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Centra Gas Manitoba Inc. 

2024/25 General Rate Application 

CAC Undertaking #1 – Transcript Page 1844 – CAC Exhibit #16 

CAC Undertaking #1 

Please Contrast the Original Table 16 in Mr. Rainkie’s Evidence with the Updated Table based 
on His Oral Evidence and Include a Remarks Column to Explain Each of the Updates. 

Response: 

Please see the following table which compares the original Table 16 in Mr. Rainkie’s Evidence 
(Columns 1 to 3), with the updated table in his oral testimony (Columns 4 to 6) – and calculates 
the differences for each line item (Columns 7 to 9) and adds a remarks column to explain the 
updates.  Please note that the table splits out the lower allocation of common costs and reduction 
for unsupported Administrative Support Costs – to improve the understanding of the updates. 

Balanced Rate Path - Net Income & Retained Earnings - 2025 to 2027 - $Millions

1 2 3 4 5 6 7 8 9 10
(4 - 1) (5 - 2) (6 - 3)

Original Update Difference
2025 2026 2027 2025 2026 2027 2025 2026 2027

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Remarks

Net Income = CGM24 (23) (2) 5 (23) (2) 5 0 0 0
Less: Additional Revenue = 4.5%/4.5%/2.75% (11) (27) (40) (11) (27) (40) 0 0 0
Add: Additional Revenue = 4.5%/2.0%/2.0% 11 19 29 11 19 29 0 0 0
Add: Lower Allocation of Common Costs 10 10 10 6 6 6 (4) (4) (4) #1
Add: Unsupported Admin Support Costs 0 0 0 5 5 5 5 5 5 #2
Add: Amortization of Common Costs Credit 7 7 7 7 7 7 0 0 0 #3
Net Income = Balanced Rate Path (BRP) (6) 7 11 (5) 8 12 1 1 1

Post-Acquistion Retained Earnings = CGM24
Opening Retained Earnings 27 4 2 27 4 2 0 0 0
Add: Net Income (loss) (23) (2) 5 (23) (2) 5 0 0 0
Closing Retained Earnings = CGM24 4 2 7 4 2 7 0 0 0

Post-Acquistion Retained Earnings = BRP
Opening Retained Earnings 27 21 28 27 22 30 0 1 2
Add: Net Income (6) 7 11 (5) 8 12 1 1 1
Closing Retained Earnings = BRP 21 28 39 22 30 42 1 2 3
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Remarks to Explain Differences Between the Original and Updated Table 16: 

• #1 = Replace Centra’s 2-factor hybrid allocator (50% weight to assets and 50% weight to 
activity charges) with a 3-factor composite allocator (1/3 weight to assets, 1/3 weight to 
net revenues that include Manitoba Hydro export revenues and exclude Centra cost of 
gas and 1/3 weight to proxy FTEs if the PUB is confident in the revised Centra calculations 
or alternatively activity charges if the PUB is not confident in the Centra revised 
calculations of proxy FTEs).  The 3-factor composite allocator is 6% regardless of the use 
of proxy FTEs or activity charges.  This update is designed to implement leading industry 
practice and to provide more stability and flexibility for the common cost allocations 
between Centra and Manitoba Hydro during the expected upcoming period of significant 
investment in electric major capital projects and electric business operations capital – as 
demonstrated in the recently filed Manitoba Hydro 2025/26 to 2027/28 GRA.  The 
proposed rate-setting adjustment for a lower allocation of common costs was updated 
from $10 million down to $6 million (reduction of $4 million) to recognize the impacts of 
the revised proxy FTE calculations provided by Centra in Figure 9, Page 29 of its Rebuttal 
Evidence (2024/25 Test Year Column of $5.6 million in Centra Rebuttal is rounded to $6 
million in the above table); 
 

• #2 = The proposed rate-setting adjustment for the unsupported Administrative Support 
Cost increases was updated from $0 million up to $5 million (increase of $5 million).  This 
item was left open in Mr. Rainkie’s pre-filed evidence and associated Balanced Rate Path 
recommendations pending additional information that may become available at the oral 
hearing (Mr. Rainkie’s pre-filed evidence, pgs. 86 and 87).  No additional information was 
provided by Centra at the oral hearing to justify this increase and as a result a rate-setting 
adjustment was made by Mr. Rainkie in his oral evidence to remove the $4.7 million 
increase (round to $5 million in the table above); and 
 
 

• #3 = (a) The proposed rate-setting credit to recognize that the over allocation of common 
costs from 2021 to 2024 was updated from $35 million down to $21 million (reduction of 
$14 million) to recognize the impacts of the revised proxy FTE calculations provided by 
Centra in Figure 9, Page 29 of its Rebuttal Evidence (Summation of the 2020/21, 2021/22, 
2022/23 and 2023/24 Columns of $5.6 million, $5.4 million, $4.2 million and $5.4 million, 
respectively – totals $20.6 million and is rounded to $21 million) (b) In the original Table 
16, the $35 million credit was assumed to be amortized over 5-years for an annual 
amortization credit of $7 million per year.  In the updated Table 16, Mr. Rainkie’s final 
recommendation is to amortize this $21 million credit over 3-years for an annual 
amortization credit of $7 million per year.  Given the lower credit amount, Mr. Rainkie is 
of the view that the $21 million can be amortized over the 3-year Test Period (2025 to 
2027) to limit any potential intergenerational inequity due to the passage of time 
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between when those credit amounts arose (2021 to 2024) and when they are refunded 
to ratepayers (2025 to 2027).  As a result of the revision to the amortization period (from 
5-years down to 3-years) and the update of the credit amount from $35 million to $21 
million – the annual amortization amount remains at $7 million per year (in the original 
$35 million / 5 years = $7 million of amortization per year - and in the update $21 million 
/ 3 years = $7 million of amortization per year). 

 

The net impact of the updates is to increase the net income under the Balanced Rate Path by $1 
million per year over the 3-year period from 2025 to 2027, which increases the post-acquisition 
retained earnings by $3 million over that same period. 


