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A. APPLICATION OVERVIEW 

 Reference: APPLICATION OVERVIEW 
Exhibit B-4, BCUC IR 2.3, 11.7.1, 22.2.1 
Certificate of Public Convenience and Necessity (CPCN) 

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 2.3, Pacific 
Northern Gas Ltd. (PNG) states 

PNG expects to file a CPCN application (or multiple CPCN applications depending on the 
timing and outcome of the RECAP) for any material capital expenditures required to 
satisfy the demand for capacity contracted via the RECAP process. However, a possible 
(though unexpected) outcome of RECAP process is the contracting of only a small 
portion of PNG’s available capacity (e.g. ~15 MMSCFD or less) where such demand could 
be satisfied without any material capital expenditures by PNG. In this case, PNG does 
not believe a CPCN application would be required. 

33.1 Please clarify what PNG considers to be “material capital expenditures” for the purpose of 
determining whether to file CPCN application(s) related to the Reactivated Capacity Allocation 
Process (RECAP).  

33.2 Please describe the potential circumstances under which PNG would file multiple CPCNs for 
capital expenditures related to the RECAP, as opposed to a single CPCN.  

 
In its response to BCUC IR 11.7.1, PNG states that it will “[c]onsult with the BCUC and the OGC prior to 
submission of CPCN and facility permit applications to confirm the information required in advance of 
completing the applications which should expedite the application review process.” 
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33.3 Does PNG intend on requesting an expedited review of any CPCN application related to the 

RECAP? If so, please discuss the potential circumstances under which this would occur. 

33.4 Please identify any issues with seeking approval of Rate Schedule (RS) 80 before the number of 
customers, delivery points, capital expenditures, and any other costs associated with the RECAP 
are known and a CPCN is granted.  

 
In its response to BCUC IR 22.2.1, PNG states that “In discussions with prospective bidders, toll certainty 
was a top priority.” 
 
33.5 Given the uncertainty regarding the scope of the Reactivation Project, please identify any 

potential risks associated with toll certainty for RS 80 customers.  

 Reference: APPLICATION OVERVIEW 
Exhibit B-4, BCUC IR 27–29 
Depreciation  

In its response to BCUC IR 27.11, PNG states: 

Based on historical practice and for administrative reasons, PNG proposes to continue to 
use the estimated physical life of its assets for determination of the depreciation rate. 
The majority of assets that will be used to provide service under RS 80 will be common 
assets; therefore the assets that are used to provide service to RS 80 customers are also 
used, on a common basis, to provide service to all other ratepayers in PNG’s service 
territory. For this reason, PNG does not believe it is possible to segregate assets into 
different pools for the purpose of setting depreciation rates that match the economic 
life (contract term) of its RS 80 TSAs. 

In its response to BCUC IR 29.1, PNG states with respect to the Large Volume 
Industrial Deferral Account (LVIDA):  

The only other alternative to the proposed deferral account treatment would be to have 
pools of the common assets attributed to the RS 80 customers be segregated and be 
subject to accelerated depreciations rates. As noted in the response to Question 27.11, 
PNG believes this approach would be impractical and unnecessarily complex. 

34.1 Please clarify if the assets that are the subject of reactivating, recommissioning and/or 
reinforcement activities related to the RECAP will be common assets to provide service to all 
PNG ratepayers. If yes, please provide details of the assets and how they will provide service to 
all PNG ratepayers.   

34.2 Please clarify if any new assets that are required as a result of the RECAP will be common assets 
to provide service to all PNG ratepayers. If yes, please provide details of the assets and how they 
will provide service to all PNG ratepayers.   

34.3 If no RECAP shippers extend contracts beyond the initial term of 20 years, please provide a 
description of any RECAP assets that will continue to be used to provide service to other 
ratepayers and a description of any RECAP assets that will no longer be used and useful under 
low, medium and high-volume scenarios.  

34.3.1 For any RECAP assets that will no longer be used and useful under the scenarios 
presented above, please describe the proposed accounting treatment of any stranded 
assets and the expected rate impact of this treatment for PNG’s existing ratepayers.  
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In its response to BCUC IR 27.10, PNG states: 

The depreciable life of the assets is a good proxy for the useful life of the assets. 
However, these are expected mean values, and in practice, the useful life of the new 
assets would be distributed over a range of years in a histogram. Other factors such as 
preventative maintenance can also impact the life of the assets. 

In its response to BCUC IR 27.14, PNG states that it “…will use the currently approved depreciation rates 
for its assets as per the last Depreciation Study which was conducted in 2017 and approved in the 
Decision on its 2018/19 Revenue Requirements Application. PNG also notes that depreciation studies 
are expected to be conducted approximately every five years.” 

 
34.4 Please provide the depreciation rates by asset class, based on the last Depreciation Study that 

was conducted in 2017, for the RECAP assets under a low, medium and high-volume scenario.    

34.5 Please explain if there are circumstances whereby the depreciation rate for specific PNG assets 
and/or a class of assets may be amended during the asset(s) life if the estimated useful life also 
changes. If not, please explain why not. If yes, please provide an illustrative example.  

The Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Master 
Glossary defines Useful Life as “The period over which an asset is expected to contribute directly or 
indirectly to future cash flows.” 
 
In its response to BCUC IR 27.7 PNG states:  

The LVIDA will provide flexibility to largely help ensure intergenerational equity and 
allow a better matching of the recognition of revenues with the recognition of costs. For 
example, if the RECAP process outcome is that the average life of the RS 80 TSAs is 30 
years rather than the minimum bid term of 20 years, less of the revenues from the TSA 
would be recorded in the LVIDA as revenue generation would occur over a longer period 
and more closely match the cost recognition period. 

In its response to BCUR IR 28.1, PNG states: 

PNG expects that the amortization method or amount of amortization may change over 
time as PNG will be attempting to utilize the LVIDA to provide the best matching of costs 
with expected revenues. PNG notes that expected revenues, in particular, may change 
over time as markets change. For example, RS 80 TSAs may get extended or the demand 
for transmission capacity on the PNG system may be such that the risk of stranded 
assets is very low allowing for expected additional future revenues to be taken into 
account when determining the appropriate amortization of the LVIDA. 

34.6 Based on the information available at present, please provide the estimated timeframe over 
which the RECAP assets are expected to contribute directly or indirectly to future cash flows.  

 Reference: APPLICATION OVERVIEW 
Exhibit B-4, Response to BCUC IR 1.2, 2.1, 2.2.2, 5.2 
System Expansion and Toll Premiums 

In response to BCUC IR 2.1, PNG states that “[i]n its RECAP application, PNG has used the term ‘major 
expansion’ to describe the scenario where its gas transmission mainline is fully looped with 24” or 
greater diameter pipe.”   
 
PNG further states while “system expansion options [resulting from the RECAP process] may involve 
significant capital investment, due to the magnitude of the capacity increases relative to existing 
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capacity PNG has not categorized these expansions as a ‘major expansion’.”  
 
In response to BCUC IR 2.2.2, PNG states: 

There may be some outcomes from the RECAP process which would require new 
facilities that cannot be economically justified at the Base Toll of $1.00/GJ.  In these 
circumstances, the new facilities would need to be justified by the toll that a RECAP 
shipper is prepared to pay. If the RECAP process elicits demand that would require new 
facilities that are not economically justified at the Base Toll, and RECAP shippers are not 
prepared to pay toll premiums that justify the required new facilities, PNG will not enter 
into contracts to provide capacity at that level and the new facilities would not be 
developed. 

Similarly, PNG states in response to BCUC IR 5.2: 

There is a scenario that can be foreseen whereby the capital investment is reliant on the 
value of the toll premiums submitted by bidders. This would be the case where the total 
demand for capacity is in excess of the available capacity. PNG would evaluate if the toll 
premiums warrant additional capital investments to meet such demand. 

35.1 Please provide an illustrative example of a potential system expansion outcome of the RECAP 
process which would require new facilities that cannot be economically justified at the Base Toll 
of $1.00/GJ. Please include the following information in the scenario description: 

• the contracted capacity; 

• delivery points; 

• scope of new facilities; 

• capital cost estimate; 

• the minimum toll premium required to economically justify this scenario; 

• and any other relevant information. 

35.1.1 Please provide a supporting financial analysis for the scenario presented above in the 
same format as the analysis provided in Confidential Exhibit B-2.  

35.2 Please identify the maximum contracted capacity that would be categorized as “system 
expansion” rather than “major expansion”. Please provide the following information to 
accompany this response: 

• Estimated capital cost to deliver this capacity; 

• the minimum toll premium required to economically justify proceeding with the work. 

35.3 Please specify the accuracy of capital cost estimates submitted in this Application Regarding 
Process for Allocation of Reactivated Capacity and Approval of Large Volume Industrial 
Transportation Rate (Application) and IR responses (e.g. AACE Cost Estimate Classification). 

 
B. REACTIVATED CAPACITY ALLOCATION PROCESS 

 Reference: REACTIVATED CAPACITY ALLOCATION PROCESS 
Exhibit A-3, Order G-191-19; Exhibit B-4, BCUC IR 8.2–8.4 
Consultation with Indigenous Nations 

By Order G-191-19, PNG was directed to provide formal notice of the Application, the Regulatory 
Timetable and the order to all potentially affected communities and Indigenous nations.  
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In response to BCUC IR 8.3, PNG states: “Once PNG determines the scope of the required facilities and 
reactivation process, PNG plans to commence consultation with those Indigenous Nations and 
communities that may be affected by the Reactivation Project.”  
 
In response to BCUC IR 8.3.1, PNG states: “In addition, as directed by the BCUC, PNG notes that it has 
notified the affected Indigenous Nations and communities of this Application and the RECAP process 
and has not received any feedback to date.” 

 
36.1 Please provide a copy of the formal notice that was provided to potentially affected 

communities and Indigenous nations in response Order G-191-19.  

36.1.1 Please include in the response above a) a list of the communities and Indigenous nations 
that PNG notified, including the contact person (if any) that the correspondence was 
addressed to; b) the manner in which the notice was provided; c) a description of what 
was included in the notice; and d) a chronology of any additional meetings, other 
communications and/or actions that PNG has had with these parties.   

36.2 Has PNG received any feedback from any communities and/or Indigenous nations regarding the 
RECAP and Reactivation Project since filing its responses to BCUC IR No. 1 in this proceeding? If 
so, please describe the content of this feedback.  

 Reference: REACTIVATED CAPACITY ALLOCATION PROCESS 
Exhibit B-1, pp. 13–14 
Evaluation of Bids  

In May 2013 the National Energy Board (NEB) issued its reasons for decision in the matter of the Trans 
Mountain Pipeline ULC Application Pursuant to Part IV of the National Energy Board Act for approval of 
the transportation service to be provided and the toll methodology to be applied on a future expanded 
Trans Mountain Pipeline System. The toll methodology referenced in the reasons for decision provides 
for the following: 

• 20-year Fixed Toll Component will be determined by applying a 10 percent (10%) 
discount to the adjusted 15-year Fixed Toll Component; and 

• Volume commitment discount of 7.5 percent (7.5%) on the Fixed Toll Component for 
contracts with volumes greater than or equal to 75,000 bpd.1 

37.1 Please discuss if PNG considered a toll methodology for RS 80 using a predetermined premium 
or discount to the Base Toll based on specific bid characteristics (e.g. length of contract, 
volume). Please include in the response any pros and cons associated with this type of 
methodology for the PNG RECAP, as compared to the Toll Premium methodology proposed in 
the Application, and ultimately why this type of toll methodology was not selected.  

 
C. TRANSPORTATION SERVICE AGREEMENT 

 Reference: TRANSPORTATION SERVICE AGREEMENT 
Exhibit B-1, Appendix B; Exhibit B-4, BCUC IR 11.5.3, 11.7.1 
Conditions Precedent  

With respect to the risks to PNG and its existing ratepayers if permit approvals are delayed or denied, in 

                                                           
1 NEB, Trans Mountain Pipeline ULC, Reasons for Decision dated May 2013, p. 21. Retrieved from 
https://apps.cer-rec.gc.ca/REGDOCS/Item/View/955985  

 

https://apps.cer-rec.gc.ca/REGDOCS/Item/View/955985
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its response to BCUC IR 11.5.3 PNG states: 

If permit approvals are delayed, it would result in a delay in the Commercial Operation 
Date (COD) and a corresponding delay in revenues being received from new customers. 
If permits are denied and PNG must terminate the TSA [Transportation Service 
Agreement], the draft form TSA provides that PNG, not the Shipper, shall be responsible 
for all costs incurred by PNG with respect to the Reactivation Project, which costs PNG 
would intend to recover from existing customers subject to requisite approvals from the 
BCUC. 

38.1 If any of the conditions precedent are not satisfied by the dates set out in Conditions 4.4(a) of 
the TSA due specifically to a delay in receiving approvals, please confirm or otherwise explain 
that a potential outcome is that the TSA may be terminated in accordance with Section 4.5. 

 
In response to BCUC IR 11.7.1, PNG states: 

…if delays in achieving the Conditions Precedent create such uncertainty that PNG 
cannot, in good faith, waive the Condition Precedent at the date at which it was 
required to be met, there is a risk that PNG will have to terminate the TSA and the 
expected benefits therefrom will not be realized. 

38.2 Please discuss the circumstances under which PNG would waive a condition precedent that is 
not satisfied by the date outlined in Section 4.4(a) of the TSA.  

 
D. TRANSPORTATION RESERVATION AGREEMENT 

 Reference: TRANSPORTATION RESERVATION AGREEMENT 
Exhibit B-1, p. 28 
Reservation Fees 

On page 28 of the Application, PNG states that it “… also plans to record the reservation fees to be 
collected from prospective shippers who have executed TRAs into the LVIDA.” 

 
39.1 Please clarify if all initial reservation fees and reservation extension fees that are not credited to 

the demand charges payable under a TSA will be to the benefit of PNG’s existing ratepayers or 
not.  

 

 Reference: TRANSPORTATION RESERVATION AGREEMENT 
Exhibit B-1, pp. 15–18; Appendix D 
Previously Approved TRAs 

On page 15 of the Application, PNG states the following regarding the TSA: 
 

A Service Agreement for Firm Transportation Service was last reviewed by the BCUC 
during the regulatory proceeding for PNG’s Application for a Certificate of Public 
Convenience and Necessity to Construct and Operate an Interconnecting Pipeline 
between Kitimat and Douglas Channel which was approved on October 9, 2015 under 
Order C-10-15. The TSA was attached to the approved TRA between PNG and EDFT. 
 
PNG used this approved TSA as the basis for the draft TSA for the proposed Rate 
Schedule 80 Tariff (see Appendix B). 
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Further, on page 18 of the Application PNG states that “PNG has made use of the GTCs incorporated 
into the draft EDFT TSA as the basis for the General Terms and Conditions – Industrial Transportation 
Service for the proposed Rate Schedule 80 Tariff (see Appendix E).” 

 
40.1 Please clarify if the draft form Transportation Reservation Agreement (TRA), attached as 

Appendix D, is based on a TRA previously approved by the BCUC. If yes, please provide the 
following: 

• details of the previously approved TRA 
• a blacklined copy of the current draft form TRA, highlighting the differences 
• An explanation for any significant changes made. 

40.2  If no, please explain why not.  

 
E. GENERAL TERMS AND CONDITIONS 

 Reference: GENERAL TERMS AND CONDITIONS 
Exhibit B-4, BCUC IR 19.5 
Credit Requirements 

In its response to BCUC IR 19.5, PNG states that “PNG believes it is appropriate to require audited 
financial statements on an annual basis and proposes to amend the draft GTCs to remove the provision 
allowing the option for delivery of unaudited financial statements.” 

 
41.1 Please provide a blacklined copy of the amended draft General Terms and Conditions (GTCs) 

including the proposed change referenced in the response to BCUC IR 19.5. 

 Reference: GENERAL TERMS AND CONDITIONS 
Exhibit B-4, BCUC IR 7.5, 19.6; Exhibit B-1, p. 18; Appendix E, Section 17.8 
Additional Credit Support 

In its response to BCUC IR 7.5, PNG states: 

As noted in Section 17.8 of the proposed GT&Cs, PNG has suggested that credit support 
requirements, in the event of a system reinforcement project, will be negotiated 
between PNG and the shipper with the base requirement being that the shipper will 
provide a letter of credit for its pro rata share of the cost of the additional facilities. 

If PNG and the shipper cannot agree on the credit support requirements in these 
circumstances, the shipper will be able to apply to the BCUC to provide credit support at 
a reduced level from the base requirements and PNG will require credit support from 
the shipper as so directed by the BCUC. 

Section 17.8 of the revised GTCs reads as follows:  

Notwithstanding the provisions of this Article 17, the credit requirements may be 
subject to more extensive conditions to support the development and construction, by 
Transporter, of required additional facilities for Transporter to meet its obligations to 
provide Service to Shipper under the Service Agreement. Such more extensive credit 
requirements, if any, will be specified by Transporter to Shipper following either 
agreement between Shipper and Transporter, or as directed by the BCUC. Such credit 
requirements may include the requirement for an Approved Letter of Credit not to 
exceed Shipper’s pro rata share of the cost of the required additional facilities. 
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42.1 Please explain why the base requirement referenced in the response to BCUC IR 7.5, being that 
the shipper will provide a letter of credit for its pro rata share of the cost of additional facilities, 
is not an explicit requirement in the GTCs rather than something that “may” be required.    

42.1.1 Please clarify if PNG will seek additional credit support from both creditworthy and non-
investment grade Shippers in accordance with Section 17.8 of the revised GTCs.  

42.1.2 Please discuss if there are any issues and/or considerations with including the base 
requirement, being that the shipper will provide a letter of credit for its pro rata share of 
the cost of additional facilities, as an explicit requirement in the GTCs for instances 
where a system reinforcement project is undertaken.  

42.2 Please identify any specific circumstances under which a Contribution in Aid of Construction 
(CIAC) would be required for the Reactivation Project.  

 
On page 18 of the Application, PNG lists modifications to the previously approved GTCs, including: 
 

Article 1 – Definition of Credit Support: this has been simplified to require an 
approved Letter of Credit for an amount equal to 3 months of the Shipper’s 
anticipated monthly toll charges as credit support in the event that the Shipper has 
a Minimum Acceptable Rating or 12 months in the event that the Shipper does not 
have the Minimum Acceptable Rating. 
 
Article 1 – Definition of Minimum Acceptable Rating – has been modified from 
“Baa2” to “Baa3” for Moody’s ratings and from “BBB” to “BBB(low)” for DBRS 
ratings to reflect a lower acceptable credit rating. 

 
42.3 Please discuss the potential impacts on the outcome of the RECAP if the credit requirements in 

the GTCs, including the definition of credit support and the minimum acceptable rating, are 
maintained as they were in the previously approved GTCs. 

In response to BCUC IR 19.6, PNG states: 

On an annual basis PNG will request the annual ratings reports for Shippers. PNG will 
also ensure on a quarterly basis that rating agencies have not downgraded any of the 
Shippers. PNG also plans to review the annual financial statements of Shippers, which 
will be likely be audited as part of the Shippers rating agency requirements. 

42.4 If PNG were directed to provide compliance filings to the BCUC regarding its credit monitoring 
activities related to RS 80 ratepayers, please provide details of any timing and content 
considerations.   

 
F. NEW LARGE VOLUME INDUSTRIAL TRANSPORTATION RATE (RS 80) 

 Reference: RATE SCHEDULE 80 
Exhibit-4, BCUC IR 2.2.2; Utilities Commission Act, RSBC 1996, chapter 473, section 
59(5) 
Toll Premiums 

In response to BCUC IR 2.2.2, PNG states: 

There may be some outcomes from the RECAP process which would require new 
facilities that cannot be economically justified at the Base Toll of $1.00/GJ.  In these 
circumstances, the new facilities would need to be justified by the toll premium that a 
RECAP shipper is prepared to pay.  If the RECAP process elicits demand that would 
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require new facilities that are not economically justified at the Base Toll, and RECAP 
shippers are not prepared to pay toll premiums that justify the required new facilities, 
PNG will not enter into contracts to provide capacity at that level and the new facilities 
would not be developed. 

Section 59(5) of the Utilities Commission Act (UCA) reads: 
 

In this section, a rate is "unjust" or "unreasonable" if the rate is 

(a) more than a fair and reasonable charge for service of the nature and quality 
provided by the utility, 

(b) insufficient to yield a fair and reasonable compensation for the service provided by 
the utility, or a fair and reasonable return on the appraised value of its property, or 

(c) unjust and unreasonable for any other reason. 
 
43.1 Please clarify if and when PNG will seek BCUC approval of any toll premiums once there are 

executed TRAs and/or TSAs.  

43.2 In instances where there are new facilities required as a result of the RECAP that cannot be 
economically justified at the Base Toll of $1.00/GJ, does PNG consider that the Base Toll on its 
own is not an unjust or unreasonable rate? Please discuss.  

 
On page 26 of the Application PNG states that it “proposes that the Toll Premium remain fixed for the 
duration of the contract term and any contract renewals.” 
 
In its response to BCUC IR 23.2, PNG states: 

PNG’s analysis of revenue to cost ratios for the RS 80 toll suggests that it will meet all of 
the requirements of Section 59 of the UCA. PNG notes that its current analysis of 
revenue to cost ratios for all other customer classes indicates that some rate 
rebalancing may be in order. It is PNG’s recommendation and plan to undertake a full 
rate review study and submit an application for any rate rebalancing indicated as 
desirable by the study, following the completion of the RECAP process and after the 
conversion of TRAs into TSAs or the termination of the TRAs executed following the 
RECAP process. 

Section 59(1) of the UCA states: 
 

A public utility must not make, demand or receive 
 
(a) an unjust, unreasonable, unduly discriminatory or unduly preferential rate for a 

service provided by it in British Columbia, or 
 

43.3 Please elaborate on the reasons why PNG proposes that the Toll Premium remain fixed for the 
duration of the contract term and any contract renewals.  

43.4 If future rate rebalancing indicates the need to either increase or decrease RS 80 rates, please 
discuss any issues and/or considerations related to having a fixed Toll Premium and any 
associated mitigating factors.   

43.5 Assuming the Base Toll and PNG’s other rates will be periodically adjusted for changes in PNG’s 
cost of service, please identify any issues related to Section 59(1) of the UCA with having a fixed 
Toll Premium.  

43.6 Please discuss if there are any specific issues and/or consideration related to having a Fixed Toll 
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Premium in instances where new facilities are required that are economically justified based on 
the Toll Premium.  

 

 Reference: RATE SCHEDULE 80 
Exhibit B-4, BCUC IR 22.5, 23.2 
Rate Design 

In its response to BCUC IR 22.5 PNG states that it “has attempted to provide a reasonable amount of 
rate certainty for the RS 80 bidders to maximize the interest and the value of the service.” 

 
In its response to BCUC IR 23.2, PNG states: 

PNG’s analysis of revenue to cost ratios for the RS 80 toll suggests that it will meet all of 
the requirements of Section 59 of the UCA. PNG notes that its current analysis of 
revenue to cost ratios for all other customer classes indicates that some rate 
rebalancing may be in order. It is PNG’s recommendation and plan to undertake a full 
rate review study and submit an application for any rate rebalancing indicated as 
desirable by the study, following the completion of the RECAP process and after the 
conversion of TRAs into TSAs or the termination of the TRAs executed following the 
RECAP process. 

 
44.1 Please provide the results of PNG’s analysis of the revenue to cost (R/C) ratio for RS 80, including 

the estimated R/C ratio for the customer class.  

44.1.1 Please confirm, or explain otherwise, that the analysis provided above includes all 
allocated costs to provide service to RS 80 customers, rather than only the incremental 
cost of providing service to this customer class.  

44.2 Please provide the results of PNG’s analysis of the revenue to cost ratios for all customer classes.  

44.2.1 Please discuss the expected impact of introducing RS 80 on the R/C ratios and future 
rate rebalancing for PNG’s other customer classes.  

44.3 Please discuss the impact that any future rate rebalancing is expected have on the RS 80 rate.  

44.4 If future rate rebalancing indicates the need to either increase or decrease RS 80 rates, please 
discuss any issues and/or considerations related to RS 80 toll certainty and any associated 
mitigating factors.   

 

 Reference: RATE SCHEDULE 80 
Exhibit B-1, p. 23; Exhibit B-4, BCUC IR 2.2.2 
Rate Design 

On page 23 of the Application, PNG states:  
 
PNG has evaluated the cost of transportation under various potential outcomes of the 
RECAP process, each with its own associated incremental capital and operating cost 
estimate, and subscribed firm capacity. While the outcome of the RECAP is unknown at 
this time, PNG has set a Base Toll for Rate Schedule 80 that will recover more than the 
incremental cost of service associated with providing service to large volume industrial 
transportation customers in all potential outcomes. In all possible outcomes of the 
RECAP, all classes of existing customers stand to benefit from the additional revenues 
from Schedule 80 shippers through lower, and in some cases significantly lower, delivery 
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rates. 
 

In its response to BCUC IR 2.2.2, PNG states: 

PNG’s extensive analysis of possible outcomes of the RECAP process suggests that the 
proposed Base Toll of $1.00/GJ, in most scenarios where new facilities are required, 
would not only result in a fair recovery of costs from the RS80 class but would also result 
in material rate reductions for PNG’s existing customers. However, there may be some 
outcomes from the RECAP process which would require new facilities that cannot be 
economically justified at the Base Toll of $1.00/GJ. In these circumstances, the new 
facilities would need to be justified by the toll premium that a RECAP shipper is 
prepared to pay. If the RECAP process elicits demand that would require new facilities 
that are not economically justified at the Base Toll, and RECAP shippers are not 
prepared to pay toll premiums that justify the required new facilities, PNG will not enter 
into contracts to provide capacity at that level and the new facilities would not be 
developed. 

45.1 Please explain if PNG has conducted an analysis of various potential outcomes of the RECAP 
process using all allocated costs to provide service to RS 80 customers, rather than only the 
incremental cost of providing service to this customer class. If yes, please provide the results of 
the analysis.  

45.1.1 If the answer to the preceding IR is no, please elaborate on why PNG considers an 
analysis based on the incremental cost of service rather than all allocated costs to 
provide service to RS 80 customers to be appropriate. 

 Reference: RATE SCHEDULE 80 
Exhibit B-1, p. 23; Exhibit B-4, BCUC IR 1.2, 21.2, 24.1 
Rate Design 

In its response to BCUC IR 21.2, PNG states: 

…PNG and Methanex coined the term “load retention rate” to indicate that the agreed 
transportation rate varied from the rate that would apply under BCUC approved cost-
based rate-making principles. This situation was somewhat analogous to the lower “by-
pass rates” that the BCUC had been approving, in that same time period, for utility gas 
service to industrial customers in other parts of the province. These by-pass rates were 
approved by the BCUC in order for the utility to retain those customers rather than 
having them construct their own facilities to connect directly to the Westcoast Energy 
transmission system. 

In its response to BCUC IR 1.2, PNG states: 

A preliminary estimate of the cost to construct facilities to carry an incremental 220 
MMSCFD (i.e. 300 less the 80 of existing available capacity) would have required a toll 
that was well in excess of $2.00/GJ. PNG determined that this was substantially above 
the level that the developers had indicated would be required to economically allow 
them to proceed with their projects. 

In its response to BCUC IR 24.1, PNG states: 

For the reactivation capacity process contemplated in the RECAP, PNG has proposed a 
Base Toll that is fair and reasonable and has left the opportunity for bidders to include a 
toll premium. PNG did not want to eliminate customers who were not able to make 
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their projects economic at tolls of $1.25/GJ to $1.50/GJ when there may be other 
benefits realizable from those customers (such as relatively short development periods). 

46.1 For the shippers that have expressed interest in participating in the RECAP, are there any viable 
and cost-effective alternatives to using PNG’s system? Please discuss.  

46.2 Have prospective participants in the RECAP indicated to PNG the upper limit of the RS 80 rate 
that would be economical for them to proceed with their projects? If so, please provide details.  

46.3 Please discuss whether the determination made during the Multi-Lateral Process that a 
$2.00/GJ toll would be considered economically prohibitive for developers to proceed with 
projects is relevant to the current RECAP process. 

 

 Reference: RATE SCHEDULE 80 
Exhibit B-4, BCUC IR 20.4, 21.6 
Fixed Charge 

In its response to BCUC IR 20.4, PNG states: 

The toll for the RS 80 service is a demand charge that applies to the contracted quantity 
under the TSA regardless of the volume actually transported under the TSA. Therefore, 
the substantial majority of the payments made by shippers under the TSAs will comprise 
fixed demand charges that do not vary with the volume transported making an 
additional fixed charge unnecessarily more complex. 

In its response to BCUC IR 21.6, PNG states: 

… its contract with BC Hydro is purely interruptible so that BC Hydro only pays a toll for 
gas actually delivered each year, although PNG acknowledges that BC Hydro pays a fixed 
charge intended to partially cover the cost of the customer specific facilities developed 
by PNG in order to serve BC Hydro. 

47.1 From PNG’s perspective, please describe the purpose of the fixed charge and the delivery charge 
in designing rates, including a discussion of the types of costs that each charge is intended to 
recover.  

47.2 Please clarify if general rate increases are applied to both the fixed charge and the delivery 
charge. If not, please discuss if there are any issues with not having an RS 80 fixed charge and 
any mitigating factors.  

 

 Reference: RATE SCHEDULE 80 
Exhibit B-4, BCUC IR 22.1, 22.3.2; UCA, section 59(1) 
Fixed Base Toll  

In its response to BCUC IR 22.1, PNG states: 

PNG recognizes that there are potential risks associated with PNG’s proposal to fix the 
Base Toll of $1.00/GJ until the last Service Commencement Date of all Shippers. The risk 
that PNG has identified is the potential for unforeseen capital costs once the base toll 
has been implemented and until the last Service Commencement Date of all shippers. 

PNG believes that this risk can be mitigated through the creation and use of the Large 
Volume Industrial Deferral Account (LVIDA).  
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In its response to BCUC IR 22.3.2, PNG states: 

PNG understands that it would be desirable to have a maximum length of time for which 
the RS 80 rate is fixed at $1.00/GJ prior to it becoming rolled-in with all other rate 
classes. For that reason, PNG is prepared to amend its bid documents to specify the 
latest acceptable commencement date for service which it suggests should be 5 years 
from the bid date. 

48.1 Please elaborate on why PNG considers 5 years to be an appropriate length of time for RS 80 to 
be a fixed rate, versus some other length of time.  

48.2 Please discuss the expected impact, if any, that having a rolled in rate from the beginning, rather 
than a fixed rate for a specified period, would have on the outcome of the RECAP.  

48.2.1 Would PNG proceed with the RECAP if RS 80 was approved as a rolled in rate from the 
beginning, rather than a fixed rate for a set time? Please discuss.  

48.3 If there are unforeseen capital costs during the time when RS 80 is a fixed rate, as noted in 
response to BCUC IR 22.1, does this mean that there could potentially be upward pressure on 
rates until TSAs go into service and in the absence of the LVIDA? Please discuss the 
circumstances under which this could occur.  

 
Section 59(1) of the UCA states: 
 

A public utility must not make, demand or receive 
 
(b) an unjust, unreasonable, unduly discriminatory or unduly preferential rate for a 

service provided by it in British Columbia, or 
 
48.4 Given the uncertainty regarding the outcome of the RECAP, including the costs of the 

Reactivation Project and the timing of agreements with Shippers, please identify any issues 
related to Section 59(1) of the UCA with fixing the Base Toll for a specified period.  

 Reference: RATE SCHEDULE 80 
Exhibit B-4, BCUC IR 25.4 
Interruptible Rate 

In its response to BCUC IR 25.4, PNG states that “PNG has concluded that it would be wise to seek 
approval of a separate rate schedule for the Large Volume Industrial Transportation Interruptible Rate 
and will amend the required agreements and schedules as required to reflect this.” 

 
49.1 Please provide a blacklined copy of the amended agreements and schedules to include the 

separate rate schedule for the Large Volume Industrial Transportation Interruptible Rate.  
 

G. LARGE VOLUME INDUSTRIAL DEFERRAL ACCOUNT 

 Reference: LARGE VOLUME INDUSTRIAL DEFERRAL ACCOUNT 
Exhibit B-1, pp. 27–28  
Existing Deferral Accounts 

On page 27 of the Application, PNG states: 

Pending the outcome of the RECAP, PNG plans to record a portion of the revenues to be 
received from the contracted shippers executing TSAs as well as all the reservation fees 
to be received from potential shippers that execute TRAs into this deferral account. PNG 
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notes that the amortization of this account would be to the benefit of ratepayers. 

50.1 Please provide details of any existing PNG deferral accounts where option fees and/or 
reservation fees are recorded.  

 
On page 28 of the Application, PNG states that “[t]he amortization of this account would be to the 
benefit of existing ratepayers and would not apply to Rate Schedule 80 customers.” 
 
50.2 Please provide an illustrative example of how the amortization of the LVIDA would be to the 

account of PNG’s existing ratepayers and not to RS 80 customers.  
 

H. REACTIVATION PROJECT DEVELOPMENT COSTS 

 Reference: REACTIVATION PROJECT DEVELOPMENT COSTS 
Exhibit B-4, BCUC IR 11.10 
Rate Impact   

In response to BCUC IR 11.10, PNG states: 

As requested in the Application, PNG has proposed to initiate limited development of 
the Reactivation Project prior to execution of TSAs in order to meet expected timelines 
of certain project developers. In the scenario where either a Permit is not forthcoming 
or PNG is not able to arrange the necessary rights-of-way or land access agreements and 
PNG must cancel all of the TSAs and TRAs that have been executed, PNG expects it will 
have incurred up $1.0 Million in expenses that it will seek to recover from its ratepayers. 

51.1 Please describe the circumstances, if any, under which PNG may incur and include in the 
Reactivation Project Development Costs deferral account expenses greater than $1 million.  

51.2 Please provide the rate impact if $1 million in expenses related to initial works for the 
Reactivation Project are recovered from PNG’s existing ratepayers.  

 Reference: REACTIVATION PROJECT DEVELOPMENT COSTS  
Exhibit B-4, BCUC IR 31.1, 31.1.2 
Reactivation Project Development Costs  

In response to BCUC IR 31.1, PNG provides a breakdown of costs for the early stage work.  
 
In response to BCUC IR 31.1.2, PNG states: 

PNG believes that the $1 million estimate is expected to be enough to complete the 
FEED [Front-End Engineering and Design] work for the moderate volume scenario, but 
likely not enough for the high volume scenarios. FEED costs do vary in terms of cost 
makeup (pipelines, facilities, integrity work), but are generally somewhere between 3-
5% of the total installed cost (TIC)…The $1 million will provide approximately 4-6 
months funding.  It will be critical to advance this work early, because PNG is completing 
its auction process, executing TSA’s, and working on its CPCN application.  If PNG 
contracts customers for the high volume scenario, then PNG may look for opportunities 
for backstop agreements from shippers to supplement the $1 million in funding. All of 
the work for the moderate scenarios will also be needed for the high volume scenarios. 

52.1 Using the same format as the table provided in response to BCUC IR 31.1, please provide a cost 
estimate to complete the FEED and other early stage work under a high-volume scenario. 

52.2 Using the same format as the table provided in response to BCUC IR 31.1, please provide details 
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of any actual FEED and other early stage costs incurred to date.  

 Reference: REACTIVATION PROJECT DEVELOPMENT COSTS 
Exhibit B-4, BCUC IR 4.3, 11.10 
Backstop Agreements 

In response to BCUC IR 4.3, PNG states: 

PNG entered into an agreement with Triton, whereby PNG Pre-FEED costs were 
backstopped if the Triton project did not proceed. PNG’s existing customers were 
therefore insulated from the risk of recovering these costs. 

In response to BCUC IR 11.10, PNG states: 

PNG expects there may be circumstances where a Shipper wishes PNG to achieve an 
accelerated in-service date which could not be achieved without PNG taking on 
additional risk exposure by accelerating certain tasks (e.g. commencing FEED prior to 
the TSA approval). In these circumstances PNG will require the Shipper to provide a 
backstop for the accelerated development and construction costs. 

53.1 Please provide further detail regarding the terms and obligations of a potential backstop 
agreement with a RECAP shipper.   

53.1.1 Please provide information regarding the timing of entering into a backstop agreement.  

53.2 Please explain, with supporting rationale, whether PNG has considered the need to enter into 
backstop agreements related to FEED or other early stage work in the case of either a low or 
medium volume scenario.  
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