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I. INTRODUCTION 

Q. Please state your name and business address. 1 

A. My name is Scott W. Madison.  My business address is 555 South Cole Road, Boise, 2 

ID 83709.  My e-mail address is scott.madison@intgas.com. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by Cascade Natural Gas Corporation (Cascade or Company) and 5 

Intermountain Gas Company as Executive Vice President and General Manager. 6 

Q. Would you briefly describe your educational background and professional 7 

experiences? 8 

A. Yes.  I graduated from the University of Idaho with a Bachelor of Science degree in 9 

Accounting. I have participated in several executive education programs, including 10 

attending executive education at the Harvard Business School. I served as Vice 11 

President, Controller and Chief Accounting Officer for Intermountain Industries and 12 

each of its subsidiaries from 1997 to 2008.  From 1987 to 1997 I was a Senior 13 

Manager with Arthur Andersen LLP. 14 

I serve as a director of the Northwest Gas Association and the Western 15 

Energy Institute.  I also serve as a director and a member of the Executive 16 

Committee of the Idaho Association of Commerce and Industry and the Boise Metro 17 

Chamber of Commerce.  I am the past Chairman of the Board of Directors for the 18 

Better Business Bureau of Idaho and Treasurer of Idaho Ducks Unlimited. 19 

I am a Certified Public Accountant and a member of the American Institute of 20 

Certified Public Accountants and the Idaho Society of Certified Public Accountants. 21 
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II. SCOPE AND SUMMARY OF TESTIMONY 

Q. What is the purpose of your testimony in this docket? 1 

A. I will provide an overview of Cascade.  I will also summarize the Company’s rate 2 

request in this filing, the primary drivers for the need for rate relief, and provide some 3 

background on increasing costs facing the Company.  My testimony will also 4 

describe measures the Company has taken to control costs and increase operating 5 

efficiencies in order to stay out of rate cases to date.  I will also introduce the other 6 

witnesses providing testimony on the Company’s behalf. 7 

Q. Would you please summarize Cascade’s requested increase in this filing? 8 

A. Yes.  Increasing rate base and operating expenses require Cascade to request an 9 

increase of $3,622,770 or 5.11%.  This increase is based on an overall rate of return 10 

of 7.47% with a capital structure common equity component of 51% and a return on 11 

equity of 9.55%.  The Company is using a forecasted test period of the calendar year 12 

2015.  The forecasted test period was selected as the most appropriate and 13 

supportable during the period rates will be in effect.  Michael Parvinen provides 14 

further discussion of the test period in his testimony.  The Company is using the 15 

results of a long-run incremental cost study as a starting point in the proposed 16 

spread of the requested increase to the various rate schedules.  Ron Amen provides 17 

testimony supporting the cost study and rate spread issues. 18 

  Based on an average usage level of 55 therms per month, the average 19 

residential customer will see a bill increase of $1.88 per month from $54.03 to 20 

$55.91.  This equates to an average increase of 3.48%. 21 
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III. OVERVIEW OF CASCADE 

Q. Please briefly provide an overview of the Company. 1 

A. Cascade provides natural gas distribution services in 96 communities in Washington 2 

and Oregon.  Cascade’s headquarters are located in Kennewick, Washington.  3 

Cascade is wholly owned by Montana Dakota Utilities Resources Group, Inc. (MDU 4 

Resources), located in Bismarck, North Dakota.  Cascade has 272,884 customers, of 5 

which 68,337 are in Oregon.  Although Cascade serves 25 communities in Oregon, 6 

the largest of those communities are Bend, Baker, and Pendleton.  7 

  Cascade was originally formed in 1953 to serve smaller communities in the 8 

Pacific Northwest.  Cascade serves a non-contiguous service territory with 312 9 

dedicated employees.  Cascade became a subsidiary MDU Resources in 2007. 10 

IV. REASONS FOR RATE INCREASE REQUEST 

Q. What is the primary factor causing Cascade’s request for a rate increase in this 11 

filing? 12 

A. The primary factor is pipeline replacement costs.  In 2011, as a requirement from the 13 

Department of Transportation, Cascade prepared a process for evaluating the 14 

physical condition of its distribution pipeline.  Through the implementation of the 15 

evaluation process, Cascade identified a number of areas of concern that could 16 

eventually impact its ability to provide safe reliable service.  As a result, Cascade has 17 

devoted a tremendous amount of capital to pipeline replacement and improvement 18 

projects over the last three years, and will continue to do so over at least the next 19 

five years to ensure the integrity of its system.  As an example; Cascade acquired its 20 

Bend area in the 1950s.  Although Bend has had substantial growth over the years, 21 

the pipeline system in the core of the city has remained virtually untouched since its 22 

acquisition in the 1950s.  Cascade is currently entering year four of a multi-year plan 23 
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to completely replace the original system.  Cascade completed the first three years 1 

of the multi-year plan using funds from merger savings and other synergies it 2 

obtained in the acquisition by MDU Resources. 3 

Q. How much has Cascade invested in the Bend area in just the last three years? 4 

A. Cascade has invested nearly $12 million replacing its aging system in Bend, much of 5 

which is bare steel.  Cascade is planning an additional $2.5 million of capital 6 

investment in Bend alone in 2015, which is included in this rate case.  The budget 7 

projections for Bend for the 2016–2019 period include $2.6 million up to $3.3 million 8 

per year.  Cascade will also be focusing on system improvement or replacement in 9 

its other communities in Oregon.  Cascade’s five-year capital budget includes system 10 

improvement or replacement costs of $3.9 million in 2015 and $8.0 to $12.6 million 11 

for each year during the 2016–2019 time period. 12 

Q. Will this investment create a substantial amount of rate pressure in the years 13 

to come? 14 

A. Yes. It will.  Cascade anticipates that without the pipeline cost recovery mechanism 15 

(CRM), described by Mr. Parvinen, Cascade will be filing more frequent rate cases. 16 

Q. How much of the current requested increase of $3.6 million is due to 2015 17 

capital investments? 18 

A. $2.3 million.  This means that 63% of the increase is attributable to rate base 19 

increases. 20 

Q. Please identify other drivers of the proposed increase. 21 

A. Cascade is in the process of increasing its operating personnel in order to keep up 22 

with the demands associated with these pipeline system projects, increased pipeline 23 

safety regulations, and an increasing customer base. This accounts for an additional 24 

revenue need of $608,000. Other proposed increases, which are explained by Mr. 25 
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Parvinen, include depreciation expense in the amount of $487,000, environmental 1 

remediation in the amount of $482,000, and pension asset recovery in the amount of 2 

$368,000.  These items total more than Cascade’s requested increase but are the 3 

major reasons for the need to increase rates at this time. 4 

Q. How has Cascade controlled costs in order to mitigate the need for rate cases? 5 

A. Let me start by saying that Cascade’s last filed general rate case in Oregon was 6 

in1988.  The Commission Staff initiated a show cause case that resulted in a slight 7 

reduction in rates in 2007.  Cascade has a history of mitigating increased cost 8 

pressures in order to avoid filing rate cases.  Since the acquisition by MDU 9 

Resources, Cascade has found synergy savings in the form of joint senior 10 

management, a unified call center, joint billing facility and process, and uniform 11 

accounting and customer information system software.  The utility group continues to 12 

look for ways to acquire such synergies including a new Gas Management System 13 

(GMS). 14 

  Cascade has performed an Administrative and General (A&G) expense study 15 

to evaluate not only how Cascade compares to its peers, but also how Cascade has 16 

been able to manage A&G costs over the years particularly since the acquisition.  17 

Mr. Chiles presents the results of the study. 18 

V. CUSTOMER SUPPORT PROGRAMS 

Q. Can you identify the customer support programs that Cascade provides for its 19 

customers in Oregon? 20 

A. Cascade provides a number of programs to assist customers in meeting their energy 21 

bill obligations as well as conservation programs.  Cascade has its Low Income Rate 22 

Assistance Program (LIRAP) and its Winter Helps program to provide bill assistance 23 

to low-income customers.  Cascade also offers a budget payment plan to customers, 24 
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which serves to levelize volatility in bill amounts associated with usage. 1 

  Cascade also provides conservation programs through the Energy Trust of 2 

Oregon, and provides conservation programs through community action agencies 3 

specifically for low-income customers. 4 

Q. Please briefly describe the Budget Payment Plan. 5 

A. The Budget Payment Plan is an option for customers to make a flat payment for a 6 

period of time thus flattening or levelizing their bill.  The plan makes it easier for 7 

customers to budget their payments.  Under the plan, winter bills will be lower than if 8 

billed based on actual usage, and summer bills will be higher than if billed based on 9 

actual usage.  Once a year, the account will be reset based on the previous year’s 10 

usage and residual balance. 11 

Q. How well received is the Company’s Budget Payment Plan? 12 

A. As of December 31, 2014 there are 5,500 or 8.0% of Oregon customers participating 13 

in the Budget Payment Plan. 14 

VI. OTHER COMPANY WITNESSES 

Q. Would you please introduce and provide a brief description of each of the 15 

witnesses filing testimony on behalf of Cascade in this proceeding? 16 

A. Yes.  The following additional witnesses are presenting direct testimony on behalf of 17 

Cascade. 18 

  Mr. Mark Chiles, Vice President and Chief Accounting Officer – Western 19 

Region, will address the company’s capital structure, the proposed cost of embedded 20 

debt, and the overall rate of return.  He will also discuss the results of the A&G cost 21 

study to explain how Cascade’s A&G costs compare to other companies as well as 22 

the annual verification of actual A&G costs compared to what costs may have looked 23 

like absent the acquisition by MDU Resources. 24 
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  Mr. Michael Parvinen, Director – Regulatory Affairs, will discuss the overall 1 

revenue requirement, the Conservation Alliance Plan and decoupling, the proposed 2 

pipeline Cost Recovery Mechanism, the Environmental Remediation Recovery 3 

proposal, and also explain the Company’s philosophy underlying its basic charge 4 

requests in this case. 5 

Mr. Micah Robinson, Gas Supply and Regulatory Consultant at MRE 6 

Consulting, has been retained to present the forecasted customer and load 7 

determination used in 2015 Revenue Adjustment presented by Ms. Archer and Mr. 8 

Parvinen. 9 

  Mr. Ronald J. Amen, Director – Management Consulting at Black & Veatch, 10 

has been retained to prepare and present the Company’s long-run incremental cost 11 

study for the Oregon service territory.  Mr. Amen discusses his study results and how 12 

each schedule’s present and proposed rate compares to the indicated cost. 13 

  Ms. Pamela Archer, Supervisor – Regulatory Analysis, discusses the base 14 

year revenue proof, 2015 proposed revenue adjustment, and the proposed tariff 15 

changes.   16 

Q. Does this conclude your pre-filed direct testimony? 17 

A. Yes. 18 
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I. INTRODUCTION 

Q. Would you please state your name, business address and position? 1 

A. Yes. My name is Mark A. Chiles and my business address is 8113 W Grandridge 2 

Blvd, Kennewick, WA 99336. I am the Vice President and Controller for Cascade 3 

Natural Gas Corporation (Cascade or Company), a wholly-owned subsidiary 4 

company of MDU Resources Group, Inc. (MDU Resources). 5 

Q. Would you please describe your duties? 6 

A. As Vice President and Controller, I am responsible for providing leadership and 7 

management of the accounting, treasury, and planning functions for Cascade, 8 

including the preparation of financial reports and compliance with Sarbanes-Oxley. 9 

Q. Would you please outline your educational and professional background? 10 

A. I graduated from Boise State University with a Bachelor of Business Administration 11 

degree in Accounting. I am a certified public accountant and a member of the 12 

American Institute of Certified Public Accountants and the Idaho Society of Certified 13 

Public Accountants. I have over 20 years of experience in the energy industry 14 

including time spent in the utility, gas marketing, and exploration and production 15 

industries. During my utility career, I have held the positions of Financial Reporting 16 

Accountant, Director of Accounting and Finance, and Vice President and Controller. 17 

Q. What is the purpose of your testimony in this proceeding? 18 

A. The purpose of my testimony is threefold:  first, to explain and support the capital 19 

structure and rate of return requested in this proceeding; second, to summarize and 20 

support the reasonableness of Cascade’s administrative and general expenses; and 21 

third, to explain and support the allocation of intercompany charges between 22 

Cascade and related entities. 23 
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Q. Please summarize your testimony. 1 

A. In brief, I will provide information that shows: 2 

• Cascade’s proposed rate of return (ROR) of 7.47% provides a reasonable return 3 

for our investors at a fair cost to our customers. The ROR is based on a 51.0 4 

percent common equity ratio with a Return on Equity (ROE) of 9.55% and a debt 5 

cost of 5.30%.  6 

• Cascade has followed through on the commitment made in Order No. 07-221 7 

that “the allocated shared corporate costs, as well as its allocated and assigned 8 

utility division costs, will not exceed the costs the Cascade customers would 9 

otherwise have paid absent the acquisition, as adjusted for changes in the 10 

Consumer Price Index.”1  Moreover, Cascade’s administrative and general 11 

expense levels are well within reason when compared to other regulated 12 

companies. 13 

• The intercompany allocations between Cascade and affiliated companies provide 14 

necessary services to Cascade customers at costs equal to or lower than if 15 

Cascade either performed the services themselves or contracted for the services 16 

with non-affiliated companies. These services include, but are not limited to, 17 

executive oversight, customer billing, payment collection and processing, 18 

accounts payable processing, information technology support, and customer 19 

service support.  20 

  

                                                
1 In the Matter of MDU Resources Group, Inc. Application for Authorization to Acquire Cascade 
Natural Gas Corporation, Docket UM 1283, Order No. 07-221, Attachment A at 16 (June 5, 2007). 
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Q. Does Cascade plan to issue any equity or debt offerings in the near future? 1 

A. The equity or debt issuances planned for the next five years are provided in 2 

confidential Exhibit Cascade/201, page 2. 3 

III. ADMINISTRATIVE AND GENERAL COSTS 

Q. As a condition of the acquisition of Cascade by MDU Resources, Cascade 4 

committed that “for Oregon regulatory purposes, that commencing with the 5 

closing of the Transaction and through December 31, 2012, the allocated 6 

shared corporate costs, as well as its allocated and assigned utility division 7 

costs, will not exceed the costs the Cascade customers would otherwise have 8 

paid absent the acquisition, as adjusted for changes in the Consumer Price 9 

Index.”2 Has the Company complied with this commitment through December 10 

31, 2012? 11 

A. Yes.  As provided in section (a) of Commitment 10, compliance is determined 12 

through comparison with a 2005 Benchmark adjusted annually by the increase in the 13 

Consumer Price Index (CPI).3  The Company has stayed under the threshold for 14 

A&G costs as adjusted for changes in the CPI. Cascade files an annual earnings 15 

report with the Public Utility Commission of Oregon (Commission) showing the 16 

calculation of actual A&G expense compared to the 2005 benchmark as adjusted for 17 

the CPI. A summary of the annual filings is included as Exhibit Cascade/202. 18 

Q. Part of the commitment Cascade made in the acquisition agreement is that 19 

Cascade would not shift A&G costs to operational and maintenance (O&M) 20 

accounts, capital accounts, deferred debit accounts, deferred credit accounts, 21 

or other regulatory accounts that are the basis for ratemaking.  Can you 22 

                                                
2 In the Matter of MDU Resources Group, Inc. Application for Authorization to Acquire Cascade 
Natural Gas Corporation, Docket UM 1283, Order No. 07-221, Attachment A at 16 (June 5, 2007).  
3 Id. 
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confirm that A&G costs have not been shifted to O&M accounts, capital 1 

accounts, deferred debit accounts, deferred credit accounts, or other 2 

regulatory accounts that are the basis for ratemaking? 3 

A. Yes.  I can confirm that we have not reclassified A&G costs to other accounts.  4 

Q. How do Cascade’s A&G costs compare to those of the other regional natural 5 

gas utilities? 6 

A. Cascade had a study prepared, the results of which are included as Exhibit Cascade/ 7 

203, which shows that Cascade compares very favorably in regards to A&G costs 8 

versus other utilities.  Exhibit Cascade/203, page 1, provides 2013 A&G expense per 9 

customer compared to all U.S. gas companies separated by jurisdiction.  That exhibit 10 

shows that Cascade’s A&G expense in Oregon of $75.05 per customer on an annual 11 

basis is below the median A&G expense by $28.99 or 28%, and below the mean 12 

A&G expense by $62.29 or 45%. On a regional level, Exhibit Cascade/203, page 2, 13 

shows that Cascade’s A&G expense for Oregon is under the median A&G expense 14 

of $79.00 per customer by 5%. 15 

Q. How do Cascade’s A&G costs compare to those of other natural gas utilities in 16 

Oregon? 17 

A. The data from the study shows that in the state of Oregon, Cascade has the lowest 18 

A&G cost per customer for 2013 for natural gas utilities. 19 

Q. What has been the recent history of Cascade’s A&G costs? 20 

A. Exhibit Cascade/203, page 5, shows that from 2009 to 2013 Cascade has seen an 21 

overall steady decrease in the total company A&G expense per customer in Oregon. 22 

In 2010 there was a significant increase in A&G cost per customer, but this was due 23 

in large part to the transition of the corporate office from Seattle to Kennewick. The 24 

downward trend of A&G cost per customer is being driven by lower overall A&G 25 

costs coupled with an increase in our customer base. In 2014 Cascade’s A&G cost 26 
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per customer increased as a result of higher A&G salaries, lower returns on 1 

retirement plan investments, and higher regulatory costs. 2 

Q. Has Cascade taken specific measures to control A&G costs since the 3 

acquisition? 4 

A. Yes, as part of the acquisition of Cascade and of Intermountain Gas Company, the 5 

Company, as part of the MDU Utility Group, has gone through a process of 6 

identifying areas where we might gain efficiencies and therefore save costs. 7 

Specifically, we identified the areas of customer service and information technology 8 

as groups where the individual company employees could be integrated into one 9 

group resulting in less cost for each of the utility brands. Prior to the acquisition, 10 

Cascade had multiple sites for their customer service personnel. The utility group 11 

now has two customer service sites that provide service for all of the utility brands. In 12 

addition, the IT group has been integrated into one company in order to reduce 13 

duplication and promote efficiencies in the companies. 14 

Q. Now that the customer service and IT employees have been integrated into 15 

single groups, who do they work for and how are their costs allocated? 16 

A. All customer service and IT employees are now technically employed by MDU Utility 17 

Group. The allocation of expenses between the companies is explained in the 18 

following section describing intercompany allocations. 19 

Q. Can you point to any other drivers of the Company’s ability to contain A&G 20 

costs? 21 

A. Yes.  The Company has seen a 4.6% increase in customer growth over a five year 22 

period, which results in a lower cost-per-customer.  23 
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IV. INTERCOMPANY ALLOCATIONS 

Q. Please provide an overview of Cascade’s intercompany allocations. 1 

A. Cascade receives intercompany allocations from its parent company, MDU 2 

Resources, which includes the utility company referred to as Montana-Dakota 3 

Utilities. Cascade also receives intercompany allocations from Intermountain Gas 4 

Company (Intermountain), another wholly-owned subsidiary of MDU Resources. The 5 

intercompany allocations include, but are not limited to, charges for board and 6 

executive oversight, legal and accounting services, the use of office facilities and 7 

equipment, processing of payroll, accounts payable, customer billing and payment 8 

collection, information technology support, and customer service support. 9 

Q. Are there agreements in place between the related parties that describe the 10 

services to be provided and how the charges will be allocated between the 11 

related parties? 12 

A. Yes, when MDU Resources purchased Cascade, MDU Resources and Cascade 13 

agreed to comply with all Commission statutes, rules, and ordering conditions 14 

concerning affiliated interest filings. This included an Intercompany Administrative 15 

Services Agreement (IASA). The IASA was filed with the Commission with an 16 

effective date of July 2, 2007 and, with the purchase of Intermountain, an amended 17 

IASA was filed with the Commission with an effective date of March 18, 2009. 18 

Q. What is the basis for the allocation of expenses charged to and from Cascade? 19 

A. Per the IASA, expenses can be charged based on direct assignment, service 20 

charges, or allocations. Charges for services performed specifically for Cascade are 21 

“directly assigned.”  For example, we directly assign charges to Cascade for legal 22 

services that our corporate legal group performs for the Cascade only.  We assess a 23 

“service charge” to Cascade for services of general applicability to the utility group—24 

such as when our corporate legal group performs work that benefits all of the utilities. 25 
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Finally, we assess an “allocation” for services performed for the corporation as a 1 

whole-- such as when our legal group performs work that benefits all of the business 2 

units within MDU Resources. 3 

Q. How often is the corporation allocation methodology reviewed? 4 

A. The methodology for the allocation of charges for certain corporate functions such as 5 

payroll and accounts payable processing, procurement, information technology 6 

services, and finance and administration are updated annually. Confidential Exhibit 7 

Cascade/204 shows the cost allocation basis for charges in calendar year 2014. 8 

Q. What is the process for billing intercompany charges? 9 

A. Each month allocable costs are compiled by each of the companies as part of the 10 

accounting close process. An invoice is prepared detailing the charges so that the 11 

receiving company has adequate information to appropriately code the charges. The 12 

invoices are due for payment upon receipt. Intercompany invoices received by 13 

Cascade are analyzed for the appropriateness of the charges by accounting 14 

personnel. Any questions are reconciled with the issuing company. 15 

Q. Who is responsible for keeping a record of the charges? 16 

A. Per the IASA, the issuing party is responsible for maintaining the support for the 17 

charges. All parties are responsible for providing access to the records and for 18 

maintaining such records in accordance with good record management practices. 19 

Q. Does this conclude your testimony? 20 

A. Yes. 21 
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2007 2008 2009 2010 2011 2012 2013

2005 A&G Benchmark (per UM-1283) 6,848,545$  6,848,545$     6,848,545$     6,848,545$      6,848,545$      6,848,545$       6,848,545$          
CPI Increase 7.15% 11.26% 10.87% 12.69% 16.24% 18.65% 20.38%
Annual A&G Benchmark 7,338,154$  7,619,691$     7,592,780$     7,717,305$      7,960,749$      8,125,600$       8,244,620$          

Cascade Actual A&G Expense 7,349,106$  6,522,058$     6,606,891$     7,494,560$      6,672,809$      6,236,397$       5,311,406$          
A&G Type 1 adjustments (769,091)$    (112,175)$      (117,570)$      (114,513)$        (5,906)$            (209,722)$        223,129$             
Cascade Adjusted A&G Expense 6,580,015$  6,409,884$     6,489,321$     7,380,047$      6,666,903$      6,026,674$       5,534,534$          

Below Threshold  (Yes/No) YES YES YES YES YES YES YES

A&G Adjustment (if below threshold then no adjustment) -$                  -$                     -$                     -$                       -$                      -$                       -$                           

Cascade Natural Gas Corporation
UM 1283 A&G Expense Adjustment

State of Oregon

CNG/202 
Chiles/Page 1 of 1
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I. INTRODUCTION 

Q. Please state your name and business address. 1 

A. My name is Michael P. Parvinen.  My business address is 8113 W. Grandridge Blvd., 2 

Kennewick, Washington 99336-7166.  My e-mail address is 3 

michael.parvinen@cngc.com. 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by Cascade Natural Gas Corporation (Cascade or Company) as the 6 

Director of Regulatory Affairs.  In this capacity, I am responsible for the management 7 

of all economic regulatory functions at the Company. 8 

Q. How long have you been employed by Cascade? 9 

A. I have been employed by Cascade since September 2011.  Prior to joining Cascade 10 

I was employed by the Washington Utilities and Transportation Commission (WUTC) 11 

for nearly 25 years.  I was employed as a Regulatory Analyst, later as a Deputy 12 

Assistant Director, and lastly as the Assistant Director of the Energy Section. 13 

Q. What are your educational and professional qualifications? 14 

A. I graduated from Montana College of Mineral Science and Technology in May of 15 

1986, with a Bachelor of Science degree in Business Administration with an 16 

emphasis in accounting.   17 

  I have testified before the Public Utility Commission of Oregon (Commission) 18 

on behalf of Cascade in dockets UG 224 and UM 1633.  I have also testified 19 

numerous times before the WUTC.  20 

  I have also analyzed or assisted in the analyses of numerous other utility rate 21 

filings, and participated in many utility rulemaking proceedings before the WUTC.  22 

Finally, I attended the Seventh Annual Western Utility Rate Seminar in 1987 and the 23 

1988 Annual Regulatory Studies Program, sponsored by the National Association of 24 

Regulatory Utility Commissioners. 25 
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II. SCOPE AND SUMMARY OF TESTIMONY 

Q. What is the purpose of your testimony in this docket? 1 

A. My testimony will cover five primary areas.  First, I will address the revenue 2 

requirements and supporting calculations.  Next, I’ll describe the current 3 

Conservation Alliance Plan (CAP) including the decoupling mechanism as well as 4 

proposed changes to the mechanism.  Third, I will describe Cascade’s proposed 5 

recovery of Environmental Remediation costs.  The fourth section will describe 6 

Cascade’s proposed pipeline recovery mechanism.  In the last section I will present 7 

Cascade’s approach to its proposed basic charges for residential and commercial 8 

customers.  9 

Q. Are you sponsoring any exhibits in this proceeding? 10 

A. Yes.  I am sponsoring the following exhibits, which are described in my testimony:   11 

Exhibit CNG/301 Results of Operation Summary Sheet 12 

Exhibit CNG/302 Revenue Requirement Calculation 13 

Exhibit CNG/303 Conversion Factor Calculation 14 

Exhibit CNG/304 Proposed Adjustments to Base Year Results 15 

Exhibit CNG/305 Independent Evaluator’s Report (without appendices)  16 

Exhibit CNG/306 Summary of Decoupling Mechanism 17 

Exhibit CNG/307 Monthly Calculation of Decoupling Deferral Entries  18 

Exhibit CNG/308 Decoupling Allowed Margin per Customer 19 

Exhibit CNG/309 Record of Decision (ROD) 20 

Exhibit CNG/310 Calculation of Environmental Remediation Proposal 21 

Exhibit CNG/311 Pipeline Recovery Mechanism Sample Calculation 22 
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III. REVENUE REQUIREMENT AND RATE REQUEST PROPOSAL 

Q. Please summarize the results of the proposed revenue requirements for the 1 

Oregon jurisdiction. 2 

A. After taking into account all proposed adjustments, the forecasted rate of return 3 

(ROR) is 5.00%, as shown in Exhibit CNG/301.  The incremental revenue necessary 4 

to achieve the recommended ROR of 7.47% is $3,622,770, also shown in Exhibit 5 

CNG/301.  The calculation of the incremental revenue is also provided in Exhibit 6 

CNG/302.  The overall base revenue increase requested is 5.11%. 7 

Q. Please describe the contents of Exhibit CNG/301. 8 

A. The figures shown in column (1) are the actual Oregon booked figures for the base 9 

year, which is the twelve months ended December 31, 2014.  Column (2) is the 10 

summation of all adjustments, both restating and forecasted, to achieve the test 11 

period results.  Each adjustment that is included in column (2) is identified separately 12 

in Exhibit CNG/304, and will be described later in my testimony. Column (3) is the 13 

sum of columns (1) and (2) and represents the expected results of operations in the 14 

test period absent any rate change.  Column (4) identifies the proposed revenue 15 

change and the net income impact of the revenue increase.  The proposed revenue 16 

increase is also calculated in Exhibit CNG/302.  Column (5) is the results of 17 

operation expected during the test period with proposed rates. 18 

Q. What is the Company’s proposed test year for this case? 19 

A. Cascade is proposing calendar year 2015 as the test period.  As a practical matter, 20 

rates are anticipated to go into effect approximately February 1, 2016; consequently, 21 

2016 will be the first year rates will be in effect.  However, we have been working on 22 

our revenue requirement studies for many months now, and at the time we 23 

conducted our analysis, we were unable to project 2016 revenues and costs with any 24 

accuracy. 25 
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Q. Does the Company anticipate adjusting the test period later in this docket? 1 

A. No.  Although costs are anticipated to exceed growth in revenues from new 2 

customers in 2016, in order to keep the current filing as simple as possible, Cascade 3 

is not proposing to include such projections. 4 

Q. Are 2016 revenue increases due to increased customers expected to offset 5 

2016 expected cost increases? 6 

A. No.  If margin revenue increased by 1%—which is a reasonable expectation—the 7 

increase in margin revenue would be approximately $300,000.  A typical wage 8 

increase of 3% would offset half that amount while a simple inflation calculation 9 

would offset the remaining half.  For this reason the selection of a 2015 test year 10 

yields conservative results. 11 

Q. Please describe the contents of Exhibit CNG/302. 12 

A. Exhibit CNG/302 shows the calculation of the proposed revenue increase of 13 

$3,622,770 necessary to achieve the proposed rate of return of 7.47%.   14 

Q. Would you please describe Exhibit CNG/303? 15 

A. Exhibit CNG/303 shows the calculation of the conversion factor which is applied to 16 

the required net income to produce the required revenue increase.  The conversion 17 

factor takes into account revenue-sensitive items that change as revenue changes, 18 

including uncollectibles, franchise taxes, Commission fees, Oregon state income tax, 19 

and federal income taxes.  The conversion factor is calculated to be .58346. 20 

Q. Please describe Exhibit CNG/304. 21 

A. Exhibit CNG/304 shows each of the Company proposed adjustments culminating in 22 

a total column shown on page 2, column (v).  The total column is also shown in 23 

Exhibit CNG/301, column (2).   24 
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Q. Would you describe each of the adjustments included in Exhibit CNG/304? 1 

A. Yes.  The first column, column (a), entitled “Uncollectibles Expense” is an adjustment 2 

to test period booked uncollectibles expense to the average of the last three years of 3 

actual bad debt write-offs.  This adjustment is consistent with the Type I adjustment 4 

in Cascade’s annual earnings report.  The result is a decrease in net income of 5 

$167,504. 6 

  Column (b), entitled “Removal 25% Membership Fees” adjusts 25% of 7 

booked membership fees consistent with the Type I adjustment in Cascade’s annual 8 

earnings report.  The result is an increase in net income of $2,191. 9 

  Column (c), entitled “Officer Incentive Com. Adj” removes all incentive 10 

compensation paid to the executive group.  This adjustment is also consistent with 11 

the Type I adjustment in Cascade’s annual earnings report.  The result is an increase 12 

in net income of $81,145. 13 

  Column (d), entitled “Promotional Advertising Adjustment” removes all base 14 

year advertising booked to FERC account 913.  This adjustment is consistent with 15 

the Type I adjustment in Cascade’s annual earnings report.  The result is an increase 16 

in net income of $303. 17 

  Column (e), entitled “Interest Coordination Adjustment” adjusts federal 18 

income tax for the effect of the average debt rate used to calculate the rate of return 19 

applied to the proposed rate base shown in Exhibit CNG/301, column (3), line 27.  20 

This adjustment is again consistent with the Type I adjustment in Cascade’s annual 21 

earnings report.  The result is an increase in net income of $33,808. 22 

  Column (f), entitled “PGA Sharing Adj.” adjusts revenues to reflect the 23 

amount of Purchase Gas Adjustment (PGA) commodity sharing that was accrued 24 

during the base year.  Cascade is increasing earnings to reflect additional gas costs 25 

absorbed by the Company of $385,502 during 2014 as a result of commodity costs 26 
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being greater than those built into the PGA.  The result of this adjustment is an 1 

increase in net operating income of $224,920. 2 

  Column (g), entitled “Annualizing Wage Rate Adjustment” reflects the full year 3 

impact of the union contract wage increase that was effective April 1, 2014.  This 4 

adjustment reduces net income by $15,046. 5 

  Column (h), entitled “Removal of Retiree Medical Credits” removes 6 

miscellaneous credits associated with retiree medical costs.  This adjustment 7 

increases net income by $16,862. 8 

  Column (i), entitled “2015 Revenue Adjustment” adds margin revenue to 9 

account for the additional weather normalized load to be added during 2015.  This 10 

adjustment increases net income by $246,295. 11 

  Column (j), entitled “2015 Wage Adjustment” reflects the wage adjustment 12 

applied to non-union and union employees.  Non-union wage increases are effective 13 

January 1 and union increases effective April 1.  The current union contract expires 14 

March 31, 2015, so the April 1 increase is not known yet.  Cascade is proposing 15 

3.5% as a placeholder to be updated later in the docket.  This adjustment decreases 16 

net income by $105,339. 17 

  Column (k), entitled “Pension Asset Adjustment” places into rate base the 18 

level of prepaid pension asset, net of deferred taxes, per the position of the Joint 19 

Utilities1 in docket UM 1633, which has not been resolved at the time of this filing.  20 

The rate base effect of this adjustment is an increase in rate base of $2,873,126. 21 

  Column (l), entitled “Pipeline Inspection Cost Adj” adjusts for increased costs 22 

associated with additional pipeline inspections over and above those already 23 

performed on an annual basis.  These inspections will include digging in various 24 

                                                
1 The “Joint Utilities” in docket UM 1633 are Cascade, Avista Corp., Northwest Natural Gas, Natural, 
PacifiCorp dba Pacific Power, and Portland General Electric. 
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locations to physically examine the condition of the distribution system.  It is 1 

anticipated that these additional costs will continue for several years. The net effect 2 

of this adjustment is a decrease on net income of $205,548. 3 

  Column (m), entitled “Labor Additions Adjustment” reflects additions to labor 4 

expenses for employees that have been and or are planned to be added during 5 

2015.  The Company is anticipating a net gain of 15 additional positions in 2015 on a 6 

system basis.  The majority of these positions are for district office personnel 7 

required to manage the workload associated with the increased investment in 8 

replacing the most at-risk portions of the distribution system.  Two positions are 9 

being added to create a more dynamic safety program and provide better training 10 

options for our field personnel.  One position is being added to the regulatory 11 

department based on increased workload anticipating perpetual rate cases.  Another 12 

position is added in Gas Supply and one in Procurement for inventory control.  We 13 

expect that all of these positions will be filled prior to the rate effective date.  The net 14 

effect of this adjustment is a decrease on net income of $354,733. 15 

  Column (n), entitled “Public Purpose Cost Reallocation” removes from 16 

expenses the portion of costs provided to the Energy Trust of Oregon (ETO) in 17 

addition to funds collected from the Public Purpose Charge (PPC).  Currently, 18 

additional funds are provided to the ETO in an amount not less than $500,000 per 19 

year consistent with the Commission’s order in docket UG 167.2  20 
  

                                                
2 In the Matter of Cascade Natural Gas Corporation Request for Authorization to Establish a 
Decoupling Mechanism and Approval of Tariff Sheets No. 30 and No. 30-A, Docket UG 167, Order 
No. 06-191 at 3 (Apr. 19, 2006).  
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Q. Did the Commission’s order in docket UG 167 specify how the additional 1 

$500,000 contribution would be funded? 2 

A. Order No. 06-191, which adopted the parties’ stipulation, stated that “Cascade 3 

agreed to contribute 0.75 percent of its revenues from Rate Schedules 101 and 104, 4 

but no less than $500,000 per year, for public purposes, the funds to be distributed to 5 

the ETO and community service agencies for DSM and low-income assistance 6 

programs.”3 7 

Q. Did the Commission later approve a stipulation clarifying the ratemaking 8 

treatment of the $500,000 contribution for earnings review? 9 

A. Yes, the stipulation in docket UG 173 clarified that the public purposes funding 10 

provided by Cascade under that provision would be reflected as an operating 11 

expense for ratemaking and future revenue sharing purposes.4  The parties further 12 

clarified the ratemaking treatment in docket UM 1283—the investigation into the 13 

MDU Resources Group, Inc. (MDU Resources) acquisition of Cascade.  In the 14 

stipulation adopted by the Commission in that matter, the Company expressly 15 

pledged to contribute funding, until September 30, 2012, to the Energy Trust of 16 

Oregon and community service agencies in the manner prescribed docket UE 167, 17 

conditioned upon such funding being included as a cost of service for ratemaking 18 

and revenue sharing purposes.5  This commitment was later extended to December 19 

31, 2015 in a stipulation approved by the Commission in Order No. 13-079.6 20 

                                                
3 Id. 
4 In the Matter of the Staff Investigation into the Earnings of Cascade Natural Gas Corporation, 
Docket UG 173, Order No. 07-220, App. A at 3 (June 5, 2007). 
5 In the Matter of MDU Resources Group, Inc., Application for Authorization to Acquire Cascade 
Natural Gas Corp., Docket UM 1283, Order No. 07-221, Ex. 1, p. 10 (June 5, 2007).  
6 In the Matter of Cascade Natural Gas Corporation, Motion to Amend Order No. 07-221 regarding 
Company’s Decoupling Mechanism, Docket UG 224, Order No. 13-079 (Mar. 13, 2013). 



   
  CNG/300 
  Parvinen/9 
 

Q. Is the Company now proposing to collect the $500,000 contribution through 1 

the PPC? 2 

A. Yes.  The Company is proposing to remove that amount from general expenses and 3 

include the $500,000 in the PPC.  4 

Q. Why is this change appropriate? 5 

A. Moving the $500,000 public purpose fund contribution into the PPC will provide 6 

better information to our customers about the amount that they are paying for 7 

conservation and low-income programs.  This change will have a net zero impact to 8 

customers.  The net effect of this adjustment is an increase in net income of 9 

$150,436.  The PPC rates will also be adjusted at the same time as general rates in 10 

order to maintain the amount of funds provided to the ETO. 11 

Q. Why is the adjustment not $500,000? 12 

A. Cascade verifies every year in December that $500,000 is being provided to the ETO 13 

for this component, however Cascade also uses accrual accounting and in 14 

December 2013 a much larger amount had to be accrued for, thus resulting in a 15 

large reversal of that amount in January 2014.  The December 2014 accrual was 16 

much smaller than December 2013. 17 

Q. Are there other issues that arise from a decision to collect through the PPC the 18 

$500,000 previously provided through operating expenses? 19 

A. Yes.  Currently the PPC is collected from Schedules 101 and 104 (residential and 20 

commercial customers) only, to provide programs to these customer groups.  The 21 

additional $500,000 provided to the ETO from operating expenses is used to provide 22 

conservation programs to industrial and large usage core customers (Schedules 105 23 

and 111).  So, with the shift of the amounts in general expenses to the PPC, the 24 

Company is proposing to include Schedules 105 and 111 in the PPC tariff (Schedule 25 
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31) to continue providing cost effective conservation programs through the ETO for 1 

all core customers. 2 

Q. Will you please continue describing each of the adjustments in Exhibit 3 

CNG/304? 4 

A. Yes.  Column (o), entitled “2015 Plant Additions” reflects the Company’s budgeted 5 

level of capital additions expected to go into service during 2015.  The majority of the 6 

projected investment is related to non-revenue producing investment.  The Company 7 

will update this projection later in the case to reflect actual costs and more up-to-date 8 

estimates.  The net income effect of the rate base additions, for depreciation 9 

expense and property taxes, is a decrease of $448,699.  The rate base impact is an 10 

increase of $11,745,699. 11 

  Column (p), entitled “Reallocation of A&G Charges” moves certain charges 12 

historically booked to an Administrative and General (A&G) account to a different 13 

location.  First, we have moved billing-related costs including postage and bill 14 

printing costs to Customer Accounts.  In addition, we have moved costs related to 15 

performance of atmospheric corrosion studies from A&G expenses to Operating and 16 

Maintenance (O&M) expense, where they are more appropriately booked. The 17 

surveys will be an ongoing expense item.  There is no net income impact of these 18 

adjustments. 19 

Q. If there is no net income impact of this adjustment, what is the purpose of 20 

proposing the adjustment? 21 

A. As explained by Mark Chiles, Cascade has sponsored a study to compare how the 22 

Company’s A&G costs compare to the A&G costs incurred by other natural gas 23 

companies. Properly allocating all customer-related costs to Customer Accounts 24 

results in a more accurate comparison.  Notably, even though Cascade compares 25 

favorably to the other natural gas companies in the study, there were items that 26 
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incorrectly affected the 2014 balances as reflected in Exhibit CNG/203.   Cascade 1 

has made the changes to its accounting system to properly book these costs starting 2 

in 2015. 3 

Q. Please continue with the remaining adjustments shown in Exhibit CNG/304. 4 

A. Column (q), entitled “Rate Case Costs” reflects the impacts of incremental costs 5 

associated with filing this general rate case.  These costs will be updated later in the 6 

case as they become known and better estimated.  The net income impact is a 7 

decrease of $111,877. 8 

  Column (r), entitled “Inflation Factor” reflects the impact of applying a 9 

consumer price index inflation factor to non-labor related expenses.  The net income 10 

effect is a decrease of $96,140. 11 

  Column (s), entitled “Depreciation Expense” shows the impact of the 12 

depreciation study expected to be filed in April 2015.  The net income effect is a 13 

decrease of $284,333. 14 

  Column (t), entitled “Employee Incentive Plan Adj” reflects the Commission’s 15 

practice regarding incentive plans in which amounts associated with earnings are 16 

removed and components associated with customer service and expense targets are 17 

removed at 50%. 18 

Q. Can you describe briefly what Cascade’s incentive plan is? 19 

A. Yes.  Cascade’s plan consists typically of three components; the director level plan in 20 

2014 was comprised of four components.  The first component is based on achieving 21 

financial targets or net income levels. The second and third component is based on 22 

reduced spending and customer satisfaction goals.  The fourth goal, for directors 23 

only, is based on a review of Company safety policies with employees during the 24 

year.  Each component is worth an equal portion of the incentive payment. 25 
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Q. What is the impact of this adjustment? 1 

A. Cascade had a total of $168,156 of incentive payments allocated to Oregon.  2 

$112,104 is being removed to comply with the Commission’s standing policy.  The 3 

net income impact is an increase in net income of $67,330.  For simplicity Cascade 4 

did not allocate between the adjustment between directors and other salaried 5 

personnel.  Having done so would reduce the effects of the adjustment. 6 

Q. Please describe the last adjustment in Exhibit CNG/304. 7 

A. Column (u), entitled “Environmental Remediation” shows the impact of Cascade’s 8 

proposal regarding environmental remediation costs for the Eugene Remediation 9 

Site.  Further discussion of the proposal can be found later in my testimony.  The net 10 

income effect is a decrease of $281,463. 11 

Q. What is the net impact of all the proposed adjustments to the base year 12 

results? 13 

A. As shown in column (v), line 22, the net income impact of all proposed adjustments 14 

is a reduction of $1,247,391 and a rate base increase of $14,618,825.  Column (v) is 15 

carried forward into column (2) of the summary Exhibit CNG/301. 16 

IV. CONSERVATION ALLIANCE PLAN & DECOUPLING 

Q. What is the purpose of this portion of your testimony? 17 

A. I will provide background on Cascade’s current Conservation Alliance Plan (CAP) 18 

including the Decoupling mechanism and conservation/low-income funding through 19 

the PPC, a description of how the current mechanism is calculated and a description 20 

of the PPC.  I will address recommendations from the third-party evaluator’s report 21 

included as Exhibit CNG/305.  Finally, I will describe Cascade’s proposed changes to 22 

continue the CAP. 23 
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Q. What is the CAP? 1 

A. The CAP is a comprehensive mechanism that encourages conservation and protects 2 

the Company from the adverse earnings impact from loss of load associated with 3 

weather and conservation.  The Decoupling component of the CAP maintains a 4 

margin per customer recovery despite the effects of weather and conservation.  The 5 

PPC component collects funds from customers receiving service under Schedules 6 

101 (residential) and 104 (commercial) to provide funding for the conservation 7 

measures, as well as low-income conservation and bill assistance.  The conservation 8 

program is administered by the ETO. 9 

Q. Would you please describe the distinction between the terms CAP and 10 

Decoupling? 11 

A. These terms are usually used synonymously.  However, there is a distinction in 12 

regards to Cascade’s mechanism; the CAP refers to the complete mechanism 13 

including Decoupling, conservation programs, PPC, and the true-up mechanism.  14 

Decoupling is a major component within the CAP.  The Decoupling component in 15 

particular breaks the link between revenues and usage.  16 

Q. Please provide a brief history of the current CAP, including the Decoupling 17 

mechanism, from its inception in 2006. 18 

A. Cascade first applied for the CAP on October 17, 2005 in docket UG 167.  The 19 

parties held several workshops and settlement discussions, which ultimately led to a 20 

settlement filed on April 14, 2006.  The Commission approved the settlement by 21 

Order No. 06-191, with the tariff sheets to become effective May 1, 2006. 22 

  In addition to recommending approval of the CAP, some of the key elements 23 

of the settlement were: 24 

• A termination date of September 30, 2010, prior to which Cascade 25 

would sponsor an independent evaluation of the CAP. 26 
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• Establishment of the PPC rate to collect funds from customers 1 

receiving service under Schedules 101 and 104 to provide funding for 2 

conservation programs administered by the ETO, including a portion 3 

of which to be distributed to community service agencies to administer 4 

for low-income conservation and bill assistance programs. 5 

• Established that, in addition to the PPC, the Company provide funding 6 

for additional conservation measures in the amount of 0.75% of 7 

current revenues from Schedules 101 and 104, but no less than 8 

$500,000 per year. 9 

• Established Service Quality Measures. 10 

• Established an Earnings Sharing Mechanism. 11 

• Agreement that the Company would file a general rate case in the first 12 

quarter of 2008 if requested by the Commission. 13 

Q. Have any changes been made to the CAP since it was approved? 14 

A. On June 5, 2007, the Commission entered Order No. 07-221, approving a settlement 15 

and authorizing the acquisition of Cascade by MDU Resources, which included 16 

modifications to the CAP.  Also on June 5, 2007, the Commission entered Order No. 17 

07-220 approving a settlement resolving the Staff investigation into Cascade’s 18 

earnings.  The following changes were made to the existing CAP: 19 

• Extended the termination date to September 30, 2012, subject to 20 

changes resulting from the independent evaluation. 21 

• Confirmed that the 0.75% of current revenue provided by Cascade for 22 

additional conservation measures is considered an above-the-line 23 

expense item for ratemaking and revenue-sharing purposes.7 24 

                                                
7 Order No. 07-220, App. A at 3 (“The parties agree that the public purposes funding provided by Cascade under paragraph 10 of the UG 167 Stipulation, or any 
other amounts for such purposes as ay be required in the future, shall be reflected as an operating expense for ratemaking and revenue sharing 
purposes.”) 
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• Adjusted the equity rate for Earnings Sharing.  (This component was 1 

later modified per Commission order in UM 1286.) 2 

• Removed the rights of settling parties to request the Commission to 3 

require Cascade to file a 2008 general rate case. 4 

Q. Were there any additional changes? 5 

A. Yes.  In docket UG 224, Order No. 13-079, the Commission accepted a settlement to 6 

modify the expiration date of the CAP to December 31, 2015, and required Cascade 7 

to file a general rate case by March 31, 2015. 8 

Q. Was an independent evaluation of the CAP performed per the initial 9 

agreement? 10 

A. Yes.  Cascade contracted with Black & Veatch who performed the evaluation which 11 

was submitted to the Commission in docket UG 167 on April 30, 2010 (Evaluator’s 12 

Report or Report).  I have included a copy of the Evaluator’s Report as Exhibit 13 

CNG/305 for reference and convenience 14 

Q. Have any of the recommendations from the Evaluator’s Report been 15 

implemented to date? 16 

A. No, they have not.  However, I am addressing each of the seven recommendations 17 

in this section. 18 

Q. What is the first recommendation? 19 

A. The first recommendation is to make the CAP permanent, which Cascade is 20 

proposing to do in this filing. 21 
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Q. What is the second recommendation? 1 

A. The second recommendation is to review and update the use per Heating Degree 2 

Day (HDD) factors utilized in the Company’s weather normalization equation and 3 

factors in its next rate case.   4 

Q. Is Cascade implementing this recommendation in this case? 5 

A. Yes.  Cascade is using a 60 HDD as a better fit than the historical 65 HDD.  Cascade 6 

is also using the most recent five years to determine the relationship between actual 7 

usage and HDD.  Micah Robinson provides additional testimony on these topics. 8 

Q. What is the third recommendation? 9 

A. The third recommendation is to eliminate the use of unbilled volumes in the monthly 10 

decoupling adjustment.  Cascade will do so going forward. 11 

Q. What do you foresee as the impact of this recommendation? 12 

A. Overall implementation of this recommendation should have no impact.  On a 13 

monthly basis it could shift impacts from one month to another but as long as the 14 

method (either including or excluding unbilled volumes) is consistently applied there 15 

should be no impact to the results on an annual basis. 16 

Q. What is the fourth recommendation? 17 

A. The fourth recommendation is to analyze Schedule 104 to determine whether the 18 

class should be broken into two classes for purposes of obtaining more 19 

homogeneous load and cost characteristics.  Cascade has analyzed this issue and 20 

recommends continuing with the existing class determination.  21 

Q. What is the fifth recommendation? 22 

A. The fifth recommendation is to consider real-time recovery of the weather-related 23 

component of the CAP. 24 

  As I explain below, Cascade has considered the recommendation and has 25 

determined that it should not be implemented.  As discussed further below, Cascade 26 
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is proposing to remove the breakout between weather and conservation impacts as 1 

the past results have produced convoluted information.  A real-time adjustment 2 

would also add a layer of complexity to the monthly filings and added monthly review 3 

time by staff for what Cascade views as very limited benefit. 4 

Q. What is the sixth recommendation? 5 

A. The sixth recommendation is to target low-income customers to reduce the average 6 

use per customer.  Cascade has implemented a pilot program called the 7 

Conservation Achievement Tariff (CAT) with the intent to remove barriers and 8 

increase funding to increase the number of low-income households being 9 

weatherized. 10 

Q. What is the seventh recommendation? 11 

 The seventh and last recommendation is to consider a Straight Fixed Variable rate 12 

design as an alternative to decoupling.  For the reasons I will discuss later in my 13 

testimony, Cascade is not supporting such an approach in this case.   14 

Q. Would you please provide a brief explanation of how the Decoupling 15 

mechanism works? 16 

A. Yes.  The purpose of the Decoupling mechanism is to track and allow recovery of the 17 

commodity margin revenue differences occurring from both weather and 18 

conservation.  Rates are revised annually to reflect changes in both (1) the margin 19 

differences between weather-normalized allowed margin per customer (baseline) 20 

and the actual use margin collected per customer and (2) the baseline normalized 21 

use established in the Company’s most recent rate case adjusted to reflect 22 

conservation impacts. 23 
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Q. Has the CAP mechanism provided value to Cascade? 1 

A. Yes it has.  Even though the overall result has been a refund to customers, the 2 

Company has benefited by minimizing the swings in earnings as a result of the 3 

change in loads associated with weather and conservation. 4 

Q. Does the CAP mechanism insulate the Company from the volatility associated 5 

with weather? 6 

A. Yes, that is one of the component factors.  It also insulates customers from the 7 

volatility of weather swings.  For example, in the case of a colder than normal year, 8 

the CAP mechanism lowers rates for customers.   9 

Q. Have you prepared an exhibit summarizing the Decoupling and baseline rate 10 

adjustment components? 11 

A. Yes, Exhibit CNG/306.  Line 3 shows the yearly effect of the Decoupling calculation 12 

for weather and conservation with column (k) showing the cumulative effect.  Line 4 13 

shows the annual impact of adjusting the base for effects of conservation.  Line 5 14 

shows the overall impact that the CAP mechanism has had on customers since the 15 

inception of the program through the end of 2014. 16 

Q. What has been the overall impact of Decoupling on customers since the 17 

inception of the CAP mechanism? 18 

A. As shown on line 5 of Exhibit CNG/306, customers have seen net rate reductions 19 

equal to $1,566,340.78. 20 

Q. Can you explain why the figures on line 4 don’t begin until column (d)? 21 

A. It is my understanding that the 2009/2010 PGA was the first time the base rates were 22 

adjusted to reflect the annual margin changes due to conservation based on 23 

weather-normalized volumes.  The figure in column (d) of $1,013,535.00 was a 24 

cumulative change. 25 
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Q. Have you prepared an exhibit detailing each month’s calculation of the 1 

Decoupling deferral entries? 2 

A. Yes.  I have provided Exhibit CNG/307, showing the calculations for each month for 3 

the 12 months ended June 30, 2014.  As can be seen from this exhibit, the totals 4 

shown on page 3, lines 110, 111 and 112 (column N) correspond to the figures on 5 

Exhibit CNG/306, column (i), lines 1, 2 and 3.  I provide further explanation of these 6 

exhibits in the next section of my testimony. 7 

Q. Can you please describe Exhibit CNG/307? 8 

A. Yes.  The exhibit contains the Company’s actual monthly calculations for the 9 

Decoupling portion of the CAP mechanism.  This exhibit shows the last full 12 month 10 

period incurred, through June 30, 2014.  The first page shows the monthly 11 

Decoupling calculation for residential customers under Schedule 101 by weather 12 

data location.  Cascade has three weather data areas in its service territory in 13 

Oregon.  The second page is for commercial customers under Schedule 104 for the 14 

same weather data locations.  The third page is a summary page including the 15 

monthly book entries. 16 

Q. Does Exhibit CNG/307 provide the total monthly deferral amount? 17 

A. Yes, on page 1, the calculation on lines 38-43 (with the total shown on line 51) 18 

provides the total monthly deferral amount.  This calculation shows the allowed 19 

margin to be recovered and then compares that to the actual margin revenue 20 

collected.  The difference is the total monthly deferral.  The remainder of the page 21 

shows the calculations to divide the monthly deferral between weather-related 22 

volume changes and conservation-related volume changes. 23 
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Q. Referring to page 1 of Exhibit CNG/307, please describe the remainder of the 1 

information on the page. 2 

A. Lines 14 through 35 and then line 44 through 50 are calculations to allocate the 3 

monthly total into the weather and conservation related components based on 4 

variation from normal degree days and application of a coefficient factor, as 5 

established in the PGA process.  6 

Q. Please explain page 2 of Exhibit CNG/307. 7 

A. These are the same calculations shown on page 1 except they are based on data for 8 

our commercial customers.  Again the important calculation is the total monthly 9 

deferral, which is derived by taking the allowed margin recovery (lines 90 – 92) and 10 

subtracting the actual monthly margin as calculated on lines 94 and 95.  The result is 11 

shown on line 103. 12 

Q. Please continue with an explanation of page 3 of Exhibit CNG/307. 13 

A. Page 3 is a summary of pages 1 and 2 and also includes the actual book entry for 14 

the Decoupling component of the CAP mechanism. 15 

Q. Turning now to Exhibit CNG/306, can you please explain this exhibit and the 16 

source of each figure? 17 

A. This exhibit shows the annual effect of the Decoupling mechanism, including the 18 

change of the baseline calculation, as it has been or will be passed through to 19 

customers. 20 

  Line 1 is the total of the weather component for each year the CAP 21 

mechanism has been in effect.  As an example, the figure in column (i) comes from 22 

Exhibit CNG/307, page 3, column N, line 110. 23 

  Line 2 is the annual conservation component, which for the twelve months 24 

ended June 30, 2014, comes from Exhibit CNG/307, page 3, column N, line 111. 25 
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  Line 3 is the total, with column (k) showing the effect the Decoupling 1 

mechanism has had on customers since the inception of the mechanism. 2 

Q. Does the ($3,523,828.78) figure in column (k), line 3, indicate that customers 3 

have been refunded this amount since 2006 due to the CAP mechanism? 4 

A. Yes, with the exception of column (j).  Column (j) will be included in the PGA filings 5 

that will become effective November 1 of 2015.  Customers paid more margin per 6 

customer than was established as the base.  Therefore, an overall refund was given 7 

based on the monthly CAP calculations.  Because base rates are adjusted upward 8 

for the ongoing effects of conservation (line 4) the overall net impact of Decoupling 9 

on customers over the entire period has been a refund of $1,566,340.78 as shown 10 

on line 5. 11 

Q. Referring to line 2, can you explain why several figures on this line, including 12 

the total, have credit balances or negative numbers for the conservation 13 

component? 14 

A. Intuitively, the conservation component should always produce a positive number.  15 

That is, as customers implement conservation measures their usage should go 16 

down.  Thus, reduced usage would result in a positive number or deferral.  This isn’t 17 

always the case and I believe it is mostly due to the breakdown of the total into 18 

weather and conservation components.  The CAP mechanism starts with the 19 

difference between an allowed margin per customer and the actual margin collected 20 

from customers.  This total difference is what the CAP mechanism is intended to 21 

calculate.  However, the total is then broken into weather and conservation driven 22 

components.  Since the weather component is calculated first and the remainder is 23 

attributed to conservation, I would venture to say that due to all the variables 24 

associated with weather within any given month (such as humidity, daily temperature 25 

fluctuations, inter-day fluctuations, etc.), the weather effects swamp the effects of 26 
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conservation, thus creating conservation totals that create negative balances for the 1 

conservation component. 2 

Q. Did the independent evaluator address this phenomenon? 3 

A. Yes. The Report did identify several possible explanations but did not draw a solid 4 

explanation or conclusion.  These explanations are included on pages 3-3 and 3-4 of 5 

the evaluator’s report, Exhibit CNG/305 at 19-20.  6 

Q. Does this phenomenon expose a fatal flaw in the CAP mechanism? 7 

A. No, not at all.  Overall, the CAP mechanism does exactly what it is intended to do.  8 

The CAP mechanism adjusts for the difference between allowed margin per 9 

customer and actual margin per customer.  It is only when trying to split the amount 10 

between weather and conservation that we sometimes see a value that does not 11 

make intuitive sense.  12 

Q. Is Cascade proposing a change to the CAP mechanism to fix this concern or 13 

phenomenon? 14 

A. Yes.  Cascade is proposing to only defer the difference between the allowed margin 15 

per customer compared to actual margin per customer and not split the deferral 16 

between weather and conservation.  This would substantially reduce the amount of 17 

review of the deferral balances and convoluted calculation that go into the monthly 18 

weather and conservation splits. 19 

Q. Turning back to Exhibit CNG/306, please continue with the explanation of line 20 

4. 21 

A. Line 4 shows the annual adjustment to base margin rates to reflect the impact of 22 

conservation.  This adjustment is included in the annual PGA and is calculated by 23 

taking the average number of customers in the two classes, residential and 24 

commercial, multiplied by the authorized margin per customer to equal the total 25 

authorized margin revenue.  The total authorized margin revenue is then divided by 26 
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the current weather-normalized volume to determine the new base rate to obtain the 1 

same margin per customer as originally authorized. 2 

Q. What would the result be if this adjustment were not made annually? 3 

A. Theoretically, if the adjustment were not made annually, the deferral would have a 4 

cumulative effect.  For example, if none of the adjustments had been made, the 2015 5 

deferral would be at least $1.96 million higher than it otherwise will be due to the 6 

cumulative effect of conservation. 7 

Q. Does this explain why the first year this adjustment was made, in 2009, it was 8 

significantly greater than any of the other years? 9 

A. Yes.  The 2009 adjustment reflects the effects of conservation on base usage since 10 

the CAP mechanism was first put in place. 11 

Q. Where do the funds used for conservation for Cascade customers come from? 12 

A. They come from two sources:  the PPC, which is collected from residential and 13 

commercial customers under Schedule 31, and from a percentage of revenue that is 14 

recorded as an expense item on the Company’s books. 15 

Q. Can you provide some background on the PPC and how it got to the point it is 16 

today? 17 

A. Yes.  As described earlier in my testimony, a PPC charge was originally set to collect 18 

0.75% of current revenues from customers on Schedules 101 and 104.  It is my 19 

understanding that, in the early years while programs were ramping up, it was 20 

difficult to spend even that amount, so a deferral account was established to track 21 

the revenue and the spending.  As the programs became more established and 22 

spending became more predictable, the deferral account became simply another 23 

funding source.  In other words, the ETO had available funds collected through the 24 

PPC up to the authorized deferral level as well as the funds recorded or booked as 25 

an expense.  Today the deferral component has been eliminated and the Company 26 
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must work more closely with the ETO to properly match the PPC with the ETO’s 1 

actual expenditures. 2 

Q. The PPC originally was established at 0.75% of revenue.  What is the charge 3 

today? 4 

A. The PPC for customers on Schedule 31 is set at 1.85% and it is anticipated that the 5 

rate will need to be adjusted later in 2015 based on the 2016 ETO budgeted level of 6 

conservation for Cascade’s customers. 7 

Q. You mentioned another 0.75% of current revenues being provided by the 8 

Company.  Can you explain this amount? 9 

A. This payment was a condition of approval that Cascade agreed to in the original CAP 10 

settlement.  In order to receive approval of the CAP mechanism, the Company 11 

agreed to provide the additional funding thus reducing earnings. 12 

Q. Is Cascade proposing to continue this funding? 13 

A. Cascade is proposing in this case to remove the component from general expenses 14 

and include the corresponding amount of funding directly in Schedule 31 (Public 15 

Purpose Charge) so that customers will be more readily aware of what they are 16 

actually paying in the way of conservation.  This was described in greater detail 17 

earlier in my testimony. 18 

Q. Can you summarize what Cascade is proposing in this filing regarding 19 

changes to the CAP, decoupling, and funding? 20 

A. Yes.  Cascade is proposing to continue with the CAP and decoupling.  Cascade is 21 

only proposing to eliminate the split of the monthly deferral between weather and 22 

conservation as the results are not very meaningful.  Cascade is proposing to 23 

continue funding the conservation programs with the PPC, including adding the 24 

current $500,000 from expense account 908 to the PPC.  This shift will require all 25 
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core customers, excluding interruptible Schedule 170, to participate in the PPC since 1 

those same core customers participate in the conservation programs. 2 

Q. If all customers are participating in the conservation programs, is Cascade 3 

proposing a change to the monthly decoupling deferral entry to expand 4 

beyond Schedules 101 and 104? 5 

A. Not at this time.  Cascade has not performed an analysis to examine the effects of 6 

including Schedules 105 or 111 in the decoupling deferral.  Cascade may evaluate 7 

the option at some future time. 8 

Q. Have you prepared an exhibit showing the allowed margin per customer as 9 

determined from Cascade’s proposed revenue, customers, and volumes? 10 

A. Yes, Exhibit CNG/308. 11 

Q. Please describe Exhibit CNG/308 and how it will be used after the conclusion 12 

of this docket? 13 

A. The monthly average margin per customer shown on this exhibit will be applied to 14 

actual customers to derive the allowed revenue per customer to be collected.  The 15 

difference from the allowed revenue and actual revenue charged to customers will be 16 

deferred. 17 

V. ENVIRONMENTAL REMEDIATION COST RECOVERY 

Q. Please provide a brief history of the Eugene Remediation Site and process. 18 

A. The Manufactured Gas Plant (MGP) in Eugene, Oregon was first constructed in 1906 19 

and operated as a coal carbonization process facility from 1907 – 1910.  In 1910-20 

1911 the plant expanded and was converted to a water-gas processing facility.  On 21 

January 1, 1929, a PacifiCorp predecessor sold the MGP and underlying property to 22 

Northwest Cities Gas Company (Northwest Cities).  In 1950, Northwest Cities 23 

ceased MGP gas operation and the plant was converted for propane-air gas storage 24 

and distribution.  On October 12, 1953, Cascade merged with Northwest Cities.  In 25 
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1958, Cascade sold the MGP and property to a predecessor of Northwest Natural 1 

Gas.  The Eugene Water & Electric Board (EWEB) purchased the property in 1976. 2 

  Since discovery of the site conditions, EWEB participated with Oregon 3 

Department of Environmental Quality (DEQ) oversight to perform initial studies and 4 

to determine cleanup project objectives.  The initial site investigation was completed 5 

in October 1995; the results from the initial site investigation demonstrated the need 6 

for additional assessment.   7 

On February 26, 1996, EWEB, PacifiCorp, and Cascade entered into a 8 

participation agreement for site investigation.  The participation agreement included 9 

a tentative cost sharing agreement under which Cascade is responsible for a portion 10 

of all investigation and remedial design costs.  In January of 2015 the DEQ issued a 11 

Record of Decision (ROD) identifying the measures to remediate the site.  A copy of 12 

the ROD is included as Exhibit CNG/309. 13 

Q. Now that the ROD has been issued, has Cascade determined the cost to 14 

remediate the site including the anticipated remediation time period? 15 

A. Yes.  Cascade’s anticipated portion will likely be approximately $1,736,300. 16 

Q. Has Cascade deferred any costs associated with the Eugene remediation site? 17 

A. Yes.  Even though the parties started work evaluating the site starting back in 1996, 18 

Cascade did not request an order of deferral until it anticipated that the ROD was 19 

nearing execution. Cascade started deferring external costs under docket UM 1636 20 

on December 1, 2012.  Prior to December 1, 2012, any cost incurred was expensed.   21 

Q. Does Cascade anticipate insurance recovery for any deferred and projected 22 

costs associated with the environmental remediation? 23 

A. Yes.  Over the next year, Cascade anticipates a total of approximately $186,000 in 24 

insurance proceeds for “defense costs.”  Defense costs in this context refer to those 25 

costs that the Company incurs to investigate the site—and the Company expects 26 
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that it will recover the majority of those incurred.  Roughly, all costs incurred by the 1 

Company in the first half of 2014 are defense costs. 2 

Cascade anticipates that costs incurred in the second half of 2014 and 3 

beyond will be associated with actual remediation efforts, which includes planning 4 

and implementation of actual remediation.  The amount and timing of any insurance 5 

recoveries for remediation costs is speculative at this point in time. 6 

Q. What does Cascade propose for rate recovery of the Eugene Remediation Site 7 

in this docket? 8 

A. Cascade proposes to include in rates the total expected cost of remediation plus the 9 

deferral balance as of December 31, 2014, less expected insurance proceeds 10 

divided by the three year remediation period which equates to $468,637. 11 

Q. Has Cascade developed an exhibit detailing the calculation as proposed? 12 

A. Yes.  Confidential Exhibit CNG/310 shows the anticipated costs and Cascade’s 13 

portion of those costs by year.  Also included in the exhibit is the total amount 14 

deferred through 2014 in the amount of $228,224.  Insurance proceeds are deducted 15 

from the total thus creating a net balance of $1,405,911 to be recovered over three 16 

years. 17 

Q. During any of the three years in which Cascade deferred costs, was Cascade 18 

in an earnings sharing position? 19 

A. No.  Per each of the annual earnings reports submitted to the Commission for 2012-20 

2014 Cascade has not been in an earnings sharing position. 21 

Q. Will there be ongoing costs associated with the Eugene Remediation Site and 22 

how is Cascade proposing to treat those? 23 

A. There will be ongoing costs.  However, none are included in the proposed recovery 24 

calculation.  Any ongoing costs will be included in actual results in the future to be 25 
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evaluated for recovery as any ongoing expense in the future.  These ongoing costs 1 

are difficult to determine at this point until the remedial design is complete. 2 

VI. PIPELINE COST RECOVERY MECHANISM (CRM) 

Q. Can you describe the purpose of Cascade’s proposed Pipeline Cost Recovery 3 

Mechanism (CRM)? 4 

A. Yes.  The proposed CRM is a mechanism that provides timely recovery of costs 5 

incurred to promote the safety and reliability of Cascade’s distribution system.  The 6 

Company is using its Distribution Integrity Management Plan (DIMP) and model to 7 

identify and replace certain areas of the distribution system that are at elevated risks.   8 

Q. Why is Cascade incurring these types of costs? 9 

A. There are many portions of Cascade’s system that include what is deemed as high 10 

risk pipe.  Cascade is serious about its obligation to provide safe, reliable service to 11 

its customers, and to that end, Cascade is using a systematic approach to identify 12 

the highest risk areas and replace those sections of pipe. 13 

Q. Are the costs associated with these projects revenue producing? 14 

A. No.  These are replacement costs with no new revenue associated with them.  In 15 

other words, performing these system improvements increases costs and reduces 16 

earnings. 17 

Q. Has Cascade been incurring these types of investments over the last several 18 

years? 19 

A. Yes.  Cascade has invested a significant amount over the last three years in 20 

replacing its infrastructure.  In particular, Cascade has been focusing on the Bend 21 

area and systematically replacing the system in that area.  Each year of replacement 22 

is considered a “Phase”; 2015 will be Phase 4.  Cascade has spent a total amount of 23 

nearly $12 million in Phases 1 through 3. 24 
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Q. How has Cascade been able to incur these costs without rate recovery to 1 

date? 2 

A. Cascade has used the efficiency gains from the MDU acquisition to fund these 3 

improvements.  However, rate base and other costs increases have reached the 4 

point that Cascade is seeking this current rate increase request along with the 5 

proposed recovery mechanism. 6 

Q. What are the benefits to customers if the Commission approves this 7 

mechanism? 8 

A. Besides the obvious safer and more reliable system, the mechanism will potentially 9 

reduce the need for back to back rate cases.  It will encourage the Company to 10 

control costs between rate cases and reduce the need for incurring additional rate 11 

case costs. 12 

Q. Without the proposed mechanism what will be the impact on rate payers and 13 

the Company? 14 

A. The Company believes that it is prudent and necessary to provide a safe reliable 15 

system, and believes these investments are required to do so.  Without approval of 16 

the CRM, Cascade may be in a position in which it files for rate increases until such 17 

time as the DIMP modeling indicates an acceptable level of a risk profile is attained. 18 

Q. Can you please describe how the mechanism is proposed to work? 19 

A. Yes.  Cascade proposes to file for recovery of its annual investment concurrently 20 

with its annual PGA filings on August 1 with an effective date of November 1.  The 21 

August 1 filing will request recovery of investment from September 1 of the previous 22 

year until August 30 of the current year.  For September through June we will have 23 

actual costs, and July and August will be projected.  Cascade will file an update 24 

concurrently with the PGA update on September 15 which will then include actual 25 
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investments through August 31 of the current year.  All investments will therefore be 1 

in service at the time of final review. 2 

Q. When will the first filing take place and will it cover a full year? 3 

A. The current general rate case filing is proposing to recover investments through the 4 

end of 2015; therefore, to prevent double recovery, the first proposed filing will cover 5 

investments made after January 1, 2016, through August 31, 2016. 6 

Q. Have you prepared an exhibit demonstrating how the mechanism would work? 7 

A. Yes, Exhibit CNG/311. 8 

Q. Please describe Exhibit CNG/311. 9 

A. Exhibit CNG/311 is a format example with no specific projects or dollar significance 10 

intended.  Lines 1 – 7 in the exhibit represent individual projects included in the 11 

mechanism.  The number and cost of the projects will vary from year to year. Column 12 

(b) shows the estimated cost to be recovered with column (c) identifying actual costs 13 

spent from September 1 through June 30.  In the September 15 update filing, both 14 

column (b) and (c) will be the same and represent actual costs for the twelve months 15 

ended August 31. 16 

  Line 8 is the total of all projects.  Line 9 comes from the accepted rate base 17 

allocation from the current cost of service study in this filing.  The rate base allocator 18 

will be used to allocate the plant additions to each customer class.  Line 10 shows 19 

the percentage split based on the previous line. 20 

  Line 11 is a reiteration of line 8, total replacement costs.  Lines 12 – 23 21 

calculate the revenue requirement impact of the investment.  The calculation takes 22 

into account the average depreciation rate approved in Cascade’s last depreciation 23 

study, line 12.  The accumulated depreciation impact is derived on line 13, assuming 24 

a half year convention.  Line 14 calculates tax depreciation in order to determine the 25 

deferred tax component on line 16.  Line 17 is the tax effect of depreciation expense.  26 
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Line 18 is the calculated rate base.  Line 19 is the rate of return authorized in this 1 

current filing. Line 20 shows the Net Income impact of the rate base and income 2 

statement with line 21 showing the total.  Line 22 is the conversion factor derived in 3 

this current rate case filing.  Line 23 is the total revenue requirement associated with 4 

the first year of the pipeline replacement investment. 5 

  Line 24 shows the allocation of the revenue requirement to each of the rate 6 

schedules based on the rate base allocation percentage shown on line 10.  Line 25 7 

shows the weather normalized volumes expected in the upcoming year.  This volume 8 

projection will be the same as used in the concurrent PGA filing. 9 

  Line 26 will show the proposed rate impact to be included on a newly 10 

established tariff schedule. 11 

Q. How will the exhibit look in subsequent year’s filing? 12 

A. Each subsequent year will add an additional sheet similar to this exhibit in order to 13 

reflect an additional year of depreciation and deferred taxes on the rate base.  In 14 

subsequent years the first page will look the same as this exhibit with the exception 15 

of addition lines will be added to bring forward the previous year’s new rate base 16 

level.  There will be a second page which will look identical to first year with the 17 

exception of added accumulated depreciation and added deferred taxes. 18 

Q. Does Cascade currently have a similar mechanism in place in Washington? 19 

A. Yes.  As a result of a generic proceeding (docket UG-120715), the WUTC issued a 20 

policy statement with the intent of encouraging natural gas utilities to be proactive in 21 

replacing higher risk pipelines.  The policy encourages the utilities to submit a 22 

replacement plan which is to be updated every two years.  The utilities then have the 23 

option to file a recovery mechanism for the investment associated with the plan.  The 24 

plan uses the DIMP as its primary support. 25 
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Q. Will Cascade also file a plan as part of its proposal in this docket? 1 

A. Yes.  Cascade intends to use its planning document filed in Washington to cover 2 

Oregon investments and file every two years as well. 3 

Q. Is Cascade proposing any differences than what has been adopted in 4 

Washington? 5 

A. Yes.  The recommended changes are for timing and simplicity.  In Washington, 6 

Cascade files the CRM first in May with two updates on September 30 and again in 7 

the middle of October.  The last filing includes actual investment through September 8 

30 with estimated investment through October 30.  The idea is that all investment will 9 

be in service as of the November 1 effective date of the new rates.  In Oregon, 10 

Cascade is proposing to file only one update as opposed to two and only include 11 

actual investment made with no estimates in the final request.  The original filing will 12 

be on August 1 instead of the May date used in Washington. 13 

Q. Has the Commission approved this type of mechanism before? 14 

A. Yes.  Northwest Natural Gas currently has System Integrity Program, which was 15 

adopted to encourage Northwest Natural to replace bare steel and cast iron pipe.8  16 

Cascade’s Washington cost recovery mechanism was based one Northwest Natural 17 

mechanism in place in Oregon.  Cascade’s proposal is a simplified, straight forward 18 

version of the mechanism currently in place with Northwest Natural.  19 

VII. BASIC CHARGE RECOMMENDATION  

Q. Please explain why Cascade is proposing to hold basic charges constant? 20 

A. Cascade believes in promoting the direct use of natural gas for heating homes and 21 

water.  We realize that customers who choose to use natural gas will also be 22 

electricity customers, and for that reason, will have two energy bills to pay each 23 

                                                
8 In the Matter of Northwest Natural Gas Company, dba NW Natural, Docket UM 1406, Order No. 09-
067 (Mar. 1, 2009). 
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month regardless of usage. Cascade is proposing to continue with a low basic 1 

charge and volumetric heavy rate design to alleviate that impact on customers. 2 

Q. Why is it appropriate for the Company’s rate structure to support the direct 3 

use of natural gas? 4 

A. There are two primary reasons; first, direct use of natural gas is much more efficient 5 

than using natural gas to produce electricity.  Secondly, decreasing usage is the 6 

most efficient form of conservation an electric utility could invest in. 7 

Q. Does this conclude your testimony? 8 

A. Yes it does. 9 
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2014 Summary Test Year Requested Adjusted
Results Per of Adjusted Reveune Reults
Company Adjustments Total Increase After Proposed

Filing Revenues

SUMMARY SHEET (1) (2) (3) (4) (5)

Operating Revenues
1 Natural Gas Sales 65,785,175 422,139 66,207,314 3,622,770 69,830,084
2 Gas Transportation Revenue 4,029,534 0 4,029,534 4,029,534
3 Other Operating Revenues 277,779 385,502 663,281 663,281
4     SUBTOTAL 70,092,488 807,641 70,900,129 3,622,770 74,522,899
5 LESS: Nat. Gas/Production Costs 39,527,958 0 39,527,958 39,527,958
6 Revenue Taxes 2,905,229 16,839 2,922,069 75,535 2,997,603
7       OPERATING MARGIN 27,659,301 790,802 28,450,103 3,547,235 31,997,338

Operating Expenses
8 Production 100,207 2,104 102,311 102,311
9 Distribution 5,413,835 1,458,406 6,872,241 6,872,241

10 Customer Accounts 1,516,549 669,306 2,185,855 27,937 2,213,792
11 Customer Service 250,477 (250,477) 0 0
12 Sales 505 (505) 0 0
13 Administrative and General 5,700,762 (297,563) 5,403,199 5,403,199
14 Depreciation & Amortization 4,880,058 1,042,125 5,922,183 5,922,183
15 Regulatory Debits 0 0 0
16 Taxes Other Than Income 1,870,615 300,604 2,171,219 2,171,219
17 State & Federal Income Taxes 2,399,137 (885,808) 1,513,329 1,405,608 2,918,937
18      Total Operating Expenses 22,132,145 2,038,193 24,170,338 1,433,545 25,603,882
19 Net Operating Revenues 5,527,156 (1,247,391) 4,279,765 2,113,691 6,393,456

Rate Base
20   Total Plant in Service 180,947,303 12,043,418 192,990,721 192,990,721
21   Total Accumulated Depreciation (85,852,430) (284,355) (86,136,785) (86,136,785)
22 Contributions in Aid of Construction 0 0 0 0
23   Customer Adv. For Construction (537,712) 0 (537,712) (537,712)
24   Deferred Accumulated Income Taxes (25,739,617) (13,364) (25,752,981) (25,752,981)
25   Deferred Debits 0 0 0
26   Working Capital Allowance 2,198,523 2,873,126 5,071,649 5,071,649
27 TOTAL RATE BASE 71,016,067 14,618,825 85,634,892 0 85,634,892
28 Rate of Return 7.78% 5.00% 7.47%

Cascade Natural Gas

Twelve Months Ended December 31, 2014
Results of Operation Summary Sheet
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1 Adjusted Rate Base $85,634,892
2 Rate of Return 7.47%

3 Required Return (ln 1 x ln 2) $6,393,501
4 Adjusted Net Income $4,279,765

5 Required Net Income Increase (ln 3 - ln 4) $2,113,736

6 Conversion Factor 0.58346

7 Revenue Increase Required (ln 5 / ln 6) $3,622,770

8 Test Year Adjusted Revenue $70,900,129

9 Overal Revenue Increase 5.1097%

Cascade Natural Gas
Revenue Requirement Calculation
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  Revenues 1.00000
Operating Revenue Deductions

Uncollectible Accounts 0.00771
Taxes Other - Franchise 0.01835
OPUC Fees 0.00250

Interest expense
State Taxable Income 0.97144

State Income Tax 0.07381

Federal Taxable Income 0.89763

Federal Income Tax @ 35% 0.31417

Total Income Taxes 0.38798

Total Revenue Sensitive Costs 0.41654

Net-to-Gross Factor 0.58346

Combo-State & Federal Income Tax
  State 0.07600
  Federal 0.35000

State and Federal Effective Tax Rate 0.3994

REVENUE SENSITIVE COSTS 

Cascade Natural Gas
Conversion Factor Calculation

Twelve Months Ended December 31, 2014
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Uncollectibles Removal  25% Officer Promotional Interest PGA Commodity Annualizing Removal of 2015 Revenue 2015 Pension
Expense Membership Incentive Comp. Advertising Coordination Sharing Wage Rate Retiree Medical Adjustment Wage Asset

Fees Adj Adjustment Adjustment Adj. Adjustment Credits Adjustments Adjustment
(a) (b) ( c ) (d) ( e ) (f) (g) (h) (i) (j) (k)

1 Operating Revenues
2 Natural Gas Sales $422,139
3 Gas Transportation Revenue
4 Other Operating Revenues 385,502
5     SUBTOTAL $0 $0 $0 $0 $0 $385,502 $0 $0 $422,139 $0 $0
6 LESS: Nat. Gas/Production Costs
7 Revenue Taxes 8,038 8,802
8       OPERATING MARGIN $0 $0 $0 $0 $0 $377,464 $0 $0 $413,337 $0 $0
9

10 Operating Expenses
11 Production
12 Distribution
13 Customer Accounts $278,894 $2,973 $3,255
14 Customer Service
15 Sales (505)
16 Administrative and General (3,648) (135,107) 25,051 (28,075) 175,389
17 Depreciation & Amortization
18 Regulatory Debits
19 Taxes Other Than Income
20 State & Federal Income Taxes (111,390) 1,457 53,962 202 (33,808) 149,572 (10,005) 11,213 163,787 (70,050) 0
21      Total Operating Expenses 167,504 (2,191) (81,145) (303) (33,808) 152,545 15,046 (16,862) 167,042 105,339 0
22 Net Operating Revenues ($167,504) $2,191 $81,145 $303 $33,808 $224,920 ($15,046) $16,862 $246,295 ($105,339) $0

24 Rate Base
25   Total Plant in Service
26   Total Accumulated Depreciation
27 Contributions in Aid of Construction
28   Customer Adv. For Construction
29   Deferred Accumulated Income Taxes
30   Deferred Debits
31   Working Capital Allowance 2,873,126
32 TOTAL RATE BASE $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $2,873,126
33

34   Revenue Requirement Effect $287,087 ($3,755) ($139,076) ($520) ($57,944) ($385,494) $25,787 ($28,900) ($422,130) $180,542 $367,648

Proposed Adjustments to Base Year Results
Cascade Natural Gas 
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Pipeline Labor Public Purpose 2015 Plant Reallocation of Rate Case Inflation Depreciation Employee Environmental Total
Inspection Additions Cost Additions A&G Costs Factor Expense Incentive Remediation Adjustments
Cost Adj Adjustment Reallocation Charges Adj Adj Plan Adj Adj (Base Rates)

(l) (m) (n) (o) (p) (q) ( r ) (s) (t) (u) (v)

$0 $0 $0 $0 $0 422,139
0 0 0 0 0 0
0 0 0 0 0 385,502

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $807,641
$0

$16,839
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $790,802

$0
$0

2,104 $2,104
342,238 590,631 56,900 468,637 $1,458,406

$352,337 31,848 $669,306
(250,477) 0 ($250,477)

($505)
(474,566) 186,275 69,222 (112,104) ($297,563)

568,710 473,415 $1,042,125
$0

178,375 122,229 $300,604
(136,690) (235,898) 100,041 (298,386) 0 (74,398) (63,933) (189,082) 44,774 (187,174) ($885,808)
205,548 354,733 (150,436) 448,699 0 111,877 96,140 284,333 (67,330) 281,463 $2,038,193

($205,548) ($354,733) $150,436 ($448,699) $0 ($111,877) ($96,140) ($284,333) $67,330 ($281,463) ($1,247,391)

12,043,418 $12,043,418
(284,355) ($284,355)

$0
$0

(13,364) ($13,364)
$0

$2,873,126
$0 $0 $0 $11,745,699 $0 $0 $0 $0 $0 $0 $14,618,825

$352,293 $607,983 ($257,836) $2,272,027 $0 $191,748 $164,777 $487,323 ($115,398) $482,405 $4,008,567

Cascade Natural Gas 
Proposed Adjustments to Base Year Results
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CASCADE 
NATURALGAS 
CORPORATION 

A~oJIJOOllii$tUDS Group, loc. 

April 30, 2010 

Oregon Public Utility Commission 
Attn: Vikie Bailey-Goggins 
550 Capitol Street NE #215 
Salem, OR 97308-2148 

® 
222 FAIRVIEW AVENUE N., SEATTLE WASHINGTON 98109,5312 208·624·3900 

FACSIMILE 206-654-4039 
www.cngc.com 

Re: UG 167 - Third Party Evaluation of Cascade Natural Gas Corporation's Oregon 
Decoupling Mechanism 

Dear Ms. Bailey-Goggins: 

In compliance with Item 8, Order 06-191 in the UG 167 Stipulation agreement, Cascade 
Natural Gas Corporation herein submits the attached report related to the Independent 
Third-Party Evaluation of Cascade Natural Gas Corporation's Oregon Decoupling 
Mechanism. 

On March 19, 2010, Cascade submitted a request for a six-week extension to the March 
31, 20 I 0, filing deadline of the report to allow adequate time for the independent 
consultant to finalize the report. An extension was subsequently granted to May 15, 
2010, in a ruling made by Judge Allan J. Arlow on March 22, 2010. 

If you have any questions concerning this submittal, please contact Allison Spector at 
206-381-6834 or Katherine Barnard at 206-381-6824. 

Sincerely, 

Katherine J. Barnard 
Manager 
Regulatory & Gas Supply 

"In The Community '.lb Se,·ve" 
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SECTION 1 EXECUTIVE SUMMARY 
CASCAlJE NATURAL GAS CORPORI\TIOM 

EVALUATION OF OREGON DFCOUPLIMG MECI IAMISl11 

1.0 EXECUTIVE SUMMARY 

The purpose of this report is to present the results of Black & Veatch Corporation's (Black & Veatch) 
evaluation and investigation of Cascade Natural Gas Corporation's (Cascade, CNGC, or the Company) 
natural gas revenue decoupling mechanism in Oregon, which is part of the Company's Conservation Alliance 
Plan (CAP). The primary objective of this evaluation was to determine the effectiveness of the CAP, which 
became effective on May I, 2006. Specifically, Black & Veatch evaluated whether the implementation of the 
decoupling mechanism has been achieved as planned, and whether the mechanism has had a positive impact 
on the Company's commitment to natural gas conservation programs. 

Black & Veatch recognizes that there should be a close interrelationship between the Company's decoupling 
mechanism and the advancement of cost-effective, economically-efficient conservation programs, and that 
determining whether this interrelationship exists is the key question to be answered by this evaluation. A 
properly designed revenue decoupling mechanism should better align the interests of the Company with those 
of its customers and the energy policies of the State. The mechanism should mitigate CNGC's disincentive to 
promote energy efficiency (i.e., eliminate its "throughput incentive"), thereby providing its customers with 
increased opportunities to reduce energy consumption and energy bills as a result of the various energy 
efficiency and conservation programs supported by the Company. 

To determine whether the interrelationship exists between the Company's decoupling mechanism and the 
advancement of cost-effective economically-efficient conservation programs, Black & Veatch conducted an 
independent investigation of the decoupling mechanism that included addressing a number of substantive 
questions, as discussed throughout this report. 

On April 19, 2006, the Public Utility Commission of Oregon (Commission) issued a final Order in 
Docket UG 167 approving a Stipulation granting Cascade's request for approval of its CAP, which included a 
natural gas revenue decoupling mechanism, subject to certain conditions. Under the terms of the Stipulation, 
Cascade was authorized to implement the CAP mechanism in order to separately track variations in natural 
gas usage due to conservation and weather. The two resulting deferral accounts track the margin impact of 
changes in the normalized use per customer for the Company's Residential Service Rate Schedule IO I and its 
Commercial Service Rate Schedule I 04, as well as the impact of weather changes from normal weather for 
these same rate schedules. 

Under the terms of the Stipulation, the Pai1ies agreed that Cascade would sponsor a study, performed by an 
independent firm, for the purpose of evaluating the effectiveness of the CAP-whose results would be 
submitted to the Parties listed in the Order as well as to the Commission. This report presents the results of 
this required evaluation. 

The purpose of Cascade's CAP mechanism is to establish procedures for the annual tracking of commodity 
margin revenue differences occurring from both weather and conservation. Rates are revised annually to 
reflect changes in both the weather-normalized use per customer and the difference between actual use and 
weather-normalized use per customer, and the baseline normalized use established in the Company's most 
recent rate case. The sum of these two rate adjustment components permits the Company to calculate the 
margin revenue differences experienced between the actual average residential and commercial/industrial 
(C/1) margin per customer and the margin amounts established at the time the Company's rates were 
authorized by the Commission. The resulting revenue difference, whether positive or negative, is added to the 
existing commodity margin for the next annual period by dividing the expected amrnal commodity margin by 
the normalized therm sales. 

Black & Veatch 1-1 April 2010 
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SECTION 1 EXECUTIVE SUMMARY 
C/\SC1\DI: NI\ TUR/\! G1\S CORPOru.\ l'ION 

EV1\LU/\ TION OF OREGON DECOUPLING MECI 1/\NISM 

The objectives of this evaluation were established by the Company and other Parties, and they were included 
in CNGC's Request-for-Proposals (RFP). The specific program elements that were evaluated by Black & 
Veatch were included in the Evaluation Plan (provided as Appendix B of the RFP) and they were broken 
down into the following categories: 

I . Mechanism Structure and Design 
2. Customer Impacts 
3. Company Impacts 
4. Associated Conservation Efforts and Achievements 
5. Societal Impact and Benefits 

This Evaluation Plan is provided in Appendix A of this report, along with references to the sections of this 
repott that address each of the questions contained in the Plan. 

1.1 Conclusions 
Black & Veatch's conclusions resulting from this evaluation are summarized below. These conclusions and 
the supporting analysis are discussed in more detail in Section 3, Observations Regarding Structure of 
Decoupling Mechanism, and Section 4, Observations Regarding Impact of Decoupling Mechanism on 
Conservation Activities. 

1.1.1 Decoupling Mechanism Structure 
From a purely computational standpoint, the Company's decoupling mechanism works as designed. The 
mechanism uses a multi-step process to adjust calendar month data. First, weather normalized sales are 
calculated for each of the Company's three weather areas by multiplying the monthly number of customers 
times the difference between normal and actual heating degree days (HDD) times the weather sensitive 
coefficient for the area. Second, the expected monthly normalized commodity revenue per customer (as 
determined in the Company's most recent rate case) is calculated. This calculation multiplies the total 
number of residential customers times the monthly commodity margin. The actual commodity margin is 
determined as the actual commodity sales (net of the current month unbilled calculation) times the applicable 
commodity charge. The weather adjustment margin is added to or subtracted from the actual revenue to 
produce a weather normalized margin. The difference between the weather normalized margin and the 
expected normalized margin is the conservation adjustment. 

The Company's filings that Black & Veatch reviewed have accurately implemented the resulting rate 
adjustments through CNGC's decoupling mechanism, and the Company stated that it is satisfied with the 
simplicity and recovery basis of the mechanism. The resulting decoupling adjustments have been minor and 
Black & Veatch does not believe there is a need to extend the amortization period to lessen the impact on 
customers, nor should the monthly timing of the rate adjustments be changed. Further, Black & Veatch does 
not believe that the Company's decoupling mechanism should be extended to CNGC's other rate classes. 
Black & Veatch also believes that the Company's decoupling mechanism has not led to unfair penalties for 
customers not participating in conservation programs. Finally, Black & Veatch found no evidence that the 
Company's decoupling mechanism has created any unanticipated disincentives. 

Company representatives stated that they believe the mechanism has removed its disincentive to promote 
conservation, noting that the Company, receives a net margin per customer, thereby accommodating the 
impacts of conservation and weather. They fu11her stated that the decoupling mechanism has allowed the 
Company to increase its promotion of conservation, which has resulted in positive environmental impacts. 

Black & Veatch 1-2 April 2010 
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SECTION 1 EXECUTIVE SUMMARY 
CASCADE NATURAL GAS COHPOR/\ rlON 

EV/\LU/\TION OF OREGON DECOUPLING MECI 11\NISM 

The Company also noted that the public purpose surcharge is the funding vehicle for conservation, while the 
decoupling mechanism removes the financial disincentives associated with implementing conservation 
programs. In that regard, these two ratemaking elements are completely linked from the perspective of the 
Company, particularly given the fact that local distribution companies (LDCs) in Oregon are not required to 
have a public purpose fund. The Company also noted that with regard to the public purpose fund rate of 
1.5 percent of revenues; 0.75 percent is funded by ratepayers, and 0.75 percent is funded by shareholders
with the later contribution viewed as the "give back" for the Company being granted margin certainty (not 
earnings certainty). Based upon the results of this evaluation, Black & Veatch agrees with this conclusion. 

It should also be noted that the decoupling adjustments impact only one side of the Company's earnings 
equation, namely utility rate revenues produced tlu·ough volumetric rates. The decoupling adjustments do not 
impact the cost or expense risk associated with the Company's earnings. In general, there is broad 
recognition in the gas utility industry of the role of full and partial decoupling mechanisms for LDCs. As a 
result, many of Cascade's peer companies have in place ratemaking provisions (e.g., revenue decoupling; 
Straight Fixed-Variable or SFV rates; and weather normalization adjustment mechanisms) designed to 
provide an enhanced opportunity to collect revenues consistent with the level of revenues approved by 
regulators in their last rate cases. To the extent the authorized equity return for the Company is based on a 
determination which relies upon financial data of other companies, the effect of revenue recovery from 
decoupling on the Company's risks is already largely accounted for in the returns of the other companies. 
Therefore, Black & Veatch believes that any adjustment to the Company's authorized rate of return associated 
with implementation of Cascade's decoupling mechanism is unnecessary and inappropriate. In the larger 
context, Black & Veatch understands that the Company contributes 0.75 percent of revenues (or about 
$630,000 in 2008, before taxes) to help fund conservation programs as part of the CAP Stipulation. This 
effectively reduces the earned return for CNGC by the amount of the contribution, and effectively reduces the 
authorized return prior to the effect of any decoupling adjustment on Company revenues. It is important to 
recognize that this sizable contribution effectively means that regardless of the level of return on equity 
authorized by the Commission, the Company has a diminished opportunity to earn its authorized rate of 
return. Also, the existence of the earnings sharing mechanism provides an upside cap on the ability of the 
Company to over earn. In Black & Veatch's view, there is no justification for further reducing the 
Company's authorized return on equity based on the operation of its decoupling mechanism. 

One stakeholder noted that his primary concern is to make sure that the Company's decoupling mechanism is 
being applied correctly, that only true fixed costs are included, and that the calculation of lost margins is 
actually based on margins lost "at the margin". Black & Veatch concludes that these concerns have been 
fully addressed in the Company's decoupling mechanism. 

Finally, one stakeholder stated that the evaluation of any decoupling mechanism needs to consider the broader 
regulatory context within which the mechanism operates. As an example, this stakeholder noted that the 
Company has an earnings sharing mechanism in place in Oregon. This mechanism has been in place for a 
number of years and has been modified withjn the last 18 months. According to this stakeholder, the 
mechanism has been strengthened from a customer perspective to include tighter bands within which earnings 
are shared. As a result of this change, the chance of significant over-recovery of costs by the Company due to 
the decoupling mechanism has been lessened. This stakeholder also noted tbat the Show Cause Rate Case 
and the MDU Resources (MDU) Acquisition Case led to lower authorized returns on equity for the Company. 
As a result, this stakeholder believes that the overall impact of the decoupling mechanism is balanced for both 
the Company and its customers when CNGC's entire regulatory picture is considered. Black & Veatch 
concurs with this conclusion. 

Black & Veatch 1-3 April 2010 



CNG/305 
Parvinen/Page 9 of 59

SECTION 1 EXECUTIVE SUMMARY 
CASCADI: N1\ rUR/\1. Gi\S CORPORATION 

EVJ\I.Ui\ flON OF OREGON DECOUPLING MECI I1\NISM 

As patt of our review, Black & Veatch reviewed all regulatory filings related to the Company's decoupling 
mechanism. Based on our review, Black & Veatch concludes that the Company's decoupling mechanism has 
been implemented properly and that the resulting rate adjustments have been consistent with the associated 
tariff provisions. We believe that our review of these filings and their subsequent amendments, indicate that 
the public interest is protected through the current CAP process. Therefore, Black & Veatch believes that the 
Company's decoupling mechanism is fundamentally sound and the elimination of the mechanism would be 
harmful to the Company, its customers, and the environment. However, Black & Veatch believes that certain 
issues pertaining to the ongoing operation of the mechanism should be addressed, as discussed i11 this report. 

1.1.2 Conservation Programs 
Participation in conservation programs by Cascade's residential customers steadily increased during the 
evaluation period. The C/1 data do not show as clear a pattern, as no programs were available to this sector 
prior to decoupling, and the data do not show an increasing trend. In total, conservation activity has 
increased, coincident with the advent of decoupling in the Company's service area. Consistent with the 
increase in Cascade customer participation in conservation programs, the Company's conservation-related 
expenditures have increased during the evaluation period. As conservation results in lower energy usage, the 
increased savings resulting from the Company's conservation programs have a direct positive impact on the 
environment. 

Total therm savings has increased significantly during the evaluation period, although savings per participant 
levels have decreased and total savings have fallen short of the targets established in the Company's 2008 
Integrated Resource Plan (IRP) although the total savings in 2009 were approximately 88 percent higher than 
in 2008. The sho1t-fall in 2009 is most likely the result of the economic downturn resulting in customers not 
having the available funds to spend on discretionary measures. Other factors, such as code changes and the 
impact of the recession on new construction may also be responsible for lower customer participation. 
Furthermore, the amount of therms saved per participant among the low income sector dropped in half 
between 2006 and 2007, and has remained at that level ever since. It should be noted that the Company began 
using the deemed savings approach to estimating savings in 2006, similar to the methodology used in 
Northwest Natural Gas Company's (NWNG) conservation programs, whereas prior estimates were taken 
from REM/Rate audit results. This change in estimating methodology may have also impacted the level of 
reported savings. 

Black & Veatch also examined whether decoupling has led to higher levels of spending by the Company on 
marketing and outreach to customers, more messages and educational materials for customers related to the 
benefits of conservation, and processes put into place to facilitate customers' participation in programs. This 
outcome is documented in the body of this repo1t as having indeed occurred. However, in spite of the high 
degree of collaboration between the Company and the ETO on print and other media, a few concerns were 
expressed by the Company about the effectiveness of the ETO's outreach efforts. 

Prior to the implementation of the decoupling mechanism, the Company did not have a conservation
dedicated staff position. Since then, the Company created a Conservation Department in 2006. Today, there 
are tlu·ee staff members in the Company's Conservation Depa1tment including its Director. Furthermore, 
decoupling clearly has had a direct and positive effect on Cascade's embracing of conservation as evidenced 
by the involvement and messages of employees from senior management as well as Company staff. 

During Black & Veatch' s interviews with Company and stakeholder representatives, we received both 
positive and negative comments regarding the ETO's conservation efforts. First, the positive comments 
focused on the ETO's experience and cost-effectiveness in delivering its programs, and the fact that they have 
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existing programs in place that could be quickly transferred to Cascade. The negative comments relate 
primarily to limitations jn the ETO's outreach efforts within the Company's service territory to date, its 
governance structure and responsiveness to gas company needs. 

Cascade's 2008 IRP refers to a conservation potential analysis that indicates that over the IRP's 20-year 
planning horizon the technical potential associated with cost-effective conservation measures to be 
approximately 24 million therms in Oregon. As a result, significant additional conservation potential exists in 
the Company's Oregon service territory. 

According to reports provided by Cascade, residential customer satisfaction levels decreased from 4.5 in 2006 
to 4.4 in 2007. Overall customer service ratings increased and then remained the same between 2008 and 
2009. Black & Veatch 's customer surveys asked about customers' perceptions regarding the quality of 
service received from Cascade post decoupling indicate that the majority of customers believe that quality of 
service has remained the same, but 15 percent of the Company's residential customers and 17 percent of its 
C/1 customers believe it has improved either slightly or significantly. There was no statistically significant 
difference in the rep011ed level of customer satisfaction between participants and non-participants. 

1.2 Recommendations 
Black & Veatch's recommendations resulting from this evaluation are summarized below. These 
recommendations are discussed in more detail in Section 4, Reco111111e11datio11s. 

Decoupling Mechanism Structure 1.2.1 
I. The Company's decoupling mechanism should be made permanent. Furthermore, the decoupling rate 

adjustments should continue to apply only to the Company's residential and general service rates. At 
the same time, some potential modifications to the Company's decoupling mechanism, as described 
below, should be considered for implementation in the Company's next rate case filing. 

2. Review and update the use per HDD factors utilized in the Company's weather normalization 
equation and factors in its next rate case. 

3. Eliminate the use of unbilled volumes in the monthly decoupling adjustment calculations since there 
is no demonstrated need to have such an adjustment reflected in CNGC's decoupling mechanism. 

4. Analyze the Company's Rate 104 class to determine if splitting the class based on meter size and type 
(or other reasonable basis) would result in two or more sub-groups that exhibit more homogeneous 
load and cost characteristics. 

5. The deferral and recovery aspect of the Company's CAP adjustments should, at a minimum, consider 
the real-time recovery of the weather adjustment component. Under real-time recovery, the weather 
component of the CAP adjustment would be added to each cycle bill. 

6. Consider other decoupling methods that reduce the impact on customers below the poverty level and 
target these customers for conservation programs designed to reduce average use per customer. 

7. Consider the possible adoption of SFV rates as an alternative ratemaking method to achieve revenue 
decoupling for the Company. This ratemaking approach has been adopted in some states and is 
simple, cost-based, economically-efficient, and does not create any intra-class subsidies. 
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Although participation levels are high and increasing, the extent of awareness of the role of Cascade 
in the promotion of conservation remains low among residential customers. 

2. Further, the next ETO Oregon Residential Awareness and Perception Study should sample by utility 
rather than at the regional level, so that accurate findings by utility sponsor can be obtained. The data 
should also then be reported by utility sponsor so that the ETO and the sponsors can determine 
whether their customers are being adequately served. Although ETO staff question the cost
effectiveness of increasing the number of awareness survey patiicipants in Cascade's service territory, 
and has raised issues regarding the value of using awareness surveys as an indicator of participation 
or satisfaction with participation, Black & Veatch believes that such surveys remain a widely 
accepted evaluation tool and that a larger sample size would provide data for the Company's service 
territory at the same level of precision as other sponsoring utilities. 

3. The ETO's mailing of energy kits to the Company's customers drove the residential average therm 
savings per participant numbers down in 2009. Black & Veatch believes that the ETO should refocus 
its efforts on delivering programs that generate higher savings impacts per participant. 

4. The ETO's recommendation that its furnace replacement program be refocused because portions of 
the market have been saturated is not relevant to Cascade, which has significant additional furnace
related conservation potential within its service area. Black & Veatch believes that the ETO's 
furnace rebate program should continue to be offered to all Cascade's residential customers. 

5. Behavior-based programs are a new trend in the conservation community. While there are several 
promising new tools (e.g., on-line audits, bill disaggregation, etc.), this next generation of programs 
may be more relevant for highly energy efficient market segments such as other areas that are being 
served by the ETO (i.e., the Potiland area). It would be of considerable concern if behavior-based 
programs were to replace or even dominate the portfolio in Cascade's service territory given the 
remaining opportunities for equipment-based and comprehensive weatherization programs. 
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2.0 INTRODUCTION 

This report summarizes the results of Black & Veatch's investigation of Cascade's natural gas revenue 
decoupling mechanism in Oregon, which is part of the Company's CAP. The primary objective of this 
evaluation was to determine the effectiveness of the CAP, which became effective on May I, 2006. 
Specifically, Black & Veatch evaluated whether the implementation of the decoupling mechanism has been 
achieved as planned, and whether the mechanism has had a positive impact on the Company's commitment to 
natural gas conservation programs. The time period for this evaluation is 2004 through 2009. 

Black & Veatch recognizes that there should be a close interrelationship between the Company's decoupling 
mechanism and the advancement of cost-effective, economically-efficient conservation programs, and that 
determining whether this interrelationship exists is the key question to be answered by this evaluation. A 
properly designed revenue decoupling mechanism should better align the interests of the Company with those 
of its customers and the energy policies of the State. The mechanism should mitigate CNGC's disincentive to 
promote energy efficiency (i.e., eliminate its "throughput incentive"), thereby providing its customers with 
increased opportunities to reduce energy consumption and energy bills as a result of the various energy 
efficiency and conservation programs suppo11ed by the Company. 

To determine whether the interrelationship exists between the Company 's decoupling mechanism and the 
advancement of cost-effective economically-efficient conservation programs, Black & Veatch conducted an 
independent investigation of the decoupling mechanism that included addressing a number of substantive 
questions, as discussed throughout this report. 

2.1 Background and Structure of Decoupling Mechanism 
On April 19, 2006, the Commission issued a final Order in Docket UG 167 approving a Stipulation granting 
Cascade's request for approval of its CAP, which included a natural gas revenue decoupling mechanism, 
subject to certain conditions. Under the terms of the Stipulation, Cascade was authorized to implement the 
CAP mechanism in order to separately track variations in natural gas usage due to conservation and weather. 
The Parties fmther agreed that Cascade would sponsor a study, performed by an independent firm, for the 
purpose of evaluating the effectiveness of the CAP-whose results would be submitted to the Parties listed in 
the Order as well as to the Commission. 

The purpose of Cascade's CAP mechanism is to establish procedures for the annual tracking of commodity 
margin revenue differences occurring from both weather and conservation. Rates are revised annually to 
reflect changes in both the weather-normalized use per customer and the difference between actual use and 
weather-normalized use per customer, and the baseline normalized use established in the Company's most 
recent rate case. The sum of these two rate adjustment components permits the Company to calculate the 
margin revenue differences experienced between the actual average residential and C/1 margin per customer 
and the margin amounts estimated at the time the Company's rates were authorized by the Commission. The 
resulting revenue difference, whether positive or negative, is added to the existing commodity margin for the 
next annual period by dividing the expected annual commodity margin by the normalized therm sales. 

Cascade maintains separate Conservation Variance and Weather Variance deferral accounts (i.e., the 
Decoupling Mechanism) as regulatory assets or liabilities. Each month, Cascade calculates the difference 
between the weather-normalized actual margin and the expected margin for each applicable rate schedule. 
The expected margin is calculated as the baseline average commodity per customer multiplied by the current 
customer count. The resulting dollar amount difference is recorded in the Conservation Variance deferral 

Black & Veatch 2-1 April 2010 



CNG/305 
Parvinen/Page 13 of 59

SECTION 2 INTRODUCTION 
CASC1\DE NA TUR/\L GAS CORPOR1\ I ION 

EV1\LU/\TION OF OREGON lJECOUl,LING MECI I1\MISM 

account. Cascade also calculates the difference between non-weather normalized actual margin and the 
expected margin for its applicable rate schedules, and the resulting difference is reduced by subtracting the 
dollar amount recorded in the Conservation Variance deferral account with the remainder recorded in the 
Weather Variance deferral account. Temporary surcharges or refund amounts are applied to the Margin 
Commodity Rate over the following annual amortization period- with the potential for a different 
amortization period if the rate changes are considered excessive. 

Figure 2-1 presents a timeline of key milestones related to the Company's decoupling mechanism and this 
evaluation. For pmposes of this evaluation, the pre-decoupling period is characterized as the period prior to 
May 2006, when the decoupling mechanism took effect. The decoupling mechanism's pilot period is 
assumed to be represented by activities after May 2006 through September 20 I 0, at which time the 
Commission will determine whether the Company's decoupling mechanism should be continued. 

Figure 2-1 
Cascade's Revenue Decoupling Mechanism- Timeline of Key Milestones 

Prc-2006 
Cascade offers its own 
consecvation programs 
lo customo,s 

Pre-Decoupling 

Mny 1. 2006 
Decoupling in effect "Public Purpose Funding· 
appears as line item on customers' bills 

July I, 2006 
ETO begins offering programs In 
place of Cascade programs 

Decoupling Pilot Period 

2.2 Conservation Programs 

November 19. 2009 
Evoluation begins 

Aprll2010 
Independent Evaluation is due 

sn11t,n1Mr w . 1n 11 
Pilot continuation 
decision 

Prior to the implementation of its decoupling mechanism, Cascade offered a limited selection of conservation 
programs to its residential customers. Cascade began its partnership with the Oregon Low Income 
Weatherization Assistance Program in 1979 and has had weatherization programs for all customers since at 
least 1981. In May 2006, a "public purpose surcharge" took effect on Cascade customers' bills to help fund 
conservation programs that would subsequently be implemented by the ETO. Cascade and its shareholders 
provide additional funds to the ETO to deliver programs to Cascade's customers on the Company's behalf. 
The ETO took over conservation program implementation on July I, 2006, as a result of a transition initiated 
by the Company following the Commission 's authorization of the decoupling mechanism and the public 
pmpose surcharge. 

The left-hand column of Table 2-1 lists the conservation programs offered by Cascade prior to implementa
tion of decoupling, together with the applicable customer segment and the date each program staited. The 
right-hand column presents a list of comparable programs subsequently offered to Cascade's customers by the 
ETO after July I, 2006. 

It is recognized by Black & Veatch that this is an evaluation of the decoupling mechanism and not of the 
ETO. However, the simultaneous introduction of the decoup1il1g mechanism and the ETO's program 
offerings required Black & Veatch to isolate the effects of each, to the extent possible, in order to identify the 
effects of the decoupling mechanism alone. 

Finally, it is important to note in reviewing these conclusions that Cascade's customers were not provided any 
direct communications by the Company concerning the decoupling mechanism per se, and would thus not be 
expected to have awareness of"decoupling" as a mechanism or a term. Rather, according to interviews with 
Company staff, the communications provided were indirectly related to decoupling, and concerned: I) the 
implementation of the public purpose surcharge on their gas bill, and 2) communications about the energy 
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conservation programs offered by the ETO as of July l, 2006. Since it is unlikely that customers would be 
able to respond to questions about "decoupling," this evaluation sought to measure awareness and responses 
to the indirect factors of the public purpose surcharge and the heightened marketing and outreach associated 
with ETO's programs. 

Table 2-1 
Conservation Programs Available to Cascade's Customers 

Cascade Programs ETO Programs 
(Pre-2006) (2006 to Present) 

• Residential - \Veatherization Program - low • Residential - High-Efficiency Furnace - Heating 
income since 1979; insulation for all residential and Cooling Rebate Program - 2006 
customers since 1981 

• Residential - High-Efficiency rurnace - Heating • Residential - High-Efficiency Water 
and Cooling Rebate Program - 2004 Heaters - Heating and Cooling Rebate 

Program - 2006 

• Residential - High-Efficiency Water • Residential - Low Income \Veatherization 
Heaters - Heating and Cooling Rebate Program - 2006 
Program - 2004 

• Residential - Low Income Weatherization • Residential - New Homes and Products - Audit 
Program - 2004 Program - 2005 

• Residential - Existing Homes - Audit 
Program - 2006 

• Residential - Energy Savings Kits - General 
Improvement Program - 2006 

• C/1 - Existing Buildings - Audit Program - 2006 

• C/1 - New Buildings - Audit Program - 2007 

• C/1 - Production Efficiency - Audit 
Program - 2009 

2.3 Assessment Objectives and Areas of Inquiry 
The objectives of this evaluation were established by the Company and other Pa11ies, and they were included 
in CNGC's RFP. The specific program elements that were evaluated by Black & Veatch were included in the 
Evaluation Plan (provided as Appendix B of the RFP) and they were broken down into the following 
categories: 

l. Mechanism Structure and Design 
2. Customer Impacts 
3. Company Impacts 
4. Associated Conservation Efforts and Achievements 
5. Societal Impact and Benefits 

This Evaluation Plan is provided in Appendix A of this report, along with references to the sections of this 
rep011 that address each of the questions contained in the Plan. 

In addition to the questions contained in the Evaluation Plan, Black & Veatch used the following generic 
evaluation criteria to conduct its specific review of the Company's decoupling mechanism: 
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• Ability to meet desired design objectives: 
o Enhances utility's fixed cost recovery 
o Removes utility's disincentive to promote energy efficiency 
o Other customer-related benefits 

• Any limitations on the recovery of margin deficiencies 
• Ability to avoid large and abrupt rate adjustments 
• Simple to administer 
• Others as identified through stakeholder interviews 

2.4 Project Approach 
Our project approach included the following four tasks. 

2.4. 1 Project Initiation 
Black & Veatch conducted a project initiation meeting with the Company and other Parties to commence the 
project, review the objectives, and confirm the overall evaluation approach, work plan, and schedule. 
Black & Veatch also submitted an initial data request to the Company to obtain the necessary background 
information and supporting data to conduct its evaluation. 

2.4.2 Develop Data to Respond to the Evaluation Plan Questions 
This task involved significant data collection and analysis related to both qualitative and quantitative 
assessments of the Company's decoupling mechanism. 

2.4.3 Evaluate CNGC's Decoupling Mechanism 
In this task, Black & Veatch evaluated the Company's decoupling mechanism according to the questions 
contained in the Evaluation Plan. These questions were supplemented with others based on Black & Veatch's 
knowledge of the revenue decoupling mechanisms approved in other states. Black & Veatch used 
quantitative measures (e.g., total margin revenue, rate adjustment levels, bill impacts, and so forth) to assess 
the performance of the Company's decoupling mechanism. Black & Veatch also relied upon more qualitative 
measures (e.g., changes in the business objectives and activities of the Company's marketing staff) to conduct 
this assessment. 

The Black & Veatch project team interviewed a number of individuals from the following Parties to solicit 
their inputs as part of this task: 

• Cascade 
• Commission Staff 
• Citizens' Utility Board of Oregon 
• Northwest Industrial Gas Users 
• NW Energy Coalition 

Black & Veatch also interviewed several representatives of the ETO and a small sample of Community 
Action Agencies (CAAs) that serve Cascade's customers. 

Black & Veatch reviewed numerous documents that were provided by the Company in response to multiple 
data requests, as well as material that was provided by the ETO or available on its web site. These documents 
are listed in Appendix B. 
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Finally, as part of this task, Black & Veatch conducted telephone surveys of random samples of the 
Company's residential and commercial customers. Appendices C and D provide the residential and 
commercial survey instruments, respectively, that were used to conduct these surveys. 

2.4.4 Prepare Written Report 
To conclude this project, Black & Veatch prepared this report to summarize the observations, conclusions, 
and recommendations resulting from this evaluation. 
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3.0 OBSERVATIONS REGARDING STRUCTURE OF DECOUPLING MECHANISM 

The purpose of this section is to summarize Black & Veatch's observations and conclusions regarding the 
structure and Company's application of the decoupling mechanism. It begins with a discussion of the 
structure and design of the decoupling mechanism, followed by a discussion of the impact of the mechanism 
on customers and the Company. 

3.1 Mechanism's Structure and Design 

3.1.1 Application of Decoupling Mechanism 
A properly designed revenue decoupling mechanism should better align the interests of the Company with 
those of its customers and the energy policies of Oregon by mitigating the utility's disincentive to promote 
energy efficiency (i.e., eliminate its "thrnughput incentive") and, thereby, removing the Company's 
disincentives for providing customers with increased opportunities to reduce energy consumption and energy 
bills through the various energy efficiency and conservation initiatives supported by the Company. 

As pat1 of the evaluation of the Company's current decoupling mechanism, Black & Veatch began by 
reviewing the Commission's Order 06-191 approving the Company's CAP of which the decoupling 
mechanism was an integral part. Under the Order, the Company's decoupling mechanism is comprised of 
two deferral accounts, which track the margin impact of changes in the normalized use per customer for the 
Residential Service Rate Schedule IOI and the Commercial Service Rate Schedule 104, as well as the impact 
of weather changes from normal weather for the same schedules. The mechanism does not apply to other rate 
schedules. The calculation of the deferral amounts occurs monthly and results in either a regulatory asset or 
liability associated with the actual consumption occurring in the month. CNGC files annually with the 
Commission to adjust its base rates (i.e., the Delive1y Charge per therm) and its Temporary Adjustment per 
therm. As part of its annual Purchased Gas Adjustment (PGA) filing, CNGC files detailed schedules for all of 
its deferral accounts, including those related to the decoupling mechanism. In addition, Black & Veatch 
reviewed each filing and the subsequent revisions made pursuant to the Commission's Orders. 

3.1.2 Weather Normalization and Conservation Adjustments 
The mechanics of the decoupling adjustment include calculating both a weather component and a 
conservation component. The decoupling mechanism uses a multi-step process to adjust calendar month data. 
First, weather normalized sales are calculated for the three weather areas by multiplying the monthly number 
of customers times the difference between normal and actual HOD times the weather sensitive coefficient for 
the area and month. Second, the expected monthly normalized commodity revenue per customer as 
determined in the most recent rate case is calculated. This calculation multiplies the Company's total 
residential customers times the monthly commodity margin. Third, the actual commodity margin is 
determined as the actual commodity sales net of the current month unbilled calculation times the applicable 
commodity charge. The weather adjustment margin (current commodity charge multiplied by the weather 
adjustment volume) is added to or subtracted from the actual revenue to produce a weather normalized 
margin. The difference between the weather normalized margin and the expected normalized margin is the 
conservation adjustment. The following equations illustrate the monthly calculation. 
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DA;= w i + Ci (the basic decoupling formula) 

w, = CUSTij *(NHDDij- AHDDij)* HSFij * CCC; (the weather adjustment) 

and 
3 

C, = (L CUST ii* ECM,) - CW;+ <CCC;* A CS)) (the conservation adjustment) 
j=I 

Where: 

DA; is the ith monthly decoupling adjustment 

W; is the ith monthly weather acljustment stated in dollars 

C ; is the ith monthly conservation adjustment stated in dollars 

C UST ii is the ith monthly number of customers in the jth customer zone 

NHDDii is the normal heating degree clays for the ith month in thejth climate zone 

AHD D ij is the actual heating degree days in the ith month in the jth zone 

HSF ii is the heat sensitive factor for the ith month in the jth zone 

CCC; is the current commodity charge in the ith month 

ECM, is the expected commodity margin per customer in the ith month 

A cs; is the actual commodity sales net of unbilled adjustment in the ith month 

The net result of these equations is that the total of the weather and conservation adjustments plus actual 
commodity revenues equals the monthly expected commodity margin. Thus the decoupling mechanism 
adjusts the Company's actual revenue per customer in each month to equal the expected revenue per customer 
from its last rate determination. This can be seen by rearranging the terms of the conservation equation as 
follows: 

J 

Icusrij * ECM; = Ci+(W,+(CCC,* ACS)) 
j=I 

On an annual basis, the total of the two components of the decoupling mechanism produce results as expected 
as shown in Table 3-1. Although the sign of the conservation component in 2008 is reversed from the 
theoretical expectation, the overall result is consistent with the underlying process of adjusting the average 
base rate revenue to the target revenue for each year. 1 

1 The total annual adjustment is the difference between the expected normalized revenue from a rate schedule and the 
actual revenue for the year. This difference is split between conservation and weather by calculating the weather 
adjustment and subtracting that number from the total adjustment to derive the conservation component. Since the 
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Annual Residential Weather and Conservation Adjustments 

CAP 
Adjustment 2006 2007 2008 2009 

HDDs Wanner Warmer Colder Warmer 

Weather $52,322 $174,723 ($542,023) $13,041 

Conservation $47,950 $380,156 ($358,680) $83,05 I 

Total $100,272 $554,879 ($900,703) $96,092 

When viewing the separate components on a monthly and annual basis, the resulting adjustments appear to 
produce counter-intuitive results. The weather normalization component follows the expected logic of either 
increasing or decreasing revenues based on the underlying weather conditions. However, the margin impact 
based on normalized use per customer does not follow the expected pattern of increasing revenue to reflect 
conservation since average use declines in each year. Instead, the adjustment actually decreases revenue in 
some months, and in one year, suggesting that conservation has not occurred. Table 3-2 provides an example 
of these monthly results while Table 3-1 illustrates the one year in which the conservation adjustment 
produces a counterintuitive result. 

Table 3-2 
FY 2007 Residential Weather and Conservation Adjustments 

CAP 
Adjustment Dec. 2006 Jan. 2007 Feb. 2007 Apr. 2007 May2007 

HDDs Warmer Colder Warmer Colder Warmer 

Weather $87,965 ($117,202) $22,322 ($9,578) $54,215 

Conservation $379,587 $ 102,598 ($267,960) $272,013 ($79,255) 

Total $467,552 ($14,604) ($245,638) $262,435 $25,040 

As the table illustrates, the component for weather follows the weather pattern and the conservation 
component follows no discernable pattern. Since the Company's sales data represents both billed sales and 
unbilled volumes, the impact of the unbilled calculation may account for the random changes in the direction 
of the conservation component. There may also be issues related to the weather normalization process since 
one would expect over time that the use per HDD would change as a result of factors such as the appliance 
li fe cycle/replacement rate, the mix of new homes added to the population, and the effects of other utility
related conservation programs impact on the thermal envelope. This result may occur since under the weather 
portion of the Company's decoupling mechanism, the use per HOD factor established in each Company rate 
case does not change between rate cases. Neve1theless, one would not expect to see the conservation 
adjustment shown in Table 3-2 reflecting an increase in sales regardless of weather. Other reasons for the 
unexpected results could be a change in the mix of residential customers by cl imate zone since the calculation 
for the conservation adjustment is made at the aggregate level, as opposed to the three weather areas being 

conservation component is derived as a residual amount under the weather component estimation process, the resulting 
sign may be reversed from the expected positive sign during periods where conservation occurred . 
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used to calculate weather normalization. It is reasonable to assume that higher HDDs are consistent with 
higher margin contribution-all else being equal. The implication of these findings relates to whether or not 
the Company's decoupling mechanism as calculated actually matches fixed cost recovery within quarterly 
financial repo11ing periods. On an annual basis the decoupling mechanism matches fixed cost recovery. The 
calculation is essentially a comparison of margin recovery as the difference between actual margin and base 
margin by rate schedule. 

As a result, Black & Veatch believes that the weather normalization equation and factors should be updated in 
the Company's next rate case to address the fact that a number of factors can over time impact the manner in 
which weather affects the adjustments to customers' actual gas usage. For example, conservation programs 
impact weather related changes in usage by reducing heat loss, improving appliance efficiencies and altering 
the customer response to HDDs. This result may necessitate changing the balance point for requiring heat in 
the customer's home. In other words, the traditional definition ofHDDs based on 65 degrees Falu·enheit may 
need to be reconsidered. In addition, the measure of the marginal response to temperature variations most 
certainly changes over time (e.g., consider the impact of the average furnace and water heater life on use per 
customer). Assuming an average Ii fe of 20 years for a furnace and 10 years for a tank style water heater, the 
appliance replacement rate per year on average is 5 percent for furnaces and IO percent for water heaters. 
Since the newer appliances are much more efficient than the appliances replaced, the marginal response to 
weather will change. By recalibrating the use per HOD factors at least once every five years, the resulting 
CAP adjustments will better reflect the actual gas usage characteristics of the Company's customer base. 

Where growth occurs more rapidly in a sub-area of the Company's service area, the rapid change in housing 
stock as reflected by the percent of homes built to the most current building code standards will also change 
the customers' marginal response to weather. In addition, the implementation oftankless water heaters 
changes the pattern of peak hour loads because of its different usage pattern and impacts the capacity planning 
for a sub-area of its gas system. When the utility's peak hour load grows, system capacity including pipeline, 
storage, transmission and distribution capacity are all affected even though the design day capacity may not 
change. It is important to understand the dynamics of the utility's gas system to assure safe and reliable 
service to customers. By updating the utility's weather and gas sendout models for design day and design 
hour load conditions, a current picture of the impacts of conservation and weather on customers' gas usage 
will permit a more accurate assessment of the underlying costs and resulting benefits. 

With regard to unbilled revenues, Black & Veatch understands that this measure needs to be included in the 
Company's financial repo11s. However, we do not believe that there is a demonstrated need to include an 
unbilled adjustment as part of the underlying computation of CNGC's decoupling mechanism. 

Black & Veatch observed similar results in the Company's Commercial Rate 104 rate class. The above 
discussion equally applies to that class-with one added condition. Rate I 04 is likely less homogeneous than 
the Company's residential class. This issue was noted by Company representatives who stated that it may be 
worth looking at how homogeneous the Company's commercial group is, and the appropriateness of having 
different levels of margin recovery for different commercial sub-groups (i.e., the current decoupling 
mechanism is based on a usage assumption of3,200 therms/year for all commercial customers). This 
suggests that disaggregating this class into a small sub-class and one or more larger sub-classes may improve 
cost matching and result in more efficient rates. 

A few stakeholders noted that they preferred NWNG decoupling mechanism because it provides weather 
adjustments within each of the utility's billing cycles. Under the NWNG mechanism, adjustments are made 
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in each monthly billing cycle, based upon the actual weather (i.e., HDDs) experienced during that time period. 
In other words, there is no delay between the time when the actual weather is experienced and the rate 
adjustment is made. When Black & Veatch discussed this issue with Company representatives, they stated 
the Company's billing system that was in place when the decoupling mechanism was implemented did not 
have the ability to make real-time adjustments for weather. Therefore, it was agreed that weather adjustments 
would be made based upon weather during the previous year. The Company further noted that the new 
billing system currently being installed by CNGC also will not be able to accommodate billing cycle-based 
weather adjustments due to this system feature not being cost-effective given Cascade's small customer base 
in Oregon. 

Under real-time recovery, the weather component of the CAP adjustment would be added to each cycle bill. 
There are several advantages for both customers and the Company from this approach. When weather is 
colder than normal, the weather adjustment component helps reduce customer bills by partially offsetting the 
greater level of purchased gas costs associated with customers' higher gas usage. During wanner than normal 
cycles, customers pay slightly more for fixed delivery service, but have lower overall bills because of their 
gas cost savings with lower usage. The net result is the creation of more stable bills for customers. The use 
of a real-time adjustment also eliminates issues of cross-subsidy because each customer is assessed a rate 
adjustment for the variation in revenues caused by the weather at approximately the same time at which the 
variation occurred. When the weather adjustment is deferred for an extended period of time, future customers 
are assessed rate adjustments that reflect past revenue variations. As a result, there is a potential to exacerbate 
winter bills when a colder than normal season follows a warmer than normal season. In addition, given the 
weather differences for the three sub-areas of the CNGC service area, there is the possibility of cross
subsidies between areas caused by the deferral account that would not exist for real-time weather adjustments. 
Table 3-3 illustrates that the Bend and Baker/Ontario sub-areas had different patterns of gas usage resulting in 
an implicit cross-subsidy between the two sub-areas. The same is also true for the Pendleton sub-area. 

Table 3-3 
Heating Degree Day Comparisons for Bend and Baker/Ontario 

Normal 
Sub-Aren HDD 2006 2007 2008 2009 

Bend 6,689 6,576 6,450 5,982 6,571 

Percent ofNonnal -- 98.1% 96.4% 89.4% 98.2% 

Baker/Ontario 7,155 7,378 7,104 6,976 7,565 

Percent of Normal -- 103.1% 99.3% 97.5% 105.7% 

Pendleton 5,294 5,264 5,320 4,961 5,594 

Percent of Normal -- 99.4% 100.5% 93.7% 105.7% 

In two of the four years, Baker/Ontario has been colder than normal while Bend has been warmer than normal 
in all four years. For the Company's system average weather weighted by customers, the system has been 
warmer than normal in tlu·ee of the four years. In two of those years, customers in the Baker/Ontario area 
would have paid a greater share of the system short-fall in fixed cost revenue through the decoupling 
mechanism because of higher than average usage, thus creating an unintended cross-subsidy. Using real-time 
weather adjustments by sub-area is a sound alternative for eliminating this cross-subsidy. Therefore, Black & 
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Veatch believes that the use of real-time weather adjustments in the Company's CAP mechanism should be 
considered. 

3.2 Mechanism's Impact on Customers 

3.2.1 Impact on Customer Bills 
The annual bill impact of the Company's decoupling mechanism for the average customer in each of the 
Company's applicable rate classes is summarized in Table 3-4. The average bill for residential customers and 
C/I customers is based on actual annual use. 

Table 3-42 

Decoupling Adjustment and Typical Bills for Residential and C/1 Customers 

2006 2007 2008 Total 
Residential Decoupling $8.98 ($12.17) $2.17 ($1.02) 
Adjustment 

Residential Total Bill $955.48 $898.01 $934.76 $2,788.26 

Residential Decoupling 0.94% (1.36%) 0.23% (0.04%) 
Adjustment as a Percentage of 
Residential Total Bill 

C/1 Decoupling Adjustment $24.53 ($29.65) $3.63 ($1.49) 

C/1 Total Bill $3,692.29 $3,537.65 $3,628.38 $10,858.31 

C/1 Decoupling Adjustment as a 0.66% (0.84%) 0.10% (0.01%) 
Percentage of C/1 Total Bi II 

Based on the above table, the total impact of the adjustments has been very small for the typical bill each 
year. The annual results follow the expected outcome for the operation of the decoupling mechanism. 

From a customer perspective, the residential bill impacts resulting from operation of the Company's 
decoupling mechanism have been quite small. The greatest impact on the delivery charge portion of the 
customers' bills in any single year has been less than $0.02 per therm. As a result, it is reasonable to 
characterize the magnitude of the total CAP adjustment on an annual basis, as minor. Table 3-5 provides the 
average monthly impact of the Company's decoupling adjustments over a range of bills for each year during 
the evaluation period. 

2 The 2006 dala represents the amounts to be billed in 2007 and so forth. 
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Residential Average Monthly Bill Impacts From Decoupling Adjustments 

Therms per Month 

Year 25 50 100 150 200 

2007 ($0.30) ($0.59) ($1.18) ($1.77) ($2.36) 

2008 $0.42 $0.85 $1.69 $2.54 $3.39 

2009 ($0.07) ($0.15) ($0.29) ($0.44) ($0.58) 

2010 $0.45 $0.91 $1.81 $2.72 $3.63 

Table 3-6 provides the monthly bills based solely on the gas cost component for each year as a comparison to 
the decoupling impact on residential customers. The gas cost component at the lowest monthly cost of gas is 
over 42 times greater than the total decoupling adjustment. This emphasizes the importance of the gas cost 
component in influencing customer conservation decisions. 

Table 3-6 
Residential Bills - Gas Costs Only 

Therms per Month 

Year 25 50 100 150 200 

2007 $22.56 $45.12 $90.23 $135.35 $180.47 

2008 $22.91 $45.82 $91 .64 $137.46 $183.28 

2009 $23.66 $47.32 $94.63 $141.95 $189.26 

2010 $19.08 $38.17 $76.34 $114.51 $152.68 

Table 3-7 provides the total monthly bills over the evaluation period as a comparison to the decoupling 
impact on residential customers shown in Table 3-5. This comparison illustrates the relative inconsequential 
nature of the decoupling adjustment relative to customers' bills. As a result of the limited magnitude of the 
deferral accounts resulting from the decoupling mechanism, Black & Veatch does not believe that there is a 
need to extend the amortization period to lessen the impact on customers. 

Table 3-7 
Residential Monthly Bills - Total 

Therms per Month 

Year 25 so 100 150 200 
2007 $32.98 $62.95 $122.90 $182.85 $242.80 

2008 $33.22 $63.44 $123.88 $184.33 $244.77 

2009 $34.91 $66.83 $130.66 $194.48 $258.31 

2010 $30.54 $58.08 $113.17 $168.25 $223.33 
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3.2.2 Impact on Low Income Customers 
Based on data from the American Community Survey from 2006-2008 for the state of Oregon, it is possible 
to estimate the impact of the decoupling adjustments on gas customers from the Company's service area using 
the Public Use Microdata (PUMS) Areas in Oregon that most closely align to the CNGC service area. 
Recognizing that one of the PUMS areas also includes gas service to customers of A vista Utilities, there is not 
a perfect match of data to CNGC customers for one of the PUMS areas. Despite the fact that not all 
customers in the PUMS sample are CNGC customers, we have a profile of various groups of customers based 
on reported monthly bills and income along with other descriptive data. This data demonstrates that the 
lowest of low income customers ($10,000 or less of annual household income) had an average gas bill of 
almost $1 ,000 per year.3 The data suggests that customers below the poverty level are likely to have gas 
usage in excess of the average use per customer. This implies that volumetric recovery of the decoupling 
adjustments has a disproportionate impact on the rates of low income customers. Since the impacts of the 
decoupling adjustments were shown above to be small, there should not be a concern over the bill impacts of 
the decoupling mechanism for the Company's low income segment of customers. However, we believe there 
is a broader concern related to the impact of volumetric recovery of the fixed cost of delivery service on the 
Company's customers below the poverty level and the need to eliminate cross-subsidies in the base rates, as 
discussed in detail below. 

The above findings for the Company's low income customers are consistent with other utility studies of 
similarly situated customers. It is important to recognize that not all low income customers are poor and that 
not all customers below the poverty level are low income. Figure 3-1 provides the results of a recent study 
conducted for a Midwest gas LDC based on data available for its entire customer base.4 Figure 3-1 shows 
that customers (i.e., households) of this LDC with the lowest incomes use more natural gas than the average 
customer, and use more gas than all other customers except customers in the two highest income groups. This 
result is supported by the factors that impact gas usage such as the age of the dwelling, the nature of the 
thermal envelope, the efficiency of the appliance stock, and other relevant variables such as family size. 

3 The reported usage data includes the impact of a number of customers who self-reported an average monthly bill of 
$IO which appears to be unrealistically low for a residential gas customer since this bill amount would equate to about 7 
therms per month. 
4 It should be noted that this information is used here because the Company does not have consumption information 
broken down by income levels. Black & Veatch has observed similar results for other LDCs for which we have 
conducted similar income-consumption analyses. 
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Figure 3-1 
Average Annual Residential Consumption by Median Household Income 

(Calendar Year 2007) 
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For this LDC, the annual average use per residential customer was 831 CCF. In contrast, low income 
customers eligible to participate in that LDC's low income programs had an average annual use of 
I, I 09 CCF, or more than 33 percent higher. Other recent studies of utility-specific data confirm the 
conclusion that customers with income below the poverty level use more gas than the average residential 
customer. This suggests that the Company should consider alternative revenue decoupling methods that can 
reduce the impact on customers below the pove11y level and target those customers for conservation programs 
designed to reduce average use per customer. These alternative options are discussed later in this report. 

3.2.3 Impact on Conservation Incentives 
In the analysis of customer impacts from decoupling, it is also necessary to address issues related to the 
impact of rate design on conservation incentives. As noted above, the gas cost component of a customer's bill 
can be viewed as the largest element of the price incentive to conserve. Given that changes in purchased gas 
costs are typically larger than the Company's decoupling adjustments themselves, there is no evidence to 
show that the decoupling mechanism itself has had any substantive impact on conservation program 
incentives; the major impact on conservation appears to be the incentives that are pa11 of the Company's 
conservation programs. 

3.2.4 Impact on Non-Participants 
With respect to the belief by some that non-participating customers are penalized by the Company's 
decoupling mechanism, it must be remembered that its mechanism enables the recovery of the full cost of 
delivery service, albeit with a one-year time lag. As such, customers are not penalized when rates are based 
on the uti lity's underlying costs of delivery service that have previously been authorized by the Commission. 
Rather, the price signal faced by customers changes, albeit slightly, in the presence ofa revenue decoupling 
mechanism. This impact may be reduced or minimized, however, through real-time weather adjustments and 
eliminated through alternative rate designs that accomplish the objectives of decoupling. 

The potential impact on non-participating customers was a topic in several of the stakeholder interviews that 
Black & Veatch conducted. One stakeholder noted that for non-participating customers not to have an 
economic penalty there needs to be a comprehensive set of conservation programs in which all customers 
could pa11icipate. This individual went on to state their belief that Cascade, through tbe ETO, has such a 
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comprehensive set of programs in place. Company representatives stated that they did not believe an 
economic penalty exists for its non-participating customers. 

By including the decoupling adjustment in rates, customers who do not participate in conservation programs 
may see slightly higher bills as a result of the Company's decoupling mechanism. Given that during the 
evaluation period the largest portion of the adjustment was related to weather, which impacts all customers, it 
is reasonable to conclude that the greater benefit of reduced gas costs under normal weather more than offsets 
the additional charges associated with the conservation component of the decoupling mechanism. Thus, 
Black & Veatch believes it is inappropriate to suggest that non-participant customers are penalized under the 
Company's decoupling mechanism. Although we have discussed the deferred nature of the recovery process 
and believe a real-time adjustment would be an improvement over the deferral method of matching costs and 
benefits, in general, the bill impacts arising from the Company's decoupling mechanism should not be viewed 
as penalties in any sense of the term. 

Having addressed the penalty issue, there is a more relevant issue related to potential intra-class subsidies 
among sub-areas of the CNGC service area. The Company's decoupling adjustment is developed 
volumetrically so that a greater portion of the total adjustment amount is borne by customers in the 
Baker/Ontario sub-area, due to this area's higher HDDs. One option for addressing this issue is to treat each 
sub-area separately for ratemaking purposes. 

3.2.5 Impact on New Customer Additions (Including Fuel Switching) 
It appears that other factors besides the existence of the Company's decoupling mechanism drive the 
Company's level of new customer additions. For example, it is reasonable to conclude that the underlying 
economic conditions in the Company's service area influence new meter installations, as depicted in 
Table 3-8. 

Residential 

C/1 

Table 3-8 
Meter Installations 

2005 2006 
10,860 9,937 

1,178 1,035 

2007 2008 
3,023 995 

602 431 

As the national economy began to decline and, in pa1iicular the housing sector, growth slowed in the 
Company's service area as evidenced by the significant decline in new meter installations shown in Table 3-8. 
As a practical matter, one would not expect decoupling to have an impact on a utility's level of customer 
additions. To help explain the Company's trend in customer additions, the potential number of fuel switching 
customers is also a relevant consideration. lt would appear that the Company's decoupling mechanism had 
no discernible impact on fuel switching, as depicted in Table 3-9, because the fuel switching variabili ty from 
year to year suggests another underlying cause since the number of fuel switching customers, stated as a 
percentage of total residential meter installations, declines initially and increases in the last year. 
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Table 3-9 
Residential Fuel Conversions 

2005 2006 2007 2008 
Number of Residential Customers 1,984 1,029 350 194 

Percent of Total Residential Meter fnstallations 18.3% 10.4% 11.6% 19.5% 

The largest percentage increase in fuel conversions occurred in 2008 when the fewest number of new meters 
were installed. 

3.2.6 Recovery of Fixed Costs From New Customers 
One stakeholder questioned whether new residential customers should be continue to be reflected in the 
computations of the rate adjustments under the Company's decoupling mechanism, noting that new 
residential customers generally have lower usage due to more efficient housing. As a result, the decoupling 
mechanism may provide an unintended windfall for the Company relative to authorized margin levels as new 
customers are added. 

Company representatives noted that new customer usage may not be the same as the average existing 
customer, particularly in the C/1 market. The Company also acknowledged that its rates have not been 
reviewed to determine their relationship to cost of service levels by class since 1986. While rates in total 
produce the Company's revenue requirements, not conducting a cost of service study over such a long time 
period (during which time the Company has experienced growth and other factors that may contribute to 
different levels of class costs) creates uncertainty about the precise treatment of new customers in the 
decoupling mechanism as a matter of equity. It has not been our purpose to review all of these issues; 
however, there is a theoretical basis for an equity issue as discussed below. Nevertheless, the Company 
believed it would be harmed if new customers were excluded from the underlying computations in its 
decoupling mechanism. 

The issue of the impact of the Company's decoupling mechanism on recovery of costs from new customers 
has many facets. While it has not been our purpose to determine the efficacy of the Company's line extension 
polices or other factors that may impact the recovery of costs from its new customers, we believe that it is 
reasonable to summarize the theoretical possibilities. There are a variety of conditions that may result in both 
over and under-recovery of capital costs for new customers. Table 3-10 summarizes the potential outcomes 
assuming no contributions-in-aid-of-construction from existing customers. 5 

5 Black & Veatch notes that the Company's Parm 2 reported no contributions-in-aid-of-construction (CIAC), suggesting 
that the cost of adding a new customer includes the actual cost of connecting the customer to the gas system. Fwiher, if 
CNGC recovers a contribution and reduces the investment by the CIAC amount, the results of the table are applicable 
based on the relationship to cost less the CIAC amount. 
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Potential Capital Cost Recovery Outcomes 

Capital Cost Usage Resu lt 

New Capital Cost> Average Costs in Higher or lower than Under-recovery of 
Rates average costs 

New Capital Cost <Average Costs in Higher or lower than Over-recovery of 
Rates average costs 

New Capital Cost= Average Costs in Higher or lower than No over- or under-
Rates average recovery 

Under the decoupling mechanism, all new customers produce revenue equal to the average margin determined 
in the Company's most recent rate case through a combination of the delivery charges and decoupling 
mechanism adjustments that provides average base revenue per customer. Referring back to the discussion of 
the mechanism, actual revenues are adjusted to the monthly expected commodity margin per customer for that 
month. Thus, new customers must by definition produce the same average revenue recovered per customer in 
the most recent rate case. The only event that allows the utility to actually recover the capital cost for new 
customers is if the new customer has capital costs equal to the average cost included in rates. That is, the 
actual revenue per customer recovers the embedded costs found just and reasonable by the Commission in the 
last rate case. Thus, if the new customer requires more or less investment per customer than existing 
customers there is a mismatch between costs and revenues. The outcome that keeps the Company at the same 
return is the least likely of the tlu·ee options. For new Customer I above, the under-recovery of costs is likely 
if the customer requires a meter, regulator, service line and a main extension. The outcome for new 
Customer 2 is likely where the customer is attached to an existing main and requires only a meter, regulator 
and service line. Based on Company data, it is reasonable to assume that new Customer I is the more 
representative of the three outcomes. Table 3-11 illustrates that CNGC adds both main and service line for 
new customers. 

Table 3-11 
Growth in Customer Mains and Services 

2005 2006 2007 2008 
Customers 57,004 60,516 62,705 63,386 

Main in Miles 1,316 1,378 1,445 1,469 

Services 57,975 61,043 62,619 63,376 

Miles/Customer 0.0231 0.0228 0.0230 0.0232 

Since the miles of main per customer is relatively constant over this period, it is reasonable to conclude that 
new customers require new main extensions. Although this observation is consistent with Black & Veatch's 
experience at other LDCs, it is confirmed by the Company's actual 2008 and 2009 data discussed below. It is 
also reasonable to conclude that Cascade under recovers costs from new main extensions because the average 
cost of new main in 2008 was $136,772 per mile based on the cost of new main in the Company 's Form 2. 
Form 2 does not provide accumulated depreciation by account for distribution plant so it is not possible to 
precisely determine the embedded cost of main in rate base for 2008. If one assumes that the ratio of 
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accumulated depreciation to total distribution plant is the same as for mains, mains would be about 43 percent 
depreciated and the resulting cost per mile of main would be $27,514. This means that the decoupling 
mechanism does not allow the Company to recover the costs associated with new customers. Based on 2008 
data, there is a similar result for services. The average cost of a new service line in 2008 was almost $1,500 
per service. The average embedded cost of services was $325 per service. Based on this data, it appears that 
the average new customer costs about $3,000 or more. At this cost, the first year revenue requirement for a 
new customer would be about $375 but the allowed recove1y would be about $272 in 2009. Since the $272 is 
total revenue, that amount should be reduced by the out-of-pocket expenses associated with a new customer. 
But, in any case, the Company loses over $100 of earnings per new customer under the decoupling 
mechanism. The result for 2009 is similar with the average cost ofa new residential customer equal to $3,575 
per customer. This means even higher losses for new customers in 2009, where the first-year canying cost 
would be almost $450 with allowed recovery of $272. 

In the evaluation of customer impacts a question was raised regarding spreading these costs across all rate 
schedules. Black & Veatch believes it is not reasonable to socialize these costs across all customer classes. 
The costs recovered are maintained within the rate classes where there are conservation programs and where 
the decoupling mechanism is applied. It would be unreasonable to shift these costs away from those who 
benefit from and/or cause those costs to be incurred. 

3.2. 7 Impact on Uncol/ectible Accounts 
Black & Veatch also reviewed the impact of decoupling on the Company's uncollectible accounts. 
Table 3-12 provides the level and number of uncollectible accounts during this period. 

Table 3-12 
Cascade's Uncollectible Accounts in Oregon 

2004 2005 2006 2007 2008 2009 

Amount $269,290 $267,088 $335,154 $505,575 $1 ,234,045 $945,671 

Number of Accounts 2,286 2,433 2,973 5,211 5,839 3,874 

Based on the data, there appears to be other factors driving uncollectible accounts expense. For 2007, the 
decoupling adjustment reduced bills and gas costs were unchanged from 2006. Additionally, for 2009, the 
level of the decoupling adjustment declined from 2008 and gas costs increased, resulting in higher total bills. 
As a result, it seems reasonable to conclude that factors other than the periodic rate adjustments under the 
Company's decoupling mechanism impact its uncollectible accounts expense, not the CAP. 

3.3 Mechanism's Impact on the Company 
Company impacts resulting from its decoupling mechanism cross multiple dimensions such as financial, 
conservation commitment, staffing resources, regulatory expense, call center impacts, and others. To respond 
to these issues, Black & Veatch has reviewed a variety of materials provided in response to our data requests. 
In addition, we have collected other public information related to the Company and conducted interviews of 
selected Company persmmel. 

3.3.1 Impact on Fixed Cost Recovery 
The financial impact on the Company from its decoupling mechanism includes the ability to offset declines in 
fixed cost recovery from rates caused by both weather and conservation. Discussions with Company 
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representatives indicated that they view these impacts in a favorable light. The data supports the conclusion 
that the Company's decoupling mechanism has, in fact, allowed it to recover fixed costs that otherwise would 
have been unrecoverable in the absence of filing a general rate case. Black & Veatch notes that over the 
evaluation period the Company's weigbted average HDDs have been below normal by about 2.9 percent, 
which would have resulted in lower fixed cost recovery for the Company in the absence of its decoupling 
mechanism. In addition, normalized average residential use has declined by over 6 therms per month over the 
evaluation period.6 The decline in use per customer for C/1 customers has been about 22 therms per month 
over the evaluation period.7 Taken together, the fixed cost impact of conservation amounted to $23.51 per 
residential customer for 2009, and $59.77 annually per commercial customer in 2009. This would translate 
into about $1.76 mrnion of lost earnings, or 22 percent of net income as reported for 2008. The weather effect 
on earnings over the evaluation period is relatively small. In addition, the decoupling mechanism effectively 
eliminates the impact of weather on earnings as it is designed to do. As noted above, the Company's 
decoupling causes under-recovery of fixed costs for new customers and negatively impacts its earnings. 

The gas cost savings for residential customers using 6 therms less per month in 20 IO would be almost $55 
while the added charges from the decoupling adjustment in the year with the highest adjustment would be less 
than $12- an average savings of$43 if that rate adjustment applied in 2010. 

3.3.2 Impact on Business and Financial Risks 
A second financial issue relates to the impact of the Company's decoupling mechanism on risk and, hence, 
the authorized equity returns established for the Company. A few stakeholders stated that they believe the 
decoupling mechanism has reduced the Company's overall business and financial risks and, therefore, its 
authorized rate of return should be adjusted downward by the Commission. Company representatives noted 
that the Company's return on equity has declined over time but, without the decoupling mechanism, the 
situation would probably have been worse. The data confirms that, in the absence of the decoupling 
mechanism, the Company's earned return would have decreased by a greater amount as expected by the 
Company. 

To fully understand the risk issue as it relates to decoupling requires an understanding of the elements that 
comprise a utility's business and financial risks and their relationship to how it is treated with other 
comparable utilities. To begin, it is clear that decoupling adjustments impact only one side of the Company's 
earnings equation, namely utility rate revenues. The decoupling adjustments do not impact the cost or 
expense risk associated with the Company's earnings. It is not Black & Veatch's purpose in this report to 
identify and discuss the risks associated with any particular regulatory environment. In general, there is broad 
recognition in the gas utility industry of the role of full and partial decoupling mechanisms for LDCs. As a 
result, many of Cascade's peer companies have in place ratemaking provisions (e.g., revenue decoupling, 
SFV rates, and weather normalization adjustment mechanisms) designed to provide an enhanced opportunity 
to collect revenues consistent with the level of revenues approved by regulators in their last rate cases. To the 
extent the authorized equity return for the Company is based on a determination which relies upon financial 
data of other companies, the effect of revenue recovery from decoupling on the Company's risks is already 
largely accounted for in the returns of the other companies (as are other risks such as test year and earning 
stabilization). Therefore, Black & Veatch believes that any adjustment to the Company's authorized rate of 

6 Based on the difference between the normalized residential use reported in the Company's 2005 and 2009 PGA 
applications. 
7 Since Black & Veatch did not complete an impact evaluation (i.e., billing analysis correcting for weather and other 
factors) as part of this evaluation, we can not say whether these reductions are due to weather or conservation. 
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return due to decoupling is unnecessary and inappropriate. Further, Black & Veatch understands that the 
Company contributes 0.75 percent of revenues (or about $630,000 in 2008, before taxes) to help fund 
conservation programs as part of the CAP Stipulation. This effectively reduces the earned return for CNGC 
by the amount of the contribution, and effectively reduces the authorized return prior to the effect of any 
decoupling adjustment on Company revenues. It is important to recognize that this sizable contribution 
effectively means that regardless of the authorized return level determined by the Commission, the Company 
has a diminished oppo11unity to earn its authorized rate of return. In Black & Veatch's view, there is no 
justification for reducing the Company's authorized return on equity based on the operation of its decoupling 
mechanism. In addition, as noted above, the mechanism contributes to earnings attrition based on customer 
growth. Fm1her, the existence of an earnings sharing mechanism creates an asymmetric risk for earnings 
since the upside is capped based on the sharing mechanism and the downside risk is not limited except by the 
ability of the Company to file and be granted a rate increase. 

From the financial community's perspective, the approval of the Company's decoupling mechanism was 
important to stabilize earnings, to protect its dividend and to allow CNGC shares to trade in the same price 
earnings range as other LDCs with smaller market capitalizations. Based on our prior discussions with 
financial analysts who follow gas LDCs, stabilizing revenues is an important consideration in the valuation of 
the LDC from a market perspective. Prior to approval of the Company's decoupling mechanism, A.G. 
Edwards (Edwards) described CNGC regulation as "below-average regulatory suppo11 (lack of periodic rate 
increases, weather normalization riders, consumption trackers, etc.)". Edwards appropriately recognized the 
impo11ance of a decoupling mechanism as a ratemaking tool that provides CNGC with a reasonable 
oppo11unity to earn its authorized return. Having a reasonable opportunity to earn its authorized rate of return 
is a fundamental right of the utility and an integral part of the regulatory compact. This regulatory principle 
has its foundations in a Missouri case before the U. S. Supreme Court where Justice Brandeis concluded that 
a utility is permitted an opportunity to eam the cost of service including a return of and on the assets devoted 
to public service. (Missouri ex rel. Southwestern Bell Tel. Co. v. Public Service Commission, 262 U. S. 276, 
290-291 ( 1923) - emphasis added). 

3.3.3 Impact on the Company's Unregulated Businesses 
The Company does not have any unregulated businesses; therefore, our evaluation did not address this issue. 

3.4 Conclusion 
From a purely computational standpoint, the Company's decoupling mechanism works as designed. The 
mechanism uses a multi-step process to adjust calendar month data. First, weather normalized sales are 
calculated for each of the Company's three weather areas by multiplying the monthly number of customers 
times the difference between normal and actual HDD times the weather sensitive coefficient for the area. 
Second, the expected monthly normalized commodity revenue per customer (as determined in the Company's 
most recent rate case) is calculated. This calculation multiplies the total number of residential customers 
times the monthly commodity margin. The actual commodity margin is determined as the actual commodity 
sales (net of the current month unbilled calculation) times the applicable commodity charge. The weather 
adjustment margin is added to or subtracted from the actual revenue to produce a weather normalized margin. 
The difference between the weather normalized margin and the expected normalized margin is the 
conservation adjustment. 

The Company's filings that Black & Veatch reviewed have accurately implemented the resulting rate 
adjustments through CNGC's decoupling mechanism, and the Company stated that it is satisfied with the 
simplicity and recovery basis of the mechanism. The resulting decoupling adjustments have been minor and 
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Black & Veatch does not believe there is a need to extend the amortization period to lessen the impact on 
customers, nor should the monthly timing of the rate adjustments be changed. Further, Black & Veatch does 
not believe that the Company's decoupling mechanism should be extended to CNGC's other rate classes. 
Black & Veatch also believes that the Company's decoupling mechanism has not led to unfair penalties for 
customers not participating in conservation programs. Finally, Black & Veatch found no evidence that the 
Company's decoupling mechanism has created any unanticipated disincentives. 

The ultimate test of the current decoupling mechanism remains whether the Company and other Parties 
believe the mechanism provides an adequate level of fixed cost recovery to completely remove the financial 
disincentive a utility has to promote conservation. In our interviews, CNGC representatives expressed 
positive views of the mechanism and believe that it effectively removes the disincentive for the Company to 
pursue conservation. These individuals also indicated that they saw no reason to have the current decoupling 
mechanism and rate adjustment process changed. Since the Company's decoupling mechanism is 
fundamentally sound, there is no reason to recommend a change to it based on the current objectives of the 
CAP. Company representatives further expressed the view that any changes that would make the mechanism 
more complex would not result in a better mechanism. Black & Veatch agrees that simplicity has its virtues; 
nevertheless, we also believe that certain issues pertaining to the ongoing operation of the mechanism should 
be addressed, as discussed below. 

Several other stakeholders commented that they believe the Company's decoupling mechanism is fair to both 
the Company and its customers as long as the conservation programs are fully funded through the public 
purpose surcharge, and that the mechanism is generally working as originally intended. No stakeholder 
comments were received by Black & Veatch that indicated any unanticipated disincentives had been created 
through the decoupling process. 

One point raised by a few stakeholders relates to what is really driving the Company's increased focus on 
conservation: is it the implementation of the decoupling mechanism, the Commission's directives that are 
reflected in the Company's IRP, or the initiation of the Company's public purpose funds? Some stakeholders, 
as well as Company representatives, stated that they believe the decoupling mechanism has, in fact, 
effectively removed the Company's disincentive to promote conservation. Company representatives correctly 
noted that pa1ticipation in the public purpose funding process and the transfer of its conservation programs to 
the ETO happened simultaneously with the Commission's approval ofCNGC's decoupling mechanism. 
Therefore, they acknowledge that it is not possible to fully separate the impact of the various factors on the 
Company's level of commitment to conservation incentives. 

The Company also noted that the public purpose surcharge is the funding vehicle for conservation, while the 
decoupling mechanism removes the financial disincentives associated with implementing conservation 
programs. In that regard, these two ratemaking elements are completely linked from the perspective of the 
Company, particularly given the fact that LDCs in Oregon are not required to have a public purpose fund. 
The Company also noted that with regard to the public purpose fund rate of 1.5 percent of revenues; 
0.75 percent is funded by ratepayers, and 0.75 percent is funded by shareholders-with the later contribution 
viewed as the "give back" for the Company being granted margin certainty (not earnings certainty). Based 
upon the results of this evaluation, Black & Veatch agrees with this conclusion. 

As discussed earlier, the decoupling adjustments impact only one side of the Company's earnings equation, 
namely utility rate revenues produced through volumetric rates. The decoupling adjustments do not impact 
the cost or expense risk associated with the Company's earnings. To the extent the authorized equity return 
for the Company is based on a determination which relies upon financial data of other companies, many of 
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whom have some form of revenue decoupling in place, the effect of revenue recovery from decoupling on the 
Company's risks is already largely accounted for in the returns of the other companies. Therefore, Black & 
Veatch believes that any adjustment to the Company's authorized rate of return associated with 
implementation of Cascade's decoupling mechanism is unnecessary and inappropriate. Further, the 
Company's contribution of0.75 percent of revenues (or about $630,000 in 2008, before taxes) effectively 
reduces the earned return for CNGC by the amount of the contribution, and effectively reduces the authorized 
return prior to the effect of any decoupling adjustment on Company revenues. It is important to recognize 
that this sizable contribution effectively means that regardless of the level of return on equity authorized by 
the Commission, the Company has a diminished opportunity to earn its authorized rate of return. In Black & 
Veatch's view, there is no justification for reducing the Company's authorized return on equity based on the 
operation of its decoupling mechanism. In addition, as noted above, the mechanism contributes to earnings 
attrition to the extent there is customer growth in the decoupled rate schedules. 

One stakeholder noted that his primary concern is to make sure that the Company's decoupling mechanism is 
being applied correctly, that only true fixed costs are included, and that the calculation of lost margins is 
actually based on margins lost "at the margin". Black & Veatch concludes that these concerns have been 
fully addressed in the Company's decoupling mechanism. 

Finally, one stakeholder stated that the evaluation of any decoupling mechanism needs to consider the broader 
regulatory context within which the mechanism operates. As an example, this stakeholder noted that the 
Company has an earnings sharing mechanism in place in Oregon. This mechanism has been in place for a 
number of years and has been modified within the last 18 months. According to this stakeholder, the 
mechanism has been strengthened from a customer perspective to include tighter bands within which earnings 
are shared. As a result of this change, the chance of significant over-recovery of costs by the Company due to 
the decoupling mechanism has been lessened. This stakeholder also noted that the Show Cause Rate Case 
and the MDU Acquisition Case led to lower authorized returns on equity for the Company. As a result, this 
stakeholder believes that the overall impact of the decoupling mechanism is balanced for both the Company 
and its customers when CNGC's entire regulatory picture is considered. Black & Veatch concurs with this 
conclusion. 

As part ofour review, Black & Veatch reviewed all regulatory filings related to the Company's decoupling 
mechanism. Based on our review, Black & Veatch concludes that the Company's decoupling mechanism has 
been implemented properly and that the resulting rate adjustments have been consistent with the associated 
tariff provisions. We believe that our review of these filings and their subsequent amendments, indicate that 
the public interest is protected through the current CAP process. Therefore, Black & Veatch believes that the 
elimination of the Company's decoupling mechanism would be harmful to the Company, its customers, and 
the environment. 
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4.0 OBSERVATIONS REGARDING IMPACT OF DECOUPLING 
MECHANISM ON CONSERVATION ACTIVITIES 

As discussed in Section 2, Cascade previously offered a limited selection of conservation programs to its low 
income residential customers since 1979 and all residential customers since at least 1981. The public purpose 
surcharge took effect in May 2006 to help fund the Company's conservation programs and, at the same time, 
the ETO took over program implementation on July 1, 2006. 

The purpose of this section is to summarize Black & Veatch's observations and conclusions regarding the 
impact of the decoupling mechanism on the Company's conservation programs. It begins with a discussion 
regarding the impact of the mechanism on customer conservation behavior, followed by a discussion of the 
impact on the Company's conservation behavior. Next, we provide a discussion regarding the ETO's 
delivery of conservation programs, followed by a discussion of potential additional conservation programs 
that could be offered by the Company. Next, we provide additional results from Black & Veatch's residential 
and commercial surveys not discussed in the earlier subsections. 

4.1 Mechanism's Impact on Customer Conservation Behavior 
Black & Veatch reviewed qualitative and quantitative data from interviews and program records to determine 
if there have been higher levels of program awareness and program participation since the implementation of 
the Company's decoupling mechanism, and higher levels of therm savings. Most of those interviewed in this 
evaluation felt that customer conservation activity had increased since the decoupling pilot was implemented. 
These anecdotal responses are supported by the data provided to Black & Veatch. Based on a review of the 
available data on customer paiticipation rates, it is clear that pa1ticipation levels increased significantly during 
the time after the decoupling mechanism was implemented, suggesting that this ratemaking solution has had a 
measurable effect on participation in conservation programs by Cascade's customers. 

4.1.1 Awareness of and Participation in Natural Gas Conservation Programs 
Evidence from the customer surveys conducted by Black & Veatch provides some indirect insight into the 
effect of decoupUng and the comparative influence of Cascade's efforts versus those of the ETO at 
encouraging conservation. Again, these findings are considered an indirect commentary on the effect of 
decoupling because there has been no direct communication with consumers regarding the decoupling 
mechanism itself; rather customers have been exposed to messages and programs regarding the conservation 
behaviors that decoupling is intended to encourage. 

First, of the 202 CNGC residential customers surveyed, 10 percent report having participated in natural gas 
conservation programs. For the non-residential sector, of the 100 customers surveyed, the patticipation rate 
was reported at 12 percent (e.g., HY AC and insulation rebates). 

Results concerning sources of awareness were mixed. When asked about the source of information that led to 
patticipation decisions, residential customers mentioned Cascade 5 to I over the ETO, and commercial 
customers mentioned the ETO 8 to I over Cascade. Seventy (70) percent of residential customers surveyed 
noted sources of influence other than either Cascade or the ETO (e.g., Home Depot, plumbing contractors, 
etc.), whereas only 10 percent of the C/I customers surveyed mentioned other sources. The ETO's strong 
name recognition in the C/1 sector may be due to more recent efforts by the ETO to step up its outreach to this 
sector. 
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Unaided awareness of specific residential conservation programs offered in the Company's service area was 
no higher than 5 percent. However, when prompted, recognition was (as would be expected) much higher. 
These responses are listed in Table 4-1. Customer awareness of incentives for gas water heating was highest 
in both cases. 

Table 4-1 
Residential Customer Awareness ofNatural Gas Conservation Programs 

Percent Aware of Program 

Program Name Unprompted Prompted 

Natural Gas Water Heater Rebate Program 5.4% 37.6% 

High Efficiency Gas Fireplace Rebate Program 2.0% 9.9% 

High Efficiency Gas Furnace Rebate Program 3.5% 23.3% 

Home Comfort Package 0.5% 8.4% 

Free Home Energy Analyzer 2.0% 16.3% 

Among the Company's C/1 customers, 6 percent were able to identify a natural gas conservation program 
without prompting. When they were read a list of energy efficiency programs, recognition was higher for 
electric programs over gas programs by a ratio of 2 to I. 

These survey results indicate that customer awareness remains quite low among both segments of population 
served by Cascade (i.e., households and businesses), confirming concerns on the part of Cascade that the 
ETO's marketing and outreach efforts to date have not been sufficient. 

The ETO conducts its own Oregon Residential Customer Awareness and Perceptions Survey, the last repo11 
having been published in November 2009. There were only 28 out of904 respondents that were Cascade 
customers (refer to Figure 4-1). The researchers followed a census-based sampling approach aimed to 
achieve 95 percent/± IO percent at the regional level, which is a logical surveying approach. Unfortunately, 
this does not provide adequate information at the utility sponsor level since Cascade is grouped into the 
Eastern Region with other utilities. 

4.1.2 Participation Levels and Conservation Expenditures 
Figures 4-2 (residential) and 4-3 (C/l) show the actual Cascade customer participation levels according to 
program data provided by the Company. 
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Location of Sample Points From 2009 ETO Customer Awareness Survey 
(Cascade Customers= 28 points out of904) 

L 

l _ I __ 
Source: Research Into Action, Inc.; ETO's 2009 Oregon Residential Awareness and Perception Study, Final Report; 

November 17, 2009; Figure 2-1; page 4. 

Figure 4-2 
Residential Customer Participation by Year 
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Figure 4-3 

CASCADE N1\ 1 l JR1\L GAS C011PORJ\ TION 
f:1/1\l.U/\ TION OF Ol~EGON DECOUPl IMG MECI 1/\NISM 

C/1 Customer Participation by Year 

2005 2006 2007 2008 2009 
Year 

Figure 4-2 clearly shows that residential pat1icipation levels increased significantly during the Company's 
decoupling period. 

The C/1 data do not show as clear a pattern, as no programs were available to this sector prior to decoupling, 
and the data do not show an increasing trend since decoupling took effect. Participation by Cascade's non
residential sector has averaged about 50 customers per year since the programs were first offered by the ETO 
in 2006. The interviews revealed that the ETO was unsuccessful at first in identifying and training adequate 
numbers of contractors to support the programs in Cascade's service territory, and that training events were 
either poorly advertised or not offered in locations convenient to this market. The ETO has since increased its 
efforts to recruit contractors in Cascade's service area to better serve customers. This initial lack of adequate 
infrastructure for delivery of conservation programs might have contributed to the mixed annual participation 
levels over the course of this evaluation period. 

Consistent with the increasing level ofpai1icipation in conservation programs by Cascade's customers, the 
Company's conservation-related expenditures have increased during the evaluation period as shown in 
Table 4-2. 
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Ci\SCADE NATURAL Gi\S CO RPO RI\ TION 
l:Vi\LUJ\TIOM OF OREGON DECOUPLING MCCHMIISM 

Cascade's Annual Conservation-Related Expenditures 

Comp11ny-Administered Programs 

ETO-
Rebate Low Income Administered 

Programs Weatberization Subtotal Programs Tot11I 

$374,250 $62,790 $437,040 $0 $437,040 

$275,400 $128,340 $403,740 $0 $403,740 

$63,650 $9,270 $72,920 $315,330 $388,250 

$0 $171,960 $171 ,960 $934,270 $1 ,106,230 

$0 $181,740 $181,740 $967,080 $1,148,820 

These data show that conservation activity has increased and that the increase is coincident with the advent of 
decoupling in the Company's service area. Another somce of information on program participation is 
available from the 2009 ETO survey noted above. The survey data allow for a comparison of Cascade 
customer paiticipation versus other companies, both gas and electric. Ignoring the low number of sample 
points, of the 28 Cascade customers surveyed, the self-rep01ted pa1ticipation level in the ETO's programs was 
the second highest among gas customers, with NWNG at 18 percent participation (2009) versus Cascade at 
8 percent. Even given this large difference, Cascade's figure represented a doubling in self-reported 
pa1ticipation of Cascade customers over 2008, which was 4 percent. Overall pa1ticipation by gas customers 
in 2009 was on a par with electric customers, according to the survey results, at 7 percent each. 8 

Based upon the ETO's 2009 Oregon Residential Awareness and Perception Study, general awareness in 
eastern Oregon (25 percent) is less that in western Oregon (more urban), but awareness among Cascade's 
customers (which are in eastern Oregon) was 61 percent. 

Finally, the 20 IO Black & Veatch customer survey, discussed in more detail later in this section, rendered a 
self-repo1ted participation level of IO percent among the 202 Cascade residential customers surveyed and 
12 percent among the I 00 Cascade C/1 customers surveyed. 

These data show that a key objective of decoupling is being realized in the Company's service area
increased conservation activity- particularly as compared to the participation levels of both electric and other 

8 The ETO noted that its own research indicates customer program participation docs not line up very closely with 
statements of participation from awareness survey respondents, indicating that it appears customers receiving on-site 
services from weatherization contractors are much more likely to be aware of participating than customers who received 
ETO rebates for appliances or heating systems. Additionally, the ETO noted that a number of customers who believe 
they have participated in ETO's programs may not have participated, perhaps due to confusion caused by the existence 
of State and Federal tax credits. Consequently, the ETO believes that its awareness survey most likely underestimates 
participation. As a result, the ETO urges caution with regard to using awareness survey data as an indicator of 
participation, or satisfaction with participation. The ETO stated that, in the future, it will correlate awareness surveys 
with actual participation as reflected in its program database as part of the reporting process. 
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gas companies in the region. Increases in conservation activity between 2008 and 2009 were strong among 
Cascade's customers, indicating that customer pai1icipation is moving in the right direction. 

4.1.3 Therm Savings 
The amount of energy saved by participants is another measure that can be reviewed as evidence of increased 
conservation activity. One way of looking at therm savings is to compare targets established in the 
Company's most recent lRP, which was prepared in 2008, based upon a market potential study, against actual 
achievements. 

In its 2008 IRP, Cascade notes on page 28: 

"Since July 2006, Cascade has relied 0 11 the Energy Trust of Oregon (ETO) for the delive1J1 and 
administration of its co11servalio11 programs in Oregon. As mentioned above, 80% of the public 
purpose funding is transferred to the ETO to design, promote and administer natural gas energy 
ejficiency programs 0 11 belwlf of Cascade. During 2007, therm savings attributed to Cascade's 
Oregon service territory amounted to 151,291. Through July 2008, ETO has achieved 49,263 and 
estimates that 2008 a,11111al therm savings will be approximately 235,660. " 

The numbers stated above for 2007 are consistent with updated information provided by Cascade. The 
Company's conservation programs in total achieved 159,830 therm savings, slightly higher than the 151 ,291 
therms saved as reported in the Company's fRP. However, for 2008, the total savings fell far below the 
ETO's estimated savings of235,660 therms. The actual savings were 143,273 therms, lower even than the 
previous year. This represented a short-fall for the ETO of almost 40 percent of its goal for Cascade's Oregon 
customers, and a reduction of 5 percent savings when compared to the previous year. 

Data for 2009 are shown in Table 4-3 with the target taken from the Company's 2008 IRP, and the actual 
achieved therm savings figures as provided by Cascade. 

Table 4-3 
Comparison ofTargeted 9 Versus Achieved Therm Savings for 2009 

Cascade's 
Low Oregon 

Residential Commercial Income Total 

2009 Target 220,597 52,060 10,000 282,657 

2009 Actual 139,565 117,044 5,992 262,601 

% difference (37%) 125% (40%) (7%) 

These data show a continued short-fall relative to the Company's IRP targets although the total savings in 
2009 were approximately 88 percent higher than in 2008. The sho11-fall in 2009 is most likely the result of 
the economic downturn resulting in customers not having the available funds to spend on discretionary 
measures. Other factors, such as code changes and the impact of the recession on new construction may also 

9 2009 target figures are taken from Cascade's 2008 rRP, Table 5-5, page 37. 
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be responsible for lower customer participation. Savings among existing buildings increased by 63 percent 
and existing homes by 227 percent, while savings from new buildings, and new homes and products, 
decreased 21 percent and 42 percent, respectively, from 2008 due to the collapse of the building industry. 
The ETO expects to increase savings by another 48 percent in 20 I 0. The large savings in the commercial 
sector were driven by two projects that combined to produce a total of over 45,000 therm savings. 

The detailed participant and savings results for each CAP program are provided in Table 4-4, which is based 
upon data provided by Cascade to Black & Veatch. Green text programs are those provided directly to 
customers by Cascade and blue represent those programs delivered by the ETO to Cascade's Oregon 
customers. The table presents participation levels and energy savings per year for Cascade's customers. 
Average therm energy savings per participant is shown in italics. As noted earlier, 2006 is when the ETO took 
over delivery of the programs. 

The data show that when grouped together, average therm savings per customer has been dropping since the 
ETO took over delivery of the Company's conservation programs. This appears to be driven largely by the 
residential sector, where several factors are apparent: 

• Change in types of programs offered-high-efficiency furnace and water heater upgrades coupled 
with weatherization programs 10 that were provided by Cascade from 2004 to 2006 were replaced with 
new and existing residential home programs and energy kits by the ETO. 

• Energy kits-the ETO began distributing low-cost, low-impact energy kits in 2009, resulting in a 
major downward shift of energy savings per participant in the residential sector. The mailing of these 
kits are in addition to the ETO's efforts to improve the weatherization of existing homes, which has 
shown an increase in the number of pat1icipants each year with stable average savings per participant. 

• New homes-the average therm savings from the new homes program has dropped significantly in 
each of the last two years. Information was not available as to why this occurred. 

• C/1 sector programs-in the C/1 sector, there was a precipitous drop in average savings per pai1icipant 
between 2006 and 2007, then substantial increases for 2008 and 2009. The 2009 numbers are driven 
largely by two projects that produced combined savings greater than 45,000 therms. 

• Even with the high C/1 therm savings, these values did not materially affect the pattern of declining 
savings per participant for the combined customer group as shown in Table 4-5 due, in large part, to 
the deUvery of energy kits. 

1° Cascade offered "whole house weathcrization" programs to income-qualified customers through the Weatherization 
Assistance Program, and delivered by local CAAs, with rebates provided through this program. All other residential 
customers were eligible only to receive a basic home inspection complemented by rebates and loans for insulation, 
windows, and other measures, as appropriate. Rebates were set at a maximum value of 25 percent of the measure cost, 
not to exceed $350. 
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Conservation Program Participation and Savings by Year 
, .. • I I 1, I ,, 1, I 

Residential Programs 

Residential Weatherization Part icipant s 65 28 
Residential Weatherization Therms 8,694 4,780 
Average Therms per Participa11t 134 171 
New Homes and Products Paricipants 2 285 747 699 731 

New Homes Therms 21,298 113,014 45,846 26,472 
Average Therms per Participant 75 151 66 36 

Existing Homes Participants 32 305 469 632 

Existing Homes Therms 1,979 19,199 32,689 32,272 
Average Therms per Participant 62 63 70 51 

Energy Savings Kits Participants 5,165 

Energy Savings Kits Therms 74,490 
Average Therms per Participant 14 

Res High-Efficiency Furnace Participants 398 388 247 
Res High-Efficiency FurnaceTherms 38,606 37,636 23,862 
Average Therms per Participa11t 97 97 97 
Res High-Efficiency Water Heaters Participants 92 88 38 
Res High-Efficiency Water Heaters Therms 2,576 2,464 1,064 
Average Therms per Participant 28 28 28 
Low Income Participants 20 28 17 24 42 42 

Low Income Therms 7,437 9,259 6,396 3,574 5,914 5,992 
Average Therms per Participant 372 331 376 149 141 143 

Tata/ Residential 
Total Residential Participants 575 534 619 1,076 1,210 6,570 

Total Residential Therms Saved 57,313 54,139 54,599 135,787 84,449 139,226 
Average Therms per Participant 100 101 88 126 70 21 

C/1 Programs 

Existing Buildings Participants 46 54 29 34 

Existing Buildings Therms 49,563 20,081 35,798 58,228 
Average Therms per Participant 1,077 372 1,234 1,713 

New Buildings Participants 3 12 16 

New Building Therms 3,962 17,502 13,801 
Average Therms per Participant 1,321 1,459 863 

Production Efficiency Participants 2 

Production Efficiency Therms 47,918 
Average Therms per Participant 23,959 

Total C/1 
Total C/1 Participants 46 57 41 52 

Total C/1 Therms Saved 49,563 24,043 53,300 119,947 
Average Therms per Participant 1,077 422 1,300 2,307 

Total Participants 575 534 665 1,133 1,251 6,622 

Total Therms 57,313 54,139 104,162 159,830 137,749 259,173 
Average Therms per Portie/pant 100 101 157 141 110 39 

L!l:JfiliDtWfi,Lli1U1Jl~iLLITl-=...:.:~....::=-i 
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Residential, C/1 and Total Average Therm Savings Trends 

2004 2005 2006 2007 2008 2009 

Residential 100 IOI 88 126 70 21 

C/I -- -- 1,077 422 1,300 2,307 

Total Company 100 101 157 141 110 39 

4.1.4 Impact on Low Income Customers 
Other possible evidence for the drop in average therm savings per participant is provided in the low income 
program discussion below. Table 4-6 shows that the number of participants in both the weatherization 
program and the Company's Oregon Low Income Bill Assistance (OLIBA) program increased each year, 
except in one instance where OLIBA numbers dropped by about 20 families between 2006-2007. 
Participation in the Company's Weather Assistance Program (WAP) almost doubled in the same time frame. 

Table 4-6 
Low l ncome Customer Participation in W AP and OLIBA Programs 

Program Program Program Program 
Year Year Year Year 
05-06 06-07 07-08 08-09 

Weatherization Program 28 24 42 42 

Oregon Low Income Bill 
Assistance Program 0 261 244 358 

Table 4-7 shows participant and therm savings data for Cascade's WAP. 

Table 4-7 
Therm Savings by Low Income Participants by Year 

2004 2005 2006 2007 2008 2009 

Low Income Therms Saved 7,437 9,259 6,396 3,574 5,914 5,992 

Low Income Participants 20 28 17 24 42 42 

Average Therms Saved per Low 372 331 376 149 141 143 
Income Participant 

It can be seen that the amount of therms saved per pat1icipant among the low income sector dropped by about 
60 percent between 2006 and 2007, and has remained at that level ever since. It is unclear why this drop 

Black & Veatch 4-9 April 2010 



CNG/305 
Parvinen/Page 43 of 59

SECTION 4 

OBSERVATIONS REGARDING IMPACT 
OF DECOUPLING MECHANISM ON 

CONSERVATION ACTIVITIES 
C:I\SC/\0E i'!/\l URi-\L G/\S CORPORATION 

f.V1\I.UATION OF OREGON lJECOUPLING MECHANISM 

occurred, but it may be due, in part, to the Company's move to the use of the deemed savings methodology, 
as used by NWNG, as opposed to using REM/Rate audit results prior to 2007. 

If the savings values reported to Black & Veatch for 2007 and beyond are in fact from a change in reporting 
sources, that may explain the reason for the precipitous drop in savings values since 2006, and the relatively 
constant values ever since. These kinds of considerations would be important in conducting an impact 
evaluation of the conservation programs, a task that was beyond the scope of this evaluation. 

According to the Company's 2008 lRP, as of September 2008, Cascade's Oregon Low Income WAP had 
served 41 homes and achieved a savings level of 5,277 therms, with a total expenditure of$46,500. However, 
a balance of$293,660 was still available as of August 30, 2008. 11 Many community agencies that deliver 
federal WAP services have recently been swamped by increases in WAP funding coupled with American 
Reinvestment and Recovery Act (ARRA) funding, putting pressure on limited staff resources to deliver 
services to eligible customers. This may be affecting the amount of savings per participating customer 
reflected in these numbers above as agencies attempt to deliver services to more customers. In interviews 
with Company staff, some of whom came directly from the CAA community, it was stated that the Company 
is working closely with the Oregon Conservation Advisory Group (CAO) to "better understand the capacity 
of W AP to serve Cascade homes and evaluate strategies designed to increase the level of pat1icipation in the 
program, either through modifications to the program measures, incentives, or delivery approach" (Cascade's 
2008 IRP, page 28). The close working relationship between the Company and the CAA community was 
confirmed during an interview with a CAA agency representative. 

4.1.5 Other Factors That May Affect Conservation Savings 
Grants received by State and local governments as a result of ARRA funding may have increased public 
awareness and may have resulted in greater pat1icipation in the ETO's programs during this time period. 
W AP funding also significantly increased in the past year. At the State level, there may be additional tax 
incentives available for conservation investments (refer to the list of other conservation programs in 
Appendix E). 

Finally, factors reported by customers in the survey as influencing their gas usage and conservation decisions 
include the costs of natural gas and the weather. Although not identified in the evaluation from the data 
collected, the economy has also had a significant effect on conservation and usage behaviors in other areas of 
the country. 

4.2 Mechanism's Impact on Company Conservation Behavior 
Black & Veatch also examined whether decoupling has led to higher levels of spending by the Company on 
marketing and outreach to customers, more messages and educational materials for customers related to the 
benefits of conservation, and processes put into place to facilitate customers' participation in the conservation 
programs. This outcome is documented above as having indeed occurred. Further, Cascade indicated having 
devoted considerable time and effort prior to the launch of decoupling on "internal marketing" 
(e.g., informing employees and stakeholders, such as Community Based Organizations) about decoupling, 
how it affects the way conservation impacts the Company's bottom line, and how the Company would now be 
in a position to actively promote conservation as a positive initiative for customers and the Company. 
Extensive training took place with all customer contact staff regarding the ETO's new role in delivering 

11 Cascade's 2008 IRP, page 28. 
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conservation programs, the content of the programs, and how customers can take advantage of them. In this 
regard, it is clear that decoupling succeeded in eliminating the corporate barriers to Cascade's active 
promotion of conservation. 

Another outcome of decoupling that Black & Veatch investigated was the existence of any positive 
expressions from Company management and staff concerning the elimination of disincentives to conservation 
behaviors, and acknowledgements of support for such programs. 

4.2.1 Marketing and Outreach Levels 
Based on our Company and stakeholder interviews, it appears there is wide concurrence that decoupling as a 
cost recovery mechanism has had a positive effect on eliminating the Company's disincentive for encouraging 
conservation behavior. One would therefore expect that marketing and outreach for programs would increase, 
resulting in increased levels of customer participation. One way to gauge this is to look at spending levels 
during the two time periods. Cascade does not disaggregate its conservation budgets into categories for 
marketing and outreach, and was thus unable to provide data on the amount of funds expended on 
conservation program marketing and outreach before and after the implementation of decoupling. However, 
interviews with Cascade management and staff personnel, and the range and content of print materials 
reviewed, supports the conclusion that the number, frequency, and content of marketing and outreach had 
increased significantly after the implementation of decoupling. The participation numbers show that the 
messages and outreach by Cascade in collaboration with the ETO are working to increase participation levels 
among both the Company's residential and C/I customers. 

Cascade representatives repotted that the Company did limited advertising prior to the implementation of 
decoupling with the exception of bill stuffers focused on the existing customer base (i.e., not load growth 
oriented). The Company did have some communications with appliance dealers regarding conversions and 
new customers to encourage they utilized Cascade's conservation programs. 

The Company eliminated its Marketing Department in 2005 as pa11 of a reduction in its staffing levels. The 
Company was experiencing significant growth and believed that additional marketing was not required. "You 
are better off with direct use, (gas heat, etc.)" was the tag line for one campaign, but the Company also 
recommended that customers choose high-efficiency units. 

Company messaging in 2004 and 2005 showed higher dollars for equipment rebates. It also revolved more 
around savings and keeping the home warm whereas some later messaging encouraged people to make other 
improvements (e.g., insulation versus new water heater), to "go tankless", or to track their energy usage on
line. Messages since 2006 were more focused on the ETO programs and were produced largely in 
collaboration between Cascade and the ETO. 

Company information was provided to Black & Veatch that lists 53 separate marketing collaborations that 
took place from July 2006 to December 2009 between Cascade and the ETO promoting conservation 
messages and programs. The level of post-decoupling communications is clearly significant and covers a 
wide range of programs, educational materials, contests, and other communications related to conservation 
activity. 

No evaluation has been done by the Company or was provided to Black & Veatch regarding the effects of the 
conservation education and marketing initiatives on customer actions taken or behavioral changes. 
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Even though Cascade was removed from having direct responsibility for program implementation, the 
Company clearly has aggressively promoted conservation programs, trained internal staff, and directed 
customers to the ETO. However, in spite of the high degree of collaboration on print and other media, a few 
concerns were expressed by Company representatives about the ETO's outreach efforts, including: 

• The effectiveness of the ETO's outreach efforts within Company's rural service territory still needs to 
be improved. 

• The ETO has only recently developed a substantive trade ally program in Cascade's service area. 
ETO representatives stated that they expect that significant increases in savings among Cascade's 
customers will occur in the next couple of years, now that a more significant contractor network has 
been established in eastern Oregon. 

• The ETO offered slightly different conservation programs to Cascade's customers than what had been 
available from Cascade. 

• The ETO's programs did not adequately address the small manufacturing sector that dominates 
Cascade's C/1 customer base. 

• Sponsoring utilities, including CNGC, continue to push for more influence on the ETO's programs 
and marketing effo11s. 

• The Company is concerned with the ETO's decreased focus on equipment rebates in favor of 
behavioral programs (e.g., the ETO is reducing its furnace rebate program to focus only on limited 
income and multi-family residences) because, according to Company representatives, the ETO 
believes that portions of the market for these types of programs is saturated. The Company does not 
believe that this is the case in its service area given the ETO's historical focus on urban areas. The 
Company would prefer that the ETO remain focused on equipment rebate programs because it 
believes that the therm savings from these programs are more reliable. 

• The Company also noted frustration over the fact that it cannot obtain information from the ETO 
regarding which of Cascade's customer have participated in the ETO's conservation programs, and 
which programs they have participated in, in large pai1 due to problems with accessing data from the 
ETO's data base. ETO representatives expressed similar frustrations and noted that efforts are 
underway between the ETO, utilities, and the Commission to address deficiencies in the current data 
sharing procedures. 

Cascade has actively monitored ETO's delivery of services to its customers and reports having participated in 
forums, as well as communicating directly with the ETO about its concerns over ETO's lack of adequate 
attention to its more rural eastern Oregon customer base with programs that are tailored to the Company's 
customers. Similarly, the ETO had lagged in its training and recruiting of contractors in the eastern po11ion of 
Oregon, and in its development and delivery of programs relevant to Cascade's smaller manufacturing 
customers, as its existing C/1 programs are more targeted to urban commercial customers. 

ETO's Oregon Residential Customer Awareness and Perceptions Survey acknowledged some of these 
findings regarding the lack of effective marketing and outreach to eastern Oregon region customers, which 
includes Cascade's service territory. A recommendation was made in the report that the ETO better target 
these customers, who were generally characterized as "less receptive to energy efficiency," with messages by 
"increasing their awareness of the benefits of taking energy efficiency actions and by targeting low-cost/no
cost actions that could have immediate effects" (i.e., the value proposition versus the green proposition which 
is more popular in the urban centers). Cascade representatives reported that the Company continues to work 

Black & Veatch 4-12 April 2010 



CNG/305 
Parvinen/Page 46 of 59

SECTION 4 

OBSERVATIONS REGARDING IMPACT 
OF DECOUPLING MECHANISM ON 

CONSERVATION ACTIVITIES 
C1\SC/\fJr NATURAL GAS COl~PORAI ION 

F\/ALUA rlON Or: ORl:GON OECOUPLING MECI IANISM 

with the ETO at addressing these needs, which is further evidence of the Company's more aggressive attitude 
at encouraging conservation activity. 

4.2.2 Organizational Changes 
According to Cascade representatives, the Company did not have a conservation-dedicated staff position prior 
to the implementation of decoupling. Two staff members in its Rate Group shared the conservation activities 
as part of the Group's other duties. The Rate and Conservation Analyst position is now a dedicated position. 

The Company created a Conservation Department in 2006. Effo1ts in this regard started even before the 
Company received regulatory approval of its decoupling mechanism. The Company knew that conservation 
was going to require a greater internal focus, but also knew that it would not be adding a significant number 
of staff since the ETO was taking over the administration of its programs. The Company also has customer 
relations and field facilitation people who support its conservation programs. 

A Rate Conservation Analyst was added to the Conservation Department in January 2007 and the Company's 
original low income program manager was transferred and became Manager of the Conservation Department 
in June 2008. Today, there are three staff members in the Company's Conservation Department: 
Conservation Director, Conservation Administrator, and Low Income Conservation Administrator. 

Related to this issue is the Company's acquisition by MDU, which was noted by some stakeholders as having 
more influence on the Company's culture than the existence of its decoupling mechanism. One stakeholder 
noted that the Company has become more risk averse, which affects the ability of the ETO to target specific 
customers due to privacy concerns. The other factor regarding organization noted by one stakeholder is the 
need for better clarity regarding decision making within the Company, and which decisions can be made 
locally versus seeking approval from the parent company. 

4.2.3 Employee Attitudes 
The effect of decoupling on Cascade as a company differs from its effect on customers in two ways. For 
customers, the effect is indirect and clouded by the effect of the ETO taking over program delivery. For 
Cascade' employees, the effect is direct because they were specifically made aware of decoupling and its 
benefits to the Company. So while the positive responses of customers to conservation efforts cannot be 
directly credited to decoupling or separated out from the switch to the ETO, the reaction of employees to 
decoupling is distinct from the switch to the ETO. 

Decoupling clearly has had a direct and positive effect on Cascade's embracing of conservation as evidenced 
by the involvement and messages of employees from senior management as well as Company staff. The 
staffs understanding and suppo1t of conservation is apparent and consistent based on the evidence we have 
collected. The effect of decoupling on the Company's actions and attitudes is evident in interviews with 
Company staff, and confirmed in interviews with stakeholders. 

Company management personnel stated that the task of ramping up to deliver more conservation programs 
was daunting given the limited staffing and experience of the Company, so the transfer of program 
responsibility to the ETO was seen as a welcome and logical decision. The ETO's extensive experience and 
existing suite of program offerings were also mentioned as positive reasons to transfer the programs to the 
ETO. 
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Company representatives did state, however, that they have a concern that Cascade's customers have been 
underserved by the ETO. The data show that Cascade's customers, in fact, are participating at the same 
average levels as other utility customers (7 percent average), so this perception was not supported by the data. 
Even so, the ETO survey did identify eastern Oregonians as being less receptive to energy efficiency 
messaging promoted by the ETO to date, and there was an acknowledgement in interviews that more could be 
done. At the same time, Cascade staff members were unanimously supportive of the ETO staff, and indicated 
that their interactions and responsiveness were positive and improving over time. However, there was still a 
Company view that the ETO's experience and focus to date has been on urban and suburban consumers and 
businesses. Interviews with ETO staff confirmed that this was the case originally, but that steps are being 
taken to better address the needs of Cascade and the different characteristics and needs of its customers for 
conservation services. 

4.2.4 Oregon-Focused Conservation-Oriented Organizations Joined by the Company and 
Public Appearances 

Cascade became a member of the following organizations after the approval and implementation of its 
decoupling mechanism: 

• Member of the Oregon Low Income Advisory Committee (member since May 2006) 
• Member of the ETO's Conservation Advisory Council (began participating in November 2006, 

officially joined the Council in 2007) 
• Member of Consortium for Energy Efficiency (member since 2007) 
• Participant in meetings and discussions held by the Oregon Energy Coordinators Association (OECA) 

(par1icipant since 2008) 
• Participant in meetings of the Advisory Committee on Energy (ACE) (participant since 2008) 

In addition to participation in these organizations, Company representatives have made a number of public 
appearances in the past couple of years related to the Company's conservation activities, as shown in 
Table 4-8. In addition to these public appearances, Cascade staff members interact on a regular basis with the 
ETO, given the ETO's role as the implementer of the Company's conservation programs. This interaction 
includes attending regular meetings with ETO staff, participation in the ETO's Conservation Advisory 
Council and Utility Roundtable, and participation in other ETO meetings as appropriate. Additionally, one of 
the three staff members in the Company's Conservation Department is located in Oregon and interacts 
frequently with CA As in addition to the ETO. 
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Public Appearances and Statements Related to Conservation Made by Company Representatives 

Date Public Appearances 

February I 0, 20 I 0 Presentation at Kiwanis in Burlington, Washington to discuss the Company's 
conservation programs and affirmed the Company's commitment to 
conservation. 

February 4, 20 I 0 National DOE webinar, "The Community Energy Challenge in Whatcom 
County, Washington." Affirmed the Company's commitment to conservation 
and strong desire to partner with the energy efficiency community on regional 
events and initiatives encouraging conservation. 

September 26, 2009 Sponsored and provided pro-conservation messaging and public service 
(ongoing) announcement (PSA) in support of the "Greenest House" reality show filmed 

in Bellingham, Washin!:!.ton. 
August 18, 2009 Discussion regarding CNGC's conservation programs and commitment to 

conservation with the Ska!:!.it Council of Governments, Washington. 
April 22, 2009 Presentation on CIP and low-cost, no-cost conservation measures to Lockheed 

Martin staff residing near Bremerton Naval Base, Washington. 
October 2008 Participated in Purchased Gas Adjustment meeting in Salem Oregon, which 

included a discussion regarding the Company's conservation programs. 
July 2008 Participated in Natural Gas Outlook public meeting in Salem, Oregon, and the 

Company encouraged customers to take advantage of conservation programs 
to reduce the impact of the anticipated increase in gas costs. 

June 2008 Presented at WAP conference to affirm Company's commitment to LI-W AP 
and conservation. 

4.3 ETO Delivery of Programs 
As noted earlier, the ETO assumed responsibility for the delivery of Cascade's conservation programs in 
May 2006. ETO's 20 IO budget includes a significant increase for Cascade's service area according to 
information obtained during Black & Veatch's interview with ETO representatives, reflecting an increase in 
its plans to address issues cited elsewhere in this report. The ETO representatives interviewed stated that this 
budget increase will result in savings more commensurate with the level of the Company's funding of 
conservation programs. 

During Black & Veatch's interviews with Company and stakeholder representatives, we received both 
positive and negative comments regarding the ETO's conservation efforts. First, the positive comments 
focused on the ETO's experience in delivering conservation programs, and the fact that they had existing 
programs in place that could be quickly transferred to Cascade. This approach of having Cascade uti lize a 
statewide program implementation agency addresses the fact that Cascade is small and limited in staff 
resources. One stakeholder stated that Cascade's decision to use the ETO to deliver conservation programs 
has allowed it to leverage its offerings in terms of programs offered, delivery mechanisms used, and best 
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practices. 12 Another stakeholder noted that the ETO's delivery of conservation programs, on behalf of 
Cascade, is much more cost-effective than the Company attempting to implement conservation programs on 
its own, given that: 1) ETO has established a successful track record; 2) it is able to provide both electric and 
natural gas programs at the same time; and 3) ETO is able to provide programs and a level of sophistication 
that CNGC cannot provide due to its size. 

The negative comments relate primarily to limitations in the ETO's outreach effo1ts within the Company's 
service territory to date, its governance structure and responsiveness to gas company needs, and its branding 
being seen at times as competing with its utility sponsors. 

The following observations can be made concerning the transition to the ETO's programs based on Black & 
Veatch's interviews: 

I. The Cascade and ETO rebate levels were different in many cases, with the ETO's current rebates 
being generally lower than those that had been offered by Cascade. 13 Cascade indicated it covered 
the higher rebate payments through a transition phase so as to maintain customer satisfaction. 

2. Cascade's low income and weatherization programs delivered through CAAs were fully funded and 
provided comprehensive weatherization services to low income customers on behalf of the Company 
at no cost to paiticipants. Cascade also provided insulation rebates to other residential customers. 
ETO's comparable programs provide rebates for specific measures and equipment instead and thus 
may result in customers having to cover the balance of project costs. 

3. Cascade has offered programs to its C/1 customers since November 2005, but there was minimal 
customer participation prior to the transfer to the ETO in 2006. The ETO programs represent a 
continued focus by the Company on ensuring that conservation options are available for its C/1 
customers. 

In addition to the ETO programs, Cascade's customers may also be able to paiticipate in other conservation 
programs offered by their electric service providers, the State of Oregon, or federal agencies. These programs 
are listed in Appendix E. While Black & Veatch has no program records related to participation by Cascade's 
customers in these programs, questions on the customer surveys provided some information about the types 
and sponsorship of programs customers have participated in during the evaluation period. 

There are no utility representatives on the ETO Board. Company representatives do not believe that the ETO 
views itself as an implementation vendor to the utilities, and the contract does not adequately protect utility 
interests when compared to contracts that would be more typical of an implementation vendor delivering 
programs for a utility. The struggle that the utilities have had in obtaining any level of participation at the 
ETO Board level is significant. The ETO was created by the State Legislature and the electric utilities, but 
was joined voluntarily at a later time by the gas companies. Thus, while it is generally perceived as a positive 

12 It should be noted that Cascade is obligated to use a third-party implementer for its programs, but it does not have to 
use the ETO. The decision by Cascade to participate in the ETO's programs was considered as the most advantageous 
for the Company at the time. 
13 Company interview: "Equipment rebate programs and rebate levels were somewhat different (e.g., ETO's levels were 
lower and efficiency levels were higher). The Company did not want customers to be caught in the middle. The ETO 
took over after July I, 2006, but Cascade processed its higher customer rebates for about three months after that." 

Black & Veatch 4-16 April 2010 



CNG/305 
Parvinen/Page 50 of 59

SECTION 4 

OBSERVATIONS REGARDING IMP ACT 
OF DECOUPLING MECHANISM ON 

CONSERVATION ACTIVITIES 
CASCADE NA ruR,\I. G1\S CORPORATION 

l·VAI lJJ\TION OF Ol<EGON lll:COUPLING MECHANISM 

opportunity for Cascade to have programs delivered on a cost-effective basis to its customers, there remain 
issues concerning the relationship and value of service rendered by the ETO. 

One stakeholder stated that there could be better communication between the ETO and the utilities, and noted 
that the Utility Roundtable that is being implemented is one approach to improving communications. This 
stakeholder further stated that the ETO should offer more gas programs and it should have a better 
understanding of what is occurring in the gas commodity market, noting that gas utilities are more directly 
impacted by commodity prices than are electric utilities. 

Cascade has also been concerned recently about the ETO's promotion of its own brand rather than 
acknowledging Cascade as a sponsor. Even so, Cascade indicated that its staff works well with the ETO staff, 
and have worked with them prior to the ETO taking over the Company's conservation programs. The 
Company is able to express its concerns about receiving an adequate return on the Company's investment in 
the ETO and that it may not be receiving full value (e.g., trade ally trainings not being convenient to the 
Cascade service territory). C/1 vendors may be more aware of opportunities than residential trade allies since 
they serve a larger market and can more easily access the ETO training programs. 

Another issue regarding the ETO efforts relates to a lack of attention to small manufacturing customers, who 
predominate in Cascade's industrial sector. The Company's industrial sales customers are eligible to 
participate in programs delivered by the ETO due to former equity issues. The ETO always was supposed to 
focus on industrial sales customers, but it was expressed by Company representatives that it has not clone so 
for either Cascade or NWNG. ETO representatives indicated that the ETO has plans to increase its focus on 
industrial customers over the next few years to rectify this situation. 

4.4 Potential Additional Programs 
According to Black & Veatch's interviews with ETO staff, the ETO expects that significant increases in 
savings among Cascade's customers will occur in the next few years, now that a more significant contractor 
network has been established in eastern Oregon. 

Cascade's 2008 IRP refers to a conservation potential analysis that estimates the technical potential associated 
with cost-effective conservation measures to be approximately 24 million therms in Oregon over the IRP's 
20-year planning horizon. The shrdy points to a list of measures that all show reasonable $/therm savings 
potential, when evaluated on a levelized basis. The conservation measures listed as being the most cost
effective include: (Cascade's 2008 IRP, Table 5-3, page 35) 

• Residential Measures 
o AFUE 90 to hydrocoil combo, Z I and Z2 
o Tank upgrade (50 gallon gas) high-efficiency alternative and new 
o Adding wall insulation 
o Heating upgrade (AFUE 90) 

• C/1 Measures 
o High-efficiency cooking equipment (new and replacement) 

These measures were shown to have the most favorable levelized cost per therm and were all below 
$0.20/therm installed. 
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The Company's IRP further identifies areas for future consideration that include the impacts associated with 
modifications to building codes together with the cost-effectiveness of newer technologies, such as the next 
generation of high-efficiency water heaters (0.70 efficiency factor) and high-efficiency hybrid heat pumps. 
The applicability of these measures within Cascade's service tenitory will be analyzed for potential future 
incorporation into the Company's conservation program filings. 

Aside from which specific measures are feasible, the participation data suggest that the ETO should focus 
more attention on achieving more comprehensive savings per participant in the residential sector. The level 
of savings per household participant since the ETO took over suggests that there is significantly more that can 
be done to achieve higher therm savings per household, at least back to the levels achieved by Cascade prior 
to 2006. Thus a refocus on comprehensive delivery and less focus on distribution of energy kits would seem 
called for based on the data. 

In terms of new potential conservation initiatives, ETO representatives reported that they would like to see 
Cascade increase its on-bill financing program to include a level of payment that is linked to energy savings. 
While the electric utilities are required to do this, it is optional for gas utilities. The ETO would also like to 
increase the leveraging of Cascade's key account management and government affairs personnel to obtain 
greater exposure to community groups for conservation outreach purposes. Finally, the ETO would like to 
increase the number of jointly sponsored presentations made to the community by its staff and Cascade's 
staff. 

The industry experience with on-bill financing programs is mixed. However, other tools do exist that may 
provide useful information to Cascade customers to help them save energy as well as direct them to existing 
programs. For example, on-line energy audits and comparative bill products, such as those that provide a 
customer's consumption data compared to a control group of neighbors' performance, are all gaining 
popularity as tools to help encourage behavioral changes as well as better direct customers to programs. 

The question was posed, "Will decoupling help encourage the continuation of conservation efforts regardless 
of the fluctuations in the cost of gas?" This evaluation produced no evidence to be able to address this 
question, as it is speculative. The continuation of Company-sponsored conservation efforts is a matter of 
regulatory and legislative directive in Oregon at this time and is not associated with the price of energy. That 
being said, the relationship between the cost of gas and customer conservation efforts is being investigated by 
Cascade. The Company's 2008 IRP indicates that the "Company continues to explore the incorporation of 
price elasticity in its future forecasts of demand. The integration of this variable in future demand forecasting 
models will be dependent upon the practicality of its application and significance of its effect." (Cascade's 
2008 IRP, p. 82) 

4.5 Additional Information Based on Customer Survey Responses 
This subsection provides additional information collected from the residential and C/1 customer surveys 
conducted by Black & Veatch as pait of this evaluation dealing with topics other than participation levels and 
customer awareness of the Company's conservation programs. 

4.5.1 Number of Conservation Programs Offered and Potential Savings 
As shown in Table 4-9, there is positive agreement among the Company's residential and C/I customers that 
more conservation programs are available than was the case four years ago, and that participation in these 
programs would help reduce natural gas bills. However, other survey statements received mixed results from 
customers indicating that messages are either not being communicated adequately or are not accepted by these 
groups. 
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Customer Survey Results-Number of Conservation Programs Offered 
and Potential Savings 

On a scale of I to 5 where I = "Completely Disagree" and 5 = "Completely Agree," 
please rate your level of agreement with lhe following statements 

Residential C/1 
Responses Responses 

Cascade Natural Gas makes it easier for me to implement 2.93 2.91 
conservation measures in my home/business. 

I am penalized for or get 110 benefit from implementing energy 2.30 2.71 
efficiency improvements in my home/business. 

The upfront cost of installing energy efficiency improvements 2.95 3. 10 
outweighs the benefits. 

Participating in Cascade Natural Gas-sponsored energy 3.50 3.57 
efficiency programs will help lower my natural gas bill. 

Participating in Cascade Natural Gas-sponsored energy 3.61 3.64 
efficiency programs can help lower my natural gas usage and 
lower the amount ofmy natural gas bill. 

I would pay more for a higher efficiency natural gas appliance 3.21 2.95 
(equipment). 

I have seen an increase in advertising about natural gas 2.93 3.80 
conservation compared to four years ago. 

ll1erc arc more programs available to help me reduce natural gas 3.50 3.62 
usage in my home compared to four years ago. 

4.5.2 Impact on Customer Service Ratings 
According to satisfaction reports provided by Cascade, residential customer satisfaction levels decreased from 
4.5 in 2006 to 4.4 in 2007. Overall customer service ratings increased and then remained the same between 
2008 and 2009. Both years had targeted goals of 4.5 on a 5 point scale of satisfaction. The cumulative 
average for all questions over the course of both years was 4.61. 

Black & Veatch's customer surveys asked about customers' perceptions regarding the quality of service 
received from Cascade post decoupling, and satisfaction with Cascade. The results, shown in Table 4-10, 
indicate that the majority of customers believe that quality of service has remained the same, but 15 percent of 
the Company's residential customers and 17 percent of its C/1 customers believe it has improved either 
slightly or significantly. Mean satisfaction scores are also quite positive at 8.05 and 7.72 (on a ten point 
scale), for residential and C/1 customers, respectively. There was no statistically significant difference in the 
reported level of customer satisfaction between participants and non-pat1icipants. 
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CASCADE NATURAL GAS CORPORATION 
EVALUATION OF OHEGON OECOUPLING MECHANISM 

Customer Survey Results - Quality of Service 

"Since 2006, do you think the quality of service from Cascade Natural Gas has improved 
significantly, slightly improved, remained the same or gotten worse?" 

Residential C/1 Responses 
Responses (%) (%) 

Improved significantly 5.9% 3.0% 

Improved slightly 8.9% 14.0% 

Remained the same 81.7% 78.0% 

Gotten worse 3.5% 5.0% 

"How satisfied are you with the service you receive rrom Cascade Natural Gas?" 

Mean Score Mean Score 

Mean score on 11 10 point scale with 10 = Very satisfied 8.0 7.7 

4.5.3 Motivations for Conserving or Choosing Natural Gas 
There is no evidence to suggest that the Company's decoupling mechanism has had any direct effect on 
customer motivations to either use or conserve natural gas, although it has clearly reduced the Company's 
disincentive to advance cost-effective conservation programs. Rather, the price of natural gas and the weather 
appear to be key motivators of customers' gas usage. The customer surveys asked respondents about the level 
of importance of various factors in encouraging conservation behaviors and gas usage; Figures 4-4 and 4-5 
show the results. 

Black & Veatch 

Figure 4-4 
Customer Survey Results - Factors That Impact Amount of 

Gas Used by Residential Customers 

Factors that Impact Amount of Natural Gas Used 1 = "not at 
all Important"; 10 = "Very Important" 
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CASCADE NA I URAL Gt\S CORPORATION 
l:VAI.UATIOM OF Ol1EGON DECOUPI ING MECHAl,JISM 

Customer Survey Results- Factors That Impact Amount 
of Gas Used by C/I Customers 

Factors that Impact Amount of Natural Gas Used 1 = "ni t at 
all Important"; 10 = "Very Important" 

The avallablllty of 
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conservation 
programs 
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environment 
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The price of natural 
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gas 
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4.5.4 Sales of Energy Efficient Appliances 
Black & Veatch's evaluation did not include obtaining sales data in the Company's service area related 
efficient appliances. Data on participation in appliance programs discussed earlier provides an indication of 
high-efficiency appliance purchases before and after the implementation of decoupling. In addition, 
customers responding to the survey indicated their fuhll'e intentions regarding taking conservation actions. 
Respondents were also asked to indicate their intentions to participate in conservation programs in the future, 
several of which include the purchase of high efficient gas appliances. The answers are summarized in 
Figure 4-6 below. 
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Figure 4-6 
Customer Survey Results- Likelihood of Participating in Residential Programs 

On a Scale of 1 to 10 Where l="Ve,y Unlikely" and 10 = "Ve,y 
Likely", how Likely are you to Pa11ici11ate in any of the FoUoning 

Programs for your Home? 
1 

High Efficiency Dishwasher Rebate 

High Efficiency Gas Fireplace Rebate 
_____ .,.2.91 

Home Comfort Package •------113.41 
~ 

High Efficiency Clothes Washer 

Rebate .-------113,43 

Free Home Energy Analyzer 
._ ________ _,.3.93 ■ Mean Likelihood of Participation 

High Efficiency Gas Furnace Rebate ----------4 

Natura I Gas Water Heater Rebate 4.24 

0 1 2 3 4 5 

These findings in Figure 4-6 show that, on average, respondents are most interested in natural gas water 
heater upgrades but that, in all cases, the mean likelihood of pa11icipation fell below a score of 5, which would 
be neutral. This suggests that Cascade's customers are on balance relatively conservative in their intentions 
toward conservation investments, as compared to their more urban counterpat1s based on a review of other 
surveys. 

4.6 Conclusions 
Black & Veatch reviewed qualitative and quantitative data from interviews and program records to determine 
if there have been higher levels of program awareness and program participation since the implementation of 
the Company's decoupling mechanism, and higher levels of therm savings per pa11icipant. Most of those 
interviewed in this evaluation felt that customer conservation activity had increased since the decoupling pilot 
was implemented. These anecdotal responses are supported by the data provided to Black & Veatch. Based 
on a review of the available data on CNGC customer participation rates, it is clear that participation levels 
increased significantly during the time after the decoupling mechanism was implemented, suggesting that this 
ratemaking solution has had a measurable effect on participation in conservation programs by Cascade's 
customers. 

Of the 202 CNGC residential customers surveyed, IO percent report having participated in natural gas 
conservation programs. For the non-residential sector, of the I 00 customers surveyed, the participation rate 
was repo11ed at 12 percent (e.g., HVAC and insulation rebates). 
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Survey results indicate that customer awareness remains quite low among both segments of population served 
by Cascade (i.e., households and businesses), confirming concerns on the part of Cascade that the ETO's 
marketing and outreach efforts to date have not been sufficient. 

Participation in conservation programs by Cascade's residential customers steadily increased during the 
evaluation period. The C/1 data do not show as clear a pattern, as no programs were available to this sector 
prior to decoupling, and the data do not show an increasing trend. Jn total, conservation activity has 
increased, coincident with the advent of decoupling in the Company's service area. Consistent with the 
increase in Cascade customer participation in conservation programs, the Company's conservation-related 
expenditures have increased during the evaluation period. As conservation results in lower energy usage, the 
increased savings resulting from the Company's conservation programs have a direct positive impact on the 
environment. 

Total therm savings has increased significantly during the evaluation period, although savings per participant 
levels have decreased and total savings have fallen short of the targets established in the Company's 2008 IRP 
although the total savings in 2009 were approximately 88 percent higher than in 2008. The short-fall in 2009 
is most likely the result of the economic downturn resulting in customers not having the available funds to 
spend on discretionary measures. Other factors, such as code changes and the impact of the recession on new 
construction may also be responsible for lower customer patiicipation. Futihennore, the amount of therms 
saved per patiicipant among the low income sector dropped in half between 2006 and 2007, and has remained 
at that level ever since. It should be noted that the Company began using the deemed savings approach to 
estimating savings in 2006, similar to the methodology used in NWNG's conservation programs, whereas 
prior estimates were taken from REM/Rate audit results. This change in estimating methodology may have 
also impacted the level of repo1ied savings. 

Black & Veatch also examined whether decoupling has led to higher levels of spending by the Company on 
marketing and outreach to customers, more messages and educational materials for customers related to the 
benefits of conservation, and processes put into place to facilitate customers' participation in programs. This 
outcome is documented above as having indeed occurred. However, in spite of the high degree of 
collaboration between the Company and the ETO on print and other media, a few concerns were expressed by 
the Company about the effectiveness of the ETO's outreach effo1is. 

Prior to the implementation of the decoupling mechanism, the Company did not have a conservation
dedicated staff position. Since then, the Company created a Conservation Department in 2006. Today, there 
are three staff members in the Company's Conservation Department including its Director. 

Decoupling clearly has had a direct and positive effect on Cascade's embracing of conservation as evidenced 
by the involvement and messages of employees from senior management as well as Company staff. The 
staffs understanding and support of conservation is apparent and consistent based on the evidence we have 
collected. Furthermore, since the implementation of the decoupling mechanism, the Company has joined and 
participates in a number of conservation-oriented organizations. 

During Black & Veatch's interviews with Company and stakeholder representatives, we received both 
positive and negative comments regarding the ETO's conservation efforts. First, the positive comments 
focused on the ETO's experience and cost-effectiveness in delivering its programs, and the fact that they have 
existing programs in place that could be quickly transferred to Cascade. This approach of having Cascade 
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utilize a statewide program implementation agency addresses the fact that Cascade is small and limited in 
staffing resources . The negative comments relate primarily to limitations in the ETO's outreach effo11s within 
the Company's service territo1y to date, its governance structure and responsiveness to gas company needs. 

Cascade's 2008 IRP refers to a conservation potential analysis that indicates that over the IRP's 20-year 
planning horizon the technical potential associated with cost-effective conservation measures to be 
approximately 24 million therms in Oregon. As a result, significant additional conservation potential exists in 
the Company's Oregon service territory. 

According to reports provided by Cascade, residential customer satisfaction levels decreased from 4.5 in 2006 
to 4.4 in 2007. Overall customer service ratings increased and then remained the same between 2008 and 
2009. Black & Veatch's customer surveys asked about customers' perceptions regarding the quality of 
service received from Cascade post decoupling indicate that the majority of customers believe that quality of 
service has remained the same, but 15 percent of the Company's residential customers and 17 percent of its 
C/I customers believe it has improved either slightly or significantly. There was no statistically significant 
difference in the reported level of customer satisfaction between participants and non-participants. 
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5.0 RECOMMENDATIONS 

The purpose of this section is to provide Black & Veatch's recommendations resulting from its evaluation. 

5.1 Decoupling Mechanism Structure 
1. The Company's decoupling mechanism should be made permanent. Furthermore, the decoupling rate 

adjustments should continue to apply only to the Company's residential and general service rates
where there is both significant heat sensitive load and the availability of targeted conservation 
programs. At the same time, some potential modifications to the Company's decoupling mechanism, 
as described below, should be considered for implementation in the Company's next rate case filing. 

2. Review and revise the use per HDD factors utilized in the Company's weather normalization 
equations and factors in its next rate case. Given the impact of conservation programs, natural gas 
appliance replacements, differential growth rates by sub-area of the Company's service territory, and 
the changing mix of customers, Black & Veatch believes that it is appropriate to recalibrate the 
Company's weather normalization models. As discussed in Section 3, the above factors can over 
time impact the manner in which weather affects the level of adjustments to customers' actual gas 
usage. 

3. Eliminate the use of unbilled volumes in the monthly decoupling adjustment calculations since there 
is no demonstrated need to have such an adjustment reflected in CNGC's decoupling mechanism. 

4. Analyze the Company's Rate 104 class to determine if splitting the class based on meter size and type 
(or other reasonable basis) would result in two or more sub-groups that exhibit more homogeneous 
load and cost characteristics. For the small commercial class of customers, it may be useful to divide 
the current class to more accurately analyze weather and conservation impacts. Currently, the class 
encompasses a broad range of customers that tend to impact average use differently. It is also 
reasonable to expect that the load characteristics of some of the larger customers differ from those of 
the typical or average customer. By segregating the commercial class into two sub-groups based on 
size, the marginal weather impacts may differ with smaller customers exhibiting characteristics 
similar to residential customers, and larger customers within the commercial class having their own 
load characteristics. For some utilities, rates do not distinguish between residential and small 
commercial customers. Rather, the small general service class includes both residential and 
commercial customers up to an annual usage threshold. The potential for improving the accuracy of 
weather and conservation information of by splitting the commercial class in this manner should be 
further evaluated. 

5. An important issue in the operation of any utility revenue decoupling mechanism relates to the timing 
of the revenue adjustments necessary to recover the utility's fixed costs. Under the Company's 
decoupling mechanism, all lost revenues are deferred for recovery in the subsequent year's rates. The 
deferral and recovery aspect of the Company's CAP adjustments should, at a minimum, consider the 
real-time recovery of the weather adjustment component. Under real-time recovery, the weather 
component of the CAP adjustment would be added to each cycle bill. There are several advantages 
for both customers and the Company from this approach. When weather is colder than normal, the 
weather adjustment component helps reduce customer bills by partially offsetting the greater level of 
purchased gas costs associated with customers' higher gas usage. During warmer than normal cycles, 
customers pay slightly more for fixed delivery service, but have lower overall bills because of gas 
cost savings. The net result is the creation of more stable bills for consumers. The use of a real-time 
adjustment also eliminates issues of cross-subsidy because each customer is assessed a rate 
adjustment for the variation in revenues caused by the weather at approximately the same time at 
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which the variation occurred. When the weather adjustment is deferred for an extended period of 
time, future customers are assessed rate adjustments that reflect past revenue variations. As a result, 
there is a potential to exacerbate winter bills when a colder than normal season follows a warmer than 
normal season. In addition, given the weather differences for the three sub-areas of the CNGC 
service area, there is a possibility of cross-subsidy between areas with the deferral account that does 
not exist for real-time weather adjustments. 

6. Consider other decoupling methods that reduce the impact on customers below the poverty level and 
target these customers for conservation programs designed to reduce average use per customer. 

7. Consider the possible adoption ofSFV rates as an alternative ratemaking method to achieve revenue 
decoupling for the Company. Th.is ratemaking approach has been adopted in some states and is 
simple, cost-based, economically-efficient, and does not create any intra-class subsidies. 

5.2 Conservation Programs 
I. Although participation levels are high and increasing, the extent of awareness of the role of Cascade 

in the promotion of conservation remains low among residential customers. 

2. Further, the next ETO Oregon Residential Awareness and Perception Study should sample by utility 
to achieve 95 percent/± IO percent rather than at the regional level, so that accurate findings by utility 
sponsor can be obtained. The data should also then be reported by utility sponsor so that the ETO and 
the sponsors can determine whether their customers are being adequately served. Although ETO staff 
question the cost-effectiveness of increasing the number of awareness survey participants in 
Cascade' s se1vice territory, and has raised issues regarding the value of using awareness surveys as an 
indicator of participation or satisfaction with participation, Black & Veatch believes that such surveys 
remain a widely accepted evaluation tool and that a larger sample size would provide data for the 
Company' s service territory at the same level of precision as other sponsoring utilities. 

3. The ETO's mailing of energy kits to the Company's customers drove the average residential therm 
savings numbers per patiicipant down in 2009. Black & Veatch believes that the ETO should refocus 
its effo1is of delivering programs that generate higher savings impacts per participant. 

4. The ETO's recommendation that its furnace replacement program be refocused because portions of 
the market have been saturated is not relevant to Cascade, which has significant additional furnace
related conservation potential within its service area. Black & Veatch believes that the ETO's 
furnace rebate program should continue to be offered to all Cascade's residential customers. 

5. Behavior-based programs are a new trend in the conservation community. While there are several 
promising new tools (e.g., on-line audits, bill disaggregation, etc.), this next generation of programs 
may be more relevant for highly energy efficient market segments such as other areas that are being 
served by the ETO (i.e., the Portland area). It would be of considerable concern if behavior-based 
programs were to replace or even dominate the po1ifolio in Cascade's service territory given the 
remaining opportunities for equipment-based and comprehensive weatherization programs. 
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Line 2 months ended 12 months ended 12 months ended 12 months ended 12 months ended 12 months ended 12 months ended 12 months ended 12 months ended 6 months ended
No. Jun-06 Jun-07 Jun-08 Jun-09 Jun-10 Jun-11 Jun-12 Jun-13 Jun-14 Dec-14 Total

(a) (b) ( c ) (d) ( e ) (f) (g) (h) (i) (j) (k)

1 Weather $47,921.79 $285,601.09 ($745,702.09) ($1,881.58) $641,460.16 ($699,275.63) ($192,181.51) $467,350.81 ($293,200.09) $406,640.75 ($83,266.30)

2 Conservation ($9,459.87) $487,228.38 ($444,898.95) $237,924.68 ($1,149,126.76) $196,654.92 ($612,472.32) ($423,012.85) ($1,518,083.05) ($205,316.84) ($3,440,562.66)

3 Total $38,461.92 $772,829.47 ($1,190,601.04) $236,043.10 ($507,666.60) ($502,620.71) ($804,653.83) $44,337.96 ($1,811,283.14) $201,323.91 ($3,523,828.96)

4 CAP Base Adjustment (adjusted during PGA) $1,013,535.00 $340,427.00 $39,220.00 $316,024.00 $252,212.00 ($3,930.00) $1,957,488.00

5 Overall Change to Customers ($1,566,340.96)

Cascade Natural Gas
Summary of Decoupling Mechanism
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A I B !CID E FIGIHIIIJ KILIM1N 

~ CASCADE NATURAL GAS CORPORATION 

,-2! UG 167 CONSERVATION ALLIANCE PLAN 
54 DEFERRED ACCOUNTING DETAILS-TWELVE MONTHS ENDED JUNE 30, 2014 

,22 DESCRIPTION 
56 RATE SCHEDULE CNGOR104: Jul-13 Au<>-13 Sep-13 Oct-13 Nov-13 Oec-13 Jan-14 Feb-14 Mar-14 A"r-14 May-14 Jun-14 

58 Bend {District 41) 
59 Customers CC&B Report: CA1499 Services Summary 6,247 6 231 6 23S 6 293 6 347 6 382 6 399 6 413 6 336 6 381 6 362 6 344 
60 Actual DD G;\i;;-~ounting\GA\GASCOST\Degree Oay\2010 NOAA de~ree days backup 20 13 230 663 8S7 1111 935 963 7Zl 581 371 223 
61 Normal DD Fixed - lfcha;;;;;nj Regulatory (Kathie Barnard) will provide numbers 80 96 263 518 804 1 029 1,042 812 791 627 434 193 
62 Dtffer<lnce -Normal OD less actual DD 60 83 33 (1451 153 82) 107 (151) 70 46 63 30) 
63 Coefficient for lh~rm< per OD F1xed - If changing~ulatory (Kathie ~rnard) will ~rovide numbers 0.108447700 0.340259932 0.197697898 0.233616096 0.299398834 0.347753760 0.418329263 0.3-07298424 0.303793070 0.231323889 0.207579567 0.237084345 
64 Weather no1mali2a!lon ad"ustmont :Cu<tomers •difference• coeffident 40 648 175 973 40.677 213 171 100 715 181 988 286 427 297 576 135 802 67 900 83 199 45 122 

...!l. 
66 Baker• Ont (District 43) 
67 Customers CC&B Renort: CA1499 Service< Summary , 377 1 371 1 073 1385 1396 1 40S 1410 1411 '405 1400 1.397 1390 
68 Actual DD G:\DeE!_~Unlin~\GA\GASCOST\Dcgre_e Da.,12010 NOAA de "'" days backup 21 11 231 713 934 l 1216 980 802 644 392 233 
69 Normal DD Fixed - If thanti;;;;-Re ulatorv (Kathie Bamardl will provide numbers 48 80 265 S70 88S 1190 1228 927 822 600 381 159 
70 Dlffer<lnce :Normal DO len actual DD 27 69 34 143 (49) (214) 12 153) 20 (44) (11) (74) 
71 Coefficient for therms per DD Fixed - lfci,al,:;;;·~ Re-=-u1atory jKathie Ba"l:!!!!l will provide numbers 0.22039694 0.54719552 0.22578090 0.21767227 0.27866045 0.37919286 0.39485644 0.38974341 0.32706006 0.23016099 0.16310957 0.15701809 
72 Weather normalization ad"ustment :customers• difference• co,,,fficient 8 194 5 764 10 540 43 111 '19 061 114 012 6 681 29 146 9 190 14 178 2 ~07 16 151 

2l. 
74 Pendleton {District 42\ 
75 Customers cc&B Re-ort: CA1499 Services Summary , 785 1 774 1 788 1 811 '&31 1 °•1 l 849 1 "-'-7 • --4 183-0 1825 1817 
76 Actual DD G:\Dept\Acco~nting\GA\GASCOST\Degree Day\2010 NOAA degree days backup_ 106 491 786 1.07S 924 882 601 412 165 43 
77 Ncnnal DD Fixed - lfchan·in~ulatory (Kathie Barnard) will crcvide numbers 15 23 145 391 705 952 977 722 626 441 226 71 
78 Differcnee ~Normal DD less actual DD 15 23 39 1100) (81) (123 53 (160) 25 29 61 2S 
79 Coefficient for thenns per DO F1xed - If chaQ~ Regul~lory (Kathie Barnard) will_P.roVide numbers 0.21348280 0.28064732 0.2S837334 0.26028764 0.39414395 0.4920]"759 0.49323311 0.38902611 0.33737292 0.21604548 0.13871325 0.10735644 
80 Weather normalization adiu<tment -Customer,• difference• coefficient S 716 114S1 ).8 017 '47 138 158 456 '11' 428 48 335 1114 965 15 469 l' 466 15 442 S 462 

,-!l 
~ Total Oregon 

90 Customers ~Bend+ Baker+ Pendleton cu<lomers 9.409 9,376 9,396 9,489 9,574 9,628 9,658 9,671 9,625 9.611 9,584 9,551 
9! Baseline ecmmoditv ma,1,in cuttomer Baseliile mar In $' ·'_. '.2266'1 e ,-,25_79, '2.7.13 $ 4$,27 AV Xi'T'.'\74.'0CH/C\\j;f,'\')115,23}-\'<{>\'.F-+'l4,:.:011, ' "''+,J!4.'09' Vif,p,Y, c,(67.50\ st?'' ,,,-,,,-846.39',1',-e\f}!'.'\\', ,\'311$4,-,1,-"'1 '+ \j'(;i23i04• 

92 E=ected commodi"' margin -Customers• baseline commodity margin $ 213,207.94 $ 241,807.04 S 254,913.48 $ 429,567.03 S 709,050.44 S 1,109,434.44 $1,361,971.16 $ 813,234.39 $ 650,650.00 $ 445,854.29 S 331,989.76 S 220,055.04 

'3 
94 Actual therms ~cNGOR104 billed therms+/· net unbilled for CNGOR104 763 •-3 1 089 641 , 101995 2 317 177 3 523 7n S 024 705 4 122 749 4 032 200 2 642 789 1,805 820 1159 983 325 

-Actual therms• commercial commodity margin lA3 July throuch Oct 10, Al Nev 
95 Actualcommodll'Vmar•ln 10throu•hJunell) $ 196461.75 $ 2&0419.11 $ 283-598.41 < 596325.SO $ 912280.72 $ 1301247.85 $•n67668.31 S 1.044218.83 S 684403.07 S 467653.21 $ 300361.18 $ 25465L93 

96 Weather normali,ation adjustment -Send+ Baker+ Pendleton weather normalization adiustment 43 l27 239 188 69 234 303 420 '178.232 407 427 34 443 441688 160461 65 187 96 13S r55 811 
~ ~~!her nonnalized thonns ~Amal therms+ Weather normalization adiustment 806 S30 --.----,28 829 1171 29 2 n13 757 3 34S 490 4 617 278 4 464192 3 ,;90 512 2 803 250 1871.007 1255 965 927 515 
.2§_ Weather normall;ed commoditv m~rgin -Weather nonnali2ed therms• commercial commoditv margin (A3) S 207,560.37 $ 341,974.24 $ 301,415.82 $ 518,240.27 $ 866,136.89 $ 1,195,736.40 $1,156,09L92 $ 929,835.00 $ 725,957.53 S 484,534.73 $ 325,257.23 $ 240,198.58 

22 
Margin change due lo we.11her 

+\?R normalitation =Weather normalitation adjustment• commercial commoditv mare in IA3) $ 11,098..61 $ 61,555.13 $ 17,817.40 $ (78,085.23) $ (46,143.83) $ (105,511A6) $ &8,423.61 $ (114,383.84) $ 4l,SS4.46 $ 16,881.53 $ 24,896.0S $ (14,453.35) 

J.(,l_,l .lfil Conserwtlon d<fference-oommercial =EJ<~ected commodity margin less weather normalized commoditv margin $ s 647.57 $ 100 167.20 $ 146 502.34 $ 88 673.24 $ 157 086AS $ '86 3CL96 $ 205 879.24 s 1116 500.61 $ 75 307.53 $ 38 580.44 $ 6 732.S3 ~ 20 143.54 

103 Weather& conserwtlon ~Ma·-in chan-e due to weather normalitation + conservation difference - comm $ 16 746.18 $ '38 612-07 S 128 684.94 $ f166 758..47 $ r203 23-0.28 $ 1191813.42' $ 294 302-85 S 1230 984.4S $ 133 753.07 $ r21 798.91 $ 31 628.58 $ '34596.891 

~ 
105 Monrhl De'e,,.,.1: 
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Post-CAP filing 
R/S 101 0.39393
R/S 104 0.30708

Adjusted Therms
Actual 

Customers
Commodity 

Margin

Baseline Avg 
Commodity 
Margin/cust

Residential Rate Schedule 101
Jan-15 6,279,222 58,276 2,473,573.92$     42.45$           
Feb-15 5,204,359 58,365 2,050,153.14$     35.13$           
Mar-15 4,280,227 58,345 1,686,109.82$     28.90$           
Apr-15 3,069,405 58,219 1,209,130.71$     20.77$           

May-15 1,995,676 58,101 786,156.65$        13.53$           
Jun-15 1,192,714 58,023 469,845.83$        8.10$             
Jul-15 891,898 57,925 351,345.38$        6.07$             

Aug-15 903,157 57,961 355,780.64$        6.14$             
Sep-15 1,307,260 58,265 514,968.93$        8.84$             
Oct-15 2,771,203 58,711 1,091,660.00$     18.59$           

Nov-15 4,821,661 59,250 1,899,396.92$     32.06$           
Dec-15 6,725,246 59,420 2,649,276.16$     44.59$           

Total 39,442,028 700,861 15,537,398.09$   265.15$         

Average 58,405      

Commercial Rate Schedule 104
Jan-15 4,316,841 9,812 224,665.11$        23.85$           
Feb-15 3,534,132 9,819 226,295.66$        24.09$           
Mar-15 2,876,452 9,778 266,729.67$        28.32$           
Apr-15 2,150,029 9,756 462,203.27$        48.65$           

May-15 1,535,037 9,733 831,424.16$        86.62$           
Jun-15 1,059,844 9,708 1,175,561.12$     121.82$         
Jul-15 870,776 9,684 1,117,135.11$     115.55$         

Aug-15 877,972 9,670 915,230.69$        94.60$           
Sep-15 1,039,071 9,688 749,938.63$        77.83$           
Oct-15 1,796,576 9,734 561,448.70$        58.41$           

Nov-15 3,249,697 9,846 401,754.93$        41.89$           
Dec-15 4,599,470 9,859 276,782.69$        28.93$           

Total 27,905,897 117,087 7,209,169.72$     750.56$         
Average 9,757        

Cascade Natural Gas Corporation
Calculation of Baseline Monthly Commodity Margin Per Customer

Based upon Weather Normalized Therm Sales
As Reflected In The 2013 Purchased Gas Adjustment Application

State Of Oregon
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MANAGEMENT APPROVAL FORM 
Final Approval 
Department of Environmental Quality 
Western Region 

Date: /It! If 

REPORT/DOCUMENT TYPE: 
(Attached) 

Record of Decision X ----

C~rtification of Completion __ _ 

Other (Describe) ______ _ 

Please review the attached document which describes a staff recommendation 
regarding an • environmental cleanup activity. The approved preliminary 
recommendation has been advertised for public comment as required by ORS 
465.320. The public comment period has expired. The attached document 
includes a discussion of public comments received (if any) and how those 
comments affected the final recommendation/decision. • 
FINAL APPROVAL: 

Assistant Attorney General (DOJ) 

Section Manager,._ 

Regional Administrator 

Other (Indicate) 

Return completed form to: Seth Sadofsky 
Western Region Environmental Cleanup 

Date 

I/':? ),;;1(? I,;; 
Date~ 

Date 

Date 

DEQ 07-LQ-028 
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RECORD OF DECISION 

FOR 

EUGENE MANUFACTURED GAS PLANT (FORMER) 

EWEB-OWNED PORTION 

700 block ofE 8th Avenue 

Tl7S, R3W, Section 32, Tax Lots 1500 and 1600, Lane County 

EUGENE, OREGON 

ECSI 1723 

Date: January 5, 2014 
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Introduction 

Soil and/or grOlmdwater contamination associated with operation of the Fmmer Manufactured Gas 
Plant (MGP) is present on prope1ty owned by EWEB, property owned by the University of Oregon, 
and the cul-de-sac property located southwest of the EWEB prope1ty (Figure I and 2), This 
Record of Decision (ROD) is specific to the EWEB-owned pmtion of the site (herein Site). The 
EWEB-owned pmtion consists of approximately 1.5-acres and is dominated by a flat paved lot 
located at the 700 block ofE 8th Avenue, in Eugene, Oregon. Most of the contamination is located 
in the vicinity of the historical MGP, which was located on the central p01tion of the Site, within the 
existing EWEB fence line. The Site is located on the so nth bank of the Willamette River in a mixed 
use area neighborhood encompassing commercial, industrial, office, residential, and park land uses. 

This ROD prescribes the remedial action for the Site, which is necessary to meet the Site 
remedial action objectives and protect human health and the environment. The adjacent portions 
on cul-de-sac property and on University of Oregon prope1ty are being addressed in other 
documents. 

Additional information on this Site, including the full StaffRepo1t to which this document refers, 
can be found at the following web site. 

http://www.deq.state.or.us/Webdocs/Forms/Output/FPControiler.asbx?Sourceld=l 723&SourceI 
dType=l l 

Public Process 

A 30-day public comment period on DEQ's recommended remedy was held during September of 
2014, as required by ORS 465.320, Notice was published as a legal ad in the Eugene Register
Guard, in the Secretary of State Bulletin, and on DEQ's web site. A link to this notice on DEQ's 
web site was published through DEQ's GovDelivery service to all who have registered interest in 
receiving Envirnnmental Cleanup notices. A newspaper article about the Site and proposed 
cleanup was published in the Eugene Register-Guard early in the public comment period, and an 
additional article on a related subject mentioned the public comment period. No comments were 
received during this period. 

Summary of Site Investigation Activities 

An initial investigation of soils at the Site took place in 1996, which was followed by 
groundwater investigations in 1998 and other Site work documented in a final Phase I Remedial 
Investigation Report in 2000. A Land and Beneficial Water Use Survey report was completed in 
2000 and the report was supplemented in June 2012. A Human Health Risk Evaluation was 
submitted to DEQ in 2002 with a supplemental Technical Memorandum in 2003. Ecological risk 
was evaluated thrnugh a Level I Ecological Risk Assessment in 1998 and a Level II Ecological 
Risk Assessment in 2009. A Draft Focused Feasibility Study (FFS) proposing remedial action 
alternatives was submitted to DEQ in 2003. and a final FFS was submitted in 2006. An FFS 
Addendum proposing additional remedial action measures for the shoreline area was completed 
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in 2011. A full discussion of the results of these investigations and relevant data is presented in 

the Staff Report along with full citations, 

Summary oflnterim Removal Actions 

Several subsurface stluctures associated with the former MGP operations were evaluated during 

different phases of the Site investigation. In 1999, it was dete1mlned that liquids should be 

removed from the tar-tank stlucture (see Figure 2). Between May and November 1999, 

approximately 1,500 gallons of hydrocarb011 liquids were removed from the tank and recycled 

offsite in accordance with applicable regulations. The liquids were pumped until recovery of 

liquids was no longer effective or possible, and the standpipes were abandoned and the asphalt 

cover sealed under DEQ oversight. Approximately 275 cubic yards of contaminated sandy 

gravel and demolition debris are estimated to remain in the concrete stmcture. Because 

hydrocarbon liquids have been removed and the remaining solid waste is contained in the 

concrete tar tank and covered by the existing asphalt cap, these materials are considered stable 

under current Site conditions, 

Remedial Action Objectives 

Based on the results of the remedial investigation a11d risk evaluations, Remedial Action Objectiv·es 

(RAOs) were developed by DEQ and EWEB to address the presence of polynuclear ru·omatic 

hydrocru·bons (P AHs), benzene, cyanide, and total mercU1y in contruninated soil and grc:iU11dwater at 

the Site, These RAOs are: 

• Prevent industrial and excavation worker exposure to upland soils containing 

contaminants of concem (COCs) above the numerical soil remedial action 

objectives (NRAO)s, and limit future public and worker exposure to 

contaminated subsurface soil in the shoreline area to acceptable levels. 

• Prevent exposure to futme Site occupants/workers from vapor intt·usion of 

benzene into indoor spaces above the numerical NRAOs, 

• Ensure continued shoreline stability to prevent erosion of upland or shoreline 

subswface soil, to prevent the Ull'intentional dispersal of soil contaminants to 

the Willamette River, and to prevent public and worker exposw-e to 

subsmface soil. 

• Minimize or control infiltration of rainwater through contaminated soil in 

upland Site area to prevent mobilization of contaminants to the Willamette 

River. 

• Treat ( or excavate and dispose offsite) soil/waste material identified as hot 

sp9ts, to the extent feasible considering the criterion in OAR 340-122-0085(7) 

a11d the balancing factors in OAR 340-122-0090(3). 
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The remedial actions for soil will be guided by numerical remedial action objectives (NRAOs) 
based on risk-based screening levels rather than Site-specific cleanup levels. Remedial actions 
based on these NRAOs are protective for the potential exposure pathways listed. Should 
alternative or contingent remedial actions be considered in the future, Site-specific cleanup levels 
may be developed in cooperation with DEQ and applied in lieu of the NRAOs. The following 
numerical remedial action objectives were developed to protect industrial site workers and 
excavation workers. Remedial action objectives for carcinogenic chemicals are based on a 1 X 
I 0"6 cancer risk, while non-carcinogenic chemicals are based on a Hazard Index (HI) of 1. Soils 
that contain chemicals in excess of remedial action objectives will require action to prevent 
unacceptable human exposure. 

HAZARDOUS SUBSTANCE INDUSTRIAL DEQ EXCAVATION BASIS AND 
CONCENTRATION WORKER PRIMARY 

CONCENTRATION EXPOSURE 
PATHWAY 

Cyanide 610 5,100 Hl=1 
Direct contact 

Total Mercmy 310 2,600 Hl=1 
Direct contact 

2-Methylnaphthalene 23* 16,000*>Csat Hl=1 
Direct contact 

Acenaphthylene 23* 16, 000*>Csat Hl=1 
Direct ccntact 

Benz[a]anthracene 2.7 590>Csat 1 x1 o· Risk, Direct 
Contact 

Benzo[a]pyrene 0.27 59>Csat 1 x1 ff Risk, Direct 
Contact 

Benzo[b Jfluoranthene 2.7 590>Csat 1x10 Risk, Direct 
Contact 

Benzo[g,h,i]perylene 23' 16,000'>Csat Hl=1 
Direct contact 

Benzo [k ]tluoranthene 27 5,900>Csat 1x1 ff Risk, Direct 
Contact 

Chrysene 270 59,000>Csat 1x10" Risk, Direct 
Contact 

Indeno [1,2,3-cd]pyrene 2.7 590>Csat 1x1 O" Risk, Direct 
Contact 

Na hthalene 23 16,000>Csat Hl=1 Direct contact 

Phenanthrene 23* 16,000*>Csat Hl=1 Direct contact 

Benzene 34 9,500>Csat 1x10" Risk, Direct 
Contact 
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HAZARDOUS SUBSTANCE INDUSTRIAL 

CONCENTRATION 

NOTES: 

DEQ EXCAVATION 

WORKER 

CONCENTRATION 
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BASIS AND 
PRIMARY 

EXPOSURE 
PATHWAY 

The numerical remedial action objective values for soil are risk-based concentrations (RBCs) 

from DEQ's 2003 RBDM, as updated 2012. Cyanide numerical remedial action objective is from 

USEPA's Region Screening Level (RSL) Summary Table, May 2011. Direct contact includes soil 

ingestion, dermal contact, and inhalation. 
1) Soil units shown are in mg/kg, or ppm. 
2) Cumulative excess cancer risk for all carcinogens shall not exceed 1x10-5 

3) The soil numerical remedial action objective for benzene in indoor air (vapor intrusion into 

buildings) is 1.2 mg/kg (DEQ 2003 RBDM, as updated 2012). 

• Surra ate value based on toxicit data for naphthalene. 

Evaluation of Remedial Alternatives 

Four potential remedies were outlined in the FFS and FFS Addendum, they are: 

1 No Action 

2 Engineering and Institutional Controls 

3 Focused Soil and Residuals/Waste Removal at Fotmer MGP Structures and Engineering and 

Institutional Coni:ro ls 

4 Deep Soil Removal in Core Area, Residuals/Waste Removal at Former MGP Structures, 

Shoreline Bulkhead Construction, and Engineering and Jnstitutional Controls 

These potential remedies were evaluated on the basis of protectiveness, long-term reliability, 

implementability, implementation risk, and reasonableness of cost, as well as the degree to which 

they address identified hot spots according to OAR 340-122-090. 

Descl"iption of Selected Remedy 

DEQ has selected the remedial action recommended in its StaffRepo1i as the final remedy for 

the Site in accordance with Oregon Revised Statutes (ORS) 465.200 et. seq. and Oregon 

Administrative Rules (OAR) Chapter 340, Division 122, Sections 010 thrnugh 115. The 

recommended remedial action includes several meastrres to meet the above RAOs, including: 

• Excavation and off-site disposal of high-concentration residuals/waste at the first gas plant 

structure and the small relief holder; 

• An assessment and removal for similar residuals/waste from the vaults at the large gas holder; 

• Engineering controls consisting of (1) a cap and (2) bank stabilization action; 
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• Institutional controls consisting of an Easement & Equitable Servitude restricting property use, 
and development of a site management plan (SMP); 

• Inspection and maintenance of the Site conditions and features according to the SMP. 

The selected remedy is described in more detail below. 

Excavation and off-site disposal of high-concentration residnals/waste 

High-concentration residuals/waste will be removed at the two structures previously evaluated 
(i.e., fil'St gas plant building location and small relief holder foundation) by excavation. This 
material will be disposed of properly after chm·acterization. 

Assessment and removal of high-concentration residuals/waste from vaults at the large gas 
holder 

The two additional vaults at the large gas holder foundation will be assessed during 
implementation of the recommended removal actions at the other MGP structures. High
concenh·ation residuals/waste and oily liquid, if present, will be removed from these additional 
structures. Any removed material will be disposed of properly after characterization. 

Engineering Controls 

Engineering controls will consist of completing an asphalt cap over the upland portion of the Site 
and implementing bank stabilization measures at the shoreline area, Approximately 90% of the 
upland area is already capped with asphalt and the remaining pmtions of the Site will be capped 
with a minimum of three inches of asphalt. Cap inspection and maintenance will be included in 
the SMP. EWEB may elect to conduct additional analyses in the future to consider other 
cap/cover types as long as RAOs are met and any modifications to the cap/cover design m·e 
coordinated with DEQ, 

The bank stabilization measures will incorporate native vegetation, natural rock and 
bioengineering treatments at the shoreline area and will be designed to contain and prevent 
exposure of Site contaminants, and prevent migration of the contaminants to the Willamette 
River that could result in surface water and sediment contamination exceeding DEQ 's acceptable 
risk levels. The bank stabilization design will consider factors such as flood events and Site and 
nearby shoreline configuration to ensure protectiveness. The bank sta.bilization final design will 
be snbj ect to review and approval by DEQ and, potentially, other state and federal govemmental 
agencies. 

Institutional Controls - Easement and Equitable Servitude 

A DEQ-approved Easement and Equitable Servitude (E&ES) will be recorded in the county 
prope1ty records with the following general requirements for the Management Area which is the 
portion of the EWEB prope1ty where the remedial action applies as shown on Figme 2: 

1. Groundwater Use Restrictions: The Site owner may not extract tlu·ough wells or by other 
means or use the groundwater at the Site for consmnption or other beneficial use. This 
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prohibition does not apply to cxtrnction of groundwater associated with groundwater 

treatment or monitoring activities approved by DEQ or to temporary dewatering activities 

related to consh·uction, development, or the installation of sewer or utilities at the Site. 

The Site owner must conduct a waste dete1mination on any groundwater that is extract~d 

during such monitoring, treatment, or dewatering activities and handle, store and nianage 

waste water according to applicable laws. 

2. Soil Cap Engineering Conh·ol. Except in accordance with the SMP as approved in writing 

by DEQ, the Site owner may not conduct or allow operations on the Site or use of the 

Site in any way that will or likely will penetrate the cap at the Site or jeopardize the cap's 

protective function as an engineering control that prevents exposme to contaminated soil, 

including without limitation any excavation, drilling, scraping, or uncontro1led erosion . 

. The Site owner will maintain the cap in accordance with the SMP as approved in writing 

by DEQ. The Site owner shall notify DEQ prior to any subsurface work at the shoreline 

area or any modification of the bank stabilization measures that might expose human or 

ecological receptors to hazardous substances at the Site. 

3. Land Use Restrictions. The fo11owing land use activities are prohibited on the Site; 

Residential use of any type. The Site owner shall notify DEQ of zoning changes or any 

development activities or change in use of the Site that might expose human or ecological 

receptors to hazardous substanc~s at the Site. 

4. No buildings for continuous human occupancy sha11 be constructed at the Site (e.g., 

offices, shops, retail development) unless additional Site0specific analyses are conducted 

in the future to demonsh·ate that RAOs would be met and the analyses are coordinated 

with and approved by D EQ, and aspects of the building conshuction to meet RA Os are 

appmved by DEQ. 

Institutional Controls - Site Management Plan 

A DEQ-approved SMP will be prepared for the Site, which wi11 cover the fo11owing general 

topics: 

1. Excavation Worker Health and Safety. The SMP wi11 describe how work shall be 

conducted at the Site, who may complete the work, what notifications will need to occur prior to 

work commencing, nieaslU'es for personal protective equipment and training required to work on 

the Site, and general protocols for excavating, storing, characterizing, and disposing of any 

excavated materials from the Site. 

2. Cap Maintenance. The SMP will detail how and at what interval the cap wi11 be inspected 

and outline any regularly scheduled cap maintenance that may be required. 

3. Shoreline Inspection and Maintenance. The SMP will detail a shoreline inspection and 

maintenance plan designed to ens1Jfe tliat conditions in the shoreline area remain stable (i.e., no 

exposure or release of impacted soils or soil contaminants). 
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4. Shoreline Area and Banlc Stabilization Measures. The SMP will include measures for 
inspection and maintenance of the shoreline area, including any implemented banlc stabilization 
measures and coordination with the DEQ as required. 

5. Reporting. The SMP will detail a simple annual report form to be submitted to the DEQ 
containing records of excavation work at the Sile, cap maintenance/inspection, and shoi'eline 
inspection. 

Residual Risk 

Under the reconunended remedial action alternative, the Site risks will meet the protectiveness as 
required by OAR340-122-0040 for unacceptable Site risks by applying the following measures. 

• Excavation Worker Scenario. Risk from this scenai·io is reduced to acceptable 
levels through a SMP that will be prepared to direct all future excavation activities. 

• Industrial Worker Scenario. To address this risk, an asphalt cap will be placed 
over the upland po1tion of the Site, and cap inspections and maintenance will be 
included in the SMP. The Site owner may elect to conduct additional analyses in'the 
future to consider other cap/cover types as long as _RAOs are met and any 
modifications to the cap/cover design are coordinated with DEQ. 

• Potential Future Exposure to Vapor Intrusion to Buildings. No buildings 
currently exist at the Site. However, to address the potential for future unacceptable 
risk regarding commercial building structures, an institutional control will be 
included in the Easement and Equitable Servitude, Specifically, no buildings for 
continuous human occupancy will be allowed on the Site (no offices, shops, retail 
development) unless additional Site-specific analyses are conducted in the fatnre to 
demonstrate that RA Os would be met, and that the analyses are coordinated with 
DEQ and aspects of the building constmction to meet RA Os ai·e approved by DEQ. 

• Potential Exposure at Shoreline Area, The recommended remedial action 
alternative, including the bank stabilization measures, will be designed to prevent or 
minimize potential exposure of Site workers and visitors to subsmface soil/fill 
contaminants in the shoreline area ·and the potential for unintentional dispersal of 
soil/fill contaminants to the Willamette River smface water and sediment. 

Statutory Determination 

111e selected remedial action for MGP-related contamination at the EWEB-owned pmtion of the 
former Eugene Manufactured Gas Plant is considered to be protective, effective, reliable, and cost-. 
effective. The selected remedy also addresses the identified hot spots of contamination to the extent 
feasible in accordance with OAR 340-122-090. The selected remedy is consistent with the current 
and foture anticipated use of the Site and is protective of ClllTent and future anticipated beneficial 
water use within the Site Locality of the Facility (LOF). Residual risks associated with the selected 
remedy are below DEQ's acceptable risk levels. 
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Appendix A 

ADMINISTRATIVE RECORD 
AND SUPPORT DOCUMENTATION FOR RI/FS 

Eugene Former Manufactured Gas Plant Site 

Through December 2013 

Administrative Record 

Axelrod and Windward. 2007. Scoping approach for Level II (Screening) ecological risk 

assessment, Eugene Fo1mei· MGP Site, prepared for Eugene Water & Electric Board by 

Axelrod LLC and Windward Environmental LLC, September 11, 2007. 

Axell'od. 2008. Opportunistic shoreline probing during September 19 ecological habitat 

survey, Memorandwn, Eugene Fonner MOP Site, prepared for Eugene Water & 

Electric Board by Axelrod LLC, F ebruaiy 13, 2008. 

Axell'od and Windward. 2008. Focused work plan/sampling and analysis plan, Willamette 

River surface water sampling event, Eugene F01mer MGP Site, prepared for Eugene 

Water & Electric Board by Axelrod LLC and Windward Environmental LLC, 

December 3, 2008. 

Axelrod and Windward. 2010a, Focused Soil/Fill Management Plan, Elech·ic 

Transmission Line Construction Project- Eugene Former MGP Site, prepared for 

Eugene Water & Electric Board, August 31, 2010 (Draft). • 

Axelrod and Windward. 20106. Removal Action at Gas Holder Foundation, Eugene 

Farmer MOP Site, Technical Memorandum, DEQ Review Draft, December 8, 20 I 0. 

Axell'od and Windward. 2011, Field Activity Summary- Focused Soil/Fill Management 

Plan, Eugene Former MOP Site, prepared for Eugene Water & Electric Board, April 

2011. 

Axelrod, Otak, and Windward. 2011. Focused feasibility study addendum - Eugene 

Farmer MOP Site, prepared for Eugene Water & Electric Boai·d, by Axelrod LLC with 

supp01t from Otak Inc. and Windward Environmental LLC, July 2011. 

Axelrod. 2011. Letter from Russ Axelrod/Axelrod LLC to GeoffBrown/DEQ regarding 

EWEB Second Source Water Supply Evaluation- Supplemental Information for 

Administrative Record for MOP Site, June 11, 2012. 

DEQ. 1995. Letter dated July 27, 1995, from Keith Andersen, DEQ to D. Unfried, 

EWEB, regarding addition of MOP site to the Enviro1111lental Cleanup Site Information 

System (#1723) and recommendation for inclusion on the Confomed Release List. 

DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 1996a. File Review Summary, Eugene Former Manufactured Gas Plant Site. DEQ, 

Western Region Cleaimp Program, Eugene, OR. 
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Administrative Record and Support Documentation for RI/FS 
Eugene Former MGP Site 

December 2013 

DEQ. 1996b. Letter dated November 20, I 996, froni M. Wahl, DEQ, to D. Unfried, 
EWEB, regarding notice to owners and operators of decision to list contaminated 
property, Eugene former MOP. DEQ, Western Region Cleanup Program, Eugene, OR 

DEQ. 1998a. Memorandum dated March 31, 1998, from B. Mason, DEQ, to D. Unfried, 
EWEB, approving field sampling plan for focused groundwater investigation with 
limited comments, Eugene fo1mer manufactured gas plant site. DEQ, Western Region 
Cleanup Program, Eugene, OR 

DEQ. 1998b. Intergovemmental Agreement for Remedial Investigation/Feasibility Study 
· (DEQ No, WMCVC-WR-98-13) between EWEB and DEQ, November 25, 1998, 

including Attachment B (Voluntary Cleanup Program Remedial 
Investigation/Feasibility Study Scope of Work, September 23, 1998). 

DEQ, 1999a. News Release dated January 7, 1999,DEQ and EWEB Sign Agreement for 
Cleanup, regarding intergoverumental agreement signed by DEQ and EWEB for 
Eugene former manufactured gas plant site, DEQ, Western Region Cleanup Program, 
Eugene, Oregon. 

DEQ. 19996. Letter dated January 27, 1999, from M. MeCann, DEQ, to D. Unfried, 
EWEB, regarding approval of project documents (!SI Work Plan [PT! 1995], ISI 
Rep01t [PTI 1996], FGI FSP [Exponent 1998], FGI Results [Exponent 1998]), Eugene 
manufactured gas plant site. DEQ, Western Rpgion Cleanup Program, Eugene, OR. 

DEQ. 1999c. Letter dated January 27, 1999, from M. McCann, DEQ, to D. Unfried, 
EWEB, regarding approval of Phase I remedial investigation work plan with direction 
to address limited DEQ comments in later repo1t or in futnre project meeting, Former 
Eugene manufactured gas plant site. DEQ, Western Region Cleanup Program, Eugene, 
OR. 

DEQ. 1999d. News Release dated October 22, 1999, Emergency Waste Removal Planned 
at Eugene Site, regarding planned removal of liquid waste from former tar containment 
tank. DEQ, Westem Region Cleanup Program, Eugene, OR. 

DEQ. l999e. Letter dated October 28, 1999, fromM. McCann, DEQ, to D. Unfried, 
EWEB, regru·ding approval of plan for liquids removal from tar tank stl'Ucture at former 
Eugene manufactured gas plant site. DEQ, Western Region Cleanup Progrnm, Eugene, 
OR. 

DEQ. l999f. Letter dated December 3, 1999, from M. McCann, DEQ, to D. Lawder, 
EWEB, regarding approval of Level l ecological risk assessment, fmmer Eugene 
manufactured gas plant site. DEQ, Westem Region Cleanup Program, Eugene, OR. 

DEQ. 2001a. Letter dated January 4, 2001, from M. Mccann, DEQ, to D. Lawder, 
EWEB, regarding approval of finnl Phase I Remedial Investigation completed at former 
Eugene manufactured gas plant site. DEQ, Westem Region Cleanup Program, Eugene, 
OR. 

DEQ. 200 lb. Letter dated January 4, 2001, from M. McCann, DEQ, to D. Lawder, 
EWEB, regarding approval of final Land and Beneficial Water Use Su!'vey completed 

Page 2 of9 
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Administrative Record and Support Documentation for RI/FS 
Eugene.Former MGP Site 

December 2013 

at former Eugene manufactured gas plant site. DEQ, Western Region Cleanup 

Program, Eugene, OR. 

DEQ. 2002. Letter dated December 20, 2002 from G. Brown, DEQ, to D. Lawder, 

EWEB, regarding approval of Human Health Risk Evaluation and Focused Feasibility 

Study-Annotated Outline, Eugene fonner manufactul'Cd gas plant site, Eugene, 

Oregon. DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 2003. Letter dated November 26, 2003 from G .. Brown, DEQ, to D. Lawder, 

EWEB, regarding focused feasibility study, Eugene fmmer manufactured gas plant site; 

Eugene, Oregon. DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 2006; Email dated April 5, 2006, from G. Brown, DEQ, to R. Axelrod, Swanson 

Hydrology & Geomorphology, regarding approval of final revisions to revised draft 

focused feasibility study, Eugene manufactured gas plant site. DEQ, Western Region 

Cleanup Program, Eugene, OR. 

DEQ. 2007. Letter dated October 22, 2007, from G. Brown, DEQ, to D. Spresser, EWEB, 

regarding Ecological Risk Assessment, Fo,mer ManufacttJred Gas Plant, ECSI # 1723. 

Oregon Department of Environmental Quality, Western Region Cleanup Program, 

Eugene, OR. 

DEQ. 2010a. DEQ Jetter from GeoffBrown/DEQ to Debbie Spresser/EWEB approving 

the August 9, 2010 (Draft) Focused Soil/Fill Management Plan, Electric Transmission 

Line Construction Project, Eugene Former MGP Site, Jetter dated August 11,2010. 

DEQ. 201 Ob. DEQ letter from GeoffBrown/DEQ to Debbie Spresser/EWEB regarding 

MGP Waste discovered during the Electric Transmission Line Construction Project

Eugene, October 1, 2010, Eugene Former MGP Site, ECSl 1723, letter dated October 

1, 2010. 

DEQ. 2011. DEQ letter from GeoffBrown/DEQ to Jared Rubin/EWEB regarding 

approval of Focused Feasibility Study Addendum, May 2010, Eugene Former MGP 

• Site, ECSl 1723, letter dated June 20, 2011. • 

EWEB. 2013a. Letter from Jared Rubin/EWEB to GeoffBrown/DEQ regarding 

Supplemental Information for Administrative Record fat· Eugene Fmmer MGP Site 

Willamette Riverfront Land Use Action, May 10, 2013, with attachment: Eugene 

Downtown Rivetfront Special Area Zone (S-DR), December 2012 - for City Review. 

EWEB. 2013b. E-mail from Jared Rubin/EWEB to GeoffBrown/DEQ info1ming DEQ of 

the City of Eugene approval of new land use regulations for EWEB 's riverfront 

property addressed in EWEB's May 10, 2013 letter (May correspondence attached), 

July 10, 2013. 

Exponent. 1998a. Focused Grnundwater Investigation Field Sampling Plan. Prepared for 

Eugene Water & Electric Board, Eugene, Oregon, March 18, 1998. Exponent, Lake 

Oswego, OR. 

Page 3 of9 
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Administrative Record and Support Documentation for RI/FS 
Eugene Former MGP Site 

December 2013 

Exponent. 1998b. Results from focused groundwater investigation, Eugene former MGP 
site, August 12, 1998. Prepared for Eugene Water & Electric Board, Eugene, Oregon. 
Exponent, Lake Oswego, OR. 

Exponent. 1998c. Phase I remedial investigation work plan, Eugene fo1mer MGP site, 
Prepared for Eugene Water & Electric Board, Eugene, Oregon. Exponent, Lake 
Oswego, OR. 

Exponent. 1999a. Letter dated July 29, 1999 from R. Axelrod, Exponent to M. MeCann, 
DEQ, regarding continued groundwater monitoring schedule - change to semiannual 
basis, Eugene former manufactured gas plant site, Eugene, Oregon. 

Exponent. l 999b .. Level I (scoping) ecological risk assessment, technical memorandum, 
November 1999. Prepared for Eugene Water & Electric Board, Eugene, Oregon. 
Exponent, Lake Oswego, OR. 

Exponent. 1999c. Level I (Scoping) Ecological Risk Assessment report, prepared for 
Eugene Water & Electric Board by Exponent Inc., Lake Oswego, Oregon, January 
1999. 

Exponent. 1999d. Plan for liquids removal from tar tank structure~Eugene former MGP 
site, technical memorandum, October 18, 1999. Prepared for Eugene Water & Electric 
Board, Eugene, Oregon, Exponent, Lake Oswego, OR. 

Exponent. 2000a. Land and beneficial water use survey, former Eugene MGP site, 
December 2000. Prepared for Eugene Water & Electric Board, Eugene, Oregon, 
Exponent, Lake Oswego, OR, 

Exponent. 2000b. Phase I remedial investigation report, fo1mer manufactured gas plant 
site, Eugene, Oregon, December 2000, Prepared for Eugene Water & Electric Board, 
Eugene, Oregon. Exponent, Lake Oswego, OR. 

Exponent, 2001a. Email dated July 3, 2001, from R. Axelrod, Exponent, to M. McCann, 
DEQ, confoming agreement to modify field monitoring for July 2001. 

Exponent. 2001b. Clarification of project information for DEQ, Eugene former MGP site. 
External memorandum, August 16, 2001. Exponent, Lake Oswego, OR. 

Exponent. 2002a. Human health risk evaluation, former manufactured gas plant site, 
Eugene, OR, August 2002, Exponent, Lake Oswego, OR. 

Exponent. 2002b. Letter dated October 22, 2002 from R. Axelrod, Exponent, to A. 
Spencer, D EQ, regarding discontinuation of site monitoring, fmmer muoufactured gas 
plant site, Eugene, Oregon. Exponent, Lake Oswego, OR. 

Exponent. 2002c. Focused feasibility study outline, Eugene former muoufactured gas 
plant site, Eugene, Oregon, November 6, 2002. Prepared for Eugene Water & Electl'ic 
Board, Eugene, OR. Exponent, Lake Oswego, OR. 
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Administrative Record and Support Documentation for RI/FS 
Eugene Former MGP. Site 

December 2013 

Exponent. 2003. Technical memorandum: supplemental discussion of cumulative and 

inhalation risks, former manufactured gas plant site, February 10, 2003. Prepared for 

Eugene Water & Electric Board, Eugene, 0 R. Exponent, Lake Oswego, OR. 

Meeting Notes. 1998. Meeting Notes for June 15, 1998 project meeting between DEQ and • 

EWEB. Notes transmitted to DEQ on August I 0, 1998. 

Meeting Notes. 2002a. Meeting Notes for April 15, 2002 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on June 4, 2002. 

Meeting Notes. 20026. Meeting Notes for November 19, 2002 project meeting between 

DEQ and EWEB. Notes transmitt,ed to DEQ on November 26, 2002. 

Meeting Notes, 2004. Meeting Notes for April 20, 2004 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on May 12, 2004. 

Meeting Notes. 2005a. Meeting Notes for Januaey 25, 2005 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on February 7, 2005. 

Meeting Notes. 20056. Meeting Notes for April 28, 2005 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on October 14, 2005. 

Meeting Notes. 2005c. Meeting Notes for August 25, 2005 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on October 7, 2005, 

Meeting Notes, 2008. Meeting Notes for July 31, 2008 prqject meeting between DEQ and 

EWEB. Notes transmitted to DEQ on August 25, 2008. 

Meeting Notes. 2009. Meeting Notes for August 13, 2009 project meeting between DEQ 

and EWEB. Notes transmitted to DEQ on September 22, 2009. 

Meeting Notes. 2011. Meeting Notes for July 21, 2011 project meeting between DEQ and 

EWEB. Notes transmitted to DEQ on August 31, '.?,011. 

Oregon Secretary of State. 1999. Oregon Secretary of State's Bulletin, Removal Planned 

at Former Eugene Manufactt.u·ed Gas Plant Site, regardiog planned removal ofliquid 

waste from former tar contaimuent tank. Oregon Secretary of State, Salem, OR. 

Progress Reports. Project Quatterly Progress Rep01ts for pel'iod 1998 through December 

2013. 

PTI. 1995. Initial site investigation work plan, former manufactured gas plant site, 

Eugene, Oregon. Prepared for Eugene Water & Electric Board, Eugene, Oregon. PT! 

Environmental Services, Lake Oswego, OR. 

PTI. 1996, Initial site investigation repo1t, former manufactured gas plant site, Eugene, 

Oregon, Prepared for Eugene Water & Electric Board, Eugene, Oregon. ·p11 

Environmental Services, Lake Oswego, OR, 

Swanson and Windward. 2006. Final Focused Feasibility Study, Fonner Manufactlll'ed 

Gas Plant Site, Eugene, Oregon, April 2006. Prepared for Eugene Water & Electric 

Board, Eugene, OR. Swanson Hydrology & Geomorphology, Santa Cruz, CA, 

Page5of9 



CNG/309 
Parvinen/Page 20 of 38

Administrative Record and Support Documentation for RI/FS 
Eugene Former MGP Site 

December 2013 

Windward. 2008a. Findings of September 19, 2007 site survey of the Willamette River 

aquatic environment bordering the Eugene former manufactured gas plant, 

Memorandum, prepared for Eugene Water & Electric Board by Windward 

Environmental LLC, January 17, 2008. 

Windward. 2008b, Use of Willamelte River near"bottom surface water data to assess 

exposure of benthic invettebrate receptors at Eugene Fmmer MGP Site, Memorandum, 

prepared for Eugene Water & Electric Board by Windward Envirorunental.LLC, 

August 6, 2008. 

Windward and Axeh-od. 2009, Level II (Screening) ecological risk assessment - Eugene 

fo1mer manufactured gas plant, prepared for Eugene Water &.El;etric Board, by 

Windward Envirorunental LLC and Axeh-od LLC, October 2009. 

Primary Documents or Information Sources Cited or Relied Upon for RI/FS 

Bocrngen, J.G. and H.T. Shacklette. 1981. Chemical analyses of soils and other surficial 

materials of the conterminous United States. U.S. Geological Survey Open"File Report 

81-197. 

Buchman. 1999. NOAA screening quick reference tables. NOAA HAZMAT Rcpmt 

99-1, Seattle WA, Coastal Protection and Restoration Division, National Oceanic and 

Atmospheric Administration. 

Byllesby & Co, 1918. Inventory and valuation of gas property. Prepared for Mountain 

States Power Company, Eugene and Springfield, Oregon. H.M. By Iles by & Company 

Engineers, Chicago, lL, 

Castillo, B. 1999. Personal communication (telephone conversation with R. Mellott, 

Ecological Field Services, February IO, 1999, regarding ten-estrial species near the 

EWEB site). Oregon Depa1tment of Fish & Wildlife, Eugene, OR. 

DEQ. 1998a. Gnidance for conduct of dete1ministic human health risk assessments. 

Oregon Department of Environmental Quality, Portland, OR, December 1998 (updated 

May2000). 

DEQ. 1998b. Guidance for ecological risk assessment. Oregon Depa1tment of 

Environmental Quality, Portland, OR, Final, April 1998. 

DEQ, 1998c. Guidance for identification of hot spots. Oregon Department of 

Envimnmental Quality, Po1tland, OR, April I 998. 

DEQ, 1998d. Guidance for conducting feasibility studies. Oregon Depa1tment of 

Environmental Quality, Pottland, OR, July 1, 1998. 

DEQ. 2003. Risk-based decision making for the remediation of petroleum-contaminated 

sites. Oregon Department ofEnvirorunental Quality, Pmtland, OR, September 22, 

2003 (as amended through 2009). 
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Administrative Record and Support Documentation for RIIFS 
Eugene Former MGP Site 

December 2013 

DEQ, 2007. Guidance for assessing bioaccumulative chemicals of concem in sediment. 

07-LQ-023A. Environmental Cleanup Program, Oregon Depaitment ofEnvironmenial 

Quality, Pmtland, OR. 

Dragun, J. and A. Chiasson; 1991, Elements in North American soils. Hazardous 

Materials Control Resources Institute, Greenbelt, MD. 

Evanich, J.E., Jr, 1990. The birder's guide to Oregon, Portland Audubon Society, 

Portland, OR, 

Federal Register, 1999, Final Rule re: endangered and threatened species; threatened 

status for three Chinook salmon evolutionarily significant units (ES Us) in Washington 

and Oregon, and endangered status for one Chinook salmon ESU in Washington, 

National Marine Fisheries Service and National Oceanic and Atmospheric 

Administmtion Commerce, Federal Register, Vol. 64, No .. 56, Mai·ch 24, 1999/Rules 

and _Regulations, 

FEMA, 1999, Flood Insurance Study, Lane County, Oregon and Incorporated Areas, 

Federal Emergency Management Association, June 1999, 

Fries, G.F. l 995. Transport of organic environmental contaminants to animal products. 

Rev, Environ. Contam, Toxicol. 141:71-109, 

. Giger, R.D, 1973. Movements and homing in Townsend's mole near Tillamook, Oregon. 

J. Mamm,, 54:648---1559, 

GR!, 1987. Management of manufactured gas plant sites, volume 1, wastes and chemicals 

of interest. Prepared for Gas Research Institute, Octoher 1987. 

GRI. 1990, Remediation alternatives arid costs for the restoration ofMGP sites~topical 

repmt, Gas Research Institute, Chicago, IL. 

ORI. 1996, Management of manufactured gas plant sites (Volumes I and 2). Gas 

Research Institute, Chicago, IL. 

Gustafson, J.B. et al. 1997. Total Petroleum.Hydrocarbons Criteria Working Group, 

Volume 3: Selection of Representative TPH Fractions Based on Fate and Transpott 

Considerations (Table 3), 

Ingles, L.G, 1965. Mammals of the Pacific States: California, Oregon, and Washington. 

Stanford Univ, Press, 'Stanford, CA. 

Leonard, W,P,, HA. Brown, L.L,C, Jones, K.R, McAllister, and RM, Storm. 1993. 

Amphibians of Washington and Oregon. Seattle Audubon Society, Seattle, WA, 

Mattin, A.C., H,S, Zim, andA.L. Nelson, 1951. American wildlife and plants, McGraw

Hill Book Company, Inc,, New York, NY. 

Moore, A.W, 1933, Food habits of Townsend's and coast moles, J, Mamm,, 14:36-40. 

NMFS, 2008, Endangered Species Act Section 7 Formal and Infonnal Programmatic 

Opinion & Magnuson-Stevens Fishery Conservation and Management Act Essential 
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December 2013 

Fish Habitat Consultation for Revisions to Standard Local Operating Procedures for 
Endangered Species to Administer Stream Restoration and Fish Passage hnprovement 
Actions Authorized or Carried out by the U.S. Atmy Corps of Engineers (SLOPES IV 
Restoration), Issued to U.S. Almy Corps of Engineers Portland District, Operations and 
Regulatory Branches By National Marine Fisheries Service, Northwe·st Region, U.S. 
Depattment of Commerce, National Oceanic and Atmospheric Administration, 
Febmary 22, 2008. 

Nussbaum, R.A., E.D. Brodie, Jr., and R.M. Storm. 1983. Amphibians and reptiles of the 
Pacific Northwest. Univ. ofldaho Press, Moscow, ID. 

Pedersen, R.J. 1963. The life history and ecology of Townsend's mole, Scapanus 
townsendii (Bachman) in Tillamook County, Oregon. M.S. Thesis, Oregon State 
Univ., Corvallis, OR. 

PSEP. 1986. Puget Sound Estuary Program: Recommended Protocols for Measuring 
Selected Environmental Variables in Puget Sound. Final Report. TC-3991-04. Prepared 
for U.S. Environmental Protection Agency, Region 10 and Puget Sound Estumy 
Program, Seattle, WA. Tetra Tech and HRA, Inc., Bellevue, WA. 

RSMeans. 2005. Building constmction cost data, 63'd annual edition. RSMeans Company, 
Inc., Kingston, MA. 

U.S. EPA. 1990. National oil and hazardous substances pollution contingency plan. U.S. 
Environmental Protection Agency, Office of Solid Waste and Emergency Response. 

U.S .. EPA. 1996. Soil sct·eening guidance: user's guide, 2nd edition, United States 
Environmental Protection Agency, July 1996. 

U.S. EPA. 1998. Guidance for Conducting Remedial Investigations and Feasibility 
Studies Under CERCLA, US EPA, 1998 (EPN540/G-89/004). 

U.S. EPA. 1999. National recommended water quality criteria-correction. EPA 822-Z-
99-001, U.S. Environmental ProtcctiouAgency, Office ofWater, Washington, DC. 

U.S. EPA. 2000. A resource for MGP site characterization and remediation-expedited 
site characterization and source remediation at former manufactured gas plant sites. 
U.S. Environmental Protection Agency, Office of Solid Waste and Emergency 
Response. • 

U.S. EPA. 2001. U.S. EPA Region 9 preliminary remediation goals. U.S. Environmental 
Protection Agency Region 9, San Francisco, CA. 

U.S. EPA. 2002. U.S. EPA Region 9 preliminaty remediation goals. U.S. Environmental 
Protection Agency Region 9, San Francisco, CA. 
http://www.epa.gov/region09/waste/sfund/prg/files/02userguide.pdf. 

U.S. EPA. 2011. U.S. EPA regional screening levels stunmary table, human health risk 
assessment, June 2011. http://www.epa.gov/reg3hwmd/risk/human/ 
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USGS. 1973. Ground water in theEugcnc"Springfield area, Southern Wi1Jamette Valley, 

Oregon. Geological Survey Water Supply Paper 2018. 

Weatherhead, P.J. and S.B. McRae. 1990. Brood care in American robins: implications 

for mixed reproductive strategies by females. Animal Behavior, 39: 1179-1188. 

Wheelwright, N.T. 1986. T11e diet of American robins: an analysis of U.S. Biological 

Survey records. Auk, 103:710-725, 

Whitaker Jr, J.O., C. Maser, and R.J. Pedersen. 1979. Food and ectoparasitic mites of 

Oregon moles. Notthwest Sci., 53:268-273. 

Wick, W.O. 1962. Mole and gopher control. Bulletin 804, Coop. Exten. Serv., Oregon St. 

Univ., Corvallis, OR. 

Wight, H.M. 1928. Food habits of Townsend's mole, Scapam1s townsendii (Bachman). J. 

Mamm., 9:19-23. 

Woolson, E.A., J.H. Axley, and P.C, Kearney. 1971. The chemistry and phytotoxicity of 

arsenic in soils: I. Contaminated field soils. Soil Science Society of America 

Proceedings, 35, pp. 938-943. 

Zeiner, D.C., W.F. Laudenslayer, Jr., K.E. Mayer, and M. White. 1990. Califomia's 

Wildlife, Volume DI: Mammals, California Dept. Fish and Game, Sacramento, CA. 

Ziller, J. 1999. Personal communication (telephone conversation with R. Mellott, 

• Ecological Field Services, February 10, 1999, regarding fish species near the EWEB 

site). Oregon Depattment of Fish & Wildlife, Eugene, OR. 
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MANAGEMENT APPROVAL FORM 
Final Approval 
Department of Environmental Quality 
Western Region 

REPORT/DOCUMENT TYPE: 
• (Attached) 

Record of Decision __ X~--

Certification of Completion __ _ 

Date: f!:'2-rll{S Other (Describe) ____ _ 

Please review the attached document which describes a staff recommendation 

regarding an environmental cleanup activity. The approved preliminary 

recommendation has been advertised for public comment as required by ORS 

465.320. The public comment period has expired. The attached document includes 

a discussion of public comments received (if any) and how those comments 

affected the final recommendationldecision. 

FINAL APPROVAL: 

Assistant Attorney General (DOJ) 

~ ? .. x 
Section Manager 

Regional Administrator 

Other (Indicate) 

Return completed form to: Seth Sadofsky 
Western Region Environmental c'ieanup 

Date 

I /,9;/30 t 5 
o'afe 

Date 

Date 

DEQ 07-LQ-028 
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RECORD OF DECISION 

FOR 

EUGENE MANUFACTURED GAS PLANT (FORMER) 

CUL-DE-SAC PORTION 

700 block ofE 8th Avenue 

Tl 7S, R3W, Section 32, City Right-of-Way Adjacent to Tax Lot 1500, Lane County 

EUGENE, OREGON 

ECSI1723 

Date: Janua1y 21, 2015 
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Introduction 

Soil and/or groundwater contamination associated wi1h operation of the F01mer Manufactured Gas 
Plant (MGP) is present on property owned by EWEB, property owned by 1he University of Oregon, 
and the cul-de-sac property located southwest of1he EWEB property (Figure 1 and 2). Most of the 
contamination is located in the vicinity of the historical MGP, which was located on 1he central 
portion of 1he site, within the existing EWEB fence line. The site is located on the south bank of the 
Willamette River, in a mixed use area neighborhood encompassing commercial, industr·ial, office, 
residential, and park land uses. This Record of Decision (ROD) is specillc to 1he cul-de-sac portion 
of1he site (Site). The cul-de-sac is a City of Eugene public 1ight-of-way, The cul-de-sac portion 
consists of approxiniately 0.3-acres and consists of the extension of East gU' Avenue northeast of1he 
railroad tt·acks 1hat dead-ends in a cul-de-sac. This ROD prescribes 1he remedial action for the 
Site, which is necessary to meet 1he Site remedial action objectives and protect human heal1h and 
the environment. The adjacent portions of the f01111er MGP site on EWEB property and on 
University of Oregon property are being addressed in other documents. 

Additional info1111ation on this Site, including the full Staff Report to which this document refers, 
can be fom1d at the following web site. 

http://www.deq.state.or.us/Wcbdocs/Forms/Output/FPController,ashx?Somceid=l 723&SourceI 
dType=ll 

Public Process 

A 3 0-day public comment pe1iod on DEQ' s recommended remedy was held during September of 
2014, as required by ORS 465.320. Notice was published as a legal ad in the Eugene Register
Guard, in the Secretary of State Bulletin, and on DEQ's web site, A link to this notice onDEQ's 
web site was published through DEQ's GovDelivery service to all who have registered interest in 
receiving Environmental Cleanup notices, A newspaper article about 1he MGP site and proposed 
cleanup was published in the Eugene Register-Guard early in the public comment period, and an 
additional mticle on a related subject mentioned the public comment period. No comments were 
received dvring this period. 

Summary of Site Investigation Activities 

Investigations at the MGP site have been conducted by environmental consultants working for 
EWEB, PacifiCorp, and Cascade Natmal Gas Corporation. The initial investigation of 1he MGP 
site took place in 1995, which was followed by gro=dwater investigations through 1998 and a 
Remedial Investigation Report submitted to DEQ in 2000. A Human Health Risk Evaluation was 
submitted to DEQ in 2002 with a supplemental Technical Memo in 2003; and Ecological risk 
was assessed by a Level I Ecological Risk Assessment in 1999 and a Level II Ecological Risk 
Assessment in 2009. A Draft Feasibility Study proposing remedial action alternatives was 
submitted to DEQ in 2003; and a revised Feasibility Study was submitted in 2006 incorporating 
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comments by DEQ. A technical memorandum prepared in 2011 by AECOM highlights the 

specific RI/FS issues associated with the cul-de-sac portion of the MGP site. 

Remedial Action Objectives 

Based on the results of the Remedial Investigation and Risk Assessment, Remedial. Action 

Objectives (RAOs) were developed by DEQ and the responsible parties to address the presence of 

polynuclear aromatic hydrocarbons (P AHs) and benzene in contaminated soil. TI1ese RA Os are: 

• Prevent industrial and excavation worker exposure to. soils containing 

contaminants of concern (COCs) above the soil numerical remedial action 

objectives (NRAOs). 

• Prevent exposure to future Site visitors/workers from vapor intrusion of 

benzene into indoor spaces above the numerical NRAOs. 

• Minimize or control infiltration of rainwater through contaminated soil to 

prevent mobilization of contaminants to the Willamette River. 

• Treat (or excavate and dispose offsite) soil/waste material identified as hot 

spots (i.e., from the small relief holder), to the extent feasible considering tbe 

criterion in OAR 340-122-0085(7) and the balancing factors in OAR 340-122-

0090(3). 

The remedial actions for soil will be guided by NRAOs based on risk-based screening levels 

rather than Site-specific cleanup levels. Remedial actions based on these NRAOs are protective 

for the potential exposure pathways listed. Should alternative or contingent remedial actions be 

considered in the future, Site-specific cleanup levels may be developed in cooperation with DEQ 

and applied in lieu of the NRAOs. The following numerical remedial action objectives were 

developed to protect industrial Site workers and excavation workers. Remedial action objectives 

for carcinogenic chemicals are based on a I X I 0"6 cancer risk, while non-carcinogenic 

chemicals are based on a Hazard Index (HI) of I. Soils that contain chemicals in excess of 

remedial action objectives will require action to prevent unacceptable human exposure. 

HAZARDOUS SUBSTANCE INDUSTRIAL DEQ EXCAVATION BASIS AND 

CONCENTRATION WORKER PRIMARY 
CONCENTRATION EXPOSURE 

PATHWAY 

Cyanide 610 5,100 Hl=1 
Direct contact 

2-Methylnaphthalene 23* 16,000*>Csat Hl=1 
Direct contact 
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HAZARDOUS SUBSTANCE INDUSTRIAL DEQ EXCAVATION BAS/SAND 

CONCENTRATION WORKER PRIMARY 
CONCENTRATION EXPOSURE 

PATHWAY 

Acenaphthylene 23* 16,000'>Csat Hl=1 
Direct contact 

Benz[a]anthracene 2.7 590>Csat 1x1 ff Risk, Direct 
Contact 

Benzo[ a]pyrene 0.27 59>Csat 1x1ff Risk, Direct 
Contact 

Benzo[b Jfluoranthene 2.7 590>Csat 1 x1 ff Risk, Direct 
Contact 

Benzo[g,h,i]perylene 23* 16,000*>Csat H/=1 
Direct contact 

Benzo[k]fluoranthene 27 5,900>Csat 1 x10- Risk, Direct 
Contact 

Chrysene 270 59, 000>Csat 1x1ff Risk, Direct 
Contact 

Indetio[l,2,3-cd]pyrene 2.7 590>Csat 1 xW- Risk, Direct 
Contact 

Naphthalene 23 16,000>Csat Hl=1 Direct contact 

Phenanthrene 23* 16,000*>Csat H/=1 Direct contact 

Benzene 34 9,500>Csat 1x1 ff Risk, Direct 
Contact 

NOTES: 
The numerical remedial action objective values for soil are risk-based concentrations (RBCs) • 
from DEQ's 2003 RBDM, as updated 2012. Cyanide numerical nemedial action objective is from 
USEPA's Region Screening Level (RSL) Summary Table, May 2011. Direct contact includes soil 
ingestion, dermal contact, and inhalation. 
1) Soil units shown are in mg/kg, or ppm.2) Cumulative excess cancer risk for all carcinogens 
shall not exceed 1x10-5 

3) The soil numerical remedial action objective for benzene in indoor air (vapor intrusion into 
buildings) is 1.2 mg/kg (DEQ 2003 RBDM, as updated 2012). 
• Surrogate value based on toxicity data for naphthalene. 
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Evaluation of Remedial Alternatives 

Four potential remedies were evaluated in the Staff Report for the Site, they are: 

1 No Action 

2 Engineering and Institutional Controls 

3 High Concentmtion Residuals/Waste Removal at Small Relief Holder and Engineering and 

Institutional Controls 

4 Deep Soil Removal, and Engineering and Institutional Controls 

These potential remedies were evaluated on the basis of protectiveness, long-te1m reliability, 

implementability, implementation risk, and reasonableness of cost, as well as the degree to which 

they address identified hot spots according to OAR 340-122"090. 

Description of Selected Remedy 

DEQ has selected the remedial action recommended in its StaffRep01t as the final remedy for 

the Site in accordance with Oregon Revised Statutes (ORS) 465.200 et. seq. and Oregon 

Administrative Rules (OAR) Chapter 340, Division 122, Sections 0 10 through 115. The 

recommended remedial action includes several measm'es to meet the above RAOs, including: • 

• Excavation and off"site disposal of high-concentration residuals/waste at the small relief holder 

(which will be completed as in conjunction with the remedial action for the portion of the MGP 

site owned by EWEB); 

• Engineering controls consisting of a cap to the areas of the cul-de-sac not already paved; 

• Institutional controls consisting of ru1 Easement & Equitable Servitude resh-icting property use, 

and development of a site management plan (SMP); 

• Inspection and maintenance of the Site conditions and fuatures according to the SMP. 

The selected remedy is desciibed in more detail below. 

Excavation and off-site disposal ofhigb"c011centration residuals/waste 

High-concentration residuals/waste will be removed at the small relief holder foundation by 

excavation. This excavation will be completed as part of the remedial action on the adjacent 

portion of the MGP site owned by EWEB. This material will be disposed of properly after 

characterization. 
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Engineering Controls 

Engineering controls will consist of capping the small area of the cul-de-sac that is not already 
paved. 

Institutional Controls - Easement and Equitable Servitude 

A DEQ-approved Easement and Equitable Servitude (E&ES) will be recorded in the county 
propc1ty records with the following general requirements for the Management Area: 

1. Groundwater Use Restrictions: No one may extract through wells or by other means or 
use the groundwater at the Site for consumption or other beneficial use, This prohibition 
does not apply to extraction of groundwater associated with groundwater treatment or 
monitoring activities approved by DEQ or to temporary dewatering activities related to 
construction, development, or the installation of sewer or utilities at the Site. Any 
generator of waste water must conduct a waste detemlination on any groundwater that is 
extracted during such monitoring, treatment, or dewatering activities and handle, store 
and manage waste water according to applicable laws. 

2. Soil Cap Engineering Control. Except in accordance with a SMP approved in writing by 
DEQ, no one may conduct or allow operations or conditions on the Site or use of the Site 
in any way that will or likely will penetrate the cap at the Site or jeopardize the cap's 
protective function as an engineering control that prevents exposure to contaminated soil, 
including without linlitation any excavation, drilling, scraping, or uncontrolled erosion, 
The Site owner will maintain the cap, if applicable, in accordance with an SMP approved 
in writing by DEQ. 

3. No buildings for human occupancy shall be constmcted at the Site (e.g., offices, shops, 
retail development, or residential development) unless additional Site-specific analyses 
are conducted to demonstrate that RAOs will be met, which analyses must be approved 
by DEQ, and unless aspects of the building construction to meet RAOs, if any, are 
approved by DEQ. 

Institutional Controls - Site Management Plan 

A DEQ-approved SMP will be prepared for the Site, which will cover the following general 
topics: 

1. Excavation worker health and safety, TI1e SMP will describe how work shall be conducted 
at the Site, who can eomplete the work, what notifications will need to occur prior to work 
commencing, measures for personal protective equipment and training required to work on the 
Site, and general protocols for excavating, storing, characterizing, and disposing of any 
excavated materials from the Site, 
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2. Cap Maintenance. The SMP will detail how and at what interval the cap will be inspected 

and outline any regularly scheduled cap maintenance that may be required. The SMP will also 

include responsibility for this task and an appropriate reporting schedule. 

Residual Risk 

Under the recommended remedial action altemative, Site risks will meet the protectiveness 

standard required by OAR 340-122-0040 by applying the following measures. 

• Excavation and Construction Wol'i(er Scenario. Risk from this exposure 

type is reduced to acceptable levels through a SMP that will be prepared to 

direct all foture excavation activities. 

• Occupational Worker Scenario, To address this risk, an asphalt cap will be 

placed over the Site, and cap inspections and maintenance will be included in 

the SMP. 

• Potential Future Exposure to Vapor Intrusion to Buildings, No buildings 

cunently exist at the Site. However, to address the potential for future 

unacceptable risk regarding commercial building stmctures, an institutional 

control will be included in the property Easement and Equitable Servitude. 

Specifically, no buildings for continuous human occupancy will be allowed on 

the Site unless additional site-specific analyses are conducted in the future to 

demonstrate that RAOs would be met and the analyses are coordinated with 

DEQ, and aspects of the building constmction to meet RAOs are approved by 

DEQ. 

Statuto1-y Determination 

The selected remedial action for MGP-rclated contamination at the cul-de-sac pmtion of the f01mer 

Eugene Manufactured Gas Plant is considered to. be protective, effective, reliable, and cost

effective. The selected remedy also treats or removes the identified hot spots of contamination to the 

extent feasible in accordance with OAR 340-122-090. The selected remedy is consistent with the 

cu1Tent and future anticipated use of the Site and is protective of ctment and future anticipated 

beneficial water use within the Site Locality of the Facility (LOF). Residual risks associated with 

the selected remedy are below DEQ's acceptable risk levels. 

Attached 
Figure 1 
Figure 2 

Administrative Record 
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Administrative Record 

AECOM. Mcmot;andum on Subsmfacc Conditions at Intersection ofHilyard Street and East 8th Avenue. 

September 30, 2011. 

Axelrod and Windward, 201 0a. Focused Soil/Fill Management Plan, Electric Transmission Line 
Constmction Project - Eugene Former MGP Site, prepared for Eugene Water & Electric Board, 

August 31, 2010 (Draft), 

Axelrod and Windward. 2010b. Removal Action at Gas Holder Foundation, Eugene Former MGP 

Site, Technical Memorandum, DEQ Review Draft, December 8, 2010, 

Axelrod and Windward. 2011. Field Activity Summary - Focused Soil/Fill Management Plan, 
Eugene Former MGP Site, prepared for Eugene Water & Electric Board, April 2011. 

Axelrod, Otak, and Windward. 2011. Focused feasibility study addendum - Eugene Former MGP 
Site, prepared for Eugene Water & Electric Board, by Axelrod LLC with suppott from Otak Inc. and 

Windward Environmental LLC, July 2011. 

DEQ. 1996a. File Review Summary, Eugene Former Manufactured Gas Plant Site. DEQ, Western 

Region Cleanup Prngram, Eugene, OR. 

DEQ. 1998a. Memorandum dated March 31, 1998, from B. Mason, DEQ, to D. Unfried, EWEB, 
approving field sampling plan for focused groundwater investigation with limited comments, Eugene 
former manufactured gas plant site. DEQ, Westem Region Cleanup Program, Eugene, OR. 

DEQ. 1999b. Letter dated January 27, 1999, from M. McCann, DEQ, to D. Unfried, EWEB, 
regarding approval of project documents (ISi Work Plan [PT! 19951, ISI Report [PTI 1996], FGI FSP 
[Exponent 1998], FGI Results [Exponent 1998]), Eugene manufactured gas plant site. DEQ, 
Westem Region Cleanup Program, Eugene, OR. 

DEQ. 1999c: Letter dated January 27, 1999, from M. Mccann, DEQ, to D. Unfried, EWEB, 
regarding approval of Phase l remedial investigation work plan with direction to address limited 
DEQ comments in later repott or in future project meeting, Former Eugene manufactured gas plant 
site. DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 1999f. Letter dated December 3, 1999, from M. McCann, DEQ, to D. Lawder, EWEB, 
regarding approval of Level 1 ecological risk assessment, former Eugene manufactured gas plant site. 
DEQ, Western Region Cleanup Program, Eugene, OR. • 

DEQ. 2001a. Letter dated January 4, 2001, from M, McCann, DEQ, to D. Lawder, EWEB, 
regarding approval of final Phase I Remedial Investigation completed at former Eugene 
manufactured gas plant site. DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 20016. Letter dated January 4, 2001, from M .. McCann, DEQ, to D. Lawder, EWEB, 
regarding approval of final Land and Beneficial Water Use Survey completed at former Eugene 
manufactured gas plant site. DEQ, Western Region Cleanup Program, Eugene, OR. 
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DEQ, 2002. Letter dated December 20, 2002 from G, Brown, DEQ, to D. Lawder, EWEB, 

regarding approval of Human Health Risk Evaluation and Focused Feasibility Study-Aru10tated 

Outline, Eugene former manufactured gas plant site, Eugene, Oregon. DEQ, Westem Region 

Cleanup Program, Eugene, OR. 

DEQ. 2003. Letter dated November 26, 2003 from G, Brown, DEQ, to D. Lawder, EWEB, 

regarding focused feasibility study, Eugene former manufactured gas plant site, Eugene, Oregon, 

DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 2006. Email dated April S, 2006, from G. Brown, DEQ, to R. Axelrod, Swanson Hydrology 

& Geomorphology, regarding approval of final revisions to revised draft focused feasibility study, 

Eugene manufactured gas plant site. DEQ, Western Region Cleanup Program, Eugene, OR. 

DEQ. 2010a. DEQ letter from GeoffBrown/DEQ to Debbie Spresser/EWEB approving the August 

9, 2010 (Draft) Focused Soil/Fill Management Plan, Electric Transmission Line Construction 

Project, Eugene Former MGP Site, letter dated August 11, 2010. 

DEQ. 2010b, DEQ letter from GeoffBrown/DEQ to Debbie Spresser/EWEB regardingMGP Waste 

discovered during the Electric Transmission Line Construction Project- Eugene, October 1, 20 JO, 

Eugene Fonner MGP Site, ECSI 1723, letter dated October 1, 2010. 

DEQ. 2011. DEQ letter from GeoffBrown/DEQ to Jared Rubin/EWEB regarding approval of 

Focused Feasibility Study Addendum, May 2010, Eugene Former MGP Site, ECS11723, letter dated 

Jw1e 20, 2011. 

Exponent. 1998a. Focused Groundwater Investigation Field Sampling Plan. Prepared for Eugene 

Water & Electric Board, Eugene, Oregon, March 18, 1998. Exponent, Lake Oswego, OR. 

Exponent. 1998b, Results from focused groundwater investigation, Eugene former MGP site, 

August 12, 1998, Prepared for Eugene Water & Electric Board, Eugene, Oregon. Exponent, Lake 

Oswego, .OR. 

Exponent, 1998c. Phase I remedial investigation work plan, Eugene former MGP site, Prepared for 

Eugene Water & Electric Board, Engene, Oregon. Exponent, Lake Oswego, OR, 

Exponent. 1999a. Letter dated July 29, 1999 from R. Axelrod, Exponent to M. McCann, DEQ, 

regarding continued groundwater monitoring schedule - change to semiannual basis, Eugene former 

manufactured gas plant site, Eugene, Oregon. 

Exponent. 1999b. Level I (scoping) ecological risk assessment, tech11ical memorandum, November 

1999. Prepared for Eugene Water & Electric Board, Eugene, Oregon. Exponent, Lake Oswego, OR. 

Exponent. 1999c. Level I (Scoping) Ecological Risk Assessment report, prepared for Eugene Water 

& Electric Board by Exponent Inc,, Lake Oswego, Oregon, January 1999. 

Exponent. 2000a. Land and beneficial water use survey, fo1mer Eugene MGP site, December 2000. 

Prepared for Eugene Water & Electric Board, Eugene, Oregon. Exponent, Lake Oswego, OR, 
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Exponent. 2000b. Phase I remedial investigation report, former manufactured gas plant site, 
Eugene, Oregon, December 2000. Prepared for Eugene Water & Electric Board, Eugene, Oregon. 
Exponent, Lake Oswego, OR. 

Exponent, 2001a. Email dated July 3, 2001, from R. Axelrod, Exponent, to M, McCann, DEQ, 
confirming agreement to modify field monitoring for July 2001. 

Exponent. 2002a. Human health risk evaluation, fmmer manufactured gas plant site, Eugene, OR, 
August 2002. Exponent, Lake Oswego, OR. 

Exponent. 2002b. Letter dated October 22, 2002 from R. Axelrod, Exponent, to A. Spencer, DEQ, 
regarding discontinuation of site monitoring, former manufactured gas plant site, Eugene, Oregon. 
Exponent, Lake Oswego, OR. 

Exponent. 2002c. Focused feasibility study outline, Eugene former manufactured gas plant site, 
Eugene, Oregon, November 6, 2002. Prepared for Eugene-Water & Electric Board, Eugene, OR. 
Exponent, Lake Oswego, OR 

Exponent. 2003. Technical memorandum: supplemental discussion of cumulative and inhalation 
risks, fo1mer manufactured gas plant site, Februaiy 10, 2003. Prepared for Eugene Water & Electric 
Board, Eugene, OR. Exponent, Lake Oswego, OR. 

PERCo. Letter to Geoffrey Brown, Department of Environmental Quality. Cul-de-Sac Property at Hilyard 

Street and 8th Avenue. October 27, 2011 

Progress Reports. Project Qua1terly Progress Reports for period 1998 through September 2011. 

PTI. 1995. Initial site investigation work plan, former manufactured gas plant site, Engene, Oregon, 
Prepared for Eugene Water & Electric Board, Eugene, Oregon. PT! Environmental Services, Lake 
Oswego, OR. 

PTI. 1996. Initial site investigation report,former manufactured gas plant site, Eugene, Oregon. 
Prepared for Eugene Water & Electric Board, Eugene, Oregon. PTI Environmental Services, Lake 
Oswego, OR. 

Swanson and Windward. 2006. Final Focused Feasibility Study, Fmmer Manufactured Gas Plant 
Site, Eugene, Oregon, April 2006. Prepared for Eugene Water & Electric Board, Eugene, OR. 
Swanson Hydrology & Geomorphology, Santa Cruz, CA. 
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Replacement Projects 1-1-16 to 8-31-16
30-Jun-16

Project Estimtimated Cost Actual Cost
1 x1 $1,000,000 $1,000,000
2 x2 $500,000 $0
3 x3 $2,000,000 $1,000,000
4 x4 $500,000 $500,000
5 x5 $0
6 x6 $0
7 x7 $0
8 Total Estimated Replacement Cost $4,000,000 $2,500,000

Schedule Schedule Schedule Schedule Schedule Schedule Schedule
101                 104             105               111        170             163             900          

9 Main Incremental Investment Allocation from UG-287 Company COS $369,272,368 $180,950,490 $112,346,225 $14,286,870 $6,435,931 $4,211,274 $40,766,123 $10,275,455
10 Percentage 100.00% 49.00% 30.42% 3.87% 1.74% 1.14% 11.04% 2.78%

11 Total Investment Ln 8 4,000,000

12 Depreciation Expense  -  Rate 2.96% Ln 11* 2.96% 118,400 118,400
13    Accumulated Depr. (Avg) Ln 12 / 2 59,200
14 Tax depreciation   -  Rate 5.00% Ln 11 *5% 200,000
15 Deferred Tax (Ln 14 - Ln 12) * .3994 32,591
16    Accum Def Tax (Avg) Ln 15 / 2 16,296
17 Income Tax Ln 12 * .3994 47,289
18 Rate Bate 3,924,504
19 Authorized ROR from UG-287 7.47%

20 NOI (Ln 18 * Ln 19) + (Ln 12 - Ln 17) $293,160 $71,111
21 Total NOI (Ln 18 * Ln 19) + (Ln 12 - Ln 17) $364,272
22 Conversion Factor from Company Testimony in UG-287 0.58346
23 Revenue Requirement Ln 21 / Ln 22 $624,330

24 Allocation Rev Req to Schedules Ln 23 * Ln 19 $305,934 $189,944 $24,155 $10,881 $7,120 $68,923 $17,373
25 Weather Normalized 2016 Volumes (Same as PGA) 3,944,203 2,790,590 253,388 157,985 276,803 3,478,380 22,844,121

26 Rate Change Ln 24 / Ln 25 $0.07757 $0.06807 $0.09533 $0.06888 $0.02572 $0.01981 $0.00076

27 2015 Spring Earnigs Review Total Revenue $73,859,618
28 Percentage Increase in Revenue Ln 23 / Ln 27 0.85%

Cascade Natural Gas
Pipeline Recovery Mechanism Sample Calculation
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I. INTRODUCTION 

Q. Please state your name and business address.  1 

A. My name is Micah Robinson and my business address is 3800 Buffalo Speedway, 2 

Suite 200, Houston, TX 77098.   3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by MRE Consulting, and my present position is Gas Supply and 5 

Regulatory Consultant. 6 

Q. What is your present association with Cascade Natural Gas Corporation? 7 

A. I have been retained by Cascade Natural Gas Corporation (Cascade or the 8 

Company) to manage and deliver the long term forecast methodology and model for 9 

use in the 2014 Integrated Resource Plan (IRP). 10 

Q. Would you briefly describe your duties? 11 

A. My primary areas of responsibility include the definition, documentation, and 12 

implementation of Cascade’s long term forecast related to the 2014 IRP. 13 

Q. Please briefly describe your educational background and professional 14 

experiences. 15 

A. In 2000, I graduated from Texas A&M University with a Bachelor of Science in 16 

Industrial Distribution.  I started working with Accenture (Anderson Consulting) in 17 

May 2001 as an analyst in Accenture’s business consulting organization located in 18 

Houston, Texas, with a primary focus on the energy industry.  In 2006, I joined MRE 19 

Consulting, where I am now a Director focused on the implementation of business 20 

process design and modeling, system implementations, and custom development 21 

efforts. 22 

During the course of my 14-year career, I have been responsible for and 23 

involved with business processes and systems required for load forecasting, electric 24 
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and gas rate design, trading and risk management, and many other energy industry 1 

responsibilities. 2 

II. DEMAND FORECAST MODEL 

Q. What is the scope of your testimony in this proceeding? 3 

A. The scope of my testimony in this proceeding will cover the long term demand 4 

forecast model Cascade will be using to predict monthly demand, monthly usage, 5 

and annual customer counts by tariff schedule at the CityGate level.  The results of 6 

the long term forecast model were used as a guide to spread the proposed expected 7 

demand, monthly usage, and annual customer counts presented as part of the 2014 8 

IRP. 9 

Q. Are you providing any exhibits in support of your testimony? 10 

A. Yes, I have provided Exhibit CNG/401 which contains Cascade’s Twenty-Year 11 

Demand Study for Oregon. The results of this study were also provided to other 12 

Cascade witnesses in this proceeding.  13 

Q. What is demand as used in your testimony? 14 

A. Demand refers to Cascade’s historical or future monthly gas usage by CityGate.  A 15 

CityGate is the point where natural gas deliveries transfer from the interstate pipeline 16 

to Cascade’s distribution system.  17 

Q. What is the difference between core and non-core demand? 18 

A. Cascade core demand is comprised of residential, commercial, and industrial 19 

customers’ usage assigned to bundled gas services as defined by tariff.  Cascade 20 

non-core demand is comprised of commercial and industrial customers’ usage 21 

assigned to unbundled gas services as defined by tariff. 22 

Q. What is a forecast model? 23 

A. A forecast model is a statistically driven tool that uses historical information to best 24 

predict future natural gas usage and the number of customers at a CityGate level.  25 
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Q. Why does Cascade use a demand forecast model? 1 

A. Cascade uses a demand forecast model to generate statistically driven results which 2 

project an estimate of gas demand sales and peak demand over a 20-year planning 3 

period.  Forecasted demand is used in long term planning for resources and delivery 4 

systems. The 20-year horizon helps Cascade anticipate resource needs and develop 5 

timely responses. 6 

Q. Would you please describe the Cascade demand forecast model? 7 

A. The Cascade demand forecast model is a statistical tool which takes calculated 8 

heating degree days (HDDs) derived from historical weather and historical demand 9 

to generate a linear regression which is used to project weather-dependent demand.  10 

Non-weather-dependent demand is then added to weather-dependent demand to 11 

produce a consolidated demand figure.  Finally, annual growth is applied to generate 12 

a predicted demand value by CityGate. 13 

Q. How are the HDD values used in the forecast model calculated? 14 

A. HDD values are calculated by beginning with the daily average temperature, which is 15 

the simple average of the high and low temperatures for a given day. The daily 16 

average is then subtracted from a HDD degree threshold (for example 65°F) to 17 

create the HDD for a given day. Should this calculation produce a negative number, 18 

a value of zero is assigned as the HDD. Therefore, HDDs can never be negative. 19 

The HDD threshold number is designed to reflect a temperature below which heating 20 

demand begins to notably rise. The historical threshold for calculating HDDs has 21 

been 65 °F. However, when modeling gas demand based on weather, Cascade has 22 

determined that lowering the threshold to 60 °F produces better results.  Cascade 23 

determined that heating demand does not begin to increase significantly until a HDD 24 

of five (65 °F minus 60 °F) if the traditional HDD threshold of 65 °F is utilized. 25 
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Lowering the HDD threshold thus gives a better measure of the relation between 1 

HDD and therms (measurement of heat usage).  2 

Q. What was the source of historical weather data used in the forecast model? 3 

A. The source of historical weather data for all weather related analysis is the Schneider 4 

Electric weather service.  Weather values used in weather related analysis include 5 

the minimum (Min) and maximum (Max) temperatures per weather station and day. 6 

Schneider Electric weather values were derived from National Oceanic and 7 

Atmospheric Administration (NOAA) actual weather values for a weather station and 8 

day. If NOAA weather was not available for a weather station and day, a Schneider 9 

weather estimate is used. 10 

Q. How many weather station locations are used in the forecast model? 11 

A. There are seven weather station locations: Bellingham, Bremerton, Walla Walla, and 12 

Yakima for Washington; and Baker City, Pendleton, and Redmond for Oregon. 13 

Q. What was the source of the historical demand data used in the forecast 14 

model? 15 

A. Historical core monthly demand by CityGate was derived from three sources: 16 

• The Company’s Customer Care and Billing system (CC&B) provided billing 17 

demand by town, tariff, year, and month; 18 

• The Company’s Gas Management System (GMS) provided non-core demand 19 

by CityGate, year, and month; 20 

• Pipeline Electronic Bulletin Board (EBB) systems provided demand flow data 21 

by CityGate, year, and month. 22 

Q. How was core and non-core demand calculated from historical data? 23 

A. Cascade calculates core demand by using pipeline flow data for each CityGate, 24 

which represents total gas flow for both core and non-core customers, and 25 

subtracting Cascade’s non-core data by CityGate. Non-core data comes from 26 
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Cascade’s own Gas Management System (GMS) which tracks non-core data 1 

demand by individual customers behind each CityGate.  2 

Core demand is improved further by a Cascade analyst who removes data that is 3 

clearly non-weather related and is atypical of Cascade’s core deliveries. A review of 4 

CC&B customer (“premise”) counts and demand by tariff assists in identifying this 5 

data.  The removed data is later reinserted into the forecast but only after weather 6 

regressions are performed. Removing the data prior to performing the regressions 7 

improves the quality of the weather modeling.  8 

Q. What data is used to determine annual growth? 9 

A. Growth is a calculated value which is determined based upon Woods & Poole growth 10 

projection data, economic, mixed, or a manually assigned Cascade growth 11 

adjustment plus a derived U.S. Energy Information Administration (EIA) efficiency 12 

factor. Woods & Poole Economics, Inc. is an independent firm that specializes in 13 

long-term county economic and demographic projections. Woods & Poole's 14 

database for every county in the U.S. contains projections through 2040 for more 15 

than 900 variables. Each year, Woods & Poole updates the projections with new 16 

historical data. Woods & Poole has been making county-level growth projections 17 

since 1983, and public utilities, state and local government, consultants, retailers, 18 

market research firms and planners rely on the Woods & Poole growth projection 19 

data. 20 

Cascade utilizes a manual growth adjustment when it determines the Woods 21 

& Poole growth figure does not best project the growth of a CityGate for a period of 22 

time. Manually assigned growth factors are based on supporting analytics related to 23 

premises growth, engineering estimates, and internal customer projections. Growth 24 

effects are cumulative, which means that growth effects from one year carry over into 25 

the next year. However, there can occasionally be predictable events that impact 26 
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demand for a specific time period but in a manner such that normal demand resumes 1 

when the event is over. For example, a factory may shut down for several months 2 

but return to full gas usage after the shutdown. This in turn would reduce CityGate 3 

demand for those months but would not affect demand thereafter. Cascade 4 

incorporates these non-cumulative events in its forecast as a manual assumption. 5 

Q. How is growth applied in the forecast model? 6 

A. Growth is a calculated value which is determined based upon Woods & Poole 7 

growth, economic, mixed, or a manually assigned Cascade growth adjustment plus 8 

an EIA efficiency factor. Cascade utilizes a manual growth adjustment when it 9 

determines the Woods & Poole growth figure does not best project the growth of a 10 

CityGate for a period of time. 11 

Q. What historical customer data is used in the forecast model? 12 

A. Historical customer count data was gathered through the analysis of monthly 13 

premise counts.  The historical premise count by year and CityGate was derived 14 

from the analysis of monthly premise counts by town and tariff pulled from the 15 

Customer CC&B system. Monthly premise counts by town, tariff, and year were 16 

allocated by town to each CityGate to determine total allocated CityGate premise 17 

count by tariff, year, and month. 18 

Q. What types of scenarios are modeled in the forecast model? 19 

A. A combination of high, medium, or low weather scenarios with high, medium, or low 20 

growth are modeled in the forecast model.  A high weather scenario consists of cold 21 

weather that results in high demand.  A low weather scenario consists of warm 22 

weather that results in low demand.  The medium weather with medium growth is the 23 

base case that is used in the final forecast. 24 
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Q. How are weather scenarios modeled in the forecast model? 1 

A. To determine the average (medium) weather case scenario, the average HDD of 2 

each month was taken from a specified range of years for each of the seven weather 3 

locations. The forecast used a 30 year range of weather history from the years 1984 4 

through 2013 for each of the three scenarios.  5 

To determine the high case HDD weather scenario, Cascade selected the 6 

years representing the six coldest years (20% of the coldest years out of 30). These 7 

are the particular years with the highest system wide HDD. To determine the low 8 

case HDD weather scenario, Cascade selected the years representing the six 9 

warmest years (20% of the warmest years out of 30). These are the particular years 10 

with the lowest system wide HDD. For both the high and low case HDD weather 11 

scenarios, for each particular month of a given projected future year, the HDD from 12 

these six years average to provide the appropriate scenario.  13 

Q. How are growth scenarios modeled in the forecast model? 14 

A. Cascade has defined three growth scenarios to adjust expected demand.  15 

• Expected growth: utilized the annual growth factor 16 

• High growth: utilized the annual growth factor plus an assigned high 17 

growth factor adjustment 18 

• Low growth: utilized the annual growth factor minus an assigned low 19 

growth factor adjustment 20 

Q. What type of regression does the forecast model use to predict future usage? 21 

A. To forecast weather-dependent load, which accounts for weather differences, 22 

Cascade conducted a linear regression analysis1 to develop a regression coefficient 23 

and constant for each CityGate. Cascade preformed a regression analysis of 24 

                                                
1 Regression analysis is a statistical process used to study the relationship between variables – in this 
case weather and demand.  
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weather-dependent monthly gas demand in comparison with monthly HDDs at each 1 

CityGate for historical demand.  The regression analysis calculated the coefficient b 2 

and constant C that best minimizes the error. 3 

Q. How was peak day determined? 4 

A. Cascade determines the peak demand day for the entire system by first selecting the 5 

coldest day recorded in the past 30 years. To determine the system wide peak 6 

demand day, HDDs from all seven weather stations are considered, giving 7 

appropriate weight to the weather stations having the greater impact on system wide 8 

demand.  The calculation of the system-weighted HDD is applied to the previous 30 9 

years of weather data to determine the highest HDD. Cascade found December 21, 10 

1990 to be the highest system-weighted HDD for this period. 11 

Q. How is expected peak day demand calculated? 12 

A. Expected peak day demand in a given year, in contrast with the highest case 13 

scenario peak day demand, is calculated by Cascade based on the average of the 14 

peak demand days for each of the last 30 years. Initially, the system-weighted peak 15 

day is found for each of the last thirty years.  The actual HDD from each of those 30 16 

peak days is averaged for each weather station resulting in an average peak HDD.  17 

Applying the associated average peak HDD to the forecast model for each CityGate 18 

yields an expected peak demand for each CityGate.  Cascade calculates the 19 

expected peak demand for each CityGate for each future year of the forecast by then 20 

applying appropriate growth factors. 21 

Q. Please provide an overview of the operation of the forecast model to develop 22 

an expected final forecast. 23 

A. For each CityGate, historical demand and historical weather are used to find a least 24 

squares linear regression.  The medium weather scenario HDD is applied to the 25 

linear regression to give a predicted load usage at a monthly level.  The medium 26 
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growth figure is applied to the predicted load to give a final figure for each month for 1 

20 years.  The customer count by tariff schedule from the previous year is applied to 2 

a medium growth factor and this gives us the customer count forecast. 3 

Q. Have you prepared any supporting documentation that summarizes Cascade’s 4 

demand study results? 5 

A. Yes.  Exhibit CNG/402, Cascade’s Twenty-Year Oregon Forecast by CityGate 6 

describes the demand study performed for Cascade. 7 

Q. How is the load forecast broken out by customer class? 8 

A. Historical CC&B data is used to determine a breakout of usage per customer class 9 

for each CityGate.  The usage per customer class is applied to the total usage for the 10 

respective CityGate to give a monthly load by CityGate by tariff. 11 

III. BILLING DETERMINANTS 

Q. Have you prepared any supporting documentation that provides Cascade’s pro 12 

forma volumes and billing determinants? 13 

A. Yes.  Exhibit CNG/403, 2015 Oregon Customer and Volume Forecast by Tariff, 14 

describes the IRP demand volumes and customer counts. 15 

Q. Does that conclude your pre-filed, direct testimony? 16 

A. Yes. 17 
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b. EIA Efficiency Effects  

Future gas demand is projected to be impacted by efficiency gains due to technology advances that 

allow customers to reduce natural gas consumption. A 20 year forecast of efficiency gains can be derived 

from the demand forecast provided by the U.S. Energy Information Administration’s (EIA’s) Annual Energy 

Outlook 2014 that provides projections to 2040. 

The EIA Energy Outlook report provides data based on region (census division). Cascade uses the 

2014 EIA Outlook data for the entire U.S.  Cascade considered using forecast data for the Pacific Region, a 

region, which covers both Washington and Oregon; however, this region is too heavily influenced by 

California and its high population, which Cascade does not serve. Cascade uses figures from EIA’s reference 

or base case forecast which projects annual natural gas consumption for both residential and commercial 

customers along with expected HDDs3 and population. Residential and commercial numbers are combined 

to create a single natural gas demand number for each year. A demand per population per HDD figure is 

calculated by dividing demand by the population and HDDs given for each year of the EIA forecast. The 

demand per population per HDD figure is normalized by dividing each year’s calculation by year one (in this 

case 2014) results and is then converted to a percentage. This produces an efficiency growth4 rate for each 

of the next 20 years. For this forecast, the efficiency growth rate is the same for all of Cascade’s CityGates.  

EIA Efficiency was calculated utilizing the equations defined below: 

TD[Yr]  = RD[Yr]  + CD[Yr] 

EIA_E[Yr]  = TD[Yr] / US_POP[Yr] / US_HDD[Yr] 

 

Definitions: 

• RD[Yr]: Residential demand from EIA’s Annual Energy Outlook 2014 by [Yr] year 

• CD[Yr]: Commercial demand from EIA’s Annual Energy Outlook 2014 by [Yr] year 

• TD[Yr]: Total natural gas demand is the summation of the residential and commercial natural gas 

demand for a given year 

• US_POP[Yr]: United States population forecasted by the EIA 

• US_HDD[Yr]: Total Heating Degree Days for the United States as forecasted by the EIA 

• EIA_E[Yr]: Efficiency rate created using data from the EIA’s Annual Energy Outlook 2014. This figure is 

normalized and converted to a percent rate. 
                                                           
3 HDD or Heating Degree Day is a measure of coldness derived from the daily high and low temperature in degrees 
Fahrenheit. More information is provided in the weather segment of section I d. of this report.   
4 In this case, efficiency gains make for negative growth. 
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c. Regional Economic Demographics (W&P) 

Cascade uses regional economic demographics data formulated by Woods and Poole to derive projected 

customer growth by town and year. Woods and Poole employment, income, population, and housing 

demographics were reviewed. Cascade derived population and economic growth factors formulated from 

Woods and Poole’s forecasted population growth, and farm, manufacturing, and construction earnings. 

Population Growth 
Cascade uses population growth data formulated by Woods and Poole to derive projected 

customer growth by CityGate and year.  The Woods and Poole population growth forecast is provided by 

county and year and directly assigned to a CityGate. Cascade assumes a 1% growth in population translates 

to a 1% increase in customer growth.  

W&P Growth by CityGate was calculated utilizing the equations defined below: 

WP_P[CityGate,Yr] = ∑WP_P[County,Yr] 

WP_G [CityGate,Yr] = (WP_P[CityGate,Yr-1] – WP_P[CityGate,Yr])/ WP_P[CityGate,Yr] 

 

Definitions: 

• WP_P[Yr, County]: Woods and Poole annual population forecast based on numerous demographic factors 
by county and by year 

• WP_P[CityGate,Yr]: Sum of all Woods and Poole annual population figures for all counties assigned to a 
CityGate 

• WP_G[CityGate,Yr]: Woods and Poole growth factor percentage calculated from Woods and Poole 
population forecast by CityGate and year 
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Economic Growth 
To develop an economic growth figure, Woods and Poole’s construction, manufacturing, and 

farming earnings were combined for each county and year (2013-2040) to produce a total earnings 

number. These three industries were chosen because they describe the majority of industrial gas users in 

Cascade’s service areas. The total economic earnings figure is divided by Woods & Poole’s inflation forecast 

to calculate raw earnings growth. The sum of all raw earnings growth figures assigned to a CityGate was 

used to calculate the Economic Growth by year for each CityGate. 

W&P Economic Growth by CityGate was calculated utilizing the equations defined below: 

WP_TE[County, Yr] = (WP_CE[County, Yr]  + WP_ME[County, Yr] + WP_FE[County, Yr]) 

WP_TE[CityGate, Yr] =∑ WP_TE[County, Yr] 

WP_EG[CG, Yr] = (WP_TE[CityGate, Yr-1] – WP_TE[CityGate, Yr] )/ WP_TE[County, Yr] 

 

Definitions: 

• WP_TE[County, Yr]: Woods and Poole total earnings from farming, manufacturing, and construction 
forecast by county and by year 

• WP_TE[CityGate, Yr]: Sum of all total earning from farming, manufacturing, and construction forecast by 
county and by year allocated to a CityGate 

• WP_EG[CG, Yr]: Woods and Poole economic growth percentage by CityGate and year 
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d. Demand Study (In House Models)  

Historical Demand 

Historical core monthly demand by CityGate was derived from the amalgamation and analysis of 

demand pulled from three sources: 

• Customer Care and Billing System (CC&B) provided billing demand by town, tariff, year, and month; 

• Gas Management System (GMS) provided non-core demand by CityGate, year, and month; 

• Pipeline Flow Data System (EBB5) provided demand by CityGate, year, and month. 

Cascade core demand is comprised of residential, commercial, and industrial customers assigned to core 

bundled gas services as defined by tariff6. Cascade calculates core demand by using pipeline flow data for 

each CityGate, which represents total gas flow for both core and non-core customers, and subtracting 

Cascade’s non-core data by CityGate. Non-core data comes from Cascade’s own Gas Management System 

(GMS) which tracks non-core data demand by individual customers behind each CityGate.  

Core demand is improved further by a Cascade analyst who removes data that is clearly non-

weather related and is atypical of Cascade’s core deliveries. A review of CC&B premise counts and demand 

by tariff assists in identifying this data.  The removed data is later reinserted into the forecast but only after 

the weather regressions are performed. Removing the data prior to performing the regressions improves 

the quality of the weather modeling7. Core demand by year, month, and CityGate is the primary 

information upon which this forecast is constructed. 

Core Demand by CityGate was calculated utilizing the equation defined below: 

CD [CG,Yr,Mth] = A_P_D [CG,Yr,Mth] – NC_GMS_D [CG, Yr, Mth] – NWD_CD [CG, Yr, Mth] 

 Definitions: 

• A_P_D: Actual Pipeline Demand by CityGate, year, and month. 

• NC_GMS_D: Non-Core GMS Demand by CityGate, year, and month 

• CD[CG, Yr, Mth]: Core demand by CityGate, year, month 

• NWD_CD: Non Weather dependent core demand, as determined by Cascade’s review of C_CCB_D_A 

and NC_CCB_D_A (see next calculation on CC&B data) 

• WD_CD: Calculated weather dependent core demand by CityGate, month, and year. 

                                                           
5 EBB or Energy Bulletin Board is a system in which pipeline companies post pipeline volumes for the benefit of buyers 
and sellers of natural gas. 
6 Tariff is a customer classification code 
7 See regression section of the report for more information 
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Core demand data can also be generated by using CC&B demand figures. However, CC&B derived 

demand figures were not consistent enough for use in the forecast model.  Instead, the data is used only as 

analytical support, such as helping to identify atypical, non-weather related data. CC&B demand was 

allocated by town to each CityGate to determine total allocated CityGate demand by billing year and 

month.  Analysis of the CC&B data demonstrated that billed non-core load minus one month was 

equivalent to non-core physical flow, due to billing operations scheduled for the last day of the month. 

CC&B core demand was determined to not be equivalent to physical gas flow because of differences 

between the billing cycle and physical gas flow. 

CC&B Demand data by CityGate was calculated utilizing the equations defined below: 

D_A_CCB [CG, Tarriff,Yr,Mth] = D_CCB [Tariff,Town,Yr,Mth] x TGA[Town, CG] 

C_CCB_D_A[CG,Yr,Mth] = ∑D_A_CCB [CG,Tariff,Yr,Mth] 

NC_CCB_D_A[CG,Yr,Mth] = ∑D_A_CCB [CG,Tarrif,Yr,Mth] 

Definitions: 

• D_CCB: Raw CC&B Demand data by billing Year, Month -1, Town, and Tariff 

• D_A_CCB: calculated demand where CC&B demand is allocated to each CityGateCG based upon the TGA 

• TGA: Town to Gate Allocation (TGA) where 100 % of a town’s billed volume is allocated to one or more 

CityGates 

• C_CCB_D_A: Sum of Core CC&B Demand Allocated to the CityGate by year and month 

• NC_CCB_D_A: Sum of Non-Core CC&B Demand Allocated to the CityGate by year and month 
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Weather 
Weather Information Gathering 

Historical weather is pulled from the Schneider Electric weather service for all weather related 

analysis.  The analysis relies on the minimum (Min) and maximum (Max) temperatures per weather station 

and day, where National Oceanic and Atmospheric Administration (NOAA) provides an actual weather 

value for a weather station and day. If NOAA weather was not available for a weather station and day, a 

Schneider weather estimate is used. 

Average Weather by Weather Station was calculated utilizing the equations defined below: 

AVG_WS[WS, WD] = Average(MinOfTemperature[WS, WD], MaxOfTemperature[WS, WD]) 

Definitions: 

• AVG_WS[WS, WD]: calculated average temperature by WeatherStationWS and WeatherDayWD 

• MinOfTemperature[WS, WD]: minimum temperature from Schneider Electric weather service by [WS] 

weather station and [WD] weather day 

• MaxOfTemperature[WS, WD]: maximum temperature from Schneider Electric weather service by [WS] 

weather station and [WD] weather day 

Cascade assigns a particular weather station to represent each CityGate or demand loop it defines as a 

forecasting location. Seven weather stations were determined to best fit the Cascade geographic network 

and are located in the cities of Bellingham, Yakima, Walla Walla, Pendleton, Redmond, Baker City, and 

Bremerton. Considerations for selecting the weather stations are: 

• Proximity of the CityGate to the weather station; 

• Quality of the data available at the weather station; and 

• Geographical impediments between the weather station and the CityGate. 

The map below shows the weather locations as well as Cascade’s related customer locations (shaded in 

aqua). 
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Average weather by weather station is converted into Heating Degree Days (HDD) which become 

the unit of measure for the weather upon which this report is based. With weather quantified in terms of 

HDDs, Cascade can forecast demand scenarios based on an average year, a cold year, or a mild year. In 

addition, Cascade can forecast demand on peak demand days when gas loads are at their highest. 

Modelling various weather scenarios helps Cascade to plan for serving its customers during varying demand 

levels.    

Heating Degree Days 
Heating Degree Day (HDD) values are calculated by beginning with the daily average temperature, 

which is the simple average of the high and low temperatures for a given day. The daily average is then 

subtracted from an HDD degree threshold (for example 65°F) to create the HDD for a given day. Should this 

calculation produce a negative number, a value of zero is assigned as the HDD. Therefore, HDDs are never  

negative. The HDD threshold number is designed to reflect a temperature below which heating demand 

begins to notably rise. The historical threshold for calculating HDD has been 65 °F. However, Cascade’s 

modelling demonstrates that lowering the threshold to 60 °F produces better results. The graph below 

shows that heating demand does not begin to increase significantly until a HDD of five (65 °F minus 60 °F) if 

the traditional HDD threshold of 65 °F is utilized. Lowering the HDD threshold thus gives a better measure 

of the relation between HDD and therms (measurement of heat usage).  
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Historical Premise Count 
The historical premise count by year and CityGate was derived from the analysis of monthly 

premise counts by town and tariff pulled from the Customer Care and Billing (CC&B) system. Monthly 

premise counts by town, tariff, and year were allocated by town to each CityGate to determine total 

allocated CityGate premise count by tariff, year, and month. 

Historical Premise Count by CityGate was calculated utilizing the equations defined below: 

P_A_CCB [CG, Yr, Mth, Tariff] = P_CCB [Town,Tariff,Yr,Mth-1] x TGA[Town, CG] 

CCB_AAP [CG, Yr, Tariff] = Average(P_A_CCB [CG, Yr, Mth, Tariff]) 

Definitions: 

• P_CCB: Raw CCB premise count data by billing Year, Month -1Mth, Town, and Tariff 

• P_A_CCB: calculated premise count where monthly CC&B premise count by tariff is allocated to each 

CityGate based upon the TGA 

• TGA: Town to gate allocation (TGA) where 100 % of a town’s billed volume is allocated to one or more 

CityGates 

• CCB_AAP: CC&B Average annual premise count by CityGate, tariff, and year   
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Growth 

Growth is a calculated value which is determined based upon Woods and Poole Growth, Economic, 

Mixed, or a manually assigned Cascade growth adjustment plus an EIA efficiency factor. Cascade utilizes a 

manual growth adjustment when it determines the Woods and Poole growth figure does not best project 

the growth of a CityGate for a period of time. Manually assigned growth factors are based on supporting 

analytics related to premise growth, engineering estimates, and internal customer projections. 

Growth effects are cumulative, which means that growth effects from one year carry over into the 

next year. However, there can occasionally be predictable events that impact demand for a specific time 

period but in a manner such that normal demand resumes when the event is over. For example, a factory 

may shut down for several months but return to full gas usage after the shutdown. This in turn would 

reduce CityGate demand for those months but would not affect demand thereafter. Cascade incorporates 

these non-cumulative events in its forecast as a manual assumption. 
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Forecast Adjustment Factor by CityGate and year was calculated utilizing the equations defined below: 

WP_M[GC,Yr] = [WP_E[CG,Yr] * (1- WC[CG])] + [WP_P [CG,Yr] * WC[CG]] 

A_GR [CG,Yr] = Select (WP_M[CG,Yr],WP_E[CG,Yr], WP_P [CG,Yr], MAG[GC,Yr])  

SA_GR [CG,Yr] = A_GR [CG,Yr] x (GS[Avg,High,Low] +1)9 

SEC_GF [CG,Yr] = SEC_GF [CG,Yr-1] *(1 + S_GF[Yr,CG] + EIA_E [GC,YR]) 

SEC_GR [CG,Yr] = (SEC_GF [CG,Yr] – 1) /1 

FAF[CG,YR,Mth] = (SEC_GR [CG,Yr] + MA[Yr]+ MA[Yr,Mth] + MA[Mth]) 

 

Definitions: 

• WC[CG]: Weather correlation R2 coefficient for a CityGate 
• A_GR [CG,Yr]: The Assigned Annual Growth Rate, represents growth by CityGate and year (This defaults to 

the Woods and Poole Growth rate for the CityGate and year unless a Manually Assigned Growth rate is 

provided) 

• WP_P[GC,Yr]: Woods and Poole Population Growth by CityGate and year 

• WP_E[GC,Yr]: Woods and Poole Economic Growth by CityGate and year 

• WP_M[GC,Yr]: Mixed Woods and Poole Population and Economic Growth factors by CityGate and year 

• MAG [GC,Yr]: Manually Assigned Growth by CityGate and year 

• SA_GR[CG,Yr]: The Assigned Scenario Growth Rate, represents A_GR impacted by the selected growth 

scenario 

• GS[Avg,High,Low]: Growth Scenario Impact for average, high, and low growth given in percent terms 

• EIA_E [GC,Yr]: EIA Efficiency factor by year 

• SEC_GF[CG,Yr]: Applied Annual Growth Factor (With EIA Efficiency), by CityGate and year that is 

compounded 

• SEC_GR[CG,Yr]: Applied Annual Growth modified from a factor to percent rate 

• FAF[CG,Yr,Mth]: Final Forecast Adjustment Factor by CityGate, year, and month 

• MA[Yr]: A Manual Forecast Adjustment Factor that affects a given year  

• MA[Yr,Mth]: A Manual Forecast Adjustment Factor that affects a given month in a given year  

• MA[Mth]: A Manual Forecast Adjustment Factor that affects a given month for all years 

                                                           
9 This formula changes depending on whether the assigned growth rate is positive or negative and the growth 
scenario (high or low). See growth scenario section for more details. 
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Weather Scenarios 
The study models three weather scenarios:  medium, high and low temperature.  To determine the 

average (medium) weather case scenario, the average HDD of each month is taken from a specified range 

of years for each of the seven weather locations. This forecast uses a 30 year range of weather history from 

the years 1984 through 2013 for each of the three scenarios.  

To determine the high case HDD weather scenario, Cascade selects the years representing the six 

coldest years (20% of the coldest years out of 30). These are the particular years with the highest system 

HDD. Finding the system HDD involves considering HDDs from all seven weather stations and giving 

appropriate weight to the weather stations that have greater impact on system wide demand. The 

weighting factor is determined by adding the coefficients or factors (derived from the regression10) for each 

weather station, and by then dividing the sum of the coefficients by the total value of the coefficients from 

all of the weather stations. Thus the system weighted HDD is the summation of HDDs from each weather 

station multiplied by its weighting factor.  The system calculated HDDs are used to rank the years from 

warmest to coldest.  

To determine the low case HDD weather scenario, Cascade selects the years representing the six 

warmest years (20% of the warmest years out of 30). These are the particular years with the lowest system 

wide HDD. For both the high and low case HDD weather scenarios, for each particular month of a given 

projected future year, the HDD from these six years are  averaged to provide the appropriate scenario.  

  

                                                           
10 Refer to regression section of this report for more information.  

High Demand 
High HDD  

(Cold) 

Average Demand 
Average HDD 

  

Low Demand 
Low HDD (Mild) 

Weather Scenarios 
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Cascade Weather Scenario Impact 

Weather Scenario Impact by Weather Station was calculated utilizing the equations defined below: 

AWS[Avg, Mth] = Average(HDD[All Weather YRS, Mth]) 

HWS[High, Mth] = Average(HDD [Top X YRS, Mth]) 

LWS[Low, Mth] = Average(HDD [Bottom Y YRS, Mth]) 

 

Definitions: 

• AWS[Avg, Mth]: Average HDD by month for all weather years 

• HWS[High, Mth]: Average HDD by month for the X years with the highest HDD values (coldest), where X is 

the number of weather years multiplied by the weather range, e.g. 30 years * 20% = 6 years 

• LWS[Low, Mth]: Average HDD by month for the Y years with the lowest HDD values (warmest), where Y is 

the number of weather years multiplied by the weather range, e.g. 30 years * 20% = 6 years 
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Growth Scenarios 
Cascade has defined three growth scenarios to adjust expected demand:    

• Expected growth: is the calculated Annual Cascade Assigned Scenario Impact growth projection 

• High Growth: is the High Cascade Assigned Scenario Impact 

• Low Growth: is the Low Cascade Assigned Scenario Impact  

Each scenario calculates a single growth factor to increase or decrease demand at a given CityGate in a 

given year over the projected 20 year period.  

Cascade Growth Scenario Impact 
High and low growth scenarios are defined by a banded +/- ranged based upon the average 

assigned scenario growth defined. 

Growth Scenario Impact by CityGate and Year was calculated utilizing the equations defined below: 

SA_GR[AVG, CG, Yr] = SA_GR [YR,CG] 

SA_GR[High] = If A_GR [YR,CG] >0, THEN = A_GR [YR,CG] * (1+GS[High]), ELSE =  A_GR [YR,CG] * (1-GS[High]) 

SA_GR[Low] = If A_GR [YR, CG] >0, THEN = A_GR [YR,CG] * (1-GS[High]), ELSE =  A_GR [YR, CG] * (1+GS[Low]) 

 

 

Definitions: 

• GS[Avg, High, Low]: Growth based upon scenario Avg, High, or Low 

• A_GR[CG, Yr]: The Assigned Annual Growth Rate, represents growth by CityGate and Year (This is the 

Population/Economic/Mixed Woods and Poole Growth factor for the CityGate and Year unless a 

Manually Assigned Growth factor is provided) 

• GS[High]: High Growth Range Adjustment is a model variable represented as % 

• GS[Low]: Low Growth Range Adjustment is a model variable represented as % 
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Regression Analysis 

The majority of Cascade’s core natural gas demand is used for heating purposes and is highly 

dependent on the weather. The colder the weather, the greater the demand. To forecast weather 

dependent load which accounts for weather differences, Cascade conducted a linear regression11 analysis 

to develop a regression coefficient and constant for each CityGate. Cascade preformed a regression 

analysis of weather dependent monthly gas demand in comparison with monthly heating degree days at 

each CityGate for Historical Demand. The regression analysis calculated the coefficient b and constant C 

that best minimizes the error. This forecast uses a linear regression, no exponents were used12. 

 

Regression analysis calculates the best coefficient b and constant C values for each CityGate utilizing the 

equations defined below: 

𝑫𝑫𝑫𝑫𝑫𝑫 = 𝒃 × 𝑯𝑫𝑫+ 𝑪 

Definitions: 

• Demand = Core Weather Dependent Gas Demand (Daily Average for a given month in dekatherms) 

• HDD = Average Heating Degree Day Per month  

• b = coefficient that gives gas demand (dekatherms) per HDD 

• C  = constant, base level of gas demand (dekatherms) that remains the same regardless of weather  

 

The coefficient b is the central figure in the model when calculating weather dependent demand. It 

best describes the impact that weather has on gas demand. The larger the b coefficient, the greater the gas 

demand per unit of weather.  The constant C is the base level of gas demand (dekatherms) that remains the 

same regardless of weather. 

In addition to finding the coefficient b and the constant C, another product of the regression analysis is 

the production of the correlation coefficient, R. This figure is typically squared to form R2. R2 measures the 

strength of the relationship between two variables. R2 values can range from zero to one. A regression with 

an R^2 of 1 means it has been a perfect predictor of demand, and therefore, would be an ideal regression 

to use.  An R^2 of 1 does not guarantee a future HDD will predict the exact demand.  A low R^2 value 

shows that it has not been a good predictor, and therefore, would not be an ideal regression to use.   

                                                           
11 Regression analysis is a statistical process used to study the relationship between variables – in this case weather 
and demand.  
12 Cascade considered using exponential and more complex statistical techniques to find the relationship between 
weather and demand. However, Cascade saw only negligible gains in regression quality that did not merit the 
additional complexity.  
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For the purposes of this forecast, Cascade did not require the use of a Monte Carlo13 model to 

calculate weather. There was sufficient historical weather data to produce high, low, and medium cases 

without utilizing a Monte Carlo simulation. 

e. Demand Study (Calculation) 

Monthly Demand Forecast 

The Monthly Demand Forecast by CityGate, year, and month is based upon the calculated forecast 

for weather dependent core load plus the most recent year’s (2013) non weather dependent core load 

where a single forecast adjustment was applied which included growth and Cascade assumptions. 

Weather dependent core load was forecasted by CityGate utilizing the Weather Dependent Model 

equation, unless the R2 of a CityGates linear regression was below a certain 80% threshold, meaning HDD is 

not a good predictor of demand.   

Forecast Demand by CityGate, Year, and Month was calculated utilizing the equations defined below: 

WDD[CG,YR,Mth] = (b[CG] x HDD[High, Ave, Low, CG,Mth] + C[CG])* DAYS[Yr,Mth] + NWDDV[CG,YR,Mth] 

MDF[CG,YR,Mth] = Or(WDD[CG,YR,Mth], DDV[CG,YR,Mth]) * (1+FAF[YR,Mth,CG]) 

Definitions: 

• WDD: Weather based demand for a given weather scenario for a given CityGate and month 

• b: coefficient that gives gas demand (dekatherms) per HDD for a given CityGate  

• C: constant, base level of gas demand (dekatherms) that remains the same regardless of weather 

• DAYS: Number of days in forecast year and month 

• NWDDV: Non Weather Dependent Default Demand Value based upon forecast month 

• DDV: Default demand value per CityGate based upon forecast month 

• MDF: Monthly demand forecast per CityGate 

• FAF: Forecast Adjustment Factor by CityGate, year, and month (Includes growth, assumptions, and 

scenario impact) 

 

                                                           
13 Monte Carlo modeling is a statistical method used to estimate solutions for complex equations that cannot be 
solved for implicitly. The technique typically involves averaging the results of multiple trials using random input 
figures. For this forecast, the primary inputs, including weather, were defined well enough that the use of Monte 
Carlo is not necessary.    
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System Peak Forecast 
The purpose of finding the peak demand day is to ensure that Cascade can continue to provide 

adequate heating to its customers even under extreme conditions which are far colder than the norm.  

There are 3 scenarios that are analyzed in the forecast model:  

• Expected peak day; 

• System wide max peak day; 

• Max CityGate peak day. 

Expected peak day demand in a given year, in contrast with the highest case scenario peak day demand, is 

calculated by Cascade based on the average of the peak demand days for each of the last 30 years. Initially, 

the system-weighted peak day, which is later explained, is found for each year for the last thirty years. The 

actual HDD from each of those 30 peak days is averaged for each weather station resulting in an average 

peak HDD.  Applying the associated average peak HDD to the forecast model for each CityGate yields an 

expected peak demand for each CityGate. Cascade calculates the expected peak demand for each CityGate 

for each future year of the forecast by applying appropriate growth factors.  

Cascade determines the system wide max peak demand day by first selecting the system wide 

single coldest day recorded in the past 30 years. To determine the system wide max peak demand day, 

HDDs from all seven weather stations are considered, giving appropriate weight to the weather stations 

having the greater impact on system wide demand. This same method is used in the weather scenario 

section of this report in order to find the coldest and warmest years. The calculation of the system 

weighted HDD is applied to the previous 30 years of weather data to determine the highest HDD of all. 

Cascade has found December 21, 1990 to be the highest system weighted HDD for this period.  

The peak demand day is then derived from the highest HDD by applying the actual HDD from the 

peak day for the 30 year period to the monthly linear regression equation for each CityGate14. Thus, all 

CityGates associated with the Bellingham weather station, for example, use the HDD calculated for 

Bellingham for December 21, 1990 and similarly for all the other weather stations and CityGates. This 

provides a highest demand scenario for peak demand load based on 30 years of weather history for each 

CityGate. To determine the peak demand day for a given projected year, growth factors (see below) are 

applied to the peak demand day for the thirty year period. Peak day demand is in turn calculated for each 

CityGate for each year of the twenty year forecast. 

                                                           
14 See regression section of this report 
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The max CityGate peak day is determined by finding the coldest HDD for each weather station in 

the 30 year history and combining those to model occurrence in one day.  The difference between the 

system wide max peak day and the max CityGate peak day is that the system wide max peak day is the 

historical day that maximized the entire system demand,  whereas the max CityGate peak day is a 

theoretical scenario where the coldest HDD for each weather station occurs on the same day. 

For CityGates where demand is not weather dependent, the peak demand day cannot be 

calculated by applying an associated HDD. Instead, peak demand for these CityGates becomes the average 

daily demand for the month in which the system peak day falls. Cascade applies the calculated Daily Peak 

Adder (DPA) to the average daily demand number to convert the average day figure to daily peak demand. 

As with the weather dependent peak days, growth factors are applied to this figure. 

PeakDemand by CityGate and year was calculated utilizing the equations defined below: 

DDmax[CG,Yr] = (b[CG] x HDDpmax[day] + C[CG]) 

DDavg[CG,Yr] = (b x HDDpavg[day] + C) 

MPDF[CG,Yr] = (DDmax[CG,Yr])*(1+FAF[CG,Yr]) OR 

(DDV[CG,Yr,Mth])/ DAYS[Yr,Mth])* (1+FAF[CG,Yr])*(1+DPA) 

EPDF[CG,Yr] =(DDavg[CG,Yr])*(1+FAF[CG,Yr]) OR 

(DDV[CG,Yr,Mth])/ DAYS[Yr,Mth])* (1+FAF[CG,Yr])*(1+DPA) 

Definitions: 

• HDDpmax: HDD of an associated weather station on the historical peak day 

• HDDpavg: Average of the weather station’s HDDs from the historical peak days of each of the last 30 

years 

• DDmax: Daily demand based on a max peak HDD 

• DDavg: Daily demand based on an average peak HDD 

• b: coefficient that gives gas demand (dekatherms) per HDD 

• C: constant, base level of gas demand (dekatherms) that remains the same regardless of weather 

• DAYS: Number of days in forecast Year and Month 

• DDV: Default monthly demand value per CityGate based upon month of peak demand day 

• MPDF: Max peak demand day forecast per CityGate 

• EPDF: Expected peak demand day forecast per CityGate 

• FAF: Forecast Adjustment Factor by CityGate, Year (Includes Growth, Assumptions, and Scenario 

Impact) 

• DPA: Default peak adder based on user input 
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Annual Premise Count Trend Forecast 
The Annual Premise Count Projection by CityGate and year was based upon a linear trend analysis 

of the Historical Premise Count data pulled from CC&B for a CityGate, tariff, and year. Historical Premise 

Count by CityGate, tariff, and year was used to forward project premise count based upon the trend 

between premise count and time. This information is used as guide to assist Cascade when forecasting 

customer growth. 

Premise Trends by CityGate where calculated utilizing the equations defined below: 

FPC [CG,Tariff,Yr] = Trend(CCB_AAP [CG,Tariff,Yr],Time [Yr]) 

Definitions: 

• CCB_AAP: CCB Average Annual Premise count by CityGate, tariff, and year. 

• Time: Years Raw CCB premise count data was provided 

• FPC: Forward projection of annual premise count by CityGate, tariff, and year.   
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f. Assumptions Weather 

• Forecast is based off of core data 

• Core data is sourced from the pipeline company and from Cascade GMS (Gas Management System)  

• Weather at each CityGate is represented by weather at one of the seven weather locations. 

• HDDs, on a 60 F threshold, are used to measure units of coldness 

• The time period for finding historical weather is the past 30 years (1984-2013).  

• The average weather case scenario is based on normal weather- the average monthly HDD of a 

historical time period of 30 years.  

• The high case weather scenario uses the monthly average from the six coldest system wide years 

out of 30. 

• The low case weather scenario uses the monthly average from the six warmest system wide years 

out of 30. 

Linear Regression Model 
• A linear regression model is used to model demand based on weather. 

• Cascade refers to the most recent year (2013) for CityGates that have regressions (R
2
) less than a 

certain value assigned by Cascade (80%).  

Growth 
• The forecast uses outside consulting firm Woods & Poole’s forecast for population growth. 

• The forecast model assumes that 1% increase in population translates to a 1% increase in gas 

demand, before accounting for any efficiency gains. 

• The EIA efficiency factor is derived from the 2014 EIA Annual Energy Outlook. 
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II. Glossary of Terms and Assumptions 

Core Customers – These are full service customers of Cascade that pay a delivered price of gas. These are 
typically residual and commercial customer users.   

Non-Core Customers – These customers pay Cascade the cost of transporting the gas to Cascade and 
purchase the gas from another source.  

Premise Count – Customer count.  

NOAA – National Oceanic Administration Association, the federal agency that is the primary weather data 
holder for the United States.  

Regression – A method of comparing two different data sets in which factors are calculated to predict one 
data set to the other. The closer the predicted set to the actual set the better the regression. 

Correlation – A measure of the regression of between two data sets. The higher the regression or relation 
between two data sets the higher the correlation. Correlation figures range from zero to one.  

HDD – Heating Degree Day – A unit to describe unit of coldness.  

CityGate – This marks the point where the gas utility, Cascade, delivers gas from the gas pipeline company 
to a large group of customers. 
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2015 74,229,686 429,400 3,541,222 1,939,721 49,811 215,103 5,251,507 76,210 465,844 2,748,888 417,902 449,334 5,458,373 6,180,686 2,851,608 7,565,311    217,315 4,470,395 - 554,489 - - 31,346,564 
2016 75,702,992 434,175 3,562,791 1,959,822 50,113 217,395 5,308,033 76,734 478,280 2,773,777 422,485 454,083 5,499,981 6,247,283 2,878,811 7,770,131    219,708 4,590,504 - 566,906 - - 32,191,977 
2017 76,495,517 434,621 3,550,039 1,963,040 50,417 217,696 5,315,364 76,400 486,528 2,773,465 423,119 454,798 5,488,814 6,255,841 2,879,442 7,904,383    219,958 4,670,755 - 579,341 - - 32,751,495 
2018 77,635,149 437,278 3,555,107 1,974,912 50,724 219,019 5,347,854 76,509 496,921 2,786,376 425,766 457,578 5,504,496 6,294,080 2,894,024 8,074,371    221,302 4,771,202 - 591,800 - - 33,455,830 
2019 78,778,165 439,967 3,560,176 1,986,912 51,033 220,355 5,380,740 76,618 507,343 2,799,632 428,440 460,392 5,520,483 6,332,784 2,909,006 8,244,563    222,663 4,871,770 - 604,274 - - 34,161,015 
2020 80,283,682 444,893 3,582,501 2,007,669 51,341 222,725 5,439,067 77,159 520,071 2,826,132 433,152 465,292 5,563,286 6,401,504 2,938,086 8,453,151    225,132 4,994,025 - 616,739 - - 35,021,758 
2021 81,068,179 445,372 3,570,533 2,011,061 51,651 223,051 5,446,842 76,841 528,249 2,826,945 433,805 466,048 5,552,721 6,410,582 2,939,901 8,585,071    225,398 5,072,978 - 629,231 - - 35,571,897 
2022 82,215,176 448,099 3,575,822 2,023,253 51,961 224,405 5,480,190 76,955 538,731 2,841,012 436,507 468,901 5,568,977 6,449,831 2,955,681 8,755,346    226,778 5,173,595 - 641,711 - - 36,277,422 
2023 83,361,247 450,820 3,581,111 2,035,402 52,270 225,763 5,513,472 77,069 549,223 2,855,193 439,201 471,749 5,585,209 6,489,002 2,971,594 8,925,456    228,156 5,274,114 - 654,179 - - 36,982,267 
2024 84,892,554 455,850 3,603,979 2,056,585 52,579 228,180 5,573,020 77,621 562,218 2,882,995 443,998 476,751 5,628,744 6,559,160 3,001,905 9,137,284    230,676 5,398,203 - 666,653 - - 37,856,150 
2025 85,654,098 456,279 3,591,908 2,059,786 52,886 228,481 5,580,234 77,301 570,250 2,884,253 444,596 477,461 5,617,617 6,567,577 3,004,085 9,265,429    230,918 5,475,006 - 679,097 - - 38,390,932 
2026 86,799,019 459,000 3,597,197 2,071,956 53,193 229,842 5,613,517 77,415 580,780 2,898,903 447,282 480,309 5,633,797 6,606,748 3,020,530 9,435,169    232,296 5,575,307 - 691,538 - - 39,094,242 
2027 87,942,098 461,722 3,602,486 2,084,105 53,499 231,199 5,646,799 77,529 591,311 2,913,676 449,966 483,157 5,649,950 6,645,919 3,036,975 9,604,579    233,673 5,675,413 - 703,954 - - 39,796,188 
2028 89,486,391 466,780 3,625,015 2,105,372 53,802 233,629 5,706,642 78,075 604,512 2,942,121 454,780 488,182 5,693,226 6,716,425 3,067,996 9,818,441    236,207 5,800,623 - 716,350 - - 40,678,213 
2029 90,219,473 467,121 3,612,623 2,108,233 54,103 233,893 5,712,835 77,747 612,370 2,943,466 455,287 488,807 5,681,383 6,723,639 3,070,131 9,942,288    236,406 5,874,967 - 728,706 - - 41,195,470 
2030 91,353,298 469,799 3,617,471 2,120,191 54,402 235,231 5,745,588 77,851 622,895 2,958,483 457,924 491,609 5,696,825 6,762,188 3,086,709 10,110,504 237,761 5,974,367 - 741,035 - - 41,892,465 
2031 92,487,490 472,483 3,622,320 2,132,169 54,700 236,570 5,778,408 77,956 633,437 2,973,506 460,563 494,418 5,712,404 6,800,814 3,103,553 10,278,678 239,119 6,073,742 - 753,361 - - 42,589,288 
2032 94,042,547 477,563 3,644,724 2,153,497 54,997 239,009 5,838,471 78,499 646,830 3,002,468 465,386 499,460 5,755,413 6,871,582 3,135,023 10,494,259 241,664 6,199,888 - 765,657 - - 43,478,155 
2033 94,749,799 477,834 3,632,017 2,156,063 55,292 239,241 5,843,849 78,164 654,534 3,003,897 465,818 500,017 5,742,864 6,877,835 3,137,108 10,614,160 241,827 6,271,981 - 777,950 - - 43,979,347 
2034 95,879,394 480,501 3,636,866 2,167,978 55,586 240,574 5,876,471 78,269 665,096 3,019,274 468,434 502,808 5,758,223 6,916,228 3,154,084 10,781,592 243,177 6,370,918 - 790,222 - - 44,673,094 



BEFORE THE 

PUBLIC UTILITY COMMISSION OF OREGON 

DOCKET NO. UG 287 

Micah Robinson 
Exhibit No. 403 

2015 Oregon Customer and Volume Forecast 

CNG/403 
Robinson 



CNG/403 
Robinson/Page 1 of 1 

 
Cascade Natural Gas Corporation 

2015 Oregon customer and volume forecast by tariff 
 

 

 

 

Oregon Customer Count Forecast 

Year CNGOR101 CNGOR104 CNGOR105 CNGOR111 CNGOR170 

2015 711,020 118,063 1,331 156 48 

Oregon Vo lume Forecast (Therms) 

Year CNGOR101 CNGOR104 CNGOR105 CNGOR111 CNGOR170 

Commercia l Industrial 

2015 39,442,028 27,905,898 2,533,883 548,762 1,031,083 2,768,032 
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I. INTRODUCTION AND SUMMARY 1 

Q. Please state your name and business address. 2 

A. My name is Ronald J. Amen and my business address is 17806 NE 109th Court, Redmond, 3 

Washington 98052. 4 

Q. On whose behalf are you appearing in this proceeding? 5 

A. I am appearing on behalf of Cascade Natural Gas Corporation (“Cascade” or the 6 

“Company”). 7 

Q. By whom are you employed and in what capacity? 8 

A. I am employed by Black & Veatch Corporation (Black & Veatch) as a Director and I am a 9 

member of the Financial & Regulatory Services Practice within Black & Veatch 10 

Management Consulting.  11 

Q. Please describe the firm of Black & Veatch. 12 

A. Black & Veatch has provided comprehensive engineering and management services to 13 

utility, industrial, and governmental entities since 1915. Black & Veatch Management 14 

Consulting delivers management consulting solutions in the energy and water sectors.  Our 15 

services include broad-based strategic, regulatory, financial, and information systems 16 

consulting.  In the energy sector, Black & Veatch Management Consulting delivers a variety 17 

of services for companies involved in the generation, transmission, and distribution of 18 

electricity and natural gas.   19 

Black & Veatch has extensive experience in all aspects of the North American 20 

natural gas industry, including utility costing and pricing, gas supply and transportation 21 

planning, competitive market analysis, and regulatory practices and policies gained through 22 
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management and operating responsibilities at gas distribution, pipeline, and other 1 

energy-related companies, and through a wide variety of client assignments.  Black & 2 

Veatch has assisted numerous gas distribution companies located in the U.S. and 3 

Canada. 4 

Q. What has been the nature of your work in the utility consulting field?  5 

A. I have over 35 years of experience in the utility industry, the last 17 years of which have 6 

been in the field of utility management and economic consulting.  Specializing in the 7 

natural gas industry, I have advised and assisted utility management, industry trade 8 

organizations, and large energy users in matters pertaining to costing and pricing, 9 

competitive market analysis, regulatory planning and policy development, resource 10 

planning issues, strategic business planning, merger and acquisition analysis, 11 

organizational restructuring, new product and service development, and load research 12 

studies.  I have prepared and presented expert testimony before utility regulatory bodies 13 

and have spoken on utility industry issues and activities dealing with the pricing and 14 

marketing of gas utility services, gas and electric resource planning and evaluation, and 15 

utility infrastructure replacement.  Further background information summarizing my work 16 

experience, presentation of expert testimony, and other industry-related activities is 17 

included in Appendix A to my testimony. 18 

Q. Have you previously testified before any utility regulatory bodies? 19 

A. Yes.  I have presented expert testimony before the Federal Energy Regulatory 20 

Commission (FERC) and numerous state and provincial regulatory commissions, 21 

including oral testimony before the Oregon Public Utility Commission (“OPUC” or the 22 

“Commission”).   23 
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Q. Please summarize your testimony. 1 

A. In my testimony I present Cascade’s Long-Run Incremental Cost (“LRIC”) Study and 2 

discuss its results, and I present the various rate design proposals filed by Cascade in 3 

this proceeding.   4 

  My testimony consists of this introduction and summary section and the following 5 

additional sections: 6 

 Theoretical Principles of Cost Allocation 7 

 Cascade’s LRIC Study  8 

 Principles of Sound Rate Design 9 

 Determination of Proposed Class Revenues 10 

 Summary of Cascade’s Rate Design Proposals 11 

 Residential & Non-Residential Class Bill Impacts  12 

Q. Please provide a list of exhibits supporting your testimony. 13 

A. The following exhibits accompany my testimony. 14 

 Exhibit CNG/501  Summary of LRIC 15 

 Exhibit CNG/502  Incremental Plant Carrying Costs 16 

 Exhibit CNG/503  Incremental O&M Costs 17 

 Exhibit CNG/504  Summary of Revenue by Rate Class 18 

 Exhibit CNG/505 Analysis of Revenue by Detailed Rate Schedule 19 

 Exhibit CNG/506 Residential Impact by Month 20 

 Exhibit CNG/507 Impact of Recommended Rate Changes 21 

II. THEORETICAL PRINCIPLES OF COST ALLOCATION 22 
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Q. Why do utilities conduct cost allocation studies as part of the regulatory process? 1 

A. There are many purposes for utilities conducting cost allocation studies, ranging from 2 

designing appropriate price signals in rates to determining the share of costs or revenue 3 

requirements borne by the utility’s various rate or customer classes.  In this case, an 4 

LRIC study is a useful tool for determining the allocation of Cascade’s revenue 5 

requirement among its rate schedules.  It is also a useful tool for rate design because it 6 

can identify the important cost drivers associated with serving customers and satisfying 7 

their design day demands. 8 

Q. Please describe the various types of cost of service studies that may be useful to 9 

a utility for rate design and the allocation of revenue requirements. 10 

A. In general, cost of service studies can be based on embedded costs or marginal costs.  11 

Marginal costs can be thought of as the change in costs associated with a one unit 12 

change in service (or output) provided by the utility.  LRIC is a variant of the marginal 13 

cost approach that examines changes in costs over a longer time period associated with 14 

a multiple unit (i.e., incremental) change in service.  As a result of using an incremental 15 

change, capacity additions tend to be lumpy and may reflect more capacity additions 16 

than those required to serve the increment of load assumed in the analysis.  To avoid 17 

this issue requires that the computation of the unit cost be based on the amount of 18 

capacity added rather than on the level of load that can be served.  19 

Embedded cost studies analyze the costs for a test period based on either the 20 

book value of accounting costs (an historical period) or the estimated book value of 21 

costs for a forecast test year or some combination of historical and future costs.  Where 22 

a forecast test year is used, the costs and revenues are typically derived from budgets 23 
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prepared as part of the utility’s financial plan.  Typically, embedded cost studies are used 1 

to allocate the revenue requirement between jurisdictions, classes, and between 2 

customers within a class. 3 

Marginal cost studies can reflect actually incurred costs but often rely on 4 

estimates of the expected changes in cost associated with changes in utility service.  5 

Marginal cost studies are forward-looking to the extent permitted by available data.  6 

Marginal cost studies are particularly useful for rate design and can also be used as a 7 

guide to determine how a utility’s total revenue requirement should be allocated to its 8 

classes of service.  Where it is important to send appropriate price signals associated 9 

with additional energy consumption by customers, an understanding of marginal cost 10 

may be useful.  For a gas utility, detailed studies are not required to assess the impact of 11 

additional consumption by existing customers since the delivery system is built for 12 

design day requirements and energy conservation has reduced those requirements for 13 

most customers.  Where new customers are added to the system, growth may increase 14 

design day requirements above an amount that existing facilities can serve.  The 15 

principal factors driving new main investment are customer growth and the replacement 16 

of bare steel and cast iron mains to provide safe and reliable service for customers.   17 

Q. Please discuss the reasons that cost of service studies are utilized in regulatory 18 

proceedings. 19 

A. Cost of service studies represent an attempt to analyze which customer or group of 20 

customers cause the utility to incur the costs to provide service.  The requirement to 21 

develop cost studies results from the nature of utility costs.  Utility costs are 22 

characterized by the existence of common costs.  Common costs occur when the fixed 23 
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costs of providing service to one or more classes, or the cost of providing multiple 1 

products to the same class, use the same facilities and the use by one class precludes 2 

the use by another class. 3 

  In addition, utility costs may be fixed or variable in nature.  Fixed costs do not 4 

change with the level of throughput, while variable costs change directly with changes in 5 

throughput.  Most non-fuel related utility costs are fixed in the short run and do not vary 6 

with changes in customers’ loads.  This includes the cost of distribution mains and 7 

service lines, meters, and regulators.  The distribution assets of a gas utility do not vary 8 

with the level of throughput in the short run.  In the long run, main costs vary with either 9 

growing design day demand or a growing number of customers.   10 

Finally, utility costs exhibit significant economies of scale.  Scale economies 11 

result in declining average cost as gas throughput increases and marginal costs must be 12 

below average costs.  These characteristics have implications for both cost analysis and 13 

rate design from a theoretical and practical perspective.  The development of cost 14 

studies, on either a marginal or embedded cost basis, requires an understanding of the 15 

operating characteristics of the utility system.  Further, as discussed below, different cost 16 

studies provide different contributions to the development of economically efficient rates 17 

and the cost responsibility by customer class. 18 

Q. Please discuss the application of economic theory to cost allocation. 19 

A. The allocation of costs using cost of service studies is not a theoretical economic 20 

exercise.  It is rather a practical requirement of regulation since rates must be set based 21 

on the cost of service for the utility under cost-based regulatory models. As a general 22 

matter, utilities must be allowed a reasonable opportunity to earn a return of and on the 23 
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assets used to serve their customers.  This is the cost of service standard and equates 1 

to the revenue requirements for utility service.  The opportunity for the utility to earn its 2 

allowed rate of return depends on the rates applied to customers producing that revenue 3 

requirement.  Using the information developed in the cost of service study to understand 4 

and quantify the allocated costs in each rate class to guide the development of rates is a 5 

useful step in the rate design process. 6 

However, the existence of common costs makes any allocation of costs 7 

problematic from a strict economic perspective.  This is theoretically true for any of the 8 

various utility costing methods that may be used to allocate costs.  Theoretical 9 

economists have developed the theory of subsidy-free prices to evaluate traditional 10 

regulatory cost allocations.  Prices are said to be subsidy-free so long as the price 11 

exceeds marginal cost, but is less than stand-alone costs (“SAC”).  The logic for this 12 

concept is that if customers’ prices exceed marginal cost, those customers make a 13 

contribution to the fixed costs of the utility.  All other customers benefit from this 14 

contribution to fixed costs because it reduces the cost they are required to bear.  Prices 15 

must be below the SAC because the customer would not be willing to participate in the 16 

service offering if prices exceed SAC.   17 

SAC is an important concept for Cascade because certain customers have 18 

competitive options for the end uses supplied by natural gas through the use of 19 

alternative fuels.  As a result, subsidy-free prices permit all customers to benefit from the 20 

system’s scale and common costs, and all customers are better off because the system 21 

is sustainable.  If strict application of the cost allocation study suggests rates that exceed 22 

SAC for some customers, prices must nevertheless be set below the SAC, but above 23 
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marginal cost, to ensure that those customers make the maximum practical contribution 1 

to the common costs of the utility.   2 

Q. If any allocation of common cost is problematic from a theoretical perspective, 3 

how is it possible to meet the practical requirements of cost allocation? 4 

A. As noted above, the practical reality of regulation often requires that common costs be 5 

allocated among jurisdictions, classes of service, rate schedules, and customers within 6 

rate schedules.  The key to a reasonable cost allocation is an understanding of cost 7 

causation.  From a cost of service perspective, the best approach is to directly assign 8 

costs where costs are incurred for a customer or class of customers and can be so 9 

identified. Where costs cannot be directly assigned, the development of allocation 10 

factors by rate schedule, or class, uses principles of both economics and engineering. 11 

This results in appropriate allocation factors for different elements of costs based on cost 12 

causation.  For example, we know from the manner in which customers are billed that 13 

each customer requires a meter.  Meters differ in size and type depending on the 14 

customer’s load characteristics.  These meters have different costs based on size and 15 

type.  Therefore, meter costs are customer-related, but differences in the cost of meters 16 

are reflected by using a different meter cost for each class of service.  For some classes 17 

such as the largest customers, the meter cost may be unique for each customer.  18 

Q. Please discuss the elements of Cascade’s LRIC analysis. 19 

A. As I introduced earlier, LRIC is a costing method based on principles of marginal costs. 20 

Since marginal costs are forward-looking in nature, they require making estimates of 21 

future costs with an understanding of the elements that drive those future costs.   22 
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To estimate LRIC, the first step requires determining the change in cost 1 

associated with the incremental consumption of natural gas.  For LRIC, the increment 2 

may be defined as the number of customers, the design day demand, or the additional 3 

commodity.  In this case, there is no reason to estimate the incremental commodity 4 

because gas costs are a pass-through cost element.  Essentially, LRIC requires an 5 

understanding of the utility’s system planning process.  Often, however, the planning 6 

process does not provide all of the information necessary to develop complete LRIC 7 

estimates.    8 

The second step in the determination of LRIC relates to the change in capacity 9 

requirements as measured by the utility’s design day demand.  Unlike the commodity 10 

determination, there is no competitive market for the utility’s distribution function.  Thus, 11 

it is necessary to estimate how customers’ demand for design day capacity influences 12 

the costs for distribution.  The capacity requirements for the distribution system must 13 

reflect the non-coincident demands on the system since delivery must satisfy the local 14 

demands of customers that may not be coincident with the system peaks for a number of 15 

reasons.  Although, for customers who use the utility’s gas delivery system for heating 16 

as opposed to process usage or interruptible services, their demands tend to be 17 

coincident.  For process and interruptible customers, LRIC is zero for existing customers 18 

unless the customer expands its operations.  If expansion occurs, LRIC is the cost 19 

incurred to expand capacity to meet the customer’s increased contracted demand. 20 

III. CASCADE’S LRIC STUDY 21 

Q. Have you prepared Cascade’s LRIC Study filed in this proceeding? 22 
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A. Yes.  Exhibit CNG/501 presents Cascade’s LRIC Study.  In particular, the exhibit 1 

presents the resulting allocation by rate schedule of Cascade’s proposed revenue 2 

requirement based strictly on the results of the LRIC computations included in the LRIC 3 

Study. 4 

Q. Please describe the methodology used to prepare Cascade’s LRIC Study. 5 

A. Cascade has chosen to follow a similar methodology as that employed recently by 6 

Avista Utilities in OPUC Docket No. UG-246.  The primary elements of Cascade’s LRIC 7 

Study are incremental plant investments and incremental operations and maintenance 8 

expenses (“O&M”). The incremental cost information related to these elements are 9 

accumulated on a cost per customer basis for each of Cascade’s tariff rate schedules 10 

summarized to represent the long-run incremental cost for customers on Cascade’s 11 

distribution system. 12 

A. Incremental Plant Investment Costs 13 

Q. What are the components of Cascade’s increment plant investment? 14 

A. Cascades’ incremental plant investment has three primary components.  These 15 

components are: 16 

1. The costs to install distribution mains in order to: a) connect new customers, b) 17 

provide capacity reinforcements to both new and existing customers, c) address 18 

safety and reliability requirements for the benefit of all customers, and d) invest in 19 

long-term system main replacement; 20 

2. The cost to provide a service line to connect new customers; and 21 

3. The cost to provide a meter and regulator to serve new customers. 22 
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Q. How is the cost to install distribution mains determined for the various functions 1 

described in the previous response? 2 

A. The first component of Cascade’s distribution mains analysis derives the customer 3 

related costs associated with the installation of distribution mains to connect new 4 

customers.  Mains investments that serve this function were extracted from Cascade’s 5 

plant accounting records.  Oregon new business project work orders were summarized 6 

for a twelve-year period (2002 – 2013).  The customer cost was computed by taking the 7 

average cost per foot of Cascade’s minimum-sized distribution main (two-inch), 8 

escalated to current dollars (2014) using the Handy Whitman Index of Public Utility 9 

Construction Costs, and multiplying that unit cost by the average number of feet of main 10 

installed per new customer for Residential (Schedule No. 101), Commercial (Schedule 11 

No. 104), and Industrial (Schedule No. 105) service classes.  For the larger core classes 12 

(Schedule No. 111 and Schedule No. 170) and the non-core classes (Schedule No. 163 13 

and Schedule No. 164), as well as the Special Contract Class (Schedule No. 900), the 14 

distribution main segments connected to the individual customers were identified using 15 

Cascade’s Geographic Information System (“GIS”).  The in-service date of the main 16 

segment, its size, type and length were compiled and current costs (2014 dollars) 17 

applied to compute the corresponding installed costs.  18 

Q. How were the incremental costs of distribution mains determined for system 19 

capacity reinforcement, and safety and reliability investments? 20 

A. Incremental mains investment that serve these two functions were extracted from 21 

Oregon project work orders and were summarized for a five-year historic period (2009 – 22 

2013) and five-year budget forecast (2015-2019).  The reinforcement projects are 23 
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considered capacity-related and allocated to Cascade’s core classes on the basis of 1 

their contribution to the system peak day.  Targeted reinforcement projects attributable 2 

to the Special Contract class for the five-year budget period were directly assigned to 3 

this class.   4 

  The safety and reliability projects are considered commodity-related and were 5 

therefore allocated to all classes except for the Special Contract class on the basis of 6 

annual throughput. 7 

Q. How were the incremental cost of distribution mains determined for long-term 8 

system replacement investments? 9 

A. Long-term distribution mains replacement costs were estimated by calculating the 10 

current cost of Oregon mains in service at December 2013.  Current costs of the prior 11 

three categories of distribution mains, new customer main extensions, reinforcement, 12 

and safety and reliability investments, were deducted to determine the remaining level of 13 

system replacement investment.  This remaining investment was separated into capacity 14 

versus commodity components using Cascade’s Oregon system load factor and then 15 

allocated to the appropriate classes using design day demand and annual throughput, 16 

respectively.   17 

Q How were the incremental costs for the four categories of mains then computed 18 

for the LRIC Study? 19 

A. Once the investment costs for all mains were derived, the incremental costs were 20 

computed by applying an Economic Carrying Charge Rate (“ECCR”) to the investment 21 

costs.  The derivation of the LRIC for distribution mains is presented in Exhibit CNG/502, 22 

Plant Carrying Costs. 23 
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Q. How are the costs of services, meters, and regulators determined? 1 

A. Cascade’s LRIC Study derives the incremental costs of installing new services using 2 

Cascade’s recent actual installation costs from 2009 to 2013 escalated to 2014 dollars 3 

using the Handy Whitman Index of Public Utility Construction Costs.  For services, the 4 

investment costs are based on the installed cost for customers’ typical size and type for 5 

each core customer class 101, 104 and 105.  Similarly, the investment costs for meters 6 

and regulators are based on the installed average cost of metering and regulating 7 

equipment for these core classes utilizing current 2014 inventory prices.  For the 8 

remaining larger customer classes 111, 170, 163/164, and the Special Contract class 9 

900, the service, metering and regulating installations were specifically identified for 10 

each customer using the Cascade GIS system and then valued at current cost. Once the 11 

investment costs were derived, the incremental costs were computed by applying the 12 

ECCR to the investment costs.  The derivation of the LRIC for services and meters is 13 

presented in Exhibit CNG/502. 14 

Q. How does the investment in meters, services and mains impact LRIC calculation 15 

through the use of the ECCR? 16 

A. The investment in meters, services and mains plant are multiplied by an ECCR to arrive 17 

at an annualized cost associated with these capital investments. Separate ECCRs were 18 

calculated for meters, services and mains. The three ECCRs are different because asset 19 

life and depreciation methods are different for each of these asset classes.  20 

Q. Please explain the Economic Carrying Charge Rate. 21 

A. The ECCR is defined as the levelized economic cost per unit of book value investment. 22 

Economic cost reflects true cost associated with owning and operating an asset. It is 23 
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different from expenses in that it accounts for return on capital that is required to make 1 

an investment. The carrying charge includes: a) a required return on and of capital 2 

component, b) an operations and maintenance cost component, c) an administrative and 3 

general cost component, and d) corresponding tax effects. 4 

B. Incremental Operating & Maintenance Expenses 5 

Q. Please identify the costs included in gas supply related O&M expenses and how 6 

these costs were treated in the LRIC? 7 

A. The category of gas supply O&M expenses includes salaries and benefits of personnel 8 

in the following responsibility centers: Gas Supply Resource Planning (RC 4761100), 9 

Gas Supply (RC 4761200), Gas Control (RC 4763200), and a Management expense 10 

allocation from MDU (RC 4766000).  The corresponding labor expenses were distributed 11 

among the three categories of Gas Planning, Gas Supply and Gas Control based on the 12 

time allocations reported by the personnel in these responsibility centers. 13 

The Gas Planning function includes monthly/seasonal/annual gas resource 14 

planning; supply resource modeling and optimization; market intelligence gathering and 15 

analysis; IRP development; and Canadian / U.S. pipeline and storage operational, tolls / 16 

tariffs, and shipper related activities.  The expenses charged to this function were first 17 

segregated between core and non-core classes according to the assigned labor hours 18 

and then allocated among the core and non-core classes using a peak & average 19 

allocator. 20 

The Gas Supply function includes gas supply procurement for core customers; 21 

balancing of core system supplies, including day-to-day storage activities; gas supply 22 
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reporting, including commodity and closing price reporting; processing supplier invoices; 1 

updating and maintaining North American Energy Standards Board (NAESB) contracts; 2 

and tracking import authorizations and North American Free Trade (NAFTA) 3 

certificates.  Types of activities relating to non-core customers include resolution of 4 

imbalances and communicating with non-core customers relating to imbalance “packing” 5 

or “drafting” that affects the overall system balance position.  The expenses charged to 6 

this function were first segregated between core and non-core classes according to the 7 

assigned labor hours and then allocated among the core and non-core classes using 8 

sales or transportation volumes, respectively. 9 

The Gas Control function entails the 24-hour daily monitoring and management 10 

of the flow of gas on the Cascade pipeline system in Oregon.  This is accomplished by 11 

gas control personnel through electronic monitoring of various points on the system via 12 

SCADA and Metretek measurement equipment.  The SCADA sites are located at town 13 

border stations throughout the Cascade system and at one Special Contract customer 14 

location.  Metretek monitoring equipment is located at non-core customer locations for 15 

classes 170, 163/164 and 900.  The expenses charged to this function were first 16 

segregated between core and non-core classes according to a recent twelve-month 17 

study of recorded actionable items triggered by information provided by the SCADA and 18 

Metretek sites, and then allocated among the core and non-core classes using sales or 19 

transportation volumes, respectively.  The results of the foregoing allocations of gas 20 

supply related O&M are shown on Line 33 of Exhibit CNG/503. 21 

Q. Please describe the costs included in incremental customer service related O&M 22 

expenses and how these costs were treated in the LRIC Study. 23 
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A. The category of incremental customer related O&M expenses includes Meter Reading 1 

(FERC Account 902); Customer Records and Collections, including monthly billing 2 

postage and printing (FERC Account 903); and Uncollectible Accounts (FERC Account 3 

904), involving the following Cascade Responsibility Centers: Customer Services (RC 4 

4767100, RC 4767200); Credit and Collections (RC 4767000); Revenue Accounting (RC 5 

4760700); Information Systems (RC 4767800); and Oregon Districts (Bend RC 6 

47041/47044), Pendleton (RC 47042), and Eastern Oregon (RC 47043). 7 

  Meter Reading expenses were assigned to core or non-core customer groups 8 

based on an analysis of labor costs of field personnel involved in meter reading activities 9 

related to the respective customer groups and then allocated on a customer basis.  10 

Customer Records and Collections expenses were allocated to all classes on a 11 

customer basis after first directly assigning a portion of the expenses to the classes that 12 

receive manual billing (i.e., 163/164, 170, and 900).  Uncollectible Accounts expenses 13 

were assigned to the classes on the basis of uncollectible account write-offs.  The 14 

results of the foregoing allocations of customer service related O&M are shown on Line 15 

57 of Exhibit CNG/503. 16 

C. LRIC Summary of Results 17 

Q. Please compare the resulting LRIC estimates to the current rates and associated 18 

non-gas revenues for each of Cascade’s rate schedules.  19 

A. Line 40 of Exhibit CNG/501presents the total LRIC-based revenue requirement for each 20 

of Cascade’s rate schedules.  Line 38 of this Exhibit presents Test Year revenues by 21 

rate schedule under Cascade’s current rates.  By comparing these two sets of revenues, 22 
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one can see the extent to which Cascade’s current rates and non-gas revenues are 1 

reflective of LRIC.  The revenue-to-cost ratios on line 41 of this exhibit portray the 2 

relative difference between these two revenue amounts for each rate schedule.  A 3 

revenue-to-cost ratio of less than 1.00 means that the current rates and revenues of the 4 

particular rate schedule are below its indicated LRIC (e.g., Rate Schedule 101, 104, 105, 5 

111, 163/164), while a revenue-to-cost ratio of greater than 1.00 means that the rates 6 

and revenues of the rate schedule are above its indicated LRIC (e.g., Special Contract 7 

Class 900).  These results provide cost guidelines for use in evaluating a utility’s class 8 

revenue levels and rate structures.  I will describe later in my testimony how these 9 

results were used to assign Cascade’s proposed revenue increase to its rate classes. 10 

IV. PRINCIPLES OF SOUND RATE DESIGN 11 

Q. Please identify the principles of rate design you have relied upon as the basis for 12 

Cascade’s rate design proposals.  13 

A. A number of rate design principles or objectives find broad acceptance in utility 14 

regulatory and policy literature.  These include: 15 

1. Efficiency;  16 

2. Cost of Service; 17 

3. Value of Service; 18 

4. Stability; 19 

5. Non-Discrimination; 20 

6. Administrative Simplicity; and 21 

7. Balanced Budget.   22 
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These rate design principles draw heavily upon the “Attributes of a Sound Rate 1 

Structure” developed by James Bonbright in Principles of Public Utility Rates.  Each of 2 

these principles plays an important role in analyzing the rate design proposals of 3 

Cascade. 4 

Q. Please discuss the principle of efficiency. 5 

A. The principle of efficiency broadly incorporates both economic and technical efficiency.  6 

As such, this principle has both a pricing dimension and an engineering dimension.  7 

Economically efficient pricing promotes good decision-making by gas producers and 8 

consumers, fosters efficient expansion of delivery capacity, results in efficient capital 9 

investment in customer facilities, and facilitates the efficient use of existing gas pipeline, 10 

storage, transmission, and distribution resources.  The efficiency principle benefits 11 

stakeholders by creating outcomes for regulation consistent with the long-run benefits of 12 

competition while permitting the economies of scale consistent with the best cost of 13 

service.  Technical efficiency means that the development of the gas utility system is 14 

designed and constructed to meet the design day requirements of customers using the 15 

most economic equipment and technology consistent with design standards. 16 

Q. Please discuss the cost of service and value of service principles. 17 

A. These principles each relate to designing rates that recover the utility’s total revenue 18 

requirement without causing inefficient choices by consumers.  The cost of service 19 

principle contrasts with the value of service principle when certain transactions do not 20 

occur at price levels determined by the embedded cost of service.  In essence, the value 21 

of service acts as a ceiling on prices.  Where prices are set at levels higher than the 22 

value of service, consumers will not purchase the service.  This principle puts the 23 
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concept of SAC, discussed above, into practice and is particularly relevant for Cascade 1 

because of the competitive supply alternatives that cap rates under its special contracts. 2 

Q. Please discuss the principle of stability. 3 

A. The principle of stability typically applies to customer rates.  This principle suggests that 4 

reasonably stable and predictable prices are important objectives of a proper rate 5 

design.   6 

Q. Please discuss the concept of non-discrimination. 7 

A. The concept of non-discrimination requires prices designed to promote fairness and 8 

avoid undue discrimination.  Fairness requires no undue subsidization either between 9 

customers within the same class or across different classes of customers.   10 

  This principle recognizes that the ratemaking process requires discrimination 11 

where there are factors at work that cause the discrimination to be useful in 12 

accomplishing other objectives.  For example, considerations such as the location, type 13 

of meter and service, demand characteristics, size, and a variety of other factors are 14 

often recognized in the design of utility rates to properly distribute the total cost of 15 

service to and within customer classes.  This concept is also directly related to the 16 

concepts of vertical and horizontal equity.  The principle of horizontal equity requires that 17 

“equals should be treated equally” and vertical equity requires that “unequals should be 18 

treated unequally.”  Specifically, these principles of equity require that where cost of 19 

service is equal—rates should be equal and, where costs are different—rates should be 20 

different.  In this case, this principle is an important requirement that supports Cascade’s 21 

proposed use of a single monthly Basic Service Charge for all customers within certain 22 
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of its rate schedules, because delivery costs are identical for its residential customers 1 

and for its smallest commercial customers. 2 

Q. Please discuss the principle of administrative simplicity. 3 

A. The principle of administrative simplicity as it relates to rate design requires prices be 4 

reasonably simple to administer and understand.  This concept includes price 5 

transparency within the constraints of the ratemaking process.  Prices are transparent 6 

when customers are able to reasonably calculate and predict bill levels and interpret 7 

details about the charges resulting from the application of the tariff.  8 

Q. Please discuss the principle of the balanced budget. 9 

A. This principle permits the utility a reasonable opportunity to recover its allowed revenue 10 

requirement based on the cost of service.  Proper design of utility rates is a necessary 11 

condition to enable an effective opportunity to recover the cost of providing service 12 

included in the revenue authorized by the regulatory authority.  This principle is very 13 

similar to the stability objective that I previously discussed from the perspective of 14 

customer rates.   15 

Q. Can the objectives inherent in these principles compete with each other at times?  16 

A. Yes, like most principles that have broad application, these principles can compete with 17 

each other.  This competition or tension requires further judgment to strike the right 18 

balance between the principles.  Detailed evaluation of rate design alternatives and rate 19 

design recommendations must recognize the potential and actual competition between 20 

these principles. Indeed, Bonbright discusses this tension in detail.  Rate design 21 

recommendations must deal effectively with such tension.  For example, as noted 22 

above, there are tensions between cost and value of service principles.   23 
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Q. Please describe the conflict between marginal cost price signals and the recovery 1 

of the utility’s revenue requirement.  2 

A. The conflict between proper price signals based on marginal cost and the balanced 3 

budget principle arises because marginal cost is below average cost due to economies 4 

of scale.  Where fixed delivery service costs do not vary with the volume of gas sales, 5 

marginal costs for delivery equal zero.  Marginal customer costs equal the additional 6 

cost of the customer accessing the entire gas delivery system.  Marginal cost tends to be 7 

either above or below average cost in both the short run and the long run.  This means 8 

that marginal cost-based pricing will produce either too much or too little revenue to 9 

support the utility’s total revenue requirement.  This suggests that efficient price signals 10 

may require a multi-part tariff designed to meet the utility’s revenue requirements while 11 

sending marginal cost price signals related to gas consumption decisions.  Properly 12 

designed, a multi-part tariff may include elements such as access charges, facilities 13 

charges, demand charges, consumption charges, and the potential for revenue credits.   14 

In the case of a local distribution company (“LDC”) such as Cascade, for 15 

residential and small commercial customers, the combination of scale economies and 16 

class homogeneity may permit the use of a single fixed monthly charge that meets all of 17 

the requirements for an efficient rate that recovers the utility’s revenue requirement that 18 

is derived on an embedded cost basis.  For larger customers, a combination of these 19 

elements permit proper price signals and revenue recovery; however, the tariff design 20 

becomes more difficult to structure and likely will no longer meet the requirements of 21 

simplicity.  Therefore, sacrificing some economic efficiency for a customer class in order 22 

to maintain simplicity represents a reasonable compromise.  For larger customers, the 23 
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added complexity of a demand charge may not be a concern.  Further, for the largest 1 

customers, the cost of metering is customer-specific and each customer creates its own 2 

unique requirements for gas distribution service based on factors such as distance from 3 

the utility’s city gate, pressure requirements, and contract demand levels. 4 

Q. Are there other potential conflicts? 5 

A. Yes.  There are potential conflicts between simplicity and non-discrimination and 6 

between value of service and non-discrimination.  Other potential conflicts arise where 7 

utilities face unique circumstances that must be considered as part of the rate design 8 

process. 9 

Q. Please summarize Bonbright’s three primary criteria for sound rate design. 10 

A. Bonbright identifies the three primary criteria for sound rate design as follows: 11 

 Capital Attraction 12 

 Consumer Rationing 13 

 Fairness to Ratepayers 14 

These three criteria are basically a subset of the list of principles above and serve to 15 

emphasize fundamental considerations in designing public utility rates.  Capital attraction 16 

is a combination of an equitable rate of return on rate base and the reasonable 17 

opportunity to earn the allowed rate of return.  Consumer rationing requires that rates 18 

discourage wasteful use and promote all economically efficient use.  Fairness to 19 

ratepayers reflects avoidance of undue discrimination and equity principles. 20 

Q. How are these principles translated into the design of retail gas rates? 21 



CNG/500 
Amen/23  

 
 

 
23 - DIRECT TESTIMONY OF RONALD J. AMEN 
` 
  
 Regulatory Affairs 

Cascade Natural Gas Corporation 
8113 W. Grandridge Blvd. 

Kennewick, WA  99336 
 

A. The process of developing rates within the context of these principles and conflicts 1 

requires a detailed understanding of all the factors that impact rate design.  These 2 

factors include: 3 

1. System cost characteristics such as LRIC required by the OPUC, or embedded 4 

customer, demand, and commodity related costs by type of service; 5 

2. Customer load characteristics such as peak demand, load factor, seasonality of 6 

loads, and quality of service; 7 

3. Market considerations such as elasticity of demand, competitive fuel prices, end-8 

use load characteristics, and LDC bypass alternatives; and 9 

4. Other considerations such as the value of service ceiling/marginal cost floor, 10 

unique customer requirements, areas of underutilized facilities, opportunities to 11 

offer new services and the status of competitive market development. 12 

 In addition, the development of rates must consider existing rates and the customer 13 

impact of modifications to the rates.  In each case, a rate design seeks to recover the 14 

authorized level of revenue based on the billing determinants expected to occur during 15 

the test period used to develop the rates. 16 

  The overall rate design process, which includes both the apportionment of the 17 

revenues to be recovered among customer classes and the determination of rate structures 18 

within customer classes, consists of finding a reasonable balance between the above-19 

described criteria or guidelines that relate to the design of utility rates.  Economic, regulatory, 20 

historical, and social factors all enter into the process.  In other words, both quantitative and 21 

qualitative information is evaluated before reaching a final rate design determination. Out of 22 
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necessity then, the rate design process has to be, in part, influenced by judgmental 1 

evaluations. 2 

V. DETERMINATION OF PROPOSED CLASS REVENUES 3 

Q. Please describe the approach generally followed to allocate Cascade’s proposed 4 

revenue increase of $3.62 million to its rate classes. 5 

A. As just described, the apportionment of revenues among rate classes consists of deriving a 6 

reasonable balance between various criteria or guidelines that relate to the design of utility 7 

rates.  The various criteria that were considered in the process included: (1) cost of service; 8 

(2) class contribution to present revenue levels; and (3) customer impact considerations.  9 

These criteria were evaluated for each of Cascade’s rate classes.  Based on this evaluation, 10 

adjustments to the present revenue levels in each of Cascade’s rate classes were made so 11 

that its proposed rates moved class revenues closer to the LRIC of serving each rate class. 12 

Q. Did you consider various class revenue options in conjunction with your evaluation and 13 

determination of Cascade’s interclass revenue proposal?  14 

A. Yes.  Using Cascade’s proposed revenue increase, and the results of its LRIC Study, I 15 

evaluated various options for the assignment of that increase among its rate classes 16 

and, in conjunction with Cascade personnel and management, ultimately decided upon 17 

one of those options as the preferred resolution of the interclass revenue issue.  The first 18 

and benchmark option that I evaluated under Cascade’s proposed total revenue level 19 

was to adjust the revenue level for each rate class so that the revenue-to-cost for each 20 

class was equal to 1.00.  As a matter of judgment, it was decided that this fully cost-21 

based option was not the preferred solution to the interclass revenue issue.  This 22 
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decision was also made in consideration of the Bonbright rate design criteria discussed 1 

earlier.  It should be pointed out, however, that those class revenue results represented 2 

an important guide for purposes of evaluating subsequent rate design options from a 3 

cost of service perspective. 4 

  The second option I considered was assigning the increase in revenues to 5 

Cascade’s rate classes based on an equal percentage basis of its current base (non-gas) 6 

revenues.  By definition, this option resulted in each rate class receiving an increase in 7 

revenues.  However, when this option was evaluated against the LRIC Study results (as 8 

measured by changes in the revenue-to-cost ratio for each rate class); there was no 9 

movement towards cost for some of Cascade’s rate classes   (i.e., there was no 10 

convergence of the resulting revenue-to-cost ratios towards unity or 1.00).  While this 11 

option also was not the preferred solution to the interclass revenue issue, together with the 12 

fully cost-based option, it defined a range of results that provided me with further guidance 13 

to develop Cascade’s class revenue proposal.   14 

Q. What was the next step in the process? 15 

A. After further discussions with Cascade, I concluded that the appropriate interclass 16 

revenue proposal would be one that reflects increases in revenues to certain rate 17 

classes, guided by the results of Cascade’s LRIC Study, with increases to these rate 18 

classes moderated by establishing a maximum increase level (on a percentage basis) 19 

above Cascade’s proposed overall increase in non-gas revenues of 12.51 percent.  This 20 

approach established a maximum non-gas revenue increase to any particular rate class 21 

of 28.15 percent (2.25 times 12.51 percent).  Exhibit CNG/501 presents the derivation of 22 

Cascade’s proposed class margin revenues by rate schedule on Line 54.   23 
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This preferred revenue allocation approach resulted in reasonable movement of 1 

the class revenue-to-cost ratios towards unity or 1.00.  That result is reflected in Exhibit 2 

CNG/501 on Line 56, wherein the revenue-to-cost ratios are shown to converge towards 3 

unity or 1.00 compared to the same measure calculated under current rates.  In 4 

addition, the amounts of the existing rate subsidies among Cascade’s rate classes were 5 

reduced for those classes that received increases in revenues.  From a class cost of 6 

service standpoint, this type of class movement, and reduction in class rate subsidies, is 7 

desirable. 8 

Q. Have you prepared a comparison of Cascade’s present and proposed revenues 9 

by rate schedule? 10 

A. Yes.  Exhibit CNG/504 presents a comparison of present and proposed revenues for each 11 

of Cascade’s rate schedules.  12 

VI. SUMMARY OF CASCADE’S RATE DESIGN PROPOSALS 13 

Q. Please summarize the rate design changes Cascade has proposed in this rate 14 

proceeding. 15 

A. Cascade has proposed the following rate structure and design changes to its current 16 

rate schedules: 17 

 The consolidation of Schedule No. 163, General Distribution Interruptible 18 

Transportation Service, and Schedule No. 164, Market Based Distribution 19 

Interruptible Transportation Service, into a single Schedule No. 163, while retaining 20 

the rate block structure of both schedules. 21 
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 The establishment of a monthly Basic Service Charge for Schedule No. 111, Large 1 

Volume General Service, and Schedule No. 170, Interruptible Service, and the 2 

renaming of the current Dispatch Service Charge in the consolidated Schedule 3 

No.163 as a monthly Basic Service Charge. 4 

 For customers served under Schedule No. 105, General Industrial Service, and 5 

Schedule No. 163, Cascade proposes to adjust the monthly Basic Service Charges to 6 

better reflect the underlying costs of providing basic customer service as well as the 7 

proposed change in class revenues.     8 

I will present below the specific rate design changes and supporting rationale for certain of 9 

Cascade’s proposals, and Cascade witness Michael Parvinen will discuss the remaining 10 

components of the Company’s proposed rate design. 11 

Q, Why is Cascade proposing to consolidate Schedule No. 163 and Schedule No.164? 12 

A. The transportation services provided under the two non-core schedules are virtually 13 

indistinguishable from one another.  While the rate structure, rate components and 14 

charges, and terms and conditions are the same under both schedules, a portion of the 15 

Availability section of Rate Schedule No.164 contains language that Cascade finds to be no 16 

longer relevant to the service provided.  The  distinguishing language is reprinted below: 17 

“…and further provided that customer has a feasible alternative to service 18 
under General Distribution System Interruptible Transportation Service 19 
Schedule No. 163, such as equal or lower cost alternative fuels, alternative 20 
distribution capabilities, or utilization of alternative plant locations outside of 21 
the Company's Oregon service area.” 22 

In addition, Schedule No.164 has a sixth volumetric rate block that will be included in the 23 

new consolidated Schedule No.163.  24 
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Q. Please explain the reasoning behind the establishment of Basic Service Charges for 1 

Schedule No. 111 and Schedule No. 170. 2 

A. In the interest of providing improved cost-based price signals to all of its classes of service, 3 

Cascade believes that it is appropriate for all service schedules to recover a portion of the 4 

customer-related incremental O&M and carrying costs of its incremental meter and service 5 

investment in a monthly Basic Service Charge.  The LRIC Study provides a guide for this 6 

purpose.  Line 61 of Exhibit CNG/501 shows the incremental customer-related O&M by 7 

class, including meter reading, customer account records and collection, billing and 8 

postage and uncollectible expenses.  Line 60 of the Exhibit adds the carrying charges on 9 

the meter and service investment by class to the incremental O&M.  The cost values are 10 

stated on a per-month basis.  This provides a range of incremental customer-related O&M 11 

cost recovery from which to design a monthly Basic Service Charge for each class of 12 

service.  Cascade is proposing to establish the Basic Service Charge for Schedule No.111 13 

at $125.00 per month, approximately 24% of the upper range of incremental customer-14 

related O&M and meter and service carrying charges for the class.  The initial proposed 15 

Basic Service Charge for Schedule No.170 was set at $250.00 per month, which collects 16 

the entire revenue increase for this class and is approximately 10% of the upper range of 17 

incremental customer-related O&M and meter and service carrying charges for the class. 18 

Q. Please describe the changes to the monthly Customer Charge levels for Schedule 19 

No. 105 and Schedule No. 163. 20 

A. The proposed monthly Basic Service Charge for Schedule No. 105 is $25.00, 21 

approximately 22% of the upper range of the incremental customer-related O&M and meter 22 

and service carrying charges for the class, as indicated in the LRIC Study.  The renamed 23 
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Basic Service Charge for proposed for Schedule No. 163 is $750.00, which raises the 1 

charge to within 50% of the upper range of the indicated incremental customer-related 2 

O&M and meter and service carrying charges for the class. 3 

Q. Is Cascade proposing to increase the Basic Service Charge for any of the remaining 4 

Schedules? 5 

A. No.  Cascade wishes to leave the Basic Service Charges for Schedule No. 101, General 6 

Residential Service, and Schedule No. 104, General Commercial Service, at their current 7 

$3.00 per month level.  At this level, the Basic Service Charge for these two classes of 8 

service will recover the monthly customer-related O&M, as indicated by the LRIC Study.  9 

Cascade witness Michael Parvinen will discuss this decision further in his testimony. 10 

Q. Have you provided an Exhibit that depicts the proposed rates for all classes of 11 

service? 12 

A. Yes.  Exhibit CNG/505 shows the derivation of each rate component for each of Cascade’s 13 

service schedules. 14 

Q. Has a revenue proof been prepared to show that Cascade’s proposed rates generate  15 

the total distribution revenue and total revenue increase it has proposed in this 16 

proceeding (i.e. its total non-gas revenue)? 17 

A. Yes.  Cascade witness Pam Archer presents Cascade’s revenue proof for the Test Year.      18 

VII. CUSTOMER BILL IMPACTS 19 

Q. Please describe the bill impacts for residential customers under Cascade’s rate 20 

design proposal. 21 



CNG/500 
Amen/30  

 
 

 
30 - DIRECT TESTIMONY OF RONALD J. AMEN 
` 
  
 Regulatory Affairs 

Cascade Natural Gas Corporation 
8113 W. Grandridge Blvd. 

Kennewick, WA  99336 
 

A. The monthly and annual bill impacts for a typical residential customer using 655 therms 1 

per year is shown on Exhibit CNG/506  The average monthly increase for this residential 2 

customer under the Company’s proposed rate design is $1.88 or 3.48%.  Monthly 3 

residential bill impacts over a range of usage are depicted on page 1 of Exhibit 4 

CNG/507.  5 

Q. Have you prepared bill comparisons for Cascade’s other rate classes? 6 

A. Yes.  Pages 2 through 7 of Exhibit CNG/507 presents bill comparisons for Cascade’s 7 

non-residential service schedules at varying monthly levels of gas usage.  8 

Q. Does this conclude your direct testimony? 9 

A. Yes. 10 
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Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
Summary

101 104 105 111 163+164 170 900

Line # Description Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
1 Billing Determinants
2 Peak Day Forecast 83,138 46,988 32,086 2,617 1,447 0 0 0
3 Customer Count 69,254 59,252 9,839 111 13 32 4 4
4 Throughput 33,745,469 3,944,203 2,790,590 253,388 157,985 3,478,380 276,803 22,844,121
5
6 O&M Costs
7 Gas Supply Related
8 Gas Planning 26,165$             11,922$               8,191$                 681$                    386$                    640$                    143$                    4,201$                
9 Gas Supply 44,079$             17,347$               12,273$               1,114$                 695$                    1,511$                 1,217$                 9,922$                
10 Gas Control 95,077$             37,043$               26,208$               2,380$                 1,484$                  12,058$               2,600$                 13,305$              
11 Customer Related
12 Meter Reading 253,003$          211,393$            35,101$               396$                    1,499$                  3,691$                 461$                    461$                   
13 Customer Acoount records and collec 1,229,953$       1,048,824$         174,154$            1,964$                 230$                    3,825$                 478$                    478$                   
14 Billing Postage & Printing 346,211$          296,208$            49,184$               555$                    65$                       160$                    20$                       20$                      
15 Uncollectible 278,894$          226,650$            52,214$               30$                       ‐$                     ‐$                     ‐$                     ‐$                    
16 Subtotal: O&M Costs 2,273,382$       1,849,385$         357,326$            7,120$                 4,359$                  21,884$               4,920$                 28,388$              
17
18 Customer Investment Carrying Costs
19 Meter 3,466,628$       1,600,768$         1,179,345$         95,899$               63,182$                351,462$            78,556$               97,416$              
20 Service 12,417,164$     10,226,363$       1,885,694$         51,727$               16,710$                177,124$            46,631$               12,914$              
21 Mains 11,632,431$     4,526,025$         1,085,696$         921,423$            241,753$             2,758,597$         382,489$            1,716,447$        
22 Subtotal: Customer Investment Costs 27,516,224$     16,353,156$       4,150,736$         1,069,050$         321,645$             3,287,183$         507,676$            1,826,778$        
23
24 System Core Main Carrying Costs
25 Capacity 37,706,253$     21,302,440$       14,546,501$       1,186,418$         655,982$             ‐$                     ‐$                     14,912$              
26 Commodity 12,881,733$     4,660,723$         3,297,540$         299,420$            186,685$             4,110,277$         327,088$            ‐$                    
27 Subtotal: System Core Main Costs 50,587,986$     25,963,163$       17,844,041$       1,485,838$         842,667$             4,110,277$         327,088$            14,912$              
28
29 LRIC ‐ Distribution 80,377,591$     44,165,705$       22,352,103$       2,562,007$         1,168,671$          7,419,344$         839,684$            1,870,077$        
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Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
Summary

101 104 105 111 163+164 170 900

Line # Description Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
30
31 Fuctional Cost Assignment by LRIC
32 Scheduling & Planning 165,321$          66,311$               46,673$               4,176$                 2,565$                  14,208$               3,960$                 27,428$              
33 Meter Reading, Billing etc. 2,108,061$       1,783,074$         310,653$            2,944$                 1,795$                  7,676$                 960$                    960$                   
34 Meters, Services & Mains extensions 27,516,224$     16,353,156$       4,150,736$         1,069,050$         321,645$             3,287,183$         507,676$            1,826,778$        
35 Sysctem Core Mains 50,587,986$     25,963,163$       17,844,041$       1,485,838$         842,667$             4,110,277$         327,088$            14,912$              
36 Total 80,377,591$     44,165,705$       22,352,103$       2,562,007$         1,168,671$          7,419,344$         839,684$            1,870,077$        
37
38 Non‐Gas Revenue at Current Rates 28,954,127$     16,312,863$       7,513,446$         472,884$            230,926$             2,295,862$         340,717$            1,787,429$        
39 Proposed Increase 3,622,770$      
40 LRIC Based Non‐gas Rev Req. 32,576,897$     17,900,283$       9,059,268$         1,038,377$         473,660$             3,007,047$         340,323$            757,939$           
41 Revenue to Cost Ratio 0.91                    0.83                    0.46                    0.49                     0.76                    1.00                    2.36                   
42
43 Incremental Non‐gas Revenue Req. 3,622,770$       1,587,420$         1,545,822$         565,493$            242,734$             711,185$            (394)$                   (1,029,490)$      
44
45 Step 1
46 Increase relative to system average 1.50                    2.25                    2.25                     2.25                    0.25                    ‐                     
47 Percent Increase 12.51% 18.77% 28.15% 28.15% 28.15% 3.13% 0.00%
48 Increase Step 1 2,265,267$       1,410,135$         133,127$            65,011$                646,336$            10,658$               ‐$                    
49                                                                                                                                                  
50 Step 2
51 Increase Step 2 1,357,503$       1,357,503$         ‐$                     ‐$                     ‐$                     ‐$                     ‐$                     ‐$                    
52
53 Total Increase 3,622,770$       1,357,503$         1,410,135$         133,127$            65,011$                646,336$            10,658$               ‐$                    
54 Margin after Increase 32,576,897$     17,670,366$       8,923,581$         606,011$            295,937$             2,942,198$         351,375$            1,787,429$        
55 Percent Increase 8.32% 18.77% 28.15% 28.15% 28.15% 3.13% 0.00%
56 Revenue to Cost Ratio 0.99 0.99 0.58 0.62 0.98 1.03 2.36
57 Final Increase relative to system average 0.67 1.50 2.25 2.25 2.25 0.25 0.00
58
59 LRIC Supported Customer Cost per month
60 Cust O&M Plus Meter & Service Carrying Charge 19.14$                 28.59$                 113.11$               523.63$                1,396.52$           2,628.06$           2,318.54$          
61 Cust O&M 2.51$                   2.63$                   2.21$                   11.50$                  19.99$                 19.99$                 19.99$                
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Ronald J. Amen 
Mr. Amen has over thirty-five years of combined experience in utility 
management and consulting in the areas of regulatory affairs, resource planning, 
organizational development. distribution operations and customer service, 
marketing and sales, and systems administration. He has particular expertise in 
the following areas: regulatory policy, strategy and analysis; resource strategy, 
planning and financial analysis; cost allocation and pricing issues; business 
process design and organizational structures; and expert witness testimony. 
Prior to joining Black & Veatch, Mr. Amen's consulting experience included 
Concentric Energy Advisors, Inc. and Navigant Consulting, Inc. His prior utility 
experience includes Manager of Federal Regulatory Affairs at Puget Sound 
Energy, Inc., Director of Rates at Washington Natural Gas Company, Regional 
Director - Operations and Director - Rates for Indiana Energy (now Vectren), 
and management positions in Information Systems and Distribution Operations 
at Ohio Valley Gas Corporation. 

PROJECT EXPERIENCE 

REGULATORY POLICY, STRATEGY AND ANALYSIS 

Southwestern Electric/Gas Utility I 
Provided case management, revenue requirement, cost of service and rate 
design support for a general rate cases in the utility's two State regulatory 
jurisdictions. Issue management and policy development included an electric 
fuel and purchased power cost mechanism, recovery of environmental 
remediation costs fo r a coal-fired power plant, and the valuation of renewable 
energy credits related to a wind power facility. 

Confidential Energy Company I 
Provided due diligence on behalf of client related to the purchase of a 
gas/electric utility, including a review of the regulatory and market related 
assumptions underlying the client's valuation model, resulting in the validation 
of the model and identification of key business risks and opportunities. 

Confidential Energy Company I 
Provided regulatory due diligence support for client related to a proposed 
merger with a multi-jurisdictional gas/ electric company, including an evaluation 
of the regulatory landscape in the various applicable State jurisdictions, recent 
regulatory decisions, and current regulatory issues. 

Confidential Energy Company I 
Performed due diligence on behalf of a confidential energy company client 
related to the acquisition of a U.S. interstate pipeline, involving a market 
assessment related to its customer contracts and their prospective alternatives. 
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DIRECTOR 

Specialization: 
Financial, regulatory, 
strategic, operations and 
litigation support 

Office Location 
Redmond, WA 

Education 
• B.S., Business 

Administration (Finance 
and Economics), College of 
Business Administration, 
University of Nebraska, 
1978 

Professional Associations 
• American Gas Associat ion 
• Southern Gas Association 

Year Career Started 
1978 

Year Started with B&V 
2013 



Eastern Electric/Gas Utility I 

Provided management with an evaluation of its line extension practices for both 
its gas and electric services and an earnings impact assessment using a 
proprietary evaluation model. Conducted a workshop for management on the 
results of the evaluation and recommendations for consideration in the areas of 
revenue enhancements, modification of internal policies and procedures and 
construction cost control areas. 

Eastern Gas Utility I 

Provided management with an evaluation of the policies, procedures and tools 
presently used in its new customer addition process, an assessment of the 
impact of new customer growth on NOi, and regulatory solutions to accelerate 
recovery of new customer costs that best meet the regulatory requirements of 
its three state jurisdictions. 

Canadian Gas Utility I 
Engaged to assist with the development of a Gas Transmission asset ownership 
strategy. The project included researching examples from other jurisdictions in 
North America for transmission ownership structures, the supporting rationale, 
and the resulting regulatory treatment. 

Eastern Gas Utility I 

Provided expert witness testimony on the subject of new area expansion 
programs in the U.S. for the client's general rate case proceeding. As part of a 
negotiated settlement of the case, the client was permitted to establish a new 
area expansion pilot program. 

Pacific Northwest Electric/Gas Utility I 

Redesigned gas line extension policy based on financial investment criteria, 
standardized construction costs, and revenue contributions derived from the 
client's residential end-use data (building type/size/vintage, appliance type, 
etc.). Introduced a new customer rate option for customers whose facilities 
extensions did not meet the target rate of return requirement, which 
significantly reduced earnings attrition caused by rapid customer growth. In a 
later general rate proceeding, testimony support was provided regarding the 
modifications and revisions to the facilities extension program. 

RESOURCE PLANNING, STRATEGY AND FINANCIAL ANALYSIS 

Western Canadian Gas Utility I 

Retained to help develop a gas supply incentive mechanism in cooperation with 
the BCUC staff and the Company's other stakeholders. Provided an independent 
analysis of the utility's management of pipeline and storage capacity and supply. 
Part of this work entailed a review of the major markets in which the utility 
transacted, reviewing the size of trading activity at the major market hubs and 
reviewing the price indices for these markets. 
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Western Electric Utility I 

Engaged as a member of a consultant team that served as the independent 
evaluator in a competitive solicitation for non-intennittent generation 
resources.Jointly recommended by the utility client, the staff of the utility 
commission, and the state attorney general, the consulting team acted as an 
agent of the public utility commission monitoring and overseeing the 
solicitation, which included reviewing the request for proposals and solicitation 
process, including provisions of the PP A, preliminary review ( economic and 
contractual) of bids received from the request for proposals, initial modeling of 
bids for screening, selection of bidders with whom to conduct negotiations and 
oversight of the negotiation process, and the ultimate selection of the winning 
bid. Provided due diligence review of all input data, preliminary and final model 
output, and output summaries. The team produced bi-weekly confidential 
reports to the commission regarding the process and its results. 

Pacific Northwest Gas Utility I 

Assisted with the development of its long-tenn Integrated Resource Plan ("IRP") 
for its Oregon and Washington service territories. The IRP includes the 
evaluation of incremental inter- and intra-state pipeline capacity, underground 
storage, and two proposed LNG plants under development in the region. 

Pacific Northwest Electric/Gas Utility I 

Engaged to assist the client with the development of a natural gas resource 
efficiency and direct end-use strategy, an interdepartmental initiative focused 
on preparing a natural gas resource efficiency plan that optimizes customers' 
end-use energy consumption while furthering corporate customer, financial, 
environmental, and social responsibilities. 

Pacific Northwest Electric/Gas Utility I 

As part of a review of a gas procurement strategy and hedging analytics, 
provided gas LDC case studies for gas procurement and risk management 
practices, including identification of risk management best practices across the 
industry. 

Pacific Northwest Electric/Gas Utility I 

Provided resource planning strategy and analysis for the Company's Least Cost 
Plan, including a review of the company's underlying 20-year electric and gas 
demand forecasts. 

Pacific Northwest Electric/Gas Utility I 

Engaged as a member of a consulting team serving as the client's financial 
advisor for the acquisition of new electric power supply resources. Conducted a 
multi-track solicitation process for and evaluation of generation assets and 
purchase power agreements. Provided regulatory support for the acquisition in 
a subsequent power cost rate proceeding. 
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Midwestern Electric/Gas Utility I 

Provided an evaluation of the functions provided by the utility's underground 
storage facilities for the purpose of assigning cost responsibility to the various 
customer groups, which had been challenged by parties in the company's 
general rate proceeding. 

Southwestern Electric/Gas Utility I 
Conducted an evaluation of two gas operating subsidiaries, their capital 
planning, asset management strategy, and customer growth practices. 
Formulated a strategy for improving the profitability of the entities, with 
regulatory strategies for its two jurisdictions that included a special cost 
recovery mechanism for accelerated infrastructure replacement programs. 

Midwestern Municipal Electric Utility I 

Engaged as a member of three-consultant team that established a self-sustaining 
energy services business to replace its rebate-based, demand-side management 
programs. Area of focus included the finance and administrative functions as 
well as the employee evaluation and recruitment process. 

European Electric Utility I 

Provided strategy and analysis support, including a review of the natural gas 
value chain in the U.S., as part of an overall project scope focusing on the 
evaluation of retail multi-energy strategies for the client. 

COST ALLOCATION, PRICING ISSUES AND RATE DESIGN 

Southwestern Electric Utility I 

Retained to conduct a study to estimate the conservation effect of replacing its 
existing electric residential rate design with an alternative rate design such as 
an inverted block rate design. Reviewed inclining block rate structures that have 
actively been employed in other jurisdictions and also reviewed technical and 
academic literature to assess the elasticity of electricity demand for residential 
customers in the U.S. Southwest. Analyzed 2009-2011 residential data to 
determine what sort of conservation effect the Company may expect by 
implementing an inclining block rate structure. Provided an overview of 
alternative rate structures which may also promote conservation effects, such as 
seasonal rates, three-part rates and time-of-use ("TOU") rates, and considered 
the competing incentives of promoting conservation and cost recovery, without 
specific rate mechanisms to address this conflict. 

Northeastern Electric Utility I 

Supported utility in its decoupling proposal for the Company's general rate case. 
Work included: (1) research on the financial implications of decoupling; (2) 
identification of decoupling mechanism details to address company and 
regulatory requirements and objectives; (3) identification of rate adjustment 
mechanisms that would work together with the Company's proposed 
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decoupling mechanism; and ( 4) preparing pre-filed testimony and t estifying at 
hearings in support of the Company's decoupling and rate adjustment proposals. 
The proposed rate adjustment mechanisms included an inflation adjustment 
mechanism based on a statistical analysis, and a capital spending mechanism to 
recover the costs associated with capital plant investment targeted to improving 
service reliability. 

Northeastern Electric/Gas Utility I 
Conducted class allocated cost of service studies for the client's New England 
natural gas operations. This included combined gas cost of service studies for 
the consolidation of four gas service territories into two gas utility subsidiaries. 
During interrogatories, performed four separate allocated cost of service studies 
for each gas service territory. Work included reconfiguring the Company's 
commercial and industrial customer classes according to size of load and 
customer-related facilities. Served as an expert witness on behalf of the client in 
consolidated general rate cases before the Massachusetts Department of Public 
Utilities. 

Midwestern Energy Company I 

Conducted class allocated cost of service studies for the client's natural gas 
(including two other affiliate gas utilities) and electric operations. Work 
included reconfiguring the Company's commercial and industrial customer 
classes according to size ofload and customer-related facilities. Rate design was 
modernized to recover a greater portion of fixed costs via fixed monthly 
customer and demand based charges, a transition to a "Straight-Fixed Variable" 
form of rate design. Industry research was provided on alternative rate designs 
for the electric service, including Time-of-Use rates and Critical Peak Pricing. 
Served as an expert witness on behalf of the client in three general rate cases 
before the Indiana Utility Regulatory Commission. 

Midwestern Electric Utility I 

Conducted class allocated cost of service studies for a Midwestern electric 
utility's Minnesota electric operations. Work included reconfiguring the 
Company's customer classes for cost of service purposes to collapse end-use 
based classes with the classes to which they would be eligible. Cost of service 
studies were performed on a before-and-after basis for the existing and 
proposed classes. The cost of service studies included a Fixed/Variable study for 
Production costs, and a Primary - Secondary study for poles, transfonners and 
conductors. Performed a Time of Use analysis to determine the appropriate rate 
differentials for its Peak and Off-peak rates. Served as an expert witness on 
behalf of the client in a general rate case before the Minnesota Public Service 
Commission. 
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Midwestern Gas Utility I 

Provided cost of service and rate design support for the Company's general rate 
case filings in its two State jurisdictions and in support of a Section 311 
transportation filing before the Federal Energy Regulatory Commission (FERC). 
Provided related research, design and expert witness testimony in support of a 
Revenue Decoupling mechanism in one jurisdiction and a Weather 
Normalization Adjustment (WNA) mechanism in the other jurisdiction, along 
with a significant increase in fixed charges and the introduction of demand 
charges for the Company's largest customer classes. Conducted a pre-filing 
"Decoupling" workshop for the utility commission staff. 

Pacific Northwest Gas Utility I 

Provided Cost of Service and Rate Design support for the utility's general rate 
case, including expert witness testimony. Assisted the client with an earlier 
revenue neutral reconfiguration of its Commercial / Industrial sales and 
transportation service offerings. The earlier initiative included collaborative 
work with an industrial customer stakeholder group. 

Midwestern Energy Company I 
Assisted the client with the pursuit of alternative regulatory initiatives in 
conjunction with company's expansion of its energy efficiency and conservation 
programs. Supported the research, design, and selection of Revenue Decoupling 
mechanisms for its two regulated gas utility subsidiaries. Served as the cost of 
service witness in two general rate case filings. 

Pacific Northwest Electric/Gas Utility I 

In two general rate proceedings, provided Cost of Service and Rate Design 
support, including expert witness testimony in support of the utility's proposed 
gas Revenue Decoupling mechanism. Conducted research on accelerated cost 
recovery mechanisms for Infrastructure Replacement, Electric Power Cost 
Adjustment mechanisms and Gas Supply Pricing Options of utilities in North 
America. 

U.S. Energy Company I 

Engagement director for Cost of Service and Rate Design support for the general 
rate proceedings of the Company's Midwestern and Northeastern gas utilities, 
including expert witness testimony on cost of service, rate design and declining 
use-per-customer. Rate design support included a proposed ten-year weather 
normal, and the introduction of straight-fixed variable rates (Midwestern LDC). 
This was the third consecutive rate case engagement for the Northeastern LDC. 

Midwestern Electric/Gas Utility I 

Assisted the Company with the preparation of a retail customer choice filing for 
one of its gas distribution jurisdictions. Provided support for the development 
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Served as engagement manager for cost of service and rate design support. 
Represented the client in its capital investment recovery proceeding for a major 
pipeline project a cross-provincial transmission pipeline. The three-phase 
project included regulatory strategy support for executive management 
regarding the integration of the pipeline proposal with the utility's PBR and 
unbundling initiatives and a global rate design proceeding. Cost of service 
support included a review of its gas cost portfolio allocation to firm sales 
customer classes, a survey of the trends in gas cost allocations and incentive 
mechanisms in North America, and serving as a facilitator for an all-party cost 
allocation and rate design workshop. 

Northeastern Gas Utility I 

Served as engagement manager for cost of service and rate design support, 
including expert witness testimony, for the client's participation in a state-wide 
gas unbundling proceeding. Subsequent projects included analysis of the client's 
demand forecasting capability, implementation of an algorithm-based balancing 
service and a cost of service studies related to transportation related 
administrative costs, resources supporting system reliability and recovery of 
potentially stranded costs. 

Midwestern Gas Transmission/Distribution Utility I 

Engagement manager for cost of service and rate design support, including 
expert witness testimony, for client's asset separation and unbundling 
proceeding as well as a subsequent general rate case. Integrated gas utility 
( wellhead to burner-tip) unbundled upstream services (production and 
gathering, storage, and intra-state transmission) from its distribution business. 

South American Gas Utility I 

For an affiliate of a major U.S. energy company, conducted a cost of service and 
rate design training for management personnel engaged in the planned 
restructuring of the rate-setting processes for three gas utilities in Brazil. 

Canadian Energy Marketer I 

Provided consulting support and position paper on cost allocation and pricing 
issues for Canadian gas marketer's participation in a restructuring collaborative 
sponsored by the intra-provincial pipeline and local distribution utility in 
Saskatchewan. 

Pacific Northwest Gas Utility I 
Negotiated and obtained regulatory approval of a 20-year contract with the 
company's largest industrial customer, which avoided bypass of 14 primary 
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plant facilities within the service territory, prevented loss of annual throughput, 
and maintained contribution to system costs. 

Pacific Northwest Gas Utility I 

Obtained regulatory approval of unbundled, cost-based transportation services 
to meet large commercial and industrial customer needs and re-designed rates 
of other classes to better align with new cost of service methodology. The 
project required the facilitation of a collaborative working group of key 
industrial customers, customer associations, commission staff, and consumer 
advocacy agencies. 

Western Energy Company I 

Provided case strategy and cost of service support for the biennial cost 
allocation proceedings of two utility subsidiaries of the Company. 

UTILITY SYSTEM OPERATIONS AND ORGANIZATIONAL DEVELOPMENT 

Pacific Northwest Electric/Gas Utility I 

Engaged to perform a review of its project management and capital spending 
authorization processes (CSA). The overall project objectives were to educate 
project management (PM) staff as to the importance and relevance of regulatory 
prudence standards; evaluate existing PM processes along with newly 
introduced corporate CSA processes; and propose PM and corporate process 
and documentation efficiencies. This was accomplished through 1) a situational 
assessment and risk review; 2) analysis of project management practices; and 3) 
development of common documentation for the CSA and PM processes. 

Pacific Northwest Electric/Gas Utility I 

Engaged to perform a review of how the company compares to similarly
situated utilities in the areas of the underlying capitalized costs related to new 
customer additions ("New Business Investment") and the management policies 
and practices that influence the new business capital investment Examined the 
inter-relationships of our client's management policies and practices in the 
functional areas related to New Business Investment and developed an 
understanding of the nahire of the costs captured by the New Business 
Investment process. Benchmarked those costs relative to peers' cost factors and 
management capital expendihire practices and performed targeted peer group 
interviews on our client's behalf. The review identified certain trends and/ or 
inter-relationships between management policies and practices, as well as other 
exogenous factors, and the resulting impact on New Business Investment. 

Pacific Northwest Electric/Gas Utility I 

Engaged to perform a review of its electric transmission planning and project 
prioritization process. The emphasis of the review was to determine if the 
process implemented by the client could be expected to meet the regulatory 
standard of prudence, as adopted by the state regulatory commission. Reviewed 
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the prudence standard adopted by the commission in several recent regulatory 
proceedings, supplemented by our knowledge of the prudence standard adopted 
at a national level and in other states. The engagement included two phases: 1) 
an initial situation assessment of the existing process employed by the client, 
and 2) a review of the historic implementation of that process by reviewing a 
sampling of transmission projects. Compiled and provided examples of capital 
planning documents and procedures, viewed as "Best Practices," from other 
electric utilities and other relevant transmission entities. 

Midwestern Energy Company I 

Provided audit support for one of the Company's gas and electric utilities during 
a management audit ordered by one of its two regulatory jurisdictions. 
Conducted a pre-audit of distribution operations and resource planning process 
to provide the client with potential audit issues. Assisted the client throughout 
the audit process in responding to information requests, preparing Company 
executives and management personnel for audit interviews, and management of 
preliminary audit issues and findings by the independent audit firm. 

Midwestern Energy Company I 

Performed a number of benchmark analyses to compare each of the client's A&G 
and O&M expenses, on a per-customer basis, to various peer groups conducted 
for the client's natural gas and electric operations. Analyses were performed for 
natural gas utilities, electric utilities, and combination utilities with both electric 
and gas operations. Various iterations of the analyses were prepared to make 
the peer group of utilities more comparable to the characteristics of the client's 
utility operations. Served as an expert witness on behalf of the client in a 
consolidated general rate case proceeding of its three utility subsidiaries before 
the Illinois Commerce Commission. 

Western Multi-state Water Utility I 
Engaged to manage the implementation of a new revenue decoupling 
mechanism into its 24 separate rate areas. Changes to the following processes 
and related procedures were required: rate setting, meter reading, billing, 
revenue and financial reporting. Microsoft Project was used to manage and track 
the implementation throughout the following organizations: Rates, Accounting, 
Information systems, Communications, and Customer Service. 

Northwestern Electric/Gas Utility I 

Conducted an evaluation of the Company's key accounts (Top 100) and business 
account services organization. Work included compilation of "best practices" 
from peer group utilities, recommendations related to staffing levels, roles and 
responsibilities, and the interrelationships with the customer service ( call 
center), revenue management and community relations organizations of the 
utility. 
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Eastern Gas Utility I 

Provided market monitoring strategies and action plans based on an analysis of 
competitive threats and discussions with the client's customers and other 
utilities facing similar issues. Intent of recommended monitoring strategies and 
corresponding action plans to result in increased customer growth (meters) 
and/ or customer retention, including a prioritized implementation approach to 
the monitoring strategies and action plans, based on benefits to the client and 
time to implement. 

Southern Electric/Gas Utility I 

Conducted an evaluation of two gas operating subsidiaries, their capital 
planning, asset management strategy, and customer growth practices. 
Formulated a strategy for improving the profitability of the entities, with 
regulatory strategies for its two jurisdictions that included a special cost 
recovery mechanism for accelerated infrastructure replacement programs. 

Midwestern Municipal Electric Utility I 

Engaged as a member of three-consultant team that established a self-sustaining 
energy services business to replace its rebate-based, demand-side management 
programs. Area of focus included the finance and administrative functions as 
well as the employee evaluation and recruitment process, which involved 
establishing the organization structure, span of control, job descriptions, 
qualifications, and salary ranges. We worked closely with the head of new 
organization, the municipal utility management, and the relevant municipal 
government agencies; and facilitated numerous management and stakeholder 
meetings. 

Midwestern Electric/Gas Utility I 

Provided research and consulting support to establish performance metrics and 
benchmarks from peer group companies for the client's performance 
management system. 

Midwestern Energy Company I 

For a Midwestern energy company, Mr. Amen was responsible for marketing, 
customer service, gas distribution system construction, operation and 
maintenance, for a regional operating service territory of the company's gas 
utility. Among other gas operations responsibilities, Mr. Amen managed a field 
sales force responsible for sales plan development, including market analysis, 
program design, and cost-effectiveness evaluations for the following customer 
segments and/ or trade alley groups: residential home builders and commercial 
developers; HVAC contractors; large commercial and industrial key accounts; 
public institutions; and governmental facilities. 

Business Process Redesign and Organizational Restructuring - While serving in 
the aforementioned utility management capacity as Regional Director, Mr. Amen 
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Re-engineering Operations - Mr. Amen was a member of a management team 
that restructured the company's field organization into six regional operations 
(reduced from 26 district offices) resulting in a streamlined organization, which 
provided enhanced customer service while substantially reducing operating 
costs. The nine core management team members facilitated the work of over 
forty individual study groups during the eighteen-month transition period. This 
same management team redesigned the capital budgeting process and 
established new standards governing the use of construction contractors. 
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EXPERT WITNESS TESTIMONY PRESENTATION 

• Arkansas Public Service Commission 
• British Columbia Utility Commission (Canada) 
• Connecticut Department of Public Utility Control 
• Delaware Public Service Commission 
• Illinois Commerce Commission 
• Indiana Utility Regulatory Commission 
• Massachusetts Department of Utilities 
• Minnesota Public Utilities Commission 
• Missouri Public Service Commission 
• New Brunswick Energy and Utilities Board (Canada) 
• Oklahoma Corporation Commission 
• Oregon Public Utility Commission 
• Pennsylvania Public Utility Commission 
• Washington Utilities and Transportation Commission 
• Federal Energy Regulatory Commission 

PROFESSIONAL HISTORY 

Black & Veatch Corporation (Present) 
Director 

Concentric Energy Advisors, Inc. (2007 - 2013) 
Vice President 

Navigant Consulting, Inc. (1997 - 2007) 
Director 

Puget Sound Energy, Inc. ( 1997) 
Manager - Federal Regulatory Affairs 

Washington Natural Gas Company (1993 -1997) 
(merged with Puget Power and Light to form Puget Sound Energy in 1997) 
Director - Rates and Tariffs 

Indiana Energy (now Vectren) (1984 - 1993) 
Regional Director - Distribution Operations 
Director - Rates 

Ohio Valley Gas Corporation (1978 -1984) 
Data Processing Manager 
Assistant District Manager - Distribution Operations 
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SELECTED PUBLICATIONS/PRESENTATIONS 

"Enhancing the Profitability of Growth," American Gas Association, Rate and 
Regulatory Issues Seminar, April 4 - 7, 2004 
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"Regulatory Treatment of New Generation Resource Acquisition: Key Aspects of 
Resource Policy, Procurement and New Resource Acquisition," Law 
Seminars International, Managing the Modern Utility Rate Case, February 17 
-18, 2005 

"Managing Regulatory Risk - The Risk Associated with Uncertain Regulatory 
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Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
Plant Carrying Costs

101 104 105 111 163+164 170 900

Line Description Unit Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
1 Billing Determinants
2 Peak Day Forecast Dth‐Day 83,138 46,988 32,086 2,617 1,447 0 0 0
3 Customer Count 69,254 59,252 9,839 111 13 32 4 4
4 Throughput Dth 33,745,469 3,944,203 2,790,590 253,388 157,985 3,478,380 276,803 22,844,121
5
6 Service Installation
7 Typical Size in. 0.5 1 2
8 Material Plastic Plastic Plastic
9 Average Cost $ 1,062$                 1,180$                   2,870$              
10 Total Investment $ 76,433,914$       62,948,429$       11,607,402$        318,405$           102,857$           1,090,286$       287,040$           79,495$              
11 Economic Carryin Charge Rate 16.25% 16.25% 16.25% 16.25% 16.25% 16.25% 16.25%
12 Annual Carrying Charge per customer $ 172.59$               191.66$                466.30$            
13 Class Annual Carrying Charge $ 12,417,164$       10,226,363$       1,885,694$           51,727$             16,710$             177,124$           46,631$             12,914$              
14
15 Meters & Regulators
16 Average Cost $ 186$                    824$                      5,944$              
17 Total Investment $ 23,835,053$       11,006,193$       8,108,673$           659,364$           434,415$           2,416,503$       540,116$           669,790$           
18 Economic Carryin Charge Rate 14.54% 14.54% 14.54% 14.54% 14.54% 14.54% 14.54%
19 Annual Carrying Charge per customer $ 27.02$                 119.87$                864.50$            
20 Class Annual Carrying Charge $ 3,466,628$         1,600,768$         1,179,345$           95,899$             63,182$             351,462$           78,556$             97,416$              
21
22 Mains Investment
23 A. Customer Mains Investment
24 Typical Size in. 2 2 2
25 Material Plastic Plastic Steel
26 Avg. Mains extension per customer ft 58.95 85.16 899.14
27 2013 Average cost per ft $/ft 7.69$                   7.69$                     54.83$              
28 Customer mains investment per customer $ 453$                    655$                      49,297$            
29 Customer Mains Investment by Class 69,037,393$       26,861,539$       6,443,506$           5,468,562$        1,434,783$       16,372,014$     2,270,035$       10,186,955$      
30
31 B. Capacity Related
32 Incr. mains capacity investment $ 407,490$             180,287$            123,110$              10,041$             5,552$               88,500$              
33 Capacity Mains Investment per customer $ 3.04$                   12.51$                   90.52$               427.06$             22,125.00$        
34
35 C. Commodity (Safety) Related
36 Incr. mains commodity investment/therm $ 4,115,887$         1,489,164$         1,053,608$           95,669$             59,648$             1,313,289$       104,509$          
37 Safety Related Investment per customer $ 25.13$                 107.09$                862.42$             4,588.33$         41,040.27$       26,127.29$       ‐$                    
38



CNG/502
Amen/Page 2 of 2

Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
Plant Carrying Costs

101 104 105 111 163+164 170 900

Line Description Unit Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
39 Long‐Run System Replacement Investment
40 Mains System Replacement Cost $ 369,272,368$    
41 Less: Customer Mains Investment $ (73,560,770)$    
42 Long‐Run System Replacement Investment $ 295,711,598$    
43
44 Capacity % 76%
45 Investment per Peak Day Capacity $/Dth‐Day 2,687$                
46 Investment by Class $ 223,375,604$     126,247,708$    86,209,017$        7,031,238$        3,887,641$       ‐$                   ‐$                   ‐$                    
47 Investment per customer $ 2,131$                 8,762$                   63,384$             299,049$           ‐$                   ‐$                   ‐$                    
48
49 Commodity % 24%
50 System Replacement Investment per Dth $/Dth 6.64$                  
51 Investment by Class $ 72,335,995$       26,171,793$       18,516,984$        1,681,360$        1,048,308$       23,080,820$     1,836,730$      
52 Investment per customer $ 442$                    1,882$                   15,157$             80,639$             721,276$           459,183$           ‐$                    
53
54 Total mains investment by class $ 369,272,368$     180,950,490$    112,346,225$      14,286,870$      6,435,931$       40,766,123$     4,211,274$       10,275,455$      
55 Economic Carryin Charge Rate 16.85% 16.85% 16.85% 16.85% 16.85% 16.85% 16.85%
56 Class Annual Carrying Charge $ 62,220,417$       30,489,189$       18,929,737$        2,407,261$        1,084,420$       6,868,873$       709,577$           1,731,359$        
57
58 Total Carrying Costs 78,104,209$       42,316,319$      21,994,777$        2,554,887$        1,164,312$       7,397,459$       834,764$          1,841,689$        
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CNG/503
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Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
O&M Costs

101 104 105 111 163+164 170 900

Line # Description Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
1 Billing Determinants
2 Peak Day Forecast 83,138                   46,988                32,086                2,617                  1,447                   ‐                      ‐                      ‐                     
3 Customer Count 69,254                   59,252                9,839                  111                      13                         32                        4                          4                         
4 Throughput 33,745,469            3,944,203          2,790,590          253,388              157,985               3,478,380          276,803              22,844,121       
5 Sales 7,422,969               3,944,203          2,790,590          253,388              157,985               276,803             
6
7 Peak & Average 100% 34% 23% 2% 1% 5% 0% 34%
8
9 Customer Count (Small Customers) 69,201                   59,252                9,839                  111                     
10 Customer Count (Large Customers) 53                           13                         32                        4                          4                         
11
12 Volumes (Core) 3,944,203          2,790,590          253,388              157,985               276,803             
13 Volumes (Non‐core) 3,478,380          22,844,121       
14
15 Gas Planning
16 Core 21,324$                 11,922$               8,191$                 681$                    386$                     143$                   
17 Non‐core 4,840$                   640$                    4,201$                
18 Total Core + Non‐core 26,165$                 11,922$               8,191$                 681$                    386$                     640$                    143$                    4,201$                
19 Cost per customer 0.20$                   0.83$                   6.14$                   29.70$                  19.99$                 35.84$                 1,050.20$          
20
21 Gas Supply
22 Core 32,646$                 17,347$               12,273$               1,114$                 695$                     1,217$                
23 Non‐core 11,433$                 1,511$                 9,922$                
24 Total Core + Non‐core 44,079$                 17,347$               12,273$               1,114$                 695$                     1,511$                 1,217$                 9,922$                
25 Cost per Cust 0.29$                   1.25$                   10.05$                 53.45$                  47.21$                 304.34$               2,480.56$          
26
27 Gas Control
28 Core 69,714$                 37,043$               26,208$               2,380$                 1,484$                  2,600$                
29 Non‐core 25,363$                 12,058$               13,305$              
30 Total Core + Non‐core 95,077$                 37,043$               26,208$               2,380$                 1,484$                  12,058$               2,600$                 13,305$              
31 Cost per Cust 0.63$                   2.66$                   21.45$                 114.13$                376.81$               649.91$               3,326.30$          
32
33 Total Gas Supply O&M 165,321$                66,311$              46,673$              4,176$                 2,565$                  14,208$              3,960$                 27,428$             



CNG/503
Amen/Page 2 of 2

Cascade Natural Gas Corp.
Oregon Jurisdiction

Long Run Incremental Cost (LRIC) Study
O&M Costs

101 104 105 111 163+164 170 900

Line # Description Total
Residential 
Service

Commercial 
Service

Industrial 
Service

Large Volume 
Service

General 
Distribution Interruptible

Special 
Contracts

core core core core non‐core core non‐core
34
35 Meter Reading
36 Meter Reading Expense (Res + Small C 246,890$                211,393$            35,101$               396$                    ‐$                      ‐$                     ‐$                     ‐$                    
37 Meter Reading Expense (Industrial) 6,113$                   ‐$                     ‐$                     ‐$                     1,499$                  3,691$                 461$                    461$                   
38 Meter Reading Expense 253,003$                211,393$            35,101$               396$                    1,499$                  3,691$                 461$                    461$                   
39 Cost per customer 3.57$                   3.57$                   3.57$                   115.34$                115.34$               115.34$               115.34$              
40
41 Customer Acoount records and collection 
42 Expense 1,225,172$            1,048,824$         174,154$            1,964$                 230$                    
43 Expense ‐ Manual Billing 4,782$                   3,825$                 478$                    478$                   
44 Cost per customer 17.70$                 17.70$                 17.70$                 17.70$                  119.54$               119.54$               119.54$              
45
46 Billing Postage & Printing
47 Expense 346,211$                296,208$            49,184$               555$                    65$                        160$                    20$                       20$                      
48 Cost per customer 5.00$                   5.00$                   5.00$                   5.00$                    5.00$                   5.00$                   5.00$                  
49
50 Uncollectible
51 COMMERCIAL 52,214$                 52,214$              
52 INDUSTRIAL 30$                         30$                      
53 RESIDENTIAL 226,650$                226,650$           
54 Total OR 278,894$                226,650$            52,214$               30$                       ‐$                      ‐$                     ‐$                     ‐$                    
55 Cost per customer 3.83$                   5.31$                   0.27$                   ‐$                      ‐$                     ‐$                     ‐$                    
56
57 Total Customer O&M 2,108,061$            1,783,074$         310,653$            2,944$                 1,795$                  7,676$                 960$                    960$                   
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Cascade Natural Gas Corporation 

Oregon Jurisdiction 

Test Year Ended December 31, 2014 

Customer Class 

Residential - 101 

Basic Service Charge 

Delivery Charge 

Total 101 Revenue 

Commercial - 104 

Basic Service Charge 

Delivery Charge 

Total 104 Revenue 

Industrial - 105 

Basic Service Charge 

Delivery Charge 

Total 105 Revenue 

Large Volume - 111 

Basic Service Charge 

Delivery Charge 

Total 111 Revenue 

General Distribution - 163 

Basic Service Charge 

Delivery Charge 

Total 163 Revenue 

Market Based Distribution - 164 

Basic Service Charge 

Delivery Charge 

Total 164 Revenue 

Interruptible - 170 

Basic Service Charge 

Delivery Charge 

Total 170 Revenue 

I 
I Pro Forma I 

$ 2,133,060 $ 
$ 14,179,803 

$ 16,312,863 $ 

$ 354,188 $ 
$ 7,159,258 

$ 7,513,446 $ 

$ 15,974 $ 
$ 456,910 

$ 472,884 $ 

$ - $ 
$ 230,926 

$ 230,926 $ 

$ 174,000 $ 
$ 1,441,569 

$ 1,615,569 $ 

$ 18,000 $ 
$ 662,293 

$ 680,293 $ 

$ - $ 
$ 340,717 

$ 340,717 $ 

Revenues 

CNG/ 504 

Amen/ Page 1 of 1 
Summary of Revenue by Rate Class 

Present and Proposed Rates 

Proposed I $ Difference I % Difference 

2,133,060 $ 0 0% 
15,537,398 1,357,595 10% 

17,670,458 $ 1,357,595 8% 

354,188 $ 0 0% 
8,569,343 1,410,085 20% 

8,923,531 $ 1,410,085 19% 

33,279 $ 17,305 108% 
572,734 115,824 25% 

606,013 $ 133,129 28% 

19,500 $ 19,500 
276,441 45,515 20% 

295,941 $ 65,015 28% 

261,000 $ 87,000 50% 
1,818,093 376,524 26% 

2,079,093 $ 463,524 29% 

27,000 $ 9,000 50% 
836,227 173,935 26% 

863,227 $ 182,935 27% 

12,000 $ 12,000 
339,388 (1,329) 0% 

351,388 $ 10,671 3% 
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Cascade Natural Gas Corporation CNG/505
Oregon Jurisdiction Amen/Page 1 of 1
Test Year Ended December 31, 2014 Analysis of Revenue by Detailed Rate Schedule

Pro Forma Test Year Revenues Proposed Revenues Difference
Customer Class Billing Units Present Rate Revenue Proposed Rates Revenue $ Amount % Amount

Residential ‐ 101
Basic Service Charge 711,020           $3.00 2,133,060$     $3.00 2,133,060$     0$                     0%
Delivery Charge 39,442,028      $0.35951 14,179,803$  $0.39393 15,537,398$  1,357,595$      10%
Total 101 Revenue 16,312,863$  17,670,458$  1,357,595$     8%

Commercial ‐ 104
Basic Service Charge 118,063           $3.00 354,188$        $3.00 354,188$        0$                     0%
Delivery Charge 27,905,898      $0.25655 7,159,258$     $0.30708 8,569,343$     1,410,085$      20%
Total 104 Revenue 7,513,446$    8,923,531$    1,410,085$     19%

Industrial ‐ 105
Basic Service Charge 1,331                $12.00 15,974$          $25.00 33,279$          17,305$           108%
Delivery Charge 2,533,883        $0.18032 456,910$        $0.22603 572,734$        115,824$         25%
Total 105 Revenue 472,884$        606,013$        133,129$         28%

Large Volume ‐ 111
Basic Service Charge 156                   $0.00 ‐$                 $125.00 19,500$          19,500$          
Delivery Charge 1,579,845        $0.14617 230,926$        $0.17498 276,441$        45,515$           20%
Total 111 Revenue 230,926$        295,941$        65,015$           28%

General Distribution ‐ 163
Basic Service Charge 348                   $500.00 174,000$        $750.00 261,000$        87,000$           50%
Delivery Charge ‐ first 10,000 therms 2,965,270        $0.12424 368,405$        $0.15686 465,132$        96,727$           26%
Delivery Charge ‐ next 10,000 therms 2,250,498        $0.11210 252,281$        $0.14153 318,513$        66,232$           26%
Delivery Charge ‐ next 30,000 therms 3,465,663        $0.10534 365,073$        $0.13300 460,933$        95,860$           26%
Delivery Charge ‐ next 50,000 therms 2,698,995        $0.06478 174,841$        $0.08179 220,751$        45,910$           26%
Delivery Charge ‐ next 400,000 therms 8,417,447        $0.03297 277,523$        $0.04163 350,418$        72,895$           26%
Delivery Charge ‐ over 500,000 therms 104,524           $0.03297 3,446$             $0.02244 2,346$              (1,101)$            ‐32%
Total 163 Revenue 1,615,569$    2,079,093$    463,524$         29%

Market Based Distribution ‐ 164
Basic Service Charge 36                      $500.00 18,000$          $750.00 27,000$          9,000$              50%
Delivery Charge ‐ first 10,000 therms 360,000           $0.12424 44,726$          $0.15686 56,470$          11,743$           26%
Delivery Charge ‐ next 10,000 therms 360,000           $0.11210 40,356$          $0.14153 50,951$          10,595$           26%
Delivery Charge ‐ next 30,000 therms 1,080,000        $0.10534 113,767$        $0.13300 143,640$        29,873$           26%
Delivery Charge ‐ next 50,000 therms 1,800,000        $0.06478 116,604$        $0.08179 147,222$        30,618$           26%
Delivery Charge ‐ next 400,000 therms 9,629,514        $0.03297 317,485$        $0.04163 400,877$        83,392$           26%
Delivery Charge ‐ over 500,000 therms 1,651,887        $0.01777 29,354$          $0.02244 37,068$          7,714$              26%
Total 164 Revenue 680,293$        863,227$        182,935$         27%

Interruptible ‐ 170
Basic Service Charge 48                      $0.00 ‐$                 $250.00 12,000$          12,000$          
Delivery Charge 2,768,032        $0.12309 340,717$         $0.12261 339,388$         (1,329)$            0%
Total 170 Revenue 340,717$        351,388$        10,671$           3%

I 
I I I I 

I 
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Cascade Natural Gas Corporation CNG/506
Oregon Jurisdiction Amen/Page 1 of 1
Estimated Average Monthly Bill Comparison Under Proposed Rates Residential Impact by Month

Residential ‐ 101

Line
No. (a) (b) (c) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $3.00 $3.00

2 Delivery Charge $0.35951 $0.39393

3 PGA Rate $0.57535 $0.57535

Average Revenue at Revenue at Monthly Bill Change
therms per Present Proposed

Month Customer Rates Rates Amount Percent

4 January  117                   112.38$                       116.41$                       4.03$                    3.58%
5 February 107                   103.03$                       106.71$                       3.68$                    3.57%
6 March 90                     87.14$                         90.24$                         3.10$                    3.56%
7 April 64                     62.83$                         65.03$                         2.20$                    3.51%
8 May 40                     40.39$                         41.77$                         1.38$                    3.41%
9 June 25                     26.37$                         27.23$                         0.86$                    3.26%
10 July 18                     19.83$                         20.45$                         0.62$                    3.12%
11 August 14                     16.09$                         16.57$                         0.48$                    3.00%
12 September 15                     17.02$                         17.54$                         0.52$                    3.03%
13 October 23                     24.50$                         25.29$                         0.79$                    3.23%
14 November 41                     41.33$                         42.74$                         1.41$                    3.41%
15 December 101                   97.42$                         100.90$                       3.48$                    3.57%
16 Total 655                   648.33$                       670.88$                       22.55$                

17 Monthly Average 54.03$                         55.91$                         1.88$                    3.48%



BEFORE THE 

PUBLIC UTILITY COMMISSION OF OREGON 

DOCKET NO. UG 287 

RONALD J. AMEN 
Exhibit No. 507 

Impact of Recommended Rate Changes 

CNG/507 
Amen 



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 1 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Residential ‐ 101

Line
No. (a) (b) (c) (d) (e)

Present Proposed
Rates Rates

1 Basic Service Charge $3.00 $3.00

2 Delivery Charge $0.35951 $0.39393

3 PGA Rate $0.57535 $0.57535

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

4 0 $3.00 $3.00 $0.00 0.00%

5 25 $26.37 $27.23 $0.86 3.26%

6 30 $31.05 $32.08 $1.03 3.33%
7 35 $35.72 $36.92 $1.20 3.37%
8 40 $40.39 $41.77 $1.38 3.41%
9 45 $45.07 $46.62 $1.55 3.44%
10 50 $49.74 $51.46 $1.72 3.46%

11 60 $59.09 $61.16 $2.07 3.49%
12 70 $68.44 $70.85 $2.41 3.52%
13 80 $77.79 $80.54 $2.75 3.54%
14 90 $87.14 $90.24 $3.10 3.56%
15 100 $96.49 $99.93 $3.44 3.57%

16 110 $105.83 $109.62 $3.79 3.58%
17 120 $115.18 $119.31 $4.13 3.59%
18 130 $124.53 $129.01 $4.47 3.59%
19 140 $133.88 $138.70 $4.82 3.60%
20 150 $143.23 $148.39 $5.16 3.60%

21 160 $152.58 $158.08 $5.51 3.61%
22 170 $161.93 $167.78 $5.85 3.61%
23 180 $171.27 $177.47 $6.20 3.62%
24 190 $180.62 $187.16 $6.54 3.62%
25 200 $189.97 $196.86 $6.88 3.62%

26 210 $199.32 $206.55 $7.23 3.63%
27 220 $208.67 $216.24 $7.57 3.63%
28 230 $218.02 $225.93 $7.92 3.63%
29 240 $227.37 $235.63 $8.26 3.63%
30 250 $236.72 $245.32 $8.61 3.64%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 2 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Commercial ‐ 104

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $3.00 $3.00

2 Delivery Charge $0.25655 $0.30708

3 PGA Rate $0.57535 $0.57535

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

4 0 $3.00 $3.00 $0.00 0.00%

5 50 $44.60 $47.12 $2.53 5.67%

6 60 $52.91 $55.95 $3.03 5.73%
7 70 $61.23 $64.77 $3.54 5.78%
8 80 $69.55 $73.59 $4.04 5.81%
9 90 $77.87 $82.42 $4.55 5.84%
10 100 $86.19 $91.24 $5.05 5.86%

11 110 $94.51 $100.07 $5.56 5.88%
12 120 $102.83 $108.89 $6.06 5.90%
13 130 $111.15 $117.72 $6.57 5.91%
14 140 $119.47 $126.54 $7.07 5.92%
15 150 $127.79 $135.36 $7.58 5.93%

16 160 $136.10 $144.19 $8.08 5.94%
17 170 $144.42 $153.01 $8.59 5.95%
18 180 $152.74 $161.84 $9.10 5.95%
19 190 $161.06 $170.66 $9.60 5.96%
20 200 $169.38 $179.49 $10.11 5.97%

21 250 $210.98 $223.61 $12.63 5.99%
22 300 $252.57 $267.73 $15.16 6.00%
23 350 $294.17 $311.85 $17.69 6.01%
24 400 $335.76 $355.97 $20.21 6.02%
25 450 $377.36 $400.09 $22.74 6.03%

26 500 $418.95 $444.22 $25.27 6.03%
27 600 $502.14 $532.46 $30.32 6.04%
28 700 $585.33 $620.70 $35.37 6.04%
29 800 $668.52 $708.94 $40.42 6.05%
30 1,000 $834.90 $885.43 $50.53 6.05%

31 1,250 $1,042.88 $1,106.04 $63.16 6.06%
32 1,500 $1,250.85 $1,326.65 $75.79 6.06%
33 1,750 $1,458.83 $1,547.25 $88.43 6.06%
34 2,000 $1,666.80 $1,767.86 $101.06 6.06%

35 2,500 $2,082.75 $2,209.08 $126.33 6.07%
36 3,000 $2,498.70 $2,650.29 $151.59 6.07%
37 3,500 $2,914.65 $3,091.51 $176.86 6.07%
38 4,000 $3,330.60 $3,532.72 $202.12 6.07%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 3 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Industrial ‐ 105

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $12.00 $25.00

2 Delivery Charge $0.18032 $0.22603

3 PGA Rate $0.57535 $0.57535

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

4 0 $12.00 $25.00 $13.00 108.33%

5 100 $87.57 $105.14 $17.57 20.07%
6 200 $163.13 $185.28 $22.14 13.57%
7 300 $238.70 $265.41 $26.71 11.19%
8 400 $314.27 $345.55 $31.28 9.95%
9 500 $389.84 $425.69 $35.86 9.20%

10 600 $465.40 $505.83 $40.43 8.69%
11 700 $540.97 $585.97 $45.00 8.32%
12 800 $616.54 $666.10 $49.57 8.04%
13 900 $692.10 $746.24 $54.14 7.82%
14 1,000 $767.67 $826.38 $58.71 7.65%

15 1,100 $843.24 $906.52 $63.28 7.50%
16 1,200 $918.80 $986.66 $67.85 7.38%
17 1,300 $994.37 $1,066.79 $72.42 7.28%
18 1,400 $1,069.94 $1,146.93 $76.99 7.20%
19 1,500 $1,145.51 $1,227.07 $81.56 7.12%

20 2,000 $1,523.34 $1,627.76 $104.42 6.85%
21 2,500 $1,901.18 $2,028.45 $127.28 6.69%
22 3,000 $2,279.01 $2,429.14 $150.13 6.59%
23 3,500 $2,656.85 $2,829.83 $172.99 6.51%
24 4,000 $3,034.68 $3,230.52 $195.84 6.45%

25 5,000 $3,790.35 $4,031.90 $241.55 6.37%
26 6,000 $4,546.02 $4,833.28 $287.26 6.32%
27 7,000 $5,301.69 $5,634.66 $332.97 6.28%
28 8,000 $6,057.36 $6,436.04 $378.68 6.25%
29 9,000 $6,813.03 $7,237.42 $424.39 6.23%

30 10,000 $7,568.70 $8,038.80 $470.10 6.21%
31 12,500 $9,457.88 $10,042.25 $584.38 6.18%
32 15,000 $11,347.05 $12,045.70 $698.65 6.16%
33 17,500 $13,236.23 $14,049.15 $812.92 6.14%
34 20,000 $15,125.40 $16,052.60 $927.20 6.13%

35 25,000 $18,903.75 $20,059.50 $1,155.75 6.11%
36 30,000 $22,682.10 $24,066.40 $1,384.30 6.10%
37 35,000 $26,460.45 $28,073.30 $1,612.85 6.10%
38 40,000 $30,238.80 $32,080.20 $1,841.40 6.09%
39 45,000 $34,017.15 $36,087.10 $2,069.95 6.09%

40 50,000 $37,795.50 $40,094.00 $2,298.50 6.08%
41 60,000 $45,352.20 $48,107.80 $2,755.60 6.08%
42 70,000 $52,908.90 $56,121.60 $3,212.70 6.07%
43 80,000 $60,465.60 $64,135.40 $3,669.80 6.07%
44 90,000 $68,022.30 $72,149.20 $4,126.90 6.07%
45 100,000 $75,579.00 $80,163.00 $4,584.00 6.07%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 4 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Large Volume ‐ 111

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $0.00 $125.00

2 Delivery Charge $0.14617 $0.17498

3 PGA Rate $0.57535 $0.57535

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

4 0 $0.00 $125.00 $125.00

5 100 $72.15 $200.03 $127.88 177.24%
6 200 $144.30 $275.07 $130.76 90.62%
7 300 $216.46 $350.10 $133.64 61.74%
8 400 $288.61 $425.13 $136.52 47.30%
9 500 $360.76 $500.17 $139.41 38.64%

10 600 $432.91 $575.20 $142.29 32.87%
11 700 $505.06 $650.23 $145.17 28.74%
12 800 $577.22 $725.26 $148.05 25.65%
13 900 $649.37 $800.30 $150.93 23.24%
14 1,000 $721.52 $875.33 $153.81 21.32%

15 1,100 $793.67 $950.36 $156.69 19.74%
16 1,200 $865.82 $1,025.40 $159.57 18.43%
17 1,300 $937.98 $1,100.43 $162.45 17.32%
18 1,400 $1,010.13 $1,175.46 $165.33 16.37%
19 1,500 $1,082.28 $1,250.50 $168.22 15.54%

20 2,000 $1,443.04 $1,625.66 $182.62 12.66%
21 2,500 $1,803.80 $2,000.83 $197.03 10.92%
22 3,000 $2,164.56 $2,375.99 $211.43 9.77%
23 3,500 $2,525.32 $2,751.16 $225.84 8.94%
24 4,000 $2,886.08 $3,126.32 $240.24 8.32%

25 5,000 $3,607.60 $3,876.65 $269.05 7.46%
26 6,000 $4,329.12 $4,626.98 $297.86 6.88%
27 7,000 $5,050.64 $5,377.31 $326.67 6.47%
28 8,000 $5,772.16 $6,127.64 $355.48 6.16%
29 9,000 $6,493.68 $6,877.97 $384.29 5.92%

30 10,000 $7,215.20 $7,628.30 $413.10 5.73%
31 12,500 $9,019.00 $9,504.13 $485.13 5.38%
32 15,000 $10,822.80 $11,379.95 $557.15 5.15%
33 17,500 $12,626.60 $13,255.78 $629.18 4.98%
34 20,000 $14,430.40 $15,131.60 $701.20 4.86%

35 25,000 $18,038.00 $18,883.25 $845.25 4.69%
36 30,000 $21,645.60 $22,634.90 $989.30 4.57%
37 35,000 $25,253.20 $26,386.55 $1,133.35 4.49%
38 40,000 $28,860.80 $30,138.20 $1,277.40 4.43%
39 45,000 $32,468.40 $33,889.85 $1,421.45 4.38%

40 50,000 $36,076.00 $37,641.50 $1,565.50 4.34%
41 60,000 $43,291.20 $45,144.80 $1,853.60 4.28%
42 70,000 $50,506.40 $52,648.10 $2,141.70 4.24%
43 80,000 $57,721.60 $60,151.40 $2,429.80 4.21%
44 90,000 $64,936.80 $67,654.70 $2,717.90 4.19%
45 100,000 $72,152.00 $75,158.00 $3,006.00 4.17%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 5 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

General Distribution ‐ 163

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $500.00 $750.00

2 Delivery Charge
3 First 10,000 therms $0.12424 $0.15686
4 Next 10,000 therms $0.11210 $0.14153
5 Next 30,000 therms $0.10534 $0.13300
6 Next 50,000 therms $0.06478 $0.08179
7 Next 400,000 therms $0.03297 $0.04163
8 Over 500,000 therms $0.03297 $0.02244

9 PGA Rate $0.00000 $0.00000

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

10 0 $500.00 $750.00 $250.00 50.00%

11 2,000 $748.48 $1,063.72 $315.24 42.12%
12 4,000 $996.96 $1,377.44 $380.48 38.16%
13 6,000 $1,245.44 $1,691.16 $445.72 35.79%
14 8,000 $1,493.92 $2,004.88 $510.96 34.20%
15 10,000 $1,742.40 $2,318.60 $576.20 33.07%

16 12,000 $1,966.60 $2,601.66 $635.06 32.29%
17 14,000 $2,190.80 $2,884.72 $693.92 31.67%
18 16,000 $2,415.00 $3,167.78 $752.78 31.17%
19 18,000 $2,639.20 $3,450.84 $811.64 30.75%
20 20,000 $2,863.40 $3,733.90 $870.50 30.40%

21 25,000 $3,390.10 $4,398.90 $1,008.80 29.76%
22 30,000 $3,916.80 $5,063.90 $1,147.10 29.29%
23 35,000 $4,443.50 $5,728.90 $1,285.40 28.93%
24 40,000 $4,970.20 $6,393.90 $1,423.70 28.64%
25 45,000 $5,496.90 $7,058.90 $1,562.00 28.42%
26 50,000 $6,023.60 $7,723.90 $1,700.30 28.23%

27 60,000 $6,671.40 $8,541.80 $1,870.40 28.04%
28 70,000 $7,319.20 $9,359.70 $2,040.50 27.88%
29 80,000 $7,967.00 $10,177.60 $2,210.60 27.75%
30 90,000 $8,614.80 $10,995.50 $2,380.70 27.64%
31 100,000 $9,262.60 $11,813.40 $2,550.80 27.54%

32 125,000 $10,086.85 $12,854.15 $2,767.30 27.43%
33 150,000 $10,911.10 $13,894.90 $2,983.80 27.35%
34 175,000 $11,735.35 $14,935.65 $3,200.30 27.27%
35 200,000 $12,559.60 $15,976.40 $3,416.80 27.20%
36 250,000 $14,208.10 $18,057.90 $3,849.80 27.10%

37 300,000 $15,856.60 $20,139.40 $4,282.80 27.01%
38 350,000 $17,505.10 $22,220.90 $4,715.80 26.94%
39 400,000 $19,153.60 $24,302.40 $5,148.80 26.88%
40 450,000 $20,802.10 $26,383.90 $5,581.80 26.83%
41 500,000 $22,450.60 $28,465.40 $6,014.80 26.79%

42 600,000 $25,747.60 $30,709.40 $4,961.80 19.27%
43 700,000 $29,044.60 $32,953.40 $3,908.80 13.46%
44 800,000 $32,341.60 $35,197.40 $2,855.80 8.83%
45 900,000 $35,638.60 $37,441.40 $1,802.80 5.06%
46 1,000,000 $38,935.60 $39,685.40 $749.80 1.93%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 6 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Market Based Distribution ‐ 164

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $500.00 $750.00

2 Delivery Charge
3 First 10,000 therms $0.12424 $0.15686
4 Next 10,000 therms $0.11210 $0.14153
5 Next 30,000 therms $0.10534 $0.13300
6 Next 50,000 therms $0.06478 $0.08179
7 Next 400,000 therms $0.03297 $0.04163
8 Over 500,000 therms $0.01777 $0.02244

9 PGA Rate $0.00000 $0.00000

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

10 0 $500.00 $750.00 $250.00 50.00%

11 2,000 $748.48 $1,063.72 $315.24 42.12%
12 4,000 $996.96 $1,377.44 $380.48 38.16%
13 6,000 $1,245.44 $1,691.16 $445.72 35.79%
14 8,000 $1,493.92 $2,004.88 $510.96 34.20%
15 10,000 $1,742.40 $2,318.60 $576.20 33.07%

16 12,000 $1,966.60 $2,601.66 $635.06 32.29%
17 14,000 $2,190.80 $2,884.72 $693.92 31.67%
18 16,000 $2,415.00 $3,167.78 $752.78 31.17%
19 18,000 $2,639.20 $3,450.84 $811.64 30.75%
20 20,000 $2,863.40 $3,733.90 $870.50 30.40%

21 25,000 $3,390.10 $4,398.90 $1,008.80 29.76%
22 30,000 $3,916.80 $5,063.90 $1,147.10 29.29%
23 35,000 $4,443.50 $5,728.90 $1,285.40 28.93%
24 40,000 $4,970.20 $6,393.90 $1,423.70 28.64%
25 45,000 $5,496.90 $7,058.90 $1,562.00 28.42%
26 50,000 $6,023.60 $7,723.90 $1,700.30 28.23%

27 60,000 $6,671.40 $8,541.80 $1,870.40 28.04%
28 70,000 $7,319.20 $9,359.70 $2,040.50 27.88%
29 80,000 $7,967.00 $10,177.60 $2,210.60 27.75%
30 90,000 $8,614.80 $10,995.50 $2,380.70 27.64%
31 100,000 $9,262.60 $11,813.40 $2,550.80 27.54%

32 125,000 $10,086.85 $12,854.15 $2,767.30 27.43%
33 150,000 $10,911.10 $13,894.90 $2,983.80 27.35%
34 175,000 $11,735.35 $14,935.65 $3,200.30 27.27%
35 200,000 $12,559.60 $15,976.40 $3,416.80 27.20%
36 250,000 $14,208.10 $18,057.90 $3,849.80 27.10%

37 300,000 $15,856.60 $20,139.40 $4,282.80 27.01%
38 350,000 $17,505.10 $22,220.90 $4,715.80 26.94%
39 400,000 $19,153.60 $24,302.40 $5,148.80 26.88%
40 450,000 $20,802.10 $26,383.90 $5,581.80 26.83%
41 500,000 $22,450.60 $28,465.40 $6,014.80 26.79%

42 600,000 $24,227.60 $30,709.40 $6,481.80 26.75%
43 700,000 $26,004.60 $32,953.40 $6,948.80 26.72%
44 800,000 $27,781.60 $35,197.40 $7,415.80 26.69%
45 900,000 $29,558.60 $37,441.40 $7,882.80 26.67%
46 1,000,000 $31,335.60 $39,685.40 $8,349.80 26.65%



Cascade Natural Gas Corporation CNG/507
Oregon Jurisdiction Amen/Page 7 of 7
Estimated Monthly Bill Impacts Impact of Recommended Rate Changes

Interruptible ‐ 170

Line
No. (a) (b) (d) (e) (f)

Present Proposed
Rates Rates

1 Basic Service Charge $0.00 $250.00

2 Delivery Charge $0.12309 $0.12261

3 PGA Rate $0.57535 $0.57535

Monthly Consumption Revenue at Revenue at Revenue Change
(therms) Present Rates Proposed Rates Amount Percent

4 0 $0.00 $250.00 $250.00

5 500 $349.22 $598.98 $249.76 71.52%
6 1,000 $698.44 $947.96 $249.52 35.73%
7 1,500 $1,047.66 $1,296.94 $249.28 23.79%
8 2,000 $1,396.88 $1,645.92 $249.04 17.83%
9 2,500 $1,746.10 $1,994.90 $248.80 14.25%

10 3,000 $2,095.32 $2,343.88 $248.56 11.86%
11 3,500 $2,444.54 $2,692.86 $248.32 10.16%
12 4,000 $2,793.76 $3,041.84 $248.08 8.88%
13 4,500 $3,142.98 $3,390.82 $247.84 7.89%
14 5,000 $3,492.20 $3,739.80 $247.60 7.09%

15 6,000 $4,190.64 $4,437.76 $247.12 5.90%
16 7,000 $4,889.08 $5,135.72 $246.64 5.04%
17 8,000 $5,587.52 $5,833.68 $246.16 4.41%
18 9,000 $6,285.96 $6,531.64 $245.68 3.91%
19 10,000 $6,984.40 $7,229.60 $245.20 3.51%

20 11,000 $7,682.84 $7,927.56 $244.72 3.19%
21 12,000 $8,381.28 $8,625.52 $244.24 2.91%
22 13,000 $9,079.72 $9,323.48 $243.76 2.68%
23 14,000 $9,778.16 $10,021.44 $243.28 2.49%
24 15,000 $10,476.60 $10,719.40 $242.80 2.32%

25 17,500 $12,222.70 $12,464.30 $241.60 1.98%
26 20,000 $13,968.80 $14,209.20 $240.40 1.72%
27 22,500 $15,714.90 $15,954.10 $239.20 1.52%
28 25,000 $17,461.00 $17,699.00 $238.00 1.36%

29 30,000 $20,953.20 $21,188.80 $235.60 1.12%
30 35,000 $24,445.40 $24,678.60 $233.20 0.95%
31 40,000 $27,937.60 $28,168.40 $230.80 0.83%
32 45,000 $31,429.80 $31,658.20 $228.40 0.73%
33 50,000 $34,922.00 $35,148.00 $226.00 0.65%

34 60,000 $41,906.40 $42,127.60 $221.20 0.53%
35 70,000 $48,890.80 $49,107.20 $216.40 0.44%
36 80,000 $55,875.20 $56,086.80 $211.60 0.38%
37 90,000 $62,859.60 $63,066.40 $206.80 0.33%
38 100,000 $69,844.00 $70,046.00 $202.00 0.29%

39 125,000 $87,305.00 $87,495.00 $190.00 0.22%
40 150,000 $104,766.00 $104,944.00 $178.00 0.17%
41 175,000 $122,227.00 $122,393.00 $166.00 0.14%
42 200,000 $139,688.00 $139,842.00 $154.00 0.11%
43 225,000 $157,149.00 $157,291.00 $142.00 0.09%
44 250,000 $174,610.00 $174,740.00 $130.00 0.07%
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DIRECT TESTIMONY OF PAMELA J. ARCHER 

I. INTRODUCTION 

Q. Please state your name, business address, and present position with Cascade 1 

Natural Gas Corporation. 2 

A. My name is Pamela J. Archer and my business address is 8113 W. Grandridge Blvd., 3 

Kennewick, WA 99336.  My present position is Supervisor, Regulatory Analysis for 4 

Cascade Natural Gas Corporation (Cascade or Company), a wholly-owned subsidiary of 5 

MDU Resources Group, Inc.  6 

Q. Would you briefly describe your duties? 7 

A. Yes.  I supervise the preparation of regulatory reports and rate/tariff filings for regulatory 8 

approval, as well as provide regulatory and tariff advice and knowledge to others within 9 

the Company. 10 

Q. Please briefly describe your educational background and professional experience. 11 

A. I am a 1992 graduate of The Ohio State University with a B.S. in Chemical Engineering.  12 

In 1996, I graduated from Ashland University with a Master of Business Administration 13 

Degree.  Prior to joining Cascade in September 2010, I was employed as an Energy 14 

Specialist at the Office of the Ohio Consumers’ Counsel for fifteen years.  I have 15 

received additional training at the Annual Regulatory Studies Program sponsored by the 16 

National Association of Regulatory Utility Commissioners (NARUC) at Michigan State 17 

University in 1992 as well as at multiple NARUC sponsored events.  I have also taken 18 

post-graduate courses in Managerial Accounting, Corporate Finance, and Business Law 19 

at The Ohio State University.  20 

Q. What is the purpose of your testimony? 21 

A. The purpose of my testimony is to describe the revenue proof shown in Exhibit 22 

CNG/601, and to explain various changes to Cascade’s rate schedules proposed in this 23 

case.  Cascade’s revised tariff sheets are provided in Exhibit CNG/602. 24 

II. REVENUE PROOF 



CNG/600 
Archer/2 

 

DIRECT TESTIMONY OF PAMELA J. ARCHER 

Q. Would you please describe the revenue proof shown in Exhibit CNG/601? 1 

A. Yes. The revenue proof shows the presentation of revenue at current rates and current 2 

volumes.  The amount shown for current rates includes all the components of the rates, 3 

including gas costs, taxes, the public purposes charge and any billing adjustments for 4 

each rate schedule.  The current rates shown match the amount of 2014 test year 5 

revenue which appears on the income statement. 6 

Q. What is shown in the proposed rates section of the revenue proof? 7 

A. The proposed rates section shows the proposed rates being applied to the pro forma 8 

volumes and pro forma billing determinants.   9 

Q. Where did the pro forma volumes and billing determinants being used in this 10 

revenue proof originate? 11 

A. These pro forma volumes and pro forma billing determinants come from the most recent 12 

IRP forecast and are addressed in more detail by the Company’s witness Micah 13 

Robinson.  14 

Q. Has the company made any type of adjustment because it has used these pro 15 

forma volumes and billing determinants? 16 

A. Yes.  The use of these pro forma amounts forms the basis of an adjustment to the 17 

revenue requirement which is described further in Michael Parvinen’s testimony. 18 

Q. What does the difference in the proposed rates and current rates show? 19 

A. The difference between the proposed rates and current rates shows the revenue 20 

increase the Company is requesting in this case. 21 

II. CHANGES TO CASCADE’S TARIFFS 

Q. Did you prepare revised tariff sheets to reflect the rate increase and other tariff 22 

changes proposed in this case?  23 

A. Yes, Cascade’s revised tariff sheets are provided in Exhibit CNG/602. 24 

Q. Did you rely on data provided by another witness to prepare the tariff sheets?  25 
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DIRECT TESTIMONY OF PAMELA J. ARCHER 

A. Yes, I relied on the cost-of-service study data and testimony provided by Ron Amen.   1 

Q. Is the company proposing any changes to its present rate schedules? 2 

A. Yes.  The company is proposing to cancel several of its current tariffs because they 3 

describe programs that are no longer administered by the company and which are now 4 

administered for the Company in Oregon by the Energy Trust of Oregon. 5 

Q. Which schedules describe programs no longer being administered by the 6 

Company? 7 

A. Schedule No. 205 Promotional Concessions 8 

 Schedule No. 206 School Heat Conversion Finance Program 9 

 Schedule No. 207 Energy Efficient Water Heater Finance Program 10 

 Schedule No. 208 Idle Services Rebate Program 11 

 Schedule No. 209 Conversion Burner Upgrade Program 12 

 Schedule No. 220 High Efficiency Water Heater Rebate Program 13 

Q. Is the Company proposing to make any additional changes to its rate schedules? 14 

A. The Company is proposing to remove the language referring to optional pipeline 15 

capacity available under Schedule Nos. 185 and 186 from its General Distribution 16 

System Interruptible Transportation Service Schedule No. 163. 17 

Q. Why is this language being removed? 18 

A. This language is being removed from Schedule No. 163 because this service under 19 

Schedule Nos. 185 and 186 has been frozen for several years and is no longer 20 

available. 21 

Q. Could you please describe the changes being proposed for Rate Schedule 111? 22 

A. The Company is proposing to introduce a basic service charge in the amount of $125.00 23 

per month.  The justification for this proposal is included in Mr. Amen’s testimony, Exhibit 24 

CNG/500.   25 
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Q. Is the Company proposing to introduce a basic service charge for any other 1 

schedules? 2 

A. Yes.  The Company is also proposing to implement a basic service charge of $160.00 3 

for Schedule No. 170, Interruptible Service.  Once again, the justification for this 4 

proposed charge is shown in Mr. Amen’s testimony. 5 

Q. Is the Company proposing to make any other changes to its rate schedules? 6 

A. Yes.  The Company is proposing to rename the dispatching service charge currently 7 

found on Schedule No. 163 to a basic service charge. 8 

Q. Why is the Company proposing to rename this charge? 9 

A. The Company is proposing to rename the charge to a basic service charge since this 10 

more accurately describes the activities for which this charge is being assessed. 11 

Q. Are there any other changes being proposed to the Company’s tariffs in this 12 

proceeding? 13 

A. Yes.  The Company is proposing to make changes to Rule 19, Conservation Alliance 14 

Plan Mechanism (“CAP”), and Schedule No. 31, Public Purposes Funding, as discussed 15 

in Company witness Parvinen’s testimony. 16 

Q. Does this conclude your testimony? 17 

A. Yes. 18 
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Test Year: January 1, 2014 Through December 31, 2014

Proposed Rates

Line No. Rate Description
Percent 

Distribution
Billing Determinants 

(Therms/Bills) Rate  Adjusted Billing Determinants 
 Weather Normalized 

Revenue (Margin) 

Billing 
Determinants 
(Therms/Bills) Rate  Margin 

 2015 Revenue 
Adjustment Percent Distribution

Billing 
Determinants (Therms/Bills)

Proposed 
Rate

Proposed
Distribution

Margin

(A) (B) (C) (D) (E) (F) (G) (H) (I) (I) (J) (K) (L) (M)
 (D*E) (K*L)

Rate 101 General Residential Service

1 Basic Service Charge 699,743                                          3.00$               2,099,229$                        711,020 $3.00 2,133,060$                        33,830$                   711,020                                          3.00$                   2,133,060$               
2
3 Delivery Charge (Jan. - Oct.) $0.357900
4  All therms 31,908,410 Therms  31,908,410 Therms 11,420,020$                      39,442,028 $0.35951 14,179,803$                      2,759,784$             39,442,028 Therms 0.37960 14,972,194$             
5 Delivery Charge (Nov. - Dec.) 0.359510$        

6 6,875,502 Therms 6,875,502 Therms 2,471,812$                        (2,471,812)$            

7 Total Delivery Charge 38,783,912 Therms 38,783,912 Therms 13,891,832$                      

8 Average Cost of Gas 21,069,994                        

9 Adjustment (1,437)                                 
10 Franchise Tax 586,771                              
11 PPC and Adjustments (1)                                        
12 Public Purpose Fund 1,310,748                           
13 Subtract out PPC Fund & Ajustments (1,310,747)                         
14 Current Month Unbilled + 21,134,752                        
15 Previous Month Unbilled - (21,673,627)                       
16 CAP Adjustment 112,909                              
17 Deferrals 368,007                              
18 Deficiency -                                      
19 Total Non-Gas Revenue 527,374                              
20
21 Total Rate Schedule 101 Revenue 37,588,429$                      

Rate 104 General Commercial Service

22 Basic Service Charge 116,330                                          3.00$               348,990$                           118,063 $3.00 354,188$                           5,198$                     118,063                                          3.00$                   354,188$                  
23
24 Delivery Charge (Jan. - Oct.) 0.258970
25  All therms 23,046,491 Therms  23,046,491 Therms 5,968,350$                        27,905,898 $0.25655 7,159,258$                        1,190,908$             27,905,898 Therms 0.298620$           8,333,259$               
26 Delivery Charge (Nov. - Dec.)  0.256550$         
27 4,600,640 Therms  4,600,640 Therms 1,180,294$                        (1,180,294)$            

28 Total Delivery Charge 27,647,131 Therms 27,647,131 Therms 7,148,644$                        

29 Therms Adjustment1  -63,365 Therms

30 Average Cost of Gas 14,988,464.83
31
32 Franchise Tax 392,987.78
33 PPC and Adjustments (1,666.09)
34 Public Purpose Fund 791,751.81
35 Adjustment (52,155)
36 Subtract out PPC Fund & Ajustments (790,086)
37 Current Month Unbilled + 13,445,169
38 Previous Month Unbilled - (13,652,915)
39 CAP Adjustment 96,559
40 Deferrals 284,917
41 Deficiency 0
42 Total Non-Gas Revenue 514,563$                           
43
44 Total Rate Schedule 104 Revenue 23,000,662$                      

Present Billing Current Rates
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Test Year: January 1, 2014 Through December 31, 2014

Proposed Rates

Line No. Rate Description
Percent 

Distribution
Billing Determinants 

(Therms/Bills) Rate  Adjusted Billing Determinants 
 Weather Normalized 

Revenue (Margin) 

Billing 
Determinants 
(Therms/Bills) Rate  Margin 

 2015 Revenue 
Adjustment Percent Distribution

Billing 
Determinants (Therms/Bills)

Proposed 
Rate

Proposed
Distribution

Margin

(A) (B) (C) (D) (E) (F) (G) (H) (I) (I) (J) (K) (L) (M)
 (D*E) (K*L)

Present Billing Current Rates

Rate 105 General Industrial Service

45 Basic Service Charge 1,319                                              12.00$             15,828$                             1,331 $12.00 15,974$                             146$                        1,331                                              25.00$                 33,279$                     
46

47 Total Delivery Charge 2,820,467 Therms 0.180320$       2,820,467 Therms 508,587$                           2,533,883 $0.18032 456,910$                           (51,677)$                 2,533,883 Therms 0.211060$           534,801$                  
48
49 Average Cost of Gas 1,558,137.85
50
51 Franchise Tax 46,994.09
52 Adjustment 0.00
53 Deferrals 93.11
54 Deficiency 1,808.47
55 Total Non-Gas Revenue 48,895.67
56
57 Total Rate Schedule 105 Revenue 2,131,448$                        

Rate 111 Firm Commercial Service

Basic Service Charge 156 125.00$               19,500$                     

58 Total Delivery Charge 594,477                                          0.14617 86,895$                             548,762 $0.14617 80,213$                             (6,682)$                    548,762                                          0.16322$             89,569$                     
59

60 Average Cost of Gas 329,000.98
61
62 Franchise Tax  3,639.89
63 Adjustment  0.00
64 Deferrals 11.40
65 Deficiency  0.00
66 Total Non-Gas Revenue $3,651.29
67
68 Total Rate Schedule 111 Revenue 419,547$                           
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Test Year: January 1, 2014 Through December 31, 2014

Proposed Rates

Line No. Rate Description
Percent 

Distribution
Billing Determinants 

(Therms/Bills) Rate  Adjusted Billing Determinants 
 Weather Normalized 

Revenue (Margin) 

Billing 
Determinants 
(Therms/Bills) Rate  Margin 

 2015 Revenue 
Adjustment Percent Distribution

Billing 
Determinants (Therms/Bills)

Proposed 
Rate

Proposed
Distribution

Margin

(A) (B) (C) (D) (E) (F) (G) (H) (I) (I) (J) (K) (L) (M)
 (D*E) (K*L)

Present Billing Current Rates

Rate 111 Firm Industrial Service

69 Total Delivery Charge 1,116,978                                       0.14617 163,269$                           1,031,083 $0.14617 150,713$                           (12,555)$                 1,031,083                                       0.16322 168,293$                  
70
71 Average Cost of Gas 618,061$                           
72
73 Franchise Tax 7,555$                                
74 Adjustment -$                                    
75 Deferrals 28$                                     
76 Deficiency -$                                    

77 Total Non-Gas Revenue 7,583$                               
78

79 Total Rate Schedule 111 Revenue 788,913$                           

Rate 170 Interruptible Service

Basic Service Charge 48 160.00$               7,680$                       

80 Total Delivery Charge 2,799,401 0.12309 $344,578 2,768,032 $0.12309 $340,717 (3,861)$                    2,768,032 0.12302 $340,523
81
82 Average Cost of Gas $1,543,773
83
84 Franchise Tax $21,091
85 Adjustment 0.00
86 Deferrals 6.35
87 Deficiency 0.00
88 Previous Month CA1501A - (1,909,441.81)
89 Current Month CA1501A + 1,855,932.04
90 Total Non-Gas Revenue (32,412.41)
91
92 Total Rate Schedule 170 Revenue $1,855,938.40

Rate 163 Interruptible Transportation

93 Dispatch Service Charge 347                                                 500.00$           173,500$                           348 $500.00 174,000$                           500$                        348                                                 750.00$               261,000$                  
94
95 Commodity Charge Jan - Nov
96 Commodity Charge First 10,000 Therms 2,695,143 Therms 0.12393 334,009$                            2,965,270 $0.12424 368,405$                           34,396$                   2,965,270 Therms 0.14596 432,811$                  
97 Commodity Charge Next 10,000 Therms 2,047,727 Therms 0.11179 228,915$                            2,250,498 $0.11210 252,281$                           23,365$                   2,250,498 Therms 0.13170 296,391$                  
98 Commodity Charge Next 30,000 Therms 3,443,007 Therms 0.10503 361,619$                            3,465,663 $0.10534 365,073$                           3,454$                     3,465,663 Therms 0.12376 428,910$                  
99 Commodity Charge Next 50,000 Therms 2,580,164 Therms 0.06447 166,343$                            2,698,995 $0.06478 174,841$                           8,498$                     2,698,995 Therms 0.07611 205,420$                  

100 Commodity Charge Over 100,000 Therms 6,661,057 Therms 0.03266 217,550$                            8,417,447 $0.03297 277,523$                           59,973$                   8,417,447 Therms 0.03873 326,008$                  
101 104,524 $0.03297 3,446$                               3,446$                     104,524 Therms 0.02194 2,293$                       
102 Commodity Charge Dec
103 Commodity Charge First 10,000 Therms 262,139 Therms 0.12424 32,568$                              (32,568)$                 

104 Commodity Charge Next 10,000 Therms 211,944 Therms 0.11210 23,759$                              (23,759)$                 

105 Commodity Charge Next 30,000 Therms 386,316 Therms 0.10534 40,695$                              (40,695)$                 

106 Commodity Charge Next 50,000 Therms 217,091 Therms 0.06478 14,063$                              (14,063)$                 

107 Commodity Charge Over 100,000 Therms 531,504 Therms 0.03297 17,524$                              (17,524)$                 

108 Total Commodity Charge 19,036,092 Therms 1,437,045$                        

109

110 Franchise Tax 22,742$                              

111 Gross Revenue Fee 34,377$                              

112 Adjustment -$                                        

113 Previous Month CA1501A - (1,667,664)$                       

114 Current Month CA1501A + 1,670,084$                        

115 Deferrals 1,029$                                

116 Total Non-Gas Revenue 60,568$                             

117

118 Total Rate Schedule 163 Revenue 1,671,113$                        

-
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Test Year: January 1, 2014 Through December 31, 2014

Proposed Rates

Line No. Rate Description
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Distribution
Billing Determinants 

(Therms/Bills) Rate  Adjusted Billing Determinants 
 Weather Normalized 

Revenue (Margin) 

Billing 
Determinants 
(Therms/Bills) Rate  Margin 
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Billing 
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(A) (B) (C) (D) (E) (F) (G) (H) (I) (I) (J) (K) (L) (M)
 (D*E) (K*L)

Present Billing Current Rates

Rate 164 Interruptible Transportation

119 Dispatch Service Charge 31                                                   500.00$           15,500$                             36 $500.00 18,000$                             2,500$                     36                                                   750.00$               27,000$                     
120
121 Commodity Charge Jan - Nov
122 Commodity Charge First 10,000 Therms 220,000 Therms 0.12393 $27,265 360,000 $0.12424 $44,726 17,462$                   360,000 Therms 0.14596 $52,546
123 Commodity Charge Next 10,000 Therms 220,000 Therms 0.11179 $24,594 360,000 $0.11210 $40,356 15,762$                   360,000 Therms 0.13170 $47,412
124 Commodity Charge Next 30,000 Therms 660,000 Therms 0.10503 $69,320 1,080,000 $0.10534 $113,767 44,447$                   1,080,000 Therms 0.12376 $133,661
125 Commodity Charge Next 50,000 Therms 1,100,000 Therms 0.06447 $70,917 1,800,000 $0.06478 $116,604 45,687$                   1,800,000 Therms 0.07611 $136,998
126 Commodity Charge Next 400,000 Therms 8,642,740 Therms 0.03266 $282,272 9,629,514 $0.03297 $317,485 35,213$                   9,629,514 Therms 0.03873 $372,951
127 Commodity Charge Over 500,000 Therms 2,505,614 Therms 0.01746 $43,748 1,651,887 $0.01777 $29,354 (14,394)$                 1,651,887 Therms 0.02194 $36,242
128
129 Commodity Charge Dec
130 Commodity Charge First 10,000 Therms 20,000 Therms 0.12424 2,485$                                (2,485)$                    
131 Commodity Charge Next 10,000 Therms 20,000 Therms 0.11210 2,242$                                (2,242)$                    
132 Commodity Charge Next 30,000 Therms 60,000 Therms 0.10534 6,320$                                (6,320)$                    
133 Commodity Charge Next 50,000 Therms 100,000 Therms 0.06478 6,478$                                (6,478)$                    

134 Commodity Charge Next 400,000 Therms 723,500 Therms 0.03297 23,854$                              (23,854)$                 
135 Commodity Charge Over 500,000 Therms 110,264 Therms 0.01777 1,959$                                (1,959)$                    
138 Total Commodity Charge 14,382,118 Therms $561,453
139
140 Gross Revenue Fee 12,315$                              
141 Previous Month CA1501A - (589,268.54)
142 Current Month CA1501A + 592,608$                            
143 Total Non-Gas Revenue 15,654$                             
144
145 Total Rate Schedule 164 Revenue 592,608$                           

Rate 902 Interruptible Transportation

146 Dispatch Service Charge 12 500 $6,000 12 $500.00 $6,000 -$                         12 500 $6,000
147
148 Commodity Charge Jan-Oct 151,419,156 Therms $0.0014931 $226,083.94 199,635,071 $0.0015244 $304,323.70 78,240$                   199,635,071 Therms $0.0015244 $304,324
149 Commodity Charge Nov-Dec 33,116,889 Therms $0.0015244 $50,483.39 (50,483)$                 
150 Total Commodity Charge 184,536,045 Therms $276,567.33
151
152 Contract Demand Charge 10800000 $0.1005555 $1,085,999.40 10,800,000 $0.10056 $1,085,999.40 10800000 $0.1005555 $1,085,999
153
154 Gross Revenue Fee $29,212
155 Previous Month CA1501A - (1,397,778.76)
156 Current Month CA1501A + 1,388,199.64
157 Total Non-Gas Revenue 19,632.93
158
159 Total Rate Schedule 902 Revenue $1,388,199.66

Rate 903 Interruptible Transportation

160 Dispatch Service Charge 12 500 $6,000 12 $500.00 $6,000 -$                         12 500 $6,000
161
162 Commodity Charge Jan-Oct 7,569,950 Therms 0.0114416 $86,612 9,130,035 $0.01168 $106,656 20,044$                   9,130,035 Therms 0.0116819 $106,656
163 Commodity Charge Nov-Dec 1,487,374 Therms 0.0116819 $17,375 (17,375)$                 
164 Total Commodity Charge 9,057,324 Therms $103,988
165
166 Contract Demand Charge 192000 0.09375 $18,000 192,000 $0.09375 $18,000 192000 0.09375 $18,000
167
168 Gross Revenue Fee $2,732
169 Previous Month CA1501A - -$130,720
170 Current Month CA1501A + $130,198
171 Total Non-Gas Revenue $2,210
172
173 Total Rate Schedule 903 Revenue $130,198

Rate 904 Interruptible Transportation

174 Dispatch Service Charge 12 500 $6,000 12 $500.00 $6,000 -$                         12 500 $6,000
175
176 Commodity Charge Jan-Oct 6,975,192 Therms 0.0076744 $53,530 10,261,867 $0.00784 $80,408 26,877$                   10,261,867 Therms 0.0078356 $80,408
177 Commodity Charge Nov-Dec 1,728,057 Therms 0.0078356 $13,540 (13,540)$                 
178 Total Commodity Charge 8,703,249 Therms $67,071
179
180 Contract Demand Charge 499200 0.0877404 $43,800 499,200 $0.08774 $43,800 499200 0.0877404 $43,800

-
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Present Billing Current Rates

181
182 Gross Revenue Fee $2,495
183 Francise Tax $2,387
184 Previous Month CA1501A - -$121,753
185 Current Month CA1501A + $122,827
186 Total Non-Gas Revenue $5,956
187
188 Total Rate Schedule 904 Revenue $122,827

Rate 905 Interruptible Transportation

189 Dispatch Service Charge 12 500 $6,000 12 $500.00 $6,000 -$                         12 500 $6,000
190
191 Commodity Charge Jan-Oct 7,338,029 Therms 0.0107411 $78,819 9,414,232 $0.01097 $103,242 24,424$                   9,414,232 Therms 0.0109666 $103,242
192 Commodity Charge Nov-Dec 1,586,093 Therms 0.0109666 $17,394 (17,394)$                 
193 Total Commodity Charge 8,924,122 Therms $96,213
194
195 Contract Demand Charge 480000 0.04375 $21,000 480,000 $0.04375 $21,000 480000 0.04375 $21,000
196
197 Gross Revenue Fee $2,630
198 Previous Month CA1501A - -$125,843
199 Current Month CA1501A + $124,589
200 Total Non-Gas Revenue $1,376
201
202 Total Rate Schedule 905 Revenue $124,589

1 Adjusting Cascade bill therms for gas used

~ 
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CASCADE NATURAL GAS CORPORATION 

CNG/O15-03-01 
                                  
        Issued   March 31, 2015                                                                                  Effective with Service on and After  April 30, 2015 
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P. U. C. Or. No 9 

 

RULES & REGULATIONS 
 
RULE 19- CONSERVATION ALLIANCE PLAN MECHANISM 

APPLICABLE: 

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

The purpose of this provision is to (a) define the procedures for the annual tracking revisions in rates due to changes in the 
weather-normalized use per customer associated with Rate Schedule 101 & Rate Schedule 104; and (b) to 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: 
 
1. 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 March 31, 2015 General Rate Filing.  That application was based upon 
the weather normalized twelve months ended December 31, 2015. 

 
2. For 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 each rate 
schedule. 

 
3. Weather-normalized usage is calculated using the approach to weather normalization adopted in the Company’s Spring 

Earnings Review filings, PGA Applications and other weather normalized report submittals.  
  

4. The Total Commodity Margin Requirement of Rate Schedule 101 and Rate Schedule 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 the current twelve months ended June 30 average customer count based 
upon the average of the monthly bills issued.  

 
5. The Margin Commodity Rate is calculated by dividing the Total Commodity Margin Requirement by the Total 

Weather Normalized Usage.   
 

DEFERRAL OF MARGIN COLLECTION DIFFERENCES: 
 
1. The Company will maintain CAP variance deferral account as a Regulatory Asset or Liability.  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 CAP variance deferral account.  

 
 
 
 
 
 

(Continued on the next page) 
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The pmpose of this provision is to define the fonding method for public purposes activities to be administered through 
one or more independent entities. Public purposes activities include, but may not ne.cessarily be limited to, energy 
efficiency programs, market transformation and low-income conservation and bill assistance programs designed to 
benefit furn sales customers within Cascade Na.tmal Gas's service territoty in Oregon. 

ADJUSTMENT TO RATES: 
Effective April 1, 2014, a public pwpose charge equal to 1.85% of current revenues, including customer service 
charges, in each month will be assessed as a line item on the bill of rate schedules 101 and 104 customers. The level of 
the public pwpose charge will be reviewed and revised as necessa1y based on periodic evaluation of public pwposes 
fonding needs. 

The Public Pmposes Funds shall be allocated to specific separate ace.omits to fond the respective public pwposes 
programs as follows: 

• 2.26% will suppo1t public purpose fonding of energy efficiency programs that replace programs previously 
administered by Cascade with energy efficiency programs ad1ninistered by an independent entity. 

• 0.34% will suppoli. public pwpose funding for low-income conservation and bill assistance activities. 

SPECIAL TERMS AND CONDITIONS: 

1. 87% of the monies designated as public pmpose fonding ·will be transferred to the Energy Tmst of Oregon. The 
Energy Tmst of Oregon will use the fonds to design, promote and administer Natural Gas energy efficiency 
programs in accordance with agreements executed between Cascade and the Energy Trust. 

2. 13% of the monies designated a.s public pmpose funding will be transferred to two intemal program accoU11ts and 
dispersed to Commwiity Action Agencies (Agencies) for the pwpose of adding or expanding low-income 
weatherization programs and bill assistance programs. For the period of September 1, 2008 through March 31 , 
2009 the entire funding will be used for bill payment assistance programs. Effective April 1, 2009, 75% of the 
fonding will be designated for low-income conservation programs, and the remaiiiing 25% will be designated for 
bill payment assistance. The ii1temal accow1ts shall accme interest at the Company's currently effe.ctive 
authorized rate of retw11. 

(Contiimed on next page) 
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PUBLIC PURPOSES FUNDING 

SCHEDULE NO. 31 
 

SPECIAL TERMS AND CONDITIONS:  (Continued from Previous Page) 
 

 
 
3. Each month, the Company will bill the public purposes surcharge on all rate schedule 101 and 104 customers bills.  

By the 20th of the month following the billing month, the Company will forward the amount of funds expected to 
be collected from billings issued for the prior calendar month, less a reserve for uncollectibles in an amount equal 
to Cascade’s average percentage of net write-offs, to each fund administrator.   Funds retained after the 20th of the 
month will earn interest at the Company’s authorized rate of return until distributed to the fund administrators 
unless otherwise specified in an approved program or other agreement. 

 
4. The Company, and any independent entity selected to administer public purposes programs under this Tariff, will 

report program results as directed by the Commission.  Copies of all reports provided by the fund administrators to 
the Commission shall also be submitted to the Company for review. 

 
5. All Public Purposes Funds will be allocated only to programs that are available within the Company’s Oregon 

service territory. 
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Eighth Revision Sheet No. 101 
Canceling 
Seventh Revision Sheet No. 101 

CASCADE NATURAL GAS CORPORATION 

 
 

Issued _____________________                                       Effective with Service on and After   _____________________ 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                        TITLE Executive Vice President     

                                                  and General Manager 
 

 
 
 
 

  
P.U.C. Or. No. 9  

 
GENERAL RESIDENTIAL SERVICE RATE 

SCHEDULE NO. 101 
 

AVAILABILITY: 
 
This schedule is available to residential customers throughout the territory served by the Company under the tariff of 
which this schedule is a part for natural gas supplied for all purposes provided adequate capacity and supply exists in 
the Company's system.  Service under this schedule shall be through one or more meters at the option of the Company, 
provided they are located on contiguous property not divided by streets, roads, alleys, or other public thoroughfares.  
Meters on noncontiguous properties shall not be combined for billing purposes. 
 
RATE: 

Basic Service Charge 
 

$3.00  per month 
All Therms per Month: 

  Delivery Charge 
 

$0.39393  per therm 

    OTHER CHARGES: 
   Schedule 177 Cost of Gas (WACOG) $0.57789  per therm 

Schedule 191 Gas Cost Rate Adjustment ($0.00276)  per therm 
Schedule 192 Intervenor Funding Adjustment $0.00137  per therm 
Schedule 193 CAP Temporary Adjustment  ($0.02889) per therm 
Schedule 194-A UM 1283 Merger Credit $0.00000 per therm 
Schedule 194-B Other Residual Temporary Adjustments $0.00003  per therm 
Schedule 195 Public Purposes Charge $0.00000 per therm 
Schedule 196 Oregon Earnings Sharing $0.00000 per therm 

 
Total Per Therm Rate .94157 per therm 

 
MINIMUM CHARGE: 
 

Basic Service Charge $3.00 
 
TERMS OF PAYMENT: 
 
Each monthly bill shall be due and payable within fifteen (15) days from the date of rendition. 
 
TAX ADDITIONS: 
 
The rates named herein are subject to increases as set forth in Schedule No. 100 for Municipal Exactions. 
 
SPECIAL TERMS AND CONDITIONS: 
 
1. The application of this rate schedule is subject to the General Rules and Regulations of the Company as they may be 

in effect from time to time and as approved by the Oregon Public Utility Commission. 
 
2. Gas purchased under this schedule shall not be submetered or resold to others without special permission from the 

Company. 
 
CNG/O15-03-01                                                                                                                                               
                                           
            March 31, 2015                                                                                       April 30, 2015 
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P.U.C. Or. No. 9 

 
 
Eighth Revision Sheet No. 104 
Canceling 
Seventh Revision Sheet No. 104 

CASCADE NATURAL GAS CORPORATION 

 
  Issued _____________________                                       Effective with Service on and After _____________________ 

 
GENERAL COMMERCIAL SERVICE RATE 

SCHEDULE NO. 104 
 
AVAILABILITY: 
 
This schedule is available to commercial customers throughout the territory served by the Company under the tariff of 
which this schedule is a part for natural gas supplied for all purposes provided adequate capacity and supply exists in the 
Company's system.  Service under this schedule shall be through one or more meters at the option of the Company, 
provided they are located on contiguous property not divided by streets, roads, alleys, or other public thoroughfares.  
Meters on noncontiguous properties shall not be combined for billing purposes. 
 
RATE:         

Basic Service Charge 
 

$3.00  per month 
All Therms per Month: 

  Delivery Charge 
 

$0.30708  per therm 

    OTHER CHARGES: 
   Schedule 177 Cost of Gas (WACOG) $0.57789 per therm 

Schedule 191 Gas Cost Rate Adjustment ($0.00276)  per therm 
Schedule 192 Intervenor Funding Adjustment $0.00000  per therm 
Schedule 193 CAP Temporary Adjustment  ($0.02889) per therm 
Schedule 194-A UM 1283 Merger Credit $0.00000 per therm 
Schedule 194-B Other Residual Temporary Adjustments $0.00003  per therm 
Schedule 195 Public Purposes Charge $0.00000 per therm 
Schedule 196 Oregon Earnings Sharing $0.00000 per therm 

 
Total Per Therm Rate $0.85335 per therm 

 
MINIMUM CHARGE: 
 

Basic Service Charge  $3.00 
 
TERMS OF PAYMENT: 
 
Each monthly bill shall be due and payable within fifteen (15) days from the date of rendition. 
 
TAX ADDITIONS: 
 
The rates named herein are subject to increases as set forth in Schedule No. 100 for Municipal Exactions. 
 
SPECIAL TERMS AND CONDITIONS: 
 
1. The application of this rate schedule is subject to the General Rules and Regulations of the Company as they may be 

in effect from time to time and as approved by the Oregon Public Utility Commission. 
 
2. Gas purchased under this schedule shall not be submetered or resold to others without special permission from the 

Company. 
 
CNG/O15-03-01 
   March 31, 2015                                April 30, 2015 
   
 
       
                        
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(I) 
 
 
 
 
 
 
 
 
 
 
 
 
 

(I) 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                        TITLE Executive Vice President     

                                                  and General Manager 
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Eighth Revision Sheet No. 105 
Canceling 
Seventh Revision Sheet No. 105 
 
 CASCADE NATURAL GAS CORPORATION 

CNG/O15-03-01 
    Issued   March 31, 2015                          Effective with Service on and After            April 30, 2015 

P.U.C. Or. No. 9 

GENERAL INDUSTRIAL SERVICE RATE 
SCHEDULE NO. 105 

AVAILABILITY: 
 
This schedule is available to industrial customers throughout the territory served by the Company under the tariff of 
which this schedule is a part for natural gas supplied for all purposes provided adequate capacity and supply exists in 
the Company's system.  Service under this schedule shall be through one or more meters at the option of the Company, 
provided they are located on contiguous property not divided by streets, roads, alleys, or other public thoroughfares.  
Meters on noncontiguous properties shall not be combined for billing purposes. 
 
RATE: 
 

Basic Service Charge 
 

$25.00  per month 
All Therms per Month: 

         Delivery Charge  
 

$0.22603  per therm 
    OTHER CHARGES: 

   Schedule 177 Cost of Gas (WACOG) $0.57789  per therm 
Schedule 191 Gas Cost Rate Adjustment ($0.00276)  per therm 
Schedule 192 Intervenor Funding Adjustment $0.00019  per therm 
Schedule 193 CAP Temporary Adjustment  $0.00000  per therm 
Schedule 194-A UM 1283 Merger Credit $0.00000 per therm 
Schedule 194-B Other Residual Temporary Adjustments $0.00003 per therm 

Schedule 195 Public Purposes Charge $0.00000 per therm 
Schedule 196 Oregon Earnings Sharing $0.00000 per therm 

 
Total Per Therm Rate  $0.80138  per therm 

MINIMUM CHARGE: 
 

Basic Service Charge  $25.00 
 
TERMS OF PAYMENT: 
 
Each monthly bill shall be due and payable within fifteen (15) days from the date of rendition. 
 
TAX ADDITIONS: 
 
The rates named herein are subject to increases as set forth in Schedule No. 100 for Municipal Exactions. 
 
SPECIAL TERMS AND CONDITIONS: 
 
1. The application of this rate schedule is subject to the General Rules and Regulations of the Company as they may 

be in effect from time to time and as approved by the Oregon Public Utility Commission. 
 
2. Gas purchased under this schedule shall not be submetered or resold to others without special permission from the 

Company. 
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(I) 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                        TITLE  Executive Vice President     

                                                   and General Manager 
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 Eighth Revision Sheet No. 111 

Canceling 
Seventh Revision Sheet No. 111 

CASCADE NATURAL GAS CORPORATION 

 
 
 
 
 
 
 
 
 
 
 
 

P.U.C. Or. No. 9  
 

LARGE VOLUME GENERAL SERVICE RATE 
SCHEDULE NO. 111 

AVAILABILITY: 
 
This schedule is available throughout the territory served by the Company under the tariff of which this schedule is a part 
provided adequate capacity and supply exists in the Company's system.  Service under this schedule shall be for natural gas 
supplied for all purposes to customers having an annual fuel requirement of not less than 50,000 therms and where the customer's 
major fuel requirement is for process use. 
 
RATE:     

Basic Service Charge 
 

$125.00  per month 
 
All Therms per Month: 

         Delivery Charge  
 

$0.17498  per therm 
    OTHER CHARGES: 

   Schedule 177 Cost of Gas (WACOG) $0.57789 per therm 
Schedule 191 Gas Cost Rate Adjustment ($0.00276)  per therm 
Schedule 192 Intervenor Funding Adjustment $0.00019  per therm 
Schedule 193 CAP Temporary Adjustment  $0.00000  per therm 
Schedule 194-A UM 1283 Merger Credit $0.00000 per therm 
Schedule 194-B Other Residual Temporary Adjustments $0.00003 per therm 
Schedule 195 Public Purposes Charge $0.00000 per therm 
Schedule 196 Oregon Earnings Sharing $0.00000 per therm 

 
Total Per Therm Rate  $0.75033   per therm 

  
CONTRACT: 
 
Customers receiving service under this rate schedule shall execute a contract for a minimum period of twelve (12) consecutive 
months' use.  The Annual Minimum Quantity is to be negotiated and included as part of the contract but in no case shall the 
Annual Minimum Quantity be less than 50,000 therms. 
 
ANNUAL DEFICIENCY BILL: 
 
In the event customer purchases less than the Annual Minimum Quantity as stated in the contract, customer shall be charged an 
Annual Deficiency Bill.  Annual Deficiency Bill shall be calculated as the difference between the Annual Minimum Quantity less 
actual purchase or transport therms times the difference between the per therm rates effective in this schedule and any modifying 
schedules less the weighted average commodity cost of system supply gas as such costs are reflected in the Company's tariff. 
 
TERMS OF PAYMENT: 
 
Each monthly bill shall be due and payable within fifteen (15) days from the date of rendition. 
 
TAX ADDITIONS: 
 
The rates named herein are subject to increases as set forth in Schedule No. 100 for Municipal Exactions. 
 
SPECIAL TERMS AND CONDITIONS: 
 
1. The application of this rate is subject to the General Rules and Regulations of the Company as they may be in effect from 

time to time and as approved by the Oregon Public Utility Commission. 
 
2. Gas purchased under this schedule shall not be submetered or resold to others without special permission from the Company. 
 
3. Service to the above customers shall be through one or more meters, at the option of the Company, provided they are located 

on contiguous property not divided by streets, roads, alleys, or other public thoroughfares.  Meters on noncontiguous 
properties shall not be combined for billing purposes. 

CNG/O15-03-01   
                                 Issued      March 31, 2015                                            Effective with Service on and After           April 30, 2015  
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ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                                   TITLE  Executive Vice President     

                                                  and General Manager 
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Eighth Revision Sheet No. 163 
Canceling 
Seventh Revision Sheet No. 163 

CASCADE NATURAL GAS CORPORATION 

 
 

Issued    March 31, 2015                                      Effective with Service on and After     April 30, 2015 

 
 
 
 
 
 
 
 

 
 P.U.C. Or. No. 9 

 
GENERAL DISTRIBUTION SYSTEM INTERRUPTIBLE TRANSPORTATION SERVICE 

 SCHEDULE NO. 163 
 
AVAILABILITY: 
 
This unbundled distribution system interruptible transportation service schedule is available throughout the territory served by the 
Company under the tariff of which this schedule is a part, provided, in the sole judgment of the Company, there are adequate 
facilities in place at the existing distribution line or as such line may be enhanced by the Company from time to time to provide 
service.  Service under this schedule shall be in conjunction with service provided under optional gas supply supplemental 
Schedule No. 183.  
 
 
RATE: 
 
A. Dispatching Service Charge $750.00 per month 
 

All customers receiving gas supply service through this schedule will be invoiced a monthly Dispatching Service Charge 
under this schedule or under one of the optional gas supply supplemental schedules, but in no event shall customer be billed 
a monthly Dispatching Service Charge under more than one schedule for service at a single metering facility. 

 
B. Commodity Charge For All Therms Delivered Per Month 
 

  

Base 
Rate 

Schedule 
192 

Schedule  
194-A 

Schedule 
194-B 

Schedule 
196 

 
Billing 
Rates 

 

First 10,000 0.15686 $0.00019  $0.00000 $0.00003 $0.00000 $0.15708 Per Therm Per Month 

Next 10,000 0.14153 $0.00019  $0.00000 $0.00003 $0.00000 $0.14175 Per Therm Per Month 

Next 30,000 0.13300 $0.00019  $0.00000 $0.00003 $0.00000 $0.13322 Per Therm Per Month 

Next 50,000 0.08179 $0.00019  $0.00000 $0.00003 $0.00000 $0.08201 Per Therm Per Month 

Next 400,000 0.04163 $0.00019  $0.00000 $0.00003  $0.00000 $0.04185 Per Therm Per Month 

Over 500,000 0.02244 $0.00019 $0.00000 $0.00003 $0.00000 $0.02266 Per Therm Per Month 
 
 
C. The total of all charges invoiced by Company shall be subject to a Gross Revenue Fee reimbursement charge to cover state 

utility tax and other governmental levies imposed upon the Company, as those fees and levies may be in effect from time to 
time. 

 
All other terms and conditions of services shall be pursuant to the Rules and Regulations set forth in the Company's filed tariff. 
 
OTHER SERVICES: 
 
Service under this schedule shall include transportation on the Company's distribution facilities only.  Access to interstate 
pipeline or other upstream facilities, either new or existing, shall be pursuant to other schedules if such services are to be obtained 
through the Company. 
 
 
 - Continued on Next Page – 

(M) Denotes material moved from Sheet No. 164 
 
CNG/O15-03-01       
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     (M)(I) 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                        TITLE  Executive Vice President     

                                                    and General Manager 
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First Revision Sheet No. 163-A 
Canceling 
Original Sheet No. 163-A 
 CASCADE NATURAL GAS CORPORATION 

 
 
        Issued   _____________________                                       Effective with Service on and After  _____________________ 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
BY Scott W. Madison                                                                                  TITLE    Executive Vice President     

                                                                                                                                   and General Manager  
 
 

 
 
 
 
 
 
 

(T) 

 P.U.C. Or. No. 9 
 

 
GENERAL DISTRIBUTION SYSTEM INTERRUPTIBLE TRANSPORTATION SERVICE 

SCHEDULE NO. 163 
(Continued from Previous Page) 

 
CONTRACT TERM: 
 
The termination date of the contract in any year shall be September 30th of that year.  In no event shall a term of a 
contract be less than one year.  Said contract shall state the Annual Minimum Quantity of gas, the maximum daily 
volume of gas to be delivered under this distribution system capacity schedule as well as the optional gas supply 
supplemental schedule(s) and the optional pipeline capacity supplemental schedule(s) under which customer will be 
receiving all gas delivered by the Company. 
 
ANNUAL MINIMUM BILL: 
 
Annual minimum charge is to be negotiated and included as part of contract between Company and customer and may 
be in addition to amounts otherwise due under this schedule. 
 
TERM OF PAYMENT: 
 
Above rates are net.  Each monthly bill shall be due and payable fifteen (15) days from the date of rendition. 
 
SPECIAL TERMS AND CONDITIONS: 
 
1. The application of this rate is subject to the general service provisions of the Company as they may be in effect  
 from time to time and as approved by the Oregon Public Utility Commission. 
 
2. Service under this schedule shall be rendered through metering facility at the single point of delivery. 
 
3. Capacity under this schedule shall not be assigned to others without written approval from the Company. 
 
TAX ADDITIONS: 
 
The rates named herein are subject to increases as set forth in Schedule No. 100, entitled "Tax Additions". 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
CNG/O15-03-01 
 
   March 31, 2015                             April 30, 2015  
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Eighth Revision Sht>et No. 164 
Canceling 

CNG/602 
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P.U.C. Or. No. 9 Seventh Rt>vision Shet>t No. 164 

CASCADE NATURAL GAS CORPORATION 

MARKET BASED DISTRIBUTION SYSTEM INTERRUPTIBLE TRANSPORTATION SERVICE 
SCHEDULE NO. 164 

AVAILABILITY: 

This unbundled distribution system i11tem1ptible tra11Sportation service schedule is available throughout the ten-itoiy served by 
the Company under the tariff of which this schedule is a part, provided, in the sole judgment of the Company, there are adequate 
facilities in place at the existing distribution line or as such line may be enhanced by the Company from tin1e to time to provide 
service; and further provided that customer has a feasible alternative to service under General Distribution System Intem.1ptible 
Tra11Sportation Service Schedule No. 163, such as equal or lower cost alternative fuels, alternative distribution capabilities, or 
utilization of alternative plant locations outside of the Company's Oregon service area. Contracts for service under this schedule 
are subject to review and approval by the Oregon Public Utility Commission, pursuant to applicable statutes and Commission 
policies for market based rates. Service under this schedule shall be in conjunction with service provided under Optional Gas 
Supply Supplemental Schedule No. 183. 

RATE: 

A. 

B. 

First 

Next 

Next 

Next 

Next 

Over 

Dispatching Service Charge: $500.00 per month 

All customers receiving gas supply service through this schedule will be invoiced a monthly Dispatching Service 
Charge under this schedule or under one of the optional gas supply supplemental schedules, but in no event shall 
customer be billed a monthly Dispatching Service Charge under more than one schedule for service at a single metering 
facility. 

Commodity Charge For All Thernis Delivered Per Month 

Base Schedule Schedule Schedule Schedule Billing 
Rate 192 194-A 194-B 196 Rate 

10,000 0.12402 $0.00019 $0.00000 $0.00003 $0.00000 $0.12424 Per Theim Per Month 

10,000 0.11 188 $0.00019 $0.00000 $0.00003 $0.00000 $0.11210 Per Theim Per Month 

30,000 0.10512 $0.00019 $0.00000 $0.00003 $0.00000 $0.10534 Per Thenn Per Month 

50,000 0.06456 $0.00019 $0.00000 $0.00003 $0.00000 $0.06478 Per Theim Per Month 

400,000 0.03275 $0.00019 $0.00000 $0.00003 $0.00000 $0.03297 Per Theim Per Month 

500,000 0.01755 $0.00019 $0.00000 $0.00003 $0.00000 $0.01777 Per Theim Per Month 

C. The total of all charges invoiced by Company shall be subject to a Gross Revenue Fee reimbursement charge to cover 
state utility tax and other governmental levies imposed upon the Company, as those fees and levies may be in effect 
from time to time. 

All other te1ms and conditions of services shall be pursuant to the Rules and Regulations set forth in the Company's filed tariff. 

OTHER SERVICES: 

Service under this schedule shall include transportation on the Company's distribution facilities only. Access to interstate 
pipeline or other upstream facilities, either new or existing, shall be pursuant to other schedules if such services are to be 
obtained through the Company. 

- Continued on Next Page -

Issued March 31, 2015 Effective with Service on and After April 30, 2015 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
BY Scott W. Madison TITLE Executive Vice President 

and General Manager 



Second Revision Shet>t No. 164-A 
Canct>ling 

P.U.C. Or. No. 9 First Revision Sheet No. 164-A 

CASCADE NATURAL GAS CORPORATION 

CNG/602 
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MARKET BASED DISTRIBUTION SYSTEM INTERRUPTIBLE TRANSPORTATION SERVICE 
SCHEDULE NO. 164 

(Continued from Previous Page) 

CONTRACT TERM: 

Customers choosing Market Based Distribution System Intt>tTuptible Transpo11ation Service under this schedule 
shall execute a service contract with a prima1y te1m at least through September 30, 1990. Primruy terms ending after 
that date may be negotiated; provided that the termination date in any year shall be September 30 of that year. In no 
event shall a te1m of a contract be less than one year. Said contrnct shall state the Annual Minimum Quantity of gas, the 
maximum daily volume of gas to be delivered under this distribution system capacity schedule as well as the optional gas 
supply supplemental schedule(s) and the optional pipeline capacity supplemental schedule(s) under which customer will 
be receiving all gas delivered by the Company. 

ANNUAL MINIMUM BILL: 

Annual minimum charge is to be negotiated and included as pa1t of contract between Company and customer and may be 
in addition to amounts otherwise due m1der this schedule. 

TERM OF PAYMENT: 

Above rates are net. Each monthly bill shall be due and payable fifteen (15) days from the date of rendition. 

SPECIAL TER1'\1S AND CONDITIONS: 

1. The application of this rate is subje,ct to the general service provisions of the Company as they may be in effect from 
time to time ru1d as approved by the Oregon Public Utility Commission. 

2. Service under this schedule shall be rendered through metering facility at the single point of delive1y. 

3. Capacity under this schedule shall not be assigned to others without written approval from the Company. 

TAX ADDITIONS: 

The rates named herein are subject to increases as set forth in Schedule No. 100, entitled "Tax Additions" . 

CNG/O15-03-01 

Issued March 31, 2015 Effective with Service on and After April 30, 2015 ---------
ISSUED BY CASCADE NATURAL GAS CORPORATION 

BY Scott W. Madison TITLE Executive Vice President 
And General Manage1· 



 
 
Eighth Revision Sheet No. 170 
Canceling 
Seventh Revision Sheet No. 170 

CASCADE NATURAL GAS CORPORATION 

 
 

      Issued_____________________                                     Effective with Service on and After __________________ 

 P.U.C. Or. No. 9 

INTERRUPTIBLE SERVICE 
SCHEDULE NO. 170 

AVAILABILITY: 
This schedule is available throughout the territory served by the Company under the tariff of which this schedule is a part 
provided adequate capacity and supply exists in Company's system.  Service under this schedule shall be for natural gas 
delivered for all purposes to customers having an annual fuel requirement of not less than 180,000 therms per year and where 
customer agrees to maintain standby fuel burning facilities and an adequate supply of standby fuel to replace the entire supply 
of natural gas delivered hereunder.  Service under this schedule shall be subject to curtailment by the Company when in the 
judgment of the Company such curtailment or interruption of service is necessary.  Company shall not be liable for damages 
for or because of any curtailment of natural gas deliveries hereunder. 
 
RATE:     

 Basic Service Charge 
 

$250.00  per month 
All Therms per Month: 

         Delivery Charge  
 

$0.12261  per therm 
    OTHER CHARGES: 

   Schedule 177 Cost of Gas (WACOG) $0.57789  per therm 
Schedule 191 Gas Cost Rate Adjustment ($0.00276)  per therm 
Schedule 192 Intervenor Funding Adjustment $0.00019  per therm 
Schedule 193 CAP Temporary Adjustment  $0.00000  per therm 
Schedule 194-A UM 1283 Merger Credit $0.00000 per therm 
Schedule 194-B Other Residual Temporary Adjustments $0.00003  per therm 
Schedule 195 Public Purposes Charge $0.00000 per therm 
Schedule 196 Oregon Earnings Sharing $0.00000 per therm 

 
Total Per Therm Rate  $0.69796  per therm 

 
CONTRACT: 
Customers receiving service under this rate schedule shall execute a contract for a minimum period of twelve (12) consecutive 
months' use.  Said contract shall state the maximum daily consumption of natural gas that Company agrees to deliver, as well 
as the Annual Minimum Quantity. 
 
ANNUAL DEFICIENCY BILL: 
In the event customer purchases less than the Annual Minimum Quantity as stated in the contract, customer shall be charged an 
Annual Deficiency Bill.  Annual Deficiency Bill shall be calculated by multiplying the difference between the Annual 
Minimum Quantity and the therms actually taken ("Deficiency Therms") times the difference between the commodity rate in 
this Rate Schedule No. 170, as modified by any applicable rate adjustments, and the weighted average commodity cost of 
system supply gas as such costs are reflected in the Company's tariffs.  If service is curtailed or interrupted by Company, the 
Annual Minimum Quantity shall be reduced by a fraction, the numerator of which is the actual number of days or fraction 
thereof, service was curtailed and the denominator of which is 365. 
 
TERMS OF PAYMENT: 
Each monthly bill shall be due and payable fifteen (15) days from the date of rendition. 
 
UNAUTHORIZED USE OF GAS: 
Gas taken by customer under this schedule by reason of its failure to comply with Company's curtailment order shall be 
considered as an unauthorized overrun volume.  Company shall bill and customer shall pay for such unauthorized overrun at 
the rate of $0.50 per therm in addition to the regular charges incurred in the RATE section of this schedule.  The payment of an 
overrun penalty shall not under any circumstances be considered as giving customer the right to take unauthorized overrun gas 
or to exclude any other remedies which may be available to the Company to prevent such overrun. 

 
- Continued on Next Page – 

CNG/O15-03-01 

                               March 31, 2015                                                            April 30, 2015 
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 (R) 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
        BY   Scott W. Madison                                                                                        TITLE  Executive Vice President     

                                                    and General Manager 
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First Revision Sheet No. 205 
Canceling 

P.U.C. Or. No. 9 Original Sheet No. 205 

PURPOSE: 

CASCADE NATURAL GAS CORPORATION 

PROMOTIONAL CONCESSIONS 
SCHEDULE NO. 205 

CNG/602 
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The purpose of this schedule is to swnmarize the major features of promotional concessions offered by the Company. 
The te1ms and conditions of the concessions are specified in greater detail in the program descriptions provided by the 
Company in compliance with OAR 860-26-025, which are available for public review in the Company's main office and 
its Oregon District Offices, as well as at the Commission's office in Salem. 

Program Initiated Sheet No. Effective Date Advice Number 

School Heat Conversion Finance Program 11/01/90 206 07/ 17/91 091 -06-01 

Energy Efficient Water Heater Finance Program 01/01/91 207 07/17/91 091 -06-01 

Idle Services Rebate Program 08/01/89 208 07/ 17/91 091 -06-01 

Conversion Btuuer Upgrade Program 12/01/94 209 12/13/94 094-10-02 

CNG/O15-03-01 

Issued ___ M_a_r_ch_ 3_1~, 2_0_1_5 __ Effective with Service on and After April 30, 2015 

ISSUED BY CASCADE NATURAL GAS CORPORATION 
BY Scott W. Madison TITLE Executive Vice Pl'esident 

and General Manager 



P.U.C. Or. No. 9 

First Revision Sheet No. 206 
Canceling 
Original Sheet No. 206 

CASCADE NATURAL GAS CORPORATION 

PURPOSE: 

SCHOOL HEAT CONVERSION FINANCE PROGRAM 
SCHEDULE NO. 206 

To identify and evaluate school heating equipment throughout the Company's service territo1y. 

AVAILABLE: 

To paiticipating schools throughout the Company's service te11'itory. 

DESCRIPTION: 

CNG/602 
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The Company will provide conversion cost financing assistance to schools that conve1t to natural gas heat. 

IMPLEMENTATION DATE: 

November 1, 1990. 

ACCOUNTING TREATMENT: 

Project costs will be assigned to Account 426.5 (Other Income Deductions) 

(Continued on Sheet No. 207) 

CNG/O15-03-01 

Issued March 31 , 2015 Effective ,.,'ith Service on and After April 30, 2015 
--------- - --------

ISSUED BY CASCADE NATURAL GAS CORPORATION 
BY Scott W. Madison TITLE Executive Vice President 

and General M.anager 



First Revision Sheet No. 207 
Canceling 

P.U.C. Or. No. 9 Original Sheet No. 207 

CASCADE NATURAL GAS CORPORATION 

CNG/602 
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ENERGY EFFICIENT WATER HEATER FINANCE PROGRAM 
SCHEDULE NO. 207 

PURPOSE: 

To identify and evaluate all heat-only customers on the Company's system. 

AVAILABLE: 

To paiticipating customers throughout the Company's service territory. 

DESCRIPTION: 

The Company will provide financing incentives to pa1ticipating customers. 

IMPLEMENTATION DATE: 

Januaiy 1, 1991. 

ACCOUNTING TREATMENT: 

Project costs will be assigned to Account 426.5 (Other Income Deductions) 

(Continued on Sheet No. 208) 
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PURPOSE: 

IDLE SERVICES REBATE PROGRAM 
SCHEDULE NO. 208 

To encourage use of existing natural gas facilities. 

AVAILABLE: 

To participating customers throughout the Company's service territo1y. 

DESCRIPTION: 

CNG/602 
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The Company will provide incentives toward installation of high efficiency natural gas water heaters, high efficiency 
natural gas space heater, or both. 

IMPLEMENTATION DATE: 

August 1, 1989. 

ACCOUNTING TREATMENT: 

Project costs will be assigned to Account 426.5 (Other Income Deductions) 

(Continued on Sheet No. 209) 
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CONVERSION BURNER UPGRADE PROGRAM 
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To provide an incentive to space heating equipment rental customers to upgrade their existing equipment which is 
presently secured through a rental agreement with Cascade through purchase of their own natural gas furnace or boiler. 

AVAILABLE: 

Residential heating equipment rental program customers presently renting heating equipment ( conversion bwner) under 
Rate Schedule No. 145 and heating their homes with natural gas. 

DESCRIPTION: 

The Company will provide financing, toward the purchase and installation of new natural gas furnace or boiler 
equipment (80% AFUE or better), to replace existing heating rental equipment (conversion bwner). 

IMPLEMENTATION DATE: 

December 21, 1994. 

ACCOUNTING TREATMENT: 

Project costs will be assigned to Account 426.5 (Other Income Deductions) 
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AVAILABILITY 

HIGH EFFICIENCY WATER HEATER REBATE PROGRAM 
SCHEDULE NO. 220 
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This schedule is available throughout the territoty served by the Company, to all existing, qualified 
residential and commercial customers cwTently using natural gas for purposes other than heating water. This program 
will commence June 1, 1993 and will be ongoing w1til canceled by the Company. 

PURPOSE: 

The pwpose of the program is to provide a rebate incentive toward purchase and installation of efficient 
(minimum .60 energy factor) gas water heating equipment. 

QUALIFICATION: 

Program participants must meet the following criteria to be eligible for rebates : 

1) Be an existing residential or commercial natural gas customer, served by the Company, that is not 
cw1·ently using natw·al gas for heating water. 

2) Have an existing water heater(s) that uses an energy source other than natw·al gas. Gas to gas water 
heater replacements do not qualify for rebate incentives. 

3) Install a new portable natural gas water heater v.,i,th an energy factor rating of at least .60 and that 
confonns to all applicable state and local installation standards. 

4) Install a new potable natural gas water heater that uses only natural gas as its energy source. 
Customers installing used equipment are not eligible for rebate incentives. 

PROGRAM BENEFITS 

Qualifying customers who purchase and install an approved, new potable natural gas water heater will receive a 
$200 rebate. 

ADMINISTRATION: 

1) Each high-efficiency water heater rebate request fotm must be accompanied by a proof of purchase 
receipt for the qualifying customer from the appliance dealer/installer who made the sale. 

2) Only one rebate offer is valid per account. The rebate offer is non-transferable and not valid for 
renters. The rebate can only be redeemed by the home or business owner. 

3) If the prospect desires financing wider Cascade' s Residential Financing Program, the rebate offer is 
available, but only as a dow11 payment. The rebate cam1ot be redeemed for cash under the financing 
option. 
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CASCADE NATURAL GAS CORPORATION 

IDGH EFFICIENCY WATER HEATER REBATE PROGRAM 
SCHEDULE NO. 220 

( Continued from Previous Page) 

DEMAND SIDE MANAGEMENT (DSM) CONSIDERATIONS: 

The energy savings value represents the p01tion of the program rebate that qualifies as a DSM measure. The DSM 
energy savings value pottion of each program rebate will be detemlined as follows, assuming a water heater expected life of 
ten (10) years: 

(Thenn Savings) x (Ten Year Avoided Cost) = Energy Savings Value (DSM Component) 

WHERE: 

Theim Savings 

Avoided Cost 

DSM Component 

Them1 savings based upon the difference between annual thenn sales wider a 
standard (.53 energy factor) water heater and the qualifying (nlinimum .60 energy 
factor) water heater. 

The Company's established ten year avoided cost on the date of installation 

The po1tio11 of the program's rebate incentive eligible for rate recove1y. through 
inclusion in the Company's approved rate base at the Company's next general rate 
adjustment application. 

GENERAL RULES AND REGULATIONS: 

This schedule is subject to the general rnles and regulations contained in this tariff and to those prescribed by 
regulatoty authorities. 
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