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1.   Trans Mountain and the Public Interest !
Reference:  i) Volume 1, Project Overview, (A3S0Q7), 1-12 !

 ii) Volume 1, Project Overview, (A3S0Q7), page 1-14 !
iii)Volume 1, Project Overview, (A3S0Q7), page 1-22 !
iv)Volume 1, Project Overview, (A3S0Q7), page 1-79  !
v)Volume 1, Project Overview, (A3S0Q7), page 1-5 !
vi) Environmental Assessment Equivalency Agreement, Between the NEB 
and the Province of British Columbia, June 21, 2010. Agreeement 
  

  vii) Trans Mountain Expansion Project, OH-001-2014, List of Issues, 
Appendix 1, #4, Hearing Order !

 viii) NEB, Filing Manual, January 2013, Definitions, Cumulative Effects !
 ix) Application, Risk Assessment and Management of Pipeline and Facility 

Spills, Volume 7, Section 6.3.1, Economy, page 7-86, (A3S4V6) 
          !

Preamble:   !
Reference (i) states the, “Application is being made pursuant to Section 52 of the National 
Energy Board Act (NEB Act) for the proposed Project. The NEB will undertake a detailed review 
and hold a Public Hearing to determine if it is in the public interest to recommend a Certificate of 
Public Convenience and Necessity (CPCN) for construction and operation of the Project.” 

!
Reference (ii) states, “On May 23, 2013 Trans Mountain filed a Project Description with the 
NEB, the first formal step in a comprehensive federal regulatory process seeking approval of the 
Project. Based on the results of early consultation with interested parties that began in 2012, and 
in recognition of the high level of public interest and the transition to the CEA Act, 2012, Trans 
Mountain recommended the NEB treat TMEP as a “Designated Project” under the CEA Act, 
2012.”  

!
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Reference (iii) states, “Finally, the Project is required from a broader public interest perspective 
to ensure that producers and governments obtain the highest value for their petroleum resources. 
Canadians are the ultimate owners of petroleum resources as represented through their provincial 
governments. The Canadian public is deprived of receiving the full market value for these 
resources when it is not possible to access the highest value end markets.”  

!
Reference (v) states, “…oil producer revenues in Western Canada are forecast to rise by $45.4 
billion over the first 20 years of the Project’s operations, as a result of higher netbacks that can 
be attributed to producers having access to new markets through the Project. This revenue 
associated with higher netbacks is expected to generate total federal and provincial fiscal benefits 
of $14.7 billion, with Alberta receiving $8.2 billion and the federal government $6.1 billion.” 

!
Reference (iv) states, “Based on the regulatory process that applies as described in this section 
and in Section 1.3 of this volume, Trans Mountain’s evidence, and the participation of 
intervenors and stakeholders in the NEB process will ensure that a rigorous and comprehensive 
environmental review will be completed by the NEB for the Project. Trans Mountain believes the 
NEB’s environmental and public interest review of the Project, will meet BC’s condition 1 
(successful completion of the Environmental Review Process).” 

!
References (i) – (iv) appear to be the only direct references to the public interest in Volume 1. 

!
Reference (ii) states that Trans Mountain and not the NEB determines the treatment of the 
Application pursuant to Canadian legislation, in particular whether or not the project falls under 
the definition of a “designated project” for purposes of environmental assessment.  

!
Reference (vi) is the Environmental Assessment Equivalency Agreement between the Province 
of British Columbia and the National Energy Board. 

!
Reference (vii) provides the list of issues in the public interest review and includes, “the potential 
environmental and socio-economic effects of the proposed project, including any cumulative 
environmental effects that are likely to result from the project, including those required to be 
considered by the NEB’s Filing Manual.” 

!
Reference (viii) is the filing manual in effect when Trans Mountain prepared its Application and 
defines cumulative effects as, “Changes to the environment that are caused by an action in 
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combination with other past, present and future human actions. (‘Action’ includes projects and 
activities.)” 

!
Reference (ix) states that, “Pipeline spills can have both positive and negative effects on local 
and regional economies, both in the short and long term. Spill response and clean-up creates 
business and employment opportunities for affected communities, regions, and clean-up service 
providers. This demand for services and personnel can also directly or indirectly affect 
businesses and resource-dependant livelihoods. The net overall effect depends on the size and 
extent of a spill, the associated demand for clean-up services and personnel, the capacity of local 
and regional businesses to meet this demand, the willingness of local businesses and residents to 
pursue response opportunities, the extent of business and livelihoods adversely affected (directly 
or indirectly) by the spill, and the duration and extent of spill response and clean-up activities. 
Evidence from past incidents shows that economic activities would be affected if a large spill 
were to directly affect an HCA such as a community or water body. The magnitude of effects 
resulting from a small spill on land would be smaller.” 

!
Request:   

!
a) Please confirm that the purpose of the Trans Mountain Expansion Project Public Hearing 

is to determine if it is in the public interest for Trans Mountain to construct the “Project” 
and operate the existing plus expanded system. If unable to confirm, please explain why 
the public interest review would not extend to the cumulative impact of the entire system 
as defined by the existing system and an expansion to that system. 

!
b) Please confirm that references (i) – (iv) are the only direct references to the public interest 

in Volume 1. If not confirmed please provide all other references to the public interest in 
Volume 1 of the Application. 

!
c) Please confirm Trans Mountain’s understanding of reference (vi) and its relevance to the 

current NEB Hearing. 

!
d) Please identify where in reference (vi): 

!
1. direct references to any aspect of the public interest are made and provide Trans 

Mountain’s understanding of the meaning of those direct references; and 
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2. the document explains that British Columbia’s public interest test will be served by 
the NEB process. 

!
e) Please confirm that the only reference that reflects Trans Mountain’s view of the public 

interest in Volume 1 of its Application is reference (iii). If not confirmed, please explain. 

!
f) Please provide any and all other direct references to the public interest as presented and 

endorsed by Trans Mountain in the body of the Application including an identification of 
whether it is Trans Mountain speaking to the issue, an expert witness speaking to the 
issue, or public interest is raised by or defined by a third party, such as the NEB and its 
requirements as determined by the Hearing Order, Filing Manual or as required by 
legislation and regulations. 

!
g) Please confirm that reference (iii) assumes the following links will achieve the public 

interest:  

!
i) producers gain access to “higher valued end markets”; 

ii) this access increases crude oil prices and producer netbacks; 

iii) higher crude oil prices increase royalties paid to Canadians as represented through 
their provincial governments; 

iv) higher crude oil prices (net of increased royalties paid) translate into a 
corresponding increase in producer profits; 

v) producer profits are taxed at the federal rate of 15% and the provincial rate of 
approximately 10% (depending upon provincial rates in effect) resulting in 
increased federal and provincial fiscal revenues; 

vi) the public interest is served when federal and provincial governments spend fiscal 
revenues (royalties and corporate taxes) generated from “higher valued end 
markets”. 

!
h) If not confirmed in (g), please indicate which of the links can be confirmed and 

summarize the missing links that Trans Mountain assumes will lead to the public interest 
being served as suggested in reference (iii). 

!
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i) Please confirm that Trans Mountain is postulating that increased revenues from higher 
netbacks identified in reference (v) are achieved when it is possible for producers to 
“access the highest value end markets.” If unable to confirm, please explain how higher 
netbacks attributed to producers having access to new markets through the Project in 
reference (v) relates to access to the highest value end markets in reference (iii).  

!
j) Please confirm that the Province of British Columbia does not receive royalties or 

provincial corporate tax revenue as a result of increased producer revenue from higher 
netbacks. If not confirmed please identify where in the Application it is shown that the 
Province of British Columbia receives royalties and direct provincial corporate tax 
revenue as a result of higher producer revenues as defined by higher netbacks.  

!
k) Please confirm that any potential fiscal benefit to British Columbia from higher producer 

revenues are assumed to result because of a per capita distribution share of the alleged 
federal tax revenues arising from federal corporate taxation of higher producer profits 
from higher netbacks. If not confirmed, please provide the source of fiscal benefits 
flowing to British Columbia because of higher netbacks. 

!
l) Please confirm that reference (iii) assumes pipeline transport to waterborne access is the 

only method by which full market value for petroleum resources can be achieved. If not 
confirmed, please explain: 

!
1. the meaning of “when it is not possible to access the highest value end use 

markets”; 

2. where those “highest value end use markets exist”; and 

3. how those markets will be accessed when Trans Mountain’s expansion takes place. 

!
m) Please confirm that when waterborne access is achieved on British Columbia’s west coast 

that a tanker leg of the journey to “new” markets remains and that shippers to those new 
markets must also bear the transport cost related to tanker transport. If not confirmed, 
please fully explain how the crude oil is assumed to reach “highest value end markets” 
once it arrives at the Westridge dock and confirm that any transport costs related to 
reaching those markets must be paid along with an identification of which parties are 
assumed to pay those transport charges. 

!
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n) Please confirm that for purposes of reference (v) whereby oil producers’ revenues are 
predicted to rise by $45.4 billion that this figure represents a proportionate share of the 
netback benefits assumed to result when expanded pipeline capacity comes on stream in 
2018. If not confirmed, please explain fully how $45.4 billion is derived. 

!
o) Please confirm that the predicted increase in total oil revenues from higher netbacks from 

2018 - 2037 is $140.3 billion, with Trans Mountain’s assumed share to be 26.6 percent 
plus $8.2 billion deemed to be achieved from exports to Asia. If not confirmed, please 
provide the predicted total increase in oil revenues from higher netbacks on heavy crude 
oil sales in North America, and sales to Asia, deemed to be realized between 2018 - 2037. 

!
p) Please provide the working definition of the public interest relied upon by Trans Mountain 

in the preparation of its Application. If Trans Mountain did not rely on a working 
definition of the public interest, please advise. 

!
q) If a working definition relied on in the preparation of the Application is provided, please 

confirm: 

!
1. that the owner of Trans Mountain, Kinder Morgan Energy Partners L.P. (KMP), had 

agreed to this working definition prior to the preparation of the Application; 

2. when Trans Mountain’s US based owner agreed to the definition of the Canadian 
public interest relied on in the preparation of the Application; and 

3. if this agreement to the definition of the Canadian public interest by KMP, relied on 
by Trans Mountain (or KMC), was subject to KMP Board approval and, if so, when 
such Board approval was granted. 

!
r) Please confirm that KMP completely supports the Application and fully endorses 

representations and commitments made in the Application filed with the NEB. If not 
confirmed, please identify the representations and commitments made in the Application 
that KMP does not support. 

!
s) Please confirm that KMP is a US Master Limited Partnership with its head office in 

Houston, Texas, USA. If not confirmed, please describe KMP as a corporate entity and 
identify where its head office is located. 

!
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t) Please confirm Trans Mountain’s working definition of the public interest, if provided in 
answer to (p), was communicated to all relevant staff, consultants, contractors, or experts 
involved in the Application to inform them in the preparation of the materials provided in 
the Application. If not confirmed, please explain how staff, consultants, contractors, or 
experts determined the scope of the public interest definition that should have been 
considered by them in preparing the materials relied on in the Application.  

!
u) If confirmed in (t), please provide any memos, letters, emails, or other written 

documentation to illustrate the communication of this definition to staff, consultants, 
contractors and/or experts.  

!
v) Does Trans Mountain consider the public interest determination to be separate from an 

environmental assessment determination such that each should be assessed on their own 
merits and decided upon independently? Please explain fully Trans Mountain’s view of 
the public interest and environmental interest determination. 

!
w) Please confirm that reference (iv) implies that the environmental review is not part of the 

public interest review but a distinct exercise when it states, “Trans Mountain believes the 
NEB’s environmental and public interest review of the Project, will meet BC’s condition 
1 (successful completion of the Environmental Review Process). If not confirmed, please 
explain fully, with examples of how Trans Mountain combines the public interest review 
with the environmental review qualitatively and quantitatively in its Application. 
(Emphasis added).  

!
x) Does Trans Mountain agree that a quantification of the environmental impacts from the 

project, if approved, should be part of the process that is needed to evaluate whether the 
proposed project is in the public interest. If not, please explain how Trans Mountain 
considers public interest costs and benefits and how it considers environmental costs and 
benefits and why considerations of the public interest and considerations of the 
environment would be separated. 

!
y) If Trans Mountain believes that public interest and environmental impacts are separate 

considerations, does this mean that Trans Mountain sees the evaluation of the public 
interest as exclusive of environmental considerations?  If no, please explain how Trans 
Mountain views environmental considerations and how those views are reflected in its 
economic benefits case presented in Volume 1. 

Page �  of �9 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

!
z) Please confirm that the Application will fail the public interest test if public interest costs 

outweigh public interest benefits of the Application. If not confirmed, please explain 
Trans Mountain’s view of the necessary and sufficient conditions required for the 
Application to be deemed not in the public interest. 

!
aa)Please confirm that the weighing of public interest costs and public interest benefits would 

be expected to result in a net cost-benefit quantification and that if the net cost-benefit 
quantification were negative, a recommendation for approval of the Application would not 
be in the public interest. 

!
bb)If not confirmed in (aa) please explain how a situation where the public interest costs 

outweigh the public interest benefits could be deemed to be in the public interest. If 
confirmed in (aa) please indicate where Trans Mountain has endeavoured to develop a 
costs versus benefits framework for the public interest and attempted to quantify such 
costs and benefits in the Application. 

!
cc)Please confirm that Trans Mountain provided a qualitative cost-benefit assessment of the 

overall affect of pipeline spills on the local and regional economy in the long and short 
term in reference (ix). If not a qualitative cost-benefit assessment of the economic impact 
of pipeline spills how would Trans Mountain characterize reference (ix). 

!
dd)Please confirm that when reference (ix) states, “The net overall effect (of a pipeline spill) 

depends on the size and extent of a spill, the associated demand for clean-up services and 
personnel, the capacity of local and regional businesses to meet this demand, the 
willingness of local businesses and residents to pursue response opportunities, the extent 
of business and livelihoods adversely affected (directly or indirectly) by the spill, and the 
duration and extent of spill response and clean-up activities” that this statement means it 
is possible for the economic benefits of a pipeline spill to exceed its economic costs.  If 
unable to confirm please provide an explanation for what is meant by the “net overall 
effect.” 

!
ee)Please confirm that if the economic benefits of an event, action or activity exceed its 

economic costs that Trans Mountain would consider that such an event, action or activity 
is in the public interest. If not confirmed, please confirm that there are events, actions or 
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activities where the economic benefits exceed the economic costs, but the public interest 
is better served if the event, action or activity does not take place.  

!
ff) Please confirm that it is the National Energy Board and Canadian Environmental 

Assessment Act (CEEA) that determine whether the Application would trigger an 
environmental assessment under the CEAA and a Section 52 hearing under the NEB Act, 
and not Trans Mountain. If not confirmed, please explain. 

!
gg) Please confirm that had the legislation that existed before the NEB Act (2012) and the 

CEAA Act (2012) been in force when Trans Mountain filed its Application on December 
16, 2013, that pursuant to the length of new pipeline right-of-way required in the 
Application that a Joint Review Panel consisting of representation from the CEAA and the 
NEB, a full public hearing under section 52 of the NEB Act, and an Environmental 
Assessment under the CEAA would have been required. If not confirmed, please provide 
Trans Mountain’s understanding of the requirements under the recently replaced 
legislation and provide references to the former legislation supporting Trans Mountain’s 
response. 

!
hh) Please confirm that a under the new legislation the Application is a “designated project” 

because more than 40 kilometres of new right of way is required. Please also include any 
other legislative requirements that would identify the proposed expansion project as a 
“designated project”, and thus result in a Section 52 application under the NEB Act and an 
environmental assessment under the CEAA. 

!
ii) Please identify when, and for what purpose, Trans Mountain (or any of the entities that 

have owned Trans Mountain’s assets since the pipeline came under the jurisdiction of the 
NEB) has filed an Application that required a review under the NEB Act section 52 and 
include references to any and all of the Application(s) including the NEB file number. 

!
jj) Please confirm the Province of BC is an intervenor in this Part III, Section 52 NEB 

Application. If not confirmed, please indicate Trans Mountain’s understanding of the role 
of the Province of BC in this Hearing (OH-001-2014). 

!
!
!
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2.  Kinder Morgan Corporate Structure 

!
Reference:  i) Volume 2, Project Overview, page 2-2, (A3S0Q8) !

ii) Trans Mountain Website Economic	  Bene6its	  Video in at 2:39 out 2:47 !
iii) NEB Information Request No. 1 to Trans Mountain Pipeline, Financial 
and Economics, 1.7, Corporate Structure, (A3V8V6) !
iv) British Columbia Utilities Commission, Application by Kinder Morgan, 
Inc. and 0731297 B.C. Inc. for the Acquisition of Common Shares of Terasen 
Inc.,  Decision, November 10, 2005, Reasons	  for	  Decision !
v) Application, Volume 2, Appendix C, Direct Evidence of John Reed, page 2 
and page 6, (A3S0R0) !
vi) Kinder Morgan Inc., Annual Financial Statement, 2013, Part I, page 8 
and Exhibit 21.1, Annual	  Report !
vii) Kinder Morgan Management LLC, Form 10-K, December 31, 2013, page 
4, 7 and 8, Annual	  Report  !
viii) Kinder Morgan Analyst Conference, Investor Presentation, Ian 
Anderson, January 29, 2014, Slide 3, Presentation	  Slides !
ix)  Trans Mountain Pipeline ULC, Responses to Canadian Association of 
Petroleum Producers, Information Request No. 1, RH-001-2012, page 4 and 
5, Revised January 10, 2013, Exhibit B16-‐6 

!
Preamble:  

!
Reference (i) states: “Trans Mountain Pipeline ULC (Trans Mountain) is a Canadian corporation 
with its head office located in Calgary, Alberta (AB). Trans Mountain is a general partner of 
Trans Mountain Pipeline L.P., which is operated by Kinder Morgan Canada Inc. (KMC), and is 
fully owned by Kinder Morgan Energy Partners, L.P. Trans Mountain is the holder of the 
National Energy Board (NEB) certificates for the Trans Mountain pipeline system (TMPL 
system).” 

!
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“Kinder Morgan is the largest midstream and the fourth largest energy company (based on 
combined enterprise value) in North America. Kinder Morgan owns an interest in or operates 
approximately 130,000 km of pipelines transporting natural gas, refined petroleum products, 
crude oil, and carbon dioxide (CO2). The Kinder Morgan family of companies has four publicly 
traded entities: Kinder Morgan, Inc., Kinder Morgan Energy Partners, L.P. (KMP), Kinder 
Morgan Management, LLC and El Paso Pipeline Partners. Combined, the Kinder Morgan 
companies have an enterprise value of approximately $105 billion.” 

!
“Kinder Morgan, through its operating company KMC, has owned and operated the Trans 
Mountain pipeline (TMPL) since 2005. Trans Mountain is the holder of the operating certificate 
from the NEB for the TMPL and is the applicant for the expansion.” 

!
In light of the complex corporate structure and interlocking business relationships outlined in 
reference (i) it is necessary to seek an understanding of the purpose and impact of these 
structures. Although complex corporate structures may benefit a business by reducing liability 
and protecting shareholder earnings, these complex structures may or may not be in the public 
interest if the public’s reasonable expectation of attribution of liability and fair tax contribution 
are not met. !
Reference (ii) states, “And as Canadians we will have an asset that unlocks access to world 
markets and continues to support our economy.” 

!
Reference (iii) is an Information Request submitted to Trans Mountain by the Panel. Every effort 
has been made not to duplicate the Panel’s questions in reference (iii). Please take efforts to 
provide direct answers to the questions as posed, as the Panel’s questions do not sufficiently 
cover the scope of answers sought here. For greater clarity, please include the full text, charts, 
tables, schematics or other relevant materials relied on in support of answers to this Information 
Request respecting corporate structure. 

!
Reference (iv) is the Decision by the BC Utilities Commission granting approval for Kinder 
Morgan Inc. to purchase the shares of Terasen Inc. (Terasen). The sale of Terasen shares also 
included the sale of the Trans Mountain Pipeline system because the Trans Mountain Pipeline 
system was wholly owned by Terasen. Reference (iv) states, “Terasen also owns all of the 
outstanding shares of Terasen Pipelines (Trans Mountain) Inc. (“TM”). TM is not regulated by 
the BCUC, but rather by the National Energy Board.” Thus, the purchase of Terasen Inc. 
triggered a review by the BC Utilities Commission but TM and Terasen Pipeline (Jet Fuels) Inc. 
were exempt from the review. 
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!
Reference (v) explains, “The purpose of my direct evidence is to address two major areas: 1) a 
review and assessment of whether the Trans Mountain Expansion Project (“TMEP” or the 
“Project”) meets the Board’s standards for economic and financial feasibility, which are 
important criteria for the determination of whether a project is in the public interest;” 

!
Reference (v) cites Section 52 of the NEB Act and explains that the public interest test will be 
met because:  “[T]he Board shall have regard to all considerations that appear to it to be relevant, 
and may have regard to the following: 

(a) the availability of oil, gas or any other commodity to the pipeline;  

(b)  the existence of markets, actual or potential; 

(c) the economic feasibility of the pipeline; 

(d) the financial responsibility and financial structure of the applicant, the 
methods of financing the pipeline and the extent to which Canadians will 
have an opportunity of participating in the financing, engineering and 
construction of the pipeline; and 

(e) any public interest that in the Board's opinion may be affected by the granting or 
the refusing of the application. (Emphasis added)	


In practice, the Board’s standard for determining if a project is economically feasible—criterion 
(c) above—has been the presentation of satisfactory evidence that criteria (a), (b) and (d) above 
have been met.” !
Reference (vi) explains that “Kinder Morgan, Inc. is the largest midstream and the third largest 
energy company in North America with a combined enterprise value (including its two publicly 
traded MLP subsidiaries) of approximately $110 billion. Our common stock trades on the NYSE 
under the symbol “KMI”.”	

“We own the general partner interests of Kinder Morgan Energy Partners, L.P. (NYSE: KMP) 
and El Paso Pipeline Partners, L.P. (NYSE: EPB), along with limited partner interests in KMP 
and EPB and shares in Kinder Morgan Management, LLC (NYSE: KMR).” In Exhibit 21.1 of 
reference (vi) Kinder Morgan Canada LLC, not cited in reference (i), is listed as a subsidiary of 
KMI.	

!
Reference (vii) explains that KMGP means Kinder Morgan G.P. Inc., and KMP means Kinder 
Morgan Energy Partners, L.P. and its majority-owned and controlled subsidiaries. Reference (vii) 
states that “KMGP remains the sole general partner of KMP and all of its operating partnerships. 
KMGP retains all of its general partner interests and shares in the profits, losses and distributions 
from all of these partnerships.”  Reference (vii) also explains that, "KMGP as general partner of 
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KMP, delegated to us (Kinder Morgan Management LLC known as KMR), to the fullest extent 
permitted under Delaware law and the KMP partnership agreement, and we assumed, all of 
KMGP’s power and authority to manage and control the business and affairs of KMP and KMP’s 
operating partnerships.”	

!
Reference (viii) provides Trans Mountain’s Distributable Cash Flow (“DCF”) contribution from 
the system to its owners from 2010 to 2014 including “book tax” and “cash tax”.	

!
Reference (ix) states that the proposed expansion project represents an “investment decision 
based on a return on investment that is acceptable to Trans Mountain and its owner taking into 
account the cash flow generated by the negotiated tolls that were agreed to by Trans Mountain 
and Committed Shippers…The funding for this project will be raised by and provided to Trans 
Mountain by its owner Kinder Morgan Energy Partners L.P. (KMP). KMP makes investment 
decisions based on expected internal rate of return over the life of the project…KMP’s actual 
return have been consistent with a 12-15% threshold.”	

!
Request:   

!
a) Please provide a detailed current corporate structure schematic for all entities in the 

Kinder Morgan family of companies including their operating or non-operating 
relationships and ownership, incorporation date and status (ULCs, LPs, MLPs, General 
Partners, corporations including but not limited to “S” “C”, etc), jurisdiction of 
incorporation, and ownership links to other Kinder Morgan entities and tax status. For 
greater clarification, a schematic and explanation of the relationships for all entities is 
requested as reference (vi) and (vii), although not exhaustive, indicate there are a number 
of entities that may have a right to share in the cash flow generated by Trans Mountain’s 
assets, if not directly, indirectly.  

!
b) Please provide the extent to which Canadian investors currently participate in the equity 

financing of the Trans Mountain asset. Please provide the information in a manner that 
indicates the number of outstanding shares or units as the case may be, the proportion that 
are held by Canadians and the proportion of those that are held by non-Canadians. This 
evidence to include but not be limited to: 

!
1. an identification of the ownership of all the entities that own or control Trans 

Mountain Pipeline ULC, Trans Mountain Pipeline LP, Kinder Morgan Canada, and 
any other entities registered in Canada related in any way to the Trans Mountain 
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pipeline system, including the jurisdiction where these owning and controlling 
entities are registered; 

!
2. the opportunity for shareholding or unit holding in the entities that own or control 

Trans Mountain and indicate whether these opportunities are through public trading 
on stock exchanges, and if through public trading, which stock exchange(s), or if the 
opportunity is through private investment the nature of the private investment 
opportunity; and 

!
3. what percentage of each of the owning or controlling entities Canadian shareholders 

or Canadian unit holders form of the owners, voting and non-voting. 

!
c) Please provide details and explain fully the extent to which individual Canadians or 

Canadian financial institutions will have an opportunity to participate in the debt 
financing of the “Project”. 

!
d) Please confirm that since “funding for this project will be raised by and provided to Trans 

Mountain by its owner Kinder Morgan Energy Partners L.P.” that this represents sole 
source debt and equity financing to Trans Mountain determined by its owner KMP at its 
required rate of return for investment projects. If not confirmed, please provide evidence 
that indicates Trans Mountain’s ability to seek debt and equity financing for the project 
including proof that it is unencumbered by KMP and and as such, Trans Mountain can 
source debt and equity financing in Canadian financial markets if it so chooses. 

!
e) Please confirm: 

!
1. that Kinder Morgan Canada Inc. (KMC), Trans Mountain Pipeline ULC, and Trans 

Mountain Pipeline LP are not publicly traded entities; 

!
2. that Kinder Morgan Canada LLC is not a publicly traded entity; 

!
3. the entities in e)1 are wholly owned by KMP, which is a Master Limited Partnership 

in the US, publicly traded on the New York Stock Exchange; 

!
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4. the entity in e)2 is wholly owned by KMI; 

!
5. if confirmation cannot be provided in e)1 - e)4, please provide the correct 

information. 

!
f) Please confirm that Kinder Morgan Canada Inc. would be considered an “operating 

partnership” of KMP. If not an “operating partnership” of KMP, please explain how KMP 
considers KMC. 

!
g) Please identify any and all entities in Canada that would be “operating partnerships” of 

KMP. 

!
h) Please provide information that clearly links the ownership of the Trans Mountain asset 

directly to Canadians because “as Canadians we will have an asset that unlocks access to 
world markets and continues to support our economy”. 

!
i) Please clearly indicate: 

!
1. which entity in the corporate structure owns the Trans Mountain assets currently; 

2. which entities control the ownership of the entity that owns the assets and their 
corresponding shares or units including voting or non-voting rights associated with 
those share and/or unit holdings; and 

3. the ownership rights that Trans Mountain Pipeline ULC (as holder of the 
Certificates of Public Necessity and Convenience (CPNC) that allows the Trans 
Mountain assets to be operated and maintained) has with respect to the entity that 
directly owns the Trans Mountain assets.  

!
j) If the TMPL assets are held in an entity other than Trans Mountain Pipeline ULC, which 

holds the current NEB certificates (CPNCs), please provide the commercial, or other 
business reason(s), for the corporate separation of the assets from the regulatory right to 
operate and maintain those assets. 

!
k) Please confirm that it is the intention for the corporate entity identified in (i)1 to also own 

the assets of the expanded system, including the new pipeline, storage tanks, marine 
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facilities and any other capital enhancement related to the “Project” should approval of the 
Application be recommended. If confirmation cannot be provided, please indicate what 
entity is expected to hold the assets after the project is expanded, if the transfer of the 
existing assets to that entity is contemplated, and when the transfer of assets related to the 
existing system is intended to occur. 

!
l) Please confirm that KMC, as Trans Mountain’s operator, has no authority to make 

decisions and undertake changes respecting the corporate structure of KMP’s or KMI’s 
Canadian based business activities. If not confirmed, please explain KMC’s role and 
authorities with respect to decision making for changes to the corporate structure of 
Kinder Morgan’s Canadian based activities. 

!
m) Please confirm that Kinder Morgan Inc., (KMI) purchased the shares of Terasen Inc. in 

2005 and the date this transaction took place. If not confirmed, how did Kinder Morgan 
Inc. undertake the acquisition of Teresen Inc.? 

!
n) Please confirm that the purchase in (m) required a review under British Columbia Utilities 

Commission legislation for the Terasen facilities regulated by the BCUC. If not confirmed 
please explain the nature of the public review that was required. 

!
o) Please confirm that when Kinder Morgan bought Terasen this transaction included the 

Trans Mountain Pipeline system and that Terasen Pipelines (Trans Mountain) Inc. (“TM”) 
held the NEB CPCN granting authority to operate the pipeline and related facilities and 
that TM also owned and controlled the Trans Mountain assets. If not confirmed, please 
indicate if the transaction identified in (m) included the Trans Mountain assets, and 
provide the name of the entity that held the CPCN, the name of the entity that owned the 
assets and the name of the entity(ies) that controlled the entity that owned the Trans 
Mountain assets. 

!
p) Please confirm that TM was an NEB regulated utility. If not, please indicate which 

authority regulated TM. 

!
q) Please confirm the NEB undertook no review of the Kinder Morgan and Terasen 

transaction in 2005. If a review was undertaken please provide the reference. If no review 
was undertaken please provide the reasons as to why no review was undertaken. 

!
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r) Please provide the history of the transactions, corporate restructuring, including dates, 
which occurred to result in the Trans Mountain assets being placed into the entity 
identified in (i)1, beginning in 2005 when Kinder Morgan purchased shares of Terasen 
that included Terasen Pipelines (Trans Mountain) Inc or TM.  

!
s) In the history provided in response to (r), please include a discussion of any and all NEB 

application(s) requesting permission to transfer the CPCN, and identify with references, 
any other regulatory applications or NEB reviews that have been necessitated because of 
corporate reorganizations, revisions, asset transfers or other changes which led to the 
corporate structure related to the Trans Mountain assets, ownership, control and operation 
which currently exists. 

!
t) Please confirm that the Business Corporation Act (Alberta) (BCAA) was amended on May 

17, 2005 to permit the incorporation of unlimited liability corporations in Alberta and 
indicate whether Trans Mountain Pipeline ULC is incorporated under this Act. If Trans 
Mountain Pipeline ULC is not incorporated in Alberta, please indicate the jurisdiction 
where Trans Mountain Pipeline ULC is incorporated. If unable to confirm the date of 
amendments to the BCAA to permit incorporation of ULC’s in Alberta as May 17, 2005, 
please provide the date when such permitting amendments were made. 

!
u) Please provide the date Trans Mountain Pipeline ULC was incorporated as a ULC and the 

business reasons, including tax reasons, for making the change. 

!
v) Please confirm that ULC partnership-like characteristics create certain advantages under 

US tax law for US resident corporations who own investments in Canada. If confirmation 
cannot be provided, what is Trans Mountains’s understanding of the US tax law treatment 
of a US resident corporations and/or partnerships who own ULCs in Canada including a 
discussion of the treatment of ULCs in the jurisdiction where Trans Mountain Pipeline 
ULC is registered? 

!
w) Please indicate the tax benefits achieved or achievable, in Canada and the US, by Kinder 

Morgan/Trans Mountain with respect to the ULC structure as these benefits pertain to: 

!
1. book taxes as defined by Kinder Morgan/Trans Mountain in reference (viii); 

2. accounting book taxes (if different than the book tax definition in reference (viii)); 
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3. cash taxes, including but not limited to a discussion that addresses withholding 
taxes and withholding tax rates. 

!
x) Please confirm that shareholders of an Alberta ULC are jointly and severally liable for any 

liability, act or default of the Alberta ULC, but that this liability can be avoided by 
interposing an appropriate limited liability entity such as a limited partnership, US “C” 
Corporation, or US “S” Corporation, between the Alberta ULC and the US resident. If 
confirmation cannot be provided indicate if Trans Mountain or Kinder Morgan is aware of 
any methods and explain those methods whereby the shareholders of an Alberta ULC can 
limit their liability. 

!
y) Does the Kinder Morgan corporate structure include a limited liability entity between 

Trans Mountain Pipeline ULC and its US resident owner? Please identify the entity(s) by 
name and location within Kinder Morgan’s corporate structure on the chart provided in 
(a). 

!
z) If Kinder Morgan has a limited liability corporate entity(ies) between Trans Mountain 

Pipeline ULC and its US resident owner, has Kinder Morgan, or could Kinder Morgan, 
rely on this structure to limit liability in the case of its investment in Trans Mountain? 
Please explain fully. 

!
!
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!
3. Trans Mountain Operating Revenue and Tax Liability 

!
Reference : i) Application, The Trans Mountain Expansion Projects, Understanding the 

Economic Benefits for Canada and its Regions, Glen Hodgson, Conference 
Board of Canada, Volume 2, page 5-7 including Table 1, page 10, page 29-30 
and page 58.  (A3S0R0) 

  

 ii) Application, Volume 1, page 1-2, (A3S0Q7) 

!
 iii) Application, Trans Mountain Pipeline ULC, For Approval of 2014 Final 

Tolls Pursuant 2013 to 2015 Incentive Toll Settlement, 2014, Final Toll 
Calculation Schedules, Attachment 1, A3V8F2, 2014 Schedule 

!
 iv) Kinder Morgan Analyst Conference, Investor Presentation, Ian Anderson, 

January 29, 2014, Slide 3, Presentation Slides 

!
 v) Kinder Morgan Analyst Conference, Investor Presentation, Ian Anderson, 

January 30, 2013, Slide 4,  Presentation Slides 

!
Preamble 

!
Reference (i) page 5-6 evaluates “the economic and fiscal impacts associated with the proposed 
expansion of the Trans Mountain pipeline” by assessing “the impacts associated with operating 
the pipeline once it is up and running…over its first 20 years of service under two scenarios. The 
first considers the impact of only the long-term contracts that have been signed and can be 
considered the minimum impact associated with firm commitments. The second scenario 
assesses the economic impacts when the spot or non-firm capacity in the pipeline is fully 
utilized, and can be considered the maximum impact.” 

!
Reference (i) claims the Trans Mountain Expansion project, “(O)once operational…will also 
generate positive economic and fiscal impacts on an ongoing basis.” 

!
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Reference (i), page 29 -30 estimated the annual revenues associated with the long term contracts 
“to be $944 million” net “information provided by Trans Mountain…that the revenues associated 
with the existing pipeline are approximately $300 million per year” for annual revenue of “$644 
million.” 

!
Reference (i) page 6 predicts fiscal impacts from pipeline operations are expected to generate 
“between $2.5 billion and $3.3 billion in combined federal and provincial revenues over the first 
20 years of operations. A key reason for this is that the oil pipeline industry generates large 
corporate income tax effects. Corporate profits account for the largest share of the revenues (60.1 
per cent)…” 

!
Reference (i) page 10 explains that, “In this report we quantify four economic effects associated 
with the development and operations of the TMEP, including the following: 

1) Direct Effects…during the operational phase all of the effects occur in the oil pipeline 
industry. 

2) Indirect Effects. The indirect or supply chain effects measure the economic effects 
associated with the use of intermediate inputs or other support services that will be used to…
maintain it (the pipeline) once it is operational. 

3) Induced Effects. The induced effects occur when the wages that employees earn from the 
direct and supply chain effects are spent. As such, the economic impacts associated with 
induced effects generally occur in consumer oriented industries, such as retail. 

4) Fiscal Effects. Finally, we measure the fiscal impact associated with the other three 
economic effects, at both the federal and the provincial level. 

In order to conduct this analysis, we use both Statistics Canada’s interprovincial Input-Output (I/
O) model and the Conference Board of Canada’s proprietary forecasting models. The direct, 
indirect, and induced gross domestic product (GDP) and employment impacts associated with 
the construction and operation of the TMEP were generated using Statistics Canada’s I/O model, 
which allows for detailed supply chain analysis for nearly 300 different industries by province…
The fiscal effects were estimated by the Conference Board of Canada. The revenue…estimates 
associated with the…operation of the TMEP used to conduct the analysis were prepared by Trans 
Mountain Pipeline.” 

!
Reference (i) page 58 states that, “I/O models typically assume that all firms within an industry 
are characterized by a common production process. In practical terms, the model reflects an 
industry average, thus Trans Mountain’s operations and business practices are assumed to be the 
same as other oil pipeline operators such as Enbridge or TransCanada. If Trans Mountain’s 
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production structure is significantly different from the industry average than (sic) the economic 
impact results may be different from what is characterized here.” 

!
Reference (ii) explains that “In June 2012, Trans Mountain filed a toll application with the NEB 
respecting the contract terms and toll structure that would be implemented for an expansion of 
the TMPL system. In May 2013, the Board approved these contract terms and toll structure in 
decision RH-001-2012.” 

!
Reference (iii) provides the final toll calculation schedules for Trans Mountain’s existing 
operations. These schedules were filed as Attachment 1 with the NEB on April 10, 2014 as part 
of Trans Mountains request for 2014 toll approval pursuant to the 2013 - 2015 Incentive Toll 
Settlement (ITS). ITS-21, line 14 indicates Trans Mountain Income Tax Expense for the twelve 
months ending December 31, 2013 was negative. 

!
Reference (iv) is a slide from a Kinder Morgan Analysts Conference January 29, 2014 as 
presented by Kinder Morgan Canada President, Ian Anderson. The slide illustrates a table titled 
Trans Mountain-DCF in US dollars. The slide includes a row of figures identified as “Trans 
Mountain System Contribution”, a row identified as “add back book tax” and a row of figures 
identified as “less cash tax”. DFC, book tax and cash tax are summed to a row identified as 
“Trans Mountain System”. The time horizon for the table is 2010 - 2014. The cash tax amount in 
2013 is negative. 

!
Reference (v) is a slide from a Kinder Morgan Analysts Conference January 30, 2013 as 
presented by Kinder Morgan Canada President, Ian Anderson. The slide illustrates a table titled 
Trans Mountain-DCF in US dollars. The slide includes a row of figures identified as “Trans 
Mountain System Contribution”, a row identified as “add back book tax” and a row of figures 
identified as “less cash tax”. DFC, book tax and cash tax are summed to a row identified as 
“Trans Mountain System”. The time horizon for the table is 2009 - 2013. The “cash tax” amount 
in 2009 is negative. 

!
Request: 

!
a) Please: 

1. confirm that DCF means Distributable Cash Flow; 

2. confirm DCF is remitted to Trans Mountain’s owners and identify which owners; 
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3. explain if this annual distribution is effected on a monthly, quarterly or annual basis; 

4. provide Kinder Morgan’s definition of DCF for Trans Mountain, for KMP, and for any 
other entity that receives a part or a whole of the distributions from Trans Mountain 
system.  

5. confirm that the cash distributions from Trans Mountain are received in whole by KMP 
and then redistributed to other Kinder Morgan US registered entities as per the relevant 
partnership agreements once received by KMP; 

6. If not confirmed in a) 1-2 and 5, please provide the meaning of the letters DCF and 
define fully, including an explanation of the flow of funds from Trans Mountain 
through to KMP and its owners including a response to a) 3 - 4. 

!
b) Please confirm that in reference (iv) the line item “Trans Mountain System” figures “Actual” 

represents distributions to Trans Mountain’s US based owner(s) each year as indicated from 
2010 - 2013 and “Budget 2014” represents anticipated distributions to Trans Mountain’s US 
based owner(s) for 2014. Please provide the names of the entities that received these and will 
receive these distributions in 2014, on a proportional or absolute basis (if proportions vary 
from year to year). If not confirmed please explain fully the amounts identified in reference 
(iv) and where these amounts were distributed (which Kinder Morgan entity(ies) received the 
amounts), identified by corporate entity name. 

!
c) Please define the following terms presented in reference (iv): 

!
1. Trans Mountain System Contribution; 

2. book tax; and 

3. cash tax. 

!
d) Please confirm the definitions provided in c) 1-3 also apply to reference (v). If unable to 

confirm please provide an indication of where and how the definitions differ and provide the 
appropriate definitions of these terms as used in reference (v). 

!
e) Please provide further details underlying the determination of “Trans Mountain System” DCF 

reference (iv) and please include 2009 actuals in reference (v). The details to include: 

!
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1. the net income included in the “Trans Mountain System Contribution” for each of the 
years shown; 

2. a detailed explanation of the differences between the “Trans Mountain System 
Contribution” and the return on equity; 

3. details of the income tax rates used for calculating the book taxes in each of the 5 years; 

4. the primary five items that result in the cash taxes differing from the book taxes; and 

5. reconcile the amounts noted above to the amounts shown on Trans Mountain’s Incentive 
Toll filing in reference (iii) ITS-14 and ITS-21 for 2013 and forecast for 2014. 

!
f) Please reconcile Trans Mountain’s “book tax” $19.3 million US in 2013 in reference (iv) with 

reference (iii) ITS-14 2013 Line 11 Approved Income Tax Provision $7,406 million, 2013 
Actual $7,114 and ITS-21 line 14 Income Tax Refund $524,000. 

!
g) Please confirm that in developing an operating revenue input figure for use in its I/O analysis 

as described in reference (i) the Conference Board, and not Trans Mountain, estimated the 
annual anticipated revenues from long term contracts “to be $944 million based on the 
projected capital costs of the Project and the toll structure that would be applied” netting off 
$300 million a year for the operations of the existing system to result in a figure of $644 
million for each of 20 years to arrive at an input figure for the I/O model of $12,888 million. 
If not confirmed, please explain who developed the operating input figure relied on as input 
into the I/O model, how the figure was developed, and the amount of the operational revenues 
relied on as input into the I/O model. 

!
h) Please confirm that it was Trans Mountain and not the Conference Board that prepared the 

$300 million a year revenue figure for the existing Trans Mountain system and clearly 
indicate whether Trans Mountain informed the Conference Board of an annual requirement or 
practice Trans Mountain maintains whereby a significant portion of the annual revenues 
generated by the operation of the existing system are distributed to its US based parent on a 
regular, and at least annual, basis. If unable to confirm, please identify who prepared the $300 
million per year revenue figure and if the Conference Board accepted the gross revenue figure 
as being spent in the Canadian economy to operate and maintain the existing pipeline. 

!
i) Please confirm that it was the Conference Board and not Trans Mountain that prepared the 

$644 million a year revenue figure for the net operating revenue projection of the expanded 
Trans Mountain system and clearly indicate whether Trans Mountain informed the 
Conference Board of an annual requirement or practice Trans Mountain intends to maintain 
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whereby a significant portion of the annual revenues generated by the operation of the 
expanded system will be distributed to its US based parent on an annual basis. If unable to 
confirm, please identify who prepared the $644 million per year revenue figure and if the 
Conference Board accepted the gross revenue figure related to the expansion as being spent in 
the Canadian economy to operate and maintain the expansion portion of the pipeline system. 

!
j) Please confirm that the Conference Board estimated the GDP effects from the operation of the 

expansion by relying on a figure of $644 million annually in operating revenues for scenario 
1, which in aggregate would be expected to be $12,888 million. If unable to confirm, please 
provide the annual and aggregate figure relied on to shock the I/O model in order to estimate 
the GDP and person years of employment impact from the operation of the Trans Mountain 
expansion. 

!
k) Please confirm that if it were understood that a significant share of annual operating revenues 

were to be regularly, and at least annually, distributed to a US based owner that netting off this 
share from the annual Trans Mountain expansion related operating revenue estimate would be 
prudent in order to more accurately reflect the GDP impact on the Canadian economy of 
operating the Trans Mountain expansion. If not confirmed, please explain why significant 
regular and anticipated distributions by one company in the pipeline industry (Trans 
Mountain) to its US parent in a static I/O model “that reflects an industry average” would not 
be required at the input estimation stage of I/O analysis.  

!
l) Please confirm that the “impacts of only the long term contracts” as described in reference (i) 

for the first scenario of operating impacts refers to the revenues which are expected to arise 
from the toll structure approved in RH-001-2012 for committed shippers, and provide these 
estimated amounts by year from 2018 - 2037 in constant 2012 and current dollars. If not 
confirmed, please provide a detailed schedule by year from 2018 - 2037 of the revenues 
expected to arise as a result of committed shipper payments related to the expansion project. 

!
m) Please confirm that the second scenario described in reference (i) which assumes “the spot or 

non-firm capacity in the pipeline is fully utilized, and can be considered the maximum 
impact” refers to the revenues which are expected to arise from the toll structure approved in 
RH-001-2012 for committed shippers and spot shippers, if the system is operating at full 
capacity and provide these amounts by year in constant 2012 dollars and current dollars. If 
not confirmed, please provide a detailed schedule by year from 2018 - 2037 of the revenues 
expected to arise as a result of committed and spot shipper payments in both constant 2012 
and current dollars. 
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!
n) Please confirm that if an analysis on the economic impact of the current Trans Mountain 

system as defined in reference (i) was to be undertaken for 2013 that a reliable estimate of the  
impact in 2013 would be the actual revenues in 2013 less the cash flow distributed to the US 
parent. If not confirmed, please provide an estimate for operating revenue impact in 2013 that 
could be relied on to establish an input for the I/O model relied on in reference (i).  

!
o) Please confirm that the actual revenue earned on Trans Mountain’s regulated assets in 2013 is 

provided in reference (iii) Schedule ITS-21, Line 8 and totals $278,837,000 CDN. If not 
confirmed, please provide the total figure for revenue received for operating the Trans 
Mountain system in 2013 and reconcile the figure to the ITS schedules. 

!
p) Please confirm that the “approximately $300 million per year” determined from information 

provided by Trans Mountain and relied on in reference (i) to determine the “net revenues 
associated with operating the existing system” are representationally consistent with the 
ITS-21, line 8, Total Revenue $278,837,000 as provided in (iii) above. If not confirmed, 
please explain the relationship between the “approximately $300 million per year” and Trans 
Mountain’s Total Revenues in ITS-21 and explain how the substance behind these figures 
differs. 

!
q) Please confirm that the distribution of cash flow to the US based parent in 2013 as 

represented in reference (iv) is $185.6 million US. If not confirmed, explain. 

!
r) Please provide an exchange rate acceptable by Trans Mountain in order to translate US dollars 

to Canadian equivalent from 2006 - 2013 and the assumed rate for 2014. 

!
s) Did Trans Mountain inform the Conference Board of Trans Mountain’s annual cash flow 

distributions to US owners? If yes, please provide the details of the actual amounts identified 
by year, and the projected amounts by year from 2014 to 2037 assuming the expansion is 
operational under the long term committed shipper scenario 1, and assuming the expansion is 
operational under the long term shipper and fully utilized spot shipper scenario 2. 

!
t) If Trans Mountain did not inform the Conference Board of the annual distributions paid in 

past years and those anticipated for future years please explain why not.  

!
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u) Please provide a forecast of anticipated distributions to Trans Mountain’s US owners, 
prepared by Kinder Morgan/Trans Mountain (not the Conference Board) from 2014 - 2037 
assuming the project does not proceed and assuming it does proceed. In the case where the 
project does proceed please provide an estimate of the distributions to the US owners under 
the scenario whereby only committed shipper contracts are operational and the scenario 
whereby the committed and total spot volumes are operational as defined as the “minimum 
impact” and the “maximum impact” scenarios in reference (i). 

!
v) Please confirm that an annual distribution arising from revenues generated in Canada to a US 

entity is an outflow of revenues from the Canadian economy. If not confirmed please describe 
how Trans Mountain would characterize the distribution of cash flow generated in Canada 
and distributed to a US owner. 

!
w) Please confirm the I/O model relied on in reference (i) cannot recognize an annual transfer of 

revenues generated from operations in Canada to the US if “the model reflects an industry 
average, thus Trans Mountain’s operations and business practices are assumed to be the same 
as other oil pipeline operators such as Enbridge or TransCanada” if neither Enbridge nor 
Trans Canada distribute cash flow generated in Canada to US entities in a manner consistent 
with Trans Mountain’s practice. 

!
x) Please confirm that if the Trans Mountain Expansion Project does not proceed that the Trans 

Mountain system will continue to earn revenues in the future and that these revenues would 
be based on the ITS settlement until 2015 and then a new toll settlement established 
thereafter. If not confirmed, please explain how the anticipated revenues for the existing 
system would be expected to be established absent expansion of the system. 

!
y) Please provide the data, by year, to 2037 in 2012 constant dollars and current dollars that the 

Conference Board relied on to represent the existing revenue stream from Trans Mountain’s 
operations and the forecast revenue stream that would be likely to occur if the expansion does 
not take place, as well as the revenue stream from 2018 - 2037 that the Conference Board 
relied on to develop gross revenues from scenario 1 and scenario 2 as defined in reference (i). 

!
z) Please confirm that reference (i) estimates the fiscal impact from scenario 1 to be $2.5 billion 

and the fiscal impact from scenario 2 to be $3.3 billion over the first 20 years of operation and 
that this figure is consistent with the federal and provincial fiscal impact from project 
operations of $2,548.6 million (2012$) using the minimum impact scenario provided in Table 
1, reference (i) and consistent with the figures $2,548.6 million (2012$) and $3,305.1 million 
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(2012$) in Table 5, page 41 of reference (i). If not confirmed please explain how the figure 
$2,548.6 in Table 1 relates to the $2.5 billion in reference (i) and the figures $2,548.6 and 
$3,305.1 in Table 5 relate to the $2.5 and $3.3 billion in reference (i) respectively. 

!
aa)Please confirm that 60.1% of the fiscal revenues the Conference Board predicts from 

operating the proposed expansion in reference (i) are assumed to arise from the taxation of 
corporate profits, including the corporate profits of Trans Mountain, at the federal and 
provincial level. If not confirmed, please explain where in the Conference Board analysis the 
Canadian corporate taxation of Trans Mountain’s operation are assumed to occur.  

!
bb)Please confirm that the Conference Board predicted corporate profits based on the GDP 

output from the I/O model and provide a detailed explanation of how the Conference Board 
predicted corporate profits from the estimate of GDP attributed to the operations of the 
expansion. If not confirmed, please explain how corporate profits related to operations of the 
expansion system were determined. 

!
cc)Please confirm that for the minimum impact case in reference (i) federal and provincial 

corporate tax revenue for the first 20 years of operations are assumed to be $1,531.7 million. 
If unable to confirm please provide the figure relied on for scenario 1 in reference (i) that is 
assumed to represent the federal and provincial fiscal revenues from operating the project 
over 20 years under only committed shipper take-or-pay contracts. 

!
dd)Please confirm that gross fiscal revenues from corporate taxes divided by 20 years could be 

expected to represent the annual fiscal impact from corporate taxes due to operating the 
expanded project in the minimum impact scenario 1. If not confirmed, please provide the 
annual figure from 2018 - 2037 that represents the estimated direct fiscal impact from federal 
and provincial corporate profits tax. 

!
ee)Assuming the correct figure for the 20 year corporate profits tax impact is $1,531.7 million, 

please confirm the annual expected impact is $76.59 million. If not confirmed, please provide 
the annual estimated corporate income tax impact from scenario 1 for each year 2018 - 2037 
in 2012 dollars and current dollars. 

!
ff) Please explain how in reference (i) an estimate of operating revenues from committed 

shippers becomes an estimate of corporate profits against which federal and provincial tax 
rates are applied. That is, please explain fully each step in the Conference Board analysis that 
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goes from an estimate of $644 million a year, for 20 years, in operating revenues attributed to 
the expansion project to a corporate income tax effect of 60.1% of $2.5 billion over 20 years. 

!
gg)Please provide the corporate tax rates at the federal and provincial level that were relied on to 

estimate federal and provincial corporate tax revenue in reference (i). 

!
hh)Please provide the value of the direct GDP impact determined by the I/O model from the 

operation of the expansion and confirm what proportion of the direct GDP impact figure 
would be attributable to Trans Mountain (or KMC as the case may be) as operator of the 
expansion. If not 100% please explain fully. 

!
ii) What proportion of the direct GDP impact from the I/O model would be considered to be 

corporate profits and what percentage of those profits would be considered to be directly 
related to Trans Mountain? If 100% of the corporate profits from the direct GDP impact are 
not attributable to Trans Mountain please explain. 

!
jj) Please provide the direct corporate profits estimate prepared by the Conference Board from 

the direct GDP impact for Trans Mountain (and if not 100%, identify “other” as relevant) and 
the amount of those corporate profits paid as federal and provincial corporate income tax for 
each year from 2018 - 2037, including a breakdown of the provincial taxes by province. 

!
kk)Please provide a table that illustrates, on an annual basis from 2018 - 2037, by direct, indirect 

and induced impacts: 

!
1. estimated GDP; 

2. estimated corporate profits; 

3. estimated federal corporate taxes; 

4. estimated provincial corporate taxes by province; and 

5. total fiscal impacts from operation of the expansion project. 

!
ll) With respect to Kinder Morgan Canada, Trans Mountain Pipeline ULC, Trans Mountain 

Pipeline LP and any other entities operating or registered in Canada related to the operation of 
the Trans Mountain pipeline system that may have an obligation related to federal and 
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provincial corporate taxes and/or withholding taxes, please provide for 2005 - 2013 and 
budget for 2014: 

!
 1. an identification of each Canadian entity that is subject to corporate taxation or         

withholding tax; 

 2. a detailed discussion of the corporate tax treatment of the entity in Canada;         

 3. a detailed discussion of the tax treatment of interest, dividends, and other forms of         
trans-border cash flow as it relates to the Canada US Tax Treaty including treaty 
exemptions and rates as compared to the withholding rates that would be applicable in 
Canada on similar cash distributions to the US but for the existence of the tax treaty:  

 4. scheduled federal and provincial corporate tax rates generally applicable to the type of         
entity identified in (ll) 1 above; 

 5. the effective federal and provincial tax rates as they relate to the entity’s net earnings;         

 6. the amount of federal and provincial book or accounting taxes (if book and accounting         
are considered the same, but if if not, please provide both);  

 7. the amount of federal corporate cash tax representing the federal corporate income tax         
actually paid (refunded) each year; 

 8. the amount of provincial corporate cash tax representing the provincial income tax         
actually paid (refunded), by province, each year. 

!
mm)Please confirm that the Statistics Canada I/O model relied on in reference (i) does not 

predict fiscal revenues such as corporate taxes, personal taxes and indirect taxes and thus “the 
fiscal effects were estimated by the Conference Board of Canada”. If unable to confirm please 
explain fully how the I/O model relied on by the Conference Board predicts fiscal revenues 
by type and provide a detailed table that indicates the estimation of fiscal revenues including 
the gross figures and the various taxes and tax rates assumed to arrive at the fiscal impact 
from project operations. 

!
nn)If the Conference Board relied on its own modelling techniques and not Stats Canada’s I/O 

model to estimate fiscal revenues based on output generated from the I/O model, please 
provide a detailed explanation of the outputs from the I/O model (e.g person years of 
employment and GDP) and the amount of these estimates, the methodology relied on by the 
Conference Board to go from I/O outputs to fiscal estimates by category and amount, 
including a detailed explanation of the tax rates and effective tax rates, by category of taxes, 
the amount of fiscal revenue predicted by category of fiscal revenue source (such as corporate 
profits) predicted and the source data or other information supporting the assumptions relied 
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on to predict such items as corporate profits. With respect to corporate profits, please also 
identify how the Conference Board adjusted tax rates to effective rates to reflect accounting 
adjustments such as depreciation and amortization, that may be expected to reduce the posted 
tax rate to a lower effective rate. 

!
oo)Did the Conference Board request from, or did Trans Mountain offer, an indication of Trans 

Mountain’s actual net income and effective federal and provincial tax rates as a Canadian 
pipeline operator against which to test the predictive reliability of the Conference Board’s 
model. If so, please provide the information Trans Mountain provided to the Conference 
Board. If not, please provide Trans Mountain’s net income, cash tax paid, and effective tax 
rates from 2005 - 2013 and budget for 2014. 

!
pp)If not included as part of the answer to (oo) above, please provide all information, research, 

analysis and supporting documentation relied on by the Conference Board that supports the 
Conference Board’s conclusion that the “oil pipeline industry generates large corporate 
income tax effects.” 

!
qq)Please confirm that revenues received by Trans Mountain for the operation of its expansion 

arise because shippers pay tolls and shippers treat these tolls for accounting purposes as 
expenses incurred in Canada. If not confirmed please explain how shippers would be 
expected to treat tolls paid to transport crude oil along Trans Mountain for accounting 
purposes. 

!
rr) Please confirm that transportation expenses incurred by shippers would reduce shipper 

profits, and based on the effective tax rate each of these shippers face, corporate taxes paid 
would fall accordingly. If unable to confirm, please explain how shipper profits would be 
affected by tolls paid to Trans Mountain when its expansion proceeds and the terms under the 
take or pay long term commitments, as described in RH-001-2012, take effect. 

!
ss) Please confirm that long term contracts obligate shippers to pay the fixed component of the 

tolls anticipated in RH-001-2012 whether or not the shippers actually utilize their committed 
capacity to ship crude oil or refined products through the expanded Trans Mountain pipeline 
system. 

!
tt) Please confirm that a scenario could develop whereby a shipper(s) pays tolls for 

transportation capacity along Trans Mountain, incurs expenses related to that capacity, but 
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does not actually receive revenues related to the use of that capacity because the shipper has 
elected to not ship product and has been unable to sell the unused capacity in the spot market. 
If unable to confirm, please explain the impact on shipper toll costs, shipper revenues, and 
corporate profits of the shipper(s) if the capacity committed to under long term contracts is 
not used by the committed shipper(s), and is not otherwise sold by the committed shipper for 
use by third parties. 

!
uu)Did the analysis conducted in reference (i) include a recognition of the tax effects related to 

the impact on profits of shippers who might not be able to make use of their long term 
committed capacity, and are unable to sell their capacity to a third party because of adverse 
market conditions? If not, why not? 

!
vv)Did the analysis conducted in reference (i) contemplate a scenario whereby market conditions 

lead to a situation where shippers are not able to use their committed capacity, and are not 
able to sell their rights to the capacity to other potential shippers and how such a scenario 
would impact shipper profits, GDP, person years of employment and corporate taxes paid in 
Canada? If not, why not? 

!
ww)Please confirm that none of the Canadian entities related to Trans Mountain have retained 

earnings because of pass through, or distribution, arrangements between Canadian entities and 
their US owner(s). If not confirmed, please fully explain and provide the current level of 
retained earnings in each, and any, of the relevant Canadian corporate entities related to Trans 
Mountain’s assets, including Trans Mountain Pipeline L.P. 

!
!
!
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!
4.  Governance, Decision Making, Accountability and Control 

!
Reference:  i) Volume 2, Project Overview, page 2-2, (A3S0Q8) 

!
  ii) Application, Volume 7, Risk Assessment and Management    
  of Pipeline and Facility Spills, page 7-186, (A3S4V6) 

!
  iii) Application, Volume 2, Appendix C, Direct Evidence of John Reed, page 2 
  and page 6, (A3S0R0) 

!
  iv) Kinder Morgan Inc., Governance Guidelines for Board of Directors,  

Corporate Governance and Board of Directors for KMI. 

!
 v) Kinder Morgan Management LLC, Governance Guidelines for the Board 

of Directors and Board of Directors for KMR,  Corporate Governance 

!
 vi) Kinder Morgan Energy Partners L.P., Governance Guidelines for the 

Board of Directors and Board of Directors for KMP Corporate Governance 

!
   vii) Kinder Morgan Energy Partners L.P., Annual Report 2013, December  
  31, 2013, page 33 and page 141, Annual Report 

!
!
Preamble: 

!
Reference (i) states: “Trans Mountain Pipeline ULC (Trans Mountain) is a Canadian corporation 
with its head office located in Calgary, Alberta (AB). Trans Mountain is a general partner of 
Trans Mountain Pipeline L.P., which is operated by Kinder Morgan Canada Inc. (KMC), and is 
fully owned by Kinder Morgan Energy Partners, L.P. Trans Mountain is the holder of the 
National Energy Board (NEB) certificates for the Trans Mountain pipeline system (TMPL 
system).” 

!
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“Kinder Morgan is the largest midstream and the fourth largest energy company (based on 
combined enterprise value) in North America. Kinder Morgan owns an interest in or operates 
approximately 130,000 km of pipelines transporting natural gas, refined petroleum products, 
crude oil, and carbon dioxide (CO2). The Kinder Morgan family of companies has four publicly 
traded entities: Kinder Morgan, Inc., Kinder Morgan Energy Partners, L.P. (KMP), Kinder 
Morgan Management, LLC and El Paso Pipeline Partners. Combined, the Kinder Morgan 
companies have an enterprise value of approximately $105 billion.” 

!
“Kinder Morgan, through its operating company KMC, has owned and operated the Trans 
Mountain pipeline (TMPL) since 2005. Trans Mountain is the holder of the operating certificate 
from the NEB for the TMPL and is the applicant for the expansion.”	

!
Reference (ii) addresses risk and related issues such as financial resources available to respond 
to, cleanup and remediate a spill including compensation for damages. It states, “Trans Mountain 
Pipeline ULC (Trans Mountain) is a Canadian corporation with its head office located in 
Calgary, Alberta. Trans Mountain is a general partner of Trans Mountain Pipeline L.P., which is 
operated by Kinder Morgan Canada Inc. (KMC), and is fully owned by Kinder Morgan Energy 
Partners, L.P. The expected capital cost for the TMEP is approximately $5.4 billion. Upon 
completion of the TMEP project, TMPL is projected to have $6.4 billion in assets based on the 
existing $1 billion of current rate base plus the increase of $5.4 billion for TMEP expansion. 
Financing will be arranged by Trans Mountain’s parent company Kinder Morgan Energy 
Partners, L.P. (KMP). KMP typically finances growth projects using a mix of 50 per cent debt 
and 50 per cent equity. Funding sources may include a combination of the issuance of long-term 
debt securities, bank financing and the issuance of public equity at KMP. Based on KMP debt 
and equity financing strategy, we expect that TMPL will have approximately $3.2 billion of 
equity upon completion of TMEP.” 

!
Reference (iii) states that, “In making its recommendation, the Board shall have regard to all 
considerations that appear to it to be directly related to the pipeline and to be relevant, and may 
have regard to the following: 

(a) the availability of oil, gas or any other commodity to the pipeline; 

(b)  the existence of markets, actual or potential; 

(c) the economic feasibility of the pipeline; 

(d) the financial responsibility and financial structure of the applicant, the methods of 
financing the pipeline and the extent to which Canadians will have an opportunity to 
participate in the financing, engineering and construction of the pipeline; and 
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(e) any public interest that in the Board’s opinion may be affected by the issuance of the 
certificate or the dismissal of the application. 

In practice, the Board’s standard for determining if a project is economically feasible—criterion 
(c) above—has been the presentation of satisfactory evidence that criteria (a), (b) and (d) above 
have been met.” 

!
Reference (iv), Governance Guidelines for Board of Directors of KMI explains the reporting 
relationships and decision making authority for KMI and indicates that the Functions of the 
Board of Directors are provided “in the General Corporation Law of the State of Delaware, the 
business and affairs of the Company shall be managed by or under the direction of the Board, 
and the Company shall have such officers with such duties as stated in the bylaws or resolutions 
of the Board. The Board will consider all major decisions of the Company…At its regularly 
scheduled meetings during each year, the Board will review and discuss reports by management 
on the performance of the Company, its plans and prospects, as well as immediate and longer-
term issues facing the Company. In addition to its general oversight of management and the 
matters set out in the Company's bylaws, the responsibilities of the Board and its standing 
committees shall include: 

• Selecting, monitoring, evaluating, compensating, and, if necessary, replacing the Chief 
Executive Officer and other senior executives, and planning management succession; 

• Reviewing and approving management's strategic and business plans, including developing a 
depth of knowledge of the Company's business, understanding and questioning the 
assumptions upon which such plans are based, and reaching an independent judgment as to 
the probability that the plans can be realized; 

• Reviewing and approving the Company's significant financial objectives, plans, and actions; 

• Reviewing and approving material transactions of the Company not in the ordinary course of 
business, including significant capital allocations and expenditures;” 

!
Reference (v), Governance Guidelines for the Board of Directors of Kinder Morgan Management 
LLC (KMR) explains that KMR manages and controls the business affairs of Kinder Morgan 
Energy Partners L.P. (KMP). “Through the operation of the Partnership’s limited partnership 
agreement and the Delegation of Control Agreement”, the board of directors of KMR performs 
the functions of and is the equivalent of a board of directors of the partnership KMP. All 
management powers over the business affairs of KMR are vested exclusively in the Board, and 
subject to the direction of the Board, the officers of the Company (KMR). The functions of the 
Board and standing committees of KMR, and thus KMP, include:  

!
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• Selecting, monitoring, evaluating, compensating, and, if necessary, replacing the Chief 
Executive Officer and other senior executives, and planning management succession; 

• Reviewing and approving management's strategic and business plans, including developing a 
depth of knowledge of the Partnership’s business, understanding and questioning the 
assumptions upon which such plans are based, and reaching an independent judgment as to 
the probability that the plans can be realized; 

• Reviewing and approving the Partnership’s significant financial objectives, plans, and 
actions; 

• Reviewing and approving material transactions of the Partnership not in the ordinary course 
of business, including significant capital allocations and expenditures;” 

!
Trans Mountain Pipeline ULC has brought forward to the NEB an Application for a 
recommendation to approve a $5.4 billion capital expansion project as in the public interest. 
Reference (v) explains that decisions over “material transactions of the Partnership not in the 
ordinary course of business, including significant capital allocations and expenditures” must be 
decided upon by the Board.  

!
Reference (vii) page 141, from KMP’s 2013 Annual Report states that, “KMGP Services 
Company, Inc., a subsidiary of our (KMP’s) general partner, provides employees and Kinder 
Morgan Services LLC, a wholly owned subsidiary of KMR, provides centralized payroll and 
employee benefits services to (i) us; (ii) our operating partnerships and subsidiaries; (iii) our 
general partner; and (iv) KMR (collectively referred to in this note as the Group). Employees of 
KMGP Services Company, Inc. are assigned to work for one or more members of the Group. The 
direct costs of all compensation, benefits expenses, employer taxes and other employer expenses 
for these employees are allocated and charged by Kinder Morgan Services LLC to the 
appropriate members of the Group, and the members of the Group reimburse Kinder Morgan 
Services LLC for their allocated shares of these direct costs…The administrative support 
necessary to implement these payroll and benefits services is provided by the human resource 
department of KMI, and the related administrative costs are allocated to members of the Group 
in accordance with existing expense allocation procedures.” As well, reference (vii) explains, 
“The named executive officers of our general partner and KMR and other employees that 
provide management or services to both KMI and the Group are employed by KMI.” 

!
Reference (vii) on page 33 states, “KMGP Services Company, Inc., KMI, Kinder Morgan 
Canada Inc. and another affiliate employ all persons necessary for the operation of our business. 
Generally, we reimburse these entities for the services of their employees.”  

!
Page �  of �37 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

Request: 

!
a) Please confirm that: 

!
1. the general partner of KMP is Kinder Morgan G.P. Inc. (KMGP); 

2. through a Delegation of Control Agreement, the Board of Directors of Kinder Morgan 
Management LLC (KMR) manages and controls the business and affairs of KMP;  

3. through a Delegation of Control Agreement, the Board of Directors of Kinder Morgan 
Management LLC (KMR) performs the Board functions for KMP.  

4. the Board members of KMR are: Richard Kinder, Chairman and CEO, KMGP, Steven 
Kean, President and COO, KMGP, Gary Hultquist, Principal NewCap Partners Inc., 
Ted Gardner, Managing Partner, Solverhawk Capital Partners, LLC, and Perry 
Waughtal, Limited Partner and Chairman, Songy Partners Limited; 

5. KMP does not have officers or directors except through its relationship to KMR; 

6. KMC does not have officers or directors except through its relationship to KMR 
through KMP; 

7. Trans Mountain ULC does not have directors or officers except through its relationship 
to KMR through KMP; 

8. Trans Mountain Pipeline LP does not have directors or officers except through its 
relationship to KMR through KMP. 

If unable to confirm any or all of the requests in a) 1-8, please provide an explanation that 
addresses the Board structure for KMP and the reporting relationship of the Trans Mountain 
related Canadian entities to the Board of KMP including an identification of any board or 
executive committees that exist in Canada, the names and domicile of the members of those 
boards and/or committees, and whether they are a Kinder Morgan employee, member of a 
Kinder Morgan Board in the US or independent board members.  !

b) Please confirm that Kinder Morgan’s management team consists of three general 
categories, the Office of the Chairman, Corporate Officers and Operating Officers. If not 
confirmed, please explain the categorization of management positions at Kinder Morgan. 

!
c) Reference (v) states that “All management powers over the business affairs of the 

Company (KMR) are vested exclusively in the Board, and subject to the direction of the 
Board, the officers of the Company.” Please provide a list and job titles of the officers of 
the “Company” (KMR) and the officers of KMI. 
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!
d) Please confirm that Kinder Morgan Canada President, Ian Anderson is not a member of 

the Board of Directors of KMI or KMR but is an Operating Officer and identify the 
entity(ies) for which he is recognized as such. If unable to confirm please explain Mr. 
Anderson’s position in the reporting structure of Kinder Morgan and his job title(s). 

!
e) Please confirm Mr. Anderson reports to Mr. Kean, President and COO, KMGP. If unable 

to confirm please identify who Mr. Anderson reports to including name and job title, and 
who that individual reports to in the management structure. 

!
f) Please provide an estimate of capital expenditures or allocations contemplated by the 

Kinder Morgan “family” from 2014-2018 and the relative role the Trans Mountain 
Expansion Project plays in this capital expenditure plan. 

!
g) Please confirm that Kinder Morgan Inc. considers a $5.4 billion expenditure related to the 

Trans Mountain Expansion Project to represent a project of “significant capital allocation 
and expenditure.” If not confirmed, please explain. 

!
h) Please identify which Kinder Morgan Board of Directors have the authority and 

responsibility for decision making for Trans Mountain related to: 

!
1. changes to corporate structure; 

2. the transfer of assets between entities; 

3. the purchase or sale of assets; 

4. the investment decision for capital expansions such as contemplated in the 
Application; and 

5. the sourcing of equity and debt required to finance the investment decision such as 
contemplated in the Application. 

Please explain the corporate governance process relied on in each of (h)1-5 and reference 
the information provided in a) as relevant. 

!
i) Please identify which Kinder Morgan Board approved the planned Trans Mountain 

expansion and which Kinder Morgan Board has ultimate responsibility for sourcing debt 
and equity financing for the project. 
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!
j) Please explain in detail the nature of the decision making authority that the Board (and 

identify which Board) has in regards to the operation of the Trans Mountain Pipeline 
System and an Application for a CPCN to construct and operate a pipeline system 
expansion through Alberta and British Columbia. Please include, but not limit the 
discussion of its authority over such issues as: 

!
(1) the methods of financing (debt and equity) and the extent to which Canadians will 

have an opportunity to participate in the financing, including a description of KMI’s 
or KMP’s (as the case may be) intent to be the sole source of debt and equity 
financing for the project; 

!
(2)the rates and fees charged for project financing including interest charges on debt and 

required rate of return on equity; 

!
(3)the authority over the insurance protection afforded the existing system, “Project” 

and the entire system once expanded including the claims settlement process that may 
arise in the event of an oil spill on the pipeline system including loading and 
unloading procedures at the Westridge terminal; 

!
(4)the annual distribution of cash flow from the pipeline system including the cash flow 

generated by the expansion; 

!
(5)the nature and extent of sourcing through Kinder Morgan human resources, payroll 

and benefits, legal, communications, accounting, management, or other head office 
services; 

!
(6)the position of KMC (or TMPULC) on the potential conditions established by the 

NEB as part of the Hearing process such that the Kinder Morgan Board will need to 
review the potential conditions and accept them prior to Trans Mountain being in a 
position to comment on them; and 

!
(7)a decision to provide an incontrovertible guarantee for any and all cleanup costs, 

damage costs,and remediation costs related to a spill event on the pipeline system or 
at the Westridge terminal. 
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!
k) Please confirm that: 

!
1. Kinder Morgan Canada President, Ian Anderson is an employee “provided” by KMGP 

Services Company, Inc.; and 

2. KMC’s payroll services are provided by Kinder Morgan Services LLC, a wholly owned 
subsidiary of KMR, and related administrative costs are allocated to KMC “in accordance 
with existing expense allocation procedures.” 

If unable to confirm, please indicate which corporate entity is responsible for Mr. Anderson’s 
employment contract and explain how the payroll services and employee benefits related to 
KMC human resource activities are provided through Kinder Morgan in the US. 

!
l) Please provide a detailed employee organization chart for KMC that identifies the number of 

full-time permanent employees and their job functions. Please include reporting lines and if 
any of the job functions at KMC require a reporting relationship with KMR or KMI Corporate 
Officers, or their staff, please identify. For example, please identify if there is a reporting 
relationship between KMC communications staff and the V.P. of Communications and Public 
Affairs at KMR or KMI. 

!
m) Please explain how the management structure for KMC is established to undertake corporate 

functions and the level of support provided by Corporate Office functions at KMR or KMI for 
each of the following corporate functions located in the US: 

1. Treasury 

2. Controller  

3. Audit 

4. Internal Audit 

5. Finance 

6. Legal Counsel 

7. Information Technology 

8. Tax 

9. Communications and Public Affairs 

10.Human Resources 

!
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5. Insurance 

!
Reference:  i) Application, Volume 1, (A3S0Q7), page 1-46 !

ii) Kinder Morgan Analyst Conference, January 29, 2014, 
President Kinder Morgan Canada, Oral	  Presentation	    !

  iii) Kinder Morgan Inc., Management Team, Website Listing 

!
  iv) RH-01-2012, Trans Mountain Expansion Part IV Toll Application, 

November 29,2012, revised January 10, 2013, CAPP IR 1.3, (A3E7F5). 

. 

 v) Kinder Morgan Annual Report 2013, 10-K, Exhibit 21.1, Financials !!
Preamble:  

!
Reference (i) states “Trans Mountain currently has $750 million of spill liability insurance, the 
first $2 million which is covered by self insurance. Trans Mountain intends to maintain this level 
of spill liability insurance throughout the life of the TMPL asset.” 

!
Reference (ii) states that, “Liability coverages. A big question mark for new pipeline projects 
particularly in Canada these days. What’s the coverages available for the carriers, the vessels, as 
well as the pipeline operators to ensure the public is protected.” (As transcribed from oral 
transcript). !
Reference (iii) lists the management team for Kinder Morgan with the President of KMC 
identified as an operating officer, whereas corporate officers are listed with specific finance, tax 
and human resources, and communications roles.  !
Reference (iv) indicates that for 2018, the first year the expansion project is expected to be 
operational, insurance premiums are estimated at $15.1million CDN for the Expanded System 
and the insurance premiums for the Westridge Marine Terminal are estimated at $1.168 million.  !
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Reference (v) lists as one of its 19 subsidiaries, Kinder Morgan Insurance Ltd. The role and 
purpose of this entity and any risks it represents as they may relate to Trans Mountain’s insurance 
and financial capacity is of interest. Kinder Morgan Canada LLC is also listed as a subsidiary. !
Request: 

!
a) Please confirm that when the Project Application refers to “Trans Mountain currently has 

$750 million of spill liability insurance” that what is meant is that the general partner as 
described in reference (i) as Trans Mountain is the entity that holds the insurance policy 
for the exclusive rights of Trans Mountain Pipeline LP, or whichever entity owns the 
assets. If not confirmed, please explain which entity holds the insurance policy 
representing $750 million of spill liability insurance and what Kinder Morgan companies 
and assets are protected by the $750 million policy.   

!
b) There is insufficient information in the Application to understand how the general partner 

(Trans Mountain Pipeline ULC) will structure and manage its business affairs to ensure it 
can financially sustain all potential risks and liabilities that may arise from potential 
accidents, malfunctions and failures during construction, operation and abandonment 
phases of the two pipeline system and related facilities. Please describe the approach 
Trans Mountain plans to take. The response should include the various kinds and amounts 
of insurance the general partner intends to secure to cover these potential liabilities as well 
as a discussion of how third party liabilities for contractors, subcontractors, agents, 
consultants etc., will be accounted for. If the general partner (TMPULC) does not secure 
the insurance please advise and explain while addressing the question. 

!
c) For each kind and the corresponding amount of insurance identified in the response to (b), 

provide the rationale with supporting data for each insurance component the general 
partner intends to secure (or other entity as appropriate).  

!
d) Please confirm that Trans Mountain (or other entity as might be identified in (a)) intends 

to maintain the same level of insurance coverage for it system once expanded as it 
currently has for its existing pipeline system.  

!
e) If confirmed in (d), please explain why the level of insurance coverage for the existing 

Trans Mountain pipeline would be sufficient coverage for the expanded system. 
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f) Please confirm that the liability insurance Trans Mountain (or other Kinder Morgan entity) 
holds is optional in that Kinder Morgan Inc. has the right to decide whether or not it will 
self insure the Trans Mountain system at its sole discretion. 

!
g) Does Kinder Morgan Canada as operator, or Trans Mountain as General Partner, decide 

directly as to the insurance program for TMPL or are these decisions made at a higher 
level in the corporate hierarchy? Please explain and describe where in the corporate 
hierarchy the insurance program for Trans Mountain is determined.  

!
h) Does the policy described in reference (i) apply to Kinder Morgan family assets or 

operations in the US? If so, please explain which assets or operations are covered by the 
policy described in reference (i). 

!
i) Please provide an annual history of the general liability coverage limits and related 

deductibles Kinder Morgan has maintained for the Trans Mountain Pipeline system since 
2005, including a description of the insurance program in place, including a discussion of 
the pollution liability limits and deductibles in place when KMI purchased the shares of 
Teresen Inc. 

!
j) Please explain the extent of the coverage for each of the years provided in (i) above, 

including an identification as to whether the insurance program was solely for the purpose 
of the Trans Mountain assets, the assets operated by KMC which covered all Canadian 
assets, or the entire Kinder Morgan family, which would include US assets. With respect 
to the program in place when KMI purchased Teresen, please answer according to the 
corporate structure in place when just prior to the purchase. 

!
k) If Kinder Morgan is required by third parties to hold private sector, arms length insurance 

for TMPL, please explain which parties require insurance protection, (e.g., lenders, 
shippers), the nature of that protection, and how much is required as part of any 
commercial terms. 

!
l) Please explain whether any entities, whether within the Kinder Morgan family, or due to 

business agreements, have right of first access to revenues, assets, liability coverage or 
other financial resources, prior to claims settlement for third parties directly harmed by a 
spill event. That is, please clearly identify if any agreements would enable the payment or 
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distribution of cash flow within a given year, or over a period of years, to take priority 
over the settlement of claims and the assessment of damages. 

!
m) Please confirm that Kinder Morgan’s pollution liability coverage covers all pollution 

events regardless of the rate at which a contaminated product may be released into the 
environment. 

!
n) Please confirm that although TMPL intends to maintain $750 million in liability coverage 

through the life of the asset that it is the insurance industry, and not Trans Mountain, that 
will determine whether this coverage is available. 

!
o) Please confirm that TMPL may not be able to maintain liability coverage if third party 

insurers and/or re-insurers raise the premium beyond a certain price or refuse to offer 
insurance protection.. 

!
p) Please explain the premium level (the annual cost of insurance) as a ratio to coverage that 

would cause TMPL to elect to self-insure its risk. 

!
q) Please identify any agreements TMPL currently has with its shippers, and may have with 

its shippers under the proposed toll principles for the expansion, whereby insurance 
premium costs would be passed on in toll rates. Please summarize the terms of these 
agreements and provide relevant references to the agreements. 

!
r) If the assets of Trans Mountain are impaired because of a pollution spill event, how does 

Trans Mountain plan to protect its revenue stream? 

!
s) Will Kinder Morgan provide a parental guarantee for any and all pollution related losses 

incurred by Trans Mountain if the financial resources available to the Trans Mountain 
system are insufficient to cover claims? 

!
t) Does Kinder Morgan currently provide any form of parental guarantee for any or all 

pollution related losses incurred by Trans Mountain if the financial resources available to 
the system are insufficient to cover claims? If so, which Kinder Morgan entity provides 
the guarantee? 
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!
u) Does Kinder Morgan currently provide any form of parental guarantee for any or all 

pollution related losses incurred by any of its pipelines, pipeline systems, Jones Act 
tankers, or other assets in the US? If so, please provide details including the entity that 
provides the guarantee. 

!
v) Please confirm the accuracy of reference (ii). If not confirmed please provide corrected 

text. 

!
w) Please explain why Kinder Morgan Canada President, Ian Anderson would raise the 

concern over the “big question mark for new pipeline projects” for the benefit of its US 
parents’ shareholders and US industry analysts, but not address this concern in the 
Application. 

!
x) Please fully explain Mr. Anderson’s comment as to how the market for liability coverages, 

particularly in Canada, are uncertain as to the coverages available for carriers such as 
Trans Mountain’s committed and spot shippers, the vessels calling at the Westridge 
marine facilities, and pipeline operators such as Kinder Morgan Canada. 

!
y) Please confirm that Trans Mountain believes that one of the purposes of insurance is to 

facilitate the transfer of large losses to the insurance industry. 

!
z) Please confirm that the level of insurance liability coverage for spill events of $750 

million reflects Kinder Morgan’s commercial decision regarding the level of exposure the 
company wishes to share because the company has concluded that the potential loss 
related to a large spill on Trans Mountain’s existing system could exceed this limit. If not 
confirmed, then please explain why Kinder Morgan would hold insurance in excess of 
what the company believes it may require for a large spill event from its existing 
operations. 

!
aa)Please confirm which party (or parties) in reference (iii) are responsible for designing, 

negotiating, and securing the insurance program identified in reference (i). If there are 
staff members in KMC that have a role in the development of the insurance program for 
the existing Trans Mountain pipeline system and the proposed expansion please advise 
and explain their level of involvement and decision making authority within the 
organizational structure of Kinder Morgan. 

Page �  of �46 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

!
bb)Does the KMI or KMR Board have decision making authority over the insurance program 

applicable to the Trans Mountain? 

!
cc)Please confirm that reference (iv) insurance costs refers to all insurance costs related to 

the total system once expanded, including but not limited to pollution liability coverage. If 
not confirmed please explain what other insurance premiums may apply to the expanded 
system. 

!
dd)Please explain how the Westridge Marine Terminal insurance costs in reference (iv) relate 

to the insurance available and liabilities that may be incurred specifically at Westridge, 
such as while loading crude oil or petroleum products and unloading ballast. 

!
ee)Please confirm the insurance cost in reference (iv) is a pro-rata charge applied by an 

owner, parent, or other entity resident in the US and include a discussion of the role of 
Kinder Morgan Insurance, Ltd. in determining the amount of insurance premium Trans 
Mountain pays, or will pay when the expansion is complete. 

!
ff) Please confirm that Kinder Morgan Insurance Ltd. can be described as KM Insurance 

Ltd., a wholly owned subsidiary that was formed during the second quarter of 2005 for the 
purpose of providing insurance services to Kinder Morgan, Inc. and Kinder Morgan 
Energy Partners. If not confirmed, please explain what Kinder Morgan Insurance Ltd. is. 

!
gg)Please confirm that KM Insurance Ltd. was formed as a Class 2 Bermuda insurance 

company, the sole business of which is to issue policies for Kinder Morgan, Inc. and 
Kinder Morgan Energy Partners to secure the deductible portion of the companies’ 
workers’ compensation, automobile liability and general liability policies placed in the 
commercial insurance market. If not an accurate description, please explain and augment 
as necessary to clearly explain the role and purpose of KM Insurance Ltd. 

!
hh)Please provide Trans Mountain’s definition of a captive insurer. 

!
ii) Please confirm that KM Insurance Ltd. would fall within the definition of a captive 

insurer. If not confirmed, please explain why KM Insurance Ltd. would fall outside the 
definition of a captive insurer. 
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!
jj) Please outline clearly the advantages or benefits generally considered to exist with a 

captive insurance arm from a corporate perspective, as well as a clear identification of the 
benefits assumed to arise by establishing a captive insurance company offshore, such as in 
Bermuda. Include in the response, but not limited to, the tax benefits, reduced capital or 
equity requirements in relation to US or Canadian equity requirements pertaining to 
insurance companies, reduced regulatory scrutiny, treatment of premiums paid from Trans 
Mountain to KMI insurance subsidiary for purposes of taxation including confirmation 
that expenses incurred reduce Trans Mountain’s Canadian operation’s gross profits, but 
premiums received by KM Insurance are not subject to withholding tax. If any of these 
benefits are not deemed to exist for Kinder Morgan, please identify and explain why they 
do not. 

!
kk)Does KM Insurance Ltd. provide deductible portion insurance services of the deductible 

mentioned in reference (i) and thus this is what is meant by “self insurance”? 

!
ll) If confirmed in (kk), was the party responsible for drafting reference (i) aware of the 

relationship between Trans Mountain’s insurance program and KM Insurance Ltd.? 

!
mm)If confirmed in (kk) why was no mention made of the relationship between deductible 

limits for Trans Mountain and KMI’s insurance subsidiary as being the nature of the self 
insurance? 

!
nn)Kinder Morgan Canada LLC is listed as a subsidiary of KMI, but Kinder Morgan Canada 

Inc. (KMC) is the operator of Trans Mountain Pipeline ULC, the general partner of Trans 
Mountain Pipleine LP. Please explain the relationship of KMC LLC to KMC Inc. or any 
other Kinder Morgan entity registered in Canada. 

!
oo)Reference (i) states that Trans Mountain currently has $750 million of spill liability 

insurance. Please confirm the policy is a general insurance policy, and that spill liability is 
one of the insurable events. Please confirm that the total limit of the policy in any one 
year is for $750 million. If not confirmed, please explain the terms of coverage and limits 
of liability in the policy cited. 

!
pp)Please indicate who at Kinder Morgan is responsible for drafting the responses to these 

questions regarding Insurance and Financial Capacity. 
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!
qq)Please confirm that insurance premiums for Trans Mountain’s current insurance coverage 

are paid to Trans Mountain’s US parent as part of a Kinder Morgan insurance program. If 
not confirmed, please explain where, and who to, the insurance premiums are paid. 

!
rr) If confirmed in (qq) are insurance premiums part of the distributable cash flow amount or 

do they form a separate payment. 

!
ss) Does any Kinder Morgan entity receive payment, such as fees, for services rendered in the 

preparation and provision of an insurance program, from any Canadian based entity 
affiliated indirectly or directly with Trans Mountain? Is so please explain the nature and 
amount of these inter-company transfers.  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!
6. Financial Capacity !!
Reference:  i) Volume 2, Project Overview, Economics and General Information, page 

2-40, (A3S0Q8) !
ii) RH-01-2012, Trans Mountain Expansion Part IV Toll Application, 
January 10, 2013, Hearing	   !
iii) Alberta Rejects Request to help Fund Trans Mountain Project, Globe and 
Mail, March 7, 2014, Article !
iv) Volume 1, Summary, page 1-25, (A3S0Q7) !
v) Volume 1, Summary, page 1-32, (A3S0Q7) !
vi) Kinder Morgan website, Overview !
vii) Kinder Morgan website, System	  Map !
viii) Volume 2, Project Overview, Economics and General Information, page 
2-40. !
ix) Alberta Credit Rating, Provincial Borrowing, Schedule !
x) Kinder Morgan Management LLC, Annual Report, Form 10-K, December 
31, 2013, page 19, Report !!!

Preamble:  !
Reference (i) explains that, “Taking into account the financial capacity and credit quality of 
KMP, the value proposition that the Project brings to the market and the term, size and quality of 
the long term shipper commitments, Trans Mountain does not anticipate that KMP will face any 
significant challenges in securing the funds required to finance the project.” !
Reference (ii) provides the evidentiary record related to the toll hearings which provides details 
regarding the project’s rate of return, financial viability and commercial terms.  
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!
Reference (iii) states that Kinder Morgan Inc. requested financial support for the Trans Mountain 
Expansion Project from the Alberta government. “We are not moving forward with any financial 
arrangements with Kinder Morgan,” Ms. McQueen’s spokesman, Mike Feenstra, said in an e-
mail, confirming “ideas were shared with the Alberta Government by Kinder Morgan about 
project financing options” in talks last year.” !
Reference (iv) explains that, “The expected capital cost for the Project is approximately $5.5 
billion. Financing will be arranged by Trans Mountain’s parent company KMP.” !
Reference (v) outlines that from “October 2012 to January 2013, the following engagement 
activities were held with government representatives:  

•    45 meetings with municipal governments representatives;  
•    25 meetings with federal government representatives;  
•    34 meetings with provincial government representatives; and  
•  165 meetings with other organizations including local interest groups, chambers of 

commerce, and ENGOs. 

!
Reference (vi) explains that, “Kinder Morgan, Inc. (NYSE: KMI) owns the general partner 
interest of Kinder Morgan Energy Partners, L.P. (NYSE: KMP) and El Paso Pipeline Partners, 
L.P. (NYSE: EPB), along with limited partner interests in KMP, Kinder Morgan Management, 
LLC (NYSE: KMR) and EPB.”  !
Reference (vi) explains that, “KMI owns the general partner and limited partner interests in both 
KMP and EPB. KMP is one of the largest publicly traded pipeline master limited partnerships in 
America. KMR is a limited liability company and its only significant assets are the partnership 
units it owns in KMP. EPB is a publicly traded pipeline master limited partnership.” !
Reference (vii) provides a map of the Kinder Morgan family of assets and identifies the 
company’s headquarters in Houston, Texas. The facilities that operate in Canada are the Cochin 
pipeline (blue line identified as product pipeline) and the Trans Mountain Pipeline (purple line as 
petroleum pipeline) with feeder lines to Washington state. Cochin’s reversal in Canada was 
recently approved by the National Energy Board. The pipeline will cease exporting propane and 
begin importing condensate for use primarily as diluent for bitumen blending purposes. !
Reference (viii) states that, “Kinder Morgan Energy Partners, L.P.’s long-term corporate debt 
credit rating is BBB (stable) at Standard & Poor’s Ratings Services, Baa2 (stable) at Moody’s 
Investors Service, Inc. and BBB (stable) at Fitch, Inc.”  
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!
Reference (ix) provides the credit rating for the Alberta and BC governments and shows their 
credit rating to be higher than the credit rating for KMP.  

!
Reference (x) states that, “KMP’s partnership agreement requires that it distribute 100% of 
“Available Cash,” as defined in the partnership agreement, to its partners within 45 days 
following the end of each calendar quarter. Available Cash consists generally of all of KMP’s 
cash receipts, including cash received by its operating partnerships and net reductions in 
reserves, less cash disbursements and net additions to reserves and amounts payable to non-
controlling interests.” 

!!
Request:  !

a) Please confirm it was KMI and not KMP that approached the Alberta government to 
discuss financing arrangements related to the Trans Mountain Expansion Project. If not 
confirmed, please explain which Kinder Morgan related company(s) approached the 
Alberta government regarding financing arrangement for the Trans Mountain Expansion 
Project. !

b) Please explain the relationship between Kinder Morgan Inc., a US company traded on the 
New York Stock Exchange and Trans Mountain Pipeline ULC and why, if KMI 
approached the Alberta government to discuss financing for the expansion project, it was 
KMI and not KMP as identified in reference (i). !

c) Please confirm the dates when talks were held between Kinder Morgan representatives 
and the Alberta government to discuss Trans Mountain expansion project financing 
arrangements.  !

d) Please confirm the dates of the Part IV Toll Hearings for the Trans Mountain Expansion 
Project. !

e) Did Trans Mountain advise the Panel during the Part IV Toll Hearings that KMI (or any 
Kinder Morgan affiliate) intended to, was in talks with, or had discussed, the possibility of 
Alberta government support of, or involvement in, financing for the project? If not, why 
not? !

f) Did KMI or any entity of the Kinder Morgan family, including KMC approach the British 
Columbia government for financial support, assistance, investment, participation of any 
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kind, or any form of subsidies or preferential treatment, within the past five years or has 
plans to do so within the next five years. Please include crown corporations in the 
definition of government. !

g) If yes to (f) above, please provide the dates of the meetings, the substance of the 
discussions, amount of support sought, and what agreements, if any, were reached, 
including plans or understandings to reach agreements in the future. !

h) Did KMI or any entity of the Kinder Morgan family, including KMC approach the Federal 
Government for financial support, assistance, investment, participation of any kind, or any 
form of subsidies or preferential treatment, within the past five years or has plans to do so 
within the next five years. Please include crown corporations in the definition of 
government. !

i) If yes to (h) above, please provide the dates of the meetings, the substance of the 
discussions, amount of support sought, and what agreements, if any, were reached, 
including plans or understandings to reach agreements in the future. !

j) Is the Trans Mountain Expansion Project viable without government support or 
government assistance with project financing options? !

k) If yes to (j) above, why was government support or assistance with project financing 
options sought? !

l) Please explain in Trans Mountain’s words what is meant by project financing options. If 
Trans Mountain was not party to the discussions the government of Alberta has confirmed 
took place, please obtain the answer from the appropriate Kinder Morgan executive and 
disclose which party in the Kinder Morgan family is responsible for the response 
provided. !

m) Please confirm that the US Master Limited Partnership’s (KMP) average rate of return on 
investment (ROI) related to Kinder Morgan Canada, for the years 2007 – 2013 was 13.5% 
and provide the annual rate of return from 2005 - 2013. If not confirmed, please provide 
the average rate of return on investment over the period and source for the information.  !

n) Please confirm that debt costs, or borrowing costs, are reflected in part in the credit ratings 
given by credit rating services and explain Kinder Morgan’s understanding of how its debt 
rating affects its access to capital. If KMP or KMI has the responsibility for sourcing debt 
on behalf of Trans Mountain, please have the appropriate Kinder Morgan US based 
executive field the question and identify who is responsible for the answer. 
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!
o) If Kinder Morgan does not confirm that debt ratings impact the cost of debt, please 

explain the role and purpose of credit rating agencies as they relate to the pricing of debt 
instruments, particularly the debt sourcing contemplated by KMP or KMI for Trans 
Mountain’s expansion. !

p) Please confirm that, should the Alberta government, or any party with a higher credit 
rating, borrow on behalf of the Trans Mountain Expansion Project, Kinder Morgan would 
have the reasonable expectation that its cost of debt would be lower than if Kinder 
Morgan raised debt financing directly. !

q) Please confirm that if Kinder Morgan raised debt through the Alberta government this 
would effectively lower its overall cost of debt for its family of companies and increase its 
cash flow, all other factors constant. !

r) Please confirm that any reduced interest charges for the Trans Mountain Expansion 
Project due to Kinder Morgan accessing debt financing through the strength of the Alberta 
government’s credit rating, given Kinder Morgan’s predominantly US activities, could 
mean the indirect support of Kinder Morgan’s US based activities by the government of 
Alberta. If not confirmed, please explain. !

s) What were the nature of financing arrangements discussed with the Government of 
Alberta and how much financial support was KMI (or any of the Kinder Morgan family of 
companies) interested in obtaining for the Trans Mountain Expansion Project from the 
Alberta government? Please identify which company was represented in any and all 
discussions and which Kinder Morgan employee has addressed this question. !

t) If financing for the Trans Mountain Expansion Project is to be arranged by KMP as stated 
in reference (iv), and KMI is confirmed as having approached the Alberta government, 
why was KMI seeking financing for the project from the Alberta government? !

u) Please confirm that representations in Canada, undertaken by KMI and/or KMP on behalf 
of Trans Mountain Pipelines ULC, Kinder Morgan Canada, and/or Trans Mountain 
Pipeline LP are deemed to be expenses incurred by the US company(s) on behalf of the 
expansion project. If not, please explain how KMI or KMP recover costs related to 
sourcing debt or equity financing. !

v) Please confirm that financing activities undertaken by KMI or KMP on behalf of Trans 
Mountain become costs charged to the Trans Mountain expansion project, thereby 
increasing development expenses of the project. 
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!
w) Please confirm that as much as $139 million of tolls paid in advance by shippers in the 

“Firm 50” toll agreement are available to finance the development phase of the project. !
x) Please confirm that as part of the partnership agreements between Kinder Morgan entities 

operating in Canada and its (their) US parent(s), that cash distributions for fees such as 
financing services are required on a quarterly basis. If not confirmed, please explain when 
cash distributions are remitted as they are related fees incurred on behalf of Trans 
Mountain, by KMI or KMP for services such as arranging financing. !

y) Please explain in detail the flow of revenues and expenses related to the operation of the 
Trans Mountain Pipeline System. For greater clarity, confirm: !
i) the sources of revenues; 
ii) which corporate entity(s) books the revenues; 
iii) the sources of expenses; 
iv) which corporate entity(s) books those expenses;  
v) the sources of expenses related to inter-company transactions for services provided; 

and 
vi) which corporate entities operating in Canada are required to file federal and 

provincial corporate income tax returns, including the percentage of operating 
activities subject to provincial corporate taxes and the provincial jurisdiction where 
that percentage is payable. !

z) Does KMI have an agreement, or does it in practice, charge fees, basis points, or other 
forms of remuneration for the successful completion of financing capital projects such as 
the Trans Mountain Expansion Project. Please explain the compensation arrangements 
KMI or KMP would generally expect to have for arranging debt or providing equity to the 
Trans Mountain Expansion Project. That is, please fully explain the fees related to 
providing financial services to Trans Mountain as distinct from the interest charges on 
debt or the required return on equity. !

aa)Were any of the 34 meetings with Provincial governments as identified in reference (v) 
meetings where KMI, KMC or KMP or Trans Mountain had discussions with the Alberta 
government? If so, please identify dates, the parties involved and the substance of the 
discussions. !

bb)Please provide details on the 34 meetings held with provincial governments including 
dates, the provincial jurisdiction, department official or minister, subject discussed and 
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correspondence related to same. In particular, please identify the meetings where 
discussions took place regarding British Columbia’s five conditions. !

cc)During meetings with the Province of British Columbia was BC’s fifth condition, the fair 
sharing of benefits, discussed at any time. !

dd)Please provide the substance of any and all agreements Kinder Morgan or Trans Mountain 
Canadian registered (federally or provincially) corporate entities have with parent US 
companies, in particular, KMP, whereby partnership or other  agreements require the 
distribution of “Available Cash,” or distributable cash flow (DCF), as defined in the 
partnership or other agreement, to its partners or otherwise related US companies, and 
whether these distributions must be made within a specific number of days following the 
end of each calendar quarter.  !

ee)Please clearly define “Available Cash”, distributable cash flow (DCF) or other references 
to distributions as expressed in these agreements discussed in (dd) above. !

ff) Please confirm that for tax purposes, distributions from Canadian entities operating or 
otherwise related to Trans Mountain’s assets, shares or units are not exposed to federal 
and provincial tax rates as if they were corporations, but subject to withholding rates as 
applicable under Canadian US tax treaties. If not confirmed, please clearly and fully 
explain the tax treatment of Trans Mountain related corporate entities in Canada and the 
repatriation of earnings to US parents under the Canada US tax treaty. !

gg)Please provide as evidence the most recent bond rating reports on KMI, KMP and KMR 
from the three bond rating services identified in reference (viii). If any of the entities cited 
above are not rated by the agencies please identify. !

hh)Please identify the full name of the corporate entity in Canada that pays or is expected to 
pay the expenses related to the debt financing for the project including interest and the 
name of the corporate entity that receives expenses including ongoing interest related to 
the debt financing of the project. !

ii) Does Trans Mountain confirm that the evidentiary record of the Part IV Toll Hearing 
forms part of the evidentiary record of the current hearing? If unable to confirm, please 
submit all documents related to the Part IV Hearings as evidence to the current Hearing 
including the Reasons For Decision. !
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!
7.  Input-Output Analysis !
Reference:  i) The Trans Mountain Expansion Project: Understanding the Economic 

Benefit for Canada and Its Regions, Appendix B, and Appendix C  to the 
report, Input/Output Models (A3S0R1) !

 ii) Kinder Morgan Website, Cochin Pipeline !
 iii) Requirements for British Columbia to Consider Support for Heavy Oil 

Pipelines, page 48. Technical Analysis Five Conditions !
 iv) Volume 1, Summary, page 1-78, (A3S0Q7) !
 v) Province Boosts Costs of Alberta Flood to $6 billion, Calgary Herald, 

September, September 24, 2013. Article  !
 vi) Western Canadian Propane, Heavy Oil and Diluent Supply and Demand, 

Prepared for Kinder Morgan Cochin ULC, S. Kelly and G. Goobie, IHS, 
August 2012, Report !

 vii) Volume 2 – Project Overview, Economics and General Information 
Appendix A - 1 Appendix A Direct Written Evidence of Steven J. Kelly, IHS 
Global Canada Limited, (A3S0R1) !

 viii) Application for Approval of the Transportation Service and Toll 
Methodology for the Expanded Trans Mountain Pipeline System 
(RH-001-2012), January 10, 2013,  Revised CAPP Response !!

Preamble: 

!
Reference (i) relies on an Input-Output model, which purports to calculate the economic impacts 
associated with different types of economic activity. The model attempts to show how supply 
chains work and relies on “shocks” which are inputs into the model.  

!
Reference (i) page 57 states, “the effects of TMEP’s operations in this report are measured using 
a “gross outputs” or revenue shock. Essentially we increase the revenues of the oil pipeline 
industry by a certain amount and observe the results. The shock associated with the development 
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of the TMEP was implemented in a different way. We increased the demand for different types of 
commodities that will be used in the project, such as pipe, tanks and construction labour.” 

!
Reference (i) page 57 also states, “The tables that underlay the I/O model are based on the supply 
chain relationship in the Canadian economy at a fixed point in time; in this case 2009. As such, 
the model results do not factor in how things like changes in relative prices for different inputs, 
productivity, and technology can impact supply chains over time. As well, trade flows do not 
take into account external factors, such as changes in exchange rates, the emergence of new 
trading partners, or changes in trade policy.” 

!
Reference (ii) states that, “Kinder Morgan Energy Partners has completed a successful binding 
open season for its Cochin Reversal project which will allow the company to offer a new service 
to move light condensate from Kankakee County, Ill., to existing terminal facilities near Fort 
Saskatchewan, Alberta, Canada. The project involves Kinder Morgan modifying the western leg 
of its Cochin Pipeline to connect to Explorer Pipeline Company’s pipeline in Kankakee County 
and to reverse the product flow to move the condensate northwest to Fort Saskatchewan. During 
the open season, Kinder Morgan received more than 100,000 barrels per day of board-approved 
binding commitments for a minimum 10-year term.” 

!
Reference (i) page 57 states that, “To compile the I/O accounts, Statistics Canada obtains source 
data from all relevant surveys as well as administrative sources such as tax records…” 

!
Reference (i) Table 1, Summary of the Economic and Fiscal Impacts of the TMEP, cumulative 
effects 2012 – 2037 estimates that project development will result in $4851.7 million ($2012) in 
GDP and operating will result in $13.322.5 in GDP. Table 1 also states project development will 
result in $1,214.1 million in fiscal revenues over seven years and project operation will result in 
$2,548.6 million in fiscal revenues over 20 years. Table 1 also provides an estimate of the fiscal 
impact from higher netbacks, but does not include employment or GDP impacts from higher 
netbacks. 

!
Reference (iii), in reference to an Input-Output analysis conducted on behalf of the Northern 
Gateway pipeline, explains that, “Of the total government revenue, $36 billion (44 per cent) is 
accrued by the Federal government. The $36 billion is anticipated to be distributed across the 
country on a per capita basis because the revenues are considered general, not dedicated 
revenues. However, there is no guarantee any of these revenues would be distributed in that 
manner, as equalization often alters per capita transfers or expenditures.” Reference (iii) 
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excluded the per capita sharing of federal revenues for purposes of evaluating the benefits 
received by British Columbia. 

!
Reference (iv) states, “The framework is meant to address concerns that BC raised in July 2012. 
At that time BC announced five requirements (generally referred to as the BC Five Conditions) 
that must be established for BC to consider support for heavy oil pipelines (Government of 
British Columbia 2012). In the preparation of this application, Trans Mountain has taken into 
consideration the interests and concerns expressed by both provinces, in particular the BC Five 
Conditions enunciated by the Province of British Columbia. Trans Mountain has endeavoured to 
address these conditions in this application through a comprehensive analysis of the potential 
benefits, effects, and risk mitigation for the expansion.”  

!
Reference (v) provides an estimate of the cost related to the 2013 Alberta flood of $6 billion. 

!
Reference (vi) is a report prepared by IHS and identifies one of the two authors as Steven Kelly. 
The report was prepared in support of the Kinder Morgan Cochin ULC application to the NEB 
for reversal of the pipeline. The report explains the need for condensate imports to support heavy 
oil export. There is a direct relationship between the need for expanded condensate import 
capacity into Western Canada to blend with bitumen to facilitate diluted bitumen export from 
Western Canada along the Trans Mountain expanded pipeline system.  

!
Reference (viii) provides toll rates for heavy oil (diluted bitumen) delivery from Edmonton to 
Westridge at a rate of $4.85 CDN per barrel. 

!
Request: 

!
a) Please confirm that heavy oil producers intending to export diluted bitumen along Trans 

Mountain’s expansion over the forecast period will be sourcing their diluent as 
participants in a market with a growing demand for diluent because of expanded bitumen 
production. If not, please explain. 

!
b) Please confirm that condensate is a sought after and preferred source of diluent for 

bitumen blending purposes. If not confirmed, please explain and reconcile with reference 
(vi). 

!
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c) Please confirm that reference (i) did not consider the economic cost to the Canadian 
economy related to importing condensate for the sole purpose of diluting bitumen for 
export. If not confirmed, please identify where in reference (i) the economic impact of 
imports to support exports was considered. 

!
d) Please provide the names of the companies who have committed to TSA’s to import 

condensate into Canada on the Cochin pipeline once reversed. 

!
e)  Please confirm that the capital cost of the Cochin reversal is $260 million. If not 

confirmed, please provide the current capital cost for the project, identify the currency, as 
well as indicate the proportion of the capital cost estimated to be incurred in Canada. 

!
f) Please confirm that imports are a leakage from the Canadian economy in terms of trade 

and considered a cost (or negative) in terms of the balance of payments. If not confirmed, 
please explain. 

!
g) Please confirm the toll rates paid to import condensate for diluent blending purposes are 

an expense borne by heavy oil producers either directly when the purchase is made in the 
US market or indirectly in the price paid is determined in the Edmonton market. If not 
confirmed, please provide Trans Mountain’s understanding of the impact of tolls related to 
condensate imports on oil producers earnings. 

!
h) Please confirm the per barrel cost for committed shippers on the Cochin condensate 

pipeline is currently $4.95 per barrel. If confirmed, please specify if this is in US or 
Canadian dollars and provide forecast toll rates on Coching for 2015 - 2037. If not 
confirmed, please provide, and identify the currency the toll rates are quoted in for both 
the US and Canadian portion of the Cochin line, the price per barrel a heavy oil producer 
could expect to pay to import condensate along Cochin in 2014 and provide Kinder 
Morgan’s forecast of Cochin toll rates from 2015 - 2037. 

!
i) Please confirm that the rough ratio of condensate to bitumen is 30 - 70. If not confirmed, 

please explain and provide a ratio. 

!
j) Please confirm that in 2018, for a heavy oil producer at the Westridge dock, who is also 

committed to ship along Trans Mountain if expanded, and who imports condensate for 
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diluent blending purposes, that the total transportation cost for a barrel of dilbit are the 
condensate import charges, times the ratio of condensate to bitumen in a barrel of dilbit, 
plus the Trans Mountain toll rate. If not confirmed please explain and provide an estimate 
of the all-in toll costs for a heavy oil producer importing condensate for diluent blending 
purposes for export from Edmonton to Westridge. 

!
k) Please confirm that reference (i) has not incorporated the cost to heavy oil producers of 

the toll rate implications related to sourcing condensate from foreign markets, but assumes 
the transport costs related to diluent sourcing are zero. If not confirmed, please explain 
how the toll rate costs related to imported condensate are accommodated in reference (i). 

!
l) If the answer to (k) assumes that heavy oil producers committed to Trans Mountain’s 

expansion rely solely on domestic condensate or SCO for blending purposes, please 
confirm there is sufficient domestic supply for them to do so. If not confirmed, please 
explain the underlying assumption in reference (i) regarding the input charges related to 
imported condensate and producer netbacks. 

!
m)  Please provide forecast tables that identify by year the supply of domestic condensate, 

domestic condensate demand, and import volumes required from 2014 - 2037. 

!
n) Please confirm that with respect to the Canadian economy, if Trans Mountain shippers 

rely on domestic diluent supply, other oil producers must import condensate to support the 
unconstrained supply forecast in reference (vii) and thus the Canadian economy bears the 
cost of transportation costs related to condensate imports irrespective of where producers 
source their supply. 

!
o) Please confirm that the I/O tables relied on for reference (i) do not enable a dynamic 

adjustment of the impact on the pipeline industry of a growing dependency on condensate 
imports over the forecast horizon, nor does it accommodate the impact of a growing 
condensate import dependency on the upstream and downstream energy sector, and 
explain why this could significantly limit the model’s reliability. 

!
p) Please confirm that the negative impacts related to the growing dependency on condensate 

imports, and its impact on the Canadian economy, cannot be explored or accommodated 
in the methodology chosen for the analysis undertaken in reference (i). If not confirmed, 
please explain how Trans Mountain plans to adjust its analysis to incorporate the impact 
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on the Canadian economy of a growing condensate import dependency to support diluted 
bitumen export. 

!
q) Please confirm that with a change in the balance of trade, such as that related to 

condensate imports, the I/O tables will overestimate the results predicted because the I/O 
model assumes the same relative proportion of domestic condensate to imported 
condensate that existed in 2009 will continue until 2037. If not confirmed, please explain. 

!
r) Please confirm that the multiplier effect in an economy with a lower import dependency 

on condensate and a higher ratio of upgrading to diluted bitumen export will be greater 
and the benefits higher than in an economy with a higher import dependency and a lower 
ratio of upgrading to diluted bitumen export, ceteris paribus. 

!
s) Please identify and explain fully any adjustments to the netback predictions in reference 

(vii) that are required in order to accommodate a negative impact on the Canadian 
economy from a growing reliance on imported condensate and declining ratio of bitumen 
production to upgrading as identified in the production versus supply projections  
provided in reference (vii).  

!
t) Please confirm there are significant risks to the reliability of I/O analysis and that one of 

the major considerations is that they are “based on the supply chain relationship in the 
Canadian economy at a fixed point in time, in this particular case 2009” and therefore “do 
not factor in how things like changes in relative prices for different inputs, productivity 
and technology can impact supply chains over time. As well, trade flows do not take into 
account external factors, such as changes in exchange rates, the emergence of new trading 
partners or changes in trade policy.” 

!
u) Please confirm that the analysis in reference (i) assumes the relative price of transport on 

Trans Mountain remains constant over the 20 year time horizon because the annual 
revenues remain constant in 2012 dollars. If not confirmed, please provide the annual 
revenue amount assumed from 2018 - 2037. 

!
v) Please confirm that if the relative price of transport along Trans Mountain were to 

increase more rapidly than the general rate of inflation that the impact from the operations 
as predicted by the the I/O model would be overstated. If not confirmed, please explain. 

!
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w) Please confirm that the “farther you look forward in time using an I/O model the less 
likely it is that the model accurately describes future economic activity.” If not confirmed, 
please provide Trans Mountain’s view of the reliability of I/O analysis over a 29 year time 
horizon (2009 tables to predict results to 2037). 

!
x) Please provide a ratio for condensate imports versus domestic condensate production in 

2009. 

!
y) Please provide a ratio for bitumen production to SCO production for 2009.  

!
z) Please provide a ratio, based on the evidence provided in reference (vi) for condensate 

imports versus domestic production in 2018 and 2037. 

!
aa) Please provide a ratio based on reference (vi) for bitumen production to SCO for 2018 

and 2037. 

!
bb)Please confirm that based on the two considerations of the model’s inability to capture 

dynamic and important structural changes in the industry over time (growing condensate 
import dependency and declining SCO production as a proportion of bitumen production) 
and a failure to recognize toll rate costs paid to import condensate to facilitate diluted 
bitumen export along Trans Mountain, that Trans Mountain confirms the I/O analysis in 
reference (i) to be unreliable and not reflective of the likely impact on the Canadian 
economy from operating the expanded Trans Mountain system. If not confirmed, please 
explain. 

!
cc)Please confirm that the impact of structural changes in the economy, relative prices, and 

trade balances require a dynamic feedback mechanism within the model that cannot be 
accommodated in a model with fixed coefficients. If not confirmed, please explain. 

!
dd)Please confirm that “one of the benefits of using an I/O model is that its results are 

scalable” so that if revenues are overstated, lowering the revenues will result in a 
proportionate decrease in “the supply chain and induced affects, while the mix of regions 
and industries will be unaffected.” 

!
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ee)Please provide on an annual basis, the volume of condensate demand in barrels per day 
from 2010 - 2013 and forecast to 2037, the proportion produced domestically and the 
proportion imported. 

!
ff) Please confirm that the Cochin reversal was predicated on a growing demand for 

condensate for diluent blending purposes for heavy oil pipeline export and thus the 
financial success of the Cochin reversal rests in part on the approval of the Expansion 
project. If not, please fully explain. 

!
gg)Please assume that a general ratio of the amount of condensate to diluted bitumen 

intended for pipeline export is 30 - 70. Also please assume that rail transport has filled the 
transportation gap prior to Trans Mountain coming on stream as stated in reference (vii)  
(and that with respect to bitumen transport, the benefits of shipping bitumen without 
diluent, or with less diluent (as railbit) as opposed to dilbit have been captured and greatly 
reduced the demand for imported condensate into Western Canada). Now assume that rail 
is displaced by pipeline. Please confirm that the demand for condensate would go up and 
likely increase its price for all users, even the condensate price facing diluted bitumen 
shippers that were shipping by pipeline prior to rail being displaced. If not confirmed, 
please explain. 

!
hh)Please confirm that an economic impact analysis of the Alberta Flood could be 

undertaken utilizing an I/O framework because it represents an increase in demand for 
materials, goods and services to repair the damage caused by the flood and an estimate of 
the revenues required for flood response and clean up could be used to shock the model. 

!
ii) Please confirm that if the $6 billion flood response figure were run through the Statistics 

Canada 2009  I/O model relied on in reference (i) that estimates of GDP, person years of 
employment, and Conference Board calculated fiscal contributions could be developed 
and presented as “economic benefits” much like those presented for project development 
in Table 1, reference (i). 

!
jj) Please confirm that no estimate of lost days of work, business interruption, or other costs 

related to the flood would be included in the I/O estimate, including lost fiscal rvenues 
from lost business due to the flood, and the I/O model would treat all spending as if it 
contributed new capital rather than replacement of capital damaged by the flood. If not 
confirmed, please explain. 
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!
kk)Please confirm that conclusions regarding the economic impact from the Alberta flood 

would be construed as economic benefits when in fact the flood event imposed significant 
economic, social and environmental costs to the residents of Alberta. If not confirmed, 
please explain. 

!
ll) Please confirm that I/O models are incapable of addressing opportunity costs or 

opportunity losses. 

!
mm)Please confirm that I/O analysis takes as given an economic “shock” and assumes that 

the entire shock occurs at one time. That is please confirm an aggregate figure is used as 
input to run the model, say capital spending, as if the “shock” occurred as a snapshot at a 
point in time without any consideration of the time value of money. If not confirmed, 
please explain.  

!
nn)Please confirm that the output from the I/O model is a gross figure and that if an annual 

estimate of impact is desired, the gross figure is then distributed over the time horizon 
assumed to develop the input values, to achieve an annualized impact. For example, if a 
capital spending amount is injected into the I/O model of $4.6 million ($2012) and the 
construction process is assumed to run from 2012 – 2018, please confirm that the gross 
output from the model would then be divided by 7 to arrive at an annual average impact. 
If not confirmed, please explain how annual averages of the impact would be calculated. 

!
oo)Please explain why in reference (i) Table 2 the expenditure assumptions associated with 

the development of the TMEP include expenditures that have already occurred and thus 
the impacts will have been experienced whether or not the project is approved.  

!
pp)Please confirm that it is appropriate to remove expenditures already incurred from the 

analysis up to July 2015 since these will occur even if the project is rejected. If not 
confirmed, please provide an estimate of the costs incurred to June 2014 and confirm that 
the figure can be deducted from the $4.6 billion capital budget. 

!
qq)Please confirm that it is generally accepted that when a business evaluates the desirability 

or benefits of a capital investment the expected capital cost is compared to a stream of 
future expected revenues and that the net benefit is expressed in discounted net present 
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value terms. If not confirmed, please explain how large capital budget decisions are 
generally addressed by business. 

!
rr) Please explain why a capital cost figure in 2012 dollars would be injected into an I/O 

model based on 2009 economic relationships that represent 2009 dollars. 

!
ss) Were any adjustments made to deflate 2012 dollars to 2009 dollars? If so, please explain. 

If not, why not? 

!
tt) Please provide average prices for condensate in Edmonton for 2009 – 2013. 

!
uu)Please provide average prices from 2009 – 2013 for a selection of bitumen products 

intended for export along Trans Mountain, Keystone XL, Alberta Clipper, Northern 
Gateway, or other heavy oil pipeline assumed to exist over the time period under review 
(20 years). 

!
vv)Please calculate the relative price of a barrel of condensate versus the selected bitumen 

barrel prices as provided in (tt) and (uu) above. 

!
ww)Please provide a more detailed breakdown as to the assumptions made and the 

corresponding tables relied on in reference (i) to develop fiscal impacts for project 
development and operation as summarized in Table 1 in reference (i). Please  include with 
the information on the federal and provincial rates assumed, sales tax rates assumed, and 
the personal income rates assumed, supporting documentation regarding the “large 
corporate income tax effects” from the oil pipeline industry. 

!
xx)Please confirm that reference (i) allocated federal tax revenues across the provinces on a 

per capita basis. 

!
yy)Please explain why Trans Mountain would claim to consider the interests and concerns of 

the Province of BC in reference (iii), but then fail to accommodate the province’s concern 
that the allocation of federal revenues on a per capita basis was inappropriate and unlikely. 

!

Page �  of �66 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

zz)Please recalculate the interprovincial distribution of fiscal impacts as per the assumptions 
contained in reference (iii), the Five Conditions report, where federal revenues are not 
allocated on a per capita basis. 

!
aaa) Please confirm that if the federal government chose to allocate fiscal revenues to pay off 

the deficit, for example, that there would be no benefit allocated to provincial 
jurisdictions. 

!
bbb)Please confirm that Trans Mountain is in agreement with the Province of British 

Columbia’s Five Conditions Report with respect to the appropriate allocation of fiscal 
benefits projected in reference (i). If not confirmed, why not. 

!
ccc)As Kinder Morgan has relied heavily on the Province of BC’s Five Conditions Report, 

claimed to have met extensively on the report with representatives of the provincial 
government, and told analysts in the US that the Application goes a long way in meeting 
the requirements of the report, please file reference (iii) as evidence to the Hearing.  

!
ddd)Since the province’s five conditions relate to the transport of heavy oil, and Trans 

Mountain currently transports heavy oil while the terrestrial and marine spill response 
regimes for heavy oil are well below “world class”, and Trans Mountain claims to want to 
meet the Province’s conditions, why does Trans Mountain continue to transport heavy oil? 

!
eee) Please provide reference (vi) as evidence to this Hearing.  

!
fff)Please provide an update to Table VI-1 Canada Demand for Heavy Crude Diluent 

(thousand Barrels Per Day) on page 36 of reference (vi) consistent with the assumptions, 
production and supply tables provided in reference (vii).  

!
ggg)Please explain why in reference (vi) page 29 IHS (P&G) claims, “Enbridge estimates an 

in-service date of 2017 (for Northern Gateway). PGI does not expect the line to be 
available until after 2020.” Whereas in reference (vii), page 41, IHS relies on an 
assumption in its netback analysis that “The pipeline is proposed to start up in 2018.” 

!
hhh)Please confirm that netback analysis undertaken in reference (vii) requires excess 

pipeline capacity for the assumption that price differentials will narrow, and that once 
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pipeline capacity is full differentials will widen. If not confirmed, please explain why 
reference (vii), Table 2 assumes a disappearance of the netback enhancement in 2034 
when pipelines are deemed to be full. 

!
iii)Please confirm that reference (vii) assumes the same production and supply of heavy oil 

with or without Trans Mountain’s expansion. If not confirmed please explain fully. 

!
jjj)Please confirm that if the production and supply of heavy oil would be assumed to be the 

same with or without Trans Mountain’s expansion that toll rates would be paid to 
transport the product to market. If not confirmed, then explain how the heavy crude would 
make its way to market without costs of transport. 

!
kkk)Please confirm that the economic impact analysis in reference (i) assumes the oil 

transported along Trans Mountain’s expansion has not been redirected from another form 
of transport because no adjustment for declining tolls on other systems has been 
incorporated. If not confirmed, please show where the “lost” operating revenues have 
been incorporated into the operations I/O model. 

!
!
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!
8. Fiscal Impacts !
Reference:  i) Volume 2, Project Overview, Economics and General Information, page 

2-41, (A3S0R0) 
  
 (ii) The Trans Mountain Expansion Project: Understanding the Economic 

Benefit for Canada and Its Regions, Appendix B, (A3S0R1) !
 (iii) NEB Information Request No. 1 to Trans Mountain, Question 1.9 (a), 

(A3V8V6) !
(iv) Kinder Morgan Analyst Conference, January 29, 2014, Slides in support 
of Presentation by Ian Anderson, President of Kinder Morgan Canada, Slide 
3, Distributable Cash Flow, 2010 – 2014 Oral	  Presentation !!

Preamble:  

!
Reference (i) states that, “The construction and operation of the Project will provide substantial 
economic and fiscal benefits to Canada and its regions. There will be significant benefits to the 
parties directly involved, to all Western Canadian oil producers, and to all Canadians and their 
governments.  

!
Reference (i) also states that, “To estimate the economic and fiscal benefits that can be expected 
from the construction and operation of the Project, Trans Mountain commissioned an 
independent study by the Conference Board of Canada, which was conducted under the direction 
of Mr. Glenn Hodgson. Mr. Hodgson’s evidence is provided in Appendix B. Specifically, Mr. 
Hodgson assesses the impacts associated with: the capital investments required to build the 
pipeline and related infrastructure; the operation of the pipeline; and the higher netbacks to oil 
producers that are expected to result from the Project. Trans Mountain relies upon and adopts the 
evidence of Mr. Hodgson.” 

!
Reference (ii), page 5, of the Conference Board report states that with respect to the development 
phase, “The largest fiscal impacts are found in personal income taxes ($559 million), indirect 
taxes such as sales taxes ($335 million), and corporate income taxes ($184 million).” 

!
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Reference (ii) assumes that the federal tax revenues will be distributed across the provinces on a 
per capita basis. On page 6, reference (ii) states that “A key reason for this ($2.5 and $3.3 billion 
in fiscal revenues from pipeline operations) is that the oil pipeline industry generates large 
corporate income tax effects.” 

!
Reference (ii) assessed the operational impacts of the pipeline over its first 20 years of service 
under two scenarios. The first scenario is based on signed long-term contracts while the second 
scenario relies on predicted revenues from both long-term contracts and spot payments assuming 
full utilization of the pipeline. Reference (ii) explains that between $2.5 and $3.3 billion in fiscal 
revenues are anticipated over the first 20 years of operation. 

!
Reference (iii) question 1.9 (a) states, “Please provide the following for Trans Mountain Pipeline 
L.P. for the first full year and the fifth full year following Project commissioning: 

a.1) operating cash flow projections that identify net income and other components  of cash 
flow; and 

a.2) the estimated total asset and liability values and their main components. 

b) Please describe the following aspects of Trans Mountain’s cash management as   
anticipated at this time: 

b.1) the estimated per cent of total cash flow from Trans Mountain L.P.’s operations that 
would be distributed to the partners of the limited partnership over the first five years of 
operation following Project commissioning; and 

b.2) the estimated cash or near cash that Trans Mountain plans to retain on its balance sheet 
by the end of the fifth full year of operation after Project commissioning.” 
!

Reference (iv) provides a Distributable Cash Flow statement for Trans Mountain from 2010 – 
2014 including book tax and cash tax. In 2013 the amounts provided are DCF Trans Mountain 
Contribution $162US million, add book tax $19.3US million and add back cash tax $US4.1 
million.	

!
Request: 

!
a) Please confirm that Trans Mountain is a directly involved party as described in reference 

(i) and that the “substantial…fiscal benefits to Canada and its regions would generally be 
expected, in the first and direct instance, to flow from, or be contributed by Trans 
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Mountain’s operations, particularly since the “oil pipeline industry generates large 
corporate income tax effects”. 

!
b) Please confirm that “the capital investments required to build the pipeline and related 

infrastructure” means the debt and equity provided to Trans Mountain by its US parent to 
construct the “Project” as defined in the Application and currently estimated to be $5.5 
billion, but for purposes of Mr. Hodgson’s analysis excludes financing costs. The 
exclusion of financing costs results in $4.6 billion of expenditures (2012 dollars) relied on 
as an input to Mr. Hodgson’s model. If not, please explain. 

!
c) Did Trans Mountain provide Mr. Hodgson with an estimate of the fiscal contributions in 

the form of corporate income tax Trans Mountain estimates it will make to the Canadian 
economy over the 20 year operating time horizon assumed in the analysis? If not, why 
not? 

!
d) In addition to the request in NEB IR no 1, reference (iii) please provide the following for 

Trans Mountain Pipeline L.P., or for the entity that records revenue and expenses, and 
files income taxes based on earnings or profits, as the case may be, for each of the first 
five years following project commissioning including:  

1)operating cash flow projections that identify net income and other components of 
cash flow, dividends paid, taxes booked, and taxes paid (refunded); and 	


2)estimated total asset and liability values and their main components.  

!
e) Please provide a table consistent to that provided in reference (iv) for all years that Kinder 

Morgan or any of its affiliates have operated the Trans Mountain Pipeline (assumed to be 
briefly in 2005 onwards) and for 2004, and predict those figures for all years from 2015 to 
2037. If the budget provided in reference (iv) has been adjusted since Mr. Anderson’s 
presentation, please include that adjustment. That is, please provide a table equivalent to 
(and including) reference (iv) that extends from 2005 – 2037 (assuming the first full year 
of operation of the expansion is 2018). 

!
f) Please reconcile the cash flow amounts in the table provided in (d) above to the 

information in (e) if not readily apparent from the data provided. 

!
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g) Please confirm that “cash tax” in reference (iv) means tax actually paid, or refunded if 
negative, and confirm that booked tax means taxes recorded for accounting purposes, but 
which may never actually be paid and hence provides free cash flow that can be 
distributed to Trans Mountain’s owners. 

!
h) Please provide a percentage breakdown of the cash tax amounts requested in (e) above for 

the years 2004 - 2014 (budget) that were paid to (or refunded from ) the federal 
government, and provincial governments broken down further by province. 

!
i) Please provide a copy of the Canadian/US tax treaty, which applies to the distribution of 

Trans Mountain’s cash flow to its parent companies in the US and indicate the relevant 
sections for determining withholding rates applicable to Trans Mountain or related 
affiliates as appropriate.  

!
j) Please confirm that Kinder Morgan has a history of annual conferences held for the 

benefit of analysts similar to the January 29, 2014 conference (reference (iv)). 

!
k) Please provide copies of the slides presented by Mr. Anderson for each of the annual 

analyst conferences since Mr. Anderson began making presentations on KMC’s or Trans 
Mountain’s behalf. 

!
l) Please provide written copies of each of the transcripts of Mr. Anderson’s oral 

presentations to investor analysts for each of the years (including dates of the sessions) 
where Mr. Anderson attended. 

!
m) If Mr. Anderson did not make a presentation to analysts for any of the years subsequent to 

the purchase of Terasen Inc. shares by KMI in 2005, please indicate which year(s) Mr. 
Anderson was not present.  

!
n) Please provide relevant transcripts and slides prepared and presented on behalf of KMC or 

Trans Mountain for the years Mr. Anderson was not in attendance at the analysts 
conference particularly as they relate to the distributable cash flow from Trans Mountain 
and taxation or refunds arising from the operation of the system. 

!
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o) Please confirm that bitumen producers in Alberta who utilize bitumen in upgrading 
facilities connected to their mining projects pay royalties as if they purchased condensate, 
even if they do not. If not confirmed, please explain the relationship between the cost of 
condensate and Alberta’s royalties paid. 

!
p) Please confirm that an increase in the relative price of condensate reduces Alberta 

royalties. 

!
q) Please identify where in the Application the sensitivity of royalties received to condensate 

prices has been evaluated and included in the analysis. 

!
!
!
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!
9. Crude Oil by Rail 

!
Reference:  i) Volume 2 – Project Overview, Economics and General Information 

Appendix A - 1 Appendix A Direct Written Evidence of Steven J. Kelly, IHS 
Global Canada Limited, page 9-10 including Figure 1, (A3S0R1) 

!
ii) Kinder Morgan Canada Presentation by KMC President Ian Anderson, 
Morgan Stanley, Calgary Energy Summit, March 12, 2014, Presentation 

!
iii) The Trans Mountain Expansion Project: Understanding the Economic 
Benefit for Canada and Its Regions, Appendix B, (A3S0R1) including 
Appendix C to the report. 

!
Preamble: 

!
Reference (i) explains that, “The Expansion Scenario indicates that rail deliveries will be 
required until 2016, at which time Enbridge expansions and Keystone XL absorb the growth in 
marketable crude supply. TMEP, Energy East and Northern Gateway are assumed to come on in 
2017 and 2018, and thereby reduce the need for rail.” 

!
Reference (i) further explains that, “IHS believes that development of export pipelines would 
contribute to a reduction in the use of rail transportation for Western Canadian crude oil. Pipeline 
capacity additions over the next several years are expected to reduce the dependence on rail 
transportation for light and heavy crude oil, until such time as crude production once again 
exceeds pipeline takeaway capacity. The use of pipeline capacity instead of rail transportation is 
conservatively estimated to provide an increase in producer netbacks of $5-6 per barrel (constant 
2012 US) during the forecast period.”  

!
Reference (i) includes Figure 1, which depicts graphically the supply of crude oil and the 
demand for transportation capacity. Figure 1 illustrates a gap, which is assumed to be filled by an 
expansion of crude-by-rail.  

!
Reference (ii) provides information on Trans Mountain’s throughput history by destination, 
tanker volumes at the Westridge terminal, and KMC’s investments in crude-by-rail transport. 
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!
Reference (iii) relies on the an increase in netbacks to producers predicted to occur when crude 
oil-by-rail is displaced beginning in 2017 - 2018. Reference (iii) further relies on the increased 
netbacks to determine fiscal revenue benefits from the project. !!
Request: !

a) Please confirm that reference (i) assumes the supply of crude oil destined for markets in 
excess of available pipeline capacity will be transported instead by rail as needed. If not, 
please explain. !

b) Please confirm that reference (i) also relies on expanded crude-oil-by rail being displaced 
as pipeline capacity becomes operational. If unable to confirm, please explain. !

c) Please provide all data supporting Figure 1, including figures related to assumed rail 
transport capacity in bbl/d, what amount will be displaced when pipeline capacity comes 
on stream, as well as how much rail transport capacity in bbl/d is assumed to exist post 
pipeline expansion.  !

d) Please confirm that in order to meet a growing demand for crude-by-rail prior to the 
completion of enhanced pipeline capacity as mentioned in reference (i) that companies 
who provide rail transport will have made capital investments, and allocated operating 
resources, to meet this demand. If not confirmed, please explain how rail has expanded 
capacity to meet demand. !

e) Please confirm that rail companies that have expanded crude-by-rail capacity to fill the 
gap identified in reference (i) will have been receiving revenues related to rail transport 
and that if their transportation services are displaced, they will suffer the loss of these 
revenues. !

f) Please confirm that these same rail companies may also have invested in capital to meet 
the increased demand for crude oil transport and if displaced may suffer write offs 
because of stranded assets. !

g) Please confirm that to the extent Trans Mountain and/or other pipeline capacity displaces 
rail transport the revenues Trans Mountain receives would have been paid to Canadian 
railway companies but for the construction of Trans Mountain. If unable to confirm, 
please explain. !
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h) Please confirm that reference (i) has predicted an increase in gross netback revenues, that 
gross netback revenues can also be characterized as gross profits, and that gross profits 
can be characterized as net profits because it is assumed there were no increased costs to 
producers for realizing enhanced netbacks. If not confirmed, please explain. !

i) Please confirm that reference (i), although assuming rail transportation displacement, has 
not assumed any revenue displacement related to the transportation capacity. If not 
confirmed, please explain. !

j) Please confirm that if Trans Mountain’s toll rates are lower than CN or CP’s (or other rail 
operators) then the net difference is represented by reduced transportation costs to oil 
producers, but for any barrels that were being transported by rail, but are now transported 
by pipeline, rail operators will suffer a loss of those revenues. If not confirmed, please 
explain. !

k) Please confirm that the I/O impact of the lost revenues to rail transport capacity suppliers 
needs to be deducted from Trans Mountain’s I/O impact from increased operating 
revenues. If not confirmed, please explain. !

l) Please confirm that in 2018, for the barrels transported by pipeline that were transported 
by rail, there is a transfer of revenues received by rail companies to revenues received by 
Trans Mountain. If Trans Mountain’s tolls are less than rail, then the difference is 
represented by a reduction in costs to producers. For I/O modelling, the appropriate step 
in this case, since each industry has different coefficients and the impacts on GDP and 
person years of employment are different, would be to run an I/O model on the decline in 
revenues to the rail industry, an I/O model on the positive impact of a decline in 
transportation rates to oil producers, and an I/O model on the increase to Trans Mountain 
(which has been done). If not confirmed, please explain. !

m)  Please confirm that for a given $10 million shock in the rail transportation sector the 
impact on person years of employment is greater than a $10 million shock in the oil 
pipeline sector. If not confirmed, please explain. !

n) Please confirm that the negative impact on the rail sector and the positive impact on the 
pipeline sector can be explained as a shift in demand for transportation services from the 
rail sector to the pipeline sector. The shift away from rail is a “cost” and the shift to 
pipeline is a “benefit”. !

o) If not confirmed in (n), please clearly show with examples how oil producers paying to 
ship their product by rail, and that product getting to market as assumed in reference (i), 
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does not result in a loss of revenue to companies supplying the rail transportation capacity 
when Trans Mountain’s (Northern Gateway and Energy East) capacity comes on stream 
and displaces it. !

p) For greater clarity, please assume that it costs $10 per barrel to ship light oil from Alberta 
to the Chevron refinery in Burnaby by rail. Assume a producer in Alberta pays the toll 
rate. Assume Trans Mountain comes on stream and charges a spot rate of $6 per barrel 
light oil from Alberta to the Chevron refinery. Assume the producer shifts from 
transporting crude on CP facilities and moves to Trans Mountain’s system. CP receives 
$10 less, Trans Mountain receives $6 more, and the producer pockets the $4 saving, but 
there is no “new” benefit to the Canadian economy. The relative impacts will depend on 
the input-output coefficients imbedded in the I/O tables, but requires three runs of the 
model—the negative impact on rail compared with the positive impact on producers and 
pipeline operations. Reference (iii) has only examined the positive impact on pipeline 
operations. Please confirm or explain why not. !

q) Please confirm that a Kinder Morgan entity is in a 50/50 joint venture with Imperial Oil to 
create a unit train facility served directly by CN and CP with between 100,000 to 250,000 
bbls/day with an expected in service date of Q4, 2014. Please specify which Kinder 
Morgan entity is in the JV with Imperial. !

r) Please confirm that Imperial is a shipper on the Trans Mountain system and has signed a 
long-term TSA for the expansion project. !

s) Please explain why Kinder Morgan would invest in crude-by-rail capacity, as explained in 
reference (ii) if crude-by-rail will be displaced by new pipeline projects. !

t) Please provide a detailed listing of the rail related projects Kinder Morgan is affiliated 
with in Canada and the US, including year of construction, capacity, as well as a detailed 
listing of the crude-by-rail capacity expansion projects any of the existing and potential 
shippers on Trans Mountain are directly or indirectly affiliated with. !

u) Please provide the data that supports the two graphs on page 7 of reference (ii) (Trans 
Mountain History and Tanker Volumes). !

v) In reference to the graph on page 7, reference (ii) and for the years where throughput 
exceeds 300,000 bbl/d, is this because only light oil was transported through the system? 
If no, please explain. !
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!
10. Crude Oil By Rail—Evidence Comparisons !
Reference:    i) Volume 2 – Project Overview, Economics and General Information 

Appendix A and  Appendix A-1 Direct Written Evidence of Steven J. Kelly, 
IHS Global Canada Limited, (A3S0R1) 

!
ii) IHS	  CERA	  Insight Keystone XL Pipeline: No Material Impact on US GHG 
Emissions, Jackie Forrest and Aaron Brady, August, 5, 2013 !

 iii) Trans Mountain Expansion Project Application NEB,     
RH-001-2012, Direct Evidence of George R. Schink, Revised January 
10, 2013, Tab D-1 !
iv) Analysis of Potential Future Rail Competition to Trans Mountain 
and Other Pipelines, Appendix A, George R. Schink, Appendix A !
v) Kinder Morgan billionaire sees big fortunes in oil by train and 
tanker, Vancouver Observer, January, 20, 2014, Article 
and Press Release !

  vi) Canadian Association of Petroleum Producers, IHS CERA Slide 
Presentation Jackie Forrest, December 10, 2013, Slides	  !!

Reference (i) is an examination of a potential increase in producer netbacks hypothesized  to 
arise when pipeline capacity displaces rail transport because reference (i) postulates rail is a more 
expensive mode of transport.  

!
Reference (i) explains that, “IHS believes that development of export pipelines would contribute 
to a reduction in the use of rail transportation for Western Canadian crude oil. Pipeline capacity 
additions over the next several years are expected to reduce the dependence on rail transportation 
for light and heavy crude oil, until such time as crude production once again exceeds pipeline 
takeaway capacity. The use of pipeline capacity instead of rail transportation is conservatively 
estimated to provide an increase in producer netbacks of $5-6 per barrel (constant 2012 US) 
during the forecast period.” 

!
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Reference (i) also states, “The netback price benefit ($5 - $6 per barrel constant 2012 U.S.) is 
attributed to the lower cost of pipeline transportation to heavy crude to the assumed clearing 
market location (the U.S. Gulf Coast), compared to the cost of rail transportation.” !
Reference (ii) is an IHS CERA senior staff report which explains how oil sands bitumen 
represents a unique case for rail economics and concludes in direct contrast to Mr. Kelly’s 
evidence that: !

 “Even if pipeline capacity lags oil sands growth, we expect that rail will be an ongoing 
and economic part of the transportation puzzle. For heavy oil sands crude specifically, in a 
scenario in which pipeline access was severely restricted, we would expect greater 
investments to make rail economics even more efficient, approaching those of pipelines. !
Although moving crude oil by rail is generally more expensive than by pipeline, oil sands 
heavy oil could be an exception. What makes oil sands unique is the need for diluent. In its 
natural form, bitumen is the consistency of peanut butter—too thick for pipelines. Prior to 
pipelining, the bitumen is thinned by adding light hydrocarbons (typically natural gas 
condensates). The resulting mixture (called diluted bitumen, or dilbit) is about 70% 
bitumen and 30% diluents. This is how bitumen is transported today, whether by pipeline 
or rail. !
However, unlike pipelines, rail cars do not necessarily require diluent for moving oil sands. 
With the appropriate investment, they can transport pure bitumen, using heat to thin the 
bitumen during railcar loading and unloading. !
By railing pure bitumen (instead of dilbit in a pipeline or rail car) oil sands producers can 
avoid some expense—specifically cost for the diluent—plus there would be fewer barrels to 
transport (compared with dilbit, shipping pure bitumen decreases the total volume moved 
by 30%). These savings offset some of the extra costs associated with rail transport. 
Assuming sufficient scale and investment, our view is that producer netbacks from the 
USGC for transporting pure bitumen by rail would be comparable to about $6 lower than 
for moving with pipeline (for each bitumen barrel produced).” !

Reference (iii) was filed by Trans Mountain in support of its Part IV Application for approval of 
the toll methodology that would be applied should Trans Mountain’s expansion be approved. 
Reference (iii) is expert testimony prepared by Dr. George Schink that analyzes rail transport and 
concludes it is a cost effective and viable alternative, not only to oil pipelines, but also to Trans 
Mountain’s expanded pipeline system. Trans Mountain’s expert witness explains that:  

!
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“My detailed evaluation of rail as a cost-effective competitor to pipelines exiting Western 
Canada, which is presented in Appendix A, is based on a detailed analysis of estimates of 
the relative costs of using rail versus pipeline for specific movements from Western Canada 
for crude oil and bitumen. My analysis considers unique economic advantages of rail 
movements that can deliver condensate back to Western Canada (instead of returning 
empty cars). In addition, I consider the economic benefits of shipping pure bitumen by rail 
cars, which avoids the cost to pipelines of delivering and mixing condensate with the 
bitumen, and enables additional volumes of bitumen to be shipped. As Appendix A details, 
rail is somewhat more expensive for deliveries of bitumen blends originating in Western 
Canada but generally less expensive for undiluted bitumen movements, and the railroads’ 
ability to backhaul condensate to the origin market provides additional benefits.” 

!
Reference (iv) is further evidence filed by Trans Mountain and prepared by Dr. Schink. It 
represents a detailed evaluation of rail as a cost-effective competitor to pipelines exiting Western 
Canada. It is in direct contrast to the key assumption underlying reference (i) filed as evidence at 
this hearing.   

!
Reference (iv), Table A-1, page 18, provides rail transport costs under various scenarios and 
illustrates that under certain assumptions, bitumen transport by rail is cheaper than pipeline 
transport to the Gulf Coast. 

!
Reference (v) includes a discussion of, and the press release about, the expansion of Kinder 
Morgan rail facilities in Edmonton to enable the transport of up to 250,000 barrels a day of crude 
to North American markets:  

!
“The facility will be built on heavy industrial-zoned land approximately one-half kilometer 
southwest of Kinder Morgan's Edmonton storage terminal, on land adjacent to Imperial's 
Strathcona Refinery. The Edmonton Rail Terminal is currently being designed as a crude oil 
loading terminal capable of loading one to three unit trains per day totalling 100,000 barrels 
per day at startup, with the potential to expand to approximately 210,000 barrels per day, and 
ultimately to 250,000 barrels per day. The new rail terminal will be connected via pipeline to 
Kinder Morgan's tank facility and will be capable of sourcing all crude streams handled by 
Kinder Morgan for delivery by rail to North American markets and refineries. The rail 
terminal will be constructed and operated by Kinder Morgan and will connect to both 
Canadian National and Canadian Pacific mainlines.” 

!
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Reference (vi) is a slide presentation presented by IHS CERA including a graph on slide 7 that 
appears to be exactly the same as Figure 1 in reference (i) except for the three supply scenarios. 
The slide presentation provides an estimate of the capital capacity to facilitate rail through 2016 
with two possible scenarios of future reliance. !
Request:  !

a) Please provide the detailed evaluation of rail as a non-competitive, or more expensive, 
alternative to pipeline transport exiting Western Canada as prepared in support of the 
conclusions reached in reference (i). Please include worksheets, calculations, assumptions 
and analysis. !

b) Please confirm references (i), (iii) and (iv) were commissioned by Trans Mountain in 
support of a Trans Mountain Expansion Project Application to the NEB for Part III in 
reference (i) and Part IV in reference (iii) and (iv). !

c) Please confirm that reference (i) presents evidence suggesting rail is more expensive for 
shipping heavy oil in all circumstances, whereas reference (iii) and (iv) presents evidence 
concluding that under some conditions rail is less expensive than pipeline and provides a 
competitive and realistic alternative to pipelines. If not confirmed, please explain. !

d) Please explain why Trans Mountain would submit expert evidence claiming rail transport 
is a viable and cost effective alternative to pipeline transport in its toll application and 
submit expert evidence claiming rail is unequivocally more expensive by $5 - $6 more 
per barrel (US 2012) as compared to pipeline transport, in its public interest Application. !

e) Please confirm that reference (i) does not consider railroads’ ability to backhaul 
condensate to the origin market. If not confirmed, please identify where in reference (i) 
such a consideration is discussed. !

f) Please submit as evidence reference (iii) and (iv). !
g) Was Mr. Kelly aware of the evidence provided by Dr. Schink in reference (iii) and (iv)? !
h) Please confirm that IHS and IHS CERA are the same, or at least directly affiliated 

corporate entities and thus Ms. Forrest, Mr. Brady and Mr. Kelly are all employed by the 
same corporate or related entities. !

i) Is there a reporting relationship between Mr. Kelly and Ms. Forrest or Mr. Brady? If so 
please explain. 
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!
j) Was Mr. Kelly aware of the report prepared by Jackie Forrest and Aaron Brady for IHS 

CERA in reference (ii) or the slide presentation presented by Ms. Forrest to CAPP? !
k) Please provide the underlying calculations and detailed assumptions concluding that “rail 

would be comparable to about $6 lower than for moving with pipeline for each bitumen 
barrel produced.” !

l) Did Trans Mountain discuss the discrepancy between the conclusions reached by Mr. 
Kelly and those reached in reference (ii), (iii) and/or (iv) with Mr. Kelly. Please explain 
the nature of those discussions and decisions reached. !

m) Did Trans Mountain consider contracting Dr. Schink to undertake the netback and pricing 
analysis provided in reference (i)? If not, why not. !

n) Please confirm that if heavy oil by rail is a viable and cost competitive alternative to 
pipelines that there is no “potential industry benefits of export pipeline capacity” as 
estimated in reference (i). If not confirmed, please explain fully. !

o) Please confirm that if rail transport of bitumen (by bitumen barrel) is cheaper than 
transporting diluted bitumen, by barrel, by pipeline, based on the assumptions in 
reference (i), the introduction of Trans Mountain’s expansion could lower producer 
netbacks on every barrel produced. If not confirmed, please explain. !

p) Please explain why Kinder Morgan would invest in a rail terminal facility capable of 
exporting up to 250,000 barrels per day throughout North America and then not utilize 
the facilities or capability subsequent to the expansion of the Trans Mountain Pipeline 
system as concluded in reference (i). !

q) Please confirm the slides in reference (vi) are IHS slides and that the information in them 
as well as the uncertainty around the role of rail in the future is supported by Trans 
Mountain. If not, please explain. Please submit the slides as evidence along with the 
supporting data for the illustrations. !
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!
11.  Netback Benefits Calculation !
Reference: i) Application Volume 1, Summary, page1-5, paragraph 24, (A3S0Q7) 
 Application Volume 2, Project Overview, Economics and General 

Information, Appendix A – Direct Written Evidence of Steven J. Kelly, IHS 
Global Canada Limited, page 15 lines 24 - 30  and page 16  lines 19-25,
(A3S0R1)  !

 ii) Information Request No. 1 From NEB Panel to Trans Mountain, April 15, 
2014, page 5 of 95, Question 1.6 Benefits Calculation, (A3V8V6). !

 iii) Application Volume 2, Direct Written Evidence of Steven J. Kelly, page 16 
and footnote 7. !

 iv) Northern Gateway, Information Request IR. No 3, JRP to Northern 
Gateway, Design Capacity, Question	  3.2	  Hydrolic	  Design !!

Preamble: !
Reference ii) states “Reference (i) states that oil producer revenues in Western Canada are 
forecast to rise by $US45.4 billion over the first 20 years of the Project’s operation, as a result of 
higher netbacks that can be attributed to producers having access to new markets through the 
Project.”  !
Reference ii) states that “$US37.4 billion of the $US45.4 billion in Reference i) is the Project’s 
share of the total industry benefits over the 2018 to 2037 time period. Reference ii) also states 
that the Project’s share, as part of an aggregate expansion of capacity, is 26.6 per cent of the 
assumed capacity additions.” !
Reference (ii) requests:  

a) Please provide the Project’s share of total industry benefits, in dollars, for the High 
Production Case and Low Production Case, as is stated for the Base Production Case in 
Reference ii). 
b) Please provide the Project’s share of the aggregate expansion of capacity, in per cent, for 
the High Production Case and Low Production Case, as is stated for the Base Production Case 
in Reference ii). 
c) Please provide how much oil producers’ revenues in Western Canada are expected to rise as 
a result of higher netbacks that can be attributed to producers having access to new markets 
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through the Project, for the High Production Case and Low Production Case, as is provided 
for the Base Production Case in Reference i). !

Reference (i) also states that “In aggregate, higher netback prices for heavy crude equate to about 
$140 billion US of producer benefits in the Base Case (on a constant 2012 US, undiscounted 
basis) over the 2017 - 2037 time period.” !
Reference (iii) explicitly identifies TMEP as 590,000 B/D, Energy east as 1.1 million B/D and 
Northern Gateway as 525,000 B/D.  !
Reference (iv) explains that Northern Gateway is designed to efficiently carry 850,000 barrels a 
day of crude.  !!
Request: !

a) Please confirm that the estimated total industry benefits for Western Canadian oil 
producers predicted by Reference (i) in the Base Case is $140 billion US over the 2017 - 
2037 time period. If not confirmed, please explain. !

b) Please confirm that the $140 billion is an estimate of the higher netback received for all 
Western Canadian crude supplied regardless of which market it is sold into. If not 
confirmed, please explain. !

c) Please confirm that the estimated portion allocated to Trans Mountain’s expansion is 
calculated as $140 billion x 26.6% = $37.34 billion which has been grossed up to $37.4 
billion in reference (i) page 16 line 21.  !

d) Please confirm that as illustrated in Table 2 in Mr. Kelly’s evidence Volume 2, page 14, 
TMEP heavy crude to Asia along Trans Mountain, that half the pipeline committed 
volume of 707,000 bbl/d is assumed to flow to Asia at higher prices than received in 
North America and as a result, an additional $8 billion is added to the $37.4 billion.  !

e) Please confirm that this addition $8 billion in benefits is explained on page 16, line 22 
-24 as “TMEP would produce benefits of about $8 billion U.S. due to the realization of 
higher netback prices for crude priced in Asia rather than the US Gulf Coast. Total 
benefits attributable to TMEP are therefore about $45 billion U.S. over the forecast 
period” !
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f) Please confirm that the comment made in reference (ii) mischaracterizes the benefit when 
it states: “Reference ii) states that “$US37.4 billion of the $US45.4 billion in Reference i) 
is the Project’s share of the total industry benefits over the 2018 to 2037 time period.” 
That is, please confirm that $US37.4 billion is not the “Project’s” share of the benefit, but 
that $US45.4 is the estimated share of the Project’s benefit if $140 billion is achieved 
through higher netback's because all the pipelines assumed in footnote 7 of page 16 come 
on stream. !

g) Please confirm that the benefit is calculated on the basis of a higher netback for all heavy 
oil supplied from Western Canada and not just the oil that flows along the new pipeline 
capacity. !

h) Please confirm that no information regarding the exchange rates assumed in the analysis 
has been provided. If confirmed, please provide all exchange rate assumptions and how 
they have been relied on in reference (i). If not confirmed, please provide references in (i) 
regarding exchange rate assumptions. !

i) Please provide the answers as requested in the NEB Question 1.6 (reference (ii) 
(corrected for the misunderstanding of total benefits and project’s assumed share of those 
benefits) to include the Base Case, High Production Case and Low Production Case, on a 
Canadian dollar basis, a Canadian dollar and US dollar discounted basis using the Trans 
Mountain Hurdle rate, a 3% discount rate, a 5% discount rate and an 8% discount rate. !

j) If Northern Gateway were to expand capacity to 850,000 barrels per day prior to 
construction as explained in reference (iv) please confirm that Trans Mountain would 
reduce its share of the benefits to 23.2% of $US140 billion from 26.6%. If not, please 
explain. !

k) Please explain why TransCanada’s Keystone XL and Alberta Clipper’s expansion 
capacity are not part of the pro-rata share calculation for the distribution of predicted 
netback benefits in Volume 2. !

l) Please confirm that Keystone XL and Alberta Clipper (as part of Enbridge Mainline) are 
included in Figure 1 and Figure A-9. !

m) Does Trans Mountain believe neither Keystone XL or Alberta Clipper will enhance 
producer netbacks when these capacity expansions take place? Please fully explain Trans 
Mountain’s view on this issue. If Trans Mountain believes that differentials will be 
reduced when Keystone XL or Alberta Clipper come on stream, please clearly show 
using pricing data how differentials are not currently reflective of quality and 
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transportation costs to market and thus provide an opportunity for narrowed differentials 
from capacity expansion. !
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!
12. Project Capital Cost, AFUDC and Toll Rates !!
Reference:  i) Volume 2, Project Overview, (A3S0R0), page 2-34, Project Cost Estimate. !

ii) RH-01-2012 Final Form FSA and TSA Schedules, Trans Mountain 
Expansion Part IV Toll Application, January 10, 2013, (A3E7D5), Exhibit 
B15-25, page B1, B2 and B3, (A3E7D5) !
(iii) Volume 2, Project Overview, Section 7, Appendix A, page 52-53 and 
Table A-14 and Table A-15 (A3S0R1) !
(iv) RH-01-2012, Trans Mountain Expansion Part IV, Toll Application, Tab 
D, Evidence of George Schink, page 57, footnote 147, (A3E7E7) !
(v) Volume 2, Appendix A-1, Direct Written Evidence of Stephen J, Kelly, 
(A3S0R1) !!

Preamble:   !
Reference (i) states that the capital cost for the expansion project (net of the Allowance for Funds 
Used During Construction—AFUDC of $322.3 million) is $5,184 million, and reference (ii) 
filed prior to the Application states the capital cost for the project is $5,506.3 million with no 
identification of an AFUDC amount. !
Reference (ii) provides firm service toll estimates for committed shippers for volumes <75,000 
barrels a day and firm service toll estimates for volumes >75,000 barrels per day. !
Reference (iii) states, “Netback values depend on refinery gate prices and transportation costs 
from Alberta. The forecast netback values at Edmonton are presented in Table A-14, in current 
and constant 2012 dollars. The analysis summarized here is based on the IHS supply/demand 
balance, and our current estimate of pipeline tolls and tanker costs.” Table A-15 provides 
transportation costs from Edmonton to Pacific—2017 in US dollars per barrel. !
Reference (iv) provides a table illustrating existing Trans Mountain tariffs and Trans Mountain 
Expansion tariffs for various grades and transportation distances as follows. 

!
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!
Reference (v) defines the netback price as “set by the market price, less applicable transportation 
costs from the point of production. The clearing market sets the price for the marginal barrel.”   

!
Reference (iii) Table A-14 provides Oil Sands Netback Values at Edmonton for SCO and Cold 
Lake Dilbit.  There is no supporting data as to how the forecasts were achieved or how the 
figures in Table A-14 relate to Table 2 in reference (iii). 

!
Request:  !!

a) Please confirm that the AFUDC amount identified in reference (i) is included in line item 
amounts identified in reference (ii) and as such an AFUDC amount equivalent to $322.3 
million has been assumed in the determination of firm service toll rates as detailed by 
destination and product grade in reference (ii). If not confirmed, please explain how 
AFUDC amounts are factored into the toll rates paid by shippers whether committed or 
spot. !

b) Please confirm that as the AFUDC account increases, this cost will be passed onto 
shippers in the form of higher toll rates. If not confirmed, please explain clearly the 
relationship between AFUDC and toll rates as approved in the recent Part IV toll 
hearings. !

c) Please confirm that Trans Mountain adopted reference (iv) during the Part IV Hearings 
and continues to support the accuracy and reliability of the evidence. If not, please 
explain and make adjustments as necessary to reflect updated information. For example, 
it may be that the ED-WEST heavy rate on 20 year committed terms is $4.85 as per 
CAPP IR 1.3 filed on January 10, 2013, rather than $4.80. 

       Location       Crude Existing Tariff $/
cu.m

Existing Tariff 
$/bbl

Trans Mountain 
Expansion 20yr $/

bbl
Change

ED-KAM Light 11.8079 1.88 3.02 61% 

ED-SUMAS Light 16.2792 2.59 4.04 56% 

ED-BBY Light 17.0716 2.71 4.24 56% 

ED-WEST Light 18.1974 2.89 4.73 64% 

ED-WEST Heavy 21.113 3.36 4.80 43%
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!
d) Please provide a table for reference (iv) that is the most current information respecting 

proposed toll rates, and correct any errors on existing toll rates. !
e) Assuming for discussion purposes that reference (iv) is accurate, please confirm that the 

Trans Mountain Pipeline Expansion will increase the toll rates applied to a given barrel 
of heavy oil transported from Edmonton to the Westridge terminal by 43% or $1.44 per 
barrel. !

f) Please confirm, all other things constant, that an increase in toll rates for shippers on the 
current system represents a reduction in netbacks by the amount of the increase in toll 
rates for an equivalent volume shipped by them on the expanded system according to the 
assumptions in reference (i) respecting netbacks and toll rates. If not confirmed please 
explain how a shipper who experiences a $5 per barrel increase in netbacks when Trans 
Mountain’s expansion is operational, but also experiences a $1.44 increase in toll rates, 
does not realize a $3.66 netback enhancement, rather than a $5 enhancement as predicted 
in reference (i). !

g) Please confirm that the Edmonton to Sumas transportation cost is the Canadian cost 
borne from Edmonton to the US border and that toll charges apply as a separate charge 
to transport crude from the border to refineries in Washington state. !

h) Please confirm that since netback values are negatively impacted by higher 
transportation costs, that the Trans Mountain Pipeline Expansion will increase the toll 
rates applied to a barrel of light oil transported from Edmonton to the US border at 
Sumas by 56% or $1.45 per barrel and thus reduce producer netbacks on that barrel 
accordingly, all other things constant. !

i) Please provide existing tariff rates for crude oil shipped from Sumas to destinations in 
Washington state according to location and confirm that there is no contemplated 
increase in these tariff rates when the Trans Mountain expansion toll rates take effect. If 
not confirmed, please explain including any contemplated expansion or addition to the 
pipeline throughput capacity to Washington state and any contemplated or assumed 
increase in toll rates. !

j) Please confirm that for the Chevron refinery in Burnaby that the transportation cost per 
barrel of light oil will increase by an estimated 56%, or $1.53 per barrel, if the Trans 
Mountain Expansion is approved according to the information provided in reference (iv). 
If not confirmed, please provide an estimate of the increase in toll rates for crude shipped 
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along Trans Mountain to the Chevron refinery after the Expansion is operational or 
identify on the table provided in reference (iv) if it has been incorrectly interpreted. !

k) Please confirm that the transportation costs per barrel of refined products supplied to the 
lower mainland of British Columbia, and or the interior of British Columbia, will rise if 
the Trans Mountain Expansion Project is approved. Please provide a breakdown by 
destination of the increase in toll rates for petroleum products such as gasoline, jet fuel 
and diesel, if the Trans Mountain Pipeline Expansion is approved. !

l) Please explain how reference (iii) incorporated the negative impact of increased toll rates 
into its calculation of improved oil sands netbacks at Edmonton in Table A-14. That is, 
since the Trans Mountain pipeline system currently ships 300,000 barrels a day of crude 
oil and refined products at a rate 40 – 60% less than the rate projected for all barrels 
post-expansion, how did reference (iii) incorporate the net cost of higher toll rates on 
western Canadian oil producers who currently utilize the system to ship 300,000 barrels 
per day. Please provide an estimate of the “cost” of higher toll rates on the existing 
300,000 barrels per day shipped on the TMPL once expansion is complete. !

m) Please confirm that higher toll rates on crude oil and petroleum products delivered in BC 
for refining or end user use in BC represents a cost that will be passed onto the BC 
economy. If not confirmed please explain, if confirmed please explain why this cost was 
not considered as a public interest cost. !

n) Please confirm that the netback price per barrel is the price received by the producer less 
transportation costs of getting the barrel to market and thus the netback price for a barrel 
of Cold Lake Blend sold to Asia is the price in Asia minus tanker and pipeline tolls. If 
not, please define netback price and relate netback price to a barrel of Cold Lake Blend 
sold into the Asian market. !

o) Please confirm that producer profit can generally be thought of as netback price minus 
transportation costs minus all other expenses. If not confirmed, please define producer 
profit. !

p) Please confirm that when the “clearing market sets the price for the marginal barrel” that 
what is meant is that the price for a barrel of crude oil on all barrels is the price obtained 
for the last barrel sold. If not confirmed, please explain clearly the importance of the 
price of the marginal barrel on all other barrels of similar quality sold into the market. !

q) Please confirm that for a refinery such as Chevron, that when Trans Mountain is 
expanded, and assuming the price lift forecast of $5 is achieved as projected in reference 
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(v) that the cost at the Chevron refinery gate will be the net increase in toll rates, plus the 
higher netback. If not confirmed, please explain and identify how much per barrel 
including transportation costs would be assumed to be borne by Chevron when the 
expansion is complete and operating. !

r) Reference (iii) Table A-14 does not provide sufficient detail to review and analyze the oil 
sands netback values at Edmonton. These values are expressed in US$. No transportation 
rates have been expressed. Please provide all the data, including the actual historical data 
relied on to predict the netbacks in Table A-14, along with projections for 2014 - 2037 
annually inclusive. Please also include the exchange rates assumed, quoted prices in 
Edmonton in Canadian dollars, toll rates for pipeline and tankers for each of the markets 
assumed and source of the data. !

s) Please confirm that reference (iii) assumes no change in light oil netbacks over the time 
horizon of the analysis. If unable to confirm please provide all references in Mr. Kelly’s 
evidence that explains the impact on light oil netbacks of the expansion of Trans 
Mountain’s system, the introduction of Northern Gateway and Energy East. !

t) Reference (iii) Table A-15 does not provide a source for the costs. Please provide 
sources, actuals historical rates, and estimates for 2009 - 2037 along with rates for 
Aframax tankers, and although not intended to call at Westridge terminal as part of this 
Application, tanker rates that would be applicable for Suezmax tankers. For Aframax, 
please provide tanker toll rates on the basis of tanker transport when at capacity and the 
effective toll rates at the 90% capacity restriction required at the Westridge terminal, on a 
per barrel basis. !

u) Please explain whether tanker toll rates paid for crude oil transport by tanker from the 
Westridge terminal are quoted to shippers in in US or Canada dollars. If expressed as US 
dollars, please confirm that netbacks for heavy oil shipped by tanker are subject to an 
exchange rate risk.  !

v) If tanker toll rates are quoted to shippers in US dollars, did Trans Mountain conduct any 
sensitivity analysis with respect to netbacks and the potential impact of exchange rates 
on tanker transport costs? If not, why not? !

w) Please confirm the current volume of crude oil transported to Asia (with specific 
reference to China as a subset) on Panamax and Aframax tankers. If Asia does not 
currently receive deliveries of crude by any appreciable amount on Panamax or Aframax 
tankers, please explain why Westridge would be seen to be a desirable port exit for 
Western Canadian crude. 
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!
13. Heavy Crude Netback Prices !
Reference:  i) Volume 2, Appendix A-1, Direct Written Evidence of Stephen J,   
  Kelly, page 14 Table 2, (A3S0R1) !
  ii) Volume 2, Appendix A-1, Direct Written Evidence of Stephen J,   
  Kelly, page 16, Q.12, (A3S0R1) !
  iii) Volume 2, Appendix A-1, Direct Written Evidence of Stephen J,   
  Kelly, page 53, (A3S0R1) !
  iv) Volume 2, Appendix A-1, Direct Written Evidence of Stephen J,   
  Kelly, page 41-42, (A3S0R1) !!
Preamble:  

Reference (i), page 15, states that, “TMEP, as one of the pipeline capacity expansion projects 
included in the Expansion Scenario, is expected to contribute to significantly higher heavy crude 
netback prices for Canadian oil producers. As shown in Table 2, below (sic), netback prices for 
heavy crude are estimated to be $5 to $6 per barrel (constant 2012 U.S.) higher as a general 
consequence of the development of new pipeline capacity. The netback price benefit is attributed 
to the lower cost of pipeline transportation for heavy crude to the assumed clearing market 
location (the U.S. Gulf Coast), compared to the cost of rail transportation.”  

!
Table 2 in reference (i) summarizes the projections of heavy crude supply from Western Canada 
from 2018 - 2037 and heavy crude supply is a function of heavy crude production from Western 
Canada, domestic condensate, domestic SCO and imported condensate.  

!
Reference (ii) explains that “the price of Canadian heavy crude has been discounted below price 
parity against comparable crudes (such as Mexican Maya at the US Gulf Coast) for much of the 
last decade. This has been the case, even though these crudes are similar in quality and have 
nearly equivalent values in coking refineries.” Reference (ii) does not discuss the relationship 
between producer netbacks and the relative cost of condensate, nor does it identify any other 
factors that may affect a differential between western Canadian crudes and crudes of “similar” 
quality prior to Western Canadian crudes being sold into those markets. 

!
Reference (iv) states that the Northern Gateway pipeline is proposed to start up in 2018.  
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Reference (i) illustrates the supply of crude and expected netback lifts, but makes no mention of 
the heavy supply intended for export on Northern Gateway to Asia.  

!
Request: 

!
a) Please explain why the heavy oil supply in reference (i) has made no accommodations for the 

volumes assumed to flow along Northern Gateway for export to Asia even though the analysis 
assumes the project is operational.  

!
b) Did the netback analysis fail to incorporate the impact of supply volumes destined for Asia 

along Northern Gateway? If no, please indicate how the Northern Gateway volumes were 
incorporated into the Asia premium netback analysis. 

!
c) Please confirm the general economic principle that when supply to a market increases, ceteris 

paribus, the price is expected to fall. 

!
d) Please comment on why the Asia premium of $2 per barrel would be expected to exist if both 

Trans Mountain and Northern Gateway are supplying into the Asian market in volumes 
reaching almost 900,000 bbl/d by 2019. 

!
e) Please confirm that the Heavy Crude Supply assumed in reference (i) includes condensate as 

diluent, much of which may have been imported to create diluted bitumen. If not, please 
explain. 

!
f) Please confirm that the Heavy Crude Supply assumed in reference (i) includes domestically 

produced SCO from heavy oil as diluent. If not, please explain. 

!
g) Please confirm that the Heavy Crude Supply assumed in reference (i) includes conventional 

and oil sands heavy. If not, please explain. 

!
h) Please provide actual annual figures from 2004 - 2013 and IHS forecast from 2014 - 2037 that 

illustrates the bitumen supply, heavy conventional crude, condensate domestic, condensate 
imported and SCO that makes up the total supply figures relied on for Table 2 (recognizing 
Table 2 only provides figures from 2018 - 2037). 
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!
i) Please provide an annual table from 2004 - 2037 that illustrates the actual and IHS forecast 

volume in Western Canada in bbl/d that clearly illustrates what takes place from crude oil 
production to crude oil supply conventional and non-conventional, light and heavy. The goal 
of this request is to identify the difference between oil production and supply and the reliance 
on imported condensate to generate supply available for export, as well as identify the use of 
SCO for petroleum product processing in Canada versus SCO export as synbit or light oil. For 
greater clarity, please identify: 

!
1. heavy crude oil sands produced; 

2. heavy oil conventional produced; 

3. conventional light oil produced; 

4. the heavy oil produced that is upgraded to become part of the light non-conventional 
supply of crude as SCO (ie take 1 above and net off the heavy allocated to upgraders and 
then indicate how much SCO is supplied); 

5. Take the volume of SCO supply in 4, and indicate how much bitumen produced in 1 
becomes synbit supply; 

6. condensate produced domestically; 

7. heavy oil from 1 diluted with domestic condensate to become dilbit supply including 
assumed ratio; 

8. imported condensate to create dilbit supply; 

9. heavy oil diluted with imported condensate to create dilbit supply; 

10.conventional heavy supply diluted or not, please specify and identify condensate 
requirement as appropriate or confirm heavy conventional produced is the same as heavy 
conventional supply; 

11.the total volume of heavy oil produced that will be diluted with domestic and imported 
condensate to eventually become heavy oil supply; 

12.the total volume of heavy supply which should be 5,7, 9 and 10 added together and 
correspond to Table 2 in reference (i) (if not please clarify);  

13.heavy crude utilized in Canadian refineries; 

14.light oil utilized in Canadian refineries disaggregated to conventional and SCO; 

15.heavy crude exported to the US by PADD; 

16.light oil exported to the US by PADD disaggregated to conventional and SCO. 

!
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j) The figures supplied in Items i) 1, 2 and 3 above, aggregated, should be consistent with the 
figures underlying Figure 2, page 12 and Figure A-1 page 22 for the years presented in those 
graphs. Please confirm. If not, please explain. 

!
k) The figures supplied in Item i) 1 should be consistent with the figures underlying Figure A-2 

page 23. If not confirmed, please explain. 

!
l) The figures supplied in Item i) 2 and 3 should be consistent with Table A-3 page 24. If not 

confirmed, please explain. 

!
m) The figures supplied in Item i) 13, 14, 15 and 16 should be consistent with some of the figures 

relied on in Figure A-4 page 24. Please provide a reconciliation of the figures in Figure A-4 
with the figures provided above. 

!
n) The figures supplied in Item i) 7,8 and 10 should be consistent with the IHS forecast in Table 

A-2 for Heavy Crude Supply, if not please explain. 

!
o) The figures supplied in Item i) 7,8 and 10 should be consistent with the IHS forecast in Table 

A-2 for Heavy Crude Supply, if not please explain. 

!
p) The figures supplied in Item i) 3 and 4 should be consistent with the IHS forecast in Table A-2 

for Heavy Crude Supply, if not please explain. 

!
q) Please confirm that the price the producer receives in the market is dependent on the value of 

the blended crude to the market and not the cost to the producer of condensate or SCO 
required for diluent blending purposes.  

!
r) Please confirm that if the value of the blended crude in the market does not change but the 

relative price of condensate goes up, producer netbacks fall, and producer gross profits fall. If 
not confirmed, please explain. 

!
s) Please confirm that a barrel of bitumen (such as Cold Lake bitumen) and a barrel of Cold 

Lake Blend are two different “products” and would have a different value in the market. If not 
confirmed please provide empirical evidence with an explanation. 
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!
t) Please clearly explain how the value of a barrel of bitumen and a barrel of diluted bitumen 

would have a different value in the market if that market were the Gulf Coast. 

!
u) Please provide all the assumptions related to condensate pricing in Mr. Kelly’s evidence to 

achieve the netback in (i) and (ii). 

!
v) Please provide empirical evidence supporting the assumptions made with respect to 

condensate pricing in reference (i) and (ii). 

!
w) Please provide annual historical and forecast prices bitumen producers in Edmonton pay for 

condensate as compared to the price in foreign markets and identify which foreign markets 
prices are being provided for.  

!
x) Please identify the key factors Trans Mountain expects will affect the availability and price of 

condensate supply to bitumen producers.  

!
y) Please provide an analysis of the cost of condensate sourced via imports, assuming the price 

of condensate at various differentials to bitumen, and its impact on the netback to bitumen 
producers who use the condensate for blending. That is, please provide a sensitivity analysis 
of the relationship between producer netbacks and condensate prices. 

!
z) Please confirm that to calculate a netback to the bitumen producer, it is necessary to know all 

transportation costs for condensate to the field, not just to Edmonton. Please ensure the 
netback sensitivity analysis includes all transportation costs for condensate. 

!
aa)Please confirm that the producer netback using a condensate price of $110.00 per barrel and a 

dilbit price of $80.00 per barrel is not the same as when, at the same condensate price, dilbit is 
valued at $65.00 per barrel.  

!
bb)Please ensure that the analysis provided on the sensitivity of diluted bitumen (heavy oil) 

netbacks to condensate prices accommodates the features of (aa) above. 

!
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cc)Please confirm that an increase in the demand for condensate from 2013 - 2037, ceteris 
paribus, would be expected to increase the relative price of condensate. If not confirmed 
please explain the market conditions whereby the relative price of condensate would be 
expected to rise. 

!
dd)Please confirm producer netbacks are sensitive to the Canadian US dollar exchange rate. 

!
ee)Please provide a sensitivity analysis that explains the impact on netbacks when the Canadian 

dollar trades at an increasing discount to US dollars and when Canadian dollars trade at an 
increasing premium to US dollars. 

!
ff) Please confirm that condensate import demand for blending purposes has increased the 

relative price of condensate facing bitumen producers in recent years and provide data 
supporting this confirmation. If not confirmed, please explain why and provide condensate 
price data supporting the explanation. 

!
gg)Please explain how Table A-14 in reference (iii) has accommodated the impact of relative 

condensate prices on netbacks. If the relative price of condensate is assumed to remain 
constant throughout the forecast period, please indicate which relative price (ie the level or 
ratio to the bitumen price) and at what time in the time horizon it was assumed fixed. 

!
hh)Please confirm that an increase in the  relative price of imported condensate could negatively 

impact the financial viability of diluted bitumen for export purposes. If not confirmed please 
explain. 

!
ii) Please confirm that the scenario described in (hh) above has not been contemplated in 

reference (iii) or in the production volumes assumed over the period to 2037. 

!!!!
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!
14. Netback Pricing and Benefits Analysis !!
Reference:  i) Application Volume 2, Appendix A-1, Direct Written Evidence of Stephen 

J. Kelly, IHS Global Canada Limited (A3S0R1) !
 ii) Kinder Morgan Canada Investor Presentation, Slide 10, January 28, 2010, 

Ian Anderson, Presentation ! !
Preamble:   !
In reference (i), page 6, it is stated that the purpose of the analysis is to address: 

1. If the TMEP is constructed as planned, is it reasonable to expect that the facilities will 
be highly utilized?  

2. If the TMEP is built as planned, is it reasonable to expect that it will produce a benefit 
for Canadian producers in the form of higher netback prices for their crude oil 
production? What is the expected aggregate amount of economic gain to producers 
from the Project’s development?  

3. Would the TMEP provide access to new markets, and is access to these new markets a 
benefit to producers?  

!
In order to answer these questions it is necessary to develop crude oil production forecasts, and 
since oil sands bitumen requires imported diluent to flow through pipelines it is necessary to 
develop condensate import forecasts. Relying on these estimates, an oil supply forecast can be 
developed. As well, crude oil demand forecasts, by geographic area, and quality of crude, must 
be produced along with estimates of market price by crude quality or grade.  

!
Specifically, reference (i), page 11 states that the Base Case supply/demand outlook takes into 
account the following key premises: 

• IHS crude price and light/heavy differential forecasts  
• IHS North American regional crude production forecasts (Q3 2013)  
• IHS outlook for crude market demand (type and volume) and interregional trade  
• Rail infrastructure development for crude export is based on existing in-service capacity 

and proposed expansions   
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!
In order to evaluate the reliability and relative accuracy of such significant projections, it is 
necessary to have access to these forecast values, underlying assumptions relied on in the 
analysis such as predicted oil price levels, exchange rates, domestic refinery demand, production, 
condensate imports, results of any sensitivity analysis undertaken, and an identification as to 
whether IHS and other data sources have been relied upon.  

!
There is insufficient information provided in support of the summary findings and conclusions in 
reference (i).  

!
There is insufficient explanation of the methodology relied upon by Mr. Kelly to determine if the 
methodology is reasonable and acceptable under the circumstances.  

!
Reference (i) page, 7 states, “Producers with capacity on TMEP would have the opportunity to 
realize higher netback prices on production that is priced in the Asia/Pacific region rather than 
the U.S. Gulf Coast region. As compared to exports to the U.S. Gulf Coast, exports to California 
are expected to provide a $3 to $4 per barrel (constant 2012 US) netback premium to Canadian 
producers, and exports to Asia/Pacific markets are expected to provide a $2 per barrel netback 
premium. These benefits would apply from 2018 through the end of the forecast period. The 
benefits associated with higher netbacks from markets in Asia are estimated at $8 billion over the 
forecast period. Total benefits attributable to TMEP are $45 billion, including both general 
industry benefits and higher netback prices on deliveries to Asia.” 

!
Reference (i) on page 10 states, “The use of pipeline capacity instead of rail transportation is 
conservatively estimated to provide an increase in producer netbacks of $5-6 per barrel (constant 
2012 US) during the forecast period.” 

!
Reference (i) Table 2 applies $5 per barrel to all heavy oil supplied from Western Canada and 
adds an additional $2 per barrel for heavy oil transported to Asia. It is unclear how the $5 per 
barrel relates to the $3 to $4 per barrel and why reference (i) applied $5 to all barrels if some is 
transported to California at a lesser netback. 

!
Reference (ii), page 10 provides estimated tanker rates to Asia for 2010, whereas reference (i) 
page 53 providers tanker rates to Asia in 2017 that are significantly lower. 

!
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Request:  

  

a) Please provide all supporting data in table format (and identify sources of such data) by 
year, and other breakdown as appropriate to understand the figures and tables relied on to 
produce IHS forecasts throughout reference (i): 

!
1) Figure 1, Appendix A, page 9 including the assumptions on volume shipped by rail 

and markets where these volumes are assumed to be shipped by rail. (Please confirm 
Figure 1 and Figure A-9 are the same figures. If not confirmed please provide 
supporting data as requested above for Figure A-9); 

!
2) Figure 2, Appendix A, page 12 and updated figures to include the NEB 2013 forecast 

including appendices published November 21, 2013. (Please confirm Figure 2 and 
Figure A-1 are the same figures. If not confirmed please provide supporting data as 
requested above for A-1).  Please also include the complete CAPP forecast reports for 
2013, 2012, 2011, 2010, 2009, 2008, 2007, 2006 and 2005; 

!
3) Table 1, Appendix A, page 12 including confirmation that “total runs” in Table 1 

means “US refinery demand”. If not, please explain what total runs means. (Please 
confirm Table 1 and Table A-1 are the same tables. If not confirmed please provide 
supporting data as requested above for Table A-1); 

!
4) Table 2, page 14, including an identification of the exchange rate assumed (are the 

figures in Table 2 in Canadian or US dollars?), exchange rate assumptions applied if 
Canadian dollar prices are adjusted to reflect US dollars during the analysis and how 
and when these exchange rates are applied as part of the supporting documentation; 

!
5) Figure A-2, Appendix A, page 23, including an identification of how the data in this 

Figure relates to Table 2 on page 14. Please incorporate NEB 2013 forecast into the 
background data table; 

!
6) Figure A-3, page 24, including NEB 2013; 

!
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7) Table A-4, page 23, including a breakdown of refinery crude demand in Canada (by 
refinery) and the US (by refinery). Please also disaggregate Canadian bitumen/
synthetic numbers in the green shaded area of Figure A-4; 

!
8) Table A-2, page 27, Table A-3, page 28, Table A-4 page 29, Table A-5 page 30, Table 

A-7, , including an identification of the IHS estimates as compared with the Oil and 
Gas Journal estimates; 

!
9) Figure A-7, page 33, with forecasts for crude supply sources, by source including 

Western Canada to 2037; 

!
10)Figure A-10 Crude Oil Pricing Dated Brent forecast, Figure A-11 Light Crude Oil 

Forecast, A-12, Figure A-12 Heavy Crude Oil Price Forecast; 

!
11)Table A-14 and Table A-15; and 

!
12)Figure A-13 and Figure A-14. 

!
b) Please explain why it is expected that in PADD V, Middle East supply sources would be 

displaced by Western Canadian crude, particularly if Middle East exports to the Gulf 
Coast are being replaced by domestic and Canadian supply, thus making available more 
Middle East supply for sale in the California market. 

!
c) Please confirm that the imports to California from Alaska arrive on tankers subject to the 

Jones Act and explain the significance of the Jones Act respecting transport of crude by 
tanker. 

!
d) Please explain whether or not crude oil transport by tanker between non-Alaskan ports in 

the US are subject to the Jones Act and if so, please confirm that transport is more 
expensive on a per barrel basis than transport on non-Jones Act tankers would be over the 
same distance. 

!
e) Please explain the difference in tanker transport costs related to an Aframax tanker 

carrying diluted bitumen from Westridge to California versus an Aframax tanker carrying 
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diluted bitumen from a Washing state port, when the tanker from Washington state is 
subject to the Jones Act and the tanker from Westridge is not. 

!
f) Please comment on whether the Westridge dock as a waterborne access point becomes 

uneconomic or commercially challenged if the Jones Act is repealed or amended to 
remove the transport restrictions. 

!
g) Please confirm BP is the owner of the Cherry Point facility in Washington including 

marine facilities, rail facilities, refinery and storage facilities. If not confirmed, please 
clarify. 

!
h) Please provide a summary of the facilities and storage capacities at Cherry Point, the size 

of the tankers able to load and offload, and a description of the other marine facilities in 
Washington that could provide waterborne access for crude oil transported along the Trans 
Mountain system through Sumas to Washington state.  

!
i) The 2012 Worldwide Refining Survey is relied heavily upon for Appendix A and A-1. 

Please confirm that the 2013 Worldwide Refining Survey was released December 19, 
2013. 

!
j) Please confirm that the 2013 Worldwide Refining Survey concludes that crude oil refining 

capacity worldwide fell in 2013 and that this is a drop from the highs reached in 2012 
signalling a levelling off of capacity growth observed over the past three years. 

!
k) Please provide the 2012 Worldwide Refining Survey and the 2013 Worldwide Refining 

Survey. 

!
l) Please explain how the results in the 2013 Worldwide Refining Survey impact conclusions 

reached in Appendix A and Appendix A-1 and comment as to whether any of the data, 
discussion, tables or other evidence is to be revised based on the 2013 survey. 

!
m) Please confirm the condensate-blending ratio for Cold Lake Blend (Dilbit) of 30% diluent 

versus 70% Cold Lake Bitumen. If not confirmed please provide the blending ratio 
assumed in the analysis.  
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!
n) Please explain why tanker toll rates for 2010 on Panamax would be significantly higher in 

2010 in reference (ii) than they are projected to be in 2017 in reference (i). Please also 
confirm whether the toll rates in reference (ii) are in US or Canadian dollars and provide 
the actual figures and source supporting the data in the slide. 

!
o) Please confirm that if the pipeline cost to transport to the Gulf Coast is higher than 

predicted, the netback benefit to producers falls accordingly. 

!
p) Please confirm that the analysis assumes the US Gulf Coast sets the price for heavy crude 

as represented by Mexican Maya. 

!
q) Please confirm that the analysis assumes Western Canadian heavy oil is at parity with 

Maya as long as sufficient pipeline capacity exists. 

!
r) Please explain where Brent FOB, Cold Lake Blend FOB, and Maya FOB prices are 

assumed to be located (quoted) in Figure A-12.  

!
s) Please confirm that Cold Lake Blend FOB is quoted in Canadian dollars and provide the 

Canadian dollar values along with the exchange rate relied upon in price forecasts. 

!
t) Please confirm that if Maya and Cold Lake Blend were considered to be equivalent grades

—ie close substitutes—that the price of Maya FOB and Cold Lake Blend FOB would be 
expected to be the same but for the cost of transport between the two FOB locations.  

!
u) Please describe the physical properties of Maya as compared to dilbit and whether Maya 

requires diluent in order to ship it by tanker from the Gulf of Mexico to the US Gulf 
Coast. If any diluent is required, please provide a rough ratio. 

!
v) Please confirm that when diluted bitumen reaches US refineries, these refineries have 

bought diluted bitumen, but effectively demand bitumen and the diluent needs to be 
removed from the bitumen before processing. That is, please confirm that US refineries 
demand bitumen, not condensate, and thus if blending is 30% condensate – 70% bitumen, 
refineries are effectively purchasing 70 percent barrels. If not confirmed, please explain. 
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!
w) Assuming (u) above confirms that Maya does not represent a diluent blended heavy oil, 

please confirm that when a refinery purchases a barrel of Maya, they utilize a barrel of 
Maya. 

!
x) Please explain how the transport cost and pipeline capacity needs of imported condensate 

have been factored into the relative transportation costs of diluted bitumen by pipeline. 
That is, has any accommodation in the analysis been made to include the transportation 
costs of importing diluent for blending purposes and the transportation costs related to the 
diluent component of the dilbit export, that effectively does not get utilized by the Gulf 
Coast refinery. Please explain. 

!
y) Please provide detailed explanation and supporting data spreadsheets relied upon to 

predict rail transport costs to the US Gulf Coast versus pipeline transportation costs to the 
US Gulf Coast. 

!
z) Please explain why a pipeline versus rail netback benefit to producers for heavy oil used 

as feedstock in Western Canadian refineries would exist. 

!
aa)Please explain why the $5 - $6 per barrel benefit from pipeline transport would exist on 

barrels sold into the US Midwest, California and Washington. 

!
bb)Please confirm that higher prices for feedstock are anticipated on volumes shipped to 

Washington and California. If unable to confirm, please separate the two markets and 
explain. 

!
cc) Please fully explain the development of the estimates to arrive at the $5 per barrel 

netback assumed in Table 2, the $3-$4 mentioned on page 7 and reconcile the apparent 
contradiction between the use of the $5 figure for the benefits calculation. For greater 
clarity, please confirm that the $3-$4 more per barrel is in addition to the $5 in the Gulf. If 
not, please explain. 

!
dd)Please explain why, if producers can achieve a netback $2 higher per barrel in Asia than in 

California, any oil would be shipped from Westridge to California. 

!
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!
15. Economic Benefits Presentation Materials 

!
Reference:    i) Trans Mountain Pipeline ULC - Consultation Update No. 1 Errata 

(A59343), Appendix C, including A3V3R2 to A3V3S8.  

!
 ii) $50 Million A Day, Canadian Chamber of Commerce, September 17, 

2013, Brochure !
iii) Top 10 Barriers to Competitiveness 2013, Canadian Chamber of 
Commerce, February 12, 2013 Brochure available as pdf to link. 

!
iv) Kinder Morgan Analyst Conference, January 29, 2014, Comments by 
Kinder Morgan Canada President, Ian Anderson, Presentation  !
v) Application, Volume 2, Appendix A-1, page 14, Table 2, (A3S0R1) !
vi) RH-2-2011, Reasons for Decision, page 5. !
vii) Application, Volume 2, Appendix B, page 28,	  

!
Preamble:  

!
Trans Mountain has made a number of public representations about the vast benefits and 
minimal risk from its project in support of its Application. The forums include open houses, 
workshops, one-on-one meetings, presentations, website, online feedback forms, printed 
materials and digital media including social media. These representations have also included 16 
Economic Benefits Presentations along the route from Edmonton to Burnaby with an overall 
attendance of 1,300 stakeholders.  

!
Reference (i) page 2-12 includes a screen shot of the Economic Benefits for Trans Mountain 
Expansion Project. There is no transcript of the video available.  

!
Reference (i), Appendix C, provides a list of the 16 communities, organizations and groups that 
Kinder Morgan Canada representatives made presentations to over the period October 21, 2013 
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to November 28, 2013. Trans Mountain also provided the audience with a handout of a brochure 
titled “$50 Million A Day” produced by the Canadian Chamber of Commerce. 

!
Reference (i) slide 1 states that “the US needs less, Asia needs more (oil).” It also states that 
“lack of market access has cost Canada as much as $50 million a day.”  Slide 4 in reference (i) 
claims, “Canada can no longer rely on the US as the destination for virtually all its oil exports. 

!
Reference (v) and elsewhere in the Application there are numerous references to the importance 
of California and other west coast states as “new” markets for Trans Mountain’s intended 
throughput.   

!
Reference (iv) as transcribed from the audio states, “As a result of pipe capacity, limited access 
to global markets…we continue to see discounts between Brent, WTI and Canadian Mixed 
Sweet blends. In the bottom left you see what that spread has meant over the last several years 
anywhere from $5 to $10 dollars a barrel up to north of $25 a barrel. (The) Canadian Chamber of 
Commerce came out with a report late last year that said that spread, that limited access to 
markets, the differential that Canadian producers see ads up to about $50 million a day in lost 
revenues and profits to the Canadian economy. So that’s the spread, the royalties, the taxes, it’s 
all related. So it’s a significant challenge, a significant issue.” !
Reference (vi) explains that, “Trans Mountain stated that the volumes shipped off the Westridge 
dock and the number of tankers required to move those volumes are affected by several factors, 
including market demand and customers’ requirements for specific lot sizes. In addition to the 
limitations caused by the need to ship in lots, a physical limitation exists due to the amount of 
tank storage available at the Dock. Based on existing physical limitations, Trans Mountain 
advised that the Westridge dock could currently ship upwards of 23 900 to 31 800 m3/day 
(150,000 to 200,000 bpd). In March 2009, shipments off the Westridge dock peaked at 22 700 
m3/day (143,000 bpd).” 

Reference (ii) states that, “What’s at stake for Canada is millions of jobs, tax revenues and other 
economic benefits. Several reputable businesses and research organizations have attempted to 
quantify exactly what’s at stake for the Canadian economy:  

!
• A 2012 CIBC report argued that transportation bottlenecks are causing Canadian oil to be 

sold well below world prices, resulting in a $50 million dollar a day loss to Canadian oil 
producers at that time.  

!
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• A 2012 Canadian Energy Research Institute report claims that failing to realize currently 
planned pipeline projects could cause Canada to forego $1.3 trillion in GDP and $276 
billion in taxes between 2011 and 2035.  

!
• A 2013 Canada West Foundation report stated each stalled pipeline project that would 

open up access to world markets costs the country $30 to $70 million in forgone 
economic benefits every day.”  

!
Reference (i) makes numerous references to an approximate 4,500 jobs at peak construction and 
provides a graph with estimated project workforce form February 2016 - November 2017 with 
July 2017 peaking at ~4,500. There is no indication that the estimate is workers by month. 

Reference (vii) provides an estimate of 28,202 person years of employment figures attributable 
to the development of the project.  

!
Request:  

!
a) Please confirm that the brochure made available to attendees at the presentations outlined in 

reference (i) is reference (ii). If not confirmed please provide a copy of the brochure that was 
handed out and relied on at the presentations. If reference (ii) was provided as a handout, 
please table it as evidence. 

!
b) Reference (iv) mentions Canadian mixed sweet blends. Please identify where in the Canadian 

Chamber of Commerce brochure, or the third party references the Canadian Chamber of 
Commerce sites, where Canadian mixed sweet blends are mentioned. 

!
c) Please provide price data for Canadian mixed sweet blends and relate that commodity to the 

product intended for export along the Project. 

!
d) Did Kinder Morgan Canada, or any company in the Kinder Morgan family, contribute in 

whole or in part to the preparation of the document produced by the Canadian Chamber of 
Commerce in reference (ii)? If so, please explain the nature of the contribution and the 
amount the funding. 

!
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e) Did any representatives of the Kinder Morgan family discuss the preparation of the brochure 
prior to its publication? If so, who spoke to the Canadian Chamber of Commerce and what 
was the substance of those conversations?  

!
f) When Trans Mountain elected to rely on reference (ii) were there any discussions held with 

the author(s) of the report to determine the accuracy or reliability of the $50 million a day 
figure. If so, what was the substance of those conversations and what material or information 
did Trans Mountain provide to support the figure? 

!
g) Did Trans Mountain contact any of the organizations mentioned in reference (ii) as sources 

for estimates that $50 million a day is lost because of lack of market access? If so, please 
provide details of which parties were contacted and what information, data, documentation, 
or other proof they provided to support the loss claim.  

!
h) Was Trans Mountain (KMC) aware of reference (iii) prior to it being referenced in this 

Information Request? If yes, when did Trans Mountain become aware of reference (iii) 

!
i) If yes to (h), please confirm that Trans Mountain understands that the figures in reference (ii) 

were originally published in reference (iii) seven months earlier. If Trans Mountain (or 
Kinder Morgan) provided funding for reference (ii), was Kinder Morgan aware of reference 
(iii) at the time the funding was provided. 

!
j) Please provide Trans Mountain’s understanding of how the Canadian Chamber of Commerce 

derived the $50 million per day estimate. 

!
k) Please provide a copy of the 2012 CIBC report mentioned in reference (ii) and indicate 

where in that report it argues “that transportation bottlenecks are causing Canadian oil to be 
sold well below world prices, resulting in a $50 million dollar a day loss to Canadian oil 
producers at that time”. 

!
l) Please indicate where in the CIBC report filed in response to (k) above data is provided, or 

analysis offered to explain how the $50 million a day figure was developed and over what 
time horizon that $50 million a day was thought to be “lost”.  

!
!
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m) Did Trans Mountain draw the attention of the Government of BC to the Chamber of 
Commerce’s brochure (either before or after it was published) during any of its meetings 
with provincial officials or elected representatives? If so, please provide dates and the names 
of the officials at the meeting where the $50 million a day figure was discussed. 

!
n) If Trans Mountain undertook any analysis to confirm the Canadian Chamber of Commerce’s 

claims prior to relying on the Chamber’s brochure prior to making its presentations to the 
public, please provide Trans Mountain’s calculations and all supporting documentation relied 
upon prior to presentations made to the public. 

!
o) Please confirm that Mr. Anderson’s reference to a $25 per barrel increase in the price of 

crude oil in reference (iv) translates to roughly 15 cents a litre at the pumps if the crude oil 
price increase is passed on by the refinery to the end user. If not confirmed, please provide a 
clear and fulsome discussion of the impact at the pumps if the price of crude oil for Western 
Canadian production increased by an average of $25 per barrel, on all barrels, because of 
increased pipeline throughput capacity. 

!
p) Please explain the apparent contradiction between the public communication materials 

whereby it says in reference (i) Canada can no longer rely on the US as the destination for 
virtually all its oil exports and reference (v) clearly illustrates how dependent the Trans 
Mountain Expansion Application is on US markets. Reference (v) assumes only 354,000 
barrels a day of crude oil will flow to Asia over the twenty year time horizon. 

!
q) Please explain why, if the Westridge dock could ship up to 200,000 barrels a day, and if as 

claimed in reference (iv) producers are suffering as much as $25 per barrel loss because of 
lack of waterborne access, shipments off the Westridge dock peaked at 143,000 barrels per 
day in 2009. 

!
r) Reference (i) page 2-12 includes a screen shot of the Economic Benefits for Trans Mountain 

Expansion Project. There is no transcript of the video available. Please provide a transcript of 
the video narrative. 

!
s) Please confirm the video relies on the $50 million a day loss as a reason for building Trans 

Mountain pipeline. If not confirmed, please explain. 

!
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t) Please confirm that the video on Trans Mountain’s website at 20 seconds claims, “Right now 
Canada is losing out on more than $50 million a day….more than $15 million for federal and 
provincial services every day.” If not confirmed, please provide a transcript for this section. 

!
u) Please provide all research, tables, data and materials relied on to conclude that the federal 

and provincial tax rate on $50 million a day in lost revenues is 30% to achieve the claim that 
$15 million a day in lost public services is a result of the Trans Mountain expansion project 
not having been already built. 

!
v) Please explain what the claim that there are “~4,500 jobs at peak construction” means. 

!
w) Please confirm that the graph provided by Trans Mountain means  ~4,500 person months of 

employment in about July of 2017. Please provide all the data supporting the graph with 
monthly person years of employment. 

!
x) Please define a “job”, a “worker”, and a “person year of employment”. 

!
y) Please confirm that it is typically understood that a job is a job, and that if a person is a 

pipefitter for a company, and works for that company for five years, that is not “five jobs”, 
that is understood to be five person years of employment. 

!
z) Please reconfirm that the underlying assumption in Trans Mountain’s economic case is the 

same level of oil supply will exist with or without the project proceeding, and that if Trans 
Mountain does not expand some other transportation facility will such that many of the 
positions available for the expansion project could easily be provided by the alternative 
transportation systems developed to support the predicted oil supply. If not confirmed, please 
explain how the alternative transport service capacity could be provided without employing 
workers. 

!
aa)Please confirm that KMC does not build pipelines but will let contracts to tender to qualified 

engineering and construction firms that are in the business of building pipelines. 

!
bb)Please provide a list of possible companies that could take the lead on the construction and 

engineering development for the “Project”. 

Page �  of �110 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

!
cc)Please confirm that these firms have their own core workforce that would be expected to be 

employed during the construction phase of Trans Mountain’s expansion just as they would be 
expected to be employed without it on some other alternative activity. 

!
dd)Please provide details as to how Trans Mountain calculated its project workforce figures and 

include a discussion as to the proportion of the workforce that would be expected to consist 
of experienced workers already employed in established construction/engineering firms. 

!
ee)Please indicate how the figures in Project Workforce as provided as a graph in the public 

consultation presentations from reference (i) relate to the direct person years of employment 
(28,202) estimate developed through project development I/O modelling undertaken by the 
Conference Board. Please reconcile the two sets of figures.  

!
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!
16. Fate	  and	  Behaviour	  of	  Diluted	  Bitumen	  in	  a	  Fresh	  Water	  Environment 

!
Reference: i) Application Volume 7, Risk Assessment and Management of Pipeline and 

Facility Spills, Qualitative Ecological Risk Assessment of Pipeline Spills, 
Stantec Consulting, Technical Report 7-1, page i Executive Summary, page 
6-30 and page 6-31, (A3S4W9) 

!
ii) Robyn Allan, Why NEB’s Gateway Report is Vulnerable to Legal Assault, 
Tyee, January 20, 2014, Aritcle 

!
iii) UP-Epifluorescence Microscopy Analysis of Sediments Recovered from 
the Kalamazoo River, Kenneth Lee, Jay Bugden, Susan Cobanli, Tom King, 
Claire McIntyre, Brian Robinson, Scott Ryan and Gary Wohlgeschaffen, 
Centre for Offshore Oil, Gas and Energy Research (COOGER) Fisheries and 
Oceans Canada,  Report 

!
iv) US Environmental Protection Agency Response to Comments Regarding 
Proposed Work Order to Enbridge Energy Partners, March 14, 2013, Report 

!
v) Kalamazoo River Spill Responders “Writing the Book on Submerged Oil 
Clean-up”, Article 

!
vi) US EPA Volume Estimate for Submerged Line 6B Oil in the Kalamazoo 
River, Appendix 2, May 1, 2013, Thomas P. Graan, Ph.D., Weston Solutions, 
Inc. (WESTON) Ronald B. Zelt, Professional Hydrologist (Water Quality), 
U.S. Geological Survey (USGS), Report !
vii) United States Environmental Protection Agency, Dr. Kerri-Ann Jones to 
US Department of State, regarding Keystone XL and diluted bitumen, April 
22, 2013, Letter 
!
viii) Enbridge Energy, Limited Partnership Line 6B Incident, Marshall, 
Michigan Conceptual Site Model – 2013 Report 
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!
Preamble: 

!
Reference (i) states that, “A literature review was conducted to identify and acquire information 
on actual and modelled spills of heavy crude oils in the freshwater environment, and case studies 
were selected to inform predictions about the potential fate and transport and ecological effects 
of a diluted bitumen spill resulting from the Project. Actual spill case studies included the 
Kalamazoo River spill, East Walker River spill, Pine River spill, Wabamun Lake spill, 
Yellowstone River spill, OSSA II Pipeline spill, and the DM 932 barge spill, with crude oil types 
ranging from light crude oil to diluted bitumen and bunker type products.” 

!
Reference (i) page 6-30 and 6-31 states that, “On July 25, 2010, Enbridge’s Line 6 pipeline 
ruptured in a wetland near Marshall, Michigan. Approximately 3,200 m3 (843,444 US gallons) 
of heavy crude oil containing diluted bitumen was released over a period of about 17 hours. The 
pipeline contained two different batches of crude oil at the time of the spill, and it is estimated 
that the spilled oil comprised approximately 77% Cold Lake Winter Blend diluted bitumen and 
23% Western Canadian Select crude oil (National Transportation Safety Board [NTSB] 2012). 
Of this, approximately 1,300 m3 (337,386 US gallons) reached Talmadge Creek and the 
Kalamazoo River (Enbridge 2013a).  

!
Reference (i) footnote (Enbridge 2013a) links to a website that has not been updated since 2011. 

!
Reference (i) also states that, “At the spill site, crude oil was released below grade level. The 
crude oil was forced from the pipeline under pressure into the surrounding soils and emerged to 
the ground surface. The released oil flowed overland through forested scrub-shrub wetland, 
following local topography, to Talmadge Creek (Enbridge 2013b). Despite the proximity of the 
oil spill location to Talmadge Creek, only about 40% of the spilled oil entered the aquatic 
environment, the remainder being recovered at the spill site, or in the wetland between the spill 
site and Talmadge Creek.”  

!
Reference (i) also states that, “as part of the response to the spill, Enbridge prepared a 
Conceptual Site Model (CSM, Enbridge 2011, 2013b) that was reviewed and approved by the 
Michigan Department of Environmental Quality. The CSM provides the best available 
description of the conditions at the time of the spill, and the behaviour and fate of the spilled 
crude oil in the environment. Much of the information presented below originates from the 
CSM.” 
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!
Reference (ii) explains that Enbridge misled the NEB Joint Review Panel in its reporting of the 
amount of oil that reached Talmadge Creek and the Kalamazoo River and the amount that sank 
or submerged. Reference (ii) details the history of events and references a series of research 
reports that provides a very different assessment of the risk and consequences of a diluted 
bitumen spill in a fresh water environment than Enbridge’s accounting relied on in reference (i).   

In August 2012 Fisheries and Oceans Canada's Centre for Offshore Oil, Gas and Energy 
Research offered its in-kind services to the U.S. Environmental Protection Agency (EPA). 
Canadian scientists received sediment samples from the EPA and analyzed the effectiveness of a 
submerged oil identification technique known as UV fluorescence. 

Fisheries and Oceans Canada findings were released Oct. 24, 2012 and are referenced in (iii) 
above. The research concluded, "in the initial stages of the cleanup operations, UV-fluorescence 
was able to highlight the presence of bulk oil.... However, as cleanup operations proceeded ... oil 
within the sediments was reduced to low concentrations ... this, coupled with quenching of 
dispersed oil droplets, resulted in our subsequent inability to detect traces of the residual oil by ... 
UV illumination." 

References (ii) - (vii) are publicly available references that contradict the narrative provided in  
reference (i). 

Reference (viii) is the Enbridge Michigan Conceptual Site Model that was over-ruled by by 
reference (vi). 

!
Request: 

!
a) Were the authors of reference (i) aware of reference (ii) - (vii) in the preparation of the 

risk assessment for the Project application?  

!
b) If yes to (a), why is no reference made in reference (i) to examples of third party evidence 

contradicting Enbridge’s claims regarding the fate, transport, behavior and ecological 
impact of diluted bitumen spilled into Talmadge Creek and the Kalamazoo River?   

!
c) If the authors were not aware of reference (ii) - (vii) how is the statement in reference (i) 

claiming that a literature review was undertaken, an adequate representation? 
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!
d) Please explain how Technical Report 7-1 would be altered or amended if case study 

materials relied on to determine, fate, transport and ecological effect of a diluted bitumen 
spill for the Kalamazoo River, were found to severely underestimate the amount of oil that 
made its way to fresh water, the amount that sank, the amount not yet recovered and the 
severity of the damage to the biosphere.  

!
e) Please explain how Technical Report 7-1 would be altered or amended if the case study 

materials referenced as emanating from Enbridge Inc. and its affiliates, and relied on to 
determine the ecological effect of a diluted bitumen spill overestimate the rate and 
likelihood of ecological recovery. 

!
f) Please provide a detailed discussion and analysis of reference (ii) – (vii) and how the 

results, directives, or conclusions regarding the fate and behviour of diluted bitumen and 
potential environmental effects contained in these references affect Trans Mountain’s 
Project application. Please include in this response: 

!
1) whether references (ii) – (vii) supports or contradicts any findings or conclusions in 

Trans Mountain’s application; 

!
2) whether the discussion and analysis in (ii) – (vii) necessitates any changes to 

conclusions in the Project application regarding oil fate and behaviour, potential 
environmental effects, and emergency preparedness and response planning. 

!
g) References sited in reference (i) for Enbridge 2013b is written as: “Enbridge. 2013b. 

Conceptual Site Model-2013 Enbridge Energy, Limited Partnership, Line 6B Incident, 
Marshall, Michigan. Originally submitted April 1, 2013. Approved April 25, 2011.” Please 
confirm that the reference should read, “Approved April 25, 2013.”  

!
h) Please confirm that the Conceptual Site Model relied on for much of the information 

relating to the Kalamazoo spill in the Application predates reference (vi) and thus 
reference (vi) would serve to direct Enbridge in its development of estimates for 
submerged oil. 

!

Page �  of �115 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

i) Did Reference (i) indicate that the Kalamazoo spill was from a 30” diameter pipe? If so, 
please provide the reference in (i). If not, how did the smaller size of the Enbridge 
pipeline inform the conclusions reached in the assessment of Line 6B as a case study 
when the proposed project is a 36” diameter pipe? 

!
j) Was any factoring of the implications of a 36” diameter pipe taken into account in the 

assessment in reference (i). If so, please explain, if not, please explain. 

!
k) Please file reference (iii) - (iv) (vi) and (vii) as evidence. 

!
!
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!
17.  Spill Risks !
Reference: i) Volume 7, Risk Assessment and Management of Pipeline and Facility 

Spills, (A3S4V7), Appendix A-1, Threat Assessment Report. !
 ii) Volume 7, Environmental Risk Assessment, Westridge, (A3S4X1) !
 iii) ESA, Volume 5B, Project Overview page 4-2 Alberta and BC including 

insert new corridor, lower mainland, page 2, (A3S1R6) !
 iv) Consequence of Risk Aggregation: A Lesson From the Fukushima 

Disaster, Dr. Praveen Malhotra, Strongmotions, October, 1, 2013, Report !!
Preamble:  !
Reference (i) “documents the results of threat (sic) identification process that was undertaken in 
support of a risk assessment on the Trans Mountain Expansion Project.” The report provides a 
formula for identifying the product failure likelihood, and the consequences of failure: R = FF x 
C where: !

R = Risk 
FF = Failure Frequency 
C = Consequences !

In order to characterize risk, estimates of failure likelihood are required. Reference (i) further 
explains that “The pipeline route is provided in Figure 2, this assessment covers the new pipeline 
segments only (coloured in blue in Figure 2).” !
Reference (i) states that, “The primary objective of a threat assessment is to review the attributes 
for all potential threats to a pipeline system in consideration of the status of the materials, design, 
construction and operational variables that are associated with the pipeline system of interest. 
Through this review, the relevance and severity of each threat can be assessed in the context of 
the operating environment for the pipeline being reviewed.”  

!
Reference (i) states that, “The threat assessment documented in this report was conducted on the 
NPS 30/36 Trans Mountain Expansion pipeline segments, approximately 987 km in length that 
will transport heavy crude oil from Edmonton, Alberta to Westridge, British Columbia.” 
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!
Reference (ii) examines the ecological risk assessment of a spill from the tanker loading 
activities at the Westridge marine terminal. “The primary focus of this PQERA is the evaluation 
of the potential negative environmental effects to marine ecological receptors resulting from 
hypothetical accidental crude oil spills of Cold Lake Winter Blend (CLWB, a representative 
diluted bitumen) during marine vessel loading at the WMT. This included the evaluation of a 
range of hypothetical spill scenarios including a credible worse case (CWC) spill of 160 m3 or a 
smaller spill that could occur at the WMT during product loading and consideration of a range of 
weather and marine conditions that could prevail during the spill event, including season-specific 
behaviour, trajectories, and fate.” 

!
Reference (ii) concluded that, “As a result of federal regulations regarding fish habitat and 
migratory bird habitat, it is considered that any release of crude oil to the marine environment 
would justify an effect magnitude rating of High.” 

!
Reference (ii) defines the Regional Study Area for its assessment, “Selection of the RSA 
boundaries considered the confined nature of this system of inlets and the fact that effects 
associated with spills originating at the Westridge Marine Terminal are not expected to extend 
westward beyond the mouth of English Bay.  The Regional Study Area for the PQERA is shown 
in Figure 4.1.” 

!
Figure 4.1 clearly identifies that the RSA boundary excludes areas of impact from the spill 
assessed in Scenario 1 of reference (ii).  

!
Reference (iii) provides an insert map of the existing and alternative corridor proposed through 
the north part of Surrey, BC and into Burnaby. This illustration of the land and air exposed to 
spill risk reveals a much larger footprint than if the corridor was the same footprint as that related 
to the existing pipeline right of way. 

!
Reference (iv) explains that risk cumulates when facilities are in close proximity. For example, a 
twin pipeline poses more risk to human health and the environment than a single pipeline. 
Substantially more tanks in a storage tank farm, increases the need for mitigation and insurance, 
but if the risk assessment is undertaken as if the aggregate of the facilities are not in close 
proximity, the need for mitigation and insurance can be underestimated.  

!
!
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Request: 
  

(a) For purposes of the Application, did Trans Mountain undertake a threat identification 
process in support of a risk assessment on the existing Trans Mountain pipeline system? 
If yes, please provide the threat identification and related risk assessment along with any 
other relevant reports that provide an analysis corresponding to that undertaken in 
reference (i).  If not undertaken, please explain why not. !

(b) If no in (a) please confirm that a threat identification and risk assessment of the threats to 
the existing pipeline system have never been undertaken. If not confirmed, please provide 
the report(s). !

(c) If confirmed that a Threat Assessment Report similar to reference (i) has not been 
undertaken for the existing Trans Mountain pipeline system, please confirm that the 
threats identified in the Application only represent the proponent’s estimates of threats for 
the marginal expansion to the pipeline system as identified in the Application and not the 
pipeline system as a whole. !

(d) Please confirm that Trans Mountain agrees the public interest concern in this public 
hearing required under section 52 of the NEB Act relates to the threats facing the entire 
Trans Mountain system if the project proceeds including the existing system, not simply 
the threats from the marginal changes to the system as contemplated in the expansion 
application. !

(e) If confirmed in (d) please explain why Trans Mountain would exclude the existing 
pipeline system in the identification of threats and risk assessment in a public interest 
hearing. !

(f) If not confirmed in (d) how does Trans Mountain plan to undertake an assessment of  
cumulative effects if the risk related to the existing pipeline system is not considered in 
the environmental assessment? !

(g) For greater clarity, please clearly define which portions of the pipeline expansion system 
are excluded from the scope of reference (i) as well as a listing of the portions of the 
existing system which are excluded from the scope of reference (i).  In particular please 
clarify that the scope of reference (i) includes only the new pipeline segments and thus 
excludes portions of the original pipeline intended for reactivation, and/or does not 
include the “loop” constructed and operated under CPCN OC-49 issued for the TMX-
Anchor Loop Expansion.  !
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(h) If (d) is confirmed, please indicate whether Trans Mountain would be willing to revisit its 
various risk assessment analyses undertaken and incorporate the threats and risks related 
to the existing Trans Mountain pipeline system, along with the portions of the proposed 
expansion now excluded from the analysis, in order to facilitate an understanding of the 
threats to, and risk of, the entire pipeline system once capacity is expanded on both the 
current and proposed pipelines. !

(i) If not, confirmed in (d) please explain in detail Trans Mountain’s understanding of how it 
can meet the public interest concern regarding “all potential threats to a pipeline system 
in consideration of the status of the materials, design…and operational variables that are 
associated with the pipeline system…” when the existing Trans Mountain system 
materials, design, and operational variables are explicitly excluded from consideration. !

(j) Please confirm that the assessment undertaken in reference (ii) does not include potential 
biophysical impacts outside the RSA. If not confirmed, please explain how the 
assessment included impacts outside the RSA. !

(k) Reference (i) indicates that a, “ Threat Assessment Workshop was conducted on the Trans 
Mountain Expansion Pipeline (TMEP) at the Kinder Morgan office in Calgary, AB.” A 
list of 29 participants from KMC and its associates is presented. If the existing Trans 
Mountain Pipeline is excluded from the Threat Assessment, please provide information as 
to whether any of the participants in the Threats Assessment Workshop: !
i) raised the issue of the impact the exclusion of the threats to the existing pipeline 

would have on the threat assessments process related to the expanded pipeline. If 
so, please provide an explanation of the nature of their comments and concerns; !

ii) suggested the failure likelihood estimation on the existing pipeline system would 
be greater than the failure likelihood estimation on the expansion to the existing 
system (or conversely that the failure frequency would be lower on the expansion 
as compared to the existing pipeline and related facilities), along with the details 
of the comments made. !

(l) Has Trans Mountain considered aggregate risk as defined in reference (iv) in any of its 
risk assessment studies. If not, please explain why not. !

(m) Is Trans Mountain aware of the aggregate risk posed by its project, particularly as it 
pertains to the location of the new pipeline and proximity of new storage tanks to existing 
storage tanks? Please explain fully Trans Mountain’s understanding of aggregate risk and 
how this understanding would affect the risk assessment conducted to date. 
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!
(n) Please confirm Kinder Morgan’s understanding of the role aggregate risk plays in 

determining insurance premiums related to spill liability and identify which Kinder 
Morgan employee is responsible for the answer. !

(o) Please explain fully Kinder Morgan’s view of the combined likelihood and consequence 
of the spill risk posed by the proposed corridor submitted as illustrated in reference (iii) as 
compared with the combined spill risk of a corridor that parallels the existing right of 
way.  !

(p) Please identify where in the Application a discussion of the spill risk related to a twinned 
pipeline right-of-way versus new corridor right-of-way is discussed or addressed. !

(q) Does Trans Mountain believe that the threat of a spill from its existing 60 year old 
pipeline is greater than the threat of a spill from its proposed pipeline. Please provide both 
a qualitative and quantitative response. !

(r) Does Trans Mountain believe that the aggregated spill risk from its existing pipeline and 
its proposed expansion presents a greater risk to human health and the environment than 
the sum of the individual risk evaluation of the two pipelines conducted separately. Please 
include in the answer a discussion regarding the analysis provided in reference (iv). !

(s) Please indicate where in the Application an assessment of the spill risk at the storage tank 
farms has been provided, specifically with respect to the Burnaby Mountain tank farm. !!
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!
18. Spill Costs !
Reference:  i) Volume 7, Risk Assessment and Management of Pipeline and Facility 

Spills, (A3S4V5), page 7-186 – 7-188 !
 (ii) Volume 7, Appendix G, Potential Cleanup and Damage Costs of a 

Hypothetical Oil Spill: Assessment of Trans Mountain Expansion Project, 
(A3S4W8) !

 (iii) Trans Mountain Website, Video, Economic Benefits at 1:45 !
 (iv) Report of the Joint Review Panel for the Northern Gateway: 

Considerations Volume 2, (A3S7C6) page 362-363 !
 (v) Northern Gateway Public Interest Benefit Evaluation Update and Reply 

Evidence, Attachment 2, Page 139, (A2V1R8) !
 (vi) Enbridge, Overview of Marshall Spill, Case	  Study !
 (vii) Enbridge Energy Partners, 10-K-2013, page 181, Investor	  Kit !!
Preamble:  !
In reference (i) Trans Mountain adopts HJ Ruitenbeek evidence and provides a summary of the 
methods, results and conclusions. Reference (i) also refers to $750 million in pollution liability 
Trans Mountain currently holds for potential losses related to the existing Trans Mountain 
system. Trans Mountain claims the spill cleanup costs reflected in the report in Appendix G, 
reference (ii), are regarded as credible upper bound estimates relating to hypothetical pipeline 
spills experienced in Canada. !
Reference (v) states, “The resultant costs on a per barrel basis remain conservative. Large DilBit 
spills have a total cost (inclusive of cleanup and damages) of approximately $14,000/bbl.” 
Ruitinbeek is identified in reference (v) as a party to the evidence. !
Reference (iv) argues that the cost on a per barrel basis provided in reference (v) and closely 
aligned in magnitude with reference (ii) are not conservative but in fact fall below levels that 
would be considered prudent in a Canadian context. Reference (iv) raises the total cost amount to 
$22,000 per barrel including cleanup and damages. 
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!
Whereas reference (ii) claims that the maximum likely cost from a spill event in a High Cost 
Area (HCA) would be $110 million including an upper bound damage cost, reference (iv) 
provides a recalculation of potential costs reaching at least $700 million after consideration of an 
analysis similar to that provided in reference (ii). This is a significant adjustment to estimates 
provided in reference (v). As well, due to the uncertainty involved in costs, and the tendency for 
their increase in recent claims experience, an additional financial assurances are required in 
reference (iv) to provide additional protection of the public interest. !
Reference (ii) states that the approach “provides a basis for extrapolating historical information 
to hypothetical situations.” Reference is made to “various publications, Etkin has provided a 
wealth of costing information relating to oilspill cleanup and damage costs in North America.” !
The analysis and tables provided in reference (ii) do not enable a reconciliation of the claims 
made by Trans Mountain’s expert with the information provided. That is, reference (ii) 
consistently refers to cost data prepared by Etkin but does not enable a mapping of the costs 
provided in Table B.1or B.2 with the Etkin data. 
  
Reference (ii) explicitly states that passive use values are excluded from the cost estimates as a 
category of values associated with ecosystem goods and services. However, it is not clear what 
other categories of ecosystem goods and services may be included in the analysis. !
Reference (ii) also explains that “higher costs in the US (can be attributed) to a number of 
institutional factors” and to a large extent on the requirements stipulated in the Oil Pollution Act 
of 1990. 
  
Reference (iii) claims that tax revenues received due to the Trans Mountain expansion project 
means “BC could add” 5400 nursing hours a year or 345 MRI tests.  !
Reference (iv) indicates a recent example of upper bounds in excess of the Kinder Morgan’s 
expert report and Kinder Morgan’s endorsement of the estimates provided in that report. The 
National Energy Board Joint Review Panel reviewed evidence on Northern Gateway provided by 
Kinder Morgan’s expert HJ Ruitenbeek, and Ruitenbeek’s source for Ecological goods and 
services—Anielski M., (2012). The JRP decided cost and volume figures provided in evidence in 
part prepared by Ruitenbeek were much too low and increased the estimated cost of a spill event 
to $22,000 per barrels compared to Ruitenbeek et. al.’s figure of $14,000 per barrel. !
Reference (v) provides a table very similar to the material provided in reference (ii) Table B.1 
and B.2. However there appear to be figures attributable to 2012 in reference (v) that are the 
same as figures for 2013 for reference (ii).  
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!
Request:   

!
a) In light of the findings of reference (iv), which were publicly released three days after 

Trans Mountain filed its Application with the NEB, and given that this public information 
provides estimates in excess of reference (ii) please comment as to whether Trans 
Mountain plans to reconsider and revise its evidence filed in Appendix G.  

!
b) Please provide a detailed explanation of the requirements of the US Oil Pollution Act 

1990 and how those requirements differ from the regulatory and legislative requirements 
in Canada that would account for the huge difference in cleanup and damage costs for an 
hypothetical “same” spill but for its occurrence on the US versus the Canadian side of the 
border. Please differentiate between the impact on cleanup and damage costs in the 
explanation. 

!
c) Please provide all tables, data, schedules, assumptions, calculations and discussion 

material relied upon by Ruitenbeek to enable a reconciliation of Annex B, Tables B.1 and 
B.2 to Etkin’s studies referenced by Ruitenbeek, including but not limited to reference 
figures drawn from Etkin, by source along with copies of those source documents (links 
are acceptable) and how those reference figures were then increased, augmented, or 
enhanced, to be utilized in Table B.1 and B.2. For example, Table B.2 claims that North 
American Average Cleanup Costs per barrel Canadian dollars were $3,686 in 2013. The 
request in (b) should result in sufficient information to track this (and any other figures 
provided by Ruitenbeek) back to Etkin’s report(s).  

!
d) Reference (ii) states that Annex B of reference (ii) “summarizes the resultant ranges from 

combining assumptions, and the algorithm provides a transparent means for estimating 
costs.” Please explain in sufficient detail which assumptions were “combined” and what 
the algorithm is. There is insufficient material provided in reference (ii) to confirm the 
claim that the cost conclusions are transparent. In particular, it is not clear whether 
Ruitenbeek has relied on Etkin’s data, or other sources to arrive at the cost figures. If 
additional sources are relied upon these should be provided in a format enabling a 
reconciliation throughout the analysis in order to determine if the assumptions, algorithm, 
and resulting costs are reasonable and reliable.  

!
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For example, a clear explanation of how the figure for North American Average Cleanup 
Costs of $3,686 is necessary. If this explanation is not forthcoming in the answer to (c) 
above because average cleanup and damage costs are not derived solely from Etkin, 
please ensure that all the sources of information and manipulations to that information are 
provided with all relevant spreadsheets, data, assumptions and modifications, as well as 
any exclusions from the data.  

!
e) Please confirm that Tables B.1 and B.2 in reference (ii) were prepared by Ruitinbeek as 

they are included in his evidence as his material without reference to any other sources 
aside from Etkin (2004). 

!
f) Please confirm that Table B.3 – Typical Cleanup Costs in reference (v) were prepared by 

Ruitenbeek since they are very similar in format and absolute numbers but have been 
included as Wright Mansell Reply Evidence with Ruitenbeek identified as a co-author 
only at the beginning of reference (v). 

!
g) If Ruitenbeek did not author the tables in (d) and/or (e) above, please identify the author 

of the tables and confirm whether that author will be available to question data in the 
tables in reference (ii) as an expert witness to the Trans Mountain hearings. 

!
h) Please explain why the figures in Reference (ii) Table B.1 and B.2 and (v) Table B.3 for 

2012 and 2013 are the same? For example, North American Average Cleanup Costs in 
reference (v) for 2012 are $3,686 Canadian and in reference (ii) Cleanup costs are $3,686 
Canadian in 2013. However, reference (ii) claims that appropriate inflation factors were 
applied to the analysis. (See also footnote on B.2 reference (ii)). 

!
i) Please confirm that cost data provided by Etkin and relied upon by Ruitnebeek to develop 

Tables B.1 and B.2 in reference (ii) does not include cost statistics beyond 1999, and 
hence does not include spill statistics beyond 1999. If not confirmed, please indicate the 
time horizon relied upon for the cost data including the source reference material where 
this time horizon is confirmed. Since cost data would be expected to result in claims 
incurred during prior years (since it takes time to settle claims and determine the cost of a 
spill event), please confirm that the spill statistics relied upon for the costing data pre-
dates the costing data time horizon.  

!

Page �  of �125 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

j) If Trans Mountain causes a spill that results in health costs, the medical services plan 
provides public insurance protection. Costs related to such services are not currently 
subrogated by the medical service plan (the right of the BC health insurance plan, for 
example, to pursue Kinder Morgan because failure of its pipeline system, tank farm or 
marine terminal operations cause health claims borne by taxpayers). Should a major spill 
occur in a highly densely populated region, such as Burnaby, and respiratory or other 
health related claims arise, the public health insurance system, not the private insurance 
held by Trans Mountain covers the costs. Please provide an estimate of health related 
costs of the various spill scenarios assumed in reference (ii), which by virtue of the 
Canadian health care system (as distinct from the US private insurance system) would be 
excluded from the cost estimates, but never-the-less would be a cost borne by Canadian 
taxpayers. 

!
k) Please provide the detailed cost per nursing hour estimate used to derive the Trans 

Mountain claim in reference (iii) that BC could add 5400 nursing hours or alternatively 
345 additional MRI tests because the Trans Mountain Pipeline expansion is approved. 
Please aggregate these costs to illustrate how they relate to, or correspond to, the fiscal 
revenues identified in reference (iii) as being a result of the expansion of Trans Mountain. !

l) Please confirm that the passive use estimates excluded from reference (ii) can generally 
be thought of as the value someone places on the knowledge that something exists, even 
if they will never use it or see it. For example, a person might be willing to pay to protect 
the current environmental quality of the Salish Sea, or pay to restrict the volume of oil 
tankers transiting English Bay, simply because that person may value the fact that it is 
able to continue to exist in its current condition, regardless of whether or not they ever 
plan to physically visit the location or see the harbour. If not confirmed, please provide a 
definition of passive use. !

m) Please confirm that passive use value as confirmed in (l) above or by definition in answer 
to (l) is representative of a public interest value since many Canadians may never see or 
use the terrestrial and marine environment required by the Trans Mountain Expansion 
Project, but concern over harm to it, whether or not there is a spill event, is not only real, 
but valid. !

n) Please confirm that Etkin excluded the Exxon Valdez in Alaska and the Hebei Spirit 2007 
oil spill in South Korea from her analysis and by extension, Appendix G, excludes any 
and all spill costs related to Exxon Valdez and Hebei Spirit. If not any and all, please 
explain what portion of the spill related costs from these spills are excluded from the 
determination of spill cost valuations relied upon in Appendix G reference (ii). 
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!
o) Please confirm that Enbridge’s Marshall Michigan spill of July 2010, and Enbridge’s 

Romeoville spill in September the same year are excluded from the statistics relied upon 
for estimation of spill costs. !

p) Please confirm that the Lake Wabamun spill and the TMPL Burrard Inlet spill in 2007 are 
also excluded from the statistics relied upon to develop the cost estimates in reference 
(ii). !

q) Please provide Kinder Morgan’s estimate of the per barrel spill cost for the spills events 
identified in (n), (o), and (p) above, including a disaggregation between cleanup and 
damage if available. Also please identify where costs related to cleanup and/or damage 
may not be available because of confidentiality agreements among parties, or limits of 
liability coverage. !

r) Please explain TMLP’s view on standards of practice of spill cleanup and damage 
estimation over the past three decades. Does TMPL believe that the public interest 
concerns over terrestrial (including fresh water) and marine terminal pollution events has 
created a standard of performance that is more expensive (in real terms) than perhaps the 
data base relied on by Etkin would reflect? !

s) Please confirm that the EPA does not now, nor has it ever, relied on the Etkin model to 
predict spill costs, notwithstanding the model was prepared for the EPA. If not confirmed 
please provide evidence of when and how the model has been used other than the claim 
provided in Etkin’s papers.  !

t) Please confirm a model is only as valuable as its predictive capability and ability to 
accurately inform decision makers. If not confirmed please explain Kinder Morgan’s 
view of the value of modelling. !

u) Please comment on the fact that the model provided in Table B.2 reference (ii) would 
predict the total cost of the Marshall Michigan spill (20,000 barrels x $8,830) = $177 
million whereas Enbridge originally estimated the aggregate gross cost of $430 million 
and recently reported in reference (vii) that the spill related costs have reached $1,122 
million. Include in the discussion whether the inability of the analysis to project costs 
even remotely close to a non-hypothetical event affects Trans Mountain’s decision to 
adopt the evidence. Since Ruitenbeek has provided expert evidence for both Kinder 
Morgan and Enbridge on the question of spill cost estimation and exposure to financial 
risk, it should be possible to address this question in a fulsome and informed manner. !
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v) Reference (ii) states that, “a smaller 2007 spill of about 1,500 bbl into Burrard Inlet 
experienced cleanup costs estimated to be $11,000/bbl.” Please confirm that this is a spill 
Trans Mountain was deemed to be responsible for and that the costs have not included 
damage claims as they are largely subject to confidentiality agreements in place with 
claimants. Please also confirm that those costs do not include health care costs such as 
those related to potential human harm caused by diluent when air borne. !

w) Please confirm that the weather conditions, height of tide, and other factors that 
contribute to damage and cleanup costs, were relatively positive when the Burrard spill 
occurred leading to relatively lower cleanup costs than what might have occurred in 
adverse weather and tide conditions. !

x) Please provide an estimate of cleanup costs, including the line items as indicated in Table 
B.2, which would be predicted by Table B.2 in reference (ii) for the Burrard spill of 1,500 
barrels. The data provided in B.2. does not enable this analysis. A rough estimation based 
on the data provided in B.2 would place the cost at 1,500 x 6,358 = $9.5 million, 
however, adjustments may be required for relative remoteness or other factors. !

y) Please confirm the cleanup costs incurred for the Burrard spill are $16.5 million. If not, 
please provide the cost estimate and identify if there are any costs (including amounts) 
related to cleanup, not included in that figure, that were borne by municipalities, the 
province of BC, the federal government, or port authority, or any other party that 
responded to the spill event. !

z) Did Trans Mountain confirm the reliability of Etkin’s model before adopting 
Ruitenbeek’s evidence? If yes, please explain fully. !!
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!
19. Scope of Environmental Assessment !
Reference:  i) Trans Mountain ULC, Trans Mountain Expansion Project, Volume 1, 

Summary, (A3S0Q7).  !
 (ii) National Energy Board, Terasen Pipelines (Trans Mountain Inc.) 

Application for Pump Station Expansion Program, Application !
(iii) National Energy Board, Terasen Pipelines (Trans Mountain) Inc. (Name 
changed to Trans Mountain Pipeline Inc.), Application for the TMX - Anchor 
Loop Project (OH-1-2006), Application !
iv) Terasen Pipelines (Trans Mountain Inc.) (Name changed to Trans 
Mountain Pipelines Inc.) Application for the Transfer of Certificate OC-2 
and OC-9, NEB, Application !

Preamble:  

!
Reference (i) page 1-6, explains that, “The Project requires an environmental assessment under 
the NEB Act.” Reference (i), page 1-12 also explains that the, “Application is being made 
pursuant to Section 52 of the National Energy Board Act (NEB Act) for the proposed Project. 
The NEB will undertake a detailed review and hold a Public Hearing to determine if it is in the 
public interest to recommend a Certificate of Public Convenience and Necessity (CPCN) for 
construction and operation of the Project.”  

However, reference (i) does not clearly explain what the “Project” is. Reference (i), pages 1-1 – 
1-5, do state that, “The existing TMPL system is an approximately 1,147-km pipeline system 
between Edmonton, Alberta and Burnaby, British Columbia (BC) which transports a range of 
crude petroleum and refined products to multiple locations in BC.  

!
In addition to pipeline facilities, the existing TMPL system includes 23 active pump stations 
along the pipeline route and four terminals at Edmonton, Sumas, Burnaby and Westridge. The 
number of tanks and capacity of each of these terminals is as follows:  

!
Edmonton: 35 tanks, capacity of 1,274,310 m3 (8,015,000 bbl)  

Sumas: 6 tanks, capacity of 113,680 m3 (715,000 bbl)  

Burnaby: 13 tanks, capacity of 267,900 m3 (1,685,000 bbl)  
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Westridge: 3 tanks, capacity of 62,800 m3 (395,000 bbl)  

!
Since its completion in 1953, various modifications have been made to the TMPL system to add 
throughput capacity and facilities in order to respond to growing demand and changing shipper 
needs. As a result, between 1957 and 2013, the capacity of the TMPL system gradually increased 
from 150,000 bbl/d to 300,000 bbl/d.” 

!
Reference (i) also states that, “The Project will increase the capacity of the TMPL system to 
141,500 m3/d (890,000 bbl/d)”, and “The existing TMPL facilities, combined with the facilities 
proposed in this application, will result in two parallel pipelines:  

!
Line 1, consisting only of existing pipeline segments, will have a sustainable capacity of 
55,640 m3/d (350,000 bbl/d)  

Line 2, consisting of the three new pipeline segments and two reactivated existing 
segments, will have a sustainable capacity of 85,850 m3/d (540,000 bbl/d).”  

!
An environmental assessment has not been conducted on the existing Trans Mountain Pipeline 
system as none was required when the Pipeline was originally approved, and subsequent 
expansions have not triggered a full environmental assessment review under the National Energy 
Board Act or the Canadian Environmental Assessment Act for the complete system. !
Reference (ii) includes all documents on the record for the NEB review conducted in 2005 when 
Trans Mountain applied for increased pumping power to expand system throughput capacity. A 
Section 58 application does not require a full environmental assessment and none was conducted 
on the Pipeline system.  !
Reference (iii) includes all documents on the record for the NEB review conducted in 2006 when 
Trans Mountain applied to the National Energy Board for approval of a looping through Federal 
and Provincial parks resulting in an increase in throughput capacity of the system. The 
environmental portion of the review was limited to an environmental screening of the looped 
portion of the pipeline. Traditional land and resource use evaluation were also restricted to the 
looped portion of the pipeline. !
Reference (iv) is the NEB application filed February 21, 2007 for approval to transfer CPCN 
OC-2 for Trans Mountain from Terasen Inc. (Terasen) to Trans Mountain Pipeline L.P.  !!

Page �  of �130 152



Robyn Allan Information Request No. 1!
To Trans Mountain Pipeline ULC!

Trans Mountain Expansion Project  !
File OF-Fac-Oil-T260-2013-03-02!

Hearing Order OH-001-2014 !

Request: 

!
a) Please provide a full and clear definition of the term “Project”.  

!
b) Please explicitly state whether the definition provided in (a) above means that the project 

applies to a system with a capacity of 890,000 barrels per day or a system with the 
capacity of 590,000 barrels a day. 

!
c) Please explicitly state whether the definition provided in (a) above means that the project 

applies to a marine facility that supports tanker traffic of approximately 408 tankers a 
year, or the marginal tanker traffic anticipated by virtue of the expanded capacity which is 
approximately 350 tankers a year.  

!
d) Please provide a map that clearly identifies Line 1 and the proposed Line 2 as defined in 

reference (i) and illustrate which portions are currently in operation as what is commonly 
known as the Trans Mountain pipeline system. Also include on the map locations of pump 
stations, storage tanks, connecting pipes including the pipeline going to the US border, 
which clearly identifies the existing and proposed to enable a clear understanding of the 
scope of the environmental review undertaken by Trans Mountain, and the scope that has 
been excluded by virtue of Trans Mountain considering it an existing facility(ies) 

!
e) Please clearly identify which portions identified in the map provided in (d) represent the 

“Project”. 

!
f) Please explain based on the definition of “Project” whether or not Trans Mountain has 

interpreted the scope of the Environmental Assessment required by the Acts to be limited 
to Trans Mountain’s definition of “Project” as described in (a) and illustrated in (d).  

!
g) If Trans Mountain has not included the existing Trans Mountain system as part of its 

scope of review for the environmental assessment please explain why it has excluded the 
environmental impact of the existing system from the review particularly when Trans 
Mountain is requesting approval to expand capacity on the existing pipeline from 300,000 
barrels a day to 350,000 barrels a day and permission to reactivate existing portions of 
pipeline.  

!
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h) Please confirm that the determination of the public interest relates to a full and proper 
assessment of the environmental risk related to the entire Trans Mountain Pipeline system 
including the existing and the proposed expansion to that system. 

!
i) If not confirmed, please define Trans Mountain’s understanding of the scope of the public 

interest concern respecting environmental assessment as required by legislation. 

!
j) Please confirm that Trans Mountain believes the scope of the environmental assessment 

for its pipeline system should reflect as accurately as possible the public interest concern 
related to the impact of the entire system once completed, and not simply the impact from 
marginal additions to the system. If not confirmed, why not? 

!
k) If the “Project” definition applies only to the marginal expansion please explain how the 

public interest can be served if the scope of the current review is limited only to the 
impact of the marginal expansion and not the complete system. 

!
l) Please confirm that there has never been an environmental assessment and public interest 

review of the: 

i) current Trans Mountain Pipeline System including the Westridge marine 
terminal and storage tanks; 

ii) current Trans Mountain pipeline; or 

iii) current volume of tanker traffic required to service the Westridge marine 
terminal. 

!
m) If not confirmed in (l), please provide dates and nature of such review and copies of the 

related environmental assessments.  

!
n) Please confirm the number of CPCN’s that Trans Mountain Pipeline ULC currently holds. 

!
o) Please provide a history of the CPCN’s including OC number and related Amending 

Order numbers, the dates of issue and amendments, reason for the amendments. 

!
p) Please provide copies of the original CPCN’s and amended CPCN’s now held by Trans 

Mountain ULC. 
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!
q) Please fully explain whether the CNCP being sought by the current Application will 

replace the existing certificate(s) held by Trans Mountain and thus provide approval to 
construct and operate two pipelines, or whether the CNCP being sought will be in addition 
to the existing certificates, only apply to the expansion of the system and provide approval 
to construct and operate one new pipeline. 

!
r) Please identify which CPCN enables the operation of the Westridge marine facilities. 

!
s) Please explain how the new CPCN being sought will relate to the new Westridge marine 

facilities since the proposal contemplates the dismantling of the existing tanker berth to be 
replace with three new births. That is, would Trans Mountain believe it has the right to 
build a fourth bay if it dismantles the existing bay once three new ones are built? 

!
t) Please provide a history of the corporate entities that have held the original CPCN’s for 

Trans Mountain Pipeline ending with Trans Mountain ULC. 

!
u) Please confirm that the approval to transfer CPCN’s in 2007 as documented in reference 

(iv) identified Trans Mountain Pipeline Inc. as the general partner, but that Trans 
Mountain Pipeline ULC is now the general partner of Trans Mountain Pipeline LP and 
holds the CPCNs. !

!!!
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!
20. Southern Resident Killer Whales  

!
Reference:  i) Volume 1, Summary, page 1-7, (A3S0Q7) 

!
!
Preamble:  

!
Reference (i) states, “The ESA for the marine transportation component of the Project concludes 
that the Project will not have a significant adverse effect on any biophysical or socio-economic 
element except the potential effect of sensory disturbance on southern resident killer whales that 
use the shipping lanes and the additional effect on traditional marine resource use (TMRU) by 
Aboriginal communities.  !
Reference (i) also states that, “Port Metro Vancouver (PMV) is developing a collaborative multi-
stakeholder program to look at the current levels of underwater noise in the Strait of Georgia and 
surrounding waters and to consider options for reducing potential cumulative environmental 
effects of noise from marine vessel traffic on marine mammals.”  

!
Request:   

!
a) Please confirm that southern resident killer whales have been in existence for about 11 

million years. If not confirmed, please provide Trans Mountain’s understanding of how 
long southern resident killer whales have been in existence. 

!
b) Please confirm Trans Mountain’s understanding of how long mechanized ships have been 

in existence. 

!
c) Please confirm that shipping lanes did not exist before ships relied on them. If not, please 

confirm Trans Mountain’s understanding of the development of shipping lanes through 
BC coastal waters and how long those shipping lanes have been in existence. 

!
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d) Please confirm that it is not possible for resident killer whales to “use the shipping lanes” 
required by oil tankers planed for the Project, but it is crude oil tankers that use the 
migratory paths of killer whales. 

!
e) More information on the collaborative multi-stakeholder program in reference (i) is 

needed. Please explain the intent and deliverables of the initiative and provide reports, 
position papers, studies, or other evidence of the program being developed by PMV “to 
look at current underwater noise in the Straight of Georgia and surrounding waters”.  

!
f) Please expand on the ongoing discussions TMPL is having with PMV, and provide copies 

of any and all correspondence TMPL has had in regard to this initiative with the Port or 
other parties to the initiative.  

!
g) Has Trans Mountain undertaken any study to estimate value or costs related to the sensory 

disturbance of resident southern killer whales as a result of the tanker traffic triggered by 
the expansion? If yes please provide the study. 

!
h) Please confirm that Trans Mountain agrees the sensory impact on southern resident killer 

whales is a significant adverse effect. 

!
i) Please confirm that Orca is another name for the southern resident killer whale in 

reference (i). If not, please explain. 

!
j) Under what level of proof of damage to the sensory perception of southern resident killer 

whales would Trans Mountain withdraw its request to expand the Westridge marine 
facilities? 

!
k) Please provide Trans Mountain’s understanding of where on the list of compromised 

species—the Endangered Species List—the southern resident killer whale sits as well as 
the legal obligations pertaining to this classification. 

!
l) Has Trans Mountain raised the issue of the status of southern resident killer whales with 

representatives from the federal government in an effort to obtain a less serious 
classification? If yes, please provide dates, the names of the officials Trans Mountain met 
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with, and whether any conclusions were reached regarding a change in the status of 
southern resident killer whales.  

!
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!
21.  Marine Spill Risk and Response Preparedness !!
Reference: i) Volume 1, Summary, page 1-81, (A3S0Q7) !

ii) A Review of Canada’s Ship Source Oil Spill Preparedness and Response 
Regime, Transport Canada, Report !
iii) Review of the Joint Review Panel for the Enbridge Northern Gateway 
Project, Volume 2, pages 113 – 114, Report 

!
iv) West Coast Spill Response Study, Province of BC, Three	  Volumes !
v) Application, Volume 8A, Marine Transportation Effects Assessment and 
Spill Scenarios, Appendix 8, page 6, (A3S4Z1) !
vi) Kinder Morgan Investor Conference, January 24, 2011, Presentation Ian 
Anderson, Slide page 9,  Presentation	  Slides !!

Preamble:  !
Reference (i) states that, “On March 18, 2013 the Government of Canada announced a number of 
measures toward the creation of a world-class tanker safety system. The implementation of eight 
tanker safety measures was announced along with the introduction of the Safeguarding Canada's 
Seas and Skies Act, and the creation of a Tanker Safety Expert Panel (the Panel) to review 
Canada's current tanker safety system and propose further measures to strengthen and bring 
Canada's tanker safety system to a world-class status. 

!
On December 3, 2013 the federal Minister of Transport, the Honourable Lisa Raitt, released the 
report by the Panel, providing recommendations resulting from its review of the current state of 
Canada’s ship-source oil spill preparedness and response regime south of the 60th parallel.  

!
Trans Mountain has reviewed the Panel’s recommendations and notes that those related to 
preparedness and response are consistent with the process Trans Mountain followed to conduct 
its marine risk assessment and to develop the subsequent assessment of response requirements. 
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Trans Mountain concurs with the Panel’s finding that emergency response and preparedness 
measures need to be tailored to the geographic setting and in response to the unique risks in each 
region in Canada, particularly in the Salish Sea. Overall, Trans Mountain is supportive of the 
Panel recommendations and looks forward to working with the Federal Government on their 
implementation.” !
Reference (i) also states that, “On October 10, 2013, BC released a comprehensive study 
assessing current marine-spill preparedness and response capabilities on the West Coast. The 
report points to where resources and efforts need to be dedicated in order to improve response, 
readiness and recovery on the West Coast. In the report the current response standard is 
considered inadequate. Trans Mountain has considered this report in the context of tankers in the 
Salish Sea.” !
Reference (ii) states that, “Canadian taxpayers should not bear any liability for spills in Canadian 
waters.”  

!
Reference (ii), page 30, states that the maximum compensation available for a persistent oil spill 
is $1.3 billion, and the maximum available for a bunker oil spill is $261 million.  

!
Reference (ii) explains that “In May 2013, Transport Canada commissioned a Canada-wide risk 
assessment to examine the probability and the potential impacts of ship-source spills. The risk 
assessment was conducted by GENIVAR, a leading professional services firm, which 
subcontracted SL Ross, a consulting firm specializing in the behaviour of oil and chemical spills, 
for portions of the work.” 
!
Reference (iii) states that, “Marine shipping navigation, safety, and spill prevention are not under 
the jurisdiction of the National Energy Board. Marine shipping legislation and associated 
regulations, standards, programs, and policies fall primarily under the jurisdiction of Transport 
Canada. Other departments, such as Canadian Coast Guard, also have a role. International 
organizations, such as the International Maritime Organization, play a role in the development of 
marine shipping safety regulations and standards. Any refinements or additions to Canada’s 
marine shipping regulatory regime would be under the jurisdiction of these authorities as they 
have the appropriate mandate, regulatory authority, and expertise.”  

!
Reference (iii) also states that, “This regime (compensation for marine shipping spills) is not 
regulated by either the National Energy Board or Canadian Environmental Assessment Agency 
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and, therefore, the Panel does not express a view as to the sufficiency of the current amount 
available. The Panel notes that any changes to the marine spill compensation framework would 
be handled by the regulatory bodies that are responsible for the current regimes.” 

!
Reference (v) states that, “Typically, five tankers per month are loaded with crude oil. Tanker 
traffic consists of a mix of Panamax and partially-laden Aframax vessels. The expanded system 
would be capable of serving up to 34 partially-laden Aframax vessels per month. The maximum 
size of vessels served at the terminal is not forecast to change as part of the project. Similarly, the 
primary cargo for future traffic will likely continue to be heavy crude oil, primarily diluted 
bitumen. We forecast that of the 890,000 bbl/d capacity of the expanded system, up to 630,000 
bbl/d may be delivered to the Westridge Marine Terminal.” 

!
Reference (vi) provides a powerpoint slide that references accommodating Suezmax post 
dredging and that the Port of Vancouver is supportive of the strategy. Audio recording supporting 
the presentation is no longer publicly accessible. 

!
Request: 

!
a) Is Trans Mountain aware that the Tanker Safety Expert Panel review did not consider the 

fate and behaviour of a diluted bitumen spill in the marine environment, nor did it 
consider a diluted bitumen spill as a possible event? Please comment on how effective the 
Tanker Panel’s work is when the effects of a diluted bitumen spill have not been 
considered in their assessment. 

!
b) Did Trans Mountain review and consider in depth the GENIVAR report referenced in 

reference (ii)? 

!
c) If yes, please explain how the GENIVAR and Tanker Safety Expert Panel Report 

informed Trans Mountain’s Application. 

!
d) Please confirm the total volume of diluted bitumen that could be transported to the 

Westridge marine terminal for export by oil tanker in barrels per day after the expansion 
is complete to be 630,000 bbl/d. 

!
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e) Please comment on how the Tanker Safety Expert Panel’s work could lead to the creation 
of a system that will provide an effective response regime for diluted bitumen. 

!
f) Does Trans Mountain consider diluted bitumen transported by tanker to present a unique 

risk to the marine environment? If not, why not. 

!
g) Does Trans Mountain consider bunker fuel to present a unique risk to the marine 

environment? If not, why not. 

!
h) Does Trans Mountain agree that Canadian taxpayers should not bear any liability for 

spills in Canadian waters? 

!
i) Please confirm Trans Mountain’s understanding of the NEB’s jurisdiction over marine 

shipping, safety and spill prevention. 

!
j) Does Trans Mountain consider the current level of financial resources available for 

compensation related to a persistent oil spill to be sufficient? Please explain. 

!
k) If Trans Mountain does not believe the financial resources are sufficient what 

representations has Trans Mountain made to the relevant authorities to have the level of 
resources increased. Please provide any and all representations made, including written 
correspondence. 

!
l) Does Trans Mountain consider the current level of financial resources available for a 

bunker spill to be sufficient? Please explain. 

!
m) Please confirm that tankers calling at the Westridge marine terminal rely on bunker fuel 

to run their engines when outside Canadian marine borders. If not, please explain what 
grade of fuel oil tankers rely on. 

!
n) Please confirm that the reference to the October 10, 2013 report released by the Province 

of BC is also the West Coast Spill Response Study in reference (iv). 

!
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o) Please confirm that Trans Mountain is interested in meeting the Province of BC’s five 
conditions. 

!
p) Please confirm that a “world class marine preparedness and response regime” is one of 

the five conditions. 

!
q) Please confirm that the West Coast Oil Spill Response Study Volume 3 is “An analysis to 

identify international best practices and elements required for establishing a world class 
marine spill preparedness and response regime, which is one of B.C.'s five conditions for 
considering heavy oil transport.” 

!
r) As Trans Mountain has considered the West Coast Spill Response Study for its 

Application, please provide the complete report (3 volumes in total) as evidence. 

!
s) How did the study impact Trans Mountain’s risk assessment? 

!
t) Does Trans Mountain agree with the West Coast Spill Response Study’s findings that the 

current marine spill preparedness and response regime is inadequate and far from world 
class? 

!
u) Please provide a complete listing with explanation as to what Trans Mountain believes 

needs to be introduced, which parties should be responsible and who should pay to 
achieve a “world class” marine spill preparedness and response regime with appropriate 
access to financial resources. Include in this listing how these recommendations relate to 
the recommendations in reference (iv) including any features that reference (iv) 
recommends, but Trans Mountain disagrees with. 

!
v) Although Trans Mountain states that, “The maximum size of vessels served at the 

terminal is not forecast to change as part of the project” an earlier proposal included a 
clear intent to dredge Burrard Inlet and enable the loading and offloading of Suezmax 
tankers, as is illustrated in reference (vi). Would Trans Mountain agree to a potential 
condition attached to the CPCN for the project that commits Trans Mountain to never 
recommending or pursuing a strategy whereby larger tankers than Aframax (at 90% load) 
would be allowed to call at the Westridge and commit that it will never pursue a strategy 
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whereby dredging of Burrard Inlet for purposes of enabling Suezmax, or fully loaded 
Aframax to be supported at the marine facilities. 

!
w) Reference (v) states that Panamax and partially laden Aframax are intended for the 

Westridge Marine facility. Would Trans Mountain agree to a potential condition for the 
certificate be that dredging of the Burrard Inlet never be contemplated for purposes of 
enabling Aframax tankers to be fully laden. If not, please explain why. 

!
x) Please explain how many Panamax tankers would be estimated to call at Westridge if 

only Panamax tankers were to be loaded in a given year.  

!
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!
22.  Throughput Capacity !
Reference:  i) Application, Volume 1, Summary, page 1-11. A3S0Q7 !
  ii) Kinder Morgan (KMR) Annual Financials, 2013, page 26, Report !
  iii) Canadian Pipeline transportation System, Energy Market Assessment, 

National Energy Board, April 2014, page 17, Table A-14 Report !!
Preamble: !
Reference (i) states that, “The TMPL system has an operating capacity of approximately 47,690 
m3/d (300,000 bbl/d) using 23 active pump stations and 40 petroleum storage tanks. The 
expansion will increase the capacity of the TMPL system to 141,500 m3/d (890,000 bbl/d).” !
Reference (ii) states that, “Our Trans Mountain pipeline system originates at Edmonton, Alberta 
and transports crude oil and refined petroleum products to destinations in the interior and on the 
west coast of British Columbia…The capacity of the line at Edmonton ranges from 300 MBbl/d 
when heavy crude oil represents 20% of the total throughput (which is a historically normal 
heavy crude oil percentage), to 400 MBbl/d with no heavy crude oil.” Reference (ii) also states 
that, “In 2013, the Trans Mountain pipeline system delivered an average of 264 MBbl/d.” !
Reference (iii) provides a graph of Trans Mountain Pipeline Throughput versus Capacity that 
illustrates that since 2009, and when when 0% heavy oil is shipped on Trans Mountain’s existing 
system capacity is 400,000 bbl/d. !
Request: !

a) Please address the apparent contradiction between the understanding Trans Mountain’s 
parent has of Trans Mountain’s existing throughput capacity as reflected in KMR’s filing 
with the Security and Exchange Commission, the National Energy Board’s understanding 
of Trans Mountain’s throughput capacity, and the throughput capacity presented in the 
Application. !

b) Please confirm that according to reference (ii) there was unused capacity on Trans 
Mountain in 2013 of an average of 135,000 bbl/d if only light oil were transported on the 
system, and unused capacity of 35,000 bbl/d when 20 percent heavy oil is transported. If 
not confirmed, please explain fully. 
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23.  Market Demand !
Reference:  i) Trans Mountain Pipeline ULC - Application for Firm Service to the 

Westridge Marine Terminal (A27445), Purvin	  and	  Gertz	  Report, Prepared 
by Steven J. Kelly, November 2010. !

 ii) Volume 2 – Project Overview, Economics and General Information 
Appendix A and  Appendix A-1 Direct Written Evidence of Steven J. Kelly, 
IHS Global Canada Limited, Table 2, (A3S0R1) !

Preamble: !
Reference (i) page 3, Trans Mountain Historical Deliveries, presents data on crude oil and 
refined product deliveries from 2002 - 2010. !
Reference (i) page 10, BC Refined Products Balances, presents data on demand and supply for 
refined products in BC. !
Request: !

a) Please provide a table similar to the table in reference (i) page 3, that illustrates the same 
information for bbl/d from 2002 - 2013 and forecast for 2014 - 2037 including an update 
of actual figures for 2010. Please revise the figure to include the volumes shipped across 
Westridge dock to US Oil in Tacoma Washington as a separate line item, and explain 
whether these transports are by barge or tanker.  !

b) For the updated table requested in (a) above, please disaggregate the Westridge crude by 
market including Washington State, California, Gulf Coast and Asia (with a breakdown in 
Asian exports to country of destination.) !

c) Please provide a table similar to the table on page 10 for bbl/d with updated actual 
information and explain clearly what is meant by “Trans Mountain transfers” and “Other 
transfers.” Please explain where refined products are imported into BC if not through 
Trans Mountain’s pipeline system, with an identification of any refined product imports 
by tanker or barge that is offloaded at the Westridge facility. !

d) Please explain the current status of the bio-fuels impact and how it affects the actual and 
forecast experience. !
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e) Please confirm that 80 percent of the capacity of the pipeline system once expanded,
(707,000 bbl/d) are allocated to long term shippers with 15 and 20 year contracts.  !

f) Please confirm that in reference (ii), Table 2, Mr. Kelly assumes all committed shipments 
are heavy crude oil.  !

g) Please confirm that reference (i) assumes that any refined product transport to the  British 
Columbia market will be at the spot shipper rate and confirm that this assumption still 
holds for refined product post Trans Mountain’s expansion. If not confirmed, please 
explain. !

h) Please provide a detailed table showing the toll rate currently charged for refined 
petroleum products by destination as compared to the proposed toll rates under the 
expansion scenario. !

i) Please provide Trans Mountain’s estimate of the number of litres of gasoline in a barrel of 
gasoline. !

j) Please confirm that the increased cost of transport for refined products produced in 
Edmonton is borne by the refinery, the retailer, or the consumer at the pumps. !

k) Please indicate where in the Part III Public Interest Application, reference (ii), that the 
higher post expansion Trans Mountain transport costs for refined petroleum products has 
been identified and included as a cost netted off the gross economic benefits.  !

l) Does Trans Mountain believe that the cost of gasoline at the pumps, and the cost of other 
petroleum product prices facing end users may be a public interest issue? If not, please 
explain. !

m) Recognizing that each barrel of crude oil, and each refinery will impact the amount of 
gasoline possible per barrel of heavy crude, please provide Trans Mountain’s 
understanding of the cost economics involved when a barrel of crude oil is upgraded/
refined into gasoline. That is, if a barrel of heavy crude is $80 delivered to a refinery in 
Edmonton, and that same barrel increases in price by $5 because of clearing market 
dynamics, everything else constant including the transport cost facing the refinery to 
deliver its gasoline to market, please clearly explain Trans Mountain’s understanding of 
how that price could flow through to gasoline prices, should market dynamics enable the 
refiner to flow through the price increase to end users.  !!
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!
24.  Storage Tanks — Westridge Marine Terminal !
Reference:  i)  RH-2-2011, Application for Firm Service to Westridge Marine, page 5. 

Reasons For Decison 

!
  ii) Application, Volume 1-Summary, page 1-2 and 1-3. (A3S0Q7) 

!
Preamble: 

!
Reference (i) explains that, “Trans Mountain stated that the volumes shipped off the Westridge 
dock and the number of tankers required to move those volumes are affected by several factors, 
including market demand and customers’ requirements for specific lot sizes. In addition to the 
limitations caused by the need to ship in lots, a physical limitation exists due to the amount of 
tank storage available at the Dock. Based on existing physical limitations, Trans Mountain 
advised that the Westridge dock could currently ship upwards of 23 900 to 31 800 m3/day 
(150,000 to 200,000 bpd). In March 2009, shipments off the Westridge dock peaked at 22 700 
m3/day (143,000 bpd).” 

Reference (ii) states that, “In addition to pipeline facilities, the existing TMPL system includes 
23 active pump stations along the pipeline route and four terminals at Edmonton, Sumas, 
Burnaby and Westridge. The number of tanks and capacity of each of these terminals is as 
follows: 

Edmonton: 35 tanks, capacity of 1,274,310 m3 (8,015,000 bbl) Sumas: 6 tanks, capacity of 
113,680 m3 (715,000 bbl) Burnaby: 13 tanks, capacity of 267,900 m3 (1,685,000 bbl) Westridge: 
3 tanks, capacity of 62,800 m3 (395,000 bbl)” 

Reference (ii) also explains that the project includes plans to construct, “20 new tanks located at 
the Edmonton (5), Sumas (1) and Burnaby (14) Terminals, preceded by demolition of 2 existing 
tanks at Edmonton (1) and Burnaby (1), for a net total of 18 tanks to be added to the system.” 

!
Request: 

!
a) Please explain fully, why, if there are storage capacity constraints at the Westridge marine 

terminal there is no planned increase in storage tanks or storage capacity at the facility?  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!
25. Oil Spills a Kinder Morgan Business Opportunity 

!
Reference:  i) Application, Risk Assessment and Management of Pipeline and Facility 

Spills, Volume 7, Section 6.3.1, Economy page 7-86 (A3S4V6) 
  

 ii) Application, Marine Transportation - Effects Assessment and Spill 
Scenarios, Volume 8A,  Section 5.6.1.1, Economy page 8A-615 (A3S5Q3) 

!
 iii) Application, Marine Transportation - Effects Assessment and Spill 

Scenarios, Volume 8A,  Section 5.6.1.1, Economy page 8A-720  (A3S4Z0) 
!
 iv)  Canadian Ship-Sourced Spill Preparedness and Response: An 

Assessment, Robyn Allan, Submitted to The Tankers Safety Expert Panel, 
June 21, 2013 Report 

!
!
Preamble: 

!
Reference (i) states that, “Pipeline spills can have both positive and negative effects on local and 
regional economies, both in the short and long term. Spill response and clean-up creates business 
and employment opportunities for affected communities, regions, and clean-up service providers. 
This demand for services and personnel can also directly or indirectly affect businesses and 
resource dependant livelihoods. The net overall effect depends on the size and extent of a spill, 
the associated demand for clean-up services and personnel, the capacity of local and regional 
businesses to meet this demand, the willingness of local businesses and residents to pursue 
response opportunities, the extent of business and livelihoods adversely affected (directly or 
indirectly) by the spill, and the duration and extent of spill response and clean-up activities.” 

!
Reference (ii) similarly notes for marine spills that, “Marine spills can have both positive and 
negative effects on local and regional economies over the short- and long-term. Spill response 
and clean-up creates business and employment opportunities for affected communities, regions, 
and clean-up service providers, particularly in those communities where spill response 
equipment is, or would be, staged (Section 5.5). This demand for services and personnel can also 
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directly or indirectly affect businesses and resource-dependant livelihoods. The net overall effect 
depends on the size and extent of a spill, the associated demand for clean-up services and 
personnel, the capacity of local and regional businesses to meet this demand, the willingness of 
local businesses and residents to pursue response opportunities, the extent of business and 
livelihoods adversely affected (directly or indirectly) by the spill, and the duration and extent of 
spill response and clean-up activities. As an example, positive spill-related economic effects 
were documented for major spill clean-up areas following the EVOS (McDowell Group 1990). 
Negative effects on tourism and commercial fishing were also documented, as described below.” 

!
Reference (iii) explains that the Western Canadian Marine Response Corporation, a Transport 
Canada certified response organization plans to expand its capacity to prepare for and respond to 
greater major and catastrophic events than its current capabilities permit. The reference also 
mentions that, “Although Trans Mountain is not directly and legally responsible for the operation 
of the vessels calling at the Westridge Marine Terminal, it is an active member in the maritime 
community and works with maritime agencies to promote best practices and facilitate 
improvements focussing on the safety, efficiency, and environmental standards of tanker traffic 
in the Salish Sea. Trans Mountain is a shareholder and member of the Western Canadian Marine 
Response Corporation (WCMRC) and works closely with WCMRC and other members to 
ensure that WCMRC remains capable of responding to any oil spill from vessels transferring 
product or transporting it within their area of jurisdiction.” 

!
Reference (iv) explains that Kinder Morgan, Trans Mountain’s owner, is one of five shareholders 
in WCMRC along with 4 major oil companies (Imperial Oil, Shell Canada, Chevron and 
Suncor). WCMRC earns revenues for being prepared to respond to a spill and has contracts in 
place with ship owners for complete cost recovery when responding to a spill event. For a major 
or catastrophic spill, if the financial resources of the international and Canadian ship sourced oil 
pollution compensatory regime that covers marine spills is exhausted, WCMRC would be made 
whole at market rates for its services while harmed parties and the environment would be subject 
to a pro-rata share of available funds. 

!
Reference (iv) documents a December 7, 2007 marine oil spill.  “A crane barge being towed by a 
tug collided with the anchored Chinese crude carrier Hebei Spirit. The accident occurred near the 
port of Daesan on the Yellow Sea and severely impacted the area including Mallipo Beach, one 
of South Korea’s most popular beaches. The region affected by the spill also includes one of 
Asia’s largest wetland areas, a national maritime park, and 445 sea farms. 

!
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About a third of the size of the Exxon Valdez spill, the Hebei Spirit leaked 10,800 tonnes of oil 
from three of its five tanks. The spill was responded to immediately and estimates suggest there 
were 1 million person-days of effort in the first 6 weeks of clean up. 

!
The incident created South Korea’s worst spill—surpassing one that occurred in 1995— with 
ongoing economic and environmental impacts. Financial loses related to commercial claims from 
the spill have not been compensated as the claims settlement process is still ongoing. 

!
Although there are a number of complex issues related to this spill that contributed to the lengthy 
claims settlement process, the event identifies some of the challenges inherent in the 
international oil pollution fund regime. Funding limits can become sorely inadequate, and 
appropriate redress for legitimate losses can be frustrated. At this point, assessed claims will be 
pro-rated to 35 cents on the dollar, and a number of claims will likely be denied outright.” 

!
Request:  

!
a) Please confirm that Trans Mountain regards oil pipeline and marine spills as potentially 

positive since “spill response and clean-up creates business and employment opportunities 
for affected communities, regions, and clean-up service providers.”  

!
b) Please confirm which Kinder Morgan corporate entity holds the shares in WCMRC. 

!
c) Please confirm that Kinder Morgan has a 20% ownership in WCMRC. If not, what is 

Kinder Morgan’s proportionate share ownership? 

!
d) Please confirm that Trans Mountain is a service provider through its ownership share in 

WCMRC. 

!
e) Please confirm that Kinder Morgan directly benefits through dividends or profit sharing 

from WCMRC’s activities. If not confirmed, please explain the rights afforded through 
share ownership of WCMRC. 

!
f) Does Kinder Morgan plan to finance the capital spending plans of WCMRC as it expands 

its asset base to provide greater preparedness and response services as described in 
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reference Volume 8A? If no, would Kinder Morgan accept this as a potential condition of 
certification? If no,why not? 

!
g) Please explain in detail the returns or distributions Kinder Morgan has received over the 

past five years through its ownership rights to WCMRC. 

!
h) Does Kinder Morgan consider oil pipeline or tanker spill preparedness and response as a 

profit centre or growth opportunity for its business activity? 

!
i) Please confirm that WCMRC has contractual arrangements with tanker owners/operators 

for the services it provides that guarantees complete cost recovery in the event the 
company responds to a spill. If not, please explain the contractual arrangements 
surrounding certainty of payment for response activities. 

!
j) Does Trans Mountain believe the compensatory regime for marine pollution events is 

sufficient to cover legitimate claims and clean up a major or catastrophic event? 

!
k) Does Trans Mountain believe a spill such as the Hebei Spirit represents a positive 

economic benefit and opportunity for the community? 

!
!
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!
26.  Kinder Morgan’s Death Spiral Scenario ! !
Reference: i) Volume 2 – Project Overview, Economics and General Information 

Appendix A - 1 Appendix A Direct Written Evidence of Steven J. Kelly, IHS 
Global Canada Limited, (A3S0R1) !

 ii) The Trans Mountain Expansion Project: Understanding the Economic 
Benefit for Canada and Its Regions, Appendix B, (A3S0R1) !

 iii) RH-01-2012, Trans Mountain Expansion Part IV, Toll Application, 
Transcripts, Volume 1, February 12, 2013, paragraph 701-735 (A3F3Y2) !!!

Preamble: !
Reference (i) provides three production scenarios: a low production, base production and high 
production case. All these cases show a positive upward growth trajectory in the production and 
supply of diluted bitumen. !
Reference (ii) provides two scenarios in its I/O model of operations impacts based on committed 
shippers (80% capacity utilization) and then a scenario with committed and spot shippers (100% 
capacity utilization). !
Under cross-examination during the Trans Mountain Expansion Project Toll Hearings, Trans 
Mountain witness, Mr. Stoness explained that there are risks to the project such as the risk of 
increasing construction costs, increasing operating costs, underutilization, changing market 
conditions and shipper default. Mr.Stoness also indicated that because Trans Mountain is a 
negotiated, not a cost of service, toll settlement, Trans Mountain is less exposed to death spiral 
risk.  !!

MR. BERGNER: I was trying to understand the clarification you were offering about market 
conditions or changes to market conditions. And I was clarifying that I had understood that to 
be a reference to changing market conditions may result in underutilization and so that that’s 
a risk for Trans Mountain. !
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MR. STONESS: Right. And what I was saying is that I agree with Mr. Reed but there is a risk 
that we could have death spiral and that risk is shift -- shifted to the cost-of-service entity 
unlike the others. !

Request: !
a) Please identify in reference (i) where risks have been presented that might impact the 

likelihood of any of the three scenarios from developing. !
b) Please identify in reference (ii) where any risks to the forecast results have been 

identified including an identification of the possibility of changing market conditions, 
leading to underutilization, and possibly shipper default.  !

c) Please confirm that for long term take or pay contracts “death spiral” has been shifted, 
not eliminated. That is, the risk of underutilization of pipeline capacity is shifted away 
from the pipeline operator towards the shipper, but still poses a threat to the economic 
wellbeing of the Canadian economy and the public interest. !

d) Please clearly explain why no consideration has been given in Trans Mountain’s 
economic benefits case to a scenario whereby the system is significantly under-utilized 
and the impact this would have on the regional and Canadian economy?  !!
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