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2018 03 21 
 
Honourable Cliff Cullen  
Minister of Crown Services 
Room 314 Legislative Building 
Winnipeg, MB Canada 
R3C 0V8 
 
Dear Minister Cullen: 
 
We are writing today to advise you of our decision to resign as members of the Manitoba 
Hydro Electric Board (MHEB) effective immediately.  For over a year we have attempted to 
meet with the Premier to resolve a number of critical issues related to the finances and 
governance of Manitoba Hydro, including matters related to Hydro’s efforts to further 
develop its relationship with Indigenous peoples. Despite repeated attempts we have not 
been able to have a meaningful dialogue with the government and we have reached an 
impasse. We have been informed the government intends to remove the Chair and has 
therefore lost confidence in the Board. Accordingly we have determined that it is necessary 
to resign.   
 
We wish to reiterate our serious concerns regarding the circumstances surrounding the 
governance at Manitoba Hydro. In addition to having received no guidance or support in 
terms of how to proceed to tackle the financial challenges at Manitoba Hydro, we have been 
advised by the province that Hydro is not authorized to enter into agreements with 
Manitoba’s Indigenous communities, an integral part of Hydro’s activities. It is clear that the 
Premier does not have confidence in this board, nor does he have the intention to take 
responsibility for the workout of Hydro’s financial problems. We have done our very best to 
carry out the duties we accepted in May of 2016.  But the lack of engagement from the 
Principal decision maker in the province of Manitoba has made it impossible to fulfill our 
fiduciary obligations as MHEB members. 
 
It is important to clearly state, once again, our understanding of the governance 
expectations at the time of our appointment to the MHEB in May, 2016. At that time we 
were advised by Premier Pallister and by the then Minister for Crown Services, Hon. Ron 
Schuler, that the government recognized that Manitoba Hydro faced some very challenging 
issues caused by historically poor governance and mismanagement.  The Premier and the 
Government said they wanted a Manitoba Hydro Board with deep business and financial 
experience to provide proper, meaningful oversight and direction to the province’s largest 
business. As proud and committed citizens of Manitoba, we saw this as both an opportunity 
and a duty to provide an important service to the community. Many of us have extensive 
experience in business and finance and we expected that our collective backgrounds would 
be very helpful in the governance and oversight of Hydro. And we put our full effort into the 
task at hand. 
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Immediately upon our appointment we initiated and completed a detailed analysis of 
Manitoba Hydro’s business and finances. We quickly came to the realization that Manitoba 
Hydro was in a perilous financial position due primarily to imprudent decisions respecting 
the Bi Pole 3 transmission line and the Keeyask generating station.  We were aware that 
some members of the new government – as well as many Manitobans – felt these projects 
should be cancelled. Our exhaustive review concluded that cancellation was not the 
responsible option.  Our detailed financial analysis led us to the conclusion that these 
projects had to be completed. The projects were far too advanced to cancel.   
 
The nature and scale of the financial problems we uncovered have been well publicized: A 
serious operating cash flow deficiency; massive over-investment in capital projects which 
will not generate acceptable returns and which, in the case of Keeyask, will not be needed by 
Manitobans for decades; a wafer-thin equity position; and very significant business risks, the 
timing of the occurrence of which are hard to predict but which, if they occur, could put the 
foundation of Manitoba’s public finances at serious risk. 
 
We have always known that doing nothing was not an option. Hydro faced enormous 
challenges with no easy answers. We therefore started immediately working on a plan to 
resolve these problems. As we indicated, we felt that the “workout” plan should involve the 
three principal constituents who have an interest in Hydro – the Corporation itself and its 
management team; the ratepayers who use Hydro’s services; and the citizens and 
government of Manitoba who own Manitoba Hydro.  
 
With the principal constituents clearly identified, and a clear assessment of the challenge in 
hand, we suggested a balanced solution, where each constituency would be asked to bear 
some of the costs associated with bringing Manitoba Hydro back to financial health. We felt 
this was a responsible approach which would effectively deal with the enormous problems 
that Hydro faced. 
 
We note once more that Hydro has already taken an important step with its part of this plan. 
Senior management ranks were reduced by 30%, our overall management ranks by 25%, and 
our total workforce by 15%. We also established wage freezes throughout the company.  
These tough measures are important, saving $65 million annually.  They will improve the 
cost structure of the Corporation, although they cannot address Hydro’s core financial 
challenge, which is a massive balance sheet issue.  
 
We attempted to engage with the Provincial Government about supporting Manitoba 
Hydro’s balance sheet.  We explored whether, through some combination of lower 
payments for water rentals, debt guarantees and capital taxes the balance sheet could be 
recapitalized.  We also suggested that there may be other options available to the 
Government, such as the use of the proceeds of a carbon tax to assist “at risk” customers of 
Manitoba Hydro or a cash equity contribution by the Province, as the owner of Manitoba 
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Hydro. We were not “married” to any particular solution, and we recognized that there 
could be a myriad of possible options – but we were not prepared to stick our head in the 
sand and do nothing.  
 
We were told by senior provincial officials that an equity recapitalization was being 
favourably considered by the government but then learned, through media reports, that the 
Province had decided that Hydro was to solve these problems on its own, without provincial 
support. And again the Premier refused to meet with us to consider options. That left us 
with no choice but to put together a plan which placed a significant burden on the back of 
ratepayers. This was not our first choice, given the stress it would place on ratepayers. But 
we recognized that if we didn’t address Hydro’s financial position there could be significant 
negative implications for taxpayers, ratepayers and the Province.   
 
During the recently completed PUB Hearings, we indicated to the PUB that Hydro would be 
applying for rate increases of 7.9% for each of the next six years. Given the Province’s refusal 
to consider other actions in concert with more moderate rate increases, this was, in our view 
the bare minimum required.  
 
To find a solution in any situation, communication is essential, and leadership and clear 
guidance are crucial. The members of the MHEB have been trying to engage with the 
Government on the need for its leadership and involvement since we delivered our first 
report in 2016. It is important to note that, notwithstanding numerous requests, the 
Chairman of MHEB has not been granted a face-to-face meeting with the Premier since 
October of 2016. Members of the MHEB did make a presentation to the Planning and 
Priorities Committee of Cabinet in the winter of 2017.  And the meeting itself only happened 
because we refused to put a rate application to the PUB without first explaining our 
rationale to the owners of Manitoba Hydro.  We have never been permitted to make a 
presentation to Cabinet or the Caucus to explain the problems we face at Manitoba Hydro, 
and how these problems are a risk to the province.  
 
We believe this is irresponsible. The previous government rightly deserves to be criticized for 
putting Manitoba Hydro into such a perilous state.  But those who become aware of the 
problems and fail to deal with them are perhaps equally responsible. 
 
The ultimate responsibility for Hydro rests with the government. Manitoba Hydro’s issues 
still ultimately belong to the Premier and the government of the day.   
 
Now, it is time for provincial leadership to take hold of the issue and develop a 
comprehensive balanced solution that will protect Manitobans from the kinds of problems 
that are now apparent in other jurisdictions such as Newfoundland, BC, and Ontario because 
of the mismanagement of their Hydro assets. We hope that our resignations will encourage 
the Premier to take responsibility for the future of Hydro.  
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Sincerely, 
 
 
 

 
H. Sanford Riley 
Board Chair 
MHEB 
 

 
Steve Kroft 
Vice Chair 
MHEB 
 

 
Allen Snyder 
Board Member 
 

 
Dayna Spiring 
Board Member 
 

 
Earl Edmondson 
Board Member 
 

 
 
Dr. Annette Trimbee 
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Board Member 
 

 
David Brown 
Board Member 
 

 
Jennefer Nepinak 
Board Member 
 

 
Michael Pyle 
Board Member 
 


