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INTRODUCTION

These are the submissions of CME with respect to Union’s proposal to expand the
Panhandle System by replacing approximately 40 kilometres of NPS 16 pipeline with

NPS 36 pipeline Dawn to the Dover Transmission Station (the “Proposed Expansion”).

The Proposed Expansion comes at a time when manufacturers throughout Ontario are
facing dramatic increases in their energy costs. Union’s 2017 Cap and Trade Compliance

Plan (“Compliance Plan”), filed as EB-2016-0296, confirms that in 2017:

(a) Rate increases for Union North customers in Rate 20, Rate 25 and Rate 100 will
range from 122.3% to 381.7% on delivery charges which translates into 14.4% to

18.1% in Total Bill Impacts'; and,

(b) Rate increases for Union South customers in Rate M5, Rate M7, Rate M9, Rate
M10 and Rate T1 will range from 49.4% and 177.9% on delivery charges which

translates into 14.9% and 19% Total Bill Impacts.”

While CME acknowledges that the cost impacts set out in Union’s Compliance Plan are
not the subject of this Application, these increases set the context within which Union’s

customers now operate.

While the rate increases resulting from the Proposal are relatively small, they
nevertheless represent another layer of incremental costs. In the current context, the level
of sensitivity associated with any additional incremental cost increase cannot be

understated.

1
2

EB-2016-0296, Exhibit 7, Schedule 7.
EB-2016-0296, Exhibit 7, Schedule 7.
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II.

CME urges the Board to keep in mind these cap and trade related cost pressures when

balancing the need to expand the Panhandle System with the resulting costs.
ARE THE PROPOSED FACILITIES NEEDED?

CME’s members who operate within the Panhandle System are very concerned by
Union’s assertion that, absent the Proposed Expansion, it will no longer be able to meet
all firm service requests effective November 1, 2017.2 This would have a significant
negative impact on some of CME’s members who would be precluded from expanding
existing operations within the Panhandle System area or from entering the Panhandle

System market area.

As a matter of regulatory principle, CME supports rational expansion when there is a
legitimate need. This approach is consistent with the Board’s objectives in relation to gas
as set out in the Ontario Energy Board Act, 1998 (“OEB Act”). Specifically, section 2(3)
of the OEB Act establishes that one of the objectives of the Board in carrying out its
responsibilities in relation to gas is “to facilitate rational expansion of transmission and

distribution systems”.

In order to determine whether a proposed pipeline is, or is not, a “rational” expansion all
alternatives must be considered. We submit that this necessarily includes conducting a

thorough assessment of the technical and economic feasibility of “no-build” alternatives.

In this regard, CME points to the work undertaken by the Association of Power
Producers of Ontario (“APPrO”), the Federation of Rental-housing Providers of Ontario

(“FRPO”) and the Industrial Gas Users Association (“IGUA”) who have, collectively,

Transcript Volume 1, p.40.
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10.

11.

12.

111

13.

14.

raised serious questions about whether the Panhandle System needs to be expanded at

this time in order to meet firm service requests beyond November 1, 2017.

CME urges the Board to weigh the evidence presented by Union against the alternative
scenarios advanced by APPrO, FRPO and IGUA. If the Board determines that the
Proposed Expansion will not be required to meet firm system requests beyond
November 1, 2017, then leave requested by Union should either not be granted or should

be deferred.

Even if the Proposed Expansion is only deferred for a short period of time, to the extent
that it can be done without jeopardizing Union’s ability to meet all firm service requests
beyond November 1, 2017, during this time of dramatic cost increases, ratepayers would

benefit.

If, on the other hand, the Board accepts Union’s evidence that, absent the Proposed
Expansion, it will be unable to meet all firm service requests in the Panhandle System

beyond November 1, 2017, CME submits that Union’s application should be granted.

UNION’S REQUEST FOR 20 YEAR DEPRECIATION SHOULD BE REJECTED

The use of Board-approved depreciation rates for this infrastructure project would result
in a depreciation period of approximately 50 years. Union has requested that the 50 year
depreciation period be reduced to 20 years. In CME’s submission, this request should be

rejected by the Board.

Union’s rationale for the proposed reduction of the depreciation period is summarized at

paragraph 55 of its Argument-in-chief as follows:
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15.

16.

17.

18.

The uncertainty created by Cap and Trade and the CCAP has driven the need for
Union to calculate the revenue requirement and resulting rate impacts based on
an estimated 20-year useful life of the Project assets rather than the weighted
average useful life of approximately 50 years based on Board-approved
depreciation rates. Depreciating the asset over a 20-year useful life better aligns
the cost with the timing of the reported restrictions and potential elimination of
natural gas heating in homes and businesses.

Board Staff Interrogatory No. 4 confirms that the long-term risk identified by Union is
directly related to the Ontario government’s Climate Change Action Plan (“CCAP”)
which Union believes creates uncertainty with respect to the demand for natural gas over

the long term.

Union acknowledges that it believes that the uncertainty identified for CCAP would
apply to all of Union’s assets, and not just those relating to the proposed Panhandle
Application. In this regard, Union confirmed that the purpose of the depreciation study
for the 2019 Test Year Rebasing Application would be to look at the whole system in

light of climate change developments. 4

Moreover, Union confirmed that if the Board is of the view that it would benefit from an
independent depreciation study, the first opportunity that Union would have to file such a
study would be 2019 Test Year Rebasing Application.’ In our submission, making a

change from 50 years to 20 years warrants an independent depreciation study.

With respect to the rate impact of changing depreciation from 50 years to 20 years, the
annual expense would increase from approximately $180 M per year to $340 M per year.

This translates into an average rate increase of about 16%.°

4

6

Transcript Volume 1, p.42.
Transcript Volume 1, p.135.
APPrO Interrogatory No. 7 and Transcript Volume 1, p.135.
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19. The 16% increase for Panhandle is being proposed by Union at a time when customers
are already facing incredible rate increases as a direct result of the Cap and Trade
Program. Union’s Compliance Plan confirms that for Union North customers in Rate 20,
Rate 25 and Rate 100 the increases range between 122.3% and 381.7% on delivery
charges which translate into 14.4% to 18.1% on the Total Bill Impact. For customers in
Union South in Rate M5, Rate M7, Rate M9, Rate M10 and Rate T1 the increases range
between 49.4% and 177.9% on delivery charges which translates into Total Bill Impacts

ranging between 14.9% and 19%.

20.  Union’s request to layer onto these increases the resulting 16% rate increase because of
changing the depreciation period from 50 years to 20 years significantly exacerbates the

challenges faced by manufacturers in the province of Ontario. It should be rejected at this

time.
IV. COSTS
21.  CME requests that it be awarded 100% of its reasonably incurred costs in connection

with this matter.

ALL OF WHICH IS RESPECTFULLY SUBMI\TTED this 14™ day of December, 2016.
) "\/’/ﬁ

Vincent J. DeRose
Emma Blanchard

Counsel for CME

OTTOL: 7998759: v2
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UNION GAS LIMITED
il

Proposed - EB-2016-0296 Proposed - EB-2016-0296

Proponed Extluding Customer-Relalsd GHE Obligalian Including Customer-Reloted GHG Obligalion (2
Tolal Tolal - Tolal Bill il otal olal Bl Bill
Bill Unit Rate Bl Unlt Rate Change Impact Blll Unit Rate Change Impaci
Farllsulars ($) cantsim O] {eantsim’) (8} %) (8) {contsim?’) (%) [0}
(@) ) © i ie) = (c-a) 1) = (aia) @ (h 1) = {g-2) (j) = (va)

Smull Rats 01

Dellvery Charges 452 205614 453 206123 1.12 0.2% 526 23,9305 74,12 16.4%

Gas Supply Charges 468 211873 466 211873 - 00% 466 21.1673 - 0.0%
Total Bl 918 17267 919 41.7796 1.12 0.1% 45,0077 74.12 8.1%
Sales Service impact 01% 74.12 8.1%
Bundled-T (Direct Purchase) Impacl 0.2% 74,12 11.2%

Small Rate 10

Delivery Charges 4,807 8.0111 4,829 8.0489 23 0.5% 6,820 11.3670 2,014 41.8%

Gas Supply Charges 11.382 16,9865 11,382 16.9865 - 0.0% 11,382 18.88685 - 0.0%
Tolal Bl 16,198 __ Zhoarh 18,221 27 a5 23 0.1% 9,212 303535 2,014 17 4%
Sales Service Impact 23 0.1% 2,014 12.4%
Bundled-T (Direct Purchase) Impact 23 0.2% 2,014 21.6%

Large Rale 10

Delivery Charges 15,828 6.3313 15,923 6.3691 86 0.6% 24,218 9.6872 8,390 53.0%

Gas Supply Charges a7 408 18 9865 A7 488 18,8865 - 0.0% AT 468 18,6886 - 0.0%
Total BIIl EE,RBB 252178 63,388 25,36 95 0.1% 71,684 286737 8,300 13.3%
Sales Service Impacl 95 01% 8,390 13.3%
Bundled-T (Direct Purchass) Impact 85 0.3% 8,390 24.4%

Si al

Delivery Charges 76,663 25221 75,809 25303 248 0.3% 175.452 5.8484 990,789 131.9%

Gas Supply Charges A7E 202 15.8764 478,282 15.8764 - R 476,282 158764 £ 0.0%
Tolal Bill 551,050 1838856 552 202 18 4067 246 0.0% B61.745 217248 98,789 18 156
Sales Service Impacl 246 0.0% 99,789 18.1%
Bundled-T (Direct Purchase) Impacl 246 0.1% 90,789 46.9%

Large Rate 20

Delivery Charges 294,134 19609 205,364 1.9691 1,230 0.4% 793,079 5.2872 498,945 169.8%

Gas Supply Charges 2,283,610 152241 2,283,610 152241 - 0.0% 2,283,610 15.2241 . 0.0%
Total BII 2,677,744 17,1850 2,578,974 17,1932 1,230 0.0% 3,076,680 206113 498,545 19.4%
Sales Service Impact 1,230 0.0% 498,945 19.4%
Bundled-T (Direcl Purchass) Impact 1,230 0.1% 408,045 56 6%

Average Hate 25

Delivery Charges 61,764 27149 61,803 27166 a8 01% 137,209 6.0347 75,525 122.3%

Gas Supply Charges 233,771 12.9130 283,771 12.8130 - 0.0% 2837711 12,9120 - . 0.0%:
Total Bilt 355,635 156279 356,673 16 BZ8B 39 0.0% 431,060 18.9477 75,525 212%
Sales Service Impact 39 00% 75,625 21.2%
T-Service (Direcl Purchase) Impact 39 01% 76,525 122.3%

Il R

Delivery Charges 257,308 09530 257,416 09534 108 00% 1,153,303 4,276 895,995 348 2%

Gas Supply Charges 5,049,840 22,0368 5,048,840 22 0368 - 0.0% 5,948,940 22 0368 . 0.0%
Tolat Bill 5.20?.247 27 BGA 6,20 355 229802 108 0.0% 7,100,242 263083 895,995 14 4%
Sales Service Impacl 108 0.0% 895,995 14.4%
T-Service (Dlrect Purchase) Impacl 108 00% 895,995 348.2%

Large Rate 100

Delivery Charges 2,086,720 08695 2,087,680 08609 060 0.0% 10,081,120 4.1880 7,964,400 381.7%

Gas Supply Charges 51,762,058 215675 61,762,006 21.5675 - 0.0% 51,162,008 21,6875 . 0.0%
Tolal Bill 53,48, 750 224370 53,649,716 224374 960 00% @1813,1608 25,7655 7,864,400 140%
Sales Service Impacl 960 0.0% 7,964,400 14 8%
T-Service (Direct Purchase) Impact 960 0.0% 7.984.400 381 7%

Rates filing (EB-2016.
laled

-0245), Appendix A
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Notes
(1) Reflects proposed raies per 2017
(2) Blllimpacts including cusl
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Eapg 2003
UNION GAS LIMITED
Calodlation of Sajes Gervice and [Hrect Purghase Bl impacts tor Typlcal Small and Large Gustomars - Linfn Soully
EB-2016-0245 (1) Proposed - EB-2016-0296 Proposed - EB-2016-0296
Proposed Excluding Customar-Related GHEG Gbligation Ineluding Gustomar-Related GHG Obligation (2)
Total Tolal Total Bifl Eal Tolal Total Bill Bill
Bill Unil Rate Bill Unil Rate Change Impact Bll Unit Rale Change Impact
) :can!sfmjg (8 u:enmm"} 15) (%) ($) gcanln.’m’] ﬁ;'s%
(a) (b) (c) ] te} = (c-#) if} = fefa) (9) i = {g-a} = (va
367 16 6632 368 16,7068 0.96 0.3% 441 20.0250 73.96 20.2%
347 16.7723 347 167723 - 0.0% 347 167723 . 0.0%
714 32.4355 715 32.4791 0.66 0.1% 788 35.7973 7396 10.4%
0.96 0.1% 73.96 10.4%
096 0.3% 73.96 20 2%
3,983 66384 4,003 66711 20 0.5% 5,994 9.8892 2,011 50.6%
9,464 157729 9,464 15,7729 - 0.0% 9.464 16.7729 - 0.0%
13,447 224113 13,466 Al 20 0.1% 15,457 25.7621 2,011 15.0%
20 0.1% 2,011 15.0%
20 0.5% 2,011 50.5%
13,401 5.3606 13,482 53927 80 086% 21,777 87108 8,376 62.5%
39,432 15.7729 30,432 15,7729 - 0.0% 39,432 15.7729 - 0.0%
52,834 21.1335 52,914 21.1656 80 0.2% 61,208 A ABIT 8,376 15.8%
80 02% 8,376 16.9%
80 0.6% 8,376 62 5%
45,178 §.1632 45,590 52103 412 09% 74,624 85284 29,445 85.2%
138,013 15 7720 138,013 15,7729 - 0.0% 138,013 16,7729 - 0.0%
183,191 209361 183,603 20.9832 412 0.2% 212,637 24.3013 29,445 16.1%
412 02% 29,445 16.1%
412 09% 29,445 65,2%
344,790 28733 349,623 29127 4,732 14% 747,695 62308 402,904 118.9%
1,892,748 167729 1,892,748 15,7720 - 00% 1,892,748 15.772¢8 - 0.0%
2,237,538 10.6462 2,242,271 18.6856 4,732 0.2% 2,640,443 22 0037 402,904 18.0%
4,732 0.2% 402,904 18.0%
4,732 1.4% 402,904 116.9%
32,858 39828 33,137 4.0166 279 0.8% 60,511 73347 27,663 84.2%
130,126 15.7729 130,126 15,7729 . 0.0% 130,126 15,7729 - 0.0%
162,984 19.7567 163,263 19.7895 279 0.2% 180.638 23.1076 27,653 17.0%
279 02% 27,653 17.0%
279 0.8% 27,653 84.2%
188,888 2.9060 191,085 29398 2,197 12% 406,761 62579 217,874 115.3%
1,025,239 16,7729 1,026,238 15,7728 - 0.0% 1,025,238 167729 - 0.0%
214,126 TB.G788 1,216,323 187127 2,197 0.2 1,432,000 217,874 17.9%
2,197 0.2% 217,874 17,9%
2,197 1.2% 217,874 1156.3%
772,183 21460 789,427 21929 17,244 2.2% 1,983,943 §.5110 1,211,760 156.6%
5,678,244 15.7729 5,678,244 15.7729 - 00% 5,678,244 15,7729 = 0.0%
B.AB0, 427 17.9179 6,467,671 17 96568 17,244 0.3% 7.662,187 212838 1,211,760 16 8%
17,244 03% 1,211,760 18.8%
17,244 22% 1,211,760 166.9%
2,897,037 55712 2,921,945 56191 24,908 0.9% 4,647,357 89372 1,750,320 60 4%
8,201,908 16 7729 8,201,908 167729 - 0.0% 8,201,908 157729 - 00%
11,098,945 21 3441 11,123,853 213920 24,908 02% 12,849,265 247101 1,750,320 15.8%
24,908 02% 1,750,320 15.8%
24,908 0.98% 1,760,320 60.4%

Rates filing (EB-2016-0245), Appendix A
lated GHG obligation are licable lo customers for whom Union is required (o fullill cap-and-irade obligations
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EB-2016-0245 (1)

Proposed - EB-2016-0286

Proposed - EB-2016-0296

Proposed Excluding Customer-Related GHG Oblgatian Incluriing Cuslomer-Related GHG Obligatian (2)
Tolat Total Total il =10} Tatal Tolal Bill Bill
Bill Unit Rate Bill Unit Rale Change Impact Bill Unit Rale Change Impact
Parliculars ($) (eenisim’ ($) Wl (8) (i (8) cantum” s 9%
(a) U] () (C] {e) = {o-a) iy = tala) (@ (0] (i) = (g-a) O = (i1a)

Smal Rato MS

Delivery Charges 169,921 2 4449 173,000 24882 3,079 1.8% 403,608 5.8073 233,687 137.5%

Gas Supply Charges 1,008,217 15.7729 1,098,217 16,7729 . 0.0% 1,086,217 157740 . 0.0%
Tolal Bill 1.268,137 162178 1.268.216 18,2621 3.079 0.25% i.lﬁ.a:«i 21 6602 233,687 13.5@
Sales Service Impact 3,079 0.2% 233,607 18.5%
Direct Purchase Impact 3,079 1.8% 233,687 137.5%

Larcs Rate M

Delivery Charges 504,687 25012 513,626 25455 8,939 1.8% 1,183,152 5.8636 678,465 134.4%

Gas Supply Charges 3,182,650 15,7720 3,182 656 15.7728 . D.0% 3,182,655 16,7728 . 0.0%
Total Bill 3.687,943 162741 , 282 18 31854 EREL] 2% 365, 808 216366 570,485 1B.4%
Sales Service Impac! 8,939 02% 678,465 18.4%
Direct Purchase Impacl 8,939 1.8% 678,465 134.4%

1

Delivery Charges 6,437 68119 6,480 68572 43 07% 9616 10.17563 3,178 49.4%

Gas Supply Charges 14,905 16,7724 14,808 15.7720 - 0.0% 14,805 15.7720 ) 0.0%
Tolal Bill 21,343 22 6R4B 21,385 22,6301 43 0.2% 24,521 25 9482 3,178 14.8%
Sales Service Impacl 43 0.2% 3,178 14.9%
Direcl Purchase Impact 43 07% 3,178 49 4%

o T1

Delivery Charges 141,757 1.8808 143,882 1.9090 2,125 1.5% 393,968 5.2271 262,211 177.9%

Gas Supply Charges 1,188,803 157728 1, 188,803 157729 N 0.0% 1,168,803 157728 - 0 0%
Total Bill 1,330,561 17 8537 1,332 B8B 17.6819 2,125 0.2%: 1,582,771 21.0000 252,211 19.0%:
Sales Service impact 2,125 0.2% 252,211 19.0%
Direct Purchase Impact 2,125 1.5% 252,211 177.9%

Average Rate T1

Delivery Charges 217,502 1.8805 220,763 19087 3,262 1.5% 604,533 52268 387,031 177.9%

Gas Supply Charges 1,824,284 16.7728 1,624,284 157728 - 0.0% 1,824,284 15,7724 - 0.0%
Total Bill 2041 7686 17,6544 2,045,047 17 GH16 3,262 0.2% 2428817 209887 387,031 18:0%
Sales Service Impact 3,262 02% 387,031 19.0%
Direcl Purchase Impact 3,262 15% 387,031 177.9%

Large Rate T1

Delivery Charges 482,530 18831 489,756 1.9113 7,226 1.6% 1,339,989 52294 857,459 177.7%

Gas Supply Charges 4,041,661 16,7728 4,041,661 1577210 - 0.0% 4,041,681 16,7728 - 0.0%:
Tolal Bill 4,524,181 17.6560 1.;5‘{.417 17 B4, 7.226 5,381,545 i 857 468 TE.0%
Sales Service Impacl 7,226 02% 857,459 19.0%
Direct Purchase Impacl 7.226 15% 857,459 177.7%

Small Rote T2

Delivery Charges 616,006 1.0396 626,553 10574 10,548 1.7% 2,692,727 4.3755 1,976,721 320.9%

Gas Supply Charges 8,346,390 16.7728 0,346,390 15,7729 - 0.0% 9,346,380 15.7729 - 0.0%
Total Bill 1,562,385 166125 0,972 943 16,8308 10,548 015 11 L1168 201484 1,976,721 18.8%
Snles Service Impact 10,548 01% 1,976,721 19 8%
Direct Purchase Impact 10,548 1.7% 1,976,721 320.9%

Avirage Rate T2

Delivery Charges 1,467,576 0.7420 1,502,783 0.7598 35,207 24% 8,065,648 4.0779 6,598,072 449.6%

Gas Supply Charges 31,187,185 15.7729 31,187,186 157726 e 0.0% 31,197,186 16,7728 s 0.0%
Total Bill 37,664,771 16.5148 32,699,878 16,8327 35,207 Q1% 30,962,843 18.8508 B.508,012 2020
Sales Service Impact 35,207 01% 6,598,072 20.2%
Direct Purchase Impact 35,207 24% 6,590,072 449 6%

Large Rate T2

Delivery Charges 2,418,016 0.6534 2,483,891 06712 65,876 2.7% 14,763,815 3.9893 12,345,799 510.6%

Gas Supply Charges 58,373,788 15,7728 58,173,768 16.7728 . 0.0% 68,373,768 157726 - 0.0%
Total Bil B0, 781,784 16,4283 60,067,660 164441 B9, 878 0% 73,137 582 01622 12,345,199 20.3%
Sales Service Impacl 65,876 01% 12,345,799 20 3%
Direct Purchase impacl 65,876 27% 12,345,799 510.6%

Laras Rato T3

Delivery Charges 5,202,920 19078 5,320,186 19508 117,266 2.3% 14,369,043 526089 9,166,123 176.2%

Gas Supply Charges 43.014,591 \5.7728 43,014,681 16.7728 . 0.0% 43,014,501 16,7728 - 0.0%
Tolal Bill 48,217,511 17 GB07 48,394,777 17.7231 17,260 U2% _B7,03634 210418 0,166,123 T0.0%
Sales Service Impact 117,266 0.2% 9,166,123 19.0%
Direct Purchase Impacl 117,266 23% 9,166,123 176.2%

Noles:
(1) Reflects proposed rates per 2017 Rates filing (EB-2018-02456), Appendix A
(2) Bull impacts including cust: elated GHG obligation are i to cu:

stomers for whom Union is required to fulfill cap-and-irade obligalions



