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1. OPI Issues 

Ontario Natural Gas producers face several challenges when delivering natural gas into the local 
distribution network.  These challenges include the following: 

1. Conditions precedent to contracting (Available/Market Capacity) and timelines. 
2. Producer Station construction cost contestability. 
3. Prolonged producer shut-ins. 
4. Natural Gas pricing, which is inconsistent with the market-based, regulated price charged in 

Ontario Energy Board (OEB)-approved rates by Enbridge Gas Inc. (EGI) to customers. 
5. EGI proposed increases to GPA monthly station charges and M13 transportation charges. 

The OPI has intervened in several proceedings within the past 5 years in an attempt to resolve the issues 
outlined above.  In February 2022, The OEB initiated a proceeding on its own motion to consider the 
price paid by rate-regulated natural gas distributors for natural gas produced in Ontario with a filing 
number of EB-2022-0094.  Currently Issues 1 through 3 are being addressed in EB-2022-0094. In the 
same proceeding on November 17, 2022, in Procedural Order number 3, the OEB found that it does not 
have jurisdiction to directly set the price that Ontario natural gas producers get paid for the gas they 
produce and provide to Ontario distributors or any other purchaser.  This attempted to address issue 
number 4 above as EGI has not been willing to provide pricing more consistent with the market-based, 
regulated price charged by EGI to customers even though other distributors have for those producers 
fortunate enough to be located in proximity to their gas utility distribution networks.  

On February 7, 2023 in Procedural Order number 4 to EB-2022-0094, the OEB stated that issues related 
to the terms of service associated with the current M13, 401 and proposed E80 rates will be heard in the 
2024 Rebasing proceeding and that EGI’s proposal in the 2024 Rebasing proceeding for injection station 
fees will also remain in EB-2022-0200.  From the OPI issues listed above, this would leave issue number 
5 within this proceeding. 

 

2. Cross-Subsidies should be considered 

Consistent with long held market pricing principles adopted at the OEB, OPI does not believe that in-
franchise customers or other gas network stakeholders should be subsidizing Ontario producers. 
Similarly, Ontario producers should not be forced to cross-subsidize in-franchise customers or other gas 
network stakeholders.  OPI believes that all cross-subsidies should be considered by EGI when 
determining the revenue-to-cost ratios for Ontario producers and when developing rates to charge 
Ontario producers.  Some of the cross-subsidies that EGI has not considered when developing the 
revenue to cost ratio of 7.151:1 in its application, or when developing rates for Ontario producers, 
include the following: 

• Operation and Maintenance costs associated with transmission system. 
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• Fuel gas associated with transmission system. 
• Carbon tax associated with transmission system. 
• Price difference between Total Gas Supply Commodity Charge (TGSCC) in Union South Rate zone 

charged to customers by EGI, and the GPA price paid by EGI to Ontario producers selling under 
GPA contract. 

Please see Appendix 1 for a table and chart outlining the price difference between the GPA price paid to 
Ontario producers and the TGSCC.  The mean difference in the price from January 2015 to March 2023 is 
54 cents per GJ.  This represents a cross-subsidy from Ontario producers to in-franchise customers.  It 
should also be noted that this difference has decreased recently as amounts have accumulated in EGI’s 
variance account so as not to create rate shock for EGI customers.  These amounts will eventually be 
cleared increasing the mean difference between the price paid to GPA producers and the price charged 
to customers of EGI. 

In EGI’s 5 year gas supply plan dated May 1st, 2019, EGI estimates an average of 452,500 GJ per year 
from Ontario producers delivering gas to EGI under GPA contracts between 2019 and 2024.  These 
volumes delivered by Ontario producers under the GPA contract would equate to an annual cross-
subsidy of $244,350 per year from Ontario producers flowing to in-franchise customers.      

The other cross-subsidies listed above are avoided costs associated with Ontario production for both 
M13 and GPA contract holders.  These avoided costs reduce the costs that need to be recovered from 
in-franchise customers for fuel gas, carbon tax, and operation and maintenance. 

The cross-subsidies listed above, one of which we have quantified, should be considered by the OEB 
when determining EGI’s revenue-to-cost ratio and when determining if monthly station charges are 
reasonable.  OPI suggests that all benefits of local production should be considered by the Board in 
addition to the impact of rates on local producers when setting new rates for meter stations.      

 

3. Benefits of locally produced natural gas 

There are several benefits provided by a healthy Ontario local production industry that do not directly 
relate to subsidies to in-franchise customers.  Some of these benefits are outlined below and include: 

• Environmental benefits 
• Production royalties paid to the Crown and private landowners 
• Facility and pipeline taxes paid to municipalities 
• Other taxes and fees paid 
• Direct employment 
• Indirect employment 
• Reduced Unaccounted For Gas (UFG) for local production 

Environmental benefits include, but are not limited to, the cross-subsidy to in-franchise customers 
discussed above taking into account the reduced fuel gas usage by compressors in the transmission 
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systems.   The carbon footprint associated with local Ontario production also does not include any of the 
fuel gas consumed during upstream transportation required to land gas at the Dawn hub.  EGI’s 5 year 
gas supply plan states that Union South receives natural gas supplies from Western Canada, Chicago, the 
U.S. Mid-Continent and Appalachia.  Gas transported from some of these locations would undergo 
significant shrinkage due to fuel gas consumed in transport.   

Ontario producers generally pay a 12.5% royalty on the gross revenue generated from natural gas sales.  
Lake Erie production royalties are paid to the provincial government whereas production on private land 
is paid directly to landowners.  This acts to support the economics of local rural economies and the 
province and is a significant benefit seen only from Ontario production volumes entering the distribution 
network. 

Ontario producers also pay considerable municipal taxes for pipelines, facilities and wells.  In some 
instances, local producers pay upwards of 30% of revenue in municipal taxes.  These taxes enrich local 
municipalities and even offshore pipeline taxes flow to municipalities that border Lake Erie.   

Ontario producers benefits the province and local economies through a series of other taxes and fees 
paid including production fees, corporate taxes, licencing fees and fuel taxes.   

Ontario producers provide skilled jobs to local rural economies both directly and indirectly including but 
not limited to; engineers, geologists, managers, landmen, surveyors, operators, welders, electricians, rig 
operators, truck drivers, divers, boat captains and crew.  

A final likely benefit from Ontario producers mentioned here which is in addition to the cross-subsidies 
outlined, and in one case calculated, in the section above, is reduced Unaccounted For Gas (UFG) 
resulting from local production.  Local production is delivered directly to the distribution network in 
proximity to customers and therefore should have a lower chance of becoming UFG as it does not pass, 
in and out of storage, or through the transmission system. 

OPI suggests that indirect benefits to local economies and the province created by local production 
should be considered, in addition to cross-subsidies to in-franchise customers, when determining if it is 
reasonable to charge local producers greatly increased meter station fees and transportation fees 
associated with the GPA and M13 or new E80.        

 

4. Impact of Rate Increases on local producers 

The Ontario gas production industry has been continuously and consistently producing natural gas in the 
province since production was first recorded in 1890.  Between 1890 and 1985, there have been several 
peaks in production associated with successful exploration and development activities.  Since 1985, gas 
production has continued and has slowly declined in a steady and consistent manner.   
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At the end of a well’s life, it must be plugged in accordance with the Provincial operating standards and 
facilities must be decommissioned. Most Ontario producers are owner operators who maintain their 
wells and plug them out of cashflow as they become unproductive and uneconomic.   

Over the past 15 years, reduced natural gas commodity prices coupled with increasing taxes, reduced 
access to the distribution network and increasing fees and charges have strained the finances of Ontario 
natural gas producers.  There are 66 GPA producer stations as indicated by EGI in their application 
evidence to this proceeding.  Many of the GPA stations deliver relatively low quantities on natural gas to 
the distribution network.  The OPI has canvassed some of its members to determine the impact of the 
GPA rate increase on local producers.  Please see Appendix 2 for GPA contract holders comments and 
concerns.    

The OPI is concerned that an increase in monthly station fees for GPA holders from $90 to $469 or 
$1062 will create rate shock and have significant negative impacts on many small local producers.  An 
increase from $90 to $469 is a 421% increase in the monthly station fee and is likely to drive several 
producer stations to stop delivering into the distribution system.   

The OPI is of the opinion that these increases for certain producers will contribute to insolvencies and 
could lead to additional orphaned wells in the province, which then either become the responsibility of 
the government of Ontario or the affected landowner(s), if companies and individuals in care and 
control do not have funds to decommission wells. Neither of these outcomes is a desirable or necessary 
result of these station rates being increased so substantially, especially when a cost of service study 
addressing these variables is lacking specificity or reasonableness.    

 

 



Year and Month GPA Ontario Producer Price Total Gas Supply Commodity Charge - Union South Price Difference Percentage Difference
$CAD/m3 $CAD/m3 Commodity less GPA

Jan,15 $0.129792 $0.222663 $0.092871 42%
Feb,15 $0.117273 $0.222663 $0.105390 47%
Mar,15 $0.167973 $0.222663 $0.054690 25%
Apr,15 $0.101751 $0.146561 $0.044810 31%
May,15 $0.097071 $0.146561 $0.049490 34%
Jun,15 $0.108498 $0.146561 $0.038063 26%
Jul,15 $0.104793 $0.149571 $0.044778 30%

Aug,15 $0.116376 $0.149571 $0.033195 22%
Sep,15 $0.114075 $0.149571 $0.035496 24%
Oct,15 $0.114699 $0.145900 $0.031201 21%
Nov,15 $0.092118 $0.145900 $0.053782 37%
Dec,15 $0.094146 $0.145900 $0.051754 35%
Jan,16 $0.099567 $0.125108 $0.025541 20%
Feb,16 $0.084942 $0.125108 $0.040166 32%
Mar,16 $0.056238 $0.125108 $0.068870 55%
Apr,16 $0.062673 $0.131678 $0.069005 52%
May,16 $0.063570 $0.131678 $0.068108 52%
Jun,16 $0.059670 $0.131678 $0.072008 55%
Jul,16 $0.102336 $0.138229 $0.035893 26%

Aug,16 $0.090051 $0.138229 $0.048178 35%
Sep,16 $0.103857 $0.138229 $0.034372 25%
Oct,16 $0.104559 $0.150958 $0.046399 31%
Nov,16 $0.141336 $0.150958 $0.009622 6%
Dec, 16 $0.175188 $0.150958 -$0.024230 -16%
Jan, 17 $0.228228 $0.167188 -$0.061040 -37%
Feb, 17 $0.168480 $0.167188 -$0.001292 -1%
Mar, 17 $0.134862 $0.167188 $0.032326 19%
Apr, 17 $0.160212 $0.174434 $0.014222 8%
May, 17 $0.161109 $0.174434 $0.013325 8%
Jun, 17 $0.156117 $0.174434 $0.018317 11%
Jul, 17 $0.127062 $0.192334 $0.065272 34%

Aug, 17 $0.129597 $0.192334 $0.062737 33%
Sep, 17 $0.129246 $0.192334 $0.063088 33%
Oct, 17 $0.129324 $0.171859 $0.042535 25%
Nov, 17 $0.126087 $0.171859 $0.045772 27%
Dec, 17 $0.148122 $0.171859 $0.023737 14%
Jan, 18 $0.136851 $0.159153 $0.022302 14%
Feb, 18 $0.184977 $0.159153 -$0.025824 -16%
Mar, 18 $0.119145 $0.159153 $0.040008 25%
Apr, 18 $0.119847 $0.139327 $0.019480 14%
May, 18 $0.124761 $0.139327 $0.014566 10%
Jun, 18 $0.124137 $0.139327 $0.015190 11%
Jul, 18 $0.133419 $0.139327 $0.005908 4%

Aug, 18 $0.133146 $0.139327 $0.006181 4%
Sep, 18 $0.137163 $0.139327 $0.002164 2%
Oct, 18 $0.133653 $0.151421 $0.017768 12%
Nov, 18 $0.162942 $0.151421 -$0.011521 -8%
Dec, 18 $0.237159 $0.151421 -$0.085738 -57%
Jan, 19 $0.179556 $0.180395 $0.000839 0%
Feb, 19 $0.140946 $0.180395 $0.039449 22%
Mar, 19 $0.142233 $0.180395 $0.038162 21%
Apr, 19 $0.127530 $0.171237 $0.043707 26%
May, 19 $0.114387 $0.171237 $0.056850 33%
Jun, 19 $0.115479 $0.171237 $0.055758 33%
Jul, 19 $0.098553 $0.162957 $0.064404 40%

Aug, 19 $0.093561 $0.162957 $0.069396 43%
Sept, 19 $0.096720 $0.162957 $0.066237 41%
Oct, 19 $0.090207 $0.133356 $0.043149 32%
Nov, 19 $0.125307 $0.133356 $0.008049 6%
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Dec, 19 $0.122772 $0.133356 $0.010584 8%
Jan, 20 $0.100269 $0.134040 $0.033771 25%
Feb, 20 $0.082368 $0.134040 $0.051672 39%
Mar, 20 $0.078117 $0.134040 $0.055923 42%
Apr, 20 $0.073593 $0.121894 $0.048301 40%
May, 20 $0.091065 $0.121894 $0.030829 25%
Jun, 20 $0.078000 $0.121894 $0.043894 36%
Jul, 20 $0.070512 $0.121894 $0.051382 42%

Aug, 20 $0.081705 $0.121894 $0.040189 33%
Sept, 20 $0.102531 $0.121894 $0.019363 16%
Oct, 20 $0.084045 $0.128566 $0.044521 35%
Nov, 20 $0.131430 $0.128566 -$0.002864 -2%
Dec, 20 $0.122226 $0.128566 $0.006340 5%
Jan, 21 $0.108420 $0.134224 $0.025804 19%
Feb, 21 $0.120822 $0.134224 $0.013402 10%
Mar, 21 $0.126672 $0.134224 $0.007552 6%
Apr, 21 $0.109668 $0.137086 $0.027418 20%
May, 21 $0.122265 $0.137086 $0.014821 11%
Jun, 21 $0.122538 $0.137086 $0.014548 11%
Jul, 21 $0.158145 $0.132272 -$0.025873 -20%

Aug, 21 $0.177177 $0.132272 -$0.044905 -34%
Sep, 21 $0.194961 $0.132272 -$0.062689 -47%
Oct, 21 $0.253188 $0.171480 -$0.081708 -48%
Nov, 21 $0.274833 $0.171480 -$0.103353 -60%
Dec, 21 $0.244959 $0.171480 -$0.073479 -43%
Jan, 22 $0.189462 $0.180529 -$0.008933 -5%
Feb, 22 $0.285558 $0.180529 -$0.105029 -58%
Mar, 22 $0.210834 $0.180529 -$0.030305 -17%
Apr, 22 $0.239733 $0.201518 -$0.038215 -19%
May, 22 $0.339027 $0.201518 -$0.137509 -68%
Jun, 22 $0.402129 $0.201518 -$0.200611 -100%
Jul, 22 $0.303966 $0.313751 $0.009785 3%

Aug, 22 $0.399126 $0.313751 -$0.085375 -27%
Sep, 22 $0.419172 $0.313751 -$0.105421 -34%
Oct, 22 $0.277602 $0.360910 $0.083308 23%
Nov, 22 $0.248625 $0.360910 $0.112285 31%
Dec, 22 $0.329706 $0.360910 $0.031204 9%
Jan, 23 $0.235872 $0.323821 $0.087949 27%
Feb, 23 $0.158691 $0.323821 $0.165130 51%
Mar, 23 $0.130299 $0.323821 $0.193522 60%
Apr, 23 $0.225958
May, 23 $0.225958
Jun, 23 $0.225958
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