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PC-86 Re:  Expenses – Rent.   

Refer to the response to PC-2, PC-13 and PC-26.  The response to PC-2 shows 
that the rolling 12-month average expense in Account 931 – Rents as of October 
2017 is $1,075,545 as compared to the test year expense in Account 931 of 
$1,238,179.  The response to PC-13 shows that $222,003 was charged to 
Washington Gas in June 2016 in Account 931 from MDU for “MDU Allocated 
Costs” as compared to $75,471 per month for January through May 2016 and 
$99,893 per month for July through December 2016. 

a. Please explain why the amount of rent expense in Account 931 declined in 
the 12-months ended October 31, 2017, as compared to the test year. 

b. With regard to the response to PC-26, please explain in detail why the 
MDU charges increased by $437,736. 

c. Please provide a copy of the journal entry(ies) used to record the true-up 
made in June 2016. 

d. Explain, in detail, why the January 2016 to June 2016 rental expense 
charges to Washington Gas from MDU needed to be trued-up (i.e., what 
caused the prior month charges to be understated.) 

e. Please identify what amount is included in the June 2016 true-up 
associated with period prior to the test year. 

f. Please provide a breakdown of the MDU rental costs that were charged to 
Washington Gas and recorded in Washington Gas Account 931 during 
2015, 2016 and 2017 year to date by month by location and/or asset being 
rented. For each location or asset being rented that is included in the MDU 
rental charges to Washington Gas in Account 931, please also identify 
what the location/asset is used for and how that benefits Washington Gas. 
  

 

Response:  
A. For the 12-months ended October 31, 2017, MDU Allocated Costs are 

lower than the test year by $121,305 and IGC Allocated Costs are down 
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$42,200.  The decreased costs can be attributed to decreased O&M costs 
and a change to the Utility Group’s corporate factor.  

B. The dollar amount in PC-26, was incorrect and should read that MDU
Allocated Costs increased $268,829 for the test year compared to the 12-
month period ended January 31, 2016.
The Cost of Service calculation is performed annually during the third or
fourth quarter of the year for the following year, based on information
through June 30th of the current year.  Typically, O&M expenses used as
part of the calculation are based on 12-months ended June 30th (previous
year July 1 through current year June 30).
In January 2016, the Utility Group’s corporate factor increased from
36.7% to 51.3%; thus, increasing the Utility Group’s share of the
corporate FutureSource expenses.  Therefore, the Cost of Service
calculation was revised in June 2016 in an effort to better match the
revenue that MDU receives from CNG and IGC with the expenses that the
Utility Group (MDU) is incurring for its share of FutureSource expenses.
This revised calculation used actual YTD FutureSource O&M expenses as
of May 31, 2016, and annualized that amount for the entire year of 2016.
This revised calculation results in an annual increase to CNG 2016 cross
charges to MDU in the amount of $293,062.

C. See attachment PC-86C.pdf

D. See answer B above.

E. Zero, as the true-up was for the months January 2016 – May 2016, along
with the current month of June 2016 charges.

F. See attachment PC-86F.xlsx
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Ledger Type AA AA AA
Year 2017 2016 2015

Format YTD YTD YTD
Period 11 12 12

Currency *** *** ***
Company 00047 00047 00047

Business Unit 4766000 4766000 4766000

Object Account Sub Account Nov 17 Dec 16 Dec 15

* 29310 Rent #NAME? #NAME? #NAME?

Monthly charges #NAME? #NAME? #NAME?

Washington jurisdiction

Ledger Type UW UW UW

Object Account Sub Account Nov 17 Dec 16 Dec 15

* 29310 Rent #NAME? #NAME? #NAME?

Monthly charges #NAME? #NAME? #NAME?
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