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applying to its regulator for a lower fuel charge. This change is expected to improve
the economics associated with the Belle River Mills to Dawn path.

Should the Dawn Gateway Line not proceed, it is expected that the current economics
associated with this transportation path will remain unchanged and the use of the St.
Clair Line will continue at its present low levels.

SECTION 3

BENEFITS OF INTEGRATING THE ST. CLAIR LINE
INTO THE DAWN GATEWAY LINE

Because of the capacity constraint on the Bickford to Dawn Line, Ontario customers
have only a limited ability to use the St. Clair Line to access US storage and supply.
It is expected that the proposed Dawn Gateway Line would eliminate this constraint.

Subject to obtaining the necessary regulatory approvals, Dawn Gateway JV is
proposing to combine the St. Clair Line with a new NPS 24 pipeline that Dawn
Gateway JV is proposing to build from Bickford to Dawn. That new segment of
pipeline would eliminate the pipeline constraint that restricts the use of the St. Clair
Line.

In comparison to the status quo, the proposed Dawn Gateway Line would provide
customers with a greatly improved connection between Michigan and Ontario’s
Dawn trading hub. The proposed Dawn Gateway Line would have the capacity to
transport approximately 385,000 GJ/d of gas between DTE’s Belle River Mills Gas
Storage Area and Dawn on a firm basis, and its capacity would be expandable to meet
future needs.

The Dawn Gateway Line would allow Ontario customers to have greater access to
existing and new storage developments in the Great Lakes region, and Ontario
customers would have much greater ability to contract for firm long term capacity
from upstream pipelines and from Michigan storage.

The proposed Dawn Gateway Line would directly link the Ontario market to new
incremental natural gas from emerging supply regions like the US Rockies, US shale
basin and Gulf Coast LNG. It would also provide Ontario consumers with options to
diversify their supply mix and offset the projected impacts associated with declining
supply from the Western Canadian Supply Basin (WCSB) which has traditionally
served the Ontario market.

The ability to access more sources of supply in Ontario would improve the security of
supply, and the depth and liquidity of the Dawn trading hub. The Dawn Gateway
Line will serve the Ontario market by:
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1) Increasing the storage interconnectivity between Michigan and Ontario,
contributing to an enhanced competitive storage market at the Dawn Hub.

i1) Providing a new firm connection to existing and emerging upstream
supplies and link to markets in Ontario.

ii1) Providing a path to attract replacement supply offsetting the impact of
lower volumes anticipated to land in Ontario due to the forecasted
declining WCSB.

37.  DTE and Spectra held a non-binding open season to determine the level of market
interest in the Dawn Gateway Line. Union has been advised that DTE and Spectra
have determined based on the bids received that there is sufficient interest in the

. . . . . . 1
proposed service to justify proceeding with the Dawn Gateway Line.” Dawn Gateway
JV is currently working with interested shippers towards executing binding firm
contracts, subject to obtaining regulatory approvals, to support the Dawn Gateway

Line.
SECTION 4
IMPACT ON UNION’S FACILITIES
38.  Union has no end use customers who are served directly off the St. Clair Line, and the

sale of the St. Clair Line will have no detrimental impact on Union’s ability to serve
its distribution customers.

39.  The sale of the St. Clair Line will have no negative impact on Union’s security of
supply and no negative impact on Union’s design day capabilities. There would be
no stranded Union facilities as a result of the proposed transaction. Union does not
foresee any impact on Union’s future expansion opportunities, including the
development of the proposed Heritage storage pool. In the event that the Dawn
Gateway Line proceeds, Union would have to complete modifications to the St. Clair
Line Station, Bickford Compressor Station and Dawn Compressor Station to
accommodate the project, but the costs would be solely paid by Dawn Gateway JV.

40.  Union’s Sarnia system is designed based on Union’s TCPL/GLTL Courtright Station
and Union’s Vector Courtright Station supplying gas to the existing Sarnia Industrial
Line. The TCPL Courtright Station has a connection to the TCPL/GLTL Line and
the Vector Courtright Station has a connection to the Vector Line, and those
connections will not be affected by the proposed sale of the St. Clair Line.

' Union is aware that other pipeline projects similar to the Dawn Gateway Line are under consideration.

In particular, Vector, Great Lakes Gas Transmission and ANR Pipeline Company have each conducted an
open season for proposed pipelines from Michigan to Dawn.
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In the past, Union has used the St. Clair Line as an emergency back stop to supply its
Sarnia Industrial Line in the event of a supply failure from the TCPL/GLTL Line.
However, that emergency capacity was replaced in 2005 when the Vector Line
interconnected at the Courtright Station. In addition, the Sarnia Industrial Line would
also have the ability to receive gas from the new Dawn Gateway Line at the St. Clair
Line Station.

The Dawn Gateway Line would provide an additional pipeline connection and
additional firm gas supply into Union’s Dawn compressor station. Union would
enter into an appropriate contract with the Dawn Gateway JV containing the required
operating parameters and gas quality standards to ensure that the connection would
have no negative impact on Union’s operations at Dawn.

SECTION 6

RATE IMPACT

Although the agreement of purchase and sale for the St. Clair Line and related assets
has yet to be fully negotiated, Union and DTE and Spectra have agreed that the sale
price for the assets will be equal to the net book value of the assets at the time of the
sale. It is estimated that the net book value of the assets in 2010 will be
approximately $5.2 million and that it will decline to approximately $4.3 million by
2013.

The final rate impact of the sale will depend on when the sale occurs because the sale
price will decline over time as the net book value declines.

There would be no material impact on Union’s ratepayers as a result of the proposed
sale of assets. There would be a small reduction in the rates of residential customers
in the Southern Operations area (less than one dollar a year per customer) which
would be incorporated into Union’s rates proposals at the time it rebases under
incentive regulation.

With the transfer of the St. Clair Line, Union would discontinue offering services
related to the St. Clair receipt and delivery point. Union would no longer offer
transportation service between St.Clair and Dawn under the C1 rate schedule, or Hub
services such as title transfers and hub balancing at St. Clair. Accordingly, Union
would remove all references to the St. Clair receipt and delivery point from the
applicable rate schedules
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SECTION 7

LAND MATTERS

As part of the proposed sale Union would seek to assign the land rights that Union
obtained for the construction and operation of the St. Clair Line (e.g. easements,
licences and crossing agreements) to Dawn Gateway LP. In some cases, the related
land rights are only assignable with the consent of the landowner (e.g. the agreements
with Hydro One, Ontario Power Generation and Canadian National Railway) and
Union and Dawn Gateway LP will seek consent from those landowners. All other
affected landowners would be contacted to make them aware of the change in
ownership.

A listing of the land rights which Union obtained for the construction and operation
of the St. Clair Line are attached as Schedule 2.
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Easement Rights for St. Clair Line

Schedule 2

NAME AND ADDRESS LEGAL DESCRIPTION . |REGISTRATION NUMBER
Union Gas Limited Part Lot 6, Concession 12
50 Keil Drive North Township of St. Clair
Chatham, Ontairo N7M 5MI1 (formerly Township of Sombra)
as in L640678
Part 1 on 25R-404
43405-0111 (LT)
Her Majesty the Queen in right of the Part Lot 5, Concession 12 Easement L643985
Province of Ontario as represented by Township of St. Clair
The Minster of Transportation (formerly Township of Sombra)
659 Exeter Road, Box 5338 County of Lambton
London, Ontario N6A SH2 designated as Part 1 on 25R-5086
43405-0051 (LT)
Her Majesty the Queen in right of the Part Lot 5, Concession 12, Easement L643985
Province of Ontario as represented by Township of St. Clair
The Minster of Transportation (formerly Township of Sombra)
659 Exeter Road, Box 5338 County of Lambton
London, Ontario N6A SH2 designated as Parts 2 & 3 on RD153
Except Part 1 & 2 on 25R-3832
43402-0080 (LT)
Melvin John Raymond Broad Part N 1/2 Lot 5, Concession 12 Easement 64239
Sandra Lee Broad Township of St. Clair
RR #1 (formerly Township of Sombra)
Sombra, Ontario NOP 2HO County of Lambton
designated as Part 2 on 25R-5144
43402-0077 (LT)
Cheryl Babcock Part Lot 5, Concession 13, Easement 627659
Joan Ward Township of St. Clair
61 Dauw Ave (formerly Township of Sombra)
Wallaceburg, Ontario County of Lambton
designated as Part 1 on 25R-4967
43406-0077 (LT)
Public Authority having Jurisdiction Road Allowance btwn Con 12 & 13 Franchise Agreement
(St.Clair Township) Sombra
aka Wilkesport Line btwn Hwy 40 & Indian Creek Rd.
Township of St. Clair
County of Lambton
43405-0088
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Easement Rights for St. Clair Line

Schedule 2

NAME AND ADDRESS

LEGAL DESCRIPTION

Clarence Eldridge Moffat
Catherien Frances Moffat
Arthur Grant Moffat
RR#1

Sombra, Ontario NOP 2HO

Part Lot 5, Concession 13
Township of St. Clair

(formerly Township of Sombra)
County of Lambton

designated as Part 1 on 25R-5232
43406-0075 (LT)

. |REGISTRATION NUMBER

Easement 651289

Public Authority having Jurisdiction
(St.Clair Township)

Road Allowance btwn Con 13 & 14,

Sombra

aka White Line btwn Hwy 40 & Indian Creek Rd.
Township of St. Clair

County of Lambton

43405-0087

Franchise Agreement

Robson Farms Ltd.

Part Lot 4 & 5 Concession 14
Sombra

Parts 1 & 2 on 25R-3626
Township of St. Clair

County of Lambton
43406-0060

William George Robson
R.R.#1
Sombra, Ontario NOP 2HO

Part Lot 5, Concession 14
Township of St. Clair

(formerly Township of Sombra)
designated as Part 1 on 25R-9510
Except Part 1 on 25R-8078
43406-0062 ®

Easement L641828

Public Authority having jurisdiction
(St.Clair Township)

Road Allowance btwn Con 14 & 15,
Sombra

aka Stanley Line lying btwn wly limit of Railway Lands and Hwy

#40 .

Township of St. Clair
County of Lambton
43406-0086

Franchise Agreement

Evleen Joy Robson
R.R. #1
Sombra, Ontario NOP 2HO

Part Lot 5, Concession 15,

being Parts 1, 2, & 3 on 25R-8706 and
Part 2 on 25R-5102

Part Road Allowance btwnn Lot 5 & 6
Concession 15, being Part 2 on 25R-6362
Township of St. Clair

(formerly Township of Sombra)

County of Lambton

43406-0066 (LT)

Easement L641828

Public Authority having jurisdiction
(St.Clair Township)

Part Lot 1, Con Front Moore

Part 7,8 & 9 25R-6359

Pt Road Allowance btwn Twp of Moore
and Twp of Sombra

aka Bickford Line btwn St. Clair
Parkway & New Kings Hwy #40
Township of St. Clair

County of Lambton

43308-0120

Franchise Agreement
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Easement Rights for St. Clair Line

NAME AND ADDRESS

LEGAL DESCRIPTION

_ IREGISTRATION NUMBER

Union Gas Limited
50 Keil Drive North
Chatham, Ontario N7M 5M1

Part Lot 26. Plan 24

Township of St. Clair

(formerly Township of Moore)
County of Lambton

designated as Part 1 on 25R-5101
43308-0116 (LT)

Evleen Joy Robson
R.R.#1
Sombra, Ontario NOP 2H0

Part Lot 25 & 26, Plan 24

Part Road Allowance btwn Lot 25
Concession 1 & 2,as in L909057
closed by M028032

Township of St. Clair

(formerly Township of Moore)
County of Lambton

43308-0114 ®

Easement L641829

J. Rink Farms
116 West Line
Port Lambton, Ontario NOP 2B0

Part Lot 26, Concession 2

Part Lot 26, Plan 24

Part Road Allowance btwn Lot 26
Concession 1 and Lot 26 Plan 24
Township of St. Clair

(formerly Township of Moore)

County of Lambton

designated as Parts 1 to 10, on 25R-1585
closed by M028032

43308-0105 (LT)

Easement 872940

Union Gas Limited
50 Keil Drive North
Chatham, Ontario N7M 5M1

Part Lot 26, Concession 2
Township of St. Clair
(formerly Township of Moore)
County of Lambton

as in L241082

43308-0106 (LT)

Canadian National Railway Company
277 Front Street West, Suit 920
Toronto, Ontario M5V 2X4

Part Road Allowance btwn Lot 27
Concession 1 and 2, closed by M028032
Part Lot 26, Concession 1

Part Lot 26, Plan 24, as in L224792
Township of St. Clair

(formerly Township of Moore)

County of Lambton

43308-0107 (LT)

Pipe Crossing Agreement
CNR Ref.: $3-0.33 (12.99)
UGL Ref.: R2029
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Easement Rights for St. Clair Line

NAME AND ADDRESS

LEGAL DESCRIPTION

REGISTRATION NUMBER

James Edward MacPherson
400 Rokeby Line

R.R. #1

Mooretown, Ontario NON M0

Part Lot 26 & 27, Concession 2

Part Road Allowance btwn Lots 27
Concession 1 and Lot 27. Concession 2
as in L862732

Township of St. Clair

(geographic Township of Moore)
County of Lambton

43308-0101 (LT)

Easement L645973

Public Authority having jurisdiction
(St.Clair Township)

Road allowance btwn Lot 27 & 28
Concession 3 Moore

Part Road Allowance btwn Lots 27 & 28
Concession 4, Moore

lying S of Former railway lands

aka Greenfield Rd.

Township of St. Clair

County of Lambton

43307-0150

Franchise Agreement

Jerilyneen Helen Daley
1532 Moore Line
Mooretown, Ontario NOM 1MO0

Lot 28, Concession 1
Township of St. Clair
County of Lambton
43308-0100 (LT)

Easement L645975

James Edward MacPherson
391 Oil Springs Line
Courtright, Ontario NON 1HO

Part Lot 12, Concesion Front
as InL936310

Township of St. Clair
(formerly Township of Moore)
County of Lambton
43308-0065 (LT)

Easement L.645974

Ontario Hydro

Part Road Allowance btwn Lots 7 & 8
Concession Front

closed by M0280932

Part Lot 8-12 Concession Front

as in L216972; L216967, L.216966
L216965

Township of St. Clair

(formerly Township of Moore)
County of Lambton

43308-0094 (LT)

Easement L689642
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Easement Rights for St. Clair Line

NAME AND ADDRESS

LEGAL DESCRIPTION

The Erie and Huron Railway Company
CSX

Part Lot 8-12 Concession Front

as in MO9486: M09487: MO10282,
MO10214. MO10089 & MO10100
Township of St. Clair

(formerly Township of Moore)
County of Lambton

43308-0099 (LT)

REGISTRATION NUMBER

Pipeline Crossing Agreement
License #88613
UGL #R2036

James Edward MacPherson
391 Oil Springs Line
Courtright, Ontario NON 1HO

Part Lot 12, Concession Front
as in L936309

Township of St. Clair
(formerly Township of Moore)
County of Lambton
43308-0064 (LT)

Easement 1645974

Public Authority having Jurisdiction
(St.Clair Township)

Part Road Allowance btwn Lots 12 & 13
Concesison Front,

a.ka. Oild Springs Line

lying West of the Erie & Huron Railway
Township of St. Clair

(formerly Township of Moore)

County of Lambton

43307-0202 (LT)

Franchise Agreement

Ontario Power Generation Inc

Part Lot 13-19, Concession Front
Part 6 to 57, 25R-7728

T/W Part 1. 25R-811 as in L352815
Lot 12-46, B Plan 29

Part Lot 5 - 11, Plan 29

Part Park St., Jenkyn Stn Plan 29
asin L910132

Township of St. Clair

(formerly Township of Sombra)
County of Lambton

43307-0132 (LT)

Easement L689643
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