MANI TOBA ) Order No. 65/04

THE PUBLI C UTI LI TI ES BOARD ACT ) April 22, 2004

BEFORE: Graham F. J. Lane, C. A, Chairnan
Monica G rouard, C. G A, Mnber
Mario J. Santos, LLB, Menber

ORDER FOR A PUBLI C HEARI NG PROCESS REGARDI NG
THE APPLI CATI ON BY CENTRA GAS NANI TOBA | NC.
IN RESPECT OF APPROVAL OF RATES FOR
SUPPLEMENTAL GAS, TRANSPORTATI ON (TO CENTRA)
AND DI STRIBUTION (TO CUSTQOVERS) TO BE
EFFECTI VE NOVEMBER 1, 2004

The Public WUilities Board of Manitoba (the “Board”)
held a Pre-Hearing Conference (“PHC’) at its offices 1in
W nni peg, Mnitoba on Wdnesday, April 7, 2004. The PHC
considered applications for intervenor status and a tinetable
for the orderly exchange of information related to the upcom ng
public hearing to deal with an application (the *“Application”)
of Centra Gas Manitoba Inc. (“Centra”) scheduled to comrence
Septenber 8, 2004. The Application is in respect of approval of
rates for Supplenental Gas, Transportation (to Centra) and
Distribution (to custoners) to be effective Novenber 1, 2004.



Present at the PHC were representatives from Centra
and applicants for intervenor status, represented in person or
by other communication. O ganizations seeking intervenor status
were Consumers’ Association of Canada (Manitoba) 1nc./Mnitoba
Society of Seniors (CAC/ MSCS), Direct Energy (Direct), Sinplot
Canada Limted (Sinplot) and MacDon Industries Ltd. (MacDon)

The interests and views of MicDon and Sinplot were
available to those present at the PHC only in witten form as
both parties were unable to attend.

At the PHC, the follow ng docunents were fil ed:
a) Exhibit #1, Public Notice dated March 17, 2004;
b) Exhibit #2, a draft tinetable dated March 24, 2004; and
c) Exhibit #3, a proposed alternate tinmetable prepared and
filed by CAC/ MSCS.

Centra provided an Affidavit confirmng that Exhibit
#1 was served on
a) all franchise granting nunicipalities;
b) all registered brokers of natural gas;
c) all registered intervenors to Centra's |ast General Rate
Appl i cation hearing;
d) Special Contract custoners; and
e) all Interruptible, Minline and Hgh Volume Firm (HVF)

cust oners.

Al so considered was whether “A Review of Centra Gas

Supply, Storage and Transportation Portfolio”, commonly referred



to as the Blank Page Analysis (BPA), included in Tab 4 of

Centra’s  Application, woul d be reviewed during this

pr oceedi ng.

In addition, the Board sought a response from

i nt ervenor applicants:

a)

b)

as to their intentions wth respect to the planned
di scussi on of demand charge issues related to the HVF cl ass
of custonmers, pursuant to Order No. 45/04 dated March 25,
2004; and

their initial views with respect to tw issues the Board
raised at the PHC (PUB s regul atory approach to Centra, and
the natural gas conpetitive | andscape in Mnitoba).



Scope of the Cost of Gas Hearing

A Supply, Storage and Transportation Portfolio Review

Backgr ound

Centra’'s Supply, Storage and Transportation Portfolio

I nclude Centra’ s arrangenents for

a) natural gas supplies obtained from Western Canada and the
United States;

b) storage arrangenents in Mchigan, U S. A, and

c) natural gas supply related transportation arrangenents
from Western Canada and the U S. A to Manitoba.

Centra’s cost of gas conponent of its revenue requirenent is
consi derabl e, and has been the subject of previous hearings.

In Section 8.5.2 of Board Order No. 118/ 03, the Board
observed that Centra had conmissioned |International Gas
Consulting (1GC) to perform the BPA ordered by the Board in
1995. Centra received IGC s report in My of 2003. IGC is an
i nternational consulting engineering firm wth an extensive
Canadian client list. 1GC represents its expertise to include
under ground storage, energy industry due diligence, nanagenent
and econom c consulting, reservoir engineering and sinulation,
pi peline conpression and optim zation, LNG consulting and ECR
gas storage. I1CG Uilities and Greater Wnni peg Gas, predecessor

conpanies to Centra, are listed as fornmer clients of |GC



Centra filed the 1GC report along with its response
t her eon. Centra concurred with many of the reconmmendations in
the I1GC report, but stated that “it would be prudent to explore
ot her opti ons, i ncl udi ng t he possibilities of further
opportunities to work nore closely wth TCPL.. Centra
recommended that the public review of the BPA be conducted in
conjunction with the annual Cost of Gas review, then anticipated
to be held in the spring of 2004.

In the current Application, Centra stated that:

a) its supply contracts were to expire on COctober 31, 2004;

b) the TCPL transportation contracts were to expire on October
31, 2004; and

c) Centra's storage and related transportation contracts were
to continue until 2011

Centra opined that as |1 GC had concluded that Centra’s
exi sting gas supply portfolio had served its custoners well and
at reasonable cost, there was no urgency to pursue portfolio
changes at this tine since there continued to be surplus TCPL
capacity. Centra advised that it would continue to nonitor
mar ket devel opnments closely, and observed that it was not
requesting any approvals from the Board related to the BPA at
this time. Nonetheless, Centra indicated that the BPA should be
di scussed within these proceedings, though suggesting that the
review be contained wthin “reasonable and responsible

paraneters.”



Centra conmtted to apprise the Board upon form ng
intentions to act with respect to decisions related to the BPA
Centra advised that it would not nake any |ong-term conmtnents
with suppliers or transporters related to or arising out of the

BPA prior to placing its plans before the Board.

CAC/ MSCS provided its view that the significant costs
related to portfolio arrangenents provided significant nerit to
reviewing the BPA in depth, at this tine. CAC/ M5OS not ed t hat
as it may take years to reorgani ze supply contracts, it would be
best if Centra’'s future portfolio actions plans would be
informed by this proceeding. MSOS/ CAC finds retroactive reviews
to be wunacceptable. Accordingly, CAC MSOS recommended that a
conprehensive review of the BPA be conducted wthin these
proceedi ngs.

Direct submtted that the BPA raises significant
policy issues germane to the matters before the Board, and that
its major issue for these proceedings would be Centra' s primary
gas supply. Direct observed that issues of flexibility and
diversity of gas supply arrangenents are policy considerations
with inplications for system supply and reliability, and these
issues directly affected Centra’'s ability to acconmodate direct
purchase transactions. Direct joined CACMSOS in urging the
Board to address the BPA fully in these proceedi ngs.



Board Comments and Fi ndi ngs

All parties present at the PHC were agreeable to a
review of the BPA at this tine, the issue remaining being the
extent of the review in advance of Centra formng definitive

conclusions with respect to the BPA

The Board concludes that the BPA should be reviewed at
t he upconi ng heari ng. Centra’'s supply, st or age and
transportation arrangenents represent substantial costs and
risks for ratepayers. A tinely review of the BPA within this
proceedi ng, taking into account that Centra has neither reached
definite long term conclusions nor nmade |long term conmtnents,

may assist in Centra’s ongoing consideration of the issues.

In comng to a decision with respect to the issue of
the extent of review to be conducted into the BPA, the Board
notes that:

a) Centra represents its current positions with respect to
supply, storage and transportation arrangenents to be in
the best interest of ratepayers;

b) In the BPA 1GC opined that Centra s gas supply portfolio
has served Centra’s custoners reliably and at a reasonabl e
cost for a decade;

c) I1CGs expertise in the field of gas portfolio issues nay
assist Centra in reaching conclusions conducive to the

i nterests of ratepayers;



d) The costs associated with the BPA represents a significant
expendi ture; and

e) Centra has commtted not to inplement changes to its
current approach related to its portfolio wthout prior
notification to the Board, such notification to provide an
opportunity for a further review, potentially at a

subsequent Board heari ng.

The Board values the input of intervenors, but
questions the value of comng to definitive conclusions wth
respect to longer term portfolio arrangenents until such tine
that Centra has fornulated nore specific plans. Wile there is
merit in allowing for a reasonable examnation of the BPA in
these proceedings, the Board prefers to defer the possible
utilization of other expert, non-1GC, wtnesses until Centra’s

specific |l onger termplans are known.

Accordingly, the Board wll expect a serious but
general review of the BPA by all interested parties during these
proceedi ngs, through information requests and cross-exam nation.

The Board expects Centra to abide by its conmtnent to
return to the Board with its conclusions prior to entering into

any longer termcommtnents related to the BPA

The Board wll <carefully consider and evaluate the
results of these proceedings with respect to the BPA including
the evidence that wll arise through the information request,
cross-exam nation and submissions in final argunment, and may

determ ne at the conclusion of these proceedings that a separate



hearing on the BPA is required prior to Centra reaching

definitive concl usions thereto.

At such a subsequent hearing, the Board may | ook nore
favourably on the prospects of a nore conprehensive review of
the BPA, including the potential for testinobny from an expert
ot her than | GC

In the Board' s per specti ve, this approach is
r easonabl e, and expects no party’s interests wll be
conprom sed. Once Centra has conme to definitive views wth
respect to the longer termissues raised within the BPA and has
so advi sed the Board, the Board may reconsider its position.

Wth respect to the BPA, another concern of the Board
relates to the potential for matters of confidentiality to arise
wWth respect to Centra’s negotiating position vis a vis its
suppliers and vendors during discussions related to the BPA
The Board will remain vigilant with respect to this possibility,
and, if necessary, hear matters it deens to be confidential

relative to the public interest in closed session.

B. H gh Vol une Firm (HVF) Rates

The Public Notice identified Centra’s intention in
it’s application to include approval to inplenent the billing of
dermand related costs for Hi gh Volume Firm custoners using actua

peak day rather than average peak nonth denmand.



Centra advised the Board that it is conpiling
additional information including a determ nation of forecast
i ndi vi dual customer cost inpacts for the period Novenber 1, 2003
to February 29, 2004, and intends to review these inpacts wth
the HVF custoners prior to the hearing. Centra suggests that
time should be set aside at the hearing for a review of this

matter.

CAC/MSOS and Direct Energy advised they do not
anticipate participating in the review of this matter.

Board Comments and Fi ndi ngs

This issue is of significance for custonmers in the HVF
classification. The Board accepts Centra' s undertaking to
contact HVF custonmers, to advise them of the forecast inpact on
their gas costs and that the matter is before the Board. The
Board expects such contact to be nmade in sufficient tinme to
all ow HVF custoners to participate in the proceeding should they
so choose.

The Board will set aside a specific tinme during the

proceeding for a review of this matter.

Applications for Intervenor Status

Consuner s’ Associ ati on of Canada ( Manit oba) I nc./ Mani t oba
Soci ety of Seniors

CAC/ MSCS indicated it seeks full interventor status on

all issues pertaining to Centra’'s Application and during the



Pre- Heari ng Conf er ence i dentified nor e specifically t he

foll owi ng issues:

Capaci ty nmanagenent transactions;

Derivative hedgi ng program and rel ated custoner surveys;
TCPL tolls inpact;

Expendi ture forecasts;

Unaccount ed for gas;

o ok whe

Feasibility Study criteria.

CAC/ MSCS intend to appear throughout the hearing, test
the evidence and make final argunent. CAC/MSOS was unsure if it
would call a wtness, but if it did, the wtness would be
related to the BPA.

CAC/ MSCS will be applying for costs but advised its budget
could only be prepared once the scope of the proceedi ng had been
determ ned by the Board.

Centra did not object to the granting of intervenor
status to CAC MSCS. However, Centra would like the opportunity

to comment on CAC/ MSOS s proposed budget.

Direct Energy

The Board notes that the najor issue for Direct Energy
is Centra’s natural gas supply, and anticipates that their

intervention will be focused in this direction.



Direct intends to intervene with respect to the BPA
and woul d nonitor other aspects of Centra' s Application. Direct

will not file evidence or apply for costs.

Centra had no objection to the granting of intervenor
status to Direct Energy.

Si npl ot Canada Limted (Sinplot)

Sinmplot was not present at the PHC but did file the
I ntervenor Request Form with the Board on April 6, 2004 (via e-
mail). Sinplot reserved the right to be heard on all aspects
related to its interests and to address evidence on specific
matters before the Board.

Sinmplot intends to appear throughout the hearing,
participate in the testing of evidence and would present final
argunent . Sinplot plans to call a witness on the issue of
unaccounted for gas. Sinplot indicated an interest in applying
for costs and its budget was to follow

Centra did not object to Sinplot’s application for
i ntervenor status but objected to its interest in a cost award,
opining that Sinplot does not neet the financial needs
requirenents as set out in the Board' s draft Rules of Practice

and Procedur e.



MacDon | ndustries Ltd. (MacDon)

MacDon filed its Intervenor Request Form with the
Board by e-mail on April 6, 2004. This Intervenor Request Form
was circulated to Centra on April 7, 2004 and reviewed at the
PHC. MacDon was not present at the PHC

MacDon intends to appear throughout the hearing, to
participate in the testing of evidence and to present final
argunent. It was unclear as MacDon’s intentions wth respect to

calling a witness or producing evidence.
MacDon intends to address the rates and rate setting
met hodol ogy for HVF custoners, of which it is a nenber. MacDon

wi Il not be applying for costs.

Centra suggested that MacDon could be a presenter

rat her than an intervenor.

Board Comment and Fi ndi ngs

The Board will grant intervenor status to CAC MSCS,
Direct, Sinplot and MacDon.

Wth respect to CACMSOS the granting of intervenor
status is subject to CACMSOS filing a detailed budget. The
Board will provide Centra an opportunity to coment on this

budget, and may provide its own views.



Wth respect to Sinplot, the Board notes Centra's

objection to a cost award.

Concerning MacDon, the Board believes that WMcDon’s
intention is to assune an active —role in the Board's
consideration of the rates for the HVF classification, and that

i ntervenor status is best suited for this purpose.

On matters of regulatory costs in general and
I ntervenors costs specifically, the Board noted that its Order
No. 43/04 - a procedural Order dealing with a Manitoba Hydro GRA
had attracted the attention of intervenors. I nt er venor
applicants are referred to this Oder, for information on the
Board’s perspective on the issue of cost awards and other
matters. The criteria for an award of costs are set out in the
Board’s draft Rules of Practice and Procedure and were
summarized for the parties by Board Counsel in his opening
remar ks at the PHC.

All parties to these proceedings should be prudent in
their actions. The purpose of intervention is to assist the
Board in neeting its mandate. Regulatory efficiencies are
enhanced through focused proceedings, and the parties co-
operating wth others. Were necessary, intervenors should
engage |egal, consulting and other expertise at reasonable rates

and managi ng these resources effectively.

Havi ng made a decision with respect to the scope of

t he hearing and the BPA issue, the Board will develop first



round i nformation requests with respect to BPA matters and w |
file same with Centra and the intervenors in as tinely a fashion

as possi bl e.

Intervenors with an interest in the BPA and pl anni ng
to prepare information requests with respect thereto may wish to
consult with Board staff and advisors and/or defer preparing
i nformati on requests on the BPA until follow ng receipt of the

Board’ s i nfornmati on requests.

Ti met abl e

A draft timetable was circulated for discussion at the
PHC. The tinetable is to facilitate the exchange of information
leading up to the public hearing to be held comencing on
Sept enber 8, 2004.

Because the scope for these proceedings with respect
to the BPA had not been determ ned by the Board prior to the
PHC, and because Counsel for CAC/ MSCS woul d not be available in
the early stages of the hearing process, CAC/ MSOS expressed
difficulty commtting to a tinetable that required a filing of
first round I nformati on requests on Apri | 16, 2004.
Consequently, an anended tinetable was filed for consideration.

The Board considered all positions with respect to the
tinmetable and approved an anended tinetable, attached as
Schedul e “A".



Fut ure Agenda

The Board requested the prelimnary views of Centra
and the intervenors with respect to two other matters not set

out in Centra’ s Application, potentially for a future hearing.

One is the question of the conpetitive |andscape, the
rules and rights, the parties within it, and the inplications
for the public interest. As well, the Board may revisit the
appropri ateness of regulation based on rate base and all owable
rate of return, as we are dealing wth non-taxable Crown
corporation W th I nt egrated ener gy operations I n bot h
electricity and gas, now filing rate applications based on
di ffering nethodol ogi es.

There appeared to be a consensus that a separate
proceeding for the consideration of these issues would be
preferred. Centra indicated a preference to address these
additional issues in a separate forum and indicated that sone
addi tional expert evidence may be required. CAC/ MSOS indicated

an opportunity to participate in such a forum as did Direct.

Parties were invited to consider these other matters
further, and asked to provide a nore considered opinion of these
matters to the Board at their convenience. The Board advised
that unless agreed to otherwi se in advance, the Board is able to
receive information in confidence, nmaterial submtted to the

Board coul d be shared with the parties to a hearing.



Intervenors, particularly if seeking cost awards, may
consult wth Board staff for information, guidance and/or

suggesti ons.



| T IS THEREFORE CRDERED THAT:

1. The scope of the hearing will include a review of

the Blank Page Analysis as discussed in this

O der.
2. Intervenor Status will be granted as foll ows:
1) Consuners Associ ation of Canada (Mnitoba)
I nc./ Mani t oba Soci ety of Seni ors
(“CAC/ MSOS”) subject to the filing of a
budget ;

i) Di rect Energy;
iii) Sinplot Canada Limted;
V) MacDon | ndustries Ltd.

3. The tinetable for the hearing be as set out in
Schedul e A

THE PUBLI C UTI LI TI ES BOARD

“GRAHAM F. J. LANE, C. A"~
Chai r man

“H M SINGH
Acting Secretary

Certified a true copy of
Order No. 65/04 issued by The
Public Utilities Board

Acting Secretary



SCHEDULE “A”

TI METABLE
2004/ 2005 COST OF GAS HEARI NG

| TEM

Pre- Heari ng Conference
Recei pt of 1°' Round I nfornmation

Fil e Responses to 1%' Round
I nf ormati on Requests

Recei pt of 2" Round I nformation

Fil e Responses to 2" Round
I nf ormati on Requests

Al'l Parties to be in Receipt of
| nt er venor Evi dence

Al'l Parties to File Information
Requests of Intervenor Evidence

Intervenors to File Responses to
I nf ormati on Requests

Cost of Gas Update
Publ i ¢ Remi nder Notice
Fil e Rebuttal Evidence

Heari ng Comences

DATE

April 7, 2004
May 10, 2004

May 31, 2004

June 14, 2004

July 5, 2004

July 30, 2004

August 8, 2004

August 15, 2004

August 10, 2004
August 21 - 27, 2004
August 30, 2004

Sept enber 8, 2004

Note: Al dates are by no | ater than dates.



