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1 Overview

This Pre-Hearing Update to Centra Gas Manitoba Inc.’s (“Centra”) General Rate Application

(“Application” or “GRA”) originally filed on October 7, 2024 consists of the following:

e Section 2 provides a summary of gas costs for the 2023/24 gas year and an estimate
of gas costs for the 2024/25 gas year, which has replaced 2023/24 as Centra’s forecast
year for gas costs.

e Section 3 provides an overview of the 2024 Natural Gas Volume Forecast, which has
been incorporated into the demand, energy and customer allocators used in the
2024/25 Cost of Service study in this update.

e Section 4 provides an overview of Centra’s request for approvals related to the 2024
Depreciation Study, which was completed subsequent to the initial Application, and
has been incorporated into this update.

e Section 5 discusses the impacts the above noted updates have on Centra’s Cost
Allocation Study.

e Section 6 provides the customer bill impacts associated with the proposed changes.

2 Gas Cost Update

The estimate of gas costs for the 2024/25 gas year has replaced 2023/24 as Centra’s forecast

year for gas costs included in the initial Application.

Centra’s Application now reflects forecast non-commodity gas costs for the 2024/25 gas year
of $57.8 million, which will inform updated Transportation and Distribution base rates that
Centra is seeking approval to implement on the next gas quarter following the Public Utilities
Board’s Order with respect to this Application. Centra’s total gas cost forecast for the 2024/25
gas year is $159.1 million, based on January 15, 2025 forward market prices.

The summary of 2023/24 gas costs is provided for information only, as Centra is not seeking
final approval of gas costs or implementation of rate riders related to the 2023/24 gas year
in this proceeding. Centra intends to bring forward detailed gas costs and non-commodity
deferrals for the 2023/24 gas year in a future proceeding, in addition to the residual balance
in the prior period gas cost deferral account for 2022/23 and earlier gas years, which began

amortization on November 1, 2024.

May 2, 2025
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2.1 2023/24 Gas Costs

A summary of actual gas costs forthe 2023/24 gas year is provided in Figure 1 below (2023/24
Actual Gas Costs).

Figure 1: 2023/24 Actual Gas Costs

2023/24 Gas Year - Actual Gas Costs ($ millions CAD)

2023/24
AECO supply
Non-AECO supply
Supply Costs 93.0

Canadian transport
U.S. transport & storage
Fixed Transportation & Storage Costs

Variable Transportation & Storage Costs 3.0
Other Costs / (Revenue) -8.7
TOTAL 146.6

¥ Totals may not add due to rounding.

Actual weather colder/ (warmer) than normal -

Centra’s total gas costs of $146.6 million for the 2023/24 gas year were historically low, driven
by low commaodity costs totaling $93.0 million. Natural gas market prices were low due to a
combination of high North American gas production, robust storage levels, and a generally
mild 2023/24 winter season. In addition to low market prices, mild winter weather in

Manitoba reduced gas purchase requirements in 2023/24.

As the low 2023/24 total gas costs resulted from low commodity costs, customers
experienced lower prices through Centra’s quarterly Gas Commodity rate applications, which
incorporate the effect of changes in forecast and actual commodity costs. In addition, the
combined variance in the Transportation and Distribution PGVAs for the 2023/24 gas year is
only $0.1 million owing to customers.? Centra is not seeking final approval of gas costs or
implementation of Transportation and Distribution rate riders related to the 2023/24 gas year

in this proceeding.

1 As of January 2025.
May 2, 2025
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2.2 2024/25 Gas Cost Forecast

The estimate of gas costs for the forecast gas year of November 1, 2024 to October 31, 2025
is based on natural gas forward market prices as of January 15, 2025.

e Schedule 9.17.1 summarizes Centra’s forecast fixed and variable transportation unit
costs, commodity unit supply prices, CAD/USD exchange rates, fuel ratios, UFG and
heating value.

e Schedule 9.17.2 summarizes forecast contract demand levels and normal weather
year gas purchase requirements to the Manitoba load.

e Schedule 9.17.3 summarizes forecast gas costs grouped into fixed transportation
costs, variable transportation costs, commodity costs, and other costs.

e Schedule 9.17.4 summarizes the overall difference between forecast 2024/25
Transportation and Distribution costs and the forecast WACOG recoveries that would
occur over the period if the interim base rates that were implemented on November
1, 2024 were to remain in place. Line 10 indicates that a combined $1.3 million
decrease in Transportation and Distribution base rates is required due to this

difference.

2.2.1 Forecast Purchase Requirements

Consumption volumes and customer numbers from November 1, 2024 to October 31, 2025
are based on Centra’s most recent normal weather customer and volume forecast, the 2024
Natural Gas Volume Forecast?. The gas cost estimate considers forecast purchase
requirements as detailed on Schedule 9.17.2 that are based on Centra’s projection of Sales
Service (system supply and WTS marketer supply) and T-Service volumes. Total purchase
requirements were developed from the estimate of normal sales volumes considering UFG
amounts equal to 0.6% of total system receipts. A UFG assumption of 0.6% is a reduction

from the historical assumption of 0.9%, based on a trend of lower actual annual UFG.3

2.2.2 Forecast Supply Prices - Direct to Load

AECO supply costs for the forecast period from November 1, 2024 to October 31, 2025 are
based on the terms of Centra’s two-year Western Canadian supply contract effective

November 1, 2023. Monthly average AECO supply prices delivered directly to Centra’s load

2 PUB/Centra |-32 a) Attachment 1
3 pPUB/Centra I-111
May 2, 2025
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are forecast to range between S-and , as provided on Schedule 9.17.1, line

43. The forecast costs of non-AECO supply direct-to-load are based on Empress and Emerson
futures market prices, and range between - and S-(Schedule 9.17.1, line 46).

2.2.3 Alternate Supply Service

Centra supplies Interruptible customers with Alternate Supply on a best efforts basis during
periods when demand is forecast to exceed Centra’s firm deliverability. Because Centra
cannot anticipate the decisions that each Interruptible customer will make when faced with
the choice of accepting Alternate Supply or curtailing its natural gas consumption, this gas

cost forecast excludes costs and volumes associated with Alternate Supply Service.

2.2.4 Transportation and Storage Costs

The forecast costs associated with Centra’s current U.S. transportation and storage
arrangements reflect a combination of discounted tolls associated with Centra’s 10-year
contracts with ANR and GLGT and other tolls based on the respective tariffs of these pipelines
as of January 15, 2025. All other pipeline tolls embedded in the 2024/25 gas cost forecast
reflect the tolls in effect as of January 15, 2025 in the respective tariffs for each of NGTL, TCPL
Mainline, TransGas, MIPL, and CTHI (Schedule 9.17.1).

2.2.5 Storage Withdrawals

Centra’s storage forecast for the 2024/25 winter is based on storage inventory costs at the
end of the summer 2024 re-fill season. The October 31, 2024 average inventory cost for each
storage component is detailed in Figure 2 (Average Inventory Cost) below (lines 44, 45, and
48 of Schedule 9.17.1):

Figure 2: Average Inventory Cost

Component Average Cost

AECO supply in storage

Non-AECO supply in storage

Inventoried Storage Transportation Costs

The forecast cost of storage withdrawals for the 2024/25 winter season was determined using

these average inventory costs.

May 2, 2025
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2.2.6 U.S. Exchange Rates

The forecast exchange rates applied to U.S. gas purchases and U.S. transportation and storage
costs are $1.39 CAD/USD for the November 1, 2024 to March 31, 2025 period, and $1.41
CAD/USD for the period of April 1, 2025 through October 31, 2025 as identified on
Schedule 9.17.1, line 52.

2.2.7 Capacity Management ("*CM") Forecast

The five-year average of Centra’s actual CM revenues has been updated to $6.7 million from
the $6.3 million in the original Application and embedded in current interim approved rates.
The $6.7 million forecast amount (line 21 of Schedule 9.17.3) is based on the 2019/20 through
2023/24 gas years, the five most recent gas years of actual results, and is outlined in Figure 3

(Five-year Average of Actual CM Revenues) below.

Figure 3: Five-year Average of Actual CM Revenues
2019/20 $3.5
2020/21 $3.6
2021/22 $5.1
2022/23 $12.9
2023/24 $8.5
5-year Average $6.7

2.3 Forecast Gas Costs for the 2024/25 Gas Year Inform the
Gas Cost Component of Revised Base Rates

The total forecast cost of gas for the November 1, 2024 to October 31, 2025 gas year is $159.1
million. The details in support of this forecast are found on Schedules 9.17.1 through 9.17.3.
Centra’s forecast of non-commodity related gas costs for 2024/25 to be recovered in
Transportation and Distribution rates totals $57.8 million (line 10, Schedule 9.17.4).

Centra is seeking approval to implement revised Transportation and Distribution base rates
based on the forecast gas cost information contained in this Pre-Hearing Update. As indicated
in column 3, line 10 of Schedule 9.17.4, Centra is seeking a combined decrease to its current

interim Transportation and Distribution base rates in the amount of $1.3 million.

May 2, 2025
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The allocation of forecast Transportation and Distribution costs to the various customer
classes and the calculation of base rates to recover these forecast amounts, as well as the
resulting rate impacts by customer class, are provided in the Cost Allocation and Rate Design

section and the Proposed Rates and Customer Impacts section of this Pre-Hearing Update.

3 2024 Natural Gas Volume Forecast

Centra’s initial Application filed on October 7, 2024, was based on 2021 Natural Gas Volume
Forecast, which was the most current forecast available at the time of the preparation of the
Application. Since that time, the 2024 Natural Gas Volume Forecast has been finalized and
the updated forecast and summary schedules (Appendix 5.2 Updated) were filed in response
to Round Il Information Requests®. This Prehearing Update incorporates updated

assumptions from the 2024 Natural Gas Volume Forecast.

The key changes between the 2024 Natural Gas Volume Forecast and 2021 Forecast are as

follows:

As discussed in Tab 5 of the Application, Centra is using a 12-month rolling average of
historical information to forecast the heating value, the measure of energy content within
natural gas, for purposes of the natural gas volume forecast. In the 2024 Natural Gas Volume
Forecast, natural gas volumes were standardized to an energy equivalent heating value of
38.8 GJ/103m3, which represents the average monthly heating value over the 12-month
period from April 2023 to March 2024.

4 Please see PUB/Centra 11-32 a) Attachment 1 for the 2024 Natural Gas Volume Forecast and IGU/Centra 1I-5
a)-c) Attachment 3 for Appendix 5.2 Updated to reflect the 2024 Natural Gas Volume Forecast.
May 2, 2025
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4 2024 Depreciation Study

At the time the Application was filed, the 2019 Depreciation Study was the most recently
completed study, and as part of this Application, Centra requested approval of the associated
depreciation rates and other related approvals. A depreciation study has been conducted in
2024/25 by Concentric Advisors, ULC (“Concentric”) for asset balances as of March 31, 2024.
The 2024 Depreciation Study was completed after filing the initial Application and was
provided in response to Round Il Information Requests®.

On March 10, 2025, Centra updated its Application to request approvals related to the 2024
Depreciation Study. As part of this Prehearing Update, the proposed rates reflect
depreciation rates and accumulated depreciation balances resulting from the 2024
Depreciation Study.

5 Cost Allocation and Rate Design Update

Centra has updated its 2024/25 Cost of Service Study (“2024/25 COS”) to reflect the above-

noted updates:

e The availability of the 2024 Natural Gas Volume Forecast which has been incorporated
into the demand, energy and customer allocators used in the 2024 COS. The 2024
Natural Gas Volume Forecast also includes updated billing determinants which were
used to calculate updated rates provided in Section 6.

e An update to non-commodity related gas costs to reflect the 2024/25 Gas Year,
reflecting a January 15, 2025 futures market strip date, as discussed in Section 2.

e Anupdate to depreciation rates and accumulated depreciation balances to reflect the

results of the 2024 Depreciation Study, as discussed in Section 4.

The updated Tab 10 cost allocation and rate schedules are attached.

5 PUB/Centra 11-8
May 2, 2025
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5.1 Gas Volume Forecast Update in 2024/25 Cost of Service
Study

As part of Round Il information requests, Centra filed its response to IGU-Centra II-5, which
provided the results of the 2024/25 Cost of Service Study updated to reflect the 2024 Natural
Gas Volume Forecast, rather than the 2021 Natural Gas Volume Forecast that underpinned
the initial application.

As part of the update, Centra revised the external allocators that rely on class customer

counts, volumes and design day peak loads.

Figure 4 below compares the results of the 2024/25 Cost Allocation study as originally filed
with the 2021 Natural Gas Volume Forecast compared to the results reflecting the 2024

Natural Gas Volume Forecast as filed in response to IGU-Centra II-5.

Comparison of 2024/25 Total and Non-Gas Allocated Costs by Class between
2024 and 2021 Natural Gas Volume Forecast

Figure 4:

Total Costs Non-Gas Costs
IGU-Centra Il-5 IGU-Centra ll-5
2024/25 '2024/25 2024/25 '2024/25
Proposed Proposed Proposed Proposed
Allocated Allocated Costs Allocated Allocated Costs
Costs by Class by Class Increae/ Costs by Class by Class Increae/
2021 VF 2024 VF (Decrease) 2021 VF 2024 VF (Decrease)
Small General Service 140,766 139,207 (1,559) 110,493 109,575 (918)
Large General Service 60,071 61,537 1,466 37,708 38,565 857
High Volume Firm 14,396 13,736 (660) 8,574 8,222 (352)
Main Line 2,438 3,145 707 2,162 2,555 393
Special Contract
Power Stations
Interruptible 2,266 41 1,614 15
Gas Commodity
Fixed Price Offering 37 390 353 15 18 3
Total Cost of Service 370,749 370,749 (0) 163,922 163,922 (0)

The update results in a shift of costs between classes, with the SGS and HVF classes seeing a

reduction in allocated costs, primarily as a result of a reduction in customers, as well as lower

forecast volumes and design day demand. The LGS and Mainline classes see an overall

increase in allocated cost as a result of the update.

The update to the Volume Forecast also results in an update to the calculated Fixed Rate Gas
Commodity Service (“FRGCS”) Program Cost Rate (“PCR”). The revised PCR is $5.14/103m3
(Schedule 10.1, C7 Update line 49), which is significantly lower than the $67.81//103m?3
calculated as part of the October 7, 2024 filing and lower than the $24.28/103m?3 currently

May 2, 2025
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approved by the PUB. The decrease compared to the October filing results from an increase
in FRGCS participation since the development of the 2021 Natural Gas volume forecast.
Centra is proposing to maintain the PCR at $24.28/103m?3 in order to maintain stability in the
rate given the recent volatility in customer participation resulting in material swings to the
PCR.

5.2 Non-Commodity Related Gas Cost Update in 2024/25 Cost
of Service Study

As shown in the Figure 5 below, in this Pre-Hearing Update, Centra is proposing to recover a
total of $57.8 million in non-commodity related gas costs through base rates. The non-
commodity related gas costs are approximately $1.8 million lower compared to the non-
commodity related gas costs included in the initial application and approximately $1.7 million
lower than those costs approved in Centra’s 2019/20 General Rate Application. The
comparison of non-commodity related gas costs by class is in the figure below reflects the

2024 Natural Gas Volume Forecast.

Figure 5: Comparison of Non-Commodity Related Gas Costs by Class
May 2, 2025 Pre- Increase /
IGU-Centra ll-5 Hearing Update (Decrease)
Small General Service 29,631,941 28,904,147 (727,793)
Large General Service 22,971,858 22,402,539 (569,319)
High Volume 5,514,320 5,319,596 (194,724)
Main Line 590,448 499,002 (91,446)

Special Contract - - -
Power Station - - -

Interruptible 692,543 578,038 (114,506)
Non-commodity related gas
costs Included in Base Rates 59,567,735 57,781,826 (1,785,909)
Gas Commodity I I
Fixed Price Offering 372,016 256,072 (115,943)
Total Cost of Gas 206,827,573 159,146,263 (47,681,310)

Centra is not proposing any updates to the rate riders currently in place.

May 2, 2025
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5.3 Depreciation Rate Update in 2024/25 Cost of Service
Study

Centra has updated the 2024/25 Cost Allocation Study to reflect the results of the 2024
Depreciation Study. The results of the study see an overall increase in depreciation expense
associated with distribution assets and an decrease in depreciation expense associated with
transmission assets. Centra offset the overall decrease in depreciation against the losses
projected in the test year, maintaining the same overall non-gas revenue requirement as the

initial Application. Impacts of the change by class are shown in Figure 6 below.

Figure 6: Comparison of Depreciation & Amortization Expense by Class
Depreciation & Depreciation &
Amortization Expense Amortization Expense
2019 Depn Rates 2024 Depn Rates Increase (Decrease)
Small General Service $ 24,792,047  $ 24,810,165 $ 18,118
Large General Service $ 10,744,897 $ 10,763,546 $ 18,649
High Volume $ 1,935,086 $ 1,929,416 $ (5,670)
Main Line $ 669,236  $ 666,743 $ 2,493

Special Contract
Power Station

Interruptible 348,562 $ 347,338 $

Gas Commaodity

Fixed Price Offering $ 1,159 §$ 1,150 $ 9)
Total Depreciation &

Amortization $ 39,197,836  $ 38,983,802 $ (214,034)

With the exception of the Special Contract class, there is not a significant impact to customer
classes as a result of the change. The decrease in depreciation expense for the Special
Contract class is due to the change in depreciation rate for the In-line Inspections account

resulting from an update in the average service life from 5 years to 10 years.

May 2, 2025
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5.4 Results of the Updated 2024/25 Cost of Service Study

The cumulative customer class impacts related to the changes included in this pre-hearing

update are included in the figure below.

Figure 7:

Small General Service
Large General Service
High Volume Firm
Co-op

Main Line

Special Contract
Power Stations
Interruptible

Gas Commaodity
Fixed Price Offering
Total Cost of Service

Comparison of Total Costs Allocated by Class

October 7, 2024 May 2, 2025 Pre- Increase/
Application Hearing Update (Decrease)
140,766 138,657 (2,109)
60,071 61,046 976
14,396 13,548 (848)
n/a n/a n/a
2,438 3,054 616
370,749 323,068 (47,681)

The cumulative customer class non-gas costs impacts related to the changes included in this

pre-hearing update are included in the figure below.

Figure 8:

Small General Service
Large General Service
High Volume Firm
Co-op*

Main Line

Special Contract
Power Station
Interruptible

Gas Commodity
Fixed Price Offering
Total Cost of Service

May 2, 2025

Comparison of Total Non-Gas Costs by Class

October 7, 2024 May 2, 2025 Pre- Increase/
Application Hearing Update (Decrease)
110,493 109,753 (739)
37,708 38,644 936
8,574 8,229 (346)
n/a n/a n/a
2,162 2,555 393
1,599 1,615
163,922 163,922 0

2d
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6 Proposed Rates and Customer Impacts Update

The following figures summarize the annual bill impacts, in both dollar and percentage terms,
of the amended sales rates that result from this update. The annual bill comparisons are
relative to the May 1, 2024 rates, consistent with the October 7, 2024 filing, as well as to the
interim rates effective November 1, 2024, approved in Order 129/24. Comparisons for the T-

service customers reflect the delivery service only.

The annualized bill impact resulting from base rate changes for the typical residential
customer is an increase of approximately 4.9% or $S30 per year compared to May 1, 2024 base
rates. The bill associated with change in the billed rates for the typical residential customer is
approximately 4.1% or $25 per year higher compared to May 1, 2024 billed rates. Please refer
to the Schedule 10.1.1 (Update) for details of the annual bill impacts.

Figure 9 below shows the annual impacts, by sales service customer class, of the change in
base rates proposed in this update compared to May 1, 2024 rates (see Schedule 10.1.1
(update), page 2).

Figure 9: Annual Bill Impacts of the Proposed Base Rates for Sales Service Customers
by Customer Class May 1, 2024 Approved Rates to Proposed November 1,
2024 Rates
Annual Impacts
2024/25 Test Year
Base Rates
Consumption %
Customer Class (103Mm3) Load Factor S Impact Change
1.0 $19 5.0%
SGS 2.1 $30 4.9%
11.3 $125 4.7%
LGS 11.3 $193 6.4%
679.9 $5,943 4.7%
HVE 12,600 40% $39,177 1.9%
685 75% $4,099 3.7%
Mainline 28,328 40% (5220,735) -5.1%
2,833 75% ($8,,558) -2.2%
Interruptible 14,164 75% $109,018 6.2%
850 25% $15,227 11.4%

Figure 10 below shows the annual impacts, by T-service customer class, of the change in base
rates proposed in this update compared to May 1, 2024 rates (see Schedule 10.1.1 (update),

page 2).

May 2, 2025
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Figure 10:  Annual Bill Impacts of the Proposed Base Rates for T- Service Customers by
Customer Class May 1, 2024 Approved Rates to Proposed November 1, 2024
Rates
2024/25 Test Year Annual Impacts
Base Rates
Consumption
Customer Class (103Mm3) Load Factor S Impact % Change
. 2,600 40% $21,348 27.9%
HVF (Tservice) |17 600 75% $98,013 30.1%
Mainline (T-Service) 44,000 40% $16,046 1.8%
14,000 75% $11,875 6.8%
Special Contract n/a — 2d
Power Stations n/a

In addition to providing the change from May 1, 2024 rates, Centra has also provided the
details isolating the change from the Interim Approved November 1, 2024 rates and the

updated November 1, 2024 as per this Pre-hearing Update.

Figure 11 below shows the annual impacts, by sales service customer class, of the change in
base rates proposed in this update compared to interim rates approved November 1, 2024
rates (see Schedule 10.1.A (update), page 2).

Figure 11: Annual Bill Impacts of the Proposed Base Rates for Sales Service Customers
by Customer Class November 1, 2024 Interim Rates to Proposed November
1, 2024 Rates
2024/25 Test Year Annual Impacts
Base Rates
Consumption

Customer Class (103Mm3) Load Factor S Impact % Change
1.0 SO 0.1%
SGS 2.1 $1 0.2%
11.3 S6 0.2%

0,
LGS 11.3 S15 0.5%
679.9 $884 0.7%
HVE 850 25% (52,004) -1.2%
685 75% (5281) -0.2%
- 2,833 75% (56,046) -1.6%

Mainline

28,328 40% (553,767) -1.3%
Interruptible 850 25% (56,717) -4.3%
P 850 75% ($3,722) 2.9%

May 2, 2025
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Figure 12 below shows the annual impacts, by T-service customer class, of the change in base
rates proposed in this update compared to November 1, 2024 interim rates (see Schedule

10.1.1A (update), page 2).

Figure 12:  Annual Bill Impacts of the Proposed Base Rates for T-Service Customers by
Customer Class November 1, 2024 Interim Rates to Proposed November 1,

2024 Rates
A I t
2024/25 Test Year nhuat impacts
Base Rates
Consumption
Customer Class (103Mm3) Load Factor S Impact % Change
. 17,600 40% (59,473) “1.6%
HVF (T-
(T-service) 2,600 75% ($281) -0.4%
- . 14,000 75% (53,614) -1.9%
Mainline (T-Service) | 11 000 40% $19,531 2.2%
Special Contract n/a
Power Stations n/a

May 2, 2025
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