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Please find attached a Presentation of John A. Rosenkanz, the expert retained by the following seven
intervenors:

. Consumers Council of Canada ("CCC")

. Canadian Manufactures & Exporters ("CME")

. City of Kitchener ("Kitchener")

. Federation of Rental-housing Providers of Ontario ("FRPO")

. London Property Management Association ("LPMA")

. School Energy Coalition ("SEC")

. Vulnerable Energy Consumers Coalition ("VECC")
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/2010 Natural Gas Market Review

Board Objectives:

1. Assess the impact of changing dynamics

in North American natural gas supply
markets, particularly due to increased
Marcellus shale gas production, on the
Ontario energy sector.

2. Assess the need, if any, for further
regulatory initiatives in response to the
impacts identified.

Report prepared at the request of:

· Consumers Council of Canada

· Canadian Manufacturers & Exporters

· City of Kitchener

· Federation of Rental-housing Providers of

Ontario
· London Property Management Association

· School Energy Coalition

· Vulnerable Energy Consumers Coalition
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I Questions

How will changes in North American gas supply affect the Ontario market?

· Further drops in throughput on the TCPL mainline
· Lower exports at Niagara and Iroquois
· Increased flows between Ontario and Michigan

· Flow reversal at Niagara

What are the implications for Ontario consumers?

· Changes in Ontario gas transmission facilities
Changes in utilization of existing facilities
Need for new transmission facilities

· New gas supply options
Changes in relative prices at gas supply points
Potential market centers at Niagara and Iroquois

What regulatory changes may be needed to ensure that Ontario
consumers benefit from new gas supplies, but are not burdened with
unreasonable costs or risks?
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I Risks for Ontario Consumers

1. Distribution charges increase because in-franchise customers
subsidize transmission facilities built for ex-franchise markets.

· Uneconomic expansion

Rates increase because the incremental cost of capacity is higher than the current rolled-in rate.

· Demand for new transmission capacity is short-lived.

Rates increase in the long term because facilities are added now, but contracts are not renewed.

2. Contract constraints cause gas costs to be higher than necessary.

· Long-term utility contracts lock consumers into high-cost gas supply or transportation.

· Gas utility services restrict consumers' access to less-expensive gas supplies.
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I Regulatory Initiatives

1. Review economic guidelines for gas transmission projects.

· Ensure that in-franchise consumers do not subsidize facilities expansions for ex-
franchise services, or take the risk that facilities will be underutilized.

· Require incremental pricing where rolled-in rates would increase costs for existing
customers.

· Limit the time horizon for cost recovery to the term of the ex-franchise customers'
contract commitments

· Make utility shareholders responsible for the cost of unused capacity ("at-risk
condition").

2. Re-examine delivery point restrictions in utility services.

Are Empress and Parkway delivery obligations still reasonable, or even necessary?

3. Establish a resource planning requirement for Ontario gas utilities.
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