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ssion'" regulates ?"rms M o u n ~ n  Enteqfises of 
B e ~ s h  Columbia Ljiratiited (""Trans Mountdn'" and other inrraprovinclial oil pipelines under the fipeline 
Act. Regula~on is on a pepdng basis and the ssion ody rakes a c ~ v e  regdatory. acbon in h e  event 
of complhcs. T m s  Mounth onerates a pipe~ne &at eo l l e~~s  jet fuel Erom refm&es and t edna l s  in rfie 
Greater Vmcouver area and deEven it to the Vancouver Intmatonal 

m i s  Decision considers: m Appljica~on for inereased rates effee~ve Jmuary 1,1993 and a Complhr by 
Cana&an Aklines Internatond Ed, and che Vancouver A e r l .  Fuel Facili~es Coqora~on (collee~vely 
"he  AirlinesW")ishg several concerns with hfie Appliea~on. m e  applied-for rate of $2.941 per cubic 
mtre is 26.1 percent higher &an the average .toll in 1992, largely as a result of capid ad&rions, h c l u ~ g  
a new eonml room, clay matm and rank lher at the pipeEne tednal ,  which doubled the rare base 
b m  1992 to 1993. 

ssion stdf rnet w i h  Rms M o u n ~ n  and the Shippers on J m u q  11, I994 to review the issues, 
and consensus was reached on seved  matters- Trms Mountain and the Shippers a ~ e e d  &at the 

ssion should use the d u e n  m o d ,  inclu&ng the 

Trans Mount~n  and the Shjinpers have agreed to apply the Naeonal Energy Board" regulatoq nnehods 
and decisions for the parent company, Trans 1 M o u n ~  fipe Line Company Etd., to hfie jet fuel pipline, to 
the extent that they are appEcable, n e s e  helude re ten, cdculathn of Allowme 
for Funds Us& D ~ n g  Corasme~on and a. toll adjustment ~ g g e r  that requkes Rans M o u n ~ n  to file 
revised tolls if its c nt forecast of r e t m  on q ~ l y  Wfen from that on wGch its mtes arc: based by more 
ban 2 percent. Consistency wi& Ike pmnt  company provides accounting efficiencies m d  avoids rhe 
need for the Co ssion to adju&cate these martens. The Co ssion approves this approach, subject to 
review upon appliea~on, Trans M o u n ~ n  used the reeenr: mB decision for the parent compmy (bclu&ng 
an 113 percent return on quity for 1993 and cdcula~on of income taxes on a Row-through basis) to 
reedeulare a 1993 toll of $2,693 per cubic mtre, which is 15.5 percent higher than its 1992 rate, 

Several of the capital projects &at were add& to mce bme in 1992 had a history of escalafing cost es~maces 
and actuad costs which we= higher than the fmd e s ~ m t e .  Put of the AkGnes' concerns relate to less than 

niea~on to the Shippers of revisd cost es~mates and the efkcr of the prdeers on E u m  
rates. Neveflheless, the Co ssion finds that the Shippers were generally a w m  of the increased costs 
as repofled in toll applica~ons and, by their f ~ l w e  to f o m d y  eompl~n ,  accept& them. Moreover, here 
is a lack of e~dence  indcahg &at the acmd eexpn&tures were imprudent. 
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77re clay @eater p j e c t  is an excep~on to h e  general aeeeptablilicy of the capid ad&hons. f i s  equipmnt 
was &scretionq, as it p r o ~ d e s  a s e ~ e e  to Shiilpprs that is over and above the delivery of jet fuel. 
Shlilppers had dterna~ves, bur accepted Trans Mount&nk instdadon of the faciEty based, at least in pm, 
on &e o~t.;lind cost e s h a t e ,  Intega~on of the h-eacer ~& ober projects at the *on pipeline t e h n a l  
inmased tlrle esba ted  cost to $738,110 and tke Skppe~s accept& ~s find esfimre. The acmd eosr was 
$929,900 md h e  ssion denies &e addjifion to nate base of $1 17,979, which is the podon of the 
eosr &at exceeds I 10 F e n t  of &e fmaB eshate .  

b o n g  h e  several changes to con&~ons of service in its ~ f E ,  Trms Mounlain requested w o r h g  hat  
muld  give it k ~ e m  control over tke quality of jet fuel meeeivd h to  and sKpped bough its system and 
over the removal of o f f - s p f i c a ~ o n  fuel at the   or^, The A k k e s  snongly opposed this wor&ng. 'Ilne 

ssion directs T m s  Mountdn and the SKppers to aMennpt to resolve &is sensitive and corllplex 
mner and r e p a  back to h e  sslion by Septemk 30,1W4. 

Trans Mounrain stated that its actual rkroughput was lovver and actual v r a ~ n g  costs were higher than 
1%3 forecasts. TI?e e m f i s s i o n  concludes, in the spEt  of the toll adjusmenr ~ g g e r  znechanism 
h&nd& to Bed d& such ekurnsmees, &at T m s   mount^ should djust its 1993 m s  so that it e m s  
not less than the approved r e t m  on co on equiy less 2 prcent, or 9,50 percent, Based on &e 
re~s ions  ha t  "Trans Mounmin has s u b ~ t t e d  as well as &e e o  ssion adjusments, the adjusted 1993 
rate is es~mated to be approximately $2.55 per cubic mem, or 9.4 percent more &an the average 1992 
roll* 

unieagons bemeen Trans M o u n a  and the Shipgers has been less hrn adequate and prwedwes 
for dealing wiuk rate appliea~ons and capilal ad&~ons have k n  somewhat uncenain, The Decision 
requkes reGtalizatIion and empowement of the SkippersTornmirtee, directs irnprovernents to the 
information supplid by T m s  M o u n a  and esrablishes a prwedure for handling furme applica~ons. 
Trans Mount~n  and all of the Shippers stated &at hey  wish ro have regulation on a r e p o ~ n g  basis 
confinue into the fu(ure and the Com~ss ion  approves this request, Alhough the Co 
been c h a r a g  overhead costs to pipelkes =plated on a q o ~ n g  basis, it will bill T m s  lvlowntdn for its 
cosls of $17,760 for de&ng wirl.1 this Co,mlpl~nr and AppEca.li;on. 



I,@ INTRODUCTION 

1 1 Regulation of Inlraprovincial Oil Pipellines 

As a result of Bill 55 - 1987, the Brjitisb Columbia U ~ l i ~ e s  Co ssion9'")came 
responsible for the econoIzllic regulation of Inh.aprovincial Oil RpeGne Companies under Part 7 of tine 
Pipeline Act, effee~ve July 16, 1987. A letter dated May 18, 1988 set our the Co ssionk iintenfion to 
regulate Inrrapro~ncid Oil Rpelhes on a repodng basis except in the event of c o q l ~ n r s ,  Goqldnts  
received by the C o m ~ s s i o n  were to be inves~gared in accordance with Secfions 46 and 52 of rile 
Rpeline Act, T ~ f f s  were to be n e g o ~ a t d  between the p h e s  and filed wi& the Co 
approval. 

The May 18, 1988 letter and subsequent eowespondence es~blished the following requkernenrs for filling 
ssion and Shippen i d o m d  a b u t  capital expen&mes: 

e4 A f a c a s t  sliiternent should be f i ld  wirln rbe Co ssicbn md tbe pipeline Shippershsers no later 
than 30 days after the co ncemnt of the fiscal y e a  and should derail all expected costs, 
imliu&g a b~akdown of capid expen&ms by project, togelker with a revenues and expenses 
forecase bas& on expect& rkroughput, 

ssion and the pipeline Shippershsers wiain 
60 days dter the fiscal year-end which should compare the actual costs and revenues to the 
forecast for rlne yeaf just e n d d  

The pipeline should advise both the @o sslon and the pipeline Shippersiusers of my capitd 
expen&= plans which would lead to an irterease in rates. Concurrenee must be sought from the 
users at least 60 days p ~ o r  to iintiahg eonsmc~on. 

ssion is self-fun&ng and that the coszs to be charged to h;n.lraprovhciaP Oil 
Pipelines would be review&. The Co ssion has not h e n  billing its overhead costs to hese pipelbes 
as a c ~ v e  regulafion has not been involved and, pfior to 1993, the Co ssion had not received any 
compl&ts. 

1 , 2  Application for 6993 Tolls and the Air!inesT~omplaint 

In f-esponse to an application dated July 31, 1992, Co issicln Order No. P-3-92 approved a toll of 
$1.9646 per ei-abic mlse for arms Mountain Enceq~ses of B ~ ~ s h  Columbia Lihtecl ("Trans Mounr~m"', 



"&e Appliemt"")ffeetive August 1, 1992. This was a significant deerease from the $2,627 per cubic 
rate &at was in effect for the eariier parft of 1992, Trans M o u n ~ n  cdeulaled that, using the cost of 

s e h e e  arnd boughput projeefions in the July 1992 applicahon, the average toll for 1992 would have been 
$2.333 per cubic mm. 

Tms  Mountalin applid on December 29,1992 (""re Appgca~onW")under Pa% 7 of the Pipeline Act for a 
rate increase eo ncing January 1, 1993. In d&rion, it requested approval to split the toll into a 
ga&e~ng toll to the. Bmaby al and a deGvery 1011 to the ' m e  toral deEvery charge of $2.941 
per cubic m ~ e  or $.0029/L, is a 26.1 percent inerease over the average toll in 1992. The forecast 1993 
rare base of $7,330,W lakes into account $3,653,01)(3 of eapiral &&~ons completd in 1992, 

n e  Company zported hat it had reviewed key aspeets of the AppEca~on Vdiit-kl the users of its system at a 
December 10,1%2 mee~ng and believed hat letters of conemenee would be o b ~ n e d  in acewdance *& 
past pracdce. In view of Ihe large toll linerease, Co 

On March 19, 1993 naris Mountah filed letters of concumnee from Chevron Canada L i ~ t e d  
("Chevron"") Imperjial Oil Limited ("hpeial"") P~eb.0-Canada Produets (""Peeo-Canada'" and Shell 
Cmada L i ~ t e d  (""Sell"") .e orker users of the pipelhe are Gana&an Ahfines Internadonal Etd. md the 
Vancower Ajirlsorc: Fuel h c i l i ~ e s  Covoration (eollec~vely the 'XklinesM")and the users are refend to 
herein as (""Sppers"") m e  Ajirljines &d not concur wirk the rate increase and sent information rwests  to 
Trans Mount~n followed by a eolnplaint ("the Compl~nt'" to the Co 
which iden~fied several meas of concern. m e  Airlinesbpecifie recornmendadons me repeated in the 
Decision as a way of succincdy stafing the concerns. Trans Mount~m replied to the Complaint on 
Novemkr 24, 1993. 

regulate Trms Nlount&n"",hieh appeared to represent a request to ehmge from regula~on on a rrepohg 
basis, In a letter dated October 29, 1993, the C o m ~ s s i o n  requested that Trans Mountain and the 
Shippers adBress Ihe me&& of resolving the Cornplaint and the proposal of more a e ~ v e  regula~on, The 
Shippers and Trans Mounkn respndd  &at the &rn&ssion should continue to regulate the pipefine on a 
reporcjing basis, except in the event of eompl~nrs, and should resolve the C o q l ~ n t  from the Aklines 
though w ~ t t e n  submissions, By letter dared December 8, 1993, the C o m ~ s s i o n  accepted these 
recornmnda~ons, invited the filing of any ad&fional eo 
any other parties chat had an interest in the matter, The letter also advised that the cost of dealkg with the 
Compl~nt may be charged to Trans Mounr~n, 



At the request of the Akhes,  the Co ssion h s m t e d  its sraEf to hold a mee~ng k t h  inlerested p h e s  
to draw out relevant infoma~on and a t t e q t  to resolve the issues. The meting was held January I I, 
1994 and the mr;nures from h a t  meethg Porn pm of the record regardng the Gompl&r. 

By letter dated Jmuary 10, 1994, TTrms Mountin requested that 1993 tolls take account of aemal 1993 
tkougkputs, which were 6 3  percent lower &an the forecast on which its Application for 1993 rates was 
based. 

Commencing J a n u w  1, 1990, Trans M o u n h  m d  the Shipprs had agreed to apply the regulatory 
methods and h is ions  of the N a ~ o n d  E n m a  B o d  ("he PJIEB8'")w Trans M o u n ~ n  Rp L h  Corngay 
Ltd. (" " or "&e papent compmy"")~ the jet fuel pipeline, to h e  exrent &at bey are applicable. me 
NEB" decision dated Febmary 7, 1994 esmblished rem on rate base parmters  for 1993 and 1994 and 
kected ha t  calculate income t a e s  on a Row-through basis eo encing January 1, 1993. On 
February 11, 1994, Trans Mountain filed revised I s 3  tolls tkat incovorated tfiese changes and were 
based on acmal thoughputs. The recalculated 1993 lomi delivery ehapge is $2.593 per cubic mem, or 
15.5 pereenr higher thm the average toll for 1992, 



2,0 THROUGHPUT 

%,I Lost and Unaccounted for Produ~f 

(a) deliver producr wirhr'n r'ndusm tolerances; - pius or rnilzw 0.m percent for afulb-mrered 
Jysrenz and 0.25 pereenr for a rank galrging syseenz, on a mnthly basis; and 

(b) conzpensczre Sfippers for m y  losr producr rh m e e d s  rbse sra 

Trans Nlounknk reporzed lost md unaccounted for prVUuct &ferences are withh 0.05 percent tolemces 
when averaged over long rjime pe~ods  bur can be larger for in&~dual  months. The &fferences do nor 
represent physical losses or g ~ n s  of product, as any fuel Isst or demded duIling capitaf or mahtenanee 
a c ~ G ~ e s  is charged to the projjeet, However, the pipeline is allowed to &n na ly when not in use and 
uferenees result largely from errors in es~mafing the inventc~ry in the j p ~ a l l y  filled pipelhe at monh 
end, Each mon&, vo lume~e  afesrences are dlocard pro-ram based on shipments d ~ n g  the enonrk, 
Al&ough a Wfelrenee one monr2a nomally gms the oppsite way the following mon&, one Shipper may 
deEver a M e ~ & n t  relabve volunne the next man& and conquendy h e  d o e a ~ o n s  m y  nor even out. 

It was ageed at the Jmuary 14,1994 mee~ng chat Trms Mount& would analyze the effects of balanelng 
volumes over iinervals bnger rkm one monh (Trans I t l o m ~ n  provided this data in its January 28,1994 
letter) and &scuss the results with the Shippers' C tree wih  the htendon of reaching consensus on an 
acceptable procedure, The Commission approves this approach, 

2,2  Toll Adjustmend Trigger 

t k f i r s l  instance, a 2 percent variance in Rare o f R e m  s b d d  be wed as a rhreshold r h  will 
~igger a loll kuljwmzent awlica~on by Tram Mountain. Afier a nial period, r k  aparopriateness of 
2 percent MZW be exanzined to determine i f la more semirive trigger dperkaps I percent may be 
m r e  appropriate. The Cornisxion shuld also set rim gui&ielinesfor the filing of an adusmeno 
qplicagon so roll &crew q p l h ~ o m  are pled as gron?;prly as roll increase apnlicadom. 



Trans M o u n ~ n  has adopt& the to8 adjusunent mechanism in the June 1992 mB Decision for its parent 
eompmy and, in h e  App~ca~on ,  slared it: 

'"..,proGdes the Comdssion with updates of its forecast remm on equiry following the 
k s t ,  second and thkd qumers. In the event such forecast should vary by 2 percent or 
more, in eiher &ection, f m  the forecast on which the hen c nt tolls are based, the 
C ~ m y  d l  file a toLl a d j u s m t  applica~on." 

Trans Mountdn scared &at it would not object to the Co ssion establishing Gme guidelines for roll 
adjusmenr applica~ons p m ~ & g  &at the guidefines cover all steps in &e applica~on process a d  apply to 
all p d e s ,  As set out h che cover l e m  for the July 3 1, 1992 rare applica~on, revised tolls Fded under the 
trjigger nneehanism would inco~omte &e latest es~mare of h u g h p u t ,  rate base and operaeng expense 
rhrough the remainder of the year and h e  applieagon of &e allowed rare of re . The new rates are 
innplementd on a go fornard basis. n i s  is a &fferent situaeon Erom temporary or in t e~m tolls such as 
hose in effeet wn&ng a rate h h n g  decision. 

At the January 11, 1994 mee~ng, Shell, I q e ~ a l  and TTrms Mountain expressed concern that going to a 
1 peEent ~ g g e r  would lead to more toll appliea~ons, Trms Mounlsain recognized the need for members 

ttee to be kae r  infomed a b u t  its acgvi~es on an ongoing basis and agreed to 
send Shippers and the Commission a copy (as a sealed down version if necessargr) of a quarterly 
m i t o ~ n g  r e p a  s ~ a r  to hat sent by 

The Com~ssiorn considers the r ~ g g e r  mechanism adopted by Trans Mountain to be a reasonable 
compro~se  of efficiency md fahess,  but recognizes the need for it to be implemnred in a way that is 
timely and evenhanded. The Commissiora approves the 2 percent return on common equity 
trigger mechanism as approved by the MEID for TMPL and directs Trans Mountain do fiie 
monitoring reports within 45 days of the end of each calendar quarter which compare 
the current forecast rate of return on equity to that on which rates are based, Trans 
Mountain is directed to file, in a timely fashion, an  application for revised rates 
whenever its forecast return on equity difhrs from the approved rate by more than 
2 percent, When a quasteriy monitoring report leads to an application for revised rates, 
the Applicant is directed to compress filing deadlines so that the revised rates become 
eReetive no later than the end sf tho current quarter, 

2 - 3  Throughput Basis for 1993 Tolls 

In a letter dated Januw 10, 1994, Trans M o u n t ~ n  requested that 1993 tolls be based on actual 1993 
thughpurs,  which were 6.5 percent less &an forecast volumes. The mised rolls whieflmns Mountain 
filed on February 11, 1894 to inccsfporafe the M B b  decision reguding rerun? on rate base and income 



tax methdology. were based on acrual 1993 thoughput. Also, Trans Mounkn's M m h  15, 1994 letter 
states &at actual opera~ng costs in 1993 were higher than foreeast, 9ke Appfiemt calculates that using 
foreeast boughput and opera~ng costs to edculate 1993 rates would pmvlide it with an acrual r e t m  on 
q i q  of 8.57 percent in 1993. 

ssion does not agree ha t  1893 tolls should be based on aemd tbughputs and ogerabng cost, 
as to rk, so would remove fo reeas~g  Gsk from h h g  a r e spns ib ig~  of h e  AmEcanc. On the oher hand, 
the v ~ a n e e  between aetud and forecast should have k n  q p m t  by A p ~ W a y .  Rans M o u n ~ n  s ~ t e s  
h a t  it was unable to file qumerly relpofls md a toll adjustment appfica~on as 1993 tolls had nor been 
amrove& ML~T h e  faer, it is aficult to de when r e ~ s e d  rares would have gone into eBeet md h e  
r e v i d  rkroughput and operahg cost forecasts &at they would have been based on, A more stAghr- 
fornard a p p a c h  bat  is consistent ~& the s p s t  crf the ~ g g e r  mechmism is to esrabhsh races ha t  pmvide 

on equiry &at is ~ & h  2 pereenr of the approved return. 

Trans Mountain is directed to base 1993 rates on the throughput and operating cost 
Porecasts in its Application, Trans Mountain is further directed to adjust the resul"rimg 
rates to the extent required to incorporate its actual I993 throughput and actual 1993 
operating and other costs and to earn an actual return on eornmon equity of 
9-30 percent, 



3.C) RATE BASE 

3.1 Forecast of Rate Base Additions 

To balance out va~ances bemeen foreem a d  acdual results, the Airl'liz~ recomead l h r  Trans 
Moun~ain~oreemr of net plant in service be djwrd by b k  Conwrrission based on its preview 
record of forecm~ng aceumey. A seg-(teerrecn"ng d h m ~  s h d d  be wed based on a three year 
rolling average comparr"son offorecmc to awl sedcsfor nes plant in sewice. 

m e  Alirlhes were concerned &at the forecast arnounrs iineluded in net plant in-service were higher &an 
actual, which resulted in an overstated revenue r eq~ement .  Trans Mountain &d not object to this 
adjusmnt of h e  foreeast, provi&ng the caleula~ons e m  be adjusted to allow for ex~aor&nary events, 
and noted that capiral e x p n & m s  are expeeted to be rela~vely srnaU over rlhe next several years, 

The Commission approves the forecast s f  average capital addigisns in the Application of 
$120,054 (total additions of $2"34,106)) for 1993 to calculate 11993 tolls, For future tona 
applications, the Applicant is direeked to adjust capital additions forecasts by a rolling 
average of actual/forecasl average additions for the previous three years. Trans 
Mountain may, wilh the approval of the Shippers or, failing that, of the Commission, 
adjust the calculation to make allowance for extraordinary events, 

3.2 Allowamee for Funds Used During Cornstruetion (""AFUDG9*") 

Trans Mountain should be directed to follow the BCUC practice for the recording of MUDC. 
AFUDC on projects rhat extend beyond 90 days sbuld be ealculared on a 30 d q  delay to rake 
into aecomr t k  payment lag. 

The amount of AFU;L)C recorded after the forecast in-service dare, $55,000 (see the response co 
tion Request dA), should be disa Elowed fmm rate bme. 

The AFUDC rare t h a ~  Trans Mountain uses shuM be adjusted lo reflect the rare3 thr the 
Gomimion allows in ~ E s  decision for rare of return a d  debt. 

A connp~son of Infomation Response 6A to the foreeast in-service dates in recent toll applications 
in&cates that, when the actual in-sewice date is later rkm forecast, a capital ad&tion project eontbues to 



accumulate AFUBG unrlil the acmd h-service date while e ng a r e m  though the rates as a foreeast 
rate base ad&~on. The oppsite effect occurs if a project goes into service ewlier than forecast. n e  
adjusment discuss& in Chapter 3.1 is expected to deal wih this concern in future. In ad&rion, the 

ssion intends to underlake a revjiew of &is aspeer of C calcula~ons and may give &ee~ons 
on the matler to h e  c o m p ~ e s  &at it regulates. 

Trans Mountkn calculates A @ in aeeordance wl'h the ;"VEBk Oil Rpeline 'Urnifom Aceolnnfing 
Regulafions used by its parent eompmy and h p e ~ d  and SlrelB suippr~ed ~s prae~ce, Use of the T W L  
mthod will allow for consistent accounfing practices aeross h e  ~ d i a t d  eoqmies .  Trans M o u n ~ n  
dcles not forecast any addjirions to its A C account for 1W3. The Commission approves the 
Applicant" scsalculatiom of AFUDC: using the method, ineluding the AFUDG rate, used 
by TMBL. The Commission may revisit this mattes in future as a result of its review or 
upon application from Trans Mountain or a Shipper, 

3.3 Capita! Brojeeb and Cost Overruns - 1W2 Capital Additlions 

T k  Comission sbuid  di$lillkow project costs for which Tmns fiuntain h failed to provi& 
swporbng evidence. 

The Conznzi~~ion should disallow $50,073 - beiazg the diflerence beween the final cost of 
$134,250 and the o~ginal mdiped esn'mre for rhe buildireg c?f$83,175. 

The o ~ @ n a l  estimate was for $50,900 to extend the conaol rmm to add labratorgr space, When 
prelidnary design was completed in A p ~ 1 ,  1992, design eonsidera~ons and the rqukemnts  of the clay 
treater project changed the scope to a new buil&ng c o s ~ n g  $83,175, "I"I.lis es~mate was included in the 
July 31, 1992 rate applica~on, The Shippers were not specifically infomed of the increase but all 
Shippss proGd& leaen of conemenee regap&ng the rate appgea~on. 

Derailed design increased the es~mate to $124,900, with $25,OCX) of the increase for explosion prmf 
filr.;ngs, The revised e s h a t e  of $124,9W was included in the Applicadon and his  was the f i t  in&cation 
Shippers had of the cost increase, Tmns Mountain tendered this consmetion along with the clay sPeater 



and lank liner projects and selected the lowest bids overall &at me teehnicd r ~ k e m n t s .  Consmc&on 
of the thee projects was carr;ied out dufing the summer, the pefiod of high demand but also h e  dpy 
season. The Applicant sated ha t  the bree 1992 proJ'eels illusmed rhe &fficulties with ceoordinadng 
sevefal proJecrs at h e  same site. It now prepares a four-year p1m for capiral ad&~ons and has revised its 
Autho~zarion for Expen&ture prwedrrres to p e d t  more e n g n e e ~ g  before a project is sub~ttecl POP 
approval, The f ind cost of the conml m m  is pmjectd to be $134,250. 

ssion is very concern& a b u t  the heseases in the e s h a t d  cost of this and other pmjeers and 
wi& the Applicant" record of g Shippers a b u t  revised cost es~mates. mese ccrneerns will Lx: 
addressed in Chapter 6. At fie sanne h e ,  &ere is no e ~ d e n e e  bar h e  conwol rmm is ofher &an useful 
and necessary. Albough gasobe-cyne jet fuel is not an approved product at Vancouver ajirIporr at &is 
dme, apparenrly it has been u s d  in the past, m e  use of explosion prwf f i t~ngs in the coneol room 
appears acceptable. The Comrnissiorn approves the addition of $124,900 Co rage base for 
mleulating 1993 rates, It is an~cipated that actual expen&tures in excess of $124,9CX) will be added 
to rate base for 1994. 

The cost of bhefaeilifi;es exceeding $586,140 sbuld be disallowed from rare base. In view ca)̂ the 
amunr involved, tk Conzrrrission consider convening a spectpc hearing $0 revim r k  costs. 

The Ajirlines initially planned to build their own wearment facility downseeam of Trans Mountin's 
t e d n a l  at an esrJ;mated cost of $342,000. However, Trans Mountkn in&cated it would not release fuel 
from its teminal that did not meet the specifications in its t ~ f d ;  which are: the fderal government 
stmdards for jet fuel quality (CANICGSB 3,231, m e  Shippers then requested the Applicant to build a 
s i q l e  fa@iliry to inject eondue~vity addi~ve, but after &seussion adopted a more flexible eonfiguraGon 
that included a clay @eater. By letter d a t d  May 22, 1991 to W. Ueates of Shell, Trans Mountdn stated 
the faeility was estimated to cost $568,640, plus or  nus 10 percent. n/Ir. Yeates, as Ch 
ShippersTommittee, accegtd the eonfigurabon. The December 4, 1991 rate application showed 
$680,m as the cost of the project, 

"Trans Mount~n proceded with enanee~ng  design that inrenated these facilities with the conlro1 rwm 
and rank liner projects md generated a cost estimate of $738,110 &at was reponred in the July 31, 199% 
toll application. Wile  Perno-Canada, Shell, Chevron and the Aklines were aware of the cost increase, all 
the ShQpers provieled leug:~"~ of eoncurrenee rega&ng this appEeation, 



This consmc~on was also bid as parl: of the t h e  project package md the selected bid was a fad price 
contact plus fixed unit charges afor work &at was not qum~fied. The tendered cost of the project, based 
to some extent on an allwabon of consmcGon costs for h e  rhree projects, was $80C),(X10. Alrfiougk this 
was a dscrzdonary pmjeet and in spite of the sigificant cost bereases, T m s  M o u n ~ n  did not review the 
need for the project w ih  the Shippers before p r m e ~ n g  wi& conslruc~on. Emon and o ~ s s i o n s  in the 
request Em tenders m n ~ b u t e d  to the Merence & m e n  the render e s h a r e  and the 5nd  cost of $929,900. 

Mter-he-fact pruclency reviews are problemafic and the C o m ~ s s i o n  has found that it is preferable to 
aplpmve a pmject b on a g d  q d t y  cost e sha re  and miew ~ m a l  costs relarlive to that eshate.  h 
an Inland Natural Gas Co. Ltd. ("Inlmdw")cision dated August 6, 1987, the C ssion dealt wji& a 
cost ovemn on a pipeline extension to Chase, B,C, The Corn~ss ion  k c r e d  rhat only the amount 
 thin the conmenee range of the e s h a t e  should be added to rate base and &at the amount &sallow& 
should be depreciated at the ap rate and the depreeiarjion included in the cost of sefice. Although 
the tcvo sima~ons ape not exae el, &ere are c e d n  s i d ~ ~ e s  k t w e n  the Lnland extension project 
md consmcbon of the clay neater. 

ssion notes &at the facility provides an ad&donal service 1s 
Shippers, over and above the delivery of jet fuel. Shippers had the opfion of building s i ~ l a r  facilirjies 
downsmm of Trans Mountain and relied on Trans Mount~nk cost esfimate, at least in pm, when &ey 
accepted consmc~on of the faeilir-gr by the Applicant. Trans Mountdn at one fim estimated the project 
would cost $568,W, plus or f inus 10 percent, md the subsequent es of $938,110 should have 
been at feast as reliable. At the s m e   me, none of the Shippers made a eompl&nc when it realizd 
the cost had escalatd to $738,110, On bdance, the @o sslon feels that the poflion of the actual cost 
rhat exceds 110 wrcent of $738,110 should be &sallow&, 

The Commissisn directs that  $811,921 shalI be the amount added to rate base for this 
project, The disallowed portion of the actual cost of' the projeelt is $1117,879 and Trans 
Mountain is directed to depreciate this amount at its normal sates 601- the facility and to 
include the annuall depreeial;ictn amount in its cost of service, 

The Commission should disallow  he costs exceeding $6,425,000. In view of the amount 
involved, the Cornision comialer convening a separate haring lo ah-iiew rlze costs. 

The pov~on o f t k  costs that relare lo c k a n q  for rk spill skzould be exel&dfrom mte base. 



Trans E/lountain initiated this project in response to Elavhonmen&l Guidelines adopted by Trmsporp 
Cmada and to act as a prudent COrpOmte cifizen, m e  k E m s  exp~essed concern at Uhe J a n u q  1 1,1994 
nnee~ng a b u t  the n e d  for this upgrdng, but none of tlse S h i p p s  tmk issue w i h  the project when it 
was fist pronosed, The cost estimate presented to &e Shippem at a rneefing in November, 1991 was 
$1,425,000, the mount included in the Decernkr 4, 199 1 rate applica~on* ?Trans Nlount& also reprted 
lkar if soil reseng w e a l d  con a ~ o n  hat exceeded smdards, a groundwater eeament Ea~Ery coseng 
appmximrely $5C)13,0 would be r e q ~ e d  

In spite of extensive discussions, the Applicant was unable to convince ?Transpor% Canada and 
rnenr Canada to aaeept less &m a full h e r  knea& h)le tanks. Cost of &e projiect was repofled as 

$2,017,135 in the July 31, 1992 rate appliearjion and, in a separate letter to Shippers, Trans NIounlain 
noted the cost including $600,OO for water eeament. As sated earlier, all Shippers gave letters of 
concurrence for the rate application. Final cost was $2,267,000 including the cosr of water rreamenr 
faegljies. 

Tke warm =anent f a ~ l i q  is rile- to clean groundwater that bas conlaetd soil which e o n ~ n s  residual 
quantities of jet fuel, The soil eontannination resulted fmm a spill in 1980 that was caused by a 
cornbinadon of o p t o r  e m  and equipment f ~ l u n e ,  n e  spill was cleaned up to the level needed at that 
Gm, bur which no longer rner Envkonment Canada"$ requjiremena in 1992. Because of the n a m  of &e 
coneact that established tolls up und 1989, none of the eaEer cleanup costs were b m e  by fie S~ppers .  
W d e  recognizhg so= responsibility for costs resulting h m  oprator emor, Trans M o u n ~ n  argued that 
since insurance cannot be pwhased for this s o ~ ~  of xcurrence, boh capital and operaitr;ng eosrs for 
groudwater aealnaent a+e lea~fnate costs of p r o v i ~ g  service, 

ssion considers the Shippers, by tkek earlier silence md filure to an* a f m a l  corn~>l&nt, 
accepted the need to have this facility and the cost es~mate  of $2,017,175. The actual cosr, alhough 
higher, is substm~ally within the confidence range of an es~mate and there is no evidence hat  impmdenr 
expen&tures eonhbutecl to the over-mn. With ;regard to pundwater aeament, the Co 
that the Applicant was responsible for all the cost of h e  i ~ d d  cleanup. "Fhe water Beatment faciGries are 
effec~vely self-insurance and the Co ission considers that their cost is an acceptable addi~on to rate 
base. 

The Gommissic?m directs that the amount added to rate base far this project shali be the 
actual cost of $2,269,6)C)C)e 



$'OM, the Commission s J Z O U ~ ~  require Trans Mountain to provide deral'ledj~r@catim in irs 
qlanacion of i b ~  signz3cm~ ekkpitd projects. 

Expen&'nu"es for &is pmjeet oe~mecl lxgely in 1990 md 1991 md have pre~ously k e n  added into pjlm 
in s e ~ c e ,  7""he project was intended to impmve mo~toning of &e pipeline, rarher &an to reduce stdfmg 
costs. At h e  January 11, 1994 mee~ng, the Aklines hdcatecl &at, afi;er reGewing the responses from 
Trans M o u n ~ n ,  &is item was no longer a significant issue. I"he Co ssion will address the need for 
mpe kfonm3a~on a b u t  capird pmjecrs in Chapter 6. 

3,4 Construction Overhead 

The Commissbn shudd disallow PO percent of these costs 80 reduce the adlowable overhead to 

Consmc~on ovehead of $1,167,192 was 47 percent of &ct capital ad&fions in 1992, Trans Nlount~n 
includes outside engneefing and the &ecr involvennenr of its field staff when repohng overhead and this 
broad definition made overhead charges appear high. Also, Trms Mountain stared that the lengthy 
&scussions to o b k n  govemnnent approval for the tanl;. l h e r  project and the complexity of simultaneously 
constmeting the tank liner and clay mater projects at the ~ r ~ > o f i  r e ~ n a l  increased the overhead 
expen&mes, 

The Commission approves the applied-for additions of overhead lo rate base and directs 
Trans Mountain to discuss both its practices for recording overhead and the amount 
recorded with the Shippers' Cornmillee prior lo 6ling its next rate application, 



4. C) COST OF SERVICE 

4 , 1  Rate of Return and Debt Costs 

The Airlines meomend that a reasonable rare of return for I993 would be in the range of 
10.75 percent ro 11.25 percent for Tram Mo~nbain. 

We recommend r h r  this deemed unfunded debt eomponenr be awarded a rare sf 5 percent to 
6 percenr whr"clz is r k  range ofshon-tern r'lzreresr ratesfor 1993. 

The Application is based on a 12.50 percent return on a 47.5 percent equity component in capical 
stnucture. The remaining components are 50 percent funded debt at a cost of 10.57 percent and 
2.5 percent unfunded debt at a cost of 9.50 percent. Trans Mount~n proposes ro return my &fferences 
&ween the rate of r e t m  that the m13 awards to the paent company and the rates contained in the 
AppGcaGon, 

At the January 11, 1994 meeGng, the Shippers accepted t"nt k approved return on equity is a 
sa~sfaetory proxy for u n ~ n  and agreed to adopt the M B  decision regw&ng rate of return on 
quliry and debt c o s ~  for for 1993 and 1994. n e  E B  approvd a deemd c 
47.5 perreent and rates on equity of 11.5 percent for 1993 and 11.25 percent for 1994. 
For 1993, a funded debt r a ~ o  of 50 percent and a cost rate of 10,57 percent was approved. A funded debt 
cost rare of 10-62 percent was approved for 1994. The rate for unfunded debt was set at 8.5 percent for 
1993 and 8.25 percent for 1994. The estimated rate of r e t m  on rate base is 10.96 pexent for 1993 md 
10-83 percent for 1994. 

Ra&er than a d o g ~ n g  the m B  deeision for the Applicant's parent, the Co 
and decide 'these matters. However, the cost of &ing so would be passe$ on to the Shippers. While the 
Commission tends to agree with the  Airlineshcommenl: about unfunded debt rates, it is 
unwilling to change one rate of return component without considering all aspects of this 
complex matter. The Applicant is directed to use the corresponding return on equity, 
debt costs and capitalization ratios that the NEB approved for TMPL when calculating 
its return on rate base for 1993 and future yearse 



4,2 Salaries and Wages 

WkIe t k  dollar 
and reduce the transfers fmm the parent rhar can be recovered fhrough tolls by 50 percent. 
Adilionalb, Tram Mountain shrrld be directed to provide grazer info n'on abour rk incve&res 
r'nmre apglieadom. 

Forwasr operariing expenses inereased by 11 percent for 1993, wih most of the increase due to s a l ~ e s  
mcf: wages md to propew taxes. Salary and wages inereased by 12 pereent bur only a b u t  2 pereenr is 
arcrr;butable to T m s  Mount& salary md wage increases. "The majorj;~ of rhe herease is caused by K&er 
s d q  ~msfer charges from T m s  PLaoun~n forecasts it will r e q ~ e  a a ~ o n a l  sewices from h e  
parent company to m d n ~ n  the new pipeline monito~ng equjiQrnent and to operate the new neathg 
f d ~ e s  at &e * m  

ssion is concerned with the from 199% to 1993 but accepts ir as a one-the herease d"or 
the d & ~ o n a l  m ~ t e n m e e  and operaGng eosrs resul~ng from the new facili~es. It. is noted that. the m13. 
approved annual salary and wage inaeases of 2.5 percent for each of 1993 and 1994 for 
there we no lage  facility additions in 1993 or the next few years, the Corn~ss ion  expects Trans 
Mount~nk oopesahng md mintenmce cosrs w2l not hnepease by more than zhe rate of idation &om 1993 
to 1994. 

The Commission approves the salary and wages forecast for 1993 and directs the 
Applicant and the ShippersD Committee l o  review both forecasts of these costs in future 
rate applications and the method used Lo allocate charges from the parent company, 

Properly rcrxes are increasing by close to 40 percent over 1992 levels. In view of this, Trans 
Mountain stzould be directed to m r e  aggressively pursue its options to reduce its eosrs in this 
regard. 

The Applicant states that the m i n  reason for the increase in propeny taxes is the ad&rion of facili~es. 
Al~ougln other pipelines have appealed assessments, it considers that attempting to negotiate a lower 
mount  with the assessor is more cost-effective. At the January 1 1, 1994 meting, it was a p e d  that the 
maMeP can be reviewed in the future by the ShippersTo ittee. The Commr"ssion approves $his 
approach, 



5,0 TARIFF CONDITIONS 

5 ,$  Rule 10 - Duty of Carrier 

The Airlim re nd C ~ I '  the proposed senterne not be i m l d d  in 'rek tmg. 

Trans M o u n ~ n  progoses to acld rfie jFoUo~ng senreme Rule 10 of its M E  

""6der  may also refuse to accept turbine fuel if e ~ e r  is of opinion, acting reasonably, 
&at its Wofi injee~on and rdteing fae2ifies are incapable of upgrad;ing the fuel so &at it 
fl m e t  r)le standards sf @eat& m b h e  fuel p ~ m  to deGve~y-" 

n i s  is one of several t ehmg.es in the App&ca~on, Generally, Trans M o u n a  propses to mend its 
rarjiff to p e ~ t  the &livery to it of jet fuel whick dms not meet Ike e l e c ~ c d  conducriivity spmGcaGon of 
CANICGSEO 3.23 (bur which does comply with dl olker ~qukemencs of the srmdsucf). The clay mater 
facility includes equbment to inject a condue~vity a u ~ v e  bur, if a shipment cannot be bmught wi&k 
spee%ca&on, the Shippw is responsible for ~ m o v h g  it h m  the T m s  M o u n h  system. 

Trans Mounlain feels that the naodfication to Rule 10 is needed to avoid the cosdy and lo@stically 
cumbersome removal of off-speeifica~on fuel, n e  k l i n e s  stated &at as manufactmers and users of the 
jet fuel, the Skippers are &e best judge of whe&er or not a shipment meets h e k  rqukemnrs. As w2l k 
&scussed in the next chapter, &is view applies to release of fuel from the Applicant" system as well as 
deliveies to it, 

It is appxent that the Compl&& ~.egw&ng t d f  changes result b m  a great deal of &seussion and sevad 
&sagreernenrs in the past. me clay mater faciliy and b'he pmedupes esmblished for the use of it should 
enable T m s  Mountruin to provic4e more flexible sefice to its Shippers, However, prduet specfica~ons 
and con&~ons of service ape complex and highly technical subjects that are ofien best dealt wi& by 
worgng groups such as the Fuel Quality Subeo tree of the ShippersTo tree. In pmicular, the 
safeq of the w e l l k g  pubEe is p ount and any changes must be aceeprable to Transprt Canada ubl& 
regard to jet fuel qudiy. In &is case, however, the C ssion notes that the SGpger is the pmy at ~%k 
of the cost of mmoval if a shipnaent of fuel cannot be brought w i h h  speifieadons. 

The Commission denies the request to add the sentence at issue to Rule BO at this time 
and directs the AppIicant to discuss the tariff changes and the matter of the  
specifications for fuel it will accept into, transport through and deliver from its system 



wilth the ShipprsTommittee, and to 6le a report on the matter with the Commission by 
September 30, 1994. In the event the report does not show consensus between Trans 
Mountain and the Shippers, the Applicant is directed to file an assessment of' the 
outstanding issues by a knowledgeable and independent third party by December 31, 
1994, 

5.2 Rule 50 - Destination Receiving Facilities 

Tk w r &  highwv bad tmek " "uld be &leteLjJPom c k  proposed sentewe. 

Trans n/lounrain pronoses to mdify a provision of Rule 50 of its t d f f  as follows (he  ad&cions are 
underked) : 

e h e r ' s  t e d n a l  Lanks for 
not removd b e  (3) days 

&a n o ~ c e  is @ven may be &sposed of by e d e r  at llne expnse of the responsible parr?y or 
pdes.I9 

Trms Ellounb has referred to an unsuceesslcul attempt to remove off-specifieafion produet fmrn the 
t e h n d  ar the aMorl: by reversing its pipeline, However, it is apparent that the real issue is the 
Applicant" sunwillingness to release fuel &at dms not meet the quality specifica~ons in its &ff to the 
downsmanr faeilides at h e  Woa. The Aklines consider the Shippers to be the best judge of product 
quality. The Airlines also state Trans Mountain should be responsible to deliver product that is 
subsm~ally the s m e  qualJ;ry as what it receives, 

fuel that is load& aba rd  abmafr and &at, at least for pdeulates, the latter is more s~ngen t ,  For his 
reason, there are fi l te~ng faeilides at the *art: d o w n s e m  of Trms Mountain, Also, the Co 
observes it may be apppoMate Em Trans Nloun& and the Shipper to deal expficitly with regard to &aabary 
for an OR-speefica~on shipment released to a Shipper, 

While the safety of the travelling public must be salceguarded, there is no evidence sf changing 
ckcumstanees that mgenlly rquire a change to the t&fPP The Commission denies the request $0 
add the phrase ''by highway tank I;ruckgQto Rule 50 at this time and directs the Applicant 
to inelude the matter in its esnsultakions with the Shippers' Committee ordered under 
Chapter 5,1, 



5,3 Contamination Problems 

mrzs Mountain sbuld be direered oo cowensafe rk Airlines in flae 
the cost of rkfilfer rqdacements. 

mis C s q l h t  relates to a. p e i d  in late 19% and ealy 1991 when the Ablines had to lreplace filters 
because of z,robl,lems wizk the fuel that Trans Mounrain was degvefing, The Applicant states &at its 
deliverjies eonnpEed wi& h e  speejifica~ons in its &f6 At the Jars. 11,194 mee~ng, tile p h e s  a p e d  
&at h i s  &spute should be resolved kougk  the coufls. The Commission agrws with this view, 



6,0  SMIPPERSTGOMMLTTEE AND FUTURE APPLICATIONS 

Q,1 Shippers' Committee 

T h  Commission sbuld elarifi its qec~assriom of tk Shippers Corniftee a& bw t k s  role will 
work- in conjuw~on with the Comission"s&re to regulate Trans Mouaa2'aa. 

At the January 11, 1994 meeting, all pmies recognized the need for an innproved interchange of 
Wornadon ksuveen he Shippers and the Alpprlieant. 171e SGppers have the technical experljise and the 
internal resources to best evaluate opraGons of the Trans M o u n ~ n  system md capizal addjigons to it. A 
r e G ~ z e d  and newly enanowered Shippers" tree would give Trans Mounrajin confidence lhat more 
matters will be resolvd at Go see naeedngs. On the other hand, Co 
in on an ongohg basis, mis d l  rquke more and better foeused hfonna~on from. the Applicant, 

ariies of key data and ratios, Along w i h  more fonnaiized procduhes for the review of 
appEca~ons, &is should pesolve cmena proedural problems so &;at regulafion on a repodng basis can 

The Conrmissic~rtl directs the Skippers to re-evaluate the composition and organization of 
the ShippersD ecrmmitltee in consultation with Trans Mountain and to make those 
changes that will revitalize and empower it. SufGcient authority should be delegated to 
the Committee lo empower it with rthe ability to speak for and commit individual 
Shippers, Furthermore, the relationship between the Committee and Trans Mountain 
needs to be firmly established, The ShippersWornmilttee is also directed to review the 
nature of information required in filings and how it can be packaged to "latter meet the 
needs of all pargies. The Commission orders the Shippers' Committee to file a report on 
all of the foregoing matters by September 30, 1994, 

6.2 Prwedure for Future Applications 

n e ~ :  was agreemnt at the January 11,1994 meefing rkal Rms Mount& should meet with the Shippers' 
ttee to &scuss a14 aspects and impllca~ons of a pen&ng application for revised tolls, including the 

effect on future rates of capid expen&tures, The appliea~sn would then be filed 45 days kfm the 
en"fective date of the new rates. The hoeedure for Filing Toll Applicafions, which is attached as 
Appendx B, sets out deadlines for several steps inclu&ng dealing with infomaGon requests from 
interest& p d e s ,  Thely ac~ons by aU g d e s  w4ll be essen~d to the success of the process. 



Trans Mount~nk  capital expnditures are expected to be relatively small over the next several yeas. 
Nevdeless, &:e~-be-fa@t pmdency r e ~ e w s  of eapiral expn&mes are problem~c and the Co 
has found tkar it is ppeferable to approve a projeer bas& on a g d  quality cost es~mare and review aetud 
costs relar;ive to &at es~mate, %or to the filing of a fume fac~ees  applicatlion or rate appljiea~ons hat 
include capid d&fions, the j u s ~ c a ~ o n ,  cost, g ? i u d @  of c and consequences on raks of each 
sipificmt project should be &seussed ~& the Shipprs' some dedl. S i ~ l a l y ,  when the 
cost e s h a r e  for a project ehmges, the Shipwrs should be advised in a fi;;nely fashion, Under replafion 
on a re~x,&g basis, acceptme by the S K p p ~ s  of the necxl and cost e sha re  for a capiral ewn&(ure ~ L 1  
s e w  as a proxy n"or 

The Commissiola approves Appendix I3 as a prwedarre for dealing with future rate or 
capital project applications, subject to changes to allow for special circumstances, 
Unless a farma1 complaint is received  thin 30 days of the filing of an application, the 
Commission may approve the application without furlher review. Tin the event a 
complaint is received, the commission will set out a process and timetable far dealing 
with the eomplminl;, including rates that will be in effect until the matter is disposed of, 
FOP clarify, the Commission mag aeeepd a complaint 6led by an individud Shipper or 
other interested party, as well as by the ShippersT~ommiltee, 



7-0 OTHER ISSUES 

7 , l  ERective Date of Approval sf I993 Tolls 

lnfuure a;rsalicca~om, the comission shuld ~SSW an interim order b allow toils lo be ehrged 
on an l'nre~m bash pending t k f i a l  &c&bn on lk wplr'cnfinfion, Wkae an imreme is sought, c k  
exisn'ng lowr  razes shuld remain in efeet unzr'l a final decision on the increase. For chis 
apiplicadon any atljwmenr s b d d  be fleelive lp 1993- 

Trms E/lount&n. has k e n  ehagng the tolls set out in the AppEea~on since the begming of 1993. Qn 
October 4,1993, rlae A k h e s  rquescecl &at Trans r u l o u n h  be led m charge only the 1992 rates und 
1993 rates are approved. The ssion's l e ~ e r  of C)etokr 8, 1993 stated &at ehwdng applied-for 
rrares in acivsrnee of ob ion approvrrl has not bee 
reelated under the fipeline Act and it was not the htenfion of 
rke oppr(iunity to e m  a reasonable remm for 1993, The at& that it had defemed 
approvd of' 1993 rates so &at the Ahlines md Trms M o l a n h  could resolve outstm&ng issws. In help 
Beeember 16, 1993 lerter, the Ak1ines stated h a t  bey were not see&lag to make approvat of the tolls 
being charged m issue, provi&ng 1993 tolls &at result from the Applica~on are effective eo 
January 1, 1993. 

At the January 11, 1994 meefing, all p h e s  e o ~ m e d  h e k  agreecnent that new tolls resulfinng from a 
decision on the Applieafion which incoqorard b e  m B k  dedsion far the parent eornpmy shomld k 
effective Janreq 1, 1993. Noting &at the mB decision was release$ only recently, the Co 
agrees wi%k the Aiirlines' request that any refund hclude e ng charges, Trms M o u n t ~ n  at the meehg 
and the Skippers by subsquent correspc""dence have stat& &at hey prefer any refund for 1993 to k a 
one-fime payment. 

The Commission endorses the use of a forward test year and &be ecrllectiorr by Trans 
Mountain of applied-for toils, subject to refund of any overpayments that result relative 
"t orthe rates that are subsequently approved by the Commission. The Commission 
directs Ihal: the new 1993 tolls are @fictive from January 1, 1993, that the refund 
resulting from the new koIIs for 1993 will be handled by a timely single repayment to 
Shippers and that the refund will inelude interest at the Applicant's average cost of 
unfunded debt. 



7 , 2  Need for an Audit 

For ~ k s e  reasons, fk Comission shuld 
this ;rand previotls aip3lica~om to assure Shippers ihr the aecoundng praen"ces a d  appll'ean'on cpf 
rbse praen'ees L in order, 

Since Trans M o u n ~ n k  finmeid sBtenaene are au&td each year by external au&tors, it would not tre 
ssion to hke consulrants to dqlplicare ~s achon. However, Shippers eoujfd 

knefir &om a revjiew of he  AmEcant's regulatory aceounhg prac~ces, Bepenhg  on its scop, such a 
review could be expensive. All of the Shippers have stat& that the maMer should be &seussed by the 

ittee. The Cornmission directs the Shippers* Committee to consider the 
need for and scope of ;a review of Trans Mountain" regulatory accounting practices and 
to file a request with the Cc)mmission if it wishes to have such a review carried out, 

7,3 Flow-Through Taxes 

At the J m u q  11, 1994 meehg, it was agreed that, h m  1993 onward, Trms Mountain will adopt the 
ineorne tax methcrdology chat the mB deternines for the parent company, Alternatively, the Skippers' 

ttee could make fmher sub~ss ions  to the Co ssioioa regar&ng this matter. The I\TEB decision 
of February 7, 1994 dhected to calculate iineom taxes on a flow-through basis eo 
Jmuabgr 1, 1993, 

The Commissicrnr directs the Applicant to calculate its provision for income taxes for 
1993 and future years on a Elow-through basis, Trans Mountain is directed to discuss 
the treatment of the accumulated deferred income tax balance with the Shippers and 10 

fife a proposan with the Commission by September 30, 1994. 

7 -4  Commission Costs 

ssion has not k e n  bgling its costs to pipelhes that ;ape regulatd on a reporl:hg basis as active 
regulation has not k e n  involvd. However, as the Co ssion noted in its December 8, 1993 letter, h e  
cost 0% dealing ~ t k  the Coqlaint may be billed to "Trans Mountdn. The cost of Ccd 
inelu&ng overheads, to deal with the Applica~on and the Complgnat is cdeulated at $17,'9W. Moreover, 



ssion considers &at the Applicant must s h m  the responsibility for the less than siarJ;sfaeto~y 
tions md w e d n  prwdmes that, in pm, bmugke about the Complht. 

The Commission will bill Trans fVlounlain $17,"760 as its cost of dealing with the 
Application and the Complaint and direets the Applicant to inelude 80 percent of this 
amaunt in the ealeulation of sates far 1993, The remaining 21) percent is to be absorbed 
by Trans Mountain" shareholders, 

7 - 5  1994 Tolls 

On January 31, 1994, "Trans M o u n b  filed a Forwast Slaternenr for 1994 s e h g  out forecast revenues 
a>%& on expected k o ~ g h p u t  md operabjing costs and the tolls ppesenlly k h g  chasgd (i.e, those in rke 
Applica~on for 1993 rates). m e  lpligehe stales it dll prepare an applica~on for apnroval of its 1994 tolls 
u p n  receipt of this Decision and will r e ~ e w  rhe applicaeon wich Shippers and Fde it in accordance wi& 
the p m e d m s  &scussecl at the Jarauary 1 1,1994 meehng. 

The @onrrmissiorr directs Trans Mountain Lo f"nle an application for 1994 tolls that are 
eonsistenl with the directions in this Decision and which are effective commencing 
January 1, 1994, Any wfund resulting from the approved tolls for 1994 will be made 
by a timely single repayment to Shippers and will inelude interest at the ApplicantBs 
average cost of unfunded debt, 



8,0 DECISION AND RESULTING RATES 

In ccsnside&g rke Compldnr and rke AppGea~on, h e  ssion has had to step h to  a situadon where 
regbllarjion on a r e p d n g  basis had &n &e prae~ce for som ~nne. 'The ~-egulacT;on pwess was solnewhat 

, as prwedures and hfomaGon Rows were often n a  well set out or pmderstood by ali the p d e s .  
n i s  u n c e d n q  at ~ m e s  may have slaajined the worluing relabionsbips bemeen Trans Mountain and the 

ssiora has had to rnake somewhat 
decisions a b u t  what consfimted approval in the past and what godon of capital investments 

should be hcluded in rare bse. 

ssion esfimates &at h e  Appliea~on, as mo&fied by the Trans Mountain revisions and the 
adjusments, result in a r o d  charge for defive~es to the in 1993 of approximarely 

$2.55 per cubic rnem or 9.4 pereent Eglher &an rhe average toll in 1992. The ehmge to a now-rhfough 
basis for ineorne taxes and the lower re on rare base have p d a l l y  offset the effect of the substanfial 
capital additions. Subject to the changes and directions set out in this Decision, the 
Commission approves the Application and directs Trans Mountain to recalculate the 
1993 tolls and to file revised rate schedules by April 29, 1994, 

md 
the Complruinc. Regulation on a reporchg basis has the poten~al to ~ d n e e  costs to the Skippers, but 
success of rke pwess  w a  d e p d  on &e eonhnued &ligent efforts and g d w i l l  of all interest& p d e s .  
Subject to the directions set out in this Decision, the Commission approves the 
eorrttirruecl regulation of Trans Mountain on a reporting basis and will only take 
additional replatory action in the event of a complaint. 

DAmD at the City of Vancouver, in the Brovhce of B ~ d s h  Columbia &is day of WIIzch, 1994. 

Dr. Mark K. Jaeead 



SIXTH FLOOR, 900 N O W E  STREET, BOX 250 
VANCOUVER, B.G. VBZ 2N3 

ORDER 

TELEPHONE: (604) 660-4700 
BG TOLL FREE: 1-800-683-1385 
FACSIMILE: (604) 860-1102 

.A34 O m E R  LN R OF bke RpEne Act 
R,S.B.C. 1979, c. 328, as mend& 

BEFORE: M.K. Jaccard, Chgprson;  and 
L.R. B m  Deputy ehairpemn ) Mareh 23, 1994 

A, Cln I)eeemlser 29, 113% T r m  Momtdn B k p f i s e s  of Bhgsh Coluanbia Limited ('Tm") applied mder 
Sedan 44 of the Rp1ine Act, R.S.B.C., c. 328 (""he AaW")o &e B ~ ~ s h  Columbia 'Ut%~es Comrnissicvn 
("&e ComissimW")or approval of a toll increase for ~e ga&e~ng  of jet fuel and its deliveq to h e  
Vancouver Internaganal Airlx~rt ushg its Jet Fuel RplIlne, eEedve J m u q  1, 1993; and 

B, On October 2'9, 1993 Caaadian Airgnes Inlernalional Ltd. and the Vmcouver A i p f l  Fuel Facilities 
CorpomGon (eoHecgvely referred to as ""rke AirhesW")ed a complaint wi& the Commission ouainhg 
several areas of concern involving cihe 1993 tolls applied for by Tm; md 

C. On Ocrober 29, 1993 ~e Convnission requested the Airlines and o&er users of the system, herein 
referreid to as (9'"Spprs9q") ,and Tm to address &e merihod of resdving cihe cornpldnt and the props& 
by rhe Airlhes to have the Commissim beeorne more a ~ v e  in b e  regu to w ~ c h  T m  and 
the SEpprs ~ s w n d e d  &at &e Cornmission shodild e o n ~ u e  to ~e@at p m n g  basis; and 

D. On Bcensber 8, 1993 h e  Comission advisd cke Aifines md the S%rppers &at addidon& cornnnenes on 
tbe T m  1993 ToD Applica~on should be fded d& &e Gomission and scheduled a mee~ng mong 

, &e SEpprs  and Commission s ~ f f  for Jmuary 1 1, 1994; md 

E. On January 10, 1994 W E  advised the Commission that its acmd 1993 Woughput was approximately 
6,s prcent lower rinm foreeast and that an adjusment to 1993 tolls would be required; and 

F, FoUowkg the January 11, 1994 mee~ng, the Commission has comidezd T m ' s  Applica~on, idonna~on  
Ned regarding the Complaint and ober suppfling information, and finds that a decision on the Toll 
Applica~on is in accordance willh the requirements of the Act, 

NOW mEIBEFORIE the Commission orders as follows: 

1. TNIE"s AppBcation dated December 29, 1992 to increase the 1993 lolls on its Jet Fuel Pipeline is 
approved, subject to ihe adjusmenrs set out in the Decision issued concunendy with this Order. 



ORDER 
UMBER P-2-94 

2. wi1 file d.Lk &e Commission by ihp~l2.9, 1994 its mtes and tolls e f f e ~ v e  January 1, 1993 and will 
EM overpayment  mom^ to Sh;ipprs as sb out in lllre Beision issued eoncumnay wlia U s  Order. 

3, "Phe Commission d b% $IT760 as its cost of de&g wi& the Cornplknt md T m  will include 
80 percent of ~s m o m t  or $14,208 in its ealcula~on of 1993 t d s  md the renaawng $3,552 will be 
absorbed by T m s  shareholders. 

4. e an appGearjirtn for Comissiorn alppmval of ,fe 1 9 4  totolls as set out in &e Dedsiow issoad 
~& tttuis Order, 

5 .  and the SMpprs will hp1ement &e seved directives to reviralize &e ShippersTonarnitlee md 
hpmve eornmdea~om &at a eonmed in ~e Decision issued coneurnenfly wi& %his Order. 

ti* me Comission will continue to reflate T m  on a repr thg basis and wlill only rake additional 
regulatory a e ~ o n  in &e event of a eomplajint. 

DATED at. the eliv of Vmmuver, h the mvince of B ~ d s h  Colunrbia, this 2 g-$-k day sf Mmh,  1994. 

Dr. Mabk K, ~kcapd " 
mirgerson 



APPENDIX A 
Page l of 3 

LIST OF EXHDITS 

Trans Mountgn E n t e w s s  of 1Brjifisl.l Columbia LMLed 
App~eahon to &e ssion, dated Decemk 29,192 fop new Toas effee~ve 
January 1,1993 

T m s  Morn- EnkWses of B ~ ~ s k  a l u b i a  L e t &  letter to 
Bull, Housser & T u p p  (counsel for b e  Aklines), 
dared September f 7,1W3 - respcm&ng to the AkKnesY fion Request #I 

dated a m b e r  18, - r e s p n b g  to rhe Aklines' I don Request #2 

January 1 1,1994 Nleehg 

T m s  Moun& Entevfises of EPIliGsih Colwbia L ~ t d  A p p E e ~ m  d a d  July 3 1 ,192 
for new T d s  effeebve August 1,1W2 

T m s  M o m b  En~eMses of B~f i sh  Colurnba L i ~ r d  l e m  to the Cb 
dared March 19,1993 

T m s  M o m h  Enrewses of Bifish Colmbia L i ~ r e d  letter to the 67s 
dated July 26, 1993 

Bull, bussen: & "Tugper letter to the ssisn, datf August 9, 1993 
- smhg the AkGnes ~ s h d  to contest the To14 Appiljicahon 

Comdssim lener to Bull, Housser & Tuppr, dated August 24, 1993 

T m s  n / I o u n h  Entewses of B ~ ~ s h  Columnbia L i ~ t e s l  lemr to the Co 
dated Septernkr 10,1"393 

Bull, Housser & R p p a  l e ~ a  to rke Go ssion, datd  etober 4, 1993 
- &seusshg the toll tlna should be ckargd 

ssioa lener to Bull, Ilk>usser & "keapper* dard  O c t o k  8, 1993 

ssion l e ~ e r  to Bull, Housser & Tupper, dated. a t o k r  29, 1993 
- xqraeshg e l~ f i ca~orn  of pmpsd for m o ~  acdve regula~on 



LIST OF EXHIIClITS 
(GonCg d) 
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Page 2 of3 

Efibit 
No. 

Bull, Housser B T u p p  l e ~ m  to h e  Co ssion, dated Novemh I, 1993 
- respon&ng to Ocmkr 29,1W3 lener 

Bull, Housser blr Tuppr lelfer to Ille Co ssion, datd November 5,1993 

Shell C ssion, d a t d  November 16,1993 

IS DiGsion R p h e  
darecl November 15,1993 

T m s  M o u n a  Enwrjises of B d ~ s h  C o l m ~ a  L ~ t d ,  
ssion, dated November 23,193 

Chevron 

ssion, da td  Novemlser (sic, member)  16, 1993 
- p m ~ ~ g  &rjional c nts 24 

BuLI, Housser & "Tuppr letter to the Co ssion, datd Deeemiber 20,1993 

n learn 10: Trans M o m h  Entewses of Bpji~sh &luroE 
sser and "Fupne~; Chew11 Can& Ljinruitecl, Shell Canada uets; 

d a Prduets BGsion E)jpeG~le Wra~ons ,  
&red Deeernh 22,193 - s e ~ g  our J m u q  11,1994 Meehg  

learn to: Russell & Burnoulh; Tms  Morn& Entqfises of 
mbia L,%ted; Bull, Housser and Tuppq Chewon k a d a  L 

Shell Canada L a t d  &due@; Pe~reCmada fi&ucts; md h ~ ~ d  02 
Di~sion Rpelim Operafions, da td  dmw 20,1994 - &seusshg need for and 
cost of ~ ~ e w  offeehtopy aceomhg lprae~ees 

Shell Canada L a t e d  learn to the ssion, &te$ January 27, 1994 

r"e&eCanaada I)rodue@ leaer to the C?. ssion, e l a a  January 28, 1994 

uers Division R p h e  +ra~ons Ienm to the @o 
dat& J m u q  28,1994 
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LIST OF EXHIBmS 
(Conrt") 

Chemn Cmada LSced letm to the ssion, dated Rbruary 1 1, 1994 

Bull, Housser & Tuppr IeMer to the ssion, & t d  J m u q  28,1994 

s of Bfibh ColmEa L i ~ r e d  l em to &e - requeshg use of acmd 1 9 3  rkrougjhnut to edeulale r d s  

s of BI.lirjish Columbia L~red 
n, &ted January 3 1,1994 

dared F e h q  10,1994 - f i k g  F e h ~  7,1994 ME3 t>&shn for Trans M a n &  
Rp Lhe Company LI&, 

Trans IVloun& Entewses coE Briibsh C o l m ~ a  L i ~ d  letkr to the Cb 
&ecl M m h  15,194 - ffing ~eedeulacecl1993 rolls 

Nafional Energy Boarr9 Order I\To, TO-3-92 - es&bEsKng roll adjusrsnent ~ g g e r  
m w h ~ s r n  fm Trans M o u n b  Rpe Line Gompmy Lid. 

Bull, Housser & Tmpp lener to the Co ssionn, datd M m h  18, 1994 

Exkjibit 
No. 

ssisn Memoranda 
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