
 
 
 
August 12, 2014 
 
 
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-2014-0012 – Union Gas Limited – Hagar Liquefaction Service Rate 
 
Please find attached Union’s responses to interrogatories specific to the above-noted 
proceeding. 
 
Please contact me at (519) 436-5473 if you have any questions or wish to discuss this 
submission in more detail. 
 
Yours truly, 
 
[Original signed by] 
 
Karen Hockin   
Manager, Regulatory Initiatives 
 
c.c.: EB-2014-0012 Intervenors 
 Mark Kitchen, Union Gas 

Charles Keizer, Torys 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 1 
 
Union on line 13 states, “However, as liquefaction services at Union’s Hagar facility will be 
provided within a regulated regime the use of the LNG could be expanded beyond motor vehicle 
fuel without further regulatory approvals.” 
 
What other commercial uses of Liquefied Natural Gas (“LNG”) does Union see in the future and 
how is this facilitated within a regulated regime? 
 

 
Response: 
 
As evident by the interruptible nature of Union’s proposed L1 service, there is a limited supply 
of LNG available at Hagar.  For example, based on 678,400 GJ per year (Union’s 2018 
liquefaction activity forecast) of LNG available from Hagar, Hagar will be able to provide 
enough fuel for: 
  

200 Class 8 Trucks
OR

30 Mine Vehicles
OR

3 Marine Ships  
 
This limited supply restricts Union’s ability to expand the use of LNG to meet other commercial 
applications such as fuel mining vehicles, remote power applications, marine and/or rail engines. 
Union assumes using LNG to serve other commercial activities would fall outside the regulated 
business.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 4 
 
In its evidence, Union has indicated that it offered a Natural Gas for Vehicles (“NGV”) service 
from 1984 to 2001. NGV was a regulated service offered to automobile refuelling stations and 
fleet operators. 
 
Did Union request a separate rate from the Board for providing the NGV service? If yes, please 
provide details including the Board’s Decision. 
 

 
Response: 
 
No.  Union did not request a separate rate from the Board for providing the NGV service.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 8 
 
On page 8 of its evidence (Exhibit A), Union indicates that the CNG and LNG fuel market is 
being actively pursued in a number of other regulatory jurisdictions in both the United States and 
Canada. 
 
a) Please list the jurisdictions in United States and Canada where a regulatory body has 

determined a rate for a new LNG service through an application or a proceeding. 
 

b) Does Union consider the market for LNG as a competitive market in Ontario? Please 
substantiate your response. 
 

 
Response: 
 
a)  The research conducted by Union was related to rates for Compressed Natural Gas (CNG) 

and LNG services. 
 
Regarding Canadian jurisdictions: 
 

• In a decision released November 4, 2010 (D-2010-144), the Régie de l’énergie in Quebec 
approved a methodology to calculate the cost billed to an affiliate of Gaz Métro for the 
use of its LNG facility (LSR facility) as part of the activity concerning the sale of LNG. 
 

• In a decision released March 17, 2011 (D-2011-030), the Régie de l’énergie in Quebec 
determined costs that must be allocated to LNG sales (or to the LNG customer) since 
these costs will be deducted from the revenue requirement of the regulated sales activity 
in Québec. 
 

• In its Order No. G-128-11 dated July 19, 2011, the British Columbia Utilities 
Commission rendered its Decision regarding FortisBC Energy Inc’s application for 
approval of a Service Agreement for Compressed Natural Gas Service and for approval 
of General Terms and Conditions for Compressed Natural Gas (“CNG”) and Liquefied 
Natural Gas (“LNG”) Service. 
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• On April 2, 2012, Heritage Gas (Nova Scotia) announced that they had reached 
agreement with Minas Basin Pulp and Power and CKF Inc. of Hantsport to supply 
trucked CNG to their operations in 2013, pending all necessary approvals. 

 
 
Regarding US jurisdictions, based on research conducted in 2012, Union gathered the following 
information: 
 

• In a November 2010 report, the American Gas Association reported that: 
o 17 jurisdictions had a NGV/CNG Rate 
o 10 jurisdictions had Compressor / Filling Facilities included in rate base 

 
http://www.aga.org/our-
issues/RatesRegulatoryIssues/ratesregpolicy/ratedesign/Pages/NaturalGasVehicleCompre
ssedNaturalGasRates(November2010).aspx 

 
• Atlanta Gas Light received approval from the Georgia Public Service Commission in 

November 2011 for a plan to support the development of a network of privately owned 
compressed natural gas (CNG) fuelling stations in Georgia and issued a Request for 
Proposals (RFP) for interested parties to participate. 

 
• Questar Gas, which delivers natural gas in Utah, Wyoming and Idaho, owned and 

operated 29 public CNG stations with more planned for 2012. 
 

• Citizens Gas received approval from the Indiana Utility Regulatory Commission on June 
16, 2010 to establish Gas Rate No. 40 – Liquefied Natural Gas Service to facilitate the 
sales of LNG as a vehicle fuel to Flatiron Power Systems under a pilot program to end on 
September 12, 2012. 

 
• Chesapeake Utilities (Delaware) offers a Natural Gas Vehicle Service (Rate NGV) for its 

New Castle, Kent & Sussex counties. 
 

• Columbia Gas of Pennsylvania offers a NGV Rate where customers may elect Firm Sales 
Service, Interruptible Sales Service or Distribution Service. 
 

• Integrys Peoples Gas of Illinois provides a compressed natural gas service (Service 
Classification No.8). 
 

• Laclede Gas of Missouri offers a Vehicular Fuel Rate to customers. 
 

• CenterPoint Energy of Texas offers a Small Commercial Firm Service (SCS-1-I) 
schedule to any natural gas vehicle fuelling facility, open for use by the general public. 

http://www.aga.org/our-issues/RatesRegulatoryIssues/ratesregpolicy/ratedesign/Pages/NaturalGasVehicleCompressedNaturalGasRates(November2010).aspx
http://www.aga.org/our-issues/RatesRegulatoryIssues/ratesregpolicy/ratedesign/Pages/NaturalGasVehicleCompressedNaturalGasRates(November2010).aspx
http://www.aga.org/our-issues/RatesRegulatoryIssues/ratesregpolicy/ratedesign/Pages/NaturalGasVehicleCompressedNaturalGasRates(November2010).aspx
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• Connecticut Natural Gas offers a Natural Gas Vehicle Interruptible Rate where the rate is 

established monthly by the company. 
 

• Consolidated Edison Company of New York offers a Natural Gas Vehicle Service rate 
(Schedule 14) 
 

• Narrangansett Electric Company d/b/a National Grid (Rhode Island) had a Natural Gas 
Vehicle Service Rate (Rate 70) which was eliminated as of May 7, 2012. 
 

• Southwest Gas of Arizona offers a Gas Service for Compression on Customer’s Premises 
rate schedule (No. G-55). 
 

• Florida City Gas offers a Natural Gas Vehicle Service. 
 

• In 2013, Intermountain Gas Company (Idaho) received approval from the Idaho Public 
Utilities Commission to sell excess LNG capacity from its Nampa LNG facility for non-
utility use. 
 

• Kansas Gas Service of Kentucky offers a Compressed Natural Gas General 
Transportation Service. 
 

• National Fuel Gas (New York) offers a Natural Gas Vehicle Rate (Service Classification 
No. 7) to customers using either company-supplied or customer-supplied filling facilities. 
 

• National Fuel Gas (Pennsylvania) offers a Natural Gas Vehicle Service. 
 

• New Jersey Natural Gas offers a Natural Gas Vehicle Service under Non-firm Gas 
Services. 
 

• New Mexico Natural Gas offers an Alternative Vehicle Fuel (Rate 39). 
 

• The Northern Indiana Public Service Company (NIPSCO) offers a LNG service rate that 
was designed primarily to develop a market for use of LNG in its liquefied form as 
vehicle fuel. 
 

• PECO Energy (Pennsylvania) offers both a Motor Vehicle Firm (Rate MV-F) and 
Interruptible (MV-I) rate. 
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• Pacific Gas and Electric offers a Natural Gas Service Core (NGV1) for customers 
providing fuel on their premises and Non-core service (NGV2). 
 

• Philadelphia Gas Works offers a Liquefied Natural Gas Service Rate (Rate LNG) which 
is associated with transportation of LNG via truck from PGW’s LNG facilities. 
 

• Piedmont Natural Gas (North Carolina) offers a Natural Gas Vehicle Fuel Rate (Schedule 
142). 
 

• San Diego Gas and Electric offers natural gas for motor vehicle fuel service (G-NGV) 
and a natural gas service for home refuelling of motor vehicles (G-NGVR). 
 

• The Southern California Gas Company (SoCalGas) Compression Services Tariff (GO-
CMPR) is a non-residential, optional tariff service for customers that allows SoCalGas to 
plan, design, procure, construct, own, operate, and maintain compression equipment on 
customer premises to meet pressure requirements as requested by the customer and 
agreed to by SoCalGas. 
 

• South Jersey Gas (New Jersey) offers a Natural Gas Vehicle Service to commercial and 
industrial customers who utilize natural gas for the purpose of providing vehicle fuel at 
Company-operated fuelling stations or at separately metered customer-operated fuelling 
stations. 
 

• Peoples Gas (Tampa) offers a Natural Gas Vehicle Service (Rate NGVS) for gas 
delivered to any Customer through a separate meter for compression and delivery 
(through the use of equipment furnished by Customer) into motor vehicle fuel tanks or 
other transportation containers. 
 

• Texas Gas Service Company offers a Compressed Natural Gas Service (Rate Schedule 
CNG-1) which is available to any customer for usage where customer purchases natural 
gas which will be compressed and used as a motor fuel. 
 

• Indiana Gas Company’s (Vectren North) Natural Gas Vehicle Service (Rate 229) 
schedule applies to both company-owned and customer-owned NGV facilities. 
 

• Southern Indiana Gas and Electric’s (Vectren South) Natural Gas Vehicle Service (Rate 
129) applies to the provision of (1) gas sales service to a customer-owned and operated 
CNG facility for the express purpose of converting such natural gas to CNG to fuel 
natural gas vehicles, or (2) the sale of CNG to any customer from company-owned and 
operated CNG facilities to fuel natural gas vehicles. 
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• Washington Gas Light Company (District of Columbia) offers a Developmental Natural 
Gas Service rate (Schedule No. 4) where service is available to a limited number of 
applicants in the District of Columbia service area for the sale of compressed gas and for 
the sale or delivery of gas to be used as Compressed Natural Gas (CNG) to fuel a vehicle 
or vehicles, to any customer who shall by contract agree to the terms for service at 
refuelling facilities operated at either Company or customer locations. 
 

• Wisconsin Gas offers a Natural Gas Vehicle Service Rate (Schedule X-130) for provision 
of natural gas to customers who have natural gas compression facilities for fuelling 
natural gas vehicles. 
 

• Yankee Gas (Connecticut) offers an Interruptible Natural Gas Vehicle Service (Rate 
NGV) to any customer requiring natural gas as a motor fuel for vehicles employed in 
fleet, car pool, public and private transportation, or other motor vehicle operations. 

 

b)  Yes. Union does consider the market for LNG as a transportation fuel competitive.  At the 
same time, the LNG for vehicle transportation market is an emerging market, one that is 
expected to develop gradually over the next several years. There are currently two LNG 
wholesalers operating in Ontario, Gaz Metro Transport Solutions (GMTS) and ENN Canada.  
Both will source LNG from the most economical supply available looking at the total 
delivered cost including the natural gas price, liquefaction charges, and transportation costs.  
Union is also aware of two other parties looking at locating LNG refuelling facilities or 
transportation assets to serve the Ontario market. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 10 
 
In its evidence, Union has indicated that it has had discussions with several parties looking to 
enter Ontario’s LNG distribution market. 
 
a) Please provide a list of all LNG wholesalers in Ontario. 

 
b) Does Union expect to provide LNG service to wholesalers that are located outside Ontario? 

 

 
Response: 
 
a) Please see the response to Exhibit B.Staff.3 b). 

 
b) Although Union is not currently pursuing opportunities outside Ontario, there is nothing that 

would prevent Union from providing LNG service to parties located outside Ontario. 
 



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Staff.5  
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 11 
 
Union has provided a map showing the Sudbury Lateral Pipeline System. Please provide a map 
of the Hagar facility that shows all housing and other commercial entities within a square km. of 
the facility. Also, please provide the number of people living or working within one square km.  
 
 
Response: 
 
The attached map (Attachment 1) details an approximate 1 km radius centered around the Hagar 
facility.  Attachment 2 shows the residents located along Northern Central Road within this same 
general radius area.  Union estimates there are 40 people living in the area shown in Attachment 
2. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 15 
 
Union has indicated that it will provide liquefaction service under a new Rate L1 rate schedule. 
How does Union intend to proceed if it does not received approval from the Board to charge a 
regulated rate but does receive approval to provide the new service? In other words, Union 
would be free to charge a market or unregulated rate for the new LNG service. 
 
 
Response: 
 
The primary purpose of the Hagar facility is for system integrity needed to support regulated 
operations. There is no change to this purpose or operations as a result of this application. The 
proposal to provide a small amount of interruptible LNG service is a form of asset optimization 
which will ultimately benefit ratepayers upon rebasing. During the IRM term, the interruptible 
service and revenue will contribute to regulated earnings, and may affect earnings sharing. For 
LNG that is used exclusively as a transportation fuel and is therefore subject to regulatory 
exemption, a new stand-alone plant investment and related services would not be regulated. This 
is not the case with the Hagar facility. For LNG that is used for purposes other than 
transportation (i.e. non-exempt), a new stand-alone plant investment and related services should 
be subject to competitive market and regulatory forbearance determinations.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
Reference:  Exhibit A / Tab 1 / Page 20 
 
Union has indicated that it will invest an estimated $8.7 million in capital costs to increase 
storage capacity and facilitate the dispensing of LNG into tanker trucks.  
 
a) Please confirm whether Union intends to add the capital costs to rate base at Union’s next cost 

of service proceeding.  
 

b) Please provide the estimate capital costs that will be added to rate base in 2019. 
 

c) Please provide the return on rate base that Union will be able to include in the revenue 
requirement in 2019 as a result of this addition. Please use the current Board approved ROE to 
estimate the return. 
 

d) What will be the estimated net revenue in 2019 from the additional services proposed by 
Union in this application? 
 

 
Response: 
 
a) Confirmed.  Union will add the capital costs to rate base when the proposed facilities are 

deemed to be in-service.  These facilities will be included in Union’s forecasted rate base at 
its next cost of service proceeding. 
 

b) Union estimates that approximately $7.5 million will be added to rate base in 2019 as a result 
of Union’s proposed capital investment of $8.7 million at Hagar.  

 
c) Using the 2013 Board-approved return of 7.32%, the return on rate base in 2019 is estimated 

to be $0.550 million ($7.5 million net plant x 7.32%). 
 

d) Union does not have a forecast of the 2019 net revenue associated with the proposed 
liquefaction service.   

 
 Based on Union’s proposed liquefaction rate of $5.096/GJ and forecasted 2018 liquefaction 

activity of 678,400 GJ, Union is forecasting approximately $3.5 million in liquefaction 
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revenue in 2018.  This figure represents the best available forecast of liquefaction revenue 
beyond 2018.   

 
 Union will forecast 2019 liquefaction revenue as part of its next cost of service proceeding. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
 
Reference:  Exhibit A / Tab 1 / Page 22 
 
Union has forecasted an expenditure of $500,000 in 2015 for a one-time upgrade to the 
municipal road entering the Hagar LNG facility. 
 
a) How does Union propose to recover the $500,000 expenditure to upgrade the road? Will this 

expenditure be added to the incremental capital cost? 
 

b) How many LNG trucks are estimated to use the Hagar facility for each of the years - 2016, 
2017 and 2018? 
 

c) Please indicate whether there would be a significant increase in traffic as a result of the 
additional truck movements in the area around the Hagar facility. 
 

 
Response: 
 
a) Union will recover the $500,000 expenditure for a one-time upgrade to the municipal road 

entering the Hagar LNG facility in the proposed liquefaction rate.   
 
 No.  This expenditure will not be added to the incremental capital costs.  The $500,000 

expense is included in the forecast of 2015 incremental O&M costs of $621,000.  Please also 
see Exhibit A, Tab 1, page 21, Table 4, line 4.   

 
b)  The table below shows the number of trucks per year and per day as well as how these totals 

correlate to forecast liquefaction sales activity. 
 

2015 2016 2017 2018
Forecast (GJ) 67,840       339,200       576,640       678,400       
# trucks/year 68               340               577               679               
# trucks/day 0.6              1.0                2.0                3.0                

assumes 1,000 GJ/truck
assumes 5 day/week loading  
 



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Staff.8
 Page 2 of 2 
                                                                                           
 
c)  In Union’s view, this will not result in a significant increase to traffic in the area.  As shown 

in response to part b) above, the maximum number of trucks at peak liquefaction sales is three 
per day by 2018. Large trucks are currently making deliveries approximately two to three 
times a month in and out of a commercial sheet metal business which operates on the same 
road as the Hagar facility.  There is also a horse farm on Northern Central Road which uses 
large trailers to move hay up and down the road.  Two garbage trucks per week travel up and 
down the road and on occasion there are logging trucks and dump trucks that also use 
Northern Central Road. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
 
Reference:  Exhibit A / Tab 2 / pages 17-19 
 
Union is forecasting an average of 416,000 GJ per year of interruptible liquefaction activity from 
September 2015 to December 2018. 
 
In its new Rate L1 rate schedule, Union has proposed two rates: an interruptible rate of 
$5.096/GJ and a short-term rate (one year or less) of a maximum $15/GJ.  
 
Please provide the annual breakdown in volumes that Union has forecasted to sell under the 
interruptible rate of $5.096/GJ and the short-term rate of $15/GJ. 
 
 
Response: 
 
Union has forecast to sell all volumes at the proposed interruptible rate of $5.096/GJ. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
 
Reference:  Attachment A, KPMG Report, “Identification of Liquefaction Service Costs”,  
   page 2 
 
The report indicates that once the storage tank has been filled, almost all of the liquefaction 
capacity will be available for other purposes until the next refill cycle has started. 
 
Please provide the liquefaction activity (volumes) for the Hagar LNG facility for each of the 
years 2009-2013 inclusive.  
 
 
Response: 
 
The following volumes have been liquefied to either replace LNG vapourized for a system 
integrity event or LNG lost due to boil-off.  
 

Year Annual Liquefaction Volume, GJ 
2009 104,823 
2010 115,958 
2011 133,812 
2012 104,055 
2013 90,616 

2014 (YTD) 0 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
 
Reference:  Attachment A, KPMG Report, “Identification of Liquefaction Service Costs”,  
   page 2 
 
The report in Section C, “General Approach” recommends that LNG wholesalers should absorb 
any of the incremental costs associated with providing the new liquefaction service. These 
include any variable costs associated with additional LNG production. 
 
Please confirm that the new rate class “L” will be allocated all costs for incremental production 
of LNG including all variable costs. 
 
 
Response: 
 
Confirmed.  All incremental capital and O&M costs (including variable costs) associated with 
the provision of Union’s liquefaction service have been allocated to Rate L1 and will be 
recovered in the proposed liquefaction rate. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Board Staff 

 
 
Reference:  Attachment A, KPMG Report, “Identification of Liquefaction Service Costs”,  
   page 6 
 
The report indicates that in recent years, the plant has not been fully cycled and the LNG storage 
tank has remained full, or nearly full, throughout the course of the year. It is assumed that once 
Union introduces the new service, liquefaction activity would increase significantly at the Hagar 
location. Considering that historically, liquefaction activity for system integrity would be 
minimal or non-existent until the next refill cycle, how does Union propose to deal with costs 
related to liquefaction activity increasing significantly as a result of the new service?  
 
How will Union ensure that the allocation of indirect OM&A costs takes into account the fact 
that liquefaction, maintenance costs and general traffic at the facility will increase 
disproportionally as a result of offering the new service; a service that operates throughout the 
year as compared to the current state of providing system integrity service on certain occasions? 
 
 
Response: 
 
As described in Union’s response to Exhibit B.Staff.11, all forecasted incremental capital and 
O&M costs (including variable costs) will be recovered in the proposed liquefaction rate.  In 
addition, the proposed liquefaction rate is intended to make a contribution towards the recovery 
of 2013 Board-approved Hagar liquefaction and storage costs and Union North distribution 
costs, which include indirect OM&A costs. 
 
As part of its next cost of service proceeding, Union will include the new Rate L1 rate class in its 
cost allocation study consistent with the cost allocation methodologies proposed in this 
application.  This approach will ensure that the Rate L1 rate class is allocated the costs 
associated with the provision of the liquefaction service, based on the forecasted level of activity, 
including indirect OM&A costs. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
Page 1 - What are the other uses of the LNG proposed to be provided to wholesale distributors at 
Hagar? 
 

 
Response: 
 
Parties who expressed interest in the proposed service indicated the LNG would be used mainly 
for vehicle fuel as well as some power production.  For additional detail, please see the response 
to Exhibit B.Staff.1. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
Page 5 – Please provide a copy of the document, The Natural Gas Use in the Canadian 
Transportation Sector Deployment Roadmap. 
 

 
Response: 
 
Please see Attachment 1 for a copy of the Natural Gas Use in the Canadian Transportation Sector 
Deployment Roadmap.  This document is found at the following link: 
 
http://www.nrcan.gc.ca/sites/www.nrcan.gc.ca/files/oee/pdf/transportation/alternative-
fuels/resources/pdf/roadmap.pdf 
 

http://www.nrcan.gc.ca/sites/www.nrcan.gc.ca/files/oee/pdf/transportation/alternative-fuels/resources/pdf/roadmap.pdf
http://www.nrcan.gc.ca/sites/www.nrcan.gc.ca/files/oee/pdf/transportation/alternative-fuels/resources/pdf/roadmap.pdf
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
Does Union have Agreements signed with each of the six parties that responded to the RFI?  
From how many?  Please file copies of the Precedent Agreements. 
 

 
Response: 
 
There are no signed agreements in place at this time. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
Please provide a map that shows the custody transfer point from TCPL to the Hagar plant. 
 

 
Response: 
 
The map below shows the custody transfer points between Union and TCPL.  Union 
interconnects with TCPL at North Bay and Marten River.  Hagar does not connect directly to 
TCPL and is approximately 70km downstream of both of Union’s North Bay and Marten River 
interconnects with TCPL on the Sudbury Lateral Pipeline system.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
In addition to the "Roadmap", please file any other studies or analyses that Union used in the 
formulation of its plans for the proposed LNG fuel business. 
 

 
Response: 
 
In addition to the Roadmap and discussions with other industry participants, Union is a member 
of the Canadian Natural Gas Vehicle Alliance (“CNGVA”) and the Natural Gas Vehicle 
Working Group of the Energy Solutions Center.  The Ontario truck market consists of 
approximately 90,000 Medium Duty Vehicles and 106,000 Heavy Duty Vehicles (“HDV”) that 
consume the equivalent of 3.1 billion m3 of natural gas annually.  The fleet is renewed by the 
addition of approximately 8,000 new Class 81 vehicles each year that could be natural gas (LNG 
or CNG) powered.  In addition, there is a greater number of out of province registered HDV’s 
that travel along the 401 corridor (48,000 truck trips per week between Montreal and Toronto) 
that require a source of fuel.    
 
Union continues to work with other market participants through the CNGVA and others to 
address those barriers that are preventing LNG adoption.  These barriers include the following.  
 
a)   Lack of codes and standards focused on the use of LNG.  
 
 Through the 1990’s, a significant volume of work was completed to develop complete codes 

and standards for compressed natural gas and its use as a vehicle fuel.  This body of work is 
largely intact today but there is very little work that has been completed on the same codes 
and standards as they apply to LNG.  Updates need to be developed and accepted for 
Refuelling Stations, Vehicle installation Codes (B108 & B109), trade measurement of LNG, 
as well as updates to CSA Z276 (primary code for LNG plant equipment). To this end, the 
CNGVA working with NR Can and other market participants has established a broad working 
group and several technical advisory groups to work on this development. 
 

                                                 
1 Class 8 – gross vehicle weight rating anything above 33,000lbs (14,969 Kg). These vehicles include most tractor 
trailer trucks. (source Government of Canada – Heavy duty vehicle and engine greenhouse gas emission 
regulations).  
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b)   Cost premiums for LNG equipment  

 
 As a developing market, there is a premium cost associated with natural gas fuelled trucks.  

This is from the engine manufacturer, to the fuel tank suppliers and through to the OEM 
vehicle manufacturer.  For example, each LNG fuel tank adds approximately $20,000 to the 
cost of an LNG fuelled Class 8 tractor.  Engine premiums add an additional $20,000 to 
$30,000 to the overall cost.  With two tanks per tractor, this adds up to $70,000 (additional 
60%) to the cost of a Class 8 tractor.  Very closely associated with this premium is the 
expected payback the carrier can expect.  Even with overall fuel savings of 30% – 40%, the 
projected payback can be up to four years, depending on service, annual mileage, etc.   
 

 Large fleet operators routinely keep tractors for five to seven years and they are then resold to 
the used vehicle market.  There is a risk that the operators may not be able to recoup the 
expected resale value of the units, if the market does not develop as projected. 
 

c)   Availability of approved OEM products   
 

 At the present time, there is one engine supplier to the OEM market, Westport Cummins.  
They have developed dedicated natural gas engine options covering a broad range of 
applications up to 400 HP.  They are the dominant supplier in this market.  In September 
2013, Westport Innovations, a supplier of duel fuelled LNG engines ceased production of 
their higher horsepower, 15L engine leaving a void in the available market technology. 
(http://www.truckinginfo.com/channel/fuel-smarts/news/story/2013/10/westport-dropping-15-
liter-lng-engine-for-north-america.aspx). Other manufacturers have competitive products in 
development or under trial, but the development of the LNG market has been delayed.   
 

 An alternative to new equipment is the use of after-market conversion products for existing 
diesel equipment.  There are several options available but few are approved for use in Ontario.  
Their deployment needs to be closely monitored to ensure they meet the environmental 
standards expected.   
 

d)   A lack of refuelling infrastructure options and market participants 
 

 As stated in the response to Exhibit B.CME.6, there are only three refuelling stations in 
Ontario today and one is a private, single user facility.  It is always described as the “chicken 
and the egg” dilemma when this market is reviewed.  Without refuelling infrastructure, users 
will not invest in LNG equipment, and without consumers, companies are reluctant to invest 
in refuelling facilities.  Development of the infrastructure will require market participants 
willing to invest in marginal projects until demand matches the supply. 

 
 

http://www.truckinginfo.com/channel/fuel-smarts/news/story/2013/10/westport-dropping-15-liter-lng-engine-for-north-america.aspx
http://www.truckinginfo.com/channel/fuel-smarts/news/story/2013/10/westport-dropping-15-liter-lng-engine-for-north-america.aspx
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-1-1 
 
a) When did the Board give Union interim and final approval to research, pursue, and proceed 

with the business including seeking necessary regulatory approvals?  When did Union first 
seek approval of its Board to pursue the LNG fuel business at Hagar? 
 

b) When did it obtain final approval of its Board to proceed? 

c)  Please provide a copy of any of Union's business submissions to its Board, or the Sempra 
Board, for approvals to investigate, and to launch, the LNG initiative. 
 

 
Response: 
 
a)  Projects of this scale do not require Spectra Board of Director approval as they are within the 

authority of the Union Gas executive.  Union’s executive supported developing a deeper 
understanding of the market and the role Hagar could play in Q1 2013.  In Q4 of 2013, 
Union’s executive supported filing an OEB application for an approved rate and conducting a 
non binding open season to determine market interest.   

 
b) N/A 
 
c) N/A 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-2-19 
 
Please provide the basis for Union's forecast of 416,000 GJ/year of interruptible liquefaction 
activity from September 2015 to December 2018. 
 

Response: 
 
Please see the response to Exhibit B.Energy Probe.10.  The 416,000 GJ/year is an average of the 
years shown at Exhibit A, Tab 2, Schedule 5, line 9.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A-2-21 
 
Union estimates that the interruptible liquefaction service will generate approximately $2.1 
million per year.  If that amount is not sufficient to provide the utility return on the costs 
assigned or allocated to the liquefaction business, will Union be inputting revenue for the 
difference, so that the shareholders will assume the underperformance risk?  Please discuss fully. 
 

Response: 
 
No, Union will not be imputing revenue if the $2.1 million per year in forecasted revenue is not 
sufficient to generate a utility return.  Based on Union’s current forecast of revenues and costs, 
including a utility return on rate base, Union’s project is economic.   
 
During Union’s 2014-2018 IRM term, Union is assuming risk with the development of the 
interruptible liquefaction service.  Specifically, Union is taking the risk on any cost overruns 
associated with the forecasted capital investment and the volume risk associated with the 
forecasted level of liquefaction activity.  Should the costs of the capital investment exceed the 
forecast of $8.7 million or the level of liquefaction activity fall below the average annual forecast 
of approximately 415,000 GJ per year, Union’s utility earnings will be reduced. 
 
The forecasted revenues and costs associated with the liquefaction service will also be subject to 
a full review during Union’s next cost of service proceeding. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
a) Page 1 - Please provide the justification for Union's comment at line 13 that "However, as 

liquefaction at Union's Hagar facility will be provided within a regulated regime the use of 
LNG could expand beyond motor vehicle fuel without further regulatory approvals". 

b) Why does Union make the statement as part of this evidence? 
 

Response: 
 
a) – b) As stated in Union’s evidence (Exhibit A, Tab 1, p. 1), the primary use of the LNG in the 

context of this application is a vehicle transportation fuel.  The wording, “However as 
liquefaction at Union’s Hagar facility will be provided within a regulated regime the use of 
LNG could expand beyond motor vehicle fuel without further regulatory approvals.”, was 
included to ensure all parties, including the Board, were aware that although Union is seeking 
Board-approval for the liquefaction service as a regulated activity, there may be examples 
where the use of LNG can be expanded beyond motor vehicle fuel without requiring further 
regulatory approval.  Such examples include power generation (ie. mining operations in 
remote areas); in industry for steam generation and to feed combined heat and power 
facilities; and, for domestic and commercial use.  
 

 For additional background, please see the response to Exhibit B.Staff.6. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 6 - Please provide the calculation to support the statement at line 13, page 6 re: LNG 
competitiveness with diesel. 
 

Response: 
 
At current natural gas prices, LNG is approximately 30% to 40% less costly than diesel on an 
energy equivalent basis. 
 
The comparison in the following chart is built up using actual data and several assumptions on 
delivery costs, recovery of capital and usage.  In addition, large consumers of diesel do not pay 
the “retail pump price” but rather a negotiated rate with the refiner. 
 

$/GJ $/DLE
Gas Year Nov14/Oct15 - Empress (Enerdata - July 27/2014) 3.635$     0.132$     
TCPL tolls to NDA (including Fuel) 1.411$     0.051$     
Liquefaction Tolls 5.096$     0.185$     
Wholesale Price (FOB Hagar) 10.14$     0.367$     
LNG Transportation Cost (300 km) 0.100$     
Retail Markup 0.300$     
LNG Cost to Consumer 0.767$     

Diesel Price (MOE Gasoline Report for Week ended July 21, 2014) 1.289$     

Savings 40%  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 6 - What would the reduction of net CO2 emissions in Ontario by achieving Union's 2015-
18 forecast of LNG production? 
 

Response: 
 
According to Environment Canada, the emission factors for the National Inventory Report 
(2011) are 2,663 g CO2/litre of diesel and 1,879 g CO2/m3 of natural gas.  On an energy 
equivalent basis, there is approximately 1.02 m3 natural gas per litre of diesel (DLE).  The net 
CO2 reduction is 2663 – (1879 * 1.02) = 746 g CO2 /DLE or 21,034 g CO2 /GJ of natural gas 
(LNG) consumed.   
 
Based on Union’s demand forecast shown in Exhibit A Tab 2 Schedule 5 the net annual CO2 
reductions are: 
 

2015 2016 2017 2018
Demand Forecast GJ 67,840         339,200       576,640       678,400       
CO2 reduction tonne 1,427            7,135            12,129         14,270          
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Please discuss the insurance requirements, including the costs, Union needs to put in place for 
the new business. 
 

Response: 
 
The provision of this service at Hagar falls within Union’s current insurance requirements. Union 
has not forecasted any incremental insurance costs related to this service.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Please provide information on regulatory jurisdictions in Canada and the US that have approved 
"LNG for trucks" businesses: 

a) as part of regulated utility; 

b) as a separate affiliate company. 
 

Response: 
 
a) and b) Please see the response to Exhibit B.Staff.3. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Please explain the calculation of the amount of LNG required at Hagar prior to the peak winter 
season, for system integrity purposes.  Please use specific numbers. 
 

Response: 
 
Union’s total system integrity space required was provided in EB-2011-0210, Exhibit D1, Tab 9 
as 9.7 PJ’s.  Of this amount, the Hagar LNG volume of 0.6 PJ’s (referenced in Exhibit A, Tab1, 
p. 12) was allocated to Union North.  This volume is required to be in place prior to the peak 
winter season in order to ensure 90,000 GJ/d of vapourization capacity (also referenced in 
Exhibit A, Tab 1, p. 12) is available to meet unforeseen operational risks.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 15 - Please confirm the amount by which the new measuring technology will increase the 
estimated storage space in the Hagar tank.  What is the basis for the statement? 
 

Response: 
 
The current tank level gauge allows accuracy of +/- .97 ft = +/- 7,000 GJ’s.  The new radar 
measurement gauge will be accurate to +/-.007 ft = +/- 47 GJ’s.  After rounding, this results in  
Union having an increased working capacity of 7,000 GJ. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
What are the approximate boundaries of the Union NDA? 
 

Response: 
 

 Union’s NDA extends from North Bay, Ontario along the Highway 11 corridor to Hearst, 
Ontario.  Attachment 1 is a map showing the location of the Union NDA. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 18 - What provisions will Union make to supply truck fleet customers who are interrupted?  
Are customers expected to have their own storage facilities? 
 

Response: 
 
Union is not making any provisions to supply fleet customers that are interrupted.  Customers 
will need to manage the risk of interruption in a manner they deem appropriate. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 20 - How is the maximum 1,860 daily delivery to all customers determined? 

 

Response: 
 
At page 19 of Exhibit A, Tab 1, Union states that “On a customer aggregated basis, the sum of 
all daily supplies cannot exceed 1,860 GJ/day.  The 1,860 GJ/day total is based on the total 
annual liquefaction capacity less boil off replacement less an assumed amount of vapourization 
for system integrity needs. The remainder (678,400 GJ as shown at Exhibit B.Energy Probe.10) 
is then divided by 365.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 21- Of the estimated $1.5 million contingency and IDC, how much is each component?  Is 
there a true up, if not all the contingency is used? 
 

Response: 
 
Contingency level of 20% is a pre-determined level of contingency Union applies to all projects 
at this stage of development.  It applies equally to all estimate components. 
 
There is no true up of the forecasted capital investment of $8.7 million.  Union is taking the risk 
on any cost overruns associated with the project during the 2014-2018 IRM term. 
 
Please see the response to Exhibit B.BOMA.8 for additional detail. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A1-T1 
 
Page 22 - What are the TSSA requirements referred to?  Please provide a copy. 
 

Response: 
 
The Hagar plant is registered as R19 with the TSSA.  This requires the plant to be attended as per 
Ontario Regulation 219/01 – Director’s Orders.  A copy is provided at Attachment 1. 



TECHNICAL STANDARDS & 
SAFETY Al m1:1°111'11( 
411 Floor, West Tower 
3300 Illoor Street West 
Toronto, Ontario 

Canada MSX 2X4 

IN THE MATTER OF: 

THE TECHNICAL STANDARDS AND SAFETY ACT 2000, 
S. 0. 2000, c. 16 

- and - 

ONTARIO REGULATION 219/01 made under the 
Technical Standards and Safely Act 2000 
(The Operating Engineers Regulation) 

DIRECTOR'S ORDER 

The Director, of the Operating Engineers Regulation, Technical Standards and Safety Act, 2000, 
S.O. 2000, c. 16, pursuant to his authority as provided for in Section 36 (3) (c) of the Technical 
Standards and Safely Act, 2000, hereby orders the following: 

1. The previous Director's Order varying the Operating Engineers Regulation (219/01) and 
dated June 27th, 2001 is hereby revoked and replaced with the following order. 

2. Effective immediately Ontario Regulation 219/01 (being the Ontario Regulation made under 
the Technical Standards and Safety Act 2000 for Operating Engineers) is hereby varied as 
follows: 

i) 	The definition of dual control boiler is replaced with the following; "dual control 
boiler" means a steam or hot water boiler intended to be operated at high 
pressure or high temperature that is equipped with a control device that allow its 
operation either at high pressure or high temperature or low pressure or low 
temperature and includes a device for recording pressure or temperature. 
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ii) In the definition Temporary Heating Plant in parts (a and b) the reference to BHP 
is replaced with bhp. 

iii) In Section 6 (2) (i) the reference to "the power rating" is replaced with "the 
engine power rating"; 

iv) In Section 9 (2) the reference to "P.L.A.N./3300 X 2" is replaced with 
"P.L.A.N./33000 X 2" 

'Subsection 15 (3) is replaced with "Despite subsection (2), an alternative 
arrangement may be made for replacing the absent person as long as that 
arrangement is consistent with the safe operation of the plant and is approved by 
the Chief Officer"; 

In Section 23 (1) the reference to Sections 39, 40 or 43 is replaced with Sections 
39,42 or 45; 

vii) In Section 24 (2) the reference to Sections 39, 43 or 45 is replaced with Sections 
39, 42 or 45; 

viii) In Section 31 (4) the reference to "use of a registered plant" is replaced with "user 
of a registered plant"; 

In Subsection 42 (3) the reference to subsection 45 (4) is replaced with 
subsection 45 (3); 

x) 	In subsection 43 (1) the reference to "1471 kW (150 BHP, 50 TH)" is replaced with 
"1471 kW (150 blip, 50 TI-I)", the reference to 15 psi (103 kpa) is replaced with 
"15 psi (103 kpa) or less than 212°F (I00°C) and the reference to "(a) a hard 
wired low pressure control device that restricts the operating pressure of the dual 
control boiler to 15 psi (103 kpa); and" is replaced with "(a) a hard wired low 
pressure or temperature control device that restricts the operating pressure of the 
dual control boiler to 15 psi (103 kpa) or temperature to 212°F (100°C)." 

In subsection 43 (2) the reference to "the results obtained from the pressure 
recording device" is changed to "the results obtained from the pressure or 
temperature recording device". 

xii) In Section 45 (1) the reference to Sections 39 and 42 is replaced with Sections 
39 and 45; 

TABLES  

TABLE 1  

xiii) The "Form 1" attached to this Director's Order is added to the regulation before 
Table 1 



xiv) Under the column "To Convert" the following changes are made: 

(a) Alter the word Therm/hour add (TH); 
(b) Alter the word Kilowatt add (kW); 
(c) After the word Boiler horsepower add (bhp); 
(d) After the word Kilowatt add (kW); 
(c) After the word Brake horsepower add (BI IP); and 
(1) After the word kilowatt add (kW) 

TABLE 2 

xv) 	The instructions for use of Table 2 and 3, 4, 5, 6 and 7, attached to this Director's 
Order are added to the regulation before Table 2; 

xvi) 	On Table 2 in Section A under 4h  Class for Limited combined Plant rating (L.V. & 
H.W. boilers excluded) the reference to "<4856 kW-LP" is replaced with "<5005 
kW-LP"; 

xvii) 	On Table 2 in Section A under 4111  Class for Limited combined Plant Rating (L.V. & 
I-1.W. boilers excluded) the reference to "<2403 kW-HP" is replaced with "<2552 
kW-HP"; 

xviii) On Table 2 in Section A under 2nd  Class the words "Limited boiler Plant Rating, 
Unlimited Prime Mover Plant Rating" are replaced with "Limited Boiler Plant 
rating, Unlimited Prime Mover Plant rating." 

xix) 	On Table 2 in Section D under 3rd  Class for Hot Water Boilers the reference under 
Low Temp. to "<23,543 kW (240 bhp 803TH)" is replaced with "<23,543 kW (2400 
blip, 803TH)"; 

xx) 	On Table 2 in Section E under 4 1̀1  Class for Refrigeration the reference to "<149kW 
(200 blip 5TH)" is replaced with "<298 kW (400 BHP, 10TH)"; 

xxi) 	On Table 2 in Section E under 3rd  Class for Refrigeration the reference to "<597 kW 
(800 BHP, 20TH)" is replaced with: 

"R13 and R18 = <597 kW (800 BHP, 20TH) 
R7 = <746 kW (1000 BHP, 25TH)" 

xxii) On Table 2 in Section F under 3'd  Class for Class B Refrigeration Operator the 
reference to "<597 kW (800 BHP, 20TH)" is replaced with: 

"R13 and R18 = <597 kW (800 BHP, 20 TH) 
R7 = <746 kW (1000 BHP, 25 TH)" 



TABLE 3  

xxiii) On Table 3 under Explanatory Notes and Additional Requirements the reference to 
"Certificate Operating Engineer" is replaced with "Certified Operating Engineer". 

xxiv) On Table 3 under Explanatory Notes And Additional Requirements the reference to, 
"A low water tube boiler shall be equipped with the fail sale devices specified in 
Section 39" is replaced with, "A water tube low water volume boiler shall be 
equipped with the rail safe devices specified in Section 39". 

xxv) On Table 3 under Plant Requirements for Registration (C) the reference to 
"ATTENDED — 81IR/DAY OF OPREATION — 4 HI  CI IEF" is replaced with, 
"ATTENDED — 8HR/DAY OF OPERATION — 4T11  CHIEF". 

xxvi) On Table 3 under Plant Requirements for Registration (C) the reference to 
"ATTENDED — 81-IR/DAY OF OPREATION — 2ND  CHIEF" is replaced with 
"ATTENDED — 81-IR/DAY OF OPERATION — 2N0  CHIEF". 

xxvii) On Table 3 under Plant Code B20 the reference to "ATTENDED - 4T11  CHIEF 4T11  
SHIFT" as a plant requirement for registration is replaced with "ATTENDED — 2ND  
CHIEF & 3RD  SHIFT". 

xxviii) On Table 3 under Rating for Plant Code "B23 <3924 (400 blip, 134TH)" is replaced 
with "<3924 kW (400 bhp, 134TH)". 

xxix) On Table 3 under Plant Code B26 the reference to "<294kW (30 BHP 10TH)" under 
rating (B) is replaced with "<294 kW (30 bhp 10TH)". 

xxx) On Table 3 under type of Boiler Plant (A) (to the left of B30) under Hot water boilers 
the reference to "Boiler and systems water content greater than 750 Gal (3410 L) or 
less," is replaced with, "Boilers and systems water content greater than 750 Gal 
(3410 L)". 

xxxi) On Table 3 under type of Boiler Plant (A) (to the left of B29) under hot water boilers the 
reference to "Flooded volume boiler water greater than 150 Gal (682 L) or less," is 
replaced with, "Flooded volume boiler water content greater than 150 Gal (682 L)". 

Addendum to Table 3: 

xxxii) On Table 3 reference to Table 3 (cont) is changed to addendum to Table 3. 

xxxiii) "In the event steam boilers systems water capacity of 750 Imperial Gallons (3401 L)," 
is replaced with "In the event steam boiler systems water capacity of 750 imperial 
gallons (3410 L)." 



Table 4 

xxxv) On Table 4 under Plant Code P4 the reference to "<7kW (10 blip, 25TH)" under rating 
(B) is replaced with "<7 kW (10 BHP, 25TH)". 

xxxvi) On Table 4, under Requirements (C), in the vertical columns the word "Registration" is 
changed to "Registered". 

Table 5  

xxxvii) Under Explanatory Notes the reference to operator is changed to Operator. 

Table 6 

xxxviii)On Table 6 Explanatory Notes the reference to "Compressor Operator Certificate of 
Qualification are not" is replaced with "Compressor Operator Certificate of 
Qualification is not". 

xxxix) On Table 6 under Explanatory Notes and Additional Requirements the reference to 
"Plants R 9, R 13, R 14 may have guarded controls applied in order to allow operator 
attendance as prescribed in Sections 23-24" is replaced with "Plants 
R 9, R 14, R 18, R 19, R 22 may have guarded controls applied in order to allow 
operator attendance as prescribed in Section 23-24". 

xl) On Table 6 the enclosed Plant Codes R 15 — R 22 are added to the Table. 

Table 8  

xli) On Table 8 under Minimum Plant Size Code and Service Time in the time column beside 
Code B24 for First Class, the reference to "move than 6 m of total" is replaced with 
"not more than 6 m of total 

xlii) On Table 8 under Minimum Plant Size Code and Service Time in the time column beside 
Code B24 for Second Class, the reference to "total as chief" is replaced with "total". 

xliii) Under exemptions to Practical Qualifying Time Experience Training Course Practical 
Time Reduction (see B) "24 months" is replaced with "24 hours". 

xl iv) 	The chart code requirements for Table 8 is replaced with the "Instructions for Use of 
Table 8" which is attached to this Director's Order. 



2. The form a Testimonial of Qualifying Experience referred to in Section 33 of Ontario Regulation 
219/01 shall be in the form attached to this Director's Order as Form I. 

Dated at Toronto this 3' day of February, 2003 

ORIGINAL SIGNED 

John W. B. Coulter 
Chief Officer, Operating Engineers Regulation 
Technical Standards and Safety Act 



Form I 

icc//)iica/ Standar& anc/Safriv..t, r, 2000 

til'IMONIAL OF QUALIFYINti 1,NITRINNICE 

Company Name 	  

Company Address 	  

Plant Registration NO. 	  Total kW Rating 	  

Type of Plant 	  

This will certify that 	  
(Print name of person receiving experience) 

was engaged as a 	  
(Position held Operating Engineers, Operator or Operating Assistant) 

in the operation of the indicated registered plant equipment from 	 to 

(Date) 

	  and has attained a total 	  full time equivalent 

(Date) 
	

(No. of It 

months training and/Or operating time experience required lor 	  class certification. 

(Class of Certificate Desired) 

REGISTERED 

EQUIPMENT 

EXPERIENCE 

REGULATIONS 

DESIGNATED 

EQUIPMENT CODE 

REGISTERED 

KW POWER 

RATING 

EXPERIENCE TIME 

OPERATING MAINTENANCE ACADEMIC 

Days Weeks Mths Days Weeks Mills Months 

Boilers 

Steam Prime Movers 

Compressors 

Refrigeration 

Steam Traction 
Hours Hours Hours 

An official testimonial letter from the approved course authority indicating a passing completion of the course must support qualifying time credit 
for academic courses. 

Boiler operation is mandatory for Operating Engineers and Steam Traction Operators 

As the applicant for certification as a 	  Icertify  
(Class of Certificate Desired) 

that my indicated plant equipment, experience and academic time testimony is true and correct. 

(Applicant's Signature) (Date) 

As the 	  Certificate Class 	 Number 	  of 

(Chief Operating Engineer/Operator or Company Official) 

Registered Plant R- 	  I 	  certify that the information provided on this testimonial of service 

(Print Name) 
relating to operating and maintenance experience is true and correct and I recommend that 	. 	 be granted 

the requested certificate. 	 I 114)i/1(ln/ Altillle) 

(Signature) 
	

(Date) 	 (Telephone) 



OPERATING ENGINEERS REGULATION 

CHIEF OPERATING ENGINEERS AND CHIEF OPERATORS 
CERTIFICATE OF QUALIFICATION 

LIMITED PLANT OPERATING AUTHORITY 

INSTRUCTIONS FOR THE USE OF TABLE 2  

Sections A-B-C-D-E have been column aligned to indicate the Limited Operating 
Authority of a specific class of Operating Engineer, 1st, 2nd, 3rd, 4th, relative to the 
combined energy items [excluding low water volume water tube boilers (LV) and hot 
water boilers (HW)] in Section (A) and the specific energy items Steam Boilers (B), Low 
Water Volume Water Tube Boilers (C), Hot Water Boilers (D) and Steam Prime Movers 
- Compressors - Refrigeration (E). 

Limited operating authority when using L.V. or H.W. boilers, add column C or D to E 
rather than B. 

Each energy item B-C-D-E is restricted within a max >, min < kW, high pressure 
(HP), low pressure (LP) or temperature range for each class of Operating Engineer. 

In order to determine the Limited Operating Authority of any Operating Engineer one 
simply observes the power or temperature limits designated in the vertical columns below 
the Operating Engineer Classification. 

The separate boxes (F) for Compressor Operator, Class B and A Refrigeration Operator 
and Steam Traction Operator clearly present the Limited Plant Operating Authority of 
each class. 



OPERATING ENGINEERS REGULATION 

PLANT REQUIREMENTS FOR REGISTRATION 

INSTRUCTIONS FOR USE OF TABLES 3 — 4 — 5 — 6 - 7 

Type of Plant (Column A) presents the type of energy item plant (Boiler, Steam Prime 
Mover, Compressor, Refrigeration, Traction) and the technical conditions related to its 
plant Registration. 

Rating (Column B) presents the range of kW energy ratings of the item in A. 

Plant Requirements for Registration (Column C) presents the range of operating 
requirements which will apply to a specific kW energy rating as presented in column B 
relative to the Type of Plant as presented in column A. 

Type of Plant "A" + rating "B" = Plant Requirements for Registration "C." 

The Plant Code within Column C allows a convenient locator and reference to a specific 
type of registered or unregistered plant. The prefix before the code number indicates 
the type of plant. ("B" = Boilers, 

= Steam Prime Movers, "C" = Compressors, "R" = Refrigeration, "T" = Traction). 
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REFRIGERATION PLANTS REGISTRATION REQUIREMENTS 
TABLE 6 

PLANT TYPE (A) IS POWER RATED (B) TO DETERMINE REGISTRATION REQUIREMENT (C) 
EXPLANATORY NOTES AND ADDITIONAL REQUIRENIEN I'S PLANT REQUIREMENTS FOR 

REGISTRATION (C)  
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TYPE OF PLANT REFR1GERATON 
PLANT (A) 

RATING & REFR1GERATON 
CAPACITY (B) 

BuiLT UP PLANT 
< 22 kW (30 BHP, 0.76TH) RIO V V 
> 22 kW (30 131IP, 0.76 T11) 
< 149 kW (200 BLIP, 5T1 l) R I 1 V VVV 

• No refrigerant field piping (Indirect) 

• All units or installations 

> 149 kW (200 BI IP, 5TH) 
<298 kW (400 BI-1P, 10TH) RI2 V V V 
> 298 kW (400 BHP, 10TH) 
< 597 kW (800 BHP, 20TH) RI3 V V V 
>597 kW (800 BHP, 20TH) RI4 v V 

BUILT UP PLANT < 22 kW (30 BHP, 0.76TH) R15 V l 

> 22 kW (30 BHP, 0.76TH) 
< 75 kW (100 BHP, 2.5TH) RI6 V V V I 

• Refrigerant piping outside machinery 
room (Direct) 

• All units or installations 

> 75 kVV (100 BHP, 2.5TH) 
<298 kW (400 BHP, 10 TI I) RI7 V V V 

>298 kW (400 BHP, 10 TI I) 
< 597 kW (800 BHP, 20TH) R18 V I 

> 597 kW (800 BHP, 20TH) R19 V V 

MODULAR BUILT UP PLANT <22 kW (30 BHP, 0.76TH) R20 V I 

• Must be independent systems 

• Each compressor unit <30 BHP 

• Each system < 100 BI IP 

> 22 kW (30 BHP, 0.76T1-1) 
<597 kW (800 BHP, 20TH) R2 I V I V i 

> 597 kW (800 BHP, 20TH) R22 v v 

Refer to Instructions on Page 
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INSTRUCTIONS FOR USE OF TABLE 8 

• As prescribed, all candidates for a Certificate of Qualification must pass an examination determined by the Chief 
Officer. 

• Candidates for 4th Class Operating Engineer, Compressor Operator and Refrigeration Class B Operator examination 
must be at least 18 years of age. 

• A person who is the holder of a certificate issued by the Canadian Armed Forces that the Chief Officer considers 
equivalent to the practical qualifying time and examinations for 1-2-3-4 Operating Engineer shall be deemed to have 
met those qualifications. 

• A person who is the holder of a 2nd or 1st Class Marine Engineers certificate according to S.T.C.W. or is a 
mechanical engineering C.E.T., professional or chartered engineer, acceptable to the Chief Officer, is exempt from 
the mathematics and science theory components of the 2nd and 1st Class examinations. 

• Candidates for 1st - 2nd - 3rd Class Operating Engineer or Class A Refrigeration Operator certification may 
commence writing the respective class of examination upon receiving their 2nd 3rd - 4th Class Operating Engineer 
or Class B Refrigeration Operator certificate, as the case may be. 

• Candidates for a 4th  Class Operating Engineer, Compressor Operator, Refrigeration Class B Operator or Steam 
Traction Operator may commence writing the respective class of examination at any time. 

• Candidates for any class of certification as an Operating Engineer or Operator who have passed the required 
examinations, or any parts thereof, must obtain their certificate of qualification within five (5) years of such passing or 
re-writing of the examination will be required. 

• A candidate for certification as a Compressor Operator or Refrigeration Operator, (Class A or B) who has completed a 
period of practical plant energy rating experience time in a registered attended compressor or refrigeration plant as 
prescribed by the former Operating Engineers Act and Regulations 904, will be permitted to apply such time rating to 
the changed practical plant energy rating experience time requirements prescribed by the Operating Engineers 
Regulation (0.Reg. 219/01) until the plant is re-registered to conform with the registration requirements of the 
Operating Engineers Regulation. Upon the plant re-registration, the candidate may retain the practical plant energy 
rating experience time gained prior to re-registration for application to the requirements of certification. 

Part A = 

Part B = 

Part E = 

The practical qualifying time experience required for each certificate of Qualification. 

The maximum full time attendance at a training course approved by the Chief Officer, which may be subtracted 
from practical (A) time. A further time reduction incentive has also been granted on the 1 — 2 — 3 — 4 Operating 
Engineers and Traction Operator Certificates. The full time course for 1" and 2nd  Class may be substituted for 
126 hours per examination paper of evening school course for 1" Class and 84 hours per examination paper for 
2nd  Class. Courses shall be approved by the Chief Officer and no incentive time reduction will be granted for 
evening school training. With the approval of the Chief Officer the approved training course school which 
operates a registered shift engineer attended plant providing full time operating services may provide the 
minimum three month for 4th  Class and the minimum one month for 31d  Class practical experience. Such 
approval shall be governed by the number of shift scheduled trainees relative to plant size/rating and shift time 
period. Registered attended plants shall not be used as an approved course training plant lab and practical 
operating experience plant simultaneously. 

The maximum full-time registered plant installation, service and repair time approved by the Chief Officer which 
may be subtracted from the required compressor or refrigeration practical (A) time. 

The class of Marine Engineering Officer certificate (steam or motor with steam endorsement) according to the 
S.T.C.W. requirements which will allow the candidate to write an equal class of certification with no further 
qualifying experience time (N.Q.T.) required. Operating experience on motorship steam plants will be considered 
equivalent provided it is equal to the experience time, power and equipment rating required for Operating 
Engineers. 

The non certified officer (rating rank) Marine Operating experience time on boilers, engines and auxiliaries of 
merchant and naval ships which may be subtracted from the maximum required practical (A) time. No further 
qualifying experience time (N.Q.T.) required. 

Part C = 

Part D = 
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Part F =• 	Shall be at least 16 years of age. 

A holder of a Certificate of Qualification as any class of Operating Engineer or Marine Engineer (steam or 
motor with steam endorsement according to the S.T.C.W.), with acceptable experience, is exempt from 
writing the examination and shall be issued on application and upon payment of the appropriate fee, a 
Certificate of Qualification as a Steam Traction Operator. 

In order to quality for exemption from the examination the authorized candidate must provide satisfactory 
proof of practical operating experience on fire tube boilers, solid fuel firing, reciprocating steam engines, 
injectors and steam pumps. Failure to provide such proof will require the candidate to pass examination 
questions based on those subjects. 

12 of 12 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A2, T2, Sch 5 
 
What is the basis of: 

a) Union's forecast of liquefaction days? 

b) Union's forecast of annual average liquefaction activity? 

c) Please provide copies of any Union or third party studies used to underpin these forecasts. 

d) Will the daily liquefaction capacity vary from one month to another?  Please explain. 
 

Response: 
 
a) The liquefaction days forecast is detailed in Exhibit A, Tab 2, Schedule 5, Line 10 and shows 

an annual average of 167 days at a rate of 3,186 GJ/d.  This is the average of the number of 
days required to liquefy the Forecast Liquefaction Sales Activity volume specified in Exhibit 
A, Tab 2, Schedule 5, Line 9 columns b) – d).  Additionally, liquefaction is needed to replace 
104,000 GJ/year of boil-off as detailed in Exhibit A, Tab 2, Schedule 6, Note (2).  This adds 
another 33 days to the schedule which results in a total average annual requirement of 200 
days per year.  This assumes that in an average or normal year the LNG capacity is not 
required for the firm use to support system integrity.  
 

b) Please see the response to Exhibit B.Energy Probe.10.  
 

c) No studies were completed. 
 
d) Yes, liquefaction capacity will vary depending on the need to re-fill System Integrity LNG 

space.   
 



                                                                                 Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.BOMA.22 
  
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A2, T2, Sch 5 
 
Under what circumstances would the liquefaction service be interrupted?  Please provide details, 
including numerical calculations.  How is the risk of interruption quantified?  What is it, and 
would it vary throughout the year? 
 

Response: 
 
The liquefaction service would be interrupted when liquefaction capacity is not available due to 
scheduled maintenance or Union needs to re-fill the tank after a system integrity event. The risk 
of interruption is completely dependent on the risk of a system integrity event.  
 
The risk of interruption has not been quantified.  It would vary throughout the year depending on 
maintenance schedules, the amount of boil-off and the volume requiring liquefaction to satisfy 
system integrity requirements.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A2, T2, Sch 5 
 
What is the term Union contemplates for long term liquefaction service contract? 
 

Response: 
 
Any contract greater than one year is considered a long term liquefaction service contract. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: A2, T2, Sch 5 
 
Please show the calculation that underpins Union's revenue forecast. 
 

Response: 
 
Please see the response to Exhibit B.Energy Probe.2 b).  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Cost Allocation and Rate Design 
 
Please indicate the number of times, and the extent to which, the Hagar plant as regasified and 
supplied gas to the distribution system to maintain system integrity, in each of the last ten years. 
 

Response: 
 
This information is available for the past five years. 
 

Date 
Vapourized Volume, 

GJ 
23-Feb-11 14,015 
2-Oct-11 5,376 
24-Jan-13 19,006 
14-Dec-13 21,118 
2-Jan-14 35,325 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Cost Allocation and Rate Design 
 
What percentage of the boil-off gas in last ten years was compressed and reinjected into the 
distribution system? 
 

Response: 
 
The boil-off gas is compressed and re-injected into the distribution system whenever possible. 
The only exception would be during periods of maintenance.  The exact percentage is unknown. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Cost Allocation and Rate Design 
 
How many days of interruptible storage capacity is Union offering to the wholesale distributors 
as a fraction of the liquefaction capacity they purchase? 
 

Response: 
 
As stated at Exhibit A, Tab 2, p. 20, Union forecasts that customers will use up to 7,000 GJ of 
storage space. This amount represents approximately 1.1% of the forecasted annual sales activity 
in 2018 of 678,400 GJ.  Storage space will not be assigned to individual customers, but rather the 
storage space will be used by Union to manage timing differences between natural gas deliveries 
and LNG dispensing.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Cost Allocation and Rate Design 
 
What is Union's understanding of the competition for the service it intends to provide in Ontario: 

a) currently; 

b) over the next three years. 
 

Response: 
 
a) and b) Currently, there are no LNG plants located in Ontario other than Hagar.  LNG is 
available for purchase from either Gaz Metro Transport Solutions (in Montreal) or from the 
Citizen’s Gas affiliate in Indianapolis.  In either case, transportation costs are higher than would 
be available from the Hagar facility for Ontario based customers.  A new LNG facility is being 
proposed by Northeast Midstream in Thorold Ontario.  This facility is still in the planning stages 
and will not be constructed until 2016 or later.  The lack of LNG supply in Ontario is currently a 
barrier to market adoption of LNG as a transportation fuel.  The introduction of LNG from Hagar 
could provide the necessary stimulus to the market to support additional LNG facilities in 
Ontario. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Cost Allocation Study KPMG, pp 8-9 
 
a) Please provide the cost of, and describe, each asset, or each group of assets if they are smaller 

fungible assets, that were directly assigned to the processes of liquefaction, storage, or 
vaporization. 

b) Please describe the common assets by cost item that were allocated to liquefaction, storage, or 
vaporization, based on the percentages of assets directly assigned to each process. 
 

Response: 
 
a) Please see Attachment 1. 
 
b) Please see Attachment 2.  



Filed: 2014-08-12
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Exhibit B.BOMA.29
Attachment 1

Line 
No Direct Assigned Plant ($000's) Gross Plant

Accumulated 
Depreciation Net Plant

(a) (b) (c) = (a-b)
Liquefaction

1 Compressors (Cycle Gas and Boil Off) 2,173             1,297              877               
2 Purification (Salt Bath Heater and Molecular Sieves) 157                191                 (34)                
3 Cool and Liquefy (Cold Box and Cooling Towers) 1,184             812                 372               
4 Safety Upgrades 428                15                   413               
5 Nitrogen Generator 170                65                   104               
6 Other 37                  45                   (8)                  
7 Regulator Overheads 392                26                   365               
8 Total Liquefaction 4,541             2,452              2,089            

9 Storage 
10 Storage Tank 4,574             3,302              1,272            
11 Boil Off Compressor 1,813             67                   1,745            
12 Regulator Overheads 336                9                     327               
13 Total Storage 6,722             3,379              3,344            

14 Vapourization
15 LNG Vapourizers 410                205                 204               
16 LNG Pump 316                384                 (68)                
17 Safety Upgrades 214                11                   203               
18 Solar Equipment 359                436                 (77)                
19 Regulator Overheads 123                11                   111               
20 Total Vapourization 1,421             1,047              374               

21 Total Direct Assigned Plant 12,684           6,878              5,807            

UNION GAS LIMITED
Directly Assigned 2013 Hagar Net Plant by Function
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Attachment 2

Line Gross Accumulated Net Liquefaction Storage Vapourization
No Remaining Plant  ($000's) Plant Depreciation Plant 36% 58% 6% Total

(a) (b) (c) = (a-b) (d) (e) (f) (g)=(d+e+f)

1 Backup Generator and Electrical Equipment 4,415       1,540            2,875           1,034           1,656            185               2,875                  
2 Valves and Yard Piping 533          399               135              48                77                9                   135                     
3 Metering 97            123               (26)               (9)                (15)               (2)                  (26)                      
4 Structures (Building Expenses) 3,299       1,756            1,543           555              889               99                 1,543                  
5 Land 7              -                    7                  3                  4                  0                   7                         
6 Other (Integrity Upgrades, Compressed Air, etc) 926          487               439              158              253               28                 439                     
7 Regulator Overheads 806          39                 767              276              442               49                 767                     

8 Total Remaining Plant 10,084     4,344            5,740           2,065           3,305            370               5,740                  

UNION GAS LIMITED
2013 Hagar Remaining Net Plant by Function
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Ibid, p10, Table 2, Note 1 – The Hagar LNG costs include the Iroquois Falls 
 Compression Station 
 
How many miles is the Iroquois Falls ("IF") compression station from Hagar? 
 

Response: 
 
The Iroquois Falls compressor station is approximately 400 km from Hagar. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Ibid, p10, Table 2, Note 1 – The Hagar LNG costs include the Iroquois Falls 
 Compression Station 
 
What is the cost of the IF station in rate base?  What is the revenue requirement in 2013? 
 

Response: 
 
There is no cost associated with the Iroquois Falls compressor station in Union’s 2013 Board-
approved Hagar rate base.  The Iroquois Falls compressor station is in Union North distribution 
rate base. 
 
There is $0.019 million in Iroquois Falls compressor O&M included in the 2013 Board-approved 
Hagar revenue requirement of $5.098 million.    
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Ibid, p10, Table 2, Note 1 – The Hagar LNG costs include the Iroquois Falls 
 Compression Station 
 
Why is it included in the Hagar facility costs? 
 

Response: 
 
In Union’s 2013 Board-approved cost allocation study the Iroquois Falls compressor O&M costs 
are included in Union’s Hagar O&M budget.   
 
Union did not adjust the 2013 Hagar facility costs to remove the Iroquois Falls compressor O&M 
costs because the costs are included in Union’s 2013 Board-approved Hagar O&M budget and 
the costs are immaterial (less than 1%) to Union’s cost allocation and rate design proposals in 
this proceeding. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Building Owners and Managers Association (“BOMA”) 

 
Reference: Ibid, p10, Table 2, Note 1 – The Hagar LNG costs include the Iroquois Falls 
 Compression Station 
 
How many compression stations lie between IF and Hagar? 
 

Response: 
 
Union does not own or operate any compressor stations between Iroquois Falls and Hagar. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, pages 15 to 18 

We wish to gain a better understanding of all of the natural gas supply and liquefaction scenarios 
whereby Union could be providing the natural gas liquefaction services and the delivery of LNG 
to customers under its proposal. In this connection, please provide the following further 
information: 

a) Could Union liquefy its own system gas at Hagar and sell Union-owned LNG to LNG 
customers at Hagar under the auspices of a Board-approved LNG sales rate? 

b) Could Union sell system gas to potential LNG customers at the Hagar plant under the 
auspices of an existing Board-approved sales rate and then retain custody of that gas for the 
purposes of converting it to LNG under the auspices of a Board-approved liquefaction 
services rate for subsequent re-delivery of the LNG to its owner? 

c) Could Union sell system gas to customers seeking LNG services at some other point on 
Union’s system and then transport the customer owned natural gas to Hagar for liquefaction 
and re-delivery as LNG to the customer at Hagar? 

d) Could customers directly purchase the natural gas to be liquefied at a point off the Union 
system and then use Union’s transportation to carry the gas to Hagar to be liquefied and 
delivered to the customer as LNG at Hagar? 

e) For each of the foregoing scenarios, please provide the prices that Union proposes to charge 
for each of the utility services it provides in connection with such transactions. 
 

 
Response: 

 
a) No.  The service requires the customer to supply gas to Union at Union’s NDA. 

 
b) Yes.  A rate has been added to Union’s Schedule “A” Gas Supply Charges shown in Exhibit 

A, Tab 2, Schedule 4, pg. 2 of 2. The proposed minimum and maximum Rate L1 gas supply 
charges are $3.7382/GJ and $36.7099/GJ respectively. 
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c) No, the gas required for LNG services must be provided to Union at Union’s NDA. Please see 

response to Exhibit B.CME.7 for additional detail. 
 

d) Yes.  For example, a customer could purchase gas at Dawn and utilize Union’s C1 service to 
transport the gas to the NDA.  The current OEB approved C1 rate for transportation from 
Dawn to Parkway is $0.08/GJ plus applicable fuel.  The exchange from Parkway to the NDA 
would be a market based service and would be charged at the then current market rate. 
 

e) The only scenario where Union could charge for transportation is that identified in part d) 
above.  Transportation rates would be based on Union’s Board approved C1 rate schedule.  
The C1 cross-franchise rate provides short term transportation services between two points. 
As an example, firm transportation from Dawn to Parkway is $2.42/GJ monthly demand 
charge plus fuel. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, page 1, lines 13 to 15 

The evidence states: 

“However, as liquefaction services at Union’s Hagar facility will be 
provided within a regulated regime, the use of the LNG could be expanded 
beyond motor vehicle fuel without further regulatory approvals.” 

a) What are the uses of LNG beyond motor vehicle fuel referenced in this statement? 
 

 
Response: 
 
a) Please see the response to Exhibit B.Staff.1. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, page 2, line 12 

The evidence indicates that Union proposes to dispense LNG to LNG wholesalers or customers. 
What are the differences between an LNG wholesaler and an LNG customer? 
 

 
Response: 
 
An LNG wholesaler distributes LNG to end-use customers either through bulk tank loads or 
dispensing at a refuelling station.  An LNG customer is one that consumes the LNG in their 
equipment or facility (i.e. mining operation). 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, page 19 

Union asks the Board to approve both a cost-based rate and a range rate for liquefaction services. 
It also asks the Board to empower Union to require customers to commit to a Minimum Annual 
Volume (“MAV”) of liquefaction services for each year. In connection with this evidence, please 
provide the following information: 

a) Please distinguish between a case where Union proposes to charge a cost-based rate for 
liquefaction services from the cases where Union proposes to charge a rate for such services 
up to three times the cost-based interruptible liquefaction rate. 

b) Will some customers be entitled to a cost-based rate while others must pay a negotiated rate 
for the services, or will all customers be subject to a negotiated rate for liquefaction services? 
 

 
Response: 
 
a) Union is proposing to charge the L1 rate of $5.096/GJ (cost-based) for liquefaction services 

with a contract term greater than one year.   
 

b) All customers contracting for one year or greater will be entitled to cost based rates.  Only 
those customers utilizing liquefaction services for one year or less will be subject to the 
negotiated rate. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, pages 20 to 24 
Exhibit A, Tab 2, pages 1 to 15 

Traditionally, the Board has required that the differential between prices for ancillary services 
provided by a natural gas utility which fail to recover the fully allocated costs of providing such 
services and not simply the incremental costs be absorbed by the utility shareholder. In this 
connection, please provide the following information: 

a) Redo the Cost Allocation and Rate Design exhibits and, in particular, Exhibit A, Tab 2, 
Schedules 5 and 6 to recover all fully allocated costs and a full utility return from the proposed 
LNG liquefaction services and indicate the extent to which the cost-based liquefaction charge 
will increase in that scenario. 

b) Provide the forecast year-over-year liquefaction revenue totalling $8.470M shown in 
Exhibit A2, Tab 2, Schedule 6, line 20 with the revenues segregated between the following: 

i) Revenues from Union’s sale of natural gas to the purchaser; 

ii) Revenues from Union’s transportation of that gas from the point of sale to the 
Hagar plant; 

iii) Revenues from any other natural gas services Union provides such as storage; 

iv) Revenues from the provision of liquefaction services and the delivery of LNG to 
the customers; and 

v) Revenues from Union’s sale of its own LNG to a customer at Hagar if that is one 
of the services Union will be providing. 

c) Please indicate the extent to which revenues from the provision of liquefaction services only is 
or is not sufficient to recover the fully allocated costs of providing such services. 

d) If the revenues associated with the provision of liquefaction services only does not recover the 
fully allocated costs of providing such services, then how will such revenues contribute to 
earnings subject to earnings sharing? 
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e) If the fully allocated costs exceed such revenues, will Union’s proposals not erode regulated 

earnings subject to earnings sharing? 
 

 
Response: 
 
Union does not agree with the statement that the Board has required that the differential between 
prices for ancillary services provided by a natural gas utility which fail to recover the fully 
allocated costs of providing such services and not simply the incremental costs are to be absorbed 
by the utility shareholder.   
 
Union’s proposed rate design is intended to provide a contribution to the recovery of fully 
allocated 2013 Board-approved costs at the Hagar facility, as well as recover all incremental 
costs associated with the provision of the liquefaction service.  This rate design is consistent with 
the rate design of the C1 Dawn to Dawn-TCPL firm transportation rate approved by the Board in 
EB-2010-0207 during Union’s 2008-2012 IRM term. 
 
a) For the purposes of this response only, Union has assumed: 
 

• Incremental 2018 liquefaction costs of $1.872 million, forecast liquefaction activity of 
678,400 GJ per year, and a change in the functionalization of 2013 Board-approved costs.  
In other words, this cost allocation analysis has been completed based on post expansion 
costs. 

• A re-allocation of 2013 Board-approved indirect costs, such as general plant and 
administrative and general O&M costs.   

• The inclusion of the system integrity demands of 751,950 GJ and the 2018 liquefaction 
demands of 678,400 GJ in estimating the contribution towards existing Hagar costs.  This 
approach is consistent with the cost allocation approach provided at Attachment 1. 

This approach is consistent with the manner in which Union expects to include the Rate L1 
liquefaction service in its cost allocation study at its next cost of service proceeding in 2019. 
 
Accordingly, Union updated Exhibit A, Tab 2, Schedule 1 to include the 2018 incremental 
revenue requirement associated with the liquefaction service, excluding compressor fuel.  
Specifically, Union added $1.377 million of the total 2018 incremental revenue requirement of 
$1.872 million (per Exhibit A, Tab 2, Schedule 5) to the total Hagar costs. 
 
The inclusion of the 2018 incremental liquefaction costs results in a change in the 
functionalization of the $4.789 million presented at Exhibit A, Tab 2, Schedule 1.  With the 
inclusion of the 2018 incremental liquefaction costs, $3.138 million (or 66%) of the $4.789 
million would be allocated to the liquefaction function, $1.446 (or 30%) would be allocated to 
the storage function and $0.205 (4%) would be allocated to the vapourization function.  A 
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comparison of the proposed net plant by function relative to the updated net plant by function 
including the 2018 incremental liquefaction costs is provided at Attachment 1, page 1.  The 
detailed functionalization of Hagar LNG costs including the 2018 incremental liquefaction costs 
is provided at Attachment 1, page 2. 
 
Union also updated Exhibit A, Tab 2, Schedule 5 to include an allocation of indirect costs, such 
as general plant and administrative and general O&M costs, to Rate L1.  To estimate the 
allocation of indirect costs, Union added the incremental 2018 Hagar liquefaction costs of $1.872 
million to the 2013 Board-approved cost allocation study.  Based on this analysis, Union 
estimates that the allocation of indirect costs would be approximately $0.690 million, which 
results in a total 2018 Hagar liquefaction cost of $2.562 million.  The calculation of the 2018 
incremental project costs and the allocation of 2013 Board-approved costs is provided at 
Attachment 2. 
 
Lastly, Union updated Exhibit A, Tab 2, Schedule 6 to incorporate this analysis.  Based on these 
results and the assumptions listed above, Union estimates that the 2018 liquefaction rate would 
be $6.313 ($/GJ) (Attachment 3, line 17). 
 
b)  i) Union cannot forecast the gas supply revenue related to the liquefaction service as gas  
  supply charges will be negotiated with customers based on the proposed Rate L1 gas  
  supply charges. Negotiated Rate L1 gas supply charges will fall within Union’s proposed  
  minimum and maximum gas supply charge. 
 ii) N/A 
 iii) N/A 
 iv) Union is forecasting $8.5 million in utility revenue related to the provision of the  
  liquefaction service from September 1, 2015 to December 31, 2018. 
 v) Union will not be providing this service. 

 
c) Union cannot determine whether revenues from the proposed liquefaction service are 

sufficient to recover the fully allocated costs of providing the service at this time.  As 
described in evidence, Union’s proposed rate design is intended to provide a contribution to 
the recovery of fully allocated 2013 Board-approved costs at the Hagar facility, as well as 
recover all incremental costs associated with the provision of the service.  This rate design is 
consistent with the rate design of the C1 Dawn to Dawn-TCPL firm transportation rate 
approved by the Board in EB-2010-0207. 

  
 Union will determine the fully allocated costs associated with the proposed liquefaction 

service at its next rebasing proceeding in 2019, when it completes a cost allocation study.  To 
the extent that the approved liquefaction rate does not recover the fully allocated costs at that 
time, the liquefaction rate will increase to ensure there is no revenue deficiency. 

  
d) As Union’s rate design is intended to provide a contribution to the recovery of fully allocated 

Hagar costs and recover all incremental costs (return, taxes, depreciation and operating 
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expenses), it is Union’s expectation that the proposed liquefaction service will contribute to 
earnings subject to sharing over Union’s 2014-2018 IRM term. 
 

e) Please see part d) above.  
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Line
No. Particulars  ($000's) Liquefaction Storage  Vapourization Total

(a) (b) (c) (d)

Proposed Hagar Net Plant Allocation (1)

1 Direct Assigned Net Plant 2,089              3,344            374                 5,807            
2 Remaining Net Plant (2) 2,065              3,305            370                 5,740            
3 Total Net Plant 4,155              6,649            743                 11,547          

4 Total Net Plant (%) 36% 58% 6% 100%

 Updated Hagar Net Plant Allocation

5 Direct Assigned Net Plant 2,089              3,344            374                 5,807            
6 2018 Incremental Hagar Net Plant (3) 7,763              -                -                  7,763            
7 Total Net Plant Including 2018 Incremental Project Costs 9,852              3,344            374                 13,570          

8 Remaining Net Plant (4) 4,168              1,414            158                 5,740            
9 Total Net Plant (line 7 + line 8) 14,020           4,758            532                 19,310          

10 Total Net Plant (%) 73% 25% 3% 100%

Note:
(1) Exhibit A, Tab 2, page 7, Table 2.
(2) Functionalized in proportion to the direct assigned net plant (line 1).
(3) Exhibit A, Tab 2, Schedule 5, column (d), line 2.
(4) Functionalized in proportion to the updated direct assigned net plant including 2018 incremental 

Hagar net plant (line 7).

UNION GAS LIMITED
Comparison of the Proposed 2013 Board-Approved Hagar Net Book Value by Function and the Updated

2013 Board-Approved Hagar Net Book Value by Function Including 2018 Incremental Hagar Liquefaction Costs
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Line 2013 Board-Approved 2018 Incremental Total Hagar
No. Particulars ($000's) Hagar LNG Costs Hagar Costs (1) Costs Allocation Methodology Liquefaction Storage Vapourization Total

(a) (b) (c) = (a + b) (d) (e) (f) (g) (h) = (e+f+g)
Rate Base Calculation

Hagar LNG Plant

1 Gross Plant 22,768                        8,685                    31,454                  Direct Assignment 20,548            9,207             1,699             31,454         
2 Accumulated Depreciation 11,221                        922                       12,144                  Direct Assignment 6,528              4,449             1,167             12,144         
3 Hagar LNG Net Plant 11,547                        7,763                    19,310                  14,020            4,758             532                19,310         

4 Hagar LNG Net Plant (%) 73% 25% 3% 100%

General Plant
5 Gross Plant 1,095                          -                        1,095                    Hagar LNG Net Plant (line 4) 795                 270                30                  1,095            
6 Accumulated Depreciation 502                              -                        502                       Hagar LNG Net Plant (line 4) 365                 124                14                  502               
7 General Net Plant 593                              -                        593                       431                 146                16                  593               

8 Total Net Plant 12,140                        7,763                    19,903                  14,451            4,905             548                19,903         

9 Working Capital
10 Gas In Storage 3,093                          -                        3,093                    Direct Assignment -                  3,093             -                 3,093            
11 Other 235                              -                        235                       Hagar LNG Net Plant (line 4) 171                 58                  6                    235               
12 Total Working Capital 3,328                          -                        3,328                    171                 3,151             6                    3,328            

13 Rate Base 15,469                        7,763                    23,232                  14,622            8,055             555                23,232         

14 Rate Base Excluding 2018 Incremental Costs 15,469                        -                        15,469                  6,858              8,055             555                15,469         

15 Rate Base (%) 44% 52% 4% 100%
 

Revenue Requirement Calculation

Return and Taxes
16 Return on Rate Base 1,132                          448                       1,580                    Rate Base (line 15) (2) 950                 590                41                  1,580            
17 Income Tax 131                              (1)                          131                       Rate Base (line 15) (2) 58                   68                  5                    131               
18 Property Tax 80                                45                         126                       Property Tax Allocator (3) 96                   25                  5                    126               
19 Total Return and Taxes 1,344                          493                       1,836                    1,103              683                50                  1,836            

Depreciation Expense
20 Hagar - Local Storage 734                              307                       1,041                    Direct Assignment 684                 285                73                  1,041            
21 General Plant 148                              -                        148                       Hagar LNG Net Plant (line 4) 108                 37                  4                    148               
22 Total Depreciation Expense 882                              307                       1,190                    791                 322                77                  1,190            

 
Hagar O&M

23 Hagar O&M 1,463                          -                        1,463                    Hagar LNG Net Plant (line 4) 1,062              360                40                  1,463            
24 Hagar O&M 57                                577                       634                       Direct Assignment 634                 -                 -                 634               
25 Administrative and General O&M 1,353                          -                        1,353                    Hagar LNG Net Plant (line 4) 982                 333                37                  1,353            
26 Total O&M Expenses 2,872                          577                       3,449                    2,678              694                78                  3,449            

27
5,098                          1,377                    6,476                    4,572              1,698             205                6,476            

28
71% 26% 3% 100%

Costs Direct Assigned to System Integrity
29 Gas in Storage Working Capital (4) 253                              -                        253                       Direct Assignment -                  253                -                 253               
30 Variable O&M Costs 57                                -                        57                         Direct Assignment 57                   -                 -                 57                 
31 310                              -                        310                       57                   253                -                 310               

32 Costs Direct Assigned to Rate L1 (1) -                              1,377                    1,377                    Direct Assignment 1,377              -                 -                 1,377            

33
4,789                          -                        4,789                    3,138              1,446             205                4,789            

34
66% 30% 4% 100%

Notes:
(1) 2018 incremental Hagar liquefaction costs of $1.872 million (Exhibit A, Tab 2, Schedule 5, Column d) excluding $0.495 compressor fuel ($1.872 - $0.495 = $1.377). 
(2) Direct assigned 2018 incremental rate base and income taxes to liquefaction.  Functionalized 2013 Board-approved income taxes in proportion to rate base excluding incremental 2018 costs.  
(3) Functionalized 2013 Board-approved property tax in proportion to gross plant.  
(4) $3.093 million in gas in storage working capital represents a revenue requirement of $0.253 (return of $0.226 million and income taxes of $0.026 million). 

Total Revenue Requirement Excluding Direct 
Assigned Costs (%)

UNION GAS LIMITED
Proposed 2013 Board-Approved Hagar Revenue Requirement Including 2018 Incremental Hagar Liquefaction Costs by Function

Total Revenue Requirement Excluding 
Compressor Fuel

Total Revenue Requirement Excluding 
Compressor Fuel (%)

Total Costs Direct Assigned to System Integrity

Total Revenue Requirement Excluding Direct 
Assigned Costs (line 27 - line 31 - line 32)
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Line
No. Particulars ($000's)

Incremental Revenue Requirement Calculation

Rate Base Investment

1 Average Investment 7,763              

Revenue Requirement Calculation

2 Return on Rate Base (1) 448                 
3 Income Tax (2) (1)                   
4 Depreciation Expense (3) 307                 
5 Municipal Taxes 45                   
6 Liquefaction O&M (4) 1,072              

7 Total Revenue Requirement (5) 1,872              

8 Allocation of Indirect Costs and Taxes (6) 690                 

9
2,562              

Forecast Liquefaction Activity

10 Forecast Liquefaction Sales Activity (GJ) 678,400          

11 Number of Liquefaction Days per Year (7) 213                 

Notes:
(1)

(2) Taxes related to the equity component of the return at a tax rate of 26%.  Taxes related to utility timing differences 
are negative as the capital cost allowance deduction in arriving at taxable income exceeds the provision of book 
depreciation in the year.

(3) Depreciation expense at 2013 Board-approved depreciation rates.
(4) Incremental liquefaction O&M costs as provided in Exhibit A, Tab 1, Table 4.
(5) Total 2018 Incremental Revenue Requirement as per Exhibit A, Tab 2, Schedule 5, Column (d).
(6)

(7) Days of liquefaction assumes daily liquefaction capacity of 3,186 GJ/day.  Average number of days is based on the 
first full 3 years of activity.

UNION GAS LIMITED
2018 Incremental Hagar Liquefaction Costs Including an

Allocation of 2013 Board-approved Indirect Costs

Total Revenue Requirement Including an Allocation of Indirect 
Costs and Taxes (line 7 + line 8)

The required return assumes a capital structure of 64% long-term debt at 4% and 36% common equity at the 2013 
Board-approved return of 8.93%.

Includes a shift of indirect costs associated with the 2018 incremental Hagar LNG costs, such as general plant and 
administrative and general O&M, and an adjustment for 2018 property and income taxes, which are allocated based 
on 2013 Board-approved cost allocation methodology.
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Line
No. Particulars

Liquefaction Service Commodity Charge:

Existing Liquefaction Costs
1 Hagar Liquefaction Revenue Requirement  ($000's) (1) 3,138
2 Annual Liquefaction Demands (GJs) (2) 1,430,350
3 Average Rate per Unit ($/GJ)   (line 1 * 1000 / line 2) 2.194

 
Incremental Liquefaction Costs

4 Average Annual Revenue Requirement ($000's) (3) 2,562
5 Average Annual Forecast Liquefaction Sales Activity (GJs) (4) 678,400
6 Average Rate per Unit ($/GJ)   (line 4 * 1000 / line 5) 3.776

7 Liquefaction Commodity Charge ($/GJ) (line 3 + line 6) 5.970

Storage Space Cost:

Existing Storage Service Costs
8 Hagar Storage Revenue Requirement  ($000's) (5) 1,446
9 Annual Liquefaction Demands (GJs) (2) 1,430,350

10 Average Rate per Unit ($/GJ)   (line 8 * 1000 / line 9) 1.011

11 Hagar Maximum Storage Space (GJ) (6) 648,000
12 LNG Storage Space (GJ) 7,000

13 Storage Rate per Unit ($/GJ) (line 12 / line 11 * line 10) 0.0109

Distribution Service Cost:

Existing Distribution Costs
14 Average Distribution Revenue Requirement ($000's) (7) 225
15 Average Annual Forecast Liquefaction Sales Activity (GJs) (4) 678,400

16 Distribution Commodity Rate ($/GJ)   (line 14 * 1000 / line 15) 0.3316

17 Total Bundled Liquefaction Commodity Charge ($/GJ) (line 7 + line 13 + line 16) 6.313

Liquefaction Revenue:

18 Total Liquefaction 2018 Revenue ($000's) (line 15 * line 17 / 1000) 4,283

Notes:  
(1) Exhibit B.CME.5 a) Attachment 1, line 33, column (e).
(2)

(3) Exhibit B.CME 5 a) Attachment 2, line 9.
(4) Schedule 5, line 9, column (d).
(5) Exhibit B.CME.5 a) Attachment 1, line 33, column (e).
(6) Storage space calculation assumes maximum storage capacity of 610 mcf and a heat value of 37.51.
(7) Schedule 2, line 24, column (c).

UNION GAS LIMITED
Estimation of the 2018 Liquefaction Rate Including an

Allocation of Indirect Costs based on the Incremental 2018 Hagar Liquefaction Costs

Forecast of liquefaction includes activity reserved for system integrity and incremental 2018 liquefaction 
demands.  The system integrity demands assumes one storage cycle and approximately 104,000 GJ for boil off 
gas.  



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.CME.6
 Page 1 of 3 
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 1, pages 8 to 10 

In the evidence, Union refers to FortisBC and Gaz Métro (“GMi”) press releases pertaining to 
their role in LNG development. The press releases indicate that, in the cases of each of these 
utilities, the LNG development activities are being undertaken by affiliates. The Fortis press 
release indicates that the LNG dispensing rate has been set at $4.35/GJ and that customers will 
also pay the natural gas commodity cost per GJ. The GMi press release suggests that GMi sells 
its LNG output to an affiliate, Gaz Métro Transport Solutions, LP (“GMTS”) which operates two 
LNG fuelling stations in Québec and one in Ontario. 

In connection with this evidence, please provide the following: 

a) A detailed description of the regulated LNG services Fortis and GMi provide and the rate 
schedules which their regulators have approved pertaining to the provision of such services; 

b) The approximate range of prices at which GMTS sells LNG at its fueling station near 
Mississauga; 

c) Are GMi’s sales of LNG from its Mississauga fueling station unregulated?; 

d) Are there any other unregulated LNG fueling stations in Ontario and, if so, at what prices is 
LNG being sold from those fueling stations? 

e) How will Union’s proposed sale of liquefaction services at its Hagar plant affect the operation 
of the LNG fuel market in Ontario? 
 

 
Response: 
 
a) The following is a list of the British Columbia Utilities Commission decisions included in the 

research Union completed:  
 
 Order G-118-11 (July 8, 2011) 
 http://www.bcuc.com/Documents/Decisions/2011/DOC_28147_G-118-

11_FEI_AES%20Offering%20Scoping%20Order.pdf 
 
 Order G-128-11 (July 19, 2011) 

http://www.bcuc.com/Documents/Decisions/2011/DOC_28147_G-118-11_FEI_AES%20Offering%20Scoping%20Order.pdf
http://www.bcuc.com/Documents/Decisions/2011/DOC_28147_G-118-11_FEI_AES%20Offering%20Scoping%20Order.pdf
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 http://www.bcuc.com/Documents/Decisions/2011/DOC_28195_G-128-11-FEI-CNG-

LNG_Reasons.pdf 
 
 Order G-165-11A (September 26, 2011) 
 http://www.bcuc.com/Documents/Decisions/2011/DOC_28770_G-165-11A_FEI-

Compression-Rate-for-NGV-Reasons-WEB.pdf 
 
 Decision (April 12, 2012) 
 http://www.bcuc.com/Documents/Decisions/2012/DOC_30356_04-12-2012-FEU-2012-

13RR-Decision-WEB.pdf 
 
 Order G-156-12 (October 22, 2012) 
 http://www.bcuc.com/Documents/Decisions/2012/DOC_32176_10-22-2012-G-156-12_FEI-

Vedder-Temporary-LNG-Service-WEB.pdf 
 
 The current rates for FortisBC can be found at - 

http://www.fortisbc.com/NaturalGas/Business/Rates/Pages/default.aspx 
 
 
 The GMi decisions included in the research are:  
 
 Decision D-2010-144 (November 4, 2010) 
 http://www.regie-energie.qc.ca/audiences/decisions/D-2010-144.pdf 
 

Decision D-2011-030 (March 17, 2011) 
 http://publicsde.regie-energie.qc.ca/projets/15/DocPrj/R-3751-2010-A-0005-DEC-DEC-

2011_03_17.PDF 
 
 GMi’s current rates can be found at - http://www.gazmetro.com/residentiel/raccorder-votre-

residence/tarifs.aspx 
 
b) GMTS is a non-regulated affiliate and all sales are to a single party under contract.  Pricing is 

not published. 
 

c) GMi is not selling LNG in Mississauga.  The affiliate GMTS is.  The refuelling facilities are 
part of Robert Trucking’s Mississauga yard and sales of LNG to Robert are unregulated. 
 

d) There are two other “stations” in Ontario.  One each in Cornwall and Woodstock.  These have 
been set up using non-stationary, refuelling units until such time as the market demand will 
support a permanent facility.  LNG is sold under dedicated contracts and pricing is not public. 
 

http://www.bcuc.com/Documents/Decisions/2011/DOC_28195_G-128-11-FEI-CNG-LNG_Reasons.pdf
http://www.bcuc.com/Documents/Decisions/2011/DOC_28195_G-128-11-FEI-CNG-LNG_Reasons.pdf
http://www.bcuc.com/Documents/Decisions/2011/DOC_28770_G-165-11A_FEI-Compression-Rate-for-NGV-Reasons-WEB.pdf
http://www.bcuc.com/Documents/Decisions/2011/DOC_28770_G-165-11A_FEI-Compression-Rate-for-NGV-Reasons-WEB.pdf
http://www.bcuc.com/Documents/Decisions/2012/DOC_30356_04-12-2012-FEU-2012-13RR-Decision-WEB.pdf
http://www.bcuc.com/Documents/Decisions/2012/DOC_30356_04-12-2012-FEU-2012-13RR-Decision-WEB.pdf
http://www.bcuc.com/Documents/Decisions/2012/DOC_32176_10-22-2012-G-156-12_FEI-Vedder-Temporary-LNG-Service-WEB.pdf
http://www.bcuc.com/Documents/Decisions/2012/DOC_32176_10-22-2012-G-156-12_FEI-Vedder-Temporary-LNG-Service-WEB.pdf
http://www.fortisbc.com/NaturalGas/Business/Rates/Pages/default.aspx
http://www.regie-energie.qc.ca/audiences/decisions/D-2010-144.pdf
http://publicsde.regie-energie.qc.ca/projets/15/DocPrj/R-3751-2010-A-0005-DEC-DEC-2011_03_17.PDF
http://publicsde.regie-energie.qc.ca/projets/15/DocPrj/R-3751-2010-A-0005-DEC-DEC-2011_03_17.PDF
http://www.gazmetro.com/residentiel/raccorder-votre-residence/tarifs.aspx
http://www.gazmetro.com/residentiel/raccorder-votre-residence/tarifs.aspx
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e)  The LNG service from Hagar will provide a local, affordable and reliable source of LNG to 

the Ontario market.  The volumes available from Hagar will be small relative to the Ontario 
market. Although these volumes are not expected to affect the overall operation of the LNG 
fuel market in Ontario, the proposed service is expected to help stimulate demand and 
encourage other participants to enter the Ontario market, from both the supply side and 
demand side. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Canadian Manufacturers and Exporters (“CME”) 

 

Reference: Exhibit A, Tab 2, Schedules 3 and 4 

The proposed L1 Rate Schedule appears to contemplate charges for the following: 

• Liquefaction rate 

• Short-term (1 year or less) liquefaction rate 

• Minimum annual charge 

• Gas supply charge 

In connection with this evidence, please provide the following: 

a) Please show how the charges in this Rate Schedule will be applied in each of the scenarios to 
be provided in response to question 1; 

b) How do the various charges in Schedule A to Rate L1, being Exhibit A, Tab 4, Schedule 4, 
compare to the Board-approved charges for the other transportation and storage services 
Union provides to its customers under the auspices of Board-approved Rate Schedules? 
 

 
Response: 
 
a) and b)  
 
Liquefaction Rate:   
 
Union’s proposed interruptible liquefaction rate of $5.096/GJ will apply to any sales service or 
direct purchase customer utilizing the Rate L1 liquefaction service for a term greater than one 
year.  The proposed liquefaction rate is cost-based, consistent with other transportation (e.g. Rate 
T1, Rate T2, Rate M12) and storage (e.g. Rate T1, Rate T2) rates approved by Board.  The 
liquefaction rate is not directly comparable to cost-based transportation and storage rates in that 
the costs reflect the costs associated with providing the new liquefaction service, which may be 
different than the costs associated with the provision of transportation and storage services. 
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Short-term (1 year or less) Liquefaction Rate 
 
Union’s proposed short-term maximum liquefaction rate of $15/GJ will apply to any sales 
service or direct purchase customer utilizing the Rate L1 liquefaction service for a term of one 
year or less.  The proposed maximum liquefaction rate is market-based and intended to enable 
Union to respond to the potential market value of its short-term interruptible liquefaction 
service.  This approach is consistent with the Board-approved C1 transportation rate schedule, 
which enables Union to sell interruptible or short-term (one year or less) firm transportation up 
to a rate of $75/GJ.   
 
Minimum Annual Charge 
 
The proposed minimum annual charge under the Rate L1 rate schedule will apply to any sales 
service or direct purchase customer who commits to a minimum annual volume of liquefaction 
service, but does not take delivery of that volume.  Should this occur, the customer shall pay an 
amount equal to the deficiency from the minimum volume times a commodity charge.  A Rate 
L1 minimum annual charge is consistent with other Board-approved rate schedules (e.g. Rate 
M4, Rate M5, Rate T1). 
 
Gas Supply Charge 
 
The proposed Rate L1 minimum and maximum gas supply charges, per Union North Schedule 
“A” at Exhibit A, Tab 2, Schedule 4 will apply to sales service customers only.  The Rate L1 gas 
supply charge will be a negotiated rate within the Board-approved minimum and maximum 
range. 
 
As described at Exhibit A, Tab 1, page 17 under “Gas Supply Commodity and Upstream 
Transportation Arrangements” there are two options available for customers to manage their gas 
supply commodity and upstream transportation.  The first option is for the customer to contract 
with Union for the provision of utility sales service under the proposed Rate L1 rate schedule and 
the Union North Schedule “A”.  Under this option, Union would provide both gas supply 
commodity and upstream transportation. 
 
The second option, a direct purchase arrangement, is for customers to contract directly with gas 
suppliers or marketers for the provision of gas supply commodity and upstream transportation to 
deliver natural gas to the Union NDA. Under this option, the customer will manage its own gas 
supply and upstream transportation arrangements in a manner similar to other Union North direct 
purchase (T-Service) customers. 
 
The proposed Rate L1 gas supply charges (expressed in $/GJ) are equivalent to the Board-
approved interruptible Rate 25 gas supply charges (expressed in cents/m3).  Accordingly, both 
interruptible gas supply services in Union North are priced consistently. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 1, Line 11ff 
 
Preamble: The sale, transmission, distribution or storage of motor vehicle fuel gas by a  
  person other than a Class A distributor is exempted from Section 36 of the OEB  
  Act by Section 2. (2) (b) of O. Reg. 161/99. 
 
a) Why does Union want to provide this proposed LNG Transportation Fuel Service as a 

Regulated Service/Rate rather than as a non-utility business? Please provide the regulatory 
case/rationale for this. 

 
b) Assuming Union would provide the LNG Transportation Fuel as a non-regulated service and 

Union “LNG” paid Union Gas for the appropriate costs for use of the utility assets at the 
Hagar facility, what would be the reduction in the annual revenue requirement related to 
Hagar? Please provide a schedule that shoes the allocated costs and shows the annual revenue 
requirement change over the IRM period. 

 
c) Would this change to revenue (assuming Union “LNG” is responsible for capital) be 

considered a Y factor under the IR regime? Please discuss in detail and in particular 
alternative regulatory treatments assuming LNG Transportation Fuel is a non-utility business. 

 

Response: 
 

a)  Please see the response to Exhibit B.Staff.6.  
 

b)  Under a scenario where Union provided LNG for transportation fuel as a non-regulated 
service and Union “LNG” paid Union for the appropriate costs for the use of the utility assets 
at Hagar, there would be no reduction in the 2013 Board-approved revenue requirement 
related to Hagar during Union’s 2014-2018 IRM term. 

 
 As described at Exhibit A, Tab 1, page 1, the revenue from the proposed liquefaction service 

will contribute to utility earnings subject to sharing over the IRM term.  Regardless of 
whether Union provides the liquefaction service to LNG wholesalers/customers or Union 
“LNG”, the revenue will be included in utility earnings subject to sharing. 

 
 Upon rebasing, Union anticipates that there will be a reduction in the revenue requirement at 

Hagar allocated to existing ratepayers.  The revenue from the liquefaction service will also 
form part of regulated revenue for ratemaking purposes.   
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c)  Under the assumption that Union would provide the LNG transportation fuel as a non-

regulated service, the revenue from a non-regulated service would not be considered as a Y 
factor.   

 
 
 



                                                                                 Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Energy Probe.2
 Page 1 of 2 
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 1 
 
Preamble:  Further, this new service will result in better utilization of Hagar. This better  
  utilization will benefit Union’s ratepayers over the Incentive Regulation   
  Mechanism (“IRM”) term (2014-2018) by contributing to regulated earnings  
  subject to sharing. On rebasing, the revenue from this service will form part of  
  regulated revenue for ratemaking. 
 
a) Please summarize, under the regulated service option, what the annual change in revenue 

requirement 2015-18 will be. Please provide details of the Y factor adjustment that is being 
sought to the Ratebase and Return. 

 
b) Please provide a Schedule showing the projected volume sales and incremental revenues 

2015-2018 from the LNG Transportation Service. 
 
c) Please provide a Schedule that shows under the ESM Mechanism, how much Union and 

Ratepayers will receive. Clearly state any assumptions regarding the base earnings and 
incremental earnings related to the LNG Service.  

 

Response: 

a)  Union does not have a forecast of the annual change in revenue requirement at Hagar from 
2015 to 2018.  Union has provided the annual revenue requirement from 2015-2018 
associated with the incremental project costs at Exhibit A, Tab 2, Schedule 5.   

 
 Union is not proposing a Y factor adjustment for the proposed liquefaction service.  Under 

Section 6 of Union’s EB-2013-0202 IRM Settlement Agreement items that will be treated as 
Y factors are: 

 
• Upstream gas costs 
• Upstream transportation costs 
• Incremental DSM costs 
• LRAM for the contract rate classes 
• Unaccounted for Gas volume variances 
• Major Capital Additions 
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 The development of a new regulated service is not subject to a Y factor adjustment.  The 

treatment of new energy services is described at Section 13.2 of the EB-2013-0202 Settlement 
Agreement, which states: 

   
 “Union agrees that all new regulated energy services will require Board approval.  

Accordingly, Union will make an application, on notice with supporting material,  
 for all new regulated energy services”. 
 
 In accordance with Section 13.2, Union has made an application requesting Board approval of 

a new regulated liquefaction service. 
 
b)  The schedule with the projected liquefaction sales volumes and incremental revenues for 

2015-2018 is provided at Attachment 1. 
 

c)  As described at Exhibit A, Tab 1, page 3 Union is forecasting an average of approximately 
$2.1 million per year in utility revenue from 2015 to 2018 related to the provision of the 
proposed liquefaction service.  However, Union cannot forecast base utility earnings and any 
incremental earnings associated with the liquefaction service for 2015 to 2018.  Accordingly, 
Union has not provided a response. 
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Line Annual
No. Particulars 2015 2016 2017 2018 Total Average 

(a) (b) (c) (d) (e) (f) = (e / 4)

1 Liquefaction Commodity Charge ($/GJ) (1) 5.096            5.096          5.096          5.096           5.096          5.096              
2 Forecast Liquefaction Sales Activity (GJ) (2) 67,840          339,200      576,640      678,400      1,662,080   415,520          

3 Forecasted  Liquefaction Revenue ($000's) (line 1 x line 2 / 1000) 346               1,729          2,938          3,457           8,470          2,117              

 
Notes:
(1) As per Exhibit A, Tab 2, Schedule 6, line 19.
(2) As per Exhibit A, Tab 2, Schedule 5, line 9.

Forecasted Liquefaction Revenue from September 2015 - December 2018
UNION GAS LIMITED
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 4 
 
Preamble:  As per Exhibit A, Tab 2, Schedule 5, line 9, column (e). The liquefaction forecast  
  is based on 415,520 GJ of average annual activity from September 1, 2015 to  
  December 31, 2018. 
 
Please provide the sales/volume forecast for each year 2015-2018. 
 

Response: 
 
The sales volume forecast is based on amounts shown at Exhibit A, Tab 2, Schedule 5, line 9, 
columns (a) through (d) inclusive. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Pages 8/9 
 
Preamble:  A FortisBC press release dated November 28, 2013, highlights key changes  
  issued by the British Columbia government and the British Columbia Utilities  
  Commission (“BCUC”) designed to “boost” the use of LNG as a transportation  
  fuel. These changes include updates to the greenhouse gas reduction regulation as  
  well as a direction that would exempt the planned expansion of Fortis BC’s  
  Tilbury LNG facility from a review by the BCUC.  
 
a) Please provide a Copy of the BC Government Direction to the BCUC. 
 
b) Please provide a copy of the BCUC Order Fortis BC Order (G-165-11A) 
 

Response: 
 

a)  Please see Attachment 1 for a press release from the British Columbia Ministry of Energy and 
Mines addresses the government’s intent to support FortisBC’s investment of up to $400 
million in the expansion of the Tilbury liquefied natural gas (LNG) facility.  As referenced in 
the attached press release, the following link 
http://www.gov.bc.ca/ener/popt/down/natural_gas_strategy.pdf is to the BC government’s 
“Natural Gas Strategy – Fuelling BC’s Economy for the Next Decade and Beyond” (dated 
February 3, 2012). This document includes a complimentary strategy focusing specifically on 
the development of the LNG sector. 
 

b)  Please see Attachment 2 for a copy of the BCUC Order (G-165-11A). 
 
 

http://www.gov.bc.ca/ener/popt/down/natural_gas_strategy.pdf
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 10 
 
Preamble:  Union indicates it had discussions with several parties looking to enter Ontario’s  
  LNG distribution market. To assess and verify the market interest in the service,  
  Union conducted a non-binding call for Expressions of Interest (“Expression”) for 
  volumes of LNG from the Hagar plant. 
 
a) Please provide the specific details of the “Expressions of Interest” and provide the document 

issued in the non-binding call. 
 

b) Please outline Union’s next steps and timing in the process beyond the “Expressions of 
Interest” phase. 
 

c) For each Party identified, please discuss readiness i.e. the timing of when the minimum 
annual commitment could be realized. 

 

Response: 

a) Attachment 1 is the Expression of Interest package.  This document, along with the details of 
the Expression of Interest is available at the following link: 
http://www.uniongas.com/storage-and-transportation/news/open-seasons/2014/feb-18 

b) Union is currently in negotiations with all parties to review and complete final binding 
contracts for the service. 
 

c) Please see the response to Exhibit B.Northeast.12.  
 
 

http://www.uniongas.com/storage-and-transportation/news/open-seasons/2014/feb-18
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Non-Binding Call for Expressions of Interest for 

Liquefied Natural Gas (LNG) Services 

February 18th, 2014 

Union Gas Limited ("Union Gas") is conducting this non-binding call for expressions of interest 

in support of a proposal to offer liquefaction (LNG) services at the Hagar LNG Plant located near 

Sudbury, Ontario. Interested parties are asked to express interest in this liquefaction service 

dispensed by Union Gas FOB at the Hagar LNG Plant. 

700 MK Major Highway Range from Hagar LNG Plant: 

Map data: Google, National Institute of Statistics and Geography 

P.O. Box 2001. 50 Keil Drive North. Chatham. ON. N7M 5M1 www.uniongas.com  
Union Gas Limited 
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0 miongas 
A Spoctra Energy Company 

Terms of Service: 
• Services beginning as early as Q3 2015 to accommodate a variety of consumption patterns 

• An initial contract term of up to 10 years 

• Minimum annual commitment required 

• Customers are expected to adhere to provincial & federal standards in effect, tankers used 

must be in good condition and drivers must be qualified 

• For the purposes of billing, the LNG is considered to be sold, delivered and billed at the 

Hagar LNG Plant (FOB) in CAD/GJ 

Price of Service: 
Liquefaction Service 

Liquefaction fee expected to be in the range of $5.54-$6.93 CAD/GI ($0.20-0.25 CAD/DLE*) 
subject to Ontario Energy Board approval 

Natural Gas Commodity 

Delivered to the Hagar LNG Plant/TransCanada's Union Northern Delivery Area 

• The 1 year average same day price of natural gas commodity in Ontario at the Dawn Hub as 
of February 10, 2014 was $4.58 CAD/GJ ($0.17 DLE) 

• Transportation fees from the Dawn Hub are currently $0.44 CAD/GJ ($0.016 CAD/DLE) 

• Transportation fees are subject to Ontario Energy Board Regulation 

NOTE: 
* Diesel Litre Equivalent (DLE) to GJ Conversion Factor Used = 27.7 as per Go For Natural Gas 
littp://www.clowithnaturalqas.ca/cietting-startediunderstandinq-energy-eauivalency/   

Additional Information: 

Flexible liquefied natural gas services are being offered to customers in order to serve a variety 

of consumption patterns. In order to assess market interest in the service, Union Gas requests 

that interested parties provide a maximum daily quantity required as well as annual and 

monthly consumption estimates where possible. 

Customers have the option of either supplying their own natural gas commodity to the Hagar 

LNG Plant, or of having Union Gas provide natural gas commodity to the Hagar LNG Plant on 

their behalf. Customers interested in liquefaction service and natural gas commodity supply 

should stipulate this on their bid form along with any conditions to this effect. 

Once expressions of interest have been received Union Gas will determine the feasibility of the 

service and contact all interested parties directly. If Union Gas determines that sufficient 
interest has been received Union Gas will proceed with negotiation of contracts with interested 

parties. In no way does this Call for Expressions of Interest oblige Union Gas to execute any 

P.O. Box 2001. 50 Keil Drive North. Chatham. ON. N7M 5M1 www.uniongas.com  
Union Gas Limited 
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contract with interested parties. Respondents may, in their expression, indicate any other 

terms and conditions they wish to add or modify. 

Interested parties are asked to complete the attached bid form and return to Union Gas no 

later than 2 pm on March 7, 2014. Respondents may, in their submission, indicate any other 

terms and conditions they may wish to add or modify. If you have any questions, please 

contact either Murray Smith or Steve Kay. 

P.O. BM 2001. 50 Keil Drive North, Chatham, ON. N7M 5M1 www.uniongas.com  
Union Gas Limited 
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Expressions of Interest for Liquefied Natural Gas Services: 

Please complete, sign and return this Expression of Interest on or before 2:00 p.m. EDT on March 7, 
2014, via email or fax to: 
ATTN: Murray Smith via Email: msmith@uniongas.com 	Fax: (519) 436-4645 
Dear Murray: 

In response to the letter from Union Gas regarding Expressions of Interest, dated February 18, 2014, 
(Please enter your company name here) 	 ("Customer") 
Customer requests the opportunity to express interest in interruptible LNG services at the Hagar LNG 
Plant, as outlined below. 

Start Date 
mmiddhyyy 

Term 
Up to 10 Years 

Maximum Daily 

Quantity(GJ or DLE*) 

Minimum Annual 

Commitment 

Monthly 
Consumption Estimates 

Commodity 

Preference 
Interest in sourcing from 

Union Gas? 

Commodity 

Delivery Point 

Preference 
Dawn vs. Union NDA 

Conditions 
Of Interest Expressed 

Attach additional 

conditions to your 
submission as required 

*If using DLE, Union Gas will convert to GJ of natural gas using 27.7 conversion factor 

It is understood that Union Gas will review interest and acknowledge all requests received by 2:00 
pm EDT on March 12, 2014. 
Yours truly, 

Name (printed) 

 

Phone 

   

Signature 

 

Fax 

   

Title 

 

Date 

Email 

  

P.O. Box 2001. 50 Keil Drive North. Chatham, ON. N7M 5M1 www.uniongas.com  
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Dawn, one of the most liquid hubs in North America, has the capacity to export 
more than 6 Mid to eastern markets 

(this equates to roughly 5% of peak N.A. demand and over 50% of average daily Canadian demand) 

• The 3rd  most physically 
traded gas market hub in 
North America 

• Connected to all major 
North American natural 
gas supply basins 

• Supply reliability and 
price transparency 

• Union Gas alone brings 
135 Pi/year of gas onto 
the system 

The Dawn Hub 
Where supply meets demand 

• The largest integrated 
natural gas storage 
facility in Canada 

Natural Gas Pipeline Map 

Parkway 
Kirkwall 
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Background 

About Union Gas: 
Union Gas Limited is a major Canadian natural gas storage, transmission and distribution 

company based in Ontario with 100 years of experience and service to customers. The 

distribution business serves about 1.4 million residential, commercial and industrial customers 

in more than 400 communities across northern, southwestern and eastern Ontario. Union Gas, 

named one of Canada's Top 100 Employers for 2014, is a Spectra Energy (NYSE: SE) company 

with assets of $5.8 billion and approximately 2,200 employees. For more information, visit 

uniongas.corn.  

What is LNG: 
• LNG is natural gas that is cooled to -162°C. 

• LNG is up to 11600th  the volume of natural gas, making it easy to store and safe to 

transport. 

• LNG is clear, colourless, non-toxic and non-corrosive. In its liquid state, LNG is non-

flammable. 

• Depending on its end use, LNG can be converted back to a gas state. 

• LNG's high storage density makes it a viable alternative to diesel fuel for heavy duty 

transport, marine, mining and rail applications. 

P.O. Box 2001. 50 Keil Drive North, Chatham, ON. N7M 5M1 www.uniongas.com  
Union Gas Limited 
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Cost Advantage: 
When compared to alternative fuels like diesel and gasoline, LNG use can lower energy costs 

by 30-40 percent. As a result of abundant natural gas supply in North America, the price of 

natural gas is expected to remain low and stable over the long term relative to historic 
levels. 

Environmental Advantages: 
Union Gas is committed to minimizing the effects of our operating facilities on the 

environment. Any environmental impacts of new construction or ongoing operations will be 

taken seriously and protective measures will be developed to avoid or minimize effects. LNG 

can also help address environmental concerns like climate change and smog, offering green 
house gas emissions reductions of up to 28%. 

LNG Safety: 
Our highest priority is the safe operations of our facilities for the public and our workers. 

The Hagar LNG Plant is designed to meet stringent safety codes and requirements of the 

Canadian Standards Association and the Technical Standards and Safety Authority. The facility is 

manned 24/7 and has multiple safeguard measures in place, including the ability to shut down 
the system at anytime. 

Customers will be responsible for the transportation of the LNG from the Hagar LNG Plant to 

market. 

Who Will Benefit: 
Local Communities 

• Experienced contractors will use local resources to construct the facilities, and where 

possible, will procure material from the local community. 

• Local communities also benefit from taxes that Union Gas pays to the municipality 

annually for its existing Hagar LNG Plant. 

Ontario 

• Liquefied natural gas will play a key role in meeting Ontario's future transportation fuel 

needs and in helping the province meet greenhouse gas emissions targets. 

• The benefits of LNG have prompted plans to build refueling stations in the United States 

and Canada along main trucking corridors. The Hagar Project will help support such 

initiatives. 

• The Union Gas Hagar facility is currently the only existing Ontario based LNG plant and it 

presents an opportunity to offer a service without the need to construct a new facility. 

• The use of LNG is limited to transportation fuels. 

P.O. Box 2001. 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com  
Union Gas Limited 

Page 6 of 6 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Pages 12/ 13 and  
   Exhibit A, Tab 2, Page 4 
 
Preamble:  The 2013 Board-approved revenue requirement for Hagar is approximately $6.2  
  million and is recovered from Union North customers in delivery rates. 
 
a) Please provide the detailed Revenue Requirement Calculation for the Hagar Facility for 2015- 

2018. 
 
b) Please provide the actual use of the liquefaction facility for the historic years 2010-2013 and 

projections for 2015-2018. 
 
c) Please define and illustrate what capacity (Space and Deliverability) is required and what is 

excess to system integrity by month for 2015-2018. 
 
d) Please illustrate what capacity space and deliverability and volumes are available to provide 

LNG Transportation Fuel on an interruptible service basis over a typical year. Please clarify 
assumptions regarding base System Integrity requirements 

 

Response: 
 
a)     Please see the response to Exhibit B.Energy Probe.2 a).   
 
b) 

Year Liquefaction (GJ) 

  2010 115,958 
2011 133,812 
2012 104,055 
2013 90,616 

 
These actual quantities of LNG are also shown at Exhibit B.Staff.10.  
 
Please see the response to Exhibit B.Northeast.78 that shows a breakdown of these actuals 
showing both the quantities of LNG vapourized for system integrity and the quantities lost to 
boil-off. 
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The 2015 to 2018 liquefaction forecast assumes 104,000 GJ/year for boil-off replacement 
and Union’s forecast liquefaction activity per Exhibit A, Tab 2, Schedule 5. These forecast 
totals do not include the liquefaction of volumes required for system integrity. Forecasting 
these volumes is not possible since system integrity events are uncertain and unplanned.  
 

Year Liquefaction (GJ) 
2015 171,840 
2016 443,200 
2017 680,640 
2018 782,400 

 
 

c)  As provided at Exhibit A, Tab 1, p. 12, 0.6 PJ of LNG space and 90,000 GJ/d of deliverability 
is required to meet system integrity requirements.  Since system integrity events are uncertain 
and unplanned a monthly forecast is not possible.  For this reason, 0.6 PJ of LNG space and 
100% of the vapourization capacity is reserved for system integrity purposes. 

 
d) LNG space capacity available for LNG Transportation Fuel customers will be 7,000 GJ as per 

Exhibit A, Tab 1, p. 18, line 14. Liquefaction capability available on a typical day will be 
3,186 GJ/day except when scheduled maintenance is required or a system integrity event 
requires the LNG tank to be re-filled. It is expected that the annual average days the 
liquefaction will be available is 167 days over the forecast period as shown at Exhibit A, Tab 
2, Schedule 5.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 14/15 
 
Preamble:  Union proposes to replace the current height measurement equipment with a radar 
  measurement system. This radar measurement system can measure the height of  
  LNG in the tank without any physical contact with the LNG surface, and without  
  the need for inside-tank components that require service. Union proposes to  
  recover the $200,000 capital cost as part of the liquefaction rate. 
 
a) Please confirm the costs of this upgrade. 
 
b) Please indicate whether this upgrade is required for System Integrity Service. 
 
c) Please indicate the upgrade is required for LNG Transportation Service.  
 
d) If this upgrade is desirable for SE purposes, confirm the costs are below the threshold under 

the IRM Plan. 
  
e) If required for the unregulated LNG Transportation Fuel Business, confirm the fully allocated 

costs will be recovered from that non-utility business. 
 

Response: 

a)  The estimated cost for the upgrade to the LNG tank level measurement is $200,000.  This 
estimated cost includes supply and installation of the radar gauge.  

b)  No. It is not required for system integrity.  

c)  Yes. The upgrade is required for the LNG service.  

d) The upgrade is not “desirable” for Spectra’s purposes.  The measurement upgrade is required 
to provide Union’s proposed liquefaction service.  Accordingly, the costs will be recovered in 
the proposed rate.   

e)  N/A 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 17 
 
Preamble:  The first option is for the customer to contract with Union for the provision of  
  utility sales service under the proposed L1 rate schedule and the Union North  
  Schedule “A”. Under this option, Union would provide both gas supply   
  commodity and upstream transportation. The second option is for the customer to  
  contract directly with gas suppliers or marketers for the provision of gas supply  
  commodity and upstream transportation to deliver natural gas to the Union NDA.  
  Under this option, the customer will manage its own gas supply and upstream  
  transportation arrangements in a manner similar to other Union North direct  
  purchase. 
 
Please provide a copy of the draft modifications to Union North Schedule “A” to accommodate 
gas supply charges in dollars per gigajoule ($/GJ) in order to charge customers for this service 
as: 

  - sales service or  
 - direct purchase customers. 
 

Response:  
 
Please see Exhibit A, Tab 2, Schedule 4 for a black-line version of Union North Schedule “A”.   

The proposed Rate L1 gas supply charges would be applicable to Rate L1 sales service 
customers only.  Direct purchase customers that utilize Union’s proposed liquefaction service 
will be responsible for their own gas supply commodity and upstream transportation 
arrangements.  Please also see Exhibit A, Tab 1, page 17. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 19 
 
Preamble:  At Page 19, Union discusses customer forecast and minimum annual volumes. 
 
Please provide the forecast annual revenues for each of the years 2015 to 2018 based on the 
minimum annual commitment from the six Parties that expressed interest in purchasing LNG. 

 

Response: 
 

The table below is a summary of the forcast annual revenues from the six parties that expressed 
interest in Union’s non binding open season to purchase LNG at Hagar.  Please see the response 
to Exhibit B.Northeast.12. 

Non Binding Open Season

Party
Minimum Annual 

Commitment Annual Revenue
Proposed L1 Rate 5.096$                       
"A" 106,180                          541,093$                   
"B" 55,000                            280,280$                   
"C" 90,253                            459,929$                   
"D" 150,000                          764,400$                   
"E" 190,000                          968,240$                   
"F" 109,200                          556,483$                   
Total 700,633                          3,570,426$                 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 2, Schedule 5  
 
Preamble:  In Schedule 5 Union provides the forecast liquefaction sales activity and number  
  of liquefaction days per year for the years 2015 to 2018. 
 
Please provide the calculation that supports the forecast liquefaction sales activity amounts for 
each year and number of liquefaction days for each year and include all assumptions. 

 

Response: 
 

Year 

LNG 
Available 
(,000's GJ) 

(1) 

Load 
Factor 

for 
Sales 

(2) 

Forecast 
Sales 

Activity 
(3) 

    
2015 

               
226.1  30% 

          
67.8 (4) 

    
2016 

               
678.4  50% 

        
339.2  

    
2017 

               
678.4  85% 

        
576.6  

    
2018 

               
678.4  100% 

        
678.4  

    
        Notes: (1) Assumes 344 days liquefaction times average daily liquefaction (3,186 

GJ/day) less boil off replacement and System Integrity vapourization 
replacement = 678,400 GJ  

  (2) Projected load factor based on Expressions of Interest 

 

(3) Forecast Sales Activity (Exhibit A, Tab 2, Schedule 
5, Line 9) 

 
  

  
(4) 2015 includes 4 months of sales activity due to in-service 
date   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 19 
 
Preamble:  At the end of the contract year, if the customer has not met its Minimum Annual  
  Volume commitment within the 12 months, any quantity shortfall will be invoiced 
  in the month for the liquefaction component only (i.e. no natural gas commodity  
  or transport fees). 
 
By way of example, please provide the calculation for the liquefaction component only under 
this scenario. 

 

Response: 
 
The liquefaction component will be the regulated L1 Rate ($5.096 GJ) times the shortfall 
volume. The table below provides an example. 

Shortfall Volume 
(GJ) 

L1 Rate 
($5.096/GJ) 

Total MAV 
Payment 

($) 
                           

1,000   $       5.096  
 $                   

5,096.00  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 20 and Table 3 
 
Preamble:  Union will invest an estimated $8.7 million in project capital costs. These costs  
  include the installation of the radar measurement system as well as valves and  
  piping that will allow LNG to flow to dispensing facilities plus the construction  
  and installation of piping and a LNG dispensing/pumping skid and weigh scales  
  required to measure the LNG transferred into the tanker truck. 
 
Please indicate the basis of and level of confidence in the Capital Costs. 
 

Response:  
 
The capital costs are based on preliminary designs as well as courtesy quotations from equipment 
suppliers and construction contractors.  Union has a high level of confidence in the estimated 
capital costs for this project 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 1, Page 20 and Table 4 
 
Preamble: Union is forecasting total incremental O&M expenses of $1.072 million per year  
  by 2018. These incremental O&M expenses are driven by the increased usage of  
  the liquefaction equipment at Hagar associated with the provision of the proposed  
  liquefaction service. Table 4 provides a detailed breakdown of the forecasted  
  incremental O&M expenses from September 2015 to December 2018. 
 
a) Please provide details of the Salary and Wage costs in terms of FTEs. 
  
b) Indicate why/whether the employees are dedicated or incremental to existing staff for Hagar 

Operations (Manager, one supervisor, one administration staff and eight operators). 
 
c) Please provide explanation as to why the Road Upgrade Capital is Expensed. 
 
d) Please provide details of the incremental Insurance costs for the LNG Transportation Fuelling 

Facility 
 

Response: 

a) As stated at Exhibit A, Tab 1, p. 21, Union estimates it requires one additional operator at the 
plant in 2015 and 2016 and two additional operators in 2017 through 2018.  The costs of these 
incremental employees are included in Exhibit A, Tab 1, Table 4, line 1.  

b) These employees are incremental to the existing staff.  They are required to safely liquefy and 
comply with TSSA requirements. 

c) Please see the response to Exhibit B.Staff.8 a). The $500,000 is a one-time expense.  The 
municipality owns the road and is required to maintain the road in the future. 

d) Please see the response to Exhibit B.BOMA.12.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 2, Page 6 and Table 2, Page 7 and  
   Exhibit A, Tab 2, Schedule 1 
 
Preamble:  For 2013 Board-approved Hagar costs that support the overall operations of the  
  Hagar facility and cannot be directly attributed to a particular function, Union is  
  proposing to functionalize those costs in proportion to the functionalization of  
  directly assigned costs. 
 
a) Please provide a copy of the KPMG Cost Allocation study. 
 
b) For other LNG facilities in BC and Quebec compare the functionalization of directly assigned 

assets to those proposed for Hagar. 
 
c) Please compare the Other Asset allocations to the directly assigned assets for these facilities. 
 
d) Confirm the KPMG CA study is for 2013. 
 

Response: 

a)  The KPMG cost allocation analysis is provided at Exhibit A, Tab 2, Attachment A. KPMG 
did not complete a cost allocation study.  

b)  Union does not have the information required to compare the functionalization of directly 
assigned assets at other LNG facilities in BC and Quebec to Union’s proposal for the Hagar 
facility.     

 
c)  Please see the response to part b) above. 
 
d)  The KPMG cost allocation analysis is based on Union’s 2013 Board-approved cost allocation 

study.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 2, Schedule 1 and  
   Exhibit A, Tab 2, Schedule 5 
 
Please provide a Schedule with the proposed 2015 in-service allocation and Revenue 
Requirement for the Hagar System Integrity facility. 
 
a) Confirm Exhibit A, Tab 2, Schedule 5 shows the fully allocated Incremental Cost for the 

Transportation Fuel Service. 
 
b) What are the incremental Insurance Costs? 
 
c) Please provide a version of Schedule 5 including these incremental insurance costs. 
 

Response: 
 

a)  Not confirmed.  Exhibit A, Tab 2, Schedule 5 includes the incremental costs associated with 
the project.  It does not include an allocation of 2013 Board-approved costs. 

 
b)  Please see the response to Exhibit B.BOMA.12.  
 
c)  Please see response to part b) above. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 2, Page 11 
 
Preamble:  The second step in the cost allocation review was to determine the function of  
  Hagar (2013) operating and maintenance expenses. Examples of operating and  
  maintenance expenses include salary and wages, materials, electricity costs and  
  equipment maintenance. 
 
Please provide a Schedule that shows the 2013 Operating Expenses functionalized by function as 
well allocation of any non-functionalized costs. 
 

Response:  
 
Please see Exhibit A, Tab 2, Schedule 1, lines 22 to 25 for the functionalization of 2013 Board-
approved Hagar O&M costs. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Energy Probe 

 
Reference:  Exhibit A, Tab 2, Page 21 and  
   Exhibit A, Tab 2, Schedule 6 
 
Preamble:  The derivation of the interruptible liquefaction rate can be found at Schedule 6.  
  Based on the average forecast level of liquefaction activity of approximately  
  416,000 GJ per year and Union’s proposed interruptible liquefaction rate of  
  $5.096/GJ, Union estimates that the interruptible liquefaction service will   
  generate approximately $2.1 million per year in utility revenue (Schedule 6, line  
  21). 
 
a) Please list all the rate design assumptions for the base case and indicate why these are 

appropriate values for each of the three years. 
 
b) Please indicate what will happen if either the 7,000 GJ/day or 170 days of interruptible 

service are found to be inappropriate after the RFP has been issued. 
 

Response: 

a) The proposed interruptible liquefaction rate is intended to make a contribution towards the 
recovery of existing 2013 Board-approved Hagar liquefaction and storage costs, Union North 
distribution costs and to recover all the incremental costs associated with the provision of the 
interruptible liquefaction service. 

 
 The rate design assumptions include: 
 

• Board approval of Union’s proposed cost allocation methodology used to allocate 2013 
Board-approved costs between liquefaction, storage and vapourization functions performed 
at Hagar, and Union North distribution costs to the Rate L1 service; 

• Incremental annual liquefaction costs of $1.460 million; 
• Average annual forecast liquefaction activity of 415,520 GJ per year; 
• 167 days per year of liquefaction service provided to  customers and; 
• 7,000 GJ of storage space capacity utilized by liquefaction customers. 

 
 Union’s proposed cost allocation methodologies are consistent with the principles of cost 

causality and ensure that the costs allocated to each function (liquefaction, storage, 
vapourization and distribution) reflect the costs to perform that function.  Union’s forecast of 
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average annual liquefaction activity, the number of days of liquefaction service and the 
storage space utilized by liquefaction customers is based on the best available information 
regarding: 
 
  a) Union’s available liquefaction capacity and storage space; and,  
 
  b) how customers intend to utilize the liquefaction service. 
 

b) If the Board found the 7,000 GJ or 167 days of interruptible service to be inappropriate, Union 
would need to reassess whether it can offer the service as contemplated. 



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Northeast.1  
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 1, Page 1, Lines 9-11 
 
  
Spark ignited engines have limitations on the amount of ethane, nitrogen and C6+ components 
that are acceptable in LNG. These components are not an issue for utility uses of LNG, but can 
cause engine issues when LNG is used as a transportation fuel. Notwithstanding historical gas 
quality information and current tariff limits of TCPL, there is a trend in the western Canadian 
sedimentary basin (WCSB) toward the production of much richer unconventional natural gas. 
The share of ethane and heavier components in this sales gas from WCSB is expected only to 
increase over time on the TCPL Mainline that feeds Hagar.  Please indicate whether the current 
capital estimate includes the cost to add a dethanizer, nitrogen rejection column, and a C6+ 
stripper to the existing liquefaction unit. 
 

Response: 
 
When the Hagar plant was originally built, it included an ethane removal skid.  Shortly after 
Hagar went into operation the ethane removal skid was decommissioned and has not been 
required since.   

The current capital cost estimate does not include costs to add a dethanizer, nitrogen rejection 
column, and/or a C6+ stripper to the existing liquefaction unit. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 1, Page 1, Lines 9-11 
 
Please state how Union plans to dispose of any of the heavier components stripped from the feed 
gas in order to comply with transportation fuel specifications.  What are the estimated disposal 
costs and where are they reflected in Union’s rate proposal? 
 

Response: 
 
The gas arriving at Hagar does not require Union to strip out the heavier components from the 
gas. Accordingly, there are no forecasted disposal costs to be recovered in the proposed 
liquefaction rate.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 1, Page 1, Lines 9-11 
 
Please state how the energy content of the heavier components that are stripped out of the gas 
will be accounted for on a rate making basis? 
 

Response:  
 
Please see the response to Exhibit B.Northeast.2. There is no requirement to strip out the heavier 
components of the gas.  
 
Heating value of LNG will be measured and will provide the basis for billing. The energy 
content of the heavier components will be accounted for in measured heating value. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 1, Page 1, Lines 9-11 
 
As unconventional gas ethane content and gas density changes on a daily basis and to the extent 
that these changes are not blended out through mixing within the TCPL system, please indicate 
the capability of the Hagar plant to change its refrigerant composition to accommodate 
transportation fuel specifications.  To the extent that this capability does not exist, what are the 
estimated costs of creating this capability and where are those costs reflected in Union’s rate 
proposal? 
 

Response:  
 
Hagar utilizes a mixed refrigeration system.  The cycle mix is composed of a number of 
constituents that can be changed depending on liquefaction requirements. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 1, Page 1, Lines 9-11 
 
Please specify the extent to which producing transportation grade LNG will increase the cost of 
the liquid in storage that is held for system integrity use.  Are such costs, if any, reflected in 
Union’s rate proposal? 
 

Response:  
 
Union is currently producing transportation grade LNG. As a result, there are no incremental 
costs reflected in Union’s rate proposal. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference:  Exhibit A, Tab 1, Page 1, Lines 13-15 
 
Please describe sales plans for LNG from Hagar beyond the on-highway market, since no other 
markets are identified in the application.  
 

Response:  
 
Please see the response to Exhibit B.Staff.1.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference:  Exhibit A, Tab 1, Page 1, Lines 13-15 
  
Please specify which other markets under consideration do not require regulatory approval and 
that might require regulatory approval. 
 

Response:  
 
Please see the response to Exhibit B.BOMA.9 a).   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference:  Exhibit A, Page 4, Table 1 
 
Union forecasts a total demand of 1,662,080 GJ over a period of 40 months.  Exhibit A, Tab 2, 
shows the demand growing from 203,520 GJ in 2015 (annualized) to 678,400 in 2018, yielding a 
levelized demand of 425,520 GJ per year to 2018.  

a) Please describe how Union arrived at the annual liquefaction sales figures that underpin the 
sales forecast in Table 1. 

b) Please provide the expected sales forecast for 2019 to 2035. 

c) Please describe what, if anything, would prevent Union’s LNG customers from switching to 
new, lower cost sources of liquefaction services, leading to an erosion of customers 
supporting the L1 rate.  

d) Please provide the assumptions Union makes about market forces, including but not limited to 
the barriers facing customers converting to LNG, the ability of OEMs, engine companies and 
others to deliver LNG solutions at a reasonable price, and the price of oil versus natural gas. 

 

Response: 

a) Please see the response to Exhibit B.Energy Probe.10.  
 

b) A sales forecast has not been prepared for 2019 to 2035. 
 

c) Union’s LNG customers are free to switch to any other source of LNG provided the terms of 
their contracts (e.g. term, MAV) are fulfilled.  As stated previously, Union views the small 
quantity of LNG available from Hagar as only sufficient to help start a more robust and 
competitive LNG market. 
 

d) Please see the response to Exhibit B.BOMA.5. The chart below provides future oil and natural 
gas pricing. 
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Source of benchmark prices: 
   Consensus Economics Inc. /  Energy & Metals Consensus Forecasts June 2014 report page 5 

benchmark price estimates are copyrighted and require prior publisher permission for sharing purposes  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 8, Lines 14-16 
 
In the United States in recent years, a number of local distribution companies have either sold 
their LNG assets to private companies or spun-off their LNG assets into un-regulated businesses 
to market and sell LNG as a replacement for diesel.  For example, In 2011 Pivotal LNG 
purchased a 5,000 GJ/day LNG facility located in Trussville, Alabama, from the Utilities Board 
of the City of Trussville.  In 2013, Citizens Energy Group in Indianapolis vested its LNG assets 
with Kinetrex Energy to supply LNG to fuel UPS tractor trailers in the Midwest. Please identify 
to what extent Union has evaluated the cost-effectiveness of selling the Hagar facility to a private 
entity and then contracting back the required system integrity services on behalf of Union North 
customers.  
 

Response:  
 
Union did not evaluate the cost-effectiveness of selling Hagar to a private entity and then 
contracting back the required system integrity service as the primary purpose of the Hagar 
facility is for system integrity needed to support regulated operations. Union did however 
review, at a high level, the possibility of contracting for a firm system integrity service in the 
marketplace. Initial indications revealed it was extremely difficult to find a party who could offer 
this service on a firm basis. Further, the costs of such a service would be extremely expensive. 
For these reasons, Union determined that contracting a system integrity service was not a 
reasonable alternative.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10-11 
 
Northeast Midstream is an Ontario limited partnership that has been approved to build a new 
LNG production facility in Thorold, Ontario, to serve the Great Lakes region, including all of 
Ontario.  Thorold will have the capacity to liquefy up to 33,000GJ/day of natural gas, or 12 
million GJ per year, which is ten-times the total capacity of Hagar.  Please state whether Union’s 
revenue projections take into account the operation of the Thorold facility. 
 

Response:  
 
No. Union’s revenue projections do not take into account Thorold or any other proposed facility.  
The revenue projections are limited by the amount of LNG that Hagar is capable of liquefying 
while maintaining system integrity needs.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
  
Union has obtained six expressions of interest for a total of 700,633 to 810,633 GJ per year.  
Contract tenors range from three to ten years, although two of the six respondents declined to 
specify a term.   The open season document provides an indicative price of $5.54 to $6.93 /GJ, 
plus the natural gas commodity, which is 10% to 20% higher than the proposed L1 Rate, and 
Union has not yet signed a precedent agreement with any customer.  Please specify whether the 
minimum annual commitments in Table 2 reflect the price indicated in the open season or the 
price of the proposed L1 Rate. 
 

Response:  
 
The minimum annual volume commitments (MAV) in Table 2 are non-binding volume 
commitments made during the open season. The open season documents did provide an 
indicative price but clearly stated this price would change to reflect Union’s application to the 
OEB and subsequent OEB approval.    
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
Please explain why Union hasn’t waited until it signed precedent agreements sufficient to 
support the planned expansion before making its application for the L1 Rate. 
 

Response:  
 
As part of Union’s efforts to assess the viability of offering a liquefaction service at Hagar, it 
conducted a non-binding Expression of Interest. As shown in the results filed at Exhibit A, Tab 
1, p. 10, Table 2, Union is aware that interest in this service exists in the marketplace. Union is in 
the process of exploring the positive results it received from the Expression of Interest through 
ongoing discussions with the various respondents. Through these discussions it is clear parties 
are reluctant to make a long-term commitment to the service without a Board-approved rate. A 
Board-approved rate is essential for these parties to proceed with firm commitments and 
precedent agreements.  Once a rate is approved Union can properly assess the demand and 
determine whether there is sufficient interest to proceed.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
Without one or more precedent agreements for capacity as evidence to support the rate 
application, please indicate what probability Union assigns to each of these expressions of 
interest that it will convert into a precedent agreement.  
 

Response:  
 
Please see response to Exhibit B.Northeast 12. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
Please provide a template precedent agreement that Union is using with potential customers. 
 

Response: 

The draft contract documents are attached: 

a) Liquefaction & Dispensing Contract (June 24, 2014) – Attachment 1 
b) Liquefaction General Terms & Conditions (June 24, 2014) – Attachment 2 

 
These documents are draft and are subject to change.  
 



Contract No. LD___ 

THIS LIQUEFACTION AND DISPENSING AGREEMENT (this “Agreement”) dated as of 
the ____ day of [Month], [year], 

UNION GAS LIMITED, a company existing under the laws of 
the Province of Ontario, 
(hereinafter referred to as “Union”) 

- and - 

[CUSTOMER NAME], a [type of entity] existing under the laws 
of the 
(Province, State, Country) of [   ],  
(hereinafter referred to as “Customer”) 

WHEREAS, Union owns and operates liquefaction and dispensing facilities in 
Hagar, Ontario, through which Union offers “Liquefaction Services”, as defined in the 
Liquefaction General Terms and Conditions; 

AND WHEREAS, Customer wishes to retain Union to provide such Liquefaction 
Services, as set out herein, and Union has agreed, subject to the terms and conditions of this 
Agreement, to provide the Liquefaction Services requested; 

NOW THEREFORE, this Agreement witnesses that, in consideration of the 
mutual covenants and agreements herein contained and for other good and valuable 
consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereby 
agree as follows: 

ARTICLE 1 
INTERPRETATION AND DEFINITIONS 

1.1 Divisions, Headings and Index:  

The division of this Agreement into Articles, Sections and Subsections, and the insertion 
of headings and any table of contents or index provided are for convenience of reference 
only, and shall not affect the construction or interpretation hereof. 

1.2 Defined Terms 

Capitalized terms used but not defined herein shall have the meaning given to them in the 
Liquefaction General Terms and Conditions. 

1.3 Industry Usage:  

Words, phrases or expressions which are not defined herein or in the Liquefaction 
General Terms and Conditions and which, in the usage or custom of the businesses of the 
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transportation, storage, and distribution or sale of natural gas and LNG have an accepted 
meaning shall have that meaning. 

1.4 Extended Meaning:  

Unless the context otherwise requires, words importing the singular include the plural 
and vice versa, and words importing gender include all genders. The words “herein” and 
“hereunder” and words of similar import refer to the entirety of this Agreement, including 
the Schedules incorporated into this Agreement, and not only to the Section in which 
such use occurs. 

1.5 Conflict:  

In the event of any conflict between the provisions of the main body of this Agreement 
(including Schedule 1) and Union’s L1 Rate Schedule, as defined below, the provisions 
of Union’s L1 Rate Schedule shall prevail over the main body of this Agreement. 

1.6 Currency: 

All reference to dollars in this Agreement shall mean Canadian dollars unless otherwise 
specified. 

1.7 Agreement Schedules: 

Refers to the schedules attached hereto which are specifically included as part of this 
Agreement, and include: 

Schedule 1 – Agreement Parameters 

1.8 Rate Schedule: 

“Union's L1 Rate Schedule” or the “L1 Rate Schedule” or “L1” shall mean Union’s L1 
Rate Schedule, (including the L1 Liquefaction Rate, the L1 Gas Supply Charge, Schedule 
“A” (“General Terms and Conditions”), Schedule “B”(“Nominations”)), or such other 
replacement rate schedule which may be applicable to the Liquefaction Services provided 
hereunder as approved by the Ontario Energy Board (if required), and shall apply hereto, 
as amended from time to time, and which is incorporated into this Agreement pursuant to 
Section 8.3 hereof. 



ARTICLE 2 
LIQUEFACTION SERVICES 

2.1 Liquefaction Services:  

Union shall, subject to the terms and conditions herein, provide the Liquefaction Services 
to Customer. Customer agrees to the following: 

(a) Negotiated Liquefaction Rate (if applicable), Minimum Annual Volume, First 
Annual Forecast, Gas Supply for First Contract Year, Term, Customer’s 
Additional Representations and Warranties, Receipt Point and Delivery Point 
shall be as set out in Schedule 1. 

(b) LNG Dispensed by Union: 

(i) Union agrees, on any Day, and subject to Sections 2.1(b)(ii) and 
2.1(b)(iii), to Dispense to Customer at the Delivery Point, such quantity of 
LNG set out on the Dispensing Schedule which both Customer and Union 
have confirmed;  

(ii) Under no circumstances shall Union be required to store any LNG on 
behalf of Customer; and 

(iii) Under no circumstances shall Union be required to deliver a quantity of 
LNG in excess of the Minimum Annual Volume or accept any gas at the 
Receipt Point except as set out in the Annual Forecast as subsequently 
confirmed by Union or as otherwise set out in the Liquefaction General 
Terms and Conditions. 

2.2 Accounting for Liquefaction Services:  

All quantities of gas and LNG handled by Union shall be accounted for on a daily basis. 

2.3 Commingling:  

Union shall have the right to commingle (i) the quantity of gas and (ii) the quantity of 
LNG referenced herein with gas or LNG, as applicable, owned by Union or gas or LNG, 
as applicable, being stored and/or transported by Union for third parties.  



ARTICLE 3 
TERM 

3.1 Initial Term 

The Initial Term of this Agreement will be as specified in Schedule 1 and will expire on 
the Expiry Date. 

3.2 Renewal 

Not later than three (3) months prior to the Expiry Date, Customer may request that 
Union extend the term of this Agreement on terms acceptable to both parties.  
Agreements with a Term of five (5) years or greater may continue in full force and effect 
beyond the Initial Term, at the request of Customer (such request to be received by Union 
no later than three (3) months prior to the Expiry Date), automatically renewing for a 
period of one (1) year, and every one (1) year thereafter, in each case, at the Liquefaction 
Rate for agreements with a term greater than one (1) year (as set out in the L1 Rate 
Schedule).  For agreements which have been automatically extended in such a manner, 
Customer may terminate the Agreement with notice in writing to Union at least one (1) 
year prior to the expiration thereof.   

3.3 Early Termination 

The term of this Agreement is subject to early termination in accordance with Section 16 
(Default or Bankruptcy) of the Liquefaction General Terms and Conditions. 

ARTICLE 4 
CONDITIONS PRECEDENT 

4.1 Conditions for Union’s Benefit 

The obligations of Union to provide the Liquefaction Services are subject to the 
following conditions precedent, which are for the sole benefit of Union and may be 
waived or extended in whole or in part in the manner provided for in this Agreement: 

(a) Union shall have obtained, in form and substance satisfactory to Union, and all 
conditions shall have been satisfied under, all governmental, regulatory and other 
third party approvals, consents, orders, and authorizations that are required to: 

(i) construct and operate any new facilities to be constructed by Union in 
order to provide the Liquefaction Services  (the “Expansion Facilities”); 
and  

(ii) provide the Liquefaction Services, under a regulatory framework 
satisfactory to Union, in its sole discretion;  



(b) Union shall have obtained all internal approvals that are necessary or appropriate 
to construct and operate the Expansion Facilities and provide the Liquefaction 
Services;  

(c) Union shall have completed and placed into service the Expansion Facilities; 

(d) Customer shall have executed this Agreement and provided Union with 
notification of the satisfaction or waiver of the conditions precedent for the 
benefit of Customer outlined in this Agreement;  

(e) Union shall have received from Customer the requisite financial assurances 
reasonably necessary to ensure Customer’s ability to honor the provisions of this 
Agreement as provided in Section 9.3 of the Liquefaction General Terms and 
Conditions.   

(f) Customer shall have represented and warranted to Union that it is purchasing 
LNG for use in accordance with its representation at Schedule 1. 

4.2 Conditions for Customer’s Benefit 

The obligations of Customer herein are subject to the following conditions precedent, 
which are for the sole benefit of Customer and may be waived or extended in whole or in 
part in the manner provided for herein: 

4.3 Satisfaction of Conditions Precedent 

Union and Customer shall each use due diligence and reasonable efforts to satisfy and 
fulfill the conditions precedent, if applicable, specified in Section 4.1 (a), (c), (d), (e) and 
(f) the conditions precedent specified in Section 4.2 (if any).  Each party shall notify the 
other forthwith in writing of the satisfaction or waiver of each condition precedent for 
such party’s benefit.  If a party concludes that it will not be able to satisfy a condition 
precedent that is for its benefit, that party may, upon written notice to the other party, 
terminate this Agreement and upon the giving of such notice, this Agreement shall be of 
no further force and effect and each of the parties shall be released from all further 
obligations hereunder; provided however, that such termination shall be without 
prejudice to any rights or remedies that a party may have for breaches of this Agreement 
prior to such termination and any liability a party may have incurred before such 
termination shall not thereby be released. 

4.4 Termination for Non-Satisfaction of Conditions Precedent 

If any of the conditions precedent in Section 4.1(d), (e) and (f) are not satisfied or waived 
by Union by the date set out in this Agreement (or if any of the conditions precedent in 
Section 4.2 are not satisfied or waived by Customer by the date set out in this 
Agreement), then either party may, upon written notice to the other party, terminate this 
Agreement and upon the giving of such notice, this Agreement shall be of no further 
force or effect and each of the parties shall be released from all further obligations 
hereunder; provided however, that such termination shall be without prejudice to any 



rights or remedies that a party may have for breaches of this Agreement prior to such 
termination and any liability a party may have incurred before such termination shall not 
thereby be released. 

ARTICLE 5 
REPRESENTATIONS AND WARRANTIES 

5.1 Customer represent and warrants that: 

(a) it is duly formed and organized and validly subsisting under the laws of its 
jurisdiction of organization. 

(b) it has all requisite corporate power and authority to execute and deliver this 
Agreement, to carry out its obligations hereunder, and to consummate the 
transactions contemplated hereby. 

(c) it has obtained all necessary corporate approvals for the execution and delivery of 
this Agreement, the performance of its obligations hereunder, and the 
consummation of the transactions contemplated hereby. 

(d) this Agreement has been duly executed and delivered by it and constitutes it's 
legal, valid and binding obligation, enforceable against it in accordance with its 
terms. 

(e) the execution, delivery and performance by it of these this Agreement does not 
conflict with, violate or result in the breach of, any agreement, instrument, order, 
judgment, decree, law or governmental regulation to which it is a party or is 
subject. 

ARTICLE 6 
CHARGES AND RATES 

6.1 Except as otherwise stated herein, the charges and rates to be billed by Union and paid by 
Customer for the Liquefaction Services provided under this Agreement will be those 
specified in the Liquefaction General Terms and Conditions. 

ARTICLE 7 
NOMINATIONS 

7.1 Liquefaction Services provided hereunder shall be in accordance with the prescribed 
nominations procedure as set out in Union’s L1 Rate Schedule “B” (Nominations). 



ARTICLE 8 
MISCELLANEOUS PROVISIONS 

8.1 Notices:  

All communications provided for or permitted hereunder shall be in writing, personally 
delivered to an officer or other responsible employee of the addressee or sent by 
registered mail, charges prepaid, by email or other means of recorded electronic 
communication, charges prepaid, to the applicable address or to such other address as 
either party hereto may from time to time designate to the other in such manner, provided 
that no communication shall be sent by mail pending any threatened, or during any 
actual, postal strike or other disruption of the postal service. Customer contact 
information, as provided to Union, shall be found on the secured portion of Union’s 
website (the secured portion of Union’s website is known as “Unionline”). Union’s 
contact information shall be displayed on the unsecured portion of Union’s website. Any 
communication personally delivered shall be deemed to have been validly and effectively 
received on the date of such delivery. Any communication so sent by email or other 
means of electronic communication shall be deemed to have been validly and effectively 
received on the Business Day following the day on which it is sent. Any communication 
so sent by mail shall be deemed to have been validly and effectively received on the 
seventh Business Day following the day on which it is postmarked. 

Notwithstanding the above, nominations shall be made by email or other recorded 
electronic means, subject to execution of an agreement for use of Unionline, or such other 
agreement, satisfactory to Union, and will be deemed to be received on the same Day and 
same time as sent. Each party may from time to time change its address for the purpose of 
this Section by giving notice of such change to the other party in accordance with this 
Section. 

8.2 Law of Contract:  

Union and Customer agree that this Agreement is made in the Province of Ontario and 
that the courts of the Province of Ontario shall have exclusive jurisdiction in all matters 
contained herein. The parties further agree that this Agreement shall be construed 
exclusively in accordance with the laws of the Province of Ontario. 

8.3 Entire Agreement:  

This Agreement (including Schedule 1), all applicable rate schedules and price schedules 
constitute the entire agreement between the parties hereto pertaining to the subject matter 
hereof. This Agreement supersedes any prior or contemporaneous agreements, 
understandings, negotiations or discussions, whether oral or written, of the parties in 
respect of the subject matter hereof. 



8.4 Enurement 

This Agreement will enure to the benefit of and be binding upon the parties and their 
respective successors and permitted assigns, including without limitation, successors by 
merger, amalgamation or consolidation. 

8.5 Governing Law and Submission to Jurisdiction 

(a) Governing Law. This Agreement, including all applicable rate schedules and price 
schedules, shall be governed by, and construed in accordance with, the laws of the 
Province of Ontario and the laws of Canada applicable therein. 

(b) Submission to Jurisdiction. Each party hereto irrevocably and unconditionally 
submits, for itself and its property, to the exclusive jurisdiction of the courts of 
Ontario, in any action or proceeding arising out of or relating to this Agreement, 
including all applicable rate schedules and price schedules, or for recognition or 
enforcement of any judgment, and each party hereto irrevocably and 
unconditionally agrees that all claims in respect of any such action or proceeding 
may be heard and determined in such court (and each party hereto agrees not to 
commence any proceeding relating thereto except in such courts). Each party 
hereto, hereby irrevocably waives, to the fullest extent it may effectively do so, 
the defence of inconvenient forum to the maintenance of such action or 
proceeding. 

8.6 Trial by Jury 

Each party hereto hereby irrevocably waives, to the fullest extent permitted by applicable 
law, any right it may have to a trial by jury in any legal proceeding directly or the 
transactions contemplated hereby (whether based on contract, tort or any other theory). 
Each party hereto (i) certifies that no representative, agent or attorney of any other person 
has represented, expressly or otherwise, that such other person would not, in the event of 
litigation, seek to enforce the foregoing waiver and (ii) acknowledges that it and the other 
party hereto have been induced to enter into this agreement by, among other things, the 
mutual waivers and certifications in this section. 

8.7 Time of Essence:  

Time shall be of the essence hereof. 

8.8 Counterparts:  

This Agreement may be executed in any number of counterparts, each of which when so 
executed shall be deemed to be an original but all of which together shall constitute one 
and the same agreement. This Agreement may be executed by electronic communication 
and this procedure shall be as effective as signing and delivering an original copy. 



8.9 Severability:  

If any provision hereof is invalid or unenforceable in any jurisdiction, to the fullest extent 
permitted by law, (a) the other provisions hereof shall remain in full force and effect in 
such jurisdiction and shall be construed in order to carry out the intention of the parties as 
nearly as possible and (b) the invalidity or unenforceability of any provision hereof in any 
jurisdiction shall not affect the validity or enforceability of any provision in any other 
jurisdiction. 

8.10 General Liability:  

The liability of the parties hereunder is limited to direct damages only and all other 
remedies or damages are waived. In no event shall either party be liable for 
consequential, incidental, punitive, or indirect damages, in tort, contract or otherwise. 

[signature page follows] 

  



THIS AGREEMENT SHALL BE BINDING UPON and shall enure to the 
benefit of the parties hereto and their respective successors and permitted and lawful assigns. 

IN WITNESS WHEREOF this Agreement has been properly executed by the 
parties hereto by their duly authorized officers as of the date first above written. 

 

UNION GAS LIMITED 

Per:  
 Authorized Signatory 

 

[NAME OF CUSTOMER] 

Per:  
 Authorized Signatory 

 



Schedule 1 

Agreement Parameters 

Negotiated Liquefaction Rate (for Agreements with a Term of 1 year or less) 

• $ ________________ (GJ) 

Minimum Annual Volume  

Union shall, over the term of this Agreement annually, liquefy and Dispense a minimum annual 
volume of LNG, in accordance with the Dispensing Schedule, such volumes for each Contract 
Year, the “Minimum Annual Volume” and Customer shall, over the term of this Agreement 
annually, deliver, or arrange for Union to deliver a quantity of gas, in accordance with the First 
Annual Forecast or Annual Forecast, as applicable, of:  

Contract Year Minimum Annual Volume 

20xx-20xx XXXXXX GJ 

  

  

  

 

First Annual Forecast (in GJ): 

 Jan Feb March April May June July Aug Sept Oct Nov Dec 

LNG to be  
Dispensed  

[xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] 

 

Gas Supply For First Contract Year 

• [by Customer] 

OR 

•  [by Union] 

Receipt Points, Delivery Points and Liquefaction Services Paths 

A “Receipt Point”, as noted in the chart below, shall mean the point where Union shall receive 
gas from Customer or from Union’s system on a firm basis and a “Delivery Point”, as noted in 



the chart below, shall mean the point where Union shall Dispense LNG to Customer, which 
points are more particularly described in the Liquefaction General Terms and Conditions. 

The Liquefaction Services are available for the following paths: 

Path Receipt Point(s) Delivery Point(s) 

1.  Union NDA Hagar Delivery Point 

 
Term 

This Agreement shall be effective as of the date of execution hereof; however, the obligations, 
terms and conditions for the Liquefaction Services herein shall commence on the later of: 

• [Month day, year]; and 

• the day following the date that all of the conditions precedent set out in Article 4 herein 
have  been satisfied or waived by the party entitled to the benefit thereof; 

 (such later date being referred to as the “Commencement Date”) and shall continue in full force 
and effect until [Month day, year] (the “Expiry Date”), the time between the Commencement 
Date and the Expiry Date, the “Initial Term”. 

Conditions Date 

As referred to in Section 4.1 (d), (e) and (f) [Month day, year] 

[insert if Customer has CPs under Section 4.2)][As referred to in Section 4.2 (a) and (b) [Month 
day, year]] 

Customer’s Representations and Warranties 

[Customer represents and warrants to Union that it is purchasing LNG as a transportation fuel for 
vehicles with a gross weight rating in excess of 3856 kg.] 

OR 

[Customer represents and warrants to Union that it is purchasing LNG for use ….[insert 
acceptable useage]] 

Special Provisions 

[insert any special provisions applicable to this Agreement] 

  



 

Schedule 2 

Annual Forecast 

 

Minimum Annual Volume and Natural Gas Supply 

Contract Year Minimum Annual Volume 

20xx-20xx XXXXXX GJ 

 

Annual Forecast for Contract Year 20xx (in GJ): 

 Jan Feb March April May June July Aug Sept Oct Nov Dec 

LNG to be 
 Dispensed 

[xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] [xxx] 

 

Gas Supply For Contract Year 20xx 

• [by Customer]   

OR   

•  [by Union] 

  



Schedule 3 

Monthly Forecast 

[CUSTOMER NAME] 

Monthly Forecast for [Month] 

Heat Value (as provided by Union for the month): __________ GJs/kg 

Monthly Dispensing Amount:       __________ GJs 

Monthly Natural Gas Supply:   __________ GJs (if Customer is arranging for supply) 

Strike Price (if Union supplies gas)  __________ $/GJ (does not include transport) 

Dispensing Date Day of Week Time (am/pm)* Dispensed (kg) Dispensed (GJ)     
(kg x Heat Value) 

      
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     

Total   
 

*in accordance with normal Dispensing hours 

 



June 24, 2014 

Schedule “A” 
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1. Definitions 

1.1 Definitions 

Except where the context expressly requires otherwise, all words and phrases defined 
below, when used in these Liquefaction General Terms and Conditions and in any 
agreement into which these Liquefaction General Terms and Conditions have been 
incorporated, shall be construed to have the following meanings:   

“Act” – has the meaning given in Section 13.2(a). 

“Annual Forecast” – has the meaning given in Section 2.2. 

“Business Day” – means any day, other than Saturday, Sunday or any day on which a 
holiday is recognized for Hagar employees. 

“Change Order” – has the meaning given in Section 8.2. 

“Commitment Annual Amount” – has the meaning given in Section 2.7. 

“Contract Year” - means a period of twelve (12) consecutive Months commencing as at 
the first Day of the next Month after the Commencement Date (as that term is defined in 
the LD Agreement); provided however, that if the Commencement Date falls on the first 
day of a calendar month, the Contract Year shall commence on that first Day. 

“cricondentherm hydrocarbon dewpoint” - means the highest hydrocarbon dewpoint 
temperature on the phase envelope. 

“cubic metre” - means the volume of gas which occupies one cubic metre when such gas 
is at a temperature of 15 degrees Celsius, and at a pressure of 101.325 kilopascals 
absolute. 

“Day” - means a period of twenty-four (24) consecutive hours beginning at 10:00 a.m. 
EST. The reference date for any Day shall be the calendar date upon which the twenty-
four (24) hour period shall commence. 

“Delivery Point” – means, unless otherwise specified in the LD Agreement, the point or 
points of delivery for all LNG to be Dispensed under the LD Agreement, which shall be 
on the outlet side of the LNG measuring station(s) where possession of the LNG changes 
from one party to the other. 

“Dispensing” - means the act of filling a cryogenic vessel with LNG. 
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“Dispensing Schedule” – means the schedule provided to Customer pursuant to 
Customer’s Monthly Forecast and subsequently confirmed by Union pursuant to 
Section 2.3, indicating Dispensing amounts and times during a Month. 

“EST” – means Eastern Standard Time or Eastern Daylight Time, as applicable. 

“Firm Daily Amount” - has the meaning given in Section 3. 

“Force Majeure” - means acts of God, strikes, lockouts or any other industrial 
disturbance, acts of the public enemy, sabotage, wars, blockades, insurrections, riots, 
epidemics, landslides, lightning, earthquakes, fires, storms, floods, washouts, arrests and 
restraints of governments and people, civil disturbances, explosions, breakage or accident 
to machinery or lines of pipe, freezing of wells or lines of pipe, inability to obtain 
materials, supplies, permits or labour, any laws, orders, rules, regulations, acts or 
restraints of any governmental body or authority (civil or military), any act or omission 
that is excused by any event or occurrence of the character herein defined as constituting 
force majeure, any act or omission by parties not controlled by the party having the 
difficulty and any other similar cases not within the control of the party claiming 
suspension and which by the exercise of due diligence such party is unable to prevent or 
overcome. 

“gas” - means gas as defined in the Ontario Energy Board Act, 1998, S.O. 1998, c.15, 
Sch. B, as amended, supplemented or re-enacted from time to time. 

“gross heating value” - means the total heat expressed in megajoules per cubic metre 
(MJ/m3) produced by the complete combustion at constant pressure of one (1) cubic 
metre of gas with air, with the gas free of water vapour and the temperature of the gas, air 
and products of combustion at standard temperature and all water formed by the 
combustion reaction condensed to the liquid state. 

“Hagar Delivery Point” – means the outlet side of the LNG measuring station(s) located 
at or near the Hagar Facility. 

“Hagar Facility” - means the Union facility located in Hagar, Ontario. 

“Heat Value” – means quantity of energy per unit mass of LNG expressed in MJs per 
kilogram. 

“hydrocarbon dewpoint” - means temperature at a specific pressure where hydrocarbon 
vapour condensation begins. 

“Interconnecting Pipeline” - means a pipeline that directly connects to the Union 
pipeline system. 

“interruptible service” or “Interruptible” - means service subject to curtailment or 
interruption, after notice, at any time. 
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“joule” (J) - means the work done when the point of application of a force of 1 newton is 
displaced a distance of 1 metre in the direction of the force. The term “megajoule” (MJ) 
shall mean 1,000,000 joules. The term “gigajoule” (GJ) shall mean 1,000,000,000 joules. 

“kg” – means kilograms. 

“LD Agreement” - means a Liquefaction and Dispensing Agreement entered into by 
Union and Customer, incorporating by reference, these Liquefaction General Terms and 
Conditions. 

“Liquefaction General Terms and Conditions” - means these General Terms and 
Conditions for the Interruptible Liquefied Natural Gas Liquefaction and Dispensing 
Service. 

“Liquefaction Rate” – means the charge to liquefy Customer’s gas as set out in the Rate 
Schedule, or the charge negotiated pursuant to the Rate Schedule, as applicable, and to 
the extent applicable, any additional charge pursuant to Section 2.4 of these Liquefaction 
General Terms and Conditions. 

“Liquefaction Services” - means the interruptible services of the liquefaction and 
Dispensing of LNG from the Hagar Facility, as further specified in Section 2.1 of these 
Liquefaction General Terms and Conditions. 

“LNG” - means liquefied natural gas. 

“M12 Rate Schedule” - means Union’s M12 Rate Schedule as that term is defined in 
Union’s Firm M12 Transportation Contract. 

“Minimum Annual Volume” – has the meaning given in Section 2.2. 

“Month” - means the period beginning at 10:00 a.m. EST on the first Day of a calendar 
month and ending at 10:00 a.m. EST on the first Day of the following calendar month; 

“Monthly Charge” – has the meaning given in Section 9.1(a). 

“Monthly Gas Price” – has the meaning given in Section 2.6. 

“Monthly Forecast” – has the meaning given in Section 2.3. 

“Monthly Dispensing Amount” – means, subject to these Liquefaction General Terms 
and Conditions, the quantity of LNG (measured in GJs) that Customer may take delivery 
of over the period of one Month which quantity shall be determined by Union based on 
Customer’s Monthly Forecast. 

“NAESB” – means the North American Energy Standards Board. 

“Nomination” – has the meaning given in L1 Schedule B - Nominations. 

Filed: 2014-08-12 
EB-2014-0012 

Exhibit B.Northeast.14 
Attachment 2



June 24, 2014 

 

   
Effective Date:  
   Original Page 4 

“OEB” - means the Ontario Energy Board. 

“pascal” (Pa) - means the pressure produced when a force of 1 newton is applied to an 
area of 1 square metre. The term “kilopascal” (kPa) shall mean 1,000 pascals. 

“Rate Schedule” - means the Rate L1-Natural Gas Liquefaction Service Rate Schedule 
as modified and approved by the OEB from time to time. 

“Receipt Point” – means, unless otherwise specified in the LD Agreement, the point or 
points of receipt for all gas to be liquefied hereunder, which shall be on the outlet side of 
the measuring station(s) located at the point of connection with TransCanada Pipelines 
Limited’s facilities and Union’s distribution system where (i) possession of the gas 
changes from Customer to Union or (ii) to which Union delivers the gas pursuant to the 
Annual Forecast. 

“Regulations” – has the meaning given in Section 13.2(a). 

“Strike Price” – means the maximum commodity price, expressed in $/GJ, that 
Customer is willing to pay for gas for the upcoming Month. 

“Suppliers” – means companies from whom Union buys gas.  

“Taxes” – means any tax (other than tax on income or tax on property), duty, royalty, 
levy, license, fee or charge not included in the charges and rates as per the applicable rate 
schedule (including but not limited to charges under any form of cap and trade, carbon 
tax, or similar system) and that is levied, assessed or made by any governmental authority 
on the gas itself, or the act, right, or privilege of producing, severing, gathering, storing, 
transporting, handling, selling or delivering gas under the LD Agreement. 

“Union” - means Union Gas Limited. 

“Union NDA” - means the outlet side of the measuring station at the junction of 
TransCanada Pipeline Limited’s facilities and Union’s distribution system which feeds 
the Hagar Facility in Union’s Northern Delivery Area.  

“Wobbe Number” - means gross heating value of the gas divided by the square root of 
its specific gravity. 

2. Conditions of Service 

2.1 Description of Service 

These Liquefaction General Terms and Conditions apply to the Liquefaction Services at 
the Hagar Facility at Hagar, Ontario. For greater certainty, Liquefaction Services means 
the provision by Union of Liquefaction Services which may be interrupted by Union 
pursuant to the terms hereof and which encompass: 
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(a) receipt of gas at the Receipt Point, whether delivered by Customer or Union as set 
out in the Annual Forecast; 

(b) transportation of gas by Union to the inlet side of the Hagar Facility; 

(c) liquefaction of gas into LNG (but only in respect of gas received at the Receipt 
Point); 

(d) injection into the tank of the gas received by Union, and liquefied by Union on 
behalf of Customer, at the Hagar Facility; and 

(e) holding any daily variances between the aggregate (in GJs) of gas received and 
LNG Dispensed on a Day and measuring such Dispensed LNG; and 

(f) Dispensing to Customer’s cryogenic vessels at the Delivery Point in accordance 
with the Dispensing Schedule. 

2.2 Determination of First Annual Forecast and Annual Forecast 

Pursuant to the LD Agreement, Customer will commit to a minimum annual volume of 
LNG to be Dispensed by Union during each Contract Year (the “Minimum Annual 
Volume”) and shall commit to a forecast for the first Contract Year which shall include a 
delivery schedule for the gas to be delivered to the Receipt Point and the LNG to be 
Dispensed at the Delivery Point for each Month (both amounts being equal) and such 
forecast referred to as the “First Annual Forecast”. Customer shall confirm the First 
Annual Forecast and an annual forecast for each subsequent Contract Year  by providing 
Union, no later than three (3) months prior to each Contract Year, a monthly delivery 
schedule for that Contract Year (in the form attached at Schedule 2 of the LD 
Agreement), setting out the amount of LNG Customer wishes to have Dispensed for each 
Month together with an election as to whether the Customer, or Union, will be delivering 
gas to the Receipt Point, as amended pursuant to Section 2.4 (if applicable) (such 
forecast, the “Annual Forecast”). 

2.3 Monthly Forecast 

For each Month of a Contract Year, Customer shall, on or before the 15th Day of the 
prior Month: 

(a) confirm in writing the Monthly Dispensing Amount for the next Month; and 

(b) deliver to Union a schedule (in the form attached at Schedule 3 of the LD 
Agreement) showing: 

(i) the expected arrival time of each of Customer’s cryogenic vessels for each 
Day; 
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(ii) the expected amount of LNG in GJs to be Dispensed into each cryogenic 
vessel for each Day; 

(iii) the aggregate expected amount of LNG in both GJs and kg to be 
Dispensed to Customer in such Month; and 

(iv) the amount of gas supply for the Month in GJs (Monthly Dispensing 
Amount must equal supply for the Month), 

collectively (a “Monthly Forecast”). After submission of the Monthly Forecast, Union 
shall provide Customer with a Dispensing Schedule indicating delivery time and amounts 
of LNG to be delivered to Customer at the Delivery Point during a Month. 

2.4 Increases to Monthly Dispensing Amount 

Customer may request an increase to the Monthly Dispensing Amount. For any 
additional LNG volume requested, the Liquefaction Rate in respect of such additional 
volume shall be negotiated by the parties in good faith subject to the Rate Schedule.  Any 
such additional LNG volume: 

(a) shall be deemed to amend the Annual Forecast and shall form the basis of the 
Annual Forecast going forward; and  

(b) shall only be available to the extent Customer delivers, or arranges for Union to 
deliver to the Receipt Point, such additional gas as is required for the liquefaction 
of such additional LNG volume. 

2.5 Decreases to Monthly Dispensing Amount 

At the time of submitting the Monthly Forecast, Customer may request a decrease to the 
Monthly Dispensing Amount, provided that (i) irrespective of the actual decrease 
requested by Customer, for the purposes of the Monthly Charge payable by Customer, 
the applicable revised Monthly Dispensing Amount, shall be no less than 80% of the 
Monthly Dispensing Amount originally forecast, pursuant to the Annual Forecast and (ii) 
Customer shall decrease, or arrange for Union to decrease, the supply of gas to the 
Receipt Point by such amount as corresponds to Customer’s actual decrease.  By way of 
example, if Customer’s Annual Forecast originally forecast 10,000 GJs for a Month and 
Customer subsequently submits a Monthly Forecast for 7,000 GJs for such Month, the 
Dispensing Schedule will only require Customer to pick up 7,000 GJs for such Month 
(gas supply will be adjusted accordingly), but Customer’s Monthly Charge will be for 
8,000 GJs (80% of the original forecast). 

2.6 Union Supply of Gas 

If Customer has requested Union to supply gas for Contract Year, Union will seek to 
contract for the requested supply at a fixed price at or below Customer’s Strike Price on 
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or before three (3) Business Days after the 15th of the Month prior to flow.  Union will 
obtain prices from at least three Suppliers and choose the lowest price which is at or 
below Customer’s Strike Price (the “Monthly Gas Price”).  If Union is not able to transact 
at or below the Strike Price, the gas will not be purchased for the upcoming month and 
Customer will pay the Monthly Charge calculated pursuant to Section 2.5 herein. 

2.7 Annual True Up 

Notwithstanding Section 2.5, above, in respect of a Contract Year Customer shall be 
liable to Union under the LD Agreement and these Liquefaction General Terms and 
Conditions for an amount equivalent to the product of the Minimum Annual Volume and 
the Liquefaction Rate (the “Commitment Annual Amount”).  To the extent that the 
aggregate of Monthly Charges during a Contract Year is less than the Commitment 
Annual Amount, Customer shall incur a charge for such difference in the first month after 
the end of such Contract Year (13th month), or upon termination of the LD Agreement, 
and shall remit such charge to Union.   

3. Delivery of Gas for Liquefaction 

Subject to Customer’s election for delivery of gas in the Annual Forecast (which election 
may not be changed) and to Section 3.1 herein, on the Day before the beginning of each 
Month, Customer or Union, as applicable, shall nominate, pursuant to L1 Schedule B - 
Nominations (during a NAESB window only) (i) a firm, even, daily amount of gas to be 
delivered to the Receipt Point (which amount shall be equivalent to the Monthly 
Dispensing Amount divided by the number of Days in the Month rounded down to the 
nearest whole number, if required)(such daily amount the “Firm Daily Amount”) and 
(ii) a daily liquefaction amount equivalent to the Firm Daily Amount.  In the event that 
the Firm Daily Amount is not a whole number, Customer shall nominate to deliver and 
liquefy on the last Day of the Month an amount of gas equivalent to the Firm Daily 
Amount plus the difference between the Monthly Dispensing Amount and the Firm Daily 
Amount multiplied by the number of Days in the Month.   

3.1 Gas Supply Cancelled  

If Customer has elected to supply gas for the Contract Year, Customer may, in it’s sole 
discretion, chose not to supply gas for any Month and not to receive Liquefaction 
Services for such Month, if Customer provides notice to Union of such decision on or 
before the 15th of the Month prior to flow; provided however, that Customer will be 
obligated to pay the Monthly Charge calculated pursuant to Section 2.5 herein.  

4. Quantity of Gas Supplied and LNG Received by Customer 

The parties hereto recognize that on any Day, deliveries of gas by Customer to Union at 
the Receipt Point and deliveries of LNG by Union at the Delivery Point may not always 
be exactly equal, but each party shall cooperate with the other in order to balance as 
nearly as possible the quantities transacted on a daily basis. Daily variances between the 
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quantity of gas delivered to the Receipt Point and the corresponding amount of LNG 
Dispensed at the Delivery Point shall be held in the tank at the Hagar Facility provided 
that (i) at the end of any Month, such imbalances shall equal zero (0) and (ii) if any 
imbalance persists for three (3) or more consecutive Business Days, Union may suspend 
the provision of the Liquefaction Services and receipt of any gas at the Receipt Point, 
hereunder. 

5. Gas Quality for Gas Supplied by Customer 

5.1 Natural Gas 

The minimum gross heating value of the gas delivered to Union hereunder, shall be 36 
MJ per cubic meter. The maximum gross heating value of the gas delivered to Union 
hereunder shall be 40.2 MJ per cubic meter. The gas to be delivered hereunder to Union 
may be a commingled supply from Customer’s gas sources of supply.  

5.2 Freedom from Objectionable Matter 

The gas to be delivered to Union hereunder, 

(a) shall be commercially free from bacteria, sand, dust, gums, crude oils, lubricating 
oils, liquids, chemicals or compounds used in the production, treatment, 
compression or dehydration of the gas or any other objectionable substance in 
sufficient quantity so as to render the gas toxic, unmerchantable or cause injury 
to, or interference with, the proper operation of the lines, regulators, meters or 
other appliances through which it flows; 

(b) shall not contain more than 7 milligrams of hydrogen sulphide per cubic metre of 
gas, nor more than 460 milligrams of total sulphur per cubic metre of gas; 

(c) shall not contain more than 5 milligrams of mercaptan sulphur per cubic metre of 
gas; 

(d) shall not contain more than 2.0 molar percent by volume of carbon dioxide in the 
gas; 

(e) shall not contain more than 0.4 molar percent by volume of oxygen in the gas; 

(f) shall not contain more than 0.5 molar percent by volume of carbon monoxide in 
the gas; 

(g) shall not contain more than 4.0 molar percent by volume of hydrogen in the gas; 

(h) shall not contain more than 65 milligrams of water vapour per cubic metre of gas; 

(i) shall not have a cricondentherm hydrocarbon dewpoint exceeding -8 degrees 
Celsius; 
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(j) shall have Wobbe Number from 47.50 MJ per cubic metre of gas to 51.46 MJ per 
cubic metre of gas, maximum of 1.5 mole percent by volume of butane plus (C4+) 
in the gas, and maximum of 4.0 mole percent by volume of total inerts in the gas 
in order to be interchangeable with other Interconnecting Pipeline gas. 

5.3 Non-conforming Gas 

In addition to any other right or remedy of a party, Union shall be entitled to refuse to 
accept delivery of any gas which does not conform to any of the specifications set out in 
this Section 5. 

5.4 Quality of Gas Received 

The quality of the gas to be received by Union hereunder is to be of a merchantable 
quality and in accordance with the quality standards as set out by Union in this Section 5, 
but, Union will also accept gas of a quality as set out in any other Interconnecting 
Pipeline’s general terms and conditions, provided that all Interconnecting Pipelines 
accept such quality of gas. In addition to any other right or remedy it may have Union 
shall be entitled to refuse to accept delivery of any gas which does not conform to any of 
the specifications set out in Union’s M12 Rate Schedule. 

6. Purchase and Delivery of LNG 

6.1 Purchase of LNG 

The Customer will be responsible for the purchase of LNG from Union as per the LD 
Agreement and the Terms of Payment in Section 9 hereof. 

6.2 Monthly Totals 

The Customer’s Monthly Dispensing Amount in GJs must be equal to the GJ equivalent 
of gas delivered to the Union NDA on behalf of a Customer pursuant to the LD 
Agreement.  

7. Dispensing 

7.1 Dispensing of LNG 

Subject to all of the terms herein and the Dispensing Schedule, Union will dispense LNG 
into cryogenic vessels provided by Customer or Customer’s contractor. 

7.2 Interruption of Dispensing 

If at any time Union, acting reasonably, determines that it does not have the capacity to 
supply Customer’s request or it cannot dispense LNG for other operational reasons 
applicable to the delivery of gas, liquefaction or Dispensing, Union may, for any length 
of time, interrupt Liquefaction Services under these Liquefaction General Terms and 
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Conditions. In the event of any interruption in excess of three (3) consecutive Business 
Days in a Month and provided Customer’s cryogenic vessels were scheduled for 
Dispensing during such interruption period, Customer’s Minimum Annual Volume and 
Monthly Dispensing Amount will be prorated accordingly. 

7.3 Interruption of Supply 

For each Month, Customer’s Dispensed amount will be tracked against the gas supplied 
to the Receipt Point and if Customer does not take delivery of its scheduled LNG 
amounts pursuant to the Dispensing Schedule for three consecutive Business Days, such 
gas supply may be interrupted, in Union’s sole discretion, in an amount of GJs equivalent 
to GJs of LNG not taken up. 

7.4 Notice of Interruption  

Each notice from Union to Customer with respect to the interruption of Liquefaction 
Services by Union will be by telephone and/or electronic communication and will specify 
the time at which such interruption is to be effective. Union will make reasonable efforts 
to give Customer as much notice as possible with respect to such interruption, not to be 
less than four hours’ prior notice unless prevented by Force Majeure. 

7.5 Maintenance 

The Union NDA, Hagar Facility or other Union facilities related to the provision of the 
Liquefaction Services, from time to time may require maintenance or construction. If 
such maintenance or construction is required, and in Union’s sole discretion, acting 
reasonably, such maintenance or construction may impact Union’s ability to meet the 
Dispensing Schedule, Union shall provide at least ten (10) days’ notice to Customer, 
except in the case of an emergency. In the event the maintenance impacts on Union’s 
ability to meet the Dispensing Schedule, Union shall not be liable for any damages and 
shall not be deemed in breach of the LD Agreement.  

Union shall use reasonable efforts to determine a mutually acceptable period during 
which such maintenance or construction will occur and also to limit the extent and 
duration of any impairments. 

7.6 Responsibility for Compliance 

It is the sole responsibility of Customer to ensure that any personnel, vehicle or cryogenic 
vessel presented to Union for Dispensing meets the requirements of any laws, rules, 
regulations and orders of any legislative body, governmental agency or duly constituted 
authority now or hereafter having jurisdiction including, but not limited to, the federal 
Transportation of Dangerous Goods Act and its associated regulations. 
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7.7 Right to Refuse Dispensing 

Notwithstanding Section 7.6 above, Union may at its sole discretion refuse to dispense 
LNG to Customer, if in Union’s opinion, the supply of LNG to Customer, may be 
contrary to any laws, rules, regulations and orders of any legislative body, governmental 
agency or duly constituted authority now or hereafter having jurisdiction including, but 
not limited to, the federal Transportation of Dangerous Goods Act and its associated 
regulations. 

7.8 Required Insurance 

Customer or Customer's transportation carriers shall be required to maintain, at their own 
cost: (i) commercial general liability insurance covering carriers liability for bodily injury 
and property damage with limits of not less than five (5) million dollars, any one 
occurrence, such insurance to cover Railway Protective Liability and an endorsement on 
Pollution Liability on Sudden and Accidental Pollution basis with a minimum one 
hundred twenty (120) hour period for discovery and reporting; (ii) automobile liability 
insurance covering all trucking equipment used in connection with the LD Agreement, 
including these Liquefaction General Terms and Conditions, with limits of not less than 
five (5) million dollars, any one occurrence. Such policy to cover loading and unloading 
operations; and (iii) employer’s liability coverage of one (1) million dollars for all 
truckers not covered by workers’ compensation.  Customer or Customer’s transportation 
carriers shall provide Union with the appropriate workers’ compensation board 
certificates and certificates of insurance for all carriers evidencing such insurance. 

All insurance maintained pursuant to this Section shall provide that: 

1. Union shall be added as an additional insured; 

2. The insurer thereunder waives all rights of subrogation against Union; 

3. Union’s insurance is primary for all purposes, without right of contribution from 
any other insurance available to Customer, and will contain cross liability 
coverage via a separation of insureds clause; 

4. thirty (30) days’ prior written notice of expiration, modification or termination 
shall be given to Union; and 

5. All insurance carriers shall have a financial rating meeting the insurance industry 
standard. 

Customer’s compliance with the provisions of this Section will not constitute a limitation 
of Customer’s liability for its acts or omissions or in any way limit, modify, or otherwise 
affect Customer’s indemnification obligation pursuant to this Contract. The insolvency, 
bankruptcy, or failure of any insurance company carrying insurance for Customer, or 
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failure of any such insurance company to pay claims asserted, will not abrogate, waive or 
alter any of Customer’s responsibilities or liabilities hereunder. 

7.9 LNG Tracking 

At the time the LNG is dispensed by Union, the amount dispensed shall be entered into 
the applicable mechanical recording device at the measuring station. The amount of LNG 
Dispensed will be sent electronically to Union’s head office and tracked in Union’s 
measurement system where a pre-determined Heat Value will be applied to the aggregate 
of LNG Dispensed to give an energy amount.  

7.10 Possession of and Responsibility for Gas and LNG 

(a) Union accepts no responsibility (i) for any gas prior to such gas being delivered to 
Union at the Receipt Point or (ii) for any LNG after its delivery and Dispensing at 
the Delivery Point. As between the parties hereto, Union shall be deemed to be in 
control and possession of and responsible for all such gas or LNG, as applicable, 
from the time that such gas enters Union’s system until such LNG is delivered to 
Customer at the Delivery Point. 

(b) Title to and risk of loss of, damage to, or damage caused by the LNG sold and 
delivered hereunder shall pass from Union to Customer at the Hagar Facility, 
specifically, delivery and title transfer shall occur at the outlet flange of the 
cryogenic vessel upon Dispensing of the LNG. 

(c) Customer agrees that Union is not a common carrier and is not an insurer of 
Customer’s gas, and that Union shall not be liable to Customer or any third party 
for loss of gas in Union’s possession, except to the extent such loss is caused 
entirely by Union’s gross negligence or willful misconduct. 

8. Loading and Scheduling 

8.1 Loading 

Loading of Customer’s cryogenic vessels with LNG shall take place between 8:30 a.m. - 
7:30 p.m. (EST) Monday through Friday (excluding any day on which a holiday is 
recognized for Hagar employees).  

8.2 Adjustment of Dispensing Schedule by Customer Request 

If Customer requires changes to the Dispensing Schedule for any day on which Customer 
is scheduled to have LNG Dispensed, Customer or its authorized agents shall, by 10:00 
a.m. EST of the prior Day, provide Union by email or other electronic communication 
such information as may be requested by Union, which will include, but is not limited to: 
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(a) the change in amount of LNG to be Dispensed for each cryogenic vessel on such 
Day; 

(b) any changes in arrival time for each cryogenic vessel; 

(c) the change in the number of cryogenic vessels arriving the next Day; 

(d) if the change results in an increase to the amount of LNG to be Dispensed and 
Customer is delivering or causing gas to be delivered to the Receipt Point, 
evidence of an equivalent increase to the amount of gas in GJs delivered to the 
Receipt Point; and  

(e) if the change results in a decrease to the amount of LNG to be Dispensed and 
Customer is delivering or causing gas to be delivered to the Receipt Point, 
evidence of an equivalent decrease to the amount of gas in GJs delivered to the 
Receipt Point. 

(f) collectively (a “Change Order”).  All Change Orders shall be subject to prior 
approval by Union, in Union’s sole discretion. Once a Change Order is approved, 
Union shall deliver a revised Dispensing Schedule to Customer. In respect of each 
Change Order: 

(g) Customer must arrange for a increase or decrease in gas supplied to the Receipt 
Point, as applicable; and 

(h) to the extent a Change Order results in a decrease in the amount to be Dispensed, 
Customer may not subsequently make up any such decreases other than in 
accordance with Section 2.4. 

8.3 Adjustment of Dispensing Schedule by Union 

Union may adjust, in consultation with Customer or its authorized agents, Customer’s 
loading schedule, when in the reasonable opinion of Union such modification is required 
in order to minimize the costs of Dispensing LNG or if transportation access to the Hagar 
Facility is restricted. 

8.4 Forfeiture 

Upon termination of the LD Agreement, if any of Customer’s LNG has not been 
Dispensed to Customer, Customer shall forfeit such LNG to Union.    

9. Terms of Payment 

9.1 Charges 

The Customer will pay to Union as follows: 
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(a) in respect of LNG Dispensed at the Delivery Point - a monthly charge calculated 
at the end of each Month by multiplying the Monthly Dispensing Amount 
(irrespective of whether such amount was Dispensed, or whether Customer 
delivered sufficient gas to the Receipt Point) by the Liquefaction Rate (the 
“Monthly Charge”). The Monthly Charge will be prorated in the event of 
interruption by Union pursuant to Section 7.2 and any reduction by Customer 
pursuant to Section 2.5; and 

(b) in respect of gas delivered by Union to the Receipt Point - a commodity charge 
calculated at the end of each Month by multiplying the amount of LNG in GJs 
supplied to Customer by the sum of (A) the cost of the gas at Dawn (based on the 
Monthly Gas Price) plus (B) the cost of transporting the gas from Dawn to 
Parkway plus (C) the cost of transporting the gas from Union-Parkway Belt to the 
Union NDA, (determined using the “Gas Supply Charge”, as provided in 
Schedule “A” - Union North, Gas Supply Charges; provided however, that the 
sum of (A), (B) and (C) must fall within the parameters of the Gas Supply Rate as 
set out in such Schedule “A”); and 

(c) All applicable Taxes, unless exempted therefrom. 

9.2 Subject to Change 

The charges payable by Customer to Union pursuant to Section 9.1 of these Liquefaction 
General Terms and Conditions are subject to change by Union and, upon approval of 
such changes from time to time by the OEB, will be binding on Customer. 

9.3 Security 

In order to secure the prompt and orderly payment of the charges to be paid by Customer 
to Union under these Liquefaction General Terms and Conditions, Union may require 
Customer to provide, and at all times maintain, an irrevocable letter of credit in favour of 
Union issued by a financial institution acceptable to Union in an amount reasonably 
necessary to ensure Customer’s ability to honour the provisions of the LD Agreement, 
including these Liquefaction General Terms and Conditions, as determined in Union’s 
sole discretion, and in a form satisfactory to Union. If Customer is able to provide 
alternative security acceptable to Union, Union may in its sole discretion accept such 
security in lieu of a letter of credit. 

10. Survival of Covenants 

Upon termination of the LD Agreement, whether pursuant to Section 16 (Default or 
Bankruptcy) of these Liquefaction General Terms and Conditions or otherwise, 

(a) all claims, causes of action or other outstanding obligations remaining or being 
unfulfilled as at the date of termination, and 
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(b) all of the provisions in the LD Agreement and these Liquefaction General Terms 
and Conditions relating to the obligations of any of the parties to account to or 
indemnify the other and to pay to the other any monies owing as at the date of 
termination in connection with these Liquefaction General Terms and Conditions, 

will survive such termination. 

11. Billing 

11.1 Monthly Billing  

Union shall render bills each month for all Liquefaction Services furnished during the 
preceding Month. Such charges may be based on estimated quantities, if actual quantities 
are unavailable in time to prepare the billing. Union shall provide, in a succeeding 
month’s billing, an adjustment based on any difference between actual quantities and 
estimated quantities, without any interest charge. 

12. Payments 

12.1 Monthly Statements 

Customer shall pay the invoiced amount to Union on or before the payment date that is 
identified in the Rate Schedule.  If payment date is not identified in the Rate Schedule, it 
will be as identified on the invoice.  If the payment date is not a Business Day, then 
payment must be received in Union’s account on the first Business Day preceding the 
payment date. 

12.2 Remedies for Non-payment 

Should Customer fail to pay all of the amount of any bill as herein provided when such 
amount is due, late payment charges as identified in the L1 Rate Schedule will apply.  In 
addition, if such failure to pay continues for thirty (30) days after payment is due, Union, 
in addition to any other remedy it may have under the LD Agreement, may (i) suspend 
the Liquefaction Services until such amount is paid (notwithstanding such suspension, all 
charges shall continue to accrue hereunder as if such suspension were not in place) and 
(ii) may terminate the LD Agreement in accordance with Section 16.1. 

12.3 Billing Adjustments 

If a Customer in good faith disputes a bill or any portion thereof, Customer shall pay the 
undisputed portions of the bill. Together with such payment, Customer shall provide 
written Notice to Union setting out the portions of the bill that are in dispute, an 
explanation of the dispute and the amount that Customer believes is the correct amount.  

If it is subsequently determined that a bill or any portion thereof disputed by Customer is 
correct, then Customer shall pay the disputed portions of the bill with interest within 
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thirty (30) days after the final determination.  Such interest shall be calculated, but not 
compounded, at a rate per annum determined each day during the calculation period to be 
equal to the minimum commercial lending rate of Union’s principal banker.  

If it is subsequently determined that Customer has been overcharged and Customer has 
actually paid the bill(s) containing the overcharge then, within thirty (30) days after the 
final determination, Union shall refund the amount of any such overcharge with interest.  

If it is subsequently determined that Customer has been undercharged, Customer shall 
pay the amount of any such undercharge within thirty (30) days after the final 
determination.  Such interest shall be calculated, but not compounded, at a rate per 
annum determined each day during the calculation period to be equal to the minimum 
commercial lending rate of Union’s principal banker.   

In the event an error is discovered in the amount billed in any statement rendered by 
Union, such error shall be adjusted by Union. Such overcharge, undercharge or error shall 
be adjusted by Union on the bill next following its determination (where the term “bill 
next following” shall mean a bill rendered at least fourteen (14) days after the day of its 
determination), provided that claim therefore shall have been made within one (1) year 
from the date of the incorrect billing. 

Customer and Union each expressly disclaim and waive any claim or dispute (including 
those related to amounts charged for Liquefaction Services or quantities of gas or LNG 
Distributed or transported (as applicable)) that relate to a period that is earlier than twelve 
(12) Months prior to the date written Notice to the other party of such claim or dispute is 
asserted. This applies to the extent allowed under law and whether such claim or dispute 
is related to a billing error or measurement error or any other error or circumstance 
whatsoever 

12.4 Set Off 

If either party shall, at any time, be in arrears under any of its payment obligations to the 
other party under the LD Agreement, then the party not in arrears shall be entitled to 
reduce the amount payable by it to the other party in arrears under the LD Agreement, or 
any other agreement, by an amount equal to the amount of such arrears or other 
indebtedness to the other party. 

13. Measurements 

13.1 Storage, Transportation, and/or Sales Unit 

The unit of the gas delivered to Union shall be a GJ. The unit of gas delivered by Union 
shall be a GJ, or as otherwise specified by Union at Union’s discretion. The unit of LNG 
dispensed by Union shall be a kilogram or as otherwise specified by Union at Union’s 
discretion. 
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13.2 Determination of Gas Volume and Energy of Gas 

(a) The gas volume and energy amounts determined under the LD Agreement and 
these Liquefaction General Terms and Conditions shall be determined in 
accordance with the Electricity and Gas Inspection Act (Canada), RSC 1985, c E-
4- (the “Act”) and the Electricity and Gas Inspection Regulations, SOR 86/131 
(the “Regulations”), and any documents issued under the authority of the Act and 
Regulations and any amendments thereto. 

(b) The supercompressibility factor shall be determined in accordance with either the 
“Manual for Determination of Supercompressibility Factors for Natural Gas” 
(PAR Project NX-19) published in 1962 or with American Gas Association 
Transmission Measurement Committee Report No. 8, Nov. 1992, at Union’s 
discretion, all as amended from time to time. 

(c) The volume and/or energy of the gas delivered by/to Union hereunder shall be 
determined by the measurement equipment designated in Section 14 below. 

13.3 Determination of LNG Volume 

The quantity of LNG dispensed pursuant to these Liquefaction General Terms and 
Conditions shall be measured at the scale at the Hagar Facility that is approved and 
certified by Measurement Canada. The Customer’s cryogenic vessel will be weighed at 
said scale before and after LNG Dispensing. The measurement of the amount of LNG 
delivered shall be based on the difference, expressed in kilograms, of these two weights. 

13.4 Conversion of LNG to Energy Units 

In accordance with the Regulations, volumes of LNG dispensed each Day will be 
converted to energy units by multiplying the net weight by the Heat Value of each unit of 
LNG. Volumes will be specified in kilograms rounded to the nearest unit and energy will 
be specified in GJs rounded to zero decimal places. The Heat Value will be as determined 
by Union on a monthly basis.  Union will use the following formula to convert kilograms 
of LNG to GJs LNG:  

Converting Kilograms of LNG to GJs 

  tractor/trailer gross weight after LNG Dispensing (kilograms) 
minus  tractor/trailer gross weight prior to LNG Dispensing (kilograms) 
equals  net weight of the delivered LNG (kilograms) 

  net weight of the delivered LNG (kilograms) 
multiplied by  Heat Value 

equals  delivered LNG (GJs) 
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14. Measuring Equipment 

14.1 Metering of Gas by Union 

Union will install and operate meters and related equipment as required and in 
accordance with the Act and Regulations referenced in Section 13.2(a) herein.  

14.2 Metering of Gas by Others: 

In the event that all or any gas delivered to Union hereunder is measured by a meter that 
is owned and operated by an Interconnecting Pipeline, then Union and Customer agree to 
accept that metering for the purpose of determining the volume and energy of gas 
delivered to/by Union on behalf of Customer. The standard of measurement and tests for 
the gas delivered to Union hereunder shall be in accordance with the general terms and 
conditions as incorporated in that Interconnecting Pipeline's gas tariff as approved by its 
regulatory body. 

14.3 Rights of Parties:  

The measuring equipment installed by Union, together with any building erected by it for 
such equipment, shall be and remain its property. However, Customer shall have the right 
to have representatives present at the time of any installing, reading, cleaning, changing, 
repairing, inspecting, testing, calibrating, or adjusting done in connection with Union’s 
measuring equipment used in measuring or checking the measurement of deliveries of 
LNG by Union under the LD Agreement. Union will give Customer reasonable notice of 
its intention to carry out the acts herein specified. The records from such measuring 
equipment shall remain the property of Union, but upon request by Customer, Union will 
submit to Customer its records and charts, together with calculations therefrom, for 
inspection and verification, subject to return within ten (10) days after receipt thereof. 

14.4 Calibration and Test of Measuring Equipment:  

The accuracy of Union's measuring equipment shall be verified by Union at reasonable 
intervals, and if requested, in the presence of representatives of Customer, but Union 
shall not be required to verify the accuracy of such equipment more frequently than once 
in any thirty (30) day period. In the event either party notifies the other that it desires a 
special test of any measuring equipment, the parties shall co-operate to secure a prompt 
verification of the accuracy of such equipment. The expense of any such special test, if 
called for by Customer, shall be borne by Customer if the measuring equipment tested is 
found to be in error by not more than 2%. If, upon test, any measuring equipment is 
found to be in error by not more than 2%, previous recordings of such equipment shall be 
considered accurate in computing receipts and deliveries of gas, but such equipment shall 
be adjusted at once to record as near to absolute accuracy as possible. If the test 
conducted shows a percentage of inaccuracy greater than 2%, the financial adjustment, if 
any, shall be calculated in accordance with the Act and Regulations, as may be amended 
from time to time and in accordance with any successor statutes and regulations. 
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14.5 Preservation of Metering Records:  

Union and Customer shall each preserve for a period of at least six (6) years all test data, 
and other relevant records. 

14.6 Error in Gas Metering or Meter Failure:  

In the event of an error in metering gas or a gas meter failure, (such error or failure being 
determined through check measurement by Union or any other available method), then 
Customer shall enforce its rights as Customer with the Interconnecting Pipeline(s) to 
remedy such error or failure including enforcing any inspection and/or verification rights 
and procedures. 

15. Representations, Warranties and Covenants 

15.1 Union 

Union represents and warrants that it has and shall maintain throughout the term of the 
LD Agreement an Emergency Response Action Plan approved by Transport Canada for 
the transportation of dangerous goods (the “ERAP”). Union agrees that the ERAP shall 
apply to all LNG and LNG shipments until the LNG is delivered to and received by 
Customer at its refueling station. Notwithstanding the foregoing, in the event that an 
accident occurs requiring implementation of the ERAP, Customer shall reimburse Union 
for all costs incurred to provide emergency response pursuant to the ERAP, including but 
not limited to, the dispatching of Union personnel to the site of the accident.  

15.2 Customer 

The Customer warrants and represents that: 

(a) in its acceptance, transport, use or storage of the LNG it is in compliance with the 
requirements of any laws, rules, regulations and orders of any legislative body, 
governmental agency or duly constituted authority now or hereafter, including, 
but not limited to, the federal Transportation of Dangerous Goods Act. 

(b) it will, if required, maintain, or have maintained on its behalf, all external 
approvals including the governmental, regulatory, import/export permits and other 
approvals or authorizations that are required from any federal, state or provincial 
authorities for the gas quantities to be handled under the LD Agreement. 

(c) the financial assurances (including the security pursuant to Section 9.3) (if any) 
shall remain in place throughout the term hereof, unless Customer and Union 
agree otherwise. Customer shall notify Union in the event of any change to the 
financial assurances throughout the term hereof.   
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(d) if applicable, it shall have good and marketable title to, or legal authority to 
deliver to Union, all gas delivered to Union hereunder. Furthermore, Customer 
hereby agrees to indemnify and save Union harmless from all suits, actions, debts, 
accounts, damages, costs, losses and expenses arising from or out of claims of any 
or all third parties to such gas or on account of Taxes, or other charges thereon. 

15.3  Transportation and Safety Documents 

Union shall be responsible for preparing and supplying all transportation and safety 
documents that are the responsibility of a consignor of a dangerous good or a supplier of 
a hazardous material or product under applicable laws and regulations including without 
limitation all safety marks, shipping documents and material safety data sheets. 

16. Default, Termination and Bankruptcy 

16.1 General Default 

In case of the breach or non-observance or non-performance on the part of either party 
hereto of any covenant, proviso, condition, restriction or stipulation contained in the LD 
Agreement, including these Liquefaction General Terms and Conditions (but not 
including herein failure to take or make delivery in whole or in part of the gas delivered 
to Union and the LNG delivered by Union hereunder occasioned by any of the reasons 
provided for in Section 18 herein) which has not been waived by the other party, then and 
in every such case and as often as the same may happen, the non-defaulting party may 
give written notice to the defaulting party requiring it to remedy such default and in the 
event of the defaulting party failing to remedy the same within a period of thirty (30) 
days from receipt of such notice, the non-defaulting party may at its sole option declare 
the LD Agreement to be terminated and thereupon the LD Agreement shall be terminated 
and be null and void for all purposes other than and except as to any liability of the 
parties under the same incurred before and subsisting as of termination. The right hereby 
conferred upon each party shall be in addition to, and not in derogation of or in 
substitution for, any other right or remedy which the parties respectively at law or in 
equity shall or may possess. 

16.2 Additional Union Remedies 

In addition to the remedies set out in Section 16.1 above and any other remedy that it has, 
Union may at its option and without liability therefor, immediately suspend further 
Liquefaction Services to Customer and may refuse to Dispense LNG to Customer until 
the default has been fully remedied, and no such suspension or refusal will relieve 
Customer from any obligation under the LD Agreement, including these Liquefaction 
General Terms and Conditions. 
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16.3  Bankruptcy or Insolvency of Customer 

If Customer becomes bankrupt or insolvent or commits or suffers an act of bankruptcy or 
insolvency or a receiver is appointed pursuant to a statute or under a debt instrument or 
Customer seeks protection from the demands of its creditors pursuant to any legislation 
enacted for that purpose or commences proceedings under the Companies’ Creditors 
Arrangement Act of Canada, Union will have the right, at its sole discretion, to terminate 
the Liquefaction Services by giving notice in writing to Customer and thereupon Union 
may cease further Dispensing of LNG to Customer and the amount then outstanding for 
Liquefaction Services provided under these Liquefaction General Terms and Conditions 
will immediately be due and payable by Customer. 

17. Indemnity and Limitation on Liability 

17.1 Limitation on Liability 

Union, its affiliates, employees, contractors or agents are not responsible or liable for any 
loss, damage, costs or injury (including death) incurred by Customer or any person 
claiming by or through Customer caused by or resulting from, directly or indirectly, any 
discontinuance, suspension or interruption of, or failure or defect in the supply or 
delivery or transportation of, or refusal to supply, delivery or transport gas, or provide 
Liquefaction Services, unless the loss, damage, costs or injury (including death) is 
directly attributable to the gross negligence or willful misconduct of Union, its affiliates, 
employees, contractors or agents provided, however that Union, its affiliates, employees, 
contractors and agents are not responsible or liable for any loss of profit, loss of revenues, 
or other economic loss even if the loss is directly attributable to the gross negligence or 
willful misconduct of Union, its affiliates, employees, contractors or agents. 

17.2 Indemnity 

The Customer will indemnify and hold harmless each of Union, its affiliates, employees, 
contractors and agents from and against any and all adverse claims, losses, suits, actions, 
judgments, demands, debts, accounts, damages, costs, penalties and expenses (including 
all legal fees and disbursements) arising from or out of 

(a) the negligence or willful misconduct of Customer, its employees, contractors or 
agents; or 

(b) the breach by Customer of any of the provisions contained in the LD Agreement, 
including these Liquefaction General Terms and Conditions including those 
related to the payment by Customer of all Taxes (or payments made in lieu 
thereof). 
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18. Force Majeure 

18.1 Notice 

In the event that either Customer or Union is rendered unable, in whole or in part, by 
Force Majeure, to perform or comply with any obligation or condition of the LD 
Agreement, such party shall give notice and full particulars of such Force Majeure in 
writing delivered by hand, or other direct written electronic means to the other party as 
soon as possible after the occurrence of the cause relied on and subject to the provision of 
this Section 18. 

18.2 Interruption Notice 

If Union claims suspension pursuant to this Section 18, Union will be deemed to have 
issued to Customer a notice of interruption. 

18.3 Exceptions 

Neither party shall be entitled to the benefit of the provisions of Force Majeure hereunder 
if any or all of the following circumstances prevail: the failure resulting in a condition of 
Force Majeure was caused by the negligence of the party claiming suspension; the failure 
was caused by the party claiming suspension where such party failed to remedy the 
condition by making all reasonable efforts (short of litigation, if such remedy would 
require litigation); the party claiming suspension failed to resume the performance of 
such condition obligations with reasonable dispatch; the failure was caused by lack of 
funds; the party claiming suspension did not, as soon as possible after determining, or 
within a period within which it should acting reasonably have determined, that the 
occurrence was in the nature of force majeure and would affect its ability to observe or 
perform any of its conditions or obligations under the LD Agreement, give to the other 
party the notice required hereunder. 

18.4 Notice to Resume 

The party claiming suspension shall likewise give notice as soon as possible after the 
force majeure condition is remedied, to the extent that the same has been remedied, and 
that such party has resumed or is then in a position to resume the performance of the 
obligations and conditions of the LD Agreement. 

18.5 Delay of Liquefaction Services 

Despite this Section 18, if Union is prevented, by reason of an event of Force Majeure on 
Union’s system from delivering LNG on the Day or Days upon which Union has 
accepted gas from Customer and was scheduled to deliver LNG, Union shall thereafter 
make all reasonable efforts to deliver such quantities as soon as practicable and on such 
Day or Days as are agreed to by Customer and Union.  
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18.6 Settlement of Labour Disputes 

Notwithstanding any of the provisions of this Section 18, the settlement of labour 
disputes or industrial disturbances will be entirely within the discretion of the particular 
party involved and the party may make settlement of it at the time and on terms and 
conditions as it may deem to be advisable and no delay in making settlement will deprive 
the party of the benefit of this Section 18. 

18.7 No Exemption for Payments 

Notwithstanding any of the provisions of this Section 18, Force Majeure will not relieve 
or release either party from its obligations to make payments to the other. 

19. Interpretation 

Except where the context requires otherwise or except as otherwise expressly provided, 
in these Liquefaction General Terms and Conditions: 

(a) all references to a designated Section are to the designated Section of these 
Liquefaction General Terms and Conditions unless otherwise specifically stated; 

(b) the singular of any term includes the plural, and vice versa, and the use of any 
term is equally applicable to any gender and, where applicable, body corporate; 

(c) any reference to a corporate entity includes and is also a reference to any 
corporate entity that is a successor by merger, amalgamation, consolidation or 
otherwise to such entity; 

(d) all words, phrases and expressions used in these Liquefaction General Terms and 
Conditions that have a common usage in the gas industry and that are not defined 
in these Liquefaction General Terms and Conditions or the LD Agreement have 
the meanings commonly ascribed thereto in the gas industry; and 

(e) the headings of the Sections set out in these Liquefaction General Terms and 
Conditions are for convenience of reference only and will not be considered in 
any interpretation of these Liquefaction General Terms and Conditions. 

20. Miscellaneous 

20.1 Waiver 

No waiver of any provision of the LD Agreement, including these General Terms and 
Conditions, shall be effective unless the same shall be in writing and signed by the party 
entitled to the benefit of such provision and then such waiver shall be effective only in 
the specific instance and for the specified purpose for which it was given. No failure on 
the part of Customer or Union to exercise, and no course of dealing with respect to, and 
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no delay in exercising, any right, power or remedy under the LD Agreement, including 
these General Terms and Conditions, shall operate as a waiver thereof. 

20.2 Assignment 

Union may assign its rights and obligations under these Liquefaction General Terms and 
Conditions and the LD Agreement in whole or in part at any time without consent. 

The Customer may not assign its rights under these Liquefaction General Terms and 
Conditions or the LD Agreement in whole or in part without the prior written consent of 
Union.   

20.3 Amendments to General Terms and Conditions 

Union may revise these Liquefaction General Terms and Conditions and L1 Rate 
Schedule B (Nominations) at any time in its sole discretion, which revised terms shall be 
applicable to a Customer on sixty (60) days’ notice. 

20.4 Time is of Essence 

Time is of the essence of these Liquefaction General Terms and Conditions and of the 
terms and conditions thereof. 

20.5 Subject to Legislation 

Notwithstanding any other provision hereof, the Union L1 Liquefaction Rate Schedule, 
including these Liquefaction General Terms and Conditions, the LD Agreement and the 
respective rights and obligations of the parties hereto are subject to all present and future 
valid laws, orders, rules and regulations of any competent legislative body, or duly 
constituted authority now or hereafter having jurisdiction and the Union L1 Liquefaction 
Rate Schedule, including these Liquefaction General Terms and Conditions and the LD 
Agreement shall be varied and amended to comply with or conform to any valid order or 
direction of any board, tribunal or administrative agency which affects any of the 
provisions of the Union L1 Liquefaction Rate Schedule, including these Liquefaction 
General Terms and Conditions and the LD Agreement. 

20.6 Further Assurances 

Each of Union and Customer will, on demand by the other, execute and deliver or cause 
to be executed and delivered all such further documents and instruments and do all such 
further acts and things as the other may reasonably require to evidence, carry out and give 
full effect to the terms, conditions, intent and meaning of these Liquefaction General 
Terms and Conditions and to assure the completion of the transactions contemplated 
hereby. 
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20.7 Paramountcy 

To the extent of any conflict or inconsistency between these Liquefaction General Terms 
and Conditions and the LD Agreement, these Liquefaction General Terms and Conditions 
shall prevail but only to the extent of such conflict or inconsistency. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
Please state whether there are other potential customers who did not respond to the open season, 
but who have subsequently indicated they would sign up for capacity at Hagar.  If so, please 
indicate the number of potential customers and their potential minimum annual commitments. 
 

Response:  
 
Union continues to have discussions with other parties that did not respond to the open season.  
Most potential customers are looking for supply to enable them to pilot new LNG technologies.  
At this time, no other parties have provided a commitment that they will sign up for capacity at 
Hagar. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
Please state how Union intends to reconcile the difference between the short-term nature of the 
indicated tenors with the life of the expanded asset.  
 

Response: 

Please see the responses to Exhibit B.Northeast.8 c) and Exhibit B.Northeast.12. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 10, Lines 5-11  
 
What is the per GJ market rate for LNG at the present time? 
 

Response:  
 
There is currently no open and transparent LNG market in Ontario, therefore there is no market 
rate at the present time.  Union’s introduction of the L1 rate will establish the first publicly 
available price for LNG where a major component of the LNG, the base commodity price for 
natural gas, will be established using a price to be determined within a Board-approved range or, 
should the customer opt to purchase their own supply, at market prices.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 11, Lines 5-8 

Hagar is connected to the TransCanada (TCPL) Mainline, near Sudbury.  In March, 2014, TCPL 
informed the National Energy Board that it will make an application seeking approval for the 
Energy East Pipeline, a 4,600-kilometre pipeline that will carry 1.1-million barrels of crude oil 
per day from Alberta and Saskatchewan to refineries in Eastern Canada.  Currently, the Energy 
East project calls for converting one of the existing pipelines that supplies Union North from 
natural gas to an oil transportation pipeline.  Please indicate the expected impact on gas 
availability and deliverability for NDA customers if Energy East goes forward and the natural 
gas flowing from Western Canada to central and eastern Canada is reduced by 30% to 40%. 
 

Response:  
 
The service being applied for in this application is 100% interruptible.  Providing this service 
does not impact Union’s ability to support Union’s in-franchise market. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 11, Lines 5-8 
 
Please state whether the reduction in flow is expected to create new supply constraints and price 
volatility for NDA customers, especially in the winter months, such as gas customers 
experienced in New England in 2014. 
 

Response: 

TransCanada is expected to file detailed applications with the NEB on their Energy East and 
Natural Gas Mainline Expansion projects before the end of the year. The impacts on capacity and 
flows are expected to be forecast at that time. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 11, Lines 5-8 
 
Please state whether Union expects the Hagar LNG facility to operate differently than it has in 
recent years to ensure reliability and deliverability in the NDA if the Energy East Pipeline 
proceeds. 
 

Response:  
 
The Hagar LNG facility is not expected to operate any differently if the Energy East pipeline 
proceeds.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 11, Lines 5-8 
 
Please indicate whether Union anticipates the need to build additional natural gas infrastructure 
to alleviate the potential supply shortfall from Energy East, the cost of which will be recovered 
from NDA customers. 
 

Response: 

No.  Union does not anticipate the need to build additional natural gas infrastructure to alleviate 
a potential supply shortfall from Energy East. It is expected that TCPL will be required to 
remediate enough pipe to replace sufficient capacity to ensure that there is not a market 
shortfall.  Specifically, they will need to ensure sufficient capacity exists in the market to serve 
both firm needs and discretionary needs.     
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 11, Lines 5-8 
 
How would a supply shortfall in the range of 30-40% affect storage practices at Hagar? 
 

Response:  
 
Union will not have a 30-40% supply shortfall.  Please see response to Exhibit B.Northeast.21.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9   

Union Gas is proposing to use tank inventory management techniques to make unused 
liquefaction capacity available for sales of LNG as a transportation fuel.  Irrespective of the tank 
management argument, the interruptible service will increase the duty cycle of the liquefaction 
equipment, which is 46 years old, and nearing the end of its useful life.  Please identify the make, 
year, and type of liquefaction system at Hagar, as well as the composition of the refrigerant(s) 
used. 
 

Response:  
 
Hagar is a mixed refrigerant plant that was designed and built in 1968 by Air Liquide.  The 
mixed refrigerant is composed of ethylene, methane, propane, butane and pentane. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9 
  
Please specify the annual load factor of the Hagar liquefaction unit over the past 10 years, 
including the number of stop/starts per year. 
 

Response: 
 

Year Load Factor 
2009 10% 
2010 11% 
2011 12% 
2012 9% 
2013 8% 
2014 0% 

 
This information is available for the past 5 years.  There has been one start and one stop each 
year. 
 
Note that the Load Factor is calculated from the volume that has been liquefied, and since no 
liquefaction has yet occurred in 2014, the Load Factor shows as 0% although the tank has been 
used.  The Load Factor for 2014 is expected to be similar to the Load Factor for 2013.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9 
 
Please specify the expected annual load factor of the Hagar liquefaction unit over the life of the 
expansion, including the projected number of stop/starts per year. 
 

Response: 
 

Year 
Load 
Factor 

2015 16% 
2016 40% 
2017 62% 
2018 71% 

 
 

  
This information is available for the first 4 years of the expansion.  It is not possible to project 
the number of starts and stops that will be required.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9 
 
Please provide the historical Mean Time to Failure (MTTF) and Mean Time To Repair (MTTR) 
figures for the liquefaction equipment over the past 10 years.  
 

Response: 

Union does not track this metric at Hagar. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9 
 
Please indicate whether the Mean Time to Failure (MTTF) and Mean Time To Repair (MTTR) 
figures for the liquefaction equipment is expected to increase over the future life of the project. 
 

Response:  
 
Yes. As equipment is used more often it will need to be repaired more frequently.  The increase 
in O&M outlined in Exhibit A, Tab 1, Table 4 reflects the higher use expected. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 13, Lines 13-21, Page 14 Lines 1-9 
 
Please indicate whether the future load factor is expected to compromise reliability or the plant’s 
ability to fulfill its prime function of supplementing system integrity. 
 

Response:  
 
The primary function of Hagar is to support system integrity.  The new liquefaction activity will 
not affect this function. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1,  Page 14-15, Lines 12-22 and 1-6 
   

Please specify to what extent the stated Tank-O-Meter inaccuracy is due to the inherent physical 
limitations of the equipment or other factors, including but not limited to liquid density caused 
by boil off and nitrogen rejection.  

 

Response:  
 
The stated Tank-O-Meter level of accuracy is due to the physical limitations of the equipment.  
Other factors such as density changes are not considered. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1,  Page 14-15, Lines 12-22 and 1-6 
   
Please provide evidence that tank levels have not been higher than indicated given the 
acknowledgement that the current tank level system is stated within a plus/minus level of 
accuracy. 
 

Response:  
 
Union errs on the side of caution and as such has predefined a maximum level which takes into 
account the level of accuracy of the Tank-O-Meter. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1,  Page 14-15, Lines 12-22 and 1-6 
    
Please state whether it is possible that the actual tank levels have historically been higher than 
indicated due to level measurement inaccuracy, and that more accurate measuring equipment 
may not provide for the anticipated additional storage space. 
 

Response: 

Please see the response to Exhibit B.Northeast.30. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1,  Page 14-15, Lines 12-22 and 1-6 
 
Please confirm that the tank impoundment volume can accommodate the proposed increase in 
LNG stored. 
 

Response:  
 
The tank impoundment area was designed to accommodate the maximum fill volume of the tank. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 14-15, Lines 12-22 and 1-6 
 
Please state whether the combination of higher tank levels and potential for increased LNG 
density in kg/m3 due to increased ethane and C6+ content present any issues with the tank 
foundation loading.  
 

Response:  
 
The tank foundation was designed with full loadings considered.  When the foundation was 
designed the LNG had a higher heating value than today. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 14-15, Lines 12-22 and 1-6   
 
Please state whether Union uses a travelling density/temperature probe to detect stratification in 
tank volume density that can lead to a tank roll over.  If so, how does the level data collected 
from that device compare historically to the Tank-O-Meter level data? 
 

Response:  
 
Union does not use a travelling density/temperature probe. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15, Lines 8-13  

Please confirm the number of days of liquefaction that 7,000 GJ is capable of storing, with 
respect to the nominal liquefaction capacity of the plant and the maximum allowable take under 
the proposed L1 rate. 
 

Response:  
 
The 7,000 GJ is sized to provide balancing between the daily deliveries of gas to the tank and the 
batch deliveries of LNG out of the tank.  It is not meant to provide a defined period of storage. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15, Lines 8-13 
 
Please confirm whether the 7,000 GJ of storage is a hard limit for L1 rate customers, and that 
Union does not intend to “borrow” storage from the system integrity tank to make interruptible 
deliveries of LNG. 
 

Response:  
 
Please see the response to Exhibit B.Northeast.39.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15, Lines 8-13 
  
Please identify any scenarios where Union anticipates that interruptible deliveries of LNG will 
require more than 7,000 GJ of storage. 
 

Response:  
 
Please see the response to Exhibit B.Northeast.39.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15, Lines 8-13 
 
Please indicate the accuracy of the new radar system to measure an additional 7,000 GJ of 
storage in a 648,000 GJ tank at volume intervals varying from empty to full. 
 

Response:  
 
The current tank level gauge allows accuracy of +/- .97 ft = +/- 7,000 GJ.  The new radar 
measurement gauge will be accurate to +/-.007 ft = +/- 47 GJ.  After rounding there will be 
increased working capacity of 7,000 GJ.   

The 7,000 GJ is the stated difference between the two types of measurement. The height of the 
LNG in the tank will not affect this difference in measurement.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15, Lines 8-13 
 
Please quantify in terms of hours /days the terms “temporary” and “timing differences” in line 13 
above. 
 

Response: 

As described in Exhibit A, Tab 1, pages 14-15, Union will be increasing the working storage 
space at Hagar by 7,000 GJ by making a one-time improvement to the measuring equipment at 
the facility.  Union estimates that liquefaction customers will use up to 7,000 GJ of storage 
space. 
 
Storage will be used to balance timing differences between supplies and dispensing of LNG.  
The duration could range from hours to as long as weeks, in the case of a maintenance or 
unscheduled equipment outage. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 

The service is identified as “interruptible” throughout the application, yet utilities typically do 
not build infrastructure for “interruptible” service.  But the L1 Rate Schedule (Tab 2, Schedule 3) 
indicates that the customer is subject to an annual minimum charge of liquefaction services.  This 
“take-or-pay” feature seems to imply that the L1 rate is actually for “firm” delivery of LNG 
services for a specified quantity on an annual basis.  Please clarify on what basis the L1 rate of 
$5.096 per GJ is for “interruptible” or “firm” service? 
 

Response:  
 
Union’s proposed Rate L1 liquefaction service is being offered on an interruptible basis.  Union 
does not have firm liquefaction capacity available. 
 
As described at Exhibit A, Tab 1, page 14, excess liquefaction capability exists at Hagar because 
liquefaction is currently only required to replace LNG volumes vapourized as a result of a 
system integrity event or regularly occurring boil off.  In the event of a system integrity event or 
during maintenance periods, Union may not be able to provide liquefaction service for the 
contracted quantities. 
 
Union has proposed an annual minimum volume commitment for the liquefaction service.  The 
minimum annual volume is intended to ensure that Union recovers the incremental project costs 
from Rate L1 customers. 
 



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Northeast.41  
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
What is the expected contract tenor for L1 service? 
 

Response:  
 
Given the LNG market is at the very early stages of development Union expects the majority of 
contracts will be for a one to three-year term.     
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
What are the renewal rights, if any? 
 

Response:  
 
Please refer to Article 3.2 of the Draft Liquefaction & Dispensing Contract provided in the 
response to Exhibit B.Northeast.14.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
Will customers provide and maintain evidence of creditworthiness throughout the term of the L1 
service agreement? Where is creditworthiness factored into the rate proposal? 
 

Response:  
 
Please refer to Article 9.3 of the Draft Liquefaction General Terms & Conditions provided in the 
response to Exhibit B.Northeast.14.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
What flexibility will customers have in terms of the timing for nomination for service, 
liquefaction, storage, and dispensing under the proposed L1 rate of $5.096? 
 

Response:  
 
The draft contract documents referred to in Exhibit B.Northeast.14 define the nomination 
windows for all services under the proposed L1 rate.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
What is the minimum contracted quantity that will trigger Union to make a final investment 
decision and build facilities? 
 

Response:  
 
Union will need a minimum commitment, or a very high expectation of completing contracts 
prior to the in-service date, of at least 50% of the liquefaction capacity available.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
Please describe the rationale for the price ceiling for short-term “interruptible” service at three-
times the proposed rate of $5.096 / GJ.  Will the short-term rate have a floor? 
 

Response:  
 
Similar to other regulated services offered by Union, the higher ceiling was established to allow 
Union to capture market opportunities when the demand for LNG might spike above normal 
demand levels.   

No. The short-term rate will not have a floor. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
How will Union set the price (i.e., a daily auction mechanism) and will procurement be open 
access or restricted? 
 

Response:  
 
Union will determine the short term price through an auction process with the existing parties 
under contract.  Access to LNG will be restricted to those parties that have contracted for such 
service with Union. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
Please describe any limits to prevent Union from “dumping” short-term LNG volumes into the 
transportation fuel market at a discount to the L1 proposed rate, and potentially undercutting 
other suppliers.  
 

Response:  
 
As stated in response to Exhibit B.Northeast.46, the short-term rate will not have a floor. 
However, as noted in the response to Exhibit B.Northeast.49, Union would not sell short-term 
liquefaction service at a rate that does not, at a minimum, recover the variable costs associated 
with the provision of the service. The excess liquefaction available from Hagar is such that 
Hagar will never be a “dominant” force in a robust and active LNG market, and therefore will 
never be a “price setter”.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 15 – 16, Lines 16-20 and Line 1 
 
Please describe how any spot market premiums or losses could impact the rate base.   
 

Response:  
 
For the purposes of this response, Union assumes that the reference to ‘spot market premiums or 
losses’ refers to Union’s proposal for a maximum interruptible liquefaction rate for short-term 
(i.e. one year or less) service of $15/GJ. 
 
Union’s proposed maximum interruptible liquefaction rate of $15/GJ and any revenue generated 
from short-term liquefaction activity will not impact rate base.  The additions to rate base 
associated with Union’s capital investment of $8.7 million will be based on the actual costs of 
the constructed facilities when the facilities are deemed to be in-service.   
 
Revenue generated from short-term liquefaction service at a premium (i.e. above the cost-based 
rate) will contribute to utility earnings, subject to sharing with ratepayers.  Union would not sell 
short-term liquefaction service at a rate that does not, at a minimum, recover the variable costs 
associated with the provision of the service.  Accordingly, Union does not anticipate any ‘spot 
market losses’ from the provision of short-term liquefaction service. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
 
Reference: Exhibit A Tab 1, Page 18, Lines 14-21 

Please state whether liquefaction and dispensing of interruptible LNG volumes will be carried 
out during periods of tank replenishment to achieve the full level identified for system integrity.  
 

Response:  
 
Yes.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
 
Reference: Exhibit A Tab 1, Page 18, Lines 14-21 
 
If the tank volume is less than the maximum volume required to cover system integrity, please 
state how Union will prioritize demands for liquefaction for system integrity versus requests for 
interruptible LNG.  
 

Response:  
 
Filling for system integrity will take priority over demands for interruptible LNG.  Prioritization 
of liquefaction at Hagar available for interruptible LNG will be a function of tank level and 
available days remaining to get to full.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 19, Lines 2-19  
 
Please confirm the minimum contract tenor for the proposed L1 Rate.  
 

Response:  
 
The minimum contract term is one year.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 19, Lines 2-19  
 
Please confirm the minimum daily quantity on a “take-or-pay” basis. 
 

Response:  
 
There is no minimum daily quantity on a “take or pay” basis.  “Take or Pay” language refers 
only to an annual Minimum quantity that a customer must take (or at least pay for) in a year.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 19, Lines 2-19  
 
Please confirm the minimum monthly quantity on a “take-or-pay” basis.  
 

Response: 

Please see the response to Exhibit B.Northeast.53.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 19, Lines 2-19  
 
Please state whether customers can “bank” LNG deliveries on an inter-monthly basis? (In other 
words: Can a customer who has been invoiced for one month of service, but not taken delivery of 
the LNG in that month, take delivery of the LNG it has already paid for in a following month in 
addition to the following month’s quantity?) 
 

Response:  
 
Customers are expected to balance their daily natural gas deliveries and LNG shipments such 
that the two quantities are equal at the end of any month.  There is no provision to carry over 
LNG inventory from one month to the next.  If the customer has been unable to pick up a 
scheduled LNG delivery e.g. a truck breakdown, then the customer has three days in which to 
reschedule that delivery.  If the customer has reduced their LNG receipts in a month based on 
their nomination 15 days prior to the start of the month, then that shortfall may be made up in 
any following month provided that Union has accepted the customer’s higher nomination in that 
following month. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 19, Lines 2-19  
 
Please indicate the remedies available to L1 customers in the event that Union cannot meet the 
Minimum Annual Volume commitment under the L1 rate due to a high utilization of the plant 
for system integrity purposes, unplanned outages, and the like. 
 

Response:  
 
If for any reason, Union has interrupted the L1 rate service, and that interruption is less than 
three consecutive business days, and the customer was scheduled to receive an LNG delivery, 
then the customers’ delivery will be rescheduled following the interruption.  If the interruption is 
greater than three consecutive business days and the customer was scheduled to receive an LNG 
delivery in that time, then the customers’ Minimum Annual Commitment and Monthly 
Dispensing Amount will be prorated accordingly. 

 



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Northeast.57  
                                                                                           
 

UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
The Hagar plant was placed in service in 1968.  Since that time, code requirements for the 
design, construction and operation of LNG facilities have evolved substantially.  The current 
Hagar plant is grandfathered with respect to current code requirements.  In North America, 
substantive changes to LNG plant equipment or operations have resulted in the plant’s operation 
and design being reviewed against current code requirements.  The current code covering LNG 
facilities is CSA-276-11 Liquefied Natural Gas (LNG) Production, Storage, and Handling.  This 
code requires several design features that may be difficult to implement in the existing plant.  
There are a wide range of design and operating requirements in the CSA code and implicit in 
current industry practices that may be costly or even impossible to retrofit to the plant.  Please 
indicate whether Union has filed or intends to file for an amendment to its Environmental 
Compliance Approval from the Ontario Ministry of the Environment. 
 
Response:  
 
Union Gas has a Certificate of Approval that is filed with the Ministry of the Environment.  
When new equipment is added the Certificate is amended as required. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 

Please indicate whether the expansion or the associated road widening will require an 
environmental impact assessment, approval from the town/municipality, and/or consultations 
with local residents. 
 

Response:  
 
Upgrades to the Northern Central Road do not require an environmental impact assessment. The 
Municipality has defined the scope of road improvements to ensure compliance with applicable 
road standards. In addition, a public information session was held on November 25, 2013 at the 
St. Charles Community Centre.  This session allowed Union the opportunity to discuss and get 
feedback from the affected public on project related details.  Consultations with affected 
residents who live along Northern Central Road have been initiated and are on-going.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Please confirm that the Hagar plant will be in compliance with CSA 276-11 upon completion of 
the expansion. 
 

Response: 

The Hagar facility is grandfathered in respect to the CSA Z276 code.  Any new work that is done 
to the facility will be in compliance with today’s codes and standards. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Please provide design LNG spill scenarios that have been modeled, showing that the resulting 
gas cloud down to a level of 50% LEL stays on the property along with separation distances. 
 

Response:  
 
The dispersion modelling associated with an LNG spill during a truck loading activity has not 
yet been completed.  It will be completed as part of the detailed design.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Please provide design fire scenarios that have been modeled, showing that thermal radiation heat 
flux rates at the property line fall within specified limits. 
 

Response: 

The thermal radiation heat flux analysis of the proposed truck loading facility will be completed 
as part of the TSSA Variance application.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Please provide a Quantitative Risk Analysis that has been developed and/or submitted for 
approval to the TSSA. 
 

Response: 

Union is currently in discussion with the TSSA and has yet to develop and submit a revised 
Quantitative Risk Assessment for TSSA approval.  TSSA has identified a 3-stage approval 
process.  Stage 1 completion is required prior to construction.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Please indicate whether the capital cost of the plant modifications and rate calculation include an 
allowance for each of these additional requirements. 
 

Response: 

Please refer to Exhibit A, Tab 1, p. 20 for a description of the proposed $8.7 million capital 
investment at the Hagar facility.  This investment is required to facilitate the dispensing of LNG 
into tanker trucks.  

Union is assuming the “additional requirements” cited above refer to Northeast Midstream’s 
interrogatory questions 58 to 62 (Exhibit B.Northeast.58 to Exhibit B.Northeast.62).  With 
respect to the road upgrade, the one-time cost of $500,000 is O&M and was factored into the rate 
calculation.  The costs of the remaining requirements: compliance with CSA 276-11; design spill 
scenarios; design fire scenarios; and, Quantitative Risk Analysis were included in the capital cost 
estimate and ultimately the rate calculation.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 20, Lines 2-9 
 
Would these additional requirements influence how the current functional asset allocation is 
structured, particularly land costs attributable to code imposed separation distances? 
 

Response: 

The “additional requirements” as cited in the response to Exhibit B.Northeast.63 have no 
influence on how the current functional asset allocation is structured.  The incremental facilities 
are being constructed on Union Gas property and represent a small addition relative to the 
existing Hagar site.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 21, Lines 2-6 

Please indicate whether the O&M budget includes additional human, financial, physical, and 
knowledge resources that are required to execute an aggressive market growth business strategy 
to supply LNG services versus a utility business strategy of operating gas infrastructure. 
 

Response:  
 
The O&M budget presented is strictly for the Operation and Maintenance of the Hagar facility.  
Additional resources required to market LNG are not included. Union will use existing Sales 
personnel to market LNG services from Hagar. No incremental marketing staff are required. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A Tab 1, Page 21, Lines 2-6 
 
Please indicate how the O&M budget takes into account the cost of increasing the load capacity 
of the liquefaction equipment. 
 

Response:  
 
The O&M budget is tied directly to the liquefaction forecast.  As the number of days for 
liquefaction increases so too does the O&M budget. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories  are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please confirm that the Board-Approved 2013 revenue requirement for the Hagar facility would 
be equivalent to $8.223/GJ, assuming a liquefaction volume of 751,950 GJ per year (648,000 GJ 
per year for system integrity and 104,000 GJ per year for “boil-off”)? 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions. As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon. The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 

Confirmed.  Based on the 2013 Board-approved Hagar revenue requirement of $6.183 million 
(including $1.085 million in compressor fuel costs) and assumed annual liquefaction demands 
for system integrity and boil off of 751,950 GJ, the per unit cost would be $8.223/GJ. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please confirm that the costs (other than compressor fuel) assigned to “Variable Costs” are based 
on the “boil-off” replacement of 104,000 GJ per year only. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 

Confirmed.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories  are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Union has assigned $842,000 of a total of $1,463,000 in fixed O&M to storage.  Please comment 
on the reasonableness of assigning $842,000 of a total $1,463,000 in fixed O&M to storage, 
which is an inherently passive activity, when liquefaction is typically the most labour and 
maintenance intensive activity at an LNG plant.  
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
The allocation of $0.842 million of the total $1.463 million in fixed O&M costs to the storage 
function is reasonable.  Fixed O&M costs do not vary based on the level of liquefaction, storage 
or vapourization activity at the Hagar facility.   
 
Union’s proposed allocation of fixed O&M costs is in proportion to net plant.  As the fixed 
O&M costs support the assets that provide the liquefaction, storage or vapourization functions it 
is appropriate to allocate these costs in a manner consistent with the allocation of net plant.  This 
approach best reflects cost causality. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories  are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment on the following observation in the Crowe Soberman Report on Page 5 
concerning different time periods assigned to depreciation and revenue requirement in the Union 
application: 

“We do note that there are some observations, which may be made regarding the data on 
Appendix B, and/or regarding the calculation of the average costs and revenue requirement.  
Thus, for example, it appears that the plant investment is assumed to have been made for 
approximately 4 months of 2015, while depreciation is included for 6 months of 2015.  However, 
subsequently, the revenue requirement is considered over 4 complete years, and the average 
liquefaction volume (of 415,520 GJ) is also calculated over 4 complete years.” 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
The different timing assumptions for depreciation expense and the revenue requirement in 2015 
associated with Union’s capital investment are appropriate.   
 
The project in-service date is September 2015 and accordingly, the revenue requirement 
calculation is based on the project being in-service for four months in 2015.  From an accounting 
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perspective, depreciation expense in 2015 is calculated using the half year rule or the equivalent 
of six months.  This is consistent with Union’s accounting treatment for all capital projects. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories  are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment on the following observation in the  Crowe Soberman Report on Page 5, and 
explain why the average cost of compressor fuel is $1.44 per GJ of LNG produced for system 
integrity and only $0.73 per GJ of LNG produced for interruptible LNG service: 

“We also note that the assumed compressor fuel average annual cost is $303,000 for average 
liquefaction of 415,520GJ per annum. By comparison, from Appendix A, it appears that (for 
2013) the compressor fuel cost was estimated to be $1,085,000 for (apparently) average 
liquefaction of 751,950 GJ.  We do not have sufficient information to explain the (relatively) 
lower compressor fuel cost reflected on Appendix B.” 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union does not agree that the 2013 Board-approved average cost of compressor fuel for 
liquefaction is $1.44 per GJ.   
 
Union’s 2013 Board-approved costs include a total of $1.085 million in compressor fuel 
requirements, of which approximately $0.464 million are related to liquefaction, $0.520 million 
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are to recover gas lost to boil-off and the remaining costs are forecasted for compressor fuel 
required for vapourization and distribution activities.   
 
Subsequent to Union’s 2013 rebasing proceeding, Union invested in an additional boil off 
compressor at the Hagar facility that uses electricity to return the boiled-off gas to Union’s 
system.  As a result of this investment, there are no additional costs to replace the gas lost to boil 
off for the Rate L1 service.   
 
Please see Table 1 for a comparison of the 2013 Board-approved Hagar compressor fuel costs 
and the forecasted Rate L1 compressor fuel costs for liquefaction activity. 
 
 
 

Table 1 
2013 Board-Approved vs. Rate L1 Compressor Fuel 

      Line 
   

2013 Board- 
 No. 

 
Particulars 

 
 Approved Rate L1 

    
(a) (b) 

      1 
 

Total Compressor Fuel ($000's) 
 

                1,085                   303  
2 

 
Boil Off Gas (1) 

 
                   520                     -    

3 
 

Other Compressor Fuel (2) 
 

                   101                      -    

      4 
 

Liquefaction Compressor Fuel  
   

  
(line 1 - line 2 - line 3) 

 
                   464                 303  

      5 
 

Liquefaction Activity (GJ) 
 

            648,000          415,520  

      6 
 

Liquefaction Compressor Fuel Unit Cost 
 

                  0.72                0.73  

      Notes: 
   (1) Boil-off gas not recovered prior to installation of second boil off compressor. 

(2) Other compressor fuel requirements, including vapourization and distribution. 
 
 
The Rate L1 compressor fuel unit cost is nearly identical to the 2013 Board-approved 
compressor fuel unit cost.  The small difference between the cost per unit is due to different cost 
of gas assumptions.  Union’s 2013 Board-approved compressor fuel was based on the July 2012 
QRAM cost of gas and the Rate L1 compressor fuel was based on the July 2014 QRAM cost of 
gas.    
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please state whether Section 1 “Original Plant Operation” and Section 2 “Proposed Plant 
Expansion” in Appendix C of the Crowe Soberman Report is a fair and reasonable summary of 
the revenue requirement following the proposed expansion described in the Application by 
Union Gas. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
No, Section 1 “Original Plant Operation” in Appendix C is not a fair and reasonable summary of 
the revenue requirement described in Union’s application by Union. 
 
Section 1 “Original Plant Operation” in Appendix C shows a liquefaction cost adjustment of 
$800,000.  This is incorrect, as Union did not allocate 2013 Board-approved costs to the 
proposed liquefaction service.   
 
Union has proposed a cost allocation methodology that functionalizes 2013 Board-approved 
costs to liquefaction, storage and vapourization.  Union used the functionalized liquefaction and 
storage costs to determine the Rate L1 contribution towards the recovery of existing liquefaction 
and storage costs.   
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Union’s proposed rate design determines the Rate L1 contribution towards existing liquefaction 
and storage costs based on the allocated 2013 Board-approved costs and system integrity 
liquefaction demands.   As shown at Exhibit A, Tab 2, Schedule 6, the average unit rate for 
liquefaction $2.324/GJ and $3.573/GJ for storage. 
  
Union adjusted the average liquefaction unit rate based on 167 days per year of liquefaction 
service provided to Rate L1 customers or the equivalent of 46 percent.  This adjustment results in 
a Rate L1 contribution towards existing liquefaction costs of $1.062 per GJ, as provided at 
Exhibit A, Tab 2, Schedule 6, line 5. 
 
Union adjusted the average storage unit rate based on 7,000 GJ of storage space capacity utilized 
by liquefaction customers of the total Hagar storage space of 648,000 GJ or the equivalent of 
1.1%.  This adjustment results in a Rate L1 contribution towards existing storage costs of 
$0.0386 per GJ, as provided at Exhibit A, Tab 2, Schedule 6, line 15. 
 
Section 2 “Proposed Plant Expansion” in Appendix C is generally a fair and reasonable summary 
with minor corrections.   
 
The $0.016 million allocated to storage is not an incremental revenue requirement.  It is revenue 
generated by the contribution towards existing storage costs. 
 
Union’s proposed liquefaction rate of $5.096/GJ includes liquefaction costs of $4.576/GJ 
(Exhibit A, Tab 2, Schedule 6, line 9). Section 2 in Appendix C shows a required revenue per 
unit of $4.617/GJ. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Following the proposed expansion, please confirm that required revenue for system integrity 
operation would be $7.159/GJ, while the required revenue for supplying interruptible LNG under 
the proposed L1 rate would be $4.617/GJ (system integrity rate is before removing a nominal 
amount for storage costs transferred to new business). 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 

Please see the response to Exhibit B.Northeast.72.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please indicate whether you agree with the following observation in the Crowe Soberman Report 
on Page 6:  

“Notwithstanding the above, we have identified an apparent error in the Union Gas calculations, 
and we have shown a revised calculation on Appendix C.  When Union Gas pro-rate their 
calculated pre-expansion liquefaction rate (of $2.325/GJ) to 167 days, they do not take into 
account the fact that the LNG commercial business envisages average production of 415,520 GJ, 
while the calculated pre-expansion liquefaction rate is based on an annual volume of 751,950 
GJ.” 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union does not agree with the observation in the Crowe Soberman Report on Page 6.  Union has 
not made an error in the calculation of the Rate L1 contribution towards existing liquefaction 
costs.   
 
As described in the response to Exhibit B.Northeast.72. Union has calculated a liquefaction unit 
rate based on its proposed functionalization of 2013 Board-approved costs to liquefaction.  The 
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2013 Board-approved costs assume liquefaction activity of 751,950 GJ per year for system 
integrity purposes.   
 
Accordingly, it is appropriate to determine the contribution that the proposed liquefaction rate 
should make to the recovery of 2013 Board-approved liquefaction costs based on the liquefaction 
activity that underpinned the determination of those costs. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please confirm that a portion of the liquefaction annual revenue requirement should be allocated 
to the LNG commercial business (calculated on Appendix C of the Crowe Soberman Report to 
be $800,000 and based on 167/365 days of the pre-expansion liquefaction revenue requirement 
of $1,748,000). 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Not confirmed.   
 
Union’s cost allocation proposal to functionalize 2013 Board-approved Hagar costs between the 
liquefaction, storage and vapourization functions is not intended to functionalize these costs to 
the proposed liquefaction service directly.  Union’s proposal is intended to determine 2013 
Board-approved liquefaction costs and then calculate a unit cost based on the system integrity 
demands of 751,950 GJ per year that underpin the costs. 
 
Union’s rate design ensures that the proposed liquefaction service provides a contribution to the 
recovery of functionalized liquefaction costs based on the forecasted liquefaction activity and the 
number of days of flow.   
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Union is forecasting average liquefaction activity of 415,520 GJ per year.  Accordingly, the 
liquefaction service will contribute $441,000 per year (415,520 GJ x $1.062/GJ) towards the 
recovery of 2013 Board-approved liquefaction costs.  
 
Please also see the response to Exhibit B.Northeast.72.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please confirm that the required revenue for the LNG commercial business should increase from 
$4.617/GJ to $5.478/GJ after correcting for the error identified in IR 74 above. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Not confirmed.  Please see the responses to Exhibits B.Northeast.72 - 75.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment on the following observation in the Crowe Soberman Report on Page 6:  

“We note that the calculated number of days required for the LNG commercial business 
(averaging 167 days) is based on (stated) assumed plant liquefaction capacity of 3,186 GJ/day. If 
one assumed operation of the plant for (say) 300 days per annum, this would result in annual 
liquefaction capacity of 955,800 GJ per annum. This raises some concern regarding the capacity 
of the plant to both (i) produce 415,520GJ for LNG commercial business customers, and (ii) 
recycle inventory and replace “boil-off” at the production rate of 751,950GJ per annum (the 
foregoing amounts total 1,167,470 GJ per annum).” 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union agrees with this observation.  Union does not have sufficient liquefaction capacity to 
provide both 415,520 GJ per year of liquefaction service and liquefy 751,950 GJ per year for 
system integrity purposes should the LNG tank be emptied for a system integrity event.  As a 
result, Union can only provide Rate L1 liquefaction service on an interruptible basis, as 
proposed. 
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As described at Exhibit A, Tab 1, page 14, excess liquefaction capacity exists at Hagar because 
liquefaction is currently only required to replace LNG vapourized as a result of a system 
integrity event or regularly occurring boil off.  This means that the excess liquefaction capability 
available for Rate L1 customers exists only on an interruptible basis throughout the year and the 
service would be interrupted should there be a system integrity event that requires the use of the 
Hagar facility.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories  are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please provide the actual liquefaction and vaporization quantities over the past 10 years, showing 
both the quantities of LNG vapourized for system integrity and the quantities lost to “boil-off”. 
 

Response:  
 
This information is available for the past 5 years. 
 

 
Year 

 
Boil Off, GJ 

 
System Integrity 

Vapourization, GJ 
2009 104,823 0 
2010 115,958 0 
2011 114,422 19,390 
2012 104,055 0 
2013 50,492 40,125 
2014 62,202 35,325 

 
Year Liquefaction, GJ 
2009 104,823 
2010 115,958 
2011 133,812 
2012 104,055 
2013 90,616 

2014 (YTD) 0 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment whether it is fair and reasonable to adjust the annual liquefaction capacity for 
system integrity from 751,950GJ to 425,000GJ (including LNG for vaporization and “boil-off”).  
 

Response:  
 
No, it is not reasonable.  Union is required to ensure that the entire 0.6 PJ of system integrity 
volume and replacement of boil-off can be cycled in any given year.  The annual liquefaction 
capacity required is 751,950 GJ.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please indicate whether it is fair and reasonable to assume that 20% of the storage cost should be 
allocated to LNG commercial customers, since the anticipated L1 volume is 678,000 GJ in 2018 
and the actual storage is 648,000 GJ.  
 

Response:  
 
No, it is not fair and reasonable to assume that 20% of the storage costs should be allocated to 
liquefaction customers.  Liquefaction customers should be allocated storage costs based on the 
amount of storage space they will utilize, not the level of liquefaction activity. 
 
As described in Exhibit A, Tab 1, pages 14-15, Union will be increasing the working storage 
space at Hagar by 7,000 GJ by making a one-time improvement to the measuring equipment at 
the facility.  Union estimates that liquefaction customers will use up to 7,000 GJ of storage 
space.  Union has allocated 1.1% of storage costs to liquefaction customers based on their 
expected usage of 7,000 GJ (or 1.1%) of Union’s total storage capacity of 648,000 GJ.   
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please indicate whether Crowe Soberman’s revised calculation, which results in required revenue 
for the LNG commercial business of $6.885/GJ (before considering distribution costs), is a 
reasonable basis for determination of the LNG commercial business revenue requirement based 
on the information available.  
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Crowe Soberman’s revised calculation is not a reasonable determination of the Rate L1 revenue 
requirement.  The calculation of $6.885/GJ assumes adjusted system integrity liquefaction 
volumes of 425,000 GJ and a 20% allocation of storage costs.  As described in the responses to 
Exhibits B.Northeast.79 and B.Northeast.80, Union does not agree with either of these 
assumptions. 
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 UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment on the Crowe Soberman view that it is more reasonable to allocate costs (or 
plant) which cannot be directly assigned after the proposed expansion, rather than before. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 

Union does not agree that it is more reasonable to allocate costs (or plant) which cannot be 
directly assigned after the proposed expansion.   

The proposed rate design for Rate L1 provides a contribution towards existing 2013 Board-
approved Hagar costs and recovers all incremental costs associated with the project.  This rate 
design is appropriate in the absence of a cost of service proceeding and is consistent with other 
services Union developed during the 2008-2012 IRM term, such as the rate design for the C1 
Dawn to Dawn-TCPL firm transportation rate approved by the Board in EB-2010-0207. 
 
At rebasing, Union will complete a fully allocated cost allocation study which includes the 
liquefaction costs and Rate L1 service.  Union has provided a fully allocated cost analysis for 
2018 for illustrative purposes.  The assumptions and results of this analysis are provided at 
Exhibit B.CME.5 a).  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Is it correct that Union Gas and KPMG have allocated the costs of liquefaction, vapourization 
and storage to the new LNG business before considering the proposed plant expansion that is 
necessitated by the new LNG business? 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Yes.  Please see the response to Exhibit B.Northeast.82.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please provide the cost allocation for liquefaction, vapourization and storage taking into account 
the proposed plant expansion that is necessitated by the launch of the new LNG business. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Please see the response to Exhibit B.CME.5 a). 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Is it KPMG’s expert opinion that allocating costs after taking into account the proposed plant 
expansion is a more reasonable apportionment of costs than allocating costs prior to the 
consideration of the proposed plant expansion? 
 

Response: 
 
This response was prepared by KPMG. 
 
KPMG’s mandate was to develop an approach to allocating 2013 Board Approved costs for the 
Hagar facility amongst the functions of liquefaction, storage and vapourization.  The objective of 
this allocation was to support Union’s development of an interruptible liquefaction service rate. 

It was not within KPMG’s scope of work to determine an appropriate approach to allocating the 
costs associated with new activities and assets introduced to support the LNG dispensing 
business.  Given our scope of work, we have therefore not examined approaches to allocating 
these costs in detail.  Our opinion on the appropriate approach to allocating such costs will 
depend on the purpose of the cost allocation exercise and on the relationship of LNG dispensing 
activities to existing Hagar operations as represented by 2013 Board Approved costs. 

Although approaches to allocating the costs associated with LNG dispensing were not within our 
scope of work, we can offer some observations.  These are summarized below.   

A notable feature of the approach proposed by Crowe Soberman is that the proportion of existing 
common costs allocated to storage and vapourization will vary with changes in the capital costs 
of the incremental facilities added solely to service the new LNG dispensing business.  As these 
new facilities do not affect the nature of existing operations, this outcome appears at odds with 
the desire for a stable and defensible approach for allocating the costs of the existing Hagar 
operations among functions.   



                                                                                   Filed: 2014-08-12 
                                                                                  EB-2014-0012 
                                                                                  Exhibit B.Northeast.85
 Page 2 of 2 
                                                                                           
 
Another feature of the Crowe Soberman method that can result in distorted outcomes is that it 
uses net asset value as the way to assign weights to business lines with widely different asset 
ages.  This results in a large and likely disproportionate weight being given to the LNG 
dispensing business since its assets are new and hence will have limited accumulated 
amortization.  The existing integrated Hagar plant, in contrast, is much older and hence has a 
much lower relative net book value.  The resulting high weighting given to the LNG business in 
no way reflects the relative operational significance of the different processes.  The use of net 
book value as a method of weighting the shares of functions within the existing Hagar facility 
was reasonable because this plant was built on an integrated basis many years ago.  Although 
newer individual assets have been added over time, they are not disproportionately associated 
with one function versus another.   

In light of the above considerations, the approach proposed by Crowe Soberman is not 
appropriate in the circumstances. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Under the cost allocation approach adopted by Union Gas and KPMG, it appears that the new 
LNG business is being effectively cross-subsidized and existing natural gas customers are failing 
to share fully in the benefits of the efficiencies arising from the plant expansion.  Please 
comment. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
Union does not agree that its cost allocation and rate design proposal results in the new LNG 
business being cross-subsidized.   

The proposed rate design for Rate L1 provides a contribution towards the recovery of existing 
2013 Board-approved Hagar costs and recovers all incremental costs associated with the project.  
This rate design is appropriate in the absence of a cost of service proceeding and is consistent 
with other services developed during Union’s 2008-2012 IRM term, such as the rate design for 
the C1 Dawn to Dawn-TCPL firm transportation rate approved by the Board in EB-2010-0207. 
 
The service will also result in better utilization of Hagar.  This better utilization will benefit 
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Union’s existing customers over the 2014-2018 IRM term by contributing to regulated earnings 
subject to sharing.  On rebasing, the revenue from these services will form part of regulated 
revenue for ratemaking, which should reduce rates for existing customers. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please provide the revenue requirement for the LNG business on a cost allocation basis that takes 
into account the proposed plant expansion. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Please see the response to Exhibit B.CME.5 a). 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please provide the revenue requirement for the new LNG business in a scenario where there is no 
one time per annum recycling of LNG inventory of 648,000 GJ. 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union would not adjust the revenue requirement allocated to the proposed liquefaction service to 
account for a system integrity event that requires the cycling of the LNG tank.   
 
The variable costs for system integrity would change depending on the system integrity cycling 
assumptions; however, these costs are directly assigned to system integrity and would not impact 
the Rate L1 contribution to the recovery of existing costs or revenue requirement. 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please provide all underlying assumptions to support the projection of assumed capacity of 3,186 
GJ per day. 
 

Response:  
 
Union assumed a liquefaction capacity of 3 mmcf. The 3 mmcf represents the design of the 
Hagar plant. For evidence purposes, Union converted the 3 mmcf to GJ using a heat value of 
37.51 (2013 Board-approved Union North heat value), as shown below: 
 

3 mmcf X 28.31685 103m3 X 37.51 = 3,186 GJ 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
What percentage of storage costs did Union Gas and/or KPMG allocate to the new LNG 
business? 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union allocated 1.1% of the total Hagar storage costs to the Rate L1 liquefaction service.  This 
allocation is based on Union’s forecast that liquefaction customers will utilize up to 7,000 GJ of 
Union’s total Hagar storage capacity of 648,000 GJ.     
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
As the existing gross plant is valued at $22.8 million, of which $8.2 million is assigned to pre-
expansion liquefaction (see Appendix A of the Crowe Soberman Report), and as the proposed 
expansion reflects further capital investment of $8.7 million, please state whether it is reasonable 
to suggest that the incremental capital costs alone to provide the L1 service represents 
approximately 28% of the total post-expansion gross plant (before considering the use of the 
existing liquefaction facility by the new business). 
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Yes. It is reasonable to state that the capital investment of $8.7 million represents 28% of the 
total Hagar gross plant post-expansion ($8.7 million / ($8.7million + $22.8 million)). 
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Please comment on whether the ex-post method proposed by Crowe Soberman, which yields the 
L1 rate of $8.894/GJ, would apportion costs for the new expanded operation in a more  equitable 
manner, and prevents existing natural gas customers from effectively subsidizing L1 customers.  
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
As described in response to Exhibit B.Northeast.82, Union does not agree that it is more 
reasonable to allocate costs (or plant) which cannot be directly assigned after the proposed 
expansion. 
 
Union also does not agree that existing natural gas customers are subsidizing Rate L1 customers.  
Rate L1 is providing a contribution towards the recovery of existing costs and is recovering all 
incremental costs associated with providing the proposed liquefaction service.  
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UNION GAS LIMITED 
 

 Answer to Interrogatory from  
Northeast Midstream LP 

 
Reference: Exhibit A, Tab 2; Exhibit A Tab 2, Schedules 1-6 and Exhibit A, Tab 2,   
  Attachment A 
 
  Northeast Midstream retained Crowe Soberman to analyse the applicant’s cost  
  allocation and rate design as set out in the above noted Exhibits. Crowe Soberman 
  prepared a report dated July 17, 2014 (the “Crowe Soberman Report”).  The  
  following interrogatories are based upon the Crowe Soberman Report and where  
  indicated refer to the Crowe Soberman Report.  The Crowe Soberman report is  
  attached as Schedule 1 to Northeast Midstream’s interrogatories. 
 
Assuming it is reasonable that 20% of the storage cost should be allocated to LNG commercial 
customers and the ex-post method for cost allocation is equitable for existing customers, do you 
agree that the revised calculation for the L1 rate is $10.642/GJ as set out in Appendix F of the 
Crowe Soberman Report.  
 

Response: 
 
The Crowe Soberman Report (dated July 17, 2014) attached as a schedule to the Northeast 
Midstream interrogatories and referenced in various interrogatories has not been submitted as 
evidence in this proceeding and remains untested as to its assertions or conclusions.  As such, 
responses given by the applicant in respect of the interrogatories referencing the report should 
not be taken as an acceptance of the report as evidence in this proceeding or of the degree to 
which the report should be relied upon.  The responses are given without prejudice to Union's 
right to object to or make submissions at a later time as to whether the report' admissible or 
whether it is authoritative. 
 
Union does not agree with the revised calculation for Rate L1 as set out in Appendix F.   
 
As described in the response to Exhibit B.Northeast.79 and Exhibit B.Northeast.80, it is not 
reasonable to assume system integrity liquefaction capacity of 425,000 GJ or to allocate 20% of 
the storage costs to Rate L1.   
 
Further, as described in the response to Exhibit B.Northeast.82, Union does not agree it is more 
reasonable to allocate costs (or plant) which cannot be directly assigned after the proposed 
expansion, as presented in Appendix F.  
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