
 

 
Patrick Wruck 
Commission Secretary 
 
Commission.Secretary@bcuc.com 
bcuc.com 

 
Suite 410, 900 Howe Street 
Vancouver, BC  Canada  V6Z 2N3 
P:    604.660.4700 
TF:  1.800.663.1385 
F:    604.660.1102 

 

File 59442 | BCUC IR No. 3  1 of 1 

May 11, 2020 
 
Sent via email/efile  

Kinder Morgan Canada (Jet Fuel) Inc. 
2019 Tariff Filing                   Exhibit A-31 

 
Ms. Rosa Twyman 
Legal Services and Business Director 
Regulatory Law Chambers 
#601 – 888 Fourth Avenue SW  
Calgary, AB T2P 0V2  
rosa.twyman@rlchambers.ca 
 
 
Re: Pembina Kinder Morgan Canada (Jet Fuel) Inc. (PKMJF) – 2019 Tariff Filing Application – Project No. 

1598984 – BCUC Information Request No. 3  
 
 
Dear Ms. Twyman: 
 
Further to your November 29, 2018 filing regarding the above-noted application, please find enclosed British 
Columbia Utilities Commission Information Request No. 3. In accordance with the regulatory timetable 
established by BCUC Order P-2-20, please file your response no later than Tuesday, June 9, 2020. 
 
Sincerely, 
 
Original signed by: 
 
Patrick Wruck 
Commission Secretary 
 
 
AK/cmv 



 

 
 
 
Suite 410, 900 Howe Street 
Vancouver, BC  Canada  V6Z 2N3 
bcuc.com 

 
 
 
P:    604.660.4700 
TF:  1.800.663.1385 
F:    604.660.1102 

 

PKMJF 2019 Tariff Filing BCUC IR No. 3 1 of 13 

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

 
INFORMATION REQUEST NO. 3 TO KINDER MORGAN CANADA (JET FUEL) INC. 

 
 
Table of Contents Page no. 
A. THE JET FUEL SYSTEM ....................................................................................................................................1 

B. COST OF SERVICE ...........................................................................................................................................2 

C. ABANDONMNET COSTS .................................................................................................................................5 

 
 
A. THE JET FUEL SYSTEM 

 Reference: THE JET FUEL SYSTEM 
Exhibit B-8, Section II, pp. 9-12; Exhibit B-11, BCUC IR 3.1; Exhibit B-13, IR 6.3  
Utilization of the Jet Fuel System  

In response to BCUC IR 3.1, Kinder Morgan Canada (Jet Fuel) Inc. (KMJF) states: 

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

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

In response to Vancouver Airport Fuel Facility Corporation (VAFFC), KMJF IR 6.3 states: 

KMJF has had discussions with other potential shippers in the past 24 months regarding 
new shipper inquiries… 

KMJF understands that while there may be other shippers interested in shipping on the 
Jet Fuel Line, new shippers have been unable to source barrels to existing Jet Fuel Line 
receipt points, including being unable to secure storage capacity at the Westridge 
Marine Terminal or Parkland for their jet fuel supplies. 

1.1 Under what circumstances, if any, does Pembina Kinder Morgan Canada (Jet Fuel) Inc. (PKMJF) 
have an obligation to allow shippers to continue to use the Jet Fuel Line (JFL)? Please elaborate.  

1.2 Please provide any communication with shippers indicating their interest in shipping on the JFL. 

1.2.1 What level of tolls would make shipping on the JFL economically viable for these 
shippers? Please discuss. 

1.3 Assuming shippers could source barrels, please provide the potential volumes that shippers 
have expressed an interest in shipping on the JFL and the resultant toll per cubic meter of 
throughput. 
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1.3.1 Please discuss any alternative storage options a shipper may use, other than the 
Westridge Marine Terminal, if any. 

1.4 Please discuss the volume of throughput from alternative shippers that would be required for 
PKMJF to continue operating the JFL economically. 

1.5 In the event that an increase in air travel and the subsequent demand for fuel at Vancouver 
International Airport resulted in the Vancouver Airport Fuel Delivery (VAFD) project reaching 
maximum capacity, could the JFL be used for delivery of fuel in the future? Please discuss.  

1.5.1 Please discuss the potential for the JFL to be used after it has been fully depreciated and 
abandonment costs recovered. 

1.5.2 Is PKMJF aware of any jurisdiction where this situation has occurred? Please provide any 
relevant analyses in your response. 

1.6 Please discuss the (i) short and (ii) long-term effects, if any, on throughput, tolling, depreciation 
and abandonment of the JFL given the ongoing COVID-19 situation. 

1.7 Given that PKMJF is seeking to fully depreciate the JFL by 2022, please explain how rates would 
be set in the event shippers continue to use the JFL after it is fully depreciated. 

1.7.1 Is PKMJF aware of any jurisdictions where this situation, or a similar situation, has 
occurred? Please discuss, providing any relevant jurisdictional analysis. 

B. COST OF SERVICE 

 Reference: 2019 COST OF SERVICE 
Exhibit B-14 (Application), Section III, pp. 19-20, Appendix A; Exhibit B-11, BCUC IRs 
5.2, 5.4  
Depreciation of the Jet Fuel System 

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

 
In response to BCUC IR 5.4, KMJF states: 
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The amount in Table 5, column h, reflects the forecasted annual amount required to 
fully amortize the cost of removal account over the revised remaining three-year 
economic life. 

2.1 Please explain whether the cost of removal shown in the 2019 depreciation schedule has 
already been incurred by PKMJF. 

2.1.1 If yes, please provide the details of the same. 

2.1.2 If no, please explain the difference between the cost of removal and the proposed 
abandonment cost.  

In response to BCUC IR 5.2.1, KMJF states: 

KMJF’s proposed depreciation rates follow the straight-line approach for depreciation, 
and this depreciation approach is consistent with the financial accounting standards 
applicable to KMJF. 

2.2 Please confirm, or explain otherwise, that PKMJF has conducted a detailed depreciation study of 
its assets. 

2.2.1 If confirmed, please provide details of the study along with the relevant Resume of the 
depreciation expert who prepared the same. 

2.2.2 If not, why not? 

 Reference: ABANDONMENT COSTS 
Exhibit B-13, IR 2.2; National Energy Board (NEB) Decision & Reasons MH-001-2012, 
Appendix III, Table A-2 
Abandonment Legislation 

In response to VAFFC IR 2.2, KMJF states: 

The Oil and Gas Activities Act and its regulations1 govern the OGC’s regulation of 
physical abandonment activities in British Columbia (“B.C.”). These include abandoning 
the pipeline in accordance with CSA Z662 and doing everything referred to in section 19 
(1) (a) to (g) of the Environmental Protection and Management Regulation… 

Section 11 of the Pipeline Regulation prescribes the following with respect to a pipeline permit for the 
purposes of section 40(e) of the Oil and Gas Activities Act:  
 

11 The following requirements are prescribed with respect to a pipeline permit for the purposes 
of section 40 (e) of the Act:  
 
(a) abandon the pipeline in accordance with CSA Z662 
 
(b) do everything referred to in section 19 (1) (a) to (g) of the Environmental Protection and 

Management Regulation.  
 

NEB Decision & Reasons MH-001-2012 Appendix III, Table A-2: 
 

 
1 Including the Pipeline Regulation, BC Reg 281/2010, and the Environmental Protection and Management Regulation, BC 
Reg 41/2016. 
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3.1 Please confirm, or explain otherwise, that the pipeline abandonment assumptions and cost 
estimates in Environmental Liability Management Inc.’s (ELM) Pipeline Abandonment Cost 
Estimate (Final Report) are based on NEB Decision & Reasons MH-001-2012, including Tables A-
2 and A-3. 

3.1.1 Please confirm, or explain otherwise, that the tables provided in NEB Decision & 
Reasons MH-001-2012 provide a guideline, and not a requirement, for abandonment of 
provincially regulated pipelines, including the JFL.  

3.1.2 Please discuss how Tables A-2 and A-3 of NEB Decision & Reasons MH-001-2012 inform 
provincial legislation for pipeline abandonment and removal. 

3.2 Please provide a summary of the requirements for pipeline abandonment provided in CSA Z662. 

3.2.1 Please discuss whether CSA Z662 provides guidelines on pipeline abandonment cost 
estimates. 

3.2.2 Please provide a copy of CSA Z662. 

3.3 With respect to the abandonment and removal of the JFL, please discuss the differences in 
assumptions, if any, between the NEB framework and CSA Z662. 

3.3.1 For any differences identified, please discuss how PKMJF/ELM prepared its 
abandonment estimates, providing an explanation of how it reconciled and used 
differing guidelines. 

3.4 Please provide any additional relevant analyses, studies or legislation relating to the 
abandonment of the JFL, if applicable.  

3.5 Please provide any relevant analysis related to accelerated depreciation, abandonment and 
associated cost recovery of a pipeline within other jurisdictions. 

3.5.1 Is PKMJF aware of any other utility that has had accelerated depreciation of its assets 
approved by a regulator? Please discuss, providing any relevant case studies found in BC 
or other jurisdictions. 

3.5.1.1 Please discuss if the shareholder or ratepayer bore the costs associated with 
accelerated depreciation of the asset.  
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3.5.1.2 If PMKJF is not aware of any jurisdictional case studies, please explain, with 
rationale, whether the utility and shareholder, the ratepayer or a 
combination of both should bear this cost. 

3.5.1.3 Please confirm the remaining useful life of the JFL and the period over which 
the asset would be depreciated if the VAFD project were not to be built. 

3.5.2 Please discuss the steps PKMJF took to mitigate the risk of the JFL becoming a stranded 
asset over its economic life.  

3.5.2.1 How did PKMJF adjust its approach to mitigating the risk of stranded assets 
since it became aware of the VAFD project? Please elaborate. 

3.5.2.2 Please discuss the concept of a bypass rate. Please explain if PKMJF 
considered the use of it, and whether or not it is appropriate in this case. 

3.5.2.3 Has PMKJF discussed the potential for a bypass rate with VAFFC, Parkland or 
any other shipper? Please discuss. 

3.5.3 Is PMKJF aware of any examples where the risk and costs of stranded assets are borne 
by the utility and shareholder or the ratepayer? Please discuss, providing any relevant 
examples in your response. 

 
C. ABANDONMNET COSTS 

 Reference: ABANDONMENT COSTS 
Exhibit B-10, Pipeline Abandonment Cost Estimate (Final Report), p. 6, Appendix C, 
Amended Table A-3; National Energy Board (NEB) Decision & Reasons MH-001-2012, 
p. 2, Appendix III, Table A-2, Appendix IV, Table A-3; Exhibit B-22, Appendix 18.3, PDF 
pp. 2, 40 
Abandonment Assumptions and Cost Estimates 

On page 6 of the Final Report attached to Exhibit B-10, ELM states: 

In other categories, [ELM] applied site-specific estimates where the NEB range did not 
adequately capture the scope of work required for the abandonment activities at the 
specific site… 

The NEB recommends a factor of 20% be applied to sections 2, 3a, 4, 5 and 6 for small 
diameter pipelines less than 50km in length.  A factor of 25% has been applied in this 
case due to the urban setting and the current regulatory environment in British 
Columbia.  Preliminary discussions with the cities of Burnaby and Richmond lead us to 
believe that there could be significant additional time and effort required to complete 
tasks in this category. 

NEB Decision & Reasons MH-001-2012, p. 2 states: 

Pipeline specific estimates of abandonment costs were to be accompanied by discussion 
and supporting evidence for any assumptions used that differed from those in the Base 
Case. [Emphasis added] 

Final Report, Appendix C, Amended Table A-3: 
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In Exhibit B-22, Appendix 18.3, PDF p. 2 states: 

[E]xpectations that the line will be able to be complete 'Pipeline Abandonment in Place' 
for 90% of the pipeline's length. Pipeline Abandonment in Place refers to cleaning the 
pipeline, capping all segments, and leaving the empty pipeline in the ground. The 
remaining 10% would be removed in situations where the pipeline comes above 
surface, and anywhere there is potential for future development that would necessitate 
removal.  

Exhibit B-22, Appendix 18.3, PDF p. 40 states: 

Common industry practice for abandonment of federally (NEB) and provincially (BC 
OGC) licensed small diameter pipelines (2" to 12") is to 'abandon in place' on agricultural 
lands, existing developed lands, environmentally sensitive areas (parks, ecological 
reserves), crossings (road, rail & utility), or water crossings…no further work or 
associated costs are necessary to achieve physical abandonment, except in cases where 
it is necessary to physically remove portions of the pipeline in areas where prospective 
future development or special consideration necessitate removal. 

Z662.15 section 10.16.1 states that ''The decision to abandon a section of a pipeline, 
whether in place or through removal, shall be made on the basis of a documented 
abandonment plan that includes the rationale for the abandonment, landowner 
consultation, effect on terrain and water, road and railway crossings, as well as current 
and potential land use. The plan shall consider the potential for safety hazards and 
environmental damage that could be created by ground subsidence, soil admixing or 
contamination, groundwater contamination, erosion, and the creation of water 
conduits." 

4.1 Please explain how ELM derived the additional 5 percent factor (total 25%) to be applied to the 
cost estimates in sections 2, 3a, 4, 5 and 6. Please provide any relevant calculations and 
supporting evidence for this assumption in your response. 

4.2 Please explain what is meant by the ‘current regulatory environment in British Columbia’ and 
why this requires an additional factor of 5 percent in excess of that recommended by the NEB. 

4.2.1 Please explain why an additional 5 percent factor has been applied for an ‘urban setting’ 
and the ‘current regulatory environment’ when the 20 percent factor already accounts 
for regulatory and environment costs.  

4.3 Please explain why ELM first estimated that “the line will be able to be complete 'Pipeline 
Abandonment in Place' for 90% of the pipeline's length” if the estimate is based on the 
assumptions in Table A-2. 

4.4 Please confirm, or explain otherwise, that ELM’s Final Report is in compliance with section 
10.16.1 of CSA Z662. 
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 Reference: ABANDONMENT COSTS 
Exhibit B-10, pp. 5-6, Final Report, p. 9, Appendix C, Table A-3; Exhibit B-22, p. 56 
City of Richmond Abandonment Requirements 

On Pages 5 & 6 of Exhibit B-10, KMJF provides the following tables: 
 

 

 
 

Page 9 of ELM’s Final Report states: 

The City of Richmond was contacted to formulate a preliminary estimate of how much  
of  the pipeline they may wish to have removed. We received an email response from 
Milton Chan, Acting Director, Engineering. His email stated that “Richmond’s 
expectation is for the pipeline to be fully removed as part of the decommissioning 
process.” The length of the KMJF Pipeline residing within the City of Richmond is approx. 
13.2 km. Of that, approx. 5.25 km is constructed in an agricultural setting, with the 
remaining 7.95 km constructed in a developed urban setting. 
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Exhibit B-22, Appendix 18.3, PDF p. 40 states: 

Common industry practice for abandonment of federally (NEB) and provincially (BC 
OGC) licensed small diameter pipelines (2" to 12") is to 'abandon in place' on agricultural 
lands, existing developed lands, environmentally sensitive areas (parks, ecological 
reserves), crossings (road, rail & utility), or water crossings… 

It is assumed that landowners, municipalities, and regulators will allow for pipeline 
abandonment in place unless there is a compelling reason to remove a segment of the 
pipeline. 

5.1 Please confirm, or explain otherwise, that Table A-2 of NEB Decision & Reasons MH-001-2012 
stipulates removal of 100 percent of the pipeline in non-agricultural land with prospective 
future development. 

5.2 Please confirm, or explain otherwise, that 5.25km of pipeline identified as ‘Rural’ would be 
‘Agricultural’, based on Table A-2 of Appendix II of NEB Decision & Reasons MH-001-2012. 

5.2.1 If confirmed, which category of ‘Agricultural’ land would this section of pipeline fall 
under? 

5.3 Please confirm, or explain otherwise, that PKMJF categorizes all 5.25km of rural pipeline within 
the City of Richmond identified above as ‘Cultivated with special features.’ 

5.3.1 If not confirmed, please explain the need for all 5.25km of pipeline to be removed, 
based on the land use categories in Table A-2. 

5.4 Please confirm, or explain otherwise, that the 7.95km of pipeline identified as ‘Urban’ within the 
City of Richmond is within an existing developed urban setting. 

5.4.1 Please explain why this length of pipeline is to be removed when Table A-2 provides that 
pipeline in existing developed lands is to be abandoned in place. 

5.5 Is PKMJF aware of any areas of land or locations along the pipeline route that the City of 
Richmond has identified for prospective future development at this time? Please discuss, 
providing any relevant correspondence, where possible. 

5.5.1 Please provide a map of the pipeline’s route through the City of Richmond, clearly 
indicating the lengths of the pipeline that fall into the land use as per Table A-2. 

5.6 Please confirm, or explain otherwise, that under the NEB guidelines, it is best practice to remove 
pipeline in the City of Richmond if land is identified as non-agricultural land with prospective 
future development. 

5.7 Please confirm, or explain otherwise, that industry practice allows for abandonment in place for 
pipelines unless there is a compelling reason to remove. 

5.7.1 Please explain how standard industry practice allows for abandonment in place when 
the NEB requires removal of pipeline in non-agricultural land with prospective future 
development. 

5.8 Please account for the cost variance related to the pipeline through the City of Richmond 
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between ELM’s Preliminary Report and the Final Report if abandonment cost estimates are 
based on the NEB Table A-2.  

5.9 Please provide any further correspondence that outlines the City of Richmond’s requirement 
and reasons for removal of 100% of the JFL. 

5.10 Does PKMJF have an official response or document from the City of Richmond with respect to 
the JFL abandonment? 

5.10.1 If yes, please provide any official documentation. 

5.10.2 If not, please confirm that without this request, common industry practice allows for 
abandonment in place. 

5.11 In PKMJF’s view, has the City of Richmond provided compelling reasons to remove 100% of the 
JFL? Please elaborate. 

5.12 Is PKMJF obligated to remove 100% of the pipeline within the City of Richmond in order to be in 
compliance with (i) CSA Z662.15 and (ii) NEB Decision & Reasons MH-001-2012? Please discuss. 

5.12.1 Where the request for pipeline removal is in excess of the requirements or guidelines as 
set out in Z662.15 and NEB Decision & Reasons MH-001-2012, in PKMJF’s view, should 
these costs be borne by PKMJF and its shareholders or ratepayers? Please discuss. 

5.12.2 Please explain why pipeline removal is necessary within the City of Richmond when 
“Common industry practice for abandonment of federally (NEB) and provincially (BC 
OGC) licensed small diameter pipelines (2" to 12") is to 'abandon in place'”. 

5.13 In PKMJF’s view, can the City of Richmond require PKMJF remove pipeline without compelling 
reasons? Please discuss. 

5.13.1 Can PKMJF decline the City of Richmond’s request to remove the pipeline based on 
common industry practice of ‘abandoning in place’? Please discuss. 

5.13.2 In the event that sections of pipeline are abandoned in place, in PKMJF’s view, can the 
City of Richmond enact legislation/bylaws that would compel KMJF to remove pipeline? 
Please discuss. 

5.14 Please discuss the specific risks, if any, of abandoning the pipeline in place within the City of 
Richmond. 

5.15 Please discuss the specific risks, if any, of removing pipeline located within the City of Richmond. 

  

 Reference: ABANDONMENT COSTS 
Exhibit B-10, p. 5, Final Report, p. 9 
City of Burnaby Abandonment Requirements 

Exhibit B-10, p. 5 states: 

The Final Report continues to assume removal of 20 percent of the total pipeline length 
within the City of Burnaby, or 5.0 kilometers. KMJF notes that this cost could increase 
depending on the response received from the City of Burnaby regarding abandonment 
of the Jet Fuel Line. 

Page 9 of ELM’s Final Report states: 

Numerous attempts were made to contact the City of Burnaby in June 2019 to request a 
meeting to discuss their requirements for abandonment and removal – representatives 
from the City were unable to meet to discuss the City’s requirements.   
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Due to the urban setting in which this pipeline is situated, it is reasonable to expect that 
the potential for future development is likely at some points along the pipeline route. 
This estimate includes costs to remove 20% of the total pipeline length, or 5.0 
kilometers. 

6.1 Please provide any correspondence PKMJF/ELM has had subsequent to those made in June 2019 
with the City of Burnaby with respect to abandonment of the JFL. 

6.1.1 Does PKMJF have an official response or document from the City of Burnaby with 
respect to the JFL abandonment? 

6.1.2 If yes, please provide any official documentation. 

6.1.3 If not, please explain how ELM estimated that 20% of the total pipeline in the City of 
Burnaby would be removed when the City of Burnaby have not provided comment or 
abandonment requirements. 

6.2 Is PKMJF required to remove 20% of the pipeline, as per NEB guidelines (Table A-2)? Please 
discuss. 

6.3 Please explain why ELM did not assume 100% removal through the City of Burnaby, in line with 
the City of Richmond’s expectation. 

6.3.1 Please update the table above to include a cost estimate based on removal of 100% the 
pipeline. 

6.4 Please provide a map detailing the land use along the pipeline route in the City of Burnaby, 
clearly indicating which sections are in an existing developed setting and those with prospective 
future development. 

 Reference: ABANDONMENT COSTS 
Exhibit B-10, pp. 5, 8; Exhibit B-11, BCUC IRs 2.2, 9.2, 11.8; Exhibit B-14, pp. 14, 28; 
Exhibit B-22, Appendix 18.3, PDF p. 39 
Abandonment Cost Collection Mechanism 

On page 8 of Exhibit B-10, KMJF provides the following table: 
 

 
 
In response to BCUC IR 11.8, KMJF states: 

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

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

Exhibit B-10, p. 5 states: 

ELM made numerous attempts to contact the City of Burnaby in June 2019, to request a 
meeting to discuss their requirements for abandonment and removal, but 
representatives from the City of Burnaby were unable to meet to discuss this City’s 
requirements. The Final Report continues to assume removal of 20 percent of the total 
pipeline length within the City of Burnaby, or 5.0 kilometers. KMJF notes that this cost 
could increase depending on the response received from the City of Burnaby regarding 
abandonment of the Jet Fuel Line. 

Table 9 on p. 28 of Exhibit B-14 provides details of the proposed Abandonment Cost Collection 
Mechanism: 
 

 
 

7.1 Please confirm, or explain otherwise, that the Final Report does not include the City of 
Burnaby’s confirmed expectation for pipeline abandonment.  

7.2 Please provide the costs associated with a range of scenarios, including 100% of the pipeline 
removal, that the City of Burnaby could request with respect to pipeline abandonment and/or 
removal. 

7.2.1 Please update Table 9 to include these scenarios. 

7.3 Please account for the variance between ELM’s Preliminary Report and the Final Report related 
to the City of Burnaby abandonment cost estimates if estimates are based on the NEB’s base 
case assumptions. 

7.4 Did ELM prepare any sensitivity analysis with respect to the abandonment estimate? 

7.4.1.1 If yes, please provide any supporting data. 

7.4.1.2 If not, why not? 

7.5 Given the variance between ELM’s preliminary and Final Report please discuss the likelihood 
that further significant variances may occur between the final abandonment cost estimate and 
actuals and how these costs would be recovered. 
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7.5.1 Please explain if any potential difference would be covered by the 15 percent 
contingency built into the Final Report cost estimate. 

7.6 In PKMJF’s view, should the ratepayer or PKMJF’s shareholders be responsible for abandonment 
costs if the actual cost of abandonment exceeds the final estimate? Please discuss. 

7.7 Is PKMJF aware of any other jurisdictions that have approved an abandonment surcharge 
mechanism? Please provide any relevant analysis in your response. 

In response to BCUC IR 2.2, KMJF provides the following table: 
 

 
 

In response to BCUC IR 9.2, KMJF states: 

KMJF proposes recovering its return of capital and abandonment costs over the time 
period that it reasonably expects to be the remaining time for which it will be 
economically viable for KMJF to operate the Jet Fuel Line 

In response to BCUC IR 2.2, KMJF states: 

KMJF notes the VFAD project may become operational before Jet Fuel Line is fully 
depreciated on December 31, 2021. KMJF therefore faces significant risk of not being 
able to pass on all of its costs to its ratepayers, if any remain. 

On PDF p. 39 of Appendix 18.3 attached to Exhibit B-22, an email from ELM states: 

Please understand that this is a preliminary exercise we are undertaking with the goal of 
funding an abandonment levy for this pipeline and associated facilities. The levy will 
ensure funding of the future abandonment in the event that the owner is unable to 
meet its obligations. To be clear, abandonment of this pipeline ls not being proposed 
now or anytime in the foreseeable future. 

7.8 Please discuss the risks that the shareholder takes on when operating a utility. 

7.9 Please discuss the risks associated with continued operation of the Jet Fuel Line. 

7.9.1 Please explain how PKMJF calculated the $1 million annual business fee included in the 
2022 revenue requirement in the scenario that the JFL continues to operate after 2021. 

7.9.2 In PKMJF’s view, should these costs only be borne by ratepayers and not PKMJF’s 
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shareholders? Please discuss.  

7.10 Please discuss the reasons why PKMJF should be provided with ‘incentives’ to operate the JFL in 
a safe, reliable and efficient manner?  

7.11 Please discuss if, as a common carrier, PKMJF is obliged to continue to operate the JFL (i) if it is 
uneconomical and (ii) after the JFL has been fully depreciated, if there is still a demand from 
shippers. 

7.12 Please discuss what is meant by ‘the event the owner is unable to meet its obligations’ in the 
above preamble. 

7.12.1 In PKMJF’s view, does this statement place the obligation with respect to abandonment 
of the JFL on PKMJF and its shareholders before ratepayers? Please discuss. 

7.13 Does PKMJF bear the risk if depreciation rates are insufficient to recover costs over the life of 
the JFL?  Please discuss. 

7.14 Please explain if the risk of abandonment and the associated costs are part of PKMJF’s 
obligations as part of normal business operations. 

7.15 Please discuss if PKMJF shareholders should bear the risk of accelerated depreciation and cost of 
abandonment if it has been provided the opportunity to earn a fair and reasonable return on its 
investment. 

7.16 Please explain how recovery of capital and abandonment costs by December 31, 2021 reconciles 
with the statement that abandonment is not being proposed ‘now or anytime in the foreseeable 
future’. 
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	1.5.2 Is PKMJF aware of any jurisdiction where this situation has occurred? Please provide any relevant analyses in your response.

	1.6 Please discuss the (i) short and (ii) long-term effects, if any, on throughput, tolling, depreciation and abandonment of the JFL given the ongoing COVID-19 situation.
	1.7 Given that PKMJF is seeking to fully depreciate the JFL by 2022, please explain how rates would be set in the event shippers continue to use the JFL after it is fully depreciated.
	1.7.1 Is PKMJF aware of any jurisdictions where this situation, or a similar situation, has occurred? Please discuss, providing any relevant jurisdictional analysis.



	B. COST OF SERVICE
	2.0 Reference: 2019 COST OF SERVICE Exhibit B-14 (Application), Section III, pp. 19-20, Appendix A; Exhibit B-11, BCUC IRs 5.2, 5.4  Depreciation of the Jet Fuel System
	2.1 Please explain whether the cost of removal shown in the 2019 depreciation schedule has already been incurred by PKMJF.
	2.1.1 If yes, please provide the details of the same.
	2.1.2 If no, please explain the difference between the cost of removal and the proposed abandonment cost.

	In response to BCUC IR 5.2.1, KMJF states:
	2.2 Please confirm, or explain otherwise, that PKMJF has conducted a detailed depreciation study of its assets.
	2.2.1 If confirmed, please provide details of the study along with the relevant Resume of the depreciation expert who prepared the same.
	2.2.2 If not, why not?


	3.0 Reference: ABANDONMENT COSTS Exhibit B-13, IR 2.2; National Energy Board (NEB) Decision & Reasons MH-001-2012, Appendix III, Table A-2 Abandonment Legislation
	3.1 Please confirm, or explain otherwise, that the pipeline abandonment assumptions and cost estimates in Environmental Liability Management Inc.’s (ELM) Pipeline Abandonment Cost Estimate (Final Report) are based on NEB Decision & Reasons MH-001-2012...
	3.1.1 Please confirm, or explain otherwise, that the tables provided in NEB Decision & Reasons MH-001-2012 provide a guideline, and not a requirement, for abandonment of provincially regulated pipelines, including the JFL.
	3.1.2 Please discuss how Tables A-2 and A-3 of NEB Decision & Reasons MH-001-2012 inform provincial legislation for pipeline abandonment and removal.

	3.2 Please provide a summary of the requirements for pipeline abandonment provided in CSA Z662.
	3.2.1 Please discuss whether CSA Z662 provides guidelines on pipeline abandonment cost estimates.
	3.2.2 Please provide a copy of CSA Z662.

	3.3 With respect to the abandonment and removal of the JFL, please discuss the differences in assumptions, if any, between the NEB framework and CSA Z662.
	3.3.1 For any differences identified, please discuss how PKMJF/ELM prepared its abandonment estimates, providing an explanation of how it reconciled and used differing guidelines.

	3.4 Please provide any additional relevant analyses, studies or legislation relating to the abandonment of the JFL, if applicable.
	3.5 Please provide any relevant analysis related to accelerated depreciation, abandonment and associated cost recovery of a pipeline within other jurisdictions.
	3.5.1 Is PKMJF aware of any other utility that has had accelerated depreciation of its assets approved by a regulator? Please discuss, providing any relevant case studies found in BC or other jurisdictions.
	3.5.1.1 Please discuss if the shareholder or ratepayer bore the costs associated with accelerated depreciation of the asset.
	3.5.1.2 If PMKJF is not aware of any jurisdictional case studies, please explain, with rationale, whether the utility and shareholder, the ratepayer or a combination of both should bear this cost.
	3.5.1.3 Please confirm the remaining useful life of the JFL and the period over which the asset would be depreciated if the VAFD project were not to be built.

	3.5.2 Please discuss the steps PKMJF took to mitigate the risk of the JFL becoming a stranded asset over its economic life.
	3.5.2.1 How did PKMJF adjust its approach to mitigating the risk of stranded assets since it became aware of the VAFD project? Please elaborate.
	3.5.2.2 Please discuss the concept of a bypass rate. Please explain if PKMJF considered the use of it, and whether or not it is appropriate in this case.
	3.5.2.3 Has PMKJF discussed the potential for a bypass rate with VAFFC, Parkland or any other shipper? Please discuss.

	3.5.3 Is PMKJF aware of any examples where the risk and costs of stranded assets are borne by the utility and shareholder or the ratepayer? Please discuss, providing any relevant examples in your response.



	C. ABANDONMNET COSTS
	4.0 Reference: ABANDONMENT COSTS Exhibit B-10, Pipeline Abandonment Cost Estimate (Final Report), p. 6, Appendix C, Amended Table A-3; National Energy Board (NEB) Decision & Reasons MH-001-2012, p. 2, Appendix III, Table A-2, Appendix IV, Table A-3; E...
	4.1 Please explain how ELM derived the additional 5 percent factor (total 25%) to be applied to the cost estimates in sections 2, 3a, 4, 5 and 6. Please provide any relevant calculations and supporting evidence for this assumption in your response.
	4.2 Please explain what is meant by the ‘current regulatory environment in British Columbia’ and why this requires an additional factor of 5 percent in excess of that recommended by the NEB.
	4.2.1 Please explain why an additional 5 percent factor has been applied for an ‘urban setting’ and the ‘current regulatory environment’ when the 20 percent factor already accounts for regulatory and environment costs.

	4.3 Please explain why ELM first estimated that “the line will be able to be complete 'Pipeline Abandonment in Place' for 90% of the pipeline's length” if the estimate is based on the assumptions in Table A-2.
	4.4 Please confirm, or explain otherwise, that ELM’s Final Report is in compliance with section 10.16.1 of CSA Z662.

	5.0 Reference: ABANDONMENT COSTS Exhibit B-10, pp. 5-6, Final Report, p. 9, Appendix C, Table A-3; Exhibit B-22, p. 56 City of Richmond Abandonment Requirements
	5.1 Please confirm, or explain otherwise, that Table A-2 of NEB Decision & Reasons MH-001-2012 stipulates removal of 100 percent of the pipeline in non-agricultural land with prospective future development.
	5.2 Please confirm, or explain otherwise, that 5.25km of pipeline identified as ‘Rural’ would be ‘Agricultural’, based on Table A-2 of Appendix II of NEB Decision & Reasons MH-001-2012.
	5.2.1 If confirmed, which category of ‘Agricultural’ land would this section of pipeline fall under?

	5.3 Please confirm, or explain otherwise, that PKMJF categorizes all 5.25km of rural pipeline within the City of Richmond identified above as ‘Cultivated with special features.’
	5.3.1 If not confirmed, please explain the need for all 5.25km of pipeline to be removed, based on the land use categories in Table A-2.

	5.4 Please confirm, or explain otherwise, that the 7.95km of pipeline identified as ‘Urban’ within the City of Richmond is within an existing developed urban setting.
	5.4.1 Please explain why this length of pipeline is to be removed when Table A-2 provides that pipeline in existing developed lands is to be abandoned in place.

	5.5 Is PKMJF aware of any areas of land or locations along the pipeline route that the City of Richmond has identified for prospective future development at this time? Please discuss, providing any relevant correspondence, where possible.
	5.5.1 Please provide a map of the pipeline’s route through the City of Richmond, clearly indicating the lengths of the pipeline that fall into the land use as per Table A-2.

	5.6 Please confirm, or explain otherwise, that under the NEB guidelines, it is best practice to remove pipeline in the City of Richmond if land is identified as non-agricultural land with prospective future development.
	5.7 Please confirm, or explain otherwise, that industry practice allows for abandonment in place for pipelines unless there is a compelling reason to remove.
	5.7.1 Please explain how standard industry practice allows for abandonment in place when the NEB requires removal of pipeline in non-agricultural land with prospective future development.

	5.8 Please account for the cost variance related to the pipeline through the City of Richmond between ELM’s Preliminary Report and the Final Report if abandonment cost estimates are based on the NEB Table A-2.
	5.9 Please provide any further correspondence that outlines the City of Richmond’s requirement and reasons for removal of 100% of the JFL.
	5.10 Does PKMJF have an official response or document from the City of Richmond with respect to the JFL abandonment?
	5.10.1 If yes, please provide any official documentation.
	5.10.2 If not, please confirm that without this request, common industry practice allows for abandonment in place.

	5.11 In PKMJF’s view, has the City of Richmond provided compelling reasons to remove 100% of the JFL? Please elaborate.
	5.12 Is PKMJF obligated to remove 100% of the pipeline within the City of Richmond in order to be in compliance with (i) CSA Z662.15 and (ii) NEB Decision & Reasons MH-001-2012? Please discuss.
	5.12.1 Where the request for pipeline removal is in excess of the requirements or guidelines as set out in Z662.15 and NEB Decision & Reasons MH-001-2012, in PKMJF’s view, should these costs be borne by PKMJF and its shareholders or ratepayers? Please...
	5.12.2 Please explain why pipeline removal is necessary within the City of Richmond when “Common industry practice for abandonment of federally (NEB) and provincially (BC OGC) licensed small diameter pipelines (2" to 12") is to 'abandon in place'”.

	5.13 In PKMJF’s view, can the City of Richmond require PKMJF remove pipeline without compelling reasons? Please discuss.
	5.13.1 Can PKMJF decline the City of Richmond’s request to remove the pipeline based on common industry practice of ‘abandoning in place’? Please discuss.
	5.13.2 In the event that sections of pipeline are abandoned in place, in PKMJF’s view, can the City of Richmond enact legislation/bylaws that would compel KMJF to remove pipeline? Please discuss.

	5.14 Please discuss the specific risks, if any, of abandoning the pipeline in place within the City of Richmond.
	5.15 Please discuss the specific risks, if any, of removing pipeline located within the City of Richmond.

	6.0 Reference: ABANDONMENT COSTS Exhibit B-10, p. 5, Final Report, p. 9 City of Burnaby Abandonment Requirements
	6.1 Please provide any correspondence PKMJF/ELM has had subsequent to those made in June 2019 with the City of Burnaby with respect to abandonment of the JFL.
	6.1.1 Does PKMJF have an official response or document from the City of Burnaby with respect to the JFL abandonment?
	6.1.2 If yes, please provide any official documentation.
	6.1.3 If not, please explain how ELM estimated that 20% of the total pipeline in the City of Burnaby would be removed when the City of Burnaby have not provided comment or abandonment requirements.

	6.2 Is PKMJF required to remove 20% of the pipeline, as per NEB guidelines (Table A-2)? Please discuss.
	6.3 Please explain why ELM did not assume 100% removal through the City of Burnaby, in line with the City of Richmond’s expectation.
	6.3.1 Please update the table above to include a cost estimate based on removal of 100% the pipeline.

	6.4 Please provide a map detailing the land use along the pipeline route in the City of Burnaby, clearly indicating which sections are in an existing developed setting and those with prospective future development.

	7.0 Reference: ABANDONMENT COSTS Exhibit B-10, pp. 5, 8; Exhibit B-11, BCUC IRs 2.2, 9.2, 11.8; Exhibit B-14, pp. 14, 28; Exhibit B-22, Appendix 18.3, PDF p. 39 Abandonment Cost Collection Mechanism
	7.1 Please confirm, or explain otherwise, that the Final Report does not include the City of Burnaby’s confirmed expectation for pipeline abandonment.
	7.2 Please provide the costs associated with a range of scenarios, including 100% of the pipeline removal, that the City of Burnaby could request with respect to pipeline abandonment and/or removal.
	7.2.1 Please update Table 9 to include these scenarios.

	7.3 Please account for the variance between ELM’s Preliminary Report and the Final Report related to the City of Burnaby abandonment cost estimates if estimates are based on the NEB’s base case assumptions.
	7.4 Did ELM prepare any sensitivity analysis with respect to the abandonment estimate?
	7.4.1.1 If yes, please provide any supporting data.
	7.4.1.2 If not, why not?

	7.5 Given the variance between ELM’s preliminary and Final Report please discuss the likelihood that further significant variances may occur between the final abandonment cost estimate and actuals and how these costs would be recovered.
	7.5.1 Please explain if any potential difference would be covered by the 15 percent contingency built into the Final Report cost estimate.

	7.6 In PKMJF’s view, should the ratepayer or PKMJF’s shareholders be responsible for abandonment costs if the actual cost of abandonment exceeds the final estimate? Please discuss.
	7.7 Is PKMJF aware of any other jurisdictions that have approved an abandonment surcharge mechanism? Please provide any relevant analysis in your response.
	7.8 Please discuss the risks that the shareholder takes on when operating a utility.
	7.9 Please discuss the risks associated with continued operation of the Jet Fuel Line.
	7.9.1 Please explain how PKMJF calculated the $1 million annual business fee included in the 2022 revenue requirement in the scenario that the JFL continues to operate after 2021.
	7.9.2 In PKMJF’s view, should these costs only be borne by ratepayers and not PKMJF’s shareholders? Please discuss.

	7.10 Please discuss the reasons why PKMJF should be provided with ‘incentives’ to operate the JFL in a safe, reliable and efficient manner?
	7.11 Please discuss if, as a common carrier, PKMJF is obliged to continue to operate the JFL (i) if it is uneconomical and (ii) after the JFL has been fully depreciated, if there is still a demand from shippers.
	7.12 Please discuss what is meant by ‘the event the owner is unable to meet its obligations’ in the above preamble.
	7.12.1 In PKMJF’s view, does this statement place the obligation with respect to abandonment of the JFL on PKMJF and its shareholders before ratepayers? Please discuss.

	7.13 Does PKMJF bear the risk if depreciation rates are insufficient to recover costs over the life of the JFL?  Please discuss.
	7.14 Please explain if the risk of abandonment and the associated costs are part of PKMJF’s obligations as part of normal business operations.
	7.15 Please discuss if PKMJF shareholders should bear the risk of accelerated depreciation and cost of abandonment if it has been provided the opportunity to earn a fair and reasonable return on its investment.
	7.16 Please explain how recovery of capital and abandonment costs by December 31, 2021 reconciles with the statement that abandonment is not being proposed ‘now or anytime in the foreseeable future’.




