
 
 
 
 
 
November 30, 2010 
 
 
 
 
Ms. Kirsten Walli 
Board Secretary 
Ontario Energy Board 
P.O. Box 2319 
2300 Yonge Street, 27th Floor 
Toronto, ON M4P 1E4 
 
Dear Ms. Walli:  
 
Re:  EB-2010-0300 - Union Gas Limited – Pre-Approval of the Cost Consequences 

of Three Long-Term Transportation Contracts – Responses to 
Interrogatories  

 
 
Please find attached Union Gas Limited’s responses to the interrogatories in the above 
noted proceeding. 
 
Please contact me at (519) 436-5473 if you have any questions. 
 
 
Yours truly, 
 
[Original signed by] 
 
Karen Hockin   
Manager, Regulatory Initiatives 
 
c.c.: Emily Kirkpatrick, Torys 
 Mark Kitchen, Union Gas 
 Neil McKay, Board Staff  
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UNION GAS LIMITED 

 
Answer to Interrogatory from 

Association of Power Producers of Ontario (“APPrO”) 
 

Question: 
 
With respect to the 10 year contracts between Parkway and the EDA and Parkway and 
the NDA: 
a) Does Union require expansion of the Dawn-Trafalgar system to deliver gas into these 

contracts? If so has Union considered the incremental costs of providing such 
capacity to Parkway (vs. the approved tolls) and were these factored into the overall 
economics of the landed gas? 

b) As in 1 c above, as an alternative to its contract proposal, has Union done a comparison 
of the benefits to its ratepayers of contracting longhaul on TransCanada which might 
result in lower tolls for all rather than just an analysis of the current toll forward costs? 

c) Does Union know what expansion is necessary downstream of Parkway by 
TransCanada and if this expansion will result in other TransCanada rates increasing to 
accommodate this expansion? 

d) Union notes on page 11, clause 1 of its evidence that this capacity will serve year-
round base load demands in the EDA and NDA. Appendix F contains a comparison 
of landed costs using both Empress and Dawn as the points of supply. It appears that 
the landed cost to the NDA via Empress is $9.14/GJ and the landed cost via Dawn is 
$9.20/GJ. Since Union is proposing a route that requires incremental facilities to be 
constructed on TransCanada are there reasons that Union is advocating a more 
expense route to the NDA that also requires new facilities to be constructed? 

e) Given the excess capacity on the Mainline, it is understood that short term contracts 
are available for capacity from Empress to both the NDA and EDA. Since the route 
via Parkway requires new facilities and a 10 year contractual commitment, how does 
Union take into account the risk differences between contracting on these two routes? 
In the event that this capacity via Parkway becomes surplus to Union’s requirements 
within the term of the 10 year contract, who bears this risk of excess capacity? 

 
 
Response: 
 
a) Union requires Dawn to Parkway capacity to deliver gas to these contracts.  That 

capacity could be available through an expansion of the Dawn-Trafalgar system or 
unsubscribed capacity on the system.  The landed cost analysis for both the Parkway 
to EDA and Parkway to NDA paths includes the current Dawn to Parkway tolls. 
 

b) The purpose of these contracts is to bring supply diversity to the North by replacing 
Western Canadian sourced supply with supply sourced at Dawn.  Incremental 
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transportation capacity is not required, the long term contracts Union is seeking 
approval for will replace existing capacity. 
 

c) As indicated in the 2010 Natural Gas Market Review, Union believes that a physical 
expansion of the Parkway to Maple corridor (ref Union’s November 2 2010 written 
comments EB-2010-0199 pages 3 and 19) is a more economically sustainable 
solution to meet market demand. When gas must physically flow over 3,500 km (i.e. 
from Dawn to Emerson to Parkway) versus 225 km from Dawn to Parkway, one must 
consider the full cost of this transport versus the option to expand facilities. 
 TransCanada’s ability to use its integrated system and divert gas destined from Dawn 
to Parkway “around the horn” is no longer economically sustainable as the economic 
decision supporting a notional displacement of gas is not the same as the economic 
criteria for a physical flow of gas.  
 
Since the expected cost of the Parkway to Maple expansion will be based on 
TransCanada’s actual design parameters and therefore unknown to Union, Union can 
only present an illustrative example for consideration.  In this example, if 
TransCanada expands Parkway to Maple between 500,000 GJ/d to 1 Bcf/d at a capital 
cost approximately $150 -$300 million, this would result in approximately $17 - $34 
million annual cost of service applying rolled in toll methodology.  However, the 
concern that this expansion would result in an increase to Mainline rates fails to 
consider the offsetting benefits of expected turnback of the then obsolete affiliate 
contracts.  Currently, TransCanada holds approximately 990,000 GJ/d of Great Lakes 
transportation which equates to approximately $156 million annual cost of service, 
based on TCPL’s 2009 quarterly surveillance reports as a proxy. Turnback and/or 
non-renewal of this Great Lakes contract would more than offset the cost of 
expansion and should result in an overall net reduction to the Mainline cost of service 
and all tolls. 
 
The Parkway to Maple expansion is necessary to open the path to allow customers 
such as power producers in the EDA to access supply at Dawn, supply from 
Marcellus through Kirkwall, or supply from the Rockies Express Pipeline through 
Dawn.  For power producers in the EDA, additional facilities costs and associated rate 
changes on TransCanada would need to be considered along with potential cost 
savings offered by alternate supply options (i.e. the landed cost of gas). 
 

d) Please refer to Exhibit B1.11. 
 

e) Please refer to Exhibit B1.11. 
 

The Parkway contracts represent 32% to 35% of the System Sales supply volume into 
the EDA and NDA delivery areas.  The remainder of the System Sales supply volume 
to these delivery areas is on transportation contracts that renew on an annual basis.  
Union has the flexibility to adjust its transportation portfolio yearly if demands are 
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forecasted to decrease.  Therefore, Union does not believe there is a risk of excess 
capacity. 

 






