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1.0 INTRODUCTION
11 Background

PacificNorthern Gas Ltd. (PNG) filed its Application for a Certificate of Public Convenience and Necessity (CPCN)
to construct and operate an interconnecting transportation pipeline (Interconnecting Pi peline) of approximately
8 kilometres (km) between Kitimat and Douglas Channel. PNG proposes to construct eithera 10-inch diameter
or a 30-inch diameter pipelineforthe transportation of natural gas from the terminus of PNG’s existing pipeline
in Kitimat to proposed liquefied natural gas (LNG) project sites on the Douglas Channel. The pipeline is being
constructed to allow service related to Transportation Reservation Agreements (TRAs) executed by PNGto be
provided by this Interconnecting Pipeline. One TRA is with EDF Trading Limited (EDFT) and relates to the
proposed Douglas Channel LNG project (DCLNG) while the second TRA is with Triton LNG Limited Partnership
(Triton) and relatesto the proposed Triton LNG project. The decision of whetherto build a 10-inch or a 30-inch
diameter pipeline will be based on the certainty of projects which will be determined subsequent to granting the
CPCN.!

This Application filing follows the Commission’s recent acceptance and approval of a Firm and Interruptible Gas
Transportation Service Agreement (GTSA) between PNG and EDFT which was granted under Order G-5-15 on
January 15, 2015. The EDFT GTSA stipulatesthat PNG’s existing 10-inch diameter gas pipelinetoitsterminusin
Kitimatis to supply transportation services for the DC LNG project. ’

1.2 Approach to the decision

Thisdecisionisunique inthatdue to circumstances related to the timing of Final Investment Decisions (FID)
being made on eitherthe DC LNG or Triton LNG projects, PNGis presenting both a 10-inch and 30-inch option
and has requested the review be expedited. Further, ratherthan filing for approval of whatit considersto be an
optimum solutiontothe need, PNG hasrequested approval to make a final construction decision to build one of
two sized pipelines based on circumstances which will evolve subsequent to approval of this Application.

This Decisionis separated into six sections:

Section 1.0 provides background, an outline of the regulatory process and the requested approvals to be
addressedinthe sections thatfollow.

Section 2.0 provides adescription of the Interconnecting Pipeline project and evaluates the need and benefits of
completingthe projectand the risks associated withiit.

Section 3.0 provides an examination of the key issues that have beenraised within the proceeding that require
Panel review and determinations. Included among these are discussions on approval of both the 10-inch and 30-
inch pipelineoptions, the inclusion of costsin tolls paid by shippers, escalations in operating costs and alignment
with Provincial Government Energy Objectives.

L Exhibit B-1, PNG Cover Letter.
2 Exhibit B-1, p. 2.



Section4.0includes otherissuesincluding public, stakeholderand First Nations consultation, terms and
conditions of transportation agreements and the proposed construction and operating schedule.

Section 5.0 includes the Panel’s determination onthe CPCN and approval of agreements related to this
Application.

Section 6.0 outlines the reporting requirements set out for the execution of the Interconnecting Pipeline Project.
13 The applicant

PNG isa company formed underthe laws of British Columbia (BC) thatis wholly-owned by AltaGas Utility
Holdings (Pacific) Inc. (AltaGas) and has an office locationin Terrace, BCwith its head office located in
Vancouver, BC.

PNG serves approximately 20,400 residential, commercialand industrial customers located in northwestern BC
throughits PNG West division and provides natural gas transmission, distribution and sales services. PNG West's
transmission pipelineis connected to Spectra Energy’s pipeline system near Summit Lake, BC extending
westward tothe BC west coast at both Prince Rupertand Kitimat. PNG West owns and operatesin excess of
1,022 km of transmission pipelineincluding 592 km of mainlinetransmission pipeline and lateral transmission
lines that extend into the various communities served by the Company. PNG states thatin conjunction with the
closure of the Methanex methanol/ammonia facility in Kitimat in 2005 it deactivated its compressor stationsin
Vanderhoof and Telkwa as well as sections of 6- and 10-inch pipeline. These facilities have been maintained for
future use and as PNG preparesits systemto provide service underthe EDFT GTSA, they will be refurbished and
reactivated.

PNG owns and operates distribution facilities for natural gas which includes approximately 950 km of
distribution mains and 690 km of service lines. These deliver natural gas from PNG’s transmission pipeline
systemtohomesand businessesin the BCcommunities of Prince Rupert, Port Edward, Kitimat, Terrace,
Smithers, Telkwa, Houston, Burns Lake, Fraser Lake, Fort St. James and Vanderhoof. PNG West also operatesa
propane vapoursystem inthe town of Granisle serving 150 customers. PNGis also the parent company of Pacific
Northern Gas (N.E.) Ltd., a provider of sales and transportation services to approximately 20,000 residential,
commercial and industrial customersin the northeastern BCcommunities of Fort St. John, Dawson Creek and
TumblerRidge.

PNG statesitcan finance the Interconnecting Pipeline either directly orindirectly through its association with
the AltaGas group of companies. It states that AltaGas has stable cash flow, investment grade credit ratings
(DBRS and S&P [BBB]) and balance sheet strength that provides good access to capital markets for businessand
investment needs. PNGreports that AltaGas shares have an over S5 billion market capitalization and the
company has an approximate $9billion enterprisevalue.?

* Exhibit B-1, pp. 8-9.



14 Approvals sought

PNG seeks Commission approval of the following:

1. Approval, pursuantto sections 45 and 46 of the Utilities Commission Act (UCA), fora CPCN forthe
construction and operation of an 8.8 kilometerinterconnecting pipeline between Kitimat, British
Columbia, and the Douglas Channel area, consisting of either:

()  A10-inchdiametertransportation pipelineand related compression and metering facilities, or
(i)  A30-inchdiametertransportation pipeline and related compression and metering facilities.

2. Approval for PNGto make a final construction decision between the 10-inch diameter and thirty 30-inch
diameter pipeline alternatives based on the final investment decision made by DCLNG and the financial
commitments of other project proponents, subsequentto which PNGwould file acompliance report
with the Commission on the decision made;

3. Approval, pursuantto section 58 of the UCA, forthe Interconnecting Transportation Reservation
Agreement (TRA) between PNG and EDFT dated January 23, 2015 including the form of TSA attached
thereto; and

4, Approval, pursuantto section 58 of the UCA, forthe Interconnecting TRA between PNGand Triton dated
July 22, 2015 including the form of TSA attached thereto.

PNG submits that the approvalsitseeks areinthe publicinterestand will allowitto put in place the
infrastructure and rate structure necessary to support the advancement of the DC LNG and the Triton projects.
In addition, these projects greatly improve the likelihood that all PNG customers will realize future rate benefits
underthe EDFT GTSA.’

15 Regulatory process

PNG states thatregulatory approval of the Application isrequired by September 30, 2015 to meetthe decision
making timelinesimposed by DCLNG, its customer. DC LNG anticipates makingits FIDin the fourth quarter of
thisyearand as a requirement, regulatory approvals forthe Interconnecting Pipelineneed to be in place.
Accordingly, the Company has requested an expedited review of the Application. Subsequentto this PNG, in
response toBCUC IR 1.8.3.1 indicated thatitdid not believea Commission decision on or before October9, 2015
would materially impact this FID. °

On July 22, 2015, the Commission by Order G-122-15 issued the Regulatory Timetable outlining the initial dates
forintervenerregistration and one round of information requests (IRs). In addition, the Commission requested
interveners provide commentin writing by August 11, 2015 on whetherawritten process ora combination of
written and streamlined review process (SRP) was preferred to review the Application. On August 14, 2015 by
OrderG-137-15, the Commission amended the Regulatory Timetableforan expedited review process. This
provided fora tight timeline with asecond round of IRs responded to by September 10 and final and reply
arguments completed by September 23, 2015.

* Exhibit B-1, pp. 6-7.
> ExhibitB-1,p. 7.
® Exhibit B-1, Cover Letter, p. 2; Exhibit B-4, BCUCIR 1.8.3.1.



Three interveners registered to take part inthe review of the Application:

e BCPublicIinterest Advocacy Centre, on behalf of the British Colombia Old Age and Pensioners
Organization (known as BCOAPO);
e LNG Canada DevelopmentInc. (LNG Canada);and

e British ColumbiaHydro & Power Authority (BCHydro).

2.0 PROJECT DESCRIPTION AND JUSTIFICATION
2.1 Project description, construction, infrastructure and approvals
2.1.1 Overview

As noted, PNG proposesto finance, construct and operate a natural gas pipeline and related infrastructure to
transport natural gas from the end of its existing mainline located southwest of the Kitimat town site tosites
alongthe rugged west side of the Douglas Channel. The projectis being undertaken at the request of DC LNG
and Triton LNG whose proposed floating natural gas liquefaction facilities w ould be supplied by the
Interconnecting Pipeline The start of construction is, among other conditions precedent, contingent onthe
foundation shipper, EDFT, approving the project and making financial commitments to PNG through the
execution of aService Agreement.’ The target completion date of the Interconnecting Pipeline is July 1, 2017.

2.1.2 Pipeline options

PNG is proposingto construct eithera 10-inch or a 30-inch diameter pipeline. The proposed 10 inch diameter
pipelinewould have a capacity of 36 cubic meters persecond [110 million cubicfeet perday or 110 mmcfd],
sufficientto meetthe requirements of EDFT contract. The upper range of the capacity of the proposed 30-inch
diameter pipeline is approximately 460 cubic meters persecond [1,400 mmcfd], sufficient capacity for both
EDFT and Triton LNG’s proposed LNG exportfacilities located at the same proposed termination point of the
Interconnecting Pipeline. In addition, the 30-inch option could also provide capacity for Cedar LNG whichiis
proposing LNG facilities further south on Douglas Channel.?

The 10-inch option would be supplied with natural gas from the excess capacity on PNG’s existing pipeline under
the terms of the GTSA between PNGand EDFT approved by Commission Order G-5-150n January 20, 2015. As
PNG’s existing system does not have the capacity to supply the 30-inch option, anew pipeline will be required to
provide the additional supply. One option foradditional natural gas supply is PNG’s proposed Looping Project.
This would loop or twin the existing natural gas transmission pipeline between Summit Lake and Kitimat’ for
which PNG has filed a Project Description with the BC Environmental Assessment Office.

The issuesrelated to whetherthe Panel should granta CPCN allowing PNGto make a decisionata laterdate as
to whetherto move forward with a 10-inch or a 30-inch option will be discussed furtherin Section 3.1.

7 Exhibit B-1, Appendix D, Article 5.1.
® Exhibit B-4, BCUCIR 1.2.0, pp. 4-6.
? Exhibit B-1, Section 3.5, p. 19.



2.1.3 Pipelinerouting

The proposed pipeline route traverses Haisla Nation, Crown and privately held lands..*° The route starts at the
terminus of PNG’s existing mainline nearthe former Methanex site and heads west forapproximately two km. It
thenturns south forapproximately seven kminitially paralleling the west side of the Rio Tinto Alcan facility and
then continuingalongthe west bank of Douglas Channel. The initial two km section of the proposed route is
located inan industrial area with existing and proposed infrastructure.

The proposed corridoris geologically constrained and several other pipeline proponents have aninterestin it.
Therefore, acorridor study has beeninitiated by the Ministry of Transport (MOT) to provide recommendations
on a common corridor takinginto account critical utility and road infrastructure required to serve south Douglas
Channel aswell asthe needs of the proponents. In addition, PNG hasinitiated aJoint Corridor study along with
Chevron Canadaand Cedar LNG (a subsidiary of the Haisla Nation) to find acommon corridor that can meetthe
needs of other pipeline proponents. The completion of the study is expected in September of 2015 at which
pointit will be shared with the MOT. It is expected to form critical inputinto the MOT study to be will be

released laterinthe fall..**

The issuesrelated to pipeline routing are discussed furtherin Section 4.1.3.

2.1.4 Construction andinfrastructure

The projectinfrastructure consists of a pipeline, acompression station and metering facilities. The pipeline is
eithera10-inch or a 30-inch buried steel pipe with amaximum operating pressure of approximately 6,100
kilopascals (kPa) [900 pounds persquare inch]..*”

The compression stationisabuildinghousingacompressor unit which consists of an electricorgas motor
drivingacompressor. For the 10-inch option, the proposed compressoris estimated to be a 1.1 megawatt [1,500
horsepower] reciprocating or piston type compressor. The compressor power rating forthe 30-inch option
would be approximately 17.3 megawatts [23,200 horsepower] and would likely be a centrifugal or turbine type
compressor.."> PNG states the most likely location of the compressor station is at the old Methanex gate station
at the start of the pipelineroute..**

The proposed meteringfacility is a skid mounted unit consisting of one or more meters and valves located at the
customerdelivery point atthe south end of the pipeline.

PNG is proposing the project be built overtwo summer-to-fall construction seasons with the majorclearingand
grade work occurringin 2016 and the pipeline and facilities construction followingin 2017..** The TRA between

0 Exhibit B-4, BCUCIR 1.9.4, p. 21.

" Exhibit B-8, LNG Canada IR 1.3.3; Exhibit B-1, p. 21.
2 Exhibit B-1, Exhibit 4-4, p. 24.

3 Exhibit B-10, BCUCIR 2.5.1, p. 15.

% Exhibit B-4,BCUCIR 1.9.3, p. 21.

3 Exhibit B-1, Section 4.2, pp. 22-23.



PNG and EDFT contemplates PNG making acommitment to use commercially reasonable efforts to complete the
Interconnecting Pipeline by July 1, 2017.*°

2.1.5 Environmental and social impacts

PNG estimates the construction of the Interconnecting Pipelineis expected to require aworkforce ranging from
200 to 300 positions forboth the 10-inch and 30-inch options. Once operational, PNG does not anticipate the
need forany additional staff to operate and maintain the Interconnecting Pipeline..*’

PNG proposesto use horizontal directional drilling to bore under stream crossings to minimize disturbance of
sensitive stream habitat..®

At the time of the Application, PNG had notdetermined whetheran electricorgas drive would be used to
powerthe compressor. A gas drive compressor would produce significantly more greenhouse and otherair
emissions thanan electric-drive compressor..”

Thisissueisfurtherdiscussedinsection 3.3.

2.1.6 Governmentapprovals, authorizations, licenses and permits

PNG statesthatthe Interconnecting Pipeline project does notfall within the definition of a project required to
file aseparate British Columbia Environmental Assessment application.’® When an environmental assessment is
not required, the lead permitting agency for natural gas pipelinesisthe BC Oil and Gas Commission (OGC)
operating underthe mandate of the Oil and Gas Activities Act. Priorto the start of construction, PNGis required
to obtain a new facility permit from the OGC which will consider PNG’s submitted environmental studies,
community consultations and technical documentation. A Master Licence to Cut is required to start the clearing
of the right-of-way.”*

2.2 Rate design

2.2.1 Rate design principles

PNG adopted the following rate design principles in establishing a proposed rate structure forservice on the
Interconnecting Pipeline:

e Rateswill be paid only by those parties reserving service on the new facilities;

e Rateswill be setto recovertheincrease inthe costof service resulting fromthe construction and
operating of the Interconnecting Pipeline such that there will be negligible rate impacts on PNG-West
customers which do not utilize service on the Interconnecting Pipeline; and

'8 Exhibit B-1, Exhibit 3-1, p. 13.

7 Exhibit B-1, Section 4.4, pp. 24-25.

'8 Exhibit B-1, Appendix F, Physical Environment — Clean Surface Water and Groundwater.
% Exhibit B-10, BCUCIR 2.2.5.

2 Exhibit B-1, Section 4.6, p. 27.

?! Exhibit B-1, Exhibit 4-5, p. 28.



e Rateswill be setto recoverthe capital cost of the facilities overthe term of the TSAs, so that there is no
stranded asset risk for PNG or its customers when the TSAs expire. ”

PNG proposes establishment of a new rate schedule based on these principles to apply toany customer
executinga TSA for service on the Interconnecting Pipeline..”?

Issuesrelatedtorate design are addressedin Section 3.0.

2.2.2 Toll calculations

The calculation method fortoll charges onthe Interconnecting Pipelineis contained in Schedule Dto the form of
TSA with EDFT and Triton (Toll Calculation)..** The Toll Calculation is based on the incremental costs of the

Interconnecting Pipeline and is designed to encompass several scenarios, including the construction of a 10-inch

pipelineora 30-inch pipeline. The Toll Calculation as outlined by PNGin its Application.>* covers three distinct
time periods:

1. Period A: From completion of construction until the shipper’s servicerequest date, where notoll is
applied.

2. PeriodB:From the EDFT service request date until the service request date of a second shipper. Key
featuresare as follows:

e Basedon the costs and feesrequired to constructand operate a pipeline for EDFTonly, with a
capacity of 3,115 10°m3 per day. This isidentified as the Base Toll. The Base Toll is calculated
using the Base Capital Costs, whichisdefinedas: “... either (i) the actual capital cost of the
Interconnecting Pipeline if the Interconnecting Pipeline is constructed with a capacity of 3,115
10°®m?3 perday (the “Base Capacity”); or (ii) the estimated capital cost of an Interconnecting
Pipeline sized forthe Base Capacity if the Interconnecting Pipeline is constructed with a capacity
exceeding the Base Capacity.”

e Anannualstraight-line depreciation rate based on the primary term of EDFT’s TSA, or 20 years.

e Afixed OMG&A charge of $60,000 in 2013 dollars that will be inflated annually thereafter by the
Consumer Price Index.

¢ No Interruptible Charge is payable by the shipper.

3. Period C:From the service request date of asecond shipper until the end of the individual shippers’
respective TSA. Key features are as follows:

e Basedon the costs and feesrequired to constructand operate a pipeline for more than one
shipper, with a capacity of greaterthan 3,115 10°*m3 perday and divided proportionately
accordingto each shipper’s contracted capacity.

e A fixed OMG&A charge of $60,000 in 2013 dollars that will be inflated annually thereafter by the
Consumer Price Index.

e Anannualstraight-line depreciation rate based onthe commencement date of shipper’s
respective TSA until the end of the primary term of the shipperwith the latest end date of its
primary term.

22 Exhibit B-4, p. 34.
2 1bid.
2 Exhibit B-1, Appendix D and E, Schedule D.
25 .
Ibid.



e Shipperswill payanInterruptible Charge equalto 70 percent of the unitdemand charge.

Issuesrelatedto the toll calculations for capital and operating costs are included in Section 3.3. Approval of
AgreementsisincludedinSection 5.0.

2.3 Project need

In the Application, PNGoutlines the justification forthe Interconnecting Pipeline as being necessary to:

e Meeta requestforfirmservice fromacustomeras established in PNG’s application forapproval of the
EDFT GTSA which was approved by the Commission inJanuary 2015; °° and

e Realize the rate benefits for existing customers from providing service underthe EDFT GTSA. Completion
of the Interconnecting Pipeline is an integral infrastructure component necessary for PNG to provide
service tothe DC LNG project;.”’

Subsequenttothe approval of the EDFT GTSA, PNG has identified additional customers who may potentially be
served by the Interconnecting Pipeline, including the Triton LNG project. *®

2.4 Project benefits

PNG identifies that the primary benefits to be realized from the construction of the Interconnecting Pipeline
arise fromthe DNG LNG project securingdemand for existing capacity onthe PNG-West pipeline system that
has remained available from many years. PNG states that “PNG customers have the potential to benefitfrom
the positive delivery rate impacts of increased volume throughput on the PNG-West system resulting from

additional annual demand charge revenues of up to $16.665 million peryear.”.*

PNG outlinesthatrevenue received from customers contracting for service on the Interconnecting Pipeline
(Shippers) will be sufficient to coverall additional revenuerequirements that result from construction and
operation of the new pipeline with negligible impact to existing customers. Todemonstratethe impactto
existing customer, PNG provided a confidential example of PNG’s cost of service and revenues for 2019,
indicating norate impact as a result of the tollsand fees on the Interconnecting pipeline offsetting the costs of
service impact..*

Issues related to project benefitsincluded in Section 3.0.
2.5 Project risks

In the Application and responsesto IRs, PNG outlined the following key project risks:

1. Construction and operations schedule

PNG indicates that the project schedule is predicated on receipt of Commission approval of the CPCN on
or before September 30, 2015 in orderto meetthe DC LNG project proponents’ requirements for

28 Exhibit B-1, p. 12.
7 Ibid.

2 |bid.

2 ExhibitB-1, p. 18.
0 Exhibit B-2-1.



regulatory authorizations priorto the making a FID on the project.*>* PNGstates that the key project risk
isthat receiving Commission approval afterthis date may resultin the DC LNG proponents choosing not
to make a positive FID on their project or to delay theirdecision which could resultin higherproject
construction costs. This could compromise the economics of the proponent’s LNG project and
jeopardize apositive FID..*> PNG understands that securing a positive Commission decision is a critical
milestone for DCLNG to achieve FID. *?

2. Specificprojectrisks

PNG presentsthe specificrisks associated with construction of the Interconnecting Pipelinein Exhibit 4-
4 of the Application and the high risk items are identified in Table 1:**

Table 1 Preliminary Construction Risk Register
P g ] Risk Severity with Existing Controls, Before Risk Mitigation
2 Risk Description o Plan
E 2 (Event undeonsequence OR Cause) (St EsthglComa
z = Consequence Likelihood Risk Level
1 | CLNT |if permission for rock spoil storage adjacent to the R- Community PNG must initiate land 4 Critical 3 Frequently
o-W is not acquired the number of rock spoil haul acquisition discussions with RTA
loads will be extremely high and will possibly restrict and B.C. Gov't asap to ascertain
the construction schedule such that it extends into what land occupation options High Risk
the following construction season. The result would are available for multiple rock
be the in-service date could slip by a year. spoil push outs.
2 | CLNT| Rock grade preparation is delayed due to schedule Construction PNG must ensure that schedule 4 Critical 3 Frequently
conflicts/weather conditions and the necessary critical decisions are
bridges over Anderson and Moore Creeks are not forthcoming in a timely manner
installed ahead of the commencement of mainline and that construction schedule- High Risk
construction. slip mitigation back-up plans are
available and ready for
implementation.
11 | CLNT | Land acquisition for the R-o-W and the Compressor | Legal/Contractual | PNG must be cognizant of the 4 Critical 3 Frequently
Station site in Kitimat may present difficulties due to latest landowner statuses and
conflicting/competitive projects and some the landowner development
landowners that may prove un-cooperative in requirements. High Risk
relinquishing some of their property to land uses
that will restrict their own future development

PNG statesitis comfortable the risksidentified can be mitigatedin orderto achieve timely and
successful completion of the project..*®

3. Financialrisks

PNG submits thatthere are no identifiable financial risks to PNGand its existing customers from the
Interconnecting Pipeline. Thisis aresult of PNGdesigningthe toll calculation so thatall capital and
operating costs are recovered from the shippers, thereby eliminating the risk of asset strandingand
ensuringthat there are negligible rate impacts on PNG’s other customers. *® Inresponse to IRs, PNG
states that shippers executing TSAs must be rated BBB or betterand therefore, only avery remote risk
of a shippergoing bankrupt exists. In addition, PNG considers it reasonable to expect thatit would be
able to contract for firm service with a new party in such an event..*’

PNG states thatthe underlying principle of full cost recovery from the Shippers contracting forservice
on the Interconnecting Pipeline remains the same under both the 10-inch and 30-inch diameter pipeline

3 ExhibitB-1, p. 18.

2 pid.

33 Exhibit B-4, BCUCIR 1.8.3.
3% Exhibit B-1, p. 26.

3 Exhibit B-1, p. 25.

% ExhibitB-1, p. 18.

%7 Exhibit B-4, BCUCIR 1.5.3.



options.*® Inresponseto BCUC IRs 2.1.2 and 2.1.3, PNG states thatgiven there isno immediate
guaranteed benefits to existing customers, the financial risks associated with upsizing the
Interconnecting Pipeline to the 30-inch option will notfall toits existing ratepayers.

The subject of risk will be addressed in Section 3.1.

3.0 KEY ISSUES
3.1 Approval of the 10-inch and 30-inch interconnecting pipeline options

PNG states thatits proponents and potential customers have requested that it be ready from a technical and
regulatory perspective to construct either a 10-inch or 30-inch interconnecting pipeline based on DCLNG’s FID
and on the basis of financial commitments of other project proponents. Once FIDs have been made and there is
certainty on which of the LNG projects will go forward, the Company will be able to determine the appropriate
size of pipelineto be constructed..> PNG submits thatit will only begin construction of the Interconnecting
Pipeline afterit has one or more executed TSAsin place. It further submits that there are noidentifiable
financial risks forthe Interconnecting Pipeline as the risk of stranded assets has been eliminated and there are
only negligiblerate impacts onits other customers due to tolls being calculated to recoverall capital and
operating costs from the Shippers..*

Theissue that needsto be considerediswhether PNG has covered all risks as it has claimed and PNG's
ratepayers will bear only negligible riskin the eventthe Panel approves PNG’s request to make the final
construction decision on eithera 10-inch or the 30-inch pipeline options.

Notingthat EDFT will have aTSA in place before initiation of pipeline construction, the Company states that
payment of transportation service charges starting once the pipeline is completed, willbe assured during the
pipeline construction period. Further, termination of the TSA priorto the end of itsterm will require EDFT to pay
an Early Termination Fee in accordance with its contract. This early termination feeis “the net presentvalue of
all future demand charges payable for service on the Interconnecting Pipeline.” PNGis confident these would be
equal or greaterthan the capital costs of constructing the pipeline..**

PNG statesthatthe TRA with Triton has norequirementforittohave a TSA in place priorto commencement of
the construction of the 30-inch Interconnecting Pipeline. In response to what type of financial commitments
would be required from either Triton oranother proponentforthe projectto proceed with the construction of
the 30-inch pipeline, PNGstates:

At the time of commencement of construction of a30 inch pipeline PNG will have confirmed the
obligation of Triton LNG and/or another project to either pay the Reservation Fee under the
Interconnecting Transportation Reservation Agreement between PNG and that party or to pay

38 ExhibitB-1, p. 18.

3 Exhibit B-1, p. 20.

0 Exhibit B-1, pp. 16-18.

** Exhibit B-4, BCUCIR 1.5.1.
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the demand charges underan executed Service Agreement between PNG and that party for firm
transportation service on the Interconnecting Pipeline.

PNG’s counterparty toa Service Agreement forfirm transportation service onthe
Interconnecting Pipeline must comply with the credit requirement provisions of section 17 of
the General Terms and Conditions. Itis PNG's intention to also require that the obligations to
pay the Reservation Fee underany Interconnecting TRA be secured in the same manneras
payments underthe Service Agreement, priorto undertaking construction of the 30-inch
pipelineoption.*?

With respectto creditsupportrequired from EDFTand Triton prior to the commencement of construction on
the Interconnecting Pipeline and the commencement date of the transportation service agreement PNG makes
the following explanations.

EDF Trading Limited

PNG submits thatit will not commence construction onthe Interconnecting Pipeline until it has an executed TSA
with EDFT. Therefore, EDFT’s tolls on the Interconnecting Pipeline commencing following completion of the
project are assured throughout the period of construction of the Interconnecting Pipeline. In addition, if EDFT
terminatesthe TSA priorto the end of itsterm, EDFT will be required to pay an Early Termination Feein
accordance with the Interconnecting Pipeline General Terms and Conditions regardless of the stage of
completion of the project..*?

The General Terms and Conditions (GT&Cs) attached to the form of TSA with EDFT include the credit
requirements that would be applicable to EDFT as a shipperon the Interconnecting Pipeline..** As at the
effectivedate of the TSA, EDFT must maintain the “Minimum Acceptable Rating,” whichis defined inthe GT&Cs
as follows:

...at leasttwo of the following: (i) “BBB” or better by Standard & Poor’s Financial Services LLC;
(ii) “Baa2” or better by Moody’s Investors Service, Inc.; (iii) “BBB” or better by DBRS Limited; or
(iv) otherequivalentrating(s) from arecognized rating agency oragencies acceptableto
Transporter [PNG]. In cases where ratings of the aforementioned rating agencies are different,
the lowest creditrating shall be used to establish the applicable ratingin respect of any entity.
In the event none of the aforementioned rating agencies publish relevant ratings, Transporter,
actingin its sole discretion, may determine whether the applicable entity would meet the
relevantratings if such rating agencies were to publish such ratings..*’

Creditsupportinthe form of an approved letter of credit may be required subsequent to completion of
construction, depending on EDFT’s credit rating, in the amount of 12 or 24 months of monthly toll charges. In
the eventthat EDFT does not meetthe creditrequirements of the GT&Cs, a guarantee may be provided by a
creditworthy guarantor. .*°

“ bid.

* Ibid.

“ Exhibit B-1, Appendix D, Schedule C, Schedule C: General Terms and Conditions, pp. 2—4.
**Ibid. p.5.

* Ibid. pp.2-5.
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Triton

Thereis no requirementfor Triton to execute aTSA prior to commencement of construction. However, the TRA
with Triton requiresitto pay the Reservation Fee if it does notterminate its TRA 10 days priorto construction of
the project. PNG states that prior to commencement of construction of the 30-inch pipeline itintends torequire
that Reservation Fee and Post Construction Termination Fee obligations be secured inamanneridentical to how
those payments underthe TSAs are secured. .*’

In spite of the assurances offered by PNG, the Panel notes that there are two risks which must be consideredin
making a determination as to whether PNGisto be given the final construction decision as to the size of pipe;

e theallocation of risk of insolvency, bankruptcy orliquidation of interconnecting pipeline shippers; and
e PNG’sobligationtomeetits construction schedule.

Risk of insolvency, bankruptcy orliquidation of pipeline shippers

PNG reportsthat EDFT israted A3 by Moody’s and the likelihood is extremely remote that EDFT will become
insolvent, bankrupt orliquidate overthe construction or 20-year period of firm transportation services. Further,
PNG notesthat Shippers executingthe TSAs on the 30-inch pipeline option are required to be rated BBB or
betterand likewise, the risk of these types of events are very remote..** Subsequent to these assertions and in
response toBCUC IR 2.3.1, PNG noted that EDFT had been downgraded to Baal.*

In the event of EDFT experiencing an event of insolvency, liquidation or bankruptcy, PNG stated itwould
attempt to mitigate any loss or damage related to non-payment for contracted services by seeking another
partnerinterestedin utilizing natural gas on or around the DC LNG project. With respectto the 30-inch
Interconnecting Pipeline, PNGstates: “Given the very capital nature of the LNG projects utilizing the
Interconnecting Pipeline, itis reasonable to expect, though not fully certain, that the related project would want
to continue operations...” Therefore, PNG believes it willbe able to contractfor transportation tothe LNG
project with a new party..*°

In response to Commission IR1.5.3.1 requesting PNG’s opinion as to whether the shareholder or the ratepayer
on the existing system should bear responsibility forany stranded asset costs in the event of insolvency,
liquidation or bankruptcy of shippers PNG stated:

PNG is of the opinion that, to date, its awarded rate of return on common equity has not
included apremium to compensate PNG’s shareholder forassuming the full risk of customer
bankruptcies or otherterminations of service which resultinthe stranding of assets. To the
extentthat PNG’s allowed rate of return on common equity is set with a premium that
appropriately compensates shareholders forstranded assetrisk, the risk should be
appropriately borne by its shareholder.

* Exhibit B-4, BCUCIR 1.5.1.

8 ExhibitB-4, BCUCIR 1.5.2 & 1.5.3.
* Exhibit B-10, Appendix A.

*® Exhibit B-4,BCUCIR 1.5.2 & 1.5.3.
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Acknowledgingthatthere are noimmediate guaranteed rate benefits for existing customers by increasing the
size of the pipelinefrom 10-inch to 30-inch PNG considersitappropriate foritto accept the creditrisk
underlying the Interconnecting TRA and service agreements executed with Triton.>"

Intervener submissions

BCOAPO submitsthatitis unusual fora utility toapply forapproval of two different optionsinasingle CPCN
application. Itisunclearasto the reason PNGwas unable to obtain binding financial agreements with Shippers
that were conditional on regulatory approval of the CPCN and allowed for variations to be made by the
Commission.

With reference to PNG’s assertion that the risk of stranded assets is small, BCOAPO submits “itis completely
unclearas to why PNG’s shareholder doesn’t assume this risk.”.>> Further, BCOAPO notes that there is a
possibility that the cost of stranded assets could be borne by existing ratepayersinthe event of defaultor
insolvency of one or more Shippers. It submits thatthere is noassurance provided by PNGthat these existing
ratepayers will receive any financial benefit as compensation.

BCOAPO also expresses concern aboutthe possibilitythat PNGis needlessly exposing the ratepayertothe risk of
shipperinsolvency or bankruptcy. It points out that EDFT may have received acreditdowngrade and Triton has
not been rated by a ratings agency. BCOAPO does not believe it makes sensefor ratepayersto have to bearthe

risk based on what it terms to be “speculative future benefits.” >

PNGreply

In PNG’s submission, it was unable to obtain binding commitments from Shippers at this time. Further, it made
good sense interms of both reduced costs and environmental impacts to try to provide parties considering the
need fortransportation capacity the mosttime possible to make their decisions. PNG maintains that project
proponents will have the necessary supportto make afinal FID on projectsif the Commission approves both the
10-inch and the 30-inch options at the outset.

PNG assertsthat BCOAPOisincorrectin characterizing ratepayers as getting nothing where a 10-inch pipelineis
constructed for EDFT’s use only. The record is clear that existing customers will have substantial financial
benefits. PNG acknowledges that upsizing the Interconnecting Pipeline to 30-inch from 10-inch has no
immediate, obvious benefits to existing customers and states thatit is not appropriate forthese customersto
take on any riskinthisinstance unlessitis able to “demonstrate material benefits are accruingtoits existing

54
customers.”.

Concerningstranded asset risks, PNG again submits “that by setting PNG’s common equity risk premium atan

appropriate compensatory level, the stranded asset risk would be borne by the shareholder.”>®

> Exhibit B-10, BCUCIR 2.1.2 & 2.1.3.
>2 BCOAPO Final Submission, p. 3

>3 |bid., pp. 3-5.

** PNG ReplySubmission, p. 5.

>> PNG Final Submission, p 5.
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PNG’s obligation to meetits construction schedule

PNG has stated that the outside completion date for the construction of the Interconnecting Pipeline is
January 1, 2018. When asked in BCUC 1.9.12 whetherthere were any penalties or costs to the Companyinthe
eventthe in-service date slips due to constructionissues, PNG provided the following:

There are no specific provisions for penalties orliquidated damages in the agreements between
PNG and the prospective shippers onthe Interconnecting Pipeline. If PNGis unable to complete
the Interconnecting Pipeline by the Outside Date of January 1, 2018 (subject to extension due to
Force Majeure events), the agreements terminate unless an extensionis mutually agreed.

PNG continued by stating thatit could also be subject to payment of damages ifit fails to com ply withiits
obligation to use commercially reasonable efforts to construct and ready the pipeline for use by Shippersonor
beforeJuly 1,2017. PNGsubmits that the risks related to PNG’s obligation to meetits construction schedule will
not be borne by existing ratepayers.°

Commission determination

The Panel approves PNG’s request for approval for construction and operation of eithera 10-inch or 30-inch
interconnecting pipeline between Kitimat, BCand the Douglas Channel area. The Panel also approves PNG’s
request to make the final construction decision on eitherthe 10-inch or the 30-inch option based on DC LNG’s
final investment decision and on the basis of financial commitments of other project proponents. Once FID
decisions have been made and there is certainty concerning the proposed LNG projects or other projects, PNG
is directed to submit a compliance filing confirming the decision(s) by the earlier of within 30 days of this
decision or by the end of 2015.

The Panel recognizes the significant benefits to existing PNG ratepayers underthe EDFT GTSA will only be
realizable with the construction and operation of a 10-inch Interconnecting Pipeline. The Panel support for this
projectisbased on the steps PNG has taken to shield the existing ratepayer from many of the financial risks. An
example of thisisthe TRAs that PNG has put in place with proponents. These protect the existing ratepayer from
cost overruns related to the construction of both the 10-inch and 30-inch Interconnecting Pipeline options. In
addition, PNG’s shareholder has accepted risks related to any failure on the part of PNG to meetits obligations
relative tothe construction scheduleas well as committingto ensure that Reservation Fee and Post
Construction Termination Fee obligations are secured in amanneridentical to how payments underthe TSAs
are secured. Collectively, provisions such as these serve to demonstrate that the publicinterest has been served.

Providing PNG with the option of makingits own decision asto whetherto pursue the 10-inch or 30-inch
Interconnecting Pipeline provides it with the certainty necessary to conduct the necessary negotiations.
Moreover, the existing ratepayeris protected due to the requirements of TRAs including the form of TSAs and
the fact that PNG has stated its shareholders will bear any risk for stranded assets related to the incremental
costs associated with the 30-inch pipeline.

*® Exhibit B-4, BCUCIR 1.9.12
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The one remainingissueis the handling of the risk of stranded asset costs on the 10-inch Interconnecting
Pipeline (oracommensurate portion of the 30-inch Interconnecting Pipeline) in the event of insolvency,
bankruptcy or liquidation by EDFT.

PNG agreesto have its shareholders take on the risk of insolvency, bankruptcy orliquidationin relation to the
incremental costs associated with the 30-inch Interconnecting Pipeline. However, this does notapply to EDFT’s
10-inch Interconnecting Pipeline orthe EDFT portion of the 30-inch Interconnecting Pipeline. With referenceto
EDFT, PNG has taken the position that the risks of EDFT becominginsolvent are remote and should be balanced
againstthe benefit of reduced rates for existing ratepayers who should bear such risks.

PNG hasindicated thatit would be prepared to have the shareholder bearthe risk of EDFT’s insolvency,
bankruptcy or liquidation. However, in return, PNG submitsit’s allowed return on common equity needs to be
setwith a premium that compensates shareholders for stranded assetrisk appropriately.

The Panel has considered PNG’s proposal butis not persuaded there is justification for PNG’s shareholders to
take therisk inthe event of insolvency, bankruptcy orliquidation of EDFT. The Panel notes that EDFT in spite of
arecentdowngrade retainsasolid, investment grade creditrating. Giventhe current credit ratingand the
required creditsupportto be provided by EDFTin the event of a downgrade below investment grade as set out
inthe TSA, the Panel accepts that the risk of defaultis remote. Inaddition, as notedin Section 2.4, there are
significant ratepayer benefits totalling $16.665 million peryearin additional demand charges resulting from
increased volume throughput on the PNG West system. This will have asignificant positive impactonratesin
favour of the existing PNG ratepayer. In consideration of these factors, the Panel finds that it is appropriate for
ratepayers to bear the risk of failure due to insolvency, bankruptcy or liquidation as argued by PNG.

However, inreaching this determination, the Panel considers there to be value in investigating optional
strategiestofurther mitigate the risk of EDFT failure. Such strategies could include financial vehicles, third party
guarantees orotheroptions PNG might undertake to mitigate this risk. Accordingly, the Panel directs PNG to
investigate potential options and provide a cost benefit analysis of those options as part of the nextrevenue
requirements filing.

3.2 Waiver of CPCN requirements fora Class 3 estimate

PNG states that the capital and operating cost estimatesitexpected tofileinlate Julyin support of the
Application “are considered to have aclass 4 level of accuracy as defined by the [Association for the
Advancement of Cost Engineering (AACE)] International Recommended practices.”>’ These were filed on

July 31, 2015 andincluded aClass 4 level of accuracy for the pipelineand Class 5 level of accuracy for identified
ownerand equipment costs. This does not meet the requirement foran AACE Class 3 Estimate as outlinedin the
Commission’s 2015 Certificate of Public Convenienceand Necessity Application Guidelines (CPCN Guidelines).
PNG statesthatin orderto facilitate the expeditious review process it has requested for this Application, a

Class 3 estimate cannot be obtainedinatimely manner. However, PNG asserts that the tollson the
Interconnecting Pipeline have been designed to recoverall capital and operating costs from the Shippersand
thereisno risk of stranding assets with only negligible rate impacts on customers. PNG submits that given these

7 Exhibit B-1, Cover Letter, p. 3.
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circumstances the Class 4 and Class 5 levels of accuracy are sufficient forthe Commission to review and approve
the Application and requests the requirement fora Class 3 Estimate be waived. >®

Intervener submissions

BCOAPO submits thatitdoes not supportthe waiverrequest unless there isaguarantee there are no costs to
ratepayers resulting fromthe less reliable cost estimates. >

Reply submission

PNG stands by the positionithastakeninthe Application stating that the reliability of cost estimates will not
impact existing ratepayers as the Interconnecting Pipeline tolls have been designed to recover from Shippers the
full actual costs..*

Commission determination

The Panel finds that in these circumstancesit is appropriate to waive the requirementforan AACE Class 3
estimate. In makingthis determination the Panel has relied onthe assurances provided by PNGthat the tolls on
the Interconnecting Pipeline have been designed to recoverall capital and operating costs. As more detailed

cost estimates become available they need to be filed with the Commission in accordance with the reporting set
outinSection6.0.

33 Development, capital and operating costs

To ensure that PNG’s existing customers will not be adversely impacted by construction of the project, the issues
to be addressedin Section 3.3 include determining the appropriateness of the mechanisms for recovery of
development, capital and operating costs related to the Interconnecting Pipeline, in addition to protection of
PNG’s existing ratepayersin the event of termination.

8 Exhibit B-1, pp.5—6; Exhibit B-2-1, p. 2.
** BCOAPO Final Su bmission, p. 5.
% PNG Final Submission, p. 6.
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3.3.1 Recovery of development costs

Table 2 sets out the details of the estimated Interconnecting Pipeline development costs outlined by PNG:.*

Table 2

Development Costs:

Corridor Study(pro rata share): $200,000

Stantec FEED Studies up to Class 3: $850,000

Survey Costs: $200,000

Concept Crossing Design: $90,000

Forrester: $20,000

Environmental Studies: $200,000

Detail Engineering & Design & Bid Packages: $940,000

$ 2,500,000.00

PNG’sforecast project development costs are $2.5 million and include costs associated with engineering, design
and bid packages, environmental studies and Stantec FEED studies up to Class 3, amongst other things. PNG
states the forecast costs include $50,000 for regulatory costs..*

The TRA with EDFT includesthe provision that EDFT will pay 100 percent of the estimated project development
costs upfront, with asubsequenttrue up to actual project development costs. PNG notes thatinstead of upfront
paymentas originally contemplated, the parties have agreed that EDFT will pay for project development costsin
“material tranches as they are incurred.” *> PNG states that they will not proceed with construction of the
Interconnecting Pipeline untilthe project development costs have been fully recovered. ** The TRA includes
another provision thatany other Shippers onthe Interconnecting Pipeline will pay a portion of the actual project
development costs based on contracted capacity upon execution of a TSA..*

Section 3.4 of the EDFT TRA deals with recovery of development costs in the event that the project does not
proceed. Ashortfall between the actual development costsincurred and payments received by PNG will become
payable (orrefundableif payments exceed costs) with 10days’ notice of the amount..*®

InresponsetoBCUC IR 1.14.1.1, PNG stated that should the project not proceed, its existing customers will not
be at financial risk forthe proposed facility and if this occurs, PNG will look to recover all project development

costs incurred from EDFT in accordance with the Interconnecting TRA. However, “as a matter of principle, PNG
does notagree that its shareholdershould be atrisk of recovering regulatory costs as the benefits of the

regulatory process are generally intended to accrue to its ratepayers.”.*’

® Exhibit B-4, BCUCIR 1.14.1.

%2 |bid.

% Exhibit B-4, BCUCIR 1.14.2.

% Exhibit B-10, BCUCIR 2.6.2.1.

% Exhibit B-1, AppendixD, pp.4,5.
% Exhibit B-1, AppendixD, p. 4.

7 Exhibit B-4, BCUCIR 1.14.1.1.
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While PNG does not expect the costs will be materially different undereitherthe 10-inch orthe 30-inch
Interconnecting Pipeline option, it notes thatits shareholder has agreed to coverthe incremental costs of the
additional minor project development costs that have arisen from performing work forboth a 10-inch and a 30-
inch Interconnecting Pipelineto support the regulatory process and other contractual requirements. *® Inits
Final Submission, PNG confirms thatit will not be seeking recovery of any such additional costs from either EDFT
orits existing ratepayers.

Intervener submission

With respect to development costs, BCOAPO submits “PNG has not guaranteed recovery of regulatory costs
from EDFT if PNG does not proceed with the Interconnecting Pipeline. In ourview the regulatory costs risk
should be borne by PNG’s shareholder.” *

PNG Reply

PNG disagrees with BCOAPO's characterization and submits that 100 percent of project developm ent costs,
including the regulatory costs, are recoverable from EDFT. PNG further submits thatit has incurred these costs
while attemptingtorealize very significant benefits for existing ratepayers and, asa result, PNGis opposed to
the shareholder taking on this risk..”

Commission determination

The Panel approves the recovery of actual project development costs from EDFT in material tranches, as
incurred, until the development costs have been fully recovered. The Panel directs PNG is to ensure payment
for all development costs are received prior to the commencement of construction of the Interconnecting
Pipeline. The Panel acknowledges the following:

e PNG’sestimate for developmentcostsis reasonableandforcost categoriesincludedin the estimate, the
agreement provides forasubsequenttrue up to actual project development costsinthe eventthat
actual costsdifferfromthe estimate;

e Theprovisioninthe TRAwith EDFT that any otherShippers onthe Interconnecting Pipeline will pay a
portion of the actual project development costs based on contracted capacity upon execution of aTSA;

e PNG’sconfirmationthatitwill notbe seekingrecoveryfromeither EDFTor its existing ratepayers of any
incremental costs of the additional minor project development costs that have arisen from performing
work for botha 10-inch and a 30-inch Interconnecting Pipeline to support the regulatory process and
other contractual requirements; and,

e Withthe exception of regulatory costs, PNG’s existing customers will not be at financial risk forthe
proposed facility should the project not proceed.
With respectto regulatory costs, the Commission Panel agrees with PNG’s argument that the regulatory costs
have beenincurredinthe publicinterestinan attemptto realize significant benefits for existing ratepayers. The
Panel finds that in the unlikely event that regulatory costs are not recovered from EDFT the $50,000 in
regulatory costs will be recoverable from ratepayers.

% Exhibit B-4, BCUCIR 1.14.1.2.
% BCOAPO Final Su bmission, p. 5.
" PNG ReplyArgument, p. 6.
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3.3.2 Recovery of capital costs

To preserve the commercial sensitivelyof the information, PNG has requested confidential treatment of the
capital cost estimates and the associated revenue requirement impacts of the Interconnecting Pipeline.”* PNG
submits disclosure of thisinformation on the publicrecord may be considered harmful to the commercial
interests of the shippers as they continue toadvance their LNG export projectsin aglobally competitive
environment. PNGstates that the Interconnecting Pipeline will be used exclusively by shippers who have signed
a TSA with PNGfor service and as outlinedin Section 2.2.2, PNG has designed the tolls to recover the capital cost
of the facilities overthe term of the TSAs, so that there is no stranded assetrisk for PNGor its customers when
the TSAs expire. The Toll Calculation is designed to also recover the incremental revenue requirements
associated with the capital costs, including PNG’s weighted average cost of capital.

To ensure that PNG’s existing customers will not be adversely impacted by construction of the project, the issues
to be addressed in Section 3.3.1 include determining if the capital costs of the Interconnecting Pipeline are
recovered through tolls paid by shippers and the responsibility for cost overruns.

Base capital costs and responsibility for capital cost overruns

The Toll Calculation forthe Interconnecting Pipeline as outlined by PNGinits Applicationis outlined in detail in
Section 2.2.2 of this decision and is designed to recover the incremental costs of the Interconnecting Pipeline. >
PNG submits that the Toll Calculation generally uses the actual costs of construction and therefore the shippers
on the Interconnecting Pipeline “...bearthe risk of increased costs related to delays, routing changes, weather,
rock conditions, etc.”.”> PNG further submits that:

PNG understands that, asa project subject to the jurisdiction of the Commission, disputesin
final costs would be determined by the Commission. To the extent capital costs of the
Interconnecting Pipeline are prudently incurred, notwithstanding delays, changes, etc., costs will
be borne by shippers. There will be no construction cost overrun risk that will falltoPNG’s
existing ratepayers..”*

The Toll Calculationis designed so that EDFT will never be required to pay a toll greaterthan the Base Toll, which

isderived fromthe Base Capital Costs. Base Capital Costs are definedin Schedule Dto the form of TSA with EDFT
as follows:

Base Capital Cost means either (i) the actual capital cost of the Interconnecting Pipelineif the
Interconnecting Pipeline is constructed with a capacity of 3,115 10®*m? per Day (the “Base
Capacity”); or (ii) the estimated capital cost of an Interconnecting Pipeline sized for the Base
Capacity if the Interconnecting Pipelineis constructed with a capacity exceeding the Base
Capacity.

! Exhibit B-1, PNG Cover Letter.

72 Exhibit B-1, AppendixD andE, Schedule D.
73 Exhibit B-4, BCUCIR 1.9.11.

" Ibid.
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While the Base Capital Costs means the actual capital cost underthe 10-inch option, PNGrecognizesthat the
definition of Base Capital Costs underthe 30-inch option does notinclude apointintime forits determination.
However, PNGsubmitsitsintention isto determine this amount post-construction using the actual capital costs
and the pre-construction estimate of the ratio between the 10-inch and 30-inch Interconnecting Pipeline capital
costs. This is subject to agreement from EDFT and Triton..”” PNG considers the potential fora revenue shortfall
due to the timing of the determination of Base Capital Costs to be “highly unlikely as there are significant
economies of scale.” However, PNG submits thatit “...will not seek to recoverany revenue shortfallarisingdue
to this contractual provision fromits existing ratepayers asitis completely within PNG’s control to ensure thatit
has sufficient contractual commitments to resultin benefits from economies of scale for EDFT if PNG proceeds

with an Interconnecting Pipeline with a capacity exceeding 3,115 103m3 per day.” ”°

Intervener submission

With respectto the issue of responsibility for cost overruns and the termination provisions, BCOAPO submits it

is satisfied that “overruns do not pose a risk to the ratepayers.”.”’

Commission determination

The Panel approves the Toll Calculation with respect to capital costs as proposed by PNG. The Panel accepts
that tolls paid by shippers underthe TSAs ensure that all appropriate capital costs and the associated revenue
requirements are recovered over the term of the TSAs. Further, given that the Toll Calculation generally uses the
actual costs of construction, the Panel agrees with BCOAPO that the shippers bearthe risk of any increased costs
related todelays, routing changes, weather, rock conditions and other cost overruns. With respectto the issue
of the potential forarevenue shortfalldue to the timing of the determination of Base Capital Costs underthe
30-inch option, the Panel accepts PNG’s assertion thatit will not seek torecoverany revenue shortfall arising
due to this contractual provision fromits existing ratepayers.

3.3.3 Recovery of operating costs

The Toll Calculation designed by PNGis based on the incremental operating costs of the Interconnecting Pipeline
and rates will be setto recoverthe increase in the cost of service resulting from operating the Interconnecting
Pipeline.”®

Theissuestobe addressed are whether the tolls paid by Shippersinclude all appropriate operating costs and
whetheranallocation of overheads should be included in the tolls.

7> Exhibit B-4, BCUCIR 1.20.2.

7® Exhibit B-4, BCUCIR 1.23.1,1.23.1.2.
7 BCOAPO Final Su bmission, p. 5.

78 Exhibit B-4, p. 34.
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3.3.3.1 Do thetolls paid by Shippers encompass all appropriate operating costs?

Table 3 sets out the details of the Interconnecting Pipeline OMG&A cost provision:”

Table 3 Interconnecting Pipeline OMG&A Cost Provision
Element Value
Transmission Operating Expenses $2,263,000
Transmission Share of General Operating Expense (64%) 52,136,000
Transmission Maintenance Expense $192,000
Transmission Share of General Maintenance Expense (31%) $14,500
Total Transmission Related O&M 54,605,500
Mainline and Lateral Pipe km 1,022
Transmission O&M per Pipeline km $4,506
Interconnecting Pipeline km 8.8
Transmission O&M costs for Interconnecting Pipeline (rounded up) 540,000
Provision for future in-line inspection costs (expected every 7 years) $20,000
Total provision for OMA&G, subject to inflation from $ 2013 S60,000

The fixed operating, maintenance, general and administrative (OMG&A) provision of $60,000 is comprised of an
annual transmission operating and maintenance cost provision of $40,000, plus an annual provision forthe cost
of future in-line inspections of $20,000. .2° The $40,000 provision for annual transmission operatingand
maintenance costs was developed based on the 2013 operating and maintenance costs associated with its
transmission pipelinesinflated by the Consumer Price Index. PNG divided these costs by the total installed
kilometers of transmission pipelines and multiplied the result by the length, in kilometers, of the Interconnecting
Pipeline.*

Company overheadis notincluded in the fixed OMG&A provision. **

With respectto the cost provision forin-line inspections, PNG submits that the expected vendor cost per
inspection on a30-inch Interconnecting Pipeline is $95,000, with the expected vendor cost perinspection on a
10-inch Interconnecting Pipeline being “somewhat less.” PNG submits that the existing ratepayers will benefitin
yearswhennoin-line inspection occurs “but will experience an offsetting costinthe years the inspections occur,

the firstbeing some seven (7) years out.” **

PNG submits that the only expected OMG&A cost difference between the 10-inch and the 30-inch
Interconnecting Pipeline is the cost of in-line inspections. ®*

” Exhibit B-1, p. 42.

& Exhibit B-1, pp. 41-42.

& Exhibit B-1, p. 41.

8 Exhibit B-10, BCUCIR 2.13.1.
8 Exhibit B-1, p. 42.

8 ExhibitB-4, BCUCIR 1.27.1.
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PNG submits that the OMG&A provisionisthe only component of the toll forthe Interconnecting Pipelinethat
can vary fromthe costsincludedin PNG’s approved cost of service in any given year..>> PNG observes that the
OMG&A charge is not material and variations will resultin “negligibleimpacts” in respect of PNG’s other
ratepayers..*® PNG submits that the provision for OMG&A in the toll is administratively efficientand provides the
Shippers with the certainty they need to make a positive FID fortheir projects..?’

Intervener submission

In itsfinal Submission, BCOAPO noted several points related to the incremental tollingapproach and overhead
costs (outlinedin Section 3.3.3.2). BCOAPO did not make any submission with respect to the amount of the
OMGR&A provision orescalation of costs usingthe Consumer Price Index.

Commission determination

Based on the methodology used by PNGto determine the provision, the admi nistrative efficiency and certainty
it providesand the small impact of the costs on PNG’s existing ratepayers, the Panel finds the $60,000 OMG&A
provision based on 2013 dollars and inflated by the Consumer Price Index used in the toll calculations to be
reasonable for the 10-inch Interconnecting Pipeline option.

The Panelis concernedthatthere may be OMG&A costs differences between the 10-inch and the 30-inch
options otherthanthein-line inspection costs. Specifically and as discussed in Section 3.4 of this decision, the
Panelisconcerned with the lack of certainty underthe 30-inch option with respect to the compressor
equipmentand related operating costs. While the Panel accepts PNG’s submission that the OMG&A cost
provision provides shippers onthe Interconnecting Pipeline with the certainty they require to make asuccessful
FID fortheir projects, *® the Panel also notes PNG’s submission that variations in the OMG&A charge will resultin
“negligible impacts” in respect of otherratepayers. *’ Given the uncertainty surrounding the compressor
equipment costs and the lack of directincremental benefits to PNG’s existing ratepayers under the 30-inch
option, we do not consideritappropriate for PNG’s existing ratepayers to be at risk for the actual OMG&A costs
underthe 30-inch option overand above the $60,000 allocated toshippersunderthe form of TSAs. Therefore,
in the event that the TSAs negotiated between PNG and the shippers on a 30-inch Interconnecting Pipeline
resultin a revenue shortfall related to OMG®&A, the Panel determines any revenue shortfall must not be
recovered from existing ratepayers. Should PNG proceed with construction of a 30-inch Interconnecting
Pipeline, the Panel directs PNG to provide an updated allocation of OMG&A based on actual costs, using the
same methodology usedinthe Application, as part of its revenue requirements filings with the Commission.

& Exhibit B-1, p. 43.

® PNG Final Submission, p. 14.
¥ Ibid.

® Ibid.

¥ Ibid.
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3.3.3.2 Istheincremental tollingapproach appropriate or should Shippers be allocated
overheads?

In its final submission, PNG submits that the Toll Calculation willresultin “negligible impacts” inrespect of PNG's
othercustomers..”

Intervener submission

BCOAPO submitsthey disagree in principle with the incremental tolling approach. BCOAP O submits that setting
atoll on an incremental basisis the minimum thatatoll can be set without subsidizinga new customerand that
such a toll does not benefit existing customers and does notresultin any contribution towards the existing
network, IT system, administration, other overhead costs, etc..””

BCOAPO argues that existing customers should get asmall, positive financial benefit and submits this could be
achieved by allocating a portion of overhead or existing costs to the Interconnecting Pipeline costs. BCOAPO
notes that:

e While PNGand the Shippers propose thattheirservice be tolled on anincremental basis with regard to
existing PNG customers, the Shippers do not propose incremental tolling for any new shippers joining

themon the pipelineextension.

e The primary Shipperrecovers some of the costs paid initially from new shipperjoiningthem onthe
pipelineand so free-riding does not conferafinancial benefit..”?

BCOAPO requestthatthe Commission order Shippers on the Interconnecting Pipeline to pay a portion of PNG’s
overhead costs and suggest that “[a]ta minimum, there should be areview within 3years of the approval of this

Application (ifitis approved)to determine what the Shippers’ contribution towards system costs should be.” **

PNGreply

With respectto the tollscharged to EDFT on the Interconnecting Pipeline, PNG submits it would be
unreasonable to charge EDFT for a portion of overhead costs given that they will pay atoll for the same volume
of gas touse PNG’s existing system under the GTSA. By paying the toll on the existing system, EDFT will
contribute to the existing network, IT system, administration and other overhead costs. e

With respectto the tolls charged to othershippers onthe Interconnecting Pipeline not using PNG’s upstream
assets, PNGsubmits notincludinga provision for company overheadinthe Toll Calculation “was an oversight.
PNG proposestoamend the form of TSA for these customerstoinclude an additional administrative and general

795

cost provision and suggests the following process:

% PNG Final Submission, p. 4.
1 BCOAPO Final Submission, p. 3.
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...PNG proposesthatit file amendments tothe Service Agreements to incorporate suchan A&G
provision, forthe Commission’s review viaa written process, nolaterthanthree months priorto
the date that PNG expects to commence construction of the 30-inch pipeline option. Only if PNG
isable to successfully incorporate an approved provision, reflected in service agreement
amendments with EDFTand Triton, will it procee d with the 30-inch pipeline alternative.’®

PNG states thatif construction of the 30-inch pipeline proceeds they would be “amendable to reviewing the
circumstances surrounding the risks and benefits” of the 30-inch pipeline to PNG’s existing ratepayers within
three years..”’

Commission determination

The Panel agrees with BCOAPO that the Shippers should make a contributionto PNG’s overhead costs.
Conversely, the Panel recognizes the rate benefits to be received by existing customers from service to be
provided underthe EDFT GTSA and agrees with PNGthat EDFT’s payment of the toll on the existing system will
provide an appropriate contribution to existing network, ITsystem, administration and other overhead costs.
The Panel approves the EDFT Toll Calculation with respect to operating costs as proposed by PNG.

With respectto the tolls to be chargedto other shippers only taking service on the Interconnecting Pipeline, the
Panel accepts PNG's submission that notincluding an overhead change inthe tolls forthese customers was an
oversight. The Panel accepts PNG's proposed process foramendment and approval of the TSAs and for review of
the risks and benefits of the 30-inch pipelineto PNG’s existing customers. PNG is directed to:

1. Amendthe form of TSA for those Shippers only taking service on the Interconnecting Pipeline to
include an additional administrative and general (overhead) cost provision.

2. Filethisamendmentto the form of TSAs for the Commission’s review and approval no later than
three months prior to the date PNG expects to commence construction of the 30-inch pipeline option.
PNG is not to proceed with the 30-inch pipeline alternative until it has successfullyincorporated the
approved overhead provisioninto the form of TSAs.

3.3.4 Termination provisions

The following section addresses the issue of whether PNG’s existing ratepayers are adequately protected in the
event of termination of eitherthe TRA or TSA.

EDF Trading Limited Agreement

The TRA with EDFT includes several provisions related to termination of the contract. Specifically, Section 4.3 of
the TRA *® states that the TRA will terminate at the earliest of the following:

(a) commencementdate of the TSA;
(b) terminationinaccordance with Article 6 of the TRA; or
(c) theoutside completion date of January 1, 2018.

% pPNG ReplySubmission, p. 3.
97 .

Ibid.
% Exhibit B-1, AppendixD, p. 5.
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The termination provisions outlined in Article 6 of the TRA state that termination may take place inthe event of
the following:

(a) dueto unsatisfied condition precedent;

(b) upondefaultby EDFT, PNG may terminate;

(c) dueto estimatedtolls, EDFT may terminate; or

(d) upontermination of the GTSA between PNGand EDFT.

Section 12.11 of the TRA with EDFT states that in the event of conflict between the EDFTTRA and the TSA, the
terms and conditions of the TRA take precedence until the TRA is terminated.

The form of TSA with EDFT includes an Early Termination Charge equal to the net present value of all future
demand charges multiplied by the contract capacity from the date of termination until the end of the primary
term of the TSA..** PNG submits thatin the event of termination by EDFT before the end of the primary term of
theirTSA, the Early Termination Charge is payable regardless of whether construction of the Interconnecting
Pipeline iscompleted..*®

Triton Agreement

The TRA with Triton includes several provisions related to termination of the contract. Specifically, Section 4.3 of
the TRA.**! states that the TRA will terminate at the earliest of the following:

(a) commencementdate of the TSA;
(b) terminationinaccordance with Article 6 of the TRA; or
(c) theoutside completion date of January 1, 2018, unless an extension is mutually agreed upon.

The termination provisions outlined in Article 6 of the TRA state that termination may take place inthe event of
the following:

a) dueto unsatisfied condition precedent;
b) upondefaultby Triton, PNG may terminate;

(

(

(c) dueto estimatedtolls, Triton may terminate;

(d) upontermination of any upstream transportation agreement between Triton and PNG;
(

e) atany time priorto commencementof construction but no laterthan the 10" day following Triton’s
receipt from PNG of notice to commence constructionin accordance with Section 5.2 of the TRA. If
Triton does not terminate priortothe commencement of construction, they are required to pay the
Reservation Fee;.**

(f) followingthe commencement of construction. If aTSA is not executed, EDFTis required to pay the Post
Construction Termination Fee; or

(g) upontermination of EDFT’s TRA.

% Exhibit B-1, Appendix D, Schedule Cto the Service Agreement, General Terms and Conditions.
1% Exhibit B-4, BCUCIR 1.5.1.
101 Exhibit B-1, AppendixE, p.5.

192 Exhibit B-4, BCUCIR 1.5.1.
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Triton’s obligations underthe TRA to pay the Reservation Feeand Post Construction Termination Fee may take
effect priortothe execution of aTSA. With respectto this, PNGsubmits that:

Triton remainsresponsible for payingthe Reservation Fee unless it terminates the TRA and pays
the Post Construction Termination Fee. For this reason, Triton is expected to make the financial
commitment necessary for PNGto construct the 30-inch pipeline option onlyifitintendson
deliveringan executed TSA within areasonable period of time. PNGdoes not believe there is
any material risk to EDFT or to its existing ratepayers as a result of providing flexibility to Triton,
allowingittoexecute aService Agreement afterit has sufficiently advanced its proposed LNG
project..'”

PNG submitsthatitis theirintention to secure Triton’s obligation to pay the Reservation Fee and Post
Construction Termination Fee “...in the same mannerthat payments underthe Transportation Service
Agreement forservice onthe Interconnecting Pipeline are secured priorto commencement of construction of

» 104

the 30-inch pipeline option.”.

Intervener submission

BCOAPO submits thatthey “...acknowledge that the post construction termination fee covers the full costs of

the project and protects ratepayers.”.**

Commission determination

The Panel notesthe provisionin Article 6.50of the TRA with Triton related to termination due to estimated tolls.
It isunclearwhetherthe Post Construction Termination Fee would be payable by Triton in the event of
termination due to estimated tolls that are provided after the commencement of construction. Accordingly, the
Panel directs PNG to provide the estimated tolls to Triton 30 days prior to the commencement of
construction.

The Panel agrees with PNG and BCOAPO that the EDFT Early Termination Fee coversthe full costs of the project
and protects PNG and existing ratepayers. The Panel has reviewed the termination provisionsincluded in the
TRAs, including the form of TSAs, with EDFT and Triton and is satisfied that the termination provisions are
appropriate and sufficient. The Panel accepts PNG’s representation that it will secure Triton’s obligation to pay
the Reservation Fee and Post Termination Construction Fee prior to execution of the TSA.

Approval of the TRAs isincludedin Section 5.0.

34 Consideration of Clean Energy Act and alighment with Provincial Government energy
objectives

PNG states thatthe nature of its proposed Interconnecting Pipeline projectis such thatit does not provide direct
supportadvancement of the provincial governments energy objectives that “primarily pertain to the matters of
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generation, costand conservation of energy.” However, PNG asserts that that the project does support the
provincial government’s LNG Strategy (Natural Gas Strategy) as it supports the government’s desire to develop
the LNG export marketand have export facilities up and running within the province. PNGalso submit that the
proposed project will contribute to the government’s goals of creating investment, jobs and new economic
opportunities throughout the province. *°®

With respectto energy use, anissue related to the choice of compressorforthe Interconnecting Pipeline has
arisen. BCUCIR 1.7.2 noting that the cost estimate forthe compressor equipment was the same for both the 10-
inch and the 30-inch pipelinerequested confirmation thatthe same equipment would be used for both and
asked PNGto report onthe rated poweroutputrequiredforeach pipeline option. Inresponse, PNG noted that
the compressor requirements would differ based on the size of pipe and a Class 4 estimate of thisinfrastructure
was as yet unavailable. PNG furtherindicated that the compression component was not deemed to a significant
part of overall projectrisk orcost and a Class 5 estimate was inserted. In addition, PNG submits thatthe
selection of compression and drives forthe two options hasyetto be completed but will be includedin the
Class 3 estimate it expects toreleasein September 2015..'*” PNG also submits thatit has not determined
whetherthe compressordrives will be electric (as opposed to natural gas) and has done nowork on determining
the greenhouse gas (GHG) emissions or conducted an evaluation of cost differencesin the eventanon-electric
compressordrive is chosen..'%

Commission determination

Section 46 of the UCA states that in deciding whethertoissue a certificate (CPCN) applied for by a publicutility,
the commission must consider British Columbia’s energy objectives. Part 1, section 2 of the Clean Energy Act
(CEA) describes British Columbia’s energy objectives with the relevant objectives including:

(d) to useand fosterthe developmentin British Columbia of innovative technologies that supportenergy
conservation and efficiency and the use of clean or renewable resources;

(g) toreduce BC greenhouse gas emissions;

(h) to encourage the switchingfrom one kind of energy source oruse to anotherthat decreases greenhouse
gas emissionsin British Columbia; and

(k) to encourage economicdevelopmentand the creationand retention of jobs.

The Panel finds thatthe PNG Interconnecting Pipeline project as described in the Application satisfies 2(k) of the
Provincial Government Energy Objectives and approval of the project will have a positive impact on the
economy through the creation of jobs, investment and new economic opportunities throughout British
Columbia..**’

The Panel does notagree with PNG’s assertion that British Columbia’s energy objectives “primarily pertain to
the matters of generation, costand conservation of energy. Of concernto the Panelis the lack of certainty with
respectto the choice of compressorequipmentand the potential impactonthe environment. Based on the

1% Exhibit B-1, p. 33.

ExhibitB-4,BCUCIR 1.7.3.
ExhibitB-4,BCUCIR 1.7.3.1.
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informationin Section 2.1.4, the 10-inch compressoris estimated to be one tenth the size of the 30-inch
compressor with the increase of GHG emissions potentially having asimilar order of magnitude. Our primary
concernis with the compressor equipment required to make the 30-inch pipeline fully operational which could
have a significantimpact onthe level of GHG emissions. Therefore, the Panel will accept PNG’s estimate and
choice of compressor equipmentin the event it moves forward with the 10-inch option but does not accept
PNG’s choice of compressor equipment or cost estimate in the eventit chooses to move forward with a 30-
inch Interconnecting Pipeline unlessitis confirmed to have an electricdrive. If PNG is to move forward with a
30-inch Interconnecting Pipeline with a non-electriccompressordrive, itis directed to file a CPCN with the
Commission for the compressor equipment with justification and consideration of the British Columbiaenergy
objectivesinPart 1, section 2 of the Clean Energy Act.

4.0 OTHER ISSUES
4.1 Publicand stakeholder consultation and support

4,11 Community consultation

The District of Kitimat is identified as the sole municipality affected by the proposed Interconnecting Pipeline.
PNG statesthatthe Districtis generally supportive of LNGinitiatives within the region. Thisis primarily due to
economicbenefits the community willderive from the proposed projects.

PNG states that the District of Kitimat has been made aware of the necessity of the PNGInterconnecting
Pipeline in supplying natural gas to the DC LNG project through the outreach activities of AltaGas as a proponent
of the project. PNG notes that it has not directly undertaken its own outreach activities to date but adds that
thereisan engagement plan under development that will be filed concurrent with this Application. PNGalso
notesthat these engagement plans are akey elementin satisfying the consultation requirements allowing for
permits as part of the OGC review.."*°

The District of Kitimat, by letter dated September 1, 2015, extendsits supportforthe projects pointing outthat
the establishment of new industries has been a high priority since the 2010 closure of Eurocan Pulp and Paper.
The District states the PNG pipeline proposal will be awelcome addition toitsindustrial sector providing
increased economicstability. It will also positively impact PNG customerrates. ***

Commission determination

The Panel finds the public consultation conducted by PNG with respect to the Interconnecting Pipeline project
to be adequate and meets the requirements of the CPCN Guidelines.

PNG, throughits parent company AltaGas, has kept the District of Kitimatinformed of the importance of the
Interconnecting Pipeline and has undertaken steps to develop its own engagement planin support of OGC
requirements. In addition, the Panel notes that the District of Kitimat has senta letter of supportforthe project.

10 Exhibit B-1, pp. 31-32.

1 Exhibit E-1.
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4.1.2 FirstNations engagement

PNG identifies the Haisla Nation as the only First Nation that may be affected by the proposed Interconnecting
Pipeline based on information from the government of British Columbia’s Consultative Area Database..'”?

PNG points out that the Haisla Nation has agreed to lease land tothe DC LNG project and has leased land for
another project to be developed by Chevron Canada Ltd.."** The Haisla Nation is also exploring the potential
development of Cedar LNG, its own LNG project. The management of that project has provided a letter of
supportin principle forthe projectasit intends to seek capacity on the pipeline..'** Cedar LNG has expressed
interestinsecuringtransportation servicefrom PNG and along with otherstakeholdersis working

collaboratively with PNG on the development of acommon pipeline corridor study. .**

The HaislaNation Council, by letter of July 17, 2015, provides supportforthe Interconnecting Pipeline project as
it understands the project willhave capacity forthe DC LNG project and the Cedar LNG project.

The Haisla Nation states that it recognizes that the provision of utility services (natural gas transportation) along
the west side of Douglas Channel requires careful planning and, where possible, shared facilities. Because of
this, the Haislasupportin principle whatit considers to be the current objective “of having the AltaGas Project
and the Cedar Project each use capacity on PNG's pipeline.” The Haisla Nation, through its commercial
agreements with AltaGas have agreed to support PNG’s Interconnecting Pipeline and note thatitisimportantto
the development of the AltaGas project and also benefits existing PNG customers by reducing natural gas
rates..''®

PNG reports that AltaGas, as a proponent of the DC LNG project, has developed aformal stakeholder
engagement planforthe Haisla First Nation and that PNG will be undertaking consultation, as that termis
defined atlaw for First Nations, for the project..**’

This project will be subjectto review by the OCG. The OCG islegally responsiblefor consultation and, asPNG
states, itis expected that the OCG will assess the adequacy of consultation as part of its permitting process. .*'®

Commission determination

The Panel finds that First Nations engagement efforts to date are acceptable. PNG has useda comprehensive
resource to identify the Haisla as the one First Nation who assert rightsin the project areas, has ensured the
Haisla First Nation has been notified of the projects through AltaGas and developed plans for further
engagementin conjunction with the OGC permit application process. In addition, the Panel notes that PNG has
received aletter of supportin principle forthe project directly fromthe Haisla Nation Council.

"2 Exhibit B-4, BCUCIR 1.34.1.
3 Exhibit B-2, Appendix G.
"4 Exhibit B-1, Appendix H.
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Of importance isthat the OGC is the Crown Agency responsible for First Nations consultation which requires
consultation to be ongoing. PNGis responsible for conducting preliminary discussions with identified First
Nations and providing documentation forthe OGC process. The adequacy of First Nation consultation isa matter
to be addressed by OGC.

4,1.3 Otherstakeholderengagement

In additionto First Nations and Community stakeholders, PNG has other stakeholders with assets that may be
affected by the proposed Interconnecting Pipeline routing. These include LNG Canada, BC Hydro and Power
Authority (BCHydro), Rio Tinto Alcan (RTA), and the Crown (specifically the Ministry of Transport (MOT)). As
noted, both LNG Canada and BC Hydro have registered asintervenersand actively participated in these
proceedings. PNG notes that all parties are aware of the Interconnecting Pipelinealthough there has notas yet

. 119
been active engagement..

Itisimportantto note that PNG has not requested approval foraspecificInterconnecting Pipelinerouting from
the Commission. Specificrouting approval is subject to OGC review which will occur at a later date. Stakeholder

consultationisapart of the OGC application assessment..**°

PNG submits thatitis working onits consultation plans which willinclude the scheduling of one -on-one
consultation and negotiations with each party following completion in October 2015 of the Class 3 engineering
and design studies. This will provide more certainty as to the project parameters. .**!

As notedinSection 2.1.3, in April 2015, PNG initiated aJoint Corridor Study to determine acommon corridor
that would meet the needs of othergas pipeline proponentsin the area. The study considered the needs of
otherstakeholders, principally RTA that has beenidentified as beingimpacted the most. When completed,
PNG’s Joint Corridor Study will be shared with MOT for consideration and inclusion in its own study. ***

PNG reports that west Douglas Channel stakeholders have been participantsin the corridor study or provided
some guidance as to what would be acceptable corridorareas. In addition, PNGis conducting negotiations with
stakeholders asitexpectsto have to widenits existing right-of-way (ROW) at the north end of Douglas Channel
to accommodate the 30-inch pipeline scenario. Stakeholder discussion topics include the acquisition of ROW,
widening of the existing ROW and logistics of PNG’s execution plan..***

Intervenersubmissions

LNG Canada does not oppose the construction of the Interconnecting Pipeline but has concern with potential
adverse impactsif the projectis not properly planned, constructed and operated. Whileacknowledging the
circumstances related tothe need foran expedited regulatory process had animpact on PNG’s ability to engage

9 pNG Final Submission, p. 20.

Exhibit B-4, BCUCIR 1.33.3; Exhibit B-1, p. 28.
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stakeholders, LNG Canadasubmitsthatit had no consultations with PNG priortothe filingof the CPCN
application and considers this to be contrary to the 2015 CPCN Application Guidelines..***

LNG Canada states that a CPCNissued by the Commission forthe Interconnecting Pipeline should include
conditions that meet the following objectives:

(a) PNGshouldberequiredto consult, orcontinue to consult, with all potentially affected stakeholders,
including LNG Canada, regarding the Interconnecting Pipeline, including with respect to the proposed
route, land requirements, construction schedule, construction activities and operating design for the
Interconnecting Pipeline; and

(b)  PNGshouldberequiredtofile with the Commission forapproval, atleast 90 days prior to the
commencement of any construction activities, areport on PNG’s consultation activities with potentially
affected stakeholders regarding the measures taken by PNG to reduce, eliminate or offset potential
adverse project effects on existing and proposed future developmentsinthe areaas outlinedin 8(ii)
above, including:

()  asummary of the concernsraised by potentially affected stakeholders;
(i)  asummaryof PNG'sresponse toall concerns raised; and

(iii)  asummary of any outstanding concerns about the project’s potential effects raised by
stakeholders, any steps that will be taken by PNGto addressthese outstanding concerns, oran
explanation why nofurther steps are required..125

BC Hydro states that its IRs raised safety concerns with regard to the proximity of PNGinfrastructure toits own
infrastructure. BCHydro confirmsitis comfortable with PNG’s response toits IRs and at this stage is comfortable
“with PNG’s engagement with BC Hydro subsequent to the IR processand with PNG’s plan and commitment for

continued engagement with BCHydro...” .**°

Commission determination

The Panel finds that PNG efforts to engage other stakeholders to date are acceptable. PNG has taken stepsto
ensure thatall potentially affected parties are aware of the Interconnecting Pipeline. Actual consultation on the
route for the proposed pipeline has notyet occurred but plans are being formulated and active engagement
with affected parties will begin once the results of the MOT Joint Corridor study and the Class 3 engineeringand
design studies are available. As noted, specificrouting will be subject to OGC review which will occurat a later
date. Stakeholder consultation will be assessed at that time as part of OGC’s review of the application.

4.2 Terms and conditions of Transportation Agreements

PNG requests approval pursuant to section 58 of the UCA for the interconnecting TRAs between PNGand EDFT
datedJanuary 23, 2015, and between PNGand Triton LNG Limited Partnership dated July 22, 2015, includingthe
form of TSA attachedto the TRAs. PNG states this approval is necessary to provide certainty of the tolls and
terms of service that will apply priorto the parties tothe TRAs makinglarge investmentsinthe construction of
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the associated LNG facilities..”” Under section 58 of the UCA, the Commission may determine the just,
reasonable and sufficient rates and ordera publicutility toamend its schedules. Executed TSAs of the form
approved will ultimately need to be filed with the Commission for acceptance as an approved tariff pursuantto
section 61 of the UCA.

Duringthe course of the hearing several issues related to the TSAs terms and conditions were explored in detail,
and are describedin Section 4.2.1below.

42,1 Modernization and harmonization of terms

In response to BCUC IR 2.14.5, PNG provided atable outlining differencesin the terms and conditions of its
proposed form of TSA agreement and those of Rio-Tinto Alcan which PNG believes to be most representative of
the terms and conditions applying to its existing TSAs.."*® This 33 page table highlights the number of changesin
the proposed form of agreement. Many of these changes are described as reflecting modern business practices
(e.g. electronicnomination vs. fax) and currentindustry norms and practices. Inaddition, there are other
specifictermsthatdifferfromone TSA and shipperto another which may be considered importantand
potentially discriminatory. Section 59(2)(b) of the UCA states that “a publicutility must notextend to any person
aform of agreement,...unless the agreement, ...isregularly and uniformly extended to all persons under
substantially similar circumstances and conditions for service of the same description.” Under the UCA, the
Commission determines whetherthere is undue discrimination, preference, prejudice or disadvantagein respect
of arate or service and what are substantially similar circumstances and conditions.

Specificterms that could represent material/monetary differences are discussed below.

Penalty Chargesinthe event shippertakes excess gas during curtailment

In comparing the existingtransportation agreements with the proposed transportation agreement GT&Cs, PNG
states, “Both sets of GT&Cs use penalty charges as an incentive forshippers to stick to authorized quantities

during a curtailment. Penaltiesin the existing GT&Cs are more onerous.” .**

The calculation method fortoll charges onthe Interconnecting Pipelineis contained in Schedule Dtothe form of
TSA with EDFT and Triton.."*° The Toll Calculation as outlined by PNGin its Application covers three distinct time
periods:

1. Period A:From completion of construction until the shipper’s servicerequest date, where notoll is
applied.

2. PeriodB:From the EDFT service request date until the service request date of a second shipper.

3. Period C:From the service request date of asecond shipper until the end of the individual shippers’
respective TSA.

During Period B, when EDFT is the only shipperon eitherthe 10-inch orthe 30-inch Interconnecting Pipeline,
thereisno Interruptible charge.

127 Exhibit B-4, BCUCIR 1.16.2.
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The form of TSA with EDFT and Triton also includes GT&Cs. Section 6.4 of the GT&Cs relatestoapplicable
chargesin the eventthatthe shippertakes gasin excess of the volume specified by PNG during curtailment.
These charges are based on multiples of the interruptible charge, meaning that during Period Bwhen EDFT isthe
onlyshipperonthe Interconnecting Pipeline, the resulting charges under Section 6.4 of the GT&C are nil
because of the zero dollarinterruptible charge. Likewise PNG confirmed that underthe EDFT Transportation and
Service Agreement approved by the Commission in Order G-5-15 for service to EDFT (on the existing PNG
pipeline) thereare no chargesthat applyinthe event EDFT takes gas in excess of the volume authorized during a

131

curtailment..”™" Forexistingshippers withthe termsand conditions as setout in Rio-Tinto Alcan TSA the penalty

isbased on a multiple of the firm T-service rate (Spectra Energy rate).."*

For Period C(multipleshippers on Interconnecting pipeline) and for other existing shippers thereisapenaltyin
the eventthe shipper takes excess gas during a curtailment based on amultiple of eitherthe interruptible rate

(Interconnecting Pipeline) or firm T-service rate (existing shipper)..**?

Commission determination

The fact that EDFT has no penalty charge fortaking excess gas duringa curtailment during Period Bon the
Interconnecting pipeline and none onthe existing PNG pipelineisinconsistent with PNG’s statement that it uses
penalty charges asan incentive for shippersto stick to authorized quantities duringa curtailment. Itisalso
inconsistent with penalty charges othershippers would be charged in similar circumstances. The Commission
approves the form of the Transportation Service Agreements with the exception of EDFT not beingrequired to
pay penalty charges for taking excess gas during curtailment during Period B. As noted in Section 3.3.3.2, PNG
plans to file amendments to the Service Agreements. The Panel directs PNG to correct the inconsistencyin
penalty charges for taking excess gas during curtailment inits amended Service Agreements prior to filing
these amendments.

Harmonization and modernization of terms

PNG states “Inthe longrun, PNG would like to harmonize the terms and conditions for transmission serviceon
its existing facilities with the more modern terms and conditions foundinthe proposed Service Agreements...it
will likely try to harmonize its transmission service terms and conditions to coincide with the expansion project
goingintoservice.” PNGalso submits thatit will take a significantamount of effort to consult and negotiate with
its customersin this regard..**

Commission determination

PNG’s proposal to work toward the goal of harmonizingits transmission service terms and conditions priorto
any significant expansion of its transportation service is reasonable given the need to modernize terminology
and the variationin terms and conditions among different shippers. However, the Panel acknowledges that the
work required to complete the harmonization process would be significant and require time and resources.

131 Exhibit B-4, BCUCIR 1.29.1.
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Therefore, the Panel directs PNG to file within 6 months of this order a proposal outlining how PNG intends to
approach the issues related to harmonization of terms and conditions among shippers and a proposal for the
timeline.

4.2.2 Practical issues of gas balancing with multiple shippers and multiple pipe segments

In requesting approval of eithera 10-inch (single shipper) and a 30-inch (single or multiple shippers)
interconnecting pipeline which could see gas provided from PNG’s existing pipelineand other new pipelines, the
issue of measurement and gas balancing on the interconnecting pipelineand other connected pipelines was
explored. Underthe EDFT GTSA on the existing pipeline, delivery pointis defined as the point of interconnection
between PNG’s existing 10-inch Gas pipelineatits terminusin Kitimat, BCwith the planned Interconnection
Pipeline. Article 12 of the EDFT GTSA provides that “all Gas delivered by PNGto Shipper at the Delivery Point
shall be measured.”

Under the proposed TSA, Schedule A, the receipt pointis defined as the point of interconnection with the
Interconnecting Pipeline and delivery pointis defined as “Shipper’s facilities at District Lot 99, Kitimat
Township.” Article 12 of the proposed TSA states that “All Gas delivered by Shipperto Transporter at the Receipt
Point(s) and all such Gas delivered by Transporterat the Delivery Point shall be measured...”

Commission determination

Since the Gas Balancing provisions (Article 6 of the General Termsand Conditions of the proposed TSA) include
measures such as curtailmentand penalties related to gas balancing it would seem reasonable that there be
measurement capabilities foreach shipperatbothits receiptand delivery points. Thiswould be especially
important where there are multiple shippers and multiple pipeline segments with multiple receipt points and
delivery points. Forthis Application, the aspect of where metering stations are located and match receiptand
delivery points only becomes anissue in granting approval for the 30-inch option. Although measurement s
provided forinthe termsand conditions, itis more of a practical question of whatand where physical metering
stations will be provided forinthe 30-inch option so that gas balancingissues (e.g. curtailment or penalties or
allocation of unaccounted forgas) can be assigned appropriately for multiple shippers.

For clarity and to ensure consistency and fairness with the terms and conditions related to gas balancing where
there will be more than one shipperonthe Interconnecting Pipeline (30-inch option), the Panel directs PNG to
address the method and location of gas metering stations and gas balancing issues with multiple shippersin
its detailed design work for eitherthe 10-inch or 30-inch options.

4.3 Potential conflict of interest

As notedinSection 1.3, PNG is a wholly-owned subsidiary of AltaGas Utility Holdings (Pacific) Inc., whichin turn
iswholly-owned by AltaGas Ltd. At issue is that AltaGas is also a proponent of both the DC LNG projectand
Triton LNG project. PNGsubmits that it continues to operate in compliance withits Code of Conductas
approved by the Commission. PNG states that AltaGas is not a capacity holderon the pipeline and thus, nota
directcustomer. Additionally PNGstates that and its existing customers are broadly not at financial risk
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regardingthe Interconnecting Pipeline and consequently, PNG considers there to be norisk of related party

conflictof interest. .**

Intervener submission

BCOAPO submits that AltaGas is the ownerof PNG and will be part of the customerfor the Interconnecting
Pipeline. BCOAPO identifies this as a potential conflict of interest, but accepts that PNG has stated they will
abide by the approved Code of Conduct..**°

Commission determination

The Panel acceptsthe assurances of PNG that it will abide by the approved Code of Conduct. However, while
PNG believesthatthere is norisk of related party conflict of interest, strictadherenceto provisions outlinedin
the Code of Conductisa requirement.

5.0 CPCN DETERMINATION AND APPROVAL OF THE AGREEMENTS
5.1 CPCN Commission determination

Subjectto and in accordance with the findings, approvals and determinationsin this decision, the Panel finds
the Interconnecting Pipeline project as proposed by PNGis in the publicinterestand grants a CPCN for the
construction and operation of eithera 10-inch or 30-inch Interconnecting Pipeline and related metering
facilities. In granting this CPCN PNG is also approved to make the final construction decision between the ten
inch and 30 inch pipeline alternatives based on the FID made by DC LNG and the financial commitments of
other project proponents.

The Panel has reviewed the evidence and examined in detail the issues which have arisen and consistent with
the findingsin this decision has determined thatexcept where noted, the CPCN Guidelines have been metand
approval is warranted.

5.2 Approval of the agreements

In its Application, PNGseeks approval, pursuant to section 58 of the UCA, of the TRA between PNG and EDFT
dated January 23, 2015, includingthe form of TSA attached thereto and of the TRA between PNG and Triton
datedJuly 22, 2015 including the form of TSA attached thereto. Both forms of TSAs include General Terms and
Conditions and the Toll Calculations.

The Panel approves the TRA between PNG and EDFT dated January 23, 2015, as filed. The Panel also approves
the form of TSA attached thereto with the exception of changes that are ordered inSection 4.2.1 and 3.3.3.2.

Article 6.1(b) of the TRA between PNG and EDFT includes a Condition Precedent for PNG’s receipt of an
executed TSA, Service Reservation Request and all applicable Credit Support from EDFT. Article 5.2 states that

33 Exhibit B-4, BCUCIR 1.11.2.
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PNG will proceed with construction of the Interconnecting Pipeline upon satisfaction or waiver of the Conditions
Precedentoutlinedinthe TRA.."*’

PNG submitsthatit

..will not waive any of the conditions precedentin 6.1(b) in orderto commence construction as
the full contractual package with the shipper, including credit support, isrequiredin orderto
ensure PNGis not undertaking undue risks...PNG will not commence construction until the
Board of Directors of the Shipper has approved and the Service Agreement has been duly
executed andisfully enforceable, which will require thatthe Shippercanrepresentithas
received all of its Shipper Authorizations.."*

The Panelisin agreementwith PNGthatthe condition precedentin Article 6.1(b) of the TRA with EDFT should
not be waived priortothe commencement of constructionin orderto ensure PNGis not taking undue risk.
Accordingly, the Commission Panel directs PNG to ensure it has an executed TSA accepted by the Commission,
Service Reservation Request and all applicable credit support with EDFT prior to commencement of
construction of the Interconnecting Pipeline.

The Panel approves the TRA between PNG and Triton dated July 22, 2015. The Panel also approves the form of
TSA attached thereto with the exception of the changes that are orderedin Section4.2.1 and 3.3.3.2.

The Panel notesthatthe TRAs with both EDFT and Triton define “Service Agreement” as “...an agreement
between PNGand a Shipper, fortransportation of Gas on the Interconnecting Pipeline, substantially in the form
of Schedule ‘C’ to this Agreement.”.”* If differences arise between the form and executed TSAs that are
significant these differences must be filed with the Commission for approval. Notwithstanding, all executed

TSAs must be filed with the Commission.

6.0 REPORTING REQUIREMENTS
6.1 Summary of reporting requirement submissions

PNG’s draft order on reporting requirements submitted inthe Application proposes the wording, “PNGshall file
with the Commission acompliance report statingits decisionto build eitherateninch diameterorthirtyinch
diametertransportation pipeline and related compression and metering facilities priorto the commencement of

construction of the pipeline.”.**

The Transportation Reservation Agreement between PNG and EDFT requires PNGto submit quarterly status
reports no laterthan 15 days afterthe end of each calendar quarter. The reportsto be provided by PNGare to

37 Exhibit B-1, Appendix D, pp. 6,7.
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include any changesinthe Target Completion date, the Actual Project Development Costs spentto date, the
remaining Estimated Project Development Cost budget and any changes from the initial budget. .**!

In itsresponse toinformation requests on reporting requirements, PNG states the following:

e PNGwillfileall executed Service Agreements for transportation service on the Interconnecting Pipeline
for acceptance by the Commission as a filed tariff..***

e Thetimingofthe pipeline diameterdecisionis dependentonthe Shippers, however PNGexpectsa
decisionto be made on or before the end of 2015. PNG has not determined the exact content of the
compliance filing however the filing will be made publicly available on a non-confidential basis..***

e PNGdoesnotview the Ministry of Transportation corridor study relevant to the decision soughtand
doesnotintendtofile the study with the BCUC as the study is focused on alignments and rock volumes

specificto the West Douglas Channel..**

Commission determination

The Panel notes the extenuating circumstances surrounding this application which precluded the submission of
a Class 3 cost estimate and otherrelated information with the initialapplication. The Panel finds it reasonable
for PNGto file material information that would have otherwise been submitted with the Application whenitis
available. The Panel concurs with PNG’s view on the relevance of the MOT corridor study to this decision and

doesnotrequire the study to befiled.

The Panel notes that the Shippers willbe providing project oversight and any cost overruns will be borne by the
shippers. Inthe Panel’s judgement, this reduces the need for detailed Commission oversight of the project costs;
however, project oversightis still warranted as schedule delays would potentially have negative consequences
for ratepayers.

Therefore, the Panel directs PNG to file the following information in the manner described below.
1. Pipeline Diameter Compliance Report

The Pipeline Diameter Compliance Report mustbe filed along with a version for publicrelease within 30 days
of a determination being made on the 10-inch or 30-inch options and no later than January 29, 2016. The
report must include:

a. a descriptionof the projectincluding a detailed route alignment with the location of the compressor
station and an up-to-date construction schedule including the target completion date consistent with
the CPCN Application Guidelines; **

b. a cost estimate consistent with the CPCN Application Guidelines;.**®

c. an up-to-date risk analysis consistent with the CPCN Application Guidelines;.**’ and
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d. anaccount of the Project Development Costs following the format of PNG’s response to BCUCIR 2.6.1
with an additional column stating funds receiverfromshipper.

2. Project Status Reports

Anytime the target completion date is delayed beyond what was previously reported to the Commission, PNG
must file within seven days a project status report which includes:
a. the current target completion date;
actual projectdevelopment costs spentto date;
the remaining estimated project development cost budget; and
any changes from the initial budget.
Any other itemsincluded in quarterly status reports to EDFT.

© oo o

3. Transportation Service Agreements

a. PNG must file all executed TSAs for transportation service on the Interconnecting Pipeline no later
than ten days following their execution.

b. PNG must file all executed non-TSAs that reserve rights on the Interconnecting Pipeline nolater than
ten days following their execution.

4. AFinal Report

The Final Report must be filed within six months of substantial completion of the Interconnecting Pipeline. It
must provide a complete breakdown of the final costs of the Interconnecting Pipeline and compare these
costs to the cost estimates providedin the Pipeline Diameter Compliance Filing. This report must provide an
explanation of any cost variance of 20 percent or more and any schedule variance beyond the target
completion date as reportedin the first Project Status Report.

%7 Order G-50-10, Appendix A, Section 4(v)
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DATED at the City of Vancouver, in the Province of British Columbia, this 9" day of October 2015.

Original signed by:

D.A.CoTE
PANEL CHAIR

Original signed by:

K. A. KEILTY
COMMISSIONER

Original signed by:

B. A. MAGNAN
COMMISSIONER
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BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER C-10-15

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

Pacific Northern Gas Ltd.
An Application for a Certificate of Public Convenience and Necessity to Construct and Operate
An Interconnecting Pipeline between Kitimat and Douglas Channel

BEFORE: D. A. Cote, Panel Chair, Commissioner
B. A. Magnan, Commissioner October 14, 2015
K. A. Keilty, Commissioner

ORDER
WHEREAS:

A. Onluly 16, 2015, PacificNorthern Gas Ltd. (PNG) submitted an application tothe British Columbia Utilities
Commission (Commission), pursuant to sections 45 and 46, of the Utilities Commission Act (UCA), fora
Certificate of Public Convenience and Necessity (CPCN) to construct and operate an approximate
8.8 kilometre interconnecting pipeline between Kitimat and Douglas Channel (Application);

B. InitsApplication, PNGseeksthe following:

1. Approval, pursuantto sections 45 and 46 of the UCA, for a CPCN for the construction and operation
of an interconnecting pipeline between Kitimat, British Columbia, and the Douglas Channel area,
consisting of either:

i.  Al0-inchdiametertransportation pipelineand related compression and metering facilities
to serve a single customer, or

ii. A 30-inchdiametertransportation pipelineand related compression and metering facilities
to serve multiple customers.

2. Approval forPNGto make a final construction decision between the 10-inch and 30-inch diameter
pipelinealternatives based on the final investment decision made by the Douglas Channel LNG
project and the financial commitments of other project proponents, subsequentto which PNG
wouldfile acompliance report withthe Commission on the decision made;

w2



0

BRrITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER C-10-15

3. Approval, pursuantto section 58 of the UCA, forthe Interconnecting Transportation Reservation
Agreement (TRA) between PNG and EDF Trading Limited dated January 23, 2015 includingthe form
of Transportation Service Agreement attached thereto; and

4. Approval, pursuanttosection 58 of the UCA, forthe TRA between PNGand Triton LNG Limited
Partnership dated July 22,2015 including the form of Transportation Service Agreement attached
thereto.

By Orders G-122-15 and G-137-15, the Commission established a hearing process and the regulatory
timetable forthe Application;

OnJuly 31, 2015, PNG filed and requested confidential treatment of supplemental information on cost
estimates and revenuerequirementimpacts of the proposed interconnecting pipeline, citing commercial
sensitivity of the information and potential harm to commercial interestsin aglobally competitive
environment;

Registeredintervenersinthe proceedingare: British Columbia Pensioners’ and Seniors’ Organization, Active
Support Against Poverty, BC Coalition of People with Disabilities, Counsel of Senior Citizens’ Organizations of
BC, and the Tenant Resource and Advisory Centre; LNG Canada DevelopmentInc. ; and British Columbia
Hydro and Power Authority. FortisBCEnergy Inc. registered as aninterested party in the proceeding;

The Commission has reviewed the evidence in this proceeding and finds that certai n approvals are necessary
and inthe publicinterest.

NOW THEREFORE forthe reasons articulated in the Decision issued concurrently with this order, the
Commission orders as follows:

Pursuantto section 45 and 46 of the Utilities Commission Act (UCA), a Certificate of PublicConvenience and
Necessity (CPCN)is granted to Pacific Northern Gas Ltd (PNG) to construct and operate aninterconnecting
pipeline between its existing pipeline terminus at Kitimat, British Columbiaand the Douglas Channel area,
consisting of either:

a. A 10-inchdiametertransmission pipeline and related compression and metering facilities, or

b. A30-inchdiametertransmission pipeline and related meteringfacilities. The related compression
equipmentisalsoapproved provided the compression equipmentis electrically driven.

Should PNGchoose to utilize anon-electriccompression drive sized forthe 30-inch optionitmustapply for
a CPCN for that component of the project with justification and consideration of the British Columbiaenergy
objectivesinPart 1, section 2 of the Clean Energy Act.
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PNG mustsubmita compliance filing confirmingits decision to proceed with either the 10-inch or 30-inch
interconnecting pipeline option by the earlier of within 30 days of a decision being made or by the end of
2015, includinginformation described in the reporting section of the attached Decision.

Priorto the start of construction of the interconnecting pipeline, PNG must:
a. ensure paymentforall development costs are received,

b. havean executed Transportation Service Agreement (TSA) with EDF Trading Limited accepted by the
Commission and all applicable credit support with EDF Trading Limited, and

c. ensuregasmeteringisaddressedinits detailed design to address gas balancingissues for multiple
shippersas describedinthe attached Decision.

Pursuantto section 58 of the UCA, approval is granted forthe Interconnecting Transportation Reservation
Agreements (TRAs)between PNG and EDF Trading Limited dated January 23, 2015 and between PNGand
Triton LNG Limited Partnership dated July 22, 2015.

PNG, not its existing customers, will be responsible forany development costs in excess of amounts
recovered from shippers;

The recovery of actual project development costs from EDF Trading Limited in material tranches, as
incurred, until the development costs have been fully recovered, is approved.

With the exception of regulatory costs for this proceeding, PNG’s existing customers will not be atfinancial
risk for the proposed facility should the project not proceed.

Pursuantto section 58 of the UCA, approval is granted forthe form of the TSAs attached to the TRAs,
including the toll calculations, with the following exceptions:

a. PNGistoamendthe formof TSA andfile with the Commission no laterthan three months priorto
PNG’s expected start of construction as follows:

i. Anamendmenttoinclude administrative and general (overhead) costs forshippers that only
take service from PNG on the interconnecting pipeline;

ii. Anamendmenttoinclude comparable penalty charges forall shippersinthe eventashipper
takes excess gas during a curtailment.

b. The fixed $60,000 in Operating, Maintenance, General and Administrative (OMG&A) provision based
on 2013 dollarsandinflated by the Consumer Price Indexis approved in the toll calculations for the
10-inch pipeline option. Inthe event that the TSAs negotiated between PNGand the shippersona
30-inch interconnecting pipelineresultinarevenue shortfall related to OMG&A, such revenue
shortfall must not be recovered from existing ratepayers. PNG must provide an updated allocation
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of OMG&A based on actual costs, usingthe same methodology usedin the Application, as part of its
revenue requirement applications with the Commission.

c. Ifdifferencesarise betweenthe approved form of TSA, including above amendments, that are
significant, these differences must be filed with the Commission forapproval.

d. PNGmustfile all executed TSAs and otheragreements thatreserverights on the interconnecting
pipelinewith the Commission no laterthan ten days following their execution.

PNGisdirected toinvestigate potential options and provide a cost benefitanalysis for options to mitigate
stranded assetrisks and consequences with respect to the 10-inch pipelineon behalf of its existing
ratepayers and provide this analysis with its recommended option as part of its next revenue requirements
application.

PNG mustfile within 6months of the date of this ordera proposal outlininghow PNGintendsto approach
theissuesrelated to harmonization of terms and conditions among shippersincluding a timeline.

PNG must provide Project status reports and final project reportsincludinginformation as describedin the
Reporting section of the attached Reasons for Decision.

PNG mustcomply with all other directives contained in the Decisionissued concurrently with this order.

The project cost estimates and revenue requirement analysis information filed confidentially on
July 31, 2015 will be held confidential by the Commission.

DATED at the City of Vancouver, inthe Province of British Columbia, this 9" day of October 2015.

BY ORDER

Original signed by:

D. A. Cote
Panel Chair/ Commissioner

Orders/C-10-15_PNG_Interconnecting Pipeline CPCN
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IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473
and
Pacific Northern Gas Ltd.
Application for a Certificate of Public Convenience and Necessity to
Construct and Operate an Interconnecting Pipeline between Kitimat and Douglas Channel
EXHIBIT LIST
ExhibitNo. Description
COMMISSION DOCUMENTS
A-1 LetterdatedJuly 22, 2015 - Appointing the Commission Panel for the review of the Pacific
Northern Gas Ltd. Application fora Certificate of PublicConvenience and Necessity to
Constructand Operate an Interconnecting Pipeline between Kitimat and Douglas Chanel
A-2 LetterdatedJuly 22, 2015 — Commission Order G-122-15 establishing a Regulatory
Timetable
A-3 Letterdated August 14, 2015 — Commission Order G-137-15 amending the Regulatory
Timetable
A-4 Letter dated August 17, 2015 — Commission Information Request No. 1to PNG
A-5 CONFIDENTIAL Letter dated August 17, 2015 — Commission Confidential Information Request
No.1to PNG
A-6 Letter dated September 3, 2015 —Commission Information Request No. 2to PNG
A-7 CONFIDENTIAL Letter dated September 3, 2015 — Commission Confidential Information
RequestNo.2to PNG
APPLICANT DOCUMENTS
B-1 PAcIFIc NORTHERN GAs LTD. (PNG) Letterdated July 16, 2015 — Application for a Certificate of

PublicConvenienceand Necessity to Construct and Operate an Interconnecting Pipeline
between Kitimat and Douglas Channel

B-2 Letterdated July 29, 2015 — PNG Submitting Supplemental Information



Exhibit No.

B-2-1
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Description

CONFIDENTIAL Letter dated July 31, 2015 — PNG Submitting Confidential Supplemental
Information

B-3 Letterdated August 11, 2013 — PNG Submitting comments on review process

B-4 Letter dated August 28, 2015 — PNG Submitting Response to BCUCIR No. 1

B-5 CONFIDENTIAL Letter dated August 28, 2015 — PNG Submitting Response to Confidential
BCUCIRNo. 1

B-6 Letter dated August 28, 2015 — PNG Submitting Response to BCHydro IR No. 1

B-7 Letter dated August 28, 2015 — PNG Submitting Response to BCOAPOIRNo. 1

B-8 Letterdated August 28, 2015 — PNG Submitting Response to LNG Canada IR No. 1

B-9 CONFIDENTIAL Letter dated September 10, 2015 - PNG Submitting Response to Confidential
BCUCIR No. 2

B-10 Letterdated September 10, 2015 - PNG Submitting Responseto BCUC IR No. 2

B-11 Letter dated September 10, 2015 - PNG Submitting Responseto BCOAPOIRNo. 2

B-12 Letter dated September 10, 2015 - PNG Submitting Responseto LNG Canada IR No. 2

INTERVENER DOCUMENTS

C1-1 BRITISH COLUMBIA OLD AGE PENSIONERS’ ORGANIZATION, DISABILITY ALLIANCE BC, COUNCIL OF
SENIOR CITIZENS’ ORGANIZATIONS OF BC, AND THE TENANT RESOURCE AND ADVISORY CENTRE
(BCOAPO) Letter Dated July 29, 2015—- Requestfor Intervener Status by Sarah Khan, and
James Wightman

C1-2 Letterdated August 11, 2015 — BCOAPO Submitting comments on review process

C1-3 Letter dated August 24, 2015 —BCOAPO Submitting Information Request No. 1

C1-4 Letter dated September 3, 2015 —BCOAPO Submitting Information Request No. 2

C2-1 LNG CANADA DEVELOPMENT INC. (LNGC) Letter Dated August 7, 2015 — Request for Intervener

Status by Lisa Jamieson, Robin Sirett, Jan Poetsch and Krey Stirland
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Exhibit No. Description
C2-2 Letter Dated August 17, 2015 — LNGC SubmittingIRNo. 1to PNG
C2-3 Letter Dated September 3, 2015 — LNGC SubmittingIRNo. 2 to PNG
Cc3-1 BRITISH COLUMBIA HYDRO AND POWER AUTHORITY (BC HYDRO) — Web registration dated August

7, 2015 — Request for Intervener Status
C3-2 Letterdated August 11, 2015 — BC Hydro Submittingcomments on review process
C3-3 Letter Dated August 17, 2015 — BC Hydro SubmittingIRNo. 1 to PNG
INTERESTED PARTY DOCUMENTS
D-1 FORTISBC ENERGY INC. (FEI) Letter dated July 28, 2015 — Request for Interested Party Status

LETTERS OF COMMENT

E-1 District of Kitimat Council - Letter of Comment dated September 1, 2015
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