
The National Energy Board (NEB) does not appear to have been
advised of the most recent restructuring of Kinder Morgan’s far-
flung empire. The company, which has a history of restructuring
designed to take advantage of US and Canadian tax laws, has
recently announced that it will combine its various entities into
one corporation. 

Canadian law states that any pipeline company under the
authority of the National Energy Board is required to obtain
approval from the NEB for any restructuring. According to a
recent report in online news source Vancouver Observer,
Kinder Morgan has not obtained the necessary approval for its
latest corporate changes, which gives Kinder Morgan Inc of
Houston, Texas, full ownership of all the pipelines and other
assets that have been developed under Kinder Morgan Energy
Partners LP (Limited Partnership). The $76 billion deal includes
the Trans Mountain pipeline, which was previously under the
control of Kinder Morgan Canada.

Robyn Allan, former CEO of ICBC, cites Section 74 of the
National Energy Board Act, which says that a pipeline company
must not ‘enter into an agreement for amalgamation with any
other company’ without first obtaining permission from the
NEB. The company is required to make a public application,
and since the August announcement of restructuring, Allan has
found no evidence of any application. She has submitted a
Notice of Motion to the NEB requesting that the hearing on the
tripling of Trans Mountain’s capacity be stayed until Kinder
Morgan’s application is received and dealt with.

Saving Taxes
The corporate move is the latest in a long history of changes,
and according to CEO Richard Kinder, will save the company
(and its shareholders) a total of some $20 billion in taxes over
14 years. Allan says that the existing Trans Mountain pipeline,
owned by the Kinder Morgan Energy Partners LP, earns about
$170 million per year, resulting in taxes of $1.5 million annually
to the Canadian and BC governments. 

The restructuring announcement resulted in an immediate
gain in the share prices of both the LP and Kinder Morgan Inc.
The deal closed on November 27.

Allan alleges that the transfer of ownership is not in Canada’s

public interest, since not only does it reduce the taxes payable
on behalf of Trans Mountain, but it also raises doubts as to the
corporate liability for damages in case of a spill. She notes that
Kinder Morgan has claimed that the increased Trans Mountain
throughput would generate some $355 million in taxes to the
province over six years of construction and 30 years of
operation. However, she says that Kinder Morgan has paid an
average of only $1.5 million annually in Canadian taxes in the
last five years.

History Of Tax Avoidance
Kinder Morgan’s start originally came from a tax sheltered
limited partnership which was structured as part of the Enron
corporate empire. The limited partnership was originally
created by Richard Kinder, who was a member of Enron’s board
at the time, and became Enron Liquids Pipeline LP’s president
and Chief Operating Officer. Kinder was responsible for tax
avoidance measures that saved the company $66 million in
1995. In February, 1997, Kinder and William Morgan (another
former Enron employee) bought the Pipeline LP from Enron—
an insider deal—and almost immediately took it public. Enron
itself eventually went bankrupt as a result of a notorious
accounting fraud which was revealed in 2001.

Since 1997, Kinder Morgan Energy Partners LP has taken
advantage of significant income flow-through provisions in US
tax law. These have resulted in extensive tax savings for both the
company and its shareholders.

By 2007, Kinder Morgan had completely absorbed Trans
Mountain Pipelines. Trans Mountain became part of the US
Limited Partnership. In the November 2014 restructuring,
Trans Mountain’s assets (significantly revalued for tax purposes)
passed to the ownership of Kinder Morgan Inc.

Allan has also questioned Kinder Morgan’s claimed
economic gains for Canada from the Trans Mountain Expansion
project. Kinder Morgan has quoted a loss of ‘$50 million a day’
resulting from a lack of any pipeline which would enable tar
sands crude to be sold offshore, rather than into the now
oversupplied US market. Potential pipelines in this category are
Keystone XL, Northern Gateway, Trans Mountain, and
potentially TransCanada Pipelines’ Energy East. However, with
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the significant drop in oil prices over the last few weeks, this
estimate is now completely unsupportable; the differential is
very small, and at any rate can be completely accounted for by
differences in crude oil quality and transportation costs. 0
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