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Cascade’s resource planning continues to focus on ensuring that the Company can meet
the needs of our firm gas sales customers in a way that minimizes costs over the long
term. Although some pipeline area zones indicate potential shortfalls, in aggregate,
through 2012, Cascade has sufficient upstream pipeline capacity. However, as we move
past the 2012-2013 winter heating season, primarily as a result of Cascade’s growth in its
residential and commercial customer base, Cascade’s capacity will fall short of its design
peak day demand forecast. As a result, Cascade is entering a period where it will need
to acquire additional resources to meet the growing needs of these core customers.
The following summarizes key findings from this plan.

Adequacy of Gas Supply

Physical gas supply is expected to be adequate to meet growing demand in the Pacific
Northwest and North America. New supply development technologies continue to
provide additional resources in British Columbia and the Rocky Mountain regions. Shale
gas from the Horn River Basin, Montney and Marcellus are likely to keep sufficient
supplies available in North America. Several sources believe that shale is set to
comprise more than a third of the US production by the mid 2020s. Well performance in
the Horn River play has improved over the past few years. Although players must
overcome a multitude of challenges, including a remote operating environment, water
availability and disposal issues, infrastructure constraints, and high upfront capital costs,
Canadian production and exports are anticipated to decline.

Still, due to on-going financial and regulatory issues, there is still some question as to
whether or not a new pipeline will transport Alaskan gas into the North American
market, or if it will be completed within the Company’s planning period. The Mackenzie
Gas Project, which would bring gas from the Canadian Arctic to Alberta, has pushed
out its start date to 2018 (from 2014) due to regulatory issues, incomplete financial
arrangements and staffing shortages. The Alaska pipeline project, designed to
deliver 4.5 (up to 5.9 Bcf/d under maximum compression) Bcf/d from Alaska’s North
Slope into Alberta and/or the US Lower-48, is not dead, with two competing projects still
officially in the works. The TransCanada-ExxonMobil Alaska Pipeline Project is expected
to file its draft Resource Reports to FERC in the coming months, although, like many
projects—it may expand to include an LNG option. Still, Lower-48 shale development has
called into question the ultimate need for this project but indicators are that eventually it
will get done around 2023.

Load Resource Balance

During this planning cycle, Cascade continued to evaluate the impacts on both its load
and resources and portfolio costs associated with its peak day planning criteria. Until the
2008 IRP, Cascade had historically utilized a system average of 65 heating degree days
(DD) for its peak demand forecast as it represented the coldest day recorded in
Cascade’s 60 plus years of weather history. However, the Company had only
experienced a 65DD once in its history (which occurred in 1968), and therefore
commencing with the 2008 Plan, the Company modified its design day criteria to
utilize the coldest day during the past 30 years. This modification reduced the peak
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day to 61DD which occurred as recently as 1990. The following graph shows the peak
day requirements compared to the Company’s existing pipeline capacity resources under
the various load growth forecasts. Shortfalls in the 2010/2011 period will be met through
citygate peaking resources.

Figure 1-A
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Analytical Methods

Cascade continues to utilize the SENDOUT™ model to assist with the analysis of
resource alternatives. SENDOUT™ is a linear optimization model that helps identify
the long-term least cost combination of resources to meet stated loads. The model
determines the optimal portfolio of resources that will minimize costs over the planning
horizon based on a set of assumptions regarding resource alternatives, resource costs,
demand growth and gas prices. Linear optimization models, such as SENDOUT™, are
basically deterministic. In other words, they solve the “least cost problem” based upon
the assumptions provided to the model. As a result, the Company, beginning with its
2007 IRP, expanded its uncertainty analysis through the purchase of Vector Gas™
(an add-on product) that facilitated the ability to model gas price and load (driven by
weather) uncertainty. The Monte-Carlo functionality was integrated in SENDOUT™
Version 12.5, which is the platform that Cascade used to prepare its integration analysis.
The Monte-Carlo modeling capability provides additional information to decision-makers
under conditions of uncertainty. The Monte-Carlo analysis was used in this plan to test
the physical and financial risks associated with the optimal portfolio from the basecase
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planning scenario. This tool provides a valuable enhancement to the robustness of the
Company’s resource planning.

Generic Resources

One of the purposes of Integrated Resource Planning is to identify an illustrative resource
portfolio to help guide specific resource acquisitions. In this planning cycle, the Company
considered a host of resource alternatives that can be added to its resource portfolio,
including additional conservation programs, incremental off-system storage alternatives at
MIST and AECO, additional transportation capacity on both Williams and GTN pipeline
systems, several of the proposed pipelines to move Rockies gas to the northwest, along
with on-system satellite LNG facilities, biogas, and imported LNG. Typically, utility
infrastructure projects are “lumpy”, since demand grows annually at a small percentage
rate, while capacity is typically added on a project-by-project basis. Utilities often
have surplus capacity and must “grow into” their new pipeline capacity, because it is
more cost effective for pipelines to build for several years’ worth of load growth at one
time than to make small additions each year. However, the Company can minimize the
impacts through the acquisition of citygate peaking resources which include both the
supplies and the associated pipeline delivery for a certain number of days or through the
purchase of other’s excess capacity through short or medium term capacity releases.

Analytical Framework

Traditional integrated resource planning would include analyses targeted at identifying
the optimal long-term resource portfolio to meet the demand of the gas utility’s
customers across a few customer growth and gas price scenarios. In this plan,
Cascade’s resource analysis includes 8 different scenarios that focus solely on gas utility
operations. In addition to scenario analysis, Cascade performed two different kinds of
Monte-Carlo analyses to examine a variety of risks as noted above.

Summary of Key Findings

e Cascade anticipates its core customer base will continue to grow over the
planning horizon and annual throughput is anticipated to increase between
1.181% and 1.49% per year.

e The projected costs for natural gas have declined significantly and long-term
prices are estimated to range between $3.75 to $6 over the planning horizon
compared to the $8 to $13 forecasted in the 2008 IRP. This improvement to the
long-term gas supply outlook is a stark contrast to the diminishing supply outlook
that was prevalent during the development of the Company’s 2008 IRP.

e The basecase results indicate energy efficiency programs with a levelized cost
of 70 cents per therm or less are cost-effective over the planning horizon, with
the price uncertainty analysis indicating that the levelized costs will likely range
between 64 to79 cents per therm. However, if carbon legislation is established
during the planning horizon similar to that described in Section 6, the cost-
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effectiveness limits could increase between 8 to 16 cents depending upon the
level of the costs and the timing of the implementation.

e As described in Section 6, the conservation potential analyses indicate that over
the 20 year planning horizon the technical potential associated with cost
effective conservation measures is 23,193,554 therms in Oregon and
44,275,021 therms in Washington for a combined total of 67,468,575 therms.

e Even with energy efficiency programs, Cascade will need to acquire additional
capacity resources or enter into other supply arrangements to meet anticipated
peak day requirements, primarily due to continued growth in the company’'s
residential and commercial customer base. On September 1, 2010 Williams
announced that the Blue Bridge I-5 corridor project had been shelved, and with
uncertainty surrounding the likelihood of Palomar being built, Ruby Pipeline is
emerging as a possible transportation resource to bring Rockies supplies to
central Oregon, via Malin and backhaul service on GTN. Ruby went on line this
year and has been running at near capacity since its in-service date. Utilizing
the SENDOUT™ resource optimization model, several scenarios were run to
test the viability of acquiring Ruby capacity either based on existing recourse
rates, discounted rates and via capacity release through a third party.
Incremental and corresponding GTN Malin north capacity was also modeled at
recourse (secondary firm) and higher pricing levels. Basin prices in the model
over the 20 year planning horizon have Rockies trading at a slight discount to
AECO, Malin and Sumas ($0.06 - $0.15). Regardless of the scenarios modeled,
SENDOUT™ consistently selected Ruby capacity in a range of 17,000 to
approximately 19,000 dths/day.

e Many of the proposed pipeline projects will not be viable resources for some
time. In the interim, capacity shortfalls will be met through the use of peaking
and citygate gas supply deliveries which will utilize third-party (non-Cascade)
upstream pipeline transportation.

o Satellite LNG facilities that are located within Cascade’s distribution system are
also attractive alternatives. Satellite LNG may alleviate the need for incremental
pipeline capacity and to the extent the facility could be strategically located on a
portion of the distribution system, it could provide the further benefit of
eliminating or reducing distribution system constraints. Cascade has considered
bio natural gas (BNG) as an alternative, but at the time of this writing, there are
no viable projects available to our distribution territory. Regardless, prior to any
BNG supplies being added to the portfolio, gas quality issues will need to be
satisfactorily addressed. In addition to Cascade, upstream pipelines, such as
Northwest Pipeline are beginning to address gas quality issues regarding BNG.
We will continue to monitor our market intelligence sources to see if viable BNG
opportunities develop.
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None of the proposed LNG projects are within Cascade’s distribution system.
Many of the initially proposed LNG import facilities located in the Pacific
Northwest (Bradwood Landing, Jordan Cove) would require backhaul capability
or additional infrastructure on upstream pipelines in order to reach Cascade’s
distribution system. However, each of these facilities appears to be looking to
export as opposed to import. This has made it questionable whether or not to
include these as alternative resources as part of the 2011 IRP. Cascade was
faced with a similar situation regarding LNG--prior to September 19, 2008, LNG
supplies sourced at Kitimat were selected as part of the least cost-portfolio mix,
however, on September 19, 2008, Kitimat LNG announced that the development
focus of the facility would switch from a regasification to a liquefaction facility,
making Kitimat an exporter, rather than an importer of natural gas. Kitimat did
leave open the possibility of providing regasification in addition to liquefaction.
As of this writing, it appears that Kitimat will focus on exporting natural gas,
particularly given the huge supply of shale gas from northeastern British
Columbia. The company did analyze the other two LNG options in the Northwest
(Bradwood and Jordan Cove) along with the incremental pipeline capacity that
would be necessary to reach Cascade’s service territory and found that based
on preliminary cost estimates that model preferred the Ruby and Malin
transportation resources over the import LNG options. Since there was
uncertainty about these facilities during the initial SENDOUT™ scenario model
runs set up in summer 2011, we chose to leave the analysis of these facilities in
the 2011 IRP. It should be noted that neither Bradwood nor Jordan Cove were
selected as part of the basecase portfolio. The company will continue to
monitor the impact of various imported LNG options (both import and export) and
update its modeling assumptions as more information becomes available.

20 year portfolio costs, on a Net Present Value (NPV) basis, are expected to
range between $2,448,210,000 to $3,216,376,000 for the planning period, with
an average cost per therm ranging between $.354748 and $.447916.

Use and Relevance of the Integrated Resource Plan

Cascade’s Integrated Resource Plan provides the strategic direction guiding the
Company’s long-term resource acquisition process. The plan does not commit
Cascade to the acquisition of a specific resource type or facility, nor does it preclude the
Company from pursuing a particular resource or technology. Rather, the plan identifies
key factors related to resource decisions and provides a method for evaluating resources
in terms of their cost and risk. Cascade recognizes that integrated resource planning
is a dynamic process reflecting changing market forces and a changing regulatory
environment.
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Section 2

Introduction and Planning Overview
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Company/Service Area Profile - Customers, Resource Maps

Beginning in 1953, Cascade Natural Gas Corporation began acquiring small local gas
distribution companies in anticipation of the construction of an interstate pipeline to bring
natural gas into the Pacific Northwest in 1956. The pipeline began in New Mexico and
moved northwesterly into the northeast corner of Oregon and on into Washington, to the
Canadian border near Sumas, Washington. Cascade's distribution system tapped into the
pipeline at many places in Oregon and Washington. Usually, an industrial operation located in
the area made it economically feasible for Cascade to construct its initial distribution system to
serve the industrial customer and then branch out from there to serve the residential and
commercial communities in the nearby area.

Today, Cascade's service territory covers about 32,000 square miles and extends over
700 highway miles from end to end, encompassing a richly diverse economic base as well as
varying climatologically areas (see service area map, Figure 2-A). Cascade serves 96
communities throughout Washington and Oregon consisting of about 260,000 customers. All
of the communities Cascade serves are small cities and towns. This makes Cascade unique
in the gas distribution business in the Pacific Northwest. Cascade's customer base currently
includes approximately 226,000 residential customers, 33,000 commercial customers, and
700 industrial customers. Cascade's sales volumes reflect the ratio of approximately 75% in
Washington and 25% in Oregon.

Bundled vs. Unbundled Service

Since Cascade began distributing natural gas in the Pacific Northwest, the Company has
offered its customers a “bundled” natural gas distribution service. This bundled service
included purchasing the gas supply, transporting that supply to Cascade's city gate, and
distributing that transported supply to each Cascade customer through the Company’s
local distribution system. Customers receiving traditional bundled services are referred to as
core customers. In 1989, Cascade “unbundled” its rates and as a result approximately

200 of the 700 industrial customers have elected to become "non-core" customers. These
customers have made the choice to rely on alternative methods of service rather than the
traditional bundled gas supply and pipeline transportation services available to core customers
for their gas requirements. Therefore, providing gas supply and transportation capacity
resources to non-core customers is not considered part of this Integrated Resource Plan as
such resources are separate from the supply and capacity contracts for the core customers
who continue to utilize Cascade’s bundled system gas supplies and capacity. Although the
resource needs for non-core customers are not included in either the conservation or supply
side resource analysis, their contracted peak day delivery is considered in the distribution
system planning analysis discussed in Section 4.

For the Calendar year ended December 2010, Cascade's 226,000 residential customers
represented approximately 13% of the total natural gas delivered on Cascade's system, while
the 33,000 commercial customers represented approximately 10% and the 500 core market
industrial customers consumed approximately 2% of total gas throughput.

11
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FIGURE 2-A
@ Bellingham
B Mt. Vernon
Bremertonm Seattle
B Aberdeen B Wenatchee
0 ac Lake
Yakima @ Moses Lake
B Longview @ Sunnyside
Kennewick m Walla Walla
Hermiston® @ Pendleton
Baker City m
® Bend Legend
Ontario =

Service Area
B Distnce Offices

W Headquarters

The remaining 200 non-core industrial customers represented about 75% of total throughput.

Cascade purchases natural gas from a variety of suppliers and transports gas supplies to its
distribution system via two natural gas pipeline companies. Williams’ Northwest Pipeline GP
(NWP) provides access to British Columbia and domestic Rocky Mountain gas while the Gas
Transmission Northwest (GTN) provides access to Alberta gas. Cascade also holds
transportation contracts upstream of these systems on TransCanada Pipeline’s Foothills
Pipeline (formerly ANG) and Alberta System (also known as NOVA), as well as on
Westcoast Energy, Inc. (Spectra Energy).

IRP Guidelines and Policies

Cascade utilizes integrated resource planning to maximize the efficiencies of the Company’s
utility operations. The planning process includes an assessment of current and future gas load
requirements, the possible resource options for serving the projected load requirements, and a
selection of the set of least cost resource alternatives with acceptable level of reliability
through the use of an optimization model. Monte-Carlo simulation tools

12
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are utilized to further analyze the results of the optimization model to quantify the range of
uncertainty in market price and demand due to changes in weather.

Cascade is subject to regulatory oversight by the Washington Utilities and Transportation
Commission (WUTC) and the Oregon Public Utility Commission (OPUC). Each commission
has established a set of guidelines or rules, which the company’'s plan must meet. In
Washington those guidelines are contained in WAC 480-90-238 and in Oregon the guidelines
are found in the Commission Order No. 07-002 in docket UM 1056. In general, both
Commissions’ guidelines require that the utility develop a range of demand forecasts, examine
all feasible resources for meeting that demand whether they are supply-side or demand side
and compare them on an equal basis, considering the uncertainty over the planning horizon,
develop a 2 year action plan and involve the public and the various stakeholders in the
planning process.

Cascade believes that its IRP meets the substantive requirements of both the Washington and
Oregon Commissions. This IRP includes a range of demand forecasts that
encompass the anticipated forces, both economic and weather-driven, that will impact the load
forecasts over the planning horizon. The demand side resource section includes an
assessment of technically feasible improvements in the efficient use of natural gas. The supply
resource section includes a discussion of the supply side resource options available
including an assessment of conventional and commercially available non- conventional gas
supplies, an assessment of opportunities for additional company-owned and contracted
storage, and an assessment of the Company’s existing pipeline transportation capability and
reliability along with the opportunity for incremental pipeline transportation resources. The
integration section provides a comparative evaluation of the cost of the various resource
options on a consistent and comparable method. The resource integration section also
describes the integration of the demand forecast and resource evaluations into a long range
resource plan describing the strategies designed to reliably meet current and future needs at
the lowest reasonable cost to Cascade's ratepayers. The short-term action plan describes the
specific actions the utility will take to implement the long-range integrated resource plan during
the next two years and reports on the Company’s progress in meeting its prior 2-year action
plan goals.

Cascade believes all resources described in this IRP have been evaluated on a consistent and
comparable basis through the use of its optimization model. Uncertainty has been considered
in each component of this plan. The demand forecast includes a reasonable range of
uncertainty as quantified in the low, medium and high load growth scenarios along with
the additional simulation analysis calculated through SENDOUT’s™ Monte-Carlo functionality
that assesses the impacts of weather on the load forecasts. The demand side and supply side
resource sections describe relative uncertainties regarding reliability, cost and operating
constraints and external costs.  Uncertainties associated with the environmental effects of
carbon emissions have also been included through an analysis of the impact of carbon
legislation on the portfolio. Price volatility and market risks and their impacts on the
Company’s long-term resource portfolio have been assessed through the use of the
SENDOUT™ model.

13
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To involve public interests in the development stages of this IRP, Cascade has a
Technical Advisory Group (TAG). Three meetings were held to discuss the major IRP topics
including the demand forecast, distribution system planning, demand side resources,
supply side resources, and resource integration and uncertainty analysis. The TAG meetings
were helpful to Cascade as questions were answered and varying points of view were
explored. Appendix A-2 contains an outline of the meeting content, a list of participants and
the presentation materials.

Appendix A-3 provides additional information regarding the specific requirements or
guidelines for each commission and how the company has met those requirements.

Resource Decision Making Process Overview

Cascade makes resource decisions based on the best quantitative and qualitative
information available. The IRP tools that are continually evolving assist Cascade in
formulating energy resource decisions in a logical, consistent and comparable manner. The
steps outlined below are those utilized by Cascade for both its short-term and long- term
resource decisions:

Construct a range of possible demand forecasts for the core market.
Calculate avoidable distribution system enhancement costs.

Provide the optimization model the existing supply side and demand side resource
options need to meet demand.

4, Run the optimization model to identify resource needs including the types of
resources and their timing requirements. The existing portfolio is modeled under
a range of demand forecast conditions.

5. Identify incremental supply and demand side resources to satisfy a range of
incremental growth scenarios.

6. Run the optimization and Monte-Carlo simulation models to assist in determining
the best- fit portfolio given an expected range of forecasted core loads and
operating conditions.

The resource decision-making process is dynamic and ongoing and the Company’s
resource strategy must constantly evolve to reflect dynamic market forces and a continually
changing regulatory environment. This IRP document represents a snapshot in time similar
to a balance sheet. It is not meant to be a prescription for all future energy resource
decisions as conditions will change over the planning horizon and will impact areas covered
by this IRP. Rather, this document is meant to describe the currently anticipated conditions
over the long-term planning horizon, the anticipated resource selections and most
importantly the process for making resource decisions.

14
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Disclaimer —Important notice

Cascade makes the following cautionary statements in its Integrated Resource Plan and
appendices to make applicable and to take advantage of the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995 for any forward-looking statements made by
or on behalf of Cascade. This Plan, its appendices, and any amendments or supplements to
it, includes forward-looking statements, which are statements of expectations, beliefs, plans,
objectives, and assumptions of future events or performance. Words or phrases such as
“anticipates”, “believes”, “estimates”, “expects”, “intends”, “plans”, “predicts”, “projects”, “will
likely result”, “will continue” or similar expressions identify forward-looking statements.

Forward-looking statements involve risks and uncertainties which could cause actual results
or outcomes to differ materially from those expressed. Cascade’s expectations, beliefs and
projections are expressed in good faith and are believed by the Company to have a
reasonable basis; however, there can be no assurance that Cascade’s expectations, beliefs or
projections will be achieved or accomplished.

Any forward-looking statement speaks only as of the date on which such statement is made
and except as required by law, Cascade undertakes no obligation to update any forward-
looking statement to reflect events or circumstances after the date on which such statement is
made or to reflect the occurrence of unanticipated events. New factors emerge from time to
time and it is not possible for management to predict all such factors, nor can it assess the
impact of any such factor on the business or the extent to which any factor, or combination of
factors, may cause results to differ materially from those contained in any forward-looking
statement. These materials and any forward-looking statements within them should not be
construed as either projections or predictions or as business, legal, tax, financial, or
accounting advice and should not be relied upon for any such purpose.

15
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Section 3

Demand Forecast
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Each year Cascade develops a 20-year forecast of customers, therm sales and peak
requirements for use in short (annual budgeting) and long-term (distribution and integrated
resource planning) planning processes. This forecast is a robust portfolio of estimates
created by enhancing a single best-estimate forecast with various potential economic,
demographic and marketplace eventualities into low, medium and high growth  forecast
scenarios. The scenarios are used for distribution system enhancement planning
and as inputs in optimization models to determine the least cost portfolio of supply and DSM
resources.

Forecast Methodology

Cascade begins the forecast process by developing three 