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Why are Commodity Rates Unbundled? 

• First introduced in 1999 to facilitate increased competition for the retail sale of
natural gas via the introduction of the Western Transportation Service (WTS)

• Western Buy/Sell, the predecessor to the WTS, lacked transparency for customers

• WTS would allow marketers to negotiate term fixed rates directly with customers

• Centra’s default variable quarterly rate would act as the reference price benchmark
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Why are Commodity Rates Unbundled? (cont’d) 

• Customers would see their negotiated rates and choice of supplier on their Centra bill 

• Transportation and distribution charges were also broken out separately 

• The belief at the time was that customers wanted this additional information 

• Natural gas rate unbundling was widespread at the time and not unique to Manitoba 
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How Have Things Gone Since That Time? 

• Rate unbundling combined with the introduction of the WTS were successful in
supporting the development of a fixed rate market for Primary Gas in Manitoba

• However, feedback from customers has indicated that they find their bills confusing

• The following are typical of focus group participants’ comments in 2004:

– “Why bombard us with so much information?”

– “Just tell me how much I owe you already so that I can get on with my life”
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How Have Things Gone Since That Time? (cont’d) 

• The creation of separate Primary & Supplemental Gas rates drove the additional 
need to determine firm and interruptible customer billing percentages every quarter 

– Which only served to confuse everyone even more, including Centra’s own staff 

• Nearly 20 years have elapsed since the introduction of rate unbundling and the WTS 

• Now may be an opportune time to revisit Centra’s rate structure 
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Typical Gas Bill After Unbundling 
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The PUB of Manitoba Appears to Agree 

• Centra’s rate structure was an issue discussed at the 2007 Competitive Landscape hearing 

• Since then, the MPUB directed Centra to:  

–  Review its overall natural gas rate structure 

– Noted that the definitions of Primary and Supplemental Gas had evolved since rate 
unbundling and the WTS were first introduced in the late 1990’s 

– Noted that the rates of other Canadian gas utilities appeared to be simpler than Centra’s 

– Suggested that combining Primary and Supplemental Gas charges might be a good start  
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Why do we Have Primary & Supplemental Gas? 

• The distinction was a function of the development of the WTS 

– Which was first introduced in May 2000 

• Historically, the vast majority of Centra’s gas purchases had been at Empress, AB 

• However, up to 10% or more (Supplemental Gas) can come from multiple other locations  

• Most of the time Centra doesn’t know if, when or from where it will be purchased 

• Allowing gas marketers to supply their customers’ entire annual gas requirement on an 
equal and pro-rata basis relative to system customers supplied by Centra …  

• Would have required that they have contingent supplies lined up at other gas hubs across 
North America, most of which would almost never be called on to serve their customers 
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Why do we Have Primary & Supplemental Gas? (cont’d) 
• Why weren’t marketers simply allowed to supply 100% of their customers’ annual natural 

gas requirement with deliveries to Centra at Empress, AB under the WTS? 

– That would have given marketers a disproportionate share of Centra’s TransCanada 
Pipelines Ltd. (TCPL) capacity from Empress, AB to Manitoba 

– Which would have resulted in less Western Canadian gas for Centra’s system customers 

– Leaving Centra’s system supply customers to take 100% of the Supplemental Gas 
supplies from these other non-Western Canadian market hubs 

• Why would that have been a problem? 

– Because to the extent that the average price of those Supplemental supplies from all 
the other different hubs was different from the price of gas from Empress… 

– Centra’s system supplied customers would have unfairly benefited or been harmed 
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How Did the WTS Resolve This Dilemma? 

• Retail competition was thus limited to the sale of gas purchased at Empress, AB 

• Hence the name Western Transportation Service 

– All Western Canadian gas, for both marketer and system supplied customers …  

– Is received by Centra in Alberta and is transported to Centra’s distribution 
system in Manitoba on Centra’s TCPL Mainline transportation contracts 

– TCPL Mainline capacity is allocated between Centra and marketers each day 
on an equal and pro-rata basis based on relative volumetric market share 
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How Did the WTS Resolve This Dilemma? (cont’d) 

• Any additional gas required by customers in excess of that coming from Western 
Canada (remember those Supplemental supplies sourced from different hubs?) 

– Is supplied and billed to all customers (be they system or marketer) by Centra 

• Thus, Primary and Supplemental Gas were born 
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Reasons Not to Like Primary & Supplemental Gas 

• Confuses the heck out of just about everyone and not just customers 

• Very complex to manage, which adds operational and administrative risk 

• Requires differential billing percentages that must be adjusted on a regular basis 

– At any given time, billing %s are also different for different groups of customers 

• Because billing % adjustments lag actual events, they can appear nonsensical 

• Because Supplemental rates are adjusted infrequently, price signals can be distorted 
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Reasons Not to Like Primary & Supplemental Gas (cont’d) 

• When the Supplemental % must be 0% = problems disposing of Supplemental PGVA 

• Customers are not able to fix a commodity rate on 100% of their gas consumption 

• Marketers are not able to supply all of their customers’ annual gas requirement 

• It doesn’t appear to have accomplished much customer information-wise 
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Primary & Supplemental Gas Management Process 
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A Single Bundled Commodity Rate 
- The Challenge - 

• Don’t add further complexity to an already complex system 

• If possible, reduce operational and administrative complexity 

• Ensure that retail competition remains on a level playing field 

• Ensure that no group of customers is financially advantaged at another’s expense 

• Ensure that all of Centra’s upstream costs continue to be collected from customers 

• Maintain the timely price signals inherent in Centra’s current default Primary Gas rate 

• Maintain apples-to-apples comparability between the various competitive rate offerings 

• Ensure that WTS gas marketers are not unfairly advantaged or disadvantaged 

• Enable customers, marketer or system, to fix the rate on 100% of their gas purchases 
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The Proposed Solution 
- Commodity Cost Balancing Deferral “CCBD” - 

• The solution to this complexity is deceptively straightforward 

• We can simply make the weighted average cost of non-Western Canadian purchases: 

– The same as the weighted average cost of Western Canadian purchases 

• All commodity costs would then flow into and out of a single commodity PGVA 

– The current Primary and Supplemental Gas PGVAs would be eliminated  

• The resulting commodity cost equalization effects would then flow into the CCBD PGVA: 

– Which would capture the difference between the costs “assigned” to non-Western 
Canadian purchases (i.e., the actual weighted average cost of Western Canadian 
purchases) and the actual cost of non-Western Canadian purchases 

– To be either refunded to or recovered from all customers in a subsequent period 

• In the end it’s all just accounting 
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Some Obvious Questions 

• How big might these CCBD deferral balances be each year? 

• How significant might the resulting rate riders have to be to dispose of the balances? 

• Would such a mechanism lead to more volatile commodity rates? 

• How about the balances in a single bundled commodity PGVA, would they be larger? 

• Would this mechanism undermine the relevance and timeliness of market price signals? 
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Some Obvious Questions (cont’d) 

• If not in commodity charges, in which rates would the CCBD rate riders be embedded? 

• Would there be operational issues associated with allocating marketers a greater than 
pro-rata share of Centra’s TCPL Mainline capacity from Empress, AB to Manitoba? 

• How would a new bundled commodity rate be set each gas quarter? 

• Would the PUB & intervenors’ ability to evaluate Centra’s upstream gas costs be 
compromised in any way as a result of such changes? 

• Would this mechanism result in additional unintended complexities elsewhere at Centra? 
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CCBD – The Pros 

• Is a simple solution to a complex issue with numerous benefits: 

• All customers would pay a single rate for 100% of their gas consumption (be it fixed or variable) 

• Simpler customer bills 

• Allows the elimination of Primary and Supplemental Gas billing percentages 

• There no longer be any need to ensure equal pro-rata allocation of TCPL Mainline capacity 

• The timely market price signals inherent in the current Primary Gas rate would be retained 

• Would allow customers to fix the rate on 100% of their annual natural gas consumption* 

• Quarterly bundled commodity rate determination would look virtually identical to today 

• CCBD rate riders would be relatively insignificant 

• No group of customers would unfairly benefit at another’s expense 

• Would not introduce any additional rate volatility  
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CCBD – The Cons 

• Customers would never transparently see the Western Canadian versus Non-Western 
Canadian commodity price differential in their rates 

• The CCBD rate rider would likely have to be Embedded in the Distribution rate (or 
Bundled Delivery to Customer Rate), similar to the current Supplemental Gas rate riders 

• However, history has shown that this price differential is likely to be minor over time 

• This is no different than the imperfections inherent in today’s Supplemental Gas rates: 

– Currently, Supplemental Gas rates can remain unchanged anywhere from one to a few years 

– Thereby making Supplemental Gas rates less than market responsive 

• On balance, the positives appear to outweigh the negatives 
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CCBD 
- Some Obvious Questions - 

• Would there be any loss of gas cost transparency at public prudency reviews?: 

– No 

– ‘Under the hood’ Centra would continue to maintain the same level of purchased gas cost detail 
in its accounting system that it does today, thereby allowing the same detailed level of scrutiny 

– The simplifications will only be at the level of customers’ interface with Centra  

• Is a single bundled commodity rate the only rate re-bundling that Centra is considering?: 

– No 

– Centra is also considering this an opportunity to re-bundle the current Transportation to Centra 
and Distribution to Customer rates into a single bundled ‘Delivery to Customer’ rate 

– Which if approved, would take the complexity of the average customer’s bill back to looking 
much like it did before Centra’s rates were unbundled back in the late 1990s 
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While We’re At It 
- Some Additional Potential Changes Being Considered - 

• As the result of recent changes in the transportation market between AECO & Empress: 

– As of 2021*, the vast majority of Centra’s Western Canadian purchases will be at AECO, not 
Empress, while the WTS is structured to receive marketers’ gas at Empress 

– This is why the current Primary Gas rate is an Empress-based rate as opposed to an AECO rate 

• This may present an opportunity to move the WTS marketer receipt point from Empress 
to AECO as part and parcel of a rate re-bundling initiative (if approved): 

– This would allow a common receipt point for both system and marketer gas supplies 

– It would also allow the new bundled commodity rate to be a true commodity-only rate 

– Transportation costs between AECO and Empress, which currently make up part of the 
Primary Gas rate, would then become the sole responsibility of Centra for both system and 
marketer supplied customers and could then flow through the Transportation PGVA 

 * Pending NEB regulatory approvals and construction 
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Next Steps 
• This is a lot of info to digest but we have time for stakeholders to consider this proposal  

• The effects on marketers of moving the WTS receipt point to AECO must be considered: 

– Do marketers have physical WTS supply commitments at Empress extending beyond 2021? 

– Potential effects on marketers’ risk management instruments in place (if any) at Empress? 

– Other implications for marketers that Centra hasn’t yet considered? 

• More consultation with WTS marketers on this proposal is essential. In addition … 

• Over the coming 3 to 6 months Centra will be conducting market research into customer 
attitudes regarding  the complexity of their natural gas bills 

• Centra will propose a follow up consultation session with stakeholders once it has had more 
dialogue with WTS marketers and has these customer research results in hand 

• Any formal proposal to re-bundle rates will be subject to PUB review and approval 

• Written feedback on Centra’s rate re-bundling proposal is requested by February 8, 2019  
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What if Stakeholders Conclude That They Don’t Want to 
Proceed With Rate Re-bundling and Changes to WTS 

 

• Centra is agnostic on these matters 

• While it believes that the changes just discussed are attractive in a number of respects … 

• If the PUB and intervenors decide that they are not comfortable with these changes … 

• Centra will simply continue on with the rates and associated policies currently in place 

• In other words, business as usual 
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Thoughts/Comments/Questions? 
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Distribution rates 
Potential Further Rate Rebundling 
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Current Bill and Rates 
• Basic Charge 
• Transportation to Centra 
• Distribution to Customer 
• Commodity Charges 
• This rate structure has more or less been in place since May 1, 2000 
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History of the Unbundled Bill 
• In 1998 the PUB held a hearing to consider expanding 

competition in the natural gas marketplace in Manitoba.  
• Resulting from this process was the Western Transportation 

Service and the rate structure we have today 
• Some excerpts from the PUB’s decision: 

– “The Board considers that the maximum benefit will  
accrue to customers when more services are unbundled  
and each of these services is separately priced and billed.”  

– “Educating consumers about the competitive aspects of the 
natural gas industry will also be important and can only be 
achieved through greater price transparency.” 

– PUB Order 15/98, Page 74 
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The Unbundled Bill 
• During the 1998 process and in the stakeholder process that 

resulted from that hearing, all stakeholders were in 
agreement that the bill should be broken down to: 
– Primary Gas 
– Storage and Peaking Gas (renamed in the Board’s Order Supplemental Gas) 
– Transportation and Delivery Charge 

• However, the PUB decided that unbundling should be taken 
one step further so that consumers would be aware of the 
portion of the costs over which Centra had no control: 
– “Specifically, the Board will require the bill to be further unbundled to isolate 

the National Energy Board approved fixed and variable tolls as well as the 
Federal Energy Regulatory Commission fixed and variable tolls on the ANR 
Pipeline system and the Great Lakes Gas Transmission system. This third 
component shall be called “Transportation to Centra”.  

– PUB Order 19/00, Page 18 
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Rate Rebundling 

• In Order 65/11, the MPUB directed Centra to: 
– Review its overall natural gas rate structure 
– Noted that the rates of other Canadian gas utilities 

appeared to be simpler than Centra’s  
– Suggested that combining Primary and 

Supplemental Gas charges might be a good start 
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What Customers Have Told Us 
• Some customers have told 

us that our bills are too 
detailed and the details 
don’t mean anything to 
them 

• Half of customers have no 
awareness of the various 
bill components 

NG1. Your monthly natural gas bill is determined by adding 
the charges for several components.  To the best of your 
knowledge, what are the different components of your 
natural gas bill? [Unaided Responses] 
NG1b.  Your natural gas bill is made up of three general 
components – the cost of the natural gas itself, the cost for 
Transporting & Distributing the gas from Alberta to your home 
in Manitoba, and a monthly administration fee.  Were you 
aware of these three components or not? 
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How Customers Look at Their Bills 
Among customers who 
look at their bill at least 
once a year 43% just look 
at the amount due while 
57% review some level of 
detail or at least the 
breakdown between gas 
and electric charges 

NG3. When you do check your home’s energy bill, do you 
typically check just the dollar amount due and due date or do 
you typically look at the bill details that breakdown the 
electricity or natural gas consumed and the electric or natural 
gas rates.  
        [ ] Just check Dollar amount owed 
        [ ] Look at the bill details  
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Possible Solution 

• Add the Transportation to Centra and the 
Distribution to Customer components together 
and present on bill as a re-bundled “Delivery 
Charge” 

• Solution could be used for Residential, Small 
Commercial, Large Commercial or for all 
customers 

• Transportation Service rates would continue to be 
equal to the Transportation to Centra 
component.  
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Current Research 

• Manitoba Hydro updated some questions in its 
Customer Satisfaction Tracking Study to get a 
better understanding of what customers think 
– Ask about which details they typically check 
– Ask if showing the rate components is useful or if it 

makes the bill too complex 

• More targeted research could be undertaken in 
future surveys, if required.  
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Potential Result 
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Next Steps 
• Centra is curious to receive feedback on this proposal 
• Consumer research will also help inform all parties 
• Participants are asked to provide a preliminary indication of 

their thoughts on the proposals and to identify issues they 
believe will need to be addressed by February 8, 2019. 
Comments may be sent to jniemczak@hydro.mb.ca 

• Individual follow up planned with gas marketers to discuss 
details in February 

• Further workshop to share feedback including consumer 
research 
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Thoughts / Comments / Questions? 
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