
33766.144174.IDW.18142394.1 

May 19, 2020 

Regulatory Law Chambers 
601, 888 Fourth Ave SW 
Calgary  AB  T2P 0V2 

Attention: Rosa Twyman 

Ian Webb 
D:  604.631.9117 
F:  604.694.2932 

iwebb@lawsonlundell.com 

Dear Sirs and Mesdames: 

Re:  Pembina Kinder Morgan (Jet Fuel) Inc. 
2019 Tariff Filing Application to the B.C. Utilities Commission (BCUC) 
BCUC Project No. 1598984  

We are counsel to the intervener Parkland Refining (B.C.) Ltd. (Parkland) for the above-noted 
BCUC proceeding. In accordance with the regulatory timetable established by the BCUC, we 
enclose Parkland’s Information Request No. 2 to the applicant Pembina Kinder Morgan (Jet 
Fuel) Inc. 

Please contact the undersigned if you have any questions. 

Yours very truly, 

LAWSON LUNDELL LLP 

Ian Webb 

IDW/ns1 
Enc 
cc:  BCUC Secretary 

Registered Interveners 

C1-8

Daniela.Guest
New Stamp
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REQUESTOR NAME: Parkland Refining (B.C.) Ltd. 

INFORMATION REQUEST ROUND NO: 2 

TO: PKM Canada (Jet Fuel) Inc. 

DATE: May 19, 2020 

PROJECT NO: 1598984 

APPLICATION NAME: Kinder Morgan Canada (Jet Fuel) Inc. (KMJF) / 
Pembina Kinder Morgan Canada (Jet Fuel) Inc. 
(PKMJF) 2019 Tariff Filing Application 

 

A. OPERATING COSTS, 2019 REVENUE REQUIREMENT 

1. Reference: Exhibit B-11, Response to BCUC Information Request (IR) 

In response 4.3 at page 17 of 72, PKMJF provides the following table which shows actual 
operating costs for 2009-2018 as follows: 

 

1.1. Please provide the accounting system generated trial balances and general ledgers showing the 
underlying transactions that make up these costs.   

Note: this request is not requesting PKMJF to spend time ensuring all subcategories of the above 
costs match any analysis prepared, rather it is simply asking for the system generated trial 
balances and general ledgers that support the totals in the above table. 
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2. Reference: Exhibit B-11, KMJF Response to BCUC Information Request 

In response 4.5 at page 20 of 72, PKMJF provides the following table which shows actual 
integrity costs for 2009-2018 as follows: 

 

2.1. Please provide the accounting system generated trial balances and general ledgers showing the 
underlying transactions that make up these costs.   

Note: this request is not requesting PKMJF to spend time ensuring all subcategories of the above 
costs match any analysis prepared, rather it is simply asking for the system generated trial 
balances and general ledgers that support the totals in the above table. 

3. Reference: Exhibit B-25, Response to BCUC Order P-10-19 & Exhibit B-27, Appendix (Suppl.) 
VAFFC-KMJF 23.1.1 (conf.) 

In response 23.2(b) of Exhibit B-25 at pages 6 and 7 PKMJF states, inter alia, the following: 

Kinder Morgan utilizes the Massachusetts Model ("Mass Model"), which is similar to the 
NEB allocation model used by Canadian entities to allocate General and Administrative 
type expenses. The Mass Model allocates General and Administrative expenses of the 
corporation to operating entities within the corporation. Costs incurred in departments 
that support the entire business operations are generally coded into an account on the 
parent company and allocated based on three factors. PP&E (plant in service), Revenue, 
and Direct Labor ratios are averaged and calculated as a percentage of the total for all 
operating entities and that average is used to allocate costs to the Jet Fuel Line each 
month. 

3.1. In Appendix (Suppl.) VAFFC-KMJF 23.1.1 (conf.), there is a percentage1 shown.  Please confirm 
whether the percentage shown is based on the description set out in response 23.2(b) above. 

3.1.1. If the percentage is not based on the calculation described in responses 23.2(b), provide 
a description as to how it is calculated. 

                                                           
1 The value of percentage not stated in this IR on the basis that it is shown on a confidential document. 
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3.2. Please provide a working paper showing how the percentage shown in Appendix (Suppl.) 
VAFFC-KMJF 23.1.1 (conf.) is calculated. 

3.3. Appendix (Suppl.) VAFFC-KMJF 23.1.1 (conf.) is a general ledger which we assume belongs to 
the parent company of PKMJF at the time.  Please confirm the name of the parent company. 

B. RATE BASE 

4. Reference: B-14, KMJF Amended Application, Appendix A.1: 2019 Cost of Service Study for the 
Jet Fuel System (Appendix A.1) 

Schedule 2 of Appendix A.1 contains the following table: 

 

Schedule 6 of Appendix A.1 contains the following table: 

 

4.1. Schedule 2 states average plant in service as $18,472,270 and this is shown in the column 
entitled “Plant” on Schedule 6.  Schedule 2 also states average depreciation in service as 
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$13,763,000.  Please confirm where the $13,763,000 is included in Schedule 6 of Appendix A.1 
as it is not shown in the table above.   

4.2. Please provide the accounting-system-generated account balances for all of the Plant accounts 
and associated accumulated depreciation accounts listed in Schedule 6 of Appendix A.1 above 
as at December 31, 2019.  

4.2.1. If the balances in the above table are different from those shown on the system-
generated account balances, please provide a reconciliation or explanation. 

5. Reference: B-14, PKMJF Amended Application, Appendix A.1: 2019 Cost of Service Study for 
the Jet Fuel System (Appendix A.1) 

Schedule 5 of Appendix A.1 contains the following table: 

 

5.1. Please confirm whether PKMJF currently uses the depreciation rates shown for 2018 or 2019 in 
its own accounting records, i.e. in its general ledgers.   

5.1.1. If PKMJF does not use either of the rates shown above, provide confirmation of the 
rates in force and the reasons, if any, why the depreciation rates are different. 

C. PURCHASE OF KINDER MORGAN ASSETS BY PEMBINA 

6. Reference: Exhibit B-30, Letter from Regulatory Law Chambers to BCUC 

In Section A, the letter states: “On December 16, 2019, Pembina acquired Kinder Morgan 
Canada Limited, which included KMJF…” 

6.1. This request focuses on Pembina Pipeline Corporation’s (Pembina) considerations with respect 
to its acquisition of KMJF.2  Please provide the following: 

                                                           
2 In this series, we are using KMJF to refer to Kinder Morgan Canada (Jet Fuel) Inc. prior to acquisition by Pembina.  
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6.1.1. Working papers and analysis of KMJF by Pembina, or its advisors, as part of its due 
diligence process prior to the acquisition of Kinder Morgan Canada Limited. 

6.1.2. Copies of internal reports relating to KMJF used by management of Pembina in 
consideration of the acquisition. 

6.1.3. Pembina’s deal model (or components thereof) showing details of the expected net 
cash flows related to KMJF. 

6.1.4. Internal studies prepared on the abandonment costs relating to KMJF. 

6.1.5. Purchase Price Allocation (PPA) analysis showing the amount of the total purchase price 
allocated to KMJF, including a breakdown of tangible and intangible assets.  If a final PPA 
has not been prepared, provide a preliminary PPA together with estimated date the 
final PPA will be prepared. 

D. UPDATED FORECASTS 

7. Reference: B-14, KMJF Amended Application, Appendix A.1: 2019 Cost of Service Study for the 
Jet Fuel System (Appendix A.1) 

7.1. Appendix A.1 includes calculations using 2019 forecast amounts.  Please provide a revised 
Appendix A.1 using 2019 actual amounts.  Where there is variance between forecast and actual 
2019 amounts, provide a reconciliation of the two. 

7.2. Please provide all accounting-system-generated trial balances and general ledgers supporting 
the actual balances used in the revised Appendix A.1 described above. 

8. Reference: B-14, KMJF Amended Application, Appendix A.1: 2019 Cost of Service Study for the 
Jet Fuel System (Appendix A.1) 

Schedule 17 of Appendix A.1 summarises A & G costs.  Given the KMJF Amended Application 
was filed prior to Pembina’s acquisition of Kinder Morgan Canada Limited, it is assumed the A & 
G costs relate to the parent company at the time, not Pembina. 

8.1. Provide explain whether (or not) Appendix A.1 should be amended for 2020 and beyond in light 
of Pembina’s acquisition of KMJF.  

8.1.1. Will the acquisition create synergies such that A & G would decrease?  If not, why not? 
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9. Reference: B-22, Response to BCUC Order P-10-19 

Appendix (Suppl.) VAFFC-KMJF 9.8 contains the following table: 

 

9.1. Please provide the underlying calculations to support the amounts shown in the “Modified 
Amount” column, i.e. Appendix A.1 as modified, together with Excel version of the calculations. 
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10. Reference: Exhibit B-22, Response to BCUC Order P-10-19 

Appendix (Suppl.) VAFFC-KMJF 5.3 contains the following table: 

  

10.1. In this table, in most cases, the “Forecast 2019 Depreciation Expense” (Column g) is calculated 
as the “Original Cost 12/31/2018” (Column b) multiplied by “Existing Depreciation Rates” 
(Column e). As can be seen, this is not true for all cases (i.e. Column e values are not the same as 
Column g values. Please provide the underlying calculations used and explain any differences. 

11. Reference: Canada Broadcasting Company and Business in Vancouver news articles 

On May 15, 2020, the Canadian Broadcasting Corporation reported that due to the impact of 
COVID 19, Air Canada would be cutting approximately 20,000 staff, or approximately 50%-60% 
of its staff3. 

On May 11, 2020, Business in Vancouver that Vancouver Airport Authority would be cutting 25% 
of the workforce4. 

Both Air Canada and Vancouver Airport Authority expect a significant decline in passengers for 
at least 3 years. 

11.1. Given the anticipate decline in passengers by Air Canada and Vancouver Airport Authority, 
provide the following: 

                                                           
3 https://www.cbc.ca/news/business/air-canada-flight-attendants-1.5572596 
4 https://biv.com/article/2020/05/yvr-airport-authority-issues-layoff-
notices?utm_source=BIV+Newsletters%2C+effective+July+1%2C+2017&utm_campaign=94efea8787-
EMAIL_CAMPAIGN_2020_05_11_05_58&utm_medium=email&utm_term=0_c5e00a74ef-94efea8787-211138022 

https://www.cbc.ca/news/business/air-canada-flight-attendants-1.5572596
https://biv.com/article/2020/05/yvr-airport-authority-issues-layoff-notices?utm_source=BIV+Newsletters%2C+effective+July+1%2C+2017&utm_campaign=94efea8787-EMAIL_CAMPAIGN_2020_05_11_05_58&utm_medium=email&utm_term=0_c5e00a74ef-94efea8787-211138022
https://biv.com/article/2020/05/yvr-airport-authority-issues-layoff-notices?utm_source=BIV+Newsletters%2C+effective+July+1%2C+2017&utm_campaign=94efea8787-EMAIL_CAMPAIGN_2020_05_11_05_58&utm_medium=email&utm_term=0_c5e00a74ef-94efea8787-211138022
https://biv.com/article/2020/05/yvr-airport-authority-issues-layoff-notices?utm_source=BIV+Newsletters%2C+effective+July+1%2C+2017&utm_campaign=94efea8787-EMAIL_CAMPAIGN_2020_05_11_05_58&utm_medium=email&utm_term=0_c5e00a74ef-94efea8787-211138022
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11.1.1. Confirmation whether PKMJF has prepared revised forecasts reflecting a post pandemic 
world, i.e. for 2020 and beyond.   

11.1.2. An updated Cost of Service Study for 2020 and beyond. 

11.1.3. Any analysis prepared with respect to projected throughput for 2020 and beyond. 

11.1.4. If any of the above have not been prepared, please explain why. 

E. ASSET RETIREMENT OBLIGATION 

12. Reference: Exhibit B-11, Response to BCUC IR No. 2 

In response 11.10, at page 72 of 72, PKMJF confirms it does not have an Asset Retirement 
Obligation (ARO) on its balance sheet.  

12.1. Given that PKJMF seeks to recover abandonment costs, provide confirmation whether in the 
current and most recent fiscal year (if not the year referred to in response 11.10), PKMJF 
recognizes an ARO in its accounting records.   

12.1.1. If an ARO is not recorded, please provide a detailed explanation as to why it is not 
recorded. 

12.2. Where an ARO is being accounted for on the balance sheet of PKMJF, provide working papers 
showing the calculation of the ARO and the discount rate applied.  Also provide journal entries 
showing initial recognition of the ARO, journal entries for the accretion expense and general 
ledger accounts that have been impacted by the journal entries. 

F. OTHER 

13. B-14, KMJF Amended Application, Appendix A.1: 2019 Cost of Service Study for the Jet Fuel 
System (Appendix A.1) & Exhibit B-18, KMJF Supplemental responses to VAFFC IR No.1, 
Appendix 13.1-1 to 13.1-10 (Appendix 13.1) 

13.1. Provide the Excel version of Appendix A.1 and Appendix 13.1 (excluding confidential 
documents). 
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