
Janet P. Kennedy 
Vice President, Regulatory Affairs & Gas Supply 

Pacific Northern Gas (N.E.) Ltd. 
2550 - 1066 West Hastings Street 
Vancouver, BC V6E 3X2 
Tel: (604) 691-5680  
Fax: (604) 697-6210 
Email: jkennedy@png.ca

Via E-Mail and Courier 

December 4, 2017 

B.C. Utilities Commission File No.:  4.2 (2017) 
Suite 410 - 900 Howe Street
Vancouver, BC  V6Z 2N3

Attention: Patrick Wruck 
Commission Secretary and Manager, Regulatory Support 

Dear Mr. Wruck: 

Re: Pacific Northern Gas (N.E.) Ltd. 
Application for a Certificate of Public Convenience and Necessity to  
Acquire and Operate the North Pine Fuel Gas Pipeline - Resubmission 

On November 3, 2017, Pacific Northern Gas (N.E.) Ltd. (PNG(NE)) submitted an application to 
the Commission for approval of a Certificate of Public Convenience and Necessity (CPCN) to 
acquire ownership of and to operate a new 5.3 kilometer fuel gas pipeline (Fuel Gas Pipeline) to 
provide service to the AltaGas Northwest Processing Limited Partnership (AltaGas NPLP) at its 
North Pine Facility (Original Application). 

In the intervening period, PNG(NE) has had discussions with Commission Staff on their 
preliminary review of the Original Application.  In these discussions, Commission Staff noted the 
following items: 

1) Commission Staff expressed a preference for PNG(NE) to provide executed copies of the
agreements underlying the Original Application in order to eliminate uncertainty around
the draft nature of these agreement and to provide clarity of agreement terms for the
conduct of the review; and

2) Commission Staff identified an error in the reference to the Utilities Commission Act
section under which PNG(NE) was seeking CPCN approval.

To eliminate any confusion on these two matters, and to facilitate an efficient and effective 
review of its request, PNG(NE) wishes to recall the correspondence submitted on November 3, 
2017, including the cover letter (Original Letter) and the Original Application, and hereby 
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submits in their place this resubmission, including this cover letter and the accompanying 
Application, both dated December 4, 2017 and incorporating the following changes: 
 

1) Executed copies of the agreements underlying the Amended Application, including: 

 Agreement for Firm Transportation Service (TSA) (Appendix D); 

 Cost Reimbursement Agreement (CRA) (Appendix E); 

 Pipeline Conveyance Agreement (PCA) (Appendix F); and 

 Master Access Agreement (MAA) (Appendix G). 
 
 PNG(NE) notes that the terms in the executed agreements are consistent with 
 those of the draft agreements included in the Original Application. 
 

2) Correction of the reference to the section of the Utilities Commission Act under which 
PNG(NE) is seeking CPCN approval to section 45. 

 
PNG(NE) hereby encloses ten copies of this cover letter and the Application and requests that 
the Commission and the parties copied on the Original Letter please discard the copies of the 
Original Letter and the Original Application circulated on November 3, 2017.  
 
Background 
 
AltaGas NPLP is in the process of completing the construction of the first phase of its North Pine 
Facility, a 20,000 Bbls/day natural gas liquids separation and handling facility located 
approximately 40 kilometers northwest of Fort St. John, British Columbia, as well as the 
construction of two pipelines to transport the condensate and natural gas liquid feedstock 
products for the facility.  Fuel gas requirements for phase one of the North Pine Facility have 
been estimated to be 280,000 GJ per year.  Fuel requirements are expected to double to 
560,000 GJ per year with the completion of phase two of this project.   
 
AltaGas NPLP has approached PNG(NE) to provide transportation service for the natural gas 
required as fuel for the North Pine Facility.  As the North Pine Facility is not adjacent to 
PNG(NE)’s existing transmission and distribution infrastructure, a new fuel gas supply pipeline 
must be constructed to provide this service.  A key consideration in the request for service was 
whether the Fuel Gas Pipeline would be constructed by PNG(NE) or by AltaGas NPLP.  Based on 
a lower cost forecast and significant qualitative considerations around permitting, consultation, 
routing and work scheduling requirements the decision was made to proceed with construction 
of the Fuel Gas Pipeline by AltaGas NPLP.   
 
To provide natural gas transportation service for the North Pine Project, PNG(NE) would acquire 
ownership of and operate the Fuel Gas Pipeline.  Pending Commission approval, PNG(NE) has 
entered into a transportation services agreement (TSA) with AltaGas NPLP for an initial period of 
20 years.  Under the TSA PNG(NE) will provide service to AltaGas NPLP at the Small Industrial 

B-1



Pacific Northern Gas (N.E.) Ltd. 
Application For a CPCN to Acquire and Operate the North Pine Fuel Gas Pipeline - Resubmission 
Page 3 of 4 
 

 

 

Service Rate (RS10) applicable to the Fort St. John/Dawson Creek service area for a firm volume 
of 280,000 GJ per year, with a minimum monthly take-or-pay commitment based on the 
equivalent to 240,000 GJ per year, thereby providing PNG(NE) with a minimum guaranteed 
revenue stream over the term of the contract.  Service under the TSA is planned to commence 
upon Commission approval of PNG(NE)’s Application in anticipation of the North Pine Facility 
beginning commercial operation in December 2017.   
 
CPCN Approval is in the Public Interest 
 
PNG(NE) submits that the approval sought in this Application is in the public interest.  As 
documented in the Application, the acquisition and operation of the Fuel Gas Pipeline by 
PNG(NE) will provide financial benefits to other customers in the Fort St. John/Dawson Creek 
service area, primarily in the form of positive rate impacts.   
 
Based on serving phase one of the North Pine Facility at the minimum take-or-pay volume 
established for the firm contract demand, PNG(NE) estimates incremental revenues with a net 
present value of $2.333 million will be realized and will provide for the full recovery of the 
capital cost of the pipeline, as well as $6,000 in incremental margin during the initial 20-year 
term of the service agreement.  The estimated incremental margin will be enhanced in the 
event that the actual capital cost of the Fuel Gas Pipeline comes in at less than the cost cap of 
$1.8 million, and also in the event that volumes delivered are in excess of the minimum 
contracted take-or-pay volume.   
 
Further, should the contract for service be extended beyond the initial 20-year period, 
additional financial benefits would be realized.  And should AltaGas NPLP proceed with phase 
two of the North Pine Facility, which would double fuel requirements, there would be further 
financial benefits to PNG(NE) and its customers.   
 
In PNG(NE)’s view there are no financial or operational risks associated with the proposed 
transaction and service arrangements that have not been mitigated through contractual 
arrangements or cannot be mitigated in the normal course of operation.  Contractual 
arrangements are such that the purchase price of the asset is capped at $1.8 million and that all 
capital and operating costs are recovered from the customer, and also that PNG(NE) is 
protected against general business risks.  In addition, the Fuel Gas Pipeline is being constructed 
and will be operated and maintained to PNG(NE)’s existing standards for infrastructure of this 
nature. 
 
Request for Expedited Review 
 
As service to AltaGas NPLP is planned to commence in early December 2017, PNG(NE) is seeking 
Commission approval for this expenditure on an expedited basis. 
 
In this Application, PNG(NE) is seeking approval for capital expenditures not to exceed $1.8 
million to acquire ownership of the Fuel Gas Pipeline in order to provide service to a single 
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customer under an existing tariff.  Under the Commission’s 2015 Certificate of Public 
Convenience and Necessity Application Guidelines (CPCN Guidelines), the Commission has 
discretion as to whether or not hearings are held on an application.  Given the factors listed at 
the beginning of this paragraph, PNG(NE) submits that the Application is of a straight-forward 
nature, is absent of contentious issues and has limited risks, and therefore requests the 
Commission consider exercising its discretion to waive the requirement for a hearing on this 
submission. 
 
However, should the Commission consider it necessary to proceed with a hearing on this 
Application, PNG(NE) supports the use of the Commission’s Streamlined Review Process (SRP) in 
order to facilitate an expeditious and efficient review process.  Alternately, PNG(NE) is open to a 
review of this Application under an expedited written process. 
 
Summary of Approval Sought 
 
PNG(NE) respectfully applies for Commission approval, pursuant to section 45 of the Utilities 
Commission Act, of a CPCN for capital expenditures not to exceed $1.8 million for the acquisition 
and operation of the Fuel Gas Pipeline that is being constructed to provide service to AltaGas 
NPLP at its North Pine Facility.   
 
If you require further information or have any questions regarding this submission, please 
contact the undersigned. 
 
Yours truly, 
 
 
 
 
J.P. Kennedy 
 
Encls. (10) 
 
Sarah Khan – BCOAPO (e-mail only) 
Brock John – AltaGas Ltd. (e-mail only) 
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Executive Summary 

Pacific Northern Gas (N.E.) Ltd. (PNG(N.E.)) hereby applies to the British Columbia 
Utilities Commission (Commission), pursuant to section 45 of the Utilities Commission 
Act, for approval for capital expenditures not to exceed $1.8 million to acquire ownership 
of and to operate a new fuel gas pipeline (Fuel Gas Pipeline) to provide service to the 
AltaGas Northwest Processing Limited Partnership (AltaGas NPLP), a related party, at 
its North Pine Facility (Application). 

AltaGas NPLP is in the process of completing the construction of the first phase of its 
North Pine Facility, a 20,000 Bbls/day natural gas liquids separation and handling facility 
located approximately 40 kilometers northwest of Fort St. John, British Columbia, as well 
as the construction of two pipelines to transport the condensate and natural gas liquid 
(NGL) feedstock products for the facility.  Fuel gas requirements for phase one of the 
North Pine Facility have been estimated to be 280,000 GJ per year.  Fuel requirements 
are expected to double to 560,000 GJ per year with the completion of phase two of this 
project.   

AltaGas NPLP has approached PNG(N.E.) to provide transportation service for the 
natural gas required as fuel for the North Pine Facility.  As the North Pine Facility is not 
adjacent to PNG(N.E.)’s existing transmission and distribution infrastructure, a new fuel 
gas supply pipeline must be constructed to provide this service.  A key consideration in 
the request for service was whether the Fuel Gas Pipeline would be constructed by 
PNG(N.E.) or by AltaGas NPLP.  Based on a lower cost forecast and significant 
qualitative considerations around permitting, consultation, routing and work scheduling 
requirements the decision was made to proceed with construction of the Fuel Gas 
Pipeline by AltaGas NPLP.   

To provide natural gas transportation service for the North Pine Project, PNG(N.E.) 
would acquire ownership of and operate the Fuel Gas Pipeline.  Pending Commission 
approval, PNG(N.E.) has enteredu into a transportation services agreement (TSA) with 
AltaGas NPLP for an initial period of 20 years.  Under the TSA PNG(N.E.) will provide 
service to AltaGas NPLP at the Small Industrial Service Rate (RS10) applicable to the 
Fort St. John/Dawson Creek service area for a firm volume of 280,000 GJ per year, with 
a minimum monthly take-or-pay commitment based on the equivalent to 240,000 GJ per 
year, thereby providing PNG(N.E.) with a minimum guaranteed revenue stream over the 
term of the contract.  Any supplemental volumes required by the North Pine Facility that 
are in excess of the contracted firm deliveries will be provided at the RS10 rate, but on a 
non-firm, interruptible basis.  Service under the TSA is planned to commence upon 
Commission approval of PNG(NE)’s Application in anticipation of the North Pine Facility 
beginning commercial operation in December 2017.  Consequently, PNG(N.E.) is 
seeking Commission approval for this acquisition on an expedited basis. 

The acquisition and operation of the Fuel Gas Pipeline by PNG(N.E.) will provide 
financial benefits to other customers in the Fort St. John/Dawson Creek service area, 
primarily in the form of positive rate impacts.  Based on serving phase one of the North 
Pine Facility at the minimum take-or-pay volume established for the firm contract 
demand, PNG(N.E.) estimates incremental revenues with a net present value of $2.333 
million will be realized and will provide for the full recovery of the capital cost of the 
pipeline, as well as $6,000 in incremental margin during the initial 20-year term of the 
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transportation service agreement.  The estimated incremental margin will be enhanced 
in the event that the actual capital cost of the Fuel Gas Pipeline comes in at less than 
the cost cap of $1.8 million, and also in the event that volumes delivered are in excess of 
the minimum contracted take-or-pay volume.   

Further, should the contract for service be extended beyond the initial 20-year period, 
additional financial benefits would be realized.  And should AltaGas NPLP proceed with 
phase two of the North Pine Facility, which would double fuel requirements, there would 
be further financial benefits to PNG(N.E.) and its customers.  While justification for the 
acquisition and operation of the Fuel Gas Pipeline stands on its own from a financial 
perspective, the project also has the potential to provide a platform to attract and serve 
additional customers in the vicinity of the facilities.   

In PNG(N.E.)’s view there are no financial or operational risks associated with the 
proposed transaction and service arrangements that have not been mitigated through 
contractual arrangements or cannot be mitigated in the normal course of operation.  
Contractual arrangements are such that the purchase price of the asset is capped at 
$1.8 million and that all capital and operating costs are recovered from the customer, 
and also that PNG(N.E.) is protected against general business risks.  In addition, the 
Fuel Gas Pipeline is being constructed and will be operated and maintained to 
PNG(N.E.)’s existing standards for infrastructure of this nature. 

Based on the foregoing and the evidence presented in this Application, PNG(N.E.) 
submits that the proposed acquisition and operation of the Fuel Gas Pipeline to provide 
service to AltaGas NPLP’s North Pine Facility is in the public interest and respectfully 
requests that the Commission approve the Application as presented. 

B-1



PACIFIC NORTHERN GAS (N.E.) LTD.  
CPCN APPLICATION FOR NORTH PINE FUEL GAS PIPELINE – DECEMBER 2017 

 

 

3 

1 Application Overview 

This purpose of this application (Application) by Pacific Northern Gas (N.E.) Ltd. 
(PNG(N.E.)) is to request British Columbia Utilities Commission (Commission) approval, 
pursuant to section 45 of the Utilities Commission Act, of a Certificate of Public 
Convenience and Necessity (CPCN) for capital expenditures not to exceed $1.8 million 
for the acquisition and operation of a 5.3 kilometer three-inch fuel gas pipeline (Fuel Gas 
Pipeline) to provide service to a new customer and related party, AltaGas Northwest 
Processing Limited Partnership (AltaGas NPLP), at its North Pine Facility located 
approximately 40 kilometers northwest of Fort St. John, British Columbia.   

1.1 Applicant 

PNG(N.E.), a subsidiary of Pacific Northern Gas Ltd. (PNG), owns and operates a 
natural gas transportation system and distributes gas to over 21,000 residential, 
commercial and industrial customers in the British Columbia municipalities of Fort St. 
John, Dawson Creek and Tumbler Ridge, as well as in rural areas of Doe River, Pouce 
Coupe, Rolla, Tomslake, the District Taylor and Pink Mountain.  PNG(N.E.) has its main 
operating offices at 1208 – 102nd Avenue, Dawson Creek, British Columbia and at 10016 
– 104 Street, Fort St. John, British Columbia.   

PNG, in turn, is a wholly-owned subsidiary of AltaGas Utility Holdings (Pacific) Inc., 
which in turn is wholly-owned by AltaGas Ltd. (AltaGas).  PNG provides natural gas 
transmission, distribution and sales services to more than 20,000 residential, commercial 
and industrial customers located in communities in northwestern British Columbia.  PNG 
maintains an operating office at 2900 Kerr Street in Terrace, British Columbia, and its 
head office is located at 2550, 1066 West Hastings Street, Vancouver, British Columbia. 

1.2 Financial and Technical Capability 

 Financial Capability 1.2.1

PNG(N.E.) is capable of financing the acquisition of the Fuel Gas Pipeline either directly, 
or indirectly, through its association with PNG and with the AltaGas group of companies.   

 Technical Capability 1.2.2

PNG(N.E.) has the technical capacity to coordinate and facilitate operation of the Fuel 
Gas Pipeline.  PNG(N.E.) has many years of experience in constructing, operating and 
maintaining natural gas transmission and distribution systems and in providing safe, 
secure and reliable gas service to its customers in northeastern British Columbia.   
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1.3 Application Contacts 

All notices and other communications in connection with this Application should be 
directed to: 

 Verlon Otto, Director Regulatory Affairs 
 Pacific Northern Gas Ltd. 
 Suite 2550, 1066 West Hastings Street 
 Vancouver, B.C., V6E 3X2 

 Telephone: (604) 697-6218 
 Fax:  (604) 697-6210 
 E-mail:  votto@png.ca 

Alternate contact: 

 Janet Kennedy, Vice President Regulatory Affairs & Gas Supply 
 Pacific Northern Gas Ltd. 
 Suite 2550, 1066 West Hastings Street 
 Vancouver, B.C., V6E 3X2 

 Telephone: (604) 691-5684 
 Fax:  (604) 697-6210 
 E-mail:  jkennedy@png.ca 

1.4 Regulatory Process 

In this Application, PNG(N.E.) is seeking approval for capital expenditures not to exceed 
$1.8 million to acquire ownership of the Fuel Gas Pipeline in order to provide service to a 
single customer under an existing tariff.   

As service to AltaGas NPLP is planned to commence in early December 2017, 
PNG(N.E.) is seeking Commission approval for this expenditure on an expedited basis. 

Under the Commission’s 2015 Certificate of Public Convenience and Necessity 
Application Guidelines (CPCN Guidelines), the Commission has discretion as to whether 
or not hearings are held on an application.  PNG(N.E.) submits that the Application is of 
a straight-forward nature, is absent of contentious issues and has limited risks, and 
therefore requests the Commission consider exercising its discretion to waive the 
requirement for a hearing on this submission.  

However, should the Commission consider it necessary to proceed with a hearing on 
this Application, PNG(N.E.) supports the use of the Commission’s Streamlined Review 
Process (SRP) in order to facilitate an expeditious and efficient review process.  
Alternately, PNG(N.E.) is open to a review of this Application under an expedited written 
process. 
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2 Project Description 

2.1 Project Background 

 Customer 2.1.1

PNG(N.E.) has been approached by a prospective new customer, AltaGas NPLP, a 
related party, to provide transportation service for the natural gas fuel supply required for 
the North Pine Facility presently under construction.  Similar to PNG(N.E.), AltaGas 
NPLP is a wholly-owned entity within the AltaGas group of companies.  A copy of the 
current AltaGas organizational chart has been included as Appendix A to illustrate the 
related-party nature of the relationship between PNG and AltaGas NPLP. 

 Background 2.1.2

On October 19, 2016, AltaGas NPLP reached a Final Investment Decision (FID) for the 
construction, ownership and operation of phase one of the North Pine Facility to be 
located approximately 40 kilometres northwest of Fort St. John, British Columbia.   
 
The North Pine Facility will be a 20,000 Bbls/d natural gas liquids (NGLs) separation and 
handling industrial operation that will provide local natural gas producers with a new 
facility that is located close to production zones and has the capacity to process the NGL 
stream by separating it into its marketable components.  AltaGas NPLP has designed 
and permitted the North Pine Facility with two NGL separation trains, each capable of 
processing up to 10,000 Bbls/d of propane plus NGL mix (C3+), for a total of 20,000 
Bbls/d, plus projected condensate (C5+) terminaling capacity of another 20,000 Bbls/d. 
 
Construction of the first phase of the North Pine Facility is underway, including the first 
10,000 Bbls/d NGL separation train, plus 6,000 Bbls/d of condensate terminaling 
capacity.  Subject to sufficient commercial support from area producers and a 
subsequent FID, phase two would include a second 10,000 Bbls/d NGL separation train 
and expansion of the condensate terminaling capacity.   
 
AltaGas NPLP is also constructing two eight-inch diameter NGL supply pipelines 
(Liquids Supply Pipelines), each approximately 40 km in length, which will connect 
AltaGas' existing Townsend Truck Terminal to the North Pine Facility.  One supply line 
will carry C3+ with the other pipeline carrying C5+.  The existing Townsend NGL Egress 
Pipelines currently delivering product from AltaGas' Townsend Facility will be connected 
to the Liquids Supply Pipelines via the Townsend Truck Terminal to enable shipment of 
NGL produced at the Townsend Facility directly to the North Pine Facility.   
 
The North Pine Facility will have access to the CN rail network, allowing for the 
transportation of propane produced from the North Pine Facility to AltaGas’ planned 
Ridley Island Propane Export Terminal.  
 
The target commissioning and testing start date of the North Pine Facility is November 
2017, with commercial operation planned to commence in December 2017.  
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A copy of the AltaGas brochure on this project has been included for reference as 
Appendix B.  Further information on this project can be found on the internet at: 
https://www.altagas.ca/our-infrastructure/projects/north-pine-liquids-separation-project. 
 
The image that follows illustrates the location and layout of the North Pine Facility and 
associated pipeline infrastructure.  An image providing a broader view of the facility’s 
location and layout in the context of the City of Fort St. John and northeastern British 
Columbia is provided in Appendix C.    
 
Exhibit 2-1 Location and Layout of North Pine Facility and Related Infrastructure 

 

2.2 North Pine Fuel Gas Pipeline Project 

AltaGas NPLP requires a sweet supply of natural gas as a source of fuel to operate the 
North Pine Facility.  Fuel requirements for phase one of the North Pine Facility have 
been estimated to be 280,000 GJ per year.  Fuel requirements are expected to double to 
560,000 GJ per year with the completion of phase two of this project.   

To meet these supply requirements, a three-inch fuel gas supply pipeline, the Fuel Gas 
Pipeline, has been constructed to tie-in with the closest source of supply, which is the 
Canadian Natural Resources Limited (CNRL) West Stoddard Gas Plant (located at 11-
26-087-21 W6M), and will run 5.3 km east to the North Pine Facility (located at 06-29-
087-20 W6M).   

 Pipeline Construction 2.2.1

Given the proximity of the Fuel Gas Pipeline to the other infrastructure being constructed 
for the North Pine Facility, a key consideration for the project was the evaluation of two 
distinct alternatives for the construction of the Fuel Gas Pipeline, 1) construction by 
PNG(N.E.); and 2) construction by AltaGas NPLP.   
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Generally, in the normal course of operations, as the Fuel Gas Pipeline would be owned 
and operated by PNG(N.E.), it would be constructed by PNG(N.E.).  However, given the 
Fuel Gas Pipeline is to be installed adjacent to the Liquids Supply Pipelines being 
constructed by AltaGas NPLP to supply the North Pine Facility in an already permitted 
right-of-way, construction of the Fuel Gas Pipeline by AltaGas NPLP was considered a 
feasible alternative.   

In planning the development of the Fuel Gas Pipeline, PNG(N.E.) and AltaGas NPLP 
jointly developed a scope of work for completion of the project.  The table that follows 
provides a summary comparison of key elements relevant to project activities and 
completion under each of the construction alternatives. 

Exhibit 2-2 Comparison of Construction Alternatives  

Element Construction by 

PNG(N.E.) 

Construction by 

AltaGas NPLP 

a) Cost Estimate $3.2 million  $2.5 million 

b) Permitting Permitting would have to start from 
scratch, with uncertain timing and 
timeline 

Accelerated two-week process to 
amend existing permits 

c) Consultation Extensive and uncertain First 
Nations consultation would be 
required 

First Nations consultation 
completed as part of North Pine 
Facility and Liquids Supply 
Pipelines approval process  

d) Routing Additional right-of-way along 
AltaGas NPLP corridor required, 
adding cost and time 

Pipeline installed within existing 
permitted right-of-way 

e) Work Scheduling Complicated scheduling of work as 
PNG(N.E.) and AltaGas NPLP 
crews potentially working at same 
time 

Concurrent construction of fuel 
and supply lines by a single team 
provides savings on construction 
cost 

 
A further discussion of each project elements follows. 

2.2.1.1 Cost Estimate 

Both PNG(N.E.) and AltaGas NPLP developed independent cost estimates to support 
the construction of the Fuel Gas Pipeline.  These estimates were made in consideration 
of the impact of other project elements on the costs expected to be incurred by the 
constructor.  PNG(N.E.)’s Class 4 cost estimate of $3.2 million anticipates primary 
reliance on its subcontractors to complete the work.  AltaGas NPLP’s Class 3 cost 
estimate of $2.5 million anticipates making use of its own resources to complete the 
project on a timetable coincident with construction of the adjacent Liquids Supply 
Pipelines and resulting in economic efficiencies.  PNG(N.E.) notes that the above figures 
represent cost “estimates” taken into consideration when evaluating construction 
alternatives.  Further detail on these cost estimates is provided in Section 5 of this 
Application.   
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At this time, construction of the Fuel Gas Pipeline is nearing completion and the latest 
estimate of the actual cost of the asset will be in the range of $1.7 million to $1.8 million.  
As described further in Section 2.3, the agreements are structured such that PNG(N.E.) 
will pay for the actual cost of construction, and this amount has been capped at $1.8 
million.  Further detail on the anticipated actual final cost is provided in Section 4 of this 
Application.    

2.2.1.2 Permitting 

In the scoping of construction alternatives, it was determined that there would be 
significant time and cost savings if the Fuel Gas Pipeline were to be permitted and built 
within the existing right-of-way approved for the Liquids Supply Pipelines.  For 
PNG(N.E.) to pursue permitting a new pipeline adjacent to the Liquids Supply Pipelines 
would require a lengthy British Columbia Oil and Gas Commission (OGC) application 
and review process.  For AltaGas NPLP to permit the addition of a third fuel gas pipeline 
to be placed alongside the Liquids Supply Pipelines would require an amendment of the 
existing permitting to allow placement in the existing right-of way.  AltaGas NPLP has 
obtained the necessary OGC amendments and approvals to place the Fuel Gas Pipeline 
within the same right-of-way as the aforementioned Liquids Supply Pipelines.1   

2.2.1.3 Consultation 

AltaGas NPLP undertook negotiations and finalized an agreement with the Blueberry 
River Nation for siting the North Pine Facility and the Liquids Supply Pipelines.  For 
PNG(N.E.) to consider construction of the Fuel Gas Pipeline on a greenfield basis would 
require separate negotiations with the Blueberry River Nation that would have an 
uncertain timeline.  The alternative of AltaGas NPLP constructing the Fuel Gas Pipeline 
eliminates the risk of complicating existing agreements and relationships.   

2.2.1.4 Routing 

As noted under the discussion on permitting, building the Fuel Gas Pipeline within the 
existing right-of-way approved for the Liquids Supply Pipelines offers the potential for 
significant time and cost savings, and OGC approval has been obtained to allow for this.  
For PNG(N.E.) to construct the Fuel Gas Pipeline would have inevitably led to some 
routing modifications and possibly new right-of-way requirements.  Such modifications 
may have necessitated a much broader infrastructure corridor for placing the North Pine 
pipeline facilities and may have raised the concern of other stakeholders.     

2.2.1.5 Work Scheduling 

Construction and installation of the Fuel Gas Pipeline by AltaGas NPLP concurrent with 
the laying of the Liquids Supply Pipelines would create savings on design and 
construction through coordination of planning, procurement and installation by a single 
party.  For PNG(N.E.) to undertake this effort would result in considerable duplication of 
effort and increased execution risk from having to liaise and work with and around 
AltaGas NPLP crews and scheduling. 

  

                                                
1
 OGC Amendment Application Number: 100102227, approved June 9, 2017. 
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Based on the foregoing assessment of key project elements the decision was made to 
proceed with construction of the Fuel Gas Pipeline by AltaGas NPLP.  The AltaGas 
NPLP construction alternative is clearly supported not only by the lower cost forecast but 
by the qualitative considerations noted for each of the permitting, consultation, routing 
and work scheduling elements.  

 Construction and Operation Schedule 2.2.2

As noted previously, AltaGas NPLP has obtained the necessary OGC approvals to place 
the Fuel Gas Pipeline within the same right-of-way as the Liquids Supply Pipelines.  
Construction of the Fuel Gas Pipeline commenced during the third quarter of 2017 in 
anticipation of the North Pine Facility undergoing operational testing in November 2017, 
followed by commercial operation in the first quarter of 2018.    

 Transportation Service 2.2.3

AltaGas NPLP has requested that PNG(N.E.) provide natural gas transportation service 
for the North Pine Project.  As per this Application, PNG(N.E.) would acquire ownership 
and operate the Fuel Gas Pipeline and provide service under a 20-year transportation 
services agreement (TSA) with AltaGas NPLP, effective early December 2017, pending 
Commission approval of this Application.  A copy of the executed TSA has been 
included as Appendix D to this Application for reference.   

As noted in Schedule B to the TSA, PNG(N.E.) will provide transportation service to 
AltaGas NPLP at the Small Industrial Service Rate (RS10) applicable to the Fort St. 
John/Dawson Creek service area for the contract demand (per Schedule A of the TSA), 
including a firm annual contract demand of 280,000 GJ, and a minimum monthly take-or-
pay commitment based on the equivalent of 240,000 GJ per year, thereby providing 
PNG(N.E.) with a guaranteed revenue stream over the 20-year term of the contract.   

The TSA also includes provision for PNG(N.E.) to deliver supplemental volumes to the 
North Pine Facility that are in excess of the contracted firm demand, as may be required, 
also at the RS10 rate but on a non-firm, interruptible basis.  

 Gas Supply 2.2.4

AltaGas NPLP will secure the physical supply of fuel gas necessary for the North Pine 
Project.  PNG(N.E.) will have no role or responsibility in this activity.   

 Human Capital and Operating Requirements 2.2.5

Ongoing operating and maintenance requirements associated with PNG(N.E.)’s 
ownership and operation of the Fuel Gas Pipeline are expected to be marginal since 
these activities would be administered by existing employees operating out of 
PNG(N.E.)’s district office located in Fort St. John, British Columbia.  

2.3 Contractual Arrangements 

In addition to the TSA, PNG(N.E.) and AltaGas NPLP have concurrently entered into a 
number of other agreements pertaining to the ownership and operation of the Fuel Gas 
Pipeline, including:  

1) Cost Reimbursement Agreement (CRA) - establishing the assets to be acquired 
and the maximum purchase price to be paid of $1.8 million;  
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2) Pipeline Conveyance Agreement (PCA) - establishing the sale and conveyance 
to PNG(N.E.) of miscellaneous interests associated with the Fuel Gas Pipeline, 
including easements, rights-of-way and servitudes; and  

3) Master Access Agreement (MAA) - establishing consent by both parties for 
access and work activities in the AltaGas NPLP right-of-way jointly occupied by 
the Liquids Supply Pipelines and the Fuel Gas Pipeline.    

The TSA and all of the foregoing agreements all been structured such that the 
Commission’s approval of this Application is a condition precedent.  For reference, 
executed versions of the foregoing agreements have been provided as Appendix E, 
Appendix F, and Appendix G, respectively. 
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3 Project Need and Justification 

3.1 Project Need 

As described previously, AltaGas NPLP has requested that PNG(N.E.) provide natural 
gas transportation service to its North Pine Facility.  Essential to providing this service is 
the construction of a natural gas pipeline to transport fuel gas from the nearest source of 
supply to the site of the North Pine Facility.   

3.2 Project Alternatives 

The Fuel Gas Pipeline is a new pipeline necessary to provide service to a single new 
customer.  Given this circumstance, there are no physical project alternatives to be 
considered for this Application.   

3.3 Benefits Associated with the North Pine Fuel Gas Pipeline 

The primary benefits associated with the Fuel Gas Pipeline are two-fold in nature:  

1) Financial benefits; and 
 

2) Developmental opportunities. 

 Financial Benefits 3.3.1

The acquisition and operation of the Fuel Gas Pipeline by PNG(N.E.) will provide 
financial benefit to other customers in the Fort St. John/Dawson Creek service area.  
This benefit will be realized in the form of the positive rate impacts of the incremental 
margin realized from providing service to AltaGas NPLP.   

3.3.1.1 Base Service Term – Phase One 

PNG(N.E.) has prepared net present value (NPV) analyses of the positive incremental 
margin over the 20-year term of the TSA to illustrate the anticipated financial benefits 
from the proposed contractual arrangements.  PNG(N.E.)’s weighted-average cost of 
capital for the Fort St. John/Dawson Creek service area of 5.58% has been applied to 
these NPV analyses.   

Under the most conservative scenario, using the minimum take-or-pay volume of 
240,000 GJ per year rather than the contracted firm demand of 280,000 GJ per year, 
Exhibit 3-1 illustrates that guaranteed incremental revenues with a NPV of $2.333 million 
and guaranteed incremental margin with a NPV of $0.523 million are anticipated over 
the initial term of the TSA.  In this analysis, the Fuel Gas Pipeline has been depreciated 
at a rate of 1.94%, consistent with PNG(N.E.)’s average depreciation rate for distribution 
assets (base case).  This reflects the expectation that this long-life asset will continue to 
be used and useful beyond the initial TSA term. 

Exhibit 3-1 also illustrates the potential for additional incremental margin should service 
volumes exceed the minimum take-or-pay quantity.  Using the contacted firm demand of 
280,000 GJ per year, the NPV of incremental revenues increases to $2.648 million and 
the NPV of incremental margin increases to $0.838 million. 
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Exhibit 3-1 NPV of Incremental Margin Over 20 Years – Standard Depreciation  

  

For illustrative purposes, Exhibit 3-2 has been prepared to demonstrate the impact on 
the NPV of the incremental margin if the Fuel Gas Pipeline assets were to be 
depreciated evenly over the initial 20-year term of the TSA at a flat rate of 5% per year 
(depreciate capital cost over 20 years).  This scenario shows that under the minimum 
contractual arrangements the full capital cost of the Fuel Gas Pipeline would be 
recovered and that incremental margin of $6,000 would be generated over the initial 
term of the TSA.  At the contacted firm demand of 280,000 GJ per year, the NPV of 
incremental margin increases to $0.321 million. 

Exhibit 3-2 NPV of Incremental Margin Over 20 Years – Accelerated Depreciation  

 

PNG(N.E.) submits that the NPV analyses presented are conservative in nature as they 
are based on the maximum capital cost of $1.8 million.  The estimated incremental 
margin will be further enhanced in the event that the actual capital cost of the Fuel Gas 

Base Case - 20-year Contract at Standard Depreciation

Demand (GJ) 240,000                 280,000                 

Revenue 3,895,461$           4,421,420$           

Cost of Service

Rate Base Items 2,529,327             2,529,327             

O&M Costs 389,275                 389,275                 

2,918,602$           2,918,602$           

Incremental Margin 976,859$               1,502,819$           

Net Present Value 5.58%

Revenue 2,332,675$           2,647,629$           

Cost of Service 1,809,409             1,809,409             

NPV of Incremental Margin 523,266$               838,220$               
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Pipeline comes in at less than $1.8 million. 

3.3.1.2  Service Term Renewal 

The potential for additional financial benefit exists should PNG(N.E.)’s contract for 
service be extended beyond the initial 20-year period.  PNG(N.E.) believes there is a 
high probability of such an extension give that the North Pine Facility assets have an 
estimated life of thirty years. 

3.3.1.3 Phase Two of North Pine Facility 

PNG(N.E.) notes that further financial benefits would be realized in the event that 
AltaGas NPLP were to proceed with phase two of the North Pine Facility.  As noted 
previously, fuel requirements for the North Pine Facility are expected to double, to 
560,000 GJ per year, on completion of phase two.  PNG(N.E.) believes there is a high 
probability of phase two proceeding given that AltaGas is proceeding with an expansion 
of its Townsend Gas Processing Facility,2 and given AltaGas’ plans for the Ridley Island 
Propane Export Terminal3 which will require a supply of propane in excess of the 
capacity of phase one of the North Pine Facility.  PNG(N.E.) has not incorporated the 
financial benefits of Phase Two in the financial analysis presented in Section 3.3.1.1. 

 Developmental Opportunities 3.3.2

While justification for the acquisition of the Fuel Gas Pipeline stands on its own from a 
financial perspective, PNG(N.E.) notes that the project has the potential to provide a 
platform to attract and serve additional customers in the area.  PNG(N.E.) has generally 
attached all customers available within 200 meters of its existing pipeline system.   This 
fact, combined with lackluster economic growth in recent years, has limited development 
in the region to within the boundary limits of municipalities in the region.   

Given this situation, it has been necessary for PNG(N.E.) to look further afield for new 
business and growth opportunities.  With the Fuel Gas Pipeline’s proximity to the active 
Montney gas exploration region, PNG(N.E.) would be well positioned to attract and 
provide service to new industrial customers who may choose to locate in the vicinity of 
the Fuel Gas Pipeline.  

3.4 Risks Associated with the North Pine Fuel Gas Pipeline 

 Financial Risk Assessment 3.4.1

PNG(N.E.) submits that there are negligible financial risks associated with the 
acquisition and operation of the Fuel Gas Pipeline as these have been mitigated through 
contractual arrangements.  As per the CRA, a price cap of $1.8 million has been 
established on the acquisition cost of the assets.  Further, as per the TSA, the tariff to be 
paid by AltaGas NPLP, the forecast contracted demand and the inclusion of a minimum 
take-or-pay component to the contract demand are such that all capital and operating 
costs will be recovered.  These provisions eliminate the risk of asset stranding and 

                                                
2
 See https://www.altagas.ca/our-infrastructure/projects/townsend-gas-processing-facility-phase-2 

3
 See https://www.altagas.ca/our-infrastructure/projects/ridley-island-propane-export-terminal 
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ensure that there is no risk of adverse rate impacts on PNG(N.E.)’s other customers.   

 Operational Risk Assessment 3.4.2

PNG(N.E.) also submits that there are negligible operational risks associated with the 
acquisition and operation of the Fuel Gas Pipeline that have not been mitigated through 
contractual arrangements.  In regard to the construction of the pipeline, PNG(N.E.) has 
been consulted on the design and on preferred vendors for materials and equipment.  
Further, the pipeline will be constructed to PNG(N.E.)’s standards, and the installation 
will be inspected periodically during construction and PNG(N.E.) will be consulted for 
final engineering sign-off on completion. 

Lastly, there are no identified risks associated with the ongoing operation and 
maintenance of the pipeline.  Pipeline operations and maintenance constitute 
PNG(N.E.)’s core business activity and, as noted previously, this activity would be 
administered by PNG(N.E.)’s district office in Fort St. John. 

3.5 Long-term Resource Planning Considerations 

PNG(N.E.)’s last long-term resource plan for the Fort St. John, Dawson Creek and 
Tumbler Ridge distribution systems was filed with the Commission in April 2015 and was 
approved under Commission Order G-155-15 (2015 Resource Plan).  As the need for 
the Fuel Gas Pipeline was not anticipated at that time, there was no consideration given 
to the project in the 2015 Resource Plan. 

Appendix A to the 2015 Resource Plan presented a summary of resource plan 
objectives to be applied to the evaluation of alternative resource options.  As noted 
previously, there are no physical project alternatives under consideration in this 
Application consequently such an evaluation is not considered applicable in this 
circumstance.  However, to aid in the evaluation of this Application, PNG(N.E.) provides 
the following overview of aspects of the project as they pertain to the resource plan 
objectives identified in the 2015 Resource Plan. 

 Safe, Reliable Service 3.5.1

PNG(N.E.) considers the provision of safe, reliable service as an important guiding 
principle in its decision making processes, and that this must be balanced with other 
resource planning objectives such as the provision of service at least cost, the economic 
viability of the utility, and rate stability.   

The Fuel Gas Pipeline provides PNG(N.E.) with an opportunity to expand its physical 
pipeline facilities and is a relatively low-risk, highly reliable means of meeting AltaGas 
NPLP’s expectations of safe, reliable service.  The fact that the underlying infrastructure 
is not interconnected with PNG(N.E.) pipeline assets also minimizes the risk of adverse 
impacts on providing service to existing customers.     

 Least Cost Service 3.5.2

Resource options available to PNG(N.E.) must consider rate impacts on customers and 
the ability of customers to pay for capacity additions necessary to meet the objective of 
safe, reliable service, compared to the price of alternate energy sources available to 
them. 

B-1



PACIFIC NORTHERN GAS (N.E.) LTD.  
CPCN APPLICATION FOR NORTH PINE FUEL GAS PIPELINE – DECEMBER 2017 

 

 

15 

In evaluating this proposed addition of pipeline facilities, PNG(N.E.) has considered 
potential rate impacts from adding new capacity.  As noted previously, the tariff to be 
paid by AltaGas NPLP, the contracted demand, and the minimum take-or-pay 
component of the contract for service are such that all capital and operating costs will be 
recovered from the customer, ensuring that there is no risk of adverse rate impacts on 
PNG(N.E.)’s other customers.  In fact, as noted in Section 3.3.1, there are identifiable 
positive financial benefits to PNG(N.E.)’s other customers. 

 Economic Viability of Utility 3.5.3

PNG(N.E.)’s shareholder and customers require that PNG(N.E.) remains a viable 
operation and continues to provide natural gas service as an attractive alternative to 
electricity, propane, wood and oil.  In order to maintain its position among energy 
providers, it is critical that PNG(N.E.) be able to meet its financial obligations while being 
provided an opportunity to earn its allowed return, and that customers are able to 
continue purchasing natural gas at competitive prices compared to alternate energy 
sources.  

As noted in the previous section, PNG(N.E.) has secured arrangements with AltaGas 
NPLP that support the full recovery of the added cost of service impacts associated with 
the new infrastructure.  PNG(N.E.) has employed a conservative NPV incremental 
margin analyses to validate the financial feasibility of the Fuel Gas Pipeline, with the 
results supporting the planned investment as a prudent resource addition. 

 Stable Rates 3.5.4

Customers prefer stable rates over time, allowing them to budget with some 
predictability as well as validating their choice of natural gas for their thermal 
applications.  Volatility in rates leads to customer dissatisfaction and may introduce 
changes to customer usage characteristics.  Significant capital expenditures may result 
in upward pressure on delivery rates. 

PNG(N.E.)’s planned capital investment in the Fuel Gas Pipeline is supported by the 
results of the conservative NPV margin analyses, and the terms of the TSA under an 
existing tariff rate are such that all capital and operating costs will be recovered from the 
customer, and as noted in Section 3.3.1 will also generate incremental margin for the 
benefit of other customers over the 20-year term of the contract. 

 Environmental and Socio-economic Impacts 3.5.5

PNG(N.E.) considers environmental and socio-economic factors, including the impact on 
land use, emissions, the local economy, customer groups and First Nations when 
evaluating investments to meet customer requests and demand growth.  

PNG(N.E.) notes that the Fuel Gas Pipeline project does not fall within the definition of a 
project required to file a separate British Columbia Environmental Assessment (EA) 
application.  All environmental studies, community consultations and technical 
requirements fall within the OGC’s scope and jurisdiction and were addressed within 
AltaGas NPLP’s application for OGC approval of the North Pine Facility, including the 
two NGL supply pipelines, and the amendment filed for construction and operation of the 
Fuel Gas Pipeline.  As the amendment pertaining to the Fuel Gas Pipeline has received 
OGC approval, PNG(N.E.)’s assessment is that the environmental and social impacts of 
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this project are marginal and within the requirements and bounds of the OGC.  
Information on AltaGas NPLP’s consultative activities is presented in Section 5.     

 Alignment with B.C. Government Energy Objectives and Policy 3.5.6
Considerations 

The nature of PNG(N.E.)’s investment in the Fuel Gas Pipeline is such that it does not 
provide direct support for the advancement of the provincial government’s energy 
objectives as set out in Part 1 of the Clean Energy Act that primarily pertain to the 
matters of generation, cost and conservation of electricity.4    

The Fuel Gas Pipeline does, however, support the provincial government’s energy 
objectives as specified in its Natural Gas Strategy.5  The project supports the provincial 
government’s desires to develop new markets for natural gas products (i.e. production of 
propane at North Pine Facility for export to Asian markets) and the maximization of 
benefits from natural gas development (i.e. processing and producing higher-value NGL 
products).  Lastly, the Fuel Gas Pipeline also contributes to the government’s goals of 
creating investment, jobs, and new economic opportunities not only for the Fort St. 
John/Dawson Creek region, but for the Province as a whole.    

 Government Approvals, Authorizations, Licenses and Permits 3.5.7

The Fuel Gas Pipeline is a new facility requiring approval and permitting by the OGC as 
per the requirements of the Oil and Gas Activities Act.  As previously indicated, OGC 
approval to construct and operate the pipeline was granted via an amendment to the 
OGC permit approving construction and operation of the North Pine Facility and its NGL 
supply lines.   

No other approvals, authorizations, licenses or permits are required for the completion of 
this project. 

                                                
4
 See: http://www.bclaws.ca/civix/document/id/complete/statreg/10022_01 

5
 See: http://www.gov.bc.ca/ener/popt/down/natural_gas_strategy.pdf 
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4 Project Cost Update 

With the passage of time, the construction of the Fuel Gas Pipeline has neared 
completion.  Based on work to date, AltaGas NPLP has updated it cost forecast and now 
estimates the actual cost of construction to be in the range of $1.7 million to $1.8 million.  
As noted previously, subject to Commission approval of this Application, PNG(N.E.) and 
AltaGas NPLP have entered into a number of agreements, including the CRA which 
establishes that PNG(N.E.) will pay the actual cost of construction and that the maximum 
amount payable for the Fuel Gas Pipeline is $1.8 million.   

That the anticipated final cost is considerably lower than the original cost estimate 
prepared by AltaGas NPLP reflects the provision for uncertainty in Class 3 cost 
estimates (-20% to +30%).  Exhibit 4-1 provides a breakdown of the variance in the 
anticipated final costs from the original estimated cost by construction activity. 

Exhibit 4-1 AltaGas Anticipated Final Cost versus Original Cost Estimate 

 

The following notes correspond to those referenced in Exhibit 4-1 and provide a high-
level explanation of the cost variances identified: 

(a) Procurement – this variance can primarily be attributed to the fact that the 
anticipated fabrication of a building to house the meter was not required 
($205,000) and to the cost of valves and electrical materials being less than 
forecast. 

(b) Construction – this variance can primarily be attributed to an underestimation of 
the efficiencies that would be realized in the construction of the Fuel Gas Pipeline 
in conjunction with the two Liquids Supply Pipelines. 

(c) Subcontractors & Field Services – this variance can primarily be attributed to the 
cost of installing the hot tap connection to the CNRL supply costing much less 
than anticipated ($132,000). 

(d) Contingency – the variance in the contingency provision is primarily due to 
overall lower costs on the project.  

The information that follows in Section 5 provides background information on the cost 
estimates that were prepared by PNG(N.E.) and AltaGas NPLP as part of the evaluation 
of construction alternatives as presented previously in Exhibit 2-2. 

Original Estimated Cost Anticipated Final Cost Variance Note 

35,189$                                  30,333$                                  (4,856)$                        

260,719$                                260,719$                                -$                             

552,438$                                273,494$                                (278,944)$                   (a)

740,029$                                497,705$                                (242,324)$                   (b)

550,305$                                440,558$                                (109,747)$                   (c)

61,103$                                  68,790$                                  7,686$                         

2,199,783$                             1,571,598$                             (628,186)$                   

183,515$                                183,515$                                -$                             

219,978$                                77,063$                                  (142,915)$                   (d)

2,603,277$                             1,832,176$                             (771,101)$                   

Subcontractors & Field Services

Description

Regulatory, Land, Survey

Engineering

Procurement

Construction

Common

Sub-Total

PST

Contingency

Total

B-1



PACIFIC NORTHERN GAS (N.E.) LTD.  
CPCN APPLICATION FOR NORTH PINE FUEL GAS PIPELINE – DECEMBER 2017 

 

 

18 

5 Project Cost Estimates 

5.1 Preparation of Cost Estimates 

As noted previously, in planning the development of the Fuel Gas Pipeline a key 
consideration for the project was the evaluation of two distinct alternatives for the 
construction of the pipeline:  1) construction by PNG(N.E.); and 2) construction by 
AltaGas NPLP.  As part of the planning process, PNG(N.E.) and AltaGas NPLP 
developed a scope of work for completion of the project and cost estimates were 
prepared by both parties to support the development of the project.  The cost estimates 
prepared comply with the Association of Cost Engineering Guidelines 17R-97 and 18R-
97 (Cost Estimating Classification System – revision November 2011).  

 PNG(N.E.) Cost Estimate 5.1.1

Based on the identified scope of work, PNG(N.E.) developed a Class 4 cost estimate to 
support the development of this project.  The cost estimate was prepared internally by 
PNG’s engineering group under the direction of the Manager Engineering and Special 
Projects.   

PNG(N.E.)’s estimated cost to construct the Fuel Gas Pipeline is $3.2 million, including a 
provision for contingencies of approximately 14%.  Exhibit 5-1 provides a summary of 
key capital components.   

Exhibit 5-1 Capital Cost Components – PNG(N.E.) 

 

Additional detail on PNG(N.E.)’s forecast installed costs of the pipeline is provided in 
Appendix H. 

 AltaGas NPLP Cost Estimate 5.1.2

AltaGas NPLP has developed a Class 3 cost estimate to support the construction of the 
Fuel Gas Pipeline.  The cost estimate was prepared internally by AltaGas’ engineering 
department.   

AltaGas NPLP’s estimated cost to construct the Fuel Gas Pipeline was $2.472 million, 
including a provision for contingencies of approximately 10%.  Exhibit 5-2 provides a 
summary of key capital components.   

PNG(NE)

Capital Component North Pine Fuel Gas Line *

LABOUR 55,000$                                        

MATERIALS 1,236,000                                     

SUBCONTACTOR 1,213,000                                     

Subtotal 2,504,000                                     

OVERHEAD AND EQUIPMENT BURDEN 333,000                                        

Subtotal 2,837,000                                     

CONTINGENCY 343,000                                        

Total Installed 3,180,000$                                  

*    Class 4 Cost Estimate
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Exhibit 5-2 Capital Cost Components – AltaGas NPLP  

  

Additional detail on AltaGas NPLP’s forecast installed costs of the pipeline is provided in 
Appendix I. 

  Cost Estimate Comparison 5.1.3

Exhibit 5-3 that follows provides a comparison of the cost estimates prepared by 
PNG(N.E.) and AltaGas NPLP.    

Exhibit 5-3 Cost Estimate Comparison 

  

The following notes correspond to those from Exhibit 5-3, and provide a high-level 
explanation of the cost estimate variances identified: 

(e) Labour – this variance between estimates can be attributed to PNG(N.E.)’s 
planned reliance on subcontractors to carry out construction, whereas AltaGas 
NPLP would make use of its own crews undertaking the concurrent construction 
of the Liquids Supply Pipelines.  

(f) Materials – this variance can primarily be attributed to PNG including the cost of 
the CNRL gas plant tap in materials as PNG(N.E.) would undertake this work 
internally, whereas AltaGas NPLP has classified this element as an activity and 
cost assigned to a subcontractor.  The remaining variance can be attributed to 
differences in material costs and may reflect the finer precision of the AltaGas 
NPLP Class 3 estimate.   

(g) Subcontractor – as noted under (a), planned reliance on subcontractors to carry 

AltaGas NPLP

Capital Component North Pine Fuel Gas Line *

LABOUR 740,029$                                      

MATERIALS 604,401                                        

SUBCONTACTOR 884,213                                        

Subtotal 2,228,643                                     

OVERHEAD AND EQUIPMENT BURDEN 23,103                                           

Subtotal 2,251,746                                     

CONTINGENCY 219,978                                        

Total Installed 2,471,724$                                  

*    Class 3 Cost Estimate

Capital Component PNG(NE) AltaGas NPLP Variance Note

LABOUR 55,000$                 740,029$               (685,029)$             (a)

MATERIALS 1,236,000             604,401                 631,599                 (b)

SUBCONTACTOR 1,213,000             884,213                 328,787                 (c)

Subtotal 2,504,000             2,228,643             275,357                 

OVERHEAD AND EQUIPMENT BURDEN 333,000                 23,103                   309,897                 (d)

Subtotal 2,837,000             2,251,746             585,254                 

CONTINGENCY 343,000                 219,978                 123,022                 (e)

Total Installed 3,180,000$           2,471,724$           708,276$               
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out construction has contributed to PNG(N.E.)’s higher cost estimate for this cost 
element.  This is offset in part by AltaGas NPLP classifying the CNRL gas plant 
tap to this category, as noted under (b).  

(h) Overhead and Equipment Burden – the variance in this cost element can be 
attributed to PNG(N.E.)’s practice of including an overhead and equipment 
burden allocation in developing its cost estimates, whereas the AltaGas NPLP 
amount relates to project management activities. 

(i) Contingency – the variance in the contingency provision is primarily due to 
AltaGas NPLP making use of a blanket 10% provision, whereas PNG(N.E.) 
builds its provision on an element-by-element basis at rates between 10% and 
20%.  The greater provision by PNG(N.E.) also reflects the higher estimate for 
base costs. 

 Accuracy of Capital Cost Estimates 5.1.4

The cost for PNG(N.E.) to acquire the Fuel Gas Pipeline is based on the Class 3 cost 
estimate prepared by AltaGas NPLP.  This is in compliance with the required level of 
accuracy to be applied, as per the Commission’s CPCN Guidelines, in the determination 
of the lowest cost option amongst alternatives.6 

The PNG(N.E.) comparative project cost estimate has been prepared on a Class 4 
basis.  While this differs from the stated requirement for a Class 3 level of accuracy as 
per the Commission’s CPCN Guidelines, PNG(N.E.) submits that as there is no risk of 
asset stranding and that there are positive rate impacts for other customers from this 
project, the Class 4 level of accuracy for such a comparative estimate is sufficient for the 
review of this Application.  

Further, as noted in Section 3.2, the choice of the AltaGas NPLP construction alternative 
is supported not only by the AltaGas NPLP lower cost forecast, but also overwhelmingly 
supported by the qualitative considerations noted for each of the permitting, consultation, 
routing and work scheduling elements for the project.   

5.2 Cost of Service Forecast 

The cost of service forecast for the Fuel Gas Pipeline incorporated into the NPV 
incremental margin analyses in Section 3.3.1 includes ratebase items and operating 
costs.   

Ratebase items in the cost of service forecast include provision for depreciation, taxes, 
capital cost allowance, interest, and return on equity.  These costs are estimated to be 
approximately $126,000 annually.  

As the Fuel Gas Pipeline is a newly constructed asset, annual operating costs are 
expected to be negligible and over the 20-year term of the TSA are anticipated to relate 
primarily to meter reading, billing activities, fuel gas costs, and property taxes.  Given the 
proximity of the Fuel Gas Pipeline to the AltaGas NPLP Liquids Supply Pipelines, 

                                                
6
 BCUC 2015 Certificate of Public Convenience and Necessity Application Guidelines, Section 5. 
Project Cost Estimate. 
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PNG(N.E.) anticipates right-of-way maintenance will primarily be undertaken by AltaGas 
NPLP.  Therefore, operating costs are estimated to be approximately $16,000 annually.   
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6 Public Consultation and Support 

6.1 First Nations Support 

As the proponent of the development of the North Pine Facility and related infrastructure, 
AltaGas NPLP has undertaken a formal and extensive stakeholder engagement process 
with the Blueberry River First Nations and the Halfway River First Nations, the two First 
Nations in the region that may be affected by the North Pine Facility project.   

PNG(N.E.) has identified the Blueberry River First Nations as the primary party to be 
affected by the Fuel Gas Pipeline.  The Blueberry River First Nations have been 
generally supportive of initiatives in the area.  Through the stakeholder engagement 
process undertaken by AltaGas NPLP, an agreement establishing the Blueberry River 
First Nations’ support for the North Pine project was concluded. 

As this Application addresses PNG(N.E.)’s purchase of assets that have been 
constructed and that have all necessary approvals and agreements in place, PNG(N.E.) 
does not consider it necessary to undertake any further First Nations outreach on this 
matter.   

6.2 Community Support 

Similar to its First Nations outreach activities, AltaGas NPLP has undertaken extensive 
communication and engagement activities to reach any and all other parties that may be 
affected by the North Pine Facility project.  This included reaching out to some 250 
parties including land owners, local municipalities, provincial government agencies and 
industrial entities with rights and tenures in the vicinity of the project, none of which 
objected to the project.   

PNG has identified the Peace River Regional District, the municipality in which the North 
Pine Facility and related infrastructure are sited, as the primary party to be affected by 
the Fuel Gas Pipeline.  The Peace River Regional District is considered generally 
supportive of developmental initiatives in their region, primarily due to the economic 
benefits the proposed projects will bring to the area and is supportive of the North Pine 
Facility project.  PNG(N.E.) liaises with the Peace River Regional District on a regular 
basis on a variety of matters, including developments in the area, and has discussed the 
North Pine Facility and PNG(N.E.)’s planned ownership and operation of the Fuel Gas 
Pipeline. 

As this Application addresses PNG(N.E.)’s purchase of assets that have been 
constructed and that have all necessary approvals and agreements in place, PNG(N.E.) 
does not consider it necessary to undertake any further community outreach on this 
matter.   
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7 Acronyms and Definitions 

AltaGas – AltaGas Ltd., parent company of PNG and AltaGas NPLP 

AltaGas NPLP – AltaGas Northwest Processing Limited Partnership 

Commission – British Columbia Utilities Commission 

Bbls/day – barrels per day 

C3+ – NGL mix 

C5+ – condensate 

CNRL – Canadian Natural Resources Limited 

CPCN – Certificate of Public Convenience and Necessity 

CPCN Guidelines – the Commission’s 2015 CPCN Application Guidelines 

CRA – Cost Reimbursement Agreement 

EA – British Columbia Environmental Assessment Application 

FID – Final Investment Decision 

Fuel Gas Pipeline – the 5.3 kilometer three-inch fuel gas pipeline that is being 
constructed to provide service to AltaGas NPLP’s North Pine Facility, the subject asset 
of this Application 

GJ – Gigajoule 

Liquids Supply Pipelines – two eight-inch diameter NGL supply pipelines which will 
connect AltaGas' existing Townsend Truck Terminal to the North Pine Facility; one 
supply line will carry C3+ with the other carrying C5+ 

MAA – Master Access Agreement 

NGL(s) – Natural Gas Liquid(s) 

NPV – net present value 

North Pine Facility – AltaGas NPLP’s 40,000 Bbls/day natural gas liquids separation 
and handling facility located approximately 40 kilometers northwest of Fort St. John, 
British Columbia 

OGC – British Columbia Oil and Gas Commission 

PCA – Pipeline Conveyance Agreement 

PNG – Pacific Northern Gas Ltd. 

PNG(N.E.) – Pacific Northern Gas (N.E.) Ltd. (applicant) 

RS6 – Small Industrial Service Rate applicable to the Fort St. John/Dawson Creek 
service area 

SRP – the Commission’s Streamlined Review Process 

TSA – Transportation Services Agreement 
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Appendix A:   
 
AltaGas Corporate Structure 
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Appendix B:   
 
North Pine Facility and Product Pipeline Project 
Overview  
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Appendix C:   
 
North Pine Fuel Gas Pipeline Location and Layout 
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Appendix D:   
 
Agreement for Firm Transportation Service (TSA) 
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GENERAL TERMS AND CONDITIONS 

INDUSTRIAL FIRM TRANSPORTATION SERVICE 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Secretary , 
British Columbia Utilities Comniission 

Effective: July 1, 2013 

Commission Order No: :!..IG"-=-~""::.__ __ _ 
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ARTICLE 1 

DEFINITIONS AND INTERPRETATION 

1.01 Except where the context otherwise requires, the following terms when used in these General 

Terms and Conditions or in a Service Agreement shall have the following meaning: 

"Authorized Overrun Service" means Gas in excess of the Contract Demand under a 

Service Agreement which PNG(N.E.) will, at its discretion when requested by Shipper, 

deliver subject to curtailment or interruption. 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Secretary 
British Columbia Utilities Commission 

Effective: July 1, 2013 

/" 4 L5 
Commission Order No: ""'G,_-_-___ _ 
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"Contract Demand" means the maximum volume of Gas that PNG(N.E.) is obligated to 

transport without curtailment or interruption on any one day as specified in a Service 

Agreement. 

"Cubic Metre" or "m3
" means the volume of Gas which occupies one (1) cubic meter when 

such Gas is at a temperature of l5°C and at an absolute pressure of 101.325 kilopascals. 

"Day" means a period of 24 consecutive hours beginning and ending at 08:00 PST. or such 

other period of 24 consecutive hours agreed to by PNG(N.E.) and Shipper. 

"Delivery Point" means the point specified in a Firm Transportation Service Agreement 

where PNG(N.E.) delivers Gas to the Shipper. 

"Delivery Volume" means the quantity of Gas actually delivered to the Shipper. 

"Gas" means the residue remaining after natural Gas has been subjected to any or all of the 

following processes: 

(a) the removal of any constituent parts other than methane, and the removal of 

methane to such extent as is necessary in removing other constituents; and 

(b) the compression, regulation, cooling, cleaning or any other chemical or physical 

process to such extent as may be required in production, gathering, transmission, 

storage, removal from storage and delivery, provided that no dilutents such as air or 

nitrogen are added. 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Secretary 
British Columbia Utilities Commission 

Effective: July 1, 2013 

Commission Order No: 
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"General Terms and Conditions" means these General Terms and Conditions for 

Industrial Firm Transportation Service as amended or supplemented from time to time. 

"Gigajoule" or "GJ" means one billion Joules. 

"Joule" means the amount of work done when the point of application of a force of 1 

newton is displaced a distance of 1 metre in the direction of the force. 

"Megajoule" or "MJ" means one million Joules. 

"Month" means the period of time beginning on the first day of any month and ending 

on the first day of the next succeeding month. 

"PNG(N.E.)" means Pacific Northern Gas (N.E.) Ltd. 

"PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation Service" means 

PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation Service as filed with and 

approved by the British Columbia Utilities Commission from time to time. 

"PST" means Pacific Standard Time. 

"Reported Volume" or "Nominated Volume" means the quantity of Gas requested by 

the Shipper to be received by PNG(N.E.) and to be delivered to the Shipper. 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Secretary ~; 
British Columbia Utilities Commissi~n 

Effective: July 1, 2013 
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"Receipt Point" means the point specified in a Service Agreement where Shipper delivers 

Gas to PNG(N.E.). 

"Service Agreement" means an agreement for the transportation of Gas entered into 

between PNG(N.E.) and a Shipper in accordance with PNG(N.E.)'s Tariff Schedules for 

Industrial Firm Transportation Service. 

"Shipper" means any person who enters into a Service Agreement with PNG(N.E.). 

"Tariffs" means, with respect to the charges payable under a Service Agreement, the 

charges prescribed by PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation 

Service as approved by the British Columbia Utilities Commission. 

"Total Heating Value" means the number of Joules produced by the combustion at a 

constant pressure of 1 cubic metre of Gas, the Gas to be at a temperature of l5°C and at 

an absolute pressure of 101.325 kilopascals, and to be free of all water vapour, with air at 

the same temperature and pressure as the Gas and with the products of the combustion 

cooled to the initial temperature of the Gas and air, and when the water formed by the 

combustion is condensed to the liquid state. The heating value of the Gas purchased by 

the Shipper and delivered by PNG(N.E.) will be as determined by Westcoast for Gas 

delivered to PNG(N.E.). 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Secretary 
British Columbia Utilities Commission 

Effective: July 1, 2013 

Commission Order No: G - i ~ ·~ I• 
F 

B-1



Pacific Northern Gas (N.E.) Ltd. 
Gas Tariff: BCUC No. 4 
First Revision of Original Page 74 

"Transmission and Distribution System" means the Gas transmission and distribution 

pipeline facilities owned by PNG(N.E.) within the Province of British Columbia. 

"Year" means a period of 12 consecutive months beginning on the first day ofNovember 

and ending at the beginning of the next succeeding first day ofNovember or any other 12 

consecutive month period agreed to under a Service Agreement. 

"103m3
" means 1,000 cubic metres of Gas. 

"Westcoast" means Westcoast Energy Inc., carrying on business as Spectra Energy 

Transmission. 

"Westcoast General Terms and Conditions" means the Westcoast General Terms and 

Conditions-Service as filed with or otherwise approved by the National Energy Board and 

in effect from time to time in accordance with the National Energy Board Act. 

1.02 In a Service Agreement and these General Terms and Conditions words importing the singular 

shall include the plural, and vice versa, and words importing the masculine gender shall 

include the feminine gender, and vice versa, and words importing persons shall include firms 

and corporations, and vice versa. 

1.03 The division of a Service Agreement and these General Terms and Conditions into Articles 

and sections, the provision of an index and the insertion of headings are for convenience of 

reference only and shall not affect the construction or interpretation of a Service Agreement 

or these General Terms and Conditions. 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
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Secretary 
British Columbia Utilities Commission 
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1.04 A Service Agreement and these General Terms and Conditions shall be construed in 

accordance with the laws of British Columbia and a Service Agreement shall be treated in all 

respects as a contract made, entered into and to be wholly performed in British Columbia by 

parties domiciled and resident therein. 

ARTICLE2 

PRIORITY OF SERVICES 

2.01 PNG(N.E.) shall provide Transportation Service in accordance with the following priorities: 

(a) delivery of Contract Demand shall be given first priority; 

(b) delivery of Authorized Overrun Service shall be given lowest priority. 

2.02 PNG(N.E.) shall retain full and exclusive right to operate the Transmission and Distribution 

System in a manner which, in its sole discretion, is consistent with operating conditions and 

obligations as they may exist from time to time. 

ARTICLE3 

DELIVERY OF GAS/CURTAILMENT 

3.01 When PNG(N.E.) intends to curtail deliveries of Gas to Shippers to their Contract Demand, 

PNG(N.E.) shall notify all Shippers of such curtailment by telephone prior to 12:00 PST on 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
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the day prior to the day such curtailment is to take effect. If no new notification is given by 

PNG(N.E.), PNG(N.E.)'s notice last received by Shippers pursuant to this Section 3.01 shall 

continue in effect. 

3.02 Shipper shall, each day prior to 12:00 PST notify PNG(N.E.) by telephone of the total 

volume of Gas which Shipper desires PNG(N.E.) to deliver to Shipper at the Delivery Point 

on the following day. If no new notification is given by Shipper, Shipper's notice last 

received by PNG(N.E.) pursuant to this Section 3.02 shall continue in effect. 

3.03 Notwithstanding that a curtailment notice pursuant to Section 3.01 or 3.05 is in effect, 

PNG(N.E.) shall each day notify Shipper by telephone prior to 11:00 PST of the volume, if 

any, of requested Authorized Overrun Service that Shipper is authorized to receive on that 

day, provided that such volume shall not be less than the volume specified in any prior 

notice given by PNG(N.E.) pursuant to this Section 3.03 and in effect on that day. 

3.04 Notwithstanding Section 3.03, Shipper shall immediately comply with any request by 

PNG(N.E.) to curtail Authorized Overrun Service for reason of force majeure or emergency. 

3.05 PNG(N.E.) shall have the right at all times to curtail deliveries to the Shipper to the 

volume of Gas received by PNG(N.E.) from Shipper at the Receipt Point. 
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Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
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3.06 PNG(N.E.) shall not be obligated to deliver in any one hour more than 5% of Shipper's 

Contract Demand. 

ARTICLE4 

NOMINATION AND TRANSPORTATION OF GAS 

4.01 PNG(N.E.) shall deliver Gas to Shipper at the pressure existing in the PNG(N.E.) 

Transmission and Distribution System from time to time at the Delivery Point but such 

pressure shall always be within the limits set out in the Service Agreement. 

4.02 Shipper shall deliver or cause to be delivered to the Receipt Point the daily nominated 

quantity of Gas. 

4.03 The parties shall co-operate in notifying Westcoast of the daily nomination in accordance with 

the approved operating practices of W estcoast. 

ARTICLE 5 

GAS IMBALANCES 

5.01 Westcoast shall be notified by PNG(N.E.) prior to 16:00 PST each day of Shipper's best 

estimate of the total volume received for the preceding day. The daily best 
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estimates of volumes given to W estcoast shall be final as between Westcoast and Shipper, 

except during days of curtailment. PNG(N.E.) will provide Shipper with a summary of such 

estimates on a monthly basis. 

Differences between the sum of the daily best estimates of firm and interruptible volumes 

and the sum of the billed firm and interruptible volumes over a given month shall be 

resolved by PNG(N.E.) adjusting, with notice to Shipper, one or more of the daily estimated 

volumes as soon as possible but within 120 days and at a time other than when a curtailment 

is in effect. Such adjustment will, to the extent possible, reduce the difference to zero. 

On any day of curtailment, the volumes transported by PNG(N.E.) to Shipper shall be final 

as between W estcoast and Shipper. Shipper confirms that on any days that a curtailment is 

in effect, and Shipper uses less natural Gas than the curtailed volume, that the difference in 

volume between the curtailment volume and the actual usage is available to PNG(N.E.). 

Gas balancing provisions are subject to revision from time to time as required to ensure that 

they function in a manner that is acceptable to PNG(N.E.) and is compatible with the policies 

and practices ofWestcoast. 

5.02 As soon as practicable after the termination of a Service Agreement Shipper and PNG(N.E.) 

shall reconcile any imbalance between monthly receipt volumes and monthly Delivery 

Volumes by: 
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(i) PNG(N.E.) purchasing from Shipper a volume of Gas equal to the amount by 

which the monthly receipt volume exceeds the monthly Delivery Volume for a price 

equal to PNG(N.E.)'s lowest cost paid for Gas during the last month of the term of the 

Service Agreement, or 

(ii) Shipper delivering to PNG(N.E.), at no cost to PNG(N.E.), a volume of Gas equal 

to the amount by which the monthly Delivery Volume exceeds the monthly receipt 

volume. 

ARTICLE 6 

CONTRACT DEMAND CREDITS 

6.01 If Tariffs incorporating a Contract Demand charge become effective and if for any reason 

PNG(N.E.) on any day fails or is unable to deliver at the Delivery Point a minimum of95% of 

the volume of Gas that Shipper has in good faith requested PNG(N.E.) to deliver up to the 

Contract Demand, then in respect of such day a credit equal to the delivery charge set forth in 

the Tariff times the difference between 95% of the volume so requested and the volume of 

Gas delivered by PNG(N.E.) shall be applied to the monthly bill rendered by PNG(N.E.) 

pursuant to these General Terms and Conditions, but no such credit shall be given if such 

failure or inability to deliver by PNG(N.E.) resulted from: 
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(i) Shipper being unable to deliver Gas at the Receipt Point, or 

(ii) any downstream event of force majeure which renders PNG(N.E.) unable to deliver 

Gas to Shipper. 

6.02 Notwithstanding Section 6.01, no credit to the monthly bill shall be made where the cause of 

PNG(N.E.)'s failure or inability to deliver results from PNG(N.E.) or Westcoast carrying out 

planned maintenance. 

ARTICLE7 

CHARGES FOR UNAUTHORIZED SERVICE 

7.01 If Shipper on any day takes Gas in excess of the volume specified by PNG(N.E.) pursuant to 

Sections 3.01, 3.03, 3.04 or 3.05, then Shipper shall, in addition to all other amounts 

payable by Shipper to PNG(N.E.) under a Service Agreement, pay PNG(N.E.) any resulting 

costs incurred by PNG(N.E.). 

7.02 Payments made by Shipper to PNG(N.E.) pursuant to section 7.01 shall not under any 

circumstances be considered as giving Shipper the right to transportation in excess of the 

volume specified by PNG(N.E.), nor shall payment thereof exclude or limit any other 

remedies available to PNG(N.E.) against Shipper for failure to limit its taking of Gas to such 

specified volume. 
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ARTICLES 

STATEMENTS AND PAYMENTS 

8.01 PNG(N.E.) shall, on or before the 1Oth day of each month, deliver to Shipper: 

(a) a statement setting out the volume of Gas delivered by PNG(N.E.) to Shipper during 

the preceding month and the total heating value thereof; and 

(b) a statement of the amount payable by Shipper for all transportation services and sales 

provided by PNG(N.E.) to Shipper during the preceding month at the prices specified 

in PNG(N.E.)'s Tariffs. 

8.02 All payments to PNG(N.E.) under a Service Agreement shall be made in Canadian funds to 

PNG(N.E.) at its Vancouver, British Columbia, office, or such other place in Canada as it shall 

designate, on or before the 20th day of the month following the month in which the services 

in question were made by PNG(N.E.) provided, however, that if the 20th day of the month 

falls on a Saturday, Sunday or statutory holiday, then the date for payment shall be on or 

before the first business day following the 20th day of the month. If Shipper fails to make 

such payment, or any portion thereof, to PNG(N.E.) when due, a late payment charge of 

1.5% of the outstanding amount or such charge as may be approved by the British Columbia 

Utilities Commission from time to time will be applied. In addition to any other remedies 
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PNG(N.E.) may have, PNG(N.E.) may suspend deliveries of Gas upon giving verbal or 

written notice of its intention to do so to Shipper, if such default by Shipper continues for 

45 days, then in addition to any other remedies PNG(N.E.) may have, PNG(N.E.) may 

terminate the Service Agreement with Shipper. PNG(N.E.) may upon 15 days notice in 

writing terminate the Service Agreement with Shipper provided however that such 

termination shall not occur if Shipper pays the full amount due to PNG(N.E.) within that 15 

day period. 

8.03 If any error is discovered in a statement rendered, such error shall be adjusted within 30 days 

from the date of discovery of such error; provided, however, that there will be no adjustment 

made for any error discovered more than 24 months after the receipt of a statement. 

8.04 Each party shall have the right at reasonable times to examine the books, records and charts 

of the other party to the extent necessary to verify the accuracy of any statement, charge or 

computation made under or pursuant to any of the provisions of these General Terms and 

Conditions. 

ARTICLE9 

QUALITY 

9.01 Gas delivered to PNG(N.E.) at the Receipt Point and to the Shipper at the Delivery Point 

shall conform to Westcoast specifications as follows: 
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(a) not contain sand, dust, gums, crude oil, impurities or other objectionable substances 

in such quantities as may be injurious to Shipper's equipment or may interfere with 

the commercial utilization of Gas; 

(b) have a total daily average heating value of not less than 36.00 MJ per m3
; 

(c) not contain more than 6 milligrams per m3 of hydrogen sulphide; 

(d) not contain more than 23 milligrams per m3 of total sulphur (hydrogen sulphide and 

mercaptan sulphur); 

(e) not contain more than 2% by volume of carbon dioxide; 

(f) not have a hydrocarbon dewpoint in excess of -9°C at the delivery pressure; and 

(g) be as free of oxygen as PNG(N.E.) can keep it through the exercise of all reasonable 

precautions and shall not in any event contain more than .4% by volume of oxygen. 

9.02 Whenever any Gas delivered by PNG(N.E.) fails to conform with any of the specifications set 

forth in this Article, Shipper may, without prejudice to any other right it has, refuse to take 

delivery of such Gas in which case: 
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(a) Shipper shall give notice of such refusal to PNG(N.E.) setting forth the reasons 

therefore; and 

(b) Shipper shall accept deliveries of such Gas when the failure to conform has been 

remedied and notice therefore has been given to Shipper. 

9.03 The Gas quality specifications are subject to revision from time to time in accordance 

with W estcoast standards. 

ARTICLE 10 

LETTER OF CREDIT 

10.01 In order to secure the prompt and orderly payment of the charges to be paid by Shipper to 

PNG(N.E.) under a Service Agreement, PNG(N.E.) may require Shipper to provide, and 

at all times maintain, an irrevocable letter of credit in favour of PNG(N.E.) issued by a 

financial institution acceptable to PNG(N.E.) in an amount equal to the maximum amount 

payable by Shipper under a Service Agreement for 62 days of service. Where PNG(N.E.) 

requires Shipper to provide a letter of credit and Shipper is able to provide alternative 

security acceptable to PNG(N.E.), PNG(N.E.) will accept such security in lieu of a letter 

of credit. 
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10.02 PNG(N.E.) may in any month draw on the letter of credit in an amount necessary to satisfy 

the charges due for the previous month when Shipper has not paid such charges within the 

time and in the manner provided for in Section 8.02. 

10.03 Where PNG(N.E.) requires Shipper to provide and maintain a letter of credit pursuant to 

Section 10.01, such letter of credit or any replacement thereof must have a term which 

extends for a period of one month beyond the last month during which Shipper desires 

service. 

ARTICLE 11 

MEASUREMENT 

11.01 The unit of volume of Gas for all purposes hereunder shall be a cubic metre measured at an 

absolute pressure of 101.325 kilo pascals and at a temperature of l5°C or the equivalent 

expressed in thousands of cubic feet. 

11.02 All Gas delivered by Shipper to PNG(N.E.) at the Receipt Point and all Gas delivered by 

PNG(N.E.) to Shipper at the Delivery Point shall be measured in accordance with the 

measurement provisions set forth in the Westcoast General Terms and Conditions. 

11.03 Correction shall be made for the deviation from Boyle's Law at the pressure and temperature at 

which the Gas is metered. To determine the factors for such correction, the quantitative 
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analysis of the Gas as provided by W estcoast will be accepted, and such factors shall be 

obtained from data contained in AG A Manual for Determination of Supercompressibility 

Factors for Natural Gas - Par Research Project NX - 19 completed December, 1962 as 

published by the American Gas Association, or any subsequent revisions thereto acceptable 

to both PNG(N.E.) and Shipper or directed for use by the Federal Consumer and 

Corporate Affairs Electricity and Gas Inspection Branch. If positive or turbine type meters 

are used, the supercompressibility factor shall be squared. 

11.04 The relative density of the Gas delivered by PNG(N.E.) shall be determined by the method 

prescribed in the American Petroleum Institute "Publication 2529". and shall be accented as 

provided by Westcoast and shall be used in computing the volumes of Gas delivered. 

11.05 The flowing temperature of the Gas in the meters shall be determined by means of an 

approved device to be installed and operated in accordance with the Electricity and Gas 

Inspection Act (Canada), and the regulations thereunder. The volume of Gas computed for 

each day will be adjusted for the flowing temperature of the Gas delivered during such day. 

11.06 The atmospheric pressure at the altitude of the Delivery Point shall be calculated in accordance 

with the Electricity and Gas Inspection Act (Canada), and the regulations thereunder, and the 

results of such determination shall be used in computing the volumes of Gas delivered at 

such Delivery Point. 
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11.07 PNG(N.E.) shall apply the heating value of the Gas as determined and provided by Westcoast 

for Gas delivered to PNG(N.E.). 

ARTICLE 12 

MEASURING EQUIPMENT 

12.01 PNG(N.E.) shall install, maintain and operate, its own equipment necessary for the 

measurement of the volumes, and where deemed necessary and at its sole discretion, 

equipment necessary for the measurement of temperature, pressure and heating value of ail 

Gas delivered at the Delivery Point. Shipper shall have access in company with PNG(N.E.)'s 

personnel to the measuring equipment of PNG(N.E.) at reasonable hours, but the calibrating 

and adjusting of measuring equipment and the changing of charts shall be done only by 

PNG(N.E.). 

12.02 PNG(N.E.) shall, through testing, verify the accuracy of its measuring equipment upon 

request by the Shipper. If upon a requested verification the measuring equipment is found to 

be registering correctly, subject to an inaccuracy of 2% as mentioned below, the cost of such 

requested verification shall be charged to, and borne by the Shipper; otherwise the cost of all 

such requested verifications shall be borne by PNG(N.E.). If upon any test, measuring 

equipment is found to be inaccurate but not by more than 2%, previous readings of such 

equipment shall be considered correct in computing deliveries. If, upon any test, any 
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measuring equipment shall be found to be inaccurate by an amount exceeding 2%, then any 

previous readings of such equipment shall be corrected to zero error for any period which is 

known definitely or can be agreed upon, but if the period is not known definitely or cannot 

be agreed upon, such correction shall be for a period not exceeding the last half of the time 

elapsed since the date of the last test. 

12.03 In the event the measuring equipment is out of service or out of repair so that the quantity of 

Gas is not correctly indicated by the reading thereof, the Gas delivered through the period 

such measuring equipment is out of service or out of repair shall be estimated and agreed 

upon on the basis of the best data available, using the first of the following methods which is 

feasible: 

(a) by using the registration of any secondary measuring equipment if installed and 

accurately registering; 

(b) by correcting the error if the percentage of error can be ascertained by calibration, 

test or mathematical calculations; or 

(c) by estimating the quantity of natural Gas delivered based on deliveries during the 

preceding periods under similar conditions when the meter was registering 

accurately. 
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ARTICLE 13 

TITLE AND LIABILITIES 

13.01 PNG(N.E.) shall be deemed to be in possession and control of, and responsible for all Gas 

received by it at the Receipt Point as if it were the owner thereof until such Gas is delivered by 

it at the Delivery Point and shall have the right at all times to commingle such Gas with other 

Gas in the Transmission and Distribution System. 

13.02 Each party assumes full responsibility and liability for the maintenance and operation of its 

respective properties and shall indemnify and save harmless the other parry from all liability 

and expense on account of any and all damages, claims or actions, including injury to and 

death of persons, arising from any act or accident in connection with the installation, 

presence, maintenance and operation of the property and equipment of the indemnifying 

party, or in connection with the presence of Gas deemed to be in the possession and control 

of the indemnifying party. 

ARTICLE 14 

CURTAILMENT OF SERVICE 

14.01 If the Shipper fails to deliver Gas to the Receipt Point or fails to curtail Gas use to 

nominated and authorized levels and does not make prior arrangements with PNG(N.E.), 
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PNG(N.E.) shall have the right to disconnect or shut-off service, notwithstanding Article 7. 

ARTICLE 15 

REPRESENTATIONS AND WARRANTIES 

15.01 PNG(N.E.) represents and warrants that it is a body corporate duly constituted under the laws 

of British Columbia to engage in the business of purchasing, selling and transporting of 

natural Gas. 

15.02 Shipper warrants that it has full right, power and authority to enter into a Service Agreement, 

that all Gas to be delivered thereunder shall be free of all liens and adverse claims and 

Shipper agrees to indemnify PNG(N.E.) and save it harmless from all suits, actions, debts, 

accounts, damages, costs, losses and expenses arising from or out of adverse claims of any or 

all persons to the Gas. 

ARTICLE 16 

FORCE MAJEURE 

16.01 As used herein, the term "force majeure" means any event or occurrence not within the 

control of the party claiming force majeure and which by the exercise of due diligence such 

party is unable to prevent or overcome, including, without limiting the generality of the 

foregoing, any act of God, strikes, lockouts, or other industrial disturbances, acts of the 

Issued by: 

Vice President, Reg. Affairs & Gas Supply 
Pacific Northern Gas (N.E.) Ltd. 
Suite 950, 
1185 West Georgia St. 
Vancouver, B.C. 
V6E4E6 

Accepted for 

British Columbia Utilities Commission 

Effective: July 1, 2013 

Commission Order No: 

B-1



Pacific Northern Gas (N.E.) Ltd. 
Gas Tariff: BCUC No. 4 
First Revision of Original Page 91 

Queen's enemies, sabotage, wars, blockades, insurrections, riots, epidemics, landslides, 

lightning, earthquakes, floods, storms, fires, washouts, arrests, restraints of rulers and 

peoples, civil disturbances, explosions, breakages, or accidents to machinery or pipeline, 

hydrate obstructions of pipelines or appurtenances thereto, temporary failure of Gas supply, 

freezing of wells, or delivery facilities, well blowouts, cratering, inability to obtain materials 

or equipment, inability to obtain permits, orders, licences, certificates or other 

authorizations, order of any court, board or governmental authority having jurisdiction. 

16.02 If either party fails to perform any obligation imposed pursuant to a Service Agreement 

and such failure is caused or materially contributed to by any occurrence of force majeure, 

such failure shall be deemed not to be a breach of the obligation of such party, but such 

party shall use reasonable diligence to put itself in a position to carry out its obligation. 

Provided, however, that the settlement of strikes or lockouts shall be entirely within the 

discretion of each party and that the foregoing requirement that any force majeure shall be 

remedied with the exercise of due diligence shall not require settlement of strikes or 

lockouts by acceding to the demands of opposing persons when such course is inadvisable 

in the discretion of the appropriate party. 

16.03 Notwithstanding Section 16.02, force majeure shall not: 

(a) relieve Shipper from its obligation to make monthly payments under Article 4 of a 

Service Agreement or relieve PNG(N.E.) from its obligation to provide a Contract 
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Demand credit in accordance with Article 6 of these General Terms and Conditions; 

or 

(b) relieve any party from any other obligation unless such party shall give notice of 

such cause in writing to the other party with reasonable promptness and like notice shall 

be given upon termination of such cause, nor shall such cause continue to relieve such 

party from such other obligation after the expiration of a reasonable period time 

within which, by the use of due diligence, such party could have performed its 

obligations. 

ARTICLE17 

NOTICES 

17.01 Any notice which shall or may be given, shall, unless otherwise specified herein, be in 

writing and delivered or sent by fax or courier to such party's address, as specified in the 

service Agreement, or at such other address as either party shall designate by written notice. 

Any notice delivered or sent by fax or courier shall be deemed to have been received by the 

addressee on the next day, excluding Saturdays, Sundays and statutory holidays, after it was 

so delivered or sent by fax or courier. 

17.02 Any statement, bill or payment required to be delivered under Article 8 shall be deemed to 

have been delivered on the day on which it is received by the party to whom it is addressed. 
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ARTICLE 18 

MISCELLANEOUS 

18.01 No waiver by either party of any default by the other in the performance of any of the 

provisions of a Service Agreement shall operate or be construed as a waiver of any other or 

future default or defaults, whether or a like or of a different character. 

18.02 A Service Agreement may not be assigned in whole or in part by either party without the 

prior written consent of the other party, which consent shall not be unreasonably withheld. 

18.03 A Service Agreement shall enure to the benefit of and be binding upon the parties thereto 

and their respective successors and permitted assigns. 

18.04 Nothing herein contained shall prevent any of the parties from pledging or mortgaging its 

right under a Service Agreement as security for its indebtedness. 

18.05 A Service Agreement together with these General Terms and Conditions and PNG(N.E.)'s 

Tariffs are incorporated therein by reference, constitutes the entire agreement between the 

parties and supersedes all previous agreements, understandings, negotiations and 

representatives between the parties. 
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18.06 No amendment or variation of a Service Agreement shall be effective or binding upon the 

parties thereto unless such amendment or variation is set forth in writing and duly executed 

by the parties thereto. 

18.07 A Service Agreement and the rights and obligations of the parties thereunder are subject to 

all present and futures laws, rules, regulations and orders of any legislative body, 

governmental agency or duly constituted authority now or hereafter having jurisdiction over 

the parties. 
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GENERAL TERMS AND CONDITIONS 

INDUSTRIAL FIRM TRANSPORTATION SERVICE 
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ARTICLE 1 

DEFINITIONS AND INTERPRETATION 

1.01 Except where the context otherwise requires, the following terms when used in these General 

Terms and Conditions or in a Service Agreement shall have the following meaning: 

"Authorized Overrun Service" means Gas in excess of the Contract Demand under a 

Service Agreement which PNG(N.E.) will, at its discretion when requested by Shipper, 

deliver subject to curtailment or interruption. 
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"Contract Demand" means the maximum volume of Gas that PNG(N.E.) is obligated to 

transport without curtailment or interruption on any one day as specified in a Service 

Agreement. 

"Cubic Metre" or "m3
" means the volume of Gas which occupies one (1) cubic meter when 

such Gas is at a temperature of l5°C and at an absolute pressure of 101.325 kilopascals. 

"Day" means a period of 24 consecutive hours beginning and ending at 08:00 PST. or such 

other period of 24 consecutive hours agreed to by PNG(N.E.) and Shipper. 

"Delivery Point" means the point specified in a Firm Transportation Service Agreement 

where PNG(N.E.) delivers Gas to the Shipper. 

"Delivery Volume" means the quantity of Gas actually delivered to the Shipper. 

"Gas" means the residue remaining after natural Gas has been subjected to any or all of the 

following processes: 

(a) the removal of any constituent parts other than methane, and the removal of 

methane to such extent as is necessary in removing other constituents; and 

(b) the compression, regulation, cooling, cleaning or any other chemical or physical 

process to such extent as may be required in production, gathering, transmission, 

storage, removal from storage and delivery, provided that no dilutents such as air or 

nitrogen are added. 
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"General Terms and Conditions" means these General Terms and Conditions for 

Industrial Firm Transportation Service as amended or supplemented from time to time. 

"Gigajoule" or "GJ" means one billion Joules. 

"Joule" means the amount of work done when the point of application of a force of 1 

newton is displaced a distance of 1 metre in the direction of the force. 

"Megajoule" or "MJ" means one million Joules. 

"Month" means the period of time beginning on the first day of any month and ending 

on the first day of the next succeeding month. 

"PNG(N.E.)" means Pacific Northern Gas (N.E.) Ltd. 

"PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation Service" means 

PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation Service as filed with and 

approved by the British Columbia Utilities Commission from time to time. 

"PST" means Pacific Standard Time. 

"Reported Volume" or "Nominated Volume" means the quantity of Gas requested by 

the Shipper to be received by PNG(N.E.) and to be delivered to the Shipper. 
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"Receipt Point" means the point specified in a Service Agreement where Shipper delivers 

Gas to PNG(N.E.). 

"Service Agreement" means an agreement for the transportation of Gas entered into 

between PNG(N.E.) and a Shipper in accordance with PNG(N.E.)'s Tariff Schedules for 

Industrial Firm Transportation Service. 

"Shipper" means any person who enters into a Service Agreement with PNG(N.E.). 

"Tariffs" means, with respect to the charges payable under a Service Agreement, the 

charges prescribed by PNG(N.E.)'s Tariff Schedules for Industrial Firm Transportation 

Service as approved by the British Columbia Utilities Commission. 

"Total Heating Value" means the number of Joules produced by the combustion at a 

constant pressure of 1 cubic metre of Gas, the Gas to be at a temperature of l5°C and at 

an absolute pressure of 101.325 kilopascals, and to be free of all water vapour, with air at 

the same temperature and pressure as the Gas and with the products of the combustion 

cooled to the initial temperature of the Gas and air, and when the water formed by the 

combustion is condensed to the liquid state. The heating value of the Gas purchased by 

the Shipper and delivered by PNG(N.E.) will be as determined by Westcoast for Gas 

delivered to PNG(N.E.). 
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"Transmission and Distribution System" means the Gas transmission and distribution 

pipeline facilities owned by PNG(N.E.) within the Province of British Columbia. 

"Year" means a period of 12 consecutive months beginning on the first day ofNovember 

and ending at the beginning of the next succeeding first day ofNovember or any other 12 

consecutive month period agreed to under a Service Agreement. 

"103m3
" means 1,000 cubic metres of Gas. 

"Westcoast" means Westcoast Energy Inc., carrying on business as Spectra Energy 

Transmission. 

"Westcoast General Terms and Conditions" means the Westcoast General Terms and 

Conditions-Service as filed with or otherwise approved by the National Energy Board and 

in effect from time to time in accordance with the National Energy Board Act. 

1.02 In a Service Agreement and these General Terms and Conditions words importing the singular 

shall include the plural, and vice versa, and words importing the masculine gender shall 

include the feminine gender, and vice versa, and words importing persons shall include firms 

and corporations, and vice versa. 

1.03 The division of a Service Agreement and these General Terms and Conditions into Articles 

and sections, the provision of an index and the insertion of headings are for convenience of 

reference only and shall not affect the construction or interpretation of a Service Agreement 

or these General Terms and Conditions. 
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1.04 A Service Agreement and these General Terms and Conditions shall be construed in 

accordance with the laws of British Columbia and a Service Agreement shall be treated in all 

respects as a contract made, entered into and to be wholly performed in British Columbia by 

parties domiciled and resident therein. 

ARTICLE2 

PRIORITY OF SERVICES 

2.01 PNG(N.E.) shall provide Transportation Service in accordance with the following priorities: 

(a) delivery of Contract Demand shall be given first priority; 

(b) delivery of Authorized Overrun Service shall be given lowest priority. 

2.02 PNG(N.E.) shall retain full and exclusive right to operate the Transmission and Distribution 

System in a manner which, in its sole discretion, is consistent with operating conditions and 

obligations as they may exist from time to time. 

ARTICLE3 

DELIVERY OF GAS/CURTAILMENT 

3.01 When PNG(N.E.) intends to curtail deliveries of Gas to Shippers to their Contract Demand, 

PNG(N.E.) shall notify all Shippers of such curtailment by telephone prior to 12:00 PST on 
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the day prior to the day such curtailment is to take effect. If no new notification is given by 

PNG(N.E.), PNG(N.E.)'s notice last received by Shippers pursuant to this Section 3.01 shall 

continue in effect. 

3.02 Shipper shall, each day prior to 12:00 PST notify PNG(N.E.) by telephone of the total 

volume of Gas which Shipper desires PNG(N.E.) to deliver to Shipper at the Delivery Point 

on the following day. If no new notification is given by Shipper, Shipper's notice last 

received by PNG(N.E.) pursuant to this Section 3.02 shall continue in effect. 

3.03 Notwithstanding that a curtailment notice pursuant to Section 3.01 or 3.05 is in effect, 

PNG(N.E.) shall each day notify Shipper by telephone prior to 11:00 PST of the volume, if 

any, of requested Authorized Overrun Service that Shipper is authorized to receive on that 

day, provided that such volume shall not be less than the volume specified in any prior 

notice given by PNG(N.E.) pursuant to this Section 3.03 and in effect on that day. 

3.04 Notwithstanding Section 3.03, Shipper shall immediately comply with any request by 

PNG(N.E.) to curtail Authorized Overrun Service for reason of force majeure or emergency. 

3.05 PNG(N.E.) shall have the right at all times to curtail deliveries to the Shipper to the 

volume of Gas received by PNG(N.E.) from Shipper at the Receipt Point. 
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3.06 PNG(N.E.) shall not be obligated to deliver in any one hour more than 5% of Shipper's 

Contract Demand. 

ARTICLE4 

NOMINATION AND TRANSPORTATION OF GAS 

4.01 PNG(N.E.) shall deliver Gas to Shipper at the pressure existing in the PNG(N.E.) 

Transmission and Distribution System from time to time at the Delivery Point but such 

pressure shall always be within the limits set out in the Service Agreement. 

4.02 Shipper shall deliver or cause to be delivered to the Receipt Point the daily nominated 

quantity of Gas. 

4.03 The parties shall co-operate in notifying Westcoast of the daily nomination in accordance with 

the approved operating practices of W estcoast. 

ARTICLE 5 

GAS IMBALANCES 

5.01 Westcoast shall be notified by PNG(N.E.) prior to 16:00 PST each day of Shipper's best 

estimate of the total volume received for the preceding day. The daily best 
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estimates of volumes given to W estcoast shall be final as between Westcoast and Shipper, 

except during days of curtailment. PNG(N.E.) will provide Shipper with a summary of such 

estimates on a monthly basis. 

Differences between the sum of the daily best estimates of firm and interruptible volumes 

and the sum of the billed firm and interruptible volumes over a given month shall be 

resolved by PNG(N.E.) adjusting, with notice to Shipper, one or more of the daily estimated 

volumes as soon as possible but within 120 days and at a time other than when a curtailment 

is in effect. Such adjustment will, to the extent possible, reduce the difference to zero. 

On any day of curtailment, the volumes transported by PNG(N.E.) to Shipper shall be final 

as between W estcoast and Shipper. Shipper confirms that on any days that a curtailment is 

in effect, and Shipper uses less natural Gas than the curtailed volume, that the difference in 

volume between the curtailment volume and the actual usage is available to PNG(N.E.). 

Gas balancing provisions are subject to revision from time to time as required to ensure that 

they function in a manner that is acceptable to PNG(N.E.) and is compatible with the policies 

and practices ofWestcoast. 

5.02 As soon as practicable after the termination of a Service Agreement Shipper and PNG(N.E.) 

shall reconcile any imbalance between monthly receipt volumes and monthly Delivery 

Volumes by: 
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(i) PNG(N.E.) purchasing from Shipper a volume of Gas equal to the amount by 

which the monthly receipt volume exceeds the monthly Delivery Volume for a price 

equal to PNG(N.E.)'s lowest cost paid for Gas during the last month of the term of the 

Service Agreement, or 

(ii) Shipper delivering to PNG(N.E.), at no cost to PNG(N.E.), a volume of Gas equal 

to the amount by which the monthly Delivery Volume exceeds the monthly receipt 

volume. 

ARTICLE 6 

CONTRACT DEMAND CREDITS 

6.01 If Tariffs incorporating a Contract Demand charge become effective and if for any reason 

PNG(N.E.) on any day fails or is unable to deliver at the Delivery Point a minimum of95% of 

the volume of Gas that Shipper has in good faith requested PNG(N.E.) to deliver up to the 

Contract Demand, then in respect of such day a credit equal to the delivery charge set forth in 

the Tariff times the difference between 95% of the volume so requested and the volume of 

Gas delivered by PNG(N.E.) shall be applied to the monthly bill rendered by PNG(N.E.) 

pursuant to these General Terms and Conditions, but no such credit shall be given if such 

failure or inability to deliver by PNG(N.E.) resulted from: 
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(i) Shipper being unable to deliver Gas at the Receipt Point, or 

(ii) any downstream event of force majeure which renders PNG(N.E.) unable to deliver 

Gas to Shipper. 

6.02 Notwithstanding Section 6.01, no credit to the monthly bill shall be made where the cause of 

PNG(N.E.)'s failure or inability to deliver results from PNG(N.E.) or Westcoast carrying out 

planned maintenance. 

ARTICLE7 

CHARGES FOR UNAUTHORIZED SERVICE 

7.01 If Shipper on any day takes Gas in excess of the volume specified by PNG(N.E.) pursuant to 

Sections 3.01, 3.03, 3.04 or 3.05, then Shipper shall, in addition to all other amounts 

payable by Shipper to PNG(N.E.) under a Service Agreement, pay PNG(N.E.) any resulting 

costs incurred by PNG(N.E.). 

7.02 Payments made by Shipper to PNG(N.E.) pursuant to section 7.01 shall not under any 

circumstances be considered as giving Shipper the right to transportation in excess of the 

volume specified by PNG(N.E.), nor shall payment thereof exclude or limit any other 

remedies available to PNG(N.E.) against Shipper for failure to limit its taking of Gas to such 

specified volume. 
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ARTICLES 

STATEMENTS AND PAYMENTS 

8.01 PNG(N.E.) shall, on or before the 1Oth day of each month, deliver to Shipper: 

(a) a statement setting out the volume of Gas delivered by PNG(N.E.) to Shipper during 

the preceding month and the total heating value thereof; and 

(b) a statement of the amount payable by Shipper for all transportation services and sales 

provided by PNG(N.E.) to Shipper during the preceding month at the prices specified 

in PNG(N.E.)'s Tariffs. 

8.02 All payments to PNG(N.E.) under a Service Agreement shall be made in Canadian funds to 

PNG(N.E.) at its Vancouver, British Columbia, office, or such other place in Canada as it shall 

designate, on or before the 20th day of the month following the month in which the services 

in question were made by PNG(N.E.) provided, however, that if the 20th day of the month 

falls on a Saturday, Sunday or statutory holiday, then the date for payment shall be on or 

before the first business day following the 20th day of the month. If Shipper fails to make 

such payment, or any portion thereof, to PNG(N.E.) when due, a late payment charge of 

1.5% of the outstanding amount or such charge as may be approved by the British Columbia 

Utilities Commission from time to time will be applied. In addition to any other remedies 
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PNG(N.E.) may have, PNG(N.E.) may suspend deliveries of Gas upon giving verbal or 

written notice of its intention to do so to Shipper, if such default by Shipper continues for 

45 days, then in addition to any other remedies PNG(N.E.) may have, PNG(N.E.) may 

terminate the Service Agreement with Shipper. PNG(N.E.) may upon 15 days notice in 

writing terminate the Service Agreement with Shipper provided however that such 

termination shall not occur if Shipper pays the full amount due to PNG(N.E.) within that 15 

day period. 

8.03 If any error is discovered in a statement rendered, such error shall be adjusted within 30 days 

from the date of discovery of such error; provided, however, that there will be no adjustment 

made for any error discovered more than 24 months after the receipt of a statement. 

8.04 Each party shall have the right at reasonable times to examine the books, records and charts 

of the other party to the extent necessary to verify the accuracy of any statement, charge or 

computation made under or pursuant to any of the provisions of these General Terms and 

Conditions. 

ARTICLE9 

QUALITY 

9.01 Gas delivered to PNG(N.E.) at the Receipt Point and to the Shipper at the Delivery Point 

shall conform to Westcoast specifications as follows: 
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(a) not contain sand, dust, gums, crude oil, impurities or other objectionable substances 

in such quantities as may be injurious to Shipper's equipment or may interfere with 

the commercial utilization of Gas; 

(b) have a total daily average heating value of not less than 36.00 MJ per m3
; 

(c) not contain more than 6 milligrams per m3 of hydrogen sulphide; 

(d) not contain more than 23 milligrams per m3 of total sulphur (hydrogen sulphide and 

mercaptan sulphur); 

(e) not contain more than 2% by volume of carbon dioxide; 

(f) not have a hydrocarbon dewpoint in excess of -9°C at the delivery pressure; and 

(g) be as free of oxygen as PNG(N.E.) can keep it through the exercise of all reasonable 

precautions and shall not in any event contain more than .4% by volume of oxygen. 

9.02 Whenever any Gas delivered by PNG(N.E.) fails to conform with any of the specifications set 

forth in this Article, Shipper may, without prejudice to any other right it has, refuse to take 

delivery of such Gas in which case: 
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(a) Shipper shall give notice of such refusal to PNG(N.E.) setting forth the reasons 

therefore; and 

(b) Shipper shall accept deliveries of such Gas when the failure to conform has been 

remedied and notice therefore has been given to Shipper. 

9.03 The Gas quality specifications are subject to revision from time to time in accordance 

with W estcoast standards. 

ARTICLE 10 

LETTER OF CREDIT 

10.01 In order to secure the prompt and orderly payment of the charges to be paid by Shipper to 

PNG(N.E.) under a Service Agreement, PNG(N.E.) may require Shipper to provide, and 

at all times maintain, an irrevocable letter of credit in favour of PNG(N.E.) issued by a 

financial institution acceptable to PNG(N.E.) in an amount equal to the maximum amount 

payable by Shipper under a Service Agreement for 62 days of service. Where PNG(N.E.) 

requires Shipper to provide a letter of credit and Shipper is able to provide alternative 

security acceptable to PNG(N.E.), PNG(N.E.) will accept such security in lieu of a letter 

of credit. 
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10.02 PNG(N.E.) may in any month draw on the letter of credit in an amount necessary to satisfy 

the charges due for the previous month when Shipper has not paid such charges within the 

time and in the manner provided for in Section 8.02. 

10.03 Where PNG(N.E.) requires Shipper to provide and maintain a letter of credit pursuant to 

Section 10.01, such letter of credit or any replacement thereof must have a term which 

extends for a period of one month beyond the last month during which Shipper desires 

service. 

ARTICLE 11 

MEASUREMENT 

11.01 The unit of volume of Gas for all purposes hereunder shall be a cubic metre measured at an 

absolute pressure of 101.325 kilo pascals and at a temperature of l5°C or the equivalent 

expressed in thousands of cubic feet. 

11.02 All Gas delivered by Shipper to PNG(N.E.) at the Receipt Point and all Gas delivered by 

PNG(N.E.) to Shipper at the Delivery Point shall be measured in accordance with the 

measurement provisions set forth in the Westcoast General Terms and Conditions. 

11.03 Correction shall be made for the deviation from Boyle's Law at the pressure and temperature at 

which the Gas is metered. To determine the factors for such correction, the quantitative 
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analysis of the Gas as provided by W estcoast will be accepted, and such factors shall be 

obtained from data contained in AG A Manual for Determination of Supercompressibility 

Factors for Natural Gas - Par Research Project NX - 19 completed December, 1962 as 

published by the American Gas Association, or any subsequent revisions thereto acceptable 

to both PNG(N.E.) and Shipper or directed for use by the Federal Consumer and 

Corporate Affairs Electricity and Gas Inspection Branch. If positive or turbine type meters 

are used, the supercompressibility factor shall be squared. 

11.04 The relative density of the Gas delivered by PNG(N.E.) shall be determined by the method 

prescribed in the American Petroleum Institute "Publication 2529". and shall be accented as 

provided by Westcoast and shall be used in computing the volumes of Gas delivered. 

11.05 The flowing temperature of the Gas in the meters shall be determined by means of an 

approved device to be installed and operated in accordance with the Electricity and Gas 

Inspection Act (Canada), and the regulations thereunder. The volume of Gas computed for 

each day will be adjusted for the flowing temperature of the Gas delivered during such day. 

11.06 The atmospheric pressure at the altitude of the Delivery Point shall be calculated in accordance 

with the Electricity and Gas Inspection Act (Canada), and the regulations thereunder, and the 

results of such determination shall be used in computing the volumes of Gas delivered at 

such Delivery Point. 
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11.07 PNG(N.E.) shall apply the heating value of the Gas as determined and provided by Westcoast 

for Gas delivered to PNG(N.E.). 

ARTICLE 12 

MEASURING EQUIPMENT 

12.01 PNG(N.E.) shall install, maintain and operate, its own equipment necessary for the 

measurement of the volumes, and where deemed necessary and at its sole discretion, 

equipment necessary for the measurement of temperature, pressure and heating value of ail 

Gas delivered at the Delivery Point. Shipper shall have access in company with PNG(N.E.)'s 

personnel to the measuring equipment of PNG(N.E.) at reasonable hours, but the calibrating 

and adjusting of measuring equipment and the changing of charts shall be done only by 

PNG(N.E.). 

12.02 PNG(N.E.) shall, through testing, verify the accuracy of its measuring equipment upon 

request by the Shipper. If upon a requested verification the measuring equipment is found to 

be registering correctly, subject to an inaccuracy of 2% as mentioned below, the cost of such 

requested verification shall be charged to, and borne by the Shipper; otherwise the cost of all 

such requested verifications shall be borne by PNG(N.E.). If upon any test, measuring 

equipment is found to be inaccurate but not by more than 2%, previous readings of such 

equipment shall be considered correct in computing deliveries. If, upon any test, any 
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measuring equipment shall be found to be inaccurate by an amount exceeding 2%, then any 

previous readings of such equipment shall be corrected to zero error for any period which is 

known definitely or can be agreed upon, but if the period is not known definitely or cannot 

be agreed upon, such correction shall be for a period not exceeding the last half of the time 

elapsed since the date of the last test. 

12.03 In the event the measuring equipment is out of service or out of repair so that the quantity of 

Gas is not correctly indicated by the reading thereof, the Gas delivered through the period 

such measuring equipment is out of service or out of repair shall be estimated and agreed 

upon on the basis of the best data available, using the first of the following methods which is 

feasible: 

(a) by using the registration of any secondary measuring equipment if installed and 

accurately registering; 

(b) by correcting the error if the percentage of error can be ascertained by calibration, 

test or mathematical calculations; or 

(c) by estimating the quantity of natural Gas delivered based on deliveries during the 

preceding periods under similar conditions when the meter was registering 

accurately. 
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ARTICLE 13 

TITLE AND LIABILITIES 

13.01 PNG(N.E.) shall be deemed to be in possession and control of, and responsible for all Gas 

received by it at the Receipt Point as if it were the owner thereof until such Gas is delivered by 

it at the Delivery Point and shall have the right at all times to commingle such Gas with other 

Gas in the Transmission and Distribution System. 

13.02 Each party assumes full responsibility and liability for the maintenance and operation of its 

respective properties and shall indemnify and save harmless the other parry from all liability 

and expense on account of any and all damages, claims or actions, including injury to and 

death of persons, arising from any act or accident in connection with the installation, 

presence, maintenance and operation of the property and equipment of the indemnifying 

party, or in connection with the presence of Gas deemed to be in the possession and control 

of the indemnifying party. 

ARTICLE 14 

CURTAILMENT OF SERVICE 

14.01 If the Shipper fails to deliver Gas to the Receipt Point or fails to curtail Gas use to 

nominated and authorized levels and does not make prior arrangements with PNG(N.E.), 
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PNG(N.E.) shall have the right to disconnect or shut-off service, notwithstanding Article 7. 

ARTICLE 15 

REPRESENTATIONS AND WARRANTIES 

15.01 PNG(N.E.) represents and warrants that it is a body corporate duly constituted under the laws 

of British Columbia to engage in the business of purchasing, selling and transporting of 

natural Gas. 

15.02 Shipper warrants that it has full right, power and authority to enter into a Service Agreement, 

that all Gas to be delivered thereunder shall be free of all liens and adverse claims and 

Shipper agrees to indemnify PNG(N.E.) and save it harmless from all suits, actions, debts, 

accounts, damages, costs, losses and expenses arising from or out of adverse claims of any or 

all persons to the Gas. 

ARTICLE 16 

FORCE MAJEURE 

16.01 As used herein, the term "force majeure" means any event or occurrence not within the 

control of the party claiming force majeure and which by the exercise of due diligence such 

party is unable to prevent or overcome, including, without limiting the generality of the 

foregoing, any act of God, strikes, lockouts, or other industrial disturbances, acts of the 
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Queen's enemies, sabotage, wars, blockades, insurrections, riots, epidemics, landslides, 

lightning, earthquakes, floods, storms, fires, washouts, arrests, restraints of rulers and 

peoples, civil disturbances, explosions, breakages, or accidents to machinery or pipeline, 

hydrate obstructions of pipelines or appurtenances thereto, temporary failure of Gas supply, 

freezing of wells, or delivery facilities, well blowouts, cratering, inability to obtain materials 

or equipment, inability to obtain permits, orders, licences, certificates or other 

authorizations, order of any court, board or governmental authority having jurisdiction. 

16.02 If either party fails to perform any obligation imposed pursuant to a Service Agreement 

and such failure is caused or materially contributed to by any occurrence of force majeure, 

such failure shall be deemed not to be a breach of the obligation of such party, but such 

party shall use reasonable diligence to put itself in a position to carry out its obligation. 

Provided, however, that the settlement of strikes or lockouts shall be entirely within the 

discretion of each party and that the foregoing requirement that any force majeure shall be 

remedied with the exercise of due diligence shall not require settlement of strikes or 

lockouts by acceding to the demands of opposing persons when such course is inadvisable 

in the discretion of the appropriate party. 

16.03 Notwithstanding Section 16.02, force majeure shall not: 

(a) relieve Shipper from its obligation to make monthly payments under Article 4 of a 

Service Agreement or relieve PNG(N.E.) from its obligation to provide a Contract 
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Demand credit in accordance with Article 6 of these General Terms and Conditions; 

or 

(b) relieve any party from any other obligation unless such party shall give notice of 

such cause in writing to the other party with reasonable promptness and like notice shall 

be given upon termination of such cause, nor shall such cause continue to relieve such 

party from such other obligation after the expiration of a reasonable period time 

within which, by the use of due diligence, such party could have performed its 

obligations. 

ARTICLE17 

NOTICES 

17.01 Any notice which shall or may be given, shall, unless otherwise specified herein, be in 

writing and delivered or sent by fax or courier to such party's address, as specified in the 

service Agreement, or at such other address as either party shall designate by written notice. 

Any notice delivered or sent by fax or courier shall be deemed to have been received by the 

addressee on the next day, excluding Saturdays, Sundays and statutory holidays, after it was 

so delivered or sent by fax or courier. 

17.02 Any statement, bill or payment required to be delivered under Article 8 shall be deemed to 

have been delivered on the day on which it is received by the party to whom it is addressed. 
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ARTICLE 18 

MISCELLANEOUS 

18.01 No waiver by either party of any default by the other in the performance of any of the 

provisions of a Service Agreement shall operate or be construed as a waiver of any other or 

future default or defaults, whether or a like or of a different character. 

18.02 A Service Agreement may not be assigned in whole or in part by either party without the 

prior written consent of the other party, which consent shall not be unreasonably withheld. 

18.03 A Service Agreement shall enure to the benefit of and be binding upon the parties thereto 

and their respective successors and permitted assigns. 

18.04 Nothing herein contained shall prevent any of the parties from pledging or mortgaging its 

right under a Service Agreement as security for its indebtedness. 

18.05 A Service Agreement together with these General Terms and Conditions and PNG(N.E.)'s 

Tariffs are incorporated therein by reference, constitutes the entire agreement between the 

parties and supersedes all previous agreements, understandings, negotiations and 

representatives between the parties. 
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18.06 No amendment or variation of a Service Agreement shall be effective or binding upon the 

parties thereto unless such amendment or variation is set forth in writing and duly executed 

by the parties thereto. 

18.07 A Service Agreement and the rights and obligations of the parties thereunder are subject to 

all present and futures laws, rules, regulations and orders of any legislative body, 

governmental agency or duly constituted authority now or hereafter having jurisdiction over 

the parties. 
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Q:\21.0 Proposals\21.2 NE\21.2.1 Fort Saint John\2016\ALA North Pine\Estimate\[ALA North Pine - TIC Estimate - Rev D - 170109.xlsx]TIC Summary

Receiving Party: PNG Internal - Peter Schriber DATE: 9/Jan/17

PROJECT TITLE: AltaGas  North Pine Service Class / Grade 4

System Area (NE or West) NE AUTHOR: C Fournier

PROJECT REFERENCE: REVISION: D

REFERENCE DESCRIPTION NOTES TOTAL COST

1 Labour  $                   55,000

2 Materials  $              1,236,000

3 Sub-Contractor  $              1,213,000

4 Overhead  $                 325,000

5 Equipment Burden  $                     8,000

SUB TOTAL COSTS  $              2,837,000

4 CONTINGENCY (Allowance for Estimate Accuracy and Scope Growth)  $                 343,000

TOTAL COSTS 1  $              3,180,000

NOTES:

1

2

3

Total Installed Cost (TIC) Summary
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Q:\21.0 Proposals\21.2 NE\21.2.1 Fort Saint John\2016\ALA North Pine\Estimate\[ALA North Pine - TIC Estimate - Rev D - 170109.xlsx]TIC Detail

DATE:

CLASS / GRADE Blended Labour Rates

AUTHOR:

REVISION:  $          80.00

LIMITS OF USE NOTE: Blue Fields: Auto Calculating. In general, do not disturb.

WBS

Element
System Area

Budget

Centre
Description Remarks Qty Unit

Mhr/U

nit
Mhr Total Mhr Cost ($)

Material/Unit

($)

Material

Total ($)

S/C

Costs/Unit

($)

S/C Total ($) Other/Unit ($) Other Total ($) Sub Total ($) Contingency %
Contingency

($)
Pricing Source / Estimate Basis

1.1

1.1.01 Gas Plant Tap
CNRL gas plant tap at 14962 PDR 240. Cost as per

past HP taps with Spectra.
           1 Lot               -                    -                  -                     -      500,000.00               500,000            500,000 20%              100,000

1.1.02 HP Tie-In TD Williamson Tie In. Hot Tap. All in Cost.            1 Lot        32               32              2,560                  -           60,000              60,000                         -              62,560 20%                12,512

1.1.03
HP Main - 114.3mm - From Tap to Tie-in at North Pines

Facility Riser

Pipeline materials and Installation . Use decreased  rate

due to pipe in existing RoW and installed by same

contractor as ALA line. Add 10% for PNG support.

    8,000 m               -            28,000                  25        200,000                  35            280,000                         -            508,000 10%                50,800

1.1.04 HP Main - 88.3mm - Risers

Fabrication and Installation . Assumes 1  day install for

each. Includes excavation, piles, sleepers, tie ins.  2

person crew.

           4 ea        16               64              5,120                  -             7,000              28,000                         -              33,120 10%                  3,312

1.1.05 HP Main - Fittings 3% of pipe cost            1 lot             6,000            6,000                     -                         -                6,000 20%                  1,200

1.1.06 HP Main - Consumables Assumes $1000 per KM            8 km             1,000            8,000                     -                         -                8,000 20%                  1,600

1.1.07 HP Main - Contractor Mod / Demob Assumes $10k per. Shared cost with ALA.            2 ea           10,000              20,000                         -              20,000 20%                  4,000

1.1.08 HP Main - Contractor Site Supervision / PM

Assumes 1 months at 1 full time equivelant. $125/hr. 1

month assumed due to significantly decreased scope

(sharing ALA RoW, no clearing scope, etc).

           1 lot           30,000              30,000                         -              30,000 20%                  6,000

1.1.09 Crossings - Pipeline
Assume HDD. Assume 100m each  x 6. $128/m CUC rate

+ extras for all in cost. $2500 per crossing admin cost.
       600 m               -                    -                  -                175            105,000                 15,000            120,000 20%                24,000

1.1.10 Crossings - Highway Assume HDD . Assume 200m        200 m               -                    -                  -                175              35,000                         -              35,000 20%                  7,000

1.1.11 Geotech Drilling Assumes exploration at 6 locations, 4 holes per.            6 ea               -                    -                  -           60,000            360,000                         -            360,000 10%                36,000

1.1.12 Geotech Engineer HDD Profile, reporting for execution and permit            6 ea                  -           10,000              60,000                         -              60,000 10%                  6,000

1.1.13 Lands & Permitting

Includes Arch, Enviro, Land, Survey, etc. Reduced cost

outside of PDR 240 running line due to  pipeline work done

by same contractos as for ALA.

        8.0 km               -                    -                  -           14,000            112,000                         -            112,000 20%                22,400

1.1.14 Right of Way Clearing

Assumes 15m RoW. CUC rates. Only required for pipeline

from PDR 240 tie in to main running line that has been

cleared by ALA.

    1,500 m               -                    -                  -                  50              75,000                         -              75,000 10%                  7,500

1.1.15 First Nations Consultation            1 lot               -                    -                  -                     -        25,000.00                 25,000              25,000 20% 5000

1.1.16 Corrosion Protection            1 lot               -                    -                  -                     -        50,000.00                 50,000              50,000 10%                  5,000

1.1.17 Hydrostatic Testing 3 persons x 3 days + test/piggin/receivning heads            1 lot        36               36              2,880             1,500            1,500                     -                         -                4,380 20%                     876

1.1.18 NDE / Inspection
Assume 60' joints. 100% xray. All OT rates ($120/hr). 12

joints per shift. 10hr shifts.
         40 shifts               -                    -                  -             1,200              48,000                         -              48,000 10%                  4,800

1.1.19               -                    -                  -                     -                      -

            132            38,560        215,500         1,213,000               590,000         2,057,060              298,000

1.2

1.2.01

Metering and Regulating Station - HP to North Pines

Pressure of 100-200 psi + additional cut to DP for

backfeed to Shepards Inn.

Similar in scope to 2012 - 2014 Air Liquide Project station

design and cost, escalated to 2016. Similar in scope and

cost to turn key station proposal by Spartan Controls for

Dawson Creek #1 Gate replacement.

           1 lot               -                    -                  -                     -      400,000.00               400,000            400,000 10%                40,000

1.2.02               -                    -                  -                     -                         -                      -                       -

1.2.03               -                    -                  -                     -                         -                      -                       -

1.2.04               -                    -                  -                     -                         -                      -                       -

1.2.05               -                    -                  -                     -                         -                      -                       -

1.2.06               -                    -                  -                     -                         -                      -                       -

1.2.07               -                    -                  -                     -                         -                      -                       -

1.2.08               -                    -                  -                     -                         -                      -                       -

1.2.09               -                    -                  -                     -                         -                      -                       -

1.2.10               -                    -                  -                     -                         -                      -                       -

1.2.11               -                    -                  -                     -                         -                      -                       -

              -                    -                  -                     -               400,000            400,000                40,000

1.3

1.3.01 Design and Drafting 10 hrs per riser. 40 hrs station. 10 hrs each crossing.            1 lot      200             200            16,000                  -                     -                         -              16,000 10%                  1,600

1.3.02 Freight            1 lot               -                    -                  -                     -        30,000.00                 30,000              30,000 10%                  3,000

Other - General

Internal - Budgetting

1. Direct Costs

HP Main - Tap at Well Site 14962 PDR 240

D

Sub Total

Sub Total

Project Title AltaGas North Pine Service

Metering and Regulating Station

Project Reference #

Total Installed Cost (TIC)

Estimating Template

Receiving Party

C. Fournier

4

9-Jan-17

Area (N/E or West) NE

Internal - Peter Schriber

Page 2 of 3
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Q:\21.0 Proposals\21.2 NE\21.2.1 Fort Saint John\2016\ALA North Pine\Estimate\[ALA North Pine - TIC Estimate - Rev D - 170109.xlsx]TIC Detail

DATE:

CLASS / GRADE Blended Labour Rates

AUTHOR:

REVISION:  $          80.00

LIMITS OF USE NOTE: Blue Fields: Auto Calculating. In general, do not disturb.

WBS

Element
System Area

Budget

Centre
Description Remarks Qty Unit

Mhr/U

nit
Mhr Total Mhr Cost ($)

Material/Unit

($)

Material

Total ($)

S/C

Costs/Unit

($)

S/C Total ($) Other/Unit ($) Other Total ($) Sub Total ($) Contingency %
Contingency

($)
Pricing Source / Estimate Basis

Internal - Budgetting

DProject Title AltaGas North Pine Service

Project Reference #

Total Installed Cost (TIC)

Estimating Template

Receiving Party

C. Fournier

4

9-Jan-17

Area (N/E or West) NE

Internal - Peter Schriber

1.3.03               -                    -                  -                     -                         -                      -                       -

1.3.04               -                    -                  -                     -                         -                      -                       -

1.3.05               -                    -                  -                     -                         -                      -                       -

1.3.06               -                    -                  -                     -                         -                      -                       -

1.3.07               -                    -                  -                     -                         -                      -                       -

1.3.08               -                    -                  -                     -                         -                      -                       -

1.3.09               -                    -                  -                     -                         -                      -                       -

1.3.10               -                    -                  -                     -                         -                      -                       -

1.3.11               -                    -                  -                     -                         -                      -                       -

            200            16,000                  -                     -                 30,000              46,000                  4,600

           54,560        215,500         1,213,000            1,020,000         2,503,060

2.01 Overheads 13% for FSJ as per 2016 rates (J Reeb)            1 lot               -                    -                  -                     -           325,398               325,398            325,398                       -

2.02 Equipment Burden 15% of PNG Labour            1 lot               -                    -                  -                     -               8,184                   8,184                8,184                       -

2.03               -                    -                  -                     -                         -                      -                       -

              -                    -                  -                     -               333,582            333,582                       -

3.01

3.02

3.03                         -                      -                       -

              -                    -                  -                     -                         -                      -                       -

4.01 Estimate Contingency (Class Based) 14%         342,600.00

4.02 Scope Contingency (Allowance for Growth)                       -

              -                    -                  -                     -                         -                      - 14%              342,600

        3,179,242 14%              342,600

NOTES:

1 Assumes 100 psig minimum pressure to North Pines facility

2

3

Sub Total

TOTAL DIRECT COSTS

2. INDIRECT COSTS (not applied per line item above. )

3. OTHER COSTS

ESTIMATED TOTAL INSTALLED COST

CONTINGENCY COST SUB TOTAL

4. CONTINGENCY

INDIRECT COST SUB TOTAL

OTHER COST SUB TOTAL
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Project: North Pine Fuel Gas - 5.5 km, 3" Estimate Class: 3
Location: FSJ -  CNRL West Stoddard Plant to North Pine Rev: A

From 11-26-087-21 W6 to 06-29-087-20 W6 Date: 9-May-17
Extended Cost % of Total

35,188.78$ 1%
260,718.75$ 11%
552,438.44$ 22%
740,029.12$ 30%
550,305.19$ 22%

61,103.20$ 2%
219,978.35$ 9%

2,199,783$
51,963$ 2%

219,978$

2,471,724.33$ 100%

Description

D - Regulatory, Land, Survey
E - Engineering

Sub-Total:
PST:
Contingency:

TOTAL:

P - Procurement
C - Construction
S - Subcontractors & Field Services
G - Common
Contingency (10% Subtotal)

AltaGas Page 1
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Project: North Pine Fuel Gas - 5.5 km, 3" Estimate Class: 3
Location: FSJ -  CNRL West Stoddard Plant to North Pine Rev: A

From 11-26-087-21 W6 to 06-29-087-20 W6 Date: 9-May-17
QTY Unit Unit Cost Extended Cost Comments PST

D - Regulatory, Land, Survey 35,188.78$
D1 Land 9,815.00$
D1.1 Prospect Land Services 1 LS 9,815$ 9,815.00$ Crossing / Access Agreements

D2 Survey, Archy, Environmental 25,373.78$
D2.1 Survey - Vector Geomatics 1 LS 5,000$ 5,000.00$ Create survey drawings
D2.2 Archeological Studies - Golder 1 LS 4,500$ 4,500.00$ AMS Archy Submissions
D2.3 Environmental Studies - EcoWeb 1 LS 5,874$ 5,873.78$ Schedule A Soil Assessments
D2.4 Legal Survey - Vector Geomatics 1 LS 10,000$ 10,000.00$ Over and above of Product PL survey work

E - Engineering 260,718.75$
E1 Detailed Engineering 260,718.75$
E1.1 FEED / Regulatory Deliverables 500 Hours 128.75$ 64,375.00$ GOE, 3% disbursements on hourly rate
E1.2 Detailed Engineering and Design 1,525 Hours 128.75$ 196,343.75$ Includes Cnstr. Support and Handover Pkg.

P - Procurement 552,438.44$
P1 Meters 53,010.00$
P1.1 Turbine Meters 4" 2 Ea. $26,505.00 53,010.00$ Includes Testing and EPF Requirements 3,710.70$

P2 Meter Bdg Procurement and Fab 210,100.00$
P2.1 Additional Turbine Meter Costs 1 LS $5,100.00 5,100.00$ BC CRN and Dual Pick Up Adders 357.00$
P2.2 BMS, Regulators, PSV, TRV 2 LS $5,000.00 10,000.00$ Instrumentation for each building 700.00$
P2.3 PITs and TITs 4 Ea. $2,500.00 10,000.00$ PIT and TIT combo, by each meter 700.00$
P2.4 Scrubber 2 Ea. $3,000.00 6,000.00$ For Fuel Gas 420.00$
P2.5 Gas Heaters 2 Ea. $2,500.00 5,000.00$ Building and regulator encl. heaters 350.00$
P2.6 LEL Detectors 2 LS $10,000.00 20,000.00$ ESDVs included w/ riser ESDVs 1,400.00$
P2.7 Lighting 2 LS $3,000.00 6,000.00$ 420.00$
P2.8 Pipe Valves Fittings 2 LS $30,000.00 60,000.00$ 4,200.00$
P2.9 Building and Skid 2 LS $14,000.00 28,000.00$ Structural and Frame 1,960.00$
P2.10 Meter Building Fabrication 2 Ea. $30,000.00 60,000.00$ 4,200.00$

P3 Line Pipe Supplier 157,678.00$
P3.1 88.9 mm x 4.0 mm Gr.359 UBIIIE 5,100 m 20.50$ 104,550.00$ Linepipe 7,318.50$
P3.2 88.9 mm x 4.0 mm Gr.359 DPA 500 m 41.50$ 20,750.00$ Crossing Pipe 1,452.50$
P3.3 88.9 mm x 4.0 mm Gr.359 Bare 100 m 13.45$ 1,345.00$ Bend Pipe 94.15$
P3.4 88.9 mm Linepipe Sleeves 360 Ea. 17.30$ 6,228.00$ Regular Sleeves 435.96$
P3.5 E Primer Kit 180 Ea. 27.40$ 4,932.00$ For Sleeves 345.24$
P3.6 E Primer Application 180 Ea. 4.15$ 747.00$ For Sleeves 52.29$
P3.7 88.9 mm Thrust Bore Kits 40 Ea. 83.15$ 3,326.00$ Bore Sleeves 232.82$
P3.8 Handling Costs 1 LS 800.00$ 800.00$ Sorting for 1 HT, shipping prep 56.00$
P3.9 Additional Pipe / Sleeves 1 LS 15,000.00$ 15,000.00$ As necessary for field construction 1,050.00$

P4 Pipe Bend Supplier 4,226.00$ Note: Riser bends will be fittings
P4.1 Test Bends 1 Ea. 850.00$ 850.00$ Destructive Test Bend 59.50$
P4.2 Riser Vertical Bends - 35 deg 1 Ea. 1,071.00$ 1,071.00$ 20D Cold w/ DP 7250 coating 74.97$
P4.3 Handling 1 Ea. 805.00$ 805.00$ Pickup Bare Pipe (Loads) 56.35$
P4.4 Additional Bending 1 LS 1,500.00$ 1,500.00$ As necessary for field construction 105.00$

P5 PVF Supplier 36,392.45$
P5.1 Small Valves <2" / Pipe / Fittings 1 LS 28,730.88$ 28,730.88$ At Risers 2,011.16$
P5.2 Small Valves <2" / Pipe / Fittings 2 Ea. 3,830.78$ 7,661.57$ Meter Building Risers (outside building) 536.31$

P6 Electrical Materials 78,000.00$
P6.1 Flow Computers for Risers 3 Ea. 10,000.00$ 30,000.00$ 2,100.00$
P6.2 Solar Panel and TEG Power Supply 1 Ea. 45,000.00$ 45,000.00$ TEG / Solar Panel / Battery Bank 3,150.00$
P6.3 Comm and Power Cable to Facility Meter 200 m 10.00$ 2,000.00$ 140.00$
P6.4 Cellular Modem and Booster 2 Ea. 500.00$ 1,000.00$ 70.00$

P7 Major Valves 13,031.99$
P7.1 60.3 mm CL600 RP Ball Valves 3 Ea. 330.59$ 991.77$ 69.42$
P7.2 88.9 mm CL600 RP Ball Valves 6 Ea. 563.54$ 3,381.24$ 236.69$
P7.3 88.9 mm CL600 FP Ball Valves 6 Ea. 787.18$ 4,723.08$ 330.62$
P7.4 Additional Major Valves 5 Ea. 787.18$ 3,935.90$ 275.51$

C - Construction 740,029.12$

North Pine Fuel Gas Pipeline Estimate

Description

AltaGas Page 2
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Project: North Pine Fuel Gas - 5.5 km, 3" Estimate Class: 3
Location: FSJ -  CNRL West Stoddard Plant to North Pine Rev: A

From 11-26-087-21 W6 to 06-29-087-20 W6 Date: 9-May-17
QTY Unit Unit Cost Extended Cost Comments PSTDescription

C1 Pipeline Contractor - Installation 671,520.92$
C1.1 Pipeline Construction 361,642.45$
1.1.1 Hauling of 88.9 mm 2 Load 4,680.00$ 9,360.00$ 655.20$
1.1.2 Stringing & Bending 1 LS 42,685.50$ 42,685.50$
1.1.3 Welding 1 LS 58,219.20$ 58,219.20$
1.1.4 Ditching 1 LS 15,944.50$ 15,944.50$ Incremental Cost over Product PL
1.1.5 Lower-In (incl. coating, shrinking, pig) 1 LS 127,232.30$ 127,232.30$
1.1.6 Hydro-Test and disposal 1 LS 20,201.35$ 20,201.35$
1.1.7 Tie-Ins 1 LS 87,999.60$ 87,999.60$

C1.2 Construction Extra Ditch Depth 3,862.50$
1.2.1 500mm 250 LM 15.45$ 3,862.50$ On Lease Pipe

C1.3 Pipeline Extras 38,704.05$
1.3.1 Tuff-n-nuff 277 LM 70.00$ 19,404.00$ Incremental Cost over Product PL 1,358.28$
1.3.2 Sand Shading (bottom of pipe) 277 LM 32.00$ 8,870.40$ Incremental Cost over Product PL 620.93$
1.3.3 Sand Shading (top of pipe) 139 LM 75.25$ 10,429.65$ Incremental Cost over Product PL 730.08$

C1.4 Earth Work and Rock Removal 30,531.92$
1.4.1 Rip Grade Rock 48 m3 135.00$ 6,436.58$ Incremental Cost over Product PL
1.4.2 Rip Ditch Rock 85 m3 148.00$ 12,635.88$ Incremental Cost over Product PL
1.4.3 Optional Equipment (e.g. Rockhammer) 43 m3 265.00$ 11,459.45$ Incremental Cost over Product PL

C1.5 Riser and Bend Work 222,430.00$
1.5.1 Installation of Risers 1 LS 35,631.70$ 35,631.70$
1.5.2 Hauling of Bends 1 Load 4,680.00$ 4,680.00$ 327.60$
1.5.3 IFC Review, Create Spool 1 LS 3,211.00$ 3,211.00$
1.5.4 Receive Material and Fabrication 1 LS 23,764.00$ 23,764.00$ 1,663.48$
1.5.5 Layout Piles 1 LS 4,542.20$ 4,542.20$
1.5.6 Drive Piles 1 LS 28,106.00$ 28,106.00$
1.5.7 Cut and Cap Piles 1 LS 11,684.40$ 11,684.40$
1.5.8 Fabricate and install A/G piping 1 LS 20,785.70$ 20,785.70$
1.5.9 Blast and Paint 1 LS 13,000.00$ 13,000.00$ 910.00$
1.5.10 Installation of "U" loops 1 Ea. 24,000.00$ 24,000.00$ At CNRL Hot Tap
1.5.11Sand Bags (25kg) 1 LS 2,600.00$ 2,600.00$ 182.00$
1.5.12Chain-link Fence 300 m 156.00$ 46,800.00$ 3,276.00$
1.5.13Jersey Barriers 5 Ea. 725.00$ 3,625.00$ 253.75$

C1.6 Access and Egress Costs 14,350.00$
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Project: North Pine Fuel Gas - 5.5 km, 3" Estimate Class: 3
Location: FSJ -  CNRL West Stoddard Plant to North Pine Rev: A

From 11-26-087-21 W6 to 06-29-087-20 W6 Date: 9-May-17
QTY Unit Unit Cost Extended Cost Comments PSTDescription

1.6.1 Construction of Access/ Egress Roads 50 LM 195.00$ 9,750.00$ To Risers 682.50$
1.6.2 Construction of temp. access/ egress 50 LM 92.00$ 4,600.00$ To Risers 322.00$

C2 Pipeline Contractor - Crossings 45,545.00$
2.1.1 Open Cut Pipeline Crossing 50 LM 283.00$ 14,150.00$ At CNRL Hot Tap Riser
2.1.2 Bored Crossing Includes Bore Support 1 LS 13,455.00$ 13,455.00$ Incl. Bell Holes & Duckbill
2.1.3 if Tri-Hawk required for Boring 1 LS 17,940.00$ 17,940.00$

C3 Pipeline Contractor - PM 22,963.20$
C3.1 Project Management, QC, HSE 1 LS 7,090.20$ 7,090.20$
C3.2 Subsistence 1 LS 15,873.00$ 15,873.00$

S - Subcontractors & Field Services 550,305.19$
S1 Hydrovac Supplier 10,000.00$
S1.1 Hydrovac 1 LS 10,000$ 10,000.00$ Hot Tap Tie In

S2 X Ray 37,363.53$
S2.1 X-Ray & NDT 1 LS 37,364$ 37,363.53$ Buffalo

S3 Corrpro 85,000.00$
S3.1 Ground Bed, coupons, testing stations 1 LS 85,000$ 85,000.00$ RMU will be provided at rectifier

S4 Electrical Construction 47,941.67$
S4.1 Electrical Construction 1 LS 47,942$ 47,941.67$

S5 Cellular Communications 20,000.00$
S5.1 Communication Setup / Commissioning 1 LS 20,000$ 20,000.00$ To CNRL and PNG, Livewire Auto

S6 CNRL Hot Tap 350,000.00$
S6.1 Total Instal Cost 1 LS 350,000.00$ 350,000.00$

G - Common 61,103.20$
G4 Program Management 23,103.20$
G4.1 Home Office (PMT) - Calgary 1 LS 7,494$ 7,493.60$ AltaGas Overhead
G4.2 Site (CMT) - North Pine 1 LS 15,610$ 15,609.60$ AltaGas Overhead

G5 Logistics 33,000.00$
G5.1 All lifting Equipment 1 LS 20,000.00$ 20,000.00$ For Metering Buildings 1,400.00$
G5.6 Metering Buildings 1 LS 10,000.00$ 10,000.00$ Freight 700.00$
G5.7 TEG / Solar Panel / Battery Box 1 LS 3,000.00$ 3,000.00$ Freight 210.00$

G6 Commissioning 5,000.00$
G6.1 Equpiment Testing 1 LS 5,000.00$ 5,000.00$ At Meter Buldings

Contingency 219,978.35$
D Regulatory, Land, Survey 10.00% 3,518.88$
E Engineering 10.00% 26,071.88$
P Procurement 10.00% 55,243.84$
C Construction 10.00% 74,002.91$
S Subcontractors & Field Services 10.00% 55,030.52$
G Common 10.00% 6,110.32$

Sub-Total: 2,199,783$
PST: 51,963$
Contingency: 219,978$

TOTAL: 2,471,724$
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