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53.64(c)(6) Each Section1307(f) utility shall file with the Commission a statement of its 
current fuel procurement practices, detailed information concerning the staffing and 
expertise of its fuel procurement personnel, a discussion of its methodology for obtaining a 
least cost and reliable source of gas supply, including a discussion of any methodologies, 
assumptions, models or rules of thumb employed in selecting its gas supply, transportation 
and storage mix, its loss prevention strategy in the event of fraud, nonperformance or 
interruption of performance, its participation in capacity release and reallocation programs, 
the impact, if any, upon least cost fuel procurement by constraints imposed by local 
transportation end users, interruptible service, balancing, storage and dispatching options,  
and   its strategy for improving its fuel procurement practices in the future and timetable for 
implementing such changes.    
 
 
Response: 
 
OVERVIEW 
 
 Columbia Gas of Pennsylvania, Inc.'s (“CPA”) supply objective is to secure and 
deliver competitively priced, reliable gas supplies to meet its customers’ demand at least 
cost.  CPA utilizes its portfolio of firm transportation and storage capacities on interstate 
pipelines and its portfolio of term and spot market supplies to achieve this objective. 
 
 As both a merchant provider of gas and a distributor of customer-owned gas, CPA 
has the responsibility to balance the supply and demand for all customers at the city gate 
on all days, including both design cold days when demand is at peak high levels and warm 
days when demand is at minimal levels.  CPA incorporates this daily balancing 
requirement into its planning process, relying upon the injection and withdrawal capabilities 
of its contracted storage services and the negotiated flexibility in some supply contracts to 
provide for the daily swings in customer demand. 
 

Within its Commercial Operations (“CO”) Department, CPA determines what supply 
and capacity contracts and contract volumes are necessary for the long term to minimize 
gas supply and capacity costs, giving consideration to such factors as reliability, flexibility, 
diversification and the likelihood of various price and demand forecasts.  CO’s Planning 
section is responsible for determining the appropriate components of CPA’s capacity 
portfolio and performing strategic supply planning functions.  Planning utilizes the 
SENDOUT® Gas Planning System as its primary planning tool. 

 
SENDOUT® is used to determine the volumes of flowing supplies and storage 

withdrawals/injections which will minimize gas supply commodity costs while preserving 
reliability. Results of CPA’s SENDOUT® driven planning efforts are provided to CPA’s 
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Supply and Optimization (“S&O”) Department to guide in the purchasing of gas supplies 
and contracting for the necessary pipeline capacity. 

 
 On a day to day basis, CO determines CPA’s expected system-wide demand and 
the supply required from all supply contracts and storage to meet customer demand. 
Further, CO is responsible for ensuring that deliveries to Pipeline Scheduling Points 
(“PSPs”) are within applicable contract entitlement levels and comply with any pipeline 
operational notices.  Collectively, the CO and S&O Departments determine when actions 
are required of CPA’s transportation and CHOICESM customers to maintain system 
integrity. CPA may order such actions by issuing Operational Flow Orders (“OFOs”), 
Operational Matching Orders (“OMOs”) and/or Seasonal Flow Orders (“SFOs”). CPA 
attempts to precede any such order with an Operational Alert (“OA”) or Emergency Alert 
(“EA”). 
 
            Information generated within S&O and CO is used to guide CPA’s term contracting 
and spot market purchasing practices, the release and recall of capacity, and the 
determination of operational storage targets, storage management and off-system sales. 
S&O works with CO to manage CPA’s term, spot market and peaking supplies.  S&O is 
responsible for CPA’s off-system sales transactions and the management of CPA’s Gas 
Price Hedging Program, when it is in place. S&O nominates and schedules all volumes on 
upstream interstate pipelines, manages CPA's capacity release program, including 
releases to Natural Gas Suppliers (“NGSs”) under CPA’s CHOICESM program and uses its 
transactional information to reconcile all supply and capacity invoices from suppliers, and 
to generate off system sales invoices.   

 
The Nominations section within CO manages General Distribution Service (“GDS”) 

customer and CHOICESM supplier daily nominations, confirming supplies and allocating 
volumes to customers for billing and operations.  CPA utilizes the daily GDS and 
CHOICESM volume information as an input in planning and managing its own supply and 
storage activity. 

 
 The remainder of this exhibit is comprised of the following sections: 

• Demand, which includes discussions on annual, seasonal and peak day 
demands; 

• SENDOUT® Optimization Model; 
• Capacity; 
• Operation of TCO Storage;   
• Supply Contracts and Daily Balancing; 
• Services for CHOICESM Customers; 
• Federal Regulatory Activities; 
• Off-system Sales and Capacity Release Incentive Program; and 
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• Gas Price Hedging Program. 
 

DEMAND 
 
Monthly and Seasonal Demand:  Three Weather Scenarios 
 

The first step in CPA's gas supply process is the determination of customers’ 
energy needs.  Projected customer demand is based upon weather-normalized historical 
consumption adjusted to reflect factors such as conservation, appliance efficiency 
improvements and customer additions and deletions.  The net result is a projection of 
monthly demand that CPA uses for planning purposes.  CPA projects demand and supply 
purchase requirements for its remaining Sales Service customers, provides daily 
balancing for the demands of its Customer CHOICESM customers, and makes contingency 
plans for a range of firm customer demand driven by varying weather conditions and the 
possible failure of a CHOICESM NGS’s supply.  Finally, CPA provides Standby Service 
under Rate SS to those GDS customers that contract for it, and Elective Balancing 
Services (“EBS”) for all GDS customers.  Under EBS, GDS customers choose one of two 
options: Option 1 - Full Balancing Service (ability to carry a positive bank from month to 
month); or Option 2 - Monthly Cash out (Intra-month Banking Service).  EBS gives GDS 
customers flexibility in managing their supply and demand. The demand of CPA's Sales 
Service and CHOICESM Service customers is highly weather sensitive with approximately 
75% of normal weather annual demand occurring during the winter.  CPA defines the 
winter season as the months of November through March and the summer season as the 
months of April through October. 

 
CPA considers three design weather scenarios in the development of its least cost 

supply plan: 1 in 10 colder, normal and 1 in 10 warmer.  These scenarios are developed to 
capture the uncertainties related to winter demand.  For the summer, CPA develops only a 
normal weather and demand scenario.  CPA combines the three winter scenarios with the 
summer scenario to determine three contract year scenarios. 

 
The normal weather scenario provides a forecast based upon the 20-year   

National Oceanographic and Atmospheric Administration (“NOAA”) average of degree 
days for the full year. The 20-year NOAA history is also used to develop colder and 
warmer weather scenarios. 

 
The colder weather scenario reflects an increase in total winter season degree days 

based on a 1 in 10 or 10% risk level for winter season degree days. The 10% risk level for 
the colder weather scenario means that there is a 10% probability that the winter will have 
more degree days than the planned colder scenario. 
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The warmer weather scenario is based upon a 1 in 10 or 10% risk level.  The 10% 
risk level for the warmer weather scenario means there is a 10% probability that the winter 
season will have fewer degree days than the planned warmer scenario.  Table 1 presents 
the demand forecasts for the three weather scenarios.  For purposes of the requirements 
projection in this filing, CPA utilizes the normal weather demand forecast. 

 
 

TABLE 1 
Projected Customer Demand* 

Normal, Colder, and Warmer Weather Scenarios 
October, 2015 Through September 2016 

 MDth 
 
                         Colder Normal         Warmer 
Sales Excluding 
CHOICESM 

    

  Residential  24,757  23,166  21,569 
  Commercial  10,606  9,924  9,240 
  Industrial  244  240  236 
  Other  296  296  296 
     Subtotal  35,903  33,626  31,341 
       
CHOICESM  13,620  12,795  11,970 
Total   49,523  46,421  43,311 
 
* Excludes standby volumes. 
 
 As noted from Table 1, CPA's projected Sales and CHOICESM customer demand 
varies by about 6 MMDth between the Colder and Warmer weather scenarios.    CPA's 
supply portfolio is designed to enable CPA to deliver supplies reliably to its customers 
while minimizing the cost to serve this uncertain demand. 
 
Design Weather Conditions. 
 
 On all days, including days of peak demand, CPA must be ready to serve the 
demand of Sales Service customers and to provide balancing for CHOICESM Service 
customers.  Therefore, to ensure reliability, CPA has established design parameters for 
estimating Sales Service and CHOICESM Service customer demand under extreme 
weather conditions.  CPA's Design Day Forecast is based on Design Day conditions 
consisting of: 
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• Current Day Design Temperature; 
• Prior Day Design Temperature; 
• Current Day Design Wind Speed; and 
• Occurrence on a Weekday. 
 

 CPA updates the design conditions approximately every five to ten years.  The 
most recent update was in 2008 and the 2014 Design Day Forecast incorporates the 
results. CPA determines the design conditions by weather station, and then determines 
pipeline scheduling point and company-wide design conditions by weighting.  
 
 To determine the Current Day Design Temperature for a weather station, CPA fits a 
Gumbel probability distribution to the collection of minimum daily temperatures for each 
winter season, one daily temperature per season. The Gumbel probability distribution is 
used because the distribution of historical temperatures is skewed. CPA fits a probability 
distribution to the historical daily temperatures so that it can estimate the future risk of the 
occurrence of any temperature.  With CPA’s design day risk criteria of 1 in 15, the 
probability is 6.67% that any winter will have one or more days with an average daily 
temperature equal to or colder than the Current Day Design Temperature.  The associated 
company-wide Current Day Design Temperature of -5° Fahrenheit has occurred or been 
exceeded on five occasions since the winter of 1949/50. The latest was January 19, 1994 
when the average temperature was -6° Fahrenheit. Within this time period, CPA's coldest 
average daily temperature of -8 degrees Fahrenheit was recorded on two occasions; 
January 17, 1982 and January 18, 1994. 
 
 The Prior Day Design Temperature is determined from the mean temperature 
difference between historical cold days and their associated prior days.  Cold days, for the 
purpose of determining the Prior Day Design Temperature, are defined as those which are 
no warmer than the Current Day Design Temperature plus 5° Fahrenheit. 
 
 Current Day Design Wind Speed is based on an analysis of wind activity for the 
1990/91 through 2007/08 winters. This analysis determines the average wind speed on 
cold days, where cold days are defined as days that are no warmer than the Current 
Day Design Temperature plus 15° Fahrenheit. 
 
Design Day Demand and Date 
 
 CPA utilizes multivariable linear regression analysis to determine Design Day 
Demand. CPA’s methodology is discussed in its 2014 Design Day Forecast, which is 
included herein as Exhibit No. 13. Table 2 shows the 2014 Design Day Forecast for the 
2015-2016 winter season.  As shown, a large majority, approximately 78% or 626 
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MDth/day, of CPA's Design Day requirements are for Sales Service and CHOICESM 
Service customers.    CPA contracts for firm capacity for these customers. 
 

TABLE 2 
Design Day Demand* 

Winter Season 2015-16 
(MDth/Day) 

 
 Sales and CHOICESM GDS Total 
Residential 458.7 0 458.7 
Commercial  165.9 94.0 259.9 
Industrial 0.7 86.9 87.6 
Other  1.1 0 1.1 
    
Total:    

Volume 626.4 180.9 807.3 
Percent  77.6% 22.4% 100% 

* Excludes standby and EBS volumes. 
 
 For capacity planning purposes CPA forecasts Design Day Demand for five years 
into the future. This projection incorporates the projected purchased gas cost (“PGC”) rate 
and associated retail rates in November, and the customers’ sensitivity to price.  Analysis 
indicates that high retail gas rates at the beginning of the winter correlate with increased 
customer conservation.   Table 3 presents CPA's Design Day Demand forecasted for the 
winters 2015-2016 and 2016-2017. 

 
TABLE 3 

 Design Day Demand* 
Winters, 2015-2016 and 2016-2017 

(MDth/Day) 
 
             Sales and  
    CHOICESM  GDS    Total 
 
2015-2016            626.4              180.9                 807.3   
2016-2017             634.8                         181.4                816.2 
 
* Excludes standby and EBS volumes. 
 
 Daily deliverability from CPA's contracted pipeline storage services declines during 
the winter season as storage inventory is withdrawn.  To help ensure reliability on late 
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winter days, CPA determines a Design Date of Occurrence for the Design Day.  For its 
portfolio design, CPA determines, with 10% risk, the latest date within a winter season of a 
design temperature or colder occurring for the CPA service area.  Since there are only a 
few historical observations in this analysis, CPA uses a “t - distribution" to calculate the 
Design Date, January 25. 
 
Maximum and Minimum Daily Demands by Month 
 
 In addition to the Design Day Conditions for the winter season, CPA has 
established Winter Monthly Cold Conditions for Long Range Planning, a period of five 
years into the future.  A capacity portfolio must enable CPA to serve customer demand 
throughout the winter, including the monthly design days. 
 
 For each month, CPA analyzed temperatures since 1950 to determine the coldest 
daily temperature with 1 in 10, or 10% risk level. That is, for each month, the probability is 
10% that the month will have one or more days with an average temperature equal to or 
colder than the Winter Monthly Cold Design Temperature.  
 
 Winter Monthly Cold Design Conditions enable CPA to plan for extreme demands 
that may occur within any winter month.  CPA utilizes coefficients developed from monthly 
multivariable linear regression models to estimate the firm and total customer demand for 
the Winter Monthly Cold Design Temperatures. 
 
  The estimates of monthly maximum demands help CPA to develop its least cost 
supply plan by providing adequate supply in the event of late winter cold temperatures 
while concurrently helping to establish levels of recallable and non-recallable capacity 
release volumes. 
 
 CPA also estimates the minimum daily demand for each month that would occur 
under warm conditions.  The minimum daily demand for each month is based on an 
analysis of the approximately 150 daily demands that have occurred during that month 
over the most recent five years of history.  The estimated minimum daily demand for each 
month is calculated based on a normal distribution fit to the 150 daily demands, and a 10% 
probability of occurrence. 
 
SENDOUT® OPTIMIZATION MODEL 
 
 To reflect the constraints in pipelines' tariffs and to ensure optimum use of its supply 
contracts and pipeline entitlements, CPA uses the SENDOUT® Gas Planning System, 
provided by Ventyx of Atlanta, Georgia, as its primary tool for supply planning.  CPA 
purchased the SENDOUT® Gas Planning System in conjunction with its affiliated 
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Columbia Distribution companies.  Through this association CPA is permitted full use of 
the SENDOUT® model while incurring only a fraction of the maintenance fee. 
 
 SENDOUT® is a PC based decision support modeling system, which uses linear 
programming, a mathematical “global optimization" method, to determine the least cost 
gas supply.  SENDOUT® provides a solution to the problem of choosing and scheduling 
gas supply quantities to flow time-dependently through a gas supply and 
transportation/storage network.  CPA uses SENDOUT® to model geographic demand 
regions and their operational gas flow limitations.  SENDOUT® measures CPA’s ability to 
balance supply and demand under colder, normal, and warmer weather scenarios.   
 
 CPA utilizes the SENDOUT® model for two primary purposes: (1) Long-Term 
Planning and (2) Operational Planning. 
 
 Long-Term Planning generally covers a time horizon of five years.  Long-term 
planning includes analysis of capacity portfolio options, and projections of gas supply 
costs.  The goal of the SENDOUT® analysis is to minimize total costs including the 
capacity costs and the variable operating costs while maintaining reliability. 
 
 Operational Planning incorporates existing market conditions to determine an 
optimum plan for utilization of available supplies and capacity over the short term, up to 12 
months.  CPA develops a short-term supply plan on a monthly basis utilizing SENDOUT®, 
with more frequent updates as needed.  These plans incorporate all of the storage 
constraints discussed later in this exhibit and are used to determine purchases, capacity 
use and storage utilization.  In the short term, both capacity and the capacity costs are 
generally fixed, so the goal of this SENDOUT® analysis is to minimize the variable 
operating (commodity) costs.  Costs taken into account in this process include: 

• supply contract commodity costs; 
• transportation commodity costs to the city gate; 
• storage injection costs; 
• storage withdrawal costs; and 
• fuel. 
 

 Total system variable operating cost is minimized subject to various physical and 
contractual constraints, including:  
 

• the daily flow restrictions on system components; 
• pipeline transportation capacities; maximum storage injection and 

withdrawal rates; 
• Storage inventory limits and ending target levels. 
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CAPACITY 
 
Capacity Portfolio  
 
 As stated at the outset of this exhibit, CPA's supply objective is to secure and 
deliver competitively priced, reliable gas supplies.  To assure reliability, CPA uses firm 
capacity in its gas supply plan to serve firm Design Day Demand.  
 
 Table 4 lists CPA's projected Design Day Demand based on CPA’s 2014 DDF and 
firm capacity for the next four winter seasons.   
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                  TABLE 4
    Columbia Gas of Pennsylvania

            Firm Peak Day Capacity and Demand (MDth/Day)

                     Contract Year
2015-16 2016-17 2017-18 2018-19

Demand of Sales and ChoiceSM  Customers
Residential 458.7 463.4 468.4 472.8
Commercial 165.9 169.6 172.3 175.0
Industrial 0.7 0.7 0.7 0.7
Other 1.1 1.1 1.1 1.1
   Total 626.4 634.8 642.5 649.6

Capacity

Firm Transportation 
TCO 137.6 137.6 137.6 137.6
   Less Marketed Capacity Releases (5.2) (5.2) (5.2) (5.2)
Net TCO 132.4 132.4 132.4 132.4
Tennessee 19.3 19.3 19.3 19.3
Texas Eastern 19.3 19.3 19.3 19.3
National Fuel 4.3 4.3 4.3 4.3
   Subtotal, net of releases and assignments 175.3 175.3 175.3 175.3

Firm Storage
DTI GSS 13.8 13.8 13.8 13.8
TCO FSS 456.9 456.9 456.9 456.9
Equitrans 14.3 14.3 14.3 14.3
   Total 485.0 485.0 485.0 485.0

Local Direct 0.7 0.7 0.7 0.7

Peaking
Blackhawk Storage 10.0 10.0 10.0 10.0
   Total 10.0 10.0 10.0 10.0

Total Firm Capacity
Gross 671.0 671.0 671.0 671.0
   Less capacity to provide Standby (5.6) (5.6) (5.6) (5.6)
   Less capacity to provide EBS (10.5) (10.5) (10.5) (10.5)
      Net Capacity 654.9 654.9 654.9 654.9

Difference: Capacity less Demand 28.5 20.1 12.4 5.3

Capacity as a % of 2018-19 Design Day Firm 100.8%
Requirements of 649.6 MDth (highest of
2014 Design Day Forecast).

Note: Totals may not add exactly, due to rounding.
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    Modest growth in CPA’s firm demand is expected over the term of this forecast 
such that CPA’s available capacity equals 100.8 percent of projected firm demand for 
contract year 2018-19, the highest projected design day firm requirements in CPA’s 2014 
Design Day Forecast.   This variance is within the bounds contained in CPA’s Portfolio 
Design policy which provides that CPA will have sufficient capacity to be within a range of 
up to 103% of the highest of its projected design day firm requirements for the five year 
period of its Design Day Forecast.  Continuation of this policy was a part of the July 1, 
2013 Joint Petition for Settlement (“the settlement”) of the Rate Investigation Pursuant to 
§66 Pa.C.S 1307(f), which was approved by order adopted August 15, 2013 at Docket 
Nos. R-2013-2351073, C-2013-2354079 and C-2013-2354106.                           
   
            Table 4 shows that CPA's capacity portfolio contains a substantial amount of 
storage.  Storage capacity enables CPA to purchase a majority of its annual customer 
requirements during the seven summer months, using some of the summer purchase 
volume to serve current customer demand but storing most of the volume to serve 
customer demand the following winter.  Since CPA uses FTS to fill storage in the summer 
and to serve current demand in the winter, the annual FTS capacity utilization factor is 
relatively high. 
 
 Columbia Gas Transmission (“TCO”) provides over 70% of CPA's winter season 
and about 88% of CPA’s Design Day capacity. CPA’s service territory lies in eight TCO 
PSPs, contained within two TCO Operating Areas. Each PSP is synonymous with a single 
or group of geographically-related delivery points to CPA’s distribution system otherwise 
known as a Master List of Interconnections (“MLI”).  
 
 CPA’s capacity on TCO is relatively low cost as compared to other pipeline 
providers.  The TCO capacity also has grandfathered Maximum Daily Delivery Obligation 
(“MDDO”) and Daily Delivery Quantity (“DDQ”) rights.  These grandfathered MDDO and 
DDQ rights provide CPA the necessary flexibility to receive varying volumes at each of its 
approximately 300 individual receipt points from TCO each day. This flexibility is critical to 
the efficient operation of CPA’s transportation services, both GDS and CHOICESM, and the 
efficient, least cost management of CPA’s capacity portfolio (See Balancing Among 
Geographic Regions, below). 
 
          On April 29, 2014, CPA notified TCO of its decision to extend its firm transportation 
contract for 13,334 Dth per day of capacity through October 31, 2016.   Renewal was 
executed because this capacity is used by CPA to serve specific markets in Eastern 
Pennsylvania, meets Columbia’s design day planning criteria, and is deemed to be 
“operationally required” capacity.  For this reason, there were no changes to this contract. 
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          CPA’s firm transportation contract with TCO for 90,788 Dth per day of capacity was 
designed using a tiered approach, whereby portions of capacity are scheduled to 
terminate at different dates. This tiered approach provides contracting flexibility. The first 
tier of capacity, equal to 21,055 Dth per day, had a primary termination date of October 31, 
2012.  CPA renewed this capacity through October 31, 2022. 
 
          The second tier of the 90,788 Dth total equals 30,237 Dth per day and had a primary 
termination date of October 31, 2014.  CPA notified TCO on April 29, 2014 of its decision 
to extend this contract through October 31, 2016.  The grandfathered MDDO and DDQ 
rights which are associated with this contract provide critical operational flexibility and 
commensurate benefits to CPA and its customers as noted above. This flexibility and 
associated benefits are derived from the grandfathered MDDOs and DDQs under this 
contract that exceed the contract Total Firm Entitlement (“TFE”).  As a consequence, TCO 
is obligated to maintain capacity to individual meters, that in total, is in excess of the TFE, 
and at a minimum, sufficient to meet CPA’s contractual MDDO/DDQ rights at each point of 
delivery.  These grandfathered MDDO/DDQ rights are not available in new contracts for 
TCO capacity and any reduction in contracts containing excess grandfathered 
MDDO/DDQs would result in a proportional reduction in the grandfathered rights. 
 
            The third tier of the 90,788 Dth total equals 39,496 Dth per day and has a primary 
termination date of October 31, 2019. CPA will need to notify TCO by April 30, 2019 
regarding renewal of this capacity. CPA has not yet made a decision regarding renewal of 
this capacity.  
       
 CPA’s contract with Columbia Gulf provides a low cost link between TCO’s 
transmission system, located in Appalachia, and the supply areas of the Gulf Coast.  This 
upstream capacity totals 43,632 Dth per day.  
 
 CPA contracts for storage service from Equitrans under Rate Schedule 115SS.      
Most of the capacity under this contract is used to provide service to GDS customers 
under CPA’s Elective Balancing Service with the balance of its use limited to specific 
geographic areas.   CPA also contracts for Equitrans FTS service to match the MDQ of the 
storage contract.  As explained in last year’s 1307(f) filing, on March 29, 2013, CPA 
notified Equitrans of its decision to reduce the contracted capacity of: (1) its 115SS storage 
contract from an MDQ of 19,130 Dth to 14,348 Dth, and (2) the associated seasonal 
storage capacity from 2,000,000 Dth to 1,500,000 Dth. Additionally, the capacity of the 
FTS contract was reduced from 19,130 Dth to 14,348 Dth. The effective date of these 
contract reductions was April 1, 2014.  At the same time, these contracts were extended 
through March 31, 2017.   
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 On March 20, 2014, CPA executed two new contracts for service from Dominion 
Transmission Inc. (DTI) delivered to CPA’s State College market.  The contracts are for 
FTNN service with an MDQ of 4,800 Dth and for GSS storage service with 4,800 Dth of 
MDQ and associated seasonal storage capacity of 240,000 Dth.  Both contracts became 
effective April 1, 2014 and have 10 year terms.  
 

CPA’s decision to reduce its Equitrans 115SS and FTS contracts and replace this 
capacity with DTI GSS and FTNN capacity was driven by the need to provide EBS, 
system balancing and supply service to CPA’s State College market.  Demand growth in 
the State College market exceeded the capability of CPA’s existing capacity rights to 
provide these required services.  The reduction of the Equitrans capacity along with the 
addition of the DTI capacity provided the least cost means of achieving these service 
objectives while remaining within CPA’s capacity portfolio guidelines. In addition to the 
services noted above these contract changes resulted in a slightly lower cost while also 
increasing reliability into the State College market by adding an additional supply source 
not previously available.  
 
         CPA’s other contracts on DTI include storage and related firm transportation service 
under Rate Schedules GSS, FTNN-GSS and FT.  The contracted storage capacity under 
Rate Schedule GSS is for 9,000 Dth of MDQ and associated seasonal storage capacity of 
941,176 Dth. This contract has a primary termination date of March 31, 2018.  The FTNN 
service for 6,000 Dth per day and the FT service for 3,000 Dth per day match the MDQ of 
the storage contract.  The FT service from DTI reduces to 2,000 Dth per day in the 
summer. The DTI FT service, which became effective August 1, 2009, is used primarily to 
transport a portion of the withdrawals from CPA’s DTI storage to Warrendale.  The FTNN 
contract has a primary termination date of March 31, 2018 while the FT contract has a 
primary termination date of October 31, 2019. 
 
Adding or Replacing Capacity 
 

Before CPA contracts for interstate pipeline capacity, it reviews both open season 
offerings of new capacity and bulletin board postings of existing capacity.  CPA also 
considers any viable capacity offered by pipelines that currently serve CPA or could do so 
in the future.  Exhibit 2 summarizes proposed capacity services which CPA became aware 
of, and evaluated in the 12 month period ending January 31, 2015. 

 
 CPA may also obtain capacity as follows:     
 

• Natural Gas Suppliers (“NGSs”) operating in Pennsylvania, CPA customers 
and other third parties are given the opportunity to provide capacity 
comparable to capacity that CPA has under contract and that is approaching 
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expiration.  
• If CPA does not have sufficient capacity to meet its Design Day 

requirements CHOICESM NGSs are given the opportunity to provide FTS 
capacity for one-year periods. 

 
In more detail, the procedures for obtaining capacity from NGSs are as follows. 
 

Expiration of an Existing Contract and Request for Proposal (RFP) to Natural Gas 
Suppliers (NGSs)  
 
          When the expiration date of an existing capacity contract approaches, CPA gives 
NGSs licensed to operate in CPA’s service territory, CPA customers and other third 
parties the opportunity to provide comparable capacity. Certain capacities that meet one or 
more of the following conditions may be excluded: 
 

♦ operationally necessary to serve CPA’s customers,  
♦ required to provide Supplier of Last Resort (“SOLR”) services, 
♦ required to provide system balancing. 

 
 Considering these conditions, CPA issues RFPs to the NGSs, CPA customers and 
other third parties offering them the opportunity to provide replacement capacity.  The RFP 
specifies the delivery points required by CPA to receive gas supplies and outlines the daily 
delivery volumes for each delivery point. CPA will consider any viable offers it receives.  If 
CPA determines that an offer complies with its RFP and is the best option available, it will 
enter into an agreement with the offering party. This process of seeking and accepting an 
offer from an NGS, CPA customer or other third party must be completed in time to allow 
CPA to terminate the existing capacity that was the subject of the RFP. If acceptable offers 
are not received, CPA will either extend the existing contract under its own terms and 
rollover rights, or renegotiate the contract.    
  
 An example of this procedure is CPA’s RFP related to its National Fuel capacity.  
CPA’s contract with National Fuel is currently operating on a month to month rollover basis 
and is reviewed annually. On March 24, 2014 CPA issued an RFP for capacity to replace 
the National Fuel capacity, effective November 1, 2015. CPA did not receive any 
responses to its RFP.  CPA anticipates that it will continue operating under the existing 
agreement since this capacity is needed to serve the Warren market area.      
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Additional Capacity Resource Requirement (“ACRR”) 
 
 Under the CPA CHOICESM Program, NGSs serving CHOICESM customers provide 
a constant volume of daily supply, equal to the expected annual demand of their 
customers divided by 365 days.   
 
 Effective November 1, 2004, CPA implemented a procedure that gives CHOICESM 
NGSs the opportunity to provide FTS capacity, for one-year periods beginning each 
November 1, if CPA does not have sufficient capacity to meet its Design Day  Demand.  
The process works as follows: 
 

♦ CPA determines the Additional Capacity Resource Requirement (“ACRR”), if 
any, needed to meet its Design Day Demand.  

♦ CPA notifies NGSs of the ACRR by April 1 of each year. 
♦ The NGSs have the opportunity, until June 1, to offer to provide capacity.  The 

volume of any capacity offered by a CHOICESM NGS may not exceed the daily 
supply volume of the NGS’s aggregation group. 

♦ Should CPA receive offers that in total exceed the ACRR, CPA will accept the 
offers on a first-come basis until the ACRR is eliminated. 

  
           As reflected in Table 4, CPA projects it will have sufficient capacity for the winter of 
2015-16 and therefore will not seek additional capacity from NGSs serving CHOICESM 
customers through the ACRR process for contract year 2015–16.  CPA will review its 
Design Day supply balance again before the 2016-17 winter season to determine if 
capacity will be sought through the ACRR process for the 2016-17 contract year. 
 
 
OPERATION OF TCO STORAGE 
 
Operation Guidelines  
 
 As noted on Table 4, approximately 72% of CPA's Design Day capacity is provided 
by storage.  In addition, CPA relies upon storage to provide approximately 50% of its 
normal weather, winter season supply to meet the needs of its firm customers and balance 
system requirements. 
 
 CPA follows six guidelines in using its major storage service, TCO FSS:   
 

• to preserve maximum daily storage deliverability on the Design Day and to 
delay storage ratchets until the design ratchet dates, as presented in Table 
5; 
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• to protect the ability to serve customer  requirements during a design cold 
winter season or month; 

• to reserve sufficient TCO storage volumes, at least two percent of contracted 
seasonal storage quantity, as of April 1 to protect against potential cold 
temperatures in April; 

• to spread TCO FSS storage injections over the months April through 
October so that no month has a planned injection exceeding 95% of the 
contractual limit for the month; 

• to fill TCO storage to 98-99% of Seasonal Contract Quantity (“SCQ”) on 
November 1, leaving flexibility to allow for injections on warm days in early 
November; and 

• to use this storage capacity consistent with least cost planning. 
  
 CPA's strategy for TCO storage is sufficiently flexible to match customer 
requirements, under all planning scenarios, while:   
 

• providing the economic benefit from storage utilization, and 
• adhering to the operating conditions of TCO storage tariffs.   

 
            Using the above storage guidelines, CPA develops a supply plan consisting of 
seasonal and contract year supply/demand balances.  The plan identifies total monthly 
sources of supply to be used for the colder, normal, and warmer contract year weather 
scenarios.  The scenario incorporating the colder winter weather constitutes the Design 
Conditions for which the supply plan is developed. 
 
 
Tariff Restrictions 
 
 Under TCO’s tariff, CPA must plan the use of storage such that no more than 65% 
of its TCO FSS seasonal storage quantity remains in inventory after February 1st, and no 
more than 25% after April 1st.  In warmer weather winters, this limit may require downward 
swings in the volume of flowing gas, the gas that CPA has purchased and is transporting 
to its service territory using its firm transportation service (“FTS”) capacity.  Downward 
swings in flowing volumes must be carefully implemented given the potential occurrence of 
Design Day or extreme cold conditions at any time during the colder winter months.  Since 
CPA requires all flowing supplies to meet firm Design Day Demand, CPA must be able to 
recall or replace any flowing volumes reduced to comply with storage delivery limits. 
 
 If CPA does not reduce its volume in storage to meet the February 1 and April 1 
limits, CPA may be subject to pipeline actions ranging from Operational Flow Orders 
(“OFOs”) mandating storage withdrawals, to the potential confiscation by the pipeline of 
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volumes exceeding tariff limits.  CPA is also subject to maximum volumes in storage of 
60% on July 1 and 85% on September 1, requiring close monitoring of summer injection 
activity. 
 
Storage Ratchets 
 
 CPA’s primary storage contract, provided by TCO under the Firm Storage Service 
(“FSS”) Rate Schedule, is subject to deliverability reductions, or ratchets, over the course 
of a winter season as withdrawals reduce storage inventory.  CPA manages volumes in 
storage in the winter to assure that full deliverability is retained late enough into the winter 
season to cover the Design Date of the Design Day.  Furthermore, in Long Range 
Planning of its capacity portfolio, CPA uses the Monthly Design Days, mentioned earlier in 
the section titled ”Demand,” to assure that CPA can serve firm demand on cold days in 
late winter, after storage withdrawal capacity has ratcheted.  
 
 For Operational Planning, which applies to the current winter season, CPA 
determines ratchet temperature dates based on the capacity currently under contract and 
1 in 10 risk criteria. Table 5 summarizes the three pairs of ratchet temperatures and dates 
for winter 2015-16.  The first ratchet, for example, occurs when the inventory falls below 
30% of the Storage Contract Quantity (“SCQ”). It decreases the Maximum Daily 
Withdrawal Quantity (“MDWQ”) to 80% of the Maximum Daily Storage Quantity (“MDSQ”). 

 
 
 

TABLE 5   
Design Temperature and Dates of the TCO Storage Ratchets 

 
 Before the Ratchet After the 

Ratchet 
Ratchet Storage 

inventory, as 
a portion of 

SCQ 

Withdrawal 
capacity 

MDWQ, as a 
portion of 
MDSQ 

Temp 
 Deg 

F. 

Last Date 
before 

Ratchet: 10% 
risk 

Withdrawal 
capacity MDWQ, 

as a portion of 
MDSQ 

First >= 30% 100%  5 February 16 80% 
Second >= 20% 80% 13 February 28 65% 
Third >= 10% 65% 20 March 15 50% 
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Determination of Design Temperatures and Dates for Storage Ratchets  
 
 On the date of the first ratchet, CPA loses daily storage withdrawal capacity equal 
to 20% of its Maximum Daily Storage Quantity (“MDSQ”).  After this first ratchet, CPA has 
enough remaining withdrawal capacity to serve firm demand if daily average temperatures 
are 6° Fahrenheit or warmer.  CPA manages storage activity to delay the first ratchet until 
days with average daily temperatures of 5° Fahrenheit and colder have less than a 10% 
probability of occurrence. Based on historical temperature data since 1949, the latest 
occurrence of a 5° Fahrenheit or colder average day temperature, with a 1 in 10 risk of a 
later occurrence, is February 16.  CPA plans to maintain storage inventory above 30% of 
the Storage Contract Quantity (“SCQ”) until February 16, the design date for the first 
ratchet.  The second and third ratchet dates are developed in a similar manner.  Under all 
weather conditions, CPA will target inventory levels at, or above, levels shown on Table 5 
until the ratchet dates shown. 
 
 The temperatures and dates associated with storage ratchets may change 
annually, since: 

• the temperature sensitivity coefficients and Design Day Demand are based on 
CPA’s Design Day Forecast, which is updated each year, and  

• CPA’s supply and capacity contracts may change. 
 
    The storage ratchet temperatures and dates are updated prior to the start of the 
winter heating season.  
 
 
 
SUPPLY CONTRACTS AND DAILY BALANCING 
 
Supply Contracts 
 
 CPA's supply objective is to secure and deliver competitively priced, reliable gas 
supplies for its Sales Service Customers.  Given current market conditions, CPA contracts 
for winter season firm supply under monthly contracts at points with high liquidity and 
contracts with terms from three months to twelve months at points with lower liquidity. 
Having a relatively short term duration portfolio of gas supply contracts enables CPA to 
adjust its portfolio to changing market conditions, and allows CPA to respond effectively to 
customer election of alternate suppliers under CPA’s Customer CHOICESM program. 
 
 CPA's purchases of firm gas supplies are primarily made under contracts priced at 
a published market index price.  While CPA’s Gas Price Hedging Plan was terminated 
effective October 1, 2013, existing hedges are being held until expiration. Therefore the 
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effective price of a portion of winter supply will continue to be determined by financial 
hedges, until the remaining hedges expire.   Spot gas supplies may be purchased at either 
a published index price or at a negotiated rate. 
 
 CPA’s supply contracts must meet its reliability criteria.  In the months of December 
through February, CPA assures the reliability of service to its firm customers by 
contracting for sufficient term supply, along with monthly and daily firm supply purchases, 
to fill its FTS capacity as required. CPA's strategy in purchasing gas supplies is to remain 
as flexible as possible consistent with providing reliable service in response to changing 
market conditions.  This strategy holds true in the negotiation of nomination flexibility 
provisions within those firm supply contracts. Together with storage, CPA’s winter 
purchases are sufficient to meet the human needs requirements of its Sales Service 
customers. 
 
 
Daily Balancing 
 
 Pipeline tariffs require CPA to balance supply and demand daily at each city gate.  
CPA's sales and CHOICESM customer demand is highly temperature sensitive and varies, 
or “swings,” with changes in temperatures and other factors from day to day.  CPA uses 
TCO's no-notice firm storage service to provide balancing for most of the daily differences 
between scheduled, flowing supply and demand for all of its customers (Sales, CHOICESM 
and GDS).  As previously noted, CPA provides GDS customers daily balancing under 
EBS.  EBS has established operating conditions under which GDS customers or their 
suppliers must function.  Two of those conditions relate to circumstances when a GDS 
customer or supplier may desire to deliver more gas or consume more gas than permitted 
under EBS. Such conditions are required to reduce the uncertainty for CPA in regard to 
the practices of GDS customers, or their suppliers, as associated with CPA’s daily 
balancing functions for its system and in the interest of reducing the risk of incurring higher 
costs for its sales and Choice service customers related to such uncertainty.  
 
 The TCO storage provides year-round injection and withdrawal capability.  CPA will 
inject excess gas supply into its storage accounts on days when customer demand is less 
than the volume of gas supplies scheduled to CPA’s city gates.  On days when customer 
demand exceeds the total gas supply volumes scheduled to CPA’s city gates, CPA will 
withdraw gas from its storage accounts.  While storage provides the majority of CPA's 
daily balancing needs, it has daily and monthly limits on both injection and withdrawal.  At 
certain times the daily injection/withdrawal capability of storage is insufficient to meet the 
potential demand swings of CPA's customers, requiring CPA to increase or decrease its 
flowing supplies. 
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 CPA's strategy in purchasing gas supplies is to maintain reliable service while 
remaining as flexible as possible consistent with changing market conditions.  This 
strategy holds true in the negotiation of swing provisions within those firm supply contracts.  
This provides CPA with required flexibility, consistent with its gas purchase strategy, 
without incurring additional fixed costs. 
 
 
Scheduling and Nominations 
 
 Along with CPA's purchase and management responsibility comes the requirement 
to schedule and nominate these supplies on several upstream pipelines with differing 
nomination requirements and penalty provisions.  The operating provisions contained in 
the pipelines' transportation tariffs require CPA to monitor the flow of gas at its city gate 
delivery points.  Intra-day scheduling changes to nominations can be required to avoid 
overrun and imbalance charges/penalties contained in the pipelines’ tariffs.  CPA 
purchases and nominates all system supply quantities.  CPA monitors the supply and 
demand of its customers, and balances any difference.  To perform a portion of these 
responsibilities, CPA utilizes its Supervisory Control and Data Acquisition ("SCADA") 
system to provide constant monitoring of volumes delivered at its largest city gate delivery 
points. 
 
 
Balancing Among Geographic Regions 
 
 CPA has a widespread service territory.  CPA’s service territory currently lies in 
eight TCO Pipeline Scheduling Points. CPA’s service territory includes numerous discrete 
distribution systems, which are not connected by CPA transmission pipelines.  Each 
distribution system is served by one or more city gate delivery points from interstate 
pipelines.  In total CPA manages approximately 300 such city gate delivery points.  CPA is 
able to aggregate the various supplies and demands at all TCO delivery points for billing 
and balancing purposes. 
 
 Supplies received directly from Equitrans are balanced with CPA’s Equitrans 
storage service.  CPA has limited ability to balance supply at Tennessee and TETCO 
interconnects using Operational Balancing Agreements with the pipelines involved. 
Similarly, receipts from National Fuel are balanced using a rolling day to day 
communication and adjustments between the pipeline and CPA.  
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SERVICES FOR CHOICESM CUSTOMERS   
 
 CPA's CHOICESM Service provides customers with the alternative to access gas 
commodity supplies from NGSs while maintaining the reliability these customers require. 
 
 Consistent with the Commission's December 1999 Order on CPA's restructuring, 
CPA functions as the Supplier of Last resort (“SOLR”) as specified under Section 2207 of 
the Natural Gas Choice and Competition Act.  Included in the SOLR function is service to:  
 
 (1) Sales customers that have not chosen an alternative supplier; 
     (2) customers who have been refused service by natural gas suppliers; and  
       (3) customers whose CHOICESM marketers fail to deliver their requirements. 
 
 To meet its SOLR obligations, CPA will utilize the capacity assets it has available 
under contract, including the potential recall of capacity assigned to suppliers under CPA’s 
Customer CHOICESM Program.  That is, if a CHOICESM marketer assigned capacity exits 
the Customer CHOICESM Program or fails to deliver supplies to CPA as provided in its 
tariff, the capacity will be recalled by CPA, as needed, and utilized to maintain service to 
the affected customers.  
 
 CPA serves low-income customers in its Customer Assistance Program (“CAP”) 
through an aggregation process under which licensed Natural Gas Suppliers competitively 
bid for the right to supply commodity to CAP customers.  There are approximately 21,000 
customers enrolled in the CAP Program.  CPA utilizes an RFP process in an effort to 
secure the most competitively-priced gas commodity for the CAP customers. The most 
recent RFP was sent out on May 7, 2013.  The successful bidder began serving CAP 
customers on July 1, 2013 for a two year term. CPA anticipates that it will send out a new 
RFP in May, 2015, for service effective July 1, 2015. In the event that its RFP process 
does not yield a successful bidder CPA may increase the bid frequency in an effort to 
secure commodities for CAP Program participants. 
 
FEDERAL REGULATORY ACTIVITIES 
 

.  
CPA takes an active role in proceedings that have the potential to impact natural 

gas supply and its cost of delivery, whether these proceedings are pipeline specific or 
industry-wide.  Examples include pipeline rate cases, certificate applications, proposed 
rulemakings and policy statements. CPA’s involvement in these matters includes review, 
analysis, intervention, comment and collaboration.  

  In compliance with Section 53.64 (C) (4) of the Commission’s regulations, CPA 
reviews its participation in proceedings before the Federal Energy Regulatory Commission 
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(FERC) in Exhibit No. 3 herein. 
 

FERC Proceedings 
Since CPA’s last 1307(f) filing, none of the interstate pipelines serving CPA has 

filed a rate case at the FERC. However, these interstate pipelines do file annual and semi-
annual trackers to recover the cost of items such as fuel, electric power, environmental 
activities and third party transportation charges, permissible under tariffs that are on file 
and approved by the FERC. When these tracker filings have the potential to impact 
reliability and or cost to its customers, CPA intervenes in these dockets. 

 
Interstate Pipeline Developments 
 

Natural Gas Sources 
 

         As the production of natural gas has increased in the Marcellus shale region, a 
surplus of gas has developed in the region. As a response to this surplus, interstate 
pipelines are developing new capacity to move gas safely and reliably from the region to 
areas with higher demand. Additionally, some interstate pipelines have been selling lesser 
used non-core assets, such as all or parts of gathering systems.  As such, all interstate 
pipelines are required to use FERC’s regulatory process to obtain authorization for such 
activities.  CPA monitors relevant construction and related filings at the FERC and 
intervenes on behalf of its customers as and when it is appropriate. 

Below are some examples of the projects in various stages in the Marcellus region 
by interstate pipelines that serve CPA. They depict the trends mentioned above and could 
potentially impact CPA’s operations and or its customers. 

 
Columbia GasTransmission (TCO) 

In 2013 TCO’s began to implement its Modernization Program (FERC Docket No. 
RP12-1021). The five year, $1.5 billion undertaking, comprised of many smaller projects, is 
designed to increase reliability and system integrity. No additional capacity is expected to 
come on stream as a result of the Modernization program. CPA intervened in this docket 
on behalf of its customers and continues to monitor the progress of the projects as well as 
the overall program. 

 
National Fuel Supply 

In the Northern Access 2015 Project (Docket No. CP14-100), National Fuel Supply 
(NFS) plans to add compression to enable it to provide an additional capacity of 140,000 
Dth per day, which will be leased to Tennessee Gas Pipeline. This project is valued at 
$65.7 million and CPA intervened in this docket on behalf of its customers. 
 22 



Columbia Gas of Pennsylvania, Inc. 
Exhibit No. 5 

Sheet 23 of 25  
 

Tennessee 
Tennessee Gas Pipeline filed for construction authorization in February, 2014 for its 

Niagara Expansion Project estimated to cost $27.5 million. The project scope includes 
new piping, compressor upgrades and is expected to provide an additional 158,000 Dth 
per day of capacity on Tennessee. CPA intervened in this docket (CP14-88) to protect the 
interests of its customers. 
 
Texas Eastern 

In January 2014, Texas Eastern filed for construction authorization for its Ohio 
Pipeline Energy Network Project (OPEN). The scope of this project includes pipeline 
construction and installation of compression at a total cost of $468.5 million. The project is 
designed to provide up to an additional 550,000 dekatherms (Dth) per day of firm 
transportation service from receipt points in Ohio to delivery points in the Gulf Coast area. 
Although CPA is not directly impacted by this project, it intervened in this docket (CP14-
68) to monitor the interests of its customers. 

 
Industry-wide Activities at the FERC 
 

One current activity at the FERC that could potentially have a direct impact around 
CPA’s operations and expenses centers on Gas Electric coordination. This issue has 
evolved over the years as generators across the country have begun to rely more on 
natural gas to fuel power plants. Some parts of the country are more affected by this trend 
than others. 

Over the years, both gas and electric industries have advanced proposals to better 
coordinate the two industries.   However, the FERC Commissioners have been growing 
increasingly concerned regarding electrical reliability in the Northeast. The polar vortex 
during the 2013-14 winter elevated these concerns due to greater dependency on the use 
of natural gas for power generation. With this as a backdrop, the FERC issued a NOPR 
(RM14-2) in March, 2014, which amongst other things, proposed changes to the gas day 
and scheduling timeline changes in the gas industry. The NOPR also recommended 
changes to the electric industry, and directed NAESB to develop a set of scheduling 
standards built on consensus between the gas and the electric industries. 

Under some proposals presented to NAESB, such as changing the start of the gas 
day, Local Distribution Companies, including CPA, would incur additional operating 
expenses with no benefits. To guard against unfair costs being passed on to its 
customers, CPA has been participating in this issue directly and has been collaborating 
with industry trade groups such as the American Gas Association (AGA) and North 
American Energy Standards Board (NAESB). 

 
           At the end of NAESB’s process, often referred to as the NAESB Forum, consensus 
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was reached in parts of the NOPR’s proposals that included changes in the Timely 
Nomination Cycles, Intra-Day cycles, etc. 

            However, consensus could not be reached on one important item: start of the gas 
day. The gas industry strongly favors maintaining the long established start of the gas at 9 
AM Central Clock Time (CCT). The electric industry, especially many generators in the 
Northeast, prefer a change to 4 AM CCT. 

Direct comments in the NOPR were due to the FERC in late November, 2014. CPA 
submitted direct comments and also joined like-minded groups, such the AGA and the 
Coalition for Enhanced Electric and Gas Reliability, in supporting their respective sets of 
comments. A decision by the FERC Commissioners is expected sometime in 2015. CPA 
remains concerned about a possible unfavorable decision by FERC regarding changing 
the start of the Gas day. As stated earlier, such a final rule would impact CPA’s operations, 
and result in both one time and ongoing costs. 

 
 

OFF-SYSTEM SALES AND CAPACITY RELEASE INCENTIVE PROGRAM  
 
           A market exists for NGDCs, such as CPA, to market unbundled and rebundled gas 
and capacity products to non-traditional customers.  CPA’s off-system sales and capacity 
release program provides CPA and its customers an opportunity to benefit from the 
unbundling of interstate pipeline services implemented by FERC Order 636. 
 
 CPA’s off system sales incentives began in January 1995 and capacity release 
incentives began in February 1996.  Several methods of sharing the revenue have been 
agreed to and utilized over the life of the off-system sales and capacity release programs.  
Sharing mechanisms have included fixed percentage sharing levels, fixed credits to the 
unit price of the PGC, and fixed minimum dollar credits to the PGC on an annual basis 
with a sharing percentage above that level.  The results of these programs have been 
positive for both the customer and CPA because the parties and the Commission have 
recognized the importance of a balanced incentive in these programs.   
 
 As a result of the Commission’s Order in the 2012 1307(f) case which addressed, 
in part, the expiration of CPA’s USM, it was resolved that CPA’s USM, as structured 
with the 75% customers / 25% CPA split, should continue indefinitely, absent 
Commission directive to the contrary. This order provided that in future proceedings 
parties may propose changes to the USM in their direct testimony. 
 

As a result of the Commission’s Order in the 2013 1307(f) case, slight modifications 
were made to the USM calculation with respect to the methodology utilized to apply 
applicable credits, however all other aspects of the USM remained unchanged.  As a 
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result of the Commission’s Order in the 2014 1307(f) case, Columbia has performed an 
evaluation of whether the existing allocation of USM credits between the PGCC and the 
PGDC within the PGC should be modified.  This evaluation is included herein in Exhibit 
No. 16. 
 
 
GAS PRICE HEDGING PLAN  
 
 Effective October 1, 2013, CPA suspended the acquisition of further financial 
hedges pursuant to its current Gas Price Hedging Plan.  All financial hedges acquired to 
that date will be held until expiration, and reflected in CPA’s Purchased Gas Cost (PGC).             
 
           The settlement agreement in the 2013 1307(f) proceeding (Docket Nos. R-2013-
2351073, C-2013-2354079, C-2013-2354106) included a provision that required CPA is  
to make  a recommendation in its 2015 PGC prefiling (this filing), regarding whether to 
resume the Gas Price Hedging Plan, establish some other hedging plan, or continue 
suspension of gas price hedging.  
 
 Since the settlement agreement, market conditions with respect to natural gas have 
remained consistent. Natural gas prices have remained generally stable and natural gas 
supplies are abundant. The increased drilling and the production of natural gas from the 
producing shale regions continue to flourish. Based on these conditions and pursuant to 
this provision, CPA recommends continuing the suspension of gas price hedging. 
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53.64(c)(6)  Each Section 1307(f) utility shall file with the Commission a statement of its 
current fuel procurement practices, detailed information concerning... its participation in 
capacity and release programs... 
 
 
Response: 
 
CAPACITY RELEASE   
 

During CPA’s pre-month strategy meetings, assumptions are finalized that lead to 
the determination of the level of capacity that can be released on a recallable and on a 
non-recallable basis, by pipeline.   

 
Once it has been determined that capacity is available for release, CPA provides 

widespread notice of the availability of such capacity to CPA’s capacity customer list via 
facsimile, telephone, email, or such other method as may be available and deemed 
appropriate. Included in the notice is a deadline date and time to respond. Once the bids 
are received, they are reviewed and awarded on a prearranged basis.  

 
The capacity is then posted on the respective Electronic Bulletin Boards (EBB) for 

each pipeline as applicable. The posted releases establish the requirements for each 
individual release relating to the term of the release, quantities, receipt and delivery points, 
minimal acceptable bid, the bid criteria utilized by the pipeline in choosing the best bid, and 
the right to recall the capacity. The bidding and awarding procedures then follow the 
procedures of the pipeline’s tariff with a contract being submitted to the assignee by the 
pipeline prior to the nomination deadline. 

 
 CPA has rights to firm transportation and/or storage capacity on Dominion 
Transmission, Equitrans, National Fuel, Texas Eastern, Tennessee, Columbia Gas 
Transmission, and Columbia Gulf Transmission.  
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53.64(c)(6)  Each Section 1307(f) utility shall file with the Commission a statement of its 
current fuel procurement practices, detailed information concerning the staffing and 
expertise of its fuel procurement personnel... 
 

Response: 

  CPA’s fuel procurement activities are conducted by its Supply and Optimization 
(SO) and Commercial Operations (CO) Departments.  Both departments are located in 
Columbus, Ohio and are dedicated to serving the gas supply management needs of CPA 
and its affiliated LDCs as part of the NiSource Corporate Services Company.   
 
 Michael D. Watson is the Vice President of Supply and Optimization while Heather 
Bauer is Vice President of Commercial Operations.  The positions under their supervision 
have been actively involved in the direct acquisition of gas supplies and the development 
and management of end user transportation programs since the beginning of open access 
transportation in 1993.  Summaries of the job descriptions for those Manager, Director and 
Gas Trader positions in the Columbus office associated with CPA’s fuel procurement 
activities are provided below. 
 
Director – Supply & Capacity Planning 
 
 To direct the planning, development, and implementation of Strategic Gas Supply 
Plans for the distribution companies; to direct economic feasibility studies to formulate the 
optimal gas supply and capacity mix; to recommend solutions to peak day and seasonal 
gas supply deficiencies; to enable each distribution company to achieve the company 
goals of reliability balanced with the least cost objective; to consult with marketers and 
other stakeholders in designing Customer CHOICE, to ensure that the distribution 
companies are properly evaluating and selecting their "least-cost" gas supply utilization 
options within the scope of each distribution company of Columbia's established business 
objectives; to direct the implementation of daily operations within the terms of each 
distribution companies contractual arrangements; and to plan, develop and direct the 
forecasting of daily and seasonal market requirements (core and non-core) under various 
gas operations planning scenarios, inclusive of the design peak day(s). 
 
 
 
Director – Transportation and Supplier Services  
 
 To direct all activities related to the management of all transportation programs 
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for the distribution companies of Columbia, including review and approval of end user 
nominations, billing of end user / marketers for transportation activities. Work with 
stakeholders to design and implement transport programs.  
 
Director – Supply Development 
 
 To direct the procurement and scheduling functions related to the implementation of 
the “least-cost” supply for firm customers for each of the distribution companies of 
Columbia. To direct back office operations related to payment of invoices, billing of trading 
partners, management of contracts and the negotiation of pipeline and supply contracts. 
 
Director – Gas Control 
 
 To direct the implementation of the daily gas supply operations of each of the 
distribution companies of Columbia to ensure implementation of the "least-cost" 
purchasing and operations strategies within the applicable contract limitations and supply 
delivery constraints for each company while ensuring safe, reliable service. To ensure 
compliance with all control room mandates and ensure control room best practices are 
implemented and maintained. 
 
 
Manager – Supply & Capacity Planning 
 
 To plan, develop and oversee the preparation of Strategic Gas Supply Plans for the 
distribution companies and the economic feasibility studies to formulate the optimal gas 
supply and capacity mix for each distribution company in order to achieve the goals and 
objectives of the Strategic Gas Supply Plan; to evaluate, and recommend as appropriate, 
alternative gas supply sources and projects to achieve the company goals of reliability 
balanced with the least cost objective; to analyze the impact of Customer CHOICE 
programs on the Company’s gas supply portfolio; to design and implement Customer 
CHOICE programs: to monitor and evaluate the potential impact of changing federal and 
state regulations, as well as supply availability and deliverability; to recommend gas supply 
strategies that enable each distribution company to continue to achieve its "least-cost" 
purchasing policy by securing and delivering competitively priced, reliable gas supplies. 
 
 
Manager - Gas Control 
 
 To plan, manage, and implement the daily gas supply operations of each of the 
distribution companies of Columbia to ensure implementation of the "least-cost" 
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purchasing and operations strategies within the applicable contract limitations and supply 
delivery constraints for each company while ensuring safe, reliable service. 
 
Manager - Engineering Services 
 
 To plan, develop and oversee engineering activities supporting development of a 
least cost supply portfolio; to initiate and evaluate distribution systems’ supply absorption 
capabilities; to coordinate city gate capacity requirements with upstream pipelines and 
District operational personnel; to recommend capacity changes to meet customer 
requirements; and to determine operational requirements for Customer CHOICE 
marketers in specific market areas. 
 
 
Manager – Supplier Services 
 
 To manage the reconciliation and approval for payment of gas supply, pipeline 
transportation, and storage invoices from numerous pipelines and suppliers; to manage 
the reconciliation, negotiation, and resolution of pipeline and supplier imbalances to 
minimize financial exposure; to provide General Accounting, Financial Planning, and 
Regulatory Services with information and advice necessary for proper accounting, cash 
forecasting and recovery of costs associated with these gas supplies; and to develop and 
maintain computer systems which track purchasing, movement and accounting of gas 
activity. 
 
Gas Trader 
 
 To negotiate long and short term gas purchase agreements required to meet 
customer demand in a reliable, cost effective manner and to negotiate the purchase of 
spot gas supplies from natural gas producers and marketers. 
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