
December 17, 2008 

Ms. Kirsten Walli 
Board Secretary 

Ontario Energy Board 

2300 Y onge Street, 
26th Floor 

Toronto, ON 
M4P 1E4 

Re: Union Gas 2009 Rates (EB-2008-0220 - Effective January 1, 2009) 

Union's Responses to Interrogatories 

Dear Ms. Walli: 

Enclosed please find two copies of Union's responses to interrogatories. 

If you have any questions concerning this application and evidence please contact me at 

(519) 436-5476. 

Yours truly, 

;;7 
j 

Chris Ripley 

Manager, Regulatory Applications 

cc M. Penny (Torys) 

EB-2008-0220 Intervenors 



Exhibit B 1.1 

UNION GAS LIMITED 

Answer to Interrogatory from 
Board Staff 

Ref: Exhibit A Tab 1 pages 8-9 

Jf'ÜIl respect to tile forecasted costs for tile conversion to Interuational Financial 
Reporting Standards (IFRS), Union proposes to make the Z factor adjustments (sllown 
in table 2 on page 9) anlllwlly over the IR term, starting in 2009. Union also notes that 
it has no incentive under tile IR Ji'amework to do anything otller tllan make evelY effort 
to prlUlently incur costs since approval of the costs as a Z factor is not guaranteed in 
any given year. 

Question: 

I. Please clarifj' vvhether in this proceeding Unioll is asking for Zfactor treatmcnt(or 
just the 2009 forecasted costs or is it for all ( e:rcept 2(08) (~( the costs presented in 

table 2. 

2. Assume: (0 that the Board approves Zfactor treatment for the $1.51 Imillion in 2009 

fòrecasted (pre-tax) costs and (ii) the IFRS actual costs in 2009 totalled. s(1.v, $1.425 
millioll. Under these circumstances, please elaborate as to whether Union vvould 

continue to view the amount recovered in 2009 rates as appropriate i.e. still meeting 
Z fàctor criteria, or altemativeZv, would Union propose an ojþ;etting adjustment since 
the event no longer met the criteria. 

Response: 

1. Union is seeking approval in this proceeding to recover the amounts set out at Exhibit 

A, Tab 1, page 9, Table 2, line 6 for the years 2009 through 2012. Table 2 provides 

the revenue requirement impacts associated with the annual pre-tax costs provided in 
Table 1. 

2. Union is not proposing to true up for actual spending over or under the amounts 
presented in Exhibit A, Table 1 once approved by the Board. Union is proposing to 
adjust rates by the amounts set out in Table 2, line 7. 

Union will manage any cost variance, positive or negative, associated with converting 

to IFRS. Union's application for Z factor treatment is in place of a deferral account. 

Question: December 9,2008 
Answer: December 17,2008 
Docket: EB-2008-0220 



Exhibit B 1.2 

UNION GAS LIMITED 

Answer to Interrogatory from 

Board Staff 

Ref: H/orkillg Papers/Schedule 15 lille I 

Questioll : 

Please provide the calclflation H'hich generates a CCA d(fJerence of $1. 769 million. 

Response: 

Line 

No. Tax Related Amounts Forecast from CCA Rate Changes 

I 

2 

3 

4 

Computer Equipment (Class 45) - Opening UCC Balance 

New purchases (2007 Board Approved additions) 

Capital cost Allowance (CCA) at 45% - fomler tax rule CCA rate 

Closing Undepreciated Capital Cost (UCC) 

5 

6 

Computer Equipment (Class 45) - Opening UCC Balance 

New purchases (2007 Board Approved additions) 

Capital cost Allowance (CCA) at 55% - 2007 Federal Budget tax rule CCA 
rate 

Closing Undepreciated Capital Cost (UCC) 

7 

8 

9 

10 

11 

12 

Distribution Assets (Class 1) - Opening UCC Balance 

New purchases (2007 Board Approved additions) 

Capital cost Allowance (CCA) at 4% - fOlmer tax rule CCA rate 

Closing Undepreciated Capital Cost (UCC) 

13 

14 

Distribution Assets (Class 1) - Opening UCC Balance 

New purchases (2007 Board Approved additions) 

Capital cost Allowance (CCA) at 6%- 2007 Federal Budget tax rule CCA 
rate 

Closing Undepreciated Capital Cost (UCC) 

15 

16 

17 CCA Difference (line 7 - line 3) + (line 15 - line 11) 

Question: December 9,2008 
Answer: December 17, 2008 
Docket: EB-2008-0220 

2007 
($ millions) 

0.000 

8.741 

1.967 

6.774 

0.000 

8.741 

2.404 

6.337 

0.000 

133.227 

2.665 

130.563 

0.000 
133.227 

3.997 

129.230 

1. 769 



Exhibit B2.1 

Page 1 of2 

UNION GAS LIMITED 

Answer to Interrogatory from 

Association of Pmver Producers of Ontario ("APPrO") 

Z Factor 

Ref: Exhibit A, Tab 1, pages 6 and 9, Tables 1 alUI2 illustrates the proposed cost 

recovery of certain costs related to recovery of conversion to [FRS. 

Question: 

a) Please confirm that the costs in this table are intended to recover costs illcurredfrom 
conversion related to Table 1 for the years 2009 and 2010. 

b) If the actual incurred costs for any )'ear are less thall the $1.5m threshold cost for 
recuvel:V. please cOl!firm it is Union's illtent not to recover any costs for such year. 

c) Table 2 illustrates an O&M cost recovel:vfor 2011. yet in Table 1 the total costs 

related to 201 1 do not meet the $1.5m materiality threshold. Please explain 

Response: 

a) Exhibit A, Table I provides the annual pre-tax costs associated with converting to 

IFRS. Exhibit A, Table 2 provides the annual revenue requirement associated with 
the annual pre-tax costs and the proposed rate adjustments for the 2009 to 2012 
period. 

b) Please see response to Exhibit B 1.1, Question 2. 

c) In the ordinary course, once the annual materiality threshold of $1.5 million is met 
and the Z factor is approved for recovery, there would be no subsequent adjustment 

related to that event until the materiality threshold is once again exceeded. 

Had Union taken this approach, Union would have proposed to adjust rates in 2009 
by $1.239 million (the revenue requirement associated with pre-tax costs of $1.511 

million) and made no further adjustment to rates over the IR tenn since Union would 
not be incurring incremental costs associated with IFRS in excess of $1.5 million. 
This would have resulted in a total recovery of$4.956 million. 

However, given the composition (capital and O&M) and one time nature of these 

costs, Union is proposing to adjust rates annually over the IR tenn. The costs 

associated with the IFRS conversion are largely incurred in 2009 and 2010 and will 
not be incurred on an ongoing basis once the conversion is complete. Given that a 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit B2.1 
Page 2 of2 

large proportion of the costs incUiTed in 2009 and 2010 are capital costs associated 

with changes to Union's accounting systems. there \vill be revenue requirement 
impacts that extend beyond 2010 into 2011 and 2012. (i.e. depreciation, return and 

tax). The costs in 2011 and 2012 are directly related to capital expenditures made in 

2009 and 20 I O. They are part and parcel of the same Z Ülctor event. They cannot be 

viewed on a standalone basis as if the 20 II and 2012 costs were a separate event 
required to meet the annual materiality threshold of $1.5 mi llion. 

Question: December 9, 2008 

Answer: December 17,2008 
Docket: EB-2008-0220 



Exhibit B2.2 

UNION GAS LIMITED 

Answer to Interrogatory from 
Association of Power Producers of Ontario ("APPrO") 

TransCanada DOS-MN 

Question: 

On or about November 7,2008, TransCanada filed an application with the National 
Energy Board to implement a Dawn Overrun Service - Must Nominate ("DOS-MN") 
whereby for the balance of the current winter TransCanada will receive gas at Empress 

and redeliver such volumes at Dawn. The cost for such service is the FT commodity toll, 
thus shippers avoid the normal demand charge that otherwise would apply. Certain 
shippers had the right to their pro-rata of this service. Please indicate if Union has taken 
its pro-rata share of this service and, if so, whether the full benefits of this service will 
flow through the Y factor transportation costs. 

Response: 

Yes. Union contracted for its pro rata share of DOS-MN. Union offered a portion of its 

pro rata share to customers with TCPL assignments. Some of these customers accepted 

the DOS-MN capacity assignment. 

Union is not treating any benefit associated with the use of the DOS-MN as a Y factor. 

Any benefit from the use of DOS-MN over the term ofthe incentive regulation 

framework will be used to contribute to the S&T transactional margins already included 

in infranchise delivery rates, and will form part of the Union's regulated earnings. 

Question: December 9, 2008 

Answer: December 16, 2008 

Docket: EB-2008-0220 



Exhibit B3.1 

UNION GAS LIMITED 

Answer to IntelTogatory from 
Canadian Manufacturers and Expotiers ("CMF) 

Treatment oJ'Tax Savin!!s 

Ref: K,'hibit A. Tab J. pages 1 to 4. and Rate Order ~Vorkjng Papers. Schedule J 5 

Question: 

Please redo Schedule 15 to ShOlV the impact ill 2008 alld 2009 of illcludillg. rather thall 
excludillg, tax Sal'illgs associated 'vl'ith 2008 and 2009 capital additiolls. 

Response: 

Please see response at Exhibit B5.4 a). 

Question: December 9, 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit B3.2 

---- 
UNION GAS LIMITED 

Answcr to IntclTogatory fl'om 

Canadianívlanufacturcrs and Exportcrs ("Cl\'lE~ 

International Financial Reportinf! Standards r..JRFS") 

Ref: Exhibit A, Tab /, pages 4 to 10 

Question: 

Whell did Canadiall accoullting authorities initialZl' raise for discussion the COl/\'erSiOll 

from Canadian GeneralZl' Accepted ",lCcolfllting Principles ("Calladiall GAAP ") to 
IFRS? 

Response: 

The CICA initially raised the potential conversion from Canadian GAAP to IFRS during 

2006. The CICA did not confirm the requirement until February 2008. 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit B3.3 

UNION GAS LIMITED 

Answcr to IntclTogatory from 
Canadian Manulàcturcrs and ExporteJ:~ ("CME") 

International Financial ReportÍ11!! Standards ("'IRFSH) 

Ref: Exhibit A, Tab 1, pages 4 to J 0 

Questíon: 

HOll' long have Union Gas Limited ("Union") and its ultimate parent company heen 

mj'are of the need to con vert from Canadian GAAP to IFRS? 

Response: 

Please see response at Exhibit B3.2. 

Qucstion: Dccember 9, 2008 

Answer: Decembcr 17, 2008 

Docket: EB-2008-0220 



Exhibit B3.4 

UNION GAS LIMITED 

Answer to Inten'ogatory tì'om 

Canadian Manufacturers and Exporters ("CME") 

InternatiO/JaI Financial Reportine Standards (HIRFS") 

Ref: Exhibit A, Tab 1, pages 4 to 10 

Question: 

Please confìrm that there is no deferral account in the Settlement Agreement which 
enables Union to record and recoverji'om its ratepa.vers costs associated lvith converting 
Fom Canadian GAAP to IFRS. 

Response: 

Confimled. If there was an existing deferral account, Union \vould not be seeking to 

record this expense as a Z factor. 

Question: December 9, 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit B3.5 

UNION GAS tlMLTED 

Answer to IntclTooatorv from :::0 
" 

Canadian Manufacturers and Exporters ("CME") 

Storaf!e ilJarf!in Sharinf! Chanf!es 

Ref: Exhibit A. Tab 1. pages 11 and 11. and Rate Order Hiorking Papers. 
Schedule 14 

Question: 

Compared to the 2007 forecast amount of $21.405lvf, Ivhat are Union's actual 2007 

storage revenues Ivhich are to be shared Ivith ratepayers as a result of the Board's 
Decision on Motion dated October 23, 2008, in EB-2008-0154 rejecting Union's Motion 
to RevieH' the Board's 2007 Deferral Account Decision in EB-2008-0034 dated June 3, 
2008? 

Response: 

The actual 2007 long term peak storage revenues were $32.222 million compared to a 

$21.405 million forecast for a variance 0[$10.817 million. Of the $10.817 million 

variance, 75%, or $8.113 million, is a credit to ratepayers. 

Following the Board's decision in EB-2007-0034, Union credited ratepayers $2.196 

million in 2008. The remaining credit to ratepayers is $5.917 million as a result of the 

Board's Decision in EB-2008-0154. Union will dispose of this credit as pa11 of its 2008 

deferral account disposition. 

Question: December 9, 2008 

Answer: December 17,2008 

Docket: EB-2008-0220 



Exhibit 83.6 

UNION GAS LIMITED 

Ans\ver to Interrogatory from 

Canadian Manufacturers and Exporters ("CME") 

Storaee ,HanzÍll Sharine Chanees 

Ref: El:hibit A. Tab 1. pages II and 12. and Rate Order Jl'orkil1g Papers. 
Schedule 14 

Question: 

Please revise Rate Order Working Papers Schedule 14 to sl1mv the storage premium that 

lvould he emhedded in 2009 in-fl'anchise rates if the individual line items leading to a 

total amount of $25. 393NJ at Col (j). line 10 lvere to be revised to reflect actual revenues 
for 2007 for lines 1 to 10 inclusive of Rate Order Working Papers Schedule 14 rather 
than forecast 2007 revenues[or each of those line items. 

Response: 

The purpose of Rate Order Working Papers Schedule 14 is to summarize the S&T 
transactional margin included in 2009 rates. Specifically, this schedule highlights the 

2009 rate adjustment required to reflect the phase out of long ternl storage margin 
included in delivery rates. Updating Schedule 14 for actual 2007 revenues is not relevant 
to the determination of 2009 rates. 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: E8-2008-0220 



Exhibit B3.7 

UNION GAS LIMITED 

Answer to Interrogatory tì'om 

Canadian Manufacturers and Exportersï1~MFc:J 

Customer Bill Impacts 

Ref: Exhibit A, Tab 1, pages /3 and /4, and Rate Order H'orking Papers, 
Schedules 8 and 9 

Question: 

The evidence indicates that the price cap produces a reduction to rates of 0.28%. 

HOlvever, the customer bill impacts evidence ShOll'S that the delivery rate bill impacts on 

all ÙI:{ranchise customer classes are rate increases ranging in percentage amoullls frolll 
0.8% for Rate T3 in the South, to 2.5% for Rate M7 in the South and Rate 20 in the 

North. Tn this conte.ct, please provide the follOlving information: 

a) Please provide a list and sUlllmary description of each of the factors that are acting in 

comhination to produce rate increases for each in-franchise rate class lvhich more 
than offset the price cap rate reduction for each of those rate classes. 

Response: 

Information on each of the factors impacting 2009 rates is provided at Exhibit A, Tab 1 

of Union's PrefiIed Evidence: 

1. Tax-related adjustments: pages 2 - 4 

2. Storage Premium Adjustment: pages 11 - 12 

3. Z factor adjustments (IFRS): pages 4 - 10 

4. DSM budget: page 11 

5. Average Use and LRAM: page 11, 12 

A summary of all the factors, and the related rate class impacts of each factor, is provided 

at EB-200S-0220, Rate Order, Working Papers, Schedule 5. The application of the Price 

Cap Index of (0.2S)I% appears at Column (d). The other factors and the associated 

revenue changes by factor are presented at Columns (b), (c), (e), (f), and (h). Column (i) 

identifies the average bill impact to each rate class. 

Question: December 9, 200S 

Answer: December 17, 200S 

Docket: EB-200S-0220 



Exhibit B4.1 

UNION GAS LIMITED 

Answer to Interrogatory from 
11ldustrial Gas Users Association ("IGUA ") 

Ref: Ex. A-i, page 3 and Rate Order 'Yorking Papers Scltedules 15 alllli3. 

Tlte evidence indicates tltat for tlte purposes of calculating tlte tax Z factor for 2009, 

Union Itas not included tax savings associated witlt 2008 or 2009 capital additions. A 

decision on Union's motion for clarification of tltis matter is pending. The evidence 

also indicates that Union is proposing to recover tlte balance of tlte $8 million 
provision included in 2008 rates on account of tax cltanges for 2008 pending the 

outcome off the Board's decision on tlte treatment of Ücæs during tlte IR term. 

Question: 

a) Please restate Schedules 15 and 13 to include tax savings associated ll'ith 2008 and 
2009 capital additions. 

h) Please restate 5'chedules 15 and 13 to indicate the rate impact of recovering at 
this time the balance of the interim $8 million provision included in 2008 rates, 
leaving all other assulllptions underZving the schedule unchanged. 

Response: 

a) Please see response at Exhibit B5.4. 

b) Union and intervenors agreed in the Addendum to the EB-2007-0606 Settlement 

Agreement to an interim rate adjustment of$8 million (i.e. a reduction in rates), 

which reflected the approximate value of federal and provincial tax changes for 2008. 

No further base rate changes were contemplated in 2008; however, patiies agreed that 

if the intervenors' position prevailed, the interim adjustment would be trued up. A 

deferral account was established to capture the variance between the interim 
adjustment being made to 2008 rates and the adjustment that would have been made 

to rates had the Board's decision on this unsettled issue been incorporated into 2008 

rates. 

The Board subsequently directed Union to treat 50% of the tax change impacts during 

the IR teml as a Z factor. The $8 million must be taken into account both in the base 

and for 2008 via the deferral account in order to ensure that Union shares 50% of the 

tax change impacts as directed by the Board and that the correct base is used for 
escalation purposes. 

Question: December 8. 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit 84.2 

UNION GAS LIMITED 

Answer to Intenooatorv from Co . 

Industrial Gas Users Association ("IGUA") 

Reference Ex. A-I, page 9. 

Union i'i seeking apprm'al in this proceeding ofz-Iåctors for IFRS conversion costs 

to be incurred in each of 2009,2010,2011 and 2012, as indicated at Table 2 of the 

referenced evidence. 

Question: 

a) On what hasis is Union proposing to adjust 2009 rates in advance of proposed lFRS 
expenditures, rather than usil/g a def'erntl aCCOUl/t mechanism? 

h) Is Union proposing a variance account to track actual IFRS expenditures in each of 
these years? 

c) Will Union update its fòrecast of IFRS related expenditures for each anl/ual rate 
adjustment? 

d) Please provide fÌirther detail to explain al/d justifj' the requested approval for 
reCOVel}'fi'Ol1l ratepa}'ers of a total of' $5. I 77 million, pre-tax, for IFRS accounting 
changes. Please include a particulars regarding what s}'stel1l investments are 
required and yvhy, H1wt operations and maintenance activities are required and lvh.v, 

and hmv the costs of'this initiative are being shared among the Spectra group of 
compallles. 

Response: 

a) Union is not proposing a deferral account because, in Union's view, the costs 

associated with the conversion to IFRS meet the criteria of a Z factor. Under 
incentive regulation framework, the expectation is that material cost increases will be 

dealt with by Z factors and not deferral accounts. 

b) Please see response at Exhibit B 1.1, Question 2. 

c) Please see response at Exhibit B 1.1, Question I. 

d) Please see response at Exhibit B5.1. 

Question: 

Answer: 

Docket: 

December 8, 2008 

December 17, 2008 

EB-2008-0106 



Exhibit 85.1 
Pal!e 1 of 7 

UNION GAS LIMITED 

Answer to Interrogatory fì'om 

The London Prope11v I'vIanagement Association ("LPMA") 

Ref: Exhihit At Tab 1. pages 4 -10 

Questioll: 

a) Please provide a breakdm\'n of the capital investment figures shmFn in Table 1 for each 

year 2008 through 2012 showing the amount and nature (~f the investment including, but 

not limited to. the asset categOl~1' and the Celj class to which the investment .vill be 

booked. 

b) Please provide a breakdmvn of the depreciation e.'pense for each year sholl'n in Table 1 

for each of the asset categories requested in part (a) above, Please also provide the 

Board approved depreciation rate used to calculate each component of the overall 
depreciation e.\pense, along .vith all calculations l/sed. 

c) Please provide all the calculations and assumptions l/sed to calculate the interest cost 

shml'n in Table 1 for each .vear shmvn, including the derivation of the interest rate used. 

If applicable, please provide the Board approved rates used. Please also shmv the 

calculation and assullzptiol1s used to determine the rate base amOl/nt that needs to be 

financed for each of the years. 

d) Please provide a detailed breakdown of the O&iV1 costs for each year shmvn in Table J. 

e) Please explain .vh)' none of the O&M costs sl1O.vn in Table 1 are capitalized. 

j) What evidence does Union have that "corporations can~vÙzg on business internationa/~v 
Iike~v alread.y comp~v with the new international standards and .villnot incur conversion 

costs. 
" 

(page 8)? 

g) l'i there any impact on Union related to IFRS reporting related to the EB-2008-0034 
application that transfers ownership of Union to a Iillzited partnership? 

h) Hmv are the costs being shared betlveen Union and the other groups within Spectra 

Ener,'Sy related to shared resources and information! Are any of these costs included in 

Table I? If so, please provide a breakout of these shared costs that are included in Table 

I. 

i) Please provide the assumptions and calculations used to calculate the taxes for each .vear 
in 2008 through 2012 shown in Table 2. 

Question: 

Answer: 
Docket: 

December 1, 2008 

December 17, 2008 

EB-2008-0220 



Exhibit B5.1 
Page 2 of7 

jJ Please explain \\'hy LInion is proposing ro reCOl'er costs in 2011 and 2012 through an 

(/(ljusllnelll to the Zfactor 11'hen, according to Tahle I, the costsfor 201 land 2012 l\'ould 
not mcet the materialitr thresholdfor a Zjelctor el'ent. 

It) Please provide an update to the fìrst column in Tahle 1 for 2008, shoHing the year-to- 
date costs incurred and the projected year-end costs. Please explain (lI1F l'ariances from 
the 2008fìgures provided in Table 1. 

I) Please provide all the assumptions and calculations used to calculate the reduction in the 

rel'enue requirement related to taxes, in eluding the calculation of CCA deductions for 
each year shmvn in Tahle 2. 

m) The evidence at page 9 indicates that Union is proposing to make the Z factor 
adjustll1ents provided in Table 2 aJ/llUalZv over the lR term starting in 2009, Hm!'ever, 
the tahle onZv shm!'s Zfactor adjustments heginning in 20l0. Please reconcile. 

n) Are there an.v cost reductions or eliminations associated lvith the systems that are going 
to he replaced h}' the nelV softl!'are (O&M and/or capital investments)? Please explain. 

0) Union indicates that it lVa/lts to recover the costs shmvnfor 2009, 20l0, 20ll and 2012 
ill Table 2, hut not the amount of $868 shmvn for 2008. Please explain. Please also 
explain why the 2011 and 2012 costs \Vould he recoverable lvhen the pre-tax figures 
shown in Table 1 are belmv the $1.5 million l1wteriali(v threshold. 

17) Union indicates at page 7 that the change in accounting standards is heyond 

management control. However the criteria for determining whether an event qualifìes 

for a Zfactor is that the cost must be be.vond the control of the utilit}, 's 
management. 

Please explain how the costs, and the timing of those costs, are heyond the control of 
ma nagemen t. 

q) How does Union propose to treat any l'ariance between the actual IFRS conversion 

revenue requirement in 2009 through 2012 as compared to the forecasted fìgures shown 
in Table 2? 

Response: 

a) The capital expenditures shown at Exhibit A, Table 1 are related to changes and 

enhancements to the Company's accounting system (SAP). These changes are required 

to enable the Company to report both OEB regulatory requirements and under IFRS. 
These are software costs and are subject to CCA class 11. 

Question: 

Answer: 
Docket: 

December 1, 2008 

December 17, 2008 
EB-2008-0220 
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b) The following table provides the CCA and depreciation rates for each year of 
depreciation. 

Year CCA 
1 

2 
50.0% 
50.0~/ó 

12.5% 
25.0% 
25.0(% 

25.0% 
12.5% 

"' 
-) 

4 

5 

100% 100.0% 

The following table is a schedule of depreciation using the rates noted in the table above: 

($OOO's) 

Year of Investment 2008 2009 2010 Total 

Capita] Investment ~ $92 $1,334 $263 $2,189 

2008 74 74 
c 2009 148 167 315 

.S 
....... 2010 148 333 33 514 .:::: 

u 201] ]48 334 65 547 Q) 
.... 
0... 2012 74 333 66 473 
Q) 

""Cl 2013 167 66 233 
...... 
0 

2014 33 33 
.... 
ro 
Q) 2015 >-- 

$592 $1,334 $263 $2,189 

c) The interest rate used in Exhibit A, Table 1 is consistent with the 4.706% rate used in the 

Board Approved weighted average cost of capital calculation. 

Question: December 1,2008 

Answer: December 17,2008 
Docket: EB-2008-0220 
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($OOO's) 

., .~-_. --~~---_._--~-- 2009 2010 2011 2012 
...~w_._______ - 

-----~-_._------ ------ 592 1,926 2.189 2.189 
I ,334 
1.926 2.189 2.189 2,\ 89 

389 903 _1,924 
1,537 1,286 739 265 

1,028 lA12 1,012 502 

4.71% 4.71% 4.71% 4.71% 

$ 48 $ 66 $48 $24 

Capital Investment 
Opening balance 

Additions 
Closing balance 

Accumulated 
depreciation 

NBV 

2008 

592 

518 

Rate base (average) 259 

Interest rate 4.71% 

Interest expense $12 

d) The following table provides a detailed breakdown of the O&M costs for each year, by 

major cost type. 

($OOO's) 

O&M Costs 2008 2009 2010 2011 2012 Tota] 

Consulting $768 $441 $394 $35 $] ,638 
Additiona] staff 48 205 416 51 720 
Project management 53 163 79 295 

Administrative costs 13 40 40 10 103 

Audit fees 299 299 

$882 $1,148 $929 $96 $3,055 

e) The O&M costs shown at Exhibit A, Table 1 are not capitalized because they do not meet 
the CICA or OEB guidelines for capitalization. To be capitalized the costs would need to 
embody a future benefit that involves a capacity to contribute directly or indirectly to 

future net cash flows (CICA 1000.30). 

1) IFRS is an intemationa] accounting standard recognized in over 100 countries 
J 

. 

Corporations in Canada that operate intemationally arc Iike]y already reporting under 
IFRS and would have systems, policies and procedures that are IFRS compliant. If they 

I 
IFRS Conversions: What CFOs Need to Know and Do (page 3). 

Question: December 1, 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 
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are already IFRS compliant there is no need for those companies to conveli. 

g) There is no impact on Union related to IFRS reporting related to the EB-2008-0304 
application. 

h) The cost of resources and infonmltion shared between Union and the other groups within 

Spectra Energy are shared equally between Union Gas and WestcoasL the two Spectra 
publicly accountable enterprises in Canada. A summary of these costs that are included 

on line 5 of Exhibit A, Table 1 are as follo\vs: 

($OOO's) 

2008 2009 2010 2011 2012 

Consultant $ 8.8 118.8 

2 Project management $ 106.7 325.2 157.5 

Lines 
3 Total Shared Costs 1 + 2 $ 115.5 444.0 157.5 

Union's Share (50%) Line 3 

4 included in line 5 of x 50% 
table 1 $ 57.8 $222.0 $78.8 

i) 
($OOO's) 

---.--- 2008 2009 2010 2011 2012 
1 Revenue Requirement Table 2, line 6 $868 $1,239 $1,440 $919 $712 

2 O&M Table 2, line 1 882 1,148 929 96 0 

3 Depreciation Table 2, line 2 74 315 514 547 473 
4 Interest Table 2, line 3 12 48 66 48 24 
5 line 2 + line 3 + line 4 968 1,511 1,509 691 497 

6 Income before taxes line 1 - line 5 (100) (272) (69) 228 215 

7 add depreciation line 3 74 315 514 547 473 
8 deduct CCA See Exhibit 5.1 a) and b)* (296) (963) (799) (132) 0 

9 Taxable Income line 6 + line 7 + line 8 (322) (920) (353 ) 644 688 

10 tax rate 34% 33% 32% 31% 29% 

11 line 9 x line 10 (108) (304) (113) 196 200 

Question: December 1, 2008 

Answer: December 17,2008 
Docket: EB-2008-0220 
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* Amounts by year are calculated based on the follO\ving formula: 

(previous year's capital investment x 50o/~) + (current year's capital investment x 50o/~) 

j) Please see response at Exhibit B2.1 c). 

k) Update to Column I (2008) from Exhibit A, Table I 

Capital Investment 932 

Depreciation 74 

Interest 

Total 86 

O&M 907 

Annual Cost 994 

The variances in costs are related to the timing of actual expenditures relative to the 

project plan. 

I) Please see response to i) above. 

m) The Z tàctor adjustments at Exhibit A, Table 2 show the increase (or decrease) in the IFRS 

conversion revenue requirement from the previous year. Each year's adjustment is added to 

or deducted tÌ"om the previous year's revenue requirement so that Union is able to recover the 

amounts labelled "Total" on line 6 of Exhibit A, Table 2. 

n) There will not be a reduction to O&M or capital costs due to the new software. The new 
software is to add functionality to the accounting system required to comply with the new 
IFRS requirements; it is not intended to increase efficiency of work currently being 

performed. 

0) Union is not proposing to recover the costs associated with 2008 by adjusting 2009 rates 

because the 2008 costs were not known at the time the 2008 rate order was processed. 

Please see response to Exhibit B2.1 c). 

p) The requirement by the Canadian Accounting Standards Board ("AcSB") that all publicly 

accountable enterprises adopt IFRS in place of Canadian GAAP for interim and annual 

reporting purposes for fiscal years beginning on or after January 1,2011 is the 

precipitating event. The incurrence of the costs and timing of the costs related are a natural 

consequence of the requirement imposed by the AcSB and thus, are beyond the control of 
the company's management. 

Question: December 1, 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit 85.1 
Page 70f7 

q) Variances bet\veen the estimated cost of conversion included in rates and the actual cost 

of conversion will he managed by the company. 

Question: December 1, 2008 

Answer: December 1 7, 2008 

Docket: EB-2008-0220 



Exhibit B5.2 

UNION GAS LIMITED 

Ans\ver to lnterrouatorv lì'om '" - 

The London Propertv rVlanall:cment Association ("LPMA ") 

Ref: E\:hibit A, Tab I, page 12 

QuestiOll : 

a) Please provide the 2005 throllgh 2007 data llsed to calclllate the AU adjuslments of 
0.3?í;for rates Atl and A12, -O.niJfor rate 01 and +1.8%jòr rate 10. 

b) Are the redllctions calclllated by Union and noted above in (a) based on a starting 
point of the 2008 average use estimate ji'om the EB-2007-0606 Settlement Agreement 
dated JanllaJY 3, 2008 or from Union's most recent forecast of normalized average 

lise/or 2008? Please provide the 2008 base to which the changes are to be applied 
and specif.1' their source. 

c) Please provide the 2004 through 2006 data llsed to calclllate the A U declines applied 

in 2008 of 1. 7% for Rates M1 and Ai12, 2.4%jòr Rate 01 al/(ll.8%for Rate 10, as 

specified in SectioN 4.1 of the EB-2007-0606 Settlement Agreement dated JaNuary 3, 

2008. 

d) Please confirm that the AU factor is based on normalized actllal figllres that reflect 

the 55/45 blended H'eather method llpdated allnlla/~v. 

Response: 

a) Tables 1-5 attached, provide the data used to calculate the AU adjustments for Rate 

M1, Ratc M2, Rate 01, and Rate 10. Tables I -4 provide the number of customers and 

show the build-up ofDSM adjusted annual volumes. Table 5, Column P, shows the 

calculation of the AU factor under the heading "3 Yr. M.A." (3 year Moving 
Average). The 2009 annual delivery rate adjustment incorporates AU factors based 

on annual percent changes observed for the period 2005 to 2007. 

b) The reductions calculated by Union are based on a starting point of the 2008 Average 
Use estimate from the EB-2007-0606 Settlement Agreement dated January 3,2008. 
The 2008 base reflects the final volumes used to set 2008 final rates which appear at 

EB-2007-0606, Rate Order, Working Papers, Schedule 4, Column (x). 

c) Please see response to a) above. 

d) Confirmed. 

Question: December 1,2008 
Answer: December 17,2008 

Docket: EB-2008-0220 
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Exhibit B5..2. 

UNION GAS LIMITED 

Answer to JntetTogatory tì'om 

The London Propertv Management Association C'LPMA") 

Ref: EB-200ì-0606 Settlement Agreement dated ]allluliT 3.2008 

Question: 

In Section 11.1 of the Settlement Agreemellt, titled "'l7zat Infonnation Should the Board 
Consider and Stakeholders be Provided lvith During the lR Plan" Union agreed to 

"prepare the follOlving utili(v ÌI!formation amllfal~v for the most recent historical year ". 

This lvas follOlved by a list of exhibit numbers Fom Union's 2007 rate case (EB-2005- 
(520). Why has Union not filed this infòrmationfor 2007, the most recent historical year 
available as Enbridge Gas Distribution has done? 

Response: 

The Settlement Agreement dealt with infom1ation during the IR Plan. In Union's view, 

the 2007 financial infol1nation is not infom1aíÌon that arose "during the IR Plan" because 

it predates 2008, and was therefore not contemplated as part of the Settlement 

Agreement. 

Question: December 1, 2008 

Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit B5.4 

UNION GAS LIMITED 

Answer to IntelTogatory from 
The London Propel1v I'vlanagement Association CLPMA") 

Ref: JVorkillg Papers, Schedule 15 

Question: 

a) Please update tlzis sclzedule to reflect tlze 2008 alld 2009 CCiI d(({erellce calculated 
in the Attachment to Exhibit E3././ in EB-2007-0606 dated FebrualT 22, 200S tlzat 

SlzOlI'S a CCA d(({erence of $4.74 millioll in 200S and $6.90 million in 2009. 

h) Please provide a revised Sclzedule 13 reflecting tlze clzangesfrom (a) ahove. 

Response: 

On December 10,2008, the Board released its Decision on Union's Motion to Vary the 

Board's July 31,2008 Decision in EB-2007-0606/0615. In its Decision on Motion, the 

Board stated that 2007 Board approved capital expenditures in Class I and Class 45 

should be included in the calculation of tax change impacts to be shared with ratepayers. 
The tax-related figures shown in Attachment I and Attachment 2 reflect the Board's 

Decision on Motion. 

a) Please see Attachment #1 for the requested calculation. 

b) Please see Attachment #2 for the requested calculation. 

Question: December 1,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 



EB-2008-0220 
Exhibit B5.4 

Attachment # I 

UNION GAS LIMITED 
Revis,ed Working Paper Schedule 15 As Requested By LPMA 

Calculation of Tax Rate Change Impacts 

Effective January 1,2009 
($OOO's) 

Line 

No. 
(a) 

2009 

(b) 

Tax Amounts Related to CCA Rate Changes 

I 

2 

3 

CCA Difference (I) 
Forecast Income Tax Rate 

Tax Savings (Line I * Line 2) 

(4,738) 

33.50% 

(1,587) 

(6,905) 

33.00% 
(2,278) 

4 Grossed-up Tax Savings (Line 3/(I-Line 2)) (2,387) (3,40 I) 

I<tllAmounts Related to Income Tax Rate Changes 

5 2007 Board Approved Taxable Income for Income Tax Expense Calculation (2) 

6 2007 Board Approved Tax Rate 
7 Forecast Income Tax Rate 
8 Tax Rate Variance (Line 7-Line 6) 

9 Cumulative Annual Income Tax Savings vs. 2007 Board Approved (Line 5 * Line 8) 

103,902 103,902 

36.12% 36.12% 
33.50% 33.00% 

(262%) (3.12%) 

(2,722) (3,242) 

(4,094) (4,838) 10 Grossed-up Tax Savings (Line 9/(I-Line 7)) 

:fax Amounts Related to Capital Tax Rate Changes 

I I 2007 Board Approved Taxable Capital 

12 2007 Board Approved Capital Tax Rate (3) 

13 Forecast Capital Tax Rate 

14 Capital Tax Variance (Line I3-Line 12) 

3,020,911 3,020,911 

0.285% 0.285% 

0.225% 0.225% 

(0.060%) (0.060%) 

(1,813) (1,813) 

(8,293) (10,052) 

(4,146) (5,026) 

(8,000) 

(6) 

15 Cumulative Annual Capital Tax Savings vs. 2007 Board Approved (Line 1 I * Line 14) 

16 Cumulative Total Forecast Tax Related Amount (Lines 4+ I 0+ 15) 

17 Cumulative Total Tax Related Amount Reflected in Rates (50% of Line 16) (4) 

18 2008 Interim Adjustment 

19 Total Annual Rate Adjustment 

Notes 

(I) CCA savings as shown in EB-2007-0606, Exhibit E3.1.1 

(2) EB-2005-0520, Rate Order Working Papers, Schedule 4, Column (e), Line 10 plus EB-2005-0520, Rate Order 

Working Papers, Schedule 1, Column (e), Line 7 

(3) EB-2005-0520, ADR Agreement, page 20 
(4) EB-2007-0606, Decision dated July 31,2008, page 9 

(5) To be addressed in 2008 Deferral Account Disposition 

(6) 2009 Rate Adjustment includes true up for 2008 one time tax adjustment (Column (b), Line 17 minus Column (a), 

Line 18) 

December 2008 
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Exhibit 85.5 

UNION GAS LIMITEQ 

Ans\ver to IntelTogatory from 
The London Property Mana~ement Association ("LPMA") 

Ref: EB-2008-0304 Decision and Order dated NOl'ember 19, 2008 

Question: 

The Board directed Union to reduce rates ejfective Januwy 1. 2009 to repect the cost 

reduction of $1.3 million related to tax savings that the reorganization that l1'as the 
subject of EB-2008-0304. 

a) Please provide revised evidence to repect this change. 

b) Please cOl~(irm that the $1.3 million reduction lvill be allocated to rate classes on the 

basis of rate base. If this cannot be c0l0rmed, please indicate hml' the allocation 

Il'ill be done. 

Response: 

Sa) and b) 

On December 1, 2008 Union filed a letter with the Board infolllling parties that Union 
would not be redeeming the outstanding preferred shares and would not be proceeding 

with the conversion. 

Since Spectra and Union are not proceeding with the redemption of the prefelTed shares, 

the revenue requirement reduction of $1.3 million will not be realized. Accordingly, 

Union will not be reflecting any reduction in its 2009 delivery rates. 

Question: December 1,2008 
Answer: December 17,2008 
Docket: E8-2008-0220 



Exhibit B6.1 
Page 1 of2 

UNION GAS LIMITED 

Answer to Interrogatory from 
School Energy Coalition "SEC" 

Ref. A-I, pg. 4-10: IFRS Z-Factor Adjustment 

Question: 

a) Why does Union take the view (as stated at pg. 5) that the purpose of the OEB- 

initiated consultation with respect to IFRS conversion is "not to determine specific 

utility conversion costs"? 

b) Please provide a summary of the specific accounting policies that need to be changed 

as a result of the conversion to IFRS. 

c) Please explain how the cost estimates set out at Table I on pg. 6 were developed? 

Did Union Gas retain a third party (consultant, etc.) to help with the conversion? If 
so, when was the consultant retained? Please provide a copy of the consultant's 

report, if any exists. 

Response: 

a) The view that the purpose of the OEB-initiated consultation with respect to IFRS 

conversion is "not to determine specific utility conversion costs" was made clear 
during the consultation process. The purpose of the consultation, expressed in the 

Board's letter of May 8, 2008, was to identify issues associated with the transition as 

well as suggestions for how those issues might be addressed. 

b) Most accounting policies will be impacted in some way by IFRS. Currently, the 

Company has determined that the areas of accounting difference with the highest 

potential impact are 1) rate regulated accounting, 2) accounting for property, plant 

and equipment and 3) employee future benefits. 

Rate Regulated Accounting: 

Unlike Canadian GAAP, IFRS does not include differential accounting for rate 

regulation. As such, as part of its conversion to IFRS, the Company is reviewing its 

regulatory assets and liabilities to determine if the item meets the definition and 

recognition criteria found in the International Accounting Standards Board's 

Framework for the Preparation and Presentation of Financial Statements and specific 

IFRS standards. Although the Company believes there are strong arguments to 

support the recognition of each of these items under IFRS, there are also arguments 

Question: December 9, 2008 

Answer: December 17, 2009 

Docket: EB-2008-0220 



Exhibit B6.l 
Page 2 of2 

against doing so. There is a possibility that any or all of these items could be denied 

recognition as an asset or liability under IFRS. 

Employee Future Benefits: 

Upon adoption of IFRS, Companies are permitted to write-off all accumulated 

unamortized actuarial gains and losses to retained earnings. If this election is not 

taken, the pension liability would have to be restated as if IFRS were in effect from 
the inception of the pension plans. The Company's actuaries have indicated 

that restatement would be a near impossible effort. Therefore, the Company expects 

that there will be a charge to retained earnings upon adoption of IFRS as it relates to 

the new IFRS accounting requirements for pension costs. This charge will reflect a 

write-off of all accumulated unamortized actuarial losses. 

Property Plant and equipment: 

Property, plant and equipment (PPE) accounting changes could see the following 
impacts: 

. Capitalization of certain indirect overheads allowed by the OEB could be denied 

under IFRS. 
. Adjustments to the opening net book value for items that would not have been 

capitalized if the Company had been applying IFRS since its inception. 

. Under IFRS, the Company will record its PPE based on components of the asset 

and will depreciate based on the life of the specific component. The Company 

currently depreciates its assets based on the life of the asset class. 

c) The cost estimates set out at Exhibit A, Table 1, page 6 were developed with the 

assistance ofEY. The Company and its consultant, Ernst and Young ("EY"), looked 

at each standard in IFRS to determine the impact that it will have on the Company 
and to estimate an effort to make the Company compliant with IFRS. Union does not 

have a specific report from EY outlining the cost estimates. 

Question: December 9,2008 
Answer: December 17, 2009 

Docket: EB-2008-0220 



Exhibit 86.2 

UNION GAS LIMITED 

Answer to Interrogatory from 
School Energy Coalition "SEC' 

Ref. A-I: IFRS Z-Factor A ((iustment 

The (locument entitled The CIC4's Guide to [FRS in Canada states in the Foreword 
that the AcSB announced its decision to replace Canadian GAAP with IFRS for all 
Canadian Public(v Accountable Enterprises (PAE's) in .hllllWI)' 2006. 

1 

IThe document can be found on the CleA website: 

Questions: 

a) Please cOl~fìrm that Union Gas is a Publiclv Accountable EnteJprise. 

b) When did Union Gas become mrare that the Canadian Accounting Standards Board 
("AcSB") decided that all public~v accountable enteJprises H'ould have to adopt IFRS 
in place of Canadian GAAP for interim and annual reporting purposes! Please 

provide a copv of WI}' exposure drc{fts or other wlnouncements from the AcSB 

regarding the conversion. 

c) Please provide any comments that Union Gas or its affiliates submitted to either the 

AcSB or the IFRS Advisory Committee in relation to the conversion. 

d) When did Union Cias first begin taking action regarding the conversion? 

e) It appears that Union Gas should have knmlln about the change in accounting polic.v 

at least as ear~v as January 2006. {f that is the case. wouldn't the cost of responding 

to that change in polic.v already have been built in to Union's 2007 cost of service 

application and/or the price cap index? 

Response: 

a) Confirmed, 

b) Please see response at Exhibit 83,2, 

c) Neither Union Gas nor its affiliates submitted comments to the AcSB or IFRS 

Advisory Committee in relation to the conversion, 

Question: 

Answer: 

Docket: 

December 9, 2008 

December 17, 2009 
EB-2008-0220 



Exhibit 86.2 

~~2 of2 

d) Ernst and Young was engaged in October 2007 to perform an initial diagnostic. 

e) Union Gas was not a\vare of the impact of IFRS in its accounting systems and 

processes until the initial diagnostic \vas completed in late 2007. The cost estimates 

provided in Exhibit A, Table I were not available until further analysis was 
completed in mid 2008. As such. these costs were not included in the 2007 cost of 
service application and/or the price cap index. 

Question: December 9,2008 

Answer: December 17,2009 
Docket: EB-2008-0220 



Exhibit B7.1 

UNION GAS LIMITED 

Answer to Intenogatory from 
Vulnerable Energv Consumer's Coalition ("VECC") 

Ref: 'Vorking Papers Schedule 10 and Schedule 4, pages 2, 4, and 13 

Question: 

a) Please confirm that Note (I) all Schedule J 0 should referellce Collllllll (H) all 
Schedule 4 and 1I0t Collimll (r); 

b) Please explain h01l' the Aì'eragc Use Volume Adjllstmellt(zgllres H1zich appear ill 

Columll (H) of Schedule 4 1vere calclilated alld please provide the data lIsed to make 

the calclilatiolls. 

Response: 

a) Note (1) on Schedule 10 is correct. Note (1) on Schedule 10 references the Final 

2008 Approved Delivery Billing Units including AU & LRAM and is presented at 

EB-2007-0606, Rate Order, Working Papers, Schedule 4, Column (x). 

b) The Average Use Volume Adjustment figures, which appear in Column (w) of 
Schedule 4, are calculated by multiplying the 2008 Final Approved Billing Units by 

the 2009 Adjustment factor. The 2009 Adjustment factors are determined by the 

average rate of decline for the years 2004 - 2007. Schedule 10 of the EB-2008-0220 
Working Papers identifies the 2009 adjustment factors of (0.3)% for Rate M 1 and 

Rate M2, (0.7)% for Rate 01, and 1.8% for Rate 10. 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 



Exhibit Il7.2 

UNION GAS LIMITED 

Ans\\cr to Intcrrogatory from 
Vulnerable Energy Consumer's CoalitiQn ("VECe") 

Ref: Draft Rate Order, Appendix F, Accounting Orders, Accounting Entries for 
Average Use per Customer, Deferral Account No. 179-118 

Question: 

a) Please provide theforecast balance in this accollnt as at December 31.2008. 

b) Please explain how the forecast balance \vas calculated and provide the data used to 

make the calculation. 

Response: 

a) The forecast balance in this account at December 3 I, 2008 is a credit of $2.6 million. 

b) The forecast balance was calculated using actual results from January I, 2008 to 

November 30, 2008 and an estimate for the month of December. Actual 2008 results 

will be available in early January 2009. The approved Average Use (AU) target 

factor is set according to the past 3 year average (2005 to 2007) annual % change in 

Nomlalized Annual Consumption (NAC). The NAC is adjusted for the cumulative 
effect of our Demand Side Management (DSM) programmes which includes the 

annual audited results. The AU factor is calculated for each rate class. The AU 
factors for the new rate MI and rate M2 which were introduced in 2008 are set 
according to the fomler rate M2 AU factor. The AU deferral account measures the 

variance between the approved AU factor in rates and the observed year over year % 

change in NAC adjusted for DSM. 

Shown below is the estimated annual DSM Adjusted NAC variance by rate class, the 

estimated arumal volume impact, the approved unit delivery commodity or variable 

rate, and the cOlTesponding estimated payable and receivable. The payable is a 

positive amount and the receivable is a negative amount. 

NAC Volume Impact Delivery Rate 

Rate Variance (103m3) ($'W1m3) AU Payable/( Receivable) 

($000'5) 

M2 (39) (38,059 42.303 0,610) 

ROI 39 11,329 81.091 919 

RIO 21.522 63,803 51.526 3,288 

37,073 $2,596 

Question: December 9, 2008 

Answer: December 17,2008 
Docket: EB-2008-0220 
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UNION GAS LIMITED 

Answer to Interrogatory from 
Vulnerable Energy Consumer's Coalition ("VECC") 

Ref: Exhibit A, Tab 1, pages 4-6 

Preamble: The evidence states that "Union has completed the diagnostic, planning 
and design phases for its IFRS conversion project. Union expects that the requirement 
to implement IFRS will significantly affect accounting policies and internal control 

processes and will require changes to Union's financial systems. Union estimates the 

conversion to IFRS will cost $5.177 million pre-tax during the IR term to complete. " 

Question: 

a) Did Union engage the services of a third party in the diagnostic, planning, design, or 
cost estimation phases of the IFRS project? Ifso, please provide the letter retainer 
and copies of all communications and reports from the third party pertaining to this 

project. If not, please explain why not. 

b) Does Union maintain that the only appropriate plan for this project involves 

triggering the materiality thresholdfor a Z-factor? Please explain and provide 

alternatives considered and why they were rejected. 

c) Please provide a breakdown of the Capital Investment line item I in Table 1 for years 
2008,2009, and 2010. 

Response: 

a) Union engaged the services of Ernst and Young LLP (EY) during October 2007 to 

assist in the diagnostic phase (Phase 1) of the project. Their report was delivered in 

December 2007. 

Union also engaged EY for a second phase of the project to assist in further scoping 

of the project, including planning, design and cost estimation. This report was 

delivered to the Company in June 2008. The communications and reports from EY 
are confidential per the Service Agreement. 

b) Yes, Union believes the IFRS costs should be treated as a Z factor. As stated in 

Union's prefiled evidence, the IFRS conversion meets all of the qualifying criteria as 

set out in Union's EB-2007-0606 Settlement Agreement. 

Union also considered applying for a deferral account to capture the IFRS costs. 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 
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Under incentive regulation, any costs arising during the IR term are to be treated as Z 

factors if they met the Z factor criteria. It is Union's view that the costs associated 

with IFRS do qualifY for Z factor treatment as proposed by Union. Ifthe costs do not 

meet the Z factor criteria the costs are to be borne by the Company. 

Notwithstanding the above, if the Board determines that a deferral account is the most 
appropriate mechanism to capture IFRS costs with that approach, Union has no 
principled concern. 

b) Please see response at Exhibit 5.1 a) and b). 

Question: December 9,2008 
Answer: December 17, 2008 

Docket: EB-2008-0220 
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November 27, 2007 

Ms. Sabra Harrington 
Vice President and Controller 
Spectra Energy Corp 
5400 Westheimer Court 
Houston, Texas 77251-1642 

Re: Statement of Work - Assistance to Convert the Financial Statements of Spectra 

Canada to International Financial Reporting Standards 

Dear Sabra: 

This constitutes a Statement of Work ("SOW") issued pursuant to and subject to the terms of 
that certain Professional Services Agreement dated as of December 21, 2006 (the "Agreement") 
between Ernst & Young LLP, a registered Delaware limited liability partnership ("E&Y") and 
Spectra Energy Corp. (formerly Duke Energy Gas Transmission LLC) ("Spectra" or the 

"Company"). Capitalized terms used herein and not otherwise defined shall have the meanings set 

forth for such terms in the Agreement. 

Background 

The Canadian Institute of Chartered Accountants C'CICA") has proposed to replace Canadian 
generally accepted accounting principles ("Canadian GAAP") with IFRS for publicly accountable 

..~[}~~ærj~e.~~t,l"!UlsSp'\<çtraJor.years.be8itmÍßgOfrer-after-.famraryi;-20tt. .....UñâerffiiSproposa(.. -_.~. ... 

Spectra will be required to report its fmancial statements under IFRS for its December 2011 fiscal 

year along with comparative amounts for 2010. It is also anticipated that public companies will 
be required to disclose their conversion plans beginning in the 2008 reporting period as well as the 

impacts of conversion to IFRS in their 2009 reporting. 

A Member Practice of Emst & Young Global 
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Scope of Services 

E&Y will perform an IFRS diagnostic impact assessment (the "Diagnostic Assessment") to assist 

the Company with the tirst phase of its process to implement IFRS. The Diagnostic Assessment 

will involve assisting management of the Company in identifYing at a high level the impact of 
IFRS on the Company's fmancial reporting and business practices and include: 

. Assisting management's project team in establishing an IFRS project plan and 
understanding the various components typically involved in an IFRS conversion process; 

. Identifying significant differences between Canadian GAAP and IFRS that are relevant to 
Spectra; 

. IdentifYing the impact of the IFRS conversion on accounting manuals and other internal 
training and fmancial documentation; 

. Review of high level system changes required to report under IFRS, including potential 

impacts on fmancial systems and chart of accounts; 

. IdentifYing business function impacts, including the impact ofIFRS requirements on 

stakeholder information needs; and, 
. Assisting management's project team in establishing an IFRS implementation plan, 

including resource requirement estimates, skill sets and time lines. 

This scope of work will include the review of activities and transactions that currently reside in 

Westcoast Energy Inc. and its subsidiaries; and Union Gas Limited. This scope excludes any risk, 

market or cash flow management activities involving the use offmancial instruments, including 

derivatives. E&Y will work with the Spectra IFRS Conversion Project Team and, as appropriate, 

other members of Spectra with the intention that the engagement is conducted collaboratively and 
efficiently. E&Y will co-develop the scope of services to be provided in the last four phases of the 

engagement with the Spectra project team based on the outputs from the Diagnostic Assessment. 

The work in the subsequent phases will be documented and agreed to via addenda to this 

___ 
____~~~a~~~I'!!let!~~~ 

_m __.____mu____ 
_ _ _ _ _ --- 

- m - - - UU - - _____u --- __m_ 

Timing 

Spectra plans to complete the Diagnostic Assessment before December 14,2007. 

RoleofE&Y 

E&Y will subcontract to the Canadian fum of Ernst & Young LLP, an Ontario limited liability 

partnership ("E&Y Canada") and a member of Ernst & Young Global, for the provision of any 

Services relating to Canadian practices, policies and procedures. However, E&Y will. as provided 

in the Agreement, be solely responsible for the performance of the Services, whether or not 

performed, in whole or part, by E&Y or E&Y Canada, and the Company, its parent, subsidiaries 
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and affiliates shall have no recourse, and shall bring no claim, against E& Y Canada or any other 

E& Y Entity other than E& Y with respect to the Services. 

Project Team 

Al Fortunato, E&Y Global Client Service Principal will be tbe contact point for the E&Y Canada 

team, to allow for coordination with other E&Y project teams at Spectra. 

The Services to be performed by E& Y Canada will be conducted by an E& Y Canada team led by 

Kent Kaufield, a partner in the E& Y Canada Risk Advisory Services group. Kent will be assisted 

by Tammy Thompson, Alex Mora and Terry McKay ofE&Y Canada who will be tbe senior 

managers responsible for the overall E&Y Canada project management, coordination and daily 

execution of the Services. 

Other senior resources, including other E&Y Global resources, will be drawn upon by E&Y to 

provide subject matter expertise to the engagement as necessary. 

Fees 

E&Y's fees will be billed as work progresses and on a time and materials basis. These fees are 

based on a number of factors including time charges, location of resources, complexity of our 
services, the specific scope of assistance requested by management and the value of the Services. 

Individual hourly rates vary according to the degree of responsibility involved and the experience 

and skill required. 

While the scope of assistance to be provided by E& Y will be determined more specifically 

through detailed planning discussions with Spectra's management, we have fixed our fees for the 
Diagnostic Assessment at approximately $76,000 USD ($75,000 CAD). In the event that we 

believe this amount not to be accurate we will communicate any changes to you. 

Llmltáifons.õnthe Scope of our Work 

E& Y will not audit, review or otherwise provide assurance with respect to the completeness or 
appropriateness of the documentation prepared by the Company in connection with this 

engagement. Unless specifically requested by the Company, the scope ofE&Y's work will not 

include the preparation of accounting opinions on matters raised during the course of this 

assignment. Management of the Company is responsible for the maintenance of proper 
accounting records and the preparation of the opening IFRS balance sheet and closing financial 

results. 

The Company shall, among other responsibilities with respect to the Services, (i) make all 

management decisions and perform all management functions, including determining account 
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codings and approving all proposed journal entries in connection with any Services hereunder; 

(ii) assign a competent employee to oversee the Services and evaluate their adequacy and results; 

(iii) accept responsibility for the implementation of the results or recommendations contained in 

the Reports or otherwise in connection with the Services; and (iv) establish and maintain internal 

controls over related Company processes. 

The Company represents and warrants to E&Y that (a) its Board of Directors has authorized the 

Company to enter into this Agreement and (b) the person signing this Agreement is expressly 

authorized to execute it on behalf of, and to bind, the Company. 

When providing the Services, E&Y will not: 

. Determine which, if any, recommendations for converting to IFRS should be implemented. 

. Act on behalf of management or the Chief Financial Officer in reporting to the Board of 
Trustees, or Audit Committee. 

. Authorize, execute or consummate transactions or otherwise exercise authority on behalf 

of Spectra. 

. Prepare source documents on transactions or work papers that are the sole source of 
support for accounting policies and accounting entries. 

. Have custody of assets. 

. Approve, or be responsible for, the overall fFRS work plan, including the assessment of 
conversion risk, determination of scope, project priorities and frequency of performance of 
procedures. 

. Act in any capacity equivalent to a member of management or an employee. 

After the completion of the Services the CICA or the International Accounting Standards Board 
(IASB) may modifY the financial reporting standards, that will apply at the actual date of 
conversion from Canadian GAAP to fFRS in 2011 or take a position that could be different than 

the one that the Company has developed, which could put into question certain accounting 

treatments recommended bYIDOOagementof-theÛ>>npany,-E&Ywilinut--be-.respõñsible.fò-rsuch 
-modìficatiõiis-ãñdtherë~~íting impacts after the completion of our services. 

Reports 

The Services and the information, records, data, advice or recommendations contained in any 

reports, materials, presentations or other communications, written or otherwise, in draft or final 

form, provided by E&Y (collectively, "Reports") are intended solely for the information and use 

of the Company's management. The Company may not rely on any verbal Reports (that are not 

confumed by E&Y in writing) or draft written Reports. 
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We appreciate the opportunity to work with Spectra on this engagement. To confirm that this 

Agreement accurately reflects the terms on which you have agreed to engage E& Y, please sign 
the enclosed copy on behalf of Spectra and return it to us at the address provided above. Should 

you have any questions, please contact AI Fortunato at 713-750-1260. 

Yours very truly, 

~"HLLP 

Acceptance by Spectra Energy Corp 

I hereby agree to the terms of the engagement for described above and engage Ernst & Young 

LLP accordingly. 

Accepted by: ~Ior'(^- L. Harrì(\~A 
Name (please print) 

Date: 
tI/J-,r/C7 

. 

,( t/ 
' 

,_/\ÞÍ~ l. /fZ'ff.,{~ 
Signature 

iff >J Co(lT1OLI~(' 
Title 
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Attachment #2 

PROFESSIONAL SERVICES AGREEMENT 

This Professional Services Agreement (including all Schedule A, this "Agreement") is dated 

as of February 25, 2008 (the "Effective Date") and is made between Westcoast Energy Inc. and 

Union Gas Limited (collectively referred to as "Spectra" or the "Client" and each individually 

sometimes referred to as a "Spectra Entity") and Ernst & Young LLP, an Ontario limited liability 

partnership with an office located at 1000,440 2nd Avenue S. W., Calgary, Alberta, Canada ("EY"). 

WHEREAS, the Spectra Entities wish to engage EY to perform certain professional services 

related to international financial reporting standards implementation in accordance with the terms and 

conditions of this Agreement; and 

WHEREAS, EY agrees to provide such professional services to Spectra in accordance with 
the terms and conditions ofthis Agreement. 

NOW, THEREFORE, in consideration of the foregoing and of the mutual promises and 

covenants hereinafter expressed, the parties hereby mutually agree as follows: 

1. SCOPE & TERM 

This Agreement shall be effective as of the Effective Date. It will govern all IFRS related 

assistance provided from the Effective Date (i.e. starting with "Phase 2" of Spectra's project) until 

either Spectra's project is completed or until this Agreement is otherwise terminated by one of the 

parties. The services to be provided are set out in Schedule A (the "Services"). EY shall exercise 

due professional care and competence in the performance of the Services. 

2. INTERPRETATION 

As used herein "EY Entities" means EY, all members of the global Ernst & Young network, 
Ernst & Young Global Limited, and any of their respective affiliates (and "EY Entity" means anyone 
of them). 

3. UNEXPECTED EVENTS 

If changes to the scope or timing of any Services are required because of a change in 
applicable law or professional standards or events beyond a party's reasonable control, but not 

involving its fault or negligence (any of which, a "Change"), the parties agree to adjust the fees for, 

and/or timing of, the Services appropriately. Each party shall be excused from default or delay in the 

performance of its obligations (other than payment obligations) under this Agreement to the extent 

caused by a Change. 

4. CLIENT DATA & INFORMATION 

Client will provide, or cause to be provided, to EY in a timely manner complete and accurate 

data and information ("Client Data") and access to resources as may be reasonably required by EY to 

perform the Services. EY may rely upon the Client Data and will not evaluate or have any 
responsibility to independently verify the accuracy, completeness or sufficiency of any Client Data 

for any purposes. EY may disclose Client Data, including confidential or personal information, to 

other EY Entities tor the purposes of (i) rendering the Services, (ii) fulfilling EY Entities' 

il24 107 v5 
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professional obligations to manage conflicts of interest and to maintain auditor independence and (iii) 
implementing standardized perfònl1ance recording and documentation systems within the global 

Emst & Young network, subject to EY causing the other EY Entities to which the contìdential or 
personal intòmlation is disclosed to comply with sections 5 (Con tìdentiality) and 7 (Privacy) of this 

Agreement. EY Entities or their service providers may process and store Client Data, which may 
include personal intòrmation, outside of Canada. 

5. CONFIDENTIALITY 

Subject to the other temlS of this Agreement, both Client and EY agree that they will take 

reasonable steps to maintain the confidentiality of any proprietary or confidential intòrmation of the 

other. 

6. EY WAIVER RE: TAX ADVICE (If applicable) 

Notwithstanding any contìdentiality obligations or other restrictions on disclosure contained 
in this Agreement, with regard to: 

(a) any oral or written statement or advice related to taxes provided by EY with regard to 
a person or entity that: 

(i) has any filing obligation with the US Intemal Revenue Service, or 
(ii) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that 

has US shareholders (US persons that directly or indirectly own 10% or more of the 

total combined voting power of all ofthe classes of stock of such non-US corporation) 

that own in the aggregate more than 50% of the total vote or value of such non-US 
corporation); 

(b) any oral or written statement Of advice regarding US taxes or tax advice related to a 

transaction that could affect a US tax; or 
(c) where SEC audit independence restrictions apply to the relationship between Client 
and any EY Entity, any oral or written statement or advice to Client as to any potential tax 
consequences that may result from a transaction or the tax treatment of an item, 
(together, (a), (b) and (c) referred to as 'Tax Advice"), 

EY expressly authorizes Client to disclose to any and all persons, without limitation of any 
kind, any such Tax Advice, including any fact that may be relevant to understanding such Tax 
Advice, and all materials of any kind (including opinions and other tax analyses) provided to 

Client in relation to such Tax Advice. However, because the Tax Advice is solely for the 

benefit of Client and is not to be relied upon by any other person or entity, Client shall inform 
those to whom it discloses any such information that they may not rely upon any of it fix any 

purpose without EY's priof written consent. 

,., 

I. PRIVACY 
Client confirms to EY that it has obtained any consents that may be required under applicable 

privacy legislation for any collection, use or disclosure of personal information that is necessary in 

order for EY to provide the Services. EY shall adhere to applicable privacy legislation when dealing 

with personal infomlation that was obtained from Client. Personal information is collected, used and 
disclosed by EY in accordance with EY's privacy policy, which is available at http://www.ey.com/ca. 

8. INTERNET COMMUNICATIONS 

<'., 107 v5 
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Unless otherwise agreed with Client, EY and other EY Entities may conespond by means of 

the Intemet or other electronic media or provide information to Client in electronic form. There are 

inherent risks associated \vith the electronic transmission of in formation on the Internet or otherwise. 

EY cannot guarantee the security and integrity of any electronic communications sent or received in 

relation to this engagement and cannot guarantee that transmissions or other electronic infonnation 

will be free from infection by viruses or other fomls of malicious software. 

9. RIGHT TO TERMINATE SERVICES 

Client may terminate this Agreement, with or without cause, by providing written notice to 

EY. EY may temlinate this Agreement upon written notice if a Spectra Entity breaches any of its 

material obligations hereunder and such breach is not cured within 10 days following receipt of 

written notice thereof. EY may terminate this Agreement upon written notice to the the Client if (A) 

delays due to Changes aggregate more than 30 days or (B) EY reasonably determines that it can no 

longer provide the Services in accordance with applicable professional obligations. In the event of 

early termination, for whatever reason, Client will be invoiced for time and expenses incuned up to 

the end of the notice period together with reasonable time and expenses incuned to bring the 

engagement to a close in a prompt and orderly manner. EY shall also have the right, upon 7 days 

plior notice, to suspend performance of the Services in the event Client fails to pay any amount 

required to be paid under this Agreement. 

10. EXPENSES 

Client shall reimburse EY for all reasonable and customary out-of-pocket expenses for items 

such as travel, meals, accommodations and other expenses specifically related to this engagement. 

11. BILLING & TAXES 

Bills including expenses will be rendered on a regular basis as the assignment progresses. 

Accounts are due when rendered. Interest on overdue accounts is calculated at the rate noted on the 

invoice commencing 30 days following the date of the invoice. The tees, expenses and other charges 

payable pursuant to this Agreement do not include taxes or duties. All applicable taxes or duties, 

whether presently in force or imposed in the future, shall be assumed and paid by Client without 

deduction from the fees, expenses and charges hereunder. 

t 2. GOVERl\fING LAW 

This Agreement shall be governed by and constmed in accordance with the laws of the 

Province of Ontario and the laws of Canada applícable therein. without regard to principles of 

cont1iets of law. The parties hereby irrevocably and unconditionally submit and attorn to the 

exclusive jl.llisdiction of the courts of the Province of Ontario in connection with any dispute. claim 

or other matter arising out of or rehIting to this Agreement or the Services. 

13. EY REPORTS 

EY retains all copyright and other intellectual property rights in everything developed, 

designed or created by EY either betòrc or during the course of an engagement including systems, 

methodologies. software. know-how and working papers EY also retains all copyright and other 
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intellectual property rights in all reports. advice or other communications of any kind provided to 
Client in any form (written or othenvise) during the course of an engagement ("Reports"), although 

Client shall have the full right to use any Reports within its o\\;n organization. Any Reports are 
provided solely for the purpose of this engagement. Subject to "EY \Vaivcr Re: Tax Advice" above, 
no Report (and no portion, summary or abstract thereof) may be disclosed to any third party without 
EY's prior written consent. Without limitation, Client agrees that it will not, and will not pemlit 

others to, refer to EY or reproduce, quote or refer to any Report (or any portion, summary or abstract 
thereot) in any document filed or distlibuted in connection with (i) a purchase or sale of securities or 
(ii) continuous disclosure obligations under applicable securities laws. EY does not assume any 
duties or obligations to third patiies who may obtain access to any Reports. Any services or 
procedures performed for Client will not be planned or conducted (i) in contemplation ofrelianee by 
particular third parties (ii) \vith respect to any specific transaction contemplated by a third party or 
(iii) with respect to the interests or requirements of particular third parties. Client may not rely on 
any draft Report. 

14. INDEMNIFICATION 

(a) To the fullest extent pennitted by law, Client shall indemnifY and hold harmless EY and 
its personnel (the "EY lndemnitees") from and against all (A) claims and causes of action, pending or 
threatened, of any kind (whether based on contract, tort or otherwise) by third parties, including any 

atliliate of Client, related to or arising out of the disclosure of any Report (other than Tax Advice 
contained therein) or any portion, abstîdct or summary thereof by, through or at the request of Client 
or the use or reliance on, any Report or Tax Advice or any portion, abstract or summary thereof, by 
any person or entity that obtains access to it, directly or indirectly, from, through or at the request of 
Client, and (B) liabilities, losses, damages, costs and expenses (including, without limitation, legal 
tees and disbursements) sutfered or incurred by any of the EY Indemnitees in connection with any 
claims or causes of action described in clause (A) above, except as finally determined to have 
resulted solely from EY's fraud or wíllfitl misconduct. 

(b) To the fullest extent permitted by law, EY shall indemnifY and hold harmless Client and 
its personnel (the "Client L'ldemnitees") from and against all (A) claims and causes of action, pending 
or threatened, of any kind (whether based on contract, tort or otherwise) by third parties related to or 
arising out of personal injury or death or property damage caused by the wrongful or negligent 
actions of EY and (B) liabilities, losses, damages, costs and expenses (including, without limitation, 
legal fees and disbursements) sutfered or incurred by any of the Client lndemnitees in connection 
with any claims or causes of action described in clause (A) above; and 

(c) To the fullest extent pem1itted by law, EY shall indemnify and hold hannless the Client 
lndemnitees from and against all (A) claims and causes of action, pending or threatened, of any kind 
(whether based on contract, tOli or otherwise) by third parties related to or arising out any EY 
infringement of intellectual property rights and (B) liabilities, losses, damages, costs and expenses 
(including, without limitation, legal fees and disbursements) sul1èïed or inculTed by any of the Client 
lndemnitees in connection \vith any claims or causes of action described in clause (A) abo\ e. 
Notwithstanding the foregoing, EY shall have no indemnitication obligation to the extent that any 
alleged infringement of intellectual property rights mises out of or results from (I) data, materials or 
other content provided by, from, through or at the request of, the Client, (2) the Client's use of any 
Reports other than as contemplated in tbis Agreement (3) any modification or alteration to, or of, any 
Reports by anyone other than EY or not at EY's direction, or (4) EY's compliance with Client's 
designs, specifications, requests or instmctions in the creation of any Reports. 
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15. LIMITATION OF LIABILITY 

Except t{)r the indemnitìcation duties of EY arising under Section 14. to thc fullest extent 

pemlittcd by la\v and regardless of whether such liability is based on breach of contract tort 

(including negligence). breach of statute. strict liability. failure of essential purpose or otherwise. 

(a) BY's liability shall be several and not joint and several. solidary or in solidum (md EY 

shall only be liable tor its proportionate share of any total liability based on degree of tàult 

having regard to the contribution to any loss or damage in question of any other persons 

responsible and/or liable tòr such loss and damage; 

(b) in no event shall either party be liable to the other for any consequential, incidental. 

indirect, punitive or special damages (induding loss of profits, data, business or goodwill) in 

connection with the performance of the Services or otherwise under this Agreement, even if 

the relevant party has been advised of the likelihood of such damages; and 

( c) in any case the total aggregate liability of EY to Client (and to any affiliate thereof or any 

other person or entity for or in respect of which any of the Services are provided) arising out 

of or relating to this Agreement or the Services shall be limited to two times the fees paid to 

EY under this Agreement This paragraph shall not limit EY's liability for death, bodily 

injury, physical damage to tangible property, fraud or wilful misconduct 

For the purposes ofthis section ("Limitation of Liability"), the tenn EY includes all other BY 

Entities and any subcontractors, members, shareholders, directors, officers, managers, 

partners or employees ofEY or any other EY Entity. 

16. GLOBAL RESOURCES 

BY may use the services of personnel from other EY Entities to assist it in providing the 

Services. EY shall be solely responsible for the perfon1mnce of the Services and all of the other 

liabilities and obligations ofEY under this Agreement whether or not perfonned, in whole or part, by 

EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and its afÌÌliates 

or other persons or entities for or in respect of which any of the Services are provided shall have no 

recourse, and shall bring no claim, against any EY Entity other than EY, or against any 

subcontractors, members, shareholders, directors, officers, managers, partners or employees ofEY or 

any other EY Entity, or any of their respective assets, in connection with the performance of the 

Services or otherwise under the Agreement. Other EY Entities and any subcontractors, members, 

shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall 

have the express benefit of this section and shall have the right to rely on and enhlfce any of its 

terrns. 

17. :'110 APPLIC\TIO"i 

The preceding three sections (Indemnity, Limitation of Liability and Global Resources) shall 

not apply to the extent prohibited by applicable law or regulation (including for these purposes 

applicable nIles and interpretations of the US Securities and Exchange Commission relating to 

auditor independence and any applicable nIles or guidance from a provincial Institute/Order of 

Chartered Accountants having jurisdiction). 
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18. SEVERABILITY 

In the event any provIsIOn of this Agreement is determined to be invalid, illegal or 
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement to 

the extent required and the remainder of this Agreement shall remain in full force and eHect. 

19. LEGAL PROCEEDINGS 

In the event EY is requested by Client or is required by government regulation, subpoena, or 
other legal process to produce documents or personnel as witnesses with respect to the engagement 
tor Client, and provided that EY is not a patiy to the legal proceedings, Client shall reimburse EY for 
professional time and expenses, as well as the fees and expenses of counsel, incurred in responding to 

such requests. 

20. LLP STATUS 

EY is a registered limited liability partnership ("LLP") continued under the laws of the 
province of Ontario and is registered as an extra-provincial LLP in Quebec and other Canadian 

provinces. Generally, a partner of an LLP has a degree of limited liability protection in that he or she 

is not personally liable for any debts, obligations or liabilities of the LLP that arise from the 

negligence of another partner or any person under that partner's direct supervision or control. As an 

LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory 
professional liability insurance requirements established by any provincial Institute/Order of 
Chartered Accountants. 

[remainder of page intentionally lejì blank} 

<'~;07 ' 



ì 

21. MISCELLANEOUS 

EY shall provide all Services as an independent contractor and nothing shall be constmed to create a 

partnership, joint venture or any other type of relationship between EY and Client. Neither Spectra 
Entity shall be jointly or severally liable or responsible in any way for the acts or omissions of the 

other Spectra Entity. None of the parties shall have the right, power or authority to obligate or bind 

any other in any manner. This Agreement shall not be modified except by written agreement signed 

by the parties. This Agreement may not be assigned in whole or in pmi by Client without EY's prior 

written consent, not to be unreasonably withheld. Any tcm1S and provisions ofthis Agreement that 

by their nature operate beyond the term or expiry of this Agreement shall survive the termination or 

expiry of this Agreement, including without limitation those provisions headed Client Data & 

Infom1ation, Confidentiality, EY Waiver Re: Tax Advice, Indemnity, Limitation of Liability, Global 

Resources and Legal Proceedings. This Agreement shall enure to the benefit of and be binding upon 

the patties and their respective successors and pennitted assigns. The provisions of this Agreement 

shall operate for the benefit of: and may be enforced by, other EY Entities and any subcontractors, 

members, shareholders, directors, officers, managers, partners or employees ofEY or any other EY 

Entity. Client represents and warrants to EY that the person signing this Agreement is expressly 

authorized to execute it on behalf of, and to bind, Client, its affiliates and any other persons or 

entities for whose benefit any of the Services arc provided. This Agreement constitutes the entire 

agreement between the patties relating to its subject matter and supersedes all prior representations, 

negotiations and understandings. 

Acknowledged and agreed: 

ER1~ST & YOUNG LLP 

) f)"1\" 
< 

./ 
-" ~ by c.~ I.e. f f 

Name :~.nt"an l~a''''' 

Titlë:- Authorized Signatory 

*Services provided through Kent Kaujìeld ProJèssional COlporation, Partner 

Acknowledged and agreeq: 

WESTCOAST ENERGY INC. UNION GAS LIMITED 

bv 
wi ___.._~,._ ~~._._ __H____.__ _ _ __ _ ___~_____~_.~.~__~__. 

Name: Rick Birmingham 

Vice Presidenl Finance! Regulatory .\fÜlírs 

Authorized Signutory 

Name: Tim Curry 
y'!ce Prcsldent.. Finance and ;\ccnunring 

Authorized Signatory 

::f::41U~ 
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Schedule A 

lFRS lmplementtltion - Project Management Assistance & Advisory Assistance 

l. SERVICES DESCRIPTION: 

Fu11 IFRS convergence is cUlTcntly expected to take effect in 2011. It is anticipated that public 

companies will be required to disclose (i) their conversion plans and anticipated impact on 

tìnancial reporting starting in their 2008 reporting and (ii) their quantification of anticipated 

impacts in their 2009 reporting. Between now and 20 II it is expected that there will also be 
changes to Canadian GAAP as certain standards are converged with newly adopted IFRS. 
Spectra's overall objective is to design and execute an effective process to implement IFRS, 
based on the conversion timetable set out above. Spectra requiæs assistance from EY with 

respect to implementation ofIFRS. 

The US firm of Ernst & Young LLP and BY have worked with Spectra to identifY, at a high 

level, the major impacts of IFRS on Spectra's financial reporting and business practices (the 

"Diagnostic Assessment"). The Diagnostic Assessment excluded any risk, market or cash flow 
management activities involving the use of financial instruments (including derivatives). 

EY will co-develop the scope of services to be provided under this Agreement with Spectra's 

project team, initially based on the outputs from the Diagnostic Assessment. Professional 

services to be provided to assist Spectra in implementation ofIFRS could include the following, 
on an "as requested" basis: 

· Accounting advisory assistance 
· Project management assistance 
· Training assistance 
· IT and SAP advisory assistance as related to IFRS implementation impacts 
· Business process change assistance 
· Tax advisory assistance related to IFRS implementation 

BY's role is to provide Spectra with advisory and project management assistance. EY will not: 

. determine which, if any, recommendations for converting to IFRS should be 

implemented. 

. act on behalf of management in reporting to the Board of DiíCctors or Audit Committee. 

. authorize, execute or consummate transactions or otherwise exercise authority on behalf 

of Spectra. 

. prepare source documents on transactions or work papers that are the sole source of 
support for accounting policies and accounting entries. 

. have custody of assets. 

. approve, or be responsible f,it". the overali IFRS \vork plan. including the assessment of 
conversion risk, dctem1ination of scope, project priorities and frequency of perfÖrmance 

of procedures. 

. act in any capacity equivalent to a member of management or an employee. 

EY ""ill not audit, review or otherwise provide CL"ìSUranCe with respect to the completeness or 
appropriateness of any documentation prepared in connection with this engagement. Unless 
speciÍÌcaUy requested by yotL the SCODe of our \vork \vill not Jriciudc the preparation of 

:.;'_;~1-lP ~ 
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accounting opinions on matters raised during the course of this assignment. The Services will 

not involve (1) an audit, review or examination of tìnancial statements in accordance \-',lith 

generally accepted auditing standards, (2) an examination of prospective financial statements in 

accordance with applicable protèssional standards or (3) a review to detect fraud or illegal acts. 

ì\one of the Services will constitute any legal opinion or legal advice. Spectra management is 

responsible for the maintenance of proper accounting records and the preparation of the opening 

IFRS balance sheet and closing tìnancial results. 

Spectra management is solely responsible tor the suffìcieney of the Services tor its purposes. 

EY makes no representations or \valTanties regarding the sufficiency of the Services for 

Spectra's purposes. Spectra management is responsible for, and shall make, all management 

decisions and perform all management fimctions in connection with Spectra's IFRS conversion 

efforts. Without limitation, Spectra's management and its Audit Committee are responsible for 

the following: 

. designating a competent employee or employees, preferably within senior management, 

to oversee and be responsible for Spectra's IFRS conversion project; 

. evaluating and approving the findings and results arising out of Spectra's IFRS 

conversion project, including evaluating the adequacy and approving the results of the 

Services; 
. determining the actions necessary to respond to the findings and results of Spectra's 

IFRS conversion project; 

. detennining accounting policies, approving account codings and approving journal 

entries; 
. establishing and maintaining Spectra's system of controls over Spectra's processes, 

including its financial, strategic, operational, and compliance processes; and 

. accepting responsibility for the completeness and accuracy of Spectra's financial 

information and related disclosures. 

II. DELNERABLES (major, interim, and final) 

A. Type of Deliverables (may include written documents or events) 

EY will work with Spectra to produce the following by June 30, 2008: 

. Detailed Implementation Plan (including financial reporting analysis, business & IT 

impacts) 
. Project Management Plan (PMO), and related project status reports 

· Training Program 
. Communication Plan 

EY will also \\cork \"ith Spò:tra to assist it in creating its Board of Directors WRS Summary 

Report. 

Workshops will be held in March through April 2008 timetrame as a key activity related to the 

completion of the deliverables noted above. 

Our team will work with Spectra IFRS Conversion Project Team and, as appropriate, other 

members of Spectra with the intention that the engagement is conducted collaborativeIy and 

efficiently. EY will use all reasonable eftòrts to meet the above time-frames and any other 

\'') 
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stipulated time-frames. However, EY shall not be liable for failures or delays in the 
peItormance of Services that mise from causes beyond its control, including the untimely 
perfomlance by Spectra, its representatives, advisors or agents. 

Other Deliverables to be produced subsequent to June 30, 2008 will be produced on an "as 
requested" basis. 

B. Scope of Deliverables 

This scope of work is expected to include the fÌnancial rcpOlting for \Vestcoast Energy Inc. and 
its subsidiaries. including Union Gas Limited. 

C. Key milestones and related interim Deliverables for Phase 2. 

Key milestones and related outputs subsequent to June 30, 2008 will be mutually agreed to 
throughout the project. 

Ill. MAJOR ACTIVITIES AND TlMELINE FOR PHASE 2: 

· Commencement Date: February 25, 2008 
· Completion Date: June 30, 2008 

Major Activities for Phase 2 are documented above. Major activities subsequent to Phase 2 may include the following: 

· IFRS Implementaton Support 
· IFRS Post-Implementation Support 
· IFRS Project Management Support 

The detailed activities of each of these major activities will be co-developed with Spectra as the 
project progresses. 

IV. ACCEPTANCE PROCEDURE (ifapplicable): 

Phase 2 will be accepted upon approval ofthe detailed implementation plan by Spectra IFRS 
Steering Committee. Acceptance procedures for subsequent phases will be agreed upon throughout the remainder of the project. 

V. lNFORi\rfATION/F AClLITIES/RESPONSIBlLITIES TO BE FURNISHED by Spectra: 

· Spectra commÍ!s to pf()\'iding t\/vO fll!1 time resources as part of the Core [FRS team as 
per the RFP. 

· Spectra ""ill provide to EY in a timely maJUJeí complete and accurate mformation and 
access to such management personnel, statf, premises, computer systems and 
applications as are reasonably required by EY to complete the performance of the 
Services. 

· This includes access to appropriate technical infrastmcture systems and a Spectra 
net\vork connection, during development. 

· \Vork stations at Spectra's sitds) including a desk phone and printer access< 
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VI. PRICING 

The tollmving rate card \vill be used throughout the duration of the IFRS implementation. 

Rates 

per 
hOllr 

Partner $450.00 

Senior Mana2,er $310.00 

Manager $250.00 

Senior Staff $175.00 

Staff $115.00 

A 10% discount will apply to annual (calendar year) fees in excess of$1 M. 

Other Notes 

. Fees do not include GST, or out-of-pocket expenses related to travel, etc. These wili 

be billed to you at our cost. All expenses wili follow the guidelines fÒr reasonable 

expenses set out in the US finns' agreement. 

. IFRS Rate Cards noted above applies for calendar 2008 and will increase by 3% per 

annum following December 31,2008. 
. All rates above denoted in Canadian doilars. 

. EY may draw upon personnel from other EY Entities in order to provide Spectra with 

the Services. 

VII. PRINCIPAL REPRESENTATIVES 

Spectra EY 

Name: Tim Cuny 
Address: Suite 2600 - 425 1 5t Street SW 

Name: Kent Kaufield 
Address: WOO, 440 2nd Ave. SW 

Phone: 

Fax: 
Email: 

Calgary, AB T2P 3L8 
(403)699-1565 

(403) 699-16XX 
t CUlTY(Zt spectracnergv .CCLtD. 

Calg;Lry, AB T2P 5E9 

Phone: (403) 206-5378 

Fax: (403) 290-4265 

Email: kent.d.kaufield(â:ca.ey.com 

~2~ 10- \'5 
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Westcoast Energy Inc. 

Mr. Tim Curry 
Vice President - Finance & Accounting Western Canada 
Suite 2600 - 425 1st Street SW 

Calgary, AB T2P 3L8 

06 October 2008 

Union Gas Limited 

Mr. Rick Birmingham 

Vice President Finance/Regulatory Affairs 

P.O. Box 2001, 50 Keil Drive North 

Chatham, ON N7M 5MI 

Dear Gentlemen: 

Addendum Documenting Amended Scope of EY's IFRS Implementation Assistance 

Westcoast Energy Inc. and Union Gas Límited (collectively, "Spectra") signed a Professional 

Services Agreement with Ernst & Young LLP ("EY"), dated as of February 25, 2008 related to IFRS 
implementation assistance (the "Services Agreement"). Since the Services Agreement was signed, we 
have worked with Spectra to develop the scope of services to be provided under the Services 

Agreement and wish to update such agreed scope. 

This Addendum is to confirm our agreement that Schedule A to the Services Agreement shall be 
replaced with the revised Schedule A contained in this Addendum. 

With the exception of this change, the Services Agreement remains in full force and effect, 

UI1"llJ!l~n.d.~ç1:.. 
... 
TQç9nfirmYQUL agreementpkase.sign-acopy-of thk-letter-wflereindieatedbefow and- 

return it to me. If you would like to discuss these matters further, please do not hesitate to contact me. 

Yours truly, 

~'Y'hLLP 
per Kent Kaufield '" 

(403) 206-5378 

.Services provided through Kent Kaufield Professional Corporation. a partner of Ernst & Young LLP 

: 
>. " 

".' 
, -1 !-';! 1 
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Westeoalft Energy Ine. 
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Title: IA', f,~ .'t"'t-c...,I.f'1/Ìl,v<.-. 

Acknowledaed and aped: 

Vnioa Gas Limited 

by /4' Name: 11. ßlc"A~,() ~/t,,Jt:t(ÁI-t ( CA 
Tide: 

IJlcÇ I~J'HIÝr. f'1"A~l~ 1ft.I/) ~,".~~ AfñI'~J 
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Schedu/eA 
IFRS Implementation - Project Management Assistance & Advisory Assistance 

1. SERVICES DESCRIPTION: 

Full IFRS convergence is currently expected to take effect in 20 II. It is anticipated that public 

companies will be required to disclose (ì) their conversion plans and anticipated impact on 

financial reporting starting in their 2008 reporting and (ii) their quantification of anticipated 

impacts in their 2009 reporting. Between now and 20 II it is expected that there will also be 

changes to Canadian GAAP as certain standards are converged with newly adopted IFRS. 
Spectra's overall objective is to design and execute an effective process to implement IFRS, 

based on the conversion timetable set out above. Spectra requires continued assistance from EY 

with respect to implementation of IFRS. 

EY worked with Spectra to identify, at a high level, the major impacts of IFRS on Spectra's 

financial reporting and business practices (the "Diagnostic Assessment"). The Diagnostic 

Assessment excluded any risk, market or cash flow management activities involving the use of 
financial instruments (including derivatives). EY provided additional assistance in documenting 

policy differences, IFRS options and recommendations for implementation and developing the 

detailed implementation plan (including financial reporting analysis, business and IT impacts). 

EY will continue to co-develop the scope of services to be provided under this Agreement with 
Spectra's project team, initially based on the outputs from work completed on the IFRS project 

to date described above. Professional services to be provided to assist Spectra in 

implementation of IFRS could include the following: 

. Accounting advisory assistance 

__._._fr()jeçL!Ilß.l]~ement.assistance.. - 

· Training assistance 
. IT and SAP advisory assistance as related to IFRS implementation impacts 
· Business process change assistance 
· Tax advisory assistance related to (FRS implementation 

EY's project team will include the following dedicated resources: 
· Senior project support and advisory assistance (16-24 hours per month) 

. Project manager (approximately 100 hours per month) 
· Full time resources (Chatham and Calgary - approximately 160 hours per month) 
· Part time resources (Houston - as needed) 
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Spectra and EY will mutually agree on the individuals to fill the project manager and location 

resources noted above. It is the intention of both parties to identify resources that will be 

dedicated to the project and to manage those resources accordingly including the timing of when 
they will perform the services. Any changes to the resources will be done through a mutually 
agreed upon process. 

EY's project team will also include technical resources (accounting, SAP, Tax) that will be 

available throughout the project on an as-needed basis. The individual allocated to those roles 

will be consistent with the initial phases on the project to the greatest extent possible. 

EY's role is to provide Spectra with advisory and project management assistance. EY will not: 

. determine which, if any, recommendations for converting to IFRS should be 

implemented. 

. act on behalf of management in reporting to the Board of Directors or Audit Committee. 

. authorize, execute or consummate transactions or otherwise exercise authority on behalf 

of Spectra. 

. prepare source documents on transactions or work papers that are the sole source of 
support for accounting policies and accounting entries. 

. have custody of assets. 
. 

. approve, or be responsible for, the overalllFRS work plan, including the assessment of 
conversion risk, determination of scope, project priorities and frequency of performance 

of procedures. 

. act in any capacity equivalent to a member of management or an employee. 

EY will not audit, review or otherwise provide assurance with respect to the completeness or 
appropriateness of any documentation prepared in connection with this engagement. Unless 

specifically requested by. you,. the scope of our. work will. not include the P!~P!lratLOrl().[._ 

accounting 
opirrionsdun'mãttersï'aii;ie<fdtTrîñgth-ë cÒùrseòfthís ássignmenT The Services will 

not involve (I) an audit, review or examination of financial statements in accordance with 
generally accepted auditing standards, (2) an examination of prospective financial statements in 

accordance with applicable professional standards or (3) a review to detect fraud or illegal acts. 

None of the Services will constitute any legal opinion or legal advice. Spectra management is 

responsible for the maintenance of proper accounting records and the preparation of the opening 
IFRS balance sheet and closing financial results. 

Spectra management is solely responsible for the sufficiency of the Services for its purposes. 
EY makes no representations or warranties regarding the sufficiency of the Services for Spectra's 

purposes. Spectra management is responsible for, and shall make, all management decisions and 
perform all management functions in connection with Spectra's JFRS conversion efforts. 
Without limitation, Spectra's management and its Audit Committee are responsible for the 
following: 
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. designating a competent employee or employees, preferably within senior management, 

to oversee and be responsible for Spectra's IFRS conversion project; 

. evaluating and approving the findings and results arising out of Spectra's IFRS 

conversion project, including evaluating the adequacy and approving the results of the 

Services; 
. determining the actions necessary to respond to the findings and results of Spectra's IFRS 

conversion project; 

. determining accounting policies, approving account codings and approving journal 

entries; 

. quality review procedures for work performed by both Spectra and EY resources at each 

location; 

. establishing and maintaining Spectra's system of controls over Spectra's processes, 
including its financial, strategic, operational, and compliance processes; and 

. accepting responsibility for the completeness and accuracy of Spectra's financial 

information and related disclosures. 

n. DELIVERABLES 

A. Type of De Ii verables (may include written documents or events) 

EY will work with Spectra to produce the outputs required to complete the IFRS 

implementation. These outputs might include, but are not limited to the following: 

. Project Management Plan (PMO), and related project status reports 

. Accounting workstream work programs (design and execution) 

. Update accounting procedures, business processes and controls documentation 
· Training program 
· Communication plan 

Bttrteam wiUwork: withLheSpectrãlFRS-Convëï'Stoñ-PrójeCìTè<iniana, as apprOpriate, other. 

members of Spectra with the intention that the engagement is conducted collaboratively and 

efficiently. EY will use all reasonable efforts to meet the above time~frames and any other 

stipulated time~frames. However, EY shall not be liable for failures or delays in the 

performance of Services that arise from causes beyond its control, including the untimely 

performance by Spectra, its representatives, advisors or agents. 

B. Scope of Deliverables 

This scope of work is expected to include the financial reporting for Westcoast Energy Inc. and 

its subsidiaries, including Union Gas Limited. This scope includes the financial reporting 

processes located in Houston, TX that support the consolidation of the Westcoast Energy Inc. 

and Union Gas Limited for Spectra Energy Corp reporting purposes. 
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C. Key milestones and related interim Deliverables. 

Key milestones and related outputs will be mutually agreed to throughout the project and 

incorporated into a project plan. 

III. MAJOR ACTIVITIES AND TIMELINE: 

· Commencement Date: October I, 2008 
· Completion Date: June 30, 20 I 0 

Major activities for the IFRS Implementation project may include the following: 

· Project management support 
· Accounting work stream process updates and documentation support 
· System integration (SAP Upgrade & New OIL Implementation) support 

The detailed activities of each of these major activities will be co-developed with Spectra as the 

project progresses, 

IV, ACCEPTANCE PROCEDURE (ifapplicable): 

Implementation outputs and milestones will be accepted upon approval by the Spectra IFRS 
Steering Committee throughout the remainder of the project. A project plan will be completed and 

managed throughout the remainder of the project to support the activities and progress on project 

milestones. 

V. SPEÇIMÇQMMIIMENIS~ 

. Spectra commit to providing senior management support and the IFRS resources 
required to meet the project objectives. These resources include a dedicated project 

manager and technical accounting support in all locations (Calgary, Chatham and 

Houston). 

. Spectra will provide to EY in a timely manner complete and accurate information and 

access to such management personnel, staff, premises, computer systems and 
applications as are reasonably required by EY to complete the performance of the 

Services. This includes agreed upon turn around time on responses to EY queries from 
Spectra senior management. 

. Spectra will provide timely access to appropriate technical infrastructure systems and a 

Spectra network connection, during development. 

. Work stations at Spectra's site(s) including a desk, phone and printer access. 
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The following rate card will be used throughout the duration of the IFRS implementation project. 

Rates per 
hour 

$450.00 
$310.00 
$250.00 

$175.00 

$115.00 

A 10% discount will apply to annual (calendar year) fees in excess of$1 million. 

Other Notes 

. Fees do not include GST, or out-of-pocket expenses related to travel, etc. These will be 

billed to you at our cost. All expenses will follow the guidelines for reasonable expenses 

set out in the US firms' agreement. 
. IFRS Rate Cards noted above applies for calendar year 2008 and wiIl increase by 3% per 

annum following December 31, 2008. 

. All rates and fees above are denoted in Canadian dollars. 

. EY may draw upon personnel from other EY Entities in order to provide Spectra with the 

Services. 

VII. PRINCIPAL REPRESENT A TIVES 

Spectra 

Name; Tim Curry 
Address: Suite 2600 - 425 1st Street SW 

Phone: 

Fax; 
Email: 

Calgary. AB T2P 3L8 
(403) 699-1565 
(403) 699-1688 

tcurrvíà)spectraenergy.com 

EY__ 

Name: Kent Kaufield 
Address: 1000.440 2nd Ave. SW 

Calgary. AB T2P 5E9 
Phone: (403) 206-5378 

Fax: (403)290-4265 
Email: kent.d.kaufield(a)ca.ey.com 


	Cover Letter
	Exhibit B1 - Board Staff

	Exhibit B2 - APPrO
	Exhibit B3 - CME
	Exhibit B4 - IGUA
	Exhibit B5 - LPMA
	Exhibit B6 - SEC
	Exhibit B7 - VECC

