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A. DEMAND FORECAST REVENUES AND MARGIN 

 Reference: DEMAND FORECAST REVENUES AND MARGIN 1.0
Exhibit B-1-1, pp. 7, 10 
Proposed rate deferral mechanism 

Pacific Northern Gas Ltd. (PNG) seeks approval in the Amended Application to create a short term 
interest bearing rate deferral account in 2018, to levelize the impact of the combined net revenue 
deficiencies for 2018 and 2019, to be fully amortized in 2019. 
 
1.1 Please explain why PNG has proposed a short term interest rate for the rate deferral account. 

1.2 Please describe any alternatives to the proposed rate deferral account that were considered by 
PNG in order to address rate volatility between 2018 and 2019. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 2.0
Exhibit B-1-1, Section 2.1, pp. 25-28 
Commercial deliveries and margin 

On page 27 of Exhibit B-1-1, PNG states: “[…]forecast gas deliveries for 2017 included a provision for the 
supply of camp gas for a liquefied natural gas project to be situated in Kitimat. This project has been 
delayed therefore no volumes have been included in the 2018 and 2019 forecast amounts.” 

 
“The commercial transport group, consisting of Small Commercial Transport (RS22) and Large 
Commercial Transport (RS24), has increased by approximately 3,000 GJ compared to Decision 2017.” 
 
2.1 Please provide a volume breakdown clearly showing the effects on demand caused by the 

reclassification of small and large commercial sales customers, and the forecast demand 
increase attributed to existing small and large commercial customers. 

2.1.1 Please explain why deliveries for large commercial transport customers increases by 
9,000 GJ between 2017 and 2018, and decreases by 3,500 GJ between 2018 and 2019. 

2.2 Please explain the main reasons for the increase of approximately 43,000 GJ in small commercial 
firm demand. 

2.3 Under which sales class does the liquefied natural gas project in Kitimat fall? Please provide the 
associated volume decrease for this project in Test Year 2018 as compared to Decision 2017. 

2.3.1 Could this project come online prior to 2019? How would this affect forecast gas 
deliveries? 

2.4 Please confirm that the increased demand in the commercial transport group demand consists 
of Small Commercial Transport (RS22) and Large Commercial Transport (RS33), as detailed in 
Table 9: Forecast Gas Deliveries, as opposed to RS 22 and RS 24, as indicated on page 27 of the 
Amended Application.  

2.5 Please account for the variance in demand between 2017 Actual deliveries and 2017 Decision 
deliveries for Large Commercial Firm (Rate 3) customers. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 3.0
Exhibit B-1-1, Section 2.1, pp. 25-28 
Seasonal Off Peak/NGV Deliveries 

3.1 Please explain the cause of the variance in Seasonal Off-Peak Deliveries in 2017 Actual as 
compared to Decision 2017. 
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3.1.1 Please explain if the variance between Actual 2017 and Decision 2017 deliveries for NGV 
is related to the single company that is no longer selling or using compressed natural 
gas, as described on page 27 of the Amended Application. If this is related to other 
factors, please explain. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 4.0
Exhibit B-1-1, Section 2.1, pp. 25-28 
Industrial deliveries 

On page 28 of Exhibit B-1-1, PNG states: “The Small Industrial Transport class demand is forecast to 
decrease by 3,000 GJ in 2018 compared to Decision 2017, and 2019 reflects a further decrease from 
2018 of approximately 40,000 GJ. These forecasts reflect responses from PNG-West’s annual customer 
surveys.” 
 
4.1 Did PNG consult with all Small Industrial Transport customers? 

4.1.1 Please provide the number of surveys conducted, and the number of responses PNG 
received. How many responses were received relative to the number of customers? 

4.2 Please discuss the main reasons for the decrease of 40,000 GJ from 2018 to 2019. 

4.3 What is the likelihood that customers could increase demand throughout the year? 

4.3.1 Are customers required to provide PNG with an adequate lead time before additional 
demand is required? If so, what lead time is required? 

4.4 Please provide the annual demand volumes associated with each of the new pellet plant in 
Smithers, BC, and Ridley Island Propane Export Terminal (RIPET), a small industrial customer, for 
Test Year 2019. 

4.5 Please explain the reasons for the Small Industrial Sales (Rate 4) variance in deliveries in Actual 
2017 as compared to Decision 2017. 

4.5.1 Why is the forecast for Small Industrial Sales (Rate 4) customers for 2018 test year 
deliveries below 2017 actual deliveries when there is an anticipated 52,000 GJ increase 
due to the Smithers pellet plant? Please elaborate. 

On page 28 of the Amended Application, PNG states: “For Test Year 2018, Rio Tinto Alcan (RTA) 
has indicated a decrease in forecast deliveries that are in line with recent historical usage, and 
has provided PNG-West with a notice to reduce their contract demand by 10% temporarily for 
the period November 2018 to October 2019.” 

4.6 Table 9: Forecast deliveries shows that since 2013, actual RTA deliveries have increased year 
over year. What period is PNG referring to that indicates a decrease in forecast deliveries in line 
with recent historical usage? 

4.7 Please provide calculation details clearly explaining how the increase in T-South heating value 
change from 39.0 MJ per m3 to 40.0 MJ per m3 results in approximately 40,200 GJ and $121,000 
in Test Year 2018 deliveries. 

4.7.1 Assuming the T-South heating value remained the same, what effect would the 
reduction in RTA demand have on deliveries and margin between 2017 Decision and 
Test Year 2018 Deliveries? 

4.8 Please provide the annual demand from which PNG calculated the RTA demand reduction of 
99,144 GJ between Test Years 2018 and 2019, relating to the period January to October. 
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Page 28 of Exhibit B-1-1 states: “The BC Hydro deliveries forecast is based on the assumption BC Hydro 
will be operating its Prince Rupert generating station as a backup facility. The 24,000 GJ figure is 
consistent with historical deliveries during those years when BC Hydro has operated its generating 
station on a standby basis” 
 
4.9 BC Hydro deliveries have ranged from 20,800 GJ to 136,550 GJ for the period 2013 actuals to 

2017 Decision, indicating BC Hydro operated this generation facility more frequently in some 
years. Please explain how this figure of 24,000 GJ is consistent with historical deliveries. 

4.10 Over which historic period did PNG use to calculate this 24,000 GJ demand? 

4.11 Which years are consistent with the period that BC Hydro operated its generation station as a 
backup facility? Which are not? 

4.12 Where demand is greater than 24,000 GJ, did BC Hydro operate its generating station differently 
than on a standby basis? What is the frequency that this generation station was in operation in 
those years? 

4.13 What is the probability that BC Hydro’s annual demand profile for Prince Rupert generating 
station will be greater than 24,000 GJ in 2018 and 2019? 

4.14 Please confirm, or explain otherwise that PNG-West contacted BC Hydro to obtain feedback on 
how it plans to operate the generation facility. 

4.15 Did BC Hydro confirm they would continue to operate Prince Rupert as a backup facility? Please 
discuss. 

4.15.1 How does PNG-West ensure that there is sufficient capacity to meet BC Hydro’s demand 
if Prince Rupert is operated on a basis other than a backup facility? Please explain. 

 
 Reference: DEMAND FORECAST, REVENUE AND MARGIN 5.0

Exhibit B-1-1, Section 2.2, pp. 28-31 
Company use gas requirements 

On page 30 of Exhibit B-1-1, PNG states: “The components of the company use gas such as Station 
Heating, Office and Shop Heating, In House Consumption and Blowdown -Operating tend to be fairly 
consistent with Decision 2017, the exception being an increase in compressor fuel.” 
 
5.1 Please explain the increase of 17.3 percent and 8.7 percent in compressor fuel for the years 

2018 and 2019 respectively? 

5.1.1 How is the usage of compressor fuel correlated to total deliveries? 

5.2 Why is company gas use for compressor heating lower between 2017 Decision and Test Year 
2018, but higher in Test Year 2019 when there is an increase in total deliveries year over year 
during the same period? 

5.3 Is office and shop heating correlated with total deliveries? If yes, please explain why. If not, 
please explain how these requirements are calculated. 

 



File 56492 | BCUC Information Request No. 1 to PNG 5 of 42 

B. OPERATING AND MAINTENANCE EXPENSES 

 Reference: OPERATING AND MAINTENANCE EXPENSES 6.0
Exhibit B-1-1, pp. 34 
Investigative digs and repairs 

On page 34 of its Application PNG states that for “For Test Year 2018, the forecast expenditure for 
investigative dig activity is $511,000, comparable to $500,000 forecast under Decision 2017.” 

 
6.1 Please provide the Actual 2017 investigative digs and repairs expense and explain any variance 

between Test Year 2018 and Actual 2017. 

 Reference: Operating Expenses 7.0
Exhibit B-1-1, Sections 2.3.1 and 3.2.2.1, pp. 33-34 and pp. 126-127; 
PNG-West 2016-2017 Revenue Requirements Application (RRA) proceeding, 
Exhibit B-4, BCUC IR Nos. 8.1 and 8.2 
Account 665 – Pipelines 

On page 127 PNG states: 

The actual costs for 2017 included in this account are $107,000 or 5.5% greater than 
those approved under Decision 2017. This is primarily due to regular labour incurred for 
temporary line repairs as a result of the Kleanza Creek and Copper River washouts in 
late 2017, and to contractor charges incurred for the review and update of procedures 
associated with integrity management planning. 

7.1 Please confirm that costs related to: (i) the temporary line repairs as a result of the Kleanza 
Creek and Copper River washouts; and (ii) the integrity management planning are not forecast 
to occur in Test Years 2018 and 2019. 

7.1.1 If not confirmed, please explain, and provide the total forecast cost for this account 
related to: (i) and (ii) above and a breakdown of the amounts by test year. 

On page 33 PNG states: 

The In-Line Inspection (ILI) program is a key component of PNG’s pipeline integrity 
management plan and is primarily based on running two types of tools, a Magnetic Flux 
Leakage (MFL) tool that is primarily used to detect metal loss due to external and 
internal corrosion, and a caliper tool used to detect deformities such as dents and 
ovality. 

7.2 Please confirm that PNG’s planned integrity management activities and forecast expenditures 
for Test Years 2018 and 2019 align with the integrity management plan submitted to the Oil and 
Gas Commission. If not confirmed, please explain. 

In response to BCUC IR 1.8.1 in the PNG 2016-2017 RRA proceeding, PNG provided the following table: 
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7.3 Please provide a similar table as the above for the following years: Actual 2016, Decision 2016, 
Actual 2017, Decision 2017 and Test Years 2018 and 2019. 

7.4 Please provide explanations for any variances greater than $50,000 or 10 percent compared to 
the previous year actual or the Decision, if not already provided on pages 33-34 of the Amended 
Application. 

In response to BCUC IR 1.8.2 in the PNG- 2016 RRA proceeding, PNG provided the following table: 

 
 
7.5 Please provide the same breakdown for the “Other” category of expenses in Account 665 for: 

Decision 2016, Decision 2017, Test Years 2018 and 2019 and actuals for 2016 and 2017 (if 
available). 

 Reference: Operating Expenses 8.0
Exhibit B-1-1, Sections 2.3.2, 3.2.1.1 and 3.2.2.1, pp. 34-35, 119-120 and pp. 126-127 
Account 666 – Compressors 

On page 120 PNG states: 

The actual costs for 2016 included in this account are $96,000 or 19.0% greater than 
those approved under Decision 2016. This is primarily due to labour and contractor 
costs being over budget amounts due to service and repair of relief valve and to 
operations supplies showing as being over budget due to the incorrect recording of R1 
odorant purchase to this account when the budget amount was provided for in Account 
675. 

On page 127 PNG states: 

The actual costs for 2017 included in this account are $135,000 or 31.7% greater than 
those approved under Decision 2017. This is primarily due to greater than forecast 
labour costs due to the pending retirement of a compression station operator and to 
unplanned costs for relief valve overhauls following a regulatory inspection. 

On page 34 PNG states: 

Forecast Test Year 2018 costs of $480,000 are $56,000 or 13.1% higher than Decision 
2017. This increase is primarily due to greater contractor charges for relief valve testing 
work, as well as increased utility, materials and labour costs. 

8.1 Please discuss if the amount of relief value work forecast for Test Years 2018 and 2019 is 
expected to be greater, lower or the same as the 2016 and 2017 actuals. 
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8.2 Please confirm that the relief valve testing work is expected to continue for the entirety of 2018 
and 2019. If so, please clarify when this work is expected to be completed. If not confirmed, 
please explain. 

8.3 Please discuss if PNG considered tendering the work. If not, please explain why not. 

8.4 Please provide a comparison between the 2016 and 2017 actual costs, and 2018 and 2019 
forecast costs for contractor charges, materials and labour for relief valve testing work. 

Costs 2016Actual 2018 Actual Test Year 2018 Test Year 2019 
contractor charges     
materials     
labour     

8.4.1 If known please provide an explanation as to why the contractor charges have 
increased. 

8.5 Please clarify how the pending retirement of a compression station operator caused labour 
costs to be greater than forecast in 2017. 

8.6 When did the compression station operator retire or is expected to retire? 

8.7 How many compression station operators were there in 2016 and 2017 and how many are 
forecast for Test Years 2018 and 2019? 

 Reference: Operating Expenses 9.0
Exhibit B-1-1, Section 2.3.5, pp. 35-36; PNG-West 2016-2017 RRA proceeding, 
Exhibit B-4, BCUC IR Nos. 11.1 and 11.6  
Account 685 – General Operations 

On page 35 PNG states: 

Test Year 2018 expenditures of $2.801 million are forecast to increase by approximately 
$383,000 or 15.8% over Decision 2017. Factors contributing to this increase include: 
additional engineering projects including digital data mapping and the implementation 
of a geographical information system; increased labour costs attributable to new 
positions in the areas of engineering and records management; asset management 
system licensing costs, and inflation. These aforementioned activities are critical to 
addressing ongoing compliance to pipeline integrity related regulations, moving PNG-
West from paper-based systems to digital systems, and progressing PNG-West to more 
contemporary industry standards. 

9.1 Please discuss when each of the activities mentioned in the preamble above is expected to 
begin and be completed. 

9.1.1 Please provide the total cost of each of these activities broken down by test year. 

9.1.2 Please explain how the costs associated with each of these activities are different from 
the costs under Capital Expenditures related to the same projects. 

9.2 Please discuss when the new positions in the areas of engineering and records management is 
expected to begin, and the forecast cost of each position. 

9.2.1 Please discuss if any of these new positions will be replacing current positions 
(i.e. certain tasks currently performed may no longer be required or are redundant once 
PNG moves to a digital system). 

9.2.1.1 If so, please quantify the cost savings from the positions that will no longer 
be required, and explain in which account and test year(s) these forecast 
savings have been recorded. 
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On page 36 PNG states: 

The two largest components of the $99,000 increase in forecast costs from Test Year 
2018 to Test Year 2019 are a labour increase due to provision for a three-month 
handover on an anticipated retirement in shipping/receiving, and an increase in the 
vehicle cost allocation to operations due to lower planned capital expenditures. 

9.3 Please provide a breakdown of the $99,000 forecast increase for Test Year 2018. 

9.4 Please explain in detail why the vehicle cost allocation to operations has increased. 
 
In response to BCUC IR 1.11.1 in the PNG2016-2017 RRA proceeding, PNG provided the following table: 

 
 
9.5 Please provide a similar table for Actual 2016 and 2017, Decision 2016 and 2017 and Test Years 

2018 and 2019. 

9.6 Please provide explanations for any variances greater than $50,000 or 10 percent compared to 
the previous year actual or forecast. 
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In response to BCUC IR 1.11.6a in the PNG 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
9.7 Please provide a similar table for Test Years 2018 and 2019, Decision 2016 and 2017 and Actual 

2016 and 2017. Please identify the accounts impacted by increases due primarily to inflationary 
increases. 

 Reference: Operating Expenses 10.0
Exhibit B-1-1, Sections 2.3.7 and 3.2.2.1, pp. 36 and 127 
Accounts 711, 713 and 714 – Customer Care 

On page 127, PNG states: 

The actual costs for 2017 included in this account are $59,000 or 7.9% less than those 
approved under Decision 2017. The variance can primarily be attributed to lower than 
forecast contract costs for the customer billing system. 

On page 36, PNG states: 

Forecast costs for Test Year 2018 of $785,000 and for Test Year 2019 of $805,000 are 
considered reasonable and consistent with the $754,000 for Decision 2017, with the 
increases primarily reflecting inflationary impacts. 

10.1 Please provide the Actual 2017 and Forecast 2018 contract costs for the customer billing system, 
and provide an explanation for any variance greater than $50,000 or 10 percent. 
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 Reference: Operating Expenses 11.0
Exhibit B-1-1, Section 2.3.8 pp. 36-37 
Account 673, 675, 684, 712 and 718 – Other 

On page 37 PNG states: 

Test Year 2018 expenses of $1.739 million are forecast to be $125,000 lower than 
Decision 2017 costs of $1.863 million. The primary factor for this variance is the 
elimination of four summer student positions effective Test Year 2018. 

11.1 Please confirm, or explain otherwise, that none of the four summer student positions are 
expected to be replaced with new positions. If confirmed, please also explain why the positions 
will not need to be replaced. 

 Reference: Maintenance Expenses 12.0
 Exhibit B-1-1, Section 2.4.1 p. 39 
 Account 866 — Compressors 

PNG States on page 39 of the Amended Application: 

The expenses for Test Year 2018 are forecast to be $13,000 greater than Decision 2017 
primarily due to an increase in contractor costs for compressor station maintenance. 
Test Year 2019 costs are similar to those for Test Year 2018 and primarily reflect 
inflationary increases. 

 
12.1 Please explain if PNG considered tendering the work, and if not why not. 

12.2 Please provide a detailed breakdown of the compressor costs between the Actual 2017 and Test 
Year 2018. 

 Reference: Maintenance Expenses 13.0
 Exhibit B-1-1, Section 2.4.5, pp. 39-40 
 Account 865/885 - Other 

13.1 Please explain the reasons for the increase in Account 865/885 costs between Actual 2017 and 
Test Year 2018. 
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C. ADMINISTRATIVE AND GENERAL EXPENSES 

 Reference: Administrative and General Expenses 14.0
Exhibit B-1-1, Sections 2.5 pp. 41-54; PNG-West 2016-2017 RRA proceeding, 
Exhibit B-4, BCUC IR No. 15.1 
Employees by department/function 

In response to BCUC IR 1.15.1 in the PNG-West 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
 
14.1 Please provide a similar table for Test Years 2018 and 2019 and actuals for 2016 and 2017 for all 

of PNG. Please also identify any vacant positions. 

 Reference: Administrative and General Expenses 15.0
Exhibit B-1-1, Sections 2.5.1 and 3.2.2.3 pp. 41-42 and pp. 128-130; Appendix C, 
pp. 34, 36-40; PNG-West 2016-2017 RRA proceeding, Exhibit B-4, BCUC IR 16.1 
Account 721 – Administration 

On page 129 PNG states: 

The actual costs for 2017 included in this account are $337,000 or 9.2% greater than 
those approved under Decision 2017. This is primarily due to the actual figures 
reflecting all actual costs incurred, including those disallowed under Decision 2017, 
including the full Inter-affiliate charge by AltaGas ($1.414 million disallowed under 
Decision 2017) and the MTIP expense ($142,000 disallowed under Decision 2017). The 
variances due to disallowances were offset by favourable variances in actual costs from 
those forecast most notably for salaries and wages and STIP expenditures due to 
position vacancies, the actual AltaGas Inter-affiliate charge being less than anticipated 
and lower than forecast contractor charges primarily in the information technology 
area. 

15.1 Please provide a comparison of the administration costs with the disallowed portion of the 
Inter-affiliate charge and Mid Term Incentive Plan (MTIP) expense removed for the 2016 and 
2017 actuals. Please provide explanations for any significant variances. 

15.2 Please provide a breakdown of the variances resulting from the vacant positions and the lower 
than forecast contractor charges noted in the preamble above. 
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15.3 Please discuss when the positions noted in the preamble above have been filled or are expected 
to be filled. If not expected to be filled, please explain. 

15.4 Please discuss if the contractor charges noted in the preamble above are expected to remain 
similar to the 2017 actuals. Please explain why or why not. 

Page 34 of Appendix C states: 

The following corporate Cost Pools and related general ledger accounts capture shared 
corporate services costs incurred by AltaGas for the benefit of PNG and other 
subsidiaries and business units: 

1) Board of Directors 

2) Executive Management 

3) Accounting and Tax 

4) Finance 

5) Legal and Compliance 

6) Information Technology / ERP System / Procurement 

7) Office Services and Corporate Resources 

8) Depreciation – Corporate Facilities. 
 
On page 43 PNG provides the following table: 

 

15.5 Please expand the above table to include actuals for 2016 and 2017. Please also clearly identify 
any one-time contractors which do not carry forward into future years. 

15.6 Please explain how each of the services provided by the contractors in the above table differ 
from the services provided by AltaGas as detailed on pages 36-40 of the KPMG report in 
Appendix C of the Amended Application. 
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In response to BCUC IR 1.16.1, in the PNG-West 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
 
15.7 Please provide a similar table for: Test Years 2018 and 2019, Decision 2016 and 2017 and Actual 

2016 and 2017. 

15.8 Please provide explanations for any variances greater than $50,000 or 10 percent compared to 
the previous year actual or the Decision. 

 Reference: Administrative and General Expenses 16.0
Exhibit B-1-1, Section 2.5.2 pp. 44-45; Appendix C, pp. 34, 36-40 
Account 722 – Special Services 

On page 45 PNG states: 

Human resource legal and consulting fees are forecast to increase by $39,000 in Test 
Year 2018 over Decision 2017 due to the increased involvement of legal and consulting 
services required to assist with bargaining-unit matters and specialized human resource 
initiatives. The increase for Test Year 2019 is due to inflation. 
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CEO - general consulting fees are forecast to increase by $48,000 in Test Year 2018 over 
Decision 2017 due to third-party expertise anticipated for development of programs 
focused on improving the company’s safety approach and to foster a safety culture 
within the organization. The increase for Test Year 2019 is due to inflation. 

Engineering and operations consulting fees for Test Year 2018 are forecast to be higher 
than Decision 2017 by $100,000 due to a provision for costs of external expertise to 
assist with the planned implementation of a new geographical information system. This 
is a multi-year project and PNG-West has included an inflationary increase for Test Year 
2019. 

16.1 Please provide the anticipated start and end date of the “specialized human resource 
initiatives,” the development of programs focused on safety and the new geographical 
information system project noted in the preambles above, as well as a breakdown of the total 
cost of each of the initiatives/projects by test year. 

16.2 Please discuss why the initiatives and projects mentioned in the preambles above are necessary. 

16.3 Please explain why each of the initiatives and projects mentioned in the preambles are 
anticipated to continue into test year 2019. 

16.4 Please confirm, or explain otherwise, that the new geographical information system mentioned 
in the above preamble is for the exclusive use of PNG West and PNG(NE). 

16.4.1 Please discuss how the services related to the implementation of the new geographical 
information system differs from the IT services provided by AltaGas Limited (AltaGas) as 
detailed on page 39 of the KPMG report in Appendix C of the Amended Application. 

On page 35 PNG states: 

Test Year 2018 expenditures of $2.801 million are forecast to increase by approximately 
$383,000 or 15.8% over Decision 2017. Factors contributing to this increase include: 
additional engineering projects including digital data mapping and the implementation 
of a geographical information system; increased labour costs attributable to new 
positions in the areas of engineering and records management; asset management 
system licensing costs, and inflation. 

On pages 89-90 PNG states: 

In the third quarter of 2017, PNG engaged an engineering/geomatics consultancy firm to 
execute a needs assessment and requirements project to support the GIS initiative…. 

Based on a comprehensive assessment of alternatives, PNG has plans to execute 
implementation recommendations over a three-year period (2018 to 2020). The overall 
project cost is estimated at $2.4 million, which will be incurred over three years and will 
be shared by PNG-West and PNG(NE) service areas. 

16.5 Please confirm, or explain otherwise, that the consulting fees for the new geographical 
information system mentioned on page 45 of the Amended Application are for the same 
geographic information system (GIS) initiative as those mentioned in the above preamble. 

16.5.1 If confirmed, please also confirm, or explain otherwise, that the estimated project cost 
of $2.4 million includes the costs of the consulting fees and general operating costs 
related to the new geographical information system recorded in Accounts 722 and 685, 
respectively. 

Table 22 on page 45 of the Amended Application provides a breakdown of the consulting fees in 
Account 722 for Test Years 2018 and 2019 and for Decision 2017. 
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16.6 Please expand Table 22 to include actuals for 2016 and 2017. 

16.7 Please explain how each of the services provided by the consultants recorded in Account 722 in 
Table 22 of the Amended Application differ from the services provided by AltaGas as detailed on 
pages 36-40 of the KPMG report in Appendix C of the Amended Application. 

 Reference: Administrative and General Expenses 17.0
Exhibit B-1-1, Sections 2.5.4 and 3.2.2.3 pp. 46-49 and pp. 129-130; 
PNG-West 2016-2017 RRA, Exhibit B-4, BCUC IRs 1.24.1-1.24.3 
Account 725 – Employee Benefits 

On page 47 PNG states: 

PNG-West further notes that a new health spending account benefit for bargaining unit 
employees has been established as part of the 2017 negotiations in finalizing the 
collective agreement applicable to the period November 1, 2016 to October 31, 2019. 
Other than this change, there have been no significant changes to the PNG-West 
employee benefit plan since the last revenue requirements application approved under 
Decision 2017. 

PNG-West also notes that it has not incorporated the impact of key tax changes recently 
announced by the BC Provincial government in the 2018 Budget, specifically with regard 
to the new Employer Health Tax and elimination of Medical Service Program premiums. 

17.1 Please discuss if PNG-West expects the new health spending account to continue after 
October 31, 2019. 

17.2 Please provide an estimate of the impact of the new Employer Health Tax and elimination of the 
Medical Services Plan premiums for Test Years 2018 and 2019. 

In response to BCUC IR 1.24.1 in the PNG-West 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
 
17.3 Please provide a table similar to the one above that details the calculation for both Test Years 

2018 and 2019 forecast amounts, and the 2016 and 2017 actual amounts. Please provide 
explanations for variances greater than $50,000. 
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In response to BCUC IR 1.24.2 in the PNG-West 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
 
17.4 Please provide a table similar to the one above for Actual 2016 and 2017, Decision 2017 and 

Test Years 2018 and 2019. 

In response to BCUC IR 1.24.3 in the PNG-West 2016-2017 RRA proceeding, PNG confirmed that the 
decrease in pension expense in 2016 and 2017 over Decision 2015 is the result of a higher discount rate. 
[Emphasis added] 
 
On page 48 PNG states: 

The decrease in DB and NPPRB costs for Test Year 2018 and Test Year 2019 over 
Decision 2017 are primarily a result of discount rates going down (3.81% to 3.60%) and 
as a result of actuarial gains in the plans recognized at the end of 2017. [Emphasis 
added] 

17.5 Please reconcile the two statements above. 
 
On page 49 PNG provides the following table: 

 
 
17.6 Please provide the actual load rates for 2016 and 2017 and provide explanations for any 

significant variances from the rates approved in the Decisions. 

17.7 Please explain how employee benefit load rates are calculated and provide an illustrative 
example of the calculation for Test Year 2018 for “Executive”. 
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On page 130 PNG states: 

The actual costs for 2017 included in this account are $60,000 or 1.7% lower than those 
approved under Decision 2017. This is mainly due to lower CPP, EI and savings plan costs 
attributable to vacant positions. 

17.8 How many actual vacant positions were there in 2017 as opposed to forecast and when were 
these positions filled or are expected to be filled? 

17.8.1 Please discuss if the vacancies in the above preamble are due to the positions being new 
or are replacements for employees that have retired or have otherwise been 
terminated. 

 Reference: Administrative and General Expenses 18.0
Exhibit B-1-1, Sections 2.5 and 2.5.5 pp. 49-50 and p. 41 
Account 728 – General 

18.1 Please provide the Actual 2016 and 2017 with the disallowed costs removed for General 
(Account 728). 

 
D. INTER-AFFILIATE CHARGE 

 Reference: Inter-affiliate Charge 19.0
Exhibit B-1-1, Sections 2.5.1 and 2.5.7.1, pp. 43-44 and pp. 51-52, Appendix C 
AltaGas inter-affiliate charges 

19.1 Please provide the incremental revenue deficiency and rate impact for Test Years 2018 and 2019 
based on a scenario where PNG was approved to recover the full AltaGas inter-affiliate charges 
in each of the Test Years. Please show all supporting calculations. 

On page 52 PNG states: 

Ultimately, PNG expects to seek recovery of all costs allocated by its parent company 
associated with maintaining its capital structure, providing access to capital and 
delivering the various other corporate services as the economic circumstances of PNG’s 
business improves. 

In response to BCUC IR 1.20.3 in the PNG-West 2016-2017 RRA proceeding, PNG stated: 

Given the termination of the DC LNG project, PNG is hopeful that it will be successful in 
finding a new customer to fill excess capacity in its western system within the next 3-5 
years and, as noted in previous rate applications, PNG will seek full recovery of the 
AltaGas Inter-Affiliate charges at that time. 

19.2 Does PNG have an update on the estimated timeframe for when it would likely seek full 
recovery of the AltaGas inter-affiliate charge? 
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On page 46 of Appendix C, PNG provides the following table: 

 
 
On page 49 of Appendix C, it states: 

In its 2013 Revenue Requirement Application, PNG noted its 2009-2011 three-year 
average historical costs to operate as a stand-alone public company, excluding Deferred 
Stock Unit (“DSU”) adjustment costs, was about $0.8 million. The difference between 
PNG’s current estimate of $1.8 million (Table 1) and the $0.8 million historical cost are 
mainly attributable to increases in board of director costs, the addition of two FTEs to 
perform the essential corporate functions and general inflation. These cost increases are 
driven by the fact that PNG is becoming more capital intensive and would require 
greater expertise for its financing needs, as well as greater governance, disclosure and 
reporting requirements associated with publicly listed companies. 

19.3 Please recreate the above table with an additional column representing the 2009-2011 
three-year average historical costs to operate as a stand-alone public company, excluding 
Deferred Stock Unit (DSU) adjustment costs. 

19.4 Please confirm, or explain otherwise, that the additional two FTEs mentioned in the above 
preamble are for the Accounting and Tax and Finance/Treasury functions noted in the table 
above. 

19.4.1 Please confirm, or explain otherwise, that these are positions that PNG did not have 
prior to its acquisition by AltaGas. If confirmed, please discuss if these functions were 
previously outsourced. 

 
On page 38 of Appendix C, it states: 

Costs are higher in 2018/2019 due to increased headcount in Communication, and 
higher treasury expenses due to higher employee costs and inclusion of corporate 
insurance premium in Treasury. 

19.5 Please clarify in which cost pool the corporate insurance premium mentioned in the above 
preamble was previously included, and why it was included in Treasury for Test Years 2018 and 
2019 but not previously. 
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On page 44 of the Amended Application, PNG provides the following table: 

 
The following is extracted from Tab 1, page 6 of the Amended Application: 

 

 
 
19.6 Please discuss how much of the decrease in the AltaGas management fee is due to a reduction 

in the cost pools versus a reduction in the cost pool allocators. 

19.7 Please reconcile the amounts on lines 2 and 37 of the above extract with amounts in Table 20 on 
page 44 of the Amended Application. 

 
E. TRANSFERS TO CAPITAL 

 Reference: Transfers to Capital 20.0
Exhibit B-1-1, Sections 2.6, 3.2.1.1 and 3.2.1.4, pp. 55-56 and 123; 
PNG-West 2016-2017 RRA, Reasons for Decision 
Transfers to Capital (Capitalized Overhead) 

20.1 Please provide the estimated time in support of forecast capital activities for 
corporate/management and support staff for Test Years 2018 and 2019, and the actual time 
spent for 2016 and 2017. 

20.1.1 Please provide an explanation for variances greater than 10 percent in actual and 
estimated time in support of forecast capital activities. 



File 56492 | BCUC Information Request No. 1 to PNG 20 of 42 

20.2 For Test Years 2018 and 2019, please separately show how much of the change in Operating 
Transfers to Capital and Administrative and General transfers to capital are related to: (i) 
changes to forecast capital expenditures; (ii) a change in allocation of corporate and 
management salaries and benefits to capital projects; (iii) a change in allocation of support staff 
salaries and benefits to capital projects; and (iv) a change in allocation of field staff salaries and 
benefits to capital projects. 

20.3 Please explain why the actual Operating Expense transfers to capital for 2016 were $78,000 (or 
21.5 percent) more than forecast for Decision 2016. 

On page 12 of the Reasons for Decision for the PNG-West 2016-2017 RRA proceeding, it stated: 

[T]he Panel expects PNG to capitalize the new VP of Engineering’s salary in accordance 
with its approved capitalization policies and requests that PNG report on the actual 
capitalization rate as compared to the forecast capitalization rate for the VP of 
Engineering’s salary as part of PNG’s next RRA filing. 

20.4 Please provide the actual capitalization rate as compared to the forecast capitalization rate for 
the VP of Engineering’s salary for 2016 and 2017. 

 
F. DEPRECIATION 

 Reference: DEPRECIATION 21.0
Exhibit B-1-1, p. 59 and Appendix D, p. II-29 
Positive Salvage 

On page 59 of its Amended Application, PNG states that: 

For Account 485 – Heavy Work Equipment, PNG made the decision to not to incorporate 
the positive salvage recommendation based on the company’s experience of owning 
and operating the equipment in this account for the entirety of their useful lives and of 
not realizing any proceeds on disposition. 
 

With respect to Account 485, the Depreciation Study states on page II-29 that: 

The previous depreciation study included a net salvage of 15 percent. The first year of 
recorded net salvage activity for this account is 2012. For the period 2012 to 2016, the 
net salvage has ranged from 7 percent to 24 percent with a cumulative value of 10 
percent. Interviews with the PNG’s Operations and Management have indicated that 
the historically indicated value of 10 percent is a reasonable expectation for the 
equipment in this account. Based on historical indications and the comments from the 
Operations and Management personnel, Concentric views that 10 percent is a 
reasonable net salvage expectation for the equipment in this account. 
 

21.1 Does the following statement on page II-29 of the Depreciation Study refer to the actual net 
positive salvage recorded for Account 485 between 2012 and 2016? If not, please clarify what 
this statement refers to. 

“For the period 2012 to 2016, the net salvage has ranged from 7 percent to 24 percent with a 
cumulative value of 10 percent.” 

 
21.1.1 Please elaborate on why PNG has not incorporated the positive salvage 

recommendation for Account 485, despite the information provided on page II-29 of the 
Depreciation Study. 
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 Reference: DEPRECIATION 22.0
Exhibit B-1-1, pp. 58-61 and Appendix D 
Net salvage - rate impact 

On page 58 of its Amended Application, PNG states that the result of the Depreciation Study is: 

… a reduction in depreciation expense compared to that which would have been 
calculated under the rate previously in place based on the parameters of a prior study, 
with Test Year 2018 depreciation expense decreasing to $4.440 million from $5.135 
million for Decision 2017. Test Year 2019 depreciation expense is forecast to be $4.425 
million. 

 
On page 59 of its Amended Application, PNG states that: 

If PNG-West were to record a provision for negative salvage in its depreciation for the 
applicable accounts, depreciation expense for Test Year 2018 and Test Year 2019, would 
be greater by $1.908 million and $1.962 million, respectively. 
 

Further, on page 61 of its Amended Application PNG states that: 

PNG’s basis for not incorporating negative salvage is the materiality of the negative 
salvage estimates and the significant adverse rate impacts that will result from 
incorporating these estimates into depreciation expense at this time. 

 
22.1 Please provide the Test Years 2018 and 2019 rate impact of incorporating the negative salvage 

values recommended in the Depreciation Study, which results in depreciation expense for Test 
Years 2018 and 2019 being greater by $1.908 million and $1.962 million, respectively. 

22.2 Please provide the net impact of incorporating all of the recommendations made by Concentric 
in the Depreciation Study, including the change in both depreciation rates and net salvage 
values. Please provide the impact on both depreciation expense and rates for each of Test Years 
2018 and 2019. 

22.3 Please confirm that if PNG adopted Concentric’s recommendation regarding negative salvage 
values, it would have a one-time rate impact for customers during the year of transition 
(i.e. Test Year 2018). If not confirmed, please explain and provide a numerical example for 
illustration. 

22.3.1 In the event that Concentric’s recommendation regarding negative salvage values were 
adopted by PNG, please discuss if PNG would consider a transition period to smooth out 
the immediate impact on customer rates. 

22.3.2 In the event that Concentric’s recommendation regarding negative salvage values were 
adopted by PNG, please discuss if PNG would consider offsetting the immediate impact 
on customer rates with amortization of the Option Fee Payment deferral account. 

22.4 If Concentric’s recommendations regarding negative salvage accounting were adopted, how 
would the annual negative salvage accrual collected from customers get recorded for regulatory 
accounting purposes? For example, would the amount collected be recorded as a rate base 
credit account? Please explain and provide an illustrative example. 

22.5 Please explain if PNG agrees with the following statements on pages I-4 and I-5 of the 
Depreciation Study as it relates specifically to PNG. Please discuss why or why not. 

The longer the delay in recognizing net negative salvage, the higher future 
depreciation rate will be as PNG’s depreciation rates are based on its net book 
value amortized over a remaining life basis. Each year of delay will increase the 
differential between booked net book value and calculated net book value. As 
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such, the resultant depreciation rates will increase proportionately. 
… 
Although a comparison of the current revenue requirements related to a net 
salvage accrual and the current revenue requirements related to expensing of 
net salvage may indicate that the accrual is higher at a single point in time, over 
time the revenue requirements and the present value of those revenue 
requirements will be less if the net salvage cost is accrued over the life of the 
asset. The reason for the lower revenue requirements with the accrual of net 
salvage is the impact of the accruals on rate base. That is, as net salvage 
accruals are recorded to the depreciation reserve, the accumulated 
depreciation balance in the reserve increases and reduces subsequent 
determinations of rate base in future periods. 

 
 Reference: DEPRECIATION 23.0

Exhibit B-1-1, pp. 58-61 and Appendix D 
Plant Gains and Losses deferral account 

23.1 Please provide the actual additions and amortization expense for the Plant Gains and Losses 
deferral account for each year between 2012 and 2017, and forecast 2018 and 2019, broken 
down into the following categories: 

• Ordinary; 
• Salvage Value; 
• Retirement Costs. 

23.1.1 Please explain if any of the above three categories for the Plant Gains and Losses 
deferral account would no longer be required in the event that all of the net salvage 
values recommended in the Depreciation Study were adopted by PNG. 

 Reference: DEPRECIATION 24.0
Exhibit B-1-1, pp. 58-61 and Appendix D 
Negative Salvage 

On page 53 of the Commission’s decision in the PNG 2013 RRA proceeding, the Commission states: 

…the Panel is supportive of PNG’s decision to include an evaluation of the potential of 
using negative salvage accounting in its next Depreciation Study. Our expectation is that 
this evaluation will include a thorough examination of the pros and cons of utilizing 
negative salvage accounting and the costs of its implementation. [Emphasis added]1 
 

In the FortisBC Energy Utilities (FEU) 2012-2013 Revenue Requirements and Natural Gas Rates 
Application, FEU’s Application (Exhibit B-1) includes an Asset Retirements Obligation Report filed as 
Appendix E-2.2 The Report outlines 4 options for negative salvage accounting on pages 9-12, as follows: 

• Pay as You Go; 
• Traditional Approach; 
• Asset Retirement Obligation (ARO)Approach; 
• Hybrid Approach. 

                                                           
1 Pacific Northern Gas Ltd. (PNG) 2013 Revenue Requirements Application (RRA) Decision, p. 53. 
22 FortiBC Energy Utilities (FEU) 2012-2013 Revenue Requirements and Natural Gas Rates Application, Exhibit B-1, 

Appendix E-2, pp. 9-12. 
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24.1 Please provide a thorough analysis from PNG’s perspective of the pros and cons of incorporating 
negative salvage values into depreciation rates, as recommended by Concentric in the 
Depreciation Study, versus maintaining PNG’s current methodology for accounting for negative 
salvage. 

24.2 Please provide an analysis of the full costs of implementing the recommendation by Concentric 
to incorporate negative salvage values into depreciation rates. 

24.3 Please discuss if PNG considered any options for negative salvage accounting other than the 
methodology currently used by PNG and the methodology recommended by Concentric. For 
example the ARO Approach and/or Hybrid Approach referenced in the preamble. 

 
 Reference: DEPRECIATION 25.0

Exhibit B-1-1, p. 60 and Appendix D, pp. I-8 - I-10, II-4 
Negative Salvage 

On page 60 of its Amended Application, PNG states that: “PNG-West, like many utilities, prefers to record actual 
costs of removal at the time incurred. This treatment is consistent with the practice of other utilities and is an 
allowable method under the Commission’s Uniform System of Accounts.” 

On pages I-8 – I-10 of the Depreciation Study, it is noted that the issue of net salvage recovery has been 
reviewed recently in several jurisdictions, with several examples provided from 2011 and 2012. 
 
Page II-4 of the Depreciation Study describes the procedures for estimating net salvage as consisting “to a large 
extent on the approved net salvage parameters for PNG peers, interviews with PNG’s Management and 
Operational groups, and on the experience and judgement of Concentric.” 

25.1 Please confirm, or explain otherwise, that PNG’s current methodology of recording actual costs 
or removal at the time incurred is an allowed practice under US Generally Accepted Accounting 
Principles (GAAP). Please provide the applicable US GAAP section(s) in support of this response. 

25.2 Please provide examples of other Canadian gas distribution utilities that use the same 
methodology as PNG for net salvage accounting. 

25.2.1 Please provide examples of other Canadian gas distribution utilities that use the same 
methodology as recommend by Concentric for net salvage accounting. 

25.3 With respect to the examples from other jurisdictions provided on pages I-9 to I-10 of the 
Depreciation Study, are there any more recent examples? If so, please provide the details. 

25.4 Please provide a list of the peer companies used by Concentric in arriving at its net salvage 
recommendations. 
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 Reference: DEPRECIATION 26.0
Exhibit B-1-1, Appendix D, pp. II-9, II-20 
Negative Salvage – Specific Accounts 

On page II-9 of the Depreciation Study, Concentric recommends a net salvage of negative 25 percent for 
Account 418.00 – Gathering – Purification Equipment based on the following rationale: 

A peer comparison of a similar Canadian gas utility similarly has Pre-Treatment 
Equipment net salvage value of negative 10 percent as its net salvage parameter. 
Interviews with PNG’s Operations and Management staff have indicated that negative 
25 percent is a reasonable expectation for the equipment in this account. Concentric 
viewed that the comments from the Operational and Management personnel combined 
with the peer analysis, and on the professional judgement of Concentric was the most 
reasonable expectation for the equipment in this account. As such, a net salvage of 
negative 25 percent is recommended to represent the expectations for the equipment 
in this account. 
 

On page II-20 of the Depreciation Study, Concentric recommends a net salvage value of negative 60 percent for 
Account 473.00 – Distribution – Services. 

26.1 Please elaborate on the reasons why Concentric has recommended a net salvage of negative 
25 percent for Account 418, given that the peer analysis indicated a net salvage of negative 
10 percent. Please include the specific data and information relied upon in making the 
recommendation. 

26.2 Please expand on the reasons why a net salvage value of negative 60 percent is recommended 
by Concentric for Account 473. Please include the specific data and information relied upon in 
making the recommendation. 

26.3 Please provide an illustrative example of how the annual accrual for net salvage is calculated, 
using Account 473 and the following inputs from page II-9 of the Depreciation Study: 

• Book Value: $54.4 million; 
• Net Salvage Value: -60 percent; 
• Annual Net Salvage Accrual: $1,081,711. 

 Reference: DEPRECIATION 27.0
Exhibit B-1-1, p. 60, Appendix D, p. IV-2 
Depreciation rates 

On page 60 of its Amended Application, PNG states that: 

For most accounts, the annual and accrued depreciation has been calculated by the 
straight-line method using the average life group procedure for the assets in a particular 
class. For certain general plant accounts, the annual and accrued depreciation are based 
on amortization accounting. 

 
Page IV-2 of the Depreciation Study states that: “The annual accrual rates and the accrued depreciation were 
calculated in accordance with the straight-line method, using the equal life group procedure based on estimates 
which reflect considerations of current historical evidence and expected future conditions.” 

27.1 Please clarify if the annual and accrued depreciation has been calculated using the average life 
group procedure or the equal life group procedure. 



File 56492 | BCUC Information Request No. 1 to PNG 25 of 42 

27.2 Please describe each of the following terms and how they are applicable to the Depreciation 
Study filed in the Amended Application: 

• Average Life Group Procedure; 
• Equal Life Group Procedure; 
• Amortization Accounting. 

 Reference: DEPRECIATION 28.0
Exhibit B-1-1, Appendix D, p. II-23 
Depreciation rates 

For Account 477.00 – Distribution – Measuring and Regulating Equipment, Iowa 35-R4 is recommended in the 
Depreciation Study to represent the expectations for the equipment in this account. 

28.1 Please explain if a retirement rate analysis was prepared for Account 477. If so, please provide 
the results and if not, please explain why not. 

 Reference: DEPRECIATION 29.0
Exhibit B-1-1, pp. 59-69 and Appendix D, p. II-5 
Depreciation of Land Rights 

On pages 50-60 of its Amended Application, PNG states that: 

Consistent with the 2010 Depreciation Study, the 2017 Depreciation Study recommends 
the depreciation of Land Rights (Accounts 461, 471 and 481) over a period of 75 years. 
At the time of implementing the recommendations of the 2010 Depreciation Study, PNG 
made the determination that its Land Rights had an indefinite life and as such should 
not be depreciated. 

 
29.1 Please provide the factors that were considered by PNG in making the determination that Land 

Rights have an indefinite life and should not be depreciated. 

29.2 Please explain if PNG’s proposed treatment to not depreciate Land Rights is acceptable under 
US GAAP. Please provide the applicable US GAAP section(s) in support of this response. 

29.3 Please provide examples of other Canadian gas distribution utilities that use the same 
methodology for Land Rights as proposed by PNG. 

 
G. DEFERRAL ACCOUNTS AND AMORTIZATION 

 Reference: DEFERRAL ACCOUNTS 30.0
Exhibit B-1-1, p. 64; PNG 2016-2017 RRA Decision, pp. 17-18 
EMAT 2018 Tool Run 

On page 64 of the Amended Application, PNG requests approval of a new deferral account to record the cost of 
the EMAT ILI runs in a rate base deferral account to be amortized over 10 years, and that this treatment be 
accorded to future EMAT ILI costs on a go-forward basis. 
 
In the PNG 2016-2017 RRA Decision, the Commission denied PNG’s request to record the EMAT ILI tool costs in a 
new rate base regulatory account and directed PNG to capitalize the costs in accordance with US GAAP. Page 18 
of the reasons for decision states: 

The Panel is not persuaded that the use of a regulatory account is more administratively 
efficient. Further, given PNG’s statements that US GAAP allows for these costs to be 
capitalized, the Panel considers this the most appropriate treatment, as it provides the 
same relief against lumpy and volatile expenses as a regulatory account. In the Panel’s 
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view, it is more appropriate to use regulatory accounts in circumstances where financial 
accounting principles do not allow for capitalization of costs and where the recording of 
such costs as operational expenses would result in large and volatile rate impacts. While 
the Panel acknowledges PNG’s statement that it does not currently have a plant account 
with an appropriate depreciation rate, the Panel does not find this to be a compelling 
reason to depart from US GAAP in favour of the proposed new regulatory account. 
 

In its response to BCUC IR 1.41.2 in the PNG West 2016-2017 RRA proceeding, PNG states: 

This is the first time an EMAT tool is available to be used for the size of PNG’s 
transmission line and this first use would establish baseline data which would be then 
used to enhance pipeline asset integrity. This integrity test is required to be repeated 
every 7 to 10 year cycle. 
… 
 
Following the principles established during the 2013 RRA proceeding, PNG believes that a rate 
base deferral account to be amortized over a period of 5 years would be appropriate.3 

30.1 Please confirm, or explain otherwise, that both expensing and capitalizing the EMIT ILI tool runs 
is allowed under US GAAP. Please provide the applicable US GAAP section(s) in support of this 
response. 

30.2 Please discuss if there are any circumstances under which PNG would be required to repeat the 
integrity test more or less frequently than every 7-10 years. 

30.2.1 In the event that the integrity test is repeated less frequently than 10 years, would PNG 
propose adjusting the amortization period from 10 years to reflect the actual timeframe 
of repeating the test? 

30.3 Please discuss the circumstances under which PNG would consider it appropriate to use 
regulatory accounts where financial accounting principles allow for capitalization of costs. 

 Reference: DEFERRAL ACCOUNTS 31.0
Exhibit B-1-1, p. 64; Exhibit B-4 in the PNG 2016-2017 RRA proceeding, BCUC IR 41.2 
EMAT 2018 Tool Run 

On page 64 of its Amended Application, PNG states that: 

EMAT ILI run costs are fully deductible for tax purposes in the year incurred, and 
therefore, recording these costs as an addition to plant capital results in timing 
differences impacting the current income taxes and thereby benefiting the current year 
customers. PNG-West notes that capitalizing the EMAT ILI run costs in a deferral 
account would more fairly allocate these costs between current and future ratepayers 
as they are effectively recorded and amortized on a net of tax basis. 

 
31.1 Please provide the annual revenue requirement impact for each of 2018 – 2028 under each of 

the following two scenarios, broken down between income taxes, depreciation, amortization, 
return on equity and interest: 

• Record the $1.2 million of EMAT ILI run costs in a deferral account in 2018 and amortize 
over 10 years; 

• Record $1.2 million of EMAT ILI run costs as capital and depreciate over 10 years. 

                                                           
3 PNG-West 2016-2017 RRA, Exhibit B-4, BCUC IR 41.2, p. 113. 
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31.1.1 Please discuss if there are any additional ratepayer benefits to recording the EMAT ILI 
run costs in a deferral account, rather than capitalizing them, other than the tax 
implications. 

 Reference: DEFERRAL ACCOUNTS 32.0
Exhibit B-1-1, p. 64 
EMAT 2018 Tool Run 

On page 64 of its Amended Application, PNG states the following: 

• PNG-West complied with this decision and in 2016 recorded $487,000 of capital 
expenditures in plant to BCUC Account 469. 

• [f]or the Test Year 2018, PNG-West is forecasting to spend $1.2 million on EMAT ILI runs. 
 
On page 34 of its Application, PNG describes operating expenses in Account 656 – Pipelines associated 
with running the in-line inspection tool. 

32.1 Please provide the basis for the $1.2 million Test Year 2018 forecast cost related to EMAT ILI 
runs. 

32.1.1 Please explain why the costs associated with the EMAT ILI tool runs have increased from 
$487,000 in 2016 to forecast $1.2 million in Test Year 2018. 

32.1.2 Please explain the difference between the $1.2 million in costs associated with the 
EMAT ILI runs and the $145,000 in operating costs for each of Test Year 2018 and 2019 
associated with in-line inspection tool runs. 

32.2 Please provide the actual 2016 and 2017 costs associated with the EMAT ILI tool runs and 
explain any variances from approved costs. 

 Reference: DEFERRAL ACCOUNTS 33.0
Exhibit B-1-1, p. 65 
Overhauled Compressor Engine Spare 

On page 65 of its Amended Application, PNG states that: 

PNG-West is therefore requesting Commission approval to create a new rate base 
deferral account to record the costs of the compressor engine overhauls to be 
amortized only when the asset is put into service and for a minimum period of 5 years. 
PNG-West believes that this proposal is also consistent with treatment afforded these 
types of costs under US GAAP. 

 
33.1 Please elaborate on why the overhaul is required, given that there is only one out of six 

compressors being utilized at any point in time. Specifically, please address any issues with the 
existing equipment. 

33.2 When does PNG expect that the overhauled engine will be placed in service? 

33.3 Does PNG have an overhaul schedule for the six compressors that are currently being rotated? If 
so, please provide the details. 



File 56492 | BCUC Information Request No. 1 to PNG 28 of 42 

 Reference: DEFERRAL ACCOUNTS 34.0
Exhibit B-1-1, p. 65 
Overhauled Compressor Engine Spare 

On page 65 of its Amended Application, PNG describes the proposed accounting treatment for the costs 
associated with the overhaul of the compressor engine spare as follows: 

… in order to ensure the fair allocation of the costs to overhaul the engine between 
current and future ratepayers, a rate base deferral account should be created. This 
proposed treatment would address the same concerns brought forth with the EMAT ILI 
run costs since these overhaul costs would also be expensed for tax purposes in the year 
incurred. The proposed deferral account would then be amortized over a minimum 
period of 5 years commencing when the compressor engine is put into service as the life 
cycle expectancy of the overhaul is 5 years. 
 

Further, PNG states that it: “believes that this proposal is also consistent with treatment afforded these 
types of costs under US GAAP.” 

34.1 Please elaborate on why PNG believes that the proposed accounting treatment is allowed under 
US GAAP. Please provide the applicable US GAAP section(s) in support of this response. 

34.2 Please explain if these costs are allowed to be capitalized under US GAAP. Please provide the 
applicable US GAAP section(s) in support of this response. 

34.3 Please provide the annual revenue requirement impact for each of the five years that the asset 
is in service under each of the following two scenarios, broken down between income taxes, 
depreciation, amortization, return on equity and interest: 

• Record the $565,000 overhaul costs in a deferral account in 2018 and amortize over five 
years when the asset is placed in service; 

• Record the $565,000 overhaul costs as capital and depreciate over 5 years when the asset is 
placed in service. 

34.3.1 Please discuss if there are any additional ratepayer benefits to recording the EMAT ILI 
run costs in a deferral account, rather than capitalizing them, other than the tax 
implications. 

 Reference: DEFERRAL ACCOUNTS 35.0
Exhibit B-1-1, p. 65 
Line break costs 

On page 65 of its Application, PNG states that temporary repair costs of $349,000 in 2017 and $247,000 
in 2018 were recorded in the line break costs deferral account related to the Copper River line break. 

35.1 Please describe the nature of the temporary repairs that were required for the Copper River line 
break. 

 Reference: DEFERRAL ACCOUNTS 36.0
Exhibit B-1-1, pp. 68 - 69 
Option Fee Payment Deferral Account 

Pages 68 and 69 of the Amended Application include a history of the option Fee Payment deferral 
account and the specific approvals sought for Test Years 2018 and 2019, specifically: 

• With the termination of the EDFT GTSA and the uncertainty of a new project in the 
immediate future, PNG proposes once again to defer the amortization of this Option Fee 
deferral account and continue to address this matter basis in its annual or biennial revenue 
requirements applications. 
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• PNG is proposing that future negotiated option fees also be recorded in this deferral 
account upon receipt. 

• PNG proposes that GST remitted to the Canada Revenue Agency (CRA) of $321,000 be 
recorded in this deferral account. 

36.1 Please confirm, or explain otherwise, that there are no remaining legal requirements regarding 
the option fees recorded in the Option Fee Payment deferral account now that both the Gas 
Transportation Service Agreement (GTSA) and the Interconnecting Transportation Reservation 
Agreement (ICTRA) are terminated. Specifically, please confirm that there are no requirements 
related to crediting the option fees against future charges for gas transportation services. 

36.2 Please confirm when the GST of $321,000 related to the Option Fee Payments was remitted to 
the CRA. 

36.3 In the event that no amortization for the Option Fee Payment deferral account is recorded in 
Test Years 2018 and 2019 as proposed, please discuss if PNG considers that the current short 
term interest rate applied to the deferral account is appropriate. Please discuss why or why not. 

36.4 Please provide the Test Years 2018 and 2019 rate impact of amortizing the Option Fee Payment 
deferral account balance in full over 2018 and 2019. 

36.5 Given the potential legal requirements related to future negotiated option fees as compared to 
the option fees recorded in the Option Fee Payment deferral account, would PNG consider it 
appropriate to apply for deferral account treatment of any future negotiated option fees once 
they are received and/or contracts are in place rather than at present? Please discuss why or 
why not. 

 Reference: DEFERRAL ACCOUNTS 37.0
Exhibit B-1-1, p. 70 
PLP Project Amendment sharing 

PNG describes its proposal regarding the PLP Project on pages 70 of the Amended Application, as 
follows: 

In September 2016, PNG-West and Triton LNG Limited Partnership entered into an 
Amendment Agreement to amend the terms of the Transportation Reservation 
Agreement dated July 2013 for the proposed Triton LNG Project (PLP Project). Upon 
execution of the amendment, PNG-West recovered all the development costs incurred 
on the PLP project and also recognized revenues of approximately $6.8 million related 
to the recovery of overhead and carrying costs. PNG-West made a decision to set aside 
$200,000 of the revenues recognized to be shared with its ratepayers. As such, this 
amount was recorded in an interest bearing deferral account. PNG-West is hereby 
seeking Commission approval to record this credit deferral and fully amortize it in Test 
Year 2019 to the benefit of ratepayers. 

37.1 Please provide a description of the Triton LNG Project and how it relates to PNG, in addition to 
the status of the project, the Transportation Reservation Agreement and subsequent 
amendment(s). 

37.2 Please confirm if the Transportation Reservation Agreement dated July 2013 referenced in the 
Amended Application, is the same agreement as was approved by Order C-10-15A. 

37.2.1 Was the Amendment Agreement filed with the Commission for approval? Please explain 
why or why not. 

37.3 Please describe the nature of the development costs, overhead costs and carrying costs incurred 
by PNG in relation to the Triton LNG Project. 
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37.4 Please provide the amount of the development costs recovered from Triton LNG Limited 
Partnership. 

37.5 Please provide the amount of any development costs, overhead and/or carrying costs that have 
been included in PNG’s past revenue requirements and recovered from ratepayers. 

37.6 Please explain why PNG is proposing to amortize the $200,000 related to the PLP Project in 
2019, as opposed to 2018. 

 
H. MISCELLANEOUS OTHER INCOME AND CREDITS 

 Reference: Miscellaneous Other Income and Credits 38.0
Exhibit B-1-1, Sections 2.10 and 3.2.2.4, pp. 72 and 131 
Other Income 

On page 72 PNG provides the following table:

 

38.1 Please discuss why the forecast 2018 and 2019 penalty charges are expected to be $30,000 
lower than the actual 2017 penalty charges. 

 
I. SHARED SERVICES RECOVERY FROM PNG(NE) 

 Reference: Shared Services Recovery from PNG(NE) 39.0
Exhibit B-1-1, Sections 2.11, pp. 73-82; 
PNG-West 2016-2017 RRA, Exhibit B-4, BCUC IR 28.1 
Composite Allocators 

On page 73 PNG states: 

PNG continues to apply the shared services cost allocation and recovery methodology as 
approved for use in Decision 2013. While there have not been any changes to this 
approved methodology, there have been, by design, changes to cost pools and cost 
allocators to reflect revised forecasts for base costs and financial and operating metrics 
for each test year under review. 

39.1 Please clarify what “base costs and financial and operating metrics” mentioned in the above 
preamble means. 
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In response to BCUC IR 1.28.1 in the PNG-West 2016-2017 RRA proceeding, PNG provided the following 
table: 

 
 
39.2 Please recreate the table above for each of 2016 and 2017 actuals and Test Years 2018 and 2019 

forecasts. 

Table 34 on page 77 of the Amended Application includes a column labelled “Test Year 2015”. 

39.3 Please confirm, or explain otherwise, that this column should be labelled as “Decision 2015” not 
“Test Year 2015”. 

39.4 Please recreate Table 34 by replacing the last three columns in the table with “Actual 2017”, 
“Actual 2016” and “Actual 2015” figures. 

Table 35 on page 81 of the Amended Application includes a column labelled “Test Year 2015”. 

39.5 Please confirm, or explain otherwise, that this column should be labelled as “Decision 2015” not 
“Test Year 2015”. 

39.6 Please recreate Table 35 by replacing the last three columns in the table with “Actual 2017”, 
“Actual 2016” and “Actual 2015” figures. 
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J. RATE BASE 

 Reference: Rate Base 40.0
 Exhibit B-1-1, Section 2.13.1, p. 85 
 Capital Expenditures 2018 

PNG forecasts Total Capital Expenditures excluding overhead of $15,218,633 for Test Year 2018. 

40.1 Please confirm that all the Capital expenditures planned for 2018 are still expected to be 
completed in 2018. 

40.1.1 For each of the projects identified that is expected to extend beyond Test Year 2018, 
please provide the full project schedule and the total project cost, including a 
breakdown of the expenditures by year. 

 Reference: Rate Base 41.0
 Exhibit B-1-1, Section 2.13.1, pp. 87 and 93 
 Planned recurring costs - new replacement tools 

PNG forecast $116,000 for tools and equipment for test year 2018, and $77,000 for tools and equipment 
for test year 2019. 

41.1 Please provide a detailed breakdown of all the costs associated with tools and equipment for 
Test Years 2018 and 2019. 

 Reference: Rate Base 42.0
 Exhibit B-1-1, Section 2.13.1, p. 87 
 Planned no-recurring costs – Copper River MP 250 Repair 

On page 88 pf the Application PNG states: “PNG-West has analyzed numerous alternative solutions to 
the repair, each with variations in design, permitting, stakeholder requirements and identified risks.” 
 
42.1 Please provide a comparison table of the alternatives that PNG considered and clearly showing 

the following: 

• construction costs; 
• the risk/probability of a repeat occurrence; 
• maintenance costs; 
• non-financial factors; 
• overall lifecycle cost perspective; 
• design specifics; 
• permitting and stakeholder requirements; 
• identified risks. 

42.1.1 Please discuss why the current proposal was considered to be the best alternative. 

42.2 Please confirm if PNG plans to submit a Certificate of Public Convenience and Necessity (CPCN) 
application for this project. If not, please explain why not. 

42.3 Please confirm that the pipeline replacement is “like for like” in capacity and size as compared 
to the previous line. 

42.4 Please provide the project schedule, including the commencement date, and how it is currently 
tracking against the schedule. Specifically, please address if the project is on track to be 
completed in 2018 and if construction has already commenced. 

42.5 Please provide a copy of the detailed budgetary control cost estimate for the project. 
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42.5.1 Please provide a breakdown of the total project costs by year, including those project 
costs that have already been incurred. 

42.5.2 Please provide a detailed breakdown of $80,000 already spent on the planning aspect of 
this project. 

42.6 Please provide a breakdown of the total expected Contribution in Aid of Construction (CIAC) 
related to the repair, broken down by the party that is expected to make the contribution (i.e. 
insurer, BC Ministry of Forests, Lands and Natural Resource Operations (FLNRO) and other 
stakeholders. 

42.6.1 Please provide an update on the negotiations with the FLNRO and other stakeholders 
and the insurer. 

 Reference: Rate Base 43.0
 Exhibit B-1-1, Section 2.13.1, p. 89 
 Planned no-recurring costs – Ridley Island Propane Export Terminal (RIPET) Gas Supply 

On page 88 of the application PNG states: 

In 2017, PNG-West received a request from its parent company, AltaGas, to provide a 
high pressure gas service to its RIPET facility near Prince Rupert with a required fuel gas 
in-service date of October 2018. The RIPET project is expected to be the first propane 
export terminal on Canada’s west coast with a design to ship up to 1.2 million tonnes of 
propane per year. 

43.1 Please provide the project schedule, including the commencement date, and how it is currently 
tracking against the schedule. Specifically, please address if the project is on track to be 
completed in 2018. 

43.1.1 Please explain if and when construction has commenced on the new 114mm steel 
pipeline, new pressure regulating station and/or metering station required to provide 
service to the RIPET project. 

43.2 Please confirm if PNG plans to submit a CPCN application for this project. If not, please explain 
why not. 

43.3 Please provide in detail the justification and need for PNG to carry out this project. 

43.3.1 Please provide details of the alternatives solutions, if any, that were considered. 

43.3.2 What alternatives to PNG, if any, were considered? Specifically, did AltaGas consider 
constructing the RIPET project themselves? Please discuss. 

43.4 Please provide a copy of the detailed budgetary control cost estimate for the project. 

43.4.1 Please provide a breakdown of the total project costs by year, including those project 
costs that have already been incurred. 

43.4.2 Please provide a detailed breakdown of the $126,000 already spent on this project. 

 Reference: CAPITAL EXPENDITURES 44.0
Exhibit B-1-1, pp. 27-28 and 88 - 89 
RIPET gas supply 

PNG describes the service request related to the RIPET project on pages 88 – 89 of its Amended 
Application, as follows: 

In 2017, PNG-West received a request from its parent company, AltaGas, to provide a 
high26 
pressure gas service to its Ridley Island Propane Export Terminal (RIPET) facility near 
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Prince Rupert with a required fuel gas in-service date of October 2018. The RIPET 
project is expected to be the first propane export terminal on Canada’s west coast with 
a design to ship up to 1.2 million tonnes of propane per year. 
 
… 
 
Approximately 2.4 kilometers of new 114mm steel pipeline will be required, along with 
a new pressure regulating and metering station. 
 
The total installed cost for the complete project works is estimated at $3,800,000, of 
which approximately $126,000 was spent in 2017 on engineering, design, and 
permitting aspects of the project. 

 
PNG-West and AltaGas are in the process of finalizing negotiations of a long-term Firm 
Sales Service Agreement. PNG-West has also entered into a backstop agreement for this 
project to ensure that its existing customers are not at risk during the construction 
phase of the project. 

On pages 27 and 28 of the Amended Application PNG explains that part of the forecast increase in 
deliveries for 2019 over 2018 reflects: “the addition of RIPET, a new small industrial customer, expected 
to commence service in June 2019 under a take-or-pay contract for annual volumes of approximately 
140,000 GJ.” 

44.1 Has a mains extension test been conducted for the capital expenditures related to the RIPET 
project? If yes, please provide the results of the mains extension test. If not, please explain why 
not. 

44.2 Please explain if CIAC related to this project has been included in the Amended Application and 
if so, the amount. If not, please explain why not. 

44.3 Please provide the current status of the long-term Firm Sales Service Agreement related to the 
RIPET project, and when it is expected to be finalized. 

44.3.1 Please provide any details that are available regarding the long-term Firm Sales Service 
Agreement, including: 

• Term of the Agreement; 
• Minimum Take of Pay Volume; 
• Applicable Rate; 
• Applicable Contribution in Aid of Construction. 

44.4 Please provide a copy of the “backstop agreement” for the RIPET project that is referenced on 
page 89 of the Amended Application. 

44.5 Please reconcile the statement that a “fuel gas in-service date of October 2018” is required as 
compared to the statement that RIPET is expected to commence service in June 2019. 

44.6 Please confirm the amount of any additions to rate base related to the RIPET project in the 
Amended Application and the test year in which they are added. 

44.7 Please confirm the amount of any incremental revenue related to the RIPET project included in 
the Amended Application. 

44.8 Please provide the expected annual revenue requirement impact of the RIPET project, including: 

• Incremental Revenue; 
• Incremental costs, including: 

o Depreciation; 
o Return on equity; 
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o Interest; 
o Operating and maintenance costs. 

 Reference: Rate Base 45.0
 Exhibit B-1-1, Section 2.13.1, pp. 89, 113, 115 
 Planned non-recurring costs – compressor station upgrades 

PNG forecasts Total Capital Expenditures excluding overhead of $1,772,000 for compressor station 
upgrades for Test Year 2018. 
 
On page 110 of the Amended Application PNG shows that in 2016 the Capital Expenditures for the 
compressor station upgrades was $56,000 less than approved. 
 
On pages 114 of the Amended Application PNG shows that the 2017 Capital Expenditures for the 
compressor station upgrade were $277,336 less than approved. PNG states that the primary item 
contributing to this variance was the delay in the R1 valve overhaul due to long material lead times. PNG 
also cites “manufacturing issues for replacement parts”. 
 
Both underspends include delays within the project. 

45.1.1 Please provide the full schedule for the compressor station upgrades and how PNG is 
tracking against the schedule so far in 2018. 

45.1.1.1 Please discuss if PNG foresees any delays in the completion of the 
compressor station upgrades in 2018. 

45.1.2 Please confirm if PNG has firm commitments regarding the timing of receipt of materials 
and replacement parts required to complete the compressor station upgrades in 2018. 

45.1.3 Please discuss the measures that PNG has undertaken, if any, to mitigate long material 
lead times and manufacturing issues for replacement parts. 

 Reference: Rate Base 46.0
 Exhibit B-1-1, Section 2.13.1, pp. 89 and 94 
 Planned non-recurring costs – Geographical Information System 

On page 89 of the application PNG states: “PNG plans to implement a Geographic Information System 
(GIS) to improve its asset management capacity as it sees its current system and processes as untenable 
over the long term.” 
 
Further, PNG states: 

In the third quarter of 2017, PNG engaged an engineering/geomatics consultancy firm to 
execute a needs assessment and requirements project to support the GIS initiative. The primary 
motivating factors for moving forward with a GIS implementation are: (1) develop an 
authoritative system of record with regard to PNG’s assets; (2) provide an enterprise wide 
system to allow PNG staff (particularly field staff) to operate much more efficiently and 
consistently; (3) improve integration between key business systems; (4) improve capabilities and 
capacity for reporting and regulatory compliance 1 (i.e. CSA standards, BC Oil and Gas 
Commission and Technical Safety BC regulations, Association of Professional Engineers and 
Geoscientists of BC (APEGBC) bylaws); and (5) incorporate contemporary industry best4 
practices and technology to PNG’s operations. Based on a comprehensive assessment of 
alternatives, PNG has plans to execute implementation recommendations over a three-year 
period (2018 to 2020). The overall project cost is estimated at $2.4 million, which will be 
incurred over three years and will be shared by PNG-West and PNG(NE) service areas. 
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46.1 Please include an outline of how this project is managed, and identify the parts of the project 
that were put out for bids on a competitive basis. 

46.2 Please provide a comparison of the alternatives that were considered to the GIS project as it is 
proposed in the Amended Application. Please include a discussion on the pros and cons of the 
alternatives and why the GIS project as it was proposed was ultimately chosen as the preferred 
alternative. 

46.3 Please confirm the engineering/geomatics consultancy firm that was used by PNG in relation to 
the GIS project and provide any reports that were provided by the firm to support the needs 
assessment and project requirements to support the GIS initiative. 

46.4 Does PNG plan to file a CPCN for the GIS project? If not, please discuss why not. 

46.5 Please elaborate on the need for this project, specifically in relation to the five motivating 
factors cited in the Amended Application. 

46.6 Please provide the full project planning schedule, including the commencement date, and how it 
is tracking against the schedule so far in 2018. Specifically, please address if the project has 
commenced. 

46.7 Please provide a cost schedule for the project showing annual expenditures and for each year 
please clearly show the cost allocation between PNG-West and PNG(NE). 

 Reference: Rate Base 47.0
 Exhibit B-1-1, Section 2.13.1, p. 90 
 Planned non-recurring costs – Asset Record Modernization 

PNG states: “This is the first phase of a multi-year program by PNG to digitize all pipeline and associated 
facility design and construction records.” 
 
47.1 Please clarify how many years this project will span and provide the full project planning 

schedule. Specifically, please address when implementation of this project will commence. 

47.2 Please provide the total project costs for the Asset Record Modernization and a schedule 
showing expenditures by year for the project. 

 Reference: Rate Base 48.0
 Exhibit B-1-1, Section 2.13.1, p. 90 
 Planned non-recurring costs – Automatic Meter Reading Pilot Project 

48.1 Please discuss if PNG has any plans to file a CPCN for Automatic Meter Reading (AMR) following 
the pilot project and any associated timelines for this. 

48.2 Please provide a cost schedule showing the total project costs and a breakdown of the 
expenditures by year. 

48.3 Please list all benefits to be realized from the AMR and the associated cost savings. 

48.4 What is the estimated average cost per customer to install the AMR system service, and how 
does this compare to the average cost for manual meter reading? 

48.5 Please provide the full project planning schedule, including the commencement date, and how it 
is tracking against the schedule so far in 2018. Specifically, please address if the project has 
commenced and if it is expected to be complete in 2018. If not please clarify over how many 
years it will span. 
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 Reference: Rate Base 49.0
Exhibit B-1-1, Section 2.13.2, p. 97 
Post-retirement benefit plans 

On page 97 PNG states: 

PNG-West notes that its 2016 pension valuation identified a solvency deficiency such 
that, commencing once again in 2017, there is a requirement for PNG-West to make 
special cash contributions to its registered pension plan. 

49.1 Please elaborate further on the “solvency deficiency” mentioned in the above preamble, 
including the cause of the “solvency deficiency”, the amount of the deficiency, the amount of 
“special cash contributions” forecast for Test Years 2018 and 2019 and future years, and for how 
many years the pension plan is expected to remain in a “solvency deficiency” position. 

49.2 Please discuss PNG’s plan to pay down the “solvency deficiency” and the expected time period 
involved. 

49.3 Please identify and discuss the requirements of any regulations regarding how solvency 
deficiencies should be resolved (i.e. minimum pay down amounts and prescribed time periods 
that deficiencies should be eliminated), and PNG’s compliance with such regulations. 

49.4 Please discuss the implications to PNG if it is unable to pay down the “solvency deficiency” 
within its planned time period or the prescribed time period. 

49.5 Please provide a copy of the pension valuation that was completed at December 2017. 

On page 47 PNG states: 

PNG-West has an aging workforce and a preliminary analysis indicates that 50% of the 
employees in this department are eligible to retire in the next 5 years. 

49.6 Will the expected retirements mentioned in the above preamble increase the “solvency 
deficiency” in the pension plan? Please discuss why or why not, and the amount of the increase 
in the deficiency, if applicable. 

 
K. CAPITAL STRUCTURE AND RETURN ON CAPITAL 

 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL 50.0
Exhibit B-1-1, p. 103 
Credit rating assessment 

On page 103 of the Amended Application, PNG states: 

For the purposes of this Amended Application for both Test Year 1 2018 and Test Year 
2019, PNG-West has used the Decision 2017 approved rate of return on common equity 
(ROE) of 9.50% and common equity thickness of 46.50 % following the issuance of the 
Stage 2 GCOC Decision in 2014 and the Decision on the Fortis BC Energy Inc.’s (the 
Benchmark Utility) Application for its Common Equity Component and Return on Equity 
for 2016. 
 

50.1 What is PNG’s current credit rating? Has PNG’s credit rating changed in the last five years? 

50.2 Please provide PNG’s last three credit rating reports. 
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 Reference: BUSINESS RISK ASSESSMENT 51.0
Exhibit B-1-1, Appendix G 
Business risk assessment – 2018 update 

In Appendix G of the Amended Application, in compliance with Order G-77-13, PNG filed a business risk 
assessment update for 2018 based on a consolidated entity level for PNG-West and PNG(NE) 
(collectively, PNG). PNG’s assessment of business risks are in the following areas: Aboriginal Rights, 
competitive position of natural gas, customer growth, market demand and throughput, regulatory risk, 
supply risk, and other risks. 
 
On page 6 of Appendix G, PNG concludes that it does not propose any changes to its cost of capital to 
compensate for the increasing risk as the change has not been overly substantive at this time. 
 
51.1 With respect to Aboriginal Rights, PNG submits that there are numerous requirements for 

dealing with various aspects of Aboriginal Rights representing a much more resource intensive 
effort, and cites recent court cases. Please provide a brief overview of these court cases. 

51.1.1 If applicable, please discuss how these court cases will affect PNG’s business risk in 
Aboriginal Rights, and in terms of more investments in resources and efforts. 

51.2 With respect to competitive position of natural gas, PNG states: “[c]ommodity prices continue 
to be lower than 2016 and 2012, and market prices have shown less volatility in recent years.” 
Please provide the PNG-West commodity rates for PNG-West and Granisle propane service 
areas from 2011 to present. 

51.2.1 Please provide supporting quantitative evidence to substantiate that “market prices 
have shown less volatility in recent years.” 

51.2.2 PNG notes that the competitive position of natural gas has not improved. Please confirm 
that PNG in this statement is referring to the more expensive upfront installation costs, 
and carbon tax associated with natural gas service, and not natural gas rates in 
comparison with electricity. If not confirmed, please explain. 

 
L. CAPITAL EXPENDITURE REPORTING 

 Reference: Other Matters 52.0
 Exhibit B-1-1, Section 3.1.1, p. 109 
 Capital expenditures variance analysis 

In Table 44 PNG identify several projects with variances in excess of $50,000. 
 
52.1 Please explain if there are any overarching reasons why PNG has several projects in 2017, with a 

capital expenditure variance greater than $50,000. 

52.2 To what extent has PNG considered the larger capital variances in 2016 and 2017 and applied 
the necessary adjustment when budgeting for the 2018/2019 capital projects? 
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52.2.1 Please populate the table below and provide a detailed reason for any variances that 
exceed $50, 000 between the 2017 actual costs and 2018 budgeted costs. 

Major Capital Projects  2017 
Approved 
Expenditure 
Excluding 
Overhead 

2017 Actual 
Expenditure 
Excluding 
Overhead 

2018 
Budgeted 
Cost 
Excluding 
Overhead 

 
Mobile/Heavy Equipment 
Investigative Dig Cut-outs 
New Services 
Unspecified Mainline Repairs 
New/Replacement Tools and Equipment 
Computing Hardware/Software 
Meter and Regulator Purchases 
Distribution Mains 
 
Transmission Mainline Repairs and 
Assessments 
Structure Improvements 
Replace Line Heaters 
Compressor Station Upgrades 
Meter & Regulating Station Upgrades 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

M. COST OF SERVICE VARIANCE REPORTING 

 Reference: Cost of Service Variance Reporting 53.0
Exhibit B-1-1, Section 3.2, pp. 118-131 
Actual 2016 vs Decision 2016 and Actual 2017 vs Decision 2017 

53.1 Please revise Tables 48, 51 and 52 to remove the disallowed costs from the Actual 2016 and 
2017 amounts. 

53.2 Please provide a revised explanation of the variance between Actual 2016 and 2017 and 
Decision 2016 and 2017, respectively, for administration expenses (Account 721) based on the 
revised tables. 

53.3 What are PNG’s Actual 2016 and 2017 revenue deficiency, and return on equity compared to 
Decision 2016 and 2017 after removing the disallowed costs from the actuals. Please show 
calculations and explain any assumptions. 
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N. IDENTIFIED SERVICE QUALITY METRICS 

 Reference: Identified Service Quality Metrics 54.0
Exhibit B-1-1, Section 3.3, p. 132 
Key service quality metrics 

On page 132 PNG provided the following table: 

 
 
54.1 Are there specific benchmarks that PNG works towards with respect to the key service quality 

metrics provided in the table above? If not, please explain why not. 

54.1.1 If so, please provide these benchmarks. 

 
O. OTHER MATTERS TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 55.0
Exhibit B-1-1, Section 2.2.3, pp. 30-31. Appendix B, Figure 1 & Figure 3, pp. 4-6 
Unaccounted for gas 

On page 4 of Appendix B, referring to Figure 1, PNG states: “The blue and green shaded areas represent 
the range of 12-month running total UAF during the periods 2013-2015 and 2011-2015, respectively.” 
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On page 5 of Appendix B, PNG states: 

A determination of the monthly UAF volume is dependent upon an unbilled estimate; in 
other words, an estimate of the volume of natural gas delivered, but not yet billed to 
customers. This amount is estimated based on the number of unbilled days of service 
(DOS) from when a customer was last billed, to the end of the current calendar 
month…The change in reporting resulted in a reduction in the estimate of unbilled 
consumption of residential customers, and a resultant increase in the monthly UAF loss, 
during the months of February and March 2016. 

 
55.1 Please confirm that the blue shaded area in Figures 1 and 3 represent the 5 year range and 

green represents the 3 year range. 

55.2 Please explain how PNG estimates the volume of natural gas delivered but not yet billed to 
customers. 

55.3 Please explain how UAF is correlated to the estimate of the volume of natural gas delivered. 

55.4 Please confirm, or explain otherwise, that a reduction in the estimate of unbilled consumption 
results in a decrease in the monthly UAF loss, as shown by the orange line in Figure 3, and not 
an increase as stated in the above preamble. 

55.5 What change did PNG implement in February 2016, in the way unbilled days of service (DOS) 
were reported? 

55.5.1 Why did this change result in the reduction in the estimate of unbilled residential 
customers? 

55.5.2 Why did this change only impact unbilled residential customers? Were commercial and 
industrial customers unaccounted for gas (UAF) volumes affected by this change? 

55.6 Please provide a graph, showing the estimate of the volume of gas delivered relative to the 
actual delivered volume by month and customer classification from January 2016 onwards. 

55.7 Why did the change in unbilled DOS only affect February and March 2016? Please explain. 

55.7.1 Why was the largest adjustment made to the March 2016 volume, both in absolute 
terms and relative to the total? 
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55.8 Even after the adjustment, the 2016-2017(Adjusted) UAF volumes in February and March 2016, 
are above February and March levels found in the 12 month running total UAF during the 
periods 2013-2015. What other factors, if any, has PNG identified that could cause the UAF to be 
larger during this period? 

55.9 Prior to the adjustment please explain why 2016-2017 UAF volumes are greater than or equal to 
3 year range (green) from July 2016 until May 2017. Why is there an upwards trend in UAF 
volumes month over month from August 2016 to the peak UAF volume observed in December 
2016? 

 
On page 6 of Appendix B, PNG states: “PNG has determined that the most likely cause of the significant 
UAF volume during December 2016 is a residential and small commercial unbilled estimate that did not 
correctly reflect the impact of the sudden and significant cold snap that occurred during the middle of 
December.” 
 
On page 8 of Appendix B, PNG further states that: 

The impact of a cold snap in December 2016 on the unbilled estimate is an isolated 
event, albeit one that may occur again in the future. In an effort to improve its unbilled 
estimate under these circumstances, PNG continues to evaluate the costs and benefits 
of accessing more accurate customer information, such as may be provided using 
advanced metering infrastructure (AMI), or through a renewed residential end-use 
survey (REUS). 

 
55.10 How did PNG determine that a sudden and significant cold snap was the most likely cause of the 

significant volume in December 2016? Please provide details of this analysis. 

55.10.1 How can PNG isolate weather related and non-weather related effects which may jointly 
result in the significant December 2016 UAF volume? 

55.10.2 Does PNG assign probabilities to likely cold weather events, similar to the one observed 
in December 2016, from occurring again in the future? If so, please provide details. If 
not, how could this analysis be implemented? 

55.11 Please confirm, or otherwise explain, that the December 2016 unbilled estimate was included as 
an adjustment based on actual deliveries and billed on a subsequent billing cycle. 

55.12 What measures do PNG have in place to ensure customers are billed accurately? 

55.13 Please explain the reason(s) why UAF levels, after adjustment, lay outside the 2 and 5 year 
bounds for September to November 2017. 

55.14 Has PNG experienced a significant weather related UAF volume prior to December 2016? If so, 
please provide a detailed analysis on when this occurred. If not, why was December 2016 the 
first occurrence? 

55.15 What measures, if any, are in place to mitigate the effects this isolated event has on UAF 
volumes? 

55.16 What are the associated costs and benefits to PNG of accessing more accurate customer 
information? Please provide any financial and/or UAF volume analysis PNG has performed. 

55.17 Is PNG likely to implement solutions to access more accurate customer information in the 
future? If so, how would PNG achieve this and how would associated costs be recovered? 
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	A. Demand Forecast Revenues and Margin
	1.0 Reference: DEMAND FORECAST REVENUES AND MARGIN Exhibit B-1-1, pp. 7, 10 Proposed rate deferral mechanism
	1.1 Please explain why PNG has proposed a short term interest rate for the rate deferral account.
	1.2 Please describe any alternatives to the proposed rate deferral account that were considered by PNG in order to address rate volatility between 2018 and 2019.

	2.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.1, pp. 25-28 Commercial deliveries and margin
	2.1 Please provide a volume breakdown clearly showing the effects on demand caused by the reclassification of small and large commercial sales customers, and the forecast demand increase attributed to existing small and large commercial customers.
	2.1.1 Please explain why deliveries for large commercial transport customers increases by 9,000 GJ between 2017 and 2018, and decreases by 3,500 GJ between 2018 and 2019.

	2.2 Please explain the main reasons for the increase of approximately 43,000 GJ in small commercial firm demand.
	2.3 Under which sales class does the liquefied natural gas project in Kitimat fall? Please provide the associated volume decrease for this project in Test Year 2018 as compared to Decision 2017.
	2.3.1 Could this project come online prior to 2019? How would this affect forecast gas deliveries?

	2.4 Please confirm that the increased demand in the commercial transport group demand consists of Small Commercial Transport (RS22) and Large Commercial Transport (RS33), as detailed in Table 9: Forecast Gas Deliveries, as opposed to RS 22 and RS 24, ...
	2.5 Please account for the variance in demand between 2017 Actual deliveries and 2017 Decision deliveries for Large Commercial Firm (Rate 3) customers.

	3.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.1, pp. 25-28 Seasonal Off Peak/NGV Deliveries
	3.1 Please explain the cause of the variance in Seasonal Off-Peak Deliveries in 2017 Actual as compared to Decision 2017.
	3.1.1 Please explain if the variance between Actual 2017 and Decision 2017 deliveries for NGV is related to the single company that is no longer selling or using compressed natural gas, as described on page 27 of the Amended Application. If this is re...


	4.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.1, pp. 25-28 Industrial deliveries
	4.1 Did PNG consult with all Small Industrial Transport customers?
	4.1.1 Please provide the number of surveys conducted, and the number of responses PNG received. How many responses were received relative to the number of customers?

	4.2 Please discuss the main reasons for the decrease of 40,000 GJ from 2018 to 2019.
	4.3 What is the likelihood that customers could increase demand throughout the year?
	4.3.1 Are customers required to provide PNG with an adequate lead time before additional demand is required? If so, what lead time is required?

	4.4 Please provide the annual demand volumes associated with each of the new pellet plant in Smithers, BC, and Ridley Island Propane Export Terminal (RIPET), a small industrial customer, for Test Year 2019.
	4.5 Please explain the reasons for the Small Industrial Sales (Rate 4) variance in deliveries in Actual 2017 as compared to Decision 2017.
	4.5.1 Why is the forecast for Small Industrial Sales (Rate 4) customers for 2018 test year deliveries below 2017 actual deliveries when there is an anticipated 52,000 GJ increase due to the Smithers pellet plant? Please elaborate.

	On page 28 of the Amended Application, PNG states: “For Test Year 2018, Rio Tinto Alcan (RTA) has indicated a decrease in forecast deliveries that are in line with recent historical usage, and has provided PNG-West with a notice to reduce their contra...
	4.6 Table 9: Forecast deliveries shows that since 2013, actual RTA deliveries have increased year over year. What period is PNG referring to that indicates a decrease in forecast deliveries in line with recent historical usage?
	4.7 Please provide calculation details clearly explaining how the increase in T-South heating value change from 39.0 MJ per m3 to 40.0 MJ per m3 results in approximately 40,200 GJ and $121,000 in Test Year 2018 deliveries.
	4.7.1 Assuming the T-South heating value remained the same, what effect would the reduction in RTA demand have on deliveries and margin between 2017 Decision and Test Year 2018 Deliveries?

	4.8 Please provide the annual demand from which PNG calculated the RTA demand reduction of 99,144 GJ between Test Years 2018 and 2019, relating to the period January to October.
	4.9 BC Hydro deliveries have ranged from 20,800 GJ to 136,550 GJ for the period 2013 actuals to 2017 Decision, indicating BC Hydro operated this generation facility more frequently in some years. Please explain how this figure of 24,000 GJ is consiste...
	4.10 Over which historic period did PNG use to calculate this 24,000 GJ demand?
	4.11 Which years are consistent with the period that BC Hydro operated its generation station as a backup facility? Which are not?
	4.12 Where demand is greater than 24,000 GJ, did BC Hydro operate its generating station differently than on a standby basis? What is the frequency that this generation station was in operation in those years?
	4.13 What is the probability that BC Hydro’s annual demand profile for Prince Rupert generating station will be greater than 24,000 GJ in 2018 and 2019?
	4.14 Please confirm, or explain otherwise that PNG-West contacted BC Hydro to obtain feedback on how it plans to operate the generation facility.
	4.15 Did BC Hydro confirm they would continue to operate Prince Rupert as a backup facility? Please discuss.
	4.15.1 How does PNG-West ensure that there is sufficient capacity to meet BC Hydro’s demand if Prince Rupert is operated on a basis other than a backup facility? Please explain.


	5.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.2, pp. 28-31 Company use gas requirements
	5.1 Please explain the increase of 17.3 percent and 8.7 percent in compressor fuel for the years 2018 and 2019 respectively?
	5.1.1 How is the usage of compressor fuel correlated to total deliveries?

	5.2 Why is company gas use for compressor heating lower between 2017 Decision and Test Year 2018, but higher in Test Year 2019 when there is an increase in total deliveries year over year during the same period?
	5.3 Is office and shop heating correlated with total deliveries? If yes, please explain why. If not, please explain how these requirements are calculated.


	B. Operating And Maintenance Expenses
	6.0 Reference: OPERATING AND MAINTENANCE EXPENSES Exhibit B-1-1, pp. 34 Investigative digs and repairs
	6.1 Please provide the Actual 2017 investigative digs and repairs expense and explain any variance between Test Year 2018 and Actual 2017.

	7.0 Reference: Operating Expenses Exhibit B-1-1, Sections 2.3.1 and 3.2.2.1, pp. 33-34 and pp. 126-127; PNG-West 2016-2017 Revenue Requirements Application (RRA) proceeding, Exhibit B-4, BCUC IR Nos. 8.1 and 8.2 Account 665 – Pipelines
	7.1 Please confirm that costs related to: (i) the temporary line repairs as a result of the Kleanza Creek and Copper River washouts; and (ii) the integrity management planning are not forecast to occur in Test Years 2018 and 2019.
	7.1.1 If not confirmed, please explain, and provide the total forecast cost for this account related to: (i) and (ii) above and a breakdown of the amounts by test year.

	7.2 Please confirm that PNG’s planned integrity management activities and forecast expenditures for Test Years 2018 and 2019 align with the integrity management plan submitted to the Oil and Gas Commission. If not confirmed, please explain.
	7.3 Please provide a similar table as the above for the following years: Actual 2016, Decision 2016, Actual 2017, Decision 2017 and Test Years 2018 and 2019.
	7.4 Please provide explanations for any variances greater than $50,000 or 10 percent compared to the previous year actual or the Decision, if not already provided on pages 33-34 of the Amended Application.
	7.5 Please provide the same breakdown for the “Other” category of expenses in Account 665 for: Decision 2016, Decision 2017, Test Years 2018 and 2019 and actuals for 2016 and 2017 (if available).

	8.0 Reference: Operating Expenses Exhibit B-1-1, Sections 2.3.2, 3.2.1.1 and 3.2.2.1, pp. 34-35, 119-120 and pp. 126-127 Account 666 – Compressors
	8.1 Please discuss if the amount of relief value work forecast for Test Years 2018 and 2019 is expected to be greater, lower or the same as the 2016 and 2017 actuals.
	8.2 Please confirm that the relief valve testing work is expected to continue for the entirety of 2018 and 2019. If so, please clarify when this work is expected to be completed. If not confirmed, please explain.
	8.3 Please discuss if PNG considered tendering the work. If not, please explain why not.
	8.4 Please provide a comparison between the 2016 and 2017 actual costs, and 2018 and 2019 forecast costs for contractor charges, materials and labour for relief valve testing work.
	8.4.1 If known please provide an explanation as to why the contractor charges have increased.

	8.5 Please clarify how the pending retirement of a compression station operator caused labour costs to be greater than forecast in 2017.
	8.6 When did the compression station operator retire or is expected to retire?
	8.7 How many compression station operators were there in 2016 and 2017 and how many are forecast for Test Years 2018 and 2019?

	9.0 Reference: Operating Expenses Exhibit B-1-1, Section 2.3.5, pp. 35-36; PNG-West 2016-2017 RRA proceeding, Exhibit B-4, BCUC IR Nos. 11.1 and 11.6  Account 685 – General Operations
	9.1 Please discuss when each of the activities mentioned in the preamble above is expected to begin and be completed.
	9.1.1 Please provide the total cost of each of these activities broken down by test year.
	9.1.2 Please explain how the costs associated with each of these activities are different from the costs under Capital Expenditures related to the same projects.

	9.2 Please discuss when the new positions in the areas of engineering and records management is expected to begin, and the forecast cost of each position.
	9.2.1 Please discuss if any of these new positions will be replacing current positions (i.e. certain tasks currently performed may no longer be required or are redundant once PNG moves to a digital system).
	9.2.1.1 If so, please quantify the cost savings from the positions that will no longer be required, and explain in which account and test year(s) these forecast savings have been recorded.


	9.3 Please provide a breakdown of the $99,000 forecast increase for Test Year 2018.
	9.4 Please explain in detail why the vehicle cost allocation to operations has increased.
	9.5 Please provide a similar table for Actual 2016 and 2017, Decision 2016 and 2017 and Test Years 2018 and 2019.
	9.6 Please provide explanations for any variances greater than $50,000 or 10 percent compared to the previous year actual or forecast.
	9.7 Please provide a similar table for Test Years 2018 and 2019, Decision 2016 and 2017 and Actual 2016 and 2017. Please identify the accounts impacted by increases due primarily to inflationary increases.

	10.0 Reference: Operating Expenses Exhibit B-1-1, Sections 2.3.7 and 3.2.2.1, pp. 36 and 127 Accounts 711, 713 and 714 – Customer Care
	10.1 Please provide the Actual 2017 and Forecast 2018 contract costs for the customer billing system, and provide an explanation for any variance greater than $50,000 or 10 percent.

	11.0 Reference: Operating Expenses Exhibit B-1-1, Section 2.3.8 pp. 36-37 Account 673, 675, 684, 712 and 718 – Other
	11.1 Please confirm, or explain otherwise, that none of the four summer student positions are expected to be replaced with new positions. If confirmed, please also explain why the positions will not need to be replaced.

	12.0 Reference: Maintenance Expenses  Exhibit B-1-1, Section 2.4.1 p. 39  Account 866 — Compressors
	12.1 Please explain if PNG considered tendering the work, and if not why not.
	12.2 Please provide a detailed breakdown of the compressor costs between the Actual 2017 and Test Year 2018.

	13.0 Reference: Maintenance Expenses  Exhibit B-1-1, Section 2.4.5, pp. 39-40  Account 865/885 - Other
	13.1 Please explain the reasons for the increase in Account 865/885 costs between Actual 2017 and Test Year 2018.


	C. Administrative and General Expenses
	14.0 Reference: Administrative and General Expenses Exhibit B-1-1, Sections 2.5 pp. 41-54; PNG-West 2016-2017 RRA proceeding, Exhibit B-4, BCUC IR No. 15.1 Employees by department/function
	14.1 Please provide a similar table for Test Years 2018 and 2019 and actuals for 2016 and 2017 for all of PNG. Please also identify any vacant positions.

	15.0 Reference: Administrative and General Expenses Exhibit B-1-1, Sections 2.5.1 and 3.2.2.3 pp. 41-42 and pp. 128-130; Appendix C, pp. 34, 36-40; PNG-West 2016-2017 RRA proceeding, Exhibit B-4, BCUC IR 16.1 Account 721 – Administration
	15.1 Please provide a comparison of the administration costs with the disallowed portion of the Inter-affiliate charge and Mid Term Incentive Plan (MTIP) expense removed for the 2016 and 2017 actuals. Please provide explanations for any significant va...
	15.2 Please provide a breakdown of the variances resulting from the vacant positions and the lower than forecast contractor charges noted in the preamble above.
	15.3 Please discuss when the positions noted in the preamble above have been filled or are expected to be filled. If not expected to be filled, please explain.
	15.4 Please discuss if the contractor charges noted in the preamble above are expected to remain similar to the 2017 actuals. Please explain why or why not.
	15.5 Please expand the above table to include actuals for 2016 and 2017. Please also clearly identify any one-time contractors which do not carry forward into future years.
	15.6 Please explain how each of the services provided by the contractors in the above table differ from the services provided by AltaGas as detailed on pages 36-40 of the KPMG report in Appendix C of the Amended Application.
	15.7 Please provide a similar table for: Test Years 2018 and 2019, Decision 2016 and 2017 and Actual 2016 and 2017.
	15.8 Please provide explanations for any variances greater than $50,000 or 10 percent compared to the previous year actual or the Decision.

	16.0 Reference: Administrative and General Expenses Exhibit B-1-1, Section 2.5.2 pp. 44-45; Appendix C, pp. 34, 36-40 Account 722 – Special Services
	16.1 Please provide the anticipated start and end date of the “specialized human resource initiatives,” the development of programs focused on safety and the new geographical information system project noted in the preambles above, as well as a breakd...
	16.2 Please discuss why the initiatives and projects mentioned in the preambles above are necessary.
	16.3 Please explain why each of the initiatives and projects mentioned in the preambles are anticipated to continue into test year 2019.
	16.4 Please confirm, or explain otherwise, that the new geographical information system mentioned in the above preamble is for the exclusive use of PNG West and PNG(NE).
	16.4.1 Please discuss how the services related to the implementation of the new geographical information system differs from the IT services provided by AltaGas Limited (AltaGas) as detailed on page 39 of the KPMG report in Appendix C of the Amended A...

	16.5 Please confirm, or explain otherwise, that the consulting fees for the new geographical information system mentioned on page 45 of the Amended Application are for the same geographic information system (GIS) initiative as those mentioned in the a...
	16.5.1 If confirmed, please also confirm, or explain otherwise, that the estimated project cost of $2.4 million includes the costs of the consulting fees and general operating costs related to the new geographical information system recorded in Accoun...

	16.6 Please expand Table 22 to include actuals for 2016 and 2017.
	16.7 Please explain how each of the services provided by the consultants recorded in Account 722 in Table 22 of the Amended Application differ from the services provided by AltaGas as detailed on pages 36-40 of the KPMG report in Appendix C of the Ame...

	17.0 Reference: Administrative and General Expenses Exhibit B-1-1, Sections 2.5.4 and 3.2.2.3 pp. 46-49 and pp. 129-130; PNG-West 2016-2017 RRA, Exhibit B-4, BCUC IRs 1.24.1-1.24.3 Account 725 – Employee Benefits
	On page 47 PNG states:
	17.1 Please discuss if PNG-West expects the new health spending account to continue after October 31, 2019.
	17.2 Please provide an estimate of the impact of the new Employer Health Tax and elimination of the Medical Services Plan premiums for Test Years 2018 and 2019.
	17.3 Please provide a table similar to the one above that details the calculation for both Test Years 2018 and 2019 forecast amounts, and the 2016 and 2017 actual amounts. Please provide explanations for variances greater than $50,000.
	17.4 Please provide a table similar to the one above for Actual 2016 and 2017, Decision 2017 and Test Years 2018 and 2019.
	17.5 Please reconcile the two statements above.
	17.6 Please provide the actual load rates for 2016 and 2017 and provide explanations for any significant variances from the rates approved in the Decisions.
	17.7 Please explain how employee benefit load rates are calculated and provide an illustrative example of the calculation for Test Year 2018 for “Executive”.
	17.8 How many actual vacant positions were there in 2017 as opposed to forecast and when were these positions filled or are expected to be filled?
	17.8.1 Please discuss if the vacancies in the above preamble are due to the positions being new or are replacements for employees that have retired or have otherwise been terminated.


	18.0 Reference: Administrative and General Expenses Exhibit B-1-1, Sections 2.5 and 2.5.5 pp. 49-50 and p. 41 Account 728 – General
	18.1 Please provide the Actual 2016 and 2017 with the disallowed costs removed for General (Account 728).


	D. Inter-Affiliate Charge
	19.0 Reference: Inter-affiliate Charge Exhibit B-1-1, Sections 2.5.1 and 2.5.7.1, pp. 43-44 and pp. 51-52, Appendix C AltaGas inter-affiliate charges
	19.1 Please provide the incremental revenue deficiency and rate impact for Test Years 2018 and 2019 based on a scenario where PNG was approved to recover the full AltaGas inter-affiliate charges in each of the Test Years. Please show all supporting ca...
	19.2 Does PNG have an update on the estimated timeframe for when it would likely seek full recovery of the AltaGas inter-affiliate charge?
	19.3 Please recreate the above table with an additional column representing the 2009-2011 three-year average historical costs to operate as a stand-alone public company, excluding Deferred Stock Unit (DSU) adjustment costs.
	19.4 Please confirm, or explain otherwise, that the additional two FTEs mentioned in the above preamble are for the Accounting and Tax and Finance/Treasury functions noted in the table above.
	19.4.1 Please confirm, or explain otherwise, that these are positions that PNG did not have prior to its acquisition by AltaGas. If confirmed, please discuss if these functions were previously outsourced.

	19.5 Please clarify in which cost pool the corporate insurance premium mentioned in the above preamble was previously included, and why it was included in Treasury for Test Years 2018 and 2019 but not previously.
	19.6 Please discuss how much of the decrease in the AltaGas management fee is due to a reduction in the cost pools versus a reduction in the cost pool allocators.
	19.7 Please reconcile the amounts on lines 2 and 37 of the above extract with amounts in Table 20 on page 44 of the Amended Application.


	E. Transfers to Capital
	20.0 Reference: Transfers to Capital Exhibit B-1-1, Sections 2.6, 3.2.1.1 and 3.2.1.4, pp. 55-56 and 123; PNG-West 2016-2017 RRA, Reasons for Decision Transfers to Capital (Capitalized Overhead)
	20.1 Please provide the estimated time in support of forecast capital activities for corporate/management and support staff for Test Years 2018 and 2019, and the actual time spent for 2016 and 2017.
	20.1.1 Please provide an explanation for variances greater than 10 percent in actual and estimated time in support of forecast capital activities.

	20.2 For Test Years 2018 and 2019, please separately show how much of the change in Operating Transfers to Capital and Administrative and General transfers to capital are related to: (i) changes to forecast capital expenditures; (ii) a change in alloc...
	20.3 Please explain why the actual Operating Expense transfers to capital for 2016 were $78,000 (or 21.5 percent) more than forecast for Decision 2016.
	20.4 Please provide the actual capitalization rate as compared to the forecast capitalization rate for the VP of Engineering’s salary for 2016 and 2017.


	F. Depreciation
	21.0 Reference: DEPRECIATION Exhibit B-1-1, p. 59 and Appendix D, p. II-29 Positive Salvage
	21.1 Does the following statement on page II-29 of the Depreciation Study refer to the actual net positive salvage recorded for Account 485 between 2012 and 2016? If not, please clarify what this statement refers to.
	21.1.1 Please elaborate on why PNG has not incorporated the positive salvage recommendation for Account 485, despite the information provided on page II-29 of the Depreciation Study.


	22.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 58-61 and Appendix D Net salvage - rate impact
	22.1 Please provide the Test Years 2018 and 2019 rate impact of incorporating the negative salvage values recommended in the Depreciation Study, which results in depreciation expense for Test Years 2018 and 2019 being greater by $1.908 million and $1....
	22.2 Please provide the net impact of incorporating all of the recommendations made by Concentric in the Depreciation Study, including the change in both depreciation rates and net salvage values. Please provide the impact on both depreciation expense...
	22.3 Please confirm that if PNG adopted Concentric’s recommendation regarding negative salvage values, it would have a one-time rate impact for customers during the year of transition (i.e. Test Year 2018). If not confirmed, please explain and provide...
	22.3.1 In the event that Concentric’s recommendation regarding negative salvage values were adopted by PNG, please discuss if PNG would consider a transition period to smooth out the immediate impact on customer rates.
	22.3.2 In the event that Concentric’s recommendation regarding negative salvage values were adopted by PNG, please discuss if PNG would consider offsetting the immediate impact on customer rates with amortization of the Option Fee Payment deferral acc...

	22.4 If Concentric’s recommendations regarding negative salvage accounting were adopted, how would the annual negative salvage accrual collected from customers get recorded for regulatory accounting purposes? For example, would the amount collected be...
	22.5 Please explain if PNG agrees with the following statements on pages I-4 and I-5 of the Depreciation Study as it relates specifically to PNG. Please discuss why or why not.

	23.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 58-61 and Appendix D Plant Gains and Losses deferral account
	23.1 Please provide the actual additions and amortization expense for the Plant Gains and Losses deferral account for each year between 2012 and 2017, and forecast 2018 and 2019, broken down into the following categories:
	23.1.1 Please explain if any of the above three categories for the Plant Gains and Losses deferral account would no longer be required in the event that all of the net salvage values recommended in the Depreciation Study were adopted by PNG.


	24.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 58-61 and Appendix D Negative Salvage
	24.1 Please provide a thorough analysis from PNG’s perspective of the pros and cons of incorporating negative salvage values into depreciation rates, as recommended by Concentric in the Depreciation Study, versus maintaining PNG’s current methodology ...
	24.2 Please provide an analysis of the full costs of implementing the recommendation by Concentric to incorporate negative salvage values into depreciation rates.
	24.3 Please discuss if PNG considered any options for negative salvage accounting other than the methodology currently used by PNG and the methodology recommended by Concentric. For example the ARO Approach and/or Hybrid Approach referenced in the pre...

	25.0 Reference: DEPRECIATION Exhibit B-1-1, p. 60 and Appendix D, pp. I-8 - I-10, II-4 Negative Salvage
	On page 60 of its Amended Application, PNG states that: “PNG-West, like many utilities, prefers to record actual costs of removal at the time incurred. This treatment is consistent with the practice of other utilities and is an allowable method under ...
	25.1 Please confirm, or explain otherwise, that PNG’s current methodology of recording actual costs or removal at the time incurred is an allowed practice under US Generally Accepted Accounting Principles (GAAP). Please provide the applicable US GAAP ...
	25.2 Please provide examples of other Canadian gas distribution utilities that use the same methodology as PNG for net salvage accounting.
	25.2.1 Please provide examples of other Canadian gas distribution utilities that use the same methodology as recommend by Concentric for net salvage accounting.

	25.3 With respect to the examples from other jurisdictions provided on pages I-9 to I-10 of the Depreciation Study, are there any more recent examples? If so, please provide the details.
	25.4 Please provide a list of the peer companies used by Concentric in arriving at its net salvage recommendations.

	26.0 Reference: DEPRECIATION Exhibit B-1-1, Appendix D, pp. II-9, II-20 Negative Salvage – Specific Accounts
	26.1 Please elaborate on the reasons why Concentric has recommended a net salvage of negative 25 percent for Account 418, given that the peer analysis indicated a net salvage of negative 10 percent. Please include the specific data and information rel...
	26.2 Please expand on the reasons why a net salvage value of negative 60 percent is recommended by Concentric for Account 473. Please include the specific data and information relied upon in making the recommendation.
	26.3 Please provide an illustrative example of how the annual accrual for net salvage is calculated, using Account 473 and the following inputs from page II-9 of the Depreciation Study:

	27.0 Reference: DEPRECIATION Exhibit B-1-1, p. 60, Appendix D, p. IV-2 Depreciation rates
	On page 60 of its Amended Application, PNG states that:
	27.1 Please clarify if the annual and accrued depreciation has been calculated using the average life group procedure or the equal life group procedure.
	27.2 Please describe each of the following terms and how they are applicable to the Depreciation Study filed in the Amended Application:
	 Average Life Group Procedure;
	 Equal Life Group Procedure;
	 Amortization Accounting.

	28.0 Reference: DEPRECIATION Exhibit B-1-1, Appendix D, p. II-23 Depreciation rates
	28.1 Please explain if a retirement rate analysis was prepared for Account 477. If so, please provide the results and if not, please explain why not.

	29.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 59-69 and Appendix D, p. II-5 Depreciation of Land Rights
	29.1 Please provide the factors that were considered by PNG in making the determination that Land Rights have an indefinite life and should not be depreciated.
	29.2 Please explain if PNG’s proposed treatment to not depreciate Land Rights is acceptable under US GAAP. Please provide the applicable US GAAP section(s) in support of this response.
	29.3 Please provide examples of other Canadian gas distribution utilities that use the same methodology for Land Rights as proposed by PNG.


	G. Deferral Accounts and Amortization
	30.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 64; PNG 2016-2017 RRA Decision, pp. 17-18 EMAT 2018 Tool Run
	30.1 Please confirm, or explain otherwise, that both expensing and capitalizing the EMIT ILI tool runs is allowed under US GAAP. Please provide the applicable US GAAP section(s) in support of this response.
	30.2 Please discuss if there are any circumstances under which PNG would be required to repeat the integrity test more or less frequently than every 7-10 years.
	30.2.1 In the event that the integrity test is repeated less frequently than 10 years, would PNG propose adjusting the amortization period from 10 years to reflect the actual timeframe of repeating the test?

	30.3 Please discuss the circumstances under which PNG would consider it appropriate to use regulatory accounts where financial accounting principles allow for capitalization of costs.

	31.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 64; Exhibit B-4 in the PNG 2016-2017 RRA proceeding, BCUC IR 41.2 EMAT 2018 Tool Run
	31.1 Please provide the annual revenue requirement impact for each of 2018 – 2028 under each of the following two scenarios, broken down between income taxes, depreciation, amortization, return on equity and interest:
	31.1.1 Please discuss if there are any additional ratepayer benefits to recording the EMAT ILI run costs in a deferral account, rather than capitalizing them, other than the tax implications.


	32.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 64 EMAT 2018 Tool Run
	32.1 Please provide the basis for the $1.2 million Test Year 2018 forecast cost related to EMAT ILI runs.
	32.1.1 Please explain why the costs associated with the EMAT ILI tool runs have increased from $487,000 in 2016 to forecast $1.2 million in Test Year 2018.
	32.1.2 Please explain the difference between the $1.2 million in costs associated with the EMAT ILI runs and the $145,000 in operating costs for each of Test Year 2018 and 2019 associated with in-line inspection tool runs.

	32.2 Please provide the actual 2016 and 2017 costs associated with the EMAT ILI tool runs and explain any variances from approved costs.

	33.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 65 Overhauled Compressor Engine Spare
	33.1 Please elaborate on why the overhaul is required, given that there is only one out of six compressors being utilized at any point in time. Specifically, please address any issues with the existing equipment.
	33.2 When does PNG expect that the overhauled engine will be placed in service?
	33.3 Does PNG have an overhaul schedule for the six compressors that are currently being rotated? If so, please provide the details.

	34.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 65 Overhauled Compressor Engine Spare
	34.1 Please elaborate on why PNG believes that the proposed accounting treatment is allowed under US GAAP. Please provide the applicable US GAAP section(s) in support of this response.
	34.2 Please explain if these costs are allowed to be capitalized under US GAAP. Please provide the applicable US GAAP section(s) in support of this response.
	34.3 Please provide the annual revenue requirement impact for each of the five years that the asset is in service under each of the following two scenarios, broken down between income taxes, depreciation, amortization, return on equity and interest:
	34.3.1 Please discuss if there are any additional ratepayer benefits to recording the EMAT ILI run costs in a deferral account, rather than capitalizing them, other than the tax implications.


	35.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 65 Line break costs
	35.1 Please describe the nature of the temporary repairs that were required for the Copper River line break.

	36.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, pp. 68 - 69 Option Fee Payment Deferral Account
	36.1 Please confirm, or explain otherwise, that there are no remaining legal requirements regarding the option fees recorded in the Option Fee Payment deferral account now that both the Gas Transportation Service Agreement (GTSA) and the Interconnecti...
	36.2 Please confirm when the GST of $321,000 related to the Option Fee Payments was remitted to the CRA.
	36.3 In the event that no amortization for the Option Fee Payment deferral account is recorded in Test Years 2018 and 2019 as proposed, please discuss if PNG considers that the current short term interest rate applied to the deferral account is approp...
	36.4 Please provide the Test Years 2018 and 2019 rate impact of amortizing the Option Fee Payment deferral account balance in full over 2018 and 2019.
	36.5 Given the potential legal requirements related to future negotiated option fees as compared to the option fees recorded in the Option Fee Payment deferral account, would PNG consider it appropriate to apply for deferral account treatment of any f...

	37.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 70 PLP Project Amendment sharing
	37.1 Please provide a description of the Triton LNG Project and how it relates to PNG, in addition to the status of the project, the Transportation Reservation Agreement and subsequent amendment(s).
	37.2 Please confirm if the Transportation Reservation Agreement dated July 2013 referenced in the Amended Application, is the same agreement as was approved by Order C-10-15A.
	37.2.1 Was the Amendment Agreement filed with the Commission for approval? Please explain why or why not.

	37.3 Please describe the nature of the development costs, overhead costs and carrying costs incurred by PNG in relation to the Triton LNG Project.
	37.4 Please provide the amount of the development costs recovered from Triton LNG Limited Partnership.
	37.5 Please provide the amount of any development costs, overhead and/or carrying costs that have been included in PNG’s past revenue requirements and recovered from ratepayers.
	37.6 Please explain why PNG is proposing to amortize the $200,000 related to the PLP Project in 2019, as opposed to 2018.


	H. Miscellaneous Other Income and Credits
	38.0 Reference: Miscellaneous Other Income and Credits Exhibit B-1-1, Sections 2.10 and 3.2.2.4, pp. 72 and 131 Other Income
	38.1 Please discuss why the forecast 2018 and 2019 penalty charges are expected to be $30,000 lower than the actual 2017 penalty charges.


	I. Shared Services Recovery from PNG(NE)
	39.0 Reference: Shared Services Recovery from PNG(NE) Exhibit B-1-1, Sections 2.11, pp. 73-82; PNG-West 2016-2017 RRA, Exhibit B-4, BCUC IR 28.1 Composite Allocators
	39.1 Please clarify what “base costs and financial and operating metrics” mentioned in the above preamble means.
	39.2 Please recreate the table above for each of 2016 and 2017 actuals and Test Years 2018 and 2019 forecasts.
	Table 34 on page 77 of the Amended Application includes a column labelled “Test Year 2015”.
	39.3 Please confirm, or explain otherwise, that this column should be labelled as “Decision 2015” not “Test Year 2015”.
	39.4 Please recreate Table 34 by replacing the last three columns in the table with “Actual 2017”, “Actual 2016” and “Actual 2015” figures.
	Table 35 on page 81 of the Amended Application includes a column labelled “Test Year 2015”.
	39.5 Please confirm, or explain otherwise, that this column should be labelled as “Decision 2015” not “Test Year 2015”.
	39.6 Please recreate Table 35 by replacing the last three columns in the table with “Actual 2017”, “Actual 2016” and “Actual 2015” figures.


	J. Rate Base
	40.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, p. 85  Capital Expenditures 2018
	PNG forecasts Total Capital Expenditures excluding overhead of $15,218,633 for Test Year 2018.
	40.1 Please confirm that all the Capital expenditures planned for 2018 are still expected to be completed in 2018.
	40.1.1 For each of the projects identified that is expected to extend beyond Test Year 2018, please provide the full project schedule and the total project cost, including a breakdown of the expenditures by year.


	41.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, pp. 87 and 93  Planned recurring costs - new replacement tools
	41.1 Please provide a detailed breakdown of all the costs associated with tools and equipment for Test Years 2018 and 2019.

	42.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, p. 87  Planned no-recurring costs – Copper River MP 250 Repair
	42.1 Please provide a comparison table of the alternatives that PNG considered and clearly showing the following:
	 construction costs;
	 the risk/probability of a repeat occurrence;
	 maintenance costs;
	 non-financial factors;
	 overall lifecycle cost perspective;
	 design specifics;
	 permitting and stakeholder requirements;
	 identified risks.
	42.1.1 Please discuss why the current proposal was considered to be the best alternative.

	42.2 Please confirm if PNG plans to submit a Certificate of Public Convenience and Necessity (CPCN) application for this project. If not, please explain why not.
	42.3 Please confirm that the pipeline replacement is “like for like” in capacity and size as compared to the previous line.
	42.4 Please provide the project schedule, including the commencement date, and how it is currently tracking against the schedule. Specifically, please address if the project is on track to be completed in 2018 and if construction has already commenced.
	42.5 Please provide a copy of the detailed budgetary control cost estimate for the project.
	42.5.1 Please provide a breakdown of the total project costs by year, including those project costs that have already been incurred.
	42.5.2 Please provide a detailed breakdown of $80,000 already spent on the planning aspect of this project.

	42.6 Please provide a breakdown of the total expected Contribution in Aid of Construction (CIAC) related to the repair, broken down by the party that is expected to make the contribution (i.e. insurer, BC Ministry of Forests, Lands and Natural Resourc...
	42.6.1 Please provide an update on the negotiations with the FLNRO and other stakeholders and the insurer.


	43.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, p. 89  Planned no-recurring costs – Ridley Island Propane Export Terminal (RIPET) Gas Supply
	43.1 Please provide the project schedule, including the commencement date, and how it is currently tracking against the schedule. Specifically, please address if the project is on track to be completed in 2018.
	43.1.1 Please explain if and when construction has commenced on the new 114mm steel pipeline, new pressure regulating station and/or metering station required to provide service to the RIPET project.

	43.2 Please confirm if PNG plans to submit a CPCN application for this project. If not, please explain why not.
	43.3 Please provide in detail the justification and need for PNG to carry out this project.
	43.3.1 Please provide details of the alternatives solutions, if any, that were considered.
	43.3.2 What alternatives to PNG, if any, were considered? Specifically, did AltaGas consider constructing the RIPET project themselves? Please discuss.

	43.4 Please provide a copy of the detailed budgetary control cost estimate for the project.
	43.4.1 Please provide a breakdown of the total project costs by year, including those project costs that have already been incurred.
	43.4.2 Please provide a detailed breakdown of the $126,000 already spent on this project.


	44.0 Reference: CAPITAL EXPENDITURES Exhibit B-1-1, pp. 27-28 and 88 - 89 RIPET gas supply
	44.1 Has a mains extension test been conducted for the capital expenditures related to the RIPET project? If yes, please provide the results of the mains extension test. If not, please explain why not.
	44.2 Please explain if CIAC related to this project has been included in the Amended Application and if so, the amount. If not, please explain why not.
	44.3 Please provide the current status of the long-term Firm Sales Service Agreement related to the RIPET project, and when it is expected to be finalized.
	44.3.1 Please provide any details that are available regarding the long-term Firm Sales Service Agreement, including:
	 Term of the Agreement;
	 Minimum Take of Pay Volume;
	 Applicable Rate;
	 Applicable Contribution in Aid of Construction.

	44.4 Please provide a copy of the “backstop agreement” for the RIPET project that is referenced on page 89 of the Amended Application.
	44.5 Please reconcile the statement that a “fuel gas in-service date of October 2018” is required as compared to the statement that RIPET is expected to commence service in June 2019.
	44.6 Please confirm the amount of any additions to rate base related to the RIPET project in the Amended Application and the test year in which they are added.
	44.7 Please confirm the amount of any incremental revenue related to the RIPET project included in the Amended Application.
	44.8 Please provide the expected annual revenue requirement impact of the RIPET project, including:

	45.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, pp. 89, 113, 115  Planned non-recurring costs – compressor station upgrades
	45.1.1 Please provide the full schedule for the compressor station upgrades and how PNG is tracking against the schedule so far in 2018.
	45.1.1.1 Please discuss if PNG foresees any delays in the completion of the compressor station upgrades in 2018.

	45.1.2 Please confirm if PNG has firm commitments regarding the timing of receipt of materials and replacement parts required to complete the compressor station upgrades in 2018.
	45.1.3 Please discuss the measures that PNG has undertaken, if any, to mitigate long material lead times and manufacturing issues for replacement parts.

	46.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, pp. 89 and 94  Planned non-recurring costs – Geographical Information System
	46.1 Please include an outline of how this project is managed, and identify the parts of the project that were put out for bids on a competitive basis.
	46.2 Please provide a comparison of the alternatives that were considered to the GIS project as it is proposed in the Amended Application. Please include a discussion on the pros and cons of the alternatives and why the GIS project as it was proposed ...
	46.3 Please confirm the engineering/geomatics consultancy firm that was used by PNG in relation to the GIS project and provide any reports that were provided by the firm to support the needs assessment and project requirements to support the GIS initi...
	46.4 Does PNG plan to file a CPCN for the GIS project? If not, please discuss why not.
	46.5 Please elaborate on the need for this project, specifically in relation to the five motivating factors cited in the Amended Application.
	46.6 Please provide the full project planning schedule, including the commencement date, and how it is tracking against the schedule so far in 2018. Specifically, please address if the project has commenced.
	46.7 Please provide a cost schedule for the project showing annual expenditures and for each year please clearly show the cost allocation between PNG-West and PNG(NE).

	47.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, p. 90  Planned non-recurring costs – Asset Record Modernization
	47.1 Please clarify how many years this project will span and provide the full project planning schedule. Specifically, please address when implementation of this project will commence.
	47.2 Please provide the total project costs for the Asset Record Modernization and a schedule showing expenditures by year for the project.

	48.0 Reference: Rate Base  Exhibit B-1-1, Section 2.13.1, p. 90  Planned non-recurring costs – Automatic Meter Reading Pilot Project
	48.1 Please discuss if PNG has any plans to file a CPCN for Automatic Meter Reading (AMR) following the pilot project and any associated timelines for this.
	48.2 Please provide a cost schedule showing the total project costs and a breakdown of the expenditures by year.
	48.3 Please list all benefits to be realized from the AMR and the associated cost savings.
	48.4 What is the estimated average cost per customer to install the AMR system service, and how does this compare to the average cost for manual meter reading?
	48.5 Please provide the full project planning schedule, including the commencement date, and how it is tracking against the schedule so far in 2018. Specifically, please address if the project has commenced and if it is expected to be complete in 2018...

	49.0 Reference: Rate Base Exhibit B-1-1, Section 2.13.2, p. 97 Post-retirement benefit plans
	49.1 Please elaborate further on the “solvency deficiency” mentioned in the above preamble, including the cause of the “solvency deficiency”, the amount of the deficiency, the amount of “special cash contributions” forecast for Test Years 2018 and 201...
	49.2 Please discuss PNG’s plan to pay down the “solvency deficiency” and the expected time period involved.
	49.3 Please identify and discuss the requirements of any regulations regarding how solvency deficiencies should be resolved (i.e. minimum pay down amounts and prescribed time periods that deficiencies should be eliminated), and PNG’s compliance with s...
	49.4 Please discuss the implications to PNG if it is unable to pay down the “solvency deficiency” within its planned time period or the prescribed time period.
	49.5 Please provide a copy of the pension valuation that was completed at December 2017.
	49.6 Will the expected retirements mentioned in the above preamble increase the “solvency deficiency” in the pension plan? Please discuss why or why not, and the amount of the increase in the deficiency, if applicable.


	K. Capital Structure and Return on Capital
	50.0 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL Exhibit B-1-1, p. 103 Credit rating assessment
	50.1 What is PNG’s current credit rating? Has PNG’s credit rating changed in the last five years?
	50.2 Please provide PNG’s last three credit rating reports.

	51.0 Reference: BUSINESS RISK ASSESSMENT Exhibit B-1-1, Appendix G Business risk assessment – 2018 update
	51.1 With respect to Aboriginal Rights, PNG submits that there are numerous requirements for dealing with various aspects of Aboriginal Rights representing a much more resource intensive effort, and cites recent court cases. Please provide a brief ove...
	51.1.1 If applicable, please discuss how these court cases will affect PNG’s business risk in Aboriginal Rights, and in terms of more investments in resources and efforts.

	51.2 With respect to competitive position of natural gas, PNG states: “[c]ommodity prices continue to be lower than 2016 and 2012, and market prices have shown less volatility in recent years.” Please provide the PNG-West commodity rates for PNG-West ...
	51.2.1 Please provide supporting quantitative evidence to substantiate that “market prices have shown less volatility in recent years.”
	51.2.2 PNG notes that the competitive position of natural gas has not improved. Please confirm that PNG in this statement is referring to the more expensive upfront installation costs, and carbon tax associated with natural gas service, and not natura...



	L. Capital Expenditure Reporting
	52.0 Reference: Other Matters  Exhibit B-1-1, Section 3.1.1, p. 109  Capital expenditures variance analysis
	52.1 Please explain if there are any overarching reasons why PNG has several projects in 2017, with a capital expenditure variance greater than $50,000.
	52.2 To what extent has PNG considered the larger capital variances in 2016 and 2017 and applied the necessary adjustment when budgeting for the 2018/2019 capital projects?
	52.2.1 Please populate the table below and provide a detailed reason for any variances that exceed $50, 000 between the 2017 actual costs and 2018 budgeted costs.



	M. Cost of Service Variance Reporting
	53.0 Reference: Cost of Service Variance Reporting Exhibit B-1-1, Section 3.2, pp. 118-131 Actual 2016 vs Decision 2016 and Actual 2017 vs Decision 2017
	53.1 Please revise Tables 48, 51 and 52 to remove the disallowed costs from the Actual 2016 and 2017 amounts.
	53.2 Please provide a revised explanation of the variance between Actual 2016 and 2017 and Decision 2016 and 2017, respectively, for administration expenses (Account 721) based on the revised tables.
	53.3 What are PNG’s Actual 2016 and 2017 revenue deficiency, and return on equity compared to Decision 2016 and 2017 after removing the disallowed costs from the actuals. Please show calculations and explain any assumptions.


	N. Identified Service Quality Metrics
	54.0 Reference: Identified Service Quality Metrics Exhibit B-1-1, Section 3.3, p. 132 Key service quality metrics
	54.1 Are there specific benchmarks that PNG works towards with respect to the key service quality metrics provided in the table above? If not, please explain why not.
	54.1.1 If so, please provide these benchmarks.



	O. Other Matters to be Addressed from Prior Year Decisions
	55.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.2.3, pp. 30-31. Appendix B, Figure 1 & Figure 3, pp. 4-6 Unaccounted for gas
	55.1 Please confirm that the blue shaded area in Figures 1 and 3 represent the 5 year range and green represents the 3 year range.
	55.2 Please explain how PNG estimates the volume of natural gas delivered but not yet billed to customers.
	55.3 Please explain how UAF is correlated to the estimate of the volume of natural gas delivered.
	55.4 Please confirm, or explain otherwise, that a reduction in the estimate of unbilled consumption results in a decrease in the monthly UAF loss, as shown by the orange line in Figure 3, and not an increase as stated in the above preamble.
	55.5 What change did PNG implement in February 2016, in the way unbilled days of service (DOS) were reported?
	55.5.1 Why did this change result in the reduction in the estimate of unbilled residential customers?
	55.5.2 Why did this change only impact unbilled residential customers? Were commercial and industrial customers unaccounted for gas (UAF) volumes affected by this change?

	55.6 Please provide a graph, showing the estimate of the volume of gas delivered relative to the actual delivered volume by month and customer classification from January 2016 onwards.
	55.7 Why did the change in unbilled DOS only affect February and March 2016? Please explain.
	55.7.1 Why was the largest adjustment made to the March 2016 volume, both in absolute terms and relative to the total?

	55.8 Even after the adjustment, the 2016-2017(Adjusted) UAF volumes in February and March 2016, are above February and March levels found in the 12 month running total UAF during the periods 2013-2015. What other factors, if any, has PNG identified th...
	55.9 Prior to the adjustment please explain why 2016-2017 UAF volumes are greater than or equal to 3 year range (green) from July 2016 until May 2017. Why is there an upwards trend in UAF volumes month over month from August 2016 to the peak UAF volum...
	55.10 How did PNG determine that a sudden and significant cold snap was the most likely cause of the significant volume in December 2016? Please provide details of this analysis.
	55.10.1 How can PNG isolate weather related and non-weather related effects which may jointly result in the significant December 2016 UAF volume?
	55.10.2 Does PNG assign probabilities to likely cold weather events, similar to the one observed in December 2016, from occurring again in the future? If so, please provide details. If not, how could this analysis be implemented?

	55.11 Please confirm, or otherwise explain, that the December 2016 unbilled estimate was included as an adjustment based on actual deliveries and billed on a subsequent billing cycle.
	55.12 What measures do PNG have in place to ensure customers are billed accurately?
	55.13 Please explain the reason(s) why UAF levels, after adjustment, lay outside the 2 and 5 year bounds for September to November 2017.
	55.14 Has PNG experienced a significant weather related UAF volume prior to December 2016? If so, please provide a detailed analysis on when this occurred. If not, why was December 2016 the first occurrence?
	55.15 What measures, if any, are in place to mitigate the effects this isolated event has on UAF volumes?
	55.16 What are the associated costs and benefits to PNG of accessing more accurate customer information? Please provide any financial and/or UAF volume analysis PNG has performed.
	55.17 Is PNG likely to implement solutions to access more accurate customer information in the future? If so, how would PNG achieve this and how would associated costs be recovered?






