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MANITOBA 

THE PUBLIC U11lmES BOARD ACT 

BEFORE: G. D. Forrest, ChairrflM 
D. L Barrett-Hl'ominchuk, Member 
1. Chiswell, Member 
J. Hillard, Member 
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» Order N@. 11tH 
» 
» Jul115, 199& 

M APPLICATION IY CENTRA GAS MANITOBA INC. fOR AN ItnEFUM U..pMTE 
I!)RDER Of niE BOARD TO: 

1. APPROVE A CHANGE IN lASE SALES MTES AND IN THE WEIGmtD AVERAGE 
COST Of GAS, EfFECTIve fROM JULY 1, 199610 DIECIEMBER 31,1. 

2. APPROVE, ON AN INTERIM BASIS, AN ADOmONAL RATE RIDER, EffEtnVE 
fROM JULY 1, 1996 TO DECEMBER 31, 1991 D TO REFUECT THE INTERIM 
DISPOSITION Of THE 199& PURCHASE GAS VARIANCE ACCOUNT. 
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By letter dated May 31, 1996, Centra applied to the Board to approve, on an interim ex-parte 
basis. a change in its weighted average cost of gas ("WACOGD) and base sales rates to be 
effective July 1, 1996, and also to approw an additional rate rider to reflect the interim 
disposition of the purchase gas variance account ("PGVAD). 

In its application, Centra stated that the increase in rates is r;quirad solely to recowr ~ 
199G costs of Western Canadian supply gas. Centra stated that the requested rate increases 
will result in an approximate 8.8% increase in annuaJ costs owr the rate that is currently being 
billed to the typical residential customer, and that increases to the large general saMoa and 
interruptible customers will be in the 10% to 20% range, depending on consumption. 

Effective February 1, 1996, as a result of public hearings held in November and December 
1995. Centra had reduced its 1996 sales rates. in Board Order 3196 dealing with that rate 
reduction, the Board stated that: 

Gin apptcMng these rates, the Board notes that the cost of gas embedded in these rates 
as applied for by the company are at the low end of the price spectrum. Variations 
affecting the final price to consumers will be determined by weather and I'fWkst 
conditions over the next 11 months. The actual cost of gas wiD be taken into 
consideration at the time of the setting of the rates for 1997 and could well be higher than 
the gas costs embedded in the February 1. 1996 rates. • 

Because of the significant increase in gas costs in 1996. the BoaId declined Centra's request 
for an ex-parte application. All parties of record at the 1995 General Rate Apptication rGAA1 
were notified and sent a copy of the appfication, a ~ of application was publ'lShed in 
newspapers throughout Manitoba, and a public hearing was held at the Ramada Marlborough 
Hotel in Winnipeg, Manitoba on July 2. 1996. 

5.1 The Application 

5.1 1996 C@d dri Gal 

A significant portion of Centra's gas supply portfofio is sourced in Westem Canada, either by 
way of a long-term supply contract with TransCanada Gas Services Ud. or on the spot matket. 
Centra's Western Canadian gas supply cost is variable and 85% is indexed to the NewYQfk 
Mercantile Exchange rNYMEX-) natural gas futures market and 15% is indexed to the 
Canadian Gas Price Reporter ("CGPR"). 

The gas cost that is currently imbedded in the 1996 sales rates is S1.343IGigaJouIe rGJ,,}. 
That amount was based on the average of the NYMEX settlel"l1eflt prices for the 20 tmding 
days from October 30, 1995 to November 27, 1995. 
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In f'i'Iid..Oecember 1995. the 1996 NYMEX COIib8ds began II dramatic increase in both price 
and volatility. 'The increases were due to the significantly colder than noonaI weather being 
experienced throughout North America. The sustained cold ~r also caused North 
American storage inventories to be depleted to very low levels. resulting in the expectation of 
high storage refill requirements in the SUrrlfMr of 1996. causing summer prices to rise. The 
sustained upward pressure on prices has caused the NYMEX prices to rise for tOO 1996191 
w;ntsr months as well. 

Centra has calculated an updated supply price based on actual prices for January through 
April. 1996 and NYMEX and CGPR indexed pricing for May through December. 1996. The 
NYMEX figures are an average of settlement prices for the 20 trading days from April 11 to 
May 8.1996. with adjustments for basis differential and US 1BXChange. These cost changes 
result in an average annual Western Canadian supply unit cost of $1.707/GJ compared to the 
$1.343IGJ imbedded in the current rates. 

For the period July to December. 1996. the resulting average supply cost is $1.6901GJ. 
representing an increase of $0.347 /GJ. which is the increase being requested by Centra in this 
application. 

Centra stated that although other cost increases are expected fto occur. Centra is proposing to 
update only the Western Canadian supply cost in this app4ication because Western Canadian 
supply costs are applicable to all customer rates on a flow through basis. with 00 custoow 
class cost allocatiOn issues to be addressed. The greatest portion of the expected balance in 
the PGVA account is attributable to this oomrnodity cost increase. and all other compcnents of 
the PGVA will be reviewed subsequently when the 1996 PGVA is further examined. 

5.2 lltirlm DlipoSItl@D If 1991 NOVA 

The function of the PGVA account is to caPture the difference between the actual cost of gas 
and the cost of gas imbedded in the sales rates. This ensures that the Cust()r'Mf pays no i'TIOm 

or no less than the actual cost of gas and that Centra wiil ~ gain or loss as the cost of gas 
fluctuates. Centra advises that when the actual s~ prices from January to April. 1996 and 
the estimated prices from May and June. 1996 are applied to the estimated volumes, &l shortfall 
in gas cost recovery of approximately $10.0 million is expected. Centra has requested that this 
shortfall be recovered through a rate rider over a period of eighteen months commencing 
July 1. 1996. 
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It was the testimony of Centra that: 

-when the PGVA was established a few years ago. certainly the Centra witnesses at the 
time. without particularly defining the level. indicated that there was an amount which 
ought to operate as a trigger for disposition of the PGVA and. in the appropriate 
circumstances. disposition during the year rather than waiting to the end of the year. In 
our view, an amount approximating $10 million exceeds an appropriate trigger lewl and 
that. accordingly, it would be appropriate to dispose of that at this time.-

(Transcript page 23) 

Centra's application states that there have been and will be variances other than Western 
Canadian supply costs in the 1996 PGVA account. The residual balance at December 31, 1996 
is forecasted to be $2.685.000, owing by customers to Centra. ~ng the nat of all 
applicable PGVA variances other than Western Supply costs. including the effects of higher 
volumes. increased use of storage and spot gas, and higher fcnign exchange costs. Centra 
expects that the accumulated balance in other deferral accounts related to such things as 
capacity release credits and heating value plus related carrying charges will provide an offset to 
the expected residual balance in the PGVA. Centra is therefore suggesting that the residual 
balance of the PGVA account be dealt with at a later time, 6kely m the expected 1997 GAA 

6.0 INTERYENOR POSmONI 

1.1 ~lCIMSOS 

CAC/MSOS stated tt)at there has been a dramatic increase in the cost of gas that cannot be 
ignored and is not in diSpute. They baliew that there is no indication that the forecast of 
$1.70!GJ is unreasonable or imprudent. and it would therefore be Dang irresponsibfyD to 
oppose any increase in the base rate. Although CAClMSOS dos not oppose the inaease 
requested by Centra. they suggested that the method of forecasting gas costs might be looked 
at in the future. 

On the matter of the PGVA account. CAC/MSOS recognizes thai the balance in the PGVA 
account -is significant and of genuine concem8. but suggested that the disposition of the 
account should be deferred and be dealt with in the context of the GRA in the fall of 1996. lid 
that time the balance in the account will be more certain and a rate rider could be implemented 
in 1997. along with other rate adjustments that might come out of the GRA. In the alternative. if 
the Board was inclined to implement the rate rider effective July 1. 1996. CAC/MSOS is of the 
view that the eighteen month recovery period is appropriate. 
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Direct cfld not oppose the application for 8 rate increase and did not take a position with 
respect to the treatment of the PGVA. Direct is of the view that Centra, when forecasting gas 
costs. is sending incorrect price signals. 

Municipal argued that the PGVA account should be -cleaned ups in the 1996 fiscal year, and 
not carried forward to 1997. Municipal sought a six month rate rider to recover the estimated 
$10.0 million that has accumulated. Municipal also made the point that the application is an 
example of the false commodity price signals that Centra could send to the market. and that 
the procedure of creating a PGVA account should be revisited. Municipal did not oppose the 
application for a rate increase. 

The Board is of the view that the issues related to commodity market price signals raised by 
certain intervenors is a matter currently being considered by this Board in a separate hearing, 
and it would therefore be inappropriate to address this mattsr in any way in this Order. 

The matter of ~ dramatic increase in the cost of Western Suppty gas and the resulting impact 
on the PGVA account is a matter that was-not disputed by aff'/ parties to the proceeding. There 
was no opposition by any intetV8f'lOf' to the requested increase in sales rates as a result of the 
increase in 1M cost of gas. nor was there any suggestion that the estimated balance in 1M 
PGVA account at the end of June, 1996 as a result of the increase in the cost of Western 
Supply shoutd not be recovered. The ooty-di$8greement was the reccMry peOOd. 

The brd is of the view that the requested increase in rates for the period Juiy 1. 1996 to 
~ 31. 1996 as a result of the forecasted increase in the &Wrage cost of Wsstern 
Supply gas to S1.69OIGJ should be approwd for all gas consumed on and after July 1, 1996. 
The Board is also of the view that an interim disposition of the estimated June 30, 1996 PGVA 
balance by way of a rate rider should be approved, based on an eighteen month recovery 
period commencing July 1, 1996. The prudency of costs included in the 1996 PGVA will be 
examined at a later date. 

Because Centra has made known its intention to file a GRA for 1997 rates, and because the 
issues of rates will be further addressed at the GRA public hearing in the fall of 1996. the 
interim rates flowing from this Order will be approved only until December 31, 1996. 11 is 
expected that a new schedule of rates will be implemented to be effective January 1. 1997. 
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Jutys, 1995 
Board Ord« 79196 
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'f'h8 Board is satisfied that Centra has justified, 00 a prima facie basis, the need for I _ 

~ at thSs tir'na. Centra, consistent with its gas cost determination practa, has 
OOequately demonstrated to the Board that mari<et prices have increased since the beginning 
of 1996 and currently continue to be higher than the gas cost embedded in existing sales rates. 
The Board acc:epts the position agreed to by all int~ that rates should be adjusted at this 
time to minimize the continuing build up of the PGVA thai O1herwise would occur if $1.343JGJ 
mmainad ~ En rates. 

Acc:ofdingly, the Board will appI'CMl Centra's appfication for interim rates. Centra will be 
required to provide full particulats of its natural gas costs for 1996 at a later date, likely at the 
1997GAA 
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1.0 fir II THEREfORE ORDERED THAT: 

1. The requested rate schedule for firm sales and firm T-SeMce, attached as Appendix A. 
BE AND IS HEREBY APPROVED ON AN INTERIM BASIS FOR ALL BILUNGS BASED ON 
GAS CONSUMED FROM JULY 1, 1996 TO DECEMBER 31, 1996. 

2. The requested rate schedule for intsiTlIptible sales and intenuptible T-SeMce, attached 
u Appendix B, BE AND IS HEREBY APPROVED ON AN INTERIM BASIS FOR AU. 
BlWNGS BASED ON GAS CONSUMED FROM JULY 1,1996 TO DECEMBER 31,1996 
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"G. o. BARRON II 

Secretary 

THE PUBUC UTlUTIES BOARD 

"G. D. FORREST'" 

Secretary 



1_ '>)-'0 • 

1 
2 
3 

.. 
5 , 

., ~!i!'lt.ozyc 

~ID.I~DIC .. 

r1nl hle. ud !'a~lN 
~1. 

AfPUDDlA 

~e~l~ 2 .. 1,,1 
~1" 1, 19" JI. ,. 0' 1 

bt.im Mtun1 9&&1 lNn'iee UM of tM~, 1Ml\!~ ~11 S@M~o 

3) Z\.,ml1~lU.ty8 /I@S ... r@i' ~l.ill I!BUppUGCJ tbrma9h «me @l~.tie Id~~ ~tOl' OI'A Il tim , ~.l.o 

10 LOS , ~h"lee ... 'Off 91111 MU.ftnd thnmgh Oft. Mlt«ill!' @t~ ~ 
11 ~.tie ~1~ ~.r. @D • f~ ~! •• 

12 
:13 
14 

15 
16 
11 
18 
\t 

20 

21 
22 
:u 
24 
2S 
26 
:n 
21 
~, 

30 
:31 

btllls 

32 ~iAwa 

J'u~ Nmithlr ChU'9Su 
801 $A1811l 

U3& eM TeS.nice 

~MPrlg8 

$01 lale. 

~s S.l~. ~ Te Sorvlee «::1... .-

$1@000 par ~ftth 
50. 00 JPI1lZ' INonth 

IGS 
&!lu 
U.8» 

SO.1684 

loGS L@A'! 

b1u X=smaw 
Uri'» 

- 0 to 680,000 ra' AmluaU.y $O.lil41'l O.Ol.ltl 
el&.. l . 

... G80, 000 t@ 1,100 e @CO .' Almuu11 0 0 1~ 30 «». O~t~ 
eh .... 2 

... 1,100,000 t@ l,4\oo,ooo 'II' ~u .. lly @.1~22 @002t1 
C1allil 1 

.. ~If 3,400,000 'II' ~taal1J . 001211 @,,028$ 

lpecb.l C@lluaet ruN Monthly ~ 
lpaeh.l COntract C§ ill :dU:y ~ 

41,200.00 
@o·OOlU6 

.n »!ontbly BU.ls liqu!ll t.@ the "iM~ Monthly ChIU'911i &\II d4iiBcrlbtd ~. 

34 ~t. ~a~nt 
35 Ch8r98. ~ lAt. pAym8nt eh~ of 1 1/2' par aontb ObAll be e~ ~ ~ 
l)6 doUu ~ (§Vi.ng 0ftu Mch bUU1ll9 due dalte& 'rM he d&t. w111. 
31 M at leaR 21 daye .ftar tu fMU~ d&t. @f tM biU .... 

31 ~ff.ctl~8 aat.. to be e~ed for ~11 bl11~. b&~ @Il 9all @@n~ ~ ~ 
39 ~fter July 1, 19"& 

ca@ 



• l .. -. •• 

1 
:. 
J 

~ 

I , 

, 
I , 

l@ 
11 
12 

:u 
1'­
U 

l' 1'7 
18 

l' 20 
21 
!2 
:u 
24 

25 
2' 

27· 
21 

2' 
l@ 

:u 
la 

:u 
3'­
l!5 

36 
:n 
38 
3t 

3C 
41 

!<3rd.t@f'fs 

AV$U.~1U.t18 

~Gi:'V1c.u 

bt •• B 

~ti) 'cl».:ymsnt 
Chuge. 

lUfQbetlwu 

~@'u~~De$ 

APP~~~D!I 

Se~lt1 ~01 .. 2 
J1II1,. 1, 1'" 
P8P 1 @f 1 

X~pt!.bl. !Sal~8 &!lid XDtiJ~1bl. ""'~lN 
~d!!ft~' 

ifttin Mtw:-&1 931 ~1@l) &"M @f tha~, wl~ all ~~. 

r@l' OJ Wllt@@M1' lilt @De loeatlOD wheel. ut.u&l ~a. g'~1r~ntlJ 
~ lM" u~ QM\a!il "atll @f 3~O"OOO .fA ~ vb@ C@fttr&ct f@r sueD'A 
Hniee f@tt • IlUft~ of @ft8 ~. Sale. ~l!:' thi. rat. ISb&U be 
UmtMl t.@ til. ~8ftt that tM ~f <!:Ouidu'1II it. ~I!II 4\vlli.b.bls 
IMturd 9&11 fWppU.S." 

Shan be &greMt4 upon ~ ©cotl'Am bet~1!i Wllt~1f' Md ~ftr 
l'tlcogn15iftg, ~ft9 @ther f~etor., the .1~ &Dd eh&ract~ri8tlc @f 
CUllltC!l!'Hl"1I ~!.r~ftt.u 6ilOWlt of faeU.ltltlll nqulE'M t@ ~ 
eoftlltnet.@HS by ~pany, a1n1mua p'u:cba... cb119&tloft of eta.tomel', 
~rlorlty of d.ll.~rr •• rvlce, &ad t,egm of cont.ract. The COfttKact 
mb~ll be fl1sd vlt.h The Public vtl11titl' ~o 

~i@'11 

Ch.u .. 
- 340,000 t.o '80 0 000 .' bftuaUy 

--
Clcu.3 

... '80 II 000 t@ 1, 1@O(J@009 'Ill' 1WUlAUy 

CllA.. 2 
... 1,700, @CO t.@ 3/1 400 e 000 .• ' hYmully 

elllllil 1 
... ~ 3, 40@, OOC 11J' ABui\!l@.11y 

,~~ ~\!lpply ~ Actual Co~t @f 
Paak!Dg Ga. D811v~g~ Plus & 
D811v~ ~9. @f 

8&l01il 

.Ibt;1U 
(Is', 

'f-SGtln'!e@I 
~. 

«Ira»» 

$@o@'" S@.02l~ 

@009" @o021~ 

@o0961 @ .. 205 

@ .. ~!i' O.Clt~ 

@.@a08 !iIi. 

1\ l~t. p&ym.snt. ehu~. of 1 1/2\ "I: IIIOnth IIMll b@t ehuc;Ml @I& t.iNa 
~UU' ~ cwi..w.; Aful' each bUU,ng d1le <£at.. TM d'llltl dat. ",U1 
be at 1~&.t. 21 day •• ft~r tb8 ~11tn9 d&t.e @f ~ bill.o 

~llt.1I to N t§hu9ed ~O~ aU IbUUJiD91J IM~ CD ~u t§@1!l11l~ 00 ~ 
&ft~r 3uly 1, 1"' .. 




