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GRA

0 Summary of Rate Approvals Requested in the




4 )
Final approval of the general revenue increase of 4.5%,

awarded on an interim basis effective Nov. 1/24, sufficient to
generate additional revenue of $11 million in 2024/25;

Final Approval of =

NOV.. 1/24 !nterlm Rates Approval of adjustments to rates to reflect changes in forecast
with Adjustments for non-commodity related gas costs; and,

Prehearing Update

. J
4 )
Final approval of rate riders to dispose of the balances in the
Prior Period Gas Cost Deferrals Account and the Purchased Gas
\Variance Accounts from Nov. 1/19 to Oct. 31/23.

J
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Summary of Rate Approvals Requested in the GRA

Interim Approved Rates Final Approved Rates

Effective November 1, 2024 Effective TBD

Base Rates to include data in pre-hearing update
Base Rates reflecting 2024/25 Budget and 2023/24 Gas Year

Gas Costs 2024 Volume Forecast

Updated Depreciation
2024/25 Gas Year Gas Costs
Billed Rates approved on an Interim Basis effective

November 1, 2024 No update to PGVA Rate Riders
* Riders to dispose of PGVAs up to October 31, 2023 Variances as a result of change in forecast will be reflected in
future PGVAs

Base and Billed Rates calculated using 2021 Volume
Forecast



The Cost of Service Study Complies with
Order 109/22 and Guides Rate
Determination ()
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Three Sequential Steps to Rate Development

Phase 1 Phase 2
STEP 1: REVENUE STEP 2: COST ALLOCATION STEP 3: RATE DESIGN
REQUIREMENT
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* A cost-of-service study apportions . Establishes the rates to be billed to
revenue requirement among the customers.
« Establishes the total cost to various classes it serves. + Rates are informed by the results of
serve that needs to be * Three cost allocation steps the cost-of-service study, previous
1) Functionalize direction of the PUB, and rate
recovered through rates biecti fthe utili
2) Classify objectives of the utility.
3) Allocate ’

—————————————————————— -
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Centra's Available Services and Customer Classes

CENTRA OFFERS TWO BASIC SERVICES

* Sales Service ("SS") Centra procures and manages gas supplies
as well as arranges delivery of those supplies to the customer.
Sales Customers may choose to purchase gas commodity from
either Centra or an alternative supplier.

Gas Commodity

— System Supply .
Transportation to

— Fixed Price Offering Centra

— Western Transportation Service

* Transportation Service ("T-Service"): Customers procure and . . .
arrange delivery of their own natural gas supplies to Centra's Distribution to
Receipt Point. Centra then delivers that natural gas from the Customer
Receipt Point to the customer.
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Centra's Available Services and Customer Classes

CENTRA'S AVAILABLE CUSTOMER CLASSES

Small General Service (SGS) - Residential and small commercial customers with an annual consumption of less than
680,000 m3 of gas.

Large General Service (LGS) - Medium-sized commercial and industrial customers with an annual consumption of less
than 680,000 m3 of gas.

High Volume Firm (HVF) - Commercial and industrial customers with an annual consumption of 680,000 m3 of gas or
more.

Mainline (MLC) - Commercial and industrial customers with an annual consumption of 680,000 m3 or more of gas who
are served directly from Centra’s transmission system or through dedicated high-pressure distribution lines.

Interruptible (INT) - Commercial and industrial customers with an annual natural gas consumption of 680,000 m3 or
more and whose service may be interrupted by Centra with notice from time to time.

Power Station (PS) - Electrical generating station who consume natural gas in the production of electricity.

Special Contract (SC) - Customers to whom service is provided under a written agreement between the customer and
Centra that governs Centra’s service to that customer. ’

Centra Gas



2021 Cost of Service Methodology Review

The Methodology Underpinning Centra’s Cost of Service Study Underwent Significant Review

Approved Changes:

v’ Demand-classified transmission and distribution allocated by design day coincident
peak including the Interruptible class.

v Dedicated transmission mains and related assets supplying gas to Special Contract and
Power Station classes assigned to those classes

v Pipeline function classified as demand to be allocated by design day coincident peak
including the Interruptible class.

v’ Storage function classified as demand to be allocated by winter season demand in
excess of summer season demand including the Interruptible class.

v’ Complete minimum system study.

v Update service line and meter studies

v’ Elimination of the Co-op class from the Cost of Service Study. ’
W Update UFG Study Cont Gas



2021 Cost of Service Methodology Review

The Methodology Underpinning Centra’s Cost of Service Study Underwent Significant Review

Implications of Approved Changes
v'Interim Rate Approved for the Special Contract and Power Station Classes

— Interim rates approved to recognize the significant change in allocated costs as a
result of directly assigning transmission asset related costs to the PS and SC

classes

— Interim approach effectively reversed the large increase in allocated costs to the
SC class that occurred during the 2019/20 GRA

— Interim approach based on 2013/14 approved revenue requirement

v'All other rate implications were deferred to a future GRA, recognizing the COSMR
was not a rate-setting process (/
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Cost of Service Model and Compliance with 109/22
Reviewed by Independent Third Party

Directive 13 of Order 109/22: “The rates requested in the next general rate application
== shall be based on the methodology approved in this Order. Centra shall file, with its next
0 0 O general rate application, the results of a new cost of service study prepared using the
methodology in this Order.”

available for review by Elenchus Research Associates Inc. and to collaborate with that firm

Directive 1 Order 6/24: Centra is directed to make its electronic cost of service model
S in a review of the model in accordance with the scope of work outlined in Appendix A.

- Elenchus completed their review and found, “that Centra’s cost of service model is fully
compliant with Order 109/22, no remedies to address non-compliance are required.”



Updates to External Studies

-

Service Line Study 1™ Meter Study

. include in its next Cost of Service
=T Study an update to many of its
external studies

5
I

Order 109/22 directed Centra to<

@ Unaccounted for @ Minimum System
Gas (“UFG”) Study Study

.



Atrium Classification Studies

ﬁtrium Minimum System Study \

* The methods used by Atrium to complete the study are industry-standard

* Similar studies have been used for rate-setting in other jurisdictions

Atrium Zero Intercept Study

* Unit costs were calculated for each material type and pipe diameter using the
replacement cost

* A weighted least squares (WLS) linear regression was completed for steel and
plastic independently

\_ /




Jurisdictional Comparison of Distribution Mains
Classification

Customer Demand
Utility Classification Method - Distribution Mains
Portion Portion

Apex (AltaGas Parties agreed to base the allocation on two thirds

Utilities Inc.) weighting of the minimum system and zero intercept cost

causation models and a one third weighting on the 43.5% 56.5%

“Benefits” approach (the benefits approach is the “Volume Atrium Classification
Length Method”). .

ATCO Gas (North) Thegbasis of the ;5-65 split is based on a Negotiated StUdIES

Settlement Agreement (NSA). It is not based on a minimum 35.0% 65.0% e Minimum System
plant study which ATCO Gas states would increase customer o 20.85% Customer
fixed charges

Enbridge Gas Capacity-rgelated costs are further sub-classified as © 79.15% Demand
Distribution Inc. transmission, high and low pressure capacity based on 30.0% 70.0%
analysis of investments in each pressure category of mains. » Zero-Intercept

FortisBC Distribution Mains costs are split between demand and o 34.9% Customer
customer related components based on the Minimum o 65.1% Demand
. . . . 30.0% 70.0%
System approach with a Pipeline Carrying Capacity
(PLCC) adjustment.

s =X (31 04 [ F-i38 Demand and Customer related components based on the
CER\ VAT EWE S Minimum System approach. 44.0% 56.0% ”
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Additional Proposed Cost Allocation
Methodology Changes
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Additional Proposed Methodology Changes for
2024/25 Cost of Service Study

* To eliminate the franchise expansion adjustment for all classes;

— The franchise expansion adjustment was intended to keep customer classes from being
adversely impacted by the extensive rural expansion that occurred in the late 1990s

e To use winter volumes rather than annual volumes for the allocation of Gas
in Storage costs included in Rate Base;

* To use historic class participation rather than forecast class participation for
the purpose of allocating Demand Side Management (DSM) costs; and

* To use non-gas revenue requirement rather than rate base to allocate
Centra’s net loss.

()
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2024/25 Cost Allocation Results

October 7, May 2, 2025
2024 Pre-Hearin IneeEE
INITIAL APPLICATION o 8 (Decrease)
Application Update
e 2021 Natural Gas Volume Forecast
. Small General
 23/24 Gas Year Non-commodity related gas costs 575" 140,766 138,657 (2,109)
o 2019 Depreciation Study Large General
Service 60,071 61,046 976
PRE-HEARING UPDATES High Volume Firm 14,396 13,548 (848)
o 2024 Natural Gas Volume Forecast n/a n/a n/a
« 24/25 Gas Year Non-commodity related gas costs 2438 3,054 616
« Depreciation rates and accumulated depreciation  FFFERTETI csi cs| csi
galancgs t.o resfle(cjt the results of the 2024 s s s
epreciation Stu :
p y Interruptible 2,266 2,193 (73)
Gas Commodity csl csl CSI
Fixed Price Offering 37 274 237
Total Cost of
Service 370,749 323,068 (47,681)




Zone of Reasonableness and Rate
Design

¢




Revenue to Cost Coverage Ratios

Cost Allocation Results COS is zero-sum for the utility — it does not change
the total amount of revenue Centra collects. Rather
it determines how much of the revenue should be

collected from each customer class.

* Results of the study compare class revenue to class
costs to determine a Revenue to Cost Ratio (RCC)

* A Zone of Reasonableness (ZOR) is often used by
utilities to define a bandwidth of acceptable results
for Revenue-to-Cost Coverage ratios

* Centra does not currently use a ZOR when
establishing customer class rates

= Residential = Industrial = Commercial (
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Centra is Proposing to Set Rates at Unity

* A customer class with revenues equal to 120
apportioned costs would have an RCC of
one (“unity”). 100
e Approved interim rates were set to 80
recover exactly the amount of costs
allocated to each class and keep the RCC 60
ratio at unity.
40
* Given the changes in cost of service
methodology, revenue requirement, and 20
class loads, setting rates at unity provides
the greatest likelihood that revenues are 0
reasonable compared to costs. mRevenue = Costs

()
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Centra’s Rate Proposals are Balanced and Reflective of
Rate Objectives

-----------------------------------------------
. L4
o e

* Revenue to cost coverage ratios are meant to
provide guidance on whether revenues are
reasonably covering allocated costs

*
0
Q
Q
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Rates may be
* Centra’s proposal to set rates at unity considered cqns:dered t? be

the following: falr and EQUIthIe

— Cost Allocation Methodology changes When they
approved in Order 109/22 :
reasonably reflect

the costs incurred to
provide the service

— Further proposed cost allocation changes
— Net loss position

— Gradualism and rate affordability

Centra Gas



Implementation of an Explicit Zone of Reasonableness

2024/25 Allocated Non-Gas Costs by Class
* When utilized, a ZOR is intended

Normalized
. Class RCC t0 100%
to assess fairness for all customer - S0 00%
classes LGS 86% 96%
. . . . HVF 80% 89%
» Size of a class is irrelevant in RCC ML 95%  106%
calculation, but will determine the SC 114%  127%
impact that rate rebalancing has PS 112%  124%
on other classes s coe S
Commodity 103% 114%
 An explicit ZOR may be of little ::gl 6% 40%
practical use considering tf’\e System 90%  100%
relative sizes of the Centra’s
customer classes = Small General Service = Large General Service
= High Volume Firm = Main Line
Special Contract = Power Station ’

= [nterruptible Centra Gas




Changes to Rate Design

Centra is proposing minimal changes to rate design

*  Proposed rates maintain existing demand / energy recovery balances for all customer classes

* Increase proposed to SGS Residential & Commercial and Large General Service Classes Basic Monthly
Charge
— Provide better alignment with cost allocation;
— Less bill variability for customers — an increase in BMC means less of the overall rate increase is being applied
to the volumetric rate; and,
— Greater revenue stability which leads to more stable rates overall.

*  Transition from a three-part rate to a two-part rate for the Power Station Class:

— Other customer classes will be held harmless if the Power Station class usage is below forecast;
— The Power Station class will not over contribute to system costs if demand exceeds forecast demand; and

— Centra will recover the fully allocated non-gas costs of providing service regardless of actual use. ’

Centra Gas
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Holistic Bill Affordability

Referrals

Manitoba Hydro provides referrals to
community support programs, as
needed, for vulnerable customers.
Organizations include, but not
limited to:

North End Community Renewal
Corp.

Spence Neighbourhood
Association

Brandon Neighbourhood Renewal
Corp.

West Broadway Community Org.
New Journey Housing

Renters Rent Assist

Manitoba Non-Profit Housing
Assoc.

Veteran Emergency Fund

War Veterans Assistance Fund
WRHA Crisis Response Centre
WRHA Home Care Services
Klinic Crisis Line

Gambling Helpline

Siloam Mission

Mount Carmel Clinic

Harvest Manitoba

Flexible

Residential Payment
Tenancies Arrangements

Branch

Neighbours
Helping
Neighbours

Home Energy
Efficiency Loan

Efficiency
Manitoba:
General
Program
Rebates

Vulnerable Customer Bi"

Customer Equal Payment

Refera Affordability =

Efficiency
Manitoba:
Energy
Efficiency
Assistance
Program

Customer
Efficiency Customized bill Arrears
Manitoba: due dates Assistance

Indigenous Program
Offers

Deposits
waived

S

Bundling
Stacking multiple Manitoba
Hydro programs to
maximize customer benefit.
Examples, but not limited
to:

- Flexible Payment
Arrangements +
Neighbours Helping
Neighbours +
Customized Bill Due
Date

- Equal Payment Plan +

Home Energy Efficiency

Loan




Bill Affordability Programs

Customer Arrears Assistance Plan (CAAP)

¢ Interest-free repayment plan for residential customers in arrears —amortized up to 3 years (occasionally 5 years).
¢ Arrears and current usage (leveled with Equal Payment Plan) are billed monthly — predetermined bills make
budgeting easier, helps pay down arrears while removing the risk of disconnection.

Neighbours Helping Neighbours (NHN)

¢ One-time emergency funding (up to $400) to help Manitobans experiencing financial hardship.

¢ As of May 2024: 395 grants (valued at $142,565) in Fiscal 23/24 — 10,442 grants (valued at $3,605,347) since 2004.
* 43% of recipients improved from 60+ day arrears to current status

Equal Payment Plan (EPP)

¢ Spreads customer payments over 12 months to balance out seasonal usage fluctuations
¢ Pre-determined bills make budgeting easier and provides improved cost certainty
e Approximately 37% of Manitoba Hydro residential gas customers participate in EPP

Home Energy Efficiency Loan (HEEL)

e Convenient on-bill financing to address the high up-front capital costs of energy efficiency improvements
e Since 2001, $500 million dollars in financing through 115,000 customer loans
* On average, 35% of loans provided are for natural gas furnaces



Energy Options for Space Heating

Educating customers on energy costs

Annual Space Heating Costs
(Average single family residence)

Wondering about your energy @

54,500
(o] tions fo r space heati n P, Heat Pumps Natural Gas Electricity Fuel 0il Propane
P P g: ]
The chart below shows an example of space heating costs based on an average single family residence, at rates in effect May 1, 2025.
53,500 $3,338 53,399

1. Consult the 2.Review the 3.Consult the accompanying | 4.Visit hydro.mb.ca/heating and
charts to annual energy notes on pages 2, 3 and use the online calculator to get
identify the costs of other 4 for guidance if you are a customized estimate for your
costs of your systems to see thinking of switching specific home's annual and total
current space how your costs space heating systems or lifetime space heating costs based
heating system. compare. building a new home. on different heating systems and

energy sources.

53,000

52,500

52,000

TAL mivure vuaio

$1,500
$1,000
Energy rates
as of May 1, 2025 Space heating annual costs See page 3 if you are thinking of 4500
Natural gas: $0.23260/cubic metre shown in the chart above changing your heating system.
Electricity: $0.09587/kilowatt-hour are based on '§°‘”"‘"’t'me" Depending on your supplier,
E . . prices as note propane and fuel ail prices can 0
uel oil: $1.290/litre . . : GROUND  AIRSOURCE ARSOURCE  Hiiciency MidEMicency Conwentional  Fumace,  HiEMiincy Mid.EMiciency Conventionsl HisHicency MidEficency Comwentional
) The annual space heating fluctuate on a daily basis. SOURCE Varbbe  Conventional  Furnace Furnace Fumace  Bassboards,  Fumace Fumace Furnace Furnace Furnace Fumace
Propane: $0.860/litre costs presented in the [SCOP=25)  Capadty  (SCOP=13)  (95%SE) {BO% 5E} {60% 5E} Bailer ar (95% SE) (2% 5] (60% 5E) {95% SE| {B2% SE} [62% 5}
Annual basic natural gas charge: $177 chart exclude the cost of u“o‘;:mn';; [100% 5E)

converting to a different

heating system, which may TYPES OF HEATING SYSTEMS Basic Charges or Storage Tank Rental Charges
be significant (Carbon Tax Eliminated)

Annual propane tank rental: $151

()
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o Transportation Service Balancing Fees




T-Service Balancing Fees

Notable Board Findings

What?
(Order 152/19)

= Performance-based fee structure to = Hold T-Service customers accountable =Fee structure was required to provide
incent appropriate balancing behaviour for their contractual obligation to balancing incentive and to mitigate
by T-Service customers balance their supply and demand cross-subsidization
= Mitigate cross-subsidization of T- =T-Service customers must be prepared
Service customers by Sales Service to assume the financial risks of any
customers imbalances

=T-Service customers have access to tools
necessary to balance their accounts

=Centra’s consultations were adequate
and stakeholders have had sufficient
opportunity to provide their input and
propose alternatives



T-Service Balancing Fees are Reasonable and Appropriate

Modelled after TCPL fee structure, but charged at 50% of TCPL fees

| Average Tolerance of 14% (~7x greater than the tolerance afforded to Centra)
Imbalances of 14% on average persist; can range as high as 150%
Fees incurred are a direct reflection of balancing performance

2 largest customers pay 40% of the fees; others pay an average of ~$15,000/yr

N

Fees would be materially higher if held to the same standard as Centra

Since implementation, no T-Service customer has elected to leave the service

» 4
3 4
> 4
3

> 4
> 4

Mitigate cross subsidization by Sales Service customers

Centra Gas




Many Tools are Available for Balancing \\

Tools with costs — economic decisions Tools with no costs

*Supply contracts with flexibility to
increase or decrease gas volumes

Balancing or make-up nomination

Supply

ePark and Loan Service provided by .
the TCPL Mainline Centra regularly communicates

with T-Service customers on what
actions would allow them to
eContract for storage to inject and

withdraw gas volumes reduce fees
Centra can’t control whether they use

this information or what tools they
*Execute basic transactions in the employ
natural gas market

eGas purchases or sales ’

Park and Loan

Storage

Centra Gas




Tools — Balancing Nomination (Example)

o m m m
- = i i
s S T T - &
c (W] U L] o = au T
= [15] (-
g = P £ g 2 E | 5 w - o
= £ = = a e = St sk = = E‘D m
= = o = o 2 o 5 - = 5 = G o
= = = c = 3 i I o = Yo S w = >
Bo = = < m m 2 o = = - U 5] @ =
= E o = = @ E = o = o c | Ec m &
m £ = o ~ <L 5 = e [ w = = L o =
O = o = e = =@ = = e 5 m W m = =
2 2 2 5 2 2 | 85| % o s |2 | 82| % g 5
(] ] 5] (il o (il = &) (il [l [ =T E = E (il L T —
Daily Position Report Fees
1 3,492 0 0 1,184 | -1,184 0 1] 3,492 2,308 | 5475.24 5227.20 5702.44
2 2,308 0 0 2,368 | -2,368 0 0 2,308 -60 51,297.89 50.00 51,297.89
3,492 1,000 1,000 | 1,184 -184 1,000 2,492 2,308 $0.00 §227.20 §227.20
2,308 1,000 1,000 | 2,368 | -1,368 1,000 1,308 -60 $603.09 50.00 5603.09
Centra Gas



Balancing fees reflect performance

T-Service Balancing Performance

e Averages ~14% (equal to the tolerance afforded)
and ranges from 1% to 150%

e Balancing (makeup) nomination not being used by It is reasonable that

some T-Service customers Centra’s balancing
e Greater use of intraday changes to nominated gas fees have been
volumes would reduce fees lower than aggregate
T-Service balancing

Centra Balancing Performance

fees
e Actively manages its supply and uses various tools
— paid for by Sales Service customers

()
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Need for T-Service Balancing Fees Remains

Performance improvements

have ceased

Contractual obligation
remains

Opportunity costs continue to
be borne by Sales Service
customers

Changes to fee structure are
not needed

¢ Balancing performance improved, but only to the tolerance afforded
e Reducing fees or increasing tolerance is a move in the wrong direction

* Ts & Cs require T-Service customers to balance supply with demand
* As a group, they miss that balance target by an average of 14%

e Centra’s operational buffer remains to address uncertainty of T-Service
imbalances

* Results in foregone revenue or increased costs

e Higher fees or lower tolerance might improve performance
e Structure as approved achieves reasonable balance for all
e Further consultation is not needed




Questions?
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