ORDER NO. 10-197
ENTERED 05/27/10

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1286
In the Matter of

THE PUBLIC UTILITY COMMISSION
OF OREGON ORDER

Investigation into the Purchased Gas
Adjustment (PGA) Mechanism used by
Oregon's three Local Distribution
Companies.

DISPOSITION: MODIFIED GUIDELINES ACKNOWLEDGED

On November 21, 2006, the Public Utility Commission of Oregon
(Commission) opened this investigation to review and modify, as appropriateiyrdnased
Gas Adjustment (PGA) mechanism used by Oregon’s three Local Diginkkbdmpanies
(LDCs) — Northwest Natural Gas Company, dba NW Natural (NW Naturalst#vi
Corporation, dba Avista Utilities (Avista) and Cascade Natural Gas Carpo(&ascade).

In Order No. 09-248, the Commission acknowledged Natural Gas Portfolio
Development Guidelines and the PGA Filing Guidelines to be used in the review of the
reasonableness of LDC gas costs and the pass through of these costs to customers.
recommending acknowledgement of the guidelines, the Commission Staff edpleahée
parties intended the guidelines to be flexible and subject to modificationsettt ifanges
in gas supply markets, LDC conditions, demand, etc.

At the Commission’s May 25, 2010 Public Meeting, the Commission adopted
Staff's recommendation to acknowledge certain modification to those guidelireesiagrby
the three LDCs, the Northwest Industrial Gas Users, and Staff. A surofrtapse
modifications, as well as copies of the modified Natural Gas Portfoliol@@went
Guidelines and the PGA Filing Guidelines, are included in Staff's PublicihgeReport,
attached as Appendix A.
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ORDER

IT IS ORDERED that the modified Natural Gas Portfolio Development
Guidelines and the PGA Filing Guidelines, attached as Appendix A, and agreed to by Avista
Corporation, dba Avista Utilities, Cascade Natural Gas Company, Northwest Natural Gas
Company, dba NW Natural, the Northwest Industrial Gas Users, and Staff of the Public
Utility Commission of Oregon is acknowledged.

Made, entered, and effective f4AY 27 2010
@& /)?/ (f fé' i
R y Baum ohn Sava (3
Chairman Commissioner

mﬂ/&%«k P~

" Susan K. Ackerman
Commissioner

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A
request for rehearing or reconsideration must be filed with the Commission within 60 days of
the date of service of this order. The request must comply with the requirements in OAR 860-
014-0095. A copy of any such request must also be served on each party to the proceeding as
provided by OAR 860-013-0070(2). A party may appeal this order by filing a petition for
review with the Court of Appeals in compliance with ORS 183.480-183.484.
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ITEM NO. 3

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: May 25, 2010

REGULAR X CONSENT EFFECTIVE DATE June 1, 2010
DATE: May 19, 2010
TO: Public Utility Commission

FROM: Ken ngmmerman W

THROUGH: Les Sphting, Ed Buseh, and Lori Koho! ™

SUBJECT: OREGON PUBLIC UTILITY COMMISSION STAFE:
(Docket No. UM 1286) Investigation into the Purchased Gas Adjustment
(PGA) Mechanism Used by Oregon's Three Local Disfribution Companies.

STAFF RECOMMENDATION:

| recommend the Commission acknowledge by order the modified Natural Gas Portfolio
Development Guidelines and the PGA Filing Guidelines agreed to by Avista Utilities
(Avista), Cascade Natural Gas Corporation (Cascade), Northwest Natural Gas
Company (NW Natural), Northwest Industrial Gas Users (NWIGU), and Staff.

DISCUSSION:

On June 23, 2009, the Commission entered Order 09-248. In this order the
Commission acknowledges,

...the guidelines identified as the Natural Gas Portfolio Development
Guidelines and the PGA Filing Guidelines in Appendix A, and finds them
reasonable in their current form and with their current content. The
guidelines do not imply or impute any particular rate treatment by the
Commission of costs LDCs propose for recovery in their annual PGA
filings. LDC adherence to the guidelines would be, however, one factor the
Commission would consider in its review and decision regarding the
reasonableness of LDC gas costs and the pass through of these costs to
customers. {(p. 1)

APPENDIX 4

. PAGE _/ OF Q¢
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Docket No. UM 1286
May 19, 2010
Page 2

Staff's June 10, 2009, public meeting memorandum initially requesting the Commission
acknowledge these guidelines states,

The parties also intend that the guidelines should be flexible so that
modifications can be quickly and easily made to reflect changes in gas
supply markets, LDC operations, natural gas demand, and other factors.
Rigid guidelines are simply not feasible in today’s volatile and uncertain
utility, regulatory, and market settings. For these reasons, the parties,
including Staff, recommend the Commission simply acknowledge these
guidelines. Acknowledging rather than approving the guidelines would
avoid additional and unnecessary hearings and greater encumbrance of
the Commission’s time to review and approve changes to the guidelines
that reflect well known and documented changes in market conditions,
LDC operations and demand, or gas contracting.

Since initial acknowledgement of the guidelines, several concerns have arisen about
both the organization and content of the guidelines. On April 14, 2010, all the parties
were invited to participate in a meeting to discuss these concerns and any others
regarding the guidelines. Avista, Cascade, NW Natural, NWIGU, and Staff participated
in this meeting. The results of that meeting and subsequent communications is the
modified guidelines in Attachments A-1, A-2, B-1, and B-2 to this memorandum.
Attachments A-1 and A-2 are the modified Portfolio and PGA Filing Guidelines,
respectively. Attachments B-1 and B-2 are the REDLINE versions of these same
guidelines.

The changes to the PGA Filing Guidelines are:
1. Parts of IV. and V. of the PGA Filing Guidelines are moved to the Portfolio
Guidelines as Parts IV. and V.
In the Portfolio Guidelines these changes are made:

1. Part IV. title is changed from “General Information and Forecasting” to “Portfolio

and the PGA Filing: Information and Work Papers.”

2. This sentence is added at the end of IV. 1. a}, “This should include definitions
used by each LDC for each category of physical natural gas included in the
Portfolio and PGA filing, with back-up support and documentation.”

At IV. 2. b) the word “information” is changed to “work papers.”

V. 2, b) 1. is stricken.

At IV. b) 2. the word “"Overview” is replaced with the word "Summary.”

At IV. b) 10. the word “Overview” is replaced with the word “Summary,” the words
“and support” are added after the word “documentation,” and the words “in V.
below” are added at the end of the sentence.

QoA W
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Page 3

7. Part V. title is changed from “Data and Analysis” to “Portfolio and the PGA Filing:

Supporting Data and Analysis.”

8. AtV.7.b) this sentence is added, "Provide GPS coordinates, if possible.”

9. Anew V. 7.1)is added, “Historical (five years) cost of gas supply injections into
and withdrawals from storage, both annual total and by month.”

PROPOSED COMMISSION MOTION:

The modified Natural Gas Portfolio Development Guidelines and the PGA Filing
Guidelines agreed to by Avista, Cascade, NW Natural, NWIGU and Staff, be

acknowledged.

UM 1286 Modified Portfolio and PGA Guidelines

APPENDIX #/
PAGE 2_OF R4
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Attachment A-1

Natural Gas Portfolio Development Guidelines

L Introduction

To the extent practicable, a natural gas utility (utility) should comply with these
guidelines. However, the guidelines are not intended to restrict or hamper utility
gas portfolio planning and procurement to the detriment of the utility’s sales
customers, and a utility is always expected to act in the best interests of its
customers. These guidelines are not intended to be a static document and should
be updated to meet the evolving needs of utility operational, financial, or demand
circumstances, as well as changes to natural gas market conditions, contracting,
and other market rules.

These guidelines are intended to be applied as drafted until altered by the
unanimous agreement of the parties or by the Commission. Any party seeking
changes to these guidelines must consult first with all other parties prior to
proposing such changes to the Commission.

II.  Definitions and Acronyms

Gas Year: Delivery period running November through October.
IRP: Integrated Resource Plan

LNG: Liquefied Natural Gas

PGA: Purchased Gas Adjustment

e

III. Portfolio Planning Guidelines

A. Portfolio Planning and the IRP

The IRP provides the framework for the portfolio planning process, and
the portfolio planning process should build upon the IRP; this nexus
includes both forecasting methodology and supply options. The gas supply
process should begin with a strategic planning effort to provide a reliable
supply and consider how best to balance the issues of price, flexibility, and
diversity in the context of the utility’s system and its customers® needs.
The portfolio planning process should be regularly updated to capture
changes in forecast load, available resources, and market conditions.

B. Quarterly Portfolio Planning Meetings

Each utility will meet with Staff quarterly during the year, unless more
frequent meetings are requested by a utility or Staff. These meetings will
be open to other interested parties, within the limits of confidentiality
requirements of certain information and data to be discussed at the
meetings. Notice of these meetings will be sent via email to the service
lists for each utility’s most recent PGA filing. A protective order will be

Natural Gas Portfolio Development Guidelines Page 1 of 7
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established to address any confidential information to be distributed at the
quartetly meetings.

C. Portfolio Planning Process: General

The portfolio planning process should consider the following:

1.

3.

Expected monthly average core and peak load based on normal
weather conditions. Development of the utility’s load forecast
should be based on the same methodology that was utilized in the
utility’s most recently acknowledged IRP or IRP update, while
considering any changes to conditions since that time. Any
differences in the methodology used to forecast load for gas
portfolio development from that used in the IRP process should be
identified and explained.

All reasonable supply-side and demand-side resources (physical
and financial) available to meet each segment of a utility’s forecast
load.

Fundamental analysis.

b. Portfolio Planning: Physical Natural Gas

A physical natural gas portfolio should meet the following objectives:

1.

The portfolio should include a sufficient number of nonaffiliated
suppliers to ensure diversity of supply sources.

The utility’s portfolio should include contracts of varying duration.

The utility’s portfolio should include contracts entered into at
various times throughout the gas year.

To the extent reasonable and feasible, the utility’s portfolio should
include contracts that allow the utility to vary its gas take and
pricing requirements on a seasonal or monthly basis. Physical
arrangements may also cover annual and multi-year periods.

The utility should be able to demonstrate that its gas supply
portfolio is sufficiently flexible to meet reasonably expected
weather, pipeline operations, gas supply shortage, system load
reduction events, and market scenarios.

A utility should comply with its own minimum standards for
creditworthiness and financial stability when evaluating
counterparties in order to minimize the risk of counterparty failure
or diminished performance.

Natural Gas Portfolio Development Guidelines Page 2 of 7
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E. Porifolio Planning: Financial Natural Gas

If the utility maintains a financial natural gas portfolio, that portfolio
should meet the following objectives:

1. The portfolio should include a sufficient number of nonaffiliated
counterparties to ensure diversity of counterparties.

2. The portfolio should include financial contracts covering both
annual and seasonal periods. Financial arrangements may also
cover multi-year periods. A wutility should thoroughly evaluate
qualitatively and, if possible, quantitatively, the use of multi-year
financial arrangements in preparing its portfolio.

3. The portfolio should include financial arrangements for natural gas
entered into at various times throughout the gas year.

4, When it is reasonable and feasible, no single financial transaction
should cover more than 25% of the total annual volumes for the
portfolio, Also, to the extent reasonable and feasible, multiple
types of financial arrangements should be considered.

5. A utility’s gas supply financial arrangements should be sufficiently
flexible to meet reasonably expected weather, pipeline operations,
gas supply shortage, system load reduction events, and market
scenarios.

6. A utility should comply with its own minimum standards for
creditworthiness and financial stability when evaluating
counterparties in order to minimize the risk of counterparty failure
or diminished performance.

F. Portfolio Planning: Contractual Arrangements

In developing its natural gas supply portfolio, a utility should consider at
least the following:

a. A wide range of physical and financial contracts and hedges based on
market conditions, the utility’s annual, seasonal, and peak demands;
varying weather conditions; and other utility-specific conditions;

&

Storage;

Demand response prograins;

/e

Coordinated purchasing with other companies;

o

Natural gas exchange opportunities;

bar}

Arrangements with third parties already on the utility system that have
their own gas supply;

g. Direct purchases from a non-utility NG facility; and

Natural Gas Portfolio Development Guidelines Page 3 of 7
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h. Direct purchases from producers of natural gas.
1V.  Portfolio and the PGA Filing: Information and Work Papers

As part of its annual PGA filing the utility should include the following general
information and data regarding its natural gas supply portfolio, including related
transportation, upon which its PGA filing is based.

1. General Information

a) Definitions of all major terms and acronyms in the data and
information provided. This should include definitions used by
each LDC for each category of physical natural gas included in the
Portfolio and PGA filing, with back-up support and
documentation.

b) Any significant new regulatory requirements identified by the
utility that in the utility’s judgment directly impacts the Oregon
portfolio design, implementation, or assessment.

c) All forecasts of demand, weather, ¢tc. upon which the gas supply
portfolio for the current PGA filing is based should be based on a
methodology and data sources that are consistent with the most
recently acknowledged IRP or IRP update for the utility. If the
methodology and/or data sources are not consistent each difference
should be identified, explained, and documented as part of the
PGA filing work papers.

2. Work papers
Work papers to the PGA should include:

a) PGA Summary Sheet: Utilities should provide a PGA Summary
Sheet. See Appendix A.

b) Gas Supply Portfolio and Related Transportation: Utilities
should provide the following work papers related to the gas supply
portfolio and related transmission:

1. Summary of portfolio planning process.
LDC sales system demand forecasting,

2

3. Natural gas price forecasts.

4 Physical resources for the portfolio.
5

Financial resources for the portfolio (derivatives
instruments and other financial arrangements).

Storage resources.

Forecasted annual and peak demand used in the current
PGA portfolio, with and without programmatic and non-
programmatic demand response, with explanation.

Natural Gas Portfolio Development Guidelines Page 4 of 7
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8. Forecasted annual and peak demand used in the current
PGA portfolio, with and without effects from gas supply
incentive mechanisms, with explanation.

9. Summary of portfolio documentation provided.
V. Portfolio and the PGA Filing: Supporting Data and Analysis

As part of its annual PGA filing the LDC should include the following
information and data regarding the PGA gas supply portfolio, including related
transportation. Historical data requirements will go into effect over a three ycar
period, beginning with the 2009 PGA filing. During the first year the guidelines
are in effect, historical data for three years should be provided, adding one
additional historical data year for each of the subsequent two years, for a total of
five years.

1. Physical Gas Supply

a) For each physical natural gas supply resource that is included in a
utility’s portfolio (except spot purchases) npon which the current
PGA is based, the utility should provide the following:

1. Pricing for the resource, including the commodity price
and, if relevant, reservation charges.

2. For new fransactions and contracts with pricing provisions
entered into since the last PGA: competitive bidding
process for the resource. This should include number of
bidders, bid prices, utility decision criteria in selecting a
“winning” bid, and any special pricing or delivery
provisions negotiated as part of the bidding process.

3. Brief explanation of each contract’s role within the
portfolio,
b) For purchases of physical natural gas supply resource from the spot

natural gas market included in the portfolio at the time of the filing
of the current PGA or after that filing, the utility should provide
the following:

L. An explanation of the utility’s spot purchasing guidelines,
the data/information generally reviewed and analyzed in
making spot purchases, and the general process through
which such purchases are completed by the utility.

2. Any contract provisions that materially deviate from the
standard NAESB contract.
2. Hedging

The utility should clearly identify by type, contract, counterparty, and
pricing point both the total cost and the cost per volume unit of each
financial hedge included in its portfolio.

Natural Gas Portfolio Development Guidelines Page 5 of 7

APPEND
PAGE

A
OF 24,



Attachment A-1

ORDER NO. 10-197

Load Forecasting:
a) Customer count and revenue by month and class.

b} Historical (five years) and forecasted (one year ahead) sales system
physical peak demand.

c) Historical (five years), and forecasted (one year ahead) sales
system physical annual demand.

d) Historical (five years), and forecasted (one year ahead) sales
system physical demand for each of following,

L. Annual for each customer class.

2 Annual and monthly baseload.

3. Annual and monthly non-baseload.
4

Annual and monthly for the geographic regions utilized by
each LDC in its most recent IRP or IRP update.

Market information: General historical and forecasted (one year ahead)
conditions in the national and regional physical and financial natural gas
purchase markets. This should include descriptions of each major supply
point from which the LDC physically purchases and the major factors
affecting supply, prices, and liquidity at those points.

Data Interpretation: If not included in the PGA filing please explain the
major aspects of the LDC’s analysis and interpretation of the data and
information described in (1) and (2) above, the most important
conclusions resulting from that analysis and interpretation, and the
application of these conclusions in the development of the current PGA
portfolio.

Credit worthiness standards: A copy of the Board or officer approved
credit worthiness standards in place for the period in which the current gas
supply portfolio was developed, along with full documentation for these
standards. Also, a copy of the credit worthiness standards actually applied
in the purchase of physical gas and entering into financial hedges. If the
two are one and the same, please indicate so.

Storage:

Work papers should include the following information about natural gas
storage included in the portfolio upon which that PGA is based.

a) Type of storage (e.g., depleted field, salt dome).

b) Location of each storage facility. Provide GPS coordinates, if
possible.

c) Total level of storage in terms of deliverability and capacity held
duting the gas year.

Natural Gas Porifolic Development Guidelines Page 6 of 7
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d) Historical (five years) gas supply delivered to storage, both annual
total and by month.
e) Historical (five years) gas supply withdrawn from storage, both

annual total and by month.

f) Historical (five years) cost of gas supply injections into and
withdrawals from storage, both annual total and by month.

g) An explanation of the methodology utilized by the LDC to price
storage injections and withdrawals, as well as the total and average
(per unit) cost of storage gas.

h) Copies of all contracts or other agreements and tariffs that control
the LDC’s use of the storage facilities included in the current
portfolio.

i) For LDCs that own and operate storage:

a. The date and results of the last engineering study for that
storage.

b. A description of any significant changes in physical or
operational parameters of the storage facility (including
LNG) since the current engineering study was completed.

Natural Gas Portfolic Development Guidelines Page 7 of 7
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PGA FILING GUIDELINES
1. Introduction

These guidelines are not intended to be a static document and should be updated
to meet the evolving needs of utility operational, financial, or demand
circumstances, as well as changes to natural gas market conditions, contracting,
and other market rules.

These guidelines are intended to be applied as drafted until altered by the
unanimous agreement of the parties or by the Commission. Any party seeking
changes to these guidelines must consult first with all other parties prior to
proposing such changes to the Commission.

11 Definitions and Acronyms
1. FOM: First of Month
2. Gas Year: Delivery period running November through October.
3. IRP; Integrated Resource Plan
4, LNG: Liquefied Natural Gas
5. NAESB: North American Energy Standards Board
6. PGA: Purchased Gas Adjustment
7. Spot Purchase: A physical purchase of natural gas for one month or less.
8. WACOG: Weighted Average Cost Of Gas
9. Annual Sales WACOG: the estimated Annual Sales Weighted Average

Cost of Gas as defined in the utility's Purchased Gas Cost Adjusiment
Tariff

III.  Assumptions

1. General Rate Development:

a) Deferrals and amortizations: 1.DCs should use forecasted therms
to develop rate increments associated with deferrals and
amottizations.

b) Calculation and application of revenue sensitive costs: When
revenue sensitive costs are updated, the LDC should send in work
papers to support revision, The LDCs should first determine the
entire revenue requirement associated with the annnal PGA and
then apply the revenue sensitive calculation to the total. Allocation
of revenue requirement totals into rate increments should be made
after that point. Alternatively, the revenue requirement could be
allocated to customer classes and then the total for each customer
class could be grossed up. The rate increment would be calculated
from the grossed up total.

PAGE ﬁgéé,
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c) Deferral accounts: The revenue totals in the PGA Summary Sheet
(see Appendix A) should tie directly to defeiral account totals.
Utility will provide 2 columns consisting of pre- and post-grossed
up totals.

d) Annual Sales WACOG: The forward price curve used by the utility
in its PGA filing for its Annual Sales WACOG should be based on
the formula described in Order 08-504, at page 16-17.

PGA Amortizations unrelated to gas distribution: With its Spring
Earnings filing, the company should provide Staff with a notice of “intent
to request amortization effective November 1” for any deferral it intends
to amortize in the PGA that requires a separate earnings test. Staff and the
utility will confer to determine which deferrals require a separate earnings
test; deferrals related to intervener funding and independent evaluators do
not. An exception to this will be granted if the LDC could not reasonably
have known at the time of the Spring Earnings report it would be
requesting amortization effective Nov. 1. The notice should include a
completed (hard copy and electronic) Deferral Summary Worksheet. (For
example, see Appendix B.) The LDC would be expected to submit an
updated summary sheet and other necessary information when filing for
amortization.

Calculation of 3% Test: The calculation for the 3% Test should conform
to ORS 757.259(6), (i.e. total proposed amortization times the LDC’s
gross revenues from the preceding year should not exceed 3%). Gross
revenues is defined as all Oregon revenues including Other Revenues that
are booked above the line. (First column of the ROO from the preceding
year.) Preceding year is defined as preceding calendar year as submitted
in the ROO provided for the spring earnings review.) The 3% consists of
the total of all amortizations. If the total exceeds 3%, it will be dealt with
on a case by case basis as provided by related statutes and regulation. See
ORS 757.259(7).

Deferral Application (new or reauthorization) must be its own filing in
compliance with ORS 757.259 and OAR 860-027-0300 and include:

. A completed (hard copy and electronic) Summary Sheet (see Appendix

B), the location in the PGA filing of the back up work papers, and an
account map that highlights the transfer of dollars from one account to
another.

. For reauthorizations:

i. The effective date of deferral
it. Prior year Order Number approving the deferral;
iii, The amount deferred last year; and,
iv. The amount amortized last year.

v. For new applications and reauthorizations:

PageRPSBNDIX /A
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vi. The effective date of deferral;
vii. The interest rate that did or will apply to the accounts; and,

viii. An estimate of the upcoming PGA-period deferral and/or
amortization.

PagsETDIX /9'
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Natural Gas Portfolio Development Guidelines

I Introduction

To the extent practicable, a natural gas utility (utility) should comply with these
guidelines. However, the guidelines are not intended to restrict or hamper utility
gas portfolio planning and precurement to the detriment of the utility’s sales
customers, and a ulilify is always expected to act in the best interests of its
customers, These guidelines are not infended to be a static document and should
be updated to meet the evolving needs of utility operational, financial, or demand
circumstances, as well as changes to natural gas market conditions, contracting,
and other market rules.

These guidelines are intended to be applied as drafted until altered by the
unanimous agreement of the parties or by the Commission. Aoy party seeking
changes to these guidelines must consult first with all other parties prior to
proposing such changes to the Commission..

II.  Definitions and Acronyms

Gas Year: Delivery period running November through October.
IRP: Integrated Resource Plan

LNG: Liquefied Natural Gas

PGA: Purchased Gas Adjustment

B W e

HI. Portfolio Planning Guidelines

A, Portfolio Planning and the IRP

The IRP provides the framework for the portfolio planning process, and
the portfolie planning process should build upon the IRP; this nexus
includes both forecasting methodology and supply options. The gas supply
pracess should begin with a strategic planning cffort to provide a reliable
supply and consider how best to balance the issues of price, flexibility,
and diversity in the context of the utility’s system and its customers’
needs. The portfolie planning process should be regularly updated to
capture changes in forecast load, available resources, and market
conditions.

B, Quarterly Portfolio Planning Meetings

Each utility will meet with Staff quarterly during the year, unless more
frequent meetings are requested by a utility or Staff. These meetings will
be open to other interested parties, within the limits of confidentiality
requirements of certain information and data to be discussed at the

Natural Gas Portfolio Development Guidelines Page | of 7

PENDIX
DAGE Ligf' 25



ORDER NO. 10-197

. Attachment B-1

meetings. Notice of these meetings will be sent via email to the service
lists for each utility’s most recent PGA filing. A protective order will be
established to address any confidential information to be distributed at the
quarterly meetings.

C. Portfolio Planning Process: General
The portfolio planning process should consider the following:

k. Expecied monthly average core and peak load based on normal
weather conditions. Development of the utilify’s load forecast
should be based on the same methodology that was utilized in the
utility’s most recently acknowledged IRP or IRP update, while
considering any changes to conditions since that time. Any
differences in the methodology used to forecast load for gas
portfolio development from that used in the IRP process should be
identified and explained.

2. Al reasonable supply-side and demand-side resources {physical
and financial) available to meet each segment of a utility’s forecast
load.

3. Fundamental analysis.

D. Portfolio Planning: Physical Natural Gas
A physical natural gas portfolio should meet the following objectives:

1. The portfolio should include a sufficient number of nonaffiliated
suppiiers to ensure diversity of supply sources.

The utility’s portfolio should include contracts of varying duration.

The utility’s portfolio should include contracts entered into at
various times throughout the gas year.

4. To the extent reasonable and feasible, the utility’s portfolio should
include contracts that allow the utility to vary its gas take and
pricing requirements on a seasonal or monthly basis. Physical
arrangements may also cover annual and multi-year periods.

5. The utility should be able to demonstrate that its gas supply
portfolio is sufficiently flexible to meet reasonably expected
weather, pipeline operations, gas supply shortage, system load
reduction events, and market scenarios,

6. A utility should comply with its own minimum standards for
creditworthiness and financial stability when evaluating
counterparties in order to minimize the risk of counterparty failure
or diminished performance,

Natural Gas Portfollo Development Guldelines Page 2 of 7
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E. Portfolio Planning: Financial Natural Gas

1f the utility maintains a financial natural gas portfolio, that portfolio
should meet the following objectives:

I, The portfolio should include a sufficient number of nonaffiliated
counierparties to ensure diversity of counterparties.

2. "The portfolio should include financial contracts covering both
annual and seasonal periods. Financial arrangements may also
cover multi-year periods. A utility should thoroughly evaluate
qualitaiively and, if possible, quantitatively, the use of multi-year
financial arrangements in preparing its portfolio.

3. The portfolio should include financial arrangements for natural gas
entered into at various times throughout the gas year.

4, When it is reasonable and feasible, no single financial transaction
should cover more than 25% of the total annual volumes for the
portfolio. Also, to the extent reasonable and feasible, multiple
types of financial arrangements should be considered.

5. A utility’s gas supply financial arrangements should be sufticiently
flexible to meet reasonably expected weather, pipeline operations,
gas supply shortage, system load reduction events, and market
scenarios.

6. A utility should comply with its own minimum standards for
creditworthiness and financial stability when evaluating
counterparties in order to minimize the risk of counterparty failure
or diminished performance.

F. Portfolio Planning: Contractual Arrangements

In developing its natural gas supply portfolio, a utility should consider at
. least the following:

a. A wide range of physical and financiat contracts and hedges based on
market conditions, the utility’s annual, seasonal, and peak demands;
varying weather conditions; and other utility-specific conditions;

Storage;

Demand response programs;

& 0 T

Coordinated purchasing with other companies;

o

Natural gas exchange opportunities;

o]

Arrangements with third parties already on the utility system that have
their own gas supply;

g. Direct purchases from a non-utility LNG facility; and

Natural Gas Portfolio Development Guidelines Page 3 of 7
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Y.

Portiolio and the PGA Filing: Information and Work Papers

h, Direct purchases from producers of natural gas.

ORDER NO. 10-197

Natural Gas Portfolio Development Guidelines Page 4 of 7

As nart of its annual PGA filing 1he wility should include the following general

information and data reearding its natural gas supply portfolio, including related

transportation. upon which its PGA filing is based.

General Information

a)

Drefinitions of all major terms and acronyms in the data and

b)

information provided. This sheuld include definitions uscd by
each LDC for each category of physical natural gas included in the
Portfolio and PGA filing, with back-up support and
documentation,

Any sienificant new repulalory requirements identified by the

c)

utility that in the utility’s judgment diregtly impacts the Oregon
portfolio desien. implementation, or assessment.

All forecasts of demand. weather, et¢, upon which the gas supply

Work papers

portfolio for the cutrent PGA filing is based should be based on a
methodology and data sources that are consistent with the most
recently acknowledeed IRP or TRP update for the utility, If the
methodolopy and/or data sources are not consistent each ditference
should be identified, explained. and documented as part ol the
PGA filing work papers.

Wark papers to the PGA should include: «-

a)

Formatted: Indent: Left: 72 pt

PGA Summary Sheei: Utilities should provide a PGA Summary

n

Sheet. See Appendix A, e ot R
Gas Supply Portfolio and Related Transportation: Utilities + -~ =| Formatted: Trcfent: Left: 72 pt, Hanging: 36

should provide the following work papers velated to the gas supply : gt'cNumfegf:n*'a:je;’ef jk;' nm"k’_e{'gg f_“f‘e: a
portfolio and related transmission; o

i 7] Aligned at: 54 pt + Tabafter: 72 pt + Indent
. N s v | atr 72 pt, Tab stops: 108 pt, List tab + Not at
L. Summary of portfolio planning process. S 7ip

Formatted: Font: Bold )

LDC sales system demand Forecasting.

Natural sas price forecasts,

2
3
4, Phvsical resources for the portiolio.
5

Financial resources for the portfolio (derivatives
instruments and other financial arrangements).

&

Storage Iesouicas.

Torecasted annual and peak demand used in the curgent
PGA portiolio, with and without programinatic and non-
proerammatic demand response, with explanation,

APPENDIE 4 o 4
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8. Forecasted annual and peak demand used in the current
PGA portfolio, with and without effects from gas supply
incentive mechanisins, with explanation,

9, Swmmary of portfelio documentation provided,

Y. Portfolio and the PGA Filing: Supporting Bata and Analvsis

As part of'its annual PGA filing the LDC should include the following
information and Jdala regarding the PGA gas supply portfolio. including related
transportation. Historical data requirements will go into effect over a three vear
eriod, bepinnine with the 2009 PGA filing. During the first vear the guidelines
are in effect. historical data for three vears should be provided. addine one
additional historical data vear for each of the subsequent two vears. for a total of
five vears,

i. Phvsical Gas Supply
a) For cach plivsical natural gas supply resource that is included in a

utility's portfolio texcepf spof purchases) upon which the current
PGA is based, the utility should provide the following:

1. Pricing for the resource, inchuding the commodity price
and, if relevant, reservation charges.

1]

For new {ransactions and contracts with pricing provisions
cntered into since the Iast PGA; competitive bidding
process for the resource. This should include number of

bictders, bid prices. utility decision criteria in sclecting a
“winning” bid, and any special pricing or delivery
provisions negotiated as part of the bidding process.

3 Brief explanation of each coniract’s role within the
poitfolio.

‘or purchases of physical natural gas supply resource from the spot
natural gas market included in the portfolio at the time of the filing
of the current PGA or afier that filing. the utifity should provide
the following:

1, An explanation of the utility’s spot purchasing puidelines,

the data/inforimation generally reviewed and analvzed in

inaking spot purchases. and the gencral process through
which such purchases are completed by the utitity.

2. Any contract provisions that materially deviate from the
standard NAESB contiact,

2. Hedging

The utility should clearly identify by type, coniract, counterparly, and
pricing point both the otal cost and the cosi per volume unit of each
financial hedee included in its portfolio.

Natural Gas Portfolio Development Guidelines Page 5 of 7
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3. Load Forecasting:

a) Customer count and revenue by month and class.

b) Historical (five years) and forecasted {one vear ahead) sales svatem
physical peak demand.

¢} Historical (five vears), and forecasted {one vear ahead) sales
system physical annual demand,

d) Historical {five yvears), and forecasted {one year ahead) sales
system physical demand fer each of following,

1, Annual for each customer ¢lass,

2. Amtual and monthly baseload,

Annual and monthly non-baseload.

3
4, Annual and monthly for the geographic regions utilized by
each LBC in its most recent IRP or IRP update.

4, Market information; Genergl historical and forecasted {one year ahead)
conditions in the national and repional physical and financial nalural gas
purchase markets. This should include descriptions of gach major supply
point from which the LDC physically purchases and the major factors
affecting sapply. prices, and liguidity at those points,

3. Data Interpretation: 1{ not included in the PGA filing please explain the
major aspeets of the LDC’s analysis and interpretation of the data and
information described in (D and (2) above, the most important
conclusions resulting from that analysis and inierpretation, and the
application of these conclusions in the development of the current PGA
portfolio.

G, Credit worthiness standards; A copy of the Board or officer approved
credit worthiness standards in place for the peiiod in which the current sas
supply portfolio was developed. along with full documentation for these
standards. Also. a copy of the credit worthiness standards actually applicd
in the purchase of physical gas and entering into financial hedges. I the
two are one and the saime, please indicate so.

7. Storage:

Work pavers should include the followine information about natural pas
storage included in the portfolio upon which that PGA is based.

a) Tvpe of storage (e.g., dopleted ficld, salt dome).

3] Location of each storage facility. Provide GPS coordinates. if
possible.

¢} Total level of storage in terins of deliverability and capacity held

during the gas year,

Nalural Gas Portfolio Development Guidelines Page 6 of 7
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4)

Historical {five years) gas supply delivered to storage. both annual

e}

total and by month.

Historical (five years) pas supply withdrawn from storape, both

1}

annual total and by month,

Historical (five yvears) cost of gas supply iniections into and

withdrawals from sterage, both annual total and by month.

An explanation of the methodology utilized by the LDC to price

storaee injections and withdrawals, as well as the total and average
(per unit) cost of storage gas.

Conies of all contracis or other aereements and tariffs that control

the LDC's use of the storage facilities included in the current
portfolio,
For LDCs that own and operate storage:

A The date and results of the last engineering study for that
storage,

b, adescription of any sisnificant changes in physical or
operational parameters of the storage facility {including
LNG) since the currenl engincering study was completed,

Natural Gas Porifolio Development Guidelines Page 7 of 7
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PGA FILING GUIDELINES
1. Introduction

These guidelines are not intended to be a static document and should be updated
to meet the evolving needs of utility operational, financial, or demand
circumstances, as well as changes to natural gas market conditions, contracting,
and other market rules.

These guidelines are intended to be applied as drafied until altered by the
unanimous agreement of the parties or by the Commission. Any party seeking
changes to these guidelines must consult first with all other parties prior fo
proposing such changes to the Commission.

I Definitions and Acronyms

FOM: First of Month

Gas Year: Delivery period running November through October.

IRP: Integrated Resource Plan

LNG: Liquefied Natural Gas

NAESB: North American Energy Standards Board

PGA: Purchased Gas Adjustment

Spot Purchase: A physical purchase of natural gas for one month or less.
WACOG: Weighted Average Cost Of Gas |

Annual Sales WACOG: the estimated Annual Sales Weighted Average
Cost of Gas as defined in the utility's Purchased Gas Cost Adjustment
Tariff

III.  Assamptions

R R

1. General Rate Development:

a) Deferrals and amortizations. LDCs should use forecasted therms
to develop rate increments associated with deferrals and
amortizations.

b) Calculation and application of revenue sensitive costs: When

revenue sensitive costs are updated, the LDC should send in work
papers to suppott revision. The LDCs should first determine the
entire revenue requirement associated with the annual PGA and
then apply the revenue sensitive calculation to the total. Allocation
of revenue requirement totals into rate increments should be made
afier that point, Alternatively, the revenue requirement could be
allocated to customer classes and then the total for each customer
class could be grossed up. The rate increment would be calculated
from the grossed up total.

PGA Filing Guidelines Page 1 of 6 ﬁ
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c) Deferral accounts: The revenue totals in the PGA Summary Sheet
(see Appendix A) should tie directly to deferral account totals.
Utility will provide 2 columns consisting of pre- and post-grossed
up totals.

d) Annual Sales WACOG: The forward price curve used by the utility
in its PGA filing for its Annual Sales WACOG should be based on
the formula described in Order 08-504, at page 16-17.

PGA Amortizations unrelated to gas distribution: With its Spring
Earnings filing, the company should provide Staff with a notice of “intent
to request amortization effective November 17 for any deferral it intends
to amortize in the PGA fhat requires a separate earnings test. Staffand the
utility will confer to determine which deferrals require a separatc earnings
test; deferrals related to intervenor funding and independent evaluators do
not. An exception to this will be granted if the LDC could not reasonably
have known at the time of the Spring Earnings report it would be
requesting amortization effective Nov. 1. The notice should include a
completed (hard copy and electronic) Deferral Summary Worksheet. (For
example, see Appendix B.) The LDC would be expected to submit an
updated summary sheet and other necessary information when filing for
amortization.

Calculation of 3% Test: The calculation for the 3% Test should conform
to ORS 757.259(6), (i.e. total proposed amortization times the LDC’s
gross revenues from the preceding year should not exceed 3%). Gross
revenues is defined as all Oregon revenues including Other Revenues that
ate booked above the line. (First column of the ROO from the preceding
year.) Preceding year is defined as preceding calendar year as submitted
in the ROO provided for the spring earnings review.) The 3% consists of
the total of all amortizations. If the total exceeds 3%, it will be dealt with
on a case by case basis as provided by related statutes and regulation. See
ORS 757.259(7).

Deferral Application (new or reauthorization) must be its own filing in
compliance with ORS 757.259 and OAR 860-027-0300 and include:

. A completed (hard copy and electronic) Summary Sheet (see Appendix

B), the location in the PGA filing of the back up work papers, and an
account map that highlights the transfer of dollars from one account to
another.

. For reauthorizations:

i. The effective date of deferral

ii. Prior year Order Number approving the deferral;
iii. The amount deferred last year; and,
iv. The amount amortized last year.

v. For new applications and reauthorizations:

PGA Filing Guidelines Page 2 of 6
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vi. The effective date of deferral;
vii. The interest rate that did or will apply to the accounts; and,

viii. An estimate of the upcoming PGA-period deferral and/or
amortization.
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8. Forecasted-annual-and-peak-demand-used-in-the-carront
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programmatic-demand-responserwith-explanation:
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23— Hedging
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22— Annuaband-monthly baselead:
F—Anaual-and monthly nen-baselead:

4—Annual-and-monthly-for-the peopraphieresions-utilized-by
each-EDC-in-its mostrecentiRE-er HiPupdate:
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+—Storage:

Workpapers-should-inelude-the-foHewinpinformation-about-natural-gas
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a—%-mm%wmgﬁn%nﬂ&e#dehm%ﬂdﬁmawm
during-the-gas-year:
d)y—Historieal-{tfive-yearsy gas-supply-delivered-lo-storage both-annual
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B—An-explanation-of the methedelogy-utilized by the LDCto-price
storage-injeetions-and-withdrawals-aswellasthe-total-and-average
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g——Copiesofallcontincts-or-othei-agreements-and-tarifis thatcontrel
the- LbE s-use-efthe-storasetactities-included-in-the-current
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