O wiongas

A Spectra Energy Company

August 26, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:

RE: EB-2015-0166/EB-2015-0175 — Union Gas Limited — Pre-Approval of the Cost Consequences
of NEXUS Long Term Contract - Interrogatory Responses — with additional attachment

Please find attached Union’s responses to the interrogatories received in the above proceeding. An
attachment was not included when filed on August 25, 2015. Attachment 2 to Exhibit
B.T4.Union. TCPL.8 is included in the attached.

As noted, Union used the topics/Provisional Issues List attached as Schedule A to Procedural Order No. 1
to organize the interrogatories into categories, as requested by the Board.

The interrogatories will be filed in the RESS and copies sent to the Board.

If you have any questions with respect to this submission please contact me at (519) 436-5473.
Yours truly,
[Original signed by]

Karen Hockin
Manager, Regulatory Initiatives

cc: Charles Keizer, Torys
Mark Kitchen, Union Gas
All Intervenors

P.O. Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com
Union Gas Limited



O wiongas

A Spectra Energy Company

August 25, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:

RE: EB-2015-0166/EB-2015-0175 — Union Gas Limited — Pre-Approval of the Cost Consequences
of NEXUS Long Term Contract - Interrogatory Responses

Please find attached Union’s responses to the interrogatories received in the above proceeding. Union
used the topics/Provisional Issues List attached as Schedule A to Procedural Order No. 1 to organize the
interrogatories into categories, as requested by the Board.

The interrogatories will be filed in the RESS and copies sent to the Board.

If you have any questions with respect to this submission please contact me at (519) 436-5473.
Yours truly,
[Original signed by]

Karen Hockin
Manager, Regulatory Initiatives

cc: Charles Keizer, Torys
Mark Kitchen, Union Gas
All Intervenors

P.O. Box 2001, 50 Keil Drive North, Chatham, ON, N7M 5M1 www.uniongas.com
Union Gas Limited
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  Application Covering Letter dated May 28, 2015 paragraph 1

At paragraph 1, Union makes the following statement:
Please find attached Union Gas Limited’s (“Union”) application and evidence
seeking pre-approval of the cost consequences of a long-term transportation
contract that supports the development of new natural gas infrastructure.

OEB staff seeks clarity on the relief that Union is seeking.

a) In regards to Union’s reference to pre-approval of the “cost consequences”, is Union
requesting that the OEB grant approval now to all future gas transportation-associated costs it
may incur over the 15 year term of the NEXUS contract, even in the event that other supply
options become more economic or otherwise more attractive during the course of the 15 year
contract term?

b) Would there be any exceptions to the requested pre-approval? If so, please elaborate on what
may be an exception.

Response:

a) Yes. The purpose of requesting pre-approval of the cost consequences of entering a long-
term contract commitment for upstream transportation capacity is to provide the necessary
assurance of cost recovery.

This contract requires a significant financial commitment by Union, approximately $715
million over a 15 year contract term (Exhibit A, page 3) representing 31% of Union’s annual
upstream portfolio (Exhibit B.T1.Union.BOMA.4). As a major natural gas utility in Ontario,
Union must encourage and support new infrastructure projects such as NEXUS to connect
and bring new supplies to Ontario.

The Board developed guidelines for such pre-approval, recognizing the role that an LDC
plays in encouraging new, large-scale infrastructure projects:
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“The Board recognized that the enrolment of regulated utilities for such long term
arrangements would be a necessary and desirable element in new infrastructure
development.”

Union has entered into a long-term commitment (subject to certain conditions precedent in
the Precedent Agreement in Exhibit A, Schedule 1) with NEXUS for a significant volume on
behalf of system supply customers. The NEXUS contracts allow Union to provide new
sources of supply (along with downstream transportation contracts) to in-franchise
customers, resulting in cost savings to sales service customers of greater than $700 million
over the 15 year term (Exhibit A, page 41) or an average bill impact of $29 per year per
customer assuming a 15% increase to the negotiated toll (Exhibit B.T1.Union.Staff.8).

Given the financial obligations resulting from the commitment, Union is requesting pre-
approval of the cost consequences related to the contract. The Board has recognized the need
for utilities to obtain pre-approval in this situation, stating that:

*“...regulated utilities whose sourcing decisions are typically and conventionally subject
to ex post facto prudence review would be reluctant or unwilling to accept

very significant long-term commitments without assurances of costs recovery. The result
would be a frustration of demonstrably needed new natural gas infrastructure.”

Union has managed ratepayer risks associated with the NEXUS contract through a number of
different means as described in Exhibit A, pages 46-52. Some measures of risk management
include: implementation of a capital cost tracker mechanism to cap the toll and realize toll
savings where capital costs are less than target; the ability to choose the reservation rate
instead of the negotiated toll after the project has been completed; negotiating a Most
Favoured Nations clause where Union can receive more favourable terms negotiated by a
similar shipper (Exhibit B.T4.Union.Staff.20); securing transportation capacity that provides
diversity of path and supplier in the Union gas supply portfolio; and supporting a pipeline
infrastructure that when complete will increase the liquidity of the Dawn Hub to the benefit
of all Ontario customers (Exhibit B.T1.Union.LPMA.8).

Without pre-approval of the cost consequences, Union cannot continue to commit to the
NEXUS contract and remain an anchor shipper, the consequences of which would be a
higher risk that the market pull-supplier push NEXUS pipeline would not be completed
(Exhibit B.T1.Union.Staff.5) and the benefits to customers and the Dawn Hub would not be
realized (Exhibit B.T3.Union.BOMA.35, Exhibit B.T1.Union.LPMA.1, Exhibit
B.T1.Union.LPMA.8, and Exhibit B.T1.Union.Staff.6).

Union is not aware of any exceptions. Union negotiated a fixed rate with NEXUS that
includes a known capital cost tracker adjustment mechanism which allows Union to
participate in any cost savings realized while limiting any cost overrun potential. The upper
limit of the contract rate is known and can be approved by the Board.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  Exhibit A/ Page 2/ Lines 1-2

Union’s evidence states that it intends to enter into a 15 year contract with NEXUS Gas
Transmission (NEXUS).

Please briefly summarize the key points of other OEB proceedings in which Union has requested
pre-approval of the cost consequences of long term transportation contracts. Please indicate the
OEB’s decision in terms of its acceptance, or rejection, of the application.

Response:
This is also responsive to Exhibit B.T1.Union.CME.1.

Union requested pre-approval of the cost consequences of long term transportation contracts
under the Filing Guidelines issued by the Board in EB-2008-0280, Long Term Contract
Guidelines, in two prior applications.

In each of these cases, the Board made no comment on the prudence of the contracts however
they determined that pre-approval was not required because specific criteria of the Guidelines
were not met.

The first application, in EB-2010-0300, Pre-Approval of 3 Long Term Transportation Contracts,
Union applied for pre-approval of the cost consequences of 3 contracts.

1. The Parkway to Eastern Delivery Area (EDA) contract was a minimum ten-year contract for
20,000 GJ/d firm short haul capacity, commencing November 1, 2013. Based upon
TransCanada’s current rates at the time of that filing, transportation service on this contract
was estimated to cost $2,827,400 CDN/year or $28 million over the 10 year term of the
contract. This contract request was withdrawn January 17, 2011 as no Precedent
Agreements (“PA”) were negotiated.
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2. The Parkway to Northern Delivery Area (NDA) contract was a minimum ten-year contract
for 10,000 GJ/d of firm short haul capacity, commencing November 1, 2013. Based upon
TransCanada’s current rates at the time of that filing, transportation service on this contract
was estimated to cost $1,072,500 CDN/year or $11 million over the 10 year term of the
contract. This contract request was withdrawn January 17, 2011 as no PA’s were
negotiated.

3. The Niagara contract for firm transportation of 21,101 GJ/d on the TransCanada system was
a minimum ten-year contract commencing November 1, 2012. The receipt point of the
contract is Niagara and the delivery point is Kirkwall. The annual demand commitment of
the contract at National Energy Board (NEB)-approved rates in place at the time of filing
was $697,000 CDN per year.

The second application was part of a larger project (EB-2013-0074) which included requests for
leave to construct approval of facilities tied to the contracts. This capacity would allow Dawn
sourced gas to be delivered to the benefit of Union North sales service and bundled direct
purchase customers. The demand charges associated with the contracts over the 10 year term
are in excess of $110 million.

Union applied for approval of 2 contracts:

1. Contract with TransCanada for 10,000 GJ/d firm short haul transportation capacity between
Parkway Belt and the Union NDA, starting November 1, 2015 for a term of 10 years.

2. Contract with TransCanada for 100,000 GJ/d of firm short haul transportation capacity
between Parkway Belt and the Union EDA starting November 1, 2015 for a term of 10
years.

The overall project was approved however the Board did not pre approve the cost consequences
of the long term contracts because there were no PA's or contracts and the cost impact was
unknown. The Board noted costs were tied to TransCanada tolls which are subject to change by
the NEB.

As noted, in prior proceedings, the Board did not disagree that the contracts were prudent, but
rather that they did not meet the hurdle to require pre-approval as per the Filing Guidelines.
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The following is a list of key requirements of the guidelines where the NEXUS contract differs
from prior requests:

NEXUS
UNDERPINS e The required infrastructure is defined.
SIGNIFICANT e The NEXUS pipeline project includes 250 miles of NPS 36
GREENFIELD GREENFIELD pipe as a cost of approximately $2 Billion to
INFRASTRUCTURE provide 1.5 Bcf/d transport to the market.
VOLUME e NEXUS represents a more significant volume of 158,258

GJ/d which represents approximately one third of Union’s
overall gas supply portfolio

e This does not represent typical day to day contracting

e Prior volumes of 21,101 GJ/d and 110,000 GJ/d

COST of e Tolls are known and are fixed in the contract terms - this

CONTRACT mitigates risk of pre-approval

e In prior applications, tolls on TransCanada would vary as
approved by the NEB

INFRASTRUCTURE e Project is defined and the cost impact to Union (shipper) is

PROJECT known and capped

CONTRACT OR PA e PAfiled in EB-2013-0074, were not yet signed
MAGNITUDE OF ¢ Significantly larger commitment in NEXUS proceeding with
COST a financial commitment of greater than $700 million over the
COMMITMENT 15 year term of the agreement

e This compares to prior commitments estimated at $7 million
and $39 million over the 10 year term of the agreements

d) Union is not aware of any cases where the Board has granted pre-approval to any Ontario
distributor for the cost consequences of a long term upstream transportation contract or long term
supply contract. No significant new upstream transportation infrastructure to Ontario has been
added since the issuance of the Board’s pre-approval guidelines in 2009.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A/ Page 43/ Line 6
Union is seeking pre-approval of the gas consequences associated with the NEXUS pipeline.
Union indicates that the delivery point in the NEXUS transportation agreement is Union St.

Clair. Is Union requesting pre-approval of the gas consequences associated with the
transportation agreement on DTE in Michigan from Willow Run to Union St. Clair?

Response:

NEXUS will contract for third-party transportation capacity on the DTE system from Willow
Run to Union St. Clair. As Union is seeking pre-approval of the cost consequences of the
NEXUS contract, this would include the portion of the path where NEXUS will transport gas on
the DTE system from Willow Run to Union St. Clair.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference: Exhibit A/ Page 3/ line 6
Union’s evidence states:

The long-term contract requires a substantial financial commitment by Union
Gas. The contracted volume of 150,000 Dth/d (158,258 GJ/d) of transportation
capacity for 15 years will result in a total cost commitment estimated to be
approximately $715 million.

Is the proposed volume of 150,000 Dth/day intended to solely meet Union’s in-franchise
customers’ demand, or is some of the volume intended for ex-franchise customers?

Response:

The 150,000 Dth/d (158,258 GJ/d) of NEXUS transportation capacity will be purchased to meet
Union's in-franchise sales service customer demand only.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference: Exhibit A / Pages 26-28

Union has said it has “anchor shipper” status on NEXUS meaning its participation is significant
in terms of the project being able to proceed.

In the absence of Union and Enbridge committing to the Precedent Agreement volumes and 15
year contract length, would the NEXUS transmission project have the necessary commitment to
be able to proceed?

Response:

As outlined in Exhibit A, page 4, “In a scenario where Union was unable to obtain contract pre-
approval and not commit as an anchor shipper to the contract as proposed, there is significant
risk that producers, who are also anchor shippers on the NEXUS project, may interpret Union’s
action as a lack of endorsement of Dawn as an important market hub and an indication of a
weak market for their supplies at Dawn. If these producers were to reconsider their
participation on the project, or their plans to bring supplies to Dawn, there is significant risk
that the NEXUS project would not proceed as planned.”

The NEXUS project includes both demand pull (LDC end users) and supply push (suppliers)
entities. Without this balanced support there is a higher risk that the project will not be
completed. As is noted in the response at Exhibit B.T1.Union.BOMA.2, the Union and Enbridge
committed volumes are a significant portion of the NEXUS capacity contracted to Dawn (35%)
and without the participation of the LDCs, the project may not proceed. Please also see the
response at Exhibit B.T1.Union.Energy Probe.3.

Please also see the response at Exhibit B.T3.Union.Energy Probe.22 where Union details the
Board recognition of a need for a pre-approval process for large, long term contracts to remove
the natural disincentive from LDCs supporting demonstrably needed new natural gas
infrastructure.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A / Pages 40-41

Union has estimated potential cost savings of over $700 million based on the volumes that the
NEXUS supply will replace.

a) Are the cost savings related solely to Union’s in-franchise customers?

b) What portion of the cost savings is expected to materialize for system gas customers versus
direct purchase customers?

c) Are they are any other financial benefits that the NEXUS transportation system will provide
to Union in terms of both its regulated and unregulated business activities? Please explain and
quantify any such benefits.

Response:
a) Yes, all cost savings are related solely to Union's in-franchise sales service customers.
b) Please see the response to a) above.

c) As stated throughout Exhibit A, Section 5, there are numerous benefits to both Union’s
customers and the rest of Ontario. With the enhanced liquidity at Dawn, due to Union’s
participation in the NEXUS project, comes the benefit of added reliability, diversity, price
stability and cost savings.

Having more upstream pipeline options (i.e. diversity) also helps to enhance reliability by
reducing the reliance on any one source or basin and mitigates the risk related to this reliance.

Union would expect that with lower and more competitive energy costs as a result of
maintained or increased liquidity and competition at Dawn, that there would be incremental
opportunities for Ontario to maintain and/or attract business, that otherwise may locate
elsewhere.
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Board Staff

Reference: Exhibit A / Pages 40-41 / Figure 5-5

Union at Figure 5-5 provides a summary of the landed cost analysis as of January 2015. The total
landed cost of the NEXUS project is very similar to the Rover pipeline project. Union has further
estimated a total cost saving of $708 million over the 15 year term to sales service customers as
compared to current contracted supplies.

What would be the quantum of the total cost savings if Union selected the Rover pipeline project
in place of the NEXUS project?

Response:

Please note that the Rover pipeline project was not an announced project when Union entered
into the NEXUS open season in 2012 and began negotiations toward a transportation agreement.

Using the landed costs provided in Exhibit A, page 40, Union has calculated the total cost
savings if Union selected the Rover pipeline project in place of the NEXUS project below.
Union has also included the various NEXUS / St. Clair and TCPL Niagara to Kirkwall landed
costs for comparison purposes.

TCPL Empress
Landed Cost of | Alliance/Vector to Dawn Savings Over 15
Column A Landed Cost Landed Cost Year Term
Path ($Cdn/GJ) ($Cdn/GJ) ($Cdn/GJ) Annual Savings ($ Cdn) ($ Cdn)
(E) = ((C - B) x 85,000 x 365)
(A) (B) (C) D) + ((D-B) x 73,000 x 365) F)=Dx15
NEXUS / St. Clair 3 838 | % 9.00 | % 967 | % 53,607,550 | $ 804,113,250
NEXUS / St. Clair (increased by 15%) | $ 8.49 | % 9.00 | % 967 | % 47,263,850 | § 708,957,750
NEXUS / St. Clair (decreased by 15%) | $ 827 (% 9.00 | % 967 | % 59,951,250 | $ 809,268,750
Rover * 3 8.36 | $ 9.00 | % 967 | % 54,760,950 | $ 821,414,250
TCPL Niagara to Kirkwall 3 8.10 | $ 9.00 | % 967 | % 69,755,150 | $§  1,046.327,250

* The analysis is based on an indicative rate for Rover of $0.80 USD/mmbtu. The analysis does not contemplate potential toll increases arising
| from factors such as capital cost overruns or pipeline undersubscription.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference: Exhibit A/ page 41/ lines 7-8

Union estimates potential cost savings of over $700 million over the term of the contract to sales
service customers compared to current contracted supplies.

What is the impact on a typical residential customer’s bill of incorporating the NEXUS contract
volumes into Union’s portfolio versus the status quo portfolio — i.e. without NEXUS?

Response:

The annual bill impact associated with the potential cost savings of over $700 million for a
typical residential customer in Union North and Union South consuming 2,200 m3 per year is a
reduction of approximately $29.

Please see Table 1 below for the calculation.

Table 1

Annual Residential Bill Impact
based on the $700 million landed cost savings on NEXUS

Line

No. Particulars
1 Annual Cost Savings ($) (1) 47,263,850
2 Sales Service Volumes (103m3) (2) 3,533,863
3 Unit Cost Savings (cents/m?) (line 1/ line 2) 1.3375
4 Typical Annual Residential Volume (m3) 2,200
5 Annual Residential Bill Reduction (3$) (line 3 * line 4) 29.42

Notes:
1) From Exhibit A, page 41, footnote 29 (NEXUS/St. Clair increased by 15%)
(($9.00-$8.49) * 85,000GJ/day + ($9.67-$8.49) * 73,000GJ/day)) * 365 days
2 Sales Service Volume per EB-2014-0271 (2015 Rates) Rate Order

Working Papers, Schedule 16 UPDATED, line 2, column (c).
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UNION GAS LIMITED

Answer to Interrogatory from
Association of Power Producers of Ontario (“*APPrO”)

Reference: i) Exhibit A Section 3 page 14

Preamble: In Reference 1), Union notes that the NEXUS Pipeline has a 250 mile greenfield
component to the project. APPrO would like to understand the market conditions
necessary for the project to proceed.

a) Please provide Union’s understanding of the minimum level of contractual commitments
necessary for the NEXUS Pipeline proponents to proceed with the development.

Response:

a) The level of shipper commitment that NEXUS has received to date is sufficient for the project
to move forward. The volumes from the various producers and LDCs who have executed
Precedent Agreements have allowed NEXUS to advance the project and submit its FERC pre-
filing. Should certain Precedent Agreement holders not be able to fulfill their obligations and
satisfy their respective conditions precedent, and therefore drop from the project, there is a
risk that the project would no longer move forward. That minimum level is not known to
Union and would be up to the sole discretion of the project proponents.
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UNION GAS LIMITED

Answer to Interrogatory from
Association of Power Producers of Ontario (“*APPrO”)

i) Exhibit A Section 3

In Reference i), Union describes the NEXUS project, including the Canadian
portion that utilizes existing capacity on the Vector Pipeline and Union’s St. Clair
to Dawn facilities. APPrO would like to better understand the flow dynamics into
Dawn both before and after the in-service date of the NEXUS Pipeline.

Please provide a map showing on all pipeline systems in and around Dawn as well as
Southeast Michigan (where such pipelines are capable of flowing gas into Ontario). Please
include a table on the map illustrating the expected firm capacity both into and out of Dawn
as of: November 1, 2015, November 1, 2016, and November 1, 2017.

For each pipeline into or out of Dawn, please provide a separate graph that illustrates the
daily flow during 2014.

Union indicates that “For most shippers, the NEXUS path will then utilize capacity on the
DTE and Vector Pipeline systems from Willow Run to the Dawn Hub in Ontario”. Union
further notes that “The DTE and Vector facilities that NEXUS facilities will utilize will
likely require reinforcement”. Please provide the following:

What is Union’s understanding of the amount of capacity that NEXUS has committed
to purchase on the Canadian portion of the Vector Pipeline?

What is Union’s understanding of the amount of incremental capacity into Dawn that
will result from the development of the NEXUS Pipeline as of November 1, 2017?

Please provide Union’s understanding of the amount of uncontracted firm capacity
that exists on the Canadian portion of the Vector Pipeline into Dawn.

What is Union’s understanding of the total level of contractual commitment on
NEXUS that can be made without any physical reinforcement of the DTE and/or
Vector systems?

Please confirm that if NEXUS contracts with Vector for capacity to deliver to Dawn,
that a similar amount of capacity is unavailable for the Ontario market to contract on
Vector from Chicago. If not confirmed, please explain fully.
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vi.  Please confirm that with Union utilizing its capacity on the St. Clair to Dawn
facilities that a similar amount of capacity is unavailable for Ontario markets to
access. If not confirmed, please explain fully.

Response:

a)
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Peak Day Pipeline Capacity
Upstream Pipelines (PJ/D)
2015 2016 2017
Vector 1.6 1.6 1.9
Panhandle Pipelines -
Ojibway 0.2 0.2 0.2
TransCanada (Great Lakes) 2.0 2.0 2.0
Bluewater 0.3 0.3 0.3
Enbridge (Tecumseh
Storage) 2.7 2.7 2.7
St. Clair/Michcon 0.3 0.3 0.3

b) Daily Flow for each of the pipelines is provided in the following graphs:
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i) Given the publicly available information, it is Union’s understanding that approximately
500 Dth/d has been contracted by NEXUS.

i) The development of the Rover and NEXUS Pipelines along with other potential changes
on the Vector system will result in up to 0.3 PJ/d of incremental capacity into Dawn.

iii) Union does not know what un-contracted firm capacity on the Canadian portion of
Vector exists.

iv) Union does not know that level of contractual commitment.

v) Confirmed. However given the decontracting of parties on the Alliance/Vector path, if
shippers did not use the Vector path for NEXUS volumes, the un-contracted capacity
may not be used at all. Using the Vector and DTE paths to transport NEXUS volumes to
Dawn is an efficient use of existing infrastructure.

vi) Confirmed. Please see the response to v) above.
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UNION GAS LIMITED

Answer to Interrogatory from
Association of Power Producers of Ontario (“*APPrO”)

Reference: i) Exhibit A page 3
ii) Exhibit A page 33
il) Exhibit A page 28

Preamble: Union notes that the expected cost of entering into the proposed 15 year
transportation agreement is approximately $715 million. APPrO would like to
understand how Union is proposing to recover these costs.

a) In Reference i) Union indicates the costs associated with this transportation capacity will be
approximately $715 million. In Reference iii) Union indicates that the “transportation
capacity will be allocated based on a split of approximately 2/3 for Union South and 1/3 for
Union North.”. Other than the costs associated with Union providing the St. Clair to Dawn
portion of the service as noted in Reference ii), please indicate which customers in each of
Union South and Union North Union will be expected to pay for the balance of the costs
associated with the transportation service.

b) Please indicate which customers in Union North and Union South will be expected to pay for
any gas supply purchased for the related transportation capacity on the NEXUS Pipeline.

Response:

a) All transportation costs associated with the NEXUS capacity will be paid for by Union North
and Union South sales service customers only.

b) All gas supply purchased will paid for by Union North and Union South sales service
customers only.
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UNION GAS LIMITED

Answer to Interrogatory from
Association of Power Producers of Ontario (“*APPrO”)

Reference: 1) Exhibit A page 26

“Most power generation contracts are commercially structured based on their
price of natural gas at Dawn for a large portion of Ontario’s electricity
production capacity.”

il) Exhibit A page 13

“In summary, the resulting benefits of NEXUS are extensive, and will not only
apply to Union’s customers for which it is responsible to procure supply and
transportation, but to all natural gas market participants in Ontario including
Direct Purchase and Power Generation customers, and other LDCs.”

Preamble:  APPrO would like better understand Union’s purported benefits to other markets.
a) Please clarify what is meant by the statement in Reference i)

b) Please confirm that for most power generation in Ontario, the resulting savings from a
decline in the index price of gas at Dawn is passed on by generators and directly results in a
lower price of electricity in Ontario when gas is the marginal generation source and as such,
a lower price of gas does not benefit gas-fired power generation customers as implied in
Reference ii). If not confirmed, please explain.

Response:

a) Union’s understanding is that the Clean Energy supply contracts use the Dawn daily index
price as the reference price. It is Union’s experience that these customers prefer to secure
their gas supply at Dawn.

b) The APPrO statement in b) above is correct for electricity contracted with the IESO. In this
case the lower gas costs at Dawn will result in lower electric prices. NEXUS will also bring
other benefits for buyers of gas at Dawn, including benefits related to enhanced liquidity (i.e.
enhanced supply competition and price stability). For any output above the contracted
amount, Union’s understanding is that the lower priced natural gas input would benefit the
power generator.
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UNION GAS LIMITED

Answer to Interrogatory from
Association of Power Producers of Ontario (“*APPrO”)

Reference: i) Sussex Economic Advisors Evidence Exhibit A Schedule 3 pages 35-36

“As proposed, NEXUS provides a direct pipeline path between the Marcellus and
Utica supply basins and the Dawn Hub, allowing more supply to be delivered to
the Dawn Hub. NEXUS will not only increase the physical supply to the Dawn
Hub, but also increase the number of counterparties that are active at the Dawn
Hub (e.g., the NEXUS capacity holders that are natural gas producers). This
increase in natural gas supply and counterparties will increase the overall
liquidity of the Dawn Hub. In addition, the transportation capacity on NEXUS
that is contracted by the Ontario LDCs will be utilized to deliver physical natural
gas supply to the Dawn Hub to meet customer demand.”

Preamble: APPrO would like to better Sussex’s understanding of the NEXUS Pipeline.

a) Sussex’s indicates that there will be increased NEXUS producer counterparties that will be
active at Dawn. Please have Sussex provide:

iv.

A list of all shippers and their respective capacity commitments that have been made to
the NEXUS pipeline. If these are not all commencing as of November 2017, please
illustrate how these will be phased in over time. Please also note the sector that they
represent (e.g. LDCs, producers, marketers, etc.).

. Please provide Sussex’s understanding of the minimum aggregate transportation

commitments necessary for the NEXUS Pipeline to proceed to be developed.

Please provide Sussex’s understanding of the changes to the net physical pipeline
capacity into Dawn as a result of the NEXUS Pipeline.

Please provide Sussex’s understanding of the net increases to the physical gas supply
availability for sale to third parties at Dawn as a result of the NEXUS Pipeline.

b) Sussex indicates that there will be increased liquidity at Dawn as a result of the NEXUS
Pipeline. Please have Sussex provide the following:

A definition of liquidity

A description of how liquidity is quantified and measured.

Please provide a quantitative estimate of the level of current liquidity at Dawn and an
estimate of the liquidity after the NEXUS Pipeline has been completed. Please show how
these were derived.

To the extent that number of parties buying their gas at Dawn is a factor that increases
liquidity, please confirm that an increase in the volume of gas purchased at Dawn will
have a positive effect on liquidity. If not confirmed, please explain.
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Response:

The following response was prepared by Sussex Economic Advisors, LLC.

a)

1) With respect to project shippers on the NEXUS Gas Transmission Project (“NEXUS”), it
is the understanding of Sussex that NEXUS has executed precedent agreements with both
“market pull” entities (e.g. local distribution companies (“LDCs”)) and “supply push”
entities (e.g. natural gas producers). Sussex has summarized the publicly available
information regarding the capacity commitments on NEXUS, service commencement
dates, and sector description by shipper in the table below.

Capacity Service
Commitment  Commencement
NEXUS Project Shipper = Sector (Dth/day) Date Source
Union Gas Limited LDC 150,000 November 2017 Union Contract
Approval Filing for
NEXUS
Enbridge Gas LDC 110,000 November 2017 Enbridge Contract
Distribution Inc. Approval Filing for
NEXUS
DTE Gas Company LDC 75,000 November 2017 DTE Gas Contract
Approval Filing, Case
No. U-17691
DTE Electric Company EDC 75,000 November 2017 DTE Electric Contract
Approval Filing, Case
No. U-17680
Chesapeake Energy Producer | Not available November 2017 Draft Resource Report
Marketing Inc. 1 filed by NEXUS with
the FERC in June 2015
CNX Gas Company LLC | Producer | Not available November 2017 Draft Resource Report
1 filed by NEXUS with
the FERC in June 2015
Noble Energy Inc. Producer | Not available November 2017 Draft Resource Report
1 filed by NEXUS with
the FERC in June 2015

i) Sussex is not aware of the minimum aggregate capacity commitment level required for
the NEXUS Pipeline to be developed.



b)

Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.APPrO.5

Page 3 of 5

iii) It is the understanding of Sussex that NEXUS will utilize certain existing pipeline

i)

i)

capacity for delivery to the Dawn Hub. Sussex has not reviewed the facility filings or
application of the particular pipelines that will deliver NEXUS volumes to the Dawn
Hub, and, as such Sussex does not have the requested information. Please see Union’s
response to Exhibit B.T1.Union.APPrO.2 c) ii).

NEXUS will provide direct access to the Marcellus and Utica shale basin, thus
diversifying the physical gas supply available to the Dawn Hub. The addition of this gas
supply source (i.e. Marcellus and Utica basin) will provide more physical gas supply
options for third parties at Dawn. The volume of natural gas available to third parties as a
result of the NEXUS Pipeline will depend on the utilization of that gas supply by the
shippers, or replacement shippers, on NEXUS. For example, a natural gas producer with
a capacity contract on NEXUS may provide that gas supply to third parties.

In general, liquidity in reference to a natural gas pricing point or location refers to the
ability of counterparties to enter into transactions to buy and sell natural gas in a manner
that is efficient (i.e. available counterparties) and transparent (i.e. standard transactions
with minimal transaction costs).

While there are different measures for liquidity, certain metrics may include:

e Trade volume — the higher the volume traded the more liquidity

e Number of counterparties and diversity of parties (e.g. producers, LDCs, marketers
and end-users) — the more parties available to transact and the diversity of those parties
would provide more liquidity

¢ Price volatility — lower price volatility would suggest more liquidity

e Percent of days with a transaction — a higher number of days when a transaction has
occurred would suggest more liquidity

e Number of transactions per day — a great number of daily transactions or deals would
suggest more liquidity

Finally, in general, natural gas price locations that are a “hub” may have certain physical
facilities or other attributes that provide for a higher level of liquidity. These hub
attributes may include:

e Deliveries to/from multiple pipelines

e Access to various gas supply basins

e Access to natural gas storage facilities

e Access to downstream markets

The U.S. Energy Information Administration (“U.S. EIA”) has noted that market
centers/hubs offer certain key services: 1) transportation between and interconnections
with other pipelines, and 2) the physical coverage of short-term receipt/delivery balancing
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needs. The U.S. EIA further notes that many market centers “provide unique services
that help expedite and improve the natural gas transportation process overall”. New
sources of gas supply would only enhance the ability of a market center such as the Dawn
Hub to provide these services.

1ii) With respect to a quantitative metric for the current liquidity at the Dawn Hub, Sussex
provides the following information from Platts. Since 2003, Platts has grouped price
point locations in its monthly natural gas price survey into three tiers:
e Tier 1, points with traded volumes of at least 100,000 MMBtu/day and at least 10
trades;
e Tier 2, points with traded volumes of 25,000 to 99,999 MMBtu/day and at least five
trades; and
e Tier 3, points with traded volumes below 25,000 MMBtu/day and/or fewer than five
trades.

The following table is a summary of the Platts ranking for the Dawn Hub price index.

Dawn
Avg. Daily

Split-Year Volume Avg. No. of

(Nov-Oct) |(000 MMBtu) Deals Avg. Tier
2009/2010 594 110 1
2010/2011 624 123 1
2011/2012 509 97 1
2012/2013 662 105 1
2013/2014 395 92 1
2014/2015 420 113 1

As illustrated in the table above, the Dawn Hub price index has been, on average, a Tier 1
price index (i.e. the highest category for traded volumes and number of deals) over the
time period reviewed by Sussex.

For comparison purposes, a summary of the Platts ranking for Niagara is provided below.

Niagara
Avg. Daily

Split-Year Volume Avg. No. of

(Nov-Oct) |(000 MMBtu) Deals Avg. Tier
2009/2010 103 18 2
2010/2011 64 11 2
2011/2012 23 5 2
2012/2013 1 1 3
2013/2014 3 2 3
2014/2015 6 2 3




Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.APPrO.5

Page 5 of 5

As illustrated above, Niagara was, on average, a Tier 2 price index in 2009/2010,
2010/2011, and 2011/2012; and a Tier 3 price index in 2012/2013, 2013/2014, and
2014/2015.

With respect to a forecast estimate of liquidity once the NEXUS project is in service,
Sussex has not developed such an analysis. However, the gas supply from NEXUS
should provide support for volumes traded and average number of deals, such that the
Dawn Hub retains its Tier 1 ranking. Please see the response to Exhibit
B.T1.Union.LPMA.8 regarding the benefits of NEXUS to the Dawn Hub.

As discussed in the response to Exhibit B.T1.Union.APPrO.5 b) iii), the level of
transaction activity is one metric for assessing the liquidity at a pricing point. Therefore,
an increase in the number of transactions at Dawn should have a positive effect on
liquidity.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please provide a list of proceedings since the Guidelines were put in place in which Union and
EGD applied for pre-approval of long-term contracts, and for each case, whether the Board
approved or did not approve the request.

Response:

Please see the response at Exhibit B.Union.T1.Staff.2.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference: Tab 1

What percentage of the NEXUS pipeline’s total planned capacity do Union and EGD initial
commitment constitute? Please provide a list of shippers that have signed Precedent Agreements
for the project, in each case indicating whether they are an LDC, or producer (agent for
producer) the volumes, the receipt and delivery points. If there are confidentiality issues (for
non-LDC shippers only), shipper can be identified as A, B, C.

Response:

Please see the responses at Exhibit B.T4.Union.FRPO.21 and Exhibit B.T1.APPrO.5 a) i) for the
known information related to other NEXUS shippers.

Union is aware through the NEXUS FERC pre-filing that approximately 760,000 Dth/d will be
contracted to Dawn. Therefore, Union and Enbridge’s volumes make up approximately 35% of
the capacity to Dawn ((Enbridge 110,000 + Union 150,000) divided by 760,000 Dth/d).
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please provide copies of, or links to, the most recent annual and six-month reports of the publicly
listed parent companies of the two lead developers of the NEXUS pipeline, Spectra Inc. and
DTE Inc.

Response:

Annual and quarterly financial reports are made publically available through EDGAR on the
U.S. Securities and Exchange Commission website.

Spectra Energy Corp.
https://www.sec.gov/cgi-bin/browse-
edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0

DTE Energy Co.
https://www.sec.gov/cgi-bin/browse-
edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0



https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001373835&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0000936340&owner=exclude&count=40&hidefilings=0
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please provide the projected annual expenditures on the NEXUS project tolls (assuming equal
annual volumes purchased over the fifteen year contract term), and show that as a percentage of
the total projected pipeline tariffs paid by each utility over each of the years 2017, 2018, 2019,
2020, 2021.

Response:

Based on the $715 of total NEXUS project tolls, the annual cost for the NEXUS project tolls is
$47.7 million $US. This represents approximately 31% of Union’s 2017 total projected
transportation portfolio costs. At this point in time, Union does not have any planned changes to
the portfolio beyond 2017.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Given that Union is a wholly-owned subsidiary of Spectra, and that Spectra is one of the two
lead developers of NEXUS, is it not reasonable to believe that Union will ultimately contract for
capacity on NEXUS even if the Board does not pre-approve the cost consequences of the
contract?

Response:

Please see the response at Exhibit B.T1.Union.LPMA.3.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Union states that the Affiliate Relationship Code does not apply to the relationship between
Union Gas and NEXUS because NEXUS is a 50-50 Partnership between affiliates of Spectra
Inc. and DTE Inc., under which neither party has control.

Response:

No question.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

a) Please provide a copy of the joint venture agreement between Spectra and DTE Energy.
b) Please confirm that Spectra Inc. or its affiliates will operate the pipeline.
c) Please provide a copy of the operating agreement.

d) Please confirm that if Spectra is found to control the joint venture operation by contract or
otherwise, the joint venture would be an affiliate of Union even if each of Spectra and DTE
owned fifty percent of the common shares of the venture. Please discuss fully.

e) Please provide a status report on US pipelines that are in operation or in development to
transport gas from the Marcellus basin to the Canadian border.

Response:
a) Union is not party to the agreement.
b) Based on information available on the NEXUS Transmission website

(www.nexusgastransmission.com), it appears that Spectra Inc. will operate the NEXUS
pipeline.

c) Union is not party to the agreement.

d) Union and Nexus are not affiliated in accordance with Section 1(4) of the Business
Corporations Act (Ontario) which is the basis of the definition of “affiliate” adopted by the
OEB under the Affiliate Relationship Code.

e) Please see the chart below for announced projects bringing Marcellus and Utica gas to
Canada. The data is based on the ICF International report “Impact of Natural Gas Market
Trends on Utilization of the Union Gas Dawn Parkway System”, EB-2015-0200, Exhibit A,
Tab 5, Schedule 1, Exhibits 4-7, 4-8 and 4-9. Also, please see the responses at Exhibit
B.T1.Union.FRPO.1 and Exhibit B.T1.Union.APPrO.2 for the status of pipeline systems into
Ontario.
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Projects Bringing Marcellus and Utica Gas to Canada
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Do Union and EGD agree that Dawn is now a liquid hub, and will remain a liquid hub regardless
of whether either company contracts with NEXUS transmission? If not, please explain. Please
discuss fully.

Response:

Please see the response at Exhibit B.T1.Union.LPMA.1 a).
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Exhibit A, Tab 3, Schedule 2, Page 35

You state that "currently, Ontario LDCs do not have direct access to the Marcellus/Utica
supply”. How is this statement correct, in light of the fact, as stated by EGD at Exhibit A, Tab 3,
Schedule 1, Page 50: "Absent NEXUS, Enbridge's only natural gas supply from the Appalachian
basin will be purchased at Niagara™, that EGD currently (November 1, 2016) purchases gas from
the Marcellus basin and brings it directly to its service area (Parkdale/Consumers receipt point)
via the TCPL domestic line?

Response:
The reference in Union’s evidence is the Sussex Report at Exhibit A, Schedule 3, page 35.
The following response was prepared by Sussex Economic Advisors, LLC.

NEXUS will provide the Ontario LDCs with direct access (i.e., purchases) of natural gas
supplies within the Marcellus and Utica basin as NEXUS connects that basin to the Dawn Hub.
Stated differently, the purchases of natural gas supplies into NEXUS are within the Marcellus
and Utica basin and will reflect market conditions and prices within the basin. To provide
context, please see the following quote from Enbridge, as stated at Exhibit A, Tab 3, Schedule 1,
page 15: “NEXUS provides direct access to new natural gas supply from the Utica and Marcellus
shale formations. These supplies are not currently a component of Enbridge’s supply portfolio in
that Enbridge does not procure Utica or Marcellus gas from directly within the supply basin.”
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Ibid, Page 42

"Sussex reviewed the landed cost analysis prepared by the Ontario LDCs to verify
that: (1) the approach was reasonable and consistent with typical landed costs
approaches; (2) alternative options had been identified and modeled; and (3) the
decision process and analysis was documented.”

Please confirm that NEXUS did not do its own landed cost analysis of the options available to
the two utilities.

Response:

The reference in Union’s evidence is the Sussex Report at Exhibit A, Schedule 3, page 42.
The following response was prepared by Sussex Economic Advisors, LLC.

As the question is drafted, Sussex is not aware if NEXUS conducted its own landed cost

analysis. Assuming the question meant to refer to Sussex and not NEXUS, Sussex did not
complete its own landed cost analysis.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference: Ibid

You have provided information on pre-approval processes and recent decisions in four states in
the United States.

a) Are these the only four states that make provision for pre-approvals of long-term natural gas?

b) If not, what other states provide such pre-approval option? For each such state, please
provide references for legislation/PUC guidelines/recent decisions.

Response:
The reference in Union’s evidence is the Sussex Report at Exhibit A, Schedule 3, pages 54-58.
The following response was prepared by Sussex Economic Advisors, LLC.

a) The four states (i.e. Massachusetts, Connecticut, Florida, and North Carolina) reviewed by
Sussex in the Sussex Report were intended to be a representative, and not exhaustive, list of
other regulatory jurisdictions that have implemented processes regarding pre-approval of
pipeline capacity contracts.

b) As stated in the response to a) above, Sussex has not conducted an exhaustive search of the
pre-approval options in other states. However, as a result of recent project work Sussex is
aware of the pre-approval processes for pipeline capacity in New Hampshire and Maine,
which are summarized below.

New Hampshire

On June 26, 2015 in Docket Number DG-14-380, the staff of the New Hampshire Public
Utilities Commission and Liberty Utilities (i.e., EnergyNorth Natural Gas) submitted a
settlement recommending the approval of a precedent agreement between EnergyNorth and
Tennessee Gas Pipeline for a capacity contract on the Northeast Energy Direct Project.

To receive approval for the Precedent Agreement between EnergyNorth and Tennessee Gas
Pipeline, the New Hampshire Public Utilities Commission will need to determine if the
contract for pipeline capacity is prudent and in the public interest.
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To demonstrate that the precedent agreement with Tennessee Gas Pipeline is in the public
interest, EnergyNorth filed testimony summarizing the contract and demonstrating
EnergyNorth’s need for the capacity to replace existing capacity and to meet forecasted long-
term demand. In addition, EnergyNorth provided quantitative and qualitative analysis to
support the decision to enter into the precedent agreement.

Maine

On August 11, 2015 in Docket Number 2015-00063, the Maine Public Utilities Commission
(“ME PUC”) approved a settlement between Maine Natural Gas (“MNG”), the Maine Office
of the Public Advocate, and Northeast Energy Solutions with respect to a precedent
agreement between Maine Natural Gas and Algonquin Gas Transmission/Maritimes and
Northeast Pipeline for pipeline capacity on the proposed Atlantic Bridge Project. As
discussed in the MNG application for approval, the ME PUC is tasked with determining that
the decision of MNG to enter into the Atlantic Bridge precedent agreement is prudent and
“represents efficient operation of the utility and the utilization of sound management
practices.” To support this requirement, MNG filed testimony and other supporting materials
including the following:

A demonstration of the need to begin holding upstream pipeline capacity,

A summary of the key terms of the agreement,

A demonstration of the cost effectiveness of the proposed agreement, and

A qualitative discussion of the benefits of the project, including its consistency with
Maine Energy Policy.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference: Exhibit A, Schedule 1

BOMA is not clear on how Union has calculated the Reservation Rate that Union will pay to
the NEXUS pipeline over the term of the Agreement, what the components of that rates are,
which of those components are fixed for the duration of the contract, and which are subject to
adjustment by FERC as part of its approval of the pipeline.

b) At Exhibit A, Schedule 1, Page 61 (Statement of Negotiated Rates), NEXUS states that the

Final Estimated Reservation Rate for Union's contract shall be $0.77, "subject to further
adjustment as set forth herein and in the Restated Precedent Agreement dated May 28, 2015".
At Page 66 of 68 in a letter to Union dated May 28, 2015, NEXUS stated that the portion of
the Final Estimated Reservation Rate that is derived from the estimated capital costs
associated with the construction of the Project is US$0.635, and the $0.635 is the base number
to which the Capital Cost Tracking Adjustment is applicable. 1s BOMA's interpretation
correct? If not, please clarify.

Please list and explain each additional cost item that constitute the difference between the
$0.6325 and $0.77 numbers. Is either of the numbers subject to modification by FERC as part
of the initial approval process and decision, or at any other time during the fifteen year
contract term?

d) Please rationalize the $8.938 CDN/GJ number (Exhibit A, Page 40 of 54) which appears to be

Union's landed cost (commaodity plus transportation tariffs) from the project receipt point to
Dawn via the St. Clair pipeline with the $0.77 US. In other words, please provide an itemized
breakdown or buildup of the numbers, including the detailed assumption underlying each
component.

e) At Page 4, the Precedent Agreement states:

I. "The reservation rates payable by Customer for transportation service (as set forth in the
applicable Pipeline tariffs approved by the FERC, the "Reservation Rates™) will be set
and applied for on a commercially reasonable basis".

ii. Please explain what this statement means.

iii. Please reconcile this statement with the statements made elsewhere in the evidence that,
with the exception of the +15% change to that portion of the Reservation Rate determined
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by the capital cost of the project, the rate is fixed for fifteen years. Please explain fully,
including a "translation™ for Ontario readers of FERC terminology.

f) Please provide copies of FERC's prototype gas transmission FT tariff including its General
Terms and Conditions, and including a template FT service agreement. Please highlight any
differences between the FERC template agreement and the "illustrative™ form of
transportation service agreement provided in Exhibit A.

Response:

a) Union’s Reservation Rate on NEXUS is a negotiated fixed rate of $0.77 US/Dth for gas
delivered to the interconnect of Union and DTE at the International Border at St. Clair. The
Reservation Rate is is split into two components. The first is the greenfield rate from
Kensington (the origination point of the contract) to DTE’s facilities at Willow Run,

Michigan ($0.635 US/Dth) and the second, a rate to move gas from Willow Run to the
International Border ($0.135 US/Dth). The greenfield rate of $0.635 US/Dth is subject to a +/-
15% capital cost tracker which could result in a rate of between $0.67 to $0.87 US/Dth. The
$0.135 US/Dth rate is fixed and not subject to a capital cost tracker. Neither of these rates
would be subject to adjustment by FERC and the greenfield rate will be fixed for the term
once the cost tracker adjustment is set.

b) Correct. Please see the response to a) above.
c) Please see the response to a) above.
d) Please see the response at Exhibit B.T1.Union.SEC.12.

e) Although Union does have a negotiated rate (subject to the capital cost tracker), Union could
choose the FERC approved Reservation Rate once the project is complete and therefore
would want to ensure these rates are set and applied for on a commercially reasonable basis.
The expectation is that this rate would be higher and could also change over time therefore the
likelihood of Union choosing that option would be low.

f) Union’s understanding is that FERC does not have its own prototype gas transmission service
agreement. Instead, FERC’s regulations dictate what needs to be included in service
agreements filed by regulated companies and what these companies must do if they develop a
service agreement that does not conform to a previously approved standard agreement. While
similar to each other, FERC approves standard service agreements that are unique for each
company and these standard service agreements can evolve over time.
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UNION GAS LIMITED

Answer to Interrogatory from
Canadian Manufacturers and Exporters (“CME”)

Reference: Exhibit A

CME supports the rational development of new natural gas infrastructure in Ontario. Particularly,
CME believes that there is benefit in connecting Ontario to the Appalachian region of the United
States Northeast, which is a fast-growing production region of natural gas in North America.
That said CME wishes to better understand the need for pre-approval of the cost consequences of
the NEXUS long-term contract. In this regard, please answer the following questions:

a) CME understands that Union has previously requested pre-approval of long-term natural gas
supply and/or upstream transportation contracts from the Ontario Energy Board (“Board”).
Please identify all of the previous applications in which Union has sought pre-approval of the
cost consequences associated with a long-term natural gas supply and/or upstream
transportation contract.

b) For each of the previous applications in which pre-approval was sought, please confirm
whether the Board granted pre-approval.

c) Please identify all differences within this application, as compared to previous applications in
which pre-approval was denied by the Board, which would justify the Board granting pre-
approval in this case.

d) Is Union aware of the Board ever providing pre-approval of the cost consequences of a long-
term natural gas supply and/or upstream transportation contract to any Ontario distributor? If
yes, please identify the applications in which approval was granted.

Response:

Please see the response at Exhibit B.T1.Union.Staff.2.
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UNION GAS LIMITED

Answer to Interrogatory from
Canadian Manufacturers and Exporters (“CME”)

Reference: Exhibit A, page 4 of 54

Union has stated that without the assurance provided by contract pre-approval, Union will not
commit to the NEXUS contract. In its previous applications where it sought pre-approval, did
Union make a similar statement, namely that it would not commit to the contract if pre-approval
was not granted by the Board? If so, please identify the application(s) where it made such a
statement. If such a statement was made in any of the applications in which the Board denied
pre-approval, please confirm whether Union nevertheless entered into those particular long-term
natural gas supply and/or transportation contracts regardless of the fact that it did not receive pre-
approval.

Response:

As detailed in Exhibit B.T1.Union.Staff.2, Union applied for pre approval of the cost
consequences of long term contracts in two prior proceedings.

1) In the first (EB-2010-0300), Union requested pre-approval related to a 10 year firm contract
with TCPL for 21,101 GJ/d of transportation from Niagara to Kirkwall starting November 1,
2012.

Union, when asked in the hearing whether they would proceed without pre-approval, Union
indicated “At this time, no.” (EB-2010-0300/EB-2010-0333 Transcript from January 20,
2011, Volume 1, page 111, lines 5-10).

The Board determined that the applied for contracts did not qualify for pre-approval of the
cost consequences as the contracts were not required to support significant greenfield
infrastructure builds. The Board noted that the Applicants were not able to confirm that
estimated facilities costs would result in the construction of new natural gas infrastructure as
opposed to creating new capacity and/or services on existing natural gas infrastructure.

In their Decision issued January 27, 2011, however, the Board went on to note:

“In so doing, the Board is in no way suggesting that the proposed contracts are not prudent,
or that costs recovery should in any degree be limited or precluded. That is an issue that a
subsequent panel may have to decide upon if the utilities proceed with these or analogous
long term contracts for access to Marcellus or any other gas supplies. The Applicants should
take some comfort in the Board’s decision in EB-RP-2001-0032 which established that in
making a finding of prudence the Board should not apply hindsight, but rather should be
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guided by what utility management knew, or can reasonably be considered to have known at
the time of contracting. Much of Union’s reply argument is directed to advancing the reasons
why it considers the proposed contract desirable. These reasons may well be relevant in a
subsequent prudence review.”

Union had bid into the open season to bring diversity, to access the Marcellus basin and to
support the infrastructure required by TransCanada. Union determined that the contract
volume could be absorbed into the Union South portfolio and still allow enough flexibility in
the portfolio to manage around it. Based on this, and upon review of the Board’s decision and
reasons, Union did ultimately proceed with the Niagara contract for 21,101 GJ/d from Niagara
to Kirkwall.

2) In the second request (EB-2013-0074, Brantford-Kirkwall/ Parkway E Compressor
Application), Union requested pre-approval of the cost consequences of two long term short
haul firm TransCanada transportation contracts from Union Parkway Belt to the NDA and
EDA, respectively. The total of the contracts was 110,000 GJ/d commencing November 1,
2015 for a term of 10 years.

Union made no statement about whether it would proceed with the contracts without pre-
approval of the cost consequences, but did state that it would not proceed with the Parkway
Projects without pre-approval to recover the cost consequences or reasonable assurances that
it will receive approval to recover the cost consequences. The bids and PA’s with TCPL did
not allow for conditions, so once signed, Union was committed to proceed.

In its Decision issued January 30, 2014, the Board approved the overall project components
but did not grant the requested pre-approval of the cost consequences of the two long term
contracts with TCPL, as there were no contracts in place.

The Board commented on the benefits of supply diversity of one of the project in the Decision
at page 29 and 30:

“Furthermore, Ontario gas consumers will obtain additional certainty through this
project concerning their access to alternative supply sources. The project will provide
access to more supply and to more sources of supply while retaining market access to
existing WCSB supplies. That is a clear benefit to Ontario consumers, and is a positive
element in relation to the economic viability of the project. Supply diversity enhances
security and has the tendency to lower gas prices from what they would otherwise be if
the market continued to rely on fewer sources of supply.”(p. 29)

“Even if gas cost savings do not materialize, the project is justified on the grounds of
enhanced security and diversity of gas supply, and the contribution that the project will
make to enhance a competitive natural gas market in Ontario through increased liquidity
at Dawn.”(p. 30)
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Regarding the contract pre approval request, the Board stated:

“Board will not grant the requested pre-approval of the cost consequences of the two
long-term contracts with TransCanada.

The Guidelines specify that pre-approval of the cost consequences of long-term contracts
should be limited to those contracts that support the development of new natural gas
infrastructure. Although the proposed contracts are related to the new infrastructure
proposals, no contract has yet been put in place, nor is there any precedent agreement.
The Board has difficulty with the concept of approving the cost consequences of a
contract which does not yet exist. How can the Board consider the cost consequences of
these proposed contracts when the Board does not know what those costs may be? Union
maintained that all the key factors are known, including anticipated tolls. However, in
the absence of actual agreements, or even precedent agreements, that information
remains highly uncertain. It would be contrary to the public interest to make a decision
that is based on an absence, or paucity, of evidence. In addition, there was no cogent
evidence to show that the requested approval was crucial to the project.” (p.32)

Given the approval of the overall Parkway Projects by the Board and the supporting reasons of
that decision, Union proceeded with these related contracts.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:

Preamble:

EB-2015-0175 Exhibit A, Tab 2, Schedule 1, Appendix A

Enbridge Gas Distribution Inc. provides tables at Appendix A showing the

information requested in Part I, 11, 111, 1V, V and VI of the Filing Guidelines and
the corresponding references in Enbridge’s evidence where the information can be

found.

Please provide a similar Table for Union.

Response:

Part | — Identification of Applicant

File No. EB-2015-0166
Application, paragraphs 1-13

Part Il — Needs, Costs and Benefits

2.1 A description of the proposed project that
includes needs, costs, benefits (such as this
project improves the security of supply and
diversity of supply resources and timelines).

2.2 An assessment of the landed costs (supply
costs and transportation costs including fuel
costs) for the newly contracted capacity and/or
natural gas supply compared to the landed
costs of the possible alternatives.

2.1 - Exhibit A, Part 4 The Need for the
NEXUS Project, pp 18-25.

Exhibit A, Part 5 Benefits of the NEXUS
Project, pp. 26-41.

2.2 - Exhibit A, Part 5, pp. 38-41.
Exhibit A, Schedule 4 and Schedule 5.

Part 111 — Contract Diversity

3.1 A description of all the relevant contract
parameters such as transportation/supply
provider, contract length, conditions of service,
price, volume and receipt and delivery points.

3.2 An assessment of how the contract fits into
the applicant’s overall transportation and
natural gas supply portfolio in terms of
contract length, volume and services.

3.1 - Exhibit A, Part 6 The NEXUS
Agreement, pp. 42-45.

3.2 - Exhibit A, Part 4 The Need for the
NEXUS Project, pp 18-25.
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Part IV — Risk Assessment

4.1 ldentification of all the risks (such as
forecasting risks, construction and operational
risks, commercial risk and regulatory risk) and
plans on how these risks are to be minimized
and allocated between ratepayers, parties to the
contract and/or the applicant’s shareholders.

4.1 - Exhibit A, Part 7 Risk Mitigation of the
NEXUS Agreement, pp. 46-52.

Part V — Other Considerations

5.1 A description of the relationship and other
conditions, rights or obligations between the
parties to the contract and applicant’s parent
company and/or affiliates.

5.2 An assessment of retail competition
impacts and potential impacts on existing
transportation pipeline facilities in the market
(in terms of Ontario customers).

5.1 - Exhibit A, Part 6 The NEXUS
Agreement, Union Relationship with Project
Proponents, p. 45.

5.2 - Exhibit A, Part 4 The Need for the
NEXUS Project, pp. 18-25.

Exhibit A, Part 5 Benefits of the NEXUS
Project, pp. 26-41.

Part VI — Contract

6.1 The contract for which the utility is seeking
pre-approval for is filed in this application. The
utility may request confidential treatment of its
contract in accordance with the Ontario Energy
Board’s Practice on Confidential Filings.

6.1 - Exhibit A, Schedule 1.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 3

Please provide the conversion rate of Dth/d to GJ/d.

Response:

The conversion from Dth/d to GJ/d is 1.055056 (e.g. 150,000 Dth/d = 158,258 GJ/day).
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, page 4

Preamble: Union says that if it wasn’t able to sign on as an anchor shipper “there is a
significant risk that producers, who are also anchor shippers on the NEXUS
project, may interpret Union’s action as a lack of endorsement of Dawn as an
important market hub and an indication of a weak market for their supplies at
Dawn.” It then says that this might result in NEXUS failing to proceed as
planned.

a) Does Union have any support for this statement? How many other companies are interested in
the NEXUS project?

b) Is Union integral to the project going ahead?

Response:

a) A list of shippers on the NEXUS pipeline is included at Exhibit B.T1.Union.APPrO.5. Three
of the listed shippers are producers, or represent producers. They are Chesapeake Energy
Marketing Inc., CNX Gas Company LLC and Noble Energy Inc. None of these producers
have extensive experience with the Dawn market however all are making significant financial
commitments to secure transportation capacity to access the Michigan and/or Dawn markets.

Union has discussed the Ontario and Québec markets with these shippers explaining the shift
of natural gas supply and transportation from Western Canada and Empress to Dawn and the
significant investment in expansion of the take away capacity from Dawn to growing eastern
markets. These shippers are aware of Union’s commitments to the NEXUS pipeline as an
anchor shipper and Union’s belief that these recent market developments create an
opportunity for new supply at Dawn from Marcellus and Utica production to meet a portion of
Ontario and Québec natural gas demand.

Many of the Marcellus and Utica producers are cautious with respect to entering new markets
such as Dawn, despite the fact that Dawn is the second most physically traded hub in North
America. Many producers without affiliated Canadian entities or significant Canadian
business (such as in the Western Canada Supply Basin) have also taken a cautious approach to
doing business or initiating business in Canada. Union has worked closely with Marcellus and
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Utica producers (including the NEXUS shippers) to facilitate their understanding of the Dawn
market and the requirements of doing business in Canada. If Union did not remain an anchor
shipper then this would undoubtedly be viewed as a negative signal and a lack of
endorsement.

Union also notes that transportation capacity contracted by Union and Enbridge on the
NEXUS pipeline to Dawn represents approximately 273 TJ/d out of a total of approximately
800 TJ/d (one-third). Union does not know how many other companies have expressed an
interest to the project proponents of the NEXUS pipeline however Union expects that all or
nearly all of the remaining transportation capacity to Dawn would be contracted by producers
or marketers on behalf of producers. If Union and Enbridge did not contract, the remaining
shippers would be left to carry more of the cost of service of the pipeline, which would result
in higher tolls, unless other parties contracted for the Union and Enbridge capacity. This
negative economic pressure creates a challenge for the NEXUS pipeline, the remaining
shippers, including anchor shippers, and the markets to which the NEXUS pipeline would
serve. These economic pressures (i.e. higher rates) could have a negative impact on the
development of NEXUS.

b) Please see the response at Exhibit B.T1.Union.Staff.5.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Pages 8-9
a) Please discuss the WCSB production levels between 2014 and 2035.

b) Please extend Figure 2-2 to include the years 2015-2035.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

a) Please refer to Figure 3.6 at Exhibit A, Schedule 3, page 20, which provides historical and
forecasted WCSB production levels from 2000 to 2035 obtained from the National Energy
Board of Canada. Sussex has provided a detailed discussion of the WCSB including
production levels on Exhibit A, Schedule 3, pages 15-21.

b) Please note that Figure 2-2 at Exhibit A, pages 8-9 also appears at Figure 3.8 at Exhibit A,
Schedule 3, page 22. This figure was intended to illustrate a comparison of the historical
natural gas production from the WCSB and Appalachian basins. Please refer to Figure 3.4 at
Exhibit A, Schedule 3, page 18 and Figure 3.6 at Exhibit A, Schedule 3, page 20 for the
forecasted natural gas production from the WCSB through 2035, and Figure 3.14 at Exhibit
A, Schedule 3, page 31 for the forecasted Appalachian natural gas production through 2040.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 11, lines 1-7

Please provide the specific analysis/calculation to demonstrate that WCSB supplies are
becoming less economic over time.

Response:

There has been a general movement since 2006 of parties shifting from long haul (Empress
based supply) to short haul (Dawn/Niagara supply). The desire to continue the shift from long
haul to short haul was one of the drivers behind the TransCanada Settlement Agreement.

Union has consistently used landed cost analyses to evaluate various upstream pipeline options.
Landed cost combines the impact of commodity costs and cost of transportation to Ontario and is
a means of determining the economics of supply sources relative to one another (i.e. evaluating
options and alternatives). Although the landed costs change from year to year, the two paths that
continually produce the highest landed cost to Union are the Alliance and TransCanada long haul
paths accessing WCSB supplies.

Please see Table 1 for landed cost comparison details.
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Table 1

1 Year Dawn Landed Cost Comparisons
From Deferral Evidence 2010 and 2014
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=
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$4.20 -
$4.00 -
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Source: EB-2012-0087 - 2011 Deferrals Disposition, EB-2015-0010 — 2014 Deferrals
Disposition

As can be seen in the chart above, in the 2010-2011 time period the landed cost of the
Alliance/Vector and TransCanada paths from the WCSB were approximately 6% to 7% higher
priced when compared to the other basins and paths that Union uses in the landed costs analysis.
When you move ahead to 2014/2015, the premium has more than doubled to between 14% to
20%.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 11

Preamble: Union states the NEXUS capacity will replace an Alliance Pipelines contract for
Union South customers, and TransCanada long-haul transportation contracts
serving Union North and South.

a) Please discuss any cost implications of replacing these contracts.

b) How will these costs be allocated and recovered?

Response:

a) As shown on Exhibit A, page 41, based on the landed costs analysis, Union expects that
replacing the Alliance and TransCanada long haul contracts with NEXUS capacity will save
Union’s sales service customers over $700 million in costs over the term of the agreement.
There is no cost to terminate the Alliance/Vector contracts.

b) Please see the response at Exhibit B.T1.Union.APPrO.3.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 11

Please provide the specific details of the changes to Union’s contracted capacity that were
contemplated and approved in the TransCanada Settlement Agreement RH-001-2014.

Response:

The NEB approval of RH-001-2014 (TransCanada Settlement Agreement), was an approval of a
change in TransCanada’s framework that allows them a reasonable opportunity to earn a return
on their capital, and provides TransCanada a framework that allows them to facilitate a
conversion of long haul contracts from Empress to short haul contracts from Dawn. The NEB
was not asked nor do they have authority to approve Union’s gas supply arrangements.

All the changes to Union’s gas supply contracts were identified in the 2015-2016 Dawn Parkway
Project applications, and in the 2014 and 2015 Gas Supply Memorandum presentations.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 13

Preamble: Union indicates it has started working on gas supply arrangements with producers
in the Appalachian shale region.

Please provide the details on the scope and outcome of the Expression of Interest and subsequent
Request for Proposal (RFP) processes.

Response:

Union had provided a request for a non-binding Expression of Interest (EOI) to source up to
50,000 Dth/d at Kensington (the receipt point of the NEXUS contract) commencing in
November 2017. Union received 26 different proposals from 13 parties that responded. Union
subsequently went out with a binding supply RFP to the parties that responded to the EOI and
Union is currently evaluating the responses received.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 14

a) Please discuss how the potential reinforcement work and cost to the DTE and Vector facilities
fits into this application.

b) Please provide the proposed scope of work and associated costs in Ontario related to new
pipeline infrastructure and other facilities to allow the use of St. Clair to Dawn facilities.

Response:

a) The re-enforcement work on Vector and/or DTE (if any) is not part of this application. Please
see the response at Exhibit B.T1.Union.LPMA.2 c) i) and Exhibit B.T1.Union.APPrO.2.

b) There will be no new pipeline infrastructure required in Ontario to allow the use of St. Clair to
Dawn capacity for the Union NEXUS volumes.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 21

Please discuss the timing of when the supplies arriving from the traditional western sources are
expected to decline.

Response:

The supplies that have been arriving from traditional western sources have been declining since
2006. Please see the Sussex Report, Exhibit A, Schedule 3, Figure 3.3, page 17.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Please provide the landed costs of the status quo.

Response:

The landed costs for all paths in Union’s current upstream transportation portfolio are included in
Exhibit A, Schedule 5.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 24

Please provide the contracted volumes required to obtain a Most Favored Nations (MFN) clause
for shippers on Rover.

Response:

To obtain a Most Favored Nations (MFN) clause on the Rover Pipeline, a shipper must commit
to a minimum of 500,000 Dth/d for a term of 15 years. The minimum volume required to obtain
anchor shipper status, which on NEXUS provided for MFN as well, is 150,000 Dth/d.



Filed: 2015-08-25

EB-2015-0166/

EB-2015-0175

Exhibit B.T1.Union.Energy Probe.13

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 38

Please summarize the types of assumptions that can change over time and impact the landed cost
analysis.

Response:

Landed cost assumptions that can change over time include basis differentials, forecasted
commodity prices, transportation tolls (where transportation tolls are not fixed), commodity
charges, fuel ratios, and foreign exchange rates. Given assumptions can change on all supply
paths, Union mitigates this by maintaining diversity of path and supplier. Union notes that in the
case of NEXUS, transportation tolls are fixed over the term of the contract.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 42

Please summarize the key changes in the amended and restated Precedent Agreement (PA) as of
May 28, 2015 compared to the PA as of August 11, 2014.

Response:

Change

Notes

NEXUS Project capacity size

Project capacity increased from 1 Bcf to 1.5 Bcf.

Removal of Phase 1

Includes removal of all references, conditions
precedent, etc. for Phase 1. For more information,
see Exhibit A, page 39.

Delivery point change from Dawn to St. Clair

Removal of reference to any Canadian portion of
the path and related NEB approvals. For more
information, see Exhibit A, page 15.

Inclusion of negotiated rate and greenfield
portion of rate

The original PA included rate ranges of $0.63
US/Dth - $0.78 US/Dth for the U.S. service, and
$0.04 CDN/Dth - $0.06 CDN/Dth for the
Canadian service assuming the existence of Phase
1.

The restated PA now includes the negotiated rate
of $0.77 US/Dth and the breakdown of $0.635
US/Dth for the greenfield portion of the path.

Updated capital cost estimate

Capital cost estimate was updated from $1.625
billion to $2.019 billion.

Clarification of capital cost tracker

For the avoidance of doubt, further wording
included to ensure that the capital cost tracker will
be capped at +/- 15% of the greenfield portion of
the rate.

Inclusion of withholding tax clause

Union shall make reasonable efforts to minimize
or eliminate withholding of taxes for any pre-
service costs.

Various minor changes

These were minor changes that did not have a
material difference on the terms of the agreement.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 43

a) Please provide Union’s analysis of the capital cost tracker adjustment amounts commonly
used in the past with U.S. pipelines.

b) Please discuss if the capital cost tracker adjustment amount was negotiable.

c) Please explain how the capital cost tracker adjustment amount of 15% was determined.

Response:

A cost tracker is a mechanism (common in the U.S.) utilized in commercial precedent
agreements. It is used with negotiated fixed rates to mitigate/share the risk of increases or
decreases in capital costs between initial estimations and actual costs.

a) Union is aware of pipeline expansion projects that included capital cost tracker adjustments or
a similar mechanism (such as, a rate cap or a greenfield pipeline). Union is not aware of
specific adjustments for those projects as the specifics of these transactions are confidential.

b) The capital cost tracker is one component of the overall comprehensive agreement and was
part of the overall negotiation. The 15% tracker amount was presented to Union and was
considered to be reasonable and acceptable as part of that overall PA.

c) Please see the response to b) above.



Filed: 2015-08-25

EB-2015-0166/

EB-2015-0175

Exhibit B.T1.Union.Energy Probe.16

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 45

Please provide the pricing for other anchor shippers on the project.

Response:

Please see the response at Exhibit B.T4.Union.FRPO.21.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Schedule 6, Page 1

Please reproduce paragraph 2 with 2014 data.

Response:

As per EB-2015-0200, 2017 Dawn to Parkway Project, Exhibit A, Tab 4, page 1, Union serves
approximately 1.4 million customers in northern, eastern and southern Ontario through an
integrated network of over 69,000 kilometres of natural gas pipelines. Union owns storage and
transmission assets that include 157 Bcf of underground natural gas storage at the Dawn Hub as
well as the Dawn Parkway System, which connects the Dawn Hub to consuming markets in
Ontario, Québec and the U.S. Northeast. Throughput serving Union’s in-franchise customers
during 2014 was over 521 Bcf. Throughput serving Union’s ex-franchise storage and
transmission customers during 2014 was 695 Bcf. In total, Union transported over 1.2 Tcf of
natural gas in 2014, which is slightly greater than all of the natural gas consumed in Ontario and
Québec or approximately 4% of North American demand.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 9, lines 4-6

Preamble: “Ontario is very fortunate to be in close proximity to this supply basin, and yet
Ontario does not currently have access to a direct pipeline route from this basin to
Dawn.

Please provide a map showing the natural gas pipelines that currently connect with Southern and
Eastern Ontario at locations other than Dawn.

a) Please identify the name of the pipeline and the capacity into Ontario

Response:

Please see the map provided below.
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a) In 2014, pipelines with combined capacity to import approximately 0.4 PJ/d of natural
gas into Ontario at Niagara respectively were Tennessee Gas Pipeline and National Fuel
Gas. These pipelines connect to TransCanada at Niagara through the jointly owned
Niagara Spur Line (Tennessee Gas Pipeline, National Fuel Gas, and Dominion
Transmission). By 2017, an additional 1 PJ/d of incremental import capacity may be
available through Niagara and Chippawa (into Ontario via TransCanada). Please see the
response at Exhibit B.T2.Union.Staff.17.

In addition, Iroquois Gas Transmission proposed up to 0.3 PJ/d of import capacity at
Waddington (into Ontario via TransCanada) however no public announcement regarding
the results of that open season has been made.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 10, lines 4-6

Preamble: “Without access to the abundant and affordable supplies in the Utica and Marcellus
shale basins, gas prices at Dawn, and therefore energy prices in Ontario, would be
disconnected from the continent-wide lower costs resulting from these emerging
supplies. In other words, the cost of energy in Ontario would not benefit from the
moderating effect of the low-priced natural gas in the Appalachian Basin available to
neighbouring areas.”

Please provide quantitative evidence that demonstrates that with existing infrastructure, Dawn is
disconnected and not currently benefiting from the lower prices available to neighbouring areas.

Response:

In looking at the relative pricing that has been experienced over the period 2013/2014 and
2014/2015 the difference between the Dominion South Point price, and that of Dawn can be seen
in the graph below. The Dominion South Point prices, for example, have been much lower and
more stable than those at other points including Dawn due to its access to Marcellus/Utica
supply. This shows how added connections to this area can only increase Ontario’s access to this
stable and reasonably priced supply which will only add stability to the prices at Dawn.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 21, Figure 4-2

Please graph the percentage of annual gas received on to the Union Gas south transmission
system at the various receipt points (Ojibway, St. Clair, Dawn, Kirkwall and Parkway) at five
year intervals culminating in 2017 with proposed Nexus volumes added.

Response:

Please see the graph below.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 24, lines 14-18

Please provide a map showing the pipeline route of Rover including the pipelines that connect at
the receipt and delivery points.

a) Please provide the standard toll offered.

b) Please provide the volumes threshold required to access the MFN tolls and the reduction
associated with this class of shippers.

Response:

Please see Attachment 1 for a map of the Rover pipeline route (source:
www.roverpipelinefacts.com, accessed August, 2015).

a) Rover has indicated that the negotiated rate would be $0.80 US/Dth, while the recourse rate
would be higher. Note that the amount above is based on an indicative rate for Rover. The
amount does not contemplate potential increases arising from factors such as capital cost
overruns or pipeline undersubscriptions.

b) Rover required a minimum commitment of 500,000 Dth/d to be granted a Most Favored
Nations (MFN) clause. Union is not aware of the toll reduction on Rover if granted MFN
clause.


http://www.roverpipelinefacts.com/
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 24, lines 14-18

To the extent that NEXUS and Rover are competing projects, should the Board take actions that
benefit one project over another?

Response:

The Board is not being asked to take actions that would benefit one project over another. If an
entity chose to seek pre-approval of the cost consequences of a Rover contract, the Board should
evaluate that request on its own merits as it should for this request. Union is not aware that there
are any end users who have contracted for capacity on Rover to come to Ontario.

As is noted in the response to Exhibit B.T1.Union.Energy Probe.15, since there is significant
lead time required on projects of this size and magnitude, it is necessary to enter and commit to
capacity early in the process to ensure such projects can be delivered on time.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 24, lines 14-18

To the extent that it would be positive for Ontario for both the NEXUS and Rover projects to be
completed, as Union suggests, does Union agree that it would be beneficial to Ontario for Union
Gas to contract for some amount of capacity in each of the two projects?

Response:
Union does not agree.

The Rover project has not required the commitment of Union and Enbridge to move forward. It
has reached the necessary threshold to proceed with producer support only.

Union was not aware of Rover until the project was announced in June 2014. Union and
Enbridge first committed to NEXUS in 2012 when they entered the open season. As well, Union
was in continuous discussions with NEXUS working toward a binding precedent agreement
throughout 2013 and early 2014 and was in the final stages of negotiations, when Rover was
announced.

At the time Rover discussed their project with Union, the project already had sufficient
commitment from suppliers to move forward. Union did not see any significant benefit to the
Rover project and, in fact, the minimum contract term was longer (20 years) and the MFN
threshold was much higher as noted in the response at Exhibit B.T1.Union.FRPO.4 b).

The Rover project required substantially more greenfield pipeline capacity to be built in order to
get to Dawn. NEXUS planned to use existing infrastructure on DTE, Vector and Union. Also,
the Rover capital cost was over double that of NEXUS. As a result of these factors, Union chose
to retain its volumes on the NEXUS project as it meets the needs of its customers and would
provide the best chance for success. Had Union split volumes between the projects, this may
have put the NEXUS project at risk. Please see the responses at Exhibit B.T1.Union.Staff.1,
Exhibit B.T1.Union.Staff.5, and Exhibit B.T2.Union.FRPO.15. Supporting NEXUS gas
deliveries to Dawn provides some balance in the Ontario supply from the Marcellus/Utica
between Dawn and Niagara.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 28, lines 11-14

Preamble: The NEXUS transportation capacity is intended to service customers in Union
North and Union South, and will be allocated based on a split of approximately
2/3 for Union South and 1/3 for Union North.

What are the actual quantities of NEXUS capacity that will be allocated to the Union EDA,
Union NDA, and Union NCDA delivery areas?

Response:

As per Union’s recent EB-2015-0181, Dawn Reference Price application, Union is proposing to
merge the Union NDA, Union EDA, and Union NCDA into a “North East Zone” for rate-making
purposes. Approximately 1/3 (or 52,753 GJ/d) of the NEXUS transportation capacity will be
allocated to this zone.

For a map of Union’s proposed zones, please see the response at Exhibit B.T2.Union.Energy
Probe.18.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 28, lines 11-14

Preamble: The NEXUS transportation capacity is intended to service customers in Union
North and Union South, and will be allocated based on a split of approximately
2/3 for Union South and 1/3 for Union North.

For each year over the 15-year term of the NEXUS contract, what is the additional transportation
cost to deliver the gas from Dawn to each of the Union North delivery areas that will be allocated
NEXUS capacity?

Response:

Once the TransCanada facilities associated with the 2015 to 2017 new capacity open seasons
within the Parkway to Maple corridor are in-service, Union plans to serve a portion of Union
North demand with supply from Dawn whether or not the NEXUS contract is executed. As
such, the Dawn Parkway System and TransCanada transportation costs required to serve Union
North from Dawn are not a result of the NEXUS contract.

More detail of how these changes will impact customer rates and services can be found in

Union’s EB-2015-0181, Dawn Reference Price and North T-Service application. In this

application Union proposed:

i) new Union North West and Union North East Zones to set gas commodity, storage and
transportation rates;

i) changes to the reference price used to set rates as determined in Union’s quarterly rate filing
to better reflect where Union will be purchasing gas supply in the future; and

iii) changes to the recovery of upstream transportation compressor fuel costs in rates for Union
North sales service and bundled direct purchase customers.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 28, lines 11-14

Preamble: The NEXUS transportation capacity is intended to service customers in Union
North and Union South, and will be allocated based on a split of approximately
2/3 for Union South and 1/3 for Union North.

Please provide the January 2015 landed cost analysis shown in Schedule 5 for each of the Union
North delivery areas that will be allocated NEXUS capacity.

Response:

Union’s landed costs analysis in January 2015 was not performed separately for the North
Delivery Areas as Union had already committed to source a large portion of their supply at
Dawn, regardless of NEXUS. The landed costs analysis compares the alternatives of
transporting gas to Dawn or purchasing gas at Dawn, not in the North delivery areas.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, Schedule 5 and EB-2014-0261, Exhibit B.OGVG_FRPO_CME.9(e)

Preamble: In the EB-2014-0261 proceeding, Union stated that “When evaluating options for
new transportation services Union considers all of its guiding principles including
the impacts of the delivery point on Union’s facilities.”

Please explain how Union included the impact of the delivery point on Union’s facilities when
comparing the TCPL Niagara to Kirkwall route, with delivery at Kirkwall, to the NEXUS/St.
Clair route, with delivery at Dawn, in its landed cost analysis.

Response:
The following references provide a response to the question above:

e Please see the responses at Exhibit B.T2.Union.Staff.17 and Exhibit
B.T2.Union.BOMA.29 demonstrating the balance of Appalachian gas to be delivered at
Dawn and Niagara.

e Please see the response at Exhibit B.T1.Union.LPMA.1 where Union describes the
importance of maintaining liquidity at the Dawn Hub and the importance of Union’s
contracting in supporting the NEXUS project.

e Please see the response at Exhibit B.T3.Union.BOMA.35 for a description of the security
and reliability of the Dawn Hub.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, Schedule 5 and EB-2014-0261, Exhibit B.OGVG_FRPO_CME.9(e)

Preamble: In the EB-2014-0261 proceeding, Union stated that “When evaluating options for
new transportation services Union considers all of its guiding principles including
the impacts of the delivery point on Union’s facilities.”

If an incremental gas supply resource is added for Union South, will the requirement for
additional Dawn-Parkway transmission system facilities be less if the new supply is delivered at
Kirkwall instead of Dawn?

Response:

The impact on the Dawn Parkway System of shifting supply from Dawn to Kirkwall in the
2017/2018 peak day analysis is dependent upon the amount of supply delivered at Kirkwall from
the TransCanada system.

If 158,258 GJ/d (as referenced in Exhibit B.T4.Union.FRPO.18) was shifted from Dawn delivery
to Kirkwall delivery (and transported to Parkway) in the 2017/2018 peak day analysis, 63,954
GJ/d of Dawn to Parkway capacity could also be transported without impacting the capacity
shortfall of the Dawn Parkway System.

A switch of 158,258 GJ/d of supply from Dawn to Kirkwall would not affect the facility set
being proposed in the 2017 Dawn to Parkway Project (EB-2015-0200). If one of the three
compressors (Bright C or Lobo D) was removed from the proposed 2017 Dawn Parkway Project,
the capacity shortfall of the Dawn Parkway System would be approximately 244,000 GJ/d in
winter 2017/2018. This large shortfall on the Dawn Parkway System would not be manageable
through contracted services. Therefore, in this scenario, all compression proposed in the 2017
Dawn Parkway Project is required.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, Schedule 5 and EB-2014-0261, Exhibit B.OGVG_FRPO_CME.9(e)

Preamble: In the EB-2014-0261 proceeding, Union stated that “When evaluating options for
new transportation services Union considers all of its guiding principles including
the impacts of the delivery point on Union’s facilities.”

What is the projected 100% load factor Union firm transportation charge from Dawn to Parkway
for 2018 (demand rate and fuel)?

Response:

The projected 100% load factor Union firm transportation demand charge from Dawn to
Parkway for 2018 is $0.121/GJ/d as filed in EB-2015-0200, 2017 Dawn Parkway Project. This
rate includes the Parkway West, Parkway D Compressor/Brantford to Kirkwall, 2016 Dawn to
Parkway Expansion and 2017 Dawn Parkway Project. The estimated 100% load factor Union
firm transportation fuel charge from Dawn to Parkway for 2018 is approximately $0.040/GJ to
$0.045/GJ.
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Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, Schedule 5 and EB-2014-0261, Exhibit B.OGVG_FRPO_CME.9(e)

Preamble: In the EB-2014-0261 proceeding, Union stated that “When evaluating options for
new transportation services Union considers all of its guiding principles including
the impacts of the delivery point on Union’s facilities.”

What is the projected 100% load factor Union firm transportation charge firm Kirkwall to
Parkway for 2018 (demand rate and fuel)?

Response:

The projected 100% load factor Union firm transportation demand charge from Kirkwall to
Parkway for 2018 is $0.018/GJ/day as filed in EB-2015-0200, 2017 Dawn Parkway Project.
This rate includes the Parkway West, Parkway D Compressor/Brantford to Kirkwall, 2016 Dawn
to Parkway Expansion and 2017 Dawn Parkway Project. The estimated 100% load factor Union
firm transportation fuel charge from Kirkwall to Parkway for 2018 is approximately $0.020/GJ
to $0.025/GJ.
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 1

a) The evidence states that the NEXUS contract will maintain liquidity at Dawn (line 10). Please
confirm that the NEXUS will not increase liquidity at Dawn. Please explain fully if this is not
the case.

b) In the absence of the NEXUS project, would the liquidity at Dawn decrease? Please explain
fully.

¢) What would be the impact on Dawn liquidity if the NEXUS project volume was decreased
with the reduction in volumes brought into Ontario at other points, such as Niagara? Please
explain fully.

d) How much gas could be sourced through Niagara rather than as part of the NEXUS project
and have no impact on Dawn liquidity? Please explain fully.

Response:

a) As outlined in Exhibit A, Schedule 6, page 7, the liquidity of the Dawn Hub is a result of the
combination of a number of factors including: access to underground storage,
interconnections with upstream pipelines and a large number of buyers and sellers of natural
gas. Liquidity cannot be measured in absolute terms, but rather can be discussed in relative
terms. Attracting a project that introduces another upstream pipeline, another supply basin,
new incremental supply, and new market participants to Dawn will tend to increase liquidity
at Dawn. Declining Vector volumes and the decrease in natural gas flowing from the Western
Canadian Sedimentary Basin (“WCSB”) to the Ontario market, had the opposite impact —
tending to decrease liquidity at Dawn.

With the benefits that the NEXUS pipeline will bring to the natural gas market at the Dawn
Hub, it is reasonable to expect that the current level of liquidity of Dawn will be supported.
Please see the response at Exhibit B.T1.Union.LPMA.8 by Sussex, the NEXUS project is
expected to enhance the liquidity of the Dawn Hub.

In the absence of the NEXUS project, there would be one less pipeline connection to Dawn,
less connectivity to a new emerging supply basin, Utica, and less connectivity to the
Marcellus. There is no guarantee that the other anchor shippers (producers) would continue to
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seek a path to Dawn versus seeking access to another market, resulting in fewer market
participants at Dawn. Without the benefits that the NEXUS pipeline will bring to Dawn,
liquidity would decrease affecting pricing at the Dawn Hub.

b) Please see a) above.

¢) Union’s support of the NEXUS project as an anchor shipper will encourage the project to be
completed and therefore maintain or increase the liquidity of the Dawn Hub by attracting
supply and market participants (including Appalachian shale gas producers who wish to sell
their gas at Dawn) that otherwise would not have been transacting at Dawn.

It is important to note that 150,000 Dth/d is the minimum volume required for a party to
qualify as an anchor shipper on the project. Decreasing Union’s NEXUS project volume and
increasing by an identical amount at another point on Union’s system (such as Niagara) would
diminish or eliminate Union’s support of the project. Please see the response at Exhibit
B.T1.Union.Staff.5.

d) As is stated in the response at Exhibit B.T2.Union.Staff.17, the Niagara connection and the
1.4 PJ/d of total import capacity is already fully committed and being developed. Any new
incremental needs above those already planned will require significant Greenfield pipeline
infrastructure.
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Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 3

a) How much of Union's system gas supply for the southern and northern operation areas does
the 158,258 GJ/day represent?

b) Will the 158,258 GJ/day be used solely to purchase gas for system gas customers in Union's
South and/or North operating areas? Please explain fully.

c¢) Will the addition of this project require any capital expenditures by Union to:
1) increase transportation capacity to Dawn; and/or
il) increase transportation capacity away from Dawn?

If yes, please explain fully and provide the expected capital costs.
d) Will the addition of this project result in the need for any incremental storage related capital

expenditures for injections, withdrawals, space, etc? If yes, please explain fully and indicate
whether these additional costs would be part of the regulated or unregulated storage assets.

Response:

a) The 158,258 GJ/d of NEXUS supply is projected to represent approximately 26% of the
Union North upstream transportation portfolio and approximately 30% of the Union South
upstream transportation portfolio. More detail can be found in Exhibit A, Figure 5-1 and
Figure 5-2, pages 29-31.

b) Yes, the 158,258 GJ/d of NEXUS supply will be purchased to serve Union’s sales service
customers only.

c)
i) No. Any capital expenditures related to any requirements at Dawn for the receipt of gas as
a result of the NEXUS project will be paid for directly by Vector and/or DTE.
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i) No. Union is expanding its system in 2015 and 2016 (approved) and 2017 (proposed)
independent of the NEXUS project. In addition to meeting incremental ex-franchise
demand, these expansions also facilitate Union’s shift to serving Unions North East
customers from Dawn rather than Empress. Given NEXUS is upstream of Dawn, NEXUS
is not creating additional need for Union to expand the Dawn Parkway System — it is just
one of the upstream sources of “Dawn Gas” that will be used to serve the North East.

d) No.
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 5

Given that Union is not likely to receive pre-approval for the contract on or before October 1,
2015, please confirm that Union will not commit to the NEXUS capacity.

Response:

As Union has stated at Exhibit A Page 4 line 9, “Without the assurance provided by Contract
pre-approval, Union will not commit to a contract of this magnitude”.

Please see the response at Exhibit B.T4.Union.Staff.19 that discusses the 90 day Temporary
Waiver of Conditions Precedent clause within the NEXUS Precedent Agreement.



Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.LPMA .4

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 7
a) Please confirm that the reference in footnote 11 should be EB-2014-0261.

b) Please confirm that the reference to further growth planned for 2017 is in reference to the EB-
2015-0200 application.

Response:
a) Confirmed.

b) Confirmed.
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Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 28
a) What is the forecast annual cost savings impact of being an anchor shipper?

b) Please explain why Union negotiated a unique path for the NEXUS pipeline for the DTE
delivery route from Willow Run to the St. Clair Interconnect rather the Vector route to Dawn.

c) What is the expected annual cost savings of this unique path as compared to the Vector path?
Please show all calculations and include the impact of the $2 million per year costs associated
with the St. Clair to Dawn charge noted on page 35 in the analysis.

Response:

a) As stated in Exhibit A, page 28, “The project developers have offered anchor shippers
appropriate rate and rate-related incentives, including lower transportation rates as
compared to non-anchor shippers. Anchor shippers generally receive a rate that is $.015 to
$.03 US/Dth lower than other shippers.”

Therefore, assuming 150,000 Dth/d, the potential annual savings are in the range of $0.8M
and $1.6M per year with Union being an anchor shipper.

b) Union negotiated this path as it will allow Union to use the St. Clair to Dawn facilities
existing infrastructure, and costs are already recovered in Union delivery rates. It’s a lower
cost option than the Vector path and reduces the potential requirement for Vector to construct
new pipeline infrastructure.

c) As outlined in the Enbridge NEXUS application, EB-2015-0175, the NEXUS toll using the
Vector path is $0.21 US/Dth/d from Willow Run to Dawn. This rate is calculated by taking
Enbridge’s full NEXUS toll and subtracting the greenfield portion from Kensington to
Milford ($0.70 - $0.65 = $0.05) and then adding the Vector rate from Milford to Dawn ($0.05
+ $0.16 = $0.21). This toll, combined with Union’s negotiated Kensington to Willow Run
rate of $0.635 US/Dth/d, results in a rate of $0.845 US/Dth/d. Comparing this to the St. Clair
path results in a savings of approximately $0.04 US/Dth/d or $2.2M per year. The
assumptions and savings calculation are shown below.
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Toll Annual Cost
Path (SUs/Dth/d) ($)
(A) (B) (C) = B x 150,000 x 365
Union Negotiated Path S 0.805 S 44,073,750
NEXUS Vector Path S 0.845 $ 46,263,750
Tolls for Union Negotiated Path
Toll
Path (SUs/Dth/d)
Kensington to Willow Run S 0.635
Willow Run to St. Clair S 0.135
St. Clair to Dawn S 0.035
Total Toll S 0.805
Tolls for NEXUS Vector Path
Toll
Path (SUs/Dth/d)
Kensington to Willow Run 0.635
Willow Run to Milford 0.05
Milford to Dawn 0.16
Total Toll 0.845

As noted at Exhibit A, page 35, $0.805 US/Dth/d includes the St Clair to Dawn C1 rate.
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Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, pages 34-35

Please confirm that no direct purchase customers will be allocated any of the St. Clair to Dawn
capacity that is to paid through the gas supply commodity rates from system sales service
customers only.

Response:

Confirmed.
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Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference: Exhibit A, Schedule 5

How would changes in the foreign exchange rate affect the difference between the prices shown
in Schedule 5? If there is a difference, please provide a schedule showing the prices based on the
current exchange rate.

Response:

Please see Attachment 1 for updated landed cost schedules at the current foreign exchange rate.
For reference please also see the response at Exhibit B.T3.Union.Staff.18 for schedules reflecting
the 1.4 exchange rate.

Since all ICF gas price forecasts are provided in $US/mmBtu, a change to the foreign exchange
rate assumption only impacts Canadian pipeline tolls and the final conversion of each path to
$CDN/GJ in Column K. The relative ranking of all pipeline paths remain the same.
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Attachment 1
Recalculated Landed Cost Analysis - Current Foreign Exchange Rate of 1.3133
Nov 2017 to Oct 2032 Transportation Contracting Analysis
Unitized 100% LF
Demand Commodity Transportation
Basis Charge Charge Fuel Charge | Inclusive of
Differential Supply Cost $US/mmBtu( | $US/mmBtu | $US/mmBtu Fuel Landed Cost Landed Point of
Route Point of Supply $US/mmBtu $US/mmBtu 1)(7) (D) a) SUS/mmBtu | 3US/mmBtu |Cost $Cdn/G| Delivery |Comment
(A) (B) (C) (D) = Nymex + C (E) (F) (G) (D=E+F+G| (J)=D+I (K) (L)
(6) TCPL Niagara to Kirkwall Niagara -0.449 7.0511 0.1798 0.0000 0.0103 0.1902 $7.24 $9.01 Kirkwall
(3) Rover** Southwest PA -0.954 6.5455 0.8000 0.0000 0.1577 0.9577 $7.50 $9.34 Dawn
* NEXUS / St. Clair Southwest PA -0.954 6.5455 0.7997 0.0000 0.1728 0.9725 $7.52 $9.36 Dawn Includes St. Clair to Dawn costs
(5) NEXUS/St. Clair (Increase Upper end of toll by 15%) Southwest PA -0.954 6.5455 0.8952 0.0000 0.1728 1.0680 $7.61 $9.48 Dawn Tollis $ 0.77+ $ 0.635*15%. Includes St. Clair to Dawn costs
(6) Vector (2014 - 2017) Chicago -0.103 7.3972 0.1883 0.0017 0.0732 0.2633 $7.66 $9.54 Dawn
(2) Dawn Dawn 0.177 7.6769 0.0000 0.0000 0.0000 0.0000 $7.68 $9.56 Dawn
(6) Michcon (2014-2015) Michcon Generic 0.023 7.5229 0.0630 0.0000 0.1398 0.2029 $7.73 $9.62 Dawn Includes St. Clair to Dawn costs
(6) Vector (2012 - 2016) Chicago -0.103 7.3972 0.2500 0.0990 0.0732 0.4222 $7.82 $9.73 Dawn
(6) Trunkline / Panhandle Trunkline Field Zone 1A -0.092 7.4075 0.2212 0.0268 0.2995 0.5475 $7.95 $9.90 Dawn Includes Ojibway to Dawn costs
(6) Panhandle (2012-2017) Panhandle Field Zone -0.377 7.1230 0.3492 0.0439 0.4687 0.8617 $7.98 $9.94 Dawn Includes Ojibway to Dawn costs
(6) |Alliance / Vector CREC -1.067 6.4335 1.5608 -0.3405 0.3593 1.5795 $8.01 $9.97 Dawn
(6) Panhandle (2014-2015) Panhandle Field Zone -0.377 7.1230 0.4547 0.0439 0.4687 0.9672 $8.09 $10.07 Dawn Includes Ojibway to Dawn costs
(6) Panhandle (2010-2017) Panhandle Field Zone -0.377 7.1230 0.4547 0.0439 0.4687 0.9672 $8.09 $10.07 Dawn Includes Ojibway to Dawn costs
(2) TCPL Empress to Dawn Empress -0.722 6.7782 1.4550 0.0000 0.2745 1.7296 $8.51 $10.59 Dawn
(6) TCPL Empress to Union CDA Empress -0.722 6.7782 1.5790 0.0000 0.2793 1.8583 $8.64 $10.75 Union CDA
(1) Unitized Demand Charges, Commodity Charges and Fuel Charges per Maximum Applicable Tariff and include capacity required to flow fuel for downstream pipeline segments
(2) For Reference Only
(3) Toll Estimates used in lieu of official toll for portion of path
(5) Sensitivity Analysis
(6) Existing Union Contract
* indicates path referenced in evidence for this analysis
** The analysis is based on an indicative rate for Rover of $0.80 USD/mmbtu. The analysis does not contemplate potential toll increases arising from factors such as capital cost overruns or pipeline undersubscription.
Assumptions used in Developing Transportation Contracting Analysis:
Average
Annual Gas
Supply Cost| Fuel Ratio
$US/mmBtu | Forecasts
Point of Supply Nov 2017 - | Nov 2018 - Oct | Nov 2019 - | Nov 2020 - | Nov 2021 - | Nov 2022 - | Nov 2023 - | Nov 2024 - | Nov 2025 - | Nov 2026 - | Nov 2027 - | Nov 2028 - | Nov 2029 - | Nov 2030 - | Nov 2031 - Col (D) Col (G)
Annual Gas Supply & Fuel Ratio Forecasts Col (B) above Oct 2018 2019 Oct 2020 Oct 2021 Oct 2022 Oct 2023 Oct 2024 Oct 2025 Oct 2026 Oct 2027 Oct 2028 Oct 2029 Oct 2030 Oct 2031 Oct 2032 above above
Henry Hub (NYMEX) Henry Hub $4.62 $5.43 $6.12 $6.59 $6.81 $6.89 $7.06 $7.23 $7.56 $8.03 $8.44 $8.90 $9.26 $9.62 $9.96 $7.50
TCPL Niagara to Kirkwall Niagara $4.62 $5.35 $5.96 $6.37 $6.54 $6.59 $6.71 $6.78 $7.00 $7.33 $7.71 $8.13 $8.56 $8.86 $9.26 $7.05 0.15%
Rover Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.41%
NEXUS / St. Clair Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
NEXUS/St. Clair (Increase Upper end of toll by 15%) Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
Vector (2014 - 2017) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Dawn Dawn $4.82 $5.62 $6.29 $6.76 $6.98 $7.07 $7.24 $7.42 $7.75 $8.21 $8.63 $9.08 $9.43 $9.77 $10.09 $7.68 0.00%
Michcon (2014-2015) Michcon Generic $4.70 $5.49 $6.16 $6.62 $6.84 $6.92 $7.09 $7.26 $7.59 $8.05 $8.46 $8.91 $9.25 $9.59 $9.90 $7.52 1.86%
Vector (2012 - 2016) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Trunkline / Panhandle Trunkline Field Zone 1A $4.56 $5.37 $6.05 $6.51 $6.72 $6.80 $6.97 $7.14 $7.46 $7.93 $8.33 $8.79 $9.14 $9.49 $9.83 $7.41 4.04%
Panhandle (2012-2017) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Alliance / Vector CREC $3.69 $4.44 $5.08 $5.54 $5.77 $5.87 $6.04 $6.23 $6.55 $6.99 $7.36 $7.78 $8.09 $8.39 $8.67 $6.43 5.58%
Panhandle (2014-2015) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Panhandle (2010-2017) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
TCPL Empress to Dawn Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.05%
TCPL Empress to Union CDA Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.12%

Sources for Assumptions:

Gas Supply Prices (Col D):

Fuel Ratios (Col G):
Transportation Tolls (Cols E & F):
Foreign Exchange (Col K)
Energy Conversions (Col K)
Union's Analysis Completed:

* indicates path referenced in evidence for this analysis

ICF Base Case Jan 2015

Average ratio over the previous 12 months or Pipeline Forecast
Union Tolls in Effect Jan 2015

$1US =
1dth=1 mmBtu =

1.3133
1.055056

CDN

Updated August 2015 to change FX rate for Exhibit B.T1.Union.LPMA.7

Updated August 7, 2015 Bank of Canada Closing
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, Schedule 3, pages 35-36

The heading at the bottom of page 35 implies that NEXUS will enhance Dawn liquidity. Given
that the NEXUS contract will replace two other contracts associated with the same volumes
being delivered to Dawn, please explain how this "enhances” Dawn liquidity as opposed to
maintaining the current level of Dawn liquidity.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

In aggregate, NEXUS will enhance the liquidity at the Dawn Hub as it will diversify the gas
supply available to the Dawn Hub. Specifically, NEXUS will provide increased gas supply
diversity due to the following:

e New, incremental pipeline to the region — NEXUS will provide an incremental 1.5
Bcf/day of capacity to the region;

e New, incremental access to the Marcellus and Utica gas supply basin — NEXUS will
provide a direct connection to the Marcellus and Utica basin;

e Access to new pricing points associated with the Marcellus and Utica basin — the natural
gas supply area pricing points for Marcellus and Utica gas supply will be available to
NEXUS shippers; and

e Incremental counterparties at the Dawn Hub — certain of the NEXUS shippers or short-
term replacement shippers may represent new counterparties at the Dawn Hub.
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference: Exhibit A, Schedule 3, page 41

Improved liquidity at Dawn is based on the assumption that the volume of gas available to be
purchased at Dawn will increase. Given that the NEXUS contract is replacing two existing
contract that total the same amount, please explain how the volume of gas available to be
purchased at Dawn will increase as a result of the NEXUS project.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

Please see the response at Exhibit B.T1.Union.LPMA.8.



Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.LPMA.10

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, Schedule 3, page 36

Did Sussex consider the impact of delivery point diversity in Ontario as part of its review of the
risks associated with the NEXUS project? If not, why not? If yes, did Sussex include a review
of adding more diversity to delivery points by moving some of the Dawn deliveries to other
points such as Niagara?

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

As stated in Exhibit A, Schedule 3, the Sussex risk assessment reviewed certain risks relative to
NEXUS and the attributes associated with that project (i.e. deliveries to the Dawn Hub). Sussex
did not review risks related to Niagara since NEXUS as proposed will not deliver natural gas to
that point.
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, pages 24-25

a) Please provide a map similar to that shown in Figure 3-1 that shows the location of each the
projects noted in pages 24-25.

b) What is the volume (in GJ/day) that Union is flowing on TransCanada's Niagara to Kirkwall
line?

Response:
a) Please see Attachment 1.

b) Union currently contracts for 21,101 GJ/d of TransCanada Niagara to Kirkwall capacity.
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Attachment 1

UNION PROJECT LOCATIONS
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UNION GAS LIMITED

Answer to Interrogatory from
London Property Management Association (“LPMA™)

Reference:  Exhibit A, page 41

Similar to the calculations provided in footnote 29, please show the reduced costs related to
TCPL Niagara to Kirkwall and Rover relative to NEXUS/St. Clair and to NEXUS/St. Clair
(Increase Upper end of toll by 15%).

Response:

Please see the response at Exhibit B.T1.Union.Staff.7.
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference:  Exhibit A, p.2

Please provide a list of all NEXUS anchor shippers and their contracted, committed, or successfully
bid capacity.

Response:

Please see the response at Exhibit B.T4.Union.FRPO.21.
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference: Exhibit A

Please provide copies of all materials that were provided to Union’s senior management team,
and if applicable, its parent company, in approving the decision to bid into the NEXUS open
season. Please provide any similar materials relevant to subsequent approvals for the NEXUS
Agreement that may have been provided.

Response:

Please see attachment 1 for materials provided to Union senior management regarding approval
to bid into the NEXUS open season.



Pavli, Emily

From:

Sent:

To:

Cc:

Subject:
Attachments:

Mark,

. Filed: 2015-08-25
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Isherwood, Mark EB-2015-0175
Shorts, Chris; McClacherty, Shawn; Wilson, Gaelyn Exhibit B.T1.Union.SEC.11
APPROVAL REQUEST: Business Case to enter Nexus Non-Binding Open Season Attach 1
NEXUS Open Season Response - Business Case v5.pptx ttachment

Attached is the business case to support approval request to enter the Nexus Non-Binding Open Season. Please respond with your approval or any questions you may have.

Thank you
Tina



NEXUS OPEN SEASON
UNION GAS BID PROPOSAL

Gas Supply
November 2012



MAP — NEXUS PIPELINE




Nexus Ownership

- 3 owners with evenly distributed ownership
- Spectra Energy
- DTE Energy
- Enbridge
- Union Gas Limited is 100% owned by Spectra Energy

- The Affiliate Relationship Code (ARC) does not apply to
Union transactions with NEXUS Gas Transmission as this
entity is not an affiliate under ARC.



Gas Supply Plan Guiding Principles

- In determining the appropriate transportation portfolio, Gas Supply uses the
following guiding principles:

- Ensure secure and reliable gas supply to Union’s service territory at a
reasonable cost

- Minimize risk by diversifying contract terms, supply basins and
upstream pipelines

- Encourage new sources of supply as well as new infrastructure to
Union’s service territory

- Meet planned peak day and seasonal gas delivery requirements

- Deliver gas to various receipt points on Union’s system to maintain
system integrity



NEXUS Project Summary

Non-Binding Open Season from October 15, 2012 to November 30, 2012
The service commencement date for the NEXUS project is targeted for November 2016 or earlier.

Greenfield pipeline that will extend approximately 250 miles from receipt points in eastern Ohio to interconnects with multiple
delivery points in Ohio, Michigan and Ontario.

The path will utilize both existing and expansion capacity on the interstate pipeline system owned by Vector Pipeline, L.P. (Vector)
to access the Dawn Hub in Ontario.

The project will be capable of transporting 1 billion cubic feet per day (Bcf/d)

A bidder in the Open Season can qualify as an “Anchor Shipper” for the NEXUS project by submitting a bid of 150 MDth/d or
greater for a term of 15 years or more.

Shippers will choose between a cost-based recourse rate for long-term firm transportation service on the NEXUS project facilities
or to pay a mutually agreeable negotiated rate for such service.

Final rates for transportation service will be determined based on actual customer subscriptions, receipt/delivery point selections,
negotiated services and final project scope of facilities.

During the Open Season period interested parties must submit a transportation Service Request Form, which specifies the
Maximum Daily Quantity (MDQ), contract term (minimum term of 15 years), and receipt and delivery points.

Any party who is awarded capacity must enter into discussions leading to a binding Precedent Agreement. The project developers
reserve the right to reject any party’s valid request for service in the event a duly authorized representative of such party has not
executed a binding Precedent Agreement on or before 90 days following the end of the Open Season.



Drivers

- As outlined in the 2012 Long Term Acquisitions strategy, Union is interested in obtaining
access to the rapidly developing Marcellus and/or Utica shales.

- Lack of direct access to the Marcellus/Utica shales limits Ontario’s access to a key North
American supply basin.

- Decrease WCSB volumes available to move east.

- Dawn must have access to this basin to stay competitive with surrounding hubs and trading
points and ensure Ontario customers have access to lower cost supplies.

- There is a risk that a lack of infrastructure being built into Ontario may limit Ontario
customers’ ability to benefit from the supply growth from the Marcellus/Utica shales.

- This is the only project initiated to date to bring this required liquidity from Marcellus/Utica
directly to Dawn.

- This project will also provide an alternate path for this gas to move towards Chicago which is a
key market hub from which Union purchases supply.



Recommendation Overview

- Bid into Nexus Open Season for anchor shipper capacity of
150,000 dth/d

- Include Conditions Precedent (next slide)

- Based on gas supply principles of

- ensuring secure and reliable gas supply to Union’s Service
territory,

- minimizing risk by increasing diversity through new supply
basin and upstream pipeline, and

- encouraging new sources of supply and infrastructure to
Union’s territory.

- Buy gas supply at a Dawn index minus the toll (netback



Conditions Precedent for Bid

1. (a) Nexus shall have built and placed into service, and/or acquired the necessary infrastructure for the complete path from the
Central Receipt Point to Dawn.

(b) Union shall have deemed the tolls from 1)(a) acceptable, in Union’s sole discretion.

2. Nexus shall have agreed to provide a list of the specific facilities and the schedule (including major milestones) required at the time
the Precedent Agreements are executed and shall have agreed to commit to providing ongoing quarterly updates throughout the
remainder of the project.

3. Union shall have deemed the Final Project Receipt and Delivery points acceptable.
4. Union shall have granted internal management approval, in Union’s sole discretion.

5. (a) Union shall have obtained, in form and substance satisfactory to Union, and all conditions shall have been satisfied under, all
governmental and regulatory approvals, consents, orders and authorizations that are required with respect to any facilities needed
to be constructed by Union in order to utilize the Nexus Capacity.

(b) Trans Canada Pipelines shall have built and placed into service any facilities deemed to be needed by Union in order to utilize
the Nexus Capacity, specifically including Parkway Belt to Maple.

6. Union shall have obtained, in form and substance satisfactory to Union, approval from the Ontario Energy Board, as to the
prudence and recovery of all gas related costs associated with the contract commitment resulting from this and subsequent bids (if
any) into this open season.

7. Union shall have satisfied itself as to the availability of proven and economic reserves in the basins directly connected to Nexus
and/or shall have secured sufficient supply at costs deemed acceptable by Union.

8. Nexus shall have demonstrated, to Union’s satisfaction, the capability to support Union’s Vertical Slice program.



Landed Cost - Chart
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Notes: 1)Dawn Route also reflects an even Dawn netback structure
2) Assumptions are documented on next page




Landed Cost Analysis

Nov'15-Oct'30 Transportation Contracting Analysis

100% LF
Unitized Transportation
Basis Demand Commodity Inclusive of Landed
Differential Supply Cost Charge Charge Fuel Charge Fuel Landed Cost Cost Point of
Route Point of Supply $US/mmBtu $US/mmBtu | $US/mmBtu | $US/mmBtu | $US/mmBtu | $US/mmBtu | $US/mmBtu $Cdn/Gj Delivery
(A) (B) (C) (D) = Nymex + C (E) (F) (©) h=E+F+G | (J)=D+I (K) (L)

Trunkline/Panhandle Trunkline Field Zone 1A -0.091 5.0631 0.1900 0.0248 0.1939 0.4087 $5.47 $ 5.87 Dawn
Vector 2012 Chicago 0.096 5.2506 0.1800 0.0018 0.0588 0.2406 $5.49 $ 5.90 Dawn
Panhandle Longhaul (2012) Panhandle Field Zone -0.244 4.9100 0.3200 0.0441 0.2725 0.6366 $5.55 $ 5.95 | Qjibway
Vector 2008 Chicago 0.096 5.2506 0.2500 0.0018 0.0588 0.31086 $5.56 $ 5.97 Dawn
Dawn Dawn 0.439 5.5932 0.0000 0.0000 0.0000 0.0000 $5.59 $ 6.00 Dawn
Panhandle Longhaul Panhandle Field Zone -0.244 4.9100 0.4251 0.0441 0.2725 0.7417 $5.65 $ 6.07 | Qjibway
TCPL Niagara Niagara 0.444 5.5982 0.1357 0.0000 0.0000 0.1357 $5.73 $ 6.16 | Kirkwall
Nexus Northeast PA 0.076 5.2305 0.7500 0.0000 0.0523 0.8023 $6.03 $ 6.48 Dawn
Alliance/Vector CREC -0.700 4.4543 1.7275 -0.2875 0.2552 1.6953 $6.15 $ 6.60 Dawn
TCPL SWDA Empress -0.463 4.6909 1.9021 0.1302 0.0802 2.1125 $6.80 $ 7.30 Dawn
Sources for Assumptions:
Gas Supply Prices (Col D): ICF International Q4 2012 Base Case
Fuel Ratios (Col G): Average ratio over the previous 12 months or Pipeline Forecast
Transportation Tolls (Cols E & F): Tolls in effect on Alternative Routes at the time of Union's Analysis
Foreign Exchange (Col K) $1US= $0.983 CDN From Bank of Canada Closing Rate Oct 1, 2012
Energy Conversions (Col K) 1 dth = 1 mmBtu = 1.055056
Union's Analysis Completed: Oct-12
Nexus demand toll: $0.75/dth
Nexus fuel ratio: 1%

*Note: Dawn Route also reflects an even Dawn netback structure
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Mitigation

Regulatory Risks

Union cost allowances on Transportation and/or Supply contracts
Restrictions on infrastructure in producing areas

Governmental intervention in production areas (royalties, fees,
moratoriums, etc)

Project related risks

Delays (construction related, permit related, etc)
Lack of commitment from a sufficient number of pipeline shippers

Competition from alternate pipelines

Basin related risks

Utica development slower than anticipated

Production volumes lower/more expensive to produce than
anticipated

Basis spread between Dawn and Utica is uncertain

Seek OEB preapproval using LTC process
Monitor ongoing basin development and government actions

Monitor ongoing basin development and government actions

Include condition precedent regarding project updates and
monitor

Include condition precedent regarding project updates and
monitor

Monitor competitive pipeline proposals and progress

Monitor ongoing basin development

Monitor ongoing basin development

Negotiate Dawn index nethack structure for supply purchases



Supply Diversity




Supply Diversity
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Pavli, Emily

From: Hodgson, Tina

Sent: November-29-12 9:42 AM

To: Wilson, Gaelyn

Subject: FW: Nexus non-binding Open Season

Attachments: Nexus Open Season Bid - draft CP's Shortsv6.docx; Nexus Service request Scan.pdf

Signed service request for filing on server

From: Shorts, Chris

Sent: November 29, 2012 9:28 AM

To: Hodgson, Tina

Subject: FW: Nexus non-binding Open Season

From: Shorts, Chris

Sent: November-29-12 8:54 AM

To: Isherwood, Mark

Cc: Hodgson, Tina

Subject: Nexus non-binding Open Season

Mark, as we have been discussing, Union will be entering a bid into the Nexus non-binding open season which closes Friday Nov 30, 2012. We have evaluated our options and will be requesting service equal to
150,000 dth/d for a term of 15 years. This amount will designate us as an Anchor Shipper and allow Union access to this new and emerging gas supply basin to supplement our decreasing supply availability
from the west. We are also including conditions precedent that we will require as we move to a potential binding agreement over the next few months.

This opportunity still needs further analysis around rates, supply and resulting landed supply, but the non binding bid keeps our options open for now.

| have included copies both of the actual Service request form (bid) and the conditions precedent that is accompanying it.

If you have any questions or concerns please let me know...

Chris....

Chris Shorts
Director, Gas Supply
cshorts@uniongas.com




Office (519) 436-4668 Cell (519) 365-0536
fax (519) 436-5461



Nexus Non Binding Open Season Bid
Conditions Precedent

The obligations of Union Gas Limited (“Union”) under any precedent or
transportation agreement for capacity on the Nexus system (“Nexus Capacity”)
are subject to the following conditions precedent, which are for the sole
benefit of Union and may change prior to Union executing a binding agreement:

1) (a)Nexus shall have built and placed into service, and/or acquired the
necessary infrastructure for the complete path from the Central Receipt Point
to Dawn.

1) (b) Union shall have deemed the tolls from 1)(a) acceptable, in Union’s
sole discretion.

2) Nexus shall have agreed to provide a list of the specific facilities
and the schedule (including major milestones) required at the time the
Precedent Agreements are executed and shall have agreed to commit to
providing ongoing quarterly updates throughout the remainder of the project.

3) Union shall have deemed the Final Project Receipt and Delivery points
acceptable.

4) Union shall have granted internal management approval, in Union’s sole
discretion.

5) (a) Union shall have obtained, in form and substance satisfactory to
Union, and all conditions shall have been satisfied under, all governmental
and regulatory approvals, consents, orders and authorizations that are
required with respect to any facilities needed to be constructed by Union in
order to utilize the Nexus Capacity.

5) (b) Trans Canada Pipelines shall have built and placed into service any
facilities deemed to be needed by Union in order to utilize the Nexus
Capacity, specifically including Parkway Belt to Maple.

6) Union shall have obtained, in form and substance satisfactory to Union,
approval from the Ontario Energy Board, as to the prudence and recovery of
all gas related costs associated with the contract commitment resulting from
this and subsequent bids (if any) into this open season.

7) Union shall have satisfied itself as to the availability of proven and
economic reserves in the basins directly connected to Nexus and/or shall have
secured sufficient supply at costs deemed acceptable by Union.

8) Nexus shall have demonstrated, to Union’s satisfaction, the capability
to support Union’s Vertical Slice program.






Pavli, Emily

From: Hodgson, Tina

Sent: November-30-12 8:33 AM

To: Isherwood, Mark

Cc: Shorts, Chris; McClacherty, Shawn; Wilson, Gaelyn

Subject: RE: APPROVAL REQUEST: Business Case to enter Nexus Non-Binding Open Season

Done — thanks Mark

From: Isherwood, Mark

Sent: November 29, 2012 7:00 PM

To: Hodgson, Tina

Cc: Shorts, Chris; McClacherty, Shawn; Wilson, Gaelyn

Subject: RE: APPROVAL REQUEST: Business Case to enter Nexus Non-Binding Open Season

Tina —the only comment — please change and/or on CP #7 to and. Thanks. Mark

Mark
Office: (519) 436-4527
Cell: (519) 359-5700

From: Hodgson, Tina

Sent: November-29-12 10:06 AM

To: Isherwood, Mark

Cc: Shorts, Chris; McClacherty, Shawn; Wilson, Gaelyn

Subject: APPROVAL REQUEST: Business Case to enter Nexus Non-Binding Open Season

Mark,

Attached is the business case to support approval request to enter the Nexus Non-Binding Open Season. Please respond with your approval or any questions you may have.
Thank you

Tina
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference:  Exhibit A, p. 40, Figure 5-5

Please provide a step-by-step description of how Union calculated the average landed gas cost.
Please provide details of all assumptions made.

Response:
Figure 5-5 is a summary of the landed cost analysis provided in Exhibit A, Schedule 5.

Assumptions for the landed cost analysis are documented at the bottom of the Schedule 5,
including the sources for gas supply commaodity prices, fuel ratios, transportation tolls, and
foreign exchange rates.

For reference, these assumptions are as follows:

Gas Supply Prices (Col D): ICF Base Case January 2015

Fuel Ratios (Col G): Average ratio over the previous 12 months or Pipeline Forecast
Transportation Tolls (Col E & F): Union Tolls in Effect January 2015

Foreign Exchange (Col K): $1 US = 1.1762 CDN, Source: Jan 2, 2015 Bank of Canada Closing
Energy Conservation (Col K): 1 Dth =1 mmBtu = 1.055056 GJ

Union’s Analysis Completed: January 2015

The landed costs schedules are structured in a format where the calculations are intended to be
easy to follow. The table provides the following information and calculations:

Column A - Route name

Column B - Point of supply where basis differential is assumed

Column C - Basis differential is the gas price at a location subtracted from the gas price at Henry
Hub (NYMEX price). As an example, if prices at Dawn are $7.68 and NYMEX is $7.50 then the
basis differential is $0.18.

Column D - The commaodity price at the supply location (C+NYMEX)

Column E — The demand charge for the path being analyzed

Column F — The commaodity charges for the path (variable charges when path is utilized)
Column G - The fuel charge for flowing on the path (variable charges when path is utilized)
Column I - 100% load factor charge (includes all variable charges) — Sum of column E, F, G
Column J — Commodity plus 100% Load factor charge — Column D + |

Column K — Column J converted to $CDN/GJ
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: 1) Application, Exhibit A, pp. 25 of 54, Lines 10 - 12

Preamble: In Reference i), Union states its belief that it was both “prudent and required” to
make “large, long-term commitments within its portfolio for a project that would
result in new infrastructure that would make a significant difference to the future
of Ontario and all natural gas consumers.”

a) If the OEB does not approve the cost consequences of Union’s transportation contract, does
Union believe the NEXUS project will proceed? Please explain.

b) Does Union continue to believe that its participation in the initial NEXUS open season was
critical to the viability of the proposed project, as stated in the application? If yes, why?

c) Why does Union expect the NEXUS project to make significant difference to the “future of
Ontario” when major incremental capacity has also been planned or will be provided by
alternative pipelines that will also connect incremental Marcellus and/or Utica supply to
Ontario such as the Niagara / Chippawa expansions, the Rover Pipeline, and the Constitution
Pipeline? Please explain.

Response:
a) Please see the response at Exhibit B.T1.Union.Staff.5.
b) Yes. Please see the response to a) above.

c) Please see the response at Exhibit B.T1.Union.LPMA.1 a) and Exhibit B.T4.Union. TCPL.8 b).
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, Schedule 5, Page 1 of 1

Preamble: Union’s most recently filed (January 2015) Landed Cost Analysis assumed a
foreign exchange rate of $1 US = $1.1762 CDN from 2017 - 2032.

In light of significant changes to the Canadian-US exchange rate since the filing of the original
application, TransCanada seeks updated information.

a) Please provide an updated Landed Cost Analysis utilizing the same format as in the reference
above, and incorporating any changes that may have occurred since the most recent analysis,
including - but not limited to - an updated foreign exchange assumption.

Response:

Please see Attachment 1 for the landed cost analysis, which includes updated foreign exchange
rates and ICF forecasted gas prices.
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Attachment 1
Recalculated Landed Cost Analysis - Current Foreign Exchange Rate of 1.3133 and updated assumptions
Nov 2017 to Oct 2032 Transportation Contracting Analysis
100% LF
Transportation
Basis Unitized Demand| Commodity Inclusive of Landed Landed
Differential | Supply Cost Charge Charge Fuel Charge Fuel Cost. Cost Point of
Route Point of Supply $US/mmBtu| $US/mmBtu [$US/mmBtu(1)(7)|$US/mmBtu (1) ($US/mmBtu (1)] $US/mmBtu |$US/mmBtu| $Cdn/G Delivery |Comment
(A) (B) (C) |(B)=Nymex+C (E) (F) (G) D=E+F+G | (J)=D+]I (K) (L)
(6) |TCPL Niagara to Kirkwall Niagara -1.001 5.0450 0.1798 0.0000 0.0074 0.1872 $5.23 $6.51 Kirkwall
(3) [Rover** Southwest PA -1.582 4.4640 0.8000 0.0000 0.1076 0.9076 $5.37 $6.69 Dawn
* INEXUS / St. Clair Southwest PA -1.582 4.4640 0.7997 0.0000 0.1179 0.9176 $5.38 $6.70 Dawn |Includes St. Clair to Dawn costs
(5) INEXUS/St. Clair (Increase Upper end of toll by 15%) |Southwest PA -1.582 4.4640 0.8952 0.0000 0.1179 1.0130 $5.48 $6.82 Dawn |Tollis $0.77+ $ 0.635*15%. Includes St. Clair to Dawn costs
(6) [Vector (2014 - 2017) Chicago -0.385 5.6604 0.1883 0.0017 0.0560 0.2461 $5.91 $7.35 Dawn
(6) [Michcon (2014-2015) Michcon Generic -0.295 5.7504 0.0630 0.0000 0.1069 0.1699 $5.92 $7.37 Dawn |Includes St. Clair to Dawn costs
(2) [Dawn Dawn -0.113 5.9327 0.0000 0.0000 0.0000 0.0000 $5.93 $7.38 Dawn
(6) [Vector (2012 - 2016) Chicago -0.385 5.6604 0.2500 0.0990 0.0560 0.4050 $6.07 $7.55 Dawn
(6) |Alliance / Vector CREC -1.437 4.6084 1.5608 -0.3405 0.2574 1.4776 $6.09 $7.58 Dawn
(6) |Panhandle (2012-2017) Panhandle Field Zone -0.621 5.4243 0.3492 0.0439 0.3569 0.7500 $6.17 $7.69 Dawn |Includes Ojibway to Dawn costs
(6) [Panhandle (2014-2015) Panhandle Field Zone -0.621 5.4243 0.4547 0.0439 0.3569 0.8555 $6.28 $7.82 Dawn [Includes Ojibway to Dawn costs
(6) |Panhandle (2010-2017) Panhandle Field Zone -0.621 5.4243 0.4547 0.0439 0.3569 0.8555 $6.28 $7.82 Dawn |Includes Ojibway to Dawn costs
(6) |Trunkline / Panhandle Trunkline Field Zone 1A -0.104 5.9420 0.2212 0.0268 0.2402 0.4882 $6.43 $8.00 Dawn |Includes Ojibway to Dawn costs
(2) |[TCPL Empress to Dawn Empress -1.094 4.9518 1.4550 0.0000 0.2005 1.6556 $6.61 $8.22 Dawn
(6) |TCPL Empress to Union CDA Empress -1.094 4.9518 1.5790 0.0000 0.2040 1.7830 $6.73 $8.38 Union CDA
(1) Unitized Demand Charges, Commodity Charges and Fuel Charges per Maximum Applicable Tariff and include capacity required to flow fuel for downstream pipeline segments
(2) For Reference Only
(3) Toll Estimates used in lieu of official toll for portion of path
(5) Sensitivity Analysis
(6) Existing Union Contract
* indicates path referenced in evidence for this analysis
** The analysis is based on an indicative rate for Rover of $0.80 USD/mmbtu. The analysis does not contemplate potential toll increases arising from factors such as capital cost overruns or pipeline undersubscription.
Assumptions used in Developing Transportation Contracting Analysis:
Average
Annual Gas
Supply Cost| Fuel Ratio
$US/mmBtu | Forecasts
Point of Supply Nov 2017 - | Nov 2018 - Oct | Nov 2019 - Oct |Nov 2020 - Oct|Nov 2021 - Oct]Nov 2022 - Oct| Nov 2023 - | Nov 2024 -] Nov 2025 -|Nov 2026 { Nov 2027 {Nov 2028 -|Nov 2029 -|Nov 2030 -| Nov 20314 Col (D) Col (G)
Annual Gas Supply & Fuel Ratio Forecasts Col (B) above Oct 2018 2019 2020 2021 2022 2023 Oct 2024 | Oct 2025 | Oct 2026 | Oct 2027 | Oct 2028 | Oct 2029 | Oct 2030 | Oct 2031 | Oct 2032 above above
Henry Hub (NYMEX) Henry Hub $3.56 $4.42 $4.89 $5.20 $5.36 $5.51 $5.66 $5.84 $6.17 $6.43 $6.73 $7.04 $7.52 $7.91 $8.46 $6.05
TCPL Niagara to Kirkwall Niagara $3.52 $4.19 $4.52 $4.70 $4.74 $4.66 $4.53 $4.46 $4.60 $5.02 $5.45 $5.94 $6.08 $6.52 $6.75 $5.05 0.15%
Rover Southwest PA $2.88 $3.60 $3.96 $4.16 $4.25 $4.24 $4.13 $3.96 $3.97 $4.32 $4.80 $5.33 $5.48 $5.84 $6.04 $4.46 2.41%
NEXUS / St. Clair Southwest PA $2.88 $3.60 $3.96 $4.16 $4.25 $4.24 $4.13 $3.96 $3.97 $4.32 $4.80 $5.33 $5.48 $5.84 $6.04 $4.46 2.64%
NEXUS/St. Clair (Increase Upper end of toll by 15%) |Southwest PA $2.88 $3.60 $3.96 $4.16 $4.25 $4.24 $4.13 $3.96 $3.97 $4.32 $4.80 $5.33 $5.48 $5.84 $6.04 $4.46 2.64%
Vector (2014 - 2017) Chicago $3.54 $4.28 $4.67 $4.91 $5.09 $5.23 $5.36 $5.47 $5.73 $6.03 $6.29 $6.64 $6.88 $7.31 $7.49 $5.66 0.99%
Michcon (2014-2015) Michcon Generic $3.60 $4.34 $4.73 $4.98 $5.17 $5.31 $5.44 $5.56 $5.82 $6.12 $6.39 $6.74 $6.99 $7.43 $7.61 $5.75 1.86%
Dawn Dawn $3.74 $4.48 $4.88 $5.13 $5.32 $5.47 $5.60 $5.73 $6.01 $6.32 $6.59 $6.95 $7.21 $7.67 $7.86 $5.93 0.00%
Vector (2012 - 2016) Chicago $3.54 $4.28 $4.67 $4.91 $5.09 $5.23 $5.36 $5.47 $5.73 $6.03 $6.29 $6.64 $6.88 $7.31 $7.49 $5.66 0.99%
Alliance / Vector CREC $2.61 $3.34 $3.70 $3.91 $4.10 $4.22 $4.31 $4.41 $4.67 $4.94 $5.17 $5.51 $5.76 $6.17 $6.32 $4.61 5.58%
Panhandle (2012-2017) Panhandle Field Zone $3.34 $4.08 $4.47 $4.71 $4.89 $5.03 $5.15 $5.26 $5.50 $5.78 $6.03 $6.36 $6.59 $7.01 $7.17 $5.42 6.58%
Panhandle (2014-2015) Panhandle Field Zone $3.34 $4.08 $4.47 $4.71 $4.89 $5.03 $5.15 $5.26 $5.50 $5.78 $6.03 $6.36 $6.59 $7.01 $7.17 $5.42 6.58%
Panhandle (2010-2017) Panhandle Field Zone $3.34 $4.08 $4.47 $4.71 $4.89 $5.03 $5.15 $5.26 $5.50 $5.78 $6.03 $6.36 $6.59 $7.01 $7.17 $5.42 6.58%
Trunkline / Panhandle Trunkline Field Zone 1A $3.50 $4.35 $4.81 $5.11 $5.27 $5.41 $5.55 $5.73 $6.06 $6.32 $6.62 $6.92 $7.40 $7.78 $8.32 $5.94 4.04%
TCPL Empress to Dawn Empress $2.97 $3.65 $4.01 $4.24 $4.42 $4.56 $4.68 $4.78 $5.01 $5.29 $5.53 $5.86 $6.10 $6.50 $6.68 $4.95 4.05%
TCPL Empress to Union CDA Empress $2.97 $3.65 $4.01 $4.24 $4.42 $4.56 $4.68 $4.78 $5.01 $5.29 $5.53 $5.86 $6.10 $6.50 $6.68 $4.95 4.12%

Sources for Assumptions:

Gas Supply Prices (Col D):
Fuel Ratios (Col G):

Foreign Exchange (Col K)
Energy Conversions (Col K)
Union's Analysis Completed:

* indicates path referenced in evidence for this analysis

ICF Base Case July 2015 - Updated August 2015 for Exhibit B.T1.Union. TCPL.2
Average ratio over the previous 12 months or Pipeline Forecast

$1US =
1 dth=1 mmBtu =

1.3133
1.055056

CDN

Updated August 2015 for Exhibit B.T1.Union. TCPL.2

Updated August 7, 2015 Bank of Canada Closing



Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.TCPL.3

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, Schedule 5, p. 1

Preamble: Union’s Landed Cost Analysis shows the Point of Supply for NEXUS as
“Southwest PA”.

a) Please confirm that Union utilized the price at Dominion South as a proxy for the gas supply
cost at NEXUS’ receipt point at Kensington, Ohio. If not confirmed, please explain how the
gas supply cost at Kensington was determined.

Response:

Confirmed.
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: 1) Application, Exhibit A, p. 20 of 54, Figure 4-1
i) Application, Exhibit A, p. 21 of 54, Figure 4-2

Preamble: In Reference i), Union provides the sales service and bundled direct purchase
portfolio of Union North as of January 2015.

In Reference ii), Union provides the portfolio for Union South as of January 2015.

a) Please provide the forecast Union North sales service and bundled direct purchase portfolio
for the following dates, assuming all new capacity builds are in-service on the requested in-
service dates.

i. November 1, 2015
ii. November 1, 2016
iii. November 1, 2017

b) Please provide the forecast Union South portfolio for the following dates, assuming all new
capacity builds are in-service on the requested in-service dates.

i. November 1, 2015
ii. November 1, 2016

iii. November 1, 2017

Response:

a) and b) Please see the response at Exhibit B.T2.Union.Staff.12 for Union’s currently projected
2015-2017 upstream transportation portfolios for Union North and Union South.
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 7

The purpose of this interrogatory is to understand the relative importance of incremental
NEXUS capacity in relation to the overall Dawn capacity.

a) Please provide a chart showing the total Dawn (average) capacity for each year 2005
through 2020 (forecast).

b) On the same chart please show the incremental capacity related to the NEXUS pipeline.

Response:

a) and b) Please see Attachment 1 showing the capacity into Dawn from various pipelines for the
years 2005 to 2020, inclusive.

Highlighted in the table on Attachment 1, an expansion of Union’s interconnection at Dawn
(within the Dawn yard) with Vector may be required; however, this may be dependent upon both
the NEXUS project and Rover project being completed.
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Exhibit B.T1.Union.VECC.1
Attachment 1

Capacity into Dawn from Various Pipelines

Peak Day Pipeline Capacity (PJ/d)

Upstream Pipelines

2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017-2020

Vector | 16 | 16 | 16 | 16 | 16 | 16 | 16 | 16 | 16 | 1.6 | 1.6 | 1.6 1.9

Panhandle Pipelines - Ojibway 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

TransCanada (Great Lakes) 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Bluewater | 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3

Enbridge (Tecumseh Storage) | 2.1 2.3 2.3 2.3 2.6 2.6 2.7 2.7 2.7 2.7 2.7 2.7 2.7

St. Clair/Michcon | 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 18

a) Please provide a map which shows the entire Utica/Marcellus Shale basins and identifies
all natural gas processing plants and all transmission pipelines which terminate at
Canadian border points.

b) Please show the proposed Rover Pipeline on this map.

Response:

a) Union does not have the requested map, however please see Attachment 1 for a map of gas
processing plants in the Utica/Marcellus Shale basins (source: www.eia.gov, accessed August
14, 2015). For all pipelines which terminate at Canadian border points, please see the
response at Exhibit B.T1.Union.LPMA.11.

b) Union does not have the requested map, however please see the response at Exhibit
B.T1.Union.FRPO.4 for a map of the Rover Pipeline and the response at Exhibit
B.T1.Union.LPMA.11 for a map of Rover in relation to NEXUS and other existing pipelines.


http://www.eia.gov/
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Exhibit B.T1.Union.VECC.2
Attachment 1

Natural Gas Processing Plants and Transmission Pipelines Map
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 34

a) Please provide the S&T revenue for the St. Clair to Dawn Transportation in each of 2012
through 2014.

b) What is the forecast of S&T revenues currently included in rates?

Response:

a) Please see Table 1 for the S&T revenue for St. Clair to Dawn Transportation.

Table 1
Year 2012 2013 2014
St. Clair to Dawn Revenue $3,394 $3,219 $3,289
$ (in 000’s)

b) The Board-approved revenue included in rates is $2.8 million.
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 43; EGDI Exhibit A, S1, p. 3

a) Union explains that the NEXUS rate will be capped between approximately $.67
US/Dth30 and $.87 US/Dth31 (plus fuel). Please explain how (if) Union will hedge its
exchange risk.

b) Union explains that it has negotiated a rate of $0.77 US/Dth plus fuel, which is between
$0.015 US/Dth to $0.03 US/Dth lower than the rate offered to non-anchor shippers. Please
explain how this discount range was calculated or derived.

c) EGDI appears to have negotiated a reservation rate of 0.70 per Dth which is different than
that of Union (0.77). Does Union understand why EGDI has been able to negotiate a
better deal?

Response:
a) Union does not hedge exchange risk on any purchases of gas supply or transportation costs.

b) Union’s negotiated rate on the greenfield portion of the NEXUS pipeline is $0.635 US/Dth,
which is $0.015 US/Dth lower than the greenfield rate of $0.650 US/Dth offered to Enbridge
who is not an anchor shipper. It is also Union’s understanding that typically this can be as
high as $0.03 US/Dth through discussions with transmission providers.

c) Union and Enbridge have negotiated different paths for their NEXUS capacity. Enbridge’s
route on the NEXUS pipeline, from Kensington to Milford, Michigan, is shorter than Union’s
route on the NEXUS pipeline, which is from Kensington to St. Clair. For a visual
approximation of the routes, please see Exhibit A, page 16, Figure 3-2. Both Enbridge and
Union still require additional transportation beyond the NEXUS transportation to get the
respective supply to Dawn. Enbridge’s route on Vector from Milford to Dawn is longer than
Unions route from St. Clair to Dawn on Union’s system. The total transportation cost for the
Union path to Dawn is slightly lower for Union compared to the Enbridge path to Dawn via
Vector. Given that the Enbridge path is shorter on NEXUS and requires a longer path on
Vector to get to Dawn, Union does not consider this a better deal on NEXUS.
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, pp. 47-51

a) Union has stated that is has not worked with many suppliers operating in the Appalachian
shale basin. What evidence has Union provided in this Application to show that it will be
able to source supply commensurate with the NEXUS capacity?

b) Please explain the significance of the “North American Standard Board base agreements”
with respect to discussions with these new suppliers.

c) Please explain how negotiating firm services will allow Union to purchase gas, on an
interim basis, in the Appalachian basin (pg.51)”.

Response:

a) The Sussex report filed as Exhibit A, Schedule 3, pages 21-33 discusses the robust supply in
the Utica and Marcellus supply basins. The supply risk and mitigation assessment found on
page 61 of that same report states:

“Various third party forecasts support the availability of sufficient natural gas supply for
the duration of the NEXUS contract.”

In addition, please see the response at Exhibit B.T1.Union.Energy Probe.8.

b) Union only purchases gas from suppliers with which it has a North American Energy
Standards Board (“NAESB”) base agreement in place. A NAESB agreement is a contract
between a supplier and Union that ensures a supplier meets credit and legal requirements in
order to conduct business. NAESB contracts are considered to be Industry standard
agreements.

c) Please see the response at Exhibit B.T3.Union.FRPO.24.
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference: Exhibit A

a) What, if any, discussions has Union had with TCPL to provide alternative capacity from
Niagara and in lieu of the NEXUS project.

b) Please provide all correspondence related to these discussions.
c) If no such discussions have taken place, please explain what steps Union has taken to

determine that it has prudently explored alternative capacity options through
Niagara/Chippawa.

Response:

a) Union has not had discussions with TransCanada to provide alternative capacity from Niagara
in lieu of the NEXUS project.

b) Please see the response to a) above.

c) Please see the response at Exhibit B.T2.Union.Staff.17.
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 53

a) Union states that the NEXUS contract results in a commitment in excess of $715 million.
Please show how this figure is calculated. Specifically show the long-term committed
costs which include the impact of the St. Clair to Dawn transportation changes and any
other transportation/supply changes that are expected to occur as a result of this contract
(i.e. show total net committed costs for the 15 year period).

Response:

a) The maximum transportation commitment of $715 million is calculated by using the upper
end of the NEXUS toll of $0.87 US/Dth (calculated in Exhibit A, page 43) over the 15 year
term of the contract:

$0.87 US/Dth x 150,000 Dth/d x 365 days x 15 years = $715 million

When including the $0.035 CDN/GJ St. Clair to Dawn toll (converted to $0.0314 US/Dth),
the calculation is:

(($0.87 US/Dth x 150,000 Dth/d) + ($0.0314 US/Dth x 150,000 Dth/d)) x 365 days x 15 years
= ($130,500 + $4,710) x 365 days x 15 years = $740 million
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UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

a) Please file Union Gas’ most recent Gas Supply Memorandum.

b) Please highlight which aspects of this plan contemplate the NEXUS project.

Response:

a) Please see Attachment 1 for Union’s Gas Supply Memorandum as filed in EB-2015-0010
(2014 Deferrals Disposition), Tab 5.

b) Please see the Gas Supply Memorandum, Tab 5, Section 6.8, Pages 33-34.
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Attachment 1

2014-2015 Gas Supply Plan Memorandum

April 2015
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1. INTRODUCTION

This document provides an overview of the 2014/2015 Gas Supply Plan and includes the
underpinning assumptions and the market context from which it was formed. This includes future
trends that may impact the gas supply plan going forward.

1.1 Overview of the Gas Supply Planning Process

The objective of Union’s Gas Supply Plan is to create an efficient supply portfolio that will
meet the demands of sales service and bundled direct purchase (“DP”) customers, while
meeting the overall gas supply planning principles.

Union’s Gas Supply Plan provides the strategic direction guiding the Company’s long-term
supply acquisition process. The Plan does not commit Union to the acquisition of a specific
supply type or facility, nor does it preclude Union from pursuing a particular supply. Rather,
the Gas Supply Plan identifies the transportation and supply volume requirements to meet
annual, seasonal and peak day demand for sales service and bundled DP customers. Union
recognizes that the gas supply planning process is dynamic, reflecting changing market forces.
Union’s rate setting mechanism and associated gas supply deferral accounts support a direct
pass through of gas supply commodity and transportation costs to ratepayers.

1.2 Summary of Union North and Union South

In Ontario, natural gas is a significant and critical energy source relied on for providing heat
and hot water to homes and institutions, fuelling manufacturing plants and generating
electricity. Approximately 950 PJ of natural gas is consumed annually in Ontario in residential,
commercial, industrial and power generation markets. Approximately 70% of homes in Ontario
use natural gas for heating and producing hot water. These applications operate on demand,
meaning that consumers expect the energy to be readily available to be used when needed.

Home owners in Ontario depend on a reliable supply of natural gas. The natural gas
infrastructure supporting Ontario needs to be robust reflecting the critical role it plays in
Ontario, and flexible to allow Ontario to position itself to secure long-term access to economic
supply in light of the changing North American supply dynamics.

Union serves approximately 1.4 million customers in northern, eastern and southern Ontario
through an integrated network of over 67,000 kilometres of natural gas distribution pipelines.
Total consumption in Union’s franchise areas during 2013 was approximately 555 PJ.

Union operates storage and transmission assets that include 166 PJ of underground natural gas
storage at the Dawn Hub and the Dawn-Parkway transmission system. Union’s Dawn-Parkway
system is an integral part of the natural gas delivery system for Ontario, Québec and U.S.
Northeast residents, businesses, power plants and industry. The Dawn-Parkway system
connects these consuming markets to most of North America’s major supply basins, the largest
area of underground natural gas storage in North America, and the liquid Dawn Hub.

Union’s Dawn Hub has been recognized as a key market hub for the Province of Ontario and
the entire Great Lakes region. The growth of Dawn as an energy hub and the availability of
competitively and transparently priced natural gas supplies and services that come with an
effective and efficient trading hub have benefitted all Ontarians. Dawn is one of the most
physically traded, liquid hubs in North America. The liquidity of Dawn is the result of the



combination of access to underground storage, interconnections with upstream pipelines, take
away capacity to growth markets, a large number of buyers and sellers of natural gas, and price
transparency.

Of the 1.4 million customers that Union serves, over 1.2 million are sales service customers
that rely on Union to provide their gas supply. These customers are primarily residential and
small commercial customers. The remaining customers rely on DP arrangements with
marketers and alternate suppliers to meet their gas supply needs. From a volume perspective,
sales service customers consumed 169 PJ in 2013, while DP customers consumed 386 PJ.

For gas supply planning purposes, Union is divided into two separate operating areas: Union
South and Union North. To serve Union South, Union contracts for transportation capacity on
multiple upstream pipelines to access several supply basins or market hubs. These upstream
pipelines provide access to supplies in Western Canada, Gulf of Mexico, Chicago, the U.S.
mid-continent and the Appalachian shale basins. Union may also serve Union South by
purchasing supply at Dawn. Union South includes four Districts, Windsor/Chatham,
London/Sarnia, Waterloo/Brantford and Hamilton/Halton shown in Figure 1 below.

Figure 1

Union North is located throughout Northern and Eastern Ontario, from the Manitoba border in
the west, to Cornwall in the east. Union North is depicted by the Eastern, Northeast and
Northwest Districts shown in Figure 1 above. Union North is further divided into six delivery
areas for gas supply planning purposes. Five of the six delivery areas align with delivery areas
on the TransCanada Pipeline Limited (“TransCanada”) Mainline. From West (Manitoba
border) to East (Cornwall) these delivery areas are:

e Manitoba Delivery Area (“ MDA”)

e Union Western Delivery Area (“Union WDA”)

e Union North Delivery Area (“Union NDA”)

e Union Sault Ste. Marie Delivery Area (“ Union SSMDA?”)



e Union North Central Delivery Area (“Union NCDA”)

e Union East Delivery Area (“Union EDA”)
The delivery area that does not align is Union’s Manitoba Delivery Area, which is connected to
the TransCanada Mainline at the Spruce interconnect in the Centra MDA by two additional
pipelines (Centra Transmission Holdings and Centra Pipeline Minnesota.

A map of these delivery areas is provided in Figure 2 below.
Figure 2

Today, all of the customers in Union North are served directly from TransCanada interconnects
from the Western Canadian Sedimentary Basin (“WCSB”). Union uses a portfolio of
contracted firm assets including TransCanada long-haul firm transportation, TransCanada
short-haul firm transportation and TransCanada firm Storage Transportation Service (“STS”)
to meet the needs of Union North. In the future, Union anticipates serving a portion of Union
North delivery areas with short-haul firm transportation from Dawn replacing long-haul
transportation from Empress.

Union provides distribution services to all customers, however customers continue to have the
option to either purchase their supply from the utility or arrange supply through a DP
arrangement. Union’s in-franchise customers fall into four distinct categories.

e Sales service: Union acquires supply and transportation capacity for these customers in
Union North and Union South. Sales service demand requirements are included in the
Gas Supply Plan.

e Bundled DP: These customers acquire their own supply with Union providing
transportation options. Currently, Union North bundled DP customers deliver their
supply to Union at Empress and Union uses TransCanada services to bring the supply
to market. In Union South, customers are given a vertical slice (a proportionate amount
of the transportation that Union holds in the Union South portfolio) when they first
choose the DP option. The DP customers then manage this capacity subject to Union’s
DP transportation policies. These customers are included in the Gas Supply Plan.



e Unbundled DP: These customers acquire their own supply and transportation from an
energy marketer and are not considered within the Gas Supply Plan. This service is
available to small residential, commercial and industrial customers.

e Transportation service (or T-Service) DP: These customers acquire their own supply
and transportation and are not considered within the Gas Supply Plan. This service is
available to large contract commercial and industrial customers.

Union performs the role of system operator and supplier of last resort. As system operator,
Union manages many operational factors. These include:
e seasonal balancing requirements for sales service customers;
e weather variances outside of checkpoint balancing for bundled DP customers;
e changes in supply and balancing requirements as customers move between sales service
and DP;
e differences between daily receipts from TransCanada and the demands of all end users
including transportation service customers in the Union North; and,
e unaccounted for gas and compressor fuel variances.

As supplier of last resort, Union is the default supplier to its in-franchise customers. A supplier
of last resort must ensure it has the assets or can acquire the assets to serve customers that
others choose not to serve or fail to serve (e.g. for reason of financial failure), or any customer
who chooses to be a sales service customer and have Union provide gas supply services. DP
customers can revert back to sales service on short notice.

MARKET CONTEXT

2.1 Emerging Supply Sources

North American natural gas markets continue to experience dramatic change. Production from
mature North American natural gas basins is in decline while new production basins have
emerged and continue to grow. While natural gas reserves still exist in mature natural gas
basins, the economics of natural gas production favors new emerging production basins such as
Marcellus and Utica Shale. This shift in terms of where natural gas is being produced is
fundamentally changing how natural gas flows in North America. Figure 3 illustrates
projected flow changes in North America.



Figure 3

Gas Supply Basin Trends

Today shale gas comprises over one-third of all natural gas production in the United States.
Shale gas as a share of total natural gas production in 2013 was 36% in the United States and
15% in Canada. According to the U.S Energy Information Administration (“EIA”) the U.S.
Northeast (Marcellus/Utica) production already surpassed 14 Bcf/d, providing approximately
18% of the total U.S. natural gas production. In its “2014 Annual Energy Outlook” the EIA
forecasts dry shale gas to constitute 51% of U.S. domestic production in 2035. The
Appalachian basin has been one of the most prolific natural gas supply growth areas in North
America. This emerging and abundant supply is located within the Great Lakes region in close
proximity to Ontario and other eastern North American consuming markets.

The rapid increase in natural gas supply has put downward pressure on North American natural
gas prices and volatility. This has impacted market behavior and has driven eastern North
American customers to increase the amount of shale gas supply and decrease the amount of
supply from traditional supply basins requiring long-haul transportation in their portfolios. For
eastern customers that have a choice, these fundamental changes in supply economics will
mean that natural gas supply will increasingly be sourced from cost competitive shale gas in
closer proximity to the market and less from traditional sources.

Marcellus and Utica shale gas present Ontario consumers, including power, industrial,
commercial and residential, with an opportunity to diversify their natural gas supply portfolio
and replace declining WCSB supply. Accessing this new supply will be essential to providing
diversity of supply and affordable energy prices to fuel Ontario’s economic competitiveness.
With new infrastructure, access to these new, proximate and abundant sources of supply can
increase reliability and security for the Ontario natural gas supply portfolio.



2.2 Western Canadian Supply

The majority of Ontario’s natural gas supply needs for the past five decades were met through
the large resources of the WCSB. Natural gas from Alberta was supplied to Ontario on the
TransCanada mainline either across northern Ontario or through the U.S. via Great Lakes Gas
Transmission (“GLGT™). Starting in the 1980’s, other pipelines such as the Northern Border
Pipeline, the Foothills pipeline and eventually the Vector pipeline (2000), were built to
transport WCSB gas to markets east of Alberta, enhancing security of supply and reliability by
providing diversity. Over the past ten years, two key trends have been occurring in Alberta: i)
Alberta traditional production has matured and is in decline; and ii) domestic use of natural gas
in Alberta has increased.

Although shale gas in Alberta and BC is a promising resource with growing production, it is
unclear whether these new supplies will be attracted to Eastern markets or LNG export
markets.

Western Canadian natural gas has been, and continues to be, an important source of supply for
Ontario. However, as a result of the trends listed above, there is a declining amount of
conventional supply available to flow east to Ontario, leaving the TransCanada Mainline and
other pipelines connected to the WCSB increasingly challenged. The lower amount of WCSB
conventional supply available requires new supply sources to support Ontario’s natural gas
supply portfolio. To feed Ontario’s energy-intensive industry, natural gas-fired generators,
businesses and homes, new supply will be required. Union, like other eastern LDCs, is
proactively looking to diversify its supply portfolio with natural gas sourced from other
production basins. Beginning in the mid-2000’s, there has been a trend in the market away
from TransCanada long-haul from Empress to short-haul back to Dawn.

Figure 4 shows the long-haul firm transportation contracts held on TransCanada by customer
category starting in 2004. Between 2005 and 2013, there was a continuous decline in the
amount of long-haul firm transportation contracts on the TransCanada Mainline. Marketers and
end use customers have de-contracted the greatest amount of long-haul firm transportation
capacity at almost 4 PJ/d. As tolls from Empress to eastern markets increased above the
difference in commodity price between Empress and trading points in eastern markets,
marketers de-contracted to seek more economic alternatives.

Since the release of the National Energy Board’s RH-003-2011 Decision, firm long-haul
contracts from Empress on the TransCanada Mainline have increased by approximately 2.3
PJ/d (over 2 Bcf/d). These firm long-haul transportation services have largely been secured by
shippers on a short-term non renewable basis as an alternative to contracting for discretionary
services (IT and STFT) on the TransCanada Mainline until further short-haul capacity from
Dawn to eastern markets is available.



Figure 4

(Source: TransCanada CDE Report — January 2004 to June 2014)

2.3 Natural gas price signals

As the emergence of shale production has increased dramatically since 2007, the increase in
available supply has put downward pressure on natural gas prices. As shown in Figure 5
below, the price of natural gas dropped from a high of nearly $10 USD/mmbtu in 2005 to
current levels under $5 USD/mmbtu.

After the price run up related to the winter of 2013/2014 (driven by widespread cold weather
and hence increased demand), in the near term to 2016, prices of natural gas at Henry Hub are
expected to continue to hover between $4.00-$5.00 USD/mmbtu. This is predominantly driven
by continued increased productivity in shale plays (particularly in the Marcellus), offset by
growth potential in the industrial and power markets. As demand for natural gas rises, the
speed with which producers respond will dictate how much and how quickly gas prices
respond.

In the long-term, between 2020 and 2030, gas prices at Henry Hub are expected to rise to near
$6 USD/mmbtu. This price reflects sufficient incentive for producers to continue to develop
supply sources, while not so high to reduce market growth. Beyond 2030, prices are projected
to continue a gradual increase towards $7 USD/mmbtu, reflecting the increased demand for
natural gas from electricity generators and retirement of nuclear facilities.

These projections, provided by ICF International (“ICF”) in August, 2014, are depicted in
Figure 5.



Figure 5

2.4 Transportation / Pipeline changes

As supply and transportation market options change, so does Union’s gas supply mix and how
gas is transported to Ontario. Unchanged, however, is Union’s application of the gas supply
planning principles and the requirement to ensure secure, reliable supplies to serve its
customers at prudently incurred costs. When Union considers a new supply basin, new
upstream transportation capacity or existing transportation capacity up for renewal, cost
alternatives are considered. The landed cost analysis is completed and filed when a new
transportation path is contracted for, in accordance with the Board-approved EB-2005-0520
Settlement Agreement. The analysis for new transportation paths included in Union’s
2014/2015 Gas Supply Plan will be filed as part of Union’s 2014 Deferral Disposition and
Earnings Sharing evidence (EB-2015-0010, Exhibit A, Tab 4).

Until the 1950’s, Union sourced its natural gas supplies through local Ontario production,
manufactured gas, and imported U.S. supplies. In the late 1950’s, the construction of the
TransCanada Mainline connected western Canadian supplies to eastern Canadian consuming
markets. By the 1990’s, up to 90% of Union’s system supply portfolio was sourced from
western Canada, and was predominantly transported to Ontario via TransCanada. Through the
1990’s, Union introduced more supply diversity into the Union South portfolio to increase
diversity and take advantage of economic supply options from U.S. locations (i.e. Panhandle,
Vector).

Given the changes in flows of gas supply across North America described earlier, and as
discussed in EB-2013-0074 and EB-2012-0433, Union is working to increase the level of
supply diversity in Union North by replacing a portion of long-haul TransCanada
transportation from Empress with short-haul deliveries from Dawn to the Union EDA and



Union NDA. This significant change will afford Union North greater access to Dawn and the
multiple supply basins Dawn connects to, providing security and diversity of supply. This is
discussed in more detail in Section 6.2.

3 GAS SUPPLY PLANNING OBJECTIVES AND PRINCIPLES

The Gas Supply Plan defines the gas supply requirements and the necessary upstream
transportation capacity and assets to meet customers’ annual, seasonal and design day gas delivery.
Union’s Gas Supply portfolio is guided by a set of principles that are designed to ensure customers
receive secure, diverse gas supply at a prudently incurred cost and minimal risk. The principles are
as follows:

Ensure secure and reliable gas supply to Union’s service territory;

Minimize risk by diversifying contract terms, supply basins and upstream pipelines;
Encourage new sources of supply as well as new infrastructure to Union’s service territory;
Meet planned peak day and seasonal gas delivery requirements; and,

e Deliver gas to various receipt points on Union’s system to maintain system integrity.

These principles have been presented to and accepted by the Board on a number of occasions.
Most recently these principles were presented to the Board in Union’s 2013 Cost of Service
proceeding (EB-2011-0210) and the 2013/2014 Gas supply Memorandum filed as part of the 2013
Deferral Disposition proceeding (EB-2014-0145).

Cost is an important consideration in the Gas Supply Plan; however, Union must balance the
benefits of all the attributes of the guiding principles. A description of each guiding principle and
how this balance is achieved, is provided below.

3.1 Ensure secure and reliable gas supply to Union’s service territory

Union has an obligation to ensure its firm sales service and bundled DP customers (i.e.
residential and commercial customers) have access to secure and reliable gas supply sources.
This includes firm upstream transportation contracts to deliver this supply to Union’s franchise
areas. Union also provides a load balancing function for all sales service and bundled DP
customers to manage the seasonal differences between supply and demand. Union’s obligation
IS to provide gas supply and transportation capacity for sales service customers and
transportation capacity for bundled DP customers. To meet this obligation Union uses a
combination of firm upstream transportation contracts, Dawn sourced supply and storage
capacity. Union ensures adequate firm capacity is available on a sustained basis to meet firm
design day and annual demands through transportation capacity contractual rights. This
includes a combination of long-term transportation contracts with third parties, transportation
contracts with guaranteed renewal rights, as well as dedicated Union storage, transmission and
distribution assets.

3.2 Minimize risk by diversifying contract terms, supply basins and upstream pipelines



Union’s current upstream transportation portfolio and related supply are diversified with
respect to supply basin access, gas supply producers and marketers, contract term and
transportation service provider. Union’s approach to diversifying the portfolio of firm assets is
analogous to a prudent investment portfolio where diversity of funds, risk and term are critical
to a successful portfolio.

In Union South, Union utilizes capacity on multiple upstream pipelines to access several
supply basins or market hubs. These pipelines provide access to supplies in Western Canada,
Gulf of Mexico, Chicago, the U.S. mid-continent and Marcellus through Niagara. The Gas
Supply Plan also includes Dawn purchases as part of the Union South supply portfolio. Union
purchases gas from suppliers under a North American Energy Standards Board (“NAESB”)
contract. Union has NAESB contracts with approximately 80 suppliers. The portfolio of
suppliers and upstream transportation contracts provides diversity and reduces the exposure to
price volatility for Union South customers. It also provides Union the flexibility to manage to
its seasonal inventory targets.

Union also manages risk to customers by diversifying the length of the contract terms to
provide flexibility in managing the upstream transportation portfolio. In Union South, contract
terms range from one to fifteen years. Union holds renewal rights on the majority of these
contracts at expiry date. In Union North, Union’s long-haul TransCanada firm contracts renew
on a two year rolling basis. Union is taking steps to introduce Dawn supplies into the Union
North portfolio starting in 2015.

For gas supply purchases, the sales service supply portfolio consists of annual and multi-year
terms, seasonal, monthly, and in rare cases, daily purchases. In addition, Dawn delivered
service in the Union South supply portfolio can be re-sized monthly and annually to manage
changes in demand.

3.3 Encourage new sources of supply as well as new infrastructure to Union’s service
territory

Union continues to seek new sources of cost-effective supplies to serve its customer base either
through accessing new supply sources with existing infrastructure or participating in longer-
term projects to encourage the development of new infrastructure to and through Ontario. The
development of new supply sources and the related infrastructure often require long-term
commitments. In the Board’s EB-2010-0300 / EB-2010-0333 Decision (p. 7), the Board
recognized the role that regulated utilities play in supporting new infrastructure development:

“The Board recognized that the enrolment of regulated utilities for such long term
arrangements would be a necessary and desirable element in new infrastructure
development...”

Union supports the development required to bring new supply sources to or through Ontario.
For example, Union entered into an open season and signed a ten year agreement with
TransCanada for capacity on the Niagara to Kirkwall path effective November 1, 2012. This
path provided Ontario customers with access to supplies from the Marcellus shale basin.

In addition, Union supports the infrastructure required to allow new supply sources to flow to
eastern and northern Ontario. In order for all Ontario natural gas customers to access new
emerging supply, new infrastructure at Parkway and between Parkway and Maple on the
TransCanada Mainline is required. The required infrastructure on Union and Enbridge systems
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has been approved by the Board (EB-2012-0433 / EB-2013-0074 / EB-2012-0451). In its
Decision, the Board stated:

“The project is part of a group of projects, including Enbridge’s GTA Segment A pipeline
and TransCanada’s proposed King’s North pipeline that will facilitate greater flows of
mid-continent natural gas into Dawn for transportation to downstream markets. The
projected benefits of these projects stem from an enhanced diversity of supply, gas costs
savings, and enhanced liquidity at Dawn.”(p.22)

This infrastructure will provide additional diversity to Union North starting November 1, 2015.

3.4 Meet planned peak day and seasonal gas delivery requirements

Inherent in the obligation to meet sales service and bundled DP customers’ gas supply needs is
the requirement to construct a gas supply portfolio that will meet:

e Design day requirements — to provide service to sales service and bundled DP
customers on the day of highest anticipated peak or design day demand in each delivery
area.

e Seasonal/annual requirements — to be able to meet the annual requirements of the
markets while balancing the summer / winter load changes.

A further description of how Union meets these requirements is provided in Section 5.

3.5 Deliver gas to various receipt points on Union’s system to maintain system integrity

The Union South transportation portfolio has delivery points at Dawn, Parkway, Kirkwall, St.
Clair and Ojibway. It is Union’s practice to receive gas at multiple points. This practice
provides two benefits.

First, it maintains system integrity as Union is not reliant on one receipt point for all of its gas
supplies. A system interruption or upset at one receipt point would not cause a complete
supply failure to Union’s system.

Second, delivery to multiple receipt points allows Union to minimize its pipeline facilities in
the area. For example, the delivery of gas at Ojibway enables the Dawn-Ojibway transmission
system to be smaller than would otherwise be necessary to meet design day requirements. In
this case, if Union delivers gas to Ojibway, Union does not have to ship the equivalent volume
from Dawn to Ojibway.

4 GAS SUPPLY PLANNING PROCESS

Union’s Gas Supply Plan is a five-year rolling plan that is prepared annually, with the primary
focus being the first two years. The annual gas supply planning process is summarized at
Appendix A. The Gas Supply Plan is finalized and receives executive approvals in the third quarter
each year.

The Gas Supply Plan identifies the efficient combination of upstream transportation, supply
purchases, and storage assets required to serve sales service and bundled DP customers’ annual,
seasonal and design day gas delivery requirements, while adhering to the planning principles
described earlier. Once the design day demands are calculated, the planning process continues with
a monthly forecast by market of total consumption by each delivery area in Union North and



Union South. The Gas Supply Plan is then used to generate a forecast of natural gas supplies,
transportation and storage services required by Union’s in-franchise sales service and bundled DP
customers. The upstream transportation contracts in the Gas Supply Plan, along with storage
assets, are managed by Union to provide an integrated service to all sales service and bundled DP
customers. The costs for both the supply and the transportation services identified in the Gas
Supply Plan are recovered through commodity, transportation and storage charges.

Union’s integrated supply planning is a complex process that incorporates demand related items
such as customer growth, normalized weather, design day requirements, customer consumption
patterns and economic outlooks. Demands are analyzed relative to Union’s existing system design
and gas supply portfolio (supply and transportation). The firm needs of these customers are
analyzed to ensure the appropriate level of firm transportation and storage assets are held to meet
design day, seasonal and annual demand. The Gas Supply Plan is appropriately sized and there are
no assets in the Gas Supply Plan in excess of those necessary to meet firm customer requirements.

To complete the Plan, Union uses gas supply planning software known as SENDOUT.
SENDOUT, supplied by VENTYX, is a widely recognized gas supply planning tool and is used by
a number of LDC’s in North America. Union has used this software for 27 years and it has been
presented in a number of rate applications since 1987.

Union uses SENDOUT to ensure that the assets incorporated in the Gas Supply Plan meet annual,
seasonal, and design day demands. SENDOUT determines the amount of capacity, supply and
associated costs required to meet customer demands. Union’s five-year Gas Supply Plan includes
the following key inputs and assumptions:

e The design day demand forecast for each Union North delivery area;

e Union’s in-franchise monthly demand forecast based upon customer location, supply
arrangement, storage requirement and service type (excludes Transportation Service and
Unbundled service);

e A monthly commodity price forecast using the same pricing methodology as the Quarterly
Rate Adjustment Mechanism (“QRAM?”) process;

e Upstream transportation tolls in effect at the time the forecast was prepared;

e All upstream transportation contracts held by Union plus existing obligated Ontario deliveries
for the bundled DP market;

e Sales service and bundled DP storage requirements that are cycled completely each year in the
Plan with storage full on November 1 and empty by March 31 assuming normal weather;

e Applicable heating value;

e Sufficient inventory at February 28 to meet the design day requirements for sales service and
bundled DP customers;

e No migration between sales service and bundled DP customers for the term of the Plan. Any
migration is therefore a risk that needs to be managed by Union; and,

e 9.5PJ of system integrity space. This storage space is used in a number of ways to maintain
the operational integrity of Union’s integrated storage, transmission and distribution systems.
The Gas Supply Plan has 6.0 PJ of this space filled with system integrity supply while the
remaining 3.5 PJ is left empty as contingency space.



The outcome of the annual planning process is a five-year plan that provides a monthly volumetric
forecast of supplies (by transportation path) and demands and a monthly forecast of Union’s costs
to serve its sales service and bundled DP customers. The key inputs and outputs of the Gas Supply
Plan are discussed in more detail below.

5 UNION’S 2014/2015 GAS SUPPLY PLAN

The Gas Supply Plan defines the gas supply requirements and the necessary upstream
transportation capacity and assets to meet customers’ annual, seasonal and design day gas delivery.
The key inputs and outputs, as well as the changes, are described in more detail below.

5.1 Design Day

The purpose of the Gas Supply Plan is to determine the appropriate level of assets required
to meet firm customer demands for annual, seasonal and design day requirements. To
create the Gas Supply Plan, Union must forecast the firm customer demand on the design
day as well as annual and seasonal requirements. The main information required to
develop the demand includes weather, firm customer demand, forecast demand growth and
pipe and/or storage assets which are available.

Weather

Union ensures assets are available to provide firm service to customers on an extreme cold
weather day called the Design Day. The design day is measured in heating degree days
(“HDD”). In the gas industry, temperature is translated to hHDD; the colder the
temperature, the higher the HDD. A heating degree day is a temperature 1 degree C below
18 degrees C. Therefore an 18 degree HDD would translate to a temperature of 0 degree C
on average for the day. Union uses the coldest observed degree day for Union South and
each of the six delivery areas in the North.

Firm Customer Demand

The firm customer design day demand is forecast by multiplying the firm use per degree
day factor with the coldest observed degree day.

Union develops a trend line using the daily firm customer consumption from the prior
winter and the associated daily degree day data. Union extrapolates the calculated trend
line to the coldest observed degree day resulting in the estimated design day demand for
each delivery area. An illustrative example of the degree day data and the trend line
calculation for the NCDA is provided in Figure 6 .



Figure 6

Forecast

The design day demand described above is increased by the winter season growth factor
reflected in the demand forecast. This forward looking forecast growth factor is added to
the firm customer demand noted above, to provide a total forecasted design day demand for
each delivery area.

Required Assets

The design day requirements are met by holding storage and transportation capacity.
Design day weather does not occur every year, however, the assets must be available
should that design day occur given Union’s role as the supplier of last resort for sales
service and bundled DP customers.

In order to meet these design day requirements for Union South and Union North, Union
uses a combination of contracted upstream transportation capacity, and Union’s storage,
transmission, and distribution assets. The use of storage assets is more cost effective than
contracting for full, all year firm upstream transportation capacity. Since Union’s storage
and transmission assets reside within its South franchise area, the role of the gas supply
portfolio is different on a design day in Union South than in Union North. The North
design day demand is a direct input into the Gas Supply Plan, while Union South design
day demand is an input into the storage and transmission design day plan.

For March 31, Union assumes that the storage levels will be 0 plus 6 PJ of integrity gas
remaining for both Union North and Union South. Average winter demands are met
through a combination of gas flowing on upstream transportation and storage withdrawals.

The differing methodologies are described below. These methodologies are consistent with
what was reviewed in the Sussex report.



5.1.1 Union South Design Day

Union South design day demand is the total firm requirement of the in-franchise sales
service, bundled, unbundled and transportation service customers in the South delivery
area.

The design day weather condition for the Union South area is based on the coldest
observed degree day experienced in the Union South delivery area. The design degree day
for Union South is 43.1 measured at the London airport.

For Union South, the Gas Supply Plan is focused on purchasing upstream supply and
transportation to meet Union’s annual demand requirements. The annual volume
requirement is divided by 365 days such that the upstream pipe flows at 100% utilization
each day of the year. During times when usage is less than the upstream supply, the excess
supply is injected into storage at Dawn. When demands are greater than the upstream
supply, gas is withdrawn from storage and transported to Union South in-franchise
customers.

The role of meeting the entire design day needs for Union South resides within the gas
storage and transmission system plans. The Gas Supply Plan is only a component of this
broader exercise and only manages the average day supply needs for Union South sales
customers. To meet the design day requirements of Union’s South in-franchise customers,
Union must have sufficient volume of gas in storage for the seasonal and firm design day
demand requirements (storage plan) and sufficient transportation assets to move the
upstream supply and gas out of storage into the transmission pipeline systems and to
markets. The transmission system plan requires Union to have enough transmission assets
to move the firm design day demand from the systems supply points to its customers on
design day. Union’s distribution systems are designed to meet peak day requirements. If the
transmission or storage assets are not sufficient to meet design day and seasonal
requirements, Union will build additional assets or purchase services to meet this shortfall.

Design days do not occur every year, however, the assets must be available should the
design day occur. The resources available to meet Union’s design day in Union South are
shown below in Figure 7.

Although the design degree day of 43.1 has not changed in Union South, the customers’
demands on a peak day have increased. The design day requirements in Union South have
increased from 2,743 TJ/d to 2,868 TJ/d.



Figure 7

Winter 2014/2015 Design Day
Union South Design Day Demand and Resources (T)/day)

Demand

Union South®* 2,868
Supply

Storage at Dawn 1,381
Mon-obligated (e.g. Power Plants) 188
TCPL Empress to Union CDA &7
Trunkline 21
Fanhandle 19
TCPL Niagara 21
Ontario Parkway 359
Alliance/Vector g4
Vector 112
MichCon 11
Ontario Dawn 539
Customer Supplied Fuel 45
Total Supply 2,868

* incdludes Sales Service, Bundled Direct Purchase, T-sendce, Unbundled

5.1.2 Union North Design Day

Union North design day demand is the total firm requirement of the in-franchise sales
service and bundled DP customers in each of Union’s six Northern delivery areas. Union
does not include demand for customers with transportation service contracts as these
customers are required to provide their own transportation services on TransCanada to
Union to provide Union sufficient supply to meet their design day requirements.

The design day weather condition is based on the coldest observed degree day experienced
in each of the six delivery areas. The design degree day for the Northern Delivery areas is
as follows:

WDA 56.1 Thunder Bay

MDA 54.7 Fort Frances

SSMDA 48.2 Sault Ste Marie

NCDA  49.0 Muskoka / Gravenhurst
NDA 51.9 Sudbury

EDA 47.1 Kingston

Even though the winter of 2013/2014 was extremely cold, there were no new heating
degree records set to adjust the ones used from the previous plan.



For Union North, the firm design day demand is a direct input into the Gas Supply Plan.
Union is required to purchase transportation services to move the firm design day demand
from either Parkway (in some cases from Dawn) or Empress to the delivery areas where the
gas is consumed.

Union’s Northern delivery areas are connected to TransCanada’s Mainline and are
physically separated from Union’s Dawn storage and transmission pipeline assets.
Therefore, Union requires upstream transportation services to connect each of the six
Northern delivery areas to a supply source (currently at Empress). From Dawn, additional
transportation services (primarily STS) are required to move gas from storage to the
Northern delivery areas.

The Union North gas supply portfolio ensures there is sufficient, but not excess, firm
transportation services available to meet the firm design day demand requirements in each
delivery area. The full suite of assets is only used in each delivery area when a design or
peak day occurs. Since Union is required to contract for transportation services to meet
design day demand, there are days when the pipe is not fully utilized. Union currently uses
a portfolio of firm services and assets including TransCanada firm transportation,
TransCanada STS firm and other TransCanada services to meet its design day demand
requirement.

Design day shortfalls in this Gas Supply Plan were identified in Union North (4,810 GJ for
the winter of 2014/2015). The design day demands for the 2014/2015 Gas Supply Plan are
based on a trend line using the daily firm customer consumption from the 2013/2014
winter and the associated daily degree day data and the forecast anticipated in the
2014/2015 demand forecast. The shortfall identified was largely due to lower forecast
declines in demand (higher demand than the 2013/2014 Gas Supply Plan). Firm
TransCanada long-haul transportation capacity from Empress to Union NDA has been
acquired to address this design day shortfall.

Figure 8 illustrates what services and assets are relied on in the Gas Supply Plan to meet
design day demand. The design day requirements in UnionNorth have increased from 474
TJ/d to 479 TJ/d.



Figure 8

Winter 2014/2015 Northern Firm Design Day Demand in TJ/day

Delivery Area

MDA WDA SSMDA NDA NCDA EDA Total

Design Day - Heating Degree Day (HDD) 54.7 51.6 48.2 51.9 49.0 47.1
Design Day Demand by Delivery Area 6 99 121 290 40 245 800
Composed of:
T-Service Firm Contract Demand - 18 83 128 3 89 321
Union Responsible:

Bundled Firm General Service Demand 6 81 37 150 37 155 466

T-Service Storage Redelivery Demand - - 13 - - 13
Firm Demand - Union Responsible 6 81 37 162 37 155 479

Capacity & Supply to meet Firm Demand - Union Responsible

Upstream Transportation - Capacity
TCPL Long Haul from Empress 5 37 8 63 9 59 180

Supply - Upstream Transportation

Union 4 30 5 52 6 42 139
Direct Purchase 1 7 3 11 3 17 41
5 37 8 63 9 59 180
Redelivery from Storage
TCPL STS Withdrawals - contracted - 31 35 48 14 69 197
TCPL STS Withdrawals - pooled in/(out) - - (6) 2) 15 (@) -
TCPL STS Withdrawals - flowed - 31 29 46 28 62 197
TCPL S/H from Parkway - - - - - 35 35
- - - - - 35 35
Supply from Upstream Transport & Storage 5 68 37 109 37 155 412
Firm Demand - Union Responsible 6 81 37 162 37 155 479
Supply from Upstream Transport & Storage 5 68 37 109 37 155 412
Excess/(shortfall) by Delivery Area @) @as) (53) (67)
Excess/(shortfall) by delivery area ) @a3) 53) (67)
Supply from Other Sources
Diversions - from Union South transport portfolio
TCPL Empress - Union CDA 1 13 - 53 - - 67

Excess/(shortfall) by Delivery Area

Gas supply flows on the TransCanada long-haul firm transportation to meet Union North
customers’ seasonal and annual average weather normalized demand requirements. As in
Union South, the target is to fill Union North in-franchise storage at November 1 and provide
sufficient inventory at February 28 to meet the design day withdrawal requirement.

5.2 Demand forecast

The Gas Supply Plan for 2014/2015 is based upon the 2015 weather normalized demand
forecast for general service customers and contract rate classes as prepared by Union’s demand
forecasting team. Total bundled customer forecast volumes, including general service
unbundled customers, have increased by approximately 13.5 PJ or 5.5% in Union’s 2014/2015
Gas Supply Plan from what was reflected in the 2013/2014 Gas Supply Plan. Union’s sales
service demands have increased by 13.9 PJ (Figure 9, lines 1, 6, 10, and 14).

The general service forecast has increased by 5.5% in Union South and 3.9% in Union North
for a total increase of 10.0 PJ. This is primarily due to:

e Price elasticity of demand (residential and commercial);
e Commercial customer building operation / energy management; and,
e Commercial building characteristics — new and renovations.



The contract market has increased by 9.3% in Union South and decreased by 9.1% in Union
North for a total increase of 3.6 PJ primarily due to the global economic forces and production
activity at a number of industrial establishments. A comparison of the demand forecast
included in the 2014/2015 Gas Supply Plan relative to the 2013/2014 Gas Supply Plan is
provided in Figure 9.

Figure 9
Union Bundled Customer Forecast Demand
Line 2013/14 Gas 2014/15 Gas
No. Particulars (TJ) Supply Plan Supply Plan Variance % change
(@ (b) ()= (b-a) (d)=(cla)
UNION SOUTH
1 General Service - Sales Service 112,137 122,984 10,847
2 General Service - BT 10,485 10,223 (262)
3 General Service - unbundled 3,391 2,586 (805)
4 General Service - ABC 22,959 21,339 (1,620)
5 Sub-total 148,972 157,132 8,160 5.5%
6 Contract - Sales Service 2,359 3,554 1,196
7 Contract - BT & ABC 42,354 45,328 2,974
8 Subtotal 44,712 48,882 4,170 9.3%
9 Total Union South 193,684 206,014 12,330 6.4%
UNION NORTH
10  General Service - Sales Service 34,664 37,340 2,676
11  General Service - BT 3,876 3,982 106
12 General Service - ABC 7,987 7,002 (985)
13 Sub-total 46,527 48,323 1,796 3.9%
14 Contract - Sales Service 2,151 1,344 (807)
15 Contract - BT 3,662 3,939 277
16 Subtotal 5,813 5,283 (530) -9.1%
17  Total Union North 52,340 53,606 1,266 2.4%
18  Total Union Forecast Demand 246,024 259,620 13,596 5.5%

As noted above on lines 1 and 10, sales service demands for the general service market have
increased by 10.8 PJ in Union South and 2.7 PJ in Union North driven, in part, by estimated
customer attachments in 2015 of 12,989 and 6,103 in Union South and Union North,
respectively, as all growth in the general service forecast is assumed to be sales service. In
addition, in Union South, approximately 20,000 bundled DP customers returned to sales
service supply relative to what was included in the 2013/2014 Gas Supply Plan. A comparison
of the number of sales service and DP customers in the 2014/2015 Gas Supply Plan relative to
the 2013/2014 Gas Supply Plan is provided in Figure 10.



Figure 10

Number of Customers by Service classification - Union South

2013/14 2014/15

Forecast Forecast Variance
Sales Service 928,199 962,746 34,547
Bundled DP 142,241 120,527 (21,714)
Total 1,070,440 1,083,273 (12,833)

For the sales service forecast (the group that Union purchases supply for), the increase in
demand due to return to sales service impacts the total supply that Union must purchase for
both Union North and Union South. For Union North, Union plans for upstream pipeline
transportation capacity for sales service and bundled DP customers so there is no impact to
Union's contracted capacity in the north as a result of return to sales service.

For Union South, Union requires additional supply and transportation capacity to meet
increased demand as a result of return to sales service supply. The incremental supply
requirement is reflected in Union’s 2014/2015 Gas Supply Plan.

The gas supply/demand balance for sales service customers for the 2014/2015 Gas Supply Plan
is provided at Appendix B.

5.3 Transportation Portfolio

Union holds a combination of firm transportation contracts, Dawn sourced supply and storage
capacity to meet the full forecasted annual demand. Firm transportation arrangements provide
direct and secure access to a diverse group of supply basins and hubs in North America.

) Union South

For Union South, Union holds firm transportation contracts and sources supply at Dawn
to meet average annual demand requirements. Union utilizes capacity on many
upstream pipelines to access several supply basins or market hubs. These pipelines
provide access to supplies in Western Canada, Gulf of Mexico, Chicago, the U.S. mid-
continent and Marcellus. The Gas Supply Plan also includes Dawn purchases as part of
the Union South supply portfolio. Figure 11 demonstrates the sources of supply
underpinned by Union’s transportation portfolio for Union South sales service
customers. (A complete list of the upstream transportation contracts is included as
Appendix D)



Figure 11

Union North

In Union North, Union’s plan utilizes various services and transportation capacity to
meet sales service and bundled DP customer annual and design day demands. The
transportation capacity necessary to meet peak day demands on a firm basis exceeds
that required to meet the annual demand requirements.

A detailed listing of the contracts in place to serve Union North annual, seasonal and design
day demands for the 2014/2015 gas year are provided in Appendix C.

The Gas Supply Plan reflects the effective management of TransCanada capacity by:

Using TransCanada STS injection. STS injection is a service that allows Union to
move excess volumes from the North to Parkway and ultimately to Dawn storage in the
summer;

Using TransCanada STS withdrawals in the winter months to serve weather-driven
demands. Gas is withdrawn from Dawn storage throughout the winter and is
transported back to Union North via STS withdrawals without the need for contracting
additional TransCanada FT capacity to that delivery area; and,

Using contractual STS pooling rights to group all of Union’s STS rights serving the
various Union North delivery areas. This provides Union with the flexibility to serve
the individual delivery areas in Union North with gas service in excess of that delivery
area’s specific STS rights.

In addition, Union completes the Gas Supply Plan on an integrated basis in order to manage
costs for all ratepayers. For example, today, Union uses the Union South TransCanada
Empress to Union CDA contract to serve two purposes. In addition to meeting average day
(annual) requirements for Union South as described above, the Empress to Union CDA
contract is also used to meet Union North design day requirements through upstream



diversions that are interruptible in nature but have historically been very reliable. Given the
significant changes to TransCanada’s system operations driven by changing market dynamics,
TransCanada was unable to accommodate certain interruptible upstream diversions that have
previously and consistently been accepted. Therefore, Union is working to replace its reliance
of upstream diversions to meet Union North requirements. This is discussed in more detail
later in this memorandum at Section 6.2.

5.4 UDC in the Gas Supply Plan

In Union North, the upstream transportation capacity (long-haul, short-haul and STS) is first
sized to meet the winter design day demand requirement. The long-haul capacity is also used to
deliver, on each day, the average annual volume to each delivery area. The amount of supply
transported on the upstream long-haul capacity needed to meet average annual demand
requirements is less than the capacity to meet peak day requirements, and therefore, a portion
of Union’s contract capacity is planned to be unutilized during the year. The difference
between total contracted capacity and total demand for both Union North sales service and
bundled DP customers results in unutilized capacity or UDC. The total forecast UDC is 12.1
PJ in the 2014/2015 Gas Supply Plan. If weather is colder than normal and annual consumption
is greater, and if it is economical to do so, Union will use this capacity to meet incremental
supply requirements in either Union North or Union South subject to TransCanada’s
authorization of downstream diversions.

Figure 12 shows the total contracted capacity sourcing supply at Empress relative to the annual
demand and the resulting UDC in the 2014/2015 Gas Supply Plan.
Figure 12

North Transportation Capacity vs Demand
2014/15 Gas Supply Plan

PJ

Total Contracted Capacity (174.9) 63.9
Incremental NDA capacity (4.8 TJ/day) 1.8
Withdrawal from Storage 0.3
less:

Total Annual System Sales demand 38.9

Total Annual Bundled DP demand 14.9
TotalUDC 12.1

In Union South, capacity on multiple different upstream pipelines is utilized to provide service
to meet sales service average and seasonal demands. The Gas Supply Plan reflects the
effective management of these capacities as there is no unutilized transportation capacity
forecast for the 2014/2015 gas year as the Plan forecasts a 100% load factor on all the Union
South upstream transportation.



5.5 Changes in Upstream Transportation Portfolio

The Gas Supply Plan assumes that all capacity currently contracted with renewal rights will
continue to be available in the future. The Plan also excludes the following contracts that have
expired:

» Panhandle Eastern Pipeline — 10,551 GJ/d (one-year term)
* GLGT / Michcon / TransCanada to SSMDA - 6,143 GJ/d
* Union CDA market-based contracts — 53,000 GJ/d (five-month term)

All of these contract expiries were replaced with a similar transportation service. The
2014/2015 Gas Supply Plan identified the following requirements:

* Approximately 75,000 GJ/d of supply is to balance Union South sales service supply and
demands. To meet the Union South sales service supply requirements, Union contracted for
the following capacity:

Capacity GJ/d
Panhandle Eastern Pipeline 10,551
Michcon Pipeline 10,551
Vector Pipeline 26,376
Dawn 27,522
Total 75,000

This represents an incremental 35,000 GJ/d of supply (13 PJ annually) relative to the
2013/2014 gas supply plan. This incremental supply is required due to DP customers
returning to sales service and increased demand as discussed in Section 5.2. Union includes
Dawn supplies in the gas supply portfolio to provide additional diversity and flexibility.
Dawn delivered supplies provide Union access to a robust and liquid Dawn market hub.

» To meet increased design day requirements in Union North, 4,800 GJ/d of firm
TransCanada long-haul transportation capacity from Empress to Union NDA has been
acquired. In addition, Union has contracted for TransCanada capacity from Empress to
SSMDA replacing the GLGT/Michcon/ TransCanada capacity.

* The total transportation requirement from Parkway to Union CDA identified in the Gas
Supply Plan is 84,000 GJ/d, however, the Gas Supply Plan assumes that Union would
renew an existing TransCanada FT contract for 16,000 GJ/d (contract has automatic
renewal rights), leaving an outstanding requirement of 68,000 GJ/d. Union has taken a
permanent assignment of 8,000 GJ/d of Dawn to Union CDA transportation capacity for
the November 2014 to October 2016 time period. The remaining 60,000 GJ/d continues to
be met with a firm exchange from Parkway to Union CDA for the winter period. The total
requirement is a slight increase from the level of 69,000 GJ/d in last year’s plan reflecting
short-term operational conditions. The need for Parkway to Union CDA firm transportation
capacity was identified in early 2011 when TransCanada indicated that Union would need
to contract and pay specifically to transport volumes from Parkway to Union CDA in order
to meet consumption requirements. Historically, TransCanada had not charged for this
service and Union had not had to contract for it. Union described this new requirement in
EB-2013-0109, Exhibit J2.6.



A complete listing of the transportation capacity contracted for Union North and Union South
for the 2014/2015 gas year is provided at Appendix C and D.

In addition to the portfolio changes noted above, Union has reflected the Parkway Delivery
Obligation proposal as filed and approved in EB-2013-0365 and the Vertical Slice changes as
contemplated in EB-2014-0145 in the 2014/2015 Gas Supply Plan.

5.6 Cost of Gas

The Gas Supply Plan for the gas year 2014/2015 was finalized in the third quarter of 2014.
The transportation tolls and gas prices utilized in the development of the Gas Supply Plan are
consistent with those used to set the April 2014 Quarterly Rate Adjustment Mechanism
(“QRAM”) commodity price. Union then established specific prices for each supply location
taking into account the various basis differentials and the foreign exchange rate.

As part of Union’s Incentive Rate Mechanism (“IRM”) Settlement Agreement (EB-2013-
0202), Union indicated in Section 4.7.1, that the cost of gas supply, upstream transportation
and gas supply balancing would continue to be passed through to customers through the
Quarterly Rate Adjustment Mechanism (“QRAM?”). Union reflects updated transportation tolls
and forecast gas commodity in rates through the QRAM process. Variances in actual gas
supply costs and transportation tolls relative to forecast gas supply costs and transportation
tolls reflected in rates are captured in Union’s gas supply deferral accounts. Union includes
the prospective disposition of gas supply related deferral accounts in the QRAM process.

5.7 Bundled DP Customer Assumptions

The Gas Supply Plan includes all bundled DP demand and contracted Daily Contract
Quantities (“DCQ”), and assumes that the number of bundled DP customers remains constant
as of January 1, 2014. Union is unable to predict customer migration between sales service and
bundled DP. Therefore, for the term of the Gas Supply Plan, customers are assumed to remain
with the service they had received effective January 1, 2014.

On an ongoing basis throughout the year, Union continues to monitor the migration between
bundled DP and sales service supply. As customers return to sales service supply, Union
proactively manages the expected supply requirements by filling any pipe that is returned to
Union when the customer returns to sales service supply. In addition, each month, Union
purchases incremental supply for demand that is returned without underlying pipe based on
forecast activity for the balance of the gas year.

Conversely, for customers that migrate to bundled DP, Union facilitates this movement by
displacing planned commodity purchases and allocating upstream transportation capacity, as
per the vertical slice allocation methodology approved in the RP-1999-0017 proceeding. As per
EB-2014-0145, the vertical slice program will be suspended as of November 1, 2014. As
discussed earlier in this memorandum, on a net basis, Union has experienced greater return to
sales service supply.

5.8 Storage

Union owns 166 PJ of storage. Consistent with the NGEIR decision, the allotment of storage
space to in-franchise customers is 100 PJ. For the 2014/2015 Gas Supply Plan, the in-franchise
space requirement is 93.6 PJ. This leaves 6.4 PJ of excess in-franchise space which is



available for S&T short-term sales. This is an increase of 2.2 PJ in the space required for in-
franchise needs when compared to 91.4 PJ in the 2013/2014 Gas Supply Plan. The increase in
in-franchise storage is due primarily to increased demand for Union’s bundled customers.

The in-franchise space of 93.6 PJ is provided to in-franchise customers to meet the storage
requirements of sales service, bundled DP, unbundled and T-service customers. The amount
available to in-franchise customers is based on the storage allocation methodologies approved
by the Board as part of the Natural Gas Storage Allocation Policies Decision (EB-2007-
0724/0725).

The storage space available to sales service and bundled DP customers in Union South and
Union North is determined using the Board-approved aggregate excess methodology. This
method is defined as the calculation of the difference between total winter demand (November
1 through March 31) and the average annual demand for a 151 day period. This method
determines the allocation of storage space based on the following formula:

Aggregate Excess = Total Winter Consumption — [(151/365)*(Total Annual
Consumption)]

5.9 Conclusion

Union continues to establish a Gas Supply Plan that is right sized to meet firm sales service and
bundled customer demands with a diverse, flexible and cost effective portfolio of firm services
and assets. Union’s integrated supply planning process incorporates demand related items such
as customer growth, normalized weather, design day requirements, customer consumption
patterns and economic outlooks. Union plans and contracts for services and assets to provide
an efficient combination of upstream transportation, supply purchases, and storage assets to
serve sales service and bundled DP customers’ annual, seasonal and design day gas delivery
requirements. Union adheres to the gas supply guiding principles to ensure the assets

procured on behalf of customers are robust, secure, diverse and reliable to meet firm customer
demands.

As supply and transportation market options change, so does Union’s supply mix and how it is
transported to Ontario. Union continues to proactively evaluate new supply and transportation
options for Union North and Union South customers. Unchanged, however, is Union’s
application of the gas supply planning principles and the requirement to ensure secure, reliable
supplies to serve its customers at prudently incurred costs.

6 FUTURE TRENDS THAT MAY IMPACT THE GAS SUPPLY PLAN

Union monitors the North American natural gas industry and identifies how trends may impact
Union’s future gas supply portfolio. The market context which Union operates is described above
and includes the emergence of shale gas, the reduction in available WCSB supplies flowing
eastward, and the trend to move from long-haul transportation to short-haul. In addition to these
trends, Union also considers recent industry experience particularly that of the extraordinary winter
of 2013/2014.



6.1 Natural Gas Market Review - EB-2014-0289

Union provided its view of the extremely cold and unprecedented weather conditions
experienced during the 2013/2014 winter causing record demand and record draws on storage
over wide areas of North America. Similar views were shared by others as it related to the
severity of the weather and the drivers for the increased demand and resulting prices. To the
extent that the winter of 2013/2014 was one of the coldest on record, the winter of 2011/2012
was one of the warmest. The ongoing gas supply plan has to be able to meet annual, seasonal
and peak day needs and be flexible enough to be able to manage variances in demand caused
by either colder or warmer than normal weather.

There were suggestions during the Stakeholder Conference that a more mechanistic approach
could be employed across each utility, including increased storage, triggers, what if scenarios
and algorithms. Union relies on internal control points to manage the level of storage required
to meet the needs of bundled customers as well as contractual balancing checkpoints for Union
South bundled direct purchase customers to ensure their storage levels also meet the control
point requirements. These control points and checkpoints ensure the overall system is
physically protected throughout the year. It is an engineering, fact based process that does not
need to change.

Every utility has a different mix of storage and pipeline assets. Trying to employ a common
formulaic algorithm or mechanistic approach is unreasonable and unnecessary. The current
process and procedures have worked very well in both a very warm and a very cold winter.
The plan is a guideline and the utilities always have to manage the variances to the plan. In a
colder than normal winter, Union will always buy more supply than was in the original plan to
supplement the increased demand. The volume and timing will depend on the variance to the
control points and the market operating conditions at the time.

The utilities” primary function is to ensure the physical reliability of their systems and it is
important for utilities to be able to exercise the judgment and knowledge that they have in
managing their portfolio.

6.2 Access to Dawn for Union North

The Settlement Agreement between TransCanada and Enbridge, Gaz Metro and Union results
in access to Dawn for shippers downstream of Union’s system. For Union, this means
customers in the NDA and the EDA.. In order to affect this access, Union entered into the 2015
and 2016 open seasons conducted by TransCanada to provide service from Parkway to the
EDA and Parkway to the NDA. Union’s bids in the open seasons were accepted. Capacity
was also reserved in Union’s own Dawn-Parkway open seasons for 2015 and 2016 on behalf of
sales service and bundled DP customers.

The capacity required in 2015 to serve these contracts includes expansion of Union’s Dawn to
Parkway system (including the Parkway Projects), the Enbridge GTA project, and
TransCanada’s King’s North project. Union’s Parkway Projects and the Enbridge GTA project
were approved by the Board in January, 2014. Additional Dawn to Parkway capacity will be
required for the 2016 volumes of Union and other market participants. In addition, Union
expects that additional facilities will be required on the TransCanada system in 2016. In
tandem with the acquisition of short-haul contract capacity from Dawn, long-haul contract
capacity will be de-contracted; said another way, Union is transitioning existing long-haul



contracts and associated services to short-haul contracts. Quantities being transitioned for the
sales service and bundled DP markets for the Union EDA and Union NDA are as follows:

Figure 14
TransCanada Contract Transitions
TJ/d
2015 2016
Union EDA 100 0
Union NDA 10 100

For 2015, the Union EDA transition includes the reduction of long-haul Empress to Union
EDA transportation of approximately 58 TJ/d and a reduction of STS withdrawals to the EDA
of approximately 42 TJ/d. The total reduction of 100 TJ/d is replaced by 75 TJ/d of short-haul
Parkway to Union EDA transportation and 25 TJ/d of TransCanada’s new Enhanced Market
Balancing (“EMB”) Service. The EMB service, which was introduced as part of the
Settlement Agreement, offers Union a short-haul service with extra nomination windows
similar to the ones included as part of the STS service. It provides flexibility to manage market
fluctuations by including eight nomination windows and is not linked to TransCanada-long-
haul transportation. The Union NDA transition is a reduction of long-haul Empress to Union
NDA transportation of 10 TJ/d, replaced by 10 TJ/d of Parkway to Union NDA transportation.

For 2016, the only transition of long-haul contracts to short-haul contracts for the sales
service/bundled direct purchase portfolio is in the Union NDA. A further 33 TJ/d of Empress
to Union NDA transportation is being replaced by 33 TJ/d of Parkway to Union NDA
transportation.

Also in 2016, Union submitted another bid for 67 TJ/d of Parkway to Union NDA
transportation. This is to eliminate Union’s reliance on upstream diversions on design day to
serve Union North, and is described in the next section.

Union also submitted bids for 2016 service on behalf of North T-Service customers electing for
Union’s North T-Service to Dawn service. These bids were for a total of 29 TJ/d of Dawn
service to Union NDA, NCDA, and EDA.

A summary of Union’s 2015 and 2016 TransCanada bids can be found in Appendix E. Union
will be filing evidence with the Board in the near future requesting approval of rates resulting
from these changes in the gas supply portfolio.

6.3 The Impacts of a Dawn Based Reference Price

As Union and others continue to respond to changing North American natural gas market
dynamics the source of the majority of gas supply serving Ontario is changing. As recent as
1999, Union was sourcing over 80% of its gas supply from the WCSB. By 2018 this number is
expected to be below 20%. In its place, new supplies purchased at Dawn or upstream of Dawn
will find their way to customers, providing benefits to all of Ontario.

As Union’s portfolio changes and more gas is sourced from Dawn rather than Alberta, the
Alberta Border Reference Price currently used for setting Union North commodity may no
longer be an appropriate market price indicator for customers in Union North delivery areas.



For these areas, Union will look at making a Dawn price the reference price. The Alberta
border reference price may still be an appropriate market price indicator for customers in some
northern delivery areas where gas is still expected to be sourced predominantly from Empress
over the near future. In addition, with less gas being sourced from Alberta for Union South in
the future, the Dawn reference price may also be a more appropriate market price indicator for
Union South customers.

In response to the Board’s request for comments in EB-2014-0199, several intervenors,
including IGUA, Energy Probe, City of Kitchener, and FRPO, suggested that reviewing the
implications of adopting a Dawn reference price for QRAM purposes, would be timely. This
was also reiterated by intervenors in the Natural Gas Market Review. Union agrees.

Union is evaluating a change to the reference price to be Dawn-based for those customers
where it is most appropriate and Empress-based for the remaining customers. Union will be
filing evidence with the Board in the near future requesting approval of changes in the
reference price as appropriate.

6.4 Changing Reliance on Interruptible Diversions / Discretionary Services

Given the significant changes to TransCanada’s system operations and experience from the
winter 2013/2014, Union found TransCanada unable to accommodate certain interruptible
upstream diversions they have previously and consistently accepted.

Historically, the use of interruptible upstream diversions on TransCanada, although a
discretionary service, has been reliable. Since the firm capacity had been reserved for the full
path from Empress to Union CDA, gas flowing only a portion of this distance on the same
contracted path was highly reliable. Union has planned for, and utilized, these diversions in its
Union North portfolio for many years without issue. However, in 2013, TransCanada long-haul
transportation contracting and system operations changed such that upstream diversions were
no longer as reliable. Union experienced interruptions of these upstream diversions in
December 2013. Union was able to work with TransCanada on a temporary solution for the
2014/2015 winter, but this solution is at the sole discretion of TransCanada and not guaranteed
to be available on an annual basis.

Going forward, the interruption risk of this discretionary service is too great for Union North
customers. Union cannot plan on upstream diversions as a reliable option for meeting design
day requirements in Union North. Therefore, in order to ensure a reliable, sustainable, and
secure source of supply to Union North markets on design day, Union needs to purchase
incremental firm, renewable transportation capacity to Union North. This includes the
elimination of interruptible upstream diversions by securing November 1, 2015 capacity in
TransCanada existing capacity open seasons for Empress to Union MDA (1 TJ/d) and Union
WDA (11.5 TJ/d) capacity. This increase in the Empress to MDA and WDA capacity will be
offset by an equal reduction in Empress to NDA capacity. In addition, Union has committed to
67 TJ/d of firm, renewable TransCanada Parkway Belt to Union NDA capacity to meet this
requirement, effective November 1, 2016 as described above and reflected in Appendix E.

6.5 Changing TransCanada Renewal Notice

In summer 2013, TransCanada applied to the NEB for a number of changes to their tariff (RH-
001-2013). Among the changes contemplated were amendments to the notice period for



renewals. In the Decision, the NEB increased the current six month notice period to a two-year
notice period. A transition plan was also implemented for shippers with contracts expiring
within the two-year window. Per the transition plan, Union elected renewals for 2015 expiries
at the end of January, 2014; October, 2016 contract expiries were elected in October, 2014.
Contracts will roll forward on a one-year basis, while maintaining the two-year notice
requirement. This is consistent with Union’s own contracting practice.

6.6 Dawn to Parkway Expansion

As described previously, eastern markets, including Union, are seeking to source more supplies
from Dawn. This growth at Dawn will need to be supported by increased capacity on the
Dawn to Parkway System, as well as east of Parkway (as described above). In order to identify
and serve this requirement, Union held an open season in May, 2012 to solicit customer
interest in this path commencing November, 2015. This expansion is part of the Parkway
Projects that were approved by the Board in January, 2014 as part of EB-2012-0433 and EB-
2013-0074.

Union held a second open season in December 2013/January 2014 for incremental interest on
the Dawn to Parkway System commencing November, 2016. Union’s application for these
facilities was filed with the Board on September 30, 2014 under docket EB-2014-0261.

On behalf of the Union sales service, bundled DP customers and T-service, Union has reserved
incremental Dawn to Parkway capacity in both the 2015 and 2016 open seasons; the amount of
capacity reserved was approximately 70 TJ/d and 169 TJ/d respectively. These transportation
capacities, in combination with the incremental TransCanada capacity from Parkway to Union
EDA, Union NDA, and Union NCDA will allow Union’s northern customers to shift supplies
previously sourced from the WCSB to Dawn. Union has executed PA’s with TransCanada for
the 2015 and 2016 TransCanada Parkway to delivery area capacity requirements.

6.7 Burlington-Oakville Project

On the TransCanada system, Union CDA is a TransCanada delivery area that is located at the
eastern end of Union’s Dawn-Parkway System. It is located entirely within the Union South
operating area and is comprised of four city gate stations: Bronte, Burlington, Hamilton Gate,
and Nanticoke. TransCanada supplies a portion of this area while the Union transmission and
distribution system supplies the remainder. Today, Burlington, Oakville, and surrounding
areas are served from Union’s Dawn-Parkway system, deliveries from TransCanada’s
Domestic line, and third-party contracts Union has secured to the Union CDA within the
upstream transportation portfolio.

The method of serving the market today is not sustainable. The availability of Union CDA
capacity (Dawn or Parkway receipts) is limited, as are market-based options. In addition,
market-based contracts do not offer renewal rights, which compromises the reliability and
security of supply and the existing capacity into the Union CDA will not be sufficient to serve
market growth in the Milton, Burlington, and Oakville areas.

Union proposes to meet the growth and address the security of supply needs of the Burlington
Oakville System by constructing new pipeline facilities from the Dawn Parkway System to the
existing NPS 20 Burlington to Oakville Pipeline at the Bronte Gate Station for November 1,
2016 in-service. The estimated cost of capital is approximately $119.50 million. As a result of
this project, Union will no longer require certain TransCanada and market-based contracts it



currently requires to serve the Union CDA. The facilities application for Burlington Oakville
Pipeline Project was filed with the Board on December 12, 2014 under docket EB-2014-0182.

The TransCanada Settlement Agreement also provides clarity on how the Union CDA gate
stations will be served based on the capabilities of the TransCanada system. TransCanada also
recognizes the Burlington Oakville project and the resulting impact on TransCanada delivery
points. Coincident with the implementation of the Burlington Oakville project, Union
recognized the need to contract and pay for TransCanada services to transport volumes from
Kirkwall to the amended Union CDA As such, Union will contract with TransCanada to
provide service from Kirkwall to Hamilton and Nanticoke (collectively referred to as the
Amended Union CDA in the Settlement Agreement) Gate Stations. Union was awarded this
capacity (135 TJ/d) in TransCanada’s 2016 open season. This capacity is reflected in
Appendix E.

6.8 Nexus Pipeline Project

The North American natural gas market continues to undergo significant changes. These
changes have, and will continue to have, far-reaching implications on the Ontario natural gas
market. In recent years, the Ontario natural gas market has experienced decreased reliance on
Western Canadian Sedimentary Basin (“WCSB”) supplies (including near term changes to
reduce reliance on Empress-based supply and long-haul transportation in favour of Dawn-
based supply and short-haul transportation), the emergence of new alternative supply sources
and, changes in the physical flow of gas across and around the province of Ontario. These
continuing changes represent both a challenge and an opportunity for the Ontario natural gas
market.

The Appalachian Basin (Marcellus and Utica supplies) has experienced the most prolific
natural gas production growth in North America. This abundant supply is located within the
Great Lakes region in close proximity to Ontario and other eastern North American consuming
markets. The U.S. Energy Information Administration in its 2014 Annual Energy Outlook
forecasted that shale gas production will represent 50% of total U.S. natural gas production by
2035.

Based on the current ICF forecast, Marcellus and Utica natural gas production will exceed
demand projected for the New England and Mid-Atlantic markets as early as 2016. This is the
primary driver for Marcellus and Utica natural gas producers continuing to aggressively seek
access to other North American markets, including Dawn. With competition for Marcellus and
Utica supply from the U.S. Northeast, Gulf Coast, the U.S. Midwest and the U.S. Southeast,
timing will be critical for the Dawn Hub and Ontario consuming markets to access the prolific
Appalachian shale plays. The opportunity to achieve this connectivity is presenting itself now
as Marcellus and Utica producers are actively looking for new long term markets in which to
sell their production.

A number of projects have been proposed to bring Marcellus and Utica natural gas to Dawn
through Michigan, including NEXUS, ETP Rover and ANR East, and through Niagara,
including expansion of the Tennessee Gas Pipeline system in upstate New York. Connecting
new supply to Dawn of the magnitude required to support major Greenfield pipeline projects,
such as NEXUS and ETP Rover, will require eastern LDCs to contract for capacity as an
anchor shipper. Union has committed to 158 TJ/d of transportation capacity on NEXUS as an
anchor shipper to Dawn. Without the commitment of eastern LDCs, projects of this magnitude
would have to rely heavily on producers to contract for long term capacity or, in some cases,



they may not get built. In the case of NEXUS, eastern LDC commitment provides some
balance between market pull and supply push drivers, providing a greater chance of
subscribing the necessary capacity to support the project and bring benefits to the market at
Dawn. Union will be filing for pre-approval of the NEXUS contracts in the second quarter,
2015.

Ultimately, the combination of new take away capacity and new pipeline connectivity to Dawn
will increase the depth and liquidity of the Dawn Hub, benefiting all Ontario natural gas
consumers through diversity of supply, increased security of supply and access to more cost
competitive supply.

APPENDICES

Appendix A - Gas Supply Planning Process

Appendix B - Sales Service Gas Supply Demand Balance

Appendix C - Union North Detailed List of Transportation Contracts
Appendix D - Union South Detailed List of Transportation Contracts

Appendix E - Summary of Union’s 2015 and 2016 TransCanada New Capacity Open Season
Bids



Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.VECC.10

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, S3, p. 12

a) Please explain the relevance of the Texas Easter Appalachian Lease (TEAL) to the supply
options available for a NEXUS pipeline.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

a) As discussed at Exhibit A, Schedule 3, page 12, the lease by NEXUS on the Texas Eastern
Appalachian Lease (“TEAL”) project will provide NEXUS shippers with additional access to
Marcellus and Utica supply options delivered by natural gas producers in Ohio, West
Virginia, and Pennsylvania via a new interconnection between NEXUS and the Texas Eastern
Transmission, LP (“Texas Eastern”) system at Kensington, Ohio. Specifically, as stated in the
Draft Resource Report filed by Texas Eastern with the FERC in June 2015:

“The TEAL Project will create additional firm pipeline capacity necessary to deliver
950,000 dekatherms per day (““Dth/d’*) of natural gas production from receipt points
in the Appalachian Basin in Texas Eastern’s Market Zone 2 between Berne, Ohio,
and Braden Run, Pennsylvania, to a new connection with the NEXUS Project near
Kensington in Columbiana County, Ohio...The capacity created by the TEAL Project
will be contracted to NEXUS for use as part of the NEXUS Project and will provide
NEXUS shippers with seamless transportation service from the portion of Texas
Eastern’s system extending from Berne, Ohio to Braden Run, Pennsylvania to
growing markets along the NEXUS Project in northern Ohio, southeastern
Michigan, and the Dawn Hub in Ontario.”
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Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference: Exhibit A, S3

a) Based on EIA estimates what is the relationship between proven reserves of the
Utica/Marcellus basin and capacity of the proposed NEXUS pipelines (e.g. how many
years of operation would be required of the line to move proven reserves or equivalent).

b) Please provide the same for the proven/probable reserves.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

a) Sussex assumes the question refers to EIA’s estimate of “proved reserves”. As stated on
Exhibit A, Schedule 3, page 25, the EIA’s aggregate 2013 proved reserves estimate for Ohio,
Pennsylvania, and West Virginia was approximately 64,700 Bcf. Assuming a NEXUS daily
pipeline capacity of 1.5 Bcf/day or approximately 550 Bcf/year and dividing that annual
amount (i.e. 550 Bcf/year) into the proved reserve estimate (i.e. 64,700 Bcf) results in 118
years.

b) Sussex assumes the question refers to the PGC’s estimate of probable resources in the
Atlantic Shale region. As stated on Exhibit A, Schedule 3, page 29, the PGC’s probable
resource in the Atlantic Shale is approximately 328,000 Bcf. Assuming a NEXUS daily
pipeline capacity of 1.5 Bcf/day or approximately 550 Bcf/year and dividing that annual
amount (i.e., 550 Bcf/year) into the probable resources estimate (i.e. 328,000 Bcf) results in
approximately 600 years.
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Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference: Exhibit A, S5

a) What is the effect (directionally) on the basis differential if there is an increase in liquidity

at Dawn due to the NEXUS pipeline?

b) Please recalculate the landed costs analysis for the “TCPL Niagara to Kirkwall” route

using the same basis differential as for the NEXUS routes.

Response:

The following response to a) was prepared by Sussex Economic Advisors, LLC, and the
response to b) was prepared by Union.

a)

b)

A locational basis differential as is discussed in Exhibit A, Schedule 3 is a function of the
difference in natural gas prices between two points. Liquidity and associated metrics are
calculated for a particular point. Therefore, although increased liquidity may provide a more
efficient and transparent price at a particular point, it (i.e. increased liquidity) may not impact
the basis differentials to that point. However, the introduction of incremental pipeline
capacity between two locations will likely impact the basis differential between points (i.e.,
the supply and delivery locations of the new pipeline). In the case of NEXUS, which is
connecting a “supply-long” region to a market region (e.g. Dawn Hub), the introduction of
pipeline capacity is likely to exert downward pressure on the basis differential between the
supply points and the Dawn Hub, all else being equal.

Please see Attachment 1 for the recalculation of the landed cost analysis for the “TCPL
Niagara to Kirkwall” route using the same basis differential as for the NEXUS routes
recalculated by Union. Sussex did not complete the landed cost analysis.



Recalculated Landed Cost Analysis - ""TCPL Niagara to Kirkwall™ (using same basis differential as NEXUS)

Nov 2017 to Oct 2032 Transportation Contracting Analysis

Unitized 100% LF
Basis Demand |Commodity Fuel Transportation | Landed
Differential Charge Charge Charge Inclusive of Cost. Landed
$US/mmBt| Supply Cost |$US/mmBt | $US/mmBt [ $US/mmBt Fuel $US/mmBt Cost Point of
Route Point of Supply u $US/mmBtu u(1)(7) u(l) u(l) $US/mmBtu u $Cdn/G Delivery |Comment
(A) (B) (C) [(B)=Nymex+C (E) (F) (©) =E+F+G | (J)=D+] (K) (L)
(6] TCPL Niagara to Kirkwall Southwest PA -0.954 6.5455 0.2008 0.0000 0.0096 0.2104 $6.76 $7.53 Kirkwall
(3|Rover** Southwest PA -0.954 6.5455 0.8000 0.0000 0.1577 0.9577 $7.50 $8.36 Dawn
* INEXUS / St. Clair Southwest PA -0.954 6.5455 0.8030 0.0000 0.1728 0.9758 $7.52 $8.38 Dawn |Includes St. Clair to Dawn costs
(5]NEXUS/St. Clair (Increase Upper end of toll by 15%) |Southwest PA -0.954 6.5455 0.8984 0.0000 0.1728 1.0712 $7.62 $8.49 Dawn [Tollis $0.77+ $ 0.635*15%. Includes St. Clair to Dawn costs
(6] Vector (2014 - 2017) Chicago -0.103 7.3972 0.1893 0.0018 0.0732 0.2643 $7.66 $8.54 Dawn
(2|Dawn Dawn 0.177 7.6769 0.0000 0.0000 0.0000 0.0000 $7.68 $8.56 Dawn
(6]Michcon (2014-2015) Michcon Generic 0.023 7.5229 0.0663 0.0000 0.1398 0.2061 $7.73 $8.62 Dawn |Includes St. Clair to Dawn costs
(6] Vector (2012 - 2016) Chicago -0.103 7.3972 0.2500 0.0990 0.0732 0.4222 $7.82 $8.72 Dawn
(6] Trunkline / Panhandle Trunkline Field Zone 1A -0.092 7.4075 0.2245 0.0268 0.2995 0.5508 $7.96 $8.87 Dawn |Includes Ojibway to Dawn costs
(6]Panhandle (2012-2017) Panhandle Field Zone -0.377 7.1230 0.3524 0.0439 0.4687 0.8650 $7.99 $8.91 Dawn |Includes Ojibway to Dawn costs
(6]Alliance / Vector CREC -1.067 6.4335 1.6460 -0.3643 0.3593 1.6409 $8.07 $9.00 Dawn
(6]Panhandle (2014-2015) Panhandle Field Zone -0.377 7.1230 0.4579 0.0439 0.4687 0.9705 $8.09 $9.02 Dawn |Includes Ojibway to Dawn costs
(6]Panhandle (2010-2017) Panhandle Field Zone -0.377 7.1230 0.4579 0.0439 0.4687 0.9705 $8.09 $9.02 Dawn |Includes Ojibway to Dawn costs
(2]TCPL Empress to Dawn Empress -0.722 6.7782 1.6246 0.0000 0.2745 1.8992 $8.68 $9.67 Dawn
(6]TCPL Empress to Union CDA Empress -0.722 6.7782 1.7631 0.0000 0.2793 2.0423 $8.82 $9.83 Union CDA

(1) Unitized Demand Charges, Commodity Charges and Fuel Charges per Maximum Applicable Tariff and include capacity required to flow fuel for downstream pipeline segments

(2) For Reference Only

(3) Toll Estimates used in lieu of official toll for portion of path

(5) Sensitivity Analysis
(6) Existing Union Contract

* indicates path referenced in evidence for this analysis

** The analysis is based on an indicative rate for Rover of $0.80 USD/mmbtu. The analysis does not contemplate potential toll increases arising from factors such as capital cost overruns or pipeline undersubscription.
Assumptions used in Developing Transportation Contracting Analysis:
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Attachment 1

Average
Annual Gas | Fuel Ratio
Supply Cost | Forecasts

Point of Supply Nov 2017 -| Nov 2018 - Oct |Nov 2019 -|Nov 2020 -|Nov 2021 -] Nov 2022 - |Nov 2023 -|Nov 2024 -|Nov 2025 -|Nov 2026 -| Nov 2027 -| Nov 2028 -] Nov 2029 -| Nov 2030 -|Nov 2031 -| $US/mmBtu Col (G)
Annual Gas Supply & Fuel Ratio Forecasts Col (B) above Oct 2018 2019 Oct 2020 | Oct 2021 | Oct 2022 Oct 2023 Oct 2024 | Oct 2025 | Oct 2026 | Oct 2027 | Oct 2028 | Oct 2029 | Oct 2030 | Oct 2031 | Oct 2032 | Col (D) above above
Henry Hub (NYMEX) Henry Hub $4.62 $5.43 $6.12 $6.59 $6.81 $6.89 $7.06 $7.23 $7.56 $8.03 $8.44 $8.90 $9.26 $9.62 $9.96 $7.50
TCPL Niagara to Kirkwall Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 0.15%
Rover Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.41%
NEXUS / St. Clair Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
NEXUS/St. Clair (Increase Upper end of toll by 15%) |Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
Vector (2014 - 2017) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Dawn Dawn $4.82 $5.62 $6.29 $6.76 $6.98 $7.07 $7.24 $7.42 $7.75 $8.21 $8.63 $9.08 $9.43 $9.77 $10.09 $7.68 0.00%
Michcon (2014-2015) Michcon Generic $4.70 $5.49 $6.16 $6.62 $6.84 $6.92 $7.09 $7.26 $7.59 $8.05 $8.46 $8.91 $9.25 $9.59 $9.90 $7.52 1.86%
Vector (2012 - 2016) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Trunkline / Panhandle Trunkline Field Zone 1A $4.56 $5.37 $6.05 $6.51 $6.72 $6.80 $6.97 $7.14 $7.46 $7.93 $8.33 $8.79 $9.14 $9.49 $9.83 $7.41 4.04%
Panhandle (2012-2017) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Alliance / Vector CREC $3.69 $4.44 $5.08 $5.54 $5.77 $5.87 $6.04 $6.23 $6.55 $6.99 $7.36 $7.78 $8.09 $8.39 $8.67 $6.43 5.58%
Panhandle (2014-2015) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Panhandle (2010-2017) Panhandle Field Zone $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
TCPL Empress to Dawn Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.05%
TCPL Empress to Union CDA Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.12%

Sources for Assumptions:

Gas Supply Prices (Col D):

Fuel Ratios (Col G):

Transportation Tolls (Cols E & F):

Foreign Exchange (Col K)

Energy Conversions (Col K)

Union's Analysis Completed:

* indicates path referenced in evidence for this analysis

ICF Base Case Jan 2015

Average ratio over the previous 12 months or Pipeline Forecast
Union Tolls in Effect Jan 2015

$1US =
1 dth =1 mmBtu =

1.1762
1.055056

CDN

Source: Jan 2, 2015 Bank of Canada Closing

Updated August 2015 for assumed Niagara basis differentials at Southwest PA for Exhibit B.T1.Union.VECC.12 a)



Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T1.Union.VECC.13

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  Exhibit A, p. 40; EGDI Exhibit A, T3, S1, p. 24

a) Please explain why the landed cost analysis summary of Union as compared to EGDI is
significantly different.

Response:

The following response was prepared by Sussex Economic Advisors, LLC.

Please see Exhibit A, Schedule 3, pages 42-47 for a detailed discussion of the landed cost
approach developed by Union and Enbridge, including the similarities and differences of each

approach.

Since there are different assumptions used by Union and Enbridge (e.g. the source and timing of
the natural gas price forecasts), the results reflect the differences in assumptions.
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Answer to Interrogatory from
Vulnerable Energy Consumers Coalition (“VECC”)

Reference:  EGDI Exhibit A, T3, S1, p. 32; Union Exhibit A, pp. 15-18

a) The evidence is unclear as to whether the pathway chosen from NEXUS to Dawn is
different as between Union and EGDI. Please provide a single detailed map showing the
delivery point of the NEXUS pipeline (Willow Run) and the Dawn delivery point for each
of the two utilities.

b) If there are differences in the route chosen between Willow Run and Dawn please provide
a table which shows each toll segment between the receipt point of the NEXUS pipeline
and the receipt point of Dawn.

c) If there are differences in the route, please explain and contrast why each utility has
chosen its respective route.

Response:

a) Exhibit A, page 16, Figure 3-2 illustrates the unique paths that Union and Enbridge have each
negotiated. The greenfield portion of the NEXUS Pipeline from Kensington to Willow Run is
common between both companies. Union’s path then goes from Willow Run to St. Clair (on
DTE pipelines), at which point the gas enters the Union system for transport to Dawn.
Enbridge’s path goes from Willow Run to Milford (on DTE pipelines but a different path than
Union on DTE) at which point Enbridge will then use Vector capacity from Milford to Dawn.

b) For more information on NEXUS shipper tolls, please see the responses at Exhibit
B.T1.Union.LPMA.5 ¢).

c) Please see the response at Exhibit B.T1.Union.LPMA.5 b).
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Answer to Interrogatory from
Board Staff

Reference: Exhibit A/ Page 11/ Lines 1-13

Union explains that the NEXUS capacity will allow it to displace Western Canadian
Sedimentary Basin (WCSB) supplies that are becoming less economic over time. Union further
indicates that the NEXUS capacity will replace an Alliance Pipelines contract and TransCanada
long-haul transportation contracts serving Union North and South.

a) In its assessment of the landed costs for the NEXUS alternative, has Union included the cost
impact of any capacity turnback related to TransCanada’s Mainline and Alliance Pipelines
tolls?

b) If there are capacity turnback costs related to the discontinued pipeline capacity, has the
corresponding cost impact on Union’s ratepayers been assessed? If not, please quantify these
costs and update the landed cost assessment to include these costs. Please include all
assumptions used.

Response:

a) The financial impact of various parties de-contracting TransCanada long-haul transportation
has already been contemplated in the NEB RH-001-2014 Settlement Agreement. The
Settlement Agreement allowed for the conversion from long haul (supply from Empress) to
short haul (supply from Dawn), driven by a desire to gain more access to Dawn. The toll
impact on TransCanada takes the transportation charges into account, including Union’s shift
from Empress to Dawn. The decision to contract upstream of Dawn does not impact
TransCanada’s rates.

b) There are no capacity turnback costs as a result of the discontinued pipeline capacity. For
more detail, please see the response to a) above.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A/ Page 11/ Lines 1-13
Union states that once conversion of TransCanada long-haul transportation from Empress to
short-haul transportation from Dawn has been completed customers in Union North will have

access to supplies at Dawn including supplies from NEXUS.

Will all areas in Union North have access to NEXUS supply, for example, Union MDA and
Union WDA?

Can Union diversify the Union North portfolio without having to contract for NEXUS capacity?

Response:

When looking at supplying the North from Dawn, it is only economic to supply the recently
proposed Northeast Zone (NDA, NCDA and EDA) from Dawn. All other Northern delivery
areas are currently more economical to serve from Empress. Therefore, NEXUS supply is only
being secured for the Union NDA, Union NCDA and Union EDA sales service customers in
Union North.

Union can diversify the Union North portfolio without contracting for NEXUS capacity. This
would result in incremental purchases at Dawn to meet the need. Should Union not contract with
NEXUS this could result in the NEXUS project not moving to completion. This would add
incremental demand without additional supply to Dawn and would reduce liquidity and
negatively impact all Ontario consumers. Please see the responses at Exhibit B.T1.Union.Staff.5
and Exhibit B.T2.Union.Staff.17.
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Answer to Interrogatory from
Board Staff
Reference:  Exhibit A/ Page 28 / Lines 1-12

Union states that it chose to bid for 150,000 Dth/d of NEXUS capacity which was the minimum
volume required to qualify as an “anchor” shipper.

a) Did Union bid the 150,000 Dth/d in order to meet its projected demand or was it because it
wanted to be an “anchor” shipper?

b) Can Union explain how Enbridge was able to achieve “anchor” shipper status when it only
contracted for 110,000 Dth/d?

Response:

a) In order to benefit from the rate and rate-related incentives offered to anchor shippers, Union
bid 150,000 Dth/d (158,258 GJ/d) to meet this minimum requirement. The quantity also fits
well within the gas supply plan given the termination of the Alliance contract and other
changes. This capacity will be used to meet sales service customer demands.

b) Enbridge does not have anchor shipper status on the NEXUS project as their contracted
volume of 110,000 Dth/d did not meet the minimum threshold of 150,000 Dth/d.
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Answer to Interrogatory from
Board Staff

Reference:  Exhibit A / Page 31/ Figure 5-2

The figure shows the Union South Portfolio as of January 2015 and November 2017 (assuming
that the OEB approves the present application).

Please provide a table that shows all upstream transportation capacity that Union has contracted
to Dawn as of November 1, 2015 and November 1, 2017 (assuming they receive pre-approval of
the gas consequences associated with the NEXUS transportation agreement).

Response:

The upstream transportation capacity that Union has contracted is attached (please see
Attachment 1). The capacity contracted to or through Dawn as of November 1, 2015 and
November 1, 2017 is summarized on line 39.

Assumptions applicable to the table provided:
- TransCanada and Union 2015, 2016 and 2017 Parkway to Maple and Dawn Parkway
System builds, respectively, are in service as planned.
- NEXUS is in service November 1, 2017 and the NEXUS contract cost consequences are
approved.
- Union Gas will renew 21,101 GJ/day of Panhandle, 21,101 GJ/day of Trunkline, and
84,405 GJ/day Vector contracts currently expiring in 2017

The final portfolio will deviate from this projection as Union will evaluate transportation
alternatives when making renewal decisions as contracts expire. Also, the portfolio may change
as a result of switching to/from sales service, customer elected turn-back of upstream capacity, or
changes in forecasted demands.
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UNION GAS LIMITED
Summary of Upstream Transportation Contracts
At November 1 of Each Year

. Primary Receip
Upstream Pipeline a eceipt

Point

Northern and Eastern Operations Ar: @
TransCanada Pipeline
Empress to Union NCDA FT Empress
Empress to Union EDA FT Empress
Empress to Union NDA FT Empress
Empress to Union WDA FT Empress
Empress to Union SSMDA FT Empress
Empress to Union MDA FT Empress
Parkway To Union NCDA * Parkway
Parkway To Union EDA * Parkway
Parkway To Union NDA * Parkway

Total North
NEXUS
NEXUS Kensington

Primary Delivery
Point

(b)

Union NCDA
Union EDA
Union NDA
Union WDA

Union SSMDA
Union MDA
Union NCDA
Union EDA
Union NDA

St. Clair (Union)

*NEXUS - Total (uses Parkway Shorthaul in lines 7-9 to deliver supply to EDA/NDA/NCDA)

Southern Operations Areas

TransCanada Pipeline

Empress to Union CDA FT

Niagara to Kirkwall FT
TCPL FT - Total

Empress
Niagara

Alliance Pipelines/Vector Pipelines

Alliance Northern Alberta
Alliance (L.P.) Cdn/US Interconnect
Vector (L.P.) FT1 Chicago
Vector Canada FT1 Cdn/US Interconnect

Alliance/Vector - Total

Panhandle Eastern Pipe Line Field Zone

PEPL FT Panhandle Field Zone
PEPL FT Panhandle Field Zone
PEPL - Total

Trunkline Gas Company/Panhandle Eastern Pipe Line
Trunkline FT East Louisiana

PEPL EFT Bourbon
TGC/PEPL FT - Total

Vector Pipelines

Vector (L.P.) FT1 Chicago

Vector Canada FT1 Cdn/US Interconnect

Vector - Total

Market Based Transportation
Dominion South Point to Dawn
Market Based Transportation - Total

Dominion South Point

DTE
Michcon to St. Clair
DTE - Total

Michcon Generic

NEXUS
Nexus
Nexus - Total

Kensington

Uncommitted
Uncommitted Pipe - To Be Determined TBD
Uncommitted - Total

Total South

South Upstream Transportation Capacity to or through Dawn System

Dawn - Lines 20, 23, 26, 29, 31, 33, 35

Union (Parkway) - Union CDA

Kirkwall (Union)

Cdn/US Interconnect

Vector
Cdn/US Interconnect
Dawn (Union)

Ojibway (Union)
Ojibway (Union)

Bourbon
Ojibway (Union)

Cdn/US Interconnect
Dawn (Union)

Dawn (Union)

St. Clair (Union)

St. Clair (Union)

TBD

Daily
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Forecasted Quantity |

] 2015 2016 2017
Units - - =
(c) (d) (e) )]
GJ 10,756 10,095 9,208
GJ 1,270 1,089 1,089
GJ 53,445 10,044 10,044
GJ 51,407 51,407 51,407
GJ 8,843 8,843 8,843
GJ 5,565 5,565 5,565
GJ 0 0 2,000
GJ 57,831 57,831 57,831
GJ 10,000 43,000 43,000
GJ 199,117 187,874 188,987
Dth - - 50,000
GJ - - 52,753
GJ 67,327 12,500 11,000
GJ 21,101 21,101 21,101
GJ 88,428 33,601 32,101
10°m2 2,266.2 - -
MCF 80,000 - -
DTH 80,000 - -
GJ 84,405 - -
GJ 84,405 0 0
DTH 27,000 27,000 27,000
DTH 10,000 0 0
GJ 39,037 28,487 28,487
DTH 20,467 20,467 20,467
DTH 20,000 20,000 20,000
GJ 21,101 21,101 21,101
DTH 106,000 105,000 80,000
GJ 111,836 110,781 84,404
GJ 111,836 110,781 84,404
Dth 20,000 - -
GJ 21,101 - -
Dth 10,000 60,000 -
GJ 10,551 63,303 -
Dth - - 100,000
GJ - - 105,506
GJ 25,500 120,998 111,536
GJ 25,500 120,998 111,536
GJ 401,959 378,271 383,135
GJ 288,031 223,672 239,498

Note: Capacity reported includes capacity temporarily assigned to Union customers, excludes North T-Service from Dawn capacity and redelivery assets
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  A/3/1 page 20/ line 10

Please explain the role played by the NEB-approved TransCanada Mainline Settlement
Agreement in the Union’s decision to sign the Precedent Agreement with NEXUS?

Response:

Without the TransCanada Settlement Agreement allowing for the conversion of long-haul
transportation (from Empress) to short haul transportation (from Dawn), Union would not have
been able to transport Dawn-based supplies to points north and east of Parkway. Union may
have been able to commit to part of the 150,000 Dth/d of capacity to serve Union South
customers only. However, Union North customers would not have been able to receive the
benefit of Dawn-based supplies.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A / Page 31/ Figure 5-2

The figure shows the Union South Portfolio as of January 2015 and November 2017 (assuming
that the Board approves the present application).

a) How much transportation capacity will Union continue to hold on Vector pipeline as of
November 1, 2015?

b) Does Union plan to displace any Vector capacity for capacity on NEXUS?

Response:

a) As of November 1, 2015 Union will hold 196,241 GJ/d of Vector capacity from Chicago to
Dawn. When the Alliance capacity (and corresponding Vector capacity to transport Alliance
gas to Dawn) expires on November 30, 2015, Union will have 110,781 GJ/d of Vector
capacity post November 30, 2015.

b) A portion of the NEXUS capacity will replace the 84,404 GJ/d Alliance/Vector capacity that
expires on November 30, 2015.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  Exhibit A / Page 40/ Figure 5-5

The figure shows the landed cost analysis for various alternatives to NEXUS. One alternative is
simply to purchase gas supply at Dawn (option 6).

What assumptions did Union make for this option in terms of incremental supply to Dawn? For
example, did it assume that the Rover project was constructed or did it assume that NEXUS was
built, but Union didn’t contract for capacity - or did it assume the status quo? Please explain the
option of purchasing at Dawn fully.

Response:

The landed cost analysis summarized in Exhibit A, Figure 5-5, page 40, uses forecasted
commodity prices from ICF’s January 2015 Base Case. Union itself does not make assumptions
in the landed cost regarding forecasted gas commaodity prices, but rather relies on ICF to provide
the forecasts. ICF makes assumptions within its models based on the best available information
at the time, including announced or potential infrastructure projects. It is Union’s understanding
that the ICF model assumes that incremental capacity is built from the Marcellus/Utica to
Michigan and Dawn but is not necessarily identified with a specific project.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference: Exhibit A / Page 15/ lines 8-12

Union states that instead of supplies flowing on DTE to Vector, they will flow on the DTE
system to the International Border and then using the St. Clair to Dawn facilities.

Are there currently any volumes flowing to Dawn using on the St. Clair to Dawn facilities? If
yes, what are the volumes and what upstream transportation capacity is being used to deliver gas
at St. Clair?

Response:

Starting November 1, 2014 Union holds 10,000 Dth/d (10,551 GJ/d) of DTE transportation
capacity to flow sales service supply purchased at Willow Run/Michcon Generic (the supply
acquisition point) to the international border at St. Clair and then into Ontario.

In addition, Union sells transportation capacity on the Canadian side of the border for other
shippers that want to get gas to Dawn using this path. Sales of transportation are very dependent
on the market conditions and contracts are typically for the day, month or season.

As can be seen in Exhibit B.T1.Union.APPrO.2 b), the January 1, 2014 to March 31, 2014 St.
Clair to Dawn actual flows averaged 210,600 GJ/d, while the April 1, 2014 to December 1, 2014
averaged 9,100 GJ/d. Further, from January 1, 2015 to March 31, 2015 flows averaged 186,600
GJ/d.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A / Page 14 / Lines 3-6

Union has indicated that the NEXUS project will transport Marcellus and Utica shale gas to
customers in Ontario. Union plans to transport the gas to Dawn through St. Clair Pipelines.

As an alternative to NEXUS, could Union import Marcellus and Utica shale gas volumes into
Ontario through any existing infrastructure? If yes, please provide the details.

Response:

Existing infrastructure that could move Marcellus and Utica natural gas supply into Ontario
would be Panhandle Eastern Pipeline. Without incremental infrastructure the amount of supply
available to be transported through existing infrastructure is very limited (35 TJ/d or less). Any
incremental supply to Ontario from the Marcellus and Utica production zones through the Dawn
Hub or Niagara will require additional pipeline facilities to be constructed as described in more
detail below.

With respect to Niagara, it is important to understand how the volumes that now flow into
Ontario from the Marcellus evolved. TransCanada, Union and the U.S. upstream pipelines
(Tennessee Gas Pipeline, Dominion Transmission and National Fuel Gas) had various open
seasons throughout 2009 and 2010 (please see the response at Exhibit B.T4.Union. TCPL.8 for
further open season detail) that would allow for the reversal of flow that traditionally
TransCanada had moved through Niagara into the U.S. (i.e. exports to the United States). These
open seasons were completed during the early stages of Marcellus development and forecasts of
its growth and potential were not nearly as robust as they have become over time.

These 2009 and 2010 open seasons resulted in commitments from the Marcellus producing zone
to Niagara largely by producers as well as commitments on the Union and TransCanada systems
to move gas to Kirkwall and beyond (including Union’s contract on the TransCanada system for
21,101 GJ/d from Niagara to Kirkwall). Those commitments supported infrastructure projects in
Canada and the United States and the development of new services (such as Union’s M12-X
transportation service). The facilities at Niagara were able to import and deliver about 0.4 PJ/d
from Niagara to Kirkwall starting on November 1, 2012. Union Gas was the first consumer
based shipper to purchase gas and ship it from Niagara to Dawn starting in 2012 — and will be
the only consumer based purchaser until additional volumes start to flow in 2015.
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This capacity stayed steady until further open seasons in 2013 and 2014 (after Union had already
entered the NEXUS open season) that would ultimately lead to expansions into Niagara and
Chippawa of a further 1 PJ/d (for a total of approximately 1.4 PJ/d) in the 2015/2016 time period
(also refer to Exhibit B.T1.Union.FRPO.1). These open seasons on the U.S. pipeline systems to
feed Niagara and Chippawa were supported predominantly by producers. A large portion of the
TransCanada Niagara to Kirkwall capacity is also supported by producers (including through
arrangements with marketers).

The initial capacity provided by the U.S. pipelines to transport gas from the Marcellus to Niagara
required modifications to the existing system to reverse flow and relatively limited new facilities.
However, as more capacity is added to access Niagara in 2015 and 2016, the facilities required
become more complex (including construction from some of the U.S. pipeline systems into the
producing areas). TransCanada and Union were in a similar position. In fact, Union was able to
repurpose Dawn to Kirkwall turnback and resell Dawn to Parkway capacity through C1 Kirkwall
to Parkway transportation services and M12-X transportation services with only modifications to
the Kirkwall Custody Transfer Station required.

It is Union’s understanding that with the current commitments, the upstream pipelines that
provide supply to Niagara are largely sold out and significant incremental infrastructure would
be required to import any substantial additional Marcellus and Utica natural gas into Ontario
(beyond 2015/2016) at Niagara or Chippawa. Union expects that significant incremental
infrastructure would also be required on the TransCanada system to move natural gas from
Niagara further into Ontario (beyond the current 2015/2016 volume of 1.4TJ/d).

With respect to Dawn, Union and others entered the November 2012 NEXUS open season to
support large scale infrastructure that would diversify the access to Marcellus and Utica
production by bringing significant new supply to Dawn from the Utica production zone, which
was not readily accessible from Niagara. Like all significant greenfield infrastructure projects,
the lead development time can be well in excess of 3 years. Due to this, commitments must be
made early by signing firm precedent agreements that will allow project proponents to start to
develop the project fully and commit to significant expenditures for the necessary planning,
routing, engineering and environmental analyses. Union continued working towards a binding
precedent agreement with NEXUS throughout 2013 and into early 2014. A binding Precedent
Agreement was executed at a point in time when Union had firm knowledge of its
Alliance/Vector de-contracting and the Settlement Agreement between TransCanada and Eastern
LDCs was approved. This allowed Union, with a high degree of confidence, to commit the
ultimate level of volume it could make on behalf of its Union South and Union North customers
on NEXUS. Without the Settlement Agreement specifically, Union could not have been
confident on TransCanada being able and willing to build the infrastructure necessary for
incremental volumes to flow through Parkway into points east and north, whether from Dawn or
points upstream of Dawn.
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The construction of the NEXUS pipeline would dramatically increase the accessible paths to
Ontario from the Utica and Marcellus production zones. The Kensington processing plant at the
commencement of the NEXUS greenfield pipeline provides a different and diverse supply source
which is predominantly Utica gas but could have access to other major pipelines in the area
(including natural gas from the Marcellus and other producing basins). Given the location of the
NEXUS pipeline, the intermediate connections at Kensington and access to other pipelines that
are directly connected at the extension of NEXUS at Clarington provide tremendous diversity
and security of supply. In addition, the NEXUS pipeline can access multiple supply points
between Kensington and Dawn, including those on the DTE system (such as Willow Run).

The NEXUS project has committed capacity to Dawn of approximately 0.8 PJ/d. This is
comprised of the Union and Enbridge volumes (273 TJ/d) as well as about 523 TJ/d committed
by other shippers (mostly producers). When considering the transportation capacity committed
to Niagara, of up to 1.4 PJ/d by 2016, as well as the commitment of approximately 0.8 PJ/d on
the Nexus pipeline, over 2 PJ/d of transportation capacity is available to access Marcellus/Utica
supply. Rover pipeline transportation capacity into Dawn will increase the level of access to
Marcellus and Utica production. This shows that both Marcellus volumes through Niagara and
Marcellus/Utica volumes through Dawn (Rover and NEXUS) are being supported and that there
is a balance in volumes in both paths. This will help offset the decreased volumes from Western
Canada via TransCanada and Alliance/Vector.

While much of the NEXUS project involves greenfield pipeline construction, NEXUS is making
efficient use of existing infrastructure to transport natural gas through Michigan and into Dawn.
Union has contracted for a transportation service from Kensington, Ohio to the Union St. Clair
point at the international border and interconnection between the DTE and Union systems.
Nexus has contracted with DTE to utilize existing infrastructure to provide its transportation
services from Willow Run, Michigan to Union St. Clair. Union will then use its existing St.
Clair to Dawn pipeline to transport gas to the Dawn Hub. NEXUS has also contracted with DTE
to utilize existing infrastructure to provide transportation from Willow Run to Vector at Milford,
Michigan and has contracted with VVector to provide transportation from Milford to the Dawn
Hub. Enbridge has contracted for its transportation service from Kensington, Ohio to Milford
and then will use existing VVector capacity to transport gas into Dawn.

As discussed further in Exhibit B.T1.Union.LPMA.8, the NEXUS pipeline is expected to
enhance the liquidity of the Dawn Hub. New pipelines connecting new production areas to
Dawn increase security of supply and reliability, and create more competition at the Dawn Hub.
Facilitated by the Settlement Agreement between TransCanada and the Eastern LDCs, Ontario
and Québec customers have supported a significant amount of infrastructure development within
Ontario from 2015 through 2017 on the Enbridge, Union and TransCanada systems in order to
increase access to the Dawn Hub and to the Niagara/Chippawa receipt points. On Union’s
system alone over 1.3 PJ/d of incremental pipeline capacity is proposed to be placed into service
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on the Dawn Parkway System by November 2017. In addition, Union, through a settlement
agreement, has made a commitment to move the Parkway Delivery Obligation for its in-
franchise customers (once over 600 TJ/d) to Dawn. Maintaining and growing the liquidity of the
Dawn Hub should remain a focus for Ontario customers (and others).

Recently, the importance and value of diversity of supply has been highlighted by an unplanned
shutdown of the Alliance Pipeline in August 2015 due to high levels of hydrogen sulfide gas in
the natural gas stream (hydrogen sulfide is very poisonous). Alliance Pipeline reduced flows
from Western Canada to Chicago from approximately 1.4 Bcf/d to zero from August 7 to August
13, 2015. Having multiple pipeline connections to a variety of production areas and liquid
markets, access to approximately 1 Tcf of regional storage, a deep market of over one hundred
buyers and sellers of natural gas and price transparency, allows Dawn to continue to provide
natural gas supply to Ontario, Québec and northeastern U.S. markets when upstream
transportation and supply is disrupted.

Interestingly, by 2017, Enbridge and Union will have contracted for approximately 273 TJ/d of
Nexus pipeline capacity into Dawn and will combine to bring over 221 TJ/d from Niagara into
Ontario. This will provide further diversity for Ontario and have some balance in its access to
Marcellus and Utica production. The opportunity that the NEXUS pipeline provides should not
be viewed as development of NEXUS instead of Niagara but development of NEXUS and
Niagara for the benefit of the Ontario market.

Finally, without pre-approval and the assurance that the NEXUS project will move forward, the
Dawn Hub and Ontario consumers would miss an opportunity to gain significant access to
Marcellus and Utica production as well as the accompanying benefits of increased choice,
market liquidity at Dawn, and diversity and security of supply.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Question on Comparison with Niagara

Please provide a comparison of the costs to ratepayers of Union making a similar fifteen year
contract for the same annual volume with TCPL from Niagara via Kirkwall, and purchase the gas
at Niagara/Chippawa, or at some point farther upstream in the Marcellus field with a
transportation contract with one of the pipeline projects which will transport Marcellus gas to the
border.

Response:

Please see the response at Exhibit B.T1.Union.Staff.7.
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Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please confirm that Union can access Marcellus basin shale gas at either Kirkwall,
Niagara/Chippawa as well as at Dawn. Please explain why Union has not sought to increase its
purchases of Appalachian basin gas at Niagara. Does it intend to do so in the next few years?
Will it provide a mechanism for direct purchasers to do so?

Response:

Please see the response at Exhibit B.T2.Union.BOMA.29 and Exhibit B.T2.Union.Staff.17.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

a) Please provide an extension of the graph to July 31, 2015.

b) Please confirm that the graph uses daily Canada/US exchange rates for the three US supply
basins, exchange rates. If not, please discuss what exchange rate is being used over the period
covered by the graph.

Response:
The following response was prepared by Sussex Economic Advisors, LLC.

a) Please see the updated Figure 4.1 below. Please note that the original Figure 4.1 is located in
Exhibit A, Schedule 3, page 35.

Updated Figure 4.1: Daily Spot Prices (April 2014-July 2015)
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b) Confirmed. The three U.S. natural gas price indices in Figure 4.1 (i.e. Dominion South,
Leidy, and Henry Hub) were converted from U.S. dollars per MMBtu to Canadian dollars per
GJ using daily currency exchange rates obtained from SNL Financial.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please confirm that Marcellus gas accessed by Union at Niagara via Kirkwall is closer to Union's
Central, Northern, and Eastern Delivery Area than gas that enters Union's system at Dawn.

Response:

The pipeline distance from Niagara to Union’s Central, Northern and Eastern Delivery area is
shorter than the distance from Dawn to those same areas.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 20

a) Please provide a table that shows a breakdown of Union’s natural gas supply portfolio by gas
supplier, contract length, volume purchased, services, supply source, price, effective date and
expiration date for each supply contract.

b) Over the 15 year term what is the percentage of natural gas supply coming from the NEXUS
project to serve Union’s North and South customers?

c) Over the 15 year term what is the percentage of natural gas supply coming from WCSB
supplies to serve Union’s North and South customers?

d) Please provide a map that shows the delivery points and the areas that will have direct access
to the new supplies.

Response:

a) Union is unable to provide this level of detail in relation to its supply arrangements due to
confidentiality restrictions within the NAESB (North American Energy Standards Board)
contract with each supplier. Union buys all its gas through an RFP process and does so, on a
monthly, seasonal and annual basis, over multiple purchases each month, all year round.
Union has NAESB agreements with nearly 100 suppliers.

b) Please see Exhibit A, Figure 5-1 and Figure 5-2, pages 29-31, for projected portfolios once
NEXUS is incorporated into Union’s upstream transportation portfolio. These are forecasted
portfolios only, but it has been assumed that they remain the same for the 15 year term.
Although no changes are contemplated today, it is likely that over any 15 year period some
change will occur.

c) Please see the response to b) above.

d) Supply transported via NEXUS will be purchased to serve Union’s sales service customers in
Union South, Union EDA, Union NCDA, and Union NDA. All of the NEXUS gas will be
delivered to Dawn initially and then to Union’s markets using the traditional pipeline paths on
Union and TransCanada. Please see the Union Gas System map that was filed in EB-2015-
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0181, Dawn Reference Price and North T-Service, Exhibit A, Tab 1, page 19 below. Note
that the map includes both Union’s existing and proposed system zones.

Union Gas Systems Map
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

How much capacity was Union awarded in the non-binding open season of late 2012?

Response:

Union bid for, and was subsequently awarded, 150,000 Dth/d in the 2012 NEXUS open season.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

How much capacity was committed to in the August 11, 2014 PA?

Response:

In the August 11, 2014 PA, Union committed to 75,000 Dth/d of Phase 1 capacity and 150,000
Dth/d of Phase 2 capacity. For more information on the Phase 1 capacity and its subsequent
removal from the May 28, 2015 PA please see the response at Exhibit B.T2.Union.FRPO.14.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

Please provide a copy of the August 11, 2014 PA.

Response:

Please see Attachment 1.
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EXECUTION VERSI(Ntachment 1

PRECEDENT AGREEMENT

This PRECEDENT AGREEMENT (“Precedent Agreement”) is made and entered into
this _l_l day of AU cﬁdﬁi" , 2014 (“Effective Date™), by and between DTE Pipeline Company, a
Michigan corporation (“DTE”), and Spectra Energy Transmission, LLC, a Delaware limited
liability company (“Spectra™) (DTE and Spectra are collectively referred to herein as “Pipeline”),
and Union Gas Limited, an Ontario corporation (“Customer™). Pipeline and Customer are

someiimes referred io individuaiiy as a “Party” and coliectively as the “Parties.”

WITNESSETH:

WHEREAS, Pipeline is proposing a two-phased project that will ultimately provide up to
approximately one (1) billion cubic feet per day of firm transportation service for natural gas
production from the Appalachian production areas, including but not limited to the Utica Shale
and Marcellus Shale production areas in Ohio and Pennsylvania, to the international border
between the United States and Canada near St. Clair, Michigan (the “International Border™) and
continuing from the International Border to Dawn, Ontario (*Dawn”). In Phase I, Pipeline will
provide firm transportation service from Willow Run. Michigan (“Willow Run™) to Dawn
utilizing subscriptions of firm pipeline capacity on existing pipeline systems (“Phase I”). In
Phase 11, Pipeline will construct an approximately 250-mile greenfield pipeline extending from
points expected to be located at or near Kensington, Ohio to various interconnections in the State
of Michigan, utilizing subscriptions of firm pipeline capacity on existing U.S. pipeline systems to
transport to the International Border, and thereafter from the International Border to point(s) of
delivery in or near Dawn, utilizing one or more of: subscriptions of firm pipeline capacity on

existing Canadian pipeline systems, an expansion of the existing Vector Canada and/or Union
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Canadian pipeline systems, and/or construction of greenfield pipeline facilities (“Phase 11”) (the
services and subscriptions contemplated herein and the facilities that Pipeline intends to
construct (or use reasonable efforts to cause others to construct) and/or subscribe to provide such
services are collectively referred to herein as the “Project”);

WHEREAS, Pipeline is proposing to commence service for the Project in phases, with
Phase | to commence on or about November 1, 2015 and Phase Il targeted to commence on or
about November 1, 2017;

WHEREAS, Customer desires firm natural gas transportation service as part of both
Phase | and Phase Il of the Project;

WHEREAS Customer, based on its qualifying bid submitted in the Open Season
conducted by Pipeline from October 15, 2012 through November 30, 2012 (“Open Season™),
qualifies as an Anchor Shipper (as that term is used in the Open Season notice) for the Project,
thereby entitling Customer to certain rate and other incentives regarding Customer’s
transportation service on the Project facilities;

WHEREAS, Pipeline has secured commercial support for the Project evidenced by
executed precedent agreements, including this Precedent Agreement with Customer;

WHEREAS, DTE and Spectra contemplate that pipeline companies in the name of
NEXUS Gas Transmission, LLC and NEXUS Gas Transmission Canada will be formed and
owned by each of DTE and Spectra or by affiliates of each of them to fulfill the responsibilities
of Pipeline hereunder and upon such formation, NEXUS Gas Transmission, LLC and NEXUS
Gas Transmission Canada will take assignment of the rights and obligations of and be novated as

the Pipeline for all purposes of this Precedent Agreement;
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WHEREAS, subject to the terms and conditions of this Precedent Agreement, Pipeline is
willing to undertake the steps necessary to provide Phase | and Phase Il services for Customer
and other customers subscribing for capacity as part of the Project, to construct the Project
facilities or subscribe for firm pipeline capacity that will extend from eastern Ohio to Dawn in
order to provide such services, and, if necessary, to construct, or to use reasonable efforts to
cause the construction of facilities on existing pipeline systems to provide service on the Project;

WHEREAS, subject to the terms and conditions of this Precedent Agreement, Pipeline is
willing to provide such services to Customer and Customer is willing to pay Pipeline for such
services;

NOW, THEREFORE, in consideration of the mutual covenants herein assumed, and
intending to be legally bound, Pipeline and Customer agree as follows:

1) Pipeline Obligations.

a) Subject to the terms and conditions of this Precedent Agreement, Pipeline shall proceed
with due diligence to file applications for and to obtain from all governmental and
regulatory authorities having competent jurisdiction over the Project, including, but not
limited to, the Federal Energy Regulatory Commission (“FERC”) and the National
Energy Board of Canada (“NEB”), the authorizations, approvals, certificates, permits,
notices and/or exemptions (collectively, the “Governmental Authorizations”) Pipeline
determines are necessary: (i) for Pipeline, without the necessity to construct any
facilities, to provide firm transportation service (hereafter all references to “firm
transportation service”, whether in respect of Phase | or Phase Il, refers to the firm
transportation services for each of Phase | or Phase Il as such services are described

herein and set forth in the applicable Pipeline tariffs approved by the FERC and NEB,
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respectively), as part of Phase | of the Project by the Phase | Service Commencement
Date (as determined in accordance with Section 4 of this Precedent Agreement); (ii) for
Pipeline to construct, own, operate, and maintain (and, if necessary, to use reasonable
efforts to cause others to construct, own, operate, and maintain) the Project facilities
necessary to provide the firm transportation service contemplated herein commencing on
the Phase Il Service Commencement Date (as determined in accordance with Section 4 of
this Precedent Agreement); and (iii) for Pipeline to otherwise perform its obligations as
contemplated in this Precedent Agreement. Pipeline retains full control and discretion in
the filing and prosecution of any and all applications for such Governmental
Authorizations and/or any supplements or amendments thereto, and, if necessary, any
court review, provided it does so in a manner that is consistent with the terms of this
Precedent Agreement and designed to implement the firm transportation service
contemplated herein in a timely manner. Pipeline agrees to promptly notify Customer in
writing when each of the Governmental Authorizations are received, obtained, rejected or
denied. Pipeline shall also promptly notify Customer in writing as to whether each of the
Governmental Authorizations received or obtained are acceptable to Pipeline.

b) During the term of this Precedent Agreement, and provided it would be reasonable and
prudent for Pipeline to do so, Pipeline agrees to use reasonable efforts to support and
cooperate with the efforts of Customer to obtain all Customer’s Authorizations and
supplements and amendments thereto, to better understand and analyze the markets for
the supply of gas at the proposed initial receipt points for the Project and to otherwise

perform its obligations as contemplated by this Precedent Agreement.
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c)

d)

Pipeline shall, no later than October 1, 2014, provide Customer with confirmation of the
initial receipt points for Phase Il transportation service (collectively, the “Initial Receipt
Point Information”).

The reservation rates payable by Customer for transportation Service for Phase | and for
Phase Il (as set forth in the applicable Pipeline tariffs approved by the FERC and NEB,
respectively the “Reservation Rates”) will be set and applied for on a commercially

reasonable basis.

2) Customer Obligations.

a)

b)

No later than 60 days from the execution of this Precedent Agreement for Phase | and no
later than November 1, 2014 for Phase I, Customer will advise Pipeline in writing of: (i)
any facilities which Customer must construct, or cause to be constructed, in order for
Customer to utilize the firm transportation service contemplated in this Precedent
Agreement; and (ii) any necessary or desirable contractual and/or governmental or
regulatory authorizations having jurisdiction over the Customer which Customer
determines are necessary or desirable for Customer in order to execute and deliver the
Phase | Service Agreement and Phase 11 Service Agreement (as those terms are defined in
Section 3 below) and to fulfill its obligations thereunder and to otherwise perform its
obligations under this Precedent Agreement (“Customer’s Authorizations™).

Subject to the terms and conditions of this Precedent Agreement, Customer shall proceed
with due diligence to obtain the Customer’s Authorizations. Customer retains full control
and discretion in the filing and prosecution of any and all applications for such
Customer’s Authorizations and/or any supplements or amendments thereto, and, if

necessary, any court review, provided it does so in a manner that is consistent with the

-5-
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terms of this Precedent Agreement and in a manner designed to implement the firm
transportation service contemplated herein in a timely manner. Customer agrees to
promptly notify Pipeline in writing when each of the Customer’s Authorizations, are
received, obtained, rejected or denied. Customer shall also promptly notify Pipeline in
writing as to whether each of the Customer’s Authorizations received or obtained are
acceptable to Customer.

c) During the term of this Precedent Agreement, and provided it would be reasonable and
prudent for Customer to do so, Customer agrees to use reasonable efforts to support and
cooperate with the efforts of Pipeline to obtain all Governmental Authorizations and
supplements and amendments thereto necessary for Pipeline to provide the Phase | and
Phase Il services contemplated hereunder and to construct, own, operate, and maintain
(or, if necessary, to use reasonable efforts to cause others to construct, own, operate and
maintain) the Project facilities for the Phase Il service and to otherwise perform its
obligations as contemplated by this Precedent Agreement.

d) As of the Effective Date, Customer agrees that its proposed quantity of firm
transportation service that it wishes to contract for in respect of Phase | service as its
Maximum Daily Quantity (“MDQ”) for the purpose of the Phase | Service Agreements is
40,000 Dth/d (“Customer’s Contracted MDQ”). No later than December 1, 2014,
Customer shall notify Pipeline in writing of any desired change to such MDQ, which
shall be no less than 40,000 Dth/d and no greater than 75,000 Dth/d, and Pipeline shall
use reasonable efforts to accommodate any requested increase in Customer’s Contracted
MDQ up to 75,000 Dth/d. Pipeline shall notify Customer within ten (10) days of

receiving written notice from Customer whether Pipeline can accommodate any or all of
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Customer’s requested increase in MDQ. To the extent Pipeline can accommodate all of
Customer’s requested increase in MDQ, Customer’s requested MDQ shall become
Customer’s Contracted MDQ; to the extent Pipeline cannot accommodate all of
Customer’s requested increase in MDQ, the Parties will meet promptly to discuss the
matter further and mutually agree upon any changes, provided that, if Pipeline and
Customer are unable to reach mutual agreement within ten (10) days after commencing
discussions, then Customer’s Contracted MDQ shall remain 40,000 Dth/d.

3) Service Agreements.

a) Phase | Firm Service Agreements. To effectuate the firm transportation service

contemplated herein for Phase | service, Customer and Pipeline agree that (i) no later
than thirty (30) days following the date on which Pipeline provides written notice to
Customer that FERC has issued an order granting Pipeline a certificate of public
convenience and necessity to provide firm transportation service from Willow Run to the
International Border, Pipeline and Customer will execute a firm transportation service
agreement for Phase | service covering such transportation path (“Phase | Service
Agreement — U.S.”) and (ii) no later than thirty (30) days following the date on which
Pipeline provides written notice to Customer that the NEB has issued any necessary
authorization for Pipeline to provide Phase | firm transportation service from the
International Border to Dawn, Pipeline and Customer will execute a firm transportation
service agreement for Phase | service covering such transportation path (“Phase | Service
Agreement — Canada”) (the Phase | Service Agreement — U.S. and the Phase | Service
Agreement — Canada shall collectively be referred to herein as the “Phase | Service

Agreements”). The Parties agree to consider in good faith executing the Phase | Service
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Agreements at a time earlier than contemplated in the first sentence above if required to
allow Pipeline to provide service by the Phase | Service Commencement Date. The
Phase I Service Agreement — U.S. will specify: (i) a Maximum Daily Quantity (“MDQ”)
equal to Customer’s Contracted MDQ (as determined pursuant to Section 2(d) above),
exclusive of fuel requirements, effective on the Phase | Service Commencement Date; (ii)
a primary term commencing on the Phase | Service Commencement Date and ending on
the earlier of three (3) years thereafter (unless extended by mutual consent of the Parties)
or the Phase Il Service Commencement Date (as determined in accordance with Section 4
of this Precedent Agreement); (iii) a Primary Point(s) of Receipt (as such term will be
defined in the Phase | Service Agreement — U.S.) at Willow Run in Wayne County,
Michigan, and access to any other ‘MichCon generic point’ as that term is commonly
understood (Maximum Daily Receipt Obligation (“MDRQO”) equal to Customer’s
Contracted MDQ); (iv) a Primary Point of Delivery (as such term will be defined in the
Phase | Service Agreement — U.S.) at the International Border (Maximum Daily Delivery
Obligation (“MDDO”) equal to Customer’s Contracted MDQ); and (v) security
requirements consistent with the provisions set forth in Section 13 below. The Phase |
Service Agreement - Canada will specify (i) an MDQ equal to Customer’s Contracted
MDQ, exclusive of fuel requirements, effective on the Phase | Service Commencement
Date; (ii) a primary term commencing on the Phase | Service Commencement Date and
ending on the earlier of three (3) years thereafter (unless extended by mutual consent of
the Parties) or the Phase Il Service Commencement Date (as determined in accordance
with Section 4 of this Precedent Agreement); (iii) a Primary Point of Receipt (as such

term will be defined in the Phase | Service Agreement - Canada) at the International
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Border with an MDRO equal to Customer’s Contracted MDQ); (iv) a Primary Point of
Delivery (as such term will be defined in the Phase | Service Agreement - Canada) at
Dawn with an MDDO equal to Customer’s Contracted MDQ); and (v) security
requirements consistent with the provisions set forth in Section 13 below. To the extent
Pipeline is authorized to offer access to secondary receipt and delivery points as part of
the Phase | service, Customer shall have the right under the Phase | Service Agreement(s)
to access secondary receipt and delivery points in accordance with such authorization(s).
Notwithstanding the foregoing, neither of the Phase | Service Agreements and the rights
and obligations arising thereunder become effective until both Phase | Service
Agreements have been executed in accordance with the terms of this Section 3(a). If the
Governmental Authorizations for Phase | service are not issued as contemplated by
Section 7(f), Pipeline and Customer will negotiate in good faith to develop an acceptable
alternative for Phase | service, provided, however, that nothing in this Section 3(a) will
restrict or affect the rights of the Parties to terminate this Precedent Agreement in
accordance with Section 9.

b) Phase Il Firm Service Agreements. To effectuate the firm transportation service

contemplated herein for Phase Il service, Customer and Pipeline agree that (i) no later
than thirty (30) days following the date on which Pipeline provides written notice to
Customer that the FERC, the Michigan Public Service Commission, and any other
governmental agencies or authorities having jurisdiction over the U.S. portion of the
Phase Il service have all issued the necessary authorizations to Pipeline or other pipelines
to construct the greenfield and expansion facilities necessary to provide the U.S. portion

of the Phase Il service, Pipeline and Customer will execute a firm transportation service
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agreement governing the United States portion of the Phase 1l service (“Phase Il Service
Agreement — U.S.”) and (ii) no later than thirty (30) days following the date on which
Pipeline provides written notice to Customer that the NEB, Ontario Energy Board
(“OEB”) and any other governmental agencies or authorities having jurisdiction over the
Canadian portion of the Phase Il service have all issued the necessary authorizations to
Pipeline or other pipelines for the construction of any facilities necessary to provide the
Canadian portion of the Phase Il service, Pipeline and Customer will execute a firm
transportation service agreement governing the Canadian portion of the Phase Il service
(“Phase Il Service Agreement — Canada™) (the Phase Il Service Agreement — U.S. and the
Phase Il Service Agreement — Canada shall collectively be referred to herein as the
“Phase Il Service Agreements”). The Parties agree to consider in good faith executing
the Phase Il Service Agreements at a time earlier than contemplated in the first sentence
above if required to allow Pipeline to obtain the requisite notice to proceed with Project
construction from any governmental agency or authority having jurisdiction. The Phase
I Service Agreement — U.S. will specify: (i) an MDQ of 150,000 Dth/d, exclusive of fuel
requirements, effective on the Phase Il Service Commencement Date; (ii) a primary term
of fifteen (15) years commencing on the Phase Il Service Commencement Date and
continuing from year to year thereafter unless terminated in accordance with the
provisions thereof; (iii) a Primary Point of Receipt (as such term will be defined in the
Phase Il Service Agreement — U.S.) at the head of the Phase Il facilities in Ohio (such
point to be designated by Pipeline at such time as Pipeline provides notice to Customer in
accordance with Section 3(c) below) (MDRO of 150,000 Dth/d); (iv) a Primary Point of

Delivery (as such term will be defined in the Phase Il Service Agreement — U.S.) at the
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International Border (MDDO of 150,000 Dth/d); and (v) security requirements consistent
with the provisions set forth in Section 13 below. The Phase Il Service Agreement —
Canada will specify: (i) an MDQ of 150,000 Dth/d, exclusive of fuel requirements,
effective on the Phase 11 Service Commencement Date; (ii) a primary term of fifteen (15)
years commencing on the Phase Il Service Commencement Date and continuing from
year to year thereafter unless terminated in accordance with the provisions thereof; (iii) a
Primary Point of Receipt (as such term will be defined in the Phase Il Service Agreement
— Canada) at the International Border (an MDRO of 150,000 Dth/d); (iv) a Primary Point
of Delivery (as such term will be defined in the Phase Il Service Agreement — Canada) at
Dawn (an MDDO of 150,000 Dth/d); and (v) security requirements consistent with the
provisions set forth in Section 13 below. To the extent Pipeline is authorized to offer
access to secondary receipt and delivery points as part of the Phase Il service, Customer
shall have the right under the Phase Il Service Agreement(s) to access secondary receipt
and delivery points in accordance with such authorization(s). Notwithstanding the
foregoing, neither of the Phase Il Service Agreements and the rights and obligations
arising thereunder become effective until both Phase Il Service Agreements have been
executed in accordance with the terms of this Section 3(b). Attached hereto as Exhibits A
and B are illustrative forms of transportation service agreements for the Phase | services
and the Phase Il services, respectively. On or before October 1, 2014, Pipeline will
provide to Customer copies of the rate agreements and a summary of the general terms
and conditions that will be incorporated by reference into the transportation service
agreements to form the applicable FERC and NEB gas tariffs, as well as any changes to

the illustrative forms of transportation service agreements in Exhibits A and B
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(collectively, the “Forms of Commercial Agreements”). Pipeline will seek Customer’s
review of the Forms of Commercial Agreements and will consider in good faith any
comments provided by Customer. Pipeline shall keep Customer informed of any
revisions to the Forms of Commercial Agreements including revisions resulting from
comments received from other Customers. Pipeline shall apply for and seek the
Governmental Authorizations in a manner consistent with the Forms of Commercial
Agreements. The Parties acknowledge and agree that these Forms of Commercial
Agreements may change, as required, as a result of the terms and conditions of approvals
from the FERC and/or NEB, as applicable.

c) Status of Phase Il Service Commencement Date. Commencing on September 1, 2014,

and continuing on a quarterly basis thereafter, Pipeline will notify Customer regarding
Pipeline’s progress regarding Phase 11, and whether the Phase 1l Service Commencement
Date (as determined in accordance with Section 4 of this Precedent Agreement) is
expected to occur on November 1, 2017, or some later date. No later than November 1,
2015, Pipeline shall in good faith have notified Customer of its bona fide estimate of the
Phase Il Service Commencement Date (the “Estimated Phase Il Commencement Date”™).
In the event that Pipeline’s bona fide estimate of the Estimated Phase II Commencement
Date is a date that is after November 1, 2018, then, unless such deadline(s) are extended
by mutual consent: (i) Customer shall have no further obligation in respect of contracting
for Phase Il service and Customer shall have the right to terminate this Precedent
Agreement in respect of Phase Il service without liability between the Parties including in
respect of the Customer being required to pay any Pre-Service Costs; and (ii) the Parties

shall work together in good faith and with due diligence to execute or obtain, as
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applicable, all of the firm transportation agreements, contract terminations and regulatory

authorizations necessary to transition the Phase | service provided by Pipeline to

Customer to similar service that Customer could receive directly from other pipeline

companies pursuant to rates, terms and conditions of service commensurate with the

rates, terms and conditions of service contemplated hereunder for Phase | service and, if
and when such contractual arrangements and Governmental Authorizations are
completed in a manner that both Pipeline and Customer, acting reasonably, agree is
satisfactory, then each Phase | Service Agreement shall promptly terminate, unless such
agreement has terminated already pursuant to its terms. Notwithstanding the foregoing,
in no event shall Customer be obligated to continue Phase | service beyond November 1,
2018 unless Pipeline and Customer mutually agree to do so.
d) Rates.

i) The rates that will apply to the Phase | Service Agreements shall be as set forth in the
separate rate agreements to be provided by Pipeline to Customer no later than
October 1, 2014, and the Parties agree to execute such rate agreements
contemporaneously with the execution of the Phase | Service Agreements (“Phase |
Rate Agreements”). Pipeline currently estimates that the Reservation Rates to be
payable by Customer for Phase | service in the Phase | Rate Agreements will be in the
range of $0.09 - $0.14 US per Dth/d for the U.S. service, and in the range of $0.04 -
$0.07 CAN per Dth/d for the Canadian service, plus the applicable U.S. and Canadian
fuel rates with the total of such fuel rates in the range of 1.0% - 2.0% (the
Reservation Rates and applicable fuel rates being hereinafter collectively referred to

as the “Estimated Phase | Rate Ranges”). On or before October 1, 2014, Pipeline will
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provide final Reservation Rates, and fuel rates, for the Phase | Rate Agreements. If
the final Reservation Rates and fuel rates for the Phase | Rate Agreements exceed the
total Estimated Phase | Rate Ranges then the Parties shall promptly meet and work in
good faith in an attempt to agree upon final Reservation Rates and fuel rates that are
commercially acceptable to both Parties, each Party in its sole discretion. If, after
thirty (30) days, the Parties are unable to agree upon mutually acceptable final
Reservation Rates and fuel rates for the Phase | Rate Agreements, either Party shall
have the right to terminate this Precedent Agreement and, if executed, the Phase |
Service Agreements. Any termination of this Precedent Agreement by a Party
pursuant to this Section will be without liability between the Parties including in
respect of the Customer being required to pay any Pre-Service Costs.
The rates that will apply to the Phase Il Service Agreements shall be as set forth in
the rate agreements to be executed in accordance with this Section 3(d), for service
under the Phase Il Service Agreements. Pipeline and Customer have agreed to the
following with regard to the rates for service under the Phase Il Service Agreements:
(1) Subject to the terms and conditions set forth herein and in the Phase Il Service
Agreements and in the Phase Il Rate Agreements (as defined below), upon
execution of such service and rate agreements, Customer shall be obligated to pay
Pipeline the rates specified for service under the Phase Il Service Agreements
commencing on the Phase Il Service Commencement Date and continuing to the
end of the primary term (as set forth in the applicable Phase Il Service

Agreement) thereof.
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(2) Pipeline and Customer acknowledge that the scope of the facilities necessary for

Pipeline to provide Phase Il service for Customer and all other customers
subscribing Phase Il service (such facilities are collectively referred to herein as
the “Phase Il Facilities”) is not known with precision at this time. For this reason,
the estimated capital costs associated with construction of the Phase Il Facilities
and the estimated Reservation Rates and fuel rates for service under the Phase Il
Service Agreements will be set forth in the Phase 1l Rate Agreements provided in
accordance with Section 3(d)(ii)(3) below. Pipeline currently estimates that the
Reservation Rates for service under the Phase Il Service Agreements will be in
the range of $0.63 - $0.78 US per Dth/d for the U.S. service, and in the range of
$0.04 - $0.06 CAN per Dth/d for the Canadian service (hereinafter collectively
referred to as the “Estimated Phase Il Rate Ranges™), plus the applicable U.S. and
Canadian fuel rates, with the total of such fuel rates in the range of 2.0% - 3.0%.
The Estimated Phase Il Rate Ranges may be adjusted as more fully set forth in

Section 3(d)(ii)(3) and subject to the terms of Section 3(d)(ii)(4) below.

(3) No later than October 1, 2014 Pipeline shall provide Customer with a draft

estimate of the capital costs associated with construction of the New Phase Il
Facilities (as defined below) in each of the U.S. and Canada, the revised
Reservation Rates (collectively, the “Revised Phase Il Rates”), subject to a fifteen
percent (+/- 15%) capital cost tracking adjustment (as more particularly described
in Exhibit C (the “Capital Cost Tracking Adjustment”) around the revised
estimate, and the revised fuel rate estimates, to be set forth in the rate agreements

for the Phase Il Service Agreements. The capital cost estimate will be provided
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substantially in the same form as an Exhibit K - Cost of Facilities (as defined in
the Federal Energy Regulatory Commission’s Code of Federal Regulations) for
the New Phase Il Facilities located in the U.S., and substantially in the same form
as a “Class Il Estimate” (defined as a Class Il estimate of the costs of
constructing the Phase Il Facilities prepared by Pipeline in accordance with the
applicable guidelines of the Association for the Advancement of Cost
Engineering, having an accuracy level within the range of plus twenty-five (25%)
percent and minus fifteen (15%) percent) after the application of a risk dependent
contingency for the New Phase Il Facilities located in Canada. At such time as
Pipeline provides Customer with the Revised Phase Il Rates, Pipeline will provide
information which sets forth a more detailed breakdown of how the Pipeline has
derived such Revised Phase Il Rates (“Rate Breakdown”), including a breakdown
of such portion of the Reservation Rates for Phase Il that are derived from the
capital costs associated with the construction of the Phase Il Facilities that will be
required to be constructed and owned by Pipeline or constructed and owned by a
third party on third party owned existing pipeline systems for the provision of
transportation service for Phase Il in each of the U.S. and Canada (collectively,
the “New Phase 11 Facilities”). No later than sixty (60) days following receipt by
Customer of the Revised Phase Il Rates, Pipeline shall deliver to Customer a final
estimate of capital costs for the New Phase Il Facilities for each of the U.S. and
Canada, final Reservation Rates (subject to the Capital Cost Tracking
Adjustment) (collectively, the “Final Reservation Rates”) and final estimated fuel

rates to be set forth in the rate agreements for the Phase Il Service Agreements
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and any final revisions to the Rate Breakdown as well as the final rate agreements
for the Phase Il Service Agreements (the “Phase Il Rate Agreements”). After
Pipeline has made the deliveries identified in the immediately preceding sentence
to Customer, Pipeline and Customer shall promptly execute the Phase Il Rate
Agreements; provided that, if the Final Reservation Rates set forth in the Phase Il
Rate Agreements are higher than the upper limit of the Estimated Phase Il Rate
Ranges set forth in Section 3(d)(ii)(2) above, and such higher Reservation Rates
have caused the value of the commercial transaction with respect to the natural
gas to be transported under the Phase Il Service Agreements to be uneconomical
to Customer, as determined by Customer in its sole and absolute discretion,

Customer shall not be obligated to execute the Phase Il Rate Agreements.

(4) In the event that Customer has elected not to execute the Phase Il Rate

Agreements in accordance with the proviso in the last sentence of Section
3(d)(ii)(3), Pipeline and Customer shall promptly meet and work in good faith in
an attempt to agree upon Reservation Rates that are commercially acceptable to
both Parties, each Party in its sole discretion. If, after thirty (30) days, the Parties
are unable to agree upon mutually acceptable Reservation Rates, either Party shall
have the right to terminate this Precedent Agreement and, if executed, the Phase 11
Service Agreements. Any termination of this Precedent Agreement pursuant to
this Section will be without liability to either Party including in respect of the

Customer being required to pay any Pre-Service Costs.

-17-



e) Most Favored Nations.

i)

17484905.2

Except as provided in Section 3(e)(ii) below, in the event that Pipeline enters into
firm transportation service and/or recourse, negotiated or discount rate agreements
with other similarly situated customers (as to transportation path, quantity and length
of term) in respect of this Project containing any rate provisions and other terms of
service that are more favorable to such other customers than the negotiated rate
provisions set forth in the Phase | Rate Agreements or the Phase Il Rate Agreements,
Pipeline shall offer Customer, within ten (10) business days of entering into the rate
agreements with such other customer, those same rate provisions and other terms of
service. If Customer is willing to accept the offer on the same terms and conditions
as such other customer(s), including provisions regarding transportation path, volume
and length of term, then Customer will so notify Pipeline within thirty (30) days of its
acceptance, and Pipeline will make the necessary amendments to either the Phase |
Rate Agreements or the Phase Il Rate Agreements, or both, and to the Phase | Service
Agreements and the Phase Il Service Agreements, if applicable, and the Parties will
enter into amended agreements at the more favorable rate for the remainder of the
term of the applicable agreement(s). This section will apply only to contracts
Pipeline enters into for service utilizing Project capacity on or before the Phase |
Service Commencement Date, or the Phase Il Service Commencement Date, as
applicable.

Exclusions. Pipeline is not required to offer to Customer and Customer is not entitled

to, any rate provisions provided to other customers if such rate provisions are
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contained in long-term firm service agreements for capacity that becomes available as
a result of the breach, default or unauthorized termination of a precedent agreement or
associated service agreement by a Project customer or the bankruptcy, insolvency,
liquidation or other similar action affecting a Project customer. In addition, the most
favored nation right set forth in this Section 3(e) will not be available to Customer in
respect of any short term (i.e., less than one year) service. Further, the most favored
nation right set forth in this section 3 will not apply to credit provisions.

(F) Right of First Refusal. Customer will, in respect of each of the Phase Il Service

Agreements, be granted a contractual Right of First Refusal (“ROFR”) in accordance
with the applicable Pipeline tariffs approved by the FERC and NEB. Further, the Phase
Il Service Agreements will be considered ROFR Agreements in accordance with, and as
that term is used in, the applicable tariffs.

4) Commencement of Service.

(a) Phase I. With respect to Phase | transportation service, upon satisfaction or waiver of all
the conditions precedent set forth in Sections 7(a) and 7(c) of this Precedent Agreement,
Pipeline shall promptly notify Customer of such fact, and that service under the Phase |
Service Agreements will commence on a date certain, which date will be the later of: (i)
November 1, 2015, or (ii) the date that all of the conditions precedent set forth in Sections
7(a) and 7(c) of this Precedent Agreement are satisfied or waived (“Phase | Service
Commencement Date”). On and after the Phase | Service Commencement Date, Pipeline
shall provide firm transportation service for Customer pursuant to the terms of the Phase |
Service Agreements and Customer will pay Pipeline for all applicable charges required

by the Phase | Service Agreements and the Phase | Rate Agreements.
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(b) Phase Il. With respect to Phase Il transportation service, Pipeline shall provide at least
ninety (90) days’ prior notice (the “In-Service Date Notice”) to Customer of the projected
service commencement date for service under the Phase Il Service Agreements, which
date shall be the beginning of a calendar month and cannot be earlier than the date upon
which all of the conditions precedent set out in Section 7 have been satisfied, or waived
by the Party having such waiver right, provided that the actual service commencement
date for purposes of the Phase Il Service Agreements (the “Phase Il Service
Commencement Date”) shall be the date that is the later of: (i) November 1, 2017; (ii) the
date provided in the In-Service Date Notice; (iii) the date that is the first day of the first
calendar month following the date on which the Pipeline places the Phase Il Facilities
into service; or (iv) if, pursuant to Section 7(f), the Pipeline has filed an appeal or is
pursuing a rehearing, reconsideration or clarification by the applicable regulatory
authority of the Governmental Authorization, then 90 days from the date of receipt of a
positive decision addressing Customer’s concerns unless such period is waived by
Customer. On and after the Phase Il Service Commencement Date, Pipeline shall
provide firm transportation service for Customer pursuant to the terms of the Phase Il
Service Agreements and Customer will pay Pipeline for all applicable charges required
by the Phase Il Service Agreements and the Phase Il Rate Agreements.

5) Design and Permitting of Project Facilities. Pipeline will undertake with due diligence, or

use reasonable efforts to cause others to undertake, the design of the Phase Il Facilities and
any other preparatory actions necessary for Pipeline, or Pipeline’s designee(s), to complete
and file application(s) related to the Phase Il Facilities with the FERC, NEB and/or other

governmental authorities as appropriate. Prior to satisfaction of the conditions precedent set
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6)

forth in Section 7(b)(i) through 7(b)(vii) of this Precedent Agreement, Pipeline, or Pipeline’s
designee(s), shall have the right, but not the obligation, to proceed with the necessary design
of facilities, acquisition of materials, supplies, properties, rights-of-way and any other
necessary preparations to implement the firm transportation service under the Phase Il
Service Agreements as contemplated in this Precedent Agreement. Additionally, Pipeline
will use commercially reasonable efforts to keep Customer informed on a regular basis and
respond to any of Customer’s requests for information concerning Project schedule changes,
status of Governmental Authorizations, service commencement dates, and/or changes to any
of the rates described herein.

Construction of Project. Upon satisfaction of the conditions precedent set forth in Sections

7(a), 7(b)(i) through 7(b)(vii), inclusive and 7(c) of this Precedent Agreement, or waiver of
the same by Pipeline or Customer, as applicable, Pipeline shall proceed with due diligence to
construct, or to use reasonable efforts to cause others to construct, the authorized Phase 1l
Facilities and to implement the firm transportation service contemplated in this Precedent
Agreement for Phase Il service on or about November 1, 2017, or such later date as may be
designated by Pipeline in accordance with Section 3(c) above. If, notwithstanding Pipeline’s
due diligence, Pipeline, or Pipeline’s designee(s), is unable to commence the Phase Il service
for Customer on November 1, 2017, or such later date as may be designated by Pipeline in
accordance with Section 3(c) above, Pipeline will continue to proceed with due diligence to
complete arrangements for such firm transportation service, and commence such service for
Customer at the earliest practicable date thereafter. Subject to Section 9(a), Pipeline will
neither be liable nor will this Precedent Agreement or the Phase Il Service Agreements be

subject to cancellation if Pipeline, or Pipeline’s designee(s), is unable to complete the
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7)

construction of such authorized Project facilities and commence the Phase Il service for
Customer by November 1, 2017 or such later date as may be designated by Pipeline in
accordance with Section 3(c) above.

Conditions Precedent. Commencement of service under the Phase | Service Agreements and

the Phase Il Service Agreements, as applicable, and Pipeline’s and Customer’s rights and
obligations thereunder are expressly made subject to satisfaction or waiver, as applicable, of
the following conditions precedent in Sections 7(a) and 7(c), with respect to the Phase |
Service Agreements, and Sections 7(a), 7(b) and 7(c), with respect to the Phase Il Service
Agreements (only Pipeline shall have the right to waive the conditions precedent set forth in
Sections 7(a) and 7(b) and only Customer shall have the right to waive the conditions
precedent set forth in Section 7(c)):

a) Pipeline’s Conditions Precedent for Phase | Service.

i) Pipeline filing by September 1, 2014 the necessary requests with the FERC and/or
NEB for approval to provide Phase | service as contemplated herein and in the Phase
I Service Agreements;

i) Subject to Section 7(d), Pipeline’s receipt and acceptance in accordance with Section
7(f) below by May 1, 2015, of all necessary Governmental Authorizations for
Pipeline to provide the Phase | service as contemplated herein and in the Phase |
Service Agreements;

iii) Other pipelines having received and accepted in accordance with Section 7(f) by May
1, 2015, all necessary Governmental Authorizations to provide the subscriptions
needed by Pipeline to provide the Phase | service contemplated herein and in the

Phase | Service Agreements;
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iv) Pipeline having received approval, no later than thirty (30) days after its acceptance
of the certificates and authorizations specified in Section 7(a)(ii), from its
Management Committee, or similar governing body, to proceed with taking the steps
necessary to commence and provide the Phase | service contemplated herein and in
the Phase | Service Agreements, including, without limitation, proceeding with the
Project-related firm pipeline transportation arrangements with other pipelines; and

V) Pipeline’s receipt, no later than thirty (30) days after its acceptance of the certificates
and authorizations specified in Section 7(a)(ii) of all necessary authorizations, other
than those specified in Section 7(a)(ii), required to provide Phase I service.

b) Pipeline’s Conditions Precedent for Phase 1l Service.

i) Pipeline filing by April 1, 2015 the necessary requests with the FERC and/or NEB for
approval to provide Phase Il service as contemplated herein and in the Phase Il
Service Agreements;

i) Subject to Section 7(d), Pipeline’s receipt and acceptance in accordance with Section
7(f) by May 1, 2017, of all necessary Governmental Authorizations to construct, own,
operate and maintain the Project facilities, all as described in Pipeline’s applications
as they may be amended from time to time, necessary to provide the Phase Il service
contemplated herein and in the Phase Il Service Agreements;

iii) Pipeline (or Pipeline’s owners or their respective affiliates) having received on or
before May 1, 2017, a binding commitment from a financial institution(s) to provide
the necessary financing of the construction of the Phase |1 facilities;

iv) Other pipelines having received and accepted in accordance with Section 7(f) by May

1, 2017, all necessary Governmental Authorizations to construct, own, operate and
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maintain the Project facilities, all as described in their applications as they may be
amended from time to time, necessary to provide the Phase Il service contemplated
herein and in the Phase Il Service Agreements;

V) Pipeline receiving approval, no later than thirty (30) days after its acceptance of the
certificates and authorizations specified in Section 7(b)(i), from its Management
Committee, or similar governing body, to expend the capital necessary to construct
the Project facilities and to proceed with the Project-related firm pipeline
transportation arrangements with other pipelines for service on the Project facilities;

vi) Pipeline’s receipt no later than four (4) months prior to the Phase Il Service
Commencement Date of all necessary authorizations required to construct the Project
facilities necessary to provide the Phase Il firm transportation service contemplated
herein and in the Phase Il Service Agreements, other than those specified in Section
7(b)(ii);

vii)Pipeline’s procurement, no later than four (4) months prior to the Phase Il Service
Commencement Date, of all rights-of-way, easements or permits (in form and
substance acceptable to Pipeline, acting reasonably) necessary for the construction
and operation of the Project facilities;

viii)  Pipeline’s completion of construction of the Project facilities and all other
facilities required to render the Phase Il service for Customer and for other customers
subscribing Phase 1l service pursuant to the Phase Il Service Agreements and Pipeline
being ready, able and authorized to place such facilities into gas service; and

iX) The completion of the construction of the facilities necessary to create the pipeline

capacity subscribed to Pipeline as part of Phase Il of the Project by other pipelines, as
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applicable, and each such Party being ready, able and authorized to place such

facilities into service.

c) Customer’s Conditions Precedent.

i)

i)

Customer’s receipt, no later than October 31, 2014, of the requisite internal corporate
approvals for the performance of Customer’s obligations under this Precedent
Agreement and other agreements related to the service contemplated hereunder;

Customer’s acceptance, no later than 30 days following receipt of Initial Receipt
Point Information in accordance with Section 1(c), of the initial receipt points

proposed by the Pipeline for Phase Il transportation service;

iii) Customer’s confirmation to Pipeline, no later than November 1, 2014 for Phase | and

17484905.2

no later than 90 days following receipt of the Estimated Phase 1l Commencement
Date for Phase I, that it has completed its review and approval of regional supply
necessary to support natural gas supply arrangements associated with Customer’s
service under the Phase | Service Agreements and the Phase Il Service Agreements,
respectively;

If, pursuant Section 3(d)(ii), the Final Reservation Rates exceed the upper limit of the
Estimated Reservation Rates Ranges, then Customer’s receipt, no later than 60 days
following receipt of the requisite internal corporate approvals of such Final
Reservation Rates for Phase II;

Subject to Section 7(d), Customer’s receipt and acceptance of the approvals from the
OEB for its application related to Phase Il no later than 240 days following receipt of
the revised Reservation Rates for Phase Il delivered pursuant to Section 3(d)(ii)(3);

and
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vi) Subject to Section 7(d), Customer’s receipt and acceptance no later than 30 days
following satisfaction of the condition in Section 7(c)(iii), of any necessary Customer
Authorizations identified in accordance with Section 2 of this Precedent Agreement.

d) Temporary Waiver of Conditions Precedent - Governmental Authorizations.

Notwithstanding Sections 7(a)(ii), 7(a)(iii), 7(b)(ii), 7(b)(iv), 7(c)(v) and 7(c)(vi) and

subject to Section 24, either Party may, in its sole discretion, temporarily waive

satisfaction of its conditions precedent listed above for a period of 90 days. During such

a delay, upon reasonable request by the other Party, the Party waiving its condition

precedent shall use commercially reasonable efforts to provide timely notices to the other

Party in writing regarding the filing of any applications for such Governmental

Authorizations or Customer Authorization, as the context requires, and will provide

periodic updates regarding the status of such applications, including notice when each of

the authorizations are received, obtained, rejected or denied. The Party temporarily
waiving its condition precedent shall also promptly notify the other Party in writing as to
whether each of the Governmental Authorizations or Customer Authorizations, as the
context requires, received or obtained are acceptable to such Party. If the Party
temporarily waiving its condition precedent has not satisfied the conditions precedent
associated with the receipt of all Governmental Authorizations or Customer

Authorizations, as the context requires, within ninety (90) days’ time, either Party may

terminate this Precedent Agreement on thirty (30) days’ written notice and no Pre-Service

Costs will be payable by Customer.

e) With respect to each condition precedent set forth in Sections 7(a) and 7(b) of this

Precedent Agreement, with the exception of the conditions precedent set forth in clauses
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(vii) and (viii) of Section 7(b), Pipeline shall provide notice to Customer within five (5)
days of the satisfaction of such condition precedent that the condition precedent has been
satisfied. With respect to each condition precedent set forth in Section 7(c) of this
Precedent Agreement, Customer shall provide notice to Pipeline within five (5) days of
the satisfaction of each such condition precedent that the condition precedent has been
satisfied.

f) Unless otherwise provided for herein, the Governmental Authorization(s) contemplated
in Section 1 of this Precedent Agreement must be issued in form and substance
satisfactory to both Parties, acting reasonably. For purposes of this Precedent
Agreement, such Governmental Authorization(s) shall be deemed satisfactory if issued or
granted with terms and conditions which are: (i) consistent with this Precedent
Agreement and all ancillary agreements and documents to be delivered pursuant to this
Precedent Agreement for the applicable service; and (ii) to the extent not contemplated
by this Precedent Agreement or any of the ancillary agreements and documents, not
materially onerous on Pipeline, as determined by Pipeline, acting reasonably, and will not
otherwise have a material adverse effect on Customer. Customer shall notify Pipeline in
writing not later than fifteen (15) days after Pipeline notifies Customer of the issuance of
the FERC and/or NEB certificate(s), authorization(s) and approval(s), including any order
issued as a preliminary determination on non-environmental issues, contemplated in
Section 1 of this Precedent Agreement if Customer determines, acting reasonably, that
such certificate(s), authorization(s) and approval(s) will have a material adverse effect on
Customer. Customer cannot assert that any authorization will have a material adverse

effect on Customer unless: (i) the governing provisions of such authorization differ
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materially and adversely from the provisions requested by Pipeline in its application,
unless the provisions requested by Pipeline were inconsistent with the terms of this
Precedent Agreement; and (ii) such differences materially and adversely affect the rate to
be charged pursuant to the rate agreements contemplated herein, or the terms and
conditions of service pursuant to the service agreements contemplated herein, and the
Parties cannot mutually agree upon a modification or alternative to such provision which
preserves the relative economic positions of the Parties under the operative agreement(s).
All other Governmental Authorizations that Pipeline must obtain must be issued in form
and substance acceptable to Pipeline, acting reasonably.  All Governmental
Authorizations that Pipeline is required by this Precedent Agreement to obtain must be
duly granted by the FERC, NEB, or other governmental agency or authority having
jurisdiction, and must be final and no longer subject to rehearing or appeal; provided,
however, Pipeline may waive the requirement that such Governmental Authorizations be
final and no longer subject to rehearing or appeal. If any of the Governmental
Authorizations are issued on material terms not acceptable to either Party, subject to the
foregoing provisions of this Section 7(f), then the non-accepting Party, acting reasonably,
shall give notice to the other Party, and the Parties shall promptly meet and work in good
faith in an attempt to agree upon a commercially acceptable resolution for both Parties,
each Party in its sole discretion, to continue forward with respect to the Project. If, after
thirty (30) days, the Parties are unable to agree upon a mutually acceptable resolution,
either Party shall have the right to terminate this Precedent Agreement and, if executed,
the applicable service agreements and rate agreements. Any termination of this

Precedent Agreement by a Party pursuant to this Section will be without liability between
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the Parties including in respect of the Customer being required to pay any Pre-Service
Costs. Notwithstanding the foregoing, if the Parties cannot agree on a modification or
alternate provision, Pipeline may, in its sole discretion, appeal or otherwise pursue
rehearing, reconsideration or clarification by the applicable regulatory authority of any
such provision(s) which Customer alleges will have a material adverse effect on it, and
Customer may not terminate this Precedent Agreement until a final order or decision is
rendered by such regulatory authority which does not grant relief that is satisfactory to
Customer, acting reasonably, to address such material adverse effect, or 180 days from
the date that Pipeline makes its application for rehearing, reconsideration or clarification,
whichever occurs first.

g) The Customer Authorization(s) contemplated in Section 2 of this Precedent Agreement
shall be deemed satisfactory if issued or granted in form and substance substantially as
requested, or if issued in a manner acceptable to Customer and such Customer
Authorization(s), as issued, will not otherwise have a material adverse effect on Pipeline.
Pipeline cannot assert that any authorization will have a material adverse effect on
Pipeline unless: (i) the governing provisions of such authorization differ materially and
adversely from the provisions requested by Customer in its application, unless the
provisions requested by Customer were inconsistent with the terms of this Precedent
Agreement; and (ii) such differences materially and adversely affect the rate to be
charged pursuant to the rate agreements contemplated herein, or the terms and conditions
of service pursuant to the service agreements contemplated herein, and the Parties cannot
mutually agree upon a modification or alternative to such provision which preserves the

relative economic positions of the Parties under the operative agreement(s). If any of the
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Customer Authorizations are issued on terms not acceptable to either Party, subject to the
foregoing provisions of this Section 7(g), then the non-accepting Party shall give notice
to the other Party, and the Parties shall promptly meet and work in good faith in an
attempt to agree upon a commercially acceptable resolution for both Parties, each Party in
its sole discretion, to continue forward with respect to the Project. If, after thirty (30)
days, the Parties are unable to agree upon a mutually acceptable resolution, either Party
shall have the right to terminate this Precedent Agreement and, if executed, the applicable
service agreements and rate agreements. Any termination of this Precedent Agreement
by a Party pursuant to this Section will be without liability between the Parties including
in respect of the Customer being required to pay any Pre-Service Costs.

h) In the event the Estimated Phase II Commencement Date is changed to a date later than
November 1, 2017 in accordance with Section 3(c), the Parties agree that each of the
dates in Sections 3(d)(i)(ii), 7(b)(i) through 7(b)(iii), Sections 7(c)(ii) through 7(c)(iv),
and Section 10 will be changed to a later date by the same amount of time as such change
to the Estimated Phase |1 Commencement Date.

8) Pre-Service Costs. If: (a) Customer is in material breach of any of its material obligations

arising pursuant to this Precedent Agreement; and (b) such material breach is not cured
within 30 days of notice to Customer by Pipeline of such material breach, or if such material
breach is not capable of being cured within 30 days; and (c) Customer is not continuing
thereafter in good faith and with diligence to cure such breach; and (d) as a direct result of
the occurrence and continuation of Sections 8(a), 8(b) and (8c) taken collectively, either or
both of the Phase | Service Commencement Date or Phase Il Service Commencement Date

do not occur; then Customer shall, at the option and election of Pipeline, reimburse Pipeline
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within thirty (30) days of Pipeline’s invoice, for its pro-rata share, based on Customer’s
MDQ for Phase Il service to total contracted MDQ for Phase Il service by all customers with
executed Precedent Agreements, for the Pre-Service Costs incurred or otherwise committed
to by Pipeline up to the date of the occurrence of the material breach which resulted in the
Phase | Service Commencement Date or Phase Il Service Commencement Date, as
applicable, to not occur. If it is only the Phase Il Service Commencement Date which is
impacted by Customer’s material breach, then Customer shall only be liable for the Pre-
Service Costs that were incurred by Pipeline in respect of matters which relate only to Phase
Il Service. In no event shall Customer’s exposure to Pre-Service Costs exceed $219 million
U.S. dollars. Customer’s liability for its share of the Pre-Service Costs in accordance with
this Section 8 constitutes a genuine pre-estimation of Pipeline’s liquidated damages and not
as a penalty, and the payment by Customer of such amount, if such payment is required to be
made in accordance with this Section 8 shall constitute Pipeline’s sole remedy in such
instance, with no right to claim further damages or other remedies from Customer. If this
Precedent Agreement is terminated for any reason other than a material breach by Customer,
then such termination shall be without any liability on the part of Customer to Pipeline,
including in respect of the Customer being required to pay any Pre-Service Costs. The term,
“Pre-Service Costs” for all purposes in this Precedent Agreement means only those
expenditures and/or costs reasonably and prudently incurred, accrued, allocated to, or for
which Pipeline is contractually obligated to pay in furtherance of Pipeline’s efforts to
develop and construct the Project and to satisfy its obligations under this Precedent
Agreement and all other precedent agreements for service on the Project facilities, including

such expenditures associated with design, testing, engineering, construction, commissioning,

-31-
17484905.2



materials and equipment, environmental, regulatory, and/or legal activities, allowance for
funds used during construction, negative salvage, internal overhead and administration and
any other costs reasonably incurred in furtherance of Pipeline’s efforts to develop and
construct the Project and to satisfy its obligations under this Precedent Agreement and all
other precedent agreements for service on the Project facilities. In the event Customer incurs
liability for Pre-Service Costs, Pipeline shall use commercially reasonable efforts to mitigate
the amount of Pre-Service Costs. NOTWITHSTANDING THE FOREGOING, THE
PARTIES HERETO AGREE THAT NEITHER PARTY SHALL BE LIABLE TO THE
OTHER PARTY FOR ANY PUNITIVE, SPECIAL, EXEMPLARY, INDIRECT,
INCIDENTAL OR CONSEQUENTIAL DAMAGES (INCLUDING, WITHOUT
LIMITATION, LOSS OF PROFITS OR FOR BUSINESS INTERRUPTIONS) ARISING
OUT OF OR IN ANY MANNER RELATED TO THIS PRECEDENT AGREEMENT, AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF OR THE SOLE,
CONCURRENT OR CONTRIBUTORY NEGLIGENCE (WHETHER ACTIVE OR
PASSIVE), STRICT LIABILITY (INCLUDING, WITHOUT LIMITATION, STRICT
STATUTORY LIABILITY AND STRICT LIABILITY IN TORT) OR OTHER FAULT OF
EITHER PARTY. THE IMMEDIATELY PRECEDING SENTENCE SPECIFICALLY
PROTECTS EACH PARTY AGAINST SUCH PUNITIVE, EXEMPLARY, INDIRECT,
INCIDENTAL OR CONSEQUENTIAL DAMAGES EVEN IF WITH RESPECT TO THE
NEGLIGENCE, GROSS NEGLIGENCE, WILLFUL MISCONDUCT, STRICT
LIABILITY OR OTHER FAULT OR RESPONSIBILITY OF SUCH PARTY; AND ALL
RIGHTS TO RECOVER SUCH DAMAGES OR PROFITS ARE HEREBY WAIVED AND

RELEASED.
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9) Termination of Precedent Agreement for Failure of Conditions Precedent.

a)

b)

If the conditions precedent set forth in Section 7 of this Precedent Agreement have not
been fully satisfied or waived by Pipeline or Customer, as applicable, by the earlier of the
applicable dates specified therein, or for Phase I service, by November 1, 2016, or for
Phase Il service, within one year after the Estimate Phase Il Service Commencement
Date, and this Precedent Agreement has not otherwise been terminated pursuant to the
other terms of this Precedent Agreement, including in respect of Sections 10 or 11 hereof,
then this Precedent Agreement (and any Phase | Service Agreement or Phase Il Service
Agreement, as applicable) shall terminate effective 30 days after the date such condition
precedent was to be satisfied or waived by the applicable Party and such termination shall
be without liability including in respect of Customer being required to pay any Pre-
Service Costs, except to the extent the failure is as a direct result of a material breach by a
Party of its other obligations set forth in this Precedent Agreement.

For any termination in accordance with Section 9(a) above, the Parties agree to promptly
meet and work diligently and in good faith for a period of 30 days following the date
such condition precedent was to be satisfied or waived to attempt to agree upon changes
to this Precedent Agreement that would allow the Precedent Agreement to continue,
which may include a waiver of and/or change in the deadline for any of the conditions
precedent that are the subject of such termination notice, provided that if the Parties are
unable to come to an agreement upon changes that would allow the Precedent Agreement
to continue, then this Precedent Agreement (and any Phase | Service Agreement or Phase
Il Service Agreement, as applicable) shall nonetheless terminate effective on the expiry

of such 30 day period.
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c) Any delay or failure in the performance by either Party hereunder shall be excused if and
to the extent caused by the occurrence of a Force Majeure, provided that such Party
claiming Force Majeure shall give written notice of the suspension of such performance
for this reason as soon as reasonably possible to the other Party and stating the date and
extent of such suspension and the cause thereof. The Party whose obligations have been
suspended as aforesaid shall resume the performance of such obligations as soon as
reasonably possible after the removal of the cause and shall so notify, in writing, the
other Party that the suspension has terminated. Notwithstanding the foregoing, if any
condition precedent set forth in Section 7 hereof has not been satisfied as a result of an
occurrence of Force Majeure, the deadline for satisfying the condition precedent shall be
extended for each day that the occurrence of Force Majeure continues up to a maximum
of ninety (90) days or as mutually agreed to by the Parties. For purposes of this
Precedent Agreement, “Force Majeure” as employed herein shall mean any cause,
whether of the kind enumerated herein or otherwise, not within the reasonable control of
the Party claiming suspension, and which by the exercise of due diligence, such Party has
been unable to prevent or overcome, including without limitations acts of God, the
government, or a public enemy; strikes, lockouts, or other industrial disturbances; wars,
terrorism, blockades, or civil disturbances of any kind; epidemics, landslides, hurricanes,
washouts, tornadoes, storms, fires, explosions, arrests, and restraints of governments or
people, freezing of, breakage or accident to, or the necessity for making repairs to
machinery or lines of pipe, and the inability of either the claiming Party to acquire, or the
delays on the part of either of the claiming Party in acquiring, at reasonable cost and after

the exercise of reasonable diligence: (a) any servitudes, rights of way, grants, permits or
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licenses; (b) any materials or supplies for the construction or maintenance of facilities; or
(c) any Governmental Authorizations, permits or permissions form any governmental
agency; if such are required to enable the claiming Party to fulfill its obligations
hereunder.

d) Notwithstanding any other provision of this Precedent Agreement, in the event that the
Phase | Service Commencement Date has occurred and the Phase | firm transportation
service can be provided, this Precedent Agreement provides no right for either Party to
terminate the Phase | Service Agreements. Any right to terminate the Phase | Service
Agreements following the occurrence of the Phase | Service Commencement Date shall
be governed solely by the Phase | Service Agreements.

10) Termination for Default. The occurrence and continuation of a material breach by a Party of

any of its obligations under this Precedent Agreement, unless caused by a breach by the other
Party of its obligations under this Precedent Agreement is referred to herein as a “Default".
Upon the occurrence of a Default by a Party hereto, the non-defaulting Party may provide
written notice to the defaulting Party, describing the Default in reasonable detail and
requiring the defaulting Party to remedy the Default (the "Default Notice"). If the Default is
not cured within 30 days of receipt by the defaulting Party of the Default Notice, or if such
breach is not capable of being cured within 30 days, and the defaulting Party is not
continuing thereafter in good faith and with diligence to cure such Default, the non-
defaulting Party may, by termination notice to the defaulting Party, terminate this Precedent
Agreement effective on the tenth (10th) day following receipt of the termination notice by the
defaulting Party; provided, however, that if during such ten (10) day period the defaulting

Party has commenced to remedy the Default and is continuing in good faith its efforts to
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remedy such Default, the entitlement of the non-defaulting Party to terminate this Precedent
Agreement will be suspended until the earlier of the cessation by the defaulting Party of such
efforts and the date which is ninety (90) days after the date of the Default Notice.

11) Other Pipeline Termination Rights. In addition to the provisions of Section 9 hereof,

Pipeline may terminate this Precedent Agreement at any time upon fifteen (15) days’ prior
written notice to Customer, if: (i) Pipeline, in its sole and reasonable discretion, determines
for any reason on or before October 1, 2016, that the Project contemplated herein is no longer
economically viable, (ii) Pipeline incurs or will incur costs which are twenty-five percent
(25%) or more than the cost estimate submitted as part of Pipeline’s application to the FERC
for the certificate of public convenience and necessity for the Project related to the Project
construction, or (iii) on or before October 1, 2016, substantially all of the other precedent
agreements, service agreements or other contractual arrangements for the firm transportation
service to be made available by the Project are terminated, other than by reason of
commencement of service. In the event Pipeline terminates this Precedent Agreement in
accordance with this Section 11, Customer shall not be liable pursuant to Section 8 above for
Pre-Service Costs.

12) Termination Upon Service Commencement Date; Survival. If this Precedent Agreement is

not terminated pursuant to Sections 9, 10 or 11 hereof, or otherwise in accordance with the
terms of this Precedent Agreement, then, except for those provisions herein that are stated to
survive any termination of this Precedent Agreement, this Precedent Agreement will
terminate by its express terms on the Phase | Service Commencement Date, with respect to
Phase | transportation service, or the Phase Il Service Commencement Date, with respect to

Phase Il transportation service, and thereafter Pipeline’s and Customer’s rights and
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obligations related to the transportation service contemplated herein shall be determined
pursuant to the terms and conditions of such Phase | Service Agreements and Phase | Rate
Agreements and/or Phase Il Service Agreements and Phase Il Rate Agreements, as
applicable, and Pipeline’s FERC gas tariff and/or NEB gas tariff, as effective from time to
time. Notwithstanding any termination of this Precedent Agreement, each Party shall remain
liable to the other Party for all losses or damages suffered, sustained or incurred by the other
Party as a result of a breach of any obligations of a Party which breach arose prior to
termination of this Precedent Agreement, provided that Customer’s liability shall only apply
if and to the extent it is to be liable in accordance with Section 8 and, such liability, if any,
shall not exceed its share of Pre-Service Costs determined in accordance with Section 8.
Notwithstanding any termination of this Precedent Agreement pursuant to terms of this
Precedent Agreement, to the extent that a provision of this Precedent Agreement
contemplates that one or both Parties may have further rights and/or obligations hereunder
following such termination, the provision shall survive such termination as necessary to give
full effect to such rights and/or obligations.

13) Creditworthiness. At all times during the effectiveness of this Precedent Agreement and the

related Service Agreement(s), Customer, pursuant to the criteria and terms set forth in this
Section 13, shall either maintain a Creditworthy status, as defined below, or furnish sufficient
credit support to Pipeline.

a) Creditworthiness Standard. Customer shall at all times during the effectiveness of this

Precedent Agreement and the Service Agreement(s) be Creditworthy or provide the
Guaranty or the Letter of Credit contemplated herein.  For purposes herein,

“Creditworthy” means, in respect of the applicable entity, such entity has and maintains:
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(i) a long-term senior unsecured debt rating from (a) Moody’s Investors Service, Inc.
(“Moody’s”) of Baa3 or higher, and (b) Standard & Poor’s (“S&P”) of BBB- or higher
and, with respect to each rating, not on negative credit watch or outlook, and (ii) a
sufficient open line of credit as of the Effective Date. Pipeline acknowledges and agrees
that, as of the effective date of this Precedent Agreement, Customer has a sufficient open
line of credit with Pipeline and Customer shall not at any time hereafter be required to
establish any line of credit in connection with this Precedent Agreement. If Customer is
rated by only one of the foregoing credit rating agencies, Customer shall be creditworthy
if it has the rating described in the foregoing sentence from the agency by which it is
rated. If Customer is rated by both of the rating agencies described above but one such
agency’s rating is lower than the other agency’s rating, then Customer’s creditworthiness
shall be determined based on the lower of the Moody’s or S&P rating. Alternatively,
Customer may be accepted as Creditworthy by Pipeline if Pipeline determines that,
notwithstanding the absence of the rating requirements in this Section 13(a), the financial
position of Customer (or an entity that guarantees all of Customer’s payment obligations)
is and remains acceptable to Pipeline during the term of the Precedent Agreement, the
Phase | Service Agreements and the Phase Il Service Agreements.

b) Failure to Meet Creditworthiness Standard. In the event Customer fails at any time or

from time to time during the term of this Precedent Agreement or the applicable service
agreements to meet the Creditworthy standard set forth in Section 13(a) (including if its
Guarantor, if applicable is no longer Creditworthy), Customer shall provide credit
support to Pipeline in the form of one of the following methods set forth in this Section

13(h):
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Guaranty. Customer will provide, or cause to be provided, a guaranty (a “Guaranty”)
from Customer’s parent company or from an affiliate (a “Guarantor”), provided the
Guaranty shall serve to satisfy Customer’s obligations under this Section 13 only if
such Guarantor is Creditworthy, and only for so long as the Guarantor remains
Creditworthy and for so long as it guarantees Customer’s payment obligations and the
Guaranty otherwise satisfies the requirements of this clause (i). The Guaranty shall:
(a) guarantee all payment obligations of Customer under this Precedent Agreement,
the Phase | Service Agreements and the Phase Il Service Agreements, (b) remain in
effect until all payment obligations under this Precedent Agreement, the Phase I
Service Agreements and the Phase Il Service Agreements have been satisfied in full,
and (c) be in a form and content substantially similar to Exhibit D hereto. Pipeline
may require, at any time and from time to time, Customer to provide, or cause to be
provided, an additional guaranty from a Creditworthy guarantor if the original
Guarantor is, at any time, no longer Creditworthy. If Customer becomes
Creditworthy after providing a Guaranty, Customer may request a discharge and
return of such Guaranty, and following such request Pipeline shall promptly provide
such discharge and return.

Letter of Credit. If, at any time and from time to time, during the effectiveness of this

Precedent Agreement, the Phase | Service Agreements and/or the Phase Il Service
Agreements Customer fails to meet the requirements of Sections 13(a) and 13(b)(i)
above, Customer shall provide, or cause to be provided, at its sole cost, a standby
irrevocable letter of credit (a “Letter of Credit”) from a Qualified Institution. For

purposes herein, a “Qualified Institution” shall mean a major U.S. or Canadian
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commercial bank, or the U.S. branch offices of a foreign bank, which is not the
Customer or Customer’s Guarantor (or a subsidiary or affiliate of the Customer or
Customer’s Guarantor) and which has assets of at least $10 billion dollars and a credit
rating of at least “A-" by S&P, or “A3” by Moody’s. Pipeline may require Customer
at Customer’s cost to substitute a Qualified Institution if the Letter of Credit provided
is, at any time, from a financial institution which is no longer a Qualified Institution.
The Letter of Credit shall: (i) remain in effect until all payment obligations under this
Precedent Agreement, the Phase | Service Agreements and the Phase Il Service
Agreements have been satisfied in full, (ii) be in a form acceptable to Pipeline, which
for purposes herein shall mean in form and content substantially similar to Exhibit E
hereto, and (iii) be in the amount equal to twenty-four (24) months of reservation
charges based on the MDQ and reservation rates under the Service Agreement(s). If
Customer becomes Creditworthy after providing a Letter of Credit, Customer may
request a discharge and return of such Letter of Credit, and following such request
Pipeline shall promptly provide such discharge and return.

c) Demand for Assurances. At any time and from time to time, Pipeline shall have the right

to require that Customer demonstrate Customer’s, or its Guarantor’s, continuing
satisfaction of the creditworthiness and credit support requirements in this Section 13.
Customer will have a period of five (5) business days to make such demonstration or to
furnish credit support acceptable to Pipeline in accordance with this Section 13.

d) Failure to Comply. The failure of Customer to timely satisfy or maintain the

requirements set forth in this Section 13 shall in no way relieve Customer of its other

obligations under this Precedent Agreement, the Phase | Service Agreements and/or the
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Phase Il Service Agreements, nor shall it affect Pipeline’s right to seek damages or
performance under this Precedent Agreement and/or the Service Agreement(s). Further,
if, prior to the earlier of the Phase | Service Commencement Date or the Phase Il Service
Commencement Date, Customer fails to timely satisfy or maintain the requirements set
forth in this Section 13, then Pipeline may give written notice to Customer of such
failure, and, if such failure is has not been cured within five (5) business days following
the receipt by Customer of such notice, then Pipeline may elect to suspend or terminate
performance under this Precedent Agreement, or to terminate this Precedent Agreement
and, if applicable, the Phase | Service Agreements and/or the Phase Il Service
Agreements.

e) Term of Credit Provisions and Survival. This Section 13 shall survive the termination of

this Precedent Agreement and shall remain in effect until all payment obligations under
this Precedent Agreement, the Phase | Service Agreements and the Phase Il Service

Agreements, if applicable, have been satisfied in full.

f) Replacement Customer Creditworthiness. In the event Customer assigns this Precedent
Agreement, the Phase | Service Agreements and/or the Phase Il Service Agreements in
accordance with the applicable assignment provision(s), or in the event Customer
permanently releases all or a portion of Customer’s capacity under the Phase | Service
Agreements and/or Phase Il Service Agreements in accordance with Pipeline’s FERC
Gas tariff and/or NEB Gas tariff, then the assignee and/or the permanent replacement
customer, as applicable, shall be required to satisfy the requirements of this Section 13

with respect to all such assigned or replacement agreements, and upon satisfaction of the
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requirements of this Section 13, Pipeline shall return to Customer any Guaranty or Letter
of Credit which had been furnished by Customer pursuant to this Section 13.
14) Amendments. This Precedent Agreement may not be modified or amended unless the Parties

execute written agreements to that effect.

15) Successors; Assignments.  Any company which succeeds by purchase, merger, or
consolidation of title to all or substantially all of the assets of a Party will be entitled to the
rights and will be subject to the obligations of such Party in title under this Precedent
Agreement, and in such respect, no consent to such an assignment shall be required from the
other Party. In addition, this Precedent Agreement is assignable in whole or in part without
the prior written consent of the Customer: (a) by Pipeline or either DTE or Spectra to either
or both of: (i) NEXUS Gas Transmission, LLC; and (ii) NEXUS Gas Transmission Canada;
(b) by Pipeline to any joint venture or similar collaborative entity created between DTE and
Spectra, provided such entity is created for the sole purpose of advancing the Project (it being
understood that it is the intention of DTE and Spectra to establish pipeline companies in the
name of NEXUS Gas Transmission, LLC and NEXUS Gas Transmission Canada, or another
joint venture or similar collaborative, to advance the Project); or (c) between DTE and
Spectra, in respect of each Party’s interests in the Project. Otherwise, neither Customer nor
Pipeline may assign any of its rights or obligations under this Precedent Agreement without
the prior written consent of the other Party hereto, such consent not to be unreasonably
withheld. Notwithstanding the foregoing, Pipeline shall have the right, without obtaining
Customer’s consent, to pledge or assign its rights under this Precedent Agreement, the Phase

I Service Agreements, the Phase Il Service Agreements, the Phase | Rate Agreements and/or
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the Phase Il Rate Agreements as collateral security for indebtedness incurred by Pipeline (or
by an affiliate of Pipeline) for the Project.

16) No Third-Party Rights. Except as expressly provided for in this Precedent Agreement,

nothing herein expressed or implied is intended or shall be construed to confer upon or give
to any person not a Party hereto any rights, remedies or obligations under or by reason of this
Precedent Agreement.

17) Joint Efforts: No Presumptions. Each and every provision of this Precedent Agreement shall

be considered as prepared through the joint efforts of the Parties and shall not be construed
against either Party as a result of the preparation or drafting thereof. It is expressly agreed
that no consideration shall be given or presumption made on the basis of who drafted this
Precedent Agreement or any specific provision hereof.

18) Recitals and Representations. The recitals and representations appearing first above are

hereby incorporated in and made a part of this Precedent Agreement.

19) Choice of Law. This Precedent Agreement shall be governed by, construed, interpreted, and

performed in accordance with the laws of the State of Ohio, without recourse to any laws
governing the conflict of laws.

20) Notices. Except as herein otherwise provided, any notice, request, demand, statement, or bill
provided for in this Precedent Agreement, or any notice which either Party desires to give to
the other, must be in writing and will be considered duly delivered when mailed by registered
or certified mail or overnight courier or when provided by personal delivery or electronic

mail to the other Party’s address set forth below:

-43-
17484905.2



Pipeline: Vice President, Business Development
5400 Westheimer Court
Houston, TX 77056
brmckerlie@spectraenergy.com
Phone — (713) 627-4582
Fax — (713) 627-4727

Customer: Manager Transportation Acquisition
50 Keil Dr N, Chatham, Ontario, Canada
thodgson@uniongas.com

Phone - (519) 436-4606
Fax - (519) 436-4643

or at such other address as either Party designates by written notice.  Routine
communications, including monthly statements, will be considered duly delivered when
mailed by registered mail, certified mail, ordinary mail, or overnight courier or when
provided by electronic mail to the person and at the addresses noted above or as otherwise
designated pursuant to this Section 20.

21) Waivers. The waiver by either Party of a breach or violation of any provision of this
Precedent Agreement will not operate as or be construed to be a waiver of any subsequent
breach or violation hereof.

22) Counterparts. This Precedent Agreement may be executed in any number of counterparts,
each of which will be an original, but such counterparts together will constitute one and the
same instrument.

23) Headings. The headings contained in this Precedent Agreement are for reference purposes
only and shall not affect the meaning or interpretation of this Precedent Agreement.

24) Governmental Authorizations. Notwithstanding any provision to the contrary, each provision

of this Precedent Agreement shall be subject to all applicable laws, statutes, ordinances,

regulations, rules, court decisions and Governmental Authorizations.
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25) Definitions. Capitalized terms used herein have the meanings ascribed to them in the body of
this Precedent Agreement, and for the purposes of reference only are listed in Exhibit F
attached hereto.

[signature page follows]
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EXECUTION VERSION

EXHIBIT A

Form of Service Agreement — U.S.

See Attached.
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EXECUTION VERSION

EXHIBITB

Form of Service Agreement — Canada

See Attached.
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EXECUTION VERSION

EXHIBIT C

Capital Cost Tracking Adjustment
for
Statement of Negotiated Rates

New US Phase Il Facilities

Capital Cost Estimate U.S. Pipeline and Customer acknowledge that the capital costs
attributable to the construction of the U.S. portion of the Phase 11 Facilities that are required to be
constructed and owned by Pipeline or constructed and owned by third parties on third party
owned existing pipeline systems for the provision of transportation service in Phase Il (the “New
US Phase Il Facilities”), which capital costs will underlie a portion of the Reservation Rate for
firm transportation service for Phase Il are reasonably estimated to be $1,625,000,000.00 (U.S.).
In accordance with Section 3(d)(ii)(3) of the Precedent Agreement, Pipeline will deliver to
Customer a final capital cost estimate (the “Final U.S. Capital Cost Estimate”) for the New US
Phase Il Facilities, which estimate will underlie a portion of the Final Reservation Rate (as
defined in Section 3(d)(ii)(3) of the Precedent Agreement) for firm transportation service for
Phase 1l (as further described in the final revised Rate Breakdown to be provided by Pipeline to
Customer in accordance with Section 3(d)(ii)(3)). The Final U.S. Capital Cost Estimate will be
provided substantially in the same form as in Exhibit K — Cost of Facilities (as defined in the
Federal Energy Regulatory Commission’s Code of Federal Regulations) (“Exhibit K”) and will
be included with the certificate application filed by Pipeline with the Federal Energy Regulatory
Commission (“Commission”) for the Project.

Negotiated Reservation Rate Adjustment. The Final Reservation Rate will be adjusted, pursuant
to the provisions set forth herein, to reflect any differences between the Final U.S. Capital Cost
Estimate and the actual amount of capital costs attributable to the New US Phase Il Facilities.

Pipeline will adjust the portion of the Final Reservation Rate attributable to the New US Phase Il
Facilities as set forth in the final revised Rate Breakdown (the “New U.S. Facility Rate
Portion”) at least thirty (30) days, but not more than sixty (60) days, prior to the Phase Il Service
Commencement Date. The adjustment to the New U.S. Facility Rate Portion will be based on a
comparison between the Final U.S. Capital Cost Estimate and an updated cost report prepared by
Pipeline and provided to Customer which updates the estimate of the capital costs for the New
US Phase Il Facilities, substantially in the form of an Exhibit K (the “Updated U.S. Capital
Cost”). Pipeline will file such Updated U.S. Capital Cost report with the Commission at least
thirty (30) days, but not more than sixty (60) days, prior to the Phase Il Service Commencement
Date.

In making the adjustment described above, Pipeline will adjust the New U.S. Facility Rate
Portion to reflect the percentage increase or decrease between the Updated U.S. Capital Cost and
the Final U.S. Capital Cost Estimate. In the event that the Updated U.S. Capital Cost exceeds the
Final U.S. Capital Cost Estimate, the New U.S. Facility Rate Portion of the Final Reservation
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Rate will be adjusted upward by multiplying it to the ratio of the Updated U.S. Capital Cost to
the Final U.S. Capital Cost Estimate; provided that if the Updated U.S. Capital Cost exceeds the
Final U.S. Capital Cost Estimate by more than 15%, then the multiplier to the New U.S. Facility
Rate Portion will be 1.15. In the event that the Updated U.S. Capital Costs are less than the Final
U.S. Capital Cost Estimate, the New U.S. Facility Rate Portion of the Final Reservation Rate will
be adjusted downward by multiplying it to the ratio of the Updated U.S. Capital Cost to the Final
U.S. Capital Cost Estimate; provided that if the Updated U.S. Capital Cost is less than the Final
U.S. Capital Cost Estimate by more than 15%, then the multiplier to the New U.S. Facility Rate
Portion will be .85.

Pipeline will make a final adjustment to the New U.S. Facility Rate Portion no later than 210
days after the Phase Il Service Commencement Date. In making the final adjustment, Pipeline
shall prepare and provide to Customer a final cost report which sets forth the actual capital costs
for the New US Phase Il Facilities, substantially in the form of an Exhibit K (“Final U.S.
Capital Costs”). In the event the Final U.S. Capital Costs exceed the Updated U.S. Capital
Costs, then the New U.S. Facility Rate Portion of the Final Reservation Rate will be adjusted
upward by multiplying it to the ratio of the Final U.S. Capital Costs to the Updated U.S. Capital
Costs; provided that, in any event, the maximum upward adjustment to the New U.S. Facility
Rate Portion shall be capped at 1.15 of what was set forth in the Rate Breakdown for the New
U.S. Facility Rate Portion provided by Pipeline at the time it delivered the Final Reservation
Rate pursuant to Section 3(d)(ii)(3). In the event the Final U.S. Capital Costs are less than the
Updated U.S. Capital Costs, then the New U.S. Facility Rate Portion of the Final Reservation
Rate will be adjusted downward by multiplying it to the ratio of the Final U.S. Capital Costs to
the Updated U.S. Capital Costs; provided that, in any event, the maximum downward adjustment
to the New U.S. Facility Rate Portion shall be capped at .85 of what was set forth in the Rate
Breakdown for the New U.S. Facility Rate Portion provided by Pipeline at the time it delivered
the Final Reservation Rate pursuant to Section 3(d)(ii)(3).

In the event that the adjusted Reservation Rate decreases because the Final U.S. Capital Costs
are less than the Updated U.S. Capital Costs, Pipeline will refund Customer an amount
(including interest at the Commission’s approved interest rate pursuant to 18 C.F.R. §154.501,
hereafter the “FERC Interest Rate”) equal to the difference between the revenue received from
Customer for the time period that Customer paid the higher rate and the revenue that Pipeline
would receive for such time period had Customer paid the adjusted rate. In the event that the
adjusted Reservation Rate increases because the Final U.S. Capital Costs are more than the Final
U.S. Capital Cost Estimate, Customer will pay Pipeline an amount (including interest at the
FERC Interest Rate) equal to the difference between the revenue received from Customer for the
time period that Customer paid the lower rate and the revenue that Pipeline would have received
for the time period had Customer paid the adjusted rate.

Recourse Reservation Rate Adjustment. In the case of an upward adjustment to the Final
Reservation Rate, Pipeline will file the Updated U.S. Capital Cost report, together with an
adjusted recourse rate applicable to transportation service for Phase |1, with the Commission at
least thirty (30) days, but no more than sixty (60) days, prior to the Phase Il Service
Commencement Date. In the case of a downward adjustment to the Final Reservation Rate,
Pipeline has the right, but not any obligation, to prepare and file such Updated U.S. Capital Cost
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report and/or an adjustment to the recourse rate applicable to transportation service for Phase Il
with the Commission.

Cost Reports. Pipeline will prepare the Updated U.S. Capital Cost report in accordance with
Section 157.14(a)(13) of Title 18 of the Code of Federal Regulations. Such report will reflect
Pipeline’s reasonable good faith estimate at the time of the total capital costs attributable to New
US Phase Il Facilities as constructed. Pipeline will prepare the Final U.S. Capital Cost report in
accordance with Section 157.14(a)(13) of Title 18 of the Code of Federal Regulations. Such
report will reflect Pipeline’s actual capital costs attributable to the New US Phase 1l Facilities as
constructed.

New Canadian Phase Il Facilities

Capital Cost Estimate Canada. Pipeline and Customer acknowledge that the capital costs
attributable to the construction of the Canadian portion of the Phase Il Facilities that are required
to be constructed and owned by Pipeline or constructed and owned by third parties on third party
owned existing pipeline systems for the provision of transportation service in Phase Il (the “New
Canadian Phase Il Facilities”), which capital costs will underlie a portion of the Reservation
Rate for firm transportation service for Phase Il are reasonably estimated to be $0.00 (Cdn.). In
accordance with Section 3(d)(ii)(3) of the Precedent Agreement, Pipeline will deliver to
Customer a final capital cost estimate (the “Final Canada Capital Cost Estimate”) for the New
Canadian Phase Il Facilities, which estimate will underlie a portion of the Final Reservation Rate
(as defined in Section 3(d)(ii)(3) of the Precedent Agreement) for firm transportation service for
Phase Il (as further described in the final revised Rate Breakdown to be provided by Pipeline to
Customer in accordance with Section 3(d)(ii)(3)). The Final Canada Capital Cost Estimate will
be provided substantially in the same form as a Class 111 Estimate and will be included with the
certificate application filed by Pipeline with the National Energy Board of Canada (“NEB”) for
the Project.

Negotiated Reservation Rate Adjustment. The Final Reservation Rate will be adjusted, pursuant
to the provisions set forth herein, to reflect any differences between the Final Canada Capital
Cost Estimate and the actual amount of capital costs attributable to the New Canadian Phase Il
Facilities.

Pipeline will adjust the portion of the Final Reservation Rate attributable to the New Canada
Phase 1l Facilities as set forth in the final revised Rate Breakdown (the “New Canada Facility
Rate Portion”) at least thirty (30) days, but not more than sixty (60) days, prior to the Phase Il
Service Commencement Date. The adjustment to the New Canada Facility Rate Portion will be
based on a comparison between the Final Canada Capital Cost Estimate and an updated cost
report prepared by Pipeline and provided to Customer which updates the estimate of the capital
costs for the New Canada Phase 11 Facilities, substantially in the form of a Class 111 Estimate (the
“Updated Canada Capital Cost”). If required, Pipeline will file such Updated Canada Capital
Cost report with the NEB at least thirty (30) days, but not more than sixty (60) days, prior to the
Phase Il Service Commencement Date.

In making the adjustment described above, Pipeline will adjust the New Canada Facility Rate
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Portion to reflect the percentage increase or decrease between the Updated Canada Capital Cost
and the Final Canada Capital Cost Estimate. In the event that the Updated Canada Capital Cost
exceeds the Final Canada Capital Cost Estimate, the New Canada Facility Rate Portion of the
Final Reservation Rate will be adjusted upward by multiplying it to the ratio of the Updated
Canada Capital Cost to the Final Canada Capital Cost Estimate; provided that if the Updated
Canada Capital Cost exceeds the Final Canada Capital Cost Estimate by more than 15%, then the
multiplier to the New Canada Facility Rate Portion will be 1.15. In the event that the Updated
Canada Capital Costs are less than the Final Canada Capital Cost Estimate, the New Canada
Facility Rate Portion of the Final Reservation Rate will be adjusted downward by multiplying it
to the ratio of the Updated Canada Capital Cost to the Final Canada Capital Cost Estimate;
provided that if the Updated Canada Capital Cost is less than the Final Canada Capital Cost
Estimate by more than 15%, then the multiplier to the New Canada Facility Rate Portion will be
.85.

Pipeline will make a final adjustment to the New Canada Facility Rate Portion no later than 210
days after the Phase Il Service Commencement Date. In conducting the final adjustment,
Pipeline shall prepare and provide to Customer a final cost report which sets forth the actual
capital costs for the New Canada Phase Il Facilities (“Final Canada Capital Costs™). In the
event the Final Canada Capital Costs exceeds the Updated Canada Capital Costs, then the New
Canada Facility Rate Portion of the Final Reservation Rate will be adjusted upward by
multiplying it to the ratio of the Final Canada Capital Costs to the Updated Canada Capital
Costs; provided that, in any event, the maximum upward adjustment to the New Canada Facility
Rate Portion shall be capped at 1.15 of what was set forth in the Rate Breakdown for the New
Canada Facility Rate Portion provided by Pipeline at the time it delivered the Final Reservation
Rate pursuant to Section 3(d)(ii)(3). In the event the Final Canada Capital Costs are less than the
Updated Canada Capital Costs, then the New Canada Facility Rate Portion of the Final
Reservation Rate will be adjusted downward by multiplying it to the ratio of the Final Canada
Capital Costs to the Updated Canada Capital Costs; provided that, in any event, the maximum
downward adjustment to the New Canada Facility Rate Portion shall be capped at .85 of what
was set forth in the Rate Breakdown for the New Canada Facility Rate Portion provided by
Pipeline at the time it delivered the Final Reservation Rate pursuant to Section 3(d)(ii)(3).

In the event that the adjusted Reservation Rate decreases because the Final Canada Capital Costs
are less than the Updated Canada Capital Costs, Pipeline will refund Customer an amount
(including interest at the NEB’s approved interest rate, hereafter the “Interest Rate”) equal to
the difference between the revenue received from Customer for the time period that Customer
paid the higher rate and the revenue that Pipeline would have received for the time period had
Customer paid the adjusted rate. In the event that the adjusted Reservation Rate increases
because the Final Canada Capital Costs are more than the Final Canada Capital Cost Estimate,
Customer will pay Pipeline an amount (including interest at the Interest Rate) equal to the
difference between the revenue received from Customer for the time period that Customer paid
the lower rate and the revenue that Pipeline would have received for the time period had
Customer paid the adjusted rate.

Recourse Reservation Rate Adjustment. In the case of an upward adjustment to the Final
Reservation Rate and if required, Pipeline will file the Updated Canada Capital Cost report,
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together with an adjusted recourse rate applicable to transportation service for Phase 1l, with the
NEB at least thirty (30) days, but no more than sixty (60) days, prior to the Phase Il Service
Commencement Date. In the case of a downward adjustment to the Final Reservation Rate and
if required, Pipeline will file such Updated Canada Capital Cost report and/or an adjustment to
the recourse rate applicable to transportation service for Phase 11 with the NEB.

Cost Report. The Updated Canada Capital Cost report will reflect Pipeline’s reasonable good
faith estimate at the time of the total capital costs attributable to New Canadian Phase I
Facilities as constructed. Pipeline will prepare the Final Canada Capital Costs report
substantially in the same form as a Class Ill Estimate included with the certificate application
filed by Pipeline with the NEB. Such report will reflect Pipeline’s actual capital costs
attributable to the New Canada Phase Il Facilities as constructed.
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EXECUTION VERSION

EXHIBITD

Form of Guarantee

See Attached.
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EXECUTION VERSION

EXHIBITE

Form of Letter of Credit

See Attached.
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EXECUTION VERSION

EXHIBIT F

DEFINITIONS

1) Definitions
In the Precedent Agreement:
a) “Anchor Shipper” as such term is defined in the “Open Season notice” for the Project.
b) *“Capital Cost Tracking Adjustment” has the meaning ascribed to that term in Section
3(d)(ii)(3).
c) “Class Il Estimate” has the meaning ascribed to that term in Section 3(d)(ii)(3)
d) “Creditworthy” has the meaning ascribed to that term in Section 12(a).
e) “Customer” has the meaning ascribed to that term in the recitals.
f) “Customer’s Authorizations” has the meaning ascribed to that term in Section 2(a).
g) “Customer’s Contracted MDQ” has the meaning ascribed to that term in Section 2(d).
h) “Dawn” has the meaning ascribed to that term in the recitals.
i) “Default” has the meaning ascribed to that term in Section 10.
J) “Default Notice” has the meaning ascribed to that term in Section 10.
k) “DTE” has the meaning ascribed to that term in the recitals.
I) “Effective Date” has the meaning ascribed to that term in the recitals.
m) “Union” has the meaning ascribed to that term in the recitals.
n) “Estimate Phase Il Commencement Date” has the meaning ascribed to that term in
Section 3(c).
0) “Estimated Phase | Rate Ranges” has the meaning ascribed to that term in Section

3(d)(0).
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p) “Estimated Phase Il Rate Ranges” has the meaning ascribed to that term in Section
3(d)(ii)(2).

g) “FERC” has the meaning ascribed to that term in Section 1(a).

r) “Final Reservation Rates” has the meaning ascribed to that term in Section 3(d)(ii)(3).
s) “Force Majeure” has the meaning ascribed to that term in Section 9(c).

t) “Forms of Commercial Agreements” has the meaning ascribed to that term in Section
3(b).

u) “Governmental Authorizations” has the meaning ascribed to that term in Section 1(a).
v) “Guarantor” has the meaning ascribed to that term in Section 13(b)(i).

w) “Guaranty” has the meaning ascribed to that term in Section 13(b)(i).

X) “In-Service Date Notice” has the meaning ascribed to that term in Section 4(b).

y) “Initial Receipt Point Information” has the meaning ascribed to that term in Section
1(c).

z) “International Border” has the meaning ascribed to that term in the recitals.

aa) “Letter of Credit” has the meaning ascribed to that term in Section 13(b)(ii).

bb) “MDDO” has the meaning ascribed to that term in Section 3(a).

cc) “MDRO” has the meaning ascribed to that term in Section 3(a).

dd) “MDQ” has the meaning ascribed to that term in Section 3(a).

ee) “Moody’s” has the meaning ascribed to that term in Section 13(a).

ff) “NEB” has the meaning ascribed to that term in Section 1(a).

gg) “New Phase Il Facilities” has the meaning ascribed to that term in Section 3(d)(ii)(2).
hh) “Open Season” has the meaning ascribed to that term in the recitals.

i) “OEB” has the meaning ascribed to that term in Section 3(b).
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jj) “Party” or “Parties” has the meaning ascribed to that term in the recitals.

kk) “Phase I” has the meaning ascribed to that term in the recitals.

Il) “Phase | Rate Agreements” has the meaning ascribed to that term in Section 3(d)(i).
mm) “Phase | Service Agreement - Canada” has the meaning ascribed to that term in
Section 3(a).

nn) “Phase | Service Agreement — U.S.” has the meaning ascribed to that term in Section
3(a).

00) “Phase | Service Agreements” has the meaning ascribed to that term in Section 3(a).
pp) “Phase | Service Commencement Date” has the meaning ascribed to that term in
Section 4(a).

qq) “Phase I1” has the meaning ascribed to that term in the recitals.

rr) “Phase Il Facilities” has the meaning ascribed to that term in Section 3(d)(ii)(2)

ss) “Phase Il Rate Agreements” has the meaning ascribed to that term in Section
3(d)(ii)(3).

tt) “Phase Il Service Agreement - Canada” has the meaning ascribed to that term in
Section 3(b).

uu) “Phase Il Service Agreement — U.S.” has the meaning ascribed to that term in Section
3(b).

vv) “Phase Il Service Agreements” has the meaning ascribed to that term in Section 3(b).
ww) “Phase Il Service Commencement Date” has the meaning ascribed to that term in
Section 4(b).

xX) “Pipeline” has the meaning ascribed to that term in the recitals.

yy) “Precedent Agreement” has the meaning ascribed to that term in the recitals.

-3-
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zz) “Pre-Service Costs” has the meaning ascribed to that term in Section 8.

aaa) “Project” has the meaning ascribed to that term in the recitals.

bbb) “Qualified Institution” has the meaning ascribed to that term in Section 13(b)(ii).
ccc) “Rate Breakdown” has the meaning ascribed to that term in Section 3(d)(ii)(3)

ddd) “Reservation Rates” has the meaning ascribed to that term in Section 3(d)(i).

eee) “Revised Phase Il Rates” has the meaning ascribed to that term in Section 3(d)(ii)(3).
fff) “ROFR” has the meaning ascribed to that term in Section 3(f).

ggg) “S&P” has the meaning ascribed to that term in Section 13(a).

hhh) “Spectra” has the meaning ascribed to that term in the recitals.

i) “Willow Run” has the meaning ascribed to that term in the recitals.

17484905.2
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

Prior to August 11, 2014, what would have been the commercial consequences to Union to not
entering into a binding precedent agreement (deposits, bid guarantee, etc.).

Response:

Union would not have had any commercial consequences had it not entered into the NEXUS
Precedent Agreement in August of 2014. However, Union was committed to the project
beginning with the initial open season bid it placed in November of 2012.

Please also see the response to Exhibit B.T2.Union.Staff.17.
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

Specifically when did Union agree to an increase in capacity from 75,000 to 150,000 Dth/d?

Response:

Union’s commitment as anchor shipper has been 150,000 Dth/d since the initial bid into the 2012
Open Season and has not changed since that time. The 75,000 Dth/d of Phase 1 capacity
referenced in Exhibit A, page 39, lines 4-14, was an interim transportation service using existing
infrastructure that Union and NEXUS had contemplated to flow from November 1, 2015 until
the in-service of the NEXUS pipeline. This Phase 1 service was later removed from the project
scope.
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

Prior to signing the May 28, 2015 PA, what would have been the commercial consequences to
Union to:

a) Contract for 75,000 Dth/day.

b) To not contract for any capacity?

Response:

a) Union was committed to the NEXUS project when it entered into the open season in late 2012
and was bound to the 150,000 Dth/d level once it had executed the original Precedent
Agreement in August of 2014. If Union had requested to reduce its initial and binding
commitment to 75,000 Dth/d in May of 2015, Union would have lost anchor shipper status,
been potentially subject to pre-service development costs on the portion of the capacity it had
reduced by as well as potentially put the entire project in jeopardy.

b) In addition to potentially putting the project in jeopardy, depending on the cause for the
termination of the Precedent Agreement, Union could have been liable for its share of the pre-
service development costs.
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 39-43

Preamble: We would like to have clarity on the timelines and specifics associated with the
evolution of the Precedent Agreement (PA).

When did Union provide notice of non-renewal to Alliance pipeline to cease capacity on that
pipe from Empress?

Response:

Union executed the “Notice of Extension” on November 16, 2010 which notified Alliance
Pipeline that Union would not renew its contracted capacity beyond November 30, 2015.
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference: Exhibit A

What paths provide direct access from Utica and Marcellus share basins to Niagara instead of
Dawn? Please explain why Union did not consider these options to increase its supply sourced
from Utica and Marcellus share basins.

Response:

Please see the response at Exhibit B.T2.Union.Staff.17.
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Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: 1) EB-2015-0010, letter written on behalf of Consumers Council of Canada
("CCC™), Canadian Manufacturers & Exporters ("CME"), the Building Owners
and Managers Association, Greater Toronto ("BOMA"), the Federation of Rental-
housing Providers of Ontario ("FRPQO"), Vulnerable Energy Consumers Coalition
("VECC"), London Property Management Association ("LPMA") and School
Energy Coalition ("SEC"), August 5, 2015

Preamble: On August 5, 2015, several intervenors in the OEB EB-2015-0100 proceeding
wrote a letter to the Board requesting that a comprehensive gas supply and
transportation review for Union and Enbridge take place as soon as possible, or as
part of the EB-2015-0166 / EB-2015-0175 proceeding.

a) Considering the significant impacts of NEXUS to the overall supply portfolios of both Union
and Enbridge, would Union support undertaking a comprehensive gas supply and
transportation review before the close of this proceeding?

Response:

a) No. Please see Attachment 1, EB-2015-0010 - Union Response to CME and IGUA Letters
dated August 19, 2015.
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Attachment 1

August 19, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:

RE: EB-2015-0010 — Union Gas Limited — 2014 Disposition of Deferral Account Balances and
2014 Earnings Sharing Amount — Union Response to CME and IGUA Letters

On August 5, 2015, counsel for the Canadian Manufacturers & Exporters filed a letter with the Board in
the above noted proceeding (the “CME Letter”) *. As discussed further below, the CME Letter seeks to
encourage the Board to initiate a gas supply related proceeding. On August 11, counsel for the Industrial
Gas Users Association (“IGUA”) filed a letter in support of the CME Letter. This is Union’s response to
these two letters.

The CME Letter calls on the Board to “provide an appropriate forum to hear evidence and make findings
of principles and criteria which the utilities respective gas acquisition strategies may be evaluated for
approval to ensure they are in the public interest.”

The premise on which the CME Letter rests appears to be two-fold. First, the CME Letter indicates that
both Union and Enbridge Gas Distribution are “required to file their Gas Supply Plans as part of their
annual applications for Disposition of Deferral Accounts and Earning Sharing Amounts.” Second, the
Letter indicates that parties and the Board may not have the opportunity in any particular application to
undertake a “holistic” review of the North American gas supply market. Both statements are incorrect.

1. The Gas Supply Plan and Memorandum

The Board has already had before it, and parties have had an opportunity to comment on, extensive
evidence and expert analysis (i) relating to Union’s gas supply planning process, methodology, and plan
and (i) verifying that those aspects reflect appropriate and objective planning principles. There is no
reason to initiate a new proceeding to consider what has already been done by the Board.

! The CME Letter indicates that, along with CME, it has been filed on behalf of the Consumers Council of Canada, the Building Owners and
Managers Association of Greater Toronto, the Federation of Rental-housing Providers of Ontario, the Vulnerable Energy Consumers
Coalition, the London Property Management Association and the School Energy Coalition.
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Furthermore, there is no requirement in Union’s Board-approved IRM Agreement, or otherwise, that
Union file its Gas Supply Plan as part of its Non-commodity Deferral Account and Earnings Sharing
proceeding, nor that Union seek any specific approval from the Board as part of that proceeding. For this
reason, Union sought no approval from the Board in EB-2015-0010 in relation to the costs associated
with its Gas Supply Plan. As noted below, Union does have obligations to file its Gas Supply Plan
Memorandum for information purposes and to present the Gas Supply Plan Memorandum at its annual
stakeholder meeting.

In EB-2011-0210 (Union’s 2013 Cost of Service proceeding), the Board directed that Union “file with the
Board an expert, independent review of its gas supply plan, its gas supply planning process, and gas
supply planning methodology.” This review, performed by Sussex Economic Advisers (“Sussex”), was
filed in EB-2013-0109 (Union’s 2012 Non-commodity Deferral Account and Earnings Sharing
proceeding). The Sussex Report verified that Union’s gas supply planning process, methodology, and
plan reflects appropriate planning principles that are objectively applied and result in a Gas Supply Plan
that is “right sized”. Sussex concluded that:

e Union’s guiding principles are sound and similar to other LDCs;

e Union’s design day demand forecast is appropriate, consistent and aligned between Union North

and Union South, and similar to other LDCs;

e Union’s gas supply portfolio reflects the circumstances of each area and is right-sized;

e Union’s approach to de-contracting/re-contracting is reasonable and similar to other LDCs; and,

e Union’s optimization approach is reasonable and consistent with the approaches of other LDCs.

In its Report, Sussex recommended that Union prepare a Gas Supply Plan Memorandum to provide a
narrative documentation of the Gas Supply Plan including the underpinning assumptions and how the
Plan conforms to the planning principles. Union agreed with all of Sussex’s recommendations, including
the preparation and filing of a Gas Supply Plan Memorandum. In its Decision, the Board stated:

“The Board finds that Union responded appropriately to the EB-2011-0210 directive to file an
independent review of its gas supply plan.” p.8

Union filed the first Gas Supply Plan Memorandum in EB-2014-0145 (Union’s 2013 Non-commodity
Deferral Account Disposition and Earnings Sharing proceeding). As part of the EB-2014-0145
Settlement Agreement, at Section 17: Scope of the Gas Supply Memorandum, the parties agreed:

“that Union will file with its annual rates application (in about September of each year), for
information, its anticipated gas supply plan for the gas year commencing in November of that year
and that this filing will take the form of Union’s gas supply plan memorandum. Union will continue to
present a review of the prior winter at the Spring stakeholder meeting as contemplated by the EB-
2013-0202 Settlement Agreement approved by the Board.”

There were no specific criticisms or suggestions by the parties regarding the Gas Supply Plan
Memorandum.

Union filed the second Gas Supply Plan Memorandum in EB-2015-0010 (Union’s 2014 Non-commaodity
Deferral Account Disposition and Earnings Sharing proceeding). Finally, Union will file the Gas Supply
Memorandum for the 2015/2016 gas year in September 2015 as part of its 2016 Rates application. Parties
will, of course, be able to ask questions in that case in relation to the Memorandum.
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2. A Review of Gas Supply Issues

The CME letter notes concerns that gas supply issues are raised within proceedings currently before the
Board including EB-2014-0182 (Burlington Oakville Project) and EB-2015-0166 (NEXUS Pipeline
Project). The CME letter states that “what is missing from such a case specific analysis is a more holistic
review of Union and EGD’s respective Gas Supply Plan Memoranda taking into account the rapid growth
of Marcellus/Utica shale gas reserves and production”. Union disagrees since, as noted above, a holistic
consideration of Union’s gas supply methodology and plan has occurred. And, with respect to shale gas,
Union’s Gas Supply Plan Memorandum specifically discuss the changing gas supply dynamics in North
America, in particular the impacts of the Marcellus/Utica shale gas, stating:

“While natural gas reserves still exist in mature natural gas basins, the economics of natural gas
production favors new emerging production basins such as Marcellus and Utica Shale. This shift
in terms of where natural gas is being produced is fundamentally changing how natural gas flows
in North America”. (p. 7)

“Marcellus and Utica shale gas present Ontario customers, including power, industrial,
commercial and residential, with an opportunity to diversify their natural gas supply portfolio and
replace declining WCSB supply. Accessing this new supply will be essential to providing diversity
of supply and affordable energy prices to fuel Ontario’s economic competitiveness. With new
infrastructure, access to these new, proximate and abundant sources of supply can increase
reliability and security for the Ontario natural gas supply portfolio” (p. 8)

“The Appalachian Basin (Marcellus and Utica supplies) has experienced the most prolific natural
gas production growth in North America.” (p. 33)

Ultimately, it is Union’s position that, to the extent a particular proceeding gives rise to a gas supply
related issue, that issue should be dealt with in the context of the proceeding, as has been done
successfully by the Board in the past. As an economic regulator, the Board in setting rates has considered
the cost associated with gas supply. The Board has likewise considered the implications of supply plans
on the appropriateness of proposed facilities. In so doing, parties, subject to relevance, can fully consider
the implications of gas supply issues and the Board has the jurisdiction to consider those aspects and to
reach conclusions in the public interest in the context of an application that has a direct effect on
ratepayers. The gas supply plan concerns noted by the CME letter are live issues in EB-2014-0182 and
EB-2015-0166 and those concerns should be dealt with in those proceedings. Indeed, the assessment of
“potential benefits to ratepayers of accessing gas from Marcellus/Utica at Niagara/Chippawa, compared
with accessing Marcellus/Utica gas at Dawn” urged in the CME Letter is a matter which is directly in
issue in EB-2014-0182. Union has done this comparison. Through its comparison, Union found that
Niagara is a trans-shipment point between TransCanada and three U.S. pipelines. Despite its proximity to
the Marcellus region, Niagara is not a liquid trading point. It does not possess the characteristics that
would make it a liquid trading point. As a result, notwithstanding that the landed cost for Niagara may be
lower than supply purchased at Dawn, it would not be prudent for Union to contract at Niagara for
significant incremental volumes.

Moreover, in each of the major facilities applications brought by Union since 2012 Union has included
extensive direct evidence, as well as independent expert analysis prepared by ICF which discusses the
changing North American gas supply dynamics. The ICF reports alone have ranged from 36 to 78 pages
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in length. In each of these facility applications, ICF’s findings have been consistent. Specifically, ICF
agrees that production from the mature North American natural gas basins is in decline while production
from the Marcellus and Utica shale gas formations in Pennsylvania, Ohio and West Virginia continue to
exceed expectations. While mature natural gas reserves still exist in western Canada, the economics of
natural gas production and transportation favour shale gas and tight gas formations which are closer to the
consuming markets. Further, natural gas prices at Marcellus and Utica are expected to continue to decline
relative to natural gas prices in the Gulf Coast and other North American supply centers. This in turn will
generate the economic incentives necessary to develop the infrastructure needed to access this source of
supply. As a result, the flow of natural gas on the Canadian and U.S. pipeline grid has, and will continue
to change, as shippers shift from long haul to short haul transportation.

In EB-2012-0433 (Parkway West proceeding), ICF opined:

“At the same time, natural gas supplies available to Ontario from western Canada, the traditional
source for most of Ontario’s natural gas supply, have been declining, and are expected to
continue to decline. As a result, Ontario’s ability to meet additional gas demand hinges on its
ability to access new sources of natural gas supply such as the Utica and Marcellus shales.”
Section 4-7, p.8

“The decline in gas supply from the WCSB will be offset by growth in natural gas supply from the
U.S. supplies delivered into Ontario via pipeline imports from Michigan and New York. Much of
this incremental natural gas supply is expected to be supplied by natural gas produced from the
Utica and Marcellus shales, which are expected to comprise an increasing share of Ontario’s gas
supply through 2025.” Section 4-7, p.10

“ICF estimates that significant new pipeline capacity from the Marcellus and Utica shale
production regions will be required to meet the growth in demand.” Section 4-7, p.11

“Potential new sources of gas supply, including Marcellus and Utica gas production, offer
economic sources of gas in proximity to the Province.” Section 4-7, p.11

“In terms of impact on Ontario, Marcellus shale is cheaper than importing from Alberta, given
the market prices in different regions and the transportation costs associated with moving natural
gas from the production region into Ontario.” Section 4-7, p.30

In EB-2014-0261 (Union’s 2016 Dawn Parkway Expansion proceeding), Union included evidence on the
Marcellus/Utica supplies at Tab 7 pp. 9-17. Specifically, Union indicated:

“The replacement of the first two transportation capacities listed in Table 7-3 are prompted by the
significant changes in market dynamics and gas supply, as described in Exhibit A, Tab 5. The
overall decline in WCSB supplies available for export to eastern markets has presented long term
security of supply risk to Union North customers since those customers are currently served
almost exclusively from the WCSB (Empress supply), which is transported via long haul
transportation capacity on the TransCanada Mainline. The emergence of abundant supplies from
the Marcellus and Utica formations allows the opportunity to provide diversity to the Union North
portfolio, thereby improving long term security of supply. This is facilitated through the
replacement of long haul transportation from Empress with short haul transportation originating
at Dawn. As discussed earlier at Exhibit A, Tab 4, the Dawn Hub provides access to diverse
supplies from multiple sources, including the Marcellus and Utica formations.
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The replacement of capacities from long haul transportation to short haul transportation for
Union North begins in 2015, and was discussed in EB-2013-0074. The Board recognized in its
decision that the movement of supplies to Dawn “is justified on the grounds of enhanced security
and diversity of gas supply, and ...will enhance a competitive natural gas market in Ontario
through increased liquidity at Dawn”’.

The need for the 2016 Dawn Parkway Expansion project was agreed to by the parties in a Settlement
Agreement and approved by the Board.

As a final matter, to the extent that there are non-application specific items parties wish to discuss, it is
Union’s understanding that the Board intends to schedule another Natural Gas Market Review for later
this year. Non-application specific issues can be discussed in that context. Any issues discussed in the
Natural Gas Market Review that result in potential changes to the utilities operations and/or gas supply
plan would be implemented on a prospective basis, as the Board as done in the past.

If you have any questions regarding this response please contact me at (519) 436-5476.

Yours truly,

[original signed by]

Chris Ripley

Manager, Regulatory Applications

c.c..  Crawford Smith (Torys)
Intervenors EB-2015-0010
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Page 1 of 2
UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, p. 7 of 54, Line 9
i) Application, Exhibit A, p. 47 of 54, Lines 10 — 12, 15 - 18

Preamble: In Reference i), Union states that “[e]xpansions planned for 2015 and 2016 will
increase the Dawn Parkway system capacity by 875 TJ/d [...] and further growth
is planned for 2017. This incremental throughput capacity drives the need for
additional supply at Dawn.”

In Reference ii), Union states its ability to mitigate delays in construction by
“leveraging the diverse upstream transportation and supply options that exist at
Dawn.” Union also states that should the NEXUS project be cancelled, Union
would “replace the anticipated NEXUS transportation capacity with other
upstream transportation options that are available at the time.”

a) In the event that the Board denies Union’s application for NEXUS contract cost recovery, and
assuming the NEXUS project is built regardless, how would Union meet forecast demand no
longer served by the applied-for NEXUS contract? Please provide any alternative supply
plans and supporting documentation.

b) In the event that the NEXUS project does not proceed, how would Union meet forecast
demand no longer served by NEXUS? Please provide any alternative supply plans for this
scenario and supporting documentation.

c) In either of the scenarios above (i.e. (1) the application in this proceeding is denied but
NEXUS is constructed, and (2) NEXUS is not constructed), could incremental supply from
Niagara / Chippawa be used to meet forecast supply requirements?

Response:

a) Union would expect to have similar options to what it has today, which includes its default
planning assumption to purchase additional supplies at Dawn (which could include delivered
supply from Rover and/or NEXUS assuming either or both still get built). Union would
continue to follow its gas supply planning principles and look at the upstream pipeline
capacity options available at the time. Union does not have an alternate supply plan.
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b) Please see the response to a) above.

c) Union would evaluate all options available at the time and if the gas supply and transport is
readily available on reasonable terms and conditions from Niagara and/or Chippawa and
meets the gas supply planning principles, it could be an option.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference:  A/5/page 1/ Landed Cost Analysis
The table references Foreign exchange rates.

Staff is interested in understanding the exchange rate risk should there be a prolonged period of
weakness in the Canadian dollar relative to the US dollar.

Please re-run the model assuming an exchange rate of 1.40 in all years.

Please show the impact of the exchange rate analysis on the various supply paths versus the
landed cost analysis as presented in the evidence.

Response:

Gas commodity prices in North America are predominantly based on the U.S. NYMEX price
plus a basis differential to compensate for the cost of transport.

Since all ICF gas price forecasts are provided in $US/mmBtu, a change to the foreign exchange
rate assumption only impacts Canadian pipeline tolls and the final conversion of each path to
$CDN/GJ in Column K of the landed cost schedule. The relative ranking of all pipeline paths
remain the same.

Please see Attachment 1 for the updated landed cost analysis as requested.
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TOU% LF
Transport
Basis Unitized ation_
Differentia| Supply Demand | Commoaodit Fuel Inclusive | Landed
I Cost Charge |y Charge | Charge of Fuel Cost _Landed
$US/mmB | $US/mmBt | $US/mmBt | $US/mmB | $US/mmB [ $US/mmB | $US/mmB Cost Point of
Route Point of Supply tu u u(1)(7) tu (1) tu (1) tu tu $Cdn/G Delivery |Comment
(A) (B) (C) D=Nymex+4 (E) (F) (G) [FE+F+|(Q)=D+1 (K) (L)

(6) |TCPL Niagara to Kirkwall Niagara -0.449 7.0511 0.1687 0.0000 | 0.0103 | 0.1790 $7.23 $9.59 Kirkwall
(3) |Rover** Southwest PA -0.954 6.5455 0.8000 0.0000 0.1577 0.9577 $7.50 $9.96 Dawn
* INEXUS / St. Clair Southwest PA -0.954 6.5455 0.7980 0.0000 0.1728 0.9708 $7.52 $9.97 Dawn [Includes St. Clair to Dawn costs
(5) INEXUS/St. Clair (Increase Upper end of toll by 15%) Southwest PA -0.954 6.5455 0.8934 0.0000 0.1728 1.0663 $7.61 $10.10 Dawn |[Tollis $0.77+ $ 0.635*15%. Includes St. Clair to Dawn costs
(6) [Vector (2014 - 2017) Chicago -0.103 7.3972 0.1879 0.0017 0.0732 0.2628 $7.66 $10.16 Dawn
(2) |Dawn Dawn 0.177 7.6769 0.0000 0.0000 0.0000 0.0000 $7.68 $10.19 Dawn
(6) (Michcon (2014-2015) Michcon Generic 0.023 7.5229 0.0613 0.0000 0.1398 0.2011 $7.72 $10.25 Dawn [Includes St. Clair to Dawn costs
(6) [Vector (2012 - 2016) Chicago -0.103 7.3972 0.2500 0.0990 0.0732 0.4222 $7.82 $10.38 Dawn
(6) |Trunkline / Panhandle Trunkline Field Zone | -0.092 7.4075 0.2195 0.0268 | 0.2995 | 0.5458 $7.95 $10.55 Dawn |Includes Ojibway to Dawn costs
(6) [Panhandle (2012-2017) Panhandle Field Zonq -0.377 7.1230 0.3474 0.0439 0.4687 0.8600 $7.98 $10.59 Dawn [Includes Ojibway to Dawn costs
(6) |Alliance / Vector CREC -1.067 6.4335 1.5155 -0.3279 | 0.3593 1.5469 $7.98 $10.59 Dawn
(6) [Panhandle (2014-2015) Panhandle Field Zonq -0.377 7.1230 0.4529 0.0439 0.4687 0.9655 $8.09 $10.73 Dawn [Includes Ojibway to Dawn costs
(6) [Panhandle (2010-2017) Panhandle Field Zonq -0.377 7.1230 0.4529 0.0439 0.4687 0.9655 $8.09 $10.73 Dawn [Includes Ojibway to Dawn costs
(2) [TCPL Empress to Dawn Empress -0.722 6.7782 1.3649 0.0000 0.2745 1.6394 $8.42 $11.17 Dawn
(6) [ITCPL Empress to Union CDA Empress -0.722 6.7782 1.4812 0.0000 0.2793 1.7605 $8.54 $11.33 Union CDA

(1) Unitized Demand Charges, Commodity Charges and Fuel Charges per Maximum Applicable Tariff and include capacity required to flow fuel for downstream pipeline segments

(2) For Reference Only

(3) Toll Estimates used in lieu of official toll for portion of path

(5) Sensitivity Analysis
(6) Existing Union Contract

* indicates path referenced in evidence for this analysis

** The analysis is based on an indicative rate for Rover of $0.80 USD/mmbtu. The analysis does not contemplate potential toll increases arising from factors such as capital cost overruns or pipeline undersubscription.

Assumptions used in Developing Transportation Contracting Analysis:

Attachment 1

Average
Annual Gas
Point of Supply Nov 2017 {Nov 2018 -|Nov 2019 -|Nov 2020 {Nov 2021 {Nov 2022 {Nov 2023 { Nov 2024 - |Nov 2025 {Nov 2026 {Nov 2027 {Nov 2028 {Nov 2029 {Nov 2030 {Nov 2031 - (D) above Forecasts

Annual Gas Supply & Fuel Ratio Forecasts Col (B) above Oct 2018 | Oct 2019 | Oct 2020 | Oct 2021 | Oct 2022 | Oct 2023 | Oct 2024 | Oct 2025 | Oct 2026 | Oct 2027 | Oct 2028 | Oct 2029 | Oct 2030 | Oct 2031 | Oct 2032 Col (G) above
Henry Hub (NYMEX) Henry Hub $4.62 $5.43 $6.12 $6.59 $6.81 $6.89 $7.06 $7.23 $7.56 $8.03 $8.44 $8.90 $9.26 $9.62 $9.96 $7.50

TCPL Niagara to Kirkwall Niagara $4.62 $5.35 $5.96 $6.37 $6.54 $6.59 $6.71 $6.78 $7.00 $7.33 $7.71 $8.13 $8.56 $8.86 $9.26 $7.05 0.15%
Rover Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.41%
NEXUS / St. Clair Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
NEXUS/St. Clair (Increase Upper end of toll by 15%) Southwest PA $4.09 $4.88 $5.50 $5.89 $6.06 $6.12 $6.25 $6.32 $6.53 $6.85 $7.19 $7.58 $7.98 $8.28 $8.66 $6.55 2.64%
Vector (2014 - 2017) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Dawn Dawn $4.82 $5.62 $6.29 $6.76 $6.98 $7.07 $7.24 $7.42 $7.75 $8.21 $8.63 $9.08 $9.43 $9.77 $10.09 $7.68 0.00%
Michcon (2014-2015) Michcon Generic $4.70 $5.49 $6.16 $6.62 $6.84 $6.92 $7.09 $7.26 $7.59 $8.05 $8.46 $8.91 $9.25 $9.59 $9.90 $7.52 1.86%
Vector (2012 - 2016) Chicago $4.63 $5.41 $6.07 $6.52 $6.73 $6.81 $6.97 $7.14 $7.46 $7.91 $8.31 $8.75 $9.09 $9.42 $9.73 $7.40 0.99%
Trunkline / Panhandle Trunkline Field Zone | $4.56 $5.37 $6.05 $6.51 $6.72 $6.80 $6.97 $7.14 $7.46 $7.93 $8.33 $8.79 $9.14 $9.49 $9.83 $7.41 4.04%
Panhandle (2012-2017) Panhandle Field Zond $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Alliance / Vector CREC $3.69 $4.44 $5.08 $5.54 $5.77 $5.87 $6.04 $6.23 $6.55 $6.99 $7.36 $7.78 $8.09 $8.39 $8.67 $6.43 5.58%
Panhandle (2014-2015) Panhandle Field Zond $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
Panhandle (2010-2017) Panhandle Field Zonq $4.42 $5.20 $5.84 $6.29 $6.48 $6.56 $6.71 $6.88 $7.19 $7.63 $8.02 $8.44 $8.76 $9.07 $9.36 $7.12 6.58%
TCPL Empress to Dawn Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.05%
TCPL Empress to Union CDA Empress $4.03 $4.78 $5.42 $5.87 $6.09 $6.18 $6.36 $6.55 $6.88 $7.33 $7.72 $8.15 $8.47 $8.78 $9.07 $6.78 4.12%

Sources for Assumptions:

Gas Supply Prices (Col D):

Fuel Ratios (Col G):

Transportation Tolls (Cols E & F):

Foreign Exchange (Col K)

Energy Conversions (Col K)

Union's Analysis Completed:

* indicates path referenced in evidence for this analysis

ICF Base Case Jan 2015

Average ratio over the previous 12 months or Pipeline Forecast

Union Tolls in Effect Jan 2015

$1US =
1 dth =1 mmBtu =

1.4
1.055056

CDN

Updated to 1.4 exchange as per Exhibit B.T3.Staff.18
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please provide what percentage of Union's system gas purchase pass through the Dawn Hub; and
what percentage of Union's direct purchasers' gas passes through the Dawn Hub.

Response:

As shown at Exhibit A, page 29, Figure 5-1, for Union North, currently, 0% of system and
bundled direct purchase gas supply passes through the Dawn Hub. Today, all supply for
Northern customers (system and bundled direct purchase) originates at Empress. Once
TransCanada 2015 and 2016 New Capacity facilities are constructed, a portion of the Union
North gas will be sourced at Dawn. As shown in Figure 5-1 at January 2018, approximately
52% of system and bundled direct purchase gas supply will be sourced at Dawn or upstream of
Dawn.

As shown at Exhibit A, page 31, Figure 5-2, in Union South, currently, approximately 59% of
the system gas supply passes through the Dawn Hub (WCSB and Niagara supplies are not
assumed to pass through Dawn). Currently, approximately 50% of bundled direct purchase gas
supply passes through the Dawn Hub. As shown at Figure 5-2, at January 2018, system gas
supply passing through Dawn will increase to approximately 91%.



Filed: 2015-08-25
EB-2015-0166/

EB-2015-0175

Exhibit B.T3.Union.BOMA.29

Page 1 of 1
UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please discuss whether Union offers any direct purchase options (bundled or unbundled) to
customers wishing to purchase gas at Niagara. If not, why not? Please discuss separately for
bundled and unbundled direct purchase options.

Response:

Union’s customers have repeatedly requested to have access to Dawn. Union has been working
to allow for this added access to Dawn for all direct purchase customers through the Parkway
Delivery Obligation proposal, moving certain Union North bundled direct purchase customers
Delivery Contract Quantities to Dawn. As well, Union has offered Union North T-Service
customers a service to access Dawn. If a direct purchase customer wishes to enlist the help of a
third party and purchase supply at Niagara (or any other point) and deliver at Dawn or Parkway
to meet their delivery obligation, they are able to do so today.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please confirm that in the event an accident were to seriously diminish gas flow through the
Dawn Hub, it would be advantageous to Union's and EGD's customers to have the ability to flow
gas from Niagara directly to its consumers, without it having to pass through Dawn.

Response:

The facilities at the Dawn Hub are robustly designed (including Loss of Critical Unit, multiple
headers and four different pipelines leaving Dawn heading towards Parkway) to minimize the
risk of a single point of failure. Dawn also has the added benefit of being directly connected to
over 260 TJ of storage that can also be used to backstop disruptions in supply. The flexibility
associated with Dawn is described in the response at Exhibit B.T3.Union.BOMA.35 and
reflected in the Dawn Hub consistently being Tier 1 pricing point. Please see the response at
Exhibit B.T1.Union.APPrO.5.

In the unlikely event that any accident were to seriously diminish gas flow through the Dawn
Hub, Union is still connected to many other pipelines across its system and Union would look to
use the connections it has with all other pipeline companies (i.e. TransCanada, Panhandle
Eastern, etc.) to assist in such a situation.

This is in contrast to Niagara which is connected to three pipelines (only two of which currently
offer capacity to Niagara) that run through two river crossing pipelines (Niagara Spur Lines) to
connect to TransCanada at Niagara. In Canada, TransCanada has two pipelines that transport
natural gas to Ontario markets and the Dawn Parkway System. This is a much less robust
pipeline system and market than Dawn.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please provide an account of any outages at Dawn that have materially impacted flows on
Union's system since its inception, and what was the impact of those accidents.

Response:

There have been no outages at Dawn that have materially impacted flows on Union’s system.
Facilities at Dawn are designed to minimize the risk of a single point of failure. These designs
are part of Union’s overall Loss of Critical Unit coverage for the Dawn facility. Please see the
response at Exhibit B.T3.Union.BOMA.30.
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Building Owners and Managers Association Toronto (“BOMA”)

Please describe the further growth in the Dawn Parkway system planned for 2015, 2017 and
2018. When will Union be seeking approval for 2017 and 2018 additions?

Response:

Please see the table below.

Dawn Parkway

Expansion Capacity
Projects Filing Date Approval Date OEB Reference # | Created (TJ/d)
2015 April 2, 2013 January 30, 2014 EB-2013-0074 433
2016 September 30, 2014 April 30, 2015 EB-2014-0261 443
2017 June 30, 2015 Currently in the EB-2015-0200 457
regulatory process
2018 Unknown — Union is planning an open season later in the year to determine market

demand and facilities required. Any associated application for approval of facilities

would likely be in 2016.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please confirm that Ontario ratepayers of both companies currently have access by a direct
pipeline route to the Marcellus/Utica basins through Niagara, through existing TCPL's
connection with National Fuel Gas, Tennessee, Dominion North, Empire, and perhaps other
pipelines.

Response:

Union currently contracts for 21,101 GJ/d on TransCanada from Niagara to Kirkwall for which it
assumes is Marcellus supplies. Union understands that Enbridge has a new Niagara to Enbridge
CDA contract beginning November 1, 2015, for 200 TJ/d. Combined this will amount to over
221,000 GJ/d of Marcellus/Utica gas entering Ontario through TransCanada at
Niagara/Chippawa. This will be a similar amount to the total Marcellus Utica gas that will enter
Ontario and be delivered to Dawn with the combined agreements of Union and Enbridge via
NEXUS.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  EB-2015-0166, Exhibit A, Page 10, Lines 1-4

Please confirm that the impact of NEXUS's project on EGD will be to further concentrate their
reliance on Dawn.

Response:

Union does not intend to comment on Enbridge’s gas supply portfolio.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Please confirm that Ontario's security of gas supply is enhanced by having material supplies of
gas enter the Union/EGD city gates at different points without undue concentration at any one
potential chokepoint.

Response:

Ontario’s security of gas supply is enhanced by the Dawn Hub. The Dawn Hub is one of the
largest market hubs on the continent and is the second most physically traded point in North
America. Dawn is connected directly or indirectly to many upstream pipelines (Great Lakes Gas
Transmission (“GLGT”) via TransCanada, Vector Pipeline, Bluewater Gas Storage, Michigan
Consolidated, Panhandle Eastern Pipeline via Union’s Panhandle System, the Enbridge
(Tecumseh) system, and ANR via the Niagara Gas Transmission (NiagaraLink) and Enbridge
(Tecumseh) systems) which are in turn connected directly or indirectly to most of North
America’s major natural gas supply basins. The Dawn Hub is directly connected to
approximately 265 Bcf of natural gas storage in Ontario and has direct or indirect access to
approximately 675 Bcf of natural gas storage in Michigan. By 2017, takeaway capacity on the
Dawn Parkway System to growing eastern markets will be approximately 7.3 Bcf/d. A large
number of buyers and sellers (over 100 counterparties) transact at Dawn including many of
North America’s largest natural gas marketers.

Please see the response at Exhibit B.T2.Union.Staff.17 that discusses the benefit to Ontario of
Utica and Marcellus supplies entering at both Niagara through TransCanada and Dawn through
NEXUS.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Ibid, Page 19
Two of Union's Gas Supply Planning Principles are:

"(2) minimize risk by diversifying contract terms, supply basins, and upstream
pipelines...

(5)  deliver natural gas to various receipt points on Union's system to maintain system
integrity".

Union has stated that it does not intend to materially increase its capacity to purchase
Marcellus/Utica gas at Niagara, the closest Ontario receipt point to Marcellus/Utica supply.
Please explain how this position is consistent with the gas supply principles (2) and (5), cited
above.

Response:

The planned NEXUS contract and gas purchases are consistent with the above principles. Union
currently contracts for gas supplies at Niagara and does deliver gas into its system at Kirkwall.
Union’s NEXUS arrangement will provide added diversity for term, supply basin and upstream
pipes when compared to what Union contracts today. Union does not currently purchase gas
volumes in the Utica and Marcellus and transport them directly to Dawn. Union, by delivering
this gas through St. Clair, will also diversify the locations that deliver gas into its system.

Union will continue to look at all options, including Niagara, when making incremental purchase
decisions and the relative limitations for gas supply at each point. Please see the response at
Exhibit B.T2.Union.Staff.17.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Ibid, Page 22

Please confirm that alternative routes already exist to move Marcellus/Utica shale gas to Ontario
via Niagara. Please discuss the status of each of the routes and compare the costs of using each
of them to the NEXUS route.

Response:

Assuming that this question is in reference to Exhibit A, page 22, please see the response at
Exhibit B.T2.Union.Staff.17 and at Exhibit B.T1.Union.Staff.7 for the costs.
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UNION GAS LIMITED

Answer to Interrogatory from
Canadian Manufacturers and Exporters (“CME”)

Reference: Exhibit A

Please identify all of the risks which Union believes exist for both rate payers and its shareholder
in proceeding with the NEXUS contract without Board pre-approval.

Response:
Union will not proceed with the NEXUS contract without Board pre-approval.

Union requires pre-approval to proceed, because, as detailed in Exhibit B.T1.Union.Staff.1, this
contract requires a significant financial commitment by Union of approximately $715 million
over a 15 year contract term representing 31% of Union’s annual upstream portfolio. Without
pre-approval, Union shareholders would be exposed to this cost for a commitment Union entered
into on behalf of system supply customers. Providing new sources of supply to in-franchise
customers would result in cost savings to sales service customers of greater than $700 million
over the 15 year term.

Union has managed ratepayer risks associated with the NEXUS contract through a number of
different means as described in Exhibit A, pages 46-52. Some measures of risk management
include: implementation of a capital cost tracker mechanism to cap the toll and realize toll
savings where capital costs are less than target; the ability to choose the reservation rate instead
of the negotiated toll after the project has been completed; negotiating a Most Favoured Nations
clause where Union can receive more favourable terms negotiated by a similar shipper (Exhibit
B.T4.Union.Staff.20); securing transportation capacity that provides diversity of path and
supplier in the Union gas supply portfolio; and supporting a pipeline infrastructure that when
complete will increase the liquidity of the Dawn Hub to the benefit of all Ontario customers
(Exhibit B.T1.Union.LPMA.8).
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UNION GAS LIMITED

Answer to Interrogatory from
Canadian Manufacturers and Exporters (“CME”)

Reference: Exhibit A

Please identify all of the risks which Union believes exist for ratepayers if the Board pre-
approves the NEXUS contract.

Response:

Please see Exhibit A, pages 46-52 for the risks identified and the corresponding mitigation
efforts.

Union believes that the ratepayer risk if the Board pre-approves the cost consequences of the
NEXUS contract are no different than any other long term transportation contract except for the
fact that the tolls are known for the next 15 years. The toll for NEXUS is capped as opposed to
variable rates under typical pipeline cost of service toll changes. Please see Exhibit
B.T3.Union.CME.3.
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UNION GAS LIMITED

Answer to Interrogatory from
Canadian Manufacturers and Exporters (“CME”)

Reference: Exhibit A

If the Board pre-approves the NEXUS contract, and Union enters into the long-term
transportation contract with the NEXUS pipeline commencing November 1, 2017, and the
NEXUS pipeline is subsequently underutilized, will there be any cost consequences for Union’s
ratepayers? If yes, please identify the cost consequences.

Response:

No, there will be no cost consequences for ratepayers of underutilization as the Union rate will
be fixed for the term of the arrangement.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 48
a) Please provide Union’s 15 year demand forecast and summarize the key assumptions.

b) In Union’s view what are the key potential factors that could contribute to natural gas demand
decline in Union’s franchise area over the next 15 years.

Response:
a) Union does not produce a 15 year demand forecast.

b) It is important to note that system supply is primarily used by residential, commercial and
small industrial customers. In Union’s experience, natural gas demands typically track
economic activity. Drivers for growth in demand for system supply would include continued
conversion from direct purchase to system supply, and new additions.

Union may experience decreases in demands in recessionary periods. Union’s demand will
also be reduced by conservation efforts or if system customers wish to return to direct
purchase. Union notes that both ICF* and the IESO (in their Long Term Energy Plan)
forecast growth in natural gas demands in Ontario over the next 15 years.

! Reference: EB-2015-0200, Dawn to Parkway Project, Exhibit A, Tab 5, Schedule 1, page 53.



Filed: 2015-08-25

EB-2015-0166/

EB-2015-0175

Exhibit B.T3.Union.Energy Probe.20

Page 1 of 2
UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Reference:  Exhibit A, Page 49

a) Please discuss how each project risk identified is to be allocated between ratepayers, parties to
the contract and/or the applicant’s shareholder.

b) Please summarize the tolling risks resulting from the NEXUS project? Please discuss any
potential implications on the project.

c) Please summarize the environmental risks resulting from the NEXUS project? Please discuss
any potential implications on the project.

d) What if anticipated production does not materialize and gas flows decline? How will Union
minimize risk and allocate between ratepayers and shareholder?

Response:
a) Please see Exhibit A, pages 46-52.

Union, in following the Boards pre-approval guidelines, identified the risks and the mitigation
efforts that manage the risks. Union has made significant effort to reduce the impact of the
potential risks identified.

Please see Exhibit B.T3.Union.CME.3 and 4.

b) The negotiated rate is fixed for the term of the agreement (subject to the capital cost tracker),
so there is no tolling risk. Please see the response at Exhibit B.T4.Union.Staff.20.

¢) Union expects that environmental risks and mitigation with respect to natural gas production
(water supply, emissions, air quality, and land-use) will be addressed by federal and state
agencies. In addition, Union expects that environmental risks and mitigation with respect to
the proposed NEXUS infrastructure will be addressed by the Federal Energy Regulatory
Commission as well as applicable federal and state agencies. Union is not aware of any
infrastructure that is currently proposed by the project proponents to support NEXUS in
Canada. An expansion of the Vector metering and interconnection with Union’s facilities
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may be required within the existing Dawn yard.

d) Please see the response to a) above.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

How will Union ensure that customers that do not benefit from the diversity of supply do not pay
for these proposed transportation contracts?

Response:

The cost of the NEXUS transportation contract will be recovered from the Union sales service
customers that it will supply. These customers and all Ontario consumers will benefit from the
diversity of supply and increased supply competition provided by NEXUS at Dawn.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

a) What are the full implications if the Board does not approve this application?

b) Please discuss the actions Union would take if the landed costs are materially higher prior to

the effective date of the Precedent Agreement.

Response:

a) As Union has stated at Exhibit A, page 4, line 9, “Without the assurance provided by Contract

pre-approval, Union will not commit to a contract of this magnitude”. Please also see the
response at Exhibit B.T1.Union.Staff.5 where Union details that without Union’s and
Enbridge’s support there is a higher risk that the NEXUS project will not be completed.

The Board has recognized the disincentive that LDCs have in committing to large, long term
contracts and has created a process for pre-approval to remove the disincentive from
Regulated Utilities as they are in a unique position to support new infrastructure needed to
provide benefits to the market. As is stated at Exhibit A, page 4, lines 4-7, the Board has
acknowledged this by stating:

“regulated utilities whose sourcing decisions are typically and conventionally subject to ex
post facto prudence review would be reluctant or unwilling to accept very significant long
term commitments without assurances of costs recovery. The result would be a frustration of
demonstrably needed new natural gas infrastructure.”

In addition, all of the benefits that have been identified will not be realized. These benefits
included increased diversity and security of supply, price stability, increased Dawn liquidity,
attracting new supply to Ontario, as well as estimated $700 million in gas cost savings.

b) The Precedent Agreement between Union Gas Limited and NEXUS Gas Transmission is

currently in effect.

The landed costs of all pipelines paths will change over time as a primary cost component of
landed costs is gas supply commodity. Given the demand charges for the NEXUS capacity
will be fixed costs for the 15 year term, the main driver of NEXUS landed cost variability will
be supply cost changes.
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As part of Union’s ongoing gas purchasing process, many options are available to minimize
costs for its customers. This could include a changed buying strategy in regards to the length
of term of the gas purchases to fill this capacity, purchasing at varying points along the
pipeline path, and purchasing additional transportation on interconnecting pipelines to reach
more upstream supply zones, etc. In all of these cases the NEXUS pipeline contract would
still be used.
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UNION GAS LIMITED

Answer to Interrogatory from
Energy Probe Research Foundation (“Energy Probe™)

Preamble: Union does not discuss the impact of the proposed cap and trade system in
Ontario.

Has Union considered how a cap and trade system would impact the economics of the project? If
yes, please provide details.

Response:

No. Union has not considered the impact of the Ontario Government’s proposed cap and trade
system on the Nexus contract as the specifics of the system have not been developed.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 51, lines 16-19

How does Union foresee the gas getting to Ontario in these interim arrangement?

Response:

Union has contracted for a market based service of 20,000 Dth/d (21,101 GJ/d) from Dominion
South Point to Dawn for one year beginning November 1, 2015. This service will allow Union
to work with suppliers to purchase gas in the Appalachian region, in order to gain additional
experience and form relationships.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 51, lines 16-19

How will ratepayers be protected while Union is gaining this experience?

Response:

Union will continue to use RFP’s to ensure market pricing prevails. The costs of these
transactions will be included in Union’s gas costs which will be evaluated at each QRAM filing.
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference:  Exhibit A, p. 42

Please describe all the scenarios under the Precedent Agreement in which Union is responsible
for any development and/or construction costs for the NEXUS pipeline through payments other
than tolls.

Response:

Should Union fail to act in good faith to continue on with the NEXUS agreement and not satisfy
the conditions precedent, this would be considered a material breach. In such circumstance
Union would be responsible for its share of pre-service development costs. If Union continued
to act in good faith and still could not satisfy the conditions precedent, the pre-service costs
would not be applicable.
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Reference: Exhibit A, Schedule 1

Please describe the similarities and differences between the terms of the Precedent Agreement
that Union signed for NEXUS and those recently signed with TCPL and Enbridge. Please
explain why any material differences are reasonable.

Response:

There are no “Industry standard” Precedent Agreements (PA’s). The PA will vary from pipeline
to pipeline with the terms and conditions included in each, a function of the specific pipeline, and
the specific project.

PA’s are binding agreements that lay the foundation for the eventual service contract and allows
the project to proceed by outlining the basic terms of the requested service and the obligations of
the parties.

The specific terms frequently addressed in PA’s include:
Term of Agreement

Cancellation process and associated fees
Termination

Rates

Conditions Precedent (CP’s)

Term
e Union - 15 years
e TransCanada — 15 years
e NEXUS - 15 years

Cancellation of Agreement and Costs
e NEXUS allows the shipper to terminate during the development process but only after
the customer has exercised due diligence in meeting conditions precedent as included in
the Precedent Agreement. Shippers are not subject to any cancellation costs in this case.
NEXUS reserves the right to terminate the agreement at any time and should this occur
the shipper would not incur any development charges.
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e TransCanada agreements allow shippers to cancel their contract at any time throughout
the development process, but as a result, the shipper would be responsible for their
proportionate share of development costs. TransCanada also reserves the right to cancel
during the development process and would then allocate the proportionate costs to
shippers.

e Union does not provide the customer with the ability to terminate the contract once
executed and Conditions Precedent have been satisfied. Should the customer choose to
terminate the contract once executed and Conditions Precedent have been satisfied, they
would be in breach of the contract and would be subject to all of the applicable
development and transportation costs. Union does have the ability to cancel the project
during the development/construction process (if certain Conditions Precedent are not
fulfilled), should this occur the shipper would be required to pay their proportionate share
of the costs to date.

Rates
e The NEXUS PA offers a fixed negotiated rate (subject to a capital cost tracker) which is
fixed for the entire term and therefore also includes a separate rate agreement covering
the rate, the derivation and the capital cost tracker information.
e TransCanada rates are regulated, will change over time and are posted publically.
e Union rates are regulated, will change over time and are posted publically.

Most Favoured Nations (MFN)
e The NEXUS PA contains a MFN clause for anchor shippers.
e TransCanada PA’s do not offer a MFN clause, but the contract is standardized.
e Union Gas does not offer a MFN clause, but the contract is standardized.

Conditions Precedent (CP’s)

Conditions Precedent are contractual provisions in favour of either the pipeline or the shipper.
These provisions represent acceptable conditions that if not met allow either party to depart
from participation in the project. Typical CP’s in favour of the pipeline are:

Regulatory Approval

Internal Management Approvals

Executed Transportation Agreements

Expansion Facilities are in-service.

All of these are included in the PA’s of NEXUS, TransCanada and Union

Significant Conditions Precedent in Favour of shipper are:

NEXUS
e OEB approval of the cost consequences of the NEXUS agreement
e Internal Management Approvals

TransCanada/Union
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e Internal Management Approvals

In summary, Union was satisfied that the terms including the limited liability exposure (i.e. pre-
service costs), rates and associated capital cost tracker contained in the NEXUS PA were
reasonable.
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UNION GAS LIMITED

Answer to Interrogatory from
School Energy Coalition (“SEC”)

Please describe which risks of the NEXUS contract approval are borne by Union’s shareholders
as opposed to ratepayers.

Response:

Please see the responses at Exhibit B.T3.Union.CME.3 and 4.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff

Reference: A/ 1/Exhibit A/ Restated Precedent Agreement / page 16 of 68

Please explain fully the 90 day “Temporary Waiver of Conditions Precedent — Governmental
Authorizations” feature at paragraph 7) (d) of the Restated Precedent Agreement. Please
specifically indicate if the waiver allows Union, in the event of a regulatory delay in receiving
approval from the OEB, to extend the October 1, 2015 deadline by 90 days.

Response:

This feature allows either party to temporarily waive satisfaction of the conditions precedent
related to Governmental Authorizations. This could be exercised to temporarily delay Union’s
Condition Precedent under paragraph 7 (c) ii for a period of up to 90 days.

Please note that any significant delay in receiving the approval could jeopardize the NEXUS
November 1, 2017 in-service date.
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UNION GAS LIMITED

Answer to Interrogatory from
Board Staff
Reference:  Exhibit A / Pages 45/ Lines 12-13
Union has negotiated a Most Favoured Nations (MFN) clause that is contained within the
Precedent Agreement that provides Union the ability to amend the Precedent Agreement should
another similar shipper negotiate more favourable terms than what Union has received.

a) Under what specific conditions can Union exercise the MFN clause?

b) What types of contract changes could be sought to the Precedent Agreement under the MFN
clause?

c) If another shipper were to offer more favourable terms than what Union has received from
NEXUS, explain the process of how Union would amend the Precedent Agreement.

Response:

a) Should NEXUS negotiate a more favourable term with another shipper who is transporting a
similar volume on the same path for the same term then NEXUS is obligated to offer the same
more favourable term to Union. It would then be up to Union to decide whether to accept the
new terms.

b) Any changes would be sought through the contract rather than through the Precedent
Agreement. Examples include rate agreement or receipt points as outlined at Exhibit A,
Schedule 1, page 10.

c) To clarify, the terms would need to be those offered by NEXUS to another shipper, rather
than the shipper to NEXUS. However, if NEXUS were to offer better terms to another party,
NEXUS, within 10 business days of entering into the agreement with the other party, is
required to offer these same terms to Union. Union would then have 30 days to agree to the
change, or not.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Ibid, Page 29

Is the gas supply portfolio being referred to at pages 29-34 Union's system gas portfolio, or does
it include direct purchase as well?

Response:

The South portfolio being referenced in Exhibit A, pages 29-35 is for Sales Service only. The

North portfolio being referenced is Sales Service and Bundled. Since North Bundled customers
will not be required to hold NEXUS capacity, the North NEXUS commitment is Sales Service

only.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Ibid, Page 8

Please describe the process by which Union may suggest and have implemented changes to the
contract, if required. Please confirm that any proposed changes must be consistent with the
NEXUS FERC gas tariff, and please explain the impact of that statement, perhaps with
examples.

Response:

FERC approves the standard transportation contracts that form part of the tariff for the pipelines
it regulates, which includes NEXUS. Union could request changes to the proposed NEXUS
transportation contract. Should NEXUS and other shippers agree to any potential changes
proposed to the standard contract then these would be included in the tariff filed for approval by
FERC. Union is expected to sign the standard NEXUS contract ultimately approved by FERC.
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UNION GAS LIMITED

Answer to Interrogatory from
Building Owners and Managers Association Toronto (“BOMA”)

Reference:  Exhibit A, Tab 3, Schedule 1, Appendix G, Page 3, Pro Forma Statement of
Negotiated Rates

Please provide an amended version of the above document which explains each term used in
sufficient detail, to allow a Canadian reader to satisfy himself or herself of the extent to which
the negotiated rate may vary over the term of the proposed transmission contracts between
Union, EGD and NEXUS. EGD should provide a similar explanation for its Negotiated Rate
Agreement, as well as its answer to each part of the previous two questions.

Response:

The toll will not vary over the term of the contract as it is fixed, and capped as per the capital
cost tracker.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 41, lines 6-8

Using the same analysis, please estimate the savings if Union were to contract for 150,000 Dth/d
at Niagara from TCPL?

Response:

Please see the response at Exhibit B.T2.Union.Staff.7.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 41, lines 6-8

Using the peak day analysis for 2017/8, please provide the Dawn to Parkway capacity (in
GJ/day) that would “freed up” if an additional 150,000 Dth/day (158,258 GJ/day) was received
at Kirkwall on a peak day (how much additional gas could leave Dawn and arrive at Parkway
keeping all parameters constant with the exception of the incremental receipts at Kirkwall).

Response:

Without the addition of incremental facilities, any capacity that is incremental to the demands in
the 2017/2018 peak day analysis will increase the capacity shortfall of the Dawn Parkway
System. This includes deliveries at Kirkwall (and assumed to be transported to Parkway) that are
made in addition to the demands in the 2017/2018 peak day analysis. In this scenario, Dawn to
Parkway transportation capacity is not “freed up”.

If 158,258 GJ/d was received at Kirkwall from the TransCanada system, and transported to
Parkway, in addition to the Dawn Parkway System demands in the 2017/2018 peak day analysis,
the capacity shortfall of the Dawn Parkway System would increase by approximately 92,000
GJ/d.

Please see the response at Exhibit B.T1.Union.FRPO.27.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 41, lines 6-8

Was the Union Gas” SENDOUT model used to assess the pipeline alternatives?
a) If so, please provide a summary report of the results.

b) If not, why not?

Response:

a) and b) The results of Union’s SENDOUT modelling can be found in the Gas Supply
Memorandum provided in EB-2015-0010, 2014 Deferrals, Exhibit A, Tab 5, page 26.
However, SENDOUT is only one of the tools used by Union to inform its transportation
contracting decisions. When managing its transportation portfolio and analyzing potential
pipeline paths and supply sources, Union does so in the context of its Gas Supply Planning
Principles at Exhibit A, page 19 of this evidence.

These principles ensure customers consistently receive secure, diverse natural gas supply at a
prudently incurred cost and minimal risk. They also help Union to determine whether
changes are required to the current transportation and supply portfolios. As the NEXUS
contract will be utilized at 100% load factor, Union uses the landed cost analysis tool to
ensure that the transportation path is reasonably priced compared to alternatives.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference: Exhibit A, page 43, line 5

How many pipelines converge to feed the receipt point at Kensington, Ohio?

Response:

As outlined in Exhibit A, Schedule 3, p. 11, the NEXUS receipt point in Union’s PA is at
Kensington, Ohio and will include direct access to the Kensington Processing Plant (Access
Midstream Partners, M3 Midstream, and EnerVest), Texas Eastern Transmission (TETCO), and
Tennessee Gas Pipeline. NEXUS will also have direct access to other sources of gas in that area
with the connection through the TETCO TEAL project which is described in Exhibit A,
Schedule 3, p. 12 and in Figure 2.1, p. 10. This connection provides parties on NEXUS with the
ability to access additional gas supply at Clarington where a number of major pipeline systems
meet. These include TETCO’s mainline as well as the pipeline systems of the Rockies Express
Pipeline (REX), Columbia Gas Transmission and Dominion Transmission, which adds further
reach to other upstream supply basins. As a result, Union considers the Kensington point to be a
good supply point.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 45, lines 15-16

What rates did other anchor shippers receive? Please provide a range of rates (if appropriate,
tied to volume commitment).

Response:

Union is only aware of three shipper rates that have been made public. Due to the unique paths
of each shipper, the most accurate way to compare them is based on the negotiated greenfield
rate from Kensington to Willow Run, which is the common path between shippers. This
information is provided in the table below.

Union is not aware of the volume bid by the other shippers as this information is not publically
available. These shippers include Chesapeake Energy Marketing Inc., CNX Gas Company LLC,
and Noble Energy Inc. There may also be other anchor shippers that Union is not aware of.

Shipper Anchor Shipper | Volume | Greenfield Rate to Delivery
(Dth/d) Rate Delivery Point
($US/Dth) Point
($US/Dth)

Union Yes 150,000 0.635 0.77 St. Clair

DTE Gas | Yes—DTE Energy | 75,000 0.695 0.695 Willow Run
Co.

DTE Yes— DTE Energy | 75,000
Electric Co.
Enbridge No 110,000 0.650 0.70 Milford
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 45, lines 15-16

How does Union evaluate competitiveness in this context?

Response:

Union evaluates competitiveness through the Most Favoured Nations (MFN) clause and a
competitive rate negotiation.

As stated in Exhibit A, page 44, “Union has also obtained an MFN clause which provides Union
the ability to amend the PA should another similar shipper negotiate more favourable terms than
what Union has received. This ensures Union will be treated fairly and equitably, and that
Union is guaranteed the best possible contracting terms available to similar shippers.”

Please see the response to Exhibit B.T4.Union.FRPO.21 showing that Union has negotiated a
rate that is similar to, or more favourable than, other shippers on the project.
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UNION GAS LIMITED

Answer to Interrogatory from
Federation of Rental-housing Providers of Ontario (“FRPQO™)

Reference:  Exhibit A, page 48, lines 14-15

How much additional pipeline capacity has Union identified for November 1, 2017?

Response:

In addition to the NEXUS commitment of 158,258 GJ/d, Union had identified requirements
greater than 100,000 GJ/d that did not have a committed upstream transportation arrangement in
place as of November 1, 2017.
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, Page 24, Lines 16 - 17

Preamble: In Reference i), Union states that “[...] Rover offered no incentives beyond what
Union had already obtained with NEXUS [...].”

TransCanada seeks to understand the extent to which Union attempted to secure
alternatives to the NEXUS project.

a) Did Union enter into discussions with Rover regarding possible service? Please explain.

b) Please provide all correspondence between Union and Energy Transfer Partners / Rover
Pipeline since October 15, 2012.

Response:

a) Union was not made aware of the Rover project until it was announced in June 2014; almost
two years after Union entered the NEXUS open season and began negotiations. Union did
meet representatives from Rover on a few occasions. However, because Rover did not
provide any further incentives than Union had already received via NEXUS, Union did not
pursue possible services from Rover.

b) Please see Attachment 1 for Rover presentation provided to Union July of 2014.
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, Schedule 5, p. 1
il) Application, Exhibit A, p. 3 0of 54, Lines 2 — 4

Preamble: Union’s landed cost analysis shows that TCPL to Kirkwall is the lowest cost path.

In Reference ii), Union states: ”The contract is a long-term commitment that is
required to support the development of new greenfield natural gas infrastructure
that will directly link Ontario and more specifically, Dawn, to new natural gas
supply basins in the Appalachian region.”

a) Please provide all contract information for capacity held by Union on the TransCanada
Mainline with a receipt point of Niagara / Chippawa, including, delivery point, contract
guantity, and contract term.

b) Please explain why Union has not contracted for more Niagara / Chippawa to Kirkwall
Mainline capacity in TransCanada’s 2015, 2016, or 2017 new capacity open seasons given its
advantage from a landed cost perspective.

c) Did Union participate in the 2010 open season for Empire Pipeline Inc.’s Tioga County
Extension Project which made available 350,000 Dth/d of incremental firm service from the
Marcellus supply area to the Chippawa interconnect with the TransCanada Mainline? If not,
why not?

d) Did Union participate in the 2010 open season for Tennessee Gas Pipeline’s Northeast Supply
Diversification (NSD) project, which made available 150,000 Dth/d of incremental firm
service from the Marcellus supply area to the Niagara interconnect with the TransCanada
Mainline? If not, why not?

e) Did Union participate in the 2010 open season for National Fuel Gas Supply Corporation’s
Northern Access Project which made available 320,000 Dth/d of incremental firm service
from the Marcellus supply area to the Niagara interconnect with the TransCanada Mainline?
If not, why not?

f) Did Union participate in the 2013 open season for Tennessee Gas Pipeline’s Niagara
Expansion Project which made available 158,000 Dth/d of incremental firm service from the
Marcellus supply area to the Niagara interconnect with the TransCanada Mainline? If not,
why not?
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g) Did Union participate in the 2014 open season for Empire Pipeline Inc.’s (in cooperation with
National Fuel Gas Supply Corporation) Northern Access 2016 Project which made available
350,000 Dth/d of incremental firm service from the Marcellus supply area to the Chippawa
interconnect with the TransCanada Mainline? If not, why not?

h) Please confirm that recent open seasons for firm capacity with a delivery point of Niagara /
Chippawa held by Tennessee Pipeline, National Fuel and Empire provide direct access to the
Marcellus gas supply region. If not confirmed, why not?

i) Please explain why exposing Union’s ratepayers to the risks associated with underpinning
NEXUS is preferable to simply purchasing delivered gas supply at Dawn, Niagara /
Chippawa, or Kirkwall.

J) Please provide any presentations or other marketing material provided to Union with respect
to any of the projects listed in ¢) through g) above.

k) Please provide any presentations, meeting notes, e-mails or marketing materials from NEXUS
to Union, and any internal presentations with respect to NEXUS.

I) Please provide any presentations, meeting notes, e-mails or other correspondence between
Union and Enbridge regarding NEXUS.

m)Please provide any presentations, meeting notes, or e-mails to Union’s Board of Directors or
Senior Management regarding NEXUS.

n) Did Union pursue any delivered gas supply options at Niagara / Chippawa, or Kirkwall in lieu
of NEXUS? If not, why not?

Response:

a) Union currently contracts for 21,101 GJ/d of Niagara to Kirkwall transportation capacity with
an expiry date of October 31, 2022.

b) Niagara is a trans-shipment point between TransCanada and three U.S. pipelines. It does not
possess the elements that would make it a liquid trading point or a market hub (i.e. direct
access to storage and many buyers and sellers). Additionally, given Union needs flexibility in
its upstream transportations portfolio, Union has limited room within this transportation
portfolio to make major long term commitments to a pipeline project. As a result, Union
needs to carefully evaluate and assess its ability to make a significant contractual commitment
for new pipeline capacity in situations where support is required to ensure the new pipeline
capacity gets built to connect new supplies to Dawn.
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Union will continue to consider Niagara or Chippawa supplies when seeking incremental
supply within its portfolio, particularly for smaller volumes consistent with Union’s Niagara
to Kirkwall transportation capacity today. Please see the response to a) above.

c) to ) Although a number of new capacity open seasons were announced in 2009 and 2010,
Union was not in a position to make such a commitment. At that time, the Marcellus basin
potential and its impacts were not known as the basin was still in its infancy. Forecasts at the
time for the Marcellus region were moderate production and much slower growth than can be
seen now (please see the Sussex Evidence Exhibit A, Schedule 3, pages 21-34). At that time,
Union still had over 1.4 PJ/d of Dawn to Kirkwall transportation contracted with shippers and
there was still significant daily volume being exported on a continual basis at Niagara (at the
time, shippers contracted on Union for Dawn to Kirkwall and then on TCPL from Kirkwall to
Niagara/Chippawa for export into the U.S.). It wasn’t until November, 2012 when the first
Marcellus gas started to flow into Canada through Niagara.

At the time of these early open seasons, Union had not yet made the decision whether to renew
its Alliance contracted capacity and it wasn’t until Union provided notice to Alliance on
November 16, 2010 that Union would not renew the 80,000 Dth/d of capacity post December 1,
2015. Therefore, Union was not in a position at that time to make a substantial and long term
election for capacity that would flow prior to December of 2015.

However, in order to support the infrastructure being proposed through the above open seasons
and to gain exposure to Appalachian shale gas production and markets, Union did bid into the
2010 TransCanada new capacity open season for 21,101 GJ/d of Niagara to Kirkwall
transportation capacity. This transportation capacity would move gas supply purchased at
Niagara to Kirkwall to access the Dawn Parkway System and storage at the Dawn Hub. This
transportation capacity commitment was a first step in Union committing to supply from the
Marcellus production basin. Union did seek pre-approval of this TransCanada transportation
contract but was not granted the pre-approval. Please see the response at Exhibit
B.T1.Union.Staff. 2. To Union’s knowledge, Union was the only end use market that had
directly contracted on this path until 2014.

f) and g) Between late 2010 and into 2012, Union evaluated a number of different alternatives to
provide supply, including replacing supply provided through its Alliance contract. As stated in
Exhibit A, page 18 “When the NEXUS project was announced in 2012, it was the first greenfield
infrastructure project proposed to bring significant, incremental supplies to Ontario since the
Alliance and Vector pipelines in 2000.” Union recognized NEXUS as an opportunity to support
a project that would connect the Dawn Hub to both the Marcellus and Utica supply basins
through significant greenfield pipeline infrastructure. As a result, Union bid into the NEXUS
new capacity open season for 150,000 Dth/d, which granted Union anchor shipper status. By this
point in time the Marcellus, and now Utica, picture had become more in focus, with consensus
views on its potential.
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Union did not participate in the 2013 Tennessee Gas Pipeline Niagara Expansion Project new
capacity open season or the Empire Pipeline Inc.’s, (in cooperation with National Fuel Gas
Supply Corporation) Northern Access 2016 Project, or other open seasons for pipeline capacity
to the Dawn Hub conducted in 2013 and 2014 since: i) Union had already committed to
transportation capacity on NEXUS in November of 2012; and, ii) Union could not absorb
another large volume, long term commitment to an infrastructure project. Please see the
response at Exhibit B.T2.Union.Staff.17.

h) Confirmed.

i) Please see the response to b) above. Please see Exhibit A, pages 46-52, for the risks identified
and the corresponding mitigation efforts.

J) Please see Attachment 1 for presentations and other marketing materials provided to Union
with respect to projects listed in c¢) through g) above.

k) Please see Attachment 2 for materials provided to Union from NEXUS.

I) Correspondence between Union and Enbridge is reflected in the final evidence and PA filed
in this proceeding.

m)Please see Attachment 3 for internal presentations regarding NEXUS. Please also refer to
Exhibit B.T1.Union.SEC.11 for materials related to obtaining senior management approval to
bid into the NEXUS open season.

n) Union did not pursue any substantial delivered gas options at Niagara, Chippawa or Kirkwall
in lieu of NEXUS. Union already had the Niagara to Kirkwall contract for 21, 101 GJ/d and
experienced the limited counterparties that were willing to transact at that point. As has been
stated, these points are trans-shipment points between pipelines and not hubs or liquid trading
points where many buyers and sellers transact. Union committed to NEXUS in November
2012 in order to support a large, greenfield infrastructure project that would make a
significant difference to the liquidity of the Dawn Hub and benefit Ontario natural gas
consumers. Given the long lead times for projects of this size and magnitude, it is necessary
to commit early to allow projects to be delivered on time. Union will continue to consider
Niagara or Chippawa supplies when seeking incremental supply within its portfolio in the
future. Please see the response at Exhibit B.T2.Union.Staff.17.
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From: Daniel Andruccioli [Daniel_Andruccioli@transcanada.com . .
Sent: March_28_13 913 I[AM - ] EXhlblt B.T4.Un10n.TCPL.8
Subject: ANR Lebanon Lateral Reversal Attachment 1

Please see a recent 3" party blog (link provided below) regarding the Lebanon Lateral reversal project which ANR has been offering as i.) an alternative export opportunity for Utica/Marcellus producers and ii.)
access to a new supply basin for the Midwest and Gulf Coast markets ANR serves. Please don't hesitate to contact me or your ANR representative should you have further questions about Lebanon Lateral
Project.

http://www.rbnenergy.com/return-to-sender-the-feeders-of-lebanon-anr-lebanon-lateral-reversal

Thanks,
Dan

Daniel Andruccioli

Manager, Business Development
ANR Pipeline Company

717 Texas Street

Houston, Texas 77002

(832) 320-5451 Office
(832) 320-6451 Fax
(713) 829-1241 Cell

daniel andruccioli@transcanada.com

This electronic message and any attached documents are intended only for the named addressee(s). This communication from TransCanada may contain information that is privileged,
confidential or otherwise protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. If you have received this message in error, please notify
the sender immediately and delete the original message. Thank you.



Pavli, Emily

From: Hodgson, Tina

Sent: February-27-13 9:31 AM

To: McClacherty, Shawn

Subject: FW: Presentation for Meeting at 1pm (Eastern time)
Attachments: Niagara Presentation Union Gas Meeting 25Feb2013.pdf

From: Lisa DeAbreu [mailto:lisa_deabreu@transcanada.com]

Sent: February 25, 2013 12:24 PM

To: Shorts, Chris; Hodgson, Tina

Cc: Tim Stringer; Lorraine Lindberg (Lorraine_Lindberg@kindermorgan.com)
Subject: Presentation for Meeting at 1pm (Eastern time)

Attached please find the presentation for our meeting this afternoon.

Regards,

Lisa

Lisa DeAbreu

Customer Account Manager
Commercial East, Canadian Pipelines

Phone: 416-869-2171
Cell: 416-571-5078

This electronic message and any attached documents are intended only for the named addressee(s). This communication from TransCanada may contain information that is privileged,
confidential or otherwise protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. If you have received this message in error, please notify
the sender immediately and delete the original message. Thank you.



Opportunities for Marcellus and Utica Shale on
the TransCanada Mainline via Tennessee Gas
Pipeline

February, 2013



Key Messages

e TransCanada (TCPL) and Tennessee Gas Pipeline (TGP) have
begun joint discussions with US producers and Canadian
markets regarding opportunities to provide incremental
Marcellus and Utica shale gas, which is directly attached to the
TGP system, to TCPL at the Niagara/Chippawa area.

e Historically, Canadian gas has been transported into the US at
Niagara, but beginning Nov. 1, 2012, expansion facilities were
put into place and existing facilities were modified for TGP to
flow gas into TCPL from the prolific Marcellus and Utica shale
formations in Pennsylvania and Ohio.



Key Messages (Cont.)

e TCPL and TGP provide an economic link between Marcellus and
Utica production and key Eastern Canadian markets

« TransCanada has filed for lower and more certain rates - decision
expected Q1 2013

o Significant liquidity along the path between Niagara / Chippawa
and key markets

o Customers can access Dawn Storage, major Canadian markets including
Toronto and Montreal, and growing gas-fired power plant load

e arbitrage opportunities

e TransCanada and TGP can add system capacity where required to
ensure Marcellus supply can access key markets in a timely fashion

o Greater certainty of meeting in-service requirements



Tennessee Access to Utica & Marcellus
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TGP Advantage:

Unmatched Access to Marcellus

TGP Marcellus Access

MARCELLUS

Marcellus Shale

8.9 Bcf/d — Receipt access

38 Producer Interconnections

2.3 Bcf/d — Avg. Daily Receipts (Aug)

~1.0 Bcf/d receipt access added in 2012
= continued growth

Marcellus Receipts by Pipeline

% of YTD 2012

Pipeline

Total (MDth/d)
TGP 33% 2,353
Transco 24% 1,190
Stagecoach 9% 452
TETCO 8% 432
Dominion 6% 379
Columbia Gas 6% 346
Equitrans 5% 268
National Fuel/Empire 5% 273
Millennium 2% 144
National Fuel Prod 1% 104
TOTAL 100% 5,941

Source: Bentek, Dec. 2012



TGP Unmatched Access to Marcellus Producers

o 38 Marcellus producer interconnects on TGP totaling 8.9 Bcf/d
Marcellus receipt point access

e ~ 1 Bcf/d receipt access added on 2012

e Chesapeake Anadarko

e Seneca Resources Cabot

e Shell Total

e Chevron BP

e Range Resources Sierra Buckeye
e Magnum Hunter Enervest

e ExxonMobil Southwestern
e EOG

e Hess

e Consol



The Next Act - Utica Access

Utica projected to be 1.5 - 2.5 Bcf/d by 2017

Utica Projections




Utica Producer Activity

TGP ROW
Window
(Ohio)

Total
Enervest

Chevron
Anadarko
Hess
Range
Halcon
Consol
Xon

BP

Rex
Gulfport
Antero
Shell
Hilcorp
Sierra
TOTAL

Chesapeake/

1,300,000

700,000
623,000
390,000
200,000
190,000
140,000
100,000
90,000
84,000
72,200
62,500
56,000

undisclosed

private
private
4,007,700
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Canadian Mainline - Eastern Triangle
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Marcellus and the Mainline

e To date, TransCanada has executed firm transportation contracts for
approximately 410,000 GJ/d of long-term service between Niagara
Falls and Eastern Canadian markets

o Facilities installed to move gas from Niagara effective November 1, 2012

« TransCanada expects to be able to install additional capacity from
Niagara/Chippawa to Kirkwall for November 1, 2014 and for November 1,
2016 to markets downstream of Parkway (e.g. Toronto, Montreal,
Iroquois, PNGTS)

12



Incremental Capacity to Key Markets

e TCPL and TGP can expand system capacity as required to enable
Marcellus and Utica supply to reach Canadian markets

o TGP put the Niagara Spur Loop Line Bi-directional Flow Project and its
NSD Project in-service 11-1-12 for delivery capacity at Niagara,
operational capacity ~ 725,000 - 800,000 Mcf/d

e Most recent TCPL expansion (Niagara to Kirkwall and Parkway to Maple)

put into service November 2012 (current Niagara receipt point capacity is
~ 425 T]

e TCPL's Q2 2012 open season resulted in approximately 300 TJ/d of
incremental service requests from Parkway for November 2015

o Utilizing existing infrastructure, both TCPL and TGP are able to
achieve the lowest cost expansion solutions by offering scalable

(various range of volumes) projects to suit producer/market needs
and timing of in-service dates

13



2012 Mainline Expansion Facilities
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Price Comparison: Nexus vs TGP/TCPL
Marcellus to Dawn

Nexus | |TGP/TCPL |

Gas Price

Dominion S. $3.12
Nexus rate $0.807
Gathering / $7?77?

OPEN rate??

TOTAL
DELIVERED
COST $3.92 - ?7?

* @Gas prices quoted in Jan 30 edition of Gas Daily

** TCPL Rates are 2013 Restructuring Rates

$2.98
$0.50 - $0.60
$0.13

$0.10

$3.71 - $3.81

Gas Price TGP
Marcellus

TGP rate

TCPL rate to
Kirkwall*

Union Gas
M12X rate

TOTAL
DELIVERED
COST

16



Price Comparison: Nexus vs TGP/TCPL

Marcellus to Union CDA

Nexus | |TGP/TCPL |

Gas Price

Dominion Sth* $3.12
Nexus rate $0.807??
Gathering / $7?77?
OPEN rate??

Union Gas $0.10
M12X Rate

TCPL Parkway $0.09
to Union CDA**

TOTAL
DELIVERED
COST $4.11 - ?7?

* Gas prices quoted in Jan 30 edition of Gas Daily
** TC Rates are 2013 Restructuring Rates

$2.98
$0.50 - $0.60
$0.12
$3.60 - $3.70

Gas Price TGP
Marcellus*

TGP rate

TCPL rate to
Union CDA**

Union Gas
M12X rate

TOTAL
DELIVERED
COST

17



Conclusions & Next Steps

Access to Marcellus Supply

e TransCanada’s Mainline connects suppliers to premium markets within
Ontario and Quebec via Tennessee Gas Pipeline and other interstate pipeline
connections

Competitive Option

e TransCanada’s seamless service provides a competitive option to markets
looking to access Marcellus and Utica supplies at Niagara

Operational Excellence (TCPL & TGP)

e Secure and reliable annual firm service

e Flexible and easy to use transactional systems

e Strong record of meeting project in-service dates

Next Steps

Meetings with Producers and Markets Jan/Feb, 2013 to assess customer
interest and timing of infrastructure needs

18



Contact Information:

e TransCanada
e Tim Stringer
e (416) 869-2177 office
e (416) 606-4092 cell

e Tim stringer@transcanada.com

e Tennessee Gas Pipeline
e Lorraine Lindberg
« (713) 420-3622 office
e (713) 206-1242 cell

e Lorraine lindberg@kindermorgan.com

19



TransCanada — Bringing Northeast U.S.
Shale Supplies to Ontario Markets

February 2013



Forward-Looking Information

This presentation contains certain information that is forward looking and is subject to important risks and uncertainties. The
words "anticipate”, "expect”, "believe"”, "may", "will", "should", "estimate", "project”, "outlook", "forecast”, "intend", "target",
"plan" or other similar words are used to identify such forward-looking information. Forward-looking statements in this
presentation are intended to provide TransCanada security holders and potential investors with information regarding
TransCanada and its subsidiaries, including management’s assessment of TransCanada’s and its subsidiaries’ future plans and
financial outlook. Forward-looking statements in this presentation may include, but are not limited to, statements regarding
anticipated business prospects; financial performance of TransCanada and its subsidiaries and affiliates; expectations or
projections about strategies and goals for growth and expansion; expected cash flows; expected costs; expected costs for
projects under construction; expected schedules for planned projects (including anticipated construction and completion dates);
expected regulatory processes and outcomes; expected outcomes with respect to legal proceedings, including arbitration;
expected capital expenditures; expected operating and financial results; and expected impact of future commitments and
contingent liabilities.

These forward-looking statements reflect TransCanada's beliefs and assumptions based on information available at the time the
statements were made and as such are not guarantees of future performance. By their nature, forward-looking statements are
subject to various assumptions, risks and uncertainties which could cause TransCanada's actual results and achievements to
differ materially from the anticipated results or expectations expressed or implied in such statements. Key assumptions on
which TransCanada’s forward-looking statements are based include, but are not limited to, assumptions about inflation rates,
commodity prices and capacity prices; timing of debt issuances and hedging; regulatory decisions and outcomes; arbitration
decisions and outcomes; foreign exchange rates; interest rates; tax rates; planned and unplanned outages and utilization of the
Company’s pipeline and energy assets; asset reliability and integrity; access to capital markets; anticipated construction costs,
schedules and completion dates; and acquisitions and divestitures.

The risks and uncertainties that could cause actual results or events to differ materially from current expectations include, but
are not limited to the ability of TransCanada to successfully implement its strategic initiatives and whether such strategic
initiatives will yield the expected benefits; the operating performance of the Company's pipeline and energy assets; the
availability and price of energy commodities; amount of capacity payments and revenues from the Company’s energy business;
regulatory decisions and outcomes; outcomes with respect to legal proceedings, including arbitration; counterparty
performance; changes in environmental and other laws and regulations; competitive factors in the pipeline and energy sectors;
construction and completion of capital projects; labour, equipment and material costs; access to capital markets; interest and
currency exchange rates; weather; technological developments; and economic conditions in North America.

Additional information on these and other factors is available in the reports filed by TransCanada with Canadian securities
regulators and with the U.S. Securities and Exchange Commission (SEC). Readers are cautioned against placing undue reliance
on forward-looking information, which is given as of the date it is expressed in this presentation or otherwise stated, and not to
use future-oriented information or financial outlooks for anything other than their intended purpose. TransCanada undertakes no
obligation to publicly update or revise any forward-looking information in this presentation or otherwise stated, whether as a
result of new information, future events or otherwise, except as required by law.



TransCanada Corporation

(TSX/NYSE: TRP)

One of North America’s Largest
Natural Gas Pipeline Networks

e Operating 68,500 km (42,500 mi) of
pipeline

» Average volume of 14 Bcf/d or 20% of
continental demand

North America’s 3rd Largest Natural
Gas Storage Operator

« 380 Bcf of capacity

Canada’s Largest Private Sector
Power Generator

e 20 power plants, 10,900 MW

« Diversified portfolio, including wind,
hydro, nuclear, coal, solar and natural
gas

Premier North American Oil Pipeline
System

e 1.4 million Bbl/d ultimate capacity™*

* Keystone Wood River/Patoka and Cushing
Extension sections in operation
Gulf Coast pipeline project in development
Keystone XL pipeline project in development
Houston Lateral pipeline project in development



Natural Gas Pipelines

e 57,000 km (35,500 mi) of
wholly owned natural gas
pipeline

e |nterests in an additional
11,500 km (7,000 mi) of
natural gas pipeline

e 250 Bcf of regulated natural
gas storage capacity

e Unparalleled connections from
traditional and emerging basins
to growing markets

e Average daily volume of
approximately 14 Bcf, 2010 of
North American demand



Key Takeaway Points

e Upstream pipelines and producers are seeking opportunities to make
Marcellus and Utica supply available to Canada and the Midwest U.S.

- Marcellus began to arrive in Ontario on November 1st 2012.
- Various options exist for bringing additional volumes to Ontario.
- EXxisting infrastructure capacity is available.

e Utilization of existing infrastructure provides most efficient
transportation solution.

e TransCanada can offer additional capacity from the Utica/Marcellus at
competitive rates with:
e Minimal capital costs
e Short lead times
e Flexible contract terms

e Minimal regulatory risk



Agenda Topics

e Pipeline Capacity

- Southern Ontario Market import pipeline capacity.
- Changes in capacity utilization.
e Supply Availability
- Existing supply portfolio available to Ontario shippers.
- Adding Utica/Marcellus supply access to mix via;
- Nexus Greenfield Project
- Existing Infrastructure
e Transport Costs
- Nexus Greenfield Project
- Existing Infrastructure

e Greenfield vs. Existing Infrastructure



Pipeline Capacity via Existing Infrastructure

Over 9 Bcfd existing capacity into
southern Ontario serving 3 Bcfd of
demand

WCSB From WCSB
4 Bcfd on TransCanada

Northern Ontario Line

From Michigan
5 Bcfd capacity on
Great Lakes, Vector,
Michcon, Panhandle,
ANR, Bluewater

From Niagara
0.4 Bcfd contracted,
additional 0.35 Bcfd

supply available

WCSB
Bakken

Utica/Marcellus

Midcontinent
and Rockies

Gulf Coast
Shale Gas

Diverse supply sources via
existing capacity:

-WCSB via TransCanada
Northern Ontario Line

-Marcellus and Utica via
TransCanada, Tennessee Gas
Pipeline, National Fuels

-Michigan into Ontario accesses
WCSB, Gulf Coast and
Midcontinent shales, Rockies,
Bakken, and Utica
Capacity into Southern
Ontario, Bcfd
10
ANR
Panhandle
B Bluewater
H Michcon
= Niagara
B Vector
I Great Lakes

H TransCanada




Shift in Pipeline Capacity Utilization

To-and-through
Ontario flows have
been Iin decline

Befd Canadian Exports
1200

1000 “~\\Niagara

Waddington 600 \\
400 \\\\\\
Niagara 200 \

0 T T T T T 1
2007 2008 2009 2010 2011 2012

Declining Canadian exports into Northeast has
led to underutilized capacity on some pipelines




Shift in Supply Sources on GLGT

2500

2000

1500

1000

500

Emerson Receipts QO

T~

N

St. Clair Deliveries <

N\

Farwell Receipts —

! ! T ! ! 1

2007 2008 2009 2010 2011 2012

Declining Emerson receipts have resulted in an increase of
capacity on Great Lakes from Farwell to St. Clair.




Linking Natural Gas Supply to Key Markets

Conventional Gas Basins
Shale Gas Basins

Northern Conventional Gas Basins e Our pipeline network tapS into
virtually every major North
American natural gas supply
basin and provides Ontario
with unparalleled access to a
diverse supply portfolio.

e Qur vast pipeline network is
also very well positioned to
connect new sources of supply
such as shale gas to growing
Ontario markets.



Growth in Supply Sources Accessible to the

Ontario Market

Bcfd

Bcfd

18

16
14
12 WCSB Shale

10

WCSB Conventional

PSP N
07 A7 407 D7 407 DT 497 AOTTH

70

60

50

40

Midcontinent
30 & Gulf Coast Shales
20

Midcontinent Conventional
10

Gulf Coast Conventional
0 Gulf of Mexico

O P DL O DD D O
A A A B A 18 A T SV AT SV 1SV

25

20

15

10

0

Diversifty supply from Utica &
Marcellus, Mid-Continent, and
Gulf Coast

Source: Fall 2012
TransCanada Strategic

Eastern U.S. Conventional
Outlook

R N T R T Y, St R W -
A AP A 1SS B A B A SV ATV SV 1S
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NEXUS Project Scope

Source: Spectra Energy Website

Location: Ohio,
Michigan, Ontario

Length: —250 miles

Capacity: At least 1
billion cubic feet per
day

Open Season: Fourth
quarter 2012

Partner Companies:
DTE Energy, Enbridge
and Spectra Energy

Projected In-Service:
November 2016

12



TransCanada — Bringing new supplies to market

with existing infrastructure

Lebanon to Dawn

<200 MMcfd from Lebanon
receipts to Dawn with existing
capacity and by reversing the
Lebanon Lateral

-An additional 150 to 200 MMcfd
available with minimal
investment

- 150 MMcfd w/add’l
compression on Tie-Line

- 200 MMcfd w/add’l
compression on Tie-Line
and Lebanon Lateral

Lebanon ) )
Lateral Niagara to Kirkwall
<400 MMcfd in-service

- November, 2012 with line

ANR reversal

. \ -Working to contract additional
.~ 350 MMcfd at the border and
attract additional supply

i ! ; J
TransCanada can offer 800 MMcfd additional
7 capacity into Ontario with minimal investment

A

13



Tariff Comparisons ANR vs Nexus Solutions

Great Lakes

d .
: o
s
Y )
: ey
.. y -I....A Dawn
[ ] ¥
x o Michcon
o
| NG ‘ n
L - S n
N, ° .
i ey &
. e @ S
. ¥ N 4
L ...".
.O ..".
£ Utica
. Supplies
Lebanon L PP
v “‘l
Lateral *, .

ANR ' Pipeline

Nexus

New build from Utica
to Vector

*Utilize Vector capacity
into Ontario

Rate assumed to be
$0.80/Dth

ANR via Lebanon

*Utilize existing
capacity on Dominion,
ANR, Great Lakes, and
TransCanada

‘Maximum tariff rate
for full path $0.60
$/Dth



Full Transport Cost Comparison to Dawn

Total Transport Cost, $/Dth

$1.00
Nexus to Dawn

. —

------- ANR to D
$0.90 __— / o Dawn

4———p FED13 Nymex price range
from 2016 to 2020

$4 $5 $6 $7
Receipt Gas Price, $/Dth

e Nexus rate assumed to be
$0.80/Dth plus fuel

- $0.27 for Vector capacity
utilization

- $0.53 for new build

e Maximum rate is assumed
for Dominion, ANR, Great
Lakes, and TransCanada

15



Greenfield Versus Existing Infrastructure

e Greenfield Projects

Capital Intensive

Significant shipper commitments required

Long in-service lead times

Regulatory, cost, and construction schedule risk

Financial exposure to basis degradation once in-service

 Utilization of Existing Infrastructure

Efficient solution to producer flow assurance/liquidity concerns
Supply diversity

Minimal regulatory, cost, or construction schedule risk

Minor capital requirements

No long term contract commitments

16



Thank You!

e For information, please contact

- Gary Skarb (Troy, Michigan)

- gary_skarb@transcanada.com

- Office (248) 205-4536, Cell (248) 459-2173
- Dan Andruccioli (Houston, Texas)

- Daniel_andruccioli@transcanada.com

- Office 832-320-5451, Cell 713-829-1241

17



Pavli, Emily

From:

Sent:

To:

Cc:

Subject:
Attachments:

FYI...

From: Riga, Robert G
Sent: July-25-14 8:38 AM
To: Shorts, Chris

Shorts, Chris

July-25-14 9:46 AM

ONT UGL GAS SUPPLY

Gazidis, Lydia; Passmore, Libby

FW: NEXUS Supplemental Open Season Notice
NEXUS Supplemental Open Season Brochure Final.pdf

Subject: NEXUS Supplemental Open Season Notice

Chris: here is the Supplemental Open Season Notice for NEXUS. Bob

BOB RIGA General Manager, BUSINESS DEVELOPMENT| SPECTRA ENERGY
0. 617.560.1436 | c.508.277.8753 | rgriga@spectraenergy.com

Follow us on Facebook, Twitter, and YouTube

Safety is Everyone's Responsibility

Filed: 2015-08-25
EB-2015-0166/
EB-2015-0175

Exhibit B.T4.Union. TCPL.8
Attachment 2



NEXUS Gas Transmission Project
Providing a seamless transportation path for Marcellus & Utica
shale gas supplies from Ohio to growing liquid markets in

Michigan, Chicago and Dawn, Ontario.

Supplemental Open Season Notice for Firm Service
July 23, 2014 — August 21, 2014



NEXUS Gas Transmission Project

Providing a seamless transportation path for Marcellus & Utica shale gas supplies
from Ohio to growing liquid markets in Michigan, Chicago and Dawn, Ontario

DTE Energy and Spectra Energy are lead developers of
the proposed NEXUS Gas Transmission (NEXUS)
project, a project designed to transport growing
supplies of Appalachian Basin gas, including Utica and
Marcellus shale gas production, to customers in the
U.S. Midwest, including Ohio, Michigan, Chicago, and
Dawn Ontario in Canada. The project will help meet
the growing environmental need for cleaner and more
affordable fuels for power generation and for
industrial and commercial customers, as well as home
heating and domestic use. DTE Energy and Spectra
Energy are two of the leading energy service and
infrastructure companies in North America with more
than a century of combined experience in developing
infrastructure projects to meet the energy needs of
North America in a safe, reliable and responsible
manner.

NEXUS conducted an open season from October 15,
2012 through November 30, 2012 (“Original Open
Season”) which resulted in over 1 billion cubic feet per
day (“Bcf/d”) of interest in the project. Current NEXUS
design capacity is scalable up to 2 Bcf/d. With the
commitments to date from a

significant number of gas and electric

utilities and Appalachian producers,

NEXUS has sufficient commitments to

advance development of the project.

With this Supplemental Open Season,
which shall run from July 23, 2014
through August 21, 2014, all parties
who are interested in subscribing for
long-term firm capacity on the NEXUS
project are invited to submit a
transportation Service Request Form.
The service commencement date for
the NEXUS project is expected to be as
early as the fourth quarter of 2017.

Project Description

The NEXUS project is designed to deliver up to 2 Bcf/d
of Appalachian supply to Ohio, Michigan, Chicago
market centers and the Dawn Hub in Ontario. The
proposed path for the NEXUS project will consist of a
newly-constructed, greenfield pipeline that will extend
approximately 250 miles from receipt points in
eastern Ohio to interconnects with the existing
pipeline grid in southeastern Michigan. As proposed,
the path will utilize both existing and expansion
capacity on the DTE Gas transportation system and
the Vector Pipeline (Vector) System to access Chicago
and the Dawn Hub. Key utilities are committed to the
success of NEXUS as shippers, to bring Appalachian
supply to serve their native load plus incremental
demand growth from gas-fired power generation in
both Michigan and Ontario and other Dawn markets.

The proposed transportation path will utilize existing
corridors and infrastructure for most of its route to
facilitate timely, efficient construction, minimize
environmental and local impacts and provide access

Page 2 of 6



to a multitude of existing load center meters. The
initial project will include interconnects with Texas
Eastern Transmission, LP, and Tennessee Gas Pipeline
Company, L.L.C. in the Appalachian Basin, with
Michigan Consolidated Gas Company and Consumers
Energy in Michigan, and with the Enbridge Tecumseh
storage facility and the Union Gas Limited Dawn Hub
in Ontario. Additional delivery points across the
NEXUS path will be added as necessary based upon
shipper interest.

Project Service

The NEXUS project will provide shippers with an
opportunity to obtain firm transportation service from
receipt points in eastern Ohio, including but not
limited to Clarington, OH and Kensington, OH to
multiple delivery points in Ohio, Michigan, Chicago
and Ontario. The NEXUS transportation service will
include flexibility for flowing gas to multiple points
within the NEXUS path on a secondary basis. A bidder
in the Supplemental Open Season can qualify as a
“Foundation Shipper” for the NEXUS project by
submitting a bid of 400,000 Dth/d or greater for a
term of 15 years or more. Multiple bidders who are
affiliated with a single entity, or who are otherwise
affiliated through ownership of production acreage or
midstream facilities that collectively submit bids in the
aggregate totaling at least 400,000 Dth/d will, upon
request, all be considered Foundation Shippers.
NEXUS may offer Foundation Shippers certain rate and
rate-related incentives, including but not limited to,
lower transportation rates than other bidders.

A bidder in the Supplemental Open Season can qualify
as an Anchor Shipper for the NEXUS project by
submitting a bid of 150,000 Dth/d or greater for a term
of 15 years or more. Multiple bidders who are affiliated
with a single entity, or who are otherwise affiliated
through ownership of production acreage or midstream
facilities that collectively submit bids in the aggregate
totaling at least 150,000 Dth/d will, upon request, all be
considered Anchor Shippers. NEXUS may offer Anchor
Shippers certain rate and rate-related incentives, not
offered to bidders who do not qualify for Foundation
Shipper or Anchor Shipper status.

NEXUS is also willing to consider other appropriate
incentives for Foundation Shippers and Anchor Shippers.

Project Rates

Bidders may elect to choose to pay cost-based maximum
recourse rates for long-term firm transportation service
on the NEXUS project or to pay mutually agreeable
negotiated rates for such service.

Final rates for transportation service will be
determined after the conclusion of the Supplemental
Open Season and are dependent upon the final scope
of project facilities required to satisfy the firm service
requests for bidders who are awarded capacity and
who have executed binding Precedent Agreements. In
addition to the transportation rates, any bidders who
become shippers on NEXUS will be subject to all other
applicable tariff charges and surcharges including fuel
retainage.

Supplemental Open Season Nomination Process

During the Supplemental Open Season bidding period
(beginning at 1:45p.m., CST, July 23, 2014 and ending at
4:00 p.m., CST, August 21, 2014) interested parties
must submit a transportation Service Request Form,
that is included in this package. The completed Service
Request Form must be executed by a duly authorized
representative and mailed, e-mailed or faxed, to:

NEXUS Gas Transmission

5400 Westheimer Court, Houston, TX 77056
Attn: Erika Young, Project Director, Business
Development
edyoung@spectraenergy.com

Fax No. (713) 627-4654

By submitting a Service Request Form in this
Supplemental Open Season bidding period, a bidder is
committing to proceed in good faith to negotiate a
binding Precedent Agreement with NEXUS within 30
days of the conclusion of the Supplemental Open
Season bidding period that incorporates the terms set
forth in the bidder’s Service Request Form.

NEXUS reserves the right to reject any Service Request
Form that is not received by the specified deadline on
August 21, 2014.

Page 3 of 6



Contracting for Service

Upon the close of the Supplemental Open Season
bidding period, NEXUS will evaluate all valid requests
for service as set forth in the Service Request Forms to
determine if the proposed project is economically
justified. NEXUS will also evaluate the availability of
necessary materials, equipment and third-party
services at the time to confirm that the project can be
completed in a manner that will satisfy all valid
transportation requests as set forth in the Service
Request Forms submitted in this Supplemental Open
Season by the timing contemplated. If NEXUS elects to
proceed with the project, representatives will contact
all bidders who have submitted valid Service Request
Forms in order to finalize the terms on which service
will be provided. NEXUS reserves the right to reject any
bidder’s valid request for service in the event a duly
authorized representative of such bidder has not
executed a binding Precedent Agreement on or before
30 days following the end of the Supplemental Open
Season bidding period, or such later date as deemed
acceptable by NEXUS provided that such Precedent
Agreements executed more than 30 days after the end
of the Supplemental Open Season bidding period will
not subject any bidder with a timely executed Precedent
Agreement to any further prorationing of capacity as a
result of such later-executed Precedent Agreements.

Awarding of Capacity

All parties that executed binding precedent
agreements as part of the Original Open Season will
not be subject to prorationing as a result of bids
received in this Supplemental Open Season. In the
event that the executed binding Precedent
Agreements in the Supplemental Open Season are
received timely for a quantity of project capacity that
exceeds the quantity of capacity for any portion of the
project designed by NEXUS, such capacity will be
allocated among bidders timely executing binding
Precedent Agreements in a not unduly discriminatory
manner, first to qualifying Foundation Shippers that
have executed binding Precedent Agreements, second
to bidders qualifying as Anchor Shippers in this
Supplemental Open Season that have executed
binding Precedent Agreements and, finally to other

bidders that have executed binding Precedent
Agreements.

A bidder’s status as a Foundation Shipper or Anchor
Shipper, and such bidder’s attendant rights, will
continue to apply even if the bidder’s aggregate
capacity (including the capacity of its affiliates) falls
below the minimum quantity required to qualify as a
Foundation or Anchor Shipper due to any pro rata
allocation resulting from the Supplemental Open
Season.

Limitations and Reservations

NEXUS reserves the right, in its sole discretion, to
decline to proceed with the project or any portion of
the project, including all or any portion of the project
for which NEXUS has requested bids as part of this
Supplemental Open Season. NEXUS also reserves the
right: (1) to proceed with one or more projects that
may be defined through the contracting process and
to develop alternative projects from the requests
received during this Supplemental Open Season that
may be more representative of the timing requested
and areas served; (2) to reject any and all bids that do
not satisfy the requirements set forth in this
Supplemental Open Season Notice. Without limiting
the foregoing, NEXUS may, but is not required to,
reject any request for service in which the Service
Request Form is incomplete, is inconsistent with the
terms and conditions outlined in this Supplemental
Open Season Notice, contains additional or modified
terms, or is otherwise deficient in any respect; (3) to
request a nominating bidder to modify its proposed
delivery point(s), to the extent that NEXUS determines
that the nominated point(s) will unduly increase the
cost of the overall project or otherwise adversely
affect the scope of the project in light of the other
requests for service received prior to or as part of the
Supplemental Open Season; and/or (4) to reject
requests for service in the event requesting bidders
are unable to meet applicable creditworthiness
requirements. No request for service shall be binding
on NEXUS unless and until duly authorized
representatives of both a requesting bidder and
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NEXUS have executed a binding Precedent
Agreement.

Communications

Interested parties may contact Anne Moore, Spectra
Energy, at (713) 627-4555, Erika Young, Spectra
Energy, at (713) 627-4609, David Slater, DTE Energy, at
(313) 235-0408, or Paul McLean, DTE Energy, at (313)
235-5273 to discuss any questions or to seek
additional information about this Open Season.

DTE Energy (NYSE:DTE) is a Detroit-based diversified energy
company involved in the development and management of energy-
related businesses and services nationwide.

Its operating units include an electric utility serving 2.1 million
customers in Southeastern Michigan and a natural gas utility serving
1.2 million customers in Michigan.

The DTE Energy portfolio also includes non-utility energy businesses
focused on power and industrial projects, natural gas pipelines,
gathering and storage, and energy marketing and trading.

Information about DTE Energy is available
at dteenergy.com, twitter.com/dte _energy and facebook.com/dteen

ergy.

Spectra Energy Corp (NYSE: SE), a FORTUNE 500 company, is one of
North America's leading pipeline and midstream companies. Based
in Houston, Texas, the company’s operations in the United States
and Canada include more than 22,000 miles of natural gas, natural
gas liquids, and crude oil pipelines; approximately 305 billion cubic
feet (Bcf) of natural gas storage; 4.8 million barrels of crude oil
storage; as well as natural gas gathering, processing, and local
distribution operations. Spectra Energy is the general partner of
Spectra Energy Partners (NYSE: SEP), one of the largest pipeline
master limited partnerships in the United States and owner of the
natural gas, natural gas liquids, and crude oil assets in Spectra
Energy’s U.S. portfolio. Spectra Energy also has a 50 percent
ownership in DCP Midstream, the largest producer of natural gas
liquids and the largest natural gas processor in the United States.
Spectra Energy has served North American customers and
communities for more than a century. The company’s longstanding
values are recognized through its inclusion in the Dow Jones
Sustainability World and North America Indexes and the CDP Global
500 and S&P 500 Climate Disclosure and Performance Leadership
Indexes. For more information, visit www.spectraenergy.com and
www.spectraenergypartners.com.
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NEXUS Gas Transmission Project
Supplemental Open Season for Firm Transportation Capacity
Service Request Form

Shipper Information

Company

Contact

Title

Address

Telephone Fax

E-mail

Maximum Daily Quantity Term (15 year minimum)

Receipt Point(s) Quantity (Dth/d) Delivery Point(s) Quantity (Dth/d)

Signature of Requestor/Customer:

Name Title Date

By completing this Service Request Form, subject to the acceptance of bidder’s request for service and bidder’s receipt of
notification from NEXUS of the quantities of capacity allocated to bidder, bidder hereby agrees to enter into negotiations with
the objective to enter into a binding Precedent Agreement with NEXUS. If bidder does not enter into a binding Precedent
Agreement within 30 days of the close of this Supplemental Open Season, NEXUS reserves the right to reject bidder’s request for
service as set forth in this Service Request Form.

If you have any questions, please contact the representative listed below. In addition, please send your completed Service
Request Form to:

Erika Young, Project Director, Business Development

5400 Westheimer Court 713-627- 4654 fax
Houston, TX 77056 edyoung@spectraenergy.com
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NEXUS Gas Transmission
Natural Gas Market Fundamentals

November, 2014




Executive summary

» The Great Lakes region gas markets are highly liquid and growing

» Combined average day consumption is 14 Bcf per day
e Core utility load growth of 1% per year
e Strong gas-fired electricity generation demand growth
e Estimated winter peaking market of over 30 Bcfd

» Working storage capacity of 920 Bcf in Michigan and Ontario
e Summer injection requirement of 3.7 Bcfd

» Shifting gas production and flows have Great Lakes region utilities looking to diversify
their supply portfolios
e Declining Western Canadian Sedimentary Basin production + increasing Western
Canada demand = lower flows to U.S. Midwest and Eastern Canada
e Pipeline repurposing to oil transportation = less capacity from Gulf Coast and
Western Canada



The Great Lakes region markets have the key 1% DTE Energy’
attributes that define market liquidity M




High liquidity and price transparency make Great

Lakes region markets attractive

» Cash Market Trading
e Platts Gas Daily
Price Survey
* Enerdata
Canadian Gas Price Reporter
* Natural Gas Intelligence
Daily Gas Price Index

» Index Market Trading
e ICE/NGX

» Various Proprietary Marketer Pricing
Summaries

Over 100 companies actively trade at upper Midwest markets b



Intercontinental Exchange (ICE) traded volumes at
MichCon generic and Dawn demonstrate deep

liquidity

MMcf/d Daily Traded Volumes on MichCon B Avg Daily Month Ahead Volume
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Intercontinental Exchange (ICE) traded volumes at % DTE Energy-

Chicago demonstrate deep liquidity

. . Avg Daily Month Ahead Volume
Daily Traded Volumes at Chicago -

MMcf/d I Average of Avg Daily Volume
1,600
1,400
1,200
1,000 > High levels of
trading activity will
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pricing at Chicago
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Source: ICE/10X



On the demand side, the Great Lakes region is = @
: % DTE Energy
expected to consume ~16 Bcf/d in 2025, up 2.2 Bcf/d 2"

from 2014 levels

Great Lakes Natural Gas Demand
Bcf/d

+2.2 Bef/d !

2014 : 2015 2020 2025

Source: DTE analysis



The key driver will be increased demand for

gas-fired generation

f% DTE Energy-

R/ C/|Demand

Other

Electric Power
/

Commercial

Industrial

Residential

N—

Great Lakes Demand by Category

14.0

0.4

15

2.7

2014

Bcf/d

16.2

0.7

3.8

2.4

2025

1. “Other” includes vehicle demand, pipeline fuel, and lease & plant fuel
Source: DTE analysis; news releases

Region Natural Gas Outlook

Wisconsin

We Energies is in the process of converting its
280-MW Valley Power Plant from coal to natural
gas

Indiana

Indianapolis Power & Light has filed with state
regulators to build a 550 — 725 MW combined
cycle plant and to refuel three units of a 1,200
MW facility with natural gas

Michigan

Natural gas should be the primary beneficiary
(along with renewables) of ~6,000MW in new
generation expected by DTE and CMS by 2025

Ontario

2013 long-term energy plan calls for incremental
increase in natural gas-fired generation, from
~17 TWhin 2014 to ~19 TWh in 2025 (~12%
increase)

Ohio

Plans are underway to construct at least three
gas-fired generation facilities, totaling nearly
2,000 MW in incremental capacity

lllinois

In August, NRG announced its intention to
convert its 1,300-MW Joliet facility from coal to
natural gas




Coal plant retirements will lead to incremental gas % DTE Energy

demand

Both DTE Electric and Consumers Energy
have announced plans to retire coal-fired
generating capacity in Michigan

» Plant modernization and energy policy drive
fleet transformation

» 3.6 GW of coal-fired capacity is slated for
retirement beginning in 2016

» Gas and renewable capacity will replace coal
» CMS has acquired the Jackson plant

» DTE Electric has issued a RFP to purchase,
own and operate a gas plant

» Upto 1.0 Bcf/d of incremental gas demand
by 2025

Source: DTE Energy AGA Financial Forum Presentation (May 18-20, 2014); CMS Energy Investor Presentation (May 8-14, 2014)



The NEXUS path will position it close to LDCs, ‘—% DTE Energy-

demand centers and storage fields in northern Ohio

NEXUS and Key Ohio LDCs 2012 Ohio Gas Demand by Entity
2.3 Bcf/ in Total

Dominion
East Ohio

Toledo
Cleveland

/
0.7 Bcf/d
(31%)

Other (1.0 Bef/d
(42%)

0.6 Bcf/d
(27%)

Columbus )
|: : Columbia
Dayton Gas Ohio

» Combined, Dominion East Ohio and Columbia Gas Ohio
comprise nearly 60% of Ohio’s natural gas demand

» NEXUS’ proposed greenfield route gives it advantaged access
to key demand centers, most notably Akron, Cleveland, and
Toledo

I:I Columbia Gas Ohio

I:I Dominion East Ohio

» Both Dominion and Columbia operate working storage in
close proximity to the NEXUS path in northern Ohio

= =™ Potential NEXUS Market Laterals
A Storage Field

Source: SNL; EIA Form 176



Michigan and Ontario gas market overview

Distribution Customers 1.2 Million 1.7 Million 1.9 Million 1.4 Million
Distribution Main 19,000 miles 27,000 miles 21,000 miles 39,000 miles Total Of:
Annual Throughput -Distribution 278 Bcf 233 Bcf 400 Bcf 500 Bcf > f
6.2 million
- issi B 119B B
Annual Throughput - Transmission 546 Bcf 9 Bcf NA 835 Bcf customers
Working Storage 230 Bcf* 143 Bcf 100 Bcf 160 Bcf
» 1.4 Tcf of annual
distribution
throughput
» 1.5 Tcf of annual
transmission
throughput
DTE Gas
» 920 Bcf of working
CMS sto rage

Note: DTE working storage includes 139 Bcf for DTE Gas plus 91 Bcf for Washington 10. Total Michigan and Ontario working storage capacity of 920 Bcf
includes DTE, CMS, ANR, Bluewater, Enbridge, and Union Gas



Michigan is a gateway to other North American

markets through interstate transmission to Ontario,
Chicago and Wisconsin

DTE Gas Company

e 11t Jargest U.S. gas utility

e 1.2 million utility customers

e Purchases approximately 120 Bcf of gas annually
* 900 Bcf of annual throughput

* 2,400 miles of transmission pipeline

e 230 Bcf of working storage capacity

=1 Service
=1 Area

Vector Pipeline — DTE 40% Interest
e 348 miles —36”/42" Pipeline

e 1.3 Bcfd of capacity

¢ Chicago, IL to Dawn, ON

WASHINGTON
WASHINGTON 28

MBUS
LUMBUS

DTE Gas is connected to multiple interstate pipelines

providing market access throughout North America
Great Lakes (Canada)

— Cbawn, Ontario « ANR (Midcontinent, Gulf, Chicago, Wisconsin)

_BELLE RIVER MIL| « PEPL/Trunkline (Midcontinent, Gulf, Rockies)

Union/TCPL (Canada)

Vector (Chicago, Michigan, Dawn)

CMS (Michigan LDC Markets)

/

. | DTE Gas Storage Field




Eastern Canada gas market

Served by Union Gas, Enbridge and Gaz Metro

» Ontario consumes > 1.0 Tcf
annually

» Forecasting unprecedented
growth in power, industrial &
mining

» Utilities transport over 1.4
Tcf/y of natural gas

» Serving more than 3.6
million retail and industrial
customers and natural gas
fired power plants

> Yet — Gas flows into Ontario
are declining!




Growing Demand at Dawn

Power Generation

» Over 0.6 Bcf/d of
actual gas demand for
power generation
East of Dawn

» Potential for
additional 0.5 Bcf/d
gas demand due to
Ontario’s nuclear
refurbishment
program

» Power purchase
agreements use
Dawn as their price
point

Natural gas will remain a base component of Ontario’s power generation mix L

’




Growing Demand at Dawn
Confirmed Expansion Projects

» Union Gas Projects
e Brantford-Kirkwall Loop
e Parkway D Compressor
e Parkway West

» Enbridge Project
e Enbridge GTA Project

» TCPL Expansion Project

1.4 Bcf/d of incremental demand pull from Dawn by 2017




The Shale Age
Western Canadian Supply Decline

MERCB:z i,

Since 2003 Empress exports have fallen roughly 3.5 Bcf/d
E—— By 2021 only 2 Bcf/d will be available for export J_




Pipeline repurposing projects will take capacity out t’% DTE Energy’
of the Great Lakes region markets

» Trunkline has announced it will
repurpose one of its gas pipelines
to oil, reducing capacity by 0.6
Bcf/d in 2015

» TCPL has announced the
repurposing of a portion of its
mainline from gas to oil, reducing
capacity by 1.3 Bcf/d in 2018

» LDC’s need to replace declining
Western Canadian and Gulf Coast
supplies




Michigan and Ontario combined working storage

capacity is 920 Bcf

Tecumseh Storage
Full suite of customizable services: 100 Bcf

e Peak and off-peak storage

' shortterm
660 Bcf

* Long term storage

e High deliverability storage

* Customizable loan and park services

e Balancing services

 Wheeling and Optimization

opportunities Dawn Storage
160 Bcf

Markets rely on storage supply during the coldest days of the winter and storage injection
requirements create summer demand




A growing need for new supply is evolving in the
Michigan and Ontario markets

. DTE Energy-

Bcf/d Cumulative Incremental Supply Requirements

6.0

5.0

e
e

e
e

R

4.0

,,,,,,,,,,,,,,,,,,,

3.0

S
REREEERRE,

2.0

1.0

0.0 — I .

2014 2015

2017

2016

2018

2019 2020 2025

mR/C/I Demand m Electricity Demand B Coal Retirements

B Nuclear Refurbishment ® Trunkline Repurposing # TCPL Repurposing

NEXUS serves 1.5 Bcf/d of the incremental supply requirements in 2018

Key Drivers of Changing Requirements

» Ultility load growth in residential,
commercial and industrial sectors of
approximately 1% per year (1)

» 1% annual organic growth for electricity as
economy expands; gas is expected to
capture half of the growth (1)

> 3,600 MW of announced coal retirements
in Michigan power generation fleet (2)

» Additional 0.5 Bcf/d of gas demand due to
Ontario’s announced nuclear refurbishment
program (3)

» Repurposing of Trunkline (0.6 Bcf/d in
2015) and TCPL (1.3 Bcf/d in 2018) gas
systems to oil (4)

» This chart does not factor in future
expected supply reductions out of Western
Canada

NEXUS 1.5 Bcf/d in-service November 2017

-

Source: (1) DTE Internal analysis; (2) Public announcements from DTE Electric and Consumers Energy; (3) Ontario Power Generation and Bruce Power public

announcements; (4) Public announcements and regulatory filings by Trunkline and TCPL




Dawn and MichCon city gate markets provide higher f% DTE Energy
netbacks than Gulf Coast or Appalachia i

2016-2031 Netback Analysis (S/MMBtu)

Henry Dom-South Dawn MichCon

Hub Point
Gas Price* $6.55 $5.85 $6.83 $6.63
Implied Basis To Henry Hub - $(0.70) $0.28 $0.08
Gulf Coast Market Basis $(0.05) - -
NEXUS Transport To Dawn - - $(0.80) $(0.67)
Other Pipeline Transport ** $(0.75) $(0.30) - -

Netback To Appalachia Producer $5.75 $5.55 $6.03 $5.96

Dawn Market Premium $0.28 $0.48 -
MichCon Market Premium to HH $0.21
MichCon Market Premium to Dom S $0.41

* Gas prices as forecasted by Wood Mackenzie
** Transport midpoint used — Other Pipelines 50.55-1.00, Dom South Pt 50.20-0.40

NEXUS will provide a competitive alternative to serve both market growth and =
displace supply from higher cost basins



The Case for NEXUS

NEXUS Project - Joint Ownership between Spectra Energy (TETCO) and DTE Energy
* Project driven by Market and Producer interest
e Ties low-cost supply basins with premium and growing Market areas experiencing shrinking supply

> Market

*  Michigan - 3 Bcf/d average with winter peak 7.5 Bcf/d
» DTE Energy — Gas/Electric Utilities serving 2.1 million customers in Ml
* Consumers Energy — Gas Utility and Power Generator serving 2.5 million customers all 68 Lower Peninsula Ml counties
* Michigan ranks #1 in U.S. with 660 Bcf of working storage capacity
* Ontario — decrease in conventional western production and increase in western demand
e Dawn Hub — 260 Bcf storage facility serving central Canada, Great Lakes, and Northeast
e Union Gas — 2" largest Canadian utility serving 1.4 million customers in Ontario
* Over 2 Bcf/d of incremental demand at Dawn expected through 2020
e Chicago — access to Chicago and Dawn via Vector pipeline

» Supply/Demand — considerable decline in conventional supply and increase in demand growth
e Trunkline and TCPL pipeline repurposing will take 1.9 Bcf/d of natural gas transmission capacity out of the market
* Western Canadian conventional supplies on the decline and as local western demand increases less supply is available
to Great Lakes region
* Coal to Gas Power Conversion — DTE Energy and Consumers Energy are converting 3.6 GW of coal-fired power
generation to gas creating additional demand of up to 1 Bcf/d
e Ontario Nuclear Refurbishment Program — Potential incremental gas demand of 0.5 Bcf/d



Moving Appalachia Shale to Michigan and Ontario Markets




NEXUS Gas Transmission

Bringing New Supplies to Market

November 2012
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Overview of NEXUS Gas Transmission

New pipeline to connect Utica and Marcellus
supply in Ohio to U.S. Midwest and Dawn
markets

Strong development partners - DTE Energy,
Enbridge and Spectra

250 mile, large diameter pipeline delivering
at least 1 Bcf/d

In service by November 2016

Uses existing infrastructure and utility
corridors

Firm path to Ohio, Michigan and Ontario
markets

Interest in firm capacity to anchor the project




NEXUS Gas Transmission - Details

Supply Access
» Central Receipt Point (CRP) in Northeastern Ohio (TBD)

* Interconnect with Tennessee Gas Pipeline

» Potentially multiple laterals from processing plants or gathering
systems to the CRP, priced separately

Market Access

» Two delivery zones

* Michigan Zone includes MichCon, Consumers and Vector

» Ontario Zone includes Tecumseh Storage and the Dawn Hub
* Access to in-path power and LDC markets in Ohio

» Possible interconnects with pipeline network in Ohio - Tennessee, East
Ohio, Dominion, TCO, Panhandle, ANR

Pipeline Details
» 250 miles from CRP to Michigan Delivery Zone;

» All of this is new build, primarily in existing utility corridors
» 367, high pressure pipeline (1200# - 1440# MAOP)
» 330 miles from CRP to Ontario Delivery Zone,
» Last 80 miles is primarily expansion of existing facilities
* No new international river crossing required

* In service as early as November 2016

CONFIDENTIAL
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The Northeast US Appalachian Basin, with its
Marcellus and Utica Shales, has the largest natural gas
resource base of any US shale basin

US Shale Basins and their Natural Gas Resource Base (Tcf)?

Appalachian
Basin
156 Tcf
27
11 Tcf
Other US 66 Tcf
shale basins
163 Tcf 59 Tcf

1. Unproved technically recoverable resources
Source: PacWest Consulting, EIA, DTE Analysis



The Ohio Utica contains dry gas, wet gas and
oil windows

il
O Wet gas

Dry
gas

Source: Ohio Geological Survey 4/2/12



A bottoms-up estimate of Utica’s resource potential
across three windows suggests recoverable reserves
of ~91 Tcf gas, ~4.1 B bbl NGLs, and ~5.7 B bbl oil

Total reserves = acreage' * wells per acre? * success factor3 * EUR per well

Gas reserves (Tcf) NGL reserves (B bbl) Oil reserves (B bbl)
69 91 4.5 5.7
CIwv
Bl PA
[ oH

14

Wet Oil Dry /LC Total gas Wet Dry/LC Total Wet 0]] Total ol
window window window window window NGLs window window

PN

By window, from Ohio Geographic Survey, adjusted by population density. Only includes prospective area and excludes federal lands

Assumed 160 wells/acre based on current spacing 8
Higher where wells currently in production; lower the further away from existing production

Varies based on actual results by county



Chesapeake, Chevron, Range, and other leading
natural gas producers have acquired substantial
acreage positions in the Ohio Utica

Utica Acreage by Producer (thousands of acres)

1,360

5 6 & 8 2 § @ £ ¢ & 3 g 5 8 R
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Source: Bentek Energy, Unconventional Gas Center, Company presentations



Utica is a key target of producer investment in liquids
rich plays, and has seen dramatic growth in rig count

and drilling activity

Utica Rig Count

30 1
25 A Other Counties
+ 14 rigs Jefferson, OH
20 + 178% Beaver, PA
Lawrence, PA
15 \Noble, OH
\Belmont, OH
10 Harrison, OH
Coluimbiana, OH
5
Carroll, OH
0
Feb- May- Aug- Nov- Feb- May- Aug-
2011 2011 2011 2011 2012 2012 2012

Utica Well and Drilling Activity

Cumulative
Utica wells

500 -

400 - <> <€+—405 permitted
L 4

300 A :

200 A
<> <—137 drilled /drilling
100 -

<> <—34 producing

Nov-
2011

Pre
May-
2011

Aug-
2011

Feb- May- Aug-
2012 2012 2012

= Cumulative wells drilled / drilling

== == Cumulative wells permitted

Source: Baker Hughes, Ohio Department of Natural Resources September 30, 2012, DTE analysis
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Natural gas from the Utica Shale is among the lowest
cost supplies available

Breakeven Cost of Supply' ($/MMBtu)

<2.0 <2.0
Associated Utica SW Eagle Ford  Granite NE Barnett
gas (from Marcellus Wash Marcellus
oil plays)

Fayetteville Haynesville

1. 2015 breakeven cost of new supply at after-tax 10% IRR
Source: Wood Mackenzie, DTE Energy analysis
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Combined Marcellus and Utica production may reach
14 Bcf per day by 2016, requiring new transportation
options to new markets

Projected Marcellus and Utica Shale Production

(Bcf per day)
27.2 Total
. 25.1 - . i .
7.3 Bef per day growth from 2012 to 2016: » Significant growth in Appalachia basin
Conventional = (0.8) Bcf per day . .. .
Utica = 3.7 Bef per day 21.7 8.9 Utica will require incremental export capacity
Marcellus = 4.4 Bcf per day to new markets

15.7 » Traditional Northeast markets will
113 13.5 become saturated (Northeast US load ~
Current 9.3 1 3 Marcellus 9.5 Bcf per day)
Northeast EEEEEEEERNEEERER ] aEEn
Load
l ' I » Producers seeking new market options
25 22 : 9 2

2 9 Conventional

2012 2013 2014 2015 2016 2020 2025 2030

Source: Wood Mackenzie, CERA, DTE analysis. Northeast US includes Mid-Atlantic and New England census regions. 1 2
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Michigan and Ontario are some of the most liquid

trading locations in North America

NEXUS Gas Transmission gives producers access to the Michigan and Ontario markets

* Average Daily Demand of over 6 Bcf

+ Significant summer demand because of storage injections — 660 Bcf Michigan, 276 Bcf Ontario

Liquidity gives producers flow assurance

* Producers desire multiple buyers; Markets desire multiple sellers
* MichCon, Consumers and Dawn Hub are published trading points in Gas Daily and traded on Intercontinental Exchange (ICE)

» Average daily index trades - 0.5 Bcfd at MichCon, 0.2 Bcfd at Consumers, 1.1 Bcfd at Dawn Hub
+ By comparison, 0.7 Bcfd trades at Dominion South Point and 0.7 Bcfd trades at Henry Hub

Markets in Michigan and Ontario have expressed significant interest in index based supply

Average Daily Demand (Bcfd)

2009 2010 2011 2012

®m Michigan = Ontario

2.0
1.5
1.0
0.5
0.0

Average Daily Index Trades (Bcfd)

2009 2010 2011 2012

® MichCon Consumers Dawn

Source: Platt’'s Gas Daily; DTE analysis; 2012 data through August 23
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North American Gas Supply Changes
Supply changes create challenges & opportunities

Western
CEIIGIQ'.G
Decline

Niccentinent % k
Culi’ Coast

Oi:i‘shgl'e
Culi

Decline

R 77

Wigreellus/
Ulice
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Declining Canadian Supplies and TCPL Deliveries is
increasing demand for alternate supplies at Dawn

 Alberta production is declining and demand is increasing * Flows from Alberta into TCPL have declined significantly,
- By 2016, only 3.0 Bcf/d available for export from Alberta reducing available supplies to the Midwest and Eastern Canada
3.0 Bef/d
6.5 Bcf/d available = available
for export for export

+ TCPL Eastern Zone tolls have increased significantly, making it the most expensive source of
supply for Eastern Canada and Northeast US

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

TCPL Eastern Tolls $1.15 $1.19 $1.19 $1.07 $0.94 $1.03 $1.40 $1.19 $1.64 $2.24
CDN $/GJ

Source: GazMetro LDC Forum/IGUA Presentation Nov 2011
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Changing flows from Michigan into Ontario
GLGT | - Vector 1; All other interconnections 1

Daily Average Exports from Michigan to Ontario . Approximately 2.2 Bcf/d flows from

2,500,000 Michigan to Dawn
+7.6% CAGR
+125,000 Dth/d per year
g ~000.000 « Since 2007, this has been growing by
a 125,000 Dth/d on average each year,
£ 1,500,000 - equating to a 7.6% compounded annual
3 growth rate
E 1,000,000
g « Deliveries from Western Canada to
< 500,000 Ontario are declining and forecasted to
-7.5% CAGR continue that trend
0 T T T T T
2007 2008 2009 2010 2011 2012 * A new pipeline from Oh|0 has the
u Bluewater Gas Storage LLC B Great Lakes Gas Transmission Ltd = Michigan Consolidated Gas Co opportunity to serve a large portion of
B Panhandle Eastern Pipe Line Co | Vector Pipeline LP this market

There is significant and growing demand for supply in Michigan and Ontario

17



Agenda

Project Introduction
Utica and Marcellus Gas Supply

Michigan and Ontario Markets

Conclusions

18



NEXUS Gas Transmission links abundant supplies in
Utica and Marcellus to nearby large, liquid markets

Recap of Key Points

* The Northeast US has abundant shale
resources

» Utica has some of the lowest cost gas supply
in the country

* Producers are invested heavily in liquids-rich
plays, including Utica, where rig count and
drilling activity has increased at a fast pace

* Northeast production is projected to grow
substantially in the next few years

NEXUS Gas Transmission can move the
abundant low-cost Northeast gas to the large
demand centers in Ohio, Michigan, and
Ontario

19



NEXUS Recommendations for buyers of gas at Dawn

« All markets that currently buy gas at Dawn have a vested interest in helping to ensure
robust diverse supplies arrive at Dawn to preserve the long term health of the Dawn
market

« Current buyers at Dawn should reach back to Ohio, via NEXUS, for a portion of their
Dawn requirements

» A netback type of arrangement can be structured to provide access to supplies that
lands gas at Dawn and other markets along the path at competitive prices

» Remainder of portfolio at Dawn will enjoy the benefits of improved supplies being able
to reach Dawn

« The Nexus Pipeline is an important pathway to help ensure continued supply reaches
Dawn in the near term and well into the future
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NEXUS Open Season

Open season running from October 15 — November 30, 2012
» Better define starting point of project
» Define market preference for deliveries
» Refine pipeline route based on shipper receipt and delivery point interest
» Refine project cost and rate based on shipper commitments
Defined anchor shipper criteria:
« =150 Mdth/d volume commitment
« =15 year contract term
Market development team actively meeting with potential shippers during open season

Open season available at nexusgastransmission.com
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Contact Information

Mark Bering

Director, Marketing & Optimization
DTE Gas Storage and Pipelines
(313) 235-6531
beringm@dteenergy.com

David Slater

Senior Vice-President

DTE Gas Storage and Pipelines
(313) 235-0408
slaterd@dteenergy.com

Bob Riga

General Manager, Business Development
Spectra Energy

(617) 560-1436
rgriga@spectraenergy.com

Bobby Huffman

Project Director, Business Development
Spectra Energy

(713) 627-5259
rihuffman@spectraenergy.com

Rene Dartez

Director, Business Development
Enbridge Inc.

(713) 821-2004
rene.dartez@enbridge.com

John Potter

Project Analyst, Business Development
Enbridge Inc.

(713) 353-5655
john.potter@enbridge.com
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NEXUS Partners Overview
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DTE Energy is an Integrated Energy Company

Strong, Stable and

Growing Utilities

Complementary Non-Utility
Businesses

~80% of DTE Energy’s Earnings

Detroit Edison

« 10t largest U.S. electric utility

* 11,000 GW of power generation
capacity (82% coal and nuclear)

* 2.1 million distribution customers
in Southeast Michigan

MichCon

11th largest U.S. gas utility

139 Bcf of working gas storage
capacity; purchases 120 — 150
Bcf of gas annually

* 1.2 million distribution customers
in Southeast Michigan

900 Bcf annual throughput

~20% of DTE Energy’s Earnings
Gas Storage & Pipelines
» Transports and stores natural gas
* 91 Bcf of gas storage; 538 miles of
pipeline
» Washington 10 Storage Corp. (100%)
» Vector Pipeline (40%)
* Millennium Pipeline (26.25%)
* MichCon Pipeline Company (100%)
* Bluestone Gathering Company (100%)

Unconventional Gas Production
» Western Barnett Shale Production

— 67,000 net acres; 489 Bcf of reserves

— 180 gross producing wells

Power & Industrial Projects
* Owns and operates energy assets
— Industrial / utility solid fuels
— Utility services and renewable energy

Energy Trading
» Transports gas on more than 60 pipelines
* Asset management and sales to major utilities

* Producer services, including risk management
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Spectra’s Diverse Portfolio of Assets

2011 Pipeline Throughput:
Transmission Pipe:
Storage Capacity:
Gathering Pipe:

SE Gas Processing Capacity:
DCP 4Q11 G&P:

DCP 4Q11 NGLs produced:
Distribution Pipe:

Retail Customers:

4.2 Tcf
19,300 mi
300+ Bcf
64,800 mi
3.3 Bcf/d
6.3 TBtu/d
406 MBbl/d
39,000 mi
1.4 million

> Gas storage facility
Gas processing plant

Propane terminal

©  NGL Storage

Shale gas formations
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Enbridge Strategic Position
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MichCon, Union and Enbridge Market Overview

MichCon Enbridge Union Gas
Distribution Customers 1.2 Million 1.9 Million 1.4 Million
Distribution Main 19,000 miles 21,000 miles 39,000 miles
NIUEL UIBeaatie 278 Bef 400 Bcf 500 Bf
Distribution
NTALZEL Un@aatie 546 Bcf NA 835 Bf
Transmission
Working Storage 139 Bcf 111 Bcf 157 Bcf

Total of:

* 4.5 million customers

* 1.2 Tcf of annual distribution
throughput

* 1.4 Tcf of annual
transmission throughput

* 407 Bcf of working storage
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NEXUS.
NEXUS in the “News”

“Federal agency wants NEXUS pipeline company
to investigate alternative route, bypassing
Green, other populated areas”

Akron Beacon Journal; Mar 27, 2015

“Arthur Diestel, spokesman for Spectra, said the
company plans to file for the FERC certificate early
next year (2015) and obtain it by the end of 2015.”

Medina Gazette; Oct 1, 2014

“Construction Labor Preference: Non-Union”

PEC Report on NEXUS; Mar 16, 2015



Project Scope

Bringing Marcellus & Utica gas to LDCs, power generators &
industrial users in Ohio, Michigan, Chicago and Ontario

Project Scope:

* Spectra Energy and DTE Energy are lead
developers

 Capacity: 1.5 Bcf/d
* Estimated CapEx: ~S2B

Vector * In-Service: November 1, 2017
Customers:

* LDCs and Marcellus & Utica producers
such as CNX, Noble and Chesapeake

Facilities:
* ~250 miles, 36-inch greenfield pipeline
* 4 compressor and meter stations



Project Fundamentals Supported by NEXUS.

Changing Supply/Demand Dynamics
N (T L » 4+ salance Factors

\ - Enbridge .« Traditional supply sources
( ' Service Territory declining (Western
/ Ontario Market Canada and Gulf Coast)
Union Gas Toronto e Dramatic and continued

increase in SW Marcellus
and Utica production
(~23+ Bcf/d by 2025)

* Regional pipeline

[ ( ) % Service Territory

\ / \Enbridge
= [ecumseh
ME Gas e g?oraqe

|y |

Utica . :
Storage. JEEES Shale conversions to oil
o 9 g Union Gagl reducing natural gas
Mich i S . .
Market 07, L" Poawn Stjfage pipeline capacity serving
4 < 5 . .
’ Gaeind - * By 2018 the Michigan and
‘ Oaeeidl Ontario markets will
[ S e e TS Texas Eastem experience ~3.5 Bcf/d of

[y <
o =
SEECSE-—s,
e,

Chicago O\ A
— NEXUS greenfield pipeline N EXU S

incremental demand
requirements, increasing

Kensington Plant
b

. . to 5 Bcf/d in 2025 driven
Capa?ty Gas Transmission by coal to gas
S i i
Supply |dncreases , 1cp / Beme Najorsvile conversions, nuclear
upply decreases _ / refurbishments and

Clarington ) >
. . industrial growth
Strategic Rationale

* Key greenfield path connecting major US supply with Michigan and Eastern US/ Canadian markets
* Connects Spectra Energy’s Texas Eastern Pipeline to the Union Gas Dawn Hub in Ontario



NEXUS.

GAS TRANSMISSION

NEXUS Project Schedule
NEXUS Timeline

Key Milestones Achieved to Date:

* Held 9 voluntary informational sessions in OH and Ml in October 2014

FERC accepted project use of pre-filing process in January 2015

Submitted first drafts of Resource Reports 1 & 10 (Purpose and Need and Alternatives) in January 2015

Held 10 Open Houses in OH and Ml in February 2015

Scoping period underway through May 22 with 6 scoping meetings scheduled over next 2 weeks

Anticipate filing next drafts of Resource Reports in June 2015 and full 7C application in November 2015



Local Economic Development Opportunities

* NEXUS will provide low-cost, safe and reliable energy for Ohio,
Michigan and Ontario consumers

* NEXUS is working with customers along the proposed route to
provide access to clean, domestically abundant natural gas

= Industrial parks
= Manufacturers
= Local distribution companies

= Any other large user of natural gas

* NEXUS is engaging communities in an effort to support local
economic development opportunities

NEXUS will be backbone for growth
in the region for decades to come



NEXUS and Dawn Advantages

NEXUS.

GAS TRANSMISSION

Combined Opportunities

Connects growing supply
with growing markets

* Connections to TETLP and TGP
provide North and South
production access and flexibility
(Utica & SW Marcellus)

* Serves growing markets in
Michigan and Ontario driven by
conversions and industrial growth

* Prolific, competitively priced
“local” supply replaces declining
flows from traditional supply areas
(Western Canada and Gulf Coast)

Flexible service to
liquid markets

* Path provides secondary in-path
access to DTE Gas and DTE Electric
load centers, MichCon trading hub,
DTE storage, Consumers Energy,
Vector, ANR Pipeline and the Dawn
Hub

* Projects for increasing the
takeaway capacity at Dawn

De-risking Route

* One third of route utilizes existing
infrastructure and no new
international border crossing or
permits required; greenfield route
is 85% co-located in utility
corridors or is in agricultural areas

Leveraging existing infrastructure minimizes environmental impacts
and provides greater commercial flexibility
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Utica Supply

Eastern Ohio supplies are positioned
to serve Midwest & Canadian markets

WIARPCELLUS

P, Ny

1+ Bcf/ d

Current Estimate

2030 Avg Estimate
N

R N W A U1 O N
T N R R N N |

o

2011 2014 2017 2020 2023 2026 2029

Source: ODNR Source: Various consultants

Growth from a position of strength NEXUS Gas Transmission |



Spect@

Ener
Marcellus Supply e

Pennsylvania supplies are positioned to serve Midwest &
Northeast markets

Marcellus Est. Production Volumes (8cf/d)

MARCELLUS

Source: Various Consultants

i 0 Tt
w 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030
: —~ \.\ﬂ 1 Marcellus Pennsylvania Split (8cf/d)
. éf#‘ﬂ { 25 -
‘ 15-16 Bcf/d 20 - :

Current Estimate * s | Sl S IV

NE Pennsylvania

o 4 | 10 i i
27 B\é@i’/d } | i
UTICA 2030 Avg Estimate |
N

o+—+——7 7+ T T 7T 7T T T T T T T T T

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030
Source: Wood Mackenzie’s North America Gas Service — 1H2014

Growth from a position of strength NEXUS Gas Transmission |



Michigan & Ontario
Supply/Demand Balance

Michigan and Ontario Supply/Demand Balance Balance Factors

3.0 * Michigan + Ontario
demand is expected to
increase by 1 Bcf/d

~ by 2018
0.5 Bcf/d y
2.0 ~ TaTe * Trunkline capacit
Gap remainder pacity
P will be reduced by
o $ 0.6 Bcf/d in 2016
- -
B -- " * The demand growth

e

1.0 7= / and capacity

/ reductions create a

/ / NEXUS in-service November 2017 3 Bcf/d gap in 2018

0.0 e NEXUS fills 1.5 Bcf/d
Wkline repurposing of the gap

2013 2014 2015 2016 2017 2018 2019 2020 2025 2030 2035

(1.0)

Demand Supply = = Gap =—NEXUS

Growth from a position of strength NEXUS Gas Transmission



Michigan & Ontario
Incremental Demand Requirements

Cumulative Incremental Demand Requirements Key Drivers of Changing Demand

4.0 * Utility load growth in residential,
commercial and industrial sectors of
approximately 1% per year

* 1% annual organic growth for
electricity as economy expands; gas
is expected to capture half of the
growth

e 3,600 MW of announced coal
retirements in Michigan power
generation fleet

e Additional 0.5 Bcf/d of gas demand
due to Ontario’s announced nuclear
refurbishment program

3.0

Bcf/d
N
o

1.0

* Repurposing of Trunkline (0.6 Bcf/d
in 2016) gas systems to oil
[ ]

0.0 = Bl * This chart does not factor in future

expected supply reductions out of

2014 2015 2016 2018 2019 2020 2025 Western Canada
= R/C/I Demand m Electricity Demand m Coal Retirements
® Nuclear Refurbishment  m Trunkline Repurposing NEXUS serves 1.5 Bcf/d of incremental
_ , demand requirements in 2018
e NEXUS 1.5 Bcf/d in-service November 2017

Growth from a position of strength NEXUS Gas Transmission |






NEXUS Gas Transmission
Timeline & Challenges

Project Risks

Challenges

Mitigation

Regulatory * Compressed FERC schedule
* Land acquisition values JR , . -
ROW * Potential for greater reliance on eminent 75% of route s co-located in existing

domain

utility corridors

Environmental

Clearing window (significant schedule impact)
Compressed permit schedule
Connected projects

e Coordinated efforts with TETLP, DTE

and Vector

Capital Costs

Availability of construction contractors and pipe
mill space

* Make commitments earlier in the

schedule

Stakeholders

Actively engaged NGOs

* Engage stakeholders early in the process

EPCM

Utilizing new model for Spectra Energy

Growth from a position of strength

NEXUS Gas Transmission



NEXUS and Dawn Advantages

Combined opportunities

Connects growing supply
with growing markets

* Connections to TETLP and TGP
provide North and South
production access and flexibility
(Utica & SW Marcellus)

* By 2018 the Michigan and Ontario
markets will have an estimated 3.5
Bcf/d of incremental demand
requirements, increasing to 5 Bcf/d
in 2025 driven by coal to gas
conversion, nuclear refurbishments
and electricity demand growth
Demand growth, coupled with
declining flow from traditional
supply areas (Western Canada and
Gulf Coast) creates a need for new
supply

Access to growing supply basin in
close proximity to Ontario provides
competitively priced, diverse
supply for Ontario consumers

Growth from a position of strength

Flexible service to
liquid markets

* Path provides secondary in-path

access to DTE Gas and DTE Electric
load centers, MichCon trading hub,
DTE storage, Consumers Energy,
Vector, ANR Pipeline and the Dawn
Hub

* Projects for increasing the

takeaway capacity

De-risking Route

* One third of route utilizes existing
infrastructure and no new
international border crossing or
permits required; greenfield route
is 75% co-located in utility
corridors

NEXUS Gas Transmission



Moving Appalachia Shale to Michigan and Ontario Markets
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Wilson, Gaelyn

From: Riga, Robert G

Sent: July-28-14 1:12 PM

To: Isherwood, Mark; Shorts, Chris

Cc: Moore, Anne

Subject: Union NEXUS PA - execution version

Attachments: Union NEXUS PA (execution version).pdf; Union NEXUS PA (execution version).docx

Mark/Chris: Attached please find an execution version of the updated NEXUS/Union Gas Precedent Agreement. Please review
and if acceptable, please execute and return a pdf version of the document to me. In addition, please formally execute 3
originals and return to Anne Moore at the address below:

Anne Moore

Director, Business Development
Spectra Energy

5400 Westheimer Court
Houston, TX 77057

Let me know if you have any questions/comments. Note: the pdf version contains the agreement and all of the pertinent
attachments. Bob

BOB RIGA General Manager, BUSINESS DEVELOPMENT| SPECTRA ENERGY
0. 617.560.1436 | c.508.277.8753 | rgriga@spectraenergy.com

Follow us on Facebook, Twitter, and YouTube

Safety is Everyone's Responsibility

From: Hellman, Steven E

Sent: Monday, July 28, 2014 12:06 PM

To: Riga, Robert G; Young, Erika D; Moore, Anne
Subject: Union NEXUS PA - execution version

Team, attached is the execution version of the Union/NEXUS PA. I've included the word version too, although it does not have a
couple of the exhibits that are in pdf form only, but included it in case Union wants it for some reason.

STEVEN E. HELLMAN
ASSOCIATE GENERAL COUNSEL | SPECTRA ENERGY
0. 713.627.5215 | sehellman@SpectraEnergy.com

5400 Westheimer Court, Suite 9B 61 y
Houston, Texas 77056-5310 ¥

Follow us on Facebook, Twitter, and YouTube




Wilson, Gaelyn

From: Moore, Anne

Sent: April-30-15 3:26 PM

To: Shorts, Chris; Gillett, Jason
Cc: Hellman, Steven E
Subject: NEXUS CPs

Chris,

This notice is in regards to Section 7(a) of the Precedent Agreement dated August 11, 2014 (the “Precedent Agreement”) by and
among DTE Pipeline Company (“DTE”) and Spectra Energy Transmission, LLC (“Spectra”) (where DTE and Spectra are collectively
referred to as “Pipeline”), and Union Gas Limited (“Customer”) to contract for firm transportation service as part of the NEXUS
Gas Transmission Project (“Project”).

As you know, Pipeline and Customer are currently in the process of finalizing a Restated Precedent Agreement to amend and
replace the Precedent Agreement by, among other things, removing references to “Phase |I” of the Project and terms specific to
Phase |, including but not limited to the conditions precedent to Pipeline’s obligations set forth in Section 7(a)(ii) and 7(a)(iii),
which are no longer relevant to the Project. However, for the avoidance of doubt, Pipeline hereby provides notice to Customer
that Pipeline waives the conditions precedent in Section 7(a)(ii) and 7(a)(iii) of the Precedent Agreement.

Please acknowledge this notice by return email to the undersigned.

Thank you,

Anne Moore



Wilson, Gaelyn

From: Moore, Anne

Sent: May-28-15 10:27 AM

To: Gillett, Jason; Shorts, Chris

Subject: FW: NEXUS PA

Attachments: Nexus Signature Pages.pdf; Nexus Signature Pages2.pdf; Rate Breakdown Letter - Signed by Union.pdf
Importance: High

Fully executed signature pages attached.
Are we following up with originals?

Thanks,
Anne



Young, Erika D

From: Moore, Anne

Sent: Thursday, September 04, 2014 5:23 PM

To: Shorts, Chris

Cc: Riga, Robert G; David Slater; Young, Erika D
Subject: Updates

Chris,

As contemplated by Section 3 of the Precedent Agreement, this email constitutes our first quarterly update on the
NEXUS project progress as of September 1, 2014, and supplements our ongoing informal updates. On or about January
1, 2015, we’ll provide the next quarterly update of progress as of January 1, 2015. On August 21, 2014, the supplemental
open season closed and we are in the process of negotiating precedent agreements with shippers that expressed
interest in capacity. The project continues to anticipate a November 1, 2017 Service Commencement Date for Phase |I.
With respect to Phase |, as you know, it is currently anticipated that the structure will differ from that contemplated by
the Precedent Agreement. We continue to work to finalize a structure to provide Phase | service through existing
facilities that will not require new FERC or NEB certificate authority, which would likely eliminate the need for Phase |
FERC/NEB regulatory authorizations as contemplated by the Precedent Agreement.

Please let me know if you have any questions.
Thanks,

Anne






If you have any questions regarding the foregoing, please do not hesitate to contact the undersigned.

Sincerely,

NEXUS GAS TRANSMISSION (PIPELINE)

?,@LC@ O M e =g

Name: Erika D. Yo
Project Director
Spectra Energy Transmission, LLC
















If you have any questions regarding the foregoing, please do not hesitate to contact the undersigned.

Sincerely,
NEXUS GAS TRANSMISSION (PIPELINE)

WH/WTLM

Name: Anne Moore
Director
Spectra Energy Transmission, LLC













If you have any questions regarding the foregoing, please do not hesitate to contact the undersigned.

Sincerely,
NEXUS GAS TRANSMISSION (PIPELINE)

Tl D: /J&"W),-.
v @

Name: Erika D. Young
Project Director
Spectra Energy Transmission, LLC
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Attachment 3

. Union’s NEXUS Arrangement

Chris Shorts April 24/2015




NEXUS Gas Transmission Project O wiongas

Attracting New Supply to Dawn

=  New pipeline to connect Utica & Marcellus
supplies to U.S. Midwest, and Ontario markets

=  Strong development partners: DTE Energy and
Spectra Energy

=  250-mile (400 km) large diameter pipeline
delivering up to 1.5 PJ/d

u In-service November 2017

= Uses existing infrastructure and utility
corridors as much as possible

=  Firm path to Dawn Hub with interconnects to
major markets — MichCon, Consumers, Vector,
Tecumseh and Dawn

New pipeline infrastructure required to connect new supplies to
Eastern Canadian and US Midwest markets

Union Gas | 2



O wiongas

A Spectra Energy Company

Detail of NEXUS Path

Most NEXUS volumes will flow to Dawn, via DTE and Vector while
Union’s will flow on DTE (Michcon) to Union St Clair, to Dawn

Union Gas | 3



(/)] mlongas

The Need for NEXUS B

e Changing Supply Dynamics impacting Gas Flows
* Enhanced Liquidity and Security of Supply at Dawn
= Need to ensure robust deliveries continue to land at Dawn
= Changing Supply Dynamics are increasing demand for gas from Dawn

= Growth in Dawn Parkway takeaway capacity will put more pressure on
Dawn supplies

= Union customers wanting and gaining more access to Dawn supplies
= Parkway Obligation

= Union North to Dawn (Sales Service/Bundled DP and T-Service)

* Access to Fastest Growing Supply Basin in Close Proximity to
Ontario

= Prices very low and stable in the basin

= Competition taking these Appalachian supplies to other markets

Union Gas | 4



O wiongas

A Spectra Energy Company

NEXUS Precedent Agreement

= Union entered NEXUS non-binding Open Season in 2012
for a volume of 150,000 dth/d (anchor shipper status)

= Union executed a Precedent Agreement (PA) with the
NEXUS partners in 2014 and amended it in 2015

= Volume of 158,000 GJ/d

= Union’s Volumes will travel on NEXUS to the interconnect of
Union and DTE at St Clair River Crossing

= Volumes will utilize existing Union St Clair to Dawn capacity that
is already recovered from customers

= Path is used for S&T transport today that will be used for sales
service volumes in future

Union Gas | 5



(/)] mlongas

A Spectra Ene

NEXUS Precedent Agreement cont’d

= Rateis a negotiated fixed rate
= Rate of $.77 US/dth plus fuel (2-3% estimate) to St Clair interconnect

= Subject to +/- 15% capital cost adjustment (on greenfield portion only)

= Expected in service of Nov 1, 2017

= |f notified it will be after Nov 1, 2018, Union can terminate at no cost
(by Nov 1, 2015)

= NEXUS can terminate up to Oct 1, 2016 (economic viability, cost
overruns, shippers cancel)

= Contains a Most Favoured Nations clause

= Ensures Union can have same treatment as other similar shippers

= Several Conditions Precedents
= Union main one is OEB approval by Oct 1, 2015

Union Gas | 6



O wiongas

A Spectra Energy Company

Union vs Enbridge

e Both Union and Enbridge have signed Precedent Agreements

Volume GJ/d Status Delivery Point NEXUS Rate* Rate to Dawn*
Union 158,000 Anchor DTE/St Clair S.77 US/dth $.805 US/dth
Enbridge 116,000 Non Anchor DTE/Vector $.70 US/dth $.845 to $.95 US/dth

* Does not include fuel

Union Gas | 7



O wiongas

A Spectra Energy Company

Union OEB Filing

= Union will be filing for pre-approval of the cost consequences of the NEXUS
contract

=  Meets the Board Criteria
»  Supports significant new infrastructure to access to new supply basin (51.5 B)
»  Significant long term commitment by Union (15 years, 5700 M transport, >54.3 B commodity)

»  Union has filed twice before but been unsuccessful

=  Qutlines the benefits to Union’s direct customers as well as all of Ontario and
Quebec

=  Enhanced security of supply and liquidity at Dawn
= Access to lower and stable prices for natural gas in Marcellus/Utica
=  With more suppliers comes more competition
=  Will help to keep Ontario Energy prices competitive
= Expect to file with the Board by first week of May
= Need approval by Oct 1, 2015 (Condition Precedent)

Union Gas | 8



(/) tniongas
Sussex Report  Spocta B

* Hired Sussex Economic Advisors to review Union and Enbridge
participation in NEXUS

* Will be filed as an appendix within Application
e Conclusions

= The applications by the LDC’s meet the Boards Criteria

= The supply in Marcellus Utica is and will continue to be robust and
available

= There are multiple benefits to the LDC’s customers and Ontario in general
of the LDC’s supporting NEXUS

= The PA negotiated mitigates many of the potential risks of the project
(delays, cost overruns etc.)

Union Gas | 9



(/)] mlongas

A Spectra Ene

Supply Strategy

* Union has been very active with Spectra and the Supplier
community to promote the value of Dawn

e Continue to actively meet with Marcellus and Utica Suppliers
= Negotiating NAESB agreements
= Discussing possible supply and pricing alternatives

* Working on Request for Proposal (RFP) for Supply

Up to 50,000 GJ/d
= Contingent on NEXUS in service (ie Nov 1, 2017)

Open broad request to gauge interest
= Open to longer term, various indexes and pricing alternatives

= Will likely be a commitment in excess of $450 M

= Hope to issue by early May

Union Gas | 10



O wiongas

A Spectra Energy Company

Benefits of NEXUS to Dawn

= Allow Ontario customers direct access to large amounts of
competitively priced natural gas

= Access to new and growing supply basin in close proximity to
Ontario

" |ncrease security and diversity of supply

= Enhances liquidity of Dawn Hub for benefit of all Ontario
consumers

= Create opportunities for new suppliers to access Dawn

New sources of natural gas ensures competitive pricing and diversity
of supply for all of Ontario

Union Gas | 11
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EB-2015-0175

Exhibit B.T4.Union. TCPL.9

Page 1 of 3
UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, p. 4 of 54, Line 19
i) Application, Exhibit A, p. 11 of 54, Lines 10 - 11
iii) Application, Exhibit A, p. 41 of 54, Lines 1 -2

Preamble: In Reference 1), Union states that VVector volumes are declining.

In Reference ii), Union states that NEXUS capacity will “[r]eplace an Alliance
Pipelines contract that is expiring in the portfolio for Union South customers

[..]”

In Reference iii), Union discusses replacing TransCanada long-haul contracts with
NEXUS supply.

TransCanada seeks to fully understand Union’s supply situation.

a) Please provide the details of Union’s contracts on the Vector system, including delivery
points, volumes, and termination dates.

b) What are Union’s post-2017 plans for capacity it currently holds on Vector? Please explain.

c) Please provide the details of Union’s contracts on Alliance Pipeline, including volumes and
expiry dates.

d) Does Union plan to de-contract all Alliance volumes? What contracts and quantities will be
de-contracted before November 1, 2017, and what contracts and quantities will be de-
contracted post-November 1, 20177 Please explain.

e) Please provide the details of Union’s long-haul and short-haul contracts on TCPL, including
delivery points, volumes, and termination dates.

Response:

a) Union currently holds the following contracts with Vector:



Filed: 2015-08-25
EB-2015-0166/
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Exhibit B.T4.Union. TCPL.9

Page 2 of 3
Vector Contracts
Receipt Point Delivery Point Volume Expiry Date
(GJ/d)
Chicago Dawn 84,405 November 30, 2018
Chicago Dawn 85,460 November 30, 2015
Chicago Dawn 26,376 October 31, 2017

b) Union is not renewing the contract that expires November 30, 2015. Union anticipates that it
will continue hold at least 84,405 GJ/d or more of Vector capacity subject to future analysis

and negotiation.

¢) Union currently holds a contract with Alliance Pipelines for 84,405 GJ/d that expires

November 30, 2015.

d) Yes. Please see response at Exhibit B.T2.Union.FRPO.16.

e) Union’s current transportation services with TransCanada include:

Long Haul & Short Haul

Receipt Point Delivery Point Volume Expiry Date
(GJ/d)
Dawn Union CDA 68,000 October 31, 2017
Empress Union CDA 59,182 October 31, 2017
Empress Union CDA 8,145 December 31, 2017
Niagara Kirkwall 21,101 October 31, 2022
Empress Union NCDA 10,756 October 31, 2017
Empress Union EDA 59,101 October 31, 2022
Empress Union NDA 76,015 October 31, 2017
Empress Union WDA 39,880 October 31, 2017
Empress Union SSMDA 8,843 October 31, 2017
Empress Centrat MDA 4,522 October 31, 2017
Parkway Union EDA 35,000 October 31, 2022
Parkway Union CDA 16,000 October 31, 2017
Storage and Transportation Service (STS) - Withdrawals
Receipt Point Delivery Point Volume Expiry Date
(GJ/d)
Parkway Union NCDA 13,704 October 31, 2022
Parkway Union WDA 31,420 October 31, 2022
Dawn Union SSMDA 35,022 October 31, 2022
Parkway Union NDA 48,375 October 31, 2022
Parkway Union EDA 68,520 October 31, 2022
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Storage and Transportation Service (STS) - Injections

Receipt Point Delivery Point Volume Expiry Date
(GJ/d)
Union WDA Parkway 3,150 October 31, 2022
Union EDA Parkway 47,571 October 31, 2022
Union NDA Parkway 49,100 October 31, 2022
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UNION GAS LIMITED

Answer to Interrogatory from
TransCanada Pipelines Limited (“TCPL”)

Reference: i) Application, Exhibit A, p. 2 of 54, Lines 7 - 8
Preamble: TransCanada seeks to understand details associated with the NEXUS project.

a) Please confirm the initial proponents of the NEXUS project were DTE Energy, Enbridge Inc.,
and Spectra Energy Corp. Please provide the ownership stake of each proponent at that time.
If not confirmed, please identify all of the initial proponents and their ownership stakes.

b) Please list the proponents of the NEXUS project at the time Union bid into the NEXUS Open
Season. Please provide the ownership stake of each proponent at that time.

¢) Who are the current proponents of the NEXUS project? Please provide the ownership stake of
each proponent.

Response:

a) In the NEXUS Gas Transmission Open Season Brochure, running from October 15, 2012 to
November 20, 2012 the joint developers of the NEXUS project were referenced as DTE
Energy, Enbridge Inc. and Spectra Energy Corp. Each had an equal ownership interest.

b) Please see a) above.

c) As noted at Exhibit A, page 14, Spectra Energy Corp and DTE Energy are jointly developing
the NEXUS project. Each has a 50% ownership stake.
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