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IN THE MATTER OF a proceeding initiated by the
Ontario Energy Board to determine methodologies for
commodity pricing, load balancing and cost allocation for
natural gas distributors.

PROCEDURAL ORDER NO. 1

On May 29th 2008, the Ontario Energy Board commenced a proceeding on its own
motion to determine the methodology to be used by natural gas distributors for (i) gas
commodity pricing, (ii) load balancing and (iii) cost allocation between the supply and
delivery functions in relation to regulated gas supply. The Board has assigned file
number EB-2008-0106 to this proceeding.

A Notice of Proceeding was published in newspapers across the province on June 11,
2008 and June 12, 2008. A list of the parties to this proceeding is set out in Appendix A
to this Procedural Order.

The Board has determined that it will schedule an “Issues Day” to hear the submissions
of the parties in relation to the issues to be considered in this proceeding. To that end,
a draft issues list is attached as Appendix B to this Procedural Order. Once the issues
list has been determined by the Board, the Board will issue a further procedural order
directing the three regulated natural gas distributors (Enbridge Gas Distribution Inc.,
Union Gas Limited and Natural Resource Gas Limited) to file evidence and setting out a
schedule for this proceeding.

The Board considers it necessary to make provision for the following procedural
matters. Further procedural orders may be issued from time to time.
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THE BOARD ORDERS THAT:

1. Any party that wishes to make written submissions on the draft issues list
attached as Appendix B to this Procedural Order shall file the submissions with
the Board and deliver a copy of the submissions to all other parties on or before
Thursday, July 24, 2008.

2. A hearing to consider submissions with respect to the draft issues list attached as
Appendix B to this Procedural Order will be held on Thursday, July 31, 2008
commencing at 9:30 a.m. in the Board’s West hearing room on the 25™ floor at
2300 Yonge Street.

All filings to the Board noted in this Procedural Order must be in the form of 2 hard
copies and must be received by the Board by 4:45 p.m. on the stated date.

An electronic copy of the filing must also be provided. If you already have a user ID, the
electronic copy of your filing should be submitted through the Board’s web portal at
www.errr.oeb.gov.on.ca. If you do not have a user ID, please visit the “e-Filing Services”
page on the Board’s website at www.oeb.gov.on.ca and fill out a user ID password
request. For instructions on how to submit and naming conventions, please refer to the
RESS Document Guidelines also found on the “e-Filing Services” webpage. If the
Board’s web portal is not available, the electronic copy of your filing may be submitted
by e-mail at Boardsec@oeb.gov.on.ca. Those who do not have internet access are
required to submit the electronic copy of their filing on a CD or diskette in PDF format.

ISSUED at Toronto, July 9, 2008

ONTARIO ENERGY BOARD

Original signed by

Kirsten Walli
Board Secretary
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Appendix A to
Procedural Order No. 1
Dated: July 9, 2008
EB-2008-0106
METHODOLOGIES FOR COMMODITY PRICING, LOAD BALANCING AND COST
ALLOCATION FOR NATURAL GAS DISTRIBUTORS

List of Intervenors

ORGANIZATION NAME CONTACT INFORMATION

Enbridge Gas Distribution Inc. Mr. Patrick Hoey

(EGDI) Director, Regulatory Affairs
Enbridge Gas Distribution Inc.
Regular Mail:
P.O. Box 650
Scarborough ON M1K 5E3
Courier:
500 Consumers Road
Willowdale ON M2J 1P8
Tel: 416 495-5555
Fax: 416 495-6072
Email: partrick.hoey@enbridge.com

AND Ms. Shari Lynn Spratt
Supervisor Regulatory Proceedings
Enbridge Gas Distribution Inc.
Tel: 416 495-5499
Fax: 416 495-6072
Email: EGDRegulatoryProceedingts@enbridge.com

AND Mr. Fred Cass
Counsel for EGDI
Aird & Berlis LLP
Brookfield Place
P.O. Box 754
Suite 1800
181 Bay Street
Toronto ON M5J 2T9
Tel: 416 865-7742
Fax: 416 863-1515
Email: fcass@airdberlis.com
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Union Gas Limited (Union) Mr. Chris Ripley
Manager
Union Gas Limited
50 Keil Drive North, P.O. Box 2001
Chatham ON N7M 5M1
Tel: 519 436-5476
Fax: 519 436-4641
Email: cripley@uniongas.com

Natural Resource Gas Limited Mr. Richard J. King
(NRG) Ogilvy Renault
Suite 3800

Royal Bank Plaza, South Tower
200 Bay Street

P.O. Box 84

Toronto ON M5J 274

Tel: 416-216-2311

Fax: 416-385-7112

Email: rking@oqilvyrenault.com

Building Owners and Management  Mr. Chuck Stradling
Association of the Greater Toronto  Executive VP
Area (BOMA) BOMA Greater Toronto
20 Queens Street W.
Suite 2012
Toronto ON M5H 3R3
Tel: 416 596-8065 Ext:24
Fax: 416 596-1085
Email: cstrading@bomatoronto.org

AND Mr. Randy Aiken
Aiken & Associates
578 McNaugton Avenue West
Chatham ON N7L 4J6
Tel: 519-351-8624
Fax: 519-351-4331
Email: raiken@xcelco.on.ca

Canadian Manufacturers & Mr. Peter C.P. Thompson
Exporters (CME) Counsel for CME

Borden Ladner Gervais LLP

100 Queen Street, Suite 1100

Ottawa ON K1P 1J9

Tel: 613-787-3528

Fax: 613-230-8842

Email: pthompson@blgcanada.com
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AND Mr. Vincent DeRose
Counsel for CME
Borden Ladner Gervais LLP
Ottawa ON K1P 1J9
Tel: 613-787-3589
Fax: 613-230-8842
Email: vderose@blgcanada.com

AND Mr. Paul Clipsham
Director of Policy, Ontario Division
Canadian Manufacturers & Exporters
6725 Airport Rd., Suite 200
Mississauga ON L4V 1V2
Tel:  905-672-3466 Ext: 3236
Fax: 905-672-1764
Email: paul.clipsham@cme-mec.ca

City of Kitchener Mr. James Gruenbauer, CMA
Manager, Regulatory Affairs & Supply
The Corporation of the City of Kitchener
200 King Street West, City Hall
Kitchener ON N2G 4G7
Tel: 519-741-2616
Fax: 519-741-2633
Email: jim.gruenbauer@kitchener.ca

Consumers Council of Canada Ms. Julie Girvan
Consultant
Consumers Council of Canada
2 Penrose Road
Toronto ON M4S 1P1
Tel: 416-322-7936
Fax: 416-322-9703
Email: jgirvan@ca.inter.net

Direct Energy Marketing Ms. Chantelle Bramley
Senior Director, Government & Regulatory Affairs
Direct Energy Marketing Limited
2225 Sheppard Avenue East
Atria lll, Suite 500
Toronto ON M2J 5C2
Tel: 416-758-4214
Fax: 416-758-4272
Email: chantelle.bramley@directenergy.com
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10.

11.

ECNG Energy L.P.

Industrial Gas Users Association
(IGUA)

AND

AND

London Property Management
Association (LPMA)

EB-2008-0106

Mr. Bill Killeen

Director, Energy Supply

ECNG Inc.

5575 North Service Road, Suite 400
Burlington ON L7L 6M1

Tel: 905-635-3288 Ext: 101

Fax: 905-635-3298

Email: bkilleen@ecng.com

Mr. lan Mondrow

Macleod Dixon LLP Barristers & Solicitors
Toronto-Dominion Centre

Canadian Pacific Tower

100 Wellington Street West

Suite 500, P.O. Box 128

Toronto ON M5K 1H1

Tel: 416-203-4435

Fax: 416-360-8277

Email: ian.mondrow@macleoddixon.com

Mr. Murray Newton

President

Industrial Gas Users Association
99 Metcalfe Street Suite 1201
Ottawa ON K1P 1J9

Tel: 613-236-8021

Fax: 613-230-9531

Email: mnewton@igua.ca

Ms. Valerie Young

Secretary/Director, Research & Analysis
Aegent Energy Advisors Inc.

1 Eva Road Suite 317

Toronto ON M9C 475

Tel: 416-622-9449 Ext: 104

Fax: 416-622-9797

Email: vyoung@aegent.ca

Mr. Randy Aiken

Aiken & Associates

578 McNaugton Avenue West
Chatham ON N7L 4J6

Tel: 519-351-8624

Fax: 519-351-4331

Email: raiken@xcelco.on.ca
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12.

13.

14.

15.

16.

Ontario Energy Savings L.P.

SemCanada Energy Company’

Also
Wholesale Energy Group
A.E. Sharp Ltd.

Shell Energy North America
(Canada) Inc.

Summitt Energy Management Inc.

Superior Energy Management Gas
L.P. (SEM)

EB-2008-0106

Ms. Nola Ruzycki

Director, Regulatory Affairs

Ontario Energy Savings L.P.

6345 Dixie Road, Suite 200
Mississauga ON L5T 2E6

Tel:  905-795-4204

Fax: 905-564-6069

Email: nruzycki@energysavings.com

Ms. Leanne Albrecht

Manager, Government and Regulatory Affairs
SemCanada Energy Company

1100 Burloak Drive, Suite 401

Burlington ON L7L 6B2

Tel:  905-315-2043

Fax: 905-315-2041

Email: l[albrecht@semcanada.com

Mr. Paul Kerr

Manager, Market Affairs

Shell Energy North America (Canada) Inc.
60 Struck Court, Suite 100

Cambridge ON N1R 8L2

Tel: 519-620-7712

Fax: 519-624-7712

Email: paul.kerr@shell.com

Ms. Gaetana Girardi

Director, Compliance & Regulatory Affairs
Summitt Energy Management Inc.

100 Milverton Drive, Suite 608
Mississauga ON L5R 4H1

Tel:  905-366-7020

Fax: 905-366-7063

Email: ggirardi@summittenergy.ca

Mr. Andrew MacSkimming

Counsel for Superior Energy Management Gas L.P.
Macleod Dixon LLP Barristers & Solicitors
Toronto-Dominion Centre

Canadian Pacific Tower

100 Wellington Street West

Suite 500, P.O. Box 128

Toronto ON M5K 1H1

Tel: 416-203-4457

Fax: 416-360-8277
Email:andrew.macskimming@macleoddixon.com
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AND

AND

17. TransCanada PipeLines Limited

AND

AND

EB-2008-0106

Ms. Susannah Robinson

VP, Operations

Superior Energy Management Gas LP
6860 Century Avenue

East Tower, Suite 2001

Mississauga ON L5N 2W5

Tel:  905-542-5461

Fax: 905-542-7715

Email: srobinson@superiorenerqgy.ca

Ms. Judy Wasney

Director, Regulatory Affairs

Superior Energy Management Gas LP
6860 Century Avenue

East Tower, Suite 2001

Mississauga ON L5N 2W5

Tel:  905-542-5483

Fax: 905-542-7715

Email: jwasney@superiorenergy.ca

Mr. James Bartlett

Manager, Regulatory Research & Analysis
TransCanada PipeLines Limited

450 First Street S.W.

Calgary AB T2P 5H1

Tel:  403-920-7165

Fax: 403-920-2347
Email:_jim_bartlett@transcanada.com

Mr. Murray Ross

TransCanada PipeLines Limited

55 Yonge Street, 8th Floor

Toronto ON M5E 1J4

Tel:  416-869-2110

Fax: 416-869-2119

Email: murray_ross@transcanada.com

Ms. Nadine Berge

TransCanada Canada Pipelines Ltd.
Senior Legal Counsel

Law and Regulatory Research

First Street S.W., Suite 450

Calgary AB T2P 5H1

Tel: 403-920-6253

Fax: 403-920-2357

Email: nadine_berge@transcanada.com
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18.

Vulnerable Energy Consumers

Coalition (VECC)

AND

AND

EB-2008-0106

Mr. Michael Buonaguro
Counsel for VECC

Public Interest Advocacy Centre
34 King Street East, Suite 1102
Toronto ON M5C 2X8

Tel: 416-767-1666

Fax: 416-348-0641

Email: mbuonaguro@piac.ca

Dr. James Wightman

Econalysis Consulting Services Inc.
34 King St. E., Suite 1102

Toronto N M5C 2X8

Tel:  416-348-0640

Fax: 416-348-9930

Email: jwightman@econalysis.ca

Dr. Roger Higgin

Managing Associate

Econalysis Consulting Services Inc.
34 King Street East, Suite 1102
Toronto ON M5C 2X8

Tel: 416-348-9391

Fax: 416-348-0641

Email: rhiggin@econalysis.ca

July 9, 2008
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Procedural Order No. 1
Dated: July 9, 2008
EB-2008-0106

METHODOLOGIES FOR COMMODITY PRICING, LOAD BALANCING AND COST
ALLOCATION FOR NATURAL GAS DISTRIBUTORS

Draft Issues List

REVIEW AND STANDARDIZATION OF QUARTERLY RATE ADJUSTMENT
MECHANISM (“QRAM”) FOR ALL NATURAL GAS DISTRIBUTORS

Trigger mechanism for changing the reference price or clearing the
purchased gas variance account (“PGVA”)

Preamble: Inthe case of Enbridge Gas Distribution Inc., (“Enbridge”), a price
adjustment is triggered if the resulting change in the recalculated reference price
for any quarter varies from the price in effect at the time by more than 0.5¢/m3.
Similarly, a year-end balance in the PGVA, when translated into ¢/m3 based on
forecast consumption for the remainder of the test year, exceeding 0.5¢/m3 will
trigger its clearing. For Union Gas Limited (“Union”) and Natural Resource Gas
Limited (“NRG”), an adjustment to the reference price and clearing of the PGVA
is automatic every quarter (i.e., there are no triggers).

Issues:

1.1 What are the advantages and disadvantages of having a trigger
mechanism to prompt a change in the reference price or to clear the
PGVA?

1.2 If atrigger mechanism is desirable, what is the most appropriate
methodology to be used by all natural gas distributors for setting the
trigger to prompt a change in the reference price or to clear the PGVA?
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Price adjustment frequency and forecast periods

Preamble: Union and Enbridge currently recalculate the reference price for each
guarter on the basis of a 12 month forecast of the price of natural gas using a 21-
day strip. NRG uses a shorter strip.

Issues:

2.1 Is a quarterly price adjustment based on a 12-month price forecast
appropriate for the regulated gas supply option?

2.2 If not, what alternative methodology would be most appropriate for use by
all natural gas distributors?

Methodology for the calculation of the reference price

Preamble: Enbridge’s reference price is a weighted average of a basket of
pricing indices for different delivery points that reflect Enbridge’s supply portfolio.
NRG’s reference price also reflects its supply portfolio. Union’s Empress gas
price is based on a simple average of the NYMEX one-year future market price.

Issues:

3.1 What would be the advantages and disadvantages of moving to a single
Ontario-wide reference price as the basis for the gas supply commodity
charge?

3.2 Should the reference price be calculated as a weighted average of
different volumes at different pricing (delivery) points so that it reflects the
current distributor-specific supply portfolio mix?
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Deferral and variance accounts and disposition methodology

Preamble: Union has two different PGVAs to take into consideration the
differences between its North and South delivery areas. In the South, the PGVA
reflects an Ontario landed price (i.e., commodity and TCPL tolls) while the North
PGVA reflects a price at Empress. In addition, the South Portfolio Cost
Differential captures differences between the South transportation costs portfolio
and TCPL tolls. Variances in transportation costs in the North, as well as spot
account/ load balancing costs and inventory revaluations are captured in
separate deferral/variance accounts. Similarly, NRG has separate accounts for
commodity and transportation variances and inventory revaluations. In contrast,
Enbridge’s PGVA captures commaodity, transportation and load balancing
variances and inventory revaluations.

Union and NRG dispose of deferral/variance account balances over a 12 month
rolling period. In Enbridge’s case, if the year end PGVA balance exceeds 0.5
¢/m3 based on forecast consumption for the remainder of the test year, the
balance is cleared over the remaining months of the test year. For the fourth
guarter of the test year, Enbridge has the discretion to select either 3 months
(standard practice) or an extended clearing period of six months

Enbridge makes a final adjustment to re-allocate the PGVA to its customer rate
classes. This adjustment reflects, among other things, the detailed components
of the PGVA, the amounts collected/refunded through Rider C and annualized
throughput.

Issues:

4.1  What are the advantages and disadvantages of having separate
deferral/variance accounts to capture variances in commodity,
transportation and load balancing and inventory revaluations? What is the
most appropriate methodology for use by all natural gas distributors?
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What is the most appropriate methodology for use by all natural gas
distributors to determine the deferral/variance account balances to be
disposed of?

What is the most appropriate methodology for use by all natural gas
distributors to dispose of the deferral/variance account balances? How
frequently should the accounts be cleared?

What are the advantages and disadvantages of making a final adjustment
to re-allocate the PGVA? What is the most appropriate methodology for
use by all natural gas distributors?

Effect of a change in the reference price on the revenue requirement

Preamble: In Enbridge’s case, a change in the reference price is translated into
a change in the revenue requirement which includes changes in the carrying cost
of gas in inventory, in capital and large corporation taxes, as well as in the
working cash allowance. Union and NRG do not make these adjustments.

Issues:

5.1.

5.2

Should the revenue requirement (other than gas costs) change as a result
of a change in the reference price?

If so:
i.  what component(s) of the revenue requirement should be adjusted?
ii.  what is the most appropriate methodology for use by all natural gas

distributors for the purpose of allocating the change in the revenue
requirement to the various customer rate classes?
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Implications/costs of standardizing pricing mechanisms across all natural
gas distributors

Issues:

6.1. What are the costs and implications of standardizing the pricing
mechanisms across all natural gas distributors?

Filing requirements

Preamble: Currently, there are no standard filing requirements that are common
to all three natural gas distributors in relation to QRAM applications. As a result,
there are differences in the materials filed.

Issues:

7.1. What should be the standard filing requirements for QRAM applications?
REVIEW AND STANDARDIZATION OF LOAD BALANCING OBLIGATIONS
FOR ALL NATURAL GAS DISTRIBUTORS

Preamble: At present, the load balancing policies for Union and Enbridge differ.
Union has a three-point balancing mechanism while Enbridge has an annual load
balancing mechanism. NRG is subject to Union’s three-point balancing
mechanism.

Issues:

8.1 What are the advantages and disadvantages of the current load balancing
mechanisms used by each of Union and Enbridge?

8.2  What is the most appropriate method for standardizing the load balancing
mechanism across all natural gas distributors?
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COST ALLOCATION

Preamble: Further examination is required to determine whether the manner in
which natural gas distributors currently allocate costs between the delivery and
the regulated gas supply functions raises concerns regarding cross-
subsidization.

Issues:

9.1 What activities and underlying costs should be incorporated into the
regulated gas supply option?



