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A. INTRODUCTION 

 Reference: INTRODUCTION 
Exhibit B-8, Application, Section I, p. 5  
Rate Setting 

On page 5 of the 2019 Revenue Requirement and Final Tolls Application (Application), Kinder Morgan 
Canada (Jet Fuel) Inc. (KMJF) states: 

KMJF is the owner and operator of the Jet Fuel System and is regulated by the BCUC as a 
common carrier under section 65 of the Act. Subsection 65(3.1)(a) the Act provides that 
the BCUC may establish conditions in relation to tolls that may be charged by KMJF as a 
common carrier. Subsection 65(3.1)(b) of the Act further provides that the BCUC may 
establish conditions in relation to extensions, improvements, or abandonment of service 
by KMJF as a common carrier in respect of operating the Jet Fuel Line. 

2.1 Please discuss the appropriateness for the tolls of a common carrier to be based on a cost of 
service rate setting mechanism, which includes an allowed Return on Equity (ROE) component? 

2.2 Please discuss if the requested tolls are representative of those that would be found in a 
competitive market. 

2.3 Please confirm if any alternative rate setting mechanisms were considered. 

2.3.1 If confirmed, please discuss the considerations given to any alternative rate setting 
mechanisms. Please include any relevant data or calculations in the response. 

 
B. THE JET FUEL SYSTEM 

 Reference: THE JET FUEL SYSTEM 
Exhibit B-8, Section II, pp. 9-15;   
Utilization of the Jet Fuel System  

On pages 9-15 of the Application, KMJF states: 
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KMJF is the owner and operator of the Jet Fuel System located wholly within British 
Columbia. Since 1969, the Jet Fuel System has been used to transport aviation turbine 
(jet) fuel from the Westridge Marine Terminal in Burnaby to the Vancouver 
International Airport (“YVR”).  

VAFFC proposes to construct, own and operate the proposed Vancouver Airport Fuel 
Delivery (“VAFD”) project. The VAFD project will include a new 13 km, 356 mm 
underground pipeline to YVR that will transport jet fuel received from an upgraded 
marine terminal and adjacent fuel storage facility on the south arm of the Fraser River in 
Richmond, BC. 

KMJF expects that once the VAFD project enters service, the Jet Fuel System will no 
longer receive jet fuel from the Westridge Marine Terminal… As a result, KMJF expects a 
permanent decrease of about 60% of annual throughput volumes on the Jet Fuel System 
once the VAFD project commences operations… Based on the foregoing, KMJF expects 
that the VAFD project (i.e., VAFFC’s bypass fuel delivery system) will be in service by late 
2021. Once the VAFD project is operational, the Jet Fuel System will become 
uneconomical to maintain and operate. 

3.1 Please confirm, or explain otherwise, that KMJF has communicated with its shippers that the Jet 
Fuel system would be uneconomical in 2021. 

3.1.1 If confirmed, please provide examples of correspondence sent to shippers.  

3.2 Please provide any feedback or comments that KMJF has received regarding the 
decommissioning of the Jet Fuel System. 

 
C. 2019 COST OF SERVICE 

 Reference: 2019 COST OF SERVICE 
Exhibit B-8, Section III, pp. 16-24; Appendix A  
Revenue Requirement 

On page 17 of the Application, KMJF provides the following table: 
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On page 16 of the Application, KMJF states: 

KMJF further proposes that for subsequent Tolling Period years, the 2019 Forecast 
Revenue Requirement be escalated 2.0 percent per year, which is 0.5 percent lower 
than the escalation factor used for the years 2011 through 2018. The 2.0 percent 
escalation factor is consistent with the Bank of Canada continuing policy of actively 
adjusting its policy interest rate, as appropriate, in order to achieve a 2 percent target 
rate of inflation for the period from 2016 to 2021. 

4.1 Please discuss the appropriateness of escalating integrity costs and rate case costs by the 
inflation escalation factor annually. 

4.1.1 Please explain how these costs are tied to inflationary increases. 

4.2 Please discuss the appropriateness of escalating depreciation and amortization by the inflation 
escalation factor annually.  

4.2.1 Please explain how depreciation and amortization expenses are tied to inflationary 
increases. 

On page 22 of the Application, KMJF provides the 2019 forecast of operating expenses in the following 
table:  
 

 
4.3 Please provide details of KMJF’s actual operating expenses for the previous toll period from 

2009 to 2018. 

4.4 Please provide details of how KMJF has forecast the 2019 Operating Expenses including 
rationale for any assumptions made. 

On page 23 of the Application, KMJF provides the 2019-2021 forecast of integrity costs in the following 
table: 
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4.5 Please provide details of KMJF’s actual integrity costs in the format provided above for the 

previous toll period from 2009 to 2018. 

4.6 Please provide details of how KMJF has forecasted the Integrity Costs for the period from 2019 
to 2021 including rationale for any assumptions made. 
 

Further on page 18 of the Application, KMJF states: 

KMJF expects that once the VAFD project commences operations, the Jet Fuel System 
will become economically unviable. For this reason, the expected economic life of the 
pipeline is forecast to be three years from January 1, 2019, based on an expectation that 
the VAFD project will commence operations by late 2021. 

4.7 Please explain why it is reasonable to undertake these levels of integrity costs if the expected 
economic life of the pipeline is forecast to be three years. 

4.8 Please provide details of whether KMJF has provided its shippers information regarding the 
integrity tests detailed above, including notice of service disruptions due to such activities 
forecast to be undertaken in 2019. 

4.9 Has KMJF, or an independent contractor on behalf of KMJF, undertaken integrity 
assessments/digs with respect to the physical conditions of the pipeline during the previous toll 
period? Please discuss. 

4.9.1 Please provide findings of the most recent any studies, if any.  

4.10 Has KMJF considered any other alternatives with respect to integrity assessments of the pipeline 
other than the ones listed in Table 8 above? Please discuss. 

4.10.1 If yes, please provide details of such alternatives including costs, third party quotes etc. 
and provide a rationale for selecting the ones listed in Table 8 above. 

 
On page 24 of the Application, KMJF has provided its forecast rate case cost for 2019 of $425,000. 
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4.11 Please provide details of how KMJF has forecast the 2019 rate case costs, including rationale for 
any assumptions made. 

 Reference: 2019 COST OF SERVICE 
Exhibit B-8, Section III, p. 19; Trans Mountain (Jet Fuel) Inc. 2010 Tariff Filing, 
Depreciation and Amortization rate, Appendix 1  
Depreciation of the Jet Fuel System 

On page 19 of the Application, KMJF states: 

KMJF’s existing deprecation rates have been in effect since January 1, 2010. The 2019 
Depreciation Study…calculates revised depreciation rates as of January 1, 2019 based 
upon a three-year remaining depreciable life. 

5.1 Based on the description of the VAFD project, please discuss the likelihood that the Jet Fuel 
System will no longer be economically viable in three years. In your response, please confirm 
whether KMJF has been in discussions with VAFFC regarding the viability of the Jet Fuel System. 

5.1.1 Please discuss KMJF’s contingency plan in the event that the VAFD project is delayed.  

5.2 Please confirm whether KMJF uses International Financial Reporting Standards (IFRS) or other 
accounting/reporting standards to prepare its financial statements. 

5.2.1 Please explain whether the proposed accelerated depreciation approach is consistent 
with the financial accounting standards applicable to KMJF. 

5.2.2 Please confirm whether KMJF’s assets meet the relevant definition of “asset 
impairment” with respect to the financial accounting standards applicable to KMJF. 

5.3 Please confirm whether KMJF intends to close operations of the Jet Fuel System once the VAFD 
project is in operation. 

5.3.1 If yes, please confirm whether KMJF has provided such information to all its existing 
shippers. 

5.3.2 If no, please provide details regarding how KMJF plans to financially operate the Jet Fuel 
System. 

  



2019 Tariff Filing BCUC IR No. 2 6 of 17 

On page 19 of the Application, KMJF provides the following table: 
 

 
 

5.4 Please provide details of the cost of removal above including rationale for any assumptions 
made to forecast the amount. 

Further, in Appendix 1 to the previous toll application dated December 7, 2009, enclosed as  
Exhibit A2-1, KMJF provided the following table: 
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5.5 Please explain the difference between the cost of removal amount shown above and the 
amount included in Table 5 on page 19 of the Application. 

 Reference: 2019 COST OF SERVICE 
Exhibit B-8, Section III, pp. 16-24; Appendix A  
Forecasted 2019 Capital Additions 

On page 20 of the Application, KMJF states: 

The $0.7 million in 2019 forecast plant additions relates to a valve relocation and tie-in 
project. The relocation project is required to remove an existing above-ground valve to 
accommodate the construction of a new roadway adjacent to the new International 
Trade Center building. The project will include preparing the site for the construction of 
a new valve vault, completing pipeline fabrication at the tie-in points, hydrotesting, 
recoating and backfilling portions of the line, and rebuilding a separate upstream valve 
in-situ. 

6.1 Please provide a detailed breakdown of the forecasted capital additions cost including a 
rationale for any assumptions made. 

6.2 Please provide a detailed timeline of the project. 

6.3 Please provide details of whether KMJF has provided its shippers information regarding the 
capital project detailed above, including notice of service disruptions, if any, due to such 
activities forecast to be undertaken in 2019. 
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6.4 Please explain why it is reasonable to undertake these levels of capital additions if the expected 
economic life of the pipeline is forecast to be three years.  

6.5 How do existing shippers directly benefit from the completion of this project. Please discuss. 

6.5.1 Is it appropriate for the cost to be borne by the existing shippers in the event they do 
not directly benefit? Please explain. 

6.6 Please provide details of all alternatives explored by KMJF with respect to the forecast capital 
additions, including costs and reasons for rejecting such alternatives. 

6.7 Please discuss whether KMJF has received, or will receive, any compensation or any other 
assistance from the International Trade Center as the project is required to accommodate the 
construction of the new roadway for the benefit of the International Trade Center. 

6.8 Please provide details of other capital projects, if any, forecast for the three years of the 
proposed toll period. 

In Schedule 4 of Appendix A of the Application, KMJF provides the following table: 
 

 
 

6.9 Please provide the details of the actual capital additions and retirements made by KMJF from 
2010 to 2018. 

 Reference: 2019 COST OF SERVICE 
Exhibit B-8, Section III, p. 21; BCUC Order G-47-141, p.9 
Return on Rate Base 

On page 21 of the Application, KMJF states: 

KMJF requests approval of an allowed return on rate base based on the cost of capital 
parameters for a “benchmark low-risk utility” as determined by the BCUC in its 2013 
Generic Cost of Capital Decision. 

On page 9 of Order G-47-14, the BCUC stated: 

The Stage 1 proceeding established the cost of capital for the Benchmark. The Stage 1 

                                                           
1 British Columbia Utilities Commission. Generic Cost of Capital Proceeding (Stage 2), Order G-47-14 and Decision dated 
March 25, 2014. 
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Decision outlined that Stage 2 of this proceeding “will be primarily concerned with 
business risk assessment relative to the benchmark. More specifically, public utilities will 
be called upon to provide evidence as to how they differ from FEI with respect to 
business risk.” Given that the Benchmark is no longer considered to be low risk, the 
Commission noted that business risks faced may be either higher, lower, or the same as 
FEI, the Benchmark. 

7.1 Please elaborate on how KMJF’s business risks compare with FEI’s business and why KMJF 
should be considered a low risk utility. 

7.2 Please confirm whether there was a ROE component included in the tolls recovered for the 
previous toll period from 2009 to 2018. 

7.2.1 If yes, please provide details of the same. 

7.2.2 If no, please elaborate on why it is appropriate to include a ROE component now. 

7.3 Please provide the details of the actual ROE earned by KMJF for the previous toll period from 
2009 to 2018. 

 Reference: 2019 COST OF SERVICE 
Exhibit B-3, p. 7, IR 1.5; Exhibit B-8, Section III, p. 16; Appendix A, Executive Summary; 
BCUC Order P-5-09; Exhibit B-1, Appendix 1, p.4 
Tolling Methodology 

On page 7 of KMJF’s response to BCUC IR No. 1, KMJF states: 

KMJF continues to project CPI inflation of 2%, given that the Bank of Canada’s 
continuing policy of actively adjusting its policy interest rate, as appropriate, in order to 
achieve a 2% target rate of inflation for the period from 2016 to 2021. Based on the 
foregoing, KMJF considers that the 2.5% fixed escalation rate for the next toll period to 
be fair and reasonable. 

In the Executive Summary of Appendix A, KMJF states: 
 

KMJF requests approval of the 2019 Forecast Revenue Requirement that is calculated 
based on the continuation of the existing annual revenue requirement cost allocation 
tolling methodology approved by the Commission in Order P-5-09, issued December 16, 
2009. 

On page 16 of the Application, KMJF states: 

KMJF further proposes that for subsequent Tolling Period years, the 2019 Forecast 
Revenue Requirement be escalated 2.0 percent per year, which is 0.5 percent lower 
than the escalation factor used for the years 2011 through 2018. The 2.0 percent 
escalation factor is consistent with the Bank of Canada continuing policy of actively 
adjusting its policy interest rate, as appropriate, in order to achieve a 2 percent target 
rate of inflation for the period from 2016 to 2021. 

8.1 Please confirm, or explain otherwise, that the 2.5 percent escalation factor as established by 
Order P-5-09 was only as a result of Bank of Canada’s interest rate policy between 2011 and 
2018. 

8.1.1 If not confirmed, please provide data and calculations of any other factors that 
contributed escalation factor of 2.5 percent. 



2019 Tariff Filing BCUC IR No. 2 10 of 17 

8.2 Please confirm, or explain otherwise, that the tolling methodology proposed by KMJF is 
consistent with the tolling methodology as established by Order P-5-09. 

8.3 Please discuss why KMJF has reduced the proposed toll escalation from 2.5 percent, which is a 
continuation of the established toll in 2009, to 2 percent 

8.3.1 Please provide a comparison between the effects of a 2.5 percent or 2 percent toll 
increase on the 2019 Forecast Revenue Requirement. 

8.4 Please confirm, or explain otherwise, that the updated Bank of Canada targets are the only 
reason for this change. 

8.4.1 Please discuss any other factors that contribute to the 2 percent escalation factor as 
proposed by KMJF. 

8.4.2 Please provide all relevant data and calculations for establishing the toll.  

 
On page 4 of Appendix 1 attached to Exhibit B-1, KMJF provides the following cost allocation tolling 
methodology: 

 

 
 

On page 10 of the Application, KMJF provides the 2018 actual throughput volumes by receipt point: 
 

 
 

Schedule 20 of Appendix A provides historic throughput on the Jet Fuel System: 
 

 
 

8.5 Using the above formula and the annual forecast revenue requirements, throughput volumes 
and shipper receipt points, please provide a monthly breakdown of the 2019 toll calculation for 
each shipper. 

8.5.1 Please confirm that the toll paid by shippers is calculated and charged per m3 of 
throughput. 

8.6 What is the impact, if any, on the proposed 2019 revenue requirements and toll per m3 based 
on the assumption that throughput volumes decrease by the 3 percent as observed between 
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2017 and 2018 actuals? Please elaborate. 

 Reference: 2019 COST OF SERVICE 
Exhibit B-8, Section III, Table 3, p. 17; pp. 27-28  
Customer Impact 

On page 17 of the Application, KMJF states: 
 
The 2019 Forecast Revenue Requirement and the escalated revenue requirements for 
2020 and 2021 are summarized as follows: 
 

 
 

On page 27, KMJF states,  

KMJF is proposing a toll surcharge collection mechanism to recover total estimate 
abandonment costs over the remaining three-year economic life of the Jet Fuel System. 

 
On page 28 of the Application, KMJF provides the following table: 
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9.1 Please discuss the rate impact of a) the revenue requirement b) the abandonment surcharge 
and c) both the combined revenue requirement and abandonment surcharge to shippers, 
providing any relevant data or calculations. 

9.2 Please confirm, or explain otherwise, that KMJF considered the total rate impact (including both 
the revenue requirement and abandonment surcharge) over a shorter and/or longer test period. 

9.2.1 If confirmed, please provide any relevant information in considering the rate impact 
over these test periods.  

9.2.2 If not confirmed, please explain why an alternative test period was not considered. 

9.3 Please discuss whether the proposed toll increase could constitute “rate shock” in this situation. 

9.3.1 Please discuss any considerations made regarding the total rate impact to shippers. 

9.3.2 Please provide the total toll increase (in dollars and as a percentage) expected for each 
shipper between: 

• the 2018 tolls and the proposed permanent 2019 tolls (including and excluding the 
Abandonment Surcharge); and 

• the current 2019 interim tolls and the proposed permanent 2019 tolls (including and 
excluding the Abandonment Surcharge). 
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D. ABANDONMENT COSTS 

 Reference: ABANDONMENT COSTS 
Exhibit B-8, Section IV, pp. 25-16; Appendix E;  
Appendix E, Appendix A, Table A-3                 
Abandonment Estimates 

Appendix E of the Application provided by Environment Liability Management Inc. (ELM) states: 

The [National Energy Board] NEB recommends a factor of 20% be applied to sections 2, 
3a, 4, 5 and 6 for small diameter pipelines less than 50km in length.  A factor of 25% has 
been applied in this case due to the urban setting and the current regulatory 
environment in British Columbia…The high end of the cost range prescribed by NEB was 
selected due to the urban setting and logistics involved with mobilization of services in 
and through the cities of Burnaby and Richmond. 

10.1 Please provide a copy of this NEB decision/discussion KMJF is referencing in the above 
preamble.  

 
10.2 Please provide justification for ELM’s deviation from the 20 percent factor as recommended by 

the NEB. Please include any relevant calculation in the response. 

10.3 Please explain why KMJF have used the high-end cost estimates for the cost of abandonment. 

10.4 Please provide a low, mid and high range of abandonment cost estimates, based on the NEB 
recommendations. 

10.4.1 Please explain how these estimates would affect the toll surcharge amount each 
customer would pay, both in total dollar amounts and the amount per m3. 

In Appendix E, ELM provides the following table: 
 

 
 
On pages 3-4 of Appendix A of Appendix E, ELM provides the following table: 
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10.5 Please explain why ELM has chosen to use the high-end estimate for treatment of the river 
crossing when the NEB table states that the low end of ‘cut, cap and fill’ range ($30,000) should 
be used at river crossings. 

10.6 Please explain why ELM have included an additional 10 percent provision for land restoration 
when these costs are assumed to be already included in the pipeline removal and backfilling 
cost estimates. 

10.7 Please explain if the additional provision for “rough or mountainous terrain” is used in the cost 
of abandonment estimates as a proxy for the “urban setting and logistics involved…in and 
through the cities of Burnaby and Richmond.” 

10.7.1 Please discuss the suitability and applicability of this provision in this environment. 
 

On page 8 of Appendix E, ELM provides the following table: 
 

 
 

10.8 Please confirm, or explain otherwise, that ‘block valve sites’ (Appendix E) and ‘block valve 
assemblies’ (Table A-3) are used interchangeably in reference to decommissioned facilities. 

10.8.1 If confirmed, please explain why KMJF used the high rage value of $55,000 per unit 
instead of the low value of $15,000 as the cost estimate. 

10.8.2 If not confirmed, please explain how the cost of abandonment estimates differ between 
these facilities.  

10.9 Please confirm that the $100,000 cost of decommissioning at the two water crossings, has not 
already been included in the cost of special treatment (road, rail, utility and water crossings), at 
a cost of $90,000. 

10.9.1 If confirmed, please explain the type of work required and included in each of these cost 
estimates. 

10.9.2 If not confirmed, please confirm the total decommissioning cost estimate for the two 
water crossings. 

10.10 Do any of the decommissioned facilities have any salvage value? Please discuss. 
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10.10.1 How would any potential salvage value affect the total cost of abandonment estimate? 
Please elaborate. 

10.10.2 Please discuss the effects, if any, this salvage value would have on the toll surcharge 
KMJF would collect from customers to recover the cost of abandonment. 

 Reference: ABANDONMENT COSTS 
Exhibit B-8, Section II, p.9; Section III p.17; Section IV, pp. 27-28 
Abandonment Recovery 

On page 9 of the Application, KMJF states: 

KMJF is the owner and operator of the Jet Fuel System located wholly within British 
Columbia. Since 1969, the Jet Fuel System has been used to transport aviation turbine 
(jet) fuel from the Westridge Marine Terminal in Burnaby to the Vancouver 
International Airport (“YVR”). 

On page 27 of the Application, KMJF states: 

KMJF expects that once the [Vancouver Airport Fuel Delivery] VAFD project commences 
operations, the Jet Fuel Line will become economically unviable. For this reason, the 
expected economic life of the pipeline is forecast to be three years from January 1, 
2019, based on an expectation that the bypass VAFD project will commence operations 
by late 2021. For this reason, KMJF is proposing a toll surcharge collection mechanism to 
recover total estimate abandonment costs over the remaining three-year economic life 
of the Jet Fuel System. 

On page 17 of the Application, KMJF provides the Revenue Requirements Summary table: 
 

 
 

On page 28 of the Application, KMJF provided a summarized calculation of the abandonment cost 
collection mechanism: 
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The assumption for the return on funds collected is consistent with prior National 
Energy Board discussion, in which the Board stated that it “is of the view that the rate of 
return on funds collected for the Base Case should be based on a conservative, low-risk 
portfolio with a goal of capital preservation. Given this view, the Board has determined 
that the yield from Government of Canada marketable bonds is an appropriate proxy for 
that portfolio. Over the past decade, these marketable bonds have averaged 1.4 to 1.5 
per cent above the rate of inflation. Given the 2 per cent inflation rate discussed in 
section 2 above, the Board has decided that 3.5 per cent is the appropriate pre-tax rate 
of return to be used for the Base Case.” KMJF considers the 3.5% Return on Funds 
Collected to be a reasonable assumption at this point for estimating the annual amount 
of abandonment funds to be collected through the Collection Mechanism. 

KMJF proposes to include an adjustment of 40 basis points to estimate anticipated 
expenses associated with the investment of abandonment funds and management of 
the abandonment funds trust. 

11.1 Please confirm, or explain otherwise, that the pipeline has not yet been fully depreciated. 

11.2 Please confirm, or explain otherwise, that the abandonment costs are included in the total 
revenue requirements calculation.  

11.2.1 If confirmed, please confirm under which category these costs are included. 

11.2.2 If not confirmed, why are the abandonment costs not included in the total revenue 
requirements? 

11.3 Please provide the annual toll surcharge per customer and the toll surcharge in $/m3. Please 
include calculations in your response. 

11.4 Please confirm, or explain otherwise, that this surcharge will be collected by KMJF as an 
additional dollar per m3 charge. 

11.5 Please provide a copy of this NEB decision/discussion KMJF is referencing in the above 
preamble.  

11.5.1 What is the maturity of the bonds used as approximate proxy for the portfolio?  

11.5.2 Is the yield of 1.4 to 1.5 percent above inflation still applicable to recent Government of 
Canada marketable bond yields? Please discuss. 

11.5.3 Please provide a graph displaying the relevant bond yields over the last ten years. 

11.6 Please provide evidence that an adjustment of 40 basis is typical of fund management costs. 

11.7 Please discuss if there are any benefit to shippers in the fund being managed. 
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11.7.1 If no benefits to ratepayers are identified, should this cost be borne by shippers? Please 
discuss. 

11.8 Please discuss the impact on the toll surcharge collection mechanism in the event that the toll 
surcharge over or under recovers based on forecast and actual cost variance. 

11.9 What are the effects on the toll surcharge if the jet fuel system remains in use after the 3-year 
period, in the event of delays to the VAFFC project? Please discuss. 

11.10 Does if KMJF has an existing Asset Retirement Obligation (ARO) on its balance sheet. Please 
explain. 

11.10.1 If not, why not? 

11.10.2 How does an ARO relate to the abandonment cost estimate, if at all? Please elaborate. 
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	4.11 Please provide details of how KMJF has forecast the 2019 rate case costs, including rationale for any assumptions made.

	5.0 Reference: 2019 Cost of Service Exhibit B-8, Section III, p. 19; Trans Mountain (Jet Fuel) Inc. 2010 Tariff Filing, Depreciation and Amortization rate, Appendix 1  Depreciation of the Jet Fuel System
	5.1 Based on the description of the VAFD project, please discuss the likelihood that the Jet Fuel System will no longer be economically viable in three years. In your response, please confirm whether KMJF has been in discussions with VAFFC regarding t...
	5.1.1 Please discuss KMJF’s contingency plan in the event that the VAFD project is delayed.

	5.2 Please confirm whether KMJF uses International Financial Reporting Standards (IFRS) or other accounting/reporting standards to prepare its financial statements.
	5.2.1 Please explain whether the proposed accelerated depreciation approach is consistent with the financial accounting standards applicable to KMJF.
	5.2.2 Please confirm whether KMJF’s assets meet the relevant definition of “asset impairment” with respect to the financial accounting standards applicable to KMJF.

	5.3 Please confirm whether KMJF intends to close operations of the Jet Fuel System once the VAFD project is in operation.
	5.3.1 If yes, please confirm whether KMJF has provided such information to all its existing shippers.
	5.3.2 If no, please provide details regarding how KMJF plans to financially operate the Jet Fuel System.

	On page 19 of the Application, KMJF provides the following table:
	5.4 Please provide details of the cost of removal above including rationale for any assumptions made to forecast the amount.
	5.5 Please explain the difference between the cost of removal amount shown above and the amount included in Table 5 on page 19 of the Application.

	6.0 Reference: 2019 Cost of Service Exhibit B-8, Section III, pp. 16-24; Appendix A  Forecasted 2019 Capital Additions
	On page 20 of the Application, KMJF states:
	6.1 Please provide a detailed breakdown of the forecasted capital additions cost including a rationale for any assumptions made.
	6.2 Please provide a detailed timeline of the project.
	6.3 Please provide details of whether KMJF has provided its shippers information regarding the capital project detailed above, including notice of service disruptions, if any, due to such activities forecast to be undertaken in 2019.
	6.4 Please explain why it is reasonable to undertake these levels of capital additions if the expected economic life of the pipeline is forecast to be three years.
	6.5 How do existing shippers directly benefit from the completion of this project. Please discuss.
	6.5.1 Is it appropriate for the cost to be borne by the existing shippers in the event they do not directly benefit? Please explain.

	6.6 Please provide details of all alternatives explored by KMJF with respect to the forecast capital additions, including costs and reasons for rejecting such alternatives.
	6.7 Please discuss whether KMJF has received, or will receive, any compensation or any other assistance from the International Trade Center as the project is required to accommodate the construction of the new roadway for the benefit of the Internatio...
	6.8 Please provide details of other capital projects, if any, forecast for the three years of the proposed toll period.
	6.9 Please provide the details of the actual capital additions and retirements made by KMJF from 2010 to 2018.

	7.0 Reference: 2019 Cost of Service Exhibit B-8, Section III, p. 21; BCUC Order G-47-140F , p.9 Return on Rate Base
	7.1 Please elaborate on how KMJF’s business risks compare with FEI’s business and why KMJF should be considered a low risk utility.
	7.2 Please confirm whether there was a ROE component included in the tolls recovered for the previous toll period from 2009 to 2018.
	7.2.1 If yes, please provide details of the same.
	7.2.2 If no, please elaborate on why it is appropriate to include a ROE component now.

	7.3 Please provide the details of the actual ROE earned by KMJF for the previous toll period from 2009 to 2018.

	8.0 Reference: 2019 COST OF SERVICE Exhibit B-3, p. 7, IR 1.5; Exhibit B-8, Section III, p. 16; Appendix A, Executive Summary; BCUC Order P-5-09; Exhibit B-1, Appendix 1, p.4 Tolling Methodology
	8.1 Please confirm, or explain otherwise, that the 2.5 percent escalation factor as established by Order P-5-09 was only as a result of Bank of Canada’s interest rate policy between 2011 and 2018.
	8.1.1 If not confirmed, please provide data and calculations of any other factors that contributed escalation factor of 2.5 percent.

	8.2 Please confirm, or explain otherwise, that the tolling methodology proposed by KMJF is consistent with the tolling methodology as established by Order P-5-09.
	8.3 Please discuss why KMJF has reduced the proposed toll escalation from 2.5 percent, which is a continuation of the established toll in 2009, to 2 percent
	8.3.1 Please provide a comparison between the effects of a 2.5 percent or 2 percent toll increase on the 2019 Forecast Revenue Requirement.

	8.4 Please confirm, or explain otherwise, that the updated Bank of Canada targets are the only reason for this change.
	8.4.1 Please discuss any other factors that contribute to the 2 percent escalation factor as proposed by KMJF.
	8.4.2 Please provide all relevant data and calculations for establishing the toll.

	8.5 Using the above formula and the annual forecast revenue requirements, throughput volumes and shipper receipt points, please provide a monthly breakdown of the 2019 toll calculation for each shipper.
	8.5.1 Please confirm that the toll paid by shippers is calculated and charged per m3 of throughput.

	8.6 What is the impact, if any, on the proposed 2019 revenue requirements and toll per m3 based on the assumption that throughput volumes decrease by the 3 percent as observed between 2017 and 2018 actuals? Please elaborate.

	9.0 Reference: 2019 COST OF SERVICE Exhibit B-8, Section III, Table 3, p. 17; pp. 27-28  Customer Impact
	On page 27, KMJF states,
	9.1 Please discuss the rate impact of a) the revenue requirement b) the abandonment surcharge and c) both the combined revenue requirement and abandonment surcharge to shippers, providing any relevant data or calculations.
	9.2 Please confirm, or explain otherwise, that KMJF considered the total rate impact (including both the revenue requirement and abandonment surcharge) over a shorter and/or longer test period.
	9.2.1 If confirmed, please provide any relevant information in considering the rate impact over these test periods.
	9.2.2 If not confirmed, please explain why an alternative test period was not considered.

	9.3 Please discuss whether the proposed toll increase could constitute “rate shock” in this situation.
	9.3.1 Please discuss any considerations made regarding the total rate impact to shippers.
	9.3.2 Please provide the total toll increase (in dollars and as a percentage) expected for each shipper between:



	D. ABANDONMENT COSTS
	10.0 Reference: ABANDONMENT COSTS Exhibit B-8, Section IV, pp. 25-16; Appendix E;  Appendix E, Appendix A, Table A-3                 Abandonment Estimates
	10.1 Please provide a copy of this NEB decision/discussion KMJF is referencing in the above preamble.
	10.2 Please provide justification for ELM’s deviation from the 20 percent factor as recommended by the NEB. Please include any relevant calculation in the response.
	10.3 Please explain why KMJF have used the high-end cost estimates for the cost of abandonment.
	10.4 Please provide a low, mid and high range of abandonment cost estimates, based on the NEB recommendations.
	10.4.1 Please explain how these estimates would affect the toll surcharge amount each customer would pay, both in total dollar amounts and the amount per m3.

	10.5 Please explain why ELM has chosen to use the high-end estimate for treatment of the river crossing when the NEB table states that the low end of ‘cut, cap and fill’ range ($30,000) should be used at river crossings.
	10.6 Please explain why ELM have included an additional 10 percent provision for land restoration when these costs are assumed to be already included in the pipeline removal and backfilling cost estimates.
	10.7 Please explain if the additional provision for “rough or mountainous terrain” is used in the cost of abandonment estimates as a proxy for the “urban setting and logistics involved…in and through the cities of Burnaby and Richmond.”
	10.7.1 Please discuss the suitability and applicability of this provision in this environment.

	10.8 Please confirm, or explain otherwise, that ‘block valve sites’ (Appendix E) and ‘block valve assemblies’ (Table A-3) are used interchangeably in reference to decommissioned facilities.
	10.8.1 If confirmed, please explain why KMJF used the high rage value of $55,000 per unit instead of the low value of $15,000 as the cost estimate.
	10.8.2 If not confirmed, please explain how the cost of abandonment estimates differ between these facilities.

	10.9 Please confirm that the $100,000 cost of decommissioning at the two water crossings, has not already been included in the cost of special treatment (road, rail, utility and water crossings), at a cost of $90,000.
	10.9.1 If confirmed, please explain the type of work required and included in each of these cost estimates.
	10.9.2 If not confirmed, please confirm the total decommissioning cost estimate for the two water crossings.

	10.10 Do any of the decommissioned facilities have any salvage value? Please discuss.
	10.10.1 How would any potential salvage value affect the total cost of abandonment estimate? Please elaborate.
	10.10.2 Please discuss the effects, if any, this salvage value would have on the toll surcharge KMJF would collect from customers to recover the cost of abandonment.


	11.0 Reference: ABANDONMENT COSTS Exhibit B-8, Section II, p.9; Section III p.17; Section IV, pp. 27-28 Abandonment Recovery
	11.1 Please confirm, or explain otherwise, that the pipeline has not yet been fully depreciated.
	11.2 Please confirm, or explain otherwise, that the abandonment costs are included in the total revenue requirements calculation.
	11.2.1 If confirmed, please confirm under which category these costs are included.
	11.2.2 If not confirmed, why are the abandonment costs not included in the total revenue requirements?

	11.3 Please provide the annual toll surcharge per customer and the toll surcharge in $/m3. Please include calculations in your response.
	11.4 Please confirm, or explain otherwise, that this surcharge will be collected by KMJF as an additional dollar per m3 charge.
	11.5 Please provide a copy of this NEB decision/discussion KMJF is referencing in the above preamble.
	11.5.1 What is the maturity of the bonds used as approximate proxy for the portfolio?
	11.5.2 Is the yield of 1.4 to 1.5 percent above inflation still applicable to recent Government of Canada marketable bond yields? Please discuss.
	11.5.3 Please provide a graph displaying the relevant bond yields over the last ten years.

	11.6 Please provide evidence that an adjustment of 40 basis is typical of fund management costs.
	11.7 Please discuss if there are any benefit to shippers in the fund being managed.
	11.7.1 If no benefits to ratepayers are identified, should this cost be borne by shippers? Please discuss.

	11.8 Please discuss the impact on the toll surcharge collection mechanism in the event that the toll surcharge over or under recovers based on forecast and actual cost variance.
	11.9 What are the effects on the toll surcharge if the jet fuel system remains in use after the 3-year period, in the event of delays to the VAFFC project? Please discuss.
	11.10 Does if KMJF has an existing Asset Retirement Obligation (ARO) on its balance sheet. Please explain.
	11.10.1 If not, why not?
	11.10.2 How does an ARO relate to the abandonment cost estimate, if at all? Please elaborate.




