
Canada’s purchase of the Trans Mountain Pipeline: Financial and Economic 
Considerations – Updated CDEV Financial Reporting – July 2020 

In May 2020 the Canada Development Investment Corporation (CDEV) published its Annual Report 2019, and in 
June 2020, published its First Quarter Report for 2020. PBO examined these documents as part of our ongoing 
monitoring of financial reporting on the Trans Mountain Pipeline (TMP) and Trans Mountain Expansion Project 
(TMEP).   

Current Operating Results of the Trans Mountain Pipeline System 

As presented in Table 1, CDEV has now reported 19 months of operating results for the TMP system 
(September 2018 to March 2020, inclusive).1,2,3,4,5,6 

Over the entire period, operating revenues totalled $728 million, arising primarily from transportation tolls from 
the ongoing operations of the TMP. Operating expenses were $366 million for the same period. 

As of March 31, 2020, CDEV held $6.3 billion in outstanding loans to finance the acquisition and construction of 
the pipeline assets. The loans were financed by the Canada Account, administered by Export Development 
Canada (EDC), at a 4.7 per cent interest rate. Financing costs for Trans Mountain Corporation totalled $223 
million. CDEV also reported a $172 million depletion and depreciation expense on its pipeline assets. 

In its first 19 months of public ownership, CDEV-owned Trans Mountain Corp. (TMC) entities reported a total 
net income of $29 million.  

 Selected financial metrics of the unexpanded Trans Mountain Pipeline system 
$ Millions       

Metric 
  Value 

Description Sep-Dec 
2018 

Jan-Mar 
2019 

Apr-Jun 
2019 

Jul-Sep 
2019 

Oct-Dec 
2019 

Jan-Mar 
2020 Total 

Operating 
revenues 129 100 119 129 128 123 728 

Revenues contributed by 
CDEV controlled TMC entities 
that own and operate TMP 
and TMEP. 

Operating 
expenses (81) (50) (54) (59) (62) (59) (366) 

Includes operating and 
production, salaries and 
benefits, and other general 
and administrative expenses. 

Depletion and 
depreciation (34) (27) (27) (28) (29) (26) (172) 

Reduction in the value of an 
asset over time (a common 
accounting concept). 

Total financing 
costs (50) (37) (35) (35) (34) (33) (223) 

Under IFRS, total financing 
costs include net interest 
costs and an unwinding of a 
discount of the 
decommissioning obligation. 

Taxes 10 4 50 (1) (1) (1) 61 

Tax recoveries due to 
negative earnings before 
taxes and changes in the 
provincial corporate tax rate. 

Table 1 



Net Income 
(Loss) (26) (10) 53 5 3 4 29 

For the 19 months ending 
March 2020, CDEV reported a 
net profit on TMC. 

Sources: CDEV Annual Reports (2018, 2019), First Quarter Report (2020); PBO Calculations 

Note: Figures are presented based on International Financial Reporting Standards (IFRS). 

 

Change in corporate tax rate and construction cost estimate 

In June 2019, the provincial government in Alberta enacted a multi-year corporate income tax reduction from 
12% to 8% by 2022. As a result, at the end of 2019 TMC recognized a deferred tax recovery of $49 million due 
to the reduction in future corporate income taxes payable to the province of Alberta.  

In February 2020, Trans Mountain Corporation announced a revised construction cost estimate, which rose from 
an initial estimate of $7.4 billion to $12.6 billion (a 70% increase).7 8 

Loans payable 

As of March 31, 2020, CDEV had borrowed $6.3 billion to finance its pipeline assets. As reported in Table 2, 
these outstanding loans include $4.7 billion for the acquisition of the assets. The remaining $1.6 billion has 
funded construction activities related to TMEP. All loan facilities are due August 2023. The interest rate charged 
is 4.7%. 

CDEV has established a loan facility of $4.0 billion that allows it to borrow money as needed to finance 
construction.9  

Loan facilities of Trans Mountain Corp. (TMC) 

Facility 
Outstanding amounts 

Description 
Dec 2018 Dec 2019 Mar 2020  

Acquisition 4,670 4,670 4,670  This facility was used to fund the acquisition 
of entities controlling TMP and TMEP. 

Construction 120 1,385 1,585  This facility is used to fund construction 
activities related to TMEP. 

Canadian Energy 
Regulator  500 - -  

CER required this amount for TMC “to have 
suitable financial resources to pay for any 
potential environmental damages.”10 This 
was repaid in Q1 2019. 

Total 5,290 6,055 6,255   

Current portion 120 0 0  The portion of loans payable due within 12 
months.   

Non-current portion 5,170 6,055 6,255  The portion of loans payable due beyond 12 
months. 

Sources: CDEV Annual Reports (2018, 2019), First Quarter Report (2020); PBO Calculations  

Note: Figures are presented based on International Financial Reporting Standards (IFRS). 

 

Table 2 



Sensitivity Analysis 

As part of a goodwill impairment test, CDEV performed a sensitivity analysis based on the assumptions used to 
estimate the fair value of TMEP in their 2019 Annual Report.  This test was conducted “due to an update in the 
TMEP execution plan”.11 The results from this analysis are reported in Table 3. A similar test was not conducted 
in the 2020 First Quarter Report as “no indicators [of impairment] were noted” at March 31, 2020 and “despite 
changes in the macroeconomic environment, neither TMC’s existing operations nor TMEP construction has 
been materially impacted to date”.12 

Sensitivity Analysis by CDEV 

$ Millions 

 

Sources: CDEV Annual Report 2018, Note 14; CDEV Q2 2019 Report, Note 8; CDEV Annual Report 2019, Note 14  

Note: The results of CDEV’s sensitivity analysis are presented as approximations.  

 

CDEV has changed the parameters of its sensitivity analysis in the Annual Report 2019. Previously, a 10% 
increase in construction costs was considered; this report considers the impact of a $600 million increase in 
construction costs. Previously, a 1-year delay in construction of the TMEP was considered; this report considers 
the impact of a 1-year delay and a $600 million increase in construction costs. This is in addition to a previous 
change in the discount rate used, from 9.0% to 8.6%. The reason for these changes is not disclosed in financial 
reporting. 

In addition, given material changes to both the construction timeline and cost of TMEP, modelling related to 
the sensitivity analysis would have substantially changed. PBO has sent an information request to CDEV for 
updated modelling and analysis; this information has not been received as of the publication of this update. 
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 Discount rate 
increase by 0.25% 

10% increase in 
TMEP construction 

costs 

1-year delay in construction and 
operation of TMEP 

CDEV Annual 
Report 2018 (360) (235) (300) 

CDEV Q2 
2019 (600) (400) (500) 

 Discount rate 
increase by 0.25% 

$600 million increase 
in TMEP construction 

costs 

1-year delay in construction and 
operation of TMEP including a 
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expenditures 
CDEV Annual 
Report 2019 (500) (200) (900) 

Table 3 

https://www.cdev.gc.ca/wp-content/uploads/2020/05/CDEV-2019_Final-Art_English_03.31.2020_2.pdf
https://www.cdev.gc.ca/wp-content/uploads/2020/05/CDEV-2019_Final-Art_English_03.31.2020_2.pdf


                                                                                                                                                                                           
2. Canada Development Investment Corporation (2019). Annual Report 2018. 

https://www.cdev.gc.ca/wpcontent/uploads/2019/05/Canada-Development-Investment-
Corp_2018_FA_ENGLISH_REV_04.08.2019Final.pdf  

3.  Canada Development Investment Corporation (2019).  First Quarter Report 2019.  
https://www.cdev.gc.ca/wp-content/uploads/2019/05/CDEV-Q1-Report-3-31-19.pdf 

4. Canada Development Investment Corporation (2019).  Second Quarter Report 2019.  
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q2-2019-Report-Eng.pdf 

5.  Canada Development Investment Corporation (2019).  Third Quarter Report 2019.  
https://www.cdev.gc.ca/wp-content/uploads/2019/11/CDEV-Q3-19-Report-EN.pdf 

6. Canada Development Investment Corporation (2020).  First Quarter Report 2020.  
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q1-Report-3-31-19.pdf  

7. Kinder Morgan (2017). News Release. https://ir.kindermorgan.com/news/news-details/2017/Trans-Mountain-
Completes-Final-Cost-Estimate-Review-with-Shippers-Maintains-Strong-Commercial-Support-for-
Expansion-Project/default.aspx  

8. Trans Mountain (2020). News Release. https://www.transmountain.com/news/2020/backgrounder-trans-
mountain-expansion-project-construction-
accelerating#:~:text=Project%20Cost%20and%20Schedule,cost%20estimate%20of%20%2412.6%20billion.  

9. The construction facility limit was $2.587 billion until December 31, 2019. As part of an amended credit 
agreement executed in July 2019, this increased to $4.0 billion for 2020.  

 Ibid, Note 6. 

10. Canada Development Investment Corporation (2018).  Third Quarter Report 2018.  
https://www.cdev.gc.ca/wp-content/uploads/2018/12/CDEV-Q3-2018-Report.pdf 

11. Canada Development Investment Corporation (2019).  Second Quarter Report 2019, Note 8.  
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q2-2019-Report-Eng.pdf 

12.  Canada Development Investment Corporation (2020).  First Quarter Report 2020.  
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q1-Report-3-31-19.pdf 

https://www.cdev.gc.ca/wpcontent/uploads/2019/05/Canada-Development-Investment-Corp_2018_FA_ENGLISH_REV_04.08.2019Final.pdf
https://www.cdev.gc.ca/wpcontent/uploads/2019/05/Canada-Development-Investment-Corp_2018_FA_ENGLISH_REV_04.08.2019Final.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/05/CDEV-Q1-Report-3-31-19.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q2-2019-Report-Eng.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/11/CDEV-Q3-19-Report-EN.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q1-Report-3-31-19.pdf
https://ir.kindermorgan.com/news/news-details/2017/Trans-Mountain-Completes-Final-Cost-Estimate-Review-with-Shippers-Maintains-Strong-Commercial-Support-for-Expansion-Project/default.aspx
https://ir.kindermorgan.com/news/news-details/2017/Trans-Mountain-Completes-Final-Cost-Estimate-Review-with-Shippers-Maintains-Strong-Commercial-Support-for-Expansion-Project/default.aspx
https://ir.kindermorgan.com/news/news-details/2017/Trans-Mountain-Completes-Final-Cost-Estimate-Review-with-Shippers-Maintains-Strong-Commercial-Support-for-Expansion-Project/default.aspx
https://www.transmountain.com/news/2020/backgrounder-trans-mountain-expansion-project-construction-accelerating#:%7E:text=Project%20Cost%20and%20Schedule,cost%20estimate%20of%20%2412.6%20billion.
https://www.transmountain.com/news/2020/backgrounder-trans-mountain-expansion-project-construction-accelerating#:%7E:text=Project%20Cost%20and%20Schedule,cost%20estimate%20of%20%2412.6%20billion.
https://www.transmountain.com/news/2020/backgrounder-trans-mountain-expansion-project-construction-accelerating#:%7E:text=Project%20Cost%20and%20Schedule,cost%20estimate%20of%20%2412.6%20billion.
https://www.cdev.gc.ca/wp-content/uploads/2018/12/CDEV-Q3-2018-Report.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q2-2019-Report-Eng.pdf
https://www.cdev.gc.ca/wp-content/uploads/2019/08/CDEV-Q1-Report-3-31-19.pdf

