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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).  

Response: 
 
PNG will follow its current practices in determining whether a standalone CPCN application is required 
taking into account the BCUC’s directives as outlined in the 2018-2019 Revenue Requirement Decision.  
In that Decision, the BCUC directed PNG, in accordance with Section 45(6) of the UCA, to file with the 
BCUC at least once a year a report of all planned significant system modifications or additions.  In its 
recently filed 2020-2021 Revenue Requirements Application, PNG has proposed a process to respond 
to this BCUC directive.  Historically, PNG has filed CPCN applications for capital projects that are greater 
than $1 million and that have not been approved in its revenue requirements applications. 
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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.  

Response: 
 
If customer requested in-service dates are spread significantly apart, PNG believes that it may make 
sense to treat each required increase in capacity as a separate capital project.  If, for example, PNG 
can defer the work required for a customer with a more distant requested in-service date, without an 
adverse overall cost impact, PNG would submit a CPCN application for this work at  later date, which 
would also provide savings in AFUDC to the benefit of all customers. 
 
More importantly, it would not be prudent for PNG to incur expenditures to obtain a CPCN to develop 
capacity for a customer who has only signed a TRA.  PNG does not plan to incur costs related to 
providing service to that customer until that customer has exercised their option and executed a TSA, 
unless that customer provides a backstop for PNG’s costs.  In these circumstances, PNG expects there 
would be multiple CPCN applications related to the RECAP process. 
 
 
 

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.” 
 
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. 

Response: 
 
PNG may request an expedited review of a CPCN application depending on the outcome of the RECAP 
process.  For example, one customer may require an in-service in the very near future which PNG 
determines can be accomplished without any adverse cost or other impacts to the overall project and 
to other customers who successfully participate in the RECAP process.  Under this scenario, depending 
on the timeline, PNG may request an expedited review to meet the customer’s needs. 
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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.  

Response: 
 
There are a range of possible outcomes associated with the RECAP process, but the alternative of not 
having an applicable rate is unworkable.  PNG strongly believes that customers would not commit to 
any service whatsoever unless there is reasonable certainty with the rate that will apply to that service.  
 
In the context of this uncertainty, PNG has reviewed a wide range of potential outcomes with respect 
to numbers of customers, delivery points and contract demands.  PNG has also estimated the capital 
costs for the range of potential outcomes with sufficient detail to offer reasonable certainty on the 
associated tolls.  The results of this analysis have been provided in its Application and supplemented 
through the information request process.  As a result of this analysis, PNG submits the Commission has 
a solid foundation to conclude that the RS 80 rate will represent a fair and reasonable rate across all 
possible RECAP outcomes. 
 
 

 
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.  

Response: 
 
PNG has attempted to balance the risks of the Reactivation Project and the design of the RS 80 toll.  As 
explained in the RECAP Application, the scope of the Reactivation Process is subject to the uncertainty 
of the economics and the extensive development risks faced by the project proponents which have 
expressed interest in capacity under the RS 80 toll.  By providing RS 80 toll certainty for a limited time, 
not only will PNG avoid certain undesirable toll outcomes as discussed in the response to BCUC IR No.1, 
Question 20.3, but PNG expects that the projects vying for transmission capacity will become more 
financeable. 
 
Reducing the risk for these projects will increase their likelihood of success and therefore increase the 
likelihood that PNG’s existing customers will enjoy the benefits from increased deliveries on its system.  
In its Application and in response to information requests, PNG’s analysis shows that the Reactivation 
Project will provide benefits to its existing customers. 
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 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.   

Response: 
 
As noted in the RECAP Application, PNG has proposed that any customer-specific facilities that may be 
required, such as laterals from PNG’s transmission pipeline to a project site, will be developed and 
tolled independently of the RS 80 service.  All facilities subject to reactivation, recommissioning or 
development under RECAP will handle gas flows which are not specific to any one customer.  For 
example, the recommissioning of PNG’s R2 compressor station will result in a substantial majority of 
the gas delivered on the PNG system flowing through and being compressed at that station; only 
deliveries to customers upstream of R2 would not be subject to compression at R2.  
 
In other words, it is not just gas destined for the RS 80 customers that would be subject to compression 
at R2.  This circumstance will apply to all RECAP facilities, including the other compressor stations which 
may be recommissioned under RECAP, as well as any reactivated pipeline loops or extensions of such 
pipeline loops.  A portion of all gas will travel on the pipeline loops, whether these are existing loops 
or new extensions of the loops via a reinforcement project, and a portion will travel on the existing 
transmission line.  There will be no loops or reinforcement projects under RECAP that will be 
committed solely to one or more RS 80 customers.   
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The fact that the RECAP facilities will be common facilities is best demonstrated by an example of a 
future event which causes a disruption on facilities which are currently not deactivated.  If there were 
to be a line break in a section of pipe that is parallel to a reactivated loop, the reactivated loop would 
be used to provide service to all of PNG’s customers to the extent feasible, typically with firm core 
market customers receiving priority service; it would not just be RS 80 customers receiving service in 
this situation.  Similarly, if the existing compressor in use at R1 were to fail, the RS 80 customers would 
not receive priority delivery service on the basis that the other recommissioned compressor stations 
were ‘RS 80 facilities’ and not common facilities for use by all customers. 
 
 

 
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.   

Response: 
 
Projects involving the construction of new facilities to accommodate additional volumes under the 
RECAP process would be classified by PNG as reinforcement projects.  As noted in the response to 
Question 34.1, customer-specific facilities will be handled outside of the RECAP process.  Otherwise, 
these new facilities under RECAP would be common facilities, as described in the response to Question 
34.1. 
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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.  

Response: 
 
PNG expects that its response to the unlikely scenario described above would be similar to its response 
when Methanex terminated its contract in early 2006.  PNG would review which facilities could be 
decommissioned or deactivated to reduce its cost of service without jeopardizing its ability to provide 
safe and reliable service to its remaining customers.  It may be that the same facilities that were 
reactivated or recommissioned under RECAP would be those identified again for deactivation and 
decommissioning, however this cannot be absolutely determined at this time.  In 2006, PNG 
deactivated segments of its transmission line solely because it could obtain substantial relief on 
assessments of, and therefore property taxes applicable to, those segments of line per the provisions 
of the existing Assessment Act Regulations.  Changes in these regulations could impact the decision on 
which, if any, transmission pipe would be deactivated. 
 
As another example of the difficulty in determining which assets would remain in service under the 
scenario proffered, it may be that unit 2 at compressor station R1, which is currently decommissioned, 
may be better fit for ongoing service at the end of the life of the RS 80 contracts than unit 1 which is 
currently in use.   
 
Finally, it would be unlikely that any reinforcement project under RECAP would be deactivated at the 
end of the life of the RS 80 contracts.  A reinforcement project, with an extension of an existing loop, 
would involve pipe that is more than 50 years newer and presumably in better condition with less risk 
of failure, than the existing pipe that it parallels.  It would make much more sense to keep the new 
facilities in service and to deactivate the existing pipe. 
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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.  

Response: 
 
PNG does not expect that any RECAP assets would be retired from service under the scenario 
described.  PNG, for the benefit of its customers and itself, would want an ongoing opportunity to seek 
new customers for the capacity available on its transmission system.  PNG expects that any RECAP 
assets which are deemed to be no longer used and useful, would be retired under the normal course 
of business and would follow the same regulatory and accounting treatment that is afforded all other 
assets which are retired. 
 
PNG acknowledges that if it is not successful finding new customers for the capacity made available 
when the RS 80 contracts expire, rates to its existing customers would need to increase.  For this 
reason,  PNG has suggested the use of the LVIDA to mitigate the rate impact on other customers under 
a scenario where RS 80 customer contracts terminate and PNG is unsuccessful finding new customers 
to contract the available capacity.   
 
The other important consideration is that PNG has designed the RS 80 rate and all of its investment 
criteria under the RECAP process so that existing customers will never be worse off for PNG having 
undertaken the RECAP process and executed contracts with RS 80 customers.  Even if the RS 80 
customers don’t renew their contracts at the end of their initial term, PNG’s analysis shows that 
existing customers would not have been better off if PNG hadn’t undertaken the RECAP process.  In 
fact, PNG expects that its existing customers will realize substantial benefits when PNG contracts with 
RS 80 customers as proposed in its application. 
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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.    

Response: 
 
Based on the last Depreciation Study that was conducted in 2017, the depreciation rates by asset class 
are as follows: 

 Transmission Mains (BCUC Code 465) -  65 year depreciable life or 1.5385% annual 
depreciation rate 

 Compressor Equipment (BCUC Code 466) – 35 year depreciable life or 2.8571% annual 
depreciation rate. 

 
The above depreciation rates were used in each of the low, moderate and high volume scenarios for 
the financial analysis submitted with the Application.  
 
 

 
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.  

Response: 
 
PNG cannot determine at this time if there are circumstances whereby the depreciation rate for 
specific PNG assets or class of assets may be amended during the asset life.  PNG expects to continue 
to undertake a depreciation study every five years or so which may result in changes to depreciation 
rates for PNG asset classes.  In general, PNG does not have depreciation rates for specific assets, rather 
it has depreciation rates that apply to the asset classes specified under the BCUC uniform system of 
accounts.  
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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.  

Response: 
 
At present, PNG has no reason to believe that the RECAP assets will not contribute to future cash flows 
over their full physical life, with the useful life then being equal to the physical life of the assets.  PNG 
is not aware that any of the project developers interested in obtaining RECAP capacity are planning to 
shut down their projects at the end of their initial contract term for transportation service.  However, 
the cash flows generated by the RECAP process are expected to be substantial relative to the cash 
flows generated by PNG’s existing customers.   PNG believes that it should plan conservatively to avoid 
a repeat of the circumstances that occurred when Methanex terminated its operations in Kitimat.  
Therefore, PNG has proposed the LVIDA and in the future expects it will propose amortization of the 
LVIDA taking into account the actual term of the TSAs entered into under the RECAP process.  The 
downside risks associated with assuming that RECAP TSAs will be extended beyond their initial term is 
simply too large to ignore even with PNG’s reasonable expectation of that event occurring. 
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 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 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. 
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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. 

Response: 
 
PNG provides the following 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: 

 Contracted capacity: 120 MMSCFD.  

 Delivery points:  This illustrative scenario assumes 55 MMSCFD of contracted capacity to be 
delivered to Prince Rupert and 65 MMSCFD of contracted capacity to be delivered to Kitimat. 

 Scope of new facilities:  In addition to the full reactivation and recommissioning of its existing 
pipeline system and compressor stations, including the rebundling of some if its existing 
compressors, PNG would construct 160 km of 12-16” looping downstream of the R1, R2, R3, 
R4 compressor stations, as well as add new compression facilities at R5 (Terrace) and R6 
(Salvus).  

 Capital cost estimate: ~$500 million.  This is based on a Class V estimate of $400 million to 
which PNG has added 25% for the purpose of this illustrative example.  PNG also notes that 
this estimate could change significantly in the future as it is refined.    

 The minimum Toll Premium required to economically justify this scenario: The minimum Toll 
Premium required to economically justify this illustrative scenario using the mains extension 
test is approximately $0.32/GJ. 

 
Under this illustrative example of an uneconomic scenario, PNG has assumed the need for significant 
capital to loop its pipeline for a 20-year contract for volumes of 120 MMSCFD at the Base Toll of 
$1.00/GJ.   
 
This illustrative scenario would not be economically justified.  PNG would require prospective 
shipper(s) to agree to an appropriate Toll Premium, provide a capital contribution, contract for higher 
volumes, or a combination of these items that would make the project be economically justified before 
considering to proceed.    
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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.  

Response: 
 
PNG has filed the financial analysis supporting its response to Question 35.1 on a confidential basis as 
part of the responses to BCUC Confidential IR No. 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. 

Response: 
 
A system expansion project can increase contractible capacity up to approximately 120 MMSCFD.  The 
system expansion project involves enough new transmission pipeline looping to require an 
Environmental Assessment Certificate which would add significant time to the project development 
timeline relative to increases of 88 MMSCFD or less of contractible capacity.  PNG may not be able to 
meet shipper service request dates under this scenario. 

 As outlined in PNG’s response to Question 35.1, PNG has a Class V estimate for the capital 
cost of ~ $400 million to provide 120 MMSCFD of contractible capacity. 

 The system expansion analysis indicates that a minimum toll premium of $0.07/GJ is 
required to economically justify a scenario where the 120 MMSCFD is fully contracted and 
the class V cost estimate proves to be accurate.   However, PNG notes this outcome would 
not provide material benefits to existing ratepayers.   

 In the event that there are outcomes to the RECAP where demand exceeds 88 MMSCFD, 
PNG will assess if the benefits to customers are increased with a system enhancement 
project before proceeding.  In other words, PNG will not proceed with a system expansion 
project to add up to 32 MMSCFD of additional capacity if the benefits to existing ratepayers 
are eroded relative to the alternative of not undertaking the system expansion project. 
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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). 

Response: 
 
The accuracy of the capital cost estimates for Scenario 1 (10 MMSCFD – Low Volume) and Scenario 2 
(53 MMSCFD – Moderate Volume) are AACE Class III (L:-10% to -20%, H: +10% to +30%).  For Scenario 
3 (88 MMSCFD – High Volume), PNG used a combination Class III work and some elements of Class V 
(-30% to +50%) cost estimates for the pipeline loops.  In combination, PNG believes the work is at 
approximately a Class IV for Scenario 3.   
 
 
 

 
 
  



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 15 of 58 

 
 

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.  
 
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.  

Response: 
 
The formal notice that was provided to potentially affected communities and Indigenous nations on 
August 20, 2019 in response to Order G-191-19 is reproduced on the pages that follow. 
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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.   

Response: 
 
PNG has filed the information requested on a confidential basis as part of the responses to BCUC 
Confidential IR No. 2. 
 
 

 
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.  

Response: 
 
PNG has received very little feedback subsequent to sending out the notification of this proceeding.  
However, any feedback received to date has been positive, particularly related to the prospect of 
future reduced tolls for residential and commercial customers. 
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 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.  

Response: 
 
PNG is well aware that many pipelines regulated by the Canada Energy Regulator (formerly the 
National Energy Board) offer discounts for longer term contracts.  PNG’s current rates generally reflect 
the end-use customer’s volume, with larger volume customers typically having lower rates.  PNG 
believes that its proposed RS 80 rate is consistent with the practice of having a lower rate apply to 
larger volume contracts.  Of course, it is only practical to have the customer categories in volume 
blocks.  PNG has proposed that RS 80 contracts be available only to customers committing to 10 
MMSCFD or greater.  On the other hand, PNG did not want to create a strong incentive for the RECAP 
capacity to be fully taken up by only one or two customers.  By having a larger number of RS 80 
customers, credit risk is diversified, so that failure of one customer has less of a negative impact on 
PNG and its other customers than a circumstance where the full amount of RECAP capacity is held by 
one customer.  For that reason, PNG dismissed the idea of having discounts increase as the RS 80 
customer’s volume increased. 
 
PNG also believes that its proposed Toll Premium methodology provides an effective incentive for 
prospective RS 80 customers to maximize the term of their bid.  With the bid ranking methodology 
using a net present value of future net revenues streams, bidders will have an incentive to maximize 
the term of their bid.  In fact, PNG’s proposed Toll Premium methodology has been designed to 
maximize the value of the RECAP capacity to PNG and its existing customers; the toll methodology 
cited in the reference above would not accomplish that. 

                                                           
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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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 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. 

Response: 
 
Confirmed. 

 
 

 
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.  

Response: 
 
PNG may waive a condition precedent that is not satisfied by the date outlined in Section 4.4(a) of the 
TSA if there is a reasonable chance that the condition can be satisfied in a timeframe which allows the 
Reactivation Project to proceed to COD while meeting the requirements of the respective shippers. 
 
  



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 21 of 58 

 
 

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.  

Response: 
 
Consistent with past practice, as applied to option fees paid by LNG Partners and EDFT, all reservation 
fees will be recorded in a deferral account to be amortized to the benefit of PNG’s ratepayers. 
 
 
  



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 22 of 58 

 
 

 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). 

 
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. 

Response: 
 
PNG loosely based its proposed RECAP TRA on the Interconnecting Transportation Reservation 
Agreement (ICTRA) executed between PNG and EDFT and approved by the BCUC under Order C-10-15.  
However, the circumstances surrounding the arrangements with EDFT for the Interconnecting Pipeline 
were substantially different than the arrangements PNG proposes to have with prospective RS 80 
shippers executing a TRA under the RECAP process.   
 
As requested, PNG has prepared a blackline of the proposed RECAP TRA with the approved ICTRA (see 
PDF file:  Attachment BCUC IR 2.40.1 – TRA Comparison).  Given the modifications, PNG did not suggest 
that the RECAP TRA was based on the approved ICTRA and PNG did not feel it was helpful to submit 
the blackline with the Application. Most notably, the ICTRA involved the development of a new pipeline 
with a single foundation shipper, which contrasts distinctly with the circumstances of the RECAP 
process.  Under the ICTRA, as can be seen in the blackline provided, the development of the new 
pipeline was to be coordinated with the development of the shipper’s facilities, the shipper was to be 
responsible for all development costs of the Interconnecting pipeline and the shipper was not paying 
reservation fees as there were no existing facilities on which to reserve capacity for the shipper’s use 
to the exclusion of other potential shippers.  That is, the major provisions of the proposed RECAP TRA 
are substantially different from those agreed with EDFT in the ICTRA. 
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40.2  If no, please explain why not.  

Response: 
 
Please see the response to Question 40.1. 
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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. 

Response: 
 
As requested, PNG has prepared a blackline of the amended draft General Terms and Conditions 
reflecting the referenced change (see PDF file:  Attachment BCUC IR 2.41.1 - RECAP GTCs - Changes to 
FS Requirements). 
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 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. 

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.    

Response: 
 
PNG believes that it is reasonable to take into account the credit quality of the shipper when 
determining the amount, if any, of a letter of credit that would be required to support construction of 
additional facilities.  For example, PNG would not expect to require a letter of credit from a shipper 
that has a AA credit rating – requiring a letter of credit would simply help dissuade the shipper from 
developing its project in PNG’s service area and the issuer of the letter of credit may not have as good 
a credit rating as the shipper. 
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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.  

Response: 
 
Depending on the magnitude of the costs and therefore the exposure to stranded assets from 
developing additional facilities, PNG expects that it will seek additional credit support from certain 
investment grade shippers, particularly those that are low investment grade. 
 
 

 
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.  

Response: 
 
As noted in its response to Question 42.1, requiring a highly rated entity to provide a letter of credit 
simply adds costs to the shipper’s project without providing any material value, potentially dissuading 
the shipper from developing a project in PNG’s service area.  Also, requiring all shippers to provide a 
letter of credit regardless of their credit rating could also mean that an investment grade entity would 
use a non-rated subsidiary to enter into the contract as they receive no value for signing the 
transportation agreement directly or for providing a guarantee of the subsidiary’s obligations. 
 
 

 
42.2 Please identify any specific circumstances under which a Contribution in Aid of 

Construction (CIAC) would be required for the Reactivation Project.  

Response: 
 
PNG intends to use financial analysis that is akin to the mains extension test applied to its core market 
customers, to determine whether a shipper’s contract for RS 80 service will provide net benefits to 
PNG’s existing customers.  If the shipper’s transportation agreement does not generate sufficient cash 
flow to meet these requirements, PNG would offer the opportunity to the shipper to provide a CIAC in 
order to justify the capital expenditures required to provide them with service. 
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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. 

Response: 
 
Through the definition of Credit Support, the previously approved GTC’s did not provide for any shipper 
or a shipper guarantor to be rated below BBB.  Applying these standards would mean that BBB- or 
lower or non-rated entities could not participate in the RECAP process.  Given the difficulty in attracting 
highly rated shippers to develop relatively small projects, being limited by the Reactivation Capacity 
that is available, PNG believes that this would severely limit the number of potential project developers 
that would participate in the process, reducing competition for the capacity and likely leaving PNG’s 
pipeline system underutilized and providing little, if any, rate benefit to PNG’s existing ratepayers. 
 
Further, as stated by PNG in the response to BCUC IR No. 1, Questions 19.2 and 19.3, it has designed 
the credit requirements so there will be little to no risk that PNG’s existing customers would be worse 
off even in the circumstance where a shipper defaulted on its TSA payment obligations. 
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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.   

Response: 
 
If the BCUC felt that it was necessary to have oversight of PNG’s credit monitoring activities, PNG would 
be able to provide a table on a quarterly, biannual or annual basis which would identify each RS 80 
shipper, their current credit rating, any change in the shipper’s credit rating from the previous report 
and the amount of credit support currently on hand from the shipper.  PNG believes this would be 
sufficient for the BCUC to ensure that PNG is monitoring and enforcing the credit requirements for RS 
80 shippers.  If any shippers provide private ratings, the report may need to be filed with the BCUC on 
a confidential basis. 
 
 

 
 

  



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 29 of 58 

 
 

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 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.  

Response: 
 
PNG is requesting that the BCUC find that the toll premiums that result from the RECAP bidding process 
will not be unjust or unreasonable pursuant to its Application.  On a confidential basis, PNG will seek 
approval of the toll premium concurrently with its application for approval of an executed TSA, 
particularly given that it is the TSA that will embody the contractual obligation to pay the toll premium 
bid by the shipper. 
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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.  

Response: 
 
If the bids received under the RECAP process indicate that new facilities are required but would not be 
justifiable at the Base Toll, this would not in any way indicate that the Base Toll is unjust or 
unreasonable.  This approach is similar to a main extension for a residential or commercial customer.  
The fact that the revenue generated by the approved rate for the residential or commercial class may 
not justify a particular main extension, does not by itself make the approved rate unjust or 
unreasonable. 
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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.  

Response: 
 
PNG considered both alternatives  –  i.e. keeping the Toll Premium fixed for the duration of the contract 
and its extensions, or having the Toll Premium be subject to the same rate adjustments as the Base 
Toll.  PNG concluded that the fixed Toll Premium would be more fair to prospective customers with 
only the Base Toll being subject to future rate adjustments.  PNG designed the Base Toll according to 
accepted rate design principles to be fair and reasonable and neither unduly discriminatory nor unduly 
preferential for the services to be provided.   The Toll Premium then enables bidders to submit 
competitive bids to be allocated firm capacity on PNG’s system or be allocated reservation capacity in 
an open, fair, transparent and competitive process.   The Toll Premium enhances a bidder’s chance to 
succeed in the RECAP process.  PNG also concluded that this would be more predictable for the bidders 
and therefore encourage premium bids at a higher rate.   
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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.   

Response: 
 
PNG suggests that the issues and considerations with respect to the Toll Premium are related to 
treatment of the Toll Premium itself when evaluating revenue-to-cost ratios for the various customer 
classes in determining whether rate rebalancing is warranted in the first place.  PNG proposes that the 
Toll Premiums be used to reduce the cost of service that is to be allocated to all customer classes rather 
than being a source of revenue for the RS 80 class.  Under this proposal, all customers will benefit from 
the Toll Premiums, rather than just the RS 80 class.  PNG submits that this is a fair and reasonable 
approach given that the RECAP facilities required for RS 80 customers will be common facilities and 
will not be allocated specifically to the RS 80 class.  Using this methodology, any new RECAP facilities 
which are economically justified only if there is a Toll Premium won’t have to be isolated in the 
allocation process.  There are currently no common transmission facilities (i.e. transmission facilities 
that are not customer specific facilities) that are allocated to a particular customer class. 
 
PNG is not aware of any issues and/or considerations that would arise specifically related to having the 
Toll Premiums fixed in relation to future rate rebalancing activities, though by following the proposed 
process noted in the preceding paragraph, rate rebalancing may not have to occur as often when the 
Toll Premiums are fixed.  If the Toll Premiums were allocated only to the RS 80 class of customers and 
the Toll Premiums were fixed, tolls may need rebalancing more regularly since the total RS 80 revenues 
would potentially not increase at the same pace as the revenues for other customer classes.  PNG does 
not believe that having a fixed Toll Premium results in any different issues or considerations than the 
issues and considerations regarding the fixed charges in many of the other customer classes which are 
also not subject to general rate increases. 
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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.  

Response: 
 
The fixed Toll Premium does not give rise to any Section 59(1) issues related to future toll adjustments.  
PNG designed the Base Toll according to accepted rate design principles to be fair and reasonable and 
neither unduly discriminatory nor unduly preferential for the services to be provided.  The Toll 
Premium enable bidders to submit competitive bids to be allocated firm capacity on PNG’s system or 
be allocated reservation capacity in an open, fair, transparent and competitive process.   The Toll 
Premium is voluntary, and all potential shippers may bid on an equal footing.  Once the Commission 
approves the tolls, they are deemed to be just and reasonable and in compliance with Section 59(1).  
Over time the percentage differential between RS 80 tolls will generally decrease as future Base Rate 
toll increases, thereby decreasing any differential across RS 80 rates.  
 
As a relevant comparison, the BCUC has not found that PNG’s rates in one customer class vis-à-vis 
another customer class have violated section 59(1) by not having the fixed charges subject to general 
rate increases. 
 
 
 

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

Response: 
 
PNG does not anticipate any specific issues related to having a Fixed Toll Premium when evaluating 
whether new facilities are economically justified for an RS 80 shipper.  PNG’s system expansion 
evaluation is undertaken without adjustments to Base Toll or the Toll Premium over the contract 
period, providing a reasonable amount of conservatism in the analysis. 
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 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.  

Response: 
 
PNG’s analysis of the revenue to cost (R/C) ratio for RS 80, assuming no Toll Premium, for the three 
scenarios provided are as follows:  
 

 Under low volume case scenario 1 where only 10 MMSCFD is contracted to Kitimat, the 
R/C ratio is 0.54.  This scenario illustrates the impact of a worst case scenario whereby only 
one customer contracts for the minimum volume and notes that it considers this a very 
unlikely scenario based on all the discussions with prospective bidders.  
 

 Under the moderate volume case scenario 2 whereby 53 MMSCFD is contracted to Kitimat, 
the R/C ratio is 1.05.   
 

 Under the high volume case scenario 3 whereby 88 MMSCFD is contracted (55 MMSCFD 
to Prince Rupert and 33 MMSCFD to Kitimat), the R/C ratio is 0.96. 
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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.  

Response: 
 
PNG confirms that the analysis used to provide the results for the noted scenarios in the preceding 
response includes all allocated costs to provide service to RS 80 customers, rather than only the 
incremental costs 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.  

Response: 
 
The table that follows summarizes the results of PNG’s analysis of the revenue to cost ratios for the 
main customer classes under the three proposed scenarios described in response to Question 44.1 and 
assuming a conservative scenario with no Toll Premiums from new RS80 customers. 
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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.  

Response: 
 
PNG expects a successful RECAP process whereby the majority or all of the unutilized reactivated 
capacity on its pipeline will be contracted by shippers.  This would result in the indicative R/C ratios 
that fall in between the R/C ratios shown for Scenario 2 (53 MMSCFD) and Scenario 3 (88  MMSCFD) 
as per the table provided in response to Question 44.2.   
 
The table shows that depending on the outcome of the RECAP, some customer classes R/C ratios will 
increase while some customer classes R/C ratios will decrease compared to the current R/C ratios and 
would require future rate rebalancing for most customer classes.  PNG expects to file a FACOS study 
and Rate Design application following the completion of the RECAP to address this.  PNG also reiterates 
that under all foreseeable outcomes of the RECAP, existing customers are better off with new 
customers under the proposed RS 80. 
 
 

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

80 rate.  

Response: 
 
PNG does not foresee future rate rebalancing on the RS 80 rate.  PNG has proposed a fixed Base Toll 
for the RS 80 for a period of time and then having the RS 80 rate on a rolled-in basis subsequent to the 
completion of the RECAP whereby all RECAP customers’ projects are in service.  Based on PNG’s 
modelling of a number of potential and expected outcomes of the RECAP and its assumptions 
(somewhere between Scenario 2 and Scenario 3), PNG expects the R/C ratio for the RS 80 rate to be in 
the range of 0.89 to 1.34, which PNG asserts would be reasonable to maintain. 
 
 

 
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.   

Response: 
 
Please see the response to Question 44.3.  PNG does note that should an unforeseen situation arise 
whereby PNG determines that it is necessary to conduct a future rate rebalancing, PNG expects to 
consult with the RS 80 customers and consider undertaking a full rate design hearing that would 
include the participation of the RS80 customers to arrive at a fair and reasonable outcome from the 
regulatory process. 
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 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 
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.  

Response: 
 
As noted in the response to Question 44.1.1, the revenue-to-cost ratio analysis used to determine the 
proposed Base Toll is based on allocating all costs to RS 80 customers, not just the incremental cost.  
The results show a fair allocation of all costs to the RS 80 class under the expected outcomes from the 
RECAP process. 
 
It would not make economic sense to add an RS 80 customer if the incremental costs of doing so are 
not fully covered by the revenues from that customer.  This is directly akin to the main extension test 
as applied to the addition of new residential and commercial customers. 
 



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 38 of 58 

 
 

PNG has provided results for certain expected scenarios (the moderate volume Scenario 2 and the high 
volume Scenario 3) as well as the worst case scenario (the low volume Scenario 1) for illustrative 
purposes. 
 
 

 
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. 

Response: 
 
While PNG has relied almost completely on a fully allocated cost of service model to determine the 
proposed RS 80 rate, it also believes that incremental cost analysis of adding RS 80 customers, when 
new expenditures are required, is critical in determining the volume that should be accommodated.  If 
a new customer’s anticipated revenues exceeds the incremental cost of providing service to that 
customer, that customer will be making a contribution to PNG’s existing cost base, resulting in reduced 
rates for other ratepayers.  PNG generally believes this result meets the public interest for adding that 
customer and has been the basis for the BCUC-approved main extension test as well as discounted 
load retention rates.    
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 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 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. 

Response: 
 
Shippers that have currently expressed an interest in participating in the RECAP are developing projects 
that fall into two categories;  

1. Micro LNG facilities which propose to transport LNG to market via shipping containers, and 

2. Small floating or land based LNG facilities which propose to ship LNG via bulk shipments using 
tidewater ports. 
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Both types of projects could potentially gain access to this relatively small volume of natural gas from 
one of a number of proposed very large natural gas pipeline projects (Prince Rupert Gas Transmission, 
WestCoast Connector Gas Transmission, and Pacific Trail Pipeline).  However, these proposed pipeline 
projects require a significant base volume to underwrite each of these projects and require many years 
to construct, therefore the small projects interested in RECAP could be delayed.  For these small 
volume LNG projects, currently expressing an interest in the PNG RECAP, the PNG alternative provides 
faster access to the natural gas feedstock, at a reasonable cost, thereby providing the project 
proponents with faster access to the emerging niche markets. 
 
While the micro LNG facilities could be located further upstream, towards the natural gas production 
sources, transportation costs via road or rail are expensive, so the PNG RECAP provides a cost effective 
and timely alternative. 
 
 
 

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.  

Response: 
 
The supply and marketing of LNG is very competitive, especially as the small and micro LNG focused 
markets in Asia are developing at a very fast rate.  The prospective participants in the RECAP have 
therefore been very careful to not provide PNG with competitive cost structure information and 
therefore PNG does not know what the upper limit of the RS 80 rate would need to be for the projects 
to economically proceed. 
 
 

 
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. 

Response: 
 
The Multi-Lateral Process was an amalgamation of transportation service made up of the existing 
unutilized capacity on the PNG West transmission system (RECAP volumes) along with the expansion 
capacity proposed on the PNG Looping Project.  The $2.00/GJ toll determination made under the Multi-
Lateral Process is not relevant to the current RECAP process. 
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 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.  

Response: 
 
PNG’s proposed rate design for the RS 80 service is typical of gas transmission services provided by gas 
transmission companies across Canada, where the shipper reserves capacity and pays a demand 
charge related to the amount of capacity reserved.  The demand charge for the proposed RS 80 tariff 
does not vary with the volume of gas delivered and is set to recover the cost of service allocated to the 
RS 80 class, other than the costs recovered in the Taxes charge.  The Taxes charge for RS 80 customers 
will vary with the volume of deliveries to that customer, and will include the customer’s share of motor 
fuel taxes and carbon taxes on use of gas by PNG.  The RS 80 toll structure is essentially identical to the 
BCUC-approved toll structures that applied under the Methanex and West Fraser load retention 
contracts as well as being the same as the toll structure that was approved, but never implemented, 
for the LNG Partners and EDFT transportation contracts. 
 
The demand/commodity toll structures discussed in the preceding paragraph, that have been utilized 
under some of PNG’s large transportation contracts, differ from the fixed charge and delivery charge 
tolling arrangement that PNG uses for its core market distribution system customers.  For its 
distribution system customers, PNG collects a relatively small fixed charge that is not directly related 
to the capacity that is required to serve the customer.  For context, the fixed charge in the residential 
class is expected to be just over 11% of the annual non-gas costs collected from this class in 2020.  The 
majority of the cost of service allocated to distribution customers is recovered via the delivery charge, 
which is applied to the energy actually delivered to each distribution customer. 
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It is PNG’s understanding that the fixed charges for its core market customer classes have been set 
taking into account broad public policy goals rather than being set to recover a particular set of costs 
incurred by PNG.  For example, PNG is aware of BCOAPO’s position that fixed charges should be kept 
low as they believe that higher fixed charges adversely affect low income households.  On the other 
hand, economic efficiency would be better achieved if the fixed charges recovered all of the fixed costs 
of providing the service while the delivery charge would recover those costs that were truly variable, 
that is, they varied with the consumption of gas by the customer. 
 
The BC Hydro contract is a special contract with service available only to BC Hydro’s gas-fired stand-by 
generating facility in Prince Rupert.  PNG understands that due to the stand-by nature of the facility, it 
was able to negotiate inclusion of a monthly fixed charge to assist with recovery of the costs of 
customer specific facilities installed for BC Hydro.  PNG’s other non-core interruptible transportation 
contracts do not have a fixed charge. 
 
 

 
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.  

Response: 
 
For the RS 80 toll, general rate increases would apply to the demand charge following the proposed 5-
year period over which the toll would remain at $1.00/GJ.  There are no issues that would arise as a 
result of the toll structure for the RS 80 service not having a fixed charge in addition to the proposed 
demand charge. 
 
For PNG’s core market, general rate increases have been applied only to the delivery charge.  The 
current fixed charges have been in effect for over 22 years.  While the general rate increases have only 
been applied to the delivery charge, the rate increase is allocated pro rata among customer classes 
using revenues from both fixed charges and the delivery charges.  
 
For the BC Hydro special contract, general rate increases are applied to both the delivery charge and 
the fixed charge. 
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 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).  

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.  

Response: 
 
The selection of a five-year period was based on PNG’s discussions with project proponents expressing 
an interest in participating in the RECAP process; PNG understood from these discussions that the 
proponents reasonably expected to complete their projects and commence taking gas transportation 
service within a five-year time frame.  However, PNG has recently been advised by one of the 
proponents that their site acquisition process is not advancing as quickly as had been expected and 
therefore they may need more than 5 years to compete their project.  PNG hopes to maintain some 
latitude so that the optimum result from the RECAP process can be achieved. 
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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.  

Response: 
 
PNG believes that this scenario would have two major implications for the RECAP process.  First, since 
it is reasonable to expect tolls to decline as RS 80 customers come into service, a rolled-in rate from 
the beginning would create some incentive for the prospective shippers to delay their projects to take 
advantage of lower RS 80 tolls in the proposed scenario.  Second, and in PNG’s opinion more 
importantly, the prospective shippers would be faced with more volatility and uncertainty in the RS 80 
rate which could eliminate their willingness to continue to develop their project and participate in the 
RECAP process or affect their willingness to bid toll premiums. 
 
 

 
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.  

Response: 
 
PNG believes that the proposed 5-year fixed demand charge time-frame is eminently reasonable and 
is expected to be beneficial to its existing customers as demonstrated by the example provided by PNG 
in the response to BCUC IR No.1, Question 20.3.  As further demonstrated by that example and as 
noted in the response to BCUC IR No.1, Question 20.1, PNG believes that it would be unfair and 
unreasonable that RS 80 shippers with later in-service dates would benefit from the rate reductions 
expected following earlier RS 80 shippers commencing service.  PNG would not be prepared to proceed 
with the RECAP process under those circumstances – in this event, PNG notes that it may need to fall 
back to a first-come, first-served process as it has relied upon previously. 
 
 

 
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.  

Response: 
 
As noted in response to BCUC IR No.1, Question 22.1, PNG considers the likelihood of unforeseen 
capital costs to be extremely low and had proposed that the LVIDA could be used to address this 
unlikely scenario.  In the absence of the LVIDA, PNG would agree that there would be upward pressure 
on rates until TSAs go into service or alternatively PNG could request that such unforeseen capital costs 
be deferred until the TSAs go into service. 
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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.  

Response: 
 
PNG believes that fixing the Base Toll as proposed in the Application will not result in an unjust, 
unreasonable, unduly discriminatory or unduly preferential rate for the service provided.  PNG has 
designed the RS80 rate within the proposed RECAP process as described in detail in the Application to 
ensure that a fair outcome is achieved for the prospective RS80 shippers and existing customers.   
Fixing the Base Toll for a specified period of time enables this to be achieved as demonstrated in the 
illustrative example provided in response BCUC IR No.1, Question 20.3. 
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 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.  

Response: 
 
As requested, on the pages that follow, PNG has reproduced six pages of the TSA that would be 
amended to make reference to a separate rate schedule for the Large Volume Industrial Transportation 
Interruptible Rate, with proposed amendments in blackline. 
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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 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.  

Response: 
 
PNG has one deferral account where option and reservation fees are recorded which was approved 
under Order G-174-08 when the BCUC approved the Term Sheet between PNG and LNG Partners LLC 
on November 2008.  This interest bearing deferral account tracks the receipt of option fee payments 
received from customers to secure future transportation capacity in PNG-West’s system.  The 
disposition of this account has been determined under the BCUC’s directions in PNG-West’s annual or 
biennial Revenue Requirements Applications.  At December 31, 2019, the credit balance of this account 
is forecast at $4.677 million, consisting of gross option fees received from various parties of $11.0 
million plus accrued interest, offset by legal fees incurred, taxes paid and approved amortizations to 
date of $8.0 million.  
 
 

 
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.  

Response: 
 
PNG could amortize the LVIDA account through a credit rider in the same manner that RSAM and GCVA 
rate riders are amortized only to certain customer classes.  Another method is to calculate the annual 
revenue deficiency or sufficiency excluding the amortization of the LVIDA and allocate this to all 
customer classes following the current methodology.  The amortization of the LVIDA would then be 
allocated separately to all customer classes except for the RS 80 customers.  PNG would require BCUC 
approval of any amortization of the LVIDA deferral account. 
 
  



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 54 of 58 

 
 

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.  

Response: 
 
PNG may incur Reactivation Project Development Costs that are greater than $1 million and would 
likely arrange for backstop agreements with prospective shippers, if required.  PNG is only seeking 
approval for the deferral of Reactivation Project Development Costs of $1 million at this time. 
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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.  

Response: 
 
PNG has provided two illustrative examples of the requested rate impact of $1 million in expenses 
related to initial works for the Reactivation Project to be recovered from PNG’s existing ratepayers:  
over a 5-year amortization period and over a 10-year amortization period. 
 
Under the 5-year amortization period, the table below shows the average rate increase to customers: 
 

 
 
 
Under a 10-year amortization period, the table below shows the average rate increase to customers: 
 

 
 
 
 
 

 
  

Year 1 Year 2 Year 3 Year 4 Year 5

Rate increase 0.8% 0.9% 0.8% 0.8% 0.7%

Average 5-year rate increase 0.8%

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Rate increase 0.5% 0.6% 0.5% 0.5% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%

Average 10-year rate increase 0.5%



 Pacific Northern Gas Ltd. 
 RECAP – RS80 Tariff Application 
  Response to BCUC IR No. 2 
 December 5, 2019 
 Page 56 of 58 

 
 

 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. 

Response: 
 
PNG provides the following breakdown of costs for the early stage work for the high volume scenario. 
 

Activity  Costs 

FEED/Engineering and Planning  $1,800,000  

Permitting $400,000  

Survey $800,000  

Lands $400,000  

Indigenous Relations $500,000  

PNG Project Services $500,000  

Total $4,400,000  

 
 

 
52.2 Using the same format as the table provided in response to BCUC IR 31.1, please 

provide details of any actual FEED and other early stage costs incurred to date.  

Response: 
 
PNG has not incurred any actual FEED costs in the table provide in BCUC IR 31.1.  For planning purposes, 
PNG has leveraged historical work from a recommissioning study in 2017, the Triton project in 2018, 
and a modest amount of 3rd party planning/estimating support in 2019.  
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 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.   

Response: 
 
The backstop agreement is meant to cover any commitments or expenditures related to the 
accelerated development and construction costs by the specific project proponent, if their project does 
not proceed.  In this context, the backstop agreement will typically include the following; 

1. An estimate of the commitments and/or capital costs expected prior to execution of a TSA. 

2. An estimate of the timeframe during which the preliminary work is undertaken and a date on 
or before which the TSA is to be executed. 

3. A requirement to pay the estimated costs upfront, post a letter of credit or a Parental 
Guarantee for the estimated costs.  If the proponent’s project does not proceed, the 
proponent is obligated to pay the actual costs and/or commitments (including reasonable 
turndown costs) to that point in time. 

4. A provision within the agreement, if the project proceeds and a TSA is executed, to allow the 
pre-payment, to be applied against a Contribution In Aid of Construction (CIAC), if required, or 
rebated if a CIAC is not required. 
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53.1.1 Please provide information regarding the timing of entering into a backstop 
agreement.  

Response: 
 
PNG will require a prospective shipper to enter into a backstop agreement prior to committing to or 
expending any capital directly related to the accelerated development and construction costs. 
 
 

 
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.  

Response: 
 
PNG will require a prospective shipper to enter into a backstop agreement prior to committing to or 
expending any capital directly related to the proponent’s project, regardless of the scope of the volume 
scenario.  The backstop agreement is designed to protect against the stranded costs that PNG’s 
customers could be exposed to if the prospective shipper’s project does not proceed. 
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ARTICLE 1 
DEFINITIONS 


Except as specifically provided herein or unless the context otherwise requires, all words and phrases used herein, 
or in any agreement into which these General Terms and Conditions are incorporated, shall have the following 
meanings. Capitalized terms not defined herein shall have the meaning given them in the Shipper’s Service 
Agreement.   


“103m3”, when used in reference to Gas, means one thousand (1000) cubic metres of Gas; 


 “Affiliate” means a Person (other than a Party) that directly or indirectly controls, is controlled by, or is under 
common control with, a Party, and for such purposes the terms “control”, “controlled by” and other derivatives 
shall mean the direct or indirect ownership of greater than or equal to fifty percent (50%) of the voting rights in a 
Person, or of the equivalent rights to determine the decisions of such Person; 


“Approved Letter of Credit” means a letter of credit (including any amendments), all in a form satisfactory to 
Transporter, issued to Transporter as beneficiary by a financial institution with a credit rating of “A” or better by 
Standard & Poor’s Financial Services LLC,  “A2”or better by Moody’s Investors Service, Inc., or “A” or better by DBRS 
Limited for the unenhanced long term senior unsecured debt of the financial institution providing the letter of credit 
and otherwise subject to the Uniform Customs and Practice for Documentary Credits 2007 Revision ICC Publication 
No. 600 or International Standby Practices ISP98 International Chamber of Commerce; provided that if the issuing 
financial institution is not listed in Schedule 1 of the Bank Act (Canada), the applicable letter of credit will: (i) be 
advised by a financial institution listed in Schedule 1 of the Bank Act (Canada); and (ii) specify that payment under it 
shall be available at the advisory financial institution; 


“Authorities” shall mean all Canadian governmental and regulatory authorities having jurisdiction over Transporter 
or Shipper, as the case may be, and “Authority” means any of them; 


“BCUC” shall mean the British Columbia Utilities Commission established by the Utilities Commission Act of British 
Columbia or any successor Authority or Authorities having jurisdiction over the approval, licensing, construction, 
operation or tolls of intraprovincial pipelines in Gas service in British Columbia; 


“Business Day” means any day which is not a Saturday or a Sunday or a statutory holiday in the Province of British 
Columbia or a legal holiday for banks in Vancouver, British Columbia; 


“CCT” shall mean Central Clock Time, representing the time in effect in the central time zone in Canada at the time 
the transaction occurs, regardless of whether that time may be standard time or daylight savings time as those terms 
are commonly known or understood;   


“Commencement Date” means the first day of Service pursuant to Shipper’s Service Agreement;  


“Credit Support” means an Approved Letter of Credit for an amount equal to twelve (12), or if the Shipper or its 
Guarantor is Creditworthy three (3), times the Shipper’s anticipated monthly toll charges, as determined by 
Transporter in its reasonable discretion, or alternate forms of credit enhancement, determined by Transporter in its 
sole discretion, providing at least an equivalent level of security to Transporter hereunder;  


“Creditworthy” means a Person that, as at the Effective Date of the Service Agreement and thereafter, for the term 
of the Service Agreement, has a credit rating for its unenhanced long term senior unsecured debt that meets the 
Minimum Acceptable Rating; 
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“Critical Shipper Default” shall have the meaning ascribed to it in Section 16.5; 


“Cubic metre” or “m3” or “103m3” shall mean, when used in reference to Gas, the volume of Gas which occupies 
one (1) cubic metre when such Gas is at a temperature of 15 degrees Celsius and at an absolute pressure of 101.325 
kilopascals; 


“Curtailment Notice” shall mean a notice given by Transporter to Shipper limiting the volume of Gas Shipper: (i) may 
receive at the Delivery Point; or (ii) is authorized and required to deliver to the Receipt Point, on any Day to a 
specified volume; 


“Daily Authorized Volume” shall have the meaning ascribed to it in Section 3.4; 


 “Day” or “Daily” shall mean a period of twenty-four (24) consecutive hours beginning and ending at 0900 CCT, or 
such other period of twenty-four (24) consecutive hours agreed to by Transporter and Shipper; 


“Delivery Pipelines” shall mean any Gas transportation pipeline or pipelines delivering Gas to Transporter at the 
Receipt Point; 


“Delivery Point” shall mean the point specified as such in Shipper’s Service Agreement; 


“Demand Charge” shall mean the per GJ rate payable by Shipper to Transporter for Firm Service as set out in 
Transporter’s then current Toll Schedule; 


“Demand Charge Credits” shall have the meaning ascribed to it in Section 7.1; 


“Early Termination Charge” means an amount equal to the net present value of all future Demand Charges 
multiplied by the Shipper’s Contracted Capacity from the date of termination until the end of the Primary Term using 
a discount rate equal to the Transporter’s Weighted Average Cost of Capital as at the date of termination;   


 “Effective Date” shall have the meaning ascribed to it in the Shipper’s Service Agreement; 


 “Firm Service” means the Service offered to Shipper for the Shipper’s Contracted Capacity, subject to interruption 
or curtailment, only as provided under these General Terms and Conditions; 


“Force Majeure” shall have the meaning ascribed to it in Section 15.1; 


“Gas” shall mean any hydrocarbons or mixture of hydrocarbons that, at a temperature of 15 degrees Celsius and a 
pressure of 101.325 kilopascals is in a gaseous state which meets the quality specifications as set out in Article 11 of 
these General Terms and Conditions; 


“GJ” shall mean gigajoule being 1,000,000,000 Joules and include the plural as the context requires; 


“Gross Heating Value” shall mean the total Joules expressed in megajoules per cubic metre (MJ/ m3) produced by 
the complete combustion at constant pressure of one (1) cubic metre of Gas with air, with Gas free of water vapour 
and the temperature of the Gas, air and products of combustion to be at standard temperature and all water formed 
by combustion reaction to be condensed to the liquid state; 


“Guarantee” means a guarantee substantially in the form attached as Schedule A to these General Terms and 
Conditions, together with such supplementary documentation or credit support as may be reasonably required by 
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Transporter to ensure the Guarantee is and will be enforceable from time to time against the Guarantor by 
Transporter, including, without limitation, the granting of additional security and the execution and delivery of any 
additional instruments or documents (by Shipper, Guarantor or any third party) to provide assurance to Transporter 
that all of Shipper’s obligations under the Service Agreement will be enforceable against an entity or entities that 
have sufficient assets to fully carry out and discharge such obligations; 


“Guarantor” means a Creditworthy Person that guarantees the Shipper’s payment obligations under Shipper’s 
Service Agreement by executing and delivering the Guarantee; 


“Imbalances” shall mean, collectively, all imbalances or variances defined in Section 6.1, and “Imbalance” means 
any one of such imbalances or variances, as the context requires; 


“Interruptible Charge” shall mean the unit $ per GJ rate payable by Shipper to Transporter for Interruptible Service 
as set out in Transporter’s then current Toll Schedule; 


“Interruptible Service” means Service offered to Shipper for Gas in excess of the Shipper’s Contracted Capacity, if 
any, and which is subject to interruption or curtailment at the Transporter’s discretion; 


“Joules” or “J” shall mean the work done when the point of application of a force of one (1) newton is displaced a 
distance of one (1) metre in the direction of the force; 


“Minimum Acceptable Rating” shall mean at least two of the following: (i) “BBB-” or better by Standard & Poor’s 
Financial Services LLC; (ii) “Baa3” or better by Moody’s Investors Service, Inc.; (iii) “BBB(low)” or better by DBRS 
Limited; or (iv) other equivalent rating(s) from a recognized rating agency or agencies acceptable to Transporter.  In 
cases where ratings of the aforementioned rating agencies are different, the lowest credit rating shall be used to 
establish the applicable rating in respect of any entity.  In the event none of the aforementioned rating agencies 
publish relevant ratings, Transporter, acting in its sole discretion, may determine whether the applicable entity 
would meet the relevant ratings if such rating agencies were to publish such ratings; 


 “Month” shall mean the period of time commencing at the beginning of the first Day of any calendar month and 
ending at the beginning of the first Day of the next succeeding calendar month; 


“Nomination” shall have the meaning ascribed to it in Section 3.1; 


“Parties” shall mean, collectively, Transporter and Shipper and their respective successors and permitted assigns, 
and “Party” means, individually, Transporter and its successors and permitted assigns, or Shipper and its successors 
and permitted assigns; 


“Person” shall mean an individual, partnership, limited partnership, joint venture, syndicate, sole proprietorship, 
company or corporation with or without share capital, unincorporated association, trust, trustee, executor, 
administrator or other legal personal representative, regulatory body or agency, government or governmental 
agency, authority or entity however designated or constituted; 


“Pipeline” shall mean Transporter’s Gas transmission pipeline system which extends from a point of interconnection 
with Enbridge Westcoast Energy Inc., near Summit Lake, British Columbia, to Prince Rupert, British Columbia and to 
Kitimat, British Columbia, including any capital or facility additions required for the provision of Service; 


“Receipt Point” shall mean an interconnection between the Pipeline and a Delivery Pipeline as set out in the 
Schedule A of the Service Agreement between Transporter and Shipper; 
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“Service” shall mean the transportation of Gas by the Transporter from the Receipt Point to the Delivery Point and 
shall include both Firm Service and Interruptible Service; 


“Service Agreement” shall mean an agreement between Transporter and a Shipper for either Firm Service or 
Interruptible Service on the Pipeline; 


“Shipper” shall mean a shipper receiving Service; 


“Shipper Default” shall mean the meaning ascribed to it in Section 16.2; 


“Shipper’s Contracted Capacity” shall mean the volume of Gas for which Transporter has agreed to provide Firm 
Service and for which Shipper has agreed to pay Demand Charges in accordance with the terms of the Shipper’s 
Service Agreement; 


“System Gas” shall mean the quantity of Gas required by Transporter to operate the Pipeline, including compressor 
fuel Gas, line heater and compressor station heating Gas and unaccounted for Gas losses or gains;  


“System Gas Percentage” shall mean the quantity of System Gas as a percentage of the quantity of all deliveries of 
Gas (other than deliveries of System Gas) transported on the Pipeline over the same time period; 


“Taxes” means all taxes, however denominated, including any interest, penalties or other surcharges that may 
become payable in respect thereof, imposed by any federal, provincial, municipal, local or other governmental 
authority (including any taxes or other charges imposed by native or aboriginal groups claiming territorial rights) at 
any time during the term of the Service Agreement, which taxes are based upon, or related to: (i) the System Gas 
consumed in Transporter’s operations; or (ii) the volume of Gas transported by Transporter under the Service 
Agreement; 


“Toll Schedule” shall mean Transporter’s schedule of Demand Charges and Interruptible Charges in effect from time 
to time in accordance with the Service Agreement between Transporter and Shipper; 


“Transporter” shall mean Pacific Northern Gas Ltd., a body corporate incorporated pursuant to the laws of British 
Columbia, its successors and permitted assigns; 


“Transporter’s Weighted Average Cost of Capital” or “TWACC” means the aggregate cost of each capital component 
multiplied by its proportional weight as set out in the formula below: 


 TWACC =( E x Ke ) ÷ (1 – t) + ( 1 - E ) x Kd  


 Where: 


 “E” means the current common equity ratio for the Pipeline as approved by the BCUC 
 “Ke” means the current return on equity for the Pipeline as approved by the BCUC 
 “Kd” means the current regulated weighted average cost of debt for the Pipeline  
 “t” means the current statutory income tax rate for the Pipeline; and 


 “Year” shall mean a period of three hundred sixty-five (365) consecutive days commencing January 1st of any year; 
provided however, that any such year which contains a date of February 29 shall consist of three hundred sixty-six 
(366) consecutive days. 
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ARTICLE 2 
AVAILABILITY OF SERVICE 


 
2.1 Transporter shall provide Service on the Pipeline on the following basis: 


 
(a) Firm Service for the Primary Term and any extensions thereof,  for which the Shipper shall pay 


the Demand Charge, together with the Transporter’s charges for System Gas and Taxes; and   
 


(b) Interruptible Service for the Primary Term and any extensions thereof, for which the Shipper 
shall pay the Interruptible Charge, together with the Transporter’s charges for System Gas and 
Taxes. 
 


2.2 To be eligible to receive Service, Shipper shall also: 
 


(a) be or become a party to a Service Agreement; 
 


(b) have made arrangements, acceptable to Transporter for transportation on upstream carriers, if 
applicable; and 


 
(c) have met the requirements of Article 17. 
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ARTICLE 3 
GAS NOMINATIONS AND DELIVERIES 


3.1 Shipper shall by 10 a.m.  CCT on each Day, commencing with the Day prior to the Commencement Date, 
notify Transporter in writing by fax or other electronic means agreed to by Shipper and Transporter of the 
volume of Gas that Shipper in good faith desires Transporter to deliver to Shipper at the Delivery Point for 
Service on the following Day, and such other information as Transporter reasonably determines as 
necessary (“Nomination”).  A Nomination for each Day which is at or below the Shipper’s Contracted 
Capacity will be treated as a Nomination for Firm Service.  For any Nomination that exceeds the Shipper’s 
Contracted Capacity on a Day, the portion of such Nomination up to the Shipper’s Contracted Capacity will 
be treated as a Nomination for Firm Service and the remaining portion of such Nomination (which exceeds 
the Shipper’s Contracted Capacity) will be treated as a Nomination for Interruptible Service.  Each 
notification may include Gas Nominations for multiple Day periods. 


3.2 Transporter shall by 12:00 p.m. CCT on the same Day confirm Shipper’s Nomination by notifying Shipper in 
writing by fax or other electronic means or verbally of the volume of Gas Transporter will deliver to Shipper 
at the Delivery Point and the volume of Gas Shipper is authorized and required to deliver to the Receipt 
Points for Service, such volume to include the Shipper’s share of System Gas.  If Transporter, acting 
reasonably, determines that it is unable to receive, transport and deliver the volume of Gas Nominated by 
Shipper at the Delivery Point pursuant to Section 3.1, then Transporter shall notify Shipper of the volume 
of Gas Transporter will deliver to Shipper at the Delivery Point and the volume of Gas that Shipper is 
authorized and required to deliver to Transporter at the Receipt Point.  Transporter shall not reduce a 
Nomination for Firm Service unless Transporter is unable to receive, transport and deliver the volume of 
Gas Nominated by Shipper due to Force Majeure or scheduled maintenance and in such event, Transporter 
shall notify Shipper of a reduction of a Nomination for Firm Service in writing and the reason why 
Transporter is unable to receive, transport and deliver the volume of firm Gas Nominated by Shipper.  If 
Transporter fails to notify Shipper of the volume of Gas Transporter will deliver to Shipper at the Delivery 
Point and the volume of Gas that Shipper is authorized and required to deliver to Transporter at the Receipt 
Point as provided herein, the volume of Gas Nominated by Shipper under Section 3.1 or that is deemed to 
be in effect under Section 3.3 shall be deemed to have been authorized by Transporter.  Subject to these 
General Terms and Conditions, Transporter shall not reduce Shipper’s Nomination for Firm Service without 
first reducing Nominations for Interruptible Service to all other Shippers as appropriate considering Pipeline 
operating conditions and without reducing Nominations for Firm Service to other Shippers pro rata based 
on their respective Shipper’s  Contracted Capacities. 


3.3 On any Day that Shipper fails to notify Transporter under Section 3.1, then the last Nomination given under 
Section 3.1 shall remain in effect until a new Nomination is received by Transporter. 


3.4 In addition to the volumes of Gas specified under Section 3.5, Shipper shall each Day have the right and the 
obligation to deliver to Transporter at the Receipt Point the volume of Gas Transporter will deliver to 
Shipper at the Delivery Point for Service on that Day pursuant to the foregoing sections of this Article 3 (the 
“Daily Authorized Volume”). 


3.5 The following shall apply in respect of the provision in kind to Transporter of Shipper’s share of System Gas: 


(a) Transporter shall advise Shippers of Shipper’s System Gas Percentage at least five (5) Days 
prior to the first day in each Month or, in the absence of such notification, Shipper shall 
use Shipper’s last Monthly System Gas Percentage established by Transporter; 
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(b) if, during any Month, there are material changes in the quantities of System Gas, 
Transporter may change Shipper’s System Gas Percentage which is then in effect pursuant 
to this Section and will give notice to Shipper of such changes at least two (2) Days prior 
to the Day on which the changes are to come into effect; 


(c) Transporter will not change Shipper’s System Gas Percentage in accordance with 
subsection (b) above more frequently than once every seven (7) days;  


(d) changes in Shipper’s System Gas Percentage made pursuant to the foregoing shall remain 
in effect until the end of the Month in which the changes were made, unless subsequently 
changed by Transporter in accordance with this Section;  and 


(e) Shipper shall supply to Transporter each Day at the Receipt Point a quantity of Gas 
calculated by multiplying the applicable System Gas Percentage by the Daily Authorized 
Volume. 


3.6 Transporter shall not be obligated to receive from the Shipper at the Receipt Point or deliver to Shipper at 
the Delivery Point in any one hour during any Day more than 5% of the volume of Gas Shipper is entitled to 
receive on such Day; provided however, Transporter shall use commercially reasonable efforts to 
accommodate receipts from and deliveries to Shipper in excess of such amounts. 


3.7 Transporter, acting reasonably and in accordance with Section 3.8, as a result of an event of Force Majeure 
or scheduled maintenance, may curtail the delivery of Gas hereunder by issuing a Curtailment Notice to 
Shipper specifying the volume of Gas available for delivery to Shipper at the Delivery Point, the volume of 
Gas that Shipper is authorized and required to deliver to Transporter at the Receipt Point and the reason 
for the curtailment.  The curtailment shall be effective at the time specified in the Curtailment Notice which 
shall be not less than twenty-four (24) hours from the time of delivery of the Curtailment Notice, except in 
cases of Force Majeure.  Transporter shall provide Shipper with the Curtailment Notice as soon as 
reasonably possible after Transporter becomes aware of the need for the Curtailment Notice and shall 
provide as much prior notice as reasonably possible given the circumstances to minimize the impact of a 
curtailment on Shipper’s operations.  Shipper agrees that curtailments due to a Force Majeure event may 
require immediate notice of curtailment and in such event, Transporter may, at its sole discretion, 
immediately curtail receipts from Shipper by closing Transporter’s Gas valve at the Receipt Point.  Shipper 
shall not be liable for any failure to fully comply with a Curtailment Notice that is issued by Transporter with 
less than twenty-four (24) hours’ notice due to a Force Majeure event, provided that it uses its reasonable 
and diligent efforts to comply with the requirements of the Curtailment Notice.   


3.8 If on any Day Shipper fails to accept all or any portion of the Gas delivered by Transporter at the Delivery 
Point, Transporter shall have the right to curtail further receipts of Gas from Shipper at the Receipt Point in 
a volume equal to that which Shipper failed to accept from Transporter.  If on any Day Shipper fails to deliver 
the Daily Authorized Volume and Shipper’s share of System Gas, Transporter shall have the right to curtail 
further deliveries of Gas to Shipper at the Delivery Point in a volume equivalent to that which Shipper failed 
to deliver.  


3.9 Provided Shipper is in compliance with these General Terms and Conditions, Transporter shall not curtail or 
interrupt Firm Service to Shipper without first having ceased to provide Interruptible Service to all other 
Shippers of Transporter as appropriate considering Pipeline operating conditions and without, to the extent 
required, curtailing Firm Service to all other Shippers based on their respective contracted capacities. 
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3.10 Transporter shall provide Shipper with Interruptible Service as required by Shipper from time to time, 
subject to curtailment in accordance with Sections 3.2, 3.7 and 3.11. 


3.11 Transporter shall curtail Interruptible Service in the following order: (i) Shippers paying the lowest 
Interruptible Charge shall be curtailed first and Shippers paying the highest Interruptible Charge shall be 
curtailed last; and (ii) Shippers paying the same Interruptible Charge shall be curtailed pro rata based on 
the bona fide Nominations for Interruptible Service by each Shipper.   


ARTICLE 4 
TOLLS AND COMMENCEMENT OF TOLLS 


4.1 Shipper shall pay the Demand Charge for the Shipper’s Contracted Capacity from the Commencement Date 
in accordance with the Toll Schedule.  Notwithstanding anything to the contrary herein, this obligation of 
Shipper to pay the Demand Charge shall not be abated, removed, limited, or otherwise reduced under any 
circumstances whatsoever, including events of Force Majeure. 


4.2 Subject to Section 7.2, Shipper shall pay the Interruptible Charge for deliveries in excess of the Shipper’s 
Contracted Capacity on any Day in accordance with the Toll Schedule.  


4.3 Shipper shall also pay all Taxes allocated to Shipper by Transporter in the Month. 


4.4 At commencement of each calendar year, for the purposes of calculating the Demand Charge, the Shipper’s 
Contracted Capacity will be converted to GJ using the published or most recently announced Enbridge 
Westcoast Inc. Gross Heating Value applicable to gas deliveries at Summit Lake for such year.  Total Demand 
Charges payable each month by the Shipper will be calculated by multiplying the Demand Charge then in effect 
under the Shipper’s Toll Schedule times by the Shipper’s Contract Capacity as converted to GJ in accordance 
with the previous sentence times the number of days in such month. 


ARTICLE 5 
SERVICE AND COMMENCEMENT OF SERVICE 


5.1 Service hereunder shall commence on the Commencement Date. 


5.2 At least ten (10) days prior to the Commencement Date, Transporter shall provide Shipper with written 
notification of such date.  At least five (5) days prior to the Commencement Date, Shipper shall provide 
Transporter with its best estimate of the volume of Gas, Shipper in good faith desires Transporter to deliver 
to Shipper at the Delivery Point, utilizing Service for each of the Days in the thirty (30) consecutive Day 
period beginning on the Commencement Date. 


5.3 Transporter shall provide Service for Shipper in accordance with the volumes of Gas Nominated by Shipper 
and authorized by Transporter pursuant to Article 3. 


ARTICLE 6 
GAS BALANCING 


6.1 Shipper shall use all commercially reasonable efforts to maintain balance on a Daily basis, based on the best 
available information, between each of: 
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(a) the volume of Gas scheduled for receipt to Shipper’s account under Service and the actual 
volume of Gas received to Shipper’s account under Service (“Volume Receipt Variance”); 


(b) the energy scheduled for receipt to Shipper’s account under Service and the actual energy 
received to Shipper’s account under Service (“Energy Receipt Variance”); 


(c) the actual volume received to Shipper’s account and the actual volume of Gas delivered 
by Transporter under Service from Shipper’s account (“Volume Imbalance”); and 


(d) the actual energy received to Shipper’s account and the actual energy delivered by 
Transporter under Service from Shipper’s account (“Energy Imbalance”). 


6.2 Any Energy Imbalance at the end of any Month shall be corrected on a physical basis within the first twenty-
five (25) Days of the next Month in a manner determined by Transporter, acting reasonably, and in 
consultation with Shipper.  


6.3 If Shipper fails to correct any Imbalance in accordance with Sections 6.1 or 6.2, Transporter may adjust 
Shipper’s Nomination and Shipper’s Daily Authorized Volume, or either of them, to the extent that 
Transporter, in its reasonable discretion, considers necessary to ensure compliance by Shipper with its 
obligations under this Article 6 and to prevent the occurrence of Imbalances by Shipper. 


6.4 If on any day that a Curtailment Notice is in effect Shipper takes gas in excess of the volume specified by 
Transporter in the Curtailment Notice, then Shipper shall, in addition to all other amounts payable by 
Shipper to Transporter pursuant to a Service Agreement, pay Transporter the following: 


(a) for that portion of the excess between 102.5% and up to and including 105% of such specified volume, 
an amount per GJ equal to five (5) times the Demand Charge; 


(b) for that portion of the excess between 105% and up to and including 110% of such specified volume, 
an amount per GJ equal to ten (10) times the Demand Charge; and 


(c) for that portion of the excess which exceeds 110% of such specified volume, an amount per GJ equal 
to fifteen (15) times the Demand Charge. 


For the purposes of calculating the charges payable under this Section 6.4, volumes will be converted to GJ 
using the Gross Heating Value specified in Section 4.4. 


6.5 The foregoing balancing provisions are intended to provide Transporter and Shipper with reasonable 
flexibility in operating their respective facilities to balance authorized and actual Gas deliveries on a Daily 
basis. 


ARTICLE 7 
DEMAND CHARGE CREDITS 


7.1 If for any reason, including when Transporter issues Shipper with a Curtailment Notice or notice of Force 
Majeure, Transporter is unable to deliver either Shipper’s Contracted Capacity or Nomination for the day 
on the Pipeline, whichever is lesser, or Shipper is unable to Nominate Shipper’s Contracted Capacity due to 
Force Majeure, then Shipper shall earn a credit (“Demand Charge Credits”) equal to the Demand Charge 
times the difference between: 
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 (a) the lesser of the Nomination or Shipper’s Contracted Capacity; and  


 (b) the volume of Gas delivered by Transporter 


 except where Shipper is claiming Force Majeure, in which case, the credit shall be equal to the Demand 
Charge times the difference between: 


 (c) Shipper’s Contracted Capacity; and  


 (d) the Nomination. 


For the purposes of calculating the Demand Charge Credits applicable under this Section 7.1, volumes will 
be converted to GJ using the Gross Heating Value specified in Section 4.4. 


7.2 Any Demand Charge Credits earned by Shipper under Section 7.1 will be applied by Transporter to reduce 
Shipper’s Interruptible Charges in the Month and any subsequent Months to the extent not utilized in the 
current Month.  


ARTICLE 8 
STATEMENTS PAYMENT AND AUDITS 


8.1 Within fifteen (15) Days of the end of each Month, Transporter shall deliver to Shipper by electronic or 
other means a statement of the amount payable by Shipper to Transporter for the preceding Month 
pursuant to the terms of the Service Agreement, these General Terms and Conditions and the Toll Schedule.  
If actual quantities are unavailable in time to prepare the statement, such charges will be based on 
estimated quantities and Transporter shall provide, in the succeeding Month’s statement, an adjustment 
based on any differences between actual quantities and estimated quantities.  Any required invoice backup 
data will accompany the statement. 


8.2 Shipper shall remit the full amount specified in the statement referred to in Section 8.1 on or before the 
later to occur of ten (10) Days after receipt of the statement by Shipper and the twenty-fifth (25th) Day of 
such Month, provided that if the Day the payment is due is not a Business Day, then the payment will be 
due on the next following Business Day.  Shipper shall pay the full amount to Transporter in Canadian funds 
by electronic funds transfer to Transporter’s bank account in Vancouver, British Columbia.  If Shipper fails 
to make each such payment to Transporter when due, a late payment charge of 1 ½% of the outstanding 
amount or such other charge as may be approved by the BCUC for late payments under Transporter’s 
General Terms and Conditions – Gas Sales from time to time shall be included in the bill rendered by 
Transporter to Shipper for such Month or alternatively any subsequent Month, as determined by 
Transporter.     


8.3 In the event Shipper disputes any part of a statement delivered pursuant to Section 8.1, Shipper shall 
nevertheless pay to Transporter the full amount of such statement when payment is due.  


8.4 Any bill rendered by Transporter to Shipper shall be final and binding unless notice of an error has been 
delivered by either Party to the other Party within the twelve (12) Month period following the end of the 
Year in which the statement was received by Shipper.  The incorrect bill shall be corrected within thirty (30) 
Days following the receipt of the notice by the other Party. 
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8.5 If it is determined the Shipper has been overcharged or undercharged under the Service Agreement, then 
within thirty (30) days after the final determination thereof, Transporter shall refund the amount of any 
overcharge with interest at the rate specified in Section 8.2 from the date of payment of such overcharge 
to the date of refund.  If such refund is made by a credit on a statement from Transporter to Shipper, the 
date of the refund shall be deemed to be the date on which the statement showing the credit was issued 
to Shipper by Transporter.  Shipper shall pay the full amount of any undercharges, without interest, 
immediately upon the final determination thereof.  


8.6 The provisions of this Article 8 shall survive the termination or expiration of each Service Agreement until 
Transporter or Shipper satisfies any obligations or liabilities that accrued prior to the date of termination of 
such Service Agreement. 


ARTICLE 9 
RIGHT OF SUSPENSION  


9.1 If Shipper is more than fifteen (15) Business Days delinquent in the payment of any portion of the amount 
set forth in a statement delivered to Shipper pursuant to Section 8.1, then in addition to any other remedies 
Transporter may have, Transporter may thereafter suspend Service by giving such Shipper five (5) Business 
Days’ prior written notice of suspension.  Such Shipper shall have the right to pay the amount due to 
Transporter within such five (5) Business Day notice period to avoid the suspension of Service.  
Notwithstanding the suspension of Service pursuant to this section, such Shipper shall continue to be liable 
to Transporter for the amounts otherwise payable under the Service Agreement.  If at any time, during such 
period of suspension such Shipper pays the full amount payable to Transporter, then Transporter will 
immediately recommence such suspended Service. 


9.2 If Transporter has suspended Service to Shipper pursuant to Section 9.1, Transporter may, in addition to 
any other remedy that may be available to it, upon five (5) Business Days’ notice to Shipper: 


(a) terminate any or all Service to Shipper; and 


(b) declare a Critical Shipper Default and claim an amount equal to the Early Termination 
Charge to be immediately due and payable to Transporter as liquidated damages and not 
as a penalty. 


9.3 In the event Transporter has given notice to Shipper under Section 9.2, Transporter shall be 
entitled to pursue any of the remedies against Shipper or, if applicable, Shipper’s Guarantor, as set 
forth and described in Article 16. 


ARTICLE 10 
RECEIPT AND DELIVERY PRESSURES 


10.1 Unless otherwise specified in the Service Agreement, Shipper shall deliver Gas to Transporter at the Receipt 
Points at a pressure of not less than 3100 kPa gauge.  


10.2 Transporter shall deliver Shipper’s Gas at the Delivery Point at no less than the minimum pressure as 
specified in the Service Agreement. 
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ARTICLE 11 
GAS QUALITY SPECIFICATIONS 


11.1 All Gas delivered by Shipper to Transporter at the Receipt Points and all Gas delivered by Transporter to 
Shipper at the Delivery Point shall conform to the following Gas quality specifications:  


 (a) shall have a Gross Heating Value of no less than thirty-six (36) MJ/m3 and shall have a Gross 
 Heating Value of not greater than forty-four (44) MJ/m3 ; 


 (b) shall be commercially free at prevailing pressure and temperature in Transporter’s pipeline from 
 sand, dust, gums, hydrocarbons liquefiable at temperature in excess of minus ten degrees Celsius 
 (-10˚C) and at the prevailing operating pressure, impurities, other objectionable substances 
 which may become separated from the Gas, and other solids or liquids which will render it 
 unmerchantable or cause injury to or interference with proper operation of the lines, regulators, 
 meters or other facilities through which it flows; and shall not contain any substance not 
 normally contained in Gas, other than traces of those materials and chemicals necessary for the 
 transportation and delivery of the Gas and which do not cause it to fail to meet any of the quality 
 specifications herein set forth; 


 (c) shall contain no more than 6 milligrams of hydrogen sulphide per cubic metre and no more than 
 23 milligrams of total sulphur per cubic metre of Gas, in each instance as determined by 
 standard methods and testing; 


 (d) shall contain no more than two percent (2%) by volume of carbon dioxide; 


 (e) shall contain no more than sixty-five (65) milligrams of water vapour per cubic metre of Gas; 


 (f) shall not exceed a temperature of fifty degrees Celsius (50˚C); 


 (g) shall be as free of oxygen as practicable and shall in any event contain no more than four tenths 
 of one percent (0.4%) by volume of oxygen; and 


 (h) shall in no event, contain any mix of components that will cause the presence of any liquids in 
 the Pipeline under normal operating conditions.  


11.2 In the event gas tendered to Transporter by or on behalf of Shipper fails to meet the specifications in Article 
11.1, Transporter may refuse to receive the gas, in which case, Transporter will as soon as possible inform 
the Shipper to allow Shipper to promptly remedy any deficiency in quality. 


11.3 Transporter reserves the right to waive any or all of such gas quality provisions if it is determined by 
Transporter that such waiver can be granted without, in any way, jeopardizing the integrity of the Pipeline, 
or being adverse to the Shipper. 


ARTICLE 12 
MEASUREMENT AND MEASUREMENT EQUIPMENT 


12.1 All Gas delivered by Shipper to Transporter at the Receipt Point(s) and all such Gas delivered by Transporter 
at the Delivery Point shall be measured using equipment owned and maintained by Transporter, or, in the 
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sole discretion of Transporter, an upstream pipeline operator, as to both volume and Gross Heating Value, 
where Transporter’s measurement practices and equipment standards are as follows: 


 (a) A unit of volume for purpose of report shall be 103m3 of Gas. 


 (b) The volume of the Gas received from Shipper shall be determined in accordance with the 
 Electricity and Gas Inspection Act (Canada) and the Regulations thereunder. 


 (c) The absolute atmospheric pressure used for volume calculations shall be assumed to be a 
 specific pressure determined by calculations based on the actual elevation above sea level at the 
 site of the meter, regardless of variations in actual barometric pressure.  The formula used to 
 calculate the atmospheric pressure shall be in accordance with the methodology prescribed 
 pursuant to the Electricity and Gas Inspection Act (Canada) and the Regulations thereunder. 


 (d) The determination of Gross Heating Value of Gas received or delivered shall be performed in a 
 manner approved under the Electricity and Gas Inspection Act (Canada) and the Regulations 
 thereunder or, if a manner for such determination is not set out in that Act, in accordance with 
 industry accepted standards, and, in any event, in a manner to ensure that the Gross Heating 
 Value so determined is representative of the Gas received or delivered at the Receipt or Delivery 
 Point. 


12.2 All meters and measuring equipment for the determination of volume, Gross Heating Value or relative 
density shall be approved pursuant to, and installed and maintained in accordance with, the Electricity Act 
(Canada) and the Regulations thereunder.  Notwithstanding the foregoing, all installation of equipment 
applying to or effecting deliveries of Gas shall be made in a manner permitting accurate determination of 
the quantity of Gas delivered and ready verification of the accuracy of measurement.  Care shall be 
exercised by Transporter and by Shipper in the installation, maintenance and operation of pressure 
regulating equipment so as to prevent any inaccuracy in the determination of the volume of Gas delivered 
under the Service Agreement. 


12.3 Transporter shall verify the accuracy of its measuring equipment once each month or at such longer 
intervals as agreed to by the parties.  Transporter will verify the accuracy of measuring equipment whenever 
requested by Shipper, provided requests do not require verification more than once in any month.  If upon 
a requested verification, the measuring equipment is found to be registering correctly (which shall include 
any inaccuracy of two percent (2%) or less as mentioned below), the cost of such requested verification 
shall be charged to and borne by the requesting party; otherwise the cost of all requested verifications shall 
be borne by Transporter.  If, upon any test, measuring equipment is found to be inaccurate but not by more 
than two percent (2%) then the previous readings of the equipment shall be corrected to zero error for any 
period which is known definitely or can be agreed upon, but if the period is not known definitely or cannot 
be agreed upon, such corrections shall be for a period covering the last half of the time elapsed since the 
date of the last test. 


ARTICLE 13 
POSSESSION AND CONTROL OF GAS AND LIABILITY; REPRESENTATIONS, WARRANTIES AND COVENANTS 


13.1 Transporter shall be deemed to be in possession and control of, and responsible for, all Gas received by it 
until such Gas is delivered by it as if it were the owner thereof.  Without limiting the generality of the 
foregoing, Transporter shall have the right at all times to commingle such Gas with other Gas in the Pipeline.  
Gas delivered by Transporter shall have the quality that results from Gas having been transported and 
commingled in the Pipeline. 
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13.2 Each Party assumes full responsibility and liability for the maintenance and operation of its respective 
properties and shall indemnify and save harmless the other Party from all liability and expense on account 
of any and all damages, claims or actions, including injury to and death of persons, arising from any act or 
accident in connection with the installation, presence, maintenance and operation of the property and 
equipment of the indemnifying party, or in connection with the presence of Gas deemed to be in the 
possession and control of the indemnifying Party. 


13.3 Shipper represents, warrants and covenants to Transporter that Shipper will, at the time of tendering Gas 
to Transporter, have title to or right to tender all Gas tendered by Shipper or on its behalf to Transporter 
for transportation. 


13.4 Transporter represents, warrants and covenants to Shipper that, at the time of delivery of Gas for Shipper’s 
account, such Gas will be free and clear of all liens and encumbrances arising under or by virtue of 
Transporter. 


13.5 Shipper shall indemnify Transporter and save Transporter harmless from and against all claims, actions or 
damages arising from any adverse claim by third parties claiming ownership or an interest in the Gas 
tendered to Transporter for transportation. 


13.6 Subject to the provisions of Section 4.3, Transporter and Shipper shall indemnify each other and save each 
other harmless from and against all suits, actions, debts, accounts, damages, costs, losses and expenses 
arising out of the adverse claim of any Person or Persons for any taxes and assessments, licenses, fees, 
royalties or charges which are applicable prior to the time of delivery of such Gas to such other Party. 


ARTICLE 14 
AGENCY MATTERS  


14.1 Shipper may appoint any third party to act as its nominating agent with authority for compliance with 
Transporter’s nomination procedures pursuant to Article 3.  Such appointment will be made by executing 
and delivering the nominating agency agreement in the form attached as Schedule B. 


ARTICLE 15 
FORCE MAJEURE 


15.1 Subject to the provisions of Article 4 and Section 7.1 herein, neither Party shall be liable to the other Party 
if it is unable to perform its obligations, in whole or in part, under this Agreement when such inability is due 
to an event of Force Majeure.  “Force Majeure” means any event or occurrence not within the control of 
the Party claiming Force Majeure and which by the exercise of due diligence such Party is unable to prevent 
or overcome, including any acts of God (including epidemics, landslides, lightning, earthquakes, fires, 
storms, floods and washouts), civil disturbances, strikes, lockouts and other industrial disturbances, acts of 
the public’s enemies (including sabotage, terrorism, wars, riots, blockades and insurrections), acts and 
restraints of any governmental body or authority, interruptions by government or court orders, present or 
future valid orders of any regulatory body having jurisdiction, explosions, breakage or accident to machinery 
or pipelines or freezing of pipelines, or obstructions of pipelines or appurtenances thereto, or inability to 
obtain materials or equipment, inability to obtain permits, orders, licenses, certificates or other 
authorizations, and any other cause, whether of the kind herein enumerated or otherwise, not within the 
control of the Party claiming Force Majeure and which by the exercise of due diligence such Party is unable 
to prevent or overcome, provided that in no event will a change in economic circumstances of an affected 
Party, a delay in settlement of disputes among two or more Parties, insolvency or a lack of finances, 
constitute Force Majeure.   
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15.2 Any causes or contingencies which entitle a Party to claim Force Majeure shall not relieve the Party of 
liability in the event it fails to use due diligence to remedy the situation and remove the cause of the claimed 
Force Majeure in an adequate manner and with all reasonable dispatch, nor shall such causes or 
contingencies relieve the Party of liability unless: 


(a) the Party gives notice to the other Party claiming Force Majeure relief under this Article 15 and 
setting out the full particulars of the claimed Force Majeure and its proposed course of action to remedy 
and overcome the claimed Force Majeure as soon as reasonably possible after the occurrence of the 
claimed Force Majeure; and 


(b) the Party gives written notice to the other Party as soon as reasonably possible upon termination 
of the claimed Force Majeure, and promptly resumes performance of its obligations hereunder.  


15.3 The settlement of strikes or lockouts shall be entirely within the discretion of the affected Party and the 
Parties agree that the requirement in Section 15.2 that any event of Force Majeure shall be remedied with 
the exercise of due diligence by the affected Party shall not require settlement of strikes or lockouts by 
acceding to the demands of opposing Persons when such course is inadvisable, in the sole discretion of the 
affected Party. 


ARTICLE 16 
DEFAULT AND TERMINATION 


16.1 The occurrence and continuation of a material breach by Transporter of any of its obligations under the 
Service Agreement including these General Terms and Conditions, unless it occurs as a result of a breach 
by Shipper of its obligations, shall constitute a “Transporter Default”. 


16.2 The occurrence and continuation of a material breach by Shipper of any of its obligations under the Service 
Agreement including these General Terms and Conditions (other than those obligations which, if breached, 
would constitute a Critical Shipper Default under Section 16.5), unless it occurs as a result of a breach by 
Transporter of its obligations, shall constitute a “Shipper Default”. 


16.3 Upon the occurrence and continuation of a Transporter Default under Section 16.1 or a Shipper Default 
under Section 16.2, the non-defaulting Party shall, at its option, have the right to specific performance of 
the Service Agreement and/or to receive damages, as would be available under law by giving notice to the 
defaulting Party, and/or to terminate the Service Agreement in accordance with Section 16.4. 


16.4 In the event of a Transporter Default or Shipper Default, then either Transporter (in the case of a Shipper 
Default) or Shipper (in the case of a Transporter Default) may thereafter terminate the Service Agreement 
by giving sixty (60) days’ prior written notice of termination to the other Party; but if the default is cured 
within such notice period, then termination will not be effective. 


16.5 The occurrence and continuation of any of the following events during the term of the Shipper’s Service 
Agreement shall constitute a “Critical Shipper Default”: 


(a) the Shipper or Shipper’s Guarantor fails to pay or cause to be paid all or any portion of any 
amount(s) due and payable to Transporter under the Service Agreement, including these General 
Terms and Conditions, which failure or default remains outstanding for a period of thirty (30) 
Business Days after notice thereof is provided to Shipper and, if applicable, Shipper’s Guarantor; 
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(b)  the Shipper or Shipper’s Guarantor fails to, or ceases to, meet any of the credit requirements 
under Article 17, including without limitation a Guarantee from Shipper’s Guarantor, or if Shipper 
or Shipper’s Guarantor fails to, or ceases to, provide Credit Support, as determined by Transporter 
from time to time, which failure or default remains outstanding for a period of five (5) Business 
Days after notice thereof is provided to Shipper and, if applicable, Shipper’s Guarantor; or 


 (c) the Shipper or Shipper’s Guarantor commits an act of bankruptcy or institutes proceedings for its 
winding up, liquidation or dissolution, or consents to the appointment of a monitor, receiver, 
liquidator, trustee or assignee in bankruptcy or insolvency of all or any material part of its assets, 
or makes an assignment for the benefit of creditors, or publicly announces or admits in writing its 
inability to pay its debts generally as they become due, or suspends or threatens to suspend 
transaction of all or any substantial part or its usual business, or any action is taken in furtherance 
of any of the foregoing. 


16.6 Upon the occurrence and continuation of a “Critical Shipper Default” under section 16.5, or in the event of 
an uncured “Shipper Default” for which notice of termination has been given under section 16.4, 
Transporter shall, at its option, have the right to terminate the Service Agreement and declare the Early 
Termination Charge to be immediately due and payable by Shipper and, if applicable, its Guarantor as 
liquidated damages and not as a penalty. 


16.7 Immediately after the Early Termination Charge is declared by Transporter to be due and payable 
hereunder, Transporter may take all such steps and exercise such remedies as may be permitted under the 
Service Agreement including these General Terms and Conditions, at law, or in equity to recover the full 
amount of the Early Termination Charge, including, without limitation, drawing down or calling upon the 
Credit Support or the Guarantee.  The rights and remedies of Transporter arising from a Critical Shipper 
Default are cumulative and any single or partial exercise by Transporter of any right or remedy shall not be 
deemed to be a waiver of, or to alter, affect or prejudice any other rights or remedies to which Transporter 
may be entitled for the same default.  Upon the occurrence of a Critical Shipper Default, Transporter may 
bring suit at law, in equity or otherwise, for any available relief or purpose, including but not limited to: (i) 
the specific performance of, or declaratory relief with respect to any covenant or agreement of Shipper or 
Shipper’s Guarantor in the Service Agreement; or (ii) the recovery of judgment for any and all amounts due 
in respect of the Early Termination Charge. 


16.8 If the Service Agreement is not sooner terminated pursuant to the provisions of these General Terms and 
Conditions, then it will terminate as provided for in the Service Agreement. 


16.9 No termination of the Service Agreement, however affected, shall affect or extinguish any rights or 
obligations of the Parties which accrued prior to the date of termination or extinguish any remedies 
available to any Party at law, equity or as provided for herein. 


16.10 No waiver by Transporter or Shipper of any one or more defaults by the other in the performance of any 
provisions of the Service Agreement shall operate or be construed as a waiver of any continuing or future 
default or defaults, whether similar in nature or not. 


ARTICLE 17 
CREDIT REQUIREMENTS 


17.1 During the term of the Service Agreement, Shipper or, if applicable, its Guarantor, shall provide Credit 
Support, as set forth herein.  
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17.2 Shipper understands and agrees that at any time after the Effective Date, Shipper or, if applicable, its 
Guarantor ceases to be Creditworthy, Shipper shall provide to Transporter the requisite additional Credit 
Support within five (5) Business Days of the Shipper or, if applicable its Guarantor, ceasing to be 
Creditworthy. 


17.3 Notwithstanding any provisions of the Service Agreement (including these General Terms and Conditions) 
to the contrary, if Shipper or Shipper’s Guarantor: (i) ceases to be Creditworthy; or (ii) fails to provide Credit 
Support or, if applicable, the Guarantee; Transporter may, upon five (5) Business Days’ notice, immediately 
suspend any or all Service to Shipper, provided that any such suspension shall not relieve Shipper from any 
obligation to pay the Demand Charge, or any other amount(s) payable under the Service Agreement. 


17.4 If Shipper or Shipper’s Guarantor ceases to be Creditworthy and fails to provide Credit Support or the 
Guarantee after it has been requested in accordance with Section 17.3, Transporter may, in addition to any 
other remedy that may be available to it, upon five (5) Business Days’ notice: 


 (i) terminate any or all Service to Shipper under the Service Agreement; and 


 (ii)  declare an amount equal to the Early Termination Charge to be immediately due and payable to 
Transporter as liquidated damages and not as a penalty. 


17.5 If Credit Support is provided pursuant to this Article 17 and Shipper is later Creditworthy, Transporter shall 
return to Shipper whatever form of additional Credit Support it then holds to secure Shipper’s obligations 
hereunder. 


17.6 Shipper and, if applicable, Guarantor shall furnish to Transporter, as soon as available, and, in any event, 
within one hundred and twenty (120) days after the end of each fiscal year of both of Shipper and guarantor, 
its audited consolidated financial statements setting forth in comparative form the corresponding figures 
of the preceding fiscal year together with an auditor’s report thereon. In the event no audited consolidated 
financial statements are available, Shipper and, if applicable, Guarantor shall furnish unaudited 
consolidated financial statements certified by an authorized officer of Shipper and, if applicable, Guarantor.  


17.7 Shipper and, if applicable, Shipper’s Guarantor shall give immediate notice to Transporter of the occurrence 
of any of the following events:  (i)  a credit rating downgrade; (ii) a negative change in credit outlook; or (iii) 
notification from a recognized rating agency that Shipper or Shipper’s Guarantor will be placed on credit 
watch status.  For the purposes of this Section 17.7, “change” shall include a pending or threatened change. 


17.8 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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ARTICLE 18 
LIABILITY AND LIMITATION OF LIABILITY 


18.1 Transporter’s and Shipper’s liability to each other is limited to direct damages only.  In no event, other than 
for gross negligence or wilful default, shall either Transporter or Shipper be liable for loss of profits, 
consequential, incidental, punitive, or indirect damages, in tort, contract or otherwise.  


ARTICLE 19 
MISCELLANEOUS 


19.1 Each Service Agreement that adopts these General Terms and Conditions shall also agree to or have articles 
such that: 


(a) No waiver by either party of any default by the other in the performance of any of the provisions of a 
Service Agreement shall operate or be construed as a waiver of any other or future default or defaults, 
whether of a like or a different character. 


(b) Either party may assign its rights under a Service Agreement subject to the written consent of the non-
assigning party, such consent not to be unreasonably withheld. 


(c) Nothing in a Service Agreement or herein shall prevent any of the parties from pledging or mortgaging 
its rights under a Service Agreement as security for its indebtedness. 


(d) A Service Agreement shall enure to the benefit of and be binding upon the parties thereto and their 
respective successors and permitted assigns. 


(e) A Service Agreement together with these General Terms and Conditions and Transporter’s Toll 
Schedules for Service incorporated therein by reference, constitutes the entire agreement between 
the parties and supersedes all previous agreements, understandings, negotiations and representations 
between the parties. 


(f) No amendment or variation of a Service Agreement shall be effective or binding upon the parties unless 
such amendment is set forth in writing and duly executed by the parties thereto. 


(g) If any provision or provisions of a Service Agreement be determined by a court of competent 
jurisdiction to be illegal or not enforceable, it or they shall be considered separate and divisible from a 
Service Agreement and the remaining provisions of a Service Agreement shall remain in force and be 
binding upon the parties as though the illegal or unenforceable provision or provisions had never been 
included. 


(h) A Service Agreement and the rights and obligations of the parties are subject to all present and future 
laws, rules, regulations and orders of any legislative body, government agency or duly constituted 
authority now or hereafter having jurisdiction over the parties. 


(i) A Service Agreement shall be construed in accordance with the laws of British Columbia. 
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SCHEDULE A 


FORM OF GUARANTEE 


THIS GUARANTEE (this “Guarantee”), dated <@>, is issued and delivered by _____________________ and 
_____________________ (collectively, the “Guarantor”), for the account of <@> {insert name of Shipper} (the 
“Obligor”), and for the benefit of Pacific Northern Gas Ltd. (the “Beneficiary”). 


Background Statement 


In connection with the Service Agreement for Firm Transportation Service between the Beneficiary and the Obligor 
dated <@> (as it may be amended or otherwise modified from time to time hereafter in accordance with Section 2 
below, (the “Agreement”), the Obligor has requested that the Guarantor deliver to the Beneficiary this Guarantee. 


NOW THEREFORE, in consideration of the foregoing and for other good and valuable consideration, receipt of which 
is hereby acknowledged by all parties hereto, the Guarantor and the Beneficiary hereby agree as follows: 


1. Guarantee.  Upon the terms set forth in this Guarantee, the Guarantor hereby guarantees to the Beneficiary 
the timely performance when due of all of the Obligor’s payment obligations under the Agreement, including, 
without limitation, the obligation to pay the Early Termination Charge (the “Guaranteed Obligations”). 


Subject to the other terms of this Guarantee, the liability of the Guarantor under this Guarantee is limited to payment 
and performance of the Guaranteed Obligations.  Except as may specifically be provided in the Agreement in respect 
of the Guaranteed Obligations, the Guarantor shall not be liable for or required to pay any consequential or indirect 
loss (including but not limited to loss of profits), exemplary damages, punitive damages, special damages, or any 
other damages or costs.  For clarity with respect to the foregoing limitation of liability, the Guarantor and Beneficiary 
acknowledge and agree that it is the intent of this Guarantee that no law, theory or public policy be given effect 
which would undermine, diminish or reduce the effectiveness of the waiver of damages provided in the preceding 
sentence, and the Guarantor and the Beneficiary further agree that such waiver shall be given the fullest effect, 
notwithstanding the negligence (whether sole, joint, or concurrent), gross negligence, wilful misconduct, strict 
liability or other legal fault of the Guarantor. 


2. Effect of Amendments.  The Guarantor agrees that the Beneficiary and the Obligor may amend or otherwise 
modify the Agreement from time to time hereafter, and that the Beneficiary may delay or extend the date on which 
any payment must be made by the Obligor pursuant to the Agreement or delay or extend the date on which any act 
must be performed by the Obligor under the Agreement, all without notice to or further assent by the Guarantor, 
who shall remain bound by this Guarantee notwithstanding any such act by the Beneficiary or the Obligor. 


3. Waiver of Rights; Reservation of Rights of the Obligor.  The Guarantor expressly waives (i) protest, (ii) 
notice of default by the Obligor or any other person or entity, (iii) notice of acceptance of this Guarantee by the 
Beneficiary, (iv) demand on the Obligor or any other person or entity for payment of any of the Guaranteed 
Obligations, and (v) the right to require that a judgment have been previously rendered against the Obligor or any 
other person or entity, or that the Obligor or any other person or entity be joined in any action against the Guarantor.  
Without limiting the Guarantor’s own defences and rights hereunder, the Guarantor reserves to itself all rights, 
setoffs, counterclaims and other defences that the Obligor may have to payment of all or any portion of the 
Guaranteed Obligations except defences arising from the bankruptcy, insolvency, dissolution or liquidation of the 
Obligor and other defences expressly waived in this Guarantee. 


4. Primary Liability of the Guarantor.  The Guarantor agrees that the Beneficiary may enforce this Guarantee 
without the necessity at any time of resorting to or exhausting any other security or collateral.  This Guarantee is a 
continuing guarantee of payment and not merely of collection. 
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5. Guarantee Absolute and Unconditional.  The obligations of the Guarantor under this Guarantee shall be 
absolute and unconditional, shall not be subject to any counterclaim, set-off, deduction or defence based upon any 
claim the Guarantor may have against the Beneficiary or any other person or entity, whether in connection with this 
Guarantee or any other transaction, and shall remain in full force and effect without regard to, and shall not be 
released, discharged or in any way affected or impaired by any occurrence, matter, circumstance or condition 
whatsoever (whether or not the Guarantor has any knowledge or notice thereof or has consented thereto), other 
than the complete payment and performance of the Guaranteed Obligations. 


6. Default by Guarantor.  If default is made in the performance of or compliance with the Guaranteed 
Obligations, the Guarantor will also pay to the Beneficiary such amounts as shall be sufficient to pay the costs and 
expenses of collection of or of otherwise enforcing any of the rights of the Beneficiary under this Guarantee or 
otherwise (including legal fees and disbursements as actually incurred by the Beneficiary). 


7. Term of Guarantee.  This Guarantee and the rights and obligations hereunder shall terminate and be of no 
further force or effect (and no party hereto shall have any further liability hereunder) upon termination of the 
Agreement, provided that the Guarantor shall remain liable hereunder for Guaranteed Obligations that arise prior 
to the termination of the Agreement. 


8. Demand.  If the Obligor shall fail to pay or cause to be paid all or any portion of the Guaranteed Obligations 
as and when the same shall become due and payable pursuant to the Agreement or otherwise, then the Beneficiary 
shall be entitled, by notice to the Guarantor, to make a demand upon the Guarantor for the payment of the 
Guaranteed Obligations or that portion thereof which the Obligor has failed to pay.  The Guaranteed Obligations or 
any portion thereof in respect of which demand shall have been made pursuant hereto shall become immediately 
due and payable by the Guarantor under this Guarantee upon such demand for payment being made.  If the 
Guarantor fails to make each such payment to Transporter when due, a late payment charge of 1 ½% of the 
outstanding amount or such other charge as may be approved by the BCUC for late payments under Transporter’s 
General Terms and Conditions – Industrial Transportation Service from time to time shall be included in the bill 
rendered by Transporter in respect of the Guaranteed Obligations or that portion thereof which the Guarantor has 
failed to pay to Guarantor for such Month or alternatively any subsequent Month, as determined by Transporter. 


9. Remedies.  The Beneficiary may, at its option, proceed against the Guarantor under this Guarantee to 
enforce any of the Guaranteed Obligations when due without first proceeding against the Obligor or any other 
person or entity and without first resorting to any direct or indirect security, any other guarantee, or any other 
remedy.  The Guarantor hereby unconditionally waives diligence, presentment, demand for payment, protest and 
all notices whatsoever, renounces the benefit of division and discussion, and unconditionally waives any 
requirement that the Beneficiary exhaust any right, power or remedy against the Obligor or the Guarantor under 
the Agreement, any other guarantee or any other agreement or instrument referred to herein or therein, or against 
any other person or entity under any other guarantee of, or security for, any of the Guaranteed Obligations, before 
proceeding against the Guarantor under this Guarantee.  The Guarantor hereby waives any duty on the part of the 
Beneficiary to disclose to the Guarantor anything which the Beneficiary may now or hereafter know concerning the 
Obligor, any other person or any other matter whatsoever, even if the Beneficiary has reason to believe any such 
information materially increases the risk beyond that which the Guarantor intends to assume hereunder. 


10. Set-Off.  Following a demand by the Beneficiary pursuant to Section 8 of this Guarantee, the Beneficiary 
may at any time set-off and apply any deposits (general or special, time or demand, provisional or final) for other 
indebtedness owing by the Guarantor to or for the credit of the Beneficiary against any and all of the Guaranteed 
Obligations, and the Beneficiary shall promptly notify the Guarantor of any such set-off or application, provided that 
the failure to do so shall not affect the validity thereof.  The rights of the Beneficiary under this Section 10 are in 
addition to any other rights and remedies, including any other rights of set-off, that the Beneficiary may have. 
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11. Representations.  Each party comprising the Guarantor hereby represents and warrants that: (i) it is a 
________________________________ duly formed, validly existing and in good standing under the laws of its 
jurisdiction of formation; (ii) it has the power and authority to execute, deliver and perform this Guarantee under 
its formation documents; (iii) the execution, delivery and performance by it of this Guarantee have been duly 
authorized by all requisite corporate, partnership, limited liability company, or other legal entity action; (iv) this 
Guarantee constitutes a legal, valid and binding obligation of the Guarantor, enforceable against the Guarantor in 
accordance with its terms; (v) the execution, delivery and performance by the Guarantor of this Guarantee will not 
violate, conflict with or result in a breach of, any material provisions of any of the terms and conditions of its 
formation documents, any material agreement to which it is a party, or any order binding on it, except in each case, 
to the extent such violation, conflict or breach would not have a material adverse effect on its ability to perform its 
obligations under this Guarantee; and (vi) the Guarantor will (directly or indirectly) benefit from the transactions 
contemplated in the Agreement. 


12. Subrogation.  The Guarantor shall be subrogated to all rights of the Beneficiary against the Obligor in 
respect of any amounts paid by the Guarantor pursuant to this Guarantee; provided, however, until all of the 
Obligor’s payment obligations under the Agreement have been paid in full, (i) the Guarantor shall have no right of 
subrogation in respect of any amounts paid by the Guarantor pursuant to this Guarantee, and (ii) the Guarantor 
hereby waives and agrees not to assert any right to enforce by way of subrogation any remedy which the Beneficiary 
now has or may hereafter have against the Obligor. 


13. Notice of Default.  The Beneficiary shall provide prompt written notice to the Guarantor if the Obligor 
defaults under the Agreement with respect to any Guaranteed Obligation; provided that any failure by the 
Beneficiary to so notify the Guarantor shall not relieve the Guarantor from performing its obligations under this 
Guarantee. 


14. Governing Law.  This Guarantee shall be governed by and construed in accordance with the laws of the 
Province of British Columbia and the federal laws of Canada applicable therein, excluding such conflict of laws 
doctrines as may cause the laws of some other jurisdiction to apply. 


15. Dispute Resolution.  All disputes arising out of or in connection with this Guarantee, or in respect of any 
defined legal relationship associated therewith or derived therefrom, shall be resolved by legal proceedings through 
the British Columbia courts system, and the parties hereby submit to the exclusive jurisdiction of any British 
Columbia court of competent jurisdiction and agree that all documents commencing an action for legal proceedings 
arising out of or relating to this Guarantee shall be issued or filed at the clerk’s office in the judicial centre of 
Vancouver and agree further that such courts shall be the exclusive forum for resolving any dispute or controversy 
under or with respect to this Guarantee. 


16. Entire Agreement; Acceptance; Amendments.  This Guarantee integrates all of the terms and conditions 
mentioned herein or incidental hereto and supersedes all oral negotiations and prior writings in respect to the 
subject matter hereof.  By acceptance of this Guarantee, the Beneficiary agrees to be bound by the terms and 
provisions hereof.  This Guarantee may only be amended or modified by an instrument in writing signed by each of 
the Guarantor and the Beneficiary. 


17. Headings.  The headings of the various Sections of this Guarantee are for convenience of reference only 
and shall not modify, define or limit any of the terms or provisions hereof. 


18. No Third-Party Beneficiary.  This Guarantee is given by the Guarantor solely for the benefit of the 
Beneficiary, and may not be relied upon by any other person or entity, except any lenders to the Beneficiary who 
may from time to time request that the Guarantor provide them with written acknowledgments of the existence 
and enforceability of this Guarantee. 
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19. Assignment.  Neither the Guarantor nor the Beneficiary may assign its rights or obligations under this 
Guarantee without the prior written consent of the other, except that the Beneficiary may, upon thirty (30) days 
prior written notice, make an assignment of all of its rights and obligations under this Guarantee without such 
consent in conjunction with the assignment by the Beneficiary of all of its rights and obligations under the 
Agreement, provided that such assignment is expressly permitted under the Agreement.  Any purported assignment 
in violation of this Section 19 shall be null and void and of no force or effect. 


20. Notices.  All notices, demands and requests hereunder by a party hereto to another party hereto shall be 
in writing, and shall be delivered by hand, by nationally recognized overnight courier, by facsimile, or by registered 
or certified mail, return receipt requested, first class postage prepaid, addressed as specified for each party below 
in this Section 20.  The day on which such notice, demand or request is received by such other party shall be the 
date of delivery; provided that a notice given in accordance with this Section 20 but received on any day other than 
a business day, or after business hours in the place of receipt, shall be deemed to be received on the next business 
day in that place.  A party may change its address or facsimile number specified for notices herein by designating a 
new address or facsimile number for notices by notice to the other party in accordance with this Section 20. 


If to the Guarantor, at: 


__________________  


___________________  


___________________ 


If to the Beneficiary, at: 


__________________  


___________________  


___________________ 


21. No Waivers, Remedies.  No failure on the part of the Beneficiary to exercise, and no delay in exercising, any 
right under this Guarantee shall operate as a waiver thereof, nor shall any single or partial exercise of any right under 
this Guarantee preclude any other or further exercise thereof or the exercise of any other right, nor shall any waiver 
of one provision be deemed to constitute a waiver of any other provision (whether or not similar).  No waiver of any 
of the provisions of this Guarantee shall be effective unless it is in writing duly executed by the waiving party.  The 
remedies herein provided are cumulative and not exclusive of any other remedies provided by law. 


22. Time of Essence.  Time shall be of the essence hereof. 


23. Joint and Several Liability.  If the Guarantor is comprised of more than one party, notwithstanding any 


provisions herein to the contrary, the liability under this Guarantee of each party constituting the Guarantor shall 


be joint and several. 


 


IN WITNESS WHEREOF, the Guarantor has executed this Guarantee as of the day and year first above written. 
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The Guarantor: 


 


By: ________________________________ 


 


By: ________________________________ 
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SCHEDULE B 


FORM OF NOMINATING AGENCY AGREEMENT 


Agency Appointment for Service Agreements 


 


____________________________  (the “Shipper”) requests that _______________________________ (the 


“Nominating Agent”) be appointed to take responsibility on behalf of the Shipper for compliance with the 


nomination procedures in Article 3 of Transporter’s General Terms and Conditions which form part of  the Service 


Agreement dated __________________ between Shipper and Transporter (the “Service Agreement”).  The agent 


will have all the power and authority required to perform all nominating functions necessary in relation to the 


Agent’s authority on behalf of Shipper.  Further, Shipper agrees that Transporter has full authority to deal with the 


Agent with respect to all nominating matters relating to the Agent’s authority as if dealing direct with the Shipper. 


Notwithstanding this agency appointment, nothing in this agreement shall diminish or relieve the Shipper of the 


responsibility to ensure compliance with contractual obligations to Transporter pursuant to the Service 


Agreement.  Shipper hereby agrees to indemnify and save harmless Transporter from any losses, demands, claims, 


costs or expenses that it may incur or that may arise due to Transporter’s reliance upon the Agent’s authority. 


The parties further agree that the Agent accepts full responsibility to comply with requests from Transporter in 


relation to those matters within the scope of this agreement’s authority, more specifically set out above. 


This appointment of Agent shall be effective on __________________ and shall remain in effect until the earlier of: 


1) upon one (1) day’s written notice of termination of the agency appointment is received by Transporter 
from Shipper; 


2) upon one (1) day’s written notice is provided by Transporter to Shipper terminating the Agent’s 
appointment due to default; or  


3) the termination of the Service Agreement. 
 


This Agency Agreement shall be governed by and construed in accordance with the laws of the Province of British 


Columbia. Nothing herein contained shall release Shipper from any of its obligations, agreements, covenants, 


representations or warranties contained in the Service Agreement. 
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I/we the signatories on behalf of the Shipper, hereby confirm and warrant in favour of Transporter the I/we have 


authority to execute this agreement on behalf of Shipper. 


 


        [Shipper]     


          


               Per:       


        Name: 


        Title: 


        


        


        [Agent]      


        


        Per:      


        Name: 


        Title: 


Agreed and accepted the         day of                , 20   . 


 


Pacific Northern Gas Ltd. 


 


Per: ______________________________________ 


Name: 


Title: 








 


 


INTERCONNECTING TRANSPORTATION RESERVATION AGREEMENT 


This Agreement is made as of the 23
rd



th day of January, 2015, 2019. 


 


BETWEEN: 
 


EDF TRADING LIMITED, a company incorporated in England and Wales whose 


registered address is 80 Victoria Street, Cardinal Place, London, SE1E 5JL, United Kingdom 


(“Shipper”); 
 


<*> 


(“Shipper”); 


AND: 
 


Pacific Northern Gas LtdPACIFIC NORTHERN GAS LTD., a corporation 


under the laws of the Province of British Columbia, having its head office in the 


City of Vancouver (“PNGTransporter”). 


WHEREAS: 
 
A.        PNG owns and operates the Pipeline; 


 
B.        Shipper has entered into a Gas Transportation  Services Agreement  with PNG dated 


December 12, 2014 for Gas transportation service on the Pipeline and  Shipper proposes to 


contract for Gas transportation service with PNG for the Interconnecting Pipeline in order to 


transport Shipper’s Gas from the terminus of the Pipeline in Kitimat to the proposed floating 


liquefied natural gas and appurtenant facilities being developed by Shipper and other participants 


to be located on or about District Lot 99, Kitimat Township (the “Shipper’s Project”); 
 
C.        Subject  to  the  terms  and  conditions  of  this  Agreement,  PNG  will  use  reasonable 


commercial efforts to obtain permits for, develop and construct the Interconnecting Pipeline and 


enter into Service Agreements with Shippers for the transportation of Gas; 
 


A. D.        Shipper is developing a project which, once in operation, will require natural gas at 


the Delivery Point as of the Shipper’s Service Request Date; and 


A.B. Shipper wishes to receive firm Service on the Interconnecting PipelineTransporter’s 


Pipeline subject to the exercise of Shipper’s Transportation Option under this Agreement; 
 
E.        Subject to the terms and conditions of this Agreement, the Shipper will be responsible for 


certain costs to develop and construct the Interconnecting Pipeline in the event that this 


Agreement is terminated prior to a Service Agreement between PNG and the Shipper becoming 


effective; 
 







F.        The  Shipper  and  PNG  wish  to  confirm  their  mutual  understandings  concerning  the 


schedule, process and coordination for permitting, development and construction of the 


Interconnecting Pipeline. 
 


NOW THEREFORE, in consideration of the mutual covenants and agreements herein contained, 


and intending to be legally bound, PNGTransporter and the Shipper agree to the followingas 


follows: 







 
 


Article 1 


Definitions and Interpretation 
 


ARTICLE 11.1  


DEFINITIONS AND INTERPRETATION 


1.1 Definitions – Except as otherwise expressly provided in this Agreement, or unless the 


context otherwise necessarily requires, capitalized terms used in this Agreement will have 


the meanings ascribed thereto in Schedule “A”. “A”, and if not defined herein, they have 


the meanings ascribed to them in the Service Agreement (including the General Terms and 


Conditions). 
 


1.2 1.2 Interpretation Generally  – – Unless the context otherwise necessarily requires, 


the following provisions will govern the interpretation of this Agreement: 
 


(a) (a)       the words “hereof”, “herein” and “hereunder” and similar expressions will 


refer to this Agreement as a whole and not to any particular provision of this 


Agreement; 
 


(b) (b) the singular toof any term includes the plural and vice versa and the use of 


any term is equally applicable to any gender and, where applicable, to a body 


corporate; 
 


(c) (c)       except as otherwise specified in this Agreement, each reference to a statute, 


requirement of law or governmental consent will be deemed to refer to such statute, 


requirement of law or governmental consent as the same may be amended, 


supplemented or otherwise modified from time to time; 
 


(d) (d) where a term is defined, a derivative of that term will have a corresponding 


meaning; 
 


(e) (e)       the words “include”, “including” and similar expressions mean “including 


but not limited to”; 
 


(f) (f)        all references to “Articles”, “Sections” and “Schedules” are references to 


Articles and Sections of, and Schedules to and forming part of, this Agreement 


unless otherwise specified; 
 


(g) (g) the division of this Agreement into Articles, Sections, Schedules and other 


subdivisions and the insertion of headings are for convenience of reference only and 


are not intended to interpret, define or limit the scope, extent or intent of this 


Agreement or any provision hereof; 
 







(h) (h) subject to any restrictions on assignment set forth in this Agreement, any 


reference to a corporate or other business entity includes and is also a reference to 


any corporate or other business entity that is a successor to such entity; and 
 


(i) (i) except as otherwise defined in such agreement, terms used in this Agreement 


that have well-known technical, trade or industry meanings will be interpreted in 


accordance with those well-known technical, trade or industry meanings. 
 


1.3 1.3       Schedules  – – The following Schedules are attached  hereto to and made part of 


this Agreement: 


Schedule “A” – Definitions 


Schedule “B” – Service Reservation Request 


Schedule “C” – Form of Service Agreement 
 
 
 
 


 
Article 2 


Project Development and Quarterly Reporting 
 
2.1 Applications  for  Authorization  –  Upon  execution  of  all  ICTRAs,  PNG  shall  use 


reasonable commercial  efforts to  pursue all  PNG Project Authorizations in a timely 


manner in order to meet the Target Completion Date. Shipper shall use reasonable 


commercial efforts to pursue all Shipper Authorizations in a timely manner in order to 


allow commencement of construction of the gas liquefaction facilities required for receipt 


of Gas from the Interconnecting Pipeline on the Target Completion Date. 
 
2.2 Support for Project Authorizations - The Parties agree to provide reasonable support to 


each other on a timely basis in connection with any efforts to obtain outstanding PNG 


Project Authorizations or Shipper authorizations consistent with the terms of this 


Agreement, including participation in any regulatory proceedings in support of the 


aforesaid projects. 
 
2.3 Quarterly Status Reports – Commencing with the first calendar quarter ending after the 


Effective Date and for each successive calendar quarter ending thereafter until the 


termination of this Agreement, the Parties shall provide each other with true and accurate 


written reports (the “Quarterly Status Reports”). For the purposes of this Agreement, 


the Quarterly Status Reports shall be provided no later than fifteen (15) days after the end 


of each calendar quarter in any given year, being April 15th, July 15th, October 15th, and 


January 15th, respectively for each complete calendar year during the term of this 


Agreement. 
 


(a)       The reports to be provided by PNG will contain: 
 


(i) all material PNG Project Authorizations, their status and the progress 


being  made  by  PNG  in  securing  all  PNG  Project  Authorizations 


remaining outstanding as well as any changes in the Target Completion 


date ; 
 


(ii) the  Actual  Project  Development  Costs  spent  to  date,  the  remaining 


Estimated Project Development Cost budget, and any changes from the 


initial budget; 







 
(iii) the total number of Shippers, ,  the anticipated  pipeline capacity,  any 


changes in numbers of Shippers and/or projected pipeline toll versus the 


estimates provided to Shipper in Section 6.2(a); and 







 
 


(iv) copies of materials filed by PNG in support, and responses received, in 


the aforementioned proceedings in which the Shipper is not a party. 
 


(b)       In the case of reports provided by Shipper: 
 


(i) all Shipper Authorizations required, their status and the progress being 


made by Shipper in securing all Shipper Authorizations remaining 


outstanding; 
 


(ii)       Shipper Project Progress Updates; and 
 


(iii) Copies of materials filed in support, and responses received, in those 


proceedings relating to Shipper Authorizations in which PNG is not a 


party. 
 


 
 
 


Article 3 


Payment of Project Development Costs 
 
3.1 Shipper’s Responsibility for Project Development Costs – Subject to the true-up in 


accordance with Section 3.5, the Foundation Shipper will be responsible for paying 100% 


of Actual Project Development Costs. 
 
3.2 Initial Development Cost Payment – No later than (10) days after receipt of notice from 


PNG pursuant to Section 6.2(a), the Foundation Shipper will pay PNG an amount equal 


to the Estimated Project Development Costs. 
 
3.3       Interim Development Cost Payments or Refunds 


 
(a)       If PNG has notified Shipper of any increases to the budget of Estimated Project 


Development Costs under Section 2(a)(ii), Shipper shall have ten (10) days from 


the date of the PNG’s notice to pay to PNG an amount equal to the increase in the 


budget of Estimated Project Development Costs; 
 


(b) If PNG has notified Shipper of any decreases to the budget of Estimated Project 


Development Costs under Section 2(a)(ii), PNG will accompany such notice with 


a  payment  to  Shipper  in  an  amount  equal  to  the  decrease  in  the  budget  of 


Estimated Project Development Costs. 
 
3.4 Settlement of Final Project Development Costs – Within 30 days of the earlier of 


termination of this Agreement in accordance with Article 6 or the commencement of 


construction of the Interconnecting Pipeline in accordance with Section 5.2, PNG will 


provide written notice to Shipper of the Actual Project Development Costs incurred by 


PNG to the date of termination or date of commencement of construction of the 


Interconnecting pipeline, as the case may be. 
 


(a)       If the Actual Project Development Costs exceed the aggregated development cost 


payments received by PNG from Shipper under Sections 3.2 and 3.3 (net of any 







 
 


refund of development cost payments under Section 3.3(b)), Shipper shall have 


ten (10) days from the date of the PNG’s notice to pay to PNG an amount equal to 


such difference; 
 


(b) If the aggregated development cost payments received by PNG from Shipper 


under Sections 3.2 and 3.3 (net of any refund of development cost payments 


under Section 3.3(b)) exceed the Actual Project Development Costs, PNG will 


accompany such notice with a payment to Shipper in an amount equal to such 


difference. 
 
3.5 Development  Cost  True-up  –  any  Shipper,  other  than  the  Foundation  Shipper, 


concurrent with the execution and delivery of its Service Agreement in accordance with 


Section 6.1(b) will pay to PNG an amount equal to (i) Actual Project Development Costs 


multiplied by (ii) the ratio of Shipper’s Interconnecting Pipeline Contracted Capacity to 


the contracted capacity under all Service Agreements for service on the Interconnecting 


Pipeline (the “Development Cost True-up Funds”).  Within ten calendar days of receipt 


of Development Cost True-up Funds from any other Shipper, PNG will remit the 


percentage of such Development Cost True-up Funds to Shipper equal to (i) Shipper’s 


Interconnecting Pipeline Contracted Capacity, divided by (ii) the aggregated contracted 


capacity under Service Agreements for service on the Interconnecting Pipeline excluding 


the Contract Capacity of the Shipper paying the Development Cost True-up Funds. 
 


Article 4 


Reservation, Term and Termination 
 
4.1 Reservation of Capacity – In consideration of Shipper’s commitment to ship Gas, to 


assume  responsibility for  Shipper’s  share  of  the  costs  to  develop  and  construct  the 


Interconnecting Pipeline, to meet the credit requirements set out in Article 9 and other 


valuable consideration, the receipt and sufficiency of which are hereby acknowledged, 


PNG hereby reserves in favour of the Shipper the Interconnecting Pipeline Contracted 


Capacity and the corresponding right to receive Service pursuant to the Service 


Agreement. 
 
4.2 Coming into Effect of Provisions – The Parties agree that this Agreement comes into 


effect upon the Effective Date. 
 
4.3 Termination – This Agreement will terminate upon the earliest to occur of the following 


events: 
 


(a)       the Commencement  Date as  defined  in  each  Service Agreement  entered  into 


between PNG and the Shipper; 
 


(b)       termination in accordance with the provisions of Article 6 of this Agreement; or 
 


(c)       the Outside Completion Date, unless an extension is mutually agreed upon by 


PNG and the Shipper. 







 
 


Article 5 


Construction of the Interconnecting Pipeline 
 
5.1 Notice of Satisfaction of Conditions Precedent – Promptly after the date upon which 


any of the Conditions Precedent in Section 6.1 have been satisfied or waived by PNG, 


PNG will provide written confirmation of such satisfaction or waiver, as the case may be, 


to the Shipper.  Promptly after the date upon which any of the Conditions Precedent in 


Section 6.2 have been satisfied or waived by the Shipper, the Shipper will provide written 


confirmation of such satisfaction or waiver, as the case may be, to PNG.  Within thirty 


(30) days after the date on which all Conditions Precedent have been satisfied, PNG will 


execute and unconditionally deliver the Service Agreement to Shipper. 
 
5.2 Commence  to  Construct  the  Interconnecting  Pipeline  –  Upon  the  satisfaction  or 


waiver of the Conditions Precedent PNG shall proceed with construction of the 


Interconnecting Pipeline in accordance with and in order to give effect to this Agreement 


and each Service Agreement. 
 
5.3 Completion – Upon the satisfaction or waiver of the Conditions Precedent, PNG will use 


commercially reasonable efforts to construct, complete, test, commission and ready the 


Interconnecting Pipeline for use by the Shippers on or before the Target Completion 


Date, as contemplated in each Service Agreement. 
 
5.4 Notice of Completion of the Interconnecting Pipeline – PNG will promptly notify the 


Shipper when all of the events described in the definition of “Commencement Date” 


have occurred (as defined in the Service Agreement). 
 
5.5 Target Completion Date – Notwithstanding any other provisions of this Agreement, the 


Target Completion Date referred to in this Agreement is not legally binding on the Parties 


and neither Party shall have a claim against the other related to an inability to achieve the 


Target Completion Date (although a Party may have available the remedy of termination 


as provided for in this Agreement).  The Target Completion Date is an estimate based on: 


(i) the knowledge of the Parties as of the date of the execution of this Agreement; and (ii) 


the timely receipt of Authorizations necessary for the development of the Interconnecting 


Pipeline.    Shipper  understands  and  agrees  that  the  Target  Completion  Date  is  an 


estimated initial service date and that conditions and circumstances may arise that cause 


the actual Target Completion Date to be other than as set forth herein.  PNG shall from 


time to time notify Shipper of any events or circumstances that may materially change the 


Target Completion Date. 
 


Article 6 


Conditions and Termination Rights 
 
6.1 PNG  May  Waive  –  PNG  has  the  benefit  of  and  the  unilateral  right  to  waive  the 


requirement for the satisfaction of any or all of the following Conditions Precedent: 
 


(a)       PNG’s receipt of all PNG Project Authorizations and PNG’s receipt of approval 


ten (10) months prior to the Outside Completion Date from its Board of Directors: 







 
 


(i)  to  proceed  with  the  development  and  construction  of  the  Interconnecting 


Pipeline; and (ii) to execute and deliver the Service Agreement; and 
 


(b)        PNG’s receipt from Shipper, upon the date the Condition Precedent in Section 


6.2(b) is satisfied, of (i) a duly executed copy of the Service Agreement and a 


duly completed Service Reservation Request, together with all applicable Credit 


Support and if the Shipper is not Creditworthy, an executed Guarantee (as the 


terms Credit Support, Creditworthy and Guarantee are defined in Schedule C to 


the Service Agreement) and, (ii) if applicable, payment of Shipper’s Development 


Cost True-up Funds in accordance with Section 3.5. 
 
6.2 The Shipper May Waive – The Shipper will have the benefit of, and the unilateral right 


to waive, the requirement for the satisfaction of any or all of the following Conditions 


Precedent: 
 


(a)       Prior to   June 30, 2015, PNG shall have provided notice to Shipper of: (i) the 


aggregate “Interconnecting Pipeline Contracted Capacity” specified in all 


ICTRAs (exclusive of Shippers’ fuel requirements); (ii) its receipt of executed 


ICTRAs from each of the Shippers as at the date of such notice including the 


Shipper Service Request Date in each ICTRA; (iii) an estimate of the 


transportation toll that will apply in each year under the Shipper’s Service 


Agreement following the Commencement Date; 
 


(b) Shipper’s receipt of all Shipper Authorizations and of approval ten (10) months 


prior to the Outside Completion Date from its Board of Directors to execute and 


deliver the Service Agreement. 
 
6.3 Termination  due  to  Unsatisfied  Condition  Precedent  –  If  one  or  more  of  the 


Conditions Precedent is not satisfied by the applicable dates specified in Sections 6.1 


and 6.2 and the satisfaction of such unsatisfied Conditions Precedent is not waived by the 


Party having the benefit of and possessing the right to waive, then the Parties agree as 


follows: 
 


(a)       The Party having the benefit of the unsatisfied Condition Precedent may terminate 


this Agreement on not less than sixty (60) days’ prior written notice given to the 


non-terminating Party, provided that if within such notice period the particular 


Conditions Precedent are satisfied, or else waived by the Party possessing the 


right to waive, then the termination will not be effective; or 
 


(b) If  any  PNG  Project  Authorizations  are  not  acceptable  to  PNG,  PNG  may 


terminate this Agreement upon providing notice to Shipper within thirty (30) days 


of the date of such determination. 
 
6.4       Termination by PNG upon Event of Default – Upon the occurrence of an Event of 


Default, PNG, may terminate this Agreement. 







 
 


6.5 Termination  by  Shipper  due  to  Estimated  Tolls  –  Shipper  may  terminate  this 


Agreement on notice to PNG within thirty (30) days of Shipper’s receipt of the estimated 


transportation toll under Section 6.2(a). 
 


6.6 Termination  of  Upstream Firm Transportation  Arrangements  –  


This  Agreement  will terminate immediately upon termination of Shipper’s 


transportation agreement or transportation reservation agreement with PNG 


for service on the Pipeline or on the Expansion, respectively, for deliveries 


to the Receipt Point.Service 
 


Article 7 


ARTICLE 2 


REPRESENTATIONS AND WARRANTIES 


Representations and Warranties 
 


1.42.1 7.1       Each Party of Transporter - Transporter represents and warrants to each other as 


follows:that:  
 


(a) (a)       Due Organization and Good Standing – Itit is duly organized, validly 


existing and in good standing under the laws of in its jurisdiction of organization 


and to theits knowledge of such party, no action has been taken, is pending or 


threatened by it or any other Person in relation to seeking protection from creditors,  


relating to its insolvency, liquidation, or bankruptcy or winding up; 
 


(b) (b) Due Authorization – It has all requisite power and authority to enter 


into this Agreement and all other documents to be executed and delivered 


hereunder and the execution, delivery and performance of this Agreement by such 


PartyTransporter has been duly authorized by all necessary action on the part of 


such Party in accordance with such Party’sits charter documents and do not and will 


not require the consent of the Personany trustee or holder of any indebtedness or 


other obligation of Transporter or any other party to any other agreement with 


Transporter; 
 


(c)       No Conflicts or Approvals – The execution, delivery and performance of this 


Agreement and all other documents to be executed and delivered hereunder do 


not, and the fulfillment of and compliance with the terms and provisions hereof do 


not and will not: (i) result in the breach of or violate any term or provision of its 


charter documents or by-laws; (ii) conflict with, result in a breach of, constitute a 


default under, or prohibit the performance required by, an agreement, instrument, 


licence, permit or authority to which it is a party or by which it is bound; or 


(iii) require the consent or approval of any governmental authority or registration, 


declaration or filing with any governmental authority, except those that have 


already been obtained or which such Party anticipates will be timely obtained in 


the ordinary course of performance of this Agreement; and 
 







(c) (d) No Actions – Therethis Agreement constitutes a valid, legal and binding 


obligation of Transporter, enforceable in accordance with the terms hereof subject 


only to laws of general application applying to equitable remedies and the 


enforcement of creditor’s remedies; and 


(d) there are no actions, suits or proceedings pending or, to its knowledge, threatened 


against or affecting Transporter before any court or governmental authority that 


might materially and adversely affect the ability of such Transporter to meet and 


carry out its obligations under this Agreement. 


2.2 Representations and Warranties of Shipper - Shipper represents and warrants that: 


(a) it is duly organized, validly existing and in good standing in its jurisdiction of 


organization and to its knowledge, no action has been taken relating to its 


insolvency, liquidation or bankruptcy; 


(b) the execution, delivery and performance of this Agreement by Shipper has been 


duly authorized by all necessary action on the part of such Party in accordance with 


its charter documents and do not and will not require the consent of any trustee or 


holder of any indebtedness or other obligation of Shipper or any other party to any 


other agreement with Shipper; 


(c) this Agreement constitutes a valid, legal and binding obligation of Shipper, 


enforceable in accordance with the terms hereof subject only to laws of general 


application applying to equitable remedies and the enforcement of creditor’s 


remedies; 


(d) [as of the date hereof,  it or, if applicable, its Guarantor is 


Creditworthy;][NTD: include if Shipper claims Creditworthy standard to 


determine Credit Support] and 


(c)(e) there are no actions, suits or proceedings pending or, to such Party’sits knowledge, 


threatened against or affecting such PartyShipper before any court or governmental 


authority that might materially and adversely affect the ability of such PartyShipper 


to meet and carry out and satisfy its obligations under this Agreement. 







 
 


Article 8 


Assignment 
 
8.1 Assignment by PNG – PNG, without obtaining any approvals or consents from Shipper, 


shall have the right to assign its rights and obligations under this Agreement provided the 


assignee is the owner and operator of the Interconnecting Pipeline and agrees in writing 


to be bound by all of the terms and condition of this Agreement. 
 
8.2 Assignment by PNG as Security – PNG will have the right to assign, mortgage or 


pledge all or any of its rights, interests, and benefits under this Agreement to secure 


payment of any indebtedness incurred or to be incurred in connection with the 


development, construction or operation of the Interconnecting Pipeline.  The Shipper will 


execute   all  reasonable   consents   to   assignment   and   reasonable   acknowledgments 


requested by PNG’s Lenders or PNG in connection with any security interests created as 


contemplated hereunder in favour of PNG’s Lenders.   Such acknowledgements shall 


contain an agreement by PNG’s Lenders to recognize and honour the Shipper’s rights 


under this Agreement. 
 
8.3 Assignment  by  the  Shipper  as  Security  –  Shipper  will  have  the  right  to  assign, 


mortgage or pledge all or any of its rights, interests, benefits under this Agreement to 


secure payment of any indebtedness incurred or to be incurred in connection with the Gas 


to be transported by PNG under the Service Agreement.  PNG will execute all reasonable 


consents to assignment and reasonable acknowledgements requested by the Shipper’s 


Lenders or the Shipper in connection with any security interests created as contemplated 


hereunder in favour of the Shipper’s Lenders. Such acknowledgements shall contain an 


agreement by Shipper’s Lenders to recognize and honour PNG’s rights under this 


Agreement. 
 
8.4       Other Assignments require Consent – Except as expressly permitted by Sections 8.1 to 


8.3 inclusive, no Party may assign in whole or in part its rights or obligations under this 


Agreement without the prior written consent of the non-assigning Party. 
 


Article 9 


Force Majeure 
 
9.1 Suspension – If PNG fails to perform any obligation imposed pursuant to this Agreement 


and such failure is caused or materially contributed to by an event of Force Majeure, such 


failure shall be deemed to not be a breach of the obligation of PNG, but, subject to 


Section 9.2, PNG shall use reasonable diligence to put itself in a position to carry out its 


obligations.  Without limiting the generality of the foregoing, to the extent PNG’s failure 


to meet its obligations set forth in Section 5.3 is caused or materially contributed to by an 


event of or events of Force Majeure and PNG uses reasonable diligence as contemplated 


by this Article 9, both the Target Completion Date and the Outside Completion Date will 


be extended by the duration of the period or periods of time during which this Article 9 


deems PNG to not be in breach of its obligations due to an event or events of Force 


Majeure.  For greater certainty, the occurrence of one or more events of Force Majeure 


claimed by PNG can result in one or more extensions of both the Target Completion Date 


and the Outside Completion Date. 







 
 


9.2 Labour Disputes – The settlement of strikes or lockouts shall be entirely within the 


discretion of PNG and the Parties agree that the foregoing requirement that any event of 


Force Majeure shall be remedied with the exercise of due diligence shall not require 


settlement of strikes or lockouts by acceding to the demands of opposing Persons when 


such course is inadvisable in the discretion of PNG. 
 
9.3 Notice and Duration – Notwithstanding Section 9.1, Force Majeure shall not relieve 


PNG from any obligation unless PNG shall give to the Shipper reasonably prompt notice 


setting out the full particulars of the claimed Force Majeure and its proposed course of 


action to remedy and overcome the claimed Force Majeure and like notice shall be given 


upon termination of the event of Force Majeure, nor shall such event continue to relieve 


PNG from such obligation after the expiration of a reasonable period of time within 


which, by the use of reasonable diligence, PNG could have performed its obligations. 
 


Article 10 


Notices 
 
10.1 Notices – Except as herein otherwise provided, any notice, request, demand, statement, 


or invoice provided for in this Agreement, or any notice which either Party desires to give 


to the other, must be in writing and will be deemed to be received on the day immediately 


following the date when such notice was personally delivered, or transmitted by fax or e- 


mail to the other Party’s address set forth below: 


 
PNG:                          Pacific Northern Gas Ltd. 


Suite 950 


1185 West Georgia St. 


Vancouver, BC 


V6E 4E6 


Attn:   Vice President Finance & Business Development 


Fax:    604.697.6210 


Email:   
 


Shipper:                      EDF Trading Limited 


80 Victoria Street 


Cardinal Place 


London 


SW1E 5JL 


Attn: Head of LNG 


ARTICLE 3Email:  


OPTION, RESERVATION FEES, & OPTION PERIOD 


3.1 Initial Reservation Fee – Upon execution of this Agreement Shipper will pay $______ 


(the “Initial Reservation Fee”) to Transporter.  


3.2 Option – Pursuant to this Agreement, Shipper has the right, but not the obligation, to 


receive Service, by providing Transporter with two duly authorized and executed copies of 


the Service Agreement concurrently with the provision of any Credit Support required 


thereunder (the “Transportation Option”).  The executed Service Agreement and any 


required Credit Support must be delivered by Shipper on or prior to the last day of the 


Option Period (as defined below).  Transporter will promptly countersign both copies of the 


duly authorized and executed Service Agreement and return one copy to Shipper.  







Transporter and Shipper will have no obligations with respect to the Service until Shipper 


exercises the Transportation Option in accordance with this Section 3.2.  


3.3 Option Period – Subject to early termination of this Agreement in accordance with its 


terms, the “Option Period” shall commence on the Effective Date and expire on the date 


that is twelve (12) months following the Effective Date; provided that, Shipper may elect to 


extend the Option Period by extension periods of six months each, provided further that the 


relevant extension period expires by a date that is not less than twenty-four (24) months 


prior to the Shipper Service Request Date, by notifying Transporter of such extension prior 


to expiration of the initial Option Period, or each permitted six months extension thereof, as 


applicable, and paying Transporter of $ a fee equal to half of the Initial Reservation Fee for 


each such permitted six-months extension (each a “Reservation Extension Fee”).   


3.4 Application of Reservation Fees – The Initial Reservation Fee and each Reservation 


Extension Fee are non-refundable, subject to Section 4.2(c). If Shipper exercises the 


Transportation Option, then notwithstanding anything to the contrary in the Service 


Agreement, Reservation Fees paid hereunder will be credited to the Demand Charges 


payable under the Service Agreement in equal pro rated amounts over the first 24 full 


calendar months following the Service Commencement Date, unless the Service Agreement 


is terminated early in accordance with its terms.  


3.5 Reservation of Capacity – Transporter shall not take any unreasonable actions that would 


interfere with or limit (i) Shipper’s ability to exercise the Transportation Option, or (ii) 


Transporter’s ability to provide the Service pursuant to the terms of the Service Agreement.  


In this regard, during the Option Period including any extension thereof in accordance with 


Section 3.3, Transporter will reserve for Shipper’s exclusive use and will not enter into any 


agreements with any other party that would prevent Transporter from delivering Shipper’s 


Contracted Capacity.  Shipper acknowledges that Transporter has obligations to provide 


service to residential and commercial customers as part of its normal course of business for 


small volumes that will not adversely affect the Transportation Option. 


ARTICLE 4 


TERM & TERMINATION 


4.1 Term - The term of this Agreement shall be from the Effective Date until the date this 


Agreement is terminated in accordance with Section 4.2. 


4.2 Termination –  


(a) This Agreement will terminate on the earlier of:  


(i) the expiry of the Option Period in accordance with Section 3.3 without 


exercise by Shipper of the Transportation Option within the Option Period;  


(ii) the date on which crediting of the Reservation Fees has been completed in 


accordance with Section 3.4 in the event the Transportation Option has been 


exercised;  


(iii) early termination by Transporter of this Agreement by notice to Shipper, in 


the event that Shipper is in material breach of this Agreement, which default 


is not remedied by Shipper within fourteen (14) days of notice of default 


from Transporter; or 







(iv) the date the Service Agreement (regardless of whether the Transportation 


Option has been exercised) would terminate (if yet to be executed) or 


terminates (if executed) in accordance with section 4.5 of the Services 


Agreement.   


(b) Transporter’s right to terminate this Agreement pursuant to Section 4.2(a)(iii) is 


without limitation of any other rights, remedies or causes of action Transporter may 


have at law or in equity against Shipper in the event of Shipper’s material breach of 


this Agreement.   


(c) In the event this Agreement is terminated pursuant to Section 4.2(a)(iv), then 


Transporter shall promptly reimburse to Shipper the amount of Reservations Fees 


received from Shipper hereunder.   


ARTICLE 5 


CONFIDENTIALITY 


 


or at such other address as either Party designates by written notice.  Routine 


communications will be deemed to be received five (5) days after the date when such 


communication was mailed by registered, certified, or ordinary mail.   Any notice 


hereunder that, if provided, would create a right or obligation for one or both of the 


Parties shall be personally delivered and on the date of delivery, a copy thereof shall be 


transmitted by fax or e-mail. 







 
 


Article 11 


Confidentiality 
 


1.55.1 11.1 No Disclosure Without Consent – Except as hereinafter provided, no Party, nor 


any of its Affiliates, directors, officers, employees, advisors or representatives, will disclose 


to any third party the terms and conditions of this Agreement, or any confidential or 


proprietary information or material, whether written, verbal or electronic, communicated by 


the other Party (in this Article 11 5, called the “nonNon-disclosing Party”) at any time 


during the period commencing on the Effective Date and expiring on the 5th anniversary of 


the Effective Date in connection with the transaction contemplated herein and clearly 


designated at the time of such communications as confidential or proprietary, without the 


nonNon-disclosing Party’s prior written consent to such disclosure. 
 


1.65.2 11.2 Permitted Disclosures – Section 11 5.1 will not apply to disclosures to 


PNG’sTransporter’s Lenders or the Shipper’s Lenderslenders and, subject to Section 115.3 


below, will not apply to disclosures to Shipper’s Affiliates or to parties transacting withany 


off-takers of Shipper who, in Shipper’s commercially reasonable determination, require the 


disclosed information.  In addition, Section 115.1 will not apply to disclosures that are 


required or requested by law, by a court of competent jurisdiction or by any regulatory body 


which regulates the conduct of the disclosing party, provided that, to the extent permitted, 


the disclosing Party shall: (i) give the nonNon-disclosing Party as much notice as is 


practicable of any such requirement or request so that a protective order or other 


appropriate remedy may be sought, if desired; and (ii) redact from any such disclosure that 


portion of the confidential information which the nonNon-disclosing Party considers to be 


commercially sensitive in nature. If, in the absence of a protective order or other remedy or 


the receipt of a waiver by the non- Non-disclosing Party, the disclosing Party is 


nonetheless, in the opinion of counsel, required to disclose confidential information, the 


disclosing Party may, without liability hereunder, disclose only that portion of the 


confidential information which such counsel advises the disclosing Party is required to be 


disclosed. 
 


1.75.3 11.3 Disclosure to be Limited – The disclosure of any of the terms and conditions of 


this Agreement or of any other confidential or proprietary information or material within 


PNG’sTransporter’s or the Shipper’s internal organization (including its Affiliates, advisors 


and representatives), and within the organization of any third party to which disclosure is 


authorized by PNGTransporter or the Shipper is permitted herein, will be limited to 


personnel whose duties require their review or counsel with respect to this Agreement and 


the Party making such disclosure will instruct and require such personnel to maintain the 


confidentiality of the terms and conditions of this Agreement and of any other confidential 


or proprietary information. 
 


1.85.4 11.4 Return of Information – On the termination of this Agreement pursuant to Section 


3.64.2, each of the Parties will destroy or return to the other all copies of any confidential or 


proprietary information or material in written or tangible form that is in its possession and 


that was provided by the other and will, to the extent reasonably possible, destroy all 


electronic copies of such information and material in its possession. 
 







1.95.5 11.5 Public Announcements  – – Subject to applicable law, no public announcement or 


statement (including any announcement or statement of any shareholder of a Party) may be 


issued or made except in accordance with the following procedure.  Prior to releasing a 


public announcement or statement, the nonNon-disclosing Party must be furnished with a 


copy of such proposed public statement or announcement.  If the nonNon-disclosing Party 


objects to such public statement or announcement, it must provide notice in writing within 


two (2) days from receipt of the public announcement or statement and provide reasons for 


its objection.  The disclosing Party shall consider the reasons for the objection and provide 


to the nonNon-disclosing Party a revised copy of such public statement or announcement 


for approval by the nonNon-disclosing Party, such approval not to be unnecessarily or 


unreasonably withheld.  If the nonNon-disclosing Party continues to object to the revised 


public statement or announcement, the nonNon-disclosing Party must provide notice in 


writing within one (1) day from its receipt and provide a legal or business rationale for its 


continued objection.  If no objection is received by the disclosing Party within the time 


frames set out above, the nonNon-disclosing Party shall be deemed to have approved and 


consented to such public statement or announcement. 


ARTICLE 6 


NOTICES 


6.1 Notices - Except as herein otherwise provided, any notice, request, demand, statement, or 


invoice provided for in this Agreement, or any notice which either Party desired to give to 


the other, must be in writing and will be deemed to be received on the day immediately 


following the date when such notice was transmitted by fax or email to the other Party’s 


address set forth below:  


 


Shipper: <*> 


  


  


  


  


With a copy to: <@> 


  


  


  


  


Transporter: Pacific Northern Gas Ltd. 


 Suite 2550 - 1066 W. Hastings St. 


 Vancouver, BC  V6E 3X2  


 Canada 


 Attn:  Vice President, Regulatory Affairs & 


Gas Supply 


 Fax: 604-697-6215 


 Email: <@> 


  


With a copy to: <@> 


  


  


  


 
or at such other address as either Party designates by written notice.  Routine communications will 
be deemed to be received five (5) days after the date when such communication was mailed by 
registered, certified, or ordinary mail.   







Article 12 


General 
 


1.101.112.1 No Third Party Beneficiary – Nothing herein expressed or implied is intended or 


will be construed to confer upon or give to any Person not a Party hereto any rights, 


remedies or obligations under or by reason of this Agreement. 
 
12.2 Any notice hereunder that, if provided, would create a right or obligation in one or both of 


the Parties shall be personally delivered and on the date of delivery, a copy thereof shall be 


transmitted by fax or email. 


 


ARTICLE 7 


ASSIGNMENT 


7.1 No Assignments by Shipper without Consent – Except as set out in Section 7.2(b), 


Shipper shall have no right to assign its rights and obligations, or parts thereof, under the 


Agreement without the prior written consent of Transporter.  If any assignment is consented 


to by Transporter, Shipper may, upon written request to Transporter, be released from all 


obligations and liabilities under this Agreement arising after the date of assignment with 


respect to the portion of the rights and obligations assigned subject to: 


(a) compliance by the assignee with the credit requirements set out in Article 17 of the 


General Terms and Conditions; and 


(b) the prior written approval of Transporter.  For greater certainty, the Parties 


acknowledge that Transporter may withhold its approval if the creditworthiness of 


the assignee or its Guarantor, if applicable, is less than the creditworthiness of 


Shipper or its Guarantor, if applicable.  


7.2 Permitted Assignments - 


(a) By Transporter - Transporter, without obtaining any approvals or consents from 


Shipper, shall have the right to assign its rights and obligations, or parts thereof, 


under this Agreement to any Person, provided that such Person owns and operates 


the Pipeline and agrees in writing to be bound by all of the terms and conditions of 


this Agreement. 


(b) By Shipper - Notwithstanding the provisions of Section 7.1, Shipper may assign all, 


but not less than all, of its rights and obligations under this Agreement to an 


Affiliate, provided however, Shipper shall not be released of its obligations under 


this Agreement, unless: (i) prior to such assignment such Affiliate enters into an 


agreement directly with the Transporter under this Agreement under which such 


Affiliate agrees to assume, perform and observe the Shipper’s obligations under this 


Agreement; (ii) such Affiliate is at least equal to the creditworthiness of the Shipper, 


in Transporter’s reasonable determination; and (iii) any Credit Support or Guarantee  


currently provided by or on behalf of the Shipper is also provided by or on behalf of 


such Affiliate. 


7.3 Pledging By Transporter - The restrictions on assignment contained in this Article 7 shall 


in no way prevent Transporter from pledging or mortgaging this Agreement or its rights 


hereunder, or any credit, guarantee or other security provided by Shipper to Transporter, as 


security for its indebtedness, provided such pledge or mortgage shall not affect 







Transporter’s obligations under this Agreement. Shipper will execute all consents to 


assignment and acknowledgments as reasonably requested by the Lenders or Transporter of 


any security interests created in respect of this Agreement in favour of the Lenders.  Any 


such consent and acknowledgement may provide that Shipper or, if applicable, Shipper’s 


Guarantor shall: 


(a) consent to the grant to the Lenders of a security interest in Transporter’s interest in 


this Agreement including, without limitation, any Guarantee; 


(b) agree to provide the Lenders with a copy of any notice of default, suspension, 


proposed termination or actual termination given by Shipper to Transporter and to 


give the Lenders or their designee a ten (10) day period to cure the circumstances 


giving rise to such default, suspension or proposed termination and, in the case of 


the bankruptcy or insolvency of Transporter, a thirty (30) day period to make 


alternative arrangements such that Shipper will continue to receive transportation 


service substantially in accordance with the terms hereof notwithstanding such 


bankruptcy or insolvency; and, 


(c) during the continuance of any default by Transporter under Transporter’s financing: 


 (i) agree to make payments directly to the Lenders or their designee (if so 


 directed by the Lenders); and 


 (ii) consent to the replacement of Transporter by a qualified assignee pursuant 


 to the exercise of the Lenders’ security interest. 


7.4 Pledging By Shipper - The restrictions on assignment contained in this Article 7 shall in no 


way prevent Shipper from pledging or mortgaging this Agreement or its rights hereunder as 


security for its indebtedness, provided such pledge or mortgage shall not affect Shippers’ 


obligations under this Agreement. Transporter will execute all consents to assignment and 


acknowledgments as reasonably requested by Shipper’s lenders or Shipper of any security 


interests created in respect of this Agreement in favour of Shipper’s lenders.  Any such 


consent and acknowledgement may provide that Transporter shall: 


(a) consent to the grant to Shipper’s lenders of a security interest in Shipper’s interest 


  in this Agreement; 


(b) agree to provide Shipper’s lenders with a copy of any notice of default, suspension, 


proposed termination or actual termination given by Transporter to Shipper and to 


give Shipper’s lenders or their designee a ten (10) day period to cure the 


circumstances giving rise to such default, suspension or proposed termination and, 


in the case of the bankruptcy or insolvency of Shipper, a thirty (30) day period to 


make alternative arrangements such that Shipper will continue to receive 


transportation service substantially in accordance with the terms hereof 


notwithstanding such bankruptcy or insolvency; and  


(c) during the continuance of any default by Shipper under Shipper’s financing: 


 (i) agree to make payments, if any, directly to Shipper’s lenders or their 


 designee (if so directed by such lenders); and 


 (ii) consent to the replacement of Shipper by a qualified assignee pursuant to 


 the exercise of Shipper’s lenders’ security interest. 







ARTICLE 8 


CHOICE OF LAW AND JURISDICTION  


Governing Law –- This Agreement will be governed by, construed, interpreted, and performed 


in accordance with the laws of the Province of British Columbia and the federal laws of 


Canada applicable therein, excluding such conflict of laws doctrines as may cause the 


laws of some other jurisdiction to apply; provided, however, that no law, theory, or public 


policy shall be given effect which would undermine, diminish or reduce the effectiveness 


of the waiver of actual or anticipated profits, indirect, special, consequential, special, 


incidental, contingent, exemplary, and penalpunitive damages provided for in Section 


1.118.112.12 9.8, it being the express intent, understanding, and agreement of the Parties that such 


waiver is to be given the fullest effect, notwithstanding a pre-existing defect, or the 


negligence (whether sole, joint or concurrent), gross negligence, wilful misconduct, strict 


liability or other legal fault or any Party, hereto, or otherwise.   
 
12.3 Choice of Dispute Resolution –- All disputes arising out of or in connection with this 


Agreement, or in respect of any defined legal relationship associated therewith or derived 


therefrom, shall be resolved, at PNG’s option, either by legal proceedings through the 


British Columbia courts system, or by arbitration through the British Columbia 


International Commercial Arbitration Centre.  In the event Shipper wishes to initiate the 


dispute resolution process to resolve a specific dispute, it shall notify PNG accordingly 


and, within ten (10) business days of PNG’s receipt of such notice, PNG shall notify the 


Shipper of its choice of dispute resolution through the British Columbia courts system, or 


arbitration. 
 


1.128.212.4 Legal Proceedings through BC Courts – If PNG chooses to resolve a dispute 


arising out of or in connection with this Agreement by legal proceedings through the British 


Columbia courts system,and the Parties hereby submit to the exclusive jurisdiction of any 


British Columbia court of competent jurisdiction and agree that all documents commencing 


an action for legal proceedings arising out of or relating to this Agreement shall be issued or 


filed at the clerk’s office in the judicial centre of Vancouver and agree further that such 


courts shall be the exclusive forum for resolving any dispute or controversy under or with 


respect to this Agreement. 
 
12.5 Arbitration – If PNG chooses to resolve a dispute arising out of or in connection with 


this Agreement by arbitration, the Parties agree that the dispute shall be referred to and 


finally settled under the Rules of Arbitration of the International Chamber of Commerce 


in English by one or more arbitrators appointed in accordance with the said Rules.  The 


place of arbitration shall be Vancouver, British Columbia, Canada. 
 
12.6 Remedies – Without prejudice to any other rights or remedies that a Party may have, a 


Party shall not be precluded by this Article 12 from seeking the remedies of injunction, 


specific performance and any other equitable relief for any threatened or actual breach of 


the provisions of this Agreement in any court of competent jurisdiction, or from seeking 


to enforce a court order or judgment in any court of competent jurisdiction. 
 


ARTICLE 912.7  


MISCELLANEOUS PROVISIONS 


1.139.1No Waiver –- No failure on the part of a Partythe Transporter to exercise, and no delay in 


exercising, any right under this Agreement shall operate as a waiver thereof, nor shall any 


single or partial exercise of any right under this Agreement preclude any other or further 







exercise thereof or the exercise of any other right, nor shall any waiver of one provision be 


deemed to constitute a waiver of any other provisions (whether or not similar). 
 


1.149.212.8 Amendments and Waivers Mustto be Written – This- No amendment or 


variation of this Agreement may notshall be modifiedeffective or amended unlessbinding 


upon the Parties execute written agreements to that effect. unless such amendment or 


variation is set forth in writing and duly executed by the Parties.  No waiver by a Party is 


effective unless such waiver is in writing and executed by the waiving Party. 
 
12.9 Counterparts and Faxes – This Agreement may be executed by the Parties in any 


number of counterparts and by electronic facsimile transmission, each of which will be 


deemed an original instrument, but all of which will together constitute one and the same 


instrument. 
 


1.159.312.10   Interpretation –- Wherever possible, each provision of this Agreement will be 


interpreted in such a manner as to be effective, valid and enforceable under applicable law.  


If any provisionprovisions contained in this Agreement is for any reason held invalid, 


illegal or unenforceable by a court or regulatory agency of competent jurisdiction, such 


provision shall be deemed amended to the extent necessary to eliminate such invalidity, 


illegality or unenforceabilitywill be deemed to be severed from this Agreement to the extent 


of such invalidity, illegality or unenforceability and its invalidity, illegality or 


unenforceability will not affect the validity, legality or enforceability of the remaining 


provisions of this Agreement, unless such invalidity, illegality or unenforceability 


materially and adversely affects the spirit or intent of this Agreement, in which case the 


Parties will work together in good faith to amend this Agreement so that it will carry out the 


intent of those provisions which are invalid, illegal or unenforceable. 
 


1.169.412.11   Entire Agreement –- The terms and conditions set forth in this Agreement and in 


the Service Agreement constitute the entire agreement between the Shipper and 


PNGTransporter relating to the subject matter of this Agreement, supersede all previous 


negotiations and understandings with respect to the subject matter of this Agreement, and 


may not be contradicted by evidence of any prior or contemporaneous agreement.  For 


further clarity, provided that, in the event of any conflict between this Agreement and any 


subsequentthe Service Agreement(s) with the Shipper, the terms and conditions of thisthe 


Service Agreement will take precedence, until this Agreement is terminated.  There are no 


representations, warranties, covenants, agreements, terms or conditions between the Parties 


with respect to the subject matters of this Agreement, except as set out herein and as set out 


in accordance with Section 3.6the Service Agreement. 
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12.12 Limitation on Liability – The Parties’ duties and standard of care with respect to 


each other, and the benefits and rights conferred on each other, are no greater than as 


explicitly stated in this Agreement.   Further, neither Party, its directors, officers, 


employees or agents, will be liable for or be entitled to recover from the other Party in 


connection with the matters provided for in this Agreement, whether in contract or in 


tort or under any other theory of law, any actual or anticipated  profits or any 


indirect,  consequential, special, incidental, contingent, exemplary or penal damages 


whatsoever. 
 


9.5 12.13 Remedies - Without prejudice to any other rights or remedies that a Party may 


have and subject to the provisions of Article 8, a Party shall not be precluded by this 


Article 9 from seeking the remedies of injunction, specific performance and any other 


equitable relief for any threatened or actual breach of the provisions of this Agreement in 


any court of competent jurisdiction, or from seeking to enforce a court order or judgment 


in any court of competent jurisdiction. 


1.179.6Joint Preparation – Each provision of this Agreement shall be construed as though all 


Parties participated equally in the drafting of the same. 


9.7 No Partnership – Nothing contained in this Agreement will be construed as creating any 


partnership, joint venture or agency between the Parties. 


9.8 Limitation on Liability - The Parties’ duties and standard of care with respect to each 


other, and the benefits and rights conferred on each other, are no greater than as explicitly 


stated in this Agreement.  Further, neither Party nor their respective Affiliates, nor any of 


their respective directors, officers, employees or agents, will be liable for or be entitled to 


recover from the other Party in connection with the matters provided for in this 


Agreement, whether in contract or in tort, under any indemnity or under any other theory 


of law, any damages incurred by the Parties for business interruption or loss of actual or 


anticipated profits or any indirect, consequential, special, incidental, contingent, 


exemplary, penal or punitive damages whatsoever, including any loss or damage arising 


out of a failure to purchase, sell or deliver Gas, the cancellation of permits or certificates 


and the termination of contracts. 


9.9 Survival - The rights obligations of the Parties and the restrictions and limitations set out 


in Article 5, Article 8, and Section 9.8 shall survive termination of this Agreement. The 


expiry or termination of this Agreement will not discharge or release any Party from any 


of its liabilities or obligations accrued at the time of such expiry or termination (including 


a breach of a representation, warranty or covenant) or from any of its liabilities or 


obligations that expressly continue beyond or arise out of such expiry or termination of 


this Agreement. 


9.10 No Third Party Beneficiary – Nothing herein expressed or implied is intended or will 


be construed to confer upon or give to any Person not a Party hereto any rights, remedies 


or obligations under or by reason of this Agreement. 
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9.11 12.14 Counterparts and Faxes - This Agreement may be executed by the Parties in 


any number of counterparts and by electronic facsimile transmission, each of which will 


be deemed an original instrument, but all of which will together constitute one and the 


same instrument. 


1.189.12 Further Assurances –- Each Party will execute and deliver all such further 


documents and do all such acts and things as may be reasonably required from time to 


time by the other Party to give effect to the purpose and intent of this Agreement. 
 


1.199.13 12.15 Time of Essence –- Time is of the essence in this Agreement. 
 


1.209.14 12.16 Enurement –- This Agreement will ensureenure to the benefit of and be 


binding upon the Parties and their respective successors and permitted assigns. 
 


1.211.112.17 No Partnership – Nothing contained in this Agreement will be construed as 


creating any partnership, joint venture or agency between the Parties. 
 
12.18 Survival – The rights and obligations of the Parties and the restrictions and 


limitations set out in Sections 3.4 and 3.5, Article 11 and Sections 12.2 and 12.12 


shall survive the termination of this Agreement. 
 


1.229.15 12.19 Several Liability –- Each Party shall be responsible only for its individual 


obligations under this Agreement. 
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be duly executed 


this Agreement in counterpart by their duly authorized officers with effect as of the date first 


above written. 


 


PACIFIC NORTHERN GAS LTD. 


 


Per:  


  


  


Per:  


  


 


[NAME OF SHIPPER] 


Per:  


  


  


Per:  
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Schedule “A” 


Definitions 


 
“Actual Project Development Costs” means PNG’s actual development costs (including any 


related  project  management  costs)  during  the  Development  Phase  of  the  Interconnecting 


Pipeline, for the permitting and development of the Interconnecting Pipeline, which shall include 


a gross up of 25% on third party costs and a gross up of 50% on direct PNG employee expenses; 
 


“Affiliate” means a Person (other than a Party) that directly or indirectly controls, is controlled 


by, or is under common control with, a Party to this Agreement, and for such purposes the terms 


“control”, “controlled by” and other derivatives shall mean the direct or indirect ownership of 


greater than or equal to fifty percent (50%) of the voting rights in a Person, or of the equivalent 


rights to determine the decisions of such Person; 
 


“Agreement” and “this Agreement” means this Agreement, including the Recitals hereto and all 


Schedules hereto, as it may from time to time be supplemented or amended; 
 
“Approved Letter of Credit” means a letter of credit (including any amendments), all in a form 


satisfactory to PNG, issued to PNG as beneficiary by a financial institution with a credit rating of 


“A”  or  better  by Standard  &  Poor’s  Financial  Services  LLC,  “A2”  or  better  by  Moody’s 


Investors Service, Inc., or “A” or better by DBRS Limited for the unenhanced long term senior 


unsecured debt of the financial institution providing the letter of credit and otherwise subject to 


the Uniform Customs and Practice for Documentary Credits 2007 Revision ICC Publication No. 


600 or International Standby Practices ISP98 International Chamber of Commerce; provided that 


if the issuing financial institution is not listed in Schedule 1 of the Bank Act (Canada), the 


applicable letter of credit will: (i) be advised by a financial institution listed in Schedule 1 of the 


Bank Act (Canada); and (ii) specify that payment under it shall be available at the advisory 


financial institution; 
 
“Authorizations” means, as the context requires, the Shipper Authorizations or the PNG Project 


Authorizations or both; 
 
“BCUC” means the British Columbia Utilities Commission; 


 
“Commencement  Date”  means  the  latter  of  (a)  the  first  day after:  (i)  the  Interconnecting 


Pipeline is complete; (ii) leave to open has been received from the British Columbia Oil and Gas 


Commission; and (iii) the Interconnecting Pipeline is available to provide the service 


contemplated under the Service Agreement; and (b) the Shipper Service Request Date; 
 
“Conditions Precedent” means the conditions listed in Sections 6.1 and 6.2, and “Condition 


Precedent” means any one of them; 
 
“CPCN” means a certificate of public convenience and necessity in accordance with the Utilities 


Commission Act (British Columbia); 
 
“Development Cost True-up Funds” has the meaning ascribed thereto in Section 3.5 of this 


Agreement; 
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“Effective Date” means the date set forth at the top of page 1 of this Agreement; 
 
“Estimated Project Development Costs” means PNG’s estimated full cycle development costs 


(including any related project management costs) prior to the commencement of construction of 


the Interconnecting Pipeline, for the permitting and development of the Interconnecting Pipeline, 


which shall include a gross up of 25% on third party costs and a gross up of 50% on direct PNG 


employee expenses as adjusted from time to time during the term of this Agreement pursuant to 


the provisions of Section 2.3(a)(ii); 
 
“Event of Default” means any of the following events: 


 
(a)       if the Shipper fails to pay or cause to be paid all or any portion of any amount(s) 


due and payable to PNG under this Agreement; 
 


(b) if the Shipper defaults in the observance or performance of any covenant or 


condition in this Agreement, including, without limitation, the Shipper’s reporting 


and payment obligations outlined in Article 2 and Article 3; or 
 


(c)       if the Shipper commits an act of bankruptcy or institutes proceedings for its 


winding  up,  liquidation  or  dissolution,  or  consents  to  the  appointment  of  a 


monitor, receiver, liquidator, trustee or assignee in bankruptcy or insolvency of all 


or any material part of its assets, or makes an assignment for  the benefit of 


creditors, or publicly announces or admits in writing its inability to pay its debts 


generally as they become due, or suspends or threatens to suspend transaction of 


all  or  any  substantial  part  or  its  usual  business,  or  any  action  is  taken  in 


furtherance of any of the foregoing; 
 
“Expansion” means the expansion of the Pipeline that will consist of looping pipeline and 


additions and or modifications to the Pipeline’s compression facilities sufficient to accept Gas at 


the proposed interconnects with the delivery pipelines near Summit Lake, British Columbia for 


the transportation and redelivery of such Gas to the delivery points specified in each 


Transportation Reservation Agreement dated July 19, 2013; 
 
“Force Majeure” means any event or occurrence not within the control of the Party claiming 


Force Majeure and which by the exercise of due diligence such Party is unable to prevent or 


overcome, including any acts of God (including epidemics, landslides, lightning, earthquakes, 


fires, storms, floods and washouts), civil disturbances, strikes, lockouts and other industrial 


disturbances, acts of the public’s enemies (including sabotage, terrorism, wars, riots, blockades 


and insurrections), acts and restraints of any governmental body or authority, interruptions by 


government or court orders, present or future valid orders of any regulatory body having 


jurisdiction, explosions, breakage or accident to machinery or pipelines or freezing of pipelines, 


or  obstructions  of  pipelines  or  appurtenances  thereto,  or  inability  to  obtain  materials  or 


equipment, inability to obtain permits, orders, licenses, certificates or other authorizations, and 


any other cause, whether of the kind herein enumerated or otherwise, not within the control of 


the Party claiming Force Majeure and which by the exercise of due diligence such Party is 


unable  to  prevent  or  overcome,  provided  that  in  no  event  will  a  change  in  economic 


circumstances of an affected Party, a delay in settlement of disputes among two or more Parties, 


insolvency or a lack of finances, constitute Force Majeure; 
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“Foundation Shipper” means the Shipper executing the ICTRA with the earliest specified 


Shipper Service Request Date. 
 


“Gas” has“Initial Reservation Fee” shall have the meaning ascribed to it in Section 3.1; 


“Non-disclosing Party” shall have the meaning ascribed thereto in the attached form of Service 


Agreementto it in Section 5.1; 
 
“ICTRA” means a transportation reservation agreement (including this Agreement) entered into 


by PNG with Shippers from time to time in contemplation of entering into a Service Agreement 


for the Interconnecting Pipeline; 
 
“Interconnecting Pipeline” means the pipeline that will consist of pipeline and appurtenances 


sufficient to accept Gas at the receipt point specified in Schedule B for the transportation and 


redelivery of such Gas to the delivery point specified in Schedule B; 
 


“Interconnecting Pipeline Contracted Capacity” means the quantity of capacity (in 10
3
m


3 
Gas 


per Day) of Service provided to Shipper under the Service Agreement; 
 
“LNG” means liquefied natural gas; 


 
“Offshore Shipper Authorizations” means the certificates, approvals, authorizations, permits 


and exemptions from all governmental and regulatory authorities having jurisdiction outside of 


Canada over the Shipper; 
 
“Outside Completion Date” means the date which falls six (6) calendar months after the Target 


Completion Date; 
 


“Option Period” shall have the meaning ascribed to it in Section 3.3; 


“Reservation Extension Fee” shall have the meaning ascribed to it in Section 3.3; 


“Reservation Fees” means the aggregate amount of the Initial Reservation Fee and any 


Reservation Extension Fees; 


“Parties” means, collectively, PNGTransporter and the Shipper their respective successors and 


permitted assigns, and “Party” means, individually, PNGTransporter and its successors and 


permitted assigns, the Shipper and its successors and permitted assigns; 
 
“Person” means a corporation, an association, a partnership, an organization, a business, a 


limited liability company, a trust, an individual, a government or a political subdivision thereof, a 


governmental agency or any other entity; 
 
“Pipeline” means PNG’s existing gas transmission pipeline which extends from a point of 


interconnection with the Spectra Energy Transmission pipeline near Summit Lake, British 


Columbia to Prince Rupert, British Columbia and to Kitimat, British Columbia; 
 
“PNG Project Authorizations” means the certificates, approvals, authorizations, permits and 


exemptions from PNG Regulatory Authorities which are necessary, including any required 


supplements and amendments thereto, for PNG to own, operate, maintain and construct the 


Interconnecting Pipeline for PNG to perform its obligations under this Agreement and each 
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Service Agreement and for PNG to provide Service; 
 
“PNG Regulatory Authorities” means all governmental and regulatory authorities having 


jurisdiction over the Pipeline or PNG, or both of them, including the Federal Department of 


Fisheries and Oceans, Environment Canada, the BCUC, the British Columbia Minister for the 


Environment and the British Columbia Oil and Gas Commission; 
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“Project Progress Updates” means a current status report on certain arrangements made by 


Shipper and other Shipper project participants in relation to the Shipper’s Project, including,  but 


not limited to: sourcing and contracting of natural gas; transportation of natural gas to the 


interconnection  of PNG’s system;  processing,  liquefaction  and  storage  at  tidewater;  marine 


transportation arrangements; LNG off-take arrangements; lender financing arrangements; and 


any required Offshore Shipper Authorizations; 
 
“Quarterly Status Report” has the meaning ascribed to it in Section 2.3; 


 
“Regulatory Authorities” means, as the context requires, the Shipper Regulatory Authorities or 


PNG’s Regulatory Authorities or both; 
 


“Service” means the services to be provided in accordance with the Service Agreement; 


“Service” has the meaning defined in the form of Service Agreement attached to this Agreement; 
 
“Service Agreement” means anthe agreement between PNGTransporter and a Shipper, for the 


transportation of Gas  on , the  Interconnecting  Pipeline,  substantially  in  the  form of which 


is attached as Schedule  “C”  to  this Agreement; 
 


“Service Reservation Request” means a service reservation request for firm transportation 


capacity  on  the  Interconnecting  Pipeline  substantially  in  the  form  of  Schedule “B” to this 


Agreement; 
 
“Shipper Authorizations” means the certificates, approvals, authorizations, permits and 


exemptions from the Shipper Regulatory Authorities necessary, including any required 


supplements and amendments thereto, for the Shipper to perform its obligations under this 


Agreement; 
 
“Shipper Regulatory Authorities” means all relevant governmental and regulatory authorities 


having jurisdiction in Canada over the Shipper with respect to this Agreement and the Service 


Agreement; 
 
“Shippers” means those Persons who have executed and delivered ICTRAs with PNG which 


provide for such Persons to execute Service Agreements for the utilization of capacity on the 


Interconnecting Pipeline upon the completion of certain conditions precedent, which ICTRAs are 


in full force and effect; 
 
“Shippers Lenders” means the banks or other financial institutions that provide debt financing 


to the Shipper in connection with the Gas to be transported under the Service Agreements; 
 
“Shipper’s Project” has the meaning ascribed to it in Recital B of this Agreement. 


 


“Shipper Service Request Date” means the earliest date, as set out in Schedule “B”, for which 


Shipper has indicated it is willing to receive Service and be responsible for any Demand Charges 


and Interruptible Charges relating to that service;.; 
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“Target Completion Date” means July 1, 2017, subject“Transportation Option” shall have the 


meaning ascribed to extension pursuant toit in Section 9.1.3.2.  
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Schedule “B” 


Transportation Service Reservation RequestAgreement 
 
Shipper Name:             


 


Shipper Address:         
 
 
 
 


 


Attention: 
 


Fax: 


Email: 
 
 


1.         Shipper’s Interconnecting Pipeline Contracted Capacity: 


per Day. 


10
3
m


3  
Gas 
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2. Receipt Point for Shipper’s Gas:                    The    point    of    interconnection    of    


the Interconnecting Pipeline at the 


terminus of Transporter’s Existing 


Pipeline in Kitimat, and  if  applicable,  the 


point of interconnection of the 


Interconnecting Pipeline at the terminus of 


the Expansion at which  Transporter  will  


receive  Shipper’s Gas for transportation 


service. 
 
3.         Delivery Point for Shipper’s Gas:                  District Lot 99, Kitimat Township. 


 
4.         Initial Term of Service:                                  20 years. 


 
5. Shipper Service Request Date:                       The  date  of  commercial  operation  of  


the LNG export facilities to which Shipper has contracted or will contract for LNG liquefaction 


service, being the first business day after the occurrence of the departure of the first cargo of 


LNG produced from such LNG export facilities. 







