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David Tupper 

February 1, 2021 Partner 

Dir: 403-260-9722 

david.tupper@blakes.com 

Attention:       Marija Tresoglavic 
Acting Commission Secretary 

British Columbia Utilities Commission 
Suite 410, 900 Howe Street 
Vancouver, BC Canada V6Z 2N3

83819/490 

Dear Ms. Tresoglavic: 

Pembina Kinder Morgan Canada (Jet Fuel) Inc. (“PKMJF”) Tariff Filing Proceeding regarding 
Application for Tariff No. 40 for 2019-2021 Tolls for Services on the Jet Fuel Line 
British Columbia Utilities Commission Project No. 1598984 (“Proceeding”) 
PKMJF Submission of Public Version of Confidential Information Request Round 1 to 
Vancouver Airport Fuel Facilities Corporation (“VAFFC”) 

We act on behalf of PKMJF with respect to the above noted British Columbia Utilities Commission 
Proceeding. Further to our letter of January 25, 2021, we enclose herewith a redacted version of our 
Information Request Round 1 to VAFFC. In the attached version, PKMJF has redacted references to 
confidential materials and information submitted in these proceedings. 

Should you require any further information please contact Ms. Oleniuk or the undersigned. 

                                                                       Sincerely, 

<Submitted electronically> 

David Tupper 

Enclosures 

B-60-2

TORONTO CALGARY VANCOUVER MONTREAL OTTAWA 

Blake, Cassels & Graydon LLP 
Barristers & Solicitors 

Patent & Trademark Agents 
855 - 2nd Street S.W. 

Suite 3500, Bankers Hall East Tower 
Calgary AB T2P 4J8 Canada 

Tel: 403--260--9600 Fax: 403-260-9700 

NEW YORK LONDON 

Blake, Cassels & Graydon LLP I blakes.com 

Yvonne.Lapierre
KMJF 2019 Tariff Filing
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REQUESTOR NAME: Pembina Kinder Morgan (Jet Fuel) Inc. 
(PKMJF) 

INFORMATION REQUEST ROUND NO: [1] 

TO: Vancouver Airport Fuel Facilities Corporation 
(VAFFC) 

DATE: January 25, 2021 

PROJECT NO: 1598984 

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

PKMJF Information Request No. 1 to Vancouver Airport Fuel Facilities Corporation 
(VAFFC) 

1.0 VAFFC Forecasted Volumes and the VAFD Project 

Reference (i):  Exhibit C2-36-1 (Vancouver Airport Fuel Facilities Corporation 
["VAFFC"] – Intervener Evidence and Confidentiality Request 
[“VAFFC Evidence”]), PDF p. 6 

On PDF p. 6 of the VAFFC Evidence at paras 10-11 and 13, VAFFC states: 

VAFFC is a not-for-profit consortium of commercial airlines representing 34 of the 
domestic and international carriers serving YVR. 

VAFFC owns and operates the fuel facility system servicing YVR’s main domestic and 
international terminals and thereby provides fuel delivery service to all airlines using those 
terminals. Non-member airlines receive fuel delivery service from VAFFC on a fee-for-
service basis. Each member airline purchases fuel for its own use and arranges delivery 
to the VAFFC fuel facilities at YVR, either through the Jet Fuel Line or via tanker trucks. 
VAFFC manages the storage and handling of each airline’s fuel and ensures its delivery 
to the airlines’ respective aircraft. 

… 

Prior to the onset of the COVID-19 pandemic, the Jet Fuel Line was able to supply up to 
about 80% of YVR’s fuel needs, with the remainder supplied by tanker trucks. This ratio 
fluctuates on a daily and seasonal basis depending on actual demand for fuel at YVR (i.e., 
the percentage of fuel delivered by tanker trucks increases during periods of peak 
demand). The existing fuel delivery system needed to be supplemented by approximately 
70 fuel tanker truck deliveries per day (2,000 per month) before the COVID-19 pandemic, 
which were required to meet the airport’s peak fuel demand. 
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1.1 Does VAFFC1 expect the Vancouver Airport Fuel Delivery (VAFD) Project to 
deliver 100% of jet fuel consumed at Vancouver International Airport (YVR) after 
the VAFD Project begins operations? 

1.1.1 If yes, why? 

1.1.2 If not, why not? Please fully explain your response. 

1.2 Please describe all current sources of jet fuel supply for end users at YVR that 
VAFFC is aware of, including relative proportions that VAFFC is aware of, whether 
specifically or generally. 

1.2.1 Please provide all information VAFFC has regarding past (since 2007), 
present and forecast jet fuel demand at YVR airport (i.e., all jet fuel 
demand, not just from the PKMJF Jet Fuel Line (JFL)). 

1.2.2 Please provide any data or information VAFFC has about the potential 
suppliers that will deliver jet fuel to the VAFD Project. 

1.2.3 Please describe and quantify how current and go-forward fuel demand 
estimates have been impacted by the COVID-19 pandemic, including the 
impact of travel restrictions. Please provide fuel demand estimates through 
to the anticipated date for commencement of service of the VAFD Project 
and for the following 5 years, as well as all information and assumptions 
this forecast is based on. 

1.2.4 Please describe all transportation options for transporting jet fuel to YVR, 
including those options currently available and any future anticipated 
options. 

1.3 Please provide copies of any communications with suppliers of jet fuel to the JFL, 
including VAFFC and Parkland, regarding future supply of jet fuel for throughput 
on the JFL, VAFD Project, and other transportation alternatives. 

1.4 Please describe the commercial arrangements in place or contemplated for the 
construction, operation, and provision of transportation service for the VAFD 
Project. 

1.5 Is it anticipated that the VAFD Project will provide transportation service to parties 
other than VAFFC (e.g., Parkland)? 

1.5.1 If so, please provide the names of the potential shippers, as well as any 
analysis, reports or agreements that discuss under what terms and at what 
cost service would be provided. 

1.6 Please provide any minimum or other shipping quantity requirements agreed to 
with shippers or potential shippers in relation to the VAFD Project, as well as copies 

1 Please note that for all of these information requests, references to VAFFC includes VAFFC and/or its 
members (i.e., the commercial airlines representing 34 of the domestic and international carriers serving 
YVR). 
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of any associated contracts or commercial arrangements including term and 
volume commitments, tolls, and surcharges (including with respect to 
abandonment obligations), as well as any provisions for owner or third-party 
shipper revenue or profit sharing. 

1.7 Please provide monthly forecast volumes for transportation on the VAFD Project 
starting the first month the VAFD Project begins operations and for the following 5 
years, as well as all information and assumptions this forecast is based on. 

1.8 Please confirm VAFFC’s intention to ship on the JFL after the VAFD Project begins 
operations. 

1.8.1 What forecast VAFFC annual volume will remain for transportation on the 
JFL or alternative means of transportation following full utilization of the 
VAFD Project? 

1.8.2 Please provide VAFFC monthly forecast volumes to be shipped on the JFL 
starting the first month the VAFD Project begins operations and for the 
following 5 years. 

1.8.3 Please describe whether VAFFC would be willing to execute a take-or-pay 
contract with PKMJF to use the JFL for the period up to the VAFD Project 
commencing operations, the terms of which would allow PKMJF to have 
the opportunity to recover its costs, earn a reasonable profit, and collect a 
reasonable surcharge for future abandonment costs? 

1.8.4 Please describe whether VAFFC would be willing to execute a take-or-pay 
contract with PKMJF to use the JFL for the period after the VAFD Project 
commences operations, the terms of which would allow PKMJF to have the 
opportunity to recover its costs, earn a reasonable profit, and collect a 
reasonable surcharge for future abandonment costs? 

1.9 A VAFFC spokesperson was quoted in a 2017 news article (referred to in PKMJF’s 
amended application at para. 26 on p. 15) as stating: “[t]he airlines are the end 
customer…They’re financing this project; naturally they’re going to use it. And the 
capacity on that existing [Jet Fuel System] will decline to such a point where it’s 
not really economical to maintain it.” Please confirm that this continues to be 
VAFFC’s position. 

1.9.1 If not, why not? 

Reference (ii):  Exhibit C2-36-1 (VAFFC Evidence), PDF p. 11 

On PDF p. 11 of the VAFFC Evidence, at para 39, VAFFC states: 

Once the VAFD Project becomes operational, VAFFC does not expect its members to 
cease all shipments of jet fuel on the Jet Fuel Line. Rather, VAFFC expects members will 
ship on the Jet Fuel Line opportunistically, when it makes economic sense to do so, taking 
into account different jet fuel source prices and overall transportation cost options. 
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PKMJF seeks to understand the considerations that went into the development of the VAFD 
Project, and whether and how VAFFC has evaluated the economic impact that the VAFD Project 
will have on the transportation of jet fuel to YVR. 

1.10 Please discuss the analysis that led to the decision to pursue the VAFD Project. 

1.10.1 Please provide copies of all economic analysis and studies conducted by 
VAFFC or its consultants assessing a bypass of the JFL. 

1.10.2 Please provide copies of all analysis and studies conducted by VAFFC or 
its consultants that considered the environmental impacts of the VAFD 
Project, including negative impacts from the proliferation of pipelines 
serving YVR. 

1.10.2.1 Please provide copies of all analysis and studies conducted by 
VAFFC or its consultants that considers this issue in the context 
of the VAFD Project. 

1.10.3 Please confirm that, during the development, permitting and construction 
phases of the VAFD Project, VAFFC was aware that PKMJF had previously 
sought approval from the BCUC to collect funding for abandonment of the 
JFL and that the BCUC ruled the request to be premature in BCUC Order 
P-3-08. 

1.10.4 Please confirm that VAFFC was aware that the 2009-2018 Negotiated 
Settlement terms did not include collection of abandonment funding. 

1.11 Please provide estimated tolls, including any tolls to be attributed to capital cost 
recovery, and associated financial and economic analysis, for providing 
transportation service on the VAFD Project. 

1.11.1 Please confirm that VAFFC members and/or shippers on the VAFD Project 
will share in the revenue or profits generated from the VAFD Project. 

1.11.1.1 If so, please provide the “net toll” that VAFD Project shippers will 
pay in $/bbl (i.e., applicable tolls minus applicable revenues). 

1.11.1.2 If not, please explain why not. 

1.11.1.3 Please provides copies of any agreements or communications 
with VAFFC members considering how, or if, revenue from the 
VAFD Project will be distributed amongst VAFFC membership. 

1.11.1.4 Please provide copies of any analysis, reports, studies, or 
communications with VAFFC members, board of directors, and 
shareholders, as well as potential VAFD Project shippers, 
considering the tolling methodology that will apply to service on 
the VAFD Project. 

1.11.2 Please describe whether and, if so, how, VAFFC is taking on volume risk 
as part of its tolling structure for the VAFD Project. 
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1.12 Please provide any analysis, reports, or other communications regarding costs 
associated with transportation alternatives, existing or prospective, to the JFL, 
including trucking and barging. 

1.13 Has VAFFC done any analysis regarding toll levels that would be required for the 
JFL to be an economic option for VAFFC shippers after the VAFD Project becomes 
operational? 

1.13.1 If yes, please provide the analysis and indicate the assumptions provided 
including the volumes, direct costs and allocated costs included in the 
analysis. Please specify the toll level in $/bbl that PKMJF would need to 
charge in order for VAFFC to continue shipping on the JFL after the VAFD 
Project is in service. 

1.13.2 If no analysis has been done, please explain why not. 

1.14 Please provide copies of any reports, studies or other material communications 
relating to the economic viability or economic life of the JFL that were conducted 
in relation to the development of the VAFD Project, along with any working papers 
that may have been prepared with respect to that issue. 

1.15 Please confirm whether VAFCC will seek to have the VAFD Project regulated by 
the BCUC as a common carrier. If not confirmed, please explain fully. 

2.0 Construction of the VAFD Project 

Reference:  Exhibit C2-36-1 (VAFFC Evidence), PDF p. 11 

On PDF p. 11 of the VAFFC Evidence, at paras 37-38, VAFFC states: 

The VAFD Project received its conditional EAC on December 11, 2013, and the EAO 
determined that the VAFD Project had been substantially started on September 18, 2018. 
PKMJF sought accelerated depreciation and abandonment costs on June 7, 2019. 

(c) Status of VAFD Project and VAFFC plans for after the VAFD Project enters 
operation 

VAFFC is continuing construction on the VAFD Project. There have been some delays, 
due to the COVID-19 pandemic and work sequencing changes, with the result that the 
project is now not anticipated to be fully operational until approximately early 2023. 

PKMJF is seeking additional information regarding the current and anticipated progression of the 
construction of the VAFD Project. 

2.1 Please provide the actual and anticipated VAFD Project timeline from the time 
VAFFC purchased the waterfront property where the marine terminal for the VAFD 
Project will be located to the anticipated date it commences operations, including 
but not limited to: 



 6 

51238617.10   2021-02-01 1:21 PM 

2.1.1 Studies or reports which contributed to the development of the Project 
Description filed with the Environmental Assessment Office on January 16, 
2009; 

2.1.2 Studies or reports which contributed to and were prepared as part of the 
environmental assessment process which resulted in the 2013 issuance of 
the Environmental Assessment Certificate; 

2.1.3 Financial investment decision or equivalent; 

2.1.4 Construction commencement; 

2.1.5 Construction milestones (e.g., commencement of excavation, 
commencement of pipe installation); 

2.1.6 Permitting milestones; and 

2.1.7 All assessments, studies, reports, board of director materials, and member 
and shareholder materials to support the timeline. 

2.2 What is the current permitting and construction status of the VAFD Project? 

2.3 Please specify the month and year that the VAFD Project is anticipated to 
commence operations at any capacity. 

2.3.1 Please fully describe any reasons that VAFFC is aware of that may delay 
the commencement of operations and provide the anticipated impact that 
this may have on the commencement of operations. 

2.3.2 Please describe any impact of the COVID-19 pandemic on construction 
and permitting progress of the VAFD Project, as well as anticipated 
commencement of operations. 

2.3.3 What is the full capacity of the VAFD Project? 

2.3.4 What does “fully operational” mean in the above quote? 

2.3.5 Please specify the month and year that the VAFD Project is anticipated to 
begin operating at full capacity. 

2.3.6 Please describe any reasons that VAFFC is aware of that may delay the 
commencement of full capacity operations and provide the anticipated 
impact that this may have on the commencement of full capacity 
operations. 

2.4 Has the prospect of future expansion of the VAFD Project been considered by 
VAFFC? If yes, what is the cost and estimated length of construction? 

2.4.1 Please provide all studies, reports, board of director materials, shareholder 
and member materials, and shipper materials to support this response. 

3.0 Historic Volumes 
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Reference:  Exhibit C2-36-1 (VAFFC Evidence), PDF p. 3. 

On PDF p. 3 of the VAFFC Evidence, at para 2, VAFFC states that: 

Over the past three decades VAFFC’s member airlines have shipped most of the volumes 
on the Jet Fuel Line and are the end-users of all of the jet fuel shipped on the line. The 
costs of shipping on the Jet Fuel Line are ultimately borne by airline customers. 

PKMJF seeks information regarding the historical volumes shipped by VAFFC on the JFL.  

3.1 Please provide the annual volumes shipped by VAFFC on the JFL since 2007 to 
present. 

4.0 Tolling Matters 

Reference (i):  Exhibit C2-36-1( VAFFC Evidence, Appendix A: Regulatory Principles 
and Implications for 2019 – 2021 Test Year Revenue Requirements 
[“VAFFC Evidence, Appendix A”]), PDF p. 39 

Table on PDF p. 39 of the VAFFC Evidence, Appendix A: 

4.1 Is it Mr. Bowman’s opinion that an oil pipeline that is considered a common carrier 
should not have an expectation for both a return on, and a return of, capital? 

4.1.1 If yes, please fully explain your response. 

4.1.2 If no, please fully explain your response. 

4.2 With respect to Mr. Bowman’s assertion that “[i]n the case of the JFL, intentional 
underservicing was not only possible, but pursued.” 

Topic Public Utility Common Carrier 

Requirement to Utility must supply, and expand, to Typically none, except offering surplus 

meet volume meet all reasonable demands as part capacity on non-discriminatory basis. I n 

demanded of "obligation to serve" the case of the JFL, intentional 

underservicing was not only possible, but 

pursued. 

Entitlement to Within standard of the prudent When transporting common carriage 
fair return investment principle, utility is legally volumes, prices to reflect fair annual costs 

entitled to a fair return on any for the service provided (shipping) 
investment (both annual revenue without reference to unique 

requirement and long-term recovery of circumstances of specific buyers or sellers 

rate base). In other words, a strong (e.g., looming alleged obsolescence). 
protection and expectation for both a 

return on, and a return of, capital. 
A~ 

...,___;:. ~ 
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4.2.1 Please provide all evidence Mr. Bowman relied upon to support his 
assertion. 

4.2.2 Is it Mr. Bowman’s position that the JFL was under a requirement to provide 
more service that it has provided? If so, please fully explain and provide all 
evidence supporting this claim. 

4.3 With respect to Mr. Bowman’s opinion that “[w]hen transporting common carriage 
volumes, prices to reflect fair annual costs for the service provided (shipping) 
without reference to unique circumstances of specific buyers or sellers (e.g., 
looming alleged obsolescence).” 

4.3.1 Is it Mr. Bowman’s opinion that the projected use (i.e., volumes transported) 
of a common carrier oil pipeline should not be reflected in a revenue 
requirement study? If not, please fully explain and cite all authoritative 
sources supporting this claim. 

4.3.2 Is it Mr. Bowman’s opinion that it is appropriate to analyze the economic 
life of an oil pipeline when developing depreciation rates? If not, please fully 
explain. 

4.3.3 Is it Mr. Bowman’s opinion that when analyzing the economic life of an oil 
pipeline, the forecasted volumes transported by its existing and possible 
shippers should not be analyzed? If so, please fully explain. 

Reference (ii): Exhibit C2-36-1 (VAFFC Evidence, Appendix A), PDF p. 45 

On PDF p. 45 of the VAFFC Evidence, Appendix A, Mr. Bowman states: 

Surprisingly, even though PKMJF had no entitlement to guarantees of capital cost 
recovery or accelerated depreciation, the 2009-2018 negotiated settlement largely 
secured this right for PKMJF (i.e., all asset costs to be recovered by 2023). But this was 
not the only surprising aspect – PKMJF also secured tolls with material unexplained 
increases from shippers. Costs to shippers therefore increased with little rationale and no 
apparent added value. As a Common Carrier and not a franchised Public Utility, customers 
are not captive to PKMJF, and it is clear PKMJF undermined their market position and the 
long-term potential value of their assets by making their own service less economic than 
necessary. Events since that time underline this perspective. 

4.4 Is it Mr. Bowman’s understanding that the shippers, including VAFFC, were forced 
into entering into the 2009-2018 negotiated settlement? If so, please provide all 
evidence supporting such an accusation. 

4.4.1 If not, is it Mr. Bowman’s understanding that the shippers, including 
VAFFC, voluntarily entered into the 2009-2018 negotiated settlement? 

4.5 Is it Mr. Bowman’s position that VAFFC and its members are not sophisticated 
commercial parties? 

Reference (iii): Exhibit C2-36-1 (VAFFC Evidence, Appendix A), PDF p. 51 
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On PDF p. 51 of the VAFFC Evidence, Appendix A, Mr. Bowman states: 

At the time of the 2009-2018 negotiated settlement, for whatever reasons were relevant 
at the time, shippers agreed to a tolling regime predicated on the PKMJF assets being 
fully depreciated and no longer in service as of the end of 2022 (13 years from the 
negotiated implementation of accelerated depreciation at January 1, 2010)57. This 
approach to asset depreciation could only reasonably be consistent with an assumed 
termination of pipeline service starting in the year 2023 (service after 2022 would 
otherwise be provided by a zero rate base asset, and there would be no basis to calculate 
a tariff that would provide any return to the owner who had taken on the risks of operation, 
etc.). Such termination of pipeline service would normally be understood to coincide with 
the final chance to collect from customers the costs needed for Removal or Abandonment 
of the pipeline and related assets. However, PKMJF’s current filing portrays no 
abandonment reserves are in place (or credited as an offset to future customer funding 
obligations) as of January 1, 2019. 

It is not credible that a regime was implemented which targeted known and fixed, stable 
revenues for 10 years out of the remaining 13 year life of the pipeline, but failed to consider 
establishment of any abandonment fund. To so conclude would be to find that PKMJF 
deliberately accepted an omission of the chance to fund the future costs of abandonment 
during the last 10 of 13 years of the pipeline. Either PKMJF would have to have been 
supremely confident that it could, to be colloquial, assuredly wallop shippers for 
abandonment costs in the final 3 years, or PKMJF would have had to be intensely oblivious 
to this pending risk. Neither of these is credible. It is even less credible that this approach 
was purportedly implemented concurrent with a massive  in the net income taken 
by the pipeline operator, as reviewed above (a  from the traditional level of return on 
rate base of around $0.720 million to  within 12 months). [Far] more likely, 
the settlement was acceptable to all parties, including PKMJF, because it  understood to 
provide PKMJF with sufficient funds to address abandonment consistent with a 13-year 
life adopted for depreciation (whether recorded as abandonment accruals, or as 
extraordinary net income knowingly offsetting future as-yet recorded shareholder costs for 
abandonment). Whatever the intent at the time of the settlement, PKMJF’s current 
Application effectively seeks to impose and crystallize now the identical outcomes that 
such improbable and commercially unreasonable approaches would have targeted, which 
is inherently double-counting abandonment recoveries from customers. 

4.6 Is it Mr. Bowman’s opinion that a pipeline cannot earn a return if it has been fully 
depreciated? 

4.6.1 If yes, please provide all authoritative sources that support this opinion. 

-

57 Exhibit A2· 1, Appel'ldix 1, 2009-2018 Negotiated Settl ement. 
58 With respect to toll development, the proposed Abal'ldonment trust proposes to collect the fu ll costs 
estimated by the abal'ldonment stud y, with no offset or cred it for amounts provided or accrued prior to 
January 1, 2019. 

A-24 
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4.7 Is it Mr. Bowman’s opinion that if PKMJF’s tolls are set on a cost of service basis, 
PKMJF should be provided the opportunity to recover its costs and earn a 
reasonable profit? If not, please explain why not. 

4.8 Referring to footnote 57 on PDF p. 51, please provide all references in Exhibit A2-
1, Appendix, 2009-2018 Negotiated Settlement, that the PKMJF assets would be 
fully depreciated as of the end of 2022? 

4.9 Is it Mr. Bowman’s understanding that when VAFFC membership2 entered into the 
2009-2018 negotiated settlement, it expected PKMJF to set aside a portion of 
revenues collected to fund an abandonment fund? If so, please provide all 
evidence supporting such a position. 

4.10 Was Mr. Bowman consulted by VAFFC, or any of its membership, during the 
negotiations which led to the 2009-2018 negotiated settlement such that he was 
privy to the understandings and positions of VAFFC or its membership during 
those negotiations? 

4.10.1 If not, was Mr. Bowman otherwise made privy to the understandings and 
positions of VAFFC or its membership during the negotiations which led to 
the 2009-2018 negotiated settlement? 

Reference (vi): Exhibit C2-36-1 (VAFFC Evidence, Appendix A), PDF p. 52 

On PDF p. 52 of the VAFFC Evidence, Appendix A, Mr. Bowman states: 

In short, the only reasonable way to set forward-looking tolls today in the wake of the 
negotiated settlement, would be to assume PKMJF acted or was expected to act 
consistent with a prudent pipeline operator during that period. This would yield an 
abandonment reserve as of December 31, 2018 of between $2.556 million61 and $3.671 
million62 (likely the latter). Such a reserve should be directed by the BCUC to be 
established (for the purposes of setting 2019-2021 tolls), effective December 31, 2018, 
out of PKMJF’s past tolls which were instead recorded as net income to the shareholder. 
To be clear - these amounts should not be collected from toll-payers a second time. 
Revenue Requirements for 2019 and going forward should be set to reflect abandonment 
funding for the remainder of reasonably estimated abandonment costs over and above 
this level (see the complementary evidence of Patricia Lee) over the appropriate 
depreciation period. 

4.11 Is it Mr. Bowman’s opinion that if it is shown that PKMJF’s cost of service was 
higher than its revenues during a prior settlement period, its current rates should 
be adjusted to compensate for previous under-recovery in prior periods? If not, 
why not? 

Reference (v): Exhibit C2-36-1 (VAFFC Evidence, Appendix A), PDF p. 53 

2 The 2009-2018 Negotiated Settlement was entered into by “KMJF and its shippers, including Air Canada”. 
Accordingly, the reference to VAFFC in this request is intended to refer to the entity and/or its members 
who were parties to the 2009-2019 Negotiated Settlement. 
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On PDF p. 53 of the VAFFC Evidence, Appendix A, Mr. Bowman states: 

In respect of depreciation, the 2009-2018 negotiated settlement included an adjustment 
to the lives used to depreciate assets. The concept applied is what would be considered 
a “terminal life” or “life span” in depreciation practice – where an asset is determined to 
have an effective end date for retirement, and all components are targeted to be 
depreciated by no later than that date, regardless as to their physical characteristics or 
condition. 

4.12 Mr. Bowman uses the term “terminal life” in his report: 

4.12.1 What is Mr. Bowman’s definition of “terminal life” in the context of 
developing an oil pipeline depreciation study? 

4.12.2 Please provide all references in Exhibit A2-1, Appendix, 2009-2018 
Negotiated Settlement, referred to in footnote 57 on PDF p. 51, to the term 
“terminal life.” 

4.12.3 Is it Mr. Bowman’s understanding that a “terminal life” approach is used in 
oil pipeline depreciation studies? If so, please cite all instances. 

5.0 Depreciation 

Reference (i):  Exhibit C2-36-1, (VAFFC Evidence, Appendix C: Review of 
Depreciation Methodology in PKMJF’s Proposed Revenue 
Requirement of the 2019 Tariff Application ([“VAFFC Evidence, 
Appendix C”]), PDF p. 103 

On PDF p. 103 of the VAFFC Evidence, Appendix C, Ms. Lee states: 

A review of PKMJF’s 2019 Depreciation Study indicates that the proposed depreciation 
rates are excessive and not justified. First, the 2010 negotiated depreciation rates were 
designed to fully recover the JFL assets by a retirement date of December 31, 2022. By 
PKMJF’s own submission, those rates should have been revised, but were not, each year 
of the contract period to reflect the impact of additions and retirements. It was PKMJF’s 
responsibility to regularly review the depreciation rates and underlying life components 
which, from all appearances, it did not. This would have reduced the reported 
undepreciated costs as of December 31, 2018.  

5.1 In Ms. Lee’s experience, how often do oil pipelines typically file new depreciation 
studies? 

5.2 Is Ms. Lee aware of any instances where an oil pipeline filed a new depreciation 
study annually? If so, please provide cites to all instances. 

5.3 With respect to Ms. Lee’s assertion that “the 2010 negotiated depreciation rates 
were designed to fully recover the JFL assets by a retirement date of December 
31, 2022,” please provide all cites to where PKMJF made this specific claim. 

Reference (ii):  Exhibit C2-36-1, (VAFFC Evidence, Appendix C), PDF p. 109
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Schedule 5, on PDF p. 109 of the VAFFC Evidence, Appendix C: 

On PDF p. 109 of the VAFFC Evidence, Appendix C, Ms. Lee states: 

A review of the depreciation study indicates areas of concern where depreciation actions 
have not been in accord with generally accepted depreciation practices. 

5.4 Please explain why Ms. Lee did not include all columns included in Schedule 5. 

5.5 Ms. Lee asserts that a “review of the depreciation study indicates areas of concern 
where depreciation actions have not been in accord with generally accepted 
depreciation practices.” What is the basis for Ms. Lee’s understanding of generally 
accepted depreciation practices for oil pipelines? Please provide a list of 
authoritative sources. 

Reference (iii):  Exhibit C2-36-1, (VAFFC Evidence, Appendix C), PDF p. 114

On PDF p. 114 of the VAFFC Evidence, Appendix C, Ms. Lee states: 

Using PKMJF’s method of remaining life determination, the 13-year remaining life 
established in 2010 would have been adjusted each subsequent year to ensure recovery 
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of any additions. In other words, the 2010 depreciation rates would apply to the January 
1, 2010 embedded investments until fully recovered; additions in 2010 would be subject 
to a 12-year period or an 8.3% depreciation rate; 2011 additions would be subject to an 
11-year period or a 9.1% depreciation rate; 2012 additions would be subject to a 10-year 
period or a 10% depreciation rate; and so on. In this manner, January 1, 2010 embedded 
net investments as well as all subsequent additions would be fully recovered by 2022, a 
reasonable interpretation of PKMJF’s intent of the 2010 depreciation rate design. 

It is unclear if PKMJF’s failure to book depreciation expense in this way reflects a lack of 
understanding or an attempt to increase earnings. As addressed in the complementary 
evidence (Appendix A, by P. Bowman), PKMJF has received more than sufficient toll 
revenue to recover the expenses it should have booked under the 2010 depreciation rate 
design. 

5.6 With respect to Ms. Lee’s assertion that “[i]t is unclear if PKMJF’s failure to book 
depreciation expense in this way reflects a lack of understanding or an attempt to 
increase earnings”: 

5.6.1 By “book depreciation expense in this way,” please confirm that Ms. Lee is 
referring to the approach she describes in the preceding paragraph. 

5.6.1.1 If so, please list all instances in which an oil pipeline was authorized 
to use this depreciation approach. 

5.6.1.2 If not, please explain what approach she is referring to. 

5.6.2 Is Ms. Lee alleging that PKMJF inappropriately attempted to increase 
earnings? If so, please provide all evidence for making such an accusation. 

5.7 With respect to Ms. Lee’s statement regarding “PKMJF’s method of remaining life 
determination,” is it Ms. Lee’s understanding this method is unique to PKMJF 
amongst oil pipelines? 

Reference (iv):  Exhibit C2-36-1, (VAFFC Evidence, Appendix C), PDF p. 115

On PDF p. 115 of the VAFFC Evidence, Appendix C, Ms. Lee states: 

In sum, there is no clear retirement date of the JFL other than PKMJF’s estimate of the 
VAFD Project in-service date. No prospect of continuing JFL operation has even been 
considered by PKMJF. It is conceivable that Parkland and some other shippers (airline 
and non-airline) may use the JFL even if it had higher tolls. The JFL has a physical 25-
year remaining life and PKMJF acknowledges that it connects to a myriad of supply 
sources: marine delivery options, the Parkland refinery, and the Trans Mountain pipeline. 
None of these factors have been fully considered to date. Regardless of which longer 
depreciation period might be best applied, the existing depreciation rates would provide 
full recovery of the remaining service value of the JFL assets by 2022, which is too short. 
Therefore, PKMJF’s proposal for the depreciation rates in the current application is not 
supported and should be rejected. 

5.8 With respect to Ms. Lee’s claim that “[i]t is conceivable that Parkland and some 
other shippers (airline and non-airline) may use the JFL even if it had higher tolls”: 
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5.8.1 Does Ms. Lee believe that it is likely that some other shippers (airline and 
non-airline) may use the JFL even if it had higher tolls? 

5.8.2 Did Ms. Lee review any evidence that suggests that some other shippers 
(airline and non-airline) may use the JFL even if it had higher tolls? If so, 
please provide such evidence. 

5.8.3 Does Ms. Lee believe that if some other shippers (airline and non-airline) 
may use the JFL even if it had higher tolls, there would be sufficient 
volumes to make it economic for both the shipper and PKMJF? 

6.0 Abandonment 

Reference (i): Exhibit C2-36-1, (VAFFC Evidence, Appendix D: Review of PKMJF's 
proposed Abandonment Costs for the 2019 Tariff Application 
([“VAFFC Evidence, Appendix D”]), PDF p. 122 

On PDF p. 122 of the VAFFC Evidence, Appendix D, Ms. Lee states: 

In 2008, the NEB (now the CER) initiated a proceeding to address the financial issues of 
pipeline abandonment, identified as Stream 3 in its Land Management Consultation 
Initiative (LMCI). This proceeding introduced the trust fund concept in Canada. In May 
2009, the NEB issued RH-2-2008 Reasons for Decision that set forth guiding principles 
and a Base Case for preparing preliminary abandonment cost estimates for pipeline 
abandonment costs. Also, the NEB recognized that preliminary abandonment cost 
estimates would require the use of assumptions rather than actual numbers. Even so, the 
use of assumptions was not a sufficient rationale to preclude making the cost estimates. 
On March 4, 2010, the NEB released a revised Base Case that included physical 
assumptions but no Unit Costs. Subsequently, in December 2010, the NEB issued a table 
containing revised Unit Costs. 

PKMJF seeks clarification on Ms. Lee's opinion on the application of NEB guidelines, 
encapsulated in MH-001-2012, to the abandonment assumptions of the JFL. 

6.1 With respect to Ms. Lee’s discussion regarding the NEB’s abandonment cost 
collection mechanism, is Ms. Lee aware of any instances where the NEB assumed 
that existing oil pipelines had already collected some or all of their abandonment 
costs in prior tolls? If so, please cite each and every instance. 

Reference (ii):  Exhibit C2-36-1, (VAFFC Evidence, Appendix D), PDF p. 123 

On PDF p. 123 of the VAFFC Evidence, Appendix D, Ms. Lee states: 

VAFFC filed an application for an Environmental Assessment Certificate (EAC) with the 
BC Environmental Assessment Office (EAO) in February 2011 wherein it stated the need 
for the VAFD Project and expectations that PKMJF would abandon the JFL facilities soon 
after the Project became operational. The EAC was issued in 2013. Thus, it was clearly 
evident in 2009 and certainly by 2011 and 2013, at the latest, that VAFFC had made more 
than a tentative decision to proceed with the VAFD Project. Thus, PKMJF had ample 
opportunity to file an application concerning the provision of abandonment costs as the 
BCUC encouraged it to do in Order P-7-2008. Regulators can provide the opportunity and 
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mechanisms for recovery but it is the responsibility of the company, in this case PKMJF, 
to pursue the recovery when the need arises. With respect to the provision for 
abandonment costs, PKMJF failed its responsibility. 

PKMJF seeks to better understand Ms. Lee's assertion that “[i]t was clearly evident in 2009 and 
certainly by 2011 and 2013, at the latest, that VAFFC had made more than a tentative decision 
to proceed with the VAFD Project”. 

6.2 With respect to Ms. Lee’s opinion that “[i]t was clearly evident in 2009 and certainly 
by 2011 and 2013, at the latest, that VAFFC had made more than a tentative 
decision to proceed with the VAFD Project”: 

6.2.1 Please define what “more than a tentative decision to proceed” means. 

6.2.2 Is Ms. Lee aware of any rulings in which a “more than tentative decision to 
proceed” has been applied to determine if abandonment costs should be 
allowed to be collected by an oil pipeline. If so, please provide all instances. 

6.2.3 Does Ms. Lee consider more than a tentative decision to proceed 
equivalent to a firm and final decision? If not, please explain the 
differences. 

7.0 Expert Qualifications 

Reference:  Exhibit C2-36-1, (VAFFC Evidence), PDF p. 5 

On PDF p. 5 of the VAFFC Evidence, VAFFC states: 

To support its intervention, VAFFC has retained Patricia Lee, Patrick Bowman, and Melissa 
Davies, through InterGroup Consultants Ltd. (“InterGroup”), to provide their expert opinion. 
VAFFC adopts InterGroup’s expert opinion (the “InterGroup Report”), which is being filed 
concurrently with VAFFC’s evidence. This evidence also provides a synopsis of their 
conclusions. 

PKMJF seeks additional information regarding the qualifications of Melissa Davies, Patrick 
Bowman, and Patricia Lee of InterGroup Consultants Ltd. that is directly related to the economics 
and management of oil pipelines, including tolls, tariffs, rates, and depreciation matters. PKMJF 
also seeks to better understand the direction regarding the evaluations conducted by Melissa 
Davies, Patrick Bowman, and Patricia Lee of InterGroup Consultants Ltd. in relation to the PKMJF 
2019 Tariff Application. 

7.1 Please provide additional details regarding the expertise and experience of 
Melissa Davies, Patrick Bowman, and Patricia Lee of InterGroup Consultants Ltd. 
that is directly related to the economics and management of oil pipelines, including 
tolls, tariffs, rates, and depreciation matters. 

7.1.1 Please list any oil pipeline depreciation studies authored by any of Ms. 
Davies, Mr. Bowman, and Ms. Lee. 

7.1.2 Please list any oil pipeline tolls, tariffs, and/or rates proceedings where any 
of Ms. Davies, Mr. Bowman, or Ms. Lee have provided expert testimony. 
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7.2 Please provide full copies of the following documents: 

7.2.1 Retainer letter or any other form of engagement agreement with InterGroup 
Consultants; 

7.2.2 Any written instructions or direction given to InterGroup Consultants (to the 
extent such directions or instruction was given or supplemented by verbal 
communications, please describe those verbal communications); 

7.2.3 Materials InterGroup Consultants was provided with to review; 

7.2.4 InterGroup Consultants working papers; and 

7.2.5 Full report outputs. 




