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CASCADE NATURAL GAS CORPORATION

RULES & REGUILATIONS

RULE 19- CONSERVATION ALLIANCE PLAN MECHANISM
APPLICABLE:

The Conservation Alliance Plan ("CAP"™) mechanism described in this rule applics to customers served on Residential
General Service Rate Schedule 101 and Commercial General Service Rate Schedule 104.

TERM: This mechanism shall terminate on September 30, 201 2.

PURPOSE:

The purpose of this provision is to (a) define the procedures for the annual iracking revisions in rates due to changes in the
weather-normalized use per customer associated with Rate Schedule 101 & Rate Schedule 104; and (b) 1o define the
procedures for the deferral of differences experienced between the actual average use per customer and the amount
estimated at the time the Margin Rates were established.

REVISIONS TO COMMODITY MARGIN RATES DUE TO CHANGES IN THE WEATHER-NORMALIZED

USE/CUSTOMER:

t. The Company shall use the baseline weather normalized average commodity margin per customer for Rate Schedule
101 and Rate Schedule 104 as reflected in its August 15, 2005 PGA application. That application was based upon the
weather normalized twelve months ended Tune 30, 2005.

2. Yor each subsequent year for the term of this provision, the Company shall file annually (CAP Filing) with the
Commission to update the Commodity Margin Rate for Rate Schedule 101 and Rate Schedule 104 based upon the
weather normalized usage for the 12 months ending June 30th divided into the margin requirement of cach rate
schedule.

3. Weather-normalized usage is calculated using the approach o weather normalization adopted in the Company's Spring
Earnings Review filings, PGA Applications and ofher weather normalized report submiteals.

4. The Total Commeodity Margin Requirement of Rate Schedule 101 and Rate Schedute 104 shall be calculated by
multiplying the baseline average commodity margin per customer per Rate Schedule, excluding any margin collected
through the monthly Basic Service Charge, by (he current twelve months ended June 30 average customer count based
upon the average of the monthly bills issued.

L

The Margin Commodity Rate is calculated by dividing the Total Commodity Margin Requirement by the Total
Weather Normalized Usage. Also included in the caleulation of the Margin Commedity Rate is the amortization of
any balance in the Conservation Variance deferral account and the Weather Variance deferral account.

DEFERRAL OF MARGIN COLLECTION DIFFERENCES:

L. The Company will maintain Conservation Variance and Weather Variance deferral accounts as Regulatory Assets or
Liabilitics. Each month, the Company will calculate the difference between the weather-normalized actual margin and
the expected margin for rate schedules 101 and 104, Expected margin shall be the baseline average commodity per
customer multiplied by the current customer count. The resulting dollar amount difference will be recorded in the
Conservation Variance deterral account. The Company wiil alse calculate the differénce between non-weather
normalized actual margin and the expected margin for rate schedules 101 and 104, The resulting dollar amount
difference will be reduced by subtracting the dollar amount recorded in the Conservation Variance defesral account
with the remainder recorded in the Weather Variance deferral account.
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RULE 19- CONSERVATION ALLIANCE PLAN MECHANISM(Continued)

DEFERRAL OF MARGIN COLLECTION DIFFERENCES: (Continued from Previous Page)

2. The Company shall impute interest on the deferred balances on a monthly basis utilizing the Commission establish
deferral account interest rate.

3. The Company will include in the annual CAP filing a temporary adjustment amount designed to amortize any balance
in the Conservation Variance and the Weather Variance deferral accounts.  Temporary surcharges and/or refund
increments will be applied to the Margin Commodity Rate over the following 12 months or any other appropriate
amortization period. '
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