
 
 

CASCADE NATURAL GAS CORPORATION 
2021 Affiliated Interest Report and Subsidiary Transactions report to the 

Washington Utilities and Transportation Commission 
 

 
This report provides the information required per WAC 480-90-264 for the 2021 calendar 
year.   

 
1. WAC 480-90-264 (1) – The affiliated interest and subsidiary transaction report 

must include a corporate organizational chart of the utility and its affiliated 
interest and subsidiaries. 
 
See the attached organizational chart.  

 
2. WAC 480-90-264 (1) – Provide a summary of all transactions, except 

transactions at tariff rates, that occurred between the utility and its affiliated 
interests and the utility and its subsidiaries.  
 

Affiliated Interest Shared Services Expense 
Account Description Total Company Total Washington 
  MDU/MDUR/IGC Consulting-Cap Exp $2,461,674.14 $1,843,547.76 

426.1 Donations $141,479.02 $106,455.85 
426.2 Life Insurance ($282,184.85) ($211,328.30) 
426.4 Political Activities $324,160.02 $242,763.43 
426.5 Other Deductions $0.00 $0.00 

813  Other Gas Supply Expenses $185,849.52 $139,182.74 

870 Operation Supervision and Engineering $1,308,531.39 $978,675.95 
872 Compressor Station Operating Expense $33,101.37 $31,623.10 
874 Mains & Services Expenses $44,865.16 $33,599.59 

875 Measuring & Regulating Station Expenses General $118,618.46 $88,833.37 

876 Measuring & Regulating Station Expenses Industrial $19,600.59 $14,678.88 
878 Meter & Housing Regulator Expenses $5,340.00 $3,999.13 
880 Other Expenses $1,137,667.73 $858,078.79 
881 Rents $98,044.20 $81,391.67 
885 Maintenance Supervision and Engineering $38,016.86 $28,466.29 
887 Maintenance Mains $3,823.50 $2,863.42 

887.1 Pipeline Integrity ($0.05) ($0.04) 
888 Compressor Station Maintenance $86,956.65 $86,956.65 
892 Maintenance of Services $98.30 $73.62 
894 Maintenance of Other Equipment $10,986.60 $8,227.84 
901 Supervision $42,972.88 $32,182.42 
902 Meter Reading Expenses $141,357.78 $105,862.84 
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903 Customer Records & Collection Expenses $5,320,893.78 $3,984,817.35 
904 Uncollectible Accounts $704,670.07 $603,162.84 
908 Customer Assistance Expenses $43,977.41 $33,236.00 

909 Informational & Instructional Advertising Expenses $114,588.39 $86,438.73 

913 Promotional Advertising $2,175.00 $1,628.86 
920 Administrative & General Salaries $8,413,013.42 $6,300,505.60 
921 Office Supplies & Expenses $4,317,994.48 $3,234,407.64 
922 Administrative Expenses Transferred Credit $0.00 $0.00 
923 Outside Services Employed $512,570.32 $213,720.52 
925 Injuries & Damages $22,953.37 $19,865.46 
926 Employee Pensions & Benefits $56,963.65 $42,660.09 

930.1 General Advertising Expenses $41,524.42 $31,097.65 
930.2 Misc. General Expenses $463,687.69 $347,255.68 

931 Rents $1,444,923.97 $1,082,103.57 
932 Maintenance of general plant $1,156.58 $866.18 

  Grand Total $27,382,051.82  $20,457,901.17 
 

 
PAYMENTS BY THE UTILITY TO THE AFFILIATE  

Affiliated Interest Total Company 
Total 

Washington 
Future Source Capital Corp. $2,377.00 $1,780.14 
Knife River Corporation $76,055.76 $0.00 
Montana-Dakota Utilities Co. $15,883,415.63 $11,895,089.97 
MDU Resources Group, Inc. $8,072,418.87 $6,045,434.49 
Intermountain Gas Company $633,749.95 $474,615.34 
Centennial Holdings Capital LLC $1,734,902.16 $1,299,268.23 

 
PAYMENTS BY THE AFFILIATE TO THE UTILITY  

Affiliated Interest Total Company 
Total 

Washington 
Future Source Capital Corp. $72,657.00 $54,412.83 
Knife River Corporation $19,708.90 $0.00 
Intermountain Gas Company $61,029.96 $45,705.34 

 
3. WAC 480-90-264(2) – When total transactions with an affiliated interest or 

subsidiary equal or exceed one hundred thousand dollars, the utility must 
provide: 

 
 

(a) A balance sheet and income statement for such affiliated interest. 
Below are the Income Statements and Balance Sheets for each company where 
transactions with Cascade Natural Gas Corporation exceeded $100,000 in 2021. 
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MDU Resources Group, Inc. 
 
Year ended December 31,                                       2021 

        Balance sheet data (000’s) 
    

ASSETS  
Current assets:  
    Cash and cash equivalents $6,159  
    Receivables, net 6,120 
    Accounts rec from subsidiaries 49,696 
    Prepayments and other current assets 2,528 
Total Current Assets $64,503  
Noncurrent Assets  
     Investments $55,686 
     Investments in subsidiaries  3,368,537 
     Deferred income taxes                  7,364  
     Operating lease right-of-use assets                      114  
     Other                26,558  
Total Noncurrent Assets $3,458,259 
Total Assets $3,522,762  

  
LIABILITIES AND STOCKHOLDERS’ EQUITY  
Current liabilities:  
   Accounts payable $2,546 
   Accts pay to subsidiaries 6,133 
   Taxes payable 1,672 
   Dividends payable    44,229 
   Accrued compensation   4,098 
   Operating lease liab. due within one year 52 
   Other accrued liabilities 7,309 
Total Current Liabilities $66,039  
Noncurrent liabilities:  
    Operating lease liabilities $62 
    Other 73,787 
Total Noncurrent Liabilities $73,849 
Commitments and contingencies  
Stockholders’ equity:  
Common stock $203,889  
Other paid-in capital          1,461,205  
Retained earnings             1,762,410  
Accumulated other comprehensive loss             (41,004) 
Treasury stock at cost – 538,921 shares                (3,626) 
Total Stockholders’ Equity:                  $3,382,874  
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Total Liabilities and Stockholders’ Equity $3,522,762  
 

Year ended December 31,                                       2021 
        Income statement data (000’s) 
 

Equity in earnings of subsidiaries from continuing operations  $377,731  
Income from continuing operations  377,731 
Equity in earnings (loss) of subsidiaries from discontinued operations  400 
Net income  $378,131  
Comprehensive income  $385,205  

 
Intermountain Gas Company 

 
Year ended December 31,                                       2021 

        Balance sheet data (000’s) 
 

ASSETS  
Current assets:  
    Cash and cash equivalents $789  
    Receivables, net 45,932 
    Inventories             2,740  
    Prepayments and other current assets 17,291 
Total Current Assets $66,752  
Noncurrent Assets:  
     Property, plant and equipment $860,657  
    Less accumulated depreciation and amortization 306,891 
     Net property, plant, and equipment $553,766 
     Regulatory assets $2,203 
     Operating lease right-of-use-assets 676 
     Materials and supplies inventory - at average cost 5,920 
     Other 6,110 
Total Noncurrent Assets $568,675 
Total Assets $635,427 

  
LIABILITIES AND MEMBER’S EQUITY  
Current liabilities:  
   Accounts payable $26,104 
   Taxes payable 6,362 
   Dividends payable    2,640 
   Accrued compensation   1,419 
   Regulatory liabilities due within one year 6,701 
   Operating lease liabilities due within one year 146 
   Other accrued liabilities 14,967 
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Total Current Liabilities $58,339 

  
Noncurrent Liabilities:  
   Long-term debt $186,182  
   Deferred income taxes 28,856  
   Regulatory liabilities 39,262  
   Accrued provision-pension and benefits 6,479  
   Asset retirement obligations 118,819  
   Operating lease liabilities 530  
   Customer advances 11,084  
   Other 472  
Total Noncurrent Liabilities $391,684 

  
Member's equity:  
   Member's equity, 100% owned at December 31. $1,513 
   Other paid-in capital 103,297 
   Retained earnings    82,238 
   Accumulated other comprehensive loss (1,644) 
Total Member's Equity:                  $185,404 
Total Liabilities and Member's Equity $635,427  

 
Year ended December 31,                                       2021 

        Income statement data (000’s) 
 

Operating revenues $262,179  
Operating expenses:  
    Purchased natural gas sold $148,349 
    Operation and maintenance 58,279 
    Depreciation and amortization 20,811 
    Taxes other than income 12,328 
Total Operating Expenses $239,767 
Operating income $22,412 
Other income (expense) 129 
Interest expense  6,072 
Income (loss) before taxes $16,469 
Income taxes $3,343 
Net Income $13,126  
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Montana-Dakota Utilities Co. 

Year ended December 31,  2021 
   Balance sheet data (000’s) 

ASSETS 
Current assets: 
    Cash and cash equivalents $1,461 
    Receivables, net 117,227 
    Inventories 15,403 
    Current regulatory assets  46,628 
    Prepayments and other current assets 3,781 
Total Current Assets $184,500 
Noncurrent Assets: 

 Property, plant and equipment $3,118,581 
 Less accumulated depreciation and amortization 974,266 
 Net property, plant and equipment $2,144,315 
 Goodwill $4,812 
 Regulatory assets 205,912 
 Investments 42,044 
 Operating lease right-of-use-assets 18,758 
 Materials and supplies inventory - at average cost 29,446 
 Other 38,985 

Total Noncurrent Assets $2,484,272 
Total Assets $2,668,772 

LIABILITIES AND MEMBER’S EQUITY 
Current liabilities: 
   Long-term debt due within one year $700 
   Accounts payable 60,490 
   Taxes payable 23,318 
   Dividends payable    11,300 
   Accrued compensation   10,141 
   Regulatory liabilities due within one year 2,522 
   Operating lease liabilities due within one year 786 
   Other accrued liabilities 36,128 
Total Current Liabilities $145,385 

Noncurrent Liabilities: 
   Long-term debt $924,450 
   Deferred income taxes 236,144 
   Regulatory liabilities 208,504 
   Accrued provision-pension and benefits 36,895 
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Attached is the Cost Allocation Manual which describes the costing method 
procedures for Cascade Natural Gas Corporation. 

 
(d) A Description of Terms of any Loans between the utility and each such 

affiliated interest or subsidiary and a listing of the year-end loan amounts 
and maximum loan amounts outstanding during the year. 

 
No loans were made to an affiliate or subsidiary during 2021. 

 
(e)  A Description of the terms and total amount of any obligation or liability 

assumed by the utility for each such affiliated interest or subsidiary. 
 

None. 
 

(f) A Description of the activities of each such affiliated interest or subsidiary 
with which the utility has transactions. 

 
 MDU Resources Group, Inc, the parent Company to Cascade Natural Gas 

Corporation, provides management/consulting/legal services to Cascade 
Natural Gas Corporation. 

 Montana-Dakota Utilities Co. (MDU) – Cascade provides 24/7 gas control 
monitoring of MDU’s distribution system and provides notification to the 
appropriate personnel when a problem is detected. 

 Intermountain Gas Co. (IGC) - Cascade provides 24/7 gas control monitoring 
of IGC’s distribution system and provides notification to the appropriate 
personnel when a problem is detected. 

 Centennial Holdings Capital LLC carries various liability insurance policies 
on behalf of Cascade Natural Gas Corporation. 

 

(g) A List of all common officers and Directors between the gas utility and each 
such affiliated interest or subsidiary, along with their titles in each 
organization.  
 
 
Please see the attached lists. 
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Attachments 
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Cascade Natural Gas Corporation 
 
Primary Address  
8113 West Grandridge Boulevard  
Kennewick, Washington 99336-7166 
 
Management Name  Title  
Goodin, David L.  Director  
Kivisto, Nicole A.  Director  
Liepitz, Karl A.  Director  
Vollmer, Jason L.  Director  
Chiles, Mark A.  Vice President - Regulatory Affairs and Customer Service  
Darras, Patrick C.  Vice President – Engineering and Operations Services  
Gilchrist, Hart  Vice President - Safety, Process Improvement and Operations Systems  
Goodin, David L.  Chair of the Board  
Jones, Anne M.  Vice President – Chief Human Resources Officer 
Kivisto, Nicole A.  President and Chief Executive Officer  
Liepitz, Karl A.  General Counsel and Secretary  
Link, Margaret (Peggy) A.  Vice President and Chief Information Officer  
Madison, Scott W.  Executive Vice President - Business Development and Gas Supply  
Mann, Allison R.  Assistant Secretary  
Martuscelli, Eric P.  Vice President – Field Operations  
Nygard, Tammy J.  Controller  
Senger, Dustin J.  Treasurer  
Senger, Garret  Executive Vice President - Regulatory Affairs, Customer Service and Administration  

Montana-Dakota Utilities Co. 
 
Primary Address  
400 North Fourth Street  
Bismarck, North Dakota 58501-4092 
 
Management Name  Title  
Goodin, David L.  Director  
Kivisto, Nicole A.  Director  
Liepitz, Karl A.  Director  
Vollmer, Jason L.  Director  
Chiles, Mark A.  Vice President - Customer Service  
Darras, Patrick C.  Vice President – Engineering and Operations Services  
Gilchrist, Hart  Vice President - Safety, Process Improvement and Operations Systems  
Goodin, David L.  Chair of the Board  
Jones, Anne M.  Vice President – Chief Human Resources Officer  
Kivisto, Nicole A.  President and Chief Executive Officer  
Liepitz, Karl A.  General Counsel and Secretary  
Link, Margaret (Peggy) A.  Vice President and Chief Information Officer  
Madison, Scott W.  Executive Vice President - Business Development and Gas Supply  
Mann, Allison R.  Assistant Secretary  
Martuscelli, Eric P.  Vice President – Field Operations  
Nygard, Tammy J.  Controller  
Senger, Dustin J.  Treasurer  
Senger, Garret  Executive Vice President - Regulatory Affairs, Customer Service and Administration  
Skabo, Jay  Vice President - Electric Supply  
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MDU Resources Group, Inc. 
 
Primary Address  
1200 West Century Ave 
Bismarck, North Dakota 58503 
 
Management Name  Title  
Everist, Thomas  Director  
Fagg, Karen B.  Director  
Goodin, David L.  Director  
Johnson, Dennis W.  Director and Chair of the Board  
Moss, Patricia L.  Director  
Rosenthal, Dale S. Director 
Ryan, Edward A.  Director  
Sparby, David M.  Director  
Wang, Chenxi  Director  
Barth, Stephanie A.  Vice President, Chief Accounting Officer and Controller  
Goodin, David L.  President and Chief Executive Officer  
Jones, Anne M.  Vice President and Chief Human Resources Officer  
Krause, Danielle (Dani) M.  Assistant Secretary  
Liepitz, Karl A.  Vice President, General Counsel and Secretary  
Link, Margaret (Peggy) A.  Vice President and Chief Information Officer  
Riehl, Adrienne L.  Assistant General Counsel and Assistant Secretary  
Senger, Dustin J.  Treasurer  
Vollmer, Jason L.  Vice President and Chief Financial Officer  

 

 
Intermountain Gas Company 
 
Primary Address  
555 South Cole Road  
Boise, Idaho 83709 
 
Management Name  Title  
Goodin, David L.  Director  
Kivisto, Nicole A.  Director  
Liepitz, Karl A.  Director  
Vollmer, Jason L.  Director  
Chiles, Mark A.  Vice President - Regulatory Affairs and Customer Service  
Darras, Patrick C.  Vice President – Engineering and Operations Services  
Gilchrist, Hart  Vice President - Safety, Process Improvement and Operations Systems  
Goodin, David L.  Chair of the Board  
Jones, Anne M.  Vice President and Chief Human Resources Officer  
Kivisto, Nicole A.  President and Chief Executive Officer  
Liepitz, Karl A.  General Counsel and Secretary  
Link, Margaret (Peggy) A.  Vice President and Chief Information Officer  
Madison, Scott W.  Executive Vice President - Business Development and Gas Supply  
Mann, Allison R.  Assistant Secretary  
Martuscelli, Eric P.  Vice President – Field Operations  
Nygard, Tammy J.  Controller  
Senger, Dustin J.  Treasurer  
Senger, Garret  Executive Vice President - Regulatory Affairs, Customer Service and Administration  
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Centennial Holdings Capital LLC 
 
Primary Address  
1200 West Century Ave 
Bismarck, North Dakota 58503 
 
Management Name  Title  
Goodin, David L.  Manager 
Liepitz, Karl A.  Manager 
Vollmer, Jason L.  Manager 
Goodin, David L.  Chair of the Board, President and Chief Executive Officer  
Liepitz, Karl A.  General Counsel and Secretary  
Senger, Dustin J.  Treasurer  
Vollmer, Jason L.  Vice President  
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Overview 

Cascade Natural Gas Corporation (CNG), a gas distribution company 
operating in the states of Washington and Oregon, is a subsidiary of MDU 
Resources Group, Inc. Cascade Natural Gas has its’ own set of financial 
records. The operations of Cascade Natural Gas Corporation are under the 
direction of one Utility Group (UG) executive leadership team. 
 
Montana-Dakota and Great Plains are one legal entity and have one set of 
financial records.  However, utility related rate base and income statement 
items, whether directly assigned or allocated, are captured in a unique 
financial ledger to provide for regulatory reporting.  The operations of both 
Montana-Dakota and Great Plains are under the direction of one Utility 
Group (UG) executive leadership team. 
 
FutureSource Capital Corporation (FutureSource) is a separate legal entity 
that owns the corporate campus facilities that house the MDUR corporate 
staff and other property utilized in providing services to the operating 
companies within MDUR.   
 
Below is an overview of the operational structure for the purpose of 
assigning costs.  The diagram presented is intended to provide an overview 
for cost allocation only and is not intended to represent the legal structure of 
the Corporation.  Note that costs from MDUR and FutureSource are directly 
assigned or allocated and charged to the operating companies (i.e. Utilities 
Group, WBI Energy, etc.) 
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This document will discuss the allocations to/from: 

• MDUR and FutureSource to Cascade Natural Gas Corporation 
• Montana-Dakota/Great Plains to Cascade Natural Gas Company  

(CNGC) and Intermountain Gas Corporation (IGC) 
• Cascade Natural Gas Corporation (CNG) to Intermountain Gas 

Company (IGC) and Montana-Dakota/Great Plains 
• Utility segment to state jurisdictions 

Overall, the approach to allocating costs at each level is to directly assign 
costs when applicable and to allocate costs based on the function or driver of 
the cost. 
 

MDU Resources Group, Inc. (MDUR) Allocations 

The MDUR corporate staff consists of shared services departments (payroll, 
human resources, business services and enterprise information technology), 
and administrative and general departments.   

Shared Services 

MDU Resources Group, Inc. has several departments that provide specific 
services to the operating companies. These departments have developed a 
pricing methodology which is updated annually for the allocation of costs to 
the MDUR operating companies that utilize their services.  (See Exhibit IV)  
These departments include: 

Payroll Shared Services  

Payroll Shared Services department provides comprehensive payroll 
services for MDUR companies and employees.  It processes payroll in 
compliance with appropriate federal, state and local tax laws and 
regulations.  Payroll Shared Services is also responsible for preparation, 
filing and payment of all payroll related federal, state and local tax 
returns.  It also maintains and facilitates payments and accurate 
reporting to payroll vendors for employee benefits and other payroll 
deductions.  For Montana-Dakota and Great Plains, the payroll shared 
services department is also responsible for the accumulation of time entry 
records and maintenance of employee records.  Montana-Dakota and 
Great Plains do not have any departments that provide these payroll 
related services. 
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Human Resources 

Human Resources operates as “One HR” across the regulated business 
units of MDU Resources Group including Montana-Dakota, Great Plains, 
Cascade Natural Gas, Intermountain Gas, and WBI Energy.  There are 
employees in the HR departments at each of the business units that focus 
on the operational function of human resources: employee relations, 
labor relations, staffing, and leave management, all for their specific 
location.  At MDU Resources, shared HR functions are performed for all of 
the regulated businesses: compensation management, benefits 
administration, policy development, human resource information 
systems, organizational development, as well as providing support and 
backup for the business unit functions.  
 

Business Services  

Business Services provides support services for facilities and 
administrative services (including bill printing), supply chain (purchasing 
and inventory), fleet, travel, and accounts payable (including unclaimed 
property). Business Services also creates and maintains the Corporation’s 
national accounts for the purchase of products, goods and services. 
National accounts take advantage of the combined purchasing power of 
all the Corporation’s operating companies. Business Services is 
committed to serving its customers by providing timely, standardized, 
cost-effective goods and services that support business strategies and 
goals. 
 

Enterprise Information Technology 

Enterprise Information Technology (EIT) provides policy guidance, 
infrastructure related IT functions and security-focused governance.  EIT 
seeks to increase the return on investment in technology through 
consolidation of common IT systems and services, while eliminating 
waste and duplication.  EIT works to increase the quality and consistency 
of technology, increase functionality and service to the enterprise, 
provide governance for managing and controlling risk and reduce costs 
through economies of scale.  
 
The EIT services get allocated to Montana Dakota using agreed upon 
formulas based on utilization of the services. 
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Administrative and General Services  

Administrative and general functions performed by MDUR for the benefit 
of the operating companies include the following departments:  

• Corporate governance, accounting & planning  
• Communications & public affairs 
• Human resources  
• Internal audit  
• Investor relations 
• Legal  
• Risk management  
• Tax and compliance  
• Treasury services  

Cascade Natural Gas Corporation receives an allocation of these corporate 
costs.  Corporate Policy No. 50.10 states “It is the policy of the Company 
to allocate MDU Resources Group, Inc.’s (MDU) administrative costs and 
general expenses to the MDU’s business units”. Business units described 
in the policy have been referred to as operating companies in this 
document. The policy states that costs that directly relate to a business 
unit will be directly assigned to the applicable business unit and only the 
remaining unassigned expenses will be allocated to the operating 
companies using the corporate allocation methodology.  The allocation 
factor developed to apportion MDUR’s unassigned administrative costs is 
a capitalization factor which is based on 12 month average capitalization 
at March 31, effective July 1 and at September 30, effective January 1 
each year.  MDUR has a mix of regulated and non-regulated companies. 
The non-regulated companies are cyclical in nature and could be 
impacted significantly with a downturn in the economy. It is unlikely 
during that same downturn their share of corporate costs would be 
materially different. Due to the volatility of non-regulated companies, and 
inconsistency between periods of other potential allocation factors, 
capitalization is the most appropriate allocation factor for MDUR. 
Capitalization includes total equity and current and non-current long-term 
debt (including capital lease obligations).  The Corporate Overhead 
Allocation Factors are shown in Exhibit I. 
 
Montana-Dakota’s gas (including Great Plains) and electric business 
segments are reflected in the Corporate Overhead Allocation Factors in 
Exhibit I.  Operating companies that receive allocated costs on a monthly 
basis from MDUR include: 
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• Montana Dakota – Electric utility segment 
• Montana Dakota/Great Plains – Gas utility segment 
• Cascade Natural Gas Corporation (CNGC) 
• Intermountain Gas Company (IGC) 
• WBI Energy Transmission 
• WBI Midstream 
• Knife River (KR) 
• MDU Construction Services Group, Inc. (CSG) 

The corporate costs allocated to the electric and gas segments at 
Montana-Dakota/Great Plains are subsequently allocated to the state 
jurisdictions Montana Dakota and Great Plains serve. Corporate costs are 
recorded in the administrative and general (A&G) function for Montana-
Dakota/Great Plains.  (See state jurisdictional allocation discussion on 
page 11.) 

FutureSource 

FutureSource, a separate legal entity, owns the facilities at the corporate 
campus that house the MDUR corporate staff and other property utilized in 
providing services to all the operating companies within MDUR.  These 
include the corporate office, computers, telephones, furniture, fixtures and 
aircraft.  Montana-Dakota/Great Plains acquired an interest in a portion of 
the land, building, hangar and aircraft with a cash contribution to 
FutureSource and placed these assets into rate base.  The purchase of a 
portion of the assets (based on the net book value) was determined to be 
beneficial to the rate payer rather than paying a higher rate of return for the 
investment in the cost of service calculation billed by FutureSource.  The 
investment in these assets is fluid in nature and does change over time 
depending on the total investment held by FutureSource.  This investment is 
monitored annually and compared to its proximity to the Corporate 
Overhead Allocation Factor.  The level of investment is targeted to remain 
relatively close to the Utility Group’s Corporate Overhead Allocation Factor.  
Montana-Dakota/Great Plains receives a cost of service return from IGC and 
CNGC for their proportionate share of the contribution made by Montana-
Dakota.  The revenue received by Montana-Dakota for this cost of service is 
recorded in miscellaneous revenue. 
 
Annually FutureSource calculates a cost of service for any unfunded portion 
of these corporate assets and bills the operating companies monthly.  
Components included in the cost of service for these facilities and other 
property include operation and maintenance expense, depreciation, property 
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taxes, income taxes and a pretax return on the investment.  The annual 
calculation is maintained by FutureSource and the most recent copy may be 
requested from the MDU Resources Corporate Planning Department.  Each 
month Montana-Dakota /Great Plains allocates these costs to the electric 
and gas utility segment based on the Montana-Dakota corporate overhead 
factor, Exhibit II. 
 
FutureSource also owns and operates a corporate aircraft and a hangar.  
Fixed costs for the aircraft are allocated to the MDUR operating companies 
on the MDUR corporate overhead factor referenced above (Exhibit I).  The 
variable costs are charged to the appropriate business unit as a direct 
charge on an hourly flight rate. These charges will at times exceed or be 
below the actual variable cost.  A year-end true-up includes an adjustment 
to the excess or shortfall in such hourly billing.  Flights for employees of 
Montana-Dakota/Great Plains are directly assigned to the appropriate utility 
segment and state jurisdiction based on the purpose of the trip.  For trips 
that are not directly applicable to a utility segment/jurisdiction, costs are 
allocated on the employee’s standard payroll allocation and subsequently 
allocated to the jurisdictions.  Standard labor distribution allocations are 
discussed on page 9. 
 

Cascade Natural Gas Corporation Allocation of Cost 
to/from Others 

Allocations to/from other MDUR Companies 

Certain Montana-Dakota/Great Plains owned assets, such as the General 
Office/Annex facility, located at the utility headquarters in Bismarck, and the 
assets associated with the contribution made for FutureSource assets, are 
also used for the benefit of other MDUR operating companies.  To cover the 
cost of ownership and operating costs associated with these owned assets, a 
revenue requirement (asset return plus annual operating expenses) is 
computed for the shared assets.  The expense component included in the 
return is composed of operating and maintenance costs, depreciation, 
income tax and property tax expenses.  The resulting revenue requirement 
is billed to the other MDUR operating companies, including CNGC and IGC, 
as a monthly fee. 
 
Intermountain Gas owns the customer care center located in Meridian, ID.  
To cover the cost of ownership associated with that owned asset, a revenue 
requirement (asset return) is computed similarly to Montana-Dakota owned 
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assets.  The expense component included in the return is composed of 
depreciation, income tax and property tax expenses.  The resulting revenue 
requirement is billed to the Montana-Dakota/Great Plains and Cascade as a 
monthly fee.  The costs are allocated based on the number of customers 
served by each utility. 
 
Additionally, a portion of the cost ownership of the Kennewick General Office 
is billed to Montana-Dakota/Great Plains and Intermountain Gas Company 
based on office space occupied by shared utility group employees. The 
expense component included in the return is composed of depreciation, 
operating expense and income tax. 
 
The resulting revenue requirements are billed to the Montana-Dakota/Great 
Plains and Intermountain Gas Company as a monthly fee. The costs are 
allocated based on the number of customers served by each utility. 
 
Additionally, some expenses are allocated or directly assigned at the 
invoice/PO or credit card purchase stage. 

Allocations to other Utility Companies 

Montana-Dakota/Great Plains has several departments that provide services 
to all four utility operating companies (Montana-Dakota, Great Plains, 
Cascade Natural Gas Co. and Intermountain Gas Company).  These 
departments include: 

• Leadership Group - composed of the Executive Group and Directors 
that oversee shared utility specific functions 

• Customer Services - (Call Center, Scheduling and Online Services) 
• Operations & Engineering Services Group – composed of shared 

utility group operations department functions 
• Information Technology and Communications- (Enterprise Network 

& Telecommunications, Enterprise Management, Enterprise 
Development and Integration, Field Automation, Enterprise GIS) 

• Environmental 
• Safety & Technical Training 
• Business Development 
• Gas Supply & Control 
• Utility Group Controller 
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These operational groups have calculated the proper allocation to use to 
allocate the costs to the utility companies based on services performed for 
each utility company.  The allocation methodology is included in Exhibit V. 
 

Cascade Natural Gas Corporation Allocations to Utility 
Segments 

Revenues 
All sales and transportation revenues are directly assigned to the appropriate 
state jurisdiction. Miscellaneous service revenue, rent and other revenue is 
directly assigned to the utility jurisdiction where possible and common 
derived revenue is allocated to the utility jurisdiction based on the reason for 
which the revenue was received. 

O&M Expense 

As operation and maintenance costs are incurred, the expense is directly 
assigned to a utility segment in the general ledger where possible.  Expenses 
incurred that are common to both segments, such as administrative and 
general costs, are split between utility segments based on the function 
and/or driver of the cost.   

Facility Expense Allocations  

Costs for operations and maintenance of facilities are charged directly to the 
applicable utility jurisdiction when the facility is for the benefit of one 
jurisdiction.   
 
For expenses associated with distribution operation facilities, such as a 
region office that serves more than one utility jurisdiction, the costs are 
allocated to the utility jurisdiction based on the current year 3-factor 
formula. 
 

Labor/Reimbursable expense allocations 

The development of standard labor distributions for Cascade Natural Gas 
Corporation employees is described below based on the type of employee.  
Standard labor distributions are used for all employees to account for certain 
expenses as detailed below. 
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Labor, benefit costs and reimbursable expenses are directly assigned to a 
utility segment where possible.  If the expense is not direct, the appropriate 
utility segment is charged as follows: 

Union Employees  

Time tickets are required for productive time.  The employee specifies 
the proper utility segment, location and FERC account based on work 
performed.  To account for non-productive time, standard payroll labor 
distributions are established for all employees.  These standard labor 
distributions are calculated for union employees based on the historical 
actual charges by utility segment for the last 12 months. 

Non-Union Employees  

Non-union employees are not required to submit detailed time tickets 
with applicable general ledger accounts specified.  Rather each 
employee has a “standard” set of general ledger accounts that split the 
labor costs to utility segment based on an expected ratio of work 
between segments. This split can be unique and is based on the 
employee’s position.  Costs are distributed based on this standard 
labor distribution for each employee, and the allocations are reviewed 
annually.  Time studies are completed at least every five years. 

• Payroll allocations for operations supervisors are a function of 
their direct reports or may be determined by time studies 
conducted. 

• Payroll allocations for staff engineers are determined by time 
studies. 

• Payroll allocations for General Office support staff are reviewed 
by the applicable department head based on the type of work 
performed.   

Reimbursable employee expenses are directly assigned to a utility 
segment and FERC account when possible.  For employee expenses 
that are applicable to more than one utility segment, such as training 
that is not specific to a utility segment, the employee’s standard labor 
distribution percentages for each segment are used. 

2021 CNGC Affiliated Interest Report 
April 28, 2022 Page 26 of 51



2021 Cost Allocation Manual 
 

Page 10 
 
 

Taxes Other than Income 

Ad valorem taxes are reviewed by function and all functions are directly 
assigned except for common ad valorem taxes, which follow plant.  Payroll 
related taxes follow the allocation of labor and revenue and electric 
production taxes are directly assigned.  Common taxes other than income, 
such as the Highway Use tax or Secretary of State filing tax are allocated on 
the appropriate factor to the segments. 

Income Taxes 

Income taxes, both current and deferred, are allocated to the utility segment 
based on the underlying revenue or expense that generated the deferred 
taxes.   
 
If the underlying income item is specific to a particular segment, the related 
taxes are assigned directly to that segment.  If the underlying income item 
is common to both segments, the related taxes are allocated with factors 
used to allocate the underlying revenue or expense. 

Plant in service/work in progress/reserve/depreciation 

Plant in service, work in progress, reserve and depreciation expense 
accounts are assigned to a utility segment based on the function of property. 
For property that benefits both utility segments an allocation process is 
used.   
 
The allocation process is based on the combination of the location of the 
asset and the FERC account (function) that is used to allocate the project, 
asset, reserve and depreciation.  See Exhibit VI for a list of the allocation 
factors.   

Prepayments 

Prepaid demand and commodity charges are directly assigned to the 
applicable utility jurisdiction. Prepaid insurance is directly assigned where 
possible and common policies are allocated based on the type of policy. 

Customer Advances 

Customer advances are directly assigned to the applicable jurisdiction. 
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Cascade Natural Gas Corporation’s Allocations to State 
Jurisdictions 

Cascade Natural Gas utilizes an automated allocation process each month to 
record the income statement and rate base account activity to the financial 
ledger (state jurisdiction) to facilitate regulatory reporting.  This process is 
based on the general ledger account structure used in the financial software 
(JD Edwards).  As with other items, costs are directly assigned to a 
jurisdiction when possible.  Costs common to more than one state 
jurisdiction are allocated between jurisdictions.  The primary driver of the 
allocation is the Business Unit component of the general ledger account; 
however, the FERC account associated with the charge is also used to 
determine the proper allocation method.  Since operation and maintenance 
costs are assigned to the utility segment as incurred, this process only 
allocates costs between state jurisdictions.  The allocation process creates a 
Journal Entry to the JD Edwards jurisdictional ledgers established by state 
and utility segment. 
 
The allocation methodology is as follows: 
 
The JD Edwards (JDE) software is used by Cascade Natural Gas for recording 
financial transactions as well as the jurisdictional allocation process for all 
accounts except those related to fixed assets.  
 
The account structure within JDE consists of the following components: 
 
Business Unit - The Business Unit is one of the primary components used for 
identifying the regulatory allocation of costs.  It usually defines a location 
such as an operating region, operating district or facility (i.e. power 
generating facility, substation, gas regulator station), or department (i.e. 
human resources, engineering). 
 
Object – The object for operations and maintenance (O&M) expense 
accounts represents the resource consumed (i.e. payroll or materials).  For 
balance sheet accounts, the object represents the FERC account. 
 
Subsidiary – The subsidiary portion of the account for O&M accounts 
identifies the utility segment and the FERC account.  For balance sheet 
accounts the subsidiary represents a further breakdown of the account such 
as which bank for a cash account. 
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Revenue Accounts – Revenues are directly assigned to the jurisdiction when 
possible.  The applicable FERC account is part of the account structure and in 
the case of utility billed revenue the utility jurisdiction is included.  It is the 
combination of the business unit, utility jurisdiction and FERC that drive the 
allocation factor used.  An example of revenue that is allocated to the 
jurisdictions is revenue from the cost of service calculation which is assigned 
an allocable location (Business Unit). 
 
Operation and Maintenance (O&M) accounts – As costs are incurred, the 
approver of the expense assigns the general ledger account structure. 
 
It is the combination of the location (Business Unit), utility segment and 
FERC that drive the allocation factor utilized.  Locations are assigned a factor 
based on the geographic area for which they serve, and the FERC function 
assigned.  For example, location (Business Unit) 230 represents the 
geographic location of the Sheridan, WY District.  The Sheridan District 
serves both electric and gas and is therefore directly assigned to Wyoming 
for all FERC accounts.  Another example is location 12900, representing the 
Credit and Collections Department.  The Credit and Collections Department 
services both the electric and gas customers.  The allocation of costs is 
based on the FERC range of accounts.  The location may also be a 
responsibility, or department.   
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Taxes Other Than Income 
Taxes other than income taxes are directly assigned when possible.  Ad 
valorem taxes are allocated based on the subsidiary, which indicates the 
jurisdiction and function.  Payroll related taxes follow the allocation of labor, 
revenue taxes are directly assigned, and generation and other taxes are 
allocated on the applicable factor.  
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Income Taxes 
Federal taxes that are allocated or directly assigned to the utility jurisdiction 
are allocated to the jurisdictions based on the factors used to allocate the 
underlying revenue or expense among the jurisdictions.  

State taxes that are allocated or directly assigned to a utility segment, are 
allocated to the jurisdictions that have state income tax based on their 
respective state apportionments.   

Plant in Service/Work in Progress/Reserve/Depreciation Accounts 
Plant in service, work in progress, reserve and depreciation expense 
accounts are allocated in through a similar process in the PowerPlan 
software based on attributes associated with the work order and asset.  
 
It is the combination of the utility segment, location of the asset and the 
FERC account that is used to allocate the project, asset, reserve and 
depreciation.  The tables that are maintained in JDE for jurisdictional 
allocations are interfaced into PowerPlan and are used to allocate these 
accounts. 
 
Allocation Factors 
The allocation factors are computed annually by the Regulatory Affairs and 
General Accounting departments and assigned to the proper Business Unit 
(location) effective in January each year.  See Exhibit VI for a list of the 
allocation factors. 
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Exhibit I- MDUR Corporate Overhead factor 

 
 
 
 

Exhibit II- Montana-Dakota/Great Plains Overhead factor  
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Exhibit III- Montana-Dakota/Great Plains Customer 
Allocation Factors 
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Exhibit IV- MDUR Shared Services Pricing Methodology 
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based on customer count if they provide benefit for all brands. Costs specific to a brand will be charged 
directly to that brand and will not go through an allocation process. 
 
Customer Count 

• Based on the average customer count of each utility brand from December to November. 
• Uses a customer weighting of 1 for each natural gas or electric only customer and 1.25 for each 

electric/natural gas combination customer. 
• The following positions will be allocated based on customer count with nonutility: 

 Customer Service Director 
 Manager, Customer Service 
 Supervisor, Customer Service 
 Customer Service Trainer 
 Customer Service Team Lead (Support) 
 Customer Project Analyst  

• The following positions will be allocated based on customer count without nonutility: 
 Administrative Assistant 
 Manager, Credit, Support, Program Dev 
 Supervisor, Customer Support Service 
 Customer Service Team Lead (Credit) 
 Customer Communications Coordinator 
 Customer Project Analyst I and II 
 Business Analysts I and II 
 Supervisor, Credit & Collections 
 Customer Service Team Lead 
 Manager, Scheduling 
 Scheduling Analyst 
 Scheduling Lead 

Customer Call Time 
• Based on the total time that Customer Service Agents are handling a call. 

 Includes total talk time and after call work 
 Does not include idle time or auxiliary time 

• Uses data for the preceding December to November of each year. 
• The following positions will be allocated based on customer call time: 

 Customer Service Rep I, II, III, IV, and IV PT 

Cleared Order Count 
• Based on the number or work orders cleared through the work assignment management system 

for each brand. 
• Uses data for the preceding December to November of each year. 
• The following positions will be allocated based on cleared order count: 

 Scheduler 
 

Credit To-Do’s 
• Based on three types of completed To-Do’s;  

 accounts up for severance 
 closed accounts pending write-off 
 broken payment plans 

• Uses data for the preceding December to November of each year. 
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Exhibit VI- Cascade Natural Gas Corporation Allocation 
Factors 
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