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IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

Pacific Northern Gas Ltd.
An Application for No changes to 2015 Delivery Rates and
Changes to the 2015 Revenue Stabilization Adjustment Mechanism Rider
for the PNG-West Service Area

BEFORE: Carol Brown, Panel Chair/Commissioner
Karen Keilty, Commissioner June 18, 2015
David Morton, Commissioner

ORDER

WHEREAS:

A. On November 28,2014, PacificNorthern Gas Ltd. (PNG) filed withthe British Columbia Utilities Commission
(Commission), pursuantto sections 59to 61, 89 and 90 of the Utilities Commission Act (UCA), an Application
for No Changesto 2015 Delivery Rates and Changes to the 2015 Revenue Stabilization Adjustment
Mechanism (RSAM) Rider (Original Application);

B. Inthe Original Application, PNGrequested approval to:

e Maintainthe current 2014 delivery rates approved by Order G-87-14 on a permanent basis, effective
January 1, 2015;

e Changethe RSAMrider, onan interim basis, effective January 1, 2015;

e Make changesto itsdeferral accounts assetforthin the Application;

e Drawdown sufficientamortization of the LNG Partners Option Fee deferralaccount to reduce its forecast
revenue deficiency to a nil balance once the actual 2014 yearend balances have been determined and
reflectedin the determination of its forecast 2015 revenue deficiency requirement. In the event thata
revenue sufficiency occurs, PNGrequests approval to create anew deferral account to capture the
forecastrevenue sufficiency in 2015;

C. On December12,2014, Commission Order G-195-14 approved the retention of the current delivery charge
componentof customerrates, and the change to the RSAM rate rider as set forthin the Original Application
on an interimandrefundable basis, effective January 1, 2015, and established a Preliminary Regulatory
Timetable;
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On January 12, 2015, British Columbia Old Age Pensioners’ Organization, Active Support Against Poverty,
Disability Alliance BC, Council of Senior Citizens’ Organizations of BC, and the Tenant Resource and
Advisory Centre registered as the sole intervenerinthis proceeding;

On March 9, 2015, PNG filed anamended application (Application)thatincluded anincrease in the forecast
arevenue deficiency to $175,000, up from $117,000 inthe Original Application, and the following requests:

e Approval to maintainthe current 2014 delivery rates approved by Order G-87-14 on a permanent basis,
effective January 1, 2015;

e Approval of an annualized RSAMrate rider of $0.243/GJ, down from $0.452/GJ inthe Original
Application;

e Approval of the changesto PNG’s deferral accounts as detailed inthe Application (Table 4);

e Approval to vary Order G-87-14, to not fully amortize the LNG Partners Option Fee deferral account at
the end of 2014, and only drawdown the amount of $175,000 to reduce the 2015 revenue deficiency to
a nil amount;

In the Application, PNGstated that a simplified regulatory process would be the most efficient process for
the review of the Application;

On March 30, 2015, the Commissioninvited interveners to make submissions regarding regulatory process,
includingwhetherthere is sufficient evidence onthe record concerning PNG’s 2015 revenue requirement
forecastor whethera round of information requestsisrequired. Interveners were invited to make
submissions by Tuesday, April 7, 2015, and PNG to file itsreply submission by Tuesday, April 14, 2015;

On April 28, 2015, Commission Order G-66-15 amended the regulatory timetable established by
Order G-195-14, and established a Streamlined Review Process (SRP) forthe review of the Application. The
SRP was held onJune 3, 2015; and

The Commission considered the Application, evidence and submissions of the parties as set forth and
discussedinthe Reasons for Decision attached as Appendix A tothis order.

NOW THEREFORE pursuanttosections 57, 59 to 61, 8 and 90 of Utilities Commission Act, forthe reasons
attached as Appendix A, the Commission orders as follows:

1.

PacificNorthern Gas Ltd. (PNG) will maintain the current 2014 delivery rates approved by Order G-87-14 on
a permanentbasis, effective January 1, 2015.

The annualized Revenue Stabilization Adjustment Mechanism rideris approved on a permanent basis at
$0.243/GlJ, effective January 1, 2015.
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. Therequested changestothe deferral accountsas setforthinthe Application (Table4) are approved as
modified toreflect the directivesin this Order.

Order G-87-14 is varied to eliminate the requirement to amortize the LNG Partners Option Fee deferral
accountin 2015.

PNG must establish 22015 revenue deficiency regulatory account for the adjusted revenue deficiency,
whichis $175,000, lessthe adjustments as directed by the Commissioninthis order.

The Cost of Service and resulting revenue deficiency as applied for, is approved, with the following noted
variations, summarized as follows:

a.

PNG mustrevise the demand forecast forthe residential use peraccount (UPA) by usingthe previous
forecast methodology, which will reduce the revenue deficiency by $42,000; and

PNG must revise the cost of service forecast by reducingthe recovery of the AltaGas Inter-Affiliate
charge to $715,000, which will reduce the revenue deficiency by $12,000.

Pacific Northern Gas Ltd. must comply with the following directivesin its 2016/2017 Revenue Requirement
Application:

a.

Addressthe proposed recovery mechanism and amortization period for the 2015 revenue deficiency
regulatory account;

Addressthe proposed recovery mechanism and amortization period of LNG Partners Option Fee deferral
account as part of the filingin which itaddresses the recording of additional option fees and recording
of revenue received services commencing under the Gas Transportation Supply Agreement, as required
underOrder G-5-15;

File aregulatory accountreport detailing the carrying value of PNG’s regulatory account balances, a
description of the type, nature and purpose of each account, and the proposed or previously approved
recovery mechanism, amortization period and carrying costs;

Prepare a fulsome analysis of the accuracy of the proposed methodology for the residential UPA
forecast, including a comparison of the existing methodology and the proposed methodology and
actualsfor 2015, andif feasibleforthe five previous years;

Addressthe issue of the 2012 Common Equity Thickness deferral account, includingan analysis for
whetherthis benefits the ratepayers, and the proposed amortized period; and

Provide afull review and analysis of the AltaGas Inter-Affiliate Charges for 2016/2017 forecast, including
the filing of reliableand objective evidence to support proposed recovery of these charges.
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8. PNGisto provide acopy of this order, by email where possible, to all parties who participated in the PNG
2014 Revenue Requirements Application proceedings.
DATED at the City of Vancouver, in the Province of British Columbia, this 18" day of June 2015.
BY ORDER
Original signed by:

C. A. Brown
Panel Chair/Commissioner

Attachment

ORDERS/G-104-15A_PNG West 2015 Delivery Rates-RSAM_Reasons
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Pacific Northern Gas Ltd.
An Application for No changes to 2015 Delivery Rates and
Changes to the 2015 Revenue Stabilization Adjustment Mechanism Rider
for the PNG-West Service Area

REASONS FOR DECISION

1. INTRODUCTION

PacificNorthern Gas Ltd. (PNG) filed an application on November 28, 2014, pursuantto sections 59 to 61, 89 and
90 of the Utilities Commission Act (UCA), with the British Columbia Utilities Commission (Commission),
requesting nochangesto 2015 Delivery Rates and changes to the 2015 Revenue Stabilization Adjustment
Mechanism (RSAM) Rider. The Commission granted an interim order’ on December 12, 2014, approvingthe
followinginterim rates: retention of the current delivery charge component of customer rates and an increase
to the RSAM rate rideron an interim and refundable basis. On March 9, 2015, PNG filed an amended application
(Application),” with revised demand forecast and updated cost of service forecast reflecting the impact of
incorporatingthe results of actual 2014 year-end balances and among otherthings, indicatingarevenue
deficiency of $175,000.

On April 28, 2015, Commission Order G-66-15 established a Streamlined Review Process (SRP) forthe review of
the Application. The SRP was held on, June 3, 2015.

In additionto, orrelated to the above-noted requests, the Panelalso considered the following:

1. Changesto deferral accounts as setforthin Table 4 of the Application;®
2. Avariationfrom Order G-87-14 to change the amortization of the LNG Partners Option Fee deferral
account to $175,000 in 2015, reducingthe forecast 2015 revenue deficiency to zero;*
3. No change to the treatment of the 2012 Equity Thickness Deferral Account;’
Changes to the forecast methodology for the use peraccount (UPA) respecting Residential Rates ;°
5. Cost of Serviceitems’, including:
a. Recoveryof$727,000 of the forecast$2.2 million AltaGas Inter-Affiliate charge;
b. Approval of the Right-of-Way (ROW) forecast expense of $299,000; and
c. Approval of the Operating and Maintenance, and Administrative and General Expense forecast,®
whichinclude the cost of workforce additions fora Director of Environment, Health and Safety, and
a Human Resource Advisor.’

' Commission Order G-195-14.

? ExhibitB-2.

* Ibid., p. 15.

* Ibid., p. 16.

> Ibid., p. 16.

® Ibid., p. 10.

" Whilenot explicitly requested by PNG, itis impliedinthe Application.
® ExhibitB-2, pp. 13-14.

° Ibid., pp. 12-14.
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As providedin the attached order, the Panel has considered all of the evidence, and approves the Application,
save and exceptthatthe Panel has varied specificelements of the Applicationidentified in both the orderand
these Reasons. The Panel has considered issues regarding the following aspects of the Application, and has
provided analysisandreasonsinthe following sections: amortization of the LNG Partners Option Fee ; forecast
for the Residential UPA; treatment of the 2012 Common Equity Thickness Deferral Account; and the previously
referred to cost of service issues raised inthe proceeding.

2. AMORTIZATION OF THE LNG PARTNERS OPTION FEE DEFFERAL ACCOUNT

PNG and LNG Partners, LLC, (LNG Partners) were parties to a gas transportation services agreement, approved
by the Commission onJune 28, 2012."° PNG had received option fees from LNG partners to secure
transportation capacity under the transportation services agreement, a portion of which was to be credited to
transportation service fees if services commenced.'! If the LNG Partners did not commence service as provided
forunderthe terms of the agreement, the transportationservices agreement wouldterminate, and PNGwould
retain the entire option fee.

This optionfee wasrecorded in aregulatory account and was partiallyamortized to smooth rates over the last
several years. The option underthe transportation servicesagreement has not been exercised.

In the PNG 2014 Revenue Requirements Application (RRA), dueto uncertainty thatthe LNG partners would
exercisetheiroption, PNGwas directed to reduce the credit amortization of the LNG Partners Option Fee
deferral account by $800,000 and reserve the balance foramortizationin 2015."

Recently, inaseparate proceeding, the Commission approved an assignment of the LNG Partners option, with
certainamendments, and a new Gas Transportation Services Agreement between PNGand EDF Trading Limited,
dated December 12, 2014 (Transportation Agreement)." Pursuant to this agreement, PNG anticipates the
receipt of $3,000,000 of additional option feesinthe 2015 year, of which $2,000,000 was receivedinthe first
quarterof 2015.** Atthe SRP for this proceeding, the Paneldetermined that the issue of recording additional
optionfeesandrecording of revenue received when services commence under the Transportation Agreement,
could be dealtwithinthe next PNG revenue requirements application or by separate application.

In this application, PNG proposes to reduce the 2015 revenue deficiency to zero, in orderto avoidincreasing
ratesin 2015. PNG prefersto offset the forecasted revenue deficiency of $175,000 usingthe LNG Partners
Option Fee deferral account ratherthan creatinga new deferral account due to the administrative costs that go
along with setting up a new account and addressing amortization of the account in the future.'” PNG submits
that while a portion of the option fees received priorto January 1, 2015, isto be applied as a credit for future
transportation services, amortizing $175,000 in 2015 does not put this creditat risk.'®

10 Order G-89-12.

"' PNG 2012 RRA Decision, Appendix A.
2 G-87-14.

* Order G-5-15.

% Exhibit B-4, BCUC IRs 1.3.1-2

> T1:53.

®11:55.
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Accordingly, in this application, PNG wishes to vary the directive in Order G-87-14 by amortizing only $175,000
of the December 31, 2014 balance inthe LNG Partners Option Fee deferral accountin 2015, which would reduce
the forecasted revenuedeficiency, as provided in the Application, to zero.

BCOAPO supports PNG’s application to modify the amortization LNG Partners Option Fee deferral accountin
orderto achieve rate smoothing, subject to certain adjustments."’

Commission determinations

The Panel agrees with PNGand BCOAPO thatan increase in permanent rates to coverthe 2015 revenue
deficiency may not be efficientorinthe publicinterest, as PNG expects that rates may not increase overthe
long term and may actually drop in the nearterm. However, the Panelis not persuaded that PNG’s request to
amortize $175,000 of the LNG Option Fee deferral accountisthe best approach. The Panel is concerned about
the portion of the un-amortized option fees balance on December 31, 2014, to be credited against future
transportation services under the Transportation Agreement, if the optionis exercised.

The Panel acknowledges that the Commission previously directed PNGto amortize the LNG Option Fee deferral
account balance in 2015." Thiswas based on PNG’s uncertainty as to the future of the LNG Partner’s
Agreement. Today, there is evidence of greater certainty, inthat PNG has received further options feesin 2015
and that the Commission has approved a new gas transportation agreementand assignment, and amendment
of the previous option agreement'® The Panel is of the view that the recovery mechanism and amortization
period of remaining LNG Partners Option Fee deferral accountis betteraddressed as part of the filingin which
PNG will address the recording of additional option fees, and recording of revenuereceived when service s
commence underthe new Transportation Agreement. The Commission can, at that time, review PNG’s
proposed approach to the recovery mechanismforthisaccountinthe context of PNG's policies with regard to
its otherregulatory accounts.

In orderto smooth ratesin the light of the revenue deficiency, the Panelis of the view that a new regulatory
account is appropriate, and that creating a new regulatory account forthe forecast 2015 revenue deficiency will
not add any significantadministrative costs.

For thesereasons, the Panel:

1. Directs PNG to establish a 2015 revenue deficiency regulatory account, for the forecast 2015 revenue
deficiency of $175,000, less any adjustments ordered by the Panel herein, and to file its proposed
recovery mechanism and amortization period of this regulatory account as part of its 2016/2017 RRA.

2. Directs PNG to address its proposed recovery mechanism and amortization period of LNG Partners
Option Fee deferral account, as of December 31, 2014, as part of the filingin which it addresses the
recording of additional option fees and recording of revenue received, pursuant to Order G-5-15.

3. VariesOrder G-87-14, to change the amortization of the LNG Partner Option Fee deferral account to
$0 in 2015.

4. Directs PNG to file a regulatory account report inthe 2016/2017 RRA, detailing the carrying value of
PNG’s regulatory account balances, a description of the type, nature and purpose of each account, the
proposed or previously approved recovery mechanism, amortization period and carrying costs.

Y 11:70.
18 Order G-87-14.
19 Order G-5-15.
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3. FORECAST FOR THE RESIDENTIAL UPA

PNG has made changestoits methodology forforecasting Residential UPA. It states that for the 2015 forecast, it
“partially applied the methodology used in the 2014 PNG-West Resource Plan” in consideration of the
Commission’s observations in that proceedingto harmonize the forecast and forecasting methodologies forall
PNG’sfilings. PNGthen “applied a 50 percent weighting to the forecast UPA derived fromthe PNG-West 2014
Resource Plan methodology and a50 percent weightingto the 2015 lineartrend figure of 5-19 year historical
normalized UPA used in the traditional methodology.”*° PNG acknowledges that “applying a 50/50 weighting
may be considered arbitrary” and as a result offers to evaluate this weightingin future revenue requirements
filings.”*

As aresultof a modification toits forecasting methodology, PNG forecasts a decrease to the delivery margin by
approximately $42,000.** PNG submits that if the old methodology had been used, although therewould be a
timingimpact on customers, the overall impact would not be substantial. It further submits that had the old
methodology been used anditwaswrongin some way it would have resultedin the transfer from one deferral
account to another.”?

BCOAPO submits that PNG should use the existing methodology for 2015 and that PNG can apply to change the
methodology inthe next revenuerequirements application. Inits view “an SRP with a limited discovery process
isn’t the place to change methodology**...issues in the SRP [should] be limited to things thatare not
methodological changes .”*

Commission determination

The Panel acknowledges PNG's efforts to modify its methodologyin response to comments made by the
Commissioninits previous Long Term Resource Plan (LTRP) proceeding. However PNG has provided no evidence
that its proposed methodology is potentially any more accurate thanits existing methodology. Furtherthe Panel
agrees with BCOAPO that this proceedingis notthe place to make thischange. PNGstates that it will revaluate
its proposed 50/50 weightingin future RRAs. Accordingly, the Panel directs PNG to revise the demand forecast
using the previous forecast methodology. The Panel agrees with this approach and directs PNG, in the next
RRA, to prepare a fulsome analysis of the accuracy of its proposed methodology. This analysis should include
a comparison of the existing methodology and the proposed methodology and actuals for 2015 and, if
feasible, forthe five previous years.

The Panel notes that consequentially, by maintaining the existing forecasting methodology, areductionin PNG’s
revenue requirement of $42,000, from $175,000 to $133,000 will occurin 2015. If the actual UPA in 2015 does
reflect the new forecast methodology, then all else being equal the $42,000 differentialwillend up inthe RSAM
account to berecoveredinthe followingyear. As PNG pointed outinitsfinal submission, thisisatiming
difference only.

2% ExhibitB-2, p. 10.

Y Ibid.

22 Exhibit B-5, BCOAPO IR 1.1 (b).
2% T1:65.

24 T1.72.

% T1.73.
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4. 2012 COMMON EQUITY THICKNESS DEFERRAL ACCOUNT

PNG redeemed its preferred shares on February 27, 2012. In the 2012 Revenue Requirement Application
(2012 RRA), PNGsought approval to increase the common equity component of rate base capitalization from 45
percentto 46.5 percent.’® The 2012 RRA Panel made the following determination:

The Commission Panel does not approve the Applicant’s proposed change toits 2012 capital
structure, through raising the common equity component of the rate base by 1.5 percentto
46.5 percentfromthe 45 percentthatwas approvedin Order G-84-10. The Panel expects that
the appropriate capital structure and return on equity are being reviewed in the Generic Cost of
Capital proceeding. However, the Panel does allow PNGto record the revenue requirement
effectof its proposed increase incommon equity from 45 percent to 46.5 percent, effective
February 28, 2012, in a non-rate base deferral account attractinginterest at the weighted
average cost of debt. The disposition of this deferral account should occurinthe next RRA,
following the issuance of the Generic Cost of Capital decision.”’

PNG, in the 2015 RRA® stated that it has not addressed the disposition of the 2012 Common Equity Thickness
Deferral Account, incompliance with the 2012 and 2013 RRA decisions.

The Stage 2 Generic Cost of Capital Decision wasissued on March 25, 2014.

When asked by Commission staff at the SRP why this account was not amortizedin 2015, PNG responded by
stating that the disposal of this deferral account should be reviewed in the 2016/2017 RRA. Inthe Application,
PNG requested asimplified regulatory process.”’

Commission determination

The Panel directs PNG, inthe 2016/2017 RRA, to address the issue of the 2012 Common Equity Thickness
deferral account, including an analysis of whether it benefits ratepayers, and how it should be amortized.

The Panel considers thatthe 2012 Common Equity Thickness deferral account should have been addressedin
the 2015 Application. Inthe interest of regulatory efficiency, the Panel accepts PNG’s proposal to deal withitin
the 2016/2017 RRA.

The Panel wishesto clarify a point of possible misunderstanding respecting the use of the SRP. Indeed, the SRP
Guidelines suggest they can be used for smallerapplications with alimited number of issues. The Panel
distinguishes between a “simplified application” and an SRP. If an applicationis smaller, and fitsinto the criteria
of the SRP Guidelines, then an SRP may be used forthe review. However, more complexissues that are
uncontested may alsofitinto the SRP guidelines. Itis the Panel’s opinion that the Commission does not have a
simplified application process, where parties can unilaterally decide to postpone the inclusion of certainissues
inthe application. Rather, the SRP is chosen when the applicationis appropriate —usually meaning arelatively
simple application.

%° PNG 2012 RRA Decision, para 11.2.
27 PNG 2012 RRA Decision, p. 52.

?% ExhibitB-2, p. 16.

2 Ibid, Appendix.
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5. COST OF SERVICE ISSUES

5.1 AltaGas Inter-Affiliate charges

AltaGas Ltd (AltaGas) finalized the purchase of 100 percent of the shares of PNGon December 20, 2011. Since
then, PNG has experienced cost reductions as a result of PNG nolonger being a publicly traded reporting
company,>® and cost increases related to an inter-affiliate charge from AltaGas.

For the 2015 testyear, PNG has included $727,000 for the AltaGas Inter-Affiliate charge in the cost of service.
PNG proposestoaddan inflationary increase of 2 percent percent tothe amount of the 2014 Inter-Affiliate
charge that was includedinthe 2014 cost of service. PNGexpectsthe 2015 AltaGas Inter-Affiliate charge to be
$2.2 million.>

The Inter-Affiliate charge included in the 2012, 2013 and 2014 cost of service was $404,335,%* $621,312>> and
$715,000** respectively.

BCOAPO suggested thatthe PNG proposal forthe Inter-Affiliate charge be reduced, by addingonly 1 percent
inflation, instead of the 2 percent that was provided in the Application.*

Commission determination

In the absence of a study on actual charges, we cannot assess whetherthe affiliate charge should be increased
or decreased. The Panel has reviewed the evidence, and is not persuaded there has been any change of
circumstance since 2014, to support a change to the 2014 inter-affiliate charge for 2015. Therefore, the Panel
denies PNG’s 2015 proposed Inter-Affiliate charge. Instead we allow PNG to recover $715,000 in the cost of
service.

However, PNGshould file with the Commission evidence that would support afuture Commission decision on
whetheritisappropriate to maintain, increase, ordecrease this charge in future years. The Panel is specifically
interested in objective evidence of the market value of the services provided. Accordingly, the Panel directs
PNG to conduct a full review and analysis of the AltaGas Inter-Affiliate Charges for2016/2017 forecast,
including the filing of reliable and objective evidence, such as a third-party consultant’s report in the
2016/2017 RRA.

5.2 Right-of-Way forecast

PNG isrequestingapproval foranincrease in Right-of-Way (ROW) clearing costs for 2015 of $299,000, whichis
$142,000 more than the 2014 actual ROW expense;36 PNG submits that thisis consistent with the 2011-2013
three-yearaverage of $286,000. PNG contends that the variance over 2014 arises due to a budgeting oversight
inthe 2014 Negotiated Settlement Process leading to under-budgeting the usual level of work performed.’’

*° PNG 2012 RRA Decision.

1 ExhibitB-4, BCUC IR 1, para 6.1.
2 PNG 2012 RRA Decision, p. 23.
>3 PNG 2013 RRA Decision, p. 29.
** ExhibitB-4, BCUC IR 1, para 6.1.
> T1: 69 line 19-21.

*® ExhibitB-2, p. 13.

*” Ibid.



APPENDIX A
to Order G-104-15A
Page 7 of 8

BCOAPO queried the budgeting oversight*® and whetherthe budget of $299,000 was based on an intuitive
estimate or calculated froma list of projects.*’ PNG replied that they used a zero-based budgeting approach,
and that the managers of each area responsible forthe ROW were tasked with determining the work required
for the 2015 fiscal year.*

In its final submission, BCOAPO requested that the ROW forecast be reduced by $13,000 to $286,000, in order
to align with the 2011-2013 three-yearaverage. BCOAPO noted thatin any of the lastfouryears, PNG has only
spentover $266,000 once.

Commission determination

The Panel approves of the ROW forecast expense of $299,000 for the 2015 test year. While the Panel
acknowledges that the forecastis much higherthan the 2014 actual, and higherthanthe average for recent
years ($286,000), the Panel accepts the evidence of PNGthatthe ROW expenses are based on identified ROW
projects, which includes some work that was postponed from 2014 to 2015.*' The Panel notes that the average
of the 2015 forecast($299,000) andthe 2014 actual ($157,000) is $228,000. For these reasons, the Panel
concludesthatthe ROW 2015 forecastis reasonable.

5.3 Operating, Maintenance, Administrative and General Expenses —Labour

The issue of labour costs was raised in the context of the Operating, Maintenance, Administrative and General
Expenses. PNGforecasts anetincrease of Operating and Maintenance Labour of $397,000 for2015** and
administrativeand general expenses of $350,000.** In the Operating and Maintenance expenses category, PNG
stated that the forecastincludes anewly created position of Director of Environmental Health and Safety.** In
the Administrative and General expenses category, anew Human Resource Advisor (HR Advisor) was added to
the labour component.*®

When asked about the increased labour cost forecast with respectto these two positions, PNGreplied that the
“fully-loaded annual cost of the two new positions is approximately $396,000.”*

Regarding the HR Advisor, PNGstatesthatthey replaced 10 percent of their workforce in 2014 have a significant
number of employees eligible for retirement, and ongoing requirements for recruiting will become more
challenging. PNG contends that this expenseis more cost effective than its past practice of outsourcing
recruiting to search firms.*’

3% ExhibitB-5, BCOAPO IR 1, para 2.2.
*¥71: 20, line6-15.

*°71: 20, line 16-24.

*111: 17-18.

*2 ExhibitB-2, p. 12, line 15.

3 \bid, p. 14, line 2.

** bid, p. 12.

*> bid, p. 14.

* ExhibitB-4, BCUC IR 1, 4.2.

* bid.
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With respectto the Director of Environment Health and Safety, PNGstated that one person, whois now retired,
was responsible forthe documentation and liaison, respecting health and safety, and that there is now
“increased liaison that [is] required.” He was the manager of community relations.*® PNG provided that the net
cost of the wages for this position is $82,000.*

BCOAPO submitsthatitagrees with PNG’s justification for the hiring of a new Human Resource person, with the
current and proposed staffing changes at PNG.>° However, BCOAPO submits that the addition of the position of
the Director of Health and Safety, with a fully loaded cost of approximately $250,000, represents approximately
a 1l percentincrease toratepayers, implyingthatitis excessive. BCOAPO submits that health and safety ought to
be addressed inthe ordinary course of business.>* BCOAPO asked the following question at the SRP, in reference
to the Director of Health and Safety position: “[n]o one actually had that as part of theirjob description priorto
this new person being hired? It was just something they did off the side of their desks?” >

PNG respondedtoinquiries from BCOAPO, suggesting that the Oil and Gas Commission (OCG) has taken a more
proactive and increased role in health and safety issues, including training, emergency response, and first
responders. Inaddition, the OGCrequires more comprehensive planning documents and have opened up an
officein Terrace.”

Commission determination

The Panel approves the increase to the Operating, Maintenance, Administrative and General expenses. The
Panel hasreviewedthe evidence and finds that PNG’s explanation forthose forecastincreases are reasonable.

The issue of the Operating, Maintenance, Administrative and General expense forecast was raised in terms of
labour costs.

The Panel accepts PNG’s justification, and BCOAPQO'’s agreement, that the HR Advisorwould be engagedin
recruiting activities, which is more cost-effective than outsourcing to search firms>* and find that this expense is
reasonable.

The Panel acknowledges BCOAPQ’s concerns that the addition of the Director of Environment Health and Safety
isan added expense, and at $296,000 representing 1 percent of the cost of service, which is notinsignificant.
Further, while the Panel supports BCOAPQ’s principled approach that PNG as a whole should deal with health
and safetyinthe ordinary course of business, the Panel sees the addition of a Director of Health and Safety as an
additionto, and not in place of, PNG having a corporate culture that supports health and safetyinthe ordinary
course. The Panelis persuaded by the fact thatthe employee, who was responsible for health and safety
compliance filings, retired and that the netincrease in cost for this position is $82,000. The Panelis further
persuaded by PNG’s evidence that the Oil and Gas Commission has taken a more active role in pipeline
regulation, which hasimpacted PNG’s Health and Safety Activity level.

*71:37,line13-22.

* ExhibitB-2, p. 12, line 30.
*°11: 70, line 12-13.

> Ibid.

>271: 37, line7-10.

>3 71: 35, line9-22.

>* ExhibitB-4, BCUC IR 1, 4.1.
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