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Experience & Qualifications

 CVfiled as appendix in GSS-GSM-5
* Acknowledgement of Expert Duty filed as GSS-GSM-13

* 15 years experience in utility rate regulation including revenue requirement,
cost of service, rate design and resource planning

* Work on behalf of utilities, utility boards, municipalities/cities, and
customers (including industrial, commercial, residential, and farms)

* Experience in many Canadian jurisdictions including Manitoba, BC, Alberta,
Saskatchewan, Nova Scotia, PEl, New Brunswick, Newfoundland, Northwest
Territories

* Testified before British Columbia Utilities Commission (BCUC) & Prince
Edward Island Regulatory & Appeals Commission (IRAC)
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Approved Scope of Review

» Consistent with PUB Order 69/25, review focused on:
» Cost of service and rate rebalancing;
* General Service Small (GSS) & General Service Medium (GSM) rate
design;
« Rate setting in consideration of Manitoba Hydro's financial position and

regulatory principles, long-term approach to setting rates and in
consideration of current and future resource development;

» Revenue requirement review, specifically regarding cost control in
spending areas such as vegetation management, salaries & wages
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Evidence filed Sept. 17: Ex. GSS-GSM-05

* Revenue Requirement:
« Scoping for rate setting
* Operating & Administrative cost control
* Vegetation Management
« SAP S/4 HANA Project (SAP project) — treatment in rates
« Salaries & Wages

» Cost of Service
» Distribution Plant Classification
» Load Research Update
« Comments on Other Positions

« Rate Design
« Rate Rebalancing
« GSS & GSM Rate Design
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Scoping: 20 Yr Financial Forecast includes

considerable uncertainty

Lack of Supporting Information Impacting the Test Years — Vegetation Management & SAP project planning
justification

Financial & System Resourcing Uncertainty — Capital additions without capital investment justification (HVDC) or need
justification (dispatchable capacity, wind call for power)

Rate Setting Approach Uncertainty — financial target review underway at Manitoba Hydro, MB government repealed all
references to debt-to-capitalization ratio for electricity rate setting with Bill 37

Customer Load Uncertainty: The 20-year load forecast 1.3% annual average growth:

» Actual average load growth 0.1%/year over the past 10 years. [Note: weather normalized average load growth to
0.5%lyear over past 10 years — MEED/CC |-3 Revised]

» Load forecast energy growth driven by electric vehicle usage - approx. 40% by 2043/44

* Includes General Service Top Consumer growth 1.6%/year. Actuals have decreased -1.2%/year over the last 10 years
& uncertainty in future surrounding Bill 28 for new/expanding industrial customers

Economic Uncertainty — US Tariff uncertainty, government policy (elimination of federal carbon tax), reduced consumer
spending & increased household debt.

A short-term view for rate setting limits the amount of uncertainty incorporated into rate increases for the test years. Jopetn 0



Scoping: Short-term View

Useful exercise as representative of the ratepayer view

Only considering the costs in the test years to set rates is the purest method of ensuring customers pay the
costs to serve them only in those years, avoiding intergenerational equity issues
It does not overly consider cash flow because:

» Cash flow will not match costs to benefits like revenue requirement does (capital spending for assets not
in service in test years, net movement in regulatory deferral accounts)

» Hydro has the ability to manage cash flow in response to changing revenues (rates, exports, etc.), and
» Debt payment impacts on cash flow do not necessarily consider asset useful lives, just length of
borrowings.

It does not ignore future capital investment (HVDC, new generation resources, etc.), its just refusing to pre-
fund in rates in line with the ‘used and useful’ principle — especially when the spending has not been proven
to be justified or efficiently planned

It maintains onus on Manitoba Hydro to justify its capital spends

It provides a transparent benchmark, by which specific justification can explain why rates are set above this
level

A short-term view does require consideration of drought impacts in the test years S



Short-term View: Evidence Recommendation

* Original Recommendation based on more optimistic conditions (March 2025 filing): Hydro’s

3.5% test year rate increases not warranted based on test year revenue requirement (2025/26 -
2027/28)

« Without any rate increases, $241 million collected from current rates over costs in test years

* Inflationary rate increases (2%) in each test year balance retained earning contributions
with short-term ratepayer impacts ($406 million over costs in test years)

* Maintains debt-equity targets in the short-term after Keeyask, Bipole lll & US
Interconnection newly in service, which is appropriate and was determined to be
reasonable in Need For Alternatives To (NFAT) review (PUB-GSS-GSM-1)

* Balanced Approach: In normal conditions, income above test year costs (short-term view)
should be justified and measured as not to overly collect towards long-term targets.

* Today: No longer normal conditions, and financial forecast has changed (drought)
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Short-term View: Update for Drought

Oct 25
Oct 25 Avg/ Oct 25
Net Income ($ Million) Original June 25 Bottom Expected Top

 Potential “at or near second worst

P 2o e e e e drought on record” and references
2027/28 127 133 101 101 101 to the drought of 1940
. . o .

25/26 - 27/28 Cumulative Forecast Net Income Even Wlth 35 A) rate mc_reases,
No Rate Increases 250 -111 [E55 414 13 HdeO_fOFGCGSt update likely to
2% Rate Increases 406 45 -999 258 143 result in cumulative net losses over

the test years without added cost
Proposed 3.5% increases 532 171 -873 -132 269 coO ntro l
Additional Net Income In:i:.rsg/;szaj:n In?::-f;/aostajzn In:::.f;/aostajzn In::faiztjan Incz:(/:aitaetjan In::ﬁaiztjan * ImpaCtS uncertaln’ dependent on
($ Million) 1, 2026 1, 2027 1, 2028 1, 2026 1, 2027 1, 2028 remainder of year and 26/27 and
2025/26 21 12 27/28 water flows & export prices
2026/27 71 22 39 13
2027/28 71 74 23 39 39 14
Total 163 96 23 90 52 14

. cex Calculated MIPUG-16 & MFR-17
Cumulative Additional Revenue - 3.5% each January 1 282

Cumulative Additional Revenue - 2% each January 1 156 2025-12-03 8




Short-term View: Update for Drought

What is a reasonable amount of recovery over test period & reasonable recovery timeframe
given potential ‘second worst drought on record’?

Two important matters to address in response:

1. Set rate increases in the test years to address underlying costs of the Application in test years;

a. Updates for drought should not overshadow the initial merits of the rate application,
including long-term cost uncertainty underpinning the forecast and in areas of operating

costs;

b. Trans’;_)larently sets rates based on appropriate level of test year revenue requirement and
track Hydro’s ability to constrain spending.

C. ]{meortant that Manitoba Hydro responds to circumstances with internal cost constraints in
est years

2. Separately and additionally, address impacts of 25/26 drought:
a. Hydro maintains 3.5% rate path; acknowledgement that could comeback for adjustment

b. This creates uncertainty for ratepayers
c. Ratepayers benefit from a proactive plan that manages drought impacts on rates
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Short-term View: Updated Recommendation

« Adjusted Rate Recommendation to address 25/26 drought impacts and a potential

$400 million averaged net loss:

1. Underlying Revenue Requirement Response: 2% general rate increases in each of the test
years provides for Hydro's test year increases to non-drought impacted revenue requirement
costs (cumulative revenue increase of $156 million from current);

2. Drought Response: Separately approve 2% cumulative rate increase (1% each in 25/26 and
26/27) specifically to recover drought impacts. Approx $72 million cumulatively over three test
years to contribute to drought impacts. Takes 8-10 years to recover expected $400 million net
loss (all else equal). More than covers added borrowing costs in the test years.

* The net impact is 3% increases in 25/26 and 26/27, 2% in 27/28

* Reduction in domestic revenue from Hydro proposed of approx. $54 million
(cumulative over 3 years)

» This passes through some cost containment to ratepayers (O&A — slide 18), still
provid?s Hydro with coverage for increasing interest expense from drought (~$45
million
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Vegetation Management - Distribution

* Recommendation: measured cost increase in the test years allows
for stepped and manageable activity increases, while still prioritizing
highest priority safety risks and hazard trees, while still ending up at
the same 2032 target spend

Resulting Cost Differential

L Actual Budget Test Years Forecast .

$ Millions Cumulative
2022 2023 2024 | 2025 | 2026 2027 2028 | 2029 2030 2031 2032 | Variance
Distribution O&A
Manitoba Hydro Proposed: 10.7 12.4 16.5 16.9 234 29 32.4 33.1 33.7 34.4 35.1 18.2
Increase % 38.6% 23.9% 11.7% 2.2% 1.8% 2.1% 2.0%| 107.7%
Spending at Measured Annual Increase 18.8 20.8 23.1 25.7 28.5 31.6 35.1 18.2
Increase % 11.0% 11.0% 11.0%| 11.0% 11.0% 11.0% 11.0%| 107.7%
-4.6 -8.2 -9.3 -7.4 -5.2 -2.8 0.0

PUB-GSS-GSM-2

2025-12-03
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Vegetation Management

MB Hydro | MB Hydro | BC Hydro
(2025) (2028) (2027)

Distribution Veg. Mgmt Spending $18.9m $34.5m $65.5m

(O&A and Capital)

Distribution Vegetation $248 $454 $1,347 $2,692
Management Spending per (76,000 (48,625
OH/primary Circuit KM km) km)

Distribution Vegetation $29.55/ $53.94/ $29.07/
Management Spending per customer customer customer

Distribution Customer

% of Customer Outages (SAIFI) 21% - 47% 18.9%
Caused by Trees (Distribution) (2023) (2025) (2023)

MH-31, slide 25; MH-34, Appendix 7.2 (customer #)

BC Hydro info from Veg. Mgmt Strategy Appendix G in 26/27 RRA, available online:
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SAP S/4 HANA Project

* Lack of Business Case/lnvestment Justification to test even though
specifically ordered in 101/23 (p. 155) and promised (Tab 5, p. 28 & 29)

* Hydro filing as undertaking, very late in this process for consideration

* Hydro’s evidence is delaying SAP implementation and/or alternative ERP
system would be uneconomic and adds operational risk (tr. 1275, 1512)

* Review of SAP project is reasonable to ensure most cost-effective plan is
justified for approval in rates. Need does not prove its least cost

* Evaluation against alternatives, and assessment of financial risks is necessary
beyond a certain threshold to ensure ratepayers are being protected in
Investment decisions

* This also pertains to determining an appropriate amortization period
(matching ratepayer costs and benefits)
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SAP Project — Jurisdictional Comparison

* Newer regulatory issue, implementation not seen yet in many regulatory proceedings

* Three examples, detailed in PUB-GSS-GSM-3:
 Example amortization periods range 13 — 20 years

* Utility justification contract lengths at minimum, but also the significant value
and functionality, the substantial investment to integrate new Enterprise
Resource Program, and the lifespan of the previous SAP ECC ERP that its
replacing (on the market for 33 years)

* Manitoba Hydro considers only its contract length (two 5-year contracts) for
amortization period
* |It’s current SAP ECC ERP in place 20 years

e Also justify expenditure as a ‘business transformational’ investment, of
significant value & functionality

2025-12-03 14



SAP S/4 HANA Project Recommendation

* In general, it seems necessary to approve a SAP deferral account to avoid test
year spending to not be included in rates in the year incurred.

* |deally an amortization period would consider the underlying assumptions used
In an investment justification to match costs and benefits

* However, a 15 year amortization period would average between existing
Manitoba Hydro’s contract length for SAP project (10 yrs), peer comparisons (13
—20vyrs), and life of current ERP system (30 yrs)

* Also balances between current and future ratepayer impacts since Hydro expensing internal
employee works on project implementation (approx. $40 million, tr. pg. 1266 & 1278 & 1501)

* Alternatively, defer implementation in rates and decide in next GRA when
forecast and investment justification is certain, benefits are known and
incorporated into financial forecast, and in light of Hydro’s updated forecast
which includes slight spending in 27/28 test year (MH-33, slide 44)
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Cost Control in O&A - Employee Related

Expenditures

Business Unit FTEs (MH-33, slide 39) 6,201 5,778 5,262 5,173 4,753 4,799 5,000 5,199 5,313 5,526 5,626 5,626

2024/25 to | 2024/25 to

$ Millions 2016/17 2017118 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 | 2025/26 2026/27 2027/28 2027/28 2027/28
Actual Actual Actual Actual Actual Actual Actual Actual Forecast | Test Year Test Year Test Year Cumulative Avg
Variance Annual

Salaries & Wages 517.3 493.7 456.8 458.0 440.8 448.5 467.3 506.6 537.3 560.9 591.1 615.3 78.0 26.0
Annual Variance - -4.6% -7.5% 0.3% -3.8% 1.7% 4.2% 8.4% 6.1% 4.4% 5.4% 4.1% 14.5% 4.6%
Overtime 72.3 751 68.4 75.5 58.4 63.1 64.7 69.2 70.5 73.9 77.3 80.5 9.9 3.3
Annual Variance - 3.9% -8.9% 10.4% -22.6% 8.1% 2.5% 6.9% 1.9% 4.8% 4.6% 4.2% 14.1% 4.5%
Employee Benefits 165.9 156.9 140.9 123.9 176.1 154.6 118.4 158.9 1514 156.9 169.4 171.7 20.3 6.8
Annual Variance - -5.4% -10.2% -12.1% 42.1% -12.2% -23.4% 34.2% -4.7% 3.6% 8.0% 1.4% 13.4% 4.3%
Other 71.9 68.2 69.6 70.9 58.5 62.2 81.4 89.5 93.1 98.7 101.6 103.7 10.6 3.5
Annual Variance - -5.2% 2.0% 1.9% -17.5% 6.3% 30.9% 10.0% 4.0% 6.0% 2.9% 2.1% 11.4% 3.7%
Total Employee Related O&A 827.43 793.90 735.69 728.36 733.82 728.44 731.83 824.18 852.32 890.39 939.35 971.17 118.8 39.6
Annual Variance - -4.1% -7.3% -1.0% 0.8% -0.7% 0.5% 12.6% 3.4% 4.5% 5.5% 3.4% 13.9% 4.4%
|_ess: Capitalized Labor & Overhead (345.8) (336.4) (289.5) (286.9) (267.5) (239.5) (226.4) (238.7) (253.0) (261.1) (273.9) (290.9) (37.9) (12.6)
Annual Variance - -2.7% -13.9% -0.9% -6.8% -10.5% -5.5% 5.4% 6.0% 3.2% 4.9% 6.2% 15.0% 4.8%
As % of total Op. Employee Related Exp. 71.8% 73.5% 64.9% 65.0% 57.4% 49.0% 44.8% 40.8% 42.2% 41.5% 41.2% 42.8%
Operational Employee Related
Expenditures 481.7 457.5 446.2 441.5 466.3 488.9 505.4 585.5 599.4 629.3 665.5 680.3 80.9 27.0
Annual Variance - -5.0% -2.5% -1.1% 5.6% 4.8% 3.4% 15.8% 2.4% 5.0% 5.7% 2.2% 13.5% 4.3%
Total O&A (adjusted for SAP) 535 517 508 512 534 579 609 708 744 781 831 867 123.4 41.1
Annual Variance - -3.4% -1.7% 0.8% 4.3% 8.4% 5.2% 16.3% 5.0% 5.1% 6.4% 4.3% 16.6% 5.3%
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Sustainted Test Year Cost Control in O&A

For 24/25, Hydro cost control has
decreased O&A by $27.9 million:

* $12.4 million from salaries & wages

* $14.8 million from consulting &
professional fees

* $0.7 million from construction &
maintenance

Hydro states its committed to
continued cost control

Should be sustained and pass
through to ratepayers in test
years

At minimum, tie test year growth
levels to 24/25 actuals

Result: Decreases 25/26 O&A by

$29 million, 26/27 O&A by $38
million, 27/28 by $42 million

Combined cumulative test year
savings of $109 million
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O&A (Adjusted for SAP)

708" 716
2023/24 Actual 2024/25 2025/26 Test 2026/27 Test 2027/28 Test
Forecast/Actual Year Year Year

------ Hydro's Application Growth
- Hydro's Application after Cost Savings in 24/25 Actuals
- «=Proposed: Growth Tied to Actuals
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Recommendation: Cost Control in O&A

* Recommendation: The regulatory compact is meant to introduce cost
pressures in lieu of competition - adding sweeping cost escalation to the
O&A forecast in addition to specific line item increases for employee related
costs does not encourage cost containment. The PUB should set rates for
the test years that include reduced O&A spending.

* [U’s difficult to provide specific recommendations for detailed operating cost
areas as there will always be information asymmetry between an intervening
expert and a utility. But to some up some of what I’ve discussed:

* Vegetation Management levelized increases, savings in test years (largely to external
services) of $22 million

« SAP amortization extension, savings only in 27/28 from proposed, approx. $5 million

» Test year O&A sustains 24/25 actual cost control benefit levels, $109 million
cumulative cost reduction

« 27/28 overall O&A growth tied to inflation (2-3%), $9-17 million in reductions from
proposed
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Cost of Service — Distribution Plant

Classification History

From 1992 - 2016, poles and wires were split between demand and customer - 60%
weighted to demand, 40% weighted to customer

Based on a 1990s evaluation, continued use of the split was based on ‘professional
judgement’

In the Methodology review, the PUB ordered a change to 100% demand-related.
Transformers as well are classified 100% to demand

Only Green Action Centre advocated for change to 100% demand classification, based
on the recommendation of their expert

Manitoba Hydro is an outlier in Canada for this methodology, especially given lack of
density in its distribution system. Also inconsistent with cost allocation standards
(NARUC Manual)

Every Canadian jurisdiction splits between customer & demand for some combination
of poles & wires and/or transformers

 Some American jurisdictions utilize 100% demand classification
* Seems largely due to higher density and smaller utilities (often more urban customer base)
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Cost of Service — Distribution Classification

History

PCOSS26 Distribution Plant Classification Methods

Asset Catedo PCOSS26 Costs Classification Allocation Demand | Customer
gory (Millions) Method Method Costs Costs
Distribution Plant
$171.7 million primary NCP [GSL<30kV
Poles & Wires $73.6 million secondary [100% Demand |adj for $ 2453 -
d D36
$245.3 million total secondary] (D36)
NCP [excl.
Substations $122.6 million 100% Demand |GSL<30kV] $ 1226 -
(D32)
. NCP [Class
g't”‘f. TraE”Sf‘?rmerst/ $45.7 million 100% Demand |NCPI - Excl. $ 457 ;
ation Equipmen GSL] (D40)
Meters & Metering - 100% Weighted # of
Transformers $11.6 million Customer Customers (C40) ) $ 11.6
100% Weighted # of
Service Drops $3.2 million c t° Customers [excl. - |$ 32
ustomer strtight] (C27)
Total $428.4 million $ 4136 (9% 1438
Percentage Split of Classificaiton 97% 3%

2025-12-03
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Cost of Service — Distribution Classification

Methodology

* There is a minimum level of the distribution system built to serve the average
customer, independent to the amount of energy/demand the customer will
use.

* Even the smallest customer, who potentially doesn’t contribute to class
NCP demand, will on average drive a meaningful level of costs distribution
plant (avg. 1/8 km of distribution poles & wires). Classifying a portion to
‘customer’ will ensure all customers are contributing to the distribution
system that serves them.

* For a system like Manitoba Hydro which has a very low-density distribution
system, individual customers do contribute more to the system than a
higher density jurisdiction.

* The justification to split between customer and demand also applies to
distribution transformers
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Cost of Service — Distribution Classification

* Evidence set out three common approaches for determining
appropriate classification split:

* Minimum Systems Study (with or without Peak Load Carrying Capacity adjustment)
 Zero Intercept Method
* Professional/Historical Judgement

* Hydro’s rebuttal is that its accounting records do not provide the
level of detail on asset investment to prepare a minimum system
study.

* Preparation of minimum system study, zero intercept method or split by
primary/secondary would require use of replacement assets rather than
embedded costs and states professional judgement informed by other
jurisdictions would be the more pragmatic approach to classification.
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Distribution Classification:
Canadian Jurisdiction Comparison

Utility Distribution Plant Classification Split (Demand- Methodology
Customer)

BC Hydro Transformers 50-50; Professional Judgement (interim basis)
Primary Poles & Wires 100% demand;

Secondary 50-50

Nova Scotia Power Poles & Fixtures 26-74; Professional Judgement
Customer Wires 53-47;

Transformers 100% demand

Ontario Energy Poles & Conductors 40-60; Generic Minimum System approach

Board Line Transformers 40-60 For low density utilities of <30 customers/km (i.e. MB Hydro category).Customer
weighting increase as density decreases

Newfoundland Conductors, Poles, Fixtures 63-37 Minimum System Study for Conductors, Poles, Fixtures; Zero Intercept for

Power Transformers 72-28 Transformers

FortisBC (Electric) Poles, Towers, Fixtures 14-86; Minimum System with PLCC

Conductors & Devices 29-71
Transformers 57-43

SaskPower Primary Lines 70-30; Minimum System with PLCC
Transformers 65-35

Maritime Electric Lines 50-50; Historical approach

(PEI) Transformers 60-40

NB Power Poles, Fixtures, Conductors, Op. Equipment 50-50; Judgement/Internal Estimate

Transformers 75-25 2025-12-03 23



Distribution Classification:

Recommendation

* Professional Judgement is a commonly used approach in Canada,
acceptable here

* Weightings should be guided by similar levels of density, like OEB’s
approach that adjusts customer-related classification higher the lower
the system density — for poles & wires and transformers

For Manitoba Hydro based on professional/historical judgement:

* Poles & Wires - 60% demand, 40% customer in line with historical
judgement would also be within range of low-density jurisdictions;

* Transformers - 60-65% demand, 40-35% customer in line with similar
density Canadian jurisdictions
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Cost of Service — Load Research

* Did not spend substantial time on topic, did not want to overlap with other experts
. ngh Level:

Hard to interpret results of methodology changes to understand customer class impacts as new
methodology lacks transparency as it merges 5 years of data, ranks, averages and shapes into one
synthetic ‘year’.

* Important to be able to understand the underlying load data supporting allocators, especially to be able
to compare year over year changes

* New approach blunts this understanding — not transparent.
* Hydro’s approach aims to minimize anomalous results driving cost allocation
* Anomalous results are useful information, should be explained

* Hydro’s approach to utilize top 50 hours to develop Coincident Peak and Non-Coincident Peak
appropriately minimizes unwarranted swings, still provides transparency so that underlying data can be
absorbed and interpreted

* Using 5-8 years to average adds too much smoothing, removes true cost driver of coincident peak and
clas? non-coincident peak. Also takes longer for actual energy usage pattern changes to show up in
results

* Recommendation: Use a simple one year average of the top 50 peaks (22/23 load data) -
easier to understand because you can see what was driving peak and non-coincident peak
usage in the hours used for that year.
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Cost of Service —

Response to Mr. Bowman Expert Evidence

* Recommendation on wind classification re: System Load Factor (SLF)

* Generally agree: shouldn’t pick and choose which generation-related
costs are classified on this basis, system load factor is representative
of entire system — all generation assets work together to serve load

* | believe this should be extended further to include all generation
costs, so generation-related O&A, water rentals, etc. with are currently
classified 100% energy

* Generation resources classified using SLF includes capacity
resources like thermal and curtailable rate program

* This balances the approach

* Not a major issue at present for wind, growing in importance as wind
complement does
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Rate Design — Revenue To Cost Ratio Rebalancing

Manitoba Hydro
Prospective Cost Of Service Study
March 31, 2026
Revenue Cost Coverage Analysis

Should be undertaken for classes outside of zone
SUMMARY of reasonableness (GSS-ND, GSL 30-100kV, GSL
>100kV)

Class RCC % Net Export Net RCC %
Total Cost Revenue Prior to Revenue Cost Current .
Customer Class ($ million) __($ million) NER ($ million) __($ million) Rates e Should be Stepped, idea l_l_y not at expense of other
Residential 1,2871 907.3 70.5% 3504 9367 96.9% ratepayers (comes out of cost reductions within
General Service - Small Non Demand 265.9 207.2 77.9% 741 191.8 Hyd rO,S reve n U e req U I re m e nt) .
General Service - Small Demand 259.1 177.9 68.7% 73.7 185.4 96.0% . .
* I|deally no customer class receives a rate increase above
General Service - Medium 3817 263.2 69.0% 1125 269.2 97.8% 3.5% in any of the test yea rs
Genera Senice- o 30-100W mos  ams  moes  ea sz [was] © Droughtimpacts may be rationale to moderate or
General Service - Large >100kV 2739 188.5 68.8% 1035 170.4 110.6% fu rther d elay im pl_ementatio n enti re ly
SEP 23 2.4 103.4% - 2.3 103.4%
Area & Roadway Lighting 28.4 27.2 95.6% 2.4 26.1 104.2% ¢ PCOSS.26 S.hou l'd be. re r.u n befo re ma kl ng fl n al
determination on this given extreme changes to
Total General Consumers 2,863.5 2,026.9 70.8% 8409 20226 100.2% nhet export revenues - this like ly to negative ly
impact Industrial customer RCCs relative to other
Diesel 13.9 9.7 69.7% - 13.9 69.7% .
customer classes (as generation and
et 7 e e (E09) s 100w transmission make up larger portion of their cost
Total System 2,904.5 2,904.5 100.0% = 2,9045 100.0% a llocatl O n)
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Rate Design —

Response to Ms. Derksen Expert Evidence (CC-24)

* Provides rate class jurisdictional comparison to lowest cost jurisdiction for MB Hydro rate classes; for
Residential & GSS this is Hydro-Quebec
* Notes that: Manitoba Hydro residential rates are 21-31% higher than Hydro-Quebec, and GSS are 2-9% lower (p.40);

* Ms. Derksen concludes (p. 42) : “On this basis, while a stringent reliance on the RCCs of some rate classes might
suggest a lesser than average rate increase if taken at face value (thatis, cost causation only) relative to MH’s Range of
Reasonableness of 95% to 105%, the competitiveness of rates objective and priority of MH suggests at a minimum, that
any differentiation of rates resulting in a higher-than-average rate increase for the Residential class is not supportable.
Similarly, an above average differentiated rate increase would be appropriate with consideration given to the
competitiveness of rate objective for MH’s equivalent to Small Power classes in order to decrease the rate
disparity between MH classes compared to the lowest rates in Canada.” [emphasis added]

* Currently GSS-ND paying above 105% RCC, GSS-D within range. No basis for an ‘above average differentiated
rate increase’ over the residential rate class.

* Conclusion based solely on comparison to Hydro-Quebec rates; where commercial RCCs have been above
130% for decades, subsidizing residential rates which have had RCCs between 80-90% over this time period

and recently dropping (GSS-GSM-7; GSS-GSM/CC-12)

* This context is important, should not undertake differentiated rate increases on the basis of jurisdictional
comparison that incorporates cross-subsidization
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Rates — GSS & GSM Classes

GSS & GSM Customer Class Usage Levels —2024/25 e Recommendation:
GSS-ND GSS-D GSM Hydro undertake a
A A .
| Averae Monthly Monthiy review of the GSS
Customer otal Monthly Customer Total Usage [Customer Total Usage
Usage | Usage Per Usage Usage d GS M t
Count (GWh) | Customer Count (GWh) Per Count (GWh) Per a N ra e
(KWh) Customer Customer .
Sector (kWh) (KWh) Cla sses to review
Residential 1,239 47 3,161 337 24 5,853 5[ 1,143 19,713
Commercial 51,797 1,568 2,523 6,611 1,529 19,275 1,610 | 2,433 | 125,938 Cla SS rate StrUCtu re,
Agriculture 2,747 111 3,380 973 261 22,375 228 293 | 107,006 :
Industrial 5,300 182 2,835 996 219 18,337 352 541 | 128,027 p Ote nt 1a l'
Total 61,083 1,909 2,601 8,917 2,033 19,001 2195 | 3,268 | 124,070 S egm e ntatl on
’
% of Manitoba - I
Hydro Total 9.64% 7.4% 1.41% 7.9% 0.35% 12.7% CrOSS Su bSI.dy a nd
customer bill
volatility
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Rates — GSS & GSM Rate Design

* Include in Hydro review:

* Jumping of customers between GSS-ND and GSS-D as
well as GSS-D and GSM (thresholds)

* customer monthly bill volatility as a result of rate
componentization

* Interclass cross-subsidization potential

* Review reasonableness of residential customers
included in these rate classes

* Acceptability of rate structure complexity for these rate
classes (especially GSS) — especially given lower
contribution of electricity costs to overall operations in
general compared to larger rate classes

* The harmonious rates for GSS-ND and GSS-D causes
complications of GSS-ND overpaying and GSS-D
underpaying

* Hydro proposing across the board rate adjustments to
all rate components in this GRA, GSS-ND will continue
overpaying as a result (would need to adjust first block
energy rate less than others to balance)

GSS & GSM Proposed Rates vs. PCOSS26 Unit Costs

GSS 2026 PCOSS26*
Basic Charge ($/month)
Single Phase 21.47 24 .1
Three Phase 34.87 114.68
Energy Charge (cents/kWh)
First 11,000 kWh 9.817 8.79
11,001 - 19,500 kWh 7.532
>19,500 kWh 4.834 6.74
Demand Charge ($/kVa)
>50kVa 12.76 17.22
GSM 2026 PCOSS26*
Basic Charge ($/month) 35.64 492.15
Energy Charge (cents/kWh)
First 19,500 kWh 9.076 3.96
>19,500 kWh 4.705
Demand Charge ($/kVa)
>50kVa 12.33 17.3
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