
 

 
March 31, 2017  

 

 

Ms. Kirsten Walli 
Ontario Energy Board 
2300 Yonge Street, 27th Floor 
Toronto, ON   
M4P 1E4 

Dear Ms. Walli: 

Re:  EB-2015-0179 – Union Gas Limited – Community Expansion Proposal – 
Updated Application and Evidence  

Please find attached Union’s updated application and evidence (the “Update”) in the 
above case. The Update will be filed in RESS and copies will be sent to the Board.  

The Update reflects the Board’s findings issued as part of its Generic Community 
Expansion (EB-2016-0004) Decision with Reasons (dated November 17, 2016). The 
updated application reflects removal of approvals no longer required by Union including 
exemptions from the Board’s E.B.O. 188 and approval of capital pass through treatment 
and related deferral accounts. Union’s Community Expansion Proposal includes updated 
project details for four specific expansion projects. These projects are to serve the 
communities of Chippewas of Kettle and Stony Point First Nation and Lambton Shores; 
Milverton, Rostock and Wartburg; Prince Township; and Delaware Nation of 
Moraviantown First Nation.  

As part of the Update, Union is seeking Section 36 approval of a proposed rate surcharge 
structure specific to each Expansion Project (“System Expansion Surcharge”). As was 
stated in Union’s original application, the expansion projects above require Section 90 
Leave to Construct (“LTC”) approval with the exception of Delaware Nation of 
Moraviantown First Nation. Although LTC approval is not required, Union has included 
detailed information for this project.  

Union is filing the Update pursuant to the direction issued as per the Board’s EB-2015-
0179 Procedural Order No. 5 (dated March 21, 2017).  Specifically, the Board cited a 
deadline of March 28, 2017 for any party other than Union to express an interest in 
serving the four expansion projects listed above. No such interest was raised.   

 



 

2 

 

The Board in Procedural Order No. 5 also identified three preliminary “threshold issues” 
from the EB-2016-0137/38/39 Procedural Order No. 21 that will apply to Union’s EB-
2015-0179 application “even if there is no expression of interest from other parties”. 
Union will make submissions on these preliminary issues within the EB-2016-0137/38/39 
Proceeding and will comply with any findings of the Board in that proceeding.  

Union filed its original EB-2015-0179 Community Expansion application and evidence 
with the Board on July 23, 2015. As part of this filing, Union completed a public Notice 
process. Union also completed an interrogatory phase as well as a technical conference. 
The Board subsequently placed this application on hold while it initiated EB-2016-0004. 
Union was again required to complete a separate public Notice process for the generic 
proceeding.   

To meet a proposed in-service date of December 2017, Union is requesting the Board 
implement an expedited regulatory review process. Given Union’s updates are consistent 
with the Board’s community expansion decision; advanced state of planning to serve the 
four project areas; no other party has expressed interest in serving these areas with natural 
gas; and, the projects identified have been in the public domain since July 2015, 
additional time to complete a further Notice process is unwarranted and would 
detrimentally affect Union’s ability to meet the in-service date.   

Union respectfully requests the Board adopt the approved intervenor list from EB-2016-
0004. This list is not only all-encompassing but it also aligns with the four Expansion 
Projects subject to the Update.  

If you have any questions, please contact me at 519-436-5473. 

Yours Truly,  
 

[Original signed by] 

Karen Hockin 
Manager, Regulatory Initiatives 
 
Cc: Charles Keizer, Torys 
 Mark Kitchen, Union  
 All Intervenors (EB-2016-0004) 

                                                           

1 EB-2016-0137/38/39 EPCOR Southern Bruce Gas Inc. (“EPCOR”) franchise and certificate of public 
convenience and necessity applications, Procedural Order No. 2 dated March 3, 2017 
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                     EB-2015-0179 

UPDATED 
 

            
ONTARIO ENERGY BOARD 

 
 

IN THE MATTER OF the Ontario Energy Board 
Act, 1998, S.O. 1998, c.15, Schedule B, and in 
particular S. 36 thereof; 
 
AND IN THE MATTER OF the Ontario Energy 
Board Act, 1998, c.15, Schedule B, and in particular, 
S. 90 thereof; 
 
AND IN THE MATTER OF an Application by 
Union Gas Limited for an Order or Orders for 
approval of Union’s Distribution System Expansion 
Project proposals; 

 
AND IN THE MATTER OF an Application by 
Union Gas Limited for an Order or Orders granting 
leave to construct natural gas pipelines and ancillary 
facilities required to serve the communities of 
Milverton, Prince Township and, the Chippewas of 
Kettle and Stony Point First Nation and Lambton 
Shores. 
 
 

APPLICATION 
 

 
1. Union Gas Limited (“Union”) is a business corporation incorporated under the laws of the 

province of Ontario, with its head office in the Municipality of Chatham-Kent. 

 

2. Union conducts both an integrated natural gas utility business that combines the operations 

of distributing, transmitting and storing natural gas, and a non-utility storage business. 

 

3. Union’s Community Expansion Project proposals are in direct response to the Ontario 

Energy Board’s (“the Board”) initiative to address the Ontario government’s desire to 

expand natural gas distribution systems to communities that currently do not have access 

to natural gas.  
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4. Union hereby applies to the Board for: 

 

a. An order approving a system expansion surcharge (“SES”) rate for each of the four 

Community Expansion Projects.  

b. An order granting leave to construct approval for the natural gas pipelines and ancillary 

facilities required to serve the communities of Milverton, Rostock and Wartburg 

(Municipality of Perth East); Prince Township; and, the Chippewas of Kettle and Stony 

Point First Nation and Lambton Shores. 

 

5. Union further applies to the Board for all necessary orders and directions concerning pre-

hearing and hearing procedures for the determination of this application.   

 

6. This application is supported by written evidence which may be amended from time to 

time as circumstances may require.   

 

7. The persons affected by this application are the customers resident or located in the 

municipalities, police villages and First Nations reserves served by Union, together with 

those to whom Union sells gas, or on whose behalf Union distributes, transmits or stores 

gas.  It is impractical to set out in this application the names and addresses of such persons 

because they are too numerous. 

 

8. The address of service for Union is: 

            Union Gas Limited 

   P.O. Box 2001 
   50 Keil Drive North 
   Chatham, Ontario 
   N7M 5M1 
 
   Attention:  Karen Hockin 
      Manager, Regulatory Initiatives 
   Telephone:  (519) 436-5473 
   Fax:   (519) 436-4641 
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- and - 
 
 
 

   Torys 

   Suite 3000, Maritime Life Tower 
   P.O. Box 270 
   Toronto Dominion Centre 
   Toronto, Ontario 
   M5K 1N2 
 
   Attention:  Charles Keizer 
   Telephone:  (416) 865-7512 
   Fax:   (416) 865-7380 
 
 
DATED March 31, 2017. 

UNION GAS LIMITED 
 
[Original signed by] 
___________________________  
Karen Hockin 
Manager, Regulatory Initiatives 
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EXPANSION OF NATURAL GAS DISTRIBUTION – UNION GAS 1 

Pursuant to Union Gas Limited’s (“Union”) response to the Ontario Energy Board’s (the 2 

“Board”) Procedural Order No.41, the purpose of this Addendum is to amend Union’s proposal 3 

in response to the Board’s findings in its EB-2016-0004 Generic Community Expansion 4 

Decision.2 5 

 6 

The intent of the Addendum is to amend Union’s application to reflect the impact of the EB-7 

2016-0004 Decision on Union’s original community expansion proposal filed at Exhibit A, Tab 8 

1 (Updated), in EB-2015-0179. Union has also updated the original evidence filed in Tab 2 to 9 

reflect scope or cost changes to the proposed community expansion projects.   10 

 11 

The Addendum is structured as follows:  12 

1. Introduction 13 

2. Specific Approvals Required 14 

3. Community Expansion Project Proposal 15 

4. Tracking and Reporting 16 

5. Government Funding 17 

6. Project Proposal Summary 18 

 19 

                                                 
1 Union Gas Limited letter to the OEB dated December 22, 2016 
2 EB-2016-0004 Decision with Reasons, dated November 17, 2016 
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1. Introduction 1 

Union has had an opportunity to review and assess the EB-2016-0004 Decision. Although the 2 

Board continues to support the expansion of natural gas service to remote areas, the EB-2016-3 

0004 Decision varies from Union’s EB-2015-0179 proposal. Specifically, a key principle of 4 

Union’s EB-2015-0179 proposal was the premise that existing Union customers would cross-5 

subsidize community expansion projects. In an attempt to create a more level playing field and 6 

encourage competition, the Board ruled that rather than impact existing customers, “rates will be 7 

stand-alone and designed to cover the costs of the proposed expansion”3.  8 

 9 

Without the ability to cross-subsidize specific community expansion projects and absent other 10 

sources of direct funding, the number of economically feasible communities identified in 11 

Union’s EB-2015-0179 filing4 is significantly reduced. For this reason, Union’s updated 12 

community expansion proposal focuses only on four expansion projects to serve the following 13 

communities: Kettle and Stony Point First Nation and Lambton Shores; Milverton, Rostock and 14 

Wartburg (“Milverton”); Prince Township; and Delaware Nation of Moraviantown First Nation. 15 

 16 

For ease of reference, in Table 1 below, Union has summarized the key components of its initial 17 

community expansion proposal compared with its updated proposal set out in this Addendum. 18 

 19 

                                                 
3 EB-2016-0004 Decision, p.20 
4 Exhibit A, Tab 1, Appendix D. 
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Table 1: Comparison of Union’s Initial and Updated Proposals 1 
 2 

Proposal Component Initial Proposal 
(Tab 1 Updated) 

Updated Proposal 
(Tab 1 Addendum) 

General 

Project Eligibility Minimum 50 
potential customers Not Required 

Gross Capital 
$135 million 

Program for up to 29 
Projects 

$11 million for 4 
specific Projects 

Capital Pass-Through Yes No 
Capital Pass-Through Deferral Account  Yes No  
Community Expansion Contribution Deferral 
A  

Yes No 
Project Minimum P.I. 0.4 1.0 
Rolling Project Portfolio P.I Exemption Yes No 
Investment Portfolio PI Exemption Yes No 
Maximum Pre-existing Ratepayer Long Term 
I  

$2.00/month $0 
Customer Forecast risk  All ratepayers Utility  

 Surcharge 
Type Volumetric “TES” Volumetric “SES” 
Applicability General Service 

C  
General Service 

C  Value $0.23/m3 $0.23/m3 

Term Varies by Project, 
Max 10 years Varies by Project 

Municipal/First Nation Contributions 
Type Mandatory  Voluntary 

Basis 
ITE - Incremental 
value of property 

taxes 
Voluntary 

 3 

 4 

 5 
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2. Specific Approvals Required 1 

Union is seeking approval of the following items:  2 

• Section 36 approval for a System Expansion Surcharge5 (“SES”) rate for each of the four 3 

Community Expansion Projects; and, 4 

• Section 90 Leave to Construct (“LTC”) approvals for facilities required to serve the Kettle 5 

and Stony Point First Nation and Lambton Shores, Milverton, and Prince Township Project 6 

areas. 7 

 8 

Union holds a certificate of Public Convenience and Necessity for each of the Project areas, 9 

existing Franchise Agreements for Lambton Shores, Milverton, and Prince Township, and is in 10 

the process of obtaining necessary permits under the Indian Act6 for Kettle and Stony Point First 11 

Nation and Delaware Nation of Moraviantown First Nation. 12 

 13 

Union is prepared to initiate construction for the four proposed Projects in mid-summer 2017 in 14 

order to have the Projects in service before the end of 2017. To meet this timeline, Union 15 

respectfully requests the Board issue a decision by June 30, 2017. 16 

 17 

 18 

 19 

                                                 
5 The purpose of the SES is consistent with the Temporary Expansion Surcharge (“TES”) from Union’s initial 
proposal; however it has been renamed to reflect it now being proposed for significantly longer periods of time than 
initially proposed in order to make the Projects economically feasible. 
6 Indian Act Section 28(2) Permit. 
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3. Community Expansion Project Proposal 1 

Introduction 2 

Union’s Community Expansion proposal includes four Projects to service the following 3 

communities: 4 

• Kettle and Stony Point First Nation and Lambton Shores (Tab 2, Section A) 5 

• Milverton, Rostock and Wartburg (Tab 2, Section B)7 6 

• Delaware Nation of Moraviantown First Nation (Tab 2, Section C) 7 

• Prince Township (Tab 2, Section D) 8 

 9 

Union’s updated proposal to service the above noted communities consists of the following 10 

components: 11 

• SES to enable the new general service customers to financially contribute to the economic 12 

feasibility of each project in excess of the amount derived from existing rates. Details are 13 

provided in Section 3.1 of this Addendum. 14 

• A voluntary financial contribution from the applicable municipality or First Nation for each 15 

Project where the municipality or First Nation has agreed to make such contribution. Details 16 

are provided in Section 3.2 of this Addendum. 17 

 18 

                                                 
7 Scope of the Milverton Project has increased in comparison to Union’s initial proposal to include the hamlets of 
Rostock and Wartburg. 



  Filed: 2017-03-31 
  EB-2015-0179 
  Exhibit A 
  Tab 1  
  ADDENDUM 
  Page 6 of 15 
     

 
 

The EB-2016-0004 Decision indicates that revenue requirement recovery should be considered 1 

in light of individual projects, and that the impacts to existing customers whose interests are 2 

protected by the Incentive Regulation Mechanism (“IRM”) settlement agreement would be a 3 

factor to be considered.8  Given the criteria for consideration and that the four proposed Projects 4 

require capital investment that is below Union’s IRM agreement capital pass through criteria, 5 

Union is no longer proposing capital pass through treatment.  Instead, Union intends to treat the 6 

invested capital in the same manner as any other capital expenditures made during the IRM 7 

period.  8 

 9 

3.1     System Expansion Surcharge 10 

Description 11 

Union proposes the introduction of a single, volumetric-based SES. Similar to the Temporary 12 

Expansion Surcharge (“TES”) in Union’s initial proposal, this mechanism provides a means for 13 

customers to be served by the proposed Projects to contribute a portion of their annual savings 14 

toward natural gas system expansion feasibility. When customers served by the four Projects 15 

convert to natural gas, they will pay the SES for a defined period of time not to exceed 40 years 16 

as a contribution toward recovery of the cost of the Project. The proposed SES is consistent with 17 

the Board’s view that “An incumbent utility with existing rates may still propose to collect a 18 

                                                 
8 EB-2016-0004 Decision with Reasons, p. 23. 
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surcharge over and above those rates to make up for the shortfall in revenues to cover the cost of 1 

expansion”9. 2 

 3 

The SES will appear to the expansion area customers as an extra line item on each monthly bill, 4 

labelled “System Expansion Surcharge”. For clarity, this line item will be in addition to other 5 

current gas bill line items, including for example charges for commodity, transportation, storage, 6 

delivery, and the fixed monthly charge, which are identified in current approved rate schedules. 7 

Potential customers will be informed of the details of this charge as a Community Expansion 8 

Project is developed, as well as at the time their application to Union for service is made. For 9 

customers who wish to equalize their monthly payments, Union’s equal billing plan will be 10 

extended to include the SES. 11 

 12 

Applicability 13 

The SES will be applied to all general service customers (Rates M1, M2, 01, 10) attaching to 14 

mains installed as part of the four proposed Projects until the SES term for the project expires. In 15 

the event that a customer who is paying the SES sells their home or business, the SES will 16 

continue to apply for its original term to the new owner of that home or business. 17 

 18 

                                                 
9 EB-2016-0004 Decision with Reasons, p. 21. 
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There are no potential customers in the areas proposed to be serviced that meet eligibility criteria 1 

for Union’s contract rate classes. However, to the extent that having natural gas available attracts 2 

new customers eligible for contract rate classes in the areas serviced by the four proposed 3 

Projects; Union’s proposal does not extend the SES to these customers (Rates M4, M5, M7, T1, 4 

T2, 20, 100). Rather, any future contract customers in the areas serviced by the four Projects will 5 

be required to commit to contract terms that will ensure their attachment can meet a minimum 6 

P.I. of 1.0. 7 

 8 

To the extent that further extensions to the pipeline systems as proposed in this application are 9 

made, Union proposes that the SES applicable to the proposed Projects would be applied to 10 

customers attaching to those future extensions.   11 

 12 

Rate 13 

Union proposes that the SES be set at $0.23/m3. Union tested the surcharge at several different 14 

levels and terms in telephone surveys conducted with potential customers in the Milverton, 15 

Lambton Shores and Prince Township Project areas in February, 2017. Based on the results of 16 

those surveys, Union submits that the SES of $0.23/m3 remains appropriate for community 17 

expansions Projects.  18 

 19 
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The SES will be fixed at $0.23/m3 throughout the duration of the SES term. Union proposes that 1 

this approach meets the Board requirement for “a minimum rate stability period of 10 years (for 2 

example)10”. While the SES for applicable customers will be added to the existing Rate M1, M2, 3 

01 or 10 delivery charges on each bill, and the existing rates may change over time, a fixed SES 4 

rate provides a large measure of stability for periods of longer than 10 years. 5 

      6 

Term 7 

The SES term will begin when the Project goes into service, and expire at the end of the calendar 8 

year required for the specific Project to meet a P.I. of 1.0. The SES term will vary from Project 9 

to Project based on the period of time required to reach the minimum P.I. of 1.0 for each Project. 10 

Every general service customer who connects to the system will be subject to the SES from the 11 

date of their connection until the end of the term defined by the Project. At the end of the defined 12 

term, the SES will be terminated for every customer attached to the Project, regardless of when 13 

the customer connected to the Project. 14 

 15 

To the extent any further extensions to the pipeline systems proposed in this application are 16 

made, at a minimum Union proposes that the approved SES term for the applicable Project be 17 

applied to customers attaching to those future extensions. However, the term for future extension 18 

                                                 
10 EB-2016-0004 Decision with Reasons, p. 20. 
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customers may be extended beyond the initial term if necessary for the future extension to meet 1 

the minimum P.I. of 1.0.  2 

 3 

Requested Board Approvals 4 

Union is proposing that for each of the communities in the four Project areas, the Board approve 5 

the SES and term as shown in Table 2. 6 

Table 2: Rate Approvals 7 

Project SES Rate SES Term Expiry11 

Kettle and Stony Point First Nation and Lambton Shores $0.23/m3 December 31, 2029 

Milverton, Rostock and Wartburg $0.23/m3 December 31, 2032 

Delaware Nation of Moraviantown First Nation $0.23/m3 December 31, 2057 

Prince Township $0.23/m3 December 31, 2039 

 8 

Union proposes that the details above be included in the Rate M1, M2, 01 and 10 rate schedules 9 

with a description indicating that these charges apply to new services within the applicable 10 

communities and are in addition to the other charges within the rate schedules. 11 

 12 

 13 

 14 
                                                 
11 SES Term Expiry dates are contingent on Projects being constructed in 2017.  
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3.2 Voluntary Municipal/First Nation Contributions 1 

In its initial proposal, Union proposed that municipalities or First Nations be required to make a 2 

financial contribution to the Projects through a mechanism called an Incremental Tax Equivalent 3 

(“ITE”) that was based on the annual incremental taxes they would receive from Union after the 4 

proposed systems were in service. The EB-2016-0004 Decision indicates that “the ITE 5 

contribution should be a voluntary and not a mandatory requirement12”. Accordingly, Union has 6 

included a contribution from the municipality or First Nation in the economics for the four 7 

proposed Projects only if the municipality or First Nation is willing to make a contribution. For 8 

purposes of this evidence the ITE is now termed municipal/First Nation contribution.  9 

 10 

To the extent that a municipality or First Nation makes an up-front voluntary financial 11 

contribution to a Project, Union will treat the contribution as an Aid-to-Construction, which will 12 

reduce the net capital cost of the project in year 1. If a municipality or First Nation agrees to 13 

provide ongoing financial support to a Project in the form of an annual payment for an agreed 14 

upon term, Union will treat the financial support as revenue. 15 

  16 

                                                 
12 EB-2016-0004 Decision with Reasons, p.22. 
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4. Tracking and Reporting 1 

Union will track the four proposed Projects on a project-by-project basis. As part of Union’s 2 

annual stakeholder meeting, Union will provide a report, by Project, which outlines the 3 

following: 4 

• Budgeted and actual capital costs, both at a gross level, and net of any Aid-to-Construction, as 5 

at the date the Project is in-service, and  6 

• Cumulative forecasted customer and actual customer attachment rates for the duration of the 7 

forecast (10 years). 8 

In its initial proposal Union proposed more extensive reporting. However, given that initial 9 

proposals for a capital pass-through and deferral accounts have been withdrawn as a result of the 10 

EB-2016-0004 Decision, more extensive reporting is no longer required.  11 

 12 

5. Government Funding 13 

On January 30, 2017, the Province of Ontario announced that the previously announced Grant 14 

and Loan Program ($30 million in grants and $200 million in interest free municipal loans) was 15 

to be replaced with a $100 million grant program13. Although details on the eligibility criteria 16 

and the application process are not yet available, they are expected to be available in the spring 17 

of 2017. 18 

 19 

                                                 
13 https://news.ontario.ca/moi/en/2017/01/expanding-natural-gas-to-more-communities-across-ontario.html  

https://news.ontario.ca/moi/en/2017/01/expanding-natural-gas-to-more-communities-across-ontario.html
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Consistent with its initial proposal, Union would apply any up-front grants received as an Aid-to-1 

Construction contribution to the applicable Project. 2 

 3 

One Project, Delaware Nation of Moraviantown First Nation, is contingent on receipt of 4 

Provincial grant funding or another means of direct Aid-to-Construction to meet a minimum P.I. 5 

of 1.0, while the other three Projects are proposed at a P.I. of at least 1.0 without Aid-to-6 

Construction.  7 

 8 

Provincial grant criteria are not yet available.  When available, to the extent that the Projects are 9 

eligible and grant funding is provided by the province subsequent to Union filing its amended 10 

EB-2015-0179 application but prior to the Project in-service dates, the funds provided will be 11 

treated as an Aid-to-Construction. This would result in an improvement in the P.I. of each 12 

Project. In this case, Union will shorten the required SES term for each Project as applicable in 13 

order to ensure the P.I. of each Project only meets the required threshold of 1.0, and proposes 14 

that it would notify the Board accordingly without delaying the planned start of construction. 15 

 16 

6. Project Proposal Summary 17 

Subject to the Board’s approval of Union’s Community Expansion SES proposal, Union is 18 

seeking specific LTC approval to introduce natural gas service to the following communities:  19 

• Kettle and Stony Point First Nation and Lambton Shores 20 
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• Milverton, Rostock and Wartburg 1 

• Prince Township 2 

 3 

Union is also planning to extend service to the Delaware Nation of Moraviantown First Nation 4 

community subject to receipt of the necessary Aid-to-Construction, and approval of its SES 5 

proposal as updated with this Addendum. Although this Project does not require LTC approval, 6 

Union has included detailed information for this Project.  7 

 8 

Union has the necessary Franchise and Certificate rights in place for all of these projects. Union 9 

is in the process of obtaining the necessary permits under the Indian Act related to Kettle and 10 

Stony Point First Nation and the Delaware Nation of Moraviantown First Nation.  Union has the 11 

support of the Kettle and Stony Point and Moraviantown First Nations leadership.  12 

  13 
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A summary of each Project is shown in Table 3 below.  1 

Table 3: Proposed Community Expansion Projects 2 

Project 
Maximum 
Potential 

Customers 

Forecast 
Customers 

Gross 
Capital 

Aid to 
Construction 

Net 
Capital 

SES 
Term 

(Years) 
P.I. 

Kettle and Stony 
Point F.N. and 
Lambton Shores 

512 364 $2.10 $0.00 $2.10 12 1.03 

Milverton, 
Rostock, 
Wartburg 

961 739 $5.98 $0.00 $5.98 15 1.01 

Delaware Nation 
of Moraviantown 71 38 $0.56 $0.31 $0.25 40 1.00 

Prince Township 395 291 $2.72 $0.00 $2.72 22 1.00 
TOTAL 1,939 1,432 $11.36 $0.31 $11.05   
 3 
(Note: All dollars are in millions.) 4 

 5 

Updated details for each Project are filed in Exhibit A, Tab 2. These details include a project 6 

summary, market profile, proposed facilities, project costs, project economics, pipeline design 7 

and construction, environmental and land matters, and First Nations and Métis consultation. 8 

 9 

Union is prepared to initiate construction for the four proposed Projects in mid-summer in order 10 

to have the Projects in service before the end of 2017.  To meet this timing, Union respectfully 11 

requests the Board issue a decision no later than June 30, 2017.  12 
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UNION GAS LIMITED 

 
KETTLE POINT / LAMBTON SHORES NATURAL GAS 

PIPELINE PROJECT 
 

Contents 
PROJECT SUMMARY ............................................................................................................................ 2 
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Schedule 12 Land Requirements Summary  
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PROJECT SUMMARY 
1. This evidence will update the evidence filed by Union Gas Limited [“Union’] at Exhibit A, Tab 

2, Section A of the EB-2015-0179 proceeding.   

 

2. Representatives of the Chippewas of Kettle and Stony Point First Nation, Municipal Officials, 

Residents, and Business Owners in and around Kettle Point and Lambton Shores which includes 

Ipperwash Beach, in the County of Lambton, have requested natural gas service from Union. 

 

3. In order to meet the demands for natural gas in this area, Union is requesting pursuant to Section 

90 (1) of the Ontario Energy Board Act, approval from the Ontario Energy Board [“OEB”] for 

Leave to Construct pipelines in Kettle Point and Lambton Shores [“Project’].  Union is also 

requesting an order from the OEB pursuant to section 36 (1), as described in earlier sections of 

this evidence. 

 

4. Kettle Point, Ontario is the home of the Chippewas of Kettle and Stony Point First Nation, 

located along the southern shores of Lake Huron approximately 35 km east of Sarnia. 

Approximately 1000 First Nation Band members live on the reserve and 900 members live off 

the reserve. The First Nation community also borders the Municipality of Lambton Shores. 

 

5. Lambton Shores, Ontario is a municipality in Lambton County that was established when the 

Towns of Bosanquet and Forest, and the villages of Thedford, Arkona, and Grand Bend 

amalgamated in 2001. Lambton Shores has an area of approximately 331 km² and a total 

population of approximately 10,656. Ipperwash Beach is one of the few remaining urban areas  

in Lambton Shores that does not currently have natural gas service. 

 

6. A map showing the Proposed Facilities from a starting point on Union’s system to Kettle Point 

and Ipperwash Beach can be found at Schedule 1. 

 

7. Union currently holds the Certificate of Public Convenience and Necessity and Franchise 
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Agreement (RP-2001-0049/EB-2001-0711), for the County of Lambton. Union also holds a 

Certificate of Public Convenience and Necessity and Franchise Agreement (EB-2002-0252), for 

the Municipality of Lambton Shores. 

 

8. The route of the Proposed Facilities was selected in order to optimize economic benefits and 

social features while minimizing environmental impacts. 

 

9. If this Application is approved, Union forecasts that 364 of the potential 512 customers in the 

Project will have natural gas service by year 10 of the Project. 

 

10. The total capital cost of the Proposed Facilities for the first 10 years of the Project is $2,095,346.  

These costs include pipeline costs, station costs, and the cost to service customers. 

 

11. The Project has a net present value ["NPV"] of $71,000 and a profitability index ["PI"] of 1.03. 

 

12. An Environmental Protection Plan ["EPP"] for the Project was prepared by Union's 

Environmental Planning Department in 2015.  Union's standard construction procedures, 

combined with the appropriate supplemental mitigation measures recommended in the EPP, will 

be employed to address environmental and public concerns.  An update to the original EPP was 

prepared in 2017 and can be found at Schedule 11. 

 

13. Construction of the Proposed Facilities for the Project is expected to begin in the summer of 

2017 with an in service date of December 2017.  Services will be constructed for the first 10 

years of the Project. 

 

14. The pipeline and station facilities have been optimized to meet the forecast future growth 

proposed in the area.   

 

15.  No provincial grants or aids to construct are required for this Project. 
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MARKET PROFILE 

Community Profile  
16. Kettle Point, Ontario is the home of the Chippewas of Kettle and Stony Point First Nation, 

located along the southern shores of Lake Huron and approximately 35 km east of Sarnia.  

Approximately 1000 First Nation Band members live on the reserve and 900 members live off 

the reserve.  The First Nation Community also borders the Municipality of Lambton Shores.  

There is a mix of Band-owned commercial and residential properties within the Community. 

 

17. Lambton Shores, Ontario is a municipality in Lambton County that was established when the 

Towns of Bosanquet and Forest, and the villages of Thedford, Arkona, and Grand Bend 

amalgamated in 2001.  Lambton Shores has an area of approximately 331 km2 and a total 

population of approximately 10,656.  The area of Lambton Shores that is proposed to receive 

natural gas service is the Ipperwash Beach area which is a combination of year-round and 

seasonal homes. 

 

18. In 2015, there were a total of 380 existing residential dwellings in Ipperwash Beach area, 110 

existing residential dwellings in Kettle Point, and 22 medium and small commercial 

establishments in Kettle Point which could potentially be served with natural gas. 

 

Residential and Commercial Surveys 
19. To update the telephone survey that was completed in 2015 for the Ipperwash Beach area, a new 

survey was completed in 2017.  The surveys informed residents about the Project, estimates of 

the cost to convert to natural gas, and an expansion surcharge to contribute towards the cost of 

the Project was included in the survey. The surveys also requested information pertaining to 

dwelling characteristics, use of dwelling, current fuel type and interest in converting to natural 

gas-fuelled appliances. 

 

20. Of the 380 potential residential customers in the Ipperwash Beach area, 48 completed the 

telephone and door-to-door survey in 2017, representing a 13% response rate.  
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21. Kettle and Stony Point First Nation leadership have indicated they will convert 100% of band 

owned commercial and residential properties to natural gas (82 buildings).  Union conducted a 

door-to-door survey of privately owned residents and commercial properties in the Fall of 2015. 

 

Customer Attachment Forecast 
 

22. Union is forecasting a total of 262 existing residential customers will be attached in Lambton 

Shores by the tenth year of the Project as outlined in the customer attachment forecast in 

Schedule 2. 

 

23. For the Top 3 box scores (extremely likely, very likely, and likely to convert), the results of the 

telephone and door-to-door survey described above indicate that 69% of the people surveyed are 

interested in obtaining natural gas service.  

 

24. Union asked participants of the survey, who were interested in connecting, the timing when they 

would attach, and 94% indicated they would do so in the first three years.  Union has taken a 

conservative approach and has spread the attachments over 10 years which is reflected in 

Schedule 2.   

 

25. In the First Nation area to be served there are 32 residential single family, 33 residential multi-

family, and 17 commercial properties that are owned by the First Nation whereas there are 45 

residential and 5 commercial privately owned properties. Union completed a door-to-door survey 

in 2015 and established that 38% of the private residential and 60% of the private commercial 

would attach.  In discussions with Kettle and Stony Point they have committed that 100% of the 

residential and commercial properties owned by the First Nation would connect to natural gas. In 

addition to the consultations which have been held to date, Union plans to have a community 

meeting with Kettle Point.  All band owned residential and commercial properties would be 

attached in the first year and private residential and commercial attachments would be spread out 

over 10 years. 
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26. Union is forecasting a total of 344 existing residential and 20 existing medium and small 

commercial will be attached by the tenth year of the Project as outlined in the customer 

attachment forecast in Schedule 2. 

 

27. Union continues to work with Lambton Shores and the Chippewas of Kettle and Stony Point 

First Nation in the development of the Project.  Attached at Schedule 3 are Letters of Support 

from Lambton Shores and the Chippewas of Kettle and Stony Point.   

 

PROPOSED FACILITIES 
28. Union is proposing to construct the following pipelines to serve the Project.  The pipelines will 

start at the corner of Army Camp Road and Ravenswood Line and extend along Ipperwash Road 

to Highway 21.  At this point the pipeline will “T” with one branch continuing along Ipperwash 

Road to East and West Parkway Drive. The second branch of the pipelines will go South on 

Highway 21 to the West Ipperwash Beach Road to serve the Kettle Point area.  A schematic 

drawing showing the Project is provided in Schedule 4. 

 

29. The pipelines identified above have been optimized to meet the forecast future growth in the 

Project. 

 

PROJECT COSTS 
30. The total estimated cost for the Proposed Project is $2,095,346 for the first 10 years of the 

Project.  This cost includes all pipeline and station costs of $1,513,957 and service costs of 

$581,389. 

 

31. The estimated first year capital costs for the construction of the Proposed Facilities including 

service costs are provided in Schedule 5a.  The estimated costs cover all costs related to 

materials, construction and labour required to construct distribution mains, and regulating 



Filed: 2017-03-31 
  EB-2015-0179 
  Exhibit A 
  Tab 2 

Section A  
Page 7 of 12 

 UPDATED 

 

stations.  This figure also includes estimated land costs and environmental costs. 

 

32. A year by year breakdown of the proposed capital costs of the Project for the first 10 years of the 

Project can be found at Schedule 5b. 

 

ECONOMIC FEASIBILITY 
 

33. The Proposed Facilities are required in order to expand natural gas distribution to the Project 

Area. 

 

34. A standalone Discounted Cash Flow (“DCF”) analysis was completed for the proposed 

expansion.  Union has employed an economic feasibility test consistent with the Board’s 

recommendations in the E.B.O. 188 Report on Natural Gas System Expansion.   

 

35. The DCF for the Project can be found at Schedule 6.  This Schedule indicates a Net Present 

Value (“NPV”) of $71,000 and Profitability Index (“PI”) of 1.03.  The PI is slightly above 1.0 

due to rounding effects of the System Expansion Surcharge (“SES”) term which will end on the 

calendar year end of Dec 31st. 

 

36. The DCF is based on capital of $2,095,346. Capital used in the DCF can be found in Schedule 

5(a) and 5(b). 

 

37.  The DCF includes the collection of the SES at a rate of $0.23 per m3. The SES term will have a 

termination date as of the end of the calendar year (December, 31 2029); approximately 12 years 

and 1 month from the forecast in-service date of December, 1 2017. 

 

38. The economic analysis does not include a financial contribution from the Municipality or the 

First Nation. 

 

39. No upstream reinforcement is required to complete this project. 
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40. Schedule 7 provides the key inputs, parameters and assumptions used in completing the DCF 

analysis. 

41. No provincial grants or aid to construct are required for this Project. 

 

DESIGN AND CONSTRUCTION 
42. The design and pipe specifications are outlined in Schedule 8.  All the design specifications are 

in accordance with the Ontario Regulations 210/01 under the Technical Standards and Safety 

Act 2000, Oil and Gas Pipeline Systems.  This is the regulation governing the installation of 

pipelines in the Province of Ontario. 

 

43. All polyethylene pipe and fittings will be manufactured and certified in accordance with the 

Canadian Standards Association B137.4-13Polyethylene (PE) Piping systems for Gas Services.  

The pipe specifications are designed to provide the maximum operating pressure of 550 kPa.  

The pipeline will be tested in accordance with the requirements of the Ontario Regulation 

210/01. 

 

44. The minimum depth of cover to the top of the pipe and pipe appurtenances will be in accordance 

with the requirements of Clause 12.4.7 and 12.4.8 of the CSA Z662-15 for polyethylene piping.   

 

Construction Procedures and Project Schedule 
45. The Proposed Facilities will be constructed using Union's standard practices and procedures and 

will be in compliance with the mitigation measures identified in the Environmental Protection 

Plan ["EPP"].  Schedule 9 provides a summary of Union's standard construction methods.  

Union's construction procedures are continually updated and refined to minimize potential 

impacts to the lands and the public. 

 

46. Material is readily available for the Project and Union foresees no problem in obtaining a 

contractor to complete the proposed construction.  The EPP will be provided to the contractor. 
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47. Schedule 10 provides the proposed construction schedule for the Project.  Construction of the 

Proposed Facilities is expected to begin in summer of 2017 with an in service date of December 

2017. Services will continue to be installed for the first 10 years of the Project. 

 

48. Approvals are pending from the County of Lambton, Municipality of Lambton Shores, St Clair 

Region Conservation Authority, Ministry of Transportation and the Chippewas of Kettle and 

Stony Point First Nation. 

 

ENVIRONMENTAL MATTERS  
49. The original EPP for the proposed pipeline was prepared by Union's Environmental Planning 

Department in 2015 and was filed with the Board as Exhibit A, Tab 2, Section A, Schedule 11 as 

part of the EB-2015-0179 proceeding. The EPP was prepared to meet the intent of the Board's 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario" [2011].  An update to the original EPP was prepared in 2017 in 

anticipation of the Project being constructed in 2017 and can be found at Schedule 11. 

 

50. The objectives of the EPP are to: 

 

a) document existing environmental features; 

 

b) identify agency, First Nation and public concerns; 

 

c) identify potential environmental impacts as a result of construction; 

 

d) present mitigation techniques to minimize environmental impacts; and 

 

e)  provide pipeline contractors and environmental inspectors involved in the construction of the 

pipeline with general and site-specific guidelines for environmental protection that supplement 

Union's construction specifications. 
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51. The original EPP was prepared before the scope of the Project was finalized.  As such, some 

areas shown in the original EPP may not be included in the Project. 

 

52. All pipelines will be constructed in the manner recommended and described in the Board 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario". 

 
53. A copy of the original EPP has been submitted to the Ontario Pipeline Coordinating Committee 

(“OPCC”), local municipalities and the Chippewas of Kettle and Stony Point First Nation. A 

summary of comments and Union’s response can be found in the EPP update. 

 
54. There are a number of watercourse crossings associated with the Project.  Union will follow all 

permit conditions from the Regulating Agency. 

 
55. Union will work with Indigenous and Northern Affairs Canada and the Chippewas of Kettle and 

Stony Point First Nation to confirm any necessary approvals to construct on First Nation land. 

 

56. When the Project is constructed, the most up-to-date construction specifications will be 

followed. 

 

57. Union will ensure that the recommendations in the EPP, commitments and the conditions of 

approval are followed.  An environmental inspector will be assigned to the Project to ensure that 

all activities comply with all of the Board’s conditions of approval. 

 

58. The results of the EPP and update indicate that the environmental and socio-economic effects 

associated with construction of the Project are generally short-term in nature and minimal.  

There are no significant cumulative effects as a result of this pipeline construction. 

 

LAND MATTERS 
59. The Proposed Facilities will be located within road allowances. 



Filed: 2017-03-31 
  EB-2015-0179 
  Exhibit A 
  Tab 2 

Section A  
Page 11 of 12 

 UPDATED 

 

 

60. It will be necessary to obtain a small station site at the corner of Ravenswood Line and Army 

Camp Road. Preliminary discussions have not identified any issues with obtaining the lands 

required for this station. 

 

61. A table summarizing all the land requirements can be found in Schedule 12. 

 

INDIGENOUS AND MÉTIS NATIONS CONSULTATIONS 
62. Union has a long standing practice of consulting with First Nation and Métis, and has programs 

in place whereby Union works with them to ensure they are aware of Union’s projects and have 

the opportunity to participate in both the planning and construction phases of the Project. 

 

63. Union has an extensive data base and knowledge of First Nations and Métis organizations in 

Ontario and consults with the Tribal organizations and the data bases of the Ministry of Natural 

Resources, Ministry of Energy and Aboriginal Affairs and Indigenous and Northern Affairs 

Canada to ensure consultation is carried out with the most appropriate groups. 

 

64. Union has consulted with Chippewas of Kettle and Stony Point First Nation since 2004 and 

continues to meet and consult with them on expansion of natural gas facilities to their 

community.  The following is a summary of consultation which has occurred. 

 

February 2, 2017 Union met with Lorraine George Band Manager to review project 
April 2, 2016 Participated in community meeting held in Kettle and Stony Point 

First Nation on the project 

February 29, 2016 Presentation to Joint Lambton Shores and Kettle and Stony Point First 
Nations Councils on the expansion project 

November 23 to 30, 
2015 

Completed door to door survey with Kettle and Stony Point 
community residents for acceptance to hook up to natural gas 

September 2, 2015 Union met with Chief Bressette and Lorraine George Band Manager 
to request their support for the project, Chief Bressette to submit 
support letter to Ontario Energy Board 
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April 21, 2015 Union provided an email update to Lorraine George Band Manager 
Kettle and Stony Point First Nation on OEB filing information 

Oct 1, 2014 
 

Kettle and Stony Point First Nation submitted Scenario 1 and support 
material from the Union presentation to AANDC for funding 

September 10, 2014 
 

Meeting with Chief Bressette and Lorraine George Band Manager 
Kettle and Stony Point First Nation and Union to discuss project 

May 28, 2014 
 

Call with Jacklyn Martin Hill  Kettle and Stony Point First Nation to 
discuss project and next steps 

May 5, 2014 
 

Union presented to Chief and Council. Council to respond on which 
approach to take in 2 weeks 

February 13, 2014 
 

Lorraine George Band Manager Kettle and Stony Point First Nation, 
Chief Tom Bressette and Union to review information on presentation 
before Chief and Council meeting. Chief requested Union provide a 
full community piping proposal. 

January 14, 2014 
 

Comments from Kettle and Stony Point First Nation: Council 
endorsed the full development plan in principle with follow up reports 
and timelines to now be provided. 

Aug. 29, 2013 
 

Lorraine George Band Manager Kettle and Stony Point First Nation 
and Union met to discuss various options. Sept 17th Growth plan 
being presented to Chief and Council. 

From 2006 - 2013 
 

Union met with Kettle and Stony Point First Nation leadership and 
community teams on many occasions to discuss expansion into 
Community. Changes in leadership and community teams resulted in 
numerous iterations being developed and presented 

 
65. During construction, Union has inspectors in the field who are available to First Nations and 

Métis Nation of Ontario as a primary contact to discuss and review any issues that may arise 

during construction. 

 

66. When Union completes the necessary archaeological assessments for the Project Union will 

consult with and provide the result of the surveys to any First Nations or Métis Nation of Ontario 

upon their request. 

 

 



Kettle Point & Lambton Shores – Community Expansion Key Plan 
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TOTAL ESTIMATED CAPITAL COSTS – YEAR 1 
 
 

KETTLE POINT AND 
LAMBTON SHORES 

 EXPANSION PROJECT 
 
Total Materials $175,880  
  $175,880 
Total Contract Cost $935,741  
  $935,741 
Total Company Costs $22,220  
  $22,220 
Miscellaneous (XRay, Construction Survey, Lands) $113,510  
  $113,510 
Station Labour and Materials $208,239  
  $208,239 
Contingency $58,367  
  $58,367 
Interest During Construction $0  
   
Service Costs $264,217  
  $264,217 

 
Total Estimated Capital Costs 

  
$1,778,174 
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 Lambton Shores-Kettle Point

 Year 1 2 3 4 5 6 7 8 9 10
 Proposed Capital ($000's)  Total
 Pipeline & Station Capital 1,514 1,514
 Service, M&R Installation 581 264 105 43 27 21 26 23 26 24 21
 Total 2,095 1,778 105 43 27 21 26 23 26 24 21

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section A 
Schedule 5b 
UPDATED

ahale
Underline



 L
am

bt
on

 S
ho

re
s 

- K
et

tle
 P

oi
nt

 P
ro

je
ct

 Y
ea

r  
   

   
   

($
00

0'
s)

1
2

3
4

5
6

7
8

9
10

 C
as

h 
In

flo
w

   
 R

ev
en

ue
27

   
   

 
64

   
   

  
79

   
   

  
86

   
   

  
91

   
   

  
96

   
   

  
10

1
   

   
 

10
6

   
 

11
1

   
 

11
6

   
  

 S
ys

te
m

 E
xp

an
si

on
 S

ur
ch

ar
ge

 (S
ES

)
54

   
   

 
12

6
   

   
15

0
   

   
16

2
   

   
17

0
   

   
17

8
   

   
18

6
   

   
 

19
4

   
 

20
2

   
 

21
0

   
  

 M
un

ic
ip

al
 F

in
an

ci
al

 S
up

po
rt

-
   

   
-

   
   

 
-

   
   

 
-

   
   

 
-

   
   

 
-

   
   

 
-

   
   

  
-

   
  

-
   

  
-

   
   

   
 E

xp
en

se
s:

   
   

  O
 &

 M
 E

xp
en

se
(4

)
   

   
  

(1
1)

   
   

 
(1

3)
   

   
 

(1
5)

   
   

 
(1

6)
   

   
 

(1
8)

   
   

 
(1

9)
   

   
  

(2
1)

   
  

(2
2)

   
  

(2
4)

   
   

   
   

  M
un

ic
ip

al
  T

ax
(2

1)
   

   
(2

1)
   

   
 

(2
1)

   
   

 
(2

1)
   

   
 

(2
1)

   
   

 
(2

1)
   

   
 

(2
1)

   
   

  
(2

1)
   

  
(2

1)
   

  
(2

1)
   

   
   

   
  I

nc
om

e 
Ta

x
(1

)
   

   
  

(1
4)

   
   

 
(2

4)
   

   
 

(3
0)

   
   

 
(3

4)
   

   
 

(3
8)

   
   

 
(4

2)
   

   
  

(4
6)

   
  

(5
0)

   
  

(5
4)

   
   

   
 N

et
 C

as
h 

In
flo

w
55

   
   

 
14

5
   

   
17

1
   

   
18

2
   

   
19

0
   

   
19

7
   

   
20

5
   

   
 

21
2

   
 

22
0

   
 

22
7

   
  

 C
as

h 
O

ut
flo

w
   

 In
cr

em
en

ta
l C

ap
ita

l
1,

77
8

  
10

5
   

   
43

   
   

  
27

   
   

  
21

   
   

  
26

   
   

  
23

   
   

   
26

   
   

24
   

   
21

   
   

 
   

 C
ha

ng
e 

in
 W

or
ki

ng
 C

ap
ita

l
0

   
   

   
0

   
   

   
 

0
   

   
   

 
0

   
   

   
 

0
   

   
   

 
0

   
   

   
 

0
   

   
   

  
0

   
   

  
0

   
   

  
0

   
   

   
   

 C
as

h 
O

ut
flo

w
1,

77
8

  
10

6
   

   
43

   
   

  
27

   
   

  
21

   
   

  
26

   
   

  
23

   
   

   
26

   
   

24
   

   
21

   
   

 

 C
um

ul
at

iv
e 

N
et

 P
re

se
nt

 V
al

ue
   

  C
as

h 
In

flo
w

54
   

   
 

18
8

   
   

33
9

   
   

49
2

   
   

64
4

   
   

79
4

   
   

94
2

   
   

 
1,

08
9

 
1,

23
3

 
1,

37
5

  
   

  C
as

h 
O

ut
flo

w
1,

77
8

  
1,

87
9

   
1,

91
8

   
1,

94
2

   
1,

95
9

   
1,

98
0

   
1,

99
6

   
 

2,
01

5
 

2,
03

1
 

2,
04

5
  

   
  N

PV
 B

y 
Ye

ar
(1

,7
25

)
 

(1
,6

91
)

  
(1

,5
79

)
  

(1
,4

49
)

  
(1

,3
15

)
  

(1
,1

85
)

  
(1

,0
54

)
   

(9
26

)
   

(7
98

)
   

(6
70

)
   

 

 P
ro

je
ct

 N
PV

71

 P
ro

fit
ab

ili
ty

 In
de

x
   

 B
y 

Ye
ar

 P
I

0.
03

0.
10

0.
18

0.
25

0.
33

0.
40

0.
47

0.
54

0.
61

0.
67

   
 P

ro
je

ct
 P

I
1.

03

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section A 
Schedule 6 
Page 1 of 4 
UPDATED

ahale
Underline



 L
am

bt
on

 S
ho

re
s 

- K
et

tle
 P

oi
nt

 P
ro

je
ct

 Y
ea

r  
   

   
   

($
00

0'
s)

 C
as

h 
In

flo
w

   
 R

ev
en

ue
 S

ys
te

m
 E

xp
an

si
on

 S
ur

ch
ar

ge
 (S

ES
)

 M
un

ic
ip

al
 F

in
an

ci
al

 S
up

po
rt

   
 E

xp
en

se
s:

   
   

  O
 &

 M
 E

xp
en

se
   

   
  M

un
ic

ip
al

  T
ax

   
   

  I
nc

om
e 

Ta
x

   
 N

et
 C

as
h 

In
flo

w

 C
as

h 
O

ut
flo

w
   

 In
cr

em
en

ta
l C

ap
ita

l
   

 C
ha

ng
e 

in
 W

or
ki

ng
 C

ap
ita

l
   

 C
as

h 
O

ut
flo

w

 C
um

ul
at

iv
e 

N
et

 P
re

se
nt

 V
al

ue
   

  C
as

h 
In

flo
w

   
  C

as
h 

O
ut

flo
w

   
  N

PV
 B

y 
Ye

ar

 P
ro

je
ct

 N
PV

 P
ro

fit
ab

ili
ty

 In
de

x
   

 B
y 

Ye
ar

 P
I

   
 P

ro
je

ct
 P

I

11
12

13
14

15
16

17
18

19
20

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

11
8

   
  

21
3

   
  

21
3

   
  

32
   

   
 

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   

(2
5)

   
   

(2
5)

   
   

(2
6)

   
   

(2
6)

   
   

(2
7)

   
   

(2
8)

   
   

(2
8)

   
   

(2
9)

   
   

(2
9)

   
   

(3
0)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(5
7)

   
   

(5
8)

   
   

(1
0)

   
   

(3
)

   
   

  
(4

)
   

   
  

(4
)

   
   

  
(5

)
   

   
  

(6
)

   
   

  
(6

)
   

   
  

(7
)

   
   

  

23
0

   
  

22
8

   
  

93
   

   
 

68
   

   
 

67
   

   
 

66
   

   
 

64
   

   
 

63
   

   
 

62
   

   
 

61
   

   
 

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

1,
51

1
  

1,
64

0
  

1,
69

0
  

1,
72

5
  

1,
75

7
  

1,
78

8
  

1,
81

6
  

1,
84

3
  

1,
86

7
  

1,
89

0
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

(5
34

)
   

 
(4

05
)

   
 

(3
55

)
   

 
(3

20
)

   
 

(2
87

)
   

 
(2

57
)

   
 

(2
29

)
   

 
(2

02
)

   
 

(1
78

)
   

 
(1

55
)

   
 

0.
74

0.
80

0.
83

0.
84

0.
86

0.
87

0.
89

0.
90

0.
91

0.
92

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section A 
Schedule 6 
Page 2 of 4 
UPDATED

ahale
Underline



 L
am

bt
on

 S
ho

re
s 

- K
et

tle
 P

oi
nt

 P
ro

je
ct

 Y
ea

r  
   

   
   

($
00

0'
s)

 C
as

h 
In

flo
w

   
 R

ev
en

ue
 S

ys
te

m
 E

xp
an

si
on

 S
ur

ch
ar

ge
 (S

ES
)

 M
un

ic
ip

al
 F

in
an

ci
al

 S
up

po
rt

   
 E

xp
en

se
s:

   
   

  O
 &

 M
 E

xp
en

se
   

   
  M

un
ic

ip
al

  T
ax

   
   

  I
nc

om
e 

Ta
x

   
 N

et
 C

as
h 

In
flo

w

 C
as

h 
O

ut
flo

w
   

 In
cr

em
en

ta
l C

ap
ita

l
   

 C
ha

ng
e 

in
 W

or
ki

ng
 C

ap
ita

l
   

 C
as

h 
O

ut
flo

w

 C
um

ul
at

iv
e 

N
et

 P
re

se
nt

 V
al

ue
   

  C
as

h 
In

flo
w

   
  C

as
h 

O
ut

flo
w

   
  N

PV
 B

y 
Ye

ar

 P
ro

je
ct

 N
PV

 P
ro

fit
ab

ili
ty

 In
de

x
   

 B
y 

Ye
ar

 P
I

   
 P

ro
je

ct
 P

I

21
22

23
24

25
26

27
28

29
30

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

(2
9)

   
   

(2
8)

   
   

(2
8)

   
   

(2
8)

   
   

(2
9)

   
   

(2
9)

   
   

(3
0)

   
   

(3
0)

   
   

(3
1)

   
   

(3
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(5
)

   
   

  
(6

)
   

   
  

(6
)

   
   

  
(7

)
   

   
  

(7
)

   
   

  
(8

)
   

   
  

(8
)

   
   

  
(8

)
   

   
  

(9
)

   
   

  
(9

)
   

   
  

54
   

   
 

54
   

   
 

53
   

   
 

52
   

   
 

51
   

   
 

50
   

   
 

49
   

   
 

48
   

   
 

48
   

   
 

47
   

   
 

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

(0
)

   
   

  
(0

)
   

   
  

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

(0
)

   
   

  
(0

)
   

   
  

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

1,
91

0
  

1,
92

8
  

1,
94

5
  

1,
96

1
  

1,
97

6
  

1,
99

0
  

2,
00

4
  

2,
01

6
  

2,
02

7
  

2,
03

8
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

(1
35

)
   

 
(1

17
)

   
 

(1
00

)
   

 
(8

4)
   

   
(6

9)
   

   
(5

5)
   

   
(4

1)
   

   
(2

9)
   

   
(1

7)
   

   
(7

)
   

   
  

0.
93

0.
94

0.
95

0.
96

0.
97

0.
97

0.
98

0.
99

0.
99

1.
00

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section A 
Schedule 6 
Page 3 of 4 
UPDATED

ahale
Underline



 L
am

bt
on

 S
ho

re
s 

- K
et

tle
 P

oi
nt

 P
ro

je
ct

 Y
ea

r  
   

   
   

($
00

0'
s)

 C
as

h 
In

flo
w

   
 R

ev
en

ue
 S

ys
te

m
 E

xp
an

si
on

 S
ur

ch
ar

ge
 (S

ES
)

 M
un

ic
ip

al
 F

in
an

ci
al

 S
up

po
rt

   
 E

xp
en

se
s:

   
   

  O
 &

 M
 E

xp
en

se
   

   
  M

un
ic

ip
al

  T
ax

   
   

  I
nc

om
e 

Ta
x

   
 N

et
 C

as
h 

In
flo

w

 C
as

h 
O

ut
flo

w
   

 In
cr

em
en

ta
l C

ap
ita

l
   

 C
ha

ng
e 

in
 W

or
ki

ng
 C

ap
ita

l
   

 C
as

h 
O

ut
flo

w

 C
um

ul
at

iv
e 

N
et

 P
re

se
nt

 V
al

ue
   

  C
as

h 
In

flo
w

   
  C

as
h 

O
ut

flo
w

   
  N

PV
 B

y 
Ye

ar

 P
ro

je
ct

 N
PV

 P
ro

fit
ab

ili
ty

 In
de

x
   

 B
y 

Ye
ar

 P
I

   
 P

ro
je

ct
 P

I

31
32

33
34

35
36

37
38

39
40

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

10
8

   
  

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

(3
2)

   
   

(3
2)

   
   

(3
3)

   
   

(3
3)

   
   

(3
4)

   
   

(3
4)

   
   

(3
4)

   
   

(3
4)

   
   

(3
4)

   
   

(3
4)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(2
1)

   
   

(9
)

   
   

  
(9

)
   

   
  

(9
)

   
   

  
(1

0)
   

   
(1

0)
   

   
(1

0)
   

   
(1

0)
   

   
(1

0)
   

   
(1

1)
   

   
(1

1)
   

   

46
   

   
 

46
   

   
 

45
   

   
 

44
   

   
 

44
   

   
 

43
   

   
 

43
   

   
 

43
   

   
 

42
   

   
 

42
   

   
 

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

-
   

   
-

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

-
   

   
-

   
   

-
   

   
-

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

0
   

   
   

-
   

   
-

   
   

-
   

   
-

   
   

2,
04

8
  

2,
05

8
  

2,
06

7
  

2,
07

5
  

2,
08

3
  

2,
09

0
  

2,
09

7
  

2,
10

4
  

2,
11

0
  

2,
11

6
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

2,
04

5
  

3
   

   
   

13
   

   
 

22
   

   
 

30
   

   
 

38
   

   
 

45
   

   
 

52
   

   
 

59
   

   
 

65
   

   
 

71
   

   
 

1.
00

1.
01

1.
01

1.
01

1.
02

1.
02

1.
03

1.
03

1.
03

1.
03

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section A 
Schedule 6 
Page 4 of 4 
UPDATED

ahale
Underline



Discounting Assumptions

Project Time Horizon 40 years commencing at facilites in-service date of 
01 Dec 17

Discount Rate Incremental after-tax weighted average
 cost of capital of 5.10%

Key DCF Input Parameters,
Values and Assumptions

Net Cash Inflow:
Incremental Distribution Revenue:

General Service rates Approved per EB-2016-0334 Effective January 1, 2017
System Expansion Surcharge (SES) $0.23 / M3
Municipal Financial Support Voluntary Financial Support
Term of SES 12 years
Term of Municipal Financial Support 0 years

Operating and Maintenance Expense Estimated incremental cost

Incremental Tax Expenses:
Municipal Tax Estimated incremental cost
Income Tax Rate 26.50%

CCA Rates:
CCA Classes: Declining balance depreciation rates by CCA class:
Eligible Capital Expenditure (ECE) 7%
Class 51 (Distribution Mains) 6%
Class 51 (Distribution Services) 6%
Class 51 (Measuring & Regulating Equipment) 6%

Cash Outflow:
Incremental Capital Costs Attributed Refer to Schedule  5

Change in Working Capital 5.0513% applied to O&M 

($000'S)

Lambton Shores - Kettle Point
(Project Specific DCF Analysis)

Stage 1 DCF - Listing of Key Input
Parameters, Values and Assumptions
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KETTLE POINT AND LAMBTON SHORES DESIGN AND PIPE SPECIFICATIONS 

POLYETHYLENE PIPING  
  
  
  

Design Specifications  
  
 Design Factor      - 0.40  
 Maximum Operating Pressure    - 550 kPa  
 Test Medium      - Air , Nitrogen, or Water  
 Minimum Test Pressure     - 770 kPa  
 Minimum Depth of Cover (General)   - 0.6 m  
 Minimum Depth of Cover (Road Crossings) - 0.6 m  
 Minimum Depth of Cover (Water Crossings) - 1.2 m  
  
  
Pipe Specifications   
   
 Size       - NPS 4  
 SDR       - 11  
 Description      - C.S.A. Standard B137.4-13  
 
 Size       - NPS 2  
 SDR       - 11  
 Description      - C.S.A. Standard B137.4-13  
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GENERAL TECHNIQUES AND METHODS OF CONSTRUCTION  
 

 
1. Union Gas Limited (“Union”) will provide its own inspection staff to enforce Union’s construction 

specifications and Ontario Regulation 210/01 under the Technical Standards and Safety Act 2000, Oil and 
Gas Pipeline Systems. 
 

2. Pipeline construction is divided into several crews that create a mobile assembly line.  Each crew performs 
a different function, with a finished product left behind when the last crew has completed its work. 
 

3. Union’s contract specifications require the contractor to erect safety barricades, fences, signs or flashers, or 
to use flag persons as may be appropriate, around any excavation across or along a road. Ontario Traffic 
Manual – Book 7 – Temporary Conditions is followed as a minimum requirement for the purpose of traffic 
control. 

 
4. It is Union’s policy to restore the areas affected by the construction of the pipeline to “as close to original 

condition” as possible.  As a guide to show the “original condition” of the area, photosand/or a video will 
be taken before any work commences.  When the clean up is completed, theapproval of the landowner or 
appropriate government authority is obtained. 
 

5. Construction of the pipeline includes the following activities: 
 
 
Locating Running Line  
6. Union establishes the location where the pipeline is to be installed (“the running line”).  For pipelines 

within road allowances, the adjacent property lines are identified and the running line is set at a specified 
distance from the property line as approved by the Municipality. 

 
 
Stringing  
7. The pipe is strung adjacent to the running line.  The joints of pipe are laid end-to-end on supportsthat keep 

the pipe off the ground to prevent damage to the pipe coating. 
 
 
Welding  
8. The pipe is welded / fused into manageable lengths.  The welds in steel pipe are radiographically inspected, 

if required, and the welds are coated. 
 

Burying  
9. Pipe may be buried using either the trench method or the trenchless method.  All utilities that will be 

crossed or paralleled by the pipeline are located by the appropriate utility prior to installing the pipeline.  
Prior to trenching, all such utilities will be hand-located or hydro vacuumed.Trench Method:  Trenching 
is done by using a trenching machine, plough, or hoe excavator depending upon the ground conditions.  
Provisions are made to allow residents access to their property, as required.  Any drainage tiles that the 
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owner is aware of should be marked and will be spotted.  All marked drainage tiles that are cut during the 
trench excavation are flagged to signify that a repair is required. Next, the pipe is lowered into the trench.  
For steel pipe, the pipe coating is tested using a high voltage electrical tester as the pipe is lowered into the 
trench.  All defects in the coating are repaired before the pipe is lowered in.  Next, if the soil that was 
excavated from the trench is suitable for backfill, it is backfilled.  If the soil is not suitable for backfill (such 
as rock), it is hauled away and the trench is backfilled with suitable material such as sand.  After the trench 
is backfilled, drainage tile is repaired.Trenchless Method:  Trenchless methods are alternate methods 
used to install pipelines under railways, roads, sidewalks, trees and lawns.  There are two trenchless 
methods that could be used for the proposed pipeline, depending on the soil conditions, length and size of 
the installation.  These methods are boring (auguring) and directional drilling. 

 
Tie-Ins  
10. The sections of pipelines that have been buried using either the trench or trenchless method are joined    

 together (tied-in). 
 
 
Cleaning and Testing  
11. To complete the construction, the pipeline is cleaned and tested in accordance with Union’s specifications. 
 
 
Restoration  
12. The final activity is the restoration.  The work area is leveled, the sod is replaced in lawn areas and other   

 grassed areas are re-seeded with topsoil and grass seed.  Where required, concrete, asphalt and gravel are   
 replaced to return the areas to as close to the original conditions as possible. 
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Kettle Point Lambton Shores Landowner Listing 

Legal Description:  PT LT 
21 CON 10 BOSANQUET 
AS IN L740835; 
LAMBTON SHORES 

Owner:  Jack Van Geel PIN: 43035-0061(LT) SIZE:  15m x 25m 
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PROJECT SUMMARY 
1. This evidence will update the evidence filed by Union at Exhibit A, Tab 2, Section B of the EB-

2015-0179 proceeding.   

 

2. Municipal Officials, Residents, and Business Owners in the Township of Perth East which 

includes the Town of Milverton and surrounding area [“Project Area”], in the County of Perth, 

have requested natural gas service from Union Gas Limited [“Union”]. 

 

3. In order to meet the demands for natural gas in this area, Union is requesting pursuant to Section 

90 (1) of the Ontario Energy Board Act, approval from the Ontario Energy Board [“OEB”] for 

Leave to Construct pipelines in the Townships of Perth South and Perth East [“Project”].  Union 

is requesting also an order from the OEB pursuant to section 36 (1), as described in earlier 

sections of this evidence. 

 

4. A map showing the Proposed Facilities from a starting point on Union’s Goderich system to the 

town of Milverton and surrounding area can be found at Schedule 1.   

 

5. Additionally, Union is also planning to develop a local distribution network which will service 

approximately 185 customers in the first year of the Project.  These customers are not known at 

the time of the filing.   

 

6. Union currently holds the Certificate of Public Convenience and Necessity (EB-2003-0055) and 

Franchise Agreement (RP-2003-0043/EB-2003-0054), for the County of Perth.  Union currently 

holds the Certificate of Public Convenience and Necessity and Franchise Agreement (EB-2003-

0054, EB-2003-0055), for the Municipality of Perth South. Union currently holds the Certificate 

of Public Convenience and Necessity and Franchise Agreement (EB-2003-0050, EB-2003-

0051), for the Municipality of Perth East. 
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7. The route of the Proposed Facilities was selected in order to optimize economic benefits and 

social features while minimizing environmental impacts. 

 

8. If the Applications are approved, Union forecasts that 739 customers in the Project Area will 

have natural gas service by year 10 of the Project. 

 

9. The total capital cost of the Proposed Facilities for the first 10 years of the Project is $5,976,289.  

These costs include pipeline costs, station costs, and the cost to serve customers. 

 

10. The Project has a net present value ["NPV"] of $73,000 and a profitability index ["PI"] of 1.01. 

 

11. The Municipality has agreed to make a financial contribution to the Project of $41,000 per year 

for 10 years. 

 

12. An Environmental Protection Plan ["EPP"] for the Project was prepared by Union's 

Environmental Planning Department in 2015.  Union's standard construction procedures, 

combined with the appropriate supplemental mitigation measures recommended in the EPP, will 

be employed to address environmental and public concerns.  An update to the original EPP was 

prepared in 2017 and can be found at Schedule 11. 

 

13. Construction of the Proposed Facilities for the Project is expected to begin in the summer of 

2017 with an in serve date of December 2017.  Services will be constructed for the first 10 years 

of the project.     

 

14. The pipeline and station facilities have been optimized to meet the forecast future growth 

proposed in the Milverton area.   

 

15. No provincial grants or aids to construct are required for the Project. 
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MARKET PROFILE  

Community Profile 
16. The Project Area includes the communities of Milverton, Rostock, and Wartburg as well as the 

residents and businesses between Sebringville and Milverton.  

 

17. The community of Milverton is located in south-western Ontario, in the County of Perth, 

approximately 27 kilometres north of the City of Stratford and 43 kilometres west of Kitchener-

Waterloo.  According to the 2011 census, Milverton has a population of 1,519.  

 

18. Potential customers include; residential customers, retail customers, industrial manufacturing 

facilities and support industries for the surrounding agricultural community. 

 

19. In 2015, there were a total of 555 existing residential dwellings, 55 existing multi-family 

residential units and 65 commercial establishments in Milverton which could potentially be 

served with natural gas.  According to the approved municipal plan for Milverton, there are 4 

approved subdivision plans totalling 206 lots available for residential use and 26 industrial 

properties zoned for new industrial use. In 2016, there are two residential subdivisions under 

development.  Along the pipeline between Sebringville and Milverton there are an estimated 28 

residential dwellings and 15 commercial establishments. 

 

20. Rostock and Wartburg are small communities located between Sebringville and Milverton.  Each 

community is located on Perth Rd 135 approximately 2 km away from the high pressure pipeline 

that is proposed to service Milverton. 

 
21. Rostock and Wartburg are residential communities surrounded by agricultural lands. 

 
22. There are currently a total of 127 existing residential dwellings and 16 commercial 

establishments in Rostock and Wartburg. 

 
23. In the Project Area, there are currently a total of 710 existing residential dwellings, 55 multi-
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family residential units, and 96 commercial establishments which could potentially be served 

with natural gas.    

 

 

Residential and Commercial Surveys 
24. To update the telephone survey that was completed in 2015 a new survey was completed for the 

Project Area in 2017. The survey informed residents and businesses about the Project, estimates 

of the cost to convert to natural gas, and information regarding a surcharge to contribute towards 

the cost of the Project.  The survey also requested information pertaining to dwelling 

characteristics, use of dwelling, current fuel type and interest in converting to natural gas-fuelled 

appliances.  

 

25. Of the 961 potential residential and commercial customers in the Project Area, 245 have 

completed the telephone survey, representing a 28% response rate.  

 

Customer Attachment Forecast 
26. Union is forecasting a total of 525 existing residential, 41 existing multi-family residential, 100 

new residential, 66 existing medium and small commercial, 6 existing large commercial, and 1 

existing seasonal customers will be attached by the tenth year of the Project as outlined in the 

customer attachment forecast in Schedule 2. 

 

27. For the Top 3 box scores (extremely likely, very likely, and likely to convert), the results of the 

telephone survey described above indicate that 74% of the people surveyed are interested in 

obtaining natural gas service. The telephone survey provided residents information about the 

system expansion surcharge.   

 

28. Based on discussions with the Milverton Business Association, Union has assumed 100% of the 

large commercial and seasonal customers will attach.   
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29. Union asked participants of the survey, who were interested in converting, the timing of when 

they would attach, and 96% indicated they would do so in the first three years.  Union has taken 

a conservative approach and have spread the attachments over ten years, which is reflected in 

Schedule 2. 

 

30. Union has reviewed the approved municipal plan and had discussions with municipal officials 

related to new residential attachments in the Project Area.  According to municipal officials 

there is activity in two of the four approved subdivisions identified above in the Community of 

Milverton. 

 

31. Union has received support from the Township of Perth East, Knollcrest Lodge (nursing home), 

the Avon Maitland District School Board and the Milverton Business Association.  Letters of 

support for the Project are included in Schedule 3. 

 

PROPOSED FACILITIES 
32. The pipeline will connect to the Goderich lateral in the village of Sebringville.  The NPS 4 steel 

pipeline will go north within the road allowance of County of Perth Road and Perth East 

Township Road 130 for approximately 17 kilometres.  The pipeline will travel northwest 

approximately 4 kilometres within the road allowance of County Road 119 and 131 to the 

Community of Milverton.   At the south end of Milverton there will be a Distribution Regulating 

station installed to reduce the pressure of the pipeline.  Distribution Regulating stations will be 

installed to reduce pressures of the pipelines to Rostock and Wartburg.  A schematic drawing 

showing the Project is provided in Schedule 4.   

 

33. The pipelines identified above have been optimized to meet the forecast future growth in the 

Project Area. 

 

34. From the three Distribution stations, which are proposed to service Rostock, Wartburg, and 

Milverton, local distribution networks will be constructed to service residents in the three areas. 
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35. Union has explored a CNG supply model to service Milverton which Union filed in response to 

Exhibit B.FRPO.1 of the EB-2015-0179 proceeding.   

 
36. In the response to this IR, Union estimated the capital costs for a CNG alternative for Milverton 

only, excluding Wartburg and Rostock, exceeded the cost of a traditional pipeline supplied 

project by $4.9 million.  In addition to the higher capital costs, the annual operating costs for the 

CNG alternative are higher by over $400 per year per attached customer compared to a 

traditional pipeline.  As a result, Union is proceeding with a traditional pipeline to service the 

communities of Milverton, Rostock, and Wartburg. 

 

PROJECT COSTS 
37. The total estimated cost for the Proposed Project is $5,976,289 for the first 10 years of the 

Project.  This cost includes all pipeline costs of $4,686,995 and the cost of services of 

$1,289,294 for the first 10 years of the Project. 

 

38. The estimated first year capital costs for the construction of the Proposed Facilities including 

service costs are provided in Schedule 5a.  The estimated costs cover all costs related to 

materials, construction and labour required to construct distribution mains, and regulating 

stations.  This figure also includes estimated land costs and environmental costs.   

 

39. A year by year breakdown of the proposed capital costs of the Project for the first 10 years of 

the Project can be found at Schedule 5b. 

 

ECONOMIC FEASIBILITY 
40. The Proposed Facilities are required to expand natural gas distribution to the Project Area. 

 

41. A standalone Discounted Cash Flow (“DCF”) analysis was completed for the proposed 

expansion.  Union has employed an economic feasibility test consistent with the Board’s 
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recommendations in the E.B.O. 188 Report on Natural Gas System Expansion.   

 

42. The DCF for the Project Area can be found at Schedule 6.  This Schedule indicates a Net 

Present Value (“NPV”) of $73,000 and Profitability Index (“PI”) of 1.01.   

 
43. The DCF is based on capital of $5,976,289. Capital used in the DCF can be found in Schedule 

5a and 5b. 

 

44. The DCF includes the collection of the System Expansion Surcharge (“SES”) at a rate of $0.23 

per m3. The SES term will have a termination date as of the end of the calendar year (Dec 31 

2032); approximately 15 years and 1 month from the forecast in-service date of Dec 1 2017.  

 
45. The municipal financial contribution to the project is $41,000 per year for 10 years.  Schedule 3 

provides the endorsement form the council of the Township of Perth East for the financial 

contribution towards the Project 

 
46. The project economics include a cost of $126,500 (system advancement cost).  This is the NPV 

of the cost for the change in timing of the reinforcement costs of the upstream system supplying 

the area (Forest Hensal Goderich system). Specifically the advancement cost recognizes an 

estimate of a reinforcement cost of $ 1,871,400 to occur in year 2020 as compared to the need 

for the reinforcement in 2022 without the demands from the Project Area.  

 

47. Schedule 7 provides the key inputs, parameters and assumptions used in completing the DCF 

analysis. 

 

48. No provincial grants or aids to construct will be required for this Project. 
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DESIGN AND CONSTRUCTION 
 
Design and Pipe Specifications  
49. The design and pipe specifications are outlined in Schedule 8.  All the design specifications are 

in accordance with the Ontario Regulations 210/01 under the Technical Standards and Safety Act 

2000, Oil and Gas Pipeline Systems.  This is the regulation governing the installation of pipelines 

in the Province of Ontario. 

 

50. The Ontario regulations include a classification system on land use and population density to 

determine the appropriate design factors.  A class location unit is defined as the area that extends 

200 metres on either side of the centreline of any continuous 1.6 kilometre length of pipeline.   

 

51.   Class Location Designations will be in accordance with Table 4.1 of CSA Z662-15. 

 

52. Based on preliminary analysis the existing class location designations along the steel pipeline are 

Class 1 and 2 and could be as high as 3.  The steel pipeline has been designed with a standard 

wall thickness that exceeds the requirements of CSA Z662-15.  The proposed steel pipeline will 

be designed for Class 3 location. 

 

53. The steel pipe will be manufactured by the electric resistance welding or submerged arc weld 

process in accordance with the Canadian Standards Association Z245.1-15 Steel Pipe.  The pipe 

specifications are designed to provide the maximum operating pressure of 3450 kPa. The steel 

pipeline will be tested in accordance with the requirements of the Ontario Regulation 210/01. 

 

54. For the steel pipe, the hoop stress at maximum operation pressure, expressed as a percentage of 

the specified minimum yield strength ["SMYS"], is as follows:  

Pipe Wall Thickness [mm] Grade [MPa] % SMYS 

NPS 4 4.8 290 14.2 
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55. The steel pipeline design is in accordance with the Technical Safety and Standards Authority 

Guidelines for locating New Oil & Gas Facilities. Since the design hoop stress is less than 40% 

of the Specified Minimum Yield Strength (“SMYS”), the minimum setback distances required 

by the guidelines do not apply.   

 

56. All polyethylene pipe and fittings will be manufactured and certified in accordance with the 

Canadian Standards Association B137.4-13 Polyethylene (PE) Piping systems for Gas Services.  

The pipe specifications are designed to provide the maximum operating pressure of 550 kPa.  

The pipeline will be tested in accordance with the requirements of the Ontario Regulation 

210/01. 

 

57. The minimum depth of cover to the top of the pipe and pipe appurtenances will be in accordance 

with the requirements of Clause 12.4.7 and 12.4.8 of the CSA Z662-15 for polyethylene piping 

and steel piping. 

 

Construction Procedures and Project Schedule 
58. The Proposed Facilities will be constructed using Union's standard practices and procedures and 

will be in compliance with the mitigation measures identified in the Environmental Protection 

Plan ["EPP"].  Schedule 9 provides a summary of Union's standard construction methods.  

Union's construction procedures are continually updated and refined to minimize potential 

impacts to the lands and the public. 

 

59. Material is readily available for the Project and Union foresees no problem in obtaining a 

contractor to complete the proposed construction.  The EPP will be provided to the contractor. 

 

60. Schedule 10 provides the proposed construction schedule for the Project.  Construction of the 

Proposed Facilities is expected to begin in summer of 2017 with an in service date of December 

2017.  Services will be constructed for the first 10 years of the project. 
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61. Approvals are pending from the County of Perth, Upper Thames and Grand River Conservation 

Authorities, Ministry of Transportation, Goderich Exeter Railway, and the Township of Perth 

East (Milverton, Rostock, and Wartburg).  

 

ENVIRONMENTAL MATTERS 
62. The original EPP for the proposed pipeline was prepared by Union's Environmental Planning 

Department in 2015 and was filed with the Board as Exhibit A, Tab 2, Section B, Schedule 11 as 

part of the EB-2015-0179 proceeding. The EPP was prepared to meet the intent of the Board's 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario" [2011].  An update to the original EPP was prepared in 2017 in 

anticipation of the Project being constructed in 2017 and can be found at Schedule 11.  

 

63. The objectives of the EPP are to: 

 

a) document existing environmental features; 

 

b) identify agency, First Nations, Métis Nation of Ontario and public concerns; 

 

c) identify potential environmental impacts as a result of construction;  

 

d) present mitigation techniques to minimize environmental impacts; and 

 

e)  provide pipeline contractors and environmental inspectors involved in the construction of the 

pipeline with general and site-specific guidelines for environmental protection that supplement 

Union's construction specifications. 

 

64. The original EPP was prepared before the scope of the Project was finalized.  As such, some 

areas shown in the original EPP may not be included in the Project. 
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65. All pipelines will be constructed in the manner recommended and described in the Board 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario". 

 

66. A copy of the original EPP has been submitted to the Ontario Pipeline Coordinating Committee 

(“OPCC”), local municipalities, government agencies, First Nations and the Métis Nation of 

Ontario. A summary of comments and Union’s response can be found in the EPP update. 

 

67. There are a number of watercourse crossings associated with this Project and a final count will 

be confirmed with the Grand River and Upper Thames River Conservation Authorities.  Union 

will follow all permit conditions from the Regulating Agencies. 

 

68. When the Project is constructed, the most up-to-date construction specifications will be 

followed. 

 

69. Union will ensure that the recommendations in the EPP, commitments and the conditions of 

approval are followed.  An environmental inspector will be assigned to the Project to ensure that 

all activities comply with all of the Board’s conditions of approval. 

 

70. The results of the EPP and update indicate that the environmental and socio-economic effects 

associated with construction of the Project are generally short-term in nature and minimal.  

There are no significant cumulative effects as a result of this pipeline construction. 

 

LAND MATTERS 
71. The Proposed Facilities will be located within road allowances.   

 

72. Union has been advised by the County of Perth that they will be contacting the landowners 

along the current travelled road and will be acquiring any necessary land right to incorporate the 
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travelled road within the actual road allowance, to ensure that the Proposed Pipeline is located 

within road allowance. 

 

73. A Distribution Station in Milverton will be required.  Based on preliminary discussions Union 

does not anticipate any issues obtaining the necessary land rights required for the station.  

Distribution Stations will also be required for Rostock and Wartburg, these stations will be 

installed within road allowance and no permanent land rights are required. 

 

74. A table summarizing all the land requirements can be found in Schedule 12. 

 

INDIGENOUS AND MÉTIS CONSULTATION 
75. Union has a long standing practice of consulting with First Nations and Métis, and has programs 

in place whereby Union works with them to ensure they are aware of Union’s projects and have 

the opportunity to participate in both the planning and construction phases of the Project. 

 

76. Union has an extensive data base and knowledge of First Nations and Métis organizations in 

Ontario and consults with the Tribal organizations and the data bases of the Ministry of Natural 

Resources, Ministry of Aboriginal Affairs and Indiginous and Northern Affairs Canada to ensure 

consultation is carried out with the most appropriate groups. 

 

77. Union has signed a General Relationship Agreement with the Métis Nation of Ontario which 

describes Union’s commitments to the Métis when planning and constructing pipeline projects. 

 

78. The following First Nations and Métis were notified by email/letter regarding the Project. The 

email/letters were sent out on May 5 , 2015 

Chief Ava Hill Six Nations of the Grand First Nations 

Lonny  Bomberry Director of Lands Resource and Consultation 

Chief Bryan LaForme Mississaugas of New Credit First Nation 
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Mark LaForme Director of Lands Resource and Consultation 

Chief Chris Plain Aamjiwnaang First Nation 

Sharilyn Johnston Environmental Coordinator Aamjiwnaang 

First Nation 

Chief Dan Miskokomon Walpole Island First Nation 

Dean Jacobs Walpole Island First Nation 

Chief Joe Miskokomon Chippewa of the Thames First Nation 

Rolanda Elijah Chippewa of the Thames First Nation 

Chief Louise Hillier Caldwell First Nation 

Aly Alibhai Director of Lands Resources and 

Consultation Métis Nation of Ontario 

 

79. Since the information was sent out, Union received only one response from the Chippewa of the 

Thames First Nation that this project was not in their traditional territory and they did not need to 

be consulted further. 

 

80. Union will continue to meet and consult with the First Nations and the Métis organizations noted 

above if questions arise regarding this project. 

 

81. During construction, Union has inspectors in the field who are available to First Nation’s and 

Métis Nation of Ontario as a primary contact to discuss and review any issues that may arise 

during construction. 

 

82. When Union completes the necessary archaeological assessments for the Project Union will 

consult with and provide the result of the surveys to any First Nations or Métis upon their 

request. 

 
 



MILVERTON, ROSTOCK & WARTBURG - Community Expansion Key Plan 
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Dear James Whittaker, Union Gas  

Re: OEB application EB-2015-0179 

We understand that Union Gas will be filing an updated proposal with the Ontario Energy Board in the -

spring seeking approval to provide service to the community of Milverton, Township of Perth East, 

County of Perth.  

The understanding of the Milverton Business Association is that the Union Gas application will include a 

proposal to apply a surcharge to the standard natural gas rate for a period of 15 years for the Milverton 

project. The extension of natural gas to our community will provide economic development 

opportunities and cost savings for the members of the MBA. 

We are writing this letter to confirm that the MBA has reviewed key concepts that Union Gas expects to 

include in the filing with the Ontario Energy Board, and that we support those concepts summarized 

below: 

• The application of an additional temporary volumetric rate which would be applied as an 

additional line item to the bills of customers who connect to the system installed as part of 

these projects for a period of 15 years. 

• Agreement by the municipality to provide a voluntary contribution towards the project 

economics 

We believe that the public benefits of extending natural gas infrastructure to additional communities in 

Ontario should be a key consideration in addressing Union’s proposal. These benefits include the annual 

energy savings our members would experience, reduced costs for our existing businesses, and remove a 

local economic barrier for our community.  

For these reasons we fully support the concepts that Union Gas will propose in their application. 

 

Jeremy Matheson  

President 

Milverton Business Association 
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March 3, 2017 
 
James Whittaker, 
Manager, Community Expansion 
Union Gas Limited 
109 Commissioners Rd West 
London, Ontario 
N6A 4P1 
 
RE:  Filling Application Number EB-2015-0179 
 
Knollcrest Lodge Long-Term Care Home, in Milverton, was incorporated in 1972 as a 
charitable, non-profit organization.  Over 44 years, we have maintained a reputation for 
providing a high Quality of Care and Quality of Life to our Residents and community 
Clients.  In rural areas, non-profits such as Knollcrest Lodge must often take the lead in 
developing local services, and are often the only organizations capable of doing this, 
with the skills, knowledge, resources, volunteer base, and experienced staff.  We 
continue to implement progressive Long-Term Care and Community Wellness programs, 
and meet the changing needs of this community.  We have over 90 professional, highly-
trained staff, and 200+ volunteers.  We are the largest employer in Perth East. 
 
We have an extensive “inventory” of services and programs that we deliver to the public 
every day in three main areas – Long-Term Care, Seniors Housing, and Community Care 
and Wellness.  We have grown our campus to include a Physiotherapy Service, the 
Milverton & District Medical Centre, a Midwives Clinic, Medical Lab services, a Legal 
service, a Dental Clinic, and a Mother and Young Child clinic.  We have established 
strategic partnerships in our programs and services to ensure longevity and community 
focus, such as the Ministry of Health, the South West LHIN, the Municipality and Perth 
County.   
 
However, as an independent charitable organization facing almost static funding, our 
cash flow is an ongoing concern.  Since our redevelopment in 2008, Knollcrest has been 
servicing a $4 million mortgage; this means that an extra $22,000 per month above and 
beyond our operating requirements must be found in the budget.  Our operation – the 
services we provide and the jobs they represent – is increasingly at risk from financial 
pressures.  For your information, access to Natural Gas would save Knollcrest Lodge 
approximately $35,000 per year, since we currently use propane. That $35,000 savings 
would certainly make a difference in our ability to provide the required quality care, 
and, indeed, have a significant impact on this organization’s viability in the long term.  
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We are dismayed and frustrated that this project is taking so long to get started. We 
would appreciate every effort by the Ontario Energy Board to expedite the process.  
We strongly support the submission made by Union Gas on this topic. From our 
perspective, there are too many factors related to both community services and 
employment to sustain further delay.  
 
 
 
Louise Hasenpflug, Board Chair Susan Rae, CEO 
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Integrity        Teamwork        Service        Continuous Improvement        Fiscally Responsible 
 

Page 1 of 2 

Township of Perth East 

P.O. Box 455, 25 Mill Street East    Phone-    (519) 595-2800 

Milverton, Ontario   N0K 1M0    Fax-        (519) 595-2801 

                                      
                  

 

March 13, 2017 
 
James Whittaker, P.Eng 
Manager, Community Expansion 
Union Gas Limited  
109 Commissioners Rd W  
London, ON N6A 4P1 
 
Re:  Union Gas Proposal – Extension of Service to Milverton, Wartburg, and Rostock 
 

 
It is the Township of Perth East’s understanding that following the second favorable Feasibility 
Assessment recently conducted in Milverton, Wartburg, Rostock and the surrounding area, that 
Union Gas will be filing an amended proposal (EB-2015-0179) with the Ontario Energy Board 
seeking approval to provide service to Milverton, Wartburg, Rostock and the surrounding area, 
which is located in the Township of Perth East. Our understanding is that the Union Gas 
application EB-2015-0179 will be updated to reflect the guidelines that apply to extending natural 
gas service to new communities that the Ontario Energy Board recently endorsed in its Generic 
Hearing EB 2016-004. 
  
The purpose of this letter is to confirm that the Township of Perth East has reviewed key 
concepts that Union Gas expects to include in the filing with the Ontario Energy Board, and that 
elected municipal representatives support those concepts, which are summarized below: 
 

• The application of an additional temporary volumetric rate which would be applied 
by Union Gas as an additional line item to bills of customers who connect to the 
system installed as part of these projects for a period of 15 years, and which 
amounts to something in the range of $500 per year (23 cents per m3) for an 
average residential customer. 

• Agreement by the municipality to provide a voluntary contribution towards the 
project economics at an amount of $41,000 per year for 10 years.  
 

Our municipal leaders believe that the public benefits of extending natural gas infrastructure to 
Milverton should be a key consideration in the OEB addressing Union’s application. These 
benefits include the annual energy savings our constituents would experience, reduced costs for 
our existing businesses, schools, senior’s residence, and remove a local economic barrier for our 
community. Completion of this undertaking will result in savings conservatively estimated at 
$650,000 annually which is significant for a population of only 1,700 within the area to be 
serviced.  We are confident that this will enable growth and development within our community, 
which has been stalled by the delay in approval of this undertaking. 
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For these reasons we fully support the Union Gas application as outlined above. 
 
Sincerely, 
 
Original signed by 
 
Glenn Schwendinger 
Chief Administrative Officer  
 
cc Theresa Campbell, Municipal Clerk 
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TOTAL ESTIMATED CAPITAL COSTS – YEAR 1 
 
 

MILVERTON, ROSTOCK, 
WARTBURG 

 EXPANSION PROJECT 
 
Total Materials $702,533  
  $702,533 
Total Contract Cost $2,827,919  
  $2,827,919 
Total Company Costs $81,102  
  $81,102 
Miscellaneous (XRay, Construction Survey, Lands) $458,443  
  $458,443 
Station Labour and Materials $348,703  
  $348,703 
Contingency $196,000  
  $196,000 
Interest During Construction $0  
   
Service Costs $418,556  
  $418,556 
 
Total Estimated Capital Costs 

  
$5,033,256 
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Milverton, Wartburg, Rostock

 Proposed Capital ($000's) 1 2 3 4 5 6 7 8 9 10
 Total

 Pipeline & Station Capital (1) 4,687 4,615 8 8 8 8 8 8 8 8 8
 Service , M&R Installation 1,289 419 271 105 77 63 76 69 76 70 63
 Total 5,976 5,033 279 113 85 71 84 77 84 78 71
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Discounting Assumptions

Project Time Horizon 40 years commencing at facilties in-service date of 
01 Dec 17

Discount Rate Incremental after-tax weighted average
 cost of capital of 5.10%

Key DCF Input Parameters,
Values and Assumptions

Net Cash Inflow:
Incremental Distribution Revenue:

General Service rates Approved per EB-2016-0334 Effective January 1, 2017
System Expansion Surcharge (SES) $0.23 / M3
Municipal Financial Support Voluntary Financial Support
Term of SES 15 years from In-service to end of Dec 2032
Term of Municipal Financial Support 10 years

Operating and Maintenance Expense Estimated incremental cost

Incremental Tax Expenses:
Municipal Tax Estimated incremental cost
Income Tax Rate 26.50%

CCA Rates:
CCA Classes: Declining balance depreciation rates by CCA class:
Class 51 (Distribution Mains) 6%
Class 51 (Distribution Services) 6%
Class 51 (Measuring & Regulating Equipment) 6%

Cash Outflow:
Incremental Capital Costs Attributed Refer to Schedule  5

Change in Working Capital 5.0513% applied to O&M 

($000'S)

Milverton, Wartburg, Rostock
(Project Specific DCF Analysis)

Stage 1 DCF - Listing of Key Input
Parameters, Values and Assumptions
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 MILVERTON, ROSTOCK, WARTBURG DESIGN AND PIPE SPECIFICATIONS  

STEEL AND POLYETHYLENE PIPING  
 
 

Steel Design Specifications  
Design Factor      - 0.8   
Design Class Location     - 3  
Location  Factor (General)     - 0.700   
Location  Factor (Road)    - 0.625   
Location  Factor (Rail)     - 0.625   
Maximum Operating Pressure   - 3450 kPa  
Test Medium      - Air , Nitrogen, or Water  
Minimum Test Pressure     - 4830 kPa  
Minimum Depth of Cover (General)    - 0.6 m  
Minimum Depth of Cover (Road Crossings)   - 0.6 m  
Minimum Depth of Cover (Water Crossings)  - 1.2 m  
Minimum Depth of Cover (Rail  Crossings)  - 2.0 m  

 
Steel Pipe Specifications   
Size       - NPS 4  
Outside Diameter      - 114.3 mm  
Wall Thickness       - 4.8 mm  
Grade       - 290 MPa  
Type    - Electric Resistance Weld or 

Submerged Arc Weld  
Description       - C.S.A. Standard Z245.1-14  
Category       -Cat I, M5C  
Coating       -Yellow Jacket, Dual Layer FBE  
%SMYS       -14.2%  

 
Polyethylene Pipe Design Specifications  
Design Factor      - 0.40  
Maximum Operating Pressure    - 550 kPa  
Test Medium      - Air , Nitrogen, or Water  
Minimum Test Pressure     - 770 kPa  
Minimum Depth of Cover (General)   - 0.6 m 
Minimum Depth of Cover (Road Crossings)   - 0.6 m  
Minimum Depth of Cover (Water Crossings)  - 1.2 m  
 
Polyethylene Pipe Specifications  
Size        - NPS 4  
SDR        - 11  
Description       - C.S.A. Standard B137.4-13  
 
Size        - NPS 2  
SDR        - 11  
Description       - C.S.A. Standard B137.4-13  
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GENERAL TECHNIQUES AND METHODS OF CONSTRUCTION  
 

 
1. Union Gas Limited (“Union”) will provide its own inspection staff to enforce Union’s construction 

specifications and Ontario Regulation 210/01 under the Technical Standards and Safety Act 2000, Oil and 
Gas Pipeline Systems. 
 

2.  Pipeline construction is divided into several crews that create a mobile assembly line.  Each crew 
performs a different function, with a finished product left behind when the last crew has completed its 
work. 
 

3.  Union’s contract specifications require the contractor to erect safety barricades, fences, signs or flashers, or 
to use flag persons as may be appropriate, around any excavation across or along a road. Ontario Traffic 
Manual – Book 7 – Temporary Conditions is followed as a minimum requirement for the purpose of traffic 
control. 

 
4.  It is Union’s policy to restore the areas affected by the construction of the pipeline to “as close to original 

condition” as possible.  As a guide to show the “original condition” of the area, photosand/or a video will 
be taken before any work commences.  When the clean up is completed, theapproval of the landowner or 
appropriate government authority is obtained. 
 

5. Construction of the pipeline includes the following activities: 
 
 
Locating Running Line  
6. Union establishes the location where the pipeline is to be installed (“the running line”).  For pipelines 

within road allowances, the adjacent property lines are identified and the running line is set at a specified 
distance from the property line as approved by the Municipality. 

 
 
Stringing  
7. The pipe is strung adjacent to the running line.  The joints of pipe are laid end-to-end on supportsthat keep 

the pipe off the ground to prevent damage to the pipe coating. 
 
 
Welding  
8.  The pipe is welded / fused into manageable lengths.  The welds in steel pipe are radiographically inspected, 

if required, and the welds are coated. 
 

Burying  
9. Pipe may be buried using either the trench method or the trenchless method. All utilities that will be crossed 

or paralleled by the pipeline are located by the appropriate utility prior to installing the pipeline.  Prior to 
trenching, all such utilities will be hand-located or hydro vacuumed. Trench Method: Trenching is done by 
using a trenching machine, plough, or hoe excavator depending upon the ground conditions.  Provisions 
are made to allow residents access to their property, as required.  Any drainage tiles that the owner is aware 
of should be marked and will be spotted.  All marked drainage tiles that are cut during the trench 
excavation are flagged to signify that a repair is required. Next, the pipe is lowered into the trench.  For 
steel pipe, the pipe coating is tested using a high voltage electrical tester as the pipe is lowered into the 
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trench.  All defects in the coating are repaired before the pipe is lowered in.  Next, if the soil that was 
excavated from the trench is suitable for backfill, it is backfilled.  If the soil is not suitable for backfill (such 
as rock), it is hauled away and the trench is backfilled with suitable material such as sand.  After the trench 
is backfilled, drainage tile is repaired.Trenchless Method:  Trenchless methods are alternate methods 
used to install pipelines under railways, roads, sidewalks, trees and lawns.  There are two trenchless 
methods that could be used for the proposed pipeline, depending on the soil conditions, length and size of 
the installation.  These methods are boring (auguring) and directional drilling. 

 
Tie-Ins  
10. The sections of pipelines that have been buried using either the trench or trenchless method are joined  

 together (tied-in). 
 
 
Cleaning and Testing  
11. To complete the construction, the pipeline is cleaned and tested in accordance with Union’s specifications. 
 
 
Restoration  
12. The final activity is the restoration.  The work area is leveled, the sod is replaced in lawn areas and other  

 grassed areas are re-seeded with topsoil and grass seed.  Where required, concrete, asphalt and gravel are  
 replaced to return the areas to as close to the original conditions as possible. 
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Milverton Landowner Listing 

Legal Description:  PT 
LOT 7 CONCESSION 3 
(MORNINGTON) PARTS 
1, 2 & 3, 44R3679; PERTH 
EAST 

Owner:  Growmark Inc. PIN:  53065-0325(LT) SIZE:  15m x 25m 
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PROJECT SUMMARY 
1. This evidence will update the evidence filed by Union at Exhibit A, Tab 2, Section C of the EB-

2015-0179 proceeding. 

 

2. First Nations Officials, Residents, and Business Owners in the Delaware Nation of Moraviantown 

[“Project Area”], have requested natural gas service from Union Gas Limited [“Union”].  The 

Project Area is located in the Municipality of Chatham-Kent. 

  

3. Union had identified a specific area where construction of pipelines will take place.  The streets 

that Union intends to service are:  Norton Line, Knoll Road, School House Road, Lunaapeew Rd 

and Littlejohn Road/Corn Plant Rd ending at Austin Line [“Project’].   

 

4. This Project does not require Leave to Construct approval.  In order to provide the Ontario Energy 

Board with information about this Project, Union has prepared an information package describing 

the Project.  Union is requesting an order from the OEB pursuant to section 36 (1), as described in 

earlier sections of this evidence. 

 

5. Delaware Nation of Moraviantown is a First Nation community located along the Thames River 

near Thamesville, Ontario covering an area of approximately 13 square kilometers.  

Moraviantown is inhabited by the Lenape (Lunaapeew) People of the Delaware First Nation, with 

approximately 550 residents living in the community and a total Band membership of over 1000.  

 

6. A map showing the location of the Delaware Nation of Moraviantown can be found at Schedule 1. 

 

7. Union currently holds the Certificate of Public Convenience and Necessity (RP-2005-0016/EB-

2005-0312) and Franchise Agreement (RP-2005-0016/EB-2005-0313), for the Municipality of 

Chatham-Kent. 
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8. The route of the Proposed Facilities was selected in order to optimize economic benefits and 

social features while minimizing environmental impacts. 

  

9. If the Application is approved, Union forecasts that 38 customers in the Project Area will have 

natural gas service by year 10 of the Project (20 residential and 18 commercial). 

  

10. The total capital cost of the Proposed Facilities for the first 10 years of the Project is $563,873. 

These costs include pipeline costs, station costs, and the cost to service customers. 

 

11. The Project has a net present value ["NPV"] of $0 and a profitability index ["PI"] of 1.0. 

 

12. This profitability index of 1.0 is based on an Aid to Construct of $311,467, and a financial 

contribution from the First Nation of $5,000 per year for the first 10 years of the Project. 

 

13. This Project is contingent upon approval of a grant from the province or the payment of an aid to 

construct from another party.  In absence of this funding the Project will not proceed. 

  

14. An Environmental Protection Plan [“EPP”] for the Project was prepared by Union’s 

Environmental Department in 2015.  The comments of various provincial and municipal agencies 

and the public have been sought and considered in the development of the EPP.  Union's standard 

construction procedures, combined with the appropriate supplemental mitigation measures 

recommended in the EPP, will be employed to address environmental and public concerns.  An 

update to the original EPP was prepared in 2017 and can be found at Schedule 11.   

  

15. Construction of the Proposed Facilities for the Project is expected to commence in 2017 with an in 

service date of December 2017, contingent on receipt of the necessary aid to construct.  Services 

will be constructed for the first ten years of the Project 
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MARKET PROFILE  
Community Profile 
16. Delaware Nation of Moraviantown is a First Nations community located along the Thames River 

near Thamesville, Ontario, covering an area of approximately 13 km². Delaware Nation of 

Moraviantown is inhabited by the Lenape (Lunaapeew) People of the Delaware First Nation, with 

approximately 550 residents living in the community and a total Band membership of over 1000. 

 

Residential and Commercial Survey 
17. Union did not complete a survey of residential customers in the Delaware Nation of 

Moraviantown rather Union has relied on surveys completed in other First Nations in south-

western Ontario.  A door-to-door survey was completed in the Fall of 2015 for Kettle and Stony 

Point First Nation.  The attachment rate identified during this survey has been applied to the 

potential residential customers in the Delaware Nation of Moraviantown to determine total 

customer attachments for this project for the purposes of this application.  The overall attachment 

rate applied was 100% for commercial and industrial customers in year 1.  For residential 

customers an attachment rate of 38% is expected over 10 years. 

  

Customer Attachment Forecast 
18. Union is forecasting a total of 20 existing residential and 18 existing small and medium 

commercial will be attached by the tenth year of the Project as outlined in the customer 

attachment forecast in Schedule 2. 

 

19. Union has met with the Delaware Nation of Moraviantown on numerous occasions.  The 

Delaware Nation of Moraviantown support bringing natural gas to the area.  

 

20. A Letter of Support for the Project is included in Schedule 3. 
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PROPOSED FACILITIES  
21. The pipelines in the Project can be described as follows.  The pipeline will start at the existing 

facilities on Norton Line and continuing southeast on Knoll Road, east on School House Road, 

and north on Littlejohn Rd/Corn Plant Road ending at Austin Line.  A schematic drawing showing 

the Project is provided in Schedule 4.   

 

22. The pipelines identified above have been sized to meet the forecasted growth in the Project Area 

as per Schedule 2.   

 

 

PROJECT COSTS  
23. The total estimated cost for the Project is $563,873 for the first 10 years of the Project.  This cost 

includes all pipeline costs of $463,243 and the cost of services of $100,630 for the first 10 years 

of the Project. 

 

24. The estimated first year capital costs for the construction of the Proposed Facilities including 

service costs are provided at Schedule 5a.  The estimated costs cover all costs related to materials, 

construction and labour required to construct distribution mains.  This figure also includes 

environmental costs.  

 

25. A year by year breakdown of the proposed capital costs of the Project for the first 10 years of the 

Project can be found at Schedule 5b. 

 

ECONOMIC FEASIBILITY  
26. The Proposed Facilities are required in order to expand natural gas distribution to the Project 

Area. 
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27. A standalone Discounted Cash Flow (“DCF”) analysis was completed for the proposed 

expansion.  Union has employed an economic feasibility test consistent with the Board’s 

recommendations in the E.B.O. 188 Report on Natural Gas System Expansion.   

 

28. The DCF can be found at Schedule 6.  This Schedule indicates a Net Present Value (“NPV”) of 

$0 and Profitability Index (“PI”) of 1.00 including an Aid to Construct of $311,467.  The DCF is 

based on capital of $563,873. Capital used in the DCF can be found in Schedule 5a and 5b. 

 

29. The DCF includes the collection of the System Expansion Surcharge (“SES”) at a rate of $0.23 

per m3. The SES term will have a termination date as of the end of the calendar year (December, 

31 2057); 40 years and 1 month from the forecast in-service date of December, 1 2017. 

 
30. The financial contribution from the First Nation to the project is $5,000 per year for 10 years. 

  

31. This Project is contingent upon approval of a grant from the province or the payment of an aid to 

construct from another party.  In absence of this funding the Project will not proceed. 

 
32. No upstream reinforcement is required to complete this project.  

 

33. Schedule 7 provides the key inputs, parameters and assumptions used in completing the DCF 

analysis. 

 
 

DESIGN AND CONSTRUCTION 
34. The design and pipe specifications are outlined in Schedule 8.  All the design specifications are in 

accordance with the Ontario Regulations 210/01 under the Technical Standards and Safety Act 

2000, Oil and Gas Pipeline Systems.  This is the regulation governing the installation of pipelines 

in the Province of Ontario. 
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35. All polyethylene pipe and fittings will be manufactured and certified in accordance with the 

Canadian Standards Association B137.4-13 Polyethylene (PE) Piping systems for Gas Services.  

The pipe specifications are designed to provide the maximum operating pressure of 550 kPa.  The 

pipeline will be tested in accordance with the requirements of the Ontario Regulation 210/01. 

 

36. The minimum depth of cover to the top of the pipe and pipe appurtenances will be in accordance 

with the requirements of Clause 12.4.7 and 12.4.8 of the CSA Code Z662-15 for polyethylene 

piping.   

 

Construction Procedures and Project Schedule  
37. The Proposed Facilities will be constructed using Union's standard practices and procedures and 

will be in compliance with the mitigation measures identified in the Environmental Protection 

Plan ["EPP"].  Schedule 9 provides a summary of Union's standard construction methods.  

Union's construction procedures are continually updated and refined to minimize potential 

impacts to the lands and the public. 

 

38. Material is readily available for the Project and Union foresees no problem in obtaining a 

contractor to complete the proposed construction.  The EPP will be provided to the contractor. 

 

39. Schedule 10 provides the proposed construction schedule for the Project.  Construction of the 

Proposed Facilities is expected to begin in summer of 2017 with an in service date of December 

2017.  Services will be constructed for the first 10 years of the Project. 

 

40. Approvals are pending from the Delaware Nation of Moraviantown , the Municipality of 

Chatham Kent, and Lower Thames Valley Conservation Authority. 
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ENVIRONMENTAL MATTERS 
41. The original EPP for the proposed pipeline was prepared by Union's Environmental Planning 

Department in 2015 and was filed with the Board as Exhibit A, Tab 2, Section C, Schedule 10 as 

part of the EB-2015-0179 proceeding.  The EPP was prepared to meet the intent of the Board's 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario" [2011].  An update to the original EPP was prepared in 2017 in anticipation 

of the Project being constructed in 2017 and can be found at Schedule 11. 

 

42. The objectives of the EPP are to: 

  

 a) document existing environmental features; 

  

 b) identify First Nation, agency and public concerns; 

  

 c) identify potential environmental impacts as a result of construction;  

  

 d) present mitigation techniques to minimize environmental impacts; and 

  

e)  provide pipeline contractors and environmental inspectors involved in the construction of the 

pipeline with general and site-specific guidelines for environmental protection that 

supplement Union's construction specifications. 

 

43. The original EPP was prepared before the scope of the Project was finalized.  As such, some areas 

shown in the original EPP may not be included in the Project. 

 

44. All pipelines will be constructed in the manner recommended and described in the Board 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 
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pipelines in Ontario". 

 

45. A copy of the original EPP has been submitted to the Ontario Pipeline Coordinating Committee 

[“OPCC”], the Delaware Nation of Moraviantown, local municipalities, and government 

agencies. .   A summary of comments and Union’s response can be found in the EPP update.  

 

46. There are six watercourse crossings associated with this Project.  Union will follow all permit 

conditions from the Regulating Agency.   

 

47. Union will work with Indigenous and Northern Affairs Canada and the Delaware Nation of 

Moraviantown to confirm any necessary approvals to construct on First Nation land. 

 

48. When the Project is constructed, the most up-to-date construction specifications will be followed. 

 

49. Union will ensure that the recommendations in the EPP, commitments and the conditions of 

approval are followed.  An environmental inspector will be assigned to the Project to ensure that 

all activities comply with all of the Board’s conditions of approval. 

 

50. The results of the EPP and update indicate that the environmental and socio-economic effects 

associated with construction of the Project are generally short-term in nature and minimal.  There 

are no significant cumulative effects as a result of this pipeline construction. 

 

LAND MATTERS  
51. The proposed pipelines for the Project will be located within road allowances and no permanent 

or temporary land rights are required. 

 

52. No stations are required for this Project.  
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INDIGENOUS AND MÉTIS CONSULTATION  
53. Union has a long standing practice of consulting with First Nation and Métis, and has programs in 

place whereby Union works with them to ensure they are aware of Union’s projects and have the 

opportunity to participate in both the planning and construction phases of the Project. 

 

54. Union has an extensive data base and knowledge of First Nations and Métis organizations in 

Ontario and consults with the Tribal organizations and the data bases of the Ministry of Natural 

Resources, Ministry of Aboriginal Affairs and Indigenous and Northern Affairs Canada to ensure 

consultation is carried out with the most appropriate groups. 

 

55. Union has signed a General Relationship Agreement with the Métis Nation of Ontario which 

describes Union’s commitments to the Métis when planning and constructing pipeline projects. 

 

56. Union has consulted with the Delaware Nation of Moraviantown since 2014 and continues to meet 

and consult with them on expansion of natural gas facilities to their community.  The following is 

a summary of consultation which has occurred.   
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57. Union will continue to meet and consult with the First Nations noted above. 

 

58. During construction, Union has inspectors in the field who are available to First Nations as a 

primary contact to discuss and review any issues that may arise during construction. 

 

59. When Union completes the necessary archaeological assessments for the Project Union will 

consult with and provide the result of the surveys to any First Nations upon their request. 

February 21 2017 Met with Chief and Council to review the options for servicing the 
community 

November 21 2016 Advised Chief Peters of the results of the OEB generic hearing 
August 26 2016 Met with Robin King Economic Development Officer to discuss status 

of the project and filing 
January 25 2016 Advised Chief Peters regarding the OEB will be conducting a generic 

hearings on Community expansion filing 
June 29, 2015 
 

Union held a Community meeting to provide information on the 
expansion project to the community 

June 26, 2015 
 

Union met with Chief and Council to present natural gas expansion plans 
and details of OEB filing. Council approved approach and will continue 
to work with Union to source funding 

June 1, 2015 Sent Environmental Protection Plan to Robin King 
May 19, 2015 
 

Sent update email to Chief Peter and Robin King on Union’s OEB 
application which includes their community 

March 16, 2015 
 

Letters sent out by Chief Peters to Ontario Premier and Ministers from 
the Delaware Nation requesting Natural Gas expansion funding and 
supporting Union Gas expansion into Community 

February 18, 2015 
 

Meeting with Chief and Council cancelled last minute and rescheduled 
for late March as per Chief Peters 

October 17, 2014 
 

Chief Peters postponed Union presentation to February 2015 council 
meeting 

Sept 19, 2014 
 

Met with Chief Peters and Robin King Director of Economic 
Development to review the project and economics. Council meeting 
scheduled for Oct. 19 2014 



MORAVIANTOWN – Community Expansion Key Plan 
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TOTAL ESTIMATED CAPITAL COSTS – YEAR 1 
 
 

MORAVIANTOWN 
 EXPANSION PROJECT 

 
Total Materials $55,393  
  $55,393 
Total Contract Cost $252,100  
  $252,100 
Total Company Costs $22,220  
  $22,220 
Miscellaneous (XRay, Construction Survey, Lands) $99,145  
  $99,145 
Station Labour and Materials $0  
  $0 
Contingency $34,385  
  $34,385 
Interest During Construction $0  
   
Service Costs $76,870  
  $76,870 
 
Total Estimated Capital Costs 

  
$540,113 

   
 

Filed: 2017-03-31 
EB-2015-0179 

Exhibit A 
Tab 2 

Section C 
Schedule 5a 
UPDATED

ahale
Underline



 Moraviantown

 Proposed Capital ($000's) 1 2 3 4 5 6 7 8 9 10
 Total

 Pipeline & Station Capital 463 463
 Service, M&R Installation 101 77 8 3 3 2 2 2 2 2 2
 Total 564 540 8 3 3 2 2 2 2 2 2
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Discounting Assumptions

Project Time Horizon 40 years commencing at facilites in-service date of 
01 Dec 17

Discount Rate Incremental after-tax weighted average
 cost of capital of 5.10%

Key DCF Input Parameters,
Values and Assumptions

Net Cash Inflow:
Incremental Distribution Revenue:

General Service rates Approved per EB-2016-0334 Effective January 1, 2017
System Expansion Surcharge (SES)
First Nations 

$0.23 / M3
Financial Support Voluntary Financial Support

Term of SES 40 years
Term of Municipal Financial Support 10 years

Operating and Maintenance Expense Estimated incremental cost

Incremental Tax Expenses:
Municipal Tax Estimated incremental cost
Income Tax Rate 26.50%

CCA Rates:
CCA Classes: Declining balance depreciation rates by CCA class:
Eligible Capital Expenditure (ECE) 7%
Class 51 (Distribution Mains) 6%
Class 51 (Distribution Services) 6%
Class 51 (Measuring & Regulating Equipment) 6%

Cash Outflow:
Incremental Capital Costs Attributed Refer to Schedule 5

Change in Working Capital 5.0513% applied to O&M 

($000'S)

Moraviantown
(Project Specific DCF Analysis)

Stage 1 DCF - Listing of Key Input
Parameters, Values and Assumptions
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 MORAVIANTOWN DESIGN AND PIPE SPECIFICATIONS  

POLYETHYLENE PIPING  
  
  
  

Design Specifications  
  
 Design Factor  - 0.40  
 Maximum Operating Pressure - 550 kPa  
 Test Medium - Air , Nitrogen, or Water  
 Minimum Test Pressure - 770 kPa  
 Minimum Depth of Cover (General)  - 0.6 m  
 Minimum Depth of Cover (Road Crossings)  - 0.6 m  
 Minimum Depth of Cover (Water Crossings) - 1.2 m  
  
  
Pipe Specifications   
   
 Size  - NPS 4  
 SDR - 11  
 Description - C.S.A. Standard B137.4-13  
  
 Size  - NPS 2  
 SDR - 11  
 Description - C.S.A. Standard B137.4-13  
  
 Size  - NPS 1 ¼  
 SDR  - 10  
 Description  - C.S.A. Standard B137.4-13  
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GENERAL TECHNIQUES AND METHODS OF CONSTRUCTION  
 

 
1. Union Gas Limited (“Union”) will provide its own inspection staff to enforce Union’s construction 

specifications and Ontario Regulation 210/01 under the Technical Standards and Safety Act 2000, Oil and 
Gas Pipeline Systems. 
 

2.  Pipeline construction is divided into several crews that create a mobile assembly line.  Each crew 
performs a different function, with a finished product left behind when the last crew has completed its 
work. 
 

3.  Union’s contract specifications require the contractor to erect safety barricades, fences, signs or flashers, or 
to use flag persons as may be appropriate, around any excavation across or along a road. Ontario Traffic 
Manual – Book 7 – Temporary Conditions is followed as a minimum requirement for the purpose of traffic 
control. 

 
4.  It is Union’s policy to restore the areas affected by the construction of the pipeline to “as close to original 

condition” as possible.  As a guide to show the “original condition” of the area, photosand/or a video will 
be taken before any work commences.  When the clean up is completed, theapproval of the landowner or 
appropriate government authority is obtained. 
 

5. Construction of the pipeline includes the following activities: 
 
 
Locating Running Line  
6. Union establishes the location where the pipeline is to be installed (“the running line”).  For pipelines 

within road allowances, the adjacent property lines are identified and the running line is set at a specified 
distance from the property line as approved by the Municipality. 

 
 

Stringing  
7. The pipe is strung adjacent to the running line.  The joints of pipe are laid end-to-end on supportsthat keep 

the pipe off the ground to prevent damage to the pipe coating. 
 
 
Welding  
8. The pipe is welded / fused into manageable lengths.  The welds in steel pipe are radiographically 

inspected, if required, and the welds are coated. 
 

Burying  
9. Pipe may be buried using either the trench method or the trenchless method.  All utilities that will be 

crossed or paralleled by the pipeline are located by the appropriate utility prior to installing the pipeline.  
Prior to trenching, all such utilities will be hand-located or hydro vacuumed.Trench Method:  Trenching 
is done by using a trenching machine, plough, or hoe excavator depending upon the ground conditions.  
Provisions are made to allow residents access to their property, as required.  Any drainage tiles that the 
owner is aware of should be marked and will be spotted.  All marked drainage tiles that are cut during the 
trench excavation are flagged to signify that a repair is required.    Next, the pipe is lowered into the 
trench.  For steel pipe, the pipe coating is tested using a high voltage electrical tester as the pipe is lowered 
into the trench.  All defects in the coating are repaired before the pipe is lowered in.  Next, if the soil that 
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was excavated from the trench is suitable for backfill, it is backfilled.  If the soil is not suitable for backfill 
(such as rock), it is hauled away and the trench is backfilled with suitable material such as sand.  After the 
trench is backfilled, drainage tile is repaired.Trenchless Method:  Trenchless methods are alternate 
methods used to install pipelines under railways, roads, sidewalks, trees and lawns.  There are two 
trenchless methods that could be used for the proposed pipeline, depending on the soil conditions, length 
and size of the installation.  These methods are boring (auguring) and directional drilling. 

 
Tie-Ins  
10. The sections of pipelines that have been buried using either the trench or trenchless method are joined 

together (tied-in). 
 
 
Cleaning and Testing  
11. To complete the construction, the pipeline is cleaned and tested in accordance with Union’s specifications. 
 
 
Restoration  
12. The final activity is the restoration.  The work area is leveled, the sod is replaced in lawn areas and other 

grassed areas are re-seeded with topsoil and grass seed.  Where required, concrete, asphalt and gravel are 
replaced to return the areas to as close to the original conditions as possible. 
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PROJECT SUMMARY  
1. This evidence will update the evidence filed by Union at Exhibit A, Tab 2, Section D of the EB-

2015-0179 proceeding.   

 

2. Municipal Officials, Residents, and Business Owners in Prince Township [“Project Area”], in the 

District of Algoma, have requested natural gas service from Union Gas Limited [“Union”].  

  

3. In order to meet the demands for natural gas in this area, Union is requesting pursuant to Section 

90 (1) of the Ontario Energy Board Act, approval from the Ontario Energy Board [“OEB”] for 

Leave to Construct pipelines in Prince Township and the City of Sault Ste Marie [“Project”]. 

Union is also requesting an order from the OEB pursuant to section 36 (1), as described in earlier 

sections of this evidence. 

 

4. Union has identified a specific area where construction of pipelines will take place: Town Line 

Road, Second Line W., Base Line Road, Airport Road, Gagnon Road, Walls Road, Deans Road, 

Mountainview Drive, Heywood Road, Douglas Drive, Ironside Drive, Pinder Drive and Harper 

Street.   

 

5. A map showing the location of Prince Township can be found at Schedule 1.  

  

6. Union currently holds the Certificate of Public Convenience and Necessity (EB-2013-0108) and 

Franchise Agreement (EB-2013-0107), for Prince Township in the District of Algoma.  Union 

also hold a Certificate of Public Convenience and Necessity (EBC 63) and Franchise Agreement 

(RP-2003-0176/EB-2003-0218) for the City of Sault Ste Marie. 

 

7. The route of the Proposed Facilities was selected in order to optimize economic benefits and 

social features while minimizing environmental impacts. 
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8. If the Applications are approved, Union forecasts that 291 customers in the Project Area will 

have natural gas service by year 10 of the Project. 

  

9. The total capital cost of the Proposed Facilities for the first 10 years of the Project is $2,720,959.  

These costs include pipeline costs, station costs, and the cost to serve customers. 

 

10. The Project has a net present value ["NPV"] of $10,000 and a profitability index ["PI"] of 1.01. 

 

11. The Municipality has agreed to a financial contribution to the Project of $12,300/year for the first 

10 years of the Project. 

  

12. An Environmental Protection Plan ["EPP"] for the Project was prepared by Union's 

Environmental Planning Department in 2015.  The comments of various provincial and 

municipal agencies and the public have been sought and considered in the development of the 

EPP.  Union's standard construction procedures, combined with the appropriate supplemental 

mitigation measures recommended in the EPP, will be employed to address environmental and 

public concerns.  An update to the original EPP was prepared in 2017 and can be found at 

Schedule 11. 

  

13. Construction of the Proposed Facilities for the Project is expected to begin in the summer of 

2017 with an in service date of December 2017.  Services will be constructed for the first 10 

years of the Project.   

 

14. No provincial grants or aids to construct are required for the Project. 

 

MARKET PROFILE  
Community Profile 
15.  Prince Township is located to the west and north of the City of Sault Ste. Marie, near the Sault 

Ste. Marie airport.  The Township is on the shores of Lake Superior and the St. Mary’s River.   
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16. The Township has 455 residential dwellings and a population of 1010. The Township has several 

farms, and a significant amount of forested areas.  The largest number of residents can be found 

in Gros Cap, which is located at the extreme west end of Second Line.   

 

17. There are currently a total of 370 existing residential dwellings and 5 small and medium sized 

commercial customers in the Project Area which could potentially be served with natural gas.   

Union expects 20 new residential dwellings will be constructed over the first 10 years of the 

Project. 

 

Residential Survey 
18. To update the telephone survey that was completed in 2015 a new survey was completed for the 

Project Area in 2017.  The survey informed residents about the Project, estimates of the cost to 

convert to natural gas, and information regarding a surcharge to contribute towards the cost of the 

Project.  The survey also requested information pertaining to dwelling characteristics, use of 

dwelling, current fuel type and interest in converting to natural gas-fuelled appliances.  

 

19. Of the 370 existing residential customers in the Project Area, 132 have completed the survey, by 

telephone, representing a 36% response rate.  

 

Customer Attachment Forecast  
20. Union is forecasting a total of 286 residential and 5 small commercial customers will be 

attached by the tenth year of the Project as outlined in the customer attachment forecast in 

Schedule 2. 

 

21. For the Top 3 box scores (extremely likely, very likely, and likely to convert), the results of the 

telephone survey described above indicate that 72% of the people surveyed are interested in 

obtaining natural gas service. The telephone survey provided residents information about the 

expansion surcharge.   

 



Filed: 2017-03-31 
  EB-2015-0179 
  Exhibit A 
                           Tab 2 

Section D 
Page 5 of 11 

 UPDATED  

 

22. Union also asked participants of the survey, who were interested in converting, the timing of 

when they would attach, and 97% indicated they would do so in the first three years.  Union has 

taken a conservative approach and have spread the attachments over ten years, which is reflected 

in Schedule 2. 

 
23. Union has made the assumption that 100% of the commercial customers will attach in the first 

two years of the Project. 

 

24. Union has also reviewed the approved municipal plan and had discussions with municipal 

officials related to new residential attachments in the Project Area.  It is expected that any new 

residences would attach to natural gas service and this has been included in the attachment 

forecast. 

 

25. Union has received unanimous support from The Corporation of the Township of Prince.  The 

letter of support for the Project is included in Schedule 3. 

 

PROPOSED FACILITIES 
26. As part of the Project, pipelines will be constructed on Town Line Road, Second Line W., Base 

Line Road, Airport Road, Gagnon Road, Walls Road, Deans Road, Mountainview Drive, 

Heywood Road, Douglas Drive, Ironside Drive, Pinder Drive and Harper Street.  A schematic 

drawing showing the Project is provided in Schedule 4.   

 

PROJECT COSTS 
27. The total estimated cost for the Proposed Project is $2,720,959 for the first 10 years of the 

Project.  This cost includes all pipeline costs of $1,968,798 and the cost of services of $752,161 

for the first 10 years of the Project. 

 

28. The estimated first year capital costs for the construction of the Proposed Facilities including 

service costs are provided at Schedule 5a.  The estimated cost covers all costs related to 
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materials, construction and labour required to construct distribution mains, regulating stations, 

and environmental costs. 

 

29. A year by year breakdown of the proposed capital costs of the Project for the first 10 years of the 

Project can be found at Schedule 5b. 

 

ECONOMIC FEASIBILITY  
30. The Proposed Facilities are required in order to expand natural gas distribution to the Project 

Area. 

 

31. A standalone Discounted Cash Flow (“DCF”) analysis was completed for the proposed 

expansion.  Union has employed an economic feasibility test consistent with the Board’s 

recommendations in the E.B.O. 188 Report on Natural Gas System Expansion.   

 

32. The DCF can be found at Schedule 6.  This Schedule indicates a Net Present Value (“NPV”) of 

$10,000 and Profitability Index (“PI”) of 1.00.   

 

33. The DCF is based on capital of $2,720,959. Capital used in the DCF can be found in Schedule 

5(a) and 5(b). 

 

34. The DCF includes the collection of the System Expansion Surcharge (“SES”) at a rate of $0.23 

per m3. The SES term will have a termination date as of the end of the calendar year (Dec 31 

2039); approximately 22 years and 1 month from the forecast in-service date of Dec 1 2017. 

 
35. The municipal financial contribution to the project is $12,300 per year for 10 years. 

 
36. No upstream reinforcement is required to complete this project. 

 

37. Schedule 7 provides the key inputs, parameters and assumptions used in completing the DCF 
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analysis. 

 

38.  No provincial grants or aids to construct are required for this Project. 

 
 

 

DESIGN AND CONSTRUCTION 
39. The design and pipe specifications are outlined in Schedule 8.  All the design specifications are 

in accordance with the Ontario Regulations 210/01 under the Technical Standards and Safety Act 

2000, Oil and Gas Pipeline Systems.  This is the regulation governing the installation of pipelines 

in the Province of Ontario. 

 

40. All polyethylene pipe and fittings will be manufactured and certified in accordance with the 

Canadian Standards Association B137.4-13Polyethylene (PE) Piping systems for Gas Services.  

The pipe specifications are designed to provide the maximum operating pressure of 550 kPa. 

The pipeline will be tested in accordance with the requirements of the Ontario Regulation 

210/01. 

 

41. The minimum depth of cover to the top of the pipe and pipe appurtenances will be in accordance 

with the requirements of Clause 12.4.7 and 12.4.8 of the CSA Z662-15 for polyethylene piping.   

  

Construction Procedures and Project Schedule  
42. The Proposed Facilities will be constructed using Union's standard practices and procedures and 

will be in compliance with the mitigation measures identified in the Environmental Protection 

Plan ["EPP"].  Schedule 9 provides a summary of Union's standard construction methods.  

Union's construction procedures are continually updated and refined to minimize potential 

impacts to the lands and the public. 

 

43. Material is readily available for the Project and Union foresees no problem in obtaining a 
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contractor to complete the proposed construction.  The EPP will be provided to the contractor. 

 

44. Schedule 10 provides the proposed construction schedule for the Project.  Construction of the 

Proposed Facilities is expected to begin in the summer of 2017 with an in service date of 

December 2017.  Services will be constructed for the first  10 years of the Project. 

 

45. Approvals are pending from the Ministry of Natural Resources and Forestry, the Sault Ste Marie 

Regional Conservation Authority and Prince Township.  

 

ENVIRONMENTAL MATTERS  
46. The original EPP for the proposed pipeline was prepared by Union's Environmental Planning 

Department in 2015 and was filed with the Board as Exhibit A, Tab 2, Section D, Schedule 11 as 

part of the EB-2015-0179 proceeding.  The EPP was prepared to meet the intent of the Board's 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario" [2011].  An update to the original EPP was prepared in 2017  in 

anticipation of the Project being constructed in 2017 and can be found at Schedule 11. 

 

47. The objectives of the EPP are to: 

  

 a) document existing environmental features; 

  

 b) identify agency, First Nation, Métis Nation of Ontario and public concerns; 

  

 c) identify potential environmental impacts as a result of construction;  

  

 d) present mitigation techniques to minimize environmental impacts; and 

  

e)  provide pipeline contractors and  environmental inspectors involved in the construction of 

the pipeline with general and site-specific guidelines for environmental protection that 
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supplement Union's construction specifications. 

 

48. The original EPP was prepared before the scope of the Project was finalized.  As such, some 

areas shown in the original EPP may not be included in the Project. 

 

49. All pipelines will be constructed in the manner recommended and described in the Board 

document "Environmental Guidelines for Locating, Constructing and Operating Hydrocarbon 

Pipelines in Ontario". 

 

50. A copy of the original EPP has been submitted to the Ontario Pipeline Coordinating Committee 

(“OPCC”), local municipalities government agencies, First Nations and the Métis Nation of 

Ontario.  A summary of comments and Union’s response can be found in the EPP update. 

 

51. There are fourteen watercourse crossings associated with this Project.  Union will follow all 

permit conditions from the Regulating Agency.   

 

52. When the Project is constructed, the most up-to-date construction specifications will be 

followed. 

 

53. Union will ensure that the recommendations in the EPP, commitments and the conditions of 

approval are followed.  An environmental inspector will be assigned to the project to ensure that 

all activities comply with all of the Board’s conditions of approval. 

 

54. The results of the EPP and update indicate that the environmental and socio-economic effects 

associated with construction of the project are generally short-term in nature and minimal.  There 

are no significant cumulative effects as a result of this pipeline construction.   

 

LAND MATTERS 
55. All of the Proposed Facilities will be located within road allowances.  No permanent or 
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temporary land rights will be required. 

 

INDIGENOUS AND MÉTIS CONSULTATION 
56. Union has a long standing practice of consulting with First Nations and Métis, and has programs 

in place whereby Union works with them to ensure they are aware of Union’s projects and have 

the opportunity to participate in both the planning and construction phases of the Project. 

 

57. Union has an extensive data base and knowledge of First Nations and Métis organizations in 

Ontario and consults with the Tribal organizations and the data bases of the Ministry of Natural 

Resources, Ministry of Aboriginal Affairs, and Indigenous and Northern Affairs Canada to ensure 

consultation is carried out with the most appropriate groups. 

 

58. Union has signed a General Relationship Agreement with the Métis Nation of Ontario which 

describes Union’s commitments to the Métis when planning and constructing pipeline projects. 

 
59. The following First Nations and Métis were notified regarding the Project. 

Chief Dean Sayers  

Batchewana First Nation 

 

Notification letters sent in May 2015 and 

February 2017 

Chief Lyle Sayers  

Garden River First Nation 

Notification letters sent in May 2015 and 

February 2017 

Garden River First nation proved maps of 

Proposed Facilities in May 2015 

President Kim Powley  
 
Historical SSM Métis Council  
 

Notification letters sent in May 2015 and  
 
February 2017 
 

 
60. Union continues to meet and consult with the First Nations and Métis organizations on the 

expansion of natural gas facilities in Prince Township.   
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61. During construction, Union has inspectors in the field who are available to First Nation’s and 

Métis organization as a primary contact to discuss and review any issues that may arise during 

construction. 

 

62. When Union completes the necessary archaeological assessments for the Project, Union will 

consult with and provide the result of the surveys to any First Nations or Métis upon their request. 



Prince Township – Community Expansion Key Plan 
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The Corporation of the Township of Prince
3042 Second Line West,

Prince Township, Ontario P6A 6K4

Phone 705-779-2992     Fax 705-779-2725

Mayor:  Ken Lamming CAO/Clerk-Treasurer:  Peggy Greco

March 9, 2017

Mr. James Whittaker
Manager, Community Expansion
P.O. Box 5353, Station A
109 Commissioners Rd. West
London, ON  N6A 4P1

Dear Mr. Whittaker:

Re:  EB-2015-0179 – Natural Gas Expansion

The purpose of this letter is to re-confirm the Township of Prince’s support to the application by Union
Gas in 2015, to the Ontario Energy Board (OEB), for expansion of services into our municipality. Prior to
the application, in 2014, the Council gave its unanimous support of this expansion of natural gas in our
community. Through our newsletter and surveys, we have been working with the community and Union
Gas to see this expansion become a reality.

We do understand that as a result of the OEB decision, a system expansion surcharge will
be required to assist with the cost of the expansion, but the energy savings would still be
significant.  As a reliable source of energy, natural gas offers lower cost and reduced
green house gas emissions, compared to propane, heating oil and wood.  We believe this
would be beneficial both economically and environmentally for our residents.

In a public meeting held on February 28th, 2017 in our community hall, with a capacity
crowd, the presentation by a team from Union Gas was well received.  The community and
council are anxious to see the expansion project move forward as soon as possible.

Premier Wynne indicated in her 2014 mandate letter that extending natural gas to
underserviced communities was a priority for the Province of Ontario.  In 2015, the OEB
asked for recommendations and suggestions for regulatory reform, and in 2016 released a
decision on expanding to new communities.

The expansion of natural gas in Prince Township will make a significant contribution in
achieving the Province’s stated priority in terms of energy efficiency and standards.

We appreciate Union Gas’ timely re-application for expansion to our community and we
look forward to a speedy OEB approval so construction can take place this year.  The
Township has been waiting several years for the opportunity to access natural gas as an
affordable, stable energy option. Many residents have converted their heating systems
from oil or electric to propane in anticipation that natural gas would soon be available.

I have enclosed a copy of Council’s resolution 2017-62, passed on February 28, 2017,
reiterating their support of and commitment to the expansion of natural gas in Prince
Township.

Sincerely,

Peggy Greco
CAO/Clerk-Treasurer

Enclosure
/pg
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The Corporation of the Township of Prince
3042 Second Line West,

PRINCE TOWNSHIP, ON P6/I 6K4
Phone: 705-779-2992 Fax: 705-779-2725

COUNCIL RESOLUTION

Date: February 28, 2017 AGENDA ITEM
6

Resolution 201 7—t, I
Moved by: Councillor Seconded by: Councillorc N

Motion 2017-0 I
Moved by: Councillor M. Matthews Seconded by: CounciIIoitSksmbo “

Be it resolved that this Council hereby accepts the presentation by Union Gas as information.

RESOLUTION RESULT
CARRIED - Mayor& YES NO

7— Counbil
U::

I DEFEATED Ken

DEFERRED David
Amadio

REFERRED Ian
Chambers

PECUNIARY INTEREST Michael
DECLARED Matthews
RECORDED VOTE Enzo
(SEE RIGHT) Palumbo

WITHDRAWN
M1YOR -An Laming

4V
a

The above is a certifleJp be true copy of resolution number 207 -&,s

cNL (4
Peggy Greco 6
CAD/CLERK-TREASURER
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The Corporation of the Township of Prince
3042 Second Line West,

PRINCE TOWNSHIP, ON PGA 61(4
Phone: 705-779-2992 Fax: 705-779-2725

COUNCIL RESOLUTION

Date: February 28, 2017 AGENDA ITEM

C_
Moved by: Councfllor O

Moved by: Councillor I. Chambers Seconded by: Councillor M. Matthews

Be it resolved that this Council hereby supports the expansion of natural gas throughout
the township of Prince; and

Further be it resolved that this council is committed, in principle, to a financial support in the
form of a tax rebate.

KRESOLUTIONRESULT
ii CARRIED ‘Mayó?& YES

Council
DEFEATED Ken

DEFERRED David
Amadio

REFERRED Ian
Chambers

PECUNIARY INTEREST Michael
DECLARED Matthews
RECORDED VOTE Enzo
(SEE RIGHT) Palumbo

WITHDRAWN
i&L>MAYORXen (%ftminq - 2 -

The above a certified to be true copy of resolution number 2011— 2

Peggy Greco
CAO/CLERK-TREASURER
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TOTAL ESTIMATED CAPITAL COSTS – YEAR 1 
 
 

PRINCE TOWNSHIP 
 EXPANSION PROJECT 

 
Total Materials $151,280  
  $151,280 
Total Contract Cost $1,561,098  
  $1,561,098 
Total Company Costs $14,850  
  $14,850 
Miscellaneous (XRay, Construction Survey, Lands) $150,675  
  $150,675 
Station Labour and Materials $2,500  
  $2,500 
Contingency $88,395  
  $88,395 
Interest During Construction $0  
   
Service Costs $199,275  
  $199,275 
 
Total Estimated Capital Costs 

  
$2,168,073 
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Prince Township

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Proposed Capital ($000's) 1 2 3 4 5 6 7 8 9 10

Total
Pipeline & Station Capital 1,969 1,969 -  -  -  -  -  -  -  -  -  
Service , M&R Installation 752 199 177 66 49 38 49 41 49 43 41
Total 2,721 2,168 177 66 49 38 49 41 49 43 41
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Discounting Assumptions

Project Time Horizon 40 years commencing at facilites in-service date of 
01 Dec 17

Discount Rate Incremental after-tax weighted average
 cost of capital of 5.10%

Key DCF Input Parameters,
Values and Assumptions

Net Cash Inflow:
Incremental Distribution Revenue:

General Service rates Approved per EB-2016-0334 Effective January 1, 2015
System Expansion Surcharge (SES) $0.23 / M3
Municipal Financial Support Voluntary Financial Support
Term of SES 23 years
Term of Municipal Financial Support 10 years

Operating and Maintenance Expense Estimated incremental cost

Incremental Tax Expenses:
Municipal Tax Estimated incremental cost
Income Tax Rate 26.50%
CCA Rates:

CCA Classes: Declining balance depreciation rates by CCA class:
Eligible Capital Expenditure (ECE) 7%
Class 51 (Distribution Mains) 6%
Class 51 (Distribution Services) 6%
Class 51 (Measuring & Regulating Equipment) 6%

Cash Outflow:
Incremental Capital Costs Attributed Refer to Schedule  5

Change in Working Capital 5.0513% applied to O&M 

($000'S)

Prince Township
(Project Specific DCF Analysis)

Stage 1 DCF - Listing of Key Input
Parameters, Values and Assumptions
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PRINCE TOWNSHIP DESIGN AND PIPE SPECIFICATIONS  

POLYETHYLENE PIPING  
  
  
  

Design Specifications  
  
 Design Factor      - 0.40  
 Maximum Operating Pressure    - 550 kPa  
 Test Medium      - Air , Nitrogen, or Water  
 Minimum Test Pressure    - 770 kPa  
 Minimum Depth of Cover (General)   - 0.6 m  
 Minimum Depth of Cover (Road Crossings)   - 0.6 m  
 Minimum Depth of Cover (Water Crossings) - 1.2 m  
  
  
Pipe Specifications   
   
 Size       - NPS 4  
 SDR       - 11  
 Description     - C.S.A. Standard B137.4-13  
  
 Size       - NPS 2  
 SDR       - 11  
 Description      - C.S.A. Standard B137.4-13 
  
 Size      - NPS 1 ¼   
 SDR       - 10  
 Description      - C.S.A. Standard B137.4-13 
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GENERAL TECHNIQUES AND METHODS OF CONSTRUCTION  
 

 
1. Union Gas Limited (“Union”) will provide its own inspection staff to enforce Union’s construction 

specifications and Ontario Regulation 210/01 under the Technical Standards and Safety Act 2000, Oil and 
Gas Pipeline Systems. 
 

2.  Pipeline construction is divided into several crews that create a mobile assembly line.  Each crew 
performs a different function, with a finished product left behind when the last crew has completed its 
work. 
 

3.  Union’s contract specifications require the contractor to erect safety barricades, fences, signs or flashers, or 
to use flag persons as may be appropriate, around any excavation across or along a road. Ontario Traffic 
Manual – Book 7 – Temporary Conditions is followed as a minimum requirement for the purpose of traffic 
control. 

 
4.  It is Union’s policy to restore the areas affected by the construction of the pipeline to “as close to original 

condition” as possible.  As a guide to show the “original condition” of the area, photosand/or a video will 
be taken before any work commences.  When the clean up is completed, theapproval of the landowner or 
appropriate government authority is obtained. 
 

5. Construction of the pipeline includes the following activities: 
 
 
Locating Running Line  
6. Union establishes the location where the pipeline is to be installed (“the running line”).  For pipelines 

within road allowances, the adjacent property lines are identified and the running line is set at a specified 
distance from the property line as approved by the Municipality. 

 
 

Stringing  
7. The pipe is strung adjacent to the running line.  The joints of pipe are laid end-to-end on supportsthat keep 

the pipe off the ground to prevent damage to the pipe coating. 
 
 
Welding  
8.  The pipe is welded / fused into manageable lengths.  The welds in steel pipe are radiographically 

inspected, if required, and the welds are coated. 
 

Burying  
9. Pipe may be buried using either the trench method or the trenchless method.  All utilities that will be 

crossed or paralleled by the pipeline are located by the appropriate utility prior to installing the pipeline.  
Prior to trenching, all such utilities will be hand-located or hydro vacuumed.Trench Method:  Trenching 
is done by using a trenching machine, plough, or hoe excavator depending upon the ground conditions.  
Provisions are made to allow residents access to their property, as required.  Any drainage tiles that the 
owner is aware of should be marked and will be spotted.  All marked drainage tiles that are cut during the 
trench excavation are flagged to signify that a repair is required.    Next, the pipe is lowered into the 
trench.  For steel pipe, the pipe coating is tested using a high voltage electrical tester as the pipe is lowered 
into the trench.  All defects in the coating are repaired before the pipe is lowered in.  Next, if the soil that 
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was excavated from the trench is suitable for backfill, it is backfilled.  If the soil is not suitable for backfill 
(such as rock), it is hauled away and the trench is backfilled with suitable material such as sand.  After the 
trench is backfilled, drainage tile is repaired.Trenchless Method:  Trenchless methods are alternate 
methods used to install pipelines under railways, roads, sidewalks, trees and lawns.  There are two 
trenchless methods that could be used for the proposed pipeline, depending on the soil conditions, length 
and size of the installation.  These methods are boring (auguring) and directional drilling. 

 
Tie-Ins  
10. The sections of pipelines that have been buried using either the trench or trenchless method are joined 

together (tied-in). 
 
 
Cleaning and Testing  
11. To complete the construction, the pipeline is cleaned and tested in accordance with Union’s specifications. 
 
 
Restoration  
12. The final activity is the restoration.  The work area is leveled, the sod is replaced in lawn areas and other 

grassed areas are re-seeded with topsoil and grass seed.  Where required, concrete, asphalt and gravel are 
replaced to return the areas to as close to the original conditions as possible. 
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