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2. What is the true cost of the Northwood bypass alternative? 
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PROVINCE OF BRmSH COLUMBIA 

ORDER OF THE LIEUTENANT GOVERNOR IN ~OUNCIL 

Or.itr ifl CouflCII No. 5 5 2 , Approvtd •nd Ordt1W w.R. 19.1987 

/~· 

Executive Councll Chamber&, VIctoria w.R. 1at987 

On the ~mmende.O.on of the u.ndmirned, the Lieuttne.nt Governor, by a.nd with the advl~ and 

co nun~ ot the ExKuti ve Counell, ordera t.ha.t 

1. Every u.nderta.ldnr or a klnd t.ha.l oons!lt1 or the bulldinr or a na.tU::al ru pipeline Cor the 

tran.aportaUon of naturt.l PI !rom !acilillu b.lonrlni to Wu~out Tranamiuion Compe.ny 

Limited ("oompa:ny") to a.ny plant it dealrnat.ed u an u.ndcrt.a.kinr •irniliunt ln the ma.tter or 

erarr:y. 

2. Section 1 appllu only when t.ltarne.tt {ac!lltlea, reB'UIII.led u a public uUllt.y under the UtUiiil• 

CoMMiui.on Act, exlJt tor the Lra.naportaUon or natural ru !rom fe.eillti.u of t.ht comp&ny to thtt 
. plant. 

,./'! 

,.]JJ_~ ~ 
~~ol(t.er ofEneri[Y, Mlnu e.nd Petroleum 
'Ri 1-0 W"eftl 

Aulhorllfu.odarwll.l.c., Or-dula&ad•: 

the Eucutlve CoWicll 

Act 'lXI ~cnu-............. 11\.llliie..a.Cann:niu!.on Act.,.uetinn lS.Cd e.llnii.L:>n.o.t.'r:eBUld..ed Jl.t"qjecl.L .............................. . 

Other (~):-.•••••••••••• , ................ ~ ..... 4 ..... , •••• t····· .. , ~~ ,, ..... y. ...... .; .............. , ............................ ,, ................. j., ........... . 
J:x.u:ata.d l:tr: ................... ll.B • .M.a.e&ulay. ........ t/? p.~l\ .. ~~ ............................................... .. 

(A 'l O.Mrttlturt.i,.,r) { 

Man:h 16,1987 · 15WS7/ua 



Province of 
British Columbia 

MINISTRY OF ENERGY, MINES 
AND PETROLEUM RESOURCES 

1987:10 

RELEASE 

March 19, 1987 

PROVINCE DECLARES JURISDICTION IN PIPELINE BYPASS ISSUE 

Victoria, B.C. - The provincial government has taken 

steps to protect its jurisdiction over an issue which arises 

out of natural gas deregulation - the ability of large 

industrial users to bypass local gas distribution systems. 

"However, rather than use its regulatory powers, the 

province would prefer utilities and industries to work out 

mutually satisfactory arrangements themselves," said Energy 

Minister Jack Davis. 

Under deregulation, large industries can buy natural gas 

at source and have their gas moved by the main pipeline 

company acting as a common carrier. Such industries now have 

a choice: they can buy gas directly and have it delivered 

via a bypass from the main transmission pipeline, or they can 

continue to buy from the local utility as before. 

"The National Energy Board recently ruled that utility 

bypass sales are subject to federal regulation, but British 

Columbia maintains bypass arrangements are a provincial 

matter. So, by cabinet order, we have asserted provincial 

,jursidiction in this area," Davis said. 

Effective immediately, any bypass proposal is d~signated 

a "regulated project" under the B.C. Utilities Commission 

Act. An industry proposing to build a bypass pipeline must 

therefore obtain an Energy Project Certificate from the 

Minister of Energy, Mines and Petroleum Resources. 

/2 ... 
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"We are not opposed to industry making its own bypass 

arrangements," Davis said. "However, other gas users

residential, commercial and small industrial - benefit if a 

compromise can be reached, and industry can save the cost of 

building a bypass pipeline." 

Until recently, British Columbia has required that all 

gas sold in the province be sold through a utility such as 

B.c. Hydro and Inland Natural Gas. "Given our commitment to 

deregulation, we now must allow the bypass alternative," the 

minister said. "Bypass arrangements have been proposed 

elsewh~re in Canada to reduce the cost of gas to industry, 

and in order to be competitive we must allow similar 

market-oriented practices here. 

"If large industries and utilities can negotiate 

contracts which reflect the true cost of service to all 

categories of customer, we will have achieved the best of all 

possible worlds. All users will be treated equitably and the 

advantages of location will be captured by energy-using 

industries in British Columbia." 

The government's action has an immediate effect on two 
Prince George-area industries. Prince George Pulp and Paper 

and the Husky Oil refinery want to build four miles of 

pipeline to bypass the Inland Natural Gas system in the area. 

If the companies cannot negotiate a satisfactory arrangement 

with Inland, the bypass line will be built. But construction 

cannot proceed without an Energy Project Certificate from 

'victoria. 

"The legal requirement of a Project Certificate ensures 

that provincial jurisdiction is protected in such cases," 

Davis said. 

- 30 -

For further information: 
Jake Banky, Director of Communications, (604) 387-5178 



IN THE MATTER OF 
THE UTILITlES COMMISSION ACT 

s.B.c. 1980, c.6o 
(hereinafter 11 the Act") 

and 

IN THE MATTER OF APPLICATIONS 
FOR ENERGY PROJECT CERTIFICATES BY: 

. 

APPENDIX B 
Page 1 of 3 

1) NORTHWOOD PULP AND TIMBER LTD. ("Northwood"); 
and 

2) PRINCE GEORGE PULP AND PAPER LTD. and 
HUSKY OIL OPERATIONS LTD. ("PG Pulp/Husky") 

TO CONSTRUCT AND OPERATE "BYPASS" PIPELINE 
FACILITIES FOR THE TRANSHlSSION OF NATURAL 
GAS FROM THE WESTCOAST NATURAL GAS MAINLINE 
TO THE APPLICANTS' INDUSTRIAL FACILITIES IN 
PRINCE GEORGE. 

DISPOSITION OF APPLICATIONS AND 
TERMS OF REFERENCE FOR REVIEW 

BY BRITISH COLUMBIA UTILITIES COMMISSION 

WHEREAS, pursuant to Section 16 of the Act, Order in Council 
No. 552, March 18, 1987, designates every undertaking of a 
kind that consists of the building of a natural gas pipeline 
from Westcoast Transmission Company Ltd. (Westcoast) 
facilities to any plant as an undertaking significant in the 
matter of energy if alternate facilities exist for the 
transport of the natural gas from the Westcoast facilities 
to the plant~ 

AND WHEREAS, pursuant to Section 18 of the Act, two 
Applications for Energy Project Certificates for such 
pipelines were made to the ~1inister of Energy, Mines and 
Petroleum Resources by Northwood and PG Pulp/Husky; 

. 
NOW THEREFORE, pursuant to Sections 19(l)(a) and 20 of tbe 
Act, the Minister of Energy, Mines and Petroleum Resources, 
with the concurrence of the Minister of Environment and 
Parks, refers to the British Columbia Utilities Commission 
(the Commission) for review, by consolidation into one 
hearing, the aforementioned Applications. The Commission 
shall submit a report and recommendations to the Lieutenant 
Governor in Council after hearing the Applications in 
accordance with the following: 



- 2 -

I. Objective 

APPENDIX B 
Page 2 of 3 

To recommend whether the Energy Project Certificates applied 
for by Northwood and PG Pulp/Husky should be issued and, if 
so, under what conditions. 

II. Guidelines 

The Commission is directed to review: 

1. the financial and economic costs and benefits of the 
proposals as they would affect: 

a) the Applicants; 
b) Inland Natural Gas Co. Ltd.'s {Inland's): 

i) total gas sales, excluding natural gas for 
vehicles 

ii) residential, commercial, and small industrial 
customers 

iii) financial position; 
c) the franchise fee levy, utility taxation levy, and 

the property tax levied on the proposed pipelines by 
the City of Prince George and Regional District of 
Fraser-Fort George; and 

d) the Applicants' income tax payable to British 
Columbia and Canada. 

2. the continuing availability of the curtailment privilege 
as proposed by the Applicants. 

3. safety and environmental factors. 

4. possible options to the bypass pipelines, including 
rate-making principles and possible incentives. 

5. the rates and conditions that, in the opinion of the 
Commission, Inland should accept to keep the Applicants 
on the Inland system. 

6. any other material matters. 

III. Approach and Timing 

The Commission shall hear the Applications in public hearing 
and solicit comments from interested parties. The 
Commission shall expeditiously submit its report and 
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recommendations to the Lieutenant Governor in Council. In 
the event that there are impediments to the expeditious 
review of the Applications, the Commission shall advise the 
Minister of Energy, Mines and Petroleum Resources and 
indicate how government may assist in expediting the review 
process. 

Order in Council 552/87 and ten copies of each Application 
are transmitted to the Commission with this Disposition and 
Terms of Reference. 

ack Dav1s 
Energy, Mines 

Petroleum Resources 

Honourable Bruce Strachan 
Minister of Environment 

and Parks 

Dated this ~ of June, 1987. 
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$1,100,000 IORTHiOOD PULP 
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0 .Ot 0 
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3,032,900 

0 

1990 1991 

3,032,900 3,032,900 
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1992 1993 1991 1995 

3,032,900 3,0Jl,900 3,032.900 3,032,900 

S1,10o,ooo rmsmu 
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3,032,900 

PAGE 1 

Total 

30,329,000 
0 
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so.mo 
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$0.0587 
0. 2630 
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50.0587 
0.2630 
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0.2630 
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0.2630 

$0.0587 
0.2630 
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0. 3217 
(0.26301 
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10.2630) (0.2630) (0.26301 (0.2630) 
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$0.0587 
0,2630 
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(0.26301 

$0.0587 
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$0.0587 
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um 
(0.26301 
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0.2630 

0. 3217 
( 0. 2630) 
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Bal.Frd. 

30,329,000 

0 

BYPASS ANALYSIS 
$1.100,000 RORTHiOOD PULP 

REVEBUE - REDUCED GAS PURCHASE COSTS 

1997 1998 1999 2000 2001 2002 2003 

3,032,900 3,032,900 3,032,900 3,032,900 3,032,900 3,032,900 3,032,900 

0 0 0 

S1,10o,ooo rmmm 
PAGE 2 

2004 2005 2006 2007 Total 

3,032,900 3,032,900 3,032,900 3,032,900 63,690,900 

0 0 
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0.2630 
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$0.0587 
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$0.0587 
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(797 ,6531 

50.05!1 so.om 
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1197, 653) 

$0.0587 

S975.w 

(797,6531 

$0.0587 

$975, H7 
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$0.0587 
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BYPASS ANALYSIS $1.100.000 rmmm 
$1.100,000 NORTHWOOD PULP PAGE 3 
SUMMARY 

Line 
lio. Particulars 1987 1988 1989 1990 1991 1992 1993 1991 1995 1996 Total 
---• ----------------------------------- ----------- ------------ ........................... ,.. .,. ....................... .., .. ----------- ............................... ----------- ... ,.. ... w ,.. ............... ,.. ----------- ,.. ... .., ........... ,.. ___ ,..,.. ... ,..,..,..,.. .................. 

1 
2 

Avoided Jnland/VCT costs Sl.m,m $975,717 $915,111 $915,7(1 sm,w $975,147 $975,747 $975,747 $975,717 sm,m S10,192,0l2 

3 Incurred iCTL costs !797 ,653) 1197 ,653) (797 ,653) (797 ,653) (797 ,6531 (797 ,653) (797 ,653) (797 ,653) (797,6531 (797 ,653) (7,976,5301 
4 ----------- ------------ .............................. ----------- ----------- ............................... _______ ..,. ___ ----------- ----------- ----------- -------------
5 
6 Total available 
7 

612,646 178,091 178,091 178,094 173,091 !7B,09( 178,091 178,094 178,091 m,m 2,215,492 

8 Operating & maintenance 
9 

(30,000) (]0,0001 (30,000) (30,0001 fJO,OOO) (30,000) (]0,000) (30,000) (30,0001 (30,0001 (300,000) 

10 Property taxes (8' 269) ( 8, 269) (8 ,269) (8, 269) ( 8' 269) (8' 269) ( 8' 269) (8,2691 ( 8,269) (8 ,2691 (82 ,6901 
11 ----------- ------------ ----------- ----------- ______ .., ____ ----------- ----------- ____ .. ______ ----------- ----------- -------------
12 
13 

Inco1e before tax . 574,377 139' 825 139,825 139,825 139,825 139,825 139,825 1351825 139' 825 m,m 1,832,802 

H Interest (55,000) 
15 

(52,250) (49,500) ( 16,750) IU,OOOI (41,250) (38,500) (35,750) (33,000) IJUSOI 1426,2501 

16 
17 ----------- ------------ ----------- ----------- ----------- _______ .,. ____ ----------- ----------- ----------~ ----------- -------------
1B Taxable Jncole 519' 377 81,575 90,325 93,075 95' 825 98,515 101' 325 101,075 106' 825 109,575 1. 406' 552 
19 Capital Cost Allowance ( 20 ,900} ( 40 ,96() ( 39' 3251 ( 31 '152) pu121 (34,793) ( 33' 401) (32,0651 ( JO, 782) 129,ml 
20 Incc~e Tax (163,6821 (19,1881 120,558 (21 '709) 22, 767) (24,039) ( 25 ,601) (27,111) (28,6611 I 30 .!bll (383,8071 
11 ----------- ------------ ----------- ----------- ----------- ----------- ----------- ----------- ________ ... __ -------~ --- ____ .... ________ 
22 Oj:erating cash flow 355,695 68,087 69' 767 71.366 7 3' 0 58 71,536 75,721 76,931 78,16( H,m 1. 022, H5 
23 EqUl ty (550,000) 1550,000) 
H Debt repytent ( 27' 500) (27,5001 (27,500) (27,500) (27' 500) (27,5001 (27,500) (27,500) ( 27' 500) (2i,50D) 1275 ,000) 
25 ----------- ------------ ----------- ----------- ----------- ----------- ----------- ______ .,. ____ ----------- _____ .. _____ ---------·~---

26 Net cash flow 1221,805) 40' 581 12,267 4).866 15,558 17,036 u,m 19, lJl 50' 664 51.9H 197.715 
n =~========= =~~========= =========== ==========:: ====-======= ::.:::::::::::::::::::::: =========::= =========== =========== :::::::::::::::::::~:::::- ============= 
28 
29 Income tax rate - curre:Jt ll.870t 11.810% 40.310\ 39.140\ 38.210\ 37.6m 37.690\ 37.690\ 37.690\ 37.690\ 
JD 
31 Debt repaymcJt & interest 
32 Debt- B.O.Y. 50. 00\ 550,000 522' 500 495,000 167,500 HO,OOO 412,500 385,000 357,500 330.000 )02,500 
lJ Rep?ymen: over 20 years (27' 5001 (27,500) (27,5001 (27,500) (27,5001 (27 ,500) (27,500) (27,5001 (27' 5001 (21 ,5DOI 
34 ----------- ------------ ----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
JS 
36 

Debt- E.O.Y. m,5oo m,ooo 467,500 110,000 412,500 385,000 357,500 330,000 302,500 275,000 

J1 
38 Interest I 10\ 10.00\ 55,000 52,250 49' 500 16,750 u,ooo 11,250 38' 500 35,750 33,000 30,250 
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Particulars 

Avoided Inland/iCT costs 

Incurred iCTL costs 

Total available 

Operating t aaintenance 

Property taxes 

Inco1e before tu 

Interest 

Taxable Incose 
Capital Cost Allowance 
Incoae Tax 

Operating cash flow 
Equity 
Debt repayment 

let casb flov 

Incoze tax rate - current 

Debt repayment t interest 
Debt - B.O. Y. 
Repaytent over 10 years 

Debt- E.O.Y. 

Interest I lO.OOt 

IPV of cash flow 1987 to 2007 

BYPASS ANALYSIS 
$1.100,000 1/0RTHIIOOD PULP 
SUl!l!.UY 

Bal.Frd. 1997 1998 1999 2000 2001 

$10,192,0:12 $915,747 $975,747 $975,H7 $975,747 sm,w 
(7,976,5301 (797 ,6531 1797,653) 1797,653) (797,653) 1797 ,653) 

2002 2003 2004 

$975,747 $975,747 $975,717 sm.w 
1797,6531 (797 ,6531 (797 ,6531 (797 ,651) 

2006 

$975,717 

(797 ,653) 

suoo. ooo rmmm 
PAGE I 

2007 Total 

$975,747 $20,925,239 

1131 ,653) 116,750,7131 ------------ ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ------------
2,215,192 178,091 178.091 178' 091 178,091 178,091 17S,094 171' 094 178,094 118,094 178,091 178,094 4,174,526 

1300,0001 130,0001 (30,0001 130,000) (30,0001 (30,000) 130,0001 130,ml (30,000) (30,0001 (30,000) 130,000) 1630,000) 

(82,6901 ( 8, 269) (8 ,269) (8 ,269) (1,269) (8,2691 (8,2691 (1,269) (I, 269 l (8.269) (8,2691 18' 269) (17J,6U) 
------------ ----------- ----------- ---------·- ----------- ----------- ----·------ ----------- ----------- ------------ ----------- _________ ..,_ ------------

1,832,802 139,825 139,825 139,825 139,825 139,825 139,!15 139,825 139.825 139,125 139,825 139,825 3,370,877 

1126,2501 127,500) 121, 750) (22,000) (19,250) (16,500) (13, 750) 111.000) (8,250) (5,5COI 12, 750) (577 ,500) 

------------ ----------- ----------- --------·-- ____ ._ ______ ----------- ----------- -·--------- ----------- ----------- ----------- ----------- ------------
1,406,552 112,325 115,075 117,825 120,575 123.325 126,075 128,825 131,575 131.325 137,075 139,825 2, 793.377 

128,369) (27,2311 (26, 145) 125,0991 pi,0951 pu
311 puo6J p1.318) (20,165) 119' 6171 118,861) 

{383,8071 (31,643) 133,107 131,551) 35,985 31' 100 38,800 10,185) 11. 556) 112,9141 111,259 ( 15, 591) 1809,801) ------------ ----------- ----------- ----------- ----------- ----------- ----------- ... __________ ----------- ----------- ----------- ----------- ------------
1,022,715 80,682 81,968 83.211 84,590 85,925 87,275 88,6(0 90' 019 91,111 92,816 91,234 1. 983,576 

1550,000 j 0 (550, 000) 
(275,000) fl7,500) 127,500) 127' 500) 127,5001 (27.500) 127,5001 (27' 500) (27,5001 127,500) 127,500) 0 (550 ,000) ------------ ----------- ----------- ----------- ----------- ----------- __ ... ___________ ,.. ____ .,. __ ----------- ----------- ----------- ----------- ------------
197,745 53,182 54,468 55,771 57,090 58,125 59.775 61.140 62' 519 63,911 65,316 94.234 883.576 

============ =========== =========== =========== ======-===== ::::::====== =========== =========== ====::::::::::.: ======::==== ======::==== -=========== ===::=======~ 

31 .690t 37.690t 37 .690t 37.690\ 31.690\ 37.690\ 31.690% 37.6m 37.mt 37. 690t 31. 690t 

275,000 241,500 220,000 192,500 165,000 137,500 110' 000 82,500 55,000 27' 500 
127 ,500) 127,5001 (27 ,5001 127,500) (27,500) 121 ,500} 127,500) 127,5001 (27,500) (27. 500) 

----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
211,500 220,000 192.500 165,000 137' 500 110,000 8 2' 500 55' 000 27 ,iCC 0 

27.500 21,150 22' 000 19,250 16,500 13' 750 11,000 8,250 5, 500 2 '750 

15 .000' $0 
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P. l/1 

. 
Or.4"r · ' 

".. H'l Cou · ~ 
.Phor:~.,; (604) ;c~l Ortice 
fax: (G04) 

3 
7-4376 

To: f? 87-434? J.-. 

Prot:J: \0 L1 {loJ.. LlA:? 
Pit~o~, i.~J (f/vr ... f.l.._; 

A£PROVUD AND OkPERED D£C. 10.1987 . I 

-----~~~·-i;;re,)i,t:ij"Q~;;fll), 

cncvTI't't coul"ca. cu .. Mt~t•s. v,c1o'"1• OEC. -9.1987 

On Lhc recommendation O[ the un<.lctsigncl.f, the Lieu!en~ni·OOYcrnor, by ~nl.l "'ilh the advic:c a~:~d COIISCnl 

u! the Eucuti•c Couocil, orc.leu tblt 

./ 
WHEREAS, pursu~nt to Order in Council 522/87 and pursuant to 
Sections 19(1) (a) and 20 of the Utilities Commission Act, the 
Minister of Energy, Mines and. Petroleum Resources, with the 
concurrence of the Minister of Environment and Parks, referred 
to the aritish Columbi~ Utilities Commission (the Commlssion) 
for review an Application for an !:ner9y Project Certificate by 
Nortn•ood Pulp and Timber Ltd. (Northwood) ; 

and' 

WHEREAS, the Commission has submitted· a Report and Recommendations 
to the Lieutenant Governor in Council after hearing the Application 
~:f Northwood; 

and 

Wlif:PXAS, the Commission has recommended tha.t an Energy Project 
Certificate not be granted to Northwood, .. provideii that Inland 
Natural Gas Co. Ltd. (Inland) prompt!~ offers Northwood a transport
ation cont.r~ct with the rates and conditions specified in Chapter 6 
of the aforementioned Report ilnd Reeommen<lations: 

THEREFORE, the Lieutenant Governor in· Council, pursuant to Section 2 
of the Utilities Commission Act, orders that the Energy Project 
Certificate applied for by Northwood be refused. 

R OF EXI:CU'l"IV!: 
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