ONTARIO ENERGY BOARD

IN THE MATTER OF THE Ontario Energy Board Act, S.0. 1998, C.15,
Schedule B, and in particular Section 21(2) thereof;

AND IN THE MATTER OF the Assessment Act, R.S.0. 1990, c. A31, and in
particular Section 25(3) thereof;

AND IN THE MATTER OF an Application by Lagasco Inc. for an Order
determining whether or not the natural gas pipelines owned and operated by
Lagasco Inc. in Haldimand County are gas transmission pipelines

PRE-FILED EVIDENCE OF JANE E. LOWRIE ON BEHALF OF THE APPLICANT,
LASGASCO INC.

(Sworn May 25, 2020)

I. I, Jane E. Lowrie, am President and Chief Executive Officer of the applicant, Lagasco Inc.
(“Lagasco”). I obtained a B.A. from Trinity College, University of Toronto, in 1976 and a M.B.A.
from the University of Western Ontario in 1981. I have been involved in the oil and gas business

in Ontario for more than forty years.

2. Lagasco is a corporation incorporated under the laws of Ontario with its head office at 2807

Woodhull Road, London, Ontario.

The Pipelines are Part of a System for Collecting Natural Gas

3. On November 16, 2018 (the “Closing Date’’) Lagasco closed the purchase of various assets
then owned by Dundee Energy Limited Partnership and its general partner Dundee Oil and Gas
Limited (collectively, “Dundee”) in the context of an application commenced by Dundee under
the Companies’ Creditors Arrangement Act. Among the assets purchased by Lagasco were certain

underground natural gas pipelines located throughout several regions of Ontario, including in



Haldimand County (the “Pipelines”, as more particularly illustrated on Exhibit “A” attached

hereto).

4. Lagasco is responsible for certain liabilities respecting the Pipelines, including municipal
taxes.

5. The Pipelines are part of a natural gas gathering system used in the private gathering and

production of natural gas. A network of smaller gathering Pipelines connects natural gas
production wells located across Haldimand County (the “Wells”, also owned and operated by
Lagasco) into a main gathering Pipeline (the “Main Pipeline”’). The Main Pipeline in turn moves
the natural gas produced by the Wells to a treatment facility, where it is transformed to be saleable
and to meet the quality standards to be accepted by the local distribution company or the utility,

after which point it passes through a metering site (the “Delivery Point”).

6. The Pipelines attached to the Wells are low pressure steel lines of various diameters which
connect to Lagasco’s main pipeline collection systems. The main pipeline systems are comprised
of either four (4), six (6) and eight (8) inch NPS (nominal pipe size) steel pipelines. A compressor
located onshore increases the pressure of the gas flow to in excess of four hundred psi (pounds per
square inch) to enable the natural gas to be transferred and sold to the local utility company at the
Delivery Point. The local utility company has its own pipeline system for then transmitting natural

gas to consumers.

7. The Lagasco Pipelines have essentially remained in their current location as depicted on
Exhibit “A” since well before January 2015. The purpose of the Pipelines is to efficiently collect
the natural gas produced by the Wells, take it to the treatment facility and then deliver it to the

local distribution company at the Delivery Point.



8. Dundee appealed the MPAC property assessment notices for the 2015 taxation year for 35
of their 55 roll numbers. Dundee subsequently appealed the remaining 20 roll numbers so now all
55 roll numbers are under appeal. The 55 roll numbers now attributable to Lagasco include various
onshore facilities as well as onshore and offshore pipelines used for the production and gathering
of oil and natural gas in the upstream production industry. These appeals were stayed by the
Assessment Review Board (“ARB”) pending the resolution of a previous OEB written hearing

brought to the OEB by Tribute Resources Inc., case EB-2015-0206.

0. During the due diligence stage prior to the closing of the Dundee asset purchase, Lagasco
received copies of the Municipal Property Assessment Corporation (“MPAC”) property
assessment notices or summaries thereof in respect of the Pipelines for the 2015 to current taxation

years (the “Assessments”).

10. It is Lagasco’s position that none of the Pipelines have been or is a “pipe line” within the
meaning of section 25 of the of the Assessment Act, R.S.0. 1990, c. A31, as amended (the “Act”™),
and therefore that the Assessments are incorrect. Lagasco maintains the same position for similarly
situated pipelines located elsewhere in Ontario outside of Haldimand County. Attached as Exhibit

“B” is a complete list of the roll numbers for all similarly situated pipelines in Ontario.

11. Subsections 25(1), (2) and (3) of the Act state:
Pipe line
25 (1) In this section,

“gas” means natural gas, manufactured gas or propane or any mixture of any of them;
“o0il” means crude oil or liquid hydrocarbons or any product or by-product thereof;

“pipe line” means a pipe line for the transportation or transmission of gas that is designated by
the owner as a transmission pipe line and a pipe line for the transportation or transmission of
oil, and includes,



(a) all valves, couplings, cathodic protection apparatus, protective coatings and casings,
(b) all haulage, labour, engineering and overheads in respect of such pipe line,

(c) any section, part or branch of any pipe line,

(d) any easement or right of way used by a pipe line company, and

(e) any franchise or franchise right,

but does not include a pipe line or lines situate wholly within an oil refinery, oil storage depot,
oil bulk plant or oil pipe line terminal;

“pipe line company” means every person, firm, partnership, association or corporation owning
or operating a pipe line all or any part of which is situate in Ontario.

Notice

(2) On or before March 1 of every year or such other date as the Minister may prescribe, the pipe
line company shall notify the assessment corporation of the age, length and diameter of all of its
transmission pipe lines located on January 1 of that year in each municipality and in non-
municipal territory.

Disputes

(3) All disputes as to whether or not a gas pipe line is a transmission pipe line shall, on the
application of any interested party, be decided by the Ontario Energy Board and its decision is
final.

12. The Pipelines are strictly gathering lines, not transmission lines within the meaning of the
Act. In the natural gas industry across Canada, gathering lines are very well known as smaller,
shorter-life pipelines, which literally gather the gas from the wells and move their declining
volumes to transmission lines, which are equally known for their much more robust physical
nature, which includes higher pressures, usually ongoing full capacity and longer life span, in
addition to being cathodically protected and annually surveyed and pressure monitored. There are
obvious and significant differences between gathering lines and transmission lines, which

regulators and taxation agencies are aware of in accounting for these facilities.

13.  During the relevant taxation years, neither Lagasco nor Dundee (as applicable) made a
designation under subsection 25(1) of the Act identifying the Pipelines as “transmission pipe

lines”, nor did they give any notice subsection 25(2) of the Act with respect to the Pipelines.



14. Lagasco is not in the business of natural gas transmission or natural gas distribution in the
Province of Ontario. This is a regulated activity, for which Lagasco does not have the necessary
licensing (i.e., Lagasco does not possess a Certificate of Public Convenience and Necessity or hold
any franchise for gas transmission or distribution, nor does it hold any licenses as required under

the Technical Standards and Safely Authority “TSSA”).

The Pipelines Are Being Excessively Taxed

15. There is a remarkable, irrational disparity between the value of Lagasco’s gathering
Pipelines and the disproportionate rate at which they are being taxed, which is worsening annually.
When Lagasco purchased the Dundee assets, the majority of the value of the assets purchased were
in the oil and natural gas reserves in place. This represents the oil and gas remaining underground
at the time of purchase, to be extracted and recovered over time. The gathering pipelines purchased
by Lagasco serve the sole purpose of transporting this oil and gas as it is removed from the wells
to the treatment facilities and ultimately to the Delivery Point. The throughput on these gathering
lines declines year over year as the oil and gas reserves in place decline. Once all recoverable oil
and gas has been removed from under the ground, these pipelines have zero remaining value and

are in fact, a liability to Lagasco.

16. Lagasco estimates that the Pipelines in Haldimand County accounted for approximately
$1.1 million of the total purchase price paid for Dundee’s assets. Meanwhile, they have been
assessed for taxation at a collective value of $13,025,000 in 2016, $13,396,750 in 2017,
$13,765,500 in 2018, $14,140,250 in 2019 and $14,512,000 in 2020. This is totally out of all

proportion to their value, and must be addressed and adjusted to reflect reality.



17. A critical difference between “transmission” pipelines, on the one hand, and “collection”
or “gathering” pipelines, on the other hand, is that transmission pipelines are used indefinitely,
whereas collection/gathering pipelines are only used for a limited period of time, until a well has
been exhausted. The limited lifespan of collection/gathering pipelines means, in accordance with
accounting principles, that their value significantly depreciates over time. However, the
misclassification of the Pipelines as “pipe lines” under section 25 of the Act leads to their assessed
value increasing over time. Another critical difference between the two types of pipelines is that
transmission pipelines are often at full or near full capacity, used as a “highway” for transporting
gas from one location to another. Collection or gathering lines serve the sole purpose of collecting
the gas from the wellheads and gathering it and transporting it to the central treatment facility or
sales point. As the wells connected to the pipelines deplete, the pipelines are less and less full until

the wells are plugged at which point the pipelines are abandoned.

Industry Standard Distinction Between Gathering and Transmission Pipelines

18. The distinction between “transmission” and “gathering” or “collection” pipelines is well-
established within the oil and gas industry, and recognized by Ontario legislation regulating the

industry.

19. Attached hereto and marked as Exhibit “C” is an excerpt from the CSA Standard Z662-15
(the “CSA Standard”) entitled, “Oil and gas pipeline systems”. The CSA Standard covers the
design, construction, operation and maintenance of oil and gas industry pipeline systems in
Canada. The CSA Standard has been legislatively adopted through Ontario Regulation 210/01 (Oil

and Gas Pipeline Systems) made under the Technical Standards and Safety Act, 2000 S.O., c. 16.



Attached as Exhibit “D” is a declaration of the Director for O. Reg. 210/01 dated February 15,

2018 effecting the adoption of the CSA Standard.

20.  Section 2.2 of the CSA Standard contains the following definitions of “Gathering line” and

of “Transmission line”:

Line, gathering — a Pipeline that conveys gas from a wellhead assembly to a
treatment plant, transmission line, distribution line, or service line.

Line, transm_issiqn ~— a pipeline in a gas transmission system that conveys gas
from a gamerlr]g 1 ine, treatment plant, storage facility, or field collection point in a
gas field to a distribution line, service line, storage facility, or another transmission

line.

21 Gathering and transmission pipelines are also distinguished in the Oil, Gas and Salt

“~l.

Resources Act, R.S.0. 1990, c. P.12, as amended (the “OGS Act”). The OGS Act regulates gas

producers, including Lagasco, and for that purpose defines “pipeline” as follows:

“pipeline” means a pipeline used for the collection of oil, gas or other substance
produced from or injected into a well and transportation of the oil, gas or substance
to a separating, processing or storage facility or to a distribution or transmission

pipeline; (emphasis added)

22.  The Pipelines in question are gathering or collection pipelines, and no part of the Pipelines

is a “transmission pipe line” within the meaning of Section 25 of the Act.

SWORN BEFORE ME by video
Conference FROM the city of London in
The Province of Ontario TO the city of
Toronto in the Province of Ontario on
May/ZS, 2020

[\ S L

William A. Bortolin

A !
/ Jane E. Lowrie

Nt S Nt St Nt e et N

A commissioner, etc.
in and for the Province of Ontario



TAB A



THIS IS EXHIBIT "A" TO

THE AFFIDAVIT OF JANE E. LOWRIE

K@N MAY 25,2020
=

William A. Bortolin

Commissioner for Taking Affidavits



MAP 9

(Qﬂ L 2WiO ST O 22 (g (L S
w 79°50' W 79945 W

,agasco Inc,

79°40" W =

e ] I—

J 19-F-2

J20-H-3

J 20-0-1

321018 J21.0-14

J21-Q-3A

4273

v JA2Ve2,. f42-U-1 {
42-W-2 o A1X-2
42--3 - B SO PR

42-v-4

67-Q-1A

70-Q-4

R 3 70-v3
370wt

&)

|

[}
e e e o e o ot el e st i s i

_m_,...._._m___.g.__._.._m..
}



TAB B



THIS IS EXHIBIT "B" TO

THE AFFIDAVIT OF JANE E. LOWRIE

SWORN MAY 25, 2020

William A. Bortolin

Commissioner for Taking Affidavits



Roll Number Municipality
3401000009009010000 Bayham
3418000011009010000 Central Elgin
3650210004402170000 Chatham
3650010003233020000 Chatham
3650010001902020000 Chatham
3650260003208000000 Chatham
3650110012361000000 Chatham
3650140010955000000 Chatham
3650210004402160000 Chatham
3650210004402990000 Chatham
3650060003792000000 Chatham
3650010003233000000 Chatham
3429000002500000000 Dutton
2810021003242000000 Haldimand
2810157002260000000 Haldimand
2810332001503000000 Haldimand
3711670000051000000 Kingsville
3751630000086000000 Lakeshore
3706920000051000000 Leamington
3408000070007010000 Malahide
3310543040151000000 Norfolk
3310493110538000000 Norfolk
2711040006198000000 Port Colborne
3424000010007010000 Southwold
2714000006245000000 Weinfleet
3434000050500000000 West Elgin
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2662-15 Oil and gas pipeline systems

Imperfection — a material discontinuity or irregularity that is detectable by inspection as specified in
this Standard.

Impressed current — see Current, impressed.
Indication — evidence obtained by nondestructive inspection.

Inspection, non-destructive — the inspection of piping to reveal imperfections, using radiographic,
ultrasonic, or other methods that do not involve disturbance, stressing, or breaking of the materials.
Note: Direct visual inspection is not considered a form of non-destructive inspection.

Instrument piping — see Piping, instrument.

Integrity management program — a documented program that specifies the practices used by the
operating company to ensure the safe, environmentally responsible, and reliable service of a pipeline
system.

Note: An example of items to be included in an integrity management program is provided in Annex N.

Interference bond — see Bond, interference.
Interference current — see Current, stray direct.
Isolating valve — see Valve, isolating.

Joint, electrofusion — a joint made in thermoplastic piping using electrical energy where the heating
element is an integral part of the fitting, such that when electric current is applied, the heat produced
melts the mating surfaces, causing them to fuse together. The heating element is moulded into the
fitting or is inserted as part of a multi-stage manufacturing process, or employs a plastic material that is
an electrical semiconductor.

Joint, heat fusion — a joint made in thermoplastic piping by heating the parts sufficiently to enable
fusion of the materials when the parts are pressed together.

Joint, mechanical interference fit — a non-threaded joint for metallic pipe involving the controlled
plastic deformation and subsequent mating of the pipe ends, or the mating of the pipe ends with a
coupling; the resultant joint is achieved through the interference fit between the mated parts.

Leakage survey — see Survey, leakage.
Leak test — see Test, leak.

Life cycle — in a pipeline system, the period of time including design, procurement, construction,
operation, and abandonment.

Line, distribution — a pipeline in a gas distribution system that conveys gas to individual service lines or
other distribution lines.

% Line, gathering — a pipeline that conveys gas from a wellhead assembly to a treatment plant,
- transmission line, distribution line, or service line.

Line, service — a pipeline in a gas distribution system that conveys gas from a gathering line,
transmission line, distribution line, or another service line to the customer.
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2662-15 0Oil and gas pipeline systems

Line, transmission — a pipeline in a gas transmission system that conveys gas from a gathering line,
SZA. treatment plant, storage facility, or field collection point in a gas field to a distribution line, service line,
storage facility, or another transmission line.

Liner — a tubular product that is inserted into buried piping to form a corrosion-resistant barrier or
separate, free-standing, pressure-retaining piping.

Longitudinal stress — see Stress, longitudinal.
Long-term hydrostatic strength — see Strength, long-term hydrostatic.

Lower explosive limit (LEL) — the smallest proportion of flammable gas mixed with air that would
result in combustion when exposed to a source of ignition.

Low-pressure distribution system — see Distribution system, low-pressure.

Low-vapour-pressure (LVP) pipeline system — a pipeline system conveying

a) hydrocarbons or hydrocarbon mixture in the liquid or quasi-liquid state with a vapour pressure of
110 kPa absolute or less at 38 °C, as determined using the Reid method (see ASTM D323);

b) multiphase fluids; or

c) oilfield water.

Maximum combined effective stress — see Stress, maximum combined effective.
Maximum operating pressure — see Pressure, maximum operating.

Measuring station — a facility used to measure the quantity of service fluid flowing through piping,
including meters, controls, piping, buildings, and other appurtenances.

Mechanical connector — a device or element, other than a threaded joint, used to join pipe ends by a
mechanical process.

Mechanical interference fit joint — see Joint, mechanical interference fit.

Mechanical repair sleeve — equipment that can be installed over a leak to reduce or stop the leak.
Meter, customer’s — a meter that measures gas delivered to a customer.

Monitor regulator — see Regulator, monitor.

Multiphase fluid — oil, gas, and water (in liquid and/or vapour form) in any combination produced from
one or more oil wells, or recombined oil well fluids that possibly have been separated in passing
through surface facilities.

Nominal wall thickness — see Wall thickness, nominal.
Nondestructive inspection — see Inspection, nondestructive.

NPS — nominal pipe size, a dimensionless abbreviation followed by the numerical portion of the
previously used inch nominal size of the matching pipe to designate the nominal size of components.

Offshore pipeline — see Pipeline, offshore.
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2662-15 0il and gas pipeline systems

Figure 1.2
Scope diagram — Gas industry pipeline systems
(See Clauses 1.2 and 2.2.)

Offshore
pipeline Ordinary high water mark
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\ ,/ any wellsite production facilities
S ’
e H
! Gas-gathering facilities, |
' line heaters, or field H
! dehydration facilities !
Compressor station
A b
i 3 i
{ Gas processing plant H
H :
Measuring and/or
pressure-regulating
station
yoToTTTTIEE e 3
1 1
Compressor station smemeed nderground formation |
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Pipe-type or
bottle-type holder
Measuring and/or Gas distribution system
pressure-regulating (See Figure 12.1)
station

Note: Facilities, including associated pumps and compressors, indicated by dashed lines are not within the scope of
this Standard.
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Ref. No.:
FS-238-18
Date:
February 15, 2018

Fuels Safety Program

Oil and Gas Pipeline Systems
Code Adoption Document Amendment

IN THE MATTER OF:

Technical Standards and Safety Act, 2000, R.S.0. 2000, c. 16, Ontario
Regulation 223/01 (Codes and Standards Adopted by Reference), and
Ontario Regulation 210/01 (Oil and Gas Pipeline Systems)

The Director for the purposes of Ontario Regulation 210/01 (Oil and Gas Pipeline Systems),
pursuant to sections 8(1) and 8(2) of Ontario Regulation 223/01 (Codes and Standards Adopted
by Reference) and section 36(3)(a) of the Technical Standards and Safety Act 2000, R.S.O.
2000, c. 16, hereby provides notice that the OIL AND GAS PIPELINE SYSTEMS CODE
ADOPTION DOCUMENT published by Technical Standards and Safety Authority dated June 1,
2001, as amended, is further amended as follows:

All sections of the Oil and Gas Pipeline Systems Code Adoption Document (including

previous amendments thereto) are revoked and replaced with the following:

Background:

This amendment to the Oil and Gas Pipeline Systems Code Adoption Document (CAD) revokes and replaces
the previous amendment (FS-220-16, dated July 19, 2016). A delta symbol (A) in the left margin indicates a
provision that is new or that has changed since the previous CAD amendment.

The following are the most significant changes from the previous CAD amendment:
e  Security standard, CSA Z246.1 re-adopted on this version of CAD
o  Definition of “ground disturbance” changed to align with the O.Reg.210/01
e Exemption on digester and landfill sites corrected to reflect appropriate code for the pipeline passing
through public domain.

Section 1
CODES ADOPTED BY REFERENCE

1. The Director hereby adopts and requires all persons to whom O. Reg. 210/01 (Oil and Gas
Pipeline Systems) applies to comply with the standards, procedures and other requirements of
the following codes and regulations:

a) CSA 7662-15 (Oil and Gas Pipeline Systems), published by the Canadian Standards
Association, as amended by Section 3 of this document.

b) CSA 7276-15 (Liquefied Natural Gas (LNG) - Production, Storage and Handling),
published by the Canadian Standards Association,

c) CSA Z246.1-17 Security management for petroleum and natural gas industry
systems, published by the Canadian Standards Association,



Background:

This Standard adopted in previous Code Adoption Document (CAD), FS-196-12, which was removed
from CAD, is being reintroduced.

d) CSA Z247-15 Damage Prevention for the Protection of Underground Facilities,
published by the Canadian Standards Association, as amended by section 2 of this
document.

A Section 2

AMENDMENTS TO CSA Z247-15 (Damage prevention for the protection of underground
infrastructure)

2. The following clauses and/or sections of the CSA-Z247-15 (Damage prevention for the
protection of underground infrastructure) are amended as follows:

(1) Ground disturbance definition is amended as follows:

Ground disturbance — means; digging, boring, trenching, grading excavation or breaking
ground with mechanical equipment or explosives.

Background:

Definition of Ground disturbance changed for consistency with O. Reg. 210\01

Section 3
AMENDMENTS TO CSA Z662-15 (OIL AND GAS PIPELINE SYSTEMS)

The following clauses and/or sections of the CSA-Z662-15 (Oil and Gas Pipeline Systems) are
amended as follows:

(@8] Clause 1.2 is deleted and substituted by the following:

1.2

The scope of this Standard, as shown in Figures 1.1 and 1.2, includes

(a) for oil industry fluids, piping and equipment in onshore pipelines, tank
farms, pump stations, pressure-regulating stations, and measuring
stations;

(b) oil pump stations, pipeline tank farms, and pipeline terminals;
(c) pipe-type storage vessels;

(d) for gas industry fluids, piping and equipment in onshore pipelines,
compressor stations, measuring stations, and pressure-regulating
stations;

(e) gas compressor stations;

(f) gas storage lines and pipe-type and bottle-type gas storage vessels; and



(g) pipelines that carry gas to and from a well head assembly of a designated
storage reservoir.

) Clause 1.3 is amended by adding the following items:

(o) gathering systems

A (p) digester gas or gas from landfill sites or waste gas within the boundary of
the site.

(g) multiphase fluid systems
(r) offshore pipeline systems
(s) oil field water systems
(t) oilfield steam systems

(u) carbon dioxide pipeline systems.

Backaround:

Originally digester and landfill sites were interpreted to be exempt from 2662 as they were within the
jurisdiction of O. Reg 212/01. However, O. Reg 212/01 did not account for the possibility that the gas
produced by digester and landfill sites would be exported or conveyed via pipeline through the public domain.
This addition limits the exemption for these pipelines within the boundary of the sites. When pipes pass
through the public domain, they are considered as pipeline and applicable code is CSA Z662.

3) Clause 2.2 is amended by adding the following clarification:

For the purpose of this Code Adoption Document, within a gas pipeline
system, transmission pipelines are those lines that operate at or above 30%
of the pipe’s specified minimum yield strength (SMYS) at MOP.

4) Clause 3.2 is amended by renumbering the existing clause 3.2 to 3.2.1 and adding the
following clause:

3.2.2
Natural gas distributors shall incorporate into the procedures for managing the
integrity of pipeline systems required in clause 3.2.1 an action plan that includes:

a. adescription of the steps taken or that will be taken to mitigate the potential
of penetration of sewer lines by a natural gas pipeline during trenchless
installation;

b. aprogram that raises stakeholder awareness of the potential safety issues that
could arise when attempting to clear a blocked sewer service line beyondthe
outside walls of a building; and

c. an assessment of potential risks and a plan to mitigate these risks.

(5) Clause 4.1.7 is deleted and substituted with the following:



4.1.7

Steel oil and gas pipelines may be designed in accordance with the requirements of
Annex C, Limit States Design, provided that such designs are suitable for the conditions
to which such pipelines are to be subjected, and provided that the design has been
reviewed and approved by the Director prior to installation or use.

Background:

An editorial change. Previous version of CAD had mistakenly referred to section 4.1.8. That mistake is

corrected in this version.

(6) Clause 4.3.4 is amended by adding the following clauses:

4.3.4.9 High consequence areas
4.3.4.9.1 Definitions

The following definitions apply to the remainder of clause 4.3.4:

Assessment means the use of testing techniques set out in this sectionto
ascertain the condition of a covered pipeline segment.

Covered segment or Covered pipeline segment means a segment of oil or gas
transmission pipeline located in a high consequence area. The terms “oil”,
“gas” and “transmission” are defined in O. Reg. 210/01

High consequence area means

(a) for a gas transmission pipeline, an area defined as:

(i)
(ii)
(iii)

(iv)

a Class 3 location under CSA Z662-15, Clause 4.3.3;
a Class 4 location under Clause 4.3.3;

any area in a Class 1 or Class 2 location where the
potential impact radius is greater than 200 metres and
the area within the potential impact circle contains 20 or
more buildings intended for human occupancy; or

any area in a Class 1 or Class 2 location where the
potential impact circle contains an identified site; and

(b) for an oil pipeline, an area containing:

(i)

(ii)

(iii)

a commercially navigable waterway, which means a waterway
where a substantial likelihood of commercial navigation exists;

a high population area, which means an urbanized area, as
defined and delineated by the latest Statistics Canada Census,
that contains 50,000 or more people or has a population
density of at least 385 people per square km;

any other populated area and/or place, as definedy the latest
Statistics Canada Census, that contains a concentrated
population, such as an incorporated or unincorporated city,
town, village, or other designated residential or commercial
area; or




(iv) an unusually sensitive area, as defined in company’s pipeline
integrity management program.

Identified site means, for Class 1 and Class 2 locations, any of the following
areas:

(a) an outside area or open structure that is occupied by twenty (20)
ormore persons on a minimum of fifty (50) consecutive or non-
consecutive days in any twelve-month (12) period. Examples
include but are not limited to: beaches, playgrounds, recreational
facilities, camping grounds, outdoor theaters, stadiums,
recreational areas near a body of water, and areas outside rural
building such as a religious facility;

(b) a building that is occupied by twenty (20) or more persons on a
minimum of five (5) consecutive or non-consecutive days in any
given week for at least ten (10) weeks in any twelve-month (12)
period. Examples include, but are not limited to, religious facilities,
office buildings, community centers, general stores, 4-H facilities,
sporting and entertainment facilities; or

(c) a facility occupied by persons who are confined, are of impaired
mobility, or would be difficult to evacuate. Examples include but
are not limited to hospitals, prisons, schools, day-carefacilities,
retirement facilities and assisted-living facilities.

Potential impact circle, for natural gas or HVP pipelines systems, is a circle of radius
equal to the potential impact radius (PIR).

Potential impact radius (PIR) means the radius of a circle within which the potential
failure of a pipeline could have significant impact on people or property, determined
by the following formula:

r = 0.00313 times square root of (pd?)

where:

r is the radius of the circular area surrounding the point of failurein
meters (m) p is the MOP of the pipeline in kPa d is the nominal diameter
of the pipeline in mm

NOTE: 0.00313 is the factor for natural gas based on conversion from a formula used in
GRI-00/0189. This number will vary for other gases depending upon their heat of
combustion. An operator transporting gas other than natural gas shall refer to
ASME/ANSI B31.8 S for the formula to calculate the potential impact radius.

Background:

This is an editorial change. The formula had a typographical error in the previous version of the CAD and it
is corrected in this version.

4.3.4.9.2 Identification of high consequence areas
(a) General. Operating companies shall identify which segments of its oil and gas




transmission pipeline system are in high consequence areas. The operator must
describe in its integrity management program the method used to establish high
consequence areas, including the determination of the potential impact radius.

(b) Identified sites. The operator shall identify identified sites by:

(i) using information the operator has obtained from routine operationand
maintenance activities; and

(ii) obtaining information about locations that are likely to meet the criteria
for identified sites from public officials with safety or emergency response
or planning responsibilities (such as officials from local emergency
planning response agencies or from municipal planning departments).

(c) Identified sites - where public officials cannot assist. If the public officials
mentioned above are unable to provide information useable to identify potential
identified sites, the operator shall review and use the following information, as
appropriate, to identify potential identified sites:

(i) the presence of signs, public notices, flags or other markings that suggest
that the area may qualify as an identified site; and

(i) the existence of publicly available information, including online andat
local land registry offices, that suggests the area may qualify as an
identified site.

(d) Newly identified high consequence areas. When an operator obtainsinformation
suggesting that the area around a pipeline segment not previously identified asa
high consequence area could constitute a high consequence area, the operator
shall evaluate the area to determine if the area is a high consequence area. If
the segment is determined to constitute a high consequence area, it must be
incorporated into the operator’s baseline assessment plan as a high consequence
area within one year from the date the area is identified.

Note: Pipeline operators shall keep records of the above requirements pursuant
to section 3.1.2 (f) (v) of CSA Z662-15.

Background:

Note section was added to reiterate the requirements of “record keeping” which is essential part of Integrity
Management Program.

4.3.4.10 Operator’s responsibility to implement this clause
4.3.4.10.1

An operator of a covered pipeline segment shall develop and follow a written program
(as part of the pipeline system integrity management program (IMP)) that contains all
the elements described in the IMP and that addresses the risks associated with each
covered transmission pipeline segment.

4.3.4.10.2 Implementation standards

An operator may use an equivalent standard or practice as required by clause 4.3.4
only when the operator demonstrates in its Integrity Management Program that the
alternative standard or practice provides an equivalent level of safety to the public and
property.

4.3.4.11 Risk assessment




The operator shall conduct a risk assessment that follows Annex B Guidelines for risk
assessment of pipelines falling within the scope of CSA Z662-15 for each covered
segment. The risk assessment shall include the high consequence areas and determine
if additional preventive or mitigation measures are needed.

The operator shall prioritize the covered pipeline segments according to risk.

4.3.4.12 Remediation

For each covered segment, the operator shall develop and establish measures to
prevent or reduce the probability of an incident and to limit the potential
consequences thereof.

These measures shall include conducting a risk analysis of the pipeline segment
to identify additional measures to enhance public safety or environmental
protection. Such measures may include, but are not limited to:

(a) establishing shorter inspection intervals;

(b) installing emergency flow restricting devices (remote operated valves, check
valves and automatic shut off valves, as applicable);

(c) modifying the systems that monitor pressure or detect leaks, as applicable;
(d) providing additional training to personnel on response procedures;

(e) conducting drills with local emergency responders; and

(f) adopting other management controls.

Evacuation procedures shall take into consideration the PIR.

For oil pipeline segments located in high consequence areas, the operating
company shall provide the Ontario Ministry of Natural Resources and Forestry
(MNRF) and the Ontario Ministry of Environment and Climate Change (MOECC) an
opportunity to comment on the company’s contingency plan for leaks or spills
and shall address any comments provided by MOECC or MNRF.

©) Table 4.2 is amended by substituting the requirements for LVP (non-sour services) with

the following:

Class 1 Class 2 Class 3 Class 4
location location location location
Transmission lines (refined products) 1.000 0.900 0.700 0.550
Uncased railway crossings 0.625 0.625 0.625 0.625

This requirement is not retroactive and applies to new pipelines only.

(8) Clause 7.10.3.2 is deleted and substituted with the following:

7.10.3.2

For HVP and for sour service pipeline systems, all butt welds shall be inspected
by radiographic or ultrasonic methods, or a combination of such methods, for
100% of their circumferences, in accordance with the requirements of clause
7.10.4.



©)

(10)

(11)

(12)

Clause 10.3.8.1 is deleted and substituted with the following:

10.3.8.1

Prior to a change in service fluid, including from non-sour service to sour service,
the operating company shall conduct an engineering assessment to determine
whether the pipeline systems would be suitable for the new service fluid. The
assessment shall include consideration of the design, material, construction,
operating, and maintenance history of the pipeline system and shall be submitted
to the Directorfor approval.

Clause 10.3 is amended by adding the following clause:

10.3.11

For the protection of the pipeline, the public and the environment, the operating
company shall develop a pipeline integrity management program for steel
pipelines operated at 30% or more of the SMYS of the pipe at MOP that complies
with the applicable requirements of clause 3.2 of CSA Z662-15.

Clause 10.5.2 is amended by adding the following clauses:

10.5.2.5 Emergency communication meetings

The operator of a transmission pipeline shall conduct meetings with local
authorities, inviting police, firefighting authorities, Ontario Ministry of
Transportation (MTO), Ministry of Natural Resources and Forestry (MNRF), Ministry
of the Environment and Climate Change (MOECC), local conservation authorities
and TSSA, to explain tothe authorities the characteristics of the pipeline system
the operator operates, the type of fuels being transported and the typical
behavior of these fuels in case of uncontrolled escapes or spills and the
capabilities and the coordination requiredto respond to pipeline emergencies.

These meetings shall be conducted at intervals not exceeding five years at locations
that ensure the key stakeholders can attend. The meetings shall be prioritized to
correspond to the operating company’s prioritization of the covered pipeline segments
according to the risk.

10.5.2.6

Operating companies shall prepare an emergency response plan and make itavailable
on request, to local firefighting authorities, as well as the authorities referred toin
clause 10.5.2.5.

Clause 10.6 is amended by adding the following clause:

10.6.5 Right-of-way encroachment
10.6.5.1

No person shall construct, erect or install any structure or tangible item on or within the
pipeline right-of-way, including but not limited to patios, concrete slabs, buildings, pool
houses, garden sheds, swimming pools, hot tubs, fish or other man-made ponds, saunas
or fences, unless written permission is first obtained from the operating company.



(13)

(14)

Clause

10.6.5.2

No person shall deposit or store any flammable material, solid or liquid spoil, refuse,
waste or effluent on or within the pipeline right-of-way.

10.6.5.3

Notwithstanding the above, operating companies may erect structures required for
purpose of pipeline system operation on the pipeline right-of-way.

10.6.5.4

No person shall operate a vehicle or mobile equipment except for farm machinery or
personal recreation vehicles across or within a pipeline right-of-way unless written
permission is first obtained from the operating company or the vehicle or mobile
equipment is operated within the travelled portion of a highway or public road already
existing in the pipeline right-of-way.

10.6.5.5

Operating companies shall develop written procedures for periodically determining the
depth of cover for pipelines operated over 30% of SMYS of the pipe at MOP. Such
written procedures shall include a rationale for the frequency selected for such depth
determinations. Where the depth of cover is found to be less than 60 cm in lands being
used for agriculture, an engineering assessment shall be done in accordance with
clause 3.3 and a suitable mitigation plan shall be developed and implemented to
ensure the pipeline is adequately protected from hazards.

10.15.1.2 is amended by adding the following items:

(e) maintain warning signs and markers along the pipeline right-of-way;
(f) maintain existing fences around above ground pipeline facilities; and

(g) empty tanks and purge them of hazardous vapours within 60 days of deactivation.

Clause 12.4.11.1 is renumbered as clause 12.4.11.1.1. Clause 12.4.11 is amended by adding
the following clauses:

12.4.11.1.2

All new and replacement natural gas service regulators shall comply with the
requirements of CSA 6.18-02 (R2008) (Service Regulators for Natural Gas), published
by the Canadian Standards Association, including the Drip and Splash Test contained
in Appendix A of the said standard. Where a regulator-meter set installation or
supplemental protective devices provides equivalent protection against regulator vent
freeze up passes a successful test in accordance with Appendix C of the said standard,
the requirements of Appendix A (Drip and Splash Test) and those contained in clause



14.15 (Freezing Rain Test) of the standard are waived. Evidence of tests completed in
accordance with Appendix C of the standard shall be retained by the operating
company as permanent records.

12.4.11.1.3

Regulator-meter set configurations shall be included in the operating company’s
operating and maintenance procedures.

(15) Clause 12.4.15.6 is revoked and substituted with the following:

12.4.15.6

Where regulator failure would result in the release of gas, open ends of the vents
shall be located where the gas can escape freely into the atmosphere and away from
any openings in the buildings. Clearances from building openings shall be
commensurate with local conditions and the volume of gas that might be released,
but shall notbe less than those set out in the following table:

Clearance from service regulator vents discharge (m)

Column: I I [ v
Building opening 0.3 1 3 1
Appliance vent outlet 0.3 1 1 1
Moisture exhaust duct (dryers) 1 1 1 1
Mechanical air intake 1 3 3 3
Appliance air intake 0.3 1 3 3
Source of ignition 0.3 1 1 3

Column | applies to natural gas regulators certified under CSA 6.18
standard, incorporating an OPCO system and with a limited relief of
1.5m3/h.

Column Il applies to natural gas regulators certified under CSA 6.18 standard (if
within the scope of the standard) with a relief capacity up to 55m3/h.

Column Il applies to natural gas regulators with a relief capacity over 55 m3/h.
Column IV applies to propane regulators.

Where regulators may be submerged during floods, either a special anti-flood-
type breather vent fitting shall be installed or the vent line shall be extended
abovethe height of the expected flood waters.

(16) Clause 12.4.15 is amended by adding the following item:

12.4.15.10

No person other than an employee or person authorized by the distributor shall
interfere with or perform any alterations, repairs, tests, services, removals,



changes, installations, connections, or any other type of work on the
distributor’s system.

a7) Clause 12.10.12 is amended by adding the following items:

(e) For polyethylene piping installed in Class 1 and Class 2 locations, the upgraded
maximum operating pressure shall not exceed the design pressure calculatedin
accordance with the requirements of Clause 12.4.2; and

(f) For polyethylene piping installed in Class 3 and Class 4 locations, the upgraded
maximum operating pressure shall not exceed the design pressure calculated in
accordance with the requirements of clause 12.4.2 with a combined design factor and
temperature derating factor (F x T) of 0.32, unless the operating company conducts an
engineering assessment to determine whether it would be suitable for the existing
polyethylene piping to be operated at the new pressure. The assessment shallinclude
consideration of the design, material, construction, operating, and maintenance
history of the pipeline system and be submitted to the Director for approval.

(18) Clause 12.10 is amended by adding the following clause:

Section 4

12.10.16

Operating companies shall establish effective procedures for managing the integrity of
pipeline systems operated at less than 30% of SMYS of the pipe at MOP (Distribution
Systems) so that they are suitable for continued service, in accordance with the
applicable requirements of clause 3.2 of CSAZ662-15.

POLYETHYLENE PIPE CERTIFICATION

3. Polyethylene piping and fittings that are used in a polyethylene gas pipeline shall be certified by a
designated testing organization accredited by the Standards Council of Canada as conforming to
CSA-B137.4 (Polyethylene Piping Systems for Gas Services).

Section 5

WELDER QUALIFICATION

4. Welds shall not be made in any steel pipe that forms or is intended to form a part of a steel oil or gas
pipeline or a component of a steel pipeline unless the welding procedures have been approved and
the welder is qualified to make the weld in accordance with the requirements of CSA-2662-15 (Oil
and Gas Pipeline Systems) and is the holder of the appropriate authorization issued under O. Reg.
220/01 (Boilers and Pressure Vessels) made under the Act.

Section 6

EFFECTIVE DATE; MISCELLANEOUS



5. (1) This Code Adoption Document amendment is in effect on February 15, 2018.

2 Where there is a conflict between this document and a code, standard or publication adopted
by this document, this document prevails.

3) Any reference to “Director” in a code, standard or publication adopted by this document
means the Director for the purposes of O. Reg. 210/01 (Oil and Gas Pipeline Systems).

DATED at Toronto, Ontario, this 15t day of February 2018.

ORIGINAL SIGNED BY

John Marshall
Director, O. Reg. 210/01 (Oil and Gas Pipeline Systems)

Any person involved in an activity, process or procedure to which this document applies shall comply with this document.
This document was developed in consultation with the Pipeline Risk Reduction Group

Fuels Safety Program, Technical Standards and Safety Authority
345 Carlingview Drive, Toronto, ON M9W 6N9, Tel: (416) 734-3300 Fax: (416) 231-7525
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