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A. GENERAL  

 Reference GENERAL 
Cybersecurity 

 Please confirm, or explain otherwise, that Pacific Northern Gas (PNG) has a cybersecurity 
emergency recovery plan. If confirmed, please provide a copy. If not, please explain why not and 
identify any risks associated with this.  

 Please explain the measures PNG has already taken to protect critical infrastructure and prevent 
cyber attacks.   

 For any planned, future measures, please include a description and provide the 
implementation timeline for these measures.   
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B. DEMAND FORECAST, REVENUE AND MARGIN 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-2 (Amended Application), Section 1.3, pp. 7, 25  
Demand Forecast, Revenue and Margin 

On page 7 of the Amended Application, PNG states: 

PNG-West also notes that with the positive FID decision on the LNG Canada project 
resulting in increased economic activity in PNG-West’s service territory and PNG-West’s 
proposed Reactivated Capacity Allocation Process (RECAP) in 2020, PNG-West is 
confident it will realize significant additional revenues from new customers to the 
benefit of existing ratepayers in the near future. 

 Please provide an update on the timing for commencement of the RECAP and an estimate of the 
incremental volumes and the expected year in which they will materialize. 

 
Further on page 25 of the Amended Application, PNG states: 

There is an overall increase in forecast deliveries of approximately 180,000 GJ for Large 
Commercial Firm sales. Of this increase, 176,000 GJ can be attributed to forecast 
demand for two new customers, one in Kitimat involved in the construction of a 
liquefied natural gas (LNG) export facility in that city, and one in Prince Rupert 
developing a propane export terminal. 

 Please provide a breakdown of the incremental 2020 and 2021 volumes for each of the new 
customers identified in the preamble.  

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-2, Section 2.1, p. 23  
Demand Forecast, Revenue and Margin  

On page 23 of the Amended Application, PNG states: 

The forecast gas delivery volumes and margin for Test Year 2020 and Test Year 2021 are 
summarized and compared to the Decision 2019 forecast amounts in the table below. 
Reductions in Test Year 2020 and Test Year 2021 amounts from Decision 2019 are 
indicated by figures in brackets. A discussion of significant variances follows. 

Further on page 23 of the Amended Application, PNG provides Table 9 with forecast gas deliveries.  
 

 Please provide a table in the same format as Table 9 that compares the actual 2019 deliveries 
with the forecast 2020 deliveries for each customer class. Please also provide an explanation for 
any significant variances between the actual 2019 deliveries and the forecast 2020 and 2021 
deliveries and between the actual and decision 2019 deliveries for each customer class. 
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 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-2, Section 2.1.1, pp. 23-24; Section 2.1.2, p. 24 
Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd. Application for 
Acceptance of 2019 Consolidated Resource Plan and for Acceptance of Energy 
Conservation and Innovation (ECI) Portfolio Funding for 2020 to 2022 proceeding 
(PNG 2019 Consolidated Resource Plan), Exhibit B-1, Section 7.3.1.2, p. 88, Figure 26 
Residential and Small Commercial Deliveries and Margin 

On pages 23 and 24 of the Amended Application, PNG states: 

The forecast Test Year 2020 and Test Year 2021 deliveries to the Residential class are 
based on the forecast normalized Use per Account (UPA) multiplied by the forecast 
number of customers. 

The methodology to forecast deliveries of small commercial customers is the same as residential 
customers as explained in Section 2.1.2 on page 24 of the Amended Application.  
 
Further on pages 23 and 24, PNG provides Tables 10 and 11 for forecast customer count and use per 
account for residential and small commercial customers. 
 

 Please reconcile the forecast deliveries for 2020 and 2021 in Table 9 of the Amended Application 
for the residential and small commercial customers with the data contained in Table 10 and 11, 
respectively. 

On page 88 of the Application in PNG’s 2019 Consolidated Resource Plan proceeding, PNG states the 
following and provides Figure 26 illustrating the trend in residential use per account for PNG-West 
(figure not reproduced): 

The performance of PNG’s forecasting method over the five years since the last resource 
plans were submitted is also presented. Actual UPA in all systems over the period from 
2014 to 2018 has been lower than forecast in the previous resource plans. The impact of 
the Clean BC policy actions is reflected in a sharper decrease in UPA over the forecast 
period, as compared to the previous forecasts. 

 Please explain whether the 2020 and 2021 forecast residential UPA included in the Revenue 
Requirements Application (RRA) have been updated to include the impact of Clean BC noted in 
PNG’s 2019 Consolidated Resource Plan. If yes, please discuss how these factors have been 
incorporated. If not, please explain why not.  

 Please explain the pros and cons of using the residential and small commercial forecasting 
methodology used in PNG’s 2019 Consolidated Resource Plan versus the one used in the 2020-
2021 RRA. 

 Please provide an analysis of the performance of both the forecasting methods by 
comparing the actual versus forecasted UPA and customer additions for the residential 
and small commercial customers for the 2015-2019 period. 

On page 24 of the Amended Application, PNG states: 

The Test Year 2020 and Test Year 2021 forecast normalized UPAs are 68.5 GJ and 
68.3 GJ, respectively, and represent the mid-point between the test year forecast 
normalized UPA and the linear trend of customer use. The forecast number of 
customers is based on the recent trend experienced for the service area. 
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 Please explain why the actual UPA for 2017 provided in Table 10 (72 GJ) of the RRA is different 
from the actual UPA for 2017 provided in Figure 26 of PNG’s 2019 Consolidated Resource Plan 
(66.7 GJ). 

 Please explain how the UPA provided in PNG’s 2019 Consolidated Resource Plan impacts the 
linear trend of customer use, forecast residential UPA and deliveries for 2020 and 2021. 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-2, Section 2.1.3.3, p. 23 
Industrial Deliveries and Margin 

On page 27 of the Amended Application, PNG explains the forecast for its Large Industrial Transport 
customer class and states: 

BC Hydro [British Columbia Hydro and Power Authority] forecast deliveries for Test Year 
2020 and Test Year 2021 are based on the assumption that BC Hydro will continue to 
operate its Prince Rupert generating station as a backup facility. The 24,000 GJ figure is 
consistent with historical deliveries during those years when BC Hydro has operated its 
generating station on a standby basis and placed it into service during times of 
emergency. 

 As presented in Table 9 of the Amended Application, BC Hydro actual deliveries have ranged 
from 14,567 GJ to 349,273 GJ for the period 2016 to 2019, indicating BC Hydro operated this 
generation facility more frequently in some years. Please explain which years are consistent 
with the period that BC Hydro operated its generation station as a backup facility and which 
years are not. 

 Based on the years that BC Hydro operated its generation facilities as a back-up facility 
please explain how the 24,000 GJ demand was calculated. 

 Please discuss the probability that BC Hydro annual demand profile for Prince Rupert generating 
station will be greater than 24,000 GJ in 2020 and 2021. 

 Please discuss whether BC Hydro has confirmed to PNG that it will continue to operate the 
Prince Rupert generating facility on a standby basis in 2020 and 2021 and that 24,000 GJ is their 
maximum demand when its generating station is operated on a standby basis.   

 
C. COST OF GAS 

 Reference: COST OF GAS 
Exhibit B-2, Section 2.2.3, pp. 29-33; Appendix B, p. 4; PNG-West’s 2018-2019 RRA 
proceeding, Exhibit B-3, BCUC IR 55.16, Exhibit B-1-1, Appendix B, p. 8  
Unaccounted for Gas 

On page 30 of the Amended Application, PNG states: 
 

Historically, there have been offsetting gains and losses such that a zero percent UAF 
loss remained a satisfactory proxy for setting the Company use recovery rate, 
consequently PNG-West did not see a need to make a change to this provision. 

However, PNG-West submits that its recent experience supports a change to this 
provision. For the five-year period of 2015 to 2019, PNG-West has experienced average 
net UAF losses equal to 1.88% of deliveries. In light of the forgoing, PNG-West submits  
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that establishing the UAF component of Company use gas at 1.0 percent of deliveries 
and reflecting this in the cost of service is appropriate. PNG-West notes that this 
proposal is predicated on continued use of the UAF Volume deferral account. 

On page 32, PNG provides Table 15 with the contribution of the four primary drivers to UAF volumes on 
the PNG-West system. 
 

 Please discuss any specific reasons why there have not been offsetting gains and losses in UAF 
gas in 2015 to 2019 as compared to the 2004 to 2014 time period. 

 Please explain how the UAF loss percentages on PNG-West’s system compares with other gas 
utilities with similar systems to PNG. 

 Please provide the actual UAF losses, total deliveries, the UAF losses as a percentage of 
deliveries and the value of UAF losses for each year between 2004 and 2019. 

 For each year of the five-year period from 2015-2019, please explain the reasons for the UAF 
losses. In your response, please also explain how each of the primary drivers of the UAF volumes 
affect UAF losses for that year. 

On page 29 of the Amended Application, PNG states: “Primary reasons for natural gas loss which goes 
unaccounted include: meter inaccuracy; leakages from pipelines due to third-party damage or problems 
with pipelines themselves; theft issues and meter tampering; and variations in surrounding 
temperature.” 
 

 Please discuss how each of the primary reasons for gas loss discussed on page 29 of the 
Amended Application contribute to UAF gas for PNG, with specific reference to how they relate 
to the primary drivers for UAF gas volumes on the PNG system in Table 15.  

On page 4 of Appendix B to PNG-West’s Amended 2018-2019 RRA, PNG provided the following Figure 1: 
 

 
 

 Please provide a graph consistent with the figure above for the actual 12-Month Running Total 
UAF (% of deliveries) for the 2015-2019 period. 

 
On page 33 of the Amended Application PNG submits: 

Based on PNG-West’s view that it is inappropriate for shareholders to bear all of the risk 
of UAF losses above a pre-determined level when customers benefit when UAF losses  
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are less than this level, PNG-West is recommending that the UAF Loss Cap be set at 1.5 
percent with PNG-West being obliged to apply for BCUC approval to record UAF losses 
above 1.5 percent in the UAF volume deferral account. 

 Please provide the UAF losses borne by PNG’s shareholders and the benefits related to UAF for 
PNG’s ratepayers for each year between 2015 and 2019. 

 
In response to BCUC information request (IR) 55.16 in the PNG-West’s 2018-2019 RRA proceeding, PNG 
stated: 

As stated on page 90 of the Amended Application, PNG intends to undertake a pilot 
installation of approximately 1,650 advanced metering units in order to evaluate the 
benefits of Automated Meter Reading (AMR) infrastructure. Data from these meters is 
expected to provide more information on the correlation between daily customer 
demand and ambient temperatures. 

In addition, PNG would need to initiate a customer end-use survey in order to 
understand better the efficiencies of the gas appliances and building characteristics 
associated with the AMR installations. PNG last completed a Residential End Use Survey 
(REUS) in 2015. 

Finally, PNG would need to engage a consultant to undertake a statistical analysis in 
order to refine its customer end-use model and unbilled consumption estimation 
method, all of which would then be based on a small sample of customers located in 
one geographic location.  

To summarize, PNG has identified opportunities for improving the quality of its 
customer information and revising its unbilled estimate. However, as stated in PNG’s 
response to BCOAPO IR 1.4.1, PNG has evidence to suggest that the theoretical and 
practical floor for UAF on the PNG-West system is 0.68 and 1.0 percent, respectively. 

 Please explain whether PNG has implemented any of the measures discussed above to improve 
the accuracy of its customer information or estimate of unbilled estimates. If yes, please discuss 
the results.  If not, please explain why not.  

 Please identify measures that other utilities or industry players undertake to mitigate UAF losses 
and discuss whether these measures are applicable to the PNG system. 

 Please explain why the theorical and practical floor for UAF on PNG-West’s system has changed 
from “0.68 and 1.0 percent” discussed in the preamble above to the ± 1.13 and ± 1.5 provided in 
the Amended Application. 

 Reference: COST OF GAS 
Exhibit B-2, Section 2.2.3, pp. 29-33 
Unaccounted for Gas – Unbilled Estimate 

On page 32 of the Amended Application, PNG states: 

Finally, errors in the unbilled estimate of monthly and bi-monthly billed customers 
whose meters are read on one of eight cycles rather than at the end of the calendar 
month are a significant contributor to UAF. The average of the net accruals over the 12-
month period in each of the past five calendar years was compared to variations in 
heating degree days. Only two-thirds of the variability of the accruals could be explained 
by heating degree day variances; the remainder is due to the inability of the unbilled 
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estimation algorithm, in all circumstances, to accurately reflect the physical 
consumption that occurred during the unbilled stub period. Based on PNG-West’s 
analysis, deviations in the unbilled accrual from the actual, physical deliveries account 
for ± 42,200 GJ, or ± 0.88 percent UAF. 

 Please explain in detail how PNG calculates the unbilled estimate of monthly and bi-monthly 
billed customers. 

 Please explain what factors could lead to actual loss of gas from when the meters are read to 
when the unbilled estimate is calculated.   

 Please explain the statement identified in the preamble that “the remainder is due to the 
inability of the unbilled estimation algorithm.” 

 Please discuss how PNG utilizes heating degree days to forecast the volume of gas delivered. 

 How many customers have the meters read in one of the eight cycles rather than at the end of 
the calendar month? 

 Please elaborate on how PNG performs meter reading and billing for these customers, 
and how frequently is this process carried out. 

 Please explain whether an increase in the frequency in meter readings would improve the 
calculation of the unbilled estimate. Please explain the pros and cons of increasing the 
frequency of meter readings. 

 Please explain if the errors in unbilled estimates create offsetting UAF gas gains and losses. If 
they create both gains and losses, please elaborate on why this is contributing factor to overall 
UAF losses. If they only create losses, please explain why. 

 
On page 8 of Appendix B to PNG-West’s Amended 2018-2019 RRA PNG stated: 

The change in the unbilled DOS report created a one-time impact on the UAF volumes 
recorded in February and March, 2016. The impact of a cold snap in December 2016 on 
the unbilled estimate is an isolated event, albeit one that may occur again in the 
future…. 

…..All of the excess UAF can be explained by isolated events affecting the UAF additions 
in February, March and December. A change in how the unbilled DOS are reported 
affected the UAF additions in February and March, and the unbilled estimate did not 
correctly reflect the impact of a cold snap in December. 

Through its diligent review of the causes of the UAF in 2016, PNG has achieved a high 
degree of confidence that these causes were isolated events affecting only three 
months during 2016, rather than systemic issues that may continue to result in UAF 
volumes that are higher than historic levels. The trend in UAF after December 2016 has 
returned to within historic boundaries, supporting PNG’s position. 

 Please confirm whether PNG has corrected how the unbilled DOS are reported that led to the 
one-time impact on UAF volumes recorded in 2016. 

 If the “trend in UAF after December 2016 has returned to within historic boundaries”, please 
explain what has changed to warrant the increase in UAF loss percentage since December 2016. 

 Please identify and discuss any solutions available to PNG to reduce the errors in the unbilled 
estimate of monthly and bi-monthly billed customers. Please discuss the pros and cons 
associated with these solutions and why they have not been implemented.  
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 Reference: COST OF GAS 
Exhibit B-2, Section 2.2.3, p. 31 
Unaccounted for Gas – Measurement Error, Linepack Error and Blowdown and Venting 
Estimates  

 Please elaborate on what is meant by Linepack error and Blowdown and Venting Estimates, how 
these are estimated and how they impact UAF losses. 

 For each of the blowdown and venting estimate error, measurement error and linepack error 
presented in Table 15, please explain if these drivers create offsetting UAF gas gains and losses. 
If they create both gains and losses, please elaborate on why this is contributing factor to overall 
UAF losses. If they create losses only, please explain why.  

 
D. OPERATING EXPENSES 

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3, p. 34 
Operating Expenses  

On page 34 of the Amended Application, PNG provides a breakdown of operating expenses in Table 16 
and states that “operating expense line items have been presented net of shared service cost recoveries 
of expenditures for specific items.” 
 

 Please revise Table 16 to show the gross operating expenses before the shared service cost 
recoveries from Pacific Northern Gas (N.E.) Ltd. (PNG(NE)) and provide an explanation for any 
significant variances for 2018 and 2019 (Decision and Actual) and the year over year changes 
from 2019 actual to 2021 forecast, where not already provided in the Amended Application.   

 Reference: OPERATING EXPENSES  
Exhibit B-2, Section 2.3.1, pp. 35, 38. 
Account 665 – Pipelines 

On page 35 of the Amended Application, PNG states that “Test Year 2020 costs of $3.338 million are 
forecast to increase $1.577 million or 87.4% over Decision 2019 costs of $1.781 million.” 

 Please provide a breakdown of the 2018 and 2019 (forecast and actual), and Test Year 2020 and 
2021 Account 665 – Pipeline costs for the following categories: ILI Tool runs, investigative digs 
and repairs, third party system integrity costs, costs for transitioning operation strategy from 
reactive to proactive, right of way clearing and any other relevant cost categories. Please also 
provide an explanation for any significant variances, if not already provided in the Amended 
Application.  

 
On page 38 of the Amended Application, PNG states that “[f]ollowing on activities undertaken in 2018 
and 2019, PNG-West has planned further expenditures for Test Year 2020 and Test Year 2021 to 
perform initial assessments and to develop a management system that would transition its operation 
strategy from reactive (emergency response) to proactive (prioritized prevention).” 

 Please elaborate on the management system developed and the activities to transition 
the strategy from reactive to proactive in nature.  

 Please provide a breakdown of the actual 2018 and 2019 and forecast 2020 and 2021 
and beyond costs associated with developing the management system between third-
party expertise costs and other costs.  
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 Please elaborate on the benefits realized as a result of the activities completed to date 
and the expected future benefits.  

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1 p. 35 
Account 665 – Pipelines – Integrity Management Plan 

On page 35 of the Amended Application, PNG states: 

The majority of the test year cost increases over Decision 2019 relate to ensuring 
compliance with PNG’s Integrity Management Plans and related codes, standards and 
regulations. 

 Please provide PNG’s Integrity Management Plan.  

 Please elaborate how compliance to this plan and related codes, standards and 
regulations have impacted test year pipeline operating expenses. For example, have 
there been changes to the codes and standards, or have pipelines been recently 
identified as non-compliant? Please discuss.  

 Please discuss any risks associated with delays to the timing of execution of these pipeline 
integrity activities.   

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1 p. 36 
Account 665 – Pipelines – Transmission Integrity Management Plan 

 Please provide PNG’s Transmission Integrity Management Plan (TIMP).  

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1 p. 36-37 
Account 665 – Pipelines – ILI Tool Runs and Investigative Digs 

On page 36 of the Amended Application, PNG states: 

The forecast cost for running the inspection tool varies based on the length and 
diameter of the pipeline being inspected in any given year. Each year PNG-West 
requests quotes from third party vendors for performing this activity on identified 
segments of pipeline and it is this information that is the basis for the forecast cost 
included in this Amended Application… 

Forecast costs for pipeline inspection activities is $961,000 for Test Year 2020 and 
$272,000 for Test Year 2021, compared to costs of $176,000 forecast for Decision 2019. 
PNG-West notes that there were no expense-based ILI runs carried out in 2019… 

The main rehabilitation activities used to follow-up on the findings of the ILI tool runs 
are investigative digs and repairs, or pipe replacement. For Test Year 2020, the forecast 
expenditure for investigative dig activity is $614,000, compared to $558,000 forecast 
under Decision 2019. Costs for Test Year 2021 are forecast to be $628,000. 

 Please provide additional information regarding the process to obtain quotes. Specifically, 
please address whether it is an open bidding process or whether PNG invites pre-qualified 
vendors to submit pricing.  

 Does PNG have capacity to complete the ILI runs using internal resources? If not, please 
discuss if PNG has assessed the feasibility of doing so. 
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 Please discuss the specific activities and costs for the ILI tool runs and investigative digs that are 
capitalized and expensed and the rationale for the accounting treatment.  

 Please provide the following information in table format for each year (decision and actual) 
between 2015 and 2019 and forecast 2020 and 2021: 

- ILI tool runs expensed 
- Investigative digs expensed 
- Capitalized costs for ILI tool runs 
- Capitalized costs for investigative digs 
- Number of executed ILI tool runs and investigate digs 

 
 Please provide an explanation for any significant variances between forecast and actual 

costs (and number of cut outs and digs) and any significant increases year over year that 
are not already provided in the Amended Application. 

 Please clarify how the forecast operating expenditures for investigative dig activities are 
determined. 

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1 p. 38 
Account 665 – Pipelines – System Integrity Support and Geohazard Identification and 
Management 

On page 38 of the Amended Application, PNG states that it has forecast approximately $100,000 for 
each of Test Year 2020 and 2021 for third-party system integrity support and approximately $200,000 
for each of Test Year 2020 and 2021 for third-party support to execute geohazard risk management 
activities. 
 

 Please elaborate on the type of third-party system integrity support PNG is seeking (e.g. risk 
assessment, material expertise, data analysis, etc.). 

 Please provide historical actual system integrity and geohazard risk management 
support costs from third parties (five year). 

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1 p. 38 
Account 665 – Pipelines – Right of way clearing 

On page 38 PNG states “ROW clearing is primarily undertaken by contractors as PNG-West is not 
equipped to undertake the activities with internal resources.” 

 Please clarify the portion of right of way clearing attributed to contractor costs. 

 
 Reference: OPERATING EXPENSES  

Exhibit B-2, Section 2.3.2, pp. 38–39 
Account 666 – Compressors 

On pages 38 and 39 of the Amended Application, PNG states:  

Forecast Test Year 2020 costs of $635,000 are $146,000 or 29.8% higher than Decision 
2019 costs of $489,000. Compressor work planned for 2020 is an integrity management 
activity on the gas coolers on the discharge of the R1 Compressor to ensure continued 
safe operation and maintenance of the compressor station. This pressure testing activity 
will be repeated at regular intervals, likely to be every 10 years.  
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 Please provide the methodology for deriving the forecast cost in the Test Period.  

 Please clarify when this testing activity was last performed on the R1 Compressor and why the 
R1 compressor was selected for this pressure testing in Test Year 2020.   

On page 39 of the Amended Application, PNG states that “[f]orecast expenditures are for a robotic 
inspection of the inside of the pipework utilizing a new technology (GRAID) that has been developed in 
the United Kingdom.” 

 Please provide the analysis undertaken (both qualitative and quantitative), if any, on the 
selection of this new technology (GRAID) for the pipework inspection, including any alternative 
considered. 

 Please clarify what portion of the total forecasted Compressor operating costs for Test Year 
2021 is made up by this robotic inspection project. 

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.5, pp. 40-41 
Account 685 - New Staff Positions  

On page 40 of the Amended Application PNG states: 

Test Year 2020 expenditures of $3.229 million are forecast to increase by approximately 
$212,000 or 7.0% over Decision 2019 expenditure of $3.017 million. …. These cost 
increases have been offset in part by the absence of costs related to the implementation 
of the digital data mapping and the geographical information system projects that were 
incurred in 2019. 

… 

…the primary factor contributing to this increase is the full-year impact of the new 
management and field staff positions added in 2020, a further two new field staff 
positions and to inflationary pressures on other costs. 

Further, on page 40 PNG states: 

Test Year 2021 expenditures of $3.513 million are forecast to increase by approximately 
$284,000 or 8.8% over Test Year 2020. As described below, the primary factor 
contributing to this increase is the full-year impact of the new management and field 
staff positions added in 2020, a further two new field staff positions and to inflationary 
pressures on other costs. [Emphasis Added] 

 For each management new position, please provide the actual/expected start date, annual 
salary and the forecast cost for 2020 and 2021.  

 Please explain if the forecast costs associated with the new hires have been prorated to account 
for the expected start dates. If not, please explain why not and propose any adjustments to 
account for the expected start dates.  

 Please confirm, or explain otherwise, that the new management positions are full-time.   

 Please provide the amount of digital data mapping and GIS project costs included in Decision 
2019 and confirm, or explain otherwise, that these costs are not included in Test Year 2020.  
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And on page 41, PNG states that “as it pertains to the four additional [field staff] positions PNG will 
directionally decrease its reliance on temporary employees, summer students, and contractors.” 
[Emphasis Added] 

 Please discuss how PNG will reduce its reliance on temporary employees, summer students, and 
contractors and quantify the cost savings associated with this by account for Test Year 2020 and 
2021.  

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.7, pp. 44, 90–91, 102, 111, Table 35; Tab 1, p. 3; Section 
2.13.1.1.1, p. 102; Section 2.13.1.1.2, p. 111  
Account 711/713/714 – New CIS System  

On page 44 of the Amended Application, PNG states that it “…along with its sister utilities, AUI and HGL, 
have commenced a project to jointly implement a new CIS system to replace the existing legacy systems 
at the respective utilities.”  

 Please discuss the alternatives to the implementation of the new CIS system that were 
considered, the pros and cons of the alternatives, and why they were ultimately rejected.  

 Please elaborate on why PNG is reliant on UnionGas using the Banner CIS system and discuss 
any risks or issues associated with maintaining PNG’s existing CIS system. 

 
Further, on page 44 PNG states: 

The joint CIS project will be led by AUI with significant involvement from PNG and HGL. 
Shared implementation costs will be capitalized by AUI and amortized over the expected 
useful life of 10 years. AUI will allocate and recover the capital costs from PNG and HGL 
on a cost-recovery basis under the terms of Shared Services Agreements that will be 
effective at the system go-live date expected in April 2021. AUI will also allocate shared 
support costs which includes the monthly fee to VertexOne for the managed services to 
be provided. The allocation is based on customer count, therefore PNG will be allocated 
approximately 31% of the costs.  

PNG will also incur direct capital costs for SAP licenses and data extraction from Banner 
to VertexOne. 

On page 102 of the Amended Application, PNG states that “[i]n 2020, PNG-West anticipates incurring 
$108,000 for the extraction of data from the old Banner system as well as CIS license fees for the 
VertexOne CIS system that will be capitalized.” 

On page 111 PNG states that “[i]n 2021, PNG-West anticipates incurring CIS software costs of $98,000 
for the VertexOne CIS system for data extraction as well as license fees.” 

 For the new CIS system, please provide a breakdown of the total costs, costs allocated to PNG 
(consolidated) and costs allocated to PNG-West, PNG(NE) FSJ/DC and PNG(TR) by year, by 
operating and capital costs and by account number.  

 Please elaborate on why customer count was selected as the basis of allocating costs to 
PNG (consolidated) for the new CIS system identify any alternatives that were 
considered. 

 Please provide the expected annual ongoing costs for the new CIS system.   
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 Considering the system is expected to go live April 2021, please confirm or explain otherwise 
that there are no annual license fee costs allocated to PNG in Test Year 2020. 

On page 44 of the Amended Application PNG submits: 

As a corporate group, it was determined that implementation of a CIS solution that worked for 
all utilities would bring many advantages including sharing of common costs, more efficient use 
of resources, and the opportunity to merge and align business practices. 

 
 Please elaborate on how the new CIS system will allow the sharing of common costs, more 

efficient use of resources and the opportunity to align business practices. For each of these 
items, please provide the estimated annual costs savings and the timing of these benefits.  

 Please discuss any other financial benefits PNG expects to realize from the new CIS 
system and the anticipated timing of these benefits.  

On page 102 of the Amended Application PNG states:  

In 2020, PNG-West anticipates incurring $108,000 for the extraction of data from the 
old Banner system as well as CIS license fees for the VertexOne CIS system that will be 
capitalized. 

On page 111, PNG states: 

In 2021, PNG-West anticipates incurring CIS software costs for $98,000 for the 
VertexOne CIS system for data extraction as well as license fees.  

 Please identify the relevant factors that should be considered from PNG’s perspective in the 
treatment of data extraction costs for the purpose of capitalizing intangible assets in accordance 
with US GAAP.  

 Please explain why data extraction costs are expected to be incurred in both Test Year 2020 and 
2021. 

 
E. ADMINISTRATIVE & GENERAL EXPENSES 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5, pp. 49–50 
Administrative & General Expenses 

On page 49 of the Amended Application, PNG provides a breakdown of administrative and general 
expenses in Table 18 and states that “administrative and general expense line items have been 
presented net of shared service cost recoveries.” 
 

 Please provide Table 18 revised to show the gross administrative and general expenses before 
the shared service cost recoveries from PNG(NE), including explanations for any significant 
variances that are not already provided in the Amended Application. 

 Please provide a breakdown of Account 721 – Administration costs presented in Table 18 for 
2015, 2016, 2017, 2018 and 2019 actual and 2020 and 2021 forecast using the same categories 
as presented in Table 19. 
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, pp. 51–53, Table 21  
Account 721 – JDE Accounting System  

On page 51 of the Amended Application, PNG states:  

Rather than opting to implement a standalone ERP for PNG alone, it was determined 
that it would be more cost-effective for all ACI entities to collaborate on a new ERP 
solution. This approach was considered to be prudent as it allows for cost savings at 
each of the entities as the result of sharing costs for servers, sustainment activities and 
IT support which would otherwise need to be incurred by each of the entities on a 
standalone basis. As all of the entities were already using various versions of JDE or 
related predecessor systems, it was decided to proceed with a JDE implementation. The 
decision was also made that the JDE system would be hosted at AUI in order to 
maximize economies of scale with existing AUI infrastructure and IT support personnel. 

 Please discuss the alternatives to the implementation of the new JDE system that were 
considered, the pros and cons of the alternatives, and why they were ultimately rejected.  

 Please provide the expected benefits and cost savings PNG will realize as a result of this new JDE 
system. Please quantify the annual cost savings by category and identify the year in which these 
savings will be realized. 

 Please explain the methodology for allocating costs to PNG for the JDE accounting 
system. 

 Please provide the expected start and completion date of each phase of the JDE 
accounting system project. 

 
On page 52 of the Amended Application PNG states, “[t]he second phase involves the migration of PNG, 
ACI and BMWP code and data from ALA to AUI.” 

Further, on page 52 PNG states:  

The third phase of the project will involve converting all entity general ledgers to a 
standardized chart of accounts…PNG will share in the costs associated with converting 
the Chart of Accounts. This phase will also involve providing AUI and HGL with the 
customized enhancements that exist in JDE now that the migration of the code and data 
from AltaGas has been completed in February 2020. The expectation is that most of the 
costs for these activities will be borne by AUI and HGL. 

 Considering the activities taking place in the third phase, please confirm, or explain otherwise, 
that PNG will only share the costs associated with converting the Chart of Accounts. 

 If not confirmed, please provide a breakdown of the activities and the associated costs 
allocated to PNG.  

Additionally, on page 52 of the Amended Application, PNG states:  

As the JDE system will be hosted by AUI, the majority of the system costs are being 
capitalized by AUI. Capital costs will be amortized by AUI over an expected useful life of 
10 years. AUI will allocate and recover the capital costs from other entities on a cost-
recovery basis under the terms of a Shared Services Agreement that will be effective at 
the system go-live date, which was completed on February 26, 2020. As described 
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previously, capital costs for each of the three implementation phases are to be allocated 
to those entities benefiting from the work on that phase. On this basis, PNG is expected 
to be allocated the majority of the capital costs incurred for phase two and 
approximately 34% of the capital costs for phase four. Based on the foregoing, on a 
consolidated basis for PNG and PNG(NE), the charge from AUI for these costs capitalized 
by AUI is estimated to be $191,000 for Test Year 2020 (ten months) and $258,000 for 
Test Year 2021 (full year). 

 Please provide a copy of the Shared Services Agreement related to the JDE system.  

 Please explain why PNG is expected to be allocated most of the capital costs incurred for phase 
two. 

 Please explain how the 34 percent allocation of the phase four capital costs was derived and 
why the allocation method is considered reasonable.  

 Given that the JDE implementation consists of three phases, please clarify what costs 
and activities are involved with phase four. 

On page 52 of the Amended Application, PNG states “[i]n 2019, [it] incurred a cost of $530,000 for these 
licenses which has been capitalized and reflected in work in progress at the end of 2019.” 

BCUC staff prepared the following extract of Table 21 on page 53 of the Amended Application, showing 
the allocation of the JDE licenses cost between PNG’s divisions. 

 

 
 

 Considering AltaGas Ltd. is providing services through to June 30, 2020, please explain why JDE 
licences costs were incurred in 2019. 

 Reference: ADMINISTRATIVE AND GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, pp. 54, 50 
Account 721 – New Payroll System  

On page 54 of the Amended Application, PNG states:  

With the formation of ACI as a separate standalone public company in October 2018, 
AltaGas entered into a Transition Services Agreement with ACI to remain as the provider 
of certain services up to a date no later than June 30, 2020. Those services included 
hosting the JDE payroll system on behalf of PNG. With access to AltaGas’ JDE no longer 
being an option, PNG sought an alternative system that could process payroll. 

Further on page 54 PNG states: 

Given all ACI-owned companies share similar human resource operational requirements 
and objectives, it was determined that a single Human Resource Information System 
(HRIS) would be the most cost-effective solution for all ACI entities.  Based on responses 
to a call for proposals, UltiPro was selected as the best solution for the ACI group of 
companies from a cost, financial return, timing, IT, and strategy perspective. 
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PNG additionally states on page 54, that “[t]he UltiPro HRIS is being implemented in two phases: (i) the 
first phase” “occurred in February 2020; and (ii) the second phase, to proceed during 2020.” 

On page 54, PNG states:  

[t]he UltiPro third-party platform does not have any capital costs, but has a monthly 
charge based on the number of employees and retirees that are being served using the 
system. [Emphasis Added] 

 Please discuss the alternatives to the implementation of the new payroll system that were 
considered, the pros and cons of the alternatives, and why they were ultimately rejected.  

 Please elaborate on the reasons why UltiPro was considered the best solution for ACI 
from a cost, financial return, timing, IT, and strategy perspective. 

 Please provide a breakdown of the total costs for the new payroll system, costs allocated to PNG 
and costs allocated to PNG-West, PNG(NE) FSJ/DC and PNG(NE) TR by phase, year and by 
account number.  

 Please confirm that Test Year 2021 forecast costs include costs other than the monthly charges 
and explain the nature of the additional costs.  

 If not confirmed, please explain why the increase from Test Year 2020 to 2021 appears 
greater than a full year of implementation costs plus inflationary cost increases.  

 Please confirm or explain otherwise, that all costs associated with this new payroll system are 
being allocated to PNG, among other “sister utilities”, based on the number of employees and 
retirees in each entity. 

 Please confirm, or explain otherwise, that only PNG, AUI and HGL will be implementing 
this new payroll system.  

 Please discuss the expected benefits and cost savings to be realized from the new payroll 
system, including the anticipated timing of these benefits/cost savings.  Please quantify any 
expected financial benefits by year. If no financial benefits are expected, please explain why. 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.2, p. 56; PNG-West 2018-2019 RRA proceeding, Exhibit B-1-1 
(Amended Application), p. 45;  
Consulting Fees 

 Please prepare a table that includes the consulting fees by specific account (including 722, 721 
and other accounts with consulting fees) for the following time periods: decision 2015, 2016, 
2017, 2018, 2019, actual 2015, 2016, 2017, 2018, 2019 and forecast 2020 and 2021.  

 Based on the table prepared above, please provide an explanation for any significant 
variances between decision and actual for each year and significant changes in actual (or 
forecast for 2020 and 2021) amounts year over year. 

 
On page 56 of the Amended Application, PNG states: 

Consultant Fees (2020 increase: $124,000; 2021 increase: $13,000)   

The increase in consulting fees for Test Year 2020 reflects an anticipated increase in 
consultation and engagement activity with government and industry on climate change 
policies and initiatives such as renewable natural gas (RNG) and the proposed federal 
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clean fuel standards. The increase for Test Year 2021 is primarily due to inflation. 

 Please explain how the forecast 2020 and 2021 consulting fees for Account 722 were estimated. 

 
On page 45 of the PNG-West 2018-2019 RRA Amended Application, PNG provided the following 
explanation for the increased costs in Business development and government relations consulting fees 
to $163,000 in Test Year 2018: 

Business development and government relations consulting fees for Test Year 2018 are 
forecast to be $21,000 greater than Decision 2017 in anticipation of increased 
consultation and engagement activity with government and industry on climate change 
policies and initiatives such as renewable natural gas (RNG) and the proposed federal 
clean fuel standards. [Emphasis Added] 

 Please discuss the benefits and cost savings that have been/will be obtained for each of PNG’s 
ratepayers and its shareholder as a result of the work performed by consultants on business 
development and government relations. Please provide the actual/expected timing of these 
benefits and cost savings. 

 Please identify any changes in circumstances in 2020 as compared to previous years in the areas 
of climate change policies and initiatives and the proposed federal clean fuel standards that 
contribute to the increase in consulting costs in 2020. 

 Please discuss if PNG intends on using consultants for business development and government 
relations activities on an ongoing basis. 

 Please identify and discuss any work associated with business development and government 
relations that is undertaken by PNG’s parent company, ACI, and if this work has been factored 
into the shared services cost allocation to PNG. 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, p. 55 
IT Contractors 

On page 55 of the Amended Application, PNG states that “IT-related contractor costs have increased by 
$115,000 in Test Year 2020 from Decision 2019 as a result of PNG transitioning to the Microsoft 365 
platform.” 

 Please provide a timeline for the transition to the Microsoft 365 Platform, including when the 
transition is expected to commence and be completed.   

 Please provide a schedule of historic and forecast costs broken down by year and between 
capital and operating costs for the transition to Microsoft 365 Platform.  

 Please provide a description of the activities that will be undertaken by the contractor in 2021 in 
relation to the transition.   

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, p. 55 
Office Rent 

 Please provide the annual base rent for PNG’s previous Vancouver office and the base rent for 
the new office space effective October 2019.  

On page 55 of the Amended Application, PNG states, “PNG incurred net costs of approximately 
$650,000 on tenant improvements to modify the leased space, inclusive of a tenant inducement 
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allowance of $346,000. The costs incurred… are consistent with per square foot costs for tenant 
improvement projects.” 

 Please describe the improvements that were required to the leased premises and discuss what 
tenant improvement projects were used for the comparison of the square foot costs for tenant 
improvement projects. 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, p. 55 
Other Administrative Expenses 

On page 55 of the Amended Application, PNG states: 

Other Administrative Expenses (2020 increase: $143,000; 2021 decrease: $8,000)  

The remaining cost change for Test Year 2020 and for Test Year 2021 reflect a variety of 
anticipated cost fluctuations in the normal course of business. 

 Please elaborate on the anticipated cost fluctuations that result in the forecast cost increase of 
$143,000 in 2020.  

 Please provide a breakdown of the Test Year 2020 increase of $143,000 over Decision 2019 and 
actual 2019 costs and provide an explanation for any significant variances. 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.3, p. 57 
Insurance  

On page 57 of the Amended Application, PNG states, “The increase in forecast insurance costs 
for Test Year 2020 reflects a significant increase in property insurance premiums, which are 
approximately 14% higher over the prior year.” 

 Please provide a breakdown of the actual 2019 and forecast 2020 and 2021 insurance costs, 
including a category for the property insurance premiums. 

 Please identify and discuss any increases in insurance costs that are related to the new 
ownership of PNG by ACI rather than AltaGas Ltd.  

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.4, pp. 61, 114 
Employee Benefits  

On page 61 of the Amended Application, PNG provided the following table summarizing the forecast 
and historic benefit load rates: 

 

Further on page 61, PNG states that “[t]he increase in Test Year 2020 rates is primarily due to increases 
in the actuarially determined pension costs on a ‘per employee’ basis, while the decrease for Test Year 
2021 reflects generally lower pension costs for 2021 compared to 2020 for non-bargaining and 
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bargaining unit employees. The Test Year 2020 benefit load rates are also impacted by the decrease in 
NPPRB costs compared to Decision 2019.” 

 Please explain why pension costs are expected to be lower for non-bargaining unit employees in 
Test Year 2021 compared to Test Year 2020. 

 
On page 114 of the Amended Application, PNG state that “an actuarial valuation is planned as at 
December 31, 2019 and is anticipated to be completed in the third quarter of 2020.” 

 Please provide a copy of this actuarial pension valuation report as at December 31, 2019 once it 
is made available. 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.5, p. 61; Tab 1, p. 5 
Account 728 – General  

 Please provide the Actual 2018 and 2019 Account 728 costs with the disallowed costs removed. 

 Reference Administrative & General Expenses 
Exhibit B-2, Section 2.5.1, p. 50, Table 20 
Shared Corporate Services Costs 

On page 50 of the Amended Application, PNG provides Table 20 illustrating ACI Shared Corporate 
Services Costs, an extract is presented below:  
 

 
 Please provide the 2019 actual Shared Corporate Services costs for Table 20. Provide 

explanations for any significant variances from the Decision 2019 costs.  

 Please explain whether ACI uses actual or forecast costs in the allocation of the Shared 
Corporate Service costs.  If forecast costs, discuss how the risks of over/under forecasting are 
managed.  

 Reference Administrative & General Expenses 
Exhibit B-2, Section 2.5.7.1, p. 63; Appendix B, pp. 2, 4-5 
Shared Corporate Services Costs – Impact of Full Recovery 

On page 63 of the Amended Application, PNG states:  

PNG deems it appropriate to seek full recovery at this time as in the first quarter of 
2020, PNG will benefit from incremental near-term volumes associated with energy 
export related business activity in its service territory. Moreover, PNG expects to launch 
a successful reactivated capacity allocation process (RECAP) and utilize the available 
capacity that will result in significant benefits to ratepayers. 
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 Please provide additional details on the incremental near-term volume referenced in the 
preamble, specifically the customer, forecast incremental volumes and margin and the test year 
in which the incremental volumes/margin will be realized.  

 With reference to the expected timing for the realization of the incremental volumes resulting 
from the RECAP as provided in response to IR series 2 above, please elaborate on why PNG 
considers it appropriate to seek full recovery of the ACI Corporate Shared Services Charge in the 
current test period.   

 Please identify and discuss any other factors and changes in circumstances, beyond utilization of 
the capacity on the PNG-West system, that were considered when deciding to seek full recovery 
of the ACI Corporate Shared Services Charge in the current Test Period. 

 Reference:  ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.7.1, p. 64 
Shared Corporate Services Costs – Deferral Account 

On page 64 of the Amended Application, PNG states: 

PNG is proposing that a new interest bearing deferral account be established to record a 
portion of the Shared Corporate Services Costs to be amortized at a future date instead 
of being recovered in the period the services are received by PNG. On a consolidated 
basis, the amount of the deferral included in PNG and PNG(NE)’s revenue requirements 
applications is $1.078 million for Test Year 2020 and $1.099 million for Test Year 2021. 
PNG will seek approval for the amortization of this deferral account in future years as 
PNG attaches more customer volumes in the system. Therefore, PNG is proposing to 
recover the amount approved under Decision 2019 plus an inflationary increase for both 
Test Year 2020 and Test Year 2021. 

 Please clarify if PNG is seeking to establish this deferral account and record a portion of Shared 
Corporate Services costs for the Test Period only, or if PNG plans to seek approval to record 
future costs beyond the test period in this deferral account as well.  

 Please provide an estimate for when PNG expects to commence amortization of the deferral 
account, with a rationale for the estimate provided, and the estimated amortization period.  

 Please provide the incremental revenue deficiency/sufficiency and rate impact for Test Years 
2020 and 2021 based the following scenarios:  

(a) PNG is approved to recover the full amount, however not approved to defer any 
portion, of the ACI Shared Corporate Services Costs.   

(b) PNG is approved to only recover a portion of the ACI shared corporate services costs 
that is consistent with decision 2019, and not approved to defer any portion.  
 

Please provide all supporting calculations.  
 

 Under a scenario where the Shared Corporate Services costs deferral account is approved by the 
BCUC and the expected, incremental customer volumes on the PNG system do not materialize, 
please provide an estimate of the rate impact for PNG’s existing customers based on an 
amortization period of one, three and five years. 

 Please discuss any issues associated with intergenerational inequity due to deferring Shared 
Corporate Services costs incurred in this Test Period to a future period.   
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.7.1, pp. 63-64; Appendix B, pp. 2, 4-5 
Shared Corporate Services Costs – KPMG Report – Services and Allocation, p. 2 
Methodology 

On page 63 of the Amended Application, PNG states, “[t]he costs associated with the necessary services 
are incurred at the parent company level (ACI) and PNG is allocated its share of those costs.” 
 
On page 2 of the ACI Corporate Shared Services Cost Report (KPMG Report) filed as Appendix B, it 
states, “PNG represents approximately 19%, 21% and 31% of the property, EBITDA and payroll 
composite cost drivers of ACI respectively.” 
 
Pages 4 and 5 of Appendix B to the Amended Application, state:  

The costs related to the above noted Shared Corporate Services are combined into one 
common cost pool for allocation. The cost pool is then allocated to ACI’s subsidiaries 
using the Modified Massachusetts Formula (“MMF”). The pool costs are actual costs, 
reflecting no mark-up, before being allocated to business units and subsidiaries. 

 Please discuss any differences between the current methodology for allocating Shared 
Corporate Services costs from ACI to PNG and the methodology used by PNG’s former parent 
AltaGas Ltd. 

 Please explain why EBITDA rather than revenues is used as one of the cost drivers for the MMF.  
Please provide the incremental increase/decrease of the shared services cost allocation over the 
Test Period if EBITDA was replaced with revenues as a cost driver.  

 
On page 4 of Appendix B, KPMG provides a summary of the services and benefits that PNG receives from 
the Shared Corporate Services received from ACI.  
 

 For each of the benefits listed, please indicate how this directly or indirectly benefits PNG’s 
ratepayers.  

On page 5 of Appendix B, KPMG states, “all the Shared Corporate Services outlined above will be 
performed by PNG if it was a stand-alone public company.” 
 

 For each of the services that are being provided by ACI to PNG, please provide the cost of 
services from ACI, the previous cost of service from AltaGas Ltd.  Please provide the costs PNG 
incurred in 2011, pre-AltaGas Ltd. amalgamation, adjusted for inflation.  

On page 64 of the Amended Application, PNG states:  

Through ACI’s Shared Services model, these costs are allocated across ACI’s three 
Utilities and renewable power assets, and PNG receives the full benefit of these key 
services at a lower cost than PNG could acquire them as a standalone entity. 

In order to validate the fair value of PNG’s allocation of shared use of services and 
review the market value of those services, KPMG LLP has been engaged to produce a 
report to provide objective evidence for support of the validation of these costs (KPMG 
Report). 

 Please explain whether the ACI allocation methodology has been previously reviewed by any 
other energy regulator(s) in relation to the other utilities owned by ACI. If so, please provide 
relevant extracts from the regulatory Decisions.  
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 Reference:  ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Appendix B, pp. 3, 11 
Shared Corporate Services Costs – KPMG Report – Approach 

On page 3 of Appendix B, KPMG describes the approach adopted in performing its assessment of the 
estimated fair value of Shared Corporate Services.  
 
Page 11 of Appendix B states:  

KPMG has neither audited nor reviewed the underlying budgeted shared service cost 
pools, including the data that underpins the ACI’s cost driver allocators that form the 
basis of their allocations nor has KPMG audited the estimate of fair value of shared 
services to be received from ACI. 

 Please explain why KPMG was not requested to complete an audit or review of the underlying 
budgeted shared service cost pools or the estimate of fair value of shared services to be 
received by ACI.  

 Please discuss the risks associated with using information that has not been audited nor 
reviewed.  

 Reference:  ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Appendix B, pp. 5-10 
Shared Corporate Services Costs – KPMG Report – Estimated Fair Value 

On page 6 of Appendix B, the estimated fair value of the shared corporate services is provided in 
Table 2:  

 
 For each Shared Corporate Service function, please provide the costs required in 2011, pre-

AltaGas Ltd amalgamation. Adjust for inflation and compare to the 2020 KPMG Report estimate 
of the standalone employee and third party costs. Please provide discuss the reasons for any 
significant variances.  
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Further on page 6 of Appendix B it states:  

PNG Management assumes that as a standalone public company, it would have required 
the services of a seven member Board consisting of one executive and six non-executive 
members. PNG Management based the annual fees and retainers payable to the Board 
of Directors on the ‘Corporate Board Governance and Director Compensation for 
Canada, Report for 2018’ published by Korn Ferry (the “Korn Ferry Report”).  

Page 7 of Appendix B states: 

The Board size of 6 non-executive Board members and the fees and retainers payable to 
Board members are consistent with the average amounts paid to Board members of 
“micro companies”, per the Korn Ferry Report, where no meeting fees are paid. Micro 
companies are the smallest company category identified in the report, and are defined 
as companies with assets of less than $1.5 billion, and would be the category PNG would 
fall into from a size perspective.  

 Please provide the total number of board members PNG required the services of in 2011, pre-
AltaGas Ltd. amalgamation.  If less than seven, please provide justification for the additional 
board members.  

 Please provide the average and median asset size of the “micro companies” per the Korn 
Report. Please compare to PNG’s asset size to the median and average and discuss any 
differences.  

 
Further page 7 of Appendix B states:  

…to further assess the reasonableness of PNG Management’s assumption to use the 
Korn Ferry Report, we also compared the annual fees and retainer amounts to amounts 
paid to ACI and FortisBC Energy Inc. (“FortisBC”) Board members per their public filings. 
We consider the two companies to be comparable to PNG, being utility companies 
operating in Western Canada. Although the ACI and FortisBC amounts are lower than 
the Korn Ferry Report numbers, they are sufficiently approximate to suggest that it is 
reasonable for PNG Management to have used the Korn Ferry Report numbers as a 
reference point. 

 Please use specific metrics (i.e. asset size, revenues, etc.) to justify why ACI and FortisBC are 
considered comparable to PNG as a standalone entity.  

 Considering both ACI and Fortis BC amounts are lower than the Korn Ferry Report number, 
please comment on the validity of using the Korn Ferry Report to base the annual fees and 
retainers for Board of Directors for a standalone PNG.   

 
Page 8 of Appendix B states:  

We compared the CEO and CFO compensation payable to ACI’s public filings and 
confirmed that the amounts used by PNG Management are consistent with the total 
direct compensation disclosed in ACI’s filings. As a reasonableness check, we also 
compared the amounts to the compensation paid by FortisBC to its CEO and CFO per its 
public filings, and noted that the amounts are higher than that paid by FortisBC. We 
were also provided access by ACI to the ‘2019 CA Mercer Total Compensation Survey for 
the Energy Sector – General Benchmark’ (the “Mercer Survey”). 
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 Please compare PNG’s costs for the executive management positions in 2011, pre-AltaGas Ltd. 
amalgamation, to the costs of FortisBC executive management positions in 2011.   

 Considering the compensation paid by FortisBC to its CEO and CFO are lower than that 
estimated for PNG as a standalone entity, please justify the additional costs.  

Pages 8 and 9 of Appendix B state:  

In estimating the fair value of PNG’s hypothetical stand-alone accounting costs, PNG 
Management assumed that two additional accounting staff members would be required 
to fulfill all the additional accounting requirements of PNG, and that significant 
additional costs, such as higher insurance, additional credit rating costs and incremental 
audit and related fees would have to be incurred (“Net Additional Third Party Costs”). 

 Please provide a breakdown of the 2011 and 2020 accounting, tax and finance stand alone costs.  

 Please elaborate on the duties that would be completed by the two additional accounting staff 
members. Discuss whether these positions were staffed in 2011, pre-AltaGas Ltd. 
amalgamation, and whether there were subsequent cost reductions as a result.   

Page 9 of Appendix B states:  

PNG Management assumes that the services of a General Counsel would be required on 
a standalone basis, to provide PNG with the necessary legal advice, corporate 
governance and corporate secretarial services it would require. The General Counsel’s 
role and seniority would be comparable to that of ACI’s General Counsel. 

 Please explain whether PNG assumed the same level of services of a General Counsel in 2011, 
pre-AltaGas Ltd. amalgamation.  If not, please discuss why it is required now.  

Page 10 of Appendix B states:  

We compared and agreed the amount to the total direct compensation paid per the 
Mercer Survey for an executive level General Counsel. As a reasonableness check, we 
also compared the compensation to base salary amounts for a General Counsel per the 
Robert Half Survey, and noted that the base salary amounts used for the calculation fall 
within the 50th to 95th percentile range. 

 Please provide the median General Council salary per the Mercer Survey and Robert Half Survey.  

 Please compare the median General Council salaries in each of the surveys to that used 
in the KPMG Report, and comment on any differences.  

 Reference ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.7.2, p. 66; Tab 1, p. 6 
Non-Regulated Services to Affiliates 

On page 66 of the Amended Application, PNG states:  

For Test Years 2020 and 2021, PNG has estimated that PNG’s President would spend 
approximately 20% of her time fulfilling her obligations as an ACI executive, and that 
PNG’s Director of Business Development would spend approximately 30% of his time 
fulfilling his obligations for BMWP. Based on these factors, PNG-West is reporting cost 
recoveries from the affiliates of $207,000 in Test Year 2020 and $212,000 in Test Year 
2021 as a cost adjustment. 
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 Please confirm whether the forecast cost recoveries in Test Year 2020 and 2021 are solely for 
non-regulated service (NRS) activities provided by PNG’s President and Director of Business 
Development.   

 If not confirmed, please provide a breakdown of the PNG employees that performed 
NRS activities and the costs associated with each for 2020 and 2021.  

 Please explain how PNG ensures there is segregation of NRS activities from regulated activities 
thereby mitigating any risk of cross subsidization.  

 Please discuss whether there are cost recoveries for the use of PNG resources, facilities, or 
general overhead as a result of the NRS activities. If so, please indicate where these cost 
recoveries are recorded in the financial schedules. If not, please explain why not.  

Further on page 66 of the Amended Application, PNG states:  

PNG-West is proposing that the one-year interest bearing Transfer Pricing deferral 
account that was approved in the decision on the PNG-West 2012 Revenue 
Requirement Application (BCUC Order G-13-12) be reinstated and be used to capture 
differences between the forecast and the actual affiliate charges. 

 Please discuss the factors that contribute to forecast uncertainty for NRS activities. As part of 
the explanation, please comment on how forecasting NRS costs has changed as compared to the 
previous Test Period.  

 Please explain whether the deferral account will only capture the difference between forecast 
and actual cost recoveries for NRS activities for Test Year 2020.   

 If not, please discuss the estimated duration of the deferral account, and the 
amortization period.  

 Please provide the interest rate that will be applicable to the deferral account and the rationale 
for the rate proposed.  

 
F. TRANSFERS TO CAPITAL (CAPITALIZED OVERHEAD) 

 Reference: TRANSFERS TO CAPITAL (CAPITALIZED OVERHEAD) 
Exhibit B-2, Section 2.6, pp. 69-70, Table 27 
Transfers to Capital  

On page 69 of the Amended Application, PNG provides the following table that summarizes the capital 
overhead allocation, both historical and that forecast for Test Year 2020 and Test Year 2021: 
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 Please confirm or explain otherwise that the 2019 actual overhead % as a percent of capital 
expenditures is lower than the decision 2019 % as a result of the increased actual capital 
expenditures as compared to decision.  

 Please discuss if PNG conducts an assessment of the actual time spent and costs associated with 
corporate and management salary and benefits costs, support staff labour and benefit costs and 
field staff benefit costs, in order to assess the reasonableness of the overhead capitalization 
rate. If not, please explain why not. If yes, please provide the results of the analysis for 2018 and 
2019.  

 For Test Years 2020 and 2021, 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 benefit costs 
to capital projects. 

 
On page 70 of the Amended Application, PNG state that “[t]ransfers to capital for Test Year 2020 are 
forecast to increase in comparison to Decision 2019 primarily due to greater forecast capital 
expenditures, and due to an increase in direct capital labour over prior years as planned activities are to 
make greater use of PNG-West resources rather than contractors in 2020 and 2021.” 

 With reference to the table on historic and forecast contractor costs provided in response to 
BCUC IR 36.1 above, please provide the amount of any corresponding decrease in contractor 
costs for 2020 and 2021 in relation to the plan to make greater use of PNG West resources.  

 
G. PROPERTY TAXES 

 Reference: PROPERTY TAXES 
Exhibit B-2, Section 2.7, p. 71 
Property Taxes 

On page 71 of the Amended Application, PNG provided the following table showing the forecast and 
historic property taxes: 

 

Further on page 71, PNG states that “[t]he forecast for Test Year 2020 property taxes is based on 2019 
assessed values with an inflationary increase of 2%.” 

 Please reconcile the inflationary increase of 2 percent in 2020 to the table in the preamble.  
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H. DEFERRAL ACCOUNTS 

 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Section 2.9, pp. 74-75. 
Amortization – Net Salvage and Removal 

On page 74 of the Amended Application PNG states:  

PNG has forecast $305,000 of removal and retirement costs and has included this 
amount as a drawdown of this credit deferral account int Test Year 2020. The majority 
of these costs will be used to formally abandon the Rio Tinto Lateral Plant Site as no gas 
is expected to flow in this pipeline in the future. 

On page 75 of the Amended Application PNG states, “has also forecast $34,000 of removal and 
retirement costs for series in Test Year 2021.” 
 

 Please explain how the 2020 and 2021 forecast amounts are derived.  

 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Section 2.9, p. 75; Tab 2, pp. 19-20 
Amortization – Demand Side Management 

On page 75 of the Amended Application, PNG provides context on the Demand Side Management (DSM) 
deferral account.  
 
On Tab 2, pages 19 and 20 PNG presents the continuity of deferred charges for the Test Year 2020 and 
2021. Line 7 of each page is the DSM deferral account. 
 

 Please confirm or explain otherwise, that PNG defers all of its DSM expenditures to the DSM 
regulatory account.  

 Reference Deferral Accounts 
Exhibit B-2, Section 2.9, p. 78 
PLP Project Amendment Sharing 

On page 78 of the Amended Application PNG seeks approval for the dissolution of the PLP Project 
Amendment Sharing deferral account.  

 
 Please provide an update on the status of the PLP project and identify any forecast 2020 and 

2021 costs associated with the PLP project.  

 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Section 2.9, p. 78 
Amortization – Resource Plans 

On page 76 of the Amended Application PNG states:  

This deferral account records the variance between actual and forecast costs incurred in 
the preparation and review of PNG’s resource plans. PNG-West and PNG(NE) filed the 
2019 Consolidated Resource Plan in October 2019, and anticipate future submissions to 
be made every five years. There is no forecast amortization for Test Year 2020. 

 Considering the Consolidated Resource Plan was prepared and subsequently filed in October 
2019, please explain why no additions were included for 2019.  
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 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Section 1.3, p. 7; Section 2.9, p. 78 
Amortization – Option Fee Payment 

On page 78 of the Amended Application, PNG states: 

This interest bearing deferral account was initially established under Order G-174-08 to 
track the receipt of option fee payments received from customers to secure future 
transportation capacity in PNG-West’s system. 

 Please confirm, or explain otherwise, that the LNG Partners Option Fee Payment deferral 
account does not include payments for active contracts whereby the option fees may be 
required to be credited back to the other party.  

 
Further on page 78 of the Amended Application, PNG states: “As at December 31, 2019, the credit 
balance of this account was $4.677 million. For Test Year 2020 and Test Year 2021, PNG-West is 
proposing to drawdown $0.857 million and $2.825 million respectively.” 

 
 Please provide the rate impact for 2020 and 2021 in the absence of any amortization of the LNG 

Partners Option Fee Payment Deferral account.  

 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Tab 2, p. 19 
Amortization – One Year Amortization Period 

On page 19, Tab 2, PNG provides a continuity schedule of deferral charges for Test Year 2020. An extract 
of the schedule is provided below: 

… 

 
 For any deferral accounts that capture forecast and actual variances from the prior Test Period 

(in this case 2018 and 2019), please discuss the pros and cons of a one-year amortization period 
as compared to a two-year amortization period.  

 Please provide the rate impact for 2020 and 2021 of applying a two-year amortization 
period to these deferral accounts.  
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 Reference DEFERRAL ACCOUNTS 
Exhibit B-2, Tab 2, pp. 19-20; PNG-West 2018-2019 RRA proceeding, Exhibit B-3, BCUC 
IR 19.6.  
Management Fee Deferral 

On pages 19 and 20, Tab 2, PNG presents the continuity of deferred charges for the Test Years 2020 and 
2021. Line 31 of each page is the Management Fee Deferral.  
 
In response to BCU IR 19.6 n the PNG-West 2018-2019 RRA proceeding, PNG provided the following 
response: 

Compared with the Actual 2017 amount, the AltaGas management fee for Test Years 
2018 and 2019 is forecast to be lower by $0.3 million and $0.8 million, respectively. The 
reduction is attributable to a reduction in the cost pool allocator. PNG’s MMF allocator 
in 2017 was 4.08%; its MMF allocator in Test Year 2018 is forecast to be 2.7%, further 
reducing to 2.2% in Test Year 2019… 

 Please clarify the nature of this deferral account and comment on any changes in cost pools or 
cost pool allocators from the prior Test Period.   

 Reference DEFERRAL ACCOUNTS 
PNG-West Division 2018-2019 RRA (PNG-West - 2018-19 RRA –) Order  G-151-18; PNG-
West - 2018-19 RRA –Compliance Filing dated September 14, 2018  
Compressor Engine Overhaul Costs 

Directive 14 of Order G-151-18 states:  

PNG’s request to record the compressor engine overhaul costs in a new rate base 
deferral account is denied. PNG is directed to capitalize these costs in accordance with 
US Generally Accepted Accounting Principles and depreciate over a period of 5 years 
once those assets are placed into service. 

In the PNG-West-2018-19 RRA –compliance filing dated September 14, 2018, PNG stated:  

Further, the Decision 2019 Transfers to Capital – Administrative & General is greater by 
$7,000 from Test Year 2019 (Tab 1, page 2, line 15). These increases primarily reflect the 
directive to capitalize compressor engine overhaul costs in 2019 (Directive 14), and the 
reduction in new services and distribution mains in PNG(NE) (Order G-164-18, Directives 
12 and 13, respectively). 

 Please confirm, or explain otherwise, that PNG is depreciating the compressor engine overhaul 
costs over a period of five years. 

 
I. SHARED SERVICES RECOVERY FROM PNG(NE) 

 Reference: SHARED SERVICES RECOVERY FROM PNG(NE) 
Exhibit B-2, Section 2.11, pp. 81, 86, 89, 91; PNG-West 2018-2019 RRA proceeding, 
Exhibit B-3, BCUC IR 39.2. 
Shared Services Recovery from PNG(NE) 

On page 81 of the Amended Application, PNG states: 

PNG continues to apply the shared services cost allocation and recovery methodology as 
approved for use in Decision 2013. While there have not been any changes to this 



PNG -West BCUC IR No. 1 30 of 53 

approved methodology, there have been, by design, changes to cost pools and cost 
allocators to reflect revised forecasts for base costs and financial and operating metrics 
for each test year under review. 

 Please explain if there have been any changes in circumstances for PNG and PNG(NE) since 
Decision 2013 that justify a review of the shared services methodology. If yes, please discuss the 
change in circumstances. If not, please provide an explanation for why the circumstances have 
not changed and elaborate on why the methodology is still appropriate. 

 Please provide an estimate of the time and costs associated with conducting a review of the 
shared services methodology.  

On page 86 of the Amended Application, PNG states that it “will be incurring annual sustainment costs” 
for the Maximo asset management system of approximately $260,000. 

 Please provide the amount, if any, of the Maximo sustainment costs incurred in 2019. 

In relation to cost pool 721 – Administration, PNG states on page 89 that the “[o]verall cost pool 
increase of approximately $857,000 [is] due to a number of factors, including: JDE sustainment costs; 
higher Vancouver office rent; costs associated with transitioning to Microsoft 365; costs related to the 
HRIS; and general inflationary costs increases on all costs in this cost pool over Decision 2019 amounts. 
[Emphasis Added] 

 Please clarify whether inflationary cost increases were applied on all costs in this cost pool, 
including any on-off costs. 

In response to BCUC IR 39.2 in the PNG-West 2018-2019 RRA proceeding, PNG provided the following 
table: 
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 Please recreate the table above for each of 2018 and 2019 actuals and Test Years 2020 and 2021 
forecasts. 

 
J. RATE BASE 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 97 
2020 Planned – Recurring Capital Expenditures – Investigative dig cut-outs 

On page 97 of the Amended Application, PNG states: 

For pipeline sections with a larger density of potentially significant anomalies, pipe 
replacement is more cost effective than on-going site-specific inspections and 
repairs…The forecast expenditure for 2020 of $1,021,000 represents the anticipated 
cost for cut-outs as a result of the four planned ILI runs and the need to outsource a 
large portion of this work due to internal resource constraints. 

 Please provide additional information regarding the proposed cut-outs, including: (i) location of 
cut-outs, (ii) length of replaced pipe, (iii) diameter of pipe, and (iv) existing pipe anomalies 
identified. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 97 
2020 Planned – Recurring Capital Expenditures – Unspecified mainline repairs 

On page 97 PNG states: 

The five year average (2015-2019) expenditure for this type of work is $695,000 and 
reflects recent unplanned pipeline repairs/remediation (Salmon River, MP 250, etc.). 
With the increasing age of PNG-West’s pipeline assets, along with increased scrutiny 
from not only within PNG, but also from regulators, insurers, and other stakeholders 
(Indigenous Nations, land owners, agencies with asset overlap, etc.), PNG-West can 
expect upward pressure on the timeliness and scope associated with unplanned repairs. 

 Please provide the unspecified mainline repairs costs for actual and decision 2015 to 2019 and 
forecast 2020 and 2021.  

 In addition to potentially assessing the five-year average expenditure for this type of work, 
please describe how PNG has forecast the costs associated with unspecified mainline repairs for 
2020 and 2021.   

 Please quantify or provide specific examples of the upward pressure on timeliness and scope 
that PNG has experienced with respect to its unplanned repairs. 

 Please elaborate whether upward pressure on scope of unspecified mainline repairs 
may exceed PNG’s ability to complete the repair scope within the test year.  Please 
discuss any strategies PNG has implemented to mitigate this risk. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, pp. 98-99 
2020 Planned – Non-Recurring Capital Expenditures – Transmission Mainline Repairs 
and Assessments 

On pages 98-99 of the Amended Application, PNG states: 
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With the recent emergence of natural gas pipeline crack detection tool technology free 
from need for liquid couplant (EMAT vs UT tools) and commercially marketed in 
diameters small enough to suite those of PNG Wests’s operating transmission pipelines, 
the PNG ILI plan established as part of PNG’s integrity management planning and 
associated regulatory compliance has been revised to incorporate EMAT use where 
possible… 

PNG has also been monitoring the Canadian Transportation Safety Board (TSB) 
investigation relating to Enbridge’s natural gas pipeline rupture and ignition that 
occurred northeast of Prince George. PNG believes its past and planned use of EMAT 
aligns with the TSB’s pipeline transportation safety advisory letter (617-02/19) that 
highlights the importance of stress corrosion cracking management… 

Forecast costs for both Test Year 2020 and Test Year 2021 have been based on a 
combination of vendor budgetary pricing, 2018 EMAT run actual costs, and the 
adjustment of variable costs…The 2020 costs will be for the actual ILI run execution, and 
the 2021 costs will be for final report deliverables and other associated trailing costs. 

 Please elaborate on and discuss the risks associated with SCC for PNG’s pipelines and any risks 
associated with delays in completing work scheduled for transmission mainline repairs and 
assessments.    

 Please clarify how the recommendations made in the TSB’s pipeline transportation safety 
advisory letter (617-02/19) have impacted PNG’s approach to integrity management. Please 
discuss whether PNG has identified the SCC-susceptible pipeline segments within its system (e.g. 
due to use of polyethylene tape coating). 

 Please elaborate on the technology changes which have allowed PNG to increase 
implementation of in-line inspections (ILI).  Specifically discuss the range of PNG transmission 
pipeline diameters which have become suitable for ILI as a result of technology improvements. 

 Please discuss the changes to associated regulatory standards which have resulted in 
PNG’s expanded use of ILI. 

 Please confirm whether ILI execution is typically completed on a regular frequency. 

 If yes, please discuss criteria used to established frequency interval for ILI execution. If 
no, please explain. 

 Please elaborate on whether PNG expects to incur capital costs associated with the retrofit of 
transmission pipeline segments in order to make them ILI compatible. 

 Please elaborate how PNG forecasts the costs for this type of work and quantify the variable 
cost adjustments associated with pipeline segment length, terrain, area remoteness, etc. 

 Please discuss any strategies PNG has implemented to reduce the costs associated with 
ILI runs. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, pp. 99-100 
2020 Planned – Non-Recurring Capital Expenditures – Salvus to Galloway Remediation 

On pages 99-100 of the Amended Application, PNG states: 

This multi-year program is focused on addressing integrity concerns on the Prince 
Rupert NPS 8 transmission mainline commenced in 2018, with completion of a 
sophisticated and modern inline inspection, geo-hazard assessment, and front end 
access planning and mitigation works design… 
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Following-up on the 2018 ILI run, PNG-West has identified a substantial quantity of 
metal loss and dent integrity related features that need immediate prioritization and 
address to comply with the CSA Z662 standard. PNG-West has also overlaid desktop 
studies completed in 2018 by a third-party engineering firm so as to understand risks 
due to geo-hazards such as landslide, rockfall, hydraulic scour or accretion, flood, and 
avalance… 

…full pipeline system remediation [is] expected to be completed by 2023. For 2020, 
PMG-West will focus on planning and addressing high-priority and urgent segments 
needing immediate repair and improving access to remote locations. PNG-West plans to 
advance an application to the BCUC in the second or third quarter of 2020 seeking a 
CPCN for the full execution of the project 

 Please provide an update on the expected filing timeline for the CPCN application with the BCUC 
and any other regulatory applications that are required e.g. permits and/or environmental 
assessment applications. 

 Please provide the alternatives that are available for the Salvus to Galloway Remediation 
project, the pros and cons and total costs associated with each alternative and ultimately why 
they were not proposed.  

 Please identify any risks associated with delays to the timing of execution of the planned capital 
activities for this project.   

 Please list the significant project execution risks PNG has identified regarding this project. Please 
discuss any mitigation measures proposed to address these identified risks.  

 Please provide any preliminary feasibility reports, risk assessment reports, engineering reports, 
costing reports completed regarding this project. 

 Please provide a table with the forecast and actual (where applicable) capital costs for each year 
with project expenditures, including years other than the 2020 and 2021 test period. Please 
provide a summary of the scope of work expected to be completed in each year. 

 Please provide detailed information regarding the extent of the metal loss and dent integrity 
features identified in 2018. Please elaborate under which section of the CSA Z662 standard is 
this segment of pipe considered non-compliant.  

 Please confirm whether or not PNG has been directed by any regulatory authority (e.g. 
BC OGC) to complete any of the remediation work being proposed. 

 Please clarify whether the decision to file a CPCN application with the BCUC for this project was 
made due to the capital cost estimate for the project, the scope of the project, a public interest 
component of the project, and/or some other criteria. 

 Please confirm the level of scope definition (cost estimate class) for the forecasted 2020 and 
2021 costs included in the RRA for this project.  

 Please discuss whether the potential outcome of the RECAP process could have an impact on 
the scope of work for this remediation project.  Specifically, would the reactivating and 
reinforcing project activities envisioned as part of the RECAP proceeding also address integrity 
concerns on this segment of pipeline? If so, please elaborate how PNG has considered potential 
RECAP related projects when establishing pipeline integrity Capital Expenditures currently 
included in this RRA. 
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 100 
2020 Planned – Non-Recurring Capital Expenditures – Compressor Station Upgrades 

On page 100 of the Amended Application, PNG states: 

A number of compressor station upgrades across the PNG-West system that have been 
deferred, but must now proceed to keep the facilities in a safe operating condition. 
Required activities include: installing new isolation valves at R3 compressor station – 
this is required to address safety and maintenance issues; 

 Please discuss any risks associated with delays to the timing of execution of the planned capital 
activities for this project in both 2020 and 2021.   

 Please elaborate how PNG prioritizes the various compressor station upgrade activities. Has 
PNG developed a plan to guide decision making regarding execution of these upgrade activities 
for 2020 and 2021 and beyond? 

 Please clarify whether the safety and maintenance issues that the installation of new isolation 
valves at R3 will address. Please provide additional detail regarding the scope and schedule of 
this work.  Please elaborate on the alternative solutions PNG considered in order to address the 
safety and maintenance issues identified. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 100 
2020 Planned – Non-Recurring Capital Expenditures – LNG Canada Let Down Station #1 

On page 100 of the Amended Application, PNG states: 

PNG-West anticipates entering in to a GSA in the first quarter of 2020, well in advance 
of executing the full scope of the project and plans to make application to the BCUC 
seeking approval for a CPCN for this project. 

 Please provide a schedule of project milestones, including preliminary engineering design 
initiation, large equipment procurement, BCUC CPCN application submission, construction 
completion, commissioning and gas delivery. Please also include the expected timeline for other 
regulatory applications (e.g. permits and/or environmental assessment applications). 

 Please discuss any risks associated with delays to the timing of execution of the planned capital 
activities for this project.   

 Please list the significant project execution risks PNG has identified regarding this project. Please 
discuss any mitigation measures proposed to address these identified risks.  

 Please provide any preliminary feasibility reports, risk assessment reports, engineering reports, 
costing reports completed regarding this project. 

 Please clarify over how many years this multi-year project is expected to extend. Please provide 
a table with the forecast and actual (where applicable) capital costs for each year with project 
expenditures, including years other than the 2020 and 2021 test period. Please provide a 
summary of the scope of work expected to be completed in each year. 

 Please clarify whether the decision to file a CPCN application with the BCUC was made due to 
the capital cost estimate for the project, the scope of the project, a public interest component of 
the project, and/or some other criteria. 
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 101 
2020 Planned – Non-Recurring Capital Expenditures – Geographic Information System 
(GIS) 

On page 101 of the Amended Application, PNG states: 

The overall project cost is estimated at $2.4 million that has been incurred over three 
year (2018-2020) planned implementation period. Project costs are being shared by 
PNG West and PNG(NE) service areas. The project is on-schedule and on-budget… 

In 2020, PNG will be migrating the remaining 40% of the distribution asset data into the 
ESRI system. Upon completion, PNG will focus on applications, reporting, interfaces, Q/A 
and field device implementation. PNG will also finalize its sustainment model and 
process changes to ensure the GIS system is up-to-date and accurate in future years. 

 Table 3 in the 2018-2019 PNG West RRA decision1 includes a breakdown of the consolidated GIS 
costs allocated to each division and the allocator. Please provide a revised table that also 
includes columns for actual 2018 and 2019 costs and forecast 2020 costs with an explanation for 
any variances from budget.  

 Please clarify what is the estimated ongoing annual costs of maintaining an accurate GIS system 
in future years. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, pp. 101-102 
2020 Planned – Non-Recurring Capital Expenditures – High Voltage Alternating Current 
Mitigation 

On pages 101 and 102 of the Amended Application, PNG states: 

A high-voltage power line is being installed over a PNG-West in-service 6” pipeline in 
Kitimat. In order to mitigate the effects of alternating current (AC) on this pipeline, a 
grounding system must be purchased and installed to reduce the predicted induced 
voltage down to safe levels. 

 Please provide a table with the forecast and actual (where applicable) capital costs for each year 
with project expenditures, including years other than the 2020 and 2021 test period. Please 
provide a summary of the scope of work expected to be completed in each year 

 Please elaborate which utility or company is responsible for the installation of the high-voltage 
power line.  

 Please clarify PNG’s standard practices with respect to the installation of high-voltage power 
lines in proximity to its pipelines.  

 Has PNG pursued, received or expects to receive any compensation for having to mitigate the 
induced voltage on its pipeline? 

  

 
1 https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-
Redacted.pdf 

https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-Redacted.pdf
https://www.bcuc.com/Documents/Proceedings/2018/DOC_52226_G-151-18-PNGW-RRA-Reasons-for-Decision-Redacted.pdf
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, pp. 102, 103 and 110 
2020 and 2021 Planned – Non-Recurring Capital Expenditures – MP 195.9 Exposed 
Pipe Lowering and MP 297 Exposed Pipe Remediation and MP 208 Rock Armouring  

On page 102 of the Amended Application, PNG states, “the exposed pipe is under a regular monitoring 
program and is planned for remediation via lowering.” 
 
On page 103 of the Amended Application, PNG states “The intent of the first phase of this remediation 
project is to perform the front-end engineering analysis, options and feasibility assessments, detailed 
design, and permitting to execute remediation works in the following year”. 
 
On page 110 of the Amended Application, PNG states: 

A short segment of transmission pipeline at MP 208 is at risk of exposure and 
destabilization as a result of river bank migration and bank erosion. The area is under a 
current monitoring program but river hydrology and ongoing erosion suggests future 
action to protect and reinforce the asset will be required. 

 For each of the MP 195.9 Exposed Pipe Lowering, the MP 297 Exposed Pipe Remediation and 
the MP 208 Rock Armoring projects, provide the total project costs by year and the scope of 
work to be completed in each year.  

 Reference RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 102. 
2020 Planned – Non-Recurring Capital Expenditures – Information & Data 
Management Systems – Management of Change 

On page 102 of the Amended Application, PNG states:  

PNG has also commenced a management of change (MOC) initiative to further develop 
and update PNG’s current management of change (MOC) system. In 2020, $96,000 has 
been budgeted for project activities that include document and standard development, 
electronic platform implementation, and company wide training. PNG anticipate that 
the improved platform will enable it to plan, track, and audit any system changes and to 
process safety risks with a capability that is aligned with industry best practices and API 
RP 1173. 

 Please elaborate on the MOC initiatives and the activities to update the current MOC system.  

 Please provide a breakdown of the total project costs by year and between expenses and capital 
costs.  

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, pp. 98, 107  
2020 and 2021 Planned – Non-Recurring Capital Expenditures – Computer 
Hardware/Software 

The forecast Computer Hardware/Software capital expenditures are $218,297 in 2020 and $192,700 in 
2021. 
 

 Please identify the 2020 and 2021 computer hardware/software capital expenditures that relate 
to specific projects.  
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 105 
2021 Planned – Recurring Capital Expenditures – Mobile/Heavy Equipment 

On page 105 of the Amended Application, PNG states, “Seven replacement vehicles will be acquired 
during Test Year 2021 all of which meet PNG-West’s established criteria of 8 years or 160,000 kms.” 
 

 Please provide a breakdown of the decision and actual 2015 to 2019 and forecast 2020 and 
2021 Mobile/Heavy equipment costs between mobile and heavy equipment purchases.  

 Please discuss any risks associated with delaying the planned 2020 and 2021 heavy equipment 
purchases.   

 Please discuss if PNG’s vehicle replacement criteria include mobile equipment and if so, the 
specific criteria that are applicable.  

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 108 
2021 Planned – Non-Recurring Capital Expenditures – Transmission Mainline Repairs 
and Assessments 

On page 108 of the Amended Application, PNG states: 

Key EMAT ILI runs and analysis planned for 2021 are: 

 
 Please provide the length (km) of the ILI runs planned for 2021. 

 Please elaborate on the scope of the Final Report deliverable. Please provide a breakdown of 
the Final Report costs forecasted in the table above. Please provide a sample report from a 
recent EMAT ILI Run. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 109 
2021 Planned – Non-Recurring Capital Expenditures – Compressor Station Upgrades 

On page 109 of the Amended Application, PNG states: 

A number of compressor station upgrades across the PNG-West system that have been 
deferred, but must now proceed to keep the facilities in a safe operating condition. 
Required activities identified for 2021 include…replacement of R1 gas actuated valves 
($775,000). 

 Please clarify whether further upgrades, besides those activities listed in this RRA, are necessary 
to keep the R1 facility in a safe operating condition. 

 Please elaborate on the replacement of gas actuated valves activity. Has this upgrade activity 
been mandated by a regulatory authority as part of an emission reduction effort? 
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 Please provide in table format the decision and actual capital and operating costs related to 
Compressor Station Upgrade projects for years 2015 to 2019, with an explanation for any 
variances. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 110 
2021 Planned – Non-Recurring Capital Expenditures – New/Replacement Tools and 
Equipment 

On page 110 of the Amended Application, PNG states: 

These costs pertain to the purchase of a compressor pumpdown to reduce blowdown 
volumes…The pumpdown compressor reduces GHG emissions by removing volume of 
gas from the section to be blown down to the other side of a block valve. Therefore 
more gas is retained inside the piping system. 

 Please elaborate on the impact the purchase of a pumpdown compressor will have on PNG’s 
annual unaccounted for gas estimates, if any. 

 Reference RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 111. 
2021 Planned – Non-Recurring Capital Expenditures – Information & Data 
Management Systems – Synergi Gas 

On page 111 of the Amended Application, PNG states:  

The remainder of the provision in this category for 2021 is to replace or supplement the 
existing modelling system with Synergi Gas (or similar) ($128,000). PNG’s current 
hydraulic modelling system is aged and seen to be limited in its efficiency and use for 
future interfacing with PNG’s other system such as GIS and advanced and more 
completely attributed digital system maps. 

 Please discuss the alternatives to current modelling system that are being considered and the 
pros and cons of each.  

 Please discuss the modelling system favoured by PNG’s industry peers.  

 Please discuss the risks with maintaining PNG’s existing modelling system, the age of the current 
system and its estimated useful life. 

 Please provide the expected cost savings PNG will realize as a result of this system. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 111 
2021 Planned – Non-Recurring Capital Expenditures – Piping Modification for Gas 
Blowdown Reduction 

On page 111 of the Amended Application, PNG states: 

In order to reduce PNG emissions during blowdowns for maintenance work, PNG is 
proposing to make piping modifications to allow a pumpdown compressor to be used. 

 Please clarify the scope of piping modifications proposed in this capital expenditure activity, 
including the number of individual piping modifications that are forecasted to be completed in 
this test year. 



PNG -West BCUC IR No. 1 39 of 53 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 112 
2021 Planned – Non-Recurring Capital Expenditures – High Voltage Alternating Current 
Mitigation 

On page 112 of the Amended Application PNG states: 

For 2020, PNG-West has indicated it will be conducting the first phase of a project to 
mitigate the effects of the induced AC on the 10” pipeline that feeds Kitimat…estimated 
2021 costs of $63,000 will be for implementation… 

PNG-West will also be conducting phase 1 of a project to mitigate the effects of the 
induced AC voltage on the 10” line that comes across the Telkwa Pass. This phase of the 
project has estimated costs of $100,000 for the design and procurement of the long lead 
items in anticipation of installation in 2022. 

 Please clarify the overall schedule for both the Kitimat and Telkwa Pass induced AC mitigation 
projects and the scopes of work forecasted to be completed in 2020. 

 If the project schedules extend beyond 2020, please confirm the expected Capital 
Expenditures and scopes of work for each project in future years. 

 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, pp. 112 and 113 
2021 Planned – Non-Recurring Capital Expenditures – Port Edward Storage Bottle 
Removal and Methanex Lateral at Kitimat River Crossing Repair 

On page 112 of the Amended Application, PNG states: 

This initial phase consists of upfront engineering and permitting activities in order to 
execute the project in 2022 

On page 113 of the Amended Application, PNG states, “Detailed design, permitting, and execution 
would be proposed for completion in future years.” 
 

 Please confirm the total project costs to complete this multi-year activity by year.  

 Reference CAPITAL STRUCTURE AND RETURN ON CAPITAL  
Exhibit B-2, Section 2.14.2, p. 118 
Credit Rating 

On page 118 of the Amended Application, PNG states:  

For the purposes of this Application for both Test Year 2020 and Test Year 2021, PNG-
West has used the Decision 2019 approved rate of return on common equity (ROE) of 
9.50% and common equity thickness of 46.50 % following the issuance of the Stage 2 
GCOC Decision in 2014 and the Decision on the Fortis BC Energy Inc.’s (the Benchmark 
Utility) Application for its Common Equity Component and Return on Equity for 2016. 

 Please provide PNG’s current credit rating, and comment on any changes in rating over the last 
five years.  

 Please provide PNG’s credit rating reports for 2018 and 2019. Please file confidentially, as 
necessary. 
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 Reference CAPITAL STRUCTURE AND RETURN ON CAPITAL  
Exhibit B-2, Section 2.9, p. 78; Section 2.14, p. 116; Section 3.2.1.4, p. 142; Section 
3.2.2.4, pp. 149-150 
Financing Costs 

Table 42 of page 116 includes PNG’s capital structure and Table 42 includes interest expense.  
 

 Please provide a table with the approved and decision interest rate and debt balance for short 
term and long-term debt for each year between 2015 and 2019 and the forecast for 2020 and 
2021.  

 Please expand Table 41 to include the following information: 

• Columns for Decision 2015 to 2018 

• Rows for total short-term debt, long-term debt and return on common equity components 
of cost of service 

 Please provide the actual short-term debt balance as a component of total debt for each year 
between 2015 and 2019. 

 With reference to the information provided in the preceding IR response, please 
elaborate on why 5 percent of rate base is appropriate for the short-term debt 
component of the capital structure.  

On page 117 of the Amended Application PNG submits that: 

Since PNG was unable to locate a source of independent forecasts of short-term debt 
interest rates for 2021, it has used the 2020 forecast for that year as well. 

 With consideration of any changing economic conditions since the Amended Application was 
filed, please provide any updates to the forecast short-term and long-term interest rates and the 
resulting impact on the 2020 and 2021 cost of service that is currently available.  

 
On page 78 of the Amended Application PNG states: 

The short term interest deferral account records the impact of differences between the 
underlying customer security deposit and short term operating line interest rates. The 
long term interest deferral account records the impact of differences between the 
underlying long term forecast interest rates and actual interest rates. 

On pages 142 and 149 of the Amended Application, PNG discusses the variance between actual and 
decision interest expense on short term debt for 2018 and 2019.   
 
Further, on pages 142 and 150 of the Amended Application, PNG discusses the variances between actual 
and decision interest on long term debt for 2018 and 2019.  In both years the interest expense was 
lower than forecast, primarily due to PNG-West having less long-term debt and more common equity in 
its actual capital structure than forecast.  
 

 Please explain the measures PNG is taking to reduce the proportion of common equity from 
63.83 percent in 2019 to the deemed equity of 46.50 percent in 2020 and 2021.  

 Please discuss how PNG having a greater common equity component in its actual capital 
structure as compared to its deemed structure impacts the shareholder and ratepayers.  Include 
discussion on both the return on equity and interest expense.  
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K. PROPOSED RATE CHANGES 

 Reference PROPOSED RATE CHANGES  
Exhibit B-2, Section 2.15.3, p. 120 
RSAM Rate Rider 

On page 120 PNG provides rationale for the increase in forecast RSAM rate rider and states:  

The increase in the forecast RSAM debit rate rider reflects the increases in the 2018 and 
2019 RSAM pools as a result of warmer weather experienced to date during the past 
two years, the forecast lower use per account, as well as the recovery of the historical 
RSAM balances through the current rider. 

 Please explain whether the RSAM Rate Rider tracks variances of revenue in use per account as 
well as variances in number of customers. If not, why not.  

 Reference PROPOSED RATE CHANGES  
Exhibit B-2, Section 2.15.3, p. 120 
Rates are Just and Reasonable 

On page 120 of the Amended Application PNG states:  

PNG-West’s rates are competitive with other energy sources and thereby provide a 
reasonable probability of preventing declining recovery of margin due to customers 
converting to alternative energy sources or reducing gas consumption; 

 Please elaborate on the market comparators and/or peers that were used to determine that 
PNG-West’s rates were competitive and discuss why these comparators were selected.   

 Reference PROPOSED RATE CHANGES  
Exhibit B-2, Section 2.15.6, p. 121; Tab 6, p. 5 
Bill Comparison 

On page 5 of Tab 6 in the Amended Application, PNG presents the comparison of the projected annual 
gas bills for residential and small commercial customers using rates effective October 1, 2019 and rates 
proposed effective January 1, 2020.  
 
On page 121 of the Amended Application, PNG states: 

The bill comparison focuses on the delivery rate increase that is required to recover the 
forecast 2020 and 2021 revenue deficiencies (including the Company use gas cost). PNG-
West has also included the indicative gas supply cost related rates for January 1, 2020 
which are subject to the BCUC’s review as part of PNG-West’s fourth quarter 2019 gas 
cost report. 

 Please discuss whether PNG considers that the bill impact ranging between 11 and 13 percent 
for the residential and small commercial customers constitutes rate shock. If not, please discuss 
why not. If yes, please discuss any measures undertaken by PNG to mitigate this. 

 Please provide the bill impact for any other PNG-West customer class that exceeds ten percent. 
Discuss how PNG will address concerns for the bill impacts that are greater than ten percent.  
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L. CAPITAL EXPENDITURE REPORTING – ACTUAL VS DECISION 

 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION 
Exhibit B-2, Section 3.1.1, p. 125 
2018 Capital Expenditure Variance Analysis – Unspecified Mainline Repairs 

On page 125 of the Amended Application, PNG states: 

In concert with asset and infrastructure additions on Ridley Island directly associated 
with the RIPET service request, a number of system integrity and otherwise betterment 
activities were realized as a result of synergies with the RIPET project… 

[Regarding Cathodic Protection Improvements] Improvement directly realized by 
existing pipeline system assets were attributed to a directly associated and apportioned 
amount of the overall CP system cost… 

[Regarding Distribution Pressure Pipeline System Improvements] Cost exclusively 
associated with existing DP system and customer service improvement were attributed 
to an associated betterment project… 

[Regarding High Pressure Pipeline System Improvements] Costs were incurred for 
existing high pressure asset system betterment associated with integrity risk reduction, 
asset longevity (remaining service life), and improved ability to respond to future load 
growth on Ridley Island… 

 With reference to variances between historic actual and decision costs for unspecified mainline 
repairs, please discuss any issues associated with the current forecast methodology and 
whether PNG has considered developing the forecast based on specific capital work that is 
expected to be undertaken or some other methodology.   

 For each of the Ridley Island Cathodic Protection Improvements, Ridley Island Distribution 
Pressure Pipeline System Improvements and Ridley Island High Pressure Pipeline System 
Improvements, please discuss if these expenditures would have been required in the absence of 
the Ridley Island Propane Export Terminal project.  

 If yes, for each of the three projects identified in the preceding IR, please discuss how 
the capital expenditures provide benefit to PNG’s overall transmission system and PNG’s 
ratepayers.  

 If not, please discuss if a contribution in aid of construction was received in relation to 
the three projects identified above and if not, why not.   

 What was the total cost for each of the three Ridley Island integrity improvement projects 
(Cathodic Protection, Distribution Pressure Pipeline System, High Pressure Pipeline System)? 

 Please provide any engineering design, feasibility and risk assessment reports regarding 
these projects. If not included in these reports, please provide a schematic drawing or 
map to show scope boundary between the RIPET project and these three integrity 
improvement projects. 

 Please elaborate how the high-pressure pipeline system improvement scope of work described 
above was not directly associated with the RIPET service request. 
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 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION 
Exhibit B-2, Section 3.1.1, p. 128 
2018 Capital Expenditure Variance Analysis – Compressor Station Upgrades (greater 
than approved by $685,000) 

On page 128 of the Amended Application, PNG states: 

This project involved a series of compressor upgrades across the PNG-West system that 
have been deferred, but now must proceed to keep the facilities in a safe operation 
condition. The overall variance is due to the sum of a number [of] individual variances… 

PNG-West had planned to install new station valves at compressor station 
R1…additional costs were incurred for extra engineering work necessary to provide 
accurate measurements for the length and height of the pipework to ensure ease of 
construction… 

PNG-West had also planned to remove lead paint and to paint above ground piping at 
compressor station R2 ($375,000), however this project costs were greater than budget 
by $182,000. As the lead paint was removed at the site, cracks in the pipework became 
evident and had to be assessed and addressed. 

 Please elaborate on why the issues which led to the additional costs were not included in the 
original forecast. 

 Please discuss any measures PNG has implemented in order to address the compressor station 
upgrade cost variances and how these have been factored into the Test Year 2020 and 2021 
costs. 

 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION  
Exhibit B-2, Section 3.1.2, p. 130 
2019 Capital Expenditure Variance Analysis – Carryforward Projects 

On page 130 of the Amended Application PNG presents Table 45, a portion of which is included below: 
 

 
 

 Please identify any measures that have been undertaken by PNG in its capital project planning 
and scheduling process to address timing issues with its capital projects.  

 For each for the carryforward projects and CPCN projects identified in the preamble, please 
provide the forecast and actual total project costs.  
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 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION 
Exhibit B-2, Section 3.1.2, p. 132 
2019 Capital Expenditure Variance Analysis – Structure Improvements 

On page 132 of the Amended Application, PNG states: 

The cost variance for this expenditure classification can be attributed to PNG incurring 
approximately $996,000 on tenant improvements to modify the leased space. These 
costs were offset in part by a tenant inducement allowance of $346,000. The costs 
incurred were based on a fixed-price design build contract to minimize the risk due to 
tendering costs and scheduling risk, and are consistent with per square foot costs for 
tenant improvement projects. 

 Please provide further information to justify that the structure improvement costs are 
consistent with per square foot costs for tenant improvement projects. 

 

M. COST OF SERVICE REPORTING – ACTUAL VS DECISION 

 Reference COST OF SERVICE REPORTING – ACTUAL VS DECISION 
Exhibit B-2, Section 3.2.2.1, p. 145 
Account 685 – General Operations 2019 Variance 

On page 145 of the Amended Application, PNG states:  

The actual costs for 2019 included in this account are $993,000 or 32.9% lower than 
those approved under Decision 2019. This variance can be attributed to a number of 
factors, including GIS-related costs of $275,000 budgeted for 2019 as an operating cost 
that were capitalized. Similarly, there were $254,000 in Maximo licensing costs 
budgeted as an operating cost in 2019 that were subsequently capitalized. Lastly, there 
were saving realized from staff vacancies during 2019. 

 Please confirm that the total 2019 costs previously budgeted as operating costs and 
subsequently capitalized are $529,000. If not confirmed, please provide details of any 2018 and 
2019 costs that were previously classified as expense items and have been subsequently 
capitalized. 

 Please confirm or explain otherwise that the 2019 costs were expensed and recovered 
in rates and clarify if these costs will subsequently be recovered through depreciation.  

 Please describe the nature of the GIS-related costs that are referenced in the preamble. 

 Please explain the reasons why the GIS-related costs and Maximo licensing costs were 
previously treated as expenses and why they are now being capitalized.  

 Please provide the 2019 variance amount that is related to staff vacancies, the reasons for the 
staff vacancies and whether these vacancies have since been filled.   

 Reference COST OF SERVICE REPORTING – ACTUAL VS DECISION 
Exhibit B-2, Section 3.2.2.1, p. 145 
Account 725 – Employee Benefits 2019 Variance 

On page 145 of the Amended Application, PNG states:  

The actual costs for 2019 included in this account are $378,000 or 10.6% lower than 
those approved under Decision 2019. This variance is primarily attributable to the 
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recovery of $319,493 in costs pertaining to services provided to affiliate entities. 

 Please explain how the recovery of 2019 costs pertaining to services provided to affiliate entities 
was recorded and whether the recovery was to the account of PNG’s shareholder or the 
ratepayer. 

 
N. IDENTIFIED SERVICE QUALITY METRICS 

 Reference: IDENTIFIED SERVICE QUALITY METRICS 
Exhibit B-2, Section 3.3, p. 151; PNG-West 2018-2019 RRA proceeding, Exhibit B-3, 
BCUC IR 54.1;  
Identified Service Quality Metrics 

In response to BCUC IR 54.1 in the PNG-West 2018-2019 RRA proceeding, regarding specific benchmarks 
that PNG works towards with respect to the key service quality metrics, PNG provided the following 
response: 

PNG is a member of the Canadian Gas Association and compares its quality service 
metrics to those of other utilities across Canada, where applicable. Each utility has its 
own unique influences that affect their metrics. For example, PNG is one of the smallest 
utilities and is spread over a very large geographical area and this influences response 
times to customers in remote areas. A larger utility may have many resources in a 
heavily populated area, which may provide a different impact on response times. PNG 
monitors the metrics regularly for change and then address accordingly. The Lost-time 
Injury Frequency Rate is also a key metric that has benchmarking with the CGA. 

 Please confirm or explain otherwise, that PNG continues to benchmark the key service quality 
metrics on page 151 of the Amended Application to other utilities which are members of the 
Canadian Gas Association. 

 If confirmed, please discuss whether PNG-West is considered to be performing well 
based on these metrics compared to other utilities in Canada overall. Please outline any 
specific metrics which require significant improvement compared to benchmarks. 

 
PNG provided the following key service metrics on page 151 of the Amended Application: 

 
 

 Please explain any factors that contributed to the increase in the number of emergency calls in 
2019 as compared to 2018 by 29 calls.  
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 Please discuss any risks associated with the factors identified and measures PNG has 
undertaken to mitigate these risks. 

 Please explain why there were 6 more calls in 2019 with a response time over 40 minutes 
compared to 2018. 

 
O. OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, pp. 153-154 
Reporting on Significant Capital Projects – Focus on Non-recurring Expenditures 

On page 153 of the Amended Application, PNG states:  

PNG proposes that the reporting on forecast capital expenditures be limited to planned 
non-recurring capital projects. Expenditures classified as planned non-recurring projects 
would capture system extensions, new facilities and significant system modifications or 
additions.  Planned non-recurring projects would also capture items that pertain to the 
maintenance and operation of existing assets such as the 2018 Copper River MP 250 
emergency repair, or other non-discretionary items such as capital expenditures 
necessary to respond to BC Ministry of Transportation and Infrastructure (MoTI) 
directives to relocate facilities within the public right of way. 

 Please explain if new IT systems, or upgrades to existing systems, will be included in planned 
non-recurring capital expenditures.  If not, why not.  

 Please describe the process that PNG undertakes in order to classify capital expenditures as 
non-recurring or recurring and the criteria for including capital expenditures as recurring items.  

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, pp. 154 
Reporting on Significant Capital Projects – Recommended Minimum Dollar Threshold 

On page 154 of the Amended Application, PNG states:  

PNG proposes a cumulative minimum total capital project expenditure of $500,000 for 
project reporting purposes. PNG considers that capital projects of lesser amounts would 
not warrant further examination through a separate review process. 

 Please explain how the threshold for the minimum capital project expenditure was derived and 
any specific factors that were considered in proposing this amount.  

 Please provide a table that shows the proposed threshold of $500,000 as a percentage of actual 
capital expenditures for each year between 2015 and 2019. Please discuss if the total amount of 
historic capital expenditures was considered in determining the threshold. 

 Please discuss other thresholds that may have been considered, and why they were 
ultimately not selected.  

 Please discuss the pros and cons of having separate thresholds for different types of 
capital expenditures (i.e. IT project, transmission project, distribution project).  

 Please provide a table that shows the proposed threshold of $500,000 as a percentage 
of actual IT capital expenditures for each year between 2015 and 2019.  Based on the 
results, please discuss the benefits of having a different threshold for IT capital 
expenditures.  
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 Please clarify whether the minimum dollar threshold applies to the annual forecast capital 
expenditure or the total project costs.  

 Please provide a complete listing of the 2017, 2018 and 2019 non-recurring capital expenditures 
by project and indicate which projects would have been reported based on a $500,000 
threshold.  

 For each year, please provide the capital project expenditures above the threshold as a 
percentage of the total capital expenditures.   

 Beyond a dollar threshold, please discuss whether other project characteristics were considered 
in determining which projects should be included in any annual reporting on capital 
expenditures (i.e. public interest).   

 For each characteristic, please comment on why it was ultimately not included as a 
reporting criterion.   

 Please explain how PNG will define an individual project for capital reporting purposes.  

 Please discuss the pros and cons of establishing a minimum dollar threshold above which PNG 
would expect to file a CPCN or section 44.2 expenditure schedule with the BCUC.  

 From PNG’s perspective, what are the relevant factors that should be considered in 
setting a minimum threshold for CPCN or section 44.2 expenditure schedules.  

 If a minimum threshold for filing CPCNs and 44.2 applications with the BCUC were set, 
please discuss what PNG would propose and why.  Please provide the alternatives 
considered, and why the proposed minimum threshold was ultimately selected.  

 Please provide a table that shows projects with forecast expenditures above the 
proposed minimum threshold for each year between 2015 and 2019.   

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, pp. 154 
Reporting on Significant Capital Projects – Forecast Base 

On page 154 of the Amended Application, PNG states:  

The base for reporting on forecast planned non-recurring expenditures would be the 
BCUC approved or test year amounts for the forecast period. For example, the forecast 
period presented in the Capital Report included in the 2019 Annual Report would 
commence with 2020 and PNG would present 2020 capital expenditures as applied for 
in its 2020-2021 Revenue Requirements Application as the forecast base. 

 Please clarify what is meant by “forecast base” and explain how it influences the reporting of 
significant capital expenditures.  

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, pp. 155 
Reporting on Significant Capital Projects – Report Format and Historic Expenditures 

On page 155 of the Amended Application, PNG illustrates the proposed capital reporting format in the 
following table:  
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Further on page 155, PNG states:  

PNG’s proposed reporting on historic expenditures would compromise a variance 
analysis of capital expenditures for the preceding calendar year.  

 Please explain whether the report format can be expanded to include:  

(a) a column for the original budgeted costs, and a discussion of significant variances between 
the original budget and total (actual plus forecast) costs.  

(b) a column for the estimated construction commencement date for each project.  
(c) a column indicating whether the project would be filed as a CPCN or section 44.2 

expenditure schedule with the BCUC 
 

 Based on the reporting format could there be projects that commences construction prior to the 
report being filed with the BCUC?  If so, how does PNG propose to address this.  

 Please confirm, or explain otherwise, that the reporting format will include all known capital 
projects that meet the reporting criteria regardless of how far in the future they are planned.  

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, pp. 156 
Reporting on Significant Capital Projects – Supplemental Reporting 

PNG states on page 156 of the Amended Application:  

PNG notes that given the nature of operating natural gas distribution and transmission 
facilities, there will be the need for unplanned or urgent capital projects to maintain 
ongoing safety, integrity, reliability, and compliance to codes, standards and regulations. 
These may be due externalities not anticipated. While PNG aims to minimize such 
occurrences, the BCUC should expect some unplanned projects that are not within the 
annual forecast. In such instances, where circumstances warrant consideration of the 
necessity for a CPCN for such projects, PNG commits to making the BCUC aware of the 
identified projects on an ad hoc and timely basis. 

 Please explain how much advance notice PNG will provide the BCUC prior to the construction 
commencement date for unplanned or urgent projects. 
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 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.1, p. 155 
Reporting on Significant Capital Projects – Regulatory Review Process 

On page 155 or the Amended Application, PNG states:  

PNG anticipates that the BCUC review would be completed on a timely basis, ideally 
within 30 days of submission, such that the review process would not hold up planned 
capital activities. On completion, as evidence of the review, the BCUC would provide 
PNG with a letter stating acceptance of the Capital Report.  

 Please clarify if PNG considers that acceptance of any annual report on capital expenditures 
implies BCUC approval of forecast expenditures.  

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.4, pp. 161, 163. 
GIS / ARM Benefit Analysis 

On page 161 of the Amended Application, PNG states “At this stage of the project, PNG submits that it is 
therefore premature to assign any estimates to the costs that can be avoided by the introduction of the 
GIS.” 
 
On page 163, PNG states:  

PNG expects to realize these and other benefits once its GIS project is completed at the 
end of 2020. At that time, PNG may be in a position to associate a cost with these 
benefits.  

On page 163, PNG also states:  

…PNG anticipates increased pressure on its operating costs related to engineering 
projects critical to PNG’s ongoing compliance with heightened industry standards and 
pipeline-related regulations. PNG submits that its GIS, along with its ARM initiative will 
enable it to meet these challenges in the most cost effective manner possible, and avoid 
incurring costs for staff or contract resources that would otherwise be required to 
create and manage information most appropriately retained in a GIS. 

 Please elaborate on whether PNG expects to be able to quantify the cost savings associated with 
the GIS and ARM project benefits at the end of 2020. If not, please discuss the factors that 
prevent this.  

 Please quantify the dollar impact from the increased pressures PNG expects from the 
engineering projects critical to PNG’s ongoing compliance with heightened industry standards 
and pipeline regulations.   

 Please provide anticipated avoided costs for staff or contract resources that would otherwise be 
required to create and manage information most appropriately retained in a GIS.  Please include 
supporting calculations.   

 Please identify any other ways that the GIS system will enable PNG to address 
engineering projects in a cost-effective manage and discuss whether these benefits can 
be quantified. If not, please discuss why not.    
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Lastly on page 163, PNG states:  

…ARM project will result in the increased reliability of recalled information, will help 
minimize opportunity for error, will reduce risk associated with legacy information and 
assets, will improve emergency response performance, will provide step change to the 
reconciliation of pipeline system records between PNG and technical regulators, and will 
provide a foundational piece for improved system integrity management and 
management of change. It can easily be argued that each of these individual benefits, 
along with their aggregate sum, provide significant cost savings through the lifetime of 
an operating asset by affecting incremental step change in work efficiency, risk 
management, and incident avoidance. 

 Please provide the expected annual cost savings for each individual benefit noted above and the 
aggregate sum of benefits from the ARM project.  

 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.7, p. 171  
Automotive Cost Allocation – Evaluation of Historic Allocation Methodology - Capital 

On page 171 of the Amended Application, PNG states that “Allocating Automotive costs based solely on 
labour hours has not achieved optimal results for all divisions.”  
 
Further on the same page PNG states it completed a test of the reasonableness of the historic approach 
for the allocation of forecast and actual Automotive costs to capital and prepared the following 
summary to illustrate recent experience with over (under) allocations to capital.  

Based on these results PNG states on page 171: 

As can be seen from the data presented, the historical allocation methodology for 
capital has resulted in over (under) allocations in the range of ± $122 to $46,530 over  

the past five years, however, based on the five-year average, allocations have fallen 
within a reasonably narrow range of ± $1,054 to $11,986 during this period. 

Given this narrow range in over (under) allocation, PNG is satisfied that it is appropriate 
to continue with the current budgetary conventions it has in place for forecasting and 
allocating Automotive costs to capital.  

 Based on the summary, please explain why there appears to be a consistent over allocation of 
Automotive costs to the FSJ/DC division and under allocation to the PNG-West and TR divisions 
in 2018 and 2019. 

 Please confirm, or explain otherwise, that forecasting and allocating Automotive costs to capital 
is based on labour costs. 

 If confirmed, please discuss why allocating Automotive costs to capital based solely on 
labour is appropriate given the over/under allocation in the recent actual results.  
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 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.7, pp. 172-173  
Automotive Cost Allocation – Proposed Automotive Cost Allocation 

On pages 172 and 173 of the Amended Application, PNG states:  

The average divisional allocation of forecast costs for 2015 to 2019 was: 60% PNG-West; 
35% FSJ/DC; and 5% TR. The actual divisional allocation of costs for 2015 to 2019 were 
distributed: 66% PNG-West; 32% FSJ/DC; and 2% TR. 

As a test of using historic results to predict future costs, PNG recast the forecast 
operating Automotive costs for 2015 to 2019 using the five-year actual average 
percentage distributions noted. This proposed allocation methodology for operating 
expense reduces the range of over (under) allocations for the past five years to ± $176 
to $28,479, considerably lower than the forecast error of the historic methodology. 
Further, the bias for over allocating Automotive costs to PNG(NE) has dissipated. These 
results are presented in the table that follows. 

 
 Please provide the total and five-year average of each division’s percentage distribution of 

operating Automotive costs.  

 Please explain the difference in allocation methodology between the “Proposed Divisional 
Allocation Methodology” and “Improvement from Historic Methodology” as presented in the 
above table.  

 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.7, pp. 173.  
Automotive Cost Allocation – Recommendations – Capital Allocation 

On page 173 of the Amended Application, PNG states:  

Continue to apply the current administrative convention of allocating actual Automotive 
costs to capital, whereby a 15% factor is applied to capital labour costs and capitalized. 

 Please explain what the 15 percent factor used in the allocation of actual capital Automotive 
costs is based on.  

 Please discuss the results of the over (under) allocations to capital if the overhead capitalization 
rates were applied.  
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 REFERENCE:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.7, p. 174  
Automotive Cost Allocation – Proposed Forecasting of Consolidated Automotive Cost 
Pool 

On page 174 of the Amended Application, PNG states:  

…in consideration that historic costs may be reflective and predictive of future costs, 
PNG analysed historic results and, setting 2015 as a base year, applied an inflation factor 
of 2% to each year in forecasting the subsequent year’s costs. PNG compared the 
forecasts using this inflationary approach with actual costs and found that though there 
continued to be a consistent over forecast in amounts, the range decreased to $5,970 to 
$137,085 and the average decreased to approximately $57,000 on a consolidated basis. 

Further on page 174 of the Amended Application PNG presents the following table summarizing its 
historic and proposed methodology for forecasting the consolidated pool of Automotive costs.   

 
 Please explain why 2015 was selected at the base year.  

 Please re-create the above table to adjust the proposed methodology by using the 2015 actual, 
rather than forecast, as the base and applying the inflation factor to actual costs for subsequent 
years.  

 
Further on the same page PNG states:  

PNG recommends that the consolidated Automotive cost pool for Test Year 2020 be 
forecast based on forecast 2019 actual costs with a 2% provision for inflation. PNG has 
reflected this recommendation in this Application. Test Year 2021 costs have been 
forecast at the Test Year 2020 amount inflated by 2% for inflation.  

 Please explain what is meant by “forecast 2019 actual costs.”  

 Please comment on the strengths and weaknesses of using historic allocations of Automotive 
costs as a predictor of future allocations for the operating and consolidated forecast. 

 Please explain why a five-year actual average was selected for the allocation of operating costs 
and consolidated forecast costs.  

 Please explain whether PNG considered creating a forecast Automotive cost for each division 
based on expected costs.  Please comment on the pros and cons of this approach and why it was 
not selected.   
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P. OTHER DIRECTIVES 

 Reference OTHER DIRECTIVES 
Exhibit B-2, Appendix C, p. 3 
Business Risk Assessment 

On page 3 in Appendix C of the Amended Application PNG filed an updated business risk assessment 
based on the consolidated entity for PNG-West and PNG(NE) (collectively PNG).   
 
Page 3 of Appendix C states:  

Given PNG’s smaller size and resources, the numerous requirements for dealing with 
various aspects of Indigenous Rights represent a much more resource intensive effort. 
The assessment of this risk continues to remain consistent with that made in 2018, but 
with an increasing trend given recent court cases and the recent introduction of UNDRIP 
legislation. 

 Please comment on how the recent introduction of UNDRIP will impact PNG operations over the 
Test Period and any plans PNG has in place to address the impact. 


	A-3-PNG(West) - 2020-21 RRA - IR1-Final.pdf
	A. General
	1.0 Reference General Cybersecurity
	1.1 Please confirm, or explain otherwise, that Pacific Northern Gas (PNG) has a cybersecurity emergency recovery plan. If confirmed, please provide a copy. If not, please explain why not and identify any risks associated with this.
	1.2 Please explain the measures PNG has already taken to protect critical infrastructure and prevent cyber attacks.
	1.2.1 For any planned, future measures, please include a description and provide the implementation timeline for these measures.



	B. Demand Forecast, Revenue and Margin
	2.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-2 (Amended Application), Section 1.3, pp. 7, 25  Demand Forecast, Revenue and Margin
	2.1 Please provide an update on the timing for commencement of the RECAP and an estimate of the incremental volumes and the expected year in which they will materialize.
	2.2 Please provide a breakdown of the incremental 2020 and 2021 volumes for each of the new customers identified in the preamble.

	3.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-2, Section 2.1, p. 23  Demand Forecast, Revenue and Margin
	3.1 Please provide a table in the same format as Table 9 that compares the actual 2019 deliveries with the forecast 2020 deliveries for each customer class. Please also provide an explanation for any significant variances between the actual 2019 deliv...

	4.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-2, Section 2.1.1, pp. 23-24; Section 2.1.2, p. 24 Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd. Application for Acceptance of 2019 Consolidated Resource Plan and for Accepta...
	4.1 Please reconcile the forecast deliveries for 2020 and 2021 in Table 9 of the Amended Application for the residential and small commercial customers with the data contained in Table 10 and 11, respectively.
	4.2 Please explain whether the 2020 and 2021 forecast residential UPA included in the Revenue Requirements Application (RRA) have been updated to include the impact of Clean BC noted in PNG’s 2019 Consolidated Resource Plan. If yes, please discuss how...
	4.3 Please explain the pros and cons of using the residential and small commercial forecasting methodology used in PNG’s 2019 Consolidated Resource Plan versus the one used in the 2020-2021 RRA.
	4.3.1 Please provide an analysis of the performance of both the forecasting methods by comparing the actual versus forecasted UPA and customer additions for the residential and small commercial customers for the 2015-2019 period.

	On page 24 of the Amended Application, PNG states:
	4.4 Please explain why the actual UPA for 2017 provided in Table 10 (72 GJ) of the RRA is different from the actual UPA for 2017 provided in Figure 26 of PNG’s 2019 Consolidated Resource Plan (66.7 GJ).
	4.5 Please explain how the UPA provided in PNG’s 2019 Consolidated Resource Plan impacts the linear trend of customer use, forecast residential UPA and deliveries for 2020 and 2021.

	5.0 Reference: DEMAND FORECAST, REVENUE AND MARGIN Exhibit B-2, Section 2.1.3.3, p. 23 Industrial Deliveries and Margin
	5.1 As presented in Table 9 of the Amended Application, BC Hydro actual deliveries have ranged from 14,567 GJ to 349,273 GJ for the period 2016 to 2019, indicating BC Hydro operated this generation facility more frequently in some years. Please explai...
	5.1.1 Based on the years that BC Hydro operated its generation facilities as a back-up facility please explain how the 24,000 GJ demand was calculated.

	5.2 Please discuss the probability that BC Hydro annual demand profile for Prince Rupert generating station will be greater than 24,000 GJ in 2020 and 2021.
	5.3 Please discuss whether BC Hydro has confirmed to PNG that it will continue to operate the Prince Rupert generating facility on a standby basis in 2020 and 2021 and that 24,000 GJ is their maximum demand when its generating station is operated on a...


	C. Cost of Gas
	6.0 Reference: COST OF GAS Exhibit B-2, Section 2.2.3, pp. 29-33; Appendix B, p. 4; PNG-West’s 2018-2019 RRA proceeding, Exhibit B-3, BCUC IR 55.16, Exhibit B-1-1, Appendix B, p. 8  Unaccounted for Gas
	6.1 Please discuss any specific reasons why there have not been offsetting gains and losses in UAF gas in 2015 to 2019 as compared to the 2004 to 2014 time period.
	6.2 Please explain how the UAF loss percentages on PNG-West’s system compares with other gas utilities with similar systems to PNG.
	6.3 Please provide the actual UAF losses, total deliveries, the UAF losses as a percentage of deliveries and the value of UAF losses for each year between 2004 and 2019.
	6.4 For each year of the five-year period from 2015-2019, please explain the reasons for the UAF losses. In your response, please also explain how each of the primary drivers of the UAF volumes affect UAF losses for that year.
	6.5 Please discuss how each of the primary reasons for gas loss discussed on page 29 of the Amended Application contribute to UAF gas for PNG, with specific reference to how they relate to the primary drivers for UAF gas volumes on the PNG system in T...
	6.6 Please provide a graph consistent with the figure above for the actual 12-Month Running Total UAF (% of deliveries) for the 2015-2019 period.
	6.7 Please provide the UAF losses borne by PNG’s shareholders and the benefits related to UAF for PNG’s ratepayers for each year between 2015 and 2019.
	6.8 Please explain whether PNG has implemented any of the measures discussed above to improve the accuracy of its customer information or estimate of unbilled estimates. If yes, please discuss the results.  If not, please explain why not.
	6.9 Please identify measures that other utilities or industry players undertake to mitigate UAF losses and discuss whether these measures are applicable to the PNG system.
	6.10 Please explain why the theorical and practical floor for UAF on PNG-West’s system has changed from “0.68 and 1.0 percent” discussed in the preamble above to the ± 1.13 and ± 1.5 provided in the Amended Application.

	7.0 Reference: cost of gas Exhibit B-2, Section 2.2.3, pp. 29-33 Unaccounted for Gas – Unbilled Estimate
	On page 32 of the Amended Application, PNG states:
	7.1 Please explain in detail how PNG calculates the unbilled estimate of monthly and bi-monthly billed customers.
	7.2 Please explain what factors could lead to actual loss of gas from when the meters are read to when the unbilled estimate is calculated.
	7.3 Please explain the statement identified in the preamble that “the remainder is due to the inability of the unbilled estimation algorithm.”
	7.4 Please discuss how PNG utilizes heating degree days to forecast the volume of gas delivered.
	7.5 How many customers have the meters read in one of the eight cycles rather than at the end of the calendar month?
	7.5.1 Please elaborate on how PNG performs meter reading and billing for these customers, and how frequently is this process carried out.

	7.6 Please explain whether an increase in the frequency in meter readings would improve the calculation of the unbilled estimate. Please explain the pros and cons of increasing the frequency of meter readings.
	7.7 Please explain if the errors in unbilled estimates create offsetting UAF gas gains and losses. If they create both gains and losses, please elaborate on why this is contributing factor to overall UAF losses. If they only create losses, please expl...
	7.8 Please confirm whether PNG has corrected how the unbilled DOS are reported that led to the one-time impact on UAF volumes recorded in 2016.
	7.9 If the “trend in UAF after December 2016 has returned to within historic boundaries”, please explain what has changed to warrant the increase in UAF loss percentage since December 2016.
	7.10 Please identify and discuss any solutions available to PNG to reduce the errors in the unbilled estimate of monthly and bi-monthly billed customers. Please discuss the pros and cons associated with these solutions and why they have not been imple...

	8.0 Reference: COST OF GAS Exhibit B-2, Section 2.2.3, p. 31 Unaccounted for Gas – Measurement Error, Linepack Error and Blowdown and Venting Estimates
	8.1 Please elaborate on what is meant by Linepack error and Blowdown and Venting Estimates, how these are estimated and how they impact UAF losses.
	8.2 For each of the blowdown and venting estimate error, measurement error and linepack error presented in Table 15, please explain if these drivers create offsetting UAF gas gains and losses. If they create both gains and losses, please elaborate on ...


	D. OPERATING EXPENSES
	9.0 Reference: OPERATING EXPENSES Exhibit B-2, Section 2.3, p. 34 Operating Expenses
	9.1 Please revise Table 16 to show the gross operating expenses before the shared service cost recoveries from Pacific Northern Gas (N.E.) Ltd. (PNG(NE)) and provide an explanation for any significant variances for 2018 and 2019 (Decision and Actual) ...

	10.0 Reference: OPERATING EXPENSES
	Exhibit B-2, Section 2.3.1, pp. 35, 38. Account 665 – Pipelines
	10.1 Please provide a breakdown of the 2018 and 2019 (forecast and actual), and Test Year 2020 and 2021 Account 665 – Pipeline costs for the following categories: ILI Tool runs, investigative digs and repairs, third party system integrity costs, costs...
	10.1.1 Please elaborate on the management system developed and the activities to transition the strategy from reactive to proactive in nature.
	10.1.2 Please provide a breakdown of the actual 2018 and 2019 and forecast 2020 and 2021 and beyond costs associated with developing the management system between third-party expertise costs and other costs.
	10.1.3 Please elaborate on the benefits realized as a result of the activities completed to date and the expected future benefits.


	11.0 Reference: Operating Expenses Exhibit B-2, Section 2.3.1 p. 35 Account 665 – Pipelines – Integrity Management Plan
	11.1 Please provide PNG’s Integrity Management Plan.
	11.1.1 Please elaborate how compliance to this plan and related codes, standards and regulations have impacted test year pipeline operating expenses. For example, have there been changes to the codes and standards, or have pipelines been recently iden...

	11.2 Please discuss any risks associated with delays to the timing of execution of these pipeline integrity activities.

	12.0 Reference: Operating Expenses Exhibit B-2, Section 2.3.1 p. 36 Account 665 – Pipelines – Transmission Integrity Management Plan
	12.1 Please provide PNG’s Transmission Integrity Management Plan (TIMP).

	13.0 Reference: Operating Expenses Exhibit B-2, Section 2.3.1 p. 36-37 Account 665 – Pipelines – ILI Tool Runs and Investigative Digs
	13.1 Please provide additional information regarding the process to obtain quotes. Specifically, please address whether it is an open bidding process or whether PNG invites pre-qualified vendors to submit pricing.
	13.1.1 Does PNG have capacity to complete the ILI runs using internal resources? If not, please discuss if PNG has assessed the feasibility of doing so.

	13.2 Please discuss the specific activities and costs for the ILI tool runs and investigative digs that are capitalized and expensed and the rationale for the accounting treatment.
	13.3 Please provide the following information in table format for each year (decision and actual) between 2015 and 2019 and forecast 2020 and 2021:
	13.3.1 Please provide an explanation for any significant variances between forecast and actual costs (and number of cut outs and digs) and any significant increases year over year that are not already provided in the Amended Application.

	13.4 Please clarify how the forecast operating expenditures for investigative dig activities are determined.

	14.0 Reference: Operating Expenses Exhibit B-2, Section 2.3.1 p. 38 Account 665 – Pipelines – System Integrity Support and Geohazard Identification and Management
	14.1 Please elaborate on the type of third-party system integrity support PNG is seeking (e.g. risk assessment, material expertise, data analysis, etc.).
	14.1.1 Please provide historical actual system integrity and geohazard risk management support costs from third parties (five year).


	15.0 Reference: Operating Expenses Exhibit B-2, Section 2.3.1 p. 38 Account 665 – Pipelines – Right of way clearing
	15.1 Please clarify the portion of right of way clearing attributed to contractor costs.

	16.0 Reference: OPERATING EXPENSES
	Exhibit B-2, Section 2.3.2, pp. 38–39 Account 666 – Compressors
	16.1 Please provide the methodology for deriving the forecast cost in the Test Period.
	16.2 Please clarify when this testing activity was last performed on the R1 Compressor and why the R1 compressor was selected for this pressure testing in Test Year 2020.
	16.3 Please provide the analysis undertaken (both qualitative and quantitative), if any, on the selection of this new technology (GRAID) for the pipework inspection, including any alternative considered.
	16.4 Please clarify what portion of the total forecasted Compressor operating costs for Test Year 2021 is made up by this robotic inspection project.

	17.0 Reference: OPERATING EXPENSES Exhibit B-2, Section 2.3.5, pp. 40-41 Account 685 - New Staff Positions
	17.1 For each management new position, please provide the actual/expected start date, annual salary and the forecast cost for 2020 and 2021.
	17.2 Please explain if the forecast costs associated with the new hires have been prorated to account for the expected start dates. If not, please explain why not and propose any adjustments to account for the expected start dates.
	17.3 Please confirm, or explain otherwise, that the new management positions are full-time.
	17.4 Please provide the amount of digital data mapping and GIS project costs included in Decision 2019 and confirm, or explain otherwise, that these costs are not included in Test Year 2020.
	17.5 Please discuss how PNG will reduce its reliance on temporary employees, summer students, and contractors and quantify the cost savings associated with this by account for Test Year 2020 and 2021.

	18.0 Reference: OPERATING EXPENSES Exhibit B-2, Section 2.3.7, pp. 44, 90–91, 102, 111, Table 35; Tab 1, p. 3; Section 2.13.1.1.1, p. 102; Section 2.13.1.1.2, p. 111  Account 711/713/714 – New CIS System
	18.1 Please discuss the alternatives to the implementation of the new CIS system that were considered, the pros and cons of the alternatives, and why they were ultimately rejected.
	18.2 Please elaborate on why PNG is reliant on UnionGas using the Banner CIS system and discuss any risks or issues associated with maintaining PNG’s existing CIS system.
	18.3 For the new CIS system, please provide a breakdown of the total costs, costs allocated to PNG (consolidated) and costs allocated to PNG-West, PNG(NE) FSJ/DC and PNG(TR) by year, by operating and capital costs and by account number.
	18.3.1 Please elaborate on why customer count was selected as the basis of allocating costs to PNG (consolidated) for the new CIS system identify any alternatives that were considered.
	18.3.2 Please provide the expected annual ongoing costs for the new CIS system.

	18.4 Considering the system is expected to go live April 2021, please confirm or explain otherwise that there are no annual license fee costs allocated to PNG in Test Year 2020.

	On page 44 of the Amended Application PNG submits:
	18.5 Please elaborate on how the new CIS system will allow the sharing of common costs, more efficient use of resources and the opportunity to align business practices. For each of these items, please provide the estimated annual costs savings and the...
	18.5.1 Please discuss any other financial benefits PNG expects to realize from the new CIS system and the anticipated timing of these benefits.

	18.6 Please identify the relevant factors that should be considered from PNG’s perspective in the treatment of data extraction costs for the purpose of capitalizing intangible assets in accordance with US GAAP.
	18.7 Please explain why data extraction costs are expected to be incurred in both Test Year 2020 and 2021.


	E. Administrative & General Expenses
	19.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5, pp. 49–50 Administrative & General Expenses
	19.1 Please provide Table 18 revised to show the gross administrative and general expenses before the shared service cost recoveries from PNG(NE), including explanations for any significant variances that are not already provided in the Amended Applic...
	19.2 Please provide a breakdown of Account 721 – Administration costs presented in Table 18 for 2015, 2016, 2017, 2018 and 2019 actual and 2020 and 2021 forecast using the same categories as presented in Table 19.

	20.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.1, pp. 51–53, Table 21  Account 721 – JDE Accounting System
	20.1 Please discuss the alternatives to the implementation of the new JDE system that were considered, the pros and cons of the alternatives, and why they were ultimately rejected.
	20.2 Please provide the expected benefits and cost savings PNG will realize as a result of this new JDE system. Please quantify the annual cost savings by category and identify the year in which these savings will be realized.
	20.2.1 Please explain the methodology for allocating costs to PNG for the JDE accounting system.
	20.2.2 Please provide the expected start and completion date of each phase of the JDE accounting system project.

	20.3 Considering the activities taking place in the third phase, please confirm, or explain otherwise, that PNG will only share the costs associated with converting the Chart of Accounts.
	20.3.1 If not confirmed, please provide a breakdown of the activities and the associated costs allocated to PNG.

	20.4 Please provide a copy of the Shared Services Agreement related to the JDE system.
	20.5 Please explain why PNG is expected to be allocated most of the capital costs incurred for phase two.
	20.6 Please explain how the 34 percent allocation of the phase four capital costs was derived and why the allocation method is considered reasonable.
	20.6.1 Given that the JDE implementation consists of three phases, please clarify what costs and activities are involved with phase four.

	20.7 Considering AltaGas Ltd. is providing services through to June 30, 2020, please explain why JDE licences costs were incurred in 2019.

	21.0 Reference: ADMINISTRATIVE AND GENERAL EXPENSES Exhibit B-2, Section 2.5.1, pp. 54, 50 Account 721 – New Payroll System
	21.1 Please discuss the alternatives to the implementation of the new payroll system that were considered, the pros and cons of the alternatives, and why they were ultimately rejected.
	21.1.1 Please elaborate on the reasons why UltiPro was considered the best solution for ACI from a cost, financial return, timing, IT, and strategy perspective.

	21.2 Please provide a breakdown of the total costs for the new payroll system, costs allocated to PNG and costs allocated to PNG-West, PNG(NE) FSJ/DC and PNG(NE) TR by phase, year and by account number.
	21.3 Please confirm that Test Year 2021 forecast costs include costs other than the monthly charges and explain the nature of the additional costs.
	21.3.1 If not confirmed, please explain why the increase from Test Year 2020 to 2021 appears greater than a full year of implementation costs plus inflationary cost increases.

	21.4 Please confirm or explain otherwise, that all costs associated with this new payroll system are being allocated to PNG, among other “sister utilities”, based on the number of employees and retirees in each entity.
	21.4.1 Please confirm, or explain otherwise, that only PNG, AUI and HGL will be implementing this new payroll system.

	21.5 Please discuss the expected benefits and cost savings to be realized from the new payroll system, including the anticipated timing of these benefits/cost savings.  Please quantify any expected financial benefits by year. If no financial benefits ...

	22.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.2, p. 56; PNG-West 2018-2019 RRA proceeding, Exhibit B-1-1 (Amended Application), p. 45;  Consulting Fees
	22.1 Please prepare a table that includes the consulting fees by specific account (including 722, 721 and other accounts with consulting fees) for the following time periods: decision 2015, 2016, 2017, 2018, 2019, actual 2015, 2016, 2017, 2018, 2019 a...
	22.1.1 Based on the table prepared above, please provide an explanation for any significant variances between decision and actual for each year and significant changes in actual (or forecast for 2020 and 2021) amounts year over year.

	22.2 Please explain how the forecast 2020 and 2021 consulting fees for Account 722 were estimated.
	22.3 Please discuss the benefits and cost savings that have been/will be obtained for each of PNG’s ratepayers and its shareholder as a result of the work performed by consultants on business development and government relations. Please provide the ac...
	22.4 Please identify any changes in circumstances in 2020 as compared to previous years in the areas of climate change policies and initiatives and the proposed federal clean fuel standards that contribute to the increase in consulting costs in 2020.
	22.5 Please discuss if PNG intends on using consultants for business development and government relations activities on an ongoing basis.
	22.6 Please identify and discuss any work associated with business development and government relations that is undertaken by PNG’s parent company, ACI, and if this work has been factored into the shared services cost allocation to PNG.

	23.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.1, p. 55 IT Contractors
	23.1 Please provide a timeline for the transition to the Microsoft 365 Platform, including when the transition is expected to commence and be completed.
	23.2 Please provide a schedule of historic and forecast costs broken down by year and between capital and operating costs for the transition to Microsoft 365 Platform.
	23.3 Please provide a description of the activities that will be undertaken by the contractor in 2021 in relation to the transition.

	24.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.1, p. 55 Office Rent
	24.1 Please provide the annual base rent for PNG’s previous Vancouver office and the base rent for the new office space effective October 2019.
	24.2 Please describe the improvements that were required to the leased premises and discuss what tenant improvement projects were used for the comparison of the square foot costs for tenant improvement projects.

	25.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.1, p. 55 Other Administrative Expenses
	25.1 Please elaborate on the anticipated cost fluctuations that result in the forecast cost increase of $143,000 in 2020.
	25.2 Please provide a breakdown of the Test Year 2020 increase of $143,000 over Decision 2019 and actual 2019 costs and provide an explanation for any significant variances.

	26.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.3, p. 57 Insurance
	26.1 Please provide a breakdown of the actual 2019 and forecast 2020 and 2021 insurance costs, including a category for the property insurance premiums.
	26.2 Please identify and discuss any increases in insurance costs that are related to the new ownership of PNG by ACI rather than AltaGas Ltd.

	27.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.4, pp. 61, 114 Employee Benefits
	27.1 Please explain why pension costs are expected to be lower for non-bargaining unit employees in Test Year 2021 compared to Test Year 2020.
	27.2 Please provide a copy of this actuarial pension valuation report as at December 31, 2019 once it is made available.

	28.0 Reference: ADMINISTRATIVE & GENERAL EXPENSES Exhibit B-2, Section 2.5.5, p. 61; Tab 1, p. 5 Account 728 – General
	28.1 Please provide the Actual 2018 and 2019 Account 728 costs with the disallowed costs removed.

	29.0 Reference Administrative & General Expenses Exhibit B-2, Section 2.5.1, p. 50, Table 20 Shared Corporate Services Costs
	29.1 Please provide the 2019 actual Shared Corporate Services costs for Table 20. Provide explanations for any significant variances from the Decision 2019 costs.
	29.2 Please explain whether ACI uses actual or forecast costs in the allocation of the Shared Corporate Service costs.  If forecast costs, discuss how the risks of over/under forecasting are managed.

	30.0 Reference Administrative & General Expenses Exhibit B-2, Section 2.5.7.1, p. 63; Appendix B, pp. 2, 4-5 Shared Corporate Services Costs – Impact of Full Recovery
	30.1 Please provide additional details on the incremental near-term volume referenced in the preamble, specifically the customer, forecast incremental volumes and margin and the test year in which the incremental volumes/margin will be realized.
	30.2 With reference to the expected timing for the realization of the incremental volumes resulting from the RECAP as provided in response to IR series 2 above, please elaborate on why PNG considers it appropriate to seek full recovery of the ACI Corp...
	30.3 Please identify and discuss any other factors and changes in circumstances, beyond utilization of the capacity on the PNG-West system, that were considered when deciding to seek full recovery of the ACI Corporate Shared Services Charge in the cur...

	31.0 Reference:  Administrative & General Expenses Exhibit B-2, Section 2.5.7.1, p. 64 Shared Corporate Services Costs – Deferral Account
	31.1 Please clarify if PNG is seeking to establish this deferral account and record a portion of Shared Corporate Services costs for the Test Period only, or if PNG plans to seek approval to record future costs beyond the test period in this deferral ...
	31.2 Please provide an estimate for when PNG expects to commence amortization of the deferral account, with a rationale for the estimate provided, and the estimated amortization period.
	31.3 Please provide the incremental revenue deficiency/sufficiency and rate impact for Test Years 2020 and 2021 based the following scenarios:
	31.4 Under a scenario where the Shared Corporate Services costs deferral account is approved by the BCUC and the expected, incremental customer volumes on the PNG system do not materialize, please provide an estimate of the rate impact for PNG’s exist...
	31.5 Please discuss any issues associated with intergenerational inequity due to deferring Shared Corporate Services costs incurred in this Test Period to a future period.

	32.0 Reference: Administrative & General Expenses Exhibit B-2, Section 2.5.7.1, pp. 63-64; Appendix B, pp. 2, 4-5 Shared Corporate Services Costs – KPMG Report – Services and Allocation, p. 2 Methodology
	32.1 Please discuss any differences between the current methodology for allocating Shared Corporate Services costs from ACI to PNG and the methodology used by PNG’s former parent AltaGas Ltd.
	32.2 Please explain why EBITDA rather than revenues is used as one of the cost drivers for the MMF.  Please provide the incremental increase/decrease of the shared services cost allocation over the Test Period if EBITDA was replaced with revenues as a...
	32.3 For each of the benefits listed, please indicate how this directly or indirectly benefits PNG’s ratepayers.
	32.4 For each of the services that are being provided by ACI to PNG, please provide the cost of services from ACI, the previous cost of service from AltaGas Ltd.  Please provide the costs PNG incurred in 2011, pre-AltaGas Ltd. amalgamation, adjusted f...
	32.5 Please explain whether the ACI allocation methodology has been previously reviewed by any other energy regulator(s) in relation to the other utilities owned by ACI. If so, please provide relevant extracts from the regulatory Decisions.

	33.0 Reference:  Administrative & General Expenses Exhibit B-2, Appendix B, pp. 3, 11 Shared Corporate Services Costs – KPMG Report – Approach
	33.1 Please explain why KPMG was not requested to complete an audit or review of the underlying budgeted shared service cost pools or the estimate of fair value of shared services to be received by ACI.
	33.1.1 Please discuss the risks associated with using information that has not been audited nor reviewed.


	34.0 Reference:  Administrative & General Expenses Exhibit B-2, Appendix B, pp. 5-10 Shared Corporate Services Costs – KPMG Report – Estimated Fair Value
	34.1 For each Shared Corporate Service function, please provide the costs required in 2011, pre-AltaGas Ltd amalgamation. Adjust for inflation and compare to the 2020 KPMG Report estimate of the standalone employee and third party costs. Please provid...
	34.2 Please provide the total number of board members PNG required the services of in 2011, pre-AltaGas Ltd. amalgamation.  If less than seven, please provide justification for the additional board members.
	34.3 Please provide the average and median asset size of the “micro companies” per the Korn Report. Please compare to PNG’s asset size to the median and average and discuss any differences.
	34.4 Please use specific metrics (i.e. asset size, revenues, etc.) to justify why ACI and FortisBC are considered comparable to PNG as a standalone entity.
	34.5 Considering both ACI and Fortis BC amounts are lower than the Korn Ferry Report number, please comment on the validity of using the Korn Ferry Report to base the annual fees and retainers for Board of Directors for a standalone PNG.
	34.6 Please compare PNG’s costs for the executive management positions in 2011, pre-AltaGas Ltd. amalgamation, to the costs of FortisBC executive management positions in 2011.
	34.6.1 Considering the compensation paid by FortisBC to its CEO and CFO are lower than that estimated for PNG as a standalone entity, please justify the additional costs.

	34.7 Please provide a breakdown of the 2011 and 2020 accounting, tax and finance stand alone costs.
	34.8 Please elaborate on the duties that would be completed by the two additional accounting staff members. Discuss whether these positions were staffed in 2011, pre-AltaGas Ltd. amalgamation, and whether there were subsequent cost reductions as a res...
	34.9 Please explain whether PNG assumed the same level of services of a General Counsel in 2011, pre-AltaGas Ltd. amalgamation.  If not, please discuss why it is required now.
	34.10 Please provide the median General Council salary per the Mercer Survey and Robert Half Survey.
	34.10.1 Please compare the median General Council salaries in each of the surveys to that used in the KPMG Report, and comment on any differences.


	35.0 Reference Administrative & General Expenses Exhibit B-2, Section 2.5.7.2, p. 66; Tab 1, p. 6 Non-Regulated Services to Affiliates
	35.1 Please confirm whether the forecast cost recoveries in Test Year 2020 and 2021 are solely for non-regulated service (NRS) activities provided by PNG’s President and Director of Business Development.
	35.1.1 If not confirmed, please provide a breakdown of the PNG employees that performed NRS activities and the costs associated with each for 2020 and 2021.

	35.2 Please explain how PNG ensures there is segregation of NRS activities from regulated activities thereby mitigating any risk of cross subsidization.
	35.3 Please discuss whether there are cost recoveries for the use of PNG resources, facilities, or general overhead as a result of the NRS activities. If so, please indicate where these cost recoveries are recorded in the financial schedules. If not, ...
	35.4 Please discuss the factors that contribute to forecast uncertainty for NRS activities. As part of the explanation, please comment on how forecasting NRS costs has changed as compared to the previous Test Period.
	35.5 Please explain whether the deferral account will only capture the difference between forecast and actual cost recoveries for NRS activities for Test Year 2020.
	35.5.1 If not, please discuss the estimated duration of the deferral account, and the amortization period.

	35.6 Please provide the interest rate that will be applicable to the deferral account and the rationale for the rate proposed.


	F. Transfers to Capital (Capitalized Overhead)
	36.0 Reference: TRANSFERS TO CAPITAL (CAPITALIZED OVERHEAD) Exhibit B-2, Section 2.6, pp. 69-70, Table 27 Transfers to Capital
	36.1 Please confirm or explain otherwise that the 2019 actual overhead % as a percent of capital expenditures is lower than the decision 2019 % as a result of the increased actual capital expenditures as compared to decision.
	36.2 Please discuss if PNG conducts an assessment of the actual time spent and costs associated with corporate and management salary and benefits costs, support staff labour and benefit costs and field staff benefit costs, in order to assess the reaso...
	36.3 For Test Years 2020 and 2021, 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...
	36.4 With reference to the table on historic and forecast contractor costs provided in response to BCUC IR 36.1 above, please provide the amount of any corresponding decrease in contractor costs for 2020 and 2021 in relation to the plan to make greate...


	G. Property Taxes
	37.0 Reference: PROPERTY TAXES Exhibit B-2, Section 2.7, p. 71 Property Taxes
	37.1 Please reconcile the inflationary increase of 2 percent in 2020 to the table in the preamble.


	H. Deferral Accounts
	38.0 Reference Deferral Accounts Exhibit B-2, Section 2.9, pp. 74-75. Amortization – Net Salvage and Removal
	38.1 Please explain how the 2020 and 2021 forecast amounts are derived.

	39.0 Reference Deferral Accounts Exhibit B-2, Section 2.9, p. 75; Tab 2, pp. 19-20 Amortization – Demand Side Management
	39.1 Please confirm or explain otherwise, that PNG defers all of its DSM expenditures to the DSM regulatory account.

	40.0 Reference Deferral Accounts Exhibit B-2, Section 2.9, p. 78 PLP Project Amendment Sharing
	40.1 Please provide an update on the status of the PLP project and identify any forecast 2020 and 2021 costs associated with the PLP project.

	41.0 Reference Deferral Accounts Exhibit B-2, Section 2.9, p. 78 Amortization – Resource Plans
	41.1 Considering the Consolidated Resource Plan was prepared and subsequently filed in October 2019, please explain why no additions were included for 2019.

	42.0 Reference Deferral Accounts Exhibit B-2, Section 1.3, p. 7; Section 2.9, p. 78 Amortization – Option Fee Payment
	42.1 Please confirm, or explain otherwise, that the LNG Partners Option Fee Payment deferral account does not include payments for active contracts whereby the option fees may be required to be credited back to the other party.
	42.2 Please provide the rate impact for 2020 and 2021 in the absence of any amortization of the LNG Partners Option Fee Payment Deferral account.

	43.0 Reference Deferral Accounts Exhibit B-2, Tab 2, p. 19 Amortization – One Year Amortization Period
	43.1 For any deferral accounts that capture forecast and actual variances from the prior Test Period (in this case 2018 and 2019), please discuss the pros and cons of a one-year amortization period as compared to a two-year amortization period.
	43.1.1 Please provide the rate impact for 2020 and 2021 of applying a two-year amortization period to these deferral accounts.


	44.0 Reference Deferral Accounts Exhibit B-2, Tab 2, pp. 19-20; PNG-West 2018-2019 RRA proceeding, Exhibit B-3, BCUC IR 19.6.  Management Fee Deferral
	44.1 Please clarify the nature of this deferral account and comment on any changes in cost pools or cost pool allocators from the prior Test Period.

	45.0 Reference Deferral Accounts PNG-West Division 2018-2019 RRA (PNG-West - 2018-19 RRA –) Order  G-151-18; PNG-West - 2018-19 RRA –Compliance Filing dated September 14, 2018  Compressor Engine Overhaul Costs
	45.1 Please confirm, or explain otherwise, that PNG is depreciating the compressor engine overhaul costs over a period of five years.


	I. Shared Services Recovery from PNG(NE)
	46.0 Reference: SHARED SERVICES RECOVERY FROM PNG(NE) Exhibit B-2, Section 2.11, pp. 81, 86, 89, 91; PNG-West 2018-2019 RRA proceeding, Exhibit B-3, BCUC IR 39.2. Shared Services Recovery from PNG(NE)
	46.1 Please explain if there have been any changes in circumstances for PNG and PNG(NE) since Decision 2013 that justify a review of the shared services methodology. If yes, please discuss the change in circumstances. If not, please provide an explana...
	46.2 Please provide an estimate of the time and costs associated with conducting a review of the shared services methodology.
	46.3 Please provide the amount, if any, of the Maximo sustainment costs incurred in 2019.
	46.4 Please clarify whether inflationary cost increases were applied on all costs in this cost pool, including any on-off costs.
	46.5 Please recreate the table above for each of 2018 and 2019 actuals and Test Years 2020 and 2021 forecasts.


	J. Rate Base
	47.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 97 2020 Planned – Recurring Capital Expenditures – Investigative dig cut-outs
	47.1 Please provide additional information regarding the proposed cut-outs, including: (i) location of cut-outs, (ii) length of replaced pipe, (iii) diameter of pipe, and (iv) existing pipe anomalies identified.

	48.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 97 2020 Planned – Recurring Capital Expenditures – Unspecified mainline repairs
	48.1 Please provide the unspecified mainline repairs costs for actual and decision 2015 to 2019 and forecast 2020 and 2021.
	48.2 In addition to potentially assessing the five-year average expenditure for this type of work, please describe how PNG has forecast the costs associated with unspecified mainline repairs for 2020 and 2021.
	48.3 Please quantify or provide specific examples of the upward pressure on timeliness and scope that PNG has experienced with respect to its unplanned repairs.
	48.3.1 Please elaborate whether upward pressure on scope of unspecified mainline repairs may exceed PNG’s ability to complete the repair scope within the test year.  Please discuss any strategies PNG has implemented to mitigate this risk.


	49.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, pp. 98-99 2020 Planned – Non-Recurring Capital Expenditures – Transmission Mainline Repairs and Assessments
	49.1 Please elaborate on and discuss the risks associated with SCC for PNG’s pipelines and any risks associated with delays in completing work scheduled for transmission mainline repairs and assessments.
	49.2 Please clarify how the recommendations made in the TSB’s pipeline transportation safety advisory letter (617-02/19) have impacted PNG’s approach to integrity management. Please discuss whether PNG has identified the SCC-susceptible pipeline segme...
	49.3 Please elaborate on the technology changes which have allowed PNG to increase implementation of in-line inspections (ILI).  Specifically discuss the range of PNG transmission pipeline diameters which have become suitable for ILI as a result of te...
	49.3.1 Please discuss the changes to associated regulatory standards which have resulted in PNG’s expanded use of ILI.

	49.4 Please confirm whether ILI execution is typically completed on a regular frequency.
	49.4.1 If yes, please discuss criteria used to established frequency interval for ILI execution. If no, please explain.

	49.5 Please elaborate on whether PNG expects to incur capital costs associated with the retrofit of transmission pipeline segments in order to make them ILI compatible.
	49.6 Please elaborate how PNG forecasts the costs for this type of work and quantify the variable cost adjustments associated with pipeline segment length, terrain, area remoteness, etc.
	49.6.1 Please discuss any strategies PNG has implemented to reduce the costs associated with ILI runs.


	50.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, pp. 99-100 2020 Planned – Non-Recurring Capital Expenditures – Salvus to Galloway Remediation
	50.1 Please provide an update on the expected filing timeline for the CPCN application with the BCUC and any other regulatory applications that are required e.g. permits and/or environmental assessment applications.
	50.2 Please provide the alternatives that are available for the Salvus to Galloway Remediation project, the pros and cons and total costs associated with each alternative and ultimately why they were not proposed.
	50.3 Please identify any risks associated with delays to the timing of execution of the planned capital activities for this project.
	50.4 Please list the significant project execution risks PNG has identified regarding this project. Please discuss any mitigation measures proposed to address these identified risks.
	50.5 Please provide any preliminary feasibility reports, risk assessment reports, engineering reports, costing reports completed regarding this project.
	50.6 Please provide a table with the forecast and actual (where applicable) capital costs for each year with project expenditures, including years other than the 2020 and 2021 test period. Please provide a summary of the scope of work expected to be c...
	50.7 Please provide detailed information regarding the extent of the metal loss and dent integrity features identified in 2018. Please elaborate under which section of the CSA Z662 standard is this segment of pipe considered non-compliant.
	50.7.1 Please confirm whether or not PNG has been directed by any regulatory authority (e.g. BC OGC) to complete any of the remediation work being proposed.

	50.8 Please clarify whether the decision to file a CPCN application with the BCUC for this project was made due to the capital cost estimate for the project, the scope of the project, a public interest component of the project, and/or some other crite...
	50.9 Please confirm the level of scope definition (cost estimate class) for the forecasted 2020 and 2021 costs included in the RRA for this project.
	50.10 Please discuss whether the potential outcome of the RECAP process could have an impact on the scope of work for this remediation project.  Specifically, would the reactivating and reinforcing project activities envisioned as part of the RECAP pr...

	51.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 100 2020 Planned – Non-Recurring Capital Expenditures – Compressor Station Upgrades
	51.1 Please discuss any risks associated with delays to the timing of execution of the planned capital activities for this project in both 2020 and 2021.
	51.2 Please elaborate how PNG prioritizes the various compressor station upgrade activities. Has PNG developed a plan to guide decision making regarding execution of these upgrade activities for 2020 and 2021 and beyond?
	51.3 Please clarify whether the safety and maintenance issues that the installation of new isolation valves at R3 will address. Please provide additional detail regarding the scope and schedule of this work.  Please elaborate on the alternative soluti...

	52.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 100 2020 Planned – Non-Recurring Capital Expenditures – LNG Canada Let Down Station #1
	52.1 Please provide a schedule of project milestones, including preliminary engineering design initiation, large equipment procurement, BCUC CPCN application submission, construction completion, commissioning and gas delivery. Please also include the ...
	52.2 Please discuss any risks associated with delays to the timing of execution of the planned capital activities for this project.
	52.3 Please list the significant project execution risks PNG has identified regarding this project. Please discuss any mitigation measures proposed to address these identified risks.
	52.4 Please provide any preliminary feasibility reports, risk assessment reports, engineering reports, costing reports completed regarding this project.
	52.5 Please clarify over how many years this multi-year project is expected to extend. Please provide a table with the forecast and actual (where applicable) capital costs for each year with project expenditures, including years other than the 2020 an...
	52.6 Please clarify whether the decision to file a CPCN application with the BCUC was made due to the capital cost estimate for the project, the scope of the project, a public interest component of the project, and/or some other criteria.

	53.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 101 2020 Planned – Non-Recurring Capital Expenditures – Geographic Information System (GIS)
	53.1 Table 3 in the 2018-2019 PNG West RRA decision0F  includes a breakdown of the consolidated GIS costs allocated to each division and the allocator. Please provide a revised table that also includes columns for actual 2018 and 2019 costs and foreca...
	53.2 Please clarify what is the estimated ongoing annual costs of maintaining an accurate GIS system in future years.

	54.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, pp. 101-102 2020 Planned – Non-Recurring Capital Expenditures – High Voltage Alternating Current Mitigation
	54.1 Please provide a table with the forecast and actual (where applicable) capital costs for each year with project expenditures, including years other than the 2020 and 2021 test period. Please provide a summary of the scope of work expected to be c...
	54.2 Please elaborate which utility or company is responsible for the installation of the high-voltage power line.
	54.3 Please clarify PNG’s standard practices with respect to the installation of high-voltage power lines in proximity to its pipelines.
	54.4 Has PNG pursued, received or expects to receive any compensation for having to mitigate the induced voltage on its pipeline?

	55.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, pp. 102, 103 and 110 2020 and 2021 Planned – Non-Recurring Capital Expenditures – MP 195.9 Exposed Pipe Lowering and MP 297 Exposed Pipe Remediation and MP 208 Rock Armouring
	55.1 For each of the MP 195.9 Exposed Pipe Lowering, the MP 297 Exposed Pipe Remediation and the MP 208 Rock Armoring projects, provide the total project costs by year and the scope of work to be completed in each year.

	56.0 Reference RATE BASE Exhibit B-2, Section 2.13.1.1.1, p. 102. 2020 Planned – Non-Recurring Capital Expenditures – Information & Data Management Systems – Management of Change
	56.1 Please elaborate on the MOC initiatives and the activities to update the current MOC system.
	56.2 Please provide a breakdown of the total project costs by year and between expenses and capital costs.

	57.0 Reference: RATE BASE Exhibit B-2, Section 2.13.1.1.1, pp. 98, 107  2020 and 2021 Planned – Non-Recurring Capital Expenditures – Computer Hardware/Software
	57.1 Please identify the 2020 and 2021 computer hardware/software capital expenditures that relate to specific projects.

	58.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 105 2021 Planned – Recurring Capital Expenditures – Mobile/Heavy Equipment
	58.1 Please provide a breakdown of the decision and actual 2015 to 2019 and forecast 2020 and 2021 Mobile/Heavy equipment costs between mobile and heavy equipment purchases.
	58.2 Please discuss any risks associated with delaying the planned 2020 and 2021 heavy equipment purchases.
	58.3 Please discuss if PNG’s vehicle replacement criteria include mobile equipment and if so, the specific criteria that are applicable.

	59.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 108 2021 Planned – Non-Recurring Capital Expenditures – Transmission Mainline Repairs and Assessments
	59.1 Please provide the length (km) of the ILI runs planned for 2021.
	59.2 Please elaborate on the scope of the Final Report deliverable. Please provide a breakdown of the Final Report costs forecasted in the table above. Please provide a sample report from a recent EMAT ILI Run.

	60.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 109 2021 Planned – Non-Recurring Capital Expenditures – Compressor Station Upgrades
	60.1 Please clarify whether further upgrades, besides those activities listed in this RRA, are necessary to keep the R1 facility in a safe operating condition.
	60.2 Please elaborate on the replacement of gas actuated valves activity. Has this upgrade activity been mandated by a regulatory authority as part of an emission reduction effort?
	60.3 Please provide in table format the decision and actual capital and operating costs related to Compressor Station Upgrade projects for years 2015 to 2019, with an explanation for any variances.

	61.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 110 2021 Planned – Non-Recurring Capital Expenditures – New/Replacement Tools and Equipment
	61.1 Please elaborate on the impact the purchase of a pumpdown compressor will have on PNG’s annual unaccounted for gas estimates, if any.

	62.0 Reference RATE BASE Exhibit B-2, Section 2.13.1.1.2, p. 111. 2021 Planned – Non-Recurring Capital Expenditures – Information & Data Management Systems – Synergi Gas
	62.1 Please discuss the alternatives to current modelling system that are being considered and the pros and cons of each.
	62.2 Please discuss the modelling system favoured by PNG’s industry peers.
	62.3 Please discuss the risks with maintaining PNG’s existing modelling system, the age of the current system and its estimated useful life.
	62.3.1 Please provide the expected cost savings PNG will realize as a result of this system.


	63.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 111 2021 Planned – Non-Recurring Capital Expenditures – Piping Modification for Gas Blowdown Reduction
	63.1 Please clarify the scope of piping modifications proposed in this capital expenditure activity, including the number of individual piping modifications that are forecasted to be completed in this test year.

	64.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 112 2021 Planned – Non-Recurring Capital Expenditures – High Voltage Alternating Current Mitigation
	64.1 Please clarify the overall schedule for both the Kitimat and Telkwa Pass induced AC mitigation projects and the scopes of work forecasted to be completed in 2020.
	64.1.1 If the project schedules extend beyond 2020, please confirm the expected Capital Expenditures and scopes of work for each project in future years.


	65.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, pp. 112 and 113 2021 Planned – Non-Recurring Capital Expenditures – Port Edward Storage Bottle Removal and Methanex Lateral at Kitimat River Crossing Repair
	65.1 Please confirm the total project costs to complete this multi-year activity by year.

	66.0 Reference Capital Structure and Return on Capital  Exhibit B-2, Section 2.14.2, p. 118 Credit Rating
	66.1 Please provide PNG’s current credit rating, and comment on any changes in rating over the last five years.
	66.2 Please provide PNG’s credit rating reports for 2018 and 2019. Please file confidentially, as necessary.

	67.0 Reference Capital Structure and Return on Capital  Exhibit B-2, Section 2.9, p. 78; Section 2.14, p. 116; Section 3.2.1.4, p. 142; Section 3.2.2.4, pp. 149-150 Financing Costs
	67.1 Please provide a table with the approved and decision interest rate and debt balance for short term and long-term debt for each year between 2015 and 2019 and the forecast for 2020 and 2021.
	67.2 Please expand Table 41 to include the following information:
	 Columns for Decision 2015 to 2018
	 Rows for total short-term debt, long-term debt and return on common equity components of cost of service
	67.3 Please provide the actual short-term debt balance as a component of total debt for each year between 2015 and 2019.
	67.3.1 With reference to the information provided in the preceding IR response, please elaborate on why 5 percent of rate base is appropriate for the short-term debt component of the capital structure.

	67.4 With consideration of any changing economic conditions since the Amended Application was filed, please provide any updates to the forecast short-term and long-term interest rates and the resulting impact on the 2020 and 2021 cost of service that ...
	67.5 Please explain the measures PNG is taking to reduce the proportion of common equity from 63.83 percent in 2019 to the deemed equity of 46.50 percent in 2020 and 2021.
	67.6 Please discuss how PNG having a greater common equity component in its actual capital structure as compared to its deemed structure impacts the shareholder and ratepayers.  Include discussion on both the return on equity and interest expense.


	K. Proposed Rate Changes
	68.0 Reference Proposed Rate Changes  Exhibit B-2, Section 2.15.3, p. 120 RSAM Rate Rider
	68.1 Please explain whether the RSAM Rate Rider tracks variances of revenue in use per account as well as variances in number of customers. If not, why not.

	69.0 Reference Proposed Rate Changes  Exhibit B-2, Section 2.15.3, p. 120 Rates are Just and Reasonable
	69.1 Please elaborate on the market comparators and/or peers that were used to determine that PNG-West’s rates were competitive and discuss why these comparators were selected.

	70.0 Reference Proposed Rate Changes  Exhibit B-2, Section 2.15.6, p. 121; Tab 6, p. 5 Bill Comparison
	70.1 Please discuss whether PNG considers that the bill impact ranging between 11 and 13 percent for the residential and small commercial customers constitutes rate shock. If not, please discuss why not. If yes, please discuss any measures undertaken ...
	70.2 Please provide the bill impact for any other PNG-West customer class that exceeds ten percent. Discuss how PNG will address concerns for the bill impacts that are greater than ten percent.


	L. Capital Expenditure Reporting – Actual vs Decision
	71.0 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION Exhibit B-2, Section 3.1.1, p. 125 2018 Capital Expenditure Variance Analysis – Unspecified Mainline Repairs
	71.1 With reference to variances between historic actual and decision costs for unspecified mainline repairs, please discuss any issues associated with the current forecast methodology and whether PNG has considered developing the forecast based on sp...
	71.2 For each of the Ridley Island Cathodic Protection Improvements, Ridley Island Distribution Pressure Pipeline System Improvements and Ridley Island High Pressure Pipeline System Improvements, please discuss if these expenditures would have been re...
	71.2.1 If yes, for each of the three projects identified in the preceding IR, please discuss how the capital expenditures provide benefit to PNG’s overall transmission system and PNG’s ratepayers.
	71.2.2 If not, please discuss if a contribution in aid of construction was received in relation to the three projects identified above and if not, why not.

	71.3 What was the total cost for each of the three Ridley Island integrity improvement projects (Cathodic Protection, Distribution Pressure Pipeline System, High Pressure Pipeline System)?
	71.3.1 Please provide any engineering design, feasibility and risk assessment reports regarding these projects. If not included in these reports, please provide a schematic drawing or map to show scope boundary between the RIPET project and these thre...

	71.4 Please elaborate how the high-pressure pipeline system improvement scope of work described above was not directly associated with the RIPET service request.

	72.0 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION Exhibit B-2, Section 3.1.1, p. 128 2018 Capital Expenditure Variance Analysis – Compressor Station Upgrades (greater than approved by $685,000)
	72.1 Please elaborate on why the issues which led to the additional costs were not included in the original forecast.
	72.2 Please discuss any measures PNG has implemented in order to address the compressor station upgrade cost variances and how these have been factored into the Test Year 2020 and 2021 costs.

	73.0 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION  Exhibit B-2, Section 3.1.2, p. 130 2019 Capital Expenditure Variance Analysis – Carryforward Projects
	73.1 Please identify any measures that have been undertaken by PNG in its capital project planning and scheduling process to address timing issues with its capital projects.
	73.2 For each for the carryforward projects and CPCN projects identified in the preamble, please provide the forecast and actual total project costs.

	74.0 Reference: CAPITAL EXPENTIDURE REORTING – ACTUAL VS DECISION Exhibit B-2, Section 3.1.2, p. 132 2019 Capital Expenditure Variance Analysis – Structure Improvements
	74.1 Please provide further information to justify that the structure improvement costs are consistent with per square foot costs for tenant improvement projects.


	M. Cost of Service Reporting – Actual vs Decision
	75.0 Reference Cost of Service Reporting – Actual vs Decision Exhibit B-2, Section 3.2.2.1, p. 145 Account 685 – General Operations 2019 Variance
	75.1 Please confirm that the total 2019 costs previously budgeted as operating costs and subsequently capitalized are $529,000. If not confirmed, please provide details of any 2018 and 2019 costs that were previously classified as expense items and ha...
	75.1.1 Please confirm or explain otherwise that the 2019 costs were expensed and recovered in rates and clarify if these costs will subsequently be recovered through depreciation.

	75.2 Please describe the nature of the GIS-related costs that are referenced in the preamble.
	75.3 Please explain the reasons why the GIS-related costs and Maximo licensing costs were previously treated as expenses and why they are now being capitalized.
	75.4 Please provide the 2019 variance amount that is related to staff vacancies, the reasons for the staff vacancies and whether these vacancies have since been filled.

	76.0 Reference Cost of Service Reporting – Actual vs Decision Exhibit B-2, Section 3.2.2.1, p. 145 Account 725 – Employee Benefits 2019 Variance
	76.1 Please explain how the recovery of 2019 costs pertaining to services provided to affiliate entities was recorded and whether the recovery was to the account of PNG’s shareholder or the ratepayer.


	N. Identified Service Quality Metrics
	77.0 Reference: IDENTIFIED SERVICE QUALITY METRICS Exhibit B-2, Section 3.3, p. 151; PNG-West 2018-2019 RRA proceeding, Exhibit B-3, BCUC IR 54.1;  Identified Service Quality Metrics
	77.1 Please confirm or explain otherwise, that PNG continues to benchmark the key service quality metrics on page 151 of the Amended Application to other utilities which are members of the Canadian Gas Association.
	77.1.1 If confirmed, please discuss whether PNG-West is considered to be performing well based on these metrics compared to other utilities in Canada overall. Please outline any specific metrics which require significant improvement compared to benchm...

	77.2 Please explain any factors that contributed to the increase in the number of emergency calls in 2019 as compared to 2018 by 29 calls.
	77.2.1 Please discuss any risks associated with the factors identified and measures PNG has undertaken to mitigate these risks.

	77.3 Please explain why there were 6 more calls in 2019 with a response time over 40 minutes compared to 2018.


	O. Other Matter to Be Addressed from Prior Year Decisions
	78.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, pp. 153-154 Reporting on Significant Capital Projects – Focus on Non-recurring Expenditures
	78.1 Please explain if new IT systems, or upgrades to existing systems, will be included in planned non-recurring capital expenditures.  If not, why not.
	78.2 Please describe the process that PNG undertakes in order to classify capital expenditures as non-recurring or recurring and the criteria for including capital expenditures as recurring items.

	79.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, pp. 154 Reporting on Significant Capital Projects – Recommended Minimum Dollar Threshold
	79.1 Please explain how the threshold for the minimum capital project expenditure was derived and any specific factors that were considered in proposing this amount.
	79.2 Please provide a table that shows the proposed threshold of $500,000 as a percentage of actual capital expenditures for each year between 2015 and 2019. Please discuss if the total amount of historic capital expenditures was considered in determi...
	79.2.1 Please discuss other thresholds that may have been considered, and why they were ultimately not selected.
	79.2.2 Please discuss the pros and cons of having separate thresholds for different types of capital expenditures (i.e. IT project, transmission project, distribution project).
	79.2.3 Please provide a table that shows the proposed threshold of $500,000 as a percentage of actual IT capital expenditures for each year between 2015 and 2019.  Based on the results, please discuss the benefits of having a different threshold for I...

	79.3 Please clarify whether the minimum dollar threshold applies to the annual forecast capital expenditure or the total project costs.
	79.4 Please provide a complete listing of the 2017, 2018 and 2019 non-recurring capital expenditures by project and indicate which projects would have been reported based on a $500,000 threshold.
	79.4.1 For each year, please provide the capital project expenditures above the threshold as a percentage of the total capital expenditures.

	79.5 Beyond a dollar threshold, please discuss whether other project characteristics were considered in determining which projects should be included in any annual reporting on capital expenditures (i.e. public interest).
	79.5.1 For each characteristic, please comment on why it was ultimately not included as a reporting criterion.

	79.6 Please explain how PNG will define an individual project for capital reporting purposes.
	79.7 Please discuss the pros and cons of establishing a minimum dollar threshold above which PNG would expect to file a CPCN or section 44.2 expenditure schedule with the BCUC.
	79.7.1 From PNG’s perspective, what are the relevant factors that should be considered in setting a minimum threshold for CPCN or section 44.2 expenditure schedules.
	79.7.2 If a minimum threshold for filing CPCNs and 44.2 applications with the BCUC were set, please discuss what PNG would propose and why.  Please provide the alternatives considered, and why the proposed minimum threshold was ultimately selected.
	79.7.3 Please provide a table that shows projects with forecast expenditures above the proposed minimum threshold for each year between 2015 and 2019.


	80.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, pp. 154 Reporting on Significant Capital Projects – Forecast Base
	80.1 Please clarify what is meant by “forecast base” and explain how it influences the reporting of significant capital expenditures.

	81.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, pp. 155 Reporting on Significant Capital Projects – Report Format and Historic Expenditures
	81.1 Please explain whether the report format can be expanded to include:
	81.2 Based on the reporting format could there be projects that commences construction prior to the report being filed with the BCUC?  If so, how does PNG propose to address this.
	81.3 Please confirm, or explain otherwise, that the reporting format will include all known capital projects that meet the reporting criteria regardless of how far in the future they are planned.

	82.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, pp. 156 Reporting on Significant Capital Projects – Supplemental Reporting
	82.1 Please explain how much advance notice PNG will provide the BCUC prior to the construction commencement date for unplanned or urgent projects.

	83.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.1, p. 155 Reporting on Significant Capital Projects – Regulatory Review Process
	83.1 Please clarify if PNG considers that acceptance of any annual report on capital expenditures implies BCUC approval of forecast expenditures.

	84.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.4, pp. 161, 163. GIS / ARM Benefit Analysis
	84.1 Please elaborate on whether PNG expects to be able to quantify the cost savings associated with the GIS and ARM project benefits at the end of 2020. If not, please discuss the factors that prevent this.
	84.2 Please quantify the dollar impact from the increased pressures PNG expects from the engineering projects critical to PNG’s ongoing compliance with heightened industry standards and pipeline regulations.
	84.3 Please provide anticipated avoided costs for staff or contract resources that would otherwise be required to create and manage information most appropriately retained in a GIS.  Please include supporting calculations.
	84.3.1 Please identify any other ways that the GIS system will enable PNG to address engineering projects in a cost-effective manage and discuss whether these benefits can be quantified. If not, please discuss why not.

	84.4 Please provide the expected annual cost savings for each individual benefit noted above and the aggregate sum of benefits from the ARM project.

	85.0 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.7, p. 171  Automotive Cost Allocation – Evaluation of Historic Allocation Methodology - Capital
	85.1 Based on the summary, please explain why there appears to be a consistent over allocation of Automotive costs to the FSJ/DC division and under allocation to the PNG-West and TR divisions in 2018 and 2019.
	85.2 Please confirm, or explain otherwise, that forecasting and allocating Automotive costs to capital is based on labour costs.
	85.2.1 If confirmed, please discuss why allocating Automotive costs to capital based solely on labour is appropriate given the over/under allocation in the recent actual results.


	86.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.7, pp. 172-173  Automotive Cost Allocation – Proposed Automotive Cost Allocation
	86.1 Please provide the total and five-year average of each division’s percentage distribution of operating Automotive costs.
	86.2 Please explain the difference in allocation methodology between the “Proposed Divisional Allocation Methodology” and “Improvement from Historic Methodology” as presented in the above table.

	87.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.7, pp. 173.  Automotive Cost Allocation – Recommendations – Capital Allocation
	87.1 Please explain what the 15 percent factor used in the allocation of actual capital Automotive costs is based on.
	87.2 Please discuss the results of the over (under) allocations to capital if the overhead capitalization rates were applied.

	88.0 Reference:  OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.7, p. 174  Automotive Cost Allocation – Proposed Forecasting of Consolidated Automotive Cost Pool
	88.1 Please explain why 2015 was selected at the base year.
	88.2 Please re-create the above table to adjust the proposed methodology by using the 2015 actual, rather than forecast, as the base and applying the inflation factor to actual costs for subsequent years.
	88.3 Please explain what is meant by “forecast 2019 actual costs.”
	88.4 Please comment on the strengths and weaknesses of using historic allocations of Automotive costs as a predictor of future allocations for the operating and consolidated forecast.
	88.5 Please explain why a five-year actual average was selected for the allocation of operating costs and consolidated forecast costs.
	88.6 Please explain whether PNG considered creating a forecast Automotive cost for each division based on expected costs.  Please comment on the pros and cons of this approach and why it was not selected.
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	89.1 Please comment on how the recent introduction of UNDRIP will impact PNG operations over the Test Period and any plans PNG has in place to address the impact.




