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CAC Undertaking #4

Please Provide a Table that Demonstrates Mr. Rainkie’s Proposed Reduction of Common Costs
(O&A and FD&T) Allocated to Centra of $5.6 Million for the 2025 to 2027 Test Years.

Response:

The following table supports Mr. Rainkie’s proposal to use a 3-factor composite allocator of 6%
to allocate Common O&A and FD&T costs to Centra —that are proposed by Centra to be allocated
to gas operations using the activity charges allocator and hybrid allocator. This difference
between these two approaches results in Mr. Rainkie’s rate-setting adjustment to reduce the
common cost allocation to Centra by $5.6 million in the 2025 to 2027 Test Years.

Calculation of the $5.6 Million Reduction to Centra's Proposed Common Costs for 2025
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Centra's Proposal:
Costs to Allocate SMillions S 126.2 S 58.8 S 185.0 $ 60.1 $ 245.1 S 549 $ 27.8 $ 327.8
% Allocation to Centra 9% 9% 9% 6% 8.3% 26.1% 32.0% 13.3%
$ Allocation to Centra (A) S 11.4 S 53 § 16.7 S 36 $ 203 S 143 $ 89 § 43.5
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Mr. Rainkie's Proposal:
Costs to Allocate $SMillions S 245.1 S 549 $ 27.8 $ 327.8
% Allocation to Centra 6% 26.1% 32.0% 11.6%
$ Allocation to Centra (B) S 14.7 S 143 S 89 $ 37.9
Reduced Allocation to Centra for 2025 (B - A) S (5.6) $ - S - S (5.6)



Centra’s proposal is to:

Allocate $185.0 million of common O&A and common FD&T costs (Column 3 under
Centra’s proposal) in 2025 by using the activity charges allocator of 9%, thus allocating
$16.7 million of these common costs to gas operations through the activity charges
allocator;

Allocate $60.1 million of common O&A costs (Column 4 under Centra’s proposal) in 2025
by using the hybrid allocator of 6%, thus allocating $3.6 million of these common costs to
gas operations through the hybrid allocator;

Allocate a total of $245.1 million of common O&A and common FD&T costs (Column 5
under Centra’s proposal) in 2025 using the activity charges allocator and hybrid allocator,
thus allocating $20.3 million to gas operations in total for these allocators (an
approximate 8.3% allocation);

Allocate $54.9 million of common O&A costs (Column 6 under Centra’s proposal) to gas
operations in 2025 by using the management estimates allocators which is approximately
a 26.1% allocation (weighted average), thus allocating $14.3 million of these common
costs to gas operations through the management estimates allocators;

Allocate $27.8 million of common O&A costs (Column 7 under Centra’s proposal) to gas
operations in 2025 by using the % of customers allocator which is a 32% allocation, thus
allocating $8.9 million of these common costs to gas operations through % of customers
allocator; and

Allocate $327.8 of total common O&A and common FD&T costs (Column 8 under Centra’s
proposal), with a total of $43.5 million being allocated to gas operations (an approximate
13.3% allocation overall) using the various allocators that are noted above.

In contrast, Mr. Rainkie’s proposal is to simplify the allocation by using a 3-factor composite
allocator of 6% in accordance with leading utility industry practice to allocate the $245.1 million
of total common costs (O&A and FD&T) — resulting in an total allocation of $14.7 million to gas
operations (Column 5 under Mr. Rainkie’s proposal). Mr. Rainkie has not proposed any rate-
setting adjustments related to the $23.2 million (514.3 + $8.9) of common O&A costs that Centra
has proposed to be allocated to gas operations using the management estimates allocators and
% of customers allocator (Column 6 and 7 under Mr. Rainkie’s proposal). As such, under Mr.
Rainkie’s proposal, a total of $37.9 million (Column 8 under Mr. Rainkie’s proposal) is allocated
to gas operations (an approximate 11.6% allocation overall).

The $5.6 million reduction to the common cost allocation to Centra is calculated as the difference
between $37.9 million (Mr. Rainkie’s proposal) and $43.5 million (Centra’s proposal).



