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Foreword

On April 24, 1997, the House of Commons passed a motion dividing what was known asthe Part
I11 of the Estimates document for each department or agency into two documents, a Report on
Plans and Priorities and a Departmental Performance Report. It also required 78 departments
and agencies to table these reports on a pilot basis.

This decision grew out of work by Treasury Board Secretariat and 16 pilot departments to fulfil
the government’ s commitments to improve the expenditure management information provided to
Parliament and to modernize the preparation of this information. These undertakings, aimed at
sharpening the focus on results and increasing the transparency of information provided to
Parliament, are part of a broader initiative known as * Getting Government Right” .

This Departmental Performance Report responds to the government’ s commitments and reflects
the goals set by Parliament to improve accountability for results. It covers the period ending
March 31, 1997 and reports performance against the plans presented in the department’ s Part 111
of the Main Estimates for 1996-97.

Accounting and managing for results will involve sustained work across government. Fulfilling the
various requirements of results-based management — specifying expected program outcomes,
developing meaningful indicators to demonstrate performance, perfecting the capacity to generate
information and report on achievements — is a building block process. Government programs
operate in continually changing environments. With the increase in partnering, third party ddivery
of services and other alliances, challenges of attribution in reporting results will have to be
addressed. The performance reports and their preparation must be monitored to make sure that
they remain credible and useful.

This report represents one more step in this continuing process. The government intends to refine
and develop both managing for results and the reporting of the results. The refinement will come
from the experience acquired over the next few years and as users make their information needs
more precisaly known. For example, the capacity to report results against costs is limited at this
time; but doing this remains a goal.

This report is accessible eectronically from the Treasury Board Secretariat Internet site:
http://www.tbs-sct.gc.caltb/key.html

Comments or questions can be directed to the TBS Internet site or to:

Government Review and Quality Services
Treasury Board Secretariat

L’ Esplanade Laurier

Ottawa, Ontario, Canada

K1A OR5

Te: (613) 957-7042

Fax (613) 957-7044
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SecTION |I: CHAIRMAN 'S SUMMAR Y M ESSAGE

The Boad's coporate pupose is to mak decisions Wwich are fair, objective and espected

In my view, this pupose vas abieved in the 1996-97dcal year as the Boat maintained the quality of
its decision-taking in dealing with anwsuallyy heary workload compising hundeds of egulaory
applicaions,inquiries, studies andaports.

This perbrmance detailed in thedllowing repott, is reflected in:

» the nev ways of doing lisiness Wwich we hare dereloped in ecent wars: for example in 1996,
over 90% of theaverues of NEB-egulaed pipelines wre based on niti-year settlements
negotiated amongst pipeline stakoldes in accodance with the Bodlts guidelines (compad
to some 25% in 1995). Settlements minienand in mary caseseliminae the needdr costy
toll and taiff heaings and povide a shang of cost seings betveen pipeline companies and
their shippes;

» the ecommendions made ¥ the Boad in 1996 bllowing an intensie inquily into a pipeline
pubic safety issueStress Carosion Cadking, which resulted in inagased pulic safety on the
country's oil and @s pipelines;

» the pproval by the Boad of the Expess Pipelingthe frst lage nav oil pipeline out ofWesten
Canada in 45@as and theifst to be gamined under theecentCanadian Emironmental
Assessmerfict,

» the very small popottion of our egulaory decisions thiahave been werturned on apeal
during the last fve years;

 the high dgree of compliance with NEB decisions amdulaions on the parof the
regulaed industy; and

« the coopedtion we have ahieved with other genciesjncluding ayencies in other jusdictions,
with a view to minimizing duplicéion and steamlining eneagy regulaed piocesses.

In 1996,the Boad launded a pofound lusiness tinsbrmation exercise a pat of which resulted in a
completey reorganized NEB ly 1 April 1997. It has ne evolved into a team-based piaipative olgank
zaion cgable of responding to thehangng regulatory ervironment and pang the vay for a vidle
performance mamgement famevork.

| wish to a&knowledge the stding contiibution of the NEB stdifand ny fellow Boaid Membes in
tems of their dediction to ecellence and their coriliution in pioviding eficient and dfective enegy
regulaion.

R. Piddle

PERFORMANCE REPORT 1996/97 1



SecTioN Il DEPARTMENTAL OVERVIEW

A.1 Mandate, Roles and Responsibilities

The main egulaory responsibilities of the Nimnal Enegy Boad (the "Boad" or the "NEB") ae
defined in theNational Enegy Boad Act ("NEB Act") and theCanada Oil and Gas Opations Act
("COGOAct"). Its primary areas of esponsibility pusuant to the NEBRB\ct are:

i) approval of the constiction,opeition and #andonment of int@rovincial and intenaional oil,
gas and commodity pipelines and imtgional and desigriad inteprovincial powver lines;

ii) approval of tolls and taffs for oil, gas and commodity pipelines;
iii) approval of the eport of oil, gas and elediity, and the impdrof naural gas;
iv) ensuing the saé opeation of pipeline &cilities;

v) environmental potection duing the constiction, opestion, maintenance ancbandonment of
pipelines and pwer lines; and

vi) provision of adice to the Minister of N@rral Resoutes Canada (the "Minister") on tteas per
taining to the Boat’s regulaory expettise, upon equest fom the Minister

Under the tans of the COG@\ct and cetain piovisions of theCanada Btroleum ResowesAct ("CPR
Act"), the Boad regulaes oil and gs eploration and poduction actiities on Canada’frontier lands
that are not subject toedernl/provincial accods. This indudes the sa&ity, ervironmental andesouce
consevation aspects of these agties.

A more complete desigtion of the Boad's regulaory responsibilities and thelevant legislation is
contained in the BodisAnnual Reoort available in had copy from the libary or the NEB vebsite:
www.neb.gc.ca.

i) Objectives

Our pupose is to mak decisions thaare fair, objective and espectedWe adieve our pupose ly regu-
lating those mters which ale under our jusdiction,in the Canadian plib interest.

i) Strategic Priorities
As estalished in our Plans and iBrities document taled in Radiament on 18 Ebrualy 1997 ,the
Board's stetegic priorities ae:

e maintain and enhance the quality and timeliness ofeguraory sewvices;

¢ increase our cost ffctiveness;

e transbrm our oganizdion to adieve a esults-bcusedteam-based pacipative ervironment;
and

» improve our &ility to attract,develop and etain highy skilled staf.

These piorities ae also aplicable for the peiod ending Mach 1997.

PERFORMANCE REPORT 1996/97 3



A.2 Organization Composition and Resouce Plans

The NEBAct provides br up to nine Boat Membes. For most of 1996-97 therwere six membes on
strength.

The Chaiman is the NEB Chief Executve Oficer, and the Egcutve Director is the Boal's senior
staf member and Chief Opating Officer. The entie staf complement of 297as of Mach 1997,is
locaed in Cal@uy.

i) Transformation

In 1996-97 the Boad’s olganizdional stucture consisted of ten &ndes,eat of which represented a
core competence shas economicgrnvironment and engeeing. This is shavn in Hgure 1. Stating in
1995,the Boad undetook an &tensve review of its piocesses andhrough stafinitiatives,a seies of
recommend@gons were made identifying a mevision for the Boad. In kegping with this visionthe
Board announced in October 19%6major eolganizaion which became ééctive 1April 1997.
Replacing the aganizdional stucture kuilt on ten functional landes,the Boad is nav organizd into
five Business Unitseflecting its major aras of actiities, nameY, Applicaions, Opegtions,
Commodities|nformaion Manayement and Cqorate Sevices as shen in Fgure 2.

The Executive Director and the Business Leader oftfelgsiness unit makup the Egcutive Team
which is accountale to the Chaman.

The woles and esponsibilities of the meinterdependent bsiness units arsummared as 6llows:
Applications

TheApplicaions Business Unit isssponsile for processing allegulaory applicaions submitted under
the NEBACct, except goplicaions for the &port of electicity or the constuction of intenaional paver
lines. Stafffrom theApplications Unit ae responsike for financial suveillance andihancial audits.
This unit is alsoesponsike for providing advice to Boad Membes with respect to sutgplicdions.

Operations

The Opeations Business Unit isesponsile for all saéty and emironmental mters petaining to acili-
ties under the NEB.ct, COGOAct and the CPRct. As sud, it is responsilte for deseloping tetnical
reguldions, conducting sadty and ewvironmental auditsaccident imestigations and eviewing
emepgeng response cedues. The Opeations Unit is also@sponsilte for regulaing the &ploration
and poduction of lydrocarbon esouces noth of the 60th pallel, pursuant to the COG@ct and the
CPRAct.

Commodities
The Commodities Business Unit ssponsilte for the deelopment of guidelines andguldions
relaing to enegy exports as mandad by Part VI of the NEBAct; commodity maket sureillance;

stautoiily required staistical and otheraports; and pocessing pplicaions elaive to electicity exports
and intendional paver lines.
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Information Management

The Informaion Manayiement Business Unit i@sponsike for providing the sevices of inbrmation
production,exchang and staage. This indudes the deslopment and maintenance qipgopriate infor-
matics systemsmanaging the fow of comnunicaions betveen the Boal and its pulic, and manging
the regulaory information of this Cour of Recod.

Corporate Sewices

The Coporate Sevices Business Unit iesponsilte for providing those setices necessgrto assist
Board Membes, the Executive Team and Business Units in mgirag our humanmaterial and fnancial
resouces.

General Counsel & Professional Leadeship Team

The Geneall Counsel mvides lgyal sevices br both egulaory and mangement puposes; \ile the

Professional Leadship Team has theesponsibility br maintaining and enhancing thelaccal
expettise and gpelience &ailable within the Boadl.

PERFORMANCE REPORT 1996/97 5
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Figure 1
Organization Chart as & 31 March 1997
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Figure 2
Organization Chart effective 1April 1997
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SecTIiON Il DEPARTMENTAL PERFORMANCE

The Boad's major accomplishmentsrfthe peiod ending Mach 1997 vere:

» the nev ways of doing lisiness Wwich we hare dereloped in ecent wass: for example in 1996,
over 90% of theaverues of NEB-egulaed pipelines wre based on aiti-year settlements
negotiated amongst pipeline stakoldes in accodance with the Bodlts guidelines (compad
to some 25% in 1995). Settlementyda@sulted in minimizing and in most casekminaed
the needdr costy toll and taiff heaings and hee provided a shang of cost seings amongst
pipeline companies and their shipger

» the ecommend@ons made ¥ the Boad in 1996 bllowing an intensie inquily into pipeline
pubic safety issues sicas Stess Carosion Cadking, which resulted in inogased puic safety
on the countr's oil and @s pipelines;

» the pproval by the Boad of the Expess Pipelingthe irst laige nev oil pipeline out olWesten
Canada in 45gars and theifst to be pproved under theacentCanadian Emironmental
Assessmemict (CEA Act);

 the very small popottion of our egulaory decisions thiashave been werturned on apeal duing
the last ifve years out of wer 3500 @plicaions piocessed;

 the high dgree of compliance with NEB decisions amdulaions on the parof the NEB-egu-
lated industy; and

» the coopegtion we hare adieved with other gencies,ncluding ayencies in other jisdictions,
with a viewv to minimizing duplicéion and steamlining eneagy regulaed pocesses.

A. Performance Expectéions

A.1 Hnancial Information

Figures 34,5 and 12 pesent ihancial déa for the Boad in 1996-97.

i) Cost Efficiency and EffectivenessAchieved

The Boad stives contimousy to find ways to steamline its pocesses in der to impove on the df-
ciengy and efectiveness of our opations. Expenditugs on heang-relaed actvities compise over 60%
of the Boad's opeational ludget. In ecent yars, these seamlining initidives hae endled the Boad
to handle an ineasingy heary regulaory workload with a @neally dedining level of expenditue as
depicted belov. In the yars aheadwe will be dallengd to fnd nev ways to abieve contiuous
improvement,taking account of thexpected incease in oil andagp industy actvity, while working
with limited human andriancial esouces.

Oral and Written Hearings

Total Oral Written Actual Cost Recawery*
Spending $ ($ million)
1996-97 22 15 7 26.9 24.5
1995-96 18 14 4 25.9 23.5
1994-95 14 12 2 27.4 22.0
1993-94 9 8 1 28.4 30.7

* The Boad recovers éout 85% of its costsdm the indusir it regulates. Costsacovered ae based on plannedgenditues vhich ae
adjusted dér prior petiod actual gpenses and norecoverable costs.
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Figure 3
Comparison of Total Planned Spending tcActual Expenditures,1996-97 ly Business Line
($ millions)

FTE Operating® Capital Total Less: Total
Gross Revenue Net
Expenditures Credited to Expenditures
the Vote
Enegy Regulaion andAdvice 300 30.1 30.1 30.1
292 26.8 26.8 26.8
Totals 300 30.1 30.1 30.1
292 26.8 26.8 26.8
Other Reerues and Expenditas
Reverue cedited to the Consolitded Reerue Fund (24.0)
(24.6)
Cost of sevices povided ly other dpartments 3.3
3.3
Net Cost of the Pogram 9.4
B

Note: Shaded nmbes denote actuakpenditues/ieverues in 1996-97.

*  Operting indudes contibutions to emplgee benéf plans.

10 NATIONAL ENERGY BOARD



Figure 4
Comparison of Total Planned Spending tcActual Expenditures,
1996-97 ly Sewice Line/ Sub-actvity

($ millions)
Sub-activity Operating* Total Less: Total
Gross Revenue Net
Expenditures  Credited to Expenditures
the Vote

Program Mangement and Seices 8.8 8.8 8.8
7.0 7.0 7.0
Advice and Inquiy 4.5 4.5 4.5
0.7 0.7 0.7
Facilities 5.8 5.8 5.8
8.8 8.8 8.8
Traffic, Tolls, and Tariffs 3.5 3.5 3.5
2.0 2.0 2.0
Enegy Trade 3.3 3.3 3.3
4.4 4.4 4.4
Frontier 4.1 4.1 4.1
3.9 3.9 3.9
Other 0.1 0.1 0.1
Totals 30.1 30.1 30.1
26.8 26.8 26.8

Other Reerues and Expenditas
Reverue cedited to the Consolitded Reerue Fund (24.0)
(24.6)
Cost of sevices povided by other dpaitments 3.3
&3
Net Cost of the Rgram 9.4
5.5

Note: Shaded nmbes denote actuakpenditues/ieverues in 1996-97.

! Opelting indudes contibutions to emplgee benéf plans.
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Figure 5
Departmental Actual Spending by Business Line

($ millions)
Actual Actual Actual  Total Planned Actual
1993-94 1994-95 1995-96 1996-97  1996-97
Enegy Regulaion andAdvice 28.4 27.4 25.9 30.1 26.8
Totals 28.4 27.4 25.9 30.1 26.8

12 NATIONAL ENERGY BOARD



A.2 Summay of Key Performance Expectaons

NATIONAL ENERGY BOARD

provides Canadians with: demonstrated by:
Fair, objectve and espected engy regulaory  the popottion of our decisions thiare sue
decisions. cessfuly appealed; and

* recanition, nationally and intenationally, as a
model ind@endent engy regulatory tribunal.

Effective pullic and enironmental sadty regulas |  the te of incidents on pipelinatilities
tion of pipeline &cilities and the deslopment of regulated by the Boad; and
hydrocarbons on fontier lands nah of the 60th | « the complianceate by the companies &

pamllel. regulae.

A responsie one-stop @anizaion for world » the peereview by countepait enegy regula
class adice, studiesreseach and inbrmation on tors of our Suppl and Demandepott, enegy
enegy méters. market assessment and otheparts we

produce; and

 the coopeation with other juisdictions and
agencies to pvide hamonizd and seam
lined enegy regulaory sewvices.

B. PerformanceAccomplishments
B.1 Fair, Objectve and Respected Decisions
i) Proportion of DecisionsAppealed and Reiewed

As a Cour of Recod, the Boad's iegulaory decisions a based onvidence fled in the pubic domain
and on open and ebteshed ppbcesses.

The Boad plays a ley role in Canada's ergyr econony by ensuing tha thorough considetion is
given to all aspects within the Baks Igislative mandee and ly using egulaory procedues tha are
results-orented efficient and efective.

The Boad's perbrmance in caying out its egulaory responsibilities isaflected in parby the
frequeng of appeals of decisions andquestsdr reviews of decisionsand in the elpsed time equired
to produce decisions ycle times).

The Boad processedwer 3500 aplicaions in the lastife yeas. Fom those pplicaions, 26 requests
for review were receved by the Boad resulting in fve decisions beingavied or escindedTher was
one eview outstanding as of 31 Mar 1997.The emainder of theaquestsdr review were either
dismissed ¥ the Boad or withdiewn or éandoned Y the gplicant.

PERFORMANCE REPORT 1996/97 13



Reviews

Year Requests Varied/ Denied/ Outstanding
for review Rescinded Dismissed/
Withdr awn
1992 3 1 2
1993 10 1 9
1994 2 1 1
1994 5 1 4
1996 6 1 4 1
Total 26 5 20 1

As well, during the peiod 1992 to 199636 mdters were biought bebre the couss. Of thesg28 were
applications for leave to gpeal with the balance beingferencesapplicaions for judicial review or sty
applications. Of the 28 paplications for leave to gpeal,six were ganted ly the Couts, three emained
outstanding as of 31 Melr 1997 and theemaining 22 were either deniegddismissed or withagwn by
the gplicant. Of the six ppeals 6r which leave was ganted three had been hahby the Couts as of
31 March 1997. Of these the one decision of the Boduwas upheld and twoverturned

Appeals

Year Appeals Upheld Overturned  Dismissed/ Outstanding
Withdr awn

1992 7 1 6

1993 5 5

1994 2 2

1995 5 2 3

1996 9 6

Total 28 1 2 22

i) Cycle Times

Cyde times or the pocessing of pplicaions ae citical to our stakholdes in oder for them to
respond to méet oppotunities.The Boad's epeditious manner in dealing witlpg@licaions is an
ingredient in the quality of our decisiomdthough thee is a wide ariation in the compleity of the
applicaions adjudicted by the Boad, we use tends in serage g/cle times as one measguof the
efficiency of processes.

A comparson betveen &erage o/cle times br various types of pplicdions handled ypthe Boad in
1995 and 1996 skns a tendenctowards impoved eficiencies andesponsieness.

Average Cycle Times for Applications

Short Term Small Pipeline Written Lar ge Pipeline
1996 2 days 7 weeks 12 weeks 20 weeks
1995 3 days n/a 18 weeks 23 weeks

14 NATIONAL ENERGY BOARD



Recent &édearl ervironmental Igislation, most notaly the CEAAct, has inceased the Bodls egula
tory process equirementsThe Boad is pusuing with the Canadian EinonmentalAssessmenigeng
approades to seeamline these pressesyhile propety giving efect to the lgislation and ensling
protection of the erironment and other plib interests.

We also anticipe a umber of compbe gpplications for nev pipeline systems kch will require review
under the CEAAct and will involve piovincial govemments as ell as £deal and povincial govem-
ment @encies. br example the adjudiction of the Expess Pipeline@plication took 53 veeks,
involving the frst joint panel eview to be held tathe fdeal level puisuant to the CEAct.

iii) National and International Recagnition

The Boad has deeloped an interaional reputaion as an xepett regulaory tribunal with a long and
successful aidk recod within the Canadiarefleal and povincial enegy regulaory regime. As a
model egulaor, our sevices and adice ae incieasingy being soughtypthe pullic, other @encies and
foreign oganizaions. In a ecent stug of emeging economies doneylithe CanadiaAssocidion of
Petroleum Poduces and N&ural Resouces Canadayne of the needs iderigfl to ensug efective
development of engly resouces vas to estalish sound egulatory bodies.

Foreign govemments and othemgancies hae come to the Bodrto lean moie aout the Boal's
mandae, legislation and egulatory processes and itpproad to enegy studiesAs a measwu of the
dagree to which the Boad's epettise is ecaynized intenationally, in 1996 epresentéives of moe than
15 foreign govemments consulted with the Bakin the couse of deeloping enagy regulaory regimes
suited to theirequirements.

B.2 Effective Public and Environmental Saéty Reulation
a) PIPELINE FACILITIES

Canada'sddenlly regulaed pipeline netark stated in the 1950's with the consttion of major
pipeline systems.The netvork has &panded steadilsince thatime and cuently there ae over

40,000 km of pipeline under NEB jadiction. A pipeline filure can esult in deth or cause sere
ervironmental damge. The ayeing of the infastucture, increasing competiteness and cost-conscieus
ness of the pipeline indugtras well as,the encoachiment of people into the iginal pipeline coridors
require the Boad to be viglant in ensuing the saéty of those pipeline infstiucture systems under its
jurisdiction.As well, the constuction of nev pipelines equire caeful atention since thecan afect
numeinous landwners and aise emironmental conces.

To ensue the sad opeation of pipelines and the ptection of the erironmentthe Boad has a compr
hensve regulatory program which indudes the deelopment of egulations,the conduct ofegular saéty
and erironmental inspections and audits andljuinquiries into saéty related issues. In thevent of
a pipeline &ilure, the Boad investigates to detenine whether the comparwas in compliance with the
regulaions and wether theeguldions need to be modifd. For example in mid-1997 the Boad
completed the @ifting of major evisions to itsOnshoe Pipeline Rgulations ("OPR") to simplify the
requiements and placaeger emphasis on pipeline maintenance

One major accomplishment in 199@svthe completion of a widemgng inquiry into stess carsion

craking ("SCC"),on Canadian oil andag pipelines. SCC is a comypland not vell undestood metal
lurgical phenomenornwhich has been the cause ako 22 filures,on federlly and povincially
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regulaed pipelines in Canadalhe inquiy included commnity visits,technical information sessions
with key reseathers and pipeline opetors in Canada and elsbere, and fnally a pullic heaing. In
December 1996he Inquiy Panel eleased itsgport with 27 iecommendidons to pomote pulic safety
on oil and @s pipelines.These ecommendi@ons hae all been acgeed ly the Boad and ae being
implemented The inquily and its esults hae been interaionally recaynized as aifst of its kind The
results of the inquyr have been shad with povincial jurisdictions andwhere gplicéble, the ecom
menddions hae been adopted

i) Pipeline Incidents

The Boad tradks saéty perbrmance of companies and adjusts éguiaory program accodingly. The
number of pipeline incident®f the last éw yeass has beeretatively stéble as shwn in Fgure 6.As
well, no fatal accident imolving a member of theggearl pubdic has eer beenecoded on addeanlly-
regulaed pipeline This perbrmance has beenldeved even though the kilomeds of pipeline in
sewvice continue to incease edtyear

Companies & required to immeditely report incidents vinich result in a #tality, an injuly requiing
hospitalizdion, a fire or eplosion,a spill of oil or naural gas liquids,a pipeline upture, or ary other
failure or malfunction of a pipelinén 1996 there were 69 incidentseported in accadance with the
OPR,down from 80 the pavious year Ther were se&en work-relaed injuies and nodtalities elaed to
oil and @s pipeline incidents; no member of the lfutvas injued

Figure 6
Pipeline Incidents 1992-1996

1992 1993 1994 1995 1996

Liquids Pipelines

Substancealease or ignition 10 11 13 20 22

Other 7 12 10 12 6
Total Liquids Pipelines 17 23 23 32 28
Gas Pipelines

Substancealease or ignition 11 19 18 13 14

Other 20 23 27 35 27
Total Gas Pipelines 31 42 45 48 41
Total Incidents 48 65 68 80 69
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i) Safety Inspections andAudits

The Boad conductsagular on-site safty inspections of pipeline systems to eestmmpliance with
regulaory requirementsapproves specitations and pocedues and the tems and conditions set out in
cettificates of gproval, and to ens@ saéty of compan personnel and the plib. FHgure 7 identifes the
Board's actvities in this aea.The Boad is empavered under the NEB\ct to promote and pvide for
pubic and worker saéty, the piotection of popety and the prtection of the erironment elating to
facilities under its jusdiction. In adition, Boad staf have been ppointed as Saty Oficers pusuant
to the Canada loour Code ("CLC") to safjuad the occup@onal health and safy of compan field
staf.

The saéty inspection mgram identifes situgions of non-compliance lwch are then bought to the
attention of the compan In the majoity of instancesgcompaniesespond quikly to corect the
violation, often bebre the inspector leas the siteCompanies & requested to pride theirAssuiance
of Voluntaly Compliance ("AC") for violations which cannot beectified quikly and do not grsent an
immedide or seious hazad. The AVC is \erified by Boad staf at a laer dde to ensuz thd the
compaly has takn gpropriate corective action. Hazalous situions which require immedige and
direct action ag adiressed tlough the on-site issuance of a Bb&rder Ly the inspectotAll violations
in 1996 vere successfull rectified via theAVC approad. No feld emegeng/ Boad Orders relding to
sakty were issued in 1996.

The Boad's gpproad of diligently working with the pipeline indusgrin a coopeative manner will lead
to improvements in egulaory compliance andwerall sakty over time In 1996,NEB inspectos visited
273 sites andeceved 373AVCs (1.4AVCs per site). This compaes to 302 sites visited and 388Cs
receved in 1995 (1.AVCs per site).

NEB staf also inspectedour commaodity pipelines ich came under NEB jigdiction in 1996.

Figure 7
Safety and Occupdional Health Inspections - 1996

Number of Inspections AVCs Issued

Constuction 40 2
Facility and Plants 178 235
Audits 25 118
Pipeline Cossings 28 18
Commaodity Pipelines 4 0
Frontier 30 109
Total 305 482
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iii) Environmental Inspections andAudits

The Boad undetakes an evironmental inspection pgram to enswe compliance with itsegulatory
requirementsapproves specitations and pocedues,and the tans and conditions set out inyacetifi-
caes of @proval for a poject. The pogram consists of inspections thyg the constiction,
post-constuction and opetional phase of aatility. Incidents esulting in the élease of ydrocarbons or
other nxious substanceseaalso inspected as st in Fgure 8.The piogram ensugs tha regulated
facilities and ights-of-way have been ppropriately protected remediged or edaimed to @proved or
legislated standats.Adressing land@ner complaintsealated to emironmental or landights issues is
also patr of this piogram.

Board-gopointed Exmironmental Inspectsrae empavered to mak oders which could equire a
compaly to suspend adfities or tale measuwgs to ensug saéty, protection of popety and the eviron
ment. Erironmental inspection®llow a pactice of consultion with the compayin order to sole
environmental poblems; most non-compliance sititms ae adiressed quidy by the compawn If no
immedide assuance and action®f protection of the erironment can be obtainedm the compan

the Ewvironmental Inspector will therofiow the Boad’s nomal piocedues br assuance of compliance
or emegeng order. As a lesult of this consultaon processnoAVCs or emegeng/ orders were issued
relaing to ewironmental non-compliance dog 1996.

Figure 8
Environmental Inspections - 1996

Number of Inspections

Constuction and post-constction 122
Opewrtions 119
Emegeng response 15
Frontier 15
Total 271
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b) DEVELOPMENT OF HYDR OCARBONS ON FRONTIER LANDS

The Boad regulates the telenical and opetional aspects ofx@loration and poduction of petwleum
resouces in fontier aeas thaare not subject toefdenl/ provincial accods. This piincipally includes
lands noth of the 60th pallel. These esponsibilities ar exercised in accatance with the mvisions of
the COGQAct and cetain provisions of the CPRct. In adlition, the Boad provides tetinical assis
tance to the @$hore Retroleum Boads and the Dgatment of IndianAffairs and Nothem
Development.

In consideing Fontier gplicaions,the Boad esthlishes equirements ér consevation of the esouce,
Pulic and worker sagty, protection of popety and the evironment,as well as the ihancial cpability
of opemtors to meet ay potential lidilities tha may alise from authoized actvities. Fgure 9 shas the
frontier actvity in 1996.

There were no eviews or ppeals elaed to COGQAct decisions in the pexd ending Mach 1997.
The Boad conducts enronmental and safy inspections in the non-AcabFrontier Lands plguant to

the COGQAct and the CLC and their assdeid regulaions. In 1996NEB staf conducted 45 inspec
tions and eceved 109AVCs. In futue this déa will be collected in a compabie fashion.

Figure 9
Frontier Activity — 1996

Approvals Issued

Drilling program authoeation 1
Authoiity to dill wells 3
Authoiity to abandon vells 2
Renaval of suspended &ll staus 7
Authoiity to abandon &cilities 2
Total 15
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B.3 Response Enegy Organizaion
i) Cooperation, Har monization and Streamlining

The Boad seeks ways to maximiz eficiencies within its wn opegtions by enteing into ayreements
with other epert agencies in ader to mak the best use okpettise and inbrmation in fedeal and
provincial agencies. Bendb of coopestion indude mtionalizaion of efort amongst egulaory
agencies and opptumities to vork together to ma& better use of limited thoical staf resouces.

Improved eficiencies and ééctiveness heae resulted fom sud coopeative eforts. In adlition, where
possilke, the hamonizdion eforts ae aimed icombining pocesses toeduce theagulaory burden
and poviding "single-windav" processesdr enegy reguldion.

The Boad has estalished a mmber of panerships with other jusdictions and gencies in ader to

streamline pocesses and minimézduplicdion. A list of significant pateiships with other gencies is
shawvn in Hgure 10.
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Figure 10

Cooperation With

Area of Coopeation

Northem PipelineAgeng

NEB provides tetinical and adminis#tive assistance

Transpotation Saety Boad
of Canada

NEB shaes the esponsibility of inestigating pipeline
incidents.The oles and eésponsibilities of edcbod/ are
outlined in the Mem@ndum of Undestanding ("MOU").

Human Resowes
Development Canada ("HRDC")

The Boad has an MOU with HRDC to codinae the health
and saéty functions under the CL®If the pipeline companies
regulated by the Boad.

Natural Resouces Canada

MOU to reduce duplicton and incease coopetion in aeas
sud as d& collection and deelopmentenhancement of
enegy models and special studies.

Environment Canada

Joint review panels were estalished in 1996 ér Express
Pipeline and Sae Gas heangs.

On a caseYcase basisn coopedtion with the Canadian
EnvironmentalAssessmenigeng, the Boad formulated the
approad for the emironmental assessment phase of ingar

Yukon Territory Govemment

NEB contirues to verk with Yukon oficials to pepare the
eventual tanskr of oil and @s egulaory responsibilities under
the Yukon Accod Implementaon Agreement

Alberta Enegy and
Utilities Boad ("AEUB")

MOU enteed in 1995 on Pipeline IncidergsponseThe Boad
andAEUB have dereloped a commoreseves daéabase or oll
and @s eseves inAlberta. In 1996 the Bodrpaticipated

in a PipelineTask Force to deelop consistent and contjide
regulaory requirements.

British Columbia Ministy of
Employment and Imestment

Discussions contime to eplore aeas of coopetion and
collaboration

Ontaio Enegy Boad ("OEB")

Pursuing the Electnic Reyulaory Filing (ERF) initidive in
collaboration with OEB

Sask#chewvan
Department of Enegy

Preliminary discussions hee been held to ediish a common
reseves déabase

Nova Scotia Dpatment
of Enegy and Dgartment
of Ernvironment

Joint Public Review for the emironmental and socio-economiq .
assessments of thelffa Gas Pojects

All pipeline regulaors in Canada

Canadian StanddsAssocidion (CSA) standats form the

technical coe of all povincial and €deal pipeline egulaions
in CanadaThe NEB paticipates on CSA committees with our
provincial countepatts.
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i) Responsveness

To ensue thd its goproadies to egulaion ae in st@ with curent maket pacticesthe Boad needs to
contirually monitor maket developments and be @active in adating its ppcedues to the contimally-
changng maket ewironment in vhich it regulaes. Recent énds dfecting the Boai's regulaory work
are the shdertemrm contactual arangements ér pipeline tanspotation, entry of nev maiket patici-
pants suls as enggy malketers and a "just-in-time"@proac by produces to oil and gs suppl.

The Boad is contillously looking for nev ways of doing lisiness dr the benef of staleholdes,
resulting in moditations to and simpli€ation of mary of its piocessesThe Boad has esponded $8-
factoily in meeting the needs of thikents using inneative goproades.Areas in vinich the Boad has
made signitant impact in ecent yas ae summared in Fgure 11.
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Figure 11

Area

IssueAddressed

Initia tive and Outcomes

Tolls andTariffs

Previously, there was little
incentive for pipelines to seek
out economies under cost of
sewvice method ofeguldaion
because cost gimgs were
typically passed on to shipger
and Canadian consunser

The Boad esthlished Neotiated Settlements
Guidelines as an altegtive to cost of seice
method Several major pipelines and their
shippes hare opted to lagely replace tadr
tional cost-of-serice regulaion with negotiated
incentive shiemes. Bur lage companies
completed ngotiated settlements in 1996-97.
Sud settlements minimethe mmber of tolls
and taiff heaings and thealated costs and
facilitate shaing of cost saings betveen a
pipeline compay and its shippex.

Expotts Pubic heaings for gas &potrt In 1996,the Boad implemented a vitten
applicaions hae become heaing process to impve its eficiengy in
routine and non-corntversial dealing with outine long-tem gas eport
matters, suggesting thaoral licence gplicdions.
pubic heaings were not
warranted
Gas maket conditions and The Boad monitos maket trends on aagular
practices hee changed signif- | basis. A report entitled "Canadian Naral Gas
cantly as a esult of deegulaion | Markets -TenYeass After Dereguldion” was
initiatives. pubished in 1996which conduded thathe
Board's maket-based proad to reguldion of
gas &ports was gpropriate.

Deregulation in electicity To provide electitity exporters with flexibility

maikets as aasult of initidives | in response to thevelution in the electcity

in the US hae ceaed a moe | sectorthe Boad has issuetblanket” pemits

open and competite electicity | which allow exporters to tale adiantaye of

sector maiket oppotunities and mak shot-term
export sales without anfurther Boad
approval. Most of these lanket pemits ae for
ten-year peiods and allev shot-term exports
of up to fve yeas.

Sakty Pipeline intgrity and The Boad acceted all the 27ecommenda
concen for pulbic safety tions of the SCC InqurPanel and

implementéion is in pogress

Environment Potential br duplicdion due Joint panels estdished to eview Express

to the nev CEA Act

Pipeline and Sae Gas aplications.
Coopestion and steamlining initidives being
pursued with Canadian Emonmental
Assessmemigeng. In the futue staleholdes
saisfaction will be measd thiough a surey.
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iii) Reports and Publications

The Board publishes a number of documents and tepdiich are described in an Information Bulletin
entitled "The Board's Publications". In a readershipesuconducted after publication of the Board's
report "Canadian Emgy Supply and Demand 1993 - 201074 respondents replied as tolk:

* 88% indicated that the information in the report met their needs;

* 89% felt the detail of information wasf§igient;

* 39% of respondents reported that theiokledge had increasedery much";

 the report was ratedXcellent" by 29%"very good" by 60% and "god" by 9%; and

* 44% of respondents wanted the reégmrdished annuajl, while 47% wanted it publishearery
2 to 3 years.

The Board is making planewards publication in 1998-1999.

Informationbulletins are published on a wide range of topics to assist interested persons in under-
standing the Board's processes arwipge enegy information and statistics. Interested persons can visit
the NEB Libary or the Board's 8ulatory Support @ice to be placed on mailing lists.

Details of major documents published in 1996-97 can be found in the Boar'arir@®al report.
C. Key Reviews

As a result of the Board's major rganization announcement in October 129&umber of the planned
reviews were cancelled or defred The most sigrficant of these were the eviews of the Information
Tecdhnology Group and the Plannifigudgeting and Performance Management CyEla:. the balance
of the 1996-97 yeareviews focused on administige processes whichese not impacted by the transi-
tion to the ®w organizational structure.

D. Contingent Liabilities

One of the major companiesgulated by the Boarfiled a Statement of Claim with the Federal Court of
Canada with respect to the Board's authority towercrelocation costs from thegulated companies.
The casavas heard in 1996 and the deciswas in fwvour of the Board The plaintff filed an appeal

with the Federal Courtfd\ppeal.

The appeal was hahin Torontg commencing 23 May 1997The Federal CourtfdAppealoverturned
the Trial Division decision on 10 June 199The costs associated with the relocation of the National
Enagy Board lave been found to be outside the ambit of the Cosb\Rec Regulations The Court
granted to th Appellant in addition to the reitoursement of the relocation costs paite-and post-
judgement interestTreasury Board has until tliall of 1997 to appeal.
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SECTION |V: SUPPLEMENTARY |NFORMATION

A. List of Acts and Regulations

Below is a listing & Acts, Regulations Rules and Guidelines under which the Board operates or has

responsibilities.
Acts

National Enegy Boad Act

Canada Oil and Gas Operatsokct
Canada Petroleum Resowséat
Canadian Bvironmentd AssessmerAct
Canada Labour Codeart Il

Enagy Administratian Act

Northern Pipelie Act

Regulations Pursuant to the National Energy BahAct

Cost Reovery Regulatiors
Export and ImpdrRepoting Regulatiors
Gas Pipeline Unifan Accounting Rgulations

Regulations Pursuant to the National Energy Board

Oil Product Designation &ulatiors
Qil Pipeline Unifom Accounting Rgulatiors
Onshore Pipeline &ulatiors
Offshore Pipeline Byulatiors

Part VI (Oil and Gas) Rgulatiors
Part VI Regulations Electricity
Pipeline Crossing &ulations Part |
Pipeline Crossing &ulations Part 1
Power Line Crossing Byulatiors
Substituted Servicedgulatiors

Toll Information Regulatiors

Regulations Pursuant to the Canada Oil and Gas Operatiéwt

Canada Oil and Gas Cditiate of Fithess &ulatiors
Canada Oil and Gasidng Regulatiors

Canada Oil and Gas Drillingegulatiors

Canada Oil and Gas InstallationsgrRlatiors

Canada Oil and Gas GeophysicagRlatiors

Canada Oil and Gas Production and Coretéyn Regulatiors
Canada Oil and Gas OperatiorgRlatiors

Oil and Gas Spills and Debris LiabilityeRulatiors

25

RSC 1985c. N-7

SC 1992c. 35
RS 1985c. 36
SC 1992c. 37
RS 1985c. L-2
RS 1985c. E-6

RS 1985c. N-26

SOR/91-7
SOR/95-563
SOR/83-190

SOR/88-216

CRC, Vol. XI, c. 1058

SOR/89-303
no dficial site
SOR/96-244
SOR/97-130
SOR/88-528
SOR/88-529
SOR/95-500
SOR/83-191
SOR/79-319

SOR/96-114
SOR/88-600
SOR/79-82

SOR/96-118
SOR/96-117
SOR/90-791
SOR/83-149
SOR/87-331
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Regulations Pursuant to the Canadian Environmental Assessment Act

Law List Regulations SOR/94-636
Inclusion List Regulations SOR/94-637
Comprehensive Study List Regulations SOR'94-638
Exclusion List Regulations SOR/94-639
Rules

Rules of Practice and Procedure
Guiddlines

Guidelines for Filing Requirements (22 February 1995). The Guidelines set out the information to be
provided by applicants for:

Early public notification of projects

Certificates for gas pipelines exceeding 40 kilometres

Certificates for oil pipelines exceeding 40 kilometres

Section 58 orders for gas pipelines under 40 kilometres or additions and upgrades to existing facilities

Section 58 orders for ail pipelines under 40 kilometres or additions and upgrades to existing facilities

Environmental, socio-economic and lands information for authorization to construct, operate and abandon
pipelines

Notices required when dealing with determination of detailed route and approval

Leave to open orders for pipelines

Ordersfixing tolls and tariffs

Quarterly surveillance reports to be filed by Group 1 companies

Orders for export and import of gas

Guidelines for Negotiated Settlements of Traffic, Tolls and Tariffs (23 August 1994)

Guiddlines Respecting Physical Environmental Programs During Petroleum Drilling and Production
Activities on Frontier Lands (April 1994)

Financial Regulatory Audit Policy of the National Energy Board (1 December 1994)

Memorandum of Guidance - Regulation of Group 2 Companies (6 December 1995)

Memorandum of Guidance - Retention of Accounting Records by Group 1 Companies

Pursuant to Gas/Oil Uniform Accounting Regulations (30 November 1994)

Memorandum of Guidance to Interested Parties Concerning Full Implementation of the September 1988
Canadian Electricity Policy (7 July 1993)

Offshore Waste Treatment Guidelines, September 1996

Qil and Gas Occupational Safety and Health Guidance Notes (April 1992)

Section 58 Streamlining Initiative - Order XG/X0-100-94, Revison 1(16 November,1995)
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B. Spending Authorities | nfor mation

Figure 12

Authoritiesfor 1996-97 Part |1 of the Estimates
Financial Requirements by Authority

(millions of dollars)

Vote 1996-97 1996-97
Main Estimates Actual

National Energy Board
30 Operating Expenditures 27.2 235
S Contributions to employee benefit plans 2.8 3.0
Total Agency 30.1 26.8

Votes - Wording and Amounts

1996-97

Vote (Dadllars)

Main Estimates

National Energy Board

30 National Energy Board - Program expenditures
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C. Contactsfor further information:

For additional information, contact anyone of the Board Members and Staff listed below:

National Energy Board

311 - 6th Avenue SW.
Calgary, AB T2P 3R2
Telephone: (403) 292-4800

Facsimile:  (403) 292-5503
Internet: www.neb.gc.ca

Roland Priddle
Kenneth Vollman
Gaetan Caron
Brenda Kenny
John McCarthy
Terrance Rochefort
Scott Richardson
Sylvia Faraant
Judith Hanebury

John Hagan

PERFORMANCE REPORT 1996/97

Chairman

vice-Chairman

Executive Director

Business Leader, Applications

Business Leader, Operations

Business Leader, Commodities

Business Leader, Information Management
Business Leader, Corporate Services
General Counsel

Acting Team Leader, Planning and Reporting
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