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Board Order 107/96

The last comprehensive review of the natural gas COS and rate design occurred
in 1996 and resulted in Order 107/86. The following excerpts from Order 107/96,
summarize the key PUB policy findings with respect to the last natural gas COS
review:

“The Board will expect such a review to consider the appropriateness of all
methods and systems to be employed to functionalize and classify all capital
and operating costs and allocate such costs to proper customer class
definitions. The Board further expects that the primary driver will be cost
causation with due regard to Centra's cument operations in the Manitoba
market, direct purchase activities, storage amrangements, risk management
activities, weather and use patterns for each specific customer class and all
other relevant issues." (Emphasis added)

“Cost allocation studies are not a precise science and contain elements
of judgement at most phases, Cost allocation methodologies are numerous,
and expers often have differing opinions as to the appropriate manner of
allocating costs of service, It is the Board’s responsibility to weigh those
differing views and to support a methodology which gives the best guideline
for determining just and reasonable rates, and which is not unduly
discriminatory, recognizing that subjective judgements will influence
results... This public hearing was to allow debate of these opinions and to arrive
at a methodology which best reflects the Manitoba circumstance... The Board’s
expectation is that the principles herein approved will be adaptable to industry
changes and that the results produced should be acceptable for some time
into the future...The Board also agrees that the cost of service methodology
best suited for a natural gas distribution company should be determined
based upon the circumstances of the utility. Those circumstances must
reflect the manner in which the system is designed as well as the manner
in which the system is operated, Giving some weight to the manner of
system operation better reflects the cost responsibility than does a
methodology which considers only the design parameters, For example,
a system may be designed to interrupt particular customers on a peak day so
that firm customers can continue to receive service. Should the peak not be
met, however, those interruptible customers continue to receive service...Even
though a design contemplates curtailment of interruptible customers, it cannot
preclude 2 movement of customers from firm to interruptible service or vice
versa. The Board is of the view that Centra's proposal for the use of demand
related cost allocators based on the Peak and Average Methodology best
reflects the appropriate treatment for all Manitoba natural gas consumers, that
it reflects current market conditions and is adaptable to change.?” (Emphasis
added)

! Order 107/96, Page 5
2 Order 107/96, Pages 26 to 27

Board Order 164/16

The last comprehensive review of the electric COS cccurred in 2016 and
resulted in Order 164/16. The following excerpts from Order 164/18,
summarize the key PUB policy findings with respect to the last electric
COS review:

“The Board finds that, in the process to determine the appropriate
COSS methodology, the principle of cost causation is
paramount...The Board finds that Manitoba Hydro’s ratemaking
principles and goals of rate stability and gradualism, fairness and
equity, efficiency, simplicity, and competitiveness of rates should be
considered in a General Rate Application ("GRA") and not in the
cost of service methodology...Cost causation as defined by the
Board takes into consideration both how an asset is planned and
how that asset is used. This takes into account how an asset fits into
Manitoba Hydro's current system planning, as well as the current
use... The Board also finds that cost causation requires
consideration of all the uses and benefits of an asset, to recognize
that both primary and secondary benefits influence the planning and
justification of assets, These considerations should be assessed over
a range of years (as opposed to a single forecasted year) and over a
range of conditions in order to capture all of the uses and benefits
of an asset in determining cost causation.? (Emphasis added)

3 Order 164/18, page 27




Centra Operational (Use) Costs/Benefits Examples:

()

~No

. Maintain or enhance reliability by providing redundancy for transmission

and distribution vulnerable to an extended loss of supply due to damage;

. Operational flexibility ~ to shift load from heavily-utilized pipelines to

under-utilized pipelines;

. Operational flexibility — to permit inspections, maintenance or

construction activities including for aging pipelines;

. Minimize the incremental costs associated with outages:
. Minimize excessive usage of the electric system during natural gas

outages particularly in areas where the electric system is already at
capacity and may result in cascading electrical system outages;
Capacity Management revenues;

. Diversification and risk management benefits for reliability purposes - to

moderate the potential for system outages by reliance on only one
commodity feed (such as TCPL); and,

. Lower commaodity costs — the use of storage allows for all system supply

customers to benefit from lower commodity costs — through storing
potentially less costly commodity in the summer (when demand is low).
Commodity costs have been socialized and all customers pay the same
rate.
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Based on the Parties’ submissions, the Board finds that there is no need for Interveners’
additional comprehensive reviews of the existing COSS methodology (or model) and for
evaluating Atrium’s report for completeness. Instead, Interveners are to focus their
submissions on the appropriateness of Atrium's and Centra's COSS recommendations
or provide alternative methodologies appropriate for Centra’s specific circumstances in
Manitoba, without the need to duplicate the extensive review already conducted by
Atrium. If relied on in this proceeding, Interveners are to re-file (and not duplicate) their
expert evidence, on the in-scope issues, previously filed in Centra's last General Rate

Application.

The participation of Interveners in evidentiary steps in the public hearing process will also
assist the Board, as this participation contributes to a robust, transparent, and evidence-

based decision-making process.

With the expectation of focused Information Requests and thorough written Responses
by Centra, the Board finds that one round of concurrent Information Requests separately
to Centra and to Atrium will be appropriate. The Board's Rules of Practice and Procedure
outline remedies available to the Parties should they consider Centra's responses to
Information Requests inadequate. However, the Board encourages all Parties to work
together informally to resolve issues arising from Information Requests and Responses
to Information Requests, before bringing matters formally before the Board for resolution.

The Board also finds that pre-approval of Intervener Information Requests posed to
Atrium and separately to Centra is not required. Parties are aware that Information
Requests are limited to the in-scope issues and seek to clarify matters that will assist the
Board in its understanding of the issues, avoid duplication, and focus on the best practices

for Centra's circumstances in Manitoba.

in addition, Parties need to be aware that when asking or answering any Information
Requests that may contain confidential information, those questions and answers should
initially only be provided to Centra and the Board to allow the Utility to determine whether

Order No. 36/22 Page 15 of 20
April 7, 2022



Centra Gas Manitoba Inc. 2019/20 General Rate Application
PUB/CENTRA |-73-Attachment
Page 56 of 370

MANITOBA HYDRO
CAPITAL PROJECT JUSTIFICATION

Project Name
| Winnipeg Northwest Upgrade-Phase 2

Recommendatuon

Thc cxtension of an existing natural gas pipeline from the Rosser Station (GS-031) in Winnipeg to the City

- of Selkirk (GS-004) is necessary to provide additional capacity to the arcas northwest of Winnipeg and to _
l prowde a redundant gas source (o meet reliability and operational requirements in the Winnipeg natural gas :

transmission network. When compared to the alternatives, a single project combining the provision of '
; i additional capacity and redundancy is a financially efficicnt means of providing a reliable, resilient system
‘ suitable to meet the ongoing requirements and expectations of our customers.

" The cost of this project is eslimated at $31,100,000. The recommended in-service date (ISD) is October
15,2016.

pro]e—ctscope e s, S S A | b

. The Winnipcg Northwest Upgrade project is shown in Figure 1 and consists of the following:

* 19.8 km of NPS 12 steel transmission pressure (TP) pipe extending north from the Oak Bluff
pipeline at Rosser Station GS-031.

* 6.6 km of NPS 6 steel TP pipe extending north from ncw TP to tie into the existing NPS 4TPon
Hwy 67 (Stonewall branch pipeline).

! » 20.8 km of NPS 12 steel TP extending from the new NPS 12 TP going east and northeast to the
i . Phase 1 Liss Rd Station, located in St. Andrews.

* 8.3 km of NPS 12 steel TP looping from Flwy 67 north along McPhillips Road to connect to the Ile
des Chenes pipeline near regulating station GS8-004 in Selkirk, :

» Isolation valves as required for gas maintenance and operations.

i @ Pig launchers/receivers as required for pipeline integrity monitoring.

'Page 1 of 9



Centra Gas Manitoba Inc. 2019/20 General Rate Application
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Cupital Projeet Justiftention
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Figure 1 - Propesed Winnipeg Northwest Phase 2 « ;
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There is insufficient capacity in the areas northwestof Winnipeg and unuccepiably high velogities in the
transmission main supplying Stonewall. The simple approach, on a stand-alone project basis, would be to
jnstall & sufficient length of new pipcline parallcl to the cxisting Stonewall transmission linc to splitthe

+ lond between the existing and new lines. However, the Stonewal! (ransmission main ard the area northwest :

of Winnipeg are supplied from the lurger Winnipeg natural pas transmission system which necessitateda !
review of that system,

. The Winnipeg natural gas transmission network consists of four systems feeding the City of Winnipeg and
| the communities nocth of Winnipeg supplied with natural gas. This system is the backbone of Manitabx
Hydro's natural gas system serving over 213,000 or 80% of Hydro's gas customess. Figure 2 provides the
general locations, size and age of installation of the four transmission supplies to the Winnipeg system.

[]
1 h

Page 2 of 9



Centra Gas Manitoba Inc. 2019/20 General Rate Application

PUB/CENTRA |-73-Attachment
Page 58'0f 370

Capital ij:.cl.Tusllf‘ cation
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‘The review of the Jarger Winnipeg transmission system identified the following additional issues.]

Reliability !
The He des Chenes system secves the high pressure Joop in Winnipeg and continues north|ko supply
! customers east to Beavsejour, west to Warren and north to Riveston. Figure 3 shows the
communilies and area supplied by the Winnipeg iransmission systems, Outside nFWinmpbo this is
a one-way feed system and these communities are vulnerable to 2 loss of supply due 1o da age
anywhere along the line. It is estimated that a loss of suppiy on the Tle des Chenes line due to
damagc betwaen the connection at the TCPL and Selkirk would result in the loss of 15,00 ) gus
customers, This section of p1pelmc includes crossings of the Red and Seine Rivers, two cmssmg=; of
the Winnipeg Floodway, iwo crossings of the Winnipeg Aqueduct, eight rail crossings anc

crassings of highways#l, 15, 44, 59, 202, 204 and multiple ucicipal and private rouds. Access 1o
the pipeline in these crossings will have physical or legalfjurisdictional restrictions that will delay
returning the systen to operation.

1,

|
]

Pa% 3 ol' 9
1

-

L s mmmE—



_'Ba‘ckgrcund a

e At —

Akt emn -

bhwrn s

[ p—

Centra Gas Manitoba Inc, 2019/20 General Rate Application
PUB/CENTRA |-73-Attachment
Page 59 of 370

Cupitut Project Justification
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2, QOperational Flexibility
There are no direct ransmission pressure interconneets between the four transmission systems that
supply Winnipeg, which does not meel the uperational requirements of the corporation (o
accomunedate maintenance, tie-ins, planned snd unplaoned outages,

3. System Loading and Reduction of Operating Pressure
The peak loading on the 4 primary pipelines ranges significanily from 400, 4,160, 7,000 and 7,700

- ——

PO

mcth for St. Norbert, Oak Bluff, LaSalle and Tlc des Chenes vespectively. The loading is dependent .

an pipeline size, operating pressure and Jocation. The St. Norbert pipeline is an 8" line minnoing at
high pressure, Both Ile des Chenes and Oak Bluff pipelines are 16" but llc des Chenes supplics
almost twice as much gas at design winter conditions. Shifting load from e des Chenes to Onk
Bluff is necessary to increase the ability of the e des Chencs system 1o aceept new growta while
also permitting a reduction in system operating pressure, The pressure on the lle des Chencs
pipeline is curcently set 10 suit the delivery of gas to Riverton {approximately 160 km from the lle
des Chenes primasy) while also delivering the highest peak flow rate of the Winnipeg pipelines. |

Page 4 of 9
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1.

4, Identiﬁed Transmission Capacity Issues

JUSTIFICATION—BUSINESS CASE ANALYSIS (SUMMARV) |

The rationale for completing this project are summarized as follows:

Centra Gas Manitoba Inc. 2019/20 General Rate Application
PUB/CENTRA [-73-Attachment
Page 60 of 370

Capital Project Justification

In addition to the current capacity issues identified in the Stonewall area, system growth at current
levels is predicted to require the installation of significant amounts of additional pipe in several
areas (lines from East Selkirk to Tyndall, and Selkirk to Gimli) within the next 5 to 10 years.

Maintenance

The current configuration of the transmission network is not adequate to perform required planned |

maintenance activities. The Ile des Chenes pipeline is 52 years old. With the pipeline being the only |

source of gas to a number of communities north of Winnipeg, it is not possible to take the pipeline E

out of operation to perform an in-line inspection to evaluate the pipeline condition and identify !

defects for repair. |
I

Changes in TCPL Supply
Changes in the North America supply of and demand for natural gas have resulted in TCP]_,

changing the supply of natural gas that is provided to Manitoba, The majority of natural gas
provided to Manitoba is still from Alberta but TCPL does ship gas from the United States that
enters Manitoba from TCPL's north-south lateral. This lateral connects to TCPL's east—west
mainline immediately west of Tle des Chenes and the Ile des Chenes system is supplied with a blend
of the US sourced gas. The southern gas quality is within the TCPL tariff but it does contain higher 1
levels of water than western gas. The higher water levels increase the potential for water related
issues (freeze-ups) at the pressure regulating stations on the Ile des Chenes line. Oak Bluff will
continue to receive the dryer western gas.

The requirement to correct high velocities in the Stonewall transmission branch and provide
capacity in the area northwest of Winnipeg require modifications to the transmission system to
provide new supply while maintaining system reliability. Combining these requirements while
addressing other issues is an efficient means of improving the overall Winnipeg system.

To provide transmission capacity to serve the growth just north of Winnipeg for the next 20 years.
To provide the ability to shift load from the heavily-utilized pipeline on east side (1le Des Chenes)
of the City to the under-utilized pipeline on the west side of the City (Oak Bluff) and restore
capacity in the City of Winnipeg system.

To provide full redundant supply to the communities north of Winnipeg and to provide a p:artiai
ability (approximately 1,000 mcfh) to back-feed the City of Winnipeg line in a loss of supﬁly from
either the Ile Des Chenes or Oak Bluff pipelines.

To improve operational flexibility to permit planned inspection, maintenance or consu-uctlon
activities.

. The reactive appr_oe_ich where smaller projects are built in response to specific customer or system

Page 5 of 9



Centra Gas Manitaba Inc. 2019/20 General Rate Application
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Capital Project Justification

JUSTIFICATION—BUSINESS CASE ANALYSIS (SUMMARY):

Justification and Link to Corporate/Business Unit Goals _

© needs would result in approximately $21 million of projects that would be required in the next 5 to

j 1 years. Whilc these projects would address capacily issucs, they do not provide redundancy, or

' resolve any of the other issues identified. Meeling these other requirements would require an
additional significant transmission investment which would he comparable in scope to the ,

: recommended course of action, 1

i 7. The Jupe 20, 2014 PUB review of the Needs for and Allernatives 1o (NFAT) Review of Manitoba :
Hydro’s Preferred Development Plan includes a recommendation that “Manitoba Hydro proceed !

with its fuel switching and heating fuel choice initiatives to enconrage customers 1o use natural gas

for space and water heating”. The additional capacity provided by this project will rcadily support

the addition of new customers in the area served.

1
H
!

The Winnipeg Northwest Upgrade project is Phase 2 of a project that is approved and will be constructed
in 2014. The Phasc 1 project addresses the local distribution issues in the St. Andrews area.

|
|
|
i

E This project suppoxts the corporate goals of maintaining capacity/system supply and providing customers
| with exceptional value through reliability of service.
1

ANALYSIS OF ALTERNATIVES:

Economic Analyéis _

P TR Fod STt Borpordis R 88 BT ™ s i oo b 2
Plcolinc Rata . lsa0% _ e Economic AniyisDeparmont |

_Recommended Option T e Benetis (Gosne)

e . % N S G e

' z I

* The recommended option consists of 48,9 km of NPS 12 sicel TP pipe, 6.6 . $28,034.000 |

. km of NPS 6 steel TP pipe, and associated isolation valves and pig . !

- launchers/reccivers as required for pipeline integrity monitoring. This i !

. option offered the best capacity to accommodate unforescen loads, | :
: optimum ability to shift load and the highest redundant capacily in 2 |
: planned or unplanned outage. ; !
} :

Other Alternatives éo-r“t's'ideréél' - NPV Benefits/(Costs) E
_ R T o = - . S
3 . i
+ Option 2 consists of 19.8 km of NPS 12 steel TP pipe, 20.8 km of NPS 8 ! $22,813,000
. steel TP pipe, 14.9 km of NPS 6 steel pipe and associated valves and pig

launchers/receivers.
- Option 3 consists of 19.8 km of NPS 12, 33.5 km of NPS 8, 6.6 km of ' $23,533,000 -

- NPS 6 TP steel pipe and associated valves and pig launchers/receivers

Page 6of 9
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 project will partially address the gas capacity risks identified in the 2013 CS&D Risk Management Report.

Centra Gas Manitoba Inc. 2019/20 General Rate Application
PUB/CENTRA I-73-Attachment
Page 62 of 370

Capital Projeet Justification

Other Aliematwes Conmdered o — NPV aenems;{costs)
- - - - RSN —— ‘I._ - _.—-—-———-—————r_..-..-. - — ..:
, Option 4 consists of 45,0 km of NPS 12 TP and 14.9 km of NPS fi stcel $25.964,000 |
* pipe and associated valves and pig Jaunchers/receivers. ! ;
- Option 5 - consists of building smaller capacity projects (looping) in " identi ;} 13‘9471’?.00 (fqr the |
- response to specific customer or system needs. In addition, a large : ; 5"3 tlx = afg:‘.z&s g;:gjgg t‘s. {
. transmission project would still be necessary to meet the other operational RECRo e 94

install the recommended
option would be needed to |
meet all opcrational
requirements)

requirements.

t . The first four options evaluated all address Lhe issues of providing
. capacity to Stonewall, providing operational flexibility, load shifting from

 lle des Chenes and improving system reliability. The recommended
» Option 4 using the larger pipe sizes provides the greatest capacity increase
, Which is required to meet our 20 yeur load growth projections, and
pmwdus the greatest available redundancy in order to minimize the risk of
prolonged customer outages in the City of Winnipcg. The recommended

- option provides 25% additional redundant capacity to the Winnipeg HP

. system over Option 3, while being only an estimated 7% more cxpensive

: than Option 3, the second most expensive option. : :
: - ‘ |

Rtsk Anéiﬁsns “
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 The Manitoba Hydro six-step process to identify and manage risks was used to evaluate the recommended
- option. This analysis identified the consequence, likelihood and risk tolcrance associated with the loss of

. gas supply from the Ile des Chencs pipeline and the limitations of the existing system identified; primarily
i the current lack of a redundant feed to the areas north of Winnipeg, no redundant transmission pressure
! supply to Winnipeg, the lack of operational flexibility for maintenance on the Tle des Chenes line. (For

+ convenience, the definitions {or the selected rating/descriptor are shown in brackets). The analysis

. indicaled:

- Likelihood: Unlikely (The cvent does occur somewhere from time to tiine, about every 30 years). .
Conscauence: High (High: Do nol have capacity to serve load for extended period of time. Life !
: threatening. Loss of public confidence). :_
E Tolerance: Low (Additional action that is required to bring the risk back to the established tolerance. |
'; Management has time to respond in an orderly manner). I
1

i This risk analysis supports the requirement to perform the recommended system modifications. This

| The addition of capacity to the system in arcas northwest of Winnipeg including St. Andrews, Stonewall
and communities served by the Stonewall transmission branch (Warren, Stony Mountain, etc.) is mqum.d
! to permit the continued addition of customers and new load in this area, Two potential customers nnﬂh of
Stonewall had investigated obtaining natural gas service in 2013. While they have elected to investigatc
other options, the existing transmission system in this area would not have sufficient capacity to supply the
proposed Joads. The potential for gus outages in this area are only low i[ it is managed by restrictions or
limitations on the addition of new load in this area. This is not acceptable to customers and, in the absence

Page 7 0f9
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Centra Gas Manitaba Ing, 2019/20 General Rate Application
PUB/CENTRA I-73-Attachment
Page 63 of 370

+
L}

Caplial Project Justification
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i of availdbie natural gas, these customers mray plar:a add:nonal joad oo the electrical system.

The long texm npproach of rencfive and pi_eccamcal upgradgs to.provide capnc:ty on an ss-required
customer-by-customer basis to sujt the increase in ioada in tke individual areas does nof meel Maniioba
Hydro's reliability requirements. Typxcnlly capacity is achieved by looping existing pipelines (i.¢, the
installation of pacalle] pipélines), With looping solutions the fransmission systems will continue to become
more reliant on a single feed and will not have the flexibility in the case of a planned ér unplanned outage.

Pmdictgd load growth in the next 5 to 10 yeass are estimated to require costs exceeding $21 million in
looping projects alone.

The Janvary 2014 natural gas outage causéd by the TCPL lipe failure near Otterbume, Manitoba required
approkimately 48 hours to retiun the 3,600 affected customiers ta service ancé the TCPL supply was
abailable. A large percentage of available, snitebly skilled personnel ware used in this response while the
Msanitoba Hydro costs associated with this outage were spproximately-$1.5 million, The outajic also caused
significant disruption and: costs to the resldentidl and commercial customers in the affected ares. These
costs bave not been identified. Outages.affecting [arger numbers of customers may take significantly longer
1o return 81l customers to service while incurring greater costs.

The Ottetburae gas outage.illustrated the close relattonship between the operation of the natural gas and
electrical distribution systems, With the loss-of the natural gas supply, customers turned to elecirical
heating to keep their-homes and businesses warm and.protect against freezing pipes, Sigoificant efforts
were made to shift electrical loads away from the stations in the affected area snd monitor equipment
operation. Fartunately, sufficient electrical capacity was available in this area. There ate areas where the
electrical distribution system is at capacity. In Winnipeg, 37 of 7 distribution stations supplying the City
of Winnipeg arc loadsd beyond thelr firm'rating and an addltional 26 are loaded at 80 to 100% of their firm
rating, In-areas outside of Winnipsg, there are-276 distribution systems, with 19 londed beyond their firm
rating and an additional 27 at 80 to 100% of their firm rating, Electvical station upgrades are in progress but

will taks many years to complete, There Is the potential for the loss of natural gas to restlt in cascading
electrical systera outages.

L L L LI - e P L - et uvs AT s B m ELA EEE Mo S L

i caelg_l Budget Estimate
The annual net budget requirements are as follows (in thousands of dollars):
Figeal Year  Proposed Budget
Prev, Actnals.  § -
2014715 & 256,886
2015716 5 274,903
2016/17+ 5 30,564,211
Total $ 31,100,000

- - + 4 emm——
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Centra Gas Manltoba Inc. 2019/20 General Rate Ap;‘{icatlon
PUB/CENTRA I-73-Attarhment
Page 64 0of 370
Capital Projeet Justificatian
IUB;;JEt;ged S;:ﬁ'e“d;.l TR e < e e e e e --_l
Design Complete: September 20115
Environmental and Third Party Approvals and Property Procurement: December 20115
Construetion Start: May 2016
Construction Complete: Octaber 2015
Related Pro;ecbs T T i |
meupeg Nothwest Upgrade «Phase 1 —~Liss Road - Project No* 20 14—01{}01
' Reference Documents | T o
Report on: Winnipeg Northwest Upgrade - Phase 2; Study No, 2014-07031
GridBx H June 2014 (Emergency Response Exercise) Presentations excerpts
Gas Planning Criteria Document (GPCD-2014) dated September 12, 2014
Page 9 of 9
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Centra Gas Maniteba Inc. 2019/20 General Rate Application
PUB/CENTRA I-73-Attachment
Page 66 of 370
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) {IN THOUSANDS GF DOLLARS)
Tinr
5013-07031 winnipeo Northwest Upatade
wning DW(sion

Invostment Managamont Noda:
1.2.2.18.1,

y TCcn‘FEIﬁ_an Divisian rojectiiumbers:
Diatrihutlon Eng & Canstrusiion Division Dissribution Eng & Conatruction Division P:23E93

DESCRIPTION: .

Thn exrenslen of an existing nouen! jos pipeling lyom tha Rossar Station (GS-0311 in Wian/peg ta tho Chty of Salklik (35004} isneedysary to
pravida additional capacily to the atass narthwast of Winnipes nexd to provide o redundtant gus ecurco o maot salialilily and operationl
ragultements In the Wipnlpeq natuzal gas tranamisslon aarvort. Whon comparad to the altématives, a singla project cambindng tha pravisien of
addilonal capacity and radundancy I3 a Nnanciolly 81 ficlant meons of providing a rettable, reslont system sultabla ta mest she ongaing requiteronts
and expeetotions of ou? cusiomars, “

JUSTIFICATION: L

Ths mtionale for campleting thls ﬁroiant ara summarkzed aa folloves: b

1. The requircmant to earraet hiph veloclties in tha Stanswalltrinsmisclon branch and provide capacily In the area northwast of Uﬁmlii;au tagulve
modiiizaticns to the tansmlsslon syztem to pravide new supnly whilz malntaining system relfabllicy. Combining thase requifremants vhile
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investmant which vould ba comparalo In scops to the recommended course of action.
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iha laca) dlatibutien ssues In tha St Antiews sroa,
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A\Manitoba . .
Hydl’O 2021 Cost of Service Methodology Review

CAC/CENTRA [-10a
REFERENCE:
Section 4.1.1, page 30, lines 3-6, 8, 11-14, lines 22-28
PREAMBLE TO IR (IF ANY}):

Centra states:

“In part, this treatment was deemed necessary as it was assumed that Interruptible
customers were being curtailed at the time of system peak. Without incorporating usage
into the allocation of capacity costs, the Interruptible Class would not have contributed to
the recovery of any capacity costs.” Application, page 30, Emphasis Added

“With the evolution of Centra’s system and the Interruptible Ciass, there are allocation
methods other than Peak and Average that can be used while still ensuring cost recovery
from all users of the system.”

“First, the Interruptible Customers use Centra's distribution system to receive Alternate
Supply even while being curtailed for upstream capacity factors. Second, Centra includes
the Interruptible Class capacity requirements in its downstream capacity planning criteria.”

QUESTION:

a) Centra states that one of the reasons that it moved to a PAVG methodology is that it
addressed the concern that interruptible customers would not otherwise contribute to
the recovery of any capacity costs. Please explain the other factors that lead to Centra's
adoption of the PAVG methodology.

RESPONSE:
Centra adopted the Peak and Average allocator after its 1996 Cost of Service Methodology
Review, At the time of adoption the following factors were identified as influencing Centra’s

position: Peak and Average recognized the utilization of the system as an explicit factor to
be included in determining cost responsibility;

202205 16 Page 1of 2



/A Manitoba , _
Hydro 2021 Cost of Service Methodology Review

CAC/CENTRA |-10a

s Peak and Average is relatively simple and straightforward;
» Peak and Average is a widely accepted method of cost allocation;
» Peak and Average is considered cost-causal in many state and provincial

jurisdictions; and

Peak and Average produced results that were close to the PUB’s approved class
revenue requirements at the time.

2022 0516 Page 2 of 2
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Centra Gas Cost Allocation Review
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CENTRA GAS MANITOBA INC.
COST OF SERVICE METHODOLOGY REVIEW

e ——

While this has not always been the case, Centra’s system configuration has evolved and
based on conditions assumed in the Cost of Service Study (i.e. normal operating conditions),
Centra is able to identify facilities that are used to serve the Special Contract Class exclusively
and do not serve load for any other customers.

Additionally, the pipelines that serve this customer class predominantly have a one-way
relationship with the rest of the system. This is to say that the remainder of the transmission
system can receive pressure and capacity support from the pipelines that serve the Special
Contract Class, but the rest of the Brandon system, with the exception of the facilities serving
the Brandon Power Station, cannot generally be used to serve the load requirements of the
Special Contract Class.

Similarly, the facilities that serve the Power Station in Brandon do not serve any other
customers under normal operating conditions. Furthermore, given both the customers’
inability to utilize other parts of Centra’s system from an operating perspective (i.e. the
requirement for unodourized gas and high-pressure requirements), Centra supports
Atrium’s recommendation for a Direct Assignment approach for the Special Contract Class
and the Brandon Power Station.

Both the Special Contract and Power Station Classes use gas very differently than all other
gas customers and their usage can vary significantly based on operating conditions, market
conditions and the price of natural gas. Given that their unique usage characteristics makes
it inherently difficult to forecast usage for both classes, a Direct Assignment of costs also has
the benefit of providing greater rate stability to other customer classes. As additional
investments are required on the specific pipelines being directly assigned to these classes,
the capital costs of the pipelines will be allocated directly to these classes and will increase
in future studies.

Overall, a Direct Assignment is a reasonable approach in the current circumstances and will
provide a stable allocation of costs for both the Special Contract and Power Station Classes.
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