
 
 
 
April 3, 2007 
 
 
 
 
Ontario Energy Board 
P.O. Box 2319 
2300 Yonge Street, Suite 2701 
Toronto, ON   
M4P 1E4 
 
Attention:  Ms. Kirsten Walli, Board Secretary 
 
Re:  EB-2007-0599 - Union Gas - Invoice Vendor Adjustment Fee Application  
 
Dear Ms. Walli:  
 
Please find attached an application and evidence from Union Gas Limited (“Union”) 
seeking approval to charge $1.85 for each successfully submitted Invoice Vendor 
Adjustment (“IVA”) transaction as required under the Gas Distribution Access Rule 
(“GDAR”). 
 
IVA functionality provides gas vendors with the ability to make billing adjustments (e.g. 
correct billing errors and/or process rebates) through an additional billing line as part of 
the existing rate-ready form of Distributor Consolidated Billing (“DCB”). 
 
In addition to the ten (10) copies sent to the Board, this application and evidence is being 
served in electronic format to all GDAR Phase I Working Group Participants and all 
intervenors from Union’s EB-2005-0520 proceeding.  Please contact me at (519) 436-
5476 if you have any questions or wish to discuss this submission in more detail. 
 
Yours truly, 
 
[original signed by] 
 
Chris Ripley   
Manager, Regulatory Applications 
 
cc Crawford Smith, Torys 

GDAR Phase I Working Group Participants 
All EB-2005-0520 Intervenors  
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UNION GAS LIMITED 

INVOICE VENDOR ADJUSTMENT FEE PREFILED EVIDENCE 

 

The purpose of this evidence is to describe Union’s proposal to charge a flat fee for each 

Invoice Vendor Adjustment (“IVA”) transaction as required under the Gas Distribution 

Access Rule (“GDAR”) that is billed and collected by Union on behalf of gas vendors. 

Specifically, pursuant to the Board’s March 16, 2007 letter (Attachment A), Union is 

seeking Board approval to charge vendors $1.85 for each successfully submitted IVA 

transaction. 

 

IVA functionality provides gas vendors with the ability to make billing adjustments (e.g. 

correct billing errors and/or process rebates) through an additional billing line as part of 

the existing rate-ready form of Distributor Consolidated Billing (“DCB”). 

 

Background 

On August 15, 2005, Union filed comments in response to the Board’s draft revised form 

of Service Agreement (as per Procedural Order No. 1 dated July 15, 2005). Union stated 

that a bill-ready form of DCB should not be included as part of the Agreement.  Rather 

than incur significant effort and costs to accommodate a bill-ready model, Union 

submitted that conditions similar to vendor consolidated billing should be included to 

avoid the incurrence of costs until a gas vendor formally requests the bill-ready service. 
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Union acknowledged that gas vendors would like the ability to make billing adjustments 

as noted above. Union offered to develop and implement an additional billing line for the 

existing rate-ready form of DCB.  This IVA functionality would provide vendors with the 

ability to make billing adjustments, similar to the bill-ready form of DCB, but without 

incurring the significant time and expense required to develop full bill-ready capability.  

 

In a Decision dated September 13, 2005, the Board mandated that gas distributors offer 

both rate-ready and bill-ready forms of DCB. Given this Decision, in a submission to the 

Board dated October 13, 2005, Union expressed its intention to no longer offer the 

additional IVA capability. 

 

On November 15, 2005, the Board released a Decision deferring the implementation of 

GDAR Phase I to January 1, 2007 and Phase II (bill-ready DCB service) to January 1, 

2008. The Decision also ruled that in the interim, gas distributors are required to offer a 

form of rate-ready DCB that features IVA functionality. Phase I includes the 

implementation of functionality for rate-ready DCB for large volume customers and for 

all transactions necessary to provide full customer mobility (i.e. electronic business 

transaction standards). 

 

By Notice of Amendment dated September 29, 2006, the Board further deferred 

implementation date of Phase I to June 1, 2007. Union has been working co-operatively 

with the GDAR market participants in order to meet this date. In light of the Board’s 

November 15, 2005 Decision, Union’s understanding is that IVA functionality will also 
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become effective June 1st. In the November 15th Decision, the Board acknowledged that 

Board staff’s proposed form of Service Agreement contemplates that gas distributors may 

charge fees for certain services provided to the gas vendor. As noted under section B.2 – 

Data Exchange of Appendix B (Billing, Collection and Payment) of the Agreement, 

clause (d) references the requirement for a gas distributor to provide an additional bill 

line to the vendor using a rate approved by the Board until bill-ready functionality is 

available. 

 

Union, through ongoing consultation and feedback with the Board staff sponsored GDAR 

Working Group, issued a series of amendments to the Agreement including more detailed 

wording specific to IVA Thresholds and Fees (Appendix F section F.3). The amended 

Agreement, which was distributed to the gas vendor community for execution in 

December of 2006, addresses Union’s intent to levy a fee to gas vendors for each use of 

the IVA (see excerpt below). To date, out of 43 Agreements issued to gas vendors, Union 

has a total of 13 fully executed Agreements in place.  The Agreements provide, in 

relevant part: 

 
“Union will levy a fee for each use of the invoice vendor adjustment. 
Notice of changes to the fee will be made thirty days in advance in a 
matter consistent with section 7.7 of this Agreement.  Current and 
proposed IVA fees will also be made available on Union's web site. IVA 
fees shall not include any early termination fees from the Gas Vendor.” 
 

 
Consistent with the Board’s direction as identified on page 41 of the RP-2003-0063 

Decision with Reasons and further reiterated in Union’s February 14, 2007 IVA fee 
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submission to the Board (Attachment B), Union will not use the IVA capability to 

recover exit fees on behalf of gas vendors.  

 
 
IVA Functionality, Assumptions, Costs/Revenues 
 
 
The IVA service is intended to provide gas vendors with the ability to make billing 

adjustments. Gas vendors will calculate the adjustment and submit it electronically to 

Union for inclusion on a customer’s invoice. 

 

Union is using a methodology to cost the IVA service consistent with how it determines 

the Direct Purchase Administration Charges (“DPAC”) and the Gas Supply 

Administration Charge. Union wants to ensure that existing ratepayers will not be 

impacted by Union offering this service.  The IVA fee will be charged to those gas 

vendors who use the IVA service. On that basis, Union considered a number of cost 

drivers in deriving this transaction fee, including: the impact on inbound call volumes for 

general and billing inquiries, administrative costs to manage the vendor adjustment 

process (e.g. analyze payments, perform financial reconciliations, and resolve issues and 

questions); and, customer information system costs.  

 

Union concluded there are two principal cost drivers that need to be addressed in the 

calculation of the proposed IVA fee. First, some customers will make inbound calls when 

they see the IVA fee on their invoices. In Union’s experience,   29% of the IVA 

transactions will generate a telephone call to Union.  This figure is based upon Union’s 

experience that such a percentage of its annual inbound calls pertain to general inquiries, 
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account maintenance and adjustments, high bill complaints, direct purchase, and rates.  

Calls generated from having an IVA transaction on a customer invoice will generate 

similar levels of calls as those noted above. 

 

Even though Union will ultimately re-direct calls specific to the IVA service to the 

appropriate gas vendors, Union must still have the capacity to respond to those calls. 

Customers expect Union to be able to explain what is on the invoice.  

 

On average, each telephone call Union receives costs $6.20. This $6.20 represents the 

incremental average cost for Union’s Call Centre to handle an inbound telephone call.  

As 29% of IVA transactions will generate an inbound telephone call, the effective cost 

per IVA transaction to be recovered in the proposed fee is $1.80 ($6.20 x 29%).  

 

In addition, Alliance Data, owner and operator of Union’s Banner Customer Information 

System (“Banner”), will charge Union a flat fee of $0.05 to put each IVA transaction on a 

new line on each customer’s invoice. Both of these components add up to a total of $1.85 

per IVA transaction. 

 

The two principal cost drivers are variable in nature and will not change depending on the 

level of IVA take-up by gas vendors. Therefore, Union is satisfied that the proposed 

$1.85 fee will generate sufficient revenue to recover the incremental costs to provide the 

service at varying levels of take-up. The following table (Table 1) illustrates costs and 

revenues at varying levels of IVA take-up. This table supports the fact that Union’s 
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revenues will recover its costs, thereby  ensuring existing ratepayers are not impacted by 

Union offering this service. 

 

Table 1: IVA Costs and Revenues at Various Take-Up Levels  

Line 
No.

 
Description

  
A

 
B

 
C

 
D

1 IVA take-up scenarios  500 5,000 50,000 500,000 

2 Total inbound calls (line 1 x 29%)  145 1,450 14,500 145,000 

3 Call centre costs (line 2 x $6.20) $ 899 8,990 89,900 899,000 

4 Additional billing line (line 1 x $0.05)  25 250 2,500 25,000

5 Total costs  $ 924 9,240 92,400 924,000 

6 Cost per IVA (line 5/line 1)   $1.85 $1.85 $1.85 $1.85 

 

Union incurred additional costs to make some modest changes to the Banner system and 

Unionline, its online transactional system, to accommodate the IVA functionality.  These 

costs were included in Union’s estimate of the capital costs required to implement GDAR 

Phase 1. These same costs were approved by the Board for inclusion in rates as part of 

the EB-2005-0520 rates proceeding. 

 

 

 

 

 

 



 
Ontario Energy  
Board  
P.O. Box 2319 
27th. Floor 
2300 Yonge Street 
Toronto ON M4P 1E4 
Telephone: 416- 481-1967 
Facsimile:   416- 440-765  6
Toll free: 1-888-632-6273 
 

 
Commission de l=énergie 
de l=Ontar o i
C.P. 2319 
27e étage  
2300, rue Yonge 
Toronto ON M4P 1E4 
Téléphone;   416- 481-1967 
Télécopieur: 416- 440-7656 
Numéro sans frais: 1-888-632-6273 
 

 

 
 

BY EMAIL 
 
March 16, 2007 
 
Mike Packer 
Director, Regulatory Affairs  
Union Gas Limited 
50 Keil Drive North 
Chatham ON   N7M 5M1 
 
 

Re: Union GDAR - Invoice Vendor Adjustment (IVA) Fee  
 
We make reference to your letter of February 14, 2007 concerning Union’s intention to 
charge a GDAR–related services fee identified as the Invoice Vendor Adjustment or IVA 
fee. 
 
Union must apply under section 36 of the Ontario Energy Board Act, 1998 and obtain a 
Board order approving such a fee before commencing to charge it.  The application must 
include supporting evidence illustrating the basis for the fee, the assumptions used in 
deriving the fee and how the fee will be applied in practice.  
 
Once the Board has received a complete application, it will commence a proceeding to 
review the fee.  
 
 
Yours truly, 
 
Original Signed By 

 
 

Peter H. O’Dell 
Assistant Board Secretary 

 
c. Dave Matthews, Direct Energy 
 Nola Ruzycki, OESLP 
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