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Rosa Twyman 
Ph: 403.930.7991 

Rosa.Twyman@RLChambers.ca 
Our matter #: 1081.001 

May 30, 2019 

VIA E-Filing 

British Columbia Utilities Commission 
Suite 410, 900 Howe Street 
Vancouver, BC V6Z 2N3 
 
Attention: Patrick Wruck, Commission Secretary 

Dear Mr. Wruck, 

Re: Project No. 1598984 
British Columbia Utilities Commission (“BCUC”) 
Kinder Morgan Canada (Jet Fuel) Inc. (“KMJF”) 2019 Tariff Filing 
KMJF Reply to Intervener Submission Regarding 2019 Interim Rates on the Jet 
Fuel line (“Jet Fuel Line”) 

On December 14, 2018, the BCUC issued Order P-1-18 approving, on an interim basis, the 
continuation of the existing terms of service and tolls payable on the Jet Fuel Line calculated 
based on the existing toll methodology approved by the BCUC in Order P-5-09. The existing toll 
methodology fixes Annual Revenues based on an annual escalation of 2.5 percent per year. 

In accordance with the process set out by the BCUC in Order P-5-19,1 KMJF provides herein its 
reply to Vancouver Airport Fuel Facilities Corporation (“VAFFC”)’s submission, filed on May 16, 
2019, regarding VAFFC’s request to amend the interim tolls2 granted by the BCUC. KMJF also 
continues to rely on its previous submissions regarding this issue as set out in its April 29, 2019 
filing.3 

VAFFC objects to the 2.5 percent interim increase from the 2018 revenue requirement for 
calculating interim tolls during the interim tolling period.4 

  

                                                 
1  Ex. A-12, BCUC Order P-5-19, Appendix A, PDF p 4. 
2  Ex. C2-2. 
3  Ex. B-6, PDF p 3 of 5. 
4  Ex. A-2, BCUC Order P-1-18, PDF p 3. The interim period applies to tolls payable during the period from January 

1, 2019, to the earlier of December 31, 2019, or the parties reaching a mutual agreement. 
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A. Interim Toll Order Reasonable and Correct 

As further set out herein, KMJF submits that the BCUC’s approval of interim rates based on the 
continuation of the existing toll methodology was reasonable and correct. By definition, interim 
tolls are subject to true-up based on the BCUC’s ultimate determination of final tolls for 2019 
(including applicable interest).5 Varying the interim toll order as requested by VAFFC would add 
unnecessary regulatory and administrative burden for all parties (including the Commission) 
with minimal or no benefit to shippers. VAFFC’s request should, therefore, be dismissed. 

B. Interim Tolls Based on Continuation of Existing Tolling Methodology 

As summarized below, since 2009, tolls on the Jet Fuel Line have been based on a negotiated 
agreement between KMJF, shippers, and VAFFC and have been continued on an interim basis 
by the BCUC. 

Time Period BCUC Approval Summary of Tolling Methodology 

2009-2018 BCUC Order P‐5‐09 The tolls for 2009 to 2018 approved by the BCUC were determined 
based on a negotiated settlement under which fixed annual 
revenue amounts for the tolling period from March 1, 2009, to the 
end of 2018. The agreement provided that: 

(a) the annual revenue requirement would escalate 2.5% 
each year; 

(b) the annual revenue requirement would be shared 
monthly on a volumetric basis by all shippers; and 

(c) due to the timing of the toll filing at the end of 2009, it 
was also agreed that any shortfall in 2009 revenues would 
be collected from shippers in 2010. 

January 1, 2019 to 
Present (Interim and 
Refundable) 

BCUC Order P-1-18 The BCUC approved interim tolls based on the approved 2018 
revenue requirement escalated by the 2.5 percent, consistent with 
the escalation factor in place since 2009.  

Subject to the BCUC revisiting its interim toll order, the current 
interim tolls are effective from January 1, 2019 to the earlier of 
December 31, 2019, or the parties reaching a mutual agreement. 

C. BCUC Light-Handed Regulation of Pipelines/Common Carriers 

The BCUC encourages pipeline companies and shippers to negotiate the terms, conditions, and 
rates for service, which are then filed with the BCUC. The legislative scheme governing the 
BCUC’s regulation of common carriers is intended to provide for flexibility and to encourage 
negotiated solutions between a pipeline and its shippers.6  

                                                 
5  See also BCUC Order P-1-18 at para 6: 

Any variance between the interim toll and the permanent toll as determined by the BCUC may be subject to 
refund/recovery, with interest at the average prime rate of KMJF’s principal bank for its most recent year. 

6  See e.g. in the 2001 Plateau Pipeline Tolls Decisions, the BCUC explained its approach to common carrier 
pipeline regulation as follows: 

… the Commission regulates common carrier oil pipelines on a reporting basis except in the event of 
complaints. The Commission considers that this method of regulation is sufficiently flexible to accommodate 
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Consistent with this approach, KMJF filed an interim rates application to continue the tolls 
approved under BCUC Order P‐5‐09 to ensure 2019 rates were in place while it continued to 
engage with shippers to explore a potential negotiated settlement.  

VAFFC asserts that: “Authorities are clear that absent evidence of need for an interim rate 
increase, such a request should be rejected.” Firstly, KMJF did not request an interim rate 
increase, but as stated, requested continuation of the tolls agreed to amongst KMJF, it’s 
shippers and VAFFC as set out in BCUC Order P‐5‐09 on an interim basis. Secondly, the 
authorities regarding interim rate increases on which VAFFC seeks to rely generally deal with 
interim rate requests by public utilities subject to cost of service rates. These authorities have 
limited applicability to the present circumstances where the Commission has approved interim 
rates for a common carrier based on an expiring settlement and pending the outcome of 
negotiations exploring a potential new negotiated tolling agreement. Third, VAFFC’s position 
that the negotiated revenue requirement provides KMJF with “excessive” returns is without any 
evidentiary basis, save for an extrapolated rate of return calculation based on figures prepared 
by VAFFC’s legal counsel.7 Nor is such an analysis relevant to the determination of cost-based 
tolls for the 2019 period and going forward. 

D. BCUC Process is Fair and Provides the Proper Forum for Interveners to Test 
Evidence Supporting Cost of Service Tolls 

Continuation of the interim and refundable toll order is consistent with earlier BCUC decisions 
and also allows for regulatory efficiency in the current matter.   

Under the regulatory process set by the BCUC, VAFFC and other stakeholders will have the 
opportunity to review KMJF’s final toll application through a full regulatory process.  

Yours truly, 

<Submitted electronically> 

Rosa Twyman 
Regulatory Law Chambers 
cc: Bruce Reed, Manager-Tariffs and Regulatory Affairs for KMJF 
 KMJF Shippers 

                                                                                                                                                          
individual circumstances, avoids unnecessary administrative and compliance costs but provides the 
opportunity for review if parties are unable to reach agreement on tolls or conditions of service. Shippers and 
pipeline owners are considered to be sophisticated parties who have specialized knowledge and access to 
appropriate expertise required for these negotiations. 
Given the contentious nature of hearings and the obligation for the Commission to comprehensively review 
methodologies, terms and conditions and other related matters, common carriers and shippers have been 
motivated to come to resolutions that balance their needs. Settlement negotiations work best in 
circumstances where a limited number of shippers can negotiate knowledgeably with the pipeline owner. 
[Emphasis added.] 

7  Ex. E-3-1, VAFFC Comments, Appendix A, PDF p 4. 
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