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B.C. Utilities Commission                                        File No.:  4.2.7(2020)                                                                    
Suite 410, 900 Howe Street 
Vancouver, BC V6Z 2N3 
 
Attention: Marija Tresoglavic 
 Acting Commission Secretary 
 
Dear Ms. Tresoglavic: 
 
Re: Pacific Northern Gas (N.E.) Ltd. 
 Fort St. John/Dawson Creek and Tumbler Ridge Divisions 
 2020-2021 Revenue Requirements Application 
 Response to BCUC Information Request No. 2 

 
Accompanying, please find the response of Pacific Northern Gas (N.E.) Ltd. (PNG(NE)) to the 
referenced information request.   
 
At this time, as an evidentiary update, PNG(NE) would also like to advise the British Columbia 
Utilities Commission (BCUC) of a budgetary error identified that did not pertain to any of the 
specific questions included in the information request. 
 
On page 61 of the TR Amended Application, PNG(NE) noted that Test Year 2020 processing plant 
improvements included the purchase and install of a dehydration burner at a cost of $174,000.  
This matter was addressed in BCUC TR IR 7.1.  It has subsequently come to PNG(NE)’s attention 
that the capital cost estimate included a duplicate amount of $60,000 for materials.  The correct 
capital cost estimate for the dehydration burner is $114,000.  PNG(NE) apologizes for any 
inconvenience arising from this error and will reflect the correct cost estimate in the final 
regulatory schedules. 
 
Please direct any questions regarding the application to my attention. 
 
Yours truly, 
 
 
 
 
Verlon G. Otto 
 
Enclosure 

B-6

Yvonne.Lapierre
PNG NE 2020-2021 RRA



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 1 of 94 

 
 

Pacific Northern Gas (N.E.) Ltd.  
Fort St. John / Dawson Creek Division and Tumbler Ridge Division 

2020-2021 Revenue Requirements Application 
 

INFORMATION REQUEST NO. 2  
TO PACIFIC NORTHERN GAS (N.E.) LTD. 

 
 

 
 
Table of Contents Page no. 
A. General ....................................................................................................................................... 2 

B. Demand Forecast, Revenue and Margin .................................................................................... 6 

C. Cost of Gas .................................................................................................................................. 8 

D. Operating Expenses .................................................................................................................. 10 

E. Maintenance Expenses ............................................................................................................. 30 

F. Administrative & General Expenses ......................................................................................... 33 

G. Deferral Accounts ..................................................................................................................... 37 

H. Shared Services Recovery from PNG(NE) ................................................................................. 39 

I. Rate Base .................................................................................................................................. 51 

J. Capital Structure and Return on Capital ................................................................................... 67 

K. Capital Expenditure Reporting – Actual vs Decision ................................................................. 69 

L. Cost of Service Reporting – Actual vs Decision ......................................................................... 72 

M. Other Matter to Be Addressed from Prior Year Decisions ....................................................... 74 

 
 

  



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 2 of 94 

 
 

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 (N.E.) 
Ltd. (PNG(NE)) provided information regarding the impact of the COVID-19 pandemic on 
PNG(NE)’s forecast cost of service and operations. PNG(NE) also noted that “… the BCUC 
approved PNG(NE)’s request, on an interim basis, for the creation of a COVID-19 deferral 
account to capture unrecovered revenues and unplanned costs arising from the COVID-19 
pandemic.” 
 

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

Response: 
 
As of June 1, 2020, PNG(NE) has observed a total of 60 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 $76,027.  
Of the 60 customers, 18 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 June 1, 2020, PNG(NE) has identified $5,524 of incremental costs related to the COVID-
19 pandemic.  
 
PNG(NE) believes it is still premature to predict the future impact from COVID-19 on PNG(NE) 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(NE)’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. 
 
 

 
 
  

Total Pay Arrangements Related to COVID-19

Count Past Due Account Balance Count Past Due Account Balance Count Past Due Account Balance

FSJ 43 10,718$            15,729$            10 14,540$            18,649$            -$                   -$                   34,379$            

DC 14 4,996$               7,132$               5 3,064$               3,686$               1 28,703$            29,000$            39,817$            

TR 3 800$                  1,200$               2 450$                  632$                  -$                   -$                   -$                   

Total 60 16,515$            24,060$            17 18,054$            22,967$            1 28,703$            29,000$            76,027$            

COVID-19 - Deferral Program

Count Past Due Account Balance Count Past Due Account Balance

FSJ 14 3,415$               4,555$               4 9,372$               10,709$            13,928$            

DC 3 423$                  498$                  4 2,592$               3,967$               4,465$               

TR 1 385$                  385$                  2 450$                  632$                  -$                   

Total 18 4,223$               5,438$               10 12,415$            15,308$            20,747$            

Division

Division Total

Total

Residential

Residential Small Commercial

Small Commercial Large Commercial



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 3 of 94 

 
 

65.1.1 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(NE) does not anticipate the COVID-19 pandemic having a material impact on the 
timing of any IT projects, capital projects or new staff position start dates.  PNG(NE) is also not 
expecting any material impacts to the spend on capital programs. 
 
 
 

65.1.2 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(NE) is closely monitoring how the measures being taken with respect to COVID-19 will impact 
customer demand.  With the warmer spring weather, PNG(NE)’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 of April 2020, PNG(NE) observed a 5.2 per cent increase in 
demand relative to the April 2020 forecast on a consolidated basis for Fort St. John and Dawson Creek 
and 27.8 per cent increase for Tumbler Ridge which is primarily attributable to one industrial customer 
using significantly more gas than forecast who is subject to the Industrial Customers Deliveries Deferral 
Account (ICDDA).  On a customer class basis, PNG(NE) makes the following observations: 
 
(i)   Residential:  With the warmer spring weather, PNG(NE)’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(NE) expects 
minimal impacts to residential consumption over the next few months.  For example, in April 2020, 
residential demand was 2.8 per cent higher than the April 2020 forecast on a consolidated basis 
for Fort St. John and Dawson Creek mainly due to colder weather and 5.1 per cent lower for 
Tumbler Ridge despite colder weather and likely arising from unbilled estimates.  

 
(ii) Institutional/Commercial:  PNG(NE) 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(NE)’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(NE) observed a 8.7 per cent increase in small commercial demand relative to the April 2020 
forecast on a consolidated basis for Fort St. John and Dawson Creek mainly due to colder weather 
and a 13.3 per cent decrease for Tumbler Ridge.  In addition, PNG(NE) observed a 1.8 per cent 
increase in large commercial demand relative to the April 2020 forecast on a consolidated basis 
for Fort St. John and Dawson Creek and a 18.9 per cent increase for Tumbler Ridge which is largely 
attributable to increased consumption by one customer.  
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 (iii) Industrial:  PNG(NE) 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(NE) observed an increase of 5.9 percent in industrial deliveries relative to the April 2020 
forecast for Fort St. John and Dawson Creek and a 35.1 per cent increase for Tumbler Ridge which 
is attributable to significantly greater volumes taken by one customer who is subject to the ICDDA.  

 
PNG(NE) 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 2020 weather, is primarily 
responsible for variances in demand.  As April 2020 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. 
 
 
 

 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(NE) 
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(NE) would put those costs against the deferral account and only seek to recover the 
net amount (if any).  PNG(NE) would look at cost savings at the end of the year and assess if they were 
related to COVID-19. 
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 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(NE) 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(NE) does not yet have evidence of any substantial impact to gas consumption by its customers as 
a result of COVID-19.  PNG(NE) 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 industrial 
customers. 
 
PNG(NE) believes it is premature to predict the outcomes from COVID-19 on PNG(NE) and its operating 
costs.  PNG(NE) further notes that on April 17, 2020 the BCUC granted interim approval through Order 
G-89-20 of PNG(NE)’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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B. DEMAND FORECAST, REVENUE AND MARGIN 

 Reference: DEMAND FORECAST, REVENUE AND MARGIN 
Exhibit B-2 (Amended Application), Fort St. John/Dawson Creek (FSJ/DC) 
Division Section 2.1, pp. 25-26, Exhibit B-3, IR Series 4.0  
Other Customer Classes  

In response to BCUC IR 4.3 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) submits that Table 11 in the Amended Application should reflect 
the test year deliveries for this customer based on their contractual demand 
of 980,000 GJ rather than forecast physical deliveries of 600,000 GJ to 
alleviate any confusion as the margin shown in Table 11 is also based on 
their contractual demand. 

 Please provide the updated and correct Table 11 as highlighted in the preamble 
above. 

Response: 
 
Please see the table that follows. 
 

 
 
 

 
  

Deliveries Margin Deliveries Margin

GJ GJ $ GJ GJ $ GJ GJ GJ GJ GJ GJ

Residential 1,820,987 17,432     92,900   1,803,555 6,954        38,500    1,796,601 1,797,218 1,839,315 1,782,446 1,484,039 1,616,961 

Commercial

Small Commercial Firm (Rate 2) 1,304,085 (13,947)   (52,200)  1,318,032 (73,266)     (233,100) 1,391,298 1,320,084 1,380,995 1,334,735 1,139,705 1,183,845 

Large Commercial Firm (Rate 3) 412,500    -          100        412,500    56,600      147,000  355,900    424,758    363,258    321,130    307,510    304,467    

Commercial Transport (Rate 23) 60,100      -          -         60,100      (13,250)     (42,100)   73,350      70,995      69,300      75,806      76,229      62,935      

Total Commercial 1,776,685 (13,947)   (52,100)  1,790,632 (29,916)     (128,200) 1,820,548 1,815,837 1,813,553 1,731,671 1,523,444 1,551,247 

Small Industrial Sales (Rate 4) 308,000    -          100        308,000    (204,950)   (397,100) 512,950    399,491    480,608    470,994    401,939    387,137    

Industrial Transport

Rate 5 -            -          -         -            -            -          -            -            -            -            -            216,413    

Rate 6 134,420    -          -         134,420    (102,580)   (196,800) 237,000    146,035    184,487    255,341    208,618    346,385    

Rate 7 980,025    (2,685)     (600)       982,710    2,685        600         980,025    386,414    459,919    101,633    404           -            

Rate 9 -          -         -            -          -            -            -            -            -            -            

Rate 10 157,000    -          -         157,000    (3,000)       (2,400)     160,000    169,121    155,656    170,846    204,264    190,965    

Rate 11 -            -          -         -            -          -            -            -            -            11,193      50,122      

Total Industrial Transport 1,271,445 (2,685)     (600)       1,274,130 (102,895)   (198,600) 1,377,025 701,570    800,062    527,820    424,479    803,885    

Total 5,177,117 800          40,300   5,176,317 (330,807)   (685,400) 5,507,124 4,714,116 4,933,538 4,512,931 3,833,901 4,359,230 

Decision

2019 

Deliveries

Customer Classification

Test Year 

2021 

Deliveries

2021 to 2020

Change in Forecast

Test Year 

2020 

Deliveries

2020 to 2019

Change in Forecast

Actual

2019 

Deliveries

Actual

2018 

Deliveries

Actual

2017 

Deliveries

Actual

2016 

Deliveries

Actual

2015 

Deliveries
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On page 26 of the FSJ/DC Amended Application PNG submits: “The bulk of this decrease is 
attributable to fuel gas deliveries to a liquefied natural gas (LNG) plant in Dawson Creek 
being less than the contracted demand of 980,000 GJ per year. There is no margin effect as 
this customer is provided service under a minimum take-or-pay contract.” 
 
In its response to BCUC IR 4.2 in Exhibit B-3, PNG submitted that “[t]he customer operating 
the LNG facility in Dawson Creek is Campus Energy Partners LP. The two gas productions 
facilities in Fort St. John that declared bankruptcy were owned by Ranch Energy Corporation 
and had transportation service agreements with PNG(NE).” 

 
 Please describe any credit requirements in the agreement between PNG(NE) and 

Campus Energy Partners LP and the current status of these requirements.  

Response: 
 
The original Firm Transportation Service Agreement dated June 10, 2015 between PNG(NE) and 
AltaGas Ltd. (approved by the BCUC under Order G-154-15) was subsequently assigned to Campus 
Energy Partners LP (Campus) effective February 1, 2019.  Under this agreement PNG(NE) may require 
the Shipper (Campus) to post credit if the Shipper is not deemed “Creditworthy”, meaning that it does 
not have a “Minimum Acceptable Rating” for its unenhanced long term senior unsecured debt.  In 
addition, PNG(NE), at its sole discretion, may determine whether the Shipper would meet the relevant 
ratings if such rating agencies were to publish such a rating for Campus. 
 
Campus is currently not rated.  However, at this time, based on an assessment of Campus’ financial 
statements provided to PNG(NE) on a confidential basis, PNG(NE) deems Campus to be creditworthy 
and therefore has not required Campus to post a letter of credit or other security. 
 
 
 

 Please discuss if there are any termination clauses in the TSA between PNG(NE) and 
Ranch Energy Corporation that provide for any amounts owing to PNG(NE) as a result 
of the contract termination due to bankruptcy. If yes, please provide the amounts 
owing to PNG(NE) and any efforts to recover these amounts to date. 

Response: 
 
Per the terms of the TSA, the agreement is automatically terminated upon insolvency or bankruptcy 
of the Shipper.  No termination clauses exist in the TSA between PNG(NE) and Ranch Energy that 
provide for amounts owing as a result of the contract termination due to bankruptcy. 
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C. COST OF GAS 

 Reference: COST OF GAS 
Exhibit B-2 FSJ/DC, Section 2.2, p. 28; Tumbler Ridge (TR), Section 2.2, p. 27; 
PNG-West Division 2020-2021 RRA proceeding, Exhibit B-2, Section 2.2.3, 
pp. 30, 32, Exhibit B-3, IR 5.0 series 
Unaccounted for Gas  

In response to BCUC IR 5.1 in Exhibit B-3, PNG(NE) provided the following tables: 

 

 Please discuss whether PNG(NE) has identified why there are mostly unaccounted 
for gas (UAF) gains in the TR division as compared to PNG(West) and PNG(NE) FSJ/DC 
division. If yes, please provide details of the same. 

Response: 
 
PNG(NE) has not identified the cause of UAF gains occurring on the Tumbler Ridge system in four of 
the past five years.  PNG notes that the commodity cost of gas associated with UAF gains on all PNG 
and PN(NE) distribution systems are credited to the UAF deferral account to the benefit of PNG(NE)’s 
Tumbler Ridge customers.  UAF gains, while not desirable from a system management perspective 
when they become significant, do benefit customers by reducing the Company Use gas costs recovered 
from customers. 
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In response to BCUC IR 5.5 in Exhibit B-3, PNG(NE) stated: 

The UAF component in the Company Use gas cost refers to the budgeted 
percentage of UAF embedded in the calculation of Company Use gas 
expense for each of the PNG-West, FSJ/DC and TR Divisions. The UAF 
component in the Company Use gas cost is set at 1% for FSJ/DC and 0% for 
TR. For PNG-West, this had been set at 0% in prior years, however, in the 
2020-2021 RRA, PNG-West is seeking BCUC approval to set the UAF 
component in the Company Use gas cost at 1%. 

The UAF loss cap is the maximum UAF loss percentage that can be recorded 
in the UAF deferral account without seeking further approval from the BCUC. 
The UAF loss cap is set at 1.5% for FSJ/DC and 1.0% for TR. For PNG-West, 
the UAF loss cap had been set at 1.0% in prior years; however, as noted 
previously, PNG-West is seeking approval to set the UAF loss cap at 1.5% in 
the 2020-2021 RRA. 

 Please explain why there are differences in the budgeted percentage of UAF 
embedded in the calculation of Company Use gas expense and UAF loss caps for each 
of the PNG-West, FSJ/DC and TR Divisions on the PNG system. 

Response: 
 
As noted in the last paragraph of the response to BCUC IR 5.5, PNG(NE) stated that the existing UAF 
component rates in the Company Use gas cost have been in place since 2004 for PNG-West and since 
2008 for PNG(NE).  Prior to these years, varying percentages were approved annually for each division 
based on a respective historical review of UAF.  Due to fluctuations experienced in UAF of both gains 
and losses over the years, the UAF deferral accounts were subsequently applied for and approved by 
the BCUC and the UAF Loss Caps were also established at that time.   
 
PNG-West and PNG(NE) continue to review these amounts and as noted in PNG-West’s 2020-2021 
RRA a change is being sought for PNG-West’s UAF component in the Company Use gas cost and the 
UAF loss cap for Test Years 2020 and 2021. 
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D. OPERATING EXPENSES 

 Reference: OPERATING EXPENSES 
Exhibit B-3, BCUC IR 6.1, 6.2  
System Integrity Focus 

In response to BCUC IR 6.1 in Exhibit B-3, PNG(NE) stated: 

As the age of PNG(NE)’s infrastructure increases, there is an increasing 
likelihood of investigative digs and cutouts resulting from inspection works, 
such as DCVG surveys. As work is executed, more information on the 
condition of the system is gathered, often resulting in a compounding effect 
of additional scope. … 

PNG(NE) has an increased focus on other regular interval maintenance 
activities, such as pipeline inspections (air surveys), aerial crossing, 
watercourse crossing and documentation of change surveys, right of way 
vegetation management and signage. 

 Please discuss whether PNG(NE) is increasing the number of direct current voltage 
gradient (DCVG) surveys completed each year. If so, please elaborate on whether 
this increased frequency is as a result of compliance with PNG’s Integrity 
Management Plans, a result of compliance with related codes, standards and 
regulations or a result of other factors. 

Response: 
 
PNG(NE) is not changing, nor proposing to change, the number of DCVG surveys completed each year 
based on currently known information.  PNG(NE) will continue to manage and perform DCVG, CIS, and 
other forms of over-the-line surveys in alignment with existing survey plans that formulate part of the 
existing PNG(NE) IMP and establish both schedule within current and future test periods as well as 
repeat frequency.  
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 Please clarify the meaning of “increased focus” on other maintenance activities. 
Please discuss whether increased focus results in conducting the listed activities 
more frequently, conducting some of the listed activities for the first time, expanding 
the use of the listed activities to new segments of PNG(NE)’s system or some other 
meaning. 

Response: 
 
“Increased focus” as it pertains to other integrity management related maintenance activities such as 
air surveys, aerial crossing inspections, watercourse crossing surveys, right of way vegetation 
management, and right of way signage is intended to mean: 

 Increased frequency and/or quantity of inspections and surveys as perceived risk and/or threat 
or other specific conditions warrant; 

 Increased resource allocation applied to response efforts where specific conditions, such as 
increased third-party activity in proximity of or across PNG(NE) rights of way, warrant; and 

 Extending programs to new and/or amended pipeline segments. 
 
None of the listed other maintenance activities are proposed to be conducted for the first time, except 
for those that may be applied to new pipeline segments.  
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In response to BCUC IR 6.2 in Exhibit B-3, PNG(NE) 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(NE)’s transmission and distribution 
system assets. … 

… 

Given all of this, PNG(NE)’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. 

 Please provide any directives, letters or documents from the BC Oil and Gas 
Commission (BCOGC) referencing the aged pipeline assessment and audit program. 

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

 Attachment BCUC 68.3a – Jul 29’19 BCOGC Email to PNG re Request for CAP 

 Attachment BCUC 68.3b – Aug 27’19 PNG Letter to BCOGC re Update to Request for CAP 

 Attachment BCUC 68.3c – Feb 11’20 BCOGC Email to PNG re IMP Audit Notification 

 Attachment BCUC 68.3d – Mar 2’20 BCOGC Email to PNG re Aged Pipeline Condition 
 
PNG(NE) notes that the BCOGC Aged Pipeline Condition Assessment Program only applies to pipelines 
of NPS 8 or greater, none of which exist in the north east.  However, the risk assessment mandate does 
apply to PNG(NE), as does the overall IMP audit.  
 
 

 
  



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 13 of 94 

 
 

 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(NE) notes that the associated response plans and activities for the IMP audit and aged 
pipeline condition assessments are still in the developmental stage, with current cost estimates limited 
to activities associated with providing existing PNG(NE) data and conducting meetings with the BCOGC.  
Therefore, current estimates in the Amended Application do not include costs associated with future 
efforts stemming from the BCOGC assessment audit outcome-related directives or corrective actions.  
 
PNG(NE) 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 on a 
PNG/PNG(NE) consolidated basis, are summarized in the table below.   
 

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   

Total $  225,000 $      70,000 $      25,000 $      150,000 

 
These costs are to be allocated to the divisions as below: 
 

 
 
PNG(NE) proposes to incorporate these costs into the final regulatory schedules. 

BCOGC Initiative / Division

2020 2021 2020 2021

Pipeline Segment-by-Segment Risk Assessment

PNG-West 141,179       15,946          -               95,675        

FSJ/DC 78,707          8,487            -               50,923        

TR 5,114            567                -               3,402          

225,000       25,000          -               150,000      

Aged Pipeline Condition Assessment

PNG-West -                -                10,000         -               

IMP(F) Audits

PNG-West -                -                37,648         -               

FSJ/DC -                -                20,988         -               

TR -                -                1,364           -               

-                -                60,000         -               

Total 225,000       25,000          70,000         150,000      

Capital Expense Operating Expense



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 14 of 94 

 
 

 Reference:  OPERATING EXPENSES  
Exhibit B-2 TR, Section 2.3.2, p. 29; Exhibit B-3, BCUC IR 13.3; Exhibit B-4 
BCUC IR 2.4; 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 and Investigative Dig Costs  

In response to BCUC IR 13.3 in Exhibit B-3, PNG(NE) stated:  

PNG(NE) submits it is aligned with response from industry to have previously 
‘unpiggable’ pipelines become ‘piggable’, as previously outlined in the 
Amended Application. The ability to run ILI tools creates opportunity to more 
completely align and comply with the CSA Z662 standard and the related 
intent of the PNG(NE) Integrity Management Plan. As improved technology 
becomes available for integrity management, PNG(NE) believes it has a 
responsibility to assess and implement it, if it is practicable to do so. 

In response to BCUC IR 2.4 in Exhibit B-4, PNG(NE) stated:  

There are no in line inspection (ILI) related activities in scope for Tumbler 
Ridge and no costs have been included in BCUC Account 665 for Test Years 
2020 and 2021 as the pipelines are not currently inspectable by ILI. PNG(NE) 
has planned investigative digs for the purposes of ECDA and their costs are 
included under BCUC Account 655 for Test Years 2020 and 2021. PNG(NE) 
notes that the accounting treatment for all the activities and costs related to 
ILI tool runs and investigative digs have been addressed in prior revenue 
requirements application decisions as follows: 

 ILI runs are normally expensed in the year incurred in accordance 
with US GAAP. Close interval surveys (CIS) are similar to ILI runs 
except that they are above ground and will typically result in 
investigative digs, therefore, they would follow a similar accounting 
treatment. 

 Investigative Digs - this was specifically addressed in the decision on 
the PNG(NE) 2013 Revenue Requirements Application under BCUC 
Order G-131-13 where PNG(NE) was directed to record its forecast 
for investigative digs in its cost of service starting in 2013 and create 
a new deferral account to capture any variances to be amortized the 
following year. 

On pages 29 and 30 of the TR Amended Application, PNG(NE) states: 

The costs in this account cover the routine operating costs of the pipelines 
that PNG(NE) operates. Typical activities include: inspecting and operating 
above ground structures, as well as other facilities for safety and reliability; 
performing in-line inspections and close interval surveys and follow-up 
investigative digs; operating and monitoring the Supervisory Control and 
Data Acquisition (SCADA) system; maintenance of vegetation on the rights of 
way (ROW) and operation of the cathodic protection system. [Emphasis 
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added] 

In addition, PNG(NE) will further reinforce its integrity management plan by 
working toward upgrading the TR Division transmission line to be compatible 
with new in-line inspection tooling that is available to the industry. 

 Please clarify which PNG(NE) pipeline system segments are currently inspectable by 
ILI. Please distinguish which segments are capable of performing in-line cleaning and 
which segments are capable of performing in-line inspection. 

Response: 
 
At present, no PNG(NE) pipelines are inspectable by ILI.  This applies to both in-line cleaning and in-
line inspection.  
 
 
 

 Please explain whether PNG(NE) completes or is expected to complete any EMAT ILI 
or ILI runs on the FSJ/DC system during the 2020/2021 Test Period.  

Response: 
 
In line with the response to Question 68.1, PNG(NE) does not expect to complete any ILI runs on the 
FSJ/DC system in the 2020/2021 Test Period.  
 
While PNG(NE) continues to contemplate and explore opportunities for FSJ/DC pipeline system 
modifications to accommodate future ILI runs, PNG(NE) notes that pipeline sizes in the FSJ/DC system 
are predominantly NPS 4 or smaller and there is no expected market emergence of EMAT tools down 
to those pipeline sizes in the immediate future.  
 
 
 
  



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 16 of 94 

 
 

69.2.1 If yes, please provide the cost breakdown by year and discuss if PNG(NE) 
accounts for EMAT ILI and other ILI runs for regulatory purposes in the same 
manner as PNG-West.  Please comment on any differences.  

Response: 
 
As noted in response to Question 69.1 and Question 69.2, PNG(NE) does not have any pipelines that 
are currently inspectable by ILI runs, including EMAT ILI runs, and therefore there are no ILI runs 
planned for 2020 nor 2021, except for Closed Interval Surveys (CIS).   
 
PNG(NE) submits that its ILI and CIS runs are expensed for regulatory purposes and financial statement 
purposes for both PNG(NE) and PNG-West.  However, PNG-West has approval to record any variances 
in ILI runs to a deferral account to be amortized the following year.  There is no such deferral account 
available for ILI/CIS cost forecast variances in PNG(NE). 
 
PNG(NE) further notes that PNG-West capitalizes EMAT ILI runs and amortizes them over a period of 
10 years.  In the PNG-West 2020-2021 RRA proceeding, in response to BCUC IR 102.1, PNG-West is 
seeking capitalization treatment for significant ILI runs in order to be consistent with the accounting 
treatment accorded to EMAT ILI runs. 
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On page 18 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.” 
 

 Please clarify whether US GAAP allows for either capitalizing or expensing 
investigative digs costs, with reference to the applicable US GAAP section.  

Response: 
 
PNG(NE) 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.  Not all investigative digs lead to capital repairs.  
 
Per US GAAP ASU 2014-09, Revenue from Contracts with Customers, section 340-40-25-8:  

 
“An entity shall recognize the following costs as expenses when incurred:  
a) General and administrative costs (unless those costs are explicitly chargeable to the 

customer under the contract, in which case an entity shall evaluate those costs in 
accordance with paragraph 340-40-25-7)  

b) Costs of wasted materials, labor, or other resources to fulfill the contract that were not 
reflected in the price of the contract  

c) Costs that relate to satisfied performance obligations (or partially satisfied performance 
obligations) in the contract (that is, costs that relate to past performance)  

d) Costs for which an entity cannot distinguish whether the costs relate to unsatisfied 
performance obligations or to satisfied performance obligations (or partially satisfied 
performance obligations).” 

 
Investigative digs costs, which are resources required to fulfill contracts with customers, and relate to 
both satisfied performance obligations (i.e. gas delivered) and unsatisfied performance obligations (i.e. 
gas to be delivered) match at least one category of costs described above.  Therefore, US GAAP allows 
for expensing these costs as they are incurred. 
 
Costs incurred for investigative digs do not satisfy the criteria in ASC 360-10-30-1 (Property, Plant and 
Equipment) for recognition of costs incurred to acquire an asset and should be treated as an expense 
in the period that the costs are incurred.  Given the high degree of uncertainty about any future 
economic benefit of these costs, PNG(NE) submits that US GAAP does not allow for capitalization of 
investigative digs costs. 
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69.3.1 Please identify the relevant factors from PNG(NE)’s perspective that should 
be considered in determining the accounting treatment for investigative dig 
costs in accordance with US GAAP.  

Response: 
 
As capital expenditures are not probable at the time of the investigative digs, it would not be 
appropriate to capitalize this investigative work.  Costs incurred during a project preliminary phase 
prior to the construction of any project being “probable” are not able to be capitalized.  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 costs incurred for investigative digs, should be 
expensed. 
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 Reference: OPERATING EXPENSES 
Exhibit B-4, BCUC IR 2.1 
Account 665 - Pipelines 

In response to BCUC IR 2.1 in Exhibit B-4, PNG(NE) stated:  

PNG(NE) further notes that while the 2020 forecasted costs have been 
reduced due to more favorable contractor pricing for survey work, the 2021 
forecast provided in the Amended Application remains consistent with 
current expectations for the cost of ECDA and necessary resulting repairs. 
PNG(NE) will reflect a $35,000 reduction to contractor costs for Test Year 
2020 in the final regulatory schedules. 

 Please discuss the rate impact of the $35,000 reduction in contractor cots referenced 
in the preamble for each year of the Test Period. 

Response: 
 
The $35,000 reduction in contractor costs referenced for TR would result in an approximate rate 
decrease of 2% to customers in Test Year 2020 and a subsequent rate increase of approximately 2% in 
Test Year 2021. 
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 Reference: OPERATING EXPENSES 
Exhibit B-3, BCUC IR 7.1, 7.4  
Operation Field Staff Positions – New 

In response to BCUC IR 7.1 in Exhibit B-3, PNG(NE) stated: 

The costs associated with the two new utility person full-time equivalent 
positions are allocated to the various operating and maintenance expense 
and capital expenditure accounts where the labour activities are being 
performed, similar to other bargaining unit positions. PNG(NE) notes that 
bargaining unit employees complete time sheets to track the type and the 
location of activities they are working on. The labor costs are allocated 
according to specifically identifiable projects as per the time sheet details. 

In response to BCUC IR 7.4 in Exhibit B-3, PNG(NE) stated: 

In terms of cost savings, by reducing reliance on temporary employees, 
PNG(NE) will save $115,000 (between O&M and capital). PNG(NE) notes that 
the cost for the two FTE bargaining unit positions is approximately $194,000, 
and while on a net basis there are not significant savings as this change 
results in a reallocation of costs from contractors to employee labour, there 
are additional qualitative benefits… 

 Please provide a breakdown of the forecast costs and cost savings associated with 
the two new positions by account (O&M and Capital) for Test Year 2020 and 2021. 
Please include the following cost categories in the breakdown of cost savings; (i) 
temporary employees, (ii) summer students, and (iii) contractors. 

Response: 
 
PNG(NE) apologizes in advance for an error in budgeting and choice in words with regards to temporary 
employees in its response to BCUC IR 7.4.  First, PNG(NE) notes that O&M costs of $23,000 and $23,538 
associated with the temporary employees were inadvertently included in Test Years 2020 and 2021, 
respectively.  PNG(NE) proposes to remove these costs and will reduce BCUC Account 675 labour costs 
by $23,000 in the final regulatory schedules for Test Year 2020 and $23,538 for Test Year 
2021.  Secondly, PNG(NE) should have used the following wording in its response to BCUC IR 7.4:  “In 
terms of costs, by reducing reliance on temporary employees, PNG(NE) will not incur $115,000 
(between O&M and capital). 
 
Taking the foregoing into account, PNG(NE) provides the following response to this question. 
 
The costs of the two FTE bargaining unit positions of $194,000 is allocated approximately 20% to O&M 
and 80% to capital expenditures.  The $38,000 of O&M expenditures and the $156,000 of capital 
expenditures is spread over multiple BCUC accounts (including Operating Accounts 670, 675 and 688; 
and Capital Accounts 465, 473 and 475) based on the requirements for the various operating and 
capital activities planned for Test Years 2020 and 2021.   
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In terms of cost savings from temporary employees and contractors, PNG(NE) notes that this cannot 
be easily determined as temporary employees and contractors are primarily used for required capital 
projects which vary from year to year.  Temporary employee costs were historically allocated 20% to 
O&M activities and 80% to capital project activities and PNG(NE) will reflect the O&M savings of 
$23,000 in BCUC Account 675.  When preparing its operating and capital plans and related budgets, 
PNG(NE) allocates its internal manpower labour to the various planned operating and capital projects 
and utilizes contractors for any labour shortfalls identified.  
 
 As noted in the Amended Application and in responses to information requests (including BCUC IR 7.4 
and BCUC IR 7.5), PNG(NE) is establishing more full-time resources to help with emergency response 
and construction maintenance activities and is reducing its reliance on temporary employees and 
contractors to more effectively manage its operations.  PNG(NE) must continue to address heightened 
pipeline integrity programs, which lends itself to building institutional knowledge and training within 
the company.  The new full-time employees, with training and knowledge of regulations, policies and 
procedures, will assist in completing critical work necessary to maintain safe and reliable service.   
 
In previous years, PNG(NE) notes that it had developed a trusting working relationship whereby the 
contractor at times assisted PNG(NE) with emergency response activities such has hit lines, which is 
not typical for a gas utility in British Columbia.  With the termination of the service arrangement, it 
became apparent that PNG(NE) needed to supplement its resources and form its own internal crew in 
Fort St. John in order to effectively operate and maintain the natural gas system in the area, recognizing 
that it could supplement with contractors for project work as required.  PNG(NE) also notes that as its 
aging infrastructure becomes a more heightened risk, with an estimated 50% of its assets being greater 
than 50 years old, it is imperative that PNG(NE) have its own internal emergency response capability 
and not be too reliant on contractors.  The hiring of the two full-time employees also addresses 
demographic and work force challenges and are an element of PNG(NE)’s succession planning.  
Currently, PNG(NE) has an employee in the construction and maintenance department that is able to 
retire with an unreduced pension at any time.  By hiring these full-time employees, PNG(NE) can ensure 
there is a transfer of knowledge and better succession planning. 
 
PNG(NE) has already hired these positions to address the aforementioned emergency response, 
operational, construction and demographic challenges.  PNG(NE) felt it was reasonable to not hire the 
traditional temporary worker to partially offset the incremental costs of the new employees.    
 
PNG(NE) also notes that there are no cost savings associated with summer students, as PNG(NE) plans 
to hire two summer students in each of Test Year 2020 and 2021, similar to prior years. 
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 Reference: OPERATING EXPENSES 
Exhibit B-2 FSJ/DC, Section 2.6, p. 51; Exhibit B-3, BCUC IR 10.1, 10.2, 
10.2.1.1, 10.5 
Account 711/713/714 – New CIS System 

In response to BCUC IR 10.1 in Exhibit B-3, PNG(NE) 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. 
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Further, on page 51 of the PNG(NE) FSJ/DC Amended Application, PNG(NE) states that there 
is an “[i]ncreased cost allocation of approximately $195,000” in Test Year 2021 over Test Year 
2020, regarding Account 713 – Vancouver Vertex Billing Services. 
 

 Considering costs will be allocated to PNG(NE) divisions based on customer count, 
please explain whether and how often the allocation methodology will be updated 
based on changes in customer count.  

Response: 
 
PNG(NE) submits that PNG-West would review customers counts for each division and update these 
numbers in each revenue requirements application as has been historically done.  PNG(NE) notes that 
customer count is one of the cost allocators in determining shared services cost charges from PNG-
West to PNG(NE). 
 
 
 

 Please reconcile the 2021 forecast operating costs allocated to FSJ/DC in response to 
BCUC IR 10.1, as outlined in red above, to the increased cost allocation in Account 
713 of approximately $195,000 in Test Year 2021. As part of the reconciliation, 
please delineate the expected cost increases. 

Response: 
 
Please see the table that follows for the breakdown of costs under BCUC Account 713 for both Test 
Year 2020 and Test Year 2021 as provided in the response to a similar question in the PNG-West 202-
2021 RRA proceeding.  PNG(NE) notes that the increase of $195,000 referred to in the Amended 
Application, and as reproduced in the preamble to this question, should have referred to an increase 
of $186,000, and is represented by the first line item in the table.  The sum of the new CIS shared 
services costs included in BCUC Account 713 and outlined in red in the preamble of $405,881 ($263,269 
+ $132,778 + $9,834) is represented by the second line item in the table. 
 

 
 
  

BCUC Account 713 Test Year Test Year

PNG(NE) FSJ/DC 2021 2020 Difference

CIS old outsourcing contract 95,859                       281,801                     (185,942)                   

CIS new shared services and licenses 405,881                     -                              405,881                     

Bill Presentment and Remittances 140,462                     177,588                     (37,126)                     

Postage and other 168,458                     166,630                     1,828                         

Sub-total External costs 810,660                     626,019                     184,641                     

Other costs - data lines/AGAT sampling 35,180                       34,465                       715                             

845,840                     660,484                     185,356                     

Shared Services from Parent 511,000                     502,000                     9,000                         

1,356,840                 1,162,484                 194,356                     
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In response to BCUC IR 10.2 in Exhibit B-3, PNG(NE) stated: 

…PNG Consolidated expects to realize savings of approximately $100,000 on an 
annual basis and has reflected the proportionate savings in Test Year 2021. 

PNG Consolidated 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 Consolidated expects that less internal resources will be 
required with the new system and plans to reduce the CIS technical support 
group by one headcount. PNG Consolidated is also assessing redeploying the 
Customer Care resource to other work. The CIS technical support group 
headcount will coincide with the anticipated employee retirement. [Emphasis 
Added] 

In response to BCUC IR 10.2.1.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) notes that there are no estimated cost savings from the CIS solution 
reflected in the financial schedules… PNG(NE) determined that the joint CIS 
project with its sister utilities was the best path forward in view of current 
circumstances and the need to for a new CIS solution. This enables PNG(NE) to 
achieve lower implementation costs and will also result in further financial 
benefits commencing in Year 2022 from lower resources required n the CIS 
technical support group and redeployment of customer care resources. 
[Emphasis Added] 

 Please provide a breakdown of the expected cost savings to be realized from the new 
CIS system by each of the divisions (PNG West, PNG(NE) FSJ/DC and TR) commencing 
in Year 2022 and onwards.  

Response: 
 
PNG(NE)’s analysis of the new CIS system indicates that for the 15-year expected life of the new asset, 
PNG consolidated would see an overall net reduction in its cost of service as a result of the following: 
expected savings to be realized from lower bill presentment costs due to the consolidation of these 
services with its sister utilities under a common provider; planned reduction of one CIS technical 
support staff; and the potential reduction of one customer service staff in field operations. 
 
PNG(NE) anticipates that higher costs for the new CIS system for the first 10 years will be significantly 
reduced in the remaining 5 years due to the full depreciation of the asset resulting in nil charges from 
TriSummit Utilities Inc. (TSU, formerly ACI) for the capitalized implementation costs in these final years.   
 
Therefore, PNG(NE) anticipates that net expected cost savings from the new CIS system will not be 
realized until 2032 onwards. 
 
PNG(NE) reiterates that the new CIS system is not being pursued as a cost-saving measure, but rather 
out of necessity.  As noted in Section 2.3.5 Account 711/713/714 – Customer Care of the Amended 
Application, PNG has made use of the legacy Banner CIS system, hosted by Vertex (formerly Enlogix), 
since 1998 and has been reliant on the fact that Union Gas also uses the Banner CIS system.  With the 
amalgamation of Enbridge Gas Distribution and Union Gas, Union Gas has made the decision to 
migrate to an SAP billing system.  Aware of Union Gas’ plan to leave the Banner CIS system, PNG has 
been exploring alternatives in anticipation of Vertex no longer supporting the product.   
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 Please provide the anticipated cost saving for PNG(NE) divisions, if any, as a result of 
one less CIS support technician. 

Response: 
 
PNG(NE) expects to reduce its cost of service by approximately $46,000 to $64,000 for the FSJ/DC 
division and $3,000 to $4,200 for the TR division from having one less CIS support technician. 
 
 

In response to BCUC IR 10.1 in Exhibit B-3, PNG(NE) stated: 

4. BCUC 487 - Direct Capital Costs – as noted in the Amended 
Application and the preamble, PNG will incur direct capital costs for 
SAP licenses and data extraction from Banner to VertexOne to be 
allocated to PNG-West and the PNG(NE) divisions as follows: 

In response to BCUC IR 10.5 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) confirms that the data extraction costs totalling approximately 
$12,000 have been allocated to the TR division and are capitalized. These 
costs are reflected as a plant addition under BCUC account 489 in Test Year 
2021. 

 Please confirm, or explain otherwise, that the response to BCUC IR 10.5 should read 
“these costs are reflected as a plant addition under BCUC account 487” rather than 
“489”. 

Response: 
 
Confirmed.  PNG(NE) apologizes for any inconvenience arising from this typographical error. 
 
 

72.5.1 If confirmed, please reconcile the amount allocated to TR of $6,048 in Test 
Year 2021, in response to IR 10.1, to the approximate $12,000 data 
extraction costs allocated to the TR division, in response to IR 10.5. 

Response: 
 
PNG(NE) notes that the response to BCUC IR 10.5 should have stated that the approximate $12,000 
data extraction cost allocated to TR are reflected in plant additions under BCUC 487 for both Test Years 
2020 and 2021.  In the response to BCUC IR 10.1 (item 4 BCUC 487), PNG(NE) noted that the TR division 
will be allocated a total of $17,115 of direct capital costs for the new CIS project for the years 2019, 
2020 and 2021, which includes the approximate $12,000 of data extraction costs.  The $6,048 is the 
portion of the $17,115 total capital cost that is allocated to TR for Test Year 2021. 
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72.5.2 If not confirmed, please provide the methodology for allocating data 
extraction costs between Account 487 and 489.  

Response: 
 
Not applicable.  Please see the response to Question 72.5.1. 
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 Reference: OPERATING EXPENSES 
Exhibit B-3, BCUC IR 11.2 
Account 688 – Other General Operations 

In response to BCUC IR 11.2 in Exhibit B-3, PNG(NE) stated: 

The cost for third party welders was $397,621 for 2018 and $188,008 for 
2019. A large part of the reliance on third parties relates to unanticipated 
events, such as leaks and emergencies, which are difficult to forecast into a 
cost savings. However, PNG(NE) notes that with properly trained and 
qualified personnel, the internal welders will be utilized when possible. An 
in-service weld performed by a third party can cost between $20,000-
$100,000 and is dependent upon the nature of the requirements. 

 Please clarify whether any reduction in forecast welding costs is reflected in the Test 
Period as a result of utilizing internal welders rather than third-party welders. If not, 
please explain why not. 

Response: 
 
When considering the scope, quantity, and cost variability of unplanned, emergent work such as leaks 
requiring in-service welding, forecast costs are not easily quantified.  As a result, no reductions relative 
to 2019 actuals have been applied within the Test Period.  Where possible, PNG(NE) welders will be 
used, reducing the cost of the in-service welding aspect of repairs.  
 
 

 
 Please quantify the expected savings and provide the expected timing of when these 

savings will be achieved.  

Response: 
 
Please see the response to Question 73.1. 
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 Reference: OPERATING EXPENSES  
Exhibit B-2 TR, Section 3.2.2.1, p. 85; Exhibit B-4, BCUC IR 3.1; Exhibit B-5, 
BCOAPO IR 6.1 
Other – Including Account 673 

In response to BCUC IR 3.1 in Exhibit B-4, PNG(NE) provided the following breakdown of 
expenditures for “Other – Including Account 673” for Actual and Decision 2019 and Test Year 
2020 and 2021: 

 

 Please explain the methodology used to forecast the Test Year 2020 and 2021 labour 
costs of $65,000 and $50,000 respectively. 

Response: 
 
PNG(NE) used historical budgets to develop the forecast for Test Year 2020 labour costs of $65,000, as 
it is anticipated that theses costs will be similar in 2020.  For Test Year 2021 labour costs were reduced 
in the meter reading element of this account to make allowances for the impact of the deployment of 
AMR in Tumbler Ridge.  
 
 
 

 Please explain why the Test Year 2020 labour forecast is expected to be in line with 
the Decision 2019 amount of $63,000 rather than Actual 2019 of $14,000. 

Response: 
 
PNG(NE) expects the labour forecast for Test Year 2020 to be in line with the Decision 2019 rather than 
Actual 2019.  The main reason for the differential in 2019 between Actual and Decision is primarily 
associated with a Dawson Creek Measurement Technician being ill and then retiring, resulting in no 
Measurement Technician being available during 2019 to undertake non-priority maintenance activities 
in Tumbler Ridge.  The Dawson Creek Measurement Technician position has now been filled and 
normal service is expected in 2020.  
 
A further factor that was considered in the development of the 2020 forecast is the number of meter 
recalls that are anticipated in the town of Tumbler Ridge, which are expected to increase from 54 in 
2019 to 100 in 2020.  
 
For these reasons PNG(NE) believes that the Test Year forecast should remain as presented.  
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In relation to Account 673/675/712/718 – Other, on page 85 of the TR Amended Application, 
PNG(NE) states: 

The actual costs for 2019 included in this account are $74,000 or 52.7% 
lower than those approved under Decision 2019. This is primarily due to 
lower labour costs incurred during the year as a result of a decline in 
customer activity due to the downturn in the economy, particularly 
impacting housing developments in the Tumbler Ridge area. 

In response to BCOAPO IR 6.1, PNG(NE) stated: 

Within the TR Division, PNG(NE) is forecasting little or no organic growth 
during the test years, however, PNG(NE) is projecting an increase in the CNRL 
load in 2020, as compared to 2019, of approximately 70 TJ or 10 percent. 

 Please confirm whether the expected increase in the CNRL load in 2020 was 
considered in the development of the labour forecast of $65,000 included in “Other 
– Including Account 673” for Test Year 2020. 

Response: 
 
PNG(NE) can confirm that the expected increase in CNRL load in 2020 was considered in the 
development of the labour forecast.  However, it was deemed not to have any material impact upon 
labour forecast.  
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E. MAINTENANCE EXPENSES 

 Reference: MAINTENANCE EXPENSES 
Exhibit B-2 FSJ/DC, Section 2.4.4, p. 37; Exhibit B-3, BCUC IR 13.1, 13.1.1, 
13.2;  
Leak Repair Activities 

In response to BCUC IR 13.1 in Exhibit B-3, PNG(NE) stated: 

The increase is comprised of greater internal labour and contractor costs, 
both of which are attributed to an anticipated increase in the quantity of 
leak instances requiring intervention. The anticipated leaks are primarily the 
result of leaking dresser fittings and flanges. 

 Please clarify whether the anticipated increase in the quantity of leak instances 
requiring intervention is as a result of dresser fittings and flanges leaking at a greater 
frequency than in previous years. If so, please explain. If not, please discuss other 
reasons for the anticipated increase in number of leaks. 

Response: 
 
PNG(NE) confirms that the anticipated increase in the quantity of leak instances requiring intervention 
is a result of fittings and flanges leaking at a greater frequency than in previous years.  The increased 
quantity and frequency are due to the continued aging of the infrastructure.   As the fittings age, the 
seals deteriorate and it takes less ground movement to cause a failure. 
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Further, in response to BCUC IR 13.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) further notes an anticipated increase in leak prevention activity by 
way of integrity dig and coating and corrosion repair response via ECDA that 
follow DCVG or other over-the-line assessments. The leak repair cost table, 
and cost growth, is a result of recent under ground and above ground leak 
trends, independent of cost growth associated with investigative digs. 

In response to BCUC IR 13.1.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) submits that there is a necessary distinction between leak repairs 
(unplanned reactive response to a leak related gas release) and leak 
prevention provided by integrity digs and subsequent coating and corrosion 
repairs that result from DCVG surveys. 

In response to BCUC IR 13.2 in Exhibit B-3, PNG(NE) stated: “Given that leak repairs result 
primarily from leaking dresser fittings, flanges, and to a lesser extent, undetected coating 
failure related corrosion leaks, costs will continue as long as these conditions exist in the 
PNG(NE) system.” 
 
On page 37 of the Amended Application, PNG(NE) states: 

The costs in this line include all other accounts not otherwise listed in the 
table…Test Year 2020 costs of $191,000 are forecast to increase by $73,000 
or 61.4% over Decision 2019 costs of $118,000…Test Year 2021 costs of 
$195,000 are considered comparable to Test Year 2020 and reflect 
inflationary pressures on underlying costs. 

 Please clarify whether leak prevention activities, which are planned and involve 
integrity digs as well as coating and corrosion repair response, are accounted for in 
the same maintenance expense account as leak repair activity, which are unplanned 
and primarily result from leaking dresser fittings and flanges. If not, please explain 
why not, and specify the account.  

Response: 
 
PNG(NE) notes that the activities are different.  Leak prevention is a preventative measure as outlined 
in PNG(NE)’s Integrity Management Plan (IMP).  Leak repair is the reactive repair once a leak has been 
identified.  Integrity dig, leak prevention, and leak repair related account codes are as follows: 

 Integrity Digs – Account 665 

 Leak Prevention via CIS and other Surveys – Transmission - Account 665 

 Leak Prevention via Surveys – Distribution – Account 675 

 Leak Repairs – Transmission – Account 865 

 Leak repairs – Distribution – Account 875 

 Proactive Dresser Removal Program – Account 475 
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 Please provide a breakdown of the cost forecast for “All Other” maintenance 
expense line item for both Test Year 2020 and 2021. 

Response: 
 
Please see the table that follows. 
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F. ADMINISTRATIVE & GENERAL EXPENSES 

 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2 FSJ/DC, Section 2.5.8, p. 43; Exhibit B-2 TR, Section 2.5.8, p. 41 
Exhibit B-3, BCUC IR 15.3, 15.5 
Shared Corporate Services Costs – Deferral Account – Amortization  

On page 43 of the FSJ/DC Amended Application and page 41 of the TR Amended Application, 
PNG(NE) states: “PNG(NE) will seek approval for the amortization of this deferral account in 
future years as PNG(NE) attaches more customer volumes in the system.” 
 
In response to BCUC IR 15.3 in Exhibit B-3, PNG(NE) stated:  

PNG(NE) is forecasting low or near zero growth in load in the FSJ/DC Division, 
with residential and small commercial customer additions offset by a 
continuing decline in use-per-account  

Within the TR Division, PNG(NE) is forecasting little or no organic growth 
during the test years, however, PNG(NE) is projecting an increase in the CNRL 
load in 2020, as compared to 2019, of approximately 70 TJ or 10 percent 

In response to BCUC IR 15.5 in Exhibit B-3, PNG(NE) stated: “…PNG(NE) proposes to 
commence amortization of the deferral account when the economic circumstances improve 
and will revisit this matter in the 2022-2023 RRA submission.” 
 

 Under a scenario whereby additional customer volumes on the PNG(NE) system do 
not materialize over the next few years, please discuss PNG(NE)’s proposed 
treatment of the deferral account.  

Response: 
 
At this time, PNG(NE) does not have a proposal for the disposition of the deferral account should 
additional customer volumes on the PNG(NE) system not materialize over the next few years.  As noted 
in response to BCUC IR 15.5, PNG(NE) will revisit this matter in the 2022-2023 RRA. 
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76.1.1 Specifically, please discuss whether PNG(NE) would propose to amortize the 
deferral account in the absence of additional customer volumes on the 
PNG(NE) system. If yes, please discuss the circumstances under which this 
would be proposed. If not, please discuss why not.   

Response: 
 
PNG(NE) may consider the amortization of the deferral account in the absence of additional customer 
volumes on its system and notes that one of its priorities in recent years has been to attract new 
customers in all service areas.  However, given the current economic conditions for certain industries 
in the region, this objective has not been met.  PNG(NE) will continue to work towards growing its 
customer base and, as noted in response to Question 76.1, will revisit this matter in the 2022-2023 
RRA submission where it will seek BCUC approval for its amortization proposal. 
 
 
 

 Please explain the pros and cons of establishing a new deferral account without a set 
amortization start date nor amortization period.  

Response: 
 
Although this is not a preferred alternative, PNG(NE) notes that there have been circumstances in the 
past where deferral accounts have been established without a set amortization start date nor 
amortization period.  As noted, this is not a preferred approach, however it provides flexibility on 
determining the appropriate time and period of amortization in the future to mitigate the impacts on 
customer rates, although it does raise the matter of intergenerational equity for customers.  
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 Reference: ADMINISTRATIVE & GENERAL EXPENSES 
Exhibit B-2 FSJ/DC, Tab 2, pp. 19-20; Exhibit B-2 TR, Tab 2, pp. 14-15; Exhibit 
B-4, BCUC IR 6.1; PNG-West Division 2013 RRA proceeding, Order G-114-13 
with reasons for decision dated August 1, 2013, Section 6.4, pp. 44-45 
Shared Corporate Services Costs – Deferral Account – Interest Expense  

On pages 19 and 20, Tab 2, of the Amended Application for the FSJ/DC Division, PNG(NE) 
presents the continuity of deferred charges for the Test Years 2020 and 2021. Line 28 of each 
page is the Shared Corporate Services Deferral, and it states the interest rate is “STI”. 
 
Further on pages 14 and 15, Tab 2, of the Amended Application for the TR Division, PNG(NE) 
presents the continuity of deferred charges for the Test Years 2020 and 2021. Line 31 on 
page 14 and line 30 on page 15 is the Management Fee Adjustment deferral account, and it 
states the interest rate is “STI”.  
 
In response to BCUC IR 6.1 in Exhibit B-4, PNG(NE) clarified:  

PNG(NE) submits that the description of this [Management Fee Adjustment] 
deferral account is in error. The description should be “Shared Corporate 
Service Costs Deferral.”  

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.  

 Please confirm, or explain otherwise, that PNG’s short-term interest cost is the rate 
applied to the Shared Corporate Service Costs Deferral account and provide a 
justification for the proposed interest rate.  

Response: 
 
PNG(NE) confirms that the short-term interest cost is the rate that was applied to the Shared Corporate 
Service Costs Deferral account in the Amended Application.  PNG(NE) had anticipated that this deferral 
would be amortized commencing in 2022 but had incorrectly applied the short-term interest rate.  
PNG(NE) considers that applying the WACD rate would be more appropriate as it anticipates a longer 
amortization period, as noted in response to Question 77.2.  PNG(NE) proposes to amend its final 
regulatory schedules to reflect this change. 
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 Please discuss the likelihood that the amortization period for the Shared Corporate 
Service Costs Deferral account will be greater than one year. 

Response: 
 
PNG(NE) considers that the amortization period for the Shared Corporate Service Costs Deferral 
account will be greater than one year.  Please see the response to Question 77.1. 
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G. DEFERRAL ACCOUNTS 

 Reference: DEFERRAL ACCOUNTS 
Exhibit B-3, BCUC IR 22.1; Exhibit B-4, BCUC IR 5.1 
Plant Gains and Losses 

In response to BCUC IR 22.1 in Exhibit B-3, PNG(NE) provided a list of the assets that were 
disposed of or retired in 2018 and 2019 for the Fort St John’s and Dawson City Division that 
resulted in additions to the Plan Gains and Losses – deferral account.   
 
And in response to BCUC IR 5.1 in Exhibit B-4, PNG(NE) provided a list of the assets that were 
disposed of or retired in 2018 and 2019 for the Tumbler Ridge Division that resulted in 
additions to the Plan Gains and Losses – deferral account. Extracts of the tables are included 
below. 

 
 Please comment on why the following assets were disposed of or retired prior to the 

end of their useful life with no salvage value: 

Division 
and Year 

Asset Estimated 
Useful 

Life 

Acquisition 
Year 

NBV December 
31, 2019 

FSJ 2019 Service Line Disposals - 1996 Pool 50 1996 18,220.92 

FSJ 2018 Service Line Disposals - 1996 Pool 50 1996 9,719.98 

DC 2018 1220m 60.3mm St Pipe - Bessborough 60 1986 43,575.38 

TR 2019 600m 114mm Y J Coaled Pipe - MP 8.15 
Flatbed Creek 

60 1975 20,259.08 

Response: 
 
There was no salvage value related to the disposals as the assets were retired in place and there was 
no scrap metal that could be recovered and sold. 
 
FSJ 2018/2019 – Service Line Disposals – 1996 Pool 
These lines were disposed of as they were no longer required. 
 
DC 2018 – 1220m 60.3m St Pipe – Bessborough 
This asset was subject to geotechnical failure related displacement and a requirement to relocate in 
order to accommodate a highway reconstruction project resulting from the ongoing and severe 
geotechnical instability.  Following the relocation, the pre-existing asset was retired in place.  
 
TR 2019 – 600m 114mm YJ Coated Pipe – MP 8.15 Flatbed Creek 
This asset was subject to ongoing geotechnical failure of the slopes on either side of the creek crossing 
and pipeline exposure, external coating damage, and pipeline deformation as a result of high gradient 
stream seasonal erosion and material transport.  The pipeline was replaced via horizontal directional 
drill at significantly greater depth and the pre-existing asset retired in place.  
 
 
 

 
  



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 38 of 94 

 
 

 Please comment on whether these asset categories are being under depreciated, 
and if the estimated useful lives should be re-visited and/or revised.  

Response: 
 
PNG(NE) notes that, on the average, these asset categories are not being under depreciated as there 
will be assets that are retired prior to or after their estimated useful lives.  PNG(NE) also notes that the 
useful lives of all assets are the subject of periodic depreciation studies and subsequent adjustments 
that result from these studies.  PNG(NE) notes that depreciation studies are performed approximately 
every five years, with the most recent study completed in 2017, with updated rates implemented 
effective 2018. 
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H. SHARED SERVICES RECOVERY FROM PNG(NE) 

 Reference: SHARED SERVICES COST ALLOCATION TO PNG(NE) FSJ/DC DIVISION AND TR 
DIVISION 
PNG-West Division 2020-2021 RRA proceeding, Exhibit B-3, BCUC IR 10.1.1; 
PNG-West Division 2018-2019 RRA proceeding, Exhibit B-3, BCUC IR 46 
Series, Attachment BCUC 1.46a, pp. 12, 24 
Maximo Sustainment Costs 

In response to the BCUC IR 46 series in the PNG-West 2018-2019 RRA proceeding, PNG 
provided Attachment BCUC 1.46a which included the PNG GIS Implementation Business 
Case, and on page 12 of the attachment it stated:  

Experience with Maximo integration — PNG is undertaking an 
implementation of a Computerised Maintenance Management System 
(CMMS) based on the IBM Maximo software application. AUI has a mature 
implementation of Maximo and experience in developing and supporting its 
interface with its GIS. AUI can provide directly applicable and cost effective 
expertise in integrating GIS with Maximo. 

Further in response to BCUC IR 10.1.1 in the PNG-West 2020-2021 RRA proceeding, PNG 
stated:  

Computerized Maintenance Management Systems (CMMS): PNG is 
implementing the Maximo system to support the planning and scheduling of 
all associated preventative maintenance and capital work. Maximo provides 
comprehensive support of PNG assets, maintenance, resource, and parts 
supply chain management needs. The CMMS provides enterprise asset 
management software for long and short-term planning, preventive, reactive 
and condition-based maintenance, schedule management, resource 
optimization and key performance indicators. 

 Please clarify whether “CMMS” and “Maximo” are references the same PNG system. 
If not, please discuss the differences between the two systems.   

Response: 
 
PNG(NE) confirms that CMMS and Maximo refer to the same asset management system to be 
implemented for both PNG(NE) and PNG-West. 
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In response to the BCUC IR 46 series in the PNG-West 2018-2019 RRA proceeding, and as 
stated above, PNG provided Attachment BCUC 1.46a. On page 24 of the attachment Figure 2 
illustrates the Network Architecture Diagram, reproduced below.  
 

 
 Considering the recent system upgrades, please confirm, or explain otherwise, that 

the Maximo system only interfaces with the GIS system.   

Response: 
 
Not confirmed.  In addition to an interface with the GIS system, the Maximo system will also be 
configured to directly interface with the new CIS system.  The interface with the CIS will allow work 
orders generated in the new CIS system to be managed through the Maximo work management 
system.  In addition, the CIS interface to Maximo will also enable better tracking and management of 
meters.   
 
 
 

79.2.1 If not confirmed, please list the other system(s) Maximo is connected to or 
interfaces with, and if not provided in the Amended Application, please 
describe the system(s). 

Response: 
 
Please see the response to Question 79.2. 
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 Please update the above network architecture diagram to reflect the recent system 
upgrades and include any other systems the GIS project will connect to, or interface 
with.  

Response: 
 
The network architecture diagram presented in the preamble to Question 79.1 remains current.  
PNG(NE) is developing an interim interface between the existing Banner Customer Information and 
Billing System (CIS) and GIS.  The project to install and commission a new CIS includes within its scope 
the creation of an interface to GIS.  
 
 
 

 Please provide a similar network architecture diagram for (1) the Asset Record 
Modernization (ARM) project, and (2) the hydraulic modeling software (i.e. Synergi 
Gas software).  

Response: 
 
The Asset Records Modernization (ARM) project is comprised of the digitization and updating of 
PNG(NE)’s physical asset records, culminating with the hosting of these digital records in an online/ 
electronic platform.  This project is not expected to have any significant network architecture and/or 
interfaces of similar nature to those presented in the preamble to this series of questions or as noted 
in response to Question 79.3.  
 
Given that the hydraulic modelling software upgrade/supplement project has not yet commenced, 
PNG(NE) is not in a position to speak to eventual solution-related network architecture.  
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 Reference: SHARED SERVICES COST ALLOCATION TO PNG(NE) FSJ/DC DIVISION AND TR 
DIVISION 
Exhibit B-2 FSJ/DC, Section 2.6, pp. 47, 49; TR, Section 2.6, p. 47; Exhibit B-
3, BCUC IR 18.1, 18.1.1 and 18.2; PNG-West 2020-2021 RRA proceeding, 
Exhibit B-2, Section 2.5.1, p. 53; Exhibit B-3 PNG-West, BCUC IR 21.2, 23.2 
and 24.1 
721 – Administration 

On page 49 of the FSJ/DC Amended Application, regarding Test Year 2020 costs in Account 
721 – Administration, PNG(NE) states:  

Increased cost allocation of approximately $253,000 due to:  

Overall cost pool increase of approximately $857,000 due to a number of 
factors, including: JDE sustainment costs; higher Vancouver office rent; costs 
associated with transitioning to Microsoft 365; costs related to the HRIS; and 
general inflationary costs increases on all costs in this cost pool over Decision 
2019 amounts.  

On page 47 of the TR Amended Application, increases in Account 721 for Test Year 2020 are 
noted by PNG(NE), and this increase is supported with a similar explanation.  

In response to BCUC IR 24.1 in the PNG-West 2020-21 RRA proceeding, 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. 

 Please provide the rent cost allocated to each of the PNG(NE) Divisions (FSJ/DC and 
TR) for the Test Year 2020 and 2021. 

Response: 
 
Please see the table that follows. 
 

 
 
 

 
  

Allocation of Vancouver Office Base Rent

Test Period Total Rent FSJ/DC TR

Total

PNG(NE)

30.8% 2.0% 32.8%

2020 450,000$                138,600$       9,000$       147,600$              

30.2% 2.0% 32.2%

2021 462,910$                139,799$       9,258$       149,057$              
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On page 53 of the PNG-West Amended Application, PNG provides the following table 
showing the allocation of JDE system costs between the divisions: 

 

In response to BCUC IR 18.1 in Exhibit B-3, PNG(NE) stated: 

Please see the table that follows which summarizes the operating costs 
recorded in BCUC Account 721 for the noted systems. There are no capital 
costs associated with the JDE system, the HRIS system or the Microsoft 365 
transition for Test Year 2020 as they were incurred in 2019. 

 
 Please confirm, or explain otherwise, that the revised allocation of JDE system costs 

between PNG-West and FSJ/DC for Test Year 2020 as provided in response to BCUC 
IR 18.1 are the final forecast allocated costs and that the forecast costs for Test Year 
2021 continue to be consistent with Table 21 in the preamble. 

Response: 
 
PNG(NE) notes that Table 21 included in the PNG-West Amended Application was based on initial 
amounts allocated to each division, and that a decision was subsequently made to allocate costs as an 
element of the Shared Services Cost allocation.  This resulted in some presentation errors in the 
referenced PNG-West Amended Application Table 21.  A revised Table 21 is presented as follows: 
 

 
 

PNG-West Amended Application Table 21 - Revised

PNG-West FSJ/DC TR Total PNG-West FSJ/DC TR Total

AUI Shared Services Agreement -                  

Capital Cost Recovery 721 128,390         58,790           3,820             191,000         174,769         78,019           5,212             258,000         

IT Maintenance Cost Recovery 721 75,959           34,781           2,260             113,000         94,836           42,336           2,828             140,000         

204,349         93,571           6,080             304,000         269,605         120,355         8,040             398,000         

Annual Software Maintenance Fee 721 53,776           24,624           1,600             80,000           66,385           29,635           1,980             98,000           

General & Administrative Cost 721 258,125         118,195         7,680             384,000         335,990         149,990         10,019           496,000         

Per Amended Application 242,000         134,000         8,000             384,000         312,000         173,000         11,000           496,000         

Variance 16,125           (15,805)         (320)               -                  23,990           (23,010)         (981)               -                  

Expense Item
BCUC 

Account

Test Year 2020 Test Year 2021
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 Please reconcile the 2020 forecast operating costs allocated to FSJ/DC in response to 
BCUC IR 18.1 ($147,200) to the increased cost allocation attributable to FSJ/DC for 
account 721 (approximately $253,000).  Please also reconcile the total operating 
costs in response to BCUC IR 18.1 ($496,000) to the overall cost pool increase for 
Account 721 (approximately $875,000).  

Response: 
 
Table BCUC 80.3a that follows illustrates the $857,000 increase in the Account 721 – Administration 
cost pool for Test Year 2020 over Decision 2019, as noted on page 49 of the FSJ/DC Amended 
Application.  The table also highlights the cost pool components for JDE, HRIS and Microsoft 365 
totalling $496,000 as noted in response to BCUC IR 18.1. 
 
Table BCUC 80.3a  

  
 
Table BCUC 80.3b on the page that follows illustrates the allocation of the Account 721 – 
Administration cost pool to the FSJ/DC and TR divisions for Test Year 2020 compared to Decision 2019.  
This table also highlights that the increased cost allocation to FSJ/DC from Decision 2019 to Test Year 
2020 of $255,000. 
 
Lastly, Table BCUC 80.3c on the page that follows illustrates the allocation of the JDE, HRIS and 
Microsoft 365 elements of the Account 721 – Administration cost pool to the FSJ/DC and TR divisions 
for Test Year 2020.  This table also highlights the cost allocation of these amounts to FSJ/DC in Test 
Year 2020 of $147,000. 
  

Decision Test Year

Cost Element 2019 Variance 2020

Vancouver Labour Labour 3,376,986$  76,674$        3,453,660$  

Benefit Load 1,095,806    24,771          1,120,577    

4,472,792    101,445        4,574,237    

Vancouver - Other

JDE System Contractor -                 384,379        384,379        

HRIS Contractor -                 76,554          76,554          

Microsoft 365 -                 35,000          35,000          

-                 495,933        495,933        

Microsoft - Other Contractor 89,995          55,805          145,800        

89,995          551,738        641,733        

Other Miscellaneous 1,123,556    203,367        1,326,923    

1,213,551    755,105        1,968,656    

5,686,343$  856,550$     6,542,893$  

Administration 721

Shared Services Cost Pool
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Table BCUC 80.3b 

 
 
Table BCUC 80.3c 

 
 
 

 

Allocation of Administration 721 Cost Pool

Labour: Decision 2019 Test Year 2020 Decision 2019 Variance Test Year 2020

FSJ 16.2% 16.2% 724,592$     16,434$        741,026$     

DC 10.4% 10.4% 465,170        10,550          475,721        

1,189,763    26,984          1,216,747    

TR 1.7% 1.7% 76,037          1,725            77,762          

1,265,800    28,709          1,294,509    

HRIS: Decision 2019 Test Year 2020

FSJ n/a 13.0% -                 9,952            9,952            

DC n/a 10.7% -                 8,191            8,191            

-                 18,143          18,143          

TR n/a 1.5% -                 1,148            1,148            

-                 19,292          19,292          

Other:

FSJ 18.7% 18.8% 226,934        128,781        355,715        

DC 12.0% 12.0% 145,626        81,426          227,052        

372,560        210,207        582,767        

TR 2.0% 2.0% 24,271          13,571          37,842          

396,831        223,778        620,609        

1,662,631$  252,487$     1,915,119$  

Consolidated:

FSJ 18.7% 18.8% 951,526$     155,167$     1,106,694$  

DC 12.0% 12.0% 610,797        100,168        710,964        

1,562,323    255,335        1,817,658    

TR 2.0% 2.0% 100,308        16,444          116,752        

1,662,631    271,779        1,934,410    

1,662,631$  271,779$     1,934,410$  

Allocation of HRIS/JDE/Microsoft 365 Costs

HRIS: Decision 2019 Test Year 2020 Decision 2019 Variance Test Year 2020

FSJ n/a 13.0% -$              9,952$          9,952$          

DC n/a 10.7% -                 8,191            8,191            

-                 18,143          18,143          

TR n/a 1.5% -                 1,148            1,148            

-$              19,292$        19,292$        

JDE/Microsoft 365:

FSJ 18.7% 18.8% -$              78,843$        78,843$        

DC 12.0% 12.0% -                 50,325          50,325          

-                 129,169        129,169        

TR 2.0% 2.0% -                 8,388            8,388            

-$              137,556$     137,556$     

HRIS/JDE/Microsoft 365:

FSJ 18.7% 18.8% -$              88,795$        88,795$        

DC 12.0% 12.0% -                 58,517          58,517          

-                 147,312        147,312        

TR 2.0% 2.0% -                 9,536            9,536            

-$              156,848$     156,848$     
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In response to BCUC IR 21.2 in the PNG-West 2020-2021 RRA proceeding,  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: 

 

On page 47 of the FSJ/DC Amended Application, regarding JDE ERP and HRIS sustainment 
costs respectively, PNG(NE) states:  

PNG’s costs are forecast to be $384,000 in 2020 (10 months) and $496,000 
for 2021 (full year).  

On a consolidated basis for PNG and PNG(NE), these costs have been 
forecast at $58,000 for Test Year 2020, reflecting the cost of monthly and 
implementation charges, and $90,000 for Test Year 2021, reflecting the cost 
of monthly charges for a full year. 
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 Please provide a table illustrating the total actual to date and forecast 
implementation costs, including prepaid implementation costs, for the JDE, HRIS 
systems and Microsoft 365 transition, by account (operating and capital) and all 
relevant years (i.e. 2019, 2020 and 2021) for each division.  

Response: 
 
During the review of the PNG-West IR No. 2 responses, it was identified that PNG-West had made an 
error in outlining the costs associated with the Microsoft 365 upgrade.  As noted in response to BCUC 
IR 104.1 in the PNG-West 2020-2021 RRA proceeding, incremental contractor costs associated with 
moving to Microsoft 365 are $115,000.  This $115,000 is the net increase for purchasing Microsoft 365 
licenses as well as backing up and securing the data.  This transition was mandatory as Microsoft is no 
longer supporting the platform that PNG(NE) (and many other companies that use Microsoft Office 
products) was on.  The $35,000 amount included in Table 18.1 was incorrect. 
 
Based on the foregoing, presented in the following table are the JDE costs, the HRIS costs, and the 
incremental Microsoft 365 contractor costs. 
 

 
 
 

 
  

Total PNG-West FSJ/DC TR Total PNG-West FSJ/DC TR Total PNG-West FSJ/DC TR

JDE system -capital 490 -          -          -          -          -          -          -          -          530,000 333,700 184,600 11,700   

JDE system -operating 721 496,000 336,000 150,000 10,000   384,000 258,400 118,300 7,700     -          -          -          -          

HRIS system -operating 721 90,000   70,000   19,000   1,000     77,000   57,300   18,100   1,200     -          -          -          -          

Microsoft 365 transition -operating 721 117,300 79,412   35,542   2,346     115,000 77,280   35,420   2,300     -          -          -          -          

703,300 485,412 204,542 13,346   576,000 392,980 171,820 11,200   530,000 333,700 184,600 11,700   

BCUC 

Account

Test Year 2021 Test Year 2020 Actual 2019
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 Please provide a breakdown of the annual ongoing costs for the JDE, HRIS and 
Microsoft 365 transition by division between ongoing subscription costs, prepaid 
implementation costs amortized each year, and any other ongoing costs.  

Response: 
 
PNG(NE) notes that there are no ongoing subscription and prepaid implementation costs for the JDE 
and Microsoft 365 transition costs.  All of those costs are ongoing and are as presented in the table 
provided in response to Question 80.4. 
 
For the HRIS system, please see the table that follows. 
 

 
 
 

In response to BCUC IR 18.1.1 in Exhibit B-3, PNG(NE) stated: 

The costs noted are all part of the PNG-West shared services 721 – 
Administration cost pool and are allocated on the following bases: 

 JDE System – allocated based on composite average allocator 

 HRIS System – allocated based on employee count allocator 

 Microsoft 365 – allocated based on composite average allocator 

 Please explain why the composite average allocator was selected as the basis for 
allocating costs associated with the new JDE system and Microsoft 365 to the PNG 
divisions (West, FSJ/DC and TR). 

Response: 
 
Historically, PNG-West has applied the composite average allocator to all non-labour Account 721 –
Administration cost pool elements in making its allocations to PNG(NE).  For consistency, the JDE and 
Microsoft 365 costs were allocated on this same basis.   
 
The decision was made to allocate the HRIS costs based on the employee count allocator as all costs 
associated with the TriSummit Utilities Inc. (TSU, formerly ACI)) new payroll/HRIS system are allocated 
among four companies in the corporate group (PNG, AUI, HGL and TSU) based on the number of 
employees and retirees in each entity. 
 

HRIS Prepaid Implementation and Subscription Costs 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 - Subscriptions 800                  800                  

Total 76,000$          90,000$          



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 49 of 94 

 
 

80.6.1 Please discuss any alternatives PNG considered for allocating these costs 
amongst the divisions, (e.g. based on number of licenses), the pros and cons 
of each and why these alternatives were rejected.  

Response: 
 
PNG(NE) considered allocating these costs between divisions based on license numbers.  However, for 
JDE not every employee needs to have a license since payroll is no longer on JDE, so that option was 
discarded.  HRIS costs are based on employee and retiree counts, so using employee count as an 
allocator was the most appropriate methodology for HRIS costs.  As the Microsoft 365 costs include 
expenses not directly tied to individual licenses, the shared services composite allocator was 
determined to be the best methodology to allocate those costs.  
 
 

 
In response to BCUC IR 18.2 in Exhibit B-3 regarding the Microsoft 365 transition, PNG(NE) 
stated: “At this time, PNG(NE) does not anticipate any annual cost savings associated with 
the new HRIS system.” 
 

 Please clarify whether the response to BCUC IR 18.2, as copied in the preamble, 
relates to Microsoft 365 rather than “the new HRIS system”.  

Response: 
 
PNG(NE) confirms that the extract from the response to BCUC IR 18.2 reproduced in the preamble 
should read:  “At this time, PNG(NE) does not anticipate any annual cost savings associated with the 
implementation of Microsoft 365.”  
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In response to BCUC IR 23.2 in the PNG-West 2020-21 RRA proceeding, PNG stated: 

There are no capital costs for the transition to the Microsoft 365 platform for 
the historic period nor Test Years 2020 and 2021. Operating costs associated 
with Microsoft 365 were approximately $7,000 for 2019 and estimated at 
approximately $85,000 for each of Test Years 2020 and 2021. 

 Please reconcile the expected operating costs associated with Microsoft 365 of 
approximately $85,000 for each of Test Years 2020 and 2021 to the forecast cost 
provided in IR 18.1. 

Response: 
 
The expected incremental operating costs associated with Microsoft 365 on a consolidated basis are 
$115,000 for Test Year 2020, of which $35,420 is allocated to FSJ/DC and $2,300 is allocated to TR.  For 
Test Year 2021, consolidated costs are forecast to be $117,300, of which $35,542 is allocated to FSJ/DC 
and $2,346 is allocated to TR. 
 
Please also see the response to Question 80.4.   
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I. RATE BASE 

 Reference: RATE BASE 
Exhibit B-2 FSJ/DC, Section 2.3, p. 30;  
AMR Meter Installations 

On page 30 of the FSJ/DC Amended Application, PNG(NE) states: 

PNG(NE) anticipates filing an application to the BCUC in early 2020 for a 
Certificate of Public Convenience and Necessity (CPCN) to update and 
replace the current manual meter reading process for residential and 
commercial customers with automated meter reading (AMR) infrastructure 
in the communities it serves, including FSJ, DC and TR.  

On March 25, 2020, PNG(NE) filed the Application for PNG(NE) CPCN AMR to update and 
replace the current manual meter reading process for residential and commercial customers 
with AMR infrastructure in FSJ, DC and TR Divisions. 
 

 Please discuss the rationale for seeking approval to record the cost of service impact 
of the AMR Project as part of the current RRA, given that a CPCN was expected to be 
filed for the project in early 2020 (since filed on March 25, 2020) and a CPCN has not 
yet been granted.   

Response: 
 
As noted in the AMR CPCN Application cover letter to the BCUC, PNG(NE) had originally filed the AMR 
CPCN Application in October 2019 and had anticipated obtaining approval of the AMR Project by the 
second quarter of 2020.  PNG(NE) had also planned to refile the CPCN at the same time as the Amended 
Application and therefore reflected both the expected capital costs of the AMR Project in Test Year 
2020 as well as the anticipated operating cost savings in Test Year 2021 in its Amended Application.  
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81.1.1 Please discuss whether PNG(NE) considered excluding the cost of service 
impact of the AMR Project from the current RRA given the expected filing of 
the CPCN and the fact that a CPCN has not yet been granted. If yes, please 
discuss why PNG(NE) did not proceed with this approach. If not, please 
discuss why not.  

Response: 
 
PNG(NE) did not consider excluding the cost of service impact of the AMR Project from the current 
RRA.  Even with the later filing date of the CPCN Application, PNG(NE) is hopeful that approval of the 
AMR Project would be granted in time to enable PNG(NE) to commence the project and install the new 
AMR infrastructure in 2020 given the benefits of the project to ratepayers, employees, and the 
environment.  PNG(NE) therefore reflected both the capital costs in Test Year 2020 and a full year of 
operational savings in Test Year 2021 in the Amended Application. 
 
Given the historical timing of previous RRA decisions and final regulatory compliance filings, PNG(NE) 
remains hopeful that a BCUC decision on the AMR CPCN Application may be granted within the noted 
time frame and therefore incorporated the project in permanent rates for both Test Year 2020 and 
Test Year 2021.  However, PNG(NE) is cognizant that approval for the AMR CPCN Application may be 
received after July 31, 2020 but before the fourth quarter of 2020.  This would result in a delay in 
completing the implementation of the AMR Project to the second quarter of 2021 rather than the 
fourth quarter of 2020, and to only realize a half-year of operational savings in Test Year 2021 instead 
of a full-year of savings.  In such an event, PNG(NE) would request these changes to be reflected and 
incorporated in the final regulatory RRA schedules. 
 
 

 
81.1.2 Please discuss whether PNG(NE) considered including the cost of service 

impact of the AMR 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(NE) did not proceed with this approach. If not, 
please discuss why not. 

Response: 
 
Please see the response to Question 81.1.1.  PNG(NE) did not consider including the cost of service 
impact of the AMR Project in a deferral account as PNG(NE) continues to be hopeful that a decision on 
the AMR Project will be granted prior to the filing of the RRA compliance regulatory schedules.  
However, PNG(NE) is amenable to removing the AMR Project (both the capital costs in 2020 and 
operating savings in Year 2021) from the current RRA and to address the financial impacts via a deferral 
account following the approval of the AMR CPCN Application. 
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 Reference: RATE BASE 
Exhibit B-2 FSJ/DC, Section, p. 65; Exhibit B-3, BCUC IR 27.1, 27.2; Exhibit B-
5, BCOAPO IR 1.2. 
New Services 

In response to BCUC IR 27.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) has forecast that it will be installing 80 new services each year for 
2020 and 2021 for the Dawson Creek service area and has also forecast that 
it will be installing 90 new services each year for 2020 and 2021 in the Fort St 
John Service Area. 

 Please clarify whether the new forecast service refers to new service lines or new 
customers. 

Response: 
 
PNG(NE) confirms that the new forecast service refers to new service lines.  
 
 
 

 Please provide a table with the number of new services installed and new services 
expenditures for each of the Dawson Creek and Fort St John service areas from 2015 
to 2019 (forecast and actual) and 2020 to 2021 (forecast). 

Response: 
 
Please see the table that follows. 
 

 
 
 

 
  

2020 2021

New Services Expenditures Decision Actual Decision Actual Decision Actual Decision Actual Decision Actual Forecast Forecast

Fort St. John 647,660     816,991     840,043     713,347     856,969     457,871     334,751     433,247     363,463     415,527     370,582     378,073     

Dawson Creek 627,583     427,897     641,970     136,875     655,641     164,923     239,568     238,807     327,878     129,318     327,041     334,090     

Total 1,275,243  1,244,888  1,482,013  850,222     1,512,610  622,794     574,319     672,054     691,341     544,846     697,623     712,163     

New Services Installed

Fort St. John 90 90

Dawson Creek 80 80

Total 170 170

95

54

149

83

32

115

89

81

170

265

137

402

158

45

203

2015 2016 2017 2018 2019
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In response to BCUC IR 27.2 in Exhibit B-3, PNG(NE) stated: 

The volatile nature of the economics in the oil and gas industry influences 
the development opportunities in northeastern British Columbia. The 
markets can turn upwards or downwards at any moment, depending upon 
the macroeconomics faced by Canada and the world. PNG(NE) submits that 
its utilization of the five-year average expenditure is considered appropriate, 
as it allows the company to level the impacts of any economic shift that is 
experienced by regional markets. A five-year timeframe has historically 
provided a reasonable timescale for gaining an accurate representation of 
the average for that market. 

In response to BCOAPO IR 1.2, PNG(NE) stated that with respect to the impact of the COVID-
19 pandemic and its Forecast Capital Expenditures “PNG(NE) has not revised its forecasted 
capital expenditures at this time and will be monitoring this closely in the coming weeks.” 
 

 With consideration to the impact of COVID-19 on PNG(NE) and its operations, please 
discuss whether the use of the five-year average expenditure for forecasting new 
services remains appropriate for the Test Period. If yes, please explain why. If not, 
please provide any revised forecasts, as applicable. 

Response: 
 
PNG(NE) is of the view that the five-year average expenditure forecast remains appropriate for 
forecasting new services for the Test Period, even considering COVID-19.  Health guidelines and 
protocols for COVID-19 have designated construction workers as an essential service, and continue to 
allow for developer/construction activities, including home and business builds.  PNG(NE) internal 
protocols will continue to allow for internal and contractor labor to proceed safely with new gas 
infrastructure installations.  PNG(NE) is ensuring the appropriate safety plans and procedures are in 
place, including the use of PPE (personal protective equipment), frequent hand washing, and physical 
distancing.  
 
 

 
82.3.1 Please discuss whether PNG(NE) has considered revisions to any other 

capital expenditure forecast methodologies included in the Amended 
Application. 

Response: 
 
As discussed in PNG(NE)’s response to Question 65.1.1, PNG(NE) does not expect any material impact 
on the timing of any IT projects or other capital projects as a result of COVID-19.  As such, PNG(NE) 
does not consider a revision to its capital expenditure forecast methodology necessary. 
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On page 65 of the FSJ/DC Amended Application, PNG(NE) states regarding New Services: 

The test year forecast has been made in consideration of the five-year 
average (2015- 2019) expenditure for this type of work of $759,000 and 
anticipated activities for the period. [Emphasis added] 

 Please clarify the scope of the “anticipated activities” referenced in the preamble 
and their impact on the New Services forecast for both Test Years. 

Response: 
 
PNG(NE) submits that the Test Year forecasts has been made in consideration of the five-year average 
and has used this average as the base and adjusted the average downward in consideration of lower 
expected demand due to the economic downturn in the region.  Consequently, the use of “anticipated 
activities” meant that consideration had been given and that New Service installations would be below 
recent levels, and the five-year average has been curved downward to reflect this expectation.  
PNG(NE) notes that the five-year average for New Services was $759,000, however PNG(NE) has 
provided for $698,000 in Test Year 2020 and $712,000 in Test Year 2021. 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 28.1, 28.4  
Mobile/Heavy Equipment 

In response to BCUC IR 28.1 in Exhibit B-3, PNG(NE) provided the following table showing 
decision and actual mobile/heavy equipment costs from 2015 to 2019, as well as forecasts 
for 2020 and 2021: 

 
 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(NE) has a high degree of confidence that all planned mobile and heavy equipment purchases for 
2020 and 2021 will be completed.  PNG(NE) 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(NE) 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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 Please discuss whether PNG shares mobile/heavy equipment between West and NE 
divisions. Please elaborate on the pros and cons of any type of vehicle sharing 
approach between PNG divisions. 

Response: 
 
PNG-West and PNG(NE) do not generally share mobile/heavy equipment, but may do so on a rare 
occasion.   
 
The pros of not sharing equipment include:  

 Saving on transportation costs shuttling equipment between the various areas.  

 Ensuring the availability of the necessary equipment in the service area during busy 
construction periods.  

 Ensuring the availability of the necessary equipment in emergency situations.  

 The requirements of the equipment between the divisions can differ slightly, which results in 
potential cost savings during procurement activities. 

 
The main argument to not sharing equipment between divisions is the potential for equipment to sit 
idle.  However, this has not been a matter of concern for either PNG-West or PNG(NE).  
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In response to BCUC IR 28.4 in Exhibit B-3 requesting annual cost savings and incremental 
costs as a result of the primary contract closing down its operation, PNG(NE) stated: 

Cost savings annually are significant. For example, a contractor working the 
6-month construction season will invoice PNG(NE) approximately 
$12,000/month for use of a backhoe. PNG(NE) submits that a $72,000 annual 
charge for use of a backhoe is a great stimulus for procurement of its own 
equipment that can be used for core work and emergency response. As a 
further example, PNG(NE) notes that the contractor’s overtime rate was 
higher than PNG(NE)’s internal overtime labour rate, making it more 
reasonable for PNG(NE) to do as much of the work as practicable.  

 Please explain whether the cost savings have been factored into the Test Period for 
all divisions (PNG-West, PNG(NE) FSJ/DC and TR). If yes, please provide the account 
where the savings are realized.  

Response: 
 
PNG(NE) notes that the primary contractor referred to BCUC IR 28.4 closed down its operation at the 
end of 2018.  The primary contractor was only used in PNG(NE) and for the most part worked on capital 
projects.  Costs from the primary contractor coded to operating expense accounts totaled $67,600 and 
$62,800 in 2017 and 2018, respectively, the majority of which were coded to BCUC accounts 667, 670, 
865 and 875.  PNG(NE)’s forecast costs for Test Year 2020 and Test Year 2021 take into consideration 
the operational impacts arising from this change. 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 29.1 29.3; PNG(NE) 2018-2019 RRA proceeding, Exhibit 
B-9, BCUC IR 80.3. 
Distribution Main Improvements – Mechanical Couplings 

In response to BCUC IR 29.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) can confirm that it has approximately 3,250 mechanical couplings, 
approximately 85% of the population, remaining to replace in Dawson Creek 
service area. In the Fort St John service area, PNG(NE) has approximately 
1,500 mechanical coupling, approximately 35% of the population, remaining 
to replace. 

 Please confirm whether PNG(NE) has determined the location of the mechanical 
couplings that remain to be replaced in each of the Dawson Creek and Fort St John 
service areas. 

Response: 
 
PNG(NE) has not determined the location of all the mechanical couplings remaining to be replaced, 
however, it does believe that the majority of the locations have been identified.  Deficiencies have 
been identified with inconsistent recording practices on the legacy as-built drawings that were created 
during the installation period when mechanical couplings were being utilized.   
 
To identify the locations, and the approximate numbers PNG(NE) utilizes a number of methodologies, 
including:   

 Reviewing of available records. 

 Knowledge of the areas and based on a comparison of similar years of development.  

 Knowledge from historical repairs or infrastructure abandonments that were found to have 
utilized the couplings.  

 Information gathered while conducting line locating and other system works. 

 While undertaking underground leak causation analysis. 
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84.1.1 Please discuss whether PNG(NE) has assessed the replacement priority 
ranking for the mechanical couplings that remain to be replaced in its service 
areas. Please elaborate how PNG(NE) selects the mechanical couplings which 
are to be replaced each year. 

Response: 
 
PNG(NE) continually assesses the replacement priority ranking of the remaining mechanical couplings.  
The mechanical couplings that are selected for replacement each year are based upon several factors, 
including:  

 Previous underground leaks.  

 Known areas of concern.  

 Safety or operational considerations. 

 Areas that have experienced underground leaks due to previous geological movement. 

 Areas where other operational or integrity projects are occurring. 
 
 

 
In response to BCUC IR 80.3 in the PNG(NE) 2018-2019 RRA proceeding BCUC IR 80.3, 
PNG(NE) stated: 

Mechanical couplings were used to join pieces of steel pipe together instead 
of welded joints. They were originally installed without re-enforcement to 
prevent them from pulling apart. Couplings are not specifically mentioned in 
the latest Distribution Integrity Management Plan (DIMP) published 
December 18, 2017, but are included in the broader category of Natural 
Forces causing damage to facilities due to ground movement (frost, etc.) or 
falling debris (ice, snow, etc.). Frost action in some soils can cause movement 
of the ground with sufficient force and displacement to pull apart 
unreinforced couplings. 

 Please discuss any alternative approaches PNG(NE) considered to addressing the 
identified issues with mechanical couplings (e.g. reinforcing un-reinforced couplings, 
etc).  

Response: 
 
PNG(NE) has conducted alternative approaches to address the identified issues.  This has included 
reinforcing un-reinforced couplings with welded mechanical strapping to hold the fitting tight.   
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84.2.1 Please discuss whether any of the assessed alternatives met the objective of 
the mechanical coupling replacement program. 

Response: 
 
Unfortunately, the alternatives considered failed to prevent the mechanical couplings from breaking.  
This has resulted in the decision to replace, rather than continuing to attempt reinforcement designs.  
The preferred repair method is for replacement and removal of the couplings that are subject to the 
geological movement hazard.  
 
 

 
84.2.2 Please provide any cost analyses completed on the acceptable alternatives to 

the mechanical coupling replacement program. 

Response: 
 
As noted in response to Question 84.2.1, the alternative of welded mechanical strapping of the 
couplings was found to not be acceptable.  However, PNG(NE) observes that it found that the costs 
required to conduct the alternative (strapping) of the couplings is comparable to the costs of replacing 
them outright.  Most of the costs for either project is the excavation costs.  Excavation is required on 
both projects (reinforcement and replacement), by removing the couplings when the excavation has 
already been conducted removes the risk completely the first time around.  This results in no further 
mobilization, excavation and demobilization costs to return to conduct a repair, which would more 
than likely be a replacement, if the reinforcement alternative was pursued.  
 
 
 

In response to BCUC IR 29.3 in Exhibit B-3, PNG(NE) stated: “As identified, PNG(NE) has a 
replacement program for these mechanical couplings to mitigate these risks; this 
replacement program is similar in nature to other North American utilities to remove these 
aging and obsolete couplings.” 
 

 Please provide examples of other North American utilities undergoing or which have 
undergone similar mechanical coupling replacement programs. 

Response: 
 
ATCO Gas in Alberta is currently undertaking a similar replacement program.  AltaGas Utilities, 
PNG(NE)’s sister company operating in Alberta also has plans to undertake a similar mechanical 
coupling replacement program.   
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 36.1 
Block Valve Installation 

In response to BCUC IR 36.1 in Exhibit B-3, PNG(NE) stated: 

Due to the complexities associated with this program the number of valves 
replaced each year under approved and pursued budgets will depend on the 
specific valve(s) location and if any cost or resource related synergies can be 
realized with other programs like the Steel Mains replacement project. 

 Please elaborate on the cost or resource related synergies that may be realized 
between the Block Valve installation program and other programs like the Steel 
Mains replacement project.  

Response: 
 
During execution, PNG(NE) will endeavour to replace a section of main and install a block valve in that 
same location where respective replacement and install criteria warrant doing so concurrently.  Any 
opportunity for such synergies will save considerable cost through elimination of duplicitous expense 
and efforts related to traffic control, the complexities on open excavations, asphalt repair and 
surrounding congested infrastructure.  By reducing the activities to a single discrete location and 
undertaking activities concurrently the costs to mitigate the associated asset risks will be minimized.   
 
 

 
85.1.1 Please clarify whether PNG(NE) anticipates any cost or resource related 

synergies between the projects during the current Test Years and whether 
any cost savings have been accounted for in the Amended Application. 

Response: 
 
For Test Year 2020, one of the identified locations will involve installing a block valve and replacing a 
section of steel main at the same construction zone.  This has been factored into the Test Year 2020 
forecast and is reflected in the Amended Application.  
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 Reference: RATE BASE 
PNG(NE) 2018-2019 RRA proceeding, Exhibit B-9, BCUC IR 91.1. 
Baldonnel Line Lowering 

In response to BCUC IR 91.1 in the PNG(NE) 2018-2019 RRA proceeding, PNG(NE) stated: 

A site visit in early 2016 noted the lagoon had grown, was in a state of near 
breach, had previously breached and was actively seeping on to the right of 
way. … PNG(NE) has reached out to the Ministry of Environment (MOE), 
which permits the lagoon and has caused the owner to make repairs but the 
problems continue. 

As of late April 2018, PNG(NE) requested the MOE to cause the permit 
holder to cease discharging effluent in the lower 3rd of the coulee slope 
which significantly contributes to the already noted geotechnical issues. The 
BC OGC has also been kept abreast of this issue. As geotechnical conditions 
can and are being exacerbated by the lagoon’s seepage, continuous state of 
near failure, and the permitted activity (MOE) of discharging into the coulee, 
PNG(NE) has determined that the best course of action to ensure the 
integrity of the pipeline and the security of gas supply is to relocate the 
pipeline away from the ongoing threat from the lagoon discharge and the 
present geotechnical risk. 

 Please provide an update regarding any responses received from the Ministry of 
Environment (MOE) regarding this lagoon. Please also provide an update regarding 
any repair directives issued by the MOE to the lagoon owner and the outcome of any 
directed repairs. 

Response: 
 
The Ministry of Environment (MOE) directed the owner to contract a geotechnical engineering firm to 
do a stability test on the berm and was required to have an inspection and sign off completed.  Repair 
work was performed and a report was submitted, resulting in the berm being deemed stable.  The 
repair work was done without consent or a crossing / proximity agreement between the owner and 
PNG(NE) for work adjacent and across the PNG(NE) high pressure pipelines.  As a result, the work was 
done in contravention of the governing acts and regulations.  PNG(NE) has maintained contact and has 
an enforcement expectation with the BC Oil and Gas Commission (BCOGC).  To date, the BCOGC has 
not been willing to act on the violation.  The berm is still within the PNG(NE) pipeline legal right of way. 
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 34.1  
Asset Records Modernization Project (ARM) 

In response to BCUC IR 34.1 in Exhibit B-3, PNG(NE) provided the following table that breaks 
down the ARM costs allocated to each division.  
 

 
 

 Please provide the basis of allocating project costs to the divisions and explain 
whether actual costs are allocated differently from forecast costs.  

Response: 
 
PNG(NE) advises that project costs are allocated to the divisions based on the estimated schedule and 
the nature of the work-in-progress that is expected to be completed in the forecast year.  All of the 
work for 2020 forecasted for PNG(NE) is planned for FSJ/DC, hence costs allocated as such.  For cost of 
work forecasted for PNG(NE) for 2021, costs were allocated based on the 2019 composite average cost 
allocators attributable to PNG(NE) only. 
 
Actual costs for 2018 and 2019 have been allocated based on the location and nature of the work 
completed. 
 
 
 

 Please explain whether there are any ongoing annual maintenance or sustainment 
costs that will be associated with the project and provide the annual costs by 
account number.  

Response: 
 
Work to date has been limited to the updating, creation, and digitization of existing asset records.  
Once these efforts are complete the records will be hosted in an electronic platform.  Maintenance or 
sustainment costs are expected to be minimal and will not be incurred until future test periods.  
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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 37.1; PNG-West Division 2018-2019 RRA proceeding, 
Exhibit B-6, BCUC IR 91.1  
Information and Data Management Systems – Geographic Information 
System (GIS) 

In response to BCUC IR 37.1 in Exhibit B-3, PNG(NE) 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.”  
 

 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(NE) 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(NE) 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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 Reference: RATE BASE 
Exhibit B-3, BCUC IR 44.5 
Information and Data Management Systems – Synergi Gas Software 

In response to BCUC IR 44.5 in Exhibit B-3, PNG(NE) provided breakdown of total hydraulic 
modelling system costs over the Test Period. 

 
Further in the same response PNG(NE) stated: “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.” 
 

 Please discuss the timeline to complete this project. If the timeline extends beyond 
the Test Period, please expand the above table to breakdown the total hydraulic 
modelling system costs by year.  

Response: 
 
In line with the responses to BCUC IR 125.1 and 125.3 in the PNG-West 2020-2021 RRA proceeding, 
PNG(NE) submits that the hydraulic modelling system project is forecast to be completed within the 
2022 test year.  The cost 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 into the 2022 test year 
for completion.  Total project costs will not be known until a later date, once the exploration phase of 
the project is completed and the replacement or supplementary modelling system has been selected, 
which will allow for detailed definition of the implementation phase.  
 
 
 

 Please provide the annual sustainment costs associated with the hydraulic modelling 
system. Please breakdown the estimated costs by account.  

Response: 
 
Similar to the response to Question 89.1 on total hydraulic modelling system project costs, annual 
sustainment costs will not be known until a later date once the exploration phase of the project is 
completed and the replacement or supplementary modelling system has been selected, which will 
allow for detailed definition of the implementation phase. 
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J. CAPITAL STRUCTURE AND RETURN ON CAPITAL 

 Reference: CAPITAL STRUCTURE AND RETURN ON CAPITAL  
Exhibit B-3, BCUC IR 46.1, 46.4 
Financing Costs 

In response to BCUC IR 46.1 in Exhibit B-3, PNG(NE) provided an update to the forecast short-
term and long-term interest rates and the resulting impact on the 2020 and 2021 cost of 
service for Fort St John, Dawson Creek and Tumbler Ridge. PNG(NE)’s statements for each 
region is provided below:  
 
Fort St John 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Fort St John’s 2020 and 2021 short term debt 
costs would result in a decrease in costs of $23,000 and $40,000, 
respectively. 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Fort St John’s 2020 and 2021 long term debt 
costs would result in a decrease in costs of $98,000 and $134,000, 
respectively. 

Dawson Creek 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Dawson Creek’s 2020 and 2021 short term debt 
costs would result in a decrease in costs of $22,000 and $31,000, 
respectively. 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Dawson Creek’s 2020 and 2021 long term debt 
costs would result in a decrease in costs of $42,000 and $73,000, 
respectively. 

Tumbler Ridge 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Tumbler Ridge’s 2020 and 2021 short term debt 
costs would result in a decrease in costs of $4,000 and $5,000, respectively. 

The resulting impact on the 2020 and 2021 cost of service from the updated 
90 day treasury bill rate on Tumbler Ridge’s 2020 and 2021 long term debt 
costs would result in a decrease in costs of $16,000 and $23,000, 
respectively. 
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 Please discuss the 2020 and 2021 rate impact of using the revised 90 day treasury bill 
interest rate forecast.  

Response: 
 
Please see the discussion that follows. 
 
Fort St. John 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Fort St. 
John’s 2020 short term and long term debt costs of $23,000 and $98,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.2% or by $6.40 
to the average residential annual bill. 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Fort St. 
John’s 2021 short term and long term debt costs of $40,000 and $134,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.6% or by $9.52 
to the average residential annual bill. 
 
Dawson Creek 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Dawson 
Creek’s 2020 short term and long term debt costs of $22,000 and $42,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.2% or by $6.04 
to the average residential annual bill. 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Dawson 
Creek’s 2021 short term and long term debt costs of $31,000 and $73,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.6% or by $9.12 
to the average residential annual bill. 
 
Tumbler Ridge 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Tumbler 
Ridge’s 2020 short term and long term debt costs of $4,000 and $16,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.2% or by $8.78 
to the average residential annual bill. 
 
Based on the revised 90 day treasury bill interest rate forecast and the associated impact on Tumbler 
Ridge’s 2021 short term and long term debt costs of $5,000 and $23,000, respectively, PNG(NE) 
estimates that delivery rates to residential customers would decline by approximately 1.5% or by 
$12.15 to the average residential annual bill. 
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K. CAPITAL EXPENDITURE REPORTING – ACTUAL VS DECISION 

 Reference: CAPITAL EXPENDITURE REPORTING – ACTUAL VS DECISION 
Exhibit B-3, BCUC IR 51.3; PNG(NE) 2018-2019 RRA proceeding, Exhibit B-9, 
BCUC IR 82.1 
Cecil Lake Aluminum Replacement – FSJ 

In response to BCUC IR 51.3 in Exhibit B-3, PNG(NE) provided the following table 
summarizing actual costs for project: 

 
 
Further in response to BCUC IR 51.3 in Exhibit B-3, PNG(NE) stated: 

Final project scope was to enact discrete pipeline and regulating station 
integrity improvements related to cathodic protection and code compliance 
from a materials and process design and operation perspective. These 
activities included, but were not limited to: 

 Inspect, repair, and recoat underground (U/G) to aboveground (A/G) 
piping transitions and improve external coating protection 

 Inspect, repair, and recoat U/G flange sets 

 Improve cathodic protection at the Cecil Lake Purchase station and 
along the pipeline route to 

 Cecil Lake Station #3 

 Enact operational, integrity and code compliance improvements at 
Cecil Lake Station #3 

o Line heater replacement including pilings and pipe rack 
o Removal of station yard high pressure to low pressure piping 

bypass configuration 
o Removal of high risk A/G camelback riser and replace with 

U/G pipe spool 
o Improve station access approach road Improve operational 

access within pipe yard 
o Re-pipe station for compliance 
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 Please provide a breakdown of actual 2018 and 2019 contractor costs for the 
activities included in the preamble and any other activities that are not included in 
the preamble. 

Response: 
 
Please see the table that follows that presents actual costs for all identified 2018 and 2019 contractor 
activities. 
 

Contractor Activity 2018 2019 

Project Management, Planning, and Engineering  $                        36,470   $                   103,004  

Archeology and Environmental (including Soil 
Sampling) 

                           2,598                           3,558  

Surveying                          27,595                        19,611  

Inspect, Repair, and Recoat U/G to A/G 
Transitions, Flange Sets, and Improve Coating 
Protection 

                      122,463  

Improve Cathodic Protection                         14,137  

Lineheater and Associated Piping Replacement                         88,821  

HP to DP Bypass Piping Removal, Camelback 
Removal, and Re-pipe Station for Compliance 

                      145,039  

Improve Access / Egress to and within Station 
Yard 

                         43,741  

Quality Inspection and Construction Coordination                          50,894  

Total  $                        66,663   $                   591,268  
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In response to BCUC IR 82. 1 in the PNG(NE) 2018-2019 RRA proceeding BCUC IR 82.1, 
PNG(NE) stated: 

In addition to the change in pipeline materials, the project scope is proposed 
to include an increase in pipeline diameter and modifications to existing 
pressure regulating stations as required in order to rectify an existing 
capacity constraint within the Cecil Lake area distribution system currently 
supplied by the aluminum pipeline. 

 Please discuss whether the project scope in addition to the change in pipeline 
material described in the preamble has been completed in 2018 and 2019. Please 
discuss any Cecil Lake System modifications or betterments which have not been 
completed and are still required. 

Response: 
 
Changes to the Cecil Lake System in 2018 and 2019 were limited to those listed in response to BCUC 
IR 51.3 and reproduced in the preamble to this 91.0 series of questions.  Due to a sharp decline in the 
demand for fuel gas for compressors and general industrial activity and demand for gas in the Cecil 
Lake area, the justification for any previously proposed increase in pipeline diameter or system 
capacity related station modifications was determined to no longer be valid.  
 
The Cecil Lake System continues to be monitored from both system integrity and system capacity 
perspectives.  There are no currently identified system modifications or betterments to be completed 
within the 2020-2021 test period.  
 

 
 

91.2.1 If any modifications or betterments are outstanding, please provide the cost 
estimates to complete the work. 

Response: 
 
Not applicable.  Please see the response to Question 91.2. 
 

 
 

91.2.2 Please provide the rationale for treating the project expenditures as capital 
expenditures, with reference to the applicable US GAAP section(s) as it 
relates to the nature of expenditures.   

Response: 
 
PNG(NE) notes that under US GAAP, an expenditure that adds to the productive capacity, extends the 
useful life of an asset or improves the efficiency of an existing facility can be considered a capital item.  
US GAAP ASC 360-10-30-1 provides guidance for the costs to be capitalized as “the historical cost of 
acquiring an asset includes the costs necessarily incurred to bring it to the condition and location 
necessary for its intended use”.  The costs incurred, as referenced, to increase the pipeline size and 
other modifications needed to rectify capacity constraints provide future benefit and meet the 
capitalization criteria as described. 
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L. COST OF SERVICE REPORTING – ACTUAL VS DECISION 

 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION 
Exhibit B-2 FSJ/DC, Tab 1, p. 4; Exhibit B-3, BCUC IR 58.1 
Account 875 – Mains and Service 

In response to BCUC IR 58.1 in Exhibit B-3, PNG(NE) stated: 

PNG(NE) does not have a definitive conclusion to the reasoning for lower 
than anticipated repairs in 2019. One factor may be the enhanced focus 
given to contractor engagement for awareness of PNG(NE) assets in recent 
years. Another factor may be the reduction in economic growth experienced 
in the area resulting in less excavation works which gives less opportunity for 
line hits. There is also a potential that this year could be an outlier in the 
trends for underground leaks. 

The following is a BCUC Staff extract from Tab 1, page 4 of the FSJ/DC Amended Application. 

 
 

 Considering the constant fluctuations of actual costs for Account 875, 
increasing/decreasing every second year, please explain why Test Year 2021 forecast 
costs are expected to remain consistent to 2020. 

Response: 
 
PNG(NE) does not believes that it would be appropriate to budget for repairs using the trend identified.  
PNG(NE) submits that, due to the unpredictable nature of repairs, it remains appropriate to have a 
relatively consistent provision from test year to test year.  PNG(NE) will monitor the trend identified 
by the BCUC and will investigate for any underlying causations that are contributing to the fluctuations 
should they continue.   
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 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION 
Exhibit B-4, BCUC IR 13.1; 
Account 688 – Other General Operations 

In response to BCUC IR 13.1 in Exhibit B-4, PNG(NE) stated: 

In 2020, PNG will be conducting an internal table-top exercise utilizing the 
Emergency Response Plan across the organization, including the PNG-West 
and the PNG(NE) divisions and a full-scale exercise in 2021 utilizing external 
resources and agencies. 

 Please provide the forecast cost associated with the Emergency Response Plan for 
2020 and 2021 by account and division (PNG-West, FSJ/DC and TR). 

Response: 
 
Forecast costs associated with the Emergency Response Plans are provided in the table that follows. 
 

Year PNG West PNG(NE) 

2020 $35,500 $35,500 

2021 $45,500 $67,500 

 
PNG(NE) notes the following: 

 The costs identified are external contractor costs only.  

 The costs associated with PNG internal resources will vary dependant upon the number of 
participants in each exercise.  However, these costs are accounted for as part of PNG’s training 
budgets. 

 The difference in 2021 costs between PNG-West and PNG(NE) can be attributed to PNG(NE) 
being required to conduct a full-scale exercise in 2021, whereas PNG-West will be conducting a 
functional exercise.  
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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 62.3, 62.6, 62.8.1 and 62.8.2 
Reporting on Significant Capital Projects 

In response to BCUC IR 62.3 in Exhibit B-3, PNG provided the following table to show the 
proposed threshold as a percentage of actual capital expenditures. 

 

 
 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(NE) notes that the tables provided in response to BCUC IR 62.5 illustrated projects captured based 
on a $500,000 threshold as a percentage of total capital expenditures for each year between 2017 and 
2019.  PNG(NE) submits that it would be more meaningful to recast those tables by including 2015 and 
2016 capital project detail and has done so in the tables that follow. 
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PNG (NE) FSJ/DC

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

Cecil Lake Aluminum Replacement - FSJ SB 465         675,879           66,663         742,542  Yes 

Geographical Information System GP 487         345,050         212,884         557,934  Yes 

Main Repairs and Assessments SB 465/475         305,938           33,317         339,256  No 

Station Modifications SB 467         276,655           30,482         307,137  No 

Steel Main Replacement - DC SB 465         150,692           34,987         185,679  No 

Baldonnel Line Lowering - Phase 1 - FSJ SB 465         103,891         103,891  No 

Block Valve Installation - DC SB 465         545,594         545,594  Yes 

Structure Improvements GP 482         128,933           36,123           38,786         179,948         383,790  No 

Pennwest Pipeline Replacement FEED Study SB 465           38,342          (14,909)           14,909           38,342  No 

Computer Hardware/Software GP/GP-I 487         303,922         303,922  No 

DC Gate #1 Station Replacement SB 467      1,468,943           77,406           28,797      1,575,146  Yes 

Replace Line Heaters SB 467         170,036           41,400           55,224           85,270         351,931  No 

Electrical and Communications Improvements SB 467           38,961           20,502           99,938         118,499         277,900  No 

New/Replacement Tools and Equipment GP 486           31,036           31,036  No 

Unspecified Other System Betterments SB 465           95,865         173,883           27,808         297,557  No 

Indian Creek Line Relocation SB 465         848,549           54,657         903,206  Yes 

BC Hydro Site C NB 475         403,315         603,406      1,006,721  Yes 

Regional LNG Facility NB 475      1,086,431              4,188      1,090,620  Yes 

Wonowan Unloading Post - FSJ NB 477           77,631           66,900         144,531  No 

Cathodic Protection RMU SB 465/475           88,056           88,056  No 

Aluminum Line Replacement NB 465      1,121,794      1,121,794  Yes 

Total Planned - Non-Recurring Projects      2,874,896      2,092,950      1,107,598      2,174,735      2,146,403   10,396,582 

Total Capital Projects      5,565,504      4,348,482      4,640,803      6,072,182      6,296,152   26,923,123 

Planned - Non-Recurring Projects as % of Total Capital Projects 51.7% 48.1% 23.9% 35.8% 34.1% 38.6%

Projects Exceeding $500,000 Threshold      1,566,523      1,748,490         925,954      1,573,201      1,729,388      7,543,556 

Projects Exceeding $500,000 Threshold as % of Total Capital Projects 28.1% 40.2% 20.0% 25.9% 27.5% 28.0%

PNG (NE) TR

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

Processing Plant Improvements SB 418           25,530           48,983         108,995         183,509  No 

Geographical Information System GP 487           12,243              7,670           19,913  No 

Computer Hardware/Software GP/GP-I 487           18,901           18,901  No 

Structure Improvements GP 482              5,400           57,400           14,972           77,772  No 

TR Transmission Mainline Repair SB 465         258,104      1,411,137           84,562         193,515      1,947,318  Yes 

Amine Cooler Bundle Replacement SB 418         128,316              6,763         135,079  No 

Unplanned - Electrofusion Tee Replacements SB 475         108,000         108,000  No 

Line Heater TR Gate Stn SB 467         122,380                   29         122,409  No 

Station Modifications SB 467           18,578           18,578  No 

Other Minor System Betterment Projects SB various           14,461           14,461  No 

Total Planned - Non-Recurring Projects         320,178      1,604,523         321,705         276,078         123,456      2,645,941 

Total Capital Projects         320,178      1,661,507         321,705         286,269         169,101      2,758,761 

Planned - Non-Recurring Projects as % of Total Capital Projects 100.0% 96.6% 100.0% 96.4% 73.0% 95.9%

Projects Exceeding $500,000 Threshold         258,104      1,411,137           84,562         193,515                     -        1,947,318 

Projects Exceeding $500,000 Threshold as % of Total Capital Projects 80.6% 84.9% 26.3% 67.6% 0.0% 70.6%
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In response to BCUC IR 62.6 in Exhibit B-3, PNG stated it “…did not consider other project 
characteristics beyond a dollar threshold in determining which projects should be included in 
the proposed reporting.”  
 

 For each of the FSJ/DC and TR Divisions 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 tables that follow. 
 

 
 
 
 
  

FSJ/DC Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 72,776            69,325            67,384            63,383            59,450            

Threshold as % of Ratebase:

$250 divided by (A) 0.34% 0.36% 0.37% 0.39% 0.42%

$500 divided by (A) 0.69% 0.72% 0.74% 0.79% 0.84%

$750 divided by (A) 1.03% 1.08% 1.11% 1.18% 1.26%

TR Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 4,309               3,281               3,202               3,609               3,042               

Threshold as % of Ratebase:

$250 divided by (A) 5.80% 7.62% 7.81% 6.93% 8.22%

$500 divided by (A) 11.60% 15.24% 15.62% 13.85% 16.44%

$750 divided by (A) 17.41% 22.86% 23.42% 20.78% 24.65%

FSJ/DC & TR Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 77,085            72,606            70,586            66,992            62,492            

Threshold as % of Ratebase:

$250 divided by (A) 0.32% 0.34% 0.35% 0.37% 0.40%

$500 divided by (A) 0.65% 0.69% 0.71% 0.75% 0.80%

$750 divided by (A) 0.97% 1.03% 1.06% 1.12% 1.20%
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 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(NE) 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 62.6, PNG(NE) 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 62.8, PNG(NE) 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(NE) submitting that a CPCN threshold between 
$1,500,000 to $2,000,000 may be more appropriate. 
 
In response to this question, PNG(NE) 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 62.8.2 in Exhibit B-3, PNG stated:  

As noted in the response to Question 62.8, PNG-West and PNG(NE) have 
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(NE) suggests that a greater 
amount, say between $1,500,000 to $2,000,000, may be more appropriate 
as it would potentially reduce the regulatory burden on PNG(NE). Based on 
actual experience for 2017 to 2019, projects at the $1,500,000 to $2,000,000 
expenditure level would represent 25.5% of total capital expenditures for 
FSJ/DC and 78.1% of total capital expenditures for TR during this period. As 
per the table provided in response to Question 62.5 with data for 2015 to 
2019, this higher threshold would have required two CPCN applications 
during this time period, one for FSJ/DC (DC Gate #1 Station Replacement) 
and one for TR (TR Transmission Mainline Repair), the same as would be 
required at a $1,000,000 threshold. 

 If the CPCN threshold were to be established at $1,000,000 for the FSJ/DC and TR 
Divisions, please provide all project expenditures that would be filed as CPCNs as a 
percentage of total capital expenditures for 2017 to 2019 for each of FSJ/DC and TR.  

Response: 
 
As per the tables provided on the page that follows, PNG(NE) has recast the tables provided in response 
to BCUC IR 62.5 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 tables, for FSJ/DC identified 
projects range from nil % of total capital expenditures in 2019 to 33.8% of total capital expenditures in 
2018, and average 10.6% of total capital expenditures for the three year period 2017 to 2019.  Further, 
for TR, identified projects range from 26.3% of total capital expenditures in 2017 to 84.9% of total 
capital expenditures in 2018, and average 76.1% of total capital expenditures for the three year period 
2017 to 2019. 
 
PNG(NE) 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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PNG (NE) FSJ/DC

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

Cecil Lake Aluminum Replacement - FSJ SB 465         675,879           66,663         742,542  No 

Geographical Information System GP 487         345,050         212,884         557,934  No 

Main Repairs and Assessments SB 465/475         305,938           33,317         339,256  No 

Station Modifications SB 467         276,655         276,655  No 

Steel Main Replacement - DC SB 465         150,692           34,987         185,679  No 

Baldonnel Line Lowering - Phase 1 - FSJ SB 465         103,891         103,891  No 

Block Valve Installation - DC SB 465         545,594         545,594  No 

Structure Improvements GP 482         128,933           36,123           38,786         203,842  No 

Pennwest Pipeline Replacement FEED Study SB 465           38,342          (14,909)           23,432  No 

Computer Hardware/Software GP/GP-I 487         303,922         303,922  No 

DC Gate #1 Station Replacement SB 467      1,468,943           77,406      1,546,348  Yes 

Replace Line Heaters SB 467         170,036           41,400         211,436  No 

Electrical and Communications Improvements SB 467           38,961           20,502           59,463  No 

New/Replacement Tools and Equipment GP 486           31,036           31,036  No 

Unspecified Other System Betterments SB 465           95,865           95,865  No 

Indian Creek Line Relocation SB 465         848,549         848,549  No 

                    -   

Total Planned - Non-Recurring Projects      2,874,896      2,092,950      1,107,598      6,075,444 

Total Capital Projects      5,565,504      4,348,482      4,640,803   14,554,789 

Planned - Non-Recurring Projects as % of Total Capital Projects 51.7% 48.1% 23.9% 41.7%

Projects Exceeding $1,000,000 CPCN Threshold                     -        1,468,943           77,406      1,546,348 

Projects Exceeding $1,000,000 Threshold as % of Total Capital Projects 0.0% 33.8% 1.7% 10.6%

PNG (NE) TR

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

Processing Plant Improvements SB 418           25,530           25,530  No 

Geographical Information System GP 487           12,243              7,670           19,913  No 

Computer Hardware/Software GP/GP-I 487           18,901           18,901  No 

Structure Improvements GP 482              5,400           57,400           62,800  No 

TR Transmission Mainline Repair SB 465         258,104      1,411,137           84,562      1,753,803  Yes 

Amine Cooler Bundle Replacement SB 418         128,316              6,763         135,079  No 

Unplanned - Electrofusion Tee Replacements SB 475         108,000         108,000  No 

Line Heater TR Gate Stn SB 467         122,380         122,380  No 

                    -   

Total Planned - Non-Recurring Projects         320,178      1,604,523         321,705      2,246,407 

Total Capital Projects         320,178      1,661,507         321,705      2,303,390 

Planned - Non-Recurring Projects as % of Total Capital Projects 100.0% 96.6% 100.0% 97.5%

Projects Exceeding $1,000,000 CPCN Threshold         258,104      1,411,137           84,562      1,753,803 

Projects Exceeding $1,000,000 Threshold as % of Total Capital Projects 80.6% 84.9% 26.3% 76.1%
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 For each division (FSJ/DC and TR) 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(NE). 
 
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(NE) notes that such a threshold will vary each year.  For 
example, PNG(NE) notes that as per the table provided in response to Question 94.4, for FSJ/DC 
projects with a cost in excess of $1,000,000 range from nil % of total capital expenditures in 2019 to 
33.8% of total capital expenditures in 2018, and average 10.6% of total capital expenditures for the 
three year period 2017 to 2019.  For TR, identified projects range from 26.3% of total capital 
expenditures in 2017 to 84.9% of total capital expenditures in 2018, and average 76.1% of total capital 
expenditures for the three year period 2017 to 2019. 
 
In the table that follows, PNG(NE) has recast the table provided for FSJ/DC in response to Question 
94.4 to illustrate that a CPCN threshold of $700,000 would have captured projects representing an 
average of 21.6% 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 12.1% of total capital expenditures in 
2019 to a high of 35.3% of capital expenditures in 2018.  

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

FSJ/DC

Total Capital Project Expenditures  $    5,565,504  $    4,348,482  $    4,640,803 

CPCN Threshold Equivalent to 20% of Total Capital Expenditures  $    1,113,101  $       869,696  $       928,161 

CPCN Threshold Equivalent to 30% of Total Capital Expenditures  $    1,669,651  $    1,304,545  $    1,392,241 

TR

Total Capital Project Expenditures  $       320,178  $    1,661,507  $       321,705 

CPCN Threshold Equivalent to 20% of Total Capital Expenditures  $         64,036  $       332,301  $         64,341 

CPCN Threshold Equivalent to 30% of Total Capital Expenditures  $         96,053  $       498,452  $         96,512 

FSJ/DC and TR

Total Capital Project Expenditures  $    5,885,682  $    6,009,989  $    4,962,508 

CPCN Threshold Equivalent to 20% of Total Capital Expenditures  $    1,177,136  $    1,201,998  $       992,502 

CPCN Threshold Equivalent to 30% of Total Capital Expenditures  $    1,765,705  $    1,802,997  $    1,488,752 



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 81 of 94 

 
 

 
 
For TR, PNG(NE) has replicated the table provided in response to Question 94.4 below to illustrate that 
a CPCN threshold of $1,700,000 would have captured the same projects as a CPCN threshold of 
$1,000,000, representing an average of 76.1% 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 26.3% of total 
capital expenditures in 2017 to a high of 84.9% of capital expenditures in 2018.  
 

 
 
 
 
  

PNG (NE) FSJ/DC

Project 

Type *

Plant in 

Service 

Account 

Number

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

Total > $700,000

Planned - Non-Recurring

Cecil Lake Aluminum Replacement - FSJ SB 465         675,879           66,663         742,542  Yes 

Geographical Information System GP 487         345,050         212,884         557,934  No 

Main Repairs and Assessments SB 465/475         305,938           33,317         339,256  No 

Station Modifications SB 467         276,655         276,655  No 

Steel Main Replacement - DC SB 465         150,692           34,987         185,679  No 

Baldonnel Line Lowering - Phase 1 - FSJ SB 465         103,891         103,891  No 

Block Valve Installation - DC SB 465         545,594         545,594  No 

Structure Improvements GP 482         128,933           36,123           38,786         203,842  No 

Pennwest Pipeline Replacement FEED Study SB 465           38,342          (14,909)           23,432  No 

Computer Hardware/Software GP/GP-I 487         303,922         303,922  No 

DC Gate #1 Station Replacement SB 467      1,468,943           77,406      1,546,348  Yes 

Replace Line Heaters SB 467         170,036           41,400         211,436  No 

Electrical and Communications Improvements SB 467           38,961           20,502           59,463  No 

New/Replacement Tools and Equipment GP 486           31,036           31,036  No 

Unspecified Other System Betterments SB 465           95,865           95,865  No 

Indian Creek Line Relocation SB 465         848,549         848,549  Yes 

                    -   

Total Planned - Non-Recurring Projects      2,874,896      2,092,950      1,107,598      6,075,444 

Total Capital Projects      5,565,504      4,348,482      4,640,803   14,554,789 

Planned - Non-Recurring Projects as % of Total Capital Projects 51.7% 48.1% 23.9% 41.7%

Projects Exceeding $700,000 CPCN Threshold         675,879      1,535,606         925,954      3,137,439 

Projects Exceeding $700,000 Threshold as % of Total Capital Projects 12.1% 35.3% 20.0% 21.6%

PNG (NE) TR

Project 

Type *

Plant in 

Service 

Account 

Number

2019 Actual 

Expenditure 

Excluding 

Overhead

2018 Actual 

Expenditure 

Excluding 

Overhead

2017 Actual 

Expenditure 

Excluding 

Overhead

Total > $1,700,000

Planned - Non-Recurring

Processing Plant Improvements SB 418           25,530           25,530  No 

Geographical Information System GP 487           12,243              7,670           19,913  No 

Computer Hardware/Software GP/GP-I 487           18,901           18,901  No 

Structure Improvements GP 482              5,400           57,400           62,800  No 

TR Transmission Mainline Repair SB 465         258,104      1,411,137           84,562      1,753,803  Yes 

Amine Cooler Bundle Replacement SB 418         128,316              6,763         135,079  No 

Unplanned - Electrofusion Tee Replacements SB 475         108,000         108,000  No 

Line Heater TR Gate Stn SB 467         122,380         122,380  No 

                    -   

Total Planned - Non-Recurring Projects         320,178      1,604,523         321,705      2,246,407 

Total Capital Projects         320,178      1,661,507         321,705      2,303,390 

Planned - Non-Recurring Projects as % of Total Capital Projects 100.0% 96.6% 100.0% 97.5%

Projects Exceeding $1,700,000 CPCN Threshold         258,104      1,411,137           84,562      1,753,803 

Projects Exceeding $1,700,000 Threshold as % of Total Capital Projects 80.6% 84.9% 26.3% 76.1%
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 Please provide the individual CPCN threshold of $750,000, $1,000,000, $1,500,000, 
$2,000,000 and $2,500,000 as a percentage of total rate base, with supporting 
calculations for each of the FSJ/DC and TR Divisions.  

Response: 
 
Please see the tables that follow. 
 

 
 
 
 
  

FSJ/DC Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 72,776            69,325            67,384            63,383            59,450            

Threshold as % of Ratebase:

$    750 divided by (A) 1.03% 1.08% 1.11% 1.18% 1.26%

$1,000 divided by (A) 1.37% 1.44% 1.48% 1.58% 1.68%

$1,500 divided by (A) 2.06% 2.16% 2.23% 2.37% 2.52%

$2,000 divided by (A) 2.75% 2.88% 2.97% 3.16% 3.36%

$2,500 divided by (A) 3.44% 3.61% 3.71% 3.94% 4.21%

TR Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 4,309               3,281               3,202               3,609               3,042               

Threshold as % of Ratebase:

$    750 divided by (A) 17.41% 22.86% 23.42% 20.78% 24.65%

$1,000 divided by (A) 23.21% 30.48% 31.23% 27.71% 32.87%

$1,500 divided by (A) 34.81% 45.72% 46.85% 41.56% 49.31%

$2,000 divided by (A) 46.41% 60.96% 62.46% 55.42% 65.75%

$2,500 divided by (A) 58.02% 76.20% 78.08% 69.27% 82.18%

FSJ/DC & TR Actual Actual Actual Actual Actual

($000's) 2019 2018 2017 2016 2015

Total Rate Base (Mid-year) (A) 77,085            72,606            70,586            66,992            62,492            

Threshold as % of Ratebase:

$    750 divided by (A) 0.97% 1.03% 1.06% 1.12% 1.20%

$1,000 divided by (A) 1.30% 1.38% 1.42% 1.49% 1.60%

$1,500 divided by (A) 1.95% 2.07% 2.13% 2.24% 2.40%

$2,000 divided by (A) 2.59% 2.75% 2.83% 2.99% 3.20%

$2,500 divided by (A) 3.24% 3.44% 3.54% 3.73% 4.00%
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 Please discuss the relevance of public interest components of a capital project in 
setting a CPCN threshold.  

Response: 
 
PNG(NE) 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(NE) 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. 
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 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(NE) 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(NE) 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 62.8.1 in Exhibit B-3, PNG(NE) stated that the following factors 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)  

 
 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(NE) 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 94.3, PNG(NE) 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 62.8.1 PNG(NE) 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 62.8.1 PNG(NE) 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(NE) was giving consideration to the occasional necessity to undertake significant 
expenditures on an immediate basis.   

 On reconsideration, PNG(NE) has assessed that timing in itself is not a relevant factor to setting a 
minimum threshold.  PNG(NE) 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.   

 
 
 



 PNG(NE) FSJ/DC & TR 2020-2021 RRA 
  Response to BCUC IR No. 2 
 June 3, 2020 
 Page 86 of 94 

 
 

94.9.1 Please address how the nature of an expenditure, specifically whether the 
expenditure is an extension to the existing system, is relevant, if at all, to the 
decision whether to file a CPCN or a section 44.2 expenditure schedule. 

Response: 
 
As per section 45 of the Utilities Commission Act (UCA), PNG(NE) submits that there is limited discretion 
as to whether or not a CPCN is required for expenditures.  As indicated in the response to Question 
130.9, PNG(NE) 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(NE) 
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(NE) 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(NE) notes, however, that the 
materiality of such expenditures may be considered relevant, as per this series of information requests.   
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 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS 
Exhibit-2 FSJ/DC, Section 3.4.1.4, pp. 124-125; TR, Section 3.4.1.4, pp. 101-
102 
Automotive Cost Allocation 

On page 124 of the FSJ/DC Amended Application and 101 of the TR Amended Application, 
PNG(NE) states the following with respect to the recommended approach for the capital 
allocation:  

Based on the forgoing, PNG proposes the following for allocating Automotive 
costs to capital projects: 

• Continue to apply the current budgetary convention for allocating 
forecast Automotive costs to capital, whereby the divisional percentage 
of capital labour costs of consolidated labour costs is applied to the 
consolidated Automotive cost pool; and 

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

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

Response: 
 
The 15 percent factor is effectively a vehicle overhead capitalization rate.  This factor has been in place 
for many years, however, the genesis is unknown but is believed to be based on a historic study or 
evaluation of actual experience.  In 2013, PNG(NE) reviewed the 15 percent factor applied to capital 
labour for the allocation of Automotive costs to capital and confirmed that it was a reasonable 
approximation of actual Automotive costs attributable to capital. 
 
 
 

 Please comment on any alternatives that were that were considered with respect to 
the capital allocation, and why they were ultimately rejected.  

Response: 
 
As noted in response to Question 95.1, the 15 percent factor for the capital allocation of Automotive 
costs has some historic basis.  Further, given PNG(NE)’s evaluation that the existing methodology 
continues to be reasonable based on the five-year average allocations for 2015 to 2019 falling within 
a reasonably narrow range of ± $7,054 to $11,986, no further alternatives were evaluated. 
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Further on page 124 of the FSJ/DC Amended Application and page 101 of the TR Amended 
Application, PNG(NE) states the following with respect to the recommended approach for 
the operating cost allocation:  

…PNG proposes the following: 

• Once the consolidated Automotive cost pool has been established, 
subtract the costs identified as being attributable to capital in order to 
arrive at the operating cost pool. 

• Apply the five-year rolling average of each division’s actual percentage 
distribution of operating Automotive costs to the test year operating 
cost pool. 

 Please comment on any alternatives that were considered with respect to the 
operating cost allocation, and why they were ultimately rejected.  

Response: 
 
Given the complexities of the interplay between the capital and operating aspects of Automotive costs, 
and the foundation provided by PNG(NE) historical allocation methodology, PNG(NE)’s approach to 
revising its methodology was one of tweaking the existing process rather that undertaking a wholesale 
change to the Automotive cost allocation approach.   
 
As noted in response to Question 95.2, the methodology for the forecast capital allocation of 
Automotive costs was found to continue to be reasonable compared to actual results.  Consequently, 
PNG(NE) focused its analysis on the operating allocation of Automotive costs and found, and has 
proposed, a methodology using a five-year rolling average of each division’s actual percentage 
distribution of operating Automotive costs to the test year operating cost pool, that has demonstrated 
considerable improvement for the forecast operating allocation of Automotive costs compared to 
actual results 
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On page 125 of the FSJ/DC Amended Application and 102 of the TR Amended Application, 
PNG(NE) presents the following table summarizing its historic and proposed methodology for 
forecasting the consolidated pool of Automotive costs: 
 

 
 

Further on the same pages, PNG(NE) states: 

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

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

Response: 
 
PNG(NE) 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 with a calendar year projection of actual 
costs for 2019.  A more appropriate description would be “forecast 2019 costs.” 
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 Please confirm that PNG(NE) 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 “forecast 2019 costs” referred to in response to Question 95.4 are 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 (October 2019 
actual costs plus an estimate for November and December 2019 costs). 
 
As noted in the last paragraph on page 125 of the FSJ/DC Amended Application and page 102 of the 
TR Amended Application (and in consideration of the response to Question 95.4 and the preceding 
paragraph in this response), PNG(NE) 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(NE) observes that the Test Year 2020 provision for consolidated Automotive costs included in the 
Amended Applications of $1,024,000 is $8,000 less than the amount for Actual 2019 costs inflated by 
2% of $1,032,000.  PNG(NE) does not propose to make an adjustment for this immaterial item, which 
as it stands is to the benefit of ratepayers. 
 
 
 

95.5.1 If not confirmed, please explain the recommended methodology.  

Response: 
 
Please see the response to Question 95.5. 
 
 
 

95.5.2 If confirmed, please explain why PNG(NE) 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 95.5. 
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 Please re-create the table for the consolidated cost pool (illustrated in the preamble 
above) and 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. 

Response: 
 
Please see the table that follows.  In the table the proposed methodology uses 2015 Actual costs as 
the base for 2016 Forecast costs with each year thereafter inflated by 2%.  As 2015 is the base year the 
table has been adjusted to remove the effects of 2015 variances. 
 

 
 
PNG(NE) observes that making use of 2015 Actual costs lends further support 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 $133,856 lower than Actual to $72,156 greater that Actual with 
an average Forecast amount $15,573 less than Actual, much more appropriate than the average 
Forecast amount being $136,709 greater than Actual per the historic methodology. 
 
 
 

95.6.1 Please explain why 2015 was selected as the base year. 

Response: 
 
As a convention for its analysis of the Automotive cost allocation methodology, PNG(NE) selected the 
period of 2015 to 2019 as the evaluation period.  Furthermore, in many of PNG(NE)’s budgeting 
activities, forecast amounts are based on prior year averages of actual costs, often for the most recent 
5-year period.   
 
In this instance, in testing an inflationary approach to forecasting the Automotive cost pool, for 
consistency PNG(NE) selected the beginning of this test period as the base year. 
 
 
 
  

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

Response: 
 
In the past, PNG(NE) has considered alternatives for forecasting Automotive costs, including divisional 
forecasts.  However, in PNG(NE)’s experience the pooled approach to forecasting Automotive costs 
was found to be administratively efficient as it aligns with the way PNG(NE) manages it procurement 
of vehicles and Automotive cost elements – on a consolidated basis.   
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 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. 
 

 
 
PNG(NE) 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(NE) 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(NE) 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(NE) 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 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          

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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 Please explain how PNG(NE) 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(NE) has undertaken considerable analysis and evaluation of historic results and the 
implications of changes proposed.  PNG(NE) 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(NE) notes that the effectiveness of the allocation of Automotive costs is undertaken in the normal 
course of evaluating its financial results, where actual results are compared to approved budgetary 
amounts.  PNG(NE) 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. 
 
 
 

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

Response: 
 
PNG(NE) has proposed to make use of historic actual distributions of Automotive costs as a basis for 
future cost allocations. 
 
PNG(NE) appreciates that such an approach has weaknesses, particularly in times of rapid change in 
nature and levels of business activity.  However, PNG(NE) observes that as a utility with relatively stable 
and static (i.e. not very dynamic) operations such an approach has merit in its simplicity both in terms 
of transparency and administrative requirements. 
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	L. Cost of Service Reporting – Actual vs Decision
	92.0 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION Exhibit B-2 FSJ/DC, Tab 1, p. 4; Exhibit B-3, BCUC IR 58.1 Account 875 – Mains and Service
	92.1 Considering the constant fluctuations of actual costs for Account 875, increasing/decreasing every second year, please explain why Test Year 2021 forecast costs are expected to remain consistent to 2020.

	93.0 Reference: COST OF SERVICE REPORTING – ACTUAL VS DECISION Exhibit B-4, BCUC IR 13.1; Account 688 – Other General Operations
	93.1 Please provide the forecast cost associated with the Emergency Response Plan for 2020 and 2021 by account and division (PNG-West, FSJ/DC and TR).


	M. Other Matter to Be Addressed from Prior Year Decisions
	94.0 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit B-3, BCUC IR 62.3, 62.6, 62.8.1 and 62.8.2 Reporting on Significant Capital Projects
	94.1 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.
	94.2 For each of the FSJ/DC and TR Divisions 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.
	94.3 Please discuss the pros and cons of using the following factors to determine the capital expenditure reporting threshold:
	94.4 If the CPCN threshold were to be established at $1,000,000 for the FSJ/DC and TR Divisions, please provide all project expenditures that would be filed as CPCNs as a percentage of total capital expenditures for 2017 to 2019 for each of FSJ/DC and...
	94.5 For each division (FSJ/DC and TR) please provide the CPCN threshold that would be required to represent 20 to 30 percent of the total capital expenditures for 2017 to 2019.
	94.6 Please provide the individual CPCN threshold of $750,000, $1,000,000, $1,500,000, $2,000,000 and $2,500,000 as a percentage of total rate base, with supporting calculations for each of the FSJ/DC and TR Divisions.
	94.7 Please discuss the relevance of public interest components of a capital project in setting a CPCN threshold.
	94.8 Please discuss the pros and cons of using the following factors in determining an appropriate CPCN threshold:
	94.9 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.
	94.9.1 Please address how the nature of an expenditure, specifically whether the expenditure is an extension to the existing system, is relevant, if at all, to the decision whether to file a CPCN or a section 44.2 expenditure schedule.


	95.0 Reference: OTHER MATTER TO BE ADDRESSED FROM PRIOR YEAR DECISIONS Exhibit-2 FSJ/DC, Section 3.4.1.4, pp. 124-125; TR, Section 3.4.1.4, pp. 101-102 Automotive Cost Allocation
	95.1 Please explain what the 15 percent factor used in the allocation of actual capital Automotive costs is based on.
	95.2 Please comment on any alternatives that were that were considered with respect to the capital allocation, and why they were ultimately rejected.
	95.3 Please comment on any alternatives that were considered with respect to the operating cost allocation, and why they were ultimately rejected.
	95.4 Please explain what is meant by “forecast 2019 actual costs.”
	95.5 Please confirm that PNG(NE) recommends that the consolidated Automotive cost pool for 2020 be forecast based on 2019 forecast costs adjusted for 2 percent inflation.
	95.5.1 If not confirmed, please explain the recommended methodology.
	95.5.2 If confirmed, please explain why PNG(NE) does not use 2019 actual costs, adjusted for inflation, as the basis to forecast the Automotive cost pool for Test Year 2020.

	95.6 Please re-create the table for the consolidated cost pool (illustrated in the preamble above) and adjust the proposed methodology by using the 2015 actual, rather than forecast, as the base and applying the inflation factor to actual costs for su...
	95.6.1 Please explain why 2015 was selected as the base year.

	95.7 Please explain whether PNG(NE) considered creating a forecast Automotive cost for each division based on expected costs. Please comment on the pros and cons of this approach and why it was not selected.
	95.8 Please discuss how using a 5-year rolling average of the actual consolidated cost pool impacts the forecast methodology.
	95.9 Please explain how PNG(NE) 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 ...
	95.10 Please comment on the strengths and weaknesses of using historic allocations of Automotive costs as a predictor of future allocations for the operating and consolidated forecast.
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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





 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 8 


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 


 







 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 9 


 
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 
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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; 
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 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. 
 







 


 


 


BC Oil and Gas Commission   Version 1.9  published: April 2018 


Uncontrolled copy once downloaded 


 


     Page: 24 


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.  
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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. 
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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, 
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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.  
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Senior management shall at least annually review and approve the output of management reviews, which shall 


be documented.  
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