CASCADE NATURAL GAS CORPORATION

Energy Project Group 

2006 Rate Case Data Request


Request No. 27
Date prepared: August 4, 2006
Preparer:  Julie Marshall  

Likely Witness: Jon Stoltz          
Telephone:  206-381-6823 
Please provide a detailed description of how the Company calculates its uncollectible 

allowance.  Separately provide the most recent calculation of the uncollectible allowance, 

including sufficient underlying work papers and analysis to permit the duplication of the 

calculation.

Response:  

The Company calculates the uncollectible allowance based on three different Account Receivable populations.  
Residential and commercial balances are calculated on a hybrid method of the income statement and the balance sheet approach.  Step 1 is to calculate the 12 month rolling total amount of net write offs for the 2 customer groups: Residential and Commercial.  The 12-month total net write offs are compared to the previous year 12-month total revenues (using the previous year revenues because our net write offs happen 1 year after the revenue recorded).  The percentage of write-offs to revenues (write-offs over revenues) is multiplied by the current year 12 month total revenues to arrive at the current month target uncollectible balance.  This target is compared to the balance in the allowance account and adjusted accordingly.  Also considered in this analysis is the aging of the active residential and commercial accounts, the balance and aging of the closed accounts and compares the aging and balances to the prior year aging and balances.  The provision target is then adjusted based on movements in those aging categories.  

The second population is large volume accounts.  For this population,  a specific reserve method is used.  Once a large volume account is identified as at-risk the account is reviewed for chance of collection and the amount considered uncollectible is expensed and increases the reserve.

The third population consists of the Company’s “miscellaneous” accounts receivable, and includes Service Plus revenue, Third-Party Damages, Service Line Modifications, and Contract Deficiency Billings.  CNGC uses the Balance Sheet method for this AR population and uses a historical write-off percentage of 35%.  This write-off percentage is applied to the current A/R balance to arrive at the target uncollectible balance.  This is compared to the actual balance and the reserve is adjusted accordingly.

The total AR reserve is approved by the Assistant Controller, Controller, and CFO.

