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MH/DAYMARK I-1  

Part and 
Chapter: 

3.4 Selectable Energy 

Efficiency 

Page 
#: 

37 

Topic: Energy Efficiency 

Subtopic Modeling energy efficiency as a resource 

PREAMBLE: 

At page 37 of their report, Daymark states,  

“…we do not consider it appropriate to limit the size of the Selectable 

Energy Efficiency resources to the Maximized Potential incentive case, 

which assumes incentive levels equal to 100% of the incremental cost 

of the measure. The maximum level that Efficiency Manitoba can spend 

on incentives under today’s standards for program and incentive design 

is not the question an IRP should be answering. Instead, the IRP should 

communicate the point at which incentive and funding levels provide 

beneficial energy efficiency as part of the resource plan(s) resulting from 

the IRP evaluation.   There may be electric energy efficiency measures 

that are beneficial to be added to resource plans being analyzed where 

incentives exceed the total incremental cost of the measure. Given that 

the capacity expansion model chose some of the Selectable Energy 

Efficiency measures to their maximum available level (discussed in 

Section 7.5.2), it is likely that excluding the additional economic potential 

results in the model not meeting the goal of identifying a least-cost plan.   

In the DSM MPS, the Maximized Potential incentive case only includes 

46% of the Economic Potential for energy savings and 40% of the 

Economic Potential for demand savings. Limiting efficiency resources 

that could be selected based on the Maximized Potential scenario 

prematurely eliminates a large amount of Economic Potential from 

evaluation...” 

In regard to why there remains additional economic potential beyond that of 

achievable potential Dunsky states, “Raising incentives can lead to increased program 

savings, but for some measures and end-uses, even at the Maximized scenario 
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incentive levels, a substantial portion of the net economic savings remain unachieved. 

These uncaptured savings represent cost-effective opportunities that are inhibited for 

reasons beyond customer financial benefits (e.g., limited customer awareness and 

knowledge, technology/intervention complexity and time requirements, etc.) as 

decisions to participate in energy efficiency are not solely about incentive levels.” 

(https://efficiencymb.ca/wp-content/uploads/Efficiency-Manitoba-15-year-Market-

Potential-Study.pdf) 

Additional reference: PUB-MH I-70-f-l from the Fiscal 2026 to 2028 Electric GRA 

For reference, Dunsky’s Market Potential Study Volume 1 (page 5) defines the 

following:  

“Technical potential is all theoretically possible energy savings 

stemming from the applied measures. 

Economic potential is a subset of technical potential that only includes 

measures that pass cost effectiveness screening. This study screens 

measures based on the marginal resource cost (MRC) test and 

evaluates programs based on the Program Administrator Cost Test 

(PACT). More detailed descriptions of this process are included in 

Volume II. 

Achievable potential is savings stemming from the customer adoption of 

savings measures. Each of the models employed in this study applies 

customer adoption curves based on a combination of customer cost-

effectiveness and market barrier level parameters to the estimate 

adoption of measures to be expected in the real world.” 

Later within page 5 it further defines Maximized Potential, which was used for 

modelling, as, “A Maximized scenario that represents achievable potential under the 

highest reasonable incentive levels – generally 100% of incremental customer costs.”  

https://efficiencymb.ca/wp-content/uploads/Efficiency-Manitoba-15-year-Market-Potential-Study.pdf
https://efficiencymb.ca/wp-content/uploads/Efficiency-Manitoba-15-year-Market-Potential-Study.pdf
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QUESTION: 

a) Is it common practice for utilities to use economic potential, as defined by Dunsky, 

to create development plans for their integrated resource plan? 

b) Is this considered best practice by organizations such as ACEEE or Berkley 

National Laboratory, etc. for utilities to use economic potential, as defined by 

Dunsky, to create development plans for their integrated resource plan? 

c) Please list utilities in Canada and the US, with a preference for Canada, that use 

economic potential, as defined by Dunsky, to create development plans as part of 

their integrated resource plans. 

d) In Daymark’s expert opinion, when establishing a recommended development plan 

is there more risk to ensuring sufficient supply to meet demand for a plan which 

includes a larger amount of DSM based on a theoretical upper bound and less 

supply side resources or a plan with a lower amount of DSM that represents an 

aggressively achievable upper bound and more supply side resources? 

RATIONALE FOR QUESTION: 

Manitoba Hydro seeks to further understand the benefit of modeling energy efficiency 

beyond that which is deemed achievable in aggressive DSM programs, as defined in 

Dunsky’s Market Potential Study, which was provided to MH from Efficiency Manitoba 

as the basis for modeling additional Selectable Energy Efficiency. 

RESPONSE: 

a. Yes, it is common practice for utilities to use economic potential of energy 
efficiency from Potential Studies, or at least some portion of economic 
potential, when developing integrated resource plans. In practice, this often 
involves adjustments to the economic potential to reflect achievability 
constraints. The maximum achievable scenario is an example of where the 
economic potential is reduced to what can be achieved in the market.  

However, Daymark’s concern is that the pre-test of economics within the 
market potential study is not necessarily consistent with economic analysis 
being performed within the IRP analyses. The avoided costs in the market 
potential study do not have a direct relationship with the savings from 
energy efficiency resources in the IRP development plans. As a result EE 
may be limited on economic criteria that is not aligned with the IRP analysis.  
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b. Daymark’s understanding of the ACEEE’s or LBL’s discussions of energy 
efficiency potential studies is that their primary use is for program design 
and secondary use is for longer term resource or system planning studies. 
In that context, the focus is typically on utilizing economic potential or a 
portion thereof that represent achievable potential.  

c. Daymark has not compiled the requested list of utilities that use economic 
potential. 

d. Daymark believes that the question is too abstract to enable Daymark to 
provide a definitive expert opinion. Daymark’s view is that an IRP should 
rigorously evaluate the risks associated with all resources included in a 
developmental plan, including both demand-side management and supply-
side resources. 
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MH/DAYMARK I-2  

Part and 
Chapter: 

7.3.1 Page 
#: 

147 

Topic: Modelling tools and methodology 

Subtopic Chronologic modelling to assess resources under future grid 

evolution  

PREAMBLE: 

At page 147 of their report, Daymark states:  

“While the approach is currently suitable for those applications, as the 

grid becomes more complex, it is likely that IRP modelling could benefit 

from a more detailed chronological model. As electrification, behind the 

meter generation, and non-hydro renewable generation increases, the 

system volatility is also likely to increase.” 

In the Fiscal 2026–2028 General Rate Application, Tab 4 – Energy Demand & Supply 

Assumptions, at page 31, Manitoba Hydro states: 

“Manitoba Hydro is also embarking on a multi-year initiative to evolve its 

reliability analysis modelling used to assess the adequacy of its supply 

system considering factors such as equipment forced outages, the 

performance of variable renewable resources and the reliability of 

neighbouring systems. Although results are not yet available, it is known 

that reduced performance of assets such as the HVDC system will add 

pressure to our net revenues and balancing supply with demand until 

asset reliability can be stabilized.” 

The following slide was presented to Daymark at the introductory stage of the 

engagement:  
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QUESTION: 

Given the background provided in the preamble, and Manitoba Hydro’s plan to evolve 

its modelling using the Strategic Energy & Risk Valuation Model (SERVM), by 

PowerGEM, to undertake chronological, probabilistic resource adequacy studies - 

including assessment of the integrated performance and effective load carrying 

capability of resources such as batteries, demand response, and wind - can Daymark 

confirm that Manitoba Hydro’s planned modelling approach for the next IRP is 

consistent with best practices, that SERVM is a standard modelling tool used for 

resource adequacy study, and that this approach aligns with Daymark’s suggestion? 

If not, please clarify. 

RATIONALE FOR QUESTION: 

Manitoba Hydro seeks to confirm understanding of Daymark’s observations related to 

detailed reliability modelling and suggested improvements for future IRPs. 

RESPONSE: 

No, the information provided by Manitoba Hydro does not fully address Daymark’s 

suggestion. As noted, SERVM is commonly used for resource adequacy studies and 

effective load carrying capability (ELCC) studies. These are important elements of 

planning and SERVM is a standard tool for those applications. However, it does not 

perform the type of capacity expansion or production cost modelling analysis required 

in an IRP. As compared to the 21-block approach, an hourly chronological capacity 
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expansion model may arrive at different conclusions regarding the lowest-cost 

resource portfolio, particularly in a system with increasing load volatility, intermittent 

resources such as wind and solar, and battery storage. The use of SERVM for a 

resource adequacy analysis does not address this concern. 
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MH/DAYMARK I-3  

Part and 
Chapter: 

Executive Summary - Core 

Conclusions 

Page 
#: 

14 

Topic: Market Capacity Imports 

Subtopic  

PREAMBLE: 

Per Daymark’s report at page 14: “Manitoba Hydro may not have fully considered 

feasible options to mitigate the risk of capacity shortfalls, specifically import capacity 

purchases that could temporarily defer addition of incremental capacity during a period 

of significant load growth uncertainty.” 

As explained in CC-MH I-40, “To rely on an import resource in Manitoba Hydro’s long-

term plans, including its Long-Term Resource Adequacy submission to NERC, 

Manitoba Hydro would be required to negotiate and execute a contract with a 

counterparty willing to commit generation capacity to Manitoba Hydro on a long-term 

basis. NERC requirements related to capacity contracts are described further in 

CC/MH I‑29 a).” 

QUESTION: 

a) Please confirm whether Daymark is asserting that import capacity purchases were 

not considered sufficiently in Manitoba Hydro’s analysis, or whether the concern 

relates to the role that capacity imports played within the 2025 IRP analysis. 

b) Given current market conditions and lead times required to procure capacity 

resources in Manitoba and negotiate capacity purchases, as referenced in the 

preamble, can Daymark please explain the considerations required if Manitoba 

Hydro were to materially relax the capacity import limits in the model and ultimately 

rely on unsigned bilateral capacity purchases? 

RATIONALE FOR QUESTION: 

To understand what Daymark sees as the role for market capacity imports to play over 

the development plan period to 2035 for Manitoba Hydro. 
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RESPONSE: 

a) In the quoted passage, Daymark is asserting that the consideration of the value 
of imports was overly narrow. Long-term contracts are not considered as a 
potential supply resource, and Manitoba Hydro did not use realistic 
assumptions to consider the value of short-term capacity contracts as a 
resource to potentially defer capacity additions until there is more certainty 
regarding the magnitude of capacity needs, or until other longer lead-time 
resources are available. 

Manitoba Hydro currently relies on 700 MW of contracted import capacity as 
an important component of its winter capacity portfolio, over 10% of total supply 
resources. And Manitoba Hydro recently signed new agreements to extend or 
increase some of these existing agreements and has signed entirely new 
diversity exchange agreements (GSS-GSM/MH I-11a). In total, these new 
contracts add between 150 MW and 300 MW of incremental imports for the 
period between 2028 and 2035. 

These agreements provide important optionality and risk mitigation for 
Manitoba Hydro’s portfolio, which is precisely what Daymark’s Report was 
suggesting in the quoted passage. With focused sensitivities, the IRP analysis 
could have been used to help quantify the system benefit of these short-term 
contracts and help Manitoba Hydro determine at what price it should pursue 
such options. 

b) Daymark did not suggest that Manitoba Hydro “rely on unsigned bilateral 
capacity purchases,” nor did we suggest that Manitoba Hydro should include a 
long-term capacity purchase option at a certain price as a selectable resource 
and simply assume that a comparable purchase opportunity would materialize. 
As discussed in the response to part (a) above, Daymark suggests that the IRP 
analysis can be used to help determine the value of short-term (or long-term) 
capacity purchases which can provide intelligence for Manitoba Hydro as it 
engages in the marketplace.  
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MH/DAYMARK I-4  

Part and 
Chapter: 

Executive Summary - Core 

Conclusions 

Page 
#: 

14 

Topic: Supply and Demand Balance 

Subtopic  

PREAMBLE: 

Per Daymark’s report at page 14: “Manitoba Hydro developed the IRP to balance dual 

objectives of affordability and reliability, and the totality of the analysis suggests that 

the Recommended Development Plan likely skews towards a higher level of capacity 

build, to the detriment of affordability, in order to improve reliability outcomes in a load 

growth scenario that is unlikely to develop in the near term.” 

Attachment 1.2 Appendix 2 2025 IRP development process, section 2.3.2, pg 24 

“Through modelling and analysis it was observed that the risks of underbuilding are 

far greater than overbuilding – this means that it is much easier to slow down or scale-

back a development plan than to accelerate or add to it.  A build-out target, helps us 

identify potential development plans that proactively protect in-service dates to avoid 

needing to accelerate the plan. In this way, we are better placed to support higher load 

growth in Manitoba and manage other key risks, while also being flexible should 

identified risks do not materialize (e.g., if load does not grow as fast as projected)” 

Appendix 9.2, p.5, “Planning to the 2025 IRP build-out target provides resilience 

against most reliability-related risks affecting the supply-demand balance.” 

QUESTION: 

a) Please confirm whether Daymark agrees that there is an asymmetric risk to 

Manitoba Hydro based on underbuilding versus overbuilding? 

b) What role does Daymark see for the recommended development plan to mitigate 

risks stemming from outages of the existing Manitoba Hydro system (such as from 

an HVDC or generating station forced outage)?  
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RATIONALE FOR QUESTION: 

To understand how Daymark views the role of the recommended development plan to 

help mitigate risks to Manitoba Hydro’s system. 

RESPONSE: 

a) Daymark agrees that there is an asymmetric risk to Manitoba Hydro based on 

underbuilding versus overbuilding and based on what resources are selected for 

a given development plan. Both dimensions (over- versus under-build and type of 

resource in the plan) are important to understand when seeking to balance risk to 

ratepayers. 

A key reason for the asymmetric risk is that it is harder to recover from an under-

build than an over-build. Underbuilding risk can be seen in two primary impacts. 

First, and most importantly, reliability can be compromised if the under-build is 

severe enough or the growth in need is too fast to recover from easily. Second, the 

options available to plan and select least-cost resources that are strategic and fit 

within long-term planning are more limited when a utility finds itself in an under-

built situation. In fact, Daymark believes that this current IRP is the result of an 

under-building that is causing Manitoba Hydro to have to analyze, select, and build 

or buy resources on an expedited basis. 

Over-build risk, on the other hand, is primarily seen through the deployment of 

capital that was not needed, leading to costs that could have been avoided. 

Additionally, over-build risk can be mitigated to some extent. Some methods 

available for mitigating over-build results include marketing the excess capacity 

and delaying or laddering in planned capacity to allow for adjustments when need 

does not materialize. Customer side solutions can be a good source of mitigation 

of potential over-builds, as typically those programs can be adjusted down quickly. 

To the extent that the over-build is the result of economic factors, customer side 

solutions may tend to automatically correct as customers feel the pinch of those 

economic impacts. 

Calling this risk asymmetric is not to suggest that over-building is not a potential 

problem, as it can be, especially if a utility seeks to avoid under-building to the 

point of incurring significant unnecessary costs. Balancing these two risks remains 

a key consideration for all parties as plans are made for future development. 
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It is our belief, however, that some amount of over-building is likely to be the 

optimal balance of risk due to this asymmetry.  

b) All systems have risks that stem from potential outages. Reliability studies are 

critical to ensure that any system is prepared to reliably deliver power through 

reasonably foreseeable outages. Daymark believes that all available capacity, 

including the existing system and any approved and financed additions, have a 

role to play in mitigating risks stemming from outages of the existing Manitoba 

Hydro system (such as from an HVDC or generating station forced outage). 
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MH/DAYMARK I-5  

Part and 
Chapter: 

4. - Manitoba Hydro Load 

Forecast 

Page 
#: 

50-118 

Topic: Load Projections 

Subtopic  

PREAMBLE: 

In its review of Manitoba Hydro’s 2025 Integrated Resource Plan (IRP), Daymark 

Energy Advisors provided commentary on the methodologies and assumptions 

underlying the development of the IRP’s load projections. The report includes 

observations and recommendations regarding certain elements of the analytical 

methods and input assumptions, and notes that some of these may warrant further 

consideration or refinement in future IRPs.  

QUESTION: 

Please identify any specific assumptions underlying Manitoba Hydro’s load 

projections in the 2025 IRP with which Daymark would recommend alternative 

approaches. 

RATIONALE FOR QUESTION: 

This request is intended to clarify whether Daymark has identified particular load 

projection assumptions that differ from its own expectations or industry standards. 

RESPONSE: 

Daymark has identified a few assumptions and methodological approaches that 

deserve further consideration. The response below is primarily regarding the IRP 

scenario construction approach and how assumptions were modified across these 

scenarios. Further analysis of specific models and assumptions in the 2024 forecasts 

may be reasonable but was not conducted beyond the discussion provided in 

Daymark’s report. 
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Inclusion of a Reference Case in the IRP 

In our experience, typical load forecasting practices for IRP modeling includes an 

explicit P50, or Reference Case. This Reference Case uses status quo assumptions 

across all forecasting models, either based on third-party forecasts or otherwise 

reasonable assumptions that represent status quo trends. At the time of the IRP 

analysis, the most recent version of such a Reference Case was the 2024 Electric 

Load Forecast (2024 ELF) and the 2024 Natural Gas Volume Forecast (2024 NGVF) 

which was represented as a P50 case in the most recent General Rate Application. 

The inclusion of a Reference Case allows for the comparison of all modified scenarios 

against a common and understood set of future conditions. This practice facilitates 

analysis of load uncertainty caused by various factors and can facilitate a robust and 

transparent dialogue with stakeholders. 

Calculation of High and Low Economic Trends 

The approach to calculating economic indicators in the three IRP scenarios is not a 

typical approach to scenario development we see in other utility jurisdictions. 

Currently, Manitoba Hydro takes the maximum, average, and minimum growth rates 

calculated over various historical time periods to inform future growth rates. As a 

result, the Baseline and High projections may not necessarily represent alternate 

future scenarios that are likely to materialize, as the maximum and minimum historical 

growth rates are unlikely to occur over an extended period of time. 

It is more typical for a utility to produce alternate scenarios relative to a Reference 

Case forecast of load growth. For example, consider the forecast of Manitoba’s Real 

GDP used in the 2024 forecasts and the 2025 IRP scenarios. In the 2024 ELF, this 

economic indicator grows annually at rates from 1.46% up to 2.00% with a compound 

annual growth rate of 1.55% from 2024 through 2050. Treating this forecast as a 

reference, a High Economic Growth scenario in another utility jurisdiction might 

assume that this indicator would grow at a rate that is 5% faster than the reference 

case (for example), producing a CAGR of 1.62% across the forecast period. This 

growth rate is significantly lower than the CAGR in the filed High projection, which was 

approximately 2.20% across the same forecast period. Even an aggressive growth 

scenario, such as 10% faster than reference, would produce a CAGR of 1.71%. 

This approach toward defining alternate growth assumptions utilizes the expectations 

of the reference case forecast and then adjusts growth rates to reflect a specific 



 Integrated Resource Plan and Major New Facilities Review 

 MH/Daymark Information Requests 

 

May 8, 2026 Page 15 of 20 

alternate future. This allows a utility to plan for a specific risk (that the economy will 

grow faster or slower than expected), while still accounting for the most recent market 

data that is available in the third-party forecasts that inform the Reference case. This 

approach also avoids the risk of generating unreasonably high or low growth 

assumptions. The specific adjustment level may vary depending on the expected level 

of risk, but the approach helps tether the high and low economic scenarios to the 

status quo case, making them easier to interpret and discuss with stakeholders. 

Utilization of Different Scenarios for Different Future Risks 

The three load projections in the IRP currently represent broad scenarios of Baseline, 

Medium, and High Load growth. While descriptive, the names do not represent any 

particular load related risk that Manitoba Hydro is concerned about and attempting to 

mitigate through the development plans. This happens because multiple separate 

future risks are being blended together into singular scenarios. Elevated rates of 

economic growth, population growth, inflation, EV adoption, and other assumptions 

are all embedded in the Medium and High Load Projections. 

This approach suffers from two fundamental issues. First, it is unlikely that all of these 

assumptions would be simultaneously elevated for any given year, let alone for a 10- 

or 25-year period. As such, while these scenarios represent possible futures, they do 

not represent probable futures. This issue makes these projections less useful for the 

determination of a reasonable balance between under- and over-build. 

Second, because so many variables are changing at once, it is difficult to determine 

which factors are most impactful. This issue is reflected in two challenges. First, it is 

difficult to explain exactly what is going on within any one load projection, which 

reduces transparency and is a barrier to deeper engagement with stakeholders. 

Second, with so many changes within a single forecast, these projections will be 

significantly less useful in interpreting future actual results. This could mean that 

Manitoba Hydro will have less learnings going into future IRPs than if they had more 

scenarios with distinct future conditions (high and low economic scenarios, medium 

and high policy scenarios, etc.)  



 Integrated Resource Plan and Major New Facilities Review 

 MH/Daymark Information Requests 

 

May 8, 2026 Page 16 of 20 

MH/DAYMARK I-6  

Part and 
Chapter: 

Daymark Energy Advisors 

Report, Section 4.4.1  

Page 
#: 

53, 54 

Topic: Residential Basic Customers 

Subtopic  

PREAMBLE: 

On pages 53–54 of the report, Daymark states that the Residential Basic customer 

forecast is allocated by heating type using “an end-use model that considers various 

factors … as well as a logistic regression to forecast the rate of adoption for electric 

heating.” 

Manitoba Hydro understands that its methodology instead uses a logit transformation 

of electric heat market shares, estimated using linear time-series regression, rather 

than a logistic regression model. 

QUESTION: 

Has Daymark misstated Manitoba Hydro’s methodology by describing the use of a 

logistic regression, rather than a logit-transformed linear time-series regression? If so, 

please confirm and correct this description. 

RATIONALE FOR QUESTION: 

This question is intended to correct a technical mischaracterization in the Daymark 

report. A logit transformation is used to keep electric heat market shares unbounded 

while permitting linear time series estimation; it is not equivalent to a logistic 

regression. 

RESPONSE: 

Upon further review of the models, Daymark acknowledges that this was a 

misstatement in our report. We will address this confusion when we file our updated 

report. 
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MH/DAYMARK I-7  

Part and 
Chapter: 

Daymark Energy Advisors 

Report, Section 4.4.1  

Page 
#: 

54 

Topic: Saturation of Electric Heat 

Subtopic  

PREAMBLE: 

On page 54 of the report, Daymark defines Saturation of Electric Heat as the following: 

“...the portion of the new customers that are expected to use electric heating, 

calculated based on forecasts of real natural gas prices, real electricity prices, and the 

efficiency of gas furnaces which are inputs into an autoregressive regression of 

historical adoption rate of electric heating in new dwellings.” 

Manitoba Hydro’s methodology forecasts electric heating market share in new 

dwellings as the output of an autoregressive regression model. This forecasted market 

share is then used as an input to the end-use model, which calculates future 

saturation. The resulting saturation is subsequently used as an input to the Residential 

Average Use econometric model. 

QUESTION: 

Has Daymark misstated Manitoba Hydro’s methodology by describing saturation as 

being calculated directly from an autoregressive regression, rather than being derived 

from the end-use model using forecasted electric heating market share as an input? 

If so, please confirm and correct the description. 

RATIONALE FOR QUESTION: 

This question seeks to correct a mischaracterization of the modeling sequence used 

by Manitoba Hydro.  

RESPONSE: 

Upon further review of the models, Daymark acknowledges that our description was 

imprecise and could be misleading. We will address this confusion when we file our 

updated report. 
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MH/DAYMARK I-8  

Part and 
Chapter: 

Daymark Energy Advisors 

Report, Section 4.4.3  

Page 
#: 

57 

Topic: General Service – Top Consumers 

Subtopic  

PREAMBLE: 

On page 57 of the report, Daymark states that beyond year five Manitoba Hydro 

forecasts Top Consumer sales using an econometric model that includes: 

“Price: the real electricity price for Top Consumers, lagged by one year.” 

Manitoba Hydro notes that, in the model shared with Daymark, the real electricity price 

variable enters the econometric specification in level form, not as a lagged variable. 

QUESTION: 

Has Daymark incorrectly described the Top Consumer econometric model by stating 

that price is lagged by one year, when the model specification provided by Manitoba 

Hydro uses price in levels? If so, please confirm and correct the description. 

RATIONALE FOR QUESTION: 

This question seeks to correct a specification error in Daymark’s description of the 

econometric model. 

RESPONSE: 

Upon further review, there appears to be an inconsistency between the econometric 

model and the 2024 Electric Load Forecast Report. On p. 49, the “Top Price” variable 

is described to be “lagged by 1 year,” while the model spreadsheet shows no lag. 

We will address this confusion when we file our updated report.  
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MH/DAYMARK I-9  

Part and 
Chapter: 

Daymark Energy Advisors 

Report, Section 4.4.7 

Page 
#: 

65 

Topic: Electric Heating Market Share Model 

Subtopic  

PREAMBLE: 

On page 65 of its report, Daymark states that the Electric Heating Market Share model 

may not sufficiently consider factors such as government incentives and disposable 

income when forecasting adoption of electric heating in new homes. 

Manitoba Hydro understands that the Electric Heating Market Share model is 

estimated using historical electric heating adoption (market share) data, regressed on 

the electricity-to-gas price ratio. As such, the model is revealed-preference based, 

reflecting observed market shares that already embody the historical effects of 

incentives, income levels, and policy conditions. While income trend is suitable for 

exploratory testing, future government incentives and policy measures are inherently 

uncertain and episodic, and are therefore not readily forecastable as explicit model 

inputs. 

QUESTION: 

In identifying incentives and income as potential missing factors, how does Daymark 

account for the fact that the historical impacts of these factors are implicitly captured 

in the revealed-preference electric heat market share model used to estimate the 

model? Further, does Daymark view income as a candidate for sensitivity analysis, 

while recognizing that explicitly modeling future government incentives and policy 

measures may introduce additional uncertainty rather than improving forecast 

reliability? 

RATIONALE FOR QUESTION: 

This question seeks to clarify whether Daymark’s comments reflect a concern with 

model specification or a recognition of uncertainty associated with forecasting future 

policy environments.  
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RESPONSE: 

While policy impacts may be implicitly captured in the price inputs of the Electric 

Heating Market Share model, their impact on future consumption may only be partially 

captured. Daymark’s understanding of the model is that future rates of electric heating 

adoption are predicted based on historical rates of adoption and the calculated 

electricity-to-gas price ratio. However, adoption of electric heating could be 

significantly impacted by future policy measures such as the availability of tax rebates 

for electric heating technologies, which may be significantly more aggressive than 

historical policy measures. Measures such as these that could be reasonably 

quantified and forecasted based on expected future availability could provide 

additional explanatory power to the model. While it is not clear that these variables 

would necessarily be statistically significant additions to the model, testing their 

inclusion is a reasonable step in future forecast vintages, particularly in light of the 

provincial guidance to plan for increased focus on the 2050 net-zero economy policy. 

Regarding the inclusion of disposable income, yes, Daymark believes this is a 

candidate for future sensitivity testing in the Electric Heating Market Share model. 

Furthermore, in the context of an IRP, we do not believe that the introduction of 

additional uncertainty is necessarily problematic. Manitoba Hydro, like all utilities, is 

faced with the task of planning for long lead resources to meet evolving consumption 

trends, which are challenging to predict. Improved ability to understand how each 

material variable may influence load can be a powerful tool in better understanding 

potential under- or over-build risk, identifying key trends that should be tracked, and 

communicating these planning concepts to the Board and intervenors. 

While there’s no certainty that these recommendations will prove useful after 

appropriate testing, the recommendation to rigorously test them is consistent with best 

practices and could lead to beneficial change. 
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