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Executive Summary 

In Board Order 79/98 dated June 19, 1998, The Public Utilities Board of Manitoba ("the 

Board") directed that certain price management losses totalling $27.25 minion be denied as a 

compon.ent of revenue requirement for purposes of determining the 1998 sales rates of Centra 

Gas Manitoba Inc. ("Centra''). As a result of that decision, Centra informed all direct 

purchasers of n.atmal gas C'Brokers") that the Monthly Reference Price f'MRP") which 

Centra had paid the Brokers foJ[' the delivery of gas to consumers who have chosen to source 

their supply of gas from a Broker rather than Centlra bad been incorrectly calculated because 

of the $21.25 million disallowed costs. Centra advised the Brokers that they had been 

overpaid by a total! amount of approximately $8.1 million between the period January 1, 1991 

to May 31, 1998, and that this overpayment must now be repaid to Centra by the Brokers. 

The Coalition ofEastem Natural Gas Aggregators and Sellen ("CENGAS") disagreed with 

Centra's demand for repayment and applied to the Board, pursuant to Section 44(3) of TIle 

Public Utilities Board Act C'the Act''), to review Board Order 79/98 and to direct Centra to 

refrain. from retroactively changing the MRP and not make any further adjustments. 

A public hearing was held in Winnipeg on September IS, 1998 to consider the application of 

CENGAS» and in particular, the following three issues: 

L the jurisdiction of the Board; 

2. the merits of CENGAS' application, and 

3. whether the calculation of the MRP had been changed. 

CENGAS argued that the Board has jurisdiction to enforce its own omers, and that the Board 

bas consistently exercised jurisdiction over the Gas Purchase Agreement ("GPA''') and the 

MRP. On the merits of the application, CENGAS argued that the Board found that 

mismanagement by Centra's employees should lead to a sanction, to the extent of requiring 

Centra's shareholders to bear $27.25 minion in disallowed price management losses. In 
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CENGAS" view, Centra was now passing on a portion of these losses to fdln© Blrok~. 'Jrll1l© 

fulmdamentaJ submission of CENGAS is that Centr"as, by this actio~ breaclhledl ]8l(Q)m-d\ 

Order 79/98. 

Cenn argued that the matter is a contract dispute between Centra and the Brolk~. ~trll ~ 

the questions at issue lie outside oftbe jurisdiction of the Bori Cmtra 2l!1'gwl~ fdlnmft lift_ 

complied completely with Board Order 19/98, and that Ii previous Bow ~ ~ lift ~lleaill" 

that the MIRP was to include the results of price management to mamtam frlllle JP1rrfumcRJPllle (Q)jf 

eqwvalence -llie concept by which the price paid to the Brokers by CelI!\n lis illlne saunme ~ itllne 

Boam allowed gas cost incorporated in the sales rates paid by Cmtn. anstomerm .. Cmu 

ar~ that Brokers have been overpaid md have received a windfalln w whlclln illlner aure llll(Q)(t 

entitled, and which must be paid back to Centra. 

AU mtervenol'S. with the exception ofCAClMSOS. represented the Brokerr collllllllllllwuilty (Q)[ 

their customers md agreed with the poSition put forward by CENGAS. CAClMfS(()lS m~ 

Wlith CBNGAS that the Board has jurisdiction to hear the case. but dis~ wifdhl s(Q)lI!IDe (Q)jf 

the reasons articulated by CENGAS in arriving at that concbllsiollll. CAaM§O§ mgreoo WJi@n 

Centra" however. that the case put CollWard by CENGAS was wiithout JImlmt 

In its decisiio~ the Board agreed with the case put forward by aU parties. otl'nw Iillnaulll C~Mls, 

that the Boud has jurisdiction over this application. The Board also ~ W'lifdln ilie ~mse jp)\\llft 

forward by Centra, and supported by CAClMSOS, that the applicatJiolllljpllAt f«)~ by 

CENGASsbowdbed~~ 

m arriving at its decision. the Board noted thai the arguments put forward! by CENGAS were 

lIlot underpinned by the historic record established in the regulatory 1P1lroceedmgs ll'eRmtoo fthe 

direct purchase arrangements. The Board further believes that its decisiollll protecfts fue jpll!bRnc 

interest and preserves the principle that customers should not be adveJl'Sely mfifected wllnetlhlell' 

they choose to purchase their gas from Centra or a Broker. 

ii 

o 
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The Board further noted that Centra is in the process of developing a Western Bundled 

Transportation Service which, when implemented, may eliminate some of the problems with 

the current buy/sen arrangements and the calculation ofllie MRP. 

iii 
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Board Order 119/91 dated September 3~ 1991 enabled all Manitoba utruurall gas COmlU!!ll!Dl@!1$ ~~ 

participate in the direct purchase of narum gas. In that Order~ the BoW s~ ftIln2lit my m~ 

inherent in direct purchase agreements m.ust rest with the end-w;~ m«llllhma 21 JjDJroces$ lis 

required to ensure that the end-users are made aware of such risks ro fue ~tiestt ~~ 

possible. A document entitled "A Guide to the Direct Purchase ofNatlul!raIi ~ fum MMro\hJ~PP 

was attached as Schedule A ofBoud Order 119191. The Board stated rum tlhI~ Dmterr' ~ !itt 

has jurisdiction with respect to direct pW"Cbase~ or western Buy/SeIDl all'nllllgmm@!lll~ UlllJll~ lilln@ 
.. . 

existing ll.egisnation.. The Board aho established certam generic terms alllild CtD1Dlc:llJilbiolIllS ro 1lD© 

included m contracts between Centra and! direct pmchasem of naWrall gas fum MCBllllllirolb"lm 

("'Brokers"). 

m Boud Order 146191 dated November 19, 1991, the Bomn statedl thai lift W'oulld 00 

inappropriate mdl impractical to review md approve each and every ilmilivlitdlWllll OO!lllfal¥~ 

among the parties to a direct pmchase mmsactiOIm. The Boam approved ttfme gmool!: fOll1l!Ill ojf 

tllle Gas Purchase Agreement ("GPA'"') betwem Centrra amid a Broker or c1IllSftOJr!llleil', wlhllicfill W2l$ 

attached as Appendix "A" ofBomi Order n46/91. Clause 4(a) oillie ge1llleric GJP>A IIllefilmoo 

llie Monthly Broker Reference Price ('~N!RP") to be the cost of naWnlll gas, ~cllUllS[ve ojf my 

tlnmsportation charges, ''included in Cenn's sales rates and remvemrll by Cmtlrnlllirolll1ll ftlimm~ 

to time in accordance with an Order ofilie :Soant" 

lIn resplOnse to Ii subsequent application by Centra, Board Order 8194 dla.too .1Iam\\llBlll)f 28, 1 ~~~ 

authorized Centra to purchase its Western Canadian gas supplies using the New Yom 

Mercantile Exchange ("NYMEX") index pricing mechanism. The BlOW mllso ~eJPfterll 

Centra's proposals as tlO the methods, volumes and costs which were tlO be emp!oyoo m 
establishing the MRP for purposes of payment to Brokers fer Broker SUlIJPlP liedllllatlnll galS. 

Pursuant tc iliat Order, Centra calculated the MRP on the basis of weighted gas costs paid! 
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under its long-term contract with Western Gas Marketing Ltd., now Trans Canada Gas 

Services and spot purchases from Western Canada. Because it was not an issue at that time, 

Board Order 8194 did not address how Centra's price management program should be 

reflected in the calculation of the MRP. 

In Centra's 1995 general rate application, a number of Brokers requested that the Semi 

instruct Centra to change its method of calculating the MRP to include the costs and revenues 

of Centra's price management program. InBoard Order 49/95 dated May S, 1995, the Board 

stated that itt would not order a change in the calculation of the MRP at that time, but directed 

Centra to meet and consult further with Brokers with a view to resolving this matter prior to 

November 1.1995. 

After further meetings with Brokexs and interested parties, Centra accepted the Broker's 

position that a direct purchase transaction was a transportation ammgement to facilitate 

competition in gas supply. All parties agreed that the method of calculating the MRP should 

include the impacts ofCemra's price management activities and. that Centra should not be 

allowed to hedge Broker supplied volumes. 

On November 10, 1995, Centra applied to the Board for. amongst other things. approval of a 

revised methodology for the calculation of the MRP. All of the Brokers present at the 

hearing, llWDely Direct Energy Marketing Ltd., ECNG Inc., Enron Capital Resources, 

Municipal Gas Company Ltd. and Novagas Clearinghouse Corp Ltd., requested that the 

Board approve Centra's revised proposal for calculation of the MRP payable for Broker 

supplied gas. All parties agreed that in this methodology, the buy price and the sell price 

would be equivalent and would therefore not disadvantage either system customers or direct 

purchase customers. This proposed methodology was also consistent with clause 4(a) oftbe 

generic GP A approved in Board Order 146/91. 
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The Boam's findings relative to the November 1995 application were set 01Jllt fum Bow 

Ordler 3/96 dated January 3, 1996. In that Order the Boam stated in pm~: 

"The Board agrees with the ClOlnsensUS reached by aU interested JP>&1libi~ 
and advanced by Centra at this hearing calculating the refere!lllce p1riic@ 
which Centra will pay fer its ADM gas supplies. The Beard! clOllMihdlell'$ 
the proposal to be fair - the buy price and the sell price sboui«ll1bJe 
equal By not hedging ADM supplied vollumes aiJl vohmmes are 
effectively priced the same. Hedging rnsults impact the cost IOlf galS 
included in. the sales rat.es through the PGV A mechMism. The Bon 
winll order Centra to calculate the reference price pmyablle to ABM$ aJ$ 

the weighted average cost of gas Deng um.deJr Centra's gas swWllV 
arrangements with TCGS mOl the volumes purchased by Cmtrn l'firomm 
Western Canada on the spot mmiltel The reference price willR mcll1lll«ll@ 
the results of Centra's price management activities fOIr"voR\\IIl!lI1les 
flowing under the TeGS supply contmct but ABM supplied VORWrIlllCS 

will not be eligible for hedging by Cmnau 

80m Order 79/98 dated. June 19. 1998, direckd that certam price mmagemmmtt nltD~ 

totalling $21.25 million be denied as a componmt of revenue requfuremmelllltt fltDrr Plllll1JPloses of 

dete:Jrmining 1998 sales rates. Leave t.o appeal tWs decision sought by Coon. 'Wal$ 

subsequently deJllied by the Court of Appeal on November A2p U998. As a reult offillne 

decisiolIl1 in Board Order 19/98, Centra wrote to the Brolrem on .Tully 16, n 99~" lellllcRosfumg a 

cmllclUlation of the ~ for June 19911. That letter stated that the MRP fltDJr ]"1!.D.lTAe JPl1lll1iiC~ 

included an adjustment for the disallowed portion. of the price mmmgemmt JP>ro~ 

pertaimJing to iliat month's cost. The Retter also stated that Centlrai woWldl provide ffuuriliw 

details to the Brokers regarding '"the payment requirement resullting lfirom the pll'lic@ 

management overpayment for the period .January 1997 to the end of May R998." 

On Jluly 24, 1998, Centra wrote the Brokers advising them ofCentrm's cancw~lciiolDl ofili@ lDle~ 

overpayment by Centra under the MRP as a result IOlf the Board's decision rum 80udl 

Order 79/98 to disallow certain price management losses for rate setting purposes. CCKlltrm 

advised the Brokers of the total amount that allegedly was owing to CentJra. Centra allsa 
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demsmded immediate payment of the amount, and stated that it expected to charge interest on 

the unpaid amount ftom June 19, 1998. 

On August 14, 1998, Centra wrote to aU Brokers advising that, as a !result ofCmtra's 

recalculation of the MRP payable ooder the GP ~ Centra will be making adjustments in 

subsequent monthly statemen~ commencmg in the month of August 1998. to recover the 

alleged overpayments for the period January 1991 to May 1998. By taking this positio~ 

Centra reduced, or in some cases eliminated totally the amount it woulld otherwise pay to the 

Broken under the GP A. The total amount fo][, which Coon alleges it has oVe1!paid the 

Broken is approximately $8.1 miUlion. 

On August 20, 1998, CENGAS applied to the Board, pwswmt. to Section 44(3) oCThe Public 

Utilities Bori Act (''the Act''') for: 

"a) an Order setting a bearing date for this application on an expedited 
and urgent basis; and 

b) an oroer reviewing the Board's Order 79/98 dated June 19, 1998. 
in particuUar paragraph 10.10 thereot and directing Centra: 

i) to refrain from retroactively changmg the Monthly 
Reference Price; for the periodlJanwmy 1. 19m to June 30, 
1998, in Gas Pmchase Agreements entered into with direct 
purchasers of naturall gas in Manitoba. for the pmpose of 
recovering disallowed gas costs relating to price management 
impacts which the Board ordered to be borne by Centra.'s 
shareholder; and 

Ii) tD readjust any changes made by Centra to the Monthly 
Reference Price since June 1998 to the date of the Board~s 
order fDr the purpose of recovering gas costs disallowed by 
the Board in Order 79/98." 

On August 21, 1998, Centra responded to the CENGAS application by way ofletter to the 

Board, and in particular, took the position that it was beyond the jurisdiction of the Board to 
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entertain the application. Subsequently, the Board issued its Notice oflHIemmilngp utdlo\1.llfdlllimoo 

three issues 00 be considered at the hearing. bemg: 

a) the jurisdiction of the Bow; 

b) the merits of the ClENGAS application; and 

c} whether the callcwation of the MRP had hem chmged. 

A oomp)J.ete record of this public hearing process mal copies of aU exlhuibliu Blre <!llllll ffiill@ Midi .mlre 

mvailable fo!!' inspection or review at the Sori's office d1W!'ling lDIOmnall b~esl!llhl<!ll\UlIr$. Th@ 

Boam has nmmarized the evidence :md submissioJmS of fdbe participsmu alt @n@ Ihl~~ fum ~~ . 

OniIeIr oJmlly ~ the extent deemed! necessaxy to explain the Bow's fundlIDp m~co1DllCllwni(!J)llllS. 
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The Position of The Coalition of Eastern Natural Gas Application 
and Sellers ("CENGAS") 

General 

The application was made by CENGAS under Section 44(3) of the Public Utilities Board Act 

("the Act") for an. Order reviewing the decision made in Board Order 79/98 dated June 19, 

1998. CENGAS is asking the Board to supervise and enforce Board Order 79/98 in which 

the Board, in CENGAS' view, made specific directions regarding certain price management 

costs. The fundamental submission of CENGAS is that Centra breached Board Order 79198. 

CENGAS argued that the Board found that mismanagement on behalf of Centra's employees 

should lead to a sanction, to the extent of requiring Centra's shareholders to bear 

$21.25 million in disallowed price management losses. In CBNGAS' view, Centra is now 

passing on losses which it caused through its own negligence to Brokers. This, in CENGAS' 

view, constitutes a breach of Board Order 79/98. 

3.2 The Jurisdiction of the Board 

CENGAS submitted that the Board has jurisdiction to enforce its own Orders, and that the 

Board has jurisdiction over the MRP contained in the GPA. CENGAS further submitted that 

the Board's jurisdiction to enforce its Orders includes the jurisdiction to direct a utility to 

refrain from a practice which is contrary to a Boam Order, a practice that if continued would 

render the Boud Order nugatory. 

CENGAS argued that the Board has general supervisory jurisdiction over all public utilities, 

of which Centra is one. An effort by a utility to circumvent the findings and Order of the 

Board and to engage in practices which are contrary to that Order is the adoption of a 

practice that is unjust, unreasonable or otherwise in violation of la.w. Under the Act, the 

Board has the power to take appropriate action. It was therefore CENGAS' conclusion that 

on the face of the language in Sections 97(1), 74(10), and 82(1) of the Act, the Board has 
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mfficimt jwisdictio~ not only to consider CENGAS' request, but allso to grrmft ilie rrelln@f 

requested. 

CENGAS referred to a decision ofilie Manitoba Court of Appeal dated Ajprill g~n~1p 

wherein the Manitoba Court of Appeal! gave direction to the Board as to ilie gm©Irnill ~~lhl 

n~ mould take when confronted by parties befere it that it lacks jmisdilCtion. CEN((ijM 

argued that the test is to take !II realistic appraisal of the facts and the issues m«ll td!@ftmrrnmiml@ 

whether what due Boam has been asked to do furthers the legislative JiWlll\Jicy~ te .• filllle 

protettion ef the public mterest. ClENGAS argued that the relief requested W&l$ ool1llSlisfc~fr 

with the Ceurt of Appeal decisi~ was within the public interest" reasomily ~mse:dl mill 

JilllIlICSwm1: to the legislative objective. 

CENGAS argued that since 1991. the Board has consistentJIy exercise.dljunriS«llicfuiolID OVlW ili© 

GJPl A and specifically. over the MRP» and that these an: the means by whIiclln Cemltrrm lhl~ 

breached the Onie!r. In Board Order U 19/91, the Boud not onlly oomideredi ~ nfr W 

jmisdiction to deal with GF As and tbeiJr temis, but actively directed Cmtt2l. ro fille 2l. OOlID~ 

fOll" approval by the Board. Board Order 146191 subsequently approvecll ilie GJPl A" wlhllclln Ds 

substmtialll.y the (OIm of the contract that is in effect in 1991 mOl 1998. 

CENGAS argued that this is not !II purely private contractuall dispute. What is; a~ nss1lll@ ns \1lln@ 

emolrCement and integrity of Row Order 19/98. Therefore, the Board does Ihave jwlisOlJitCfcDOlID 

to hear tln.e application, and does have jurisdiction to grant the relief sounght 
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3.3 The Merits of the CENGAS Application 

CENGAS stated that the Board has to answer two questions in dealing with the issue of tile 

merits of the application. The first question is whether Centra breached Order 79/98 in terms 

of the shareholders failing to bear all of the $27.25 million disallowed by the Board. The 

second question is whether Centra has a legal justification for breaching the Board's Order. 

In the opinion of CENGAS, the answer to the first question is an unequivocal yes. CENGAS 

argued that the legal justification that Centra has used is a tenn ofllie GPA which bas been 

approved by the Board. The question posed by CENGAS is whether the terms of the GPA 

clearly show that it was the intention of the parties to the GP A to permit Centra to pass on 

costs disallowed by the Board because of Centra's negligence and mismanagement. In 

CENGAS' submission, the core of the issue on the question of merit is who assumes the risk 

onoss associated with Centra's negligence or mismanagement. 

CENGAS dealt with four sub-issues in their argument om merit being: 

1. the commercial!. context of the GPA; 

2. the plain and ordinary language of the GPA regarding price; 

3. the effect of Board Order 3/96 which directed that price management issues be 

included in the MRP calculation; and 

4. the issue of retroactive adjustment. 

Dealing with the commercial context of the GP A, CENGAS noted the hedging losses which 

Centra seeks to recover from the Brokers are not related to hedging activities on direct 

purchase volumes, and that GP As are viewed simply as transportation contracts. CENGAS 

therefore concludes that the two commercial facts weigh heavily against Centra's position 

that the losses can be passed on to the Brokers. 
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On the plain and ordinary meaning oftbe GPA language, CENGAS alguIlOOI ~ rum li99li p 

clause 4( a) of the contract clearly tied the MRP to the Bomi approved smlle$ w~. H(QlW~VlWp 

the wording of clause 4(a) changed as ofNovemberr 1, 1996 to excRude the ~ge ft(Ql fclhle 

Boud approved sales rate with respect w the MRP. CENGAS therefore OOlD1Cn\\1l~ ~ tlbl~ 

plmin and mdinary meaning of tile language in clause 4(a) does not permit Cmtm t(Qlooe fillll@ 

MR.P in the GPA as the means to recover disallowed gas costs. 

iIll commenting 00 the effect of Board orner 3/96, CENGAS acllmowloo.gedl ~ illllle JBlroJkerr 

oommmnity asked the Board to include the resullts of price mmnagemmt fum ili@ ~~(QlIID ltDif 

the lVIRP. HoweYelI', Wltil.July of 1998" Centra bad lOOt suggested tlIW the price mm~)&;@1l!]1teml1t 

impacts mcftwied in the MRP would only be those allowed by the Bow. Cmn lln~ pm~ 

calculated the MlRP based on its actumll Cost CENGAS argued that the lOlIl}nGllil(Qlf ~1l1llivmli@llllcr 

is based on the assumption that the utility acted Un a prudent maxmeli, wbJidlll CmllJi1J. trll1i«ll IDl((l)\t. 

On the issue of retroactive adjustments, CENGAS referred the Bon m oro~ 3/9C5 wllruicllil 

dealt in pm with the issue of retroactive adjustmlmt. In that Order, CClmtra ~oo IIDwfurmll 

on the issue of retroactivity, but toot the position that ~y such paymmt woanll«llltntalv~ al!ll \hl~ 

recovered from system customers. The Board,. rum that decisio~ tdlid IDIot mlAow my Ire\o:ro~fniv~ 

payment to the Brokers. CENGAS acmowledged that the circumstances al1re sfuigllllfdly 

different in terms of the reaso~ but all"gued that when the ianguage of ilie OlP> A <dbiJrer;m 

calculating the MRP one way, Centra Camlot change that calculation and! seet w li"~(!WlW ID 

retroactive adjustment. 

-
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3..4 Bas the Calculation of the MRP Been Changed? 

CENGAS argued that for all of the reasons previously mentioned, the adjustments made by 

Centra to the MRP, going back to January 1997, are contrary to the plain and ordinary 

language of Section 4(a) ofllie GF A,. and are therefore impemrissible changes. CENGAS 

further argued that clause S(b) of the GPA allows Centra to make retroactive adjustments 

under certain circumstances, but does not apply to this situation because the calculations have 

been correct all along. 
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4.0 The Position of Centra Gas Manitoba I.1!u,,:. ("CellIDm-m~ 

Centra argued that it was absolutely in compliance with Board Order 19/~8, aumtdllhlOOl ~~tetdl 

fairly and reasonably in taking steps to implement the Baud's decisioml sea @1l!l11 fum b~ Onrllm. 

Cenn argued that in Board Order 3/96 the Board lIWMl!e it dear that fdhle MRP WCBlS W fuml!:n1l!ltdl~ 

the II"CSUllts of price management to give effect to "equivaleJ!lCfr~ being tl'me Wlllll!:~a ilim~ 1111n~ 

price paid\. to the Broken is the same !price that is mcorporated lin the salles mites jplallitdl1IDy 

customers. Centra argued that Brolkell'S have been paid more thaml eqwvall~ce ~am1lSte I111ntey 

llnave been paid certain costs which are not included in sales meso As, 2l. JreSIl1l1l~ alhle lB3rolk~ 

bve received a windfall and an overpayment to wmch they are not mtnftlloo. Kif Cm\bm lffi~ 

lIlot mgaged in my price management, the Brokers wowd\not have recen.voo aJ!lll1' jp)~ymmtelllll1 

related thereto. Centra contends that the Brokem were overpaid" SlI!Mll CeJIlI\lm is slimIn]pJlly 

seeking a refund oftbat overpayment. Centra. argued tiW the refund bemg re!!l~ is 

specifically provided for iIm clause 5(1)>) of the OF A. Centra has alsc gllVe!lll mllll Brolkfn m. 

opportunity to come forward with alternate lep2l.yment axrat1gel!11loots. The BrolmIrs lln21.VIB llllOl1 

suffered a loss, they have simply been overpaid, and Centra is seeklUmg m Irefim«il of ili2l.l1 

overpayment. Otherwise, the Brokers will have received am mappropriate mbsJidy. 

~ol The Jurisdiction of the Board 

Centra believes that according to the price calculation formula agreed til) by the jp)uti~ lilllllB 

amounts claimed by Centra constitute an ovexpaymmt under the OF A. Faumgr~lhl5(b) of ltllne 

GF A expressly provides for recovery of such overpayment from Brolkers iliIfOlllgfll! m prniCte 

adjustment Centra further argues that the matter is a con~t dispute betweerm Centrrm Uld 

the Brokers. and that the questions at issue lie outside the jurisdiction of the Bori The 

m.atters at dispute involve the interpretation of a commercially negotiated contJrzd thmt ShOlJl!dl 

be heard and detennined by a court onaw. 
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Centra referred to Order 119/91 where the Board refrained from regulating aU orthe 

contractual terms between Centra and the Brokers. Centra argued that Board approval of the 

generic contract was limited to the five required generic terms. The Board did not get into 

the details of the contract: on the basis that the contractual terms and conditions were a matter 

of negotiation between Centra and the Brokers.. Centra further argued that although the 

Board addressed the manner in which the MRP should be calculatedp the Board has never 

enfolCed contractual rights and obligations in respect of the MRP. The Board has dealt with 

the MRP in the context of its jurisdiction over gas sales rates, and to the extent that the GPA 

provisions, such as the MRP. affect the total utility cost of servi~ then the Board has 

jurisdiction. However. the Board does not ha.ve jurisdiction to intexpret other provisions of 

the GPA. 

Centra stated that the Board is a creature of statute and em exercise only such jurisdiction as 

flows ftom the statute. Centra argued that the Act does not confer my express power on the 

Board to interpret the provisions of the GF A, or to resolve any contractual disputes. Neither 

the Board's supervisory jurisdiction not its jurisdiction under Section 114 ofllie Act gives it 

such express grant of jurisdiction. 

Centra argued that the application of CENGAS invites the Board to assume the role of 

watchdog for the financial interest of the Brokers. Centra submitted that this is neither the 

function of the Board contemplated by the Act, nor a step that would reasonably promote the 

legislative intent In Centra's view, the fundamental issue involved in this proceeding is 

Centra's entitlement to recover monies from the Brokers which it has ovexpaid through the 

MRP during 1991 and 1998. It is accordingly an issue relating to the recovery of a debt 

owing by the Brokers to Centra, and is not a matter for the Board to adjudicate. 

Centra acknowledged that the Board has the authority to enforce its own Orders, but that 

principle is inapplicable in the current situation. In Centra's view, Order 79/98 disallowed 
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the inclusion of certain gas costs for the purpose of determining sales !!ates. WlbIaut fd'm~ Ondltell' 

did! not do is alter the terms of the GP A, or preclude Centra from taking stejplS ll~gailllly 

available ro it under the GPA or other contractual arrangements. CENGAS lis utfumg filln~ 

Boardl to disregard all provision of the OF A, being paragrapb S(b)>> whi«:l'm specnffiicailllly JreRal~~~ 

to the MRP bemg changed retroactively for any reason. 

Centra argued that the statement in Board Order 79198 at page W2 that $21.2$ 1lIllllill1lii(Q)lID (Q)if 

price maumagemezmt losses is to be cx«:Uuded from gas costs to be \borne by tlhle ~(!lJR«lleIi n$ 

made in die oontext of a ORA dealing with sales l!'ates. Centra mpoo tllW fdhle B(Q)n oo1l!lllidl 

not have intended to preclude Centra firom making MRP adjustmenm with Brot@ll'S jj»~1't 

tQ the GP A. The entitlement of Cmtm W adjust the MRP arises from a\ (cOllmll!llll~~aillIly 

negotiated oont:ract with the Brokers and is governed by the terms mdl OOlllOOtJi([J)llll$ (Q)if fdhl© 

oonbact. The Board does 1I10t have jurisdiction to override the contract m. mWmig aMI ~IisIitOllffi 

as to the price management losses for me settiJmg pwpos~ and its te!rll!lliJmonogy wm s(Q)lleRy 

directed for the purpose of setting salles ntes for the U 998 test yemi"'. 

Centra argued that CENGAS is requesting the Board to retroactively repemll <Olli V21.ll)f Bod 

Order 3/96 for 1997 and 1998 respecting the implementation of tile eqwivalleJl1lc:v fP>rnirrnclifP>i@ fum 

tIbl.e MRP. Equivalency contemplates that the 'buy price, as paid by Centra ito tlblle l8lroll:~ aidl 

tIbl.e sell price. as paid by the customers for the gas commodity cost POrtiOIlll rum salles ~ 8l1re 

uilltimately the same. Centra is seeking ~o recover excess payments made t<Ol BrokeR'S fum Iilllle 

MJ!.Ull in 1991 md 1998. Centra argued ilia! CENGAS is requesting the Bow 1t<Ol 

retroactively modify Board Order 3/96 for the pmpose of providing the Brolk:eJ!'S WIiili III 

windfalllPayment. 
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Centra referred to evidence of Direct Energy in the 1995 hearing where Direct argued that 

the buy/sell mmsaction should be viewed as a specialized form oftranSPOrtatiOD 

arrangement, and from that concept, it follows that the cost of the gas commodity in the 

customer rates, as adjusted by the Purchased Gas V mance Account ("PGV A') from time to 

time, must be the same as the price the Broker receives from Centra for the commodity in the 

MRP. Centra argued that the two prices have to be the same. Otherwise, Centra's customers 

win be adversely affected if they choose the direct purchase option. Centra has always 

maintained that the existence of tile buy/sell should not change the overall cost of gas to 

Centra's system gas customers. Centra argued that clause S(b) specifically contemplates 

retroactive adjustments to the MRP, and specifically Contemplates the time lag in disposing 

of tile lOV A bal8ll1ees. including the PGV A disallowance in Board Order 19198 related to 

price management: losses. Centra argued that any endeavour by the Brokers to back away 

from that position in the present circumstances is opportunistic rather than consistent 

Centra referred to page 31 of Board Order 3/96 where the Board agreed with the consensus 

reached by aU parties to include the results of price management in the calculation of the 

MRP, and that the buy price and the sell price should be equal. Centra argued that the 

principle of equivalence was fundamental to the inclusion of the price mmagement results in 

the MRP. ][n Centra's view, the Board is being asked to modify the principle of equivalence 

which was the fundamental and basic driver for the inclusion of price management in the 

MRP paid by Centra to the Brokers. 

Centra argued that since 1996. the MRP has been calculated to give effect to the principle of 

equivalence. However, there is a time lag because of tho mechanism for disposing the 

PGV A. Centra paid the Brok.ers a MRP based on the actual monthly price management 

effects. Subsequently, the Board disallowed a portion of these costs. Consistent with the 
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principle of eqwvalency, Centra has now adjusted the MRP so that the 2lllllllOlWll~ ]plamtdi ~(!J) ~© 

Brokers is the same as with the price paid by customers. Centra argued ~ ~e bJJ'ilJllk~ mIre 

seeking a wiruifall payment by retainmg a MRP that exceeds the commilJlttfuity CO$~ JPlmlltdi Ibly 

customers in the sales rates. 

Centra argued that the CENGAS position that actual price managemmt res1lllllm ~ 1Cl)Pl~500 ro 

approved price management results &houlle! be used for purposes of ca1lcurulaftIiJrng itlhle MJruP' Ii~ 

OOlmOOlry to the position that Brokers took before the Bomrd fum .994 mllil n~~$. The ClENGM 

position is also contrary to the basis 01lll which Centra reached a commercIiaill :a~~!t Wlitt1h1 

the Broken that was subsequently ratified in Board Order 3/96. 

4} .. 4 Has the Calculation @fthe MRP Been Cbanged? 

Centra pointed. out that clause S(b) Olf the GP A specifically contempUatleS retrotM:lbive 

adjustments to the MRP fur Ii mistake or fur my oilier reason. That woromg roll!l~emmjplllmftes 21 

time lag in disposing of the PGV A balances, and is referable to the PGV A i!llWillllIO>WMCe fum 

oroell' 79/98. Centra argued that it is not changing the calculation oftl'me ~ 2l.fc mllll. 

Centra referred to clause 4{ a) of the GF A, and stated that the iSSille is whefuerr \1lhJ.e cll21.\llS© 

should be interpreted to apply to Centra~s acnw price management Ji'eS\!lllts,. lOll{' m]JllJPlrovetd.l jplmi~@ 

management results. Centra maintains fuat this matter was clearly detemnmoo fum ~omdl 

Order 3/96 which stipulated that the buy price and the sen price sholllRdl be fdble s~e. C@ID1trBl 

further argued that clause S(b) is cOlllSistent with the intentiOllllS ofthc pmoies M ftilll tlme 

meaning offue MRP insofar as it contemplates a retJroiactive adjustment ftilJl tlble MlR.lPp 

recognizing the time lag between the monthly payments of the MRP and the su~se«nU!m~ 

PGVA approvals. Centra argued that the adoption by the Board of the jplMcnplle of 

equivalence in Board Order 3/96 made it unnecessary to have the worrdls "imci1l.aded ilID 

Centra's sales rates" in clause 4(3.). At my rate, there is no evidence befo!rc the 18o~dl as to 

how or why those words were deleted from clause 4(a). 
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Centra argued that notwithstanding the arguments related to clause 4(a) and 4(b), there is still 

the requirement to give effect to clause S(b), in accordance with the plain and ordinary 

meWIBing of the words in that clause. Centra argued that equivalence required the MRP to be 

adjust~ and that is precisely what clause S(b) contemplates and permits . 

.. 
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Se@ The Position of the Consumers' AssociatioD of Caml~GllID «JM[lmIDfi(t(]lJlID&:1~ 
Inc .. ("CACIMSOS") 

S,,). The Jurisdiction of the Board 

CACIMSOS subscribed to the position that the Bow bas junsmctiOl!ll ro lhlC2lTi ili~ aljplJplllii«:BJJJiorm. 

but disagrees with some of the reasons arn«:wated by CENGAS ilm mnvmg aft ilima «:ORllCHllllSnOlID. 

CACIMSOS agreed with the statement that the Board bu jurisdiction to emoll\re n(t$ 0rIDl~. 

but disagreed with the suggestion that ilieJre has been a nweach of an OrroIerr \ble;cZl11ll$~ ili~ ~<Ili~ 

oroerred that the disallowed price management results be borne by the sIIllarellnoH~eIrnl. 

CACIM{SOS stated the view that the jurisdictioo of the Bmm:!! is to de1emmrimle wllnalfc goosI fumao 

mtcs. The Boam does not have jurisdiction to indicate that the slluurehoRdiw of m n»1Ullbllliic M1billiiar 

00s m beu fuose costs. Centra viewed the reference ro sbalrelhloRdem fum ilie 1h>orlly oifidble om~ 

is "obiteJr remuks" or remarks not necessary to be made for pumrpo8eS of rume dieciSJio!lll. 'lI'lble 

llI!ltimate decision is simply that the customers should not bear the roN of Il'lllle ~wHowoo 

price management 1reSUllts through salles rates. 

CACIMSOS alrguoo that tlhle issue is one of jurisdiction over mes, mn«:ll ilie Act lis re]plH!1;lft!1;l wlialffi 

SUlclhl provisions. After examining the Ac~ CACIMSOS oonCblldes iliaft ilie Bomrr~ llnalS 

j1lllrisdliction over the issue as tD what is mclu«lled m the MRP. 

m CACIMSOS's viewp the issue is whether what is bemg sought by ClENGAS ns cOllllsnmmlt 

or otherwise with the Board's decisiDn on equivalency, and that is m mmatter wiltllnfum (cJlne 

Bmwl's jurisdiction. CACIMSOS allso stated the view that the issue of retroactivity llIlOW 

being considered is not the same as tl'me retroactive issue dealt with by ilie Bo.aJi«ll fum 

Order 3/96. 

CACIMSOS took no position relative to the jurisdiction Df the Board! cOlDlcemmg contracts 

between fue Broker and the end-user. 
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CACIMSOS agreed with the articulation of the case on merits put forward by Centra. 

CACIMSOS questions the sense in Centra including any more than the prudently incurred 

hedging impact in the MRP. That is the same result as borne by the sales customer. The 

intent of the MR.P is for Centra to pay the same foil' buy/sell gas as it pays for system gas. 

CACIMSOS agreed with labelling the overpayment to the Broker as a windfall that should be 

repaid to Centra. 

CACIMSOS expressed the view that the financial hardship and urgency arguments should be 

viewed in the context that, if Centra's price management results were consistent with that 

allowed by the Board, the Brokers would be in exactly the same position. CACIMSOS did 

not comment on the refund issue. 

5.3 Has the Calculation of the MRP Been Changed? 

CACIMSOS argued that the methodology or formula has not changed. The calculation bas 

simply added an extra. step that was not necessary before. 

CACIMSOS agreed with Centra that the issue of equivalency was a major theme in the first 

place, advocated by all parties. The position of CENGAS in this application violates the 

principle of equivalency and fairness. The fact that the price management results were the 

responsibility of Centra is, in CAClMSOS's view, not relevant to the argument 
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McCain did lIllot accept the position of CmtJra on jurisdiction, and put fOll'W'arni tlln~ JlDOsn\biolID 

that the Board has the jurisdiction to deal with the matter. 

6i .. l The Merits of the CENGAS AppHcati@liDl 

McCain argued that Centra has willatemUy redefined the MRP. McCafum aillso mrrguntarll fcl'rnBlfr filln~ 

retroactive Illamre of die adjUlStmentt by Centra bas had am adverse business ejffec~ Ollll filln~. 
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AESL submitted written argument by letter dated September 14, 1998. AESL argued that 

under any circumstance where Centra win be permitted to recover the $8.1 million from the 

Brokers, that those funds be recovered over the same time period the Board bas approved for 

recovery of the PGV A balance from customers. 

'7.'1. Jurisdiction of the Board 

AESL submitted that the only issue of jurisdiction raised by the application is the jurisdiction 

of the Board to fix or approve either the MRP, or the method of calculating the MRP. AESL 

argued that the Board bas clearly stated in previous Board Orders that it considers it has the 

jurisdiction to approve or fix the MRP or the method of calculating the MRP. AESL noted 

that Centra did not appeal the Board Orders, and has calculated the MRP, including the 

impact of price management activities, since the Orders were issued.. It was the view of 

ASEL that since the Board has found that it bas jurisdiction over the MRP. unless a higher 

authority overturns that finding. the Board should continue to exercise that jurisdiction, 

certamly to decide this application. 

1.3 The Merits of tbe CENGAS Application 

AESL is convinced that the application is justified since the actions taken by Centra 

subsequent to Order No, 79/98 being issued appear to be directed towards circumventing one 

of the Board directives given in that Order. AESL also believes that Centra is in violation of 

Order 3196 by retroactively changing the Board approved method of calculating the MRP. 

AESL stated that Order 79/98 includes a clear direction that, since Centra acted imprudently 

in its price management activities, Centra's shareholders must bear $27.25 million oHhe 

$45.5 million balance in the PGVA. In AESL's view, Centra's subsequent action, to 
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retroactively change the calculation of the MRP, is clearly intended to redl\llce fr!ln~ n@ss mllll(Q)WIllll~ 

oorne by the shareholder and as suc~ appears to be an attempt to at least )plmirdillllr Cllrrc\UllIDllVel!llQ 

~e Board Order. 

1.4 lias the Calculation of the MRP Changed? 

AESL argued that Centra has been calculating the MRP fur at least Wllll y~ llllSlilnlg ili~ 

methodology approved by the Board, and did not apply to the Boud foK' a clhaurn.~ fum 

methodology during that period. Therefore, lit is apparent CeJllUa accepted! rulnat ~ 

methodology was appropriate. AESL submitted that the accepted genemll prrfumCRJPlll© n$ frlhl2l!t \tlln~ 

total! cost of gas" including the impact of price management, showd cqrWilllliln.@ oo~ (Q)i[ ps fum 

mes. However, the finding of the Board overrides this general principl@. m& lllDl_ IreSunllQ lirm 

aJllI imbalance between the cost of gas anell the cost (Q)f gas reoovered tllmrouglln~. Kt lfllllnn(Q)'m) 

therefore, in AESL's view, that the actions by Cmtm subse«j\ueJll\t to the issWJJrB.ce (Q)i[]S(Q)R 

OMer 79198., constitutes a ciumge in the calculation in the l\tmlP. 
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In opening comments, Westcan spoke in support of the application, and further stated that the 

consequences oftbe decision of Centra to collect the amounts that are alleged to be owing is 

having the effect of potentially putting Westcan out of business. Westroc's position was 

much the same as McCains. Westroc supported the application put forward by CENGAS. 

Westcan argued that one of the reason they participated in the proceeding was because they 

were small operators, and have a unique position in the marketplace. 
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9.0 The Position of the Goveroment of the Province of MrmlIDihl@\b)ru 
("The Government") 

The Government indicated it was maintaining a watching brief throughout ltlhe fPllr(l)(C~~ 

md took IIlO position on any of the Dssues. 
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The application before the Board is an application pursuant to Section 44(3) of the Act which 

provides that " the Board may review, rescind, change, alter, or vary any decision or order 

made by it." The Board bas been asked to review an order made by it, and as a result of that 

review, direct Centra to do certain things whic~ in the opiniom ofCENGAS. have been 

directed by the Board in Order 79/98. 

It is indisputable that the Board has jurisdiction to enforce its own Orders, and that the 

Board's jurisdiction to enforce its Orders includes the authority to direct a utility under its 

jurisdiction to refrain from a practice which is contrary to a Board Order. This Board has 

also consistently exercised jurisdiction over both the GPA and the MRP. which are the 

principal means by which it is alleged by CENGAS that Centra breached the Board Order. 

In addition, the Board has general supervisory jurisdiction over all public utilities which 

provides authority to the Board to take appropriate action against any effort by a utility to 

engage in a practice which is contrary to an Order. As fu.rther guidance on the matter of 

jurisdiction, the Board has reviewed the April 1997 decision of the Manitoba Court of 

Appeal 

The isgne before the Board is a request to determine if Centra's actions are cOJllSistent with 

the direction in Board Order 79/98. The Act contains a number of specific sections which 

clearly establish the Board's jurisdiction over rates and other matters. These sections were 

reviewed in considerable detail during the course of the hearing. As part of its rate-approval 

authority p the Board bas in the past reviewed the buy-sell arrangements between Centra and 

the Brokers, and will continue to do so. Consistent with the Board's position on jurisdiction 

in previous Board Orders, including Board Orders U 19/91,146/91,8/94, and 3/96, all of 
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which relate to the buy/sell ammgements~ the Board agrees with the case JlDUlI~ flOllTWW lbly &llll 

parties, other than Centra, that the Board has jurisdiction over this applicmtJilOlRll. 

Centra argued that the matter is a contract dispute betweem Centra an«ll the lBrotemp 2l1ID«ll 

relates to the mtertpretation of a commercially negotiated contract, wlhlclln slffiounll«ll be !lllmrtdl oo«ll 

detemiJmed in a court of law. The Board does not agree with that view. The ~llii~~lO)rm 

requires a review of Board Order 79/98 and IlL review of JPRvioUs Orde.m Irena\bi!m~ ft«lJ fclhle 

buy/sell arrangements between Centra and Brokers. With the C~IO)l1!\ off ilil1':llissune alB 

HI review of Board Order 79/98 to detemrnme ifCentJra has oomplied,. arm«l\l!ll(])\t alB ~ 

mteIlJPretation of the contract, the matter is clearly withlIm the Board's jllBll1is«lbi.cfoilOlIID. 

liIItl The Merits of the AppliclltiOD 

CENGAS stated that the Board has to answer two questions in dealiJmg Wlitln ilie RSS1l1lte lO)iffillne 

m.erits of the application. The first question is whether Centra breacJmoo Bom-uil Qrdlm 19J1~g 

m terms of the shareholders failing to bear all of the $27.25 milliorm. The Se.tlOllDlall i!llMeslt1ilOlIITl n$ 
whether Centra has a legal justification fOIr breaching the Board's OrdeJr. The lBllOln lhlu 

cOlillSidered these two questions. as well as the material referred to by !IIll.U c01l.llllllSe~ rum aIT'1l'lhfliml~ 

at its decision relative to the merits of the application. 

Under Section 121 of the Ac~ the Board must approve rates charged by ai jpll1!blliilC llJ1illfitty. ITrm 

respect of that authority the Bomi stated\, on page 102 ofBoani OrdleJr 19/f}$p ~ dbismllllowoo. 

price management costs would be excluded from gas costs to be borne lbly tllne ··slh!Burelbtolltdl~·. 

By saying this, the Board was referring \to a rate setting comtext in which disaillllowoo W&m Me 

lIlot to be included in determining revenue requirements for rate settiJmg PUll]ftOses. The 

distinction made in Board Order 79/98 between costs to be borne by customeIrS orr Im~ejpaye11'S 

as opposed to costs to be borne by the shareholder is for rate-setting pwposes ol!lllly. The 

decision, as set out on page 145 in the operative section ofBcard orner 79/98, very cllcully 
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states that certain price management losses, in the aggregate of $27.25 million, will not be 

allowed as a component of revenue requirement for rate setting purposes. 

The Board has reviewed Board Order 19/98, and in particular paragraph 10.10 of that Order, 

and finds that all matters within the Board's jurisdiction have been complied with by Centra. 

'The Boam's answer to the first question posed by CENGAS, therefore, is that Centra has not 

breached Board Order 79/98. Having arrived at this conclusion for the answer to the first 

question, a response to the second question is, in the Board's view, oot relevant or required. 

One of the additional arguments put forward by CENGAS is the Board's obligation to protect 

the public interest. The Board acknowledges this obligation and, in an effort to ensure that 

its decision 011 this matter does in fact protect the public interest, reviewed the history on the 

evolution of the l\IIRP. In doing so, the Board's objective was to presenre the principle that 

customers should 1110t be adversely affected whether they choose to purcbase their gas from 

Centra or firom a Broker. The Board believes that: this principle bas been preserved. 

At the inquiry into the direct purchase of natural gas by Manitoba consumers held in July 

1991, Centra proposed, and the major intervenors agreed, that the Board should approve a 

generic form of western buy/sell agreement between Centra and the Brokers" and that 

approval or review of my specific arrangement between a Broker and any other party was 

unnecessary. In Board. Order 119/91 p the Board stated that it would be inappropriate and 

limpractical to review and approve each and every individual contract among the various 

parties to a direct purchase transaction. The Board further stated that any risks inherent in 

direct purchase agreements must rest with the end-users. Board Order 119/91 set out certain 

generic requirements for any contract between Centra and a Broker. 

Board Order 146/91 approved a form of generic contract between Centra and a Broker. 

Clause 4(1.) of that contract defined the MRP to be equal to the cost of natural gas, exclusive 

of any transportation charges "included in Centra's sales rates and recovered by Centra from 
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time Itc time in accordance with an Order of the Board." That clause cReareR, s~ OU1la ftl'me 

UIO\dlerstanding of all parties at the time !regarding equivalency so that the bUll' pll'li(Cte aum!dl ilite 

seiR price should always be the same. 

llIlll Centra"s 1995 GRA, the Brokers asked the Board to instruct Centm to cfmmgte rclhlte 

calIcWm.tion of the MRP by including the results of price management The Brolkem ~~ ~ 

that time that mclluding price management revenues and costs in the caJlcWlmtiollll of tllnte lWruP' 

would result in the proper pricmg signals being sen~ and would1not pre]umce CBOlDJ]ltWS wlh\(Q) 

mter into a direct purchase agreement. 

Cen1ln. evenruaUy adopted the position of the Brokers as set out m CeIIlIn' $ s1lllpjiDRmmm~m:v 

evidence dated Novembelr23, 1995, rued as part of the Decemb« R99S lbIemrrfurng. 1Jlnmft 

evidence clearly sets out the argument that the mclusi01lll of price mmagememlt re.mllfts fum filln.e 

wcWIatiollll of the MRP "supports the theory of equivalency fum that the bUJf price aJS JPlmll~ ~y 

Centra tOl the Broker and the sell price as paid by the clDStomer m the w(S:S rrme rdJlre 1Illll~enJf 

the same" smce all cost of gas items mclwiing hedging resullts are oolUlectoorum tlhle JP>GV A m~ 

disposed of in some future period." That ]pOsition was supported by the Bll'ol\{le!i"S md lift Wml$ 

on that basis that the Board agreed with the consensus reached by all! mteresited pu&Ji~ 1dl1lll~ 

issued its decision in Board Order 3/96. In its fin.dm~ the Bam! oollllSidere«ll ~e oormsmsu 

proposal to be fair - the buy price and tb.e sell price should be equal. 

The Board views the principle of equivalency to be of paramoWlt wporiamlCf: lillll es~~nnslbilllD1g 

the relationship of tile buy/sell agreement between Brokers md Centra lIn tlble Bon's vne'W. 
the issue Olf equivalency was clearly stated in the generic contract approved \by ilie lBSon fum 

Board Order 146/9l. The issue of eqwvalency was further endorsed by BrolkteJrS m«ll CelIll!.rn 

when the MRP was changed to include the results of price management m B(l)arrcl oroleJr 3/96. 

At that time, all parties agreed that price management results must be inchlld\ed m the lVlRJP t(l) 
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conform with equivalency, and the MRP is to be calculated based on costs allowed in rates as 

opposed to actual costs. To do otherwise would violate the equivalency principle. 

Recognizing that there could be a discrepancy between actual costs incurred and costs 

allowed in sales rates as approved by the Board, paragraph S(b) of the GPA provides for 

adjustments resulting from timing differences such as delays in clearing the PGV A balances. 

This provision oftbe GPA appears to take into account the principles of the regulatory 

regime established by Board Orders 119/91, 146191 and 3196, and provides further support 

for Centra's actions. 

In arguing the merits of the application. CENGAS addressed four sub-issues being: 

1. the commercial context of the GPA; 

2. the plain and onfuwy meaning of tile OF A; 

3. the effect of Board Order 3/96; and 

4. the retroactive adjustment 

In dealing with the commercial context of the OP A, CENGAS made the point that the 

hedging losses that Centra is seeking to recover against direct purchase customers are not 

related in any way to the direct pwcbase volumes, which are not price managed. In the 

Boud's view this argument is not relevant. What is being determined is the MRP, which is 

computed based on Centra's cost orgas included in sales rates. The issue ofvolwnes is 

simply not relevant, and the Board has placed little weight on this argument. Centra is not 

seeking to recover losses from direct purehase customers. Rather, the calculated cost of gas 

bas been overstated and overpaid, and must now be refunded to Centra. 

CENGAS arguecll that the plain and ordinary meaning of the GPA does not support Centra's 

actions. CENGAS acknowledges that the wording of the GPA prior to 1996 clearly linked 

the calculation of the MRP to Board approved sales rates, but that linkage is not included in 
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the GPA for 1996 and 1997. CENGAS further acknowlooged that CeJ!l\n w(!)U!lRd llnmv@ ~ VfE)J 

good case if the linkage continued to exist The Board approved a geJllleric fOrrlllll\ clf OOIID\1rraltcft fum 

1991 that cieady linked the MRP to the Board approved sales rates. This llR1rnbge nSl 

consistent with the principle of equivallency. which is fundamental to tlIne \bl\lly/seJill 

amngem.en.l The Boam heard no evidence throughout the proceeding as to wllnr 11l'me wcrrtrllJiJrng 

iBn clause 4(a) oftbe 1996 and 1991 agreement was cbanged to delete the ~ ~c ]Blcn 

approved rates. However, the absence of this reference m the OrA fum md off nmell.lf OO~ lffiCi1 

Un my wa.y change the requirement for the contimwiolll ()f the fundameBllhill prrfumciJiillle clf 

equivalletmce. 

CENGAS argued that smce the issue of Bow Ord« 3/96 and will.11wy ()f 199~p Cmlfbi'!l_ 

not mcluded, nor suggested,. that the price manageDllent impacts would mdy llDe 11l'mose mllllo'WtOO 

by the Board. CENGAS argued that because Centra lIwi always callcWa~edl ftllie MrJruP> 1lD~ 

on acWall costs, they should n()t be allowed to change the callculatiol!1l. The lBo.mmdl RSl of frlhle 

view \that \lmti! July 1998, emma coulldl do n()thing else but callaalate tl'me MORP 1balSOO Clffi 

actual!. oosts. The adjustments proposed by Centra.are simply ill resunit of a Olelay fum cllemmirrn~ 

the PGV A. This type of adjustment is, in the Board's view entirely, ooIDlSisfrentt WJifdln 11l'm~ 

adjustoment provisions ()f the GPA as set out in clause 5(b). and consistmtt wnfu 11l'm~ jplrrfumcijpllle 

of equivalence. 

The fourth sub-issue argued by CENGAS in support of the merits of the case lis tllne liSSlllle ~f 

retroactivity. lIn the Board's view, the retroactive issues considered in Boud OrdeR" 3/915 Bllre 

not the same as the issue currently before the Board. In the cwrent mmmcep ilie Bon vii~8 

the adijustment to the MRP. n()t as a retroactive adjustment. but rather as m adljmweIllIft 

resulting from a delay in clearing the PGV A, in accolidance with the provisiom olf Cna1llS~ 5(0) 

oftbeGPA. 
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CENGAS made the argument that Centra was negligent in the administration of its price 

management program. and as a consequence, the costs arising from Centra's imprudent 

actions are to be borne by the shareholder. The Board agrees that certain price management 

costs were imprudent, and should therefore not be included in rates, which is exactly the 

decision as set out in Board Order 19/98. Failure to extend that decision to the calculation of 

the MRP would result in an inappropriate overpayment to the Brokers. The Board also 

agrees with the position of CACIMSOS that it makes no sense for Centra to include 

disallowed costs in the payment to Brokers. The basic principle that the existence of the 

buy/sen anangements should not prejudice any customer would be compromised if the 

CENGAS argument was accepted. 

On balance, the arguments put forwanl by CENGAS are not underpinned by the historic 

record established in the regulatory proceeding as contained in Board Orden 119/91. 146/91 

and 3/96. In addition, the Board is of the view that Centra's adjustment to the MRP as a 

result of Board OMer 19/98 is specifically provided for in paragraph S(b), and is consistent 

with. the principle of equivalency which was previously supported by all parties. It is the 

Boml's conclusion, therefore, that Centra is not in breach of Board Order 19/98, and the 

application of CENGAS should be denied. 

The Board further notes that Board Order 15198 ordered Centra to develop a Western 

Bundled Transportation Service which, whelm implemented, will eliminate the need for the 

current buy/sell arrangements and the calculation of the MRP. The Board expects to hear 

this application in 1999 for implementation by November 1, 1999. Accordingly, the Western 

Bundled Transportation Service win allow the Brokers to manage their supply separately 

from that of Centra. 
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The application ofCENGAS dated.August 20, 1998 BE AND IS 1HfER.BBY DlENJIElD>. 

~., 
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THE PUBLIC UTILITIES BOARD 

''G. D. Forrest" 

Certified a true copy of Order No.6/99 
issued by The Public Utilities Board 




