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DECISION AND ORDER 
 
Union Gas Limited (“Union”) and Gaz Metro Limited Partnership (“GazMetro”) had 
entered into a contract (Contract LST014) for gas storage space.  This Board-approved 
contract was for a 10-year period starting April 1, 2001 and ending March 31, 2011.  
The intent of the original contract was to step down the volume over the total 10-year 
period from 14,718,600 GJ in the first four-year period to 10,303,020 GJ in the second 
one-year period, to 5,887,440 GJ in the third one-year period, to 2,943,720 GJ in the 
fourth four-year period. 
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On March 22, 2005, Union applied for approval for an amendment to the GazMetro 
contract to eliminate the first step-down in storage space thus maintaining the contract 
volume at the original 14,718,600 GJ until April 1, 2006, the scheduled date for the next 
step-down. The Board assigned this application Board File No. EB-2005-0258. 
 
On April 8, 2005, Union applied for approval of the parties to, the period of, and the gas 
storage between Union Gas Limited and Nexen Marketing (‘the Nexen contract’).  The 
application seeks to replace an expired contract previously approved by the Board.  The 
new Nexen contract was identified as Contract No. LST 042 and involved the 
contracting of 1,069,099 GJ of gas storage space for the period April 1, 2005 to March 
31, 2008.  The first contract year of the Nexen contract has already begun under the 
parameters of Union’s current Board-approved blanket storage policy, which allows 
Union to enter storage contracts for terms of 17 months or less, and for storage space 
of 2 Bcf or less, without requiring explicit Board approval.  The Board assigned this 
application Board File No. EB-2005-0266. 
 
Union’s applications were made pursuant to subsection 39(2) of the Ontario Energy 
Board Act that allows Board approval without a hearing.  Union requested that certain 
commercial terms in the contracts be held in confidence as per the Board’s Rules of 
Practice and Procedure on the basis that the contracts contain information that is 
commercially sensitive and will harm the contracting parties’ competitive positions. 
 
In the Board’s Natural Gas Forum Report, dated March 30, 2005, the Board indicated 
that it will review the issue of whether it should refrain from regulating some or all 
matters relating to gas storage by the end of 2006 (“the Storage Review”).  In view of 
that prospective Storage Review, the Board identified the need to determine if any 
parties, other than Union, Nexen, and GazMetro, would be adversely affected by the 
outcome of the proceeding and therefore, whether the Board should or should not 
proceed without a hearing.  The Board combined the two proceedings and assigned 
Board File No. RP-2000-0017/EB-2005-0258/EB-2005-0266 to the combined 
proceeding. 
 
The notice of applications for the combined proceeding was issued on July 7, 2005 and 
was served on the all the participants in the Natural Gas Forum.  In the Notice, the 
Board asked for submissions from parties. 
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Submissions by Parties 
 
The Board invited submissions on the following issue: 
 

Is any party adversely affected in a material way by the 
outcome of the proceeding and if so, what is the impact and 
how is it material?  For example, will a decision to grant the 
applications adversely affect the Board’s consideration and 
implementation of the Storage Review? 

 

The Board received submissions from Union, GazMetro, Nexen, Industrial Gas Users 
Association (“IGUA”), Market Hub Partners (“MHP”), TransCanada PipeLines Limited 
(“TCPL”), TransCanada Energy Ltd. (“TCEL”), TransAlta Energy Corporation 
(“TransAlta”), and Enbridge Gas Distribution (“Enbridge”).  Reply submissions were 
received by Union and Nexen. 
 
GazMetro submitted that any further delay in processing the application would have 
adverse financial and operational effects upon them and urged the Board to consider 
the current contract within current policy and practice. 
 
Nexen urged the Board to proceed without a hearing as there are no material impact on 
parties other than Union and the contracting parties. 
 
Both TCEL and TCPL requested intervenor status in the proceeding.  To that end, 
TCEL indicated that it is a market participant in Ontario and its business and operations 
may be affected by this proceeding.  For its part, TCPL indicated that, as a major 
transporter of natural gas, it may be materially affected by any decision in this 
proceeding and the impact that such decision may have on future TCPL proceedings, 
and that the subject-matter of this proceeding may be relevant to TCPL interests in the 
Natural Gas Forum.  Neither TCEL nor TCPL provided any further details as to the 
nature or materiality of the impact. 
 

TransAlta took no position on the merits of the two applications and stated that the 
outcome of the proceeding should not prevent or otherwise limit the Board’s 
consideration of issues in the Storage Review. 
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IGUA’s interest was in any potential for cross-subsidy in the event that the negotiated 
rates for GazMetro and Nexen, being ex-franchise customers, were less than Union’s 
cost of providing services under the contracts. 
 
MHP submitted that the Board should proceed with its review of the two applications 
and that there should not be any slow-down or freeze on approvals in storage related 
applications because of the Storage Review. 
 
Enbridge supported the approval of the two applications and indicated that a delay in 
approval would materially affect gas supply planning and operations of GazMetro.  
Enbridge was concerned about regulatory uncertainty caused by any change in the 
storage contract approval process without sufficient opportunity for utilities to establish 
alternative gas supply arrangements.  Enbridge further submitted that approval of the 
two contracts would not adversely affect the Board’s consideration and implementation 
of the Storage Review. 
 
Board Findings 
 
Under section 39(2) of the Ontario Energy Board Act, the Board can approve 
applications for gas storage contracts without a hearing.  The criteria for proceeding 
without a hearing under this section are not set out in the legislation.  The strictest test 
that may arguably be applied is in section 21(4) of the Ontario Energy Board Act, which 
states that the Board may proceed without a hearing if it determines that no person 
would be adversely affected in a material way by the outcome of a proceeding.  In this 
case, even if the strict test is applied, the Board has determined that a hearing is not 
required. 
 
Based on the evidence and submissions of the parties, the Board finds that the nature 
and specifics of the two applications will not negatively affect in a material way any party 
or the Board’s ability to consider the issues which will be subject to the Storage Review 
if the Board proceeded to consider Union’s two applications without a hearing.  In fact, 
several parties stressed the adverse impact on the contracting parties if the Board did 
not proceed with the two applications on a timely basis.  The Board therefore has 
determined that it should proceed with the two current applications without a hearing. 
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The Board accepts Union’s submission that the GazMetro and Nexen contracts would 
not affect Union’s ability to meet future gas storage needs for its in-franchise customers.  
The Board also notes Union’s confirmation that the negotiated prices exceed Union’s 
costs. 
 
For all of the reasons above, the Board approves Union’s current applications.  
Specifically, the Board approves the proposed amendment to the GazMetro contract 
(Contract LST014) and the parties to, the period of, and the storage space to the Nexen 
contract (Contract LST042) attached to this Decision and Order as Appendix “A” and 
“B”, respectively.  Union shall file original signed or certified copies of the executed 
contracts with the Board as soon as they are available. 
 
Some parties expressed concern about the regulatory uncertainty that this process has 
caused and that the Board should not change its traditional practices in reviewing gas 
storage applications because of the prospective Storage Review.  While the Board finds 
merit in that proposition, the determination of how the Board should proceed in future 
gas storage applications must reflect the appropriate balance, so that neither commerce 
would be unnecessarily or unduly frustrated, nor that the Storage Review would be 
unnecessarily or unduly prejudiced.  The nature and specifics of future gas storage 
applications would determine how the Board would proceed. 
 
DATED AT Toronto, August 2, 2005. 
 
ONTARIO ENERGY BOARD 
 
 
Original Signed By 
 
John Zych 
Board Secretary 



 
 
 
 
 
 

APPENDIX “A” TO 
 

BOARD DECISION AND ORDER  
 

IN THE MATTER OF RP-2005-0017/EB-2005-0258 
 

DATED August 2, 2005 
 

Being a copy of a contract for storage services  
from Union Gas Limited, identified as Contract No. LST014  

from which certain information including Schedule “A” which contains pricing information 
is withheld and not currently available to the public. 





























 
 
 
 
 
 

APPENDIX “B” TO 
 

BOARD DECISION AND ORDER  
 

IN THE MATTER OF RP-2005-0017/EB-2005-0266 
 

DATED August 2, 2005 
 

Being a copy of a contract for storage services  
from Union Gas Limited, identified as Contract No. LST042  

from which certain information including Schedule “B” which contains pricing information 
is withheld and not currently available to the public. 

 




































