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Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd. 
COVID-19 Deferral Account Application 

 
BRITISH COLUMBIA UTILITIES COMMISSION (BCUC) QUESTIONS TO  

PACIFIC NORTHERN GAS LTD. AND PACIFIC NORTHERN GAS (N.E.) LTD. (together, PNG) 
 
 

 

 APPLICATION – GENERAL 

1.1 Does PNG expect a higher level of bad debt write-offs as a result of COVID-19? If so, 
please quantify. 

Response: 
 
Yes, PNG expects a higher level of bad debt write-offs as a result of COVID-19.  PNG submits that it is 
unable to quantify the amount at this time.  The amount of bad debts will be highly dependent on the 
length of time that the pandemic public health and safety measures are in place as well as individual 
customer’s financial situation and ability to pay for bills upon a return to normal economic conditions. 
 
 
 

1.2 Please provide the estimated cash flow impact of the bill payment deferral account 
for the next 6 and 12 months? 

Response: 
 
The cash flow impact of the bill payment deferral account is dependent upon the number of customers 
that take advantage of the program, the actual repayment terms, as well as the duration of the COVID-
19 event before a return to normal economic conditions.  At a very high-level, PNG estimated the cash 
flow impacts at potential participation rates of 10 per cent to 30 per cent in the three month bill 
payment deferral program for residential and small commercial customers. The range of an increase 
in accounts receivable under these scenarios was approximately $1.5 million to $4 million above 
normal levels included in the 2020 forecasts.  A longer duration for the COVID-19 event, especially if it 
extends into the fall or winter of 2020, could increase accounts receivable quite significantly due to 
higher gas demand in the colder months. 
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1.3 Please clarify whether PNG is seeking approval of the bill payment deferral program 

or only the COVID-19 Deferral Account. 

Response: 
 
PNG has the flexibility within the General Terms and Conditions contained in its consolidated Gas Sales 
Tariff to provide individual bill payment arrangements to customers. In particular, Section 15.8 states: 
 

Bill Due Dates - The Customer must pay Pacific Northern Gas' bill for Service on or before the 
due date shown on the bill which will be  
(a) the twentieth calendar Day following the billing date, or  
(b) such other period as may be agreed upon by the Customer and Pacific Northern Gas 

 
As such, PNG does not require approval of the bill payment deferral program. However, due to the 
potential significant impact of COVID-19 on PNG customers’ financial situation, PNG expects that the 
proposed deferral and repayment arrangements will be more broadly availed by residential and small 
commercial customers than would normally be the case.  PNG submits that the formalization of these 
arrangements will allow PNG to be transparent with the BCUC and its customers as to the extent of 
the relief available to customers in need. This is consistent with the approach other utilities in British 
Columbia have taken with respect to their customer deferral programs. 
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 BILL PAYMENT DEFERRAL PROGRAM 

On page 2 of the Application, PNG submits: 

PNG will expand the flexibility in its pay arrangements for qualifying 
residential and small commercial customers experiencing significant financial 
difficulties as a direct result of COVID-19 to allow payment deferrals for up to 
three months and a longer repayment period. 

2.1 Please clarify whether PNG is already offering the bill payment deferral plan, as 
outlined in the Application. If yes, when did PNG commence this offering? If not, 
please identify when PNG expects to commence offering the bill payment deferral 
plan. 

Response: 
 
PNG has traditionally offered very limited flexible payment arrangement to customers.   Since mid-
March 2020, as the effects of the COVID-19 pandemic on PNG customer finances became apparent, 
PNG began working with customers on more flexible payment programs to suit their individual needs 
and also suspended customer disconnections.   
 
PNG has not offered the proposed bill payment deferral plan for a period up to three months and 
longer repayment period.  PNG will implement the proposed bill payment deferral plan immediately 
upon receiving approval of the COVID-19 Deferral Account. 
 
 
 

2.1.1 Please discuss the time period PNG expects to offer the bill payment 
deferral plan. If there is no end date for the offering, please explain why 
not. 

Response: 
 
PNG will be offering the deferment of bills between April 2020 and June 30, 2020.  Please also see the 
response to Question 2.2. 
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2.2 Are payments for energy bills incurred prior to the commencement date of the bill 

payment deferral program also eligible for deferral? Please discuss why or why not. 

Response: 
 
PNG will also allow for the deferment of energy bills incurred prior to April 1, 2020 in line with the 
timing of the declaration of the COVID-19 pandemic.  PNG believes that this is appropriate because 
although customers may have consumed the energy prior to April 2020, they may have lost 
employment in between the time the energy was used and the time the bill was due.  To effect this 
earlier eligibility, PNG will require a customer’s account to be current and in good standing.  PNG notes 
that this helps mitigate the possibility of customers who have long standing arrears from taking 
advantage of the program. 
 
 
 

2.2.1 If yes, please discuss if there is a specific cut-off date before which energy 
charges incurred will not be eligible for the bill payment deferral program. 

Response: 
 
As noted in the response to Questions 2.1.1 and 2.2, it is PNG’s intent to commence this program upon 
receiving BCUC approval.  However, some flexibility will be offered to customers of good standing.  
PNG customer care service representatives (CSRs) will review the customer account to determine if 
balances were outstanding from previous cycles as of April 1, 2020. If the account was not current as 
of April 1, 2020 the customer will be required to pay outstanding balances prior to being approved for 
the deferral program. If they are not able to clear out previous outstanding balances, then PNG will 
work with the customer on flexible pay arrangements for current billing in lieu of the three-month bill 
payment deferral program. 
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 BILL PAYMENT DEFERRAL PROGRAM - ELIGIBILITY 

On page 3 of the Application, PNG submits: 

These bill payment deferral arrangements will be available to residential 
customers who are unable to pay their energy bills because they have been 
directly impacted financially as a result of COVID-19 for reasons such as 
having lost their job or being unable to work. The bill payment arrangements 
will also be available to small commercial customers who have temporarily 
closed their business or are still operating but have experienced a significant 
reduction in revenue. 

3.1 Please elaborate on the eligibility criteria for the bill payment deferral program for 
each of residential and small commercial customers. 

Response: 
 
To qualify for the bill payment deferral program, customers must meet two overarching criteria:  
 

1) They have experienced a loss of revenue/income as a result of the COVID-19 pandemic; and  
 

2) They agree to enter a repayment program for the deferred balance. 
 
Customers will declare their loss of income and their agreement to repay the deferred bills as described 
below: 
 
Residential  
PNG has developed an online application form that Residential customers will need to complete that 
confirms that they have experienced a loss of income due to the COVID-19 pandemic. The loss of 
income could be due to a number of factors such as loss of employment, unable to work as they are 
required to care for others (e.g. young children or seniors) or they have contracted the virus and are 
unable to work.  The application form will also require the customer to agree to enter into a repayment 
program and to repay the balance by March 31, 2021. 
 
Small Commercial 
PNG has developed an online application form that Small Commercial customers are required to 
complete. They must meet one of two eligibility criteria: 

1) Business remains open but customer has experienced a loss of revenue due to the COVID-
19 outbreak. Loss of revenue may be due to a reduction in sales volumes or reduced 
customer traffic due to physical distancing requirements; or 

2) Business has been forced to temporarily close due to the COVID-19 outbreak. This may be 
due to compliance with public health orders or an assessment that remaining open during 
the pandemic is not economically viable.  

 
The application form will also require the customer to agree to enter into a repayment program for 
the deferred bills and that the balance will be paid by March 31, 2021. 
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3.1.1 Please identify any differences in the eligibility criteria for the bill payment 
deferral program between residential and small commercial customers. 

Response: 
 
The eligibility criteria are similar.  Please see the response to Question 3.1. 
 
 
 

3.1.2 Please identify any differences in the eligibility criteria for the bill 
payment deferral program between small commercial customers that 
have temporarily closed their business and those that are still operating 
with a significant reduction in revenue. 

Response: 
 
PNG has made no distinction between the two circumstances in its eligibility criteria.  Please see the 
response to Question 3.1. 
 
 
 

3.2 Please discuss the processes PNG will undertake in order to confirm customer 
eligibility for the bill payment deferral program and any subsequent audit processes 
that will be in place to assess eligibility.  

Response: 
 
PNG is not proposing an audit process to verify eligibility of the deferral program.  PNG is working 
under the assumption that the information provided on the application form is truthful and accurate. 
PNG does not want to create a program by which it must collect and protect personal information.  An 
audit process would require the collection, review and protection of personal information required to 
verify the accurateness of customer declarations.  Given the program is a deferral program, customers 
would still be responsible for payment in full for their bills and as such PNG submits that an audit would 
neither be appropriate nor required. 
 
 
 

3.2.1 Will the process undertaken by PNG to confirm customer eligibility take 
place before or after customer acceptance to the program? Please 
discuss.  

Response: 
 
The process to confirm customer eligibility will take place before acceptance into the program and will 
be based on the application form submitted through the PNG website.  
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3.2.2 For any customers found to be ineligible for the program subsequent to 
being accepted, please discuss whether PNG will rebill these customers 
and whether any rebilling will include all applicable penalties, fees and 
interest charges. 

Response: 
 
As described in the response to Question 3.2.1, customers will not be accepted into the program until 
eligibility is confirmed.  As such, a rebill will not be required. 
 
 
 

3.3 For any customers found to be ineligible for the bill payment deferral program, 
please discuss the processes that will be in place for handling reconsiderations and 
complaints.  

Response: 
 
PNG will work with customers on a one-on-one basis to establish payment arrangements that fit their 
needs should they not meet the eligibility criteria for the bill payment deferral program.  As such, PNG 
does not expect many complaints or reconsiderations with respect to the bill payment deferral 
program.  PNG believes that any potential complaints arising from the proposed bill payment deferral 
program can be appropriately dealt with in the normal manner of course for all PNG customer concerns 
or complaints. That is, PNG expects to continue to work with customers on a one-to-one basis to 
satisfactorily resolve any issues or concerns. 
 
 
 

3.4 Please discuss whether PNG’s eligibility criteria for small commercial customers 
considers whether the customer was (or was not) first eligible for an insurance claim 
during this period. 

Response: 
 
PNG does not believe that a customer’s eligibility for an insurance claim should impact whether the 
customer is eligible for the bill payment deferral program.  Under this program, the customer is still 
responsible for their entire bill but has mutually agreed with PNG to extend the timeframe to pay the 
bill.  Given insurance claim payments would likely take some period of time before the customer 
receives them, PNG believes the bill payment deferral program will still be helpful for customers while 
they wait for their insurance claim payments (if any).   
 
 
  



 PNG and PNG(NE)  
 COVID-19 Deferral Account 
  Response to BCUC IR No. 1 
 April 16, 2020 
 Page 8 of 14 

 
 

 BILL PAYMENT DEFERRAL PROGRAM – REPAYMENT PLAN 

On page 3 of the Application, PNG submits: 

Residential and small commercial customers who apply and qualify for the 
three-month bill deferral will also agree to enter into repayment 
arrangements for their deferred balance to be paid by March 31, 2021. As 
long as customers are meeting their obligations under their repayment 
program, they will not be charged late payment charges or be subject to 
disconnections. 

4.1 Please clarify whether any amendments to PNG’s gas tariff are required in order to 
allow for the repayment arrangements with customers. 

Response: 
 
As discussed in response to Question 1.3, PNG has the flexibility in its consolidated Gas Sales Tariff to 
allow for the repayment arrangements with customers and does not require amendments to enable 
this proposal. 
 
 
 

4.2 Please discuss the actions that will be undertaken by PNG for customers that fail to 
meet their obligations under the repayment program. 

Response: 
 
Customers that fail to meet obligations under the repayment program will be captured in PNG’s regular 
delinquency process. The delinquency process rules will be subject to reinstatement based on 
suspension of certain of these activities during the pandemic (i.e. no service interruption). When PNG 
resumes regular delinquency and collections activity, customers will be subject to late fee charges and 
service disconnections.   
 
 
 

4.3 Please clarify whether PNG will require repayment of any deferred balance by 
March 31, 2021 for all customers participating in the bill payment deferral program, 
regardless of when they commenced participation in the program. 

Response: 
 
All balances under the bill payment deferral program will be required to be paid by March 31, 2021, 
no matter when the customer commenced participation in the program. 
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4.4 Please discuss whether PNG has considered any other relief measures to address 

small businesses who have been forced to close due to COVID-19. For example, 
offering bill credits to these impacted small businesses. Please discuss why or why 
not? 

Response: 
 
PNG did consider other measures for small businesses who have been forced to close due to the 
COVID-19 pandemic such as the bill credit program offered by other utilities. However, PNG is 
cognizant of the significant bill pressures that all of its existing customers face as a result of high natural 
gas rates for PNG-West as well as high consumption due to colder temperatures in our service territory.   
 
Given PNG’s size and small number of customers, PNG submits that offering bill credits to its small 
commercial customers could result in significant amounts to be subsequently recovered from its 
remaining customers.  As such, PNG is hesitant to take actions that will add to bill pressures for all 
customers.  Unlike the bill deferral program whereby PNG expects to have a significant number of 
customers ultimately repay the deferred amounts, there is no repayment of bills under a bill credit 
program.  As a result, the impact to all existing ratepayers is greater for a program such as bill credits 
because all ratepayers will ultimately pay for those costs in future rates.  
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 COVID 19 DEFERRAL ACCOUNT 

5.1 Please discuss whether PNG has considered a cap for the costs to be included in the 
COVID-19 Deferral Account. Why or why not? 

Response: 
 
PNG considered a cap on the deferral account but ultimately concluded that it had no reasonable 
manner to estimate the amounts that may ultimately be captured in the COVID-19 Deferral Account. 
The purpose of the deferral account is to increase transparency of the impact of COVID-19 on PNG and 
its ratepayers, as such PNG does not believe a cap would be helpful or warranted. 
 
 
 

5.1.1 If a cap were to be implemented on the costs to be recorded in the 
COVID-19 Deferral Account, what is a reasonable methodology to 
calculate the cap? 

Response: 
 
Please refer to the response to Question 5.1. 
 
 
 

5.2 Please discuss the reasonableness of providing the BCUC with an update on the 
balance of the COVID-19 Deferral Account on or before March 31, 2021. 

Response: 
 
PNG is amenable to providing the BCUC with quarterly updates on the balance in the COVID-19 
Deferral Account should the BCUC determine that such reporting is appropriate. 
 
 
 

5.3 Please provide the proposed interest rate for the COVID-19 Deferral Account and the 
justification for this proposal. 

Response: 
 
In accordance with the key principles established for the treatment of deferral accounts in the BCUC 
decision on the PNG-West 2013 Revenue Requirements Application under Order G-114-13, PNG 
proposes to use the Weighted Average Cost of Debt as the interest rate applicable to the deferral 
account. Depending on the magnitude of this non-capital deferral account, PNG expects that the 
balance would be amortized over a period greater than one year. 
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On page 2 of the Application, PNG submits: 

The deferral account will capture any unrecovered revenues resulting from 
customers in any rate class who do not pay their bills due to the impacts of 
COVID-19 on their financial circumstance. Billed amounts will only become 
bad debt after PNG has gone through its dunning process and made efforts 
to recover the revenue owed. PNG will track all unrecovered revenue by rate 
class. 

5.4 Please confirm the COVID-19 Deferral Account will capture amounts related to the 
bill payment deferral program, including bill payment deferrals and subsequent 
repayments from eligible customers. If confirmed, please comment on the items that 
will be included and how they will be tracked in the deferral account. If not, please 
explain why not and discuss how the amounts related to the bill payment deferral 
program will be accounted for.  

Response: 
 
Not confirmed.  Unfortunately, PNG’s legacy billing system does not have the capability to track the 
deferrals and subsequent repayments. Amounts related to bill payment deferrals will only be captured 
in the COVID-19 Deferral Account at such time that the revenue is deemed unrecoverable (i.e. after 
the dunning process has run its course).  
 
 
 

5.5 Please discuss how PNG will determine whether unrecovered revenues to be 
recorded in the proposed COVID-19 Deferral Account are related to the impact of 
COVID-19 on customers' financial circumstances, as opposed to other factors. 

Response: 
 
PNG will be relying on its Banner billings system to segregate customers that enter into the bill 
payment deferral program as well as those with prolonged payment arrangement programs as a result 
of COVID-19.  PNG will track these accounts separately and will be able to identify when they become 
bad debts using information from the system as well as some manual calculations.  PNG management 
will also closely monitor the COVID-19 customer balances. 
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5.6 Please clarify the timing (commencement and termination date) of when PNG plans 

to start and stop accruing charges into the proposed COVID-19 Deferral Account. 

Response: 
 
Depending on how long the COVID-19 conditions remain in place, PNG proposes the following timing 
for accruing charges into the proposed COVID-19 Deferral Account: 

 For unrecovered revenues – PNG proposes to start in April 2020 until the second quarter of 
2021 following PNG’s dunning process to collect the deferred bill payments from affected 
customers. 

 For unplanned costs – PNG proposes to record unplanned costs from March 2020 until the end 
of the year to enable PNG to identify COVID-19 related costs that should be included in the 
proposed deferral account.  For incremental financing costs associated with the bill payment 
deferral program and prolonged repayment period, PNG proposes to record such costs up to 
the second quarter of 2021. 

 
 
 

On page 2 of the Application, PNG submits: 

The deferral account will also capture any unplanned expenses due to the 
COVID-19 pandemic that PNG has incurred related to continuing operations. 
These costs may include but are not limited to additional resources to 
manage customer service, incremental information technology and personal 
protective equipment costs, and additional financing costs. 

5.7 Please elaborate on the nature of the incremental information technology costs that 
may be incurred as a result of COVID-19. 

Response: 
 
In order to facilitate social distancing measures prescribed by the Provincial Government, many staff 
are either mustering from home, or in the case of office employees, working remotely from home. To 
facilitate this, PNG has had to incur various unbudgeted IT supplies such as laptops, charges for cables, 
small printers, monitors, etc.  PNG has also incurred additional communication costs to enable access 
to more team meetings, increased VPN access for employees, as well as additional company cell 
phones for certain employees.  
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5.8 Please discuss the amount of any incremental costs PNG has incurred to date in 

relation to COVID-19 by cost category. If the costs are unavailable, please describe 
the nature of any incremental costs to date. 

Response: 
 
These costs are currently unavailable.  They include additional PPE costs to protect workers specifically 
against COVID-19, IT-related costs as noted in the response to Question 5.7, travel costs for individuals 
that have been assigned work at an alternate work location, and additional courier and shipping costs 
to distribute PPE gear to employees.  Depending on the volume of customer calls, PNG may also incur 
additional temporary labour costs. 
 
 
 

5.9 Please discuss how PNG will be able to determine the cause of these incremental and 
unplanned expenses, whether it is due to its response to COVID-19 or whether it is 
related to ongoing operations. 

Response: 
 
PNG notes that following the World Health Organization declaration of a pandemic, PNG triggered its 
Incident Command System and activated the Emergency Operations Centre (EOC).  The EOC team 
meets frequently and addresses all operational matters as a result of the COVID-19 working 
environment. During these meetings, the team has identified and discussed incremental and 
unplanned expenses and these are being tracked separately by the finance team.  
 
 
 

5.9.1 Please discuss how PNG will be able to distinguish the costs to administer 
the proposed bill deferral program. 

Response: 
 
The proposed bill deferral program will be managed primarily by the Customer Care Manager and her 
team, with the assistance of the CIS billings and the finance group.  PNG anticipates that the costs to 
administer the program will primarily be labour-related, and any incremental unplanned labour 
required to manage this program will be tracked as a COVID-19 related unplanned cost. 
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On page 2 of the Application, PNG submits it “will set processes to ensure that it tracks all 
balances that will be included in this deferral account.” 

5.10 Please discuss whether PNG will be able to track unplanned expenses in the COVID-
19 deferral account by expense category. If yes, please discuss the processes that will 
be in place for this tracking. If not, please explain why not.  

Response: 
 
PNG has set up a COVID-19 project account to track unplanned expenses and confirms that they can 
be tracked by expense category. Expenses coded to the COVID-19 project account will be reviewed 
monthly by senior management to validate that they are appropriately attributed to COVID-19 and are 
not otherwise normal operating costs.   Please also see the response to Question 5.9. 
 
 
 

5.11 Please elaborate on the processes that will be put in place to track the deferral 
account balances. 

Response: 
 
Please the responses to Questions 5.5 and 5.10. 
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