
 
 

00100448.1

 

 
 

Rosa Twyman 
Ph: 403.930.7991 

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

August 22, 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 Responses to BCUC Information Request (“IR”) No. 2 

In accordance with the regulatory timetable set out in BCUC Order No. P-7-19, please find 
enclosed for filing KMJF’s responses to BCUC IR No. 2. 

In accordance with the BCUC Rules of Practice and Procedure, KMJF confirms that it will be 
couriering five (5) paper copies to the BCUC within three (3) business days following the date of 
this electronic filing. 

Yours truly, 

<Submitted electronically> 

Rosa Twyman 
Regulatory Law Chambers 

cc:  Bruce Reed, Manager-Tariffs and Regulatory Affairs for KMJF 
 KMJF Shippers 

..... • REGULATORY 
LA W C HA M BE RS 

----------------------------- • -----------------------------
601,888 FOURTH AVE. SW CALGARY AB T 2 P OV 2 • P H , 403 - 930 -7 991 F X , 403 - 930 -7 998 • W W W . REG U LA T 0RYLAW C HAMBE RS . CA 

B-11

JEOBRIEN
Kinder Morgan 2019 Tariff Filing



00099584.18 00099584.18 
  

 

 

 

 

 
BRITISH COLUMBIA UTILITIES COMMISSION 

Project No. 1598984 

Kinder Morgan Canada (Jet Fuel) Inc. 
2019 Tariff Filing 

KINDER MORGAN CANADA (JET FUEL) INC. 

RESPONSE TO BRITISH COLUMBIA UTILITIES COMMISSION INFORMATION REQUEST 

NO. 2 

 

August 22, 2019



Kinder Morgan Canada (Jet Fuel) Inc. (“KMJF”) Submission Date: August 22, 2019 

Project # 1598984 - 2019 Tariff Filing Page 2 of 72 

Response to British Columbia Utilities Commission (“BCUC”) 
Information Request No. 2  

 

 

00099584.18 00099584.18  

A. INTRODUCTION ............................................................................................................................................. 3 

2.0 REFERENCE:  INTRODUCTION, EXHIBIT B-8, APPLICATION, SECTION I, P. 5, RATE SETTING .......................................... 3 

B. THE JET FUEL SYSTEM .................................................................................................................................. 10 

3.0 REFERENCE:  THE JET FUEL SYSTEM, EXHIBIT B-8, SECTION II, PP. 9-15, UTILIZATION OF THE JET FUEL SYSTEM ........... 10 

C. 2019 COST OF SERVICE ................................................................................................................................ 13 

4.0 REFERENCE:  2019 COST OF SERVICE, EXHIBIT B-8, SECTION III, PP. 16-24; APPENDIX A, REVENUE REQUIREMENT ..... 13 
RESPONSE:.................................................................................................................................................................. 23 
RESPONSE:.................................................................................................................................................................. 24 
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 ..................................... 26 
6.0 REFERENCE:  2019 COST OF SERVICE, EXHIBIT B-8, SECTION III, PP. 16-24; APPENDIX A, FORECASTED 2019 CAPITAL 
ADDITIONS 31 
7.0 REFERENCE:  2019 COST OF SERVICE, EXHIBIT B-8, SECTION III, P. 21; BCUC ORDER G-47-14, P.9, RETURN ON RATE 
BASE 35 
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 .................................... 38 
9.0 REFERENCE:  2019 COST OF SERVICE, EXHIBIT B-8, SECTION III, TABLE 3, P. 17; PP. 27-28, CUSTOMER IMPACT ........ 46 

D. ABANDONMENT COSTS ............................................................................................................................... 52 

10.0 REFERENCE:  ABANDONMENT COSTS, EXHIBIT B-8, SECTION IV, PP. 25-16; APPENDIX E; APPENDIX E, APPENDIX A, 
TABLE A-3, ABANDONMENT ESTIMATES ........................................................................................................................... 52 
11.0 REFERENCE:  ABANDONMENT COSTS, EXHIBIT B-8, SECTION II, P.9; SECTION III P.17; SECTION IV, PP. 27-28, 
ABANDONMENT RECOVERY ............................................................................................................................................ 63 

  



Kinder Morgan Canada (Jet Fuel) Inc. (“KMJF”) Submission Date: August 22, 2019 

Project # 1598984 - 2019 Tariff Filing Page 3 of 72 

Response to British Columbia Utilities Commission (“BCUC”) 
Information Request No. 2  

 

 

00099584.18 00099584.18  

A. INTRODUCTION 

2.0  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. 

 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? 

Response: 

Given that KMJF, its shippers, and Vancouver Airport Fuel Facilities Corporation 
(“VAFFC”) were unable to reach a negotiated agreement with regard to post-2018 tolls, 
KMJF considers it appropriate to now be requesting approval of cost of service-based tolls 
that would allow it a reasonable opportunity to recover its actual costs of operating the Jet 
Fuel Line over its remaining economic life and a fair return of and on its investment. 

As a common carrier pipeline owner regulated by the BCUC (as discussed further in 
response to 2.2 below), KMJF is entitled to a fair return on the cost of assets that have 
been devoted to public use and that the return on its net investment be determined by an 
examination of the appropriate cost of capital for its pipeline, including an allowed rate of 
return on the equity portion.1 

KMJF acknowledges the change in legislation governing the BCUC’s regulation of 
common carriers since the BCUC Plateau Pipeline Decision and previous BCUC orders 
and decisions in relation to the Jet Fuel Line. These changes include the repeal of the 
previous Pipeline Act and addition of subsections 65(3.1) and 65(3.2) to the Utilities 
Commission Act. The amended legislative scheme continues to provide the BCUC with 
considerable discretion in establishing conditions in relation to tolls that may be charged 
by common carriers, including approving rates on a cost of service basis as applied for by 
KMJF in the present application2 (the “Application”). 

                                                
 
1  See e.g. BCUC Decision re Plateau Pipe Line Ltd Taylor to Kamloops Pipeline Permanent Tolls (June 26, 2001) 

[BCUC Plateau Decision], p 35 (PDF p 45). 
2  Ex. B-8 Submission from KMJF to BCUC re 2019 Revenue Requirement and Final Tolls Application (the 

“Application”). 

2.1 
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 Please discuss if the requested tolls are representative of those that would be found in a 
competitive market. 

Response: 

As discussed in more detail below, KMJF’s requested tolls were calculated on a cost of 
service methodology and were not calculated based on the rates that KMJF could charge 
in an unregulated and competitive market. The tolls in the Application have been 
calculated using a rate base / rate of return methodology (cost of service), consistent with 
KMJF’s obligation to operate as a common carrier in a regulated market. 

Common Carrier Obligations 

The Jet Fuel Line has operated as a common carrier and continues to operate under that 
assumption. Since at least 1990, the Jet Fuel Line has only charged rates that have been 
approved by the BCUC. 

As stated in the Application,3 the BCUC has previously found the Jet Fuel Line to be a 
common carrier under section 44 of the since repealed Pipeline Act (see BCUC Order P-
3-08 and Reasons for Decision, Appendix A: Reasons for Decision, p 3). 

KMJF considers that this common carrier determination continues to apply under the 
current legislative scheme governing the BCUC’s regulation of common carrier pipelines 
under the current Utilities Commission Act. Section 117(6) of the Oil and Gas Activities 
Act4 confirms this: 

Transition — Pipeline Act 

117 

(6) Despite the repeal of Part 7 of the former Act, any decision made with 
respect to a common carrier by the British Columbia Utilities Commission 
under the authority of that Part continues to apply, subject to section 65 of 
the Utilities Commission Act as amended by this enactment. 

KMJF considers that its obligations as a common carrier are set out in section 65 of the 
Utilities Commission Act, the common law, the terms and conditions of the approved Tariff 
No. 39, and such other orders that may be made by the BCUC or the BC Oil and Gas 
Commission (“OGC”) from time to time that apply to KMJF. Unlike in a competitive market, 
KMJF cannot exit the market (i.e. discontinue service) without regulatory approval and 
KMJF may not unreasonably discriminate between shippers.5 

                                                
 
3  Ex. B-8, PDF p 6. 
4  Oil and Gas Activities Act, SBC 2008, c. 36, s. 117(6). 
5  Utilities Commission Act, s 65(4). 

2.2 

http://www.bclaws.ca/civix/document/id/complete/statreg/96473_01
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As a common carrier and prudent pipeline owner and operator, KMJF is obligated to incur 
the costs necessary to ensure ongoing safe, reliable, and efficient service on the Jet Fuel 
Line. 

KMJF notes that in return for its obligation to provide service, it has been entitled to receive 
tolls commensurate with its costs of providing such service, including a reasonable rate of 
return on its investment. Contrary to what would be the case in an unregulated competitive 
market, KMJF (and its predecessors) have only been allowed to charge tolls on the Jet 
Fuel Line that were either reached as a result of a negotiated settlement (agreed-to by all 
shippers) and approved by the BCUC or tolls set by the BCUC consistent with the cost of 
providing service (including a reasonable return on its investment). 

KMJF is not aware of any BCUC decision regarding a contested toll application by a 
common carrier pipeline where the Commission determined that tolls should be 
representative of competitive tolls rather than cost of service tolls. KMJF notes that in the 
BCUC Plateau Decision,6 the BCUC found that it was required to consider the full range 
of regulatory options to come to a decision that was fair to both shippers and the pipeline 
owner.7 In that decision, the BCUC found that: 

 the pipeline was a common carrier;8 and 

 the pipeline owner should be entitled to a fair return on the cost of assets that had 
been devoted to public use.9 

Cost of Service Tolls Appropriate at this Time 

If the BCUC is going to regulate KMJF as a monopoly provider, as is presently the case, 
then it is reasonable that tolls be determined on a cost of service basis. 

KMJF also remains open, in concept, to competitive tolls, but has not proposed such a 
tolling mechanism at this time. 

Existing Competitive Alternatives 

The Jet Fuel Line can receive jet fuel from barge at the Westridge Marine Terminal and 
by train at the Shell rail facility. All volumes received on the Jet Fuel Line are delivered to 
the Vancouver International Airport (“YVR”). Trucking is an existing competing supply 
service to transport jet fuel to YVR, as it can bypass the Jet Fuel Line. 

                                                
 
6  BCUC Decision re Plateau Pipe Line Ltd Taylor to Kamloops Pipeline Permanent Tolls (June 26, 2001) [BCUC 

Plateau Decision]. 
7  BCUC Plateau Decision, PDF p 43. 
8  BCUC Plateau Decision, p 7 (PDF p 17) (citing its previous finding from Order No. P-7-000 and Reasons for 

Decision). 
9  BCUC Plateau Decision, p 35 (PDF p 45). 

(a) 

(b) 
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KMJF understands that, today, at current levels of utilization, KMJF’s requested cost of 
service-based tolls are lower than trucking rates.  Please see Table 2.2 below. 

Pipeline Competition 

KMJF does not have an exclusive right to provide jet fuel transportation service on the Jet 
Fuel Line to YVR. As a result, KMJF faces competition from new pipelines, such as 
VAFFC’s proposed Vancouver Airport Fuel Delivery (“VAFD”) project. Upon the VAFD 
project entering service, KMJF will no longer be the only pipeline serving YVR. 

Once the VAFD project enters service, KMJF understands that volumes can be received 
onto the VAFD system via barge at the proposed new VAFD South Fraser Marine Terminal 
for further transportation to YVR via the VAFD pipeline. Specifically, once the VAFD 
project is in service, KMJF anticipates that competitive alternatives to the Jet Fuel Line for 
the transportation of jet fuel to YVR will include: 

 transportation via barge to the new South Fraser Terminal (part of the VAFD 
project) and via the VAFD pipeline for delivery to YVR; and 

 transportation via truck for delivery to YVR. 

Information Required to Determine Competitive Tolls 

If significant volumes shift to the VAFD project, as is widely believed will be the case,10 
then it is KMJF’s belief that the effective rate to the remaining shippers would increase 
significantly such that it is likely that the Jet Fuel Line tolls would be greater than the 
transportation alternatives (both trucking and the VAFD bypass project, including barge 
transportation from Parkland to the new VAFD terminal).  

Current Assumptions Used to Determine Remaining Economic Life of Jet Fuel 

Table 2.2 below sets out below additional details regarding KMJF’s quantitative analysis 
demonstrating that, assuming shippers are economically rationale, once the VAFD project 
is in service, transportation on the Jet Fuel Line will be uneconomic. 

 

  

                                                
 
10  See e.g. statement by VAFFC spokesman, Mr. Pollard (Ex. B-8, PDF p 123): 

“The airlines are the end customer,” Pollard said. “They’re financing this project; naturally they’re going to use 
it. And the capacity on that existing line will decline to such a point where it’s not really economical to maintain 
it.” 

(a) 

(b) 
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To perform this analysis, KMJF developed a hypothetical effective toll in 2022 ($/Bbl), 
assuming that: 

 the VFAD project would become operational at the end of 2021; 

 for 2022, the residual annual demand for jet fuel transportation services would be at 
most 40 percent of 2021 volumes shipped on the Jet Fuel Line, as a result of some 
combination of Air Canada and the other shippers moving volumes (60 percent of 2021 
Jet Fuel Line throughput volume) to the VAFD project to completely bypass the Jet 
Fuel Line; 

 from the beginning of 2022, the Jet Fuel Line would be fully depreciated; 

 2022 operating costs based on the 2019 forecasted operating costs escalated by 2 
percent each year; and 

 KMJF’s required 2022 revenue requirement to remain in service once the Jet Fuel Line 
is fully depreciated includes a business risk fee in order to justify KMJF’s continued 
operation of the Jet Fuel Line.   

KMJF assumes that a business risk fee would be necessary in order to compensate KMJF 
for the continued operation with decreased volumes and for the assumption of the risks 
associated with the continued operation of a Jet Fuel Line in proximity to urban and 
environmentally sensitive areas. KMJF notes the VFAD project may become operational 
before Jet Fuel Line is fully depreciated on December 31, 2021. KMJF therefore faces 
significant risk of not being able to pass on all of its costs to its ratepayers, if any remain. 

  

(a) 

(b) 

(c) 

(d) 

(e) 
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Table 2.2: Competitive Alternatives to Jet Fuel Line (Parkland Refinery to YVR - 2019-2022) 

Row Description   
    2019 2020 2021 2022 

1 Jet Fuel Line Revenue Requirement (Excluding 
Abandonment)1 $7,150,000 $7,293,000 $7,438,860 $5,586,541 

2 Jet Fuel Line Throughput Volumes2 (Bbl) 7,436,296 7,436,296 7,436,296 2,974,518 

3 Effective Toll on Jet Fuel Line ($/Bbl) $0.962 $0.981 $1.000 $1.878 

4 Cost via Truck ($/Bbl)3 $1.110 $1.132 $1.155 $1.178 

5 Cost from Parkland to VAFD Pipeline via Barge 
to VAFD South Fraser Marine Terminal ($/Bbl)4 $0.820 $0.836 $0.853 $0.870 

6 Cost from VAFD South Fraser Marine Terminal 
to YVR via VAFD Pipeline5 N/A N/A N/A Unknown 

            
[1]  Actual for 2018; 2019-2021 as applied-for in the Application; 2022 is a hypothetical revenue requirement that includes (a) operating costs and 
(b) an annual business risk fee of $1 million that would be included to compensate KMJF for the risks associated with continued operation and to 
provide incentives for the Jet Fuel Line owner to continue to maintains safe, reliable and efficient operations. 
[2] 2019-2021 assumed to be equal to 2018 throughput volumes; 2022 assumed volumes decrease to 40% of previous year volumes once VAFD 
project enters service. 
[3] KMJF determined that the effective rate ($/Bbl) to transport jet fuel from the Parkland Refinery to YVR via truck is approximately $1.110/Bbl in 
2019.  2020-2022 assumes the 2019 rate adjusted for inflation based on 2.00 percent annual escalation. 
[4] KMJF determined that the effective rate ($/Bbl) to transport jet fuel from the Parkland Refinery to the new VAFD Marine Terminal via barge is 
approximately $0.820/Bbl.  2020-2022 assumes the 2019 rate adjusted for inflation based on 2.00 percent annual escalation. 
[5] KMJF lacks the necessary information to reasonably estimate the costs for the VAFD project and associated terminal service fee. 
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KMJF notes that once the VAFD project becomes operational (assumed 2022) and volumes 
decrease to 40 percent of 2018 throughput, the effective per barrel rate for 2022 would be 
$1.878/Bbl. It would be more economic for the remaining volumes to choose transportation by 
truck at an effective rate of $1.178/Bbl. While KMJF is unable to reasonably estimate a cost of 
service-based rate for the VAFD project, based on the barging cost from Parkland Refinery to the 
VAFD Marine Terminal, any rate for transportation from the VAFD Marine Terminal to YVR via 
the VAFD pipeline at or below about $1/Bbl would make the Jet Fuel Line economically unviable 
($1.878 - $0.870/Bbl). 

KMJF notes that even if the cost for VAFFC member airlines to ship on the Jet Fuel Line were 
lower than on the VAFF’s project, because VAFFC funds the construction and operations of the 
VAFD project, VAFCC member airlines can be expected to use still use the VAFD project, and 
not the Jet Fuel Line. VAFFC may even have an incentive to operate at a loss for the period 
required to put the Jet Fuel Line out business, at which point it could exercise monopoly power if 
not regulated as a common carrier. 

 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. 

Response:  

KMJF confirms that it discussed a continuation of a settlement-based revenue 
requirement and tolls with shippers on a without prejudice basis. 

KMJF confirms it considered alternative rate setting mechanisms in the context of 
settlement discussions on a without prejudice basis.   

On November 28, 2018, KMJF filed its request for interim tolls commencing 
January 1, 2019 pending the outcome of settlement discussions with its shippers 
regarding final tolls.11 The interim tolls currently in effect are based on the 2018 
settlement revenue requirement escalated by 2.5 percent, consistent with the 
continuation of the existing toll methodology approved by the Commission in Order 
P-5-09,1 issued December 16, 2009.12 

  

                                                
 
11  Ex. B-1, PDF p 2. 
12  Ex. B-1, PDF p 2. 

2.3 
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B. THE JET FUEL SYSTEM 

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

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. 

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. 

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

Response: 

It is confirmed that KMJF has expressed concern to its shippers that the Jet Fuel 
Line will no longer be economically viable once the VAFD project enters service. 
KMJF also understands that shippers are aware about the potential impacts to the 
utilization of the Jet Fuel Line once the VAFD project commences operations. 

Similar issues were considered by the BCUC in the context of Trans Mountain (Jet 
Fuel) Inc. (“TMJ”)’s (KMJF’s predecessor) 2007 application for tolls and 
accelerated depreciation (the “2007 Toll Application”). At that time, TMJ’s request 
to recover depreciation and abandonment costs over the line’s (then 

3.1 
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contemplated) 5-year remaining economic life was denied by the BCUC in its 2008 
decision based on the following:13 

 jet fuel was a necessary by-product of the crude oil stream as refined by the 
Chevron Refinery (now the Parkland Refinery) and Chevron’s willingness to 
use the TMJ Pipeline even if tolls increase substantially; and 

 VAFFC had not made a firm and final decision to proceed with the barging 
option. 

Neither of those reasons exists today. 

First, Parkland, unlike Chevron, has not expressed a willingness to pay to use the 
Jet Fuel Line if tolls increase substantially.  

Second, VAFFC has made a firm and final decision to proceed with the VAFD 
project to supply all the fuel required by the VAFFC member airlines at YVR.14 
Construction is underway, and KMJF understands that with the approval by the 
City of Richmond on July 22, 2019,15 the VAFD project has obtained all the 
required approvals necessary to construct and operate the VAFD project. 

KMJF notes that VAFFC is the entity with the knowledge and control of when its 
VAFD project enters service. KMJF must rely on the best and most recent 
information available, as set out in the Application, including the following: 

 the complete VAFD project is expected to be finished and operational by 
late 2021, based on VAFFC’s August 2019 Construction Update;16 

 statements by a spokesman for VAFFC that: 

i. airlines will be able to supply all of their own fuel via the VAFD project; 
and 

ii. the new terminal as part of the VAFD project will provide for new 
sources of supply from international markets, which will drive down the 

                                                
 
13  See generally 2008-02-13 BCUC Order No. P-3-08 and Reasons for Decision re Trans Mountain (Jet Fuel) 

Application for Tolls and Accelerated Depreciation. 
14  Ex. B-8, PDF p 16 
15  A copy of the City of Richmond Council Minutes recording the passage by the City Council of the motion to approve 

the VAFD project is attached hereto as Appendix BCUC-KMJF 3.1-A (see PDF pp 12-15). 
16  As reported on the VAFD project website as of August 19, 2019 at:  

<https://www.vancouverairportfuel.ca/Construction>, “[t]he complete project is expected to be finished and 
operational by late 2021, ensuring that YVR has a safe and reliable supply of jet fuel.” A capture of the updated 
webpage is attached hereto as Appendix BCUC-KMJF 3.1-B. This is consistent with the timeline set out in on the 
VAFD project website in June 2019 (see Ex. B-8, PDF p 109) . 

 

(a) 

(b) 

(a) 

(b) 

https://www.vancouverairportfuel.ca/Construction
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commodity price (jet fuel), which will (negatively) affect both the 
refineries and KMJF; 

and 

 no new sources of supply are expected to be available for throughput on the 
KMJF line, given that VAFFC, as the sole buyer at YVR, is expected to 
supply all of its fuel from the new terminal proposed as part of the VAFD 
project.17 

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

Response: 

To KMJF’s knowledge, all such communications have occurred through 
conversations with shipper employees. 

 

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

Response: 

Outside of settlement discussions, KMJF has not received any specific feedback from 
shippers regarding the decommissioning of the Jet Fuel Line. 

Assuming that shippers are rationale actors, KMJF expects VAFFC members to use the 
system they have a vested economic interest in (namely, the VAFD project). KMJF 
expects that Parkland and Shell will use whatever available option is the most economical 
solution for getting their jet fuel supplies to YVR, which KMJF understands will be either 
the VAFD project once it enters service or truck to the limits of the truck rack at YVR. 

  

                                                
 
17  See e.g. VAFD Website, Project Overview (Ex. B-8, PDF p 109): 

 The new delivery system includes a Marine Terminal and Fuel Receiving Facility on the South Arm of the 
Fraser River and a 13-kilometre underground pipeline to YVR. The system will meet the fuel requirements of 
the airlines and airport for the next 60 to 100 years, and be constructed to modern building, seismic, fire, and 
environmental codes to achieve the highest level of safety and reliability. [Emphasis added.] 

(c) 

3.2 
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C. 2019 COST OF SERVICE 

4.0  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: 

 

 
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. 

  

Table 3 : Revenue Requirement Summary 20 

Sch 
Amount No. 

2019 Forecast 

Rate Base 4,989 2 

Allowed Rate of Return (%) 6.73% 8 

Operating Expenses 3,640 15 

Plant Depreciation and Arrortization 2,111 6 

Prmnsion for lncorre Taxes Payable 716 11 

Return on Rate Base 336 8 

llbrmalized Integrity Costs and Rate Case Costs 682 18, 19 

Re11enue Requirerrent (2019 Forecast) 7 485 

2020 to 2021 Revenue Requirement 
Annual Escalation Factor (1/) 2.00% 

Re11enue Requirerrent (2020 Forecast) 7,635 
Re11enue Requirerrent (2021 Forecast) 7,788 
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 Please discuss the appropriateness of escalating integrity costs and rate case costs by 
the inflation escalation factor annually. 

Response: 

The 2.00% annual escalation factor is an estimate of overall cost increases. It is not 
intended to suggest that each individual revenue requirement component will increase 
precisely by 2.00% annually, but rather, that the total revenue requirement will increase 
by approximately 2.00% annually. 

The 2019 revenue requirement is stated in 2019 dollars. Applying the 2.00% annual 
escalation ensures that the costs recovered by the rate mechanism in 2020 and 2021 
have equal value over time. KMJF expects the overall revenue requirements to increase 
each year consistent with the general rate of inflation. 

KMJF considers its proposed 2.00% escalation rate to be fair to both KMJF and its 
shippers and provides a simple measure of across the board cost pressures. KMJF did 
consider using multiple inflation assumptions (such as industry specific wage inflation), 
but decided a single Consumer Price Index (“CPI”)-based inflation assumption for the 
entire revenue requirement was fair and reasonable in the circumstances. 

In this regard, KMJF also considered and agrees with the following findings from the 
National Energy Board (“NEB” or “Board”) set out in its 2010 letter decision regarding 
revisions to the Base Case assumptions from NEB Decision RH-2-2008:18 

… In the Board’s view, there may be a role for two types of inflation 
assumptions: an industry-specific inflation for cost escalation and 
a general economy-wide inflation. However, at this time, the same 
value can be used for each type of inflation. 

The Board currently sees value in relying on the Bank of Canada’s 
inflation target to establish the long-term inflation to be used in the 
Base Case. To the extent that the Bank of Canada inflation target 
continues to meet the Board’s needs as an external benchmark, 
the Board will continue to give considerable weight to it in setting 
the inflation component of the Base Case. The Board will revise 
the inflation estimate when warranted, as discussed later in this 
report. 

For the Base Case, the Board has determined that the current 
inflation target set by the Bank of Canada of two per cent per year 
for expected long-term, inflation is appropriate. The Board notes 
that actual inflation may fall below or rise above two per cent in 
the short-term, but would be expected to trend towards two per 
cent over the long-term. [Emphasis added.] 

                                                
 
18  NEB Letter Decision re Revisions to Base Case Assumptions from RH-2-2008 - Abandonment Cost Estimates, p 

4. A copy of this decision is provided as Appendix BCUC-KMJF 11.5 hereto. 

4.1 
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4.1.1 Please explain how these costs are tied to inflationary increases. 

Response: 

Please see the response to BCUC 4.1. 

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

Response: 

Please see the response to BCUC 4.1. 

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

Response: 

Please see the response to BCUC 4.1. 

  

4.2 
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On page 22 of the Application, KMJF provides the 2019 forecast of operating expenses in the 
following table: 

 
 

Table 7: Summary of Operat ing Expenses27 

($000) 

2019 Sch 
Forecast No. 

Fuel & Pov.er $304 

Property Tax $153 

Direct Field 8<penses $1,825 16 

MG Costs $1,358 17 

Total Cperating 8<penses for Cost of Service $3,640 
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 Please provide details of KMJF’s actual operating expenses for the previous toll period from 2009 to 2018. 

Response: 

KMJF provides in the following table the historical operating expenses for the previous toll period from 2009 to 2018.19 

Table 4.3: Jet Fuel Line 2009-2018 Actual Operating Expenses 

 Year 
 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Cost Category ($) 

Fuel & Power 157,188 194,991 203,580 228,439 218,476 245,380 240,988 287,781 344,220 337,279 

Property Tax 149,726 149,768 154,831 161,464 167,896 177,785 173,978 171,996 158,243 148,270 

Direct Field 
Expenses 691,003 752,949 714,081 907,953 985,616 1,010,889 718,863 988,965 1,432,769 1,454,554 

A & G Allocation 919,577 1,076,967 1,327,924 1,507,182 1,949,026 2,316,124 2,033,551 2,727,243 2,999,867 1,970,120 

Total 1,917,494 2,174,675 2,400,416 2,805,038 3,321,014 3,750,178 3,167,380 4,175,985 4,935,099 3,910,223 

                                                
 
19  KMJF notes that while the period from January 1, 2010 to December 31, 2018 is the period for which the settlement tolls were in effect, the terms of the 

settlement agreement commenced on January 1, 2009. As noted in TMJ’s application for approval of the settlement tolls, dated December 7, 2009 (the “2009 
Settlement Application”), due to the timing of that toll filing and the impact on 2009, it was agreed by the parties that any shortfall in 2009 revenues would be 
collected from shippers in 2010. KMJF refers herein to the previous toll period covered by the settlement agreement, namely the period from January 1, 2009 
to December 31, 2018, as the “previous toll period.” 

4.3 

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

Response: 

KMJF’s Application presented 2019 forecast operating expense in the four following 
categories: (1) fuel and power; (2) property tax; (3) direct field expenses; and (4) A&G 
costs. KMJF discusses each in turn. 

Fuel and Power 

The basis for 2019 forecast fuel and power expense was developed by the Kinder Morgan 
Inc. (“Kinder Morgan”) fuel and power group. Fuel and power costs are driven by 
projected throughput on the system. To develop this projection, the fuel and power group 
evaluated projected electricity usage and projected electricity prices for 2019 assuming 
that throughput in 2019 remained at comparable levels to that in 2018. 

Property Tax Expense 

The 2019 forecast property expense was based on the actual tax bills for the full 2019 
year, which KMJF has paid in full. 

Direct Field Expenses 

The basis for 2019 forecast direct field expenses was based on KMJF’s projection for all 
of the activities that will be required to operate and maintain the pipeline, excluding 
integrity costs (which are discussed in the response to BCUC 4.5). Underlying details for 
the individual types of direct field expenses was included in the Application.20  

A&G Costs 

The basis for 2019 forecast A&G costs was annualized actual A&G costs incurred during 
the period January through April 2019. KMJF believes this level of annualized A&G costs 
is representative of total year allocations. 

  

                                                
 
20  See Ex. B-8, PDF p 55. 

4.4 
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On page 23 of the Application, KMJF provides the 2019-2021 forecast of integrity costs in the 
following table: 

 

Table 8: Normalized Integrity Costs28 

($000) 

2019 2020 2021 3-Year 
Forecast Forecast Forecast Total 

I LI Assessment - Parkland to Airport $345 $345 
Ill Digs (Estimate 8 Digs) $680 $680 
DOC Sur11ey $62 $62 
Dent Fatigue Analysis $50 $50 
KMAP (7 Days) $20 $20 
KMAP Digs (Esli.mated 3 @ $85k) $255 $255 
Ill Assessmenl(s) SheU to Btrnaby $0 
Ill Digs (Estimate 4 Digs) $0 
DOC Sur1iey $30 $30 
Dent Fatigue Analysis $0 
KMAP (Mnlmum Charge) $0 
KMAP Digs (Eslimaled 2 Digs) $0 
Ill Assessmenl(s) • Westridge IO EUerslie $0 
Ill Digs (Estimated 4 digs) $0 
DOC Sur1iey $30 $30 
Dent Fatigue Analysis $0 
KMAP (Minimum Charge) $0 
KMAP Digs (Eslimated 2 Digs) $0 
POOS/Risk/HCA $50 $50 $50 $150 
Total $1 ,350 $222 $50 $1,622 

3-Year Total Arratlzed o\'er 3 Years $541 
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 Please provide details of KMJF’s actual integrity costs in the format provided above for the previous toll period from 2009 to 
2018. 

Response: 

KMJF provides the details of actual Integrity Costs for the tolling period from 2009 to 2018 in the table below. 

Table 4.5: KMJF Actual Integrity Spending Summary 2010-2018 

 Year 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Description ($) 

ILI Inspection - Pipeline - - 78,000 157,158 - 56,257 - 160,200 286,245 30,544 
Studies, Risk Assessments, 
Management Plans, FIMP 7,571 15,000 27,000 1,081 13,333 13,047 48,485 16,738 8,572 5,196 

Field anomaly investigations 
(includes Capital Dig Estimate) 54,253 130,000 - 187,478 157,709 - - 74,716 773,820 154,497 

Natural Hazards, CP Program & 
Weld Re-certs - Field Work 31,866 106,000 65,000 60,946 297,867 171,358 129,501 154,242 95,693 60,038 

Tank Inspection (includes Capital) - - - 11,385 3,779 6,536 - 7,326 3,441 - 

Total 93,690 251,000 170,000 418,048 472,688 247,198 177,986 413,222 1,167,771 250,275 

 

4.5 
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 Please provide details of how KMJF has forecasted the Integrity Costs for the period from 
2019 to 2021 including rationale for any assumptions made. 

Response: 

KMJF forecasted the integrity Costs for the period from 2019 to 2021 based on the 
requirements to ensure compliance with CSA Z662: Oil & Gas Pipeline Systems (“CSA 
Z662”),21 Kinder Morgan Integrity Management Procedures and recommended industry 
practices. As a starting point, Kinder Morgan ensures that all of its pipelines are assessed 
at an interval of 5 years not to exceed 68 months. Each pipeline interval and selected 
assessment is determined based on the threats and risks identified for that pipeline. KMJF 
notes that the vast majority of the forecast in Table 8 was set for the year 2019 and this 
work has already occurred and costs incurred. 

  

                                                
 
21  The BC Oil & Gas Commission and the NEB both incorporate CSA Z662 in its entirety into their regulations. 
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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. 

 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. 

Response: 

As a prudent operator and the entity that would be held responsible if a leak were to occur, 
KMJF monitors and repairs its pipeline as is necessary to avoid, to the greatest extent 
possible, any leaks in the pipeline. KMJF performs assessments and remediation activities 
to ensure the pipeline is safe for operation, including compliance with CSA Z662, Kinder 
Morgan Integrity Management Procedures and recommended industry practices. As long 
as the pipeline is in operation, such monitoring and diligence is required. All the activity 
that KMJF has undertaken and is projecting is necessary to ensure the safe operation of 
the pipeline through 2021, which is the remaining economic life of the pipeline. 

  

4.7 
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 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. 

Response: 

KMJF provides shippers information on service disruptions that would affect KMJF’s ability 
to transport shippers’ product. However, KMJF endeavours to schedule pig runs and digs 
during natural down times, in which case no communication to shippers is required, as 
there is no disruption to shippers’ service required. Starting on January 15, 2019, KMJF 
notified its shippers of a pressure reduction from the Parkland Refinery to the Airport 
(YVR). This pressure reduction was in response to a finding from the data obtained during 
a scheduled ILI test in October 2018.  Please also see the response to BCUC 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. 

Response: 

Yes, as reflected in the response to BCUC 4.5, which provides a summary of the integrity 
spending on the Jet Fuel Line during the previous 2009-2018 toll period, KMJF undertook 
integrity assessments/digs with respect to the physical conditions of the pipeline. KMJF 
performed assessments and remediation activities during that toll period to ensure the 
pipeline is safe for operation, including compliance with CSA Z662. 

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

Response: 

The last study conducted during the previous 2009-2018 toll period was conducted 
in October 2018. Pursuant to this study, KMJF completed a scheduled ILI run and 
an Ultrasonic Crack Detection Tool Assessment.  KMJF relied on data from this 
study to determine required integrity assessment, including the need for digs.  The 
data reflects proprietary highly confidential information.  The report can be made 
available for visual inspection on a confidential basis if required.   

 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. 

Response: 

KMJF did not consider other alternatives to the integrity assessments other than those it 
listed in Table 8 of the Application. The Kinder Morgan Integrity Management Plan 
considers the specific threats and physical traits of each Kinder Morgan asset in 
developing the integrity plan and schedule. For example, for some other Kinder Morgan 
pipelines, Kinder Morgan will conduct Hydrostatic Testing as an alternative to In-Line-

4.8 

4.9 

4.10 
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Inspection and excavations (“ILI tool”). However, Kinder Morgan limits the use of 
Hydrostatic Testing to pipelines where it is physically unable to use the ILI tool, as the ILI 
tool is the superior assessment method over Hydrostatic Testing. The ILI is superior for 
many reasons. First, the data generated from the ILI tool provides a comprehensive 
assessment of the condition of the pipeline, as it not only verifies the current state of the 
pipeline but also provides additional information useful in the identification of anomalies 
that warrant further investigation. 

Second, Hydrostatic Testing has additional operational logistics as it requires the pipeline 
to be filled with water and can result in additional operational disruptions. Since the Jet 
Fuel Line does not have any physical limitation from using the ILI tool, the Kinder Morgan 
Integrity Costs reflect the use of the ILI tool. 

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. 

Response: 

Please see the response to BCUC 4.10. 
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 On page 24 of the Application, KMJF has provided its forecast rate case cost for 2019 of 
$425,000. Please provide details of how KMJF has forecast the 2019 rate case costs, 
including rationale for any assumptions made. 

Response: 

KMJF forecasts its 2019 rate case costs based on expected fees and expenses incurred 
by firms assisting it in this proceeding. The estimates were provided by the firms assisting 
KMJF in this proceeding. The specific forecast is included below. 

Table 4.11: Rate Case Costs 

Description Firm 
Cost Estimate 

($000) 

Abandonment Study ELM $62 

External Legal Counsel RLC $274 

Expert Ratemaking TWC $91 

Total  $427 

Total Included in Application 
(Rounded)  $425 

KMJF expects its rate case forecast may be underestimated. The estimate was made 
prior to the receipt of intervener information requests, and these information requests are 
significantly more voluminous than KMJF had anticipated in forecasting rate case costs. 

  

4.11 
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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 

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. 

 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. 

Response: 

Please see the response to BCUC 2.2. 

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

Response: 

Based on the public statements made by VAFFC, KMJF has not found it necessary 
to engage in additional discussions with VAFFC on this issue. Now that the project 
has received from the City of Richmond the final approval required to construct 
and operate the entire VAFD project,22 KMJF considers the VAFD project being 
delayed unlikely. 

As a threshold matter, rates beyond the requested three-year period are beyond 
the scope of this proceeding. Nevertheless, KMFJ would be willing to operate after 
the VAFD project enters service based on shipper interest, firm commitments and 
a reasonable opportunity to recover all of its costs and compensate KMJF for the 
risks and liabilities it assumes for continued operation of the line. The appropriate 
level of KMJF’s going-forward rates would have to be addressed at that time. 

  

                                                
 
22  A copy of the City of Richmond Council Minutes recording the passage by the City Council of the motion to approve 

the VAFD project is attached hereto as Appendix BCUC-KMJF 3.1-A (see PDF pp 12-15). 

5.1 
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 Please confirm whether KMJF uses International Financial Reporting Standards (IFRS) or 
other accounting/reporting standards to prepare its financial statements. 

Response: 

KMJF does not use International Financial Reporting Standards (IFRS) to prepare its 
financial statements. Rather, KMJF uses Generally Accepted Accounting Principles 
(GAAP) 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. 

Response: 

KMJF’s proposed depreciation rates follow the straight-line approach for 
depreciation, and this 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. 

Response: 

Since KMJF’s proposed depreciation rates will mostly or fully depreciate all assets 
by December 31, 2021, there is no need to report an asset impairment at this time. 

However, if KMJF’s proposed depreciation rates are not approved, and the assets 
will need to be depreciated over a longer period of time, KMJF will at that time 
need to determine if it will need to report an asset impairment.  KMJF’s expectation 
is that the BCUC would not seek to intentionally create an asset impairment 
situation. 

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

Response: 

At this time, KMJF does intend to abandon the KMJF pipeline system once the VAFD 
project is fully in service, given KMJF’s expectation that the Jet Fuel Line will not be 
economical to operate from that time. If there is expressed interest in continued 
transportation services by a shipper or shippers backed by adequate financial 
commitments, KMJF is open to shipper commitments that can make it economically 
rationale for KMJF to continue operations of the Jet Fuel Line, but unless significant 
volumes stay on the Jet Fuel Line, continued economically viable operation is unlikely.  
Please see the response to BCUC 2.2. 

5.2 

5.3 
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5.3.1 If yes, please confirm whether KMJF has provided such information to all its 
existing shippers. 

Response:  

KMJF believes all of its shippers are aware of this fact. 

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

Response:   

Please see the response to BCUC 5.3.  
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On page 19 of the Application, KMJF provides the following table: 

 
 

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

Response: 

The amount reflected in Table 5, column c, reflects the actual unamortized amount of cost 
of removal reported in KMJF’s accumulated depreciation accounting records as of 
December 31, 2018. The amount in Table 5, column h, reflects the forecasted annual 
amount required to fully amortize the cost of removal account over the revised remaining 
three-year economic life. 

KMJF has not forecasted any additional retirements or associated cost of removal 
amounts after December 31, 2018 prior to the ultimate abandonment of the Jet Fuel Line. 
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Further, in Appendix 1 to the previous toll application dated December 7, 2009, enclosed as 
Exhibit A2-1, KMJF provided the following table: 
 

 
 

 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. 

Response: 

The cost of removal amount shown above reflects the actual unamortized amount 
of cost of removal as of December 31, 2009. The amount reflected in the 
Application reported in Table 5: 2019 Depreciation Study, column c, reflects the 
actual unamortized amount of cost of removal as of December 31, 2018. The 
difference reflects cost of removal incurred from January 1, 2010 through 
December 31, 2018, less the amortization of cost of removal for that same time 
period.   

Appendix 1: Depreciation and Amortization rates 

Cab ulation of Depreciation and Amortization Rates to be effective Janua,y 1, 201 0 
($000) 
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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: 

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. 

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

Response: 

Please see below for a detailed breakdown of the forecasted capital addition for the valve 
relocation and tie-in project: 

Table 6.1: Cost Breakdown for Valve Relocation Project 

 

  

6.1 

A9W01 Proj ect Management - Int ern al 25000 

Cl AOl De.sign/ Con.s.u lt a nts 

UPI Engine,er ing 100000 

ln.sp.ecto:r 35000 

Nc:,rth em Ground ing 25000 

DlP'Ol M at erials 

Pipe Mat,erials 20000 

Consum al>le,s 3500 

El COl ConlStructio:n Co:ntractor.s 

W eld ers -AWS 30000 

Civ i I/Ea rthworlcs 350000 

Nit rog;enCo:nt ractor 15000 

NDE Contractor 5000 

Cat hodk Prot ection 2500 

Vac t rucks 5000 

E9W01 Int ern al Field Lal>or 

KM CCrew 15000 

sul>tot al 631000 

YOOOO Continge ncy 
10;, 63 100 

r I 
Grand Total 694 100 

t 
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 Please provide a detailed timeline of the project. 

Response: 

The project commenced the week of July 15, 2019 and was completed on August 1, 2019. 

 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. 

Response: 

KMJF provided a notice to its shippers regarding the project and anticipated service 
disruption.  

 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. 

Response: 

KMJF is required to undertake these capital additions in order to continue the operation of 
the pipeline over the next three years. Previously, the Jet Fuel Line had a valve that was 
located in the City of Richmond’s right-of-way. However, the City of Richmond transferred 
this property to a private developer for the development of the new International Trade 
Centre building. Because of the new International Trade Centre project, the existing 
above-ground valve needed to be removed in order to accommodate the construction of 
a new roadway adjacent to the new International Trade Centre building. The valve that 
was in the right-of-way is required pursuant to section 4.4.9 of CSA Z662,23 which requires 
KMJF to have valves on both sides of the river crossing. Therefore, in order for KMJF to 
continue operating the pipeline, it must relocate to the valve to ensure its continued 
compliance with CSA Z662. 

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

Response: 

KMJF cannot operate its system without this section of pipe, so its shippers directly benefit 
by receiving continued service from the KMJF system for its remaining economic life. 

  

                                                
 
23  CSA Z662: Oil & Gas Pipeline Systems. The BC Oil & Gas Commission and the NEB both incorporate CSA Z662 

in its entirety into their regulations.  

6.2 
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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. 

Response: 

KMJF’s shippers do directly benefit. Please see the responses to BCUC 6.4-6.5. 

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

Response: 

There were not alternatives available to KMJF as this valve replacement was required in 
order to comply with section 4.4.9 of CSA Z662 and allow for continued operation of the 
pipeline. 

 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. 

Response: 

Upon further investigation, KMJF now understands that TransMountain has an agreement 
with the developer of the International Trade Centre (“ITC”) that was in place prior to the 
sale by Kinder Morgan Canada of the TransMountain pipeline system to the Government 
of Canada. KMJF understands that the developer of the ITC has agreed to reimburse 
TransMountain (then owned by Kinder Morgan Canada) for the cost associated with the 
relocation of the valve.  Based on these facts, KMJF agrees that those costs should not 
be included in its annual revenue requirement for 2019 and has revised the Application 
accordingly.  

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

Response: 

At this time, KMJF does not have any additional capital projects forecasted during the test 
period for the Application (i.e., 2019-2021). 

  

6.6 
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In Schedule 4 of Appendix A of the Application, KMJF provides the following table: 

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

Response: 

Please see Appendix BCUC-KMJF 6.9-A hereto setting out actual capital 
additions made by KMJF (or its predecessor) from 2010 to 2018. 

Please see Appendix BCUC-KMJF 6.9-B hereto setting out actual 
retirements made by KMJF (or its predecessor) from 2010 to 2018. 

Schedule 4 

P' ant and Depreciation Activi y From 201 O through 2018 
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7.0 Reference:  2019 COST OF SERVICE, Exhibit B-8, Section III, p. 21; BCUC Order G-
47-1424, 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 
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. 

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

Response: 

As discussed in the Application, KMJF faces considerable business risk due to the VAFD 
project, including the loss of market demand for its services.25 Additionally, KMJF operates 
in a small service area and its customer base is not diverse (only three customers). 

FEI on the other hand, has a significantly larger customer base and does not face the real 
risk of becoming economically unviable as a result of competitive alternatives being 
constructed in its service area. Therefore, the business risks faced by KMJF are 
considerably greater than those of FEI. However, in an effort to minimize matters in 
controversy, KMJF did not seek approval of a risk premium above FEI in its Application. 

  

                                                
 
24  British Columbia Utilities Commission. Generic Cost of Capital Proceeding (Stage 2), Order G-47-14 and Decision 

dated March 25, 2014. 
25  Ex. B-8, PDF pp 23-24. 
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 Please confirm whether there was a ROE component included in the tolls recovered for 
the previous toll period from 2009 to 2018. 

Response: 

Not confirmed. 

7.2.1 If yes, please provide details of the same. 

Response: 

Not applicable. 

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

Response: 

The revenues collected for the previous toll period from 2009 to 2018 were based 
upon an agreed-to annual revenue amount. The agreed-to annual revenue amount 
was the result of a black-box settlement, and correspondingly, a specific ROE 
component was not identified in the agreed-to annual revenue amount. 

KMJF attaches as Appendix BCUC-KMJF 7.2 hereto the 2009 application by 
Trans Mountain (Jet Fuel) Inc. (“TMJ”) for approval of the settlement revenue 
requirements. As set out therein, the settlement agreement was based solely on 
specific revenue amounts and did not provide for a specific ROE component nor 
does it set out any other specific cost components. 

The prior settlement expired on December 31, 2018. Therefore, given that KMJF 
and stakeholders were unable to reach a negotiated settlement, to establish new 
tolls, KMJF was required to develop a cost of service study that quantifies KMJF’s 
current costs for providing fuel transportation services on the Jet Fuel System. A 
pipeline’s cost of service includes its cost of operation and maintenance as well as 
a reasonable return of and on capital. A return on capital includes both an equity 
and debt return, and correspondingly, it is appropriate to include a ROE component 
now as part of its cost of service. 

Please also see the response to BCUC 2.1. 

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

Response: 

In the absence of an approved debt/equity ratio, costs of debt data, and approved allowed 
rate of return, KMJF does not have the information required to provide the actual ROE 
earned by KMJF for 2009 to 2018. 

7.2 
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In any event, KMJF respectfully submits that the present Application requests approval of 
KMJF’s 2019 Forecast Revenue Requirement and 2020-2021 revenue requirements 
based on a fixed escalation factor. Determining an actual ROE during the previous 
settlement tolls is not relevant to assessing cost of service and a fair rate of return for the 
applied for period. 

More specifically, agreed-to settlement rates were charged during the 2009-2018 toll 
period and it would be inappropriate to set going-forward rates based on any assumptions 
about what was or was not recovered in prior “package deal black-box” settlement rates. 
As indicated in the response to BCUC 7.2, there was no specified ROE component in the 
settlement rates. 
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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 

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. 

 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. 

Response: 

Not confirmed. 

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

Response: 

As explained in KMJF’s response to BCUC 1.5 (round 1) filed January 11, 2019, 
the 2.5 percent per year is the revenue requirement escalator that KMJF, its 
shippers, and VAFFC previously agreed to as part of the 2009-2018 settlement 
revenue requirements (for tolls during the previous 2009-2018 tolling period).26 

                                                
 
26  Ex. B-3, PDF p 7 of 8. 
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TMJ’s application for approval of settlement tolls27 provides no additional 
information regarding the specific rationale for the 2.5 percent escalation factor 
agreed to by the parties to the settlement. 

In its response to BCUC 1.5 (round 1), KMJF provided its view at that time for why 
it considered a 2.5% escalation factor to be fair and reasonable. KMJF continues 
to believe that such an escalation factor would be fair and reasonable on a go-
forward basis. However, in an effort to minimize the number of inputs at issue in 
the context of its request for cost of service-based tolls in the present proceeding, 
KMJF is requesting a 2% escalation factor, which is consistent with the Bank of 
Canada’s interest rate policy and thus should be the minimum that the BCUC 
considers to be fair and reasonable for the 2019-2021 three-year toll period. 

Please also see the response to BCUC 4.1. 

 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. 

Response: 

The tolling methodology proposed by KMJF is consistent with the total revenue 
requirement methodology (the cost allocation tolling methodology) approved by Order P-
5-09. Specifically, the tolling methodology is set out in section 15.3.1 of Tariff No. 39 as 
follows: 

 
  

                                                
 
27  Attached hereto as Appendix BCUC-KMJF 7.2. 

8.2 

15.3. l The annual revenues, as set om in Table I, divided by twelve (12) less month ly re enues coUected under Rule 
15.2 ("net monthly revenue. ") all divided by actual volumes delivered to the Vancouver International Airport (the 

denominator) and rnul1jplied by shippers share of actual olumes delivered 10 the Vancouver International 
Ajrport ("shippers olu mes"). 

Sample formula = nee monthly revenues 
actual volumes delivered 

• sh ippers ,,o]urnes 
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 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. 

Response: 

Please see the response to BCUC 8.1.1. 

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. 

Response: 

Table 8.3.1: Comparison of Alternative Escalation Factors28 

 

Applied for 
2.00% Escalation 

Factor 

2.50% Escalation 
Factor Difference 

 
($000) 

2019 Revenue 
Requirement 7,150 7,150 0 

2020 Revenue 
Requirement 7,293 7,329 36 

2021 Revenue 
Requirement 7,439 7,512 73 

                                                
 
28  KMJF notes these values will be reflected in the amended application setting out the updated 2019 Forecasted 

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

Response:  

Please see the responses to BCUC 8.1.1 and 8.4.2. 

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

Response: 

Please see the response to BCUC 8.1.1. 

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

Response: 

Please see the response to BCUC 4.1. 

  

8.4 
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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: 
 

 
 
  

15.3. 1 The annual re enues, as set our in Table 1, divided by twelve ( 12) less month ly revenues collected under Rule 
15.2 ("net monthly reven11es") all divided by actual volumes deli ered to the Vancouver International Airport (the 

denominator) and mu.lt ipl ied by shippers share of actual vo lumes deljvered to !he Vancouver In ternational 
Airport ("shippers olumes"). 

Sample formula = 

Receipt Point 

Shel I Rail F acilily 

Parkland Refinery 

Westridge Marine 

Terminal (Air 

Canada 

controlled storage 

capac~y) 

Total 

Throughput per annum ,(m") 

net monthly revenues • shippers volumes 
actual vo lumes delivered 

Annual Volumes by Receipt Po int (m' ) 

2014 
Actual 

918,323 

80,348 

398,400 

703,386 

1,182 ,134 

2015 
Actual 

891,598 

2016 
Actual 

1,044,824 

2017 
Actual 

1,218,497 

% Split 

7% 

33% 

60% 

100% 

2018 
Actual1 

1,182,241 

5-Yilar 
Average 

1,051 ,097 
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 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. 

Response: 

Table 8.5-A below provides a monthly breakdown of monthly revenues and assumes that 
the percentage volume split is the same for each month in 2019. The 2019 Forecast 
Revenue Requirement and 2019 annual contribution for abandonment costs are 
presented separately. The abandonment surcharge is proposed to be collected in addition 
to the annual revenue requirement. 

Table 8.5-A: 2019 Revenue Requirement Breakdown by Shipper29 

2019 Forecast Revenue Requirement ($000)   $7,150  
Divide Annual Amount by Months in a Year   12  
2019 Forecast Revenue Requirement ($000), Monthly Amount $596  
          
  Shell Parkland Air Canada Total 
% Split 6.8% 33.7% 59.5% 100.0% 
Jan-19 $40  $201  $355  $596  
Feb-19 $40  $201  $355  $596  
Mar-19 $40  $201  $355  $596  
Apr-19 $40  $201  $355  $596  
May-19 $40  $201  $355  $596  
Jun-19 $40  $201  $355  $596  
Jul-19 $40  $201  $355  $596  
Aug-19 $40  $201  $355  $596  
Sep-19 $40  $201  $355  $596  
Oct-19 $40  $201  $355  $596  
Nov-19 $40  $201  $355  $596  
Dec-19 $40  $201  $355  $596  
Total $486  $2,410  $4,254  $7,150  

 
 
 
  

                                                
 
29  KMJF notes these values will be reflected in the amended application setting out the updated 2019 Forecasted 

Revenue Requirement.   

8.5 
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Table 8.5-B below provides a monthly breakdown of monthly abandonment surcharge 
by shipper and assumes that the percentage volume split is the same each month in 
2019. 

Table 8.5-B: 2019 Abandonment Surcharge Breakdown by Shipper30 

Annual Contribution for Abandonment Costs 
($000)   $4,102  
Divide Annual Amount by Months in a Year   12  
Annual Contribution for Abandonment Costs ($000), Monthly 
Amount $342  
          
  Shell Parkland Air Canada Total 
% Split 6.8% 33.7% 59.5% 100.0% 
Jan-19 $23  $115  $203  $342  
Feb-19 $23  $115  $203  $342  
Mar-19 $23  $115  $203  $342  
Apr-19 $23  $115  $203  $342  
May-19 $23  $115  $203  $342  
Jun-19 $23  $115  $203  $342  
Jul-19 $23  $115  $203  $342  
Aug-19 $23  $115  $203  $342  
Sep-19 $23  $115  $203  $342  
Oct-19 $23  $115  $203  $342  
Nov-19 $23  $115  $203  $342  
Dec-19 $23  $115  $203  $342  
Total $279  $1,383  $2,441  $4,102  

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

Response: 

The toll and surcharge to be paid by shippers is effectively calculated and charged 
per m3 of throughput each month. 

As discussed in the Application, KMJF requested 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. Specifically, 1/12th of 
the revenue requirement and the abandonment surcharge will be collected each 

                                                
 
30  KMJF notes these values will be reflected in the amended application setting out the updated 2019 Forecasted 

Revenue Requirement.   
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month, and each shipper will pay its share of the monthly revenue requirement and 
abandonment surcharge based on its share of volumes (m3) delivered that month. 

An illustration of this is included in Table 8.5-B above. 

 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. 

Response: 

There is no impact on the 2019 revenue requirement.  The monthly revenues to be 
collected by KMJF are not impacted by changes in throughput.  If volumes decrease in a 
given month, all else equal, the per m3 toll realized by a shipper increases, and if the 
volumes increase, all else equal, the per m3 toll realized by a shipper decreases. As 
discussed in response to BCUC 8.5, this is consistent with the existing annual revenue 
requirement cost allocation tolling methodology approved by the Commission in Order P-
5-09, issued December 16, 2009. 

  

8.6 
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9.0 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. 

  

Table 3: Revenue Requirement Summary'° 

Sch 
Amount No. 

2019 Forecast 

Rate Base 4 ,989 2 

Alk:Med Rate of Return(% ) 6.73% 8 

Operating Expenses 3,640 15 

Plant Depreciation and Arrortization 2,111 6 

Provision for Income Taxes Payable 716 11 

Return on Rate Base 336 8 

Normai zed Integrity Costs and Rate Case Costs 682 18, 19 

Re\oeflue Requirement (2019 Forecast) 7,485 

2020 to 2021 Revenue Requirement 
Annual Escalation Factor (1/] 2.00% 

Re\oeflue Requirement (2020 Forecast) 7,635 
Re\oeflue Requirement (2021 Forecast) 7,788 

[1/] The 2.00% escalation factor is consistent v,Hh the Bank of Canada continuing poi cy of 

actively adjusting its poicy interest rate, as appropriate, in order to achieve a 2% target rate of 
inflation for the period from 2016 to 2021 . 
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On page 28 of the Application, KMJF provides the following table: 

 
 

 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. 

Response: 

Please see the responses to BCUC 8.5 and 8.6. 

  

9.1 

KMJF's proposed collection mechanism is summarized in Table 10 below: 

Table 10: Abandonment Cost Collection Mechanlsm31 

ComPtJtatlon of Annual Contribution Amount 

SleP 1: PrCMde total cost estimated for abandonment 
Line 1 Abandonment cost estimate s 5,746 
Slee 2: Conwrt to future valUe rLe_ cost estimaled in future vear dollars\ 
Line 2 Inflation rate 11/l 2_00% 
Line 3 Collection oeriod 3 

Line 4 
Future value of abandonment cost estimate 
" Line 1 • (1 + Line 2}u •• • s 6,097 

SleP 3: Caloulate after-tax rate of relUm 
Line 5 RelUrn on funds collected r211 3_50% 
Line 6 i=,..,enses 1311 0-40% 
Line 7 Tax Rate 27_00"/4 

Line 8 
Afler-tax rate of return 
" (1 • Line 7} • (Line 5. Line 6} 2_26% 

SleP 4: r;orroute Annual Contribution Ann.1nt 

Line 9 
Annual Contribution 

" /Line 4 • Line 8 l / 1( 1 + Line 8\u.. 3 • 11 I $000) s 1.987 

(1/] The 2.00% escalation factor Is consistent v.ilh lhe Bank of Canada continuing policy of actively adjusting its 
polcy l.nteresl rate, as appropriate, In order to achieve a 2% target rate of Inflation for lhe period from 2016 to 2021 _ 

(2/] The assumption for lhe return on funds collected Is consistent I'll th prior National Energy Board discussion, In 
v.hlch lhe Board staled !hat It "Is ol lhe 'dew !hat the rate of return on funds collecled for lhe Base Case shoukl be 
based on a conservative, low-risk portfolo v.ith a goal of capital preservation. Given this lliew, the Board has 
deternined 1hal lhe yield from Government of Canada marketable bonds Is an appropriate proxy for !hat portfolio . Oller 
1he past decade, lhese marketable bonds have averaged 1.4 to 1.5 per cent above lhe rate of Inflation. Given 1he 2 per 
oent Inflation rate discussed ln section 2 above, lhe Board has decided that 3_5 per cenl Is 1he appropriate pre-tax rate 
of return to be used for the Base Case." KMJF considers the 3.5% Return on Funds Collecled to be a reasonable 
assu!ll>tion at this point for estimating lhe amual amount or abandonment funds to be collecled lhrough 1he Collection 
Mechanism. 

(3/] KMIF proposes to Include an adjustment of 40 basis points to estimate anticipated expenses associated w th the 
Investment of abandonment funds and management of the abandonment funds trust. For example, the lndependen~ 
lhlrd-party management or lhe abandonment fund l'llll give rise to Investment management lees and the management 
ol lhe trust v.im give rise to custody/trustee fees_ 
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 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. 

Response: 

KMJF’s has consistently viewed the appropriate test period for its application for tolls from 
2019 to the end of the Jet Fuel Line’s economic life to be tied to the timing of the VAFD 
project entering service. 

KMJF has considered different economic life estimates as it has become aware of certain 
information and as new information has become available regarding the status of the 
VAFD project. 

As the timing of the VAFD project has become clearer, as verified based on public 
information and final required approvals being obtained by VAFFC, three years aligns with 
the current statements by the VAFFC regarding the in service date of the VAFD project. 
As discussed, KMJF remains open to discussions with shippers regarding firm shipping 
commitments beyond the 3-year (2019-2021) tolling period (i.e., the test period of the 
present Application). 

KMJF proposes recovering its return of capital and abandonment costs over the time 
period that it reasonably expects to be the remaining time for which it will be economically 
viable for KMJF to operate the Jet Fuel Line. As discussed in the Application, KMJF 
expects that once the VAFD project commences operations, the Jet Fuel Line will become 
economically unviable.  Please also see the response to BCUC 2.2.  For this reason, the 
expected economic life of the pipeline was forecast to be three years from January 1, 
2019, based on an expectation that the VAFD project will commence operations by late 
2021. Once KMJF ceases operations (or once all shippers cease using the Jet Fuel Line), 
KMJF will have no opportunity to collect revenues from its shippers. 

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

Response: 

Please see the response to BCUC 9.2. 

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

Response: 

Please see the response to BCUC 9.2. 

  

9.2 
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 Please discuss whether the proposed toll increase could constitute “rate shock” in this 
situation. 

Response: 

KMJF does not consider that its proposed toll increase would constitute rate shock. 

KMJF notes that the 2018 agreed-to annual revenue level in the prior settlement was 
$6,937,586, whereas KMJF’s proposed 2019 Forecast Revenue Requirement is 
$7,150,000. This represents an increase of about $212,000, or a 3.1% increase in the 
2019 forecasted revenue requirement from the 2018 settlement-based revenue 
requirement. KMJF does not believe that this constitutes “rate shock,” as KMJF 
understands that “rate shock” may occur if the increase is greater than 10 percent. KMJF 
also sought to mitigate volatility in rates to the extent possible via the proposed 
normalization treatment of integrity and rate case costs (i.e. amortize over three years),31 
given that the majority of these costs will actually be incurred in 2019. 

As discussed in response to BCUC 8.5, the effective toll paid by a shipper in a given month 
is entirely dependent on that shipper’s throughput in comparison to the throughput of the 
other shippers in that month. 

Impact of Abandonment Surcharge 

KMJF considers that comparing 2018 to 2019 (including the abandonment surcharge) 
would not be an apples-to-apples comparison, as the 2018 revenue requirement did not 
include any amount for abandonment costs. 

The proposed separate abandonment surcharge is being established to collect future 
costs that have not previously been collected from shippers and is proposed to be 
maintained in a separate, interest-bearing escrow account.  From KMJF’s perspective, it 
must be assessed on a stand-alone basis. 

TMJ’s (KMJF’s predecessor) previous request to collect abandonment costs was opposed 
by shippers (and VAFFC) and ultimately denied by the BCUC at the time. In June 2007, 
TMJ filed as part of its Tolls & Accelerated Depreciation Application to the BCUC a 
depreciation study for proposed depreciation rates to be effective January 1, 2008.32 In 
that depreciation study, TMJ sought approval to amortize abandonment costs (negative 
salvage) over 5 years and to establish a trust fund for collected abandonment costs. 

                                                
 
31  See e.g. BCUC Order G-132-16, Appendix A: Reasons for Decision, p 11. 
32  Gannett Fleming, Depreciation Study Calculated Annual Depreciation Accrual Rates Applicable To Plant In Service 

as of December 31, 2007, filed as Appendix F to 2007-06-05 TMJ Tolls & Accelerated Depreciation Application, 
Ex. B-1 (the “2008 Depreciation Study”). 

 

9.3 
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However, the BCUC denied that abandonment collection and set-aside proposal in its 
entirety, finding that it was premature at that time.33 

In its 2010 Depreciation Study filed as part of its toll settlement application, TMJ did not 
include any abandonment costs, consistent with BCUC Order P-3-08 and as agreed-to by 
the parties to the settlement.34 

KMJF is now seeking recovery of abandonment costs, none of which have previously been 
recovered.  

KMJF currently does not have the right to collect abandonment costs from shippers to 
cover these costs after it ceases to operate the Jet Fuel Line (expected to happen once 
the VAFD project enters service).  In addition, KMJF believes that it is more equitable to 
spread these legitimate costs out over several years versus burdening the last shipper(s) 
with the entire abandonment costs.  For these reasons, KMJF is requesting recovery of 
these costs over a three-year period from the current shippers, who have been the primary 
shippers on the Jet Fuel Line. 

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

Response: 

Please see the response to BCUC 9.3. 

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). 

Response: 

As discussed in response to BCUC 8.5., the effective toll paid by a shipper 
in a given month is entirely dependent on that shipper’s throughput in 
comparison to the throughput of the other shippers in that month. 

KMJF notes that comparing 2018 to 2019 (including the abandonment 
surcharge) would not be an apples-to-apples comparison, as the 2018 
revenue requirement did not include any amount for abandonment costs. 

                                                
 
33  See BCUC Order P-3-08 and Reasons for Decision, Appendix A: Reasons for Decision, p 12 & 14. 
34  Filed on the record of this proceeding by BCUC staff as Ex. A2-1, PDF p 2. 
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Therefore, KMJF responds to this request by separately stating the total 
revenue requirement toll and the abandonment surcharge amounts. 

Because it is being requested, KMJF is also providing a combined revenue 
requirement and abandonment surcharge line item. However, as indicated 
above, the inclusion of an abandonment surcharge is not representative of 
an increase in an existing cost category, but the introduction of a whole 
new set of costs that are distinct and separate from the basis for the annual 
revenue requirement. Assuming each shipper transports a consistent 
share of total throughput, the impact to each shipper will be the same as 
the total impact. 

Table 9.3.2: Comparison of 2018 to Proposed 2019 Tolls35 

    2019 2019 
  2018 Interim Toll Permanent Toll 
Description Actual Application Application 
        
Revenue Requirement ($000) $6,938  $7,111  $7,150  
Percent Increase from 2018 Actual   2.5% 3.1% 
Percent Increase from Interim Toll Application     0.5% 
        
Abandonment Surcharge ($000) $0  $0  $4,102  
Percent Increase from 2018 Actual   na na 
Percent Increase from Interim Toll Application     na 
        
Combined Rev. Req. and Aband. Sur. ($000) $6,938  $7,111  $11,252  
Percent Increase from 2018 Actual   2.5% 62.2% 
Percent Increase from Interim Toll Application     58.2% 

  

                                                
 
35  KMJF notes these values will be reflected in the amended application setting out the updated 2019 Forecasted 

Revenue Requirement.   
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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 

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. 

Preamble to Responses to 10.1 to 10.10: 

Updated Site-specific ELM Abandonment Cost Estimate Report 

KMJF retained Environmental Liability Management Inc. (“ELM”) to provide an 
abandonment cost estimate for the Jet Fuel Line. On June 7, 2019, KMJF filed a 
preliminary abandonment cost estimate (“ACE”) report prepared by ELM (the 
“Preliminary Report”) as Appendix E36 to KMJF’s 2019-2021 toll application (the 
“Application”).37 

KMJF notes the following from its Application with respect to the Preliminary Report:38 

ELM is in the process of completing an in-person inspection of the facilities and 
acquiring additional input from landowners, municipalities and regulators as to any 
specific removal requirements. ELM expects to complete this process by the end 
of July, 2019. ELM will, if required, update the 2019 ELM Abandonment Cost Study 
upon completion of these steps. 

As further discussed in KMJF’s August 16, 2019 filing39 (the “ACE Update Letter”), ELM 
has completed these site-specific assessments and based on the information and data 
obtained during that process, prepared an updated, final ACE report. KMJF therefore filed 
the final ACE report prepared by ELM based on ELM’s site-specific assessment of the 
estimated costs to safely and effectively abandon the Jet Fuel Line at the end of its 
economic life (the “Final ELM Report”).40 

                                                
 
36  Ex. B-8, PDF pp 124-139. 
37  Ex. B-8. 
38  Ex. B-8, PDF pp 26-27. 
39  Ex B-10. 
40  Ex B-10, PDF pp 1-2. 
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KMJF’s responses below are based on the Final ELM Report, which replaces the 
previously filed Preliminary Report.  

To ensure fairness, KMJF will propose further process providing the BCUC and 
interveners an opportunity to ask information requests specifically regarding the Final ELM 
Report. 

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

Response: 

The above reference is from NEB Decision MH-001-2012, Appendix IV, Table A-3: Unit 
Costs for Abandonment Activities, pp 74-77, included as Appendix A to the ELM study. 
Additional discussion regarding abandonment costs relevant to Appendix IV are provided 
in Chapters 2, 3, 4, 5, and 6 of Decision MH-001-2012 at pp 5-70, a copy of which is 
attached as Appendix BCUC-KMJF 10.1 hereto. 

 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. 

Response: 

The NEB Base Case provides for an assumed cost for Engineering and Project 
Management costs41 based on a 20 percent factor to be applied to sections 2, 3a, 4, 5 and 
6 for small diameter pipelines less than 50km in length. A factor of 25 percent has been 
applied in this case due to the site-specific urban setting and the current regulatory 
environment in British Columbia. The NEB Base Case assumptions standards, including 
the 20 percent factor for Engineering and Project Management Costs, are generally based 
on a rural environment and ELM determined that applying a factor of 25 percent takes into 
account the additional risks and cost associated with an urban environment. 

As ELM explains in its Final ELM Report, preliminary discussions with the cities of Burnaby 
and Richmond lead it to believe that there could be significant additional time and effort 
required to complete tasks in the Engineering & Project Management category including: 
land use study; depth of cover survey; regulatory & stakeholder consultations; and surface 
land agreements. Therefore, ELM determined that applying a 25 percent factor was 
appropriate. 

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

                                                
 
41  Includes: Regulatory, legal, and finance support, stakeholder consultation, planning detailed engineering, 

environmental studies, engineering, construction management and cost control. 

10.1 

10.2 

10.3 
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Response: 

It is incorrect to say that KMJF has used only high-end cost estimates for the cost of 
abandonment.  Please see the Final ELM Report.  Where ELM relies on the NEB Base 
Case assumptions, ELM selected the high-end of these cost ranges prescribed by NEB in 
most cases due to the urban setting and logistics involved with mobilization of services in 
and through the cities of Burnaby and Richmond. ELM considers that even at the high-
end of the NEB Base Case assumptions for abandonment costs, the resulting 
abandonment cost estimates for the Jet Fuel Line are conservative given the complexity 
of the urban geography in which it is situated. 

For instance, inquiries with local vendors have revealed higher than industry average 
rates. Many of the specialized services required for the abandonment of the pipeline are 
not readily available to access the locations where the Jet Fuel Line is located. Therefore, 
the abandonment is expected to involve significant additional costs associated with the 
mobilization of these specialized services. 

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

Response: 

KMJF has not produced low, medium, and high estimates based on NEB Base Case 
assumptions. 

As discussed above, the Final ELM Report provides the most detailed and pipeline-
specific abandonment cost estimate for the Jet Fuel Line.  Based on ELM’s site-specific 
assessment, ELM found that the Preliminary Report provided an unreasonably low 
abandonment cost estimate for the Jet Fuel Line to reasonably ensure sufficient 
abandonment funds will be available at the end of the Jet Fuel Line’s economic life. 

KMJF proposes that, following the completion of the physical decommissioning and 
abandonment of the Jet Fuel Line, the relevant party42 will refund any surplus to shippers 

                                                
 
42  With respect to a potential surplus remaining after abandonment activities have been completed, in NEB Decision 

MH-001-2013, p 31, the Board set out the following requirements for abandonment trusts:  
All companies’ trust agreements must allow the trustee to decide the person or persons among the class of 
beneficiaries, or an orphan pipeline fund, able to receive any surplus or portion thereof. Before disbursing the 
funds, the trustee must obtain Board approval. This approach achieves certainty because it clarifies which 
persons are eligible to receive surplus. It does not, however, guarantee that any particular pipeline company 
would be the recipient. This reduces the incentive to over-collect. 

KMJF’s requested trust mechanism would be based on establishing an environmental trust compliant with the 
indicative terms outlined in Appendix F of the Application (the “Indicative Trust Terms”), as applicable, taking into 
account the Jet Fuel Line is regulated by the BCUC and the OGC.  Section 9 of the Indicative Trust Terms provides 
as follows:  

9. Surplus 
The Trustee has the discretion to distribute any surplus, or any part of the surplus, existing after all 
Reclamation Obligations are discharged among the class of beneficiaries or to an orphan pipeline fund. 

10.4 
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or bill shippers for any shortfall based on the difference between the estimated 
abandonment costs collected and the actual cost incurred for abandonment, which will 
become known at that time. KMJF proposes that the true-up amount be refunded to or 
collected from shippers based on volumes each shipper shipped during the total period 
during which the abandonment cost surcharge was collected.  

KMJF submits that by approving an abandonment surcharge now based on the estimated 
abandonment costs set out in the Final ELM Report, the BCUC can ensure that any true-
up at the time of abandonment will be minimal. 

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. 

Response: 

All else equal, higher abandonment cost estimates would result in a proportionately 
higher abandonment surcharge and vice-versa. 
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In Appendix E, ELM provides the following table: 

 

On pages 3-4 of Appendix A of Appendix E, ELM provides the following table: 

 

 
  

4 

Sa 

Sb 

6 
6a. 

Project Phase Cost Description Value Unit 

4. Specia l Treatment Cut & fil l at road, rail, utility and r iver crossings. $90,000 $45,000/site 

Broad Catee.on• 
Special treatment 

Pipeline Removal 
Pipeline Removal 
and backfilling 

Pipeline Removal -
land restoration 

Bruad Calci:.11rv 

Amended Table A-3 
Table A-3 Base Case Cost Definition Grid 

Method Mav Include 
A+ n/a 

n/a R 

n/a R 

Unti l possible future clari fi cation from the NEB on any 
differences between defaull handling at river crossings and a1 
other crossings, use the low end of 'cut, cap and fill' range 
orovided for road, ra il and uti litv crossine.s. 
Cut, cap and fill with cellular material at crossings - road, 
rail, uli lity.9 

Other environmentally sensitive areas. Further study is 
needed on 1ypes of environmentally sensitive areas, 
appropriate treatment and costs. 

Remove impediments and topsoil stripping, excavation, 
culling and capping of pipelines, culling of pipeline sections 
and removal to stockpi le, loading and hauling of removed 
lines, disposa l of lines, coating and associated fac ilities, 
backfill , compaction. 
Mobilization and demobilization may funher increase costs, 
particularly for remote areas. 

Restoration, reclamation and remediation of contamination, 
fencing and clean-up, soil decompaction, re-vegetation, 
insoection of removal activities.1 ' 

Amended Table A-3 
Table A-3 Base Can c,,.1 Definition Grid 

Method Mav Include 

December 20 JO 
Estimated Cost Factor Value /20IO CS\ 

....... l'ip<, .dia111e1er ..... .. : .. ... ... . ~rn_all .'. ..... ~ .edj_~rn.L .......... 4rs e. 
Unit cost per crossing of uti lily corridor · 

--------- ------ ------ --- - -- ----- ---- --------- ----- ~--- --------- ------ -
Range L .. ~!'!~,i ..... ;3.0,QQQ .; .... J~.~.QQQ.; ....... J?Q,~ . 

: Hi•h : S45 000 : $60 000 : $85 000 
Until further study is done, a placeholder unit cost of $50,000 per 
km of envi ronmen1ally sensitive area may be used for all pipe 
diameters. 

Cost applicable where pipe removed. Apply I 00% of the unit cost 
for the fi rst pipe and 25% of the un it cost for subsequen t pipe, 
owned by the same company.., in the.same ditch.10 .• , •••••••••••• 

Diameter of largest : : : 

............. .PiP.~.i.n.?.i.t!'h.L ..... ... ~.'l!~ll.: ..... ~ .~ .i11!". l. 
. Unit cost per ki lometre of pipe . ........ . 

: Low : S100,000 : 
Range : ····.···· ' · ····· · ·· ····· ··· '· 

: high : S250,000 : 

$300,'ooo : 

$800,000 : 

$450,000 

$900,000 

Costs to restore simpler terrain are assumed to be already included 
in averages for Sa above, rough or mountainous terrain may add a 
fun her 10-15% to costs est imated for cateeorv 5a 

Dt= mher 20 10 
E>timakd Co:,t Factor Value' (lOIO CS) 

Abon,C.nmntl Facilities 

Purgi •• and cleaning pipin and fabrications. 6 (a) and (b) appli(-..ble to all : Rong_e $ l"'r unit c:xccl'I a.s noted 
Sitt: retlama.tion, {remediation ofcont:u:aination, re- .... abovi:-gound facil ities.. . . __ r······· .. ·To~: r ·········· . ........ i-i}sh:~ 

All above ground A R 

contouri"ll, repl3cemcnt llf tc,psoil, re-w,getation}. Block ,,o]ve assemblies : 15,000 : $55,000 
This includes restoration ofland as clost a, pC>ssible to the Meter station ( •as) : s 50,000 : 250,000 
surroundi.nu Land 1.., 
Excludes the value of any above- •round facilities that may be Meter station (oil) - l S 50,000 1 500,000 

$alva~ed and re-used. Maintenance Base \ 50,000 1 Could b< salvagoc 
1-=-+=-...,-----,---+-,--l-=--+=---cc-c-,---,-,--,--,-,-.,-...,---,---,--------I··· ·_ ................ . ··· · ···· · ···· r1· 11 ············ ···· .•·· · ···············--····· ·· 

61, Portions remo,,ed n!a R Demolition (as applicable), haul material away Compressor suu,on per mw i Under 5mlf', u$e up to $400,000 
Removal of associated undersround lilllh. Applicable to .'1atiom of j fo r over 5m If', ust up 10 S 120,000 

·iiu.;;i,"si:i~o~·•1···· · ······· .. ···· ,·· ···· 'ioii,ooo·,·········· ··si:Soo.iioo· 
1-6c.,-·--+P=-o-r1'"'i_o_ns'"'l,..e"fi.,.in- p'"'l:a_ce_· -+-A--+n/-,-a-;...,Stt=-·-un""·n_s_an_y_fll=-ci""li"ti,..es....,..lc"f1'"'i-n-p-,-la-o-t .--,(N.,.o- t-a-p-p,..,lic-ca""b1"e-,-a-, '"'a1"'1--1· Other focil itie,·rr ·········· · ·· · '·· .. ··· ··········· ' ··························· 

abo,,e ground to be removed) Reclamation 16 

Continsency Contingency allowances are influenced by m3ny factor.; , Appl iccable l<l estim3les nowins from cc,;;t 
including the qual ity of the project cost estimate. Companies facto"' 2, 3a, 4 , 5(a&b) and 6. 
usi n • the Ba.,e Case Unit Costs should appl a contingency 
factor as shown, as each of the indi ,•idual Uni t Cost estimates 
has considmble uncertainty in its estimation. 

approximately 
25¾ 
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 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. 

Response: 

As discussed in the Final ELM Report, based on its on-site inspection of the Jet Fuel Line, 
ELM determined there were two types of water crossings (bored and suspended), and 
three crossings in total: 

• North Arm Fraser River (KM 21.9 – Byrne Road & Fraser Park Drive; KM 22.6 – 
River Road);  

• Middle Arm Fraser River (KM 32.6 – River Road & W Road; KM 33.1 – Airport 
Road); and 

• M 11.7 Brunette River (suspended crossing under Trans‐Canada Highway). 

Fraser River Crossings 

The two Fraser River water crossings are bored under the Fraser River in separate 
locations. 

In the Final ELM Report, ELM only applies the $45,000/crossing under the special 
treatment cost category to the two crossings of the Fraser River, as shown below: 

Project Phase Cost Description Value Unit NEB Low 
Range 

NEB High 
Range 

4. Special Treatment Brunette River 
crossing $0 $0 $30,000 $45,000 

Two crossings of the 
Fraser River: Cut, cap 
and fill with cellular 
material. 

$90,000 $45,000/crossing $30,000 $45,000 

For the two crossings under the Fraser River, ELM determined that the $45,000/crossing 
is reasonable due to the urban setting of the Jet Fuel Line. ELM anticipates higher costs 
for this work as a result of logistical challenges, such as limited availability of local 
equipment, materials and services, long turn-around times to waste disposal facilities, 
higher than industry average fees for waste disposal. 

Brunette River Crossing 

The other Jet Fuel Line water crossing is suspended over the Brunette River, strapped to 
the underside of the Trans Canada Highway. For the above-ground suspended pipe over 
the Brunette River, ELM concluded that abandonment would involve removal of the pipe 
from the bridge, with relatively low cost, as no known environmental complexities exist in 
the area.  For the Brunette River crossing, ELM did not expect there would be any 

10.5 
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additional costs to decommission beyond those included in in section 6.h of the Final ELM 
Report (above-ground facilities). 

These section 6 (above-ground facilities) costs are discussed further in the responses to 
BCUC 10.9 and 10.9.1. 

 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. 

Response: 

The NEB Base Case assumptions assume restoration costs are already included only with 
respect to pipeline removal and backfilling (Category 5a) in terrain that is not rough or 
mountainous.  The 10 percent provision in the Preliminary Report was an adjustment to 
recognize that the terrain likely varied from the underlying NEB Base Case assumptions.   

Based on its site-specific assessment, the Final ELM Report considers that the 15 percent 
adder for rough and mountainous terrain provides a minimum conservative estimate for 
the additional costs resulting from the Jet Fuel Line’s urban setting and is more appropriate 
than the ten percent previously proposed. 

 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.” 

Response: 

Please see the response to BCUC 10.7.1. 

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

Response: 

In both the Preliminary Report and the Final ELM Report, ELM uses the additional 
provision for rough and mountainous terrain as a proxy for the urban setting. ELM 
anticipates similar logistical challenges, such as limited availability of local 
equipment, materials and services, long turn-around times to waste disposal 
facilities, and higher than industry average fees for waste disposal. 

In addition to the similar logistical issues to rough and mountainous terrain, urban 
settings also have heightened security requirements due to the urban setting and 
current regulatory environment which further support higher abandonment cost 
estimates. 

  

10.6 

10.7 
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On page 8 of Appendix E, ELM provides the following table: 

 
 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. 

Response: 

Confirmed. The terms ‘block valve sites’ and ‘block valve assemblies’ are used 
interchangeably. 

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

Response: 

Upon completion of the on-site inspection of the Jet Fuel Line system, ELM now 
anticipates a cost of $95,481 to decommission each block valve site. Each block 
valve site includes an underground caisson comprised of approx. 68 tonnes of 
concrete. ELM anticipates 24m3 of waste fluid (hydrovac slurry and wash fluids) to 
be disposed of at Tervita’s Langley facility. Each caisson site will require 
approximately 36m3 of backfill material, topsoil, seeding, and vegetation 
monitoring. Each block valve / caisson site will likely require five days to complete. 
Services required include: line locators; hydrovac; one-ton tool truck; one-ton 
picker truck; two-man labour crew; excavator c/w thumb; excavator c/w breaker; 
68 tonnes concrete disposal; 24m3 waste fluid disposal; and approximately 36m3 
backfill material. 

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

Response: 

Not applicable. 

  

Project Phase Co.st Descri pti on Value Unit 

6. A!bove-~round Fadlit ies a. Decommiss ion 10 Block Valve Sites $S50,000 $S5,000/site 

b. De-commission at two Wate r Cro.ssings $100,000 $S0,000/site 

c. Rest oration at Above-g round Facili t ies $97,500 1S% of above 

10.8 
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 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. 

Response: 

KMJF confirms that the $100,000 costs for decommissioning at water crossings were not 
also included in the special treatment category of the Preliminary Report or in the Final 
ELM Report. 

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

Response: 

Fraser River Crossings 

$90,000 ($45,000/crossing) Special Treatment allocation covers the costs of 
cutting the risers on each side of the river, filling the pipeline at the two water 
crossings with cellular cement or other acceptable material, and cutting and 
plugging the pipe on each side of the river. 

In addition to the Special Treatment costs associated with the two crossings of the 
Fraser River, upon completion of the on-site inspection of the Jet Fuel Line system, 
ELM now anticipates a cost of $25,520 to decommission each riser site associated 
with a water crossing. Each riser site will likely require one day to complete, 
assuming no weather delays. Services required include: line locators; hydrovac; 
one-ton tool truck; one-ton picker truck; two-man labour crew; excavator c/w 
thumb; waste disposal; and approximately 10m3 backfill material. The total above-
ground facilities decommissioning cost estimate for the two Fraser River crossings 
is $172,041 (three riser sites @ $25,520 and one caisson site at $95,481).43 

Brunette River Crossing 

The total site-specific cost estimate for the decommissioning of the Burnette River 
Crossing is included in section 6(h) of the Final ELM Report. No special treatment 
costs are applied to this crossing. 

  

                                                
 
43 These estimates are addressed in the Final ELM Report at Section 6: Above-Ground Facilities. 

10.9 
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10.9.2 If not confirmed, please confirm the total decommissioning cost estimate for the 
two water crossings. 

Response: 

Not applicable.   

 Do any of the decommissioned facilities have any salvage value? Please discuss. 

Response 

Please see the response to BCUC 10.10.2. 

  

10.10 
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10.10.1 How would any potential salvage value affect the total cost of abandonment 
estimate? Please elaborate. 

Response: 

Please see the response to BCUC 10.10.2. 

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. 

Response: 

The salvage value of the Jet Fuel Line, if any, would be limited to credit for steel 
salvage at the KMJF Airport Terminal. For all other sites, ELM assumed that the 
net salvage value of steel would be zero due to the limited volume of steel at each 
site.  

Because the net salvage value for the KMJF Airport Terminal is included in the 
abandonment cost estimate for the decommissioning of this facility, its impact is 
already included in the abandonment cost toll surcharge requested by KMJF in the 
Application. 

At the YVR terminal, ELM anticipates 145 tonnes of scrap steel. Credit allowed for 
prepared steel at Surrey is $130/tonne. The total credit under these assumptions 
would be $18,850. KMJF notes that steel disposal costs are included in the 
abandonment cost estimate for the KMJF Airport Terminal as part of Section 6(e): 
Above-Ground Facilities - KMJF Airport Terminal.44   

ELM does not believe that any additional salvage value would be applicable given 
the pipeline’s location and dedicated purpose. For surplus equipment, ELM 
assessed very limited salvage given the very limited pool of potential customers.  

  

                                                
 
44  See Ex-B-10, PDF p 18 (ELM reports a site-specific cost estimate for Decommission at KMJF Airport Terminal in 

the amount of $1,110,758. This amount includes the net steel salvage value of 18,850). 
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11.0 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[d] 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: 

2019 Forecast 

Rate Base 

Aliovl'ed Rate of Return(%) 

Operating El<penses 

Plant Depreciation and Arrortization 

Provision for Income Taxes Payable 

Return on Rate Base 

Normalized Integrity Costs and Rate Case Costs 

Revenue Requirement (2019 Forecast) 

2020 to 2021 Revenue Requirement 
Annual Escalation Factor (1/) 

Revenue Requirement (2020 Forecast) 
Revenue Requirement (2021 Forecast) 

Amount 

4,989 

6.73% 

3,640 

2,111 

716 

336 

682 

7,485 

2.00% 

7,635 
7,788 
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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. 

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

Response: 

Confirmed. 

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

Response: 

Not confirmed. 

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

Response: 

Not applicable. 

Computation of Annual Contribution Amount 

Steo 1: Provide total cost estimated for abandonrrent 
Line 1 Abandonment cost estimate $ 5,746 
Steo 2: Convert to future value (I.e. cost estimated in future vear dollars) 
Line 2 Inflation rate f1 /l 2.00% 
Line 3 Collection oeriod 3 

Future value of abandonment cost estimate 
Line 4 = Line 1 • 11 + Line 2l ' ln• 3 $ 6 097 
Steo 3: Calculate after-lax rate of return 
Line 5 Return on funds collected w I 3.50% 
Line 6 FXI')Fllnses r:vi 0.40% 
Line 7 Tax Rate 27.00% 

Line 8 
After-lax rate of return 
= 11 - Linen • /Line 5 - Line 61 2.26% 

Steo 4: Cormute Annual Contribution Amount 
Annual Contribution 

Line 9 = /Line 4 • Line 8 l / 111 + Line sf'•• 3 - 111$0001 $ 1,987 

11.1 

11.2 
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11.2.2 If not confirmed, why are the abandonment costs not included in the total revenue 
requirements? 

Response: 

Abandonment costs are to be collected as a separate surcharge (i.e., the 
abandonment surcharge is in addition to and separate from the total revenue 
requirement), and therefore those costs were not included in the total revenue 
requirement. The abandonment costs are not included in the total revenue 
requirement because it is assumed that they would need to be separately tracked 
and accounted for. From KMJF’s perspective, having them be a separate line item 
on an invoice in the form of a surcharge amount is the most efficient way to account 
for and audit the abandonment amounts. 

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

Response: 

Please see the responses to BCUC 8.5 and 8.5.1. 

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

Response: 

This surcharge will be collected in addition to the annual revenue requirement. Please see 
the response to BCUC 8.5 for an explanation of how this surcharge would be collected. 

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

Response: 

KMJF attaches hereto as Appendix BCUC-KMJF 11.5 the NEB Letter to all NEB-
regulated pipelines regarding revisions to the preliminary Base Case assumptions from 
Decision RH-2-2008. The above reference is at p 17 of the letter under the heading What 
Rate to Use. 

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

Response: 

KMJF believes that Government of Canada marketable bonds with a maturity of 1-
3 years, 3-5 years, and possibly 5-10 years can be used as an approximate proxy 
for the portfolio. KMJF notes that the yields are generally comparable for each set 
of maturities. 

11.3 

11.4 

11.5 
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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. 

Response: 

While conservative, KMJF believes that the yield of 1.4 to 1.5 percent above 
inflation is still generally applicable based on the applicable yields over the past 5 
years. The current yield for Government of Canada marketable bonds with a 
maturity of 1-3 years is 1.51%, with an average yield of 1.10% over the past five 
years. The current yield for Government of Canada marketable bonds with a 
maturity of 3-5 years is 1.41%, with an average yield of 1.25% over the past five 
years. The current yield for Government of Canada marketable bonds with a 
maturity of 5-10 years is 1.47%, with an average yield of 1.55% over the past five 
years. 

The applicable bond yields for 2014 to June 2019 are set out in the following table, 
which is the longest time period for data that KMJF was able to obtain from the 
Bank of Canada database.45 

  

                                                
 
45  Data Source: <https://www.bankofcanada.ca/rates/interest-rates/lookup-bond-yields>. 

https://www.bankofcanada.ca/rates/interest-rates/lookup-bond-yields
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Table 11.5.2: Government of Canada Marketable Bond Yields (2014-2019) 

 

Monthly series: 2014-07 - 2019-06
V122558 = Government of Canada marketable bonds - average yield - 1-3 year
V122485 = Government of Canada marketable bonds - average yield - 3-5 year
V122486 = Government of Canada marketable bonds - average yield - 5-10 year

1-3 Year Maturity 3-5 Year Maturity 5-10 Year Maturity
2019-06 1.51 1.41 1.47
2019-05 1.57 1.48 1.51
2019-04 1.55 1.5 1.59
2019-03 1.47 1.44 1.49
2019-02 1.78 1.79 1.86
2019-01 1.81 1.82 1.88
2018-12 1.9 1.93 1.96
2018-11 2.19 2.26 2.3
2018-10 2.29 2.41 2.47
2018-09 2.18 2.29 2.39
2018-08 2.11 2.2 2.29
2018-07 2.02 2.16 2.25
2018-06 1.77 1.9 2.02
2018-05 1.88 2.07 2.19
2018-04 1.88 2.12 2.3
2018-03 1.79 1.97 2.07
2018-02 1.74 1.94 2.14
2018-01 1.79 2.01 2.21
2017-12 1.64 1.77 1.92
2017-11 1.41 1.57 1.77
2017-10 1.44 1.62 1.9
2017-09 1.57 1.73 2.02
2017-08 1.22 1.39 1.68
2017-07 1.27 1.5 1.8
2017-06 1.05 1.23 1.48
2017-05 0.69 0.85 1.11
2017-04 0.72 0.94 1.27
2017-03 0.73 0.97 1.37
2017-02 0.75 1.02 1.42
2017-01 0.76 1.08 1.55
2016-12 0.76 1.06 1.5
2016-11 0.69 0.92 1.35
2016-10 0.56 0.62 0.94
2016-09 0.51 0.54 0.81
2016-08 0.57 0.6 0.82
2016-07 0.57 0.62 0.86
2016-06 0.54 0.6 0.89
2016-05 0.63 0.72 1.04
2016-04 0.67 0.8 1.18
2016-03 0.53 0.6 0.99
2016-02 0.49 0.53 0.89
2016-01 0.43 0.51 0.97
2015-12 0.48 0.63 1.14
2015-11 0.62 0.8 1.33
2015-10 0.54 0.7 1.23
2015-09 0.52 0.68 1.22
2015-08 0.4 0.53 1.13
2015-07 0.45 0.58 1.22
2015-06 0.59 0.8 1.5
2015-05 0.64 0.76 1.29
2015-04 0.67 0.8 1.25
2015-03 0.49 0.59 0.99
2015-02 0.46 0.53 0.95
2015-01 0.46 0.57 0.98
2014-12 1 1.21 1.57
2014-11 1.02 1.32 1.71
2014-10 1.05 1.43 1.83
2014-09 1.13 1.52 1.97
2014-08 1.09 1.35 1.75
2014-07 1.09 1.42 1.89



Kinder Morgan Canada (Jet Fuel) Inc. (“KMJF”) Submission Date: August 22, 
2019 

Project # 1598984 - 2019 Tariff Filing Page 68 of 72 

Response to British Columbia Utilities Commission (“BCUC”) 
Information Request No. 2  

 

 

00099584.18 00099584.18  

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

Response: 

The following graph displays the relevant bond yields over the last five years 
(2014-2019), which was the time period for data that KMJF was able to obtain from 
the Bank of Canada database. This graph is based on the same yields included in 
the table provided in response to 11.5.2. above. 

Figure 11.5.3: Government of Canada Marketable Bonds - Average Yield 
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 Please provide evidence that an adjustment of 40 basis is typical of fund management 
costs. 

Response: 

Kinder Morgan confirms that, based on its experience with two of its other pipelines with 
similar abandonment cost trusts, 40 basis points is consistent with the actual management 
fees typically charged to such a fund on an annual basis to actively manage such a fund. 

For example, 40 basis points is the same rate used by Kinder Morgan Utopia Ltd. for its 
Utopia Pipeline regulated by the NEB.46 For that fee, the trust fund would receive 
Investment Management Services, Custodian/Trustee Services, and Independent 
Auditing Services, all of which benefit the shippers.   

 

                                                
 
See e.g. Ex. A93065-1 (A6G0U4), Kinder Morgan Utopia Ltd. Response to OF-AF-ACE 01, NEB Group 2 ACE Filing:

 
 

11.6 

KINDER MORGAN UTOPIA LTD. 

Annual Contribution Amount {ACA) 

(units as shown) 

Computation of Annual Contribution Amount 

Step 1. Provide total oost estimated for abandonment 

Line 1 Abandonment oost estimate in dollars in base year ( Canadian 2018 dollars. $000 ) 

Step 2 Convert to future value {i.e. oost estimated in future year dollars) 

Line 2 lnfiation rate 

Line 3 Years remaining in Collection Period 

Line 4 
Years elapsed between year of oost estimate and current date {e.g. 4 years 
if cost estimate in 201 0 dollars and oontribution commences in 2015) 

Line 5 
Number of years from cost estimate date to end of Collection Period 
= Line 3 + Line 4 

Future value of abandonment oost estimate {Le. cost estimated in fu ture 

Line 6 year dollars) 

= Line 1 • (1 + Line 2f••• 5 ($000) 

Step 3 Calculation company-specific after-tax rate of return on funds oollected 

Line 7 Pre-tax rate of return on funds oollected 

Line 8 Adjustment for variable trustee expenses and investment management fees 

Line 9 Company-specific tax rate on investment income 

Line 10 
After-tax rate of return on funds oollected 
= (1 - Line 9) • {Line 7 - Line 8) 

Step 4 Compute Annual Contribution Amount 

Line 11 
Annual Contribution Amount, before fixed trustee expense adjustment 

= (Line 6 • Line 10 ) I [(1 + Line 10)Line 3 - 1] ($000 ) 

$ 1,104 

2.00% 

21 

0 

21 

$ 1,673 

3.50% 

0.40% 

27.00% 

2.26% 

$ 63 
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 Please discuss if there are any benefit to shippers in the fund being managed. 

Response: 

Proper management of the abandonment fund is required to provide a reasonable 
opportunity to realize the assumed 3.5% return on funds collected for estimating the 
annual amount of abandonment funds to be collected through the collection mechanism. 

Management of the funds provides a direct benefit to shippers as the assumed return on 
funds results in a lower amount having to be collected from shippers each year, all else 
equal. 

Custodian/trustee services and independent auditing services provide benefits to shippers 
and the public, including essential trust administration services such as having an 
independent person tracking, verifying, and auditing the receipts into and out of the trust 
fund. 

11.7.1 If no benefits to ratepayers are identified, should this cost be borne by shippers? 
Please discuss. 

Response: 

There are benefits to ratepayers.  Please see the response to BCUC 11.7. 

 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. 

Response: 

KMJF proposes that, following the completion of the physical decommissioning and 
abandonment of the Jet Fuel Line, the relevant party47 will refund any surplus to shippers 
or bill shippers for any shortfall based on the difference between the estimated 
abandonment costs collected and the actual cost incurred for abandonment, which will 

                                                
 
47  With respect to a potential surplus remaining after abandonment activities have been completed, in NEB Decision 

MH-001-2013, p 31, the Board set out the following requirements for abandonment trusts:  
All companies’ trust agreements must allow the trustee to decide the person or persons among the class of 
beneficiaries, or an orphan pipeline fund, able to receive any surplus or portion thereof. Before disbursing the 
funds, the trustee must obtain Board approval. This approach achieves certainty because it clarifies which 
persons are eligible to receive surplus. It does not, however, guarantee that any particular pipeline company 
would be the recipient. This reduces the incentive to over-collect. 

KMJF’s requested trust mechanism would be based on establishing an environmental trust compliant with the 
indicative terms outlined in Appendix F of the Application (the “Indicative Trust Terms”), as applicable, taking into 
account the Jet Fuel Line is regulated by the BCUC and the OGC.  Section 9 of the Indicative Trust Terms provides 
as follows:  

9. Surplus 
The Trustee has the discretion to distribute any surplus, or any part of the surplus, existing after all 
Reclamation Obligations are discharged among the class of beneficiaries or to an orphan pipeline fund. 

11.7 

11.8 



Kinder Morgan Canada (Jet Fuel) Inc. (“KMJF”) Submission Date: August 22, 
2019 

Project # 1598984 - 2019 Tariff Filing Page 71 of 72 

Response to British Columbia Utilities Commission (“BCUC”) 
Information Request No. 2  

 

 

00099584.18 00099584.18  

become known at that time. KMJF proposes that the true-up amount be refunded to or 
collected from shippers based on the volumes each shipper shipped during the total period 
during which the abandonment cost surcharge was collected.  

KMJF submits that by approving an abandonment surcharge now based on the estimated 
abandonment costs set out in the Final ELM Report, the BCUC can ensure that any true-
up at the time of abandonment will be minimal. 

Please also see the response to BCUC 10.4. 

 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. 

Response: 

Once the estimated abandonment costs are recovered over the three-year period, absent 
a change in the total estimated abandonment cost, KMJF expects that if the Jet Fuel Line 
continued to operate post-2021, it would no longer need to continue collecting the 
abandonment surcharge. 

KMJF notes that there are unlikely to be delays in the start-up of the VAFD project given 
that the VAFD project has received final approval from the City of Richmond.48 

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

Response: 

No. 

11.10.1 If not, why not? 

Response: 

ARO is an accounting requirement to ensure investors are aware of liabilities 
related to asset retirement. An ARO liability is reported when a reasonable 
estimate of the fair value of the legal obligation can be made. 

An ARO is a liability resulting from a legal obligation to retire or decommission a 
plant asset. KMJF is required to operate and maintain the Jet Fuel Line, and 
intends to do so, as long as supply and demand exist, which KMJF expects to be 
inclusive of the 2019-2021 tolling period. 

                                                
 
48  A copy of the City of Richmond Council Minutes recording the passage by the City Council of the motion to approve 

the VAFD project is attached to the response to BCUC 3.1 as Appendix BCUC-KMJF 3.1-A (see PDF pp 12-15). 

11 .9 

11.10 
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Therefore, KMJF is not currently able to reasonably estimate the ARO for the Jet 
Fuel Line assets because these assets have indeterminate lives, particularly 
pending the BCUC’s decision in the present proceeding. 

11.10.2 How does an ARO relate to the abandonment cost estimate, if at all? Please 
elaborate. 

Response: 

ARO does not relate to the abandonment cost estimate proposed by KMJF in 
the present Application because KMJF has not recorded an ARO on its balance 
sheet. 

While it is premature to report an ARO for accounting purposes, it is not 
premature to implement KMJF’s proposed abandonment surcharge for 
ratemaking purposes. 

KMJF further notes the NEB’s findings that any future expenses arising from the 
recognition of an abandonment liability, including ARO expenses, were not 
recoverable from shippers.49 Recovery of these expenses from shippers would 
result in double collection if they were already contributing funds to a trust for 
pipeline abandonment. 50 Net trust assets presented on the pipeline company’s 
financials should not be included in a pipeline’s rate base for purposes of the rate 
of return calculation, among other things.51 

To the extent that KMJF is required to book ARO obligations as they arise, KMJF 
will not propose to include them in its rate base should the BCUC approve its 
proposed abandonment cost estimate, collection method, and set-aside 
mechanism. 

                                                
 
49  NEB Reasons for Decision MH-001-2013, p 28 (PDF 46). 
50  NEB Reasons for Decision MH-001-2013, p 28 (PDF 46). 
51  NEB Reasons for Decision MH-001-2013, p 28 (PDF 46). 
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Place: 

Present: 

City of 
Richmond 

Regular Council 

Monday, July 22, 2019 

Council Chambers 
Richmond City Hall 

Mayor Malcolm D. Brodie 
Councillor Chak Au 
Councillor Carol Day 
Councillor Kelly Greene 
Councillor Alexa Loo 
Councillor Bill McNulty 
Councillor Linda McPhail 
Councillor Harold Steves 
Councillor Michael Wolfe 

Corporate Officer - David Weber 

Minutes 

Call to Order: Mayor Brodie called the meeting to order at 7:00 p.m. 

RES NO. ITEM 

R19/13-l 

6240409 

MINUTES 

1. It was moved and seconded 
That: 

(]) the minutes of the Regular Council meeting held on July 8, 2019, be 
adopted as circulated; 

(2) the Metro Vancouver 'Board in Brief' dated June 28, 2019, be 
received for information; and 

1. 
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City of 
Richmond Minutes 

R19/13-2 

Regular Council 
Monday, July 22, 2019 

(3) the minutes of the Regular Council meeting for Public Hearings held 
on July 15, 2019, be adopted as circulated. 

CARRIED 

AGENDA ADDITIONS & DELETIONS 

It was moved and seconded 
(1) That Item No. 8 "Single-Use Plastic and Other Items Bylaw and 

Implementation Plans," be removed from the Consent Agenda, and 
that Part (6) and (7) be added to the recommendation; and 

(2) That "Road Closure and Removal of Road Dedication Bylaw 
No. 10038 (Road Adjacent to 8671, 8691, 8711 & 8731 Spires Road) 
and Disposition of the Closed Road Areas in Relation to 
RZ 17-79030," be added to the agenda as Item No. 13A. 

CARRIED 

PRESENTATION 

Chad Paulin, Manager, Environment, presented the Environmental Managers 
Association of BC Award for the City's work updating the non-stormwater 
discharge approval process. 

COMMITTEE OF THE WHOLE 

R19/13-3 2. It was moved and seconded 
That Council resolve into Committee of the Whole to hear delegations on 
agenda items (7:04 p.m.). 

CARRIED 

2. 
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City of 
Richmond Minutes 

Regular Council 
Monday, July 22, 2019 

3. Delegations from the floor on Agenda items 

Item No. 8 - Single-Use Plastic and Other Items Bylaw and Implementation 
Plans 

Richard Synnott, representing Layfield Plastics, was not in favour of the 
proposed bylaw and suggested that the City examine all factors when 
considering restrictions in the distribution of single-use plastic products. He 
added that new technologies are improving the use and recapture of plastics 
and that potential alternatives, such as paper products, may not provide a 
significant marginal environmental benefit compared to plastic products. 

Item No. 8 - Single-Use Plastic and Other Items Bylaw and Implementation 
Plans 

Craig Foster, representing the Canadian Plastics Industry Association, spoke 
against the proposed bylaw, noting that plastic recycling participation rates in 
BC is high and that the proposed restrictions will negatively impact local 
businesses. He added that recapturing systems can be improved and that 
plastic substitutes may negatively impact the environment and generate a 
larger carbon footprint compared to plastic products. 

Item No. 8 - Single-Use Plastic and Other Items Bylaw and Implementation 
Plans 

Rick Everest, Sustainability Director for CKF Inc., spoke in opposition to the 
proposed bylaw, and expressed that alternative plastic products have a larger 
carbon footprint compared to plastic products and that recycling systems can 
be improved to recapture plastics. He added that a proposed restriction would 
negatively impact local businesses. 

Item No. 19 - Vancouver Airport Fuel Delivery Project 

Lorraine Bell, Richmond resident, was in opposition to the proposed project, 
and expressed concern with regard to the potential damage to the Fraser River 
ecosystem and negative impact to climate change. She encouraged that the 
City take additional action to oppose the proposed project. 

3. 
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City of 
Richmond Minutes 

Regular Council 
Monday, July 22, 2019 

Item No. 19 - Vancouver Airport Fuel Delivery Project 

Eyvonne Bell, Richmond resident, spoke against the proposed project, noting 
that a fuel facility would increase tanker traffic and negatively impact the 
Fraser River. She added that the proposed agreement is insufficient and 
encouraged that the City take action to halt the proposed project. 

Item No. 19 - Vancouver Airport Fuel Delivery Project 

Nancy Trant, Richmond resident, was opposed to the proposed project and 
expressed that such a pipeline and fuel facility can cause environmental 
damage to the Fraser River and contribute to climate change. 

Rl9/13-4 4. It was moved and seconded 

R19/13-5 

That Committee rise and report (7:36 p.m.). 

CARRIED 

CONSENT AGENDA 

5. It was moved and seconded 
That Items No. 6 and No. 7 and Items No. 9 to No. 18 be adopted by general 
consent. 

CARRIED 

6. COMMITTEE MINUTES 

That the minutes of: 

(1) the Community Safety Committee meeting held on July 9, 2019; 

(2) the General Purposes Committee meeting held on July 15, 2019; 

(3) the Planning Committee meeting held on July 16, 2019; 

(4) the Public Works and Transportation Committee meeting held on 
July 17, 2019; and 

4. 
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City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

(5) the Parks, Recreation and Cultural Services Committee meeting held 
on July 17, 2019; 

be received for information. 

ADOPTED ON CONSENT 

7. RICHMOND FIRE-RESCUE MONTHLY ACTIVITY REPORT-MAY 
2019 
(File Ref. No. 09-5375-03) (REDMS No. 6204511) 

(1) That the staff report titled "Richmond Fire-Rescue Monthly Activity 
Report - May 2019", dated June 10, 2019, from the Fire Chief, 
Richmond Fire-Rescue, be received for information; and 

(2) That staff be directed to install signage near waterfront locations 
advising that there are no fires permitted anywhere in Richmond. 

ADOPTED ON CONSENT 

8. SINGLE-USE PLASTIC AND OTHER ITEMS BYLAW AND 
IMPLEMENTATION PLANS 
(File Ref. No. Xr: 10-6125-06-02; 12-8060-20-010000/010063/10064) (REDMS No. 6213867 v. 7; 
6197835;6198746;6198761;6236695) 

Please see Page 10 for action on this item. 

9. ANIMAL SHELTER GUIDING PRINCIPLES, BUILDING AND 
PROGRAM OPTIONS, AND SITE 
(File Ref. No. 06-2055-20-12) (REDMS No. 6152282 v. 49; 6190058; 6188968; 6197497) 

(1) That the Animal Shelter Guiding Principles, as described in the staff 
report titled "Animal Shelter Guiding Principles, Building and 
Program Options, and Site" dated June 14, 2019, from the Director, 
Recreation and Sport Services and the Acting Director, Facilities be 
endorsed; 

(2) That Building and Program Option 2, as described in the staff report 
titled "Animal Shelter Guiding Principles, Building and Program 
Options, and Site" dated June 14, 2019, from the Director, Recreation 
and Sport Services and the Acting Director, Facilities be approved; 
and 

5. 



Appendix BCUC-KMJF 3.1-A: 2019-07-22 - City of Richmond Council Minutes (VAFD Approval)

 
 

PDF p 6 of 19

City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

(3) That the site located at 12071 No. 5 Road, as described in the staff 
report titled "Animal Shelter Guiding Principles, Building and 
Program Options, and Site" dated June 14, 2019, from the Director, 
Recreation and Sport Services and the Acting Director, Facilities be 
approved. 

ADOPTED ON CONSENT 

10. INTERGOVERNMENTAL WORKING GROUP RE: SMALL 
BUSINESSES AND PROPERTY TAX 
(File Ref. No. 03-0925-10-0 I) (RED MS No. 6232858) 

(1) That Council support the recommendations provided by the 
Intergovernmental Working Group of Metro Vancouver; and 

(2) That a letter be sent from the Mayor's office to the Premier of the 
Province of BC, advising of this support. 

ADOPTED ON CONSENT 

11. HOUSING NEEDS AND CO-LOCATION OPPORTUNITIES 
(File Ref. No. 08-4057-05) (REDMS No. 5993517 v. 13A) 

That staff be directed to work within the existing policy framework to 
analyze the co-location of affordable housing for seniors and other priority 
groups identified in the Affordable Housing Strategy 2017-2027 in 
conjunction with future City projects as they arise on a case-by-case basis 
as described in the report titled "Housing Needs and Co-Location 
Opportunities", dated June 26, 2019 from the Director, Community Social 
Development. 

ADOPTED ON CONSENT 

6. 
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City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

12. REVISED REZONING CONS.ID ERA TIO NS FOR THE 
APPLICATION BY BENE (NO. 3) ROAD DEVELOPMENT LTD. FOR 
REZONING OF THE PROPERTY AT 4700 NO. 3 ROAD FROM THE 
"AUTO-ORIENTED COMMERCIAL (CA)" ZONE TO A NEW "HIGH 
RISE OFFICE COMMERCIAL (ZC44) - ABERDEEN VILLAGE" 
ZONE 
(File Ref. No. 12-8060-20-009216; RZ 14-672055) (REDMS No. 6219995; 5630259) 

That the rezoning considerations associated with Richmond Zoning Bylaw 
8500, Amendment Bylaw 9216,for the creation of a new "High Rise Office 
Commercial (ZC44) -Aberdeen Village" zone and for the rezoning of 4700 
No. 3 Road from the "Auto-Oriented Commercial (CA)" zone to the new 
"High Rise Office Commercial (ZC44) -Aberdeen Village" zone, be revised 
to change the rezoning consideration from prohibiting subdivision 
(including stratification and/or air space parcels) of office space within the 
proposed building to limiting the subdivision of office space to no more than 
one strata lot or one air space parcel per storey. 

ADOPTED ON CONSENT 

13. APPLICATION BY SPIRES ROAD DEVELOPMENT HOLDINGS 
LTD. FOR REZONING AT 8671, 8691, 8711 AND 8731 SPIRES ROAD 
AND THE SURPLUS PORTION OF THE SPIRES ROAD AND COOK 
CRESCENT ROAD ALLOWANCE FROM "SINGLE DETACHED 
(RSl/E)" ZONE TO "PARKING STRUCTURE TOWNHOUSES 
(RTP4)" ZONE 
(File Ref. No. 12-8060-20-010058; RZ 17-790301) (RED MS No. 6126892 v. 3; 6210551) 

That Richmond Zoning Bylaw 8500, Amendment Bylaw 10058, for the 
rezoning of 8671, 8691, 8711 and 8731 Spires Road and the surplus portion 
of the Spires Road and Cook Crescent road allowance from the "Single 
Detached (RSl/E)" zone to "Parking Structure Townhouses (RTP4)" zone, 
be introduced and given first reading. 

ADOPTED ON CONSENT 

7. 
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City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

13A. ROAD CLOSURE AND REMOVAL OF ROAD DEDICATION 
BYLAW NO. 10038 (ROAD ADJACENT TO 8671, 8691, 8711 & 8731 
SPIRES ROAD) AND DISPOSITION OF THE CLOSED ROAD 
AREAS IN RELATION TO RZ 17-790301 
(File Ref. No. 12-8060-20-010038; 06-2290-20-173) (REDMS No. 6203844; 6216577) 

(1) Road Closure and Removal of Road Dedication Bylaw No. 10038 
(Road Adjacent to 8671, 8691, 8711 & 8731 Spires Road ) be 
introduced and given 1st, 2nd and 3rd readings; 

(2) The required notice of road closure and disposition of the closed road 
be advertised prior to final adoption; 

(3) Staff be authorized to file a certifying statement executed by the 
Corporate Officer at Land Title Office cancelling the right of 
resumption in the closed road pursuant to the Resumption of 
Highways Regulation; 

(4) Staff be authorized to take all necessary steps to raise title to the road 
closure areas totalling ±237.4 sq. m. (±2,555 sq.ft.) and transfer them 
to Spires Road Development Holdings Ltd. or its designate for 
$725,000 plus applicable taxes; and 

(5) Staff be authorized to take all necessary steps to complete all matters 
as contained in the report titled "Road Closure and Removal of Road 
Dedication Bylaw No. 10038 (Road Adjacent to Road Adjacent to 
8671, 8691, 8711 & 8731 Spires Road) and Disposition of the Closed 
road Areas in relation to RZ 17-790301" dated July 12, 2019 
including authorizing the Chief Administrative Officer and the 
General Manager, Finance and Corporate Services to negotiate and 
execute all documentation required to effect the transaction, 
including executing all required Land Title Office documentation. 

ADOPTED ON CONSENT 

8. 
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City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

14. APPLICATION BY DESIGN WORK GROUP LTD. FOR REZONING 
AT 11480 AND 11500 RAILWAY AVENUE FROM THE "SINGLE 
DETACHED (RSl/E)" ZONE TO THE "ARTERIAL ROAD TWO
UNIT DWELLINGS (RDA)" ZONE 
(File Ref. No. 12-8060-20-010060; RZ 17-771371) (REDMS No. 6211969; 6215072) 

That Richmond Zoning Bylaw 8500, Amendment Bylaw 10060, for the 
rezoning of 11480 and 11500 Railway Avenue from the "Single Detached 
(RSl/E)" zone to the "Arterial Road Two Unit Dwellings (RDA)" zone, be 
introduced and given first reading. 

15. METRO VANCOUVER REGIONAL PLAN 
(File Ref. No. 01-0157-30-RGSl) (REDMS No. 6228841) 

ADOPTED ON CONSENT 

That staff be directed as detailed in the report titled "Metro Vancouver 
Regional Plan Amendments" dated July 4, 2019 from the Manager, Policy 
Planning, to advise the Greater Vancouver Regional District Board that the 
City of Richmond has no objections to the minor amendments outlined in 
the Metro Vancouver request dated May 24, 2019. 

ADOPTED ON CONSENT 

16. AMENDMENT TO TRAFFIC BYLAW NO. 5870 TO REVISE SPEED 
LIMITS IN STEVESTON 
(File Ref. No. 12-8060-20-010049) (REDMS No. 6197217 v. 2; 6198708) 

That Traffic Bylaw No. 5870, Amendment Bylaw No. 10049, to revise the 
posted speed limit on selected street sections in the Steveston area, be 
introduced and given first, second and third reading. 

ADOPTED ON CONSENT 

9. 
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City of 
Richmond Minutes 

R19/13-6 

Regular Council 
Monday, July 22, 2019 

17. REQUEST TO ATTEND THE PORT TOWNSEND WOODEN BOAT 
FESTIVAL, SEPTEMBER 5 - 8, 2019 
(File Ref. No. 01-0450-01; Xr: 11-7400-01) (REDMS No. 6202735 v. 2) 

That $3,136.00 American dollars (approximately $4162 Canadian) be 
funded from the Council Contingency account for Councillors Au and 
Steves to travel to the Port Townsend Wooden Boat Festival from September 
5-8, 2019. 

ADOPTED ON CONSENT 

18. 2015-2020 YOUTH SERVICE PLAN: WHERE YOUTH THRIVE -
2018UPDATE 
(File Ref. No. 07-3425-02) (REDMS No. 6054041 v. 4; 6140027; 6218178) 

That the staff report titled "2015-2020 Youth Service Plan: Where Youth 
Thrive - 2018 Update" dated June 20, 2019 from the Director, Community 
Social Development, be distributed to key stakeholders and posted on the 
City website. 

ADOPTED ON CONSENT 

***************************** 
CONSIDERATION OF MATTERS REMOVED FROM THE 
CONSENT AGENDA 

***************************** 

8. SINGLE-USE PLASTIC AND OTHER ITEMS BYLAW AND 
IMPLEMENTATION PLANS 
(File Ref. No. Xr: 10-6125-06-02; 12-8060-20-010000/010063/10064) (REDMS No. 6213867 v. 7; 
6197835;6198746;6198761;6236695) 

It was moved and seconded 
(1) That the following bylaws to introduce a ban on single-use plastic 

and other items be introduced and given first, second and third 
readings with an effective date of six months following final adoption 
of the bylaws by Council: 

(a) Single-Use Plastic and Other Items Bylaw No. 10000; 

(b) Notice of Bylaw Violation Dispute Adjudication Bylaw No. 
8122, Amendment Bylaw No. 10063; and 

10. 



Appendix BCUC-KMJF 3.1-A: 2019-07-22 - City of Richmond Council Minutes (VAFD Approval)

 
 

PDF p 11 of 19

City of 
Richmond 

Regular Council 
Monday, July 22, 2019 

Minutes 

(c) Municipal Ticket Information Bylaw No. 7321, Amendment 
Bylaw No. 10064; and 

(2) That the implementation plans for plastic straws and plastic bags, as 
outlined in Attachments 1 and 2 of the staff report dated July 5, 2019 
titled, "Single-Use Plastic and Other Items Bylaw Bans and 
Implementation Plans" from the Director, Public Works Operations, 
with funding in the amount of $260,000, from the Sanitation and 
Recycling provision, be approved; 

(3) That approval for these bylaws be sought as soon as possible from the 
Minister of Environment and Climate Change Strategy; 

(4) That following such approval by the Minister of Environment & 
Climate Change Strategy, 4th reading of these bylaws by Council 
shall be sought and implementation plans as approved by Council 
shall proceed; 

(5) That staff be directed to provide information prior to the upcoming 
Council meeting on options to immediately commence educational 
outreach programs for the public and businesses; 

(6) That staff be authorized to access up to $100,000 of the $300,000 as 
previously approved at the May 21, 2019 Special Council Meeting, to 
undertake the Community Engagement Plan forthwith as outlined in 
the memorandum to Mayor and Councillors titled "Revised Single
Use Plastic and Other Items Community Engagement Plan and 
Bylaw" dated July 18, 2019 on the understanding staff will report on 
progress in due course and seek Council approval for any additional 
expenditures; and 

(7) That the Consolidated 5 Year Financial Plan (2019 - 2023) be 
amended to include $300,000, with funding from the Sanitation and 
Recycling provision. " 

The question on the motion was not called as it was noted that the City will be 
seeking approval of the proposed bylaws from the Minister of Environment 
and Climate Change Strategy prior to adoption and that the City will engage 
in public consultation and outreach to increase awareness of the proposed 
regulations. 

11. 
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Discussion then ensued with regard to (i) the timeline to implement the 
proposed bylaws and supporting businesses during the transition period, 
(ii) the alternatives to single-use plastic products, (iii) the negative effects of 
plastics in the environment, (iv) reviewing recycling programs and 
biodegradable materials, (v) the proposed Federal restrictions on single-use 
plastics, and (vi) the education programs to increase public awareness. 

In reply to queries from Council, Suzanne Bycraft, Manager, Fleet and 
Environmental Programs, noted that should the proposed bylaws proceed, the 
City will engage in consultation with stakeholders such as the Richmond 
Chamber of Commerce and Vancouver Coastal Health and implement a 
comprehensive outreach program to promote awareness of the proposed 
restrictions. Also, she added that the City will be supporting local businesses' 
efforts to transition to non-plastic alternatives and staff will be updating 
Council on the public consultation process. Fmihermore, she noted that the 
Provincial single-plastic use strategy is still forthcoming. 

The question on the motion was then called and it was CARRIED. 

Discussion ensued with regard to carry out bag alternatives, and as a result the 
following referral motion was introduced: 

It was moved and seconded 
That staff analyse the minimum charge for paper bags and the definitions 
of reusable bags and report back. 

NON-CONSENT AGENDA ITEMS 

GENERAL PURPOSES COMMITTEE 
Mayor Malcolm D. Brodie, Chair 

19. VANCOUVER AIRPORT FUEL DELIVERY PROJECT 

CARRIED 

12. 
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A. VANCOUVER AIRPORT FUEL DELIVERY PROJECT 
(File Ref. No. 10-6600-06-01; 03-1000-23-008) (REDMS No. 6231550) 

It was moved and seconded 
(1) That the Chief Administrative Officer and the General Manager, 

Engineering & Public Works be authorized to execute, 011 behalf of 
the City, a Site Specific Municipal Access Agreement between the 
City and the Vancouver Airport Fuel Facilities Corporation 
containing the material terms and conditions as generally described 
in the staff report titled "Vancouver Airport Fuel Delivery Project", 
dated July JO, 2019, from the City Solicitor and the Acting Director, 
Engineering; 

(2) That the Manager, Engineering Planning be authorized to execute, 
on behalf of the City, a Servicing Agreement between the City and 
the Vancouver Airport Fuel Facilities Corporation, for the 
development of the Marine Terminal located at 15040 Williams Road, 
Richmond, BC, containing the material terms and conditions as 
generally described in the staff report titled "Vancouver Airport Fuel 
Delivery Project", dated July 10, 2019,from the City Solicitor and the 
Acting Director, Engineering; 

(3) That the Chief Administrative Officer and the General Manager of 
Engineering & Public Works be authorized to approve both 
Vancouver Airport Fuel Facilities Corporation's reliance on the ALC 
Decision dated March 17, 2017 (ALC File: 55644) and Vancouver 
Airport Fuel Facilities Corporation making a replacement ALC 
application in the event reliance on the said ALC Decision becomes 
problematic for either the City or VAFFC; and 

(4) That if funding is received from the Vancouver Airport Fuel 
Facilities Corporation, that those funds be allocated towards 
emergency response and that staff explore options to establish a 
Richmond fire boat. 

13. 
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The question on the motion was not called as discussion ensued with regard to 
(i) the City's opposition to the project, (ii) alternative infrastructure to the 
pipeline or locating the fuel receiving facility on Sea Island or the Iona Jetty, 
(iii) the proposed infrastructure improvements to the City as part of the 
proposed servicing agreement, and (iv) the potential fuel leaks and fire risks 
from the proposed facility and pipeline. 

Cllr. Day presented an online video of a fire foam suppression system and 
displayed a map of the proposed facility site and pipeline route ( copy on-file, 
City Clerk's Office). 

In reply to queries from Committee, Tim Wilkinson, Fire Chief, Richmond 
Fire-Rescue, noted that the proposed automated fire suppression system has a 
five minute delay and that the fuel receiving facility will be staffed at all 
times. Fire Chief Wilkinson added that staff can review options to establish a 
Richmond fireboat. 

Discussion then ensued with regard to the potential costs of litigation and it 
was noted that the V AFFC may have legal options to pursue approval through 
the Province, if it is not approved. 

The question on the motion was not called, as there was agreement to deal 
with Parts (1) to (3) and (4) separately. 

The question on Parts (1) to (3) was then called and it was CARRIED with 
Cllrs. Day, Greene, Steves and Wolfe opposed. 

The question on Part ( 4) then called and it was CARRIED. 

B. DEVELOPMENT PERMIT-MARINE TERMINAL FACILITY 

R19/13-9 It was moved and seconded 
That a Development Permit be issued which would permit the construction 
of a Marine Terminal Facility for aviation/jet fuel delivery at 15040 
Williams Road on a site zoned "Industrial(/)" and partially designated as 
an Environmentally Sensitive Area (BSA). 

The question on the motion was not called as discussion ensued with regard to 
potential fire and spill risks, and alternative locations for the fuel receiving 
facility. 

14. 
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The question on the motion was then called and it was CARRIED with 
Cllrs. Day, Greene, Steves and Wolfe opposed. 

PLANNING COMMITTEE 
Councillor Linda McPhail, Chair 

20. CANNABIS RELATED OFFICIAL COMMUNITY PLAN AND 
ZONING BYLAW AMENDMENTS IN RESPONSE TO THE NEW 
PROVINCIAL AGRICULTURAL LAND RESERVE USE 
REGULATIONS 
(File Ref. No. 12-8060-20-010061/010062; Xr: 08-4430-03-10) (REDMS No. 6228160; 6231338; 
6231300) 

It was moved and seconded 
(1) That Richmond Official Community Plan (OCP) Bylaw 9000, 

Amendment Bylaw 10061, to revise Section 3.6.5 of Schedule 1 of the 
OCP on the City's land use policies for the management of restriction 
of cannabis related activities in response to the Provincial 
Agricultural Land Reserve (ALR) Use Regulations, be introduced 
and given first reading 

(2) That Richmond Official Community Plan Bylaw 9000, Amendment 
Bylaw 10061, having been considered in conjunction with: 

(a) the City's Financial Plan and Capital Program; 

(b) the Greater Vancouver Regional District Solid Waste and 
Liquid Waste Management Plans; 

is hereby found to be consistent with said program and plans, in 
accordance with Section 477(3)(a) of the Local Government Act; 

(3) That Richmond Official Community Plan Bylaw 9000, Amendment 
Bylaw 10061, having been considered in conjunction with Section 
477(3)(b) of the Local Government Act, be referred to the Provincial 
Agricultural Land Commission for comment and response by August 
27, 2019; 

15. 
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(4) That Richmond Official Community Plan Bylaw 9000, Amendment 
Bylaw 10061, having been considered in accordance with OCP Bylaw 
Preparation Consultation Policy 5043, is hereby found not to require 
further consultation; 

(5) That Richmond Zoning Bylaw 8500, Amendment Bylaw No 10062, to 
amend Section 3.4 and add Section 5.21 to manage and restrict 
cannabis related activities in the Agricultural Land Reserve in 
accordance with the Agricultural Land Reserve Use Regulation, be 
introduced and given first reading; and 

(6) Whereas Section 463 of the Local Government Act allows the 
withholding of building permits that conflict with bylaws in 
preparation; 

Whereas Council has granted first reading to Richmond Zoning 
Bylaw 8500, Amendment Bylaw 10062 to amend land use regulations 
specific to the production of cannabis in and outside of the ALR in 
response to changes to the Provincial ALR legislation; 

Therefore be it resolved that staff bring all building permit 
applications involving the production of cannabis in a building or 
structure, received more than 7 days after the date of first reading of 
Richmond Zoning Bylaw 8500, Amendment Bylaw 10062, forward to 
Council to determine whether such applications are in conflict with 
the proposed bylaw. 

The question on the motion was not called as discussion ensued with regard to 
limiting production of cannabis in the city and the potential destruction of 
farmland. 

In reply to queries from Committee, Barry Konkin, Manager, Policy Planning, 
noted that the processing of cannabis is a permitted use in the Agricultural 
Land Reserve, however only 50% of the product can be sourced outside of the 
Province. He added that the proposed bylaw is designed to maximize the 
City's control of cannabis production. 

As a result of the discussion, it was suggested that Provincial regulations 
related to cannabis production can be fi.uiher monitored and discussed at 
future Planning Committee meetings. 

16. 
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The question on the motion was then called and it was CARRIED with 
Cllr. Au opposed. 

PUBLIC ANNOUNCEMENTS AND EVENTS 

Mayor Brodie announced the upcoming retirement of David Weber, Director, 
City Clerk's Office, and on behalf of Council, commended Mr. Weber for his 
service to the City. 

Mayor Brodie announced that the following individuals have been appointed 
to the Richmond Child Care Development Advisory Committee for a one-and 
-a-half-year term to expire on December 31, 2020: 

(a) Sarah Louie; 

(b) Chantelle Periera; and 

( c) Elana van Veen. 

Mayor Brodie announced that the request for $3,000 in funding for the study 
by the Institute for Sustainable Food Systems, Kwantlen Polytechnic 
University, to examine approved non-farm use application subdivisions in the 
Agricultural Land Reserve was approved from the General Contingency 
Fund. 

Mayor Brodie announced that the following individuals have been appointed 
to the Food Security and Agricultural Advisory Committee for a one-and -a
half-year term to expire on December 31, 2020: 

(a) Stephen Easterbrook; 

(b) Ian Lai; 

(c) Sarah Drewery; 

( d) Kent Mullinix; and 

( e) Laura Gillanders. 

17. 
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BYLAWS FOR ADOPTION 

It was moved and seconded 
That the Business Regulation Bylaw No. 7538, Amendment Bylaw No. 
10029 be adopted. 

CARRIED 

It was moved and seconded 
That the Richmond Zoning Bylaw No. 8500, Amendment Bylaw No. 9954 
be adopted. 

CARRIED 

It was moved and seconded 
The Richmond Zoning Bylaw No. 8500, Amendment Bylaw No. 9841 be 
adopted. 

DEVELOPMENT PERMIT PANEL 

CARRIED 
Opposed: Cllr. Day 

R19/13-14 21. It was moved and seconded 
(1) That the minutes of the Development Permit Panel meeting held on 

July 10, 2019, and the Chair's report for the Development Permit 
Panel meetings held on November 28, 2018, June 12, 2019, 
June 26, 2019, July 10, 2019, October 11, 2017, November 29, 2017, 
and February 28, 2018, be received/or information; and 

(2) That the recommendations of the Panel to authorize the issuance of: 

(a) a Development Permit (DP 18-822484) for the property at 5191, 
5195, 5211, 5231, 5251, 5271, 5273, 5291, 5331 and 5351 
Steveston Highway; and 

18. 
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(b) a Development Permit (DP 18-841402) for the property at 12951 
Bathgate Way; and 

(c) a Development Permit (DP 11-593871) for the property at 6302 
No. 3 Road and 6411 Bus well Street; 

be endorsed, and the Permits so issued. 

CARRIED 

ADJOURNMENT 

It was moved and seconded 
That the meeting adjourn (9:27 p.m.). 

CARRIED 

Certified a true and correct copy of the 
Minutes of the Regular meeting of the 
Council of the City of Richmond held on 
Monday, July 22, 2019. 

Mayor (Malcolm D. Brodie) Corporate Officer (David Weber) 

19. 
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Construction Update: August 2019

Construction on the project is ongoing and expected to continue throughout 2019.
Currently, ground preparation work is being done for the tank farm at the fuel receiving
facility. Tank and foundation construction is currently underway, with completion in 2021.
Once complete, the fuel receiving facility will consist of six steel tanks.

Pre-construction work for the pipeline began earlier this yearto verify underground utilities
within the Bridgeport Road construction area. Construction on the pipeline itself will begin
in Summer 2019 and is expected to take approximately one year. The pipeline will be built
primarily using horizontal direction drilling along Highway 99, while open trench method will
be used along Bridgeport Road.

The complete project is expected to be finished and operational by late 2021, ensuring that
YVR has a safe and reliable supply of jet fuel.
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Fixed Assets Additions for 12 months ending December 31, 2010

Trans Mountain  Jet Fuel Inc. (0202)

Date Company Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 May 01/01/2010 844613 0441031 Airport 6 inch Expansion 6,041.99 

0202 May 03/31/2010 844614 0441033 Jet Fuel Airport Security 92,405.17 

0202 August 01/01/2010 855062 0441035 Anomaly at KP 7.19 103,980.02 

0202 December 03/31/2010 859811 0441033 Airport Security 129.42 

0202 December 01/01/2010 859812 0441035 KP 7.19 336.50 

0202 December 10/29/2010 859815 0441040 KP 32.2948 90,030.72 

0202 December 09/24/2010 859816 0441046 Chevron Prover Valves 6,106.57 

Total  (CAD Dollars) 299,030.39

Fixed Assets Additions for 12 months ending December 31, 2011

Trans Mountain  Jet Fuel Inc. (0202)

Date Company Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 August 01/01/2011 866366 0441040 KP 32.29 Petrosleeve 7,904.71 

0202 November 07/08/2011 868813 0441053 KP 0.624 Repair 63,881.88 

0202 December 09/30/2011 869853 0441043 KP 14.76 Repair 138,307.91 

0202 December 11/30/2011 869854 0441058 KP 25.908 Repair 15,811.74 

0202 December 11/30/2011 869855 0441059 KP 16.223 Repair 32,583.92 

0202 December 11/09/2011 869856 0441060 KP 17.977 Repair 31,581.42 

0202 December 11/25/2011 869857 0441061 KP 19.261 Repair 12,281.63 

0202 December 11/25/2011 869858 0441062 KP 19.566 Repair 13,378.72 

0202 December 09/29/2011 869859 0441064 KP 14.76 Repair 17,548.53 

Total  (CAD Dollars) 333,280.46
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Fixed Assets Additions for 12 months ending December 31, 2012

Trans Mountain  Jet Fuel Inc. (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 August 08/31/2012 1318779 0441059 KM 16.223 Repair 1,810.23

0202 August 08/31/2012 1318778 0441058 KM 25.908 Repair 9,838.20

0202 August 08/31/2012 1318776 0441043 KM 14.76 Robert Burnaby Park 13,142.00

0202 August 08/31/2012 1318781 0441062 KM 19.566 Repair 18,996.37

0202 August 08/31/2012 1318780 0441061 KM 19.261 Repair 19,577.32

0202 August 08/31/2012 1318777 0441054 Chevron Booster Pump 39,004.46

0202 August 08/31/2012 1318782 0441063 KM 22.075 Repair 43,700.88

0202 December 11/30/2012 1362729 0441068 Jet Line comm upgrade 56,183.79

0202 December 10/02/2012 1362727 0441051 KM 20 Pipeline Stress Relief 160,179.52

Total  (CAD Dollars) 362,432.77

Fixed Assets Additions for 12 months ending December 31, 2013

Trans Mountain  Jet Fuel Inc. (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 April 01/01/2013 1465478 0441051 KM 20 Pipeline Stress relief 3,507.08

0202 April 03/31/2013 1465479 0441075 Jet Transfer Pump 8,884.85

0202 November 06/30/2013 1485633 0441073 Airport Tank 4 Recoat 318,232.46

0202 November 01/17/2013 1485634 0441074 Airport Tank 5 Swing Arm 75,733.81

0202 November 01/31/2013 1485635 0441077 Rebuild Chevron Pump 12,800.00

0202 November 06/21/2013 1485636 0441082 KM 0.212 Petrosleeve 76,548.61

0202 December 12/31/2013 1486152 0441041 Airport Terminal Tank 72,948.67

0202 December 12/31/2013 1486155 0441072 Tank 4 Nozzle Repairs 59,310.55

0202 December 12/31/2013 1486159 0441080 Control & Monitoring 126,725.91

0202 December 12/31/2013 1486161 0441083 Valve S-21 5,491.52

Total  (CAD Dollars) 760,183.46
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Fixed Assets Additions for 12 months ending December 31, 2014

Transmountain (Jet Fuel) (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 December 01/01/2014 1506351 0441073 Airport Tank 4 recoat 74.09

0202 December 01/01/2014 1506352 0441082 KM 0.212 Petrosleeve 2,196.95

0202 December 01/01/2014 1506353 0441041 Airport Terminal Tank 4,297.10

0202 December 01/01/2014 1506354 0441072 Tank 4 Nozzle Repairs 727.97

0202 December 01/01/2014 1506355 0441080 Control & Metering 1,587.45

0202 December 01/01/2014 1506356 0441083 Valve S-21 1,593.53

0202 December 01/30/2014 1506358 0441086 Piping Seismic Upgrade 27,445.44

0202 December 07/31/2014 1506359 0441094 KM 33.4 M/L Relocation 20,238.49

0202 December 01/01/2014 1506361 0441068 Communications Upgrade 595.83

Total  (CAD Dollars) 58,756.85

Fixed Assets Additions for 12 months ending December 31, 2015

Transmountain (Jet Fuel) (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 October 09/24/2015 1522699 0441085 Chevron Slope Stabilization 68,126.51

0202 December 09/24/2015 1543186 0441085 Chevron Slope Stabilization 366,899.67

0202 December 09/09/2015 1543187 0441100 Brunette River Security Fence 11,236.47

Total  (CAD Dollars) 446,262.65

Fixed Assets Additions for 12 months ending December 31, 2016

Transmountain (Jet Fuel) (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 December 01/01/2016 1574945 0441085 Chevron Slope Stabilization $4,182.72

0202 December 12/31/2016 1574947 0441101 Cathodic Protection $51,214.64

0202 December 12/31/2016 1574949 0441102 Mainline Repairs $49,428.77

0202 December 12/31/2016 1574951 0441107 Vibration Analyzer $6,625.58

0202 December 11/30/2016 1574952 0441108 Chevron Crane Pad $11,919.99

Total  (CAD Dollars) 123,371.70
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Fixed Assets Additions for 12 months ending December 31, 2017

Transmountain (Jet Fuel) (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 August 01/01/2017 1591288 0441101 Cathodic Protection 20,744.12

0202 August 01/01/2017 1591289 0441102 Mainline Repairs 36,597.67

0202 August 02/28/2017 1591290 0441109 Airport Control Valve 8,451.65

0202 October 11/30/2012 1362729 0441068 Jet Line comm upgrade (1,645.00)

0202 November 01/01/2017 1595676 0441086 Piping Seismic Upgrade 26.55

0202 December 12/07/2017 1597234 0441106 Mainline Repairs 459,622.19

0202 December 12/31/2017 1599383 0441106 Mainline Repairs 45,944.27

Total  (CAD Dollars) 569,741.45

Fixed Assets Additions for 12 months ending December 31, 2018

Transmountain (Jet Fuel) (0202)

Date Company  Acq. Value

Entity Entered Acq. Date Asset No. Tag # Description (CAD)

0202 February 01/01/2018 1601204 0441106 Mainline Repairs 59,905.43

0202 March 01/01/2018 1602991 0441106 Mainline Repairs 17,487.89

0202 July 01/01/2018 1608317 0441106 Mainline Repairs 1,272.05

0202 December 12/01/2018 1618063 0441111 MAINLINE WORK CHEV-AIRPORT 139,181.18

0202 December 12/01/2018 1618079 0441114 Tank A2 Coating 878.40

0202 December 12/01/2018 1618070 0441118 CATHODIC PROTECTION 4,607.13

0202 December 12/01/2018 Leak Detection Equipment 79,031.39

Total  (CAD Dollars) 302,363.47
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Fixed Assets Retirements for 12 months ending December 31, 2012
Kinder Morgan  Jet Fuel Inc.

Date Company Cost Acc Dep Net G/(L)
Entered Acq. Date Asset No. Description (CAD $) (CAD $) COR Proceeds (CAD $)

October 12/31/2000 1321487 2000 BALANCE - 15300 (616,894.43) 616,894.43 0.00 $0.00 0.00
October 12/31/2000 1321488 2000 BALANCE - 15800 (44,117.66) 44,117.66 0.00 $0.00 0.00
October 12/31/2000 1321489 2000 BALANCE - 15900 (63,011.76) 63,011.76 0.00 $0.00 0.00
October 12/31/2000 1321490 2000 BALANCE - 16000 (117,571.91) 117,571.91 0.00 $0.00 0.00
October 12/31/2000 1321491 2000 BALANCE - 16060 (94,480.05) 94,480.05 0.00 $0.00 0.00
October 12/31/2000 1321492 2000 BALANCE - 18901 (25,344.87) 25,344.87 0.00 $0.00 0.00
October 12/31/2000 1321493 2000 BALANCE - 18911 (27,189.85) 27,189.85 0.00 $0.00 0.00
October 12/31/2000 1321494 2000 BALANCE - 19010 (124,733.15) 124,733.15 0.00 $0.00 0.00

Total (1,113,343.68)           $1,113,343.68 $0.00 $0.00 $0.00

Fixed Assets Retirements for 12 months ending December 31, 2013
Kinder Morgan  Jet Fuel Inc.

Date Company Cost Acc Dep Net G/(L)
Entered Acq. Date Asset No. Description (CAD $) (CAD $) COR Proceeds (CAD $)

December 12/31/2000 1485783 2000 BALANCE - 15900 (177,313.68) 177,313.68 0.00 $0.00 0.00
0.00 $0.00 0.00

Total (177,313.68)              177,313.68        -            -            - 

Appendix BCUC-KMJF 6.9-B: Jet Fuel Line Actual Retirements
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December 7, 2010 
British Columbia Utilities Commission 
6th Floor, 900 Howe Street, Box 250 
Vancouver, B.C.  V6Z 2N3 

Attention: Erica M. Hamilton 
Commission Secretary 

Dear Ms. Hamilton: 

Re: Trans Mountain (Jet Fuel) Inc. 2010 Tariff Filing 

Trans Mountain (Jet Fuel) Inc. (“TMJ”) hereby makes application to the British 
Columbia Utilities Commission (the “Commission”), pursuant to section 44 of the 
Pipeline Act, RSBC c. 364, for an Order approving the adjustment of TMJ’s tolls for 
the transport of turbine fuel to Vancouver International Airport (“Airport”) and to the 
Burnaby Terminal of Trans Mountain Pipeline L.P. (“TMPLP”), in the manner and 
the amounts specified in the materials filed herewith, such changes to be effective 
January 1, 2010. 

In support of this application, TMJ states: 

I. TMJ owns and operates a pipeline for the transportation of turbine fuel from
connected third party facilities owned and operated by Shell Canada Ltd.,
Chevron Canada Ltd. and TMPLP located in Metro Vancouver to the Airport
and to the Burnaby Terminal of TMPLP.

II. TMJ accepts nominations from only the above-noted connected facilities as
these are the only facilities capable of providing volumes for transportation.
Direct access to the pipeline is limited by the number of physical connections
and ability to provide future connections to the pipeline.  Additionally, over
the past few years, TMJ has witnessed a decline in the number of shippers
requesting service.

III. TMJ currently transports turbine fuel at the rates and the rules and
regulations contained in Tariff No. 38 as approved by the Commission by
Order P-1-09 and Reasons for Decision dated January 15, 2009.

Suite 2700, 300 – 5th Avenue SW 
Calgary, AB Canada  T2P 5J2 
Tel: (403) 514-6400 
Fax: (403) 514-6622 
Toll Free: 1 (800) 535-7219 
www.kindermorgan.com 
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IV. Throughout 2009, TMJ has been in discussions with a shipper to set fixed 
annual revenue amounts for use of the pipeline that span the tolling periods 
commencing 2009 through to the end of 2018.  Such discussions have 
resulted in an agreement for the annual revenues to be shared monthly on a 
volumetric basis by all shippers. 

 
V. The terms of the agreement are: 

a. The term commenced January 1, 2009 and terminates December 31, 
2018; 

b. Agreed to annual revenues are: 
2009  $4,800,000 
2010  $5,694,000 
2011  $5,836,350 
2012  $5,982,259 
2013  $6,131,815 
2014  $6,285,111 
2015  $6,442,238 
2016  $6,603,294 
2017  $6,768,377 
2018  $6,937,586 

 
c. Due to the timing of this toll filing and the impact on 2009, it has been 

agreed that any shortfall in 2009 revenues will be collected from shippers 
in 2010; 

d. The annual revenues will be shared amongst shippers pursuant to Rule 
15 of the proposed Tariff; and 

e. In the event that volumes are not delivered in a given month, shipper(s) 
will continue to pay a prorata share of the annual revenues based on the 
amounts paid in the preceding month pursuant to Rule 15 of the proposed 
Tariff. 

 
VI. TMJ has prepared Tariff No. 39 to reflect fixing the annual revenues for 2010 

to 2018, the sharing formula, and the gathering line fee charged for service 
provided between the connected refinery and Burnaby Terminal. 

 
VII. Tariff No. 39 includes the following changes: 

a. Annual Revenues and Gathering Line Fee for 2010 through December 
31, 2018 (front page of tariff); 

b. Annual Revenues and the Gathering Line Fee for 2010 include an 
estimate of the 2009 revenue shortfall of $1.095 million as adjusted by 
final actual revenue collected in 2009; 

c. Introduction of defined terms for Connected Locations and Connected 
Refinery (Rule 1 Definitions 1.4); 

d. Introduction of a defined term, “formula” to permit sharing of the annual 
revenues by shippers (Rule 1 Definitions 1.5); 
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e. Application of the tariff rates and charges (Rule 15); and  

f. Administrative changes to update the Tariff, including 

i. Addition of defined terms for Annual and Burnaby Terminal (Rule 1 
Definitions 1.1 and 1.2); 

ii. Updating the defined term for Month (Rule 1 Definitions 1.7); 
iii. Renumbering the Tariff rules; and 
iv. Other changes to reflect updating the Tariff rules as noted above, 

and other minor administrative clean up items. 

g. TMJ has enclosed a mark up of the changes to the Tariff to assist in the 
Commission’s review. 

 
VIII. As part of the discussions, TMJ has agreed to include for filing updated 

depreciation and amortization rates, to be effective January 1, 2010, and the 
assumptions used to calculate these rates in Appendix 1. 

 
IX. TMJ has provided the proposed Tariff to current shippers for review and 

comment prior to filing.  TMJ has received no comments on the filing. 
 
X. TMJ requests that proposed Tariff No. 39 be approved with an effective date 

of January 1, 2010. 
 
XI. A copy of this letter with the enclosed Tariff is being served on all shippers 

on the TMJ system concurrently with this filing. 
 
 
Yours truly, 
 

 
Brenda McClellan 
Director, Regulatory Affairs 
 

cc: Shippers and Interested Parties 
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Appendix 1: Depreciation and Amortization rates 
 
 
Calculation of Depreciation and Amortization Rates to be effective January 1, 2010
($000)

Accumulated Net 2009 Existing Forecast Revised
Original Cost Depreciation Service Value Depreciation Depreciation Remaining Remaining

Account Number & Description Dec 31, 2009 Dec 31, 2009 Dec 31, 2009 Expense  Rates (%) Life Life

(a) (b) (c) (d) (e) (f) (g) = [d / e] (h) (i) = [h / b] (j) = [d / h]

152 Land Rights 98,684 76,040 22,644 1,192 1.21% 19.0 1,742 1.77% 13.0

153 Line Pipe 4,609,863 1,697,754 2,912,109 147,726 3.32% 19.7 224,008 4.86% 13.0

156 Buildings 364,788 175,315 189,474 9,972 2.73% 19.0 14,575 4.00% 13.0

158 Pumping Equipment 1,131,243 454,213 677,031 48,359 4.27% 14.0 52,079 4.60% 13.0

159 Station Lines 2,139,161 960,168 1,178,992 60,986 2.85% 19.3 90,692 4.24% 13.0

160 Other Station Equipment 2,819,995 720,847 2,099,148 110,575 3.92% 19.0 161,473 5.73% 13.0

160C Central Pipeline Control 251,761 251,761 0 0 0.00% 0.0 0 0.00% 0.0

161 Storage Tanks 1,346,048 488,500 857,548 43,851 3.26% 19.6 65,965 4.90% 13.0

163 Communications 
 [1]

184,066 96,533 87,533 17,507 10.00% 5.0 17,507 10.00% 5.0

185WE Work Equipment 
 [1]

45,349 45,349 0 0 20.00% 0.0 0 20.00% 0.0

186HW Computer Hardware  [1]
3,789 3,789 0 0 20.00% 0.0 0 20.00% 0.0

186SW Computer Software 
 [1]

8,625 8,625 0 0 20.00% 0.0 0 20.00% 0.0

189D AFUDC (Interest) 181,894 105,500 76,394 4,021 2.21% 19.0 5,876 3.23% 13.0

189E AFUDC (Equity) 179,889 100,726 79,163 4,166 2.32% 19.0 6,089 3.39% 13.0

190 Construction Overhead 3,377,045 1,614,456 1,762,589 92,768 2.75% 19.0 135,584 4.01% 13.0

BS Costs of Removal
  [2]

(55,736) 55,736 2,933 5.00% 19.0 4,287 7.69% 13.0

Total 16,742,201 6,743,841 9,998,360 544,056 3.25% 18.4 779,878 4.75% 12.8

Base for computed average 16,432,676 775,590 4.72%

Summary of Depreciation Rates 2009 2010

Depreciation Expense without Balance Sheet ("BS") Costs of Removal 541,122 775,590

Amortization of normal Costs of Removal (and retirements) 2,933 4,287

Total Provision for Pipeline 544,056 779,878

   Note(s):

[1]

Communications 10 years no change from original assumptions

Work Equip., Computer (soft & hardware)  5 years no balances to depreciate (rate considered appropriate)

[2]

Proposed Recovery
13 years w exceptions

For 2009, the following useful life estimates were used, TMJ does not propose changing these useful life estimates: 

The proposed reduction in useful life is based on amortizing the net book value as January 1, 2010 of the remaining assets over the 

contract term plus 1/2.  Reduction of the useful life to align with the contract term, reduces some of the risk to TMJ for not recovering 
the full asset value over the term of the negotiated agreement.  TMJ further expects that a shipper may continue using the pipeline 

services after the term of the agreement expires.

Base for computed average (depreciation rate) excludes asset classes that are fully depreciated and amortization of cost of removal.
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                                                                  Proposed Tariff No. 39 
          Cancels Final Tariff No. 38 
______________________________________________________________________________________________ 

 
TRANS MOUNTAIN (JET FUEL) INC. 

TURBINE FUEL TARIFF 
 

THE RATES AND CHARGES IN THIS TARIFF ARE FOR THE 
TRANSPORTATION OF TURBINE FUEL 

 
 

Subject to the rules and regulations as defined herein: 
 
 
 

    

Table 1:      Rates 

From Connected Locations Connected Refinery 

To Vancouver International Airport Burnaby Terminal 

Fees Annual Revenues allocated by Formula Gathering Line Fee ($/m³) 

2010 $6,789,000 $1.056 

2011 $5,836,350 $1.082 

2012 $5,982,259 $1.109 

2013 $6,131,815 $1.137 

2014 $6,285,111 $1.165 

2015 $6,442,238 $1.194 

2016 $6,603,294 $1.224 

2017 $6,768,377 $1.255 

2018 $6,937,586 $1.286 

 
 
 
 
 
 
 
 
Issued by:  
Jonathan Mackonka 
Analyst, Regulatory Affairs  
Kinder Morgan Canada Inc. 
Suite 2700, 300 – 5

th
 Avenue SW 

Calgary, Alberta  T2P 5J2 
(403) 206-6922 
Jonathan_Mackonka@kindermorgan.com 

Accepted for filing:   
 
Effective:  January 01, 2010 
 
Order No.      
 
Per:       
 

Secretary 
 B.C. UTILITIES COMMISSION 
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RULES AND REGULATIONS 

 
1. DEFINITIONS  

1.1 “annual” means the period beginning at 7:00 a.m. Mountain Time on the first day of January of any calendar year and 
ending at 7:00 a.m. Mountain Time on the first day of January of the next calendar year. 

1.2 “Burnaby Terminal” means a point of delivery from carrier’s pipeline into the petroleum pipeline of Trans Mountain 
Pipeline ULC as general partner for Trans Mountain Pipeline L.P. (“TMPLP”) 

1.3 "carrier" means Trans Mountain (Jet Fuel) Inc. 

1.4 “connected locations” means the receipt points for Jet Fuel located at the following pipeline locations, and demarcated 
as the suction side of the jet fuel pumps at these facilities: 

1.4.1 Marketing Terminals located at the Burmount Terminal owned and operated by Shell Canada Ltd. and 
Westridge Terminal owned and operated by Trans Mountain Pipeline L.P.; and 

1.4.2 “connected refinery” located at Burnaby, B.C. owned and operated by Chevron Canada Ltd.. 

1.5 “formula” means the formula as described in Rule 15. 

1.6 "m3" means cubic metre at 15o Celsius. 

1.7 "month" means the period beginning at 7:00 a.m. Mountain Time on the first day of any calendar month and ending at 
7:00 a.m. Mountain Time on the first day of the next calendar month. 

1.8 "tender" means an offer by a shipper to carrier of a stated quantity of turbine fuel for transportation from a specified 
reception point or points to a specified destination point or points in accordance with these rules and regulations. 

1.9 "turbine fuel" means aviation turbine fuels which fall within the definitions of treated turbine fuel or untreated turbine 
fuel. 

1.10 "treated turbine fuel" means aviation turbine fuels conforming to the latest revisions of the Canadian General Standards 
Board, currently  CAN/CGSB-3.23-2005 Aviation Turbine Fuel (Grades JET A and JET A-1). 

1.11 "untreated turbine fuel" means aviation turbine fuels which meet the standards applicable to treated turbine fuel except 
for electrical conductivity. 

 

2. DUTY OF CARRIER 

Subject to any applicable government regulations carrier will accept tenders for transportation of turbine fuel in accordance with 
the terms of this Tariff if satisfactory evidence has been furnished by shipper that arrangements acceptable to carrier have been 
made to deliver such turbine fuel into carrier's pipeline system. Carrier will transport turbine fuel with reasonable diligence, 
considering the quantity of turbine fuel being transported, the distance of transportation, the safety of operation and other 
material factors. Carrier may refuse to accept turbine fuel for transportation unless satisfactory evidence is furnished that shipper 
or consignee has provided the necessary facilities for the prompt receiving of said turbine fuel at its destination. Carrier's 
terminal tanks are working tanks only and carrier does not furnish storage facilities. 
 

3. TITLE 

No turbine fuel will be accepted for transportation the title to which is in litigation or as to which a dispute of title exists or the 
title to which is encumbered by lien or charge of any kind, provided, however, that carrier may waive this requirement if 
satisfactory bond or other surety has been furnished by shipper or consignee. 

 

4. SPECIFICATIONS AS TO QUALITY RECEIVED 

No turbine fuel will be accepted for transportation except good merchantable turbine fuel which is readily transportable by 
carrier's facilities and no turbine fuel will be accepted the quality of which has been impaired through the character of storage in 
which it has been held, nor will turbine fuel be accepted which contains undissolved water, mineral acidity, sediment, or 
suspended matter or which has a nauseating or irritating odour. No substance of known dangerous toxicity under usual conditions 
of handling and use shall be present, except as permitted herein. No turbine fuel will be accepted unless, in the opinion of carrier, 
its characteristics are such that it will be readily transportable as a separate batch or in a commingled batch and will not 
materially affect the quality of other shipments or cause disadvantage to other shippers and/or carrier. No turbine fuel will be 
accepted for transportation until shipper has delivered to carrier a Certificate of Quality in a form satisfactory to carrier. 
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5. CONDUCTIVITY ADDITIVE AND CLAY FILTERING 

Carrier's airport injection and filtering facilities are utilized as required to ensure that only treated turbine fuel is delivered by 
carrier in accordance with Rules 6 and 8. Carrier will operate its injection and filtering facilities, as requested by shipper, and 
will exercise reasonable care in so doing; however, shipper is solely responsible for determining the steps to be taken to upgrade 
its untreated turbine fuel including the selection and supply of additives, the determination of volumes to be injected and the 
initiation and duration of filtering. 

 

6. RESPONSIBILITY FOR QUALITY DELIVERED 

Carrier will use reasonable efforts to deliver treated turbine fuel of a grade and density equivalent to that accepted from shipper, 
however, carrier shall be under no obligation to deliver the identical turbine fuel but may make delivery out of its common stock. 
Shipping specifications of Jet A-1 shall be such as to permit the blending of Jet A into Jet A-1 to the limit of one percent (1%) of 
Jet A-1 delivered to consignee. Within these limits revaluations deemed appropriate by reason of difference in grade and quality 
that may occur between receipt and delivery of turbine fuel by carrier shall be between and for the account of the shippers and 
consignees. Carrier shall have no responsibility in or for such revaluations or settlements other than to furnish data on quantities 
and densities of the turbine fuel so received and delivered.  

 

7. BATCHING INFORMATION 

Turbine fuel will be accepted for transportation in accordance with batching schedules to be issued monthly by carrier. 
Information for these batching schedules is to be supplied to carrier by shipper and/or consignee on or before the twenty first 
(21st) day of the month preceding the month during which the turbine fuel is to be transported. Batches of turbine fuel will be 
transported in minimum quantities of not less than eight hundred (800) m3 except that carrier may move smaller batches when, in 
the opinion of carrier, such movement is practical. The quantity delivered at destination must be a minimum of eight hundred 
(800) m3 unless, in the opinion of carrier, the delivery of smaller quantities is practical. If total volume tendered for shipment 
during any one month exceeds the pipeline delivery capacity for such month, turbine fuel will be transported in such quantities 
and at such times to the limit of capacity so as to avoid discrimination among shippers. 

 

8.  DELIVERIES 

At Vancouver International Airport, turbine fuel will be delivered into carrier's terminal tanks. On completion of delivery and 
any necessary additive injection or filtering, carrier will isolate tank or tanks utilized and will determine quality of treated turbine 
fuel delivered. Immediately tankage is so isolated, custody of treated turbine fuel therein is transferred from carrier to consignee. 
Deliveries of turbine fuel at Burnaby Terminal will be made by direct injection from carrier to Burnaby Terminal. 

 

9. GAUGING AND VOLUME CORRECTIONS 

Prior to its acceptance by carrier and following its delivery, turbine fuel will be measured by representatives of carrier. At the 
option of carrier turbine fuel may be measured by metering or gauging. If tank gauges are used, quantities will be determined 
from regularly compiled 100% tank tables. Turbine fuel of required specification will be received and delivered with volume 
corrected from observed temperature to 15° Celsius. 

 

10.  DOCUMENTS 

Turbine fuel received or delivered in each instance shall be evidenced by tickets showing either the metered total or the opening 
and closing tank gauges, temperature and any other data essential to the determination of quantity. Shipper may have a 
representative present at the gauging, metering, and testing. 

 

11.  DESTINATION 

Upon 24 hours notice by carrier, shipper or consignee shall accept and remove its shipment from carrier's delivery facilities. If 
shipment is not being removed in a reasonable manner after expiration of the twenty-four (24) hours notice, a demurrage charge 
of $0.025 per m3 per day or part thereof shall accrue on all turbine fuel not removed. 
 
In the event shipper is unable to upgrade its untreated turbine fuel so that it will meet the standards of treated turbine fuel, 
shipper shall take immediate steps to remove the untreated turbine fuel in order to provide space in carrier's terminal tanks for the 
receipt of succeeding tenders, and any untreated turbine fuel not removed three (3) days after notice is given may be disposed of 
by carrier at the expense of the responsible party or parties. 
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12. PAYMENT OF TARIFF CHARGES AND LIEN FOR UNPAID CHARGES  

Shipper or consignee shall pay all applicable transportation charges, cargo rates, airport charges and other lawful charges 
accruing on turbine fuel delivered to and accepted by carrier for shipment, and, if required, shall pay the same before delivery at 
destination. Carrier shall have a lien on all turbine fuel in its possession belonging to shipper or consignee to secure the payment 
of any and all unpaid transportation or other lawful charges that are due to carrier, and may withhold such turbine fuel from 
delivery until all unpaid charges have been paid. If such charges remain unpaid fourteen (14) days after notice and demand 
therefore, or even in the absence of unpaid charges when there shall be a failure to take turbine fuel within fourteen (14) days 
after the expiration of notice of arrival at destination as provided in Rule 11, carrier shall have the right directly, or through an 
agent, to sell such turbine fuel at public auction, at carrier's office in Calgary, Alberta, Canada, on any day not a legal holiday, 
after three (3) consecutive days' publication of notice of such sale in a daily newspaper of general circulation published in that 
city, stating the time and place of sale, and the quantity and location of turbine fuel to be sold. At such sale carrier shall have the 
right to bid and, if the highest bidder, to become the purchaser. From the proceeds of such sale carrier will pay itself the 
transportation and all other lawful charges, including reasonable storage charges pending sale and expenses incident to said sale, 
and the balance remaining, if any, shall be held for whomsoever may be lawfully entitled thereto. 

 

13.  LIABILITY OF CARRIER 

Carrier while in possession of turbine fuel, shall not be liable for any loss thereof, damage thereto or delay caused by fire, storm, 
flood, epidemics, acts of God, riots, insurrection, rebellion, sabotage, strikes, labour disturbances, shortage of labour or 
breakdown of transportation or storage facilities, war or acts of the Queen's enemies, or from quarantine, or authority of law or 
from any order, requisition, interest or necessity of the Government of Canada or any province thereof, default of the owner, 
shipper or consignee, or from any cause whatsoever, whether enumerated herein or not, except by its own direct negligence or 
the negligence of its servants or agents. In case of the loss of turbine fuel from any cause other than the direct negligence of 
carrier, its servants or agents, shipper shall bear a loss in such proportion as the amount of its shipment, already delivered to 
carrier, bears to all the turbine fuel then in the custody of carrier, and shipper shall be entitled to have delivered only such portion 
of its shipment as may remain after deduction of its due proportion of such loss.  

 

14. CLAIMS, SUITS AND TIME FOR FILING 

As a condition precedent to recovery, claims for loss, damage, or delay in connection with the shipment of turbine fuel tendered 
for shipment under the terms of this tariff must be filed in writing with carrier within one month after delivery of the turbine fuel, 
or, in the case of failure to make delivery, then within three (3) months after a reasonable time for delivery has elapsed; and suits 
arising out of such claims must be instituted against carrier within six (6) months from the day when notice is given in writing by 
carrier to claimant that carrier has disallowed the claim or any part or parts thereof specified in the notice. In causing turbine fuel 
to be transported under this tariff, shipper and consignee agree to be bound by the provisions of this Rule and waive any rights 
which they or either of them might otherwise have, at common law or otherwise, to make a claim after the expiration of the said 
period of one (1) month or the said period of three (3) months as the case may be or to bring an action after the expiration of the 
said period of six (6) months. 

 

15. APPLICATION OF RATES AND CHARGES 

15.1 Turbine fuel accepted for transportation shall be subject to the charges in effect on the date of receipt thereof by carrier, 
irrespective of the date of tender. 

15.2 Turbine fuel accepted for transportation from the connected refinery for delivery to Burnaby Terminal shall be subject 
to the gathering line fee, as set out in Table 1, to be assessed only on the net quantities of such turbine fuel delivered.  

15.3 Turbine fuel accepted for transportation for delivery to the Vancouver International Airport shall be subject to charges 
defined by formula.  The formula is defined as: 

15.3.1 The annual revenues, as set out in Table 1,  divided by twelve (12) less monthly revenues collected under Rule 

15.2 (“net monthly revenues”) all divided by actual volumes delivered to the Vancouver International 
Airport (the denominator) and multiplied by shippers share of actual volumes delivered to the Vancouver 

International Airport (“shippers volumes”). 

 Sample formula  =     net monthly revenues       *    shippers volumes 
    actual volumes delivered 

15.3.2 In the event that volumes are not received for delivery on the pipeline in a given month, the net monthly 
revenues shall be prorated based on the amounts invoiced to shippers in the prior month. 
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16. LICENCE 

No turbine fuel will be accepted for transportation hereunder from any shipper conducting the business of selling turbine fuel and 
other aviation fuel and oil products at Vancouver International Airport until such shipper has provided evidence satisfactory to 
carrier that it has received the necessary authority to conduct such business from the Vancouver International Airport Authority 
and/or the Minister of Transport pursuant to the Public Lands Leasing and Licensing Regulations.  
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                                                                  Proposed Tariff No. 39 
          Cancels Final Tariff No. 38 

______________________________________________________________________________________________ 

 
TRANS MOUNTAIN (JET FUEL) INC. 

TURBINE FUEL TARIFF 
 

THE RATES AND CHARGES IN THIS TARIFF ARE FOR THE 
TRANSPORTATION OF TURBINE FUEL 

 
 

Subject to the rules and regulations as defined herein: 
 
 
 

    

Table 1:      Rates 

From Connected Locations Connected Refinery 

To Vancouver International Airport Burnaby Terminal 

Fees Annual Revenues allocated by Formula Gathering Line Fee ($/m³) 

2010 $6,789,000 $1.056 

2011 $5,836,350 $1.082 

2012 $5,982,259 $1.109 

2013 $6,131,815 $1.137 

2014 $6,285,111 $1.165 

2015 $6,442,238 $1.194 

2016 $6,603,294 $1.224 

2017 $6,768,377 $1.255 

2018 $6,937,586 $1.286 

 
 
 
 
 
 
 
 
Issued by:  
Jonathan Mackonka 
Analyst, Regulatory Affairs  
Kinder Morgan Canada Inc. 
Suite 2700, 300 – 5

th
 Avenue SW 

Calgary, Alberta  T2P 5J2 
(403) 206-6922 
Jonathan_Mackonka@kindermorgan.com 

Accepted for filing:   
 
Effective:  January 01, 2010 
 
Order No.      
 
Per:       
 

Secretary 
 B.C. UTILITIES COMMISSION 
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RULES AND REGULATIONS 

 
1. DEFINITIONS  

1.1 “annual” means the period beginning at 7:00 a.m. Mountain Time on the first day of January of any calendar year and 
ending at 7:00 a.m. Mountain Time on the first day of January of the next calendar year. 

1.2 “Burnaby Terminal” means a point of delivery from carrier’s pipeline into the petroleum pipeline of Trans Mountain 

Pipeline ULC as general partner for Trans Mountain Pipeline L.P. (“TMPLP”) 

1.3 "carrier" means Trans Mountain (Jet Fuel) Inc. 

1.4 “connected locations” means the receipt points for Jet Fuel located at the following pipeline locations, and demarcated 
as the suction side of the jet fuel pumps at these facilities: 

1.4.1 Marketing Terminals located at the Burmount Terminal owned and operated by Shell Canada Ltd. and 

Westridge Terminal owned and operated by Trans Mountain Pipeline L.P.; and 

1.4.2 “connected refinery” located at Burnaby, B.C. owned and operated by Chevron Canada Ltd.. 

1.5 “formula” means the formula as described in Rule 15. 

1.6 "m3" means cubic metre at 15o Celsius. 

1.7 "month" means the period beginning at 7:00 a.m. Mountain Time on the first day of any calendar month and ending at 

7:00 a.m. Mountain Time on the first day of the next calendar month. 

1.8 "tender" means an offer by a shipper to carrier of a stated quantity of turbine fuel for transportation from a specified 
reception point or points to a specified destination point or points in accordance with these rules and regulations. 

1.9 "turbine fuel" means aviation turbine fuels which fall within the definitions of treated turbine fuel or untreated turbine 

fuel. 

1.10 "treated turbine fuel" means aviation turbine fuels conforming to the latest revisions of the Canadian General Standards 
Board, currently  CAN/CGSB-3.23-2005 Aviation Turbine Fuel (Grades JET A and JET A-1). 

1.11 "untreated turbine fuel" means aviation turbine fuels which meet the standards applicable to treated turbine fuel except 

for electrical conductivity. 

 

2. DUTY OF CARRIER 

Subject to any applicable government regulations carrier will accept tenders for transportation of turbine fuel in accordance with 
the terms of this Tariff if satisfactory evidence has been furnished by shipper that arrangements acceptable to carrier have been 

made to deliver such turbine fuel into carrier's pipeline system. Carrier will transport turbine fuel with reasonable diligence, 
considering the quantity of turbine fuel being transported, the distance of transportation, the safety of operation and other 

material factors. Carrier may refuse to accept turbine fuel for transportation unless satisfactory evidence is furnished that shipper 
or consignee has provided the necessary facilities for the prompt receiving of said turbine fuel at its destination. Carrier's 

terminal tanks are working tanks only and carrier does not furnish storage facilities. 
 

3. TITLE 

No turbine fuel will be accepted for transportation the title to which is in litigation or as to which a dispute of title exists or the 

title to which is encumbered by lien or charge of any kind, provided, however, that carrier may waive this requirement if 
satisfactory bond or other surety has been furnished by shipper or consignee. 

 

4. SPECIFICATIONS AS TO QUALITY RECEIVED 

No turbine fuel will be accepted for transportation except good merchantable turbine fuel which is readily transportable by 

carrier's facilities and no turbine fuel will be accepted the quality of which has been impaired through the character of storage in 
which it has been held, nor will turbine fuel be accepted which contains undissolved water, mineral acidity, sediment, or 

suspended matter or which has a nauseating or irritating odour. No substance of known dangerous toxicity under usual conditions 
of handling and use shall be present, except as permitted herein. No turbine fuel will be accepted unless, in the opinion of carrier, 

its characteristics are such that it will be readily transportable as a separate batch or in a commingled batch and will not 
materially affect the quality of other shipments or cause disadvantage to other shippers and/or carrier. No turbine fuel will be 

accepted for transportation until shipper has delivered to carrier a Certificate of Quality in a form satisfactory to carrier. 
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5. CONDUCTIVITY ADDITIVE AND CLAY FILTERING 

Carrier's airport injection and filtering facilities are utilized as required to ensure that only treated turbine fuel is delivered by 

carrier in accordance with Rules 6 and 8. Carrier will operate its injection and filtering facilities, as requested by shipper, and 
will exercise reasonable care in so doing; however, shipper is solely responsible for determining the steps to be taken to upgrade 

its untreated turbine fuel including the selection and supply of additives, the determination of volumes to be injected and the 
initiation and duration of filtering. 

 

6. RESPONSIBILITY FOR QUALITY DELIVERED 

Carrier will use reasonable efforts to deliver treated turbine fuel of a grade and density equivalent to that accepted from shipper, 

however, carrier shall be under no obligation to deliver the identical turbine fuel but may make delivery out of its common stock. 
Shipping specifications of Jet A-1 shall be such as to permit the blending of Jet A into Jet A-1 to the limit of one percent (1%) of 

Jet A-1 delivered to consignee. Within these limits revaluations deemed appropriate by reason of difference in grade and quality 
that may occur between receipt and delivery of turbine fuel by carrier shall be between and for the account of the shippers and 

consignees. Carrier shall have no responsibility in or for such revaluations or settlements other than to furnish data on quantities 
and densities of the turbine fuel so received and delivered.  

 

7. BATCHING INFORMATION 

Turbine fuel will be accepted for transportation in accordance with batching schedules to be issued monthly by carrier. 

Information for these batching schedules is to be supplied to carrier by shipper and/or consignee on or before the twenty first 
(21st) day of the month preceding the month during which the turbine fuel is to be transported. Batches of turbine fuel will be 

transported in minimum quantities of not less than eight hundred (800) m3 except that carrier may move smaller batches when, in 
the opinion of carrier, such movement is practical. The quantity delivered at destination must be a minimum of eight hundred 

(800) m3 unless, in the opinion of carrier, the delivery of smaller quantities is practical. If total volume tendered for shipment 
during any one month exceeds the pipeline delivery capacity for such month, turbine fuel will be transported in such quantities 

and at such times to the limit of capacity so as to avoid discrimination among shippers. 

 

8.  DELIVERIES 

At Vancouver International Airport, turbine fuel will be delivered into carrier's terminal tanks. On completion of delivery and 
any necessary additive injection or filtering, carrier will isolate tank or tanks utilized and will determine quality of treated turbine 

fuel delivered. Immediately tankage is so isolated, custody of treated turbine fuel therein is transferred from carrier to consignee. 
Deliveries of turbine fuel at Burnaby Terminal will be made by direct injection from carrier to Burnaby Terminal. 

 

9. GAUGING AND VOLUME CORRECTIONS 

Prior to its acceptance by carrier and following its delivery, turbine fuel will be measured by representatives of carrier. At the 

option of carrier turbine fuel may be measured by metering or gauging. If tank gauges are used, quantities will be determined 
from regularly compiled 100% tank tables. Turbine fuel of required specification will be received and delivered with volume 

corrected from observed temperature to 15° Celsius. 

 

10.  DOCUMENTS 

Turbine fuel received or delivered in each instance shall be evidenced by tickets showing either the metered total or the opening 
and closing tank gauges, temperature and any other data essential to the determination of quantity. Shipper may have a 

representative present at the gauging, metering, and testing. 

 

11.  DESTINATION 

Upon 24 hours notice by carrier, shipper or consignee shall accept and remove its shipment from carrier's delivery facilities. If 
shipment is not being removed in a reasonable manner after expiration of the twenty-four (24) hours notice, a demurrage charge 

of $0.025 per m3 per day or part thereof shall accrue on all turbine fuel not removed. 
 

In the event shipper is unable to upgrade its untreated turbine fuel so that it will meet the standards of treated turbine fuel, 
shipper shall take immediate steps to remove the untreated turbine fuel in order to provide space in carrier's terminal tanks for the 

receipt of succeeding tenders, and any untreated turbine fuel not removed three (3) days after notice is given may be disposed of 
by carrier at the expense of the responsible party or parties. 
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12. PAYMENT OF TARIFF CHARGES AND LIEN FOR UNPAID CHARGES  

Shipper or consignee shall pay all applicable transportation charges, cargo rates, airport charges and other lawful charges 

accruing on turbine fuel delivered to and accepted by carrier for shipment, and, if required, shall pay the same before delivery at 
destination. Carrier shall have a lien on all turbine fuel in its possession belonging to shipper or consignee to secure the payment 

of any and all unpaid transportation or other lawful charges that are due to carrier, and may withhold such turbine fuel from 
delivery until all unpaid charges have been paid. If such charges remain unpaid fourteen (14) days after notice and demand 

therefore, or even in the absence of unpaid charges when there shall be a failure to take turbine fuel within fourteen (14) days 
after the expiration of notice of arrival at destination as provided in Rule 11, carrier shall have the right directly, or through an 

agent, to sell such turbine fuel at public auction, at carrier's office in Calgary, Alberta, Canada, on any day not a legal holiday, 

after three (3) consecutive days' publication of notice of such sale in a daily newspaper of general circulation published in that 
city, stating the time and place of sale, and the quantity and location of turbine fuel to be sold. At such sale carrier shall have the 

right to bid and, if the highest bidder, to become the purchaser. From the proceeds of such sale carrier will pay itself the 
transportation and all other lawful charges, including reasonable storage charges pending sale and expenses incident to said sale, 

and the balance remaining, if any, shall be held for whomsoever may be lawfully entitled thereto. 

 

13.  LIABILITY OF CARRIER 

Carrier while in possession of turbine fuel, shall not be liable for any loss thereof, damage thereto or delay caused by fire, storm, 

flood, epidemics, acts of God, riots, insurrection, rebellion, sabotage, strikes, labour disturbances, shortage of labour or 

breakdown of transportation or storage facilities, war or acts of the Queen's enemies, or from quarantine, or authority of law or 
from any order, requisition, interest or necessity of the Government of Canada or any province thereof, default of the owner, 

shipper or consignee, or from any cause whatsoever, whether enumerated herein or not, except by its own direct negligence or 
the negligence of its servants or agents. In case of the loss of turbine fuel from any cause other than the direct negligence of 

carrier, its servants or agents, shipper shall bear a loss in such proportion as the amount of its shipment, already delivered to 
carrier, bears to all the turbine fuel then in the custody of carrier, and shipper shall be entitled to have delivered only such portion 

of its shipment as may remain after deduction of its due proportion of such loss.  

 

14. CLAIMS, SUITS AND TIME FOR FILING 

As a condition precedent to recovery, claims for loss, damage, or delay in connection with the shipment of turbine fuel tendered 
for shipment under the terms of this tariff must be filed in writing with carrier within one month after delivery of the turbine fuel, 

or, in the case of failure to make delivery, then within three (3) months after a reasonable time for delivery has elapsed; and suits 
arising out of such claims must be instituted against carrier within six (6) months from the day when notice is given in writing by 

carrier to claimant that carrier has disallowed the claim or any part or parts thereof specified in the notice. In causing turbine fuel 
to be transported under this tariff, shipper and consignee agree to be bound by the provisions of this Rule and waive any rights 

which they or either of them might otherwise have, at common law or otherwise, to make a claim after the expiration of the said 
period of one (1) month or the said period of three (3) months as the case may be or to bring an action after the expiration of the 

said period of six (6) months. 

 

15. APPLICATION OF RATES AND CHARGES 

15.1 Turbine fuel accepted for transportation shall be subject to the charges in effect on the date of receipt thereof by carrier, 
irrespective of the date of tender. 

15.2 Turbine fuel accepted for transportation from the connected refinery for delivery to Burnaby Terminal shall be subject 

to the gathering line fee, as set out in Table 1, to be assessed only on the net quantities of such turbine fuel delivered.  

15.3 Turbine fuel accepted for transportation for delivery to the Vancouver International Airport shall be subject to charges 
defined by formula.  The formula is defined as: 

15.3.1 The annual revenues, as set out in Table 1,  divided by twelve (12) less monthly revenues collected under Rule 

15.2 (“net monthly revenues”) all divided by actual volumes delivered to the Vancouver International 
Airport (the denominator) and multiplied by shippers share of actual volumes delivered to the Vancouver 

International Airport (“shippers volumes”). 

 Sample formula  =     net monthly revenues       *    shippers volumes 
    actual volumes delivered 

15.3.2 In the event that volumes are not received for delivery on the pipeline in a given month, the net monthly 

revenues shall be prorated based on the amounts invoiced to shippers in the prior month. 
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16. LICENCE 

No turbine fuel will be accepted for transportation hereunder from any shipper conducting the business of selling turbine fuel and 

other aviation fuel and oil products at Vancouver International Airport until such shipper has provided evidence satisfactory to 
carrier that it has received the necessary authority to conduct such business from the Vancouver International Airport Authority 

and/or the Minister of Transport pursuant to the Public Lands Leasing and Licensing Regulations.  
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GLOSSARY OF TERMS AND ABBREVIATIONS 

AACEI Association for the Advancement of Cost Engineering International 

# Number 

Abandon To permanently cease operation such that the cessation results in the 

discontinuance of service 

Alliance Alliance Pipeline Ltd. 

Applicants All companies which filed abandonment cost estimate applications with 

pipeline-specific values for Board approval. Specifically, Alliance Pipeline 

Ltd., Enbridge Pipelines Inc., Enbridge Pipelines (NW) Inc., Kinder Morgan 

Cochin ULC, Trans Mountain Pipeline ULC on behalf of Trans Mountain 

LP, Foothills Pipe Lines Ltd., TransCanada Keystone Pipeline GP Ltd., 

TransCanada PipeLines Limited, Trans Québec & Maritimes Pipeline Inc., 

NOVA Gas Transmission Ltd., Trans-Northern Pipelines Inc., Westcoast 

Energy Inc., carrying on business as Spectra Energy Transmission 

Base Case A set of preliminary assumptions (including cost parameters and physical 

assumptions) set out by the Board to facilitate the filing of preliminary 

estimates of future abandonment costs, proposals to collect abandonment 

funds, and processes and mechanisms to set aside abandonment costs   

Base Case Unit 

Costs 

Preliminary averages or ranges of cost factors available for use by NEB-

regulated companies in order to derive abandonment cost estimates in the 

absence of pipeline-specific estimates. The Unit Costs presented in Table A-

3 for individual cost categories constitute the Base Case Unit Costs 

CAEPLA Canadian Association of Energy and Pipeline Landowner Associations 

CAPP Canadian Association of Petroleum Producers 

CEPA Canadian Energy Pipeline Association 

CEPA Report 2006 report prepared by a subcommittee of the Terminal Negative Salvage 

Steering Committee of the Canadian Energy Pipeline Association 

Cost Category A collection of related activities or expenses expected to be a significant 

proportion of a company’s total abandonment cost estimate 

Enbridge Enbridge Pipelines Inc. and Enbridge Pipelines (NW) Inc. 

Enbridge (NW) Enbridge Pipelines (NW) Inc. 

Enbridge 

Pipelines  

Enbridge Pipelines Inc. 

Foothills  Foothills Pipe Lines Ltd. 

GIS Geographic Information System 
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iv

Group 1 

companies 

In general, companies that are regulated by the Board with more extensive 

systems and as such, subject to a greater degree of regulatory oversight on 

financial matters than Group 2 companies 

Group 2 

companies 

Companies regulated by the Board, other than Group 1 companies. Group 2 

companies tend to have smaller systems, with fewer shippers and are 

subject to a lighter degree of regulatory oversight on financial matters than 

Group 1 companies 

Kinder Morgan Kinder Morgan Cochin ULC 

KM or km Kilometre(s) 

Large diameter 

pipeline 

A pipeline with a diameter that is greater than 26 inches or 660 mm 

LMCI Land Matters Consultation Initiative, an NEB initiative consisting of four 

distinct topic streams 

M&NP Maritimes & Northeast Pipeline Management Ltd. 

Medium diameter 

pipeline 

A pipeline with a diameter that is 14 to 24 inches or 355.6 to 610 mm 

MM or mm Millimeter(s) 

MPLA Manitoba Pipeline Landowners Association 

MW or mw Megawatt 

NEB National Energy Board 

NEB Act National Energy Board Act 

NGTL NOVA Gas Transmission Ltd. 

OPLA Ontario Pipeline Landowners Association 

Pipeline 

Abandonment 

Matrix Table 

Table 1 of the CEPA Report which sets out options for pipeline 

abandonment for various land-use categories 

RoW Right-of-way 

SAPL Saskatchewan Association of Pipeline Landowners 

Small diameter 

pipeline 

A pipeline with a diameter that is 2 to 12 inches or 60.3 to 323.9 mm 

SPLA South Peace Landowners Association 

Stream 4 The stream of the LMCI dealing with physical issues related to pipeline 

abandonment 
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v

TQM Trans Québec & Maritimes Pipeline Inc. 

Trans Mountain  Trans Mountain Pipeline ULC on behalf of Trans Mountain LP 

TransCanada Foothills Pipe Lines Ltd., NOVA Gas Transmission Ltd., Trans Québec & 

Maritimes Pipeline Inc., TransCanada Keystone Pipeline GP Ltd., and 

TransCanada PipeLines Limited 

TransCanada 

Keystone  

TransCanada Keystone Pipelines GP Ltd. 

TransCanada 

PipeLines 

TransCanada PipeLines Limited 

Trans-Northern  Trans-Northern Pipelines Inc. 

Unit Costs Preliminary averages or ranges of cost factors for abandonment activities 

within various cost categories. In this report, the term covers the Base Case 

Unit Costs or pipeline-specific Unit Cost estimates developed by NEB-

regulated companies. 

UPA Union des producteurs agricoles 

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

Transmission 
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1

Chapter 1 

Introduction 

1.1 Background 

1.1.1 Pipeline Abandonment – Financial Issues 

In early 2008, the National Energy Board (Board or NEB) identified a proposed approach for the 

Land Matters Consultative Initiative (LMCI), consisting of four distinct topic streams. One of the 

streams, Stream 3, was Pipeline Abandonment – Financial Issues. The Board indicated that the 

key issue to be considered in respect of that stream was: “What is the optimal way to ensure that 

funds are available when abandonment costs are incurred?”  The Board noted two key principles 

fundamental to its future decisions with respect to the financial matters related to pipeline 

abandonment. These were: 

a) Abandonment costs are a legitimate cost of providing service and are recoverable 

upon Board approval from users of the system; and 

b) Landowners will not be liable for costs of pipeline abandonment. 

The Board decided to convene a public hearing to consider the financial issues related to pipeline 

abandonment. Pursuant to subsection 15(1) of the National Energy Board Act (NEB Act), the 

Board authorized three members to conduct the hearing and report and make recommendations 

to the Board in respect of the decision to be made by the Board on the issues in the hearing. The 

three member panel conducted the hearing, the oral portion of which was held in January 2009. 

The panel presented its report and recommendations to the Board in April 2009. 

In May 2009, the Board issued the RH-2-2008 Reasons for Decision, adopting the panel’s report 

and recommendations. The RH-2-2008 Reasons for Decision set out guiding principles, a five-year 

Action Plan for companies to follow, and a Base Case for preparing preliminary cost estimates. 

The Board indicated that it would hold a technical conference in November 2009 to discuss the 

Base Case assumptions and issue revised assumptions if necessary. The Board directed all NEB-

regulated companies to begin to set aside abandonment funds no later than May 2014. 

1.1.2 Development of Base Case and Unit Cost Factors 

On 17 November 2009, the Board held a technical conference to discuss the Base Case 

assumptions. Prior to the commencement of the technical conference, the Board requested that 

conference participants proposing refinements to the Base Case assumptions file written 

submissions in advance of the conference. Companies including, but not limited to, Alliance 

Pipeline Ltd. (Alliance), Enbridge Pipelines Inc. (Enbridge Pipelines), Kinder Morgan Cochin 

ULC (Kinder Morgan), TransCanada PipeLines Limited (TransCanada PipeLines), and 

Westcoast Energy Inc. carrying on business as Spectra Energy Transmission (Westcoast), filed 

submissions, and also participated at the technical conference. 
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After the technical conference, the Board issued a conference report which summarized the 

discussion at the conference. The Board requested comments in respect of this report and cost 

categorizations that might be expected to comprise major proportions of total abandonment 

costs. The Board subsequently requested further information from conference participants on 

Unit Cost information. 

The Board considered all the submissions received and released a revised Base Case on 4 March 

2010 (Appendices II, III and V). The Base Case included physical assumptions, but not Unit 

Costs. The Board indicated that it would be communicating with stakeholders on a further 

process to develop specific estimates for unit cost factors. 

On 29 March 2010, the Board released a letter indicating that Board staff would be consulting 

with stakeholders to assist the Board in establishing Unit Costs. The Board subsequently issued 

draft Unit Costs for comment. The draft Unit Costs were also discussed at a public meeting. 

Subsequent to that meeting, Board staff received further informal feedback from stakeholders. 

Comments on the second draft were received from, among others, Alliance, Enbridge Pipelines, 

Westcoast and TransCanada PipeLines. Based on all feedback received, in December 2010, the 

Board issued a letter and amended tables which contained Unit Costs (Appendix IV). 

1.1.3 Process for Abandonment Cost Estimates set out in the RH-2-2008 Reasons 

for Decision and subsequent steps 

In the RH-2-2008 Reasons for Decision, the Board stated that any process and mechanism for 

setting aside the funds for abandonment should have regular reviews (at least every five years) of 

the amount of funds set aside. The Board also said that regular reporting to the Board and 

stakeholders must be built into any process and mechanism.  

Regarding abandonment cost estimates specifically, the Board directed each company under its 

jurisdiction (Group 1 and Group 2) to submit a preliminary estimate of the company’s total 

future abandonment costs. To facilitate this filing, the Board set out the preliminary Base Case as 

discussed in Section 1.1.1.  

The Board further indicated that companies could either file abandonment cost estimates using 

the Base Case or provide their own pipeline-specific estimates of abandonment costs. Pipeline-

specific estimates of abandonment costs were to be accompanied by discussion and supporting 

evidence for any assumptions used that differed from those in the Base Case. These estimates 

would be subject to Board approval. 

According to the five-year Action Plan, companies were required to file preliminary 

abandonment cost estimates with the Board no later than 31 May 2011. In January 2011, several 

companies requested an extension. In March 2011, the Board granted the companies a six-month 

extension for the cost estimates filing, to 30 November 2011. However, the Board still required a 

filing from each Group 1 company on their preliminary physical assumptions in May 2011.  

In November 2011, Group 1 companies filed their preliminary abandonment cost estimates. 

Twelve of the 13 Group 1 companies filed pipeline-specific values. Maritimes & Northeast 

Pipeline Management Ltd. (M&NP) used the Board’s Base Case and therefore, pursuant to the 
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Board’s direction in the RH-2-2008 Reasons for Decision, does not require Board approval of its 

abandonment cost estimates. 

On 1 May 2012, the Board decided that the oral portion of the hearing to consider the Group 1 

preliminary abandonment cost estimates would commence 30 October 2012. In light of the 

timing of the oral portion of the hearing, the Board revised the remaining deadlines in the Action 

Plan on 1 June 2012 (the Revised Action Plan) (Appendix I). 

Group 2 companies were also required to file their preliminary abandonment cost estimates in 

November 2011. The preliminary cost estimates of Group 2 companies were not considered in 

the same process as the estimates of the Group 1 companies.  

1.1.4 MH-001-2012 Hearing Process 

The Board issued Hearing Order MH-001-2012 for the preliminary abandonment cost estimates 

of all Group 1 companies (other than M&NP) on 1 February 2012. The Hearing Order also 

included a draft Scope of the Proceeding. The Board finalized the Scope of the Proceeding in its 

Procedural Update, dated 1 May 2012 (the Procedural Update). 

To assist with the hearing process, the Board held information sessions for parties interested in 

participating in the hearing. Sessions in French and English were held on 22 March 2012 and 

English-only sessions on 27 March 2012 and 26 September 2012. French-only sessions were 

held on 24 May and 30 August 2012. The purpose of these sessions was to share information 

about the Board’s role in the hearing and how to participate in the process.  

On 14 June 2012, the Board determined that the oral portion of the MH-001-2012 hearing would 

be held in Calgary. The Board further decided to provide video and teleconferencing as well as 

webinar in order to facilitate the participation of intervenors.  

Written evidence was filed by, among others, the Canadian Association of Petroleum Producers 

(CAPP), Canadian Association of Energy and Pipeline Landowner Associations (CAEPLA), 

Manitoba Pipeline Landowners Association (MPLA), Ontario Pipeline Landowners Association 

(OPLA), Saskatchewan Association of Pipeline Landowners (SAPL), South Peace Landowners 

Association (SPLA), l’Union des producteurs agricoles (UPA), as well as Richard Kraayenbrink 

and Hellmut Patzelt. 

A number of other persons intervened or participated by submitting a letter of comment. 

The oral portion of the hearing commenced in Calgary, Alberta on 30 October 2012 and finished 

on 8 November 2012.  

1.2 Reasons for Decision MH-001-2012 

These Reasons for Decision provide an overview of the matters considered by the Board in 

reaching a decision in respect of the abandonment cost estimates applications filed by Alliance, 

Enbridge Pipelines, Enbridge Pipelines (NW) Inc. (Enbridge NW), Kinder Morgan, Trans 

Mountain Pipeline ULC on behalf of Trans Mountain LP (Trans Mountain), Foothills Pipe Lines 

Ltd. (Foothills), TransCanada Keystone Pipeline GP Ltd. (TransCanada Keystone), TransCanada 

PipeLines, Trans Québec & Maritimes Pipeline Inc. (TQM), NOVA Gas Transmission Ltd. 
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(NGTL), Trans-Northern Pipelines Inc. (Trans-Northern) and Westcoast (collectively, 

Applicants). 

In the Scope of Proceeding, the Board indicated that it would consider the reasonableness of each 

Applicant’s cost estimates, including but not limited to: 

A. Reasonableness of each Applicant’s assumptions regarding the proposed abandonment 

methods, including environmental considerations (depth of cover, ground subsidence, 

remediation, crossings, erosion, reclamation) for each land-use category: 

i. agricultural (including cultivated and non-cultivated); 

ii. non-agricultural (including developed land, and land expected and not 

expected, to be developed); and 

iii. other (environmentally sensitive and crossings). 

B. Scope and rationale for each abandonment activity considered for estimating costs for: 

i. cleaning of facilities; 

ii. pipeline abandonment-in place; 

iii. special treatment; 

iv. pipeline removal; 

v. above-ground facilities; and 

vi. engineering and project management. 

C. Approach to estimation of: 

i. contingency; and 

ii. provisions for post-abandonment. 

In reviewing the cost estimates applications, the Board considered whether each Applicant’s 

estimates, as filed, were reasonable.  The Board also considered Applicants’ cost estimates 

applications in the context of the principles and considerations set out in the RH-2-2008 Reasons 

for Decision. Details of the Board’s assessment of the issues identified by the Board or by parties 

to the proceeding are set out in this decision. 

As already stated in the RH-2-2008 Reasons for Decision, the Board indicated that the process 

and mechanism for setting aside the funds for abandonment should have regular reviews (at least 

every five years). The Board’s conclusions in these Reasons for Decision are based on the 

evidence submitted at this proceeding and therefore are the Board’s conclusions at this time. 

Where the Board concludes that Applicant-specific assumptions are reasonable, such 

determinations have been based on, and are applicable only to, the Applicant-specific and 

pipeline-specific information considered during this proceeding. The Board anticipates that 

future developments in research, technology, information sharing and actual abandonment 

experience will lead to greater precision in the estimation of future abandonment costs, likely 

informing future initiatives and decisions in these matters. 

In reaching its conclusions, the Board considered all of the evidence on the record related to this 

matter. The regulatory documents on file in the MH-001-2012 proceeding are available on the 

Board’s website, www.neb-one.gc.ca. Significant rulings made by the Board during the hearing 

are contained in Appendix VII.  
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Chapter 2 

Land-use Designation  

The designation of land-use, both existing and future, is an important consideration when 

determining physical methods of abandonment of a pipeline or facility, and when determining 

preliminary cost estimates. Land-use categorization includes identification of land characteristics 

and uses of the land (that is, areas that are sensitive to land disturbance, slopes, mountainous 

terrain, parks, cultivated lands, developed areas, etc.).  

The Board’s 4 March 2010 letter included Table A-1. This table was developed to assist 

companies in determining the length of pipeline and number of facilities in each land-use and 

pipeline diameter category, for the purposes of estimating preliminary cost estimates. The 

framework of Table A-1 was based on the pipeline abandonment matrix provided in Canadian 

Energy Pipeline Association’s (CEPA) 2006 report entitled Pipeline Abandonment Assumptions 

(CEPA Report). Table A-1 is contained in Appendix II.  

Table A-1 provides for different pipeline diameters: small (2 to 12 inches, 60.3 to 323.9 

millimetre (mm)); medium (14 to 24 inches, 355.6 to 610 mm); and large (>26 inches, >660 

mm). It also provides for land-use categories and sub-categories as described below:  

 Agricultural  

o Cultivated; 

o Cultivated with special features (depth of cover considerations such as tree farms, 

turf farms, deep-tilling operations); and 

o Non-Cultivated  (native prairie, rangeland). 

 Non- Agricultural 

o Existing Developed Lands (commercial, industrial, residential); 

o Prospective Future Development (commercial, industrial, residential); and 

o No Future Development Anticipated (for example, forest areas). 

 Other Areas 

o Environmentally Sensitive Areas (including parks, wetlands, natural areas, 

species at risk habitat); 

o Roads and Railways; 

o Water Crossings (streams, rivers, lakes, canals); and 

o Other Crossings (utilities, other pipelines). 

This chapter discusses the methodologies used by Applicants to determine land-use 

categorization for the lands traversed by their pipelines. It also considers the manner in which 

Applicants have ascertained and assigned the number of kilometres (km) of pipeline in each of 

the land-use categories. A summary of the physical information filed by Applicants is included 

in Appendix VI. 
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Views of the Applicants 

Alliance 

Alliance submitted that it acquired all of its pipeline data during the construction of its pipeline 

system. The data included pipe size and pipeline boundaries and was put into a Geographic 

Information System (GIS) database. Alliance stated that it maintains an imagery database that is 

updated periodically. For the purposes of establishing its abandonment cost estimates, Alliance 

used its integrated database to virtually ‘fly’ the line and determine land-use types by quarter 

section for the entire Canadian portion of its pipeline system. In addition to identifying land-use 

type, environmentally sensitive areas were flagged, and road, railway and water crossing lengths 

were determined. 

Alliance stated that the figures contained in its sub-category of “Prospective Future 

Development” were determined based on its knowledge of the routing, the proximity of the 

pipeline to populated areas, and a generous approach to potential growth of these populated 

areas. Within this sub-category, Alliance made a distinction between prospective future 

residential development and prospective future industrial development. Alliance noted it had 

difficulty predicting the type of future industrial development and stated that it would determine 

the abandonment method at the time of development in consultation with the particular 

developer. 

Alliance categorized lands within its “No Future Development Anticipated” sub-category based 

on aerial imagery. Alliance noted that this sub-category primarily consisted of forested non-

agricultural lands.  

In response to SAPL’s questioning regarding the categorization of privately-owned native prairie 

lands under the “Agricultural, Non-Cultivated” sub-category, Alliance stated that native prairie 

under private title would fall within this sub-category. However, Alliance noted that, depending 

upon the land disposition, native prairie lands could also be categorized under the sub-category 

“Environmentally Sensitive Areas.”  

Enbridge Pipelines and Enbridge Pipelines (NW) (Enbridge) 

Enbridge developed definitions for each land-use category using those outlined in the CEPA 

Report. Definitions were then entered into Enbridge’s GIS system. Data from each province and 

territory was acquired and assigned to a land-use category in order to calculate the number of 

kilometres of Enbridge’s pipeline system within each land-use. 

For the land-use sub-category “Prospective Future Development,” Enbridge used Canada Land 

Inventory data and assumed that current town, city and village limits would be the extent of 

future development.  

Kinder Morgan 

Kinder Morgan conducted a land-use study that provided some of the data required to prepare its 

preliminary abandonment cost estimates. The study provided input on land-use; reviewed 

available land-use planning documents for lands crossed by the Kinder Morgan pipeline; 

identified areas where removal is recommended based on foreseeable land-use change; 

calculated the total length of pipeline recommended for removal; and reviewed easement 

requirements for potential abandonments.   
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Kinder Morgan modified Table A-1 to better reflect, in its view, the way it collected and 

categorized land-use and other data. The main modifications include moving the 

“Environmentally Sensitive Areas” sub-category to the “Other Areas” category and placing 

roads, railways and utilities in separate sub-categories within a new category entitled “Road, 

Railway and Utility Crossings”; changing the “Water Crossings” sub-category to a category 

entitled “Watercourse Crossings” with sub-categories for rivers, creeks and wetlands; moving the 

“Above-Ground Facilities” category from a column to a row and renaming it “Facilities”; and 

adding new sub-categories for terminals, pump stations and block valves.  

Trans Mountain  

Trans Mountain collected land-use data using a combination of in-house resources and external 

consultants. TERA Environmental Consultants was contracted to conduct a Land Use Study 

(TERA Study) and OSD Pipelines was contracted to conduct a Road, Railway, and Utility 

Crossing Study. Both consultants used a combination of Trans Mountain GIS data and other 

sources of information (government data, Google Earth, etc.). The TERA Study included 

collection of data on watercourse crossings and special land features.  

Trans Mountain modified Table A-1 to better reflect the way that Trans Mountain collected and 

categorized land-use and other data. The main modifications include adding a “Prospective 

Future Development” sub-category to the “Agricultural” land-use category; moving the 

“Environmentally Sensitive Areas” sub-category to the “Other Areas” category; combining the 

“Roads & Railways” and “Utilities” sub-categories; changing the “Water Crossings” sub-

category to a category and adding new sub-categories for “Rivers, Creeks and Wetlands”; 

moving the “Above-Ground Facilities” category from a column to a row and renaming it 

“Facilities”; and adding new sub-categories for terminals, pump stations and block valves.  

TransCanada PipeLines, Foothills, NGTL, TQM, TransCanada Keystone (TransCanada) 

TransCanada undertook a land-use analysis to classify the land along their pipeline system and to 

determine the length of pipe located within each land-use category. TransCanada stated that they 

used in-house facility location data from TransCanada’s Orion Database as well as data from 

GeoBase20, which is a government initiative administered by the Canadian Council on 

Geomatics. The land-use categories derived from Orion and GeoBase were applied and a 

subsequent desktop review was completed to further delineate land-use categories.  

TransCanada stated that their land-use categories differed from the matrix provided in the CEPA 

Report in some ways. TransCanada created a separate sub-category entitled “Public Gravel Road 

Crossings” since they assumed that pipelines of less than 12 inches in diameter which traverse 

gravel road crossings would be abandoned-in-place without fill material.  

Trans-Northern 

Trans-Northern assembled a panel of subject matter experts (SMEs) who had knowledge of its 

pipeline route, land-use and land character. The SMEs reviewed Trans-Northern’s photo-

alignment sheets, Google Earth satellite and Street-View images. In addition, Trans-Northern 

noted land characteristics and land-uses such as urban, cultivated and uncultivated farmland, 

forest, and scrubland. 
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Trans-Northern deemed the “Prospective Future Development” sub-category to be lands in urban 

areas that are subject to in-fill and zones where expansion has taken place and is progressing 

outward from city cores. Trans-Northern included forested areas, environmentally sensitive 

areas, wetlands, parklands, and utility corridors in the “No Future Development Anticipated” 

sub-category.  

Westcoast  

Westcoast submitted that it used a GIS which incorporated aerial photography to view and 

measure its pipeline system. The GIS was used to calculate the length of pipelines within each 

land-use category.  

Westcoast used the land-use categories set out in Table A-1, with the exception of the 

“Environmentally Sensitive Areas” category. Westcoast included environmentally sensitive areas 

in its “Agricultural” and “Non-Agricultural” categories. Westcoast noted that it provided the 

number of crossings by type, rather than by length. Westcoast stated that it believes this approach 

forms a more appropriate basis for estimating the abandonment costs associated with crossings. In 

addition, Westcoast stated that it did not provide a breakdown of the crossings by pipe diameter as 

it is proposing a similar method of abandonment for crossings regardless of pipe size.  

Westcoast, through a detailed examination of its pipeline and the communities along its pipeline 

route, identified areas that would fall in the sub-category of “Prospective Future Development”. 

Westcoast considered a number of factors including ownership, current land-use, existing 

dwellings, and growth patterns to determine whether an area should be included as prospective 

for future residential, commercial, or industrial development. Natural barriers such as 

watercourses and steep terrain, as well as the presence of other utilities such as railway lines and 

overhead high voltage power lines, were also considered when defining the boundaries of areas 

of potential future development. Westcoast stated that it used a conservative approach in 

allocating sections of pipeline to the “Prospective Future Development” sub-category so that the 

estimate for pipeline removal would not be understated. 

Views of the Intervenors 

Both CAEPLA and SAPL submitted that most privately-owned pasture land could be cultivated 

at any time, and as a result, there should be no differentiation made between cultivated and non-

cultivated lands in the “Agricultural” category.  SAPL submitted that land which is not presently 

cultivated can be cultivated by the landowners in the future, and that there is currently a 

transition underway toward cultivating more of those lands.  
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Views of the Board  

The Board assessed the reasonableness of the methodologies used by Applicants to assign 

the number of kilometres of pipeline in each of the land-use categories. The Board also 

considered the reasonableness of Applicants’ land-use categories. The Board compared 

the Applicants’ land-use designation with those described in Table A-1 of the Board’s 4 

March 2010 letter. In cases where Applicants used a different approach, the Board 

assessed the reasonableness of the rationale provided. 

With respect to the methodologies used by Applicants to assign the number of kilometres 

of pipeline to each of the land-use categories, the Board recognizes that the 

methodologies used are based on each Applicant’s current knowledge and databases of 

their own pipeline systems. The Board finds that Applicants have justified the 

methodologies used, and accepts them as reasonable.  

With respect to designation of land-use categories, the Board notes that Applicants used 

different approaches. For example, some Applicants, like Enbridge, used the land-use 

categories provided in Table A-1 of the Board’s 4 March 2010 letter. However, some 

Applicants modified the land-use categories provided in Table A-1 based on the results of 

pipeline-specific land-use studies or the proposed abandonment method for a specific 

category or sub-category. The Board is of the view that for the purposes of designating 

land-use categories, Applicants are best positioned to categorize the land-use along their 

pipeline systems. Therefore, the Board finds that each Applicant’s designation of land-

use categories is reasonable. The Board’s specific comments in respect of some 

Applicants’ approaches are discussed below. 

Alliance separated “Prospective Future Residential Development” and “Prospective 

Future Industrial Development” into different sub-categories. The Board finds this 

approach to be reasonable. However, the Board’s views on Alliance’s proposed 

abandonment method assumptions are discussed in detail in Chapter 3.  

Trans-Northern included environmentally sensitive areas in the “No Future Development 

Anticipated” sub-category. Westcoast also included environmentally sensitive areas in the 

“Agricultural” and “Non-Agricultural” categories. The Board is of the view that these 

approaches are reasonable, as long as environmentally sensitive areas are accounted for in 

the land-use analysis, and costs associated with an appropriate abandonment method are 

allocated for that category. As Trans-Northern and Westcoast have accounted for 

environmentally sensitive areas and properly allocated costs for each category, the Board 

accepts their modifications.  

TransCanada created a separate sub-category entitled “Public Gravel Road Crossings.” 

Private road crossings are also included in TransCanada’s cost estimates. The Board accepts 

the rationale for the separate sub-category provided by TransCanada and finds the 

modification to be acceptable. 

The Board considered the views of the intervenors on the usage of “Agricultural, 

Cultivated” versus “Agricultural, Non-Cultivated” lands. In particular, the Board notes 

that CAEPLA and SAPL were of the view that most privately-owned pasture land could 

be cultivated at any time, and as a result, no differentiation should be made between 

“Agricultural, Cultivated” versus “Agricultural, Non-Cultivated” lands. The Board 
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accepts that a portion of privately-owned pasture land, whether cultivated or non-

cultivated, could be cultivated at a future point in time. It is the Board’s view that 

transitions between land-uses in the “Agricultural, Cultivated” and “Agricultural, Non-

Cultivated” sub-categories are likely to be based on economic factors. 

The Board commends Kinder Morgan and Trans Mountain for conducting comprehensive 

pipeline-specific land-use studies for the purposes of determining and categorizing land-use. 

In the Board’s view, more of these types of studies would assist Applicants in designating 

land-use in a more transparent manner. The Board encourages all Applicants to conduct 

pipeline-specific land-use studies. 

The Board is of the view that land-use categories will continue to be refined as new 

information becomes available. The Board accepts all Applicants’ methodologies for 

land-use designation, but notes that Applicants’ cost estimates will be regularly reviewed 

(at least every five years). The Board encourages Applicants to collaborate and, where 

possible, standardize the land-use categories with the input of landowners, regional and 

municipal planners, or by conducting pipeline-specific land-use studies. Consistency, 

where possible, among companies would assist all parties and the Board. 
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Chapter 3 

Physical Assumptions Regarding Abandonment 
Methods 

One of the key assumptions made by Applicants when calculating preliminary cost estimates is 

the proposed abandonment method. Proposed abandonment method assumptions may vary with 

land-use category.  

Table A-2 (Appendix III) of the Board’s 4 March 2010 letter provides the Base Case 

abandonment method assumptions for each land-use category. Abandonment assumptions 

include abandonment-in-place, abandonment-in-place with special treatment, and removal. The 

Board stated in its 4 March 2010 letter that, for the purposes of estimating costs for the sub-

categories of “Agricultural, Cultivated”; “Agricultural, Non-Cultivated”; and “Non-Agricultural, 

No Future Development Anticipated,” the Base Case assumption would be 80 per cent of 

pipeline to be abandoned-in-place and 20 per cent to be removed in all three sub-categories.  

In the RH-2-2008 Reasons for Decision, the Board noted that companies should use the Base 

Case assumptions if they are not able to determine reasonable pipeline-specific assumptions to 

calculate their preliminary estimates. The Board also stated that pipeline companies would be 

required to justify to the Board any assumptions used to calculate pipeline-specific estimates if 

they differed from the Board’s Base Case assumptions.  

This chapter outlines the Board’s consideration of the assumptions regarding each Applicant’s 

proposed abandonment method, by pipeline diameter, and in each of the land-use categories 

(land-use categories are discussed in further detail in Chapter 2), along with the submissions 

made on these issues by all intervenors. This chapter also outlines the environmental 

considerations such as depth of cover, ground subsidence, remediation, crossings, erosion, and 

reclamation that were discussed during the MH-001-2012 proceeding, as these considerations 

relate to Applicants’ proposed abandonment method. 

Views of the Applicants  

Each Applicant filed its own version of Table A-2 that either followed the Base Case or modified 

the Base Case to reflect Applicant-specific assumptions. A summary of each Applicant’s 

physical assumptions can be found in Appendix VI. 

Alliance 

Alliance submitted that any buried piping would be abandoned-in-place in an environmentally 

responsible manner. It did not assume removal of any buried pipe in the “Agricultural, 

Cultivated”; “Agricultural, Non-Cultivated”; and “Non-Agricultural, No Future Development 

Anticipated” land-use sub-categories.  

Alliance indicated that it would consider pipeline removal only in extraordinary circumstances, 

such as in areas of reasonably foreseeable future residential development. For future industrial 

development, Alliance noted that the determination of whether to remove the pipe would be 

made in consultation with the developer.  
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Alliance stated that in special cases, such as roadway or railway crossings, it would likely 

abandon pipelines in place with special treatment. Alliance indicated that any future 

abandonment plan would involve the removal of any above-ground facilities such as meter 

stations, compressor stations, and valve sites. Alliance submitted that any large-scale removal of 

buried piping would be cost-prohibitive, and suggested that environmental disturbance 

associated with abandonment-in-place would be far less disruptive to landowners and other 

stakeholders.  

Alliance further stated that the potential for any risks associated with leaving the pipe in the 

ground are minimal. With respect to easement agreements, Alliance noted that it took into 

account the land rights provisions described in its right-of-way (RoW) and easement agreements 

to determine pipeline removal proportions. Alliance further noted that these agreements do not 

require pipeline removal, and in no way prohibit abandonment-in-place.  

Alliance also emphasized that its preliminary abandonment cost estimates are consistent with the 

analysis and recommendations in the CEPA Report. Alliance stated that removal costs resulting 

from site-specific assessments were not specifically taken into account in its cost estimates since 

what may or may not occur in the future is speculative. Alliance noted that removal costs from 

site-specific activities would be captured in its contingency fund. Alliance emphasized that it 

would have an opportunity to re-examine its cost estimates within a five-year period.  

Alliance included in its evidence a landowner survey conducted by CEPA, which indicated that 

49.7 per cent of landowners surveyed had concerns with the pipeline being left in the ground. 

However, Alliance submitted that it relied on its own landowner survey when preparing its cost 

estimates. Alliance’s survey indicated that of 170 landowners surveyed, 38 per cent had no 

concerns with abandoning the pipe in place, 15 per cent preferred to leave the pipe in the ground, 

eight per cent wanted the pipe removed and the remainder of the landowners did not want to 

participate in the survey. Alliance stated that it has a comprehensive public awareness plan 

which follows a lifecycle approach through pipeline construction, operations and abandonment, 

and includes public involvement.  

Enbridge 

Enbridge Pipelines assumed abandonment-in-place of pipelines in the “Agricultural, Cultivated” 

and “Agricultural, Non-Cultivated” land-use sub-categories. Enbridge Pipelines assumed 

removal of pipelines in the “Agricultural, Cultivated with Special Features” sub-category.  

For pipelines in the “Non-Agricultural” land-use category, Enbridge Pipelines assumed 

abandonment of pipelines in place in the “Existing Developed Lands” and “No Future 

Development Anticipated” sub-categories, and the removal of pipelines in the “Prospective 

Future Development” sub-category.  

Enbridge (NW), in its Table A-2, assumed abandonment-in-place in the “Environmentally 

Sensitive Areas” sub-category. 

Enbridge assumed that 25 per cent of standard road crossings (two-lane gravel, dirt, alley), as 

well as all highway (paved two or four-lane) and railway crossings would be cut, capped and 

filled (abandoned-in-place with special treatment). Enbridge submitted that all utility crossings 

would be located within the road allowance RoW. Therefore, Enbridge accounted for utility 

crossings in the “Roads and Railways” sub-category. Enbridge further assumed that all river and 

creek crossings would be cut and capped with no fill (abandoned-in-place).  
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Enbridge noted that while they estimated costs for abandonment funding with zero per cent 

removal (with the exception of prospective future development), they included costs for 

monitoring in perpetuity. Monitoring would include any remediation required as a result of 

events occurring post-abandonment.  

Enbridge used the CEPA Report to guide the abandonment strategies for all land uses. Enbridge 

indicated that the primary reason for following CEPA’s Pipeline Abandonment Matrix Table 

with respect to the “Agricultural, Cultivated” sub-category was to minimize any disruption to 

landowners and the environment.  

Enbridge submitted that with the implementation of proper environmental management 

measures, the long-term impacts of abandonment-in-place and removal will not differ materially. 

In the absence of differences in long-term effects, Enbridge’s view was that minimizing near-

term effects should be the priority.  

Enbridge justified the assumptions behind their cost estimates by quoting portions of the CEPA 

Report which stated that subsidence is known to be highly dependent on pipe diameter, depth of 

cover, and local soil conditions. Enbridge stated that the CEPA Report indicated that while there 

would be some degree of subsidence associated with larger diameter pipeline, it may be 

sufficiently small-scale so as to be in a tolerable range. Enbridge clarified that site-specific 

conditions at the time of abandonment would be important to determine the tolerable range. 

Enbridge also stated that the tolerability of subsidence would be defined by whoever is using the 

land in the future.  

Enbridge stated that Cost Category 5a (Pipeline Removal) would be utilized for pipeline removal 

in the event that site-specific issues arise at the time of abandonment, and also recognized that 

the allowance made for that cost category is a lower percentage. Enbridge noted that this 

proposed cost category also included a provision for pipeline removal in the “Non-Agricultural, 

Prospective Future Development” sub-category. 

Enbridge submitted that they conducted two consultation workshops (one in Edmonton, Alberta 

and one in Montreal, Québec) for landowners, landowner associations, and government 

representatives regarding methods of abandonment. Enbridge stated that they considered the 

feedback received as a result of these workshops in developing their preliminary cost estimates. 

Enbridge acknowledged that there were landowners who took part in the workshops that did not 

support the methodology of abandoning-in-place proposed by Enbridge. In addition, similar to 

Alliance, Enbridge also included in their evidence a landowner survey conducted by CEPA, 

which indicated that 49.7 per cent of landowners surveyed had concerns with the pipeline being 

left in the ground. 

Enbridge argued that at the time of abandonment, there will be site-specific assessments as well as 

consultation with landowners. Enbridge further argued that at that time, there will be an 

opportunity to address site-specific concerns, such as interference with irrigation and tile drainage. 

Enbridge stated that there are limitations in the availability of current scientific studies and that 

there is a lack of practical experience regarding large-scale pipeline abandonment. Enbridge 

submitted that they are committed to advancing research through the LMCI Stream 4 process and 

other scientific research. Enbridge stated that in the future, they will update their cost estimates 

to reflect any new technical knowledge and to incorporate advancement of acceptable industry 

best practices. In response to the concerns raised by the landowners regarding lack of participant 
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funding to participate in processes such as this hearing, Enbridge noted that CEPA has 

committed funds to start a foundation. One of the goals of that foundation is to ensure that there 

is more outreach to stakeholders such as landowners.  

Enbridge submitted that there are several programs in place to deal with potentially contaminated 

sites. Enbridge indicated that site-specific assessments carried out at the time of abandonment 

will make sure that they have identified any contaminated sites that may have been missed 

during operations. Enbridge noted that site-specific assessments would also make sure that they 

are in regulatory compliance, and that there are no adverse effects on the environment or human 

health at the time of abandonment. 

Kinder Morgan 

Kinder Morgan did not assume removal of any pipe in the “Agricultural, Cultivated”; 

“Agricultural, Non-cultivated”; “Non-Agricultural, Existing Development Lands”; and “Non-

Agricultural, No Future Development Anticipated” land-use sub-categories. Kinder Morgan 

noted that there are no remaining areas of prospective future development and no other areas 

crossed by its pipeline that warrant special consideration for pipe removal.  

Kinder Morgan emphasized that its initial assessment of cost estimates is based on the 

recommendations of the CEPA Report, which recommends abandonment-in-place for small 

diameter pipelines. Kinder Morgan noted that it has not seen any real impediments to agriculture 

as a result of its current operations, and that therefore, it did not see why it would encounter any 

impediments to land-use in the foreseeable future.  

Kinder Morgan assumed that five per cent of its watercourse crossings would need to be cut, 

capped, and filled. Kinder Morgan stated that it did not consider special treatment for roads, 

railways and other crossings (utilities). In Kinder Morgan’s view, this approach was consistent 

with the CEPA Report and the 1996 Industry Discussion Paper on Pipeline Abandonment,
1
 

which indicated that ground subsidence for pipelines with diameters of 12 inches and smaller 

would be negligible.  

Kinder Morgan also assumed removal of all above-ground pump stations and buried block valves. 

Kinder Morgan stated that it did not currently know of any locations crossed by its pipeline that 

may necessitate site-specific considerations. It would use contingency funds to cover any site-

specific issues arising at the time of abandonment. However, Kinder Morgan stated that there are 

no additional funds for potential removal costs included in the contingency funds.  

Trans Mountain  

Trans Mountain stated that its primary deviations from the Base Case assumptions were: zero per 

cent  pipeline removal planned in “Agricultural, Cultivated”; “Agricultural, Non-Cultivated”; 

and “Non-Agricultural, No Future Development Anticipated” sub-categories; the addition of an 

“Other Land Features” category where some pipe removal was planned (this includes sub-

categories “High-hazard Locations”; “Special River Crossings”; “Timber Harvesting Areas”; and 

“Environmentally Sensitive Areas”); some special treatment for pipe in the “Non-Agricultural, 

1 Prepared for the Pipeline Abandonment Steering Committee (comprised of representatives from CAPP, CEPA, the 

then-Alberta Energy and Utilities Board (now the Energy Resources Conservation Board and the Alberta Utilities 

Commission), and the National Energy Board). 
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Existing Developed Lands” sub-category; and special treatment of pipe at some 

watercourse crossings.  

Trans Mountain noted that its fundamental premise was that unless there is a compelling reason 

to remove pipe (that is, unless the overall benefits of removal outweigh the benefits of 

abandonment-in-place), pipe should be abandoned-in-place. Trans Mountain was further of the 

view that compelling reasons for pipeline removal do not exist for all but a small percentage of 

the lands across which the Trans Mountain pipeline traverses.  

Trans Mountain assumed that 116 facilities (including remote trap sites and block valves and 

their associated infrastructure) would be demolished and removed.  

Trans Mountain submitted that its initial assessment is based on the recommendations contained 

in the CEPA Report. Trans Mountain considered this document to be the most comprehensive 

study on pipeline abandonment available. Trans Mountain also submitted that the TERA Study 

identified “high hazard” locations; “Special River Crossings”; and “Timber Harvesting Areas” 

where it recommended additional pipeline removal. Trans Mountain noted that it assumed 

removal of 4.7 km of pipeline in these areas. 

Trans Mountain included in its evidence a landowner survey conducted by CEPA, which 

indicated that 49.7 per cent of landowners surveyed had concerns with the pipeline being left in 

the ground. With respect to easement agreements, Trans Mountain noted that it had taken into 

account the terms of these agreements in preparing the estimates.  

Trans Mountain stated that it would expect the amount of removal recommended by site-specific 

assessments carried out at the time of abandonment to be very small, and noted that a small 

amount of contingency could be used to cover such uncertainties. Trans Mountain further stated 

that funds from other areas (for example, road crossings and environmentally sensitive areas) 

could be utilized in cases where the treatment method at the time of abandonment was 

determined to be different from the assumed method. Trans Mountain noted that the principles 

guiding the usage of the contingency do not include funding large scope changes. 

TransCanada 

TransCanada submitted that the most appropriate method of abandonment in the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” sub-categories is to abandon the pipelines in 

place. TransCanada noted that there are more significant safety concerns that arise from pipeline 

removal when compared with abandoning the pipelines in place. TransCanada also noted that the 

removal of the pipeline would disrupt cultivation activities for significant time periods.  

TransCanada assumed removal of the pipeline in agricultural cultivated areas with special 

features. Accordingly, TransCanada agreed with the Base Case assumption for the “Agricultural, 

Cultivated with Special Features” sub-category.  

TransCanada stated that their assumption for the “Non-Agricultural, No Future Development 

Anticipated” sub-category is to abandon the pipeline in place. TransCanada noted that the risk 

analysis for this sub-category is similar to that applied to agricultural areas that are not 

cultivated. Based on this risk analysis, TransCanada concluded that leaving the pipe in place is 

the most appropriate abandonment solution. TransCanada stated that they were not aware of 

evidence supporting removal of pipeline in areas where there is no anticipated future 

development.  
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TransCanada assumed abandonment with special treatment of pipelines located at public paved 

roads and railway crossings, as per the Base Case. However, TransCanada noted that pipelines 

with a diameter of 12 inches or less at gravel road crossings will not need to be filled with 

concrete to maintain structural integrity. Accordingly, TransCanada assumed abandonment-in-

place with no fill for pipelines located at these crossings.  

TransCanada planned to abandon-in-place all pipe located at utility crossings. TransCanada did 

not propose special treatment at these crossings. TransCanada noted that filling medium and 

large diameter pipelines with concrete material could potentially impact the stability of the utility 

facilities, since in the majority of instances, the utility being crossed lies below TransCanada’s 

pipelines. TransCanada further noted that any potential long-term subsidence associated with 

abandonment of the pipeline in place would not likely create risks to the utility being crossed. 

For water crossings, TransCanada planned to abandon the pipeline in place and to segment the 

pipeline at appropriate locations by cutting and capping it to reduce the potential water conduit 

issues. TransCanada stated that they did not propose to fill the pipe with any substance at these 

water crossings.  

TransCanada assumed that all above-ground facilities would be removed. TransCanada proposed 

a matrix for determining abandonment methods that was slightly modified from the Pipeline 

Abandonment Matrix Table originally proposed in the CEPA Report. TransCanada modified the 

assumptions regarding public gravel roads, watercourse crossings and utility crossings.  

TransCanada held a consultation workshop regarding methods of abandonment. TransCanada 

held the workshop in Calgary, Alberta for landowner associations, Aboriginal groups, municipal 

government, the Alberta provincial government, CAPP, members of Synergy Alberta, and other 

individual landowners. TransCanada stated that one of the objectives of the workshop was to 

obtain key stakeholder feedback to consider and incorporate into TransCanada’s abandonment 

cost estimates.  

TransCanada submitted that easement agreements generally are either silent with respect to 

abandonment or have a provision which states that TransCanada can choose to either abandon 

the pipeline in place or remove the pipeline. TransCanada noted that they did not take into 

account the terms of the agreements in preparing the proposed removal proportions.  

TransCanada noted that they had not specifically earmarked contingency funds to allow for 

changes in the scope, in the event that site-specific assessments at the time of abandonment 

suggest a change in the abandonment method. TransCanada further noted that their cost 

estimates would be refined in the future to reflect the learnings from site-specific assessments.  

With respect to the issue of potential contamination, TransCanada stated that it is unknown to 

what extent Polychlorinated Biphenyls (PCBs) might be present in old asphalt or coal tar-type 

pipeline coatings. TransCanada noted that there is a potential to have PCBs in pipelines from 

compressor oils breaking through seals on compressors. TransCanada further noted that asbestos 

was occasionally used as reinforcement in bituminous coating like coal tar.  

Trans-Northern 

Trans-Northern assumed that pipelines in the “Agricultural, Cultivated” and “Agricultural, Non-

Cultivated” sub-categories would be wholly abandoned-in-place. Trans-Northern assumed that 

pipelines in non-agricultural areas would be abandoned-in-place except any in the “Prospective 
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Future Development” sub-category with depth of cover less than one metre. Pipeline with depth 

of cover less than one metre would be removed.  

Trans-Northern submitted that it assumed mostly abandonment-in-place because a large portion 

of its network is located in densely populated urban areas within utility corridors and with a 

depth of coverage greater than one metre. Trans-Northern also noted that the CEPA Report 

recommended that pipelines in agricultural areas (cultivated and non-cultivated), non-agricultural 

areas and developed areas, be left in place as removal would have a greater environmental 

impact than abandoning-in-place.  

Trans-Northern stated that it did not assume special treatment for road crossings on agricultural 

areas (cultivated and non-cultivated) and for areas where no future development was anticipated. 

Trans-Northern noted that approximately 80 per cent of its pipelines in these areas are small 

diameter and that subsidence issues associated with small diameter pipeline are negligible.  

For road crossings in existing developed lands, Trans-Northern assumed that a portion of the 

crossings would be abandoned-in-place with special treatment. The remaining crossings would 

be abandoned-in-place with no special treatment since accessing pipelines at road crossings in 

densely populated urban areas or utility corridors for special treatment would be impractical and 

unwarranted. Trans-Northern noted that all above-ground facilities, including pump and meter 

stations, would be removed. 

With respect to the issue of potential contamination, Trans-Northern stated that it is currently 

using some leak detection technologies and has not yet studied the application of that technology 

on its entire system.  

Trans-Northern stated that it reviewed a selection of typical easement agreements and 

determined that the agreements permit abandonment-in-place. Trans-Northern further stated that 

it has taken into account the terms of the agreements in preparing its estimates.  

Trans-Northern stated that its cost estimates are based on its own company-specific information 

and the best information available on abandonment currently available. Trans-Northern further 

stated that it is committed to the LMCI Stream 3 and 4 processes and that its cost estimates 

would be continually reviewed over time.  

Westcoast  

Westcoast assumed abandonment-in-place for the majority of its pipeline. Westcoast assumed 

removal of sections of pipe in areas where the RoW may be subject to special land-use features 

in the “Agricultural” land-use category. It also assumed removal in areas that may be subject to 

prospective future development in the “Non-Agricultural” land-use category. 

Westcoast stated that it would fill medium and large diameter pipe under road crossings with 

concrete slurry or grout. It noted that pipe with a diameter of 12 inches or less would not be 

filled, as the deterioration of small diameter pipe is not expected to result in significant 

subsidence.  

Westcoast assumed removal of pipe from its casing under rail crossings. Westcoast submitted that 

it planned to fill the casing with a concrete slurry or grout. Westcoast did not propose any special 

treatment to pipe crossing third party utility pipelines or other conduits. Most third party pipelines 

cross underneath Westcoast’s pipe. In addition, the deterioration of the pipe and subsequent filling 

of the cavity with soil is not expected to impose any additional loads on these crossings. Westcoast 
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planned to isolate and cap all pipe crossing under water courses. It further planned to perforate the 

pipe to allow water ingress and prevent the pipe from rising to the surface. 

Westcoast assumed removal of all above-ground facilities and appurtenances, with the exception 

of the processing plants and compressor stations located on its own lands. Westcoast submitted 

that the extent to which compressor stations, processing plant equipment, structures, and 

buildings on Westcoast lands are removed will vary on a facility-by-facility basis. 

Westcoast stated that abandonment-in-place would be less disruptive to soil, drainage, slope 

stability, environmentally sensitive areas, and present and future land-uses. Westcoast noted that 

most of the incidents it has encountered during operation of its pipeline are related to changes in 

watercourses and slope movement that could result in the exposure of the pipeline. Westcoast 

further noted that it included a provision in its abandonment plan to remove exposed sections of 

abandoned pipe which may become a hazard.  

Westcoast stated that it chose to follow the primary options presented in the CEPA Report 

because 81 per cent of its pipeline traverses lands in the “Non-Agricultural, No Future 

Development Anticipated” sub-category. Westcoast recognized that the CEPA Report indicated 

that site-specific assessment may override any of the primary options recommended in CEPA’s 

Pipeline Abandonment Matrix Table. Westcoast noted that in cases where it may have to deviate 

from the primary options, the costs that would be incurred for removal are considered outside the 

contingency. Westcoast further stated that contingency is not designed to address such 

unforeseen unknowns. Westcoast commented that it would rely on the LMCI process and the 

periodic five-year updates in order to make any necessary changes to its cost estimates.  

Westcoast submitted that it has taken into account the terms of its easement agreements in 

developing its abandonment plans, including the proposed pipeline removal proportions.   

Views of the Intervenors  

CAEPLA  

CAEPLA was of the view that removal of pipelines is the only way to find the historical 

contamination along a pipeline and to prevent landowners from bearing the risk or costs for 

abandonment. CAEPLA described how pipe removal activities would impact landowners, noting 

there could be crop loss for the first years while the soil settles and possible impacts caused by 

the imposition of importing soil to the land. However, CAEPLA argued that issues related to soil 

importation could be accommodated and that there would be no long-term impacts from the 

removal of the pipelines.  

CAEPLA emphasized that abandonment of pipelines in place is not appropriate on agricultural 

lands. CAEPLA noted that pipelines can corrode and collapse and landowners would then bear 

the safety risks. CAEPLA voiced concerns about historical contamination and submitted that 

pinhole cracks could cause a leak or contamination that would not be identified at the time of 

abandonment, but would be noticed later by landowners. CAEPLA submitted that this scenario 

would make landowners responsible for environmental issues.  

CAEPLA submitted that the pipeline can act as a water conduit and that the impact of such a 

situation would depend on the soil type. CAEPLA indicated that for clay-type soils, the soil 

could act as a funnel and the water would naturally erode topsoil, eventually filling the pipe. 

Landowners would then have to deal with the loss of their topsoil. Also, CAEPLA submitted that 
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the pipe would act as a conduit to move water from one landowner's property to another and 

potentially cause subsidence.  

MPLA 

MPLA was of the view that Applicants’ physical plans for abandonment, and the cost estimates 

upon which they are based, are unreasonable. This is because they provide for virtually no 

removal of pipelines from agricultural lands and no ongoing corrosion protection for any 

pipelines abandoned-in-place.  

In MPLA’s view, landowners are only protected from future liability associated with pipeline 

abandonment when pipelines are either removed or maintained in perpetuity. Any other option 

leaves landowners open to the risks associated with pipeline corrosion.  

MPLA submitted that Enbridge Pipelines’ proposal to abandon its pipelines in place in 

agricultural lands will result in continuing interference with land-use far into the future. MPLA 

also submitted that landowners are prepared to deal with the short-term disruption of pipeline 

removal in order to avoid the long-term interference with land-use and exposure to future 

liability associated with abandonment-in-place.  

MPLA noted that tile drainage is common in Ontario and is being promoted in Manitoba and 

other provinces. MPLA submitted that abandoned pipelines will present physical barriers to tile 

drainage systems. MPLA further submitted that, with the risk of the presence of historical 

contamination in and around pipelines, landowners and tile drainage contractors risk liability 

when installing, operating, and maintaining tiling equipment.  

MPLA submitted that undiscovered contamination is a major concern for MPLA members. 

MPLA also stated that pinhole leaks in pipelines can exist for long periods of time before being 

discovered. Accordingly, in MPLA’s view, areas contaminated by Enbridge pipelines may not be 

discovered until some undetermined time in the future.  

MPLA noted that they were advised by the Government of Manitoba that if contamination 

related to abandoned pipelines was discovered on a property, or if contamination moved from 

one property to an adjacent property, provincial environmental laws would be enforced against 

the landowner from whose property the contamination had originated.  

MPLA stated that the risk of subsidence and collapse of pipelines that are abandoned-in-place 

are major concerns. They submitted that areas of corrosion in pipelines will allow topsoil to 

penetrate into the pipe, resulting in a loss of useable soil. In addition, corrosion will leave a 

depression in the land. MPLA also noted that landowners are concerned that subsidence of the 

surface will pose a safety hazard for workers operating equipment over the abandoned pipelines.  

MPLA expressed concern regarding the considerable amount of soil that will need to be 

imported to replace topsoil that has infiltrated into an abandoned pipe. MPLA was also 

concerned about where replacement topsoil would be sourced. In MPLA’s view, importing soils 

could introduce damaging diseases such as clubroot disease, or invasive weeds like scentless 

chamomile and leafy spurge. To avoid the issue of subsidence and pipe collapse, MPLA 

submitted that pipelines should be removed and that trenches left by pipelines should be filled 

with soil that was displaced during the original construction.  

MPLA indicated that in June 2007, MPLA commissioned a telephone survey of 112 MPLA and 

SAPL landowners on the topic of abandonment. Ninety-five per cent of respondents said they 
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were concerned about future abandonment of Enbridge pipelines on their properties. MPLA 

stated that all landowners who participated in the telephone survey indicated they were 

concerned about safety and landowner liability.  

MPLA submitted that Enbridge’s proposed physical plan for abandonment does not reflect 

Enbridge’s contractual commitments to landowners to remove and/or maintain in perpetuity, 

pipelines upon abandonment. MPLA noted that most Enbridge easement agreements, including 

those between Enbridge and MPLA landowners, provide for the removal of pipelines from a 

RoW upon abandonment unless, in certain cases, the pipelines are maintained with cathodic 

protection. MPLA submitted that most easement agreements state that a RoW is to be restored to 

its prior condition so far as it is practicable to do so, and noted that the term “prior condition” 

would not have included abandoned pipelines. 

OPLA  

OPLA noted that a pipe that has corroded and collapsed would leave a depression on the surface 

of the land. Furthermore, collapse is likely to occur when heavy farm machinery passes over the 

pipe, endangering the equipment operator.  

OPLA noted that a pipeline left in place without proper cleaning will eventually contaminate soil 

and water, potentially costing companies far more in remediation costs than removal. OPLA 

further noted that an abandoned pipe is an ideal conduit to contaminate waterways. Rusty, 

perforated pipe will become a conduit for larger and larger amounts of sub-surface and surface 

water under periods of heavy rainfall. OPLA stated that since pipelines are usually lower than 

municipal drains, if municipal drains cannot properly drain large amounts of water, blowouts and 

crop damage could occur.  

OPLA indicated that in Ontario and Québec, systematic tile drainage of fields is very common. 

OPLA noted that when the pipeline rusts away and collapses, the support that keeps the clay tile 

in place will be gone. According to OPLA, on many farms, the tile drainage system would be 

compromised and would not remove water as it was designed to do. If this scenario occurred, 

each section of tile could sag and would be vulnerable to blow out.  

In OPLA’s view, pipelines should be 100 per cent removed in agricultural, cultivated and non-

cultivated lands. While OPLA noted that there would be some short to long-term impacts on 

landowners as a result of removal, in their view, once removed, there would be no liability to the 

landowners.  

SAPL 

SAPL stated that pipelines on agricultural land should be 100 per cent removed because there is 

potential for historical contamination.  

SAPL stated that the medium-term impact of abandoning pipelines in place is that these pipelines 

start to collapse and encounter pin holes. In the longer-term, these pipelines become a conduit 

and create problems. SAPL indicated that agriculture continues to change over the course of the 

years with machinery getting bigger. Also, if pipeline remains in the ground and there is an 

increase in drainage and tiling, it will create future problems.  
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SPLA  

SPLA submitted that if the pipe is abandoned-in-place on agricultural land, there will be 

subsidence issues when the pipe collapses. SPLA also stated that collapse or disintegration of the 

pipe would create a void in the soil, with the size of the void dependent on the size of the 

pipeline.  

According to SPLA, remediating subsidence when short areas of pipe collapse would require 

numerous intrusions over time to haul in and spread loads of subsoil and topsoil onto the 

farmland. Compaction, because of the hauling, would also occur along areas of the pipeline that 

had not yet subsided. SPLA indicated that it would be necessary to re-seed some crops and to 

compensate farmers for crop loss. In SPLA’s view, the pipe would likely collapse in stages as it 

corrodes and rusts out, requiring fill material multiple times on the same pipe joint or section.  

SPLA indicated that the safety issues would be enormous when the pipe collapses under legally 

loaded tractors, trucks and other machinery. SPLA submitted that the corroded and rusted old 

pipe would gradually weaken to the point where it would collapse suddenly under a heavy load. 

According to SPLA, incidents of the pipe collapsing suddenly would occur during the busiest 

seasons; planting and harvest. In SPLA’s view, there would be a higher risk of property damage, 

personal injuries and deaths occurring by abandoning the pipe in place than complete removal of 

the pipelines. SPLA stated that in order to counteract these risks, farmers would need to operate 

their machines at lower than normal field speeds, possibly for decades, thus incurring higher 

costs for labour, fuel, and depreciation.  

SPLA submitted that it would be much more practical to remove the entire pipe at once and 

return the land to as close to original conditions as possible. SPLA indicated that the potential 

impacts of removal of pipelines include crop loss and damages. However, SPLA submitted that 

pipeline trench contamination could be discovered and remediated when the pipe is removed. 

SPLA noted that removal would eliminate a percentage of future liability issues, because 

excavations that would be necessary to remove contamination from a pipeline abandoned-in-

place would virtually be eliminated.  

UPA 

UPA submitted that an assumption of complete pipeline removal in Applicants’ cost estimates 

would be more equitable. UPA stated that knowledge regarding pipeline abandonment is 

changing. Information yet to be gathered could show that certain pipelines on agricultural and 

forestry lands need to be removed. 

UPA submitted that once an abandoned pipeline is no longer monitored or supervised, the depth 

of soil cover gradually decreases. UPA noted that tractors, trucks, tilling equipment, and other 

machinery used by agricultural and forestry producers are getting heavier and are working the 

soil to greater depths. UPA submitted that these changes, combined with potential frost heaving 

of the pipeline, will increase the chances of farming or forestry equipment coming in contact 

with the pipeline, particularly an abandoned pipeline that is not as clearly marked. In UPA’s 

view, over time, this will result in equipment damage and additional costs to agricultural and 

forestry producers.  

UPA argued that with the effects of climate change, agricultural producers will have to increase 

irrigation to make sure that the quality of their products remains consistent and that they achieve 

projected yields. In UPA’s view, this will require digging wells and building retention ponds. 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 33 of 126



22

Agricultural and forestry producers will be inconvenienced by the abandoned pipelines and will 

incur additional expenses.  

UPA indicated that a number of agricultural and forestry lands have drains. UPA noted that 

while other lands do not have drains currently, they may need them in future. UPA stated that 

when drains are being installed or repaired, the presence of an abandoned pipeline complicates 

these activities, resulting in additional work and expenses.  

According to UPA, small leaks would be harder to detect in forested areas than in agricultural 

environments due to fewer people being present. In UPA’s view, one of the only ways to 

determine whether there has been contamination is to remove the pipeline. UPA noted that the 

risks of oil contamination are even greater and the environmental requirements today are more 

demanding when soil has been contaminated.  

UPA expressed concern that pipelines may become water conduits and could significantly 

change the productivity of the forest. In addition, if water got into a ruptured or collapsed 

pipeline, it could flow to neighbouring properties and result in lawsuits between producers.  

UPA expressed safety concerns about the lands where no future development is expected, 

generally forestry areas. UPA noted that in terms of forestry production (such as maple syrup), 

where foresters use large machinery in many cases, they are concerned about possible ruptures or 

depressions in the ground and overturned machinery. Forestry workers often work alone on their 

woodlots and if there was an accident, foresters could be trapped for a fairly long time before 

being discovered.  

Richard Kraayenbrink 

Mr. Kraayenbrink argued that there would be risks to landowners if pipelines are abandoned-in-

place. In his view, these risks include historical damage or contamination, subsidence, impacts to 

drainage system, crop losses, safety concerns related to damaged machinery, operator injury or 

death. In Mr. Kraayenbrink’s view, there is only one solution to eliminate any risk or cost to 

landowners and that is absolute removal of pipe.   

Mr. Kraayenbrink stated that land is a landowner’s pension fund and argued that abandonment-

in-place steals from that pension fund by leaving landowners with liabilities and risks that belong 

to the pipeline companies.  

Hellmut Patzelt  

Mr. Patzelt submitted that an abandoned pipeline would presumably act as a drainage system due 

to the conduit it creates. He further indicated that this scenario would be further exacerbated by 

perforation or collapse or other conditions. Mr. Patzelt noted that the pipe could act as a new and 

different conduit and that if the pipeline contains contaminants, it may cause unnatural changes 

in the flow of water, or bring unwanted products and materials.   

Views of the Board  

Assumptions made by Applicants with pipe in “Agricultural, Cultivated” and 

“Agricultural, Non-Cultivated” sub-categories 

In its 4 March 2010 letter, the Board provided the Base Case assumption for all pipeline 

diameters in the two land-use sub-categories of “Agricultural, Cultivated” and 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 34 of 126



23

“Agricultural, Non-Cultivated” as 80 per cent abandoned-in-place and 20 per cent 

removed. In this proceeding, Applicants advocated an assumption of 100 per cent 

abandonment-in-place for each of these land-use sub-categories. The Board considered 

Applicants’ submissions, as well as those of the intervenors in this proceeding, who 

advocated for removal. The Board also considered concerns raised by intervenors 

regarding Applicants’ abandonment method assumptions and the potential impacts of 

abandoning the pipelines in place in these land-use sub-categories. Potential impacts 

described by intervenors included, but were not limited to, subsidence, contamination, 

crop loss, erosion, interference with drainage systems, corrosion and collapse, safety 

concerns, and introduction of invasive weeds and disease.  

The Board heard views from Applicants and intervenors about the impacts of 

abandonment-in-place versus removal. Enbridge stated that there is no material 

difference in long-term impacts of abandonment-in-place versus those for removal and, 

hence, they focused on minimizing short-term effects. Alliance and Enbridge also argued 

that the assumption of abandoning the pipeline in place would minimize the disruption to 

landowners and the environment. As a result, these Applicants did not assume removal 

for the “Agricultural, Cultivated” and “Agricultural, Non-Cultivated” sub-categories. 

Trans-Northern further stated that removal of pipelines would have a greater impact than 

abandoning the pipelines in place. However, CAEPLA and MPLA stated that landowners 

are prepared to deal with the short-term disruption of pipeline removal in order to avoid 

the potential impacts of abandoning pipelines in place, as well as the long-term 

interference with land-use.  

The Board also heard views from Applicants and intervenors regarding easement 

agreements as well as landowner consultation and landowner surveys. With respect to 

easement agreements, the Board notes MPLA’s argument that some landowner easement 

agreements refer to possible removal of pipelines at the time of abandonment. With 

respect to landowner surveys, the Board notes that the CEPA landowner survey filed in 

this proceeding demonstrates that approximately 49.7 per cent of landowners have 

concerns with the pipeline being left in the ground. The Board further notes that MPLA’s 

telephone survey indicated that 95 per cent of MPLA and SAPL landowners were 

concerned about future abandonment of Enbridge pipelines on their properties. While the 

Alliance study indicated that eight per cent of the landowners preferred the pipelines to 

be removed, this study nonetheless shows that some landowners have concerns with 

leaving pipelines in the ground.  

The Board finds that all landowner surveys submitted in this proceeding show that some 

landowners have concerns with leaving pipelines in the ground. Moreover, intervenors 

participating in this proceeding have indicated that some landowners are concerned about 

pipeline abandonment-in-place. These landowners would be prepared to deal with the 

short-term disruption of pipeline removal rather than accept abandonment-in-place. 

However, notwithstanding the feedback received from landowners, Applicants chose to 

assume zero per cent removal. Given the nature of the feedback received, and the 

presence of easement agreements referring to possible pipeline removal, the Board finds 

that scenarios may occur in the future where pipelines may have to be removed. 

Accordingly, the Board finds this to be contrary to Applicants’ assumption of zero per 

cent removal.  
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During this proceeding, there was discussion on the degree of subsidence associated with 

small, medium and larger diameter pipelines. The Board heard evidence from Applicants 

that subsidence for small diameter pipelines would be negligible. The Board notes that 

the CEPA Report also indicates this. With respect to medium and large diameter 

pipelines, Enbridge stated that the degree of subsidence associated with these pipelines 

may be sufficiently small so as to be in a tolerable range, and that site-specific conditions 

at the time of the abandonment would be important to determine the tolerable range. 

While the Board recognizes that such a position is based on statements in the CEPA 

Report, in the Board’s view, no Applicant provided evidence clearly showing that 

subsidence in medium and large diameter pipelines would be similar to that of small 

diameter pipe, such that an assumption of no removal would be applicable to all pipeline 

diameters. Having reviewed the evidence in this proceeding, the Board accepts that 

subsidence for small diameter pipelines is likely to be negligible. However, the Board 

finds that it is not conclusive that subsidence for medium and large diameter pipelines 

would be negligible. Therefore, the Board is of the view that an assumption of zero per 

cent removal for medium and large diameter pipeline cannot be supported given the 

evidence presented.   

The Board recognizes that in determining their abandonment method assumptions, all 

Applicants relied to varying degrees on the CEPA Report, including the Pipeline 

Abandonment Matrix Table, which sets out primary options for pipeline abandonment for 

various land-use categories. For example, in the “Agricultural, Cultivated” and 

“Agricultural, Non-Cultivated” sub-categories, the primary option is abandonment-in-

place. The Board notes that there are several assumptions made in the Pipeline 

Abandonment Matrix Table, one of which is that site-specific assessments may override 

the primary options recommended in the table. Specifically, the CEPA report states that: 

...site-specific assessments may determine that a combination of 

abandonment options be performed for the various land-use categories. In 

doing so, pipeline companies may determine a percentage split between 

the primary options in the matrix and any potential secondary option. 

While all Applicants recognized that some site-specific assessments are likely to 

recommend that pipeline be removed, none of the Applicants accounted for removal in 

their cost estimates. The Board is of the view that Applicants’ cost estimates have failed 

to adequately consider the potential for secondary options, such as removal, as identified 

in the CEPA Report. The Board recognizes that several Applicants stated that they would 

have an opportunity to refine their cost estimates in the future to reflect new learnings. 

However, given the Applicants’ recognition that removal is likely to occur as a result of 

site-specific assessments, the Board would have expected Applicants’ cost estimates to 

transparently account for this. 

Several Applicants stated that their assumptions were based on the best currently 

available information, for example, the CEPA Report. The Board notes that the date on 

the CEPA Report is September 2006 – April 2007. The Board also notes that the studies 

referenced within the CEPA Report were carried out prior to the mid-1990’s. Despite the 

date of the CEPA Report and the studies referenced within, no Applicant brought forward 

newer studies supporting an assumption of zero per cent removal on agricultural 

cultivated and non-cultivated lands for medium and large diameter pipelines. In the 
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Board’s view, there has been ample opportunity for industry to initiate research in 

advancing the science related to abandonment. Such research would have provided better 

information to aid Applicants in establishing their abandonment assumptions. In any 

case, absence of such research and studies does not mean that the default assumption 

should be abandonment-in-place.   

While none of the Applicants accounted for removal, the Board recognizes that Kinder 

Morgan, Trans Mountain, and Alliance stated they would utilize Cost Category 7 

(Contingency) in the event that site-specific assessments at the time of abandonment 

suggested removal of pipeline. While Enbridge stated that they would use Cost Category 

5a (Pipeline Removal), as described in Chapter 4, in these cases, Enbridge recognized 

that their allowance for that cost category is a lower percentage. TransCanada and 

Westcoast indicated that they had not specifically-earmarked contingency funds to allow 

for changes in scope such as for removal of pipe due to site-specific assessments. As 

indicated above, the Board expects that funds for removal of pipeline be provided for in a 

transparent manner.  

Several Applicants argued that all pipelines are not equal and that each pipeline system 

has different features and characteristics such as terrain, land usage, pipe diameter, 

product carried, depth of cover, pipeline wall thickness, and pipe coatings. Applicants 

further argued that the individual characteristics of the various pipeline systems are 

critical to the appropriate abandonment methodologies and cost estimates. The Board is 

of the view that while this may be the case, Applicants have not adequately justified how 

they considered these and other factors described earlier in determining the abandonment 

method assumptions.  

The Board is satisfied that Applicants’ assumptions of zero per cent removal for small 

diameter pipelines in the “Agricultural, Cultivated” and “Agricultural, Non-Cultivated” 

land-use sub-categories are acceptable. As described above, the Board is of the view that 

subsidence for small diameter pipelines is likely to be negligible. In the Board’s view, 

site-specific assessments that may necessitate pipeline removal at the time of 

abandonment are substantially less likely to occur for small diameter pipelines. In 

addition, the Board finds that the concerns described by intervenors that may necessitate 

pipeline removal at the time of abandonment are less likely to be relevant for small 

diameter pipelines.  

However, in the Board’s view, the evidence in this proceeding shows that an assumption 

of zero per cent removal for medium and large diameter pipeline in the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” land-use sub-categories is not reasonable. 

The Board is further of the view that reasonable removal proportion assumptions for 

medium and large diameter pipeline in these land-use sub-categories are more than zero 

per cent. Accordingly, the Board must now turn to the determination of what would be a 

reasonable assumption for these sub-categories.  

The Board notes that its Base Case assumed 80 per cent abandonment-in-place and 20 per 

cent removal for the “Agricultural, Cultivated” and “Agricultural, Non-Cultivated” land-

use sub-categories. While Applicants that filed pipeline-specific values do not have to 

prove that the use of the Base Case assumptions is inappropriate, the Board is guided by 

the RH-2-2008 Reasons for Decision. The RH-2-2008 Reasons for Decision indicates 
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that pipeline companies choosing to file their own pipeline-specific estimates should be 

prepared to justify any deviations from the Base Case assumption.  

The Applicants have not successfully justified their deviation from the Base Case 

assumption for medium and large diameter pipe in these two land-use sub-categories. 

During the course of the MH-001-2012 hearing, all Applicants made submissions to the 

Board as to why the Base Case assumptions of 80 per cent abandonment-in-place and 20 

per cent removal should not be imposed. The Board considered these comments but does 

not find them convincing. In addition, the Board also considered Applicants’ responses to 

a Board request made during the course of the hearing. Applicants were asked to provide 

recalculated cost estimates for three theoretical scenarios – 10, 20 and 30 per cent 

removal on “Agricultural, Cultivated” and “Agricultural, Cultivated and Non-Cultivated” 

sub-categories, using their own methodologies. Finally, the Board considered the issues 

described above regarding easement agreements, landowner surveys, and the lack of 

provision for any site-specific issues that may necessitate removal. The Board has 

exercised its judgment in determining a reasonable assumption for medium and large 

diameter pipelines in the “Agricultural, Cultivated” and “Agricultural, Non-Cultivated” 

sub-categories. In the Board’s view, 20 per cent removal for medium and large diameter 

pipe in these land-use sub-categories is a reasonable, prudent and adequate starting point 

for estimating purposes.  

As noted in Chapter 2, the Board found that a portion of privately-owned pasture land, 

whether cultivated or non-cultivated, could be cultivated at any time. In light of this 

reason, as well as the reasons described above, the Board has decided that it is reasonable 

to maintain consistency in removal assumptions for the “Agricultural, Cultivated” and 

“Agricultural, Non-Cultivated” sub-categories. 

The Board agrees with Applicants that the cost estimates will be regularly reviewed (at 

least every five years). The Board heard from Applicants that they were committed to 

advancing studies and research on the physical issues of pipeline abandonment, 

particularly in respect of Stream 4. The Board also heard from Applicants that as new 

technologies and best practices continue to evolve, there are opportunities to learn and 

revise the estimates accordingly. The Board notes that any new evidence justifying a 

different assumption can be brought forward during regular review of the cost estimates. 

As the Board stated in the RH-2-2008 Reasons for Decision, regular reviews will also 

mitigate the under or over-collection of funds. 

The Board reiterates that the above assumptions are provided for use in the development 

of preliminary estimates of abandonment costs; they do not prescribe the ultimate method 

of physical abandonment that may be undertaken by a company. In addition, the above 

assumptions do not fetter the Board’s discretion in terms of its assessment of the 

appropriate method of abandonment, or where appropriate, decommissioning or 

deactivation, during the course of a specific application. 

Accordingly, the Board directs all Applicants who have medium and large diameter 

pipelines to re-file their cost estimates by 16 April 2013 based on a 20 per cent removal 

assumption for medium and large diameter pipelines in the land-use sub-categories 

“Agricultural, Cultivated” and “Agricultural, Non-Cultivated.” The Board recognizes that 

some Applicants may have combined other sub-categories into these two sub-categories 
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and notes that the 20 per cent removal assumption would only apply to the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” land-use sub-categories. 

Assumptions made by Applicants with pipe in “Non-Agricultural, No Future 

Development Anticipated” sub-category 

For the “Non-Agricultural, No Future Development Anticipated” land-use sub-category, 

the Board notes that all Applicants assumed 100 per cent abandonment-in-place. The 

Board accepts the Applicants’ assumptions for pipelines they own in this land-use 

category. The Board is not persuaded that an assumption of more than zero per cent 

removal for this sub-category is necessary. The Board reiterates that cost estimates will 

be regularly reviewed (at least every five years). Any new evidence regarding this land-

use sub-category can be brought forward at that time. 

Assumptions made by Applicants with pipe in “Non-Agricultural, Prospective 

Future Development” sub-category 

For the “Non-Agricultural, Prospective Future Development” land-use sub-category, all 

Applicants, other than Kinder Morgan and Alliance, assumed 100 per cent removal.  

The Kinder Morgan pipeline is a small diameter pipeline which traverses 7.1 km of 

prospective future development lands. Given the small diameter and length of the 

pipeline in this sub-category, the Board finds Kinder Morgan’s assumption of 

abandoning-in-place an acceptable starting point for estimating purposes. 

As stated in Chapter 2, Alliance separated “Prospective Future Residential Development” 

and “Prospective Future Industrial Development” into different sub-categories. For these 

sub-categories, Alliance considered removal only in extraordinary circumstances, that is, 

in the “Prospective Future Residential Development” sub-category. Alliance indicated 

that the question of whether to remove pipeline in the “Prospective Future Industrial 

Development” sub-category would be determined in consultation with the developer. The 

Board is not persuaded by Alliance’s justification for its abandonment-in-place 

assumption for “Prospective Future Industrial Development.” In particular, the Board is 

of the view that Alliance has failed to adequately justify why areas of prospective 

industrial future development would not require pipeline removal. The Board therefore 

directs Alliance to re-file its cost estimates based on 100 per cent removal for medium 

and large diameter pipeline for both “Prospective Future Residential Development” and 

“Prospective Future Industrial Development.” The Board notes that Alliance has 2.4 km 

of small diameter pipeline in this sub-category. Therefore, the Board is of the view that 

Alliance’s assumption of abandoning-in-place small diameter pipeline is an acceptable 

starting point for estimating purposes. 

By the time Alliance’s and Kinder Morgan’s cost estimates are next reviewed, the Board 

would expect that they both consider whether their current assumptions for prospective 

future development for small diameter pipeline continue to be appropriate. If they 

determine that the current assumptions are appropriate, the Board would expect them to 

justify why this remains the case. 

The Board accepts all other Applicants’ assumptions for pipelines they own in this land-

use category. 
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Assumptions made by Applicants with pipe in “Roads and Railways” and “Other 

Crossings (utilities, other pipelines)” sub-categories 

The Board notes that Enbridge assumed that 25 per cent of standard road crossings would 

be cut, capped and filled instead of 100 per cent, which is the Base Case assumption 

described in the Board’s 4 March 2010 letter. The Board acknowledges the pipeline-

specific analysis conducted by Enbridge and the justifications provided in its evidence. 

The Board is of the view that Enbridge’s assumptions for road crossings are reasonable.  

The Board notes that TransCanada, Westcoast, Kinder Morgan and Trans-Northern 

assumed abandonment of small diameter pipeline in place without special treatment 

under road crossings. These Applicants justified their assumptions on the basis that 

subsidence in these cases is expected to be minimal. The Board accepts this rationale and 

is therefore of the view that this assumption is reasonable. 

The Board notes that TransCanada assumed abandonment-in-place without special 

treatment of pipelines at utility crossings. As rationale for this assumption, TransCanada 

indicated that any concrete fill material could potentially impact the stability of utility 

facilities, since in the majority of instances, the utility being crossed lies below 

TransCanada’s pipeline. The Board accepts this justification and finds that 

TransCanada’s assumption is reasonable.  

Finally, the Board accepts as reasonable all other assumptions proposed by the 

Applicants for roads and railways and for other crossings (utilities). 

Assumptions made by Applicants with pipe in “Agricultural,  Cultivated with 

Special Features”; “Non-Agricultural, Existing Developed Lands”; “Other Areas, 

Environmentally Sensitive Areas”; and “Other, Water Crossings”  sub-categories 

The Board notes that all Applicants, with the exception of Kinder Morgan, have assumed 

100 per cent removal for pipelines in the “Agricultural, Cultivated with Special Features” 

sub-category. The Board finds that the assumptions proposed by these Applicants in this 

sub-category align with the Base Case. The Board finds that these assumptions are 

reasonable and accepts the Applicants’ assumptions as filed. 

With respect to Kinder Morgan, the Board notes that it has assumed 100 per cent 

abandonment-in-place for this sub-category. The Board further notes that Kinder Morgan 

has 0.8 km of pipeline in this sub-category, all of which is small diameter. Given the 

small diameter and length of the pipeline in this sub-category, the Board finds Kinder 

Morgan’s assumption of abandoning-in-place acceptable. 

The Board notes that all Applicants have assumed 100 per cent abandonment-in-place in 

the “Non-Agricultural, Existing Developed Lands” and “Other Areas, Environmentally 

Sensitive Areas” sub-categories (with or without special treatment). The Board finds that 

the assumptions proposed by Applicants for pipelines they own in these two sub-

categories are consistent with the Base Case. In the Board’s view, these assumptions are 

reasonable. The Board accepts the Applicants’ assumptions for pipelines they own in 

these sub-categories as filed. 

For the “Other, Water Crossings” sub-category, the Board notes that all Applicants 

assumed abandonment-in-place with or without special treatment. The Board notes that 
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Kinder Morgan proposed abandonment-in-place with special treatment (cut, cap and fill) 

for five per cent of the total water course crossings traversed by its pipeline, and that 

Trans Mountain assumed abandonment-in-place with special treatment for five per cent 

of its medium and large diameter pipelines. The Board’s views on assumptions proposed 

by the Applicants are discussed in detail in Chapter 4. 

Assumptions made by Applicants in the “Above-Ground Facilities” category 

The Board notes that all Applicants, with the exception of Westcoast, have assumed 

complete removal for above-ground facilities. The Board finds the assumptions proposed 

by these Applicants for this category to be consistent with the Base Case. In the Board’s 

view, the assumptions are reasonable. The Board accepts these Applicants’ assumptions 

as filed. 

As noted in the Board’s RH-2-2008 Reasons for Decision, above-ground facilities on 

company-owned land will also need to be abandoned at some point, and therefore, the 

Board expects Applicants to provide for costs associated with removal of above-ground 

facilities on company-owned land in their abandonment cost estimates. Westcoast stated 

that the extent to which the above-ground facilities located on its lands (for example, 

compressor stations and processing plants) are removed would vary on a facility-by-

facility basis. Nevertheless, the Board is of the view that Westcoast did provide for the 

costs associated with removal and disposal of all processing solutions and hazardous 

materials; removal of above-ground facilities that could pose a threat to the safety of the 

public; and remediation of soils. 

Given the above, the Board accepts Westcoast’s rationale as an adequate starting point 

for estimating purposes. However, by the time Westcoast’s cost estimates are next 

reviewed, the Board would expect Westcoast to consider whether its current assumptions 

for above-ground facilities continue to be appropriate. If Westcoast determines that its 

current assumptions are appropriate, the Board would expect Westcoast to justify why 

this remains the case. 

Comments made by Applicants on Pipeline Abandonment Physical Issues Research 

in respect of LMCI Stream 4  

Most Applicants indicated during the course of the hearing that they were committed to 

advancing studies and research on the physical issues of pipeline abandonment. In 

particular, many Applicants made reference to LMCI Stream 4 studies.  

In March 2012, the Board indicated on its website that it has followed through on all of 

the actions it had identified in its May 2009 LMCI Final Report for Stream 4. 

Accordingly, the Board considers the LMCI project to be closed for Stream 4. 

However, the Board is strongly of the view that the issues identified through LMCI 

Stream 4 require further research and a multi-stakeholder approach to help resolve or fill 

the gaps in current knowledge relating to physical issues of pipeline abandonment. In this 

regard, the Board notes that, as stated above, most Applicants indicated during the course 

of the hearing that they were committed to advancing studies and research on the physical 

issues of pipeline abandonment. The Board encourages efforts by CEPA and its member 

companies to advance these studies and research.  
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Chapter 4 

Abandonment Costs 

Applicants’ preliminary abandonment cost estimates consist of individual cost categories, a 

number of which relate specifically to the estimated costs for physical abandonment activities. 

Applicants used pipeline features, pipeline-specific abandonment assumptions, and other 

physical assumptions to arrive at preliminary abandonment cost estimates in total and by cost 

category. 

The Board issued Table A-3 with its 4 March 2010 letter to provide definitions and a framework 

for these cost categories. Following input from stakeholders, the Board issued an amended 

version of Table A-3 (Appendix IV), adding ranges of Base Case Unit Costs for each cost 

category based on the specifics of the facilities to be abandoned.  

This chapter outlines the Board’s consideration of the Applicants’ proposed physical 

abandonment costs as defined in Table A-3 (Appendix IV), with the exception of Cost Category 

7 (Project Contingency) and Cost Category 3b (Provision for Post-Abandonment Activities). 

“Project Contingency” and “Provision for Post-Abandonment Activities” are further discussed in 

Chapters 5 and 6, respectively. This chapter also outlines the Board’s consideration of the 

submissions made on the cost categories (except Cost Categories 3b and 7) by intervenors. A 

summary of the Applicants’ submissions is contained in Appendix VI.  

4.1 Engineering and Project Management  

In its March 2010 letter, the Board defined the “Engineering and Project Management” cost 

category to include regulatory, legal and finance support, external relations and land support, 

environment, health and safety support, operations support, stakeholder consultation, detailed 

cost estimates, planning, applications, detailed engineering and environmental studies, 

engineering and project management, construction management, and project and cost control.  

Table A-3 includes Base Case cost factors ranging from 20 per cent for pipeline abandonment 

projects less than 50 km in length, to five per cent for projects greater than 500 km in length. 

This cost factor is applied to the total costs estimated for Cost Categories 2 (Abandonment 

Preparation), 3a (Basic Pipeline Abandonment-in-Place), 4 (Special Treatment), 5 (Pipeline 

Removal), and 6 (Above-Ground Facilities). 

Views of the Applicants  

Alliance 

Alliance submitted an overall estimated cost factor value of 4.8 per cent of its overall cost 

estimate for the “Engineering and Project Management” cost category.  

Enbridge 

Enbridge submitted that they used the Base Case assumption of five per cent of the total costs 

(excluding contingencies and post-abandonment provisions) to develop their estimates for this 

cost category.  
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Kinder Morgan 

Kinder Morgan stated that it agrees with the Base Case of five per cent of the total costs 

(excluding contingencies and post-abandonment provisions) for this cost category, and based its 

estimates on this approach.  

Trans Mountain  

Trans Mountain stated that it used a different approach than the cost factor value to estimate 

costs in this category. Trans Mountain used a bottom-up approach to calculate costs for project 

management, engineering and survey, and field management and inspection categories, which, 

when added, are approximately 12 per cent of total engineering and construction costs. Trans 

Mountain stated that the approach it used is representative of expected costs and is a reasonable 

methodology for estimating this cost category.  

TransCanada  

TransCanada stated that project management, engineering, and construction management costs 

total five per cent of the overall costs for pipeline abandonment. TransCanada submitted that 

they relied on their historical experience with pipeline maintenance projects to determine these 

costs. 

Trans-Northern 

Trans-Northern submitted that it used the Base Case assumptions to develop its estimates for this 

cost category.  

Westcoast  

Westcoast applied a 10 per cent factor to the total of all abandonment cost items excluding 

“Provision for Post-Abandonment Activities” (Cost Category 3b) and “Contingency” (Cost 

Category 7). Westcoast stated that this factor reflects the economies of scale achieved when 

undertaking the abandonment of large parts of the pipeline system and is consistent with 

Westcoast’s experience with large projects.  

Views of the Board 

The Board finds reasonable those estimates where Applicants have used the Base Case 

cost factor value of five per cent for this cost category (Enbridge, Kinder Morgan, Trans-

Northern, and TransCanada). Where Applicants differed from the Base Case cost factor 

value (Alliance, Trans Mountain and Westcoast), sufficient justification has been 

provided in the form of past company experience or a rigorous analysis to support those 

estimates. The Board is therefore of the view that the cost estimates as filed by all 

Applicants for the “Engineering and Project Management” cost category are reasonable 

as a starting point for estimating the future costs of these activities. The Board approves 

these costs as filed. 
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4.2 Abandonment Preparation 

The cost category “Abandonment Preparation” in Table A-3 consists of: 

 Land access and cleanup: access rights and permits, temporary work space, damages, re-

establishment of survey markers, as-built survey, update GIS, discharging rights.  

 Pipeline purging and cleaning: pumping or drawing down gas; pipeline pigging, cleaning 

and purging, including pre-cleaning pig runs; isolating pipe sections, testing pipe for 

cleanliness; final cleaning pig runs, waste storage and disposal; cleanliness verifications 

(testing and analysis). 

Table A-3 also presents Base Case Unit Costs for “Abandonment Preparation” that have low to 

high ranges based on factors such as pipeline terrain and product shipped. The “Abandonment 

Preparation” Base Case Unit Costs also vary with pipeline diameter. The ranges are: $4,000-

$6,000 per km for small diameter, $6,000-$16,000 per km for medium diameter, and $12,000-

$18,000 per km for large diameter pipeline. 

Views of the Applicants  

Alliance 

Alliance stated that because of the predominantly flat terrain which its pipeline traverses, the 

average abandonment costs will generally be on the low side or low end of the Base Case Unit 

Cost ranges. Alliance submitted Unit Costs of $3,150 per km for land access and clean up, and 

$7,500 per km for pipeline purging and cleaning. 

Enbridge 

Enbridge stated that they used the Base Case scope of work for this cost category and developed 

Enbridge-specific cost estimates based on the pipeline terrain (flat) and product shipped (liquid 

hydrocarbons). Enbridge indicated that their costs are estimated on a per diameter-inch-km basis. 

Enbridge stated that since their systems are primarily comprised of larger sizes of pipe, their Unit 

Costs for this category are at or above the high end of the Base Case range. Enbridge Pipelines 

and Enbridge NW proposed a cost of $500 per diameter-inch-km for this category.  

Kinder Morgan 

Kinder Morgan stated that it included environmental activities, land preparation, and pipeline 

purging and cleaning in this cost category. Based on recent purging activities, Kinder Morgan 

was of the view that Unit Costs per km are relevant for estimating purging materials costs, but 

the cost of the other activities associated with this work would be a one-time set-up cost for the 

entire pipeline purge. Kinder Morgan estimated the overall cost, based on recent purging 

operations along the Cochin pipeline, as $295.60 per km.  

Trans Mountain 

Trans Mountain submitted that abandonment preparation includes the activities necessary to 

purge and clean the pipeline and that these activities are similar in nature to those required to 

prepare an in-service pipeline for cut-outs, tie-ins, and decommissioning. Trans Mountain 

included environmental assessment, land access, acquisition of temporary work space, venting of 
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the cleaned pipeline to reduce pressure, disposal of waste materials, and verification of 

cleanliness in the scope of work for this cost category. Trans Mountain provided a Unit Cost of 

approximately $16,900 per km.  

TransCanada  

For purging and cleaning work, TransCanada submitted that the cost estimates included costs for 

drawing down pipeline pressure using a pull-down compressor unit and venting the remaining 

gas to atmosphere; making sure of the removal of any liquids within the line via a bi-directional 

cleaning pig; using air or gas as the pressure medium; and if deemed necessary, conducting an 

additional cleaning pig run. TransCanada noted that all cleaning procedures and standards would 

be in accordance with clause 10.16.2 of the Canadian Standards Association Z662 standard, Oil 

and Gas Pipeline Systems.  

TransCanada stated that cost estimates for purging and cleaning are based upon past and recent 

experience with pipeline cleaning activities. TransCanada further stated that they have performed 

this type of activity on several different segments and different pipe diameters within the 

TransCanada system of pipelines, and notably, as part of the scope of work for the transfer of the 

TransCanada Mainline Line 100-1 to the Keystone Pipeline Project. Another recent project cited 

by TransCanada involved cleaning a 30 km section of NPS 20 pipeline on the TransCanada 

Mainline in Ontario. TransCanada concluded that these projects provide a reasonable basis for 

extrapolating purging and cleaning costs. TransCanada proposed approximate costs for 

abandonment preparation of: $5,700 to $16,600 per km for TransCanada PipeLines; $15,100 per 

km for TransCanada Keystone; $16,100 per km for Foothills; $4,900 to $13,900 per km for 

TQM; and $4,700 to $14,500 per km for NGTL. 

Trans-Northern 

Trans-Northern submitted that Unit Costs were applied at the low end of the Base Case range. 

Trans-Northern further submitted that the lower end of the Base Case range was selected for its 

cost estimate as these costs best consider the type of product transported (refined products), and 

the flat terrain traversed by the pipeline. Trans-Northern estimated $4,000 and $6,000 per km for 

small and medium diameter pipeline, respectively.  

Westcoast 

Westcoast submitted that prior to the abandonment of any pipeline, regardless of land-use, it 

would undertake pipeline purging and cleaning activities as outlined in the CEPA Report. Costs 

of this type are for preparing a section of pipe between two booster or compressor stations and 

do not vary with the diameter of the pipe. Westcoast stated that section lengths are typically 40 

km in its gathering system and 80 km in its transmission system, and that on a per km basis, 

costs for preparing pipe in its gathering system are approximately double those for its 

transmission system. Westcoast based its Unit Cost factor estimate for this cost category on its 

experience with pipeline replacement projects and pigging operations. Westcoast submitted costs 

of $7,200 per km for its gathering and processing facilities and $3,600 for its transmission 

facilities.  
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Views of the Board 

The Board accepts as reasonable the estimates of those Applicants that have used Unit 

Costs predominantly within the Base Case ranges for the various pipe diameters in their 

respective systems (Alliance, Trans Mountain, Trans-Northern and TransCanada).  

The Board notes that Enbridge submitted its Unit Costs for this category on a per 

diameter-inch-km basis as opposed to dollars per km for each diameter. In the Board’s 

view, the inputs and methodologies used by Enbridge result in a Unit Cost that is 

reasonable.  

Where Applicants have proposed estimates which are below the Base Case range (Kinder 

Morgan and Westcoast), these Applicants have used past purging and cleaning costs to 

develop their respective estimates. The Board is of the view that the use of these costs is a 

reasonable approach.  

The Board accepts as reasonable the cost estimates filed by all Applicants for the 

“Abandonment Preparation” cost category. In the Board’s view, these costs are a 

reasonable starting point for estimating the future costs of these activities. The Board 

approves these costs as filed. 

4.3 Basic Pipeline Abandonment-in-Place 

The “Basic Pipeline Abandonment-in-Place” cost category is applicable to all kilometres of 

pipeline abandoned-in-place. The Board defined “Basic Pipeline Abandonment-in-Place” to 

include installation of plugs to prevent water movement, removal of some underground 

components attached to the pipeline, and backfilling and reclamation of dig sites. Unit Costs 

range from $10,000 to $25,000 per km, the higher end of which would be applicable for 

challenging terrain that may require more frequent plugs. 

Views of the Applicants  

Alliance 

Alliance stated that buried piping would typically be abandoned-in-place in an environmentally 

responsible and safe manner. Alliance further stated that the isolation and filling of pipe at road 

and railway crossings, together with the capping of adjacent pipe, will help prevent water conduit 

effects. Alliance included the costs for these activities in Cost Category 4 (Special Treatment). 

Alliance was further of the view that the isolation and capping of pipe at areas where mainline 

block valves are removed will also help prevent water conduit effects. Alliance included the 

costs for these activities in Cost Category 6 (Above-Ground Facilities).  

Alliance submitted that over and above these water flow impediments, its cost estimate provides 

an allowance for the isolation and capping of the pipeline every 10 km on average, with the 

result being an allowance of segmentation activities at approximately every two km. Alliance 

incorporated a provision within its estimate for this work. Alliance submitted a Unit Cost for the 

“Basic Pipeline Abandonment-in-Place” cost category of $6,400 per km. Alliance stated that 

because of the predominantly flat terrain which its pipeline traverses, the average abandonment 

costs will generally be on the low end of the Base Case Unit Cost ranges.  
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Enbridge 

Enbridge submitted that the activities in this category, as described by the Board, are intended to 

segment a pipeline to prevent water movement. Enbridge stated that Cost Categories 4 (Special 

Treatment) and 6 (Above-Ground Facilities) include segmentation activities and related costs, 

and that therefore, Enbridge did not include costs for the “Basic Pipeline Abandonment-in-

Place” cost category. Enbridge noted however, that final pipeline segmentation decisions will be 

determined at the time of actual abandonment and would be based on the results of site-specific 

risk assessments.  

Enbridge further noted that the approximate average distances between impediments to flow on 

their systems considered for this proceeding are 10.6 km for the Enbridge NW line and 2.5 km 

for other lines. With respect to Enbridge NW, they noted that the general spacing assumption of 

10.6 km is reasonable. This is because the variability of land-use in the north is less than arable 

land in the south and that discontinuous permafrost conditions limit the potential for water 

movement. Given Enbridge’s existing provision for segmentation activities, Enbridge stated that, 

should additional plugs be required for site-specific reasons, these costs would be insignificant 

and contingency funds would be available if required.  

Kinder Morgan 

Kinder Morgan did not include costs in the “Basic Pipeline Abandonment-in-Place” cost 

category. Kinder Morgan submitted that due to the segmentation activities at block valves and 

the cutting and capping activities planned at six of 118 water crossings (five per cent of the total 

water crossings), additional plugs were not considered necessary, especially in light of the gentle 

terrain which its pipeline traverses. Kinder Morgan further submitted that segmentation activities 

at block valves were included in Cost Category 6 (Above-Ground Facilities) and that cutting and 

capping activities at select water crossings were included in Cost Category 4 (Special 

Treatment).  

Kinder Morgan stated that segmentation activities at block valves alone would provide a 

frequency of flow impediments approximately every 16 to 22 km. Kinder Morgan further stated 

that it did not consider property boundaries in its analysis of whether the distance between flow 

impediments was appropriate.  

Trans Mountain 

Trans Mountain did not include costs for the installation of plugs to prevent water movement in 

the “Basic Pipeline Abandonment-in-Place” cost category. However, Trans Mountain included 

costs for special treatment in this category. Trans Mountain stated that based on the number of 

road, railway, and utility crossings, in addition to the special treatment for water bodies in its 

system, abandonment would require approximately 3,500 cut-and-cap locations. Trans Mountain 

further stated that given the average 400-metre spacing between these cut and cap locations, it is 

not necessary to include additional plugs in its estimate. Trans Mountain noted that at the time of 

abandonment or perhaps before, a risk assessment may be conducted on cut-and-cap locations. 

Some of these cut-and-cap locations could be considered superfluous and therefore could move 

to other locations which might be better suited for considerations of the hilly terrain that the 

Trans Mountain system traverses. 
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TransCanada  

TransCanada submitted that installing plugs to prevent migration of water in abandoned 

pipelines would be unnecessary as TransCanada assumed that pipe at pipeline crossings will be 

filled with concrete at highways, railways, paved roads, and gravel roads crossed by pipelines 

with a diameter of 355.6 mm (NPS 14) or greater. TransCanada included the costs for this 

activity in Cost Category 4 (Special Treatment). TransCanada also submitted that the extensive 

number of crossings present on the TransCanada systems, combined with the projected physical 

removal of pipeline in certain locations, would be adequate to prevent water conduits.  

TransCanada noted that the distance between flow impediments would range from 

approximately one km on the TransCanada Mainline to 5.9 km on the Foothills system, but that 

site-specific assessments would take place at the time of abandonment with respect to 

segmentation activities. TransCanada stated that the cost estimates for these activities are 

sufficiently conservative to provide for variances to the number of segmentation points required 

as a result of site-specific assessments at the time of abandonment. 

Trans-Northern 

Trans-Northern stated that it applied the Base Case Unit Costs to all pipeline segments. Trans-

Northern further stated that in accordance with the Base Case, it determined the Unit Cost for 

plug installation based on pipeline terrain. As the terrain crossed by the Trans-Northern system is 

predominantly flat, Trans-Northern used the low end of the Base Case Unit Cost range. Trans-

Northern noted that challenging terrain sections were generally encountered in conjunction with 

crossings of commercially navigable waters and were provided for within its estimates for water 

crossings, covered under Cost Category 4 (Special Treatment). Trans-Northern proposed costs 

for this category of $10,000 per km. 

Westcoast 

Westcoast stated that the activities included in its estimate for this cost category are limited to the 

installation of water movement plugs, as the costs related to crossings are covered under Cost 

Category 4 (Special Treatment). Westcoast’s removal of underground components is included in 

Cost Category 6 (Above-Ground Facilities). Westcoast further stated that the treatment at crossings 

and the removal of other facilities is expected to limit water movement, as the average distance 

between these segmentation activities is approximately 390 metres on the Westcoast system. 

However, to provide for areas where a risk of environmental degradation or slope erosion due to 

the migration of water inside the pipe exists, Westcoast provided for the placement of foam 

water movement plugs installed using the methodology outlined in the CEPA Report. Westcoast 

submitted that while the cost of the fill material varies directly with the volume required and 

therefore with pipe diameter, this cost comprises only a small portion of the total cost for this 

Unit Cost factor, most of which does not vary with pipe diameter. Consequently, Westcoast used 

a single Unit Cost estimate of $270 per km of pipeline abandoned-in-place for all pipe sizes. 

Views of the Intervenors 

Some intervenors questioned the effectiveness of the segmentation activities proposed by 

Applicants to prevent water movement. Intervenors also raised concerns about the frequency of 

segmentation as it related to the potential transport of contaminants along pipelines. Intervenors 
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expressed fear that they would be held responsible for the effects that water conduits resulting 

from abandoned pipe may have on neighbouring properties. MPLA stated that capped pipe may 

burst if stagnant water inside the pipeline freezes, thus rendering capping ineffective in 

preventing abandoned pipe from being a conduit. 

Views of the Board 

The primary activity contemplated in the “Basic Pipeline Abandonment-in-Place” cost 

category is the mitigation of unwanted water movement in pipeline that is abandoned-in-

place. Therefore, as part of its assessment for this cost category, the Board considered 

whether Applicants have reasonably provided for segmentation activities so as to 

appropriately mitigate unwanted water movement. The Board then assessed whether 

Applicants have reasonably estimated costs for conducting segmentation activities at 

regular intervals. 

Provision for Segmentation Activities 

Most Applicants indicated that segmentation would be finalized at the time of 

abandonment and would be based on the results of a site-specific assessment. The Board 

accepts that a site-specific assessment would assist in determining specific intervals 

between segmentation activities prior to the abandonment of a specific pipeline. 

However, the Board is of the view that until a site-specific analysis is completed, the 

most robust approach is for Applicants’ estimates to include a suitable approximation of 

the distance between segmentation activities. While Applicants used different approaches 

for determining an appropriate interval between segmentation activities, most Applicants’ 

proposals ranged from approximately 400 metres to six km. Based on the evidence in this 

proceeding, the Board accepts that while a 400-metre or similar interval may be 

necessary for pipelines traversing more challenging terrain or areas with a greater amount 

of infrastructure (for example, roads and railways), a larger interval between 

segmentation activities may be adequate in other cases. Therefore, the Board is of the 

view that a reasonable distance between segmentation activities could range between 400 

metres to six km.  

Enbridge NW proposed an interval between segmentation activities of 10.6 km. As 

justification, Enbridge NW stated that the variability of land use in the north is less than 

land in the south. While this figure is outside the range described above, the Board 

accepts this justification and is of the view that the proposal of 10.6 km is reasonable for 

Enbridge (NW). 

Kinder Morgan’s proposed interval between segmentation activities at block valves is 

between 16 to 22 km, with an additional six activities planned for water crossings. The 

Board notes that this proposed interval is considerably larger than the intervals proposed 

by other Applicants. In support of its approach, Kinder Morgan noted that additional 

plugs were not considered necessary in its initial estimate, especially in light of the gentle 

terrain which its pipeline traverses. The Board is not persuaded by this rationale, 

particularly since Kinder Morgan is proposing pipeline abandonment-in-place for all its 

system, and that special treatment is proposed for five per cent of water crossings. The 

Board therefore finds that Kinder Morgan’s proposed interval between segmentation 

activities is not reasonable. 
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As described above, the Board finds that an interval between segmentation activities of 

400 metres to six km is reasonable. Given the reasons previously described, the Board is 

of the view that an interval within this range is also a reasonable, prudent and adequate 

starting point for Kinder Morgan. The Board notes that cost estimates will be regularly 

reviewed (at least every five years). Accordingly, Kinder Morgan may bring forward any 

new evidence justifying a different interval between segmentation activities during 

regular review of the cost estimates. As the Board stated in the RH-2-2008 Reasons for 

Decision, regular reviews will also mitigate the under or over-collection of funds. 

The Board concludes that the approaches to segmentation proposed by Alliance, 

Enbridge, TransCanada, Trans Mountain, Trans-Northern and Westcoast are reasonable. 

Kinder Morgan is directed to include in its cost estimate a provision for segmentation 

activities at an interval between 400 metres and six km, as described below.  

Costs for Conducting Segmentation Activities 

All Applicants proposed costs for conducting segmentation activities to some degree. 

Some Applicants were of the view that the segmentation activities proposed in other cost 

categories are appropriate such that additional funds are not needed for this cost category 

(Enbridge, TransCanada). Other Applicants (Trans Mountain) included costs relating to 

special treatment in this cost category, and submitted that these segmentation activities 

were sufficient such that no additional plugging was required. In the Board’s view, the 

approaches proposed by Enbridge, TransCanada and Trans Mountain are reasonable. The 

Board accepts that no additional costs are required in addition to what has been estimated 

by these Applicants. For the Board’s assessment of the costs proposed by Trans Mountain 

for special treatment, see section 4.4. 

Alliance and Westcoast proposed segmentation activities in Cost Categories 4 (Special 

Treatment) and 6 (Above-Ground Facilities). Nonetheless, these Applicants included 

some degree of additional plugging in this cost category. The Board considered the costs 

included in this category and is of the view that they are reasonable. The Board approves 

the estimates of Alliance and Westcoast for this cost category as filed. 

Trans-Northern applied the Base Case methodology and costs for this cost category. The 

Board finds that the costs provided by Trans-Northern in this cost category to be 

reasonable. The Board approves the estimates of Trans-Northern for this category as 

filed. 

Kinder Morgan did not include costs in this cost category. Kinder Morgan submitted that 

no costs in this category were necessary due to segmentation activities at block valves 

(captured in Cost Category 6, Above-Ground Facilities) and cutting and capping 

activities planned at six water crossings (captured in Cost Category 4, Special 

Treatment). Given the Board’s decision regarding the reasonableness of Kinder Morgan’s 

proposed interval between segmentation activities, the Board finds that Kinder Morgan 

must include costs to account for more frequent segmentation. 

The Board therefore directs Kinder Morgan to re-file cost estimates which include costs 

for segmentation activities at an interval between 400 metres and six km by 16 April 

2013. Kinder Morgan should provide reasons for the interval selected. Costs for the 

segmentation activities shall be calculated based on the Unit Cost submitted by Kinder 
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Morgan for cutting and capping activities at water crossings. If Kinder Morgan is of the 

view that a different cost is more appropriate for these segmentation activities, Kinder 

Morgan shall provide additional justification, explaining why this is the case.  

The Board notes landowner concerns regarding segmentation and the potential liabilities 

associated with abandoned-in-place pipelines becoming a conduit for water and 

potentially contamination. The Board is of the view that such concerns are legitimate. 

However, for the reasons described above, the Board finds that the estimates of the 

Applicants (with the exception of Kinder Morgan) in respect of segmentation to be a 

reasonable starting point. Nevertheless, Applicants should not take the Board’s approval 

to suggest that the current approach to mitigating water movement will be acceptable to 

the Board on an indefinite basis. The Board is of the view that future research on 

segmentation activities is warranted to test the effectiveness of the proposed 

methodologies, and to identify better technologies, as well as, where possible, any 

solutions related to concerns expressed by landowners in this proceeding. The Board 

further expects that Applicants provide information to inform the Board’s further 

consideration of these issues the next time cost estimates are reviewed. 

4.4 Special Treatment  

Table A-3 defines this category to include cut, cap and fill with cellular material at road, rail, and 

utility crossings. In Table A-3, the Board noted that until possible future clarification from the 

Board on any differences between default handling at river crossings and other crossings, parties 

should use the low end of the road, rail, and utility crossings for river and other crossings. The 

Base Case Unit Costs for this cost category range from $30,000 to $85,000 per crossing, varying 

with pipe diameter. 

Views of the Applicants 

Details regarding the Applicants’ physical assumptions with respect to road, railway, utility and 

water crossings are contained in Chapter 3.  

Alliance 

Alliance noted that any pipeline that is abandoned-in-place with special treatment (that is, pipe at 

road and railway crossings) is planned to be isolated and filled with a cellular material such as 

concrete. Adjacent piping at these crossing sites is assumed to be capped. 

The Unit Costs per crossing submitted by Alliance ranged from $15,400 for small diameter pipe 

to $51,400 for large diameter pipe.  

Enbridge 

To estimate costs for this cost category, Enbridge stated that it created bottom-up estimates that 

combined Enbridge’s historical dig program costs and Enbridge’s proprietary Dig Estimating 

Tool. Enbridge submitted Unit Costs for the “Special Treatment” cost category at the low end of 

the Base Case range and below. Enbridge further stated that while the Board provided a range of 

costs for small to large diameter pipelines, Enbridge determined that differences are less material 

for this category than for some others, and therefore, Enbridge’s costs are closer to the costs set 

out by the Board for small diameter pipelines.  
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Enbridge Pipelines and Enbridge NW submitted costs for this category of $1,331 per diameter-

inch-crossing for cut, cap and fill activities at road, rail and utility crossings, and $989 per 

diameter-inch-crossing for cut and cap activities at water crossings. 

Kinder Morgan 

Kinder Morgan did not include costs for special treatment of road and railway crossings. Based 

on its experience with an abandoned 10 and 12-inch pipeline system, Kinder Morgan submitted 

that it has no reason to believe there would be issues with these types of crossings. Based on a 

tabletop evaluation of the 118 water crossings traversed by its pipeline system, Kinder Morgan 

assumed that five per cent of these crossings would need to be cut, capped, and filled, for a total 

of six sites. The cost submitted by Kinder Morgan for this activity was $25,000 per site.  

Trans Mountain 

Trans Mountain provided its process for estimating special treatment costs, which included the 

development of semi-detailed estimates of the work to be completed at different types of 

crossings.  

Trans Mountain stated that special treatment was not itemized and categorized as an individual 

cost but rather bundled in the costs of other abandonment tasks. In particular, Trans Mountain 

noted that as part of Cost Category 3a (Pipeline Abandonment-in-Place), Trans Mountain 

considered pipeline crossings at infrastructure such as roads, railways and utilities, and 

environmentally sensitive areas like water crossings. Trans Mountain stated that special 

treatment will occur at all 1,255 named road, railway and utility crossings, and at 355 of 929 

(38.2 per cent) watercourse crossings.  

Trans Mountain submitted costs ranging from $13,170 to $35,860 per crossing.  

TransCanada 

TransCanada stated that their cost estimates for all crossings requiring special treatment are 

based on cost quotations obtained from a representative concrete product manufacturer and 

include the cost for concrete pumps, either truck mounted or transported to site. TransCanada 

added that these estimates also include the cost associated with cutting and capping the pipe.  

TransCanada proposed a range of costs for activities at crossings: from $1,342,000 to $3,443,000 

per km for TransCanada PipeLines; $1,187,000 to $2,352,000 per km for TransCanada 

Keystone; from $1,775,000 to $2,704,000 per km for Foothills; from $206,000 to $2,494,000 per 

km for TQM; and from $1,076,000 to $5,957,000 per km for NGTL. 

Trans-Northern 

Trans-Northern stated that block and check valves are located on either side of major water 

crossings, and costs for removal of these facilities are included in Cost Category 6 (Above-

Ground Facilities).  

Trans-Northern stated that it used the low end of the Base Case for special treatment costs due to 

the close proximity of fill sources to its pipeline system. Trans-Northern submitted per crossing 

costs ranging from $30,000 (small diameter pipeline) to $35,000 (medium diameter pipeline). 
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Westcoast 

Westcoast stated that its Unit Costs have been prepared from activity-based engineering 

estimates using data from comparable projects already undertaken by Westcoast, and from 

contractor estimates. Westcoast submitted special treatment Unit Costs ranging from $15,000 to 

$38,900 per crossing.  

Views of the Board  

As stated in Chapter 3, the Board accepts as reasonable the assumptions proposed by 

Applicants for roads, railway and utility crossings. 

With regards to the assumptions made by Applicants for water crossings, the Board notes 

that a variety of assumptions have been proposed. For example, Alliance proposed 

abandonment-in-place with no special treatment. Enbridge, TransCanada, Trans-Northern 

and Westcoast did not propose filling the pipeline with cellular material, but indicated 

that the pipe would be cut and capped, while Kinder Morgan and Westcoast proposed 

special treatment at certain crossings with the remainder of pipeline to be abandoned-in-

place (no special treatment). The Board is of the view that the decisions regarding special 

treatment at a given water crossing are pipeline-specific and site-specific in nature. The 

Board is further of the view that at the time of abandonment, there may be some 

flexibility as to the location of segmentation activities. Such flexibility would result from 

situations where crossings occur in close proximity to one other, for example, a water 

body adjacent to a road crossing. Some of these situations may allow for a reduction in 

the total number of segmentation activities. Given the flexibility as to location of 

segmentation activities, the Board is of the view that the assumptions made by Applicants 

for watercourse crossings are sufficient. The Board accepts as reasonable the assumptions 

proposed by Applicants for the “Other, Water Crossing” sub-category. 

In addition to the assumptions made by Applicants for roads, railway, utility and water 

crossings, the Board also considered the Applicants’ cost estimates for the special 

treatment of these crossings. Trans-Northern used the Base Case Unit Costs. The Board 

accepts Trans-Northern’s Unit Costs as reasonable. All other Applicants’ estimates are 

predominantly outside the Base Case range. However, the Board is of the view that 

sufficient justification has been provided for these Applicants’ estimates, in the form of 

semi-detailed estimates, contractor estimates or company experience. The Board 

therefore accepts as reasonable the estimates filed by Alliance, Enbridge, Kinder Morgan, 

TransCanada, Trans Mountain and Westcoast for the “Special Treatment” cost category. 

In the Board’s view, these estimates are a reasonable starting point for estimating the 

future costs of these activities. For this category, the Board approves all Applicants’ 

estimates as filed.  

The Board notes that a variety of approaches and costs were proposed for this cost 

category. In the Board’s view, this is indicative of the need for future collaborative study 

in this area. The Board encourages all Applicants to work together in this area to 

determine the safest and most effective practices upon which to base future cost 

estimates. 
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4.5 Pipeline Removal 

This cost category applies to all pipelines proposed to be removed, as contemplated in the Base 

Case; for example, pipelines in areas of prospective future development. In addition to the costs 

of pipeline removal, the category also includes costs for backfilling the cavity and restoration of 

the land, including activities such as: removing impediments and topsoil stripping; excavation; 

cutting and capping of pipelines; cutting of pipeline sections and removal to stockpile; loading 

and hauling of removed lines; disposal of lines; coating and associated facilities; backfill; 

compaction; restoration; reclamation and remediation of contamination; fencing and clean-up; 

soil decompaction; re-vegetation; and inspection of removal activities. In Table A-3, the Board 

presented Unit Cost ranges for pipeline removal on a per km basis for small ($100,000 - 

$250,000), medium ($300,000 - $800,000), and large diameter pipe ($450,000 - $900,000). 

Views of the Applicants  

Alliance 

Alliance submitted Unit Costs for pipeline removal that are within the Base Case Unit Cost 

ranges. Alliance proposed costs for this category of $320,000 and $480,000 per km for medium 

and large diameter pipelines respectively. 

Enbridge  

Enbridge Pipelines provided their methodology for estimating pipeline removal costs, which 

included modifying cost data from recent construction projects to simulate the scope of pipeline 

removal, and creating a bottom-up cost estimate using Enbridge’s proprietary Cost Estimating 

Tool for validation purposes.  

Enbridge Pipelines stated that their experience suggests that the estimates provided in the Base 

Case for pipeline removal and backfilling are more reflective of the cost of constructing a 

pipeline than for abandonment. For the purposes of preparing the cost estimates, Enbridge 

Pipelines removed or reduced elements that are unique to construction activities. Although the 

resulting cost estimates are below the Base Case range, Enbridge Pipelines was of the view that 

the rigour used to establish the cost estimates justifies the departure from the Base Case range. 

Enbridge (NW) did not file costs for the “Pipeline Removal” cost category while Enbridge 

Pipelines proposed a cost for this category of $7,273 per diameter-inch-km.  

Kinder Morgan 

Kinder Morgan proposed no pipe removal during abandonment due to the lack of prospective 

future development sites along its pipeline and the absence of other areas that warrant special 

consideration for pipe removal. Accordingly, Kinder Morgan did not file costs for the “Pipeline 

Removal” cost category.  

Trans Mountain 

Trans Mountain stated that the tasks assigned to this cost category align with those listed in 

Table A-3. Pipeline removal activities considered include: ditching, pipe cutting and hauling, and 

backfilling, along with intermediate steps required to complete these activities. Costs for RoW 

restoration were also included in the estimates. In addition to the costs associated with pipe 
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removal, Trans Mountain also estimated salvage value. Trans Mountain acknowledged that the 

Base Case does not include salvage value. However, Trans Mountain was of the view that it is 

appropriate to include this salvage value in its estimate. Trans Mountain set the salvage value at 

approximately 0.9 per cent of the total cost of pipeline removal.  

Trans Mountain provided an estimate for this cost category of $560,000 per km of pipe removed. 

TransCanada 

TransCanada stated that their cost estimates for pipeline removal and land reclamation are based, 

generally, on actual experience with pipeline replacements where old pipe must be physically 

removed prior to the installation of new pipe, as well as experience in remediation and 

reclamation efforts after pipeline installation. TransCanada further noted that in their experience, 

pipeline removal is less expensive than construction.  

TransCanada provided four examples of recent (carried out in the last 10 to 15 years) pipe 

replacement projects that, in their view, provide a reasonable basis for extrapolating the costs 

associated with removal activities.  

TransCanada proposed a range of costs for pipeline removal and associated activities for its 

pipelines as follows: from $198,100  to $386,900 per km for TransCanada PipeLines; from 

$204,500 to $303,700 per km for TransCanada Keystone; from $255,400 to $368,200 per km for 

Foothills; from $186,000 to $394,400 per km for TQM; and from $104,100 to $322,400 per km 

for NGTL.  

Trans-Northern 

Trans-Northern submitted that its Unit Cost for this cost category was based on actual costs 

(adjusted for inflation). Trans-Northern stated that examination of the pipeline removal costs for 

its NPS 10 Prescott Lateral pipeline, inflated to today’s dollars, revealed that these costs were 

well below the Base Case. Additionally, Trans-Northern applied size factors to other pipeline 

diameters found in its system to develop the Unit Costs.  

Trans-Northern’s pipeline-specific Unit Costs for small and medium diameter pipelines were 

$25,000 and $75,000 per km, respectively.  

Westcoast 

Westcoast’s Unit Costs for removing pipeline include provisions for additional soil to fill the 

cavity previously filled by the pipe proposed to be removed; replacement of topsoil; 

re-vegetation of the RoW; and compensation to landowners for two years of crop or pasture 

losses. 

Westcoast stated that its pipeline removal costs are based on applying its contractor’s Unit Costs 

for equipment and labour to the scope of work involved in removing pipe. Westcoast stated that 

it refined its estimates following participation in the technical workshop that led to the Base Case 

range of costs. Westcoast stated that its Unit Costs for pipeline removal are below the Base Case 

range for medium and large diameter pipeline.  

Westcoast provided costs for pipeline removal and associated activities of $250,000, $269,000, 

and $330,000 per km for small, medium, and large diameter pipelines respectively.  
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Views of the Board 

The Board notes that Applicants submitted cost estimates for the removal of pipe in 

some, but not all, of the land-use categories for which pipeline removal was contemplated 

in the Base Case; for example, the “Non-Agricultural, Prospective Future Development” 

category. 

Alliance and Trans Mountain filed Unit Costs for the “Pipeline Removal” cost category 

within the Base Case range. Therefore, the Board accepts these Applicants’ Unit Costs as 

reasonable and approves them as filed.  

Trans Mountain assumed a salvage value of 0.9 per cent of pipeline removal costs. The 

Board notes that the Base Case assumes a salvage value of zero. The Board is of the view 

that the inclusion of this salvage value is minor in the context of Trans Mountain’s total 

abandonment cost estimate and therefore accepts Trans Mountain’s approach to salvage 

value on this basis. 

Enbridge Pipelines, TransCanada, Trans-Northern and Westcoast have filed estimates 

which are outside the Base Case range for this cost category. However, the Board is of 

the view that these Applicants have provided sufficient justification for their estimates in 

the form of bottom-up estimates, past pipeline replacement or removal costs, or modified 

construction costs. The Board therefore accepts these Applicants’ cost estimates for the 

“Pipeline Removal” cost category as a reasonable starting point for estimating the future 

costs of these activities. The Board approves these costs as filed. 

Kinder Morgan and Enbridge (NW) did not file cost estimates for pipeline removal. All 

of Enbridge (NW) and Kinder Morgan’s pipelines is small diameter. As described in 

Chapter 3, the Board determined that an assumption of zero per cent removal for small 

diameter pipelines is acceptable. Given the above, the Board accepts Kinder Morgan’s 

and Enbridge (NW)’s approach to the “Pipeline Removal” cost category as reasonable. 

4.6 Above-ground Facilities 

Table A-3 defines the “Above-Ground Facilities” cost category to include purging and cleaning; 

piping and fabrications; site reclamation (remediation of contamination, re-contouring, 

replacement of topsoil, re-vegetation); demolition (as applicable); hauling material away and 

removal of associated underground tanks. Unit Costs for this cost category include restoration of 

land as close as possible to the surrounding land. They do not include the value of any above-

ground facilities that may be salvaged and re-used. Table A-3 (Appendix IV) sets out Unit Costs 

for a range of facilities, but acknowledges that the list of facilities is not exhaustive and that 

companies should also provide estimates for other unlisted facilities. 

Views of the Applicants  

Details regarding Applicants’ physical assumptions for above-ground facilities are contained in 

Chapter 3.  

Alliance 

Alliance submitted that the Unit Costs proposed for above-ground facilities listed in the Base 

Case are within the Base Case Unit Cost ranges. Alliance further submitted that its estimate was 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 56 of 126



45

derived in a bottom-up fashion, utilizing individual cost component forecasts specific to 

Alliance. For example, Alliance provided costs of $26,800 per mainline block valve.  

Enbridge 

Enbridge estimated their Unit Costs for this category by using historical removal costs where the 

data was available. The Enbridge proprietary Cost Estimating Tool was used for activities where 

historical cost data was not available. For certain facilities that the Cost Estimating Tool was not 

designed for, Enbridge stated that a bottom-up cost estimate was produced.  

Enbridge Pipelines and Enbridge NW’s resulting Unit Cost estimates for facility-types included 

in the Base Case ranged from the low end of the Base Case Unit Costs for pump stations ($200 

per horsepower) to higher than the Base Case range for block valve assemblies ($56,000 to 

$71,000). Enbridge Pipelines and Enbridge NW also submitted costs for facility-types not 

included in the Base Case, for example, $3.50 per barrel for above-ground tanks.  

Kinder Morgan 

Kinder Morgan was of the view that the “Above-Ground Facilities” cost category includes the 

removal of all above-ground pump stations and buried block valves. Cost estimates for block 

valves and pump stations were based on recent construction activities completed and are within 

the Base Case range. For example, Kinder Morgan proposed a cost of $40,000 per block valve. 

Trans Mountain 

While not all of the components of mainline block valves and stand-alone trap facilities are 

above-ground, Trans Mountain stated that it included these facilities in this cost category rather 

than in the category of “Pipeline Abandonment-in-Place” (Cost Category 3a).  

Trans Mountain submitted that the “Above-Ground Facilities” cost category as presented in 

Table A-3 did not specifically consider terminals as a separate category. Trans Mountain further 

submitted that its system has terminals located in Edmonton, Alberta and Burnaby, British 

Columbia and intermediate delivery points at Kamloops and Sumas, British Columbia, which are 

considered terminals for the purposes of the estimate. Trans Mountain also noted its 25 pump 

stations (including those located at Edmonton, Alberta and Kamloops and Sumas, British 

Columbia).  

Trans Mountain indicated that estimates for all facilities were done on a site-by-site basis. For 

terminals and stations, costs were included for cleaning of tanks and piping, and allowances were 

made for contaminated soil and scrap value.  

Trans Mountain submitted costs for facility-types that are both included and not included in the 

Base Case. Trans Mountain’s preliminary cost estimates for pump station demolition, which is a 

facility-type included in the Base Case, averaged approximately $567,000 per station. The 

highest cost item in this category submitted by Trans Mountain is for the demolition of its 

terminals, which is not included in the Base Case, at approximately $9.1 million per terminal.  

TransCanada  

TransCanada stated that their scope of work for above-ground facilities is in line with that of the 

Base Case.  
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TransCanada stated that their cost estimates for removal of above-ground facilities are based on 

their experience with the retirement of compressor stations and metre station facilities. 

TransCanada further stated that, since 1995, they have retired seven compressor stations in 

Saskatchewan, Manitoba and Ontario, as well as approximately 150 metre stations on the NGTL 

gas pipeline system.  

TransCanada stated that their costs for above-ground facility-types included in the Base Case are 

generally within the Base Case range. For example, proposed costs for removing meter stations 

were (on a per station basis): $104,700 for TransCanada PipeLines; $114,100 for TransCanada 

Keystone; $114,700 for Foothills; $88,500 for TQM; and $104,600 for NGTL. 

Trans-Northern 

Trans-Northern submitted that its cost estimate for above-ground facilities included costs 

associated with abandonment of pump stations, meter stations, block valves, and junctions. 

Trans-Northern further stated that the Base Case Unit Cost ranges were validated by a third-party 

demolition contractor, and that for the most part its estimates for typical facility types fall within 

the Base Case Unit Cost range. Trans-Northern applied decommissioning costs to each of its 

facilities, while additional charges (for example, remediation) were based on site-specific factors. 

Trans-Northern stated that its “Above-Ground Facilities” Unit Cost was generally within or 

above the Base Case Unit Cost range. For example, Trans-Northern submitted costs of $33,600 

per block valve. 

Westcoast 

Westcoast stated that cost estimates for its processing facilities (Fort Nelson, McMahon, Pine 

River, Sikanni, Kwoen, Patry and Aitken Creek, British Columbia) and for three compressor 

stations, have been prepared based on site drawings, equipment lists and aerial photos. Westcoast 

used the representative compressor station estimates to apply factored estimates to its remaining 

compressor stations. Westcoast assumed that some compressor equipment and generation sets 

will have value in the used equipment market and therefore can be sold at the time of 

abandonment. Westcoast further stated that cost estimates for the other above-ground facilities 

were derived based on Westcoast's experience in the engineering and construction of these 

facilities. Westcoast submitted that the Unit Costs provided for above-ground facilities are 

generally within the Base Case Unit Cost range. Westcoast proposed costs for facility-types 

included in the Base Case, for example, from $200,000 to $4.9 million per compressor station. 

Westcoast also proposed costs for facility-types not included in the Base Case. For example, for 

processing plants, Westcoast proposed from $700,000 to $36 million per processing plant. 

Views of the Board 

Applicants’ physical assumptions for above-ground facilities are discussed in Chapter 3. 

Applicants’ proposed costs for “Above-Ground Facilities” are discussed below.  

The Board notes that all Applicants have proposed estimates for facility-types that are 

referenced in the Base Case. Examples of such facility-types include block valves, meter 

stations, compressor stations and pump stations. The Base Case sets out Unit Costs for 

these facility-types. All Applicants, with the exception of Kinder Morgan, also proposed 

estimates for facility-types that are not referenced in the Base Case, such as gas plants.  
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For facility-types included in the Base Case, the Board is satisfied with the level of detail 

that Applicants have provided to support the estimates presented. The Board is further of 

the view that the inputs and methodologies used by Applicants result in Unit Costs that 

fall predominantly within the Base Case ranges. The Board finds that the estimates 

proposed by all Applicants for facility-types included in the Base Case are reasonable. 

For facility-types not included in the Base Case, the Board is of the view that Applicants 

have justified their proposed costs by using site-specific or facility-type specific 

estimates, contractor estimates or company experience. The Board finds that the 

estimates proposed by Applicants for facility-types not included in the Base Case to be 

reasonable.  

As discussed in Chapter 3, Westcoast has not accounted for complete removal of above-

ground facilities. By the time Westcoast’s cost estimates are next reviewed, the Board 

would expect Westcoast to consider whether these current cost estimates for above-

ground facilities continue to be appropriate. If Westcoast determines that its current cost 

estimates are appropriate, the Board would expect Westcoast to justify why this remains 

the case. 

Trans Mountain and Westcoast assumed some salvage value in this category. However, 

neither Applicant indicated the figure that they assumed for salvage value. While the 

Board has accepted the costs proposed by Trans Mountain and Westcoast, it did not 

assess the impact of salvage value on the estimates in this category. If salvage value is to 

be included in future estimates, the Board expects Applicants to provide a more detailed 

accounting and further justification for its inclusion. 

Given all of the above, the Board approves Applicants’ estimates for the “Above-Ground 

Facilities” cost category as filed. 
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Chapter 5 

Contingency Costs 

The “Project Contingency” cost category (Cost Category 7), like all Unit Costs, directly impacts 

the overall estimated costs for physical abandonment activities.  

Table A-3 (Appendix IV), which defines the Base Case contingency as 25 per cent of estimates 

flowing from Cost Categories 2 (Abandonment Preparation), 3a (Basic Pipeline Abandonment-

in-Place), 4 (Special Treatment), 5 (Pipeline Removal), and 6 (Above-ground Facilities). Cost 

Categories 2, 3a, 4, 5 and 6 are discussed in Chapter 5. Table A-3 also indicates that contingency 

allowances are influenced by many factors, including the quality of the project cost estimate. In 

its 21 December 2010 letter, the Board stated that, in the interest of transparency, it finds it 

useful to see contingency as a separate line item in cost estimates, even when the cost has been 

developed from individual cost categories.  

This chapter sets out the Board’s assessment of Applicants’ proposed approach to the “Project 

Contingency” cost category for abandonment projects (Cost Category 7). Contingency related to 

post-abandonment handling of remediation events (Cost Category 3b) is discussed in Chapter 6. 

Alliance 

Alliance considered its estimate to be a Class IV estimate under the Association for the 

Advancement of Cost Engineering International (AACEI) classification system. Based on its 

experience, Alliance stated that a Class IV estimate could provide a certain level of comfort. 

Alliance further stated that its cost estimating approach focused primarily on the uncertainty of 

costs for abandonment activities that are already known or expected to be part of abandonment 

projects.  

Alliance assumed a total contingency amount of $35.9 million. Alliance stated that this amount 

represents 19.3 per cent of Alliance’s overall cost estimate. Alliance applied contingency levels 

across each one of the cost categories. Alliance stated that contingency levels range from 17 to 

50 per cent, and were dependent on Alliance’s comfort level with the activity and what the 

prospective activity may be. For example, Alliance included a contingency of 50 per cent for 

Cost Category 3b (Provision for Post-Abandonment Activities) and 17.5 per cent for Cost 

Category 5a (Pipeline Removal). Alliance submitted that its proposed contingency is more than 

the Base Case.  

Enbridge 

Enbridge applied a proprietary Systematic Contingency Estimating Tool to determine the 

appropriate contingency amount for their abandonment cost estimates. Enbridge stated that the 

Systematic Contingency Estimating Tool is updated quarterly based on learnings from past 

projects. Enbridge further stated that this estimating tool is used on all projects of all sizes. 

Enbridge submitted that the Systematic Contingency Estimating Tool indicated that their cost 

estimates would fall under a Class III estimate using the AACEI classification system. However, 

since the actual occurrence of events would not be until many years in the future, Enbridge 

upgraded the estimate to a Class IV estimate.  
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Enbridge stated that their approach for estimating contingency costs took into account 

unforeseen unknowns which may impact the scope of abandonment projects.  

Enbridge assumed a 13 per cent contingency with a 50 per cent probability of over-run or under-

run. Enbridge Pipelines assumed a total contingency amount of $54.5 million. Enbridge NW 

assumed a total contingency amount of $29.7 million. 

Kinder Morgan 

Kinder Morgan submitted that it had successfully used an average 10 per cent contingency in 

past projects. Kinder Morgan further stated that even though this contingency amount is less than 

the Base Case, it is consistent with Kinder Morgan projects in Canada. Kinder Morgan indicated 

it does not typically follow the approach of adding a large contingency to cover scope changes. 

Instead, Kinder Morgan stated that it prefers to better define the scope at the appropriate time in 

the life-cycle of an undertaking. Kinder Morgan assumed a total contingency amount of 

$791,100, or 10 per cent. 

Trans Mountain 

Trans Mountain considered its cost estimate to be a Class IV estimate under the AACEI 

classification system. Trans Mountain chose Class IV based on its own internal standard for 

identifying or associating the class of estimate with the nature of the estimating methodology.  

Trans Mountain stated that it does not typically follow the approach of adding a large 

contingency to cover scope changes, preferring instead to better define the scope at the 

appropriate time in the life-cycle of an undertaking.  

Trans Mountain indicated that it typically funds projects at the P65 cost level, meaning there 

would be a 65 per cent chance that its actual costs would be less than the estimated costs and a 

35 per cent chance that its actual costs would be more than the estimated costs. Trans Mountain 

indicated that the Class IV AACEI cost risk profile allows for a 15 per cent contingency. Trans 

Mountain further stated that allowances for insurance and taxes for its entire cost estimate were 

also included in the contingency category. Trans Mountain submitted that the elements in this 

category make up 22.3 per cent of its total abandonment cost estimate, or $48.0 million.  

TransCanada 

TransCanada considered their cost estimates to be a Class V estimate under the AACEI 

classification system. TransCanada noted that the overall project scope of the estimates is 

defined by the abandonment methodology, the length and diameter of pipe to be abandoned, and 

the number of facilities to be abandoned. However, TransCanada stated that there are still project 

definition deliverables that have not been determined at this time. TransCanada further stated 

that additional project definition work would be necessary to advance their cost estimates to a 

Class IV.  

TransCanada did not include any unforeseen unknowns related to a change in project scope in 

their cost estimates. TransCanada expected that they would have the opportunity to re-evaluate 

the cost estimating approach and cost estimates on a periodic basis.  

TransCanada assumed a contingency of five per cent for all their cost estimates. However, this 

contingency was not shown as a separate line item. TransCanada provided three reasons to 
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justify their contingency. First, in TransCanada’s view, the overall scope of the project is known. 

Second, the Class V estimate typically would account for a 15 per cent contingency. However, 

there are additional risks with new pipeline construction that are not applicable to abandonment, 

including steel price fluctuations, schedule risks that could impact an in-service date, and a more 

complex work scope (for example, directional drills and crossings). Third, TransCanada noted 

that a number of conservative assumptions were built into the existing estimate, for example, no 

economies of scale and no large-scale productivity or technology improvements. TransCanada 

submitted that the AACEI was not the driving factor in determining the five per cent 

contingency. However, based on the variability of the estimate as defined by AACEI and 

TransCanada’s knowledge of the project and type of work, TransCanada submitted that a five 

per cent contingency was appropriate.  

Trans-Northern 

Trans-Northern stated that its proposed contingency was based on its experience with other 

pipeline projects, including pipeline maintenance and facility projects. Trans-Northern submitted 

that the assumed contingency did not account for changes in project scope. Trans-Northern was 

of the view that if there was significant change in technology or scope, it would continually 

update its estimate over time to reflect these changes. Trans-Northern assumed a contingency of 

$6.5 million or 15 per cent.  

Westcoast 

Westcoast applied a contingency allowance based on a high level of certainty regarding the 

quantity and type of pipeline assets, the comprehensive scope of abandonment work identified in 

the CEPA Report, and Westcoast’s experience in the maintenance, construction, and replacement 

of pipelines. Westcoast assumed a contingency of 10 per cent of its abandonment cost estimate. 

Westcoast also assumed a final contingency of $24.8 million for its gathering and processing 

facilities, and a final contingency of $21.0 million for its transmission facilities. 

Views of the Board  

The Board recognizes that all Applicants have used different methodologies to determine 

their proposed contingency. Despite these different methodologies, the Board is of the 

view that each Applicant has adequately justified their proposed contingency. The Board 

therefore finds that each Applicant’s contingency is reasonable and approves each 

Applicant’s contingency as filed.  

The Board finds that Alliance’s methodology was particularly transparent and commends 

Alliance for its approach to contingency. The Board encourages all Applicants to work 

towards a more transparent and rigorous approach to calculating contingency in their cost 

estimates. Where possible, the Board would also encourage Applicants to work together 

to collaboratively develop a consistent approach to contingency that is suitable for all 

companies. 

Enbridge’s contingency estimates provide for unforeseen unknowns due to potential 

changes in project scope. Such unforeseen unknowns may include the possibility of 

removal of medium or large diameter pipeline on agricultural cultivated and agricultural 

non-cultivated lands as a result of a site-specific assessment conducted at the time of 

abandonment. In addition to the Base Case, Alliance’s contingency estimate includes a 
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contingency of 50 per cent for Cost Category 3b (Provision for Post-Abandonment 

Activities). As described in Chapter 3, the Board has directed Applicants to re-file their 

cost estimates based on a 20 per cent removal assumption for medium and large diameter 

pipelines in the “Agricultural, Cultivated” and “Agricultural, Non-Cultivated” land-use 

sub-categories. As described in Chapter 6, the Board directed Applicants to re-file their 

financial provisions for post-abandonment to provide for perpetual monitoring and 

perpetual remediation. Given this direction, the Board is prepared to allow Applicants 

that provided in their contingency for the possibility of additional removal being required 

at the time of abandonment, or for additional contingency greater than the Base Case, to 

adjust their contingency accordingly. The Board reiterates that adjustments should only 

be made to account for the Board’s direction to assume, for cost estimating purposes, 20 

per cent removal of medium and large diameter pipe on agricultural cultivated and non-

cultivated lands or perpetual post-abandonment monitoring and remediation. Any 

Applicant that wishes to make such an adjustment as described above should file this 

adjustment with justification by 16 April 2013. 

Trans Mountain included an amount for taxes and insurance as part of its contingency. 

The Board notes that taxes and insurance are currently not included in the Base Case. The 

Board accepts Trans Mountain’s addition of taxes and insurance on the basis that such 

costs are likely to have an impact on contingency. The Board encourages other 

Applicants to consider the necessity of taxes and insurance in future estimates. 

The Board notes that TransCanada’s proposal of five per cent contingency is the lowest 

filed by any Applicant. The Board further notes the extensive expertise of all Applicants 

in estimating contingencies, including TransCanada, as well as the rationale provided by 

TransCanada in support of its contingency estimate. Finally, the Board notes that cost 

estimates will be regularly reviewed (at least every five years). Accordingly, by the time 

TransCanada’s cost estimates are next reviewed, the Board would expect that 

TransCanada will have considered the methodologies provided by other Applicants in 

this proceeding and determined whether these methodologies or portions thereof are 

appropriate for TransCanada. If, at that time, TransCanada determines that its current 

contingency continues to be appropriate, the Board would expect TransCanada to justify 

why this remains the case. 

The Board also notes that TransCanada’s contingency was not included as a separate line 

item in their cost estimates. In the RH-2-2008 Reasons for Decision, the Board stated that 

funds for abandonment should be collected and set aside in a transparent manner. The 

Board continues to recognize the value of transparency and therefore directs 

TransCanada to submit revised cost estimates, reporting contingency as a separate line 

item, by 16 April 2013.  
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Chapter 6 

Financial Provision for Post-Abandonment Activities 

Financial provisions for post-abandonment activities apply to all pipelines proposed to be 

abandoned-in-place.  

In Table A-3, the Board stated that post-abandonment activities may include financial provisions 

for periodic monitoring and for contingencies, such as later removal of some pipeline or 

associated facilities if remediation events occur. Remediation events include subsidence issues, 

pipe rising to the surface, or discovery of contamination. The Board also stated that this cost 

category would include costs for line locations, as needed; maintenance of signage; erosion and 

subsidence; frost heave control; pipe displacement at slopes or river crossings; remediation of 

contamination; the creation of waterways or soil damage problems; weed control (where not 

dealt with under an easement agreement); or any other problems created by the presence of a 

pipeline. 

The post-abandonment financial provisions in the Base Case would provide for perpetual 

monitoring of pipelines abandoned-in-place. These provisions would also provide for an 

allowance to cover remediation events into perpetuity, taking into account the likely frequency 

and cost of remediation events. With respect to monitoring, a financial provision of $13,333 was 

derived, using an annuity factor of 66:1 to cover an estimated cost of $200 per km per year. 

Including an estimated allowance for remediation events brings the total financial provision to 

$20,000, $60,000 and $97,000 per km of small, medium and large diameter pipe, respectively. 

This chapter discusses Applicants’ financial provisions for post-abandonment activities. A 

summary of the Applicants’ submissions is contained in Appendix VI. 

Views of Applicants  

Alliance 

Alliance submitted that its provisions for post-abandonment activities are assumed to include 

one-calls, annual signage maintenance, annual aerial surveillance, and pipeline remediation 

events.  

Alliance estimated the cost of monitoring activities at $1.54 million per year, or approximately 

$680 per km per year. Alliance stated that its estimate reflects an allowance of six remediation 

events per year in respect of any significant ground subsidence encountered on agricultural lands. 

Each remediation event was allocated $100,000. Alliance stated that its current provision for 

post-abandonment activities would provide for approximately 10 years of monitoring. Alliance 

was of the view that the pipeline should be in a benign state post-abandonment after that 10-year 

timeframe. Therefore, if any monitoring activities are required, Alliance indicated that they 

should be captured within the contingency amounts of the cost estimate.  

Alliance stated that its cost estimate covers remediation activities for an indefinite period. 

However, Alliance expected its monitoring activities to be minimal after the 10-year post-

abandonment monitoring period. Alliance estimated the total cost for post-abandonment 

activities to be approximately $24.3 million.  
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With respect to cathodic protection, Alliance was of the view that after the first 10 years 

subsequent to abandonment, the pipeline will be in a benign state. Alliance was further of the 

view that allowing the pipe to eventually degrade does not cause any problems or environmental 

issues. Consequently, Alliance stated that there is no point in maintaining cathodic protection.  

Alliance stated that future ground subsidence will occur over a long period of time. Alliance 

further stated that perforations in the pipe would start as small holes, at which time soil and water 

would seep in. Before there are large perforations in the pipe, several decades may have elapsed. 

Over that period of time, any soil seeping into the pipe would have minimal visible effects on the 

surface, due to natural and agricultural activities acting to spread the soil. Therefore, Alliance did 

not envision a scenario where a void on the surface would suddenly be created.  

Enbridge 

Enbridge estimated costs for post-abandonment activities on the basis of the Base Case method. 

Enbridge took this approach in response to the input they received during their stakeholder 

workshops. However, the Enbridge Unit Cost factor for removal was substituted for the Base 

Case Unit Cost factor for removal.  

Enbridge submitted that the cost estimates for post-abandonment activities include periodic 

monitoring and any remediation required as a result of events occurring post-abandonment. 

Enbridge was also of the view that the cost estimates for post-abandonment activities reflect 

contingencies such as future removal or contamination clean-up.  

Enbridge assumed monitoring in perpetuity and an annual monitoring cost of $200 per km. 

Enbridge indicated that the expected cost of a remediation event for a small diameter pipe would 

be $104,731 per km.  

Enbridge Pipelines also indicated that the expected cost of a remediation event for medium and 

large diameter pipe would be $174,552 per km and $314,194 per km respectively. Enbridge 

Pipeline’s total cost estimate for provisions for post-abandonment activities was $284.3 million. 

Enbridge NW’s total cost estimate for provisions for post-abandonment activities was $14.6 

million.  

Enbridge stated that programs for detection, remediation and restoration of hydrocarbon 

contamination have already been implemented. In Enbridge’s view, these programs will reduce 

the potential for residual contamination clean-up requirements during the post-abandonment 

phase. Enbridge noted that they intend to clean the pipelines at the time of abandonment and 

leave them in a state with no contamination. Enbridge further noted that they have allowed for a 

provision to remediate any previously unknown contamination after abandonment.  

Enbridge’s plan is to cathodically protect their pipelines in their abandoned state in perpetuity. 

Enbridge submitted that an advantage of maintaining cathodic protection is that it provides an 

ability to determine if there are issues with pipeline coating, which potentially could allow 

Enbridge to conduct remediation activities. Costs associated with these activities fall within 

Enbridge’s provision for post-abandonment activities. Enbridge noted that the costs for cathodic 

protection on their entire system are very low, and insignificant in terms of the overall cost 

estimates filed. 
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Regarding ground subsidence, Enbridge stated that based on the scientific information available 

today, they expect corrosion to occur in a non-uniform manner, maintaining the structural 

integrity of the pipe, making a subsidence scenario unlikely. 

Kinder Morgan 

Kinder Morgan stated that funding is required for the on-going monitoring and mitigation of 

issues that arise after completion of the abandonment project work. Kinder Morgan was of the 

view that there should be a five-year limitation on annual monitoring. Kinder Morgan did not 

consider funding for perpetual monitoring, as it did not feel that an active monitoring program 

would be necessary.  

Kinder Morgan suggested that it might be helpful for the Board to suggest time periods or a 

range of time periods for the duration of monitoring and post-monitoring activities. 

Kinder Morgan assumed an annual rate of one incident per year over the next 40 years, with an 

estimated cost of $25,000 per incident. It stated that this approach aligned closely with the 

approach taken by other Kinder Morgan pipelines. Kinder Morgan submitted total costs of $1.18 

million or $1,163 per km for post-abandonment monitoring.  

Kinder Morgan did not provide for cathodic protection, or its maintenance, in its cost estimate. 

Kinder Morgan agreed with Trans Mountain’s views as to the challenges and impracticalities 

associated with maintaining cathodic protection on abandoned pipelines.  

Trans Mountain 

Trans Mountain stated that its approach to estimating post-abandonment provisions is 

directionally consistent with the Board’s approach, particularly with respect to the frequency of 

and the costs for post-abandonment incidents. Trans Mountain submitted that its approach 

differed from the Board’s in three ways: annual monitoring was limited to five years; post-

abandonment incidents were divided into those that require pipeline removal and those that do 

not; and the post-abandonment period was divided into distinct stages, with no incidents 

requiring pipeline removal within the first 40 years after abandonment. Trans Mountain’s 

estimate used a threshold of 500 years to provide for post-abandonment remediation events.  

Trans Mountain noted that the period of active monitoring would include aerial patrols, signage 

maintenance and touch-up environmental remediation of areas disturbed and remediated during 

abandonment. Trans Mountain further submitted that after a five-year monitoring period, active 

monitoring measures would no longer be in place. Any incidents or problems that arose after this 

period would be addressed by the post-abandonment provisions which would continue in 

perpetuity.  

Trans Mountain submitted that its methodology resulted in a post-abandonment cost estimate of 

$26,000 per km or $37.7 million.  

Trans Mountain’s estimate did not include cathodic protection or cathodic protection 

maintenance. Trans Mountain argued that the purpose of abandonment is to discontinue practices 

of an operating pipeline, so a pipeline that is abandoned need not be actively maintained. Trans 

Mountain also stated that it largely followed the guidance of the CEPA Report, which 

recommends cathodic protection be discontinued upon abandonment. Trans Mountain noted that 

ongoing management of cathodic protection or its maintenance may become impractical in the 
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long-term as a result of other abandonment activities (for example, removal of power and control 

facilities, and segmentation of the pipeline). Trans Mountain further noted that maintaining 

cathodic protection post-abandonment could become very complex over time, and that, in its 

view, maintenance of cathodic protection into perpetuity is highly impractical.  

Trans Mountain was of the view that structural failure of pipelines abandoned-in-place would not 

occur within the first 40 years after abandonment. Trans Mountain stated that these failures 

would not occur due to pipeline design and the effectiveness of the external coatings and 

nitrogen fill upon abandonment.  

TransCanada  

TransCanada stated that their post-abandonment provisions include: first call services; 

maintenance of internal databases such as GIS; aerial patrols of all abandoned pipelines on an 

annual basis; maintenance of appropriate signage; maintenance and administration of third party 

crossings of the abandoned pipelines; and on-going payment of property taxes. TransCanada 

further stated that environmental monitoring would be required for specific sites where 

remediation of slope failures, soil subsidence, and other similar issues are carried out.  

In TransCanada’s experience, three years of post-abandonment monitoring which demonstrates 

no residual contamination effects is adequate to meet current environmental regulations. 

However, as a conservative measure, TransCanada included costs to cover 10 years of post-

abandonment monitoring. TransCanada also stated that while the 10-year post-abandonment 

period was included in their estimates, they are likely to still have obligations as a result of 

contractual relations with landowners. TransCanada stated that these obligations would be 

respected.  

TransCanada’s allowance for remediation activities was calculated as 35 per cent of the total cost 

of their monitoring activities. TransCanada stated that their estimate of post-abandonment costs 

is not based on an estimate of the number of remediation events. In TransCanada’s view, the 

number of remediation events anticipated annually and the average cost of remediation events 

are difficult to estimate due to the lack of available data. TransCanada submitted that the 35 per 

cent allowance for remediation events was determined using TransCanada’s estimating expertise, 

and that it was an appropriate amount to carry forward.  

TransCanada acknowledged that their cost estimates do not anticipate significant post-

abandonment items. In TransCanada’s view, any issues would be addressed before or when 

abandonment occurs. TransCanada was also of the view that after the 10-year post-abandonment 

period, any affected parties with an issue or concern would approach TransCanada to discuss those 

concerns. TransCanada expected that accountability for any unresolved concerns would be 

determined on the facts, the applicable law and the operative regulatory requirements at that time. 

TransCanada submitted estimates to cover a 10-year period of post-abandonment activities, with 

totals as follows: $21.3 million for TransCanada PipeLines; $1.9 million for Foothills; $4.2 

million for TransCanada Keystone; $970,000 for TQM; and $37.6 million for NGTL. 

TransCanada stated that their pipelines would be cleaned and purged to the applicable standards 

at the time of abandonment. TransCanada noted that any residual contaminants within the 

pipeline would be at trace levels. TransCanada did not expect residual contaminants to lead to 

contamination of surrounding soils or water. TransCanada stated that they provided for 
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remediation of any unresolved contamination issues in the post-abandonment monitoring 

provision of their cost estimates.  

TransCanada believed that the use of cathodic protection would only delay the eventual demise 

of pipelines abandoned-in-place. In TransCanada’s view, the vast majority of the surface of 

pipeline abandoned-in-place would not suffer external corrosion due to the presence of external 

pipeline coating. TransCanada noted that while pitting corrosion occurring in random localized 

areas would occur, depending on pipe wall thickness, it may take decades for perforation of the 

pipeline to occur. TransCanada stated that structural integrity of their pipelines would be 

maintained for at least 100 years since most of the pipe wall thickness will remain either un-

corroded or will not suffer substantial metal loss. TransCanada acknowledged that there will be 

areas where small amounts of soil will infiltrate the pipeline, but submitted that infiltration will 

not lead to any kind of large-scale subsidence. For agricultural and non-agricultural lands, 

TransCanada expressed the view that natural processes or farming practices would work to level 

out any subsidence. 

Trans-Northern 

Trans-Northern submitted that it based its estimate for post-abandonment activities on the 

diameter of the pipeline, as per the Base Case.  

Trans-Northern used the approach in Table A-3, and assumed 0.5 remediation events per year 

per 100 km. Based on this formula, Trans-Northern assumed four remediation events per year. 

Trans-Northern stated that it understands that, across Canada, liability always stays with the 

owner of the pipeline in perpetuity. Trans-Northern provided a final post-abandonment provision 

estimate of $24.1 million.  

Trans-Northern stated that it has an extensive integrity management program. Trans-Northern 

further indicated that it has an in-line inspection program, and carries out other surveillance and 

maintenance activities. Trans-Northern indicated that it would identify all of its historical leak 

sites through the abandonment planning and application process. However, Trans-Northern 

advised that it intends to deal with any unidentified contamination through the post-abandonment 

provisions of its cost estimate.  

Trans-Northern stated that it would not maintain cathodic protection on its abandoned pipelines. 

Trans-Northern submits that in its past experience with pipeline that has been abandoned-in-

place without cathodic protection, no significant environmental or engineering issues arose in the 

44 years since abandonment. Trans-Northern noted that its assumption of not maintaining 

cathodic protection on abandoned pipelines is consistent with the CEPA Report.  

Westcoast 

Westcoast developed a cost estimate based on pipeline monitoring, maintenance and a provision 

for post-abandonment remediation activities over a period of 50 years of monitoring costs. 

Westcoast stated that while it considered a perpetual post-abandonment period, it is of the view 

that 50 years is reasonable considering when Westcoast would expect activities that require 

remediation in a post-abandonment period. Westcoast stated that over the 50-year period it 

would continue to administer third party crossing requests, participate in a first call dig request 

program and maintain signs on all of its RoWs.  
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Westcoast estimated the costs associated with post-abandonment monitoring activities for its 

transmission facilities to be $341,000 per year, decreasing to $208,000 per year after an initial 

five-year period. The costs associated with post-abandonment monitoring activities for its 

gathering and processing facilities were estimated at $894,000 per year, decreasing to $797,000 

per year after the initial five-year period. Westcoast also included a provision for repairing river 

banks at two pipeline locations each year and for removing pipeline at one river crossing every 

five years. Based on the number of river crossings on the system, Westcoast included a provision 

for remediation events of $211,000 per year for its transmission facilities and $249,000 per year 

for the gathering and processing facilities.  

Westcoast also included a provision for monitoring for erosion on slopes and for water scour 

along portions of its RoW where the pipe would be abandoned-in-place. In addition, Westcoast 

included a provision for an annual aerial patrol of the entire pipeline RoW and for continued 

monitoring of soils at its compressor stations, processing plants, and pigging barrel sites. 

Westcoast submitted that it fully expects to see any results of soil disturbance due to 

abandonment treatment within the first three to five years after abandonment. In its view, 

monitoring and ground water monitoring would taper off.  

Westcoast estimated the costs for post-abandonment pipeline maintenance activities to be 

$275,000 per year for its transmission facilities and $450,000 per year for its gathering and 

processing facilities. 

Westcoast did not anticipate carrying out significant remediation activities on its pipe after 

abandonment. However, it included a provision for some remediation of pipe exposed by water 

scour where it may pose a hazard to navigation. With respect to processing plant, compressor 

station and pigging barrel sites, Westcoast included a provision for soil remediation at the time of 

abandonment. Westcoast did not include an allowance for the remediation of soils during the 

period following abandonment of the pipe and facilities. Westcoast argued that given the 

cleaning procedures conducted prior to or at the time of abandonment, it is unlikely that soils 

along the pipeline right-of-way would require remediation post-abandonment.  

Westcoast provided a total estimate for post-abandonment provisions of $39.0 million for its 

gathering and processing facilities, and an estimate of $18.4 million for its transmission facilities.  

With respect to cathodic protection, Westcoast cited an example of a 26-inch pipeline that it 

abandoned-in-place 42 years ago without cathodic protection. Westcoast was of the view that 

this pipe is, for all intents and purposes, fairly whole. Westcoast stated that due to the slow 

corrosion process, the filling of the soil in the corroded pipe as well as the surface masking 

processes (that is, cultivation, root growth, and frost cycles) would have minimal effect on the 

surface.  

Westcoast was of the view that an allowance to provide for post-abandonment activities to 

address subsidence issues was not necessary. Westcoast stated that it considers the surface 

effects of soil subsidence resulting from the deterioration of abandoned pipe to be insignificant 

for all but the largest diameter of pipe. Further, Westcoast did not include an allowance to either 

remove or re-bury pipe that rises to ground surface over time.  
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Views of the Intervenors 

Several intervenors raised concerns about physical issues related to abandoning the pipe in place. 

Concerns raised include subsidence, safety risks, the potential for water conduits, as well as 

contamination, corrosion and the need for cathodic protection.  

Intervenor concerns relating to subsidence, safety risks and the potential for water conduits are 

discussed under Views of the Intervenors in Chapter 3. Intervenor concerns related to 

contamination, corrosion and cathodic protection are discussed in both Chapter 3 and below. 

MPLA 

MPLA stated that undiscovered contamination is a major concern. MPLA submitted that pinhole 

leaks in pipelines can exist for long periods of time before being discovered, and that areas 

contaminated by Enbridge pipelines may not be discovered until some undetermined time in the 

future. MPLA also stated that contamination resulting from a slow oil leak may not be 

discovered until after a pipeline is abandoned.  

With respect to corrosion, MPLA’s expert, Mr. Bushman, was of the view that large diameter 

pipeline that has been abandoned-in-place, unless it is fully maintained, would eventually 

corrode to the point that soil overburden will lead to collapse, resulting in ground subsidence. 

MPLA’s other expert, Mr. Dechant, stated that with expected wall thinning as a result of 

corrosion, live loads could cause pipeline collapse, especially in cases of reduced depth of cover. 

Mr. Bushman also provided his opinion that where multiple pipelines exist in a common 

corridor, it is imperative that cathodic protection be maintained and monitored on pipelines 

abandoned-in-place in order to prevent problems for operating pipelines. Where effective 

cathodic protection cannot be maintained, Mr. Bushman was of the view that pipelines 

abandoned-in-place in common corridors should be removed. Mr. Bushman stated that cathodic 

protection system maintenance, monitoring, and replacement or upgrading into perpetuity are not 

trivial activities.  

Other Intervenors 

CAEPLA supported Mr. Bushman’s analysis regarding corrosion and cathodic protection.  

Several intervenors also described concerns relating to the impacts of corrosion and eventual 

perforation of pipelines abandoned-in-place. A number of intervenors stated that movement of 

soil into pipelines abandoned-in-place would result in a loss of productive topsoil. In addition, 

intervenors submitted that the influx of material into a corrosion-perforated pipe could lead to the 

transport of contaminants and accompanying liability issues. Some intervenors stated that 

subsidence and collapse of pipelines abandoned-in-place could result in a safety hazard when 

operating farm equipment or working in the vicinity of the pipeline. 

UPA raised concerns regarding a scenario where companies have provided funds for a limited 

amount of time in the post-abandonment period. UPA did not want landowners to assume any 

risk in terms of post-abandonment liability with respect to pipeline collapse or water conduits.  

Views of the Board  

One of the key principles discussed in the RH-2-2008 Reasons for Decision was that 

landowners will not be liable for the costs of pipeline abandonment. The Board reiterates 
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its commitment to this principle, and continues to be of the view that implementation of 

the RH-2-2008 Framework and Action Plan, as revised on 1 June 2012, is a significant 

step toward attaining this goal. In this regard, the Board notes that its 4 March 2010 letter 

revised the title of the post-abandonment cost category from “Perpetual Maintenance” to 

“Provisions for Post-abandonment Activities.” As the Board has previously stated, this 

change was made to reflect the concept of ensuring that certain funds be made available 

at the time of abandonment to cover the costs of post-abandonment activities. The Board 

reiterates that the post-abandonment provisions cost category is intended to include 

funding to monitor and address events that require remediation. 

Financial Provisions for Monitoring and for Remediation Events 

The Board notes that for the purposes of estimating costs for post-abandonment activities, 

the duration of monitoring proposed by Applicants varies, as does the period for which 

Applicants presumed responsibility for remediation events. The monitoring period 

proposed by Applicants ranged from five years to perpetuity, while the length of 

presumed responsibility for remediation events ranged from 10 years to perpetuity.  

In support of the proposed monitoring periods and length of presumed responsibility for 

remediation events, many Applicants indicated that they did not expect to see any events 

requiring remediation after their respective proposed time periods. Most Applicants were 

also of the view that impacts of pipeline abandonment-in-place would be minimal over 

time. In contrast, intervenors were of the view that landowners would be impacted as a 

result of pipeline abandonment-in-place. Intervenors expressed concerns about physical 

issues relating to pipeline abandonment-in-place, including corrosion, subsidence, and 

contamination. 

Regarding corrosion and subsidence, the Board notes that Applicants were generally of 

the view that it may take decades for perforations of abandoned pipe to occur. In most 

Applicants’ views, sudden collapse of a pipeline as a result of corrosion is not a concern. 

Once a pipeline corrodes to the extent that it loses its structural integrity, collapse is 

prevented by the volume of soil that would have infiltrated the pipe. Intervenors 

expressed the view that corrosion would lead to pipeline perforation and collapse, which 

would result in a variety of adverse impacts on landowners, such as loss of productive 

topsoil. 

The Board is of the view that the nature of corrosion may be dependent on a variety of 

site-specific factors. The Board is also of the view that all pipelines abandoned-in-place 

will eventually corrode. The timing of corrosion is uncertain and subject to many 

variables (such as the condition of pipeline coating at the time of abandonment). As 

acknowledged by some Applicants, this could occur well into the future. The Board is 

further of the view that corrosion, when it does occur, could lead to perforation of pipe, 

resulting in some infiltration of soil or other materials. Accordingly, the Board finds that 

there may be some subsidence resulting from perforation of the pipe and the infiltration 

of material. The Board also finds that the timing of subsidence, like corrosion, is 

uncertain and subject to many variables. 

The Board acknowledges that, as described by intervenors in this hearing, landowners 

may be adversely impacted if corrosion and subsidence occurred, particularly corrosion 
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and subsidence of medium and large diameter pipeline. The Board is of the view that the 

timing of impacts to landowners is uncertain and could occur well into the future. 

However, the Board is of the view that while small diameter pipelines will undergo 

corrosion, perforation and material influx, the subsidence expected at the surface is likely 

to be negligible.  

With respect to contamination, several Applicants indicated that they have extensive 

integrity programs that continue through the operating life of their systems, and that any 

contamination issues would be identified during site-specific assessments carried out at 

the time of abandonment. These Applicants do not expect to encounter contamination 

after their pipelines have been abandoned. However, the Board notes the concerns 

expressed by intervenors relating to the potential for discovery of contamination after the 

pipeline has been abandoned. 

While the Board recognizes that Applicants have integrity programs in place to address 

contamination issues prior to abandonment, the Board accepts intervenor submissions 

that there remains a potential to discover contamination post-abandonment. The Board is 

also of the view that the timing of any post-abandonment contamination, if it were to 

occur, is subject to uncertainty. Similarly, the Board is of the view that the timing of its 

discovery is subject to uncertainty. The Board accepts that if contamination is discovered 

after abandonment, but not addressed due to lack of financial provisions, landowners may 

be negatively impacted. 

The Board recognizes that Applicants have proposed various monitoring periods and 

periods of responsibility for remediation of unforeseen post-abandonment events. 

However, as mentioned above, there is uncertainty regarding the timing of corrosion, 

subsidence and contamination and the possible impacts on landowners. These events 

could occur well after the end of the monitoring period and the length of presumed 

responsibility for remediation events proposed by the majority of Applicants. 

Accordingly, the Board is of the view that the monitoring period and the length of 

presumed responsibility for remediation events proposed by the Applicants, with the 

exceptions of Enbridge and Trans-Northern, do not adequately account for the possibility 

that post-abandonment events and their resulting impacts on landowners could occur well 

into the future. Accordingly, the Board finds that the monitoring periods and the length of 

presumed responsibility for remediation events proposed by Alliance, Kinder Morgan, 

Trans Mountain, TransCanada and Westcoast insufficient and therefore not reasonable. 

Perpetual monitoring would decrease the likelihood of impacts to landowners resulting 

from post-abandonment events as these would be detected at an earlier stage. Financial 

provision for perpetual remediation would mean that funds remain available to remediate 

post-abandonment events on a perpetual basis. The Board therefore directs all Applicants 

to make financial provision for perpetual monitoring and perpetual remediation where 

pipelines are abandoned-in-place. The Board is not prescribing the manner in which 

monitoring and remediation should be undertaken, or by whom. The issue of access to 

funds will be considered as part of the Board’s assessment of companies’ set-aside 

mechanism. 
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Applicant Monitoring and Remediation Costs  

The Board is of the view that the monitoring and remediation costs proposed by Alliance, 

Kinder Morgan, Trans Mountain and Westcoast for estimating post-abandonment 

provisions are reasonable, as they are based on these Applicants’ previous operating 

history or experience. The Board approves these costs as filed. These costs are to be used 

by Applicants in calculating post-abandonment provisions into perpetuity. 

The Board is also of the view that while TransCanada’s monitoring costs are reasonable, 

their remediation costs are not reasonable for the reasons described below under the 

heading “Applicant Methodologies.” The Board approves TransCanada’s monitoring 

costs as filed. 

Enbridge and Trans-Northern used the Base Case monitoring costs. Trans-Northern also 

used the Base Case remediation costs. The Board is of the view that the monitoring costs 

proposed by Enbridge and Trans-Northern are reasonable. The Board is further of the 

view that the remediation costs proposed by Trans-Northern are reasonable. The Board 

approves these costs as filed. 

To calculate their remediation costs, Enbridge used their own unit removal costs in 

combination with the Base Case methodology for post-abandonment provisions. The 

Board is of the view that the remediation costs proposed by Enbridge are reasonable. For 

further information on Enbridge’s unit removal costs, see Chapter 4. 

Applicant Methodologies  

The Board finds that the methodologies used by Alliance, Kinder Morgan, Trans 

Mountain and Westcoast for estimating post-abandonment provisions are reasonable. The 

Board also finds that these Applicants reasonably estimated the number of remediation 

events per year and the costs associated with those events. The methodologies used by 

these Applicants in determining their monitoring and remediation cost estimates were 

based on past operating and maintenance experience, as well as specific knowledge of 

their pipeline systems and the terrain traversed by those systems.  

The Board notes that Enbridge and Trans-Northern used the Base Case post-

abandonment methodology. In the Board’s view, the methodology used by these 

Applicants is reasonable. 

TransCanada expressed the cost for remediation events as a percentage (35 per cent) of 

their annual cost of monitoring. The Board notes that TransCanada’s methodology does 

not provide information on the frequency and cost of post-abandonment remediation 

events. The Board is of the view that TransCanada’s approach of expressing remediation 

costs as a function of annual monitoring costs is not sufficiently justified. Furthermore, 

the Board is not convinced that funds for remediation events should be calculated based 

solely as a function of monitoring costs. The Board would have expected TransCanada to 

include other additional factors, for example, the expected frequency of remediation 

events, in the calculation of remediation costs. Accordingly, the Board is not persuaded 

that TransCanada’s methodology is reasonable. Given the Board’s decision about 

TransCanada’s methodology, the Board also finds that TransCanada’s methodology will 
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not allow for sufficient funds to be available to address potential remediation events after 

abandonment.  

As TransCanada has failed to justify their deviation from the Base Case, the Board must 

consider what remediation costs and methodology are reasonable. The Board has 

considered TransCanada’s response to a Board request, made during the course of the 

hearing, to provide an estimate using the Base Case assumptions. This estimate included 

the Base Case methodology for post-abandonment provisions. The Board has also 

considered TransCanada’s comments that it had difficulty estimating remediation events 

due to the lack of available data. However, given all of the above, the Board is of the view 

that the Base Case approach to calculating remediation and methodology is a reasonable, 

prudent and adequate starting point for TransCanada’s post-abandonment provision. The 

Board directs TransCanada to use the Base Case methodology. The Board notes that cost 

estimates will be regularly reviewed (at least every five years). Accordingly, if 

TransCanada wishes to adopt a different methodology for determining remediation costs, 

they may do so in future filings. However, as the Board stated in the RH-2-2008 Reasons 

for Decision, pipeline companies choosing to file their own pipeline-specific estimates 

should be prepared to justify any deviations from the Base Case assumption. 

Post-Abandonment Provisions Filed by Applicants 

Given all of the above, the Board approves Trans-Northern and Enbridge’s post-

abandonment provisions as filed. The Board directs Alliance, Kinder Morgan, Trans 

Mountain and Westcoast to re-file their post-abandonment provisions using their own 

methodology for determining monitoring and remediation costs, but adjusting these costs 

to provide for perpetual monitoring and perpetual remediation. 

Finally, the Board directs TransCanada to re-file their post-abandonment provisions using 

their company-specific monitoring costs. For the portion of post-abandonment provisions 

related to remediation events, TransCanada is directed to apply the Base Case 

methodology using their own assumptions for the unit removal costs. TransCanada is also 

directed to provide post-abandonment monitoring and remediation provisions into 

perpetuity.  

Cathodic Protection 

The Board notes that some Applicants have included, or may include in the future, 

financial provisions for cathodic protection in their cost estimates. The Board 

acknowledges the evidence provided in this proceeding which describes the challenges 

and practicalities associated with continuing cathodic protection post-abandonment. 

The Board is of the view that decisions regarding financial provision for the continuance 

of cathodic protection at the time of abandonment are best assessed on a case-by-case 

basis. For example, in some instances, Applicants, in consultation with stakeholders, may 

determine that cathodic protection is appropriate for pipelines that are abandoned-in-

place in order to prevent negative impacts to other infrastructure in shared RoWs. The 

continuance of cathodic protection may be a consideration of particular importance for 

pipeline systems with multiple pipelines in a shared RoW, if these pipelines are unlikely 

to be abandoned simultaneously. In other cases, cathodic protection may be required in 

accordance with contractual obligations.  
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Chapter 7 

Other Issues Raised 

7.1 Landowner Issues 

7.1.1 Background 

Throughout this proceeding, the Board received submissions from Applicants and intervenors. 

The Board recognizes and appreciates all forms of participation. The Board notes that, because 

this hearing was not an oral facility hearing, participant funding was not available pursuant to the 

Board’s Participant Funding Program, and that no financial support was otherwise made 

available for intervenor participation.  

The submissions of intervenors have been incorporated in several chapters of these Reasons for 

Decision. Intervenor submissions regarding the distinction between cultivated and non-cultivated 

agricultural lands are discussed in Chapter 2. Landowner views pertaining to easement 

agreements and physical plans for abandonment, particularly where pipelines are proposed to be 

abandoned-in-place, are discussed in Chapter 3. Landowner concerns about contamination, 

subsidence, and corrosion are described in Chapters 3 and 6.  

In addition to the submissions of intervenors addressed in preceding chapters, a number of issues 

were raised by intervenors throughout the proceeding that go beyond the scope of this hearing. 

Some of these issues are described below. 

7.1.2 Uncertainty about current and future regulatory oversight, legal 

requirements and potential legal liability   

Intervenors expressed concern about what happens if the Board no longer has jurisdiction over 

an abandoned pipe. They submitted that there is an ongoing need for regulatory oversight, 

particularly where one pipeline remains in a RoW in which multiple lines may have already been 

abandoned.  

Landowners described their fear that any facilities abandoned-in-place may be left to decay and 

contaminate their land and soils. Landowners also expressed apprehension about being left 

without recourse to pursue resolution of post-abandonment issues in such circumstances. 

Intervenors stated that they are concerned that future regulatory requirements at the time of 

abandonment might leave them with risks or costs that they would then have to incur.  

Intervenors also raised concerns about various provincial safety and environmental laws that may 

apply to their property and to their farming operations. In Saskatchewan and Ontario, for 

example, landowners indicated that they must prepare and seek approval of environmental farm 

plans. Landowners described their concern that pipelines abandoned-in-place on their property 

would subject them to the same legal risks and liabilities as other potential sources of 

underground contamination, such as fuel tanks, under provincial legislation.  
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7.1.3 Other Financial Implications 

Landowners spoke of the stigma attached to lands containing pipelines as a type of damage 

which they incur. They stated that lands with pipelines running through them are generally 

devalued compared to similar lands without pipelines. Landowners suggested that in situations 

where pipelines do not run in a straight direction, or where they otherwise complicate farming 

operations, the perceived value of the land can be lower still.  

UPA described difficulties associated with borrowing from financial institutions that require 

environmental assurances about lands. SAPL described landowner experiences with lending 

institutions, and noted that landowners are required to submit updated environmental farm plans 

and copies of easement agreements when applying for credit and using their lands as collateral. 

Mr. Kraayenbrink stated that the requirement of lending institutions for environmental 

inspections is a common concern for landowners when considering a sale of their lands.  

7.1.4 Further research and study 

In response to Applicants’ recognition of the need for further research and studies about the 

technical aspects of abandonment, landowners stated that they are interested in participating and 

expect their input to be considered in such future efforts. 

Views of the Board 

The Board recognizes intervenor concerns regarding future regulatory oversight. As the 

Board has previously stated, its jurisdiction over a pipeline continues only until the 

coming into effect of the order which authorizes the abandonment of that pipeline. 

Abandonment orders usually contain conditions with which companies must be fully 

compliant before an order can come into effect. In other words, the Board’s jurisdiction 

will continue until compliance with all conditions is achieved. 

In the Board’s view, intervenor concerns discussed in this section are relevant to the 

broader discussion of pipeline abandonment, and to the relationship between landowners, 

companies and others. In Chapter 3 of these Reasons for Decision, the Board stated that 

the physical issues of pipeline abandonment require further research as well as a multi-

stakeholder approach to help resolve or fill knowledge gaps. The Board therefore 

encourages all persons participating in any research relating to abandonment to further 

consider ways in which the concerns described by landowners in this proceeding could be 

mitigated or addressed. 

7.1.5 Consultation and Communication Programs and Relationships 

Some intervenors expressed concerns about the financial barriers to participating in company-led 

consultation efforts. Landowners also expressed concerns about participation in company 

surveys, and whether such surveys are a genuine reflection of landowner opinions pertaining to 

pipeline projects or abandonment issues. Landowners also expressed a general sense of a power 

imbalance between them and companies, citing negotiations and rights of entry as examples. 

SAPL described some improvements that companies have made in their consultation processes, 

citing the Alberta Clipper project as a recent example.  
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Views of the Board 

The Board considers consultation and communication between companies and 

landowners to be highly important for all phases of a pipeline, from construction to after 

abandonment. The Board recognizes the concerns expressed by intervenors, and notes 

SAPL’s comment that in some cases, improvements have been made in regards to 

consultation and communication between companies and landowners. The Board notes 

that Enbridge stated there will be opportunities to support landowner engagement and 

that industry has committed funds to make sure there is more outreach to stakeholders. 

With respect to the goal of having all NEB-regulated companies begin to set aside 

abandonment funds, the Board notes that this proceeding is only one step in an ongoing 

process. As discussed in Chapter 3, some Applicants carried out landowner consultation 

prior to submitting their cost estimates. As Applicants’ cost estimates will be regularly 

reviewed (every five years), the Board encourages Applicants to consider the comments 

provided by landowners in this proceeding regarding consultation and communication 

programs, and, where possible, to refine their consultation efforts bearing these 

comments in mind. The Board further encourages Applicants to actively consult 

landowners and landowner associations well in advance of the next review of their cost 

estimates, specifically with respect to the criteria upon which these costs are based. 

7.2 Next Steps 

The Board’s five-year Action Plan, initially included in the RH-2-2008 Reasons for Decision, set 

out steps with the goal of having all companies begin to set aside abandonment funds no later 

than five years from the date of that decision. The Action Plan was revised on 1 June 2012 and is 

contained in Appendix I. While the time frame for the Action Plan is from May 2009 to 2014, 

the Board expects, as stated in its 4 March 2010 letter that the process for ensuring that funds are 

available, and the information upon which the process may depend, will continue to evolve 

through and beyond the time frame for the Action Plan.  

7.2.1 Consistency in Future Abandonment Cost Estimate Filings 

In these Reasons for Decision, the Board identified a number of areas where some consistency 

among Applicants would be helpful for future reviews of cost estimate filings, for example, land-

use definitions. These areas are discussed in Chapters 2, 4, 5 and 6 of this decision.  

The Board strongly encourages companies to work together with Board staff, landowners (or 

their associations) and other interested persons to, where possible, achieve consistency in land-

use designation and cost estimate methodology. The Board notes that such coordination would 

be particularly helpful to the Board prior to any regular Board review of cost estimates filings. In 

addition to the areas identified in these Reasons for Decision, the Board also encourages 

companies to address any other topics where they are of the view that consistency could be 

useful. 

7.2.2 Other Areas for Future Collaboration 

In addition to areas where consistency would be useful, the Board identified other topics in these 

Reasons for Decision where collaboration among companies, Board staff, landowners (or their 
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associations) and other interested persons would be beneficial. For example, the Board indicated 

in Chapter 3 that further research on physical issues of pipeline abandonment is needed to better 

understand the implications of abandoning pipelines in place. The Board encourages companies 

to consider other areas that could benefit from additional research and follow up, for example, 

adequate segmentation, and minimizing impacts of corrosion and subsidence. 

In its 4 March 2010 letter, the Board stated that its objective is to update the Base Case for as 

long as it is useful in preparing, revising and evaluating early estimates of costs for abandonment 

funding. The Board also stated that it intends to revisit the Base Case assumptions at least every 

five years. The Board notes that Applicants in the MH-001-2012 hearing used the Base Case for 

certain elements of their cost estimates, and filed pipeline-specific information for other 

elements. If maintaining and updating the Base Case is useful, as better information becomes 

available, the Board will work with companies, landowners and other interested persons to make 

any appropriate changes.  

7.2.3 Action Plan and other Additional Actions 

There are a number of steps in the Action Plan which have not yet occurred. The Board is 

committed to meeting the timelines for all steps set out in the Action Plan. 

Since the Board’s issuance of the Action Plan, the Board has identified additional actions that 

will be necessary in the future. The following table includes future milestones identified by the 

Board to date.  

Topic Action Party Expected timing 

Set-aside 

mechanism 

Filing of proposed set aside 

mechanisms 
Group 1 

companies 

No later than 28 Feb 

2013 

Revised 

abandonment 

cost estimates  

Companies file revised abandonment 

cost estimates in accordance with the 

Board’s direction in these Reasons for 

Decision 

Group 1 

companies 

No later than 16 April 

2013 

Collection 

mechanism 

Filing of proposed collection 

mechanisms. These filings should use 

abandonment cost estimates based on 

the direction from these Reasons for 

Decision 

Group 1 

companies 

No later than 31 May 

2013 

Regular 

reporting  

Companies report to the Board on 

progress of collection and fund 

performance, as contemplated in the 

Board’s 4 March 2010 letter 

All 

regulated 

companies  

 TBD 

Updates to 

abandonment 

cost estimates  

Updates to abandonment cost estimates 

filings to incorporate new information 

All 

regulated 

companies 

TBD 
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Chapter 8 

Direction and Disposition 

The foregoing chapters constitute the Board’s Reasons for Decision in respect of the applications 

considered in the MH-001-2012 proceeding. Subject to the Board’s directions to the Applicants 

below, the Board approves the Applicants’ cost estimates as filed. Approval of these estimates 

has been based on, and are applicable only to, the Applicant-specific and pipeline-specific 

information considered during this proceeding. Applicants that are required to submit revised 

cost estimates to the Board shall do so by 16 April 2013. 

8.1 Alliance 

The Board directs Alliance to submit to the Board revised cost estimates based on an assumption 

of 20 per cent removal for medium and large diameter pipe in the “Agricultural, Cultivated” and 

“Agricultural, Non-Cultivated” land-use sub-categories. Alliance’s revised cost estimates shall 

also be based on an assumption of 100 per cent removal of medium and large diameter pipeline 

for both industrial and residential development in the “Non-Agricultural, Prospective Future 

Development” sub-category. Finally, Alliance shall adjust Cost Category 3b (Post-Abandonment 

Provision) to provide for perpetual monitoring and perpetual remediation, using its own 

methodology (as approved by the Board in Chapter 6), for determining monitoring and 

remediation costs. The Board approves all other aspects of Alliance’s cost estimates as filed. 

8.2 Enbridge Pipelines  

The Board directs Enbridge Pipelines to submit to the Board revised cost estimates based on an 

assumption of 20 per cent removal for medium and large diameter pipe in the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” sub-categories. The Board approves all other 

aspects of Enbridge Pipelines’ cost estimates. 

8.3 Enbridge (NW) 

The Board approves the cost estimates of Enbridge (NW) as filed. 

8.4 Foothills 

The Board directs Foothills to submit to the Board revised cost estimates assuming 20 per cent 

removal of large diameter pipe in the “Agricultural, Cultivated” and “Agricultural, Non-

Cultivated” sub-categories. Foothills shall also adjust Cost Category 3b (Post-Abandonment 

Provision) to provide for perpetual monitoring and perpetual remediation, using its company-

specific monitoring costs (as approved by the Board in Chapter 6) and unit removal costs (as 

approved by the Board in Chapter 4), but using the Base Case methodology. Finally, the Board 

directs Foothills to report contingency as a separate line item in its revised cost estimates. The 

Board approves all other aspects of Foothills’ cost estimates as filed 
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8.5 Kinder Morgan 

The Board directs Kinder Morgan to submit to the Board revised cost estimates in which Cost 

Category 3b (Post-Abandonment Provision) is adjusted to provide for perpetual monitoring and 

perpetual remediation. In adjusting the revised Post-Abandonment Provision, Kinder Morgan 

shall use its own methodology for determining monitoring and remediation costs, as approved by 

the Board in Chapter 6.  

The Board also directs Kinder Morgan to include in its revised cost estimates, costs for 

segmentation activities at an interval of between 400 metres and six km.  Kinder Morgan should 

provide reasons for the interval selected. Costs for the segmentation activities shall be calculated 

based on the Unit Cost submitted by Kinder Morgan for cutting and capping activities at water 

crossings and approved by the Board in Chapter 4. If Kinder Morgan is of the view that a 

different cost is more appropriate for these segmentation activities, Kinder Morgan shall provide 

additional justification, explaining why this is the case. 

The Board approves all other aspects of Kinder Morgan’s cost estimates as filed. 

8.6 NGTL 

The Board directs NGTL to submit to the Board revised cost estimates based on an assumption 

of 20 per cent removal for medium and large diameter pipe in the “Agricultural, Cultivated” and 

“Agricultural, Non-Cultivated” sub-categories. NGTL shall also adjust Cost Category 3b (Post-

Abandonment Provision), to provide for perpetual monitoring and perpetual remediation, using 

its own company-specific monitoring costs (as approved by the Board in Chapter 6) and unit 

removal costs (as approved by the Board in Chapter 4), but using the Base Case methodology. 

Finally, the Board directs NGTL to report contingency as a separate line item in its revised cost 

estimates. The Board approves all other aspects of NGTL’s cost estimates as filed. 

8.7 TQM 

The Board directs TQM to submit to the Board revised cost estimates based on an assumption of 

20 per cent removal for medium and large diameter pipe in the “Agricultural, Cultivated” sub-

category. TQM is further directed to adjust Cost Category 3b (Post-Abandonment Provision), to 

provide for perpetual monitoring and perpetual remediation, using its own company-specific 

monitoring costs (as approved by the Board in Chapter 6) and unit removal costs (as approved by 

the Board in Chapter 4), but using the Base Case methodology. Finally, the Board directs TQM 

to report contingency as a separate line item in its revised cost estimates. The Board approves all 

other aspects of TQM’s cost estimates as filed. 

8.8 Trans Mountain 

The Board directs Trans Mountain to submit to the Board revised cost estimates based on an 

assumption of 20 per cent removal for medium and large diameter pipe in the “Agricultural, 

Cultivated” sub-category and medium diameter pipe in the “Agricultural, Non-Cultivated” sub-

category. Trans Mountain is further directed to adjust Cost Category 3b (Post-Abandonment 

Provision), to provide for perpetual monitoring and perpetual remediation, using its own 

methodology and monitoring and remediation costs (as approved by the Board in Chapter 6). 

The Board approves all other aspects of Trans Mountain’s cost estimates as filed. 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 80 of 126



69

8.9 TransCanada Keystone 

The Board directs TransCanada Keystone to submit to the Board revised cost estimates based on 

an assumption of 20 per cent removal for large diameter pipe in the “Agricultural, Cultivated” 

and “Agricultural, Non-Cultivated” sub-categories. TransCanada Keystone is further directed to 

adjust Cost Category 3b (Post-Abandonment Provision), to provide for perpetual monitoring and 

perpetual remediation, using its own company-specific monitoring costs (as approved by the 

Board in Chapter 6) and unit removal costs (as approved by the Board in Chapter 4), but using 

the Base Case methodology. Finally, the Board directs TransCanada Keystone to report 

contingency as a separate line item in its revised cost estimates. The Board approves all other 

aspects of TransCanada Keystone’s cost estimates as filed. 

8.10 TransCanada PipeLines 

The Board directs TransCanada PipeLines to submit to the Board revised cost estimates based on 

an assumption of 20 per cent removal for medium and large diameter pipe in the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” sub-categories. TransCanada PipeLines is further 

directed to adjust Cost Category 3b (Post-Abandonment Provision), to provide for perpetual 

monitoring and perpetual remediation, using its own company-specific monitoring costs (as 

approved by the Board in Chapter 6) and unit removal costs (as approved by the Board in 

Chapter 4), but using the Base Case methodology. Finally, the Board directs TransCanada 

PipeLines to report contingency as a separate line item in its revised cost estimates. The Board 

approves all other aspects of TransCanada Pipelines’ cost estimates as filed. 

8.11 Trans-Northern 

The Board directs Trans-Northern to submit to the Board revised cost estimates based on an 

assumption of 20 per cent removal for medium diameter pipe in the “Agricultural, Cultivated” 

and “Agricultural, Non-Cultivated” sub-categories. The Board approves all other aspects of 

Trans-Northern’s cost estimates as filed. 

8.12 Westcoast  

The Board directs Westcoast to submit to the Board revised cost estimates based on an 

assumption of 20 per cent removal for medium and large diameter pipe in the “Agricultural, 

Cultivated” and “Agricultural, Non-Cultivated” sub-categories. The Board also directs Westcoast 

to submit to the Board a revised cost estimate in which Cost Category 3b (Post-Abandonment 

Provision), is adjusted to provide for perpetual monitoring and perpetual remediation, using its 

own methodology and monitoring and remediation costs (as approved by the Board in Chapter 

6). The Board approves all other aspects of Westcoast’s cost estimates as filed. 
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Appendix I  

Revised Action Plan 

Table 4-1 from RH-2-2008 Decision 

Action Plan, Remaining Deadlines As Revised 1 June 2012 

Action Objective Participants Timing 

5. NEB consideration of 

Group 1 companies’ 

preliminary estimates that use 

pipeline-specific assumptions 

or a combination of pipeline- 

specific and Base Case 

assumptions 

NEB decisions on 

Group 1 companies’ 

preliminary estimates 

NEB 

See MH-001-2012 

Hearing Order and 

1 May 2012 procedural 

direction 

6a. Group 1 companies each 

develop and file, for 

approval, a proposed 

process and mechanism to set aside 

the funds 

Filing of proposed 

set aside 

mechanisms 

Group 1 

companies 

No later than 28 

February 2013 

6b. Group 1 companies each 

develop and file, for approval, a 

proposal for collection of funds 

Filing of proposed 

collection mechanisms 

Group 1 

companies 

No later than 31 May 

2013 

7 (completed) 

8. Group 2 companies that 

charge tolls each develop and file a 

proposal for collection of funds 

Filing of proposed 

collection 

mechanisms 

Group 2 

companies that 

charge tolls 

No later than 31 May 

2013 

9. Group 2 companies each 

file with the Board a proposed 

process and mechanism to set aside 

funds 

Filing of proposed 

set aside 

mechanisms 

Group 2 

companies 

No later than 31 May 

2013 

10. NEB consideration of Group 

1 companies’ proposals for 

collection and set aside 

mechanisms 

NEB decisions on 

Group 1 companies’ 

mechanism for 

collection and set aside 

of funds 

NEB By 31 May 2014 
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Appendix II 

Table A-1 

Step 1: Land-use analysis – Use the following table to determine the number of kilometers of 

pipeline in each land-use and pipeline-diameter category.  For the Above-Ground facilities, 

determine the facilities and the units (for example, number of tanks or compressors) to be 

abandoned. 

Table A-1: Framework for Land-Use Analysis, 

For the Purposes of Estimating Preliminary Cost Estimates 

Land Use  

Pipeline Diameter Above-

Ground 

Facilities 2” to 12” 

60.3 to 

323.9mm 

14” to 24” 

355.6 to 610 

mm 

>26” 

>660 mm 

Agri-cultural  

Cultivated 

Cultivated with special 

features  

Non-Cultivated 

Non-Agri-cultural  

Existing Developed 

Lands 

Prospective future 

development 

No future development 

Anticipated (e.g. 

forest) 

Other 

Environmentally 

Sensitive Areas 

Roads & Railways 

Water Crossings 

Other Crossings 

(Utilities) 
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Appendix III 

Table A-2 

Step 2: If using the Base Case, apply the entries in Table A-2 to the entries in Table 1 to 

determine the Method of Abandonment for the purposes of cost estimation.   

Table A-2: Physical Assumption by Land Use and Facility 

For the Purpose of Estimating Preliminary Cost Estimates  

Land Use  

Pipeline Diameter Above-Ground 

Facilities 

2” to 12” 

60.3 to 

323.9mm 

14” to 24” 

355.6 to 610 

mm 

>26” 

>660 mm 

Agri-

cultural  

Cultivated  A: 80%  

(R: 20%) 

A: 80%  

(R: 20%) 

A: 80%  

(R: 20%) 
R 

Cultivated with special 

features  
R R R R 

Non Cultivated  A: 80%  

(R: 20%) 

A: 80%  

(R: 20%) 

A: 80%  

(R: 20%) 
R 

Non-Agri-

cultural  

Existing Developed Lands A A A R 

Prospective future 

development 
R R R R 

No future development 

Anticipated (e.g. forest) 

A: 80%  

(R: 20%)  

A: 80%  

(R: 20%) 

A: 80%  

(R: 20%) 
R 

Other 

Environmentally Sensitive 

Areas A A A R 

Roads & Railways A+ A+ A+ R 

Water Crossings A A A R 

Other Crossings (Utilities) A A+ A+ R 

Legend: A = Abandon in place, A+ = Abandon in place with special treatment
2
, R = Removal 

Step 3: Use the cost definition grid from Table A-3 to determine a cost estimate per category for 

abandonment. 

2 CEPA defined A+ as pipeline is abandoned in place with special treatment to prevent potential ground subsidence 

(e.g. fill pipe with concrete) 
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Appendix IV 

Table A-3 

Unit Costs for Abandonment Activities  

Table A-3 (with definitions issued 4 March 2010) now includes the Unit Costs developed during 2010.   

Amended Table A-3  

Table A-3 Base Case Cost Definition Grid December 2010 

Broad Category Method
1

May Include  Estimated Cost Factor Value
2
 (2010 C$) 

1. Engineering & Project 

Management 

A R Regulatory, legal and finance support, external 

relations and land support, environment, health 

and safety support, operations support, 

stakeholder consultation.  Detailed cost estimates, 

planning, applications, detailed engineering and 

environmental studies.  Engineering and project 

management, Construction management, project 

& cost control. 

Apply the factor shown to sum of  

costs in categories (2a, 2b, 3a, 4, 5a, 5b and 6) 

If pipeline abandonment project
3
 is Apply 

<50 km 20% 

50 to 500 km 10% 

>500 km 5% 

Pipe diameter definitions used in estimates below (as set out in Table A-1 of 4 March 2010 

release) 

Pipe Diameter Small Medium Large 

Imperial 2” to12” >12” to <26” ≥26” 

Metric 
60.3 to 

323.9mm 

>323.9mm to 

<660mm 
≥660mm 

2. Abandonment Preparation
4
  Factors combine 2a and 2b, applicable to all km of pipe, removed or left-in-place. 

2a. Land access and clean up A R Access rights & permits, temporary work space, 

damages, re-establish survey markers, as-built 

survey, update GIS, discharge rights. 

Unit Cost per 

kilometer 

Pipe diameter 

Small Medium Large 

Range 
low $4,000 $6,000 $12,000 

high $6,000 $16,000 $18,000 

2b. Pipeline Purging and 

Cleaning 

A R Pump or draw down gas; Pipeline pigging, cleaning 

and purging, including pre-cleaning pig runs.  

Isolate pipe sections, test pipe for cleanliness.  Final 

This factor may be strongly influenced by pipeline terrain and by 

the product shipped.  Those using the Base Case may choose to 

refine their estimates as follows:   

1 
Method A, A+ or R respectively: Abandon in place; Abandon in place with special treatment; and Removal.  For purposes of the preliminary cost estimation, the cost factors described here would be 
applied by companies using the Base Case.  For pipelines that are abandoned in place all rows with an A or A+ are applicable, for pipelines that are removed all rows with an R are applicable. 

2 
Cost estimates or ranges are intended as typical averages for a pipeline system.  For individual segments within the system, actual unit costs may vary more widely. 

3 
Pipeline Abandonment project may include the whole pipeline system or smaller sections abandoned as separate projects. 

4 
The a and b breakdowns in some Broad Categories were expected to only be necessary until further exploration of dollar values for costs took place.  Current estimates have removed some of the 
(a) and (b) breakdowns. 
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Amended Table A-3 

Table A-3 Base Case Cost Definition Grid December 2010

Broad Category Method
1

May Include Estimated Cost Factor Value
2
 (2010 C$)

cleaning pig runs (in N2), waste storage and 

disposal.  Cleanliness verifications (testing and 

analysis).
 5

 

Pipeline Terrain Gas Shipped Oil Shipped 

Flat or downhill Low end Mid Range 

Mountainous or uphill Mid range High End 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline 

Abandonment-in-Place 

A n/a Install plugs to prevent water movement, removal 

of some underground appurtenances, backfilling 

and reclamation of dig sites.
6
 At the 9 September 

2010 meeting, parties discussed whether to include 

removal of underground appurtenances in category 

3a or in 6.  The estimates shown to the right include 

removal of underground appurtenances. 

Applicable to all km left-in-place. 

Unit Cost per kilometer.  Unit costs depend less on pipe diameter 

and more on distance between plugs.  High end of range is more 

applicable for challenging terrain, with more frequent plugs. 

Range 
Low $10,000 

High $25,000 

3b. Provision for Post 

abandonment activities 

A 

and 

A+ 

n/a Financial provisions for periodic monitoring and for 

contingencies, such as later removal of some 

pipeline/associated facilities if problems occur. 

Events include subsidence issues, pipe rising to 

surface, or discovery of contamination
7
 

See footnote for description of approach.
8
   

Assumed annual monitoring costs $100,000 per 500 km pipe. 

Pipe diameter Small Medium Large 

Assumed # of Events per year per 100 km 

0.5 0.5 0.5 

Assumed ratio of Event to unit cost 5(a&b) of planned removal & 

restoration of 1 km of right-of-way 

0.1 0.2 0.3 

Resulting Estimate of Provision, in $ per kilometer 

$20,000 $60,000 $97,000 

5 
Pigging costs are dependent on the pipeline length and volume (i.e., the square of pipe diameter).  Estimates shown take the volume into account. 

6 
The number of plugs to be used is related to the length and angle of the slope, soil type and land use.  In theory, the cost of plugs is dependent on volumes of material to be used, and therefore could 
be related to pipeline diameter squared.  However crew mobilization drives costs more than pipeline volume, and the pipe diameter distinction has been removed. 

7 
Includes line locations, as needed, maintain signage, erosion and subsidence, frost heave control, pipe displacement at slopes or river crossings, remediation of contamination, the creation of 
waterways, or soil drainage problems, weed control (where not dealt with under easement agreements), or any other problem caused by the presence of a pipeline. 

8 
Annual monitoring is set at $200 per km based on the assumption shown in the table.  An annuity factor (66:1) is applied to derive the initial financial provision at the time of abandonment to fund 
each dollar needed over the subsequent years, with inflation, i.e., an initial amount of $66 is required to generate an annual flow of $1 per year, inflating.  This factor 66 uses the 1.5% (3.5% return on 
funds less the 2% inflation) set out in the 4 March 2010 Revised Base Case.  As a result $13,333 per km should be set-aside at the time of abandonment to cover future monitoring of pipe left in 
place. 

Contingency is (the number of remediation events per year per km of pipe left-in-place) x (the cost of one remediation event relative to the average cost of one km of planned removal for that pipe 
diameter).  This average annual contingency amount is grossed up with the 20% project management and engineering applicable to small projects.  The result is an average annual contingency 
allowance of $105, $700 and $1255 per km for small, medium and large diameter pipe respectively.  These annual estimates are multiplied by the same 66:1 annuity factor as above to derive the 
amount needed at the time of abandonment. 

Combining the monitoring and contingency amounts result is the $20,000, $60,000 and $97,000 respectively for the pipe diameters as shown in the table. 
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Amended Table A-3 

Table A-3 Base Case Cost Definition Grid December 2010

Broad Category Method
1

May Include Estimated Cost Factor Value
2
 (2010 C$)

4 Special treatment A+ n/a Until possible future clarification from the NEB on 

any differences between default handling at river 

crossings and at other crossings, use the low end of 

‘cut, cap and fill’ range provided for road, rail and 

utility crossings. 

Pipe diameter Small Medium Large 

Unit cost per crossing of utility corridor 

Cut, cap and fill with cellular material at crossings – 

road, rail, utility.
9
 Range 

Low $30,000 $35,000 $50,000 

High $45,000 $60,000 $85,000 

Other environmentally sensitive areas.  Further 

study is needed on types of environmentally 

sensitive areas, appropriate treatment and costs. 

Until further study is done, a placeholder unit cost of $50,000 per 

km of environmentally sensitive area may be used for all pipe 

diameters. 

5 Pipeline Removal  

5a Pipeline Removal and 

backfilling 

n/a R Remove impediments and topsoil stripping, 

excavation, cutting and capping of pipelines, cutting 

of pipeline sections and removal to stockpile, 

loading and hauling of removed lines, disposal of 

lines, coating and associated facilities, backfill, 

compaction. 

Mobilization and demobilization may further 

increase costs, particularly for remote areas. 

Cost applicable where pipe removed.  Apply 100% of the unit cost 

for the first pipe and 25% of the unit cost for subsequent pipe, 

owned by the same company, in the same ditch.
10

 

Diameter of largest pipe in 

ditch Small Medium Large 

Unit cost per kilometre of pipe. 

Range 

Low $100,000 $300,000 $450,000 

high $250,000 $800,000 $900,000 

5b Pipeline Removal – land 

restoration 

n/a R Restoration, reclamation and remediation of 

contamination, fencing and clean-up, soil 

decompaction, re-vegetation, inspection of removal 

activities.
11, 

 

Costs to restore simpler terrain are assumed to be already included 

in averages for 5a above, rough or mountainous terrain may add a 

further 10-15% to costs estimated for category 5a  

6 Above-Ground Facilities 

6a. All above ground A R Purging and cleaning piping and fabrications. 

Site reclamation, (remediation of contamination, re-

contouring, replacement of topsoil, re-vegetation). 

This includes restoration of land as close as possible 

to the surrounding land 

6 (a) and (b) applicable to all 

above-ground facilities. 

Range $ per unit except as noted 

Low High 

Block valve assemblies $15,000 $55,000 

Meter station (gas)  $ 50,000 $250,000 

9 
Fill volume (or pipeline volume) depends on crossing length and pipeline diameter squared.  Unit cost of concrete, if used, depends on the hauling distance from the batching plant.  Remote locations 
would attract costs at the higher end of the range.  The low end of the range is only applicable where the majority of the fill locations are close to fill sources. 

10 
For example, for a 10km ditch with 2 parallel large diameter pipes the calculation would be: 10km x $450,000 + 10km x ($450,000x0.25) 

11 
Clearing, stripping and grading work is related to the width of right-of-way and temporary work space.  Excavation and backfilling depends on to the pipeline volume and depth of cover.  Pipeline 
cutting, removal, loading, hauling and disposal depend on pipeline diameter and wall thickness. 
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Amended Table A-3 

Table A-3 Base Case Cost Definition Grid December 2010

Broad Category Method
1

May Include Estimated Cost Factor Value
2
 (2010 C$)

Excludes the value of any above-ground facilities 

that may be salvaged and re-used. 

Meter station (oil)
12

 $ 50,000  $500,000  

Maintenance Base $50,000 Could be salvaged

6b Portions removed n/a R Demolition (as applicable), haul material away 

Removal of associated underground tanks. 

Compressor station per mw
13

 

Applicable to stations of  
Under 5mW, use up to $400,000 

for over 5mW, use up to $120,000 

Pump Station 
14

 $300,000 $1,500,000 

6c Portions left in place A n/a Securing any facilities left in-place.  (Not 

applicable, as all above ground, to be removed) 

Other facilities 
15

 

Reclamation 
16

 

7 Contingency Contingency allowances are influenced by many 

factors, including the quality of the project cost 

estimate.  Companies using the Base Case Unit 

Costs should apply a contingency factor as shown, 

as each of the individual Unit Cost estimates has 

considerable uncertainty in its estimation. 

Applicable to estimates 

flowing from cost factors 2, 

3a, 4, 5(a&b) and 6. 

approximately 

25% 

Some reminders regarding the use of this guidance for filing estimates of pipeline abandonment costs: 

 Where cost ranges are provided, a company relying on the Base Case should use a Unit Cost approximately in the middle of any range 

provided, unless they have reason to support selecting a Unit Cost elsewhere in the range.   

 The pipeline company remains responsible for appropriate financial preparation for future abandonment activities. (see RH-2-2008) 

12
 The low end of the Unit Cost range is only appropriate where there are no additional facilities at any oil meter stations in a pipeline system. 

13
 Industry suggests using unit cost per installed horsepower/megawatts, with range to cover electric, gas or other turbines.  Scope includes all units, yard piping, concrete foundations to 1m below grade, 

buildings removed 

14
 Factors affecting this cost could be number of pumps, number of buildings and types of foundations. 

15
 Companies should also provide estimates for other above ground facilities not listed here, such as gas plants, batteries; tanks or tank farms; booster pumps, sending and receiving pipeline barrel 

assemblies, communication facilities, power generation equipment, or other above ground facilities.  These are not listed in the table, as no generic estimates are yet available these facilities. 

16
 Site reclamation is assumed to be included in the unit costs for above ground facilities shown. 
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Appendix V 

Table A-4 

Step 4: Add up the rows of estimated costs to get total estimated costs 

Table A-4  

Total Estimated costs 

Broad Category Method
141 Pipeline 

Features  
1520

 
Average Cost

1621
 

Cost by 

Category
17

 
22

1 Engineering & Project 

Management 

A R n/a E.g. 20-30 per 

cent 

2 Abandonment Preparation 

a. Land access and clean up A R   X (Km) 

b. Pipeline Purging and Cleaning A R 

3 Pipeline Abandonment-in-Place 

a. Basic Pipeline Abandonment-

in-Place 

A n/a   Y (Km) 

b. Provision for Post 

abandonment activities 

A and 

A+ 

n/a  Y+ ST (Km) 

4 Special treatment A+ n/a  ST (Km) 

5 Pipeline Removal 

a. Pipeline Removal and 

backfilling 

n/a R X - (Y+ST)  

(Km) 

b. Pipeline Removal – land 

restoration 

n/a R 

6 Above-ground facilities 

a. All facilities A R ___C_ # 

b. Portions removed n/a R ___C_ # 

c. Portions left in place A n/a ____ # 

Total Cost (e.g. in 2010 dollars) for future abandonment activities 

For example, for a 425 km pipeline with 25 km under roads, and 3 compressors: 

X = 425 km 

Y = 320 km, or 80% (X-ST) using 80% of 400 from Table A-2 

ST = 25 km  

X-(Y+ST) = 80 km, or 425 – (320+25) 

The 3 compressors to be removed would be entered as C

14 Method A, A+ or R respectively: Abandon in place; Abandon in place with special treatment; and Removal. 
15 Either linear kilometers or count by facility type.  Table A-2 facilitates estimating the entries to this column. 
16 Entries in this column may come from Table A-3 when available.  
17 If using the Base Case cost assumptions, entries in this column are the product of the previous two columns.  If using 

pipeline specific cost estimation, enter the total for each category. 
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Appendix VI 

Summary of Applicants’ Physical Information and 
Estimated Costs 

This Appendix provides Applicants’ physical abandonment assumptions for each land-use 

category, the total number of kilometres of pipe within each land-use category, and the number 

of facilities within each land-use category. Where there are no abandonment assumptions or 

where the number of kilometres of pipeline is not shown in the physical assumptions tables, 

Applicants either do not have pipe in that land-use category or do not have pipeline of that 

diameter.  

This Appendix also provides the Applicants’ proposed abandonment cost estimates. This 

Appendix should be read in conjunction with the Applicants’ filings and the various sections of 

these Reasons for Decision, as not all assumptions made by Applicants are fully reflected. 

The abandonment method assumptions used by Applicants are as follows (unless otherwise 

noted):  

A Abandon in place 

A+ Abandon in place with special treatment 

R  Removal 

The pipeline diameter categories used by the Applicants are as follows:  

Small  2 to 12 inches (60.3 to 323.9 mm) outside diameter 

Medium  14 to 24 inches (355.6 to 610 mm) outside diameter 

Large Greater than or equal to 26 inches (660 mm outside diameter) 

The data contained in the following tables were extracted directly from Applicant submissions 

with some exceptions. In some instances, certain figures were derived by the NEB using the data 

provided in Applicant submissions. In the event of a discrepancy between any such derived 

figure and an Applicant submission, the latter should prevail. 
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Alliance 

Physical Assumptions 

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural

Cultivated 
A 

95.7 

A 

136.8 

A 

1105.2 

Cultivated with Special Features 
A 

--- 

A 

--- 

A 

--- 

Non-Cultivated 
A 

15.2 

A 

27.6 

A 

87.4 

Non-

Agricultural 

Existing Developed Lands 
A 

--- 

A 

--- 

A 

--- 

Prospective Future Development 
A 

2.4 

A/R 

5.9 

A/R 

13.4 

R 

68 

No Future Development Anticipated 
A 

149.8 

A 

234.1 

A 

290.0 

Other 

Environmentally Sensitive Areas 
A 

7.8 

A 

19.5 

A 

24.1 

Roads & Railways 
A+ 

4.3 

A+ 

5.3 

A+ 

28.4 

Water Crossings 
A 

1.0 

A 

6.9 

A 

10.9 

Other Crossings – Utilities 
A+ 

--- 

A+ 

--- 

A+ 

--- 
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Estimated Costs

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
1
 

1 Engineering & Project Management 8,830 21,900 

2 Abandonment Preparation 24,190 24,140 

2a. Land Access and Clean up 7,130 7,080 

2b. Pipeline Purging and Cleaning 17,060 17,060 

3 Pipeline Abandonment-in-Place 38,800 34,390 

3a. Basic Pipeline Abandonment-in-Place 14,470 12,990 

3b. Provision for Post-Abandonment Activities 24,320 21,400 

4 Special Treatment 48,720 48,720 

5 Pipeline Removal 4,390 128,820 

5a. Pipeline Removal and Backfilling 4,000 117,240 

5b. Pipeline Removal – Land Restoration 390 11.580 

6 Above-Ground Facilities 24,930 24,930 

6a. All Facilities 6,880 6,880 

6b. Portions Removed 18,050 18,050 

6c. Portions Left in Place Nil Nil 

7 Contingency 35,940 61,230 

Total Cost 185,800 344,130 

1 These figures were provided by Alliance in response to a request made by the Board, during the course of the MH-001-

2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” 

sub-categories.  
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Enbridge Pipelines  

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities
small medium large  

2
 

Agricultural 

Cultivated 
A 

3.3 

A 

2321.8 

A 

2805.4 

Cultivated with Special Features 
R 

--- 

R 

--- 

R 

--- 

Non-Cultivated 
A 

--- 

A 

144.0 

A 

236.1 

Non-

Agricultural 

Existing Developed Lands 
A 

--- 

A 

53.2 

A 

44.5 

Prospective Future Development 
R 

--- 

R 

14.5 

R 

31.7 

R 

897 

No Future Development Anticipated 
A 

--- 

A 

4.6 

A 

5.4 

Other 

Environmentally Sensitive Areas 
A 

29.8 

A 

615.0 

A 

794.3 

Roads & Railways 
A/A+ 

0.3 

A/A+ 

147.5 

A/A+ 

167.6 

Water Crossings  
A 

0.4 

A 

71.3 

A 

101.8 

Other Crossings – Utilities 
A/A+ 

--- 

A/A+ 

156.7 

A/A+ 

225 

2 Total number of facilities, excluding above-ground tanks, booster pump stations and pump stations. Above-ground 

tanks, booster pump stations and pump stations were filed by Enbridge Pipelines in terms of barrels or horsepower, 

rather than as a physical count. 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
3
 

1 Engineering & Project Management 21,299 32,000 

2 Abandonment Preparation 115,648 115,700 

2b. Land Access and Clean up 
115,648 115,700 

2a. Pipeline Purging and Cleaning 

3 Pipeline Abandonment-in-Place 284,302 244,700 

3a. Basic Pipeline Abandonment-in-Place 
284,302 244,700 

3b. Provision for Post-Abandonment Activities 

4 Special Treatment 93,512 93,500 

4a. With Fill 86,612 86,600 

4b. Without Fill 6,900 6,900 

5 Pipeline Removal 9,222 223,900 

5a. Pipeline Removal and Backfilling 
9,222 223,900 

5b. Pipeline Removal – Land Restoration 

6 Above-Ground Facilities 201,144 201,200 

6a. Meter Manifolds 9,954 10,000 

6b.Valve Manifolds 7,300 7,300 

6c. Electrical Buildings 11,020 11,000 

6d. Maintenance buildings 9,000 9,000 

6e. Above Grade Tanks 53,963 54,000 

6f. Booster Pump Stations 10,712 10,700 

6g. Below Grad Sump Tank 754 800 

6h. Mainline Valve (Remote Control) 25,844 25,800 

6i. Mainline Valve (Manual Control) 15,624 15,600 

6j. Mainline Instrumentation Building 3,268 3,300 

6k. Pig Trap Assembly 9,328 9,300 

6l. Pump Station 44,377 44,400 

7 Contingency 54,538 82,500 

Total Cost 779,666 993,500 

3 These figures were provided by Enbridge Pipelines in response to a request made by the Board, during the course of the 

MH-001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per 

cent removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-

Cultivated” sub-categories. 
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Enbridge (NW) 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number 

of Above-

Ground 

Facilities
small medium large  

4
 

Agricultural 

Cultivated 
A 

--- 

A 

--- 

A 

--- 

Cultivated with Special Features 
R 

--- 

R 

--- 

R 

--- 

Non-Cultivated 
A 

--- 

A 

--- 

A 

--- 

Non-

Agricultural 

Existing Developed Lands 
A 

--- 

A 

--- 

A 

--- 

Prospective Future Development 
R 

--- 

R 

--- 

R 

--- 

R 

99 

No Future Development Anticipated 
A 

--- 

A 

--- 

A 

--- 

Other 

Environmentally Sensitive Areas 
A 

869 

A 

--- 

A 

--- 

Roads & Railways (#) 
A/A+ 

40 

A/A+ 

--- 

A/A+ 

--- 

Water Crossings (#) 
A 

2 

A 

--- 

A 

--- 

Other Crossings - Utilities (#) 
A 

--- 

A+ 

--- 

A+ 

--- 

4 Total number of facilities, excluding above-ground tanks, booster pump stations and pump stations. Above-ground 

tanks, booster pump stations and pump stations were filed by Enbridge (NW) in terms of barrels or horsepower, rather 

than as a physical count. 
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Estimated Costs
5

# Cost Category As filed in November 2011 ($000) 

1 Engineering & Project Management 623 

2 Abandonment Preparation 5,214 

2b. Land Access and Clean up 
5,214 

2a. Pipeline Purging and Cleaning 

3 Pipeline Abandonment-in-Place 14,620 

3a. Basic Pipeline Abandonment-in-Place 
14,620 

3b. Provision for Post-Abandonment Activities 

4 Special Treatment 327 

4a. With Fill 303 

4b. Without Fill 24 

5 Pipeline Removal 0 

5a. Pipeline Removal and Backfilling 
0 

5b. Pipeline Removal – Land Restoration 

6 Above-Ground Facilities 7,250 

6a. Meter Manifolds 316 

6b.Valve Manifolds 0 

6c. Electrical Buildings 0 

6d. Maintenance buildings 2,430 

6e. Above Grade Storage Tanks 0 

6f. Booster Pump Stations 0 

6g. Below Grad Sump Tank 156 

6h. Mainline Valve (Remote Control) 1,775 

6i. Mainline Valve (Manual Control) 1,848 

6j. Mainline Instrumentation Building 0 

6k. Pig Trap Assembly 528 

6l. Pump Station (3 Stations) 197 

7 Contingency 1,663 

Total Cost 29,697 

5 Enbridge (NW) does not have any medium or large pipe. 
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Kinder Morgan  

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

860.0 

--- 

--- 

--- 

--- 

Cultivated with Special Features 
A 

0.8 

--- 

--- 

--- 

--- 

Non-Cultivated 
A 

109.9 

--- 

--- 

--- 

--- 

Non-

Agricultural 

Existing Development  
A 

3.3 

--- 

--- 

--- 

--- 

Prospective Future Development  
A/R 

7.1 

--- 

--- 

--- 

--- 

R 

42 

Undeveloped  
A 

--- 

--- 

--- 

--- 

--- 

Other Environmentally Sensitive Areas 
A/A+ 

34.3 

--- 

--- 

--- 

--- 

Road, 

Railway & 

Utility 

Crossings  

Roads (#) 
A/A+

720 

--- 

--- 

--- 

--- 

Railways  (#) 
A/A+ 

37 

--- 

--- 

--- 

--- 

Major Utilities  (#) 
A 

809 

--- 

--- 

--- 

--- 

Watercourse 

Crossings 

Rivers  (#) 
A/A+ 

7 

--- 

--- 

--- 

--- 

Creeks  (#) 
A/A+ 

111 

--- 

--- 

--- 

--- 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 98 of 126



87

Estimated Costs
6
 

# Cost Category As filed in November 2011 ($000) 

1 Engineering & Project Management 396 

2 Abandonment Preparation 300 

2a. Land Access and Clean up 0 

2n. Pipeline Purging and Cleaning 300 

3 Pipeline Abandonment-in-Place 1,181 

3a. Basic Pipeline Abandonment-in-Place 0 

3b. Provision for Post-Abandonment Activities 1,181 

4 Special Treatment 150 

5 Pipeline Removal 0 

5a. Pipeline Removal and Backfilling 0 

5b. Pipeline Removal – Land Restoration 0 

6 Above-Ground Facilities 6,280 

6a. All Facilities 1,280 

6b. Portions Removed 5,000 

6c. Portions Left in Place 0 

7 Contingency 791 

Total Cost 9,100 

6 Kinder Morgan does not have any medium or large pipe. 
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Foothills 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

--- 

A 

--- 

A 

563.9 

Cultivated with Special Features  
R 

--- 

R 

--- 

R 

0.7 

Non-Cultivated 
A 

--- 

A 

--- 

A 

244.3 

Non-

Agricultural 

Existing Developed Lands 
A 

--- 

A 

--- 

A 

8.3 

Prospective Future Development  
R 

--- 

R 

--- 

R 

17.3 

R 

45 

No Future Development Anticipated  
A 

--- 

A 

--- 

A 

362.9 

Other 

Environmentally Sensitive Areas  
A 

--- 

A 

--- 

A 

32.0 

Public Paved Road & Railway  

Crossings 

A+ 

--- 

A+ 

--- 

A+ 

0.4 

Public Gravel Road Crossings 
A 

--- 

A+ 

--- 

A+ 

0.5 

Water Crossings 
A 

--- 

A 

--- 

A 

2.8 

Other Crossings - Utilities 
A 

--- 

A 

--- 

A 

0.7 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
7
 

1 Engineering & Project Management 1,851 4387 

2 Abandonment Preparation 

2a. Land Access and Clean up 1,544 1,544 

2b. Pipeline Purging and Cleaning 19,762 19,762 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline Abandonment-in-Place 3,820 2972 

3b. Provision for Post-Abandonment Activities 1,930 1,930 

4 Special Treatment 7,035 7,035 

5 Pipeline Removal 

5a. Pipeline Removal and Backfilling 3,736 39,505 

5b. Pipeline Removal – Land Restoration 1,116 6,972 

6 Above-Ground Facilities 

6a. All Facilities 57,325 57,325 

6b. Portions Removed incl. in 6a incl. in 6a 

6c. Portions Left in Place N/A N/A 

7 Contingency N/A N/A 

Total Cost 98,119 141,432 

7  These figures were provided by Foothills in response to a request made by the Board, during the course of the MH-001-

2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” sub-categories. 
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NGTL 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

4400.6 

A 

3019.9 

A 

2575.7 

Cultivated with Special Features  
R 

57.0 

R 

39.1 

R 

33.4 

Non-Cultivated 
A 

1185.5 

A 

813.5 

A 

693.9 

Non-

Agricultural 

Existing Developed Lands 
A 

36.6 

A 

25.1 

A 

21.4 

Prospective Future Development 
R 

17.1 

R 

11.7 

R 

10.0 

R 

1362 

No Future Development Anticipated 
A 

3532.2 

A 

2424.0 

A 

2067.4 

Other 

Environmentally Sensitive Areas  
A 

1311.6 

A 

900.1 

A 

767.7 

Public Paved Road & Railway  

Crossings 

A+ 

20.8 

A+ 

14.3 

A+ 

12.2 

Public Gravel Road Crossings 
A 

14.4 

A+ 

9.9 

A+ 

8.4 

Water Crossings 
A 

19.3 

A 

13.2 

A 

11.3 

Other Crossings - Utilities 
A 

82.4 

A 

56.5 

A 

48.2 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 102 of 126



91

Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
8
 

1 Engineering & Project Management 32,246 49,666 

2 Abandonment Preparation 

2a. Land Access and Clean up 25,214 25,214 

2b. Pipeline Purging and Cleaning 203,755 203,755 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline Abandonment-in-Place 95,114 91,729 

3b. Provision for Post-Abandonment Activities 37,600 37,600 

4 Special Treatment 284,045 284,045 

5 Pipeline Removal 

5a. Pipeline Removal and Backfilling 29,579 358,279 

5b. Pipeline Removal – Land Restoration 7,217 44,358 

6 Above-Ground Facilities 

6a. All Facilities 308,529 308,529 

6b. Portions Removed included in 6a included in 6a 

6c. Portions Left in Place N/A N/A 

7 Contingency N/A N/A 

Total Cost 1,023,300 1,403,175 

8  These figures were provided by NGTL in response to a request made by the Board, during the course of the MH-001-

2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” 

sub-categories. 
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TransCanada Keystone 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

--- 

A 

--- 

A 

974.6 

Cultivated with Special Features  
R 

--- 

R 

--- 

R 

11.0 

Non-Cultivated 
A 

--- 

A 

--- 

A 

176.6 

Non-

Agricultural 

Existing Developed Lands  
A 

--- 

A 

--- 

A 

9.3 

Prospective Future Development 
R 

--- 

R 

--- 

R 

10.4 

R 

88 

No Future Development Anticipated 
A 

--- 

A 

--- 

A 

5.4 

Other 

Environmentally Sensitive Areas 
A 

--- 

A 

--- 

A 

31.8 

Public Paved Road & Railway  

Crossings 

A+ 

--- 

A+ 

--- 

A+ 

2.8 

Public Gravel Road Crossings 
A 

--- 

A+ 

--- 

A+ 

7.4 

Water Crossings 
A 

--- 

A 

--- 

A 

3.4 

Other Crossings - Utilities 
A 

--- 

A 

--- 

A 

6.3 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
9
 

1 Engineering & Project Management 2,897 5,629 

2 Abandonment Preparation 

2a. Land Access and Clean up 722 722 

2b. Pipeline Purging and Cleaning 18,709 18,709 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline Abandonment-in-Place 4,164 3,392 

3b. Provision for Post-Abandonment Activities 4,200 4,200 

4 Special Treatment 27,606 27,606 

5 Pipeline Removal 

5a. Pipeline Removal and Backfilling 4,894 68,647 

5b. Pipeline Removal – Land Restoration 952 7,122 

6 Above-Ground Facilities 

6a. All Facilities 50,555 50,555 

6b. Portions Removed incl. in 6a incl. in 6a 

6c. Portions Left in Place N/A N/A 

7 Contingency N/A N/A 

Total Cost 114,699 186,582 

9 These figures were provided by TransCanada Keystone in response to a request made by the Board, during the course 

of the MH-001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 

per cent removal for large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” sub-

categories. 
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TransCanada PipeLines  

Physical Assumptions 

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

111.1 

A 

660.6 

A 

6181.8 

Cultivated with Special Features 
R 

3.8 

R 

22.5 

R 

210.3 

Non-Cultivated 
A 

9.0 

A 

53.4 

A 

499.7 

Non-

Agricultural 

Existing Developed Lands  
A 

14.6 

A 

86.5 

A 

809.4 

Prospective Future Development  
R 

8.6 

R 

51.4 

R 

480.8 

R 

383 

No Future Development Anticipated 
A 

66.4 

A 

394.5 

A 

3691.4 

Other 

Environmentally Sensitive Areas 
A 

6.9 

A 

41.0 

A 

383.6 

Public Paved Road & Railway  

Crossings

A+ 

1.0 

A+ 

6.1 

A+ 

57.3 

Public Gravel Road Crossings 
A 

1.2 

A+ 

6.9 

A+ 

64.9 

Water Crossings 
A 

1.1 

A 

6.5 

A 

60.9 

Other Crossings - Utilities 
A 

0.8 

A 

4.5 

A 

42.3 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
10

 

1 Engineering & Project Management 58,548 92,609 

2 Abandonment Preparation 

2a. Land Access and Clean up 36,494 36,494 

2b. Pipeline Purging and Cleaning 222,784 222,784 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline Abandonment-in-Place 90,993 67,193 

3b. Provision for Post-Abandonment Activities 21,333 21,333 

4 Special Treatment 567,347 567,347 

5 Pipeline Removal 

5a. Pipeline Removal and Backfilling 175,500 606,856 

5b. Pipeline Removal – Land Restoration 77,848 190,285 

6 Above-Ground Facilities 

6a. All Facilities 386,801 368,801 

6b. Portions Removed included in 6a included in 6a 

6c. Portions Left in Place N/A N/A 

7 Contingency N/A N/A 

Total Cost 1,637,648 2,191,702 

10 These figures were provided by TransCanada PipeLines in response to a request made by the Board, during the course 

of the MH-001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 

per cent removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-

Cultivated” sub-categories. 
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TQM 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

19.8 

A

273.0 

A 

23.3 

Cultivated with Special Features 
R 

0.5 

R 

6.4 

R 

0.5 

Non-Cultivated 
A 

--- 

A 

--- 

A 

--- 

Non-

Agricultural 

Existing Developed Lands 
A 

3.6 

A 

49.5 

A 

4.2 

Prospective Future Development  
R 

2.8 

R 

38.1 

R 

3.3 

R 

25 

No Future Development Anticipated  
A 

7.1 

A 

98.2 

A 

8.4 

Other 

Environmentally Sensitive Areas 
A 

0.6 

A 

7.7 

A 

0.7 

Public Paved Road & Railway  

Crossings  

A+ 

0.6 

A+ 

8.4 

A+ 

0.7 

Public Gravel Road Crossings 
A 

0.2 

A+ 

2.1 

A+ 

0.2 

Water Crossings  
A 

0.6 

A 

8.0 

A 

0.7 

Other Crossings – Utilities 
A 

0.2 

A 

2.9 

A 

0.2 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
11

 

1 Engineering & Project Management 2,824 3,895 

2 Abandonment Preparation 

2a. Land Access and Clean up 1,392 1,392 

2b. Pipeline Purging and Cleaning 6,470 6,470 

3 Pipeline Abandonment-in-Place 

3a. Basic Pipeline Abandonment-in-Place 1,619 1,614 

3b. Provision for Post-Abandonment Activities 970 970 

4 Special Treatment 30,388 30,388 

5 Pipeline Removal 

5a. Pipeline Removal and Backfilling 9,223 24,783 

5b. Pipeline Removal – Land Restoration 7,381 13,397 

6 Above-Ground Facilities 

6a. All Facilities 8,356 8,356 

6b. Portions Removed included in 6a included in 6a 

6c. Portions Left in Place N/A N/A 

7 Contingency N/A N/A 

Total Cost 68,623 91,265 

11 These figures were provided by TQM in response to a request made by the Board, during the course of the MH-001-

2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” 

sub-categories. 
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Trans Mountain 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

--- 

A 

84.2 

A 

3.6 

Cultivated with Special Features 
R 

--- 

R 

--- 

R 

--- 

Non-Cultivated 
A 

--- 

A 

101.1 

A 

--- 

Prospective Future Development 
R 

--- 

R 

8.4 

R 

--- 

Non-

Agricultural 

 

Existing Development 
A/A+ 

--- 

A/A+ 

98.8 

A/A+ 

20.3 

Undeveloped 
A 

--- 

A 

840.4 

A 

294.8 

Prospective Future Development  
R 

--- 

R 

30.6 

R 

0.8 

Other Land 

Features 

High Hazard Locations 
A/R 

--- 

A/R 

0.6 

A/R 

--- 

Special River Crossing 
A/R 

--- 

A/R 

3.0 

A/R 

0.6 

R 

116 

Timber Harvesting Areas 
A/R 

--- 

A/R 

0.4 

A/R 

0.2 

Environmentally Sensitive Areas 
A/R 

--- 

A/R 

--- 

A/R 

--- 

Road, 

Railway & 

Utility 

Crossings 

Roads (#) 
A+ A+ A+ 

Railways(#) 
A+ A+ A+ 

Major Utilities (#) 
A A+ A+ 

Watercourse 

Crossings 

Rivers (#) 
A/A+ A/A+ A/A+ 

Creeks (#) 
A/A+ A/A+ A/A+ 

Streams (#) 
A/A+ A/A+ A/A+ 

Wetlands (#) 
A/A+ A/A+ A/A+ 
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Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
12

 

1 Engineering & Project Management 28,850 33,304 

Project Management 14,620 17,200 

Engineering & Survey 2,300 2,668 

Field Management & Inspect 11,930 13,436 

2a Land Access and Clean Up 6,008 7,493 

Environment (Including Application Support) 5,280 6,577 

Land Access 0,728 917 

2b Pipeline Purging and Cleaning 19,116 19,116 

3a Pipeline Abandonment-in-Place 35,215 35,215 

Road Crossings 22,419 22,419 

Railway Crossings 1,629 1,629 

Utility Crossings 3,770 3,770 

River Crossings 2,725 2,725 

Creek Crossings 674 674 

Stream Crossings 171 171 

Wetland Crossings 3,827 3,827 

3b Provision for Post-Abandonment Activities 37,690 36,842 

4 Special Treatment 0 0 

5a Pipeline Removal and Backfilling 25,069 44,801 

Mobilization/Movers/Demobilization 1,358 1,414 

Removal 21,833 40,416 

Net Salvage -218 -399 

Restoration 2,096 3,371 

5b Pipeline Removal – Land Restoration incl in 5a incl in 5a 

6 Above-Ground Facilities 84,958 84,958 

Block Valve and Remote Traps 4,021 4,021 

Purging and Cleaning 8,843 8,843 

Pump Stations 13,614 13,614 

Terminals 45,515 45,515 

Contaminated Soil Allowance 12,965 12,965 

7 Contingency 48,037 53,571 

Insurance & Taxes 15,786 17,250 

Contingency 32,250 36,321 

Total Cost 284,943 315,300 

12 These figures were provided by Trans Mountain in response to a request made by the Board, during the course of the 

MH-001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per 

cent removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-

Cultivated” sub-categories. 
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Trans-Northern 

Physical Assumptions  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number 

of Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated 
A 

227 

A 

49 

A 

--- 

Cultivated with Special Features  
R 

--- 

R 

--- 

R 

--- 

Non-Cultivated 
A 

90 

A 

13 

A 

--- 

Non-

Agricultural 

Existing Developed Lands 
A 

160 

A 

52 

A 

--- 

Prospective Future Development  
R 

10 

R 

--- 

R 

--- 

R 

73 

No Future Development Anticipated  
A 

171 

A 

72 

A 

--- 

Other 

Environmentally Sensitive Areas 
A 

--- 

A 

--- 

A 

--- 

Roads (#) 
A+ 

322 

A+ 

106 

A+ 

--- 

Railways (#) 
A+ 

50 

A+ 

23 

A+ 

--- 

Water Crossings (#) 
A+ 

--- 

A+ 

--- 

A+ 

--- 

Other Crossings - Utilities (#) 
A 

--- 

A+ 

3 

A+ 

--- 

Appendix BCUC-KMJF 10.1 
NEB Reasons for Decision - MH-001-2012 - Abandonment Cost Estimates PDF p 112 of 126



 

101 

 

                                                    

Estimated Costs 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
13

 

1 Engineering & Project Management 2,169 2,221 

2 Abandonment Preparation 3,747 3,747 

 2a. Land Access and Clean up 3,747 3,747 

2b. Pipeline Purging and Cleaning Included in 2a Included in 2a 

3 Pipeline Abandonment-in-Place 32,481 31,613 

3a. Basic Pipeline Abandonment-in-Place 8,339 8,215 

3b. Provision for Post-Abandonment Activities 24,142 23,398 

4 Special Treatment 15,780 15,780 

5 Pipeline Removal 256 1,185 

5a. Pipeline Removal and Backfilling 256 1,185 

5b. Pipeline Removal – Land Restoration Included in 5a Included in 5a 

6 Above-Ground Facilities 15,245 15,471 

6a. All Facilities 15,245 15,471 

6b. Portions Removed Included in 6a Included in 6a 

6c. Portions Left in Place Nil Nil 

7 Contingency 6,506 6,661 

Total Cost 76,184 76,678 

      
13  These figures were provided by Trans-Northern in response to a request made by the Board, during the course of the 

MH-001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per 

cent removal for medium diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” sub-

categories. 
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Westcoast  

Physical Assumptions – Gathering and Processing 

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated  
A 

112 

A 

162 

A 

30 

Cultivated with Special Features  
R 

--- 

R 

--- 

R 

--- 

Non-Cultivated  
A 

23 

A 

23 

A 

6 

Non-

Agricultural 

Existing Developed Lands  
A 

1 

A 

12 

A 

31 

Prospective Future Development  
R 

--- 

R 

--- 

R 

5 

R/R+
14

 

521 

No Future Development Anticipated 
A 

1238 

A 

1465 

A 

17 

Other 

Environmentally Sensitive Areas  
A 

--- 

A 

--- 

A 

--- 

Road Crossings (#) 
A 

1186 

A+ 

1153 

A+ 

173 

Railway Crossings (#) 
A+ 

10 

A+ 

14 

A+ 

11 

Water Crossings (#) 
A A A 

2016 

Other Crossings - Utilities (#) 
A A+ A+ 

192 

14  Westcoast defined R+ as being partial or complete removal. 
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Estimated Costs – Gathering and Processing 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
15

 

1 Engineering & Project Management 24,800 26,100 

2 Abandonment Preparation 22,500 22,500 

3 Pipeline Abandonment-in-Place 39,800 39,600 

3a. Basic Pipeline Abandonment-in-Place 800 800 

3b. Provision for Post-Abandonment Activities 39,000 38,800 

4 Special Treatment 66,700 66,700 

5 Pipeline Removal 1,800 14,100 

6 Above-Ground Facilities 156,600 156,600 

7 Contingency 24,800 26,100 

Total Cost 337,000 
351,500 

15  These figures were provided by Westcoast in response to a request made by the Board, during the course of the MH-

001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” 

sub-categories. 
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Westcoast  

Physical Assumptions – Transmission  

Land-Use Categories 

Abandonment Method / Total km or # 

Pipelines (by diameter category) Number of 

Above-

Ground 

Facilities 
small medium large  

Agricultural 

Cultivated  
A 

48 

A 

32 

A 

394 

Cultivated with Special Features 
R 

--- 

R 

--- 

R 

10 

Non-Cultivated  
A 

7 

A 

9 

A 

133 

Non-

Agricultural 

Existing Developed Lands 
A 

1 

A 

2 

A 

99 

Prospective Future Development  
R 

--- 

R 

--- 

R 

60 

R/R+
16

 

468 

No Future Development Anticipated  
A 

117 

A 

63 

A 

1980 

Other 

Environmentally Sensitive Areas  
A 

--- 

A 

--- 

A 

--- 

Road Crossings (#) 
A 

66 

A+ 

71 

A+ 

3162 

Railway Crossings (#) 
A+ 

--- 

A+ 

2 

A+ 

68 

Water Crossings (#) 
A A A 

1707 

Other Crossings - Utilities (#) 
A A+ A+ 

1269 

16  Westcoast defined R+ as being partial or complete removal. 
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Estimated Costs - Transmission 

# Cost Category 

As filed in November 2011 

($000) 

As filed with 20% 

Removal ($000)
17

 

1 Engineering & Project Management 21,000 24,700 

2 Abandonment Preparation 10,300 10,300 

3 Pipeline Abandonment-in-Place 19,200 19,000 

3a. Basic Pipeline Abandonment-in-Place 800 700 

3b. Provision for Post-Abandonment Activities 18,400 18,200 

4 Special Treatment 109,500 109,500 

5 Pipeline Removal 23,300 60,200 

6 Above-Ground Facilities 66,600 66,600 

7 Contingency 21,000 24,700 

Total Cost 270,900 315,000 

17  These figures were provided by Westcoast in response to a request made by the Board, during the course of the MH-

001-2012 hearing, to provide recalculated cost estimates for a theoretical scenario with an assumption of 20 per cent 

removal for medium and large diameter pipeline in the “Agricultural Cultivated” and “Agricultural Non-Cultivated” 

sub-categories. 
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Appendix VII 

Key Rulings 

Westcoast request for exemption from set-aside and collection mechanism – letter dated 1 

June 2012 

Decision of the Board 

As mentioned above, the Board’s Action Plan, which contains the filing requirements that the 

above companies seek exemption from, is set out in the RH-2-2008 Reasons for Decision.  In 

addition to the two key principles noted by parties above, this decision also contains several 

comments that the Board finds relevant to these requests. 

The RH-2-2008 Reasons for Decision indicated that while a company must report on the funds 

set-aside to cover the abandonment-related liability, it is not obligated to collect these funds 

through tolls.  However, the pipeline company is responsible to demonstrate that the funds, 

whatever their source, are set aside in a manner consistent with the principles in the decision.   

Accordingly, with respect to Westcoast’s and AltaGas’ comments that they are not able to 

increase the tolls charged to account for abandonment costs, the Board is of the view that 

collection of funds through tolling is not the only methodology for accumulating abandonment 

costs.  These companies need not increase their tolls to demonstrate that the funds for 

abandonment will be set aside. 

Westcoast and AltaGas also submitted that their ability to compete with provincially-regulated 

pipelines would be impacted if they were required to set aside funds for abandonment.  The 

Board has considered this impact in light of the key principles and considerations set out in the 

RH-2-2008 Reasons for Decision.   In respect of Westcoast, the Board has also taken into 

account that, in its letter, Westcoast stated its intent to manage its costs and revenue to ensure 

funding.
31

 The Board is not persuaded that the competitive impacts described by either 

Westcoast or AltaGas are reason to back away from the objective of companies demonstrating 

that funds will be available when needed for future abandonment costs.   

The Board also notes that Westcoast indicated that it is and will remain Westcoast’s obligation to 

manage its costs and revenues to ensure that it has sufficient funds to pay the costs of retiring its 

gathering and processing facilities, when those costs need to be incurred.  The Board reiterates 

its view, as expressed in the RH-2-2008 Reasons for Decision, that the future costs of 

abandonment do not need to be fully funded immediately.  Instead, companies are expected to 

provide an orderly plan which demonstrates how future costs will be covered by set-aside funds 

as part of the filings. 

In the RH-2-2008 Reasons for Decision, the Board directed that funds for future abandonment 

costs be protected from creditors and be used only for abandonment.  The Board further 

3 In page 3 of its letter, Westcoast stated that it will need to recover future abandonment costs, together with all its other 

costs of providing service, from the toll revenue it collects from shippers through individual contract negotiations.   
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indicated that funds for future abandonment costs should not be commingled with other 

corporate funds.  In the Board’s view, these statements are particularly relevant to the comments 

in the requests made by FortisBC, which submitted that an exemption was warranted as its 

facilities are the responsibility, either directly or indirectly, of its affiliate, and Union Gas, which 

submitted that it has a parental guarantee when or if required.  Consistent with its comments in 

the RH-2-2008 Reasons for Decision, the Board is of the view that lands owned by a pipeline 

company or its affiliate should not be exempted from future requirements to undertake 

abandonment activities.  Regardless of the number of facilities located on these lands, any future 

abandonment activities associated with these lands carry costs that create a liability.   

The Board notes the comments made by AltaGas that it is recording liabilities under GAAP.  The 

Board further notes the comments of Union Gas, which stated that funds for future abandonment 

are being considered and collected through a depreciation study.  In the Board’s view, neither 

GAAP nor the collection of revenue through depreciation provide sufficient assurance that 

abandonment funds will be available when needed, unless the collected funds are set aside 

consistent with the principles of the RH-2-2008 Reasons for Decision. 

In the case of FortisBC and its request that it be exempted from setting up a trust fund, the Board 

notes that the Action Plan does not require a trust fund to be established.  Instead, the Action 

Plan requires the filing of a set-aside mechanism.  While a trust account may be an example of a 

set-aside mechanism, FortisBC is welcome to submit any alternative set-aside mechanism that 

would be more cost-effective.  The RH-2-2008 Reasons for Decision provided examples of other 

options, including the posting of bonds or letters of credit.    

Disposition 

Given all of the above, the Board denies the requests made by AltaGas, FortisBC, Union Gas and 

Westcoast.  AltaGas, FortisBC, Union Gas and Westcoast are directed to file the collection and 

set-aside mechanism by the date indicated in the Board’s Revised Action Plan.  

MPLA Motion – letter dated 9 August 2012 

1. MPLA request that the Board direct Enbridge to provide full and adequate responses 

to certain MPLA IRs 

The Board has stated in the past that when considering a motion to compel full and adequate 

responses to IRs, the Board looks at the relevance of the information sought, its significance and 

the reasonableness of the request.  The Board has further stated that it seeks to balance these 

factors so that the purposes of the IR process are satisfied, while preventing an Intervenor from 

engaging in a “fishing expedition” that could unfairly burden an applicant.  The Board has 

applied this test in reaching its decision on this portion of the MPLA Motion. 

 (a) IRs 1.7, 1.9 and 1.11 

MPLA IRs 1.7(a), 1.9(a) and 1.11(a) request Enbridge to provide calculations for its unit cost 

estimate for special treatment, pipeline removal and contingency cost estimates.  IRs 1.7(b), 

1.9(b) and 1.11(b) request details of Enbridge’s Dig Estimating Tool, Cost Estimating Tool and 

Contingency Estimating Tool.  IRs 1.7(c) and (d) request historical dig program costs and that 

the differences between the unit costs and the historical costs be explained.  Enbridge refused to 
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provide the information requested on the basis that the information is confidential and 

proprietary.  

The Board finds that calculations for the unit cost estimates and details of Enbridge’s estimating 

tools are relevant.  The Board also finds that details about Enbridge’s historical dig program 

costs are somewhat relevant, as these costs were used in estimating Enbridge’s unit cost estimate 

for special treatment.  Nevertheless, the Board does not find either the calculations or the details 

about Enbridge’s estimating tools to be significant.  Furthermore, the Board is not persuaded that 

the details requested by MPLA in respect of Enbridge’s historical dig program costs are 

significant.  Disclosure of this information is not necessary for the Board to determine whether 

Enbridge’s abandonment cost estimates, as filed, are reasonable.  The Board therefore denies 

MPLA’s request in regards to IRs 1.7, 1.9 and 1.11. 

 (b) IRs 1.14(a)-(b) and (d) 

MPLA IR 1.14(a) requested copies of each of the forms of easement agreement or other 

authorization by which Enbridge obtained land rights for all its pipelines.  In IR 1.14(b), MPLA 

asked whether the language in the agreements allows for the abandonment-in-place of a pipeline 

without ongoing maintenance.  Finally, IR 1.14(d) asked whether Enbridge agreed that it is 

practicable to remove a pipeline.  Enbridge provided forms of easement and right-of-way 

agreements applicable in Manitoba.  Enbridge also answered MPLA’s question about language 

in agreements only with reference to the MPLA/SAPL Settlement Agreement.  With respect to 

the question of whether Enbridge was of the view that it is practicable to remove a pipeline, 

Enbridge responded that it may be possible to remove a pipeline. 

The Board is not persuaded that all of Enbridge’s pipeline-specific easement or other 

authorizations are relevant to this proceeding.  In the Board’s view, the information contained in 

the form of agreements or authorizations that would have been provided by Enbridge in response 

to IR 1.4(a) is general in nature and will not help the Board assess Enbridge’s abandonment cost 

estimates.  Given the Board’s view regarding IR 1.14(a), the Board also finds that the request in 

IR 1.14(b) is not relevant and not significant.  In the Board’s view, the issue of what percentage 

of pipeline should be removed is relevant.  The Board notes that Enbridge’s application indicated 

that the language in all easement agreements allows for removal of the pipeline at Enbridge’s 

option.  The Board therefore denies MPLA’s request with respect to 1.14(a) and 1.14(b).   

With respect to the question posed in IR 1.14(d), the Board has determined that Enbridge has 

already responded to MPLA’s request in respect of this topic.  MPLA asked if Enbridge agreed 

that it is practicable to remove a pipeline.  Enbridge indicated that while it may be possible to 

remove a pipeline, removal of the pipeline is not the method supported by most current scientific 

studies and is not accepted industry practice.  Enbridge also referred to its application which 

describes its view as to why abandonment-in-place is acceptable.  Accordingly, the Board denies 

MPLA’s request with respect to IR 1.14(d) on the basis that the IR has already been answered.  

The Board notes that additional, more detailed follow up in respect of all relevant issues may be 

undertaken by all parties at the oral portion of the hearing.  
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 (c) IRs 1.15, 1.16, 1.20, 1.26, 1.28(a), (b) and (d) 

These IRs seek information from Enbridge regarding who will be responsible for post-

abandonment where Enbridge’s relationship to the pipeline and/or the landowner may have 

changed (for example, sale of the pipeline, release or surrender of the easement, bankruptcy).  

Enbridge did not respond to these information requests on the basis that the requests seek 

information that is not relevant to the MH-001-2012 proceeding. 

The MH-001-2012 proceeding deals with the abandonment cost estimates of pipelines currently 
2

owned by Enbridge.
1

In contrast, the IRs posed by MPLA deal largely with legal issues related 

to responsibility, Enbridge’s ability to transfer pipelines post-abandonment and the applicability 

of the National Energy Board Act after abandonment.  The Board agrees with Enbridge that the 

answers to these questions are not necessary for the Board to make a decision as to whether 

Enbridge’s cost estimates, as filed, are reasonable.  The Board therefore finds that, with the 

exception of the IRs set out below, the questions posed in the IRs are only marginally relevant 

and not significant.  The Board denies MPLA’s request in respect of IRs 1.15, 1.16(b), 1.20, 

1.26, 1.28(a) and 1.28(d). 

MPLA IR 1.16(a) requests Enbridge to describe how its abandonment cost estimates address the 

issue of responsibility for contamination discovered after abandonment.  The Board finds the 

post-abandonment cost estimated by Enbridge for contamination to be relevant and significant.  

Therefore, Enbridge is directed to respond to IR 1.16(a). 

MPLA IR 1.28(b) relates to the manner in which Enbridge’s cost estimate provides for post-

abandonment damage to farm equipment.  The Board finds this issue relevant and significant, as 

it relates to the question of whether post-abandonment funding should be available for such 

damages.  The Board notes that Enbridge has provided a response to this IR.  However, Enbridge 

has not directly indicated whether its cost estimate addresses such damages and why or why not.  

Accordingly, Enbridge is directed to provide further response to IR 1.28(b). 

As indicated above, many of the questions posed by MPLA relate to the question of whether 

landowners have legal responsibility over an abandoned pipeline.  In this regard, the Board 

reiterates one of the key principles articulated in the RH-2-2008 Reasons for Decision, that 

landowners will not be liable for costs of pipeline abandonment. Consistent with this principle, 

the Board directed companies to comply with the Board’s Action Plan, which included the filing 

of abandonment cost estimates and the Board’s assessment of these estimates, which is being 

carried out in the MH-001-2012 proceeding. 

With regard to the issue of post-abandonment jurisdiction over pipelines and NEB consultation 

on this issue, the Board released an advisory letter on 2 February 2009 clarifying the Board’s 

jurisdiction post-abandonment.  In that letter, the Board indicated that once all NEB-ordered 

conditions are met, NEB jurisdiction ends and the NEB will no longer oversee and regulate the 

abandoned pipeline or facility.  However, the money set aside for abandonment must include 

financial provision for monitoring and any unforeseen events which occur after the NEB 

jurisdiction ends.  The issue of post-abandonment jurisdiction is further being dealt with in 

Stream 4 of the Land Matters Consultation Initiative, with the involvement of landowners, other 

1  In addition to Enbridge, the MH-001-2012 proceeding also deals with the abandonment cost estimates of all Group 1 

companies which have not used the Base Case in their assessment. 
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jurisdictions, industry and NEB staff.  In addition, the Land Matters Working Group oversees 

studies on gaps in knowledge on physical pipeline abandonment issues.   

(d) IR 1.24(b) 

The MPLA IR asked Enbridge whether it would recommend removal of a pipeline where it 

would interfere with the installation of tile drainage.  Enbridge responded that landowner input 

will be included and considered in the site specific assessment at the actual time of abandonment. 

In the Board’s view, Enbridge has already provided a response to the question.  Therefore, the 

Board denies MPLA’s request in respect of IR 1.24(b).  The Board notes that additional, more 

detailed follow up in respect of all relevant issues may be undertaken by all parties at the oral 

portion of the hearing.   

2. MPLA request that the Board direct Enbridge to provide responses to additional 

information requests arising from Enbridge’s response to MPLA IR 1.4(a) 

In its Motion, MPLA requested leave to file additional IRs to Enbridge regarding a 72 kilometre 

section of Line 13 (Follow-up IRs).  In its application, Enbridge had incorrectly identified this 

section of pipe as having been deactivated.  However, in its response to MPLA IR 1.4(a), 

Enbridge acknowledged that it had erroneously included this section Line 13 in its list of 

deactivated pipelines included in its application.  Enbridge further indicated that this section had 

in fact been abandoned pursuant to NEB Orders MO-21-75 and MO-22-75.  MPLA submitted 

that if the correct information had been provided by Enbridge in its application, MPLA would 

have filed additional IRs on 1 June 2012.   

In its reply submissions, MPLA stated that NEB Orders MO-21-75 and MO-22-75 make 

reference to certain submissions and affidavits provided to the NEB in 1975.  To the extent these 

submissions and affidavits are not already covered by the MPLA Motion, MPLA also requested 

that the NEB compel Enbridge to produce these documents.   

MPLA has requested the opportunity to ask Enbridge further IRs.  This request has come after 

the 1 June 2012 deadline set by the Board for IRs to the applicants. When considering late 

requests for IRs, the Board takes into account a variety of factors, including whether the 

requesting party has persuaded the Board that the requests are relevant, the extent of prejudice 

resulting to any party to the proceeding and whether there is a justification for the late request.  

The Board has considered these factors in making its decision on this part of the Motion.  

The Board recognizes the error in Enbridge’s application regarding the 72 kilometre section of 

Line 13.  The Board therefore accepts MPLA’s submission that they would have filed the 

Follow-Up IRs on 1 June 2012 had they been aware that the Line 13 section was abandoned.  

Accordingly the Board has determined that MPLA’s late request is justified. 

With respect to prejudice, the Board notes that the oral portion of the hearing will commence on 

30 October 2012, and that therefore, there is some flexibility to alter the filing deadlines prior to 

the oral portion of the hearing.  Therefore, the Board has determined that parties will suffer 

minimal prejudice if the Board were to allow MPLA to ask additional IRs. 
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In the Board’s view, Follow-Up IRs 2.1(g)-(i), (k), (m)-(p) and (u) relate to Enbridge’s 

experience with post-abandonment issues and costs.  Historical information related to experience 

with the post-abandonment costs is useful to the Board in its assessment of companies’ 

abandonment cost estimates. The Board therefore finds Follow-Up IRs 2.1(g)-(i), (k), (m)-(p) 

and (u) to have probative value. 

The Board is further of the view that the information to be provided in response to these Follow-

up IRs may take some time for Enbridge to retrieve.  Accordingly, these questions are more 

appropriately asked as IRs rather than during the course of the oral portion of the hearing. 

However, the Board finds that the other Follow-Up IRs, as well as the request for information set 

out in MPLA’s reply submission, are of minimal relevance and no probative value.  In the 

Board’s view, the majority of the Follow-Up IRs do not relate to Enbridge’s experience with 

post-abandonment activities.  For example, Follow-up IRs 2.1(a)-(e) are very specific to the 

regulatory process associated with taking Line 13 out of service.  Follow-up IRs 2.1(f) and (l) are 

related to the easements on Line 13.  IR’s 2.1(q)-(t) relate to specific details of the physical 

activities related to taking Line 13 out of service.  Given the above, the Board denies MPLA’s 

request in respect of Follow-Up IRs 2.1(a)-(f), (j), (l) and (q)-(t) as well as the request contained 

in MPLA’s reply submission. 

Given all of the above, the Board directs Enbridge to respond to MPLA’s Follow-Up IRs 2.1(g)-

(i), (k), (m)-(p) and (u).  The Board also directs Enbridge to provide the technical specifications 

of the abandoned section of Line 13, including but not limited to wall thickness and depth of 

cover, to the extent that these specifications would help inform Enbridge’s responses. 

3. MPLA request that the Board amend the MH-001-2012 Hearing Order to extend the 

time for filing of Intervenor Written Evidence by two weeks to 10 August 2012 

As previously stated, on 25 July 2012, the Board extended the deadline for Intervenor Written 

Evidence. 

However, given the Board’s decision on the MPLA Motion, the Board has decided to alter the 

deadlines in the MH-001-2012 process as follows: 

Responses to MPLA Information Requests filed 

(Enbridge) 

22 August 2012 

Written Evidence of Intervenors 29 August 2012 

Information Requests to all Intervenors filed 5 September 2012 

Intervenor Responses to Information Requests filed 21 September 2012 

Applicants Reply Evidence 12 October 2012 
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Clarification of Procedural Update (in response to Review and Variance application by 

Enbridge Pipelines, Alliance and Kinder Morgan) – letter dated 23 October 2012 

The Board welcomes this opportunity to provide clarification in respect of its Procedural Update. 

In the RH-2-2008 Reasons for Decision, the Board committed to assessing the abandonment cost 

estimate (ACE) filings, in addition to all other filings made by regulated companies, in light of 

the principles and considerations set out in that decision, as well as the requirements set out in 

the NEB Act.  The RH-2-2008 Reasons for Decision stated that access to accumulated funds 

should generally not be permitted for decommissioning or deactivation of facilities, unless the 

Board authorizes the access on the facts of a particular case before it. 

Considering that the RH-2-2008 Reasons for Decision left open the possibility of companies 

accessing funds for decommissioning and deactivation of facilities if authorized by the Board, it 

follows that a company’s ACE may include such costs.  The Board therefore clarifies that it is 

considering all the ACE filed by the Group 1 company applicants, which may include estimates 

of decommissioning activities to the extent that these costs are included in company applications.  

This is consistent with the RH-2-2008 Reasons for Decision. 

Accordingly, portions of the Procedural Update which limit the Board’s consideration to 

abandonment costs should be interpreted broadly to include any cost accounted for in a 

company’s application.  Similarly, any reference in the Procedural Update to companies’ ability 

to draw on funds to finance decommissioning should be read in a manner that is consistent with 

the RH-2-2008 Reasons for Decision.  For greater certainty, access to accumulated funds should 

generally not be permitted for decommissioning or deactivation of facilities, unless the Board 

authorizes the access on the facts of a particular case before it.   

The Board notes that although it is considering all companies’ ACE as filed, its consideration of 

these costs does not mean that the Board is considering the merits of any particular deactivation, 

decommissioning or abandonment project.  These projects are dealt with on a case-specific basis.   

Accessing Funds 

The Board’s above confirmation should not be interpreted to suggest that the Board is, at this 

time, approving general access to funds for any particular project or group of projects.  

Consistent with the RH-2-2008 Reasons for Decision, the Board will consider the issue of access 

to funds as part of its assessment of companies’ set-aside mechanism.  The Board stated in the 

RH-2-2008 Reasons for Decision that the process for accessing the funds must be clearly set out 

in the set-aside mechanism filed by companies.
1

Accordingly, the Board will not consider the manner in which funds can be accessed in the    

MH-001-2012 proceeding.   

1  The Board’s revised Action Plan requires Group 1 companies to develop and file, for approval, a proposed process and 

mechanism to set aside funds by no later than 28 February 2013.  Group 2 companies must file by no later than 31 May 

2013. 
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Conclusion 

The Board notes that the Applicants sought relief through a review and variance of the 

RH-2-2008 Reasons for Decision and the Procedural Update, or, in the alternative, through 

corrections to the Procedural Update.  In the Board’s view, given the above clarification to the 

Procedural Update, there is no reason to further address the application as filed.   

Should the Applicants or any other party continue to have unresolved concerns in respect of the 

Board’s comments in RH-2-2008 Reasons for Decision on access to funds for the purposes of 

decommissioning or deactivation, they may file a revised application setting out these concerns 

as well as all relevant legal argument. 

Objection by MPLA to TCPL Opening Statement 

5230. THE CHAIRMAN:  Mr. Ignasiak, before we proceed, we do have a ruling on Mr. 

Goudy's objection to part of the Opening Statement.  

5231. The Board is of the view that the information about cathodic protection which was 

provided last Friday in the Opening Statement of the TransCanada Group of Companies 

is sufficient at this time.  

5232. To the extent that other participants in this hearing have further questions in the area of 

cathodic protection, the TransCanada witnesses would have an opportunity to further 

elaborate under cross-examination.  

5233. Therefore, our intention is to leave the record as it currently stands, but subject to any 

other portions of the Opening Statement related to topics which form part of the 

application of the TransCanada Group of Companies, we will proceed to cross-

examination of the witness panel. 

Motion by Mr. Core to strike the CEPA report from the record 

THE CHAIRMAN:  Mr. Core, the Board has decided to deny your motion to strike the 

CEPA report from the record.  In determining whether to allow or disallow evidence, the 

Board's overriding consideration is to have a complete record on which to base its 

decision.  

4003. In this hearing, the Board is considering the reasonableness of the cost estimates as filed.  

Companies have proposed cost estimates and in many cases cited the CEPA report in 

support of those cost estimates.  One applicant has filed the report as an exhibit.    

4004. As a result, the Board is of the view that the CEPA report is directly relevant to this 

proceeding and therefore should not be struck from the record.  

4005. Now, the Board notes what Mr. Core has pointed out, the record is a draft and that its 

authors are not subject to cross-examination in this hearing.  And as per the disclaimer in 

the front, companies are relying on the report at their own risk.    

4006. Parties can rest assured that as part of its decision that, as with any piece of evidence, the 

Board considers the appropriate weight which it should place on this report.  

4007. Thank you. 
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Ruling on TCPL Filing 

7162. THE CHAIRMAN:  Okay, thank you.  We promised you a ruling this afternoon.   

7163. In this proceeding, the Board is considering the reasonableness of each company’s cost 

estimates.  This includes the reasonableness of each company’s assumptions regarding 

the proposed abandonment methods, the scope and rationale for each abandonment 

activity and the approach to estimation.  

7164. Each company was given the choice of either using the Boards Base Case or using their 

own abandonment cost estimates.  The companies that chose to use their own cost 

estimates, as the TransCanada group has chosen to do, must justify their departure from 

the Base Case.    

7165. The Board remains of the opinion that our original request will help us in assessing the 

reasonableness of TransCanada’s Application.  Therefore, we direct the TransCanada 

group of companies to file the documents as we requested.  

7166. To be clear, one table should include 10 percent, 20 percent and 30 percent on 

agricultural cultivated lands.  The second table should include 10 percent, 20 percent and 

30 percent on agricultural cultivated combined with agricultural non-cultivated lands and 

I believe, if more direction is needed, you will find it in the transcripts as to what we 

requested.  

7167. MR. IGNASIAK:  Im not -- Mr. Chairman, I think the specific direction we would 

require is whether you require us to use the exact same sub-categories as have been used 

in tables by the other companies.  That's really the issue.  

7168. THE CHAIRMAN:  That is correct. 
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File ADV-PE-LandMC 04 
4 March 2010 

To: All pipeline companies regulated under the National Energy Board Act (NEB Act)  
All Parties to RH-2-2008 and Participants to Technical Conference 

RH-2-2008 Reasons for Decision  
LMCI Stream 3, Pipeline Abandonment – Financial Issues 
Technical Conference 
Revisions to Preliminary Base Case Assumptions  

On 26 May 2009, the National Energy Board (the Board or NEB) issued its RH-2-2008 Reasons 
for Decision that, among other things, established a set of Preliminary Base Case assumptions to 
facilitate the filing of preliminary estimates of future abandonment costs.  In the decision, the 
Board indicated that it would hold a technical conference in November 2009 to discuss and, if 
necessary, issue a revised set of assumptions in February 2010.   

On 17 November 2009, the Board held the technical conference and on 7 December 2009, the 
Board issued a Conference Report summarizing the discussion at the conference. 

Having considered all information provided by technical conference participants, the Board has 
revised certain Base Case assumptions.  The Board notes that the process for establishing the 
amount needed for abandonment purposes is an iterative one, and in many cases, the Board and 
companies are forging new ground.  Even though there is not sufficient information before the 
Board to support publishing estimated cost factors for abandoning pipelines and facilities, the 
Board sees value in stakeholders continuing to work toward industry values for unit costs with 
Board staff.  Accordingly, the Board will be communicating with stakeholders on a further 
process to develop specific estimates for Base Case unit cost factors. 

Notwithstanding the outcomes of any further process, the Board expects all pipeline companies 
regulated under the NEB Act to comply with the deadlines for filings set out in the RH-2-2008 
Decision.  For ease of reference, certain filing deadlines are provided below.  Pipeline companies 
should refer to the RH-2-2008 Decision for the full details of the Board’s expectations and 
requirements. 

…/2 
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Information To Be Filed Filing Date 
Group 1  Group 2  

An estimate of abandonment costs and the amount of funds 
required to be set aside for abandonment  

31 May 2011 30 Nov 2011 

A proposal for the collection of abandonment funds  
(Group 1 and Group 2 companies that charge tolls) 

30 Nov 2012 30 Nov 2012 

A proposed process and mechanism to set aside 
abandonment funds 

30 Nov 2012 31 May 2013 

 
Yours truly, 
 
 
 
 
 
Anne-Marie Erickson 
Acting Secretary of the Board 
 
 
Attachment
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National Energy Board  
Revision to Preliminary Base Case Assumptions set out in  

the RH-2-2008 Reasons for Decision 
 
1.  Background 

On 26 May 2009, the National Energy Board (the Board or NEB) issued its RH-2-2008 Reasons 
for Decision that, among other things, established a set of preliminary Base Case assumptions to 
facilitate the filing of preliminary estimates of future abandonment costs, proposals to collect 
abandonment funds and proposed process and mechanisms to set aside abandonment funds.  The 
components of the preliminary Base Case assumptions are: 

• Inflation Rate; 
• Method of Abandonment; 
• Estimated Salvage Value; 
• Abandonment Cost Information;  
• Economic Life; and 
• Return on Funds Collected.  

In the RH-2-2008 Decision, the Board indicated that it would hold a technical conference in 
November 2009 to discuss and, if necessary, revise the Base Case assumptions.  The technical 
conference was subsequently scheduled for 17 November 2009.  On 22 September 2009, the 
Board issued a letter containing the procedures for the conference.  Due to the technical nature of 
the material to be discussed and in order to maximize the productivity of the discussion at the 
technical conference, the Board requested that conference participants wishing to propose 
refinements to the Base Case assumptions file written submissions in advance of the conference.   

Written submissions were filed by Alliance Pipeline Ltd. (Alliance), Enbridge Pipelines Inc. 
(Enbridge), Imperial Oil Resources (Imperial), Kinder Morgan Canada Inc. (KM Canada), 
Kinder Morgan Cochin ULC (KM Cochin), TransCanada PipeLines Limited (TransCanada), 
Westcoast Energy Inc., carrying on business as Spectra Energy Transmission (Westcoast) and 
L’Union des producteurs agricoles (UPA). 

Following the technical conference, the Board issued a draft Conference Report for comment and 
allowed participants to file reply comments.  The Board also invited participants to provide their 
suggestions regarding cost categorizations that might be expected to account for major 
proportions of total abandonment costs.  Reply submissions were filed by Alliance, BP Canada 
Energy Company, Enbridge, KM Canada, TransCanada, Westcoast and UPA. 

On 17 December 2009, the Board issued a letter to conference participants seeking further 
information on abandonment unit cost information.  Responses were filed on 18 January 2010 by 
Alliance, Enbridge, KM Canada, TransCanada, Westcoast and UPA. 
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This report discusses the views of participants and the Board on each of the above six general 
components of the Base Case, as well as the following two topics raised by participants: 

• Frequency and scope of review of the Base Case assumptions; and 
• Potential filing guidance. 

The Board considers this decision as one more step in the ongoing work among industry, 
stakeholders and the Board to ensure funds are available when abandonment activities occur.  
The Board expects that the process for ensuring funds are available, and the information upon 
which the process depends, will continue to evolve, through and beyond the timeframe for the 
Action Plan (May 2009-May 2014) set out in the RH-2-2008 Decision.   

The Board stated a number of principles in the RH-2-2008 Decision.  All of these principles 
remain relevant; however, the Board wishes to emphasize two of the principles: 

• Pipeline companies are ultimately responsible for the full costs of constructing, operating 
and abandoning their pipelines, and the Board will hold the regulated company 
responsible for these costs; and 

• Landowners will not be liable for costs of pipeline abandonment. 

In light of these principles, the Board re-iterates that, while the Base Case is provided to 
companies to assist them in preparing a cost estimate, ultimately pipeline companies will be 
responsible for paying for abandonment activities, and therefore for ensuring that appropriate 
funds are estimated, collected and set aside for such purposes. 

As indicated in the RH-2-2008 Decision, pipeline companies that do not wish to rely on the Base 
Case assumptions may prepare and file their estimates of abandonment costs according to their 
own pipeline-specific case.  Discussion and supporting evidence should accompany any 
assumptions the company uses that differ from the Base Case assumptions.  As noted at the 
technical conference, pipeline companies that do not use the Base Case assumptions do not have 
to prove that their use is inappropriate. 

In addition, the Board reminds companies and other stakeholders that the Base Case assumptions 
are provided for use in developing preliminary estimates of abandonment costs; they do not 
prescribe the ultimate method of physical abandonment that may be undertaken by a company 
nor do they fetter the Board’s discretion in terms of its assessment of the appropriate method of 
abandonment in a specific application. 
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2.  Inflation Rate 

In the RH-2-2008 Decision, the Board had set an inflation rate expectation of two per cent per 
year.  

Views of Participants 

Alliance stated that cost assumptions should be standardized in a year, but indicated it would use 
whatever year in which it submits its costs.  For economy-wide inflation, Alliance recommended 
use of the Consumer Price Index. 

Enbridge recommended presenting cost assumptions in real, likely 2010, dollars, and that an 
industry-specific inflation rate assumption is not necessary given its context. 

KM Cochin and KM Canada recommended the use of the Bank of Canada inflation target.  
Additionally, KM Canada suggested that a labour-based index would be appropriate for cost 
increases of abandonment activities as labour will be the primary component of abandonment 
costs.  KM Canada submitted that it believes including inflation is appropriate in estimating 
costs; however, if inflation is not included, adjustments would be required to the return on funds 
collected. 

TransCanada proposed applying the Bank of Canada’s estimate of future inflation rate rather 
than the fixed two per cent rate proposed in the preliminary Base Case assumptions.  It stated 
that the rate used should be enduring into the future, therefore both past and forecasted or current 
information should be considered. 

Westcoast suggested the two per cent rate is a reasonable starting point. 

Imperial suggested a zero per cent inflation rate as periodic reviews of other assumptions will 
make inflation of lesser importance.  TransCanada expressed concerns that a zero per cent 
inflation rate could result in intergenerational inequities, although the Canadian Association of 
Petroleum Producers (CAPP) disagreed with this concern.  UPA submitted that a zero per cent 
inflation rate could be hazardous for the following reasons: 

• The length of reassessment period has not yet been determined; 
• Even if the costs are essentially reassessed at the start of each period, there will still be 

inflation throughout the period; 
• The longer the reassessment period, the more the costs will increase without inflation 

being taken into account; and 
• Including inflation could avoid transferring costs to another generation. 

UPA stated that industry-specific inflation could differ from economy-wide inflation.  UPA 
recommended the formation of a committee to determine which inflation index is the most 
appropriate for abandonment funding estimates.   
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Generally, submitters commented that it would be better to rely on the Bank of Canada inflation 
target than on a “hard-coded” number, such as two per cent.  All participants noted that regular 
revisions would be important to properly calculate cost escalation.   

Views of the Board 

The preliminary value of two per cent set in the RH-2-2008 Decision did 
not distinguish between general inflation that has some bearing on 
potential returns from funds invested, and industry-specific inflation used 
to adjust costs to a future year.  Most participants appeared to be 
referencing general inflation.  In the Board’s view, there may be a role for 
two types of inflation assumptions: an industry-specific inflation for cost 
escalation and a general economy-wide inflation.  However, at this time, 
the same value can be used for each type of inflation.   

The Board currently sees value in relying on the Bank of Canada’s 
inflation target to establish the long-term inflation to be used in the Base 
Case.  To the extent that the Bank of Canada inflation target continues to 
meet the Board’s needs as an external benchmark, the Board will continue 
to give considerable weight to it in setting the inflation component of the 
Base Case.  The Board will revise the inflation estimate when warranted, 
as discussed later in this report.   

For the Base Case, the Board has determined that the current inflation 
target set by the Bank of Canada of two per cent per year for expected 
long-term, inflation is appropriate.  The Board notes that actual inflation 
may fall below or rise above two per cent in the short-term, but would be 
expected to trend towards two per cent over the long-term.   

3.  Method of Abandonment 

The RH-2-2008 Decision included a table, Table 4-3, containing preliminary assumptions on the 
method of abandonment based on pipeline diameter and land use.  These preliminary 
assumptions were provided to start discussion regarding the Base Case assumptions and as an aid 
for companies to use in preparing preliminary cost estimates.  The Table is set out below for ease 
of reference. 

Land Use Pipeline Diameter 
Less than or equal to 203 mm (8”) Greater than 203 mm (8”) 

Agricultural Crop Assume 90% abandoned in place 
with no maintenance; 10% removed 

Assume 80% abandoned in 
place with perpetual 
maintenance; 20% removed 

 Pasture Assume 90% abandoned in place 
with no maintenance; 10% removed 

Assume 80% abandoned in 
place with perpetual 
maintenance; 20% removed 

All Other  Assume 100% abandoned in place; 50% with perpetual maintenance, 
50% with no maintenance 
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Views of Participants 

Generally, industry participants preferred Table 1 from the Draft Canadian Energy Pipeline 
Association Report dated September 2006-April 2007 on “Pipeline Abandonment Assumptions” 
(CEPA Report) over Table 4-3 from the RH-2-2008 Decision.  Various reasons were cited for 
this preference, including: 

• It represents the most up-to-date thinking on the issue of pipeline abandonment 
methodologies; 

• It can be reviewed and changed over time as a result of LMCI Stream 4; and 
• It provides a set of method of abandonment assumptions that do not presume any fixed 

percentage of pipe abandoned in place versus pipe removed and thus allows pipeline 
companies to reflect the unique circumstances each pipeline faces.   

CEPA stated that it is working with the NEB to involve other stakeholders such as landowners in 
addressing the knowledge gaps in the field of pipeline abandonment. 

Enbridge disagreed with the method of abandonment assumptions reflected in Table 4-3 from the 
RH-2-2008 Decision.  It stated that the assumptions are arbitrary, disregard the analysis and 
research that has been undertaken by the industry to date (for example, in the CEPA Report), and 
fail to adequately reflect the complexity of the factors that would determine the abandonment 
methods that would be applied in particular circumstances.   

UPA stated that it prefers Table 4-3 from the RH-2-2008 Decision over the CEPA Table 1; 
however, if the NEB opts to use the CEPA Table 1, the data in the table should not constitute a 
fixed Base Case.  UPA noted that is does not agree with the data contained in the CEPA Table 1, 
particularly leaving pipelines in agriculture and forestry land on a virtually systematic basis, 
without monitoring them in perpetuity. 

UPA stated that as an alternative to perpetual maintenance, all pipe could be removed from the 
ground.  Alliance contended that full removal of pipe would be incredibly expensive.  
TransCanada submitted that removal of pipeline could be damaging to the environment.  

Perpetual Maintenance 

KM Canada noted the lack of definition for the perpetual maintenance concept in Table 4-3 of 
the RH-2-2008 Decision and suggested changing the term to “Post Abandonment Remediation 
Provision”.  KM Canada submitted that it would like to see more of an insurance approach 
instead, to allow for access to funds in the future if there are problems.   

TransCanada stated that the notion of perpetual maintenance of pipelines abandoned-in-place 
also presents difficult practical challenges.  TransCanada stated that it recognizes that there is a 
need to ensure that there are provisions in place to deal with potential complications in the 
future.  However, rather than dealing with the concept of perpetual maintenance, it may be more 
appropriate to recognize that potential post-abandonment activities may be required for a 
pipeline abandoned-in-place once it has been taken out of service.  TransCanada suggested that 
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the development of a post-abandonment plan, and the funds required to be set aside for that plan, 
could be dealt with following the conclusion of the LMCI Stream 4 process1.   

CAPP expressed concern that perpetual maintenance could mean infinite funding for shippers. 

UPA stated that, without maintenance or monitoring, future problems would be hard to identify.  
It expressed concerns about the apparent absence of plans for pipelines located in forestry lands.  
In the absence of full removal of pipes, UPA asked the NEB to include, in its conditions for 
abandonment, an appropriate level of perpetual maintenance (to be determined) for all pipelines 
on agricultural and forested lands.  To ensure pipelines do not come to the surface during the 
freeze/thaw cycle, possibly causing machinery damage, UPA recommended building all new 
pipelines beneath the frost line. 

UPA cited, as applicable to pipeline abandonment, the precautionary principle from Quebec’s 
Sustainable Development Act, which states: “When there are threats of serious or irreversible 
damage, lack of full scientific certainty must not be used as a reason for postponing the adoption 
of effective measures to prevent environmental degradation.” 

Above-Ground Facilities and Company-Owned Land 

KM Canada recommended excluding above-ground facilities that are on company-owned land 
from the initial preliminary cost estimate.  It submitted that additional work is required to 
determine the company-specific obligations for above-ground facilities.  As the Base Case 
assumptions are intended to be useful for a wide range of pipelines, KM Canada suggested that 
the time is not right for introducing this specific item as part of the Base Case assumptions.   

TransCanada’s view was that above-ground facilities should be included in the preliminary cost 
estimates. 

Views of the Board 

The Board recognizes that Table 1 in the CEPA Draft Report represents 
the pipeline industry’s most up-to-date information available on 
abandonment methods and agrees that it provides a better framework for 
purposes of estimating abandonment costs than Table 4-3 from the RH-2-
2008 Decision.  Table A-1 in Appendix A of this Decision provides a 
framework by category of land-use and pipe diameter.  It is reasonable to 
expect that land-use identification is probably the first step in developing 
preliminary estimates. 

As for entries within the cells of Table 1, the Board notes that the 
disclaimer at the beginning of the CEPA Report states that it was prepared 
by a working group of CEPA and that the working group included 
representatives of CEPA member companies.  While CEPA stated that it is 

                                                           
1  The LMCI Stream 4 process dealt with the physical aspects of abandonment.  An action item coming out of that 

process was that a multi-stakeholder committee will be established to identify and potentially address knowledge gaps 
relating to physical abandonment. 
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working to involve other stakeholders, at the time Table 1 was published, 
landowners and other stakeholders may not have been involved in the 
development of Table 1 in the CEPA Report.  As a result, the Board has 
retained some aspects from Table 4-3 in the RH-2-2008 Decision, and has 
applied these aspects to the refined framework which is based in-part on 
Table 1.  In particular, for Base Case cost estimating purposes for the 
categories “Agricultural, Cultivated”, “Agricultural, Non-Cultivated”, and 
“Non-Agricultural, No Future Development Anticipated”, the Board has 
provided an assumption of 80 per cent of pipeline to be abandoned in 
place and 20 per cent to be removed.  This is reflected in Table A-2 in 
Appendix A.  The pipeline diameter categories are slightly different than 
those in Table 4-3 of RH-2-2008.  The Board has applied the A:80 (R:20) 
assumptions to all pipe diameters for those three land uses for reasons of 
simplicity and conservatism. 

The Board notes UPA’s comments that the entries in the table should not 
be set in stone and UPA’s willingness to participate in discussions on the 
entries to this table on a go-forward basis.  The Board encourages industry 
to consult with landowners and other interested stakeholders regarding 
modifications to Tables A-1 and A-2 prior to coming to the Board 
requesting revisions, or prior to any review of the Base Case assumptions 
that may be undertaken. 

Perpetual Maintenance / Post-Abandonment Activities  

Many participants submitted that the term “perpetual maintenance” used 
in the RH-2-2008 proceeding and decision was unclear.  The alternative 
suggested by some industry participants during the technical conference 
was to change the term “perpetual maintenance” to one which reflects the 
concept of ensuring there is financial provision for post-abandonment 
activities.  The Board is of the view that the suggested change would 
clarify the intent of the assumption.  Accordingly, one of the cost 
categories incorporated into the Base Case Table A-3 in Appendix A 
reflects this change in terminology; it is now entitled “Provision for Post-
Abandonment Activities”.  

The Board notes that UPA submitted that there should be funds for 
periodic monitoring and for contingencies for unforeseen events.  For 
greater certainty, the category “Provision for Post-Abandonment 
Activities” is intended to include both the on-going monitoring of 
pipelines that are abandoned in-place and contingency funding for any 
unforeseen events. 
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The Board acknowledges that the activities that are to be accounted for in 
“Provision for Post-Abandonment Activities” may not be fully understood 
by all stakeholders at this time.  It is anticipated that this category and the 
activities it encompasses will be further refined as more information and 
experience is obtained.  Nevertheless, pipeline companies should include a 
preliminary estimate of costs for post-abandonment monitoring and 
contingencies in their preliminary cost estimates that are due in May and 
November 2011. 

Above-ground facilities and Company-owned land 

Participants at the technical conference requested clarification from the 
Board whether above-ground facilities and facilities on company-owned 
land should be included in the estimates of total abandonment costs.   

The Board notes that while above-ground facilities were not expressly 
mentioned in the RH-2-2008 Decision, the definition of “pipeline” in the 
NEB Act includes “all branches, extensions, tanks, reservoirs, storage 
facilities, pumps, racks, compressors, loading facilities…”.  All facilities, 
above-ground and below-ground, that are part of a regulated pipeline 
system will be abandoned at some point.  The Board’s decision in RH-2-
2008 therefore applies to all “pipelines” regulated under the NEB Act, 
whether above-ground or below, although it is recognized that the method 
of abandonment may be different for above-ground facilities than for 
below ground pipe.  Accordingly, the Board expects the costs of 
abandoning above-ground facilities to be part of the preliminary estimates 
of abandonment costs to be filed in 2011. 

Further, the same type of facilities could be located on company-owned 
land or on land that is not company-owned.  Facilities on company-owned 
land will also need to be abandoned at some point and the funding to pay 
for this abandonment will need to be available at that time.  The Board 
acknowledges that further information, experience and research may be 
needed to allow companies to fully determine the amount by which the 
costs of abandoning facilities on company land differ from abandoning 
facilities not on company land, based on potentially different 
environmental or legal obligations or abandonment methods.  However, 
all assumptions in the Base Case are, at this point, preliminary.  All 
estimates relying upon such assumptions will benefit from additional 
information and experience obtained.  Such information and experience 
will play a large role in any future review processes established for Base 
Case assumptions and abandonment funds.  As a result, any lack of 
certainty today is not sufficient reason to exclude facilities on company-
owned land from preliminary estimates.  Therefore, the Board expects 
facilities on company-owned land to be included in the preliminary 
estimates of abandonment costs to be filed in 2011. 
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As noted previously, Table A-2 in Appendix A of this decision may be 
used by companies to determine the method of abandonment of all 
facilities for the purpose of preliminary cost estimation. 

4.  Estimated Salvage Value 

The RH-2-2008 Decision set out a preliminary assumption of zero for the value of any facilities 
salvaged during abandonment activities. 

Views of Participants 

All written submissions received prior to the technical conference were unanimous in their 
support for retaining the Board’s preliminary assumption of zero salvage value at this time, as it 
was viewed as a reasonable and conservative assumption.  Many submissions suggested there 
should be periodic reviews of this assumption. 

At the technical conference, there was some discussion about the salvage value of above-ground 
facilities and a value of 15 per cent was mentioned by KM Canada.  However, others generally 
agreed that using a zero value for above-ground facilities was appropriate for now, with regular 
reviews.  For underground facilities, there continued to be general agreement that a value of zero 
is the conservative assumption and is fine for now, with a suggestion for regular reviews.   

Views of the Board 

The Board is of the view that the initial assumption in the RH-2-2008 
Decision for salvage value of zero remains appropriate at this time, 
including for above-ground facilities.  This assumption will be reviewed 
over time and could be revised in the future should circumstances or 
information change. 

5.  Abandonment Cost Information 

Given the lack of better information provided by parties during the RH-2-2008 proceeding, the 
Board in the RH-2-2008 Decision suggested that pipeline companies use the data in the Oil and 
Gas Journal Survey (OGJ)2 as a starting point in estimating abandonment costs.  It was 
anticipated that further information would be gathered on this assumption through the technical 
conference process. 

Over the course of the process to revise the Base Case assumptions, the Board requested that 
participants provide their suggestions regarding cost categorizations that might be expected to 
account for major proportions of total abandonment costs.  In December 2009, after the technical 
conference, the Board compiled a draft cost grid and sought input on the table and on unit cost 
information for each major cost category in the table.   

                                                           
2  This OGJ Survey was marked as Exhibit C-26-12 in the RH-2-2008 proceeding. 
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Views of Participants 

Many participants suggested that the Base Case unit cost estimates should use principles rather 
than numbers.  Further, some suggested that the Board lead a process to develop these principles.  
All industry participants strongly recommended that the cost data from the OGJ not be used.   

Alliance submitted that abandonment costs should be determined on a case-specific basis, 
although it did not provide details of how this case-specific determination would relate to the 
Base Case assumptions.  Alliance suggested that the costs of pipeline removal for large diameter 
pipe could be 50 per cent of pipeline installation cost, rendering removal cost-prohibitive.   

Enbridge suggested much more work is required before a cost can be assigned to any post-
abandonment requirements, and that the appropriate forum for this is the LMCI Stream 4 
process, not the technical conference.  Enbridge argued that geographical differences must also 
be considered with cost-estimates. 

KM Canada suggested allowing the large pipelines companies such as KM Canada to produce 
their own estimates, and industry to collaborate to develop Canadian cost benchmarks 
(particularly for the benefit of companies with smaller pipelines that are similarly 
geographically-situated).  KM Canada suggested the Board should ask for the abandonment cost 
information in a fairly detailed manner, which would allow the Board to then use this 
information to develop averages for Group 2 companies.   

TransCanada recommended that the Board develop a process whereby pipeline companies would 
submit to the NEB, on a periodic and confidential basis, the costs of conducting certain activities 
that in aggregate would be reflective of the activities required to abandon a pipeline.  
TransCanada suggested that any pipeline (Group 1 or Group 2) could submit estimates to the 
Board.  TransCanada further recommended that the NEB generate abandonment costs using the 
submitted data as applied to the factors set out in Table 1 of the CEPA Report.  With respect to 
this proposal, KM Canada, TransCanada, Enbridge and Westcoast all noted that confidentiality 
of submissions could be a concern.   

Westcoast submitted that companies should be able to rely on their own cost data and methods 
for estimating pipeline abandonment costs, but provided no details as to how this could be 
reflected in the Base Case assumptions. 

Imperial suggested that, given all Group 1 companies appear to have decided to use their own 
unit cost estimates, cost assumptions would effectively be available after May 2011.  After filing 
of these costs by Group 1 companies, the Board would be able to understand and publish Base 
Case cost assumptions based on the 2011 submissions for use by Group 2 pipeline companies. 
Imperial noted that when parties file abandonment plans, shippers will want to see third-party 
verification of estimates.   

While accepting industry reservations about using the OGJ as a starting point for cost estimates, 
UPA noted that the OGJ provides useful information on the substantial differences between 
estimated and actual pipeline construction costs.  
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In response to the Board’s post-technical conference inquiries on cost categories, most 
responders submitted that the Board’s December 2009 draft grid was a good step forward.  
Several pipeline companies provided detailed comments on the list of activities included in each 
category, as well as refinements in the bases for the cost factors and suggestions to clarify 
wording.   

Enbridge stated that if the categories are specific, rather than general, then the cost factors could 
prove to be prejudicial to pipelines in their negotiations with potential counterparties (for 
example, landowners and contractors), irrespective of whether the pipeline in question elected to 
rely on the Base Case assumptions.  UPA submitted that it found the broad categories in the 
December 2009 draft grid to be appropriate.  

Many of the submissions regarding the December 2009 draft grid also proposed that cost 
categories be combined, although there was no consensus on the appropriate combinations.  In 
addition, many of the submissions requested that further work be done prior to the Board 
releasing its decision on the values to be used for abandonment costs.  The further work could be 
led by the Board or by industry.  All industry participants noted that providing cost factor values 
at this time is premature and that more time is needed to determine values that are meaningful.   

All industry participants suggested a collaborative process with regulated pipeline companies, 
CEPA and the Board as a way to move forward to attain industry-wide averages.  Participants 
submitted that this process would not impede the May 2011 deadline for Group 1 companies to 
file cost estimates.  

UPA noted that it was not able to assign monetary values to the broad categories, but suggested 
that the Board exercise vigilance to ensure the funds to be collected are determined as fairly as 
possible. 

Views of the Board 

The Board appreciates the assistance provided by all participants on the 
definitions of cost factors.  After considering the submissions, the Board 
has revised the grid (See Table A-3 in Appendix A of this decision).  

The Board accepts most of the wording changes submitted by participants 
to improve the understanding of cost categories.  One exception is the 
suggestion to include the costs of abandonment fund management in this 
grid.  Abandonment fund management is more appropriately part of the 
computations for determining revenue requirement to cover costs, and not 
part of the costs of abandonment activities themselves.  Furthermore, the 
value attributed to abandonment fund management could depend on the 
number of years funds are collected and the mechanism used to manage 
the funds.  Incorporating such a value into the preliminary estimates of 
abandonments costs could improperly make the estimate of future 
Abandonment cost depend on the time period or mechanism used.   
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Many of the comments regarding combining categories were only partially 
accepted.  Given the absence of filings concerning the value of cost 
factors, the benefit of certain combinations is unclear.  In fact, industry-
wide consensus on average values for the cost factors may be more easily 
attained if the breakdown is maintained.  Breaking down the categories 
may also assist the Board in understanding ranges and divergence of 
opinion.   

A number of ongoing abandonment planning-type costs have been 
excluded from the grid.  The Board recognizes that these may be 
legitimate costs incurred in the planning of abandonment; however, the 
Board is of the view that these costs will occur over time and may be more 
appropriately considered part of operating expenses of the pipeline 
companies.   

Table A-3 provides the updated grid with broad categories and activities 
that may be included in these categories as well as the basis for the cost 
factors.   

At this time, the Table does not contain any values under the estimated 
cost factor column, because there is not sufficient information before the 
Board to support publishing estimates of unit cost factors for abandoning 
pipelines and facilities.  The process for establishing the amount needed 
for abandonment purposes is an iterative one, and in many cases, the 
Board and companies are forging new ground.  However, the Board is of 
the view that the lack of adequate information is not sufficient to prevent 
the Board from releasing a revised Base Case, even if it means releasing a 
framework rather than the values themselves.   

In order to progress from a framework to unit cost values, the Board sees 
merit in suggestions that stakeholders continue to work toward assigning 
industry-wide values (averages or ranges) to the categories identified in 
the Table A-3 rows.  Further, the Board sees merit in continued 
involvement of Board staff.  Accordingly, communication will be 
forthcoming on a further process to continue this effort.  If values cannot 
be obtained through this process in a timely manner, pipeline companies 
will at least have the framework set out in this revised Base Case for 
guidance in preparing their preliminary estimate.   

Notwithstanding the outcomes of any further process, the Board expects 
all pipeline companies regulated under the NEB Act to comply with the 
deadlines for filing set out in RH-2-2008 Decision.   
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6.  Economic Life/Collection Period 

Although the Base Case components “Economic Life” and “Return on Funds Collected” do not 
need to be used for the 2011 filings of estimated abandonment costs, they are part of the Base 
Case.  These assumptions are necessary for the derivation of revenue and toll impacts of the 
abandonment funding.  These later steps, and the deadlines for each step, are set out in Steps 6 to 
9 of the Action Plan in the RH-2-2008 Decision.   

The RH-2-2008 Decision set out a preliminary assumption of 40 years for the economic life of a 
pipeline. 

Views of Participants 

Rather than the term “Economic Life” used in the RH-2-2008 Decision, Alliance recommended 
that the better term to use in the context of pipeline abandonment would be “Useful Life”.  It 
further contended that there are many inherent difficulties in setting a generic value for useful 
life.   

Westcoast proposed the term “Collection Period” to replace “Economic Life”.  It proposed that 
the Collection Period could be much longer than economic life used for depreciation of 
individual assets. 

Enbridge contended economic life for abandonment should reflect the life span of the pipeline 
system.  Enbridge stated that use of the term “Collection Period” would lead to less confusion 
than the term “Economic Life.”  Enbridge also noted that it is possible that there could be 
circumstances where the collection period ends before the useful life ends.  The setting of a 
collection period that ultimately proves to be too long results in an unfunded liability.  Enbridge 
stated that this risk is the responsibility of the pipeline company and motivates the pipeline 
company to collect the right amount of funds.  Enbridge also submitted that there should not be a 
distinction made between new and existing pipelines as the potential life span of any pipeline is 
tied to the resource base. 

KM Canada similarly recommended a change of terminology to “Collection Period”.  It 
proposed using two to three times economic life used for depreciation, or approximately 60-90 
years.  KM Cochin argued that 90 years was a justifiable length.  KM Canada submitted that new 
pipelines use a supply and market study to determine economic life and base estimates on this 
study. 

KM Canada encouraged the Board to set a maximum number of years or a maximizing principle 
to ensure that i) collection can commence as soon as practical, ii) that all pipelines will 
commence collection on or about the same time and, iii) the application of the Base Case 
assumptions results in a meaningful annual contribution to the abandonment fund.   
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TransCanada proposed the term “Useful Life” and cited support from the Canadian Institute of 
Chartered Accountants (CICA) Handbook that useful life would ensure that the recovery period 
will align with the length of time a pipeline system is being used to transport product and 
generate cash flow.  After hearing other participants’ submission, TransCanada indicated that it 
supported the use of the term “Collection Period.”  

According to TransCanada, in terms of assigning a value to the Collection Period, a “hard-
coded” number should not be used.  Instead, the collection period should be principle-based, 
taking into account a number of factors.  According to TransCanada the benefits of principle-
based guidance are: 

• Provides guidance while allowing for flexibility, allowing pipeline companies to reflect 
their individual circumstances; 

• Better represents the practical realities of pipeline abandonment; and 
• More easily accommodates changes in relevant technology and economic conditions and 

decreases the need to continually revise the Base Case assumptions. 

TransCanada submitted that the following factors should be considered in determining the 
collection period.  . 

• Supply and market outlook (including competitive dynamics); 
• Technological progress; 
• Future use of the pipeline system; 
• Physical wear and tear; 
• Environmental; and 
• Public policy (e.g. greenhouse gases). 

Westcoast supported TransCanada’s comments, while UPA proposed different treatment of 
economic life for new and for existing pipelines: 50-60 years for new pipelines and 40 years or 
less for existing pipelines, especially if the end of the life is foreseeable.   

Views of the Board 

Terminology 

The Board notes that the term “Economic Life” is used in relation to 
depreciation studies and asset life and has different definitions attached to 
it.  The term “Useful Life” poses a similar problem in that it also has 
definitions and uses already attached to it and may only serve to shift the 
confusion.  The Board finds the term “Collection Period” to be clear and 
better aligned with the intended purpose of this assumption.  The Board 
approves the change in terminology for this assumption. 
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Principle-based Assumptions 

The Base Case assumptions are provided to facilitate the filing of 
preliminary estimates of future abandonment costs and future collection 
and set-aside mechanisms filings for those companies that wish to rely on 
these assumptions.  In the Board’s view, providing only principle-based 
assumptions does not provide the assistance that was intended.  
Additionally, the Board anticipates review of the Base Case assumptions 
as more information and experience is obtained.  The Board sees value in 
continuing to provide “hard-coded” numbers in the Base Case.  Pipeline 
companies that wish to reflect their own individual circumstances are free 
to do so in a pipeline-specific filing. 

Length of Collection Period 

Many of the submissions and comments at the technical conference 
promoted a reliance on principles or formulas that could result in a 
collection period greater than the 40-year maximum set out in the RH-2-
2008 Decision.  In the RH-2-2008 proceeding, suggestions of a longer 
time period were likewise submitted; however, the Board chose not to 
follow these suggestions, instead using a 40-year economic life based on 
the principles in the CICA Handbook.  During the process to revise the 
Base Case, no participant provided persuasive information that another 
alternative was justified for the Base Case.  As a result, the Board has 
decided to retain the maximum 40 years for the Base Case Collection 
Period. 

The Board reminds companies that they are responsible for ensuring that 
the assumptions used, including the assumption of collection period, are 
sufficient to ensure funds are available when abandonment occurs.  
Therefore, if the 40-year time frame is viewed as being too long, 
companies should use a shorter span for their Base Case Collection Period.   

7.  Return on Funds Collected 

In the RH-2-2008 Decision, the Board set 4.5 per cent as a Base Case assumption for the rate of 
return on funds collected.  This assumption was based on long-term bonds, and on a period of 
time with an inflation rate of two per cent, which would make the proposed rate of return and the 
inflation consistent.   

View of Participants 

Alliance suggested the Board use the “best available forward-looking material” and not historical 
averages.   
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Enbridge offered no specific alternative to the 4.5 per cent assumption, but wanted the 
companies to be able to seek higher returns through a prudent mix of equity and bonds, 
especially where the investment horizon is long.  Enbridge further explained that a prudent 
portfolio, properly managed, is to the benefit of the toll-payer. 

KM Cochin and KM Canada suggested that the 4.5 per cent assumption reflected an aggressive 
portfolio structure, possibly appropriate for the long-term, but not appropriate for short-lived 
pipelines.  KM Canada suggested a rate of 1.6 to 1.8 per cent pre-tax or 1.2 to 1.3 per cent after 
tax for short-lived pipelines.  It also requested that it be clarified that any earnings on the funds 
will be taxable at each entity’s corporate tax rate.   

TransCanada expressed concern with applying a rate of return based on historical data and 
suggested that the investment criteria and resulting rate of return be a function of the position of 
the pipeline in its lifecycle.  TransCanada stated that as the pipeline approaches the time for 
abandonment, the investment criteria should have greater restrictions to ensure the availability of 
funds.   

Westcoast proposed the funds should be invested conservatively and that the use of Bank of 
Canada long-term bond yields is appropriate at this time.  However, it noted that it is open to 
having a portfolio with a mix of bonds and equity. 

Imperial advocated for a portfolio in which capital preservation was the main goal.  Additionally, 
it raised the topic of alignment between the party responsible for managing the risks of the 
portfolio and the party responsible to pay the shortfall if there is one.  It suggested it would be 
problematic if the pipeline company was taking the portfolio risks and shippers were paying for 
any shortfall.  In response, TransCanada submitted that the pipeline company would not make 
investment decisions in isolation. 

UPA submitted that it favours a low-risk portfolio and proposed that all pipeline companies use 
guaranteed investments to ensure amounts collected are not jeopardized by market fluctuation.  It 
proposed a 10-year average of the long-term Bank of Canada return, for all periods.   

At the technical conference, a question also arose as to whether the rate is a discount rate or a 
return on funds collected.  Participants asked the Board to clarify this aspect of the assumption.  
Also, several conference participants raised a question of whether the return was a pre-tax or 
post-tax rate.   

Views of the Board 

In the Board’s view, the language throughout the RH-2-2008 proceeding 
and Decision supports the position that this rate is a potential rate of return 
on funds collected and not a discount rate.   
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Pre-tax or Post-tax Rate 

The Board notes that pipeline companies may face different tax rates 
depending on, among other factors, the province in which they operate.  
Articulating the return as pre-tax allows companies to reflect the 
individual tax rates they actually face.  It also means that the Base Case 
would not necessarily need to change with future potential changes in tax 
rates or policy.  The return on funds collected should therefore be 
considered to reflect a pre-tax rate of return.   

Setting a pre-tax rate does not mean, however, that funds would 
accumulate at the pre-tax rate published by the Board.  Each company 
should estimate their own after-tax rate of return by using their company 
tax rate and the pre-tax rate of return.  Appendix B of this decision 
provides an example of how this calculation may be done. 

Whether to Set One or More Rates over the Collection Period 

TransCanada spoke of its interest in using rates of return reflecting 
investment portfolios appropriate to the life stage of a pipeline.  This 
approach would entail portfolios that become less risky as abandonment 
nears.   

In the Board’s view, the option of articulating more than one portfolio risk 
profile and associated rates of return in the Base Case adds unnecessary 
complexity to the Base Case.  Pipeline companies are free to propose such 
an alternative to this Base Case assumption in a company-specific filing, 
should they so desire.   

What Rate to Use 

The Board 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.  The Board reminds pipeline 
companies that they are ultimately responsible for the full cost of 
abandoning their pipelines, and an inability to maintain capital would not 
relieve them of this responsibility.  
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Potential Higher Return on Funds 

The Board notes that companies not satisfied with using the Base Case 
assumption on the rate of return may propose other assumptions in their 
2012 filings.  For pipeline companies with sufficiently long collection 
periods, higher returns may be feasible, with a correspondingly higher risk 
portfolio.  However, in any such proposal, the Board would expect there to 
be clear articulation of the allocation of risk and return among shippers, 
the pipeline and any affected public for the Board’s consideration as well 
as a discussion of whether the pipeline company has the support of 
interested parties for a higher return.  Such filings will be decided on their 
individual merits.   

8.  Frequency and Scope of Review  

In some of the written submissions and at the technical conference, participants indicated that 
reviews of the Base Case assumptions should occur on a regular basis, for example every five 
years.  TransCanada noted that the Board could set time periods for review of the Base Case 
assumptions or there could be other factors that would trigger the need for review, for example, 
after conclusions are released from the LMCI Stream 4 process that might affect the assumptions 
on method of abandonment. 

Views of the Board 

The Board’s objective is to update the Base Case for as long as it is useful 
in preparing, revising and evaluating early estimates of costs for 
abandonment funding.  However, the Board will also take into account 
uncertainty that could result from variables changing too often, especially 
when several companies might be in the midst of their own updates. 

Accordingly, the Board intends to revisit the Base Case assumptions at 
least every five years.  All components of the Base Case will be open to 
revision at that time.  The timing of the update may be at the Board’s own 
initiative in view of new information, based on continuing examination of 
relevant parameters, or in response to a request from interested parties.  
The update will most likely occur when new relevant information is 
available.   

This update of the Base Case assumptions is not to be confused with other 
reporting or updates contemplated in the RH-2-2008 Decision; such as: 

• Routine reporting (which could be annual) on the progress of 
collection and fund performance; and 

• Company updates to incorporate new information on their 
pipeline system, any new parameters, and any updates to 
proposed proportions of removal used for cost estimation 

Appendix BCUC-KMJF 11.5 - NEB 2010 Letter Decision 
Revisions to Preliminary Base Case Assumptions re Abandonment Cost Estimates PDF p 20 of 30



- 19 -  

 

(which might result from discussions with landowners), which 
updates are required to be made periodically, but at intervals 
not longer than five years. 

9.  Filing Guidance 

Enbridge asked whether the Board would provide guidelines for the filing of abandonment cost 
information and whether the pipeline companies would have the opportunity to participate in the 
formation of those guidelines. 

Views of the Board 

As the process for the collection of funds for abandonment is new, the 
Board sees value in providing guidance for the filing of abandonment cost 
information.  Appendix A contains such guidance on filing, albeit 
preliminary guidance.  The Board has decided that, due to the timeframes 
for filing set out in the RH-2-2008 Decision, it was important to provide 
some initial guidance to pipeline companies to assist them in preparing 
their abandonment cost estimates, and preparing for the subsequent steps 
set out in the Action Plan in the RH-2-2008 Decision.   

While the guidance is provided to assist companies in their filings, the 
Board notes that the preparation, review (by all parties) and the Board’s 
assessment of filings may be more efficient when information follows a 
common format as provided in the filing guidance. While individual 
companies may undertake as detailed assessment as they see fit, the 
reporting of such assessment would be most helpful to the Board if a 
common format was followed for filing purposes.  Therefore, the Board 
expects companies to make use of such guidance to the extent possible, or 
to justify why they are unable to do so.   

Tables providing initial filing guidance on developing preliminary 
estimates of abandonment costs are included in the Appendix A, as Tables 
A-1 to A-4.  Appendix B provides additional guidance on calculating the 
annual contribution, which companies may find helpful in preparing for 
the subsequent steps in the Action Plan. 

Future Guidance 

The Board recognizes that companies and other stakeholders might have 
additional ideas on future filing guidance that would be useful for all 
companies.  Also, the Board notes that participants have requested an 
opportunity to comment on the development of filing guidance.  Therefore, 
any regulated company or interested person that has suggestions for further 
filing guidance related to abandonment funding is invited to contact the Board 
with their suggestions.  The Board anticipates that it could issue some further 
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filing guidance, if necessary, prior to the May 2011 filings of preliminary cost 
estimates by Group 1 companies, and later as the need arises. 

In the RH-2-2008 Decision, stakeholders and the Board were encouraged 
to look for ways to increase efficiency during the Action Plan timeframe.  
Building on this, the Board encourages stakeholders to collaborate and to 
standardize any definitions and components used in investment policies 
and governance.  Such standardization could facilitate the filing, and the 
Board’s assessment of filings, under Steps 6 and 9 of the Action Plan set 
out in the RH-2-2008 Decision, relating to the process and mechanism to 
set aside the funds for abandonment purposes.3  If appropriate, such 
standardization could be incorporated into future filing guidance. 

10.  Revised Base Case Assumptions 

The following table summarizes the revisions made to the Base Case assumptions as a result of 
the submissions made during the Technical Conference process and the Board’s reasons for 
decision set out herein.  

Table 10-1 
Revised Base Case Assumptions 

Method of Abandonment See Tables A-1 and A-2 in Appendix A for the framework 
and assumptions to use for the purpose of preparing 
preliminary cost estimates. 

Abandonment Cost Information See Table A-3 for cost factor definitions.  Industry-wide cost 
factor values (averages or ranges) may be incorporated into 
Table A-3 at a later date.   

Estimated Salvage Value Zero 

Inflation Rate 2 per cent (reflects Bank of Canada target) 

Collection Period  Maximum 40 years (based on recommendations in CICA 
Handbook for estimating life of long-term capital assets) 

Return on Funds Collected 3.5 per cent, pre-tax 

 

                                                           
3  Examples of standard elements that could be developed include definitions of the investment options to be made 

available; the liquidity of the investment options; the level of risk associated with the investment options; the fees 
associated with the investment options, (regardless of whether they are allowed to be recovered), such as the costs that 
must be paid when investments are bought or sold; costs associated with accessing or using any of the investment 
information, decision-making tools or investment advice; investment fund management fees; investment fund operating 
expenses; record keeping fees; and account fees. 
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11.   Disposition 

The foregoing constitutes our Decision and Reasons for Decision on this matter. 

 
 
 
 
 
 

L. Mercier 
Presiding Member 

 
 
 
 
 
 

G.A. Habib 
Member 

 
 
 
 
 
 

S.J. Snook 
Member 

 
 
 
 
 
 
 
 
 
 
 

Calgary, Alberta 
March 2010
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Filing Guidance Appendices 
 
This Filing Guidance includes: 
 
Appendix A Guidance on documenting the estimated cost of future abandonment activities 

needed for the 2011 filings; and 
Appendix B Guidance on converting the total cost estimate to an estimated annual contribution 

needed for the 2012 and 2013 filings. 
 
 
Appendix A  Estimates of Abandonment Costs 
 
In order to prepare preliminary cost estimates using either the Base Case or pipeline-specific 
assumptions, there are generally four steps to follow:  
 

• Land-use analysis (see Table A-1); 
• Method of abandonment for the purposes of cost estimates (see Table A-2); 
• Cost estimates (see Table A-3); and 
• Total costs estimate (see Table A-4).   
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Step 1: Land-use analysis – Use the following table to determine the number of kilometers of 
pipeline in each land-use and pipeline-diameter category.  For the Above-Ground facilities, 
determine the facilities and the units (for example, number of tanks or compressors) to be 
abandoned. 
 

Table A-1: Framework for Land-Use Analysis, 
For the Purposes of Estimating Preliminary Cost Estimates  

Land Use  

Pipeline Diameter Above-
Ground 
Facilities 2” to 12” 

60.3 to 
323.9mm

14” to 24” 
355.6 to 
610 mm

>26” 
>660 mm 

Agri-
cultural  

Cultivated   

Cultivated with special 
features      

Non-Cultivated   

Non-Agri-
cultural  

Existing Developed 
Lands     

Prospective future 
development     

No future development 
Anticipated (e.g. 
forest)     

Other 

Environmentally 
Sensitive Areas     

Roads & Railways  

Water Crossings  

Other Crossings 
(Utilities)     
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Step 2: If using the Base Case, apply the entries in Table A-2 to the entries in Table 1 to 
determine the Method of Abandonment for the purposes of cost estimation.   
 

Table A-2: Physical Assumption by Land Use and Facility 
For the Purpose of Estimating Preliminary Cost Estimates  

Land Use  

Pipeline Diameter Above-
Ground 
Facilities 2” to 12” 

60.3 to 
323.9mm

14” to 24” 
355.6 to 
610 mm

>26” 
>660 mm 

Agri-
cultural  

Cultivated  A: 80%  
(R: 20%) 

A: 80%  
(R: 20%) 

A: 80%  
(R: 20%) R 

Cultivated with special 
features  R R R R 

Non Cultivated  A: 80%  
(R: 20%) 

A: 80%  
(R: 20%) 

A: 80%  
(R: 20%) R 

Non-Agri-
cultural  

Existing Developed 
Lands A A A R 

Prospective future 
development R R R R 

No future development 
Anticipated (e.g. 
forest) 

A: 80%  
(R: 20%)  

A: 80%  
(R: 20%) 

A: 80%  
(R: 20%) R 

Other 

Environmentally 
Sensitive Areas A A A R 

Roads & Railways A+ A+ A+ R 

Water Crossings A A A R 

Other Crossings 
(Utilities) A A+ A+ R 

Legend: A = Abandon in place, A+ = Abandon in place with special treatment4, R = Removal 
 
 
Step 3: Use the cost definition grid from Table A-3 to determine a cost estimate per category for 
abandonment. 

                                                           
4  CEPA defined A+ as pipeline is abandoned in place with special treatment to prevent potential ground subsidence (e.g. 

fill pipe with concrete) 
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Table A-3 Base Case Cost Definition Grid 
 

Broad Category Method5 May Include  
Proposed basis for Cost 

Factor 
Estimated Cost Factor 
Value (2010 C$ per …) 

1  Engineering & Project 
Management 
 

A R Regulatory, legal and finance support, external relations and 
land support, environment, health and safety support, 
operations support, stakeholder consultation.  Detailed cost 
estimates, planning, applications, detailed engineering and 
environmental studies.  Engineering and project management, 
Construction management, project & cost control. 

Added factor applied to 
estimated total of all other 
costs of the project.  

For example, 20-30 per 
cent 

2  Abandonment Preparation6 
a.  Land access and clean 

up 
A R Access rights & permits, temporary work space, damages, re-

establish survey markers, as-built survey, update GIS, 
discharge rights. 

Cost per diameter (mm) 
kilometer. 

 

b.  Pipeline Purging and 
Cleaning 

A R Pump or draw down gas; Pipeline pigging, cleaning and 
purging, including pre-cleaning pig runs. 
Isolate pipe sections, test pipe for cleanliness. 
Final cleaning pig runs (in N2), waste storage and disposal. 
Cleanliness verifications (testing and analysis). 

Cost per diameter (mm) 
kilometer7 

 

3  Pipeline Abandonment-in-Place   
a.  Basic Pipeline 

Abandonment-in-
Place 

A n/a Install plugs to prevent water movement, removal of some 
underground appurtenances, backfilling and reclamation of dig 
sites. 

Cost per diameter (mm) 
kilometer in which pipe 
remains.8 

 

b.  Provision for Post 
abandonment 
activities 

A 
and 
A+ 

n/a Financial provisions for periodic monitoring and for 
contingencies, such as later removal of some 
pipeline/associated facilities if problems occur.9 

Monitoring at cost per 
diameter (mm) kilometer in 
which pipe remains, plus 
contingency for some 
potential removal (e.g. 5%) 

 

                                                           
5  Method A, A+ or R respectively: Abandon in place; Abandon in place with special treatment; and Removal.  For purposes of the preliminary cost estimation, the cost factors described here would be applied by companies using 

the Base Case.   For pipelines that are abandoned in place all rows with an A or A+ are applicable, for pipelines that are removed all rows with an R are applicable. 
6  The a and b categories in Broad Categories 3, 4 and 6 may only be necessary until further exploration of dollar values for costs takes place. 
7  Basis of unit costs will be the volume of gas removed, i.e., dependent on the pipeline length and the square of the pipeline diameter.  Pigging costs are dependent on the pipe diameter and length. 
8   Cost of plugs is dependent on volumes of material to be used, and therefore related to pipeline diameter squared. The number of plugs to be used is related to the length and angle of the slope, soil type and land use. 
9  Includes line locations, as needed, maintain signage, erosion and subsidence, frost heave control, pipe displacement at slopes or river crossings, remediation of contamination, the creation of waterways, or soil drainage problems, 

weed control (where not dealt with under easement agreements), or any other problem caused by the presence of a pipeline. 
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Table A-3 Base Case Cost Definition Grid 
 

Broad Category Method5 May Include  
Proposed basis for Cost 

Factor 
Estimated Cost Factor 
Value (2010 C$ per …) 

4  Special treatment A+ n/a Filling with cellular material at crossings – road, rail, utility, 
rivers.   
Other environmental sensitive areas. 

Cost per diameter (mm) 
kilometer to be plugged with 
cellular fill.10 

 

5  Pipeline Removal    
a.  Pipeline Removal and 

backfilling 
 

n/a R Remove impediments and topsoil stripping, excavation, cutting 
and capping of pipelines, cutting of pipeline sections and 
removal to stockpile, loading and hauling of removed lines, 
disposal of lines, coating and associated facilities, backfill, 
compaction. 

Cost per diameter (mm) 
kilometer,  Or  Cost per 
diameter squared (mm2) 
kilometer11 

 

b.  Pipeline Removal – 
land restoration 
 

n/a R Restoration, reclamation and remediation of contamination, 
fencing and clean-up, soil decompaction, re-vegetation, 
inspection of removal activities. 12 
 

Cost per linear right-of-way, 
factor to vary by land-type, 
with e.g. distinct cost factors 
for Agricultural and for Non-
agricultural13 land 
 

 

6  Above-Ground Facilities   
a.  All above ground A R Purging and cleaning piping and fabrications. 

Site reclamation, (remediation of contamination, re-contouring, 
replacement of topsoil, re-vegetation). 

$ per unit, e.g. $ per meter 
station, $ per compressor. 

 

b.  Portions removed n/a R Demolition (as applicable), haul material away  
Removal of associated underground tanks. 

$ per unit, e.g. $ per meter 
station, $ per compressor. 

 

c.  Portions left in place A n/a Securing any facilities left in-place. $ per unit, e.g. $ per meter 
station, $ per compressor. 

 

 

                                                           
10  Fill volume (or pipeline volume) depends on crossing length and pipeline diameter squared.  Unit cost of concrete, if used, depends the hauling distance from the batching plant. 
11  The bases for cost factors in this table are subject to change as more information is obtained on the dollar value of costs and the basis for this Broad Category could be either. 
12  Clearing, stripping and grading work is related to the width of right-of- way and temporary work space. Excavation and backfilling depends on to the pipeline volume and depth of cover.  Pipeline cutting, removal, loading, 

hauling and disposal depend on pipeline diameter and wall thickness. 
13  Non-agricultural includes forests.  
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Step 4: Add up the rows of estimated costs to get total estimated costs 
 

Table A-4  
Total Estimated costs 

 
Broad Category Method14 

Pipeline 
Features15 

Average 
Cost 16 

Cost by 
Category 17 

1 Engineering & Project 
Management 

A R n/a E.g. 20-30 
per cent 

 

2 Abandonment Preparation    
a. Land access and clean up A R   X (Km) 

 
  

b. Pipeline Purging and 
Cleaning 

A R   

3 Pipeline Abandonment-in-Place    
a. Basic Pipeline 

Abandonment-in-Place 
A n/a   Y (Km)   

b. Provision for Post 
abandonment activities 

A 
and 
A+ 

n/a  Y+ ST (Km)   

4 Special treatment A+ n/a  ST (Km)   
5 Pipeline Removal      

a. Pipeline Removal and 
backfilling 

n/a R X - (Y+ST)  
(Km) 

 

  

b. Pipeline Removal – land 
restoration 

n/a R   

6 Above-ground facilities    
a. All facilities A R ___C_ #   
b. Portions removed n/a R ___C_ #   
c. Portions left in place A n/a ____ #   

Total Cost (e.g. in 2010 dollars) for future abandonment activities  

 
 
For example, for a 425 km pipeline with 25 km under roads, and 3 compressors: 

X = 425 km 
Y = 320 km, or 80% (X-ST) using 80% of 400 from Table A-2 
ST = 25 km  
X-(Y+ST) = 80 km, or 425 – (320+25) 
The 3 compressors to be removed would be entered as C. 

                                                           
14  Method A, A+ or R respectively: Abandon in place; Abandon in place with special treatment; and Removal.   
15  Either linear kilometers or count by facility type.  Table A-2 facilitates estimating the entries to this column.  
16  Entries in this column may come from Table A-3 when available.   
17  If using the Base Case cost assumptions, entries in this column are the product of the previous two columns.  If using 

pipeline specific cost estimation, enter the total for each category.  
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Appendix B  Calculating the Annual Contribution  
 

Although calculations of the Annual Contribution were not discussed at the Technical 
Conference, the Board is providing the following example to enhance clarity around the use of 
the Base Case components.  The example illustrates the calculation of the annual contribution 
needed to fund the estimated abandonment costs, using inflation, return on funds and collection 
period.  This guidance on using the Base Case may be helpful for companies in preparing their 
2012 and 2013 filings under the Action Plan (Steps 6 and following). 
 

Definitions: 
M = Collection Period = 40 years in the Base Case 
N = number of years from cost estimate date to end of collection period 
E = Total Cost Estimated for Abandonment, in Canadian 2010 dollars 
FV = Total Future Value, i.e. Cost Estimated in dollars of future year dollars 
R = inflation rate (2% in the Base Case) 
rpt = pre-tax return on funds collected (3.5% in the Base Case) 
rat = company-specific after-tax return on funds collected 
AC = annual contribution needed to build sufficient funds 

Steps: 
1. Develop estimate of total cost (E) as described in Appendix A 

 
2. Convert to target future value (FV) using the following formula: 

FV = E(1+R)N 

Where R = inflation rate (2% in the Base Case) and N = in the Base Case, 4 + 
Collection Period if the cost estimate is being provided in 2010 dollars. 
 

3. Calculate company-specific after-tax return on funds collected using the following 
formula: 

rat = rpt*(1-company-specific tax-rate) 
 

4. Compute annual contribution (AC) to the abandonment fund using the following 
formula: 
AC = (FV*rat)/ [(1+rat)M-1],  
Where  M = Collection Period = 40 years in the Base Case 

 
Example: 
 

1. Preliminary cost estimate in 2010 dollars = $1,000 
 
2. FV = 1000*(1+0.02)44 = $2 390, with a Collection Period (M) of 40 years and N = 44 
as the Collection Period starts in 2014, while the total cost is estimated in 2010 dollars. 
 
3. rpt = 3.5% and if the company-specific tax-rate is 30%  

then rat = [3.5%*(1-0.30)] = 2.45% 
 

4. AC = (2 390*.0245)/[(1+.0245)40-1] = $35.9 is needed annually. 
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	A. INTRODUCTION
	2.0   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.
	(a) the pipeline was a common carrier; and
	(b) the pipeline owner should be entitled to a fair return on the cost of assets that had been devoted to public use.
	(a) transportation via barge to the new South Fraser Terminal (part of the VAFD project) and via the VAFD pipeline for delivery to YVR; and
	(b) transportation via truck for delivery to YVR.
	(a) the VFAD project would become operational at the end of 2021;
	(b) for 2022, the residual annual demand for jet fuel transportation services would be at most 40 percent of 2021 volumes shipped on the Jet Fuel Line, as a result of some combination of Air Canada and the other shippers moving volumes (60 percent of 2021 Jet Fuel Line throughput volume) to the VAFD project to completely bypass the Jet Fuel Line;
	(c) from the beginning of 2022, the Jet Fuel Line would be fully depreciated;
	(d) 2022 operating costs based on the 2019 forecasted operating costs escalated by 2 percent each year; and
	(e) KMJF’s required 2022 revenue requirement to remain in service once the Jet Fuel Line is fully depreciated includes a business risk fee in order to justify KMJF’s continued operation of the Jet Fuel Line.  

	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
	3.0   Reference:  THE JET FUEL SYSTEM, Exhibit B-8, Section II, pp. 9-15, Utilization of the Jet Fuel System
	On page 5 of the 2019 Revenue Requirement and Final Tolls Application (Application), Kinder Morgan Canada (Jet Fuel) Inc. (KMJF) states:
	3.1 Please confirm, or explain otherwise, that KMJF has communicated with its shippers that the Jet Fuel system would be uneconomical in 2021.
	It is confirmed that KMJF has expressed concern to its shippers that the Jet Fuel Line will no longer be economically viable once the VAFD project enters service. KMJF also understands that shippers are aware about the potential impacts to the utilization of the Jet Fuel Line once the VAFD project commences operations.
	(a) jet fuel was a necessary by-product of the crude oil stream as refined by the Chevron Refinery (now the Parkland Refinery) and Chevron’s willingness to use the TMJ Pipeline even if tolls increase substantially; and
	(b) VAFFC had not made a firm and final decision to proceed with the barging option.
	(a) the complete VAFD project is expected to be finished and operational by late 2021, based on VAFFC’s August 2019 Construction Update;
	(b) statements by a spokesman for VAFFC that:
	i. airlines will be able to supply all of their own fuel via the VAFD project; and
	ii. the new terminal as part of the VAFD project will provide for new sources of supply from international markets, which will drive down the commodity price (jet fuel), which will (negatively) affect both the refineries and KMJF;
	and
	(c) no new sources of supply are expected to be available for throughput on the KMJF line, given that VAFFC, as the sole buyer at YVR, is expected to supply all of its fuel from the new terminal proposed as part of the VAFD project.
	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
	4.0   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:
	On page 16 of the Application, KMJF states:
	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.
	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.
	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.

	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 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.

	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
	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 International Trade Center.
	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-47-14, 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.
	Response:
	Please see the response to BCUC 8.1.1.
	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
	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.
	Response:
	Please see the response to BCUC 9.3.
	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
	Preamble to Responses to 10.1 to 10.10:
	Updated Site-specific ELM Abandonment Cost Estimate Report
	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.
	Response:
	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.
	As discussed in the Final ELM Report, based on its on-site inspection of the Jet Fuel Line, ELM determined there were two types of water crossings (bored and suspended), and three crossings in total:
	 North Arm Fraser River (KM 21.9 – Byrne Road & Fraser Park Drive; KM 22.6 – River Road); 
	 Middle Arm Fraser River (KM 32.6 – River Road & W Road; KM 33.1 – Airport Road); and
	 M 11.7 Brunette River (suspended crossing under Trans‐Canada Highway).
	Fraser River Crossings
	The two Fraser River water crossings are bored under the Fraser River in separate locations.
	In the Final ELM Report, ELM only applies the $45,000/crossing under the special treatment cost category to the two crossings of the Fraser River, as shown below:
	For the two crossings under the Fraser River, ELM determined that the $45,000/crossing is reasonable due to the urban setting of the Jet Fuel Line. ELM anticipates higher costs for this work as a result of logistical challenges, such as limited availability of local equipment, materials and services, long turn-around times to waste disposal facilities, higher than industry average fees for waste disposal.
	Brunette River Crossing
	The other Jet Fuel Line water crossing is suspended over the Brunette River, strapped to the underside of the Trans Canada Highway. For the above-ground suspended pipe over the Brunette River, ELM concluded that abandonment would involve removal of the pipe from the bridge, with relatively low cost, as no known environmental complexities exist in the area.  For the Brunette River crossing, ELM did not expect there would be any additional costs to decommission beyond those included in in section 6.h of the Final ELM Report (above-ground facilities).
	These section 6 (above-ground facilities) costs are discussed further in the responses to BCUC 10.9 and 10.9.1.

	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.”
	Please see the response to BCUC 10.7.1.
	10.7.1 Please discuss the suitability and applicability of this provision in this environment.
	In both the Preliminary Report and the Final ELM Report, ELM uses the additional provision for rough and mountainous terrain as a proxy for the urban setting. ELM anticipates similar logistical challenges, such as limited availability of local equipment, materials and services, long turn-around times to waste disposal facilities, and higher than industry average fees for waste disposal.
	In addition to the similar logistical issues to rough and mountainous terrain, urban settings also have heightened security requirements due to the urban setting and current regulatory environment which further support higher abandonment cost estimates.

	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.
	Response:
	Confirmed. The terms ‘block valve sites’ and ‘block valve assemblies’ are used interchangeably.
	10.8.1 If confirmed, please explain why KMJF used the high range value of $55,000 per unit instead of the low value of $15,000 as the cost estimate.
	Upon completion of the on-site inspection of the Jet Fuel Line system, ELM now anticipates a cost of $95,481 to decommission each block valve site. Each block valve site includes an underground caisson comprised of approx. 68 tonnes of concrete. ELM anticipates 24m3 of waste fluid (hydrovac slurry and wash fluids) to be disposed of at Tervita’s Langley facility. Each caisson site will require approximately 36m3 of backfill material, topsoil, seeding, and vegetation monitoring. Each block valve / caisson site will likely require five days to complete. Services required include: line locators; hydrovac; one-ton tool truck; one-ton picker truck; two-man labour crew; excavator c/w thumb; excavator c/w breaker; 68 tonnes concrete disposal; 24m3 waste fluid disposal; and approximately 36m3 backfill material.

	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.
	Response:
	10.9.1 If confirmed, please explain the type of work required and included in each of these cost estimates.
	Response:
	Fraser River Crossings
	$90,000 ($45,000/crossing) Special Treatment allocation covers the costs of cutting the risers on each side of the river, filling the pipeline at the two water crossings with cellular cement or other acceptable material, and cutting and plugging the pipe on each side of the river.
	In addition to the Special Treatment costs associated with the two crossings of the Fraser River, upon completion of the on-site inspection of the Jet Fuel Line system, ELM now anticipates a cost of $25,520 to decommission each riser site associated with a water crossing. Each riser site will likely require one day to complete, assuming no weather delays. Services required include: line locators; hydrovac; one-ton tool truck; one-ton picker truck; two-man labour crew; excavator c/w thumb; waste disposal; and approximately 10m3 backfill material. The total above-ground facilities decommissioning cost estimate for the two Fraser River crossings is $172,041 (three riser sites @ $25,520 and one caisson site at $95,481).
	Brunette River Crossing
	The total site-specific cost estimate for the decommissioning of the Burnette River Crossing is included in section 6(h) of the Final ELM Report. No special treatment costs are applied to this crossing.

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

	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.
	The salvage value of the Jet Fuel Line, if any, would be limited to credit for steel salvage at the KMJF Airport Terminal. For all other sites, ELM assumed that the net salvage value of steel would be zero due to the limited volume of steel at each site. 
	At the YVR terminal, ELM anticipates 145 tonnes of scrap steel. Credit allowed for prepared steel at Surrey is $130/tonne. The total credit under these assumptions would be $18,850. KMJF notes that steel disposal costs are included in the abandonment cost estimate for the KMJF Airport Terminal as part of Section 6(e): Above-Ground Facilities - KMJF Airport Terminal.  
	ELM does not believe that any additional salvage value would be applicable given the pipeline’s location and dedicated purpose. For surplus equipment, ELM assessed very limited salvage given the very limited pool of potential customers. 



	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.
	Response:
	Proper management of the abandonment fund is required to provide a reasonable opportunity to realize the assumed 3.5% return on funds collected for estimating the annual amount of abandonment funds to be collected through the collection mechanism.
	Management of the funds provides a direct benefit to shippers as the assumed return on funds results in a lower amount having to be collected from shippers each year, all else equal.
	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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