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EB-2007-0598

ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board
Act, 1998, S.O. 1998, c.15 (Schedule. B);

AND IN THE MATTER OF an Application by
Union Gas Limited for an order or orders amending
or varying the rate or rates charged to customers as
of July 1, 2007;

UNION GAS LIMITED
REPLY ARGUMENT

1. By Application dated April 27, 2007, Union applied to the Board for final disposition of

Union's 2006 deferral account balances and for final disposition of the 2006 earnings

sharing amount.

2. The Board issued Procedural Order No. 1 on May 16, 2007 providing for a written

hearing, including written evidence, written interrogatories and written argument.

Union's written prefiled evidence was delivered, with its application, to the Board on

April 27, 2007. Union's written responses to interrogatories were delivered to the Board

on June 5, 2007.

3. Union submitted its Argument-in-Chief on June 11, 2007.

4. The Board issued Procedural Order No. 2 providing for an oral hearing on July 9, 2007

for the deferred taxes issue. Board staff and intervenors were to submit argument on all

issues other than deferred taxes by July 9, 2007.

5. Written argument was filed by the London Property Management Association

("LPMA"), the Industrial Gas User's Association ("IGUA"), the Vulnerable Energy

Consumers Coalition ("VECC") and the Consumer Council of Canada ("CCC"). All
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parties took issue with one aspect of Union's non-confidential filing. All intervenors

argued that the allocation of Demand Side Management ("DSM") costs in the Demand

Side Management Variance Account ("DSMVA") (179-111) should be allocated as the

2006 DSM dollars were spent rather than Union's proposed allocation which used the

Board approved 2004 allocation factors.

6. LPMA, IGUA and VECC also take issue with the confidential "non-utility adjustment"

as proposed in Union's prefiled evidence on earnings sharing. Intervenor argument on

the "non-utility adjustment" was submitted under separate confidential cover.

7. This is Union's reply argument on the non-confidential issue. Union will file reply

argument on the non-utility adjustment under separate confidential cover.

Demand Side Management Variance Account Allocation

8. As noted in Exhibit A, Tab 2, p. 5 of Union's prefiled evidence, Union proposed to

allocate the balance in the DSMVA to the rate classes in proportion to the approved 2004

allocation of DSM costs. This allocation is the same as that used to allocate the DSM

amount approved in rates.

9. LPMA, IGUA, VECC and CCC argue that Union's 2006 DSM expenditures should be

allocated to each rate class in proportion to the actual spending by rate class.

10. Union does not object to the DSM allocator put forward by LPMA, IGUA, VECC and

CCC. Union proposed using the approved 2004 allocator of DSM costs primarily for two

reasons. First, this was the last DSM allocator approved by the Board. Second, Union

did not anticipate there would be significant differences between an allocation of DSM
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costs based on the 2004 Board approved allocation and an allocation based on 2006

actual spending.

11. Union has redrafted Schedule 1 in Exhibit A, Tab 2 of the prefiled evidence to show the

impact of allocating the 2006 DSM costs by rate class based on actual spending. The

redrafted schedule is attached for information purposes.

12. No other issues were brought forward in argument by intervenors. Union, therefore,

requests an order of the Board approving the 2006 deferral accounts and earnings sharing

amount for 2006 as outlined in Exhibit A, Schedules 1 Corrected, 2 Corrected, 3

Corrected and 4. Union also seeks an order of the Board approving the method of

allocation of these amounts as outlined in Exhibit A, Tab 2, Schedule 1 Corrected.



EB-2007-0598
Exhibit A

Tab 2

Schedule1
Corrected

Alternative

UNION GAS LIMITED

Allocationot 2006 DeferralAccount Balances and 2006 Earnings Sharing to RateClasses

Line

No Particulars

Acct

No.
(a)

Rate 01

($000's)
(b)

Northern and Eastern Operations Area

Rate 10 Rate 20 Rate77 Rate 100

($000's) ($00o's) (so0o's) (so0o's)
(c) (d) (e) (D

Rate 25

($000's)
(9)

M2

($000s)
(h)

M4

($000's)
(i)

M5A

(5000's)
0)

M7

($000's)
(k)

M9

($000's)
(I)

Southern Operations Area

M10 Ty

($000's) (S000s)
(m) (n)

13
($000's)

(o)

M12

($000's)
()

M13

$000's)
(a)

CI

5000's)
()

M16

($000's)
(s)

Total (1)

($000's)
(t)

GasSupplyTransportation-Related Deferrals.
Unabsorbed Demand Cost (UDC) Variance

Heating Value

179.-108

179-89
(874)

(1,655)

(261)

(750)

(59) 481 (708)

(2,405)

Storageand Transportation-RelatedDQetertals:

Transportation and Exchange Services

Balancing & Short Term Storage Services

Long-Term Peak Storage Services
Other S&T Services
Other Direct Purchase Services
Total Gas Supply Transportation-Related

179-69
179.70
179-72
179-73
179.-74

(157)
(2,860)
1,234

(52)

(49)
(4,412)

(47)

(854)
369

(15)(do)
(1,574)

(11)
(194)

84

(3)(dl
(187)

(7) (630)

(129) (10,957)
56 4,750
(2) (198)à (1sol

(85) (6,744)

(63)

(1,098)
476

(20)

(1Dl
(719)

(3)

(53)
23

(1)1dl
(35)

(68)
(1,181)

512

(21)(col
(779)

(4)

(61)
27

(1)(dl
(40)

(0)

(3)
1

(0)(O)
(2)

(199)
(3,462)
1,501

(63)(0o)
(2,283)

(41)

(711)
308

(13)(dl
(469)

(2,648)

(2,648)

(126)

(126)

(4,004)
(21,565)

9,341

(390)

(373y
(20,104)

22 Total 2006 Deferral Account Disposition

Delivery-Related Deferrals:
Deferred Customer Rebates/Charges

10 Comprehensive Customer Information Program
t1 Direct Purchase Revenue and Payments
12 Lost Revenue Adjustment Mechanism (2)
13 Intra-period WACOG

14 Unbundled Services Unauthorized Storage Overrun
15 Storage Rights Compensation Costs
16 Demand Side Management Variance Account

17 Gas Distribution Access Rule Costs

408 100 Sr
4,867 1,582 815 36.226

16,123

511

7.213

303

1,541

7,000

(171)
4,088

15,742

55

55

432

429

183

183

118

11817

19

(10)

77

978

(23)

64

80909
1,998

(0)

49

47

(1)(8)
26

1,268

13

54618

(0)
292
800

(11)
142

990

17

565

(118)
2.037
8.211

299

3,766413

49
848

231

21 933 30 19 26066 2so8 130 s72 9l62O02, ;Gae 2mo 5a53 1.755---- --- ----
11

50

130

4

(53)

27

418
532

16

185

1,069

2.247

54

688

68
273

179-26
179-56
179-60
179-75

179-102
179-103
179-110
179.-111

179-112
179-113
179-114
179.-115

Late Payment Penalty Litigation
Incremental OEB Cost Assessment
Shared Savings Mechanism Variance Account
Total Delivery-Related

18

19

20
21

23 Earnings Sharing tor 2006 (2,458) (402) (131) (0) (331) (124) (6.,028) (242) (149) (212) (9) (1) (443) (70) (2.240) (2) (32) (3) (12,879)

24 Grand Total 3,245

Notes.
(1) EB-2007-0598, Tab 1, Schedule 1

(2) Per Exhibit A, Tab 1, Schedule 2, Page 1 of 5, column (e)

July 20, 2007


