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A. GENERAL 

 REFERENCE: GENERAL 
Exhibit B-5, British Columbia Old Age Pensioners’ Organization et al. 
(BCOAPO) IR Series 1.0  
COIVD-19 Pandemic 

In its responses to BCOAPO information request (IR) series 1.0, Pacific Northern Gas 
Ltd. – West Division (PNG) provided information regarding the impact of the COVID-
19 pandemic on PNG’s forecast cost of service and operations. PNG also noted that it 
“… has also filed an application to the BCUC for the creation of the COVID-19 deferral 
account to capture unrecovered revenues and unplanned costs arising from the 
COVID-19 pandemic.” 

90.1 Please provide an update on the impact to-date and the expected future impact of 
the COVID-19 pandemic on PNG-West and its operations.  

Response: 
 
As of May 19, 2020, PNG has observed a total of 130 customers who have indicated an inability to pay 
their bill as a result of COVID-19.  The total value of these customers’ account balances is $134,472.  
Of the 130 customers, 50 customers have applied for the COVID-19 Bill Deferral program.  The table 
below provides a breakdown by rate class of accounts who have indicated an inability to pay their bills 
as a result of the COVID-19 pandemic. 
 

 
 
Further, as of May 19, 2020, PNG has identified $20,543 of incremental costs related to the COVID-19 
pandemic. 
 
PNG believes it is still premature to predict the future impact from COVID-19 on PNG and its 
operations.  There are several unknowns that will ultimately influence the future impacts of the COVID-
19 pandemic.  These could include potential changes to work practices to limit physical interactions, 
how PNG’s customers businesses are able to continue operations under any new rules implemented 
in response to COVID-19, bad-debt levels and numerous other factors. 
  

90.0 

19-May-20 

Class Count Past Due Account Ba lance 

Residential 66 20,412.69 28,808.14 

Small Commercial 13 31,503 .77 42, 758.91 

Large Commercial 1 29,053 .97 29, 350.47 

On COVID Deferral Progra m 50 27,596.22 33,554.76 

Tot al 130 108,566.65 134,472.28 

On COVI D Deferral Progra m breakdown {reported above ) 

Residential 36 7, 922.48 10,115.19 

Small Commercial 14 19, 673 .74 23,439.57 

Tot al 50 27,596.22 33,554.76 
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90.1.1 Please provide an update to address whether the COVID-19 pandemic is 
expected to have an impact on the timing of capital and IT projects, the 
timing of new staff position start dates and/or forecast costs during the test 
period.  

Response: 
 
At this time, PNG does not anticipate the COVID-19 pandemic having a material impact on the timing 
of any IT projects or new staff position start dates.  PNG is also not expecting any material impacts to 
the spend on capital programs.   
 
However, as noted in the response to Question 119.2, PNG has been informed by the customer that 
there will be a delay for the need for LNG Canada Let Down Station #1 (LDS#1).  As such, PNG is 
proposing to remove this project from the Amended Application and will seek approval of the project 
through a CPCN Application expected to be filed when the commercial agreements are executed.  PNG 
will reflect the removal of this project from the final regulatory schedules, including removal of the 
capital costs for 2020 ($1.148 million) and 2021 ($217,000) and the associated demand for 2021 
(27,450 GJ) included in the Large Commercial Firm (RS3) customer class. 
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90.1.2 Please provide an update on the expected impact of the COVID-19 pandemic 
on forecast demand for all customer classes during the test period.  

Response: 
 
PNG is closely monitoring how the measures being taken with respect to COVID-19 will impact 
customer demand.  With the warmer spring weather, PNG’s forecast takes into consideration lower 
demand given that many customers primarily use natural gas for space and hot water heating.  On an 
aggregate basis, for the month April 2020, PNG observed a 0.6 per cent decrease in demand relative 
to the April 2020 forecast.  On a customer class basis, PNG makes the following observations: 
 
(i) Residential:  With the warmer spring weather, PNG’s forecast takes into consideration lower 

demand given that residential customers primarily use natural gas for space and hot water heating.  
As such, subject to changes in weather being warmer or colder than normal, PNG expects minimal 
impacts to residential consumption over the next few months.  For example, in April 2020, 
residential demand was 4.6 per cent higher than the April 2020 forecast, mainly due to colder 
weather. 
 

(ii) Institutional/Commercial:  PNG is closely monitoring how the measures being taken with respect 
to COVID-19 will impact institutional and other commercial gas demand from schools, hospitals, 
and other businesses.  With the warmer spring weather, PNG’s forecast takes into consideration 
lower demand given that the noted institutional customers and many other commercial businesses 
primarily use natural gas for space and hot water heating.  In April 2020, PNG observed a 16.2 per 
cent increase in small commercial demand relative to the April 2020 forecast, mainly due to colder 
weather.  In addition, PNG observed a 16.8 per cent decrease in large commercial demand relative 
to the April 2020 forecast of which half of the decrease was due to one customer taking less 
deliveries than forecast.  However, this customer has a take-or-pay arrangement which mitigates 
the negative impact to margin. 

 
(iii) Industrial:  PNG has reached out to its industrial customers to better understand the impacts of 

COVID-19 on their forecast natural gas consumption.  To date, these customers have indicated that 
even in a scenario whereby COVID-19 related restrictions are prolonged for an additional three to 
six months, they do not anticipate any substantial impact to their demand.  For April 2020, PNG 
observed an increase of 15.2 percent in small industrial deliveries and a 21.6 percent decrease in 
large Industrial demand relative to the April 2020 forecast.  PNG notes that its large industrial 
customers have either a minimum take or pay contractual obligation or an ICDDA deferral account 
in place which mitigate the margin impact even if actual consumption is lower than forecast.  PNG 
will continue to monitor the situation with its industrial customers. 

 
PNG notes that the above discussion only represents the impact on a single month’s consumption and 
factors not related to COVID-19, such as colder than normal April weather, is primarily responsible for 
variances in demand.  As April was the first full month in which many of the required government 
directives such as physical distancing and the closing of certain types of businesses were in place, the 
impacts to demand may change throughout and following the pandemic as customers adjust their day-
to-day habits and business requirements. 
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90.2 Please confirm, or otherwise explain, that the COVID-19 deferral account will capture 
incremental costs associated with ongoing operations that are the direct result of the 
COVID-19 pandemic but it will not record any reductions in forecast costs that result 
from the COVID-19 pandemic.  

Response: 
 
The COVID-19 Deferral Account will capture incremental costs associated with the ongoing operations 
that are a direct result of the COVID-19 pandemic.  With respect to potential cost savings, PNG 
indicated during the streamline review process video proceeding for the COVID-19 deferral account 
application that if there were savings as a result of costs not being incurred due to COVID-19 such as 
travel costs, PNG would put those costs against the deferral account and only seek to recover the net 
amount (if any).  PNG would look at cost savings at the end of the year and assess if they were related 
to COVID-19.  
 
 
 

90.3 Considering the responses provided above, please identify and discuss amendments 
(if any) to the Application that are necessary due to the impacts of the COVID-19 
pandemic.  

Response: 
 
PNG does not believe that any significant revision to the Amended Application is warranted at this time 
as a result of the impacts of COVID-19. 
 
PNG does not yet have evidence of any substantial impact to gas consumption as a result of COVID-19. 
PNG also notes that mechanisms are in place to capture use per account variances related to 
residential and small commercial customers and load variances for some large industrial customers. 
 
PNG believes it is premature to predict the outcomes from COVID-19 on PNG and its operating costs. 
PNG further notes that on April 17, 2020 the BCUC granted interim approval through Order G-89-20 of 
PNG’s application for the creation of the COVID-19 deferral account to capture unrecovered revenues 
and unplanned costs resulting from the COVID-19 pandemic.   
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 Reference: General 
Exhibit B-3, BCUC IR 1.1, 2.1 
Cybersecurity 

In response to British Columbia Utilities Commission (BCUC) IR 1.1, PNG stated it “… has been 
working on documenting its IT disaster recovery plan which includes a section that addresses 
the recovery from a cyber attack and expects to complete this by the end of 2020.” 
 
And in response to BCUC IR 2.1, PNG stated it “… has and will continue to report to the BCUC 
regularly on its measures taken to protect critical infrastructure and prevent cyber attacks.” 
 
91.1 Please confirm if PNG plans to submit its IT disaster recovery plan to the BCUC when 

complete.  If not confirmed, please explain why not.  

Response: 
 
PNG confirms that a copy of the IT disaster recovery plan will be submitted to the BCUC when 
completed. 
 
 

 
  

91.0 
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In response to BCUC IR 2.1, PNG stated:  

PNG is planning to implement the capability for its technicians to remotely 
connect to the Company’s critical infrastructure utilizing the internet in 2020. 
The plan is to contract out the design and implementation to consultants 
specializing in securing industrial control systems (ICS). PNG is cognizant of 
the potential impact on risk when enabling such capability and will ensure it 
is implemented using industry best practices. 

91.2 Please elaborate on the benefits and potential risks of allowing technicians to 
remotely connect to PNG’s critical infrastructure via the internet.  

Response: 
 
PNG notes that the benefits of allowing technicians to remotely connect to PNG’s critical infrastructure 
via the internet include the ability to correct infrastructure issues on remotely located hardware.  This 
eliminates the need for costly travel and minimizes delays in repairing servers and other computer 
hardware.  In the event of an emergency, technicians need a method that is readily available and 
reliable such that they can address the issue as soon as possible.  Utilizing the internet will significantly 
reduce this risk where internet connectivity is widely available.  
 
PNG recognizes that the risks associated with connecting via the internet include: a) access to a reliable 
telephone landline to remote into the Company’s critical infrastructure; and b) more 
people/businesses are modernizing their telephone systems to Voice Over IP (VoIP) which is  
incompatible with our existing remote capability technology.  The potential risks of enabling remote 
connections via the internet is cyber crime.  Although very difficult, hackers can potentially break into 
the network and gain control of critical infrastructure.  PNG will minimize this risk by utilizing industry 
best practices like multi-factor authentication and separation of the corporate network from industrial 
networks. 
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Further, in response to BCUC IR 2.1, PNG stated:  

Within the TriSummit Utilities Inc. (TSU, formerly ACI) consolidated group, an 
analysis is underway to identify opportunities for additional improvements 
across all the entities, with the intention of implementing a more mature 
cybersecurity framework across the entire organization. 

91.3 Please provide the expected date a final report would be available.  If within the 
current Test Period, please discuss the likelihood of implementing any initiatives in 
2020 or 2021.  

Response: 
 
TSU is expected to provide a report by the end of June 2020, which will outline recommended activities 
and projects regarding cybersecurity.  PNG will review the report and evaluate the recommended 
activities and projects to determine what to implement and assign timelines and costs accordingly.  
Depending on this review and the nature of the activities, PNG may implement some of the initiatives 
in 2020 or 2021 if it is able to reprioritize other projects. 
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B. DEMAND FORECAST, REVENUE AND MARGIN 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-3, BCUC IR 2.1  
RECAP 

In response to BCUC IR 2.1, PNG stated: “Due to the many levels of business disruptions 
resulting from the COVID-19 crisis, PNG has delayed the commencement of the RECAP 
[Reactivated Capacity Allocation Process] auction to the end of April 2020 or possibly later.”   
 
92.1 If available, please provide an update on the timing for commencement of the RECAP 

auction process. 

Response: 
 
On May 1, 2020, PNG notified potential bidders that the RECAP auction process was to commence on 
May 13, 2020.  On May 13th, PNG commenced the distribution of bid packages to interested parties.   
 
 
 

Further, in response to BCUC IR 2.1, PNG stated: “Depending on the volume and delivery 
point requested, the in-service date for specific projects could be as soon as Q3 2021 or as 
late as Q4 2024.”  
 
92.2 Please clarify whether the submitted range of in-service dates is driven by the time 

required for PNG to complete necessary capacity reactivation work or by the time 
required for prospective shippers to complete their projects.  If not, please discuss 
the drivers. 

Response: 
 
The submitted range of in-service dates is driven by both the time required for PNG to complete 
necessary capacity reactivation work and/or by the time required for prospective shippers to complete 
their projects. 
 
 

 
 

  

92.0 
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C. COST OF GAS 

 Reference: COST OF GAS 
Exhibit B-3, BCUC IR Series 6.0; Exhibit B-5, BCOAPO IR 2.1 
Unaccounted for Gas 

In response to BCUC IR 6.1, PNG stated: 

While abnormally large UAF [unaccounted for gas] gains or losses in each 
month are examined for their cause, often times such deviations are 
reversed over the next two months, owing to an under- or over-statement of 
either the residential or small commercial unbilled estimate. Any persistent 
gain beyond the three months is generally considered to be due to some 
other underlying cause and such a trend triggers a more in-depth 
examination of all metered data, data conversion factors and physical 
changes at custody transfer receipt points. Such an examination is taking 
place now. 

At this time, PNG has not determined the cause or causes for the 
accumulated UAF volume exceeding 1.0 percent of deliveries during 2019. 
PNG continues its internal examination of all data and calculations 
influencing the determination of the monthly UAF volumes. In addition, PNG 
will be conducting an extensive review of the data and calculations 
associated with the determination of the monthly UAF. Included in the 
review is an examination of: (i) the spreadsheets used to calculate the UAF 
volumes; (ii) PNG’s volume accounting and billing system; (iii) the estimate of 
unbilled consumption to the end of the calendar month, of the residential 
and small commercial classes (the “unbilled estimates”); (iv) the gas volumes 
reporting processes at Enbridge, specifically, the application of unit 
conversions and heating values in the conversion of metered volumes to 
units of gigajoules, and the reporting of both volume and energy on 
Enbridge’s statement of deliveries; and (v) deliveries to the large 
commercial, industrial and transport customers for any deviations from 
expected trends. 

….  

PNG proposes to submit findings from its examination in an update to the 
BCUC in the third quarter of 2020. 

93.1 Please explain the difference between the “examination” and “extensive review of 
the data and calculations” stated in the first and second paragraph, respectively, of 
the preamble above. 

Response: 
 
PNG considers “examination” and “extensive review of the data and calculations” to be synonymous 
in this context. 
  

93.0 
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93.2 Please confirm when PNG will commence the “review” as stated in the preamble 
above. Please also provide an update as to when the results of the examination and 
review will be available. 

Response: 
 
PNG has begun its examination and PNG proposes to submit findings from its examination in an update 
to the BCUC in the third quarter of 2020. 
 
 
 

93.3 Please provide monthly details of the actual UAF losses, total deliveries, the UAF 
losses as a percentage of deliveries and the value of UAF losses for the all the months 
of 2020 that are available. 

Response: 
 
Please see the table that follows. The value of UAF losses or gain is determined using the Company use 
gas cost rate of $1.823 per gigajoule. 
 

 
 
 
 

93.4 Please discuss the pros and cons of deferring any changes to the UAF component of 
the Company use gas and UAF loss cap until the completion of PNG’s review and 
examination stated in the preamble above. 

Response: 
 
PNG does not have any concerns regarding deferring the BCUC’s determination on PNG’s proposed 
changes to the UAF component of the Company use gas and UAF loss cap until the completion of PNG’s 
examination. 
 
 
 

  

2020 January February March April Total

Actual UAF Gains/(Losses)                (38,898)                (15,574)                (33,724)                   27,124                (61,072)

Deliveries                629,335                519,404                522,323                419,802             2,090,865 

UAF Gains/(Losses) as a portion of 

deliveries
-6.2% -3.0% -6.5% 6.5% -2.9%

Value of UAF Gains(Losses)  $            (70,912)  $            (28,392)  $            (61,479)  $              49,448  $          (111,334)

,, 
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In response to BCUC IR 6.3, PNG provided the following table: 

 

93.5 Please provide a table to show the actual amount of total losses or gains to the 
account of shareholders and ratepayers for the period from 2004-2019.  

Response: 
 
All of the losses and gains over the period 2004 to 2019 have been to the account of PNG’s ratepayers.  
In all years except 2011, 2016, 2018 and 2019, UAF losses have remained under the one percent 
threshold approved by the BCUC, and above which PNG is required to make a request to the BCUC to 
include UAF losses in the UAF deferral account.  PNG notes that its PNG-West system experienced UAF 
gains in seven of the 16 years spanned by the 2004 to 2019 period, all of which have been to the 
account of PNG’s ratepayers.    
 
In the table that follows, PNG has reproduced the table provided in its response to BCUC IR 6.3 and 
included totals for the period 2004 to 2019.  Over the entire 16 year period, the net benefit to PNG’s 
ratepayers of recording unaccounted for gains and losses in the UAF deferral account was $1.2 million.  
 

 
 
 
 
 
  

2004 2005 2006 2007 2008 2009 2010 2011

Deliveries GJ 33,705,691      27,703,800      6,982,442         7,624,889         6,645,159         6,178,233         4,197,090         4,121,976         

UAF gains/(losses) GJ 138,224            202,128            (21,946)             (2,233)               (61,996)             11,801               61,377               (93,287)             

UAF as a portion of deliveries % 0.41% 0.73% -0.31% -0.03% -0.93% 0.19% 1.46% -2.26%

Commodity Cost of Gas $/GJ 5.53$                 7.48$                 7.39$                 7.40$                 7.44$                 7.40$                 7.39$                 4.77$                 

Value of UAF gains/(losses) $ 764,240$          1,511,310$      (162,091)$        (16,520)$           (460,999)$        87,314$            453,330$          (444,981)$        

2012 2013 2014 2015 2016 2017 2018 2019 Total 2004 - 2019

Deliveries GJ 4,053,583         3,799,510         3,976,663         4,115,752         4,327,115         4,908,506         4,552,276         5,065,215         131,957,900          

UAF gains/(losses) GJ (4,802)               30,385               47,032               1,647                 (226,552)           (20,122)             (75,992)             (107,812)           (122,147)                 

UAF as a portion of deliveries % -0.12% 0.80% 1.18% 0.04% -5.24% -0.41% -1.67% -2.13% -0.09%

Commodity Cost of Gas $/GJ 3.65$                 3.24$                 3.25$                 3.57$                 1.93$                 2.39$                 1.53$                 1.38$                 

Value of UAF gains/(losses) $ (17,508)$           98,508$            152,995$          5,876$               (436,565)$        (48,052)$           (116,191)$        (148,457)$        1,222,208$            

2004 2005 2006 2007 2008 2009 2010 2011 

Deliveries GJ 33,705,691 27,703,800 6,982,442 7,624,889 6,645,159 6,178,233 4,197,lm 4,121,976 

UAF gains/(losses) GJ 138,224 202,128 (21,946) (2,233) (61,996) 11,801 61,3n (93,287) 

UAF as a portion of deliveri es " 0.41% 0.73% --0.31% -0.03" -0.93" 0.19% 1.46% -2,26% 

Commodity Cost of Gas $/GJ $ 5.53 $ 7.48 $ 7.39 $ 7.40 $ 7.44 $ 7.40 $ 7.39 $ 4.n 

Value of UAF gains/(losses) $ $ 764,240 $ 1,511,310 $ (162,091) $ (16,520} $ (4f,0,999} $ 87,314 s 4$3,330 $ (444,981) 

2012 2013 2014 2015 2016 2017 2018 2019 

Oeliverie.s GJ 4,053,583 3,799,510 3,976,663 4, 115,752 4,327,115 4 ,9Ql,SQ; 4,552,276 s,a;s,215 

UAF gains/(losses) GJ (4,802) 30,385 47,032 1,647 (226,552} (20,122) (75,992) (107,812) 

UAF as a portion of deliveries " --0.12% 0.80% L18" 0.04% -5.24% --0.41% -167% -2,13" 

Commodity Cost of Gas $/GJ $ 3.65 $ 3.24 $ 3.25 $ 3.57 $ 1.93 $ 2.39 $ 1.$3 $ 1.38 

Value of UAF gains/( losses) $ $ (17,.lal) $ 98,.lal $ 152,995 $ 5,876 $ (436,565} $ (48,052) $ (116,191) $ (148,457) 
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In response to BCUC IR 6.4, PNG stated it “… has not determined a specific cause of the UAF 
losses in each year of the 2015-2019 period.” 
 
93.6 Please explain whether the specific causes of UAF losses for the period 2015-2019 

will be examined in PNG’s “extensive review” proposed to be filed with the BCUC. If 
not, please explain why not. 

Response: 
 
PNG’s examination will focus on the specific cause or causes of UAF losses realized in 2019.  To the 
extent that PNG finds one or more causes of UAF losses that are systemic, rather than due to isolated 
events or errors, PNG will have also determined and resolved these causes that led to higher than 
expected UAF volumes in earlier years.  PNG notes that the UAF losses encountered on the PNG-West 
system in 2015 and again in 2017 were significantly below the 1.0 percent reporting threshold 
approved by the BCUC.   
 
 

 
In response to BCUC IR 6.2, PNG provided the following table comparing UAF loss 
percentages of selected Canadian natural gas utilities: 

 

93.7 If known, please explain why UAF losses on PNG’s systems are significantly higher 
compared to the other utilities with similar systems stated in the table above. 

Response: 
 
PNG does not know the specific reasons why UAF on PNG’s systems, as a portion of deliveries, is higher 
compared to the utilities presented in the table provided in response to BCUC IR 6.2.   
 
 
 
  

Notes 2015 2016 2017 2018 2019 Average 

Heritage Gas 1.02% 1.01% 1.02% 

AltaGas Utilities Rider H 1.28% 0.89% 1.05% 0.96% 1.37% 1.11% 

ATCO Rider D 0.57% 0.83% 1.02% 0.80% 

Enbridge Gas Dist ri but ion Forecast 0.99% 0.99% 

FortisBC Average of 2010- 2015 0.59% 0.59% 

Pacific Northern Gas Ltd. -0.04% 5.24% 0.41% 1.67% 2.13% 1.88% 

Pacifi c Northern Gas (N.E.) Ltd. 1.03% 5.30% -0.13% 1.41% 2.17% 1.96% 
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In response to BCUC IR 6.6, PNG provided the following table: 

 

93.8 As noted in the table above, from 2011 to 2014 monthly UAF volumes had both gains 
and losses. However, from 2015 to 2019 there have only been monthly UAF losses. 
Please discuss any changes since 2015 that have been identified as contributing 
factors to the monthly UAF losses without any reversals. 

Response: 
 
PNG has not identified any changes that may contribute to the trend in only monthly UAF losses that 
has been observed beginning in 2015.  Please see also the response to Question 93.6. 
 
 
 

93.8.1 Please confirm, or explain otherwise, whether the extensive review and 
examination proposed to be filed with the BCUC in 2020 will also include 
findings into why there have only been UAF losses since January 2015. 

Response: 
 
Please see the response to Question 93.6. 
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1.7% 

2.1% 
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In response to BCUC IR 6.7, PNG stated: 

The value of the UAF losses over the period from 2015 to 2019 total 
$743,000. In 2015 and 2017, UAF losses were below the threshold 1.0 
percent below which PNG records the UAF loss amount in the UAF volume 
deferral without having to seek further BCUC approval. In 2016, 2018 and 
2019, UAF losses exceeded the threshold 1.0 percent and PNG requested 
BCUC approval to record the full amount of the actual UAF losses in the UAF 
volume deferral account. 

93.9 Please explain the treatment in cases where PNG experiences UAF gains on its 
system. Specifically, are overall UAF gains in any given year to the account of the 
ratepayers or the shareholders? 

Response: 
 
Please see the response to Question 93.5.  UAF gains are to the account of PNG’s ratepayers. 
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In response to BCUC IR 6.8, PNG stated: 

Aside from implementing a pilot installation of AMR meters in Thornhill, PNG 
has not implemented any of the measures discussed in the preamble. PNG 
has not prioritized its limited resources to complete the other initiatives. As 
stated in the portion of the response to the BCUC information request 55.16 
in the PNG-West 2018-2019 Revenue Requirements Application proceeding 
that was not included in the preamble above, improvements to the unbilled 
estimate come at additional effort and cost, and the pursuit of these 
improvements is not expected to result in a significant improvement to the 
unbilled estimate. 

93.10 Please elaborate on whether PNG has performed a cost-benefit analysis of 
implementing the measures discussed in the preamble above. If available, please 
provide the details of the same. If not, please discuss why not. 

Response: 
 
PNG has not performed a cost-benefit analysis for implementing measures referred to in the preamble 
above that are:  (i) a pilot installation of approximately 1,650 automated meter reading (AMR) units; 
(ii) a  customer end-use survey in order to understand better the efficiencies of the gas appliances and 
building characteristics associated with the AMR installations; and (iii) undertaking a statistical analysis 
in order to refine its customer end-use model and unbilled consumption estimation method based on 
the data from a small sample of customers located in one geographic location. 
 
PNG notes that it has completed a pilot installation of AMR units and that it has submitted an 
application to the BCUC for approval of capital expenditures related to the installation of AMR for 
residential and commercial customers in the PNG(NE) service areas that is currently the subject of its 
own proceeding.  Aside from these activities, PNG has not completed a cost-benefit analysis of 
undertaking a customer end-use survey or statistical analysis.   
 
PNG further notes that the both the cost of UAF losses as well as the benefits associated with UAF 
gains are to the account of ratepayers.  As shown in the table provided in response to Question 93.5, 
over the entire 16 year period, the net benefit to PNG’s ratepayers of recording unaccounted for gains 
and losses in the UAF deferral account was $1.2 million. 
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In response to BCOAPO IR 2.1, PNG stated it “… submits that UAF is effectively a theoretical 
amount embedded in the gas supply of its operations and should be included in these costs.” 
 
93.11 Please explain what the statement “theoretical amount embedded in the gas supply 

of its operations and should be included in these costs” highlighted in the preamble 
means. 

Response: 
 
PNG concedes that the phrase may be misleading and suggests that a better phrase may have been as 
follows: “calculated amount embedded in the gas supply of its operations and should be included in 
these costs”.  As stated in PNG’s response to BCOAPO IR 2.1, the UAF is a calculated quantity to balance 
the total deliveries received onto the distribution system with total gas deliveries and total gas 
consumed by PNG from known sources in its operations.  The UAF will vary on a monthly basis and be 
on a net gain or net loss position as demonstrated in prior years. 
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 Reference: COST OF GAS 
Exhibit B-2 (Amended Application), Section 2.2.3, p. 32, Table 15; Exhibit B-
3, BCUC IR Series 7.0 
Unaccounted for Gas – Unbilled Estimate 

In response to BCUC IR 7.1, PNG stated: 

To arrive at the unbilled consumption for the calendar month, the resulting 
Daily Average Consumption is then multiplied by the number of days 
between when a customer’s meter is read, and the end of the calendar 
month, aggregated over all customers. 

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

Response: 
 
Please see the response to Question 93.10.   
 
 
 

94.2 Is PNG likely to implement solutions to access more accurate customer information 
in the future? If so, how would PNG achieve this and how would associated costs be 
recovered? 

Response: 
 
As described in PNG’s response to Question 93.10, PNG has submitted an application to the BCUC for 
approval of capital expenditures related to the installation of automated meter reading (AMR) 
infrastructure for residential and commercial customers in PNG(NE) that is currently the subject of its 
own proceeding.  AMR will allow more reads of consumption data to occur at or near the end of each 
calendar month and reduce the reliance on consumption estimates for the determination of monthly 
UAF volumes. Reduced reliance on estimates is expected to improve the analysis of UAF gains and 
losses.  The cost-benefit analysis, and customer benefits, of installing AMR are fully discussed in 
PNG(NE)’s Application for a Certificate of Public Convenience and Necessity to Implement Automated 
Meter Reading (AMR) Infrastructure that is currently in the evidentiary phase of a proceeding before 
the BCUC. 
 
PNG may consider implementation of AMR in the future but expects the business case to do so will 
show slightly lower benefits when compared to PNG(NE) mainly due to the fact that PNG does not 
have dedicated meter readers as this function is performed by existing customer service field staff, 
thereby resulting in less tangible financial benefits.  However, PNG will monitor the results of the 
PNG(NE) AMR Project and consider the benefits of more accurate customer information if/when a 
CPCN application for such a project is submitted to the BCUC. 
 
 
  

94.0 
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Further, in response to BCUC IR 7.2, PNG stated: 

PNG interprets this question to mean what factors could lead to an actual 
loss of gas during the period between when the meters are read, and the 
end of the calendar month. Losses of gas due to blown downs of the PNG-
West transmission system, venting of gas-actuated devices in compressor 
and regulating stations, and fugitive emissions from fittings and valves occur 
as part of PNG’s routine operation. PNG estimates the quantity of gas lost 
through these processes and accounts for them when determining the UAF 
volumes. Only the difference between PNG’s estimate of these emitted 
volumes, and the actual volumes is reflected in the UAF volume. As shown in 
Table 15 of the Amended Application, inaccuracies in the estimated blow 
down and vented volumes comprise a very small portion of the UAF. 

On page 32 of the Amended Application, PNG provides the primary drivers of UAF volumes 
on the PNG system in Table 15:   

 
94.3 Please confirm whether the blowdown and venting gas loss discussed in response to 

BCUC IR 7.2 above are the same as shown in Table 15 (Blowdown and venting 
estimate error, 0.03 percent) of the Amended Application. If not, please explain the 
difference between the two. 

 
Response: 
 
Confirmed.  As noted in the response to BCUC IR 7.2, only the difference between PNG’s estimate of 
the blowdown and vented volumes and the actual volumes is reflected in the UAF volume, and in the 
contribution of 0.03% of sales and transportation deliveries. 
 
  

1.20% 

1.00% 

0.80% 

0.60% 

0 .40% 

0.20% 

0 .00% 

Drivers of Unaccounted For Gas Volumes on PNG-West 
(In terms of the fraction of Sales and Transported Deliveries) 

= 1.13% Total 

Slowdown and 
Venting Estimate 

Error, 0.03¾ 

Measurement 
Error 0.10% 

Linepack Error, 
0.13% 

Accrual Error, 
0.88% 
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94.4 Please confirm, or explain otherwise, whether blowdown and venting estimates, 
measurement error and linepack error as discussed in Table 15 of the Amended 
Application are factors that result in UAF losses of monthly and bi-monthly billed 
customers. If yes, please explain why the accrual error is separately shown as a driver 
for UAF. 

Response: 
 
Not confirmed.  The four drivers of UAF volumes shown in Table 15, and discussed on pages 30 to 33 
of the Amended Application, are all independent and uncorrelated.  Please see also the response to 
BCUC IR 8.2. 
 
 
 

In response to BCUC IR 7.3, PNG stated: 

The unbilled estimate may not accurately reflect consumption during December 
owing to temperatures that can be at the extreme range of those used to 
develop the heat load factors, and to customer’s consumption patterns that 
may be different during the holiday period, as compared to the rest of the year. 

Further in response to BCUC IR 7.7, PNG stated: 

The unbilled estimate added to the residential and small commercial metered 
demand in each calendar month is reversed in the following month. Since the 
difference between the actual and estimated demand is reflected in either a 
UAF gain or loss in each month, the reversal of each estimate in the subsequent 
month will generate an offsetting UAF loss or gain. Therefore, over a calendar 
year, the contribution of errors in the unbilled estimate to the UAF volume for 
the calendar year is determined by the error in the December unbilled estimate, 
less the error in the unbilled estimate made in December of the previous year. 

94.5 Please clarify how PNG has determined that unbilled estimate error accounts for 
approximately 0.88 percent of UAF as a portion of deliveries. 

Response: 
 
The average of the net accruals over the 12-month period (that is the accrual in December of each 
year, less the accrual in December of the previous year) in each of the past five calendar years was 
correlated to variations in heating degree days (the difference between the heating degree days in 
December, and the heating degree days in December of the previous year).   
 
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 estimation algorithm, in all circumstances, to 
accurately reflect the physical consumption that occurred during the unbilled stub period.  Based on 
PNG’s analysis, deviations in the unbilled accrual from the actual, physical deliveries account for ± 
42,200 GJ, or ± 0.88 percent of the deliveries to Sales and Transportation customers.  
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94.6 Please clarify whether the December unbilled estimate also reverses in the following 
month. 

Response: 
 
Confirmed. 
  
 
 

94.7 Please elaborate on why an accrual error that is subsequently reversed causes 
significant UAF losses on PNG’s system. 

Response: 
 
Please see the response to BCUC IR 7.7. 
 
 
 

In response to BCUC IR 7.8, PNG stated: 

PNG wishes to clarify that a change to the “Days of Service” (DOS) report 
made in Q1 of 2016 was not an error and was in fact an intentional change to 
the method for determining days of service aggregated across each of the 
residential and small commercial customer classes. The unbilled estimate is 
determined from the “Daily Average Consumption”, calculated as described 
in the response to Question 7.1, multiplied by the DOS for that customer 
class. A one-time change to the DOS report therefore has an impact on the 
unbilled estimate that is not completely reversed in the subsequent month 
and, consequently, has an impact on the UAF volumes recorded in 2016. As 
stated in the preamble to this question, the impact on the UAF volumes is 
limited to the UAF volumes recorded in February and March 2016. 

94.8 Please confirm whether PNG continues to use the 2016 “DOS” as stated in the 
preamble above. 

Response: 
 
Confirmed. 
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Further on page 30 of the Amended Application, PNG states: “As noted previously, for the 
five-year period from 2015 to 2019, PNG-West has experienced average UAF losses equal to 
1.88 percent of deliveries.” 
 
94.9 Please provide the average UAF losses (2015-2019) as a percentage of deliveries 

after removing the one-time impact of the 2016 UAF losses due to change in the 
“DOS” highlighted in the preamble above. 

Response: 
 
Please see the table that follows.  The one-time impact of the 2016 UAF losses due to change in the 
“DOS” is to decrease the UAF losses in 2016 by 52,951 GJ. 
 

 
 
 
 

 
  

2015 2016 2017 2018 2019 Average

Deliveries 4,115,752         4,327,115         4,908,506         4,552,276         5,065,215         

UAF gains/(losses) 1,647                 (226,552)           (20,122)             (75,992)             (107,812)           

UAF gains/(losses) as a 

portion of deliveries
0.0% -5.2% -0.4% -1.7% -2.1% -1.9%

Adjustment for Change in 

DOS Report
-                      52,951               -                      -                      -                      

Adjusted UAF gains/(losses) 1,647                 (173,601)           (20,122)             (75,992)             (107,812)           

Adjusted UAF gains/(losses) 

as a portion of deliveries
0.0% -4.0% -0.4% -1.7% -2.1% -1.6%

I 

I 

I 
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D. OPERATING EXPENSES 

 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.5, p. 40; Exhibit B-3, BCUC IR 17.1, 17.4 and 17.5; 
Exhibit B-5, BCOAPO IR 4.1   
Account 685 – General Operations 

On page 40 of the Amended Application PNG states: 

Test Year 2020 expenditures of $3.229 million [for Account 685 – General 
Operations] 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. 

In response to BCUC IR 17.4, PNG stated “[f]or Decision 2019, included in Operating costs 
were $104,000 for Digital Data Maps and $200,000 for GIS Contractor Costs… PNG confirms 
that these costs are not included in Test Year 2020.” 
 
In response to BCUC IR 17.5, PNG stated: “[i]n terms of cost savings, PNG has removed six 
summers students from its budget, saving $100,000 in operating costs. By reducing reliance 
on temporary employees, PNG will save another $264,000 (between capital and O&M). The 
FTE cost for the four field staff is estimated to be $412,000.” 

In response to BCOAPO IR 4.1, PNG stated: 

In 2019, the actual change in overall Operating expenses was actually 
$776,000 (or 7.3%) under the Decision 2019 amount. The variance is 
explained primarily by: sustainment costs of $200,000 for the GIS system 
that were not incurred because of a strategic decision to delay the go-live of 
the GIS system, $254,000 in Maximo sustainment costs that were capitalized 
in compliance with US GAAP, and approximately $120,000 in training and 
travel cost savings due in part to the vacancy of the Manager, EH&S and 
related reduced travel to field sites. Other favourable variances occurring in 
2019 were in employee benefits of $73,000 for negotiated benefits budgeted 
that employees did not utilize and a variance of $82,000 for operational 
supplies that were not purchased because of the increased focus in 2019 on 
executing a significant capital program. 

  

95.0 
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95.1 Further to the explanations provided in the preamble, please provide a breakdown of 
the increase in Account 685 – General Operations from Actual 2019 to 2020 and 
2020 to 2021, quantifying the individual factors contributing to the cost increases 
and offsetting cost savings. 

Response: 
 
In preparing the response to this information request, PNG identified a data input error in its regulatory 
schedules pertaining to the Actual 2019 costs accumulated in Account 685.  The Amended Application 
erroneously reported this amount as $2.023 million when it should have been reported as $2.872 
million.  PNG apologizes for any confusion this error has caused and will reflect the corrected figure in 
the final regulatory schedules. 
 
The table that follows provides a detailed breakdown of the increases in Account 685 requested, in 
consideration of the corrected amount for Actual 2019. 
 

 
 
 

 
  

Test Year 2021 vs Test Test Year 2020 vs Actual 

Account 685- General Operations Test Year Year 2020 Test Year 2019 Actual 

2021 $ % 2020 $ % 2019 

Labou r 2,411,900 132,200 6% 2,279,700 347,700 18% 1,932,000 

Bonus 305,000 10,800 4% 294,200 (30,800) -9% 325,000 
Auto 519,600 4,400 1% 515,200 (47,800) -8% 563,000 

Employee Expenses 170,800 3,300 2% 167,500 (69,500) -29% 237,000 

Training & Dues 52,300 1,000 2% 51,300 21,300 71% 30,000 

Contractors 855,900 244,000 40% 611,900 285,900 88% 326,000 

Office Suppli es, copier leases, couri er 65,000 1,300 2% 63,700 (19,300) -23% 83,000 
Phone 100,900 2,000 2% 98,900 3,900 4% 95,000 

Mate rials 23,500 400 2% 23,100 (27,900) -55% 51,000 

Li censes 107,600 2,100 0% 105,500 1,500 0'/4 104,000 

Utili t ies 26,000 500 2% 25,500 500 2% 25,000 

Subtotal 4,638,500 402,000 ~ 9% 4,236,500 465,SOO ~ 12% 3,nl,000 
Less : Sha red Servi ce Cost All ocation 1,125,500 1,007,500 899,000 

3,513,000 I 3,229,000 2,sn,000 
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In response to BCUC IR 17.1, PNG filed in confidence the expected start dates and salaries of 
the new management positions. 
 
95.2 Please discuss whether there are any changes to the expected start dates of the new 

positions.  If so, please comment on any material impacts to the cost of service in the 
Test Period.  

Response: 
 
Please note the updated estimated start dates for the Integrity Engineer and the Lands/FN 
Coordinator.  The revised start dates do not have a significant impact on the Test Year 2020 cost of 
service. 
 

New Position 
 

Estimated Start Date 
(BCUC IR 17.1) 

Revised Start Date 
 

Project Engineer 
 

April 20, 2020 April 20,2020 (Hired) 

Integrity Engineer 
 

May 15, 2020 June 15, 2020 

Lands/FN Coordinator 
 

May 15, 2020 June 1, 2020 

 
 
 
Further in response to BCUC IR 17.5, PNG stated:  

With the reduction of summer students, PNG is also reducing the risks 
associated with young and inexperienced workers from a safety and 
WorkSafeBC perspective. 

PNG further notes that the hiring of these additional full-time employees will 
address significant demographic and work force challenges, as these 
employees are part of overall succession planning. PNG currently has a 
number of employees in the Construction and Maintenance department that 
are able to retire with unreduced pensions at any time. By hiring these full-
time employees now, PNG can ensure continuity and that there is a transfer 
of knowledge. 

95.3 Please confirm, or otherwise explain, that there is an incremental cost increase to 
hiring the four field staff ($412,000 - $100,000 - $264,000 = $48,000).  

Response: 
 
PNG confirms that the incremental cost increase to hire the four field staff is $48,000.  
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95.3.1 Please discuss the saving achieved by reducing the risks associated with 
student workers from a WorkSafeBC perspective.  Please comment on any 
recent premium increases due to student workplace injuries, and any 
expected changes to the annual premiums in the Test Period and in future. 

Response: 
 
The positions noted are safety-sensitive positions and the savings achieved by reducing the risks 
associated with student workers would come from the time involved to train, orientate and supervise 
the student workers as per WorkSafeBC requirements.  
 
There have been no changes to PNG’s WorkSafeBC premiums due to student workplace injuries, nor 
does PNG anticipate changes to its premiums as a result of this change. 
 
While there are no direct savings from a WorkSafeBC perspective, PNG takes safety extremely 
seriously, and recognizes that there are situations where student workers could be at a higher risk of 
injury.  For example, in 2016 PNG experiences a disproportionately high number of vehicle accidents 
from summer students.  While this was rectified, directionally, PNG must implement more training and 
supervision to prevent incidents when it employs student workers.  WorkSafeBC has also placed more 
emphasis on precautions for young and inexperience workers as a result of data accumulated from 
industry throughout British Columbia.  Thus, in the final analysis, PNG’s scope of acceptable work for 
students has become smaller than in prior years, particularly with the narrow training window for short 
work terms.   
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 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.7, p. 44; Exhibit B-3, BCUC IR 18.3, 18.3.2, 18.4 and 
18.5 
Account 711/713/714 – New CIS System 

In response to BCUC IR 18.3, PNG stated: 

The new CIS system costs are composed of the following: 

1. BCUC 713 - Shared Services Allocation for Implementation Costs – as 
noted in the Amended Application and the preamble above, the total 
shared implementation costs of $16.5 million will be capitalized by 
AUI and amortized over ten years and the related costs will be 
allocated to PNG on a cost recovery basis using customer count. For 
Test Year 2021, the total costs to AUI, HGL and PNG will be $1.74 
million of which PNG will be allocated $0.51 million. PST will be 
required to be added to these shared services charges to PNG which 
will result in a total of $0.55 million and will be allocated to PNG-
West and the PNG(NE) divisions based on customer count as noted 
in the table below: 

 

2. BCUC 713 - Shared Allocation of CIS Support Costs – these include 
costs required to support the new CIS system and include the costs 
to operate the HelpDesk and other IT related costs. The total costs 
for Test Year 2021 are forecast to be $1.4 million of which PNG will 
be allocated $0.26 million based on customer count. PST will also be 
required to be added to this amount and result in total costs of $0.28 
million to be allocated to PNG-West and the PNG(NE) divisions as 
follows: 

 

3. BCUC 713 - Direct Operating Costs – this refers to the annual license 
maintenance fees to be paid by PNG forecast to be $20,415 for Test 
Year 2021 to be allocated to all the PNG divisions based on customer 

count and result in an allocation of $9,985 to PNG-West , $9,834 to 

PNG(NE) FSJ/DC and $596 to PNG(NE) TR division. 

  

96.0 

Year 

2021 

2021 

ACI Utllltltes 

1,738,999 

ACI Util ltites 

1,430,865 

PNGConsol 

510,785 

PNG Consol 

257,613 

PNG Consol 

+PST 

546,540 1 

PNG Consol 

[ •················· Allocation •·····················) 
PNG West FSJ/DC TR 

267,313 I 263,269 15,959 

-----Allocation------

+f>ST PNGWest FSJ/DC 

132,nB 
TR 

8,049 21s.646 .. I _.......,134......._,s_ia_.l 
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In response to BCUC IR 18.3.2, PNG provided the following table showing a summary of the 
annual ongoing costs for the new CIS system for Test Year 2021 and the forecast for years 
2022, 2023 and 2024: 

 

 

96.3 Please explain the expected increase of costs allocated to PNG (consolidated) from 
2021 to 2022 for shared CIS support costs and direct costs. 

Response: 
 
The expected increase of costs from 2021 to 2022 is mainly due to the CIS shared services charges and 
direct costs pertaining to a full year of service in 2022 compared to only eight months in 2021. 
 
 
 

On page 44 of the Amended Application, PNG states the new CIS system is expected to go 
live in April 2021.  
 
In response to BCUC IR 18.4, PNG stated:  

The annual license fee costs to PNG for Test Year 2020 have been 
categorized as development costs and have been included in capital for Test 
Year 2020. 

96.4 Considering the system is expected to go live in April 2021, please explain why 
license fee costs are expected to be incurred in Test Year 2020. Please clarify 
whether other annual fees (i.e. maintenance) are expected to be incurred prior to 
the CIS system going live.  If so, please quantify the annual fee(s) and explain why the 
fee(s) is incurred prior to going live.   

Response: 
 
The license fees are required in Test Year 2020 for the development and testing of the system.  As 
noted in response to BCUC IR 18.4, the annual license fee costs for Test Year 2020 are included in 
capital as development costs.  A pro-rated amount for 4 months of the annual maintenance license fee 
cost are also included in capital as development costs in Test Year 2021.  The remaining 8 months of 
these costs are included in the annual operating costs as noted in the response to Question 96.2. 
 

 
  

BCUC713 PNG Consol I •.•.•••..•.•••.•.• Allocation •····················· l 
Year +PST PNGWest FSJ/DC TR 

CIS shared services charges and direct costs 2021 842,601 412,116 405,881 24,604 

CIS shared services charges and direct costs 2022 1,360,4SO 665,396 655,329 39,725 

CIS shared services charges and direct costs 2023 1,335,220 653,056 643,175 38,988 

CIS shared services charges and direct costs 2024 1,310,401 640,917 631,220 38,264 
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In response to BCUC IR 18.5, PNG stated: 

PNG also expects to realize further financial benefits from the new CIS 
system commencing in Year 2022 after the new CIS system has been fully 
implemented. PNG expects that less internal resources will be required with 
the new system and plans to reduce the CIS technical support group by one 
headcount. 

96.5 Please provide the anticipated cost saving, if any, as a result of one less CIS support 
technician. 

Response: 
 
PNG expects the annual costs savings of one less CIS support technician on a consolidated basis to be 
in the range of $100,000 to $140,000 commencing in 2022. 
 
 

On page 44 of the Amended Application, PNG states that “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.” 

96.6 Please provide a copy of the executed Shared Services Agreement related to the CIS 
system. If not yet finalized, please provide the anticipated date the Shared Services 
Agreement will be executed. 

Response: 
 
PNG anticipates executing the Shared Services Agreement for the CIS system in the first quarter of 
2021. 
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 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.5.1, pp. 52-53, Table 21; Exhibit B-3, BCUC IR 20.2.2, 
20.3.1 
and 20.4 
Account 721 – JDE Accounting System 

On page 53 of the Amended Application, PNG provided a summary of the consolidated JDE 
system costs for Test Year 2020 and 2021 in Table 21.  
 
In response to BCUC IR 20.2.2, PNG stated: 

Phase One started in June 2018 and was completed in May 2019. Phase Two 
started in May 2019 and was completed at the end of February 2020. Phase 
Three started in March 2020 and is expected to be completed by the end of 
June 2021. 

In response to BCUC IR 20.3.1, PNG provided a breakdown of the activities in phase three. 

97.1 Please provide a breakdown of the total JDE project costs, by phase, activity and 
year, prior to any allocations to the sister entities.   

Response: 
 
As this information is proprietary to the TSU (formerly ACI) group of companies, PNG has provided the 
requested information on a confidential basis. 
 

 

97.2 Please expand Table 21 on page 53 of the Amended Application to include the actual 
costs for 2018 and 2019, and the phase to which the costs relate. 

Response: 
 
PNG did not incur any operating costs for the new JDE system in 2018 and 2019.   As noted on Page 52 
of the Amended Application, $530,000 of costs were capitalized in 2019 for the purchase of JDE 
licenses, which will begin to be depreciated in Test Year 2021. 
 
For 2018 and 2019 and through to February 26, 2020, PNG used the JDE system that was hosted by 
AltaGas Ltd.  The operating costs related to this were embedded in the Shared Corporate Services Cost 
charges paid to AltaGas Ltd. in 2018 and to AltaGas Canada Inc. in 2019, and the JDE charges were not 
explicitly identified.  PNG also notes that only a portion of these Shared Corporate Services Cost 
charges were recovered in customer rates.   
 
 

 
  

97.0 
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On page 52 of the Amended Application, PNG states: 

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. [Emphasis Added] 

In response to BCUC IR 20.4, PNG stated:  

The Shared Services Agreement related to the JDE system is still being 
reviewed. PNG will submit a copy of the agreement with the BCUC upon its 
execution. 

97.3 Please provide the anticipated date the Shared Services Agreement will be executed. 

Response: 
 
PNG anticipates executing the Shared Services Agreement for the JDE system by the end of June 2020. 
 

 

97.4 Please discuss whether the new JDE accounting, CIS and HRIS payroll systems are 
connected or interface with one another or other PNG systems.  If so, please specify 
the other system(s) and describe how the other system(s) complements the JDE 
accounting, CIS and HRIS payroll system. 

Response: 
 
PNG advises that the new JDE accounting, CIS and HRIS payroll systems are not connected and do not 
directly interface with each other.  However, the CIS and HRIS systems are being configured to export 
flat files that can be used for uploading into JDE and avoid duplication of data entry for journal entries.  
In addition, the CIS system will be configured to directly interface with the Maximo system, which will 
allow work orders to be generated in the CIS system and managed through the Maximo work 
management system, as well as enable better tracking and management of meters in Maximo. 
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 Reference: OPERATING EXPENSES 
Exhibit B-3, BCUC IR 21.2 and 21.5  
Account 721 – New Payroll System 

In response to BCUC IR 21.2, PNG stated: 

As the new payroll system is a web-based platform, each entity has paid its 
own costs for the implementation of the system. PNG paid $72,000 in 2019 
for implementation costs associated with Phase One. These costs were set 
up as a prepaid expense and are being amortized as an expense over an 
eight-year period. Additional costs of approximately $36,000 are expected to 
be paid in 2020 to implement Phase Two, and these costs will also be 
amortized over the remaining term of the licenses.  

These costs, together with ongoing subscription costs for Test Years 2020 
and 2021, are included in the Amended Application and allocated as follows:  

 

 
98.1 Please provide a table of total actual to date and forecast implementation costs by 

year and division for the new payroll system. 

Response: 
 
Actual to date implementation costs are $72,000 and further implementation costs of $36,000 are 
planned to be paid in Q3 2020.  These costs will be amortized over 7 years for the Phase One costs and 
over 6 years for the Phase 2 costs. 
 
These costs are allocated to the Divisions as follows: 
 

 
 
 

 
  

Implementation Costs by Division Phase One Phase Two Total

PNG (West) 54,000       27,000       81,000       

PNG (NE) FSJ/DC 17,100       8,500          25,600       

PNG (NE) TR 900             500             1,400          

Total 72,000       36,000       108,000     

98.0 

2020 2021 

PNG-West $ 57,000 $ 70,000 

PNG(NE) FSJ/DC 18,000 19,000 

PNG(NE) TR 1,000 1,000 

Total $ 76,000 $ 90,000 

t 
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98.2 Please provide a breakdown of the 2020 and 2021 cost of service impact of the new 
payroll system by division between prepaid implementation costs, ongoing 
subscription costs and any other ongoing costs. 

Response: 
 
Please see the table that follows. 
 

 
 
 

 
In response to BCUC IR 21.5, PNG stated: “[a]t this time, PNG does not anticipate any annual 
cost savings associated with the new HRIS system.” 
 
98.3 Please explain whether there is any annual incremental cost increase associated with 

the new HRIS system as compared to PNG’s previous system. If so, please quantify 
the incremental cost increase.  

Response: 
 
PNG is unable to quantify the incremental costs for the new HRIS system as compared to PNG’s 
previous system.  The JDE payroll module previously in place was hosted by AltaGas Ltd. until February 
26, 2020 and these operating costs were embedded in the Shared Corporate Services Cost charges 
paid to AltaGas Ltd. in 2018 and to AltaGas Canada Inc. in 2019 and the JDE payroll charges were not 
explicitly identified.  PNG also notes that only a portion of these Shared Corporate Services Cost 
charges were recovered in customer rates.   
 
 

 
  

Cost of Service 2020 2021 

PNG (West) - Prepaid Implementation 10,000 12,200 

PNG (West) - Subscriptions 47,000 57,800 

PNG (NE) FSJ/DC - Prepaid Implementation 3,200 3,900 

PNG (NE) FSJ/DC - Subscriptions 14,800 15,100 

PNG (NE) TR- Prepaid Implementation 200 200 

PNG (NE) TR - Subscription 800 800 

Total 76,000 90,000 
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 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1, p. 38; Exhibit B-5, BCOAPO IR 3.3  
Account 665 – Pipelines – Right of way clearing 

On page 38 of the Amended Application, PNG states: 

Right of Way (ROW) clearing costs for Test Year 2020 are forecast to be 
$514,000, an increase of $222,000 compared to Decision 2019 costs of 
$292,000. Costs for Test Year 2021 are forecast to be $524,000.  

In response to BCOAPO IR 3.3, PNG stated:  

The estimated incremental cost increase for the 2020/2021 ROW clearing 
campaigns due to increased ILI inspections and third-party crossing and 
proximity activity is approximately $100,000. 

99.1 Please confirm, or otherwise explain, that the $100,000 increase mentioned in 
response to BCOAPO IR 3.3 is part of the overall $222,000 increase of Right of Way 
(ROW) clearing costs from Decision 2019 to Test Year 2020. 

Response: 
 
PNG can confirm that the $100,000 increase due to increased ILI inspections and third-party crossing 
is part of the overall $222,000 increase of RoW clearing costs from Decision 2019 to Test Year 2020. 
 
 

 
99.1.1 If confirmed, please explain the remaining increase of approximately 

$122,000. 

Response: 
 
The remaining increase of approximately $122,000 is indicative of PNG’s 2020/2021 plans to perform 
right of way clearing in its most geographically challenging and environmentally sensitive terrain, 
specifically MP 202-209 (Telkwa Pass area), MP273-311 (Prince Rupert mainline section along the 
Skeena River Channel), and MP311-361 (remote watersheds).   
 
All of these areas present particularly challenging access, as well environmentally sensitive areas.  This 
amounts to increased access costs for ground crews (helicopter, river boat, etc.), increased 
environmental related costs for assessments, and subsequent implementation of prescriptions 
(monitoring, specialty water crossing situations, etc).  PNG’s inability to utilize mechanical brushing in 
several locations along these sections necessitates the use of hand slashing crews, which typically 
increases costs significantly due to the increased effort and duration to effectively clear equivalent 
lengths of RoW. 
 

 
  

99.0 
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 Reference: OPERATING EXPENSES 
Exhibit B-2, Section 2.3.2, p. 39; Exhibit B-3, BCUC IR 16.4  
Account 666 – Compressors 

On page 39 of the Amended Application, PNG states:  

PNG-West has forecast Test Year 2021 costs of $648,000 to be similar to 
those for Test Year 2020, with the increase reflecting inflationary pressures. 
… Forecast 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. 

In response to BCUC IR 16.4, PNG stated: “The robotic inspection project is estimated at 
$78,000 of a consolidated budget of $798,000.” 
 
100.1 Please elaborate on the consolidated budget of $798,000, including a breakdown of 

the forecast costs by year and divisions (PNG-West, PNG(NE) FSJ/DC and PNG(NE) 
TR) and confirm whether these costs are included in Account 666 - compressors for 
all divisions. 

Response: 
 
In preparing the response to this question, PNG determined that that the consolidated budgetary 
figure for Test Year 2021 of $798,000 provided in response was incorrect and should have been 
$648,000 as noted in the Amended Application, as reproduced in the preamble to this question.  
Further, “consolidated” was an unfortunate choice of words as the $648,000 pertains solely to PNG-
West.  PNG apologizes for any inconvenience arising from these oversight errors. 
 
 

 
  

100.0 
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 Reference:  OPERATING EXPENSES 
Exhibit B-2, Section 2.3.1, p. 38; Exhibit B-3, BCUC IR 10.1.1 
Management System 

On page 38 of the Amended Application, PNG states:  

Following 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). PNG-West has forecast approximately $200,000 for 
each of Test Year 2020 and 2021 for third party support to execute these 
activities.” 

In response to BCUC IR 10.1.1, PNG stated:  

…the “management system” described in this Amended Application is a 
generic, collective, and overarching term to describe the suite of Asset and 
Integrity Management System improvements, business practices, and 
management strategies to better manage and prioritize risks… 

Further in response to BCC IR 10.1.1, PNG provided information on the types of 
improvements, business practices, and management strategies to better manage and 
prioritize risk, which include but are not limited to:  

 Segment-by-Segment Risk Assessment 

 Management of Change (MoC) 

 SCC Management Program 

 Geohazards Management Program 

 Computerized Maintenance Management Systems (CMMS) 

 Contractor Management Plan (CMP) 

 Geographical Information System (GIS) 

 Security Management Plan 

 Emergency Response Plan 
 
101.1 Please confirm that the forecast third party support costs for Test Year 2020 and Test 

Year 2021 are to (a) perform the initial assessments of PNG’s initiatives to better 
manage and prioritize risk, and (b) to develop a management system. If not 
confirmed, please clarify what the forecast third party costs relate to.  

Response: 
 
PNG can confirm that the forecast third-party support costs for Test Years 2020 and 2021 are 
specifically in support of geohazard assessment and management.  Forecast costs for these test years 
are to perform further initial assessments of geohazards and associated risks across PNG’s operating 
area.  These assessments will ultimately factor into associated management systems and PNG’s overall 
risk reduction and integrity focused operational approach. PNG notes that these assessments are 
lengthy in duration and are expected to carry sustained costs into future test periods.  
 
  

101.0 
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101.2 In the scenario where the management system assessment indicates the initiatives 
undertaken by PNG are insufficient or excessive, please explain how this will impact 
the initiatives currently underway and forecast costs during the Test Period.  

Response: 
 
PNG wishes to clarify that the initial assessments referenced are those associated with assessing the 
hazards and risks of a geotechnical and hydrotechnical nature in order to inform an associated 
management system.  They are not (at least not directly) assessments of current management systems. 
 
The assessments and initiatives identified in the preamble that are currently underway by PNG are in 
response to an identified need for improvement in order to meet growing focus and expectation in 
these areas by the provincial technical regulator and to further align with the activities and 
management strategies of similar pipeline industry operators.  Specifically, PNG notes that prior to 
initial geohazard inventory and assessment works undertaken on small but high risk portions of the 
PNG pipeline system in 2018 and 2019, PNG did not have any documented reference to geohazard 
identification and assessment.  PNG also notes that PNG’s risk of pipeline failure due to geohazards is 
generally higher compared to other utilities due to challenging, mountainous terrain and conditions in 
remote parts of Northern BC.  As per the response to Question 101.3, funds for these activities were 
also budgeted and approved in the 2018-2019 Revenue Requirements Application.  Given the 
aforementioned circumstances, along with improvements in technology for geohazard assessment in 
recent years, PNG believed it was prudent to advance aspects of this work. 
 
While PNG fully expects and intends for assessments, initiatives, and management activities to carry 
into future test periods as part of ongoing continuous improvement, it is not expected that forecast 
costs during the 2020-2021 test period will be impacted. 
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101.3 Please elaborate on the “activities undertaken in 2018 and 2019” that led PNG to 
develop a Management System and explain whether there are any costs related to 
the management system in the prior Test Period.  

Response: 
 
PNG submits that a pre-determined need for management system improvements associated with the 
activities listed in the preamble led to undertaking activities in 2018 and 2019, not the reverse.  
Activities undertaken in 2018 and 2019 specific to the referenced content on page 38 of the Amended 
Application were associated with initial geohazard identification and assessment work resulting from 
PNG’s identified need to develop a geohazard management system in order to meet the requirements 
of CSA Z662, the evolving focus on geohazard risk management by the provincial technical regulator, 
and to align with industry standard.  
 
Geohazard identification and assessment work in 2018 and 2019 was focused on and limited to MP 
311 to MP 362 of the Prince Rupert NPS 8 transmission mainline which is one of the highest 
geotechnically and hydrotechnically active areas of the PNG pipeline system as indicated by historical 
frequency of known pipeline incidents in the coastal mountain terrain.  This work was coincident to 
and an integral part of an initiated multi-year pipeline remediation project in this area known as the 
Salvus to Galloway Pipeline Remediation Project.  As a result, all assessment related costs within the 
previous test period were captured within the Salvus to Galloway Remediation Project and were as 
reported in response to BCUC IR 10.1.2 and reproduced below.  
 

Management System Element 2018 2019 2020 2021 

Geohazard $135,000 $83,000 $200,000 $200,000 
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101.4 Please clarify the last time PNG’s operation strategy was evaluated, and the 
results / recommendations from the evaluation.  

Response: 
 
PNG’s operational strategy as it pertains to hazard identification, risk management, integrity 
management, and safety and loss management, and the associated initiatives and programs identified 
in the preamble are subject to ongoing evaluation and continuous improvement as required by the 
provincial technical regulator (BCOGC, Oil and Gas Activities Act, Compliance Assurance Program, and 
Pipeline Regulation Section 7) and by Section 3 Safety and Loss Management and Annex N of CSA Z662-
19.  This is further formalized and reinforced by semi-regular self-assessments and regulator mandated 
audits of the PNG Safety and Loss Management System which is inclusive of PNG’s integrity 
management plans.  PNG’s most recent self-assessment was performed and submitted to the 
provincial technical regulator in January 2020.  PNG’s most recent formal audit by the provincial 
technical regulator was in 2014 and a full-scale audit of PNG’s systems is scheduled for late Q3 2020.  
 
The 2014 BCOGC audit specifically identified necessary improvements related to pipeline risk 
assessment at a segment-by-segment level of granularity, management of change processes, integrity 
program planning, and audit and continual improvement processes.  While PNG has made some 
progress, there are opportunities to improve and the standards/regulations have only increased.  In 
PNG’s 2020 self-assessment, the improvement opportunities associated with the following were 
identified: 

• Hazard identification and risk assessment for the entire pipeline lifecycle 

• Management of Change 

• Integrity specific training and competency 

• Performance measurement and internal auditing 
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 Reference:  OPERATING EXPENSES 
Exhibit B-3, BCUC IR 13.2, 13.3, 13.3.1, 13.4; PNG-West Division 2018-2019 
RRA proceeding, Exhibit B-3, BCUC IR 30.1; PNG-West Division, 2016-2017 
RRA proceeding, Order G-131-16 with reasons for decision dated August 
10, 2016, Section 4.1, p. 18  
Accounting Treatment of ILI Tool Runs 

In response to BCUC IR 13.2, PNG stated:  

 ILI runs are normally expensed in the year incurred, except for the EMAT 
ILI tool as noted below. This is in accordance with US GAAP. Variances 
are recorded in a deferral account to be amortized the following year. 

 EMAT runs – this pertains to a fairly new ILI tool for transmission 
pipelines first introduced in PNG’s 2016-2017 Revenue Requirements 
Application and further addressed in the 2018-2019 Revenue 
Requirements Application. Based on Orders G-131-16 and G-151-18, PNG 
was directed to capitalize these costs and depreciate them over a 10 
year period which is in compliance with US GAAP. 

102.1 Please explain if the accounting treatment for ILI runs and EMAT ILI runs for PNG’s 
regulatory purposes, is the same treatment for PNG’s financial statement purposes.  
If not, please comment on the differences.  

Response: 
 
PNG confirms that the accounting treatment for ILI runs and EMAT ILI runs is the same for regulatory 
purposes and for financial statement purposes. 
 
 
 

In response to BCUC IR 13.3, PNG provided the following table:  

102.0 

2021 2020 2019 2018 2017 2016 2015 

Forecast Forecast Decision Actual Decision Actua l Decision Actual Decision Actua l Decision Actual 

Number of 
executed Ill tool 

runs 3 4 2 3 2 

Total Expensed Ill 
Tool Runs 196,000 889,000 113,000 238,000 134,000 585,000 160,000 75,000 23 1,000 204,000 220,000 178,000 

Total Capitalized ILi 

Tool Run Costs 2,893,975 2,174,062 334,188 1,232,474 1,270,891 462,961 484,950 

Number of 
Executed 

Investigative Digs 41 36 106 203 211 
Total Expensed 

Investigative Dig 

Costs 608,000 594,000 521,000 430,000 511,000 148,000 500,000 277,000 489,000 535,000 488,000 467,000 

Number of 

Executed 
Capitalized Repairs 12 14 9 2 8 

Total Capitalized 
Repair Costs 

Resulting from 
Invest igative Digs 1,042,475 1,020,905 199,202 583,310 195,700 449,023 370,370 189,245 363,609 43,140 323,657 133,289 
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102.1.1 Please explain why EMAT ILI runs have a different accounting treatment 
from other ILI runs. Please identify any specific characteristics of the EMAT 
and other ILI runs that justify the different accounting treatment.  

Response: 
 
Under both the 2016-2017 and the 2018-2019 Revenue Requirements Application proceedings, it was 
established that US GAAP allowed both expensing and capitalization of EMAT ILI runs.  Due to the 
EMAT ILI runs being a new technology that provided new more valuable information for a period of 
time but was very significant in cost, PNG requested capitalization treatment.  Under Orders G-131-16 
and G-151-18, the BCUC approved and directed PNG to capitalize EMAT ILI tool runs in accordance 
with US GAAP and depreciate them over a period of 10 years.   
 
PNG acknowledges that there have been significant developments and advancements in magnetic flux 
leakage (MFL) ILI technology in recent years allowing for ILI run results to provide a similar longevity 
benefit as those employing EMAT technology for the purposes of crack and linear anomaly detection.  
Employing either or both advanced technologies (versus dated conventional MFL technologies) 
produce similar useful baseline conditions and long-term information to improve pipeline useful life 
and are on similar recurring schedule frequencies.  As such, there should not be a distinction between 
the nature of costs incurred for modern multi-technology combination platform MFL tool and EMAT 
ILI runs. 
 
After further review, PNG has concluded that the modern and sophisticated MFL based ILI runs and 
EMAT ILI runs are similar inspection activities and accordingly should have the same accounting 
treatment for both regulatory and financial statement purposes.  It is PNG’s view that significant new 
ILI runs should also be capitalized to plant under BCUC Account 469 in the same manner as EMAT ILI 
runs.  PNG would continue to expense smaller regular pigging runs and any variances from these 
regular ILI runs would continue to be recorded in a deferral account consistent with past practice.  Both 
these accounting treatments are in accordance with US GAAP. 
 
As a result, PNG is proposing to seek capital treatment (BCUC Account 469) for one significant MFL ILI 
run totaling $817,014 that is planned for 2020 and is included in PNG’s operating expenses (BCUC 
Account 665) for Test Year 2020 in its Amended Application.  The impact of this proposal is a decrease 
to the revenue requirement of approximately $1.1 million in Test Year 2020 and an increase in the 
revenue requirement of approximately $1.3 million in Test Year 2021.   
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102.2 Please identify the relevant factors from PNG’s perspective that should be 
considered in determining the accounting treatment for investigative dig costs in 
accordance with US GAAP. 

Response: 
 
PNG submits that investigative digs are planned maintenance activities incurred during a pipeline 
repair project preliminary stage and depending on the findings, may result in subsequent capital cut-
out activities.  Historically, a small percentage of executed investigative digs lead to capital repairs, as 
evidenced by the table provided in the response to BCUC IR 13.3.  
 
As capital expenditures are not probable at the time of the investigative digs, it would not be 
appropriate to capitalize this investigative work.  US GAAP is prescriptive on costs incurred during a 
project preliminary phase prior to the construction of any project being “probable”.  All costs incurred 
at this stage are expensed, irrespective of whether a project is later identified by way of the 
investigative work.  Costs that are direct and clearly incremental to extend the life of an asset would 
be capitalized once the project is probable and during the construction phase. Costs related to the 
evaluation of potential projects or locations such as investigative digs should be expensed.   
 

 
 

102.2.1 Considering that like EMAT ILI runs, investigative digs relate to inspection 
and maintenance activities to continue servicing contracts to supply gas to 
customers, please explain why investigative digs have a different accounting 
treatment from EMAT ILI runs.   

Response: 
 
PNG notes that prior to 2013, investigative digs costs were capitalized as the costs were recorded in a 
rate base deferral account.  During the 2013 RRA proceeding and under Order G-114-13, it was 
determined that investigative digs are period expenses incurred as part of PNG’s ongoing operational 
pipeline maintenance program and should be recorded as an operating expense in the year incurred.  
PNG notes that under Order G-114-13, the BCUC also directed PNG to record any variances in 
investigative dig costs to a deferral account to be amortized the following year.  PNG has complied 
with this directive.  Please also see the response to Question 102.2.   
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In response to BCUC IR 30.1 in the PNG-West 2018-2019 RRA proceeding, PNG stated: 

…we note that US GAAP ASC 908-360-25 from the Airlines industry guideline 
specifically addresses the treatment of overhaul costs and allows for both a 
direct expensing method and a deferral treatment, in which capitalized costs 
are amortized to the next major inspection. As the overhaul costs related to 
aircraft components have both aspects of inspection and maintenance, PNG 
believes that the EMAT ILI costs are comparable to overhaul costs discussed 
in the airlines guidance. As such, PNG believes that major inspections and 
maintenance would qualify for capitalization. 

Therefore, both expensing and capitalizing the EMAT ILI costs are allowed 
under US GAAP. 

102.3 Please discuss whether from PNG’s perspective ILI costs in general and/or 
investigative digs are comparable to overhaul costs as specified in US GAAP ASC 908-
360-25.  

Response: 
 
As discussed in PNG’s responses to Question 102.1.1, PNG submits that costs associated with 
significant ILI runs are similar in nature to costs associated with EMAT ILI runs and therefore should be 
capitalized consistent with EMAT ILI run costs in accordance with BCUC Order G-151-18.  
 
PNG believes that investigative digs costs are not comparable to overhaul costs as specified in US GAAP 
908-360-25, and agrees that these costs should be expensed pursuant to Order G-114-13.  Please also 
see the responses to Questions 102.2 and 102.2.1. 
 

 
 
In Order G-131-16, the BCUC states that “[i]n the Panel’s view, it is more appropriate to use 
regulatory accounts in circumstances where financial accounting principles do not allow for 
capitalization of costs and where the recording of such costs as operational expenses would 
result in large and volatile rate impacts.” 
 
102.4 Does PNG consider that the total expensed ILI tool runs between 2015 and 2021 

result in “large and volatile rate impacts”? Please discuss. 

Response: 
 
With reference to the table provided in response to BCUC IR 13.3, PNG notes the variability of actual 
expensed ILI costs for fiscal years between 2015 and 2021 range from a low of $75,000 in 2017 to a 
high of $889,000 forecast for 2020.  It is PNG’s view that this range of annual operating costs does 
result in “large and volatile rate impacts”.  As noted in the response to Question 102.1.1, PNG is now 
proposing that the costs associated with significant ILI runs be capitalized in a similar manner to EMAT 
ILI runs, thereby limiting “large and volatile rate impacts” in future years.  
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In response to BCUC IR 13.3.1, PNG stated “2020/2021 Forecasts: PNG expects a high volume 
of both inspections and repairs stemming from planned magnetic flux leakage (MFL) and 
EMAT ILI inspections, as well as to continue work on inspection backlog activities.” 
 
In response to BCUC IR 13.4, PNG stated: 

Starting with 2018-2019 Revenue Requirements Application, more direct 
consideration was given for the pipeline sections planned for inspection 
(length, diameter, run quantity), the ILI tool technologies planned for use, 
and the prioritized dig quantities expected to be generated from a given ILI 
run. … The use of advanced combination MFL tools using both axial and 
circumferential (or spiral) orientations, as well as EMAT tools, has 
contributed to forecasted costs increasing considerably. 

102.5 Please clarify whether PNG has assessed or plans to assess a pipeline segment using 
a combination EMAT and MFL inspection tool.  

Response: 
 
PNG confirms that all past and future ILI runs incorporating EMAT technology will also include 
combination MFL tool platforms (axial and circumferential MFL) in order to have the most 
comprehensive multi-threat detection outcomes.  This has been made possible by recent advances in 
combination MFL tool platform technology that has paced the market availability of EMAT tools 
suitable for PNG’s pipeline diameters.   
 
 

 
102.5.1 If an EMAT and MFL combination tool has been or will be used, please clarify 

whether PNG would seek to capitalize or expense the associated costs and 
explain why. 

Response: 
 
As noted in the response to Question 102.1.1, PNG is now seeking approval to capitalize significant 
MFL ILI runs to be consistent with EMAT ILI runs, therefore, PNG would seek to capitalize an EMAT and 
MFL combination tool. 
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 Reference: OPERATING EXPENSES 
Exhibit B-3, BCUC IR 11.1.1  
Integrity Management 

In response to BCUC IR 11.1.1, PNG stated: 

These noted changes have resulted in direct and appreciable focus and 
mandated requirements by the BCOGC pertaining to pipeline segment by 
segment risk management and the implementation of a new assessment and 
audit program directed at pipeline and facility assets 50 years of age or older, 
thereby encompassing many of PNG’s transmission system assets. … 

… 

Given all of this, PNG’s overall understanding and appreciation for integrity 
management-based requirements continues to mature and broaden and 
with this comes changes to operational practice and associated expense to 
ensure compliance and continued responsible operation as it pertains to 
pipeline safety and reliability. 

… 

The BCOGC has also drawn focus to “aged pipelines” and recognized the 
elevated risk by undertaking specific assessments on aging pipelines in BC. 

103.1 Please provide any directives, letters or documents from the BCOGC referencing the 
aged pipeline assessment and audit program. 

Response: 
 
Please find appended copies of the following correspondence between the BCOGC and PNG on the 
referenced matters: 

 Attachment BCUC 103.1a – Jul 29’19 BCOGC Email to PNG re Request for CAP 

 Attachment BCUC 103.1b – Aug 27’19 PNG Letter to BCOGC re Update to Request for CAP 

 Attachment BCUC 103.1c – Feb 11’20 BCOGC Email to PNG re IMP Audit Notification 

 Attachment BCUC 103.1d – Mar 2’20 BCOGC Email to PNG re Aged Pipeline Condition 
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103.2 Please provide an estimate of the costs included within this test period associated 
with responding to BCOGC mandated requirements, including costs associated with 
responding to requirements of a pipeline segment-by-segment risk assessment and 
aged pipeline assessment, as well as other BCOGC mandated requirements. 

Response: 
 
Aside from work that commenced in December 2019 in relation to the BCOGC mandated development 
of a segment-by-segment risk assessment for which an action plan is in place and a roadmap 
developed, PNG notes that the associated response plans and activities for the IMP audit and aged 
pipeline condition assessments are still in developmental stage, with current cost estimates limited to 
activities associated with providing existing PNG data and conducting meetings with the BCOGC.  
Therefore, current estimates in the Amended Application do not include costs associated with future 
efforts stemming from BCOGC assessment or audit outcome related directives or corrective actions.  
 
PNG also notes that given the date of emergence of these BCOGC requests, the associated costs were 
not incorporated in the Amended Application to date.  Forecast costs of these activities are 
summarized in the table below.  PNG proposes to incorporate these costs into the final regulatory 
schedules. 
 

BCOGC Initiative 

Forecasted Costs 

2020 2021 

Capital Expense Capital Expense 

Pipeline Segment by 
Segment Risk Assessment  $  225,000     $      25,000   $      150,000  

Aged Pipeline Condition 
Assessment    $      10,000      

IMP(F) Audits    $      60,000      

Totals  $  225,000   $      70,000   $      25,000   $      150,000  
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E. ADMINISTRATIVE & GENERAL EXPENSES 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Section 2.5.1, p. 55; Exhibit B-3, BCUC IR 22.1.1, 22.2 and 23.3 
Consulting Fees 

In response to BCUC IR 22.1.1, PNG provided rationale for the increase in consulting fees in 
Test Year 2020 over 2019 stating:  

2020 – Increase of $774,000 over actual 2019, primarily due to inflation of 
2%, JDE costs of $384,000 as noted on Page 53 of the Amended Application, 
incremental HRIS costs of $76,554 as noted on Page 58 of the Amended 
Application, and Microsoft MSDN subscription costs of $140,000. 

On page 55 of the Amended Application, PNG states:  

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 as support for legacy platforms is being phased out. … Test Year 
2021 cost increases are inflationary. 

104.1 Please clarify what the Microsoft MSDN subscription costs relate to and explain 
whether the costs are connected to the Microsoft 365 transition.  

Response: 
 
The Microsoft MSDN subscription costs of $140,000 include the Microsoft 365 licenses as well as 
backing up and securing the data from Microsoft 365.  These costs are connected to the Microsoft 365 
transition.  Through this transition we no longer need to pay for Office Productivity licenses (Word, 
Excel, Outlook etc.) which reduces our annual contractor cost by $25,000 per year, resulting in an 
incremental contractor cost increase of $115,000. 
 
 

 
104.1.1 If the Microsoft MSDN costs are connected to the Microsoft 365 transition, 

please reconcile the Microsoft MSDN subscription costs of $140,000 to the 
increase in the IT related contractor costs of $115,000.  

Response: 
 
Please see the response to Question 104.1. 
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In response to BCUC IR 23.3, PNG stated:  

PNG notes that $78,000 of the $115,000 increase in IT contractor costs are 
for the annual subscription of the Microsoft 365 licenses. The remaining 
balance pertains to the contractor costs required to support the platform, 
backup the data as well as implementing additional security measures. 

104.2 Considering $78,000 are for the annual subscription of the Microsoft 365 licenses 
and the remaining balance pertains to contractor costs, please explain whether IT 
contractor costs are only necessary for the Microsoft 365 transition or are required 
annually.   

Response: 
 
The remaining contractor costs are required annually for ongoing costs to support Microsoft 365.  
Items such as video conferencing, cyber security, and data backup are additional costs not included in 
the base licensing costs.  
 
 

 
104.2.1 If only necessary for the transition, please justify why the IT contractor costs 

in Test Year 2020 have been maintained, with inflationary increases, in Test 
Year 2021.  

Response: 
 
Not applicable.  The contractor costs are required annually.  Please see the response to Question 104.2. 
 
 

 
104.2.2 If required annually, please discuss any changes in the type of work being 

completed following transition and how this may impact IT contractor costs 
beyond the Test Period.  

Response: 
 
PNG expects certain costs such as the data backup costs to continue to increase for Microsoft 365. 
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In response to BCUC IR 22.2, PNG stated the following: 

The forecast 2020 and 2021 consulting fees for Account 722 were mostly 
inflated by 2% over the 2019 Decision amounts, with the exception of the 
Business Development consulting fees which were forecast at approximately 
$130,000 higher than the 2019 Decision amount. 

104.3 Please clarify why 2019 Decision is an appropriate basis to forecast consulting fees in 
Account 722 for the Test Period. Please explain why 2019 Actual costs were not 
used. 

Response: 
 
While PNG noted in response to BCUC IR 22.2 that it had, in most cases, inflated 2019 Decision amounts 
to arrive at the Test Period forecasts, as part of its budgetary process PNG does give consideration to 
actual costs incurred in prior periods as well as additional assistance that may be required in view of 
the work and projects anticipated for the Test Period. 
 
For example, the issues of federal and provincial Climate Change policy, including renewable natural 
gas supply issues, the Clean Fuel Standard, CleanBC Plan and other compliance requirements are 
continuing to evolve and expand.  While PNG Business Development staff are engaging and providing 
assistance in the development and implementation of the standards, there is also an associated need 
for external expert assistance.  PNG acknowledges that it is challenging to anticipate the number of 
additional issues that will require support moving forward, hence, the 2019 actual costs do not fully 
reflect the costs anticipated to support these issues in 2020.    
 
In addition, the Test Period consulting fees include what PNG considers modest provisions for third-
party support in the areas of Human Resources, Finance and Regulatory Affairs.  Such support is 
required in the normal course of business, however, given the nature of the support required the prior 
period actual amount is not necessarily indicative of future period requirements.  Hence PNG’s 
approach has been to make informed general provisions for support in these areas.  
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 24.1  
Office Rent 

In response to BCUC IR 24.1, PNG stated:  

The annual base rent (including operating cost recoveries) for PNG’s previous 
Vancouver office was $332,000, or $43 per square foot. The base rent for the 
new office space is $450,000, or $52 per square foot. As per the Amended 
Application, PNG reiterates that the base rent at PNG’s previous office was 
heavily subsidized by its former parent company, AltaGas Ltd., during a time 
when competitive market rates for office space in downtown Vancouver for 
similar properties in 2019 ranged between $50 - $70 per square foot. 

105.1 Please provide reference for the office space market rates in 2019.  

Response: 
 
Please refer to the Colliers International Q1 2019 Vancouver Office Statistics PDF which has been 
reproduced on the pages that follow.  As noted in the report, for Downtown Core Class B and above 
properties, weighted average gross rental rates (which includes operating cost recoveries) ranged from 
$56.23 per square foot to $70.82 per square foot. 
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 25.1  
Other Administrative Expenses 

In response to BCUC IR 25.1, PNG provides the following revised Table 19 showing the 
breakdown of factors contributing to the Account 721 variances in the Test Period: 
 

 
Further in the same response, PNG stated:  

The $93,000 is primarily due to: 

 $50,100 increase in Data Line costs from the upgrading of internet 
capability at various offices to higher speed bandwidth to provide 
higher computer response times from servers; and 

 $34,500 increase in travel costs for the Manager EH&S to reflect 
increased travel to field offices 

  

106.0 

Cost Increase (Decrease) ($) 

Expenditure Item 2020 to 2021 2019 to 2020 
Change Change 

Shared Corporate Services Costs 37,000 1,092,000 

Shared Corporate Services Costs - Shared Services Recovery from PNG(NE) 11,000 (401,000} 

Shared Corporate Services Costs - PNG-West 48,000 691,000 

Shared Corporate Services Costs - PNG-West Deferred (25,000) (675,000) 

Shared Corporate Services Costs - PNG-West Cost of Service Impact 23,000 16,000 

Finance Contractors - JDE 111,000 384,000 
HR Contractors - HRIS 13,000 n ,ooo 
IT Contractors 7,000 115,000 

Vancouver office rent - 152,000 

Other misce l laneous items 79 000 93,000 

Offset by shared Services G&A recoveries• (48,000) (265,000) 

185,000 572,000 

• See Section 2.11 - Shared Services Recovery from PNG(NE) 
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106.1 Please explain the $79,000 increase in “Other miscellaneous items” for Test Year 
2021 over 2020. 

Response: 
 
Please see the table below for a breakdown of the Other miscellaneous items comprising the $79,000 
increase to Test Year 2021 over Test Year 2020. 
 

 
 

 

106.2 Please discuss whether the $50,100 increase in data line costs is a one time 
expenditure or is required annually. If a one-time expenditure, please explain how 
the $50,100 revenue requirement is repurposed in Test Year 2021.   

Response: 
 
The $50,100 increase in data line costs is a recurring expenditure and required annually. 
 
 

 
  

Variance 

Labour 84,000 

Bonus 19,000 

Travel 5,000 

Courses & Conferences 1,000 

Recruitment Personnel 1,000 

Data Lines 2,000 
IT Su pp lies 2,000 

General office miscellaneous 1,000 

Parking & Photcopier 1,000 

Dues & Subscript ions 1,000 

Contractors (38,000} 

$ 79,000 
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2, Tab 2, pp. 19-20; Exhibit B-3, BCUC IR 29.2, 32.1, 33.1; PNG-
West Division RRA proceeding, Order G-114-13 with reasons for decision 
dated August 1, 2013, Section 6.4, pp. 44-45 
Shared Corporate Service Costs - Forecasting 

In response to BCUC IR 29.2, PNG stated:  

For annual budgeting purposes, TriSummit Utilities Inc. (TSU, formerly ACI) 
uses a forecast in the allocation of the Shared Corporate Services costs to its 
subsidiaries. 

… 

PNG submits that the forecast costs are a reasonable estimate for the actual 
Shared Corporate Services costs as the year end adjustment for 2019 was a 
recovery of $50,000, a 2.8% variance from the original forecast. 

107.1 Considering that TSU uses forecast costs in the allocation of Shared Corporate 
Services, please elaborate on the measures in place that reduce the risk that actual 
costs vary from forecast and thus unduly penalize or benefit customers.  

Response: 
 
TSU has a robust budgeting process, which uses several methods to forecast the Shared Corporate 
Service costs.  Some costs (such as the annual DBRS fee and insurance costs) are known at the time of 
the annual budget cycle.  For other costs, TSU reviews the prior year’s actual costs incurred and makes 
adjustments based on any known business changes for the upcoming year.  
 
Forecasted costs are used for monthly accruals but a quarterly adjustment is made to adjust to actual 
costs incurred following the end of the quarter. 
 
 

 
107.2 Please clarify whether the $50,000 recovery represents an under recovery; where 

actual costs were less than forecast.  

Response: 
 
PNG confirms that actual costs were less than forecast by $50,000. 
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In response to BCUC IR 32.1, PNG stated “[t]o PNG’s knowledge, there are no material 
differences between the current methodology utilized by TriSummit Utilities Inc. (TSU, 
formerly ACI) to allocate the costs associated with the Corporate Shared Services to PNG and 
the methodology used by PNG’s former parent, AltaGas Ltd.” 
 
107.3 Please provide the actual and forecast Shared Corporate Service costs allocated to 

PNG (consolidated) for 2015 to 2019.  Please discuss any significant variances and 
the impact the variance had on customer rates.  

Response: 
 
The table that follows shows the Shared Corporate Service charges that have been recovered in 
customer rates for 2015 to 2019. 
 

 
 
For Decisions 2015 through 2019 amounts, PNG notes that the amounts were set by AltaGas Ltd., 
including the 2019 budget since the 2018-2019 RRA was filed in February 2018 prior to the 
establishment of TSU (formerly ACI) in October 2018.  
 
The variance for 2019 between actual and decision was related to the initial expectation that AltaGas 
Ltd. would significantly reduce the allocation of their Shared Corporate Service costs to PNG and other 
subsidiaries due to their acquisition of WGL Holdings in 2018.  However, with the establishment of ACI, 
PNG was not able to benefit from this reduced allocation in 2019.  In any event, PNG notes that there 
has been no impact from the variances from budget and actual Shared Corporate Service charges on 
customer rates due to the disallowance of a portion of these costs in past BCUC decisions.   
 
 

 
In response to BCUC IR 33.1, PNG stated: “The TSU Board of Directors also reviewed and 
approved the 2020 budget which included the shared service cost pools. TSU will be using 
actual costs incurred in the allocation of Shared Corporate Service costs in 2020/2021 and 
TSU’s financial statements are audited by an external auditor. [Emphasis added] 
 
107.4 Please clarify whether TSU uses forecast or actual costs in the allocation of Shared 

Corporate Services.  

Response: 
 
For financial statement purposes, TSU uses actual costs in the allocation of Shared Corporate Service 
costs, however for budgeting and for PNG’s rate setting process, TSU uses forecasted costs to allocate 
the Shared Corporate Service costs. 
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On pages 19 and 20, Tab 2, of the Amended Application, PNG presents the continuity of 
deferred charges for the Test Years 2020 and 2021. Line 31 of each page is the Management 
Fee Deferral, and it states the interest rate is “STI”. 

 
On pages 44 and 45 of the 2013 PNG West RRA Decision, it stated: 

For deferral accounts for non-capital items which are amortized beyond one 
year, the appropriate return is the utility’s Weighted Average Cost of Debt 
(WACD). For deferral accounts for non-capital items which are amortized 
over a period of one year or less, the appropriate return is the utility’s short 
term interest cost. 

107.5 Please confirm, or explain otherwise, that PNG’s short-term interest cost is the rate 
applied to the Management Fee deferral account and provide a justification for the 
proposed interest rate.  

Response: 
 
PNG notes that the deferral account referenced as Management Fees is for the deferral of the portion 
of Shared Corporate Service costs from its parent company that are not recovered in the test year 
period. 
 
PNG confirms that PNG’s short-term interest cost is the rate that was applied to the Shared Corporate 
Service costs deferral account. PNG anticipates that this deferral would be amortized immediately 
following a successful RECAP and therefore applied the short-term interest rate.  However, PNG is 
amenable to applying the WACD rate if a longer amortization period is considered to be more 
appropriate as noted in response to Question 108.1.  
 
 

 
107.6 Please discuss the likelihood that the Management Fee deferral account will be 

amortized beyond one year.   

Response: 
 
Please see response to Question 108.1. 
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 2.1, 31.2, 31.5 
Shared Corporate Service Costs – Impact of RECAP 

In response to BCUC IR 2.1, PNG stated:  

The RECAP [Reactivated Capacity Allocation Process] auction is currently 
being designed to enable prospective shippers to contract for up to 80 
MMCFD of transportation capacity. Depending on the volume and delivery 
point requested, the in-service date for specific projects could be as soon as 
Q3 2021 or as late as Q4 2024. 

And in response to BCUC IR 31.2, PNG stated:  

PNG is hopeful that a successful RECAP will result in incremental large 
volume industrial transportation revenues and will enable PNG to seek 
amortization of the deferral account commencing in Year 2022. PNG cannot 
determine the estimated amortization period as this will be dependent on 
the outcome of the RECAP. 

In response to BCUC IR 31.5, PNG stated:  

PNG continues to be very cognizant of the effect on customer rates of 
increasing the recovery of these charges and believes that with the expected 
successful outcome of the impending RECAP, it is now appropriate to seek 
approval of the full amount of the Shared Corporate Services costs through 
the deferral account proposal as set out in the Amended Application. 

108.1 Considering PNG’s response to BCUC IR 92.1 above regarding the timing of the 
RECAP, please discuss the likelihood that the amortization of the deferral account 
will commence in 2022.  

Response: 
 
PNG believes that the amortization of the Shared Corporate Service cost deferral account is dependent 
upon the successful outcome of the RECAP to ensure that customer rates are not adversely impacted.  
To the extent that the RECAP results in lower than anticipated revenues or revenues to be realized 
over a longer period, PNG submits that it is possible that the amortization of the deferral account may 
be delayed beyond 2022. 
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108.2 Please explain whether the amortization of the deferral account is solely dependent 
on the outcome of the RECAP and the in-service dates for specific projects that result 
from the RECAP.  If not, please discuss the other factors that will determine the 
amortization start date and period.  

Response: 
 
PNG submits that the amortization of the deferral account is primarily dependent on the outcome of 
the RECAP and the in-service dates for specific projects that result from the RECAP.  Should PNG 
become aware of other financial impacts on customer rates, favourable or unfavourable, those 
additional revenues or costs could also impact the amortization start date and the amortization period. 
 
 

 
108.3 If the RECAP does not proceed or does not result in any incremental large volume 

industrial transportation volumes, please discuss PNG’s proposed plan for the 
deferral account balance. Specifically, will the balance of the deferral account be 
recovered from customers?  As part of the response please discuss the planned 
amortization start date and period under this scenario.   

Response: 
 
In the event that RECAP does not proceed or does not result in any incremental large volume industrial 
transportation volumes, PNG would still expect to recover the balance of the deferral account from 
customers in the future.  As noted in the response to Question 108.2, PNG is very cognizant of adverse 
impacts on customer rates and would therefore defer the planned amortization start date until a 
modest impact on customer rates could be achieved.  PNG cannot speculate on the planned 
amortization start date and period.  PNG reiterates that the full recovery of the prudent and reasonable 
costs from its parent company is appropriate. 
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 34.1 
Shared Corporate Service Costs – KPMG Report 

In response to BCUC IR 34.1, PNG stated:  

The variances between the 2011 inflated and adjusted costs at PNG and the 
PNG estimate of the standalone costs in the KPMG report are mainly due to 
the salaries and benefits costs of the additional employees (General Counsel, 
two finance employees) that would be required to operate PNG as a 
standalone entity with substantial capital market access required for growth. 

109.1 Please reconcile PNG’s 2011 inflated and adjusted costs (presented in response to 
Exhibit B-3,  BCUC IR 32.4) to the PNG estimate of the standalone costs in the KPMG 
report (Exhibit B-2, Appendix B, p. 6, Table 2), specifying the costs due to the salaries 
and benefits costs for the General Counsel position and each of the two finance 
employees.  

Response: 
 
The PNG estimated standalone costs in the KPMG report are approximately $1.4 million higher than 
the 2011 inflated PNG costs.  The salaries and benefits for the General Counsel and the two additional 
finance employees is approximately $800,000 of this variance. 
 
The remaining approximately $600,000 of variance is primarily due to higher administrative fees such 
as Board of Directors and executive management costs, partially offset by lower costs for consulting, 
audit, insurance and legal fees.  
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 Reference:  ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 35.4, 76.1 
Non-Regulated Services to Affiliates – 2019 Labour Costs 

In response to BCUC IR 35.4, PNG stated:  

PNG notes that in the previous Test Periods of 2018 and 2019, PNG had not 
contemplated any NRS activities. However, for the year 2019, both the 
President and the Director of Business Development did spend some time on 
NRS activities. PNG notes that both positions’ labour costs were far greater 
than was embedded in the Test Year 2019 budgets; therefore PNG considers 
that time spent on these NRS activities were covered by the higher labour 
costs. 

PNG stated in response to BCUC IR 76.1:  

As a result of the ownership being transferred from AltaGas Ltd. to 
TriSummit Utilities Inc. (TSU, formerly ACI), both of PNG’s President and 
PNG’s Director of Business Development took on additional roles for 
affiliated entities. 2019 cost recoveries were charged to the affiliate entities 
using charge-out rates that were based on the employee’s salaries including 
charges for benefit loadings, corporate overhead and facilities charges. 

PNG submits that the impact of these recoveries was neutral to both 
ratepayers and the shareholder. This is because neither the incremental 
costs (i.e. additional compensation for the President and Director of Business 
Development for these expanded roles) nor incremental recoveries were 
reflected in the cost of service underlying the rates established for 2019. 

110.1 Please specify the amount of time the President and Director of Business 
Development spent on NRS in 2019, including the associated costs for each position. 

Response: 
 
The President and Director of Business Development respectively spent 318 hours (18.2%) and 286 
hours (16.1%) of their time in 2019 on NRS activities.  Please see the response to Question 110.2 (filed 
confidentially) for the compensation associated with these positions.  PNG notes that there were also 
$12,793 of associated third-party expenses incurred on NRS activities by these individuals which were 
recovered from TSU in 2019.   
 
 
 

110.2 Please provide, for both the President and Director of Business Development 
positions, the 2018 and 2019 forecast compensation included in rates and the 2018 
and 2019 actual compensation.  

Response: 
 
PNG considers compensation information for individual positions to be confidential and has provided 
the information requested in this question on a confidential basis. 
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 Reference:  ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-3, BCUC IR 35.5 
Non-Regulated Services to Affiliates – Deferral Account 

In response to BCUC IR 35.5, PNG stated:  

PNG is requesting a one-year amortization period. However, given that PNG 
has been filing two-year revenue requirements applications, PNG would seek 
immediate amortization in each revenue requirements. 

111.1 Please discuss the pros and cons of a one-year and two-year amortization period for 
this deferral account.  

Response: 
 
As noted in the response to BCUC IR 43.1, the proposed one-year amortization period for this deferral 
account is in compliance with the key principles for the treatment of deferral accounts established by 
the BCUC in the FortisBC Decision under Order G-110-12 and reiterated in PNG’s 2013 Revenue 
Requirements Application Decision under Order G-114-13.  PNG does not expect that significant actual 
to forecast variances will be recorded in this deferral account. 
 
Changing to a two-year amortization period would enable rate smoothing.  However, a longer 
amortization period would likely result in increased costs due to the accumulation of financing charges 
at a higher rate as the appropriate return would be the utility’s Weighted Average Cost of Debt instead 
of the short term debt rate. 
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F. TRANSFERS TO CAPITAL (CAPITALIZED OVERHEAD) 

 Reference: TRANSFERS TO CAPITAL (CAPITALIZED OVERHEAD) 
Exhibit B-3, BCUC IR 36.3  
Transfers to Capital 

In response to BCUC IR 36.3, PNG provided the following breakdown of factors attributing to 
the increases in Transfers to Capital for the Test Period: 

 

112.1 Please explain the $158,000 and $382,000 increase in capitalization in Test Year 2020 
due to a change in Corporate/Field Management Allocation and Direct Capital Labour 
Benefit Load, respectively. 

Response: 
 
The $158,000 increase in capitalization in Test Year 2020 over Decision 2019 due to a change in 
Corporate/Field Management Allocation is primarily due to the added cost (salary and benefit loading) 
pertaining to new field management engineering staff planned for 2020 and their anticipated time 
spent in support of capital activities (Project Engineer (80% on capital activities) and Integrity Engineer 
(20% on capital activities)). 
 
The $382,000 increase in capitalization in Test Year 2020 over Decision 2019 due to a change in Direct 
Capital Labour Benefit Load relates to the employee benefit loading associated with forecast Field Staff 
direct capital labour costs, which for PNG-West are forecast at $1,115,420 for Test Year 2020 compared 
to $400,066 for Decision 2019, as well as an increase in the PNG-West bargaining unit benefit load rate 
to 37.6% for Test Year 2020 compared to 36.1% for Decision 2019. 
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G. DEFERRAL ACCOUNTS 

 Reference: DEFERRAL ACCOUNTS 
Exhibit B-2, Section 2.9, p. 78; Exhibit B-3, BCUC IR 42.2 
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. 

… 

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.  

In response to BCUC IR 42.2, PNG stated:  

In the absence of the proposed amortization of the LNG [liquefied natural 
gas] Partners Option Fee Payment Deferral account, the revenue deficiency 
for Test Year 2020 would be higher by approximately $0.857 million and 
would result in an additional residential delivery rate increase of 2.5%. For 
Test Year 2021, the revenue deficiency would be higher by approximately 
$1.94 million, reflecting the absence of the proposed 2021 amortization 
slightly offset by higher margins due to the 2020 rate change, and would 
result in an additional residential delivery rate increase of 5.2%. 

113.1 In a scenario where the revenue requirements and deliveries remain consistent with 
the current Test Period, please discuss the number of years drawdowns to the LNG 
Partners Option Fee Payment Deferral account will be able to alleviate pressures on 
rates beyond the Test Period.  

Response: 
 
As noted in the Amended Application and in the supporting regulatory schedules, the LNG Partners 
Option Fee Payment Deferral account had a balance of $4.677 million at December 31, 2019.  PNG has 
proposed to drawdown $0.857 million in Test Year 2020 and $2.825 million in Test Year 2021 and the 
remaining balance in this deferral account with imputed interest would be $1.378 million at December 
31, 2021.   
 
PNG submits that it is not able to determine the number of years that drawdowns to the LNG Partners 
Option Fee Payment deferral account would be available to alleviate pressures on rates beyond the 
test period in the Amended Application as there are too many unknown factors and assumptions to 
be made to come up with a reasonable estimate of future revenue requirements and deliveries.  PNG 
can only attest that the remaining balance that would available for future drawdowns is equivalent to 
$1.378 million at December 31, 2021, if PNG’s proposed amortization in the Amended Application is 
approved as applied for. 
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113.1.1 Please provide the rate impact in the first year where no amortization of the 
LNG Partners Option Fee Payment Deferral account is available.  

Response: 
 
Please see the response to Question 113.1. 
 
 

 
113.2 Please discuss the factors PNG considered to determine the proposed drawdown of 

the LNG Partners Option Fee Payment Deferral account for Test Year 2020 and 2021. 
Please comment on any alternatives that were considered to the proposed 
drawdown, and why they were ultimately rejected.   

Response: 
 
With the RECAP results expected in June 2020 and anticipated new industrial revenues commencing 
by late 2021 or early 2022, PNG believed it was appropriate to minimize customer rate increases in 
both Test Years 2020 and 2021 in order to avoid rate volatility.  PNG has made significant effort in 
creating efficient programs to address PNG’s aging infrastructure and to ensure compliance with 
pipeline integrity codes, standards and regulations.  Therefore, PNG determined that the proposed 
drawdown of the LNG Partners Option Fees Payment Deferral account was the best alternative to 
mitigate the resultant increases in customer rates based on the expected capital and operating costs 
required to continue to provide service to customers in a safe and reliable manner. 
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113.3 Please provide the delivery rate and overall bill impact for 2020 and 2021 where the 
amortization of LNG Partners Option Fee Payment Deferral account is:  

(a) reduced by 25% of that proposed 
(b) reduced by 50% of that proposed 
(c) reduced by 75% of that proposed 
 
For each scenario, please include the dollar amount amortized in each Test Year, and 
the ending balance of the LNG Partners Option Fee Payment Deferral account.  

Response: 
 
The table that follows provides information on the requested scenarios and the impact for each test 
year.  PNG notes that it has also incorporated the estimated annual revenue deficiency and residential 
delivery rate increase under each scenario. 
 

 
 
 

 
113.3.1 Please discuss the pros and cons of reducing the amortization in the current 

Test Period such that it is available for future years.  

Response: 
 
As noted in the response to Question 113.2, PNG expects the RECAP to result in additional revenues 
commencing in late 2021 or early 2022 and therefore, PNG has proposed the amortization of the 
option fees deferral account for Test Years 2020 and 2021 in anticipation of further reducing customer 
rates.   Reducing the amortization in the current Test Period would be advantageous in the event that 
the RECAP results in lower than expected revenues or a longer time period before incremental 
revenues are realized as PNG would have the ability to draw upon these funds to mitigate future rate 
increases.  Alternatively, not reducing the proposed amortization and in the event that the RECAP 
results in much lower than anticipated revenues may lead to higher future rate increases to customers. 
 
  

2020 2020 2020 2020 2020 2020

$ amortization Option Fee Deferral Revenue Residential Average Overall Residential Delivery

Test Year 2020 Ending Balance Deficiency Delivery Rate $/GJ Bill Impact  Rate increase

Option Fee Amortization as proposed 857,000                     4,014,000                        772,000                   12.470$                    21.29$                        2.28%

Option Fee Amortization, reduced by 25% 642,750                     4,228,000                        986,000                   12.546$                    26.53$                        2.91%

Option Fee Amortization, reduced by 50% 428,500                     4,442,000                        1,200,000                12.623$                    31.77$                        3.54%

Option Fee Amortization, reduced by 75% 214,250                     4,657,000                        1,416,000                12.700$                    37.05$                        4.18%

2021 2021 2021 2021 2021 2020

$ amortization Option Fee Deferral Revenue Residential Average Overall Residential Delivery

Test Year 2021 Ending Balance Deficiency Delivery Rate $/GJ Bill Impact  Rate increase

Option Fee Amortization as proposed 2,825,000                 1,378,000                        818,000                   12.761$                    19.90$                        2.27%

Option Fee Amortization, reduced by 25% 2,118,750                 2,298,000                        1,302,000                13.004$                    31.27$                        3.60%

Option Fee Amortization, reduced by 50% 1,412,500                 3,219,000                        1,788,000                13.248$                    42.69$                        4.91%

Option Fee Amortization, reduced by 75% 706,250                     4,139,000                        2,273,000                13.492$                    54.07$                        6.20%
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 Reference: DEFERRAL ACCOUNTS 
Exhibit B-3, BCUC IR 45.1 
Compressor Engine Overhaul Costs 

In response to BCUC IR 45.1, PNG stated:  

PNG acknowledges that an unfortunate error has been made in the 
Amended Application as PNG applied a ten-year depreciation period instead 
of a five-year depreciation period for the compressor engine overhaul costs 
as per Directive 14 of Order G-151-18. 

PNG apologizes for this error and proposes to amend the final regulatory 
schedules to reflect the correct depreciation period in compliance with the 
noted Order. The impact of changing to a five-year amortization period will 
result in an increase in the depreciation expense for these assets from 
$48,188 to $96,376 for each of Test Years 2020 and 2021. 

114.1 Please discuss how this change in amortization impacts the rates provided in the 
Amended Application.  

Response: 
 
On further review of this matter, PNG has determined two errors were made in its Amended 
Application.  First, the compressor engine overhaul undertaken in 2019 for the spare unit as approved 
by the BCUC in the 2018-2019 RRA Decision remains a strategic spare unit in storage residing at R1.  
Therefore, PNG submits that as the asset has not been put into service, it should not yet be amortized.  
As such, the depreciation of $48,188 reflected in the Amended Application for this asset for each of 
Test Years 2020 and 2021 should be removed from the cost of service altogether.  The impact of this 
correction is to reduce the revenue requirement by $66,010 in Test Year 2020 and would result in a 
residential delivery rate reduction of approximately 0.2% in 2020.  There would be no changes to the 
revenue requirement nor the delivery rates for Test Year 2021.  When the asset is put into service, it 
would be depreciated over a period of 5 years. 
 
Secondly, PNG notes that a classification error was made in the regulatory schedules for a capital 
project totalling $364,000 to overhaul compressor unit 2 planned for Test Year 2020.  This project was 
incorrectly included under BCUC Account 469 (Other) as a compressor spare engine overhaul instead 
of BCUC Account 466 (Compressor Equipment) as a compressor unit overhaul.  Under BCUC Account 
469, a compressor engine overhaul asset would be fully deductible for tax purposes and depreciated 
over 5 years when the asset is put into service, while under BCUC Account 466, the compressor unit 
overhaul asset would be in a CCA class subject to a rate of 15% for tax purposes and depreciated over 
35 years.  The impact of this correction is to increase the revenue requirement by approximately 
$100,000 in Test Year 2020 and reduce the revenue requirement by approximately $150,000 in Test 
Year 2021.  This would result in an increase in the residential delivery rate of approximately 0.29% in 
Test Year 2020 and a reduction in the residential delivery rate of approximately 0.42% in Test Year 
2021.  
 
PNG apologizes for these errors and proposes to amend the final regulatory schedules to reflect both 
of these corrections.   
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H. SHARED SERVICES RECOVERY FROM PNG(NE) 

 Reference: SHARED SERVICES RECOVERY FROM PNG(NE) 
Exhibit B-2, Section 2.11.2, pp. 86 and 88; Exhibit B-3, BCUC IR 46.3  
Shared Services Recovery from PNG(NE) 

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. 

On page 88 of the Amended Application, PNG states the following regarding Account 685 – 
General Operations in Test Year 2020 over Decision 2019: 

Overall cost pool increase of approximately $277,000 primarily due to costs 
identified in the preamble related to new operations management staff 
positions, Maximo sustainment costs, and system integrity support and 
geohazard identification and management. 

In response to BCUC IR 46.3, PNG stated it “… incurred no sustainment costs on the Maximo 
asset management system in 2019.” 

115.1 Please discuss whether there are offsetting cost increases/decreases attributed to 
new operations management staff positions, system integrity support and geohazard 
identification and management and other factors that contribute to the remaining 
increase of approximately $17,000 that is not explained by the $260,000 Maximo 
sustainment costs. If yes, please provide a breakdown of the $277,000 overall cost 
pool increase.  

Response: 
 
There are offsetting cost increases/decreases that contribute to the $277,000 overall cost pool 
increase from Decision 2019 to Test Year 2020.  The table that follows details elements contributing 
to the $277,000 cost pool increase for Test Year 2020, as well as the $400,800 cost pool increase for 
Test Year 2021.  PNG notes that the Maximo sustainment costs for 2020 should have been reported as 
$272,604 rather than $260,000 per the Amended Application narrative. 
 

 
  

Decision Test Year Test Year

Shared Services Cost Pool Cost Element 2019 Variance 2020 Variance 2021 Explanation

Terrace Management Labour 701,756$     239,250$     941,006$     110,660$     1,051,666$  New Management Positions - impact for 2020 and 2021

Terrace Management Benefit Load 224,562        60,563          285,125        24,065          309,190        New Management Positions - impact for 2020 and 2021

Terrace Accounting Labour 303,136        3,749            306,885        9,701            316,586        

Terrace Accounting Benefit Load 109,432        5,957            115,389        1,748            117,137        

Terrace Management Other 357,584        (245,206)      112,378        2,247            114,625        Maximo - $255,000 - licence costs for 2019 - were capitalized

Terrace Accounting Other 24,964          17,381          42,345          5,217            47,562          

Marketing & Lands Other 64,950          5,369            70,319          1,146            71,465          

Records Administration Other 30,310          (17,254)        13,056          260                13,316          

Technical Services  - Warehouse/Corrosion Other 144,698        283,312        428,010        (12,273)        415,737        Maximo - $272,604 - sustainment costs for 2020 and 2021

Engineering - Drafting Other 445,458        (141,714)      303,744        254,315        558,059        GIS - $200,000 - licence costs for 2019 -were capitalized;

          $248,000 sustainment costs for 2021

Engineering - Safety & Training Other 119,646        66,043          185,689        3,714            189,403        Emergency Plans - updates/exercises/audits - $48,000 

                                       increased cost for 2020 onward

2,526,496$  277,450$     2,803,946$  400,800$     3,204,746$  
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I. RATE BASE 

 Reference: RATE BASE 
Exhibit B-3, BCUC IR 49.3.1, 49.5, 49.6.1 
ILI inspections & Pipeline Retrofits 

In response to BCUC IR 49.3.1, PNG stated: “All high-pressure pipelines for which suitable 
free swimming ILI tools are available have been subject to inline inspection.” 
 
Further, in response to BCUC IR 49.5, PNG stated: 

…PNG has near future plans to retrofit two transmission pipeline segments 
that were previously ILI compatible but have not been for many years as a 
result of a past river washout and pipeline section abandonment. These 
capital retrofits are proposed for 2021 and 2022. Furthermore, PNG plans to 
continue reviewing those pipeline segments that are not currently ILI 
compatible and to find opportunities for improvement. 

116.1 Please provide the approximate length of high-pressure pipelines which are free-
swimming and have been subject to inline inspection relative to the overall total 
length of high-pressure pipelines in PNG’s pipeline network. 

Response: 
 
The following table represents the approximate total length of the PNG West high pressure pipelines 
and the approximate length of pipelines currently capable of in-line inspection.  
 

  Mainline Laterals 
Trunk 

Systems Total 

Total Length of PNG-West HP Pipelines (miles) 513 108 13 634 

Total Length of PNG-West ILI Inspectable Pipelines (miles) 490 0 0 490 
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116.2 Please elaborate on the near future plans to retrofit two transmission pipeline 
segments by describing the scope, schedule and costs of the project. 

Response: 
 
In Test Year 2021, the intent is to perform project development, engineering, and permitting.  This will 
include site visits, survey work, and construction drawings.  Factors that will need to be considered 
that will make this pre-execution phase critical and complicated are potential environmental 
considerations, construction access, and potential localized geotechnical hazards.  The schedule is for 
the construction plans and permitting to be in place for execution in 2022.  The estimated costs for the 
two projects for the 2021 test year are as provided in the following table. 
 

MP 240 8" & 10" Barrel Site Cost ($) 

Automotive 1,566 

Contractor 267,888 

Labour 18,328 

Licences/Permits 10,404 

Meals 5,202 

Total 303,388 

 

MP 244 8" Barrel Site Cost ($) 

Automotive 783 

Contractor 187,272 

Labour 6,284 

Licences/Permits 5,202 

Meals 2,601 

Total 202,142 

 
 

 
116.2.1 Please confirm that these costs have been included within the Amended 

Application. If confirmed, please clarify where the costs have been included. 

Response: 
 
Phase 1 costs for project development, engineering, and permitting are included in Test Year 2021 
within transmission plant in BCUC 465 – Mains. Phase 2 costs associated with procurement and 
construction will be included in Test Year 2022. 
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116.2.2 Please discuss whether PNG has considered seeking approval for this capital 
project by filing a Certificate of Public Convenience and Necessity (CPCN). If 
so, please discuss potential timing of the CPCN application. 

Response: 
 
PNG submits that the retrofit work required for these two segments of its pipeline (MP 240 and MP 
244)  would not require a CPCN as they pertain to the replacement of pipe that was installed pursuant 
to the original CPCN for the PNG pipeline.  Therefore, PNG has already been authorized under the 
Utilities Commission Act to perform this work under an existing and approved CPCN.  PNG notes that 
this matter was addressed in the Reasons for Decision on the 2018-2019 Revenue Requirement 
Decision under BCUC Order G-151-18.   
 
PNG also notes that these two capital projects and projects of a similar nature would be included in its 
proposed annual capital reporting to inform the BCUC of capital expenditures in advance of 
construction and enable an assessment of where a CPCN process would be in the public interest.  In 
any event, PNG would seek further approval of these two projects, either in its next revenue 
requirements application, or if PNG determines that the expected capital costs are significant, via a 
CPCN application to be filed in the fourth quarter of 2021 or the first quarter of 2022. 
 
 

 
In response to BCUC IR 49.6.1, PNG stated “[m]ost notably, in 2020, PNG is pursuing a 3-year 
Master Services Agreement (MSA) with a lone tool vendor for EMAT runs to attempt to 
further reduce pricing.” 
 
116.3 Please describe the potential reduction in EMAT run pricing that may be achieved by 

successfully pursuing a 3-year Master Services Agreement (MSA), in either dollar 
figures or as a percentage. 

Response: 
 
Given the quantity of pipeline segments intended to be inspected in the three-year period that would 
be covered within the proposed MSA, a 10% price reduction in ILI vendor costs are expected versus 
conducting year-by-year contracting of services.  Run volume related price incentives do not extend to 
other annual project-related costs such as PNG labor, tool tracking, survey, landowner notices, and 
subject matter expert support services.  
 
The expected 10% run-volume based incentive is anticipated to result in an approximate cost 
avoidance of $650,000 across the proposed 3-year MSA period.  This does not include any additional 
pricing advantages gained from the associated competitive bidding process.   
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116.3.1 Please clarify whether any potential savings as a result of a successful MSA 
have been accounted for in EMAT run costs reported for the current Test 
Years. 

Response: 
 
PNG confirms that anticipated potential savings as a result of a successful MSA were incorporated into 
forecast run costs reported for the current test years.  PNG was able to do so given previous knowledge 
of one or more ILI vendor’s segment quantity incentive structures and an approximation of run costs 
based on the most recent actual costs and adjustment for segment run lengths and other 
considerations specific to each ILI run. 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 50.3, 50.6, 50.7 and 50.7.1 
Salvus to Galloway Remediation Project 

In response to BCUC IR 50.3, PNG stated: 

The Salvus to Galloway repairs are an extremely high priority for PNG. Given 
the BCUC’s approved funding in 2018-2019 for the Salvus to Galloway pre-
development work, PNG has been able to conduct additional studies and 
better understand the magnitude of risks. 

In response to BCUC IR 50.6, PNG stated: 

The following table provides the actual and forecasted costs to an assumed 
CPCN application approval in early Q2 2021. Due to significant scope growth 
identified as a result of 2018 and 2019 study, and the ongoing decisions 
related to final scope definition, PNG is not yet in a position to provide 
estimated capital cost for full pipeline remediation project. This will be 
provided in the CPCN application that is intended to be filed in June or July 
2020. 

 
 
Further in response to BCUC IR 50.6, PNG stated: 

Completed and forecasted scope of work to CPCN approval is as follows: 

2018 – Preliminary geohazard identification and risk ranking, significant 
watercourse surveys, and preliminary environmental constraints cataloguing, 
inclusive of significant field study. 

2019 – Overall remediation project pre-feasibility and FEED study, including 
options definition and investigation associated with pipeline mechanical 
repairs, geohazard mitigations, permitting, consultation, and project risk.  

2020 – FEED study completion, detailed design and work packages, 
quantitative project risk assessment, permitting completion, commencement 
of ILI related repairs and access improvements. 

2021 (to CPCN approval) – Completion of detailed geohazard mitigation and 
line isolation improvement designs based on finalized scope, completion of 
critical access improvements works, and materials and services procurement. 
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117.1 Please provide a breakdown of the 2018-2019 Actual costs and the 2020-2021 
Forecast costs shown in the table provided by PNG in response to BCUC IR 50.6. 
Please specify the nature of each activity included in the cost breakdown (e.g. PNG 
internal, engineering, survey, regulatory, inspection, material procurement, 
construction, etc.). 

Response: 
 
2018 and 2019 actual costs and Test Year 2020 and 2021 forecast costs for the Salvus to Galloway 
Remediation Project are as provided in the table that follows. 
 

  Actuals Forecast 

Cost Element 2018 2019 2020 2021 

PNG Labour $         600 $           - $     76,000 $  150,000 

Engineering and Design    200,699    345,375      791,400     497,800 

Survey   100,200 - - - 

Lands, Permitting, C&N -     76,514        30,000 - 

Environmental -   103,590        50,000 - 

Material Procurement       5,700     30,336        25,680      613,020 

Construction - -      753,000      756,000 

Contingency - -      172,610      201,680 

Total Costs $307,199 $555,815 $1,898,690 $2,218,500 

 
Annual activities related to costs encompassed within the preceding table are as specified within the 
scope of work description provided in the response to BCUC IR 50.6.  
 
For the current Test Period of 2020 and 2021, the forecast costs required up to the expected timing of 
the approval of the Salvus to Galloway Remediation Project CPCN filing and included in the Amended 
Application are comprised primarily of the following: 
 

 Engineering and Design:  Salvus to Galloway Program FEED study completion, 2020 ILI related 
repairs project management, permitting, procurement and construction support, geohazard 
mitigation final designs and construction plans, line isolation valve designs, and cathodic 
protection sufficiency study completion and improvement options. 

 

 Materials Procurement:  Pipe, rock jacket, and both compression and pressure containing 
sleeves for extensive repairs, as well as both automated and manual line isolating valves.  

 

 Construction:  Critical access improvements including extensive clearing and structure 
installations, repair of high priority dent and metal loss features via compression and pressure 
containing sleeve repairs.  
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117.2 Please clarify whether the Salvus to Galloway Remediation project Actual and 
Forecast costs shown in the table provided in response to BCUC IR 50.6 will be 
included as part of the forthcoming CPCN application. If not, please explain why not.  

Response: 
 
In the Amended Application, PNG is primarily seeking approval of the planning, detailed development 
costs and some high-priority construction work immediately required for the Salvus to Galloway 
Remediation Project as shown in the table provided in response to BCUC IR 50.6 and to Question 117.1, 
with slightly modified figures from those originally presented for Test Years 2020 and 2021.  The costs 
incurred and previously approved for 2018 and 2019 and the forecast costs for Test Years 2020 and 
2021 pertain primarily to the design, planning and prioritization, permitting, and detailed design and 
construction package development of the project, as well completion of critical access improvements 
and high priority integrity repairs in a readily accessible portion of pipeline. 
 
As noted in the response to BCUC IR 50.9, the costs for Test Years 2020 and 2021 are required to get 
the project to the point of a CPCN application and approval of that application, and to progress the 
critical and high-priority pipeline risk mitigation and procurement activities in order to avoid the loss 
of both the 2020 and 2021 construction windows for a pipeline with known appreciable integrity risk 
and currently subject to the focus of the BCOGC under their pipeline segment specific risk assessment 
and aged pipeline condition assessment program intended to validate fitness for service.  
 
PNG notes that the applied for costs for Test Years 2020 and 2021 meet the accounting criteria for 
capitalization in accordance with US GAAP.  Based on PNG’s evaluation, the costs incurred in 2018, 
2019, and forecast to be spent in 2020 and 2021 are considered discrete projects, and include the 
completion of the feasibility/planning documents, construction of staging sites, and remediation to 
specific sections.  As these are discrete projects and the physical construction is planned to be 
completed in 2020 and 2021, and therefore completed and available for use, PNG will be capitalizing 
these costs to plant in service.  As such, PNG is seeking approval of these costs in this Amended 
Application. 
 
Further, PNG will seek approval for the costs for additional phases of construction required to 
complete the Salvus to Galloway Remediation Project in the forthcoming CPCN application expected 
to be filed in the third quarter of 2020.   
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117.3 Please provide a breakdown of the incremental cost of service impact associated 
with the Salvus to Galloway Remediation capital costs for 2020 and 2021 including 
depreciation, return of equity and return on debt, AFUDC and other costs. 

Response: 
 
PNG provides the following table illustrating the cost of service impact based on the Salvus to Galloway 
Remediation Project capital costs included in the Amended Application for 2020 and 2021. 
 

 
 
 

 
117.3.1 Please clarify whether all of the historical and forecast costs associated with 

the Salvus to Galloway Remediation will be included in work in progress and 
attract AFUDC during the Test Period.  

Response: 
 
The historical costs previously approved for 2018 and 2019 that remained in work in progress at the 
end of 2019 have attracted AFUDC and are added to plant in service in Test Year 2020.  The capital 
costs for the Salvus to Galloway Remediation Project for Test Year 2020 are added to plant in service 
at the end of 2020.  The capital costs for this project for Test Year 2021 are added to plant in service 
at the end of 2021. 
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117.4 Please discuss the rationale for seeking approval to recover costs associated with the 
Salvus to Galloway Remediation Project in rates as part of the current RRA, given 
that a CPCN is expected to be filed for the project in the future and a CPCN has not 
yet been granted.    

Response: 

Following the studies undertaken in 2018 and 2019, PNG determined that there was significant scope 
growth in the Salvus to Galloway Remediation Project.  PNG also identified the need to do more 
detailed development work and the immediate requirement to commence work on critical access 
improvements, line isolation improvements, and high priority integrity related construction projects 
for Test Years 2020 and 2021 as presented in the Amended Application.  Therefore, as noted in the 
response to Question 117.2, PNG is seeking approval for these necessary costs in the current RRA.  

As previously identified in the Amended Application and in the responses to BCUC IR 50.3, 50.7, and 
50.7.1, PNG notes that the Salvus to Galloway segment of pipeline has considerable integrity related 
compliance issues that require immediate attention.  Given the nature of the known threats, risks, and 
potential for failure, and the mounting attention of the BCOGC, PNG submits that progress on readily 
accessible high priority repair sites, access and pipeline isolation improvements, and completion of 
other similar discrete scopes that incrementally reduce the risk to ensure the provision of safe, reliable, 
and compliant service cannot be deferred.   The significant risk associated with this section of pipeline 
has been identified in several system risk reviews using methodical approaches, including PNG’s 
Annual Risk Review, Annual Pipeline Mitigation Report, and subsequent risk studies completed by 
Dynamic Risk and BGC Engineering.   As a result of these studies and other ongoing development works 
for the overall Salvus to Galloway Remediation Project, PNG has learned more in recent months about 
the overall gravity of the risk to the pipeline and has determined that some risks such as geotechnical 
and hydrotechnical risk, are orders of magnitude higher than general industry acceptance.   
 
Working on an operating pipeline segment is unique compared to that of a new pipeline as careful 
consideration of the phasing of work is needed to ensure that project or program objectives and 
deliverables can be effectively completed safely and reliably over time and in multiple construction 
seasons while continuing to provide service to customers.  Delays in the project, due to additional 
processes for this phase, would therefore have the effect of losing these important construction 
seasons.  As indicated within the responses to Questions 117.1 and 117.2, the project phase intended 
for completion in the current Test Periods is comprised of discrete and high priority activities intended 
to ensure the timely completion of risk mitigation and compliance related works and leverage the 
criticality of the 2020 and 2021 construction seasons prior to the development and approval of the 
pending CPCN application. These activities include: 

 Completion of engineering and design to support both test period activities and CPCN 
application completion. 

 Completion of critical access improvements for inspection, repair, and emergency response, 
including clearing and construction of access routes and the installation of bridges. 

 Completion of additional isolation valve design and procurement for necessary future repairs 
involving pipeline cut-out repairs. 

 Repair of high priority metal loss features and pipeline dents in sections of the pipeline 
(Lachmach to Galloway) that are more readily accessible, have permitting requirements that 
afford for test period construction, and are required to be completed before the addition of 
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any future prospective and appreciable loads in the Prince Rupert area.  
 

Given the above, PNG submits that the capital costs for the Salvus to Galloway work included in the 
Amended Application are justified as a unique and distinct phase of the project.  This phase is required 
and is complementary to the forthcoming CPCN application and allows for the necessary advanced 
work to occur on the planned timelines.  
 
Further compounding the issue, PNG expects to obtain new firm transportation service agreements in 
the Prince Rupert region following the RECAP auction.  Therefore, PNG is at risk to not meet projected 
in-service dates without aggressive planning and execution of the proposed work for the Salvus to 
Galloway Remediation Project for 2020 and 2021 that could result in the potential for at least a twelve 
month delay if PNG were to not receive approval in the current RRA as requested.   

PNG submits that the proposed costs for Test Years 2020 and 2021 for a small portion of the Salvus to 
Galloway Remediation Project would not require a CPCN as these development and high priority 
construction costs pertain to the maintenance and potential replacement of pipe that was installed 
pursuant to the original CPCN for the PNG pipeline.  Therefore, PNG has already been authorized under 
the Utilities Commission Act to perform this work under an existing and approved CPCN, but is seeking 
approval of such costs under the current RRA regulatory proceeding.  PNG notes that this matter was 
addressed in the Reasons for Decision on the 2018-2019 Revenue Requirements Application under 
BCUC Order G-151-18.   

Due to the magnitude of the construction costs for the remainder of this project, the complexity of 
this project and the expected interplay with the RECAP project, PNG will seek approval for the 
remaining construction costs required to address future phases of  the Salvus to Galloway Remediation 
Project through a CPCN to be filed in the third quarter of 2020.  Please also see the response to 
Question 117.4.1. 
 
 
 

117.4.1 Please discuss whether PNG considered excluding the cost of service impact 
of the Salvus to Galloway Remediation Project from the current RRA given 
that a CPCN is expected to be filed for the project in the future and a CPCN 
has not yet been granted. If yes, please discuss why PNG did not proceed 
with this approach. If not, please discuss why not.  

Response: 

The Salvus to Galloway Remediation Project is considered a multi-year project with various identified 
separate segments.  PNG determined that it was appropriate to break down the project into various 
discrete projects and phases and to seek approvals on this basis.  As noted in the response to Question 
117.2, under US GAAP, PNG is able to capitalize such discrete projects.  In addition, as noted in the 
response to Question 117.4, PNG determined that a CPCN was not required for the Test Year 2020 and 
2021 costs for these proposed phases of the project.  PNG notes that the 2018 and 2019 studies have 
already been approved in the 2018-2019 Revenue Requirements Application Decision.  PNG is now 
seeking approval in the current RRA for costs pertaining to the next phases of the project, prior to the 
submission of the CPCN application which will address the remaining scope of this complex 
project.  PNG considers this multi-year complex project a very high priority that is also required for the 
success of the RECAP.    
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117.5 Please discuss whether PNG considered including the cost of service impact of the 
Salvus to Galloway Remediation Project in a deferral account, with the disposition of 
the account to be determined following any BCUC decision regarding the CPCN 
application. If yes, please discuss why PNG did not proceed with this approach. If not, 
please discuss why not.  

Response: 
 
PNG did consider including the requested capital costs in a rate base deferral account, with the 
disposition of the account to be determined following a BCUC decision regarding the CPCN 
application.  However, as noted in its responses to Questions 117.2, 117.4, and 117.4.1, PNG 
determined it was appropriate to seek the current approvals for the different discrete projects within 
the Salvus to Galloway Remediation Project for Test Years 2020 and 2021 as PNG concluded that a 
CPCN was not required for these phases of the project and the proposed work clearly meets all of the 
necessary requirements for capitalization to plant.  Based on this, PNG did not request rate base 
deferral account treatment for these costs in this Amended Application. 
 
PNG submits that the Salvus to Galloway Remediation Project is an integral project for the safety, 
reliability and integrity of the transmission system and approval of the costs for the noted phases of 
this project in the current RRA is critical and of the highest priority to PNG in advance of the submission 
and anticipated approval of the remaining scope and phases of the Salvus to Galloway CPCN 
application.  Through the current RRA regulatory process, PNG has provided evidence that supports 
the development costs and early construction costs of the project that will be put into service in Test 
Years 2020 and 2021.  With the uncertainty of the timing to receive approval of the CPCN application, 
PNG is extremely concerned that delays to the Salvus to Galloway program may result in a prolonged 
and protracted timing for current and future phases.  In the event the project was delayed, it would 
be problematic from a compliance and risk management perspective for PNG, and potentially have 
implications to the timing of RECAP works.  
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PNG also stated in response to BCUC IR 50.6:  

Due to significant scope growth identified as a result of 2018 and 2019 study, 
and the ongoing decisions related to final scope definition, PNG is not yet in 
a position to provide estimated capital cost for full pipeline remediation 
project. This will be provided in the CPCN application that is intended to be 
filed in June or July 2020. 

117.6 Please provide an update on the estimated capital cost for the full pipeline 
remediation project.  

Response: 
 
As stated in the response to BCUC IR 50.6, the estimated capital cost for the full pipeline remediation 
project will be provided in the CPCN application that is intended to be filed in the third quarter of 2020. 
 

 
 

In response to BCUC IR 50.7, PNG stated: “[t]he 12 prioritized metal loss features 
have a Predicted Failure Pressure Ratio (FPR) of 1.25 or less, where FPR is defined as 
the predicted burst pressure of an anomaly divided by the maximum allowable 
operating pressure of the pipeline.” 

 
117.7 Please elaborate whether PNG has been required to make any changes to operating 

conditions (e.g. pressure, flow) as a result of the identified integrity concerns. If so, 
please describe any impacts to customers downstream. 

Response: 
 
Given that PNG currently and regularly operates at a normal operating pressure that is considerably 
less than the licenced operating pressure (750 psig vs. 1354 psig), no immediate change in operating 
conditions are required.  However, on a collective basis, the Salvus to Galloway integrity issues pertain 
to metal loss, dents, and geohazards, which in combination are not just pressure or flow dependant.  
Therefore, if the issues are not addressed through the work proposed in the Amended Application and 
in the forthcoming CPCN application, this will result in serious operations concerns.  
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In response to BCUC IR 50.7.1, PNG stated: 

This segment of pipeline is currently subject to a BCOGC mandated risk 
assessment that must give consideration to both static and dynamic data and 
give address to the following threats and consequences as outlined in CSA 
Z662 and ASME B31.85: 

 External corrosion 

 Weather and outside force (geotechnical and hydrotechnical) 

 Mechanical damage 

 Safety 

 Business continuity 

 Environment 

Furthermore, this pipeline segment has been selected by the BCOGC for full 
condition review under their “Aged Pipeline Condition Assessment” project 
which assesses the overall condition and integrity management sufficiency of 
operating pipeline assets in BC that are 50 years of age or greater. … 
… 

Given information aggregated to date within the Salvus to Galloway 
Remediation project, PNG believes there is significant risk of further and 
fairly immediate orders from the BCOGC if it cannot be demonstrated that a 
fulsome plan is in place for the overall safe and reliable operation of this 
pipeline.  

117.8 Please confirm the costs associated with completing BCOGC mandated risk and 
pipeline condition assessments included within the current RRA. Please clarify the 
schedule to complete both the BCOGC mandated risk assessment and the “Aged 
Pipeline Condition Assessment” and address whether these items factor into the 
timing of filing the CPCN application. 

Response: 
 
As noted in response to Question 103.2, given the date of emergence of these BCOGC requests, the 
associated costs were not incorporated in the Amended Application to date.  PNG proposes to 
incorporate these costs into the final regulatory schedules. 
 
The pipeline segment-by-segment risk assessment is projected to be implemented and in sustainment 
mode by late Q4 2020 - early Q1 2021.  
 
The Aged Pipeline Condition Assessment has an overall timeline that is yet to be determined by the 
BCOGC.  Initial data submissions are expected to be completed early in Q3 2020.  The BCOGC will set 
the scope and timeline for the remainder of the assessment thereafter.  
 
These assessments are not expected to have any direct impact on the scope of the Salvus to Galloway 
Remediation Project and therefore do not factor into the timing of the filing of the pending CPCN 
application for that project.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 51.2 
Compressor Station Upgrades 

In response to BCUC IR 51.2, PNG stated it “… has developed an initial five-year plan for the 
works on the compressor stations, which included the activities in 2020 and 2021 and up to 
2024.” 
 
118.1 Please describe the compressor station upgrade activities included in the five-year 

plan for each year in the plan. 

Response: 
 
The upgrade activities included in the five-year plan are a mixture of projects driven by legislation, 
reliability and asset life replacements.  Planned projects (which is subject to change) include:  
 

Year Activity Description 

2020  Replacement of Unit 2 starter motor 
 

 Installation of two new isolation valves 
at R3 

 Overhaul of R1 unit 2 Compressor 

 Replacement of R4 130VAC battery 
system with 24VAC system 

 Emissions reduction legislation driven project, 
changing gas driven unit to electric drive 

 Asset life and reliability driven project 
 

 Reliability driven project 

 Asset life and reliability driven project 

2021  Replacement of R1 Gas Operated Valves 
 

 Replacement of MCC at R1 

 Replacement of Lights and Panel at R1 

 Replacement of incoming transformer 
at R1 

 Emissions reduction legislation driven project, 
changing gas operated valves to electric or air  

 Asset life replacement project to upgrade  

 Asset life replacement project 

 Reliability driven project  

2022  R1 U2 rotor overhaul 

 R1 install meter on vent line 

 R1 backhoe replacement 

 R3 boiler upgrade 

 Reliability driven project  

 Reliability and legislation driven project 

 Asset life replacement project 

 Asset life and reliability replacement project 

2023  R1 U2 engine overhaul 

 R1 new standby generator 

 R2 light and panel upgrades 

 R4 boiler upgrade 

 Asset life and reliability driven project 

 Asset life and reliability driven project  

 Asset life driven project 

 Asset life driven project  

2024  R2 boiler upgrade 

 R3 new standby generator 

 R3 light and panel upgrades 

 Asset life driven project  

 Asset life and reliability driven project 

 Asset life driven project 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 52.2, 52.6; BCUC IR 52.4, Attachment BCUC 1.52.4a – 
LDS1 Lauren Scope Options, p. 4; Attachment BCUC 1.52.4b – LDS1 Lauren 
Design Basis, p. 5; PNG Application for CPCN for the Construction of Kitimat 
Regulating Station LDS No2 proceeding (LDS2 CPCN Application), Exhibit B-
1, Section 2.4.1, p. 9. 
LNG Canada Let Down Station #1 

In response to BCUC IR 52.2, PNG stated: 

PNG believes there is minimal risk to the timing of planned capital activities 
for this project. There is an executed backstop agreement in place that is 
supporting engineering, permitting, planning, and long lead procurement 
activities while a long-term commercial agreement is executed to support 
further works. The commercial agreement is presently in draft status and 
actively being worked through to completion by both PNG and the 
prospective customer.  

In response to BCUC IR 52.6, PNG stated: 

PNG notes that it considered seeking approval for this project under this 
Amended Application and not filing a CPCN. However, following the BCUC’s 
Decision on PNG’s 2018-2019 Revenue Requirements Application (Order G-
151-18) whereby the CPCN requirements were addressed, PNG determined 
that a CPCN application would be filed given the magnitude and scope of the 
project, as well as the public interest component of the project. The CPCN 
application will be in line with the approach taken in 2019 with the filing of a 
CPCN application for the very similar LNG Canada LDS#2 project 

119.1 Please provide a copy of the executed backstop agreement. 

Response: 
 
PNG considers the backstop agreement to be a commercially sensitive document and has submitted it 
to the BCUC on a confidential basis under separate cover.   
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119.2 Please provide an update regarding the timing for an executed commercial 
agreement and its filing with the BCUC. 

Response: 
 
Disruptions due to COVID-19 have delayed the in-service date for the LDS#1 facility and therefore the 
commercial agreement execution has also been delayed.  Current projections are that the agreement 
will be executed in Q3 2020 and filed with the BCUC shortly thereafter. 
 
As an update on the LDS#1 Project, PNG advises that it has been notified by the customer that LDS#1 
is likely not required until 2022 as a result of a project delay on the customer side.  As such, PNG will 
remove the capital costs associated with LDS#1 for both Test Year 2020 and Test Year 2021, which are 
$1.148 million and $217,000 respectively.  PNG will also remove the associated forecast demand 
(27,450 GJ) for Test Year 2021.  PNG proposes to reflect these changes in the final regulatory schedules.  
PNG will seek approval for the capital costs associated with LDS#1 through a separate CPCN application 
to be filed once the commercial arrangements have been finalized and executed.  
 
 

 
119.2.1 If available, please provide details of any substantive differences between 

the draft commercial agreement to serve this customer and the executed gas 
sales agreement entered into as part of the LDS#2 project. 

Response: 
 
PNG anticipates that the LDS#1 gas sales agreement will be substantially the same as the LDS#2 gas 
sales agreement. 
 
 

 
119.3 Please provide the financial evaluation of the proposed LDS#1 commercial 

agreement. 

Response: 
 
As the commercial agreement has not been negotiated, the financial evaluation is not available at this 
time.  Please also see the response to Question 119.4. 
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119.4 From PNG’s perspective, please clarify if a CPCN is required for the LNG Canada 
LDS#1 Project or if approval of the costs as part of the RRA is adequate.  

Response: 
 
The determination of when a CPCN is required was addressed in the BCUC Decision on PNG’s 2018-
2019 RRA under Order G-151-18 as PNG had included a number of significant capital projects in its 
2018-2019 RRA application.  Based on the body of evidence presented in the proceeding and the 
acknowledgement that there was “ambiguity to the interpretation of the CPCN requirements of the 
UCA”, the BCUC Panel concluded that it was appropriate to review the noted projects as part of the 
2018-2019 RRA proceeding and approved the projects.  
 
The BCUC Panel also agreed that projects that “fall under the maintenance and operation of an existing 
approved CPCN” would not require a new CPCN application.  Based on the principles established in the 
2018-2019 RRA Decision and the fact that the LDS#1 project basically entails the replacement of an 
existing station, PNG acknowledges that a CPCN would not be required for the LNG Canada LDS#1 
Project and that approval of the costs could be addressed adequately in the RRA.   
 
As noted in response to BCUC IR 79.7, PNG had traditionally used a threshold of $1 million for non-
recurring projects to determine if a CPCN application was required if it was not able to address a 
significant project through its annual revenue requirements application.  Therefore, for the LNG 
Canada LDS#1 Project, PNG did make the determination to file a CPCN for the project. 
 
Please also see the response to Question 119.2 regarding a delay in the LDS#1 project and PNG’s 
proposal to remove the project elements from the final regulatory schedules. 
 
 

 
119.5 Please elaborate on the public interest component of the LNG Canada LDS #1 

Project, as referenced in the preamble.  

Response: 
 
Similar to the Kitimat Regulation Station LDS#2 CPCN that was approved by the BCUC under Order C-
3-19, PNG submits that the construction of the LDS#1 Project and the underlying soon-to-be-executed 
contractual agreement are also in the public interest.  In its CPCN application, PNG will demonstrate 
that the project is required for a new customer seeking service for one of the biggest and most 
important capital projects in Canada, the LNG Canada liquefied natural gas export facility in Kitimat, 
British Columbia.  PNG will also demonstrate that the margin generated from this arrangement will 
recover all capital and operating costs from the customer and will generate additional margin to the 
benefit of existing ratepayers. 
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119.6 Please provide a breakdown of the incremental cost of service impact associated 
with the LNG Canada LDS#1 capital costs for 2020 and 2021 including depreciation, 
return of equity and return on debt, AFUDC and other costs. 

Response: 
 
Please also see the response to Question 119.2 regarding a delay in the LDS#1 project and PNG’s 
proposal to remove the project elements from the final regulatory schedules. 
 
For clarity and understanding, PNG has provided the requested information in the table that follows. 
 

 
 
For Test Year 2020, the inclusion of LDS#1 would result in higher overheads capitalized and submits 
that there would be no other impacts on the cost of service as the project would remain in work-in-
progress. 
 
For Test Year 2021, the LDS#1 project would be added to plant and impact rate base on a mid-year 
basis.  This would be offset by the income tax deduction from the accelerated CCA taken on the project, 
resulting in a minimal incremental impact on the cost of service.  This is however, more than offset by 
the incremental margin expected to be received which PNG had estimated to be approximately 
$230,000 under the assumption that service commences in October 2021. 
 
 
 

119.6.1 Please clarify when the costs associated with the LNG Canada LDS #1 
expected to be moved from work in progress to rate base.  

Response: 
 
As noted in the response to Question 119.6, PNG expected to include this project in rate base in 2021.  
Please also see the response to Question 119.2 regarding a delay in the LDS#1 project and PNG’s 
proposal to remove the project elements from the final regulatory schedules. 
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119.7 Please discuss the rationale for seeking approval to recover costs associated with the 
LNG Canada LDS#1 Project in rates as part of the current RRA, given that a CPCN is 
expected to be filed for the project in the future and a CPCN has not yet been 
granted.    

Response: 
 
PNG had anticipated finalizing the contractual obligation by Q1 2020, and therefore, included the costs 
and volumes associated with the LDS#1 Project with the intention to finalize the numbers during the 
current RRA regulatory proceeding.  However, as noted in response to Question 119.2, with the 
disruption of COVID-19 and the delay of the execution of the commercial agreement, PNG proposes 
to remove the costs and related margin of the LDS#1 Project from the RRA primarily due to the 
uncertainty on the timing of the project.  PNG will address these matters in the CPCN application to be 
filed once the negotiations and agreements are finalized. 
 
 

 
119.7.1 Please discuss whether PNG considered excluding the cost of service impact 

of the LNG Canada LDS#1 Project from the current RRA given that a CPCN is 
expected to be filed for the project in the future and a CPCN has not yet 
been granted. If yes, please discuss why PNG did not proceed with this 
approach. If not, please discuss why not.  

Response: 
 
Please see the response to Question 119.7. 
 

 
 

119.7.2 Please discuss whether PNG considered including the cost of service impact 
of the LNG Canada LDS#1 Project in a deferral account, with the disposition 
of the account to be determined following any BCUC decision regarding the 
CPCN. If yes, please discuss why PNG did not proceed with this approach. If 
not, please discuss why not.  

Response: 
 
PNG submits that it did consider this alternative but at the time of the submission of the RRA, PNG was 
confident in its ability to finalize negotiations, execute the commercial agreements, seek BCUC 
approval of the CPCN and commence the construction of the project and therefore included the 
project in the RRA.  With COVID-19 and the delay in achieving these objectives, PNG is now proposing 
to remove the project from the RRA as noted in the response to Question 119.2. 
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In response to BCUC IR 52.4, PNG provided an attachment BCUC IR 1.52.4a entitled LDS1 
Lauren Scope Options which states on page 1: 

PNG would like to evaluate the following options for construction of the new 
Letdown Station #1: 

A. Inspect the existing above ground and below ground 10” yard piping for 
corrosion. If acceptable, recoat piping, demolish the large coalescing 
filter that is no longer required, install structural supports for the existing 
10” valves that were previously supported by the coalescing filter, and 
tie-in a new 1.5” to 2” station inlet off a downstream 10” blind flange. 

B. Install a hot tap fitting on the buried 10” piping on the Methanex Station 
side of the 10”x4” tee that feeds the Alcan Lateral, and complete hot tap 
and isolation work to facilitate demolition of the 10” piping that has had 
minimal flow for the last 14 years, and install a new 2” riser to service 
the new Letdown Station #1. 

Further, in response to BCUC IR 52.4, PNG provided an attachment BCUC IR 1.52.4b entitled 
LDS1 Lauren Design Basis which states on page 5: 

The proposed regulating station will be supplied by a new 60mm OD pipeline 
and riser with below ground tie in to the existing 273.1mm OD high pressure 
sweet natural gas pipeline at the lease boundary. A hot tap and isolation of 
the 273.1mm OD pipeline will be required to facilitate demolition and tie-ins. 

119.8 Please elaborate on the factors which led PNG to select the proposed regulating 
station design described in the Design Basis. 

Response: 
 
PNG and its prospective customer had mutual interest in having a regulating station that was fit for 
purpose, minimized occupied footprint, eliminated legacy asset concerns regarding equipment 
integrity and hazardous materials (lead containing materials and asbestos), and would pass the 
stringent hazard assessment criteria of the LNG Canada team.  
 
As outlined in Section 3 and Section 4 of the referenced BCUC IR 52.4a Scope Options Review 
Memorandum by Lauren Services, the prospective reuse of existing 10” piping was identified to higher 
risk when it came to schedule, constructability, future operability and maintenance, safety and cost, 
versus the alternative involving removal of legacy 10” piping and providing new station feed piping via 
hot tap and isolation.  
 
The re-use of a portion of the existing concrete pad is proposed in order to minimize cost and 
construction coactivity concerns with adjacent activities.  
 
The piping and equipment were sized and specified as indicated in the DBM in order to meet the 
minimum requirements of the customer interface agreement design criteria.  
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119.9 Please describe any alternatives considered by PNG for this project other than the 
two alternatives identified in the preamble. 

Response: 
 
The alternatives identified in the preamble were exclusive to design and construction considerations 
for tie-in to existing pressurized assets.  With respect to station design and locality, PNG considered 
three alternatives: 

1. Design and construct a fit-for-purpose skid mounted station package to be installed within the 
existing legacy “Methanex Station” building enclosure, noting that building internals had 
previously been demolished. 

2. Design and construct a fit-for-purpose skid mounted station package to be installed within a 
new building enclosure on the site of the “Methanex Station” building enclosure. 

3. If intending to pursue Alternative 2, consider relocating the new station to the north side of 
the existing access road in order to increase physical separation of the PNG asset from the LNG 
Canada site.  

 
Maintaining use of the existing “Methanex Station” building enclosure was not desirable given that it 
was grossly oversized for present and future needs and would not allow for reduction of overall 
occupied footprint by PNG.  Furthermore, customer concerns over lead containing materials and 
asbestos potential would remain unaddressed (noting that high lead content was confirmed).  
Construction of the station on the north side of the road would have required considerable work to 
address site gradation concerns and the need to implement flood mitigations.  As a result, Alternative 
2 identified above was agreed to between PNG and the customer.  
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119.10 Please provide a total cost estimate for Option A as described in the preamble, as 
well as any other feasible alternatives considered by PNG for this project. 

Response: 
 
As noted in response to Question 119.9, Option A and B provided in the preamble are exclusively 
alternative solutions for the tie-in to existing pressurized assets for the purpose of new station gas 
supply.  As identified in Table 1 of the Scope Options Review Memorandum, the cost differential 
between tie-in Options A and B are as follows: 

Option A:   $  42,000 

Option B:     161,400 

Cost Differential: $119,400 
 
PNG notes that Option A has considerably higher identified risk per the details of the memorandum.  
 
As provided in response to BCUC IR 52.4 and 52.5, the Class 3 total installed cost estimate for the 
preferred station replacement option (with tie-in Option B) is forecast to be $1,413,590.  If tie-in 
Option A was pursued the total installed cost would be forecast at $1,294,190 with considerably higher 
cost risk.  
 
Class 5 cost estimation for the assessed alternative involving existing building reuse was determined 
to be $950,000 (+75% / -25%), with this alternative not pursued further for the reasons presented in 
the Scope Options Review Memorandum and as articulated in response to Question 119.9.  
 
 

 
On page 9 of PNG’s LDS2 CPCN Application, PNG stated “LDS#2 has been designed such that 
it can be used for future purposes at this site or can be relocated to meet needs elsewhere 
within the PNG system.” 
 
119.11 Please discuss whether the proposed design for LDS1 will allow for similar future 

repurposing as the design allowed for LDS2. If not, please explain. 

Response: 
 
LDS#2 was designed to be repurposed in the future given the short contracted duration of the service 
(4 to 5 years) exclusive to the LNG Canada construction timeframe relative to the design life of a new 
station.  The LDS#1 is intended to provide gas service to the non-process block of buildings on the LNG 
Canada facility site and is expected to be in service at this location for approximately 40 years.  As a 
result LDS#1 has not been subject to the same repurpose considerations as LDS#2.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 54.4 
High Voltage Alternating Current Mitigation 

In response to BCUC IR 54.4, PNG stated: 

PNG has attempted to obtain compensation and has not been successful, 
therefore PNG is not expecting to receive any compensation for the 
purposes of mitigating the induced voltage as a result of this installation. 

120.1 Please clarify from whom PNG attempted to obtain compensation for the purposes 
of mitigating the induced voltage as a result of this installation. 

Response: 
 
PNG can confirm that it has approached BC Hydro, who are constructing the transmission lines, about 
compensation.   
 
 

 
120.2 Please elaborate on the circumstances of the request for compensation and describe 

the rationale provided for denying PNG compensation for this induced current 
mitigation work.  

Response: 
 
As noted in response to Question 120.1, PNG approached BC Hydro to fund the required study 
activities when the initial proposed change was brought forth by BC Hydro.  The rejection rationale 
was that BC Hydro had an established statutory right of way prior to PNG’s arrival and as such that 
PNG did not have the land position to force the issue.   
 
 

 
120.3 Please explain whether PNG has considered taking legal action to pursue a claim for 

compensation. If not, why not? 

Response: 
 
PNG did consider taking legal action, however, based upon PNG’s previous experience and corporate 
understanding, given the anticipated cost to proceed with legal action compared to the chance of 
success in the recovery of costs, further action was deemed to not be warranted. 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 58.1 
Mobile/Heavy Equipment 

In response to BCUC IR 58.1, PNG provided the following table showing decision and actual 
mobile/heavy equipment costs from 2015 to 2019, as well as forecast 2020 and 2021 costs: 
 

 
 
121.1 Please elaborate on the likelihood of all mobile & heavy equipment purchasing 

taking place in 2020 and 2021 given the significant increase relative to previous 
years. 

Response: 
 
PNG has a high degree of confidence that all planned mobile and heavy equipment purchases for 2020 
and 2021 will be completed.  PNG notes that it has already placed the majority of purchase orders with 
relevant suppliers for all equipment identified for purchase in 2020.  Further, several pieces of mobile 
and heavy equipment have already been received, with the latest delivery on the last piece of 
equipment anticipated for August 2020.   
 
PNG plans to place the necessary purchase orders for equipment due to be purchased in 2021 with the 
relevant suppliers during the first quarter of 2021.  This early engagement enables the supply chain to 
delivery the necessary equipment within the 2021 time period.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 71.2 
RIPET Project CIAC 

In response to BCUC IR 71.2, PNG stated: 

The coincidental activities and requirements of the RIPET project allowed for 
significant improvements, address of known integrity concerns, while 
allowing minimization of cost impacts to PNG ratepayers by covering the 
significant majority of associated costs within the RIPET CIAC recovery. 

122.1 Please clarify whether the total costs for the Cathodic Protection, Distribution 
Pressure Pipeline System and High Pressure Pipeline System Improvements were 
accounted for in the RIPET Project CIAC recovery amount and if so, how. If not, 
please clarify what is meant by the statement that “the significant majority of 
associated costs within the RIPET CIAC recovery” as stated in the preamble. 

Response: 
 
PNG wishes to revise its response to BCUC IR 71.2 in reference to the RIPET CIAC recovery.  This 
response should have more appropriately stated that the majority of cost associated with the 
identified improvements was covered by the RIPET Industrial Gas Sales Agreement and associated 
eventual CIAC recovery in the amount of $541,000.  Of the overall cost of $6,183,430 incurred to 
relocate the pre-existing PNG high pressure gas main into the landowner designated utility corridor, 
to significantly reconfigure the pre-existing distribution pressure pipeline system, to provide high 
pressure gas to RIPET, and to provide for the improvements and benefits noted within the responses 
previously provided to the BCUC IR 71 series, the costs allocated to existing system betterment were 
per the table provided in response to BCUC IR 71.3.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 53.1, 53.2; PNG-West Division 2018-2019 RRA 
proceeding, Exhibit B-6, BCUC IR 91.1; PNG-West 2018-2019 RRA 
proceeding, Order G-151-18 with reasons for decision dated August 15, 
2018, Section 4.2, p. 17. 
Geographic Information System (GIS) 

In response to BCUC IR 53.1, PNG provided the following table that breaks down the 
consolidated GIS costs allocated to each division.   
 

 
In response to BCUC IR 91.1 in the PNG-West 2018-2019 RRA proceeding, PNG stated: 
“[t]hese costs will be allocated to each division based on the shared services cost allocation 
methodology.” 
 
123.1 Please explain whether actual costs are allocated differently from forecast costs.  If 

so, please discuss the methodology of allocating actual costs. If not, please clarify 
why the actual amount allocated does not equal the forecast allocation percentage 
in the table above.  

Response: 
 
PNG confirms that costs are allocated to each division based on the shared services cost allocation 
methodology.  The actual allocation changes slightly from one year to the next and the actual allocation 
reflects an average of the actual shared services cost allocation factors for 2018, 2019 and 2020.  In 
addition, PNG draftspersons charge their time spent on the implementation of the GIS to the GIS 
project.  These costs are recorded in the division related to the work done by the draftspersons.  PNG 
notes that the difference in the actual and forecast allocation amounts to a transfer of $19,000 from 
PNG-West to PNG(NE).  If, at the end of the project, charges from PNG’s internal labour alter the 
allocation of the project to a material degree, PNG would consider reallocating those costs to align 
with the shared services cost allocation methodology.  
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In the 2018-2019 PNG West RRA Decision, it stated “[i]n addition, PNG‐West has identified 
two further projects: Digital Data Mapping (DDM) and Computerized Maintenance 
Management System (CMMS) that will collectively address the state of its utility asset 
information.” 
 
123.2 Please list and provide a description of all the systems the GIS project will interface 

with.   

Response: 
 
PNG intends to interface the GIS system to the customer information system and to the CMMS. 
 
 

 
123.3 Please explain if and how the DDM and CMMS systems complement the GIS project.  

Please include a description of these systems, if not done so above. 

Response: 
 
PNG is undertaking an implementation of a CMMS based on the IBM Maximo software application.  
The CMMS records and manages maintenance on all significant assets and equipment owned and 
operated by PNG.  CMMS, together with the spatial information of those assets that is maintained in 
GIS, provides a complete view of PNG’s transmission and distribution assets; one that facilitates 
effective logistics and integrity management.  For example, while CMMS manages the maintenance 
schedules of major equipment and facilities, GIS provides information on the location of those assets, 
enabling field crews to be dispatched and routed in the most efficient manner possible.   
 
PNG’s DDM initiative generates accurate information on geotechnical, hydrological, and civil 
infrastructure features that is essential for engineering and operations in their integrity risk assessment 
and preventative maintenance planning and execution activities.  This information is available to the 
GIS and, together with the spatial information on PNG transmission and distribution assets, provides a 
comprehensive view of PNG’s pipeline infrastructure that simplifies construction and maintenance 
planning activities, and improves PNG’s confidence in its risk assessment and management practices. 
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In response to BCUC IR 53.2, PNG stated:  

PNG estimates the annual cost of maintaining an accurate GIS to be 
$250,000, based on the cost of: (i) maintaining software licenses ($50,000); 
(ii) maintaining servers and other IT infrastructure ($40,000); (iii) technical 
support from AUI’s GIS staff ($40,000); and (iv) additional system 
improvements ($120,000). 

123.4 Please categorize the capital and annual costs by account number.  

Response: 
 
All of the costs presented in the response to BCUC IR 53.2 are maintenance costs recorded in account 
BCUC 685. 
 
 

 
123.5 Please explain why additional system improvements of $120,000 are required 

annually.  

Response: 
 
PNG has allocated an amount of $120,000 for the acquisition of additional spatial data such as high 
resolution orthographic imagery, Light Detection and Ranging imagery (LiDAR) used for measuring 
small changes in topology, on-the-ground surveys for improving the accuracy of PNG existing assets, 
and for the development of additional reporting and query tools to support, amongst other things, 
PNG’s transmission pipeline integrity program.  PNG views enhancements to its GIS as vital to 
maintaining the accuracy and utility of its significant investment in GIS technology that has already 
begun to increase the capability of its engineering group. 
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.1, p. 102; Exhibit B-3, BCUC IR 56.2 
Information and 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. 

In response to BCUC 56.2, PNG stated “[f]uture year sustainment costs are projected to be 
<$10,000 and will be incurred under operating expense.” 
 
124.1 Please breakdown the costs by year, account, category (capital and annual operating 

costs) and division. Please describe the method of allocation to the divisions.  

Response: 
 
Please see the table that follows. 
 

 
 
PNG notes that there will be an annual expense associated with system sustainment following 
implementation.  This is expected to be less than $10,000 annually and will be limited to salaried 
employee management efforts and annual licensing.   
 
The management of change program costs have been allocated amongst divisions based upon the 
PNG-West shared services cost allocation methodology composite average allocator. 
 
 

 
  

Management of Change 2019 2020 Total

Capital Costs Actual Forecast Forecast

PNG West 31,500            96,277            127,777          

PNG(NE) FSJ/DC 17,400            53,337            70,737            

PNG(NE) TR 1,100              3,386              4,486              

Total MOC capital costs 50,000            153,000          203,000          
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 Reference: RATE BASE 
Exhibit B-2, Section 2.13.1.1.2, p. 111; Exhibit B-3, BCUC IR 62.1 
Information and 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. 

125.1 Please confirm that the total costs to replace or supplement the existing modelling 
system with Synergi Gas (or similar) are $128,000. If not confirmed, please provide 
the total project costs.  

Response: 
 
The $128,000 forecast for the current test period is an estimation of costs to be incurred within the 
test period.  Any additional efforts and costs will be carried forward for completion into the 2022 test 
year.  Total project costs will not be known until a later date, once the exploration phase of the project 
is completed, the replacement or supplementary modelling system has been selected, and 
implementation phase details are defined.  
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125.2 Please explain whether any costs are allocated to the PNG(NE) divisions.  

Response: 
 
Yes, costs are allocated across all PNG divisions.  Please see the table that follows for the allocation of 
the costs of this project. 
 

 
 
Proposed costs associated with new or supplemental hydraulic modelling software implementation 
for the test period are as per the preceding table and are limited to Test Year 2021.  No costs are 
expected to be incurred in 2020.  All costs for the test period are of a capital nature given that activities 
are limited to the capitalization of implementation costs and exclude any operating expense related 
sustainment costs expected to be incurred in future test periods.  2021 costs are expected to be 
inclusive of vendor services associated with PNG specific data migration, platform implementation, 
and licensing, as well as PNG engineering personnel allocation for project development, solution 
selection, and execution management.  
 
The hydraulic modelling system program costs have been allocated amongst divisions based upon the 
PNG-West shared services cost allocation methodology composite average allocator. 
 
 

 
125.2.1 If yes, please provide the costs for PNG (consolidated) and costs allocated to 

PNG-West, PNG(NE) FSJ/DC and PNG(NE) TR divisions by year, operating and 
capital costs and by account number. Please also describe the allocation 
methodology.   

Response: 
 
Please see the response to Question 125.2. 
 
 

 
125.2.2 If not, please explain why not and breakdown the total costs by year, 

operating and capital costs and by account number.  

Response: 
 
Not applicable.  Please see the response to Question 125.2. 
 
 

 

Hydraulic modelling system 2021

Capital Costs Forecast

PNG West 128,369          

PNG(NE) FSJ/DC 71,116            

PNG(NE) TR 4,515              

Total capital costs 204,000          
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125.3 Please discuss the timeline to complete this project.  

Response: 
 
This project is anticipated to be completed in the 2022 test year.  
 

 
 
In response to BCUC IR 62.1, PNG stated: “…the current PNG modelling software has 
significant limitations in its ability to interface with PNG’s GIS system, other PNG online 
operational management platforms, and is very inefficient from a user interface and 
maintenance perspective.” 
 
125.4 Please list and provide a description of all the systems the Synergi Gas system will 

interface with.  

Response: 
 
In addition to expected future interface with the PNG GIS system, it is presumed that the chosen 
hydraulic modelling software upgrade (replacement or supplement) will interface with other Esri-
based applications as well as with computer aided drafting (CAD) applications.  There is a possibility 
that interface opportunity may also exist with pipeline risk model software.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 57.1; PNG-West Division 2018-2019 RRA proceeding, 
Exhibit B-1-1, pp. 87, 94; PNG-West Division 2016-2017 RRA proceeding, 
Exhibit B-1-1, pp. 87, 93. 
Computer Hardware/Software 

In response to BCUC IR 57.1, PNG provided the following table specifying the forecast 
computer hardware/software capital expenditures for the test period.  

 
In the 2018-2019 PNG-West RRA forecast Computer Hardware/Software capital expenditures 
were approximately $128,000 in 2018 and $144,000 in 2019. 
 
In the 2016-2017 PNG-West RRA forecast Computer Hardware/Software capital expenditures 
were approximately $164,000 in 2016 and $107,000 in 2017.  
 
126.1 Please explain why computer hardware/software costs have increased from prior 

Test Periods. Please discuss the key drivers.  

Response: 
 
In order to align with best practices for IT infrastructure, PNG has introduced a number of initiatives 
commencing in 2019 that include a workstation replacement program to replace laptops and desktop 
computers every 4 years and a program to replace PNG’s servers every 5 years.  In addition, PNG has 
identified a one-time cost for Test Year 2021 to replace the Itron meter reading handhelds as the 
vendor will no longer be supporting or repairing the existing handhelds after December 3, 2021.  
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J. CAPITAL STRUCTURE AND RETURN ON CAPITAL 

 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL 
Exhibit B-3, BCUC IR 67.4, 67.5, 67.6 
Financing Costs 

In response to BCUC IR 67.4, PNG stated:  

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on 2020 and 2021 short term debt costs would 
result in a decrease in costs of $105,000 and $143,000, respectively. 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on 2020 and 2021 long term debt costs would result 
in a decrease in costs of $364,000 and $447,000, respectively. 

127.1 Please discuss the impact on delivery rates as a result of the revised 90 day treasury 
bill interest rate forecast.  

Response: 
 
Based on the revised 90-day treasury bill interest rate forecast and the associated impact on 2020 
short term and long term debt costs of $105,000 and $364,000, respectively, PNG estimates that 
delivery rates to residential customers would decline by approximately 1.1% or by $11.58 to the 
average residential annual bill. 
 
Based on the revised 90-day treasury bill interest rate forecast and the associated impact on 2021 
short term and long term debt costs of $143,000 and $447,000, respectively, PNG estimates that 
delivery rates to residential customers would decline by approximately 1.3% or by $13.86 to the 
average residential annual bill. 
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In response to BCUC IR 67.5, PNG stated:  

As and when PNG’s risk profile supports the reduction of its capitalization 
with common equity without endangering its investment grade credit rating, 
PNG will be taking the very straightforward steps to achieve this result: (i) 
incur additional debt; and, (ii) issue a dividend to its shareholder. 

In response to BCUC IR 67.6, PNG stated:  

By having common equity in its actual capital structure that is in excess of 
the equity capitalization of rate base, PNG’s shareholder effectively earns an 
after-tax interest rate on the excess equity. 

127.2 Please discuss whether the recent reorganization has had, or is expected to have, 
any impact on the actual common equity component required to maintain an 
investment grade credit rating on PNG’s long-term debt.  

Response: 
 
PNG does not anticipate that the recent reorganization will have any impact on the actual common 
equity component required to maintain an investment grade credit rating on PNG’s long-term debt. 
However, PNG cannot speculate on what DBRS’ common equity component requirements for the 
Company will be in order to maintain an investment grade credit rating. 
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K. PROPOSED RATE CHANGES 

 Reference: PROPOSED RATE CHANGES 
Exhibit B-3, BCUC IR 70.1 
Bill Comparison 

In response to BCUC IR 70.1 PNG stated:  

However, due to the increase in the RSAM rate rider for Test Year 2020, from 
a credit rider of $0.327/GJ to a debit rider of $1.175/GJ, residential and small 
commercial customers will see a bundled overall rate increase of 11% and 
12.4%. This increase in the RSAM rate rider is primarily due to much warmer 
weather conditions experienced in both 2018 and 2019. Therefore, PNG 
collected lower than forecast margin from these two customer classes in 
both 2018 and 2019, and through the RSAM, PNG will collect these variances 
from these customer classes in 2020 and 2021. 

128.1 Please clarify if similar bundled overall rate increases have been experienced by 
customers in prior Test Periods. If so, please provide the Test Year(s) and the 
associated amount of rate increases.   

Response: 
 
PNG notes that similar bundled overall rate increases have been experienced by customers of the 
PNG(NE) Tumbler Ridge division as noted for Test Year 2019.  PNG also notes that changes in the RSAM 
rider as well as the GCVA rider can have significant impacts (positive or negative) on the bundled 
customer rates as experienced in the past. 
 
 
 
 

 
  



 PNG-West 2020-2021 RRA 
  Response to BCUC IR No. 2 
 May 20, 2020 
 Page 106 of 123 

 
 
L. COST OF SERVICE REPORTING – ACTUAL VS DECISION 

 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION 
Exhibit B-3, BCUC IR 75.1, 75.1.1, 75.3 
Account 685 – General Operations 2019 Variance 

In response to BCUC IR 75.1 PNG stated: “The amount of costs that were previously 
budgeted as operating costs and subsequently capitalized was $254,000, specifically the 
costs related to Maximo.” 
 
And in response to BCUC IR 75.1.1, PNG stated:  

PNG confirms that these 2019 costs approved under Decision 2019 for GIS 
and Maximo were reflected in the cost of service for 2019 and recovered in 
rates set for that year. PNG further confirms that the Maximo costs 
capitalized will subsequently be recovered in future rates by virtue of the 
depreciation of these costs being included in the cost of service for future 
years. 

However, PNG notes that, given the nature of the rate setting process, during the 
course of each year there are variances, both favourable and unfavourable, from the 
forecast cost of service for any particular test period. To consider specific 
unfavourable variances for disallowance is not appropriate as it does not consider 
the fact that on an overall basis the impact is likely to be marginal. 
 

PNG stated in response to BCUCU IR 75.3:  

The reason for the change in accounting treatment can be attributed to the 
fact that the Maximo system is to be deployed to employees later than the 
date originally anticipated when the 2018-2019 Revenue Requirements 
Application was under review. Under US GAAP qualifying license costs and 
the related software support and other development costs can be capitalized 
during the application development stage, which is why these costs have 
been capitalized rather than being expensed. 
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129.1 Please clarify whether variances from the forecast cost of service related to changes 
in accounting treatment are typically allowed under the rate setting process and 
provide any recent examples.  

Response: 
 
PNG is not aware of whether variances from the forecast cost of service related to changes in 
accounting treatment are typically allowed under the rate setting process and is unable to provide any 
recent examples. 
 
As noted in the response to BCUC IR 75.3, the change in accounting treatment was caused by the delay 
in the implementation of the Maximo system.  PNG has historically capitalized qualifying license costs 
and the related software support during the application development stage.  To ensure consistency in 
its accounting treatment of such costs, PNG capitalized the qualifying license costs and the related 
software support when the in-service date of Maximo was delayed. 
 
 

 
129.2 Please discuss if there have been any similar changes in accounting treatment since 

the 2018-2019 Test Period.  

Response: 
 
PNG confirms that there were no other changes to the accounting treatment to costs incurred in the 
2018-2019 Test Period compared to what was approved in the 2018-2019 Decision, except that on 
January 1, 2019, PNG adopted the Financial Accounting Standards Board (FASB) issued Accounting 
Standards Update (ASU) No. 2016-02, “Leases” which requires lessees to recognize on the balance 
sheet right-of-use assets and lease liabilities for all leases with lease terms greater than 12 months 
which has been applied by PNG.  
 
On adoption of ASC 842, all operating leases were recognized on the balance sheet with an increase 
to other long-term assets of approximately $0.9 million and an increase to lease liabilities of 
approximately $0.5 million (net of the current portion which was recorded under other current 
liabilities of approximately $0.4 million).  The adoption of ASC 842 did not impact the consolidated 
statement of income nor the consolidated statement of cash flow but may result in some changes in 
the classification of expenses.  PNG notes that the changes to the financial statement presentation 
described above have no impact on the determination of customer rates.  
 
 

 
129.2.1 If so, please provide any changes that may be required to the ratebase or 

cost of service for the Test Period, and discuss the rate impact.  

Response: 
 
As noted in the response to Question 129.2, there are no changes required to the ratebase or cost of 
service for the Test Period. 
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M. OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 

 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-3, BCUC IR 79.2, 79.5, 79.7.1 and 79.7.2  
Reporting on Significant Capital Projects 

In response to BCUC IR 79.2, PNG provided the following table to show the proposed 
threshold as a percentage of actual capital expenditures.  
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130.1 Please recast the table above to illustrate the capital expenditures that would be 
captured based on a $500,000 threshold as a percentage of total capital 
expenditures for each year between 2015 and 2019. 

Response: 
 
PNG notes that the table provided in response to BCUC IR 79.4 illustrated projects captured based on 
a $500,000 threshold as a percentage of total capital expenditures for each year between 2017 and 
2019.  PNG submits that it would be more meaningful to recast that table by including 2015 and 2016 
capital project detail and has done so in the table that follows. 
 

 
 

 
  

Project 

Type *

Plant in 

Service 

Account 

Number

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

2016 Actual 

Expenditure 

Excluding 

Overhead

2015 Actual 

Expenditure 

Excluding 

Overhead

Total > $500,000

Planned - Non-Recurring

Geotechnical Information System GP 487         629,396         446,052                     -                       -                       -        1,075,448  Yes 

Structure Improvements GP 472/482      1,105,203           43,868           92,594         492,325         121,422      1,855,412  Yes 

Transmission Mainline Repairs and Assessments SB 465         569,845      1,524,927           47,445         495,511                     -        2,637,728  Yes 

Compressor Station Upgrades SB 466         414,759      2,457,096         424,198         147,656         429,655      3,873,364  Yes 

Compressor Spare Overhaul SB 469         481,881                     -                       -                       -                       -           481,881  No 

Replace Line Heaters SB 467                     -           495,780           89,150         494,240         272,223      1,351,393  Yes 

Asset Records Modernization GP 487         249,676         199,373                     -                       -                       -           449,049  No 

Meter & Regulating Station Upgrades SB 463/467           68,213           32,356                     -             40,598           62,895         204,062  No 

Automatic Meter Reading Pilot Project SB 478                     -           235,985                     -                       -                       -           235,985  No 

Computer Hardware/Software GP/GP-I 487         612,676                     -                       -                       -                       -           612,676  Yes 

Ridley Island Propane Export Terminal (RIPET) Gas Supply NB 465         757,063      3,696,962         139,622                     -                       -        4,593,647  Yes 

Kleanza Creek Crossing Repair SB 465         746,172                     -                       -                       -                       -           746,172  Yes 

Highway 16/37 Skeena Station Relocation SB 463         673,496                     -                       -                       -                       -           673,496  Yes 

Final Report on 2018 EMAT ILI MP 0-66.7 R1-R2 SB 465         334,188                     -                       -                       -                       -           334,188  No 

Copper River MP 250 Repair SB 465           51,286      5,605,616                     -                       -                       -        5,656,902  Yes 

Pembina Watson Island Gas Supply NB 463/465         971,158                     -                       -                       -                       -           971,158  Yes 

LNG Canada Let Down Station #2 Gas Supply NB 472/477      1,222,332                     -                       -                       -                       -        1,222,332  Yes 

Access Upgrades - Work Channel & Gitnadoix SB 465                     -                       -             83,643                     -                       -             83,643  No 

Other System Betterments SB 468                     -                       -           306,765           22,131                     -           328,896  No 

MP 299 New Crossing and Line Lowering SB 465                     -                       -           702,958         204,528                     -           907,486  Yes 

New/Replacement Tools and Equipment GP 486                     -                       -                       -           202,819                     -           202,819  No 

M/L Repair Washout MP 285.3 SB 465                     -                       -                       -           484,548                     -           484,548  No 

Cathodic Protection RMU SB 465/475                     -                       -    -                     -             86,082           86,082  No 

Kitimat Lateral Receiving Barrel SB 465                     -                       -    -                     -           137,670         137,670  No 

Distribution Main Improvements SB 475                     -                       -    -                     -           104,807         104,807  No 

Paint Glen Creek Falls Bridge SB 465                     -                       -    -                     -           271,352         271,352  No 

Telkwa River Crossing Replacement SB 475                     -                       -    -                     -           146,196         146,196  No 

                    -                       -    -                     -    No 

Total Planned - Non-Recurring Projects      8,887,343   14,738,015      1,886,375      2,584,354      1,632,301   29,728,388 

Total Capital Projects   11,496,999   17,860,386      4,271,840      4,608,738      3,867,937   33,629,225 

Planned - Non-Recurring Projects as % of Total Capital Projects 77.3% 82.5% 44.2% 56.1% 42.2% 88.4%

Projects Exceeding $500,000 Threshold      7,753,385   14,270,301      1,495,967      1,834,259         823,300   26,177,212 

Projects Exceeding $500,000 Threshold as % of Total Capital Projects 67.4% 79.9% 35.0% 39.8% 21.3% 77.8%
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In response to BCUC IR 79.5, PNG stated it “…did not consider other project characteristics 
beyond a dollar threshold in determining which projects should be included in the proposed 
reporting.” 
 
130.2 Please provide the capital expenditure reporting threshold of $250,000, $500,000, 

and $750,000 as a percentage of total rate base, with supporting calculations.  

Response: 
 
Please see the table that follows. 
 

 
  

Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 142,028          135,101          135,475          135,958          136,597          

Threshold as % of Ratebase:

$250 divided by (A) 0.18% 0.19% 0.18% 0.18% 0.18%

$500 divided by (A) 0.35% 0.37% 0.37% 0.37% 0.37%

$750 divided by (A) 0.53% 0.56% 0.55% 0.55% 0.55%
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130.3 Please discuss the pros and cons of using the following factors to determine the 
capital expenditure reporting threshold: 

 Threshold as a percentage of total rate base; 

 Total annual project expenditures captured by the capital expenditure reporting 
threshold as a percentage of total annual project expenditures; and  

 Number of projects per year captured by the threshold.  
Response: 
 
PNG observes that the BCUC directive for the proposed reporting was in the context of allowing the 
BCUC an opportunity to assess whether a CPCN process would be in the public interest, in particular 
for multi-year projects.   
 
Further, as noted in response to BCUC IR 79.5, PNG indicated it would not anticipate undertaking a 
CPCN process for a project with a cost less than $500,000.   
 
Further, in response to BCUC IR 79.7.2, PNG has indicated it has traditionally made use of an informal 
minimum threshold of $1,000,000 as a general guideline in deciding on whether to file CPCNs or 44.2 
applications.  However, a cursory review of other utilities under the BCUC’s jurisdiction suggest that 
this threshold may be on the low side, with PNG submitting that a CPCN threshold between $1,500,000 
to $2,000,000 may be more appropriate. 
 
In response to this question, PNG provides the comments that follow: 
 

Factor Pros Cons 

Threshold as a percentage 
of total rate base 

 Provides a rationale and relevant base 
for a threshold to be applied to a rate 
base component 

 Allows for consideration of materiality 
of capital expenditures to be reported 

 Once established is anticipated to be 
reasonably consistent period-over-
period 

 No concerns noted 

Total annual project 
expenditures captured by 
the capital expenditure 
reporting threshold as a 
percentage of total annual 
project expenditures 

 A consistent percentage of total annual 
project expenditures would be captured 
in the reporting 

 

 No clear connection to the objective of 
identifying projects for which a CPCN 
may be in the public interest  

 Due to fluctuations in annual capital 
spending programs, threshold would be 
subject to volatility for each reporting 
period 

Number of projects per 
year captured by the 
threshold 

 A consistent proportion of the number of 
annual projects would be captured in the 
reporting 

 

 No clear connection to the objective of 
identifying projects for which a CPCN 
may be in the public interest 

 Due to fluctuations in annual capital 
spending programs, threshold would be 
subject to volatility for each reporting 
period 
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In response to BCUC IR 79.7.2, PNG stated:  

As noted in the response to Question 79.7, PNG has made use of an informal 
minimum threshold of $1,000,000 as a general guideline in deciding on 
whether to file CPCNs or 44.2 applications. A cursory review of other utilities 
under the BCUC’s jurisdiction suggest that this threshold may be on the low 
side. 

If a threshold were to be established, PNG suggests that a greater amount, 
say between $1,500,000 to $2,000,000, may be more appropriate. Based on 
actual experience for 2017 to 2019, projects at the $1,500,000 to $2,000,000 
expenditure level would represent 13.4% to 17.8% of average total capital 
expenditures during this period. As per the table provided in response to 
Question 79.7.3 with data for 2015 to 2019, this higher threshold would 
reduce the regulatory burden on PNG, effectively requiring six to seven 
CPCNs during this time period compared to nine CPCNs required at the 
$1,000,000 threshold. 

130.4 If the CPCN threshold were to be established at $1,000,000, please provide all 
projects that would be filed as CPCNs as a percentage of total capital expenditures 
for 2017 to 2019.   

Response: 
 
As per the table that follows, PNG has recast the table provided in response to BCUC IR 79.4 to identify 
projects with a cost in excess of $1,000,000 and has computed the cost of these projects as a 
percentage of total capital projects.  As computed in the table, identified projects range from 16.5% of 
total capital expenditures in 2017 to 77.1% of total capital expenditures in 2018, and average 57.2% of 
total capital expenditures for the three year period 2017 to 2019. 
 
PNG reiterates that the requirement for a CPCN would be determined on a case-by-case basis, 
depending on the nature, timing and materiality of the project.  
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Project 

Type *

Plant in 

Service 

Account 

Number

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

Total > $1,000,000

Planned - Non-Recurring

Geotechnical Information System GP 487         629,396         446,052                     -        1,075,448  Yes 

Structure Improvements GP 472/482      1,105,203           43,868           92,594      1,241,665  Yes 

Transmission Mainline Repairs and Assessments SB 465         569,845      1,524,927           47,445      2,142,217  Yes 

Compressor Station Upgrades SB 466         414,759      2,457,096         424,198      3,296,053  Yes 

Compressor Spare Overhaul SB 469         481,881         481,881  No 

Replace Line Heaters SB 467                     -           495,780           89,150         584,930  No 

Asset Records Modernization GP 487         249,676         199,373                     -           449,049  No 

Meter & Regulating Station Upgrades SB 467           68,213           32,356                     -           100,569  No 

Automatic Meter Reading Pilot Project SB 478                     -           235,985                     -           235,985  No 

Computer Hardware/Software GP/GP-I 487         612,676                     -                       -           612,676  No 

Ridley Island Propane Export Terminal (RIPET) Gas Supply NB 465         757,063      3,696,962         139,622      4,593,647  Yes 

Kleanza Creek Crossing Repair SB 465         746,172                     -                       -           746,172  No 

Highway 16/37 Skeena Station Relocation SB 463         673,496                     -                       -           673,496  No 

Final Report on 2018 EMAT ILI MP 0-66.7 R1-R2 SB 465         334,188                     -                       -           334,188  No 

Copper River MP 250 Repair SB 465           51,286      5,605,616                     -        5,656,902  Yes 

Pembina Watson Island Gas Supply NB 463/465         971,158                     -                       -           971,158  No 

LNG Canada Let Down Station #2 Gas Supply NB 472/477      1,222,332                     -                       -        1,222,332  Yes 

Access Upgrades - Work Channel & Gitnadoix SB 465                     -                       -             83,643           83,643  No 

Other System Betterments SB 468                     -                       -           306,765         306,765  No 

MP 299 Repair Work 2017 SB 465                     -                       -           702,958         702,958  No 

Total Planned - Non-Recurring Projects      8,887,343   14,738,015      1,886,375   25,511,733 

Total Capital Projects   11,496,999   17,860,386      4,271,840   33,629,225 

Planned - Non-Recurring Projects as % of Total Capital Projects 77.3% 82.5% 44.2% 75.9%

Projects Exceeding $1,000,000 CPCN Threshold      4,749,884   13,774,521         703,859   19,228,264 

Projects Exceeding $1,000,000 Threshold as % of Total Capital Projects 41.3% 77.1% 16.5% 57.2%
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130.5 Please provide the CPCN threshold that would be required to represent 20 to 30 
percent of the total capital expenditures for 2017 to 2019.  

Response: 
 
The intent of this question is not clear to PNG. 
 
In the case that the question is to determine a CPCN threshold amount that is 20% and 30% of total 
capital expenditures, please see the information in the table that follows. 
 

 
 
If the intent of the question is to determine a threshold that captures projects that represent 20% to 
30% of total capital expenditures, PNG notes that such a threshold will vary each year.  For example, 
PNG notes that as per the table provided in response to Question 130.4, projects with a cost in excess 
of $1,000,000 range from 16.5% of total capital expenditures in 2017 to 77.1% of total capital 
expenditures in 2018, and average 57.2% of total capital expenditures for the three year period 2017 
to 2019. 
 
In the table that follows, PNG has recast the table provided in response to Question 130.4, to illustrate 
that a CPCN threshold of $3,300,000 million would have captured projects representing an average of 
30.5% of total capital expenditures over the three year period 2017 to 2019, however on an annual 
basis projects captured would range from a low of 3.3% of total capital expenditures in 2017 to a high 
of 52.1% of capital expenditures in 2018.  
 

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

Total Capital Project Expenditures  $ 11,496,999  $ 17,860,386  $    4,271,840 

CPCN Threshold Equivalent to 20% of Total Capital Expenditures  $    2,299,400  $    3,572,077  $       854,368 

CPCN Threshold Equivalent to 30% of Total Capital Expenditures  $    3,449,100  $    5,358,116  $    1,281,552 
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Project 

Type *

Plant in 

Service 

Account 

Number

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

Total > $3,300,000

Planned - Non-Recurring

Geotechnical Information System GP 487         629,396         446,052                     -        1,075,448  No 

Structure Improvements GP 472/482      1,105,203           43,868           92,594      1,241,665  No 

Transmission Mainline Repairs and Assessments SB 465         569,845      1,524,927           47,445      2,142,217  No 

Compressor Station Upgrades SB 466         414,759      2,457,096         424,198      3,296,053  No 

Compressor Spare Overhaul SB 469         481,881         481,881  No 

Replace Line Heaters SB 467                     -           495,780           89,150         584,930  No 

Asset Records Modernization GP 487         249,676         199,373                     -           449,049  No 

Meter & Regulating Station Upgrades SB 467           68,213           32,356                     -           100,569  No 

Automatic Meter Reading Pilot Project SB 478                     -           235,985                     -           235,985  No 

Computer Hardware/Software GP/GP-I 487         612,676                     -                       -           612,676  No 

Ridley Island Propane Export Terminal (RIPET) Gas Supply NB 465         757,063      3,696,962         139,622      4,593,647  Yes 

Kleanza Creek Crossing Repair SB 465         746,172                     -                       -           746,172  No 

Highway 16/37 Skeena Station Relocation SB 463         673,496                     -                       -           673,496  No 

Final Report on 2018 EMAT ILI MP 0-66.7 R1-R2 SB 465         334,188                     -                       -           334,188  No 

Copper River MP 250 Repair SB 465           51,286      5,605,616                     -        5,656,902  Yes 

Pembina Watson Island Gas Supply NB 463/465         971,158                     -                       -           971,158  No 

LNG Canada Let Down Station #2 Gas Supply NB 472/477      1,222,332                     -                       -        1,222,332  No 

Access Upgrades - Work Channel & Gitnadoix SB 465                     -                       -             83,643           83,643  No 

Other System Betterments SB 468                     -                       -           306,765         306,765  No 

MP 299 Repair Work 2017 SB 465                     -                       -           702,958         702,958  No 

Total Planned - Non-Recurring Projects      8,887,343   14,738,015      1,886,375   25,511,733 

Total Capital Projects   11,496,999   17,860,386      4,271,840   33,629,225 

Planned - Non-Recurring Projects as % of Total Capital Projects 77.3% 82.5% 44.2% 75.9%

Projects Exceeding $3,300,000 CPCN Threshold         808,349      9,302,578         139,622   10,250,549 

Projects Exceeding $3,300,000 Threshold as % of Total Capital Projects 7.0% 52.1% 3.3% 30.5%
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130.6 Please provide the individual CPCN threshold of $1,000,000, $1,500,000, $2,000,000 
and $2,500,000 as a percentage of total rate base, with supporting calculations.  

Response: 
 
Please see the table that follows. 
 

 
 
 

 
130.7 Please discuss the relevance of public interest components of a capital project in 

setting a CPCN threshold.   

Response: 
 
PNG submits that while project cost in itself is an important public interest consideration, it is not the 
only public interest consideration, however, it is generally a reasonable proxy for the level of public 
interest concern.  Further, while public interest issues are certainly an important consideration, they 
may not be easily quantifiable.   
 
On this basis, PNG is of the view that a threshold based on a value, be it relative to investment in plant 
or rate base as suggested in response to the BCUC IRs on this matter, would be the most clear and 
consistent approach to establishing a CPCN threshold. 
 
 

 
  

Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 142,028          135,101          135,475          135,958          136,597          

Threshold as % of Ratebase:

$1,000 divided by (A) 0.70% 0.74% 0.74% 0.74% 0.73%

$1,500 divided by (A) 1.06% 1.11% 1.11% 1.10% 1.10%

$2,000 divided by (A) 1.41% 1.48% 1.48% 1.47% 1.46%

$2,500 divided by (A) 1.76% 1.85% 1.85% 1.84% 1.83%
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130.8 Please discuss the pros and cons of using the following factors in determining an 
appropriate CPCN threshold: 

 The individual CPCN threshold as a percentage of total rate base; 

 Total annual project expenditures captured by the CPCN threshold as a 
percentage of total annual project expenditures and;  

 Number of projects per year captured by a CPCN threshold.   
Response: 
 
PNG submits that, in its view, the second two items identified as “factors” generally have little 
relevance to establishing a meaningful and relevant CPCN threshold. 
 
In any event, PNG provides the comments that follow: 
 

Factor Pros Cons 

CPCN threshold as a 
percentage of total rate 
base 

 Provides a rationale and relevant base 
for a threshold to be applied to a rate 
base component 

 Allows for consideration of materiality in 
identifying need for CPCN 

 Once established is anticipated to be 
reasonably consistent period-over-
period and allows proper consideration 
to be given to projects subject to 
regulatory review 

 No concerns noted 

Total annual project 
expenditures captured by 
the CPCN threshold as a 
percentage of total annual 
project expenditures 

 A consistent percentage of total annual 
project expenditures would be subject 
to regulatory review each year 

 

 No clear connection to the objective of 
identifying projects for which a CPCN 
may be in the public interest  

 Due to fluctuations in annual capital 
spending programs, threshold would be 
subject to volatility for each reporting 
period 

 Difficult to forecast which projects will 
be subject to review and may impede 
regulatory efficiency 

 May result in unnecessary review of low 
risk, low complexity projects with 
minimal public interest impacts 

Number of projects per 
year captured by a CPCN 
threshold 

 A consistent proportion of the total 
number of annual projects would be 
subject to regulatory review each year 

 

 No clear connection to the objective of 
identifying projects for which a CPCN 
may be in the public interest 

 Due to fluctuations in annual capital 
spending programs, threshold would be 
subject to volatility for each reporting 
period 

 Difficult to forecast which projects will 
be subject to review and may impede 
regulatory efficiency 

 May result in unnecessary review of low 
risk, low complexity projects with 
minimal public interest impacts 
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In response to BCUC IR 79.7.1 PNG stated that the following factors would would be relevant 
to setting a minimum threshold for CPCN or section 44.2 expenditure schedules: 

 Materiality of expenditure 

 Nature of expenditure (threshold may vary by type of expenditure) 

 Timing of expenditure (potentially in between revenue requirements applications)  

130.9 Please elaborate on the relevance of each factor, specifically the nature and timing of 
expenditures in relation to a minimum CPCN or section 44.2 expenditure schedule 
threshold.  

Response: 
 
Please consider the following comments: 
 
Materiality 

 PNG is of the view that a threshold based on a value, be it relative to investment in plant or rate 
base as suggested in response to the BCUC IRs on this matter, would be the most clear and 
consistent approach to establishing a CPCN threshold.   

 As noted in the response to Question 130.3, PNG submits that a threshold in the range of $1.5 
million to $2 million may be appropriate. 

 Once established, a threshold based on a rate-base related value is anticipated to be reasonably 
consistent period-over-period and allows proper consideration to be given to projects subject to 
regulatory review. 

 
Nature of Expenditure 

 In response to BCUC IR 79.7.1 PNG identified that different CPCN thresholds may be considered 
appropriate for different types of expenditures, and observes that different major project 
thresholds have been established for other utilities under the BCUC’s jurisdiction on this basis, for 
example, separate thresholds for transmission, distribution and information technology projects.  

 
Timing of Expenditure 

 In response to BCUC IR 79.7.1 PNG identified timing of expenditure as a factor to consider in setting  
a minimum threshold for CPCN or section 44.2 expenditure schedules.  In presenting this as a 
factor, PNG was giving consideration to the occasional necessity to undertake significant 
expenditures on an immediate basis.   

 On reconsideration, PNG has assessed that timing in itself is not a relevant factor to setting a 
minimum threshold.  PNG observes that unplanned, emergency capital expenditures would 
generally be in connection with capital infrastructure previously approved under a CPCN and thus 
there would be no requirement for a new CPCN for approval of such expenditures.  The response 
to Question 116.2.2 addresses such a scenario. 
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130.9.1  Please address how the nature of an expenditure, specifically whether the 
expenditure is an extension to the existing system, is relevant to the decision 
whether to file a CPCN. 

Response: 
 
As per section 45 of the Utilities Commission Act (UCA), PNG submits that there is limited discretion as 
to whether or not a CPCN is required for expenditures.  As indicated in the responses to Questions 
116.2.2 and 130.9, PNG understands that capital expenditures for infrastructure previously approved 
under a CPCN generally would have no requirement to apply for approval of a new CPCN.  However, 
PNG understands that the BCUC has discretion, under section 45(5) of the UCA, to require application 
for approval of a separate CPCN for certain expenditures. 
 
PNG submits that where expenditures are for a capital project that is an extension to the existing 
system, it would typically require the submission of a CPCN.  PNG notes, however, that the materiality 
of such expenditures may be considered relevant, as per this series of information requests.   
 
  



 PNG-West 2020-2021 RRA 
  Response to BCUC IR No. 2 
 May 20, 2020 
 Page 120 of 123 

 
 

 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit B-2, Section 3.4.1.7, p. 174, Exhibit B-3, BCUC IR 88.2, 88.3 
Automotive Cost Allocation – Consolidated Automotive Cost Pool  

On page 174 of the Amended Application, PNG states it “… 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.” [Emphasis added] 
 
In response to BCUC IR 88.3, PNG stated:  

PNG prepared this analysis using 2019 Actual data to the end of October 
2019 and forecast costs for the months of November and December 2019 to 
come up the calendar year projection of actual costs for 2019. A more 
appropriate description would be “forecast 2019 costs.” [Emphasis added] 

And in response to BCUC IR 88.2, PNG stated:  

PNG observes that making use of 2015 Actual costs lends further supports to 
using an inflationary approach based on actual costs, and notes that the 
range of variances under this revised approach Forecast amounts ranged 
from being $64,966 lower than Actual to $67,539 greater that Actual with an 
average Forecast amount $16,071 less than Actual, much more appropriate 
than the average Forecast amount being $136,709 greater than Actual per 
the historic methodology. 

131.1 Please confirm that PNG recommends that the consolidated Automotive cost pool 
for 2020 be forecast based on 2019 forecast costs adjusted for 2 percent inflation.  

Response: 
 
Not confirmed.  The “2019 forecast costs” referred to in response to BCUC IR 88.3 were a proxy for 
2019 actual costs.  In the evaluation for the proposed allocation methodology, as 2019 actuals had not 
yet been finalized, an outlook for 2019 anticipated total automotive costs was utilized (Oct 2019 actual 
costs plus an estimate for November and December 2019 costs). 
 
As noted in the last paragraph on page 174 of the Amended Application (and in consideration of the 
response to BCUC IR 88.3 and the preceding paragraph in this response), PNG proposes to make use 
of actual 2019 automotive costs inflated by 2%.  As indicated, the Amended Application reflects an 
outlook for 2019 anticipated total costs that was embedded in the Original Application.  As the 
allocation of automotive costs impacts every single capital project, the outlook automotive cost 
amount was not updated to the true actual automotive cost amount, otherwise there would have been 
immaterial adjustments required in the Amended Application to the forecast cost for each capital 
project planned for 2020 and 2021.  On this basis, PNG observes that the Test Year 2020 provision for 
Automotive costs included in the Amended Application of $1,024,000 is $8,000 less than the amount 
for actual 2019 costs inflated by 2% of $1,032,000.  PNG does not propose to make an adjustment for 
this immaterial item, which as it stands is to the benefit of ratepayers. 
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131.1.1 If not confirmed, please explain the recommended methodology.  

Response: 
 
Please see the response to Question 131.1. 
 
 
 

131.1.2 If confirmed, please explain why PNG does not use 2019 actual costs, 
adjusted for inflation, as the basis to forecast the Automotive cost pool for 
Test Year 2020. 

Response: 
 
Please see the response to Question 131.1 
 

 
 
131.2 Please discuss how using a 5-year rolling average of the actual consolidated cost pool 

impacts the forecast methodology.   

Response: 
 
In the table that follows, the historic forecast methodology is compared to the methodology making 
use of the average of the 5 previous years’ actual Automotive costs for the forecast amount. 
 

 
 
In responding to this question, PNG has realized that the table provided in the response to BCUC IR 
88.2 may not have provided the information sought by the BCUC.  BCUC IR 88.2 had requested that 
PNG “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.”  In the table provided in response 
to BCUC IR 88.2, PNG made use of 2015 actual as the base, however, in subsequent years the inflation 
factor was applied to the prior year forecast rather than the prior year actual costs.  PNG has recast 
the BCUC IR 88.2 table applying the 2% inflation factor to the prior year actuals and presents the result 
below.  PNG notes that on an overall basis, the total and average variation are not substantively 
different, however there is greater volatility each period. 
 

Automotive - Consolidated Cost Pool

Over (Under) Budget ($)
2015 2016 2017 2018 2019 Total Average

Historic Forecast Methodology

Forecast 929,151        1,063,615    1,085,120    1,034,019    1,053,535    5,165,440    1,033,088    

Actual 862,306        884,078        829,604        980,052        995,720        4,551,760    910,352        

66,845          179,537        255,516        53,967          57,815          613,680        122,736        

5-Year Rolling Average Actual Forecast Methodology

Forecast 952,819        955,452        955,593        925,129        914,786        4,703,779    940,756        

Actual 862,306        884,078        829,604        980,052        995,720        4,551,760    910,352        

90,513          71,374          125,989        (54,923)        (80,934)        152,019        30,404          

Absolute Improvement In Forecasting  (net +/-) (23,668)        108,163        129,527        108,890        138,749        461,661        92,332          
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PNG has prepared a further table, as below, comparing the results of the 5-year rolling average 
methodology to the proposed methodology of inflating the prior year amount by 2%, however, for the 
proposed methodology, PNG has expanded the analysis to use actual 2014 as the base and applying a 
2% inflation factor to arrive at the 2015 forecast and applying a 2% inflation factor to the prior year 
actuals to establish the forecast for each subsequent year. 
 

 
 
As illustrated, the proposed inflationary approach results in an overall and average over estimation of 
costs for the period 2016 to 2019 ($113,647 and $22,729, respectively) that is lower than the 5-year 
rolling average methodology ($152,019 and $30,404, respectively).   
 
PNG submits that due to the uncertainty inherent in any forecast methodology there will be always be 
variances in actual costs from those forecast.  On this basis, PNG continues to support the use of prior 
year actual costs as the forecast base, and to apply an inflationary factor to this base in order to arrive 
at the subsequent test period forecast amount. 
 
 

 
  

Automotive - Consolidated Cost Pool

Over (Under) Budget ($)
2015 2016 2017 2018 2019

Total

(2016-2019)
Average

Historic Forecast Methodology

Forecast -                  1,063,615  1,085,120  1,034,019  1,053,535  4,236,289  1,059,072  

Actual -                  884,078     829,604     980,052     995,720     3,689,454  922,364     

-                  179,537     255,516     53,967        57,815        546,835     136,709     

Proposed Methodology

Forecast 862,306         879,552     901,760     846,196     999,653     3,627,161  906,790     

Actual 862,306         884,078     829,604     980,052     995,720     3,689,454  922,364     

-                  (4,526)        72,156        (133,856)    3,933          (62,293)      (15,573)      

Absolute Improvement In Forecasting  (net +/-) n/a 175,011     183,360     (79,889)      61,748        484,542     121,135     

Automotive - Consolidated Cost Pool

Over (Under) Budget ($)
2015 2016 2017 2018 2019 Total

Average

(2015-2019)

Proposed Forecast Methodology

Forecast 1,038,246    879,552        901,760        846,196        999,653        4,665,407    933,081        

Actual 862,306        884,078        829,604        980,052        995,720        4,551,760    910,352        

175,940        (4,526)           72,156          (133,856)      3,933            113,647        22,729          

5-Year Rolling Average Actual Forecast Methodology

Forecast 952,819        955,452        955,593        925,129        914,786        4,703,779    940,756        

Actual 862,306        884,078        829,604        980,052        995,720        4,551,760    910,352        

90,513          71,374          125,989        (54,923)        (80,934)        152,019        30,404          

Absolute Impact on Forecasting  (net +/-) 85,427          (75,900)        (53,833)        (78,933)        84,867          (38,372)        (7,674)           
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131.3 Please explain how PNG plans to assess the effectiveness of the revised process for 
allocating operating and capital forecast costs and forecasting the consolidated 
automotive cost pool.  Please discuss the planned timing and frequency of the 
assessment(s).   

Response: 
 
To support its recommendations on the Automotive cost allocation presented in the Amended 
Application, PNG has undertaken considerable analysis and evaluation of historic results and the 
implications of changes proposed.  PNG submits that this underlying analysis can be readily updated 
with future actual results and forecast amounts and provides a platform to assess the effectiveness of 
process in place, as well as a tool to model the impacts of changes that may be considered.   
 
PNG notes that the effectiveness of the allocation of Automotive costs is undertaken in the normal 
course of evaluating is financial results, where actual results are compared to approved budgetary 
amounts.  PNG will continue to undertake this ongoing analysis and to review the overall methodology 
for potential improvements in advance of the submission of future revenue requirements applications, 
which are currently filed on a biannual basis. 
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	119.10 Please provide a total cost estimate for Option A as described in the preamble, as well as any other feasible alternatives considered by PNG for this project.
	119.11 Please discuss whether the proposed design for LDS1 will allow for similar future repurposing as the design allowed for LDS2. If not, please explain.

	120.0 Reference: rate base Exhibit B-3, BCUC IR 54.4 High Voltage Alternating Current Mitigation
	120.1 Please clarify from whom PNG attempted to obtain compensation for the purposes of mitigating the induced voltage as a result of this installation.
	120.2 Please elaborate on the circumstances of the request for compensation and describe the rationale provided for denying PNG compensation for this induced current mitigation work.
	120.3 Please explain whether PNG has considered taking legal action to pursue a claim for compensation. If not, why not?

	121.0 Reference: rate base Exhibit B-3, BCUC IR 58.1 Mobile/Heavy Equipment
	121.1 Please elaborate on the likelihood of all mobile & heavy equipment purchasing taking place in 2020 and 2021 given the significant increase relative to previous years.

	122.0 Reference: rate base Exhibit B-3, BCUC IR 71.2 RIPET Project CIAC
	122.1 Please clarify whether the total costs for the Cathodic Protection, Distribution Pressure Pipeline System and High Pressure Pipeline System Improvements were accounted for in the RIPET Project CIAC recovery amount and if so, how. If not, please ...

	123.0 Reference: Rate Base Exhibit B-3, BCUC IR 53.1, 53.2; PNG-West Division 2018-2019 RRA proceeding, Exhibit B-6, BCUC IR 91.1; PNG-West 2018-2019 RRA proceeding, Order G-151-18 with reasons for decision dated August 15, 2018, Section 4.2, p. 17. G...
	123.1 Please explain whether actual costs are allocated differently from forecast costs.  If so, please discuss the methodology of allocating actual costs. If not, please clarify why the actual amount allocated does not equal the forecast allocation p...
	123.2 Please list and provide a description of all the systems the GIS project will interface with.
	123.3 Please explain if and how the DDM and CMMS systems complement the GIS project.  Please include a description of these systems, if not done so above.
	123.4 Please categorize the capital and annual costs by account number.
	123.5 Please explain why additional system improvements of $120,000 are required annually.

	124.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.1, p. 102; Exhibit B-3, BCUC IR 56.2 Information and Data Management Systems – Management of Change
	124.1 Please breakdown the costs by year, account, category (capital and annual operating costs) and division. Please describe the method of allocation to the divisions.

	125.0 Reference: Rate Base Exhibit B-2, Section 2.13.1.1.2, p. 111; Exhibit B-3, BCUC IR 62.1 Information and Data Management Systems – Synergi Gas
	125.1 Please confirm that the total costs to replace or supplement the existing modelling system with Synergi Gas (or similar) are $128,000. If not confirmed, please provide the total project costs.
	125.2 Please explain whether any costs are allocated to the PNG(NE) divisions.
	125.2.1 If yes, please provide the costs for PNG (consolidated) and costs allocated to PNG-West, PNG(NE) FSJ/DC and PNG(NE) TR divisions by year, operating and capital costs and by account number. Please also describe the allocation methodology.
	125.2.2 If not, please explain why not and breakdown the total costs by year, operating and capital costs and by account number.

	125.3 Please discuss the timeline to complete this project.
	125.4 Please list and provide a description of all the systems the Synergi Gas system will interface with.

	126.0 Reference: Rate Base Exhibit B-3, BCUC IR 57.1; PNG-West Division 2018-2019 RRA proceeding, Exhibit B-1-1, pp. 87, 94; PNG-West Division 2016-2017 RRA proceeding, Exhibit B-1-1, pp. 87, 93. Computer Hardware/Software
	126.1 Please explain why computer hardware/software costs have increased from prior Test Periods. Please discuss the key drivers.


	J. Capital Structure and Return on Capital
	127.0 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL Exhibit B-3, BCUC IR 67.4, 67.5, 67.6 Financing Costs
	127.1 Please discuss the impact on delivery rates as a result of the revised 90 day treasury bill interest rate forecast.
	127.2 Please discuss whether the recent reorganization has had, or is expected to have, any impact on the actual common equity component required to maintain an investment grade credit rating on PNG’s long-term debt.


	K. Proposed Rate Changes
	128.0 Reference: Proposed Rate Changes Exhibit B-3, BCUC IR 70.1 Bill Comparison
	128.1 Please clarify if similar bundled overall rate increases have been experienced by customers in prior Test Periods. If so, please provide the Test Year(s) and the associated amount of rate increases.


	L. Cost of Service Reporting – Actual vs Decision
	129.0 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION Exhibit B-3, BCUC IR 75.1, 75.1.1, 75.3 Account 685 – General Operations 2019 Variance
	129.1 Please clarify whether variances from the forecast cost of service related to changes in accounting treatment are typically allowed under the rate setting process and provide any recent examples.
	129.2 Please discuss if there have been any similar changes in accounting treatment since the 2018-2019 Test Period.
	129.2.1 If so, please provide any changes that may be required to the ratebase or cost of service for the Test Period, and discuss the rate impact.



	M. Other Matter to Be Addressed from Prior Year Decisions
	130.0 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-3, BCUC IR 79.2, 79.5, 79.7.1 and 79.7.2  Reporting on Significant Capital Projects
	130.1 Please recast the table above to illustrate the capital expenditures that would be captured based on a $500,000 threshold as a percentage of total capital expenditures for each year between 2015 and 2019.
	130.2 Please provide the capital expenditure reporting threshold of $250,000, $500,000, and $750,000 as a percentage of total rate base, with supporting calculations.
	130.3 Please discuss the pros and cons of using the following factors to determine the capital expenditure reporting threshold:
	130.4 If the CPCN threshold were to be established at $1,000,000, please provide all projects that would be filed as CPCNs as a percentage of total capital expenditures for 2017 to 2019.
	130.5 Please provide the CPCN threshold that would be required to represent 20 to 30 percent of the total capital expenditures for 2017 to 2019.
	130.6 Please provide the individual CPCN threshold of $1,000,000, $1,500,000, $2,000,000 and $2,500,000 as a percentage of total rate base, with supporting calculations.
	130.7 Please discuss the relevance of public interest components of a capital project in setting a CPCN threshold.
	130.8 Please discuss the pros and cons of using the following factors in determining an appropriate CPCN threshold:
	130.9 Please elaborate on the relevance of each factor, specifically the nature and timing of expenditures in relation to a minimum CPCN or section 44.2 expenditure schedule threshold.
	130.9.1  Please address how the nature of an expenditure, specifically whether the expenditure is an extension to the existing system, is relevant to the decision whether to file a CPCN.


	131.0 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-2, Section 3.4.1.7, p. 174, Exhibit B-3, BCUC IR 88.2, 88.3 Automotive Cost Allocation – Consolidated Automotive Cost Pool
	131.1 Please confirm that PNG recommends that the consolidated Automotive cost pool for 2020 be forecast based on 2019 forecast costs adjusted for 2 percent inflation.
	131.1.1 If not confirmed, please explain the recommended methodology.
	131.1.2 If confirmed, please explain why PNG does not use 2019 actual costs, adjusted for inflation, as the basis to forecast the Automotive cost pool for Test Year 2020.

	131.2 Please discuss how using a 5-year rolling average of the actual consolidated cost pool impacts the forecast methodology.
	131.3 Please explain how PNG plans to assess the effectiveness of the revised process for allocating operating and capital forecast costs and forecasting the consolidated automotive cost pool.  Please discuss the planned timing and frequency of the as...
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Background 


Pipeline Integrity Management Programs (IMPs) provide a systematic approach for assuring pipeline integrity 
throughout the entire pipeline life cycle including planning, design, construction, operation, maintenance and 
abandonment. IMPs have been a regulatory requirement in British Columbia since they were introduced in the 1999 
edition of CSA Z662 – Oil and Gas Pipeline Systems. 
 
As required by the BC Oil and Gas Commission (Commission) under Section 7 of the Pipeline Regulation (PR), every 
permit holder planning, designing, constructing, operating, maintaining or abandoning pipeline infrastructure within 
the province of British Columbia must have a fully developed and implemented IMP. To facilitate compliance 
assurance, all permit holders must act in accordance with the most current version of the CSA Z662 standard.  


 


Safety Culture 


Safety culture is the shared values, attitudes, beliefs, and behaviors that leaders and individual personnel of an 
organization holds in regards to safety and risk, which may positively and negatively influence safety and 
environmental protection outcomes (as per NARWGSC 20161).  
 
The Commission has been working closely on the North American Regulators Working Group on Safety Culture 
(NARWGSC) since 2014 to explore ways of improving safety culture. Therefore, those attributes of a safety 
culture have been incorporated within the compliance assurance process.  A positive safety culture is indicated 
when an organization embraces: 


 


 safety as a core value;  


 leadership commitment to safety;  


 positive attitude towards compliance (meeting and exceeding minimum standards);  


 employees’ engagement and ownership;  


 open and honest communication at all levels;  


 systemic consideration of risk; non-punitive reporting; and  


 learning from events.  


 


  


                                                 
1 NARWGSC, North American Regulators Working Group on Safety Culture: Safety Culture Indicators Research Project: A Regulatory Perspective, 


2016. 
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Compliance Assurance Process  


The Commission’s compliance assurance protocol is based on CSA Z662 and the guidelines outlined in Annex 
N. The terminology used within this protocol is consistent with CSA Z662 and the Oil and Gas Activities Act 
(OGAA) and subordinate regulations. Where there is a difference between definitions, the definitions in the 
OGAA and the subordinate regulations apply. The compliance assurance process for IMPs mandates that all 
pipeline permit holders regulated by the Commission are required to participate in the IMP compliance 
assurance process. The Commission can request pipeline permit holders to participate in an IMP compliance 
assurance process, in part or fully, at any time based on its risk-based selection criteria.  
 
The Commission’s compliance assurance process for pipeline IMP is standardized and documented within this 
compliance assurance protocol. The process contains three phases as illustrated in Figure 1. 


 


Phase One 


Each year a number of pipeline permit holders are selected based on the Commission’s risk-based criteria to 
participate in the compliance assurance process (Figure 1).  The Commission notifies these permit holders in the 
beginning of the calendar year to participate in the IMP compliance assurance process.  During this phase 
permit holders are required to complete and submit self-assessment of their IMP program to the Commission 
within specified timelines using the Self-Assessment Reporting Document communicated by the Commission.  
The permit holders are given approximately two months to submit the completed self-assessment reporting 
document to the Commission.   
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Figure 1  Compliance Assurance Process – Pipeline Integrity Management Program 
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Phase Two 


The second phase of the assurance process involves a one-day audit that the Commission organizes with each 
of the selected permit holders. The audit may extend over a day if identified by the Commission. The purpose of 
the audit is to evaluate compliance and to determine if a permit holder’s IMP complies with the applicable 
legislation and standards, such as CSA Z662, as well as any regulatory imposed conditions. Prior to the audit, 
the Commission will review the permit holder’s submitted self-assessment and requested documents and 
records. The audit entails confirmation of audit scope, systematic review of processes, records, documents to 
verify compliance, and generation of audit findings. The findings include compliance and good practices along 
with their supporting evidence, areas where additional information may be required, opportunities for 
improvement, and observed non-compliances.  
 
Findings for observed non-compliance are outlined and confirmed at the end of the audit.  After the Audit, the 
Commission issues the audit report that includes summary of findings relating to identified non-compliances to 
the permit holders.  
 
Compliance and non-compliance are defined below: 
 
Compliance (C) 
A particular component fulfills the requirements outlined under the compliance assurance protocol. The permit 
holder has demonstrated that its IMP program, process or procedures meet the regulatory requirements.  
 
Non-Compliance (NC) 
A particular component does not fulfill the requirements outlined under the compliance assurance protocol. The 
permit holder has not demonstrated that its IMP program, process or procedures meet the regulatory 
requirements.  
  
Depending on the criticality of the findings from the second phase of the process or independent of the annual 
IMP process, the Commission may evaluate certain elements of a permit holder’s pipeline IMP in further depth. 


  


Phase Three 


The third phase of the compliance assurance process requires permit holders to develop and implement 
corrective actions (any changes needed to programs, processes, procedures, or instructions) to address 
identified non-compliance findings and submit a corrective action plan (CAP) to the Commission.  A corrective 
action plan (CAP) must also outline a schedule for implementation. The Commission will continue to monitor and 
assess corrective actions until they are fully resolved. The Commission may arrange compliance verification 
activities to ensure that corrective actions defined within CAP have been proactively implemented. 
 
The permit holders that do not provide the required documentation/records within agreed timelines for any of the 
phases will be subject to the Commission’s compliance and enforcement actions, which can include orders or 
administrative penalties, as applicable.  
 
The Commission’s compliance assurance protocol is maintained by the Integrity Division.  For further information 
please contact integrityengineering@bcogc.ca.  



mailto:integrityengineering@bcogc.ca
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Expectations and Requirements 


The Commission’s requirements and expectations for pipeline IMPs have been developed based on CSA Z662, 
particularly Annex N, and aligned with management systems, and covers the entire life cycle of pipelines. The 
five main components are further classified into 17 sub-components: 


 
1. Planning 


 Leadership Commitment 


o General IMP 


o Policy and Leadership Commitment 


o Goals and Objectives 


o Planning 


 Risk Assessment and Management 


o Pipeline Description 


o Hazard Identification 


o Risk Analysis and Evaluation 


o Risk Reduction and Control 


o Risk Reassessment  


o Risk Reporting 


 
2. Implementing 


 Organizational Roles and Responsibilities 


 Communication Process 


 Competency and Training 


 Managing Change 


 Information Management - Record and Document Control 


 Operational Control 


Risk Management  


 Inspection, Maintenance and Monitoring  


 Evaluation of Inspection, Maintenance and Monitoring Results 


 Modification and Repair 
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3. Checking - Program Assessment and Evaluation 


 Incident Reporting, Investigation, and Learning 


 Audit  


 Performance Measurement and Analysis of Data 


4. Act - Continuous Improvement 


 Management Review  
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1.0 Planning 


1.1 General IMP 


Pipeline system planning, design (including material procurement and selection) and construction (including 
installation, testing and commissioning) along with operations and maintenance have an impact on pipeline 
integrity. Permit holders shall develop, implement and maintain an integrity management program (IMP) that 
addresses the entire life cycle of the pipelines and associated assets, that is, planning, design, construction, 
operation, maintenance, and abandonment. The permit holder shall identify and ensure conformance with up-to-
date regulatory and legal requirements, external standards and codes. 
 
IMPs shall encompass all pipelines under the permit holder’s authority that are regulated by the Commission. 
IMPs must be documented in a suitable format and outline the scope clearly. The documented IMP shall provide 
reference to other relevant programs, such as, Facility Integrity Management Program, Emergency Response 
and Health, Environment and Safety as necessary. IMP documentation must be made available to the 
Commission upon request. 
 
Where a permit holder has contracted operation of a pipeline system to a third party, the permit holder’s IMP 
must clarify whose IMP is applicable to those assets. The permit holder remains responsible for the integrity 
management of the entire pipeline system whether it self operates or has contracted operation to a third party. 


 
Regulatory References 


 CSA Z662 – Clause 3 


 Pipeline Regulation 


 


1.2 Policy and Leadership Commitment 


The permit holder shall establish, implement and maintain a documented policy to demonstrate senior leadership 
(a person or a group of people who direct and control the highest level as defined by permit holder) commitment 
to the IMP program and its continual improvement.  
 
The documented policy statement shall include the scope, commitment and overarching goals of the IMP and its 
continual improvement. The permit holder’s policy shall consider its compliance obligations and their 
implications. The policy statement shall be communicated within the organization.  
 
Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 







 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 11 


1.3 Goals, Objectives and Targets 


The permit holder’s senior management shall set goals, such as the prevention and control of incidents, to reflect 
the direction and desired outcomes of the policy. Additionally, the permit holder shall also define the objectives 
and targets for its IMP. The objectives and targets shall be measurable and must link to the high-level 
performance measures (key performance indicators).  


 
Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


1.4 Planning 


The permit holder’s management (a person or group of people, who directs or controls all or part of the 
department and has assigned responsibility and accountability for compliance with legal and other applicable 
requirements) shall ensure that:  
 


 Processes and procedures are defined to support the execution of all the key components of the 


IMP, 


 Resources (human and financial) are planned and provided to manage risk and to develop, 


implement, and continuously improve the IMP, 


 A process to identify and ensure conformance with up to date regulatory and legal requirements, 


standards and code is defined, 


 Methods for collection, integration and analysis of information related to the processes and 


mechanisms appropriate to the pipelines and operation are developed, 


 Plans, processes and procedures are integrated to ensure that data and results are shared 


(internally and externally), across relevant elements, processes, and teams as required. 


1.5 Risk Assessment and Management 


The permit holder shall apply an ongoing risk assessment process that identifies hazards and quantifies risk, and 
analyses and implements appropriate risk reduction measures/controls to prevent, manage and mitigate 
identified hazards and risks. The permit holder shall ensure that the pipeline inventory data are gathered and 
integrated to support Risk Assessment.   The permit holders must document and maintain an ongoing process 
for the identification and analysis of all possible hazards throughout the entire life cycle. The permit holder shall 
establish and implement a process for evaluating the risks associated with identified hazards (that is represented 
by probability/likelihood of occurrence of hazard and severity of resulting consequence).  The permit holder shall 
prioritize the pipelines/segments in order of risk level and be able to evaluate and implement risk reduction 
measures, where the chosen threshold of risk is exceeded.    
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1.5.1 Pipeline Description 


The permit holder shall perform initial collection, review, integration of relevant data and 


information from pipeline design, construction, operation, maintenance, patrolling, and failure 


investigation to support the risk assessment. A plan for collecting historical data shall be 


established and maintained.  


A complete description of the permit holder’s pipelines and associated assets, regulated by the 


Commission, must be developed for the IMP. The pipeline description to characterize the 


segments shall consider the inclusion of, but is not limited to: 


 
 A general description of the pipeline including its age, purpose, capacity and class 


location 


 Dimensions and material characteristics of the pipeline, the types of coating and the 


location and function of any ancillary equipment 


 An estimate of the condition of the pipeline, its coatings and any ancillary equipment 


 The operating conditions of the pipeline, including service fluids, operating pressure 


and temperature range 


 Physical surroundings along the pipeline route 


 Physical boundaries of the pipeline system 


1.5.2 Hazard Identification 


The permit holder shall have a documented and maintained process to identify and review 


potential hazards that can lead to failure or external interference incidents at each life cycle 


stage (that is planning, design, construction, operation and maintenance and abandonment).  


The hazards shall be regularly identified.  


The hazards to be taken into consideration in the IMP shall include factors in the list below, or 


other factors as suggested in ASME B31.8S Managing System Integrity of Gas Pipelines and 


CSA Z662 - Annex H: 


 Metal loss 


 Cracking 


 External interference 
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 Material, manufacturing or construction 


 Geotechnical event (for example, wash-out, freeze-thaw, earthquake, slope 


movement, soil subsidence, construction or undermining, or other) 


 Equipment failure 


 Other causes (for example, improper operations, control system malfunction, and 


overpressure) 


1.5.3 Risk Analysis and Evaluation 


 The permit holder shall choose the appropriate risk analysis method to estimate probability of 


occurrence of hazardous events and the severity of resulting consequences.  


 The permit holder shall also select the appropriate method for risk estimation and risk 


evaluation. 


 The level of acceptable risk, threshold for risk analysis refinement and risk reduction must be 


defined. 


 The permit holder shall consider how the results of risk assessment will be used for supporting 


decisions. 


 


1.5.4 Risk Reduction and Control 


The permit holder shall prioritize the pipelines/segments in order of risk level and shall 


implement an effective process for identifying and evaluating the available risk reduction 


options (CSA Z662 – Clause N.10) to prevent, manage, and mitigate risks where the chosen 


threshold of risk is exceeded.   


1.5.5 Reassessment  


Risk reassessment shall be carried out on a regular basis or on a specific timeline. Additionally risk 


reassessment shall be carried out: 


 after risk reduction options are selected to ensure the risk is reduced to an acceptable 


level; 







 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 14 


 when design and operation of the system changes; 


 when pipeline environment changes; 


 in response to incident investigation or mitigation failure; and 


 when significant risk is determined in the risk evaluation process, the permit holder shall:  


 Perform a more refined level of risk analysis in an attempt to reduce the possibility of risk 
level overestimation. Risk analysis refinement should include, but is not limited to the 
following: 


 
o Selection of a more rigorous approach for the analyses and estimates 


 
o Additional observations and analysis of the operating conditions 


 
o Inspections to provide more accurate and detailed information about the presence, 


location and severity of identified hazards or imperfections 


1.5.6 Risk Reporting 


The data, methods, assumptions, limitations, rationale used, conclusions and recommendations, 


and the personnel responsible for risk assessment shall be documented.  


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 
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2.0 Implementation 


2.1 Organizational Roles and Responsibilities 


The permit holder shall document and keep current the assignment of roles and responsibilities associated with 
the development, implementation and maintenance of the IMP. 


 The permit holder shall have an organizational structure that identifies the positions responsible for 


each and all aspects of the IMP. 


 The organizational structure shall define and communicate the roles, responsibilities and authorities 


of positions identified relevant to the IMP.  


 The permit holder shall appoint a management representative who is responsible for the overall 


IMP development, implementation, and maintenance.   


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


2.2 Communication Process 


A permit holder shall establish and implement an effective process for internal and external communication to 
coordinate information essential to the IMP. The permit holder shall promote cross-functional and 
interdepartmental communication for decision, analysis and reviews. The communication process should 
consider what, when, who and whom to communicate. The permit holder’s communication can include public 
awareness programs, communication with external and internal stakeholders, emergency response plans and 
reporting on performance of the IMP. Permit holders shall evaluate the effectiveness of their communication 
process. 
 
Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


2.3 Competency and Training 


The permit holder shall assess and document the training and competency requirements for its employees to 
ensure appropriate knowledge and skills for performing the IMP activities for which they are responsible. 
Training schedules and frequency must be maintained. The permit holder shall establish, implement and 
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evaluate a process for verifying that employees of the permit holder are competent to perform their duties in a 
safe manner. Methods for collection and maintenance of training records must be clearly documented. 
 
The permit holder shall have a process in place to evaluate and select contractors on the basis of ability and 
qualifications to perform specified duties. The evaluation process should include review of safety and 
environmental policies, procedures, past performance, ability and qualification check through audits, work-site 
inspections, and observations of performance as appropriate. 
 
The permit holder shall also have a process in place to ensure that the performance requirements and 
expectations are defined and communicated to the contractor.  
 
The permit holder shall have a process in place to monitor and assess the contractor’s performance, provide 
feedback and ensure that identified deficiencies are resolved. 
 


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


 


2.4 Managing Change 


The permit holder shall develop and implement a systemic process to ensure that prior to implementation, 
changes that may impact the integrity to the pipeline system at any life cycle phase are evaluated, controlled and 
documented for their potential risk impacts. This shall include the changes that are initiated and controlled by the 
operating company and also those that are not initiated and controlled by the permit holders. Changes resulting 
from actions for mitigation of risk or to correct nonconformance shall be appropriately evaluated and documented 
by the permit holder. 
 
The changes that are initiated and controlled by the permit holder may relate to: 


 


 Piping and control system 


 System operating status 


 Operating conditions 


 Service fluid characteristics 


 Records related to pipeline system integrity management 


 Ownership of the pipeline system 


 Organization and personnel 


 Methods, practices and procedures 
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Changes that are initiated and controlled by external stakeholders may include 
 


 Technical standards and regulation 


 Environmental factors, such as, flood, fire, ground movement, if changes to the pipeline must be 


made to account for these factors  


 Adjacent land use and development 


 Legal requirements related to IMP  


Not all changes are managed using the same procedure/process and therefore do not necessarily reside in the 
IMP. Appropriate processes, such as Management of Change (MOC), shall be developed and implemented and 
the scope of the MOC process shall be clearly defined. The primary focus of MOC shall be to manage risks 
related to proposed changes. 


 
The MOC process shall address and document: 


 Identification process for anticipated and actual changes 


 Reasons for change 


 Responsibilities and authorities for approving and implementing changes 


 Analysis of implications of the changes 


 Impact and risk of the changes 


 Communication method and associated records and documents 


 Timing of changes (approval and implementation) 


 Close out 


 
Programs or processes used by the permit holder outside of IMP shall be appropriately referenced. For a change 
to be “replacement in kind” it should meet the original technical specifications of the pipeline or equipment. 
 
Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


2.5 Information Management - Document and Record 


Control  


The permit holder shall establish and implement information and knowledge management process related to its 
IMP. The permit holder shall prepare and manage documents and records related to pipeline design, 
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construction, commissioning, operation, maintenance and abandonment that are needed for performing the 
activities included in the IMP. 


2.5.2 Document Control 


The permit holder shall document and implement a process for the identification, collection, control, 
review, revision, distribution, and approval of documents within its IMP.  This process must include 
the responsibilities associated with document control and the location, for both electronic and 
paper-based copy, of all identified documents.  The permit holder must also ensure that its 
documents within its IMP are legible and retrievable.  


2.5.2 Record Control 


The permit holder shall establish, implement and maintain a records management program 
encompassing the creation, security, updating, retention, retrieval and deletion of all information 
and records necessary for the implementation of IMP. It must apply to electronic and paper-based 
records. Permit holders are required to maintain all records as required within Annex N and within 
the broader context of CSA Z662.   


 


The procedure shall consider: 
 


 Responsibilities and procedures for the creation, updating, retention and deletion of 


records; 


 Retrieval of records related to a particular pipeline location or segment; 


 Evidence of past activities, events, changes, analyses and decisions; and 


 Index describing the types, forms and locations of records. 


 
Where records are incomplete due to asset transfers or other reasons, the permit holder should 
acknowledge this in their self-assessment and provide information on how the IMP manages in the 
absence of these records as well as what reasonable actions are taken to  recover, reproduce or 
revalidate the needed records. Retention period of records must be developed and implemented in 
accordance with operational, legal, and regulatory requirements. 
 
As a minimum, the following items shall be included: 


 
Design, Construction and Commissioning 


 Survey and route, including location of the pipeline system with respect to crossings, 


land use and structures 
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 Class locations 


 Design basis and calculation of the pipeline system or segments of the pipeline 


system, including limits on pressure, temperature, loading, and other operating 


conditions 


 Design changes and approvals 


 Material specifications and certification for the pipe, components, bolting and coating 


materials (material test reports) 


 Inspection and test certifications and reports (joining and inspection records, coating 


and inspection records, inspection of terrain, soil type, backfill material, and depth of 


cover) 


 Pressure test records and summary 


 Permit to operate 


 Changes, events and nonconformance during design, construction and 


commissioning 


 
Operational and maintenance details 


 Historical IMP plans 


 Changes  (operating conditions, procedures, maps, drawings, plans) 


 Cathodic protection system design and performance 


 Inspection, testing and monitoring records (pigging, internal corrosion control record, 


device control, ILIs, leak detection, P/L surveillance, geotechnical and post-seismic 


inspection) 


 Emergency response 


 Evaluation of testing and inspection 


 Repair and modification 


 Incidents and failure records and investigation 


 
Abandonment 


 Records of deactivation  


 Records of maintenance of deactivated pipelines 


 Records of abandonment 


 Records of disposal of records for abandoned pipelines 
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IMP records 


 Management review 


 Training and competency records, 


 Approved suppliers and contractors 


 Nonconformance reports 


 Internal and external audits 


 IMP performance analysis 


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


2.6 Operational Control 


The permit holder shall establish controls to ensure integrity is not compromised during design, construction, 
commissioning, operation and abandonment phases.  
 
The permit holder shall establish and maintain procedures for quality control for materials and construction; 
manufacturing and construction inspections; and operational and maintenance activities of its pipeline system for 
normal operations.  Operational conditions must be monitored to detect and assess any changes (such as 
pressure cycles, overpressure, and over temperature).  
 
Permit holders shall also develop and implement procedures to record and identify deviations and upset 
operating conditions and to determine any immediate or long term implications. The permit holder must also 
develop and implement contingency plans for such situations. 
 
The permit holder shall establish controls to prevent, manage and mitigate risks and develop plans and 
schedules for pipeline IMP-related activities which must align with risk assessment results.  The method and 
rationale for prioritization of IMP-related activities must be documented. The planning of integrity management 
activities shall be reviewed and tracked to 1) verify proper completion as per methods and procedures, 2) verify 
changes in planned activities are reviewed and approved, 3) identify incomplete work and unresolved issues, 4) 
develop recommendations and plans for future work, and 5) verify that the relevant records were created and 
revised. 


 
Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 
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2.7 Inspection, Maintenance, and Monitoring  


The permit holder shall establish and implement the methods and procedures of inspections, maintenance and 
monitoring (IMM) in accordance with clauses 9 and 10, and as appropriate clause 12.  
 
Planning, scheduling, and frequency of IMM activities should consider parameters such as risk assessment 
results, effectiveness of inspection method and technology, previous integrity reviews, incident history, and 
current condition. The permit holder shall document schedules and ensure that the planned activities are carried 
out using relevant methods and procedures, and that incomplete work and issues are resolved. The Permit 
Holder’s records must provide details of actual IMM activities that have been performed versus planned, and 
future IMM activities schedules are planned accordingly.  
 
The permit holder shall ensure that results of the IMM activities are integrated to its risk assessment and overall 
continual improvement process.  
 
Consideration shall be given to: 


 Cathodic protection (CP) systems; 


 Internal corrosion monitoring systems and devices based on susceptibility to internal corrosion; 


 Leak detection methods and devices; 


 Shutdown devices and systems; 


 Pressure-control, pressure-limiting and pressure-relieving systems; 


 Size, location and operational position of pipeline system valves; 


 Pipeline system patrolling; 


 Inspection for geotechnical issues where applicable; 


 Inspection for seismic impacts where applicable; 


 Inspection of exposed piping for corrosion and other types of imperfections; 


 Indirect methods (ILIs to detect internal and external corrosion, dents , cracks, and close interval 


surveys for CP performance); and 


 Direct assessments. 


 
Records of IMM activities must be maintained. 


 
Regulatory References 


 CSA Z662 - Clauses 3, 9, 10, 12 


 Pipeline Regulation 
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2.8 Evaluation of Inspection, Maintenance, and Monitoring 


Results 


When the IMM activities results indicate the presence of conditions or imperfections that might lead to failure, the 
permit holder shall:  


 Conduct an engineering assessment as per Clause 10.3.2.1, or 


 Take corrective actions as per Clause 10.3.2.3. 


 


The permit holder shall use detailed visual inspection, mechanical measurement, and non-destructive inspection 
(as appropriate) as per CSA Z662 Clause 10.10 of CSA Z662. 
 
The permit holder shall document and implement a process for conducting engineering assessments which 
appropriately and effectively supports decisions for the evaluation of conditions and imperfections, and for the 
initiation of mitigations and repair. 
 
Regulatory References 


 CSA Z662 - Clauses 3, 10, N-13 


 Pipeline Regulation 


2.9 Modification and Repair 


The permit holder shall document and maintain procedures to modify or repair conditions or imperfections that 
could cause failure or damage with significant consequences.  Records for mitigation and repair must be 
maintained. 


 


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 
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3.0 Checking  


Program Assessment and 


Evaluation 


3.1 Incident Reporting, Investigation and Learning  


The permit holder shall document and implement its process to report, collect, investigate and trend any internal 
hazards, potential hazards, incidents or near misses, and incidents affecting or having the potential to affect the 
integrity of the pipelines. The process shall also include communication of any findings, actions and follow up on 
recommendations.  The permit holder shall establish, implement and maintain a process for incorporating 
lessons learned from incidents and near-misses within the organization and from across industry where 
warranted, into standards, procedures, and processes to mitigate systemic development of similar 
circumstances and to improve the effectiveness of the IMP.   Records of investigations shall be maintained and 
communicated as necessary. 
 
In addition, any mitigation/repair corrections resulting from near misses and incidents that are applied locally 
shall be reviewed for applicability to a broader scope (either geographically or by pipeline type).    


 
 Failure incidents shall be addressed in accordance with the requirements specified as per the latest 


edition of CSA Z662 (Annex H). 


Regulatory References 


 CSA Z662 - Clause 3, Annex H 


 Pipeline Regulation 


3.2 Audit 


The permit holder shall develop and implement a process for auditing to determine conformity with the standard 
and prescribed requirements under the IMP.  A permit holder’s process must define the responsibilities, scope, 
objectives, frequency, and schedule for audits.  The process shall also ensure auditor competency and 
independence.  An audit may be performed by external professionals or internal personnel not directly involved 
in the IMP or the operations being audited. The process for completing corrective and preventive actions for non-
conformances identified through audits and communication of lessons learnt shall be outlined. 
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Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


3.3 Performance Measurement and Analysis of Data 


The permit holder’s management shall develop key performance indicators (KPIs) for implementing its goals and 
objectives and for evaluating the performance of its integrity management program.  The permit holder may 
follow the guiding principles outlined in API RP7542 for developing leading and lagging performance metrics 
(KPIs).  
 
The permit holder shall establish and maintain a process for identification collection and analysis of data 
generated from operations, maintenance, integrity management, audits, and management review.   The permit 
holder shall periodically review, evaluate, and trend KPIs to measure and analyze performance of pipeline IMP.  
The permit holder shall take corrective actions when adverse trends are identified and shall update KPIs as 
required. 
 
The performance review through KPIs should also link to the management review process.  
 


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 


 


  


                                                 
2 API Recommended Practice 754 
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4.0  Act - Management Review  
 
The permit holder shall establish and implement a regular management review process to determine the adequacy, 
implementation and effectiveness of its integrity management program.  The management shall, periodically review 
the performance of the integrity management program to evaluate where the goals and objectives have been met, 
where Management is a person or group of people who directs or controls all or part of the pipelines and has 
assigned responsibility and accountability for compliance with legal and other applicable requirements. The 
management review process must define the inputs, review methods, and responsibilities.  Focus shall be on 
evaluating, adequacy and effectiveness of the IMP to meet its stated goals and targets (through review of 
performance indicators), implementation of the IMP, compliance to company and regulatory requirements, and 
identification of corrective actions for continual improvement. 


 


For inputs, consideration shall be given to the following:  


 Goals and objectives 


 Effects of changes in the operating company, pipelines, and/or external factors 


 Results of the risk management process 


 Findings, status, and trends of corrective actions identified during internal and external audits 


 Status and trends of integrity performance indicators related to the frequency and consequences of 


external interference incidents and failure incidents, and the completion of integrity-related work 


 Status and trends of integrity-related issues and recommendations identified during previous review and 


evaluations, operation, maintenance, or integrity-related work 


 Root causes of recent failure incidents 


 Successes and problems experienced in detecting and preventing potential failure incidents 


 
Outputs from the management review shall consider the following: 


 Summary of assessment of the effectiveness of IMP and risk management process 


 Decisions and actions 


 Changes to required resources, and 


 Improvements to processes and procedures to meet the requirements 


 
Senior leadership (a person or a group of people who direct and control the highest level as defined by permit 


holder) shall at least annually review and approve the output of management reviews, which shall be 


documented.  







 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 26 


Regulatory References 


 CSA Z662 - Clause 3 


 Pipeline Regulation 
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Introduction 


Permit holders of oil and gas facilities under the British Columbia Oil and Gas Commission’s (Commission) 


jurisdiction are required to have a management system based asset-integrity protection program for anticipating, 


preventing and mitigating hazards and risks of and around their permitted facilities not to affect safety and 


environment adversely.  An Integrity Management Program (IMP) – a preventive documented framework, 


consisting of a systematic, comprehensive, and proactive set of interrelated processes, enables effective 


management of asset integrity associated with activities throughout the life cycle of the asset, including design, 


procurement, construction, operation, maintenance and abandonment activities. 


Permit holders’ integrity management program for facilities (IMPF) must include policies, processes and 


procedures to: 


 Set relevant company policies and performance objectives, 


 Proactively identify  hazards associated with process, various types of equipment and components 


of the facility, controls, and humans, and evaluate risks to people, environment, and the asset, 


 Manage the asset risk, through identification and  implementation of  risk mitigation measures, 


including conducting inspection, maintenance, and  monitoring activities, Establish clear 


responsibilities and accountabilities, 


 Have trained and competent personnel, and, 


 Manage documentation, reporting, evaluation and continual improvement. 


 


The purpose of this protocol is to provide guidance to facility owners and operators outlining the Commission’s 


requirements and expectations with regards to developing, implementing and maintaining an integrity 


management program for facilities (IMPF). This will: 


 


 Ensure safe, environmentally responsible, and reliable operation, and, 


 Manage the risks over the entire lifecycle, i.e., planning, design, construction, operation, 


maintenance, and decommissioning stages.  


 


The requirements and expectations within this compliance assurance protocol apply to all types of facility assets 


owned and operated by the permit holder within the jurisdiction of Commission, such as, well pads, gas plants, 


compressor stations, pumping stations, disposal stations, batteries, and LNG plants. Figure 1 is a non-exhaustive 


list of facilities regulated by the Commission and covered under this IMPF protocol. The protocol makes provision 
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for inclusion of facilities, such as, manufacturing plants or petroleum refineries, once the Commission has a 


regulation in place for these types of facilities.  


The IMPF requirements also apply to all third-party operated facility assets licensed to a permit holder. 


 


Figure 1:  Types of Facilities Covered by the IMPF 
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Regulatory Standards and References  


The regulatory requirements for IMPF are based on the following Acts, Regulations, and Standards. 


 


 Part 1 of the BC Oil and Gas Activities Act (OGAA)1 defines “Pipeline” as piping through which 


petroleum, natural gas, or produced water, etc. is conveyed and includes installations and facilities 


associated with the piping.  Section 7 (c) of BC Pipeline Regulation (PR) 2 requires a pipeline to be 


operated in accordance with a pipeline integrity management program.  


 Section 3 of PR states that a pipeline permit holder must design, construct, operate or maintain a 


pumping station, compressor station, or an oil storage tank associated with a pipeline in accordance 


with CSA Z6623. 


 The  Drilling & Production Regulation (DPR)4  states:  


o In section 78.1, that a facility permit holder must prepare and maintain an integrity management 
program and carry out operations in accordance with the integrity management program 
throughout the life cycle of the facility. (Effective June 15, 2018). 


o In section 78, that a facility permit holder must operate and maintain the facility piping system in 
accordance with CSA Z662, if it is designed and constructed in accordance with that standard.   


o In section 50, that a permit holder must take every reasonable precaution to prevent loss or 
waste of oil, gas or water in drilling, producing and processing operations, and, in storing, piping 
or distributing, oil or gas must not be used wastefully or allowed to leak or escape from natural 
reservoirs, wells, tanks, containers or pipes. 


 


 Oil and Gas Pipeline Systems standard, CSA Z662 Clauses that outline IMPF are defined below:  


o Clause 2.2 of CSA Z662-15 defines ‘Pipeline System’ as  ‘pipelines, stations, and other facilities 
required for the measurements, processing, storage, gathering, transportation, and distribution 
of oil & gas  industry fluids’.  


o Clause 3.2 of CSA Z662-15 on ‘Pipeline System Integrity Management Program’ states that 
operational controls required by Clause 3.1.2 (f) (v) shall be in the form of an integrity 
management program. 


o As per the Clause 9.1.5 of CSA Z662-15, operating companies shall inspect piping exposed to 
the atmosphere at the intervals as per their operating and maintenance (O&M) manuals. If there 
is vibrating service present, inspection of welds for cracks, particularly at points of restraints 
where piping is attached to equipment and near anchors, shall be carried out as per their O&M 
manuals. 


                                                 
1 BC Oil and Gas Activities Act (OGAA), 2015. 
2 BC Pipeline Regulation (PR), 2014. 


3 CSA Z662, Oil & Gas Pipeline Systems, 2015. 
4 Amendments to the BC Drilling & Production Regulation (DPR), 2015. 
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o Clause 10.5 of CSA Z662-15 states that operating companies shall operate and maintain their 
pipeline systems (that include associated facilities as per the CSA Z662 definition of ‘pipeline 
system’) in accordance with documented procedures that meet requirements of Clause 
10.5.1.2.  


o Clause 10.9 of CSA Z662-15 stipulates operational  and maintenance requirements for 
compressor and pump stations, above ground tanks and pressure vessels, underground 
storage, pipe-type storage vessels, pressure control, pressure-limiting and pressure relieving 
systems, valves, and vaults. The clause also makes reference to various standards, such as, 
API 5105, API RP 5726, API RP 5767, API 6538, API 26109 and CSA B5110 for relevant 
guidance. 


o Clauses 10.9.2.1, 10.9.3.1, 10.9.3.2 and 10.9.6.2 of CSA Z662-15, operating companies are 
required to carry out scheduled inspections, as a minimum, for the following type of facilities: 
above ground steel tanks, underground storage tank, underground pipe for the storage, and 
pipeline valves. 


o Secondary containment for above ground tanks shall be inspected periodically and maintained 
in accordance with Clause 10.9.2.5 of CSA Z662. 


 


 The Commission’s Liquefied Natural Gas Facility Regulation (LNGFR) requirements are defined 


below: 


o Section 8 and Section 22 of LNGFR11  requires an LNG facility permit holder to develop and 
implement an Integrity Management Program, in accordance with CSA Z276-1512,   


o Subsection 3(1)(d) of the LNGFR requires the permit holder to establish facility hazards through 
hazard identification study as well as carry out a process hazard analysis and a safety integrity 
study prior to construction of the facility. 


 


 The IMPF requirements for LNG facilities based on CSA Standard Z276 are outlined below: 


o Clause 13.2 of CSA Z276 states that each operating company of an LNG facility shall have 
documented operation and maintenance procedures and a training program based on 
experience, its knowledge of its LNG plants, and the conditions under which the procedures will 
be used. Clauses 13.2 to 13.6 of the standard contains requirements, including minimum 
standards, for the safe operation and maintenance of LNG plants and for personnel training, 


o Clause 13.4.1.2 of CSA Z276 states that operating companies shall carry out periodic 
inspections or tests, or both as required, with generally accepted engineering practices and as 


                                                 
5 API 510, Pressure Vessel Inspection Code: In-service Inspection, Rating, Repair and Alteration, 2014. 
6 API RP 572, Inspection of Pressure Vessels, 2009. 
7 API RP 576, Inspection of Pressure-relieving Devices, 2009. 


8 API 653, Tank Inspection, Repair, Alteration, and Reconstruction, 2014. 
9 API 2610, Design, Construction, Operation, Maintenance & Inspection of Terminal and Tank Facilities, 2010. 
10 CSA B51, Boiler, Pressure Vessel, and Pressure Piping Code, 2014. 
11 BC LNG Facility Regulation (LNGFR), 2014. 
12 CSA Z276, Liquefied Natural Gas (LNG) – Production, storage, and handling, 2015. 
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often as is necessary to ensure that each component is in good operating condition. Clause 
13.4.1.1 states inspection findings shall be documented and suitable mitigation shall be 
implemented for any abnormal conditions, and, 


o Clause 13.4.6.2 (e) and (f)  of the CSA Z276 states that operating companies shall carry out 
periodic inspections and testing of the LNG storage tank system, including foundation, for 
ensuring structural integrity and safety of LNG storage tank system. 


 
If a permitted facility, such as a gas processing plant, is designed and constructed in accordance with ASME 
B31.313, the Commission expects the permit holder to operate the facility with documented operating 
procedures, and to ensure that the facility is maintained in a condition that minimizes hazards. The Commission 
expects that this will involve an Integrity Management Program. 


Flexibility and Scalability 


All aspects of the IMPF are intended to be scalable for facility operators of varying size and scope. In cases 
where a permit holder is already operating under its own IMPF procedures, the permit holder shall ensure that 
the existing program/system meets all of the requirements outlined in this protocol. The IMPF is intended to be 
applied with flexibility to account for the existing internal programs and processes that already cover issues 
relating to the IMPF. This protocol serves as a basis of comparison and review between the Commission’s 
protocol and the permit holder’s programs/systems. 


Terminology 


The terminology used within this protocol is consistent with CSA Z662-15, CSA Z276-15, as well as other 
referenced standards and recommended practices, including the Oil and Gas Activities Act (OGAA) and 
subordinate regulations. Where there is a difference between terminologies, the definitions in OGAA and the 
subordinate regulations apply. 
 
Within this protocol, the imperative terms “shall” and “must” have been used to refer to expectations 
/requirements that are mandatory. The permit holder must indicate how they meet mandatory regulatory 
requirements and the relevant CSA, ASME, API and other standards. The non-imperative term “should” implies 
that described requirements are non-mandatory. Permit holders may describe how they address such non-
mandatory requirements within their IMPF, but there is no mandatory requirement to do so.  


  


                                                 
13 ASME B31.3 Process Piping, 2014 
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Safety Culture 


Safety culture is the shared values, attitudes, beliefs, and behaviors that leaders and individual personnel of an 
organization holds in regards to safety and risk, which may positively and negatively influence safety and 


environmental protection outcomes (as per NARWGSC 201614).  


 
The Commission has been working closely on the North American Regulators Working Group on Safety Culture 
(NARWGSC) since 2014 to explore ways of improving safety culture. Therefore, those attributes of a safety 
culture have been incorporated within the compliance assurance process.  A positive safety culture is indicated 
when an organization embraces: 


 


 safety as a core value;  


 leadership commitment to safety;  


 positive attitude towards compliance (meeting and exceeding minimum standards);  


 employees’ engagement and ownership;  


 open and honest communication at all levels;  


 systemic consideration of risk; non-punitive reporting; and  


 learning from events.  


Compliance Assurance Process 


This protocol outlines the Commission’s expectations and requirements for IMPF and standardizes the 
Commission’s expectations for developing, documenting and implementing an IMPF.  This protocol is based on 
the framework for an IMP outlined in the CSA Z662-15, as well as the contents presented in CEPA’s 
Recommended Practice15 for an IMPF and other references 16 17 18 19 20 21. This IMPF protocol mandates that all 
facility permit holders regulated by the Commission are required to participate in the IMPF compliance 
assurance process.  


 
The Commission can request permit holders to participate in an IMPF compliance assurance process, in part or 
fully, at any time based on its risk-based selection criteria.  


                                                 
14 NARWGSC, North American Regulators Working Group on Safety Culture: Safety Culture Indicators Research Project: A Regulatory Perspective, 


2016. 
15 CEPA – Facilities Integrity Management Program, Recommended Practice, 1st Edition, 2013. 
16 Pipeline Performance Measures reporting for NEB regulated Companies, 2013. 
17 Guidelines for Mechanical Integrity Systems, Centre for Chemical Process safety of AIChE, 2006. 
18 AB – 512 – Owner-User Pressure Equipment Integrity Management Requirements, 2013. 
19 CAPP Safety Guide for Small, Portable Oil & Gas Production Facilities, 2014. 
20 National Energy Board (NEB) Management System and Protection Program Audit Protocol, 2013. 
21 CSA Z767 Process Safety Management, 2017. 
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The compliance assurance process involves three phases illustrated in Figure 2. 


 


 


Figure 2: Compliance Assurance Process – Phases 
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Phase One 


Each year a number of permit holders are selected based on the Commission’s risk-based criteria. The 
Commission notifies the selected permit holders at the beginning of the calendar year of their selection and 
requirement to participate in the IMPF compliance assurance process.  During this phase, the permit holders are 
required to complete and submit a self-assessment of their IMPF to the Commission within a specified time 
using the Self-Assessment Reporting Document communicated by the Commission. The permit holders are 
given approximately two months to submit the completed self-assessment reporting document to the 
Commission. 


Phase Two 


The second phase of the assurance process involves a one-day audit that the Commission organizes with each 


of the selected permit holders.  The audit may extend over a day if identified by the Commission. Prior to the 


audit, the Commission will review the permit holder’s submitted self-assessment and requested documents and 


records.   During this audit, the Commission confirms the audit scope, carries out systematic review of 


processes, records, and documents to evaluate compliance and to determine if a permit holder’s IMPF complies 


with the applicable legislation and standards, as well as any regulatory imposed conditions, and identifies audit 


findings.  


The findings include compliance and good practices (along with their supporting evidence), areas where 


additional information may be required, opportunities for improvement, and observed non-compliances.  


Findings of observed non-compliance are outlined and confirmed at the end of the audit.  After the audit, the 


Commission will issue the summary of findings identified as non-compliances to the permit holders. 


 


Compliance and non-compliance are defined below: 
 
Compliance (C) A particular component fulfills the requirements outlined under the compliance assurance 
protocol. The permit holder has demonstrated that its IMPF program, processes, or procedures meet the 
regulatory requirements.  


Non-Compliance (NC) A particular component does not fulfill the requirements outlined under the compliance 


assurance protocol. The permit holder has not demonstrated that its IMPF program, processes, or procedures 


meet the regulatory requirements.  


Depending on the criticality of any findings from Phase Two or independent of the annual IMPF process, the 


Commission may evaluate certain elements of a permit holder’s IMPF in further depth. 
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Phase Three 


The third phase of the compliance assurance process requires permit holders to develop and implement 


corrective actions (any changes needed to programs, processes, procedures, or instructions) to address 


identified non-compliance findings and submit a Corrective Action Plan (CAP) to the Commission.  A CAP must 


also outline a schedule for implementation. The Commission will continue to monitor and assess corrective 


actions until they are fully resolved. The Commission may arrange compliance verification activities to ensure 


that corrective actions defined within the CAP have been implemented. 


The permit holders that do not provide the required documentation/records within agreed timelines for any of the 


phases will be subject to the Commission’s compliance and enforcement actions, which can include orders or 


administrative penalties, as applicable.  


The Commission’s compliance assurance protocol is maintained by the Integrity Group.  For further information 


please contact integrityengineering@bcogc.ca. 


Framework 


The Commission’s compliance assurance process for IMPF aligns with the management systems approach and 


applies to the entire life cycle of facilities, as illustrated in Figure 3. The relation between the various life cycle 


phases and the impacts of various activities on integrity need to be identified. All hazards (including potential 


hazards) to the integrity of the facilities shall be identified. Risks shall be determined and controlled (through 


prevention and mitigation strategies) throughout the life-cycle phases of the facilities and risk shall be reviewed 


at handover from each phase through the integrity life cycle.  


Program and other evaluations may be conducted at different corporate levels, at a system level to gauge one 


facility’s performance against other facilities within the organization, or for selected facility assets with similar 


characteristics. Effective program evaluations shall include all aspects of a Permit holder’s IMPF. 


Expectations and Requirements 


The Commission’s requirements and expectations for IMPF, based on a management system approach, are 


classified into 16 components: 


 


Planning 
Leadership Commitment  


 Scope 


 Policy and Commitment 



mailto:integrityengineering@bcogc.ca
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 Goals and Objectives 


 Planning 


Risk Assessment and Management 


 Process Knowledge and Information 


 Hazard Identification 


 Risk Assessment 


 Risk Tolerance 


 Risk Reduction and Management 


 Risk Assessment Review and Update 


Implementing 


 Organizational Structure, Roles and Responsibilities 


 Communication Process 


 Training and Competency 


 Managing Change 


 Information Management - Documents and Records Control 


Risk Management 


 Operational Controls  


 Inspection, Monitoring and Maintenance 


 Evaluation and Fitness-for-Service Assessment 


 Modification and Repair 


Checking  
Program Assessment and Evaluation 


 Incident/Near-miss Investigation and Learning 


 Audit  


 Performance Measurement and Analysis of Data 


Act 
Continuous Improvement 


  Management Review 
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Figure 3:  Integrity management program for Facilities with Management Systems Approach 


 


 


IMPF requirements and expectations related to risk management are graphically presented in Figure 4. 


  


Plan Design
Material
Purchase


Construct Operate
Operational /
Asset Changes


Deactivate /
Reactivate


Decommission / 
Abandon


2.1 Process 
Knowledge and 


Information


2.6 Risk Assessment 
review & update 


Planning


1. Leadership Commitment


2. Risk Assessment & 
Management


3. Organizational Structure,    
Roles, and Responsibilities


4. Communication Process
5. Training and Competency
6. Information Management                      


Documents and Records 
Control


7. Managing Changes
8. Operational Controls


Risk Management
9. Inspection Monitoring &     


Maintenance 
10. Evaluation and Fitness-for-


Service Assessment


11. Modification and Repair


15. Management 
Review


Risk 
Assessment & 
Management


Act


Checking


2.5 Risk Reduction & 
Management


2.2 Hazard Identification


Implementing


2.3 Risk Assessment


2.4 Risk Tolerance


Program Assessment & 
Improvement
12. Incident/ Near-Miss Investigation 


and Learning


13. Performance Measurement 
& Analysis of data


14. Audit 







Compliance Assurance Protocol Integrity Management Program for Facilities  


 


 


 


 


BC Oil and Gas Commission   Version 1.1  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 16 


Figure 4: IMPF Requirements and Expectations with Risk Management 
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1.0 Leadership Commitment 


1.1 General IMPF 


The permit holder shall document, establish and maintain the IMPF, as an overarching document, and ensure 


the effectiveness of the IMPF. The IMPF shall encompass all types of facility assets owned and operated by the 


permit holder within the jurisdiction of the Commission.  The permit holder shall clearly identify the facilities / 


equipment, and the processes managed under the IMPF, such as, facility piping; fixed, rotating and hydraulic 


equipment; aboveground and belowground storage tanks; instrumentation (measurement) and control; fire and 


safety; and structural and mechanical. Any facilities and equipment covered by other programs or documentation 


within the scope of the IMPF shall be appropriately referenced. Any existing reliability programs and prescribed 


equipment management programs can be referenced by the IMPF, and may continue to exist with the 


appropriate linkages to IMPF processes, such as, programs for pressure vessels, electrical controls and 


elevating devices. 


The Permit holder can refer to CEPA’s FIMP22 and CSA Z76723 Cl. 7.3.1 for facility and equipment description.   


The permit holder’s IMPF shall also include the following plans and programs with appropriate references: 


 


 sand/erosion management, 


 fugitive emissions management related to flanges and other sources in accordance with 


DPR section 41(5), 


 security management in accordance with CSA Z662 Cl. 3, and 


 emergency response in accordance with the Commission’s Emergency Management 


Regulation. 


 


The permit holder’s IMPF document shall clearly specify if it applies to third-party operated facility assets. The 


permit holder must ensure that third parties are fulfilling contractual agreement requirements with respect to 


facility integrity. 


  


                                                 
22 CEPA-FIMP, Facility Integrity Management Program, Recommended Practice, 1st Edition, 2013. 
23 CSA Z767, Process Safety Standard, 2017. 
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1.2 Policy and Leadership Commitment 


The permit holder’s senior leadership shall articulate policy and leadership commitment to its IMPF. The permit 


holder shall establish and maintain leadership commitment to its integrity management systems for facilities, 


overall goals and objectives, providing resources, fostering risk management processes, and implementing and 


continually improving the integrity management program, through a positive safety culture. 


Senior leadership (a person or a group of people who direct and control the highest level as defined by permit 


holder), shall sign and communicate policy and commitment within the organization to ensure safety and 


integrity. 


1.3 Goals, Objectives and Targets 


The permit holder’s senior leadership shall establish goals and objectives for its IMPF. The objectives shall be 


consistent with the overall safety policies and objectives (corporate direction). The objectives and targets shall 


be measurable and must link to the high level performance measures (key performance indicators). 


1.4 Planning 


The permit holder’s management (a person or group of people who directs or controls all or part of the facility 


and has assigned responsibility and accountability for compliance with legal and other applicable requirements) 


shall ensure that:  


 Processes and procedures are defined to support the execution of all the key components 


of the IMPF, 


 The methods for collection, integration and analysis of information related to the processes 


and mechanisms appropriate to the type of facility and operation shall be considered and 


be consistent with Figure 3,  


 A process is defined to identify and ensure conformance with up-to-date regulatory and 


legal requirements, external standards and codes,  


 Plans, processes and procedures are integrated to ensure that data and results are shared 


(internally and externally), across relevant elements, processes, and teams as required, 


and, 


Resources (personnel and technological requirements) are planned and provided to manage risk and to develop, 


implement, and continually improve the IMPF.   
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2.0 Risk Assessment and 


Management 
The permit holder must ensure that the facility inventory data are gathered and integrated to support the Risk 


Assessment. The Permit holder shall develop a documented process to identify hazards associated with their 


processes and to evaluate risk of those processes – to make certain that risks to employees, the public, and the 


environment are consistently controlled within the permit holder’s risk tolerance. The levels of risk broadly 


tolerable or as low as reasonably practicable (ALARP) shall be defined and documented. The risks shall be 


reassessed on a periodic basis, whenever there is a change to facility operation or operating environment that is 


different from previous risk assessment situations.  


The permit holder must apply risk assessment at the early stages of facility development to foster an inherently 


safer design at lower cost and lower risk.  


Detailed risk assessments shall be carried out by personnel (internal or external) who have relevant and 


specialized industry experience and training in carrying out risk assessments.   


2.1 Process Knowledge and Information 


All facility data, from planning to commissioning phases, shall be gathered, maintained, and updated, and 


relevant information related to mitigation aspects shall be passed over to operational and integrity management 


personnel. The permit holder shall have information on the type of equipment, the purpose, dimension, material 


properties, function, and location of each piece of equipment, and equipment typical and operating conditions. 


The facility inventory data should also include processes, and facility design for all phases, from safe design, 


through construction, operation, maintenance, and decommissioning. Information related to processes and 


equipment could be: 


 Design basis, 


 Process chemistry, 


 Plot plan, 


 Electrical area classification, 


 Process flow diagrams, 


 Piping and instrumentation diagrams (P&IDs), 


 Pressure relief systems (e.g., flare systems, depressurizing systems, relief devices), 
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 Description of control systems, 


 Shutdown keys (emergency and regular operations), 


 Hazardous effects of inadvertent mixing of different materials;  


 Material and energy balances, 


 Safe operating limits (e.g., levels, temperatures, pressures, flows, time, cycles, and compositions) 


and an evaluation of the safety consequences of deviations, and,  


 Process risk assessments. 


 


Information required for hazard identification of all materials used in the process could be related: 


 General physical properties, 


 Corrosivity, 


 Reactivity, 


 Flammability data, 


 Polymerization characteristics, 


 Decomposition data, 


 Impurities data, 


 Thermal and chemical stability data, 


 Toxicity data including both acute and chronic effects, and, 


 Special hazards, including 


o Shock sensitivity, 
o Pyrophoric properties, 
o Maximum deflagration or detonation pressure and flame speeds under all operating 


conditions, and, 
o Bio-hazards. 


 


Facility permit holders shall identify the types of facilities and the standards and guidelines (such as API, ASME, 


CSA, other) to which they design, construct, and operate their facilities.  
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2.2 Hazard Identification 


All hazards and hazardous scenarios at each life cycle phase shall be identified and documented using 


appropriate hazard identification techniques. The hazards considered in the hazard identification process shall 


be chosen based on a systematic hazards identification analysis that covers the entire facility and all materials, 


infrastructure, systems and activities.  


A wide range of hazard identification techniques are available. The CSA Z662 as well as US DOE handbook24 


provide relevant guidance regarding the hazard identification process. Documentation could include a 


description of the scenario pathway (including event linkages and interdependencies), previous incidents at the 


facility, hazards that may be introduced as a result of changes made at the facility, or safeguards and controls 


that are in place to reduce the probability or magnitude of the consequence. 


2.2.1 Facility Projects 


Hazard reviews shall be completed for appropriate stages in the design, construction and start 


up of the project/facility before proceeding to the next level.  


 At the planning stage, hazard and risk associated with the siting and installation 


phase should be assessed (using methods such as HAZID, consequence analyses of 


major credible accident scenarios, and risk criteria). 


 Siting decisions and plot plans should consider the associated hazards and mitigation 


such as distance from waterbodies, buffer zones, natural hazards, and transportation 


related hazards (using methods such as qualitative risk analysis, HAZOPs and 


determination of safety integrity level requirements, preliminary quantitative risk 


analysis or detailed consequence assessment). 


 The design process should have appropriate reviews and approvals at various design 


stages (using methods such as qualitative risk analysis, detailed Quantitative Risk 


Assessment (QRA), detailed HAZOPs, and vendor HAZOPs). The design process 


should consider inherent safety, regulatory requirements, codes and standards and 


good engineering practices. 


 Controls shall be in place to ensure fabrication, installation, and construction conform 


to design specifications, standards and codes, 


                                                 
24 Chemical Process Hazards Analysis, an US DOE Handbook – 1100, 2004. 
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 Controls shall be in place for managing changes to the project scope, design, 


construction, and approvals. 


 As-built documentation shall reflect the exact details of the built facility to ensure that 


any future changes are being applied to known approved designs. 


2.2.2 Process Operations 


The permit holder shall maintain a process to identify and document hazards associated with 


their processes and the hazardous scenarios associated with the activities of the facility, 


resulting from operations, operating environment, and changes to the operating conditions 


(using methods such as revised QRA, management of change HAZOPs, or revised hazards 


analyses).  


Facilities and equipment where potential interaction of hazards can increase risk must be 


identified.  


2.3 Risk Assessment 


Risk is the combination of the consequence and the likelihood of an undesired event.  After having identified all 


possible hazards and scenarios, the permit holder shall assess the hazards and the degree of risk associated 


with these hazards as a function of likelihood and severity.  


Risk can be determined either qualitatively or quantitatively using appropriate techniques/approaches, such as, 


FMEA (Failure modes and effect analysis), FMECA (failure modes, effects and criticality analysis), RCM 


(reliability centred maintenance), RBI (risk-based inspection), Fault tree, Markov analyses, and Structural 


Reliability Analysis. 


In general, four of the most critical factors in selecting risk assessment methods are availability of data, 


organizational maturity, goals, and the magnitude of the decision associated with the risk analysis. 


2.4 Risk Tolerance 


The Permit holder shall set the criteria for risk tolerance that is relevant and consistent with the policies, goals 


and objective of an IMPF and the company.  Prior to establishing risk criteria, the permit holder should consult 


appropriate internal and external stakeholders and relevant standards and regulations.  
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2.5 Risk Reduction and Management 


Based on the risk assessment process, a facility permit holder shall prioritize facilities or equipment and shall 


implement risk reduction and control measures to prevent, mitigate, and manage risk where a chosen threshold 


or tolerance is exceeded. The permit holder shall: 


 Develop a schedule for risk reduction measures, and, 


 Track the implementation of such measures to completion.  


Reduction of risk through mitigation could be approached by:   


 Taking measures to reduce the probability of occurrence & severity of a given hazard, and,  


 Reducing potential consequences, by influencing outcomes, should an event occur. 


Companies should review mitigation measures appropriate to their facilities and consider the following three 


main types of measures:  


 Engineering solutions  that manage risk primarily through technology or the facility/equipment design 


specifications:, e.g. valve seal design, facility equipment material specifications and upgrade, such 


as stainless steel or titanium, 


 Process mitigation solutions that rely on managing facility/equipment operational conditions,  such as  


modifying  operating parameters, like pressure or temperature, to mitigate internal corrosion and 


reduce consequence, and, 


 Administrative mitigation solutions that  are primarily procedural, such as training  competency 


development, facility patrol and frequency, improved public  awareness programs, site security and 


monitoring practices, and improved emergency response procedures. 


2.6 Risk Review and Update 


2.6.1 Risk Assessment and Review 


Risk assessment shall be reviewed at least annually and updated as required: 


 
 When design and operation of the system changes, 


 When facility environment changes, 


 In response to incident investigation or mitigation failure, 
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 Information gained from operations and maintenance, inspection and testing, and 


integrity evaluations, 


 When significant risk is determined or uncertainty of data exists, the permit holder 


must: 


o Perform a more refined level of risk analysis in an attempt to reduce the possibility of 
risk level overestimation. Risk analysis refinement should include but is not limited to 
the following: 
 
 Selection of a more rigorous approach for the analyses and estimates, 
 Additional observations and analysis of the operating conditions, and, 
 Inspections to provide more accurate and detailed information about the 


presence, location and severity of identified hazards. 


 


2.6.2 Risk Management Review 


After risk reduction measures are selected and implemented, risk management results shall be 


reviewed at least annually to ensure that risk reduction measures are effective and risk is 


reduced to a tolerable level. 
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3.0 Organizational Structure, 


Roles and Responsibilities 
The permit holder’s IMPF shall include a suitable organizational structure, with well-defined responsibilities and 


authorities to establish and maintain an effective IMPF. The integrity management program shall involve 


personnel within a facility’s maintenance, operations, and engineering departments. Key responsibilities of 


managers and supervisors in the integrity management program for facilities shall be to ensure:   


 Knowledgeable personnel are performing appropriate activities using effective engineering and 


decision-making tools and methods, 


 IMPF activities such as inspections are being executed and managed as planned, and,  


 Appropriate controls are implemented and maintained within the integrity management system for 


all related activities. 
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4.0 Communication Process 
The permit holder shall establish and implement an effective process for internal and external communication to 


coordinate information essential to the IMPF.  The permit holder shall promote cross-functional and 


interdepartmental communication for decision, analysis and reviews. The communication process should 


consider what to communicate, when to communicate, how to communicate and with whom to communicate. 


Permit holder shall evaluate the effectiveness of its communication process. 
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5.0 Training and Competency 
The permit holder shall establish, implement and maintain a process for developing competency requirements 


and enabling training of employees including contract employees) responsible for administrating and executing 


IMPF related activities, including operation and maintenance of the facilities. Training can include formal classes 


and education, on the job training, formal mentoring and self-directed learning. Training schedules and frequency 


must be maintained for all identified critical tasks by developing a training matrix for employees25. Competency is 


the demonstrated ability to apply training, experience and knowledge in the execution of duties.  


The permit holder shall have an established and implemented process for verifying that employees and other 


persons working with or on behalf of the Permit holder are trained and competent to perform their duties in a safe 


manner. Methods for collection and maintenance of training records must be clearly documented. Supervisors 


and employees should review the training needs periodically to address latest developments and best practices. 


The training program review should also ensure that it is relevant, practical and meets the IMPF needs.  


The permit holder must have a process in place to evaluate and select contractors on the basis of ability and 


qualifications to perform specified duties. The evaluation process should include review of safety and 


environmental policies, procedures, past performance, ability and qualification check through audits, work-site 


inspections, and observations of performance as appropriate. The permit holder must also have a process in 


place to ensure that the performance requirements and expectations are defined and communicated to the 


contractor. The permit holder must have a process in place to monitor and assess contractors’ performance, 


provide feedback and ensure that identified deficiencies are resolved. 


  


                                                 
25 49 CFR 192 – Transportation of Natural and Other Gas by Pipeline: Minimum Federal Safety Standards 
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6.0 Information Management 


Documents and Records 


Control  
The permit holder shall establish and implement information and knowledge management process related to its 


IMPF. The permit holder shall establish, implement and maintain a process for managing documents and records 


needed for the effective implementation of IMPF activities during different stages of the facility life cycle, e.g., 


design, material selection, purchasing, construction, operation, maintenance, and decommissioning. The 


document and record management process shall encompass creation, security, updating, retention, retrieval and 


deletion of all information and records necessary for effective operation of the IMPF. It must apply to electronic 


and paper-based documents and records.  


Responsibilities for document approval and re-approval shall be specified and shall identify appropriate controls 


to ensure that documents required by the IMPF include revisions and updates.  


The process for records shall consider: 


 Responsibilities and procedures for creating, gathering, updating, retaining, and deleting records, 


 Evidence of past activities, events, changes, analyses and decisions, 


 Index describing the types, forms and locations of records, and, 


 Retention policy as otherwise required by legal and other applicable requirements. 


 


Information related to location, construction records, operating conditions, inspection, testing and maintenance 


records, and facility incidents are considered as the minimum data necessary to support an IMPF.  


Where records are incomplete due to asset transfers or other reasons, the permit holder shall acknowledge and 


provide information on how the IMPF is managed in the absence of these records and what reasonable actions 


are taken to recover, reproduce or revalidate the needed records..   
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7.0 Managing Change 
The permit holder must develop and implement a systematic process for identifying, evaluating, controlling and 


documenting any change to facility design, specification, operations, standard, organization or activities and legal 


requirements to ensure that no unforeseen new hazards are introduced and that the risk of existing hazards to 


employees, public, or the environment is not unknowingly increased. This shall include the changes that are 


initiated and controlled by the operating company and also those that are not initiated and controlled by the 


permit holders.  


Temporary or permanent changes initiated and controlled internally by the permit holder, including: 


  
 The ownership of a facility, 


 The organization and personnel of the Operating Company, 


 The organization and personnel who operate and maintain the facility, 


 Facilities, equipment, process chemical, process technology and control systems, 


 Facility operating status, such as idling, facility shutdown, or decommissioning can introduce 


“temporary” hazards not expected during normal operations; 


 Operating conditions, 


 Product characteristics, and, 


 Methods, practices, and procedures related to facility integrity management. 


 
Changes initiated and controlled by external stakeholders: 


 
 Standards and regulations related to facilities integrity management, 


 Other installations (e.g., power lines) that cross piping and other equipment or facilities, 


 Environmental factors, such as flood, fire, ground movement (if changes to the facility must be 


made to account for these factors), and 


 Adjacent land use and development. 


 


Not all changes are managed using the same procedure/process and therefore do not necessarily reside in the 


IMPF. Appropriate change control processes, such as Management of Change (MOC), shall be developed and 
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implemented and the scope of MOC processes shall be clearly defined. The primary focus of MOC should be to 


manage risks related to design changes and modifications to equipment and process. 


The MOC process shall address and document: 


 Identification process for anticipated and actual changes, 


 What constitutes a change (temporary or permanent) and what falls under replacement in kind, 


which is not subject to MOC, 


 Reasons for change, 


 Responsibilities and authorities for approving and implementing changes, 


 Analysis of implications of the changes,  


 Impact and risk of the changes, 


 Communication method and associated records and documents, 


 Timing of changes (approval and implementation), and,  


 Close outs. 


 


Changes that are managed through other corporate programs and processes shall be referenced to the IMPF as 


appropriate. For a change to be “replacement in kind” it should meet the original technical specifications of the 


system or equipment. 


A process shall be developed and implemented for managing changes related to end of service requirements to 


dismantle, decommission, and dispose of equipment, and for operational waste. 
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8.0 Operational Controls 
The permit holder shall establish and maintain procedures for the safe operation of each facility and address the 


initial start-up (new or modified facilities), normal operation, temporary operation, emergency operation (including 


shutdowns,  start-up and restoration following maintenance or outage), identifying operating limits, alarm 


management, and control room operations. The permit holder shall ensure that the control room operators have 


the necessary tools, knowledge, training, and resources available to maintain safe operations of the facilities. The 


operational controls must also address hazards, risks, training, and communication.  


To ensure integrity of facilities the permit holder must ensure that: 


 Facilities have inherently safer designs,  


 Facilities are manufactured, fabricated, installed consistent with applicable requirements, 


regulations, and standards,  


 Quality control procedures are maintained for materials and construction, and, 


 Inspection and construction inspection procedures and records are maintained. 
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9.0 Inspection, Monitoring and 


Maintenance 
The permit holder shall document and maintain inspection, monitoring, and maintenance (IMM) programs that 


are appropriate for its facilities and are in accordance with the risk assessment process. Some inspection 


standards, such as API 57026, now include provisions for determining inspection requirements based on risk. 


Also API Recommended Practice 58027 encourages the use of risk-based techniques to define inspection and 


testing requirements.  


Selection of IMM activities shall ensure that new hazards are not introduced and inspection and monitoring 


activities should follow specific regulations, standards, and codes. IMM activities vary from facility to facility 


depending on the type and complexity of the facility. Planning, scheduling, and frequency of IMM activities should 


consider parameters such as risk assessment results, effectiveness of inspection method and technology, 


previous integrity reviews, incident history, insufficient documentation, evaluation of anomalies, time dependent 


consideration, current state of facility/equipment, and industry data. The permit holder shall document schedules 


and ensure that the planned activities are carried out using relevant methods and procedures, and that 


incomplete work and issues are resolved. The Permit Holder’s records must provide details of actual IMM 


activities that have been performed versus planned and future IMM activities schedules are planned accordingly. 


The permit holder shall ensure that the results of its IMM activities are integrated with data for its risk assessment 


and performance measures. 


  


                                                 
26 API 570 – Piping Inspection Code, In-service Inspection, rating, repair and Alternation of Piping Systems, 2009. 
27 API RP 580 - Risk-based Inspection, 2009. 
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10.0 Evaluation and Fitness - for 


- Service Assessment 
Through the execution of planned IMM activities, if any anomalies are identified, the permit holder shall carry out 


further inspections and investigations as appropriate, or undertake an Engineering Assessment (EA), such as 


Fitness-for-Service (FFS) Assessment, to evaluate severity of these anomalies. A Fitness-for-Service 


assessment is a multi-disciplinary approach to determine whether a facility asset is fit for continued service. The 


asset in question may contain flaws or other damage, or may be subjected to more severe operating conditions 


than anticipated by the original design. The asset may be subject to time-dependent damage mechanisms.  The 


outcome of a FFS assessment is a decision to run as is, set future inspection intervals, re-rate, alter or repair the 


facility asset. The API Recommended Practice 57928 is a leading FFS standard that provides procedures for 


performing proper evaluations for existing facilities and equipment used in the oil and gas industry. The 


document contains sections for assessing procedures for preventing damage mechanisms such as brittle 


fracture, general metal loss, local metal loss, pitting corrosion, blisters, laminations, weld misalignment, crack-like 


flaws, creep damage, and fire damage. The CSA Z662 also provides relevant guidelines for evaluation of 


imperfections and anomalies found from the inspections. There are also other standards/technical documents 


that provide necessary guidelines to carry out an FFS. 


  


                                                 
28 API RP 579/ASME FFS, Fitness-for Service, 2007. 
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11.0 Modification and Repair 
If the incidents or evaluation process for the monitoring and inspection activities and results (through an 


Engineering Assessment such as FFS) identifies situations for the facility where modification or repair  are 


required, then the permit holder shall identify and document relevant corrective actions  that are acceptable and 


appropriate for its facilities considering the service conditions. Repair methodology must be documented to 


execute the repair. 
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12.0 Incident / Near-miss 


Investigation and Learning 
The permit holder shall document and implement its process to report, collect, investigate, and trend any 


hazards, potential hazards, incidents or near misses, and incidents affecting or having the potential to affect the 


integrity of their facilities.   


The permit holder shall establish, implement and maintain a process for incorporating lessons learned from 


incidents and near-misses within the organization and from across industry where warranted into standards, 


procedures, and processes to mitigate systemic development of similar circumstances and to improve the 


effectiveness of the IMPF. In addition, any mitigation/repair corrections resulting from near misses and incidents 


applied to local facilities shall be reviewed for applicability to a broader scope (either geographically or by 


equipment type). 


Records of investigations shall be maintained and communicated as necessary.  
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13.0 Performance Measurement 


and Analysis of Data 
The permit holder shall establish and maintain a documented process to identify metrics or key performance 


indicators (KPIs) to measure the performance of its IMPF. Process for periodically reviewing, evaluating and 


trending facility performance through relevant Key Performance Indicators (KPI) shall be established and 


maintained. The permit holder shall take corrective actions when adverse trends are identified and shall update 


KPIs as required. 


The permit holder shall develop and maintain both leading and lagging metrics (KPIs). The performance review 


through KPIs should also link to the management review process 


Leading Indicators:  


Process-oriented metrics that measure accomplishment and effectiveness of key work processes, programs, 


activities, operating discipline, or protective barriers to control risk and prevent incidents.  These indicators 


provide insight into how well various components of the IMPF have been implemented and also give an 


indication of potential problems or deterioration in key safety systems early enough that corrective action can be 


taken.  


Lagging indicators:  


Outcome-oriented metrics that enable detection of events that have already occurred and can indicate potentially 


recurring problems. These indicators provide data about incidents and failures of IMPF activities as well as 


deficient performance of facility assets.  


An appropriate mix of leading and lagging indicators performance metrics (KPIs) may include the following metric 


categories:  


 IMPF program component implementation metrics identify potential organizational or program 


related inadequacies or failures that may contribute to incidents, thus leading indicator, 


 Process / operational activity metrics (KPIs) monitor the surveillance and preventative actions 


undertaken; thus leading indicators, 


 Operational deterioration metrics are operational and maintenance trends that indicate when 


integrity of the system is reduced, thus it could be leading or lagging, 
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 Failure measure indicate that the undesirable outcomes have occurred and the ultimate objective of 


the program has not been achieved, thus lagging. These indicators hopefully indicate progress 


towards goals.   


The permit holder may follow the guiding principles outlined in API RP75429 for developing performance metrics 


(KPIs). 


Examples of facilities specific leading KPIs:  


 Percentage of training and competency needs assessments completed to individuals in key 


integrity related roles, 


 Percentage of training sessions completed with skills verification,  


 Number of key IMPF roles with competency criteria defined,  


 Percentage of employees who participate in continuing education and symposia for enhancement 


of safety knowledge and technological innovation, 


 Measurement of employee morale and level of expertise, 


 Percentage of new projects emphasizing on inherently safer design, 


 Percent of facility asset attribute errors found (through audit), 


 Percent of complete records related to all life cycle phases, 


 Percent of incomplete records related to all life cycle phases, 


 Percent of operational changes completed by the MOC process, 


 Number of procedural changes managed through formal process for managing changes,  


 Number of organizational changes managed according to the process,  


 Percent of MOCs are communicated to all employees who could be potentially affected by the 


change,  


 Percentage of facility types where hazard identification method has been identified and applied,  


 Number of detailed risk assessments undertaken, 


 Number of near-miss incidents, 


 Number of incident investigations followed up with corrective actions demonstrating effective risk 


management solutions, 


                                                 
29 API Recommended Practice 754 
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 Percentage of critical equipment/instrumentation that performs to specification when inspected or 


tested, 


 Percentage of functional tests of critical instruments and alarms completed according to the defined 


schedule,  


 Percentage of maintenance actions identified by inspection activities that are completed to the 


specified timescale,  


 Total number of compressor stations where piping inspected in the year vs.  total number of 


compressor stations where the piping was scheduled to be inspected, for routine staff inspection  


as well as for certified maintenance inspection, 


 Number of facilities requiring repetitive maintenance, 


 Number of facilities with deferred maintenance requirements, 


 Number of severity faults detected by inspection, testing, and audits, 


 Number (and locations) of repairs undertaken, 


 Type (and locations) of repairs undertaken, 


 Number and nature of unresolved safety issues.  


 


Examples of facilities specific lagging KPIs: 


 Total number of  annual reportable incidents at  facilities and the total number of  facilities, 


 Loss of containment by equipment or installation and geographic locations, 


 Loss of containment associated with specific Facility Integrity programs, 


 Number of business interruptions (above a predetermined threshold), 


 Number of equipment failures (by equipment type). 
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14.0 Audit 
The permit holder must develop and implement a process for auditing to examine conformity with the prescribed 


requirements under the IMPF.  A permit holder’s process must define the responsibilities, scope, objectives, 


frequency, and schedule for audits.  An audit may be performed by external professionals or internal personnel 


not directly involved in the IMPF or the operations being audited. The process must also ensure auditor 


competency and independence.  The process for completing corrective and preventive actions for non-


conformances identified through audits and communication of lessons learnt shall be outlined. 
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15.0 Management Review 
The Permit holder’s IMPF shall be reviewed to determine the extent to which the performance goals and 


objectives have been met to assess program effectiveness.  


Management shall formally review the adequacy, implementation and effectiveness of its integrity management 


program for facilities.  The review shall be formal and documented and shall occur on a regular basis.  The 


management review process must define the inputs, review methods, and responsibilities.  Focus shall be on 


evaluating the adequacy and effectiveness of the IMPF to meet its stated goals and targets (through review of 


KPIs), implementation of the IMPF, compliance to company and regulatory requirements, and identification of 


corrective actions for continual improvement. 


Consideration shall be given to:  


 Goals and objectives, 


 Changes and their effects of changes in the operating company, facilities and/or external factors, 


 Results of the risk management process, 


 Findings, status, and trends of corrective actions identified during internal and external audits, 


 Status and trends of  performance measures and KPIs, 


 Frequency and trending of near misses,  


 Results of incident investigation, evaluations and lessons learned, 


 Regulatory, legal or standard changes that could affect the IMPF, 


 Status and trends of integrity-related issues and recommendations identified during previous review 


and evaluations, operation, maintenance, or integrity-related work, 


 Successes and problems experienced in detecting and preventing potential failure incidents, and, 


 Opportunities for improvement and proposed changes to IMPF including policies and objectives. 


 


Outputs from the management review shall include:  


 Summary of assessment of the effectiveness of IMPF and risk management process,  


 Decisions, and actions, 


 Changes to required resources, and 


 Improvements to processes and procedures to meet the requirements.  







Compliance Assurance Protocol Integrity Management Program for Facilities  


 


 


 


 


BC Oil and Gas Commission   Version 1.1  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 41 


Senior management shall at least annually review and approve the output of management reviews, which shall 


be documented.  
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