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1.0 INTRODUCTION

This Pre-filed Testimony has been prepared by Mr. Patrick Bowman of Bowman Economic Consulting Inc.
for the Industrial Gas User’s Association (IGU) of Manitoba. This testimony reviews and assesses the 2025
Centra Gas Manitoba (“Centra”) 2025 General Rate Application ("GRA” or “Application”) filed with the
Manitoba Public Utilities Board (“PUB" or “Board”) on October 7, 2024, and related materials.

With respect to the testimony contained herein, Mr. Bowman notes the following:
e Mr. Bowman is an independent witness, and his Resume is provided in Appendix A.

e Mr. Bowman's scope on this assignment was to review and assess the Application taking into
account relevant regulatory principles for natural gas utilities.

e Mr. Bowman acknowledges his role is to provide opinion evidence to the Board that is fair, objective
and non-partisan.

e Mr. Bowman has endeavoured to ensure all factual assumptions and specific information relied
upon are expressly cited in the testimony that follows.

e Mr. Bowman has provided, in Appendix B, a disclosure statement regarding the use of Artificial
Intelligence (“AI"”) in the preparation of this submission.

This is the third Centra Gas proceeding in which Mr. Bowman has participated, but the first involving Centra
Gas rates. Mr. Bowman participated, but did not provide testimony, in the 1999 PUB proceeding seeking
approval to sell the shares of Centra to Manitoba Hydro, and the 2002 PUB proceeding to review the

integration of Centra with Manitoba Hydro.

As set out in Appendix A, Mr. Bowman has been involved in utility regulation and cost allocation matters
since 1998, and has prepared expert evidence and testified on the subject on multiple occasions across
numerous jurisdictions throughout Canada, particularly those with Crown-owned utilities. Mr. Bowman'’s
regulatory and rate-setting experience includes work for each of utilities, large industrial customers, small

commercial and residential customers, wholesale customers, and regulators.
The focus of this testimony is on non-gas costs.

In this proceeding, Mr. Bowman'’s involvement was scoped to include: “strategy, operations, risk, cost of
service, cost allocations, general rate matters, depreciation, high volume (transmission) extension planning,
unaccounted for gas, and franchise expansions.”* Mr. Bowman was directed to coordinate with the
Consumers Association of Canada (“CAC") experts in respect of avoiding duplication, in particular with

respect to strategy, operations and risk management.

1 PUB Order 127/24, page 11, approved at page 13.
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The present hearing also excludes extensive consideration of energy transition and decarbonization issues,
which were ruled out of scope in combination with a ruling on the intervention request of Environmental

Defence and the Manitoba Eco-Network, as follows:2

While the Board agrees with the coalition’s submission that energy transition issues will
have a major effect on natural gas utilities, and that utilities must plan for the transition,
the Board also agrees with Centra that it is premature to address those issues in Centra’s

current one-year general rate application.

This pre-filed testimony is submitted in coordination with the evidence of Mr. Dale Friesen of InterGroup
Consultants, Ltd. in support of the IGU intervention. Mr. Friesen has focused on matters related to customer

impacts, rate riders, and balancing fees.

In accordance with the Board’s direction in Order 127/24, Mr. Bowman has reviewed areas of testimony
with Mr. Rainkie (on behalf of the CAC intervenor) and limits this evidence to avoid the areas of operating
and maintenance expenses, financial market assumptions and metrics, finance expense and debt
management. Mr. Bowman has also not addressed asset management or capital plant additions, areas

addressed by Midgard Consulting Inc. on behalf of CAC.

Mr. Bowman has concurrently provided a confidential companion submission regarding billing determinants
and demand forecasts, which contains Centra’s Commercially Sensitive Information (*CSI”) and has thus

been filed in redacted form. This document contains no information that has been deemed to be CSI.

In respect of terminology, the concepts of "demand” and “capacity” and “peak” are used in an effectively

equivalent manner, as are “energy” and “commaodity” and “volume”.

1.1 APPROACH TO ANALYSIS

The Centra GRA provides significant detailed backward-looking analysis covering the period since 2019/20
(or in some cases before) as well as projections over the long-term of 10 to 20 years. As a utility focused
on product delivery, with a pass-through function for product acquisition, Centra differs materially from
Manitoba Hydro’s electricity operations. Many of the approaches to considering capital investments and
justification, deferrals and the role of energy efficiency, and integrated generation planning and export
activities for the electricity system are not relevant to a system like Centra that is primarily focused on

delivery (and associated activities of local transmission, storage, etc.).

2 Order 127/24, page 15.
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Centra’s financial and rate position was assessed in light of its shared ownership and location with Manitoba
Hydro electricity operations, but with its unique physical characteristics. Further, unlike electricity
infrastructure which is widely recognized to be in a position of growth and increasingly critical role in

decarbonization, Centra is in a position of potential increasing precarity.

As a comparator, a recent Ontario Energy Board proceeding® for Enbridge Gas (a peer of Centra) found
that “Enbridge Gas has not met the onus to demonstrate that its proposed capital spending plan, reflected
in its Asset Management Plan, is prudent, and that it has accounted appropriately for the risk arising from
the energy transition.” While energy transition is considered to be out-of-scope for the current one-year
Centra GRA, these combined two features (primarily delivery function, and facing net threats from energy
transition) require assessment of Centra in a manner that differs from the typical review of Manitoba Hydro

rates, which Mr. Bowman has participated in consistently since 1998.

3 Ontario Energy Board proceeding EB-2022-0200
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2.0 REVENUE REQUIREMENT

2.1 BACKGROUND

Centra’s Application sought approval of a 4.5% increase in general revenue during fiscal 2024/25
(measured as a percentage of both gas and non-gas costs) which equates to an annualized increase of $16
million per year ($11 million in fiscal 2024/25).* This approval was granted on an interim basis starting
November 1, 2024, in Order 125/24. Centra indicated its evidence demonstrated a “financial need for
immediate rate relief”.>

Centra’s Application does not appear to explicitly seek a final order with respect to the 4.5% increase, only

noting:®

At the conclusion of the GRA, based on the full evidentiary record of the proceeding, the
PUB can determine whether any awarded interim increase should be finalized, varied, or
adjusted on a forward-looking basis by way of a final order with consideration to the entire

rate period under consideration in this application.
The Centra rate increase must be understood in light of the overall financial position of Centra.

As an over-riding principle, the Centra filing was delayed multiple times before being filed on October 7,
2024, most recently cited to be in light of a pending release of the provincial government’s energy policy
in September 2024. That energy policy, entitled “Manitoba’s Affordable Energy Plan” provides limited
specific actions and expectations for the energy sector, but notes seven objectives, organized around eight
“guiding principles”. The policy is not organized around specifics. Thematically, there are explicit references
to the "move away from non-renewable heating sources such as natural gas” and concerns over “sunk
costs in the energy shift”. The Board has determined that energy transition is out of scope as the details
are premature; however, the general climate regarding natural gas infrastructure suggests caution
regarding excessive reliance on long-term forecasts, and on a sustained long-term load base on which to

recover future costs (or current costs that have been deferred to future periods).®

4 CAC/Centra-I-2a-b.

> Centra Application, Tab 3, page 7 of 24.

6 Centra Application, Tab 3, page 7-8 of 24.

7 Manitoba’s Affordable Energy Plan, September 2024. Available:
https://www.manitoba.ca/asset_library/en/energyplan/mb-affordable-energy-plan.pdf

8 Particular long-term inter-class concerns can arise due to excessive deferral of costs, or reliance on the long-term to
make debt repayments, which can result in those classes least able to leave the system (often understood to be large
industrials, and small urban low-income customers) being captive to deferred costs uncollected from prior
generations of customers who had the means to fully electrify or install heat pumps to leave the natural gas system,
and as such avoided their need to pay off deferred system obligations.
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While some aspects of the current natural gas infrastructure likely has a long-term role in an integrated
energy system, the quantity and extent of energy delivered by the infrastructure faces significant

uncertainty.

2.2 THE TEST YEAR AND RATE PATHS

The specific forecasts provided by Centra in this initial filing indicate that, for the 2024/25 year, Centra
forecast a loss of $31 million without rate relief, and a loss of $20 million inclusive of the 4.5% general
revenue increase requested. These original estimates were updated on March 21, 2025 to reflect (a)
updated weather and gas costs, interest rates, etc., and (b) the changes arising from the Manitoba Budget

2025,° indicating the loss with the proposed rate increase is now $23 million.

Centra provided four long-term rate paths (over 20 years) in Appendix 4.2 of the filing, which Centra notes
it is “neither endorsing nor recommending any of the projected general revenue increases beyond the Test
Year in this regulatory proceeding.”? Each of the rate paths was based on 4.5% increases for each of
2024/25, 2025/26 and 2026/27, with varying increases thereafter. Across the four rate paths, periodic
increases are required over the period to 2032/33, which is likely the longest horizon that should be relied

upon given uncertainties in the long-term role and evolution of natural gas.

The least aggressive rate paths — scenarios #1 and #2 — were then updated on March 21, 2025 to reflect
more recent actuals and the provincial Budget. The primary effect of the change is to revise the rate
increases projected in the first 3 years (2024/25, 2025/26 and 2026/27) from 4.5% each year, to 4.5% in
each of the first two years and 2.75% in the third year. After the third year, the updated rate paths are
very close to the original scenarios. In order to make use of updated data, the following section is based
on the update from March 21, 2025 wherever referencing rate paths #1 and #2.

2.2.1 Centra’s Rate Paths

Centra’s four rate paths reflect different underlying targets for long-term net income. Rate paths #1, #2
and #3 target $3 million, $6 million and $9 million per year on average respectively, after transitioning to
a positive net income from the current net losses. Rate path #4 targets a return that is cited as being
representative of the outcome under a Rate Base/Rate of Return assumption ("RBROR") which leads to

approximately $18 million in average net income.!!

Centra cites two accepted financial targets. These are set out by Centra, as follows:!?

9 PUB/Centra-I-5a (Amended) March 21, 2025.
10 Centra Application, Appendix 4.2, page 3.

11 Centra Application, Appendix 4.2, page 3.

12 Centra Application, Tab 3 page 21 of 24.
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The established financial targets for Centra are to have a $3 million annual net income and

maintain a free-standing debt-to-equity ratio of 70:30.
At a high level, none of the rate paths achieve these targets:

- All of the rate paths achieve $3 million net income, but not until 2026/27. This is true of the original
four scenarios, as well as the March 21, 2025 updated rate paths #1 and #2.

- None of the rate paths achieve the 70:30 debt-to-equity ratio based on the “PUB Methodology”
over the period to 2042/43.

Starting with the least aggressive rate path — rate path #1 — concerning trends emerge over the period to
2032/33. While the scenario is predicated on what is presumed to be a path Centra is generally defending
as sustainable, the underlying metrics do not appear to show support for this conclusion. In an environment
of stable capital spending, no material expansion, and uncertainty about the medium to long-term future,

Centra’s rate paths show net financial erosion on many key metrics, as follows:

- Net Income: The Rate Path #1 scenario is built to target an annual net income of $3 million per
year. This is achieved with a material one-time transition, followed by only modest adjustments in

future years (periodic 2%-2.5% increases):

Table 1: Net Income 2019-20 to 2032/33

$millions 2020 2021 2022 2023 2024 2025 2026
Year Ending March 31 Actual Actual Actual Actual Forecast Forecast Forecast
Net Income 2 (3) (7) (18) (34) (23) (2)

Rate Increase (1.2%) 0.0% 0.0% 0.0% 0.0% 4.5% 4.5%

2027 2028 2029 2030 2031 2032 2033

Year Ending March 31 Forecast Forecast Forecast Forecast Forecast Forecast Forecast
NetIncome 5 5 5 5 5 2 4
Rate Increase 2.75% 0.0% 2.0% 0.0% 2.0% 0.0% 2.5%

- Capital Spending: Centra should not be viewed as being in an expansionary phase. In addition
to overriding decarbonization concerns which suggest expansion is not the preferred operating
mode, the scenario is based on a level of capital spending that is $55 million in 2024/25 and keeping
effectively this same level for the remainder of the scenario with only small growth for inflation, as
shown. This suggests operating in a largely static environment for reinvestment. Further, these
values are consistent with the 2019/20 to 2022/23 values, which vary from $47 million to $52
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million (excluding 2020/21, the year likely most heavily affected by COVID work adaptations, at
$42 million).3

Table 2: Capital Spending 2019/20 to 2032/33

$millions 2020 2021 2022 2023 2024 2025 2026
Year Ending March 31 Actual Actual Actual Actual Forecast Forecast Forecast
Cash Used in Investing Activities 47 42 50 52 54 55 56

(excluding regulatory deferral)

2027 2028 2029 2030 2031 2032 2033
Year Ending March 31 Forecast Forecast Forecast Forecast Forecast Forecast Forecast

Cash Used in Investing Activities 57 59 60 61 62 64 65
(excluding regulatory deferral)

- Net Debt: Despite this stable capital spending environment, and purportedly ongoing positive net
income in the scenario, Centra’s net debt shows material and sustained increases, more than
doubling over the period from 2020 to 2033, and still increasing by over $250 million from year
end 2024/25 to 2032/33, over a period where multiple years with no rate increases are projected,

and positive net income is forecast:

Table 3: Net Debt 2019/20 to 2032/33

$millions 2020 2021 2022 2023 2024 2025 2026
Year Ending March 31 Actual Actual Actual Actual Forecast Forecast Forecast
Net Debt 440 482 522 626 623 676 718

2027 2028 2029 2030 2031 2032 2033
Year Ending March 31 Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Net Debt 749 784 818 849 879 910 940

As a result of the increase in net debt and projected finance market trends, interest payable
increases by 36% from 2023/24 to 2032/33, from $34 million to $42 million per year.'*

13 Centra Application, Tab 12, MFR 80, page 10 of 10, and Appendix 4.2, page 8 of 43.
14 pUB/Centra-I-5a (Amended) March 21, 2025; Projected Direct Cash Flow Statement
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- Cash Flow: At the same time as positive net income is being recorded, Centra shows a material

deficit in cash flow metrics, with material annual deficits in nearly every year:

Table 4: Cash Surplus/Deficit 2019/20 to 2032/33

$millions 2020 2021 2022 2023 2024 2025 2026
Year Ending March 31 Actual Actual Actual Actual Forecast Forecast Forecast
Cash Surplus/(Deficit) (22) (43) (40) (104) 3 (53) (42)

2027 2028 2029 2030 2031 2032 2033
Year Ending March 31 Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Cash Surplus/(Deficit) (31) (35) (34) (31) (29) (31) (30)

The deficits in cash flow are notable, as they occur each and every year even after positive net
income is reached and in a period without major new capital investment. For reference, Manitoba
Hydro electrical operations has long maintained a financial target for “capital coverage” that
requires non-major Generation and Transmission capital spending (i.e., in the case of Centra, all
capital spending) to be funded with internally generated cash.!> Manitoba Hydro’s previous target
was for capital coverage to be 1.0 or greater and was raised to 1.2 or greater. ' Were Centra to
minimally meet the same criteria, at a 1.0 or 1.2 ratio, added cash of $30 to $45 million per year

would be targeted for most years of the forecast.!”

The above figures combine to raise concern that Centra is a utility that is not, in fact, achieving a stable
financial position over the noted horizon despite three years of 4.5% increases and a modest $3 million
average net income. This is not surprising, as Centra is also not meeting the PUB established financial
targets for the gas utility (maintain a 70:30 debt ratio) nor reasonably equivalent ratios adopted by the

electric utility (capital coverage of at least 1.0 to 1.2 or more, excluding major expansion spending).

Taken alone, this projection would raise concerns that the utility is not sufficiently positioned to take on

future challenges associated with the Affordable Energy Plan or more general decarbonization initiatives.

15 per the Manitoba Hydro Debt Management Strategy filed at the 2015/16 and 2016/17 GRA as Appendix 3.7: “Maintain
a capital coverage ratio of greater than 1.20. The capital coverage ratio indicates the extent to which cash generated
internally is sufficient to fund capital construction expenditures without additional external financing. It is calculated by
dividing cash generated from operations by capital construction expenditures (excluding major new generation &
transmission projects).”

16 per Manitoba Hydro Annual Report, 2006. IFF08-1 filed as part of the Manitoba Hydro 2011 GRA still used 1.0. By
the time of the Debt Management Strategy filed as part of the 2010/11 GRA (appendix 6.2) the target had increased
to 1.2.

17 This is based on approximately $60 to $66 million in capital spending per year, less $3 to $4 million in customer
contributions.
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Even absent these pending challenges, the growth in net debt at a time with limited growth in system

extent and usage should be viewed as a growing problem.

The more aggressive rate paths are numbered #2 through #4, with #4 being the most ambitious. However,
even scenario #4 shows growth in net debt to $906 million by the end of 2032/33, still more than $230
million higher than in 2024/25. As such, even as presented, the series of rate paths still do not represent

a fully sustainable scenario in light of conditions.

2.2.2 Compounding Factors Associated with the Forecasts Underlying the Rate Paths

While the above rate paths raise concerns over the sustainability and stability of Centra’s financial position,
there are a series of compounding factors that indicate Centra’s position is inherently even more tenuous

than indicated.
2.2.2.1 Demand Side Management

Centra’s practice with regard to Demand Side Management (DSM) expenditures is to defer and amortize
spending over 10 years.'® With the current status of DSM spending, this means significant growth in this

intangible asset balance, as shown in the following table:*°

18 Centra Application, Appendix 3.2, page 11 of 192.
19 Centra Application, Tab 8, and Appendix 4.4, Figure 4.
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Table 5: Deferred DSM Balance 2016/17 to 2032/33

$millions 2017 2018

Year Ending March 31 Actual Actual
DSM Deferred Balance 53.2 55.2
annual growth 2.0

2020 2021 2022 2023 2024 2025

Year Ending March 31 Actual Actual Actual Actual Forecast Forecast
DSM Deferred Balance 53.4 51.0 51.1 51.1 51.7 49.7
annual growth (2.4) (2.4) 0.1 0.0 0.5 (2.0)

2027 2028 2029 2030 2031 2032

Year Ending March 31 Forecast Forecast Forecast Forecast Forecast Forecast
DSM Deferred Balance 69.5 78.4 86.6 94.0 100.5 105.8
annual growth 9.5 8.9 8.2 7.5 6.4 5.3

Centra notes the significant growth in DSM spending in relation to the capital program in Tab 3:2°

Annual DSM expenditures that Centra has paid to [Efficiency Manitoba] to fund gas DSM
programs since 2019/20 have been approximately $10 million. However, starting in
2022/23 this amount has grown to approximately $20 million per year and is forecasted to
remain at that level. Federal funding granted to EM through the Low Carbon Economy
Fund ("LCEF") reduced net expenditures in 2022/23 through 2024/25 back to around the
$10 million amount. However, after 2024/25, Centra anticipates incurring the full $20

million annual expense to support gas DSM programs.

2019
Actual

55.8
0.6

2026
Forecast

60.0
10.3

2033

Forecast

110.3
4.4

Centra accurately identifies the key concern in this area in its overview of Strategy, Operations and Risks,

as follows:2!

While Centra is expanding the system to respond to new customer requests, natural gas
gross margins have remained flat since 2019, as increases in customers and usage have

been offset by the impact of energy efficiency savings due to increased Demand Side

20 Centra Application, Tab 3, page 15 of 24.
21 Centra application, Tab 2, page 3 of 38.
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Management ("DSM") spending. This lack of growth in Centra’s gross margin, together
with increases in operating and administrative expenses, financing costs, depreciation and
amortization expense, and increases in other expenses driven by higher DSM spending by
Efficiency Manitoba, have resulted in a significant deterioration of Centra’s financial

position.

The annual growth in deferred DSM should be viewed in light of the limited net income contemplated by
Centra in each of the rate path scenarios. Even in the most aggressive rate path (#4), Centra projects only
$59 million in net income over the period 2025/26 to 2032/33%2 while at the same time deferring DSM

spending of $61 million. In its base-level rate path #1, the net income is only $29 million over this period.

If the DSM balance was amortized such that the deferred balance simply did not grow, and remained at
$50 million as per year-end 2024/25 throughout this period, the entire net income in the most aggressive
Rate Path would thus be entirely eliminated, and in the base rate path #1, there would be a long-term net
loss. This is not an extreme example by targeting no net growth in the deferred balance. Growth in deferred
balances with a flat net load should be concerning at the best of times for a gas utility, but these forecasts
are before energy transition and decarbonization are taken into account. Even under modest
decarbonization, an increased deferral balance being pushed to a decreasing load in future (as should be

expected) would be even more problematic for the remaining customers.

This assessment is not to be critical of DSM activities. Centra’s requirement to coordinate with Efficiency
Manitoba, and achieve legislated savings targets, are not in dispute in this proceeding. Sustained DSM is
likely the most economic and achievable action that can be taken today to move towards the necessary

future outcomes of lower consumption.

The concerns over excessive DSM deferral are not akin to the situation in Manitoba Hydro electricity. As

described by the Board in its Report on the Efficiency Manitoba 3-year plan:

With respect to the electric DSM portfolio, the marginal value is based on the value to
Manitoba Hydro of the electricity conserved by the DSM programs. Manitoba Hydro
receives value from conserved electricity by having more electricity available to export,
potentially under long-term firm contracts, as well as due to the deferral of future
transmission and distribution investments as a result of reduced load growth and
consequent reduced capacity requirements. The value of exported electricity is based on

the season (winter or summer) when the DSM measures conserve electricity and whether

22 Centra application, Appendix 4.2, page 34 of 43.
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the DSM measures reduce capacity, energy, or both. Manitoba Hydro provides a forecast

of generation, transmission, and distribution marginal values for a 30-year period.

With respect to the gas DSM portfolio, the marginal value of those DSM programs is
equivalent to Centra’s avoided costs of purchasing and transporting gas from western
Canada to Manitoba. In its marginal values provided to Efficiency Manitoba, Centra does
not attribute value to the deferral of future transmission and distribution investments,
unlike Manitoba Hydro’s approach.

In short, unlike in the electricity sector, natural gas DSM is not akin to spending on assets. Electricity DSM
replaces and avoids or delays investment in new capital assets (generation transmission and distribution),
and brings added revenue from market transactions. Gas DSM does little to none of these things. The only
function of gas DSM is to save customer’s consumption in the future, but without this consumption there
are less units transacted on which to pay off deferred DSM costs. It is a delicate balance to properly, but
not excessively, defer gas DSM. It is not apparent that Centra has yet struck the right balance in the long-

term rate paths.
2.2.2.2 Manitoba Hydro International (MHI) Allocation

Centra has proposed a revision to the approach to corporate allocation at the parent — Manitoba Hydro.
Centra indicates that a different subsidiary of Manitoba Hydro, known as Manitoba Hydro International
("MHI"), was in possession of $100 million cash on hand due to MHI's sale of an investment in an electrical
services company (known as RTDS).2 Centra does not indicate any relation between Centra and RTDS,

nor any relationship between Centra and MHI except as being peer subsidiaries of Manitoba Hydro.

Centra indicates that this $100 million in cash has been invested in a sinking fund with the intention to
eventually retire “a portion of the $250 million Centra acquisition debt”.?* Centra credits this conceptual
transaction as leading to a reduction in the need for Centra to bear $12 million annually in acquisition debt
costs, down to $4-$5 million per year in 2023/24 to 2028/29, and ultimately $2-$3 million per year starting
in 2029/30.%

Since its acquisition by Manitoba Hydro, Centra has been under a regulatory model that requires payment
of the costs incurred by Manitoba Hydro to acquire the gas utility (otherwise, the purchase would have
been subsidized by electrical ratepayers). This encompasses not only paying the costs of interest on debt
directly tied to Centra, but also paying interest on the debt issued by Manitoba Hydro, as parent, to acquire

Centra. This latter payment is required as it replaces the alternative regulatory mechanism that had

2 Centra application, Tab 4, Section 4.2.9.
24 Centra application, Tab 4, page 14 of 33.
25 Centra application, Tab 4, page 16 of 33.
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previously been in place to compensate the owner — a return on equity and dividend to the owner — which
has been eliminated.

The effect of Centra’s proposal for MHI's cash is to lower Centra’s reported costs in a manner that does not
appear aligned with the structure established for the gas and electric utilities in Manitoba. Gas rates have
been set to include $12 million of costs per year related to the acquisition debt, to pay interest on the
acquisition in perpetuity, rather than pay a higher amount to discharge this debt. As noted by the Board in
2005:2

The Board also notes the change evidenced in Centra and MH's assessment of MH’s annual
costs associated with the acquisition. In prior proceedings, Centra had determined the
annual cost of the acquisition to be $20.9 million, calculated to eventually retire the $253.8
million debt related to MH’s acquisition of Centra, with interest. The Board notes that MH
now plans not to retire the debt, a decision that the Board accepts as Centra’s business is

assumed to have a continuing value

Centra has generated no new cash or equity with which to make any principal repayment of the acquisition

debt, nor any basis to claim rights to have the debt paid down on its behalf.

The ultimate decision regarding how to allocate any windfall from a Manitoba Hydro subsidiary is
appropriately addressed as part of a Manitoba Hydro GRA. But it does not appear reasonable for Centra to
make an assumption that an unrelated subsidiary of Manitoba Hydro will provide it with relief from paying
its duly-allocated debt. It is particularly notable that Centra has not only assumed that the cash is
appropriately used to repay its acquisition debt (rather than any other debt residing in Manitoba Hydro for
any other investment or asset acquisition), but that the benefits of this debt retirement will be effectively
free capital that Centra will share in 33% (with the other 67% presumably allowed to flow to the benefit
of Manitoba Hydro electrical customers). Given Centra, with less than $1 billion in debt, makes up less than
4% of Manitoba Hydro's $24 billion in debt, this does not appear like a fair assumption regarding the
eventual disposition of the debt repayment and benefits, if indeed Centra can make any credible claim to
a share of MHI's financial returns.

The Board queried the impacts were Centra to remove the assumption regarding a reduced allocation, and

the net effect was a need for 11.4% in rate adjustments in 2025/26 instead of 4.5%, an increase of 6.9%.2’

It appears this impact is sufficient to challenge the degree to which the rate path scenarios will prove
sound, following an appropriate testing of the MHI cash allocation in an electric GRA.

26 Board Order 135/05, page 78.
27 pUB-Centra-II-2e
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2.2.2.3 Depreciation

Centra seeks approval of updated depreciation rates?® for rate setting purposes. In the original filing, the
request primarily related to amortization of the loss on disposal of assets (28 years), and approval to
implement the CGAAP Average Service Life ("ASL") depreciation rates from the 2019 study. These changes
largely parallel approvals granted to Manitoba Hydro in the 2023/24 and 2024/25 electric GRA which was

reviewed in detail in that proceeding. Centra also sought approval to create four new classes of assets.

Subsequent to filing of the GRA, Centra indicated it has now received a 2024 depreciation study from
Concentric Consultants, which it would seek to implement as part of the final approvals in this proceeding.?
The effect of the updated 2024 Concentric study is a reduction in depreciation expense of $0.243 million
(on a depreciation expense of approximately $30 million)3°. This filing also updated the amortization period

for the gains and losses on disposal of asset deferral from 28 years to 27 years.

It is important to note that Centra has not proposed any revisions to lives or retirement expectations
explicitly driven by policies or plans to achieve decarbonization or energy transition. Such provisions may
be expected in future for some assets, in order to ensure assets are depreciated over their expected service
lives which may be artificially shortened compared to the theoretical physical lives of the assets. Not only
is this topic considered out-of-scope for the current one-year GRA, it is also unlikely that sufficiently detailed
information about decarbonization and energy transition scenarios is available to credibly determine
updated life estimates for any given asset class, or any specific asset within the major classes. However,
as a cross-check, the 2024 Concentric study provides no proposals for life extension among the major
accounts.3! This is an appropriate conclusion given the present state of asset uncertainty. If life extension
had been proposed for one of these accounts, credible data and management projections would be required

to support the change.

In respect of Centra’s proposals on amortization of gains and losses on disposal of assets? the 28 year
amortization (updated to 27 years3) is an essential component of implementing the long-standing principle
of regulatory group depreciation in light of IFRS interpretations which are otherwise cited to require
expensing of undepreciated book values at the time an individual asset is retired. This approach is
consistent with Manitoba Hydro’s practice with respect to the electricity function, and should be approved

for Centra.

28 Centra Application, Tab 1, page 3.

2 pUB/Centra II-8a-€.

30 pUB/Centra II-8a-e

31 per PUB/Centra I-16a-b, Figure 2, there are 9 accounts with original cost exceeding $20 million. Per PUB/Centra II-
8a-e Figure 3, none of the 9 largest accounts have life extensions proposed.

32 Centra Application, Appendix 4.4, Figure 1.

33 PUB/Centra II-8a-e.
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For asset lives, Centra is proposing a set of small changes arising from the 2019 study and subsequently
the 2024 study, and proposing that the effect be implemented starting in 2019 for the earlier study, and in
the test year for the latest study. Any differences in depreciation expense arising from effects on past years
are proposed to be deferred until 2023/24 and amortized over 5 years starting 2024/25. It should be noted
that the retrospective net differences are quite small — totaling generally less than $0.1 million per year.3*
Given the small effect, and the lack of apparent issues with the approach or contents of the studies

produced, this should be approved, as should the updated asset life estimates.

In respect of new accounts, Centra is proposing four new depreciation asset accounts starting 2023/24.
The first two accounts relate to meters, which Centra proposes to split into mechanical meters and
electronic meters. For mechanical meters, Centra proposes a 25 year life, while electronic meters are
proposed at a 14 year life. Centra’s depreciation review conducted by Alliance Consulting3> provided backup
for these lives, and shows a very strong adherence between actuarial projections and experienced
retirements, which is strongly supportive of the revised life estimates. The only material area of concern
relates to competing claims in the work of Alliance Consulting and the report prepared in 2019 by Concentric
Consulting. In that report, Concentric indicates it reviewed a meter investment of $48.6 million that “relate
to both diaphragm and electronic meters throughout the Centra Gas system, however the majority of the
investment related to electronic meters”3¢ while Alliance cites the mechanical meter account investment at
$38.0 million and electronic at $10.6 million.3” It appears from updated March 31, 2025 balances that
mechanical meters total now $43.7 million while electronic meters total $21.0 million3® suggesting
Concentric was incorrect about the distribution, and also suggestive that electronic meters are growing in

import on the system since the Alliance study was completed.

The 2024 Concentric study further confirms the reasonableness of the proposed meter lives in the plots of
experienced lives, and further confirms that balances that mechanical meters make up more of the
investment on the system, but electronic meters are a growing share.3® On the basis of this support, the

revised lives should be approved.

The other two accounts proposed by Centra relate to a Manitoba Metis Revitalization Fund that totals less
than $2.5 million, and were not further reviewed due to limited materiality of the depreciation expense

impact.®

34 Centra Application, Appendix 4.4, Figure 2; also, PUB/Centra-I-16a-b Figure 2.
35 Centra Application, Appendix 4.4 — Attachment 4.

36 Centra Application, Appendix 4.4 — Attachment 2. Page 15 of 45.

37 Centra Application, Appendix 4.4 — Attachment 4. Pages 23-25

38 pUB/Centra-I-16a-b

39 pUB/Centra II-8c Attachment 1, pages 29 and 31 of 256.

40 pUB/Centra II-8c Attachment 1, pages 37 of 256.
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2.3 CONCLUSION

On the basis of the above analysis, there is a significant basis for concern that Centra’s modelled Rate

Paths do not appropriately reflect:

a) current conditions as they yield a significant growth in net debt during a time with little to no

expansion, and failure to meet the Board’s established financial targets for the gas utility;

b) pending decarbonization and energy transition, which may exacerbate issues such as write-down

of stranded assets, and lead to reduced customer loads to share in paying the revenue requirement;

c) potential excessive deferral of DSM, which may well indicate a need to increase recognition of

expenses in future years necessitating increased rate levels; and,

d) excessive assumed credits from MHI activities, which are being used to reduce gas rates despite

being limited, if any, linkage to the natural gas activities.

In contrast, given the present conditions, Centra’s depreciation proposals appear appropriately structured.

It is not entirely clear that the above factors require a rejection of Centra’s proposed 4.5% rate increase
today for the Test Year. At minimum, they are among the issues that should be fully canvassed very soon

as part of any energy transition review, to ensure Centra’s finances are set on a sustainable path.

The Board may want to consider an upward revision in the 4.5% proposed rate increase were it to conclude
that these pressures suggest more risk and threat in future than Centra has taken into account in developing
its GRA proposal. The Board may also want to make such adjustment in the event there was not clarity
regarding Centra’s likelihood of returning promptly to deal with questions of decarbonization and energy
transition, and its impacts on core Centra finances, including stranded assets and potential upward revision

in Centra’s depreciation rates.
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3.0 COST OF SERVICE

Centra prepared a Cost of Service study ("COS") for the GRA, based on input data from 2024/25, using the
2021 Natural Gas Volume Forecast Scenario (*2021 Volume Forecast”).* Centra later updated the COS to

take into account the 2024 Natural Gas Volume Forecast Scenario (*2024 Volume Forecast”).*?

3.1 COST OF SERVICE METHODOLOGY

The COS reflects a methodology that was recently reviewed in detail by the Board and approved for
implementation in 2022.4 The approved methodology has not yet been applied to any GRA, and has only

been used for limited rate revisions.*

In addition to the methodology changes approved in the 2022 Board Order, Centra now proposes three

additional revisions: %

1) Allocate the costs of Gas in Storage on the basis of winter volumes. This issue was discussed and
addressed in the 2022 Cost of Service Application but was considered out of scope at that time.

Now that the topic is in scope, it is an appropriate time to make the adjustment.
2) To eliminate the franchise adjustment for all classes.

3) To use historic class participation rather than forecast participation for the purpose of allocating
DSM costs.

In order to assess whether Centra has appropriately modelled and implemented all changes directed by
the Board in Order 109/22, the Board retained an independent expert consultant, Elenchus Research
Associates (“Elenchus™), to complete a review and offer an opinion on implementation. The Elenchus report

is clear: “Elenchus considers that Centra’s cost of service model complies with Order 109/22,”46

In respect to the three added provisions proposed by Centra since Order 109/22, each is reasonably

supported by the evidence in this proceeding.

41 Centra Application, Appendix 5.1

42 IGU/Centra II-5a-c

43 Order 109/22.

4 Order 109/22 approved an interim rate revision to the Special Contract and Power Station classes to better align
rates with measured costs.

4> Centra Application, Tab 10, page 10-11 of 28.

46 Elenchus Research Associates report, October 31, 2024. Page 22.
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3.1.1 Gas in Storage

On the matter of Gas in Storage, the issue was considered, and the currently proposed method was
supported by both the IGU and Centra in the 2022 COS methodology proceeding. This issue was described

in a concise manner by Elenchus in this proceeding:*

Centra states that it fills storage capacity from April to October to be withdrawn from
November to March to meet heating needs in the winter season (Appendix 10.1, page 27).
Gas transported to storage and held in storage may be purchased throughout the year but,
based on Centra’s stated use of its storage facilities, volumes in the winter is the relevant
cost driver. For this reason, Elenchus considers Centra’s proposal to use winter volumes to
allocate energy-classified gas in storage costs to be consistent with the cost of service

principle of cost causality.

The rationale of the change is sound. The timing is appropriate as a refined improvement to the COS
methodology already raised as part of the 2022 COS review and deferred to the current proceeding. As a

result, the change should be approved.

3.1.2 Demand Side Management

The allocation of the costs of DSM (return on rate base, interest, and amortization) reflects deferred

spending in past periods, to benefit customers that now have reduced gas needs.

In the COS methodology review, the Board approved treatment of DSM through allocation to the class of
customers who participated in the specific DSM spending. There was no specificity in the Board’s direction,
however, as to how that relationship would be measured. At the time, DSM had been allocated based on

forecast class participation in DSM programs.*®

Centra now proposes that the costs are more accurately allocated to match benefits, if instead of forecast
participation, the costs are allocated on the basis of historic participation. The impacts of this change are
material. Specifically, for the Main Line class, this approach increases total allocated costs by $0.226 million,
from $2.212 million to $2.438 million.*® This is more than a 10% increase in allocated costs. For High
Volume Firm (“HVF"), the increase is $0.231 million, from $14.165 million to $14.396 million°, or 1.6% for

this factor alone.

47 PUB/ERA 1-4.

48 Centra Application, Appendix 10.1, page 26 of 69
49 pUB/Centra I-132

50 pUB/Centra I-132
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There is a rational internal logic to allocating past costs on the basis of past participation, so long as the
two values are reasonably closely linked in time. A concern arises however, to the extent these costs
become somewhat delinked from the allocator. Given the long amortization period for DSM, there can be
a material disconnect between costs incurred to assist a large customer (or many smaller customers) in
reducing their loads, and having those costs increasingly allocated to the customers in the same class who
were unable to similarly reduce their loads. If in future the class load is reduced, recovering long-dated

past costs could become problematic.

Outside of concerns over this delay factor, Centra’s proposed methodology is appropriate. Given the
concerns noted in earlier sections of this evidence about large growth in DSM deferral balances, as well as
material impacts noted from implementing this change at one time, it may be appropriate to implement

Centra’s proposal in stages while the matter of DSM deferral is further considered.

3.1.3 Franchise Adjustment

Centra proposes to eliminate a longstanding adjustment to the COS where a line-item transfer was
instituted to “keep customer classes from being adversely impacted by the extensive rural expansion that
occurred in the late 1990s”.>!

The franchise adjustment functioned for more than 20 years primarily as a means of shifting costs between
very large classes (Special Contract and Power Stations) and the SGS classes who benefitted from the
1990s expansions.°? As the Special Contract and Power Stations classes no longer have costs allocated to
them tied to the franchise expansions (pursuant to Order 109/22), this aspect of the franchise transfer is

no longer relevant.

For the remaining classes who received benefit from the franchise transfer (HVF and Main Line), the transfer
is relatively small®3, is based on very dated calculations using a different COS approach, and is likely no
longer appropriate as these classes are in fact now represented among the classes who received benefits

from the expansions.>*

It appears that the franchise adjustment may well be considered an anachronism in cost allocation, and

Centra’s proposal appears to be appropriate.

31 Centra Application, Appendix 10.1, page 24 of 69.

52 Centra Application, Appendix 10.1, page 24 of 69.

>3 Total $55,618 for HVF and $25,677 for Main Line., per Appendix 10.1, page 25 of 69.

>4 Per PUB/Centra I-123a-b, which notes there are several HVF customers in the franchise expansion areas, and that
Main Line customers are in areas that received the benefits of system enhancements in conjunction with the franchise
expansions.
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3.2 COS METHODOLOGY IMPLEMENTATION ISSUES

On the basis of the above considerations, Centra’s implementation of the Board’s updated COS methodology
appears to be largely consistent with the methods directed, and the three proposed further improvements
(gas in storage, DSM, and franchise adjustment) should be considered reasonable and implemented in

whole or, in the case of DSM, potentially in stages.

At the same time, the COS as filed reflects deficiencies in respect of certain areas of implementation details,

or key inputs.

3.2.1 Unaccounted For Gas

Despite recommendations from its own consultants (Atrium)>> and further evidence suggesting a basis for
concerns over Centra’s Unaccounted for Gas ("UFG") estimates, Centra has elected not to update its 2004
study on UFG, which it continues to use. This is problematic as the Board directed in 2022 that the study
be updated®®, and indeed ever since the study was completed, Centra has been under direction to update
it, per the following excerpt from 2004: “The Board encourages [Centra] to continue its review of UFG, and

consult with other interested parties.”>”

The continued use of a 20 year old study is additionally problematic by way of the clear changes in the
system. First, the relative load balance between the various classes clearly changed over this period. It
appears that notwithstanding changes in the relative balance of loads and customers, Centra has not
updated the percentages allocated to each class.>® Second, the degree of UFG that is present in the system
appears to have declined markedly. For example, in the 2004 study, CGM cites that the UFG at that time
approximated 1% of receipts.>® However, Measurement Canada has updated standards since that time to
shorten the frequency of testing and reverification of meters®®, and increasing focus has been placed on
the gas utility industry to reduce fugitive emissions. From 2007 to 2024, actual UFG has only exceeded 1%

three times, with no cases above 1% since 2014, and averaging less than 0.5% over this period.5!

The effect is likely most prejudicial to allocation to the transmission system. Centra does not distinguish
between UFG at the transmission versus distribution level, even though the distribution system is laden
with far more potential faulty and inactively monitored meters, far more connection points, and

consequently far less monitoring for leaks or theft or damage.

35 PUB/Atrium I-8a-b from the 2022 Cost of Service methodology review

%6 Order 109/22, Directive 4.

57 Order 131/04, page 39.

38 Centra Application, Appendix 10.1, page 14 of 69.

392004 Study, as provided in PUB MFR-10 from the 2022 Cost of Service review, at page 1 of 14.

60 Centra Application, Appendix 4.4, Attachment 2, Concentric 2019 Depreciation Study page 15 of 45.
61 Data from PUB/Centra I-111a-d.
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It is particularly concerning that no new study is available, given Centra’s argument in the 2022 COS review

that suggests ample time was available given the delay in filing the current GRA:%2

Centra notes that the 2004 UFG study took 12 months to complete; as a result, Centra
does not anticipate being able to update the study prior to its next GRA.

While there is no better data available today to update the COS allocations for more recent UFG forecasts,
the Board is likely limited to reiterating its direction to ensure the study is completed for future Centra rate

reviews.

3.2.2 Minimum System Study

As part of the 2022 COS review, Centra considered alternative methods of classifying distribution mains to
demand and energy. The method then-in-use was a historic diameter-length study, which yielded a 67%

classification to demand, and 33% to customer.53
Centra then described:%*

Centra’s Distribution function is seen as having both demand characteristics, in that it
needs to have sufficient capacity to meet the demands of customers, and customer
characteristics, in that the system needs to reach every customer requesting service.
Centra uses the results of a historic diameter-length study to derive the classification split
for Distribution Mains between demand-related and customer-related costs. The diameter-
length study is closely related to minimum grid-type studies, which provide a theoretical
calculation of the minimum size of Distribution Plant required to connect customers. The
resulting classification of distribution mains is 67% demand-related and 33% customer-

related.

While the diameter-length study is dated, it is only used for classification, not allocation, so the
implementation automatically updates for changes in class loads and distributions (unlike the UFG study

which has a fixed class allocation based on 2004 vintage loads).

In the current Application, Centra has updated the proposed classification method to reflect the Board’s

direction in Order 109/22 from that proceeding:®°

62 Centra Final Argument, 2022 Centra COS Review, page 22 of 25. August 5, 2022.
63 Centra COS Application, Page 2 and 21 of 40;

64 Centra COS Application, page 21 of 40.

65 PUB Order 109/22, page 6.
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The Board finds that the minimum system method is a more accurate manner of classifying
Centra’s distribution mains than the existing diameter-length method. The Board directs

Centra to prepare a minimum system study.

In the current proceeding, Centra has filed a new minimum system study from Atrium Economics (“Atrium")
which concludes the appropriate classification split should be 79.15% demand-related, and 20.85%
customer-related on the basis of the minimum system method.®¢ Centra proposes to adopt the Atrium
minimum system study conclusions. Atrium examines an alternative method (the zero intercept method)

which yields 65.1% demand-related and 43.90% customer-related, but it does not recommend this method.

The impacts of the minimum system method, as compared to the previous method, are material for the

HVF class, totaling $0.356 million per year or over a 2.5% cost impact for this one factor.

The use of a minimum system study to classify distribution related cost to demand and customer is well-
founded and commonly-accepted. The methods used by Atrium appear for the most part to be industry-
standard. However, in the case of Centra, the study fails to capture the fundamental relationship it is

seeking to measure — the relative importance of demand cost drivers versus customer cost drivers.
3.2.2.1 Issues with the Atrium study

A minimum system study is an entirely theoretical exercise — the creation of two alternative universes for

comparison purposes.

As a basic principle, but for customers who make heavy use of gas, one could in theory develop a minimally
sized system that connected everyone, but delivered only a modicum of product. This “minimum system”
would have a specific identifiable cost, and that cost would be entirely due to the presence of the customers

on the system, and unrelated to their usage.

In contrast, under this same scenario, if customers instead used material quantities of gas, the system
would need to be sized larger than the minimum. The cost of this extra sizing would be driven not by the

number of customers, but by the quantity of gas demanded.

The purpose of a minimum system study is to develop the ratio between these two factors — the cost of a
minimally sized system versus the extra cost of a system sized for the actuals loads that the utility must

Serve.

Atrium begins their analysis in a very typical manner — identifying the theoretical minimum sized and cost

of pipe that could be installed. In this case, Atrium concludes that the basic minimum size should be 60

66 Centra Application, Appendix 10.2.
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mm, which is a reasonable conclusion, given Centra’s system. In principle, Atrium concludes that any costs
incurred for distribution mains larger and/or more expensive than 60 mm is not due to the basic function
of connecting a customer, it is due to the added need to meet the customer’s (and the entire system’s)

load demands.

Atrium then prepared an analysis for all metres of distribution pipe installed on Centra’s system, and
prepared an estimate of the “replacement cost” of this pipe.®” The table provided by Atrium is reproduced

below: %8

Table 6: Atrium Analysis of Minimum System Method

| Line No. | Diameter Plastic Steel
1 | inches | mm Quantity (in f‘t)‘ Quantity (in m)l Cost (2023 §) | Unit Cost (2023 $/m)| Quantity (in f't}lQuantity (in m)l Cost (2023 3) | Unit Cost (2023 $/m)
2 1/2 213 75 23 $915 $ 40.00 - - s -
3 3/4 26.7 92,526 28,202  $1,128076 $ 40.00 12,221 3,725 $1,189,345 $ 319.28
4 1 33.4 162,785 49,617  $1,984,672 S 40.00 30,917 9,424 $3,008,740 $ 319.28
5 11/4 42.2 1,148,075 349,933 513,997,329 S 40.00 620,365 189,087 $60,371,758 5 319.28
6 11/2 48.3 271,744 82,828 53,313,107 S 40.00 7,573 2,308 $736,937 S 319.28
7 2 60.3 11,116,704 3,388,371 $149,766,018 $ 4420 7,508,331 2,288,539 $730,684,825 S 319.28
8 3 889 601,382 183,301 510,998,082 $ 60.00 185,130 56,428 420,350,595 $ 360.65
9 4 114.3 3,514,340 1,071,171 $68,822,721 $ 64.25 2,138,048 651,677 $275,320,542 $ 422.48
10 6 168.3 146,121 44,538  $4,320,169 $ 97.00 175,152 53,386 $28,560,117 $ 534.97
11 8 2191 150,151 45,766  $10,320,255 $ 225.50 821,188 250,298 $166,613,411 $ 665.66
12 10 2731 - - S - 18,066 5,507 $4,562,916 S 828.63
13 12 3239 s 125,100 38,131 541,404,057 $ 1,085.85
14 14 355.6 s 147,060 44,824 $57,672,032 $ 1,286.64
15 16 406.4 S 66,866 20,381 530,315,090 $ 1,487.43
16 24 609.6 - - S - 90 28 $46,524 S 1,688.22
17,203,904 5,243,750 $264,651,344 11,856,108 3,613,742 $1,420,836,889
Minimum System
Minimum Size Customer
Cost (2023 Customer Component
Material | Quantity (in ft)| Quantity (in m)| Cost (2023 5) S/m) Component Percentage

Plastic 17,203,904 5,243,750 $264,651,344 $44.20 $231,773,749 87.6%

Steel 11,856,108 3,613,742 5$1,420,836,889 S$44.20 $159,727,379 11.2%

Total 29,060,012 8,857,492 $1,685,488,233 S 391,501,127 23.23%

The above tables provide Atrium’s calculation of how it arrives at 23.23% of costs being related to customer,
which it then adjust downwards, as even this theoretical minimum system can deliver some gas, and the
purpose is to determine a system that can effectively deliver almost no gas — the result is the 20.85%
customer classification used in Centra’s COS. This adjustment is termed the load carrying capacity

adjustment.
The issues with the study can be identified in the data indicated in Atrium’s table above.

The basic unit considered by Atrium on which to price the minimum system is the 60 mm plastic pipe,

which costs $44.20 per meter in replacement costs. Any type of pipe in the above table that costs more

67 Centra Application, Appendix 10.2, Atrium Minimum System Report, page 7 of 10.
68 pUB/Centra I-117a-d Attachment 1.
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than $44.20 per metre is considered to have the added investment having been undertaken for capacity
reasons, not basic customer connection. This relationship likely holds within the plastic portion of the table
—a 219 mm plastic pipe, costing $225.50 per metre, could have been instead installed as a 60 mm plastic
pipe at $44.20 per metre if only the load had been much lower. Therefore, the added cost of that 219 mm

pipe (over and above $44.20 per metre) is a capacity-related cost. This rationale is sound.
In contrast, the Atrium rationale does not hold up when one looks to steel pipe, for multiple reasons:

- Starting with the example of the 26.7 mm steel pipe, which costs $319.28 per metre to install,
there is no credible basis to conclude that a 26.7 mm steel pipe was installed instead of a 60 mm
plastic pipe because of demand requirements. There is even less support to suggest that over 85%
of the cost of the noted small diameter steel pipe was incurred because of these capacity drivers
as Atrium’s study would suggest (i.e., to conclude that $44.20 was the basic cost to connect

customers, but the added $275.08/metre was only incurred because of large loads).

- Even comparing equivalent diameters, the 60 mm steel pipe by far the second most common pipe
installed on Centra’s system (after 60 mm plastic pipe). This steel pipe is similarly being analyzed
by Atrium as if over 85% of the cost to use steel was a decision by Centra based on capacity, and
absent the capacity needs Centra would have or could have installed 60 mm plastic instead of this

60 mm steel pipe.

The conclusions suggesting steel pipe was selected as a premium election by Centra based on capacity
does not accord with Centra’s clear historical trends, as reviewed in the 2019/20 Centra GRA:%°

69 Centra 2019/20 GRA Application, Appendix 4.4, page 64 of 137.
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Figure 1: Centra Pipeline Inventory by Year Installed, by Type
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As illustrated in the above figure, Centra’s installation of steel pipe was not a deliberative election to install
higher cost steel, as a means to securing more capacity, over lower cost plastic. It is a function of the date

of install, and the technology available at the time. Steel is also indicated to be more common in urban
settings, likely due to hazards.

Finally, by using replacement cost, Atrium is failing to reflect the basic underlying purpose of the COS which
is to allocate embedded costs. It is well-known that plastic pipe has improved in quality and price with time.
As demonstrated in the Atrium replacement cost estimates, plastic pipe is now less than 15% of the cost
of installing a comparable diameter installation of steel pipe. But by using modern replacement cost for
each and every unit of pipe still in service, Atrium is ladening historic steel pipe with a significant cost
disadvantage that was of no meaning at the time the cost was actually incurred for Centra, much less
reflecting that that same pipe is now heavily depreciated. It is telling that the Atrium study is heavily driven
by steel pipe costs ($1.4 billion of the $1.7 billion in replacement costs) even though the remaining net
book value investment related to this pipe is likely quite small by comparison to plastic in Centra’s actual
dollar value of assets to be allocated.

In short, Atrium’s study appears to measure none of the key variables it purports to measure. The ratios
do not capture in any way the incremental investment made by Centra in added capacity, nor does the

study even capture the added investment that would need to be made by Centra to replace the system
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with a modern version, split into customer driven costs and capacity driven costs. In fact, the Atrium study
is primarily measuring the comparative costs of steel and plastic in modern terms, mostly unrelated to

anything regarding size or capacity.
Given the above limitations, the Board should reject use of the Atrium study for COS purposes.
3.2.2,.2 Alternative Solutions

With rejection of the Atrium study, three alternatives appear to be available to the Board for classification

ratios.

The first is to reject the use of the minimum system method for now, and revert to the previous ratios.
While the existing study is dated, Centra indicated as part of the COS methodology review that “the current
67%/33% split between Demand and Customer is within industry standards””°, and followed up by noting:
“Centra’s statement to industry standards is in reference to Atrium’s review of Canadian LDCs as well as
previous research done at the time of the Christensen report that shows Centra’s customer and demand
split falls within a reasonable range.””! Centra could also be directed to update the diameter-length study

for the next GRA. This was also the approach recommended by the CAC experts in the 2022 COS review.”?

The second is to redo the Atrium analysis ignoring the premium for replacement cost of steel pipe. As noted
in the tables above, for 273 mm and larger, there is only steel pipe on Centra’s system — the book value of
this pipe can be allocated 100% to demand (as any customer allocation at minimum system would be
trivial). For all other sizes, simply compare incremental plastic replacement costs for the diameter versus
60 mm plastic costs (regardless as to whether the distribution main in practice is plastic or steel), to

determine customer to demand classification, as follows:

70 Centra COS Application, page 34.

71 PUB/Centra I-18a-g in the 2022 COS methodology review.

72 Evidence of Mr. Rainkie and Ms. Derksen on behalf of the Consumers’ Association of Canada (CAC), June 8, 2022.
Page 34.
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Table 7: Alternative Minimum System Method Without Distinction as to Pipeline Type

Minimum

Combined Unit Cost Unit Cost Cost at Minimum

mm Quantity (m)  (2023$/m)  Cost (2023$) ($/m) Size (2023$)
21.3 23 44.2 1,010 44.2 1,010
26.7 31,927 44.2 1,411,168 44.2 1,411,168
334 59,040 44.2 2,609,584 44.2 2,609,584
42.4 539,020 44.2 23,824,704 44.2 23,824,704
48.3 85,136 44.2 3,763,003 44.2 3,763,003
60.3 5,676,910 44.2 250,919,423 44.2 250,919,423
88.9 239,729 60 14,383,730 44.2 10,596,014
114.3 1,722,848 64.25 110,692,963 44.2 76,149,867
168.3 97,924 97 9,498,628 44.2 4,328,241
219.1 296,064 225.5 66,762,453 44.2 13,086,033
483,866,667 386,689,048

Customer Component 386,689,048 79.9%
Demand Component 97,177,619 20.1%
Total 483,866,667

This approach would lead to 100% demand classification of the largest steel mains, and 20.1% demand
classification of the remainder, with the rest of the costs being classified to customer. This approach is only
an option to the extent that investment values can be determined for the 273 mm and above steel mains.
This approach is most philosophically adherent to the present approach — that length and size are what
matter, not material type (with the added feature of plastic replacement cost weighting rather than simple

diameter as the denominator).

The third option would be to do the same analysis, but individually for steel versus plastic. That is, a
decision by Centra to install 88.9 mm steel pipe, at $360.65 per metre, would be compared to the cost of
60 mm steel pipe, at $319.28 per metre, with the added $41.37 per metre being driven by capacity and
the remainder by customers. A ratio developed independently for each of steel and plastic could then be
applied to the net book value of investment of each type of pipe. This approach could also only be applied
to the extent the appropriate data is available regarding the present book value of steel versus plastic pipe,

which is uncertain from the information in Centra’s filing. It should be noted that this is the same approach
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used by FortisBC Energy Inc in their 2023 Minimum System Study, which was approved by the BCUC in
2024.73

Any of the three approaches could lead to a credible estimation of demand versus customer classification.
The best alternative would depend on the specific limitations regarding data available to Centra, and

whether the second or third approach are even possible to implement at this time with available data.

73 Proceeding FEI 2023 COSA and Revenue Rebalancing, BCUC Decision G-144-24. The detailed description of the
method is set out at Exhibit B-4, pdf page 25-26 of 111
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4.0 RATE DESIGN - HIGH VOLUME FIRM DEMAND CHARGE

The rate designs proposed by Centra for the HVF class and the Interruptible class reflect a partial recovery
of demand-related costs through a demand charge (65%), and the remainder recovered through the
commodity charge (35%).7* This approach has been in place since 2004.7> The effect of this rate design
approach operates within each class individually —i.e., any changes to the 65% assumption for HVF would

only affect the HVF customers, and similarly for Interruptible.

The demand charge to HVF customers is structured as a 100% winter peak-day measure — that is, the
demand charge is calculated based on the highest peak day of the customer in any preceding winter month
within the last 12 months (winter months being November through March). Higher peaks outside of this

time (non-winter months) do not attract additional demand charges.”®
Mr. Friesen’s evidence on behalf of IGU addresses the customer impacts of this rate design feature.

At a principle level, the rate design stage in utility ratemaking follows the COS step, in determining a rate
structure that meets multiple, at times competing, objectives, often cited through reference to criteria, such
as those noted by James Bonbright. These objectives are notorious and not repeated here.”” Relevant to
the design of the demand charges and commaodity charges for HVF and Interruptible is the desire to reflect

costs in the rate structure to ensure fairness, and to discourage wasteful use.

The most cost-causative way to achieve fairness within a class is to reflect 100% of the demand-driven
costs through the demand charge, and similar for commodity charges and customer charges. Centra
recognizes this in the design of demand charges for Main Line and Power Stations, which are set to recover

100% of demand-related costs through a demand charge.”®

With respect to HVF, however, Centra’s proposal to only collect 65% of the demand-related cost through
the demand charge, and the remainder through the commodity charge, serves to disproportionately
adversely impact customers in the HVF class who make more use of commodity and less use of demand at
peak times (e.g., high load factor customers). Directionally, this is inconsistent with the improvements
adopted in the COS study in 2022, which increased the recognition of peak as a cost driver for the system.

The Board specifically noted: 7°

74 Centra Application, Tab 10 pages 20-21 of 28.

75 IGU/Centra I-23a.

76 See Centra’s Schedule of Sales and Transportation Services and Rates, e.g., approved in PUB Order 114/22, Section
II.

77 E.g., see Manitoba Hydro Book of Documents for cross-examination No2. In the 2017-2018 and 2018-2019 Manitoba
Hydro GRA, Tab 2, page 30-31 of 161. Exhibit MH 116-2.

78 Centra Application, Tab 10 pages 21 of 28.

7% Order 109/22, page 47 of 100.
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Centra designs and constructs its system to meet the winter peak day, the annual use of

the system does not cause Centra to incur any Demand-related costs.

Outside of convention, the only two rationales provided by Centra for not adjusting the rate design target
to recover 100% of demand-related costs through the demand charge are adverse rate impacts to some
customers, and the unique position of customers who do not contribute materially to winter peak demand

billing determinants. Centra noted:8°

There are several seasonal customers within these classes that do not pay demand rates.
Having 35% of demand costs recovered in the commodity rate is an equity consideration
that ensures that all customers in these classes pay some portion of capacity costs
allocated to that class. If Centra moves to recovering all the demand costs in the demand

rate for this class, these customers will not contribute to any fixed capacity costs.

When queried on this statement, Centra clarified that the consideration noted above is primarily related to

Interruptible customers, and not to HVF:8!

Centra’s response to IGU/Centra I-23 spoke of considerations for the HVF and Interruptible
classes collectively. Centra can confirm that the seasonal customers that do not pay
demand charges are all in the Interruptible class. There are customers in the HVF class
that exhibit some seasonal characteristics, i.e., their peak demand does not occur in a
winter month, however, unlike Seasonal Interruptible customers, the customers in the HVF
class have consumption all year round, contribute to system peak and pay a demand

charge thereby contributing to the recovery of capacity costs.

In addition to HVF not exhibiting the key characteristics Centra used to justify retention of the current 65%
ratio (i.e., some customers not paying demand rates), the above excerpt also indicates the key fairness
perspective needed to implement the principles adopted in the 2022 COS review — that use at peak times
should be costed and priced to reflect cost causation, and use outside of peak times should generally not
be so encumbered. In other words, for HVF customers, increasing the allocation of demand-related costs

to demand rates would improve the price signal in respect of winter peaks.

In respect of rate impacts, Centra noted:®?

80 JGU/Centra I-23a.
81 JGU-Centra II-7a-e.
82 JGU/Centra I-23a.
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As it is generally expected that process-focused customers would have a higher load factor
than heat-focused customers, process-focused customers would benefit from the increase

in recovery of demand costs through demand charges.

This impact is precisely aligned with the intent of a demand charge rate design — customers who make
more efficient use of the system (including use throughout the year) drive less cost than customers who

peak in winter, and rates should reflect this relationship.

The specific rate impacts of alternative weightings for the HVF (and Interruptible) demand charge recovery
were tested by the Board in PUB/Centra I-50a-b. Various scenarios indicated that adjustment of the
recovery ratio for HVF customers to 87.4% (from 65%) could be implemented with a maximum one-time
bill impact of 5% for this factor on the lowest modelled customer (a 25% load factor customer). For a
customer with a class average load factor, there would be no impact (by definition) and for those with
higher than class average, benefits would arise. While progression to 100% cost recovery in the demand

charge is merited, this mitigative measure (87.4%) is justified in the current proceeding.

As noted above, issues in the Interruptible class differ from those in the HVF class and may merit retention

of the existing approach or some other alternative, and were not further analyzed.
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APPENDIX A:
RESUME
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PATRICK BOWMAN 161 Rue Hebert

Principal Consultant Winnipeg, Manitoba
Bowman Economic Consulting Inc. R2H 0A5 CANADA

AREAS OF EXPERIENCE:
e Utility Regulation and Rates, including Depreciation
e Project Development and Planning

e Utility Resource Planning

EDUCATION:
e MNRM (Master of Natural Resources Management), University of Manitoba, 1998

e Bachelor of Arts (Human Development and Outdoor Education), Prescott College (Arizona),
1994

PROFESSIONAL EXPERIENCE:
BOWMAN ECONOMIC CONSULTING INC., WINNIPEG, MANITOBA
2020 - current - Principal Consultant

Conduct consulting assignments as Principal Consultant of new economic consulting firm, focused on
utility regulation. Member, Society of Depreciation Professionals

Sample Projects:

For the Ontario Energy Board (OEB) (2025): Act as facilitator for distribution rate application for Welland
Hydro.

For Yukon Energy Corporation (2024 - present): Provide analysis regarding net salvage regulatory account
options.

For Manitoba Industrial Power Users Group (2020 - present): Prepare analysis and evidence for regulatory
proceedings before Manitoba Public Utilities Board representing large industrial energy users.

For Industrial Customers of Newfoundland and Labrador Hydro (2020 - present): Prepare analysis and
evidence for Newfoundland Hydro GRA and other rate hearings before Newfoundland Board of Commissioners
of Public Utilities representing large industrial energy users.

For Industrial Gas Users Association of Manitoba (2024 - present): Support for cost of service and rate
design matters. Testimony before the Manitoba Public Utilities Board.

For Northwest Territories Power Corporation (2020-Present; with previous involvement 2000-2020):
Provide technical analysis and support regarding General Rate Applications and related Public Utilities Board
filings. Assist in preparation of evidence and providing overall guidance to subject specialists in such topics as
depreciation and return. Appear before PUB as expert in revenue requirement, cost of service and rate design
matters, and on system planning reviews (Required Firm Capacity). Support to Government of the Northwest
Territories on Crown utility governance, rate policy matters, and project development.

For Northwest Territories Energy Corporation (2021-Present, with previous involvement 2003 - 2013):
Provided analysis and support to joint company/local community working groups in development of business
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case and communication plans related to potential new major hydro and transmission projects. Assist in planning
stages and contract review for new LNG supply to Inuvik. Assist in Board of Director’s review of corporate
roles for commercial versus regulated activities.

For the BC Association of Major Power Consumers (2020-Present; with previous involvement 2014-2020):
Support for review of BC Hydro Revenue Requirement, Depreciation, Cost of Service, Rate Design, Interruptible
Rates, and stepped industrial rates.

For J. D. Irving Ltd. (2022-Present); previous involvement 2017-2018): Support in regulatory proceedings
before the New Brunswick Energy and Utilities Board on matters of Revenue Requirement, customer class and
rate design, and smart meter implementation.

For the Industrial Group of Nova Scotia Power Inc. (2024-Present): Technical support to Cost of Service
working group and negotiations on methodology.

For the City of Langford (2024-present): Assistance in development of alternatives for renegotiation of sewer
services supply agreement.

For a law firm representing the Government of Alberta (2024): Assistance in calculation of depreciation
rates for the purposes of property taxation of industrial property.

For the Manitoba Public Interest Law Centre (2024): Technical support to working group for Brokenhead
Ojibway Nation in consultation process with Manitoba Hydro regarding new development and licencing of
existing projects on the Winnipeg River and Lake Winnipeg Regulation.

For the PEI Federation of Agriculture (2023-2024): Support in regulatory review of Maritime Electric Rate
Design proceeding.

For confidential client (2021-2023): Assist in investigations regarding potential hydrogen development
opportunities in Canada.

For Vale Newfoundland (2022-2023): Assist in negotiations regarding new industrial contract and interruptible
power framework.

For Corner Brook Pulp and Paper (2021-2022): Assist in negotiations regarding new industrial contract and
interruptible power framework.

INTERGROUP CONSULTANTS LTD., WINNIPEG, MANITOBA
1998 - 2024 - Research Analyst/Consultant/Principal/Senior Associate

Utility Regulation

Conducted research and analysis for regulatory and rate reviews of electric, gas and water utilities in
eight Canadian provinces and territories and international. Prepared evidence and expert testimony for
regulatory hearings. Assisted in utility capital and operations planning to assess impact on rates and
long-term rate stability.

Sample Projects:

For Manitoba Industrial Power Users Group (1998 - 2024): Prepare analysis and evidence for regulatory
proceedings before Manitoba Public Utilities Board representing large industrial energy users. Appear before
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PUB as expert in General Rate Application and revenue requirement reviews, the Needs For and Alternatives
To (NFAT) resource planning hearing, cost of service, and rate design matters. Assist in regulatory analysis of
the purchase of local gas distributor (CentraGas) by Manitoba Hydro. Assist industrial power users with respect
to assessing alternative rate structures, surplus energy rates and demand side management initiatives including
curtailable rates and load displacement.

For Industrial Customers of Newfoundland and Labrador Hydro (2001 - 2024): Prepare analysis and
evidence for Newfoundland Hydro GRA hearings before Newfoundland Board of Commissioners of Public
Utilities representing large industrial energy users. Appear before PUB as expert in cost of service and rate
design matters. Assist in review of rate mitigation options for major new generation and transmission; provide
evidence before PUB.

For Nelson Hydro (2013 - 2024): Development and updating of a Cost of Service model. Support in regulatory
filings before the BC Utilities Commission including Revenue Requirement and Generic Cost of Capital.

For the Office of the Utilities Consumer Advocate of Alberta (2016 - 2024): Analysis and strategic support
of Government agency representing the interests of small utility customers. Addressed matters of utility rates
and asset depreciation matters, covering electrical transmission, distribution, gas transmission, distribution,
project development, and regulated utility service providers.

For the Ontario Energy Board (OEB) (2024): Review regulatory commission policies and practices with
respect to intervenor participation, including Consumer Advocate options, budgets, etc.

For the Ontario Energy Board (OEB) staff (2022-2023): Support the OEB staff in the Enbridge Gas
Distribution 2024 rate re-basing application, focused on matters of utility assets and depreciation.

For Industrial Gas Users Association of Manitoba (2019-2022): Support for cost of service and rate design
matters. Testimony before the Manitoba Public Utilities Board.

For Vancouver Airport Fuel Facilities Corporation (2018-2022): Provide analysis and evidence in support
of tolls for common carrier jet fuel pipeline, before the BC Utilities Commission.

For City of Chestermere (2015 - 2022): Analysis of various rate proposal from Chestermere Utilities Inc. to
the City of Chestermere.

For a law firm (2021-2022): Provide analysis in support of hydro generation valuation in northwestern Ontario.

For Taxi Coalition of Manitoba (2021): Support for regulated vehicle insurance rate design, provided by
Crown insurer. Testimony before the Manitoba Public Utilities Board.

For Jamaica Public Service (2018-2020): Assist in preparation of regulatory rate filing, including cost of
service, revenue requirement, and plans to address utility losses and power theft.

For Government of Ontario (2018): Support to department undertaking and supporting preparation of a
Modernization Review of the Ontario Energy Board.

For Yukon Energy Corporation (1998 - 2015): Provide analysis and support of regulatory proceedings and
normal regulatory filings before the Yukon Utilities Board. Appear before YUB as expert on revenue
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requirement matters, depreciation, net salvage, cost of service, rate design, and resource planning. Prepare
analysis of major capital projects, financing mechanisms to reduce rate impacts on ratepayers.

For City of Swift Current (2013 - 2014): Utility system valuation.

For Municipal Customers of City of Calgary Water Utility (2012 - 2013): Analysis of proposed new
development charges and reasonableness of water and wastewater rates (City of Chestermere, City of Airdrie,
Town of Cochrane, and Town of Strathmore).

For Yukon Development Corporation (1998 - 2012): Prepare analysis and submission on energy matters to
Government. Participate in development of options for government rate subsidy programs. Assist with review
of debt purchase, potential First Nations investment in utility projects, and corporate governance.

For NorthWest Company Ltd. (2004 - 2006): Review rate and rider applications by Nunavut Power
Corporation (Qullig Energy), provide analysis and submission to rate reviews before the Utility Rates Review
Council.

Project Development, Socio-Economic Impact Assessment and Mitigation

Provide support in project development, local investment opportunities or socio-economic impact
mitigation programs for energy projects, including northern Manitoba, Yukon, and NWT. Support to local
communities in resolution of outstanding compensation claims related to hydro projects.

Sample Projects:

For Government of Canada — Justice (2022-2023): Provide opinion evidence for proceeding before the
Specific Claims Tribunal regarding transmission line valuation for 1950s transmission line crossing reserve land.

For the Government of the NWT (2021-2023): Assist in developing rate strategies and operational costing for
major new generation and transmission facilities in NWT.

For Kivallig Hydro-Fibre Link (2020-2022): Review and provide comment on drafts of business case for new
transmission and fibre optic link to Nunavut.

For Hualapai Tribal Utilities (2017-2018): Support Tribal utility association in preparation of feasibility study
to take over operations of power distribution on tribal lands.

For Government of NWT (2015-2016): Assist in analysis for hydro system resiliency study in response to
Snare River drought.

For New World Dairy (2015-2017): Assist in negotiations regarding Non-Utility Generation and
interconnection with Newfoundland Hydro

For Yukon Energy Corporation (2005 - 2015): Participated in preparation of resource plans, including Yukon
Energy’s 20-Year Resource Plan Submission to the Yukon Utilities Board in 2005 (including providing expert
testimony before the YUB), advisor on 2010 update. Project Manager for all planning phases of the Mayo B
hydroelectric project ($120 million project) including environmental assessment and licencing, preliminary
project design, preparation of materials for Yukon Ultilities Board hearing, joint YEC/First Nation working group
on all technical matters related to project including fisheries, managing planning phase financing and budgets.
Assistance in preparation of assessment documentation for Whitehorse LNG generation project.
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For Northwest Territories Power Corporation (2005 - 2012): Participate in planning stages of $37 million
dam replacement project; appear before Mackenzie Valley Land and Water Board (MVLWB) regarding
environmental licence conditions; participate in contractor negotiations, economic assessments, and ongoing
joint company/contractor project Management Committee. Provide economic and rate analysis of potential
major transmission build-out interconnect to southern jurisdictions. Conduct business case analysis regulatory
review of projects $400,000-$5 million, and major PUB Project Permit reviews of projects >$5 million.

For Tolko Manitoba (2014-2015): Assist in negotiations with Manitoba Hydro regarding expansion of steam
generation capabilities.

For Kwadacha First Nation and Tsay Keh Dene (2002 - 2004): Support and analysis of potential
compensation claims related to past and ongoing impacts from major northern BC hydroelectric development.
Review options related to energy supply, including change in management contract for diesel facilities, potential
interconnection to BC grid, or development of local hydro.

For Manitoba Hydro Power Major Projects Planning Department (1999 - 2002): Initial review of socio-
economic impacts of proposed new northern generation stations and transmission. Participate in joint working
group with client and northern First Nation on project alternatives (such as location of project infrastructure).

For Manitoba Hydro Mitigation Department (1999 - 2002): Provided analysis and process support to
implementation of mitigation programs related to past northern generation projects, debris management program.
Assist in preparation of materials for church-led inquiry into impacts of northern hydro developments.

For International Joint Commission (1998): Analysis of current floodplain management policies in the Red
River basin, and assessment of the suitability of alternative floodplain management policies.

For Nelson River Sturgeon Co-Management Board (1998 and 2005): An assessment of the performance of
the Management Board over five years of operation and strategic planning for next five years.

GOVERNMENT OF NORTHWEST TERRITORIES, YELLOWKNIFE, NORTHWEST TERRITORIES
1996 - 1998 Land Use Policy Analyst

Conducted research into protected area legislation in Canada and potential for application in the NWT.
Primary focus was on balancing multiple use issues, particularly mining and mineral exploration, with
principles and goals of protection.
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Patrick Bowman - Experience in Utility Regulatory Proceedings

Utility Proceeding Work Performed Before Client Year Oral Testimony
Yukon Energy Corporation Final 1997 and Interim 1998 Rate Analysis and Case Preparation Yukon Utilities Board (YUB) Yukon Energy 1998 No
Application
Manitoba Hydro Curtailable Service Program Application [Analysis, Preparation of Intervenor Evidence and Manitoba Public Utilities Board  |Manitoba Industrial Power Users 1998 No
Case Preparation (MPUB) Group (MIPUG)
Yukon Energy Final 1998 Rates Application Analysis and Case Preparation YUB Yukon Energy 1999 No
Westcoast Energy Sale of Shares of Centra Gas Manitoba, [Analysis and Case Preparation MPUB MIPUG 1999 No
Inc. to Manitoba Hydro
Manitoba Hydro Surplus Energy Program and Limited Use |Analysis and Case Preparation MPUB MIPUG 2000 No
Billing Demand Program
West Kootenay Power Certificate of Public Convenience and Analysis of Alternative Ownership Options and British Columbia Utilities Columbia Power 2000 No
Necessity - Kootenay 230 kV Impact on Revenue Requirement and Rates Commission (BCUC) Corporation/Columbia Basin Trust
Transmission System Development
Northwest Territories Power Interim Refundable Rate Application Analysis and Case Preparation Northwest Territories Public Northwest Territories Power 2001 No
Corporation (NTPC) Utilities Board (NWTPUB) Corporation (NTPC)
NTPC 2001/03 Phase | General Rate Analysis and Case Preparation NWTPUB NTPC 2000 - 2002 No - Negotiated
Application Settlement
Newfoundland Hydro 2002 General Rate Application Analysis, Preparation of Intervenor Evidence and Board of Commissioners of Newfoundland Industrial Customers | 2001 - 2002 No
Case Preparation Public Utilities of Newfoundland
and Labrador (NLPUB)
NTPC 2001/02 Phase Il General Rate Analysis, Preparation of Company Evidence and NWTPUB NTPC 2002 Yes
Application Expert Testimony
Manitoba Hydro/Centra Gas Integration Hearing Analysis and Case Preparation MPUB MIPUG 2002 No
Manitoba Hydro 2002 Status Update Application/GRA Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2002 Yes
Expert Testimony
Yukon Energy Application to Reduce Rider J Analysis and Case Preparation YUB Yukon Energy 2002 - 2003 No
Yukon Energy Application to Revise Rider F Fuel Analysis and Case Preparation YUB Yukon Energy 2002 - 2003 No
Adjustment
Newfoundland Hydro 2004 General Rate Application Analysis, Preparation of Intervenor Evidence and NLPUB Newfoundland Industrial Customers 2003 Yes
Expert Testimony
Manitoba Hydro 2004 General Rate Application Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2004 Yes
Expert Testimony
NTPC Required Firm Capacity/System Planning |Analysis, Preparation of Company Evidence and NWTPUB NTPC 2004 Yes
hearing Expert Testimony
Nunavut Power (Qulliq Energy) |2004 General Rate Application Analysis, Preparation of Intervenor Submission Nunavut Utility Rate Review NorthWest Company (commercial 2004 No
Commission (URRC) customer intervenor)
Qullig Energy Capital Stabilization Fund Application Analysis, Preparation of Intervenor Submission URRC NorthWest Company 2005 No
Yukon Energy 2005 Required Revenues and Related Analysis, Preparation of Company Evidence and YUB Yukon Energy 2005 Yes
Matters Application Expert Testimony on all areas of Revenue
Requirement, including Depreciation
Manitoba Hydro Cost of Service Methodology Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2006 Yes
Expert Testimony
Yukon Energy 2006-2025 Resource Plan Review Analysis, Preparation of Company Evidence and YUB Yukon Energy 2006 Yes
Expert Testimony
Newfoundland Hydro 2006 General Rate Application Analysis, Preparation of Intervenor Evidence NLPUB Newfoundland Industrial Customers 2006 No - Negotiated
Settlement
NTPC 2006/08 General Rate Application Phase I [Analysis, Preparation of Company Evidence & NWTPUB NTPC 2006 - 2008 Yes
Expert Testimony on all areas of Revenue Reqt,
COS and Rate Design, incl Depreciation
Manitoba Hydro 2008 General Rate Application Analysis, Preparation of Company Evidence and MPUB MIPUG 2008 Yes
Expert Testimony
Manitoba Hydro 2008 Energy Intensive Industrial Rate Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2008 Yes
Application Expert Testimony
Yukon Energy 2008/2009 General Rate Application Analysis, Preparation of Company Evidence and YUB Yukon Energy 2008 - 2009 Yes
Expert Testimony
FortisBC 2009 Rate Design and Cost of Service Analysis and Case Preparation, Support to Legal BCUC BC Municipal Electrical Utilities 2009 - 2010 No
Counsel
Yukon Energy Mayo B Part III Application Analysis, Preparation of Company Evidence YUB Yukon Energy 2010 No
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Patrick Bowman - Experience in Utility Regulatory Proceedings

Utility Proceeding Work Performed Before Client Year Oral Testimony
Yukon Energy 2009 Phase II Rate Application Analysis, Preparation of Company Evidence and YUB Yukon Energy 2009 - 2010 Yes
Expert Testimony
Newfoundland Hydro Rate Stabilization Plan (RSP) Finalization |Analysis, Preparation of Intervenor Evidence NLPUB Newfoundland Industrial Customers 2010 No
of Rates for Industrial Customers
Manitoba Hydro 2010/11 and 2011/12 General Rate Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2010 - 2011 Yes
Application Expert Testimony
NTPC Bluefish Dam Replacement Project Analysis, Preparation of Company Evidence and Mackenzie Valley Land and NTPC 2011 Yes
Expert Testimony Water Board
Newfoundland Hydro Depreciation Methodology Analysis, Support of Expert Witness, Advisor to NLPUB Newfoundland Industrial Customers 2012 No
Legal Counsel
NTPC 2012/14 General Rate Application Analysis, Preparation of Company Evidence & NWTPUB NTPC 2012 Yes
Expert Testimony on all areas of Revenue Reqt,
COS and Rate Design, incl Depreciation
Manitoba Hydro 2012/13 and 2013/14 General Rate Analysis, Preparation of Intervenor Evidence & MPUB MIPUG 2013 Yes
Application Expert Testimony on all areas of Revenue Reqt,
COS and Rate Design, incl Depreciation
Manitoba Hydro Needs For and Alternatives To Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2014 Yes
Investigation Expert Testimony
Manitoba Hydro 2015/16 General Rate Application Analysis, Preparation of Intervenor Evidence & MPUB MIPUG 2015 Yes
Expert Testimony on all areas of Revenue Reqt,
COS and Rate Design, incl Depreciation
Newfoundland Hydro Amended 2013 General Rate Application |Analysis, Preparation of Intervenor Evidence and NLPUB Newfoundland Industrial Customers 2015 No - merged into 2015
Expert Testimony General Rate
Application
Newfoundland Hydro 2015 General Rate Application Analysis, Preparation of Intervenor Evidence and NLPUB Newfoundland Industrial Customers 2015 Yes
Expert Testimony
Manitoba Hydro 2016 Cost of Service review Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2016 Yes
Expert Testimony
Chestermere Utilities Inc. 2017 Rate Increase Request Analysis, Preparation of Rate Review City of Chestermere City Council [City of Chestermere City Council 2016 Presentation to Council
Newfoundland Hydro 2017 General Rate Application Pre-Filed Testimony and Negotiated Settlement, NLPUB Newfoundland Industrial Customers | 2017 - 2018 No - Negotiated Settlemen
including Depreciation
Altalink Management Limited 2017-18 General Tariff Application Analysis, Support of Consumer Advocate during Alberta Utilities Commission Alberta Utilities Consumer Advocate | 2016 - 2017 No - Negotiated Settlemen
Negotiated Settlement Process on Depreciation (AUC) (UCA)
matters
ATCO Pipelines 2017-18 General Rate Application Analysis, Preparation of Intervenor Evidence on AUC UCA 2016 - 2017 |No - Written Process only
Depreciation matters
Manitoba Hydro 2017/18 and 2018/19 General Rate Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2017 - 2018 Yes
Application Expert Testimony
ATCO Pipelines 2017-18 GRA Review and Vary Analysis and Case Preparation for SCADA AUC UCA 2017 - 2018 No
Depreciation
ATCO Pipelines 2019-20 General Rate Application Analysis, Preparation of Intervenor Evidence AUC UCA 2018 No - Written Process only
including Depreciation
Altalink Management Limited 2019-21 General Tariff Application Analysis, Support of Consumer Advocate during AUC UCA 2018 Yes
Negotiated Settlement Process on depreciation
matters, Preparation of Intervenor Evidence and
Expert Testimony
Newfoundland Hydro Cost of Service Methodology Analysis and Case Preparation NLPUB Newfoundland Industrial Customers 2018 No
ATCO Pipelines Keephills Transmission Facilities Analysis, Preparation of Intervenor Evidence AUC UCA 2018 - 2019 No - Written Process
Assessment only
Manitoba Hydro 2019/20 Electric Rate Application Analysis, Preparation of Intervenor Evidence and MPUB MIPUG 2019 Yes
Expert Testimony
Chestermere Water, 2019 Rate Request Analysis, Preparation of Rate Review City of Chestermere City Council [City of Chestermere City Council 2019 Presentation to Council
Wastewater, Stormwater and
Solid Waste Utility
ATCO Electric Distribution Distribution Depreciation Analysis and Case Preparation AUC UCA 2019 No
AltaGas Distribution Depreciation Analysis, Preparation of Intervenor Evidence AUC UCA 2019 No - Written Process
only
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ATCO Gas Distribution Depreciation Analysis, Preparation of Intervenor Evidence AUC UCA 2019 No - Written Process
only
Nalcor Energy, Newfoundland  |Muskrat Falls Rate Mitigation Hearing Analysis, Preparation of Intervenor Evidence and NLPUB Newfoundland Industrial Customers 2019 Yes
and Labrador Hydro Expert Testimony. Included Depreciation Rate
Mitigation Options
Kinder Morgan Canada (Jet 2019 Tariff Filing Application Review pipeline tolling application on revenue BCUC Vancouver Airport Fuel Facilities 2019 - 2021 No
Fuel) Inc. requirement and depreciation, prepare Corporation (VAFFC)
interrogatories and draft issues for evidence
BC Hydro Fiscal 2020 to 2021 Revenue Analysis, Preparation of Intervenor Evidence BCUC Association of Major Power 2019-2020 Yes
Requirements Application Consumers of BC (AMPCBC)
FortisAlberta Town of Fort Macleod RCN-D Valuation |Analysis, Preparation of Intervenor Evidence on AUC UCA 2019-2020 No - Written Process
Application Depreciation and Valuation matters only
Manitoba Public Insurance 2021 General Rate Application Review insurer evidence, draft IRs and prepare MPUB Taxicab Coalition 2020 Yes
evidence on regulatory and rate setting principles
ATCO Gas 2020 Cost of Service and Phase I Analysis, Preparation of Intervenor Evidence AUC UCA 2020 No - Written Process
Application only
Chestermere Water, 2021 Rate Request Analysis, Preparation of Rate Review City of Chestermere City Council [City of Chestermere City Council 2020 Presentation to Council
Wastewater, Stormwater and
Solid Waste Utility
ATCO Pipelines Acquisition of Pioneer Pipeline Review evidence, draft IRs. Evidence AUC UCA 2020 No - Written Process
only
ATCO Electric Transmission 2020-2022 GTA Depreciation Expert Analysis and support of intervenor evidence AUC UCA 2020-2021 No - Written Process
only
Direct Energy Regulated 2020-2022 DRT and RRT Application Analysis, Support of Consumer Advocate during AUC UCA 2021 No - Negotiated
Services (DERS) Negotiated Settlement Process Settlement
AltaLink Management Ltd. 2022-23 General Tariff Application, and  [Analysis, Support of Consumer Advocate during AUC UCA 2021-2022 No - Written Process
Review and Variance Application Negotiated Settlement Process, Preparation of only
Intervenor Evidence on Depreciation Matters.
Manitoba Hydro 2021 Interim Rate Application, Review Analysis, Support of Intervenor position MPUB MIPUG 2021 No
and Variance Application
NTPC 2022/23 General Rate Application, Analysis, support preparation of utility filing, NWT PUB NTPC 2022 No
Interim Rate Application, and Taltson responses to IRs on matters of revenue
Hydro Major Project Permit Application requirement, rate design and depreciation
Nelson Hydro Cost of Service and Rate Design Support to Nelson Hydro on preparation of Cost of |BCUC Nelson Hydro 2020-2022 No
Proceeding and 2022 Revenue Service model and specified studies
Requirements proceeding
Epcor Distribution and EDTI Phase Il (Cost of Service and Rate [Analysis, Preparation of Intervenor Evidence AUC UCA 2022 No - Written Process
Transmission Inc (EDTI) Design) Distribution Tariff AUC only
proceeding 27018
Newfoundland Hydro Electrification, Conservation and Demand [Analysis, Preparation of Intervenor Evidence NLPUB Newfoundland Industrial Customers 2021-2022 No - Written Process
Management only
Centra Gas Manitoba 2021 Cost of Service Methodology Analysis, Preparation of Intervenor Evidence MPUB Industrial Gas Users of Manitoba 2021-2022 No - Written Process
(IGU) only
BC Hydro Fiscal 2022 to 2025 Revenue Analysis, Preparation of Intervenor Evidence, BCUC AMPCBC 2022 Yes
Requirements Application primarily focused on depreciation
DERS 2023 DRT and RRT Application Analysis, Support of Consumer Advocate during AUC UCA 2023 No - Negotiated
Negotiated Settlement Process Settlement and written
process
EDTI 2023-2025 Transmission Facility Owner [Analysis, Preparation of Intervenor Evidence on AUC UCA 2023 No - Negotiated
Revenue Requirement Depreciation Settlement
ENMAX Power Corporation 2023-2025 Transmission General Tariff  [Analysis, Preparation of Intervenor Evidence on AUC UCA 2023 No - Negotiated
(EPC) Application Depreciation Settlement and written
process
BC Hydro 2021 Intergrated Resource Plan Analysis, Preparation of Intervenor Evidence BCUC AMPCBC 2023 Yes
Enbridge Gas Inc (EGI) 2024 Rebasing Analysis, Preparation of Intervenor Evidence Ontario Energy Board (OEB) OEB Staff 2023 Yes
New Brunswick Power Matter 529 - 2022 Rate Design Analysis, Preparation of Intervenor Evidence New Brunswick Energy and J. D. Irving 2023 Yes
Application Utilities Board
Manitoba Hydro 2023-24 and 2024-25 GRA Analysis, Preparation of Intervenor Evidence MPUB MIPUG 2023 Yes
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Manitoba Hydro SCT 4002-12 Brokenhead Ojibway FN vs [Opinion on Transmission Line Valuation Specific Claims Tribunal Government of Canada 2023 No - Negotiated
HMTK Settlement
NTPC Hay River Franchise Disposition Analysis, support preparation of regulatory NWT PUB NTPC 2024 Yes
principles, rate impacts
Nelson Hydro Generic Cost of Capital Review - Stage 2 [Support to Nelson Hydro on preparation of utility BCUC Nelson Hydro 2024 No
evidence
New Brunswick Power Matter 554 - Class Cost Allocation Study [Analysis, Preparation of Intervenor Evidence New Brunswick Energy and J. D. Irving 2024 Yes
Methodology Review Utilities Board
Naka Power (NWT) 2025 General Rate Application Analysis, Preparation of Intervenor Evidence NWT PUB NTPC 2025 Pending
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The preparation of this document involved no use of Artificial Intelligence (“AI") in drafting or analysis. Al
(ChatGPT) was used in basic background research akin to Google searches, to confirm Concentric and
Atrium assertions and conclusions regarding Standards Canada metering standards, and the use of steel
and plastic gas distribution pipe historically in the industry. All responses were independently verified with
original sources (such as Standards Canada documentation) and none of the AI output directly

contributed to the conclusions in this evidence.
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