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Introductory 
Comments

• Evidence filed as IGU 07-1 (no confidential information) and 
IGU 07-2 (contains confidential information). Also responses to 
IRs – ex. PUB-18, CENTRA-13, and CAC-12.

• First time providing testimony to PUB in a CGM GRA.

• Scope: 
• Approved to address strategy, operations, risk, cost of service, cost 

allocations, general rate matters, depreciation, high volume 
(transmission) extension planning, unaccounted for gas, and franchise 
expansions.
• CAC has lead on operating, maintenance and administration costs, and capital 

spending.
• Board found that energy transition issues will have a major effect on 

natural gas utilities but it is premature to address CGM’s plans in the 
current one-year GRA.

• Although no energy transition plan in evidence, the broad 
presence of risks tied to transition are relevant to assessing 
Centra’s status and forecasts.

Bowman Direct - June 10, 2025 2



Revenue Requirement and 
Overall Level of Rates

Per MB Court of Appeal - The Board must balance two concerns: “the interests of the 
utility’s ratepayers, and the financial health of the utility. Together, and in the broadest 

interpretation, these interests represent the general public interest.” 2005 MBCA 55
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Level of 
Rates

Conclusion: 
Reasonable basis for concern that modelled rate paths 
do not appropriately reflect:

1) Current conditions and previously established 
financial targets. 
a) Little to no overall load volume growth, at baseline PUB/Centra I-32a

b) Significantly growing net debt, despite no major expansion

2) Risks associated with pending decarbonization

3) Potentially excessive deferral of DSM investment

4) Excessive assumed credit from MHI activities

Particularly acute if only address one-year rate 
adjustment, and then CGM not return for rate changes 
for 2 further years. PUB/Centra II-2f
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Context for CGM Regulation - Background
1. CGM regulatory model:

• Pre Hydro acquisition, regulation was Return on Rate Base (RORB)

• Post Acquisition, converted to:
• $3M Net Income minimum, 

• plus $12M Corporate Allocation, to yield a total net return to owner (Hydro) of $15M.

• AND maintaining a 70:30 Debt:Equity level (when including both Share Capital and 
Retained Earnings as Equity – was maintained until 2021/22) Order 128/09 page 95; Order 85/13 page 

27; Order 153/05 

2. CGM also discusses Capital Coverage (cash versus capital spending); 
unlike Manitoba Hydro, CGM does not have a target (e.g., a ratio 
greater than 1.0 or 1.2 on non-major capital spending).
• When Capital Coverage is below 1.0, net debt increases each year, and the 

larger debt balance must be sustained by flat/declining future sales volumes.
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Rate Paths
• CGM provided 4 original “rate paths” – each premised on 4.5% per year 

for 3 years (original filing), followed by projected future increases to meet 
a given target. Appendix 4.2

• However, only requesting first year increase of 4.5%. 

• Rate paths 1 and 2 were updated for new MB Budget and forecasts, 
based on 4.5%; 4.5%; 2.75%. PUB/Centra I-5a (Amended)

• Alternatives:
• PUB/Centra II-2a-d: More modest targets re: Net Income or Retained Earnings

• PUB/Centra II-2e: Return to previous net return target ($3M + $12M)

• Undertaking 1: Impact of not making adjustments in 2025/26 and 2026/27 but 
trying to get back to modest ($20M) Retained Earnings by 2030 (indicates stability issues).
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Rate Path 1 
– Example
Evidence outlines 
multiple aspects of 
rate paths, including 
net debt and Cash 
Surplus/Deficit.
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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

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)              



Rate Paths Overview
• All rate paths reviewed meet $3M Net Income (on average) eventually

• Paths that don’t have increases for 2026/27 & 2027/28 take longer to achieve that

• Only Rate Paths 4, PUB/MH II-2e and Undertaking #1 achieve combined 
Net Income plus Corporate Allocation in traditional $15M range. 
(Undertaking #1 erodes back below by end of 20 year scenario)

• Only Rate Paths 4 and Undertaking #1 get to full RORB (Undertaking #1 erodes 
back below by end of 20 year scenario)

• Only Undertaking #1 achieves 70:30 Debt:Equity, and that is not until 
2035/36. (slipped below 3 years ago – 10 years to get it back).

• All paths proceed to $900M-$1.2B net debt within forecast horizon. 
Almost no individual years with Capital Coverage >1.0 in any scenario.
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Compounding Issues re: Rate Paths - DSM

CGM defers and amortizes over 10 years, which is reasonable in isolation. 
• Results in material growth in deferred balance, when volumes are stagnant.

• Masks degree of growth in retained earnings
• During 2025/26 to 2032/33 DSM deferred balance grows $61 million

• Rate Path #4 (aggressive) net income is only $59 million

• Rate Path #1 net income is only $29 million.

• Gas DSM is also different than Electric DSM – for CGM DSM primarily affects commodity 
component, which is a pass through. Most benefit is not to CGM in system savings – it is to 
the participant customer.
• In electric – non-participants see benefits (more exports, less need to acquire expensive new 

power). Not so in gas.

• Raises more severe risks of intergenerational equity

• Not recommending amortization change as part of this GRA – should be further evaluated

• Consideration needed as to whether Rate Path financial forecasts obscure DSM impact
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Compounding Issues re: Rate Paths - MHI
CGM filing assumes CGM will benefit from capital gain due 
to peer subsidiary (Manitoba Hydro Int’l.) from selling 
electrical services investment (RTDS).

• Gas customers must pay for the costs to acquire CGM, to 
avoid electrical customers cross-subsidizing gas.

• In Rate Paths, CGM assumes Manitoba Hydro (i.e., electrical 
ratepayers) will gift it $100M to pay down acquisition debt, 
with entire benefit flowing to gas customers. (CGM Figure 4.12)

• How to treat MH subsidiaries (risk, returns) is a question for 
electrical proceeding. (see PUB/IGU I-2) But appears to be 
unjustified assumption MH electrical ratepayers will gift this 
benefit to CGM.
• Impact somewhat modelled by PUB/Centra II-2e (Updated in Centra-

11) except that scenario allows CGM to retain the net income rather 
than pay it through to MH as Corporate Allocation. Requires combined 
12.35% rate increase over 3 test years.
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Other 
Findings
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1) Depreciation appropriately reflects outcomes of last 
Hydro GRA (re: Average Service Life procedure).

2)    Concerns re: CGM approach to decarbonization.

• On one hand – Centra delayed GRA filing because 
the Affordable Energy Plan and energy transition 
policy was not released and this created 
uncertainty that needed resolving. “The requested extension to 

the filing date for Centra’s GRA would allow for the Corporation to consider how the energy 
policy considerations within the energy plan may impact the Corporation’s financial and 
regulatory outlook prior to the Gas GRA being filed.” – Ex. Centra-1

• On the other – considering energy transition is 
cited as being “premature”  Ex. Centra-04 page 8

• Ultimately – no clear plan, but basis for caution in 
interpreting Rath Paths and long-term risk (CGM 

Application, section 2.4)



Cost of Service
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Cost of Service (COS) Methodology and Inputs

• COS Methodology overhauled recently (Order 
109/22)

• Reviewed three small proposed improvements, 
aligned with direction taken in 109/22 – all should be 
approved:

1. Allocated cost of gas in storage on the basis of winter volumes. This is 
appropriate and reasonable (was discussed in COS methodology review)

2. Eliminate the franchise adjustment for all classes – anachronism that should 
be removed

3. Allocate DSM based on historic class participation rather than forecast – 
significant adverse impact on MainLine (>10% rate impact) and HVF.

• If the DSM spending and the current customer use is linked, the proposal is reasonable and 
should be adopted. However – the rational is weaker the more DSM collection is delayed.
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Unaccounted For Gas (UFG) 
Continued delays in 
updating 2004 study, despite 
multiple directives from the 
PUB. Current estimates are 
likely prejudicial to 
Transmission system.
• Issue is not total UFG, 

but which classes and 
parts of the system are 
responsible for the UFG.

• Reiterate need for 
updated study.



COS Inputs 
– 

Minimum 
System 
Study

CGM proposes to adopt a new Minimum System approach to 
classifying Distribution Mains to demand vs. customer.

• Basic approach is well-founded and widely used.

• Premise of the approach – if not for larger volumes used, a 
“minimum system” could supply everyone. 
• This cost of a minimum system is a basic cost of serving customers. 

• The rest of the system cost is due to larger users and should be allocated 
based on peak usage.

• The purpose of the study is to measure what ratio of the asset 
cost is for a minimally sized system, and what proportion is due 
to larger-than-minimum assets.

• CGM had a study performed by Atrium consultants.
• Atrium did not have ideal data – as-built costs. Instead used “replacement 

cost”. This is a potential approach, but requires some caution.

• Atrium conducted the study based on 60 mm (2”) pipe as the normal 
minimum size – this is reasonable.
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Atrium Analysis – based on replacement cost
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Shows 
breakdown of 
pipe, by size and 
type. 

PUB/Centra I-117a-d 
Attachment 1

Note – only $275 
million of Gross 
Book Value of 
distribution 
mains (per 
depreciation 
study) – shows 
disparity of using 
replacement cost 
($1.7B).



Atrium Analysis – based on replacement cost
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Minimum size is 
60 mm pipe.

3,388 km of 
plastic pipe that 
is 60 mm
(Almost 4,000 
km when include 
bits of smaller 
pipe.)

Replacement 
unit cost is 
$44.20 per 
metre



Atrium Analysis – based on replacement cost
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Pipe bigger than 
60 mm is about 
1,300 km, with 
costs ranging 
from 
- $60.00/m 

($15.80/m 
more than 
the 
minimum) 

to 
- $225.50/m 

(181.30/m 
more than 
the 
minimum)



Atrium Analysis – based on replacement cost
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Minimum size 
analysis – for 5,243 
km of plastic pipe.

At minimum would 
cost $231.7M, but 
at installed size 
costs $264.7M, so 
87.6% of system is 
due to minimum 
size [customer 
allocation] and 
remaining 12.4% 
due to larger size 
[demand 
allocation].



Issue of 
Steel Pipe – 

by installed length 
1960-2013

Over $200M of the 
$275M gross investment 
in this account is from 
1996 onwards (i.e., mostly 
plastic)
Centra 2019/20 GRA Appendix 4.4, page 64 of 137; 
PUB/Centra II-8 Attachment, page 144 of 256.
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There remains quite a lot of steel pipe on CGM’s system, primarily 
from pre-1995.  
Rarely installed now except for special purposes (urban), because of 
cost and longevity.
Portions that remain in service will be heavily depreciated.



Atrium Analysis – based on replacement cost
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Like plastic, most 
steel pipe is 60 mm 
or smaller (2,493 
km, or 70%.

BUT – it is vastly 
more costly 
(replacement cost) 
than plastic
$319.28/m versus 
$44.20/m.

This higher cost is 
because it is steel – 
not because it is 
larger or higher 
capacity.



Atrium Analysis – based on replacement cost
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There is larger 
steel pipe (mostly 
114 mm) which is 
installed for higher 
capacity.

For example, 114 
mm steel pipe 
replacement cost is 
$422.48/m versus 
$319.28/m for the 
basic 60 mm.



Atrium Analysis – based on replacement cost
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Atrium’s failure is 
concluding that 
ALL of the cost of 
installing $319+/m 
steel pipe 
(compared to 
$44.20/m plastic 
pipe) was due to 
capacity. Not 
correct.
- Mostly installed 

in past when no 
option

- Little remaining 
investment

- Ongoing 
rationale is NOT 
capacity.



Atrium Analysis – based on replacement cost
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Atrium also 
concludes steel 
matters most 
$1.4B of $1.7B 
total investment 
(not correct).

Results in only 23% 
of system 
investment being 
“minimum size” & 
customer-related.



Minimum System Study - Conclusion

• Three possible solutions presented in evidence, but updated in IRs.

• Analytically – Customer-related should form the largest proportion. Very 
little installed pipe above the minimum, and added cost is small.

• Preferred solution, based on latest CGM updates about data availability:
• Each of plastic (87%) and steel (82%) show common approximate ratio of 

Customer:Demand. A value in this range is reasonable (e.g., 85% Customer). 
• Ideally, would weight the Customer allocation between 87% and 82% by the relative NBV 

mix of plastic and steel, but that is not available. 

• This would then be adjusted for PLCC, down by 10.23% of 85%, yielding 76% 
Demand.  PUB/IGU-I-4; Appendix 10.2 page 9

• Other alternatives rely more heavily on data that is not available.
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Minimum System Study – Comparisons - FEI

•CGM concludes the 76% proposed is outside the norm 
for utility peers, but CGM misses important detail. Rebuttal 

Ex. Centra-15, pg 61.

•Using Fortis Energy (FEI) as example:
• First, CGM misstates the FEI study – CGM indicates 70:30, 

but this is from a 2016 study. I provided the 2023 study 
which is now 50:50 PUB/IGU I-3(d) Att.1 approved by BCUC in G-144-24
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FEI
update

• PUB/IGU I-3(d) 
Att 2
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Minimum System Study – Comparisons - FEI

• Second, FEI’s minimum system costs vs 
average sizes are more expensive, driving 
more costs to demand for FEI than CGM. 

• This is a factual reason CGM should be 
more customer-related than FEI.
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Steel Pipe cost $/m
CGM FEI

Minimum Cost $319 $271
Average Cost $393 $617

ratio 1.2 2.3
PUB/IGU I-4

Plastic Pipe $/m
CGM FEI

Minimum Cost $44 $70
Average Cost $50 $81

ratio 1.1 1.2



Minimum System Study – Comparisons - FEI

• Third, CGM fails to note that the FEI ratio is used for Mains PLUS 
Structures and Regulators. CGM uses the ratio only for Mains, and then 
treats Structures and Regulators as 100% demand. So in fact the two are 
closer than it appears. See link in CGM rebuttal evidence footnote 34, pdf page 1233: “The 
resulting demand/customer split was used for the majority of distribution accounts, including mains, 
structures and regulating equipment.”

• CGM already skews distribution system cost recovery to demand, 
compared to FEI 

Bowman Direct - June 10, 2025 28

Mains Regulating Facilities
CGM Gross Plant $282M $74M $8M

Centra Min System 100% Demand 100% Demand
FEI Min System Min System Min System

Per COS model, tab "classification" rows 33 to 52



Minimum System Study – Comparisons - FEI

• CGM also cites that the Atrium approach is “industry standard” at 
rebuttal page 59, footnoting the methodology approach from the FEI 
2016 Rate Design Application as justification.

• BUT – CGM ignored the FEI 2023 study I provided, which notes as follows:
“In the 2016 [minimum system study], FEI valued its minimum system based on 60 mm plastic (PE) 
pipe, whereas in the 2023 MSS, the minimum system is now valued based on both 60 mm steel 
and 60 mm PE pipe. As such, the average unit cost of 60 mm pipe in the 2023 MSS included the 
average unit cost of 60 mm steel pipe and the average unit cost of 60 mm PE pipe.”

• As such CGM’s approach is not consistent with FEI – the 
approach I provide in PUB/IGU I-4 is.
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Minimum System Study – Comparisons – 
Enbridge Gas Inc (EGI) Ontario

• CGM cites “EGDI” (Enbridge Gas Distribution Inc) as 30% Customer and 
70% Demand. Rebuttal Ex. Centra-15, pg 61.

• EGDI does not exist anymore. Was combined with Union Gas into EGI.

• Latest study does not show 30% Customer and 70% Demand. 

• Latest (2022) is: Per EB-2022-0200 Ex.7 Sch 1 Att 12, page 10 of 16

• 20.89% High Pressure >4” - Demand
• 3.99% High Pressure <4” – Demand
• 40.67% Low Pressure – Demand
• 34.49% - Customer

• BUT – Large classes do not pay for the Low Pressure system Per EB-2022-0200 Ex.7 Sch 1 

Att 12, page 11 and 14 of 16 In Manitoba, CGM allocates all Distribution Mains to HVF.
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Rate Design
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Demand:Commodity 
Balance in HVF
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With the new HVF class, demand charges 
recovered  50% of demand costs in 1997 
(Order 8-97)

Moved to 65% in 2003/04 (Order 118/03)

Was “encouraged” by the Board in Order 
118/03 to “..continue with the initiative 
until 100% of the demand costs are 
recovered by the demand rate…”

No further movement since 2003.

• CGM calculates cost components of rates in three 
parts: 

• demand (peak), 

• commodity (volume) and 

• customer.

• When rates are designed for HVF, CGM now 
recovers 65% of the demand-related costs 
through demand charge

• Remainder (35%) through commodity charge

• This disproportionately disadvantages high load 
factor customers (relatively flat loads). 
Adjustment does not affect any other class.

• Only rationale provided was that the same rate 
design applies to HVF and Interruptible – and the 
Int. class has issues with seasonal customers who 
do not pay demand charges

• Confirmed in IRs this does not apply to HVF, and 
is not a limitation to fixing the issue for HVF. 
IGU/Centra II-7a-e



Supplemental Evidence (Ex. IGU07-2) 
Provided additional supplemental evidence expressing concerns with changes in load in 2024 
update. Major changes were not well explained at the time.

Have now reviewed data with CGM, and can confirm most results are reasonable.

One exception – Mainline System Supply customer:

- COS load inputs are based on usage pattern over last 3 years. IGU/Centra II-22b-e and update

- For Mainline System Supply service, the inputs reflect a period with changes in the class 
composition. The changes in ML SS customer make-up were very significant in 2021-2024.

- Volumes for the 3 years were normalized for the purposes of calculating peak – compare ML volumes 
in  IGU/Centra I-22b Figure 1 (normalized actuals) to IGU/Centra II-5a-c Att.3 page 5 of 8 (actuals).

- However, the weather normalization ratio (to design day) does not appear to be 
normalized. This is highly significant to rates for Mainline upstream services. (rounding 
error to other customers) in  IGU/Centra I-22d. 

- It is typical in classes with very few customers to do due diligence on inputs that come from 
past data, to confirm continued reasonableness.

- Centra should be directed to do due diligence on the Mainline System supply customer 
input data (re: IGU/Centra II-22b-e) as part of preparing compliance filing for this GRA.
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