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What is Asset Management?

‘Systematic and coordinated activities and practices through which an
organization optimally and sustainably manages its assets, their risks,
performance and expenditures over their life cycle for the purpose of
achieving its organizational strategic plan”

‘Know your
~ assets
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Redacted

Gas Operations Asset Families
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Asset Risk Management Process
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Asset Risk Management Framework

« Description of Assets
Asset + Risk Assessment Process
+ Data Assessment
Management . Asset Family Objectives
« Key Performance Indicators (KPIs)

PlanS « Condition of Assets

Implementation and Impact on Risk
« Strategies and Initiatives
* Work Plans
«  Program Impact on Risk Reduction

Investment
Planning

Risk Register

Risk scoring at the asset level + Risk scoring at project/work plan level
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Gas Operations Risk Management Gov

ernance
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Enterprise Risks

Nuclear, Operations and Safety Committee /
Finance Committee of Board

Session D
Risk and Compliance Session

Operational Risks
Risk and Compliance Committee
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P

Gas Operations Risk Management Process

s|dentify major
risk categories
e|dentify primary
threats and
threats
classifications
sEvaluate the
strength of
current
mitigation
eRisk scoring
eMitigation and
Root cause
analysis

sDetermine
response strategy
(avoid, reduce,
share, accept)

sPerform
alternatives
analysis

eDevelop
implementation
plan

eDevelop metrics
and controls
*Review
performance,
effectiveness,
and warning
metrics
sIndependently
verify risk
controls
sReview
effectiveness of
risk controls
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Risk Assessment Methodology

™

4. Weighted risk
score generated

2 Category levels 3 Weightings applied
1 Risk owners enter levels for CoF and LoF for each risk equivalent to to each category
values (COF only) (COE onlyy

Form of mput Category Category
. ., e
Regulatory Compliance (RC)

Consequence [Tstfs ' xEnwmnme“ta Impact (EI)
of Failure - ~ . b

‘Asset Family
~ Reliability (Rel
Lol Owner (AFO); v (Rel

calibratedin Reputata n(Rep) }‘ ;

Direct Financial Damage (Fm) 1=-7

Direct entry by Frequency. number of 0.00001
risk owner instances per year ~10o0r

(based on SME greater

estimate or data

analysis)

Likelihood of
Failure (I oF)

Weighted risk score

* Applies ERM-defined weighting factors, adjusted by dividing by 0.3 to avoid diluting final score
(CoF x LoF)
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Mitigation/Barrier Analysis

Redacted

A systematic approach to identify existing
barriers and controls; assess their strength
and weakness; and establish metrics.
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Risks Management Process Improvement and Alignment

Working with a range of stakeholders:
AFOs; Integrity Management (IM); Investment Planning (IP); Asset Knowledge Management (AKM);
Gas Ops Risk Management (RM)

* Developing a bottom -up asset risk assessment
hodology in line with PAS 55

Braking down assets info sub-segments resulting in
specific risks and specific risk reductions

Introducing the ability to quantify very low likelihood, but
high consequence events

Including sufficient granularity for investment planning

* Developing a risk based investment prioritization

Gonsequence

~ Executed successful pilot in Q4 2012

— In process of re-prioritizing 2013 projects

* Developing a consistent risk management process

- Drafting policies and procedures

» Improving the quality and application of data
~ Performed diagnostic of risk data quality in Q4 2012

00 0 00 000

~ Working with Asset Knowledge Management to make
improvements

Inreviewing more than 560 o e o
tisk scoles ys dak scores in the
tisk regls er we sncountered only 8
couple of discrepancies, which have
alieady beep resolved.

FProjects addressing lop riskregisier
risks scored very bigh in the P
Diocess  for example.

* Bolihe lop 25 highesi scorning
projects cortespond fo the 21 risk
register nisk (Transmission
construclion)

* The highest scoring non-planket
distribution project corresponds o
the top risk register disiibuiion tisk
(Distribution cotrosion = coprer)

: %?IH'!HIEIFHHHHH
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12-month roadmap for risk management program

August 2013 — » Continue developing the Gas Ops Risk Management team
December 2013 - Develop software solution for the risk register
+ Train stakeholders on how to use risk register software tool, ensuring alignment with their activities
+ Establish specific process & methodology linkage between risk register and riskbased planning
processes in e.g. CAP, Audit and AKN
+ Continue performing mitigation/barrier analysis for top risks
« Establish risk metrics
« Refresh risk register, based on updated, more comprehensive risk assessments and asset
management plans
» Report progress to senior management since Session D in October
* GT&S Rate Case submission in October — programs built around risk reduction

January 2014- - Roll out data analysis process to support risk evaluations, in collaboration with AKM and asset families
July 2014 » Update risk register to capture data analysis

+ Refine risk metric tracking to enable leadership to make informed decisions

* Prepare 2014 Session D material, demonstrating risk management progress

* PAS 55 Cettification

PG&E Confidential 11
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Activity
Establish the risk register
Perform risk assessments — top risks in Gas Ops
Prepare Session D material - fop risks in Gas Ops
Communicate RM framework & top risks to ELT
Develop & embed risk management governance
Design RM team governance & org structure; write job spec
Bevelop the RM team & org structure
Draft RM GDA, Standard and Procedure
Coordinate stakeholder review of RM standard and procedure
Provide input to Codes & Standards review & publishing, as required
Develop risk management integration
Develop stakeholder integration plans (for AFOs, RCs, AMP, AKM, Q&l, IP, GSO, EP, etc.)
Establish and Implement integration with stakeholders and petform assessment
Develop the risk register
Continue risk assessments to capture all operational risk
Bevelop software solution for the risk register - ECTS Risk Module. Upload risk register into ECTS (ERM)
Train stakeholders on the risk register software tool
Perform root cause and complete response plans for top risks
Refresh) risk register
Track progress
Develop risk mitigation effectiveness and repotting
Prepare for GT&S rate case
Prepare GT&8 material for first draft submission
Prepare GT&S material for second draft submission

Prepare GT&S material for second draft submission

Prepare final GT&S submission
ERM-Related Calendar
S1 planning

52 planning

Progress report to senior management

2014 n D planning [ Completed In-Progress Milestone

TR

2013 Session D

Publish documents

First draft GT&AS

2'd Draft GT&S

I @ s oencras

& Final GT&S

2013 Session 1
2013 Session 2
’ Final Draft Due

Commence 2014 Session D Activity
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Where we expect to be in 2014

Risk Management
Process

Risk Management
Methodology

Risk Registers

Risk Identification
& Assessment

Use &
Maintenance of
Asset Risk
Information

July 2013

o e e
- .,

July 2014

« Aligned with regulatory risk
management processes

« Risk management is part of
organization’s culture

« Risk-based resource allocation
well understood and applied
across the org

« Ability to calibrate risks across
asset families and o corporate
objectives

« Setup for making risk-based
decisions for 51 &52

« Robust methodology that facilitates
clear choices for risk reduction

« Calibrated risk register
« Governance documents
published

« Risk register linked to key processes
including integrity management and
investment planning

« Established framework for
identifying and guantifying risks
across assetis

« Risk control and audit findings
addressed in a consistent
manner

« Good data is used to drive
meaningful risk information

« First set of asset management
plans, taking into account risk,
performance, and cost

« Risk-based planning in
development across org

e m e

-

« Asset information captured in
automated asset registers and is
integrated across the organization
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