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The purpose of Cascade Natural Gas Corporation’s Cost Allocation Manual is to describe 
the methodologies for allocating direct, indirect, and shared services costs between the 
utility and its non-regulated or non-utility affiliates and activities. 
 
 
Affiliate/Non-Regulated Operations Estimated Margin Summary: 
 

• Natural Gas Operations                                   Estimated >98% 
• Non-Gas Operations                                        Estimated <  2% 
• Total                                                                               100% 
 

 
Cascade Natural Gas Corporation’s Non-Regulated Activities and Affiliates: 
The following is a list of CNGC’s Non-Regulated Activities through CGC Energy: 
 
  The procurement and sale of gas supply and upstream pipeline 

capacity to customers located in the State of Washington. 
 
The following is a list of CNGC’s Affiliates and Subsidiaries: 
  

1. Cascade Land Leasing Company – Services appliance loans to the regulated 
utility’s customers, no new loans issued since September 1997 

2. CGC Energy – Effective 4/1/2007, provides Gas Supply Sales to customers 
located in the State of Washington.  

3. CGC Properties – Holds Investment Property – Inactive 
4. CGC Resources – Pipeline Capacity Management – Active with no current 

activities. 
 

All direct revenues and expenses incurred, such as royalty and interest revenues and 
income or property tax expense, are recorded on the appropriate subsidiary’s books.   
 
 
 
CASCADE LAND LEASING: 
Labor Allocation Methods-Cascade Land Leasing 
 
Cascade Natural Gas Corporation allocates labor and facilities rent to Cascade Land 
Leasing Company.  
 
Direct Labor method used:  A report is received in Corporate Accounting at the end of 
each month detailing the employees who spent time working on Cascade Land Leasing 
Company processes and the total hours involved.  The number of each employee’s hours 



 

 

worked is multiplied by their hourly wage and added together to arrive at the total direct 
labor costs billed to Cascade Land Leasing for the month. 
 
Payroll Loadings and Overheads-Cascade Land Leasing 
 
Indirect Labor method used:  Payroll taxes and benefits costs are also allocated to 
Cascade Land Leasing Company.  It was determined that Cascade Natural Gas 
Corporation would use a rate of 10.3% of the direct labor costs for payroll taxes.  This is 
based upon a combination of FICA, FUTA, and SUTA taxes.  The payroll benefits rate 
used is the same one used by Cascade Natural Gas Corporation for benefit on costing 
(total benefit cost divided by total direct labor costs).  The rate for FY 2007 is 48.7%.  
This ratio is established annually at the beginning of the fiscal year.   
 
 Cost Element 

• Payroll Taxes (FICA, Medicare, FUTA, SUTA, other)       10.3% 
• Benefits (PTO, Sick time, Medical/Dental, Retirement)     48.7% 
• Total                                                                                     59.0%   

 
Service Provider and Administrative Allocations-Cascade Land Leasing 
 
Facilities Rent method used:  Cascade Natural Gas Corporation charges Cascade Land 
Leasing Company for use of office space based on square footage and time spent by 
employees occupying that office space while working on Cascade Land Leasing 
Company activities.  There is 109 square feet of space that is billed at a yearly rate of 
$15.00 per square foot.  The space rent total is divided by 12 and is then multiplied by the 
total number of direct labor hours divided by the total number of possible working hours 
in a month (37.5 x 4 = 150).  The actual monthly rent formula is 109*($15/12)*(direct 
labor hours/150). 
 
Cascade Natural Gas Corporation prepares an invoice each month for these costs and 
submits it to Cascade Land Leasing Company for payment.  
 
Organization Chart 
 
No Change 
 
 
 
CGC ENERGY: 
Labor Allocation Methods-CGC Energy 
Effective April 1, 2007, CGC Energy (CGCE) will begin providing Wholesale Gas 
Supply Marketing services to Cascade’s Washington Customers.   
 
Direct Labor method used:   
CGC Energy has 3 employees ( 2 Account Executives, and  1 Manager) whose full-time 
duties are to perform services for the subsidiary.  As a result 100 % of  their payroll and 
all associated labor costing are directly assigned to the subsidiary through a work order.  



 

 

Other direct expenses, such as travel or consulting services for CGCE are also directly 
assigned to the subsidiary.   
 
Additionally, on a regular basis, other general office employees will spend time on 
corporate service support, such as billing, payroll, accounting, federal income tax filings, 
and general management duties for CGC Energy.  The costs associated with providing 
those services will be directly assigned based on documented hours worked  (individual 
time records) on affiliated business.   
 
Payroll Loadings and Overheads-CGC Energy  
 
Indirect Labor method used:  Payroll taxes and benefits costs are also allocated to CGC 
Energy for dedicated and shared employees, which is accomplished through the labor-
costing module of the Company’s accounting system.  Cascade Natural Gas Corporation 
uses a rate of 10.3% of the direct labor costs for payroll taxes.  This is based upon a 
combination of FICA, FUTA, and SUTA taxes.  The payroll benefits rate used is the 
same one used by Cascade Natural Gas Corporation for benefit on costing (total benefit 
cost divided by total direct labor costs).  The rate for FY 2007 is 48.7%.  This ratio is 
established annually at the beginning of the fiscal year.   
  

Cost Element 
• Payroll Taxes (FICA, Medicare, FUTA, SUTA, other)       10.3% 
• Benefits (PTO, Sick time, Medical/Dental, Retirement)     48.7% 
• Total                                                                                     59.0%   

 
Service Provider and Administrative Allocations- CGC Energy 
 
Facilities Rent method used:  Cascade Natural Gas Corporation charges CGC Energy for 
direct office space used by its 3 employees.  The portion of Cascade’s facilities utilized 
by CGC Energy direct employees is 480 square feet, which is billed at an annual rate of 
$15.00/square foot.  
 
The square footage associated with those employees performing shared services for both 
Cascade and CGC Energy will also be included in the calculation of the bill for services 
performed on behalf of CGC Energy.  Each shared employee’s square footage will be 
measured and billed at a yearly rate of $15.00 per square foot.  The space rent total is 
divided by 12 and is then multiplied by the total number of direct labor hours divided by 
the total number of possible working hours in a month (37.5 x 4 = 150).  The actual 
monthly rent formula is (square footage)*($15/12)*(direct labor hours/150). 
  
Cascade Natural Gas Corporation will prepare an invoice each month for these costs and 
submits it to CGC Energy for payment.  
 
Organization Chart 
See Attached  
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