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NERA Economists’ Role in NEB Docket RH-001-2013: 
TransCanada’s Proposal to Change Tariff Terms and Conditions

Overview 
On 17 June 2013, TransCanada filed an application with 
Canada’s National Energy Board (NEB) seeking major revisions 
to the terms and conditions of its tariff for firm transportation 
of natural gas. TransCanada claimed that such revisions 
were needed to align its tariff with the new realities of the 
natural gas market and the recent decision in TransCanada’s 
Restructuring case. On 10 October 2013, the NEB released a 
decision rejecting most elements proposed by TransCanada 
and making limited changes to the tariff for the benefit of both 
shippers and the pipeline. Three major gas distributors grouped 
together to oppose TransCanada’s proposal, this time being 
joined by a consumer group. NERA was retained by the shipper 
group to evaluate TransCanada’s proposal to modify the terms 
under which firm shippers could renew their contracts.

Background
Spanning from Alberta to Quebec, TransCanada’s “Mainline” 
is the longest pipeline in North America. It began operations 
in the 1950s and has remained the primary supplier of natural 
gas to distribution utilities and industrial customers in eastern 
Canada. However, with the proliferation of relatively inexpensive 
shale gas, the Mainline is currently enduring a period of shifting 
demand. TransCanada has proposed several major changes 
to help it deal with these changing circumstances, first in its 
Restructuring case, and most recently with the proposed  
tariff revisions.

NERA’s Role
Gaz Métro (serving Québec), Union Gas Ltd. and Enbridge Gas 
Distribution (serving Ontario), and the Canadian Industrial Gas 
Users Association retained NERA Senior Vice President Dr. Jeff 
D. Makholm and Vice President Kurt G. Strunk as witnesses 
to represent them on issues concerning the contract renewal 
provisions contained in TransCanada’s proposed tariff. 

TransCanada’s application requested that the NEB give it 
wide authority to determine the terms on which shippers 
could renew service on TransCanada’s Mainline. Notably, 
TransCanada’s proposed changes would enable the pipeline to 
determine at its sole discretion the minimum contract duration 
to which shippers would have to agree in order to continue 
receiving service on the Mainline. The requested changes 
constituted an important divergence from the Mainline’s status 
quo renewal terms, which offer shippers significant flexibility 
with regard to contract duration. The new renewal provisions, 
if adopted, would have allowed TransCanada to lock in large 
users for unduly long periods.

NERA analyzed how TransCanada’s proposal would affect 
captive shippers on the Mainline and assessed what effects the 
proposal would have on economic efficiency, equity, and public 
interest considerations. NERA published the results of its analysis 
in the testimony of Dr. Makholm and Mr. Strunk, finding that 
TransCanada’s proposal would have an unequivocally negative 
effect on all of the considerations listed above. 

NERA found that TransCanada’s proposal unfairly  
disadvantaged shippers by eliminating the assurance of 
continued service on reasonable terms and failed to promote a 
competitive gas market. NERA also benchmarked TransCanada’s 
tariff proposal to precedents for renewal terms in other 
jurisdictions, finding that the proposal was wholly without 
precedent and that TransCanada’s proposed changes were 
inconsistent with the reasonable regulation of pipelines that 
serve a competitive gas market.



The Result 
The NEB flatly rejected TransCanada’s proposed renewal 
provisions, instead opting for minor changes to the current 
provisions – changes NERA’s clients agreed were reasonable 
during the hearing. The NEB explains: 

The Board [NEB] has decided to amend renewal provisions 
for Firm Mainline Services to require contract holders 
to provide TransCanada with two years’ notice of their 
intention to renew (instead of the six month renewal notice 
provision in existence prior to this decision), and to require a 
renewal term to be one or more full years.1

As NERA’s analysis showed, approving TransCanada’s  
proposed contract renewal terms would have had strongly 
negative effects on virtually all stakeholders aside from 
TransCanada itself. 

Experts Involved
Dr. Jeff D. Makholm, Senior Vice President
Dr. Makholm has extensive expertise and experience in gas 
supply planning as well as the organization, privatization, 
and regulation of the natural gas industry. He has advised 
governments and international governing agencies, regulators, 
public-owned and investor-owned pipeline companies, and 
large groups of pipeline users around the world on issues 
including determining reasonable interstate gas pipeline tariff 
levels, cost allocation for utility companies, forecasting the 
net market value for natural gas transportation and storage 
contracts, and reviewing nations’ regulatory frameworks. Dr. 
Makholm has provided expert testimony, published extensively, 
and spoken frequently on these issues. In 2012, Dr. Makholm’s 
book on the economics and institutions of pipeline regulation, 
The Political Economy of Pipelines: A Century of Comparative 
Institutional Development, was published by The University of 
Chicago Press.

Kurt G. Strunk, Vice President
Mr. Strunk has over 15 years of experience working on 
strategic, regulatory, and corporate financial issues in the 
energy industry. He has advised energy companies on rate 
cases, regulatory strategy, resource planning, contract and 
asset valuation, origination, hedging and risk management, 
prudence, cost of capital, affiliate transactions, and retail market 
issues. Mr. Strunk serves as a consulting and testifying expert in 
regulatory proceedings, commercial litigation, and arbitration 

proceedings. He has been retained as an expert to testify in US 
Tax Court, US Federal Court, and US Bankruptcy Court, as well 
as before public federal and state/provincial utilities boards in 
the US and Canada.

Stephen Collins, Analyst
Stephen Collins, an analyst at NERA, has consulted on energy 
policy issues since 2010 and has on numerous occasions 
supported expert reports regarding energy and regulatory issues 
in North America and elsewhere. In Canada, he has consulted 
on behalf of a variety of energy distributors and stakeholders, 
including Gaz Métro, Enbridge, Union Gas, FEI, ATCO Gas, the 
Alberta Utilities Commission, and the Ontario Energy Board. He 
has worked for clients outside of North America in regions such 
as Oceania, Europe, and Latin America, and is a fluent speaker 
of Spanish.

About NERA
NERA Economic Consulting (www.nera.com) is a global 
firm of experts dedicated to applying economic, finance, and 
quantitative principles to complex business and legal challenges. 
For over half a century, NERA’s economists have been creating 
strategies, studies, reports, expert testimony, and policy 
recommendations for government authorities and the world’s 
leading law firms and corporations. We bring academic rigor, 
objectivity, and real world industry experience to bear on issues 
arising from competition, regulation, public policy, strategy, 
finance, and litigation.

NERA’s clients value our ability to apply and communicate state-
of-the-art approaches clearly and convincingly, our commitment 
to deliver unbiased findings, and our reputation for quality and 
independence. Our clients rely on the integrity and skills of our 
unparalleled team of economists and other experts backed 
by the resources and reliability of one of the world’s largest 
economic consultancies. With its main office in New York City, 
NERA serves clients from more than 25 offices across North 
America, Europe, and Asia Pacific. 
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