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A. APPLICATION OVERVIEW 

 Reference: Application Overview 

Industrial Firm Transportation Rate Schedule 40 Application 
(Application), Exhibit B-1, pp. 2, 5  
Reactivated Capacity Allocation Process  

On page 2 of the Application, Pacific Northern Gas Ltd. (PNG) states:  

PNG anticipates conducting an open season through its proposed 
Reactivated Capacity Allocation Process (RECAP) in the near future. PNG may 
receive sufficient bids resulting in the full utilization of its transmission 
system. As PNG has approximately eight industrial customers currently being 
served under the interruptible sales and transportation service tariff, PNG 
expects that some of these customers may wish to firm up transportation 
service for their operations as interruptible service would become subject to 
more interruptions if PNG’s system is fully contracted. 

Further on page 5 of the Application, PNG states: 

The proposed timeline will provide smaller industrial customers with an 
opportunity to firm up their transportation service requirements prior to the 
potential full allocation of presently unutilized capacity on PNG’s 
transmission system anticipated upon completion of the RECAP in early 
2020. 

1.1 Please discuss whether PNG still anticipates completing the RECAP in early 2020. If 
not, please identify the new anticipated completion date and briefly explain the 
reasons for the delay. 

Response: 
 
PNG announced the RECAP open season through a notice published in the Daily Oil Bulletin on May 1, 
2020.  PNG has also notified prospective bidders that the RECAP auction will commence on May 13, 
2020 and that bids will be due on June 3, 2020. 
 
 
 

1.2 Please discuss whether the timing of the RECAP has any impact on the timing of 
when smaller industrial customers can firm up their transportation service 
requirements. 

Response: 
 
The timing of the RECAP does not have an impact on the timing of when the existing smaller industrial 
customers can firm up their transportation service requirements.  However, PNG notes that if all of 
the reactivation volumes available under RECAP become contracted, limited capacity will remain for 
future firm service contracts unless and until PNG is able to expand its system to accommodate those 
incremental small industrial volumes.   
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1.3 Please provide the earliest date that industrial customers can sign up for the 

proposed rate schedule (RS) 40 once it receives British Columbia Utilities Commission 
(BCUC) approval. As part of the response, please discuss whether there is a deadline 
to sign up for the proposed RS 40. 

Response: 
 
There is no deadline for industrial customers to sign up for the proposed RS 40.  They may sign up and 
execute TSAs immediately following BCUC approval of the RS 40, subject to adequate capacity being 
available. 
 
 
 

1.4 Please discuss whether the potential volume firmed up by industrial customers 
currently served under the interruptible sales and transportations service tariff could 
negatively impact the RECAP or the capacity available to customers eligible for Rate 
Schedule 80. 

Response: 
 
Based on the volumes forecast for the small industrial customers currently served under the 
interruptible sales and transportations service tariff forecast in the PNG-West Revenue Requirements 
Application for Test Years 2020 and 2021, PNG does not expect a negative impact on the RECAP or the 
capacity available to customers eligible for RS 80.  However, PNG notes that if a small industrial 
customer requests volumes that are significantly different from PNG’s forecast, this may impact the 
capacity available for the RECAP.  To date, no small industrial customer currently served with 
interruptible service has requested firm service, but PNG notes that one customer had expressed 
interest in firm service in the past year. 
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B. NEW INDUSTRIAL FIRM TRANSPORTATION RATE (RATE SCHEDULE 40) 

 Reference: New Industrial Firm Transportation Rate (Rate Schedule 40) 
Exhibit B-1, p. 6; PNG Application regarding Process for Allocation of 
Reactivated Capacity and Approval of Large Volume Industrial 
Transportation Rate Proceeding (RECAP Proceeding), Exhibit B-4, BCUC 
Information Request (IR) 17.1 
Industrial transportation service tariff 

On page 6 of the Application, PNG states: 

PNG does not have an existing common industrial transportation service 
tariff for industrial customers since, historically, industrial transportation 
customers have negotiated different rates with PNG under their respective 
TSAs. 

2.1 Please confirm, or explain otherwise, that the rate(s) currently under the 
interruptible sales and transportation service tariff are lower than the rate proposed 
under TS 40.  

 
Response: 
 
Confirmed.  As noted in the Application, PNG is proposing the RS 40 industrial firm transportation 
service rate to be the same as the delivery component of the rate offered to RS 4 (industrial sales) 
customers that is higher than the delivery rate under the existing interruptible sales and transportation 
service tariff. 
 

 
 

2.1.1 If not confirmed, please provide the rationale for proposing a rate for firm 
service that is lower than a rate for interruptible service. 

Response: 
 
Not applicable.  Please see the response to Question 2.1. 
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In response to BCUC IR 17.1 in the RECAP Proceeding, PNG stated: 

For administrative simplicity and consistency among customers, it would be 
PNG’s long term goal to have a single set of GTCs [general terms and 
conditions] apply to all industrial transportation service customers, not just 
those taking service under RS 80.  However, PNG’s current large industrial 
transportation contracts have been individually negotiated with each 
customer and these contracts embody the GTCs applicable to that customer.  
PNG does not have any contractual right to unilaterally impose new GTCs 
under these agreements and, therefore, there will be no immediate change 
to the GTCs that apply to existing customers.  For PNG’s small industrial 
interruptible transportation customers, PNG has an approved single set of 
GTCs which are incorporated by reference into each small industrial 
interruptible transportation contract.  

Upon approval of the GTCs for RS 80 service, PNG suggests that it should 
approach its existing larger industrial transportation service customers to see 
if they would agree to amend their contracts and adopt the RS 80 GTCs.  
However, in PNG’s experience, some customers would be unwilling to 
amend their contracts.  PNG would also undertake to review the GTCs 
applicable to small industrial interruptible transportation customers to see if 
those could be consolidated with the GTCs for RS 80 service without material 
adverse impact on PNG or its customers. 

2.2 Please discuss PNG’s progress with consolidating the GTCs applicable to small 
industrial interruptible transportation customers with the GTCs for RS 80. 

Response: 
 
PNG acknowledges that it has not made any progress on this matter due to its heavy regulatory 
workload in recent years and prioritization of its regulatory applications.  Following the BCUC approval 
of the Consolidated GTCs for gas sales customers in 2011, PNG had a long-term goal to also harmonize 
and consolidate the GTCs for the transportation customers in all of its service areas.  However, as noted 
in the RECAP proceeding, this is a difficult task due to the requirement to renegotiate each existing 
contract to impose updated GTCs. With this Application and its proposed GTCs, PNG is taking the first 
step in harmonizing the GTCs for small industrial firm transportation customers to be consistent with 
the GTCs for the RS 80 large volume industrial firm transportation service customers.   
 
 
 

2.3 Please discuss whether PNG considered consolidating the GTCs for all of its industrial 
transportation service customers, aside from PNG’s current large industrial 
transportation contracts, but including the proposed GTCs for RS 40.   

Response: 
 
Please see the response to Question 2.2. 
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2.3.1 If yes, please discuss why PNG did not consolidate the proposed GTCs for RS 
40 with one of its existing GTCs for industrial transportation service 
customers. 

Response: 
 
Please see the response to Question 2.2. 
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 Reference: Firm Industrial Transportation Service (RS 40) 
Exhibit B-1, p. 6; Appendix B, C Rate 

On page 6 of the Application, PNG states: 

[I]t is appropriate that the same delivery charges apply to both industrial firm 
sales and industrial firm transportation service customers as the gas delivery 
service offered to both types of customers is the same. 

On RS 4, under “Available”, it states: “[t]his Rate Schedule is available in all territory served 
by Pacific Northern Gas, provided adequate capacity exists in Pacific Northern Gas Systems.” 
[emphasis added] 
 
3.1 Please explain why the provision “provided adequate capacity exists…” is not needed 

on RS 40 given that both rate schedules are offering the same gas delivery service. 

Response: 
 
As noted in the RS 40 Tariff Sheet, customers are required to sign a Transportation Service Agreement 
(TSA) in order to receive this service.  PNG determined that it was not necessary to add the noted 
provision as it would not commit to provide firm transportation service if the capacity was not 
available.  However, PNG proposes to add the noted provision in the final rate schedule following BCUC 
approval to be consistent with RS 4. 
 

 
 
The proposed RS 40 shows the “Firm Demand Charge” of $3.714/GJ and the “Company Use 
Charge” of $0.093/GJ. The sum of these two charges equals the “Delivery Charge” of 
$3.807/GJ on RS 4.  
 
3.2 Please explain why the delivery charge is separated into two charges on RS 40, but 

not on RS 4. 

Response: 
 
PNG notes that shippers under RS 40 are obligated to pay the Firm Demand Charges based on the 
contracted capacity as per Schedule A of an executed TSA and the Company Use Charges based on 
actual deliveries.  There may be instances whereby the shipper takes lower deliveries than the 
contracted capacity resulting in the volumes for the calculation of the Company Use Charge being 
different from the volumes for the calculation of the Firm Demand Charge.  Therefore, the Demand 
Charge and the Company Use Gas charges are separated under RS 40 compared to RS 4 where the 
volumes delivered would generally be the same for the calculation of the Delivery Charge and the 
Company Use Charge. 
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On RS 4, it states: “[t]he minimum charge per Month will be the aggregate of the Basic 
Charge and the Franchise Fee Charge.” 
 
3.3 Please confirm, or explain otherwise, that the minimum charge per month for RS 40 

is also the aggregate of the Basic Monthly Charge and the Franchise Fee Charge. If 
confirmed, please discuss whether this provision should be added to RS 40, 
consistent with RS 4. 

Response: 
 
Not confirmed.  Based on the TSA, a RS 40 customer is obligated to pay the Basic Monthly Charge, the 
Firm Demand Charge, the Company Use Charge (if applicable) and the related Franchise Fee Charge 
each month.  PNG submits that the noted provision is not required in RS 40, but is amenable to 
including this provision in the final form of the rate schedule following BCUC approval. 
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C. GENERAL TERMS AND CONDITIONS 

 Reference: General Terms and Conditions 
Exhibit B-1, p. 8; Appendix E, p. 2 
Company Use Gas 

On page 8 of the Application, PNG states: 

PNG has made use of the GTCs incorporated into the draft RS 80 TSA as the 
basis for the General Terms and Conditions – Industrial Transportation 
Service for the proposed Rate Schedule 40 tariff… 

PNG has made a few modifications to the previously approved GTCs. Many 
of the changes have been made to provide clarity or are administrative in 
nature. PNG proposes that RS 40 customers pay the Company Use Charge 
rather than providing a share of system gas in-kind. This will simplify 
administration of gas nominations and balancing for the RS 40 customers 
and is appropriate given the smaller size of the RS 40 customers relative to 
RS 80 customers. It is also consistent with the structure of the RS 4 sales rate 
structure. 

4.1 Please identify and discuss the key differences between the GTCs applicable to RS 4, 
the GTCs applicable to small industrial interruptible transportation customers and 
the proposed GTCs for RS 40. As part of the response, please provide the rationale 
for the differences. 

Response: 
 
PNG has prepared the table that follows which compares the proposed provisions in the RS 40 GTCs 
with similar provisions, when they exist, in the RS 4 GTCs and the GTCs applicable to small industrial 
transportation service.  The RS 4 GTCs were implemented to address the full range of PNG’s sales 
customers, including residential and commercial customers and therefore have numerous provisions 
which are not applicable or are of limited applicability to RS 4 service.  Examples include provisions for 
service line installation, equal billing plan and distribution mains extensions. 
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Proposed RS40  
GTCs Provision 

RS4  
GTCs Provision 

Industrial Interruptible  
T-Service GTCs Provision 

Availability of service 
- Both firm & interruptible 

service under a TSA for 
primary term & extensions, 

- Shipper to execute TSA, make 
arrangements on upstream 
pipelines & meet the credit 
requirements 

 
Rate schedule 4 notes that gas 
sales industrial firm service is 
available provided adequate 
capacity exists. 

 
Not addressed in the GTCs. 

Nominations & Deliveries 
- Contains current North 

American standards for 
nominations on gas 
transmission pipelines 
(nomination for following day 
made by Shipper at 10:00 am 
CCT & confirmed by 
transporter by 12 noon).  
Shipper to take gas on a 
reasonably even hourly flow. 

 
No nomination procedures 
included.  PNG supplies gas as 
required by customer subject to 
curtailment procedures. 

 
Nominations for following day 
by 8:30 am and PNG to notify 
customer by fax by 2:00 pm 
amount it is able to transport if 
it is unable to satisfy customer’s 
nomination.  Similar provisions 
as RS40 GT&Cs with respect to 
hourly rates of flow. 

Tolls & Commencement of Tolls 
- Provides for charges that 

apply to firm service and to 
interruptible service and that 
tolls become payable on the 
Commencement Date 

 
Provides that PNG will bill the 
customer in accordance with 
the applicable rate schedule. 

 
Not addressed in the GTCs. 

Service & Commencement of Service 
- Provides for service to 

commence on 
commencement date & for 
PNG to provide 10 days 
notice of such date 

- Shipper to provide PNG with 
a forecast of gas 
requirements for the first 30 
days following the 
commencement date 

- PNG to provide service in 
accordance with Shipper’s 
nominations 

 
 
PNG to use best efforts to 
provide constant delivery of gas 
at unvaried pressures. 

 
 
Not addressed in the GTCs. 
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Proposed RS40 
GTCs Provision 

RS4 
GTCs Provision 

Industrial Interruptible  
T-Service GTCs Provision 

Gas balancing 
- Shipper to use commercially 

reasonable efforts to balance 
its receipts & deliveries of 
energy & volume with the 
amounts scheduled 

- Month-end imbalances to be 
corrected over the first 25 
days of the following month 

- Imbalance charges, which 
increase with the percentage 
variance of imbalance, apply 
on days when a Curtailment 
notice is in effect 

 
PNG will provide notice to 
customer in the event it is 
required to curtail service.  PNG 
has the right to discontinue 
service if the customer fails to 
comply with the notice. 

 
No obligations are set out for 
customer’s obligation to balance 
its receipts & deliveries.  Month-
end imbalances are to be 
corrected the following month 
in a manner acceptable to PNG.  
 
Imbalance charges similar to 
RS40 apply on days when a 
curtailment notice is in effect 
though a customer is provided 
with relief for the first day of 
such overrun each contract 
year. 

Demand Charge Credits 
- If PNG is unable to deliver 

shipper’s contract quantity 
due to curtailment or force 
majeure, customer is 
provided with a demand 
charge credit which provides 
that it will not be charged for 
an equivalent volume of gas 
delivered on an interruptible 
basis in the future. 

 
Not addressed (demand charges 
are generally not applicable to 
RS4 customers). 

 
Not applicable as demand 
charges do not apply to 
interruptible service. 

Statements, Payment & Audit 
- PNG is to invoice shipper 

within 15 days of the end of 
a month & shipper is to pay 
within 10 days or by the 25th 
of the month, whichever is 
later. 

- Provides for correction of 
billing errors for up to 12 
months following the end of 
a Year. 

- Provides for interest charges 
on late payments at the rate 
approved by the BCUC for 
sales customers. 

 
PNG determines when and how 
often a customer is billed.  Bills 
are due 20 days after the billing 
date, unless otherwise agreed 
between PNG & customer.   
 
Billing corrections can be made 
for up to 12 months if customer 
was under-billed and for the 
period limited by applicable law 
if customer was over-billed.  
Late payment charges, as 
approved by the BCUC, apply to 
amounts in excess of $15.00 
that are overdue.   

 
PNG is to invoice shipper within 
10 days of the end of a month & 
shipper is to pay within 10 days 
of receipt of an invoice.   
 
Corrections of invoices can be 
made for 12 months following 
issue of the invoice.  Overdue 
payments accrue interest at a 
rate equal to the RBC Prime 
Rate plus 2%. 
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Proposed RS40 
GTCs Provision 

RS4 
GTCs Provision 

Industrial Interruptible  
T-Service GTCs Provision 

Possession & Control of Gas, Reps & 
Warrants 

- PNG is responsible for 
shipper’s gas delivered to 
PNG as if it were the owner 
until such time as the gas is 
redelivered to the customer. 

- PNG has the right to 
comingle gas in its pipeline  

 
 
Not applicable. 

 
 
Essentially the same provisions 
as found in the RS40 GTCs. 

Agency Matters 
- Allows for shipper to appoint 

an agent by executing the 
form of agency agreement 

 
Not addressed. 

 
Not addressed. 

Force Majeure 
- With the exception of 

payment of demand charges, 
each party is relieved of its 
obligations to the other in 
the event of force majeure 

- A party is required to use 
due diligence in resolving an 
event of force majeure 

 
Not addressed. 

 
Force majeure relieves PNG of 
its obligations to shipper and 
PNG is required to use due 
diligence in resolving an event of 
force majeure. 

Default & Termination 
- Either party can terminate 

the TSA with 60 days’ notice 
to the defaulting party unless 
the default is cured in the 60 
day notice period. 

- PNG can terminate and 
demand payment of the 
Termination Fee after the 60 
days or if there has been a 
critical shipper default 
(which includes a payment 
default continuing for 30 
days, declaration of 
bankruptcy by shipper or its 
guarantor, or failure by 
shipper to meet the credit 
requirements after 5 days’ 
notice). 

 
See PNG’s rights to suspend 
service above. 

 
See PNG’s rights to suspend or 
terminate service above. 
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Proposed RS40 
GTCs Provision 

RS4 
GTCs Provision 

Industrial Interruptible 
T-Service GTCs Provision 

Credit Requirements 
- After reviewing shipper’s 

financial information, PNG 
may require credit support 
and shipper can then provide 
either a letter of credit for 90 
days of demand charges or a 
guarantee from a 
creditworthy entity. 

 
PNG can require security in the 
form of a cash deposit, or other 
equivalent security, for an 
amount equal to the estimated 
bill for the two highest 
consecutive months of 
consumption by the customer. 

 
PNG can require security in the 
form of a cash deposit, or other 
equivalent security, for an 
amount equal to the estimated 
maximum bill for 60 days of 
transportation service. 

Limitation of Liability 
- Liability to the other party is 

limited to direct damages 

 
PNG is liable to a customer due 
only to gross negligence or 
willful misconduct and is not 
liable for loss of revenue, profit 
or other economic loss.   
 
Customers are responsible for 
all liabilities with respect to gas 
after it passes the delivery 
point, and for acts or omissions 
causing damage to PNG facilities 
serving customer’s premise or 
for the use or presence of gas 
prior to the delivery point on 
the customer’s premise. 

 
Each party assumes full 
responsibility and liability for 
maintenance and operations of 
its respective properties and 
indemnifies the other party for 
all liability and expense in 
connection with its equipment 
or gas while in its possession. 

Miscellaneous 
- Various legal ‘boilerplate’ 

provisions 

 
None. 

 
Similar to RS40 provisions. 

 
 
 
4.2 Please confirm, or explain otherwise, that the GTCs applicable to RS 4 and the GTCs 

applicable to small industrial interruptible transportation customers require 
customers to pay the “Company Use Charge”, rather than providing a share of 
system gas in-kind, consistent with RS 40. 

Response: 
 
Confirmed.   
 
 

 
4.2.1 If not confirmed, please provide the rationale for the inconsistency. 

Response: 
 
Not applicable.  Please see the response to Question 4.2. 
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Article 1 of the blacklined GTCs states: 
 

 
 

On page 8 of the Application, PNG provides a summary of the key changes to the GTCs from 
the GTCs for RS 80, which includes the following: 

Article 1 – Definition of “Company Use Charge” has been added to reflect the 
proposed toll. 

Article 1 – Definition of “System Gas” and “System Gas Percentage” have 
been removed as they are not applicable. 

Article 3.5 – Section has been removed as System Gas is not applicable 

4.3 Please explain the differences between Company Use Gas and System Gas. 

Response: 
 
Company Use Gas and System Gas are the same and are defined the same.  PNG has chosen to utilize 
the term Company Use Gas when a charge for such gas is applied in accordance with the applicable 
rate schedule (i.e. the Company Use Charge).  PNG utilizes the term System Gas when the applicable 
tariff (currently only the RS 80 tariff) is recovered via the transporter’s provision of their share of  
System Gas.  
 
 

 
4.4 Please discuss why it was necessary to change the term “System Gas" to “Company 

Use Gas" given that the definition of the terms appear to be identical. As part of the 
response, please explain what the implications would be, if any, of using the term 
“System Gas” in the toll for RS 40. 

Response: 
 
It was not necessary to revise “System Gas” to “Company Use Gas” as they are defined identically.  In 
all cases where PNG has a “Company Use Charge” in a tariff, it utilizes the term Company Use Gas.  For 
this reason and for consistency between the defined terms in the RS 4 tariff and the proposed RS 40 
tariff, PNG has proposed the use of the term Company Use Gas. 
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 Reference: General Terms and Conditions 
Exhibit B-1, pp. 8–9; Appendix E, pp. 3–4, 17–18 
Credit Support 

Page 8 of the Application states: 

Article 1 – Definition of “Credit Support” has been simplified. 

Article 1 – Definition of “Minimum Acceptable Rating” has been changed to 
be consistent with the provisions in PNG’s most recent approved RS 4 
contract 

Article 1 of the blacklined GTCs states: 
 

 
 

 
 

5.1 Please provide the rationale for simplifying the credit support definition in the GTCs 
and explain how this new definition was determined.    

Response: 
 
The definitions of both Credit Support and Minimum Acceptable Rating were taken from the most 
recently approved RS 4 contract in order to maintain consistency between the RS 4 provisions and the 
proposed RS 40 provisions. 
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5.2 Please discuss whether a simplified definition of “Credit Support” and simplified 

credit requirements would increase the credit risk exposure to PNG’s existing 
ratepayers. 

Response: 
 
First, it is noted that the credit risk exposure for RS 40 customers, with the proposed RS 40 credit 
requirements, is identical to the credit risk exposure under the most recent approved RS 4 contract.  
PNG believes that the revised credit requirements and simplified definition of Credit Support are 
appropriate for RS 4 and RS 40 customers as compared to the requirements and definition that will 
apply to larger customers under the RS 80 tariff.  With RS 4 and RS 40 customers being smaller gas 
consumers than RS 80 customers, each RS 4 and RS 40 customer imposes a smaller financial burden 
on PNG’s ratepayers in the event of a default, compared to a RS 80 customer.   
 
 

 
5.2.1 If yes, please discuss how PNG will ensure that existing ratepayers are 

protected from any increased credit risk exposure.  

Response: 
 
PNG believes that the proposed RS 40 tariff provisions with respect to credit requirements strike an 
appropriate balance between attracting and maintaining customer loads while maintaining an 
acceptable credit risk exposure.  In other words, PNG would not be in favour of making the credit 
requirements more restrictive as it believes this could result in reduced demand for the RS 40 service.  
For example, if PNG were to apply the RS 80 credit requirements to the potential RS 40 customers, it 
is possible that these smaller customers would be unable or unwilling to meet those requirements.   
 
PNG also suggests that it would not be fair and reasonable to make the credit requirements for RS 40 
service more restrictive than the requirements for RS 4 sales.  In fact, a customer taking RS 4 sales 
service creates more credit exposure than the same customer would taking RS 40 transportation 
service given that the amounts owed by a customer under RS 4 service would be greater by virtue of 
the fact that the customer is paying for both the gas and the delivery of the gas rather than just paying 
for delivery of the gas as is the case under RS 40 service. 
 
Finally, as noted in PNG’s Application, the primary driver for this tariff was to provide an opportunity 
for interruptible industrial customers to contract for firm service prior to PNG’s available firm service 
being fully contracted to RS 80 customers under PNG’s RECAP process.  For this reason, PNG does not 
expect that any new facilities will be required in order to provide service to RS 40 customers at this 
time and therefore provision of RS 40 service is not expected to create any new risk exposure for PNG’s 
ratepayers. 
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5.3 Please explain why the definition of “Minimum Acceptable Rating” should be 

consistent with the provisions of PNG’s most recently approved RS 4 contract. 

Response: 
 
PNG’s approach to the proposed RS 40 transportation service was to make it equivalent to RS 4 sales 
service in all respects other than with respect to the provision of the gas commodity itself.  This 
approach applied to the applicable rates as well as the term and conditions of service.  PNG believes 
that the latest RS 4 contract approved by the BCUC reflects the most up-to-date terms and conditions 
for firm service to small industrial customers which have also been fully reviewed and approved 
through a recent regulatory process.  PNG previously used this approach in developing its commercial 
transportation services and this was acceptable to both the BCUC and the customers. 
 

 
 

5.4 At a high-level, please discuss whether there are any differences in customer profile 
between those taking service from RS 4 compared to those taking service from RS 
40. 

Response: 
 
PNG has designed the RS 4 sales service and RS 40 transportation service to be applicable to the same 
class of customers with the only difference being that under the RS 4 service the customer choses to 
buy its gas from PNG while under the RS 40 transport service the customer choses to acquire its gas 
from another party. 
 
 

 

5.5 Please explain the risks associated with amending the definition to “[i]n the event of 
a split ratings among any of the foregoing, the highest rating shall prevail” from “[i]n 
cases where ratings of the aforementioned rating agencies are different, the lowest 
credit rating shall be used.” 

Response: 
 
PNG believes that using the Minimum Acceptable Rating definition from the recently approved RS 4 
contract, as opposed to using the definition in the RS 80 GTCs, may help improve the quality of credit 
support when it is required.   
 
The proposed RS 40 GTCs provide additional discretion with respect to requirements for Credit Support 
compared to the RS 80 GTCs; that is, for RS 80 customers Credit Support is mandatory when the 
customer is not creditworthy, while for an RS 40 customer PNG can request Credit Support if it has 
concerns with the customer’s ability to pay following a review of the customer’s financial information. 
 
Under the RS 40 tariff, the customer has the choice of providing a guarantee from a creditworthy party 
or a letter of credit in the amount of three months of demand charges once PNG has requested Credit 
Support.  It is PNG’s opinion that a guarantee from a party that has at least one rating that is investment 
grade provides more security than a three month letter of credit and therefore wants to encourage RS 
40 customers to provide a guarantee when credit support is required. 
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5.6 Please discuss if there are any risks associated with removing the sentence, “[i]n 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.” 

Response: 
 
PNG suggests it is possible that an RS 40 customer may be able to provide a guarantee from an entity 
that is equivalent to investment grade but does not have a published rating and that such a guarantee 
would provide better financial assurance than the alternative of a letter of credit for three months of 
demand charges.  However, the administrative burden of having to review financial information for 
the smaller RS 40 customers’ potential guarantors to confirm the guarantor would provide better 
financial assurances to PNG than a letter of credit for three months of demand charges outweighs the 
possible benefit of obtaining such a guarantee.. 
 

 
 
5.7 Please confirm, or explain otherwise, that the definitions of “Credit Support” and 

“Minimum Acceptable Rating” and the simplified credit requirements proposed in RS 
40 are consistent with PNG’s interruptible sales and transportation service tariff for 
industrial customers. 

Response: 
 
While the proposed RS 40 credit requirements and related definitions are consistent with the recently 
approved RS 4 contract on which they were based, these requirements are somewhat strengthened 
relative to PNG’s GTCs for interruptible transportation service and PNG’s GTCs for sales service.   
 
The GTC’s for interruptible transportation service provide that PNG may request a letter of credit for 
60 days of estimated maximum deliveries or alternate security acceptable to PNG. 
 
PNG does not currently offer a standalone interruptible sales service for industrial customers.  All sales 
to industrial customers are provided under the RS 4 tariff which incorporates the General Terms and 
Conditions – Gas Sales.  These General Terms and Conditions are applicable to all of PNG’s sales tariffs 
in all its service areas (Residential, Commercial and Industrial in both PNG-West & PNG(NE)).  Those 
GTCs provide that if a customer or applicant cannot establish or maintain credit to the satisfaction of 
PNG, the customer or applicant may be required to make a security deposit in the form of cash or an 
equivalent form of security acceptable to PNG, the amount of which will equal the estimate of the total 
bill for the two highest consecutive months consumption of gas. PNG can require the customer to 
adjust the security deposit from time to time to reflect changes to gas consumption compared to gas 
consumption levels when the initial security deposit was determined. 
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5.7.1 If not confirmed, please identify and provide the rationale for the 
inconsistencies. 

Response: 
 
PNG considers that security for three months of service to industrial customers more appropriately 
manages the risk of payment default by those entities.  PNG notes that with billing and payment lags, 
60 days of gas service will have elapsed prior to PNG becoming aware of a payment default.  The 
additional time proposed for the RS 40 service allows PNG to ensure that it will not be cutting off gas 
service to these customers simply due to administrative issues or errors, while simultaneously ensuring 
that it will have sufficient security when a payment default is not cured promptly by the customer. 
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Further on pages 8 and 9 of the Application, it states: 

Article 17.1 – Has been modified to simplify the credit requirements and to 
make them consistent with the credit requirement provisions in PNG’s most 
recent approved RS 4 contract. 

Articles 17.2 to 17.8 – Have been removed as the credit requirements have 
been simplified and reflected under Article 17.1.  

Article 17.1 of the GTCs states: 

At any time during the term of this Agreement, Seller may require Buyer to 
provide financial information reasonably needed to ascertain Buyer’s ability 
to purchase Gas under this Agreement or to meet any other obligations 
which may accrue, and Buyer shall provide the requested information within 
five (5) business days of such request. If Seller has reasonable grounds for 
insecurity regarding the payment, performance or enforceability of any 
obligation of Buyer under this Agreement, Seller may demand Credit 
Support, and Buyer shall provide such Credit Support by the end of the fifth 
(5th) business day after the demand is received. Seller may, until such Credit 
Support is provided, withhold any amounts owed to Buyer under this 
Agreement (whether or not yet due) and setoff against such withheld 
amounts any amounts owed to Seller under this Agreement (whether or not 
yet due). For clarity, if the provider of any Approved Letter of Credit or 
Guarantee for Credit Support ceases to meet the applicable requirements 
therefor, Seller may demand new or replacement Credit Support, as the case 
may be. 

 
5.8 Please explain the rationale for simplifying and modifying the credit requirements in 

the GTCs to be consistent with RS4 contract. 

Response: 
 
As noted in the Application and in the responses to Questions 5.1, 5.2, and 5.2.1, it was PNG’s goal to 
maintain consistency between the RS 4 and RS 40 services given that the services were available to the 
same group of customers.  PNG also believes that the simplified credit requirements are appropriate 
for RS 40 customers compared to RS 80 customers, as discussed in the responses to Questions 5.2 and 
5.2.1.  
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5.9 Please explain what is considered “financial information reasonably needed to 

ascertain Buyer’s ability to purchase Gas…” If possible, please provide examples of 
this type of financial information. 

Response: 
 
Generally, PNG expects that it will require the Buyer to provide its financial statements, however PNG 
also wanted to allow the Buyer to provide additional financial information which the Buyer deems 
relevant in assisting PNG in making its determination.  Such additional information could include, for 
example, financial statements of parental organizations. 
 

 
 

5.9.1 Please discuss whether there are any risks associated with not defining the 
“financial information” mentioned in Article 17.1 and removing Article 17.6, 
which stipulates the form and timing of the Shipper’s financial information, 
from the GTCs. 

Response: 
 
PNG does not believe that leaving the term “financial information” undefined in Article 17.1 introduces 
any additional risk for credit exposure to RS 40 customers.  As noted in the response to Question 5.5, 
credit support under the RS 80 tariff is mandatory while under the RS 40 tariff it is discretionary.  If 
PNG is not satisfied with the financial information provided by the RS 40 customer, PNG will have the 
same right to require credit support as in the circumstances where financial information of the form 
required under the RS 80 tariff is provided and still supports the conclusion that credit support is 
required. 
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D. TRANSPORTATION SERVICE AGREEMENT 

 Reference: Transportation Service Agreement 
Exhibit B-1, Appendix F, Section 1.1, p. 2; Schedules A, B 
Definitions 

The draft form TSA defines, “General Terms and Conditions” to mean “Transporter’s General 
Terms and Conditions – Industrial Transportation Service, as filed with or otherwise approved 
by the BCUC and in effect from time and initially to be in the form of the General Terms and 
Conditions attached hereto as Schedule “C”. [emphasis added]  
  
6.1 Please clarify if the definition included in the preamble should be amended as 

follows: “General Terms and Conditions” means Transporter’s General Terms and 
Conditions – Industrial Transportation Service, as filed with or otherwise approved by 
the BCUC and in effect from time to time and initially to be in the form of the 
General Terms and Conditions attached hereto as Schedule “C”. 

Response: 
 
PNG confirms that TSA definition of General Terms and Conditions has the typographical error noted 
and that it will be corrected. 
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The draft form TSA defines “Shipper’s Contracted Capacity” to mean “the volume of Gas, set 
out in Schedule “A”, that Transporter has agreed to deliver on the Pipeline on any Day on 
a firm basis and for which Shipper has agreed to pay the Demand Charge in accordance 
with the terms of this Agreement.” 
 
Schedule A of the TSA shows the “Shippers Contracted Capacity” as “[.] 103m3”. 
 
6.2 Please discuss whether there are any minimum or maximum capacity commitments 

or restrictions to obtain service under RS 40. If applicable, please explain why these 
commitments or restrictions are necessary and how they were determined. 

Response: 
 

PNG does not have capacity restrictions that apply to the proposed RS 40 service.  This is consistent 

with the RS 4 sales service which provides that the service is available to customers for firm gas 

supplied at one premises for use in approved equipment in industrial operations which are those 

processing or manufacturing goods. 

 

The RS 4 tariff provides that it is applicable to gas supplied at one premise in approved equipment in 

industrial operations which are those processing or manufacturing goods.  It was PNG’s intention to 

limit the applicability of the RS 40 service in the same manner, however this was inadvertently missed 

on the tariff rate sheet.  PNG will correct this to ensure that the RS 40 service is clearly only available 

to customers with industrial operations. 

 

PNG notes that while there is no stated maximum volume for RS 40 service, a customer would be 
expected to contract for RS 80 service when it is more cost effective for the customer to commit to the 
10 MMSCFD minimum volume under that service than to pay the higher rate that applies to the RS 40 
service. 
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Schedule B of the TSA includes an “Interruptible Service Charge” for “Interruptible Sales 
Above Shipper’s Contracted Capacity.” 
 
6.3 Please confirm, or explain otherwise, that “Interruptible Sales Above Shipper’s 

Contracted Capacity” would be provided under PNG’s interruptible sales and 
transportation service tariff. 

Response: 
 
It was PNG’s intention that the RS 40 service, like the RS 80 service, would incorporate interruptible 
service for volumes delivered by PNG above the customer’s Contracted Capacity.  This would ensure 
that the customer would need to execute just one transportation agreement with all service provided 
under a single tariff.  The proposed interruptible rate sheet was mistakenly excluded from PNG’s 
application.  PNG will amend the proposed RS 40 tariff to include a rate sheet for interruptible service 
that would apply under the RS 40 TSA, in a similar manner to RS 80.  It is PNG’s proposal to have the 
RS 40 interruptible charge set equal to the existing Interruptible Sales and Transportation Service rate 
which currently has a delivery charge (including Company Use) of $3.4007/GJ with a GCVA Company 
Use rate rider of $0.0980/GJ. 

 
 

 
6.3.1 If not confirmed, please provide the “Interruptible Service Charge” and how 

this rate was determined. 

Response: 
 
Please refer to the response to Question 6.3. 
 

 
 

6.3.2 If not confirmed, please clarify whether the “Interruptible Service Charge” 
should be included in RS 40. 

Response: 
 
Please refer to the response to Question 6.3. 
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On pages 1 and 2 of the blacklined TSA, it states: 

 

 
 

 

 
 

  
 
6.1 Please clarify whether PNG requires or plans for “new facilities” in order to offer the 

proposed firm transportation services. 

Response: 
 
As noted in the Application and in response to Question 5.2.1, PNG’s primary driver for implementing 
the RS 40 tariff was to provide small industrial interruptible customers the opportunity to contract for 
firm service utilizing existing facilities prior to PNG’s available firm service being fully contracted to RS 
80 customers under PNG’s RECAP process.  PNG does not expect that any new facilities would be 
required to service existing interruptible customers that contract for RS 40 service.  Further, PNG is not 
aware of any proposed new industrial facilities in its service area which might be seeking RS 40 service 
and therefore no new facilities are planned in order to offer the firm transportation service at this 
time. 
 
  



 Pacific Northern Gas Ltd. 
 Rate Schedule 40 Application 
  Response to BCUC IR No. 1 
 May 15, 2020 
 Page 26 of 32 

 
 

 Reference: Transportation Service Agreement  
Exhibit B-1, Appendix G, p. 7 
Tolls 

Article 5.1 of the TSA states: 

Shipper Responsible for Basic Monthly Charge - Shipper shall pay the Basic 
Monthly Charge from the Commencement Date and shall continue to pay 
such Basic Monthly Charge during the Primary Term, including any extension 
to the Primary Term effected pursuant to Section 4.2, in accordance with the 
Toll Schedule and the General Terms and Conditions. The applicable Basic 
Monthly Charge will be the then current basic monthly charge for firm 
service under Transporter’s Rate 40 as filed with and approved by the BCUC 
from time-to-time. Notwithstanding anything to the contrary herein, this 
obligation of Shipper to pay the Basic Monthly Charge shall not be abated, 
removed, limited, or otherwise reduced under any circumstances, including 
events of Force Majeure. 

7.1 Please confirm, or explain otherwise, that the obligation for the Basic Monthly 
Charge in events of force majeure is consistent with all of PNG’s rate schedules that 
have a basic monthly charge. 

Response: 
 
A basic monthly charge is applicable under all of PNG’s sales rate schedules and its commercial 
transportation rate schedules, and a Monthly Demand Charge, which is equivalent to a basic monthly 
charge, is applicable under PNG’s interruptible sales and transportation service agreement with BC 
Hydro.  The general terms and conditions for each of the types of service containing a basic monthly 
charge do not explicitly state whether the customer is provided with relief from the basic monthly 
charge in the event of force majeure.  In practice, PNG has not historically provided any relief from the 
basic monthly charge under these rate schedules during an event of force majeure.  It should be noted, 
however, that a declaration of force majeure is very rare. 
 
 
 

7.1.1 If not confirmed, please explain the rationale for charging the Basic Monthly 
Charge in events of force majeure. 

Response: 
 
The basic monthly charge is akin to the demand charge under a transportation agreement in that it is 
a fixed monthly amount payable regardless of the volume of gas consumed by the customer.  In fact, 
PNG does not have a separate basic monthly charge applicable under the recently approved RS 80 
tariff.  Given the similarities between the basic monthly charge and the demand charge under the 
proposed RS 40 tariff, it was believed that force majeure should apply in the same manner for both 
charges per Sections 5.1 and 5.2 of the proposed TSA. 
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 Reference: Transportation Service Agreement 
Exhibit B-1, Appendix F, Sections 1.1, 4.1, pp. 2, 5 
Term of Agreement & Conditions Precedent 

Section 4.1 of the draft form of TSA states: 

The term of this Agreement shall be from the Effective Date until the end of 
the Primary Term, plus any extension effected pursuant to Section 4.2, 
unless this Agreement is terminated earlier in accordance with Section 4.5 or 
the General Terms and Conditions. 

Section 1.1 defines “Primary Term” to mean: 

[T]he period of time which commences on the Effective Date and ends on 
the anniversary of the Commencement Date following the number of years 
specified as the Initial Delivery Term on Schedule “A”. 

8.1 Please clarify whether there is a minimum term or period of time that a customer 
receiving service under RS 40 must commit to. 

Response: 
 
PNG submits that this will depend on each new customer situation.  For existing or new PNG industrial 
customers that do not require any new facilities to connect to PNG’s pipeline system, no minimum 
term commitment would be required.  For existing or new PNG industrial customers that require new 
facilities to be constructed to connect to PNG’s pipeline system, PNG would conduct an analysis and 
utilize the Mains Extension Test to determine if a committed minimum term or a contribution-in-aid 
of construction is required to ensure the full recovery of the incremental capital and operating costs 
incurred to provide service to such customer. 
 

 
 

8.1.1 If applicable, please explain why a minimum term or commitment is 
necessary. 

Response: 
 
Please see the response to Question 8.1. 
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8.1.2 Under a scenario where a customer commits to receiving firm transportation 
services under RS 40 prior to PNG’s completion of its open season through its 
proposed RECAP, please explain whether this customer would have the 
option to subsequently return to receiving service under the interruptible 
sales and transportation service tariff without penalty. 

Response: 
 
Under the noted scenario, PNG believes that such customer would be able to return to receiving 
service under the interruptible sales and transportation service without penalty following the 
termination of the RS 40 TSA. 
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E. TEMPORARY USE OF ICDDA FOR INDUSTRIAL CUSTOMERS 

 Reference: Temporary Use of ICDDA for Industrial Customers 
Exhibit B-1, p. 12 
Industrial Customers Deliveries Deferral Account 

On page 12 of the Application, PNG states: 

In this Application, PNG is also seeking approval to record the delivery 
margin impact due to rate variances for any existing industrial customers on 
interruptible service who choose to sign up for firm service under the 
proposed new RS 40 during 2020 and 2021 to the Industrial Customers 
Deliveries Deferral Account (ICDDA). 

9.1 Please provide the forecast transportation volume, the rate and the expected 
revenue from each of PNG’s approximately eight existing industrial customers 
currently served under the interruptible sales and transportation service tariff for 
2020 and 2021, under the scenario that none of these customers switch to receiving 
service under RS 40. 

Response: 
 
PNG notes that individual customer data is not being provided but the information requested is being 
provided in the table below for the sum total of the eight existing interruptible sales and transportation 
service tariff customers, which includes BC Hydro.   
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9.2 Please discuss whether PNG expects industrials customers who choose to switch 

from the interruptible sales and transportation service tariff will maintain the same 
transportation volume under the proposed RS 40. If not, please discuss the expected 
differences. 

Response: 
 
PNG cannot anticipate if any of its existing industrial customers that may choose to switch from the 
interruptible sales and transportation service tariff will maintain the same transportation volumes 
under the proposed RS 40.  Depending on each customer’s situation and decision, PNG expects that 
some of these customers may choose to terminate their existing agreement and sign a new TSA under 
RS 40 and some may not.  However, PNG has no knowledge of the volumes that would be firmed up 
under a new RS 40 TSA for any of these customers though as noted in the response to Question 1.4 
PNG has not received an indication from any of these customers that they intend to firm up their 
transportation service. 
 

 
 

9.3 Under the scenario that all of PNG’s existing industrial customers currently served 
under the interruptible sales and transportation service rate takes service under the 
proposed new RS 40, what would be the anticipated delivery margin impact due to 
the rate differentials for 2020 and 2021 that would be recorded to the ICDDA? Please 
provide any assumptions used. Please ensure that the response to this IR reconciles 
with the responses to IRs 9.1 and 9.2, where applicable.   

Response: 
 
For the response to this question, PNG has made the following assumptions: 

 All the existing customers and related volumes as per the summary table provided in the 
response to Question 9.1 take service under the proposed new RS 40 commencing July 1, 2020; 

 The proposed rates for Test Years 2020 and 2021 in this Application are approved; and 

 The new RS 40 rate is equivalent to the RS 4 delivery rate component which is proposed to be 
$3.809/GJ in Test Year 2020 and $3.4797/GJ in Test Year 2021. 

 
Based on these assumptions, PNG estimates that the anticipated delivery margin impact due to the 
rate differentials for 2020 and 2021 and recorded to the ICDDA would be approximately $113,000 for 
2020 and $231,000 for 2021. 
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9.4 If the proposed new rate schedule is approved, please discuss whether PNG plans to 

separately track the amount deferred to the ICDDA that are related to the delivery 
margin impact due to rate variances for any existing industrial customers on 
interruptible service who choose to sign up for firm service under the proposed new 
RS 40 during 2020 and 2021. Why or why not? 

Response: 
 
PNG would calculate the amount to be deferred and recorded to the ICDDA for any of the existing 
interruptible sales and transportation customers in the Test Years 2020 and 2021 forecast that choose 
to take firm service under the new proposed RS 40 for the year 2020 or 2021 only.  PNG does not plan 
to separately track the amount in a different deferral account, but will identify this addition to the 
ICDDA in its next revenue requirements application. 
 

 
 

9.5 Please discuss PNG’s consultation process with the existing eight industrial 
customers currently served under the interruptible sales and transportation service. 
What is the level of interest or demand for a firm service transportation service? 

Response: 
 
PNG initially contacted the eight existing industrial customers currently served under the interruptible 
sales and transportation service, either directly or indirectly via the gas marketer representative in 
early March 2020 to inform them of both the upcoming RECAP auction and the RS 40 Application.  On 
April 20, 2020, PNG also formally served notice of the RS 40 application to these customers and all 
registered participants in the RECAP proceeding as directed by the BCUC.  To date, one party has 
initially expressed interest or demand for a firm service transportation service.  Even with the limited 
interest, PNG submits that this service and proposed RS 40 should be available to customers if PNG 
has adequate capacity. 
 

 
 

9.5.1 If no consultation was conducted, please explain why not. 

Response: 
 
Not applicable.  Please see the response to Question 9.5. 
 
 
 

9.6 Please discuss whether PNG anticipates any new customers to sign up for firm 
service under the proposed new RS 40 during 2020 and 2021. 

Response: 
 
At this time, PNG is not aware of any new customers that will sign up for firm service under the 
proposed new RS 40 during 2020 and 2021. 
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9.7 Please confirm that any delivery margin impact from new customers who sign up for 

firm service under the proposed new RS 40 during 2020 and 2021 will also be 
recorded to the ICDDA. If not, please explain why not. 

Response: 
 
PNG does not anticipate recording to the ICDDA any delivery margin impact from new customers who 
sign up for firm service under proposed new RS 40 during 2020 and 2021.  PNG is not aware of any 
such customers and notes that new customers under the RS 40 classification could include existing 
customers under a different tariff, for example RS 4, that may choose to select service under RS 40.  
Therefore, recording their delivery margin impact to the ICDDA would not make sense without 
recording the loss of the delivery margin under the RS 4 rate classification.   PNG is also not seeking to 
record to the ICDDA any loss in volumes from industrial customers, other than what has been 
previously approved by the BCUC. 
 
As noted in the Application, PNG identified that its service offerings to industrial customers were 
limited to firm sales service and interruptible transportation service and that the offerings were 
missing a firm transportation service.  PNG also noted that some of these customers historically had 
negotiated firm transportation service agreements but with the loss of many large industrial customers 
resulting in unutilized capacity, these customers, along with new industrial customers, opted for 
interruptible service.  With the potential full allocation of its existing unutilized capacity from the 
upcoming RECAP, PNG anticipates that some industrial customers will opt to firm up their demand.  
Therefore, PNG determined that the RS 40 service offering was required.  
 
PNG does not know if all or any of these existing interruptible sales and transportation customers will 
switch and firm up capacity under the RS 40 firm rate.  Given the higher rate proposed for the RS 40 
that is not contemplated in the PNG-West 2020-2021 Revenue Requirements Application, PNG 
believed that this differential should go to the benefit of ratepayers and proposed recording such 
difference in the ICDDA during 2020 and 2021 only. 
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