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UNITED BTATES OF AMERICA
DEPARTMENT OF ENERGY

BEFORE THE
OFFICE OF FOSSIL ENERGY [ 1in
WAy Doy 3g
National steel Corporation ) FE Docket No. 95 - NG
.. REC'onoeyee

APPLICATION OF NATIONAL STEEL CORPORATION
FOR AN ORDER AUTHORIZING THE LONG-TERM
IMPORT AND EXPORT OF NATURAL GAS
Pursuant to Section 3 of the Natural Gas Act ("NGA"),y
Department of Energy Delegation Order Nos. 0204-111 and 0204-
127,% and Office of Fossil Enerqy ("FE") regulations,¥ National
Steel Corporation ("National Steel") submits this application for
an order granting long-term authorization to import and export
natural gas from and to Canada. As described below, National
Steel requests authorization to import up to 500 Bcf of natural

gas from Canada, and to export up to 280 Bcf of natural gas to

Canada over a ten-year period.

I. IDENTITY OF THE APPLICANT
The exact legal name of the applicant is National Steel
Corporation. National Steel is a Delaware corporation with its
principle place of business at 4100 Edison Lakes Parkway,

Mishawaka, Indiana, 46545. National Steel also maintains places

¥ 185 y.s.c. § 717b.

2/ 49 Fed. Reg. 66%0 (February 22, 1984), 1 ERA 9§ 70,032 (1984);
54 Fed. Reg. 11437 (March 20, 1989), 1 FE § 70,051 (1989).

3 10 C.F.R. Part 590 (1995).




of business in Minnesota, Illinois, Indiana, Michigan, and

Pennsylvania. National Steel is 32 percent publicly owned, and
68 percent owned by NKK Corporation, a Japanese Corporation.
The names, titles, and mailing addresses of persons to whom
official correspondence concerning this application should be
addressed are:
Jon H. Rateau
Manager =~ Energy Strategies,
Strategic Sourcing
National Steel Corporation
4120 Edison Lakes Parkway
Mishawaka, IN 46545
and
William H. Penniman
Paul F. Forshay
Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
(202) 383-0100
National Steel previously received a two-year blanket
authorization to import natural gas from Canada by Opinion and
Order No. 251 of FE's predecessor, the Economic Regulatory
Administration ("ERA").% That order authorized natural gas
imports for exclusive use at the Great Lakes Division of National
Steel in Ecorse and River Rouge, Michigan utilizing new pipeline

facilities which were to be built between Canada and the U.S. at

the National Steel plant in Ecorse and River Rouge, Michigan.¥

4 see National Steel Corp., 1 ERA § 70,786 (1988) (DOE/ERA
Opinion and Order No. 251).

¥ National Steel has yet to import natural gas under that
authorization due to ongoing litigation concerning the new
facilities.




Although National Steel still hopes to build this pipeline, these

facilities have not yet been built.

National Steel also currently holds a two-year blanket
authorization to import and export natural gas from and to
Canada, using existing pipeline facilities, for use in National
Steel's various plants throughout the United States granted by

DOE/FE Order No. 734.Y

II. RELATED U.8. REGULATORY PROCEEDINGS
Neither this request for import/export authorization nor any
related Naticonal Steel filing is pending before any other part of
DOE, including the Federal Energy Regulatory Commission, or any

other federal agency or department.

III. THE PROPOSED IMPORT/EXPORT ACTIVITIES

National Steel contemplates importing natural gas for use in
existing facilities owned or operated by National Steel, its
affiliates or subsidiaries ("Natiocnal Steel Facilities"). Such
facilities include, among others: the Great Lakes Division in
Ecorse and River Rouge, Michigan; the Midwest Division in
Portage, Indiana; the Granite City Division in Granite City,
Illinois; and the National Steel Pellet Company in Hibbing and
Keewatin, Minnesota.

In addition, National Steel contemplates exporting natural

gas for injection into foreign storage locations for subsequent

¢ See National Steel Corp., 1 FE § 70,707 (1992) (DOE/FE Order
No. 734).




importation back to the United States. All contemplated imports

and exports of natural gas would be accomplished through
currently existing pipeline facilities and ultimately consumed in

National Steel Facilities.

IV. BSCOPE OF THE ACTIVITY

National Steel seeks authority to import up to 500 Bcf of
natural gas from Canada to the United States over a 10-year
period. National Steel further requests authorization to export
up to 280 Bef of natural gas from the United States to Canada
over a ten-year period. The ten-year term of the requested
authorization would commence on the date of first delivery under
the requested authorization, and would utilize existing pipeline
facilities.

Effective April 1, 1995 National Steel entered into a
comprehensive delivery service contract with St. Clair Pipeline
Ltd. ("SCPL") under which SCPL will receive from Canadian natural
gas producers volumes purchased by National Steel and redeliver
that gas to National Steel at the interconnection between the
facilities of Panhandle Eastern Pipeline Company and Union Gas,
Limited, near the international border. SCPL also will provide
storage and load balancing services in connection with these
volumes. The service will have an initial term of five (5)
years, with National Steel having an option to extend it for an
additional five (5) years. National Steel seeks the requested
ten-year authorization to ensure its ability to cbtain the
benefits of its contemplated Service Agreement with SCPL.
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The authorization requested by this application would

replace the short-term blanket authorization granted National
Steel by DOE/FE Order No. 734. The requested authorization would
be in addition to the project-specific short-term blanket
authorization granted National Steel by DOE/ERA Opinion and Order
No. 251 regarding National Steel's Great Lakes Division and the
proposed importation of natural gas from Canada via pipeline
facilities yet to be built between the Great Lakes Division and

Canada,

V. BOURCE AND SECURITY OF S8UPPLY

National Steel intends to obtain natural gas supplies from
both foreign and domestic suppliers. To date, National Steel has
executed a ten-year gas supply agreement with Direct Energy
Marketing, Ltd. of Toronto, Canada for a portion of its
anticipated natural gas requirements. However, National Steel
does not intend to rely on any one source of natural gas.
Maintaining a diversity of supply sources will provide National
Steel the flexibility to contract with several natural gas

suppliers while assuring the security of its supply.

VI. IDENTIFICATION OF PARTICIPANTS
At this time, National Steel anticipates that Direct Energy
will be a principal supplier of natural gas to National Steel
Facilities. 1In addition, transportation and storage services
will be provided primarily by TransCanada PipeLines Limited,

Union Gas Limited, and SCPL.




Due to the competitive dynamics of the natural gas market,

however, the identities of all National Steel suppliers,
transporters, and storage providers are not currently known. As
specific import and export transactions occur, the identities of

all participants will be reported on a quarterly basis to FE.

VII. TERM8 OF THE TRANSACTIONS

National Steel anticipates that it will execute a portfolio
of gas purchase agreements in connection with the utilization of
its requested 10-year import/export authorization. Those
purchase agreements will be for terms of up to 10 years, and the
prices specified in those agreements may be fixed, indexed to
market indicators, or some combination of the two. In all cases,
the purchase price will be competitive and achieved through arm's
length negotiations with National Steel's suppliers. All
material provisions of such agreements will be reported to FE on
a quarterly basis.

VIII. NEED FOR IMPORTED NATURAL GAS/
LACK OF NEED FOR EXPORTED NATURAL GAS

National Steel Facilities consume approximately 42 Bcf of
natural gas annually. The volumes to be imported under the
requested authorization are needed to satisfy National Steel's
significant ongoing demand for natural gas. Furthermore, access
to Canadian natural gas volumes is needed to assure National
Steel the requisite flexibility to meet its natural gas needs in

the most cost-efficient manner possible.




All natural gas exported by National Steel will be injected

into storage in Canada and subsequently imported back into the
United States for use at National Steel Facilities. Therefore,
the proposed exportation of the gas will not deplete the supply
of natural gas otherwise available on either a national or

regional basis.

IX. POTENTIAL ENVIRONMENTAL IMPACT
The proposed import and export transactions will not require
the construction of any new facilities. Consequently, granting
the requested authorization would not significantly affect the

environment.

X. THE STANDARD OF REVIEW
Section 3 of the NGA states that

the importation of natural gas . . . or the
exportation of natural gas to a nation with
which there is in effect a free trade
agreement requiring national treatment for
trade in natural gas, shall be deemed to be
consistent with the public interest, and
applications for such importation or
exportation shall be granted without
modification or delay.

15 U.S.C. § 717b(c). The United States and Canada are parties to
a free trade agreement of the type specified by NGA Section 3.V
Accordingly, the NGA requires FE to approve National Steel's
application for long-term import/export authority “without

modification or delay."

I/ see United States-Canada Free Trade Implementation Act, Pub.
L. No, 100-449, 102 Stat. 1851 (1988).
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XI. EXHIBITS

In support of its application, National Steel submits the

following exhibits:

Exhibit A - National Steel's Restated
Certificate of Incorporation

Exhibit B - Opinion of Counsel

Exhibit C -

National Steel/SCPL Comprehensive

Delivery Service Contract

National Steel will submit all completed contracts and/or

purchase agreements to FE within two weeks after the date of

first delivery under the requested authorization.

XII.

National Steel requests FE to issue
National Steel authority to import up to
from Canada, and to export up to 280 Bcf

Canada, over a 10-year period commencing

delivery under the requested authorization.

ACTION REQUESTED

an order granting

500 Bcf of natural gas
of natural gas to

on the date of first

National Steel

further requests authority to conduct the contemplated import and

export transactions at any point on the international border.

Respectfully submitted,

gilliam H. /Penniman

aul F. Forshay

Sutherland, Asbill & Brennan
1275 Pennsylvania Avewue, N.W
Washington, D.C. 20004

(202) 383-0100

August 14, 1995

8

It's Authorized Representatives




VERIFICATION

Paul F. Forshay, being first duly sworn, deposes and says
that he is the duly authorized representative of the applicant,
National Steel Corporation, and that the facts stated in this

application are true and correct to the best of his knowledge,

RLie,

PAul F. Forshay /

information and belief.

Subscribed and sworn to
before me, a Notary Public
of the District of Columbia,
this 14th day of August 1995.

Alpe > /CLJ\Z\

Notary Public

My Comm1531ong%ﬁ&iyes

OF COLUMBIA
Egigﬁg;zxp-IISGSQ
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EHXIBIT A

NATIONAL STEEL CORPORATION

RESTATED

CERTIFICATE OF INCORPORATION

Adopted ot the

ANNUAL MEETING OF STOCKHOLDERS
held

April 26, 1972



RESTATED
CERTIFICATE OF INCORPORATION
of

RATIONAL STEEL CORPORATION

NATIONAL STEEL CORPORATION, a Delaware corporation, which was
incorporated on November 7, 1929 and the original Certificate of
Incorporation of which was filed with the Secretary of State of
Delaware on November 7, 1929, HEREBY CERTIFIES that this Restated
Certificate of Incorporation, restating, integrating and amending
its Certificate of Incorporation, was duly proposed by its Board
of ‘Directors and adopted by its stockholders in accordance with
Sections 242 and 245 of the General Corporation Law of the State
of Delaware, and that the capital of the Corporation is not being
reduced under or by reason of any amendment in this Restated
Certificate of Incorporation.

FIRST: The name of the corporation is
. NATIONAL STEEL CORPORATION

SECOND: The address of the registered office of the Corporation
in-the State of Delaware is 100 West Tenth Strect, Wilmington,
County of New Castle. The name of its registered agent at such
address is C T Corporation System.

TRIRD: The purposc of the Corporation is to engage in any
lawful act or activity for which corporations may be organized under
the General Corporation law of Delaware.

FOURTH: The total number of shares of capital stoeck which

the Corporation shall have authority to issue is 25,000,000 shares

of the par value of $5 per share.

FIFTH: No holder of shares of capital stock shall have any
preemptive right to purchase, subscribe for or otherwise acquire
any shares of capital stock of the Corporation of any class now or
hereafter authorized, or any securities, now or hercafter authorized,
convertible into or exchangeable for any such shares.

SIXTH: The Corporation is to have perpetual existence.

SEVENTH: The private property of the stockholders shall not
be subject to the payment of corporate debts to any extent whatever.

EIGHTH: The number of directors of the Corporation shall be
fixed by and may from time to time be altered as provided in the
By-Laws, but shall not be less than three,

NINTH: The Board of Directors shall have power to determine
from time to time whether and to what extent and at what times and
places and under what conditions and regulations the accounts and




books of the Corporation, or any of them, shall be open to the
inspection of the stockholders; and no stockholder shall have
any right to inspect any account or book or document of the
Corporation, except as conferred by the laws of the State of
Delaware, unless and until authorized so to do by resolution of
the Board of Directors or stockholders of the Corporation,

TENTH: The Board of Directors shall have power and authority
at any meeting to sell, lease or exchange all of the property
and assets of this Corporation, including its good will and {ts
corporate franchises, upon such terms and conditions as a majority
of the Board of Directors deems expedient and for the best interests
of the Corporation, provided such lease, sale or exchange be
authorized by the affirmative vote of the holders of record of at
least two-thirds of the total number of shares of the stock of the
Corporation, at the time issued and outstanding, having voting
power, given at a stockholders' mceting duly called for that purpose,
or by the written consent of the holders of record of at least
two-thirds of the total number of shares of the stock of the
Corporation having voting powers, at the time issued and outstanding.

ELEVENTH: The Board of Directors shall have the power, from
time to time, to issue shares of the authorized and unissued capital
stock of the Corporation, for such consideration, on such terms,
in such manner, and to such person or persons, as the Board of
Directors may, from time to time, determine.

TWELFTH: The Corporation shall have power to create and issue,
whether or not in connection with the issue and sale of any shares
of stock or other securities of the Corporation, rights or options
entitling the holders thereof to purchase from the Corporation any
shares of its capital stock of any class or classes, such rights or
options to be evidenced by or in such instrument or instruments as
shall be approved by the Board of Directors, which instrument or
instruments may contain such provisions against dilution of the stock
deliverable against said rights or options as may, in the judgment
of the Board of Directors, be deemed expedient or necessary, and
may contain the provision that if the Corporation shall offer to its
stockholders of any class or series as a class, rights to subscribe
for shares of stock or other securities, it shall offer to the
holders of such rights or options the right to subscribe for such
stock or other securities on the terms and to the extent on and to
which the holders of such rights or options would be entitled to
subscribe were they the holders of record of the number of shares of
stock then deliverable against such rights or optionas. The terms
upon which the time or times, which may be limited or unlimited in
duration, at or within which, and the price or prices at which any
such shares may be purchased from the Corporation upon the exercise
of any such right or option, shall be such as shall be fixed and
stated in a resolution or resolutions adopted by the Board of Directors
providing for the creation and issue of such rights or options, and,
in every case, set forth or incorporated by reference in the
Instrument or instruments evidencing such rights or options. The
Corporation shall reserve and have at all times available a sufficient
number of its shares of stock or securities or assets to satisfy
the rights and privileges contained in all its outstanding rights
or options for the purchase of stock or other securities.

-2-




THIRTEENTH: In addition to the powers and authorities
hereia or by statute expressly conferred upon them, the Board
of Directors may exercise all such powers and do all such acts
and things as may be exercised or done by the Corporatioen,
subject, however, to the provisions of the laws of the State of
Delaware, of this certificate, and of the by-laws of the
Corporation.

FOURTEENTH: Insofar as the same is not contrary to the
laws of the State of Delaware, no contract or other transaction
between this Corporation and any other corporation shall be
affected or invalidated by reason of the fact that any one or more
of the directors of this Corporation is or are interested in, or
i1s a director or officer, or are directors or officers of such other
corporation, and any director or directors of this Corporation
individually or jointly, may be a party or parties to, or may be
interested in, any contract or transaction of this Corporation
or in which this Corporation is interested; and no contract, act
or transaction of this Corporation with any person or persons,
firm, association or corporation, shall be affected or invalidated
by reason of the fact that any director or directors of this
Corporation is a party or are parties to, or interested in such
contract, act or transaction, or is, or are, in any way connected
with such person or persons, firm, association or corporation, if
such fact is known to the Board of Dircctors of this Corporation,
and each and every person who may become a director of this
Corporation is hereby relieved from any liability that might other-
wise exist from contracting with this Corporation for the benefit
of himself, or any firm, association or corporation in which he
may be in anywise interested,.

FIFTEENTH: The Corporation reserves the right to amend,
alter, change or repeal any provision contained in this Restated
Certificate of Incorporation in the manner now or hereafter
prescribed by law, provided such amendment, alteration, change
or repeal be authorized by a resolution adopted by the affirmative
vote of the holders of record of at least two-thirds of

the total number of shares of capital stock of the Corporation at

the time issued and outstanding having voting powers given at a
stockholders' meeting duly called for that purpose, and all rights
and powers conferred herein upon stockholders, directors and officers
are subject to this reserved power.

IN WITNESS WHEREOF, the Corporation has caused its corporate
seal to be affixed hereto and this instrument to be signed in its
nﬁgghby its Vice President and attested to by its Secretary, this

day of April 1972.

ATTEST: NATIONAL STEEL CORPORATION
/e/ G, B. An;evine By fa/ . &, Scimoebel
Secretary Vice President

[CORPORATE SEAL]




COMMONWEALTH OF PENNSYLVANIA )
' ' SS:

)
COUNTY OF ALLEGHENY )

BE IT REMEMBERED that on this 20th day of April 1972,
personally came before me, a Notary Public in and for the
Commonwealth and County aforesald W. S. SCHWOEBEL, Vice

‘President of NATIONAL STEEL CORPORATION, a corporation of the

State of Delaware, and he duly executed said Certificate
before me and acknowledged the said Certificate to be his

act and deed and the act and deed of sald Corporation and the
facts stated therein to be true.

IN WITNESS WHEREOF I have hereunto set my hand and seal
of office the day and year aforesaid.

/sl farbsra Sablaric

- P 1
‘ Pittsburrg A&leugeny County, Peana,

My Coonmiseion Expires Yeb. 3, 1976

[NOTARIAL SEAL)
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EXHIBIT B I‘I mnal

Direct Dial: (219) 273-7602 Nationa Steel (:o.r%orr:iwion
Fax No.: (219) 273-7609 O o O e aats,

(219) 273-7000
August 3, 1995

Office of Fuels Programs, Fossil Energy
U. S. Department of Energy

Docket Room, 3F-056, FE-50

Forrestal Building

1000 Independence Avenue, S. W.
Washington, DC 20585

Attention: Mr, Clifford Tomaszewski

Director - Natural Gas Office
Dear Mr. Tomaszewski:
Pursuant to 10 C.F.R. Section 590.202, this certificate of counsel is hereby fumished in
connection with the Application of National Steel Corporation (“National”) for long-term
authorization to import and export natural gas from and to Canada pursuant to Section 3 of the

Natural Gas Act.

In respect of the above, I am of the opinion that:
¢ National is a corporation that is subsisting under the laws of Delaware; and

¢ The proposed importation and exportation of natural gas from and to Canada
is within the corporate powers of National; and

o National will comply with the applicable rules and regulations of the Federal
regulatory authorities in respect of the corresponding impression and
exportation of natural gas.

Yours very truly,

Milan J. Chestovich
Director - Legal Affairs

MICU.TR-3093LP
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EXHIBIT C
. SC-CS001
®
COMPREHENSIVE DELIVERY SERVICE CONTRACT
®
BETWEEN
® ,
. .
ST. CLAIR PIPELINES LTD.
("SCPL")
@®
- and -

NATIONAL STEEL CORPORATION

("Customer")
®
DATED April 1, 1995

]

Schedule "A"

Schedule "B"

Schedule "C"
[}

. a:natstecl.cl2




COMPREHENSIVE DELIVERY SERVICE CONTRACT

ARTICLE I
ARTICLE II
ARTICLE I
ARTICLE IV

ARTICLE V

~ ARTICLE VI

ARTICLE VII

ARTICLE VIII

ARTICLE IX

ARTICLE X

ARTICLE XI

ARTICLE XTI

ARTICLE XIII

CONTENTS
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LR
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DELIVERY AND REDELIVERY PRESSURES
MEASUREMENT AND QUALITY

NOMINATIONS

CUSTOMER'S REPRESENTATIONS AND WARRANTIES
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THIS COMPREHENSIVE DELIVERY SERVICE CONTRACT dated as of the 1st day of April,
1995,
BETWEEN:

ST. CLAIR PIPELINES LTD., a company incorporated under the
laws of the Dominion of Canada;:

(hereinafter referred to as "SCPL.")

PARTY OF THE FIRST PART

-and - -

NATIONAL STEEL CORPORATION, a company incorporated under the
laws of the State of Delaware, in the United States of America,

_(hereinafter referred to as "Customer™)

PARTY OF THE SECOND PART

WHEREAS, SCPL provides certain natural gas delivery, exchange and balancing services in
southwestern Ontario and in the United States of America;

AND WHEREAS, Customer owns and operates steel manufacturing facilities in the States of
Michigan, referred to as Customer's Great Lakes Division ("GLD"™), Indiana, Illinois, and
Minnesota, in the United States of America, and in the Province of Ontario, and Customer has

the need for a Comprehensive Delivery Service (the "Service"), as defined herein;

NOW THEREFORE, this Contract witnesses that, in consideration of the mutual covenants and
agreements herein contained, and the exchange of One ($1.00) DolIa.r between the Parties hereto,
the payment and sufficiency of which is hereby acknowledged, thc Parties hereby agree as

follows:




ARTICLE 1 - INTERPRETATION

1.01 Definitions: Capitalized terms and certain other terms used in this Contract and not
specifically defined shall have the meaning set forth in Schedules "A","B" and "C" hereto unless

the context hereof otherwise clearly requires.

1.02 Divisions, Headings and Index: The division of this Contract into articles, sections and
subsections, and the insertion of headings and any table of contents or index provided are for

convenience of reference only, and shall not affect the construction or interpretation hereof.

1.03 Industry Usage: Words, phrases or expressions which are not defined herein and which,
in the usage or custom of the business of the transportation, storage, and distribution or sale of

natural gas have an accepted meaning shall have that meaning.

1.04 Extended Me:'in-ing:: Unless the context otherwise requires, words importing the singular

+ “include the plural and-Vice versa, and words importing gender include all genders. The words
“"herein”,- "hereunder” and words of similar import refer to the entirety of this Contract,

including the Schedules incorporated into this Contract, and not only to the section in which such

us€ OCcurs.

1.05 Conflict: In the event of any conflict between the provisions of this Contract and those
of Schedules "A", "B" and "C" attached to it, the provisions of this Contract shall prevail.

1.06 Measurements: Units set out in Imperial measurement in parentheses beside their SI
(metric) equivalent are for reference only and in the event of a conflict between SI (meiric) and

Imperial measurement herein, SI (metric) shall prevail.

1.07 Currency: All reference to dollars in this Contract shall mean United States dollars,

unless specifically stated otherwise.
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ARTICLE 1I - GENERAL TERMS & CONDITIONS

2.01 The General Terms & Conditions contained in Schedule “B" hereto are hereby

incorporated into and form an integral part of this Contract.

ARTICLE 111 - TERM OF CONTRACT

3.01 Term: This Contract shall be effective and the service obligations, terms and conditions
hereunder shall commence, on April 1, 1995, (ihc "Commencement Date") and shall continue
in full force and effect for a term of five (5) years (the "Term"); however Customer may, at its
option, upon delivering notice in writing to SCPL, not less than 18 months prior to the end of
the Term, extend the Term for an additional five (5) years (the "Extended Term").

3.02 Termination; _W'ithout limiting the generality of the foregoing, this Contract may be

terminated in accordance with Seéﬁon-‘XI] of the General Terms & Conditions.

¥

““ARTICLE IV - SCPL COMPREHEN ELIVERY SERVICE

4.01 Service Provided by SCPL: SCPL will provide a firm service ("Service") to Customer’s

GLD at an annual rate of 10.3 Bef (the "Annual Load") and a Maximum Daily Quantity of 38.5
MMcfd ("MDQ"), subject to Customer delivering equivalent daily firm volumes to SCPL
pursuant to Section 5.01 and the availability.of Balancing Volume for Redelivery on a firm basis
pursuant to the provisions of Article VI. The Service will consist of the receipt of Customer’s
gas at the Point of Delivery as defined in Section 4.05, the redelivery of gas to Customer at the
Point of Redelivery as defined in Section 4.06 and the related Underlying Balancing Service
pursuant to Article VI hereof. Customer may at its option, make a one time election in writing
to be received by SCPL, on or before ‘March 25, 1995, to have the redelivery of gas to
Customer provided at the current interconnect between the GLD plant and PEPL (the "Plant
Gate"). The cost for the Service is set out in Section 9.01 hereof.
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4.02 Permanent Service Increase: Customer may, at its option, request a higher Annual Load
than 10.3 Bef and a greater MDQ than 38.5 MMcfd for the full term of this Contract, up to an
"Increased Load" of 14.6 Bcf and an "Increased MDQ" of up to 51.0 MMcfd, provided that
Customer gives SCPL notice in writing by March 25, 1995. In the alterpative, Customer may
request an "Increased Service" above 10.3 Bcf with an Increased MDQ greater than 38.5
MMcfd after March 25, 1995, by providing 90 days n(')ticel in writing to SCPL., subject however
to SCPL’s ability to provide such Increased Sc;vicc. The cost for this Increased Service is set

out in Section 9.02 hereof,

4.03 Annual Service Increase: The following provisions are in addition to Customer’s options

as provided in Sections 4.01 or 4.02, as applicable. For the period between April 1, 1995 and
March 31, 1996, Customer may deliver to SCPL and SCPL shall redeliver to Customer up to
2.5 Bef in excess of the 'Am_l_ual Load or Increased Load, as applicable, but within the MDQ or
Ingrea_sed MDQ limits 'on"a'ﬂrm baﬁis as provided in Section 4.01 or 4.02, or on an interruptible

+."basis for volumes in éxtess of the MDQ or Increased MDQ ("Annual Service Increase”). For
any subsequent 12 month period (April 1 to March 31) Customer may elect an Annual Service

Increase of 2.5 Bef for that period. Any such election made under Section 4.03 must be made
by March 1st of each year. Any gas delivered to SCPL under such election shall be accepted and
redelivered to Customer on a firm basis if within the applicable MDQ limits as provided in
Section 4.01 or 4.02 herein, or on an interruptible basis for volumes in excess of the applicable
MDQ limits. There will be no increase in Customer’s firm MDQ or entitlements under the
Underlying Balancing Service pursuant to Articlé VI. The cost for the Annual Service Increase

is set out in Section 9.03 hereof,

4.04 Additional Service Requirements: Notwithstanding the terms of Sections 4.01, 4.02 and
4.03 as applicable, the Parties recognize and agree that Customer may require additional service
from SCPL (" Additional Service™) resulting from certain changes in the steelmaking prooess‘at
the GLD. Further, it is understood that such requirement for Additional Service shall be
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influenced by the availability and relative price of Customer’s energy alternatives, and to that
end, the Parties will work co-operatively to determine the mutually acceptable rate for such
Additional Service at the time it is requested by Customer. The cost of this Additiona! Service

is set out in Section 9.04 hereof.

4.05 Point of Delivery; Ali gas delivered by Customer to SCPL under this Contract shall be
delivered at a) the interconnect between TCPL and Union in the Township of Dawn, in the
County of Lambton (herein referred to as "Dawn"), and/or b) the interconnect between TCPL
and Union in Town of Milton, in the Regional Municipality of Milton (hereinafter referred to
as "Parkway"),and/or c¢) any other delivery point agreed to by SCPL and Customer (the "Point
of Delivery").

4.06 Point of Rgdeiiirégx":' - All gas redelivered by SCPL pursuant to the terms of this Contract

-'-.-f'-_'_"shall be delivered, condistent with the provisions of Article XII, at the point of interconnection
"‘-i;ctween the facilities of PEPL and Union near Windsor, Ontario (referred to as "Ojibway” or
-the "Point Of Redelivery”). In the event that Customer makes its election pursuant to Section

4.01 hereof, the Plant Gate shall be the Point of Redelivery.

4.07 Delivery Point Change; It is recognizbd and agreed by the Parties that, pursuant to
Section 5.03, Customer may seek to construct a new pipeline crossing under the Detroit River
to effect the delivery of gas contemplated hereunder from Ojibway to the GLD plant. In the
event that such a pipeline is constructed resulting in an interconnection with Union’s gas
transmission system at or near Ojibway, SCPL will make redeliveries of the gas pursuant to the
Contract at the new interconnect provided that such delivery does not adversely affect Union’s

system operations and capability.
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ARTICLE V - CUSTOMER'’S SERVICE OBLIGATIONS

5.01 Delivery Obligations: In respect of the Service to be provided by SCPL pursuant to
Section 4.01 above, Customer shall deliver the Annual Load to SCPL at the Point of Delivery
by way of Minimum Daily Deliveries of 456.0 10°’m? per day (16.1 MMcfd), except on days
during the Offpeak period when TCPL's tariff allows fbr lower deliveries of Firm Service
Tendered ("FST") volumes, and Maximum ljiily Deliveries of 1042.5 10°m? per day (36.8
MMcfd), except for deliveries associated with Annual Service Increase and Additional Service

under Sections 4.03 and 4.04. Customer acknowledges that the cumulative quantities of gas
which it shall have delivered to SCPL at any point in time in excess of the cumulative quantities
of gas redelivered to customer pursuant to Service provided by SCPL under Section 4.01 of this
Contract, shall be subject to the provisions of Article VI - Underlying Balancing Service. It is
understood that the character of deliveries to SCPL will be, among other arrangements, through
transportation arrangcménts on TCPL which are equivalent to 140 10°*m? per day (5 MMcfd)
of TCPL Firm Service (“FS ) capacity and an annual quantity of 237,812 103m3 (8.379 Bcf) of

- 'TCPL FST capacity. . SCPL shall use reasonable efforts, with Union and other Parties, to effect
. an asmgnmcm to Customer of the required incremental FST or equivalent transportation capacity

required to provide deliveries of that character. Should Customer acquire incremental TCPL
FS capacity, SCPL will exercise its reasonable efforts to convert such capacity to FST as
specified herein.

5.02 Increased Delivery Obligations; In respect of the Increased Service to be provided by

SCPL pursuant to Section 4.02 hereof, Customer shall deliver the Annual Load to SCPL at the
Point of Delivery by way of Minimum Daily Deliveries of 620.4 10°m? per day (21.9 MMcfd)
and Maximum Daily Deliveries of 1509.9 10°m3 per day (53.3 MMcfd), except for deliveries
associated with Annual Service Increase and Additional Service under Sections 4.03 and 4.04.
Customer acknowledges that while the provisions of Section 4.02 are in effect, the cumulative
quantities of gas which it shall have delivered to SCPL at any point in time in excess of the
cumulative quantities of gas redelivered to customer, pursuant to Increased Service provided by
SCPL under Section 4.02 of this Contract, shall be subject to the provisions of Article VI -
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Underlying Balancing Service. It is understood that the character of deliveries to SCPL will be,
among other arrangements, through transportation arrangements on TCPL which are equivalent
to 140 10°m3 per day (5 MMcfd) of TCPL FS capacity and an annual quantity of 361,888 10°m?
(12.775 Bcef) of TCPL FST capacity. SCPL shall use reasonable efforts, with Union and other
Parties, to effect an assignment to Customer of the required incremental FST or equivalent
transportation capacity required to provide deliveries of that character. Should Customer acquire
incremental TCPL FS capacity in the altcrnati;}e, SCPL will exercise its reasonable efforts to
convert such capacity to FST as specified herein. ‘

3.03 Customer’s Service Option: Notwithstanding the foregoing, it is understood by the
Parties that Customer may seek to construct a new pipeline crossing under the Detroit River.
Should that event occur and provided that Customer has obtained all of the required regulatory
authorizations to proceed with the project and advises SCPL in writing of its intention to proceed
with construction, Custdme_r shall have a one time right, upon 12 months prior notice, to elect

to convert the Service hercundcr to a "Transportation Only" service with not less than the MDQ

c and Annual Load (or. Icreased MDQ/Increased Load or Annual Service Increase or Additional
Service, as the case may be) contracted for at the time of the election for a Transportation Only

service as set out in Section 5.03. Such conversion to Transportation Only will be conditional

upon successful completion of the new pipeline crossing and SCPL’s ability, exercising best
efforts, to successfully remarket the Underlying Balancing Service as set out in Article VI
hereof, under terms and conditions acceptable to SCPL. Such Transportation Only service shall
be provided by SCPL subject to the rates and terms of Union’s C1 toll schedule or other such

replacement toll schedule which shall be applicable at the time of such conversion.

ARTICLE VI - UNDERLYING BALANCING SERVICE

6.01 Balancing Volumes: Any volume of gas received by SCPL at the Point of Delivery but
not redelivered to Customer at the Point of Redelivery, shall be defined as "Balancing Volume".
During the seven month period beginning on April 1 through and including October 31, in each
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year, beginning in 1995, and for the Term of this Contract (each April 1 to October 31 period
being referred to as the "Off Peak Period"), Customer may deliver a cumulative Balancing
Volume to SCPL which may not exceed 28,300 10°'m® (1.0 Bcf) of the Redelivery Volume at
the end of the Off Peak Period ("Maximum'Positive Balance™). Subject to Section 6.02,
Customer may deliver to SCPL, on each day during the Off Peak Period, a Balancing Volume
(the "Daily Balancing Volume") which is not greater than the lesser of a) 132.3 10°m’ per day
(4.67 MMcfd), and b) the difference betweer; the Maximum Positive Balance and Customer
Balance ("Customer Balance" is defined as the cumulative volume of gas received by SCPL in

excess of SCPL’s cumulative redeliveries for the account of Customer.)

6.02. Additional Balancing Volumes: On any day during the Off Peak Period Customer may

deliver a Balancing Volume greater than the Daily Balancing Volume (such excess amount of
gas shall be referred to as the "Variance Volume"), subject to Article XII. SCPL shall accept

such Variance Volume on a reasonable efforts basis. The cost for Variance Volume, subject to

Section 9.05, is set out i'r'l'Pa_ra.graph 1 (a) of Schedule "A" hereof.

R 1 .

-6.03. October Volumes: Notwithstanding the provisions of Section 6.02 above, during the

period from October 1 to October 31 of each contract year SCPL shall use reasonable efforts
but shall not be obligated to accept any volumes of gas which would cause the Customer Balance
on any day to exceed the cumulative Daily Balancing Volume calculated for such day in
accordance with Section 6.01 (the "Allowed Balance") unless the Parties ‘hcrcto agree otherwise,
which agreement may initially be verbal and confirmed in writing. If Customer takes any action
which causes the Customer 'Balancc to exceed or further exceed the Allowed Balanoe during
the month of October, without authorization from SCPL pursuant to Article XII or this Section
6.03, then Customer shall pay to SCPL any applicable charges or losses actually incurred or paid
by SCPL, up to the maximum amount as set out in Paragraph 1 (e) of Schedule "A" hereof, to
manage such unauthorized Balancing Volume. If on any day during October Customer delivers
Variance Volume without authorization from SCPL pursuant to Article XII, then Customer shall
pay to SCPL any applicable charges or costs actually incurred or paid by SCPL, up to the

maximum amount as set out in Paragraph 1 (e¢) of Schedule "A" hereof, to manage such
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Variance Volume. Any Balancing Volume delivered by Customer to SCPL during the month of
October, but not authorized by SCPL, shall be defined as "October Overrun Volume".

6.04 November Volumes : In accordance with the nomination procedures contained in Article
XII and subject to Sections 6.07 and 6.08, SCPL shall accept Balancing Volume to be added to
Customer Balance on a reasonable efforts basis, during the period of November 1 to November
30 of any contract year ("November Balancing*‘). The cost for November Balancing shall be as
set out in Paragraph 1 (b) of Schedule "A" hereof. '

6.05 Peak Period Delivery Volumes : SCPL shall accept Balancing Volume on a firm basis
during the period of December 1 to March 31 of each Contract year ("Peak Period Delivery
Volume") which shall be equal to the lesser of a) 198.3 10°m® per day (7.0 MMcfd), and b) the

difference between the Maximum Balance and Customer Balance.

SCPL may, on a dail'y bqs‘is, accept delivery of volumes greater than the Peak Period Delivery
- “Volume, on a reasonable efforts basis. The cost of Peak Period Delivery Volume shall be as set
“out in Paragraph 1 (c) of Schedule "A" hereof.

6.06 Peak Period Redelivery Volumes; Commencing November 1 and ending March 31,
during each year of the term of the Contract (the "Peak Period") SCPL shall redeliver to
Customer the Customer Balance accumulated during the immediately preceding Off Peak Period. -

In accordance with the nomination procedures contained in Article XII, SCPL shall redeliver and
Customer shall accept redelivery of a firm daily volume from Customer Balance (the "Peak
Period Redelivery Volume™) not greater than the lesser of a) 648.1 10°m® per day (22.88
MMcfd), and b) the difference between the Customer Balance and zero.

SCPL may, on a daily basis, redeliver volumes greater than the Peak Period Redelivery Volume
on a reasonable efforts basis. It is understood that on a daily basis during the Peak Period, the
Peak Period Redelivery Volume shall be calculated as the net difference between volume
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received by SCPL at the Point of Delivery and the volume redelivered to Customer by SCPL
at the Point of Redelivery. The cost of Peak Period Redelivery Volume for November shall be
as set out in Paragraph 1 (b ) of Schedule "A" hereof.

6.07 Customer Balance at End of Peak Period and Termination Date: The Customer
Balance, subject to Section 6.08, is to be zero on a scﬁeduled basis at the end of the Peak

Period. It is Customer’s responsibility to schedule its redeliveries to ensure that the Customer
Balance is zero at the end of the Peak Period. The Customer Balance, subject to Section 6.09,
is to be zero as of the Termination Date. It is Customer’s responsibility to schedule its

redeliveries to ensure that Customer Balance is zero .on the Termination Date.

6.08 Customer Balance Remediation: In the event that any gas remains in the Customer
Balance at the end of the Peak Period, SCPL shall give notice to Customer and co-operate with
Customer to remedy thé imbalance. Subject to other agreement of the Parties hereto, such gas

will be deemed Balancmg Volumc on Apnl 1 of the subsequent Contract year except in the case

. vof the final Contract yéar, wherein 15 days after the delivery of such notice, such gas shall be

"forfeited to SCPL without any further action by SCPL for its sole use and benefit and without
any liability or cost to SCPL.

6.09 Customer Forecasts: Customer shall provide a forecast indicating Customer’s expectations
for the deliveries to SCPL, the Balancing Volumes, the redeliyeries from SCP_L, the redeliveries
from other sources, and the consumption of gas at its GLD for the following year, on an April
to March basis, as soon as practicably possible prior to the commencement of each year of the
Contract, comrnencirig April 1, 1995. The Customer will provide an annual forecast by month,
and prior to each month, Customer will provide a forecast for each day of the subsequent month.
Such information shall be used by SCPL for its internal planning purposes to provide service to
Customer for that year of the term of the Contract. Customer agrees to provide updates to this
information as significant changes to the forecast information occur. Upon review of said
forecasts, SCPL will make reasonable efforts to enter into alternate arrangements in order to

mitigate any charges it would incur as these charges relate to Schedule "A", paragraph 1, part
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(d), and if successful, SCPL shall waive commensurate charges to Customer. SCPL agrees to
assist Customer in reducing its total costs of acquiring gas to the extent such assistance is not

inconsistent with SCPL’s own interests,

ARTICLE VII - FORCE MAJEURE

7.01 The rights and obligations of the Parties ﬁnder conditions of Force Majeure are set out in
Section XI of the General Terms & Conditions attached hereto as Schedule "B".

7.02 An event of force majeure, as defined in Schedule "B" attached hereto, will excuse a delay

in the redelivery of the gas hereunder, but it will not eliminate SCPL’s obligation to redeliver
the volumes specified.

ARTICLE VIII - HARDSHIP PROVISION

X4

; ‘8.01 If an event occurs or circumstances arise during the term of this Contract, as a result of

-changes in legislation, regulation or administrative policy of any government or regulatory

authority, which changes were not in effect at the time of execution hereof and are ‘not
specificaily and exclusively directed at or within the control of SCPL or Customer, and which
renders SCPL unable to provide the Underlying Balancing Service contemplated hereunder
pursuant to Article VI or which renders Customer unable to perform its obligations hereunder
("Event of Hardship"), SCPL or Customer shall be entitled upon four (4) month’s prior written
notice, to terminate this Contract, so that each Party has no further obligations to the other
except for such obligations which were outstanding at the expiration of the notice period. In the
event of such an Event of Hardship, if SCPL is entitled to assign those contractual rights which
it may have with third Parties which enabled it to provide Underlying Balancing Service
contemplated herein but for the Event of Hardship, and if Customer would be entitled to directly
receive any component of such Service from such third Parties if such contractual rights are

assigned to Customer by SCPL not withstanding such Event of Hardship, upon request by
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Customer, SCPL will assign such contractual rights and obligations to the extent practical to

facilitate continued and uninterrupted service as contemplated hereunder.

8.02 Together with the notice required above, SCPL or Customer declaring the Event of
Hardship must provide all necessary evidence and support for its claim. Customer or SCPL
receiving the said notice is entitled to request :and receive such additional information as may
reasonably be required to confirm the Event of' Hardship.

8.03 In the event that SCPL or Customer exercises its rights under Section 8.01, the Parties

shall make reasonable efforts to reach a mutually acceptable arrangement to avoid termination

of this Contract as a result of such Event of Hardship. -

ARTICLE IX - CHARGES AND RATES

9.01 Annual Cost of Service: The total annual cost, subject to Section 9.03, for the Service

7 Cas described in Section’4.01 hereof and provided that delivery is at Ojibway, will be One Million
“Four Hundred and Sixty Six Thousand United States Dollars ($1,466,000.00 U.S.) in "Year
One" of the Term which represents a "Unit Cost" of $0.142/Mcf. The total annual cost for this

Service where delivery is at the Plant Gate will be Two Million Two Hundred Thousand United
States Dollars ($2,200,000.00 U.S.) in Year One of the Term, which represents a Unit Cost of
$0.214/Mcf. The annual cost in each year thereafter, including the Extended Term, will remain
the same provided that SCPL’s actual cost of providing the Service remains constant. To the
extent that SCPL is required to incur incremental charges to provide the Service pursuant to rate
changes approved by the Ontario Energy Board specifically relating to Union’s C1 firm toll,
such cost shall be paid by SCPL and passed thrbugh to Customer by way of an equivalent
escalation in the annual charge. In all other respects the annual cost for this Service shall remain

constant.
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9.02 Increased Service Cost: In the event that Customer requests a higher Annual Load, up
to the Maximum Load as set out in Section 4.02 hereof, then the amended cost for the Service
at Ojibway, subject to Section 9.03, shall increase to One Million Nine Hundred and Six
Thousand United States Dollars ($1,906,000.00 U.S.) in "Year One" of the Term, which
represents an overall Unit Cost of $0.130/Mcf or $0.103/Mcf for the increment. The amended
cost for the service provided at the Plant Gate shall increase to Two Million Six Hundred and
Fourty Thousand United States Dollars ($2,640,000.00 U.S.) in Year One of the Term, which
represents an overall Unit Cost of $0.180/Mcf or $0.103/Mcf for the increment. The annual
cost in each year thereafter shall remain the same subject to escalations which may arise

pursuant to the terms of Section 9.01 above,

9.03 Charges for Annual Service Increase: For the period between April 1, 1995 and March
31, 1996, Customer will be charged at a rate of US$0.035/Mcf for up to 2.5 Bef of Annual
Service Increase. Fo:.thé purposes of determining invoices to Customer, such charges will not
be billpd to C\lstoméi' unul and unless Customer has delivered, at the Point of Delivery, volumes

* in excess of the Anniidl 'boad, Increased Load or Increased Service, as applicable. For any
: "Subsequeni 12 month period (April 1 to March), if customer makes an election in accordance

with Section 4.03, then, Customer’s annual cost for the Service will be increased by Eighty Two
Thousand Five Hundred United States Dollars ($82,500 U.S.) for that period, which represents
an overall unit cost of US$0.035/Mcf for 2.5 Bcf, but which will be paid in twelve equal
monthly installments.

9.04 Charges for Additional Service: The charges for any Additional Service agreed to under
this Contract, as outlined in Section 4.04, shall not exceed U.S.$0.065/Mcf. The charge for
service at this rate does not guarantee flow of gas in any given period as availability of capacity
is subject to market rates. For the purpose of determining invoices to Customer, such charges
will not be billed to Customer until and unless Customer has delivered, at the Point of Delivery,
volumes in excess of the Annual Load, Annual Service Increase, Increased Load or Increased

Service, as applicable,
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9.05 Commodity Charges on Underlying Balancing Service: In addition to the foregoing,

it is understood that Customer shall pay, for the Underlying Balancing Services, commodity
charges as described in Schedule "A" ("Balancing Charges"), provided however, in each year
during the Term of the Contract, that Customer exercises its election under Section 4.03 hereof,
SCPL shall waive Balancing Charges on the first 0.6 Bcf of volumes which would otherwise
have caused such charges to be incurred for that yeaf puf'suant to the provisions of Article VI
and this Section 9.05. In order for SCPL to provide the above waiver for the first year of
Service, Customer shall be obligated to deliver to SCPL, for redelivery at the Point of
Redelivery, a full 2.5 Bef of Annual Service Increase between April 1, 1995 and March 31,

1996 as contemplated under Section 4.03 hereof. Upon conclusion of the first year of this

Contract, SCPL shall determine whether Customer has transported 2.5 Bcf of Annual Service
Increase and therefore whether such waiver shall apply, which waiver, if applicable fo; that |

year, shall be applied through a billing adjustment.

9.06 Payments: With respect to Sections 9.01, 9.02, 9.03 and 9.04 as the case may be, all

o ';paymchts to be made by Customer shall be paid monthly. Fixed charges shall be paid in equal
‘monthly ihstallmcnts, beginning on the 25th day of May 1995 for Service during the month of
-April, 1995 (or if not a Canadian or U.S. banking day, on the immediately preceding common

banking day of both countries), and on the 25th day of each month thereafter (but if the 25th day
of such month is not a banking day, on the immediately preceding banking day). SCPL shall
invoice Customer at least fifteen days before payment is due. Balancing Charges applicable
pursuant to Article VI and Section 9.05 shall be calculated by SCPL, invoiced to Customer on
the 10th day in the month subsequent to the month of service and paid by Customer on the 25th
day of that subsequent month. No payment shall be subject to adjustment unless the Party
requesting the same does so by notice given within two years after such payment was originally
due, or after receipt of the origina!l invoice for that payment (if later).

9.07 Applicable Taxes: Prices exclude any applicable taxes, royalties or levies imposed
currently or subsequent to the commencement of this Contract and any of same shall be included

and paid by Customer in full should any arise.
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ARTICLE X - DELIVERY AND REDELIVERY PRESSURES

10.01 Delivery Pressures: Deliveries of gas to SCPL for the account of Customer, at the Point
of Delivery, shall be made at a pressure sufficient to effect deliveries to downstream transporter.

10.02 Redelivery Pressures; Redeliveries of gas by SCPL for the account of Customer at the
Point of Redelivery shall be made at a pressure sufficient to effect deliveries to downstream
transporter,

ARTICLE XI - MEASUREMENT AND QUALITY

b

11.01 Quality of Gas: The quality of the gas and the measurement of the gas to be delivered

hereunder is to be in accordance with the quality standards and measurement standards as set
out by SCPL in the attached Schedule "B", General Terms & Conditions. The gas delivered
bereunder shall be of merchantable quality. SCPL will use reasonable efforts to accept gas of
a quality that may deviate from the quality standards set out in Schedule "B". SCPL will accept
gas of a quality as set out in TCPL’s General Terms & Conditions.

11.02 Metering of Gas: Customer shall secure measurement of the total volume and gross
heating value of the gas to be delivered hereunder from the upstream transporter(s) (or Union
Gas Limited where applicable). Such measurement shall be done in accordance with established
practices between SCPL and the upstream transporter(s).

11.03 Metering Inspection: In the event of an error in metering or a meter failure, (such error

or failure being determined through check measurement by SCPL or any other available
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method), then SCPL shall ask Customer or Customer’s agent to invoke its rights as customer
under its contracts with the upstream transporter(s). Customer shall exercise due diligence in
the enforcement of any inspection and/or verification rights and procedures which Customer or
Customer’s agent may have in relation to the meters owned and operated by the upstream
transporter(s) at the Point of Delivery.

11.04 Settlement of Heating Value !m’gg‘gnh: The settlement of heating value variations will

be determined in accordance with the provisions contained in Schedule "C", attached hereto.
The Parties acknowledge that either Party may elect to change the method of settlement of the
heating value of the gas, ptovided that either Party gives the other Party 12 months notice of this
election in accordance with the provisions of Section 14.03. In that event, SCPL shali propose
those terms and conditions which SCPL detcrmine_s necessary to more accurately and
appropriately seitle the heating value of the gas, including but not limited to, equalization of
outstanding balances.of gas and methods of measurement. SCPL covenants and agrees that it

shall act reasonably in regard to such proposed changes in the method of the settlement of the

* “heat value of the gas, and Customer covenants and agrees that it shall act reasonably in
“responding to such changes.

ARTICLE XII - NOMINATIONS

12.01 Nominations for deliveries and redeliveries of gas to be made by or to Customer must
be made in writing before 9:00 am (Eastern Time) on the day before a delivery or redelivery
is to occur, except that each such nomination must be made earlier if necessary under the
nomination procedures of any upstream or downstream transporter of such gas. Subject to those
provisions of this Contract which expressly provide that volumes are interruptible, all daily
deliveries and redeliveries are firm, so that the Parties must deliver and receive gas when
required hereunder. The Parties recognize that on any day, deliveries and redeliveries of gas
hereunder may vary, but each Pan} will cooperate with the other to ensure equal daily deliveries
and redeliveries and that such deliveries and redeliveries will be in balance for each Off Peak

Period and each Peak Period, subject to the provisions of Article VI herein, to the extent
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practicable. Customer and SCPL shall use reasonable efforts to accept volumes greater than the

Dclivery Volume and the Redelivery Volume if requested.

12.02 When making nominations under Section 12.01, Customer shall indicate the amount of
gas which shall be allocated to or from the Undcrlying Balancing Service, for information
purposes. It is understood that the estimated Balanciﬂg Volume and the estimated Peak Period
Redelivery Volume for any day shall be calculated as the pet difference between volume
nominated for receipt by SCPL at the Point of Delivery and the volume nominated for redelivery
to Customer by SCPL at the Point of Redelivery.

12.03 If, in SCPL’s sole opinion, operating conditions permit, a change in Customer's
Nomination may be accepted after 9:00 am (Eastern Time) on any given day for the next day’s
deliveries. The daily volume of gas nominated by Customer will be delivered to SCPL or

redelivered to Customer at rates of flow that are as nearly constant as possible.

o “12.04 In accordance-With Articles I, 1Iv, V, VI, VII and VIII, SCPL shall determine whether
“or not all or any portion of Customer’s Nomination will be accepted. In the event SCPL

determines that it will not accept such nomination, SCPL shall advise Customer, on or before
1100 hours in the Eastern time zone on the business day immediately preceding the day for
which service is requested, of the reduced volume (the "Volume Available™) for either
acceptance at the Point(s) of Delivery, for delivery or redelivery under the Underlying Balancing
Service or for redelivery at the Point(s) of Redelivery as the case may be. Forthwith after
receiving such advice from SCPL but no later than 1200 hours in the Eastern time zone on the
same day, Customer shall provide a "Revised Nomination" to SCPL which shall be—no grcatcf
than the Volume Avﬁilable. If such Revised Nomination is not provided within the time allowed
as required above or such Revised Nomination is greater than the Volume Available, then the
Revised Nomination shall be deemed to be the Volume Available. If the Revised Nomination
(delivered within the time allowed as required above) is less than the Volume Available, then

such lesser amount shall be the Revised Nomination.




12.05 That portion of a Customer’s Nomination or Revised Nomination, as set out in Sections
11.01 and 11.02, which SCPL shall accept for delivery and redelivery, shall be known as
"Customer’s Authorized Volume".

12.06 If on any day the actual deliveries at the Point of De!livery, deliveries or redeliveries
pursuant to Article VI or redeliveries at the Point of Redelivery exceed the parameters
contemplated in Articles IV, V or VI, as applicable ("Service Parameters”), but are less than
or equal to Customer’s Authorized Volume, then the amount by which the actual deliveries
exceed the Service Parameters shall be deemed "Authorized Overrun". If on any day actual
deliveries exceed both Customer’s Authorized Volume and the Service Parameters then the
amount by which actual deliveries exceed the greater of the Service Parameters and the
Customer’s Authorized Volume shall be deemed "Unauthorized Overrun”.- From a billing
perspectwc Unauthonzed Overrun shall be treated in the sa!me manner as October Overrun

Volume set out in Secuon 6.03. ;

« .“‘12.'07 ‘A nominationfor a daily volume of gas on any day shall remain in effect and apply to

""subsequcrit days unless and until SCPL receives a new nomination from Customer or unless

SCPL gives Customer written notice that its continuation is riot acceptable for the reason that

it is not in accordance with Article XII. |

ARTICLE XTI - CUSTOMER'S REPRESENTATIONS AND WARRANTIES

13.01 Customer’s Warranty; Customer warrants that it will, if required, maintain, or have

maintained on its behalf, such certificates, permits, licences and authorizations from regulatory
bodies or other governmental agencies in the U.S.A. and Canada, as the case may be, as are
necessary to enable Customer, or others designated by Customqr, to deliver to SCPL at the Point
of Delivery, the quantities of gas to be accepted by SCPL unc:]er this Contract.

13.02 Customer’s Representations; Customer agrees that it' will deliver all gas to SCPL free

of liens, encumbrances or charges of any kind whatsoever and shall transfer absolute title of the
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gas to SCPL at the time of delivery, subject to redelivery of such gas and title thereto, free of
liens, encumbrances or charges of any kind whatsoever, at the points of redelivery as set out in
Section 4.01 or 4.06, as the case may be. Customer further agrees to obtain all necessary

upstream transportation to effect the Service contemplated herein.

13.03 Financial Assurances: It is recognized and ﬁndérstood by the Parties that they will
negotiate in good faith and place in full force al'nd effect prior to commencement of the service
contemplated hereunder, reasonable financial assurances, acceptable to SCPL and Customer,
which Customer shall deliver to SCPL, as surety for its performance of its obligations

hereunder.

13.04 EKinancial Representations: Customer represents and warrants that the financial
assurances and representations provided to SCPL at the commencement of this Contract (if any),
pursuant to Section 13.03 above, shall remain in place throughout the term hereof unless and

until (.hé Parties hereto agréc to the contrary. It is agreed and understood that SCPL may, acting

K _';'reasonzibly, solely defefmine from time to time,_that_Customer's financial condition is such that
“certain additional security may be required by SCPL to ensure Customer’s performance under
‘the Contract. In this event, SCPL shall provide Customer with written notice of such

determination. The said notice shall stipulate the form of security being reqhested and the dollar
amount of security which shall be sufficient to fulfil Customer’s payment obligations under the
Contract, in total not to exceed $1,000,000 (the "Security”).

Within twenty five (25) days of receipt of the said notice, Customer shall provide SCPL with
the Security in a form suitable to SCPL. In the event, however, that Customer has received the
said notice and is unable, for whatever reason, to furnish SCPL with the Security as defined
herein, Customer shall notify SCPL in writing 'of such circumstance as soon as practicably
possible but in no event later than twenty five (25) days subsequent to receipt of the said notice
hereunder ("Default of Security"). Failure by Customer to notify SCPL within twenty five (25)
days of receiving the said notice shall be deemed to be Defaﬁlt of Security pursuant to this

Contract.
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SCPL and Customer agree that notwithstanding the provisions of Section 13.02 of the Contract,
a Default in Security as described herein shall result in an immediate and irrevocable forfeiture
by Customer of its right to the redelivery certain amounts of gas ("Encumbered Gas"). SCPL
shall determine the volume of Encumbered Gas by dividing the dollar amount of the Security
by a unit price (the "Spot Price”) which SCPL may reasonably expect to realize if it were to sell
any portion of Encumbered Gas at Parkway or another aécessiblc point from time to time in a
given month. SCPL shall maintain absolute tftlc to the Encumbered Gas, which volume shall
be calculated monthly in order to maintain sufficient volume to preserve the dollar value of the
Security requested, and the volume of Encumbered.Gas will be increased or decreased
accordingly. Coincident with such forfeiture, SCPL shall be reliéved of its obligation under the
Contract to redeliver the Encumbered Gas to Customer and shall possess at that time, an
unencumbered right to dispose of such gas for the sole and expressed purpose of satisfying any
and all outstanding payment obligations Customer may have pursuant to the Contract. As such,
for the purpose of redefivcyy of the Customer Balance, the Customer Balance shall be deemed
reduced by the volume of Encumbered Gas at any point in time during the Peak Period and

- SCPL shall redeliver vblumes to Customer to the extent of the Customer Balance in accordance
“with the provisions of this Contract. If at any time before the termination of this Contract, the

Default in Security has been remedied by Customer, or SCPL deems the Security to no longer
be required, the Encumbered Gas.will be released by SCPL. If upon or following the termination
of this Contract, the Encumbered Gas is in excess of that which is necessary to satisfy any
outstanding obligations owing from Customer to SCPL, the excess portion of the Encumbered
Gas will be released by SCPL. Customer and SCPL shall work cooperatively to have the

previously Encumbered Gas delivered to Customer at a mutually agreeable point and time.

Further, it is recognized and understood that upon a Default in Security as described herein, the
remedies afforded SCPL herein to ensure Customer’s fulfilment of its payment obligations under
the Contract in no way limit or encumber any other recourse SCPL may avail itself of pursuant
to the Contract including the Default and Termination provisions of the General Terms and

Conditions attached thereto as Schedule "B".
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ARTICLE XTV - MISCELLANEQUS PROVISIONS

14.01 Assignment: Either Party may assign this Contract to its lawful successor, upon notice
without consent from the other Party, however all other assignments of this Contract require the

consent of both Parties.

14.02 Confidentiality: The Parties hereto shail use their best efforts to maintain the terms of
this Contract confidential, and shall ensure that the confidentiality of the terms hereof extends

also to the Parties” affiliates, agents and employees.

14.03 Notices: Subject to the express provisions of this Contract, all communications provided
for or permitted hereunder shall be in writing, personally delivered to an officer or other
responsible employee of the addressee or sent by registered mail, charges prepaid, or by
facsumle or other means of rccorded telecommunication, charges prepaid, to the applicable

addrcss set forth below or to such other address as either Party hereto may from time to time

g ‘_"chIgnate to the other in such manner, provided that no communication shall be sent by mail

""pcndmg any threatened, or during any actual, postal strike or other disruption of the postal

service. Any personal communication delivered shall be deemed to have been validly and
effectively received on the date of such delivery. Any communication so sent by facsimile or
other means of telecommunication shall be deemed to have been validly and effectively received
on the business day following the day on which it is sent. Any communication sent by mail
shall be deemed to hhve been validly and effectively received on the seventh business day
following the day on which it is post marked.

Communications to the Parties hereto shall be directed as follows:

IF TO Customer: National Steel Corporation
4100 Edison Lakes Parkway
Mishawaka, IN 46545-3440
Attention: J.H. Rateau
Telephone: (219) 273-7629
‘Telecopier: (219) 273-7243
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Other: Strategic Energy Lid.
Two Gateway Center,
Pittsburgh, Pennsylvania 15222
Attention: J. K. Malstrom
Telephone: (412) 394-5443
Telecopier: (412) 394-6574

IF TO SCPL.: St. Clair Pipelines Ltd. -
50 Keil Drive North
Chatham, Ontario N7M 5M1
Attention: Manager, Gas Control
Telephone: (519) 4364524
- Telecopier: (519) 4364566

Other: Attention: Manager, Marketing and Sales
Telephone: (519) 436-5231
Telecopier: (519) 436-4694
Each Party may from time to time change its address for the purpose of this Section by giving

notice of such change to the other Party in accordance with this Section.

o _'."14.04 Law of Contriét: SCPL and Customer agree that this Contract is made in the Province

‘of Ontario and, subject to the Arbitration provisions of the General Terms & Conditions attached

hereto as Schedule "B", that the courts of the Province of Ontario shall have exclusive jurisdic-
tion in all matters contained herein. The Parties further agree this Contract shall be construed

exclusively in accordance with the laws of the Province of Ontario.

14.05 Possession of Gas: SCPL accepts no responsibility for any gas prior to such gas being
delivered to SCPL at the Point of Délivcry or after its redelivery by SCPL at the Point of
Redelivery. As between the Parties hereto, SCPL shall be deemed to be in control and
possession of and responsible for all such gas from the time that such gas is delivered to SCPL
by Customer at the Point of Delivery until such gas is redelivered to Customer by SCPL at the
Point of Redelivery. Each of Customer and SCPL shall indemnify and hold the other harmless
against any and all suits, actions, debts, accounts, damages, costs, losses and expenses caused

by or resulting from its control and possession of the gas which is the subject of this Contract.
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14.06 Title to Gas: Customer represents and warrants to SCPL that Customer shall have good
and marketable title to all gas delivered to SCPL hereunder, free and clear of any lien,
mortgage, security interest or other 