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A RATEPAYERS’
PERSPECTIVE




Direct Membership

I Manitoba




Engagement with
General Service Small
and Medium Costumers

» In preparation for and throughout
the hearing, we have consulted
with various organizations beyond
direct membership to understand
customers’ interests and concerns

and incorporate their input into KEYSTONE
our intervention. AGRICULTURAL
» This included working with PRODUCERS

Keystone Agriculture Producers to
facilitate a presentation to the
Board on December 8, 2025 to
provide insight from the
perspective of ratepayers in the
agriculture industry.




A Ratepayers’ Perspective

The approach of the GSS/GSM intervention has been aimed
at assisting the Board in considering the Application of
Manitoba Hydro from a ratepayers’ perspective.

As indicated in our opening comments, our customers are
generally price takers and are looking for answers to the
following questions:

1. Is Manitoba Hydro managing its own costs to an
appropriate level that minimizes rate increases?

2. Are the proposed electricity rate increases competitive,
both compared to other jurisdictions and compared to
CPI, which we believe is an appropriate internal
benchmark? and

3. Are GSS and GSM customers paying their fair share of
costs (and not more)?



Just and Reasonable Rates

Our members’ questions reflect the ratepayers’ perspective of the meaning “just and reasonable rates”
and are appropriately considered by the Board in making an order pursuant to s. 77 of The Public Utilities
Board Act.

In setting “just and reasonable rates”, the Board’s review of Manitoba’s Hydro’s application is meant to
introduce cost pressures in lieu of competition. A key component of the regulatory process is for the Board
to have the opportunity to test the evidence and the veracity of the utility’s application. It is not assumed
that the utility will solely control its own costs.

The Manitoba Court of Appeal has confirmed that in considering Manitoba Hydro’s Application, the Board is
required to balance the interests of ratepayers and the financial health of the utility (Consumers
Association of Canada (Manitoba) Inc. Manitoba Hydro Electric Board, 2005 MBCA 55).




Just and Reasonable Rates- Factors to be Considered

In determining whether the proposed rates should be approved, the Board has legislative authority to take
into consideration all relevant factors including:

the amount required to provide sufficient funds to cover operating, maintenance and administration
expenses of the corporation;

interest and expenses on debt incurred for the purposes of the corporation by the government or
incurred by the corporation,

reserves for replacement, renewal and obsolescence of works of the corporation and any other reserves
that are necessary for the maintenance, operation, and replacement of works of the corporation,

liabilities of the corporation for pension benefits and other employee benefit programs and any other
payments that are required to be made out of the revenue of the corporation, and

any compelling policy considerations that the board considers relevant to the matter.



Cost Control- “the elephant in the room”

During cross-examination of Mr. Bowman, counsel for
Manitoba Hydro referred to “the elephant in the room” in
reference to the question of what “the Board can and can’t
direct on capital or O & A” (Transcript of Proceedings, page
3573, lines 17 to 19).

As reflected in our recommendations, it is the submission of
GSS-GSM that while the Board is restricted from directing
Manitoba Hydro with respect to specific expenditures, the
Board has authority to set just and reasonable rates that
require Manitoba Hydro to govern its operations and its
capital management in a prudent and responsible manner.

S. 39(7) - The Manitoba Hydro Act:

Except as expressly permitted by this
section, the regulator's mandate to
approve or vary rates does not include
the authority to issue an order or
directive governing the corporation's
operations or its capital management,
investments or expenditures. However,
at the regulator's request, the minister
responsible for The

may authorize the regulator
to review and make recommendations
about any of those matters.


https://www.canlii.org/en/mb/laws/stat/ccsm-c-p280/latest/ccsm-c-p280.html
https://www.canlii.org/en/mb/laws/stat/ccsm-c-p280/latest/ccsm-c-p280.html

RATE PATH
RECOMMENDATION




Summary of Rate Path
Recommendation

GSS-GSM customers and ratepayers as a whole benefit from a
proactive plan that provides certainty in rates while
acknowledging and managing the impact of drought.

The change in circumstances resulting from the current drought
conditions should not overshadow the information gaps and lack of
justification contained in Manitoba Hydro’s initial application.

In order to ensure a reasonable level of cost control is exercised
moving forward, we submit that the Board should implement a 2%
general rate increase in each of the test years along with a 2%
cumulative rate increase over the course of the test period to
specifically contribute to drought impacts.




REVENUE REQUIREMENT




Revenue]Requirement:

» The Board
cannot properly
assess the
request by
Manitoba Hydro
for 3.5% rate
increases in each
test year without
appropriate
justification.

Lack of justification

» The overarching and recurring themes with
Manitoba Hydro’s application are a lack of
justification for spending and a lack of cost saving
measures despite what appear to be historical level
drought conditions.

»Manitoba Hydro’s Integrated Resource Plan is not
before the Board and cannot be tested in this
hearing despite the financial impacts of capital
additions based on this plan that are incorporated
into Manitoba Hydro’s financial forecast.

»No business case was filed with respect to the SAP
Project or HVDC Reliability (which is based only on a
class 10 estimate).

»Manitoba Hydro does not have a long-term
vegetation management plan and their own
characterization of the information the Board has
have to assess is that “we don’t have very good
data” (Transcript of Proceedings, page 724).



Vegetation
Management

In the context of approving rates in this GRA
Manitoba Hydro not only has no long-term
vegetation management plan but has been
clear that the projections that have been
provided in this proceeding are not based on
good data. In fact, based on Manitoba
Hydro’s own evidence they are still
completing aerial surveying (to be
recommenced in the summer of 2026) for
the purpose of “understanding what we have
out there and where the problems exist”

In the circumstances, this proposed spending
should not be considered in the Revenue

Requirement for the test years and should be
reduced to an 11% increase in each of the
test years as reflected in Ms. Davies’ Direct
Evidence Presentation.



Proposed Revised Vegetation
Management Spending

Actual Budget Test Years Forecast Cumulative
2022 2023 2024 | 2025 | 2026 2027 2028 | 2029 2030 2031 2032 | Variance

$ Millions

Distribution O&A

Manitoba Hydro Proposed: 10.7 12.4 16.5 16.9 23.4 29 324 33.1 33.7 34.4 35.1 18.2
Increase % 38.5% 23.9% 11.7% 2.2% 1.8% 2.1% 2.0%| 107.7%
Spending at Measured Annual Increase 18.8 20.8 231 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%

Resulting Cost Differential -4.6 -8.2 -9.3 -7.4 -5.2 -2.8 0.0

The adjusted vegetation management spending proposed by Ms. Davies allows Manitoba Hydro
to proceed to increase spending by 2032 to the same level in a more measured and realistic

mannetr.

This represents a reasonable plan to implement stepped and manageable activity increases
while Manitoba Hydro has the opportunity to gather better data and create a long-term plan
that can be appropriately considered by the Board in the next GRA.




Vegetation Management
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Vegetation Management- Benchmarking

Vegetation Management benchmarking and Key Performance
Indicator improvements need to be addressed so that Manitoba
Hydro and the Board in future proceedings can determine
appropriate spending and activity levels on an evidence-backed
basis.

The Board has evidence from both Midgard and Ms. Davies with
respect to industry best practices for benchmarking and key
performance indicators to assess the effectiveness of Manitoba
Hydro’s vegetation management, and ultimately ensure benefits
translate to ratepayers through prioritized safety of the system
and improved reliability.

Manitoba Hydro has attempted to
demonstrate an increasing need to
address reliability by referring to
the increase in “tree related
outages” in 2024 but this includes
“associated outages”. This
statistic must be taken into
context as it will include outages
that would not necessarily have
been prevented by vegetation
management and therefore is not
all that helpful in considering the
need for vegetation management.




SAP S/4 HANA

With respect to SAP S/4 HANA, the Board is again
being asked to consider significant spending without an
a8pro riate plan this time despite the fact that Order
101-23 of this Board specifically contemplated the
need for a business case in the next GRA.

It is worth restating that the SAP Rro’ect itself has had
its scope reduced since the last GRA but yet the costs
have increased. And comparatively, BC Hydro’s SAP
expenditures are half the amount of Manitoba Hydro’s,
which raises questions on the reasonableness of
eer.ndltures.m this project, especially with lack of
detailed justification provided.

Jurisdictional comparisons of the amortization
period for SAP S/4 HANA are limited but have been
analyzed lzjy Ms. Davies in her response to an IR
from Board Counsel (PUB-GSS-GSM-3)

In the circumstances, while GSS-GSM supports the
creation of a deferral account so the costs already
being undertaken are removed from revenue
requirement, we ur%e the Board not approve SAP costs
for recovery during the test period and direct
Manitoba Hydro to ensure its application in _
anticipation of the next GRA includes this information
so that the projected costs can be properly tested and
considered by the Board.
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Employee related
costs

With respect to employee related

expenditures, Manitoba Hydro has
attempted to suggest that it has limited
control over employee expenses as the
majority of its staff are unionized and
general wage increases and progression are
defined in their collective agreements.
While it is accepted that approximately
80% of Manitoba Hydro’s staff are
unionized, it is not borne out by the
evidence that Manitoba Hydro does have
control over a number of line items that
could be reasonably reduced if appropriate

cost control measures were implemente



Drought Impacts

» As | indicated at the beginning of this section, GSS-GSM recognizes that
circumstances have changed since Manitoba Hydro filed its application and its
recommendations to the Board reflect that.

» GSS-GSM agrees that the Board must recognize the impacts of the drought and
specifically address them in your Order.

» Ms. Davies explained that the 2% cumulative increase specific to drought that
she recommended was calculated based on a $72 million contribution which is
a measured response that all else equal addresses the impacts over eight to
ten years. This timeframe is appropriate as the level of magnitude of a
drought at this level cannot be addressed by rate increases in any given year
in light of the legislative restraints and in any event should not be recovered
in the short-term noting the need for Manitoba Hydro to take cost control
action.

» It is important however for the Board to not only recognize the impact of the
drought on rates but also on the obligation of Manitoba Hydro to take action
and adjust its approach.




Manitoba Hydro’s failure to act in light
of drought impacts

» The failure of Manitoba Hydro to recognize its obligation to prudently
implement cost control should be specifically addressed by the Board in its
order.

» The GSS-GSM agree and adopt the comments of Mr. Colaiacovo in his
evidence:

It is not good enough to say ratepayers are going to compensate for all
risk by paying higher rates, by investing more in the Utility, by creating
more debt room over time. The utility itself has to respond to challenging
conditions. That should be an assumption and it should be a requirement.




COST OF SERVICE




» The current methodology of classifying
distribution poles and wires as 100% demand-
related results in weak cost causality and is not
consistent with either standard industry
practice or the NARUC Cost Allocation Manual.

» It is also clear that Manitoba is an outlier in
this regard as every other Canadian province
classifies some portion of the distribution
system (most often poles and wires).

C t f » The length of line and density play into design
OS O of the distribution system - which is not

represented by class demand.

Se rV] Ce - PO leS » With respect to determining the appropriate

. weighting between demand and customer for
an d W-I res poles and wires, Manitoba Hydro’s position is
that professional judgement is the most
pragmatic method for determining the
appropriate classification split, as Manitoba
Hydro does not have accounting records to
undertake a study based on embedded cost
data, and the use of replacement/proxy assets

also requires judgement and can result in
contention.




The issue of classification of transformers is not as straight
forward as poles and wires and it is acknowledged that in
Manitoba this has always been classified as 100% demand.

Shifting classification of transformers to acknowledge a
customer component is consistent with NARUC principles and
the practice in most other Canadian jurisdictions.

From a professional judgement perspective, SaskPower splits
transformers 65% to demand and 35% to customer, and
Maritime Electric splits transformers 60% to demand and 40%
customer. Both utilities recognize a higher demand weighting
to transformers than to poles and wires, however both
comparable utilities on the basis of density. As well, almost
every other jurisdiction in Canada still recognizes a
customer-related cost driver with respect to distribution
transformers.




Wind Classification

>

>

As described by Mr.
Bowman in his evidence,
the current approach to
classify wind as 100%
energy is offside the overall
philosophy of system load
factor. This is the only
generation asset that is not
classified based on system
load factor.

This approach is commonly
used in other jurisdictions
as confirmed by Mr.
Bowman IR PUB-MIPUG I-7.

GSS-GSM supports the
recommendation of Mr.
Bowman that wind should
be classified using the
system load factor method
and that this should apply
to the full complement of
generation related costs.






Rate Design- Key Takeaways

» If the approved rate increase is greater than 3% each year, any differentiated
rate adjustment used to move customer classes into the zone of
reasonableness should be applied in a moderate and gradual manner to avoid
unduly large, above-average increases.

» For ratepayers, a manageable differentiated rate increase should be between 0.1
to 0.3 percent extra each year.

» Continuing to adjust over a longer-term basis should provide a measured and
stepped benefit without unduly burdening rate classes within the zone of
reasonableness.

» All independent experts that have testified in this proceeding have indicated that
General Service Small-Non-Demand rate class deserves independent rate
consideration.

» Any methodological changes directed as a result of this proceed will not have to be
considered in a combined manner within this proceeding (i.e. they can be
incorporated in the Cost of Service Study for the next GRA).




SUMMARY
RECOMMENDATIONS




Vegetation
Management
Recommendations

That the Board reject for purposes of
rate setting, Manitoba Hydro’s
proposed spending on vegetation
management in the Revenue
Requirement for the test years and
substitute an 11% paced increase in
each of the test years as reflected in
the evidence of the GSS-GSM expert.

That the Board direct Manitoba Hydro
to file a vegetation management

plan with its application for the next
GRA which should be built on regional
cycle times with timing linked to area
vegetation management regrowth

levels and should prioritize and pace
spending with a primary focus on

measured improvements in reliability
and safety KPIs



-~

SAP S/4 HANA
Recommendations

That the Board approve a deferral
account for SAP project costs to not
impact revenue requirement in the
test years on SAP spending that is
ongoing and that to set the
amortization period to 15-20 years

That the Board not approve for
purposes of rate setting, SAP project
deferral account amortization into
revenue requirement (through net
movement), beginning in 27/28.

That the Board direct Manitoba Hydro
to ensure it includes a SAP project
investment justification that proves
its spending is least cost by the next
GRA before costs are recovered in
rates so that expenditures can be
properly tested as just and reasonable
by the Board.




Summary of
Recommendations-
Cost of Service

»That for Cost of Service methodology, the
Board direct Manitoba Hydro to change the
classification method for distribution poles
and wires back to 60% demand and 40%
customer.

»That the Board direct Manitoba Hydro to
change Cost of Service methodology for
classifying distribution plant transformers
betweén customer and demand. Based on
professional judgement, comparison to other
utilities and Manitoba Hydro’s historical
judgement, GSS-GSM recommends a
classification split of 70% demand and 30%
customer.

»For Cost of Service methods, the Board direct
Manitoba Hydro that wind costs be included
within the general SLF method for generation
classification, a long with remaining generation
related costs currently classified as 100% energy
- including variable hydraulic O&A and water
rental costs.




Methodology Recommendations

» For inputs in the Cost of Service methods, the PUB should reject Manitoba
Hydro’s proposed load research methodology change to ‘rank and average’
five years worth of historical load data and the underlying data should be
used for peak related allocators without adjustment.

» For future inclusion in the Cost of Service methodology, the Board should
direct Manitoba Hydro to conduct a study with respect to the appropriate
amount of input hours used to calculate the CP and NCP allocator, with a
proposal included in the application for the next GRA for a CP allocator that
more appropriately captures each class contribution to peak demand on the
system.




Summary of
Recommendations- Rates

» The GSS-GSM recommends that the level of

2026 | 2027 | 2028
General rate | 2% 2% 2%
increase
Cumulative | 29
drought
Impact
Increase

resulting differentiated rate be moderated
above the amount directed in each year
based on additional increases of
approximately between 0.1 and 0.3% each
year (i.e. akin to a five and ten year
differentiation timeframe to move
customers into zone of reasonableness).

If the Board directs rates based on
different timeline than that proposed by
Manitoba Hydro (i.e. January 15) that it
ensure rate increases occur only once
within a 12 month period to not
overburden ratepayers.



THANK YOU
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