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The remainder of the total delivery charges is recovered through the variable 
charge. Customers pay the variable charge based on a rate per gigajoule of natural 
gas consumed that month. The more natural gas consumed, the larger the total 
variable charge paid by the customer. 

History of Costs 
The typical ATCO Gas residential customer uses 150 GJ of natural gas in one year. 
Approximately 100 GJ of natural gas are consumed during the five-month period of 
November 1 to March 31. Shown are averaged North and South rates. 

Comparison of Annual Costs for Residential Customers - North 

Y Emn 

Comparison of Annual Costs for Residential Customers - South 
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Delivery Costs 
Our delivery charges are lower than 7 years ago. Our typical residential customer 
will pay us an average of $298 for service this year. In 1994, they paid an average of 
$332. In 2001, here is what a typical residential customer can expect to pay its utility 
company for service: 

ATCO Gas $298 
Sask Energy $411 
BC Gas $472 
Centra Manitoba $419 
Gazifere $789 
Union Gas North $542 
Union Gas South $435 
Enbridge Consumers $716 

What is “hedging”? 
Simply, hedging is locking in the price at which you agree to buy natural gas in the 
future. 

Typically, a utility will use fixed price contracts to hedge. When market prices are 
high, hedging always looks like the best approach. But, there is a cost and 
customers pay it. The utility knows when the market price drops, it won’t be able to 
reduce the rate charged to its customers. So, the utility that chooses fixed price 
contracts hopes the market price stays higher than the price the utility has 
committed to paying suppliers. Otherwise, customers are angry because their rate is 
higher than the market price. 

Why doesn’t ATCO Gas hedge? 
Our objective, and the direction of our customer representatives, is to provide natural 
gas at the least possible cost to customers. 

That’s why our portfolio is predominantly daily and monthly AECO-indexed gas 
bought under firm contracts. Our experience has been that this strategy does result 

http://www.atcogas.cordrates/faqs.asp 2002-03- 1 I 



ATCO Gas - Rates - FAQ’s 

in least cost gas for our customers because we are able to quickly react when gas 
prices drop. We did this most recently a year ago, when the market price dropped 
and stayed down despite months of reports about higher market prices yet to come. 
Customers enjoyed a gas rate reduction in February 2000 because market prices 
were lower than the rate we had set at the start of the winter period. 

Isn’t hedging better? 
No. One utility’s objective for rate setting is not superior to another’s rate setting 
process. Market prices for natural gas prices are volatile and forward market prices 
change daily so the best any utility can do is establish its objective based on what its 
customers have said they want. 
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