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1.1 OVERVIEW AND SUMMARY OF RECOMMENDATIONS  

Section 2 of this evidence addresses Rate Designs and Rate Strategies for industrial rates related to rate 

setting objectives for General Service Large subclasses, including component rate rebalancing, 

differentiated rate setting, and the application of cost-based rates: 

• RECOMMENDATION 2.1: Approve differentiated component rate adjustments for the GSL 

subclasses.  

Section 3 addresses changes to the Definition of Billing Demand for General Service Large rate classes 

and customer response to implementation of these changes effective April 1, 2024. 

• RECOMMENDATION 3.1: That the Definition for Billing Demand, approved in Order 101/23 and 

coming into effect on April 1, 2024, be revised to raise the off-peak threshold from 90% of 

Measured Demand during the Non-Peak Hours to 80% of Measured Demand during the Non-Peak 

Hours. 

• RECOMMENDATION 3.2: That the 1% increase applied to the GSL demand charge as a revenue 

enhancement in Order 101/23 be removed prior to the application of any rate increase to GSL 

demand charges approved by the Board in this Application. 

• RECOMMENDATION 3.3: That the change in Definition to Billing Demand, with any alterations 

approved in this proceeding, be applied to GSL 750 V – 30 kV customers with interval metering. 

Section 4 addresses system reliability matters impacting industrial transmission, sub-transmission, and 

distribution customers in the General Service Large subclasses. 

• RECOMMENDATION 4.1: Specify minimum filing requirements for comprehensive reliability 

information, including metrics that report transparently on reliability performance across the 

Manitoba Hydro system, including sub-transmission independently of distribution and transmission. 

• RECOMMENDATION 4.2: Manitoba Hydro be directed to prepare and file a report on available 

metrics for valuation of unserved energy pertaining to reliability events based on industry best 

practice engagement of impacted customers. 

• RECOMMENDATION 4.3: Manitoba Hydro be directed to improve its engagement and tools for 

assessing and recording the impact of reliability events on customer operations. 

Section 5 considers the rate classification for General Service Large 750 V – 30 kV customers, including 

considerations homogeneity in rate design and rate setting using cost-based principles. 

• RECOMMENDATION 5.1: Manitoba Hydro report “Analysis of GSL 750 V – 30 kV Subclass” should 

not be relied to determine that GSL subclass does not have a potential risk for cross-subsidization.  

• RECOMMENDATION 5.2: Manitoba Hydro be directed to revise its methodology for assessing 

whether GSL 750 V – 30 kV customers to consider whether customers with lesser capacity 
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requirements have a greater need for distribution poles and wires than larger customers being 

supplied from dedicated utility assets located in closer proximity to their operations.  

• RECOMMENDATION 5.3: Manitoba Hydro develop a process by which larger GSL 750 V – 30 kV 

customers, better suited to sub-transmission level service, pay directly for dedicated Manitoba 

Hydro-owned distribution equipment used in connecting their facilities to the sub-transmission or 

transmission system and be allowed to pay rates applicable to GSL 30 – 100 kV customers that are 

more representative of the costs that larger GSL 750 V – 30 kV customers with dedicated facilities 

impose on the generation, transmission, and sub-transmission system. 

It is understood that this proceeding is occurring within a context where several major planning activities, 

legislative initiatives, and engagements are occurring that are expected to provide strategic information 

and documents which are not yet available, including: 

- 2025 Integrated Resource Plan (“IRP”) and accompanying Development Plan, which is anticipated 

for the Fall of 2025.1 

- Implementation of Bill 28 Legislation and accompanying Regulations, that are expected to impact 

major industrial development in Manitoba.2 

- Continuation of Phase II of the Financial Target Review and Benchmarking engagement, which is 

noted as ongoing and potentially leading to new financial measures or targets, for assessment of 

performance and financial health at Manitoba Hydro.3 

With these documents outstanding, there are certain practical limitations on the ability to fully review and 

assess Manitoba Hydro activities related to resource planning and long-term forecasts, service extension 

policies, rate regulation and rate setting.  

 
1 2026 GRA, Tab 4, PDF p. 6. 
2 2026 GRA, PUB/MH I-40, PDF p. 242 
3 2026 GRA, Tab 3, PDF p. 35 
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15.3 Board Findings 

15.3.1 Rate Differentiation 

The Board approves Manitoba Hydro’s rate differentiation proposal. However, because 

the overall approved rate increase for each of the 2023/24 and 2024/25 test years is 1.0% 

rather than 2.0%, the differentiated rate increases for the individual customer classes 

differ from those proposed by Manitoba Hydro. For ease of reference, the actual 

differentiated rate increases, or class revenue target increases, approved in this order are 

set out in Figure 15.7. 

Customer Class PCOSS24 RCC and 
Position in ZOR 

Proposed 
Rate 

Increases 

Proposed Differentiation 
(+/- from Overall) 

Approved Rate 
Increases 

Residential 94.4% Below 2.4% + 0.4% 1.4% 

GSS-ND 109.7% Above 1.0% – 1.0% no increase 

GSS-D 101.8% In 2.1% + 0.1% 1.1% 

GSM 100.3% In 2.1% + 0.1% 1.1% 

GSL 750V-30kV 97.9% In 2.1% + 0.1% 1.1% 

GSL 30-100kV 112.4% Above 1.5% – 0.5% 0.5% 

GSL >100 kV 113.2% Above 1.5% – 0.5% 0.5% 

A&RL 108.2% Above 1.0% – 1.0% no increase 
  

Figure 15.7 — Approved Differentiated Rate Increases 
 

The Board continues to be of the view that cost of service is an important criterion in 

setting rates, and that a revenue to cost coverage ratio that is persistently above or below 

the zone of reasonableness for any class should be avoided. However, as set out in 

section 2.3, the Board must balance cost of service considerations against other 

ratemaking criteria, including rate stability and affordability. The Board’s rate 

differentiation directive in Order 59/18 was based on PCOSS18. It also assumed annual 

differentiated rate adjustments over 10 years. Since that time several relevant factors 

have changed. Firstly, a legislated across-the-board rate increase of 2.9% through The 

Budget Implementation and Tax Statutes Amendment Act, 2020 and the lack of a rate 
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 Fiscal 2026 to 2028 General Rate Application 

 PUB/MH I-71a-g 

 

July 10, 2025 Page 3 of 5 

RATIONALE FOR QUESTION: 

To identify alternatives to across-the-board rate increases that will continue to migrate classes 

to within the zone of reasonableness. 

RESPONSE: 

a) The following table provides class RCCs for PCOSS26 after applying the 3.5% rate increase 

for 2025/26 on an annualized basis. 

 

Customer Class PCOSS24 PCOSS26 PCOSS26  

(3.5% ATB) 

RCC ZOR RCC ZOR RCC ZOR 

Residential 94.4% Below 96.9% In 97.0% In 

General Service 

Small - Non 

Demand 

109.7% Above 108.0% Above 108.2% Above 

General Service 

Small - Demand 

101.8% In 96.0% In 96.0% In 

General Service 

Medium 

100.3% In 97.8% In 97.7% In 

General Service 

Large 0-30kV 

97.9% In 100.9% In 100.6% In 

General Service 

Large 30-100kV 

112.4% Above 110.4% Above 109.8% Above 

General Service 

Large >100kV 

113.2% Above 110.6% Above 109.9% Above 

Area & Roadway 

Lighting 

108.2% Above 104.2% In 105.6% Above 
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confirmed in Manitoba Hydro’s response to Coalition/MH I-157c.7 A comparison of Figures 2.1 and 2.2 

indicate that the two higher voltage subclass experienced movement of two percentage points in the net 

balance between demand and energy costs and revenues. The lower voltage subclass experienced 

movement of three percentage points in the net balance between demand and energy costs and revenues. 

A closer examination of the PCOSS results show that the movement in demand and energy costs was an 

equal or greater contributing factor for reductions in the imbalance when compared to the demand-only 

rate increase. 

This evidence will show that these gains are expected to decline quickly if the proposed three-year period 

of 3.5% annual rate increases is applied uniformly to both demand and energy. While demand rates will 

move closer to embedded costs, energy rates that already exceed embedded costs by more than 20%, will 

continue to rise, increasing the imbalance between embedded costs and rates.  

Figure 2.1 - 2023/24 GRA Rate Component Balance8 

 

  

 
7 2026 GRA, Coalition/MH I-157c, PDF p. 860 
8 2023/24 GRA, Tab 8, Figure 8.21, PDF p. 31) 
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Figure 2.2 - 2026 GRA Rate Component Balance (Figure 8.21 update)9 

 

A further review of the Application indicates that the approved changes from the 2023/24 GRA, coupled 

with the requested rate increases from the 2026 GRA, will provide limited opportunity for success in 

achieving the GSL rate objectives identified in the 2023/24 GRA.10 These realized and anticipated outcomes 

of the respective 2023/24 GRA and 2026 GRA as they related to the previously stated objectives are 

summarized below: 

- Objective 1 (cost-based rates) - Table A1 from PCOSS26 indicates that revenue requirements 

are met for all three GSL subclasses at the current approved rates, with a modest increase in the 

revenue cost-coverage ratio (“RRC”) for the lower voltage GSL subclass. Corresponding RCC ratios 

for the two higher voltage GSL subclasses continue to remain well above the 95% - 105% Zone of 

Reasonableness.11 

Figure 2.3 - PCOSS26 RCC Results12 

 

 
9 2026 GRA, Coalition/MH I-157c, PDF p. 860 
10 2023/24 GRA, Tab 8, Section 8.8.3, Figure 8.23, PDF p. 33 
11 2026 GRA, Appendix 7.1, PDF p. 14 
12 2026 GRA, Tab 7, Figure 7.2, PDF p. 8 
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RESIDENTIAL RATES 
 
 
RESIDENTIAL - TARIFF NO.  2026-01 
 
 Basic Charge: $ 9.79 
 PLUS 
 Energy Charge: 
 All kWh @ 9.923 ¢ / kWh 
  
 Minimum Bill: $ 9.79 
 
Services over 200 amps will have $9.79 added to the Basic Charge. 
 
Applicability: 
 
The Residential rate is applicable for all residential purposes as follows: 
 
a) individually metered single family dwellings including those in multiple residential 

projects and single or three phase farm operations served through the same meter if: 
 

i. the connected business load does NOT exceed 3 kW; or 
ii. the combined agricultural and residential load does NOT exceed a demand of 

50 kW. 
 
b) services for personal use outside the home, such as residential water wells, private 

garages, boat houses and swimming pools (use can be for household, recreational and 
hobby activities). 

 
c) single metered multiple residential projects meeting all the following criteria: 

 
i. monthly demand does not exceed 50 kVA; 

ii. the meter serves four or less individual suites or dwelling units;  
iii. none of the units are used for business purposes; 
iv. individual dwelling units are: 

- self-contained rental apartments with common facilities; or 
- row housing with self-contained rental dwelling units and common 

facilities; or 
- buildings with condominium type dwellings incorporated under the 

Condominium Act; or individual residential services within a trailer park 
established prior to May 1, 1969.  

15
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GENERAL SERVICE 
 

0 TO NOT EXCEEDING 200 kVA 
 

(Utility-Owned Transformation) 
 
 
SMALL SINGLE PHASE - TARIFF NO.  2026-20 
 
 Basic Charge: $ 21.47 
  PLUS  
 Energy Charge:  
  First 11,000 kWh @ 9.817 ¢ / kWh 
  Next  8,500 kWh @ 7.532 ¢ / kWh 
  Balance of kWh @ 4.834 ¢ / kWh 
   PLUS 
 Demand Charge: 
  First 50 kVA of Monthly Measured Demand  No Charge 
  Balance of Measured Demand @ $ 12.76 / kVA 
 
 Minimum Bill: 
  Demand Charge PLUS Basic Charge 
 
SMALL THREE PHASE - TARIFF NO.  2026-21 
 
 Basic Charge: $ 34.87 
  PLUS  
 Energy Charge:  
  First  11,000 kWh @ 9.817 ¢ / kWh 
  Next  8,500 kWh @ 7.532 ¢ / kWh 
  Balance of kWh @ 4.834 ¢ / kWh 
   PLUS 
 Demand Charge: 
  First 50 kVA of Monthly Measured Demand  No Charge 
  Balance of Measured Demand @ $ 12.76 / kVA 
 
 Minimum Bill: 
  Demand Charge PLUS Basic Charge 
 
Accounts where the Monthly Measured Demand is 50 kVA or less within the past 12-month 
period, ALL energy in excess of 11,000 kWh will be charged @ 7.532 ¢ / kWh. 
 
Primary metering of multiple Utility-Owned transformation services has an additional 2% 
added to the kVA for each transformation greater than one.  There is also a 1% reduction on 
recorded demand and energy to account for transformer losses. 
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GENERAL SERVICE 
 

EXCEEDING 200 kVA 
 

(Utility-Owned transformation) 
 
 
MEDIUM - TARIFF NO.  2026-30  
 
 Basic Charge: $ 35.64 
  PLUS  
 Energy Charge:  
  First  19,500 kWh @ 9.076 ¢ / kWh 
  Balance of kWh @ 4.705 ¢ / kWh 
   PLUS 
 * Demand Charge: 
  First 50 kVA of Monthly Billing Demand  No Charge 
  Balance of Billing Demand @ $ 12.33 / kVA 
 
 Minimum Bill: 
  Demand Charge PLUS Basic Charge 
 
*Monthly Billing Demand 
 
The greatest of the following (expressed in kVA): 
 
a) measured demand; or 
b) 25 % of contract demand; or 
c) 25% of the highest measured demand in the previous 12 months. 
 
Primary metering of multiple Utility-Owned transformation services has an additional 2% 
added to the kVA for each transformation greater than one.  There is also a 1% reduction on 
recorded demand and energy to account for transformer losses. 
 
Applicability: 
 
The General Service Medium rate is applicable to services where the registered demand 
exceeds 200 kVA and where the transformation is provided by the Corporation. 
 
Customers who, by nature of their business, do not require service during the months of 
December, January, and February may qualify for the General Service Short-Term Power rate. 
For further details see page 16. 
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GENERAL SERVICE 
 

(Customer-Owned Transformation) 
 
LARGE 750 V TO NOT EXCEEDING 30 KV - TARIFF NO.  2026-60 
 
 Energy Charge: @ 4.367 ¢ / kWh 
 PLUS 
 * Demand Charge: @ $ 10.71 / kVA 
 
 Minimum Bill:  Demand Charge 
 
LARGE 30 KV TO NOT EXCEEDING 100 KV - TARIFF NO.  2026-61 
 
 Energy Charge: @ 4.018 ¢ / kWh 
 PLUS 
 ** Demand Charge: @ $ 8.93 / kVA 
 
 Minimum Bill:  Demand Charge 
 
LARGE EXCEEDING 100 KV - TARIFF NO.  2026-62 
 
 Energy Charge: @ 3.898 ¢ / kWh 
 PLUS 
 ** Demand Charge: @ $ 7.99 / kVA 
 
 Minimum Bill:  Demand Charge 
 
* Monthly Billing Demand 
 
The greatest of the following (expressed in kVA): 
 
a) measured demand; or 
b) 25 % of contract demand; or 
c) 25% of the highest measured demand in the previous 12 months. 
 
** Monthly Billing Demand 
 
The greatest of the following (expressed in kVA): 
 
a) measured demand during Peak Hours; or 
b) 90% of measured demand during Non-Peak Hours; or 
c) 25 % of contract demand; or 
d) 25% of the highest measured demand in the previous 12 months. 
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Figure 3.1 - Changes in Definition of Billing Demand 

 

3.3.2 Limited Opportunity to Achieve Savings 

Board Order 101/23 references Manitoba Hydro suggestions that the proposed changes would allow 

customers to achieve limited savings by moving consumption from peak to off-peak hours, while indicating 

that all customers in the two higher voltage GSL subclasses would have a billing demand less than or equal 

to their current billing demand.23 

3.3.3 Constraints Imposed by 90% Cap 

Evidence provided by Manitoba Hydro indicated that the 90% cap on off-peak demand was required to 

avoid unmitigated load growth during non-peak hours when customers were not paying their capacity cost 

under the proposed change to the definition.24 MIPUG evidence and final argument indicated that the 

requested changes to the definition were directionally appropriate, but went on to state that the proposal 

did not go far enough and that using the 90% cap on off-peak demand was an artificial limit that was 

 
23 Board Order 101/23, PDF p. 176 
24 Board Order 101/23, PDF p. 177 
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Manitoba Hydro Tab 7 – Cost of Service, Proposed Rates & Customer Impacts 
Fiscal 2026 to 2028 General Rate Application Page 22 of 32 

March 28, 2025  

few clarifying questions were received from customers at the initial outset of the change, 1 

Manitoba Hydro has not received any negative feedback.  2 

In Order 101/23, the PUB directed Manitoba Hydro to report on its experience and customer 3 

consultations with respect to the change and whether it would be appropriate to use a 4 

different off-peak factor in the determination of a customer’s billing demand. As of the 5 

preparation of this filing, the new billing demand definition has been in place for less than 12 6 

months. Review of the limited data available since implementation shows that impacts of the 7 

change are consistent with expectations. Manitoba Hydro does not believe an adjustment to 8 

the off-peak load factor is warranted at this time.   9 

7.8.2 Proposed Rate Changes for the General Service Large 

750 V – 30 kV Class 

The proposed rate increases for the GSL 750 V – 30 kV Class are included in Figure 7.16. 10 

Figure 7.16: Proposed GSL 750 V – 30 kV Class  

 Approved 
April 2024 Rates 

Proposed 
Jan 2026 Rates 

Proposed Jan 
2027 Rates 

Proposed 
Jan 2028 Rates 

All Energy (kWh) $0.04219 $0.04367 $0.04520 $0.04678 

Demand Charge 

(kVA) 
$ 10.35 $ 10.71 $ 11.08 $ 11.47 

7.8.3 Proposed Rate Changes for the General Service Large 

30-100 kV Class 

The proposed rate increases for the GSL 30 – 100 kV Class are included in Figure 7.17. 11 

Figure 7.17: Proposed GSL 30 – 100 kV Rates 

 Approved 
April 2024 Rates 

Proposed 
Jan 2026 Rates 

Proposed Jan 
2027 Rates 

Proposed 
Jan 2028 Rates 

All Energy (kWh) $0.03882 $0.04018 $0.04159 $0.04305 

Demand Charge 

(kVA) 
$ 8.63 $ 8.93 $ 9.24 $ 9.56 
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3.3.5 Reporting 

Directive 13 instructed Manitoba Hydro to report to the Board at its next General Rate Application on its 

experience and customer consultations with respect to the change and whether it would be appropriate to 

use a different off-peak factor in the determination of a customer’s billing demand.32 

3.4 2026 – 2028 GRA Report And Evidence 

3.4.1 Manitoba Hydro’s 2026 – 2028 GRA Response 

Manitoba Hydro’s report on the implementation of the new billing demand definition for GSL >30 kV 

(transmission and sub-transmission) is limited to Section 7.8.1 in Tab 7 of the 2026 - 2028 General Rate 

Application (“2026 GRA”).33  The report indicates that: 

• Prior to its implementation, Manitoba Hydro provided information to each affected customer 

explaining the changes to the billing demand definition and the rationale behind these changes. 

• The communication also included a customer-specific analysis demonstrating that all customers in 

the class would have a billing demand less than or equal to the current billing demand.34 

• A report that aside from a few questions of clarification at the initial onset of the change, Manitoba 

Hydro had not received any negative feedback. 

Manitoba Hydro does not propose further changes to the Definition for Billing Demand applicable to the 

two higher voltage GSL subclass approved in Order 101/23. Its reporting indicates that a review of the 

limited data available since implementation shows that impacts are consistent with expectations, and that 

it does not believe an adjustment to the off-peak load factor is warranted at this time.35 

MIPUG finds Manitoba Hydro’s report to the Board inadequate and lacking substantive information. When 

asked about the effectiveness of the changes as it relates to Manitoba Hydro expectations and the 

requirement for new capacity and energy resources, the utility responded that: 

- “Manitoba Hydro did not expect a material change to the existing load shape, especially in the 

short term, however, it could have a more direct effect on future loads” and provided a theoretical 

example. 36 

 
32 Board Order 101/23, Directive 13 p. 224 
33 2026 GRA, Tab 7, Section 7.8.1, PDF p. 21 
34 2026 GRA, Coalition I-157b, PDF p. 858 
35 2026 GRA, Tab 7, Section 7.8.1, PDF p. 22, Lines 3 - 9 
36 2026 GRA, Coalition/MH I-157a, PDF p. 859 
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- “Manitoba Hydro does intend to consult with GSL customers regarding the off-peak factor used in 

the determination of billing demand” 37 

3.4.2 Limited Opportunities to Achieve Savings 

Opportunities to manage load demand and achieve bill savings under the new Definition for Billing Demand 

implemented on April 1, 2024, are limited by the minimum billing threshold of 90% of measured demand 

during non-peak hours. GSL customers have four options for responding to the new definition for billing 

demand: 

1) No Response 

2) On-Peak Demand Reduction with Load Shifting to Off-Peak Hours 

3) No On-Peak Response with Off-Peak Demand Growth 

4) Hybrid Implementation with On-Peak Demand Reduction and Off-Peak Demand Growth 

The economics of the energy bill are an important consideration in this discussion. Demand is one 

component of a two-part rate structure. An upper load factor of 0.9 and a lower load factor of 0.4 represents 

a reasonable range of operation for industrial loads in Manitoba. At approved rates (April 1, 2024), demand 

charges account for 31% (0.90 Lf) to 50% (0.40 Lf) of the customer’s monthly bill. A 10% reduction in 

monthly demand charges represents a 3% – 5% reduction in the total bill. Any loss in production output 

will typically eliminate this savings in short order. 

3.4.2.1 No Response Option 

For some GSL customers this will become the default response if their operations are not suitable for load 

shifting or there is a perceived risk to production. Constraints could include a requirement for consistent 

throughput rates to maintain process flow and product quality or a lack of available capacity and 

intermediate storage to vary production levels between the on-peak and off-peak hours. 

Information provided by Manitoba Hydro in response to PUB and MIPUG information requests indicates 

that there has been essentially no response to the new price signal. A five-year history of on-peak and off-

peak energy consumption and billable demand shows no change in consumption behavior across the five-

year period, which includes the first year of implementation in 2024/25. 

  

 
37 2026/GRA, MIPUG/MH I-24e, PDF p. 91 
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3.5 Constraints imposed by 90% Off-Peak Cap 

The four scenarios provided above highlight the constraints and associate risk for loss for available savings 

imposed by the 90% limit on measured off-peak demand. This constraint and its associated risk are a major 

deterrent for successful implementation of the change in definition, greatly minimizing its capability to 

provide a reduction in resources to meet the capacity requirements of the system during peak winter hours. 

One hour of variability during periods of peak demand in a customer facility will eliminate potential savings 

that may not fully offset additional costs required to facilitate an on-peak to off-peak load shift. Demand 

control at the upper levels of peak facility load is challenging and somewhat unpredictable for many 

industrial processes. It can be impacted by production upsets, changes in raw material inputs, weather, 

and other factors. Compounding this problem is the fact that this customer risk, which occurs monthly, will 

not generally create a material risk for Manitoba Hydro during the nine non-winter months of every year, 

when peak system demand is well below the threshold of peak winter system demand. 

Increasing the off-peak cap is necessary if Manitoba Hydro and the PUB is supportive of customers 

responding to this price signal. 

3.6 Revenue Neutrality 

Manitoba Hydro sought a 1% increase in the demand charge to preserve revenue when it requested 

approval for the change in the definition for billing demand. Given the tight margins of demand control and 

available savings opportunity under the 90% off-peak cap, coupled with the high degree of risk present 

during each billing period, that 1% increase was viewed as being punitive by customers. 

Any reduction available from the change in definition was a direct result of customers using more energy 

and creating higher demand in the off-peak period prior to the implementation of the change. This higher 

off-peak demand is consistent with many industrial operations, where maintenance activities, production 

setup changes, and other planned disruptions to operations are generally scheduled for the on-peak hours 

when staff are more readily available and able to respond. Other factors such as lower nighttime 

temperatures enable processes to run more efficiently and maintain higher throughput rates. Production is 

the determining factor for most decisions in the industrial world. 

The responses to PUB/MH I-76 and MIPUG/MH II-15 showed that the change to the definition did result in 

an average 1.0% reduction in billable demand during the first year of implementation. Unfortunately, any 

bill savings that may have occurred from this measure were offset by the approved 1% increase in demand 

charges. 
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This result appears punitive when two key factors are considered: 

• GSL customers in the impacted subclasses already pay rates that are 110% higher than embedded 

cost allocations. Efforts to reduce rates, in the form of differentiated rate increases, have not 

provided a material change in RCC ratios that are well above the 95% - 105% ZOR. 

• The anticipated reduction in on-peak system demand should provide Manitoba Hydro with a 

substantial marginal value return through deferral of expenditures for new capacity resources that 

will be triggered by growth in domestic peak load. Successful measures to reduce peak demand 

must share the benefits associated with these deferrals. 
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2.0 Description of an Electric Utility System

To provide background and context for the costs that are considered in a COSS, the 

following is a description of a generic electric utility system. Given the complex and 

technical nature of the electric utility system and the COSS methodology review 

process, a glossary of COSS terms and acronyms is included as Appendix A to this 

Order.

The above figure depicts a simple power system. The electric power system is a real-

time energy delivery system, meaning there is limited storage available, so the amount 

of power generated must match the amount consumed at any given time. The system 

starts with generation, where electricity is produced at a power plant, which converts 

some form of primary energy – such as coal, natural gas, wind, or water – into electric 

power. Transmission lines connect generators to step-up transformers in utility 

substations, which increase the voltage of the power lines to be more suitable for 

efficient long-distance transportation. Transformers are devices which change the 

voltage of power lines. These lines and step-up transformers are called generation 

outlet transmission and are part of the generation function shown in red in the figure 

above. 

The transmission lines (in blue in the above figure) represent the high-voltage, 

interconnected network of lines that transport the generated energy over long distances 

to the subtransmission and distribution systems, which are close to consumption 

Order No. 164/16
December 20, 2016

Page 11 of 116
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Phase 2
STEP 1: REVENUE REQUIREMENT 

Determines the size of the pie to be 
considered in Steps 2 & 3.

Sequential Steps to Rate Development

December 1, 2025 Manitoba Hydro | 2026-28 Electric GRA | Direct Evidence | Customer, COS & Rates Panel

STEP 2: COST ALLOCATION
Determines how big the slices of the pie should be for 
each customer class but does not change the size of 

the pie.

STEP 3: RATE DESIGN
Divides the pie into slices for each customer class 

and determines their structure, based on the results 
of cost allocation and other factors, while still 

keeping the size of the pie the same. 

• Consists of both costs as well as 
Net Income included in MH’s 
forecast, net of export revenues. 

• Establishes the average rate 
increase for domestic customers 
(i.e. 3.5%). 

• A cost-of-service study apportions revenue 
requirement among the various classes it 
serves. 

• Methodology uses the principle of Cost 
Causation as the appropriate basis for 
allocating costs.

• Rates are designed to recover each class’s 
revenue requirement, which is informed by the 
results of the cost-of-service study, previous 
direction of the PUB, and rate objectives of the 
utility.  

• Rates can be a combination of fixed monthly 
charges, energy charges, and/or demand 
charges.

Phase 1

4

28



Sequential Steps to Cost Allocation

December 1, 2025 Manitoba Hydro | 2026-28 Electric GRA | Direct Evidence | Customer, COS & Rates Panel 6
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Current Classification Method by Function

Revenue Requirement

Generation

Energy

Demand

Transmission

Energy

Demand

Subtransmission

Demand

Distribution

Demand

Customer

Customer Service

Customer

December 1, 2025 Manitoba Hydro | 2026-28 Electric GRA | Direct Evidence | Customer, COS & Rates Panel 9
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PUB/MIPUG I-19 

Part and Chapter: MIPUG-09 (Friesen Report) Page #: 39, 48 of 58 

Topic: COSS 

Subtopic: Further study of GSL 0-30kV cross-subsidization 

 

Preamble (if any): 

On page 39, Mr. Friesen recommends:  

• Manitoba Hydro analysis pertaining to “Potential for Reduction in Cross 
Subsidization” in the GSL 750 V – 30 kV subclass should be refined to consider 
differences in embedded unit costs for energy and demand that reflect the non-
homogenous use and value of distribution assets used by larger customers 
connected to the distribution system via dedicated distribution 
substations/transformers and/or dedicated distribution feeders.  

• Manitoba Hydro to develop a process by which larger GSL 750 V – 30 kV 
customers, better suited to sub-transmission level service, pay directly for 
dedicated Manitoba Hydro-owned distribution equipment used to connect their 
facility to the sub-transmission or transmission system and pay rates applicable to 
GSL30 – 100 kV customers that are more representative of the costs they impose 
on the system.  

On page 48, Mr. Friesen states:  

The analysis does not address the core concern raised by MIPUG: that larger customers 
located near substations and served by dedicated assets may impose lower costs on the 
system than smaller customers relying on higher cost shared infrastructure. If proven to be 
the case, it can be assumed that these larger customers are paying rates for dedicated 
distribution equipment connecting them to the sub-transmission or transmissions systems 
that exceeds Manitoba Hydro’s cost-to-serve, conflicting with the principle of fair and 
reasonable rates based on costs. 

Question: 

a) With respect to the first recommendation for Manitoba Hydro to further analyze 
potential cross-subsidization, please explain how such an analysis would be used. 
Please identify the potential outcomes that such an analysis could lead to. Would 
the outcome potentially be a different customer class? 

b) With respect to the second recommendation, please confirm whether any 
GSL 0-30kV customers have approached Manitoba Hydro with requests to 
connect to the higher voltage sub-transmission system. If confirmed, what have 
Manitoba Hydro's responses to these requests been? 

Rationale for Question: 

To understand how Manitoba Hydro could reduce cross-subsidization in the GSL 0-30 kV 
class. 
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Response: 

a)  

Manitoba Hydro’s response to MIPUG/MH I-38 [PDF p. 123] indicates that four GSL 
750 V – 30 kV customers are served via dedicated distribution facilities. The response 
to MIPUG/MH II-25 indicates that these dedicated substations and DSCs are supplied 
via 115 kV transmission lines or 66 kV sub-transmission lines and the customers are 
connected directly to the low voltage side of the substation and therefore require 
neither primary nor secondary distribution lines [PDF p.165]. 

The response also indicates that on strict basis of cost causation, it may be 
appropriate to entirely exclude these customers from the cost of distribution lines, in 
ta similar manner to how Centra Gas Manitoba treats the Mainline Firm class on the 
natural gas system. Manitoba Hydro notes that the adjustment could be similar to the 
existing 30% adjustment under Allocator D36 NCP Demand for secondary distribution 
[PDF p.165]. 

Based on the above information, Manitoba Hydro should be able to reconcile the costs 
for the low voltage portion of the dedicated distribution facilities and examine the 
opportunity for direct allocation of those costs to the applicable customers. Since the 
costs imposed on the distribution system by these customers are now recovered 
through direct allocation, it would appear reasonable that they become eligible for GSL 
demand and energy rates applicable to the GSL 30 – 100 kV or GSL >100 kV 
subclasses depending on the voltage level at which the high voltage side of their 
dedicated distribution facilities are connected. 

Non-Dedicated Customers 

Information related to the proportional share of consumption and demand that may 
classify a GSL customer as a principal customer served by non-dedicated distribution 
facilities was not available in this proceeding. It is anticipated that a greater, but still 
limited, number of additional large customers in this lower voltage GSL subclass are 
served as principal customers on a non-dedicated distribution substation or primary 
voltage distribution line, where they represent greater than 50 percent of the 
connected load. Segmentation on this basis could reflect on whether appropriate 
allocations of cost for non-dedicated distribution assets, particularly poles and wire, 
are being assigned to large GSL 750 V – 30 kV customers. An analysis on this basis 
would consider whether current allocations of poles and wire costs are fair and 
reasonable. 

Existing allocators for non-dedicated station costs (D32) based on non-coincident 
demand appear reasonable for larger customers served by non-dedicated distribution 
stations. Allocators for Lines and Poles (D36) would appear to be more variable based 
on the anticipation that distribution stations may be in closer proximity to larger 
customers and therefore shorter in length. 
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Segmentation as outlined above, would provide a better understanding of the 
consumption, demand, and corresponding cost-to-serve imposed on the Manitoba 
Hydro distribution system by a small group of large customers within the GSL 750 V 
– 30 kV subclass. 

Customer Class 

The question about whether a different class could potential arise from this analysis 
is reasonable. 

A detailed breakdown of consumption amongst the top 56 net-metered customers 
identified in Appendix 7.3 is not presently available. A simple comparison of the 
available information indicates that these customers are responsible for nearly 60% 
of total consumption within the GSL 750 V – 30 kV subclass. Average consumption 
comparisons illustrate that the highest grouping of interval-metered customers have 
average usage that is close to 4x greater than the subclass average, and between 9 
and 34 times greater than the respective non-interval metered and lowest interval 
metered customer groupings. This comparison indicates that these customers are 
considerably larger than the average customer in this GSL class. 

 

A similar comparison of peak demand is limited by the available information provided 
in Appendix 7.3, Figure 3 and Appendix 4.2, Table 4.1. Appendix 7.3 used the sum of 
customer peak demands [PDF p. 4] while Appendix 4.2 used the class single highest 
peak demand during the 2022/23 study period [PDF p. 28]. Manitoba Hydro does 
however indicate that “the range in customer demands between the largest and 
smallest customers is similar to the range of energy usage” in Appendix 7.3 as 
illustrated by Figure 3 [PDF p. 4].  

These comparisons clearly illustrate the non-homogeneous nature of the GSL 750 V 
– 30 kV subclass. An analysis of the costs imposed on the distribution system by this 
limited number of large GSL customers, accounting for a majority of consumption 
within the class, would be expected to provide a better understanding of where 
potential cross-subsidization exists between larger and smaller customers in this 
subclass. Is it anticipated that the grouping (or some portion of the group) will be 
sufficiently large to warrant consideration for whether they, as a sub-group of outliers, 
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are subject to rates that are neither fair nor reasonable in proportion to the costs they 
impose on the distribution system. Is so, a new customer class may be warranted. 

b)  

Information pertaining to this question was not requested by MIPUG in IRs or provided 
by Manitoba Hydro in its filings. 

Mr. Friesen is aware of GSL 750 V – 30 kV customers deliberating about whether to 
accept service at the sub-transmission level when submitting requests for service 
upgrades due to facility expansions. Manitoba Hydro service extension policies at that 
time, combined with the evolution of emerging distribution technologies (DSCs) that 
lowered costs for distribution substations, were significant factors for determining the 
outcomes of those discussions. Manitoba Hydro responses on those occasions may 
no longer align with current service extension policies, which are not available to 
customers in the public domain. 
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1 assets where that's cost effective.  That can mean

2 spending a little bit more now but saving money in the

3 future.  Or prudent investments in the integration of

4 distributed energy resources, like distributed

5 generation and energy efficiency.  That raises a

6 similar trade-off between some upfront costs, but some

7 long-term benefits.  For example, we'll be advocating

8 in favor of the proposed investments in advanced

9 metering infrastructure, because we think they propose

10 that kind of cost for long-term benefits.

11                So, we hope to be able to provide a

12 helpful and unique perspective to this PUB hearing,

13 and we thank you for the opportunity to do so.

14                THE CHAIRPERSON:   Thank you, Mr.

15 Elson.  Ms. Erin Lawler Forsyth...?

16

17 OPENING COMMENTS BY MIPUG:

18                MS. ERIN LAWLOR FORSYTH:   Good

19 morning.  Thank you.  So, for the Board members who

20 don't know me, my name is Erin Lawlor Forsyth.  I'm

21 here as co-counsel with Mr. Antoine Hacault for the

22 Manitoba Industrial Power Users Group.  Mr. Hacault is

23 currently on route back to Canada from Asia.  So, we

24 expect him to be back tomorrow, jet lagged, but ready

25 to go.
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1                So, thank you for the opportunity for

2 MIPUG to participate in this GRA, and the opportunity

3 to be able to present MIPUG's views on the various

4 matters and issue in this Application.

5                I'm here today with Mr. Dale Friesen to

6 my left.  I can't see quite in the back, but Mr.

7 Patrick Bowman and Josh -- Mr. Joshua Dick are all

8 consultants of MIPUG, and who have provided evidence

9 in this proceeding.  So, they will be participating

10 throughout these next few weeks.

11                So, I'd like to provide just a little

12 bit of background on MIPUG.  MIPUG was formed in the

13 late 1980s to address matters of importance to

14 industrial electricity users in Manitoba.  MIPUG has

15 participated as an Intervener in each of Manitoba

16 Hydro's hearings since that time.

17                Currently, there are 16 MIPUG members,

18 which include a -- a lot of companies who I'm sure the

19 Board has heard of.  It includes Amsted in Winnipeg;

20 Canada Packers in Brandon and southern Manitoba;

21 Canadian Craft Paper from The Pas; Chemtrade and --

22 sorry, I'm trying to figure out the right volume use.

23 I think this is probably okay -- Chemtrade Logistics

24 in Brandon; CTD Group in -- of Integra Castings in

25 Winkler and Winnipeg; Enbridge from southern Manitoba;
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1 ERCO Worldwide in Hargrave; Gerdau from Selkirk;

2 HyLife Foods from Neepewa and southern Manitoba; Koch

3 Ind -- Industries --Industries from Brandon; Maple

4 Leaf in Winnipeg; Roquette from Portage la Prairie;

5 South Bow in Southern Manitoba; Simplot in Portage la

6 Prairie; TransCanada Energy in Isle ee Chene; and

7 WinPAC in Winnipeg.

8                So, in terms of some general comments

9 on behalf of MIPUG, there's three (3) main ongoing

10 concerns of the group.

11                So, firstly, that's stability and

12 predictability of rates, and ensuring rates for all

13 customer classes reflect the fair cost to serve them.

14                Secondly, flexibility in rate options

15 and a means to manage electricity costs, including

16 through optional programs;

17                And thirdly, ongoing reliability of

18 Manitoba Hydro system.

19                MIPUG members take a long-term view in

20 making capital investment decisions.  The long-term

21 cost of power is extremely important for operational

22 decisions, including ramping up or down of production,

23 and even more so to capital decisions regarding

24 investing in, expanding of, opening new, or sometimes

25 closing of plants.
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Approach 4 - Load Factor 
Customers were separated based on their load factor into two groups with approximately 1 
equal energy consumption in each group by setting the LF threshold at 60%.  The low load 2 
factor group also had lower average usage and peak demand. 3 

Figure 12 – Usage of Load Factor based subclasses (60% LF threshold) 4 

Load 
Factor 

Customer 
Count 

Usage 
(GWh) 

Revenue 
($ million) 

Average 
Usage 

(GWh per 
Cust) 

Average 
Revenue 
($ million 
per Cust) 

Average 
Peak 

Demand 
(MW per 

Cust) 

CP Load 
Factor 

NCP Load 
Factor 

Low 154 698 49.1 4.5 0.3 1.18 76% 70% 
High 70 767 47.7 11.0 0.7 1.85 87% 77% 
Total 224 1,466 96.7 6.5 0.4 1.39 81% 74% 

 5 

The differences in the average cost and revenue per kWh between the two groups defined 6 
based on load factor was more dramatic than under the other three approaches. The cost to 7 
serve a low LF customer was seven percent higher than a high LF customer (6.99 vs 8 
6.51¢/kWh) but the average revenue per kWh was 13 percent higher (7.02 vs 6.21 ¢/kWh) 9 
resulting in a five percent higher RCC for the low LF group. 10 

Figure 13 – RCC of Load Factor based subclasses (60% LF threshold) 11 

Load factor Total Revenue 
($ million) 

Average 
Revenue 
(¢/kWh) 

Total Cost 
($ million) 

Average Cost 
(¢/kWh) 

RCC 

Low 49.1  7.02 48.8 6.99 100.4% 
High  47.7 6.21  50.0  6.51 95.4% 
Total  96.7  6.60  98.8  6.74 97.9% 

 12 

Conclusion 

Manitoba Hydro has evaluated four potential criteria that could be used to define additional 13 
subclasses for the customers that are included in the existing the GSL 750 V – 30 kV subclass.  14 
As shown in Figures 14 and 15, the RCCs in all four scenarios were all within the Zone of 15 
Reasonableness of 95 to 105%.  These RCC results indicate that the differences in the cost to 16 
serve the diverse mix of customers included in the GSL 750 V – 30 kV subclass have already 17 
been effectively addressed through the existing rate design, which collects higher average 18 
revenues from customers that impose a higher cost to serve. There is no evidence of 19 
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excessive cross-subsidies between GSL 750 V – 30 kV customers, and Manitoba Hydro 1 
concludes that no changes to customer classification are necessary for the class. 2 

Figure 14 – RCC of End-Use Scenario 3 

End-Use Sector 
Commercial  98.0% 
Industrial  97.8% 

 4 

Figure 15 – RCC of Usage Based Scenarios 5 

Criteria Energy Demand Load Factor 
Low 98.5% 97.7% 100.4% 
High 97.2% 98.1% 95.4% 
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