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Order No. 92/24

ORDER DIRECTING
CENTRA GAS MANITOBA INC. TO
FILE A 2024/25 GENERAL RATE APPLICATION WITH
THE PUBLIC UTILITIES BOARD

July 30, 2024

BEFORE: Marilyn Kapitany, B.Sc.(Hon), M.Sc., Panel Chair
Carol Bellringer, FCPA, FCA, Member
Shawn McCutcheon, Member
Susan Nemec, FCPA, FCA, Member
Kurt Simonsen, BSc., M.N.R.M., Member

Room 400 — 330 Portage Avenue 330, avenue Portage, piece 400
Winnipeg, MB R3C 0C4 Winnipeg (Manitoba) Canada R3C 0C4
FRDOCS_15838936.1www.pubmanitoba.ca www.pubmanitoba.ca
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4.0 BOARD FINDINGS

General Rate Applications, or GRAs, are the comprehensive public hearings that allow
the Board, with the assistance of Centra and approved Consumer Interveners, to ensure
that the rates set for all of Centra’s natural gas customers are just and reasonable. As
noted above, when setting rates that are in the public interest, as mandated by the
Manitoba Court of Appeal, the Board must balance the interests of Centra’s customers
with the financial health of Centra.

From documents on the public record, the Board notes with concern that Centra’s Net
Incomes and Retained Earnings have been eroded since Centra last appeared before the
Board at the 2019/20 Centra GRA:

2019/20 GRA . 2019/20 GRA
Net Income Appendix 3.1 Reta!ned Appendix 3.1
Fiscal Year " PP : Earnings PP :
($ millions) |  Projected Net ($ millions) Projected Retained
Incomes Earnings
2017/18 7 N/A 76 N/A
3
2018/19 12 88
79
2019/20 2 2 90 81
2020/21 3) 5 87 86
2021/22 (8) 7 79 93
2022/23 (18) 7 61 99
2023/24* (44) 7 17** 106

*Per MH Q3 reported results for nine months ending December 1, 2023. 2024 Annual report not publicly
released yet.

**Not reported in MH Q3 report but calculated based on the net income number and the previous year’'s
retained earnings.

Centra’s audited financial statements for its 2023/24 fiscal year (ending March 31, 2024)
will be examined to determine whether Centra’s financial results continue on the
downward trajectory as indicated in the above table or if the financial results have
improved.

Order No. 92/24 Page 11 of 14
July 30, 2024
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5.0 ITIS THEREFORE ORDERED THAT:

1. Centra shall file its 2024/25 fiscal year General Rate Application with the Board on
or before August 30, 2024.

2. Atits option, Centra may include one or two subsequent test years in the General
Rate Application required to be filed under Directive 1.

Board decisions may be appealed in accordance with the provisions of Section 58 of The
Public Utilities Board Act, or reviewed in accordance with Section 36 of the Board’s Rules
of Practice and Procedure. The Board’s Rules may be viewed on the Board’s website at

www.pubmanitoba.ca.

THE PUBLIC UTILITIES BOARD

“Marilyn Kapitany, B.Sc.(Hon), M.Sc.”
Panel Chair

‘Rachel McMillin, B.Sc., MPA”
Associate Secretary

Certified a true copy of Order No. 92/24
issued by The Public Utilities Board

AN e

Associate Secretary

Order No. 92/24 Page 14 of 14
July 30, 2024



/AN Manitoba
Hydro
360 Portage Avenue (22) - Winnipeg Manitoba Canada - R3C 0G8

Telephone / N° de téléphone: (204) 360-3257 - Fax / N° de télécopieur: (204) 360-6147 -
baczarnecki@hydro.mb.ca

September 25, 2024

Dr. D. Christle

Secretary and Executive Director
Public Utilities Board

400-330 Portage Avenue
Winnipeg, Manitoba

R3C0C4

Dear Dr. Christle:

RE: CENTRA GAS MANITOBA INC. (“CENTRA”)
Review & Vary Application — Directive 1 - Order 92/24

On July 30, 2024, the Public Utilities Board of Manitoba (“PUB”) issued Order 92/24 directing
Centra to file its 2024/25 General Rate Application (“GRA”) on or before August 30, 2024.

On August 9, 2024, Centra filed a request to review and vary Directive 1 of Order 92/24 to
extend the filing deadline from August 30, 2024 to September 30, 2024 to provide Manitoba
Hydro’s new President & CEO the opportunity to become acquainted with the overall
organization including the key issues involved in a general rate application filing. In addition,
Centra cited the ongoing efforts by the provincial government to imminently release its energy
policy that could have implications for the need and timing of a Centra GRA.

On August 13, 2024, the PUB approved Centra’s request and revised the filing date for the
GRA from August 30, 2024 to September 30, 2024 in Directive 1 of Order 92/24.

On September 20, 2024, the provincial government issued its Affordable Energy Plan? that
includes the following guiding principles and objectives for managing the energy transition in
Manitoba in a coordinated, integrated and affordable manner: (emphasis added)

e Manitoba’s energy is affordable. The first, and most important guiding principal [sic] is that
the shift to more clean energy will keep rates affordable for Manitobans. (Guiding
Principles, page 4).

1 https://www.manitoba.ca/asset library/en/energyplan/mb-affordable-energy-plan.pdf
To request accessible formats visit hydro.mb.ca/accessibility.

Pour demander des documents en format accessible veuillez consulter
hydro.mb.ca/fr/accessibility.
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Public Utilities Board of Manitoba September 25, 2024
Directive 1 — Order 92/24 Page 2 of 4

e Manitoba’s energy transition will require coordinated efforts across all provincial
government departments, Crown corporations and other agencies, especially Manitoba
Hydro, Efficiency Manitoba and the Public Utilities Board. This collaborative approach
will mean that all mandates and actions will be aligned with the vision and objectives of
this policy. (Guiding Principles, page 4).

e Affordable and reliable heating and cooling is essential in our climate. As we move away
from non-renewable heating sources such as natural gas, it will be important for
Manitobans to be provided with new options that are not only clean but also affordable.
(Objective 2, Action 2.1, page 6)

e Manitoba will explore the potential for district energy systems to save families money and
reduce emissions. If these systems help make climate-friendly choices more affordable for
Manitobans, the province will examine the viability of establishing neighborhood energy
systems through Manitoba Hydro. Better integrating electricity, geothermal, and natural
gas planning would help avoid sunk costs in the energy shift. (Objective 2, Action 2.4,
page 7).

e The Manitoba government will repeal the Manitoba Hydro Amendment and Public Utilities
Board Amendment Act (formerly Bill 36) and continue to streamline electricity and
natural gas rates to keep energy bills affordable. (Objective 7, Action 7.1, page 14)

e To ensure Manitoba’s major energy players plan in concert for our energy future,
government has embedded our path to net zero into the mandates of our energy Crown
corporations to further align planning and operations. (Objective 7, Action 7.2, page 14).

e Aligning government, Manitoba Hydro, Efficiency Manitoba, and the Public Utilities
Board will chart a new path for responsible stewardship of all our energy resources while
meeting our net zero targets. (Our Affordable Energy Future, page 16).

Centra’s Request to Dispense with the 30-day filing requirement and Review and Vary Order
92/24

Having now considered the specific direction included in the Affordable Energy Plan, pursuant
to section 44(3) of The Public Utilities Board Act and rules 3(2), 36 and 40 of the PUB'’s Rules
of Practice and Procedure, Centra requests that the PUB further vary Directive 1 of Order
92/24, by indefinitely setting aside the September 30, 2024 filing date for Centra’s GRA, as
ordered in Order No. 96/24, for the reasons outlined herein.

As this Application is filed at the earliest opportunity after the issuance of the Affordable
Energy Plan by the provincial government on September 20, 2024, a brief thirteen days after
the thirty day review and vary deadline set out in subrule 36(3) of the PUB’s Rules of Practice
and Procedure from the August 13, 2024 date of Order 96/24, Centra submits that it is
reasonable, appropriate and warranted in the circumstances for the PUB to dispense with the
thirty day requirement and consider the Application on its merits in accordance with
subsection 3(2) of the PUB’s Rules of Practice and Procedure.
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Public Utilities Board of Manitoba September 25, 2024
Directive 1 — Order 92/24 Page 3 of 4

Reasons for the Application

Centra submits that filing a stand-alone natural gas GRA on September 30, 2024, seeking
significant non-gas cost rate increases over a three-year period, does not align with the stated
principles and objectives of the Affordable Energy Plan.

First, adjourning the filing of the Centra GRA and deferring the proposed non-commaodity rate
increases at this time is consistent with the most important guiding principle in the Affordable
Energy Plan, namely customer affordability.

Further, by setting aside the natural gas GRA, Centra/Manitoba Hydro, the PUB and interested
parties can focus their collective efforts in considering and addressing the energy transition
including the interrelated impacts on both natural gas and electricity rates. For example, there
is great uncertainty surrounding the evolving energy transition and the degree to which the
electrification of space heat occurs could contribute toward the stranding of assets on the
natural gas system. The Affordable Energy Plan informs the role natural gas will play in the
evolving energy landscape, which may cause a switch from natural gas to electric heating that
results in the expensive expansion of electric infrastructure required to support this level of
decarbonization.

Aligning the financial and regulatory planning of Manitoba Hydro and Centra as soon as
possible is necessary so the impacts of the energy transition away from fossil fuels on both
electricity and natural gas can be managed in a streamlined and integrated fashion. Such
alignment will best meet the objectives established in the Affordable Energy Plan, particularly
with respect to the first and most important principle of keeping rates affordable for
Manitobans. Further, aligning the financial considerations of Manitoba Hydro and Centra will
permit the two utilities to be reviewed as one financial entity by the PUB, with a single
Revenue Requirement and retained earnings balance, thereby alleviating the near-term
concerns around the erosion of Centra’s retained earnings acknowledged by the PUB in Order
92/24.

Accordingly, and consistent with the guiding principles of the Affordable Energy Plan, it is the
strong preference of Centra/Manitoba Hydro to first consider the financial and regulatory
integration of Centra with Manitoba Hydro into one financial entity by the PUB before seeking
rate increases for both gas and electric segments. Such integration will allow for more
informed management of the energy transition and related changes to electricity and natural
gas usage and, ultimately, the ability to consider rate smoothing for both segments and better
manage impacts to customer affordability.

A critical first step towards this financial and regulatory integration is a legal review of the
options for, and implications of, the necessary corporate reorganization. Dedicating resources
towards this potential integration now in efforts to achieve the objectives of the Affordable
Energy Plan and for the next Manitoba Hydro GRA is Manitoba Hydro’s strong preference and
priority over proceeding with spending significant resources on a stand-alone Centra GRA.
Accordingly, the Corporation intends to commence work to consider the potential re-



10

Public Utilities Board of Manitoba September 25, 2024
Directive 1 — Order 92/24 Page 4 of 4

alignment of the legal and corporate structures of Centra and Manitoba Hydro to effect the
proposed integration consistent with the Affordable Energy Plan.

Concurrent with that work and commencing immediately upon the PUB’s decision with
respect to this Application, Centra/Manitoba Hydro would engage in discussions with the PUB
and Interveners to consider and plan potential process and associated timelines for an
integrated electric and gas general rate application in calendar 2025. This will allow the PUB
to review and approve general rate increases for both electricity and natural gas. As this effort
will require dedicated and focused collaboration from Manitoba Hydro and all involved
parties, an adjournment of the Centra GRA is necessary as resource constraints on all parties
prohibit conducting a stand-alone natural gas GRA concurrent with an integrated,
collaborative process to commence planning for an aligned hearing process in accordance
with the principles and objectives specified in the Affordable Energy Plan.

Centra further submits that the ongoing review of the implementation of Centra’s Cost of
Service Methodology, approved in Order 109/22, and review of its Integrated Cost Allocation
Methodology by the PUB’s Independent Expert Consultants can continue if the PUB approves
Centra’s request to set aside the GRA. Centra supports the completion of this important work
over the coming months as a PUB approved ICAM and a gas cost allocation methodology are
necessary for establishing just and reasonable rates as part of an integrated electric and
natural gas revenue requirement application in 2025.

For all the above noted reasons, Centra respectfully requests that the PUB grant the relief
requested in this review and vary Application.

Should you have any questions with respect to this submission, please contact the writer at
204-360-3257.

Yours truly,

MANITOBA HYDRO LEGAL SERVICES DIVISION

BRENT A. CZARNECKI
Associate General Counsel and Assistant Corporate Secretary
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Centra Gas Manitoba Inc. Tab 3 - Reasons for the Proposed Increase
Fiscal 2025 General Rate Application Page 7 of 24

will likely result in a complete erosion of Centra’s retained earnings in the near future. In light

of such information, it would be a dereliction of duty of the Board to ignore the issue.”

Based on the above, Centra submits it is necessary and prudent to implement a general
revenue increase effective November 1, 2024 to generate additional revenue during the
2024/25 winter heating season. Figure 3.2 below provides Centra’s projected net income and
retained earnings with and without the proposed November 1, 2024 increase. If an increase
were not approved in 2024/25, Centra’s retained earnings are projected to be negative by
March 31, 2025.

Figure 3.2 Forecast with and without November 1, 2024 4.5% Interim Increase
S in millions 2024/25
With 4.5% Net Income/(Loss) ($20)
Interim Nov. 1/24 Retained Earnings S8
Without 4.5% Net Income/(Loss) ($30)
Interim Nov. 1/24 Retained Earnings ($3)

Centra’s projected retained earnings, even with the proposed rate increase, are insufficient
to protect against the uncertainties faced by Centra in its operations. Weather is beyond
Centra’s control and can have a significant impact on its financial results. As demonstrated in
Appendix 4.5, should Centra experience another warmer than normal year in 2024/25, it
projects a_and retained earnings of- in 2024/25, assuming
the implementation of the proposed interim general revenue increase effective November 1,
2024. This illustrates the importance of implementing a rate increase as soon as possible to
help protect against these and other uncertainties faced in Centra’s operations as a subsidiary
of Manitoba Hydro that is considered on a standalone financial basis. If the implementation
of the proposed interim 4.5% general revenue increase were delayed to December 1, 2024,
Centra projects it would generate $2 million less revenue in 2024/25 due to the one-month

delay.

This Application demonstrates the financial need for immediate rate relief to allow Centra to
begin to generate additional revenue in the upcoming winter heating season and this need
will be thoroughly examined through the GRA process. 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

October 7, 2024

1d



Centra Gas Manitoba Inc.

Retained Earnings
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Fiscal 2025 General Rate Application
PUB/Centra ll-2a-f (Amended)

Debt Ratio (PUB Methodology)

83%

2024425

2025/26

2026/27

2027/28

2028/29

2029/30

2030/31

2031/32

2032/33

81%

2033/34

f) Manitoba Hydro is required to file a three year electric general rate application (GRA)
before April 1, 2025 (in accordance with Section 39 of The Manitoba Hydro Act) and it is
expected that the regulatory process associated with that filing would occur during

calendar year 2025. Additionally, there is the potential for regulatory processes in

calendar year 2026 related to Manitoba Hydro’s Integrated Resource Plan (IRP 2025) and

review of any Major New Facilities identified in the recommended development plan

included in IRP 2025.

Considering these anticipated regulatory processes in 2025 and 2026, together with the

processes the PUB undertakes with other regulated entities, it is unrealistic that Centra

will be in a position to submit another fulsome general rate application for the PUB'’s

process and consideration to implement a rate increase to be effective in the 2025/26 or
2026/27 fiscal year.

March 21, 2025

Page 8 of 58
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rate increases we would -- would need to meet that
financial target.

MR. SVEN HOMBACH: So, let's turn to
page 59 for a moment.

We asked or the -- the Board had asked
in Round II Information Requests, as to when the
Utility would come back. And Centra advised in -- in
response that it is unrealistic that the Utility will
be in a position to submit another fulsome General
Rate Application for the PUR's process and
consideration to implement a rate increase to be
effective in the '25/'26 or '26/'27 fiscal years.

That's still an accurate statement?

MR. ALASTAIR FOGG: I think I would
describe it this way and maybe "unrealistic" is -- is
one term to use.

It will be extremely difficult to come
back for that timeframe, if -- if we -- if we need a
rate increase in '25/'26 through different means that
may involve trying to file for another interim rate
increase for -- for the November timeframe or some
other approach to address it. We'll be in a -- it'll
be a difficult position, where we have to consider

whether those options available to us.

300

But that will be our requirement or our

DIGI-TRAN INC. 403-276-7611
Serving Clients Across Canada
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obligation as the Utility to figure out what those

options are and try and work with the Board to
determine the process to deal with that.

MR. SVEN HOMBACH: Let me ask you one
more difficult question, Mr. Fogg, do you consider it
realistic for the Utility to come in for an interim

during those two (2) years?

MR. ALASTAIR FOGG: Maybe it's the --
the optimistic side of me, I -- I would not say it's
completely unrealistic. I suspect my -- my team may -

- may be upset with the amount of work that we would
have in front of us to do that, but if that's the
situation we end up in, then we'll have to determine a
way to -- to file that. It certainly will be
extremely difficult, bordering on unrealistic, but it
would be something we'd have to consider.

MR. SVEN HOMBACH: Let's switch to a
different scenario just for illustration purposes, Mr.
Fogg. 1I'll refer you to page 55 of the Book of
Documents. If we could scroll down to Scenario B on -
- on that page.

One of the scenarios we had put to the
Utility is: What would happen if there was a 6
percent increase in year two (2) and then even rate

increases to get you back up to twenty-five million

DIGI-TRAN INC. 403-276-7611
Serving Clients Across Canada
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Centra Gas Manitoba Inc. Rebuttal Evidence
Fiscal 2025 General Rate Application May 2, 2025

Figure 3: Comparison of Key Financial Health Metrics

2013/20 2020/21 202122 202223 2023/24 202425 2025/26 2026/27 202728

Actual Actual Actual Actual Foracast Test Year Plan Plan Plan
Cash from Operations [CFO)
Actual & Long-term Rate Path #1 25 o) 10 (51) 56 6 ] 24 23
Actual & Long-term Rate Path #1 - CF Reclassification (1) 37 L] 23 (32) 79 21 21 ag 52
Difference (11) (10) (12) (20} (23) (15} (12} (25) (28)
PUB Approved Debt Ratio
Actual & Long-term Rate Path #1 67.11% 68.76% 71.08% 74.98% 73.04% 82.35% 84.73% 85.61% 85.80%
Actual & Long-term Rate Path #1 - CF Reclassification (1) 67.11% 68.76% 71.08% 74.58% 79.04% 82.35% 84.73% 85.61% 85.80%
Difference - - - - - - - - -
EBIT Interest Coverage Ratio
Actual & Long-term Rate Path #1 123 101 0.80 0.33 (0.08) 0.44 0.85 118 117
Actual & Long-term Rate Path #1 - CF Reclassification (1) 123 101 0.80 0.39 (0.08) 0.44 0.85 118 117
Difference
EBITDA Interest Coverage
Actual & Long-term Rate Path #1 272 263 2.29 197 135 175 2.20 253 2.52
Actual & Long-term Rate Path #1 - CF Reclassification (1) 2.72 263 229 197 135 175 2.20 253 252
Difference
Cash Surplus/(Deficit)
Actual & Long-term Rate Path #1 (22) (a3) {40) (104} 3 {43) (28] (33) (38)
Actual & Long-term Rate Path #1 - CF Reclassification (1) (22) (23] (40} (104) 3 (43) [48) (33) (36)
Difference - - - - - - - -
Net Debt
Actual & Long-term Rate Path #1 440 482 522 626 623 672 720 753 783
Actual & Long-term Rate Path #1 - CF Reclassification (1) 340 482 522 626 623 672 720 753 789
Difference B
Change in Net Debt
Actual & Long-term Rate Path #1 22 43 40 104 3 49 48 33 36
Actual & Long-term Rate Path #1 - CF Reclassification (1) 22 43 a0 104 {3) 43 45 33 36
Difference 2 2 3 - 2 3 - i
Finance Expense [Rate Setting)
Actual & Long-term Rate Path #1 21 20 22 25 28 30 31 32 34
Actual & Long-term Rate Path #1 - CF Reclassification (1) 21 20 22 25 28 30 31 32 34
Difference - - = -3 - = -3 =
Interest Paid
Actual & Long-term Rate Path #1 34 34 EL 39 34 34 36 38 39

Actual & Long-term Rate Path #1 - CF Reclassification (1) 34 34 35 33 34 34 36 38 39
Difference - - - - - - - B

(1) Cash Flow presentation prior to 2022 Reclassification

2.6. Centra’s Rate Path

In response to PUB/CAC I-25, Mr. Rainkie noted that there is an opportunity for Centra to
clarify its position on rate increases beyond 2024/25 being approved as part of this

proceeding through Rebuttal evidence or cross examination at the oral hearing.

While Centra did not request approval of rate increases beyond the 2024/25 year as part
of its GRA, Centra is of the view that the evidence on the record advanced by the
Corporation as well as Mr. Rainkie and Mr. Bowman would be sufficient allow the PUB to
consider awarding rates for 2025/26 & 2026/27, if it is determined by the PUB to be in the
public interest. For example:

e Centra determined it was appropriate to pursue a multi-year approach to returning

Centra to an improved financial position. The requested general revenue increase in

Page 10 of 76
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Centra Gas Manitoba Inc. Fiscal 2025 General Rate Application
PUB/Centra I-5a (Amended)

Figure 2: January 2025 Update Scenario #1 (Amended) - Average Net Income $3M

GAS OPERATIONS PROJECTED OPERATING STATEMENT
January 2025 Update Scenario #1 (Amended) - Average Net Income $3M
(In Millions of Dollars)

For the year ended March 31 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
REVENUES
Cost of Gas at Approved Rates 203 205 216 230 230 230 230 230 230 230
Non-Gas Costs 140 144 148 149 150 150 151 151 152 152
Federal Carbon Charge 163 222 270 312 355 398 440 483 483 483
Late Payment Charges and Broker Revenue 1 1 1 1 1 2 2 2 2 2
Domestic revenue at approved rates 508 573 635 692 735 779 822 866 867 868
additional revenue requirement* - 11 27 40 43 49 51 57 60 67
508 584 662 732 779 828 874 923 927 935
Cost of Gas at Approved Rates 203 205 216 230 230 230 230 230 230 230
Federal Carbon Charge 163 222 270 312 355 398 440 483 483 483
Weighted Average Cost of Gas Sold 367 428 486 542 584 627 670 713 713 714
Gross Margin 141 156 177 190 194 200 204 210 213 221
Other 3 2 2 2 2 2 2 2 2 2
144 158 179 192 196 202 206 212 216 223
EXPENSES
Operating and Administrative 81 86 88 90 92 94 96 98 99 101
Finance Expense 29 31 30 31 32 33 35 36 38 39
Depreciation and Amortization 32 33 34 35 36 37 39 41 42 43
Capital and Other Taxes 18 19 15 16 16 16 17 17 17 18
Other Expenses 18 10 21 22 22 22 22 23 23 23
Corporate Allocation 5 4 4 4 4 4 3 2 2 2
184 182 192 197 202 207 211 216 222 227
Net Income before Net Movement in Reg. Deferral (40) (24) (14) (5) (5) (4) (5) (4) (6) (3)
Net Movement in Regulatory Deferral 6 1 12 11 10 9 10 9 8 7
Net Income (34) (23) (2) 5 5 5 5 5 2 4
* Additional Revenue Requirement
Proposed General Revenue Increase 0.00% 4.50% 4.50% 2.75% 0.00% 2.00% 0.00% 2.00% 0.00% 2.50%
Cumulative Proposed General Revenue Increase 0.00% 4.50% 9.20% 12.21% 12.21% 14.45% 14.45% 16.74% 16.74% 19.66%
Debt Ratio - PUB Methodology 79% 83% 85% 85% 85% 85% 85% 86% 86% 86%

March 21, 2025 Page 3 of 22
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Centra Gas Manitoba Inc. Fiscal 2025 General Rate Application
PUB/Centra I-5a (Amended)

GAS OPERATIONS PROJECTED BALANCE SHEET
January 2025 Update Scenario #1 (Amended) - Average Net Income $3M
(In Millions of Dollars)

For the year ended March 31 2023/24  2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
ASSETS
Plant in Service 874 919 962 1017 1068 1120 1174 1231 1286 1343
Accumulated Depreciation (154) (171) (191) (211) (234) (258) (284) (313) (341) (370)
Net Plant in Service 720 748 771 806 834 862 890 918 945 973
Construction in Progress 9 7 12 5 5 5 5 5 6 6
Current and Other Assets 121 114 102 102 102 102 102 102 102 102
Goodwill and Intangible Assets 10 12 12 12 11 11 11 10 10 10
Total Assets before Regulatory Deferral 860 880 896 924 952 980 1008 1036 1063 1090
Regulatory Deferral Balance 77 79 91 102 112 121 131 140 148 155
937 959 987 1026 1064 1101 1139 1176 1211 1245

LIABILITIES AND EQUITY

Long-Term Debt 580 605 685 705 755 725 815 845 825 845
Current and Other Liabilities 151 170 118 131 117 177 117 116 166 174
Provisions 6 6 7 7 3 0 0 0 0 0
Deferred Revenue 51 52 53 54 55 60 63 66 69 72
Share Capital 121 121 121 121 121 121 121 121 121 121
Retained Earnings 27 4 3 8 13 18 23 28 30 33
Total Liabilities and Equity before Regulatory Deferral 937 959 987 1026 1064 1101 1139 1176 1211 1245

Regulatory Deferral Balance - - - - - - - -

937 959 987 1026 1064 1101 1139 1176 1211 1245

March 21, 2025 Page 5 of 22
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Centra Gas Manitoba Inc. Fiscal 2025 General Rate Application
PUB/Centra I-5a (Amended)

GAS OPERATIONS KEY FINANCIAL MEASURES
January 2025 Update Scenario #1 (Amended) - Average Net Income $3M

For the year ended March 31 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
General Revenue Increase (%) 0.00% 4.50% 4.50% 2.75% 0.00% 2.00% 0.00% 2.00% 0.00% 2.50%
Cumulative General Revenue Increase (%) 0.00% 4.50% 9.20% 12.21% 12.21% 14.45% 14.45% 16.74% 16.74% 19.66%
Net Income/(Loss) ($34) ($23) ($2) $5 $5 $5 $5 $5 $2 $4

Net Income/(Loss) before Net Movement in Reg. Deferral ($40) ($24) ($14) ($5) ($5) ($4) ($5) ($4) (s6) ($3)
Retained Earnings $27 sS4 $3 S8 $13 $18 $23 $28 $30 $33

Net Debt $623 $676 $718 $749 $784 $818 $849 $879 $910 $940

Change in Net Debt - Inc/(Dec) ($3) $53 $42 $31 $35 $34 $31 $29 $31 $30

Cash Provided by Operating Activities $56 $2 $14 $26 $24 $26 $30 $33 $32 $35

Cash Used for Investing Activities ($54) ($55) ($56) ($57) ($59) ($60) ($61) ($62) ($64) ($65)
Cash Surplus/(Deficit) $3 ($53) ($42) ($31) ($35) ($34) ($31) ($29) ($31) ($30)
Self Financing Ratio 105% 4% 25% 46% 41% 43% 49% 53% 51% 54%
Cash Flow to Net Debt 9.0% 0.3% 2.0% 3.5% 3.1% 3.2% 3.5% 3.8% 3.5% 3.8%
Finance Expense $29 $31 $30 $31 $32 $33 $35 $36 $38 $39
Debt Ratio 89% 92% 93% 92% 92% 91% 91% 90% 90% 90%
Debt Ratio - PUB Methodology 79% 83% 85% 85% 85% 85% 85% 86% 86% 86%
EBIT Interest Coverage Ratio (0.08) 0.32 1.02 1.24 1.21 1.20 1.15 1.14 1.05 1.10
EBITDA Interest Coverage Ratio 1.35 1.65 2.44 2.67 2.69 2.66 2.64 2.64 2.58 2.65
Capital Coverage Ratio 1.20 0.05 0.29 0.52 0.46 0.49 0.55 0.59 0.57 0.61

March 21, 2025 Page 11 of 22



TOTAL ANNUAL COSTS

1
Wondering about your energy O
options for space heating?

2

The chart below shows an example of space heating costs based on an average single family residence, at rates in effect February 1, 2025.

1. Consult the 2.Review the
charts to annual energy
identify the costs of other
costs of your systems to see
current space how your costs
heating system. compare.

3.Consult the accompanying
notes on pages 2, 3 and
4 for guidance if you are
thinking of switching
space heating systems or
building a new home.

4.Visit hydro.mb.ca/heating and
use the online calculator to get
a customized estimate for your
specific home's annual and total
lifetime space heating costs based
on different heating systems and
energy sources.

Annual Space Heating Costs

(Average single family residence)

4,500 - -
%4, | Heat Pumps Natural Gas Electricity Fuel Oil Propane
$4,000 - $3,892 $3,867
$3,500 ] $554 $468
»
| 2,961
$3,000 - $
] $2,576 | $354
$2,500 - $305
$2,000 -
$1,500 - $1,327
7 $1,081
$1,000 - $748 $854 _—
$500 - e
$510
| $322 $382
$0 ‘ $177 ‘ $177 ‘ $177 ‘ $151 $151 $151
GROUND AIRSOURCE AIRSOURCE Hi-Efficiency Mid-Efficiency Conventional Furnace, Hi-Efficiency Mid-Efficiency Conventional Hi-Efficiency Mid-Efficiency Conventional
SOURCE Variable Conventional Furnace Furnace Furnace Baseboards, Furnace Furnace Furnace Furnace Furnace Furnace
Geothermal ~ Capacity  (SCOP=1.2)  (95% SE) (80% SE) (60% SE) Boiler or (95% SE) (86% SE) (60% SE) (95% SE) (82% SE) (62% SE)
(SCOP=2.5) Cold Climate Radiant
(SCOP = 1.5) (100% SE)
TYPES OF HEATING SYSTEMS Basic Charges or Storage Tank Rental Charges

Energy rates

as of February 1, 2025

Natural gas: $0.19750/cubic metre
Electricity: $0.09587/kilowatt-hour
Fuel oil: $1.290/litre

Propane:  $0.860/litre

Annual basic natural gas charge: $177
Annual propane tank rental: $151

Federal carbon charge: $80/per tonne
of greenhouse gas produced

Space heating annual costs
shown in the chart above
are based on “point-in-time”
prices as noted.

The annual space heating
costs presented in the
chart exclude the cost of
converting to a different
heating system, which may
be significant.

Federal Garbon Charge

See page 3 if you are thinking of
changing your heating system.
Depending on your supplier,
propane and fuel oil prices can
fluctuate on a daily basis.

A\Manitoba

dro .
energy for life
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Centra Gas Manitoba Inc. Tab 4 — Centra Financial Forecast

Fiscal 2025 General Rate Application Page 6 of 33
Figure 4.1 Financial Summary
Actual Forecast | Test Year

S in millions 2019/20 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25
General Revenue Inc/(Dec)% (1.20%) @ 0.00% 0.00% 0.00% 0.00% 4.50%
Net Income/(Loss) S2 ($3) ($7) ($18) ($34) ($20)
Retained Earnings $89 $87 S79 $61 S27 S8
Capital Expenditures S43 S37 S45 S46 S47 S50
Capital Coverage Ratio 0.59 (0.00) 0.24 (1.12) 1.20 0.12
Cash Flow Surplus/(Deficit) ($22) ($43) (S40) ($104) S3 ($49)
Self-Financing Ratio 53% 1% 21% 99% 105% 10%
Net Debt $440 $482 $522 $626 $623 $672
Debt Ratio (PUB Methodology) 67% 69% 71% 75% 79% 82%

[1] The Compliance Filing, following Order 152/19, listed the general rate decrease as -1.80% which was effective November 1, 2019. On
an annualized basis, the general rate decrease was 1.20%.

At the time the Application was prepared, Centra’s 2023/24 financial results had not yet been
finalized. The forecast for 2023/24 reflects preliminary results available in April 2024. The
Manitoba Hydro-Electric Board Annual Report for the year ended March 31, 2024 was
publicly released on October 1, 2024. Centra’s 2023/24 Audited Financial Statements are
included in Appendix 3.3 of this Application. Centra’s 2023/24 Forecast and actual financial
results show a net loss of $34 million for the fiscal year. While overall results are the same as

forecasted, some of the line items details between the 2023/24 Forecast and actuals differ.

4.1.1 Overview of the 2023/24 Forecast & 2024/25 Test Year

Figure 4.2 below provides Centra’s forecast revenues and expenses related to the gas
operations for 2023/24 to 2024/25, and the following sections explain the primary year-over-

year changes for this period.

October 7, 2024
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Centra Gas Manitoba Inc. Tab 02 - Centra's Strategy, Operations & Risks
Fiscal 2025 General Rate Application Page 19 of 28

of Manitoba’s goals and expected outcomes for Manitoba Hydro, which included developing
a plan to align Manitoba Hydro with its clean energy targets of a net-zero energy grid by 2035
and to work towards a carbon-neutral economy by 2050. On September 20, 2024, the
Provincial Government released its Affordable Energy Plan, which includes guiding principles
and objectives for managing the energy transition in Manitoba in a coordinated, integrated

and affordable manner.

The Corporation will be completing further analysis to better understand this updated
mandate, the principles and objectives of the Affordable Energy Plan and the other complex
issues associated with the energy transition that may have future and related impacts on both
electric and natural gas service in Manitoba and expects that these issues will be explored in
greater detail in future GRAs before the PUB.

2.4.4 Long Term Natural Gas and Affordability

At present, natural gas provides a significant proportion of total energy needs within
Manitoba. This is not anticipated to change in a material way in the near term. Customers
are expected to continue to rely on natural gas as an economic form of space heating, and
for industrial process use and other applications. However, the results of Manitoba Hydro’s
IRP, together with federal and provincial government commitments towards achieving net
zero by 2050, suggest the potential for more decarbonization of the energy system, with

increased electrification and uncertainty around longer-term demand for natural gas.

As noted above, based on Manitoba Hydro’s IRP scenarios, under a reasonable range of
possible futures, annual natural gas usage is either flat (i.e. not growing) or is decreasing,

which means there is no forecasted increase in gas revenues other than from rate increases.

However, and importantly, even if gas usage remains flat or declines, Centra will continue to
incur costs to ensure safe operation of the gas system and sustain the existing infrastructure.
These costs are likely to increase each year due to inflation and other factors, even after

pursuing cost reduction opportunities.

The potential electrification of space and process heating in Manitoba presents the following

risks to Centra and Manitoba Hydro respectively, if not mitigated:

e Customers switch from natural gas to an electricity based resource for space heating
or process use, reducing gas revenues and increasing the cost per customer for natural

gas customers that remain on the gas system; and

October 7, 2024
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The basis for FEI's justification for constructing the OCU Project is that the growth of population and
development in the Okanagan region is robust, and the growth curve will continue unabated. The three peak
demand forecasts all support this although with significant variability between them. Of particular concern to
the Panel is FEI's admission that none of its forecasts have considered the potential for a flattening or even a
reversal of the curve due to commitments in the CleanBC Roadmap and the impacts of changes to the BC Energy
Step Code, other planning guidelines or zoning bylaws. Despite such potential risks, FEI has maintained a
‘business as usual’ approach to its forecasting with the expectation there will be a continued increase in peak
demand over the next 20 years.

The Panel accepts that to-date none of the municipalities in the Okanagan region have taken additional firm
steps to implement the BC Energy Step Code beyond Step 3. However, there is no certainty that this will not
change in the near future. Moreover, as noted in the CleanBC Roadmap, there is a commitment to requiring
increasingly stringent emission requirements for new buildings starting in 2024 and again in 2027. In addition,
the BCBC in 2030 will require all new buildings to be zero carbon. While further code changes may be required in
future to implement these requirements, the direction the Province is heading in with respect to new
construction is clear.

FEI has stated that in its view, the future adoption of these measures could be offset by the BCUC’s approval of
the RRGCR application which is currently in the Final Submission stage. The Panel agrees and assuming RNG
becomes an approved compliance pathway in the BCBC there may well be little variance in the trajectory of FEI's
longer-term peak demand forecast. However, FEI has conceded that if the RRGCR application is not approved,
the ZCSC will have an impact on peak demand levels. More specifically, EL-3 carbon intensity levels will not be
met year-round by high efficiency gas appliances using conventional natural gas. Further, under EL-4 (which FEI
considers is equivalent to a zero-carbon requirement) these appliances will fail to meet stated intensity levels. If
UPCpeak levels are significantly lower or FEl is unable to flow gas to such customers, not only the volume of
future gas sales but also peak capacity requirements will be affected.

The Panel acknowledges that approval of the RRGCR application will do much to offset some of the concerns,
but we note that its approval does not bind the BCBC to incorporate RNG. Perhaps more importantly, there has
been no decision on the RRGCR application to date and the Panel does not consider it prudent to presume it will
be approved in its entirety. If the OCU Project were a minor expenditure the Panel might be inclined to move
forward with a favorable Decision at this time. But at last estimate, the total Project cost estimate is $327.4
million with a delivery rate impact of 2.37 percent. This is a very significant expenditure and, for it to be
approved, there needs to be greater certainty that the proposed scope of the project is fully required.
Therefore, the Panel rejects the granting of a CPCN for the OCU Project at this time because we find it is not
necessary for the public convenience and does not conserve the public interest.

In conclusion, the Panel finds that, if the RRGCR application is denied in whole or in part, the forecast peak
demand growth in FEI’s ITS is highly unlikely to occur. This is because there is significant risk that the forecast
growth flattens or potentially begins to decline due to FEI's inability to serve new customers’ space and water
heating needs as a result of the Province’s commitments in the CleanBC Roadmap, the changes to the BC
Energy Step Code and the Zero Carbon Step Code. Further, there is significant risk of demand attrition over time
as the existing building stock is replaced or if customers leave the system for other reasons with the result that
the OCU Project, as currently scoped, will be significantly oversized for FEI’s long term requirements.

Order G-361-23 24
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Ontario Energy Board EB-2022-0200
Enbridge Gas Inc.

1. The energy transition poses a risk that assets used to serve existing and new
Enbridge Gas customers will become stranded because of the energy transition.
Enbridge Gas has not provided an adequate assessment of this risk to
demonstrate that its capital spending plan is prudent. The stranded asset risk
affects all aspects of Enbridge Gas’s system and its proposals for capital
spending on system expansion and system renewal.

2. The OEB is reducing the overall proposed capital budget for 2024 by $250
million. Enbridge Gas is expected to utilize its project prioritization process to
accommodate this envelope reduction. The current Asset Management Plan is
not accepted as a basis to support the proposed capital investments.

3. For the proposed system expansion capital spending plan, the OEB has
determined that for small volume customer connections, the revenue horizon that
Enbridge Gas uses to determine the economic feasibility of new connections is to
be reduced to zero, thus reducing stranded asset risk to zero, effective January
1, 2025. Projects under the current phase of the Natural Gas Expansion Program
are excluded from this requirement.

4. For the proposed system renewal capital spending plan, the OEB has
determined that Enbridge Gas needs to put more emphasis on monitoring,
repairing and life extension of its system so that replacement projects are only
implemented where absolutely necessary in order to address the stranded asset
risk in that context.

5. To address the issue of stranded asset risk further, the OEB requires Enbridge
Gas to carry out a risk assessment and to consider a range of risk mitigation
measures, including:

a. How Enbridge Gas would prune its existing system to avoid the
replacement of assets

b. What role Enbridge Gas’s depreciation policy should play in reducing the
stranded asset risk

c. How Enbridge Gas will identify maintenance, repair and life extension
alternatives to extend the life of existing assets instead of long-lived
replacements that increase the stranded asset risk

6. Given the increased risk for Enbridge Gas’s business due to the energy
transition, partially offset by other factors resulting from amalgamation, the OEB
approves an increase in Enbridge Gas’s equity thickness from 36% to 38%.

Decision and Order 2
December 21, 2023



Importance of Natural Gas to Manitobans

In 2025
system peaked
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Centra Gas Manitoba Inc. Tab 02 - Centra's Strategy, Operations & Risks
Fiscal 2025 General Rate Application Page 17 of 28

Figure 2.1 IRP Scenario Demand Projections Over the Study Period for Natural Gas
Consumption3

Annual natural gas consumption
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Scenario 1 Scenario 2 Scenario 3 Scenario 4

IRP Scenario 1 represents the least amount of change from current natural gas usage,
whereas IRP Scenario 4 represents the most amount of change. The primary driver of the
differences in projected natural gas consumption between the IRP scenarios is the pace at
which customers replace natural gas space heating systems with electric based space heating

systems.

It’s evident from the IRP scenarios that, under a reasonable range of possible futures, annual

natural gas usage will likely be either flat (i.e. not growing) or decreasing.

Although gas consumption may decrease, the IRP also identified that natural gas assets and
gaseous fuels can be part of the energy transition in Manitoba by helping reduce Manitoba’s
overall greenhouse gas emissions while mitigating the cost of achieving those reductions (for
example, leveraging of existing gas infrastructure assets to offset electricity investment

needs).

3 Note: the annual natural gas consumption shown in this graph from Manitoba Hydro’s IRP does not include
any natural gas consumption that may be required by any new combustion turbines that are built as part of the
scenario.

October 7, 2024
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Section Three -
Securing Manitoba’s Affordable Energy Future

Objective 7 - A Unified Approach

Key Actions

7.1 - Create a Strong Future for Manitoba Hydro

7.2 - Embed ‘Path to Net Zero’ in Mandates for Manitoba Hydro, Efficiency Manitoba
and Public Utilities Board

7.3 - Develop New Review and Approval Process for Manitoba Hydro's Future
Integrated Resource Plans and Associated Projects

7.4 - Expedite Completion of Manitoba Hydro's Development Plan as
Part of Integrated Resource Planning

7.5 - Promote and Protect Energy Security

Keeping Manitoba Hydro public is essential for keeping rates low for Manitobans.
The financial health of Manitoba'’s largest crown corporation is critical as the need
for more clean and affordable electricity grows.

Action 7.1: The Manitoba government will repeal the Manitoba Hydro Amendment
and Public Utilities Board Amendment Act (formerly Bill 36) and continue to streamline
electricity and natural gas rates to keep energy bills affordable.

Action 7.2: To ensure Manitoba’s major energy players plan in concert for our energy
future, government has embedded our path to net zero into the mandates of our energy
Crown corporations to further align planning and operations.

Action 7.3: Expanding and diversifying Manitoba'’s electricity supply requires agile and
efficient decisions and implementation to address changing demand and emerging
solutions. Hydro has not had a real Integrated Resources Plan for the last two years,
but this policy will allow Hydro to develop a true IRP with a review and approval
process for future IRPs.

14 Manitoba’s Affordable Energy Plan
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Kinew backing away from goal of weaning
Manitoba Hydro off fossil fuels by 2035

'We have to be able to put the future power needs of our province as the 1st
priority': premier

CBC News - Posted: Apr 02, 2025 10:05 PM CDT | Last Updated: April 2
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Manitoba Premier Wab Kinew says the provincial government has to consider what's transpiring south of the
Canada-U.S. border when it comes to the long-term picture for balancing between renewable and carbon-based
fuel sources. (John Woods/The Canadian Press)

® comments

Wab Kinew is suggesting a previous commitment to ensure Manitoba Hydro is
fully green by 2035 may not be attainable after all.

Shortly after being elected in October 2023, the NDP premier instructed his cabinet to
wean the Crown corporation off its last fossil fuel-burning electricity plant, but on
Wednesday he stressed the need to look at the long-term picture in part because of the
trade squabble with the United States.

"We have to look at the American situation, and things that we might have thought of
in the past a certain way to balance between renewables and carbon-based fuel,"
Kinew said in Brandon Wednesday.

32
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"I think given what we're seeing with Trump, we have to be able to put the future power
needs of our province as the first priority in making sure we have everything that we
need by way of electricity to build Manitoba up for the future."

The vast majority of Manitoba Hydro's energy production comes from hydroelectric
power and other low-carbon sources. A natural gas-fuelled station in Brandon is
responsible for only a small percentage of energy production.

The province published a new energy policy last September in response to Manitoba
needing to increase its electrical generating capacity. This came after former Manitoba
Hydro CEO Jay Grewal said early in 2024 that energy shortages for all users are possible
within five years.

e Oil and gas to remain Manitoba energy sources in short term, NDP government
concedes

e Kinew tells cabinet to try to make Manitoba Hydro 100% green by 2035,
province emissions-free by 2050

In February, the Crown corporation made a $1.36-billion proposal for a new fuel-
burning station capable of generating 500 megawatts of electricity on demand, in order
to thwart a potential power shortage.

No decision on the fuel source for the two 250-megawatt fuel-combustion turbines
that will generate the increased power was made at the time, but Kinew acknowledged
Wednesday that it's probably going to require the use of fossil fuels.

"It's a thermal generating station at this point," he said of the proposed station.

"Is it going to be hydrogen? Is it going to be natural gas? Is it going to be some sort of
miracle fuel? Nobody knows at this point.... The hydrogen opportunity is really exciting
potentially for Manitoba but that industry is not there yet. So then we look at natural
gas and we look at the opportunities that we have in front of us."

Manitoba Hydro's rates are frozen for this year, but the Crown corporation has applied
for a series of three annual electricity rate hikes of 3.5 per cent, beginning in 2026.

With files from Bartley Kives

CBC's Journalistic Standards and Practices - About CBC News

Corrections and clarifications - Submit a news tip - Report error v
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Centra Gas Manitoba Inc. Fiscal 2025 General Rate Application
PUB/Centra 1-148

Figure 9: Revenue Requirement based on Cost of Service and Rate Base Rate of Return

for 2024/25
2024/25 Test Year Cost of Return on
in millions of S Service Rate Base Diff Allowable NI Under RBROR
Cost of Gas 234.1 234.1 - Total Return on Rate Base 4.4
Operating & Administration 84.8 84.8 - Interest Expense (30.3)
Other Expenses 0.2 0.2 - Corporate Allocation (4.4)
Depreciation & Amortization 40.4 40.4 - 7.8
Capital & Other Taxes 21.2 21.2 -
Other Income* (3.0) (3.0) - Net Income/(Loss) (19.7)
Interest Expense Net 30.3 30.3 Allowable NI Under RBROR 7.8
Corporate Allocation 4.4 4.4 (27.5)
Net Income/(Loss) (19.7) (19.7)
Return on Rate Base 42.4 (42.4)
Revenue Requirement 392.5 420.1 (27.5)

*Other Income includes late payment charges, broker revenue, miscellaneous revenue from non-meter gas and

other revenue.

The following graph contains the annual net income/(loss) (bar graphs) and cumulative net
income/(loss) (dashed lines) for Centra’s actual and forecasted net income/(loss), weather
normal net income/(loss) and the net income that would have been allowable under the rate

base rate of return methodology.

Actual/Forecasted Net Income/(Loss)  mmmmmm \Weather Normal Net Income/(Loss)
Allowable Net Income under RBROR Cumulative Actual NI
= == == Cumulative Weather Normal NI Cumulative Allowable NIRBROR
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Beginning in 2021/22, the disparity between the actual or forecasted net income/(loss) and
the allowable net income under rate base rate of return has exceeded $10 million, growing to
a disparity of over $40 million in 2023/24 forecast year. Accordingly, over this time frame,

Centra’s actual, weather normal and forecasted net income/(losses) have been considerably
January 27, 2025 Page 4 of 5
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Consumers' Association of Canada (Manitoba)

The Consumers' Association of Canada (Manitoba) argues that Centra did not provide
adequate information to address the Board’'s concerns regarding strategic direction
expressed at the 2013/14 GRA and 2015/16 Cost of Gas proceedings. Similarly, this
Intervener states that Centra did not provide adequate information about what the
corporate-wide strategic review will deliver with respect to gas operations. The
Consumers' Association of Canada (Manitoba) argues that the Board cannot rely on
Manitoba Hydro’s long-term strategic planning process to deliver a satisfactory result for
Centra because of the magnitude of Manitoba Hydro’s electric operations compared to

Centra’s gas operations.

The Consumers' Association of Canada (Manitoba) recommends that the Board direct
Centra to address the concerns expressed by the Board at the 2013/14 GRA and 2015/16
Cost of Gas proceedings with respect to Centra’s strategic direction. The Consumers'
Association of Canada (Manitoba) further recommends that the Board direct Centra to
address Centra’s strategic direction, risk assessment, and management structure as part
of the current Board of Directors corporate review and provide the response by the earliest

of its completion or 12 months, to be reviewed at the next Centra GRA.
8.1.2 Board Findings: Strategic Direction and Regulatory Planning

The Board directs Centra to file a Centra-specific strategic plan, separate from the
Manitoba Hydro plan, as a Minimum Filing Requirement at the next GRA. This strategic
plan is to include details of Centra’s management structure, strategic asset management
plan, framework for assessing and evaluating risks and risk tolerance, major planned
expenditures, change management arising from the Voluntary Departure Program, and

financial metrics and targets.

As stated in Order 85/13, the Board anticipated that it would review Centra’s strategic
direction and what Centra’s customers can expect of Centra in terms of continued and
improved service levels. Such a review did not occur in the course of the present GRA.
Centra did not provide an updated Corporate Strategic Plan or similar document,

Order No. 152/19 Page 130 of 143
October 11, 2019
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explaining that the strategic direction of the corporation is currently being reviewed in a
long-term strategic planning process. The Board is not satisfied that the corporate long-
term strategic planning process will sufficiently address Centra’s strategic direction or
provide adequate information of these matters, which are important for Centra’s
ratepayers. Centra is a separate utility with its own risks and operational context. Centra-
specific information is required, both in order for the Board to ensure that Centra’s rates
are just and reasonable and to enhance transparency regarding Centra’s operations and
planning for the benefit of Centra’s ratepayers.

With respect to regulatory planning and timing of subsequent proceedings directed by the
Board, as detailed in section 5.1.2 above, the Board directs a review of Centra’s cost of

service study be initiated by Centra by May 1, 2020.

The Board will review the financial feasibility test methodology used to assess extensions
of gas service to new customers. The financial feasibility test methodology has not been
reviewed for over two decades. Some of the inputs used by Centra have not changed
since the last review. Centra is to file by November 30, 2019 a proposed process for the
review of the feasibility test methodology, which could combine the cost of service study
review and the feasibility test review into one proceeding, or be addressed through

separate but concurrent proceedings.

As mentioned elsewhere in this Order, the delay by Centra in bringing the current GRA
or a Cost of Gas proceeding to the Board resulted in several years of gas costs and
accrued Purchased Gas Variance Account balances being addressed simultaneously.

This has, in some cases, resulted in substantial impacts to certain customer classes.

The Board does not, at this time, provide a date for Centra to bring forth its next GRA or
Cost of Gas application to the Board for approval, but notes that with the expiration of
Centra’s storage and transportation arrangements on March 31, 2020, Centra’s future
gas costs will differ from those embedded in rates. Accordingly, Centra should not delay
in bringing a GRA or Cost of Gas application to the Board. The Board may consider the
timing of future regulatory proceedings, including the next GRA and the Cost of Gas
application, at or after the conclusion of the cost of service study methodology review.

Order No. 152/19 Page 131 of 143
October 11, 2019
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2019-10-11

152/19

Centra shall file a Centra-specific strategic plan, separate from the
Manitoba Hydro plan, at the next General Rate Application. This
strategic plan shall include details of Centra’s management structure,
strategic asset management plan, framework for assessing and
evaluating risks and risk tolerance, major planned expenditures,
change management arising from the Voluntary Departure Program,
and financial metrics and targets.

Open

2019-10-11

152/19

Centra shall file the information required in this Order regarding its
liability insurance coverage amount as part of future General Rate
Applications.

Open

2019-12-04

178/19

Effective January 1, 2020, the minimum standard for the design,
construction, operation, and maintenance of gas pipelines in
Manitoba shall be CSA Standard Z662-19 QOil and Gas Pipeline
Systems.

Set Aside, effective
Jan 1/24 (Note:
Superseded by
Order 112/23
Directive 1).

2022-07-11

7222

Centra to include, in its next General Rate Application, Centra’s
proposed financial targets together with all underlying assumptions,
including financial metrics, net incomes, retained earnings, and
indicative rate increases in each of the long-term financial scenarios
presented.

Open

2022-10-12

109/22

1a

Centra’s cost of service methodology shall be revised and updated as
follows:

a) For the Demand component of Centra’s Transmission and
Distribution functions, the existing peak and average allocation
methodology shall be replaced with a coincident peak allocation
methodology based on Centra’s design day. The Interruptible class
shall be included in the calculation of the allocators.

Open

2022-10-12

109/22

1b

Centra’s cost of service methodology shall be revised and updated as
follows:

b) The costs associated with the dedicated transmission mains and
related assets supplying unodourized gas to the Special Contract and
Power Station customer classes shall be directly assigned to those
classes.

Open

2022-10-12

109/22

1c

Centra’s cost of service methodology shall be revised and updated as
follows:

c¢) Centra shall complete a minimum system study, using cost data
indexed to inflation, to inform the classification of Centra's distribution
mains. If Centra's minimum system study is ready in time for the
utility's next general rate application, Centra's cost of service study for
that application is to be based on the classification percentages
suggested by the minimum system study. If the study is not ready in
time for Centra's next general rate application, Centra is to retain the
existing 67% Demand and 33% Customer classification for its
distribution mains and provide an update on the preparation of the
study at the general rate application.

Open

2022-10-12

109/22

1d

Centra’s cost of service methodology shall be revised and updated as
follows:

d) For the Demand component of Centra’s Pipeline function, the
existing peak and average methodology shall be replaced with a
coincident peak allocation methodology based on Centra’s design
day that excludes the Interruptible customer class in the calculation of
the allocators.mains and provide an update on the preparation of the
study at the general rate application.

Open

2022-10-12

109/22

1e

Centra’s cost of service methodology shall be revised and updated as
follows:

e) For the Demand component of Centra’s Storage function, the
existing peak and average methodology shall be replaced with a
winter season demand in excess of summer season demand
methodology that includes the Interruptible customer class in the
calculation of the allocators.

Open

Public Utilities Board
400 — 330 Portage Avenue

Winnipeg, MB R3C 0C4

October 31, 2023
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e Location of the damage (readily accessible in a road right of way or field or in a more
difficult location such as in a water crossing or under a major road or railway);

e Distance from Winnipeg for access to key resources; and

e Weather

Centra had estimated that it would take two to three days to repair a transmission pressure
pipeline 168.3 mm or smaller in a road right of way or field. This will include purging the line
out of service, obtaining locates, making the physical repairs, testing and non-destructive
examination, and purging the line into service. The two to three days estimate for a repair of
this type was confirmed during the Minell Pipeline damage where it took 70 hours to repair
a 168.3 mm pipeline. Replacement of road and rail crossings is more involved and will require
additional third-party approvals to proceed. These are estimated at three to five days. Water

crossing replacements will take significantly more time.
Centra requests confirmation that this directive has now been satisfied.

Power Station Contracts

28. Centra shall file all contracts with Power Station customers, as well as feasibility tests
and true-ups associated with the extension of service to the power stations. Centra
shall include any information supporting the determination of the minimum margin
guarantee as part of the Minimum Filing Requirements for a future review of Centra’s
cost of service study.

Status: Responded

Please see the response to MFR 77 of Tab 12. Centra requests confirmation that this directive

has now been satisfied.

Centra-specific Strategic Plan

31. Centra shall file a Centra-specific strategic plan, separate from the Manitoba Hydro
plan, at the next General Rate Application. This strategic plan shall include details of
Centra’s management structure, strategic asset management plan, framework for
assessing and evaluating risks and risk tolerance, major planned expenditures,
change management arising from the Voluntary Departure Program, and financial
metrics and targets.

Status: Open
October 7, 2024
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As discussed in Tab 2 of the Application, during the 2023/24 & 2024/25 Electric GRA,
Manitoba Hydro shared its strategic direction that will guide the enterprise as it manages the
opportunities and challenges of the changing energy landscape. This strategy recognized that

as the energy transition continues to evolve, the Corporation’s strategy would also evolve.

Manitoba’s release of the Affordable Energy Plan, outlining a unifying approach for managing
the energy transition has triggered the need to refresh the Corporation’s strategy to ensure

alignment with the vision and direction outlined in the Plan.

While Manitoba Hydro is still assessing the implications of the Affordable Energy Plan, an
integrated and coordinated approach that considers impacts of the energy transition to both
electricity & natural gas is a key aspect. Manitoba Hydro will continue to review and assess
the implications of the Affordable Energy Plan and incorporate them into an updated
strategy.

For the other information requested by the PUB in this directive, please see the following

areas of Centra’s Application:

e Section 2.3 of Tab 2 and Appendix 2.2 for information on the business model review
and organizational structure;

e Section 2.5.3 of Tab 2 provides information on the Enterprise Risk Management
framework, and risks related to the natural gas operations, as well as Section 7.2.1 of
Tab 7 of the Application for discussion on the risk tools used to plan resources and
maintain natural gas safety and performance;

e Tab 7, Appendix 7.2 and Appendix 7.3 includes information on the Strategic Asset
Management Plan and major planned capital expenditures. Please also see the
response to Directive 8 of Order 152/19;

e MFR 82 of Tab 12 provides an update of Voluntary Departure Impacts on full time
equivalent (“FTE”) levels; and,

e Tab 4 and Appendix 4.2 provides long-term rate path scenarios that are intended to
provide directional impacts on key financial measures for the gas operations given the

underlying forecast assumptions.

Liability Insurance Coverage

42. Centra shall file the information required in this Order regarding its liability insurance
coverage amount as part of future General Rate Applications.

October 7, 2024
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