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Pipeline.

There are three fundamental issues with the Alternative Proposal, which are discussed in more

detail later in this evidence:

1. The Alternative Proposal would disconnect the Burlington Oakville System from Dawn,
thus eliminating the benefits of the integrated Dawn Parkway System and the strategic
Dawn Hub.

2. The Alternative Proposal does not align with Union’s Gas Supply Planning Principles as
it:

a. would move up to 77% of Union’s upstream transportation and supply portfolio
away from Dawn, the number one market hub in the Great Lakes region, and
would force Union to rely on Niagara, which is the least liquid point in Union’s
current supply portfolio;

b. cannot be operationalized without using additional assets, which when those costs
are incorporated, make the Alternative Proposal more expensive, not less
expensive, than the proposed Burlington Oakville Pipeline; and,

c. would decrease the diversity and security of Union’s upstream transportation and
supply portfolio.

3. The Alternative Proposal omits the $8.25 million annual cost of a contract with
TransCanada for 135 TJ/d of Kirkwall to the Amended Union CDA transportation

capacity (“Kirkwall Contract”) to serve an area adjacent, but not attached, to the

* EB-2014-0182 Technical Conference transcript, May 21, 2015, pp. 6-8
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Burlington Oakville System.

The notion of using third party services, rather than Union’s own facilities, is also counter to the
trend that Union has been following elsewhere on its system. Union has been working to move
Union South delivery obligations to Dawn, a change which has been requested repeatedly by
Union’s customers. The Alternative Proposal, including contracting up to 77% of the upstream
supply portfolio at a single point, would require the reinstatement of vertical slice and/or
obligated deliveries at the Union CDA or Niagara. It is not equitable to require only sales service
customers to purchase such a large portion of supplies at Niagara to support all customers’
needs.® The Alternative Proposal runs counter to what Union’s customers actually want and what

was the result of the settlement regarding the elimination of the Parkway Delivery Obligation.®

In addition, both OGVG/FRPO and CME filed submissions in EB-2014-0289 (2014 Natural Gas
Market Review) which included comments on the Dawn Reference Price. In its submission
(dated January 16, 2015), OGVG/FRPO identified the merits of a Dawn Reference Price.
Although CME said there was not enough information presented to provide a position, CME did

agree that OGVG/FRPO made a persuasive case for changing the reference price location to

> The Alternate Proposal is similar to Union disconnecting the Windsor/Leamington market from Dawn and
requiring those customers to provide gas at Ojibway (Union’s interconnection point with Panhandle Eastern Pipeline
in Windsor).

® The Parkway Delivery Obligation has been the subject of numerous contentious regulatory proceedings. In 2014,
after lengthy discussions, Union and intervenors agreed to a process that will result in the elimination of the
Parkway Delivery Obligation. The agreement was filed on June 3, 2014 and approved by the Board as part of EB-
2013-0365 (Union’s 2014 Rates proceeding) in a decision issued June 16, 2014.

" FRPO - Federation of Rental-housing Providers of Ontario
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Figure 3-2
January 2015 South Portfolio
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Figure 3-3 below demonstrates how the current Union South upstream transportation portfolio
would look if 276 TJ/d of supply was contracted at Niagara. In order to do so, Union would
have to reduce or terminate transportation capacity contracted with most of the upstream
pipelines that currently serve the Union South sales service portfolio leaving only 23% of the

Union South portfolio contracted outside of Niagara.
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Figure 3-3
Projected Portfolio as per the Alternative Proposal
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OGVG/CME state that the Alternative Proposal will allow Union to “encourage new sources of
supply as well as new infrastructure to Union's service territory”*. This assertion is somewhat
misleading as infrastructure exists to and from Niagara and it is a source of supply today for
Union and its customers. Union currently contracts for 21 TJ/d of upstream transportation

capacity from Niagara to Kirkwall.

In their interrogatory response, OGVG/CME asserts that Union should apply for pre-approval of
the new Niagara contract(s) that would result from the Alternative Proposal*®. Union had
previously applied for pre-approval of the 21 TJ/d long term TransCanada contract in 2010 (EB-

2010-0300). In that proceeding, the Board ruled that this path is not considered new

¥ OGVG/CME Alternative Proposal, p. 6, paragraph 16
9 OGVG/CME response to Board Staff interrogatory 5 a)
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (*SEC”)

Reference: Exhibit C, pp.17-18

Union states that the Alternative Proposal would move up to 77% of Union’s upstream
transportation and supply portfolio away from Dawn.

a) If the proposed facilities are approved, what percentage of Union’s forecasted upstream
transportation and supply portfolio would not be connected to Dawn in 2016 and 2035?

b) In the Alternative Proposal, what percentage of Union’s forecast upstream transportation and
supply portfolio would not be connected to Dawn in 2016, and 2035?

Response:

a) If Union’s proposed facilities are approved and in service for November 1, 2016, 100% of the
Union South portfolio would be connected to Dawn (and Union’s storage) either directly or
via Union’s transmission systems. This includes Union’s Niagara to Kirkwall transportation
contract which connects to Dawn through the Dawn Parkway System. Union does not have
forecast information out to 2035.

b) For the Alternative Proposal, Figure 3-3 on page 18 of Exhibit C illustrates that for 2016, 77%
of the Union South portfolio would be sourced from Niagara which, as explained in Exhibit
C, would be disconnected from Union’s storage and transmission system, including the Dawn
Hub. The Alternative Proposal suggests using a Niagara to Union CDA transportation service
that would not connect to the Dawn Parkway System. Therefore only 23% of the Union
South supply would be connected to Dawn (and Union’s storage). Union does not have
forecast information out to 2035.
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Measures of Liquidity at Niagara and Dawn

Platts Average Daily Traded Volumes (GJ/day)

2012-2014
2012 2013 2014
Average
Dawn Hub 686,156 | 661,101 | 665,151 670,803
Niagara 10,238 <1 3 3,414

(Source: Platts, May 28™ 2015)

Average Number of Daily Transactions
2012-2014
2012 2013 | 2014
Average
Dawn Hub 66 60 68 65
Niagara <1 <1 <1 <1

(Source: NGI, May 28™ 2015)
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at Niagara (on average 65 at Dawn vs. less than 1 at Niagara).
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Figure 3-1 demonstrates that Niagara is far less liquid than the Dawn Hub. From Figure 3-1, it is
clear that daily transacted quantities are far greater at Dawn than Niagara (670,803 GJ/d vs.

3,414 GJ/d, respectively): As well, the number of daily transactions at Dawn are far greater than

Since Union began purchasing supplies at Niagara in 2012, an average of only three parties have
responded to each Request For Proposal that Union has issued. The lack of counterparties, and

liquidity, at Niagara becomes an even larger issue as the quantity being purchased increases.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  Union’s Reply Evidence, Exhibit C /page 2/ lines 14-18
In the event that the Burlington-Oakville project is not approved, what would be the

implications, financial or otherwise of Union’s proposed plan to contract for capacity on the
NEXUS pipeline?

Response:

The need for the proposed Burlington Oakville Pipeline is independent of Union’s plan to
contract for capacity on the NEXUS pipeline. As stated at Exhibit C, page 2, lines 11-12,
“...supply is not the issue that Union is addressing through the proposed Burlington Oakville
Pipeline.” The proposed Burlington Oakville Pipeline is simply a reinforcement of the high
pressure distribution system that is currently being served in part through contracted third party
services and that serves a rapidly growing market.

As noted at Exhibit A, Tab 7, page 16, the proposed Burlington Oakville Pipeline provides the
required capacity to meet the long term design day demands of the Burlington Oakville System
at the lowest cost to Union’s ratepayers.
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Figure 5-1
Union’s Adjustments to the Alternative Proposal

Operational Issues with Alternative
Proposal

Union’s Variation of the Alternative
Proposal

The Alternative Proposal would disconnect
the Burlington Oakville System from Dawn.
To properly serve the heat sensitive
Burlington Oakville System and avoid the
need to purchase variable supply, access to
Dawn storage is required.

Include both Union and TransCanada firm
transportation assets that would be required
for the Niagara supply to have access to
Dawn.

The Alternative Proposal over-supplies the
Burlington Oakville System. A more
appropriate way to operationalize the
Alternative Proposal is to buy the average
day amount rather than the design day
amount.

Reduce volumes contracted at Niagara to
the average day requirements of the
Burlington Oakville System and use assets
to connect the Burlington Oakville System
to Dawn. This is the way Union currently
buys supply and is the way other bundled
direct purchase customers (i.e. greenhouses
and manufacturing plants) procure their gas.

The Alternative Proposal omits the $8.25
million annual cost of the Kirkwall Contract.

Include $8.25 million annual cost of the
Kirkwall Contract into the economic
evaluation of the Alternative Proposal.

The Alternative Proposal suggests that
Union should no longer use the 54 TJ/d of
capacity that is provided by the existing
NPS 8 Milton Line and the NPS 12 Parkway
Line between the Dawn Parkway System
and Burlington Oakville System. If Union
were to no longer flow gas from the Dawn
Parkway System into those pipelines as
suggested by the Alternative Proposal, the
operating pressure of the NPS 8 Milton Line
would decrease resulting in the loss of
approximately 1/3 of its original capacity.
Since the NPS 8 Milton Line serves a
growth area on Union’s system, decreasing
capacity does not make sense.

Use the NPS 8 Milton Line and NPS 12
Parkway Line to flow 54 TJ/d from the
Dawn Parkway System into the Burlington
Oakville System.

The Alternative Proposal assumes that
quantities greater than 200 TJ/d can be

Use Kirkwall to Parkway path to evaluate
the Alternative Proposal.
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shipped from Niagara to Parkway using the
Domestic Line. TransCanada has confirmed
that 200 TJ/d is the maximum capacity and
that incremental capacity requests would use
the Kirkwall to Parkway path.

As mentioned previously, Union contracts for its Union South upstream transportation capacity
based on average day demands, similar to other bundled direct purchase customers. Daily and

seasonal demand swings are managed by using Dawn storage. To explain the scenario described
in Figure 5-3, the following assumptions in Figure 5-2 are based on Burlington Oakville System

demands forecasted in 2035:%

Figure 5-2
Assumptions for Operationalizing the Alternative Proposal
(Forecasted in 2035)

Design Day Demand 276 TJ/d
Annual Average Demand 94 TJMd
Minimum Summer Demand 28 TJd

Under this scenario, Union would contract 94 TJ/d of TransCanada Niagara to Kirkwall
transportation capacity to meet the average day demands of the Burlington Oakville System.
Contracting the capacity to Kirkwall will get the gas into the Dawn Parkway System and allow
Union to leverage the integrated assets at Dawn. Union would use the Niagara to Kirkwall

transportation capacity at 100% load factor throughout the year. Union would then require firm

%" For the purpose of this comparison, the annual average demand was estimated as 34% of design day demand,
while the minimum summer demand was estimated as 10% of design day demand.
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Figure 5-3
Operationalized Alternative Proposal (2035)

Transportation Diagram

Costs
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Operationalized Alternative Proposal

($ millions)

94 TJ/d Niagara to Kirkwall (TCPL) 7.7
276 TJ/d Kirkwall to Parkway (Union) 14
66 TJ/d Kirkwall to Dawn (Union) 0.9
182 TJ/d Dawn to Kirkwall (Union) 4.8
222 TJ/d Parkway to Union CDA 12.7
(TCPL)

135 TJ/d Kirkwall to Union CDA 8.3
(TCPL)

Total Annual Cost* 35.7

When all costs are considered, this variation to the Alternative Proposal results in annual costs

$9.7 million higher than the proposed Burlington Oakville Pipeline ($35.7 million - $26.04

million = $9.7 million).

# Total Annual Cost is the same if 182 TJ/d of Dawn to Parkway capacity and 94 TJ/d of Kirkwall to Parkway
capacity is held (same cost as segmented capacity in the diagram).
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Figure 5-4
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As demonstrated in Figure 5-4, the annual cost of the Burlington Oakville Pipeline is less than

the annual cost of the operationalized Alternative Proposal in all years.

In the unlikely event that TransCanada does not require Union to hold the Kirkwall Contract if

the proposed Burlington Oakville Pipeline is not approved, Union has also provided Figure 5-5

below. This figure provides a conservative comparison between the proposed Burlington

Oakville Pipeline and the operationalized Alternative Proposal without the Kirkwall Contract.

(see section 4).
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Figure 5-5

Annual Costs
Burlington Oakuville Pipeline vs.
Operationalized Alternative Proposal (without Kirkwall Contract)
($ 000's)
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Although the annual cost of the proposed Burlington Oakville Pipeline is higher than the
Alternative Proposal in 2016, the annual cost of the proposed Burlington Oakville Pipeline
becomes less starting in 2029 as the revenue requirement of the pipeline continues to decrease
and the amount of transportation services increase with design day growth. The difference
between the annual cost of the proposed Burlington Oakville Pipeline and the operationalized

Alternative Proposal (without the Kirkwall Contract) continues to grow to 2035.
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June 19, 2015
EB-2014-0182 - Responses to CME and OGVG Questions

Page 1 of 2
Questions for TCPL.:
1) If Union seeks a new FT contract from Niagara to ECDA totalling 276 TJ/day:

a) Please confirm that TCPL will not need to build any new pipeline or compression
facilities between Niagara and ECDA to provide the new FT service

Response: Confirmed. The Settlement Agreement recognized that 200 TJ/d of
transportation capacity would be offered to the market on the path from Niagara to
Enbridge Parkway CDA using TransCanada’s Domestic Line. Enbridge successfully bid
on this capacity in TransCanada’s 2015 new capacity open season. The facilities required
to provide this service were the subject of the recently approved Greater Golden
Horseshoe Project and included modifications to facilities between Niagara/Chippawa
and Parkway on TransCanada’s Domestic Line. No further capacity is available on this
path from TransCanada using the Domestic Line without facility expansion. Any
additional capacity required on this path would flow from Niagara to Kirkwall to
Parkway to Union ECDA.

b) Please provide a high level cost estimate for modifications required to provide the
new FT service.

Response: With the work that is currently being done by Union and TCPL at the new
Parkway West site, no additional cost would be incurred to flow 276 Tj/day on the
Niagara to Kirkwall to Parkway to Union ECDA path.

c) If the estimated costs are significant, how much of the 276 TJ/day could be
provided without any significant costs?

Response: There is no expected capital cost (see b) to flow additional volumes on the
Niagara to Kirkwall to Parkway to Union ECDA path. TransCanada’s toll is the same
from Niagara/Chippawa to Union ECDA whether using: i) the TransCanada Domestic
Line from Niagara/Chippawa to Union ECDA; or ii) using the path from
Niagara/Chippawa to Kirkwall on TransCanada, Kirkwall to Parkway on Union’s Dawn
Parkway System and then Parkway to Union ECDA on TransCanada.

2) Will TCPL be able to provide the new FT contract beginning November 1, 2016?

Response: Provided Union can provide the incremental Kirkwall to Parkway capacity,
TCPL can provide the service effective Nov 1, 2016 on the Niagara/Kirkwall/
Parkway/ECDA path. Union will be using the Kirkwall to Parkway path (as part of the
Dawn to Parkway path) as described in Union’s application. To the extent that Union
does not build the Burlington to Oakville pipeline, capacity would be available on Nov 1,
2016 for others.
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June 19, 2015
EB-2014-0182 - Responses to CME and OGVG Questions

Page 2 of 2
3) If TCPL is unable to provide the new FT contract beginning November 1, 2016:
a) Please provide the earliest date the new FT contract can begin
Response: See response to 2) above.

b) Please confirm that a temporary bridging mechanism can be discussed between
TCPL and Union for the period between November 1, 2016 and the earliest date the
new FT contract can begin.

Response: See response to 2) above.
4) Please provide the MAOP of the Domestic Line between MLV 209 and MLV 207.

Response: The MOP of the Domestic Line between MLV 209 and MLV 207 is 4480
kPag (650 psig).
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Filed: 2015-08-27
EB-2014-0182
Exhibit D.FRPO.10

Page 1 of 1

UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPO™)

Reference:  page 29, Figure 5-5

a) Please provide all of the assumptions and costs that went into this depiction of the
comparative assessment.

b) Using the data from the May 2015 Transportation Contracting Analysis (from EB-2015-
0166), please provide the respective annual costs for gas supply of 150 TJ/day sourced at
Niagara vs. via Nexus

1) for the first five years starting in 2017
ii) the average annual cost over the 20 years starting in 2017

Response:

a) Please see Attachments 1, 2 and 3.

Attachment 1 — Burlington Oakville Pipeline Annual Revenue Requirements

Attachment 2 — Calculation of Costs (Burlington Oakville Pipeline) — Alternative
Proposal Adjusted for Operations

Attachment 3 — Comparison of Proposed Project (Build) vs. Alternative Proposal

The TransCanada tolls used are the Settlement tolls effective January 1, 2015. This is the
same data used by Ms. Aggie Cheung for the Alternative Proposal.

Noted below are the line numbers of Attachment 3 that the charts were created from.

Data for Figure 5-4 Data for Figure 5-5
Union Build Line 4 Line 13
Alternative Proposal Line 11 Line 17

b) The information requested is not relevant to EB-2014-0182. The proposed Burlington
Oakville Pipeline is independent of Union's proposed NEXUS contract and the May 2015
Transportation Contracting Analysis (EB-2015-0166). The annual costs for gas supply at
Niagara versus NEXUS is not relevant to meeting the design day demands of the Burlington
Oakville System and are not relevant to any commercial alternatives evaluated by Union.
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