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Topic: Modelling Approach 

Subtopic Benefit-cost analysis 

PREAMBLE: 

 

QUESTION: 

a) Are the net system cost values outputted directly from the PSR model, or 

calculated through post-processing?  

b) Please list and describe the spreadsheets used to calculate the net system cost 

values. Please provide those spreadsheets for each scenario considered.  

c) Please provide a full list of the benefit and cost categories that are and are not 

monetized and accounted for in Manitoba’s net system cost calculations. Please 

provide this in a table with columns listing the type of impact, a description of the 

impact, and whether/how it is monetized and included in the net system cost 

calculations (including flags for instances where it is only partially accounted for). 

Please include in the table all of the impacts listed in Part 4 National Standard 

Practice Manual For Benefit-Cost Analysis of Distributed Energy Resources, 

August, 2020 (link, commonly known as the “NSPM”), including those described in 

table 4-1. Please also note each instance where an impact cannot be modelled 

due to the design of or limitations of PSR’s model. 

d) How did Manitoba Hydro decide which impacts categories (i.e. costs and benefits) 

to include in its calculation of net system costs? Did Manitoba Hydro consult any 

reports or manuals on cost-benefit analysis? If yes, please provide links to those 

(or attach any not available on-line).  

e) Which of the traditional cost-effectiveness tests best describes or corresponds with 

the approach to calculating net system costs used by Manitoba Hydro. (For a 

description of the traditional cost-effectiveness tests, see Appendix E, starting at 

PDF page 261, of the NSPM).  
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f) Do the net system cost calculations account for avoided fossil fuel costs aside from 

natural gas (e.g. gasoline, petroleum, propane, oil, and diesel), in whole or in part? 

Please explain in detail. For example, do the calculations account for avoided 

gasoline costs associated with higher electric vehicle uptake in the higher load 

growth projections? If not, please provide a rough estimate of said benefits.  

RATIONALE FOR QUESTION: 

Among other things, these questions explore and clarify the modelling approach used 

and the inputs.  

RESPONSE: 

a) The net system cost outputs, as presented in Appendix 7.2, are calculated through 

post-processing, as described in Appendix 7.1 Section 9.2. 

b) Please refer to the response to PUB/MH I-45 part a) and Attachment 1 to that 

response, which provide summary tables of net system cost calculations for the 

scenarios, sensitivities, potential development plans, and supporting Least Regret 

Analysis plans. Manitoba Hydro has separately provided a copy of PUB/MH I-45 

part a) (public version) in Excel format to the PUB and Interveners. 

c) Details of the net system cost calculations are provided in Section 9.2 of Appendix 

7.1. This includes a full listing of the costs and benefits that are monetized and 

included in the net system cost calculation. A table summarizing this information is 

provided below for reference.  
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Table 1:Summary of Cost and Benefits in Net System Cost Calculation 

Description Cost/Benefit Type  

Revenues from signed firm export contracts Benefit Fixed Costs and 

Revenues  Operating & administrative costs (includes the 

Program Administration Costs for Efficiency 

Manitoba’s Demand Side Management (DSM) 

projected savings) 

Cost 

Net financing costs Cost 

Depreciation & amortization costs; Cost 

Taxes (Capital and Other) – partial, for serving 

existing system; 

Cost 

Fuel & power purchase costs – partial, for serving 

existing system 

Cost 

Revenue categorized as other Benefit 

Costs categorized as other Cost 

Additional revenue requirement – includes net 

income to keep financial targets whole 

Cost 

Cost of gas sold Cost Incremental Costs 

Associated with 

Different Load 

Projections 

Marginal changes to underlying expenses for gas 

and electric Transmission & Distribution, 

encompassing operating &administrative costs, 

net financing costs, depreciation & amortization 

costs, and taxes 

Cost 

Opportunity export revenue Benefit Variable Costs and 

Revenues output from 

each Model Run 
Fixed expenses associated with new supply 

resources, including: capital investments and fixed 

operating and maintenance costs, taxes, and 

Program Administrator Costs (assuming 100% 

incentives) for Additional Energy Efficiency 

Cost 

Variable production costs, including: fuel costs, 

variable operating and maintenance costs, GHG 

emission pricing, market purchases, and water 

rental costs 

Cost 

 

The table above does not provide a full list of the benefit and cost categories 

monetized and accounted for in Manitoba’s net system cost calculations based on 

the Part 4 National Standard Practice Manual For Benefit-Cost Analysis of 

Distributed Energy Resources (“NSPM”), August, 2020.  
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Manitoba Hydro is unable to complete an assessment of the costs and benefits 

and related utility impacts listed in the NSPM manual in the timeline provided to 

respond to all information requests received. A proper assessment of whether 

these impacts can be modelled would require a thorough review of the NSPM 

manual and how they relate to Manitoba Hydro’s own analysis.  This review is 

expected to take approximately 40 hours of work, which is a very cursory estimate 

of time required and would need to be confirmed. Producing a full list of the benefit 

and cost categories that are and are not monetized and accounted for in 

Manitoba’s net system cost calculation would take additional analysis time I 

estimated at a cursory level of at least an additional 40 hours. 

d) The categories included are specific to the resources considered and were based 

on approximating the categories that are generally included as costs and revenues 

in Manitoba Hydro’s consolidated financial statements. No other reports or 

manuals on cost-benefit analysis were directly consulted. 

e) Manitoba Hydro is unable to complete a comparison of the approach used for the 

IRP and the cost-effectiveness tests as described in the NSPM in the timeline 

provided to respond to all information requests received. A proper comparison 

would require a thorough review of the NSPM manual and how the tests outlined 

compare or not to the approach followed in Manitoba Hydro’s own analysis. 

Undertaking this review is expected to take approximately 40 hours of work 

(concurrent with the review work estimated in part c).  

f) The net system costs do not account for avoided fossil fuel costs that would be 

captured by customers. Please see the response to MEED/MH I-2a for a 

description of how these costs were included in the energy wallet analysis of the 

IRP.  


