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A. DEMAND FORECAST REVENUES AND MARGIN 

 Reference: DEMAND FORECAST REVENUES AND MARGIN 1.0
Exhibit B-1-1 (Amended Application), pp. 6 and 25 
Proposed rate deferral mechanism 

Pacific Northern Gas (N.E.) Ltd. [PNG(NE)] 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. 
 
On page 6 of its Application, PNG(NE) states that: 

Without the proposed rate deferral mechanism, PNG(NE)’s calculations indicate a 
revenue deficiency of $0.515 million for Test Year 2018 and a revenue deficiency of 
$0.970 million for Test Year 2019, with a cumulative total revenue deficiency of $1.485 
million for the two-year period. These results would necessitate a residential delivery 
rate increase of approximately 7.5% in 2018 and a subsequent increase of 
approximately 3.7% in 2019. The primary reason for the large revenue deficiency in Test 
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Year 2018 is mainly due to the continuing decline in the use per account, in particular 
for residential customers, and the impact of continued capital investment in the 
northeast region. [Emphasis added] 

Table 11 on page 25 of the Amended Application indicates that residential deliveries were 1,782,446 GJ 
in Actual 2016, 1,782,446 GJ in Actual 2017, $1,798,210 in Test Year 2018 and 1,796,601 in Test Year 
2019.  
 
1.1 Please explain why PNG(NE) 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(NE) in order to address rate volatility for the Fort Saint John/Dawson Creek (FSJ/DC) 
Division between 2018 and 2019. 

1.3 Please confirm, or explain otherwise, that the underlined statement in the preamble should 
read “indicate a revenue deficiency of $0.970 million for Test Year 2018 and a revenue 
deficiency of $0.515 million for Test Year 2019.” 

1.4 Please elaborate on how declining use per account, in particular for residential customers, is one 
of the primary reasons for the revenue deficiency in Test Year 2018, with consideration to the 
information in Table 11 that Test Year 2018 residential deliveries are forecast to remain 
consistent with Actual 2017 deliveries.  

 Reference: DEMAND FORECAST REVENUES AND MARGIN 2.0
Exhibit B-1-1, pp. 7, 8 
Permanent rates requested 

Table 2 on page 7 and Table 3 on page 8 of the Application include a summary of proposed delivery rate 
changes effective January 1, 2018 and January 1, 2019, respectively. 
 
2.1 Please explain why there is no rate change for Rate 7 under Tables 2 and 3. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 3.0
Exhibit B-1-1, Section 2.1 Table 11: Forecast Gas Deliveries, p. 25; Section 2.11, 
Residential Deliveries and Margin, pp.25-26  
Residential deliveries and margin  

3.1 Please explain why there is a decrease in forecast residential gas deliveries of approximately 
1,600 GJ, but an increase in margin of $8,800 between Test Year 2018 and Test Year 2019. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 4.0
Exhibit B-1-1, Section 2.1, Table 11: Forecast Gas Deliveries, p. 25; Section 2.1.2, Table 
13: Forecast Small Commercial Customer Count and UPA, p.26  
Small Commercial deliveries and margin  

4.1 Please explain why there is an increase in forecast Small Commercial Firm (Rate 2) gas deliveries 
of approximately 6,400 GJ, but a decrease in margin of $8,800 between Decision 2017 and Test 
Year 2018. 
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 Reference: DEMAND FORECAST, REVENUE AND MARGIN 5.0
Exhibit B-1-1, Section 2.1, Table 11: Forecast Gas Deliveries, p. 25; Section 2.1.3.1, p.27 
Large Commercial Deliveries and Margin  

On page 27 of the Amended Application PNG(NE) explains the decrease in large commercial deliveries 
and margin between Decision 2017 and Test Year 2018 of 23,300 GJ and $52,000, respectively, as 
follows: 

The forecast decrease is partly due to the hospital in Fort St. John using less gas 
compared to their historical usage as a result of milder winters and ongoing adjustments 
to their facilities to meet contractual energy efficiency targets. In addition, a CNG 
solutions company operating in Dawson Creek that was supplying CNG to drilling rigs 
and frack spreads has been acquired by a competitor that did not require a CNG station 
in the Dawson Creek service area and subsequently shut the facility down. 

5.1 Please provide historic gas deliveries associated with the CNG drilling station and hospital in Fort 
St. John. In addition, please provide the forecast demand from the hospital in Fort St. John for 
2018 and 2019 Test Years. 

5.1.1 Please explain why the Test Year 2018 deliveries are higher than Actual 2016 and 2017 
deliveries, considering that the hospital in Fort St. John is making ongoing adjustments 
to meet energy efficiency targets and the CNG station has been shut down. 

5.1.2 Considering forecast gas deliveries between Test Years 2018 and 2019 remain constant, 
will the facility adjustments at the hospital at Fort St. John be complete before 2019? 
Has PNG(NE) been in contact with this customer to confirm? Please discuss. 

5.2 Over what period has PNG(NE) measured weather related data? What measures has PNG(NE) in 
place to ensure adequate supply if winters are colder than normal. Please explain. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 6.0
Exhibit B-1-1, Section 2.1, Table 11: Forecast Gas Deliveries, p. 25; Section 2.1.3.2, p.27 
Small Industrial Sales deliveries and margin  

On page 27 of the Amended Application, PNG(NE) states that “[t]he increase in forecast deliveries of 
approximately 111,000 GJ and increased margin of $156,000 for Test Year 2018 are primarily due to one 
customer’s continued requirement for natural gas for electricity generation for their liquid nitrogen 
plant in Dawson Creek, offset in part by decreased usage by various other customers supplying services 
to the oil field industry.” 
 
6.1 Please explain the difference of approximately 70,000 GJ between actual 2017 deliveries and 

decision 2017 deliveries for the Small Industrial Sales (Rate 4) class. 

6.2 Please provide a breakdown of the increase of approximately 111,000 GJ between decision 2017 
and Test Year 2018 between the demand increase attributed to the liquid nitrogen plant 
customer and the demand decrease attributed to the oil field industry. 

6.3 How often does PNG(NE) survey its small industrial customers to obtain this information? 

6.4 Does PNG(NE) expect that the demand from customers serving the oil field industry is likely to 
return? What factors affect this demand? Please explain. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 7.0
Exhibit B-1-1, Section 2.1, Table 11: Forecast Gas Deliveries, p. 25; Section 2.1.3.3, p.27 
Small Industrial Transport deliveries and margin  

On page 27 of the Amended Application, PNG(NE) states: 
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The projected 2018 deliveries for this customer class are based on the forecasts 
obtained from PNG(NE)’s small industrial transportation customers and a review of their 
historical usage. Overall, deliveries are forecast to increase by approximately 154,000 GJ 
with a corresponding margin increase of $112,000 compared to Decision 2017. The bulk 
of this increase (161,000 GJ) is attributable to the supply of fuel gas to a natural gas 
liquids separation facility north of Fort St. John commencing May 2018 based on a 
minimum take-or-pay contract demand of 240,000 GJ per year. This increased demand 
is contingent upon Commission approval of PNG(NE)’s CPCN application to acquire and 
operate the fuel gas line to supply this facility. In addition to the above, the demand 
increase also reflects forecast fuel gas usage from the restart of two facilities that had 
previously ceased operation in early 2016, along with offsetting decreased demand 
resulting from the shut-in of several wells in the Fort St. John area. 

7.1 Please explain the variance of approximately 880,000 GJ between actual 2017 deliveries and 
decision 2017 deliveries for the Industrial Transport (Rate 7) class observed in Table 11: Forecast 
Gas Deliveries.  

7.2 Please clarify which rate schedules the deliveries and margin changes for the small industrial 
transport customers discussed in the above preamble (i.e. supply of fuel gas to a natural gas 
liquids separation facility north of Fort St. John,  restart of the two facilities and shut in of 
several wells)  fall under (i.e. rate schedule 6 or 10). 

7.3 Please provide the forecast volumes for Test Years 2018 and 2019 associated with the restart of 
the two facilities.  

7.3.1 Please confirm, or otherwise explain that these volumes are included in Industrial 
Transportation customer Rate 6 classification. 

7.3.2 Is it likely that demand from these facilities increases in the future? Has PNG(NE)been in 
contact with these facilities to determine future operations and demand? Please 
discuss. 

7.4 Please provide the volumes for Test Years 2018 and 2019 associated with the decrease in 
demand from the shut-in of wells.  

7.4.1 Is this reduced demand isolated to one delivery year? Please explain. 

7.5 Please explain why forecast gas deliveries for Rate Schedule 6 are higher by 37,401 in Actual 
2017 as compared to Decision 2017. 

7.5.1 Please explain why forecast gas deliveries for Rate Schedule 6 reduce by 5,000 GJ 
between Test Year 2018 and Test Year 2019. 

7.6 Given the timing of the current CPCN application before the BCUC, does PNG(NE) still expect 
that service to the natural gas liquids separation facility north of Fort St. John will commence in 
May 2018? Please elaborate. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 8.0
Exhibit B-1-1, Section 2.2.2, pp.29-30; Section 2.2.2 Table 16: Company Use Gas Cost, 
p. 29; Tab Schedules, Tab-6  Rates, p.18 
Company Use Gas requirements  

Page 30 of the Amended Application states:  

The volume of company use gas forecast for Test Year 2018 and 2019 is slightly higher 
than the forecast under Decision 2017 primarily due to higher forecast deliveries. 
PNG(NE) primarily uses gas for station heating and office and shop heating. These uses 
are expected to be at levels comparable to recent years. 
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8.1 Please explain why company use gas cost rate calculations only include gas deliveries that 
attract margin. 

8.2 Please confirm, or otherwise explain that station heating and office and shop heating gas usage 
are included in the lineheaters and office category in Table 16: Company Use Gas Cost. 

8.3 Please confirm the number of years that PNG(NE) compares forecast levels against, in order to 
ensure UAF levels are comparable. 

8.4 How is the company use gas requirement for the lineheaters and office category correlated to 
higher forecast deliveries, if at all? Please explain. 

 
B. OPERATING AND MAINTENANCE EXPENSES 

 Reference: OPERATING AND MAINTENANCE EXPENSES 9.0
Exhibit B-1-1, Section 2.3, p. 35 
Account 867 Regulating Stations and Account 875 Mains and Services  

PNG(NE) states on page 35 of the Amended Application that “Test Year 2018 costs are forecast to 
increase by $21,000 or 45.6% over Decision 2017, reflecting a new provision for contractor services for 
station valve maintenance that was not forecast for 2017.” 
 
Table 18 on page 35 of the Amended Application indicates that Actual 2017 Mains and Services 
expenses were $93,000 as compared to Test Year 2018 expenses of $165,000. 
 
9.1 Please explain why a new provision for contractor services was required. 

9.1.1 Were these contractor services issued for public tender? If not, why not. 

9.1.2 Please provide a detailed breakdown of the $21,000 increase between Decision 2017 
and Test Year 2018. 

9.2 Please explain what accounts for the increase in Mains and Services expenses in Test Year 2018 
as compared to Actual 2017. 

 Reference: OPERATING AND MAINTENANCE EXPENSES 10.0
Exhibit B-1-1, Sections 3.2.1 and 3.2.2, pp. 89 and 96; PNG(NE) 2016–2017 Revenue 
Requirements Application (RRA) Proceeding, Exhibit B-5, BCUC IR No. 1.6.1 
Operating labour 

In response to BCUC Information Request (IR) 1.6.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) 
provided the following table: 
 

 
 
10.1 Please update the above table for Test Years 2018 and 2019 and for Actuals 2016 and 2017. 

 
Illustrated in Table 40 on page 89 and Table 44 on page 96 of the Amended Application are the cost of 
service variance analyses for 2016 and 2017, respectively. 
 
10.2 Please explain why Actual 2016 and 2017 operating labour expenses were $286,000 and 

$489,000 higher than Decision 2016 and 2017, respectively. 
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 Reference: OPERATING AND MAINTENANCE EXPENSES 11.0
PNG(NE) 2016–2017 RRA Proceeding, Exhibit B-5, BCUC IR No. 1.7.1 
Operating expenses - other 

In response to BCUC IR 1.7.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) provided the 
following table: 
 

 
 
11.1 Please update the above table for Test Years 2018 and 2019, Decision 2017 and for Actuals 2016 

and 2017. 

11.2 Please provide explanations for any variances greater than $25,000 or 10 percent between Test 
Year 2019 and Test Year 2018, Test Year 2018 and Actual 2017, and Actual 2017 and Decision 
2017. 

 Reference: OPERATING AND MAINTENANCE EXPENSES 12.0
Exhibit B-1-1, Section 2.1, p. 25;  Section 3.2.2, p. 98 
Accounts 670 – Supervision and 675 – Mains and Services 

On page 98 of the Amended Application, PNG(NE) states: 

Account 670 – Supervision 

The actual costs for 2017 included in this account are $29,000 or 6.3% lower than those 
approved under Decision 2017. The variance can primarily be attributed to less 
administrative time required for planning activities due to low activity as a result of the 
economic downturn in the area. 

Account 675 – Mains and Services 

The actual costs for 2017 included in this account are $37,000 or 7.1% lower than those 
approved under Decision 2017. The variance can primarily be attributed to the effects of 
the general economic downturn in the area and less activity, requiring less time for line 
locates and operations activities for the distribution systems. 

Table 11 on page 25 of the Amended Application indicates that the total forecast gas deliveries in Test 
Year 2018 are 5,646,986 GJ in Test Year 2018 as compared to 4,512,931 GJ in Actual 2017. 
 
12.1 Please explain if the economic downturn is expected to continue in Test Years 2018 and 2019 

and the impact that this is expected to have. 
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12.1.1 Specifically, please address how the economic downtown is impacting PNG(NE) FSJ/DC 
division given that the forecast gas deliveries in Test Year 2018 are 5,646,986 GJ as 
compared to 4,512,931 in Actual 2017. 

 Reference: OPERATING AND MAINTENANCE EXPENSES 13.0
Exhibit B-1-1, Sections 2.3.3, 2.6 and 3.2.2.1, pp. 33, 44 and 97-98; PNG-West 2018-
2019 RRA Proceeding, Exhibit B-1-1, Section 2.3.5, pp. 35-36; PNG(NE) 2016-2017 RRA 
Proceeding, Exhibit B-5, BCUC IR No. 1.10.1 
Account 685 – General Operations 

In response to BCUC IR 1.10.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) provided the 
following table: 
 

 
 
13.1 Please update the above table for Test Years 2018 and 2019 and Actuals 2016 and 2017. Please 

include additional line item categories as necessary. 

13.1.1 Please provide explanations for any variances greater than $25,000 or 10 percent 
between Test Year 2019 and Test Year 2018, Test Year 2018 and Actual 2017, and Actual 
2017 and Decision 2017. 

On page 33 of the Amended Application, PNG(NE) states: 

Forecast Test Year 2018 costs are $286,000 or 40.5% higher than 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 a new position in the areas of engineering; asset 
management system licensing costs; and inflation. Test Year 2019 costs are forecast to 
be comparable to Test Year 2018. 

Further on page 44, PNG(NE) states with respect to shared services cost allocation for Account 685: 

Overall PNG-West cost pool increase of approximately $198,000 primarily due to costs 
related to new engineering initiatives including digital data mapping and the geographic 
information system (GIS) project, as well for licensing costs for the computerized 
maintenance management system (CMMS). 

On page 35 of PNG-West’s Amended Application for PNG-West’s 2018-2019 RRA Proceeding, 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 
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system licensing costs, and inflation….These cost increases are offset in part by greater 
cost recoveries of $40,000 reflected in this account for shared-service cost allocations to 
PNG(NE). 

13.2 Please identify any other engineering projects that are contributing to the increase, other than 
the digital data mapping and the implementation of the geographical information system. 

The following information requests 13.3 – 13.6.1 relate to all additional engineering projects 
identified in the preceding IR, other than the geographical information system which is 
addressed the Rate Base section below.  

 
13.3 Please discuss when each of the additional engineering projects are expected to commence (i.e. 

first spending on predevelopment work) and be put into service. 

13.4 Please provide a table with the total cost of each of the additional engineering projects broken 
down by test year, by BCUC account code and by recurring and one-time costs. For any project 
costs that are shared by PNG-West and PNG(NE), please also breakdown the costs by division 
(i.e. PNG-West, PNG(NE)-FSJ/DC and PNG(NE)-TR) and provide the cost allocation methodology. 

13.4.1 Please also identify the costs of each of the projects that have been allocated from PNG-
West to each of PNG(NE)’s divisions through shared services costs. 

13.4.2 Please discuss any differences between the cost allocation methodology of these 
projects versus the methodology used to allocate shared services costs. 

13.4.3 Please explain how the activities associated with each of the additional engineering 
projects mentioned in the preamble above for PNG(NE) are different from the activities 
performed at PNG-West and allocated to PNG(NE) through shared-service costs. 

13.5 Please explain how the costs associated with each of the additional engineering projects are 
different from any costs under Capital Expenditures related to the same projects.  

13.6 Please discuss if the additional engineering projects mentioned in the preamble above for 
PNG(NE) will result in a reduction in the positions currently held at the company (i.e. certain 
tasks currently performed may no longer be required or are redundant once PNG(NE) moves to 
a digital system).  

13.6.1 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 forecasted savings have been 
recorded. 

13.7 Please explain why new positions in the areas of engineering and records management are 
necessary at PNG(NE). 

13.7.1 Please discuss when these new positions are expected to begin and the forecasted 
salary and benefits for the positions. 

13.7.2 Please identify any recruitment costs associated with these positions and the account(s) 
that they have been allocated to. 

13.7.3 Please discuss if the costs for both these positions will be shared between all three 
divisions of PNG (i.e. West, FSJ/DC and TR) and if so, please describe the cost allocation 
methodology and any differences in the methodology compared to the methodology 
used to allocate shared service costs. If the costs will not be shared between all three 
divisions, please explain why. 

13.8 What is the cost of the asset management system and licensing costs for Test Year 2018? 

13.8.1 Are the asset management system and licensing costs new for Test Year 2018 or have 
they been incurred in previous test years? 
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13.8.2 Please confirm, or explain otherwise, that the asset management system and licensing 
costs are annual costs. 

On page 98 of the Amended Application, PNG(NE) states: 

The actual costs for 2017 included in this account are $149,000 or 21.2% greater than 
those approved under Decision 2017. This variance is primarily due to an increase in 
internal labour dedicated to vehicle maintenance rather than outsourcing these 
activities. 

13.9 What was the cost of the internal labour dedicated to vehicle maintenance in 2017? 

13.10 What would have been the cost of outsourcing the vehicle maintenance? Please also identify 
the account(s) that this cost would have been recorded to. 

13.11 Please confirm, or explain otherwise, that vehicle maintenance was outsourced prior to 2017. 

13.12 Please confirm, or explain otherwise, that PNG(NE) plans to continue to use internal labour for 
vehicle maintenance rather than outsource these activities in Test Years 2018 and 2019. 

13.12.1 Please provide the forecasted cost of vehicle maintenance for Test Years 2018 and 
2019 and the account(s) that these costs are recorded in. 

 Reference: OPERATING AND MAINTENANCE EXPENSES 14.0
Exhibit B-1-1, Sections 2.3.5 and 3.2.2.1, pp. 33–34 and 98 
Accounts 711/713/714 – Customer Care 

14.1 Please provide a detailed breakdown of costs comprising Account 713 – Customer Billing for 
Test Years 2018 and 2019, Decision 2017 and for Actuals 2016 and 2017, if available. 

On page 34 of the Amended Application, PNG(NE) states: 

Costs for customer care are forecast to decrease in Test Year 2018 from Decision 2017 
by $35,000 or 5.4% primarily due to a reduced allocation of Vertex Billing Services costs 
from PNG-West due to lower overall forecast costs for Test Year 2018, and to lower 
forecast data line costs. 

Test Year 2019 costs are forecast to increase $15,000 or 2.4% primarily due to 
inflationary pressures. 

Further on page 98, PNG(NE) states: 

The actual costs for 2017 included in this account are $79,000 or 12.1% less than those 
approved under Decision 2017. The variance can primarily be attributed to lower than 
forecast contract costs for the customer billing system, lower than forecast data line 
charges, and lower than forecast meter reading costs. 

14.2 Please explain why costs for customer care are forecast to increase in Test Year 2018 from 
Actual 2017 by $44,000. 

14.3 Which account are meter reading costs recorded in? 
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 Reference: OPERATING AND MAINTENANCE EXPENSES 15.0
Exhibit B-1-1, Sections 2.3.7 and 3.2.2.1, pp. 34 and 97–98 
Account 718 – Uncollectible Accounts 

On page 34 of the Amended Application, PNG(NE) states: 

PNG continually monitors and reviews its actual bad debt experience. Based on this 
ongoing review, PNG(NE) has forecast bad debt expense of $56,000 for Test Year 2018 
and of $52,000 for Test Year 2019, compared to a provision of $36,000 for Decision 
2017. These provisions are calculated based on PNG(NE)’s bad debt write-offs over the 
past 5 years and applying the average ratio to the forecast period revenues, excluding 
large industrial revenues. 

On page 98 of the Amended Application, PNG(NE) states: 

The actual costs for 2017 included in this account are $74,000 or 203.5% greater than 
those approved under Decision 2017. The variance can primarily be attributed to a 
project to review overdue accounts and to update the allowance for doubtful 
accounts….PNG(NE) plans to further review its bad debts and collections process to 
ensure it is managed effectively. 

15.1 Please provide the detailed calculation to support the forecast bad debt provision of $56,000 
and $52,000 for Test Years 2018 and 2019, respectively. Please specifically provide the following 
information: (i) actual bad debt write-offs with and without large industrial customers for the 
past 5 years; and (ii) actual revenues with and without large industrial customers for the past 5 
years and forecasted for Test Years 2018 and 2019. 

15.2 Please confirm, or explain otherwise, that PNG(NE) used the same methodology to forecast its 
bad debt provision for Test Years 2018 and 2019 as it did in 2016 and 2017. 

15.3 In PNG(NE)’s opinion and based on PNG (NE)’s current and expected operating environment, 
please discuss if the average ratio for the past 5 years is the most appropriate benchmark to use 
in estimating bad debt provisions for Test Years 2018 and 2019. 

15.4 Please discuss the changes to PNG(NE)’s bad debts and collections process, if any, as a result of 
its project “to review overdue accounts and to update the allowance for doubtful accounts.” 

15.4.1 Please discuss when and how PNG(NE) “plans to further review its bad debts and 
collections process” and what changes can be expected in Test Years 2018 and 2019 and 
beyond. 

 Reference: OPERATING AND MAINTENANCE EXPENSES 16.0
Exhibit B-1-1, Section 2.3.8, p. 34; PNG(NE) 2016-2017 RRA Proceeding, Exhibit B-5, 
BCUC IR  1.8.1 and 1.8.2 
Accounts 665/673 – Other 

In response to BCUC IR 1.8.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) provided the 
following table: 
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16.1 Please update the above table for Test Years 2018 and 2019, Decision 2017 and for Actuals 2016 

and 2017, if available. 

On page 34 of the Amended Application, PNG(NE) states: 

The accounts included in this line item are primarily related to pipeline services (665) 
and meter-related services (673). Forecast Test Year 2018 costs increase by $21,000 or 
2.3% over Decision 2017, reflecting higher forecast close interval survey work for 2018 
and higher costs forecast for odourant supply. Test Year 2019 costs increase over Test 
Year 2018 by $50,000 or 5.3%, primarily due to inflationary pressures on these costs. 

In response to BCUC IR 1.8.2 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) stated that “odorant 
supplies are acquired on approximately a three-year cycle. PNG(NE) anticipates purchasing odorant 
again in 2018.” 
 
16.2 Please discuss how many kilometres of pipeline are planned to be inspected by close interval 

survey in Test Years 2018 and 2019 and how many kilometres were actually inspected in 2016 
and 2017 compared to plan. 

16.2.1 Please explain any significant variances between planned inspections compared to 
actuals. 

16.3 Please confirm, or explain otherwise, that odorant is not expected to be purchased in Test Year 
2019. 

 
C. ADMINISTRATIVE AND GENERAL EXPENSES 

 Reference: ADMINISTRATIVE AND GENERAL EXPENSES 17.0
PNG(NE) 2016-2017 RRA Proceeding, Exhibit B-5, BCUC IR No. 1.14.1 
Account 721 – Administration 

In response to BCUC IR 1.14.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) provided the 
following table: 
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17.1 Please update the above table for Test Years 2018 and 2019, Decision 2017 and Actuals 2016 

and 2017. 

 Reference: ADMINISTRATIVE AND GENERAL EXPENSES 18.0
Exhibit B-1-1, Sections 2.13.1.1 and 3.2.2.3, pp. 64 and 100; PNG(NE) 2016-2017 RRA 
Proceeding, Exhibit B-5, BCUC IR No. 1.15.1 
Account 722 – Special Services – Audit/Legal 

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

 
 
18.1 Please update the above table for Test Years 2018 and 2019, Decision 2017 and Actuals 2016 

and 2017.  

18.2 Please provide a table with a detailed breakdown of the costs comprising Account 722 – Special 
Services – Audit/Legal for Test Years 2018 and 2019, Decision 2017 and Actuals 2016 and 2017.  

 Reference: ADMINISTRATIVE AND GENERAL EXPENSES 19.0
Exhibit B-1-1, Section 2.5.3, p. 38 
Account 723 – Insurance 

On page 38 of the Amended Application, PNG(NE) states: 

The Test Year 2018 insurance expense forecast was determined using the actual 
October 1, 2017 renewal of PNG’s consolidated liability and property policies. Forecast 
insurance costs allocated to the PNG(NE) for Test Year 2018 are $32,000 greater than 
Decision 2017 due to an increase in the percentage allocation to PNG(NE) due to the 
shift of allocation components for replacement cost, employee count and plant in 
service towards PNG(NE). Test Year 2019 insurance costs reflect an inflationary increase. 

19.1 Please provide a detailed calculation of the insurance costs allocated to each division of 
PNG(NE) for Test Years 2018 and 2019, Decision 2017 and Actuals 2016 and 2017.  

19.2 Please confirm, or explain otherwise, that the cost allocation methodology for insurance costs is 
unchanged from the 2016-2017 RRA. 
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 Reference: ADMINISTRATIVE AND GENERAL EXPENSES 20.0
Exhibit B-1-1, Sections 2.5.4 and 3.2.2.3, pp. 38–40 and 100; PNG(NE) 2016-2017 RRA 
Proceeding, Exhibit B-5, BCUC IR 1.17.1; PNG-West 2016–2017 RRA, Exhibit B-4, BCUC 
IR No. 1.24.3 
Account 725 – Employee Benefits 

In response to BCUC IR 1.17.1 in the PNG(NE) 2016-2017 RRA proceeding, PNG(NE) provided the 
following tables: 
 

 

 
 
20.1 Please provide similar tables as the above for Test Years 2018 and 2019, Decision 2017 and 

Actuals 2016 and 2017 for each division of PNG(NE). 

On page 100 of the Amended Application, PNG(NE) states: 

The actual costs for 2017 included in this account are $38,000 or 4.9% lower than those 
approved under Decision 2017. This variance is due to lower benefit costs attributable 
to vacant positions during the period, mainly as a result of retirements. 

20.2 Please provide a table showing the number of positions by Department/Functions for all of 
PNG(NE) by division (i.e. FSJ/DC and TR) for Test Years 2018 and 2019, Decision 2017 and actuals 
for 2016 and 2017. Please also identify any vacant positions. 

20.3 How many actual vacant positions were identified in 2017 for FSJ/DC as opposed to forecast, 
and when were these positions filled or are expected to be filled? 

On page 38 of the Amended Application, PNG(NE) states: 

Overall, employee benefit costs included in BCUC Account 725 are forecast to decrease 
by $7,000 or 0.9% in Test Year 2018 from costs approved under Decision 2017 primarily 
due to lower pension and non-pension post-retirement benefit costs offset in part by 
higher costs for life, disability and medical programs. Employee benefit costs forecast 
for Test Year 2019 are expected to be $5,000 or 0.6% less than Test Year 2018 forecast 
costs primarily due to a further reduction in pension costs for Test Year 2019. [Emphasis 
added] 

Further on page 38, PNG(NE) states: 

The majority of the increase in employee benefits costs for Test Year 2018 can be 
attributed to higher defined benefit pension (DB) and non-pension post-retirement 
benefit (NPPRB) program costs. [Emphasis added] 
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20.4 Please confirm, or explain otherwise, that the preamble above should say the majority of the 
decrease in employee benefits costs for Test Year 2018 can be attributed to lower DB and 
NPPRB program costs. 

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.  
 
While on page 39 of the Amended Application, PNG(NE) 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. This caused 
lower pension and benefit obligations at the end of 2017, and therefore less expense for 
Test Year 2018 and Test Year 2019. [Emphasis added] 

20.5 Please reconcile the two statements above. 

On page 40 of the Amended Application, PNG(NE) states: 

The costs of premiums for PNG(NE)’s life, disability and medical programs are forecast 
to increase in each of Test Year 2018 and 2019 over Decision 2017 as per annual quotes 
received from PNG(NE)’s benefits consultant. Employee wage increases and staff 
additions also contribute to the overall increase. PNG(NE)’s benefits consultant advises 
that the forecast increases are consistent with general industry trend factors for 
increased benefit plan costs. 

20.6 Please provide a more detailed description of the “general industry trend factors” for increased 
benefit plan costs, as advised by PNG(NE)’s consultant. 

On page 39 of the Amended Application, PNG(NE) states: 

Other Program costs for Test Year 2018 and Test Year 2019 include provision for costs 
related to health spending accounts for bargaining unit employees. The health spending 
account benefit is a new benefit for this employee group that was established as part of 
the 2017 negotiations in finalizing the collective agreement applicable to the period 
November 1, 2016 to October 31, 2019. 

20.7 Please discuss if PNG(NE) expects the new health spending account to continue after October 
31, 2019.  

20.8 Please provide the forecast annual cost for the new health spending account for Test Years 2018 
and 2019. 

20.9 Please discuss 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. Please quantify the impact for each division 
of PNG(NE) and clarify if this has been included in the forecast for Test Years 2018 and 2019. 

On page 40 of the Amended Application, PNG(NE) provides the following table: 
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20.10 Please update the above table to include the Actual 2016 and 2017 load rates and provide 

explanations for any significant variances from the Decision 2016 and 2017 rates. 

 
D. SHARED SERVICES COST ALLOCATION TO PNG(NE) FSJ/DC DIVISION 

 Reference: SHARED SERVICES COST ALLOCATION TO PNG(NE) FSJ/DC DIVISIONPNG-West 2018-21.0
2019 RRA Proceeding, Exhibit B-1-1, Amended Application, Table 20, p. 44; Amended 
Schedules, Tab 1, p. 9 
Account 728 – Corporate 

Table 20 on page 44 of the Amended Application in the PNG-West 2018-2019 RRA proceeding shows the 
AltaGas Management Fee forecast to be received from PNG to AltaGas, before cost adjustments, to be 
$1,640,000 and $1,159,000 for Test Years 2018 and 2019, respectively. It further shows the AltaGas 
Management Fees proposed by PNG to be recovered from ratepayers (i.e. net of cost adjustments) to be 
$730,000 and $743,000 for Test Years 2018 and 2019, respectively. 
 
Tab 1 on page 9 of the Amended Schedules in the PNG-West 2018-2019 Amended Application shows the 
Test Years 2018 and 2019 recoveries from the PNG(NE) FSJ/DC division related to the AltaGas 
Management Fee as $254,000 and $261,000, respectively. 
 
21.1 Please provide the incremental revenue deficiency and rate impact for the PNG(NE) FSJ/DC 

division 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. 

 
E. TRANSFERS TO CAPITAL 

 Reference: TRANSFERS TO CAPITAL 22.0
PNG(NE) 2016–2017 RRA Proceeding, Exhibit B-5, BCUC IR No. 1.19.1 
Capitalized overhead 

In response to BCUC IR 1.19.1 in the PNG(NE) 2016–2017 RRA proceeding, PNG(NE) provided the 
following table: 
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22.1 Please update the above table for Test Years 2018 and 2019, Actuals 2016 and 2017 and 

Decisions 2016 and 2017. 

22.2 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. 

22.3 Please provide a detailed calculation of the operating expenses of $230,000 and $284,000 that 
are proposed to be transferred to capital in Test Years 2018 and 2019, respectively, and the 
$192,000 actual amount transferred to capital in 2017. 

22.4  Please provide a detailed calculation of the administrative and general expenses of $274,000 
and $406,000 that are proposed to be transferred to capital in Test Years 2018 and 2019, 
respectively, and the $495,000 actual amount transferred to capital in 2017. 

 
F. PROPERTY TAXES 

 Reference: PROPERTY TAXES 23.0
Exhibit B-1-1, Section 2.8, p. 50 
Property taxes breakdown 

On page 50 of the Amended Application, PNG(NE) provides the following table: 
 

 
 
Further on page 50, PNG(NE) states: 

Total property taxes were $1,330,000 in 2017 resulting in a $43,000 property tax credit 
deferral which will be amortized in Test Year 2018. 

23.1 Please update the above table for Actual 2017 to agree with the $1,330,000 quoted above. 

 
G. DEPRECIATION 

 Reference: DEPRECIATION 24.0
Exhibit B-1-1, pp. 51–52 and Appendix C, p. II-29 
Positive salvage 

On page 52 of the Amended Application, PNG(NE) 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. 
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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. 

24.1 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.” 

 
24.1.1 Please elaborate on why PNG(NE) has not incorporated the positive salvage 

recommendation for Account 485, despite the information provided on page II-29 of the 
Depreciation Study. 

 Reference: DEPRECIATION 25.0
Exhibit B-1-1, pp. 51–53 and Appendix C 
Net salvage - rate impact 

On page 51 of the Amended Application, PNG(NE) 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 $1.856 million from $2.023 
million for Decision 2017. Test Year 2019 depreciation expense is forecast to be $2.032 
million. 

On page 52 of the Amended Application, PNG(NE) states that: 

If PNG(NE) 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 $823,000 million and $857,000 million, respectively. [Emphasis added] 

Further, on page 53 of its Amended Application, PNG(NE) 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. 

25.1 Please confirm, or explain otherwise, that the underlined statement in the preamble from page 
52 of the Amended Application should read “would be greater by $823,000 and $857,000, 
respectively.” 

25.2 Please provide the Test Years 2018 and 2019 rate impact for the FSJ/DC Division 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 $823,000 and $857,000, 
respectively. 
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25.3 Please provide the net impact for PNG(NE) FSJ/DC Division 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. 

25.4 Please confirm that if PNG(NE) adopted Concentric’s recommendation regarding negative 
salvage values for the FSJ/DC Division, 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. 

25.4.1 In the event that Concentric’s recommendation regarding negative salvage values were 
adopted by PNG(NE) for the FSJ/DC Division, please discuss if PNG(NE) would consider a 
transition period to smooth out the immediate impact on customer rates. 

25.5 If Concentric’s recommendations regarding negative salvage accounting were adopted for the 
FSJ/DC Division, how would the annual negative salvage accrual collected from customers be 
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. 

25.6 Please explain if PNG(NE) agrees with the following statements on pages I-4 and I-5 of the 
Depreciation Study as it relates specifically to PNG(NE) FSJ/DC Division. 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 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 26.0
Exhibit B-1-1, pp. 51–54 and Appendix C 
Plant Gains and Losses deferral account 

 
The Plant Gains and Losses deferral account is described on page 54 of the Amended Application. 

26.1 Please provide the actual additions and amortization expense for the FSJ/DC Division 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. 
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26.1.1 Please explain if any of the above three categories for the FSJ/DC Division 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(NE). 

 Reference: DEPRECIATION 27.0
Exhibit B-1-1, pp. 51-53 and Appendix D; FortisBC Energy Utilities (FEU) 2012–2013 
Revenue Requirements and Natural Gas Rates Application proceeding, Exhibit B-1, 
Appendix E-2, pp. 9–12 
Negative salvage 

On page 53 of the British Columbia Utilities Commission’s (BCUC) Decision in the PNG 2013 RRA 
proceeding, the BCUC 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 includes an Asset Retirements Obligation Report filed as Appendix E-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; and 
• Hybrid Approach. 

27.1 Please provide a thorough analysis from PNG(NE)’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(NE)’s current methodology for accounting for 
negative salvage. 

27.2 Please provide an analysis of the full costs of implementing the recommendation by Concentric 
to incorporate negative salvage values into depreciation rates for the FSJ/DC Division. 

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

 Reference: DEPRECIATION 28.0
Exhibit B-1-1, p. 53 and Appendix C, pp. I-8 - I-10 and II-4 
Negative salvage 

 
On page 53 of the Amended Application, PNG(NE) states that: “PNG(NE), 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 

                                                           
1 Pacific Northern Gas Ltd. (PNG) 2013 Revenue Requirements Application (RRA) Decision, p. 53. 
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Management and Operational groups, and on the experience and judgement of Concentric.” 
 
28.1 Please confirm, or explain otherwise, that PNG(NE)’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. 

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

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

28.3 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. 

28.4 Please provide a list of the peer companies used by Concentric in arriving at its net salvage 
recommendations. 

 Reference: DEPRECIATION 29.0
Exhibit B-1-1, Appendix C, 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. 
 
29.1 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 Concentric’s 
recommendation. 

29.2 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 
Concentric’s recommendation. 

29.3 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. 
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 Reference: DEPRECIATION 30.0
Exhibit B-1-1, p. 53, Appendix C, p. IV-2 
Depreciation rates 

On page 53 of its Amended Application, PNG(NE) 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.” 
 
30.1 Please clarify if the annual and accrued depreciation has been calculated using the average life 

group procedure or the equal life group procedure. 

30.2 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 31.0
Exhibit B-1-1, Appendix C, p. II-23 
Depreciation rates 

Page II-23 of the Depreciation Study indicates that for Account 477.00 – Distribution – Measuring and 
Regulating Equipment, Iowa 35-R4 is recommended to represent the expectations for the equipment in 
this account. 
 
31.1 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 32.0
Exhibit B-1-1, p. 52 
Depreciation of Land Rights 

On page 52 of the Amended Application, PNG(NE) 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. 

32.1 Please provide the factors that were considered by PNG(NE) in making the determination that 
Land Rights have an indefinite life and should not be depreciated. 

32.2 Please explain if PNG(NE)’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. 
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32.3 Please provide examples of other Canadian gas distribution utilities that use the same 
methodology for Land Rights as proposed by PNG(NE). 

 
H. DEFERRAL ACCOUNTS AND AMORTIZATION 

 Reference: DEFERRAL ACCOUNTS 33.0
Exhibit B-1-1, p. 55 
Demand Side Management deferral account 

On page 55 of the Amended Application, PNG(NE) states that: 

In June 2015, PNG and PNG(NE) submitted a Consolidated Energy Management and 
Efficiency Program Funding Application (Demand Side Management (DSM) Funding 
Application) seeking approval for funding of various DSM programs and proposed that 
the DSM expenditures (for PNG(NE): $55,000 in 2015; $182,000 in 2016; and $165,000 
in 2017) be included in a rate base deferral account. Under Commission Order G-203-
15A, PNG(NE) was directed to amortize these DSM expenditures over a 5-year period. 

The amortization in Test Year 2018 and Test Year 2019 reflect actual DSM expenditures 
incurred of $55,000 in 2015 and $16,000 in 2016, and $33,000 in 2017 and forecast 
expenditures of $165,000 in Test Year 2018. 

33.1 Please provide the 2018 DSM expenditures approved under Order G-203-15A for the FSJ/DC 
Division.  

33.2 Please provide the Decision 2016 and Decision 2017 additions to the DSM deferral account for 
the FSJ/DC Division and provide an explanation for any variance between the 2016 and 2017 
Actuals. 

33.3 Given the historic underspending in 2016 and 2017, please provide a program spending 
schedule for 2018 and explain if PNG(NE) FSJ/DC Division is on track so far in 2018.  

 Reference: DEFERRAL ACCOUNTS 34.0
Exhibit B-1-1, p. 56; Tab 2 pp. 12-13 
DC Industrial Deliveries deferral account 

Pages 12 and 13 of Tab 2 show an addition to the DC Industrial Deliveries deferral account of 192,000 in 
2016 and -126,000 in 2017. 
 
Page 27 of the Amended Application states that “A gas deliveries deferral account is used to record the 
difference between the forecast and actual deliveries for this customer.” 
 
34.1 Please confirm, or explain otherwise, that the DC industrial deliveries deferral account captures 

the variance between the forecast and actual margin for all customers in the DC small industrial 
sales customer classification.  

34.2 Please explain why variances between forecast and actual margin for the FSJ small industrial 
sales customers are not included in the deferral account. 

34.3 Please explain the forecast variances for 2016 and 2017 related to the DC small industrial sales 
deliveries. 
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I. MISCELLANEOUS OTHER INCOME AND CREDITS 

 Reference: MISCELLANEOUS OTHER INCOME AND CREDITS 35.0
Exhibit B-1-1, Section 2.11, p. 58 
Penalty charges and overheads recovered 

35.1 Please explain why penalty charges are forecast to increase by $16,000 or 21.6 percent in Test 
Year 2018 compared to Actual 2017. 

35.2 Please explain why overheads recovered are forecast to increase by $26,000 or 144 percent in 
Test Year 2018 compared to Actual 2017. 

 
J. RATE BASE 

 Reference: RATE BASE 36.0
Exhibit B-1-1, Section 2.13, pp. 61 and 66 
Test Year 2018 and 2019 capital expenditures  

On page 61 of the Amended Application PNG(NE) forecasts Total Capital Expenditures, excluding 
overhead, of $7,433,431 for Test Year 2018. 
 
36.1 Please confirm that all the Capital expenditures planned for 2018 are still expected to be 

completed in 2018. 

36.1.1 For each of the projects identified that are 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. 

Further, on page 66 of the Amended Application, PNG(NE) forecasts Total Capital Expenditures excluding 
overhead of $6,276, 127 for Test Year 2019 
 
36.2 Please confirm that all the Capital expenditures planned for 2019 are still expected to be 

completed in 2019. 

36.2.1 For each of the projects identified that are expected to extend beyond Test Year 2019, 
please provide the full project schedule and the total project cost, including a 
breakdown of the expenditures by year. 

 Reference: RATE BASE 37.0
Exhibit B-1-1, Section 2.1, pp. 26–28 and Section 2.13, p.62, 67 
Recurring capital expenditures- New Services  

On pages 62 and 67 of the Amended Application PNG (NE) forecast $849,000 for New Services to meet 
the needs of new customers for Test Year 2018, and $1,022,000 for Test Year 2019 
 
37.1 Please confirm how many new distribution service lines PNG(NE) plan to install in each of the 

Test Years 2018 and 2019. 

37.2 Please confirm the locations and associated development where PNG(NE) are installing new 
distribution services for each of Test Year 2018 and 2019. 

37.3 Please reconcile, by rate class, the number of new customers driving the need for new 
distribution services lines to the customer count information provided on pages 26-28 of the 
Amended Application. 
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 Reference: RATE BASE 38.0
Exhibit B-1-1, Section 2.13, pp. 62 and 67 
Planned-Recurring Capital Expenditures- Distribution Main Improvements –Couplings, 
Recurring capital expenditures – Distribution Main Improvement  

On pages 62 and 67 of the Amended Application, PNG(NE) forecast $490,000 in Test Year 2018 and 
$510,000 in Test Year 2019 for the removal of mechanical couplings, $320,000 in Test Year 2018 and 
$333,000 in Test Year 2019 for the replacement of PE2306 Pipe, and $461,000 in Test year 2018 and 
$480,000 in Test Year 2019 for other distribution mains improvements.  
 
38.1 What percentage of the mechanical couplings on the distribution system of Dawson Creek (DC) 

and Fort St John (FSJ) remain to be removed? 

38.1.1 What is the estimated date of completion for the removal of all mechanical couplings? 

38.1.2 Please provide the amount of mechanical couplings that were forecast to be removed in 
Test Years 2016 and 2017 as compared to the actual amount of mechanical couplings 
that were removed for the same years.  

38.1.3 Please provide the amount of mechanical couplings that are forecast to be removed in 
Test Years 2018 and 2019. 

38.1.4 Please describe the specific risks to integrity and failures that are driving the need for 
the ongoing removal of mechanical couplings. 

38.2 What percentage of the PE2306 pipe remains to be replaced? 

38.2.1 What is the estimated date of completion for the replacement of all PE2306 pipe?  

38.2.2 Please provide the amount of PE2306 pipe that was forecast to be removed in Test 
Years 2016 and 2017 as compared to the actual amount of pipe replaced for the same 
years.  

38.2.3 Please provide the amount of PE2306 pipe that is forecast to be removed in Test Years 
2018 and 2019. 

38.2.4 Please describe the specific risks to integrity and failures that are driving the need to 
replace the PE2306 pipe. 

Further on page 62 of the Amended Application, PNG(NE) states: 

Other distribution main improvements include a provision of $461,000 for the lowering 
of distribution main in public thoroughfares to meet the needs of changes to the 
surrounding roadway and to avoid conflict with new civil works and ensure the on-going 
safety of the pipe. 

38.3 Please clarify if the lowering of the distribution mains to meet the needs of the changing 
surrounding is driven by PNG(NE) or a third party.  

38.4 Please detail any changes to the regulation for this pipe to be lowered.  

38.5 Please detail any CIAC associated with the $480,000 for the Distribution Mains Improvement 
costs.  

 Reference: RATE BASE 39.0
Exhibit B-1-1, Section 2.13, p. 63 
Recurring capital expenditures-Distribution Mains 

PNG(NE) states on page 63 of the Amended Application: 
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The forecast 2018 expenditures relate to new distribution mains and are all related to 
providing service to new customers (residential, commercial, industrial) throughout the 
Fort St. John and Dawson Creek service areas. Growth continues in the region with both 
residential and commercial growth and the resultant economic development has 
created opportunities to provide natural gas infrastructure to service this demand. 

39.1 Please provide a breakdown of the $445,000 distribution mains expenditure.  

39.1.1  Please explain the differences between the costs associated with new distribution 
mains, as referenced in the preceding IR, and the costs associate with the New Services 
expenditure category. 

 Reference: RATE BASE 40.0
Exhibit B-1-1, Section 2.13, p. 63, 64 
Non -recurring capital expenditures- Replace Dawson Creek #1 Gate Station 

PNG (NE) states on pages 63 and 64 of the Amended Application: 

This replacement project is required to ensure the station and related facilities are in full 
compliance with safety and integrity related and regulations. At this time, PNG (NE) has 
compleed [sic] the front-end engineering and has developed a thorough Class III 
estimate, including complete vendor budgetary pricing for all 3 materials and services. 

40.1 Please clarify what safety and integrity related regulations PNG(NE) are complying with, as 
referenced on pages 63 and 64 of the Amended Application.  

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

40.2.1 Please clarify if the $1,121,000 includes the front-end engineering.  

40.2.2 If not, please provide all costs associated with the front-end engineering. 

40.3 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.  

40.4 Please provide the adverse effects of this project being deferred. 

40.5 Please provide details of alternative solutions, if any, that were considered. 

 Reference: RATE BASE 41.0
Exhibit B-1-1, Section 2.13, pp. 64 and 68 
Non -recurring capital expenditures-Cecil Lake Aluminum Replacement 

On pages 64 and 68 of the Amended Application PNG(NE) forecast Total Capital Expenditure excluding 
overhead of $282,000 for Cecil Lake Aluminum Replacement for Test Year 2018 and $1,065,000 for Test 
Year 2019. 
 
41.1 Please confirm if PNG(NE) plans to submit a Certificate of Public Convenience and Necessity 

(CPCN) application for this project. If not, please explain why not. 

41.2 Please provide details of the justification and need for PNG (NE) to carry out this project at this 
time. 

41.2.1 What alternatives solutions, if any, were considered by PNG(NE)? 

41.3 Please provide a breakdown of the total project costs by year, including those project costs that 
have already been incurred. 
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41.4 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. 

41.5 How critical is the integrity risk associated with this project? 

41.6 Please discuss the expected adverse effect s, if any, of this project being deferred. 

 Reference: RATE BASE  42.0
Exhibit B-1-1, Section 2.13, pp. 35, 64, 68 and 100 
Non -recurring capital expenditures-Geographical Information System  

On pages 64 and 68 of the Amended Application PNG(NE) forecasts capital expenditures of $242,128 
and $376,860 for Test Years 2018 and 2019 respectively for the Geographical Information System (GIS). 
 
On Page 64 of the Amended Application PNG (NE) states that: 

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 (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 best 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.  

42.1 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. 

42.2 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 proposed GIS project was ultimately chosen as the preferred 
alternative. 

42.3 Please confirm the engineering/geomatics consultancy firm that was used by PNG(NE) 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. 

42.4 Does PNG(NE) plan to file a CPCN for the GIS project? If not, please discuss why not. 

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

42.6 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. 

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



PNG(NE) 2017–2018 RRA – BCUC IR No. 1 27 of 38 

On page 100 of the Amended Application, PNG(NE) states: 

The actual costs for 2017 included in this account are $49,000 or 51.8% greater than 
those approved under Decision 2017. This account is over budget primarily due to the 
costs related to a Geographic Information System (GIS) assessment study undertaken 
during the year (see discussion of this initiative in Section 2.13.1.1 – Plant in Service). 

On page 64, PNG(NE) 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. 

42.8 Please confirm, or explain otherwise, that the costs related to the GIS assessment study 
undertaken in 2017 as mentioned on page 100 is the same as the costs related to the 
engineering/geomatics consultancy firm undertaken in the third quarter of 2017. 

42.9 Please provide the total consulting costs related to the GIS assessment study broken down by 
year and discuss how were these costs allocated between PNG-West and PNG(NE)-FSJ/DC and 
PNG(NE)-TR. 

On page 33 of the Amended Application, PNG(NE) states: 

Forecast Test Year 2018 costs are $286,000 or 40.5% higher than 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 a new position in the areas of engineering; asset 
management system licensing costs; and inflation. Test Year 2019 costs are forecast to 
be comparable to Test Year 2018. 

Further on page 44, PNG(NE) states with respect to shared services cost allocation for Account 685: 

Overall PNG-West cost pool increase of approximately $198,000 primarily due to costs 
related to new engineering initiatives including digital data mapping and the geographic 
information system (GIS) project, as well for licensing costs for the computerized 
maintenance management system (CMMS). 

On page 35 of PNG-West’s Amended Application for PNG-West’s 2018-2019 RRA Proceeding, 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 cost increases are offset in part by greater 
cost recoveries of $40,000 reflected in this account for shared-service cost allocations to 
PNG(NE). 

42.10 Please provide a table with the total operating, maintenance and administrative costs of the GIS 
project broken down by test year, by BCUC account code and by recurring and one-time costs. 
For any project costs that are shared by PNG-West and PNG(NE), please also breakdown of the 
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costs by division (i.e. PNG-West, PNG(NE)-FSJ/DC and PNG(NE)-TR) and provide the cost 
allocation methodology. 

42.10.1 Please discuss if any of the costs identified in the preceding IR are considered project 
management costs or pre-feasibility study costs. 

42.10.2 Please also identify the costs of the project that have been allocated from PNG-West 
to each of PNG(NE)’s divisions through shared services costs. 

42.10.3 Please discuss any differences between the cost allocation methodology of this 
project versus the methodology used to allocate shared services costs. 

42.10.4 Please explain how the activities associated with the GIS project for PNG(NE) are 
different from the activities performed at PNG-West and allocated to PNG(NE) 
through shared-service costs. 

42.11 Please discuss if the GIS project will result in a reduction in the positions currently held at the 
company (i.e. certain tasks currently performed may no longer be required or are redundant 
once PNG(NE) moves to a digital system).  

42.11.1 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 forecasted savings have 
been recorded. 

42.12 Are there any amounts in Test Year 2018 and 2019 being transferred to capital in relation to the 
Geotechnical Information System? If yes, please provide the amounts for each of Test Year 2018 
and 2019 and explain the rationale for this treatment. 

 Reference: RATE BASE  43.0
Exhibit B-1-1, Section 2.13, p. 69 
Non -recurring capital expenditures-Station Modifications   

On page 69 of the Amended Application PNG(NE) forecast Total Capital Expenditure excluding overhead 
of $167,000 for Station Modification in Test Year 2019. 
 
43.1 Please confirm when construction of the station modifications will commence and the expected 

completion date. 

43.1.1 If the station modifications are expected to extend beyond Test Year 2019 please 
provide the total forecast capital expenditures for the project by year. 

43.2 Please discuss the adverse effects, if any, of these expenditures being deferred. 

 Reference: RATE BASE 44.0
Exhibit B-1-1, Section 2.13, p. 69 
Non -recurring capital expenditures-Baldonnel Line Lowering 

On page 69 of the Amended Application PNG(NE) forecast Total Capital Expenditure excluding overhead 
of $141,000 for Baldonnel Line lowering –Phase 1-FSJ.  
 
44.1 Please clarify the geotechnical concerns associated with this pipeline.  

44.2 Please provide the total forecast capital expenditures for the project by year. 

44.3 Please discuss the adverse effects, if any, of these expenditures being deferred. 
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 Reference: RATE BASE  45.0
Exhibit B-1-1, Section 2.13, p. 69 
Non -recurring capital expenditures-Steel Main Replacements 

On page 69 of the Amended Application PNG(NE) forecast Total Capital Expenditure excluding overhead 
of $156,000 for Steel Main Replacement in Test Year 2019. 
 
45.1 Please confirm when construction of the steel main replacements will commence  and when the 

steel main replacements are expected to be complete.  

45.1.1 If the steel main replacements are expected to extend beyond 2019, please provide a 
schedule showing the forecast expenditures by year for the steel main replacements. 

45.2 Please discuss the adverse effects, if any, of these expenditures project being deferred. 

 Reference: RATE BASE  46.0
Exhibit B-1-1, Section 2.13, p. 70  
Non -recurring capital expenditures-Structure Improvements  

On page 70 of the Amended Application, PNG(NE) forecast Total Capital Expenditure excluding overhead 
of $96,000 for Structure Improvements in Test Year 2019. 
 
46.1 Please confirm when construction of the structure improvements will commence and when the 

improvements are expected to be complete.  

46.1.1 If the structure improvements are expected to extend beyond 2019, please provide a 
schedule showing the forecast expenditures by year for the steel main replacements. 

46.1.2 What are the adverse effects, if any, of these expenditures being deferred?  

 Reference: RATE BASE 47.0
Exhibit B-1-1, Section 2.13.2, p. 71 
Pension 

47.1 Please confirm, or explain otherwise, that PNG(NE) and PNG-West share the same registered 
pension plan. 

47.1.1 If confirmed, what proportion of the plan is funded by each of PNG(NE)’s divisions and 
PNG-West, and how is the allocation determined? 

On page 71 PNG(NE) states: 

Forecast cash contributions to PNG(NE)’s pension plan for Test Year 2018 and Test Year 
2019 reflect expected normal cash contributions as well as special contributions. 
PNG(NE) notes that its 2016 pension valuation identified a solvency deficiency such that, 
commencing once again in 2017, there is a requirement for PNG(NE) to make special 
cash contributions to its registered pension plan. 

47.2 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. 

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

47.4 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 
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that deficiencies should be eliminated), and PNG(NE)’s compliance with such regulations. 

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

47.6 Has PNG(NE) previously been in a “solvency deficiency” position? 

47.6.1 If so, please identify the time period that PNG(NE) had a “solvency deficiency” and the 
amounts of the deficiency and “special cash contributions” made during that period. 
Please also discuss the events leading up to how PNG(NE) became solvency deficient 
and the plan and timeframe involved to resolve the deficiency compared to the current 
deficiency. 

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

 Reference: RATE BASE 48.0
Exhibit B-1-1, Section 2.13.2, p. 71; Amended Schedules, Tab 2, p. 33 
Non-pension post-retirement benefits 

On page 71, PNG(NE) states: 

As shown in the referenced schedule, PNG(NE) expects to make cash contributions of 
$128,000 to its RCA in Test Year 2018, up from $174,000 in Decision 2017. However, the 
cash contributions are expected to drop to $94,000 in Test Year 2019 as Test Year 2018 
represents the sixth and final year of amortization of regulatory assets associated with 
historical NPPRB expense. [Emphasis added] 

48.1 Please confirm, or explain otherwise, that the cash contributions to the RCA in Test Year 2018 
are actually down from $174,000. 

The following is an extract of the Non-pension post-retirement benefits continuity schedule from Tab 2, 
page 33 of the Amended Application: 
 

 
 
48.2 Please reconcile line 1 in the schedule above with the statement in the preamble above that 

“cash contributions are expected to drop to $94,000 in Test Year 2019.”  

48.2.1 If line 1 should be $94,000 for Test Year 2019, please discuss the implications to the cost 
of service revenue deficiency and rates. Please also refile the affected schedules with 
the amount corrected.  

 
K. CAPITAL STRUCTURE AND RETURN ON CAPITAL 

 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL 49.0
Exhibit B-1-1, FSJ/DC division, p. 76 
Credit rating assessment 

On page 76 of the Amended Application for the FSJ/DC division, PNG(NE) states: 
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For the purposes of this Amended Application for both Test Year 2018 and Test Year 
2019,  PNG(NE) has used the Decision 2017 approved rate of return on common equity 
(ROE) of 9.25% and common equity thickness of 41.00% 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. 

49.1 What is PNG(NE)’s current credit rating? Has PNG(NE)’s credit rating changed in the last five 
years? 

49.2 Please provide PNG(NE)’s last three credit rating reports. 

 Reference: BUSINESS RISK ASSESSMENT 50.0
Exhibit B-1-1, FSJ/DC division, Appendix F 
Business Risk Assessment – 2018 Update 

In Appendix F of the Amended Application, in compliance with Order G-77-13, PNG-West and PNG(NE) 
(collectively, PNG)  filed a Business Risk Assessment update for 2018 based on a consolidated entity level 
for PNG. Its 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 F, 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. 
 
50.1 With respect to Aboriginal rights, PNG submits that there are numerous requirements for 

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

50.1.1 If applicable, please discuss how these court cases will affect PNG(NE)’s business risk 
related to Aboriginal rights, and in terms of more investments in resources and efforts, 
specifically for the FSJ/DC division. 

50.2 With respect to the 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 FSJ/DC division commodity rates from 2011 to present. 

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

50.2.2 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 the carbon tax associated with natural gas service, and not natural gas commodity 
rates in comparison with electricity. If not confirmed, please explain. 

50.3 With respect to customer growth, PNG(NE) submits that the FSJ/DC service area has 
experienced an average customer growth rate of approximately 2% per year, though that trend 
has recently slowed significantly. Please clarify in what time period PNG experienced the 2% 
average customer growth rate, and the recent slowdown.  

 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL 51.0
Exhibit B-1-1, Sections 2.14 and 2.14.1, pp. 74–76, Amended Schedules, Tab 5, p. 1 
Capital structure and financing costs 

On page 74 of the Amended Application, PNG provides the following table: 
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In Tab 5 on page 1 of the Amended Application, PNG(NE) shows the following schedule: 
 

 
 
51.1 Please reconcile the amounts in Table 33 with the schedule above for Test Year 2018 and 

Decision 2017. 

On page 74 of the Amended Application, PNG(NE) states: 

In Test Year 2019, PNG(NE)’s short-term debt expense is almost flat relative to 2018 as 
the forecast increase of 52 basis points in underlying interest rates in 2019 relative to 
2018 is offset by a lower allocation of fees and expenses associated with the operating 
line shared with PNG. 

51.2 Please explain why PNG(NE) will be allocated less fees and expenses associated with the 
operating line shared with PNG in Test Year 2019. 

On page 75 of the Amended Application, PNG(NE) states: 

In addition to the interest rate increase, the increase in short term debt expense in 2018 
and 2019 also reflects a provision for operating line renewal fees in those years while 
2017 did not require a provision for renewal fees. 

On page 76 of the Amended Application, PNG(NE) states: 

PNG(NE)’s only planned refinancing activity for 2018 and 2019 is the renewal of its 
operating line in mid-2019. 

51.3 How much is the provision for operating line renewal fees forecast for each of Test Years 2018 
and 2019? 
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51.4 Please explain why a provision has been forecast for both 2018 and 2019 when the operating 
line is planned for refinancing in mid-2019. 

 
L. CAPITAL EXPENDITURE REPORTING 

 Reference: OTHER MATTERS 52.0
Exhibit B-1-1, Section 3.1.1, pp. 83 and 86 
Capital expenditures variance analysis 

In Tables 36 and 38 on pages 83 and 86 of the Amended Application, PNG (NE) identifies several projects 
with variances in excess of $50,000 for Test Years 2018 and 2019, respectively.  
 
52.1 Please explain if there are any overarching reasons why PNG(NE) has several projects in 2016 

and 2017 with a capital expenditure variance greater than $50,000. 

52.2 To what extent has PNG(NE) considered the larger capital variances in 2016 and 2017 and 
applied the necessary adjustment when budgeting for the 2018/2019 capital expenditures? 

52.3 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) 

Planned – Recurring  
New Services    
Distribution Mains 
Distribution Mains Improvement – Mechanical Couplings  
Distribution Mains – PE2306 Replacement   
Distribution Mains – Other  
Meter and Regulator Purchases 
Mobile/Heavy Equipment  
New/Replacement Meters 
 
Other Minor Projects  <$50,000 
 
Planned – Non-recurring  
Replace Line Heaters  
 
Other Minor Projects  <$50,000 

   

 

 Reference: OTHER MATTERS 53.0
Exhibit B-1-1, Section 3.1.1, pp. 83-88  
Capital expenditures variance analysis - 2016 

On page 84 of the Amended Application PNG(NE) states that the Distribution Main Improvements – 
Other category was greater than approved in 2016 by $723,000 “primarily due to unbudgeted line 
lowerings in Fort St. John as a result of Ministry of Transportation and Infrastructure construction work 
on Old Fort Road, as well as continued fusion tee replacements.” 
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Page 61 of the Amended Application in the 2016-2017 PNG(NE) RRA proceeding states that “Other 
distribution main improvements include a provision of $300,000 for the lowering of distribution main in 
public thoroughfares to meet the needs of changes to the surrounding roadway and to avoid conflict 
with new civil works and ensure the on-going safety of the pipe.” 
 
53.1 Please provide a breakdown of the 2016 budget for other distribution main improvements of 

$300,435 between fusion tee replacements, line lowerings and any other cost categories.  

53.2 Please provide a breakdown of the actual 2016 expenditures for other distribution main 
improvements of $1,023,400 between fusion tee replacements, line lowerings and any other 
cost categories.  

53.3 Is there are any CIAC associated with the unbudgeted line lowerings? Please discuss why or why 
not. 

 
On page 84 of the Amended Application PNG(NE) states that Mobile/Heavy Equipment is greater than 
approved in 2016 by $189,000 due to the unplanned replacement of a backhoe stolen from the gated 
compound in Dawson Creek. 
 
53.4 Please indicate if any insurance claim funds were received to account for the loss associated 

with the stolen backhoe. Please discuss why or why not. 

 Reference: OTHER MATTERS 54.0
Exhibit B-1-1, Section 3.1.1, pp. 83-88  
Capital expenditures variance analysis - 2017 

On page 87 of the Amended Application PNG(NE) states that other distribution main improvements 
were greater than approved by $1,137,000 for the following reason: 
 

This variance is primarily due to acceleration of electrofusion tee replacement activity during 
the year beyond that originally planned ($1,122,000) due to the reassessment of the work as 
high risk and necessary to ensure system safety and reliability. PNG(NE) notes that the cost of 
this initiative were offset in part by a CIAC of $325,000 from the contractor who undertook the 
original installation. Also of note is that this expenditure includes $171,000 incurred in 2017 for 
finalize repairs on the Pouce River washout which occurred in late 2016. 

 
54.1 Please provide a breakdown of the original budgeted cost and the final budgeted cost 

associated with the electrofusion tee replacement activity during 2017. 

54.1.1 Please confirm the year in which the electrofusion tee replacement activity was 
originally planned and indicate if there is an associated approved amount in 
PNG(NE)RRA for that year. 

54.2 Please discuss the assessed risks associated with the electrofusion tee replacement and how 
they differ from the risks that were originally assessed. 

54.3 Please elaborate on why a CIAC was associated with this expenditure and how the amount of 
$325,000 was determined. 
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M. IDENTIFIED SERVICE QUALITY METRICS 

 Reference: IDENTIFIED SERVICE QUALITY METRICS 55.0
Exhibit B-1-1, Section 3.3, p. 103 
Key service quality metrics 

On page 103, PNG(NE) provided the following table: 
 

 
 
55.1 Are there specific benchmarks that PNG(NE) works towards with respect to the key service 

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

55.1.1 If so, please provide these benchmarks and discuss PNG(NE)’s performance relative to 
these benchmarks. 

55.2 Please discuss the reasons why the number of underground leaks have been increasing since 
2014 and PNG(NE)’s plans to reduce the number of unground leaks in the future, if applicable. 

55.3 Please discuss the reasons why lost-time injury frequency rate has more than doubled since 
2015 and PNG(NE)’s plans to reduce the frequency rate, if applicable. 

 
N. OTHER MATTERS TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 56.0
Exhibit B-1-1, Section 2.23, pp.29-31; Appendix B; Appendix B, Figure 1 & Figure 3, pp. 
4-6 
Unaccounted for Gas  

On page 29 of the Amended Application, PNG(NE) states: 

PNG(NE) reiterates that UAF is a calculated variance resulting from various sources 
which may include loss of gas due to utility or third party activities and measurement 
inaccuracies both in the deliveries received and the deliveries to customers. 

On page 5 of Appendix B, PNG(NE) 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 to residential and small commercial 
customers but not yet billed. This amount is estimated based on the number of unbilled days of 
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service (DOS) from when a customer was last billed, to the end of the current calendar month. 
In February 2016, PNG(N.E.) implemented a change in how the unbilled DOS are reported. 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. 

 
56.1 Please explain what is meant by utility or third party activities. How do these impact UAF 

calculations? 

56.2 Please explain what is meant by measurement inaccuracies. How does this impact UAF 
calculations? 

On page 4 of Appendix B, referring to Figure 1, PNG(NE) 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.” 
 

 
 

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

green represents the 3 year range. 
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56.4 Please explain how PNG(NE) estimates the volume of natural gas delivered but not yet billed to 
customers. 

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

56.6 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. 

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

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

56.7.2 Why did this change only impact unbilled residential customers? Were Commercial and 
Industrial customers UAF volumes affected by this change? Please discuss. 

56.8 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. 

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

56.9.1 Why was the largest adjustment made to the March 2016 volume, both in absolute 
terms and relative to the total? 

On page 6 of Appendix B, PNG(NE) states  

PNG(N.E.) 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. PNG(N.E.) has not found a probable cause for the high 
UAF volume recorded in 

January 2017 but PNG(N.E.) notes that the January UAF loss was subsequently reversed 
over the following two months (February and March 2017) 

On page 8 of Appendix B, PNG(NE) states  

In an effort to improve its unbilled estimate under these circumstances, PNG(N.E.) 
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). 

56.10 How did PNG(NE) 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. 

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

56.10.2 Does PNG(NE) 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? 

56.11 Please explain why UAF volumes peaked in January 2017, when the cold snap occurred in 
December 2016. What could cause this lagged effect? Please elaborate. 

56.12 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. 

56.13 What measures does PNG(NE) have in place to ensure customers are billed accurately? 
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56.14 Has PNG(NE) 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? 

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

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

56.17 Is PNG(NE) likely to implement solutions to access more accurate customer information in the 
future? If so, how would PNG(NE) achieve this and how would associated costs be recovered?  
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	21.0 Reference: SHARED SERVICES COST ALLOCATION TO PNG(NE) FSJ/DC DIVISIONPNG-West 2018-2019 RRA Proceeding, Exhibit B-1-1, Amended Application, Table 20, p. 44; Amended Schedules, Tab 1, p. 9 Account 728 – Corporate
	21.1 Please provide the incremental revenue deficiency and rate impact for the PNG(NE) FSJ/DC division 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 Year...


	E. Transfers to Capital
	22.0 Reference: TRANSFERS TO CAPITAL PNG(NE) 2016–2017 RRA Proceeding, Exhibit B-5, BCUC IR No. 1.19.1 Capitalized overhead
	22.1 Please update the above table for Test Years 2018 and 2019, Actuals 2016 and 2017 and Decisions 2016 and 2017.
	22.2 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...
	22.3 Please provide a detailed calculation of the operating expenses of $230,000 and $284,000 that are proposed to be transferred to capital in Test Years 2018 and 2019, respectively, and the $192,000 actual amount transferred to capital in 2017.
	22.4  Please provide a detailed calculation of the administrative and general expenses of $274,000 and $406,000 that are proposed to be transferred to capital in Test Years 2018 and 2019, respectively, and the $495,000 actual amount transferred to cap...


	F. Property Taxes
	23.0 Reference: PROPERTY TAXES Exhibit B-1-1, Section 2.8, p. 50 Property taxes breakdown
	23.1 Please update the above table for Actual 2017 to agree with the $1,330,000 quoted above.


	G. Depreciation
	24.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 51–52 and Appendix C, p. II-29 Positive salvage
	24.1 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.
	24.1.1 Please elaborate on why PNG(NE) has not incorporated the positive salvage recommendation for Account 485, despite the information provided on page II-29 of the Depreciation Study.


	25.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 51–53 and Appendix C Net salvage - rate impact
	25.1 Please confirm, or explain otherwise, that the underlined statement in the preamble from page 52 of the Amended Application should read “would be greater by $823,000 and $857,000, respectively.”
	25.2 Please provide the Test Years 2018 and 2019 rate impact for the FSJ/DC Division of incorporating the negative salvage values recommended in the Depreciation Study, which results in depreciation expense for Test Years 2018 and 2019 being greater b...
	25.3 Please provide the net impact for PNG(NE) FSJ/DC Division 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 ...
	25.4 Please confirm that if PNG(NE) adopted Concentric’s recommendation regarding negative salvage values for the FSJ/DC Division, it would have a one-time rate impact for customers during the year of transition (i.e. Test Year 2018). If not confirmed...
	25.4.1 In the event that Concentric’s recommendation regarding negative salvage values were adopted by PNG(NE) for the FSJ/DC Division, please discuss if PNG(NE) would consider a transition period to smooth out the immediate impact on customer rates.

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

	26.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 51–54 and Appendix C Plant Gains and Losses deferral account
	26.1 Please provide the actual additions and amortization expense for the FSJ/DC Division Plant Gains and Losses deferral account for each year between 2012 and 2017, and forecast 2018 and 2019, broken down into the following categories:
	26.1.1 Please explain if any of the above three categories for the FSJ/DC Division 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 b...


	27.0 Reference: DEPRECIATION Exhibit B-1-1, pp. 51-53 and Appendix D; FortisBC Energy Utilities (FEU) 2012–2013 Revenue Requirements and Natural Gas Rates Application proceeding, Exhibit B-1, Appendix E-2, pp. 9–12 Negative salvage
	27.1 Please provide a thorough analysis from PNG(NE)’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(NE)’s current meth...
	27.2 Please provide an analysis of the full costs of implementing the recommendation by Concentric to incorporate negative salvage values into depreciation rates for the FSJ/DC Division.
	27.3 Please discuss if PNG(NE) considered any options for negative salvage accounting other than the methodology currently used by PNG(NE) and the methodology recommended by Concentric. For example the ARO Approach and/or Hybrid Approach referenced in...

	28.0 Reference: DEPRECIATION Exhibit B-1-1, p. 53 and Appendix C, pp. I-8 - I-10 and II-4 Negative salvage
	28.1 Please confirm, or explain otherwise, that PNG(NE)’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 G...
	28.2 Please provide examples of other Canadian gas distribution utilities that use the same methodology as PNG(NE) for net salvage accounting.
	28.2.1 Please provide examples of other Canadian gas distribution utilities that use the same methodology as recommend by Concentric for net salvage accounting.

	28.3 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.
	28.4 Please provide a list of the peer companies used by Concentric in arriving at its net salvage recommendations.

	29.0 Reference: DEPRECIATION Exhibit B-1-1, Appendix C, pp. II-9, II-20 Negative salvage – specific accounts
	29.1 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...
	29.2 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 Concentric’s recommendation.
	29.3 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:

	30.0 Reference: DEPRECIATION Exhibit B-1-1, p. 53, Appendix C, p. IV-2 Depreciation rates
	30.1 Please clarify if the annual and accrued depreciation has been calculated using the average life group procedure or the equal life group procedure.
	30.2 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.

	31.0 Reference: DEPRECIATION Exhibit B-1-1, Appendix C, p. II-23 Depreciation rates
	31.1 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.

	32.0 Reference: DEPRECIATION Exhibit B-1-1, p. 52 Depreciation of Land Rights
	32.1 Please provide the factors that were considered by PNG(NE) in making the determination that Land Rights have an indefinite life and should not be depreciated.
	32.2 Please explain if PNG(NE)’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.
	32.3 Please provide examples of other Canadian gas distribution utilities that use the same methodology for Land Rights as proposed by PNG(NE).


	H. Deferral Accounts and Amortization
	33.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 55 Demand Side Management deferral account
	33.1 Please provide the 2018 DSM expenditures approved under Order G-203-15A for the FSJ/DC Division.
	33.2 Please provide the Decision 2016 and Decision 2017 additions to the DSM deferral account for the FSJ/DC Division and provide an explanation for any variance between the 2016 and 2017 Actuals.
	33.3 Given the historic underspending in 2016 and 2017, please provide a program spending schedule for 2018 and explain if PNG(NE) FSJ/DC Division is on track so far in 2018.

	34.0 Reference: DEFERRAL ACCOUNTS Exhibit B-1-1, p. 56; Tab 2 pp. 12-13 DC Industrial Deliveries deferral account
	34.1 Please confirm, or explain otherwise, that the DC industrial deliveries deferral account captures the variance between the forecast and actual margin for all customers in the DC small industrial sales customer classification.
	34.2 Please explain why variances between forecast and actual margin for the FSJ small industrial sales customers are not included in the deferral account.
	34.3 Please explain the forecast variances for 2016 and 2017 related to the DC small industrial sales deliveries.


	I. Miscellaneous Other Income and Credits
	35.0 Reference: MISCELLANEOUS OTHER INCOME AND CREDITS Exhibit B-1-1, Section 2.11, p. 58 Penalty charges and overheads recovered
	35.1 Please explain why penalty charges are forecast to increase by $16,000 or 21.6 percent in Test Year 2018 compared to Actual 2017.
	35.2 Please explain why overheads recovered are forecast to increase by $26,000 or 144 percent in Test Year 2018 compared to Actual 2017.


	J. Rate Base
	36.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, pp. 61 and 66 Test Year 2018 and 2019 capital expenditures
	36.1 Please confirm that all the Capital expenditures planned for 2018 are still expected to be completed in 2018.
	36.1.1 For each of the projects identified that are 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.

	36.2 Please confirm that all the Capital expenditures planned for 2019 are still expected to be completed in 2019.
	36.2.1 For each of the projects identified that are expected to extend beyond Test Year 2019, please provide the full project schedule and the total project cost, including a breakdown of the expenditures by year.


	37.0 Reference: RATE BASE Exhibit B-1-1, Section 2.1, pp. 26–28 and Section 2.13, p.62, 67 Recurring capital expenditures- New Services
	37.1 Please confirm how many new distribution service lines PNG(NE) plan to install in each of the Test Years 2018 and 2019.
	37.2 Please confirm the locations and associated development where PNG(NE) are installing new distribution services for each of Test Year 2018 and 2019.
	37.3 Please reconcile, by rate class, the number of new customers driving the need for new distribution services lines to the customer count information provided on pages 26-28 of the Amended Application.

	38.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, pp. 62 and 67 Planned-Recurring Capital Expenditures- Distribution Main Improvements –Couplings, Recurring capital expenditures – Distribution Main Improvement
	38.1 What percentage of the mechanical couplings on the distribution system of Dawson Creek (DC) and Fort St John (FSJ) remain to be removed?
	38.1.1 What is the estimated date of completion for the removal of all mechanical couplings?
	38.1.2 Please provide the amount of mechanical couplings that were forecast to be removed in Test Years 2016 and 2017 as compared to the actual amount of mechanical couplings that were removed for the same years.
	38.1.3 Please provide the amount of mechanical couplings that are forecast to be removed in Test Years 2018 and 2019.
	38.1.4 Please describe the specific risks to integrity and failures that are driving the need for the ongoing removal of mechanical couplings.

	38.2 What percentage of the PE2306 pipe remains to be replaced?
	38.2.1 What is the estimated date of completion for the replacement of all PE2306 pipe?
	38.2.2 Please provide the amount of PE2306 pipe that was forecast to be removed in Test Years 2016 and 2017 as compared to the actual amount of pipe replaced for the same years.
	38.2.3 Please provide the amount of PE2306 pipe that is forecast to be removed in Test Years 2018 and 2019.
	38.2.4 Please describe the specific risks to integrity and failures that are driving the need to replace the PE2306 pipe.

	38.3 Please clarify if the lowering of the distribution mains to meet the needs of the changing surrounding is driven by PNG(NE) or a third party.
	38.4 Please detail any changes to the regulation for this pipe to be lowered.
	38.5 Please detail any CIAC associated with the $480,000 for the Distribution Mains Improvement costs.

	39.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, p. 63 Recurring capital expenditures-Distribution Mains
	39.1 Please provide a breakdown of the $445,000 distribution mains expenditure.
	39.1.1  Please explain the differences between the costs associated with new distribution mains, as referenced in the preceding IR, and the costs associate with the New Services expenditure category.


	40.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, p. 63, 64 Non -recurring capital expenditures- Replace Dawson Creek #1 Gate Station
	40.1 Please clarify what safety and integrity related regulations PNG(NE) are complying with, as referenced on pages 63 and 64 of the Amended Application.
	40.2 Please provide a breakdown of the total project costs by year, including those project costs that have already been incurred.
	40.2.1 Please clarify if the $1,121,000 includes the front-end engineering.
	40.2.2 If not, please provide all costs associated with the front-end engineering.

	40.3 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.
	40.4 Please provide the adverse effects of this project being deferred.
	40.5 Please provide details of alternative solutions, if any, that were considered.

	41.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, pp. 64 and 68 Non -recurring capital expenditures-Cecil Lake Aluminum Replacement
	41.1 Please confirm if PNG(NE) plans to submit a Certificate of Public Convenience and Necessity (CPCN) application for this project. If not, please explain why not.
	41.2 Please provide details of the justification and need for PNG (NE) to carry out this project at this time.
	41.2.1 What alternatives solutions, if any, were considered by PNG(NE)?

	41.3 Please provide a breakdown of the total project costs by year, including those project costs that have already been incurred.
	41.4 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.
	41.5 How critical is the integrity risk associated with this project?
	41.6 Please discuss the expected adverse effect s, if any, of this project being deferred.

	42.0 Reference: RATE BASE  Exhibit B-1-1, Section 2.13, pp. 35, 64, 68 and 100 Non -recurring capital expenditures-Geographical Information System
	42.1 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.
	42.2 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 proposed GIS project was ultima...
	42.3 Please confirm the engineering/geomatics consultancy firm that was used by PNG(NE) 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 i...
	42.4 Does PNG(NE) plan to file a CPCN for the GIS project? If not, please discuss why not.
	42.5 Please elaborate on the need for this project, specifically in relation to the five motivating factors cited in the Amended Application.
	42.6 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.
	42.7 Please provide a cost schedule for the project showing annual capital expenditures and for each year please clearly show the cost allocation between PNG-West and PNG(NE).
	42.8 Please confirm, or explain otherwise, that the costs related to the GIS assessment study undertaken in 2017 as mentioned on page 100 is the same as the costs related to the engineering/geomatics consultancy firm undertaken in the third quarter of...
	42.9 Please provide the total consulting costs related to the GIS assessment study broken down by year and discuss how were these costs allocated between PNG-West and PNG(NE)-FSJ/DC and PNG(NE)-TR.
	42.10 Please provide a table with the total operating, maintenance and administrative costs of the GIS project broken down by test year, by BCUC account code and by recurring and one-time costs. For any project costs that are shared by PNG-West and PN...
	42.10.1 Please discuss if any of the costs identified in the preceding IR are considered project management costs or pre-feasibility study costs.
	42.10.2 Please also identify the costs of the project that have been allocated from PNG-West to each of PNG(NE)’s divisions through shared services costs.
	42.10.3 Please discuss any differences between the cost allocation methodology of this project versus the methodology used to allocate shared services costs.
	42.10.4 Please explain how the activities associated with the GIS project for PNG(NE) are different from the activities performed at PNG-West and allocated to PNG(NE) through shared-service costs.

	42.11 Please discuss if the GIS project will result in a reduction in the positions currently held at the company (i.e. certain tasks currently performed may no longer be required or are redundant once PNG(NE) moves to a digital system).
	42.11.1 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 forecasted savings have been recorded.

	42.12 Are there any amounts in Test Year 2018 and 2019 being transferred to capital in relation to the Geotechnical Information System? If yes, please provide the amounts for each of Test Year 2018 and 2019 and explain the rationale for this treatment.

	43.0 Reference: RATE BASE  Exhibit B-1-1, Section 2.13, p. 69 Non -recurring capital expenditures-Station Modifications
	43.1 Please confirm when construction of the station modifications will commence and the expected completion date.
	43.1.1 If the station modifications are expected to extend beyond Test Year 2019 please provide the total forecast capital expenditures for the project by year.

	43.2 Please discuss the adverse effects, if any, of these expenditures being deferred.

	44.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13, p. 69 Non -recurring capital expenditures-Baldonnel Line Lowering
	44.1 Please clarify the geotechnical concerns associated with this pipeline.
	44.2 Please provide the total forecast capital expenditures for the project by year.
	44.3 Please discuss the adverse effects, if any, of these expenditures being deferred.

	45.0 Reference: RATE BASE  Exhibit B-1-1, Section 2.13, p. 69 Non -recurring capital expenditures-Steel Main Replacements
	45.1 Please confirm when construction of the steel main replacements will commence  and when the steel main replacements are expected to be complete.
	45.1.1 If the steel main replacements are expected to extend beyond 2019, please provide a schedule showing the forecast expenditures by year for the steel main replacements.

	45.2 Please discuss the adverse effects, if any, of these expenditures project being deferred.

	46.0 Reference: RATE BASE  Exhibit B-1-1, Section 2.13, p. 70  Non -recurring capital expenditures-Structure Improvements
	46.1 Please confirm when construction of the structure improvements will commence and when the improvements are expected to be complete.
	46.1.1 If the structure improvements are expected to extend beyond 2019, please provide a schedule showing the forecast expenditures by year for the steel main replacements.
	46.1.2 What are the adverse effects, if any, of these expenditures being deferred?


	47.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13.2, p. 71 Pension
	47.1 Please confirm, or explain otherwise, that PNG(NE) and PNG-West share the same registered pension plan.
	47.1.1 If confirmed, what proportion of the plan is funded by each of PNG(NE)’s divisions and PNG-West, and how is the allocation determined?

	47.2 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...
	47.3 Please discuss PNG(NE)’s plan to pay down the “solvency deficiency” and the expected time period involved.
	47.4 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(NE)’s compliance wi...
	47.5 Please discuss the implications to PNG(NE) if it is unable to pay down the “solvency deficiency” within its planned time period or the prescribed time period.
	47.6 Has PNG(NE) previously been in a “solvency deficiency” position?
	47.6.1 If so, please identify the time period that PNG(NE) had a “solvency deficiency” and the amounts of the deficiency and “special cash contributions” made during that period. Please also discuss the events leading up to how PNG(NE) became solvency...

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

	48.0 Reference: RATE BASE Exhibit B-1-1, Section 2.13.2, p. 71; Amended Schedules, Tab 2, p. 33 Non-pension post-retirement benefits
	48.1 Please confirm, or explain otherwise, that the cash contributions to the RCA in Test Year 2018 are actually down from $174,000.
	48.2 Please reconcile line 1 in the schedule above with the statement in the preamble above that “cash contributions are expected to drop to $94,000 in Test Year 2019.”
	48.2.1 If line 1 should be $94,000 for Test Year 2019, please discuss the implications to the cost of service revenue deficiency and rates. Please also refile the affected schedules with the amount corrected.



	K. Capital Structure and Return on Capital
	49.0 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL Exhibit B-1-1, FSJ/DC division, p. 76 Credit rating assessment
	49.1 What is PNG(NE)’s current credit rating? Has PNG(NE)’s credit rating changed in the last five years?
	49.2 Please provide PNG(NE)’s last three credit rating reports.

	50.0 Reference: BUSINESS RISK ASSESSMENT Exhibit B-1-1, FSJ/DC division, Appendix F Business Risk Assessment – 2018 Update
	50.1 With respect to Aboriginal rights, PNG submits that there are numerous requirements for dealing with various aspects of Aboriginal Rights which require a much more resource intensive effort, and cites recent court cases. Please provide a brief ov...
	50.1.1 If applicable, please discuss how these court cases will affect PNG(NE)’s business risk related to Aboriginal rights, and in terms of more investments in resources and efforts, specifically for the FSJ/DC division.

	50.2 With respect to the 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 FSJ/DC division commodity rates fr...
	50.2.1 Please provide supporting quantitative evidence to substantiate the claim that “market prices have shown less volatility in recent years.”
	50.2.2 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 the carbon tax associated with natural gas service, and not nat...

	50.3 With respect to customer growth, PNG(NE) submits that the FSJ/DC service area has experienced an average customer growth rate of approximately 2% per year, though that trend has recently slowed significantly. Please clarify in what time period PN...

	51.0 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL Exhibit B-1-1, Sections 2.14 and 2.14.1, pp. 74–76, Amended Schedules, Tab 5, p. 1 Capital structure and financing costs
	51.1 Please reconcile the amounts in Table 33 with the schedule above for Test Year 2018 and Decision 2017.
	51.2 Please explain why PNG(NE) will be allocated less fees and expenses associated with the operating line shared with PNG in Test Year 2019.
	51.3 How much is the provision for operating line renewal fees forecast for each of Test Years 2018 and 2019?
	51.4 Please explain why a provision has been forecast for both 2018 and 2019 when the operating line is planned for refinancing in mid-2019.


	L. Capital Expenditure Reporting
	52.0 Reference: OTHER MATTERS Exhibit B-1-1, Section 3.1.1, pp. 83 and 86 Capital expenditures variance analysis
	52.1 Please explain if there are any overarching reasons why PNG(NE) has several projects in 2016 and 2017 with a capital expenditure variance greater than $50,000.
	52.2 To what extent has PNG(NE) considered the larger capital variances in 2016 and 2017 and applied the necessary adjustment when budgeting for the 2018/2019 capital expenditures?
	52.3 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.

	53.0 Reference: OTHER MATTERS Exhibit B-1-1, Section 3.1.1, pp. 83-88  Capital expenditures variance analysis - 2016
	53.1 Please provide a breakdown of the 2016 budget for other distribution main improvements of $300,435 between fusion tee replacements, line lowerings and any other cost categories.
	53.2 Please provide a breakdown of the actual 2016 expenditures for other distribution main improvements of $1,023,400 between fusion tee replacements, line lowerings and any other cost categories.
	53.3 Is there are any CIAC associated with the unbudgeted line lowerings? Please discuss why or why not.
	53.4 Please indicate if any insurance claim funds were received to account for the loss associated with the stolen backhoe. Please discuss why or why not.

	54.0 Reference: OTHER MATTERS Exhibit B-1-1, Section 3.1.1, pp. 83-88  Capital expenditures variance analysis - 2017
	54.1 Please provide a breakdown of the original budgeted cost and the final budgeted cost associated with the electrofusion tee replacement activity during 2017.
	54.1.1 Please confirm the year in which the electrofusion tee replacement activity was originally planned and indicate if there is an associated approved amount in PNG(NE)RRA for that year.

	54.2 Please discuss the assessed risks associated with the electrofusion tee replacement and how they differ from the risks that were originally assessed.
	54.3 Please elaborate on why a CIAC was associated with this expenditure and how the amount of $325,000 was determined.


	M. Identified Service Quality Metrics
	55.0 Reference: IDENTIFIED SERVICE QUALITY METRICS Exhibit B-1-1, Section 3.3, p. 103 Key service quality metrics
	55.1 Are there specific benchmarks that PNG(NE) works towards with respect to the key service quality metrics provided in the table above? If not, please explain why not.
	55.1.1 If so, please provide these benchmarks and discuss PNG(NE)’s performance relative to these benchmarks.

	55.2 Please discuss the reasons why the number of underground leaks have been increasing since 2014 and PNG(NE)’s plans to reduce the number of unground leaks in the future, if applicable.
	55.3 Please discuss the reasons why lost-time injury frequency rate has more than doubled since 2015 and PNG(NE)’s plans to reduce the frequency rate, if applicable.


	N. Other Matters to be Addressed from Prior Year Decisions
	56.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-1-1, Section 2.23, pp.29-31; Appendix B; Appendix B, Figure 1 & Figure 3, pp. 4-6 Unaccounted for Gas
	56.1 Please explain what is meant by utility or third party activities. How do these impact UAF calculations?
	56.2 Please explain what is meant by measurement inaccuracies. How does this impact UAF calculations?
	56.3 Please confirm that the blue shaded area in Figures 1 and 3 represent the 5 year range and green represents the 3 year range.
	56.4 Please explain how PNG(NE) estimates the volume of natural gas delivered but not yet billed to customers.
	56.5 Please explain how UAF is correlated to the estimate of the volume of natural gas delivered.
	56.6 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.
	56.7 What change did PNG(NE) implement in February 2016 in the way unbilled days of service (DOS) were reported?
	56.7.1 Why did this change result in the reduction in the estimate of unbilled residential customers?
	56.7.2 Why did this change only impact unbilled residential customers? Were Commercial and Industrial customers UAF volumes affected by this change? Please discuss.

	56.8 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.
	56.9 Why did the change in unbilled DOS only affect February and March 2016? Please explain.
	56.9.1 Why was the largest adjustment made to the March 2016 volume, both in absolute terms and relative to the total?

	56.10 How did PNG(NE) 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.
	56.10.1 How can PNG(NE) isolate weather related and non-weather related effects which may jointly result in the significant December 2016 UAF volume?
	56.10.2 Does PNG(NE) 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?

	56.11 Please explain why UAF volumes peaked in January 2017, when the cold snap occurred in December 2016. What could cause this lagged effect? Please elaborate.
	56.12 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.
	56.13 What measures does PNG(NE) have in place to ensure customers are billed accurately?
	56.14 Has PNG(NE) 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?
	56.15 What measures, if any, are in place to mitigate the effects this isolated event has on UAF volumes?
	56.16 What are the associated costs and benefits to PNG(NE) of accessing more accurate customer information? Please provide any financial and/or UAF volume analysis PNG(NE) has performed.
	56.17 Is PNG(NE) likely to implement solutions to access more accurate customer information in the future? If so, how would PNG(NE) achieve this and how would associated costs be recovered?



