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1.0 EXECUTIVE SUMMARY

This Order directs Centra Gas Manitoba Inc. (“Centra” or “Utility”) to file with The Public
Utilities Board (“PUB” or “Board”) on or before August 30, 2024, a General Rate
Application for Centra’s 2024/25 fiscal year. Centra has the option of including additional

test years beyond 2024/25 in the application.

A General Rate Application (“GRA”) is a public hearing process at which all of Centra’s
costs are reviewed by the PUB. The costs approved by the Board are then allocated to
various customer classes (through the Board-approved Cost of Service Study) so that
rates can then be designed to recover revenues from each class that match the approved

costs allocated to that class.

As confirmed by the Manitoba Court of Appeal, the mandate of the Board is to set just
and reasonable rates for public utilities by balancing the financial health of the utility and
the interests of consumers. The Public Utilities Board Act (“the PUB Act”) provides that
the Board may fix just and reasonable rates and charges, as well as reasonable
standards, classifications, regulations, and practices.

Centra’s last GRA was for 2019/20 and since then there have been many issues
documented in PUB Orders that require review and resolution to ensure that consumer

rates are just and reasonable.

The Board expected Centra to file its next GRA soon after the Board approved, in 2022,
Centra’s new Cost of Service Study. While there have been delays, Centra’s recent
indication that it would file its GRA on June 21, 2024 would allow the Board to reset rates
that were last setin the 2019/20 GRA. Centra is a major utility with almost 300,000 natural
gas customers. Those customers are entitled to receive safe and reliable service.
However, in return Centra is entitled just and reasonable rates for providing this service.

Without a firm fixed GRA filing date from Centra, there is uncertainty as to whether
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consumers’ rates remain just and reasonable. The Board accordingly exercises its

authority to direct Centra to file a GRA by a fixed date.

2.0 BACKGROUND

2.1 Introduction

Regularly resetting Centra’s consumers’ rates through a GRA is an important regulatory
procedure to avoid sudden, sharp, and unexpected required rate increases that may
amount to consumer ‘rate shock’. During prior GRA proceedings, the Board has been
advised that rate stability and predictability are desired by all consumers — including

residential, commercial, and industrial.

A brief history of Centra’s GRA filings, and the Board’s requests for such filings, can be

traced through Board Orders:

2.2 Board Order 208/02

Following Manitoba Hydro’s 1999 acquisition of Centra’s natural gas operations, the
Board noted in the 2002 Order 208/02:

In response to a number of concerns expressed by Intervenors, the Board
requested Hydro and Centra to establish a more regular schedule for
periodic rate reviews for each utility to improve the efficiency, effectiveness
and timeliness of the regulatory process. The Board also directed that the
time period between GRA’s for each utility should not exceed three years,

even if no rate changes are requested. (emphasis added) (from page (ii) of Order
208/02)

2.3 Board Order 152/19

The last two General Rate Applications (“GRA”), at which Centra appeared before the

Board to review and set revised consumer rates occurred in 2013 and then next in 2019.

As was noted in the 2019 GRA Board Order 152/19:
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Centra has not appeared before the Board for a GRA since 2013. At the
Cost of Gas proceeding in 2015, the Board expressed concern that Centra
had over-earned net income over the three-year period since the 2013/14
GRA at a level approximately $9.5 million higher (when the effects of
weather are removed from calculation of earnings) than what was approved
by the Board at the GRA... As such, the Board directed Centra to file a full
GRA on or before January 20, 2017, at which time Centra’s earnings were
expected to be reviewed. Despite this direction, Centra did not file the
current GRA until November 30, 2018. The GRA was filed only after the
Board imposed a fine on Centra for non-compliance and after Centra’s non-
gas rates reverted by direction of the Board to the levels approved as final
in Order 85/13. (from page 5 of Order 152/19)

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. (from page 131 of Order 152/19)

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...
...Centra should not delay in bringing a GRA or Cost of Gas application to
the Board. The Board may consider the timing of future requlatory
proceedings, including the next GRA and the Cost of Gas application, at or

after the conclusion of the cost of service study methodology review.
(emphasis added) (from page 131 of Order 1562/19)

Board Order 58/22
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In a procedural Order related to Centra’s 2022 Cost of Service Methodology Review
public hearing before the PUB, the Board issued Order 58/22 which stated:

The Board further finds that it is premature and not within the scope of this
proceeding to review the implementation of any COSS (Cost of Service
Study) methodologies that may be accepted by the Board. Any issues
related to the implementation of any new COSS methodologies should be
addressed following the Board'’s issuance of its final Order and Centra filing
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its compliance submissions. The Board expects the next Centra General
Rate Application will include consideration of COSS matters. (emphasis

added)(from page 17 of Order 58/22)

Board Order 109/22
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In this detailed 2022 Order the Board approved the many changes to Centra’s Cost of

Service Methodology (which changes are to be implemented in Centra’s 2024/25 GRA

and then reviewed and approved by the Board for final implementation in new rates) and

the interim rate relief for the Special Contract customer class. The Board Ordered:

2.6

Centra shall file, together with its next general rate application, confirmation
that it has implemented the changes to its cost of service methodology
approved in this order and that its cost of service study filed in the general

rate application conforms to the Directives set out in this order. (from page 94
of Order 109/22)

Board Order 106/23

Because the interim rate relief to the Special Contract customer class (as approved in
Order 109/22) was time limited until November 1, 2023, Centra applied to the Board to

extend that interim rate relief. In Order 106/23 the Board found:

The Board approves Centra’s request to review and vary Directive 7 of
Order 109/22 to extend the interim rate measure for the Special Contract
class until the Board issues a final order in Centra’s upcoming general rate
application. However, the Board considers it unnecessary to impose a
specific expiry date at this time.

The rationale for the interim rate measure approved in Order 109/22
continues to exist. When the Board issued that order, the timing of Centra’s
next general rate application was uncertain. At this time, Centra has advised
the Board that it plans to file a general rate application in late 2023. As a
result, the Board considers it to be just and reasonable Order No. 106/23
September 13, 2023 Page 4 of 5 for the interim rate measure to be extended

until the Board makes a rate ruling in that application. (emphasis added) (from
page 3 of Order 106/23)
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2.7 Board Order 6/24
In the 2024 procedural Order 6/24, in advance of Centra filing its expected 2024/25

General Rate Application, the Board noted:

Centra Gas Manitoba Inc. (“Centra’) is a natural gas utility wholly owned by
Manitoba Hydro. Centra expects to file a general rate application for
2024/25 rates in the spring of 2024. In anticipation of and in preparation for
that filing, the Public Utilities Board (“Board”) is issuing this procedural order
which does the following:... (emphasis added) (from page 3 of Order 6/24)

28 June 21, 2024 Filing Date for Centra’s 2024/25 GRA
Following further GRA filing delays by Centra, and to enhance efficiencies, the Board

coordinated a draft hearing timetable among Centra and possible Interveners.

The filing date of Centra’s 2024/25 GRA filing was communicated amongst all, by Centra,
as being Friday June 21, 2024.

However, on June 21, 2024 Centra sent a communication advising that the GRA filing

had been paused, with no new filing date provided or explanation for the delay provided.
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The Board has broad supervisory jurisdiction over Centra as a public utility, under The

Public Utilities Board Act including, but not limited to, the following statutory provisions:

27(1) The board may of its own motion, and shall upon the request of the
Legislature or the Lieutenant Governor in Council, inquire into, hear, and
determine any matter or thing within its jurisdiction.

64(1) Where

(a) it is made to appear to the board, upon the complaint of an owner
of a public utility, or of any municipality or person having an interest,
present or contingent, in the matter in respect of which the complaint
IS made, that there is reason to believe that the tolls or charges
demanded by any owner of a public utility exceed what is just and
reasonable, having regard to the nature and quality of the service
rendered or of the commodity supplied; or

(b) requested to do so by the minister; or

(c) in_the opinion of the board it is expedient to do so, on its own
initiative;

the board may proceed to hold such investigation as it sees fit into all
matters relating to the nature and quality of the service or the commodity in
question, or to the performance of the service and the tolls or charges
demanded therefor. (emphasis added)

74(1) The board has a general supervision over all public utilities and the
owners thereof subject to the legislative authority of the Legislature, and
may make such orders regarding equipment, appliances, safety devices,
extension of works or systems, reporting, and other matters, as are
necessary for the safety or convenience of the public or for the proper
carrying out of any contract, charter, or franchise involving the use of public
property or rights.
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74(2) The board shall conduct all inquiries necessary for the obtaining of
complete information as to the manner in which owners of public utilities
comply with the law, or as to any other matter or thing within the jurisdiction
of the board.

76 The board may

(a) investigate, upon its own initiative, upon a request of the minister
or the Lieutenant Governor in Council, or upon complaint in writing,
any matter concerning any public utility; (emphasis added)

77 The board may, by order in writing after notice to, and hearing of, the
parties interested,

(a) fix just and reasonable individual rates, joint rates, tolls, charges,
or schedules thereof, as well as commutation, mileage, and other
special rates that shall be imposed, observed, and followed
thereafter, by any owner of a public utility wherever the board
determines that any existing individual rate, joint rate, roll, charge or
schedule thereof or commutation, mileage, or other special rate is
unjust, unreasonable, insufficient, or unjustly discriminatory or
preferential;
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(b) fix just and reasonable standards, classifications, regulations, practices,

measurements, or service to be furnished, imposed, observed, and followed

thereafter by any such owner,

78(1) The board may, by order in writing and notice to, and hearing of, the
parties interested, require every owner of a public utility...

(e) to furnish periodically, and in any case where the board requires,
a detailed report of finances and operations, in such form, and
containing such matters, and verified in such manner, as the board
may, from time to time in that behalf, by order prescribe;

82(1) No owner of a public utility shall
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(a) make, impose, or exact any unjust or unreasonable, unjustly
discriminatory, or unduly preferential, individual or joint rate,
commutation rate, mileage, or other special rate, toll, fare, charge, or
schedule, for any product or service supplied or rendered by it within
the province,

84(1) No change in any existing individual rates, joint rates, tolls, charges,
or schedules thereof or any commutation, mileage, or other special rates
shall be made by any owner of a public utility, nor shall any new schedule
of any such rates, tolls, or charges be established until the changed rates
or new rates are approved by the board, when they shall come into force on
a date to be fixed by the board; and the board may, either upon written
complaint or upon its own initiative, hear and determine whether the
proposed increases, changes, or alterations are just and reasonable.
(emphasis added)

84(2) The burden of proof to show that any such increases, changes, or
alterations are just and reasonable is upon the owner seeking to make the
increases, changes, or alterations.
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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.
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In addition to the Board’s concerns respecting Centra’s financial health, the Board’s
Orders, including the 2019/20 GRA Order (152/19) and the Cost of Service Methodology
Review Order (109/22), contain many issues and outstanding directives that are to be
addressed and resolved at Centra’s next GRA. Importantly, the Cost of Service
Methodology Review results are to be included in Centra’s upcoming GRA, based on
current financial information. Only when all of these issues are addressed will the Board
be in a position to ensure that Centra’s rates are just and reasonable for all customer

classes.

The Board has encouraged and directed Centra to establish a more regular schedule for
periodic rate reviews to improve the efficiency, effectiveness and timeliness of the
regulatory process. The Board also directed that the time period between GRA'’s for

Centra should not exceed three years, even if no rate changes are requested.

While Centra was on track to file its 2024/25 fiscal year GRA with the Board in the Fall of
2023, Centra then delayed the filing until the Spring of 2024, and then further delayed the
filing until the most recent filing date communicated by Centra was fixed for June 21,
2024.

With Centra’s further delay in filing its 2024/25 GRA on June 21, 2024 and without Centra
proposing a new fixed GRA filing date, the Board is concerned as to whether consumer
rates are just and reasonable when balancing the interests of the rate payers with the
financial health of the Centra. As noted above, it has been five years since rates were set
at Centra’s 2019/20 General Rate Application and numerous financial changes have

occurred since then.

With the deterioration of Centra’s financial situation and multiple outstanding issues
resulting from Orders 152/19 and 109/22, it is time for a new GRA proceeding. Centra is
a major utility with almost 300,000 natural gas customers. Those customers are entitled
to receive safe and reliable service. However, in return Centra is entitled just and

reasonable rates for providing this service. Without a firm fixed GRA filing date from
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Centra, there is uncertainty as to whether consumers’ rates remain just and reasonable.

The Board accordingly exercises its authority to direct Centra to file a GRA by a fixed

date.

Centra is directed to file its 2024/25 fiscal year GRA on or before August 30, 2024. While
the Board encourages a multi-year rate filing (up to three years) it will be left to Centra to
determine whether to include, in its Application, Test Years in addition to 2024/25.
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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
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