
Manage gas 
commodity.

Process: 10.1.4 Manage Financial Risk – Derivatives
Owner: Gas Supply, Mark Sellers-Vaughn

Gas Supply 
Operations meets 
with consultant to 
evaluate proposed 
derivative usage.

Gas Supply 
requests bids from 
3 Counterparties.

Derivative usage 
necessary?

Gas Supply 
performs 

derivative analysis.

Derivative 
Analysis

GSOC authorize 
HEP?

Gas Supply 
confirms against 
list of approved 
Counterparties 
received from 

Treasury.

Transaction agreement 
is finalized with Gas 

Supply along with WA/
OR allocation and 
communicated to 

Cascade Accounting.

Gas Supply and Cascade 
Accounting create 

summary reports of all 
transactions and 

distribute in 
management reports.

End

P3P2

Gas Supply 
selects best 

proposal 
within GSOC 

guidelines

Yes

Yes

No

No

P1

GSOC Reviews HEP



MDUR Treasury Services 
develops list of 

Counterparties for 
derivative transactions.

Treasury maintain 
list of 

Counterparties 
with derivative 

transaction 
capabil ities.

Treasury performs 
credit review, 
quarterly or as 

requested, and LT 
credit rating 

assessment of each 
Counterparty.

Assistant 
Treasurer reviews 

and approves 
Counterparty for 

derivative 
transactions.

From 
P 1

Do the 
Counterparties credit 

rates meet the 
Derivative Policy 

criteria?

Cascade or MDUR & 
Counterparty agree 

on ISDA terms & 
conditions?

Execute ISDA.

Gas Supply and 
Treasury negotiate 

financial ISDA terms 
and conditions.

Treasury 
communicates new 
Counterparties and 

distribute official 
Counterparty l ist.

Legal reviews ISDA. End

Does the Counterparty 
have the capability or 

desire to be a 
Counterparty to 

Cascade?

Process: 10.1.4 – Manage Financial Risk – Selection of Counterparties
Owner: MDUR Treasury Services, Garrett Senger

Yes Yes

Yes

No

No

No

P2



Process: 10.1.4 Manage Financial Risk – Cascade Accounting
Derivative Mark to Market Process (Part I of II)
Owner: Accounting and Finance, Kevin Conwell

Gas Supply forwards copies of 
all new physical & financial 

contracts 3 months or longer 
to Cascade Accounting.  Gas 
Supply and Accounting meet 

monthly during buying season 
to discuss specifics of new 

contracts.

Cascade 
Accounting 

reviews 
contracts for 

FAS 133 
derivative 
accounting 
treatment.

Does FAS 133 Apply? (Is 
contract a derivative?)

Contract is subject to 
mark to market 

accounting treatment 
and is added to the 

mark to market 
valuation 

spreadsheet.

On Day-1 CNGC receives 
Amerex Pricing Report 

via email.  This is an 
independent market 

pricing report used to 
verify Counterparty info.

During Days 1 – 3 Gas 
Supply obtains mark to 
market reports from all 
hedging Counterparties 

and forwards to Cascade 
Accounting.

Accrual accounting 
applies.  File 

contract with FAS 
133 checklist 

documentation.

End

Cascade Accounting uses the 
Counterparty mark to market 

statements to update the M2M 
valuation spreadsheet and calculate 
Current and Non-Current Derivative 

Assets and Liabilities.  M2M 
spreadsheet is also updated for CM 
info and formulas are reviewed. 1

On day 5, Corp Accounting 
staff receives unbilled 

allocation percentages for the 
month from the Gas Cost 

Accountant and inputs these 
numbers into the M2M 
valuation spreadsheet.

To P4

No

P3

Yes

1 Kevin, do not separately get counterparty prices, only get counterparty fair 

value estimates for contracts not yet settled.

Cascade does not 
elect hedge 

accounting as 
volatility is recorded 

through the PGA.

Comparison of M2M 
valuation of Cascade’s and 
Counterparty’s. Does M2M 

valuation reconcile?

Troubleshoot by comparing 
M2M spreadsheet by 
Counterparty to the 

individual Counterparty 
reports and resolve 

differences.

No



Cascade Accounting staff does a 
reconciliation of all derivative 
asset/liability and regulatory 
asset/liability accounts to the 

Counterparty statements, both 
for mark to market value and 

total volume of contracts.

From 
P3

Does M2M valuation 
spreadsheet reconcile 

to Counterparty 
statements?

Troubleshoot by comparing 
M2M spreadsheet by 
Counterparty to the 

individual Counterparty 
reports and resolve 

differences.

Cascade 
Accounting Staff 

prepares 
Derivative JE as 

approved.

Accounting Manager reviews JE, mark 
to market valuation spreadsheet, 
reconciliation, and Counterparty 

statements, including credit risk on 
valuation, for accuracy and recalculates 

current vs noncurrent classifications, 
allocation percentages, GL coding, and 

recalculates the BS line items.

After JE is posted, 
Accounting Staff ties the 
GL Balances to the M2M 

reconciliation page.

For settlements; 
see P5

See Process 
10.2.4 Month 

End Close

Process: 10.1.4 Manage Financial Risk – Cascade Accounting
Derivative Mark to Market Process (Part II of II)
Owner: Accounting and Finance, Kevin Conwell

Yes

No

P4



Process: 10.1.4 Manage Financial Risk – Cascade Accounting
Derivative Settlement Process (Financial Hedges)
Owner: Accounting and Finance, Kevin Conwell

From 
P4

Add contract to 
applicable 

allocation tab of the 
settlement 

spreadsheet.

On Day 2 of ME 
close, Gas Supply 
forwards first of 

month index prices 
to Cascade 

Financial Analyst.

Cascade Financial Analyst 
inputs first of month prices 

into Current month’s 
settlement spreadsheet.  
Spreadsheet calculates 

total due to or from each 
Counterparty.

By Day 2, Gas Supply gives 
Financial Analyst their 
settlement calculation 

numbers by Counterparty 
approved by Manager of Gas 

Supply.

Locate differences, 
compare to 

contract info, and 
resolve with Gas 

Supply.

Financial Analyst ties Gas 
Supply’s settlement 
numbers to Cascade 

Accounting’s settlement 
spreadsheet. Do they 

tie?

Gas Cost Accountant 
prepares requests for 

invoices or wire transfers 
as applicable, shares with 
accounting, and obtains 

authorizing signature from 
Gas Supply.

Finance and accounting 
reviews requests for 
invoices and AFP for 

accuracy and appropriate 
signatures. Accurate?

If not accurate, 
requests are 
revised and 

reviewed again.

Request for invoice 
sent to Customer 

Accounting, 
requests for wire 

transfer sent to AP 
by Day 4.

At end of month, 
Corp Accounting 
accounts for this 

settlement.

To Process 
10.2.1 Accounts 

Payable.

Cascade Accounting Staff 
compares all contracts in 

settlement spreadsheet that 
settle in the current month 

to M2M spreadsheet 
contracts list to ensure 

completeness.

Financial Analyst 
compares copies of wire 

txrs & invoices to 
settlement spreadsheet to 

verify accuracy of 
spreadsheet.  Should be 
able to reconcile total in 
settlements account to 

settlements spreadsheet.

Financial Analyst inputs 
allocation percentages into 
settlement spreadsheet in 

appropriate tabs.  The 
percentages allocate the 

settlement amounts between 
WA and OR gas cost expense.

Cascade Accounting staff 
checks allocation amounts for 

reasonableness and checks 
total allocated against total 

settlement amount. Reconcile?

JE is posted unapproved 
and reviewed by another 
Corp Accounting Staff.  If 

approved, then JE is 
approved and posted.

Gas Cost Accountant 
completes Gas Cost 

reconciliations.  See Process 
10.2.4 ME Close.

P5

No

Yes

No

Yes

Yes

Troubleshoot 
for spreadsheet 

errors.

No
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