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Principled Approach to Evidence

* Fair and Equitable, Cost-Based Rates that:
* Reasonably allocate costs for provision of service
* Are adequate for a reasonably capitalized and efficiently-operated utility
* Ensure short- and long-term adequacy of dependable energy supplies
* Provide delivery capacity that meet the needs of ratepayers

 Rate Trajectories that:
* Remain stable and predictable over the short- and long-term
* Reflectreasonable considerations for demand (load) and supply
* Areinformed by assessments of risk exposure



Scope of Evidence

 Rate Design Considerations

* Definition of Billing Demand

* Reliability Performance

* Rate Classification for GSL 750 V - 30 kV

Written Evidence is filed as MIPUG-09

* Responses to Intervener Information Requests
* Exhibit PUB-12
e Exhibit MH-22
* Exhibit CC-27
* Exhibit GSS-GSM-08



Rate Design Considerations



GSL Rate Setting Objectives

Figure 8.23 - 2023/24 GRA (Tab 8, p. 33)

 Evidence emphasized three elements of
these objectives for GSL rate setting

 Cost-Based Rates —recovery of revenue
requirements and target RCC ratios within ZOR

* Efficiency-price signals corresponding to
underlying embedded and marginal costs,
aligned with embedded costs of service

* Affordability - moderate bill impacts through
rate design, including a phased approach

* Suggested rate adjustment will support
future rate stability and flexibility

* Demand-only rate increases do not adequately
address component rate balance

* A 3.5% uniform rate increase simply delays the
solution for another three years and fails to
address GSL customer concerns

Reflect the Cost of Providing Service:
Rates ensure revenue requirement is
recovered and target achieving class RCCs
in the range of 95% - 105%

Manitoba Hydro’s proposals to rebalance

the recovery of costs between energy and
demand rates will be done on a revenue
neutral basis with proposed rates set to
recover forecast revenue requirement.

Manitoba Hydro is proposing that the
revenue reduction from the reduction in
billing determinants be offset by a slight
increase to the demand charge in order to
remain revenue neutral and recover the
entirety of the proposed revenue

requirement.

Stability: considers the importance of

customers having stable and predictable
bills

Improves bill predictability and stability as
a lesser portion of the customer’s bill is
variable.

Flexibility: considers ability of Manitoba

Hydro to respond to future changes

Rate proposal does not impede future
flexibility.

Efficiency: considers whether price signals
correspond with underlying embedded

and marginal costs

Improves alignment with embedded cost
of service

Affordability: considers magnitude of bill

impacts created by rate design changes

Phased approach to rate rebalancing will
moderate bill impacts.

The change to billing demand will have
negligible bill impacts for most customers.




Demand & Energy Rate Re-Balancing

Tables 2.2 and 2.3 (Evidence p. 15)

Approved
Rate Rate Rate Rate

01-Apr-24 01-Jan-26 01-Jan-27 01-Jan-28

Proposed

Proposed Proposed

GSL <30 kV

GSL 30 - 100 kV 83.1% 85.9% 88.9% 92.0%)
GSL >100 kV 83.2% 86.1% 89.1% 92.2%
Approved Proposed Proposed Proposed
Rate Rate Rate Rate
01-Apr-24 01-Jan-26 01-Jan-27 01-Jan-28
GSL <30 kV 129.8% 134.4% 139.1% 143.9%
GSL 30 - 100 kV 123.6% 128.0% 132.5% 137.1%
GSL >100 kV 121.5% 125.7% 130.1% 134.7%

Legacy of a demand-only rate decrease in 2003, and nine(9)
years of energy-only rate increases thereafter (Figure 2.4, p. 14
of evidence)

Figure 2.1 - 2023/24 GRA Figure 8.21 (Evidence p. 11)
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Opportunities for Rebalancing

* Demand/Energy Rebalancing Options

Regulatory Options - limited to adjustments to
demand and energy component rates

Other Options — outcomes of changing system
costs and consumption behavior

Figure 2.5 — Rate Rebalancing (Evidence, p. 16)

Factors Influencing Rate Rebalancing
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Opportunities and Recommendations

e 0 o] posi ng Com ponent Rate Adj ustments Table 2.5 - Rate Rebalancing (Evidence, p. 20)

* Increasing demand rates improves price signals Demand Approved  Proposed  Proposed  Proposed  Proposed
by reflecting growing capacity constraints and Rate Rate -Yr0  Rate-Yr1  Rate-Yr2  Rate-Yr3  Rate-Yr5
higher embedded costs for demand 01-Apr-24  01-Jan-26  01-Jan-27  01-Jan-28  01-Jan-30

* Reducing energy rates recognizes lower GSL <30 kv 69.9% 72.3% 74.9% 77.5% 83.0%
embedded costs for energy and offsets negative G5L30 - 100 kV 83.1% 86.0% 89.0% 92.1% 98.6%
affordability consequences of demand rate GSL>100 kY 83.2% 66.1% 8.1% 92 2% 96.0%
increases

Table 2.6 - Rate Impacts (Evidence, p. 21) Approved Proposed Proposed Proposed
Demand Annual Average Rate Impact (%) Rate Rate Rate Rate - ¥r§
Rate Load Factor Variance 01-Apr-24 01-Jan-26 01-Jan-28 01-Jan-30
Avg 0.90 Below Above GSL <30 kV 129.8% 125.3% 120.9% 116.7% 108.6%
il Wi Ruilbie B i b i GSL30 - 100 KV 123.6% 119.3% 115.1% 111.1% 103.5%
GSL30 - 100 kV -0.35% -1.27% -1.64% 0.92% -0.36% 1.28% i )
G5L >100 kV 0.49% 1.49% 1.74% 1.00% 0.25% 1.25% GSL>100 kv 121.5% 117.2% 113.1% 109.2% 101.7%
3.50%  Avg Increase Opposing component rate adjustments allow for a
Energy Rate 3.50% _Avglncrease strategic and paced approach to fair and reasonable

cost-based rates that provide necessary RCC
corrections for GSL customers



Changes to Definition for Billing Demand
and Alternative Rate Opportunities



Changes to
Definition for

Billing Demand

Applicable to the GSL 30 - 100 kV
GSL >100 kV subclasses

Approved in Order 101/23 and
Implemented April 1, 2024

Absence of reporting in Application
(per Directive 13, Order 101/23)

Fig 8.22 (2023/24 GRA) - Billing Demand Definition

Current Definition
Billing demand is defined as the greatest of
the following (expressed in kVA):
a) measured demand; or

b) 25% of contract demand; or
¢) 25% of the highest measured demand

in the previous 12 months

Proposed Definition

| Billing demand is defined as the greatest of

the following (expressed in kVA):
d) measured demand during Peak Hours;
or

e) 90% of measured demand during
Non-Peak Hours; or

f) 25% of contract demand; or

g) 25% of the highest measured demand
in the previous 12 months

Where,

Peak Hours are defined as all hours from 7:01
to 11:00 and 17:01 to 21:00 (Central Time
Zone) in the months of January, February,
March, April, May, September, October,
November, and December; and all hours from
12:01 to 20:00 (Central Time Zone) in the
months of June, July and August.

Non-Peak Hours are defined as all hours from
0:01 to 24:00 (Central Time Zone) in the
months of January to December, excluding
Peak Hours.
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Consumption Behavior

 Change in definition only focuses on the
demand component of the GSL >30 kV rate
structure

* Relationship between demand and energy
consumption requires more careful consideration

* IRresponses provided data pertaining to
annual consumption, on-peak and off-peak
demand, and changes to the definition

* Covered 66 GSL >30 kV customers
* Five-year period extending from 2020/21 - 2024/25

* Question —did implementation on April 1,
2024, result in a change in consumption
behavior in 2024/257

 If“No” - why was there no response?
 What modifications may be desirable?

Data Source - MIPUG/MH 11-15/ PUB/MH 1-67

Fiscal Year

(ending Mar 31)

20/21
21/22
22/23
23/24
24/25
Grand Total

Fiscal Year
(ending Mar 31)

20/21
21/22
22/23
23/24
24/25
Grand Total

On-Peak Off-Peak Annual
Consumption On-Peak  Consumption Off-Peak = Consumption
(kwh) (%) (kWh) (%) (kWh)
1,718,402,340 32.1% 3,628,586,533 67.9% 5,346,988,873
1,804,552,131 32.0% 3,835,674,222 68.0% 5,640,226,353
1,779,390,587 32.0% 3,789,392,232 68.0% 5,568,782,819
1,680,988,532 31.9% 3,582,753,511 68.1% 5,263,742,043
1,753,039,257 32.1% 3,702,128,847 67.9% 5,455,168,104
8,736,372,847 32.0% 18,538,535,345 68.0% 27,274,908,192

On-Peak Off-Peak Billing Demand  Billing Demand

Demand Demand Old Defintion New Defintion

(kVA) (kVA) (kVA) (kVA)

10,046,761 10,266,718 102.2% 10,318,816 10,152,454  98.4%
10,491,832 10,664,532 101.6% 10,714,338 10,581,039 98.8%
10,453,959 10,584,644 101.3% 10,634,994 10,529,496 99.0%
9,689,701 9,833,365 101.5% 9,876,349 9,766,785  98.9%
10,086,784 10,243,703 101.6% 10,286,530 10,163,791  98.8%
50,769,037 51,592,962 101.6% 51,831,027 51,193,565 98.8%

Summary of data provided in responses to PUB/MH |-76 and
MIPUG/MH II-15
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Challenges to Participation

* Agreement and Support in Basic Principle of Change in Definition

* Provides a stronger recognition for on-peak demand related to capacity constraint
* Reflects the importance of critical on-peak periods for system demand
* Provides opportunity to increase demand in the off-peak period at no cost or reduced cost

* Opportunities to Achieve Savings Are Limited

* Constraints imposed by 90% off-peak factor create unnecessary risk

* Penalties imposed by Revenue Neutrality Adjustment offset potential benefits

* Requires a 365 day per year commitment (beyond annual peak periods) to achieve maximum value
* OQOverall challenge to realization of customer value (i.e. ability to manage energy bills)

* What Are The Opportunities for Customer Response [tiidence p. 27 - 28]
 Scenario1-No Response
* Scenario 2 - On-Peak Reduction / Load Shifting to Off-Peak
* Scenario 3 - Off-Peak Demand Growth
* Scenario 4 - Hybrid Response

12



2024/25 Consumption Behavior
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Response Scenarios

80% Off-Peak
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90% Off-Peak Factor
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COSS Response to Customer Behavior

* Relationship to Cost-of-Service Study Demand and Energy Inputs

* Energy determinants - Table G4, Appendix 7.1

* Coincident peak demand determinants - Table G5, Appendix 7.1

* COSS demand allocations not influenced by billing demand deteminants
* Billing demand is used to generate revenue and recover costs

 Favourable Nature of Existing Industrial Behavior (GSL >30 kV)

* Currentindustrial behavior has historical precedence and current context
* Favourable behavioris baked into the previous and current PCOSS

* Alternative Rate Designs Intend to Change Future Behavior

* Changes to consumption behavior take time and will be recognized in future PCOSS
* Resulting reductions in CP demand should result in lower demand allocations
* Lower demand allocations are reflective of lower costs being imposed on the system

15



Approved Neutrality Adjustment

* Revenue Neutrality Adjustment Was Premature
* Reduced the benefits of Board-approved rate differentiation
e GSL30-100KkV-0.5% approved (0.81% realized)
e GSL>100kV-0.5% approved (0.77% realized)

* Compromised Potential Customer Value
* Projected to provide $950,000 in value without adjustment (0.3% of projected revenue)
» Realized value of about $230,000 with adjustment (75% reduction)
* Resulted in 33 customers experiencing higher demand bills in 2024/25

* Lasting Impact of Revenue Neutrality Adjustment
* 1% neutrality adjustment is baked into future rates
« Compounding effect continues to degrade value and inflate RCC
* Reduction in potential value represents a barrier to participation

16



Recommendations

e Lower Off-Peak Factor from 90% to 80%

* Provides greater flexibility for customers to maintain production
* Reducesrisk to benefits derived from intentional participation
* Expands the opportunity for Manitoba Hydro to realize desired benefits

* Eliminate the Revenue Neutrality Adjustment
* Prepared to accept the stronger demand price signal
* Apply equivalent reduction to energy component rates only
* Implement correction prior to application of rate increases

* Application to GSL 750 V- 30 kV subclass

* Delay potential implementation pending changes to COSS
* 60:40 Demand/Customer classification of distribution costs [GSS-GSM-05, p. 6]
» 70:30 Primary/Secondary classification of distribution costs [GSS-GSM-05, p. 6]

* Further analysis to address concerns about cost allocations for larger industrials in subclass

17



Industrial View
On Alternative
Rates

Relevent to both mandatory and
optional rate designs

* Utility Perspective
* Desired objectives and outcomes...

* Ability to mitigate resources constraints (recent
focus has been on capacity)

 Benefit and cost considerations for introduction
and implementation of rate changes and/or options

* Customer Perspective

* Rate impacts and opportunities

* Impactto future energy bills based on current (or
past) consumption behavior

* Capability to manage energy costs and enhance
competitive position

* Necessary Actions

* Changes to operationsto reduce impacts or
capitalize on opportunities

* Impacts on productive output

18



Aggregated Class Load Profile

GSL>100 kV - Load Duration
(aggregated across all customers within subclass) MIPUG/MH I-28

100%
95%
90%

Non-Coincident Peak Demand

85% Coincident Peak Demand
80% [ e —
75% 10% Coincident Peak Demand Reduction
70%
65%
60%
55%
50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Class Demand (MW)

4
S, 50 58, Q S
% % % % %
Annual Hours

——Non-Coincident Demand - - -Coincident Demand — —90% Reduction



Variations in Customer Load Profiles

GSL>100 kV - Load Duration
(variationsin customer load profiles)
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Reliability Performance



Reliability And Resilience Are Important

* Lack of Reliability and Resilience has Consequences
* Critical to safety and security (common to all rate classes)
* Lost production, product quality, equipment damage, lost productivity

* Questions about the Cost of Unserved Energy
* Costs can differ substantially between customers
* Differences between and within rate classes
* Need more work to understand these differences

* Concerns about Value for Money Spent
* Key concern for all rate classes (not unique to one class)
* Asset management, information (data), and prioritization
* Don’t raise rates for reliability spending without visibility

22



Reliability Metrics (Indices)

* SAIDI vs SAIFl Indices
* Both are important metrics — big picture view of duration and frequency
* Neither tells the whole story — limitations of location and averaging
* Momentary power interruptions —absent from indices or reporting

* Reliability vs Resilience
* Important to differentiate between the outcomes
* Resilience speaks to the overall strength and durability under stress
* Reliability speaks more broadly to outcome on a continual basis

* Differentiating between Reliability and Resilience
* Impacts of Major Event Days (often weather-related)
* Equipment Failures, Vegetation Management (often maintenance-related)

23



Tl’a n S m iSS iO n SySte m [Tab 6, Fig 6.6 and Fig 6.7, p. 13]

Transmission System Average Interruption Duration Index (T-SAIDI) Transmission System Average Interruption Frequecy Index (T-SAIFI)

140
120 /
10¢
60
istorical Performance
10
Average Performance Tre
20

SAID

Transmission — no applicable definition for Major Events or Major Event Days per PUB/MH |-65(c).
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S u b 'Tra n S m iSS i O n SySte m Exhibit MH-36, Undertaking 10
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Distribution System c..... e

SAIDI (excluding sub-transmission) SAIFI (excluding sub-transmission)
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Reliability and Resilience Comparisons

Data Source — Presentation Slides 24 - 26

. SAIDI
Including MED
FYi4 FY24 % FYi4
Transmission 1.65
Subtransmission 0.81
Distribution 83 102 19% 0.73
. SAIDI
Excluding MED
FYi4 FY24 FYi4
Transmission NA
Subtransmission — 0.67
Distribution 28% 0.63

SAIFI
FY24
1.30
0.83
0.79

SAIFI
FY24
NA
0.76
0.75

%
-27%
2%
8%

NA
12%
16%
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Conclusions and Recommendations

* Enhance Access to Information and Improve Transparency

* Minimum filing requirements should be strengthened to reduce information requests and minimize
the necessity for undertakings to obtain complete information

* |Information should include transmission, sub-transmission, and distribution indices with and
without major event days, options for equipment failures and other failures (i.e. wildfires, etc.)

* Establish Transparent Metrics for Unserved Energy

* Engage in customer consultation and provide report on the use of unserved energy at next GRA
* Report should provide clarity regarding context and use for prioritization of reliability responses

* Provide Directives to Close the Gaps

* Enhance efforts to engage customers and improve responsiveness on issues such as momentary
power interruptions - integrate MPI indices into standard reporting (i.e. BC Hydro)

* |dentification of metrics to measure performance improvements and establish value for elevated
spending on reliability
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GSL 750 V - 30 kV Rate Classification



GSL 750 V - 30 kV Subclass

 Manitoba Hydro Analysis (Appendix 7.3)
* Response to concerns raised by MIPUG in the 2023/24 GRA [MIPUG-23, Topic 10, p. 143]

* Aspects of rate classification and cost allocation
* Homogeneity within rate class (disparity between size and usage)

Figure 1-2021/22 GS Large 750 V - 30 kV Consumption by Sector [MIPUG I-62c]

Sector Customer Count Total Usage (GWh) Average Usage
(GWh)?!
Agricultural 69 181 2.6
Commercial 178 719 4.0
Industrial 94 854 9.1

* Dedicated distribution services / allocation of poles and wires [MIPUG-23, Topic 10, p.143]

* Analysis Contained Two Components
* Part 1 - Evaluation of Customer Homogeneity
* Part 2 - Potential for Reduction in Cross Subsidization



Part 1 - Customer Homogeneity

* Results Support MIPUG Assertions from 2023/24 GRA [MIPUG-23, Topic 10, p. 143]

* Manitoba Hydro analysis clearly indicates the lack of homogeneity [Appendix 7.3]
* Large range of customer consumption/demand profiles
Figure 4: Customers Grouped by Load Factor

Figure 2: Customers Grouped by Energy Usage Figure 3: Customers Grouped by Customers’ Peak Demand

Grouped by Customers Sum of Share of Grouped by Customers | Sum of Peak Share of
Energy Annual Annual Peak Demand Peak GrOUped by Customers Average LF
Usage Usage Usage Demand (MW) Demand Load Factor
(Gwh) (MW) Lowest 56 26%

Lowest 56 30 2% Lowest 56 10 3% Second 56 48%
Second 56 132 9% Second 56 32 10% -
Third 56 283 19% Third 56 69 2% Third 56 58%
Highest 56 1,020 70% Highest 56 201 64% Highest 56 69%

* The analysis did notinclude 117 customers (34%) absent of interval meter data in the study despite having both
consumption (energy) and demand (capacity) information for these customers (required for customer billing)

» Sector-based comparisons were of limited value as the analysis did not appear to consider stratification within the each
of three agricultural, commercial, and industrial sectors.

 Supported by Manitoba Hydro conclusion

e “..analysis clearly supports the hypothesis that the customers in the GSL 750 V-6 30 kV
subclass are highly diverse and not homogenous in terms of annual energy 7 consumption,
peak demand or load factor.” [Appendix 7.3, p. 5]
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Importance of Appropriate Classification

* Appropriate Classification Drives Homogeneity
e GSSND <50 kV (50 kVA)
« GSSD 50 - 200 kVA (150 kVA)
« GSM >200 kVA (2,500 kVA)

* Policy Limiting Utility-Owned Transformation to 2,500 kVA
* Migrates larger potential GSM customers to GSL <30 kV subclass

* Percentage of GSL 750 V - 30 kV Customers > 2,500 kVA

 Concentration of large customers that are unlike GSM customers
* No data on record of customer share with >2,500 demand

* Histogram representation of customer share based on energy, demand, load factor may

be more informative than the approach used in the Appendix 7.3 analysis
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Part 1 — Stratification Methodology

* Use of Stratification in Appendix 7.3 Analysis

* Analysis based on uniform stratification of 224 interval metered customers into four equal
groupings (of 56 each) —groups 3 (third) and four(4) consisted entirely of Starum 1 customers.

« Stratification between Appendix 7.3 (Fig 2, p. 4) and Rebuttal (Volume 4, p. 23) differ substantially

MH Rebuttal, Volume 4, Fig 4.2 - GSL 750 V — 30 kV Sample Stratification

Comparison to Stratification Used in Appendix 7.3, Fig 2

236

236

GSL 750-30| Stratum|Sample|Population| % 2022/23 Boundaries ___PaMBI Appendix7.3(p.4)
Ranking Fig4.2 Qty Qty Fig2 Ranking |
1| 116 221|  52%| 0-3,041,100 - 1 ” 68 5% Lowest
2 50 72|  69%| 3,041,101-6,424,210 = 5% Second
3 32 39|  82%| 6,424,211-11,480,706 ’ ? 2 = o
4 24 25|  96%| 11,480,707-20,455,407 3 2 o
5 14 14| 100%| 20,455,408+ 2 2 % Highest
Highest 5 14 14
236 371

224

» Stratification used in Appendix 7.3, Fig 2 (p. 4), Fig 3 (p. 4), and Fig 4 (p. 5) also appears to be
inconsistent (Fig 2 — grouped by Energy, Fig 3—-grouped by Demand, Fig 4 — grouped by Load Factor)
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Part 2 - Potential For Cross-Subsidization

* Revenue Is Driven By Demand and Energy Billing Determinants

* Load factoris a key consideration in a two-part demand/energy rate
* Provides key driver for comparisons in unit costs (irrespective of customer size)
* Lower load factors results in higher unit costs, and vice versa

 Relevant Cost Considerations Are Driven by Demand Allocators

* Allocations of generation/transmission/sub-transmission cost are not a consideration
* Driven by demand and energy allocators (transmission/sub-transmission demand-only)
* Appropriate further back into the system (less so at distribution)
* Distribution allocations are the relevant cost consideration for analysis
* Key differentiator for customers within the distribution rate classes
* Currentdistribution cost allocations are driven by demand (both CP and NCP)
* Poles and wire costs were a key area of concern (rationale for 60:40 demand-customer classification)

* Cross-subsidization of distribution costs with uniform unit cost data is incomplete

* No strata specific information regarding distribution cost drivers was provided
 Comparison requires strata specific consideration for drivers for cost allocations
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Conclusions and Recommendations

* Current Analysis Is Not Complete
* Assumption of uniform unit costs is not representative of strata specific cost drivers
* Undertaken with active customer engagement and feedback

* Recommended Board Decisions
* Decisions on classification are relevant to the analysis of unit costs

* Distribution poles and wire cost allocations
* Approve revised classification from demand-only to 60:40 demand-customer [GSS-GSM-05, p. 6]
* Direct review and update to 70:30 primary-secondary classification [GSS-GSM-05, p. 6]

* Analysis Would Benefit From Further Review
 Lack of homogeneity has been confirmed by Manitoba Hydro analysis

 Current analysis is inadequate and requires further review
* Dedicated distribution facilities not addressed
* Majority usage of specific distribution facilities not addressed
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Distribution Cost Classification

* Distribution Substations (primary cost) — applicable to GSL customers

Substations are generally sized to serve regional load requirements
Supports rationale for 100% demand classification

* Line Transformers (secondary cost) — Not applicable to GSL customers

Utility-owned transformers are generally sized to customer-specific load requirements
Supports rationale for 100% demand classification as secondary cost

* Poles and Wires Classification (primary cost) — applicable to GSL customers

Distribution feeders - standardized designs where average size influences number of customers served
Relationship supports the rationale for the 60:40 classification proposal [GSS-GSM-05, p. 6]
Applies to both primary and secondary costs — potentially in different proportions

Table 2 - GSS-GSM/MH 1I-9 illustrates why this is important

70:30 classification of primary and secondary costs raises questions

Goes back to the early 90’s - nearly 35 years ago, may benefit from an update [GSS-GSM-05, p. 6]

Table 1 - MIPUG/MH I1-26 illustrates the impact of differing demand-customer classifications of
secondary costs, but does not directly address changes in the 70:30 classification of primary-secondary
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