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IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd
Request for Reconsideration
of Orders G-114-13 and G-131-13

BEFORE: D.A. Cote, Panel Chair/Commissioner

C.A. Brown, Commissioner October 10, 2013
C. van Wermeskerken, Commissioner

ORDER

WHEREAS:

A.

On August 1, 2013, the British Columbia Utilities Commission (Commission) issued Order G-114-13 concurrently
with its Decision (PNG West Decision 2013) on the Pacific Northern Gas Ltd. (PNG West) 2013 Revenue
Requirements Application (RRA) pursuant to sections 59 to 61 of the Utilities Commission Act (UCA). PNG West
Decision 2013 directed the utility to file its 2014 RRAfor a period of two years, among other things;

By way of letter dated August 19, 2013, PNG West applied for a reconsideration of Order G-114-13, pursuant to
section 99 of the UCA. Specifically, PNG West requests a variance to delay the implementation of the directive
for PNG West to file its 2014 RRAfor a period of two years until the 2016 and 2017 test years (PNG West
Reconsideration Request);

On August 23,2013, the Commission issued Order G-131-13 concurrently with its Decision [PNG (N.E.) Decision
2013] on the Pacific Northern Gas (N.E.) Ltd. [PNG (N.E.)] 2013 RRA pursuant to sections 59 to 61 of the UCA.
PNG (N.E.) Decision 2013 directed the utility to file its 2014 RRA for a period of two years, among other things;

By Letter L-49-13 dated August 29, 2013, the Commission sought written submissions on the PNG West
Reconsideration Request in the context of both PNG West Decision 2013 and PNG (N.E.) Decision 2013;

By way of letter dated August 29, 2013, PNG (N.E.) applied for a reconsideration of Order G-131-13, pursuant to
section 99 of the UCA. Specifically, PNG (N.E.) requests a variance to delay the implementation of the directive
for PNG (N.E.) tofile its 2014 RRAfor a period of two years until the 2016 and 2017 test years [PNG (N.E.)
Reconsideration Request];
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F. The Commission received written submissions from British Columbia Pensioners’ and Seniors’ Organization et al.

(BCPSO) and PNG. BCPSO supports the PNG West Reconsideration Request and the PNG (N.E.) Reconsideration
Request; and

G. The Commission Panel has reviewed the submissions and determines that Orders G-114-13 and G-131-13 should
be varied for the Reasons for Decision set out in Appendix A to this Order.
NOW THEREFORE pursuant to Section 99 of the Utilities Commission Act, the Commission orders as follows:

1. The Directive in Order G-114-13 requiring Pacific Northern Gas Ltd. to file its 2014 Revenue Requirements
Application for a period of two years is varied to instead require Pacific Northern Gas Ltd. to file its Revenue
Requirements Application for a period of two years, commencing in test years 2016 and 2017.

2. The Directive in Order G-131-13 requiring Pacific Northern Gas (N.E.) Ltd. to file its 2014 Revenue

Requirements Application for a period of two years is varied to instead require Pacific Northern Gas (N.E.)

Ltd. to file its Revenue Requirements Application for a period of two years, commencing in test years 2016
and 2017.

DATED at the City of Vancouver, in the Province of British Columbia, this 10" day of October 2013.
BY ORDER
Original signed by:

D.A. Cote
Commissioner
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Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd
Applications for Reconsideration of Orders G-114-13 and G-131-13

REASONS FOR DECISION

PacificNorthern Gas Ltd. (PNG West) and PacificNorthern Gas (N.E.) Ltd. [PNG(N.E.)] have applied to the British
Columbia Utilities Commission (Commission) to vary Commission Orders G-114-13 dated August 1, 2013, and G-
131-13 dated August 23, 2013, respectively, and the Decisionsissued with those Orders, pursuant to Section 99
of the Utilities Commission Act. PNGWestand PNG (N.E.) (collectively referred to as PNG) seek a
reconsideration and variance to the Decisions thatdirected PNGto file Revenue Requirement Applications (RRA)
coveringatwo year period commencingin 2014.

PNG requests that the Directivesto provide two-year Revenue Requirement Applications be delayed until 2015,
forthe 2016 and 2017 testyears. The original Reasons for Decision foreach of PNG Westand PNG (N.E.)
provided thatfiling future RRAs covering atime span of two yearsis both administratively efficientand prudent
froma cost perspective, with benefits to both the utility and the ratepayer.

The processfor an application forreconsiderationis outlinedinthe Participants Guideto the British Columbia
Utilities Commission, and occurs intwo phases. In the first phase, the applicant must establish that a reasonable
basis existsforthe reconsideration. To advance to the second phase the applicant must meet one of the
following criteria:

e the Commission has made an error of fact or law;
e there hasbeenafundamental change inthe circumstances orfacts since the Decision; or
e anew principle hasarisenas a result of the Decision.

As well, the basisforthe advancement to second stage must show:

e theclaimof erroris substantiated on a primafacie basis; and
e theerror has significant material implications.

By letterdated August 29, 2013, the Commission sought written submissions onthe PNG Westreconsideration
requestinthe context of both PNG West Decision 2013 and PNG (N.E.) Decision 2013.

PNG submits thatthere were noinformation requests or final arguments raised inthe PNG West 2013 RRA and
the PNG (N.E.) 2013 RRA with regard to the frequency of PNG’s RRAs or the appropriateness of multi-yearfilings
in PNG’s circumstances. Therefore, PNGsubmits thatithas not had an opportunity to considerand respond to
theissue of a two-year RRA at that time, priorto a Commission determination being made.

In addition, PNG has cited three reasonsto supportits request:

1. It anticipates potential significant changesinits 2015 business, primarilyarising from the
commencement by LNGPartners of its proposed LNG project;
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2. Its budgeting process for 2014 is well underway, requiring human and financial resources that are
already scarce, which would put PNGunder pressure; and

3. The preparationandfiling of two-year RRAs requires asignificant redesign of theirinternal processes
and procedures and the creation of new and integrated multi-year financial models.

While acknowledging that other utilities make multi-year submissions, which may provide opportunities for
economies of scale and cost-efficiencies, PNG submits that, for the reasons noted above, 2014 is not the
appropriate yeartobeginsuch a process. PNGtherefore proposesthatthe 2015 RRA wouldinclude seeking
approval forresources to implement athoughtful redesign of internal processes and procedures to create
appropriate financial models fora two-year RRA. In addition, itanticipates that with clarity of business
opportunities by 2015, the impacts can be incorporated intoits RRA planning. PNGsubmitsthatitexpectstobe
ina positionto submit RRAsin 2015 forthe 2016/2017 testyears.

While British Columbia Pensioners’ and Seniors’ Organization et al. (BCPSO) acknowledges the efficiency of a
two-year RRA model, it supports PNG’s applications for reconsideration. Though BCPSO notesthat uncertainty
isa regularissue for RRA processes, itagrees thatthere are potential significant changesin PNG’s business over
the nexttwo years, particularlyinrelation to LNG projects. BCPSO submitsthata two-yeardelay may provide
for more certainty.

The Commission Panel grants PNG’s request to postpone the implementation of a two-year RRA to the
2016/2017 fiscal years for both PNG Westand PNG (N.E.). The Panel acknowledges thatthe time between the
PNG 2013 RRA Decisions and the deadline forinitial filing of the 2014 RRAs may be problematicfor PNG, in
terms of allocating resources and changing their models and processes to accommodate atwo-year RRA.
Providing more time for PNGto prepare fora two-year process will allow PNGto develop its RRAs more
efficiently and accurately. Inaddition, the Panel considers that postponing the implementation of the two -year
RRA process should provide adequate timeto allow PNGto increase certainty with respectto economicissues,
includingthe LNG projects. Therefore, the Commission Panel finds it reasonableand appropriate for PNG West
and PNG(N.E.) todelay filing two-year RRAs until 2015, in support of the 2016/2017 Test Years.
Notwithstanding, the Panel notes that most utilities are faced with economicuncertaintyand businesses must
learn to cope with uncertainty, makinginformed decisions about economicassumptions thatimpact budgets
and planning.



