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Tariffs and Regulatory Compliance PGRTLAND, OR 97209
Tel: 503.226.4211 ext. 5865 A NW Natural |—

Fax: 503.721.2516 — 903.226.421
email: gail.hammer@nwnatural.com www.awnatursl.com

August 9, 2017

VIA ELECTRONIC FILING

Public Utility Commission of Oregon
Attn: Filing Center

201 High Street SE, Suite 100

Post Office Box 1088

Salem, Oregon 97308-1088

Re: LC 64 — NW Natural’'s 2016 Integrated Resource Plan (IRP) Update

In compliance with Oregon Administrative Rule (OAR) 860-027-0400(9), Northwest
Natural Gas Company, dba NW Natural (“NW Natural” or “Company”), hereby files an update to
its 2016 Integrated Resource Plan that was previously filed on August 26, 2016 in Docket LC

64. This update is an informational filing and no Commission action is requested at this time.

Please contact me at (503)226-4211, extension 5865, if you have any questions.

Sincerely,
NW NATURAL
/sl Gail Hammer

Gail Hammer
Rates & Regulation

Enclosure
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NW Natural’s 2016 Integrated Resource Plan Update
August 9, 2017

NW Natural provides this IRP update regarding two issues relevant to its acknowledged 2016 IRP action
plan: (1) the proposed recall of Mist storage capacity from the Company’s interstate storage account
and (2) the Company’s acquisition of year-round expansion capacity on the T-South pipeline
transmission system.

I Mist Storage Capacity Recall

NW Natural’s acknowledged 2016 IRP action plan included the following item:

Plan to recall 15,000 Dth/day of Mist storage capacity from the interstate storage account
effective May 2018 to serve core customer needs, subject to a review based on an update of the
annual load forecast in the summer of 2017. Plan to recall 15,000 Dth/day of Mist storage
capacity from the interstate storage account effective May 2019 to serve core customer needs,
subject to a review based on an update of the annual load forecast in the summer of 2018.

As set forth in the action item, using the same methodology detailed in the 2016 IRP, the Company
updated both its peak day and customer forecast. NW Natural derives the peak day demand forecast by
combining a forecast of peak day use per customer (UPC) and forecasts of firm sales customers. The
Company revised both the UPC and customer count forecasts in May 2017 using updated demand,
weather, customer, and economic data that has become available since the completion of the 2016 IRP
analyses. As illustrated in Figure 1, the resulting updated peak day forecast indicates an expected peak
day load approximately 14,491 Dth/day (or 1.7%) lower for the year 2018-19 relative to the
corresponding base case forecast in the 2016 IRP.
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Figure 1 — 2016 IRP Peak Day Load Forecast vs. 2017 Update
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The change in peak day load forecast stems primarily from marginal changes to the estimated
coefficients in the peak day UPC model. The winter of 2016-17 provided forty additional data points in
which the daily average temperature experienced by the Company’s system fell within the “cold” range
(less than 38 degrees F) that is most relevant to peak load modeling. Combined with the cold days of the
2015-16 heating season, the new data represents a 25 percent increase in sample size for the peak day
UPC model, and includes several days with average temperatures among the coldest of the last ten
years. Figure 2 summarizes this new daily data alongside the data available for the 2016 IRP analysis,
plotted against usage per customer.
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Figure 2 — Use-per-customer by System Temperature, 2016 IRP Data vs. 2017 Update
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As noted above, incorporating this new data into the peak day UPC model produced marginally lower
UPC predictions which, when multiplied by the Company’s updated forecast of customers, led to a lower
peak day load prediction over the entirety of the base case forecast. The second column of Table 1
summarizes the updated results of the forecasted UPC,* customer count, and peak day firm sales load
relative to the 2016 IRP for the 2018-2019 period, which would contain the first winter that a Mist recall
decision this summer could serve. Updates to the Company’s customer count forecasts produced very
minor changes from the 2016 IRP, differing by less than 0.5 percent in every year. Customer counts for
the next several years are somewhat lower in the Update than were forecast in the 2016 IRP, primarily
due to 2015-16 and 2016-17 actuals being less than forecast. This situation reverses beyond 2023-24,
after which the customer counts in the Update are somewhat greater than were forecast in the 2016
IRP.

Table 1 — Peak Day Load Forecast Model Results, 2016 IRP vs. 2017 Update

Forecast year 2018-19 2016 IRP Results 2017 Update Results
Predicted Peak Day UPC! (DTh/day) 1.336 1.319
Customers 740,809 739,274

Peak Day Load (Dth) 989,608 975,117

! per aggregate (residential, commercial, and firm industrial) customer, before adjustments for incremental DSM.
See 2016 IRP Appendix 2 for technical details regarding the Company’s peak day forecasting model.
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Mist recall is currently a least-cost resource option for the Company, and as such was identified in the
2016 IRP as capable of meeting near-term capacity needs. The updated peak planning forecasts
completed by the Company in May 2017 serve to defer this need through the 2018-2019 period
identified in the 2016 IRP. That is, with this load forecast re-evaluation, the 2016 IRP action plan item
to recall 15,000 Dth/day of Mist deliverability effective May 2018 to serve the 2018/19 winter is not
needed. And as stated in the 2016 IRP, the subsequent action plan item to recall an additional 15,000
Dth/day effective May 2019 to serve the 2019/2020 winter will be subject to a similar load forecast re-
evaluation next summer.

1. T-South Pipeline Capacity

T-South refers to the pipeline transmission system in British Columbia between Compressor Station 2
(“Station 2”) in northern B.C. and Huntingdon/Sumas (“Sumas”) at the international border. T-South is
part of the Westcoast Energy system, which is owned by Enbridge (after its recent acquisition of
Spectra). The T-South system is fully subscribed, but NW Natural has been able to acquire some T-South
service over time from existing capacity holders at market prices. As mentioned in Chapter 3, Section
4.4 of the 2016 IRP, there are both economic considerations to holding T-South capacity (i.e., the price
spread between Station 2 and Sumas), as well as reliability considerations given the relative liquidity of
supply at Station 2 versus Sumas.

A T-South expansion project is now in progress, designated with the symbol @ in the following map
(Enbridge acquired Spectra after this map was produced by the Northwest Gas Association):
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Source: NWGA 2016 Gas Outlook, Figure C5

Station 2 provides an alternative to Sumas for purchases of gas in B.C., but as mentioned above, T-South
capacity currently is fully subscribed on an annual basis. Winter-only (November-March) T-South service
had been available until an open season last December/January claimed the remaining 160 million cubic
feet per day (MMcfd) of such service. NW Natural participated in the Winter-Only open season but the
submitted bids of 11- and 7-year terms were not awarded. The winners in that open season bid
contract terms exceeding 40 years.

Due to this interest in T-South service, Enbridge decided to hold an open season in the spring of 2017 for
an expansion of year-round T-South service of up to 190 MMcfd. NW Natural participated in this
expansion open season. In June 2017, Enbridge awarded to NW Natural a contract quantity of 672.90
103m3/day (roughly 25,000 Dth/day) of year-round T-South capacity for a 40 year term that commences
with the in-service date of the T-South expansion project, which currently is anticipated to occur on
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November 1, 2020. An expansion contract is now fully executed between NW Natural and Enbridge
(included as Appendix One).

NW Natural submitted three separate bids to Enbridge in the T-South expansion open season. The two
shorter-term bids (of 15 and 25 years) were not awarded. The 40-year bid was pro-rated by Enbridge
due to oversubscription of the expansion—i.e., bids at 40 years and longer fully subscribed the 190

MMcfd of expansion capacity.
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WESTCOAST ENERGY INC.
- FIRM SERVICE AGREEMENT

THIS AGREEMENT made as of the 8" day of June, 2017
BETWEEN:

WESTCOAST ENERGY INC., carrying on business as Spectra Energy
Transmission, a corporation having an office in Calgary, Alberta

(“Westcoast”)
-and -

NORTHWEST NATURAL GAS COMPANY, a corporation having an
office in Portland, Oregon

(“Shipper”)

WHEREAS Shipper has requested Westcoast to provide it with the Firm Transportation Service
described in this Agreement and Westcoast has agreed to provide Shipper with such service in
accordance with and subject to the terms and conditions hereinafter set forth;

NOW THEREFORE in consideration of the mutual agreements hereinafter contained the parties
hereto agree as follows:

ARTICLE 1
TOLL SCHEDULES AND GENERAL TERMS AND CONDITIONS

1.01 Westcoast's Toll Schedules for Service and General Terms and Conditions - Service, both as
filed with the National Energy Board and in effect from time to time in accordance with
Part |V of the National Energy Board Act, are incorporated herein by reference and constitute
part of this Agreement. Unless otherwise defined herein, the terms and expressions used in
this Agreement have the same meaning as the corresponding terms and expressions used in
Westcoast's Toll Schedules for Service and the General Terms and Conditions.

1.02 In and for the purpose of this Agreement:

(a) “Expansion Facilities” means those pipeline, compression and related facilities which
Westcoast determines to be required to enable it to provide the Expansion Service
and which will be more particularly described in Westcoast's application to the
National Energy Board for approval to construct and operate such facilities;

(b) “Expansion Service” means the Firm Transportation Service described in Schedule A;

(c) “Schedule A” means Schedule A attached to this Agreement as the same may be
amended and in effect from time to time; and

(d) “this Agreement” means this Agreement as the same may be amended and in effect
from time to time, and includes Westcoast's Toll Schedules for Service, the General
Tenms and Conditions and Schedule A.

G:\Expanslon Projeets\T South 190 Expansian\Cantracts\Northwesi Natural Gas Company SA3807 -Awarded TSouth Open Season - Log
2017-166.docx
June-9-17 Page 1 of §
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2.01

3.01

4.01

4.02

5.01

ARTICLE 2
SERVICES

Subject to the provisions of this Agreement, Westcoast shall provide to Shipper the
Expansion Service on each day during the period commencing and expiring on the days
specified in Schedule A.

ARTICLE 3
TOLLS

Shipper shall pay Westcoast each month in respect of the Expansion Service the appficable
tolls for such service approved by the National Energy Board and specified in Westcoast's
Toll Schedules for Service in effect from time to time.

ARTICLE 4
RECEIPT AND DELIVERY POINTS

Shipper shall In respect of the Expansion Service deliver gas to Westcoast at the Receipt
Point and in volumes not exceeding those specified in Schedule A.

Westcoast shall in respect of the Expansion Service deliver gas to Shipper at the Delivery
Points specified in Schedule A.

ARTICLE S
CONDITIONS

The obligations of Westcoast to proceed with the Expanslon Facilities and to provide
Expansion Service to Shipper hereunder are subject to the following conditions precedent
which are for the sole benefit of Westcoast and may be waived by Westcoast in whole or in
part:

(a) the execution by other prospective shippers of Firm Service Agreements providing for
Firm Transportation Service in respect of Contract Demand volumes sufficient to
support the construction and operation of the Expansion Facilities on an economic
basis acceptable to Westcoast in its sole discretion;

(b) the determination by Westcoast's Board of Directors and by its senior management to
commit to the construction of the Expansion Facilities;

(¢)  Westcoast obtaining all governmental and regulatory orders, certificates, approvals,
authorizations, licenses and permits, in form and substance satisfactory to Westcoast,
required to construct and operate the Expansion Facilities including, without
limitation, orders and certificates of the National Energy Board pursuant to Parts Il
and |V of the National Energy Board Acl;

(d) the satisfaction of all conditions contained in the orders, certificates, approvals,
authorizations, licenses and permits referred to in subsection 5.01(c),

(e) the completion of construction and placing into service of the Expansion Facilities;
and

) the determination by Westcoast, in its sole discretion, that none of the Pipeline
System, the Expansion Facilittes or Westcoast have been or could be adversely

G:\Expansion Projects\T Soulh 180 Expansiom\Contracts\Norihwest Natural Gas Company SA3807 -Awarded TSouth Open Season - Log
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affected by any prevailing or future economic, regulatory, financial or other
circumstances (including, without limitation, Westcoast's tolls, toll design and cost
recovery methodologies).

5.02 The design and capacity of the Expansion Facilities and the form, substance and timing of

6.01

7.01

Westcoast's applications for the orders, certificates, approvals, authorizations, licenses and
permits referred to in subsection 5.01(c) shall be determined by Westcoast, in its sole
discretion.

ARTICLE 6
GENERAL

Shipper shall at all times after the execution of this Agreement:

(a) demonstrate to Westcoast that it has a credit quality acceptable to Westcoast, in its
sole discretion, through the provision of financial statements and such other
information as Westcoast may require;

(b) if Shipper is unable to meet the requirements in subsection 6.01 (a), provide to
Westcoast a guarantee of payment in form and substance satisfactory to Westcoast
by another entity who meets such requirements; or

(c) if Shipper is unable to meet the requirements of subsection 6.01(a) or 6.01(b),
provide to Westcoast, and at all times maintain an irrevocable letter of credit in favour
of Westcoast issued by a financial institution and in form acceptable to Westcoast in
an amount equal to the maximum amount payable by Shipper under this Agreement
for 30 months of service or such other alternative financial security acceptable to
Westcoast, ,

If at any time after the execution of this Agreement, Shipper fails to comply with the
creditworthiness requirements set forth in this Section 6.01, Westcoast may at its option
suspend the provision of service to Shipper under this Agreement or terminate this
Agreement, provided however that any such suspension of service or termination shall not
relieve Shipper from its obligation to pay all tolls, charges, or other amounts payable to
Westcoast in respect of the Expansion Service for what would otherwise have been the
balance of the term of this Agreement.

ARTICLE 7
ADDRESS FOR DELIVERY

The address of each of the parties hereto for the purpose of giving any notice hereunder or in
accordance with the General Terms and Conditions is as follows:

WESTCOAST: Westcoast Energy Inc.
Suite 200, 425 1* Street S.W.
Calgary, Alberta
T2P 3L8

SHIPPER: Northwest Natural Gas Company
220 NW 2™ Avenue
Portland, OR
97209
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the day and year
first above written.

WESTCOAST /UNERGY INC.

//\ 0

per:

per: ,/X \

NORTHWWA%AS y’ NY

per: V,,{;’i— g e 2&
per:

G:\Expansion Projecis\T South 190 Expanslon\Contracis\Norlhwest Natural Gas Company SA3807 -Awarded TSouth Open Season - Log
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Contract No. FI-3807-B-000
SCHEDULE A

This Schedule A is attached to and forms part of the Firm Service Agreement dated as of June 8,
2017 between Westcoast Energy Inc. and Northwest Natural Gas Company

GMS No.: 3807

Firm Service: Firm Transportation Service - Southern

Receipt Point: Compressor Station No. 2

Delivery Points (within the HDA): Huntingdon — NWP (261)

Contract Demand (10°M°): 672.9

Service Commencement Date: The later of (i) November 1, 2020, and (il) the actual date

upon which Westcoast is able to commence providing the
Expansion Service under this Agreement, as specified by
Westcoast in a written notice given to Shipper.

Service Expiry Date: 40 years and 0 months after Service Commencement
Date
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