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Dear Shareholders and Option holders:

You are invited to attend a Special Meeting of holders of Common Shares, First Preference shares eight per
cent (8%) Series A, $2.125 Cumulative Redeemable Voting Convertible Third Preference shares, 1985 Series and
Options to purchase Common Shares of Inter-City Gas Corporation, to be held in the Winnipeg Convention Centre,
Meeting Room No. 16, 375 York Avenue, Winnipeg, Manitoba on Friday March 16, 1990 commencing at 3:00 p.m.

At the Special Meeting, you will be asked to consider and vote upon a proposed Arrangement involving the
Corporation. The Arrangement provides for the sale for cash of the Corporation’s utilities and propane businesses to
a wholly-owned subsidiary of Westcoast Energy Inc. Westcoast is entitled to assign its right to purchase the propane
business to Petro-Canada Inc. The utilities and propane businesses will also assume existing liabilities of the
Corporation immediately prior to or in connection with the Arrangement. The Arrangement also provides for the
recapitalization of the Corporation to provide for what the Board of Directors has determined to be a more
appropriate capital structure after the Arrangement.

After the Arrangement, the Corporation will continue to carry on its energy products business under the name
“Inter-City Products Corporation”. Inter-City Products Corporation will be one of North America’s leading
corporations engaged in the design, manufacture and marketing of heating, refrigeration and air conditioning
equipment, heat transfer equipment and related products and will also be involved in the fabrication of large
diameter steel pipe. Management intends to focus on building market share in the Corporation’s main product lines
and on completing the integration of the Corporation’s principal operations in Canada and the United States to
lower operating costs, improve product sourcing flexibility and provide better service to customers.

If the Arrangement is approved, holders of Common Shares will receive for each 100 Common Shares of
Inter-City Gas Corporation held:

e $2,100 in cash,
« 25 ordinary shares of Inter-City Products Corporation, and

* 25 warrants to purchase new Class C 8% Convertible Preference Shares of Inter-City Products Corporation.
Three warrants will entitle a holder to purchase one Class C 8% Convertible Preference Share for $25 from
MICC Investments Limited.

The Arrangement provides for the change of each Third Preference Share into 1.662 Common Shares, representing,
in effect, a premium from the current conversion ratio of 1.6393. Holders of Third Preference Shares changed into
Common Shares under the Arrangement will participate in the Arrangement as Common Shareholders on the same
basis as outlined above.

If the Arrangement is approved, all Options issued under the Corporation’s Employee Stock Option Plan will
become vested and Option holders who exercise their Options prior to the Effective Date of the Arrangement will
participate in the Arrangement as Common Shareholders. Prior to the Effective Date of the Arrangement, the
Corporation’s two outstanding series of Second Preference Shares will be redeemed.

No certificates for fractional shares will be issued. Arrangements will be made to sell fractional shares and the
proceeds will be distributed on a pro rata basis to shareholders entitled to such interests. No fractional warrants will
be issued to any shareholder. No warrants will be distributed to any resident of any state ited-Sta
which the distribution of warrants or the issuance of Class C 8% Convertible Preference Shares:would be urdawful
Warrants which such shareholders would otherwise be entitled to receive will be sold on their behalf arid proceed:
distributed to such persons on a pro rata basis. |
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In order to facilitate the Arrangement, MICC Investments Limited, an affiliate of Central Capital Corporation,
has acquired all the outstanding First Preference Shares, which will be changed under the Arrangement into Class C
8% Convertible Preference Shares, and will issue the warrants as part of the Arrangement. Central Capital
Corporation and its affiliates beneficially own 44.5% of the Common Shares, 100% of the First Preference Shares
and 8.2% of the Third Preference Shares, representing approximately 38% of the voting shares of the Corporation on
a fully-diluted basis.

The Arrangement also provides for the redesignation of the Corporation’s Common Shares as ordinary shares
and the creation of two new classes of Preference Shares in order to provide future financing flexibility. The
Corporation has no present plans to issue any such Preference Shares.

The members of the board of directors, other than those who are directors or officers of Central Capital
Corporation or MICC Investments Limited who refrained from voting because of the interest of Central Capital and
MICC Investments Limited in the Arrangement and Mr. Davis who refrained from voting because of the interest of
Westcoast Energy Inc. in the Arrangement, have unanimously determined that the Arrangement is in the best
interests of the Corporation and is fair to the public holders of Common Shares and Third Preference Shares and
recommend that such shareholders vote for approval of the Arrangement. In arriving at its recommendation, the
Board of Directors considered the opinion of Burns Fry Limited, a Canadian investment dealer, that the
Arrangement is fair from a financial point of view to the public holders of Common Shares and Third Preference
Shares. A copy of this opinion appears as Schedule D to the attached Management Information Circular and Proxy
Statement and should be read in its entirety. The Board of Directors also considered a report of a special committee
of the Board of Directors that the Arrangement is fair to the public holders of Common Shares and Third
Preference Shares.

Holders of Common Shares, First Preference Shares and Third Preference Shares will be asked to consider and
vote on a separate resolution fixing the number of directors of Inter-City Products Corporation at five, a reduction
from the present size of the Corporation’s board of twelve directors. The Board of Directors of the Corporation has
unanimously determined that the reduction in board size is in the best interests of the Corporation and recommends
that shareholders vote in favour of this matter.

The attached Management Information Circular and Proxy Statement contains a detailed description of the
proposed Arrangement, Inter-City Products Corporation, the proposed reduction in board size, as well as historical
and pro forma financial statements. Please give this material your careful consideration, and if you require
assistance, consult your financial, income tax or other professional advisers.

It is not yet possible to specify precisely when the Effective Date of the Arrangement will occur, but it could be
as early as March 26, 1990. The Corporation anticipates that the Effective Date will be on the eighth day after the
Special Meeting or, in the event the eighth day is not a business day, on the first business day thereafter. When the
Effective Date has been determined it will be publicized in major local and national newspapers.

Upon the Arrangement becoming effective, certificates representing Common Shares or Third Preference
Shares must be surrendered in order to receive the cash and certificates representing ordinary shares of Inter-City
Products Corporation and warrants to which the holder will be entitled.

The matters to be acted upon at the Special Meeting are important and your shares or options should be
represented whether or not you are able to attend personally. Your vote is important because a majority of the votes
cast by holders of Common Shares and Third Preference Shares (other than Central Capital Corporation and its
related parties), each voting as a separate class, is required to pass the Arrangement Resolution. Accordingly, you
are requested to:

(a) complete and return the enclosed form of Proxy relating to the shares or options held by you; and

(b) complete and return, with your share certificates, the Letter of Transmittal located at the back of this
document.

Central Capital Corporation has advised the Corporation that it intends to vote all shares owned by it, directly
or indirectly, in favour of the Arrangement.

A postpaid envelope has been provided for use in returning the Proxy. In the event you are also returning your
share certificates with the Letter of Transmittal, we suggest that you send them in the second envelope provided
through registered mail or hand deliver them to the Depositary or the Forwarding Agent at the locations indicated



on the Letter of Transmittal. You should note that if you surrender your share certificates, you will not be able to
sell the shares to which those certificates relate prior to the Effective Date of the Arrangement. Your share
certificates will be returned on request.

You may, of course, attend the Special Meeting and vote in person even if you have already returned your
Proxy.

Thank you for your attention.

Yours sincerely,

RoBERT G. GRAHAM
Chairman of the Board,
President and Chief Executive Officer



INTER-CITY GAS CORPORATION

NOTICE OF SPECIAL MEETING OF HOLDERS OF COMMON SHARES,
FIRST PREFERENCE SHARES EIGHT PER CENT (8%) SERIES A,
$2.125 CUMULATIVE REDEEMABLE VOTING CONVERTIBLE
THIRD PREFERENCE SHARES, 1985 SERIES AND OPTIONS

A Special Meeting (the “Special Meeting”) of holders of common shares (“Common Shares™), First
Preference shares eight per cent (8%) Series A (“First Preference Shares”), $2.125 Cumulative Redeemable
Voting Convertible Third Preference shares, 1985 Series (“Third Preference Shares”) and options to purchase
Common Shares (“Options”) of Inter-City Gas Corporation (the “Corporation”) pursuant to the Corporation’s
Employee Stock Option Plan will be held in the Winnipeg Convention Centre, Meeting Room No. 16, 375 York
Avenue, Winnipeg, Manitoba on March 16, 1990 at 3:00 p.m. (Winnipeg time) for the holders of Common Shares,
First Preference Shares, Third Preference Shares and Options:

(i)  to consider, pursuant to an order dated February 13, 1990, (the “Interim Order”) of the Court of
Queen’s Bench for the Province of Manitoba and, if deemed advisable, to pass, with or without variation,
a special resolution (the “Arrangement Resolution™) to approve an arrangement (the “Arrangement”)
under section 185 of The Corporations Act (Manitoba) (the “MCA™), which will result, among other
things, in the change of the Third Preference Shares into Common Shares, the sale of the Corporation’s
utilities business and propane business, the recapitalization of the Corporation and the change of the
name of the Corporation to “Inter-City Products Corporation/Société de Produits Inter-Cité Inc.”, all as
more particularly described in the attached Management Information Circular and Proxy Statement;

and for the holders of Common Shares, First Preference Shares and Third Preference Shares:

(ii) to consider and, if deemed advisable, to pass, with or without variation, a special resolution (the “Board
Size Resolution™) fixing the number of directors of the Corporation at five; and

(ili) to transact such other business as may be properly brought before the meeting.

The texts of the Arrangement Resolution and the Board Size Resolution are set forth in Schedule A and
Schedule B, respectively, to the accompanying Management Information Circular and Proxy Statement. Pursuant
to the Interim Order, holders of Common Shares, First Preference Shares, Third Preference Shares and Options
have been granted the right to dissent and to be paid the fair value of their shares of the Corporation or Options in
respect of the Arrangement Resolution. A holder of Common Shares, First Preference Shares, Third Preference
Shares or Options wishing to dissent must give a written objection (“Objection Notice™) to the Corporation,
addressed to the Secretary, at its registered office at Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg,
Manitoba, Canada, R3C 3T7, at or prior to the Special Meeting in order for it to be effective. Any shareholder or
Option holder who gives an Objection Notice will be deemed to have validly dissented without further action
required. Any shareholder or Option holder who gives an Objection Notice will have a minimum of seven days after
the Special Meeting and such greater number of days ending at 3:00 p.m. (Winnipeg time) on the business day
immediately preceding the Effective Date to give written notice to the Corporation, addressed to the Secretary, at its
registered office at Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg, Manitoba, Canada, R3C 3T7, that he
wishes to withdraw his Objection Notice.

Only holders of record at the close of business on February 16, 1990 of Common Shares, First Preference
Shares, Third Preference Shares and Options will be entitled to vote, each as a separate class in respect of the
Arrangement Resolution and as a single class in respect of the Board Size Resolution, at the Special Meeting or
adjournments thereof, except that a person who has acquired shares subsequent to February 16, 1990 will be entitled
to vote such shares upon making a written request to that effect by March 6, 1990 to the Secretary of the
Corporation at the registered office of the Corporation indicated above and establishing that such person owns such
shares.



Your vote is important regardless of the number of shares or Options you own. Shareholders and Option
holders who are unable to attend the Special Meeting in person are asked to sign, date and return the enclosed
form of proxy relating to the shares or Options held by you in the postpaid envelope provided for that purpose.

To be used at the Special Meeting, a proxy must be deposited with Central Guaranty Trust Company at one of
its principal offices in Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal or Halifax in Canada at any time
up to 3:00 p.m. (local time) on the last business day preceding the day of the Special Meeting (or any adjournment
of the Special Meeting), or with the Chairman of the Special Meeting prior to the commencement of the Special
Meeting on the day of the Special Meeting or the day of any adjournment of the Special Meeting.

By order of the board of directors

7 At s P

J. E. CARSTAIRS,
Winnipeg, February 14, 1990 Secretary



File No. CI 90-01-44230

IN THE QUEEN’S BENCH
WINNIPEG CENTRE

BETWEEN:
INTER-CITY GAS CORPORATION (“ICG”), THE

CHANCELLOR HOLDINGS CORPORATION, 2451417
MANITOBA LTD., AND 2484685 MANITOBA LTD.
Applicants,
— and —

THE HOLDERS OF COMMON SHARES, FIRST PREFERENCE
SHARES EIGHT PER CENT (8%) SERIES A, $2.125
CUMULATIVE REDEEMABLE VOTING CONVERTIBLE
THIRD PREFERENCE SHARES, 1985 SERIES OF 1CG, AND
OPTIONS TO PURCHASE COMMON SHARES OF ICG UNDER
THE EMPLOYEE STOCK OPTION PLAN ESTABLISHED BY
ICG, AND THE DIRECTOR UNDER THE CORPORATIONS
ACT,

Respondents.

IN THE MATTER OF an application by the Applicants under
section 185 of The Corporations Act, R.S.M. 1987, c¢. C225

NOTICE OF APPLICATION

(court seal)

TO: THE RESPONDENTS

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The claim made by the
Applicants appears on the following page.

THIS APPLICATION will come on for a hearing before a judge, on Monday, March 19, 1990 at 10:00 a.m.,
at the Law Courts Building, Broadway & Kennedy, Winnipeg, Manitoba.

IF YOU WISH TO OPPOSE THIS APPLICATION, you or a Manitoba lawyer acting for you must appear
at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY EVIDENCE TO THE
COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON THE APPLICATION, you or your
lawyer must serve a copy of the evidence on the Applicants’ lawyers or, where an Applicant does not have a lawyer,
serve it on that Applicant, and file it, with proof of service, in the court office where the Application is to be heard as
soon as possible, but not later than four (4) days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN YOUR
ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.

DATED February 13, 1990.
Issued By “L. ANTHONY”
Registrar

TO: THE RESPONDENTS

AND TO: WESTCOAST ENERGY INC.

AND TO: WESTCOAST GAS INC.

AND TO: CENTRAL CAPITAL CORPORATION
AND TO: PETRO-CANADA INC.



APPLICATION

The Applicants make application for an Order approving the arrangement proposed by the Applicants and
described in the Management Information Circular and Proxy Statement to be distributed to holders of
Common Shares, First Preference shares eight per cent (8%) Series A, $2.125 Cumulative Redeemable Voting
Convertible Third Preference shares, 1985 Series of ICG, and Options to purchase Common Shares of ICG
under the Employee Stock Option Plan established by ICG.

The grounds for the application are the provisions of Section 185 of The Corporations Act R.S.M. 1987,
¢. €225 and Rule 14.05(2) (b) of the Court of Queen’s Bench Rules.

The following documentary evidence will be used at the hearing of the application:
(1) The Interim Order to be granted by this Honourable Court;
(2) The Affidavit and the exhibits thereto of Peter Marriott to be sworn;

(3) The further Affidavit of a deponent of ICG reporting on the results of the Special Meeting held pursuant
to the Interim Order, and such other matters as are appropriate; and

(4) Such further material as may be permitted.

This Notice of Application will be sent to all holders of Common Shares, First Preference shares eight per cent
(8%) Series A, $2.125 Cumulative Redeemable Voting Convertible Third Preference shares, 1985 Series of
ICG, and all holders of Options to purchase Common Shares of ICG under the Employee Stock Option Plan
established by ICG pursuant to the provisions of the Interim Order to be granted by this Honourable Court,
including, pursuant to Rule 17.02(k) and Rule 17.02(1) of the Court of Queen’s Bench Rules, all such
shareholders and option holders whose registered addresses are outside Manitoba.

February 13, 1990.

THOoMPSON, DORFMAN, SWEATMAN
500 Bank of Canada Building

3 Lombard Place

Winnipeg, Manitoba

R3B IN4

Counsel for ICG

JEFFREY D. GLATT

c/o Davies, Ward & Beck
Barristers and Solicitors
P.O. Box 63

Suite 4400

First Canadian Place
Toronto, Ontario

Ms5X 1Bl

Counsel for The Chancellor
Holdings Corporation,
2451417 Manitoba Ltd. and
2484685 Manitoba Ltd.
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GLOSSARY OF TERMS

The following is a glossary of certain defined terms used frequently throughout this Management Information
Circular and Proxy Statement and the summary thereof. These defined terms are not used in the financial
statements which are attached to this Management Information Circular and Proxy Statement.

“Advance Tax Ruling” means an advance income tax ruling from Revenue Canada, Taxation relating to the
Arrangement and the other transactions contemplated by the Arrangement Agreement and corresponding
rulings from taxation authorities in Alberta, Ontario and Quebec, in each case in form and on terms satisfactory
to each party to the Arrangement Agreement, to obtain confirmation that the transfer of the Utilities Division
to Utilities Holdings and of the Propane Division initially to Propane Company (which will subsequently be
acquired by Propane Holdings) qualifies as a “Butterfly” reorganization thereby allowing such transfers to
occur with no current income taxes being imposed upon any of the Corporation, Utilities Company, Utilities
Holdings, Propane Company or Propane Holdings, in respect thereof.

“affiliate” means an affiliated corporation and, for the purposes of this Management Proxy Circular, (i) one
corporation is affiliated with another corporation if one of them is the subsidiary of the other or both are
subsidiaries of the same corporation or each of them is controlled by the same person, and (ii) if two
corporations are affiliated with the same corporation at the same time, they are deemed to be affiliated with
each other.

“Arrangement” means the series of stages, consisting of the Change of Third Preference Shares, the Utilities
Division and Propane Division Transactions, the Recapitalization and the change of the Corporation’s name to
“Inter-City Products Corporation/Société de Produits Inter-Cité Inc.” proposed to be undertaken pursuant to
the provisions of section 185 of the MCA as described under the heading “THE ARRANGEMENT” and set out as
Exhibit I to the Arrangement Agreement.

“Arrangement Agreement” means the agreement made December 11, 1989 as amended and restated by an
amending agreement made as of February 12, 1990 among the Corporation, Westcoast, WestCoast Gas,
Central Capital, Utilities Holdings, Propane Holdings, Newco and MICCI, attached as Schedule C to this
Management Proxy Circular.

“Arrangement Resolution” means the special resolution approving the Arrangement, attached as Schedule A to this
Management Proxy Circular, to be submitted to the Common Shareholders, First Preference Shareholders,
Third Preference Shareholders and Option Holders at the Special Meeting.

“associate” means, where used to indicate a relationship with any corporation, (i) any corporation of which such
corporation beneficially owns, directly or indirectly, voting securities carrying more than 10 per cent of the
voting rights attached to all outstanding voting securities of the corporation, (ii) any partner of that
corporation, or (iii) any trust or estate in which such corporation has a substantial beneficial interest or as to
which such corporation serves as trustee or in a similar capacity.

“Board of Directors” and “Board” means the board of directors of the Corporation or Inter-City Products, as the
case may be.

“Board Size Resolution” means the special resolution fixing the number of directors of the Corporation at five,
attached as Schedule B to this Management Proxy Circular, to be submitted to the Common Shareholders,
First Preference Shareholders and Third Preference Shareholders at the Special Meeting.

“Burns Fry” means Burns Fry Limited, financial adviser to the Corporation and the Special Committee.
“CA Director” means the Director of Investigation and Research under the Competition Act.

“Central Capital” means Central Capital Corporation.

“Central Capital Related Parties” means Central Capital and its affiliates, associates and insiders.

“Central Capital-Westcoast Letter” means the letter of understanding dated July 4, 1989 entered into between
Central Capital and Westcoast.

“Change in the Number of Common Shares Retained” means the change in the number of the Common Shares
retained as a step of the Recapitalization with the result that, immediately following the Arrangement, the
number of Inter-City Products Ordinary Shares outstanding will be one-quarter of the number of Common
Shares as were outstanding immediately following the Change of Third Preference Shares.
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“Change of Third Preference Shares” means a stage of the Arrangement consisting of the change of the then
outstanding Third Preference Shares into Common Shares with the result that Third Preference Shareholders
will participate in the remaining stages of the Arrangement as Common Shareholders.

“Class A Preference Shares” means the Class A Preference Shares of Inter-City Products to be created under the
Arrangement.

“Class B Preference Shares” means the Class B Preference Shares of Inter-City Products to be created under the
Arrangement.

“Class C 8% Convertible Preference Shares” means the 8% Cumulative Redeemable Convertible Class C
Preference Shares of Inter-City Products into which the First Preference Shares will be changed under the
Arrangement.

“Common Shares” means the common shares of the Corporation prior to the Redesignation of Common Shares,
and the term “Common Shareholders” means the holders thereof.

“Common Share Transfers” means the transfer by Common Shareholders of a portion of their Common Shares to
each of Utilities Holdings and Propane Holdings as a step of the Ultilities Division and Propane Division
Transactions.

“Competition Act” means the Competition Act, R.S.C. 1985, c. C-34, as amended.

“control” means, with respect to control of a corporation by a person, the holding (other than by way of security
only) by or for the benefit of that person of securities of the corporation to which are attached more than 50%
of the votes that may be cast to elect directors of the corporation; provided that the votes attached to those
securities are sufficient, if exercised, to elect a majority of the directors of the corporation.

“Corporation” means Inter-City Gas Corporation prior to completion of the Arrangement.
“Court” means the Court of Queen’s Bench for the Province of Manitoba.

“Creation of Class C 8% Convertible Preference Shares and Warrant Offering” means the change of the First
Preference Shares into Class C 8% Convertible Preference Shares and the issuance of the Warrants as a step of
the Recapitalization.

“Depositary” means Central Guaranty Trust Company, designated as the recipient for the Proxies and Letters of
Transmittal and the certificates representing Common Shares or Third Preference Shares transmitted
therewith.

“Director” means the Director under the MCA.

“Effective Date” means the date on which a certificate of amendment is issued under the MCA giving effect to the
Arrangement.

“Effective Time” means the effective time of the Arrangement on the Effective Date as shown on the certificate of
amendment to be issued under the MCA giving effect to the Arrangement.

“Energy Products Business” and “Energy Products Division" mean the business carried on by that division of the
Corporation which is engaged in the design, manufacture and marketing of heating, refrigeration and air
conditioning equipment, heat transfer equipment and related products and the fabrication of large diameter
steel pipe.

“Final Order” means the final order of the Court approving the Arrangement.

“First Preference Shares” means the First Preference shares eight per cent (8%) Series A of the Corporation and
the term “First Preference Shareholders” means the holders thereof.

“Forwarding Agent” means First Chicago Trust Company of New York, designated as the agent of the Depositary
in the United States for the deposit in person (by hand or courier) of Letters of Transmittal and certificates
representing Common Shares or Third Preference Shares transmitted therewith, at its office in New York.

“GAAP” means generally accepted accounting principles.

“Heil-Quaker” means Heil-Quaker Corporation, a corporation indirectly wholly-owned by the Corporation which is
engaged in the design, manufacture and marketing of heating, air conditioning and refrigeration equipment and
related products for sale primarily in the United States.
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“ICG Canada” means ICG Ultilities (Canada) Ltd., a corporation wholly-owned by the Corporation.

“ICG Ontario” means ICG Utilities (Ontario) Ltd, a corporation all of the voting shares of which are owned by
ICG Canada.

“insider” when used in respect of any corporation has the meaning ascribed thereto in the Securities Act, R.S.0.
1980, c.466, as amended.

“Inter-City Products” means the Corporation after completion of the Arrangement, which will carry on the Energy
Products Business under the name “Inter-City Products Corporation/Société de Produits Inter-Cité Inc.”.

“Inter-City Products Ordinary Shares” means the ordinary shares of Inter-City Products after the Arrangement and
the term “Inter-City Products Ordinary Shareholders” means the holders thereof.

“Imterim Order” means the interim order of the Court dated February 13, 1990, attached as Schedule E to this
Management Proxy Circular, providing for, among other things, the calling and holding of the Special Meeting.

“Jamestown Investments” means Jamestown Investments Limited, a corporation indirectly 50% owned by Central
Capital, financial adviser to Central Capital.

“KeepRite” means KeepRite Inc., a corporation wholly-owned by the Corporation which is engaged in the design,
manufacture and marketing of heating, refrigeration, air conditioning and heat transfer equipment and related
products for sale primarily in Canada.

“Letter of Transmittal” means the letter of transmittal, a copy of which is enclosed with this Management Proxy
Circular, to be used in transmitting certificates representing Common Shares and Third Preference Shares to
the Depositary or Forwarding Agent.

“Letter of Understanding” means the letter of understanding dated July 4, 1989 entered into between the
Corporation and Westcoast.

“Management Proxy Circular” means this Management Information Circular and Proxy Statement.

“MCA” means The Corporations Act (Manitoba), R.S.M. 1987, ¢.C225, as amended.

“Merrill Lynch” means Merrill Lynch Canada Inc. and certain of its affiliates, financial adviser to Central Capital.
“MICC” means The Mortgage Insurance Company of Canada, a subsidiary of MICCI.

“MICCI” means MICC Investments Limited, a subsidiary of Central Capital.

“NASCO” means Northern Allied Supply (Sudbury) Ltd., a corporation wholly-owned by the Corporation which
carries on a portion of the Propane Division.

“Newco” means 2484685 Manitoba Ltd., a corporation wholly-owned by Utilities Holdings.

“Notice of Application” means the notice of application made by the Corporation, Ultilities Holdings, Propane
Holdings and Newco to the Court which is attached to this Management Proxy Circular.

“Notice of Special Meeting” means the Notice of Special Meeting of Common Shareholders, First Preference
Shareholders, Third Preference Sharcholders and Option Holders attached to this Management Proxy
Circular.

“Options” means the unexercised options to acquire Common Shares granted to employees of the Corporation
pursuant to the Employee Stock Option Plan established by the Corporation, and “Option Holders” means the
holders thereof.

“Petro-Canada” means Petro-Canada Inc., except under the heading “INFORMATION CONCERNING
PETRO-CANADA INC.”

“Propane Company” means the corporation to be incorporated under the name ICG Propane Inc. to which the
Corporation proposes to transfer the assets, property and undertaking of the Propane Division.

“Propane Company Transfer” means the acquisition by Propane Holdings of all of the shares of Propane Company
as steps of the Utilities Division and Propane Division Transactions.

“Propane Division” means the business carried on by that division of the Corporation which distributes and markets
propane, gasoline and related products, equipment and services, all of which will be carried on by Propane
Company and NASCO at the Effective Time.



“Propane Division Purchase Price” means the aggregate of the amount of cash to be paid to Common Shareholders
for their Propane Holdings Shares and certain of the indebtedness of the Corporation to be assumed by
Propane Company on the Propane Rolldown and repaid on the Effective Date.

“Propane Holdings” means The Chancellor Holdings Corporation, all of the preference shares of which are owned
by MICC, and all of the common shares of which are owned by Central Capital.

“Propane Holdings Shares” means all of the preference shares of Propane Holdings.

“Propane Rolldown” means the transfer of the Propane Division to Propane Company, including the assumption of
certain liabilities of the Corporation.

“Public Shareholders” means the Common Shareholders and Third Preference Shareholders other than Central
Capital and its affiliates.

“Recapitalization” means a stage of the Arrangement consisting of the Change in the Number of Common Shares
Retained, Creation of the Class C 8% Convertible Preference Shares and Warrant Offering, creation of the
Class A Preference Shares and Class B Preference Shares, cancellation of the Corporation’s first preference
shares, second preference shares and third preference shares and Redesignation of Common Shares.

“Redesignation of Common Shares” means the redesignation of Common Shares as ordinary shares as a step of the
Recapitalization.

“Registrar” means Central Guaranty Trust Company.

“Resources Division” means the business formerly carried on by that division of the Corporation which was engaged
in the exploration for and development and production of natural gas or crude oil.

“Sale of Utilities Holdings and Propane Holdings” means the acquisition by WestCoast Gas for cash of all of the
outstanding Utilities Holdings Shares and the acquisition by WestCoast Gas or, if WestCoast Gas so assigns its
right to purchase such shares, Petro-Canada, for cash of all of the outstanding Propane Holdings Shares as
steps of the Ultilities Division and Propane Division Transactions.

“Second Preference Shares” means the Second Preference shares six and one-half per cent (6%2%) Series A and the
Second Preference shares seven and one-half per cent (7%2%) Series B of the Corporation.

“Shareholders” means the holders of Common Shares, First Preference Shares and Third Preference Shares.

“Special Committee” means the special committee of members of the Board of Directors (none of whom are
members of management of the Corporation or directors or officers of Central Capital or any of its affiliates
with the exception of Mr. John H. Coleman who is a director of United Financial Management Limited, an
indirect subsidiary of Central Capital) which was established to review any proposal which might result in the
sale of all or a significant portion of the Corporation’s shares or assets and to report thereon to the Board of
Directors.

“Special Meeting” means the special meeting of holders of Common Shares, First Preference Shares, Third
Preference Shares and Options to be held on March 16, 1990, at 3:00 p.m. (Winnipeg time) to consider the
Arrangement Resolution, Board Size Resolution and any other business which properly comes before the
meeting.

“State” means any state, territory or possession of the United States of America or the District of Columbia.

“subsidiary” means, when used to indicate a relationship with a specified corporation, a corporation which is
controlled by that other corporation.

“Third Preference Shares” means the $2.125 Cumulative Redeemable Voting Convertible Third Preference shares,
1985 Series of the Corporation and “Third Preference Shareholders” means the holders thereof.

“Thompson Pipe” means Thompson Pipe and Steel Company, a corporation indirectly wholly-owned by the
Corporation, which is engaged in the fabrication of large diameter steel pipe.

“Utilities Company” means ICG Canada and its subsidiaries.

“Utilities Company Transfer’” means the acquisition by Ultilities Holdings of all of the shares of Utilities Company
and the assumption of certain liabilities of the Corporation as steps of the Utilities Division and Propane
Division Transactions.



“Utilities Division” means the business carried on by that division of the Corporation which transmits and
distributes natural gas and distributes electricity, all of which will be carried on by Ultilities Company at the
Effective Time.

“Utilities Division and Propane Division Transactions” means a stage of the Arrangement consisting of the
Common Share Transfers, Propane Company Transfer, Utilities Company Transfer and Sale of Ultilities
Holdings and Propane Holdings.

“Utilities Division Purchase Price’” means the aggregate of the amount of cash to be paid to Common Shareholders
for their Utilities Holdings Shares and the indebtedness of the Corporation to be assumed by Utilities Holdings
under the Arrangement, certain of which will be repaid on the Effective Date.

“Utilities Holdings” means 2451417 Manitoba Ltd., a corporation wholly-owned by MICCI.
“Utilities Holdings Shares” means all of the common shares of Ultilities Holdings.

“Warrant Agent” means Central Guaranty Trust Company, the warrant agent appointed under the Warrant
Agreement.

“Warrant Agreement” means the warrant agreement providing for the issue of Warrants.
“Warrant Commencement Date”’ means the first date on which the Warrants may be exercised.
“Warrant Expiry Date” means the last date on which the Warrants may be exercised.

“Warrant Offering” means the offering of Warrants by MICCI to or for the benefit of all other Inter-City Products
Ordinary Shareholders.

“Warrants” means the warrants to purchase Class C 8% Convertible Preference Shares to be issued by MICCI to or
for the benefit of all other holders of Inter-City Products Ordinary Shares on the Effective Date as a step of the
Recapitalization and “Warrantholders” means the holders thereof.

“Westcoast” means Westcoast Energy Inc.

“WestCoast Gas” means WestCoast Gas Inc., a corporation wholly-owned by Westcoast.

INFORMATION CONCERNING WESTCOAST,
PETRO-CANADA AND CENTRAL CAPITAL

The information contained in this Management Proxy Circular concerning Westcoast and its affiliates and
Petro-Canada has been provided by Westcoast and Petro-Canada, respectively, to the Corporation for the purposes
of this document. Certain of the information contained in this Management Proxy Circular concerning Central
Capital Related Parties has been provided by Central Capital to the Corporation for purposes of this document.
Each of Westcoast, Petro-Canada and Central Capital, as the case may be, has reviewed all of the information
provided by it after its inclusion in this Management Proxy Circular. The Corporation has not made any
independent investigations of such information.

EXCHANGE RATE OF THE CANADIAN DOLLAR

In this document, unless otherwise specified, all dollar amounts are expressed in Canadian dollars. Since June
1970, the Government of Canada has permitted a floating exchange rate to determine the value of the Canadian
dollar against the U.S. dollar. On January 31, 1990, the noon buying rate in New York City, payable in Canadian
dollars as reported by the Federal Reserve Bank of New York was U.S.$0.8435 = Can.$1.00. The closing, low, high,
and average spot rates for the Canadian dollar in terms of U.S. dollars at the end of each of the five years ended
December 31, 1989 and for the period January 1, 1990 to January 31, 1990, as reported by the Federal Reserve Bank
of New York were as follows:

1990 1989 1988 1987 1986 1985
(Jan 1-Jan 31)
CLOSINE: 5 soiv s s o evives wvwia © st maons soe $0.8422 $0.8632 $0.8386 $0.7696  $0.7244  $0.7152
LOW o v sy £50s 20078 Som 5 oo Daids s $0.8361 $0.8254  $0.7688  $0.7248 $0.6913  $0.7107
ELIEH wiois 2 s 3 st 5 soeh i pied © 550 SR So $0.8649 $0.8647 $0.8444  $0.7721  $0.7332  $0.7587
AVCTATE . .s o voen v scrns mvimns sonins Susihad Sdsd $0.8536 $0.8445 $0.8124 $0.7541 $0.7197  $0.7325



ENFORCEABILITY OF CERTAIN CIVIL LIABILITIES

Each of the Corporation, Utilities Holdings, Propane Holdings and Newco is a Manitoba corporation and
Westcoast, WestCoast Gas, Central Capital and Petro-Canada are Canadian corporations. Most of the directors and
officers of these corporations and the experts named herein are residents of Canada, and most of each corporation’s
assets are located outside of the United States. As a result, it may be difficult for United States investors to effect
service within the United States upon any of the corporations and those officers, directors and experts who are not
residents of the United States, or to realize in the United States upon judgments of courts of the United States
predicated upon civil liability of any of the corporations and such directors, officers or experts under United States
federal securities laws. The Corporation has been advised by Osler, Hoskin & Harcourt, special counsel to the
Corporation, that a judgment of a United States court predicated solely upon civil liability under such laws would
probably be enforceable in Canada if the United States court in which the judgment was obtained had a basis for
jurisdiction in the matter that was recognized by a Canadian court for such purposes. The Corporation has also been
advised by such counsel, however, that there is substantial doubt whether an action could be brought in Canada in
the first instance on the basis of liability predicated solely upon such laws.



SUMMARY OF MANAGEMENT PROXY CIRCULAR

The following is a summary of the contents of this Management Proxy Circular. This summary is provided for
convenience only and the information contained in this summary should be read in conjunction with and is qualified
by the more detailed information and financial statements contained in the body of this Management Proxy Circular
including the schedules hereto.

Special Meeting
Date, Time, Place

The Special Meeting of Common Shareholders, First Preference Shareholders, Third Preference Shareholders
and Option Holders will be held in the Winnipeg Convention Centre, Meeting Room No. 16, 375 York Avenue,
Winnipeg, Manitoba on March 16, 1990 at 3:00 p.m. (Winnipeg time).

Purpose

The purpose of the Special Meeting is to approve the Arrangement Resolution authorizing the Arrangement,
including the Change of Third Preference Shares, the Utilities Division and Propane Division Transactions, the
Recapitalization and the change of the Corporation’s name to “Inter-City Products Corporation/Société de
Produits Inter-Cité Inc.” and to approve the Board Size Resolution fixing the number of directors of the
Corporation at five. See “PURPOSE OF THE MEETING”.

Pre-Arrangement Transactions and Obligations

On or immediately prior to the Effective Date and subject to receipt of the Advance Tax Ruling, the
Corporation will undertake several transactions in order to combine the Utilities Division in Utilities Company (by
the Corporation transferring to Utilities Company the utilities assets which are not now held by Utilities Company
in consideration for shares of Utilities Company and cash), to transfer the Propane Division to Propane Company
(by transferring the assets, property and undertaking of the Propane Division to Propane Company in consideration
for shares of Propane Company and causing Propane Company to assume liabilities of the Corporation, including
liabilities incurred in connection with the Corporation’s propane business) and to reorganize its capital structure.
These transactions include the Propane Rolldown. The Second Preference Shares will be redeemed prior to the
Effective Date in accordance with their terms at a cost of approximately $2.6 million. See “THE ARRANGEMENT —
Pre-Arrangement Transactions and Obligations™.

Details of the Arrangement

The Arrangement consists of the following four stages, certain of which will be completed in a number of steps,
which will occur and will be deemed to occur in the following order:

(i) the Change of Third Preference Shares;
(ii) the Utilities Division and Propane Division Transactions, which are:
(a) the Common Share Transfers,
(b) the Propane Company Transfer,
(c¢) the Utilities Company Transfer, and
(d) the Sale of Utilities Holdings and Propane Holdings;
(iii) the Recapitalization, which includes:
(a) the Change in the Number of Common Shares Retained,
(b) the Creation of the Class C 8% Convertible Preference Shares and the Warrant Offering,
(¢) the creation of the Class A Preference Shares and Class B Preference Shares,

(d) the cancellation of the Corporation’s first preference shares, second preference shares and third
preference shares, and

(e) the Redesignation of Common Shares; and

(iv) the change of the Corporation’s name to “Inter-City Products Corporation/Société de Produits
Inter-Cité Inc.”.

See “THE ARRANGEMENT — Details of the Arrangement”.
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Change of Third Preference Shares

Each outstanding Third Preference Share will be changed into 1.662 Common Shares. The chapge on this
basis will provide Third Preference Shareholders, in effect, with a premium to their existing conversion ratio of
1.6393, and is intended to compensate such shareholders for one foregone dividend in the amount of $0.53125 per
Third Preference Share which would be payable between the anticipated Effective Date and May 2, 1990 when such
shares would become redeemable at the option of the Corporation without the consent of the holders thereof at a
redemption price of $26.00 plus accrued and unpaid dividends. Third Preference Shares changed into Common
Shares under the Arrangement will participate in the other stages of the Arrangement as Common Shares. See
“THE ARRANGEMENT — Change of Third Preference Shares”.

Utilities Division and Propane Division Transactions

The Arrangement provides for the indirect ownership by Common Shareholders of Utilities Company (which
consists of corporations which, with the exception of ICG Ontario, ICG Utilities (Manitoba) Ltd. (formerly
Greater Winnipeg Gas Company) Bonnyville Gas Company Ltd. and ICG Scotia Gas Ltd., are, directly or
indirectly, wholly-owned by the Corporation) through the acquisition of Ultilities Holdings Shares and of Propane
Company (a corporation to be incorporated which will be wholly-owned by the Corporation) through the
acquisition of Propane Holdings Shares to facilitate the sale as part of the Arrangement of all Utilities Holdings
Shares to WestCoast Gas and all Propane Holdings Shares to WestCoast Gas or, if WestCoast Gas assigns its rights
to acquire Propane Holdings Shares, to Petro-Canada. In the Common Share Transfers, all Common Shareholders
will transfer a portion of their Common Shares to Utilities Holdings in exchange for Utilities Holdings Shares and a
portion of their Common Shares to Propane Holdings in exchange for Propane Holdings Shares. The Corporation
will purchase from Utilities Holdings and Propane Holdings the Common Shares transferred to such corporations
by Common Shareholders and these Common Shares will be cancelled. Common Shareholders will retain that
portion of their Common Shares not transferred and cancelled as part of the Common Share Transfers. The
Propane Company Transfer will result in Propane Holdings acquiring all of the shares of Propane Company. The
Utilities Company Transfer will result in Utilities Holdings acquiring all of the shares of Utilities Company and
assuming certain liabilities of the Corporation. In the Sale of Utilities Holdings and Propane Holdings, all
outstanding Ultilities Holdings Shares will be sold to WestCoast Gas for cash and all outstanding Propane Holdings
Shares will be sold to WestCoast Gas, or, if WestCoast Gas assigns its right to acquire Propane Holdings Shares, to
Petro-Canada, for cash. Utilities Holdings is wholly-owned by MICCI and has no material assets or undertaking
other than Common Shares and one common share of Newco. Propane Holdings is wholly-owned by MICC and
Central Capital and has no material assets or undertaking other than Common Shares.

The number of Common Shares to be transferred to Utilities Holdings and Propane Holdings in exchange for
Ultilities Holdings Shares and Propane Holdings Shares, respectively, will be determined on the basis of a formula
set forth in the Arrangement. That formula is intended to result in each Common Shareholder transferring to
Utilities Holdings and Propane Holdings such proportion of his Common Shares as the aggregate value of Utilities
Holdings and Propane Holdings represents to the value of the Common Shares as at the Effective Time. For
purposes of illustration, it is assumed that all Third Preference Shares outstanding as at January 31, 1990 are
changed into Common Shares under the Arrangement, all Options outstanding as at January 31, 1990 are exercised
prior to the Effective Date, no holders of Common Shares, Third Preference Shares or Options exercise rights of
dissent in respect of the Arrangement Resolution and that the aggregate fair market value of the outstanding
Common Shares at the Effective Time is based on the closing market price for Common Shares on The Toronto
Stock Exchange on February 9, 1990. Based on these assumptions, 28,986,362 Common Shares will be outstanding
following the Change of Third Preference Shares. It is also assumed that approximately $377.9 million will be paid
by WestCoast Gas for the Utilities Holdings Shares and approximately $230.8 million will be paid by WestCoast
Gas for the Propane Holdings Shares or, if WestCoast Gas assigns its right to acquire Propane Holdings Shares, by
Petro-Canada. Based on these assumptions, (a) approximately 57.0% of the then outstanding Common Shares will
be held by Utilities Holdings, (b) approximately 34.8% of the then outstanding Common Shares will be held by
Propane Holdings and (c) approximately 8.2% of the then outstanding Common Shares will be retained and
redesignated as ordinary shares.

The Utilities Division Purchase Price is the aggregate of (i) $462 million, (ii) the net after-tax earnings of the
Utilities Division for the period between October 1, 1989 and December 31, 1989, and (iii) $9 million. The Propane
Division Purchase Price is the aggregate of (i) $220.8 million, (ii) (A) if the income before income taxes (and after
interest expense) of the Propane Division for the period between January 1, 1989 and December 31, 1989 less
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income taxes payable by NASCO equals or exceeds $10 million, an amount equal to 50% of such income or (B) in
any other event, the amount of such income determined on the same basis less $5 million, and (iii) $3 million. The
aggregate amount of cash to be received by Common Shareholders for their Utilities Holdings Shares and their
Propane Holdings Shares will be equal to the product of $21 and the number of Common Shares participating in the
Arrangement. All Common Shares held by Shareholders immediately prior to the Arrangement, as well as
Common Shares issued pursuant to the Change of Third Preference Shares, other than Common Shares in respect
of which a Common Shareholder dissents in respect of the Arrangement Resolution, will participate in the
Arrangement. Holders of Common Shares participating in the Arrangement will be entitled to receive $21 in cash in
respect of each such Common Share. The balance of the Utilities Division Purchase Price and the Propane Division
Purchase Price will be satisfied by the assumption by Newco (and ultimately Utilities Holdings) and Propane
Company of certain liabilities of the Corporation. See “THE ARRANGEMENT — Ultilities Division and Propane
Division Transactions”.

Recapitalization
Change in the Number of Common Shares Retained

The number of Common Shares retained by Common Shareholders and outstanding following the Common
Share Transfers will be changed such that, immediately following the Arrangement, the number of Inter-City
Products Ordinary Shares will be one-quarter of the number of Common Shares as were outstanding immediately
following the Change of Third Preference Shares. The Change in the Number of Common Shares Retained is
intended to increase liquidity in the trading market for Inter-City Products Ordinary Shares by increasing the
number of outstanding Inter-City Products Ordinary Shares from that which would otherwise have been
outstanding after the Arrangement as a result of the cancellation of the Common Shares held by Utilities Holdings
and Propane Holdings as part of the Ultilities Division and Propane Division Transactions.

The effect of the Change in the Number of Common Shares Retained and subsequent stages of the
Arrangement will be that a Common Shareholder holding 100 Common Shares immediately prior to the
Arrangement will hold 25 Inter-City Products Ordinary Shares immediately following the Arrangement. This will
be the case regardless of the number of Common Shares transferred by such shareholder pursuant to the Common
Share Transfers.

The Arrangement further contemplates that the retained Common Shares will be redesignated as ordinary
shares and that new share certificates will be issued to reflect the new name of the Corporation and the actual
number of ordinary shares to be retained by Common Shareholders. Therefore, following the Change in the
Number of Common Shares Retained, the Redesignation of Common Shares and the renaming of the Corporation
as “Inter-City Products Corporation/Société de Produits Inter-Cité Inc.”, Common Shareholders will remain
shareholders of the Corporation and their proportionate voting interest in the Corporation (after taking into account
the Change of Third Preference Shares and elimination of fractional interests) will remain unchanged. Shareholders
will be given the opportunity through the Warrant Offering to maintain their proportionate voting interest on a fully-
diluted basis.

Creation of the Class C 8% Convertible Preference Shares

All of the outstanding First Preference Shares, none of which are convertible into Common Shares or other
securities of the Corporation and all of which are held by MICCI, will be changed into Class C 8% Convertible
Preference Shares. Cumulative dividends will be payable on the Class C 8% Convertible Preference Shares at the
rate of $2.00 per share per annum payable quarterly on the first day of each of January, April, July and October in
each year. The Class C 8% Convertible Preference Shares will be convertible into Inter-City Products Ordinary
Shares at any time commencing on the business day after the Warrant Expiry Date and prior to the close of business
on the earlier of June 30, 2000 and the business day immediately preceding the date fixed for redemption at a
conversion rate (the “Conversion Rate”) per share determined by dividing $25.00 by 110% of the weighted average
trading price (as defined in the Class C 8% Convertible Preference Share conditions) for the Inter-City Products
Ordinary Shares during a 20 day trading period commencing 30 days after the Effective Date. The Class C 8%
Convertible Preference Shares will not be redeemable on or prior to December 31, 1991. Thereafter, and on or prior
to June 30, 1993, the Class C 8% Convertible Preference Shares will be redeemable at $25.00 per share plus accrued
and unpaid dividends, provided that the Inter-City Products Ordinary Shares are then trading at a price at least
equal to 120% of 110% of such weighted average trading price. The Class C 8% Convertible Preference Shares will
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be redeemable at any time after June 30, 1993 at $25.00 per share plus accrued and unpaid dividc_nds. See “THE
ARRANGEMENT — Creation of the Class C 8% Convertible Preference Shares and Warrant Offering”.

Warrant Offering

MICCI will issue, to or for the benefit of all other Inter-City Products Ordinary Shareholders, Warrants to
purchase a percentage of the Class C 8% Convertible Preference Shares held by MICCI in order to provide
Inter-City Products Ordinary Shareholders (other than residents of any State in which the distribution of the
Warrants or issuance of the Class C 8% Convertible Preference Shares would be unlawful) with an opportunity to
maintain their proportionate voting interest in Inter-City Products on a fully-diluted basis by exercising the
Warrants distributed to them under the Arrangement and converting the Class C 8% Convertible Preference Shares
acquired thereby into Inter-City Products Ordinary Shares. The number of Warrants will be equal to the number of
outstanding Inter-City Products Ordinary Shares held by shareholders other than MICCI on the basis of one
Warrant for each Inter-City Products Ordinary Share held. Each Common Shareholder will be entitled to receive
25 Warrants for each 100 Common Shares held prior to the Arrangement. Warrants will not be distributed to
residents of any State in which such distribution would be unlawful. The Warrants which would otherwise be issued
to holders of Inter-City Products Ordinary Shares who are residents of a State in which such issuance would be
unlawful, will be issued to a warrant sales agent for the benefit of such holders. The warrant sales agent will dispose
of such Warrants and the net proceeds of disposition will be allocated and distributed, pro rata, among such holders.

Three Warrants will be required to purchase one Class C 8% Convertible Preference Share from MICCI for a
purchase price of $25.00. No fractional Warrants will be issued. The Toronto Stock Exchange has conditionally
approved the listing of the Warrants, subject to the fulfillment of all the requirements of such exchange, including
distribution to a minimum number of public holders. The Corporation will seek to admit the Warrants to dealings on
the American Stock Exchange. The Warrants may be exercised at any time during the 21 day period commencing
on the Warrant Commencement Date and terminating on the Warrant Expiry Date. See “THE ARRANGEMENT —
Creation of the Class C 8% Convertible Preference Shares and Warrant Offering”.

Creation of the Class A Preference Shares and the Class B Preference Shares

The Articles of the Corporation will be amended to create the Class A Preference Shares and the Class B
Preference Shares. See “THE ARRANGEMENT — Creation of Class A Preference Shares and Class B Preference
Shares”.

Cancellation of the Corporation’s First Preference Shares, Second Preference Shares and
Third Preference Shares

The Articles of the Corporation will be amended to cancel the Corporation’s first preference shares, second
preference shares and third preference shares. See “THE ARRANGEMENT — Cancellation of the Corporation’s First
Preference Shares, Second Preference Shares and Third Preference Shares”.

Redesignation of Common Shares

The Common Shares will be redesignated as ordinary shares to satisfy certain requirements of The Toronto
Stock Exchange. The Inter-City Products Ordinary Shares will have the same terms, rights and attributes as the
Common Shares. See “THE ARRANGEMENT — Redesignation of Common Shares”.

Change of Name

The Corporation’s name will be changed to “Inter-City Products Corporation/Société de Produits Inter-Cité
Inc.”. See “THE ARRANGEMENT — Change of Name”.

Treatment of Shareholders and Option Holders

The amounts to be received by Common Sharcholders and Third Preference Shareholders under the
Arrangement for each 100 Common Shares or each 100 Third Preference Shares held, as the case may be, are as
follows:

Common Shares: $2,100 in cash, 25 Inter-City Products Ordinary Shares and 25 Warrants.
Third Preference Shares: $3,490.20 in cash, 41.55 Inter-City Products Ordinary Shares and 41.55 Warrants.

If the Arrangement Resolution is approved, all Options will become vested and Option Holders who exercise
their Options prior to the Effective Date will participate in the Arrangement as Common Shareholders.

No fractional Inter-City Products Ordinary Shares or Warrants will be issued.
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Timing

If the requisite approvals of Shareholders and Option Holders and the Court are obtained and the other
conditions in the Arrangement Agreement are satisfied at the earliest possible date or waived, the Effective Date
could be as early as March 26, 1990. The Corporation currently anticipates the Effective Date will be on the eighth
day after the Special Meeting or, in the event the eighth day is not a business day, on the first business day
thereafter. It is not possible, however, to specify when the Effective Date will be. See “THE ARRANGEMENT —
Timing™.

As soon as practicable on or after the Effective Date, the Depositary will forward cheques and certificates for
Inter-City Products Ordinary Shares and Warrants to Common Shareholders and Third Preference Shareholders
who have completed and forwarded the required documents to the Depositary or Forwarding Agent. See “THE
ARRANGEMENT — Entitlement to Cash, Share Certificates and Warrant Certificates”.

Financing

Under the Arrangement Agreement, Westcoast has agreed to deposit with the Depositary at the Effective Time
the funds necessary to complete the Sale of Utilities Holdings and Propane Holdings (which amount will be equal
to $21 for each Common Share participating in the Arrangement) and an amount equal to certain liabilities to be
assumed by Newco (and ultimately Utilities Holdings) under the Arrangement and Propane Company under the
Propane Rolldown which are required to be repaid on the Effective Date. See “THE ARRANGEMENT — Financing”.

Shareholder and Option Holder Approval

The approval of the Arrangement Resolution requires the affirmative vote at the Special Meeting of at least
two-thirds of the votes cast by Common Shareholders, First Preference Shareholders, Third Preference
Shareholders and Option Holders, each voting as a separate class, and by a majority of the votes cast by Common
Shareholders and Third Preference Shareholders (other than Central Capital Related Parties) each voting as a
separate class. Central Capital and its affiliates beneficially own 44.5% of the Common Shares, 100% of the First
Preference Shares and 8.2% of the Third Preference Shares, representing approximately 38.0% of the voting shares
of the Corporation on a fully-diluted basis. Directors and officers of Central Capital beneficially own 1.9% of the
Common Shares, 0.6% of the Third Preference Shares and 25.7% of the Options, representing approximately 2.3%
of the voting shares of the Corporation on a fully-diluted basis. See “THE ARRANGEMENT — Conditions to the
Arrangement Becoming Effective”.

Under the Arrangement Agreement, subject to exception only in the event of an unsolicited offer or proposal by
a third party to acquire all of the Corporation, Central Capital has agreed that Central Capital and its affiliates will
vote all shares in the capital of the Corporation which they own or over which they exercise control or direction in
favour of the Arrangement Resolution. See “THE ARRANGEMENT — Details of the Arrangement”. Option Holders
holding two-thirds of the Options have entered into agreements with Westcoast whereby such Option Holders have
agreed to vote all Options held by them in favour of the Arrangement Resolution. See “THE ARRANGEMENT —
Treatment of Option Holders”.

Rights of Dissenting Shareholders

Under the Arrangement and the Interim Order, a Shareholder or Option Holder is entitled to dissent in respect
of the Arrangement Resolution and be paid the fair value of his Common Shares, First Preference Shares, Third
Preference Shares or Options if the Corporation has received from such Shareholder or Option Holder a written
objection at or prior to the Special Meeting. Provided that the Arrangement becomes effective, each dissenting
Shareholder or Option Holder will be entitled to be paid the fair value of his shares or Options in respect of which he
dissents in accordance with Section 184 of the MCA (as modified in certain respects by the Interim Order and the
Arrangement). See “THE ARRANGEMENT — Rights of Dissenting Shareholders or Option Holders™.

Court Approval

An arrangement under the MCA requires Court approval. Prior to the mailing of this Management Proxy
Circular, the Corporation obtained the Interim Order providing for the calling and holding of the Special Meeting
and certain other procedural matters. The Notice of Application for the Final Order is attached to the front of this
Management Proxy Circular.

The Corporation has been advised by Messrs. Thompson, Dorfman, Sweatman, counsel to the Corporation,
that the Court will consider, among other things, the fairness of the Arrangement to Shareholders.

13




Other Conditions of the Arrangement
Pursuant to the Arrangement Agreement, the respective obligations of the parties to the Arrangement
Agreement to complete the Arrangement and to file articles of arrangement giving effect to the Arrangement are
also subject to the satisfaction or mutual waiver by the Corporation, Westcoast and WestCoast Gas of certain
conditions, including the following:
(a) all regulatory approvals in respect of the Utilities Division and Westcoast, described under “THE
ARRANGEMENT — Regulatory Matters”, shall have been received;

(b) the Corporation shall have received the Advance Tax Ruling; and

(c) generally, all other consents, waivers, orders and approvals, including regulatory and judicial approvals
and orders, necessary for the completion of the Arrangement and the other transactions contemplated by
the Arrangement Agreement shall have been obtained or received and reasonably satisfactory evidence
thereof shall have been delivered to the other parties to the Arrangement Agreement. See “THE
ARRANGEMENT — Other Conditions of the Arrangement”.

Pursuant to the Arrangement Agreement, the obligations of WestCoast Gas and Westcoast to complete the
Arrangement are also subject to the satisfaction or waiver by WestCoast Gas and Westcoast of certain conditions,
including the following:

(a) generally, the representations and warranties of the Corporation and Central Capital set out in the
Arrangement Agreement shall be true and correct, in certain cases, on and as of the Effective Date and,
in other cases, on and as of the date of the Special Meeting;

(b) the consents, waivers, orders and approvals described in paragraph (c¢) above shall not contain terms or
conditions or require undertakings which would have a material adverse effect on the carrying on by
Propane Company of the Propane Division, consistent with prior practice, or the carrying on of the
Utilities Division, as a whole or in any of the Provinces of Ontario, Manitoba, Alberta or British
Columbia, consistent with prior practice;

(c) no substantial damage to the assets of the Utilities Division or the Propane Division shall have occurred
prior to the date of the Special Meeting which damage, taking into account all insurance proceeds
recoverable as a result thereof, shall have a material adverse effect on the carrying on of the Propane
Division, consistent with prior practice, or the carrying on of the Utilities Division, as a whole or in any of
the Provinces of Ontario, Manitoba, Alberta or British Columbia, consistent with prior practice; and

(d) no legislation shall have been enacted prior to the date of the Special Meeting which materially adversely
affects the carrying on of the Utilities Division, as a whole or in any of the Provinces of Ontario,
Manitoba, Alberta or British Columbia, consistent with prior practice, or the Propane Division, consistent
with prior practice, which legislation impacts principally companies carrying on like businesses in
Canada.

See “THE ARRANGEMENT — Other Conditions of the Arrangement”.

Canadian Federal Income Tax Considerations

Canadian residents other than dissenting shareholders who hold their Common Shares as capital property
(including Common Shares to be issued under the Change of Third Preference Shares) will realize a capital gain or
loss either on the disposition of their Common Shares or on the disposition of their Utilities Holdings Shares and
Propane Holdings Shares. Capital gains so realized by individual shareholders will not be eligible for the lifetime
capital gains exemption. The receipt and exercise of Warrants may give rise to income tax consequences. In general,
non-resident Shareholders other than dissenting shareholders will not be subject to tax as a result of the disposition
of shares under the Arrangement, but may be subject to Canadian withholding tax in respect of the issue or exercise
of Warrants. See “THE ARRANGEMENT — Canadian Federal Income Tax Considerations”.

United States Federal Income Tax Considerations

A United States person (that is, individuals who are citizens or residents of the United States and corporations,
trusts and estates which are regarded by the United States as “domestic” entities for Federal income tax purposes)
(a “U.S. Taxpayer”), who participates in the Arrangement, should not recognize gain or loss on the receipt of
Common Shares in exchange for Third Preference Shares. The U.S. Federal income tax consequences of the
Common Share Transfers and Sale of Utilities Holdings and Propane Holdings may vary depending upon whether
the form of the transaction is respected for U.S. Federal income tax purposes. If the form of the Arrangement is
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respected, a U.S. Taxpayer should recognize gain or loss in an amount equal to the difference between the fair
market value of the Propane Holdings Shares and Utilities Holdings Shares and his adjusted basis in the Common
Shares exchanged therefor. If the form of the transaction is recast by the United States Internal Revenue Service, a
U.S. Taxpayer in all likelihood will be treated as having received a dividend distribution, taxable as ordinary income,
in an amount equal to the cash received upon the Sale of Utilities Holdings and Propane Holdings. Because it is
uncertain whether the form of the proposed transaction will be respected by the United States Internal Revenue
Service or, if challenged by the United States Internal Revenue Service whether such challenge will be sustained by
a court, it may be advantageous to a U.S. Taxpayer, from a U.S. Federal income tax point of view, to dispose of his
Common Shares prior to the Effective Date. A U.S. Taxpayer should not recognize gain or loss upon the Change in
the Number of Common Shares Retained or upon receipt of Inter-City Products Ordinary Shares, except that a
U.S. Taxpayer who receives cash in lieu of fractional Inter-City Products Ordinary Shares will be treated as if such
fractional shares were issued and then redeemed for the amount of cash, which cash will be treated as a distribution
and may be taxable as a dividend. The tax consequences of the receipt of Warrants by a U.S. Taxpayer are unclear:
the receipt of Warrants could be treated as part of the consideration received in the Common Share Transfers, as a
distribution taxable as ordinary income or as a tax-free distribution of stock rights. In general, the exercise of
Warrants, the receipt of Class C 8% Convertible Preference Shares, and the conversion of Class C 8% Convertible
Preference Shares into Inter-City Products Ordinary Shares will not result in recognition of gain or loss to a U.S.
Taxpayer. In general, the sale, exchange or other disposition of Warrants, Class C 8% Convertible Preference Shares
or Inter-City Products Ordinary Shares may result in recognition of gain or loss to a U.S. Taxpayer. A dissenting
shareholder who is a U.S. Taxpayer, who complies with each of the steps required to dissent effectively, and who
receives a payment equal to the value of his Third Preference Shares or Common Shares will be considered to have
had his Third Preference Shares or Common Shares redeemed for the amount of cash received.

Summary Financial Information

The following table presents selected historical financial information for the Corporation. The table should be
read in conjunction with the historical financial statements and notes thereto included elsewhere in this
Management Proxy Circular.

Inter-City Gas Corporation

(In Millions of Canadian Dollars, Except Per Share Amounts)

Nine months ended Year ended December 31,

September 30, 1989 1988 1987 1986
(Unaudited)

REVENUES .« . oottt et e $1,388.1 $1,761.4 $1,6149 $1,362.4
Net income from continuing operations

— basic per common Share . ... soaw cowi vas v soes soen s 1.13 1:52 0.94 1.07
Total ASSets oz znie wan 2 e Dans S0n SV U058 T UES SaEn SRR 4 1,779.6 1,857.4 1,704.8 1,649.9
Long-term debt obligations (1) ...............ooieninn... 606.8 718.1 644.6 817.9
Dividends per common share ................c.oooi... 0.54 0.72 0.63 0.60
Book value per common share . .......................... 15.75 15.11 14.98 12.41

(1) Long-term debt obligations include long-term debt and redeemable preference shares.

Opinion of Financial Adviser

Burns Fry has provided an opinion to the Board of Directors that the Arrangement is fair from a financial point
of view to the Public Shareholders. A copy of this opinion which sets forth the factors considered and the
assumptions made appears as Schedule D to this Management Proxy Circular and should be read in its entirety.

Recommendation of Board of Directors

The Board of Directors has determined that the Arrangement is in the best interests of the Corporation and
fair to the Public Shareholders and recommends that they vote in favour of the Arrangement Resolution.

Interest of Central Capital and Other Insiders in the Arrangement

Central Capital and its affiliates hold approximately 38% of the voting shares of the Corporation on a
fully-diluted basis. On November 22, 1988, Central Capital announced its desire to dispose of its investment in the
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Corporation. Central Capital conducted the auction process which resulted in the execution of the Central Capital -
Westcoast Letter and the Letter of Understanding.

Central Capital and its affiliates own all of the outstanding Ultilities Holdings Shares and Propane Holdings
Shares. In 1989, dividends were declared and paid by Utilities Holdings and Propane Holdings, which dividends
were reinvested in newly issued shares of their respective payors. The result of the declaration and payment of such
dividends may reduce the amount of any capital gain that would be realized for Canadian income tax purposes on
the sale of Utilities Holdings Shares and Propane Holdings Shares under the Arrangement by Central Capital and
its affiliates.

Under the Arrangement Agreement and in acknowledgement of the role of Central Capital leading to the
execution of the Arrangement Agreement, the Corporation has agreed to reimburse Central Capital, forthwith upon
completion of the Arrangement, for the reasonable out-of-pocket expenses incurred by Central Capital in
connection with the Arrangement except for certain Excluded Expenses (as defined in the Arrangement
Agreement). For the period ended December 11, 1989, such expenses, which were in respect of legal and financial
advisory services, aggregated $1,151,152. After December 11, 1989, Central Capital will continue to be entitled to
reimbursement for certain of its out-of-pocket expenses. The Special Committee considered and recommended
reimbursement of these expenses for the period ended December 11, 1989 and the matters in respect of which
expenses will be reimbursed after that date.

All of the First Preference Shares, which are to be changed into Class C 8% Convertible Preference Shares
under the Arrangement, are owned by MICCI. Under the Arrangement, MICCI will issue, to or for the benefit of
each Inter-City Products Ordinary Shareholder other than MICCI, Warrants to purchase a percentage of the
Class C 8% Convertible Preference Shares held by it in order to provide Inter-City Products Ordinary Shareholders
(other than residents of any State in which the distribution of the Warrants or issuance of the Class C 8%
Convertible Preference Shares would be unlawful) with an opportunity to maintain their proportionate voting
interest in Inter-City Products on a fully-diluted basis. If any Warrants are not exercised, the proportion of the
voting shares of Inter-City Products on a fully-diluted basis held by Central Capital and its affiliates will increase.
The maximum increase in the proportion of the voting shares of Inter-City Products held on a fully-diluted basis by
Central Capital and its affiliates will not be determinable until such time as the Conversion Rate is determined but
may result in Central Capital and its affiliates holding in excess of 50% of the voting shares of Inter-City Products
on a fully-diluted basis.

Mr. H. Reuben Cohen, Q.C., a director of the Corporation, and Ms. Helen Meyer, Senior Vice-President and
Director of Merrill Lynch Canada Inc., are each directors of Petro-Canada.

If the Board Size Resolution is passed, four of the five directors of Inter-City Products will also be directors of
Central Capital.

Certain other interests of Central Capital and other insiders of the Corporation in the Arrangement are outlined
under “THE ARRANGEMENT — Interest of Central Capital and Other Insiders in the Arrangement”.

Stock Exchange Listings

The Inter-City Products Ordinary Shares will continue to be listed for trading on The Toronto Stock Exchange,
the Winnipeg Stock Exchange and the American Stock Exchange after the completion of the Arrangement.

The Toronto Stock Exchange has conditionally approved the listing of the Warrants, the Class C 8%
Convertible Preference Shares and the Inter-City Products Ordinary Shares issuable on the conversion of the
Class C 8% Convertible Preference Shares, subject to the fulfillment of all the requirements of such exchange,
including distribution to a minimum number of public holders. Application will be made to list the Inter-City
Products Ordinary Shares issuable on the conversion of the Class C 8% Convertible Preference Shares on the
Winnipeg Stock Exchange and the American Stock Exchange. Application will also be made to list the Class C 8%
Convertible Preference Shares and to admit the Warrants to dealings on the American Stock Exchange.




Summary of Market Prices of Common Shares and Third Preference Shares

The following tables summarize the market price ranges and volumes of trading of the Common Shares on The
Toronto Stock Exchange and the American Stock Exchange and of the market price ranges and volume of trading
of the Third Preference Shares on The Toronto Stock Exchange for the periods indicated:
The Toronto Stock Exchange

American Stock Exchange

High Low Volume High Low Volume
(thousands) (thousands)
Common Shares
1990 January 2 to January 31 $23.38 $22.50 372 U.S.$20.13 U.S.$18.88 101
1989 Fourth Quarter......... $24.88 $22.75 2,943 U.S.$21.13 U.S. $19.63 634
Third Quarter.......... $25.25 $23.75 4,233 US.$21.13 U.S. $20.38 2,445
Second Quarter ........ $25.50 $22.75 3,981 U.S. $21.38 U.S. $19.25 2,152
First Quarter........... $23.88 $21.00 6,469 U.S. $19.88 U.S. $17.50 1,617
1988 Fourth Quarter......... $23.63 $15.25 2,923 U.S.$19.63 U.S.$17.13 616
Third Quarter.......... $23.25 $17.00 9,007 U.S.$19.00 U.S. $14.00 486
Second Quarter ........ $17.38 $15.25 1,767 US.$1450 U.S.$12.38 96
First Quarter........... $17.13 $15.38 1,731 U.S. §13.25 U.S.§11.75 154
The Toronto Stock Exchange
High Low Volume
(thousands)
Third Preference Shares
1990 January 2 to January 31 $38.50 $37.13 17.4
1989 Fourth Quarter......... $40.75 $37.75 510.9
Third Quarter.......... $41.25 $35.00 248.5
Second Quarter ........ $41.75 $37.50 526.8
First Quarter........... $38.75 $35.00 365.0
1988 Fourth Quarter......... $38.88 $33.75 462.0
Third Quarter.......... $38.25 $30.25 1,604.7
Second Quarter ........ $31.00 $27.50 273.8
First Quarter........... $30.25 $28.00 217.5

On September 2, 1988, the Corporation announced that it had received unsolicited enquiries relating to the
purchase of certain of the Corporation’s business divisions and that the Corporation had been advised by Central
Capital that Central Capital had received unsolicited enquiries relating to, in one instance, the availability for sale of
the Common Shares controlled by Central Capital and, in two other instances, the availability for sale of certain
business units of the Corporation. On September 1, 1988, the closing prices of the Common Shares and the Third
Preference Shares on The Toronto Stock Exchange were $20.63 and $34.25, respectively, and the closing price of
the Common Shares on The American Stock Exchange was U.S.$16.50.

On July 4, 1989, the Corporation announced that it had entered into the Letter of Understanding. On July 3,
1989, the closing prices of the Common Shares and Third Preference Shares on The Toronto Stock Exchange were
$25.13 and $41.00, respectively, and the closing price of the Common Shares on the American Stock Exchange was
U.S.$21.00.

On December 12, 1989, the Corporation announced that it had entered into the Arrangement Agreement. On
December 11, 1989, the closing prices of the Common Shares and Third Preference Shares on The Toronto Stock
Exchange were $23.38 and $38.13, respectively, and the closing price of the Common Shares on the American
Stock Exchange was U.S.$20.00.

Eligibility for Investment in Canada

In the opinion of Osler, Hoskin & Harcourt, special counsel to the Corporation, had the Arrangement become
effective on the date hereof, the Common Shares to be issued on the Change of Third Preference Shares, Inter-City
Products Ordinary Shares and Class C 8% Convertible Preference Shares would be eligible investments without
resort to the “basket” provisions under the Canadian and British Insurance Companies Act and certain other
statutes and persons regulated by the Canadian and British Insurance Companies Act and certain other statutes
which hold the Common Shares (including the Common Shares to be issued on the Change of Third Preference
Shares) as eligible investments may accept the Utilities Holdings Shares and Propane Holdings Shares in exchange
for such Common Shares in accordance with such statutes.
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In the opinion of such counsel, the Common Shares to be issued on the Change of Third Preference Shares,
Inter-City Products Ordinary Shares and Class C 8% Convertible Preference Shares would be qualified investments
for certain trusts or plans under the Income Tax Act (Canada).

In the opinion of such counsel, the Utilities Holdings Shares and Propane Holdings Shares will be, if, as and
when listed on a prescribed stock exchange, qualified investments for certain trusts or plans under the Income Tax
Act (Canada).

In the further opinion of such counsel, the Warrants will be, if, as and when listed on a prescribed stock
exchange, qualified investments for certain trusts or plans under the Income Tax Act (Canada). See “THE
ARRANGEMENT — Eligibility for Investment in Canada”.

Inter-City Products Corporation

Inter-City Products will be comprised of the three main business units which currently represent the Energy
Products Division of the Corporation: Heil-Quaker, KeepRite and Thompson Pipe. Collectively, these business
units are engaged in the design, manufacture and marketing of residential and light commercial heating,
refrigeration and air conditioning equipment, heat transfer equipment and related products and the fabrication of
large diameter steel pipe.

Heil-Quaker is a leading U.S. manufacturer and distributor of heating and air conditioning products for the
residential and light commercial markets and sells its products under the “Heil”, “Tempstar”, “Kenmore” and
“ZoneAire” brand names. KeepRite is Canada’s largest manufacturer of room and residential air conditioners and is
also one of the leading Canadian producers of residential gas, oil and electric furnaces, light commercial heating and
air conditioning products, commercial refrigeration and heat transfer apparatus, primarily under the “KeepRite”,
“ICG”, “Electrohome” and “Unifin” brand names. Thompson Pipe fabricates large diameter steel pipe and fittings.

Inter-City Products’ principal business strategy will be to continue with the effective design, manufacture and
distribution of high quality and reliable residential and light commercial heating, refrigeration and air conditioning
equipment and related products and the improvement of market share for each of its products. To implement this
strategy, it is expected that Inter-City Products will concentrate on completing the integration of the operations of
Heil-Quaker and KeepRite to further capitalize on the strengths of the operations of each business unit and thereby
realize lower operating costs, increased sourcing flexibility and improved profitability.

Management expects to place particular emphasis on the United States market for residential and light
commercial heating and air conditioning products. In addition, management intends to aggressively target the
add-on and replacement markets for each of Inter-City Products’ products to reduce its reliance on the more
cyclical new housing markets,

The following table presents selected pro forma financial information for Inter-City Products. The table should

be read in conjunction with the pro forma financial information included elsewhere in this Management Proxy
Circular.

Inter-City Products Corporation

(In Millions of Canadian Dollars, Except Per Share Amounts)

Nine months ended
September 30, 1989

(unaudited)

REVEIUE . . .. e e $607.9
Net income from continuing operations

— basic perordinary share . ........ ... .0 ittt i i e e 1.89
TOIALIASSES v s s 2000 S0 & Pt SEas SAUE BAk ¥ A VAl Al wan AN WE % NN S e O0S & 486.6
Longsterm debt ‘obligations : ... « cxev s vowm von vy vaen a0 S0y SeaE s T OEE D8 Due s g 8 118.2
Book value per ordinary share. . ... ... .. . . . e 13.40

Board Size Resolution

In the event the Arrangement Resolution is passed, holders of Common Shares, First Preference Shares and
Third Preference Shares will be asked to consider and, if deemed advisable, to pass the Board Size Resolution fixing
the number of directors of Inter-City Products at five. The approval of the Board Size Resolution requires the
affirmative vote of two-thirds of the votes cast by Common Shareholders, First Preference Shareholders and Third
Preference Shareholders, voting together as a single class, at the Special Meeting. See “BoarRD SizE
RESOLUTION".
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MANAGEMENT INFORMATION CIRCULAR AND PROXY STATEMENT

This Management Proxy Circular is furnished in connection with the solicitation by the management and
board of directors of Inter-City Gas Corporation of proxies for use at the Special Meeting to be held at the time
and place and for the purposes set forth in the accompanying Notice of Special Meeting.

It is anticipated that this Management Proxy Circular and accompanying form of proxy will be first mailed to
Shareholders and Option Holders on or about February 19, 1990. Unless otherwise stated, information contained in
this Management Information Circular is given as at February 14, 1990.

The executive office of the Corporation is located at Suite 3500, 20 Queen Street West, Toronto, Ontario,
Canada, M5H 3R3 and its telephone number is (416) 598-0101. The registered and head office of the Corporation
is located at Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg, Manitoba, Canada, R3C 3T7 and its
telephone number is (204) 944-9920.

PURPOSE OF THE MEETING

The primary purpose of the Special Meeting is to submit the Arrangement Resolution to the holders of
Common Shares, First Preference Shares, Third Preference Shares and Options for their approval. The
Arrangement provides for the sale of the Utilities Division to WestCoast Gas and the Propane Division to
WestCoast Gas or, if WestCoast Gas assigns its right to acquire Propane Holdings Shares, to Petro-Canada.
Common Shareholders will sell their Utilities Holdings Shares and Propane Holdings Shares for an amount equal to
$21 per Common Share. In addition, certain liabilities of the Corporation will be assumed by Newco (and
ultimately Utilities Holdings) under the Arrangement and Propane Company under the Propane Rolldown. Certain
of these liabilities are to be repaid on the Effective Date.

The Corporation’s name will be changed to “Inter-City Products Corporation/Société de Produits Inter-Cité
Inc.” and the Common Shares will be redesignated as ordinary shares. Inter-City Products will be one of North
America’s leading corporations engaged in the design, manufacture and marketing of heating, refrigeration and air
conditioning equipment, heat transfer equipment and related products and will also be involved in the fabrication of
large diameter steel pipe and fittings. Management intends to focus on building market share in Inter-City Products’
main product lines and on completing the integration of Inter-City Products’ principal operations in Canada and the
United States to lower operating costs, improve product sourcing flexibility and provide better service to customers.

If the Arrangement is completed, Common Shareholders and Third Preference Shareholders will receive for
each 100 Common Shares or each 100 Third Preference Shares held, as the case may be:

Common Shares — $2,100 in cash, 25 Inter-City Products Ordinary Shares and 25 Warrants. Three Warrants
will entitle a holder to purchase one Class C 8% Convertible Preference Share for $25.

Third Preference Shares — $3,490.20 in cash, 41.55 Inter-City Products Ordinary Shares and 41.55 Warrants.
This results from the change under the Arrangement of each Third Preference Share into 1.662 Common Shares
and the treatment of these Common Shares under the Arrangement on the same basis as outlined above. This basis
for the change of Third Preference Shares into Common Shares represents, in effect, a premium from the current
conversion rate of 1.6393 and is intended to compensate holders of such shares for one foregone dividend in the
amount of $0.53125 per Third Preference Share which would be payable between the anticipated Effective Date and
May 2, 1990 when such shares would become redeemable at the option of the Corporation without the consent of
the holders thereof at a redemption price of $26 plus accrued and unpaid dividends.

If the Arrangement Resolution is approved, all Options issued under the Corporation’s Employee Stock Option
Plan will become vested and Option Holders who exercise their Options prior to the Effective Date will participate
in the Arrangement as Common Shareholders.

No certificates for fractional Inter-City Products Ordinary Shares will be issued. Arrangements will be made to
sell such fractional shares and the proceeds will be distributed on a pro rata basis to Shareholders entitled to such
interests. No fractional Warrants will be issued.

The Recapitalization is intended to provide what the Board of Directors has determined to be an appropriate
capital structure for Inter-City Products after the Arrangement. The Change in the Number of Common Shares
Retained is intended to improve liquidity in the trading market for Inter-City Products Ordinary Shares. In order to
facilitate the Arrangement, MICCI has acquired all of the outstanding First Preference Shares, which will be
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changed under the Arrangement into Class C 8% Convertible Preference Shares. Under the Arrangement, MICCI
will issue the Warrants. The number of Warrants to be issued will be equal to the number of outstanding Inter-City
Products Ordinary Shares held by Shareholders other than MICCI on the basis of one Warrant for each Inter-City
Products Ordinary Share held. The Warrants will entitle holders of Inter-City Products Ordinary Shares (other than
residents of any State in which the distribution of the Warrants or issuance of the Class C 8% Convertible
Preference Shares would be unlawful) to maintain their proportionate voting interest in Inter-City Products on a
fully-diluted basis by exercising the Warrants distributed to them under the Arrangement and converting the
Class C 8% Convertible Preference Shares acquired thereby into Inter-City Products Ordinary Shares.

Two new classes of preference shares will be created in order to provide future financing flexibility. The
Corporation has no present plans to issue any such preference shares. The Corporation’s existing three classes of
preference shares will be cancelled as the Corporation has no plans to issue any such shares in the future. See “THE
ARRANGEMENT” and “INFORMATION CONCERNING INTER-CITY PRODUCTS CORPORATION”.

At the Special Meeting, holders of Common Shares, First Preference Shares and Third Preference Shares will
also be asked to approve the Board Size Resolution fixing the number of directors of the Corporation at five. See
“BoARD SiZE RESOLUTION".

THE ARRANGEMENT
Background to the Arrangement
Initial Expressions of Interest in the Corporation

On September 2, 1988, the Board of Directors held a special meeting at which the Board was advised of recent
unsolicited enquiries which had been received by Central Capital relating to, in one instance, the availability for sale
of the Common Shares controlled by Central Capital and, in two other instances, the availability for sale of certain
business units of the Corporation. The Board was also advised that Mr. Robert G. Graham, the Chairman of the
Board, President and Chief Executive Officer, recently had received unsolicited enquiries relating to the purchase of
certain of the Corporation’s business divisions. At that meeting, the Board determined to retain Merrill Lynch as its
financial adviser in connection with any possible solicited or unsolicited offers and other possible transactions
involving the purchase or sale of all or some of the outstanding Common Shares or securities convertible into
Common Shares, or the sale of all or some of the subsidiaries, divisions or assets of the Corporation. Burns Fry was
subsequently engaged to provide similar financial advisory services. The Corporation issued a press release on
September 2, 1988 outlining these developments.

On November 3, 1988, representatives of Burns Fry and Merrill Lynch reported to the Board of Directors as to
the progress of their review of the Corporation’s operations and assets and as to their consideration of strategic
alternatives intended to maximize shareholder values, including the possible sale of the Corporation or certain of its
assets or business divisions, or various options relating to the restructuring or recapitalization of the Corporation.

On November 22, 1988, Central Capital announced that its board of directors had met and expressed a desire
to dispose of Central Capital’s investment in the Corporation. Central Capital’s board of directors believed that its
investment in the Corporation did not fit into Central Capital’s long-term strategic plans as a participant in the
financial services industry. Additionally, in light of concerns raised by federal and provincial regulators in Canada
with respect to commercial links between financial institutions and industrial corporations, rising interest rates
which caused Central Capital to consider various divestiture opportunities in order to reduce its outstanding
indebtedness, Central Capital’s view that the North American economy was approaching the end of a strong
economic cycle and the unsolicited enquiries received by Central Capital with respect to its interest in the
Corporation, as referred to above, Central Capital determined that it was an appropriate time to realize upon its
investment in the Corporation. Central Capital also announced that its management was authorized to hold
immediate discussions with the Board of Directors and management of the Corporation to maximize shareholder
values.

On December 8, 1988, the Corporation and Central Capital entered into a letter agreement (the “Letter
Agreement”) which confirmed Central Capital’s prior indication of its intention to dispose of its investment in the
Corporation on a basis which would provide equal treatment for all Common Shareholders. Pursuant to the Letter
Agreement, the Corporation agreed to make available to Central Capital certain non-public, confidential and
proprietary information (the “Confidential Information™) relating to the Corporation. Central Capital agreed to
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provide the Confidential Information only to third parties negotiating with it with respect to the acquisition of
control of the Corporation who entered into a confidentiality agreement (a “Confidentiality Agreement”) with the
Corporation. The Letter Agreement also provided that in the event that unforeseen circumstances should occur and
Central Capital should dispose of its investment in the Corporation on a basis which did not require and which did
not legally require that an equal offer be made to Common Shareholders other than Central Capital, Central Capital
would reimburse the Corporation for expenses incurred by the Corporation in preparing the Confidential
Information and assisting Central Capital in connection with its desired objective of providing a transaction to
realize maximum value for all Common Shareholders. The Letter Agreement was submitted for approval by and
was approved by all of the directors of the Corporation who are independent of Central Capital.

In order to facilitate Central Capital’s efforts to obtain a transaction in the best interests of all Shareholders, the
Corporation and Central Capital agreed that Merrill Lynch should be retained by Central Capital as Central
Capital’s financial adviser in connection with the auction process. Accordingly, the Corporation confirmed to Merrill
Lynch the termination of Merrill Lynch as financial adviser to the Corporation, effective January 15, 1989. Central
Capital also engaged Jamestown Investments as a financial adviser to assist it with the auction process.

Central Capital, together with Merrill Lynch and Jamestown Investments, identified and contacted
approximately 115 parties around the world who they believed might be interested in investigating the opportunity of
acquiring the Corporation. Confidentiality Agreements were entered into with 61 of such parties. Thirty-four of such
parties were from Canada, 21 were from the United States, four were from Europe and two were from Australasia.

These parties were provided with memoranda containing Confidential Information prepared by the Corporation
which described the Corporation and its operations and certain additional financial information and utilities
regulatory information (“Confidential Information Memoranda™). These parties were advised that a two stage
auction process was being utilized.

During the first stage of the auction process, parties were invited to review the Confidential Information
Memoranda. These parties were not provided access to the Corporation’s management or premises. Parties wishing
to proceed with an in-depth review of the Corporation were invited to provide a written non-binding indication of
interest in acquiring the shares of the Corporation. These parties were advised that following receipt of the
indications of interest, Central Capital and Merrill Lynch would select, at their sole discretion, the parties to be
invited to participate in the second stage of the auction process. Prior to the submission of indications of interest
during the first stage of the auction process, parties were advised that indications of interest to acquire all of the
shares of the Corporation or to acquire one or more of the Utilities Division, Propane Division or Energy Products
Division would be accepted.

After reviewing the non-binding indications of interest received by Central Capital from potential bidders at the
conclusion of the first stage of the auction process and after considering the prices suggested by the bidders in such
indications of interest and the perceived desire and ability of each such potential bidder to complete a transaction,
Central Capital and Merrill Lynch selected 11 bidders to proceed to the second stage of the auction process. Of
those parties invited to participate in the second stage, three had expressed initial interest in acquiring all of the
shares of the Corporation, in each case on behalf of a consortium of parties interested in the Corporation’s three
separate business divisions. The other eight participants in the second stage had expressed initial interest in one or
two of the business divisions of the Corporation.

During the second stage of the auction process, parties were given an opportunity to meet with the senior
management group of the Corporation to discuss the Corporation’s business and operations, tour its facilities and
selected branch locations and make use of a data room established to assist them in their due diligence review. The
second stage of the auction process was conducted during the period between early March, 1989 and May 30, 1989.

On May 2, 1989, Merrill Lynch wrote to the parties who had participated in the second stage of the auction
process inviting the submission of final proposals relating to the acquisition of all of the shares of the Corporation.
Final proposals were invited for two types of bids. The first type of bid (“Category A Bid”) was for all of the
outstanding Common Shares to be submitted on a cash per Common Share basis. The second type of bid
(“Category B Bid”) was to acquire any of the three separate business divisions of the Corporation for cash. Merrill
Lynch indicated to the parties that it was available to assist parties submitting Category A Bids to secure purchasers
for those business divisions which that party did not wish to retain by introducing, where appropriate, that party to
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one or more parties which had submitted a Category B Bid. The deadline established by Central Capital and Merrill
Lynch for the submission of Category A and Category B Bids was May 30, 1989.

Central Capital has advised the Corporation that, following receipt of Category A and Category B Bids, it
sought clarification of certain matters contained in certain of the Category A and Category B Bids which had been
received. Central Capital has further advised the Corporation that it discussed terms of certain Category A and
Category B Bids which had been received and sought clarification of the terms of such bids from the parties which
had submitted them. Mr. Robert G. Graham, Chairman of the Board, President and Chief Executive Officer of the
Corporation was involved in certain of these negotiations, including certain of the negotiations involving Westcoast.
Central Capital and Merrill Lynch advised the Corporation that no final bid proposals were received relating to the
acquisition of the Energy Products Division and that no Category A Bid was received which did not require the sale
of the Energy Products Division to a party other than the party submitting the Category A Bid. Central Capital has
advised the Corporation that, based on its review of the bid proposals received, it determined to enter into detailed
negotiations with Westcoast. This determination was reached primarily on the basis that the Westcoast bid proposal
provided the highest consideration for each of the Utilities Division and the Propane Division. In addition, the
Westcoast bid proposal involved fewer regulatory risks since Westcoast was familiar to certain provincial utilities
regulators with jurisdiction in respect of the completion of a transaction involving the Corporation’s utilities
operations, and Westcoast’s acquisition of these businesses would not require approval under the Investment Canada
Act. These negotiations resulted in the execution of the Central Capital-Westcoast Letter.

At a meeting held on July 4, 1989, the Board of Directors authorized Mr. Robert G. Graham to execute, on
behalf of the Corporation, the Letter of Understanding in respect of the proposed acquisition by Westcoast of the
Utilities Division and the Propane Division subject to subsequent approval of the Letter of Understanding by the
Board of Directors following receipt of a report of the Special Committee in respect thereof.

Letter of Understanding and Central Capital-Westcoast Letter

On July 4, 1989, the Corporation entered into the Letter of Understanding. On the same date, Central Capital
and Westcoast entered into the Central Capital-Westcoast Letter. By its terms, the Letter of Understanding was
binding upon the Corporation and Westcoast only after it was approved by the boards of directors of both the
Corporation and Westcoast and the Central Capital-Westcoast Letter was approved by the boards of directors of
both Central Capital and Westcoast. Westcoast has advised the Corporation that its board of directors approved the
Letter of Understanding and the Central Capital-Westcoast Letter on July 6, 1989. Central Capital has advised the
Corporation that its board of directors approved the Central Capital-Westcoast Letter on July 10, 1989.

Pursuant to the Letter of Understanding, the Corporation agreed that, during the period from the approval of
the Letter of Understanding by the boards of directors of the Corporation and Westcoast to the earlier of (a) the
date upon which the Corporation and Westcoast agreed that they would be unable to settle the definitive
agreements providing for the proposed acquisition and (b) December 31, 1989, provided that such definitive
agreements had not been settled by that date, it would not solicit, encourage, assist or agree to any offers or
proposals of any kind for the acquisition by any party other than Westcoast or Petro-Canada of the Utilities Division
or the Propane Division of the Corporation. This prohibition did not apply to unsolicited offers or proposals by third
parties to acquire the Corporation as a whole, The Corporation did agree, however, that if control of the Corporation
was acquired pursuant to any such offer or proposal the Corporation would pay a fee to Westcoast in the amount of
$10 million, if the successful offer or proposal was made by a party which at July 4, 1989 was not bound by a
confidentiality agreement with the Corporation, and in the amount of $15 million if the successful offer or proposal
was made by a party which at July 4, 1989 was bound by a confidentiality agreement with the Corporation.

Westcoast and the Corporation agreed to work diligently and in good faith towards settling definitive
agreements providing for the proposed acquisition by Westcoast of the Utilities Division and the Propane Division.
In addition, the Corporation agreed to cause the Ultilities Division and the Propane Division to be conducted in the
ordinary course of business consistent with past practice and so as to maintain the goodwill of such businesses.

Pursuant to the Central Capital-Westcoast Letter, Central Capital agreed that during the period from the
approval of the Central Capital-Westcoast Letter by the board of directors of each of Central Capital and Westcoast
to the time of the approval of the Letter of Understanding by the Board of Directors, it would not solicit, encourage,
assist or agree to any offer or proposal for the acquisition of the Corporation as a whole. The Central
Capital-Westcoast Letter also provided that, notwithstanding the foregoing, if during such period an offer or
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proposal to acquire the Corporation as a whole was made by an unsolicited third party, Central Capital could accept
such offer or proposal provided it paid a fee to Westcoast equal to one-half of the amount by which 70% of the
consideration received, directly or indirectly, by Central Capital under such third party offer or proposal exceeded
the consideration to be received, directly or indirectly, by Central Capital under the proposed acquisition by
Westcoast, subject to a minimum fee of $2 million and a maximum fee of $10 million.

Pursuant to the Central Capital-Westcoast Letter, Central Capital also agreed that, provided the Central
Capital-Westcoast Letter was approved by the board of directors of each of Central Capital and Westcoast, Central
Capital would not solicit, encourage, assist or agree to, and would not vote or allow to be voted any shares of the
Corporation controlled by Central Capital in favour of, any offer or proposal of any kind for the acquisition by any
party other than Westcoast or Petro-Canada of the Utilities Division or the Propane Division (except in connection
with the acquisition of the Corporation as a whole) until the earlier of (a) the date upon which the Corporation and
Westcoast agreed that they were unable to settle the definitive agreements providing for the proposed acquisition,
and (b) December 31, 1989, provided that such definitive agreements had not been settled by that date.

Subject to the provisions outlined above, Central Capital agreed, pursuant to the Central Capital-Westcoast
Letter, to cause any shares of the Corporation controlled by Central Capital to be voted in favour of the proposed
acquisition.

The provisions of the Letter of Understanding and the Central Capital-Westcoast Letter did not survive
execution of the Arrangement Agreement on December 11, 1989. The Arrangement Agreement, however, contains
provisions which restrict the ability of the Corporation and Central Capital to solicit offers for all or part of the
Corporation or take certain action in respect of certain offers or proposals and which require the Corporation to pay
a fee to Westcoast in the circumstances outlined above. See “THE ARRANGEMENT — Pre-Arrangement
Transactions and Obligations™.

Approval of Letter of Understanding By the Special Committee and Board of Directors

The Special Committee was established on March 16, 1989. Messrs. Michel Belanger, John H. Coleman,
William G. Davis, P.C., C.C., Q.C., John F. Fraser, J. Derek Riley, and Alan Sweatman, Q.C. were named to the
Special Committee. None of the members of the Special Committee is a member of management of the
Corporation or a director or officer of Central Capital or any of its affiliates, with the exception of Mr. John H.
Coleman who is a director of United Financial Management Limited, an indirect subsidiary of Central Capital.
Mr. Alan Sweatman Q.C. was elected Chairman of the Special Committee. The Special Committee was authorized
to consult with such lawyers, accountants and other professional advisers as it deemed appropriate in the course of
its activities. In connection with its mandate, the Special Committee met on April 13, 1989, May 17, 1989, July 19,
1989, July 27, 1989, August 3, 1989, September 19, 1989 and November 21, 1989. Mr. Davis resigned from the
Special Committee, effective July 4, 1989, as the legal firm to which he is counsel is counsel to Westcoast in
connection with Westcoast’s interest in the Corporation. Mr. Davis took no part in the activities of the Special
Committee on or after July 4, 1989.

At meetings of the Special Committee held on April 13, 1989 and May 17, 1989, representatives of Burns Fry
reported on, among other things, meetings and discussions that they had held with representatives of Merrill Lynch
in respect of a review of the status of the auction process at those dates. See “THE ARRANGEMENT — Background
to the Arrangement — Initial Expressions of Interest in the Corporation” and “THE ARRANGEMENT — Opinion of
Financial Adviser”.

Following July 4, 1989 and at the request of the Special Committee, representatives of Burns Fry met with
representatives of Merrill Lynch and Central Capital to review the auction process which had been conducted by
Merrill Lynch and Central Capital. That review included consideration of the number and identity of parties which
had been provided Confidential Information Memoranda, the indications of interest received following the first
stage of the auction process and bid proposals received following the second stage of the auction process.

At the meeting of the Special Committee held on August 3, 1989, Burns Fry reported on its meetings and
discussions with Merrill Lynch and Central Capital and advised the Special Committee that, based on those
meetings and its review of the bid proposals received following the second stage of the auction process, the
Westcoast bid proposal to acquire the Utilities Division and the Propane Division represented the bid proposal
offering the highest consideration for the Utilities Division and the Propane Division. At its August 3, 1989 meeting,
the Special Committee unanimously recommended to the Board of Directors approval of the Letter of
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Understanding. On August 3, 1989, the Board of Directors considered and unanimously approved the Letter of
Understanding.

The Arrangement Agreement

The board of directors of each of the Corporation, Westcoast, WestCoast Gas, Utilities Holdings, Propane
Holdings, Newco, Central Capital and MICCI have authorized the Arrangement and such companies have entered
into the Arrangement Agreement for the purpose of carrying out the Arrangement. The Arrangement Agreement
was amended in certain respects and restated pursuant to an amending agreement made as of February 12, 1990.
The amendments generally were intended to clarify certain matters and to deal with matters relevant to certain
regulatory approvals. A copy of the Arrangement Agreement is annexed as Schedule C to this Management Proxy
Circular and a copy of the Arrangement is annexed as Exhibit I to the Arrangement Agreement. The following
description of the Arrangement is qualified in its entirety by reference to the full text of the Arrangement
Agreement.

Pre-Arrangement Transactions and Obligations

The Arrangement Agreement requires that the Corporation reorganize in certain respects to facilitate the sale
of the Utilities Division and the Propane Division as separate business units. Prior to the Effective Date and subject
to receipt of the Advance Tax Ruling, the Corporation will undertake several transactions in order to combine the
Utilities Division in Utilities Company, transfer the Propane Division to Propane Company and reorganize its
capital structure. These transactions include:

(i) the transfer by the Corporation to Utilities Company of its 60% joint venture interest in the Manitoba
pipeline joint venture established pursuant to an agreement dated September 1, 1984 among the
Corporation, Omega Hydrocarbons Limited and The Manitoba Oil and Gas Corporation (its interest
now held by Tundra Oil and Gas Limited);

(ii) the transfer by the Corporation to Utilities Company of certain common stream agreements, gas
purchase agreements, transportation agreements and meter equipment and other marketing assets owned
by the Corporation in connection with the Utilities Division;

(iii) the transfer by CHL Holdings Inc., a corporation indirectly wholly-owned by the Corporation, to Utilities
Company of the series B preferred shares, common stock purchase warrants and an increasing rate
subordinated note of Itron, Inc. and five limited partnership units of AMRplus Partners;

(iv) the transfer by the Corporation to Utilities Company of all of the common shares of ICG Brunswick Gas
(1985) Inc. and all amounts owing to the Corporation by ICG Brunswick Gas (1985) Inc. and a 50%
common share interest in ICG Scotia Gas Ltd.;

(v) the Propane Rolldown;

(vi) at the option of the Corporation, a restructuring of the indebtedness owed by the Corporation to certain
Canadian chartered banks in respect of the Utilities Division such that Ultilities Company or its
subsidiaries will assume liability to repay directly to such banks the Corporation’s indebtedness in respect
of the Ultilities Division; and

(vii) the entering into of a pension and benefits agreement among Westcoast, WestCoast Gas, the
Corporation, Propane Company and Utilities Company under which responsibility for, and the assets and
liabilities relating to, the union and salaried pension and group benefit plans of the Corporation will be
allocated among the Corporation, Propane Company and Utilities Company.

It is the Corporation’s intention to effect such transactions on or prior to the Effective Date. In addition, the
Corporation has agreed to redeem the Second Preference Shares in accordance with their terms at a cost of
approximately $2.6 million prior to the Effective Date. On February 12, 1990, the Corporation issued a Notice of
Redemption providing for the redemption of the Second Preference Shares on March 15, 1990. The Corporation has
also agreed to suspend the operation of its employee stock option, share ownership and dividend reinvestment and
share purchase plans pending completion of the Arrangement.

The Arrangement Agreement provides that, until the Effective Date, neither the Corporation nor Central
Capital will solicit any offers or proposals for the acquisition of the Utilities Division or the Propane Division or
solicit or enter into any negotiations for the acquisition of the Corporation as a whole. In addition, Central Capital
has agreed not to vote any securities of the Corporation held by it or any of its subsidiaries in favour of any offer or
proposal for the acquisition of the Utilities Division or Propane Division (except in connection with the acquisition
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of the Corporation as a whole). The Corporation and Central Capital, however, are each able to terminate the
Arrangement Agreement in order to accept an unsolicited offer to acquire the Corporation as a whole provided the
Corporation pays a fee to Westcoast in the amount of $10 million, if such unsolicited offer is received from a party
which is not bound by a confidentiality agreement with the Corporation entered into on or after September 2, 1988,
and in the amount of $15 million, if such unsolicited offer is received from a party which is bound by such a
confidentiality agreement.

Prior to the Effective Date, the Corporation is required to afford Westcoast, WestCoast Gas, Petro-Canada and
their authorized representatives reasonable access to the Corporation, its officers, employees and agents and its
books and records in order to enable Westcoast, WestCoast Gas and Petro-Canada to continue their due diligence
investigations relating to the Ultilities Division and the Propane Division. Westcoast and Petro-Canada have agreed
to keep all non-public information obtained through such investigations confidential.

The Arrangement Agreement requires that the Corporation co-operate with Westcoast in using all reasonable
efforts to obtain the approval of the Shareholders and Option Holders and to support the granting of any consents
required in connection with the Arrangement. In this regard, the Corporation agreed with Westcoast that the Board
of Directors would recommend in this Management Proxy Circular that Shareholders and Option Holders vote in
favour of the Arrangement Resolution unless Burns Fry advised the Board of Directors that it was unable to provide
an opinion that the Arrangement is fair, from a financial point of view, to the Public Shareholders.

Westcoast has agreed that, until the Effective Date, subject to certain limited exceptions to facilitate the
Arrangement or unless the Board of Directors otherwise agrees, neither Westcoast nor any of its representatives or
affiliates will (i) acquire or propose to acquire any securities or assets of the Corporation; (ii) solicit proxies from
Shareholders or otherwise attempt to influence the conduct of Shareholders other than Shareholders who are
Option Holders; (iii) participate with any third party in order to propose or effect a transaction relating to the
acquisition of control of the Corporation or to influence the conduct of the Board of Directors; or (iv) make any
public announcement or disclosure with respect to the foregoing.

Details of the Arrangement

The Arrangement consists of the following four stages, certain of which will be completed in a number of steps,
which will occur and will be deemed to occur in the following order:

(i) the Change of Third Preference Shares;

(i) the Utilities Division and Propane Division Transactions, which are:
(a) the Common Share Transfers,
(b) the Propane Company Transfer,
(c) the Utilities Company Transfer, and
(d) the Sale of Utilities Holdings and Propane Holdings;
(iii) the Recapitalization, which includes:
(a) the Change in the Number of Common Shares Retained,
(b) the Creation of the Class C 8% Convertible Preference Shares and the Warrant Offering,
(c) the creation of the Class A Preference Shares and Class B Preference Shares,

(d) the cancellation of the Corporation’s first preference shares, second preference shares and the third
preference shares, and

(e) the Redesignation of Common Shares; and

(iv) the change of the Corporation’s name to “Inter-City Products Corporation/Société de Produits Inter-
Cité Inc.”.

Change of Third Preference Shares

The stated capital of the Third Preference Shares will be reduced to zero and amounts equal in the aggregate to
the stated capital of the Third Preference Shares will be added to the stated capital of the Common Shares and to a
surplus account of the Corporation. Each outstanding Third Preference Share will be changed into 1.662 Common
Shares. By their terms, the Third Preference Shares are convertible into Common Shares at a conversion ratio of
1.6393. Accordingly, the change of Third Preference Shares into Common Shares on this basis will provide Third
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Preference Shareholders, in effect, with a premium to the existing conversion ratio. (See “INFORMATION
CONCERNING THE CORPORATION — Description of Share Capital™). The change of the Third Preference Shares
into Common Shares on this basis is intended to compensate Third Preference Shareholders for one foregone
dividend in the amount of $0.53125 per Third Preference Share which would be payable between the anticipated
Effective Date and May 2, 1990 when such shares would become redeemable at the option of the Corporation
without the consent of the holders thereof at a redemption price of $26.00 per share plus accrued and unpaid
dividends. Assuming that all 2,717,527 Third Preference Shares outstanding as at January 31, 1990 are changed into
Common Shares under the Arrangement, 61,688 more Common Shares will be issued to Third Preference
Shareholders than would have been issuable on the conversion of the Third Preference Shares in accordance with
their terms. Third Preference Shares changed into Common Shares under the Arrangement will participate in the
other stages of the Arrangement as Common Shares.

Utilities Division and Propane Division Transactions

The Arrangement provides for the indirect ownership by Common Shareholders of Utilities Company (which
consists of corporations which, with the exception of ICG Ontario, ICG Utilities (Manitoba) Ltd. (formerly
Greater Winnipeg Gas Company), Bonnyville Gas Company Ltd. and ICG Scotia Gas Ltd., are, directly or
indirectly, wholly-owned subsidiaries of the Corporation) through the acquisition of Utilities Holdings Shares and of
Propane Company (a corporation to be incorporated which will be wholly-owned by the Corporation) through the
acquisition of Propane Holdings Shares to facilitate the sale as part of the Arrangement of all Utilities Holdings
Shares to WestCoast Gas and all Propane Holdings Shares to WestCoast Gas or, if WestCoast Gas assigns its right
to acquire Propane Holdings Shares, to Petro-Canada.

The Utilities Division Purchase Price is the aggregate of (i) $462 million, (ii) the net after-tax earnings of the
Utilities Division for the period between October 1, 1989 and December 31, 1989, and (iii) $9 million. The Propane
Division Purchase Price is the aggregate of (i) $220.8 million, (ii) (A) if the income before income taxes (and after
interest expense) of the Propane Division for the period between January 1, 1989 and December 31, 1989 less
income taxes payable by NASCO equals or exceeds $10 million, an amount equal to 50% of such income or (B) in
any other event, the amount of such income determined on the same basis less $5 million, and (iii) $3 million. The
aggregate amount of cash to be received by Common Shareholders for their Utilities Holdings Shares and their
Propane Holdings Shares will be equal to the product of $21 and the number of Common Shares participating in the
Arrangement. All Common Shares held by Shareholders immediately prior to the Arrangement, as well as
Common Shares issued pursuant to the Change of Third Preference Shares, other than Common Shares in respect
of which a Common Shareholder dissents in respect of the Arrangement Resolution, will participate in the
Arrangement. Holders of Common Shares participating in the Arrangement will be entitled to receive $21 in cash in
respect of each such Common Share. The balance of the Utilities Division Purchase Price and the Propane Division
Purchase Price will be satisfied by the assumption by Newco (and ultimately Utilities Holdings) and Propane
Company of certain liabilities (consisting of bank debt and an inter-company note in the principal amount of
approximately $41.5 million issued by the Corporation to ICG Ontario) of the Corporation, based on certain
assumptions, expected to be approximately $112.1 million. See “INFORMATION CONCERNING INTER-CITY
ProbpUCTS CORPORATION — Notes to Pro Forma Condensed Consolidated Financial Information (unaudited)”
and, in particular, Note 2(a) thereof.

Common Share Transfers

All Common Shareholders will transfer a portion of their Common Shares to Utilities Holdings in exchange for
Utilities Holdings Shares and a portion of their Common Shares to Propane Holdings in exchange for Propane
Holdings Shares. Utilities Holdings is wholly-owned by MICCI and has no material assets or undertaking other
than Common Shares. Propane Holdings is wholly-owned by MICC and Central Capital and has no material assets
or undertaking other than Common Shares and one common share of Newco.

The number of Common Shares to be transferred to Utilities Holdings and Propane Holdings in exchange for
Utilities Holdings Shares and Propane Holdings Shares, respectively, will be determined on the basis of a formula
set forth in the Arrangement. That formula is intended to result in each Common Shareholder transferring to
Utilities Holdings and Propane Holdings such proportion of his Common Shares as the aggregate value of Utilities
Holdings and Propane Holdings represents to the value of the Common Shares as at the Effective Time. For
purposes of illustration, it is assumed that all Third Preference Shares outstanding as at January 31, 1990 are
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changed into Common Shares under the Arrangement, all Options outstanding as at January 31, 1990 are exercised
prior to the Effective Date, no holders of Common Shares, Third Preference Shares or Options exercise rights of
dissent in respect of the Arrangement Resolution and that the aggregate fair market value of the outstanding
Common Shares at the Effective Time is based on the closing market price for Common Shares on The Toronto
Stock Exchange on February 9, 1990. Based on these assumptions 28,986,362 Common Shares will be outstanding
following the Change of Third Preference Shares. It is also assumed that approximately $377.9 million will be paid
by WestCoast Gas for the Ultilities Holdings Shares and approximately $230.8 million will be paid by WestCoast
Gas for the Propane Holdings Shares or, if WestCoast Gas assigns its right to acquire Propane Holdings Shares, by
Petro-Canada. Based on these assumptions, (a) approximately 57.0% of the then outstanding Common Shares will
be held by Utilities Holdings, (b) approximately 34.8% of the then outstanding Common Shares will be held by
Propane Holdings and (c) approximately 8.2% of the then outstanding Common Shares will be retained and
redesignated as ordinary shares. See “THE ARRANGEMENT — Details of the Arrangement — Recapitalization —
Redesignation of Common Shares”.

Propane Company Transfer

The Propane Company Transfer provides for the acquisition by Propane Holdings of all of the shares of
Propane Company. The Propane Company Transfer will be effected in the following steps:

(a) the Corporation will transfer all of the outstanding shares of Propane Company to Propane Holdings in
exchange for special shares of Propane Holdings;

(b) Propane Holdings will redeem the special shares in its capital held by the Corporation for a promissory
note (the “Propane Holdings Note™);

(c) the Corporation will purchase for cancellation the Common Shares held by Propane Holdings for a
promissory note (the “ ICG Propane Note”); and

(d) the Propane Holdings Note held by the Corporation will be set-off against the ICG Propane Note held
by Propane Holdings and the two notes will be cancelled.

Propane Company (a corporation to be incorporated under the name ICG Propane Inc.) will be wholly-owned
by the Corporation; and Propane Holdings (The Chancellor Holdings Corporation) is wholly-owned by MICC and
Central Capital. All of the business of the Propane Division will be carried on by the Propane Company and
NASCO at the Effective Time.

Utilities Company Transfer

The Utilities Company Transfer provides for the acquisition by Utilities Holdings of all of the shares of Utilities
Company. The Ultilities Company Transfer will be effected in the following steps:

(a) the Corporation will transfer all of the outstanding common shares of Utilities Company to Newco in
exchange for special shares of Newco and the assumption by Newco of certain liabilities of the
Corporation;

(b) Newco will redeem the special shares in its capital held by the Corporation for a promissory note (the
“Newco Note™);

(c) Newco will be wound up into Utilities Holdings with Utilities Holdings thereby acquiring all of Newco’s
assets, including all of the outstanding common shares of Utilities Company and assuming all of Newco’s
liabilities, including its obligations under the Newco Note;

(d) the Corporation will purchase for cancellation the Common Shares held by Utilities Holdings for a
promissory note (the “ICG Ultilities Note™); and

(e) the Newco Note held by the Corporation will be set-off against the ICG Utilities Note held by Ultilities
Holdings and the two notes will be cancelled.

The amount of liabilities of the Corporation to be assumed by Newco (and ultimately Utilities Holdings) is
dependent on a number of factors, including the number of Common Shares participating in the Arrangement, the
amount of net after-tax earnings (or loss) of the Utilities Division for the period between October 1, 1989 and
December 31, 1989 and the amount of liabilities to be assumed by Propane Company as described above under
“Propane Company Transfer”.
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Utilities Company (ICG Canada and its subsidiaries) is, with the exception of ICG Ontario, ICG Utilities
(Manitoba) Ltd. (formerly Greater Winnipeg Gas Company), Bonnyville Gas Company Ltd. and ICG Scotia Gas
Ltd., directly and indirectly wholly-owned by the Corporation; Ultilities Holdings (2451417 Manitoba Ltd.) is
wholly-owned by MICCI; and Newco (2484685 Manitoba Ltd.) is wholly-owned by Utilities Holdings. All of the
business of the Utilities Division will be carried on by Utilities Company at the Effective Time. Newco has no
material assets or undertaking.

Sale of Utilities Holdings and Propane Holdings

The option granted by Central Capital and held by MICC in respect of the one outstanding common share of
Propane Holdings will be cancelled. Central Capital will sell the one outstanding common share of Propane
Holdings for $1.00 to WestCoast Gas or, if WestCoast Gas assigns its rights to acquire Propane Holdings Shares, to
Petro-Canada. Common Shareholders will then sell all of the outstanding Ultilities Holdings Shares to WestCoast
Gas and all of the outstanding Propane Holdings Shares to WestCoast Gas or, if WestCoast Gas assigns its rights to
acquire Propane Holdings Shares, to Petro-Canada for cash in an aggregate amount equal to the product of $21 and
the number of Common Shares participating in the Arrangement.

All Common Shares held by Shareholders immediately prior to the Arrangement, as well as Common Shares
issued pursuant to the Change of Third Preference Shares, other than Common Shares in respect of which a
Common Shareholder dissents in respect of the Arrangement Resolution, will participate in the Arrangement.
Holders of Common Shares participating in the Arrangement will be entitled to receive $21 in cash in respect of
each such Common Share.

Recapitalization
Change in the Number of Common Shares Retained

The number of Common Shares retained by Common Shareholders and outstanding following the Common
Share Transfers will be changed such that, immediately following the Arrangement, the number of Inter-City
Products Ordinary Shares will be one-quarter of the number of Common Shares as were outstanding immediately
following the Change of Third Preference Shares.

A substantial number of the Common Shares will be transferred to Ultilities Holdings and Propane Holdings
under the Arrangement and purchased for cancellation under the Ultilities Company Transfer and Propane
Company Transfer. The Change in the Number of Common Shares Retained is intended to increase liquidity in the
trading market for Inter-City Products Ordinary Shares by increasing the number of outstanding Inter-City
Products Ordinary Shares from that which would otherwise have been outstanding after the Arrangement.

The effect of the Change in the Number of Common Shares Retained and subsequent stages of the
Arrangement will be that a Common Shareholder holding 100 Common Shares immediately prior to the
Arrangement will hold 25 Inter-City Products Ordinary Shares immediately following the Arrangement. This will
be the case regardless of the number of Common Shares transferred by such shareholder pursuant to the Common
Share Transfers.

The Arrangement further contemplates that the retained Common Shares will be redesignated as ordinary
shares and that new share certificates will be issued to reflect the new name of the Corporation and the actual
number of ordinary shares to be retained by Common Shareholders. Therefore, following the Change in the
Number of Common Shares Retained, the Redesignation of Common Shares and the renaming of the Corporation
as “Inter-City Products Corporation/Société de Produits Inter-Cité Inc.”, Common Shareholders will remain
shareholders of the Corporation and their proportionate voting interest in the Corporation (after taking into account
the Change of Third Preference Shares and elimination of fractional interests) will remain unchanged. Shareholders
will be given the opportunity through the Warrant Offering to maintain their proportionate voting interest on a fully-
diluted basis.

Creation of the Class C 8% Convertible Preference Shares and Warrant Offering

Purchase of First Preference Shares

In order to facilitate the Arrangement, MICCI acquired all of the outstanding First Preference Shares from
Norcen International Ltd. (“NIL”) on December 27, 1989. The Recapitalization includes the change of the First
Preference Shares, none of which are convertible into Common Shares or other securities of the Corporation and all
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of which are held by MICCI, into Class C 8% Convertible Preference Shares and the issuance by MICCI of the
Warrants. The Warrant Offering is intended to provide Inter-City Products Ordinary Shareholders with an
opportunity to maintain their proportionate voting interest in Inter-City Products on a fully-diluted basis.

The First Preference Shares were issued in January, 19835 in connection with the acquisition by the Corporation
and two of its subsidiaries from Norcen Energy Resources Limited (“Norcen™) of Northern and Central Gas
Corporation Limited (“Northern and Central™), which subsequently was renamed ICG Utilities (Ontario) Ltd. In
connection with that acquisition, the Corporation acquired from Northern and Central a demand subordinated note
(“Norcen Note™) of Newco Ltd. (a predecessor of Norcen) bearing interest at 7.6% per annum. The Corporation
and Norcen also entered into an agreement dated January 25, 1985 (the “Set-Off Agreement”) whereby any failure
on the part of the Corporation to meet any dividend, purchase or redemption obligation in respect of the First
Preference Shares could, at the option of Norcen, be set-off in satisfaction of interest or principal payments in
respect of the Norcen Note, and any failure on the part of Norcen to make any interest or principal payments in
respect of the Norcen Note could, at the option of the Corporation, be set-off in satisfaction of any dividend,
purchase or redemption obligation in respect of the First Preference Shares. The Set-Off Agreement also provided
that Norcen could not transfer the First Preference Shares without the consent of the Corporation and that the
Corporation could not transfer the Norcen Note without the consent of Norcen.

Central Capital, MICCI, Norcen and NIL entered into an agreement dated December 12, 1989 which
provided for the acquisition by MICCI from NIL of the First Preference Shares for an aggregate purchase price of
$60,998,000, subject to adjustment for accrued and unpaid dividends. Such purchase price was determined on the
basis of $700 per First Preference Share (being the redemption price for the First Preference Shares). MICCI also
agreed to assume the indebtedness of Norcen under the Norcen Note in the principal amount of $45,628,000 in
consideration for the payment by Norcen to MICCI of an amount equal to that principal amount and all accrued
and unpaid interest thereon to December 27, 1989. The Corporation consented to the transfer of the First Preference
Shares from Norcen to NIL and to the subsequent transfer of such shares from NIL to MICCL.

The terms of the First Preference Shares require that the Corporation seek to purchase for cancellation First
Preference Shares in a prescribed amount on January 1 of each year from 1988 to 1995. First Preference Shares
with a par value of $8,001,000 were scheduled for purchase on January 1, 1990. Under the Arrangement Agreement,
MICCI has agreed to defer tendering such First Preference Shares until 30 days after the Termination Date (as
defined in the Arrangement Agreement) and not to tender such shares if the Arrangement is completed. Under the
Arrangement Agreement, the Corporation has agreed to demand and MICCI has agreed to pay on the Effective
Date the principal amount due on the Norcen Note plus accrued interest thereon to the Effective Date. The
Corporation has advised MICCI and Central Capital that it will not demand for payment any principal amount
outstanding under the Norcen Note without the prior written consent of MICCI and Central Capital except in
accordance with the schedule of principal payments in respect of the Norcen Note fixed by the terms of the First
Preference Shares (with the payment of $4,148,000 scheduled for December 31, 1989 deferred until April 30, 1990)
provided that in the event of any default in the payment of interest or a principal instalment on the Norcen Note,
when due, and subject to operation of a notice and cure provision, the Corporation may demand payment of the full
amount then payable under the Norcen Note.

Change of First Preference Shares

The Articles of the Corporation will be amended to change the 87,140 outstanding First Preference Shares into
2,439,920 Class C 8% Convertible Preference Shares. The change of the First Preference Shares into Class C 8%
Convertible Preference Shares is part of the Recapitalization intended to establish what the Board of Directors has
determined to be a more appropriate capital structure for Inter-City Products. The Board of Directors believes it
appropriate to convert the First Preference Shares into Class C 8% Convertible Preference Shares as part of the
Arrangement, because this change will eliminate the requirement to redeem $60 million of equity over the next five
years and, in the opinion of the Board, will provide Shareholders with a more attractive security than the First
Preference Shares.

The stated capital of the First Preference Shares will be reduced to zero and amounts equal in the aggregate to
the stated capital of the First Preference Shares will be added to the stated capital of the Inter-City Products
Ordinary Shares and to a surplus account of the Corporation. The stated capital of the Inter-City Products Ordinary
Shares will be reduced by $51,388,000 and an amount equal to $51,388,000 will be added to the stated capital of the
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Class C 8% Convertible Preference Shares. A copy of the terms and conditions of the Class C 8% Convertible
Preference Shares is annexed as Appendix I to the Arrangement annexed as Exhibit I to the Arrangement
Agreement. The following is a summary of the material attributes of the Class C 8% Convertible Preference Shares.

Dividends

The holders of the Class C 8% Convertible Preference Shares will be entitled to receive, as and when declared
by the Board of Directors, fixed cumulative preferential cash dividends at the rate of $2.00 per share per annum
payable quarterly on the first day of January, April, July and October in each year. The first dividend payment on
the Class C 8% Convertible Preference Shares will be $0.50, representing a pro-rated dividend payment in respect of
the last dividend payment period for the First Preference Shares and a pro-rated dividend payment in respect of the
first dividend period for the Class C 8% Convertible Preference Shares. Warrantholders will be entitled to receive
dividends accruing on the Class C 8% Convertible Preference Shares after the Warrant Expiry Date.

Priority
The Class C 8% Convertible Preference Shares shall be entitled to preference over the Inter-City Products
Ordinary Shares, and shall rank junior to the Class A Preference Shares and Class B Preference Shares with respect

to the payment of dividends and the distribution of assets or return of capital in the event of liquidation, dissolution
or winding-up, whether voluntary or involuntary.

Conversion Privilege

The registered holder of a Class C 8% Convertible Preference Share shall have the right, at his option, at any
time on or after the first business day immediately following the Warrant Expiry Date and prior to the close of
business on the earlier of (i) June 30, 2000 and (ii) in the case of Class C 8% Convertible Preference Shares called
for redemption, the business day immediately preceding the date fixed for redemption of such shares, to convert
such Class C 8% Convertible Preference Share into fully paid and non-assessable Inter-City Products Ordinary
Shares at a conversion rate (the “Conversion Rate™) for each share determined by dividing (a) $25.00 by (b) 110%
of the weighted average trading price (“Weighted Average Trading Price™) for the Inter-City Products Ordinary
Shares (determined by dividing the aggregate sale price of all Inter-City Products Ordinary Shares sold in board lots
on The Toronto Stock Exchange during the period of 20 consecutive trading days commencing on the 30th day
following the Effective Date by the total number of Inter-City Products Ordinary Shares so sold in such board lots).
As soon as practicable following the Warrant Commencement Date, Inter-City Products will publish a notice
specifying the Conversion Rate. The Conversion Rate is subject to adjustment in certain events, If a Class C 8%
Convertible Preference Share is called for redemption and Inter-City Products shall fail to redeem such share in
accordance with the notice of redemption, the right of conversion shall revive and continue as if such Class C 8%
Convertible Preference Share had not been called for redemption. The registered holders of Class C 8% Convertible
Preference Shares will be entitled to not less than 21 days and not more than 50 days notice of the date on which the
conversion privilege is to expire.

No adjustment will be made for dividends on Inter-City Products Ordinary Shares issuable upon conversion or
dividends accrued on Class C 8% Convertible Preference Shares surrendered for conversion. Fractional shares will
not be issued on any conversion, but in lieu thereof, Inter-City Products will make an equivalent cash payment in
respect of such fractions.

See “INFORMATION CONCERNING INTER-CITY PRODUCTS — Description of Share Capital” for a description
of the attributes of the Inter-City Products Ordinary Shares.

Redemption

The Class C 8% Convertible Preference Shares will not be redeemable on or prior to December 31, 1991;
thereafter and on or prior to June 30, 1993, the Class C 8% Convertible Preference Shares will be redeemable at
$25.00 per share plus accrued and unpaid dividends if and only if the Redemption Trading Price is at least equal to
120% of 110% of the Weighted Average Trading Price. The Redemption Trading Price shall be equal to the
weighted average of the trading prices at which board lots of the Inter-City Products Ordinary Shares have traded
on The Toronto Stock Exchange, determined by dividing the aggregate sale price of all Inter-City Products
Ordinary Shares sold in board lots on The Toronto Stock Exchange by the total number of Inter-City Products
Ordinary Shares so traded in such board lots, during the period of 20 consecutive trading days ending on the fifth
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trading day prior to the date of sending the notice of redemption. The Class C 8% Convertible Preference Shares
will be redeemable at any time after June 30, 1993 at $25.00 per share plus accrued and unpaid dividends.

Adjustment of Conversion Rate

The provisions attaching to the Class C 8% Convertible Preference Shares provide for the adjustment of the
Conversion Rate in certain events, including:

(a) the subdivision or consolidation or reclassification of the outstanding Inter-City Products Ordinary
Shares;

(b) the issue of any Inter-City Products Ordinary Shares or securities exchangeable for or convertible into
Inter-City Products Ordinary Shares to all or substantially all holders of Inter-City Products Ordinary
Shares by way of stock dividend, other than an issue of Inter-City Products Ordinary Shares or securities
exchangeable for or convertible into Inter-City Products Ordinary Shares to holders of Inter-City
Products Ordinary Shares who have elected to receive dividends in Inter-City Products Ordinary Shares
or securities exchangeable for or convertible into Inter-City Products Ordinary Shares in lieu of receiving
cash dividends paid in the ordinary course; and

(c) the distribution to all or substantially all holders of Inter-City Products Ordinary Shares of shares of any
other class or of rights, options or warrants (other than rights, options or warrants to acquire within a
period of 45 days Inter-City Products Ordinary Shares or securities convertible into or exchangeable for
Inter-City Products Ordinary Shares at greater than 95% of the Current Market Price, as such term is
defined below, of the Inter-City Products Ordinary Shares) or of evidences of indebtedness or of assets
(excluding dividends paid in the ordinary course), unless the holders of the Class C 8% Convertible
Preference Shares are allowed to participate as though they had converted their Class C 8% Convertible
Preference Shares into Inter-City Products Ordinary Shares prior to the applicable record date for such
distribution.

Inter-City Products will be required to give at least 14 days notice to holders of Class C 8% Convertible
Preference Shares of the record date for any of the above events. The holders of Class C 8% Convertible Preference
Shares will be entitled to notice of all adjustments in the Conversion Rate. Inter-City Products will not be required
to make adjustments in the Conversion Rate unless the cumulative effect of such adjustments would change the
Conversion Rate then in effect by at least 1%.

The “Current Market Price” of the Inter-City Products Ordinary Shares at any date is defined as the average
weighted price at which the Inter-City Products Ordinary Shares have traded on The Toronto Stock Exchange, or, if
the Inter-City Products Ordinary Shares are not listed and posted for trading on The Toronto Stock Exchange, on
such stock exchange on which such shares are listed and posted for trading which may be selected for such purpose
by the Board of Directors or, if the Inter-City Products Ordinary Shares are not then listed and posted for trading on
any stock exchange, then on the over-the-counter market, during the 20 consecutive trading days ending on a date
not earlier than the second trading day preceding such date.

Purchase for Cancellation

Except as noted under “Restriction on Dividends, Retirement and Issue of Shares”, Inter-City Products may at
any time or from time to time purchase for cancellation all or any number of Class C 8% Convertible Preference
Shares at any price by tender to all holders of Class C 8% Convertible Preference Shares or through the facilities of
any stock exchange on which the Class C 8% Convertible Preference Shares are listed and posted for trading or in
any other manner provided that the purchase price does not exceed the highest price offered on the date of such
purchase for a board lot of Class C 8% Convertible Preference Shares on any stock exchange on which such shares
are listed and posted for trading.

Except as noted under “Restriction on Dividends, Retirement and Issue of Shares”, during each period of 12
consecutive months commencing June 30, 2000, Inter-City Products will make reasonable efforts to purchase for
cancellation in the open market 10% of the Class C 8% Convertible Preference Shares outstanding at the
commencement of such 12 month period at a price not to exceed the redemption price of such shares plus costs of
purchase.
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Restriction on Dividends, Retirement and Issue of Shares

_So long as any of Class C 8% Convertible Preference Shares are outstanding, Inter-City Products shall not, at
any time, without the approval of the holders of the outstanding Class C 8% Convertible Preference Shares:

(a) declare, pay or set apart for payment any dividend on the Inter-City Products Ordinary Shares or any
other shares of Inter-City Products ranking junior to the Class C 8% Convertible Preference Shares
(other than a stock dividend payable in shares of Inter-City Products ranking junior to the Class C 8%
Convertible Preference Shares);

(b) call for redemption, redeem, purchase, retire for value or make any capital distribution on or in respect of
any Inter-City Products Ordinary Shares or any other shares of Inter-City Products ranking junior to the
Class C 8% Convertible Preference Shares (except out of the net cash proceeds of a substantially
concurrent issue of shares of Inter-City Products ranking junior to the Class C 8% Convertible
Preference Shares);

(c) call for redemption, redeem, purchase or otherwise retire for value less than all the Class C 8%
Convertible Preference Shares then outstanding;

(d) except pursuant to any purchase obligation, sinking fund, retraction privilege or mandatory redemption
provisions attaching to the Class C 8% Convertible Preference Shares, call for redemption, redeem,
purchase or otherwise retire any other shares of Inter-City Products ranking on a parity with the Class C
8% Convertible Preference Shares; or

(e) reserve, set aside, allot or issue any shares ranking prior to or on a parity with the Class C 8% Convertible
Preference Shares,

unless all dividends up to and including the dividend payment date for the last complete period for which dividends
shall be payable shall have been declared and paid or set apart for payment in respect of the Class C 8% Convertible
Preference Shares and all cumulative shares of Inter-City Products ranking prior to or on a parity with the Class C
8% Convertible Preference Shares in respect of the payment of dividends and there shall have been paid or set apart
for payment all declared and unpaid non-cumulative dividends in respect of all non-cumulative shares of Inter-City
Products ranking prior to or on a parity with the Class C 8% Convertible Preference Shares in respect of the
payment of dividends.

Voting Rights

Subject to applicable law, the holders of Class C 8% Convertible Preference Shares will not be entitled as such
to receive notice of or to attend or to vote at any meeting of the shareholders of Inter-City Products unless
Inter-City Products shall have failed to pay eight quarterly dividends, whether or not consecutive, on the Class C 8%
Convertible Preference Shares. In that event and so long as any dividends on such shares remain in arrears, the
holders of such shares will be entitled to receive notice of and to attend meetings of shareholders at which directors
are to be elected and will be entitled to one vote for each share held for the election of two members of the Board of
Directors. The number of directors of the Corporation is currently fixed at twelve and, in the event the Board Size
Resolution is approved, will be fixed at five. It would be necessary for there to be a vacancy on the Board of
Directors or an increase in the number of directors approved by special resolution in order for directors to be elected
by Class C 8% Convertible Preference Shareholders.

Modification

Any amendment to the Articles of Inter-City Products to remove or vary any rights, privileges, restrictions or
conditions attaching to the Class C 8% Convertible Preference Shares, in addition to authorization by special
resolution, must be given by at least two-thirds of the votes cast at a meeting of the holders of Class C 8%
Convertible Preference Shares duly called for that purpose and at every such meeting a holder of Class C 8%
Convertible Preference Shares shall be entitled to one vote in respect of each Class C 8% Convertible Preference
Share held in addition to any other vote required by the MCA.

Liquidation
In the event of the liquidation, dissolution or winding-up of Inter-City Products, or any other distribution of its
assets among its shareholders for the purpose of winding up its affairs, the holders of Class C 8% Convertible
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Preference Shares will be entitled to receive $25.00 per share plus an amount equal to all accrued and unpaid
dividends thereon up to the date of payment or distribution before any payment or distribution is made to the
holders of the Inter-City Products Ordinary Shares or any other shares ranking junior to the Class C 8% Convertible
Preference Shares. Upon payment of such amounts, the holders of the Class C 8% Convertible Preference Shares
will not be entitled to share in any further distribution of the assets of Inter-City Products.

Warrant Offering

MICCI will issue the Warrants to or for the benefit of each Inter-City Products Ordinary Shareholder other
than MICCI in order to provide Inter-City Products Ordinary Shareholders (other than residents of any State in
which the distribution of the Warrants or issuance of the Class C 8% Convertible Preference Shares would be
unlawful) with an opportunity to maintain their proportionate voting interest in Inter-City Products on a
fully-diluted basis by exercising the Warrants distributed to them under the Arrangement and converting the
Class C 8% Convertible Preference Shares acquired thereby into Inter-City Products Ordinary Shares. The number
of Warrants will be equal to the number of outstanding Inter-City Products Ordinary Shares held by shareholders
other than MICCI and will be issued on the basis of one Warrant for each Inter-City Products Ordinary Share held.
The Warrants which would otherwise be issued to holders of Inter-City Products Ordinary Shares who are residents
of a State in which such issuance would be unlawful will be issued to a warrant sales agent for the benefit of such
holders. The warrant sales agent will dispose of such Warrants and the net proceeds of disposition will be allocated
and distributed, pro rata, among such holders. Three Warrants will be required to purchase one Class C 8%
Convertible Preference Share from MICCI for a purchase price of $25.00. No fractional Warrants will be issued.

The Warrants may be exercised at any time during the 21 day period commencing on the Warrant
Commencement Date and terminating on the Warrant Expiry Date. The Warrant Commencement Date will be the
business day following a period of 30 calendar days plus a period of 20 trading days after the Effective Date.

The Toronto Stock Exchange has conditionally approved the listing and posting for trading of the Warrants,
subject to the fulfillment of all the requirements of such exchange, including distribution to a minimum number of
public holders. Application will also be made to list the Class C 8% Convertible Preference Shares and to admit the
Warrants to dealings on the American Stock Exchange. See “THE ARRANGEMENT — Details of the
Arrangement — Recapitalization — Creation of Class C 8% Convertible Preference Shares and Warrant
Offering — The Warrant Offering”.

Creation of Class A Preference Shares and Class B Preference Shares

The Articles of the Corporation will be amended to provide for the creation of Class A and Class B Preference
Shares in order to provide future financing flexibility. The Board of Directors has no present plans to issue any such
Preference Shares. For a description of the terms and conditions of the Class A and Class B Preference Shares, see
“INFORMATION CONCERNING INTER-CITY PRODUCTS CORPORATION — Description of Share Capital — Class A
Preference Shares and Class B Preference Shares”. A copy of the terms and conditions of the Class A Preference
Shares and Class B Preference Shares is annexed as Appendix II to the Arrangement annexed as Exhibit I to the
Arrangement Agreement.

Subject to the discussion below, Class A Preference Shares or Class B Preference Shares would be available for
issuance without further action by shareholders. The creation of a series of Class A Preference Shares or Class B
Preference Shares could be limited in certain circumstances by the provisions of Ontario Securities Commission
Policy Statement 1.3 relating to “Restricted Shares” which requires minority shareholder approval for the creation
of any class of securities which are Restricted Shares or which have the effect of making another class of securities
Restricted Shares within the meaning of that Policy Statement. The Policy Statement provides discretion to the
Director appointed under the Securities Act (Ontario) to deem shares to be Restricted Shares. The Policy
Statement also provides that Restricted Shares are shares of a company that carry a residual right to participate to
an unlimited degree in earnings of an issuer and in its assets upon liquidation or winding-up; but which do not have
voting rights exercisable in all circumstances, irrespective of the number of shares owned, which voting rights are
not less, on a per share basis, than the voting rights attaching to any other shares of an outstanding class of shares of
the issuer.

Although the Board of Directors has no present plans to create a series of either Class A Preference Shares or
Class B Preference Shares, such shares could in the future be issued in one or more transactions with terms,
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provisions and rights which may make a take-over of Inter-City Products more difficult. For example, the shares
could be issued in a private placement to persons who might side with management in a take-over bid or other
attempt to obtain control of Inter-City Products. Such shares could also be made convertible into large numbers of
Inter-City Products Ordinary Shares, effectively diluting the share ownership of persons seeking to obtain control.
The creation of the Class A Preference Shares and Class B Preference Shares is not in response to any efforts of
which the Board of Directors is aware to accumulate the shares of Inter-City Products or obtain control of Inter-
City Products.

The creation of a series of Class A Preference Shares or Class B Preference Shares in transactions which might
make a take-over bid more difficult may be limited in certain circumstances by the requirements of National Policy
No. 38 of the Canadian Securities Administrators dealing with the use of take-over bid defensive tactics. In
addition, shareholder approval may be required in certain circumstances before a series of Class A Preference
Shares or Class B Preference Shares may be issued.

Cancellation of the Corporation’s First Preference Shares, Second Preference Shares and Third Preference Shares

The Articles of the Corporation will be amended to cancel the Corporation’s classes of first preference shares,
second preference shares and third preference shares. The First Preference Shares will be changed into Class C 8%
Convertible Preference Shares under the Arrangement. The Second Preference Shares will be redeemed prior to the
Effective Date. All outstanding Third Preference Shares will be changed into Common Shares under the
Arrangement. After the Effective Date, there will be no First Preference Shares, Second Preference Shares or Third
Preference Shares outstanding. The Corporation has no plans to issue any additional first preference shares, second
preference shares or third preference shares and, accordingly, it is proposed that the first preference shares, second
preference shares and third preference shares be cancelled.

Redesignation of Common Shares

The Common Shares will be redesignated as ordinary shares to satisfy certain requirements of The Toronto
Stock Exchange. The Inter-City Products Ordinary Shares will have the same terms, rights and attributes as the
Common Shares.

Change of Name

The Corporation’s name will be changed to “Inter-City Products Corporation/Société de Produits Inter-Cité
Inc.”. The Arrangement provides for the sale of the Utilities Division to WestCoast Gas and the sale of the Propane
Division to WestCoast Gas, or if WestCoast Gas assigns its right to acquire the Propane Holdings Shares, to
Petro-Canada. The names “ICG” and “Inter-City Gas” have traditionally been associated with those businesses. In
connection with the Arrangement, Propane Company will acquire the Corporation’s rights in the name “ICG
Propane”. KeepRite will retain the right to use the trademark “ICG” and certain related trademarks until
September 30, 1992. The name “Inter-City Products Corporation” symbolizes management’s intention to focus on
the continued development of the Energy Products Business following the Effective Date.

Treatment of Option Holders

In the event that the Arrangement Resolution is passed, all Options will become vested and will be
immediately exercisable notwithstanding that such Options may not be currently exercisable according to their
terms. Option Holders will be required to exercise their Options and thereby purchase Common Shares in order to
participate in the Arrangement. Option Holders who validly exercise their Options prior to the Effective Date will
participate in the Arrangement as Common Shareholders. The Corporation’s Employee Stock Option Plan under
which the Options have been granted does not contain any anti-dilution provisions. Accordingly, Option Holders are
cautioned that if they do not validly exercise their Options prior to the Effective Date, the value of the Options
which they will continue to hold is expected to be significantly reduced following the Effective Date.
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Corporate Structure

The following diagrams show the corporate relationships of the Corporation, Central Capital and its affiliates
and the Public Shareholders (i) as they will exist immediately prior to the Arrangement but after the pre-
Arrangement transactions; and (ii) as they will exist immediately after the Effective Date.

(i) Immediately prior to Arrangement but after Pre-Arrangement Transactions (approximate ownership
percentage determined on a fully-diluted basis (1))

Public Central Capital
Sharcholders and its Affiliates (2)
I [

62.10% 38]0%

|

Inter-City Gas

Corporation
[
100%
|
Utilities Propane
Company Company

Energy Products

Business (3)

(1) Approximate ownership percentage includes the Common Shares, First Preference Shares, Third Preference Shares with a conversion rate
of 1.6393 and Options but does not include the Second Preference Shares.

(2) Utilities Holdings, Propane Holdings, 2451409 Manitoba Ltd. and Central Guaranty Trust Company.

(3) Including KeepRite, Heil-Quaker and Thompson Pipe.

(ii) Immediately after the Effective Date (with approximate ownership percentages not reflecting the
creation of the Class C 8% Convertible Preference Shares (1))

Public Central Capital WestCoast Gas or
Sharcholders and its Affiliates (2) WestCoast Gas Petro-Canada
| [ I |
62.I2% 37]8% 1 [)IO% lDIO%
| Utilities Propane
Inter-City Holdings Holdings
Products (1) | |
[ 100% 100%
100% | l
Utilities Propane
Company Company

Energy Products

Business (3)

(1) Approximate ownership percentage includes the Inter-City Products Ordinary Shares held after the Change of Third Preference Shares at a
conversion rate of 1.662 and the exercise of Options. The ownership of voting shares of Inter-City Products on a fully-diluted basis cannot be
determined until such time as the Conversion Rate for the Class C 8% Convertible Preference Shares is established and the number of
Warrants which have been exercised is determined. The Conversion Rate for the Class C 8% Convertible Preference Shares will be
established on the Warrant Commencement Date.

Does not include 2,439,920 Class C 8% Convertible Preference Shares. On the Effective Date, MICCI will issue, to or for the benefit of all
other Inter-City Products Ordinary Sharcholders, Warrants to purchase a percentage of the Class C 8% Convertible Preference Shares held
by it. If any Warrants are not exercised, the proportion of the voting shares of Inter-City Products held on a fully-diluted basis by Central
Capital and its affiliates will increase and, in certain events, may result in Central Capital and its affiliates holding in excess of 50% of the
voting shares of Inter-City Products on a fully-diluted basis.

(3) Including KeepRite, Heil-Quaker and Thompson Pipe.
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Recommendation of Board of Directors

The Special Committee presented a full report to the Board of Directors on November 22, 1989, which
recommended the proposed Arrangement and related transactions as set out in this Management Proxy Circular. In
arriving at its recommendation, the Special Committee received advice from Burns Fry. In respect of the
Arrangement, such advice related to the Utilities Division Purchase Price and the Propane Division Purchase Price,
the basis on which Third Preference Shares would be changed into Common Shares and involved consideration of
the financial impact of various cash payment levels on the capitalization of Inter-City Products following the
Arrangement.

With respect to the change of the First Preference Shares into Class C 8% Convertible Preference Shares and
the Warrant Offering, Burns Fry advised the Special Committee as to the appropriate terms and conditions to attach
to the Class C 8% Convertible Preference Shares and the Warrant Offering. The terms and conditions of the Class
C 8% Convertible Preference Shares and the Warrant Offering were arrived at through negotiations between
management of the Corporation, assisted by Burns Fry, and Central Capital. Due to the relationship between
Central Capital and the Corporation, these negotiations may be considered not to have been conducted at arm’s
length.

The recommendation of the Special Committee was also influenced by the fact that Burns Fry was prepared to
deliver to the Board of Directors its opinion as to the fairness of the Arrangement from a financial point of view to
the Public Shareholders.

On November 21, 1989, Burns Fry provided the Board of Directors with a draft fairness opinion substantially in
the form of the fairness opinion and a covering letter indicating that it would provide its executed fairness opinion in
the form attached thereto subject to certain conditions, including: finalization of financing arrangements for Inter-
City Products on terms not materially different from those previously described to Burns Fry by the Corporation’s
management; execution of the Arrangement Agreement in the form reviewed by Burns Fry without material
changes thereto; and no subsequent occurrence which would materially adversely impact on the ability of Burns Fry
to deliver its fairness opinion. Burns Fry confirmed that the conditions outlined spoke as of the date of its letter and
in the event that certain of these conditions which required that certain prospective events occur (e.g. execution of
the Arrangement Agreement in the form reviewed by Burns Fry without material changes thereto) were satisfied it
would provide its fairness opinion dated as of November 21, 1989.

On December 11, 1989, Burns Fry provided the Board of Directors with a draft fairness opinion substantially in
the form of the fairness opinion and a covering letter indicating that it would provide its executed fairness opinion in
the form attached thereto, subject to certain conditions, including: the entering into by the Corporation of financing
proposals with The Toronto-Dominion Bank as disclosed to Burns Fry or financing agreements on similar terms in
all material respects; execution of the Arrangement Agreement in the form reviewed by Burns Fry without material
changes thereto; and no subsequent occurrence which would materially adversely effect the ability of Burns Fry to
deliver its fairness opinion. Burns Fry confirmed that the conditions outlined spoke as of the date of its letter and in
the event that certain of these conditions which required that certain prospective events occur (e.g. execution of the
Arrangement Agreement in the form reviewed by Burns Fry without material changes thereto) were satisfied it
would provide its fairness opinion dated as of December 11, 1989.

On December 11, 1989, the Board of Directors approved the entering into of the Arrangement Agreement and
on February 12, 1990 approved the amending agreement providing for the amendment and restatement of the
Arrangement Agreement.

On February 12, 1990, Burns Fry provided its fairness opinion, subject to its final review of this Management
Proxy Circular and execution of the amending agreement to the Arrangement Agreement. On February 14, 1990,
Burns Fry provided its fairness opinion for inclusion in the Management Proxy Circular.

The members of the Board of Directors, other than those who are directors or officers of Central Capital or
MICCI who refrained from voting because of the interest of Central Capital and MICCI in the Arrangement
Agreement and Mr. Davis who refrained from voting because of the interest of Westcoast in the Arrangement
Agreement, have unanimously determined that the Arrangement is fair to the Public Shareholders and is in the best
interests of the Corporation and recommend that they vote in favour of the Arrangement Resolution. In arriving at
its recommendation, the Board of Directors considered the following material factors:
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(a) the terms of the Arrangement which will result in each Common Shareholder receiving $21 for each
Common Share held by him and retaining Inter-City Products Ordinary Shares and each Third
Preference Shareholder receiving $34.90 for each Third Preference Share held by him as a result of the
Change of Third Preference Shares at, in effect, the adjusted conversion ratio and retaining Inter-City
Products Ordinary Shares;

(b) the terms and conditions of the Class C 8% Convertible Preference Shares which were designed to be
attractive to existing Public Shareholders and the terms and conditions of the Warrant Offering which
would provide for the distribution of the Class C 8% Convertible Preference Shares to Public
Shareholders (noting that Warrants otherwise issuable to residents of any State in which the distribution
of the Warrants or the issuance of the Class C 8% Convertible Preference Shares would be unlawful
would be sold for the benefit of such shareholders by a warrant sales agent) (See “Creation of Class C
8% Convertible Preference Shares and Warrant Offering”);

(c) the capital structure of Inter-City Products after the Arrangement which would provide for an adequate
debt-equity ratio while not requiring an immediate injection of equity capital;

(d) the effect of the Arrangement on Inter-City Products which would enable Inter-City Products to focus
on developing the Energy Products Business;

(e) the opinion of Burns Fry as referred to under “Opinion of Financial Adviser”;

(f) the procedures by which the Arrangement will be approved, including in particular the majority approval
required by holders of Common Shares and Third Preference Shares other than Central Capital Related
Parties, each voting as a separate class, at the Special Meeting;

(g) the eligibility of Inter-City Products Ordinary Shares and Class C 8% Convertible Preference Shares as
investments for certain classes of investors (See “Eligibility for Investment in Canada”);

(h) the availability of rights of dissent to Common Shareholders and Third Preference Shareholders which
would entitle a shareholder to dissent and be paid the fair value for his shares in the Corporation; and

(i) the unanimous recommendation of the Special Committee which noted that the advice of Burns Fry as to
the fairness of the Arrangement was an important basis for its recommendation that the Arrangement
Resolution be approved.

In view of the variety of factors considered in connection with its consideration of the Arrangement, the Board
of Directors did not find it practicable to, and did not, quantify or otherwise assign relative weight to the specific
factors considered in reaching its decision.

Under the MCA, any director of a corporation who is a director or officer of any person who is a party to a
proposed material contract with the corporation is required to disclose in writing to the corporation or request to
have entered in the minutes of the meeting the nature and extent of his interest. If such a director votes on a
resolution to approve certain of such contracts, including a contract such as the Arrangement Agreement, the
resolution is not valid unless it is approved by at least 66%% of the votes of all shareholders to whom notice of the
nature and extent of the director’s interest in the contract or transaction are declared and disclosed in reasonable
detail. As Central Capital is a party to the Arrangement Agreement, each of Messrs. H. Reuben Cohen, Q.C.,
Clarence W. Cole, Leonard Ellen and Robert G. Graham, directors of both the Corporation and Central Capital,
disclosed his interest as a director of Central Capital in the Arrangement Agreement and abstained from voting in
respect of the resolution to approve the Arrangement Agreement.

Opinion of Financial Adviser

By letter agreement dated August 23, 1989 (the “Opinion Agreement™), the Board of Directors retained Burns
Fry to provide financial advice in respect of the Arrangement and to provide its opinion as to certain matters relating
thereto. Burns Fry has provided an opinion (the “Fairness Opinion”) to the Board of Directors that the
Arrangement is fair from a financial point of view to the Public Shareholders. Burns Fry received no instructions
and was subject to no limitations imposed by the Corporation in connection with its advice and was selected to
perform the services referred to above on the basis of its expertise in such matters and its familiarity with the
Corporation. The Corporation has agreed to pay Burns Fry a fee of $675,000 for Burns Fry’s services in providing
the Fairness Opinion.
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In providing the Fairness Opinion, Burns Fry reviewed certain documents, undertook various procedures, and
made certain assumptions which are described in the Fairness Opinion attached as Schedule D to this Management
Proxy Circular, which should be read in its entirety by Public Shareholders. Burns Fry relied upon the completeness,
accuracy and fair presentation of all information provided to them by the Corporation or obtained from public
sources without independent verification.

Burns Fry is a fully integrated Canadian investment dealer which arranges for the public underwriting and
private placements of equity and debt securities on behalf of corporate and government issuers. Burns Fry offers
advisory services to corporations and government and research to its clients.

By letter agreement dated September 1, 1989 (the “Advisory Agreement”), the Corporation has agreed to pay
Burns Fry a fee of $75,000 per month for a minimum period of five months commencing August 15, 1989 for its
financial advice in respect of the Arrangement and the capitalization of Inter-City Products. The Corporation has
agreed under the Advisory Agreement to reimburse Burns Fry only for those out-of-pocket expenses of Burns Fry
incurred in connection with the services provided thereunder which have been approved in advance by the
Corporation. In addition, under each of the Opinion Agreement and the Advisory Agreement, the Corporation has
agreed to indemnify Burns Fry against certain liabilities, including liabilities under applicable securities laws, which
may be incurred by Burns Fry in connection with the provision of services described therein, or to contribute to
payments which Burns Fry may be required to make in respect of such liabilities.

By letter agreement dated November 3, 1988 (the “November 3 Agreement”), Burns Fry was initially
retained, to provide overall financial advisory services to the Corporation and its Board of Directors, with respect to
possible solicited or unsolicited offers and other possible transactions involving the purchase or sale of all or some of
the shares, subsidiaries, assets or divisions of the Corporation. By letter agreement dated November 3, 1988 (the
“Merrill Letter”), the Corporation retained Merrill Lynch to provide similar financial advisory services on similar
terms to those on which Burns Fry was engaged. The Corporation confirmed to Merrill Lynch the termination of
Merrill Lynch as financial adviser to the Corporation, effective January 15, 1989.

By letter agreement dated March 31, 1989 (the “March 31 Agreement”), the November 3 Agreement was
terminated and Burns Fry was retained to provide substantially the same services for the period from January 15,
1989 to June 15, 1989, which was further extended to August 15, 1989. In addition, under each of the November 3
Agreement, the March 31 Agreement and the Merrill Letter, the Corporation agreed to reimburse Burns Fry or
Merrill Lynch, as the case may be, for reasonable out-of-pocket expenses, including the fees and disbursements of
its counsel, and agreed to indemnify Burns Fry or Merrill Lynch, as the case may be, against certain liabilities,
including liabilities under applicable securities laws, which may be incurred by Burns Fry or Merrill Lynch, as the
case may be, in connection with the provision of services described therein, or to contribute to payments which
Burns Fry or Merrill Lynch, as the case may be, may be required to make in respect of such liabilities.

By separate letter agreement (the “Resources Agreement”) dated March 31, 1989, Burns Fry was retained as
the Corporation’s financial adviser and exclusive agent with regard to the sale of the common shares or assets of
ICG Resources Ltd. (“ICG Resources”), a wholly-owned subsidiary of the Corporation and the sale of common
shares of Ranger Oil Limited owned by the Corporation. Pursuant to the Resources Agreement, the Corporation
agreed to reimburse Burns Fry for reasonable out-of-pocket expenses, including the fees and disbursements of its
counsel, and agreed to indemnify Burns Fry against certain liabilities, including liabilities under applicable securities
laws, which may be incurred by Burns Fry in connection with the provision of services described therein, or to
contribute to payments which Burns Fry may be required to make in respect of such liabilities. The Corporation
paid Burns Fry $854,000 in fees relating to the sale of ICG Resources pursuant to the provisions of the Resources
Agreement. In addition to the services described above, during the past two years Burns Fry has provided various

additional financial advisory services to the Corporation for which it has received fees aggregating approximately
$242,000.

Since the initial engagement of Burns Fry under the November 3 Agreement and up to January 31, 1990, the
Corporation has paid Burns Fry a total of $2,279,000 in fees under the agreements referred to above and Merrill
Lynch a total of $600,000 in fees under the Merrill Letter. In addition, the Corporation has agreed to reimburse
Central Capital, in the event the Arrangement is completed, for certain out-of-pocket expenses incurred by Central
Capital in connection with the Arrangement including $566,089 which Central Capital has agreed to pay Merrill
Lynch in respect of fees and out-of-pocket expenses incurred by Merrill Lynch. See “THE ARRANGEMENT —
Interest of Central Capital and Other Insiders in Arrangement”.
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For information concerning reports prepared by Burns Fry in respect of certain assets of the Corporation,
including the common equity values of Greater Winnipeg Gas Company, ICG Ontario and ICG Utilities
(Manitoba) Ltd., see “INFORMATION CONCERNING THE CORPORATION — Utilities Division”,

Conditions to the Arrangement Becoming Effective
In order for the Arrangement to become effective, the following must occur:

(a) the Arrangement must receive the approval of the Common Shareholders, First Preference Shareholders,
Third Preference Shareholders and Option Holders, each voting as a separate class, in the manner
referred to under “Shareholder and Option Holder Approval” below;

(b) the Arrangement must receive the approval of a majority of the Common Shareholders and Third
Preference Shareholders other than Central Capital Related Parties, each voting as a separate class, as
described under “Shareholder and Option Holder Approval” below;

(c) the Arrangement must be approved by the Court as described under “Court Approval” below; and

(d) the other conditions of the Arrangement referred to under “Other Conditions of the Arrangement” below
must be fulfilled or waived.

Upon fulfillment or waiver of the foregoing conditions, the Board of Directors intends to cause articles of
arrangement to be filed with the Director together with such other material as may be required by the Director in
order that the Director may issue a certificate of amendment giving effect to the Arrangement.

The precise timing of the Effective Date cannot be predicted, but will be publicized in major local and national
newspapers when known.

Notwithstanding the foregoing, the Arrangement Agreement may be terminated (and consequently the
Arrangement not proceeded with) at any time before or after the holding of the Special Meeting but no later than
the Effective Date by agreement of the Corporation, Westcoast, WestCoast Gas, Central Capital, Utilities
Holdings, Propane Holdings, Newco and MICCI without any further action on the part of the Shareholders, Option
Holders or the Court.

Shareholder and Option Holder Approval

As provided in the Interim Order, in order for the Arrangement to be implemented, the Arrangement
Resolution must be passed, with or without variation, by at least two-thirds of the votes cast by the Common
Shareholders, First Preference Shareholders, Third Preference Shareholders and Option Holders, each voting as a
separate class, at the Special Meeting.

In addition to the approval of Shareholders and Option Holders described above, the Interim Order provides
that, in order for the Arrangement to be implemented, the Arrangement Resolution must be passed, with or without
variation, by a majority of the votes cast by Common Shareholders and Third Preference Shareholders, other than
Central Capital Related Parties, each voting as a separate class, at the Special Meeting.

In the event the Arrangement Resolution is not approved by the Shareholders and Option Holders in the
manner described above, the Arrangement will not proceed.

Intentions of Certain Sharcholders and Option Holders

Central Capital and its affiliates beneficially own 10,570,400 Common Shares, 87,140 First Preference Shares
and 223,800 Third Preference Shares representing approximately 44.5% of the outstanding Common Shares, all of
the outstanding First Preference Shares and approximately 8.2% of the outstanding Third Preference Shares,
representing approximately 38% of the voting shares of the Corporation on a fully-diluted basis. Directors and
officers of Central Capital beneficially own 1.9% of the Common Shares, 0.6% of the Third Preference Shares and
25.7% of the Options, representing approximately 2.3% of the voting shares of the Corporation on a fully-diluted
basis. Under the Arrangement Agreement, subject to exception only in the event of an unsolicited offer or proposal
by a third party to acquire all of the Corporation, Central Capital has agreed that (i) Central Capital and its
subsidiaries will vote all shares in the capital of the Corporation which they own or over which they exercise control
or direction in favour of the Arrangement, (ii) Central Capital and certain of its subsidiaries will not take any
action, directly or indirectly, with the intention of adversely affecting the completion of the Arrangement, and (iii)
Central Capital and certain of its subsidiaries will not transfer any Common Shares, First Preference Shares or
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Third Preference Shares which they beneficially own or over which they exercise control or direction except as
permitted by the Arrangement Agreement.

.Option Holders holding two-thirds of the Options have entered into agreements with Westcoast, whereby such
Option Holders have agreed to vote all Options held by them in favour of the Arrangement Resolution.

The directors of the Corporation intend to vote any shares of the Corporation held by them in favour of the
Arrangement.

Court Approval

An arrangement under the MCA requires Court approval. Prior to the mailing of this Management Proxy
Circular, the Corporation obtained the Interim Order providing for the calling and holding of the Special Meeting
and other procedural matters. The Notice of Application for the Final Order appears at the front of this
Management Proxy Circular.

As set out in the Notice of Application, the hearing in respect of the Final Order is scheduled to take place on
March 19, 1990, subject to Shareholder and Option Holder approval of the Arrangement at the Special Meeting. At
this hearing, all holders of Common Shares, First Preference Shares, Third Preference Shares or Options who wish
to participate or to be represented or to present evidence or argument may do so, subject to filing a notice of
appearance and satisfying other requirements.

The authority of the Court is very broad under the MCA. The Corporation has been advised by Messrs.
Thompson, Dorfman, Sweatman, counsel to the Corporation, that the Court will consider, among other things, the
fairness of the Arrangement to the Shareholders. The Court may approve the Arrangement either as proposed or as
amended in any manner the Court may direct, subject to compliance with such terms and conditions, if any, as the
Court shall order.

Other Conditions of the Arrangement

Pursuant to the Arrangement Agreement, the respective obligations of the parties to the Arrangement
Agreement to complete the Arrangement and to file articles of arrangement giving effect to the Arrangement are
also subject to the satisfaction or mutual waiver by the Corporation, Westcoast and WestCoast Gas of the following
conditions:

(a) the Interim Order shall have been obtained in form and substance satisfactory to each party to the
Arrangement Agreement;

(b) the Arrangement shall have been approved at the Special Meeting in accordance with the Interim Order;

(c) the Final Order shall have been obtained in form and substance satisfactory to each party to the
Arrangement Agreement;

(d) Westcoast shall have been advised by the CA Director that he has determined not to make application
under the Competition Act for an order in respect of the Arrangement and the acquisition of the Propane
Holdings Shares by Petro-Canada or, if he has determined to make such application, the Competition
Tribunal has determined to permit the transactions contemplated by the Arrangement Agreement and by
the Arrangement to be completed, in either case either without conditions or on conditions which are in
form and content satisfactory to the Corporation and Westcoast, acting reasonably;

(e) all regulatory approvals in respect of the Ultilities Division and Westcoast, described under “Regulatory
Matters” below, shall have been received;

(f) the Corporation shall have received the Advance Tax Ruling;

(g) all other consents, waivers, orders and approvals, including regulatory and judicial approvals and orders,
necessary for the completion of the Arrangement and the other transactions contemplated by the
Arrangement Agreement (and any other consents, waivers, orders and approvals necessary to ensure the
continued holding by certain subsidiaries of the Corporation of all permits which it requires, or is required
to have, to own its properties and assets and to carry on the business as presently conducted by it in a
manner consistent with prior practice after the completion of the Arrangement and the other transactions
contemplated by the Arrangement Agreement) shall have been obtained or received and reasonably
satisfactory evidence thereof shall have been delivered to the other parties to the Arrangement
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(h)

(1)

Agreement, except for any such consents, waivers, orders and approvals that if not obtained, either
individually or in the aggregate, would not have a material adverse effect on the Corporation or
Westcoast or the carrying on by Propane Company and NASCO of the Propane Division, consistent with
prior practice, or the carrying on of the Utilities Division as a whole or in any of the Provinces of Ontario,
Manitoba, Alberta or British Columbia, consistent with prior practice;

no preliminary or permanent injunction, restraining order or other order of any court or regulatory body in
Canada or the United States which prevents the consummation of the transactions contemplated by the
Arrangement Agreement or which restrains or prohibits in any material respect the carrying on by
Propane Company and NASCO of the Propane Division, consistent with prior practice, or which
restrains or prohibits, in any material respect, the carrying on of the Utilities Division as a whole or in any
of the Provinces of Ontario, Manitoba, Alberta or British Columbia, consistent with prior practice shall
have been issued and remain in effect, and no such injunction or order shall be pending or threatened;
and

the Arrangement Agreement shall not have been terminated pursuant to its terms.

Pursuant to the Arrangement Agreement, the obligations of the Corporation to complete the Arrangement and
to file articles of arrangement giving effect to the Arrangement are also subject to the satisfaction or waiver by the
Corporation of certain conditions, including the following conditions:

(a)

(b)

each of Westcoast, WestCoast Gas, Central Capital, Propane Holdings, Utilities Holdings and MICCI
shall have performed each obligation to be performed by it under the Arrangement Agreement in favour
of the Corporation on or prior to the Effective Date; and

the representations and warranties of Westcoast, WestCoast Gas and Central Capital set out in the
Arrangement Agreement shall be true and correct on and as of the Effective Date as if made on and as of
such date, except as affected by transactions contemplated or permitted by the Arrangement Agreement.

Pursuant to the Arrangement Agreement, the obligations of WestCoast Gas and Westcoast to complete the
Arrangement are also subject to the satisfaction or waiver by WestCoast Gas and Westcoast of certain conditions,
including the following conditions:

(a)

(b)

(c)

(d)

(e)

the Corporation, Central Capital, Utilities Holdings and Propane Holdings shall have performed each
obligation to be performed by it under the Arrangement Agreement in favour of Westcoast or WestCoast
Gas on or prior to the Effective Date;

the representations and warranties of the Corporation and Central Capital set out in the Arrangement
Agreement shall be true and correct except as affected by transactions contemplated or permitted by the
Arrangement Agreement on and as of the Effective Date as if made on and as of such date except for
certain representations and warranties of the Corporation to the extent that they relate to matters beyond
the control of the Corporation, which representations and warranties shall be true and correct on and as
of the date of the Special Meeting as if made on and as of such date;

the consents, waivers, orders and approvals described in paragraph (g) above shall not contain terms or
conditions or require undertakings which would have a material adverse effect on the carrying on by
Propane Company of the Propane Division, consistent with prior practice, or the carrying on of the
Utilities Division as a whole or in any of the Provinces of Ontario, Manitoba, Alberta or British
Columbia, consistent with prior practice;

no substantial damage to the assets of the Ultilities Division or the Propane Division shall have occurred
prior to the date of the Special Meeting which damage, taking into account all insurance proceeds
recoverable as a result thereof, shall have a material adverse effect on the carrying on of the Propane
Division, consistent with prior practice, or the carrying on of the Utilities Division, as a whole or in any of
the Provinces of Ontario, Manitoba, Alberta or British Columbia, consistent with prior practice;

no legislation shall have been enacted prior to the date of the Special Meeting which materially adversely
affects the Utilities Division as a whole or in any of the Provinces of Ontario, Manitoba, Alberta or
British Columbia, consistent with prior practice, or the Propane Division, consistent with prior practice,
which legislation impacts principally companies carrying on like businesses in Canada;
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(f) the pre-arrangement transactions described under “THE ARRANGEMENT — Pre-Arrangement
Transactions and Obligations” at paragraphs (i) to (vii) shall have been completed and as a consequence
thereof or of the transactions forming part of the Arrangement, none of Utilities Holdings, Propane
Holdings, Newco, Utilities Company, any subsidiaries of Utilities Company, Propane Company or
NASCO shall have incurred any adverse tax consequences or shall have suffered or incurred or become
liable for any taxes, expenses or other costs which, in the aggregate, have a material adverse effect on the
financial position of any of them, in each case on a consolidated basis, and WestCoast Gas shall be
satisfied, acting reasonably, that none of them will incur or suffer any such consequences or liabilities;
and

(g) the terms of and all documentation relating to the pre-arrangement transactions described under “THE
ARRANGEMENT — Pre-Arrangement Transactions and Obligations” at paragraphs (i) to (vii) and the
implementation thereof (including all election forms filed or to be filed in connection therewith), and all
actions or proceedings taken on or prior to the Effective Date in connection therewith and with the
transactions forming part of the Arrangement shall be satisfactory to WestCoast Gas and its counsel,
acting reasonably, and WestCoast Gas shall have received copies of all such documentation or other
evidence as it may reasonably request in order to establish the consummation of such pre-arrangement
transactions and the transactions forming part of the Arrangement and the taking of all corporate
proceedings in connection therewith in compliance with the terms and conditions of the Arrangement
Agreement, in form and substance satisfactory to WestCoast Gas and its counsel, acting reasonably.

Pursuant to the Arrangement Agreement the obligations of Central Capital to complete the Arrangement are
also subject to the satisfaction or waiver by Central Capital of certain conditions, including the following conditions:

(a) each of Westcoast and WestCoast Gas shall have performed each obligation to be performed by it under
the Arrangement Agreement in favour of Central Capital on or prior to the Effective Date;

(b) the representations and warranties of Westcoast and WestCoast Gas set out in the Arrangement
Agreement shall be true and correct on and as of the Effective Date as if made on and as of such date,
except as affected by transactions contemplated or permitted by the Arrangement Agreement;

(c) the Advance Tax Ruling shall have been obtained;

(d) all regulatory approvals necessary to the issue and distribution of the Warrants in accordance with the
provisions of the Arrangement Agreement and the Arrangement, the distribution of the Class C 8%
Convertible Preference Shares upon the exercise of the Warrants and any other acquisition or distribution
of securities by Central Capital or the subsidiaries of Central Capital in accordance with the provisions of
the Arrangement Agreement and the Arrangement shall have been obtained or in the opinion of Central
will be obtained;

(e) no preliminary or permanent injunction, restraining order or other order of any court or regulatory body in
Canada or the United States which prevents the consummation of the transactions contemplated by the
Arrangement Agreement shall have been issued and remain in effect, and no such injunction or order
shall be pending or threatened; and

(f) the Arrangement Agreement shall not have been terminated pursuant to its terms.

The Arrangement Agreement requires that each party thereto give prompt notice to each other party of any
representation and warranty of the Corporation, Westcoast, WestCoast Gas or Central Capital which was untrue or
incorrect as at December 11, 1989 and, thereafter to the Effective Time, of any event or state of facts which
occurrence or failure would, or would be likely to, (i) cause any of the representations or warranties of any party
contained in the Arrangement Agreement to be untrue or inaccurate in any material respect, or (ii) result in the
failure to comply with or satisfy any covenant, condition or agreement to be complied with or satisfied by any party
to the Arrangement Agreement. No party may elect not to complete the transactions contemplated by the
Arrangement Agreement on the basis that another party has failed to comply with an obligation in favour of the first
party or breached a representation or warranty given by such party under the Arrangement Agreement unless, prior
to the filing on the Effective Date of articles of arrangement for the purpose of giving effect to the Arrangement, the
party intending to rely thereon has delivered a written notice to the other parties to the Arrangement Agreement
(the “defaulting parties™) specifying in reasonable detail all breaches of covenants, representations and warranties
or other matters which the party delivering such notice is asserting as the basis for failing to complete the
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transaction. If any such notice is delivered less than 30 days prior to April 2, 1990, provided that one or more of the
defaulting parties are proceeding diligently to cure such breach, the Termination Date shall be extended to a date
which is the earlier of (i) 30 days after the date of delivery of such notice and (ii) April 30, 1990. The ability of a
party to give such a notice after April 2, 1990 is limited.

Regulatory Matters
Approval of Utilities Regulators

The respective obligations of the parties to the Arrangement Agreement to complete the Arrangement are
subject to the satisfaction or mutual waiver by the Corporation, Westcoast and WestCoast Gas of the following
regulatory utilities approvals being obtained by the Corporation or Westcoast either without conditions or on
conditions in form and substance satisfactory to the Corporation and Westcoast. Westcoast has agreed that it will
accept any conditions to such approvals which are no more onerous than the conditions applicable to the regulatory
approvals under which the Ultilities Division and the Propane Division are presently carried on.

Ontario

Pursuant to undertakings dated June 16, 1988 (the “1988 Undertakings”) given by the Corporation, Ultilities
Company and ICG Ontario to the Ontario Lieutenant Governor-in-Council (“Ontario Cabinet™), the Corporation
undertook to take no action without first obtaining leave of the Ontario Cabinet, that is intended to result in any
person acquiring control of any person that owns or controls, directly or indirectly, more than 20 percent of the
voting shares of ICG Ontario where such voting shares of ICG Ontario constitute a “significant asset” of such
person (the “ICG Ontario Change of Control”). The 1988 Undertakings further provide that an application for
such leave shall be made to the Ontario Energy Board (“OEB”) and that the OEB may consider such an
application with or without a public hearing.

Utilities Company owns all the common shares of ICG Ontario and such common shares constitute a
“significant asset” of Utilities Company within the meaning of the 1988 Undertakings. Accordingly, the
Corporation has applied to the OEB for leave of the Ontario Cabinet in respect of the transfer of shares of Ultilities
Company pursuant to the Arrangement. The Ontario Cabinet may grant such leave subject to conditions or
undertakings pertaining to Westcoast. Westcoast has advised the OEB that it is prepared to enter into substantially
the same undertakings as those to which the Corporation is a party under the 1988 Undertakings. The 1988
Undertakings include, in addition to the requirement to obtain leave in respect of the ICG Ontario Change of
Control, undertakings:

(a) to maintain on the board of directors of ICG Ontario at least two representatives of ICG Ontario’s
franchise area who have no business connection with the Corporation, ICG Ontario or any other natural
gas distribution or transmission company;

(b) to maintain ICG Ontario’s head office and main operating office in Ontario;

(c) to limit the extent of “affiliated transactions” undertaken by ICG Ontario without the prior approval of
the OEB;

(d) to maintain common equity in ICG Ontario at a level approved or deemed appropriate by the OEB;

(e) to limit the extent of intercorporate indebtedness, guarantees and investments undertaken by ICG
Ontario without the prior approval of the OEB; and

(f)  tolimit ICG Ontario from engaging or investing, without the approval of the OEB, in any activity that is
not subject to regulation by the OEB.

By Order-in-Council dated October 12, 1989, the Ontario Cabinet required the OEB to examine and, after
holding a public hearing with respect thereto, to report to the Ontario Cabinet on the matter of whether leave should
be given to the Corporation under the 1988 Undertakings in respect of the ICG Ontario Change of Control pursuant
to the Arrangement.

The hearing by the OEB in respect of both the application by the Corporation and the reference to the OEB by
the Ontario Cabinet commenced on December 12, 1989 and concluded on December 20, 1989. The OEB has
delivered its Report dated January 31, 1990 to the Ontario Cabinet. The Report was released to the public on
February 12, 1990. The Report recommends that, subject to satisfying certain conditions including execution of
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undertakings which are substantially similar to the 1988 Undertakings, the Ontario Cabinet approve the ICG
Change of Control pursuant to the Arrangement. If the Ontario Cabinet grants the Corporation leave under the
1988 Undertakings in respect of the Arrangement, such leave would be granted by way of Order-in-Council.

Manitoba

The Public Utilities Board of Manitoba (“MPUB”) held a public hearing on January 10, 1990 to inquire into
the indirect acquisition of the Corporation’s Manitoba utility operations by Westcoast under the Arrangement. By
an order dated January 26, 1990, the MPUB approved the indirect acquisition of the Corporation’s Manitoba utility
operations by Westcoast under the Arrangement.

Alberta

The Corporation is subject, in the Province of Alberta, to the regulatory direction and control of the Public
Utilities Board (the “PUB”) pursuant to the provisions of the Alberta Gas Utilities Act (the “GU Act”) and the
Alberta Public Utilities Board Act (the “PUB Act™). The Corporation is designated by regulations under the GU
Act as the owner of a gas utility and under the PUB Act as the owner of a public utility and, in the absence of an
exempting order, may not, without the approval of the PUB, sell, lease, mortgage or otherwise dispose of or
encumber its properties, franchises, privileges or rights, or any part thereof, or merge or consolidate its property,
franchises, privileges or rights or any part thereof. However, by an order (the “1981 Exemption Order”) dated
June 18, 1981, the PUB declared that these statutory restrictions on the transfer of the property of a designated
owner shall not apply to the Corporation for so long as the 1981 Exemption Order remained unrevoked and subject
to the condition that the Corporation complies with its undertaking (the “1981 Undertaking”) dated May 29, 1981
given to the PUB in support of the Corporation’s application for the 1981 Exemption Order.

Pursuant to the 1981 Undertaking, the Corporation is required to file with the PUB, prior to the closing date of
any transaction involving the Corporation which, but for the 1981 Exemption Order, would require the approval or
an order of the PUB, a written statement setting forth the particulars of the said transaction, the status of the
Corporation and any Alberta gas utility owned directly or indirectly by the Corporation, and the fact that the said
transaction does not or will not affect the Corporation’s furnishing or supply of gas to the public of Alberta.

The Arrangement constitutes a transaction which, but for the 1981 Exemption Order, would require the
approval or order of the PUB pursuant to the GU Act or the PUB Act in respect of the acquisition of the
Corporation’s utilities operations in Alberta by WestCoast Gas and any sale of the Corporation’s propane business in
Alberta to Petro-Canada. Accordingly, the Corporation has complied with the 1981 Undertaking and has made the
appropriate filing with the PUB. The PUB has acknowledged receipt of that filing and has indicated to the
Corporation that, as of January 24, 1990, the 1981 Exemption Order has not been rescinded. The PUB has further
indicated to the Corporation that, provided there is no change as of the Effective Date in the information included in
the filing, the PUB will confirm that as of the Effective Date the 1981 Exemption Order remains unrescinded.

An application is being made to the PUB for a declaration that certain provisions of the PUB Act and GU Act
which require the consent of the PUB to the “union” of the owner of a public or gas utility with any other owner of a
public or gas utility do not apply to the Corporation, Westcoast and WestCoast Gas for the purpose of Arrangement.
The application has been made because there is an issue as to whether Westcoast and WestCoast Gas are owners of
a public or gas utility, within the meaning of the PUB Act and the GU Act, by reason of their indirect interest in a
corporation that furnishes gas to members of the public of Alberta.

British Columbia

Waestcoast and WestCoast Gas applied to the British Columbia Utilities Commission (the “BCUC”) pursuant
to the provisions of the British Columbia Utilities Commission Act for an order approving the indirect acquisition by
WestCoast Gas, through the acquisition of the shares of Utilities Holdings, of all the issued and outstanding
common shares of ICG Utilities (British Columbia) Ltd. and Victoria Gas Company (1988) Ltd. (the
“BC Utilities Companies”). The BC Utilities Companies own and operate the Corporation’s British Columbia
utilities. By an order dated February 14, 1990 the BCUC approved the indirect acquisition of the BC Utilities
Companies by WestCoast Gas.
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Northwest Territories

An indirect wholly-owned subsidiary of the Corporation, ICG Northern Utilities Ltd., distributes electricity in
the City of Yellowknife, Northwest Territories. The Corporation has applied to the Northwest Territories Public
Utilities Board (the “NWTPUB”) for an order declaring that, for the purposes of the Northwest Territories Public
Utilities Act (the “NWTPU Act”), the Corporation is not a public utility and that the provisions of the NWTPU
Act relating to the change in control of a public utility do not apply to the Corporation. No hearing is required in
respect of the Corporation’s application. The Corporation anticipates that the NWTPUB will consider the
Corporation’s application by mid-February 1990.

Other Jurisdictions

The Corporation believes that no regulatory approvals are required in respect of the transactions contemplated
by the Arrangement in the other jurisdictions in which the Corporation directly or indirectly owns or operates utility
businesses. It is a condition of the Arrangement that all approvals necessary for the completion of the Arrangement
and the other transactions contemplated by the Arrangement Agreement or to ensure the continued holding of those
permits which are required by Ultilities Company or any of certain of the subsidiaries of the Corporation to own its
properties and assets and to carry on the business as presently conducted by them in a manner consistent with prior
practice are obtained.

Competition Act

Under the Competition Act, the Competition Tribunal (the “Tribunal”) may, in respect of a completed
merger, upon the application of the CA Director (within a period of three years following substantial completion of
the merger) take action to, among other things, dissolve the merger or, in respect of a proposed merger, prohibit the
proposed merger from proceeding if the Tribunal finds that a merger or a proposed merger prevents or lessens, or is
likely to prevent or lessen, competition substantially. In addition, the Tribunal, upon the application of the
CA Director, may in certain circumstances make a temporary order (with, or in some cases without, prior notice)
to, among other things, prevent a proposed merger from proceeding for a stated period of time (subject in some
cases to prescribed time limits).

Part IX of the Competition Act and the Notifiable Transactions Regulations made thereunder effectively
provide that, subject to certain exceptions, the acquisition of all Utilities Holdings Shares by WestCoast Gas or the
acquisition of all Propane Holdings Shares by WestCoast Gas or, if WestCoast Gas assigns its right to acquire the
Propane Holdings Shares, by Petro-Canada of all common shares in the capital of Propane Holdings, may not be
consummated unless notice prescribed under the Competition Act has been given to the CA Director and certain
waiting period requirements have been satisfied.

On September 27, September 28, and October 5, 1989, in the case of the Corporation and Westcoast, and on
September 27 and October 18, 1989, in the case of the Corporation and Petro-Canada material comprising the
filings in respect of the transactions referred to above in this section were filed with the CA Director’s office. These
filings were certified by the CA Director’s office to be complete on October 5, 1989, in the case of the material filed
on behalf of the Corporation and Westcoast, and on October 18, 1989 in the case of the material filed on behalf of
the Corporation and Petro-Canada. By letters dated October 26, 1989 and November 8, 1989, the CA Director
advised that the relevant waiting periods in respect of the material filed on behalf of the Corporation and Westcoast,
and the Corporation and Petro-Canada, expired on October 26, 1989 and November 8, 1989, respectively. By letter
dated January 26, 1990, the CA Director advised that following an examination of the proposed transactions
pursuant to the merger provisions of the Competition Act he had concluded that he did not have grounds on which
to apply to the Tribunal for relief, to prohibit, or otherwise challenge the completion of the proposed transactions
under section 92 of the Competition Act.

Advance Tax Ruling

The Arrangement is conditional upon receipt of a favourable Advance Tax Ruling. The advance income tax
ruling process permits a taxpayer to obtain confirmation in advance as to the tax consequences of a proposed
transaction. The Corporation has applied for the Advance Tax Ruling. The principal purpose of applying for such
ruling is to obtain confirmation from Revenue Canada Taxation that the transfer of the Utilities Division to Ultilities
Holdings and of the Propane Division initially to Propane Company (which will subsequently be acquired by
Propane Holdings) qualifies as a “Butterfly” reorganization thereby allowing such transfers to occur with no current
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income taxes being imposed upon any of the Corporation, Utilities Company, Utilities Holdings, Propane Company
or Propane Holdings, in respect thereof. See “THE ARRANGEMENT — Canadian Federal Income Tax
Considerations”.

Conduct of Business Prior to the Effective Date

Under the Arrangement Agreement, the Corporation has agreed that unless Westcoast consents in writing or
certain other limited exceptions apply, it shall, and it shall cause Utilities Company and each of its subsidiaries, and
prior to the incorporation of Propane Company, it shall cause NASCO, and after the incorporation of Propane
Company, it shall cause Propane Company and NASCO:

(a)

(b)

(c)

(d)

to carry on the Ultilities and Propane Divisions, respectively, in the ordinary course, consistent with prior
practice, and, to the extent consistent with such prior practice, to use reasonable efforts to preserve the
Utilities and Propane Divisions, including maintaining the goodwill of the Utilities Division and the
Propane Division, respectively, with the employees, customers, suppliers, regulatory authorities and
others having business dealings with such businesses;

to maintain all assets, whether owned or leased, in good condition and repair on a basis consistent with
prior practice, and to maintain insurance upon such assets comparable in amount, scope and coverage to
that in effect on the date of the execution of the Arrangement Agreement;

to maintain its books, records and accounts in the ordinary course of business consistent with prior
practice; and

to refrain from doing all acts and things in order that certain representations and warranties in the
Arrangement Agreement shall be true and correct on the Effective Date as if such representations and
warranties were made at and as of such date and to satisfy or cause to be satisfied the conditions in the
Arrangement Agreement which are within their control.

Furthermore, the Corporation has agreed that unless Westcoast consents in writing or certain other limited
exceptions apply, it shall not, and it shall not permit Utilities Company or any of its subsidiaries, or prior to the
incorporation of Propane Company, NASCO, and after the incorporation of the Propane Company, it shall not
permit Propane Company or NASCO to:

(a)

(b)

(c)
(d)

(e)

merge into or with, or amalgamate or consolidate with, or acquire all or substantially all of the shares or
assets of, or enter into any corporate reorganization with, any other person or corporation;

perform any act or enter into any transaction or negotiation which reasonably could be expected to
interfere or be inconsistent with the completion of the transactions contemplated by the Arrangement
Agreement;

amend its corporate charter, by-laws or similar organizational documents;

issue or agree to issue any additional shares, or rights of any kind to acquire shares of, any class of its
share capital or other securities which are convertible or exchangeable into shares or options which are
exercisable for the purchase of shares in its share capital; or

enter into any new employment contract, amend any existing employment contract or grant any increases
in compensation or benefits, other than as permitted under the Arrangement Agreement.
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Termination of Arrangement Agreement
The Arrangement Agreement:

(i) may be terminated at any time prior to the Effective Time, whether before or after the Special Meeting
by the Corporation or Central Capital in order that an unsolicited offer or proposal from a third party may
be accepted as contemplated in the Arrangement Agreement;

(ii) shall automatically terminate on April 2, 1990 or such later date as may be determined in accordance
with the Arrangement Agreement (but in no event later than April 30, 1990) in the event the
Arrangement has not been completed on or before such date; or

(iii) may be terminated by mutual agreement of the parties to the Arrangement Agreement on such terms
and conditions which may be agreed upon without, subject to applicable law, any further notice to or
action on the part of their respective security holders.

Interest of Central Capital and Other Insiders in the Arrangement

Central Capital and its affiliates hold approximately 38% of the voting shares of the Corporation on a fully-
diluted basis. On November 22, 1988, Central Capital announced its desire to dispose of its investment in the
Corporation. Central Capital conducted the auction process which resulted in the execution of the Central Capital-
Westcoast Letter and the Letter of Understanding. See “THE ARRANGEMENT — Background to the Arrangement”.

Central Capital and its affiliates own all of the outstanding Utilities Holdings Shares and Propane Holdings
Shares. In 1989, dividends were declared and paid by Utilities Holdings and Propane Holdings, which dividends
were reinvested in newly issued shares of their respective payors. The result of the declaration and payment of such
dividends may reduce the amount of any capital gain that would be realized for Canadian income tax purposes on
the sale of shares of Ultilities Holdings and Propane Holdings by Central Capital and its affiliates under the
Arrangement.

Each of Central Capital, Utilities Holdings, Propane Holdings, Newco and MICCI is an affiliate of Central
Capital and a party to the Arrangement Agreement. Under the Arrangement Agreement, Central Capital makes
certain representations and warranties to the Corporation, Westcoast and WestCoast Gas, agrees to effect certain
transactions prior to the Effective Time, covenants and agrees with Westcoast and WestCoast Gas to take or refrain
from taking certain action in respect of the Arrangement and agrees to indemnify Westcoast, WestCoast Gas,
Utilities Holdings and Propane Holdings against certain losses (as defined in the Arrangement Agreement). In
particular, Central Capital has agreed that it and its subsidiaries will vote all shares in the capital of the Corporation
which it or they own or over which they exercise control or direction in favour of the Arrangement. See “THE
ARRANGEMENT — Conditions to the Arrangement Becoming Effective — Intention of Certain Shareholders and
Option Holders”.

Under the Arrangement Agreement and in acknowledgement of the role of Central Capital leading to the
execution of the Arrangement Agreement, the Corporation has agreed to reimburse Central Capital, forthwith upon
completion of the Arrangement, for the reasonable out-of-pocket expenses, except for certain Excluded Expenses
(as defined in the Arrangement Agreement) incurred by Central Capital in connection with the Arrangement. For
the period ended December 11, 1989, such expenses, which were in respect of legal and financial advisory services,
aggregated $1,151,152. After December 11, 1989, Central Capital will continue to be entitled to reimbursement for
certain of its out-of-pocket expenses, including those relating to the creation of the Class C 8% Convertible
Preference Shares and the Warrant Offering. The Special Committee considered and recommended reimbursement
of these expenses for the period ended December 11, 1989 and the matters in respect of which expenses will be
reimbursed after that date. Central Capital has indicated to the Corporation that it will waive its entitlement to
reimbursement if necessary to allow the Corporation to obtain the Advance Tax Ruling.

MICCI owns all of the First Preference Shares which are to be changed into Class C 8% Convertible
Preference Shares under the Arrangement. Under the Arrangement, MICCI will issue, to or for the benefit of all
other Inter-City Products Ordinary Shareholders, Warrants to purchase a percentage of the Class C 8% Convertible
Preference Shares held by it in order to provide Inter-City Products Ordinary Shareholders (other than residents of
any State in which the distribution of the Warrants or issuance of the Class C 8% Convertible Preference Shares
would be unlawful) with an opportunity to maintain their proportionate voting interest in Inter-City Products on a
fully-diluted basis. If any Warrants are not exercised, the proportion of the voting shares of Inter-City Products on a

47



fully-diluted basis held by Central Capital and its affiliates will increase. The maximum increase in the proportion of
the voting shares of Inter-City Products held on a fully-diluted basis by Central Capital will not be determinable
until such time as the Conversion Rate is determined but may result in Central Capital and its affiliates holding in
excess of 50 per cent of the voting shares of Inter-City Products on a fully-diluted basis. See “THE ARRANGEMENT
— The Warrant Offering”.

Under the Arrangement Agreement, the Corporation has agreed to demand on the Effective Date and MICCI
has agreed to pay the Norcen Note plus accrued interest thereon to the Effective Date. The Corporation has advised
Central Capital and MICCI that, in the event the Arrangement is not completed, it will not make demand for
payment of any principal amount outstanding under the Norcen Note without the prior written consent of MICCI
and Central Capital except in accordance with the schedule of principal payments established by the Norcen Note
(with the payment of $4,148,000 scheduled for December 31, 1989 deferred until April 30, 1990) provided that in
the event of any default in the payment of interest or a principal instalment on the Norcen Note, when due, and
subject to a notice and cure provision, the Corporation may demand payment of the full amount then payable under
the Norcen Note. See “THE ARRANGEMENT — Creation of the Class C 8% Convertible Preference Shares and
Warrant Offering — Purchase of First Preference Shares”.

During the year ended December 31, 1989, the Corporation and its subsidiaries were indebted to Bank of
Montreal (of which Mr. Stanley Davison, a director of the Corporation, is Vice-Chairman and a director and
Mr. John F. Fraser, a director of the Corporation, is a director) in the maximum aggregate amount of $25.9 million.
The balance owing on December 31, 1989 was $25.9 million. Interest payments amounted to $1.8 million for the
year. The average rate of interest on all loans outstanding during the year was approximately 11.96%. The amount of
indebtedness at January 31, 1990 was $30.7 million. Interest payments in 1990 to January 31, 1990 amounted to
$0.3 million. The average rate of interest on such payments in 1990 was 12.64%. Any balance owing by the
Corporation and its subsidiaries in respect of indebtedness to Bank of Montreal will either be assumed by Newco
(and ultimately Utilities Holdings) or Propane Company or repaid by the Corporation or its subsidiaries on the
Effective Date.

During the year ended December 31, 1989, the Corporation and its subsidiaries were indebted to the National
Bank of Canada (of which Mr. Michel Belanger, a director of the Corporation, is the Chairman) in the maximum
aggregate amount of $25.4 million. The balance owing on December 31, 1989 was $25.4 million. Interest payments
amounted to $2.4 million for the year. The average rate of interest on all loans outstanding during the year was
approximately 11.97%. The amount of indebtedness at January 31, 1990 was $30.2 million. Interest payments in
1990 to January 31, 1990 amounted to $0.3 million. The average rate of interest on such payments in 1990 was
12.65%. Any balance owing by the Corporation and its subsidiaries in respect of indebtedness to the National Bank
of Canada will either be assumed by Newco (and ultimately Utilities Holdings) or Propane Company or repaid by
the Corporation or its subsidiaries on the Effective Date.

During the year ended December 31, 1989, the Corporation and its subsidiaries were indebted to the Canadian
Imperial Bank of Commerce (of which Mr. William G. Davis, P.C., C.C., Q.C,, a director of the Corporation, is a
director) in the maximum aggregate amount of $289.9 million. The balance owing on December 31, 1989 was
$193.5 million. Interest payments amounted to $25.3 million for the year. The average rate of interest on all loans
outstanding during the year was approximately 12.16%. The amount of indebtedness at January 31, 1990 was
$147.8 million. Interest payments in 1990 to January 31, 1990 amounted to $1.6 million. The average rate of interest
on such payments in 1990 was 12.84%. Any balance owing by the Corporation and its subsidiaries in respect of
indebtedness to Canadian Imperial Bank of Commerce will either be assumed by Newco (and ultimately Utilities
Holdings) or Propane Company or repaid by the Corporation or its subsidiaries on the Effective Date.

During the year ended December 31, 1988, the Corporation and its subsidiaries were indebted to The Toronto-
Dominion Bank (of which Mr. Alan Sweatman, Q.C., a director of the Corporation, is a director) in the maximum
aggregate amount of $176.5 million. The balance owing on December 31, 1989 was $104.4 million. Interest
payments amounted to $19.5 million for the year. The average rate of interest on all loans outstanding during the
year was approximately 11.49%. The amount of indebtedness at January 31, 1990 was $94.9 million. Interest
payments in 1990 to January 31, 1990 amounted to $0.9 million. The average rate of interest on such payments in
1990 was 11.29%. Certain of the indebtedness owing by the Corporation and its subsidiaries to The Toronto-
Dominion Bank will be assumed by Newco (and ultimately Utilities Holdings) or Propane Company on the
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Effective Date. The indebtedness owing to The Toronto-Dominion Bank by the Corporation’s Energy Products
Division subsidiaries will remain outstanding after the Effective Date.

None of the loans described in the four preceding paragraphs is in default. Although Inter-City Products will
remain primarily liable for all debt assumed by Propane Company and Newco (and ultimately Utilities Holdings)
under the Propane Rolldown and the Arrangement (other than debt owed by the Corporation to ICG Ontario) all or
substantially all of such assumed debt will be repaid on the Effective Date out of the funds delivered to the
Depositary by WestCoast Gas, or, if WestCoast Gas assigns its right to acquire Propane Holdings Shares, to
Petro-Canada.

Effective May 5, 1989, the Corporation and its subsidiary CHL Holdings Inc. sold their shares in ICG
Resources. In connection with that transaction, a promissory note in the principal amount of $25.5 million, which
was owed by ICG Canada to ICG Resources which in turn owed a like amount under like terms and conditions to
Central Capital, was restructured such that the amount outstanding is now owed directly from ICG Canada to
Central Capital. There were no changes to any of the terms and conditions of the promissory note. The amount
outstanding on such note at December 31, 1989 was $24 million. Such note bears interest at the rate of 14% per
annum and is supported by a letter of credit from a Canadian chartered bank at a fee of %% per annum. Repayment
terms are $1.5 million semi-annually from 1990 to 1995 with the balance due on June 1, 1996.

Messrs. Clarence W. Cole, Leonard Ellen, H. Reuben Cohen, Q.C. and Robert G. Graham are directors of
Central Guaranty Trustco Ltd., the principal shareholder of Central Guaranty Trust Company and an affiliate of
Central Capital. Central Guaranty Trust Company has ongoing business relations with the Corporation and will
receive fees for its services as Depositary and Warrant Agent.

Mr. Alan Sweatman, Q.C. is a partner in the law firm of Thompson, Dorfman, Sweatman. This firm acted as
legal counsel to the Corporation in connection with the Arrangement and will receive fees in respect of such
services. Mr. Sweatman is also a director of The Toronto-Dominion Bank which has agreed, subject to certain
conditions, to refinance a portion of the Corporation’s and KeepRite’s outstanding bank advances in a maximum
amount of $52 million following the Effective Date.

Mr. H. Reuben Cohen, Q.C., a director of the Corporation, and Ms. Helen Meyer, Senior Vice-President and
Director of Merrill Lynch Canada Inc. are each directors of Petro-Canada.

Timing

If the Special Meeting is held on March 16, 1990 as scheduled, and not adjourned, and the Common
Shareholders, First Preference Shareholders, Third Preference Shareholders and Option Holders approve the
Arrangement Resolution by the requisite majority, the Corporation will apply on March 19, 1990, to the Court for
the Final Order permitting the Arrangement to be effected. The Interim Order provides that the Effective Date
shall be no earlier than the eighth day following the date of the approval of the Arrangement by Shareholders and
Option Holders in order to provide any dissenting Shareholders with an opportunity to withdraw their objection

notice. If the Final Order is obtained on March 19, 1990 and the other conditions contained in the Arrangement
Agreement are satisfied or waived, the Arrangement could occur as early as March 26, 1990.

Upon fulfillment or waiver of the conditions to the Arrangement, the Board of Directors intends to cause
articles of arrangement to be filed with the Director under the MCA together with such other material as may be
required by the Director in order that the Director may issue a Certificate of Amendment giving effect to the
Arrangement.

The Corporation currently anticipates that the Effective Date will be eight days after the Special Meeting. It is
not possible, however, to specify when the Effective Date will occur. The Effective Date could be delayed for a
number of reasons, including an objection before the Court in its hearing of the application for the Final Order. As
soon as the Effective Date has been determined, it will be publicized in major local and national newspapers.

Financing

Under the Arrangement Agreement, Westcoast has agreed to deposit with the Depositary at the Effective Time
the funds necessary to complete the Sale of Ultilities Holdings and Propane Holdings (which amount will be equal
to $21 for each Common Share participating in the Arrangement) and an amount equal to certain liabilities to be
assumed by Newco (and ultimately Utilities Holdings) under the Arrangement and Propane Company under the
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Propane Rolldown which are required to be repaid on the Effective Date. Westcoast has provided the Corporation
with a letter dated December 11, 1989 from a Canadian chartered bank confirming that such bank has committed to
provide financing of $715 million. It is not expected that the amount of funds required to complete the Sale of
Utilities Holdings and Propane Holdings and to repay the assumed liabilities which are required to be repaid on the
Effective Date will be greater than $715 million. Westcoast has agreed to deliver no later than two business days
prior to the intended Effective Time a letter or letters from a Canadian chartered bank confirming that such bank
will make available such amount as is required to complete the Sale of Utilities Holdings and Propane Holdings and
to repay the assumed liabilities which are required to be repaid on the Effective Date.

The Warrant Offering

MICCI will issue, to or for the benefit of all other Inter-City Products Ordinary Shareholders, Warrants to
purchase a percentage of the Class C 8% Convertible Preference Shares. The number of Warrants to be issued will
be equal to the number of outstanding Inter-City Products Ordinary Shares held by Shareholders other than
MICCI on the basis of one Warrant for each Inter-City Products Ordinary Share held. The Warrants will entitle
holders of Inter-City Products Ordinary Shares (other than residents of any State in which the distribution of the
Warrants or issuance of the Class C 8% Convertible Preference Shares would be unlawful) to maintain their
proportionate voting interest in Inter-City Products on a fully-diluted basis by exercising the Warrants distributed to
them under the Arrangement and converting the Class C 8% Convertible Preference Shares acquired thereby into
Inter-City Products Ordinary Shares. No fractional Warrants will be issued.

Three Warrants will be required to purchase one Class C 8% Convertible Preference Share from MICCI for a
purchase price of $25.00. The Warrants may be exercised at any time during the 21 day period commencing on the
Warrant Commencement Date and terminating on the Warrant Expiry Date. The Warrant Commencement Date
will be the business day following a period of 30 calendar days and a period of 20 trading days after the Effective
Date.

Under the Warrant Agreement, Inter-City Products shall not take any action in respect of the Class C 8%
Convertible Preference Shares which would dilute the interest of the Warrantholders without the consent of
MICCLI. In the event Inter-City Products takes such action with the consent of MICCI, MICCI and Inter-City
Products will jointly agree on the appropriate adjustments to the exercise price and the number of Class C 8%
Convertible Preference Shares purchasable upon exercise.

The Warrants will be distributed to holders of Inter-City Products Ordinary Shares (other than residents of any
State in which the distribution of the Warrants or issuance of the Class C 8% Convertible Preference Shares would
be unlawful) who forward a completed Letter of Transmittal and share certificates to the Depositary or the
Forwarding Agent as described under “THE ARRANGEMENT — Entitlement to Cash, Share Certificates and
Warrant Certificates”. The Warrants will be issued under and governed by the Warrant Agreement among MICCI,
the Warrant Agent and the Corporation. MICCI will appoint the principal offices of the Warrant Agent in each of
Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal and Halifax as the offices at which Warrants may be
surrendered for exercise or exchange.

The Warrants may be exercised by completing and executing the subscription form on the Warrant certificate
and delivering it, accompanied by full payment of the subscription price for the Class C 8% Convertible Preference
Shares for which the Warrantholder is subscribing in cash, certified cheque or bank draft payable to MICCI at the
offices of the Warrant Agent at the addresses indicated on the Warrant certificate so as to be received on or before
4:00 p.m. (local time) on the Warrant Expiry Date. The purchase of all Class C 8% Convertible Preference Shares
purchased pursuant to the exercise of the Warrants will be effective as at and from the business day after the
Warrant Expiry Date and Warrantholders who exercise Warrants will be entitled to receive dividends accruing on
the Class C 8% Convertible Preference Shares after the Warrant Expiry Date. See “THE ARRANGEMENT —
Creation of the Class C 8% Convertible Preference Shares and Warrant Offering”.

Subscriptions for Class C 8% Convertible Preference Shares must be for whole Class C 8% Convertible
Preference Shares only. No fractional Class C 8% Convertible Preference Shares will be issued upon the exercise of
any Warrants. Holders of Warrants do not have any voting or pre-emptive rights or any other rights which a holder
of Class C 8% Convertible Preference Shares or a holder of any other shares in the capital of the Corporation would
have. The Warrants will expire at 4:00 p.m. (local time) at the place of exercise on the Warrant Expiry Date.
Warrants not exercised prior to that time on the Warrant Expiry Date will be void and of no effect.
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Warrants may be bought or sold in Canada or the United States through usual investment channels such as
brokers and investment dealers. The Toronto Stock Exchange has conditionally approved the listing and posting for
trading of the Warrants, subject to the fulfillment of all the requirements of such exchange including distribution to
a minimum number of public holders. The Corporation will also seek to admit the Warrants to dealings on the
American Stock Exchange. Warrantholders are cautioned however that until such time as the ratio at which the
Class C 8% Convertible Preference Shares will be converted is established, which is currently anticipated to be on
the Warrant Commencement Date, the value of the Warrants cannot be determined and any trading of the
Warrants is speculative. It is anticipated that trading in the Warrants will terminate at 12:00 noon (Toronto time)
on the Warrant Expiry Date.

The certificates evidencing the Warrants will be distributed in registered form to Shareholders who have sent a
completed Letter of Transmittal and share certificates representing Common Shares and/or Third Preference
Shares to the Depositary or the Forwarding Agent. The Warrants evidenced by Warrant certificates may be
transferred to others by delivery of the Warrant certificate with the transfer panel duly executed and completed.

Warrant certificates evidencing more than one Warrant may be divided, combined or reregistered by sending
them to the Warrant Agent at any of its offices which have been designated for such purpose, accompanied by
instructions as to such division. New Warrant certificates will then be issued representing the same aggregate
number of whole Warrants, divided as the holder shall have requested.

The Warrants to be issued and distributed to holders of Inter-City Products Ordinary Shares (other than
MICCI) under the the Arrangement are not and will not be registered under the United States Securities Act of
1933 and will be issued and distributed pursuant to an exemption therefrom. The Corporation intends to file a
registration statement with the United States Securities and Exchange Commission to register the Class C 8%
Convertible Preference Shares to be issued and distributed upon the exercise of the Warrants under the United
States Securities Act of 1933. Warrants will not be exercisable by U.S. Persons unless and until that registration
statement has become effective and appropriate State securities law requirements have been satisfied. Warrants will
not be distributed to residents of any State in which the distribution of the Warrants or issuance of the Class C 8%
Convertible Preference Shares would be unlawful. Steps will be taken to ensure that neither the Warrants nor the
Class C 8% Convertible Preference Shares will be transferred into any State in which such transfer would be
unlawful. The Warrants are not, and under no circumstances are to be construed as, an offering or a solicitation of
any offer to buy any securities of the Corporation or MICCI in any State in which an offering or solicitation would
be unlawful. The Corporation and MICCI have arranged for Warrants that would otherwise have been distributed
to such State residents holding Inter-City Products Ordinary Shares to be distributed to a warrant sales agent for the
benefit of such holders. The warrant sales agent will sell these Warrants in the open market and allocate and
distribute the net proceeds of sale to such State residents holding Inter-City Products Ordinary Shares on a pro rata
basis based on the number of Warrants which would have otherwise been distributed to each such holder. Inter-City
Products will pay the costs of selling the Warrants and distributing the net proceeds from the sale.

The Warrant Agreement may be viewed at any time prior to the Warrant Expiry Date by any holder of
Warrants during normal business hours at at any of the offices of the Warrant Agent indicated above.

All Class C 8% Convertible Preference Shares not subscribed for will be returned to MICCI. If any Warrants
are not exercised, the proportion of the voting shares of Inter-City Products on a fully-diluted basis held by Central
Capital and its affiliates will be increased. See “THE ARRANGEMENT — Interest of Central Capital and Other
Insiders in the Arrangement”.

Entitlement to Cash, Share Certificates and Warrant Certificates

Holders of Common Shares and holders of Third Preference Shares must complete a Letter of Transmittal in
respect of such shares and forward the certificates representing such shares and a completed Letter of Transmittal to
the Depositary or Forwarding Agent in order to receive the cash and certificates representing Inter-City Products
Ordinary Shares and Warrants to which they are entitled after the Effective Date. A copy of the Letter of
Transmittal for use by Common Shareholders and Third Preference Shareholders in transmitting Common Shares
and Third Preference Shares, as the case may be, is enclosed with this Management Proxy Circular. Additional
copies of the Letter of Transmittal may be obtained from the Depositary or Forwarding Agent. Shareholders should
forward the completed Letter of Transmittal and the share certificates immediately in the envelope provided by
registered mail to the Depositary or by hand delivery or courier to the Depositary or Forwarding Agent. The details
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of the procedures for the deposit of certificates representing Common Shares and Third Preference Shares with the
Depositary and Forwarding Agent are set out in the Letter of Transmittal.

If Common Shareholders and Third Preference Sharcholders surrender their share certificates, they will not be
able to sell the shares to which those certificates relate. Share certificates will be returned upon request.

Unless otherwise provided in the Arrangement, on and after the Effective Date, certificates formerly
representing Common Shares will represent only the right to receive cash and certificates representing Inter-City
Products Ordinary Shares and Warrants and certificates formerly representing Third Preference Shares will
represent only the right to receive cash and certificates representing Inter-City Products Ordinary Shares and
Warrants. As soon as practicable after the Effective Date, the Depositary will pay the appropriate amount of cash
and will deliver certificates representing the appropriate number of Inter-City Products Ordinary Shares to
shareholders and Warrants to shareholders (other than residents of any State in which such delivery would be
unlawful) who have forwarded the required documents. If the Arrangement is not proceeded with, all transmitted
share certificates will be returned forthwith.

Shareholders are cautioned that Warrants will expire on the Warrant Expiry Date, which will be the business
day following a period of 30 calendar days followed by 20 trading days and a further 21 calendar days after the
Effective Date. The Depositary or Forwarding Agent must receive a completed Letter of Transmittal and share
certificates representing Common Shares or Third Preference Shares in sufficient time in order for shareholders to
receive Warrant certificates and exercise the Warrants prior to 4:00 p.m. on the Warrant Expiry Date.

Failure to Forward Letters of Transmittal and to Deposit Certificates

Any certificate formerly representing Common Shares or Third Preference Shares and not deposited with a
completed Letter of Transmittal and all of the other documents and instruments required by the Arrangement, on or
prior to the sixth anniversary of the Effective Date, will cease to represent a claim or interest of any kind or nature
against Inter-City Products and will cease to constitute the holder thereof a shareholder of Inter-City Products. On
such date, all cash and securities to which a former holder of a certificate referred to in the preceding sentence was
entitled shall be deemed to have been surrendered to Inter-City Products.

Fractional Shares

No certificates or scrip representing fractional Inter-City Products Ordinary Shares will be issued. In lieu
thereof, arrangements will be made for the sale of fractional interests in such shares for cash through the Depositary
on behalf of Shareholders entitled to such interests and the distribution of the proceeds thereof on a pro rata basis to
Shareholders entitled to such fractional interests.

Canadian Federal Income Tax Considerations

In the opinion of Osler, Hoskin & Harcourt, special counsel to the Corporation, the following summary fairly
presents the principal Canadian federal income tax considerations under the Income Tax Act (Canada) (the
“ITA”) generally applicable in respect of the Arrangement to holders of Common Shares and Third Preference
Shares (collectively “ICG Shares™) who, for purposes of the ITA, hold such shares as capital property and deal at
arm’s length with ICG, Central Capital, Propane Holdings and Ultilities Holdings. [CG Shares will generally be
considered to be capital property to a holder thereof unless they are held in the course of carrying on a business or
have been acquired in a transaction or transactions considered to be an adventure in the nature of trade. Certain
holders whose ICG Shares might not otherwise qualify as capital property may be entitled to obtain such
qualification by making the election provided by subsection 39(4) of the ITA.

This summary is based upon the current provisions of the ITA, the regulations thereunder, and special
counsel’s understanding of the administrative practices published by Revenue Canada, Taxation. This summary
takes into account specific proposals to amend the ITA announced prior to the date hereof but does not take into
account or anticipate any other changes in law, whether by judicial, governmental or legislative action or decision, or
the tax legislation of any province, territory or foreign jurisdiction. An application for an advance income tax ruling
has been made to Revenue Canada, Taxation, in order to confirm certain of the tax consequences described below.

This summary is of a general nature only and is not intended to be, and should not be construed to be, legal,
business or tax advice to any particular shareholder. Shareholders should consult their own tax advisors as to the
tax consequences to them under the Arrangement.
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Shareholders Resident in Canada
The following summary is applicable to shareholders who, for purposes of the ITA, are resident in Canada.

Change of Third Preference Shares

A shareholder will not be considered to have received a dividend and will not realize a capital gain or capital
loss on the exchange of Third Preference Shares for Common Shares. The shareholder will be deemed to have
disposed of such Third Preference Shares for proceeds of disposition equal to the adjusted cost base to him of those
shares immediately before the exchange and will be deemed to have acquired the Common Shares at a cost equal to
such deemed proceeds of disposition.

Common Share Transfers

Except as referred to below, a shareholder will not be considered to have received a dividend and will not
realize a capital gain or capital loss on the exchange of Common Shares for Utilities Holdings Shares or on the
exchange of Common Shares for Propane Holdings Shares. Such a shareholder will be deemed to have disposed of
the Common Shares so exchanged for proceeds of disposition equal to the adjusted cost base to him of those shares
immediately before the exchange and will be deemed to have acquired the Ultilities Holdings Shares and the
Propane Holdings Shares, as applicable, at a cost equal to such deemed proceeds of disposition.

A sharcholder may choose to recognize a capital gain or capital loss on the exchange of Common Shares for
Utilities Holdings Shares (or Propane Holdings Shares) by including the capital gain or capital loss in his income
tax return for the taxation year in which the exchange occurs. The rules relating to the computation and treatment of
a capital gain or capital loss are as described below under the heading “Sale of Utilities Holdings and Propane
Holdings”. In this regard, the proceeds of disposition realized by the shareholder will be equal to the fair market
value of the Utilities Holdings Shares (or Propane Holdings Shares). A sharcholder who chooses to recognize a
capital gain or capital loss on the exchange will be considered to have acquired his Utilities Holdings Shares (or
Propane Holdings Shares) at a cost equal to the fair market value thereof.

Sale of Utilities Holdings and Propane Holdings

A shareholder who disposes of Ultilities Holdings Shares (or Propane Holdings Shares) under the Arrangement
will generally realize a capital gain (or capital loss) equal to the amount by which the proceeds of disposition of such
Utilities Holdings Shares (or Propane Holdings Shares) net of any costs of disposition, exceed (or are less than) the
adjusted cost base to the shareholder of those shares. A shareholder will be required to include in computing income
% of any such capital gain (the “taxable capital gain”) and will generally be entitled to deduct % of any such capital
loss (the “allowable capital loss™) against taxable capital gains to the extent and under the circumstances prescribed
in the ITA. For corporations, special transitional rules apply where the capital gain or capital loss is realized in a
taxation year that straddles January 1, 1990. The amount of any capital loss realized by a corporation will generally
be reduced from that otherwise determined, to the extent and under the circumstances prescribed in the ITA, by the
amount of dividends received by the corporation on the ICG Shares.

The lifetime capital gains exemption provided for individuals resident in Canada on certain capital gains is not
available with respect to the disposition under the Arrangement of Common Shares, Utilities Holdings Shares or
Propane Holdings Shares. With respect to any disposition of ICG Shares other than under the Arrangement, the
lifetime capital gains exemption will not be available if such disposition is part of the same series of transactions or
events as the Arrangement. It will be a question of fact in each case as to whether any disposition of ICG Shares is
part of the same series of transactions or events as the Arrangement.

Dissenting Shareholders

A dissenting shareholder who receives a payment equal to the fair value of his Common Shares and/or Third
Preference Shares will be considered to have had such shares cancelled for an amount equal to such payment. A
dissenting shareholder generally will be deemed to have received a dividend equal to the amount by which the
payment exceeds the paid-up capital of his shares and will realize a capital gain (or capital loss) to the extent that
the paid-up capital of such shares, net of any costs of disposition, exceeds (or is less than) his adjusted cost base of
such shares. It is not clear whether such deemed dividend would arise on the Effective Date or at the time that the
dissenting shareholder is paid fair value for his shares. With respect to the Third Preference Shares, an advance
ruling has been requested to confirm that the deemed dividend will be computed by reference to the paid-up capital

53



of such shares immediately prior to the Effective Time of the Arrangement. If such ruling is not granted, it is
possible that the amount of the deemed dividend on such Third Preference Shares would be computed by reference
to paid-up capital of nil. The Corporation estimates that as of January 31, 1990, the paid-up capital for purposes of
the ITA of each Common Share was $7.41, and of each Third Preference Share was $21.06. See the comments
above under “Sale of Utilities Holdings and Propane Holdings” regarding the treatment of any such gain or loss.

The income tax treatment accorded any deemed dividend received by a dissenting shareholder will be that
normally accorded to taxable dividends received by the holder on shares of a taxable Canadian corporation, subject
to the possible recharacterization, under subsection 55(2) of the ITA, of such deemed dividend as proceeds of
disposition in the case of certain corporate shareholders.

Benefit

It is possible that shareholders who receive Warrants pursuant to the distribution of Warrants by MICCI, will
be viewed as having received a taxable benefit. In such a case, the amount of the taxable benefit would be required
to be included in income. The cost of the Warrants will be considered to be equal to the amount, if any, of any
taxable benefit that is so included in income.

In general, if a shareholder who receives a Warrant pursuant to the Warrant Offering disposes of, or is deemed
to dispose of, a Warrant (other than on the exercise or expiry thereof), the shareholder will realize a capital gain
equal to the amount by which the proceeds or deemed proceeds of disposition of the Warrant, net of any costs of
disposition, exceed the adjusted cost base of the Warrant to the Holder. In the event of the expiry of Warrants, that
shareholder will realize a capital loss equal to his adjusted cost base, if any, thereof. Upon the exercise of Warrants
by a shareholder, the cost to a shareholder of the Class C 8% Convertible Preference Shares acquired will be equal
to the aggregate of the shareholder’s adjusted cost base of the Warrants and the amount paid by the shareholder on
the exercise thereof.

Conversion of Class C 8% Convertible Preference Shares into Inter-City Products Ordinary Shares

A shareholder of Class C 8% Convertible Preference Shares will not realize a capital gain or capital loss upon
the conversion of Class C 8% Convertible Preference Shares into Inter-City Products Ordinary Shares, in
accordance with the terms and conditions of the Class C 8% Convertible Preference Shares. Under the current
published practice of Revenue Canada, Taxation, a shareholder of a Class C 8% Convertible Preference Share who
upon conversion receives cash not in excess of $200 in lieu of a fraction of a share may either treat this amount as
proceeds of disposition of a fraction of a Class C 8% Convertible Preference Share or, alternatively, reduce the
adjusted cost base of the shares which he receives on the conversion by the amount of cash received. In the event
that the shareholder chooses to recognize a disposition, he may realize a capital gain or a capital loss.

In general, it would appear that Class C 8% Convertible Preference Shares will not be term preferred shares.
However, specified financial institutions, and partnerships and trusts having such institutions as members or
beneficiaries, and which are considering acquiring more than 10% of the Class C 8% Convertible Preference Shares
(including acquisitions by non-arm’s length parties) should consult their own tax advisors in light of their specific
circumstances.

The Class C 8% Convertible Preference Shares are taxable preferred shares and the Corporation will make a
special election to ensure that corporate holders will not be liable for Part IV.1 tax.

On a redemption of a Class C 8% Convertible Preference Share, the holder will be deemed to have received a
dividend in respect of such share equal to the amount by which the payment made by Inter-City Products exceeds
the paid-up capital of the share, subject to the possible recharacterization of such excess as proceeds of disposition
in the case of certain corporate shareholders. The Corporation estimates that the amount of the deemed dividend
would be approximately $3.94 per share, plus the amount of any accrued dividends. For shareholders who are
individuals such deemed dividend will be included in income and will be subject to the usual gross-up and dividend
tax credit rules normally applicable to dividends received from taxable Canadian corporations. For corporate
shareholders, subject to the possible recharacterization referred to above, such deemed dividend will be included in
income and will normally be deductible in computing taxable income. For a corporate holder that is a specified
financial institution, such deemed dividend will be deductible in computing taxable income provided the share is not
a term preferred share acquired in the ordinary course of business. The amount of any such deemed dividend will be
excluded from the holder’s proceeds of disposition for the purposes of computing the capital gain or loss realized on
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the redemption (unless recharacterized as described above). The amount of any capital loss realized by a corporate
shareholder may be reduced from that otherwise determined by the amount of dividends received on the share to the
extent and under the circumstances prescribed in the ITA. Private corporations and certain other corporate
shareholders may be subject to a 25% refundable tax under Part IV of the ITA in respect of any such deemed
dividend.

Change in the Number of Common Shares Retained and Redesignation as Ordinary Shares

A holder of Common Shares will, in general, not realize a capital gain or a capital loss in respect of the Change
in the Number of Common Shares Retained or upon the redesignation of such shares as ordinary shares. However,
where a holder receives cash on the sale of a fractional interest in a Common Share, the holder will be considered to
have disposed of the fractional interest in the share and may thereby realize a capital gain or a capital loss.

Eligibility for Investment

Class C 8% Convertible Preference Shares and Warrants (if, as and when such Warrants are listed on a
prescribed stock exchange) will be qualified investments for a trust governed by a registered retirement savings plan,
a deferred profit sharing plan or a registered retirement income fund.

Shareholders Not Resident in Canada

The following summary is applicable to a shareholder who, for purposes of the ITA, has not been and will not
be resident in Canada at any time while he has held or will hold his ICG Shares, Warrants or Class C 8%
Convertible Preference Shares and to whom such shares and Warrants are not taxable Canadian. property. ICG
Shares (or Warrants or Class C 8% Convertible Preference Shares) will not be taxable Canadian property provided
that the holder does not use or hold, and is not deemed to use or hold his ICG Shares (or Warrants or Class C 8%
Convertible Preference Shares) in connection with carrying on a business in Canada and who has not, either alone
or in combination with persons with whom he does not deal at arm’s length, owned 25% or more of the issued shares
of any class or series of the capital stock of the Corporation at any time within five years preceding the Effective
Date (or the date of disposition of his Warrants or Class C 8% Convertible Preference Shares).

A shareholder other than a dissenting shareholder will not be subject to tax under the ITA on the exchange of
Third Preference Shares, the exchange of Common Shares or the sale of Utilities Holdings Shares or Propane
Holdings Shares.

A dissenting shareholder who receives a payment equal to the fair value of his Common Shares and/or Third
Preference Shares will be considered to have had such shares cancelled for an amount equal to such payment. A
dissenting shareholder will be deemed to have received a dividend equal to the amount by which the payment
exceeds the paid-up capital of such shares. It is not clear whether such deemed dividend would arise on the
Effective Date or at the time that the dissenting shareholder is paid fair value for his shares. With respect to the
Third Preference Shares, an advance ruling has been requested to confirm that the deemed dividend will be
computed by reference to the paid-up capital of such shares immediately prior to the Effective Time of the
Arrangement. If such ruling is not granted, it is possible that the amount of the deemed dividend on such Third
Preference Shares would be computed by reference to paid-up capital of nil. The Corporation estimates that as of
January 31, 1990, the paid-up capital for purposes of the ITA of each Common Share was $7.41 and of each Third
Preference Share was $21.06. Any such dividend would be subject to Canadian withholding tax. The rate of
withholding tax is 25% unless reduced by a tax treaty. For U.S. residents, the treaty-reduced rate generally
applicable is 15%.

It is possible that non-resident shareholders to whom Warrants are issued by MICCI, or who receive cash in
lieu of Warrants, will be considered to have received a taxable benefit which would be subject to Canadian
withholding tax as a deemed dividend. A non-resident shareholder who disposes of Warrants will not be subject to
tax under the ITA.

Non-resident shareholders who acquire Class C 8% Convertible Preference Shares will be subject to Canadian
withholding tax in respect of any dividends thereon at the rate of 25% unless reduced by a tax treaty. On disposition
of a Class C 8% Convertible Preference Share (other than a redemption) the non-resident shareholder will normally
be exempt from tax under the ITA provided such shares are not taxable Canadian property. On a redemption of a
Class C 8% Convertible Preference Share any resulting deemed dividend will be subject to Canadian withholding
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tax at the rate of 25% unless reduced by a tax treaty. The Corporation estimates that the amount of any such
deemed dividend will be approximately $3.94 per share plus the amount of any accrued dividends.

Change in the Number of Common Shares Retained and Redesignation as Ordinary Shares

A holder of Common Shares will not be subject to tax under the ITA as a result of the Change in the Number
of Common Shares Retained, including in respect of any cash received on the sale of a fractional interest in a share
or upon the redesignation of such shares as ordinary shares.

United States Federal Income Tax Considerations

Steptoe & Johnson, United States counsel to the Corporation, have advised the Corporation that the following
summary fairly and adequately describes the United States Federal income tax consequences of the Arrangement to
a shareholder of the Corporation who is a United States person (that is, individuals who are citizens or residents of
the United States and corporations, trusts and estates which are regarded by the United States as “domestic”
entities for Federal income tax purposes) (a “U.S. Taxpayer™). This discussion is not applicable to dealers in stocks
or securities, to organizations which are genecrally exempt from Federal income tax, to shares acquired as
compensation or to a U.S. Taxpayer owning, or considered as owning, 10 per cent of the total combined voting
power of all classes of stock entitled to vote of the Corporation at any time during the five year period ending on the
Effective Date.

This discussion is based upon the Internal Revenue Code of 1986, as amended (the “Code™), the regulations
thereunder, and judicial and administrative interpretations thereof, all as presently in effect. Shareholders are urged
to consult their own tax advisers with respect to their particular circumstances and with respect to applicable state
and local tax law. In this regard, U.S. Taxpayers should be advised that Congress is expected to consider legislation
during 1990 that would provide a preferential income tax rate for capital gains as opposed to ordinary income. It is
unknown at the present time whether or not such legislation will be enacted, and if enacted (1) what the preferential
rate will be; (2) what property will be eligible to receive preferential treatment; (3) what the requisite holding
periods will be; and (4) what the effective date of any such legislation will be.

Change of Third Preference Shares

A U.S. Taxpayer should not recognize gain or loss on the receipt of Common Shares in exchange for Third
Preference Shares, provided that the fair market value of the Common Shares received in the exchange equals the
fair market value of the Third Preference Shares exchanged therefor. Provided that the Third Preference Shares are
held as capital assets, the holding period for the Common Shares received in the exchange will include the period
during which such U.S. Taxpayer held the Third Preference Shares. A U.S. Taxpayer’s adjusted basis in the
Common Shares received in the exchange will be the same as the U.S. Taxpayer’s adjusted basis in the Third
Preference Shares transferred in exchange therefor.

If the fair market value of the Common Shares received in the exchange exceeds the fair market value of the
Third Preference Shares exchanged therefor, a U.S. Taxpayer may be treated as having received a distribution in an
amount equal to such excess. The distribution will be treated as a dividend, taxable as ordinary income, to the extent
of the U.S. Taxpayer’s allocable share of the Corporation’s current and accumulated earnings and profits. In such
event, a U.S. Taxpayer’s adjusted basis in the Common Shares received in the exchange will be equal to the
U.S. Taxpayer's adjusted basis in the Third Preference Shares exchanged therefor increased by the amount which is
treated as a distribution.

Common Share Transfers and Sale of Utilities Holdings and Propane Holdings

The U.S. Federal income tax consequences of the proposed Arrangement may vary depending on whether the
form of the transaction is respected for U.S. Federal income tax purposes. Provided that the form of the proposed
Arrangement is respected, a U.S. Taxpayer should recognize gain or loss on the exchange of a portion of his
Common Shares for Utilities Holdings Shares and for Propane Holdings Shares in an amount equal to the
difference between the fair market value of the Ultilities Holdings Shares and Propane Holdings Shares and his
adjusted basis in the Common Shares exchanged therefor. Because the form of the proposed Arrangement was
selected to effectuate Canadian tax objectives and for various other reasons, the form of the Arrangement should be
respected. However, the United States Internal Revenue Service (the “Service) may disagree and assert that the
form of the transaction should be recast. In this event a U.S. Taxpayer who participates in the Arrangement in all
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likelihood will be treated by the Service as having received a distribution from the Corporation in an amount equal
to the cash received upon the sale of the Utilities Holdings Shares and Propane Holdings Shares. If the form of the
Arrangement were recast, it is expected that the Service would require a U.S. Taxpayer to treat the distribution as a
dividend, taxable as ordinary income.

Because it is uncertain whether the form of the proposed transaction will be respected by the Service or, if
challenged by the Service whether such challenge will be sustained by a court, it may be advantageous to a
U.S. Taxpayer, from a U.S. Federal income tax point of view, to dispose of his Common Shares prior to the
Effective Date.

The U.S. Federal income tax consequences of each of these alternatives is more fully described below.

Consequences if the Form of the Arrangement is Respected
Common Share Transfers

Provided that the form of the proposed Arrangement is respected, a U.S. Taxpayer should recognize gain or
loss on the exchange of Common Shares for Utilities Holdings Shares and on the exchange of Common Shares for
Propane Holdings Shares. With respect to the exchange of Common Shares for Utilities Holdings Shares, such gain
or loss will be in an amount equal to the difference between the fair market value of the Utilities Holdings Shares
and the U.S. Taxpayer’s adjusted basis in the Common Shares exchanged therefor. Similarly, with respect to the
exchange of Common Shares for Propane Holdings Shares, such gain or loss will be in an amount equal to the
difference between the fair market value of the Propane Holdings Shares and the U.S. Taxpayer’s adjusted basis in
the Common Shares exchanged therefor.

In general, for purposes of determining gain or loss, the adjusted basis of shares of stock must be determined by
reference to the cost (or other tax basis) of the specific shares exchanged. However, the steps necessary to
accomplish the Arrangement under Canadian law make it unlikely that a U.S. Taxpayer will be able to identify
which Common Shares are exchanged for the Ultilities Holdings Shares or for the Propane Holdings Shares. In this
circumstance, the United States Income Tax Regulations provide that to the extent a U.S. Taxpayer acquired his
Common Shares on different dates or at different prices, and the lot from which the Common Shares are exchanged
cannot be adequately identified, the exchanged Common Shares shall be charged against the earliest of such lots
purchased or acquired in order to determine the cost (or other tax basis) of such stock. The gain or loss recognized
on the exchanges of Common Shares for Utilities Holdings Shares and for Propane Holdings Shares will be capital
gain or loss provided that the Common Shares are held as capital assets, and will be long-term or short-term capital
gain or loss depending on the U.S. Taxpayer’s holding period in the Common Shares exchanged.

Under the Code, capital losses generally cannot be used to offset ordinary income (including dividend income).
There is an exception for individual taxpayers to the extent of U.S. $3,000 (U.S. $1,500 in the case of a married
individual filing a separate return).

The adjusted basis of a U.S. Taxpayer in the Utilities Holdings Shares and Propane Holdings Shares will equal
the fair market value of such shares at the time of the exchange.

Sale of Utilities Holdings and Propane Holdings

If the tax effect of the transfers of Common Shares is as set forth above, a U.S. Taxpayer should not recognize
gain or loss on the sale of his Utilities Holdings Shares to WestCoast Gas and on the sale of his Propane Holdings
Shares to WestCoast Gas or its designee because the amount of cash received on the sale of the Utilities Holdings
Shares and Propane Holdings Shares immediately following the exchanges described above should equal the
U.S. Taxpayer’s adjusted basis in such shares.

Consequences if the Form of the Arrangement is not Respected

The prearrangement of the steps necessary to accomplish the Arrangement under Canadian law may cause the
Service to seek to recast the transaction. If the Service were to succeed in recasting the transaction, the U.S. Federal
income tax consequences would be different from those described above under the heading “Consequences if the
Form of the Arrangement is Respected”.

In such an event, a U.S. Taxpayer would be deemed to receive a distribution in an amount equal to the cash
received by the U.S. Taxpayer on the sale of the Utilities Holdings Shares and Propane Holdings Shares. The
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distribution would be a dividend, taxable as ordinary income, to the extent of the U.S. Taxpayer’s allocable share of
the Corporation’s current and accumulated earnings and profits (“E & P”). Any amount of the distribution in
excess of the U.S. Taxpayer’s allocable share of the Corporation’s E & P would be treated as a return of capital to
the extent of such shareholder’s adjusted basis for his Common Shares, and as capital gain (assuming such
shareholder holds his Common Shares as capital assets) to the extent of any remainder.

For this purpose, the Corporation’s E & P would be determined by applying U.S. Federal income tax concepts
to the Corporation’s historic activities and transactions, including transactions pursuant to the Arrangement. The
Corporation does not anticipate that it will determine the amount of its E & P nor provide such information to its
shareholders. In the absence of such information, it is anticipated that the Service would require a U.S. Taxpayer to
treat the entire amount of the distribution as a dividend, taxable as ordinary income. A U.S. Taxpayer that is a
corporation would not be eligible for the 70% dividends-received deduction with respect to the distribution, however,
because the Corporation is a foreign corporation.

If the transaction is recast by the Service and the entire amount of the distribution is treated as a dividend, the
adjusted basis of a U.S. Taxpayer in his Common Shares will be unaffected by the distribution. As a result, the
consummation of the Arrangement may result in the creation of, or increase in the amount of, a U.S. Taxpayer’s
unrealized loss with respect to his Common Shares.

If a U.S. Taxpayer subsequently disposed of the Inter-City Products Ordinary Shares, and realized a loss as the
result of such disposition, such loss would be capital in the nature (assuming such shareholder holds his common
shares as capital assets). Under the Code, capital losses generally cannot be used to offset ordinary income
(including dividend income). There is an exception for individual taxpayers to the extent of U.S. $3,000
(U.S. $1,500 in the case of a married individual filing a separate return).

In the event that the full amount of the distribution is not treated as a dividend and is treated, in part, as a
return of capital, the adjusted basis of a U.S. Taxpayer in his Common Shares would be reduced by any amount of
the distribution which is treated as a return of capital.

In light of the uncertainty as to whether or not the form of the proposed Arrangement will be respected, a U.S.
Taxpayer who wishes to insure sale or exchange treatment for U.S. Federal income tax purposes may do so only by
disposing of his Common Shares prior to the Effective Date. In this event a U.S. Taxpayer will recognize gain or
loss equal to the difference between his adjusted basis in the Common Shares and the amount received for them.
The gain or loss recognized on the disposition of the Common Shares will be capital gain or loss provided that the
Common Shares are held as capital assets, and will be long-term or short-term capital gain or loss depending on the
U.S. Taxpayer's holding period in such Common Shares.

The factors a U.S. Taxpayer should consider in making a decision as to whether or not to dispose of his
Common Shares prior to the Effective Date include, but are not limited to, the following:

(i) whether or not such shareholder desires to remain a shareholder after the Effective Date and, if so,

(ii) the tax and other costs which will be incurred as a result of a U.S. Taxpayer’s selling his Common Shares
prior to the Effective Date and purchasing Inter-City Products Ordinary Shares after the Effective Date,
and

(iii) the risks of changing market prices and possible application of the “wash sale” rules which would be
involved in the series of transactions described in subparagraph (ii).

The Code imposes various penalties and additions to tax, including a penalty under Code Section 6662 for a
“substantial understatement” of tax liability. The substantial understatement penalty can be reduced or eliminated
through adequate disclosure to the Service. A U.S. Taxpayer who does not dispose of his Common Shares prior to
the Effective Date but, instead, transfers such Common Shares in accordance with the Arrangement, should consult
with his own tax adviser as to whether or not, in light of such U.S. Taxpayer’s particular circumstances, the relevant
facts affecting the tax treatment of the gain or loss recognized by such U.S. Taxpayer on the transfers of his
Common Shares should be disclosed on his U.S. Federal income tax return or in a statement attached thereto.

Change in the Number of Common Shares Retained and Receipt of Inter-City Products Ordinary Shares

A U.S. Taxpayer should not recognize gain or loss upon the subdivision of Common Shares or upon receipt of
Inter-City Products Ordinary Shares. Provided that the Common Shares are held as capital assets, the holding
period for the Inter-City Products Ordinary Shares received by a U.S. Taxpayer in exchange for his Common
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Shares will include the period during which the U.S. Taxpayer held such Common Shares. A U.S. Taxpayer’s
adjusted basis in his Inter-City Products Ordinary Shares will be the same as that Taxpayer’s adjusted basis in the
Common Shares transferred in exchange therefor. Thus, if the form of the Arrangement is respected, such adjusted
basis should equal a U.S. Taxpayer’s aggregate adjusted basis in Common Shares prior to the exchanges for Utilities
Holdings Shares and Propane Holdings Shares reduced by the adjusted basis attributed to the Common Shares
transferred for the Utilities Holdings Shares and Propane Holdings Shares, as described under the heading
“Common Share Transfers and Sale of Utilities Holdings and Propane Holdings — Consequences if the Form of
the Arrangement is Respected — Common Share Transfers”. If the form of the Arrangement is not respected, then
a U.S. Taxpayer’s adjusted basis in his Inter-City Products Ordinary Shares would be equal to his adjusted basis in
his Common Shares, reduced by the amount of the distribution in excess of the U.S. Taxpayer’s allocable share of
the Corporation’s E & P, as described under the heading “Common Share Transfers and Sale of Utilities Holdings
and Propane Holdings — Consequences if the Form of the Arrangement is not Respected.”

A U.S. Taxpayer who receives cash in lieu of fractional Inter-City Products Ordinary Shares will be treated as if
such fractional shares were issued and then redeemed for the amount of such cash. This payment will be treated as a
distribution and may be taxable as a dividend, unless the redemption: (i) results in the “complete termination” of the
shareholder’s interest in the Corporation within the meaning of Section 302(b) (3) of the Code; (ii) is “substantially
disproportionate™ with respect to the shareholder within the meaning of Section 302(b) (2) of the Code; or (iii) is
“not essentially equivalent to a dividend” within the meaning of Section 302(b) (1) of the Code. In determining
whether the redemption satisfies one of these three tests, the constructive stock ownership rules of Section 318 of the
Code will apply. In the event that the redemption satisfies one of these three tests, a U.S. Taxpayer will recognize
gain or loss equal to the difference between the amount of cash received and his cost (or other tax basis) in such
fractional Shares. Such gain or loss will be capital gain or loss if the shares are held as capital assets, and will be
long-term or short-term capital gain or loss depending on the U.S. Taxpayer’s holding period in such shares.

Warrant Offering

The United States Federal income tax consequences to a U.S. Taxpayer of the receipt of Warrants are unclear.
If the form of the transaction is respected and the Warrants are treated for U.S. Federal income tax purposes as part
of the consideration received by a U.S. Taxpayer in the Common Share Transfers, a U.S. Taxpayer must take into
account in computing his gain or loss on the Common Share Transfers the fair market value of the Warrants (as of
the date on which the Warrants are issued) received by such U.S. Taxpayer as well as the fair market value of the
Utilities Holdings Shares and the Propane Holdings Shares. See “Common Share Transfers and Sale of Utilities
Holdings and Propane Holdings — Consequences if the Form of the Arrangement is Respected — Common Share
Transfers,” above. In the alternative, for U.S. Federal income tax purposes the Service may treat the receipt of
Warrants as wholly independent of the Common Share Transfers. In this event, a U.S. Taxpayer may have ordinary
income equal to the fair market value of the Warrants (as of the date on which the Warrants are issued) received by
such U.S. Taxpayer. In either of these situations, a shareholder who is a U.S. Taxpayer will have an adjusted basis
in the Warrants equal to the fair market value of such Warrants on the date on which the Warrants are issued, and
the U.S. Taxpayer’s holding period in the Warrants will begin on the date on which the Warrants are issued to him.

If the form of the Arrangement is recast as described under the heading “Common Share Transfers and Sale of
Utilities Holdings and Propane Holdings — Consequences if the Form of the Arrangement is Not Respected” then
the receipt of Warrants may be treated for U.S. Federal income tax purposes as the receipt of an additional
distribution made by the Corporation with respect to its stock. As a general rule a distribution of stock rights made
by a corporation with respect to its stock is tax-free to the shareholders. However, there is an exception to the
general rule where the distribution has the result of some shareholders receiving property, including cash, and others
increasing their proportionate interests in the corporation. If there are shareholders who reside in any State in which
the distribution of the Warrants or the issuance of the Class C 8% Convertible Preference Shares would be unlawful
and cash is distributed to them in lieu of Warrants, a U.S. Taxpayer who receives Warrants may be treated as
receiving a distribution from the Corporation, taxable as ordinary income, in an amount equal to the fair market
value (as of the date on which the Warrants are issued) of the Warrants he receives. If the receipt of Warrants is
treated as a tax-free receipt of stock rights of the Corporation, then a U.S. Taxpayer must allocate his adjusted basis
in his Inter-City Products Ordinary Shares between the Warrants and the Inter-City Products Ordinary Shares,
based upon their relative fair market values at the time he receives the Warrants; his holding period in the Warrants
will include the holding period of his Inter-City Products Ordinary Shares. If the receipt of Warrants is treated as a

59



receipt of stock rights from the Corporation that falls within the above-described exception and therefore is not tax-
free, a U.S. Taxpayer who receives Warrants will have an adjusted basis in the Warrants equal to the fair market
value of such Warrants (on the date on which the Warrants are issued) and the U.S. Taxpayer’s holding period in
the Warrants will begin on the date on which the Warrants are issued to him.

A U.S. Taxpayer should consult with his own tax adviser concerning the above-described alternatives.

On a subsequent sale of a Warrant, a U.S. Taxpayer should recognize gain or loss to the extent that the amount
realized on such sale exceeds (or is less than) the U.S. Taxpayer’s adjusted basis in the Warrant. Such gain or loss
will be capital gain or loss provided that the Warrant is held as a capital asset and will be long-term or short-term
gain or loss depending upon the U.S. Taxpayer’s holding period in the Warrant. A U.S. Taxpayer who fails to
exercise a Warrant will be deemed to have sold or exchanged the Warrant on the expiration date of such Warrant
and should realize a capital loss in an amount equal to his adjusted basis in the Warrant. Such loss will be long-term
or short-term capital loss depending on such U.S. Taxpayer’s holding period in such Warrant.

A U.S. Taxpayer who resides in any State in which the distribution of the Warrants or the issuance of the
Class C 8% Convertible Preference Shares would be unlawful and who receives cash upon the sale of the Warrants
distributed for his benefit to a warrant sales agent, will be treated for U.S. Federal income tax purposes as if he had
received the Warrants and then sold them. The tax consequences of the constructive receipt of the Warrants are the
same as those described in the preceding paragraphs with respect to the actual receipt of Warrants. Upon the
deemed sale of his Warrants, a U.S. Taxpayer will recognize gain or loss to the extent that the amount that he
receives in cash from the warrant sales agent exceeds (or is less than) his adjusted basis in the Warrants. Such gain
or loss will be capital gain or loss provided that the Warrants are considered held by the U.S. Taxpayer as capital
assets, and will be long-term or short-term capital gain or loss depending upon the holding period of the Warrants. A
U.S. Taxpayer should consult with his own tax adviser concerning whether he may defer the recognition of any
income attributable to the Warrants until the time when the warrant sales agent disposes of the Warrants and
distributes the net proceeds of disposition.

Exercise of Warrants and Purchase of Class C 8% Convertible Preference Shares

A U.S. Taxpayer should not recognize gain or loss on the exercise of the Warrants, and his adjusted basis in the
Class C 8% Convertible Preference Shares received on such exercise will equal his basis in the Warrants plus the
amount paid for the Class C 8% Convertible Preference Shares. The U.S. Taxpayer’s holding period for the Class C
8% Convertible Preference Shares will begin on the date on which he exercises the Warrants.

On a subsequent sale of Class C 8% Convertible Preference Shares a U.S. Taxpayer should recognize gain or
loss equal to the amount by which the amount realized on such sale exceeds (or is less than) his adjusted basis in
the Class C 8% Convertible Preference Shares. Such gain or loss will be capital gain or loss provided that the
Class C 8% Convertible Preference Shares are held as capital assets, and will be long-term or short-term capital gain
or loss depending on the U.S. Taxpayer’s holding period in such Class C 8% Convertible Preference Shares.

A U.S. Taxpayer who receives cash in lieu of fractional Class C 8% Convertible Preference Shares will be
treated as if he had received such fractional Class C 8% Convertible Preference Shares and they were then
redeemed for cash. Such payment will be treated as a distribution and may be taxable as a dividend, under the
principles described under the heading “Change in the Number of Common Shares Retained and Receipt of
Inter-City Products Ordinary Shares”.

To the extent that a dividend is paid on the Class C 8% Convertible Preference Shares, such distribution will be
taxable to a U.S. Taxpayer as ordinary income, to the extent of the U.S. Taxpayer’s allocable share of Inter-City
Products’ E&P. A U.S. Taxpayer that is a corporation will not be eligible for the 70% dividends-received deduction
with respect to the distribution, however, because Inter-City Products is a foreign corporation. Inter-City Products
does not anticipate that it will determine the amount of its E&P nor provide such information to its shareholders.
Accordingly, it is anticipated that the Service would require a U.S. Taxpayer to treat the entire amount of the
distribution as ordinary income.

Conversion of Class C 8% Convertible Preference Shares into Inter-City Products Ordinary Shares

A U.S. Taxpayer should not recognize gain or loss on the conversion of Class C 8% Convertible Preference
Shares into Inter-City Products Ordinary Shares, provided that the fair market value of the Inter-City Products
Ordinary Shares into which the Class C 8% Convertible Preference Shares are converted does not exceed the fair
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market value of the Class C 8% Convertible Preference Shares that are converted. Provided that the Class C 8%
Convertible Preference Shares are held as capital assets, a U.S. Taxpayer’s adjusted basis in the Inter-City Products
Ordinary Shares into which such shares are converted will be the same as the U.S. Taxpayer’s adjusted basis in the
Class C 8% Convertible Preference Shares that are converted. A U.S. Taxpayer’s holding period for the Inter-City
Products Ordinary Shares received in the conversion will include the period during which such U.S. Taxpayer held
the Class C 8% Convertible Preference Shares. A U.S. Taxpayer should recognize gain or loss on a subsequent sale
of an Inter-City Products Ordinary Share to the extent that the amount realized on such sale exceeds (or is less
than) the U.S. Taxpayer’s adjusted basis in the Inter-City Products Ordinary Share. Such gain or loss will be capital
gain or loss provided that the Inter-City Products Ordinary Share is held as a capital asset and will be long-term or
short-term gain or loss depending upon the U.S. Taxpayer’s holding period in such Inter-City Products Ordinary
Share. A payment to a U.S. Taxpayer in redemption of his Class C 8% Convertible Preference Shares will be
treated as a distribution and may be taxable as a dividend under the principles described under the heading “Change
in the Number of Common Shares Retained and Receipt of Inter-City Products Ordinary Shares”.

A U.S. Taxpayer who receives cash in lieu of fractional Inter-City Products Ordinary Shares will be treated as
if such fractional Inter-City Products Ordinary Shares had been issued to him and then redeemed for the amount of
such cash. Such payment will be treated as a distribution and may be taxable as a dividend under the principles
described under the heading “Change in the Number of Common Shares Retained and Receipt of Inter-City
Products Ordinary Shares.”

Foreign Tax Credit

As explained above, under the heading “Canadian Federal Income Tax Consequences — Shareholders Not
Resident in Canada”, Canadian tax may be withheld with respect to the Warrants, the proceeds obtained by the
warrant sales agent on the disposition of Warrants for the benefit of U.S. Taxpayers, dividends on Class C 8%
Convertible Preference Shares, and any proceeds of redemption of Class C 8% Convertible Preference Shares. If
Canadian tax is so withheld, then, subject to the limitations set out in the Code, a U.S. Taxpayer may be entitled to
a credit against his U.S. Federal income tax for any Canadian income tax payable on account thereof. U.S.
Taxpayers should consult their own tax advisers concerning the availability of any credit, in their particular
circumstances, for any Canadian tax paid or withheld.

Dissenting Shareholders

As discussed under the heading “THE ARRANGEMENT — Dissenting Shareholders or Option Holders” a holder
of Third Preference Shares or Common Shares may dissent with respect to the Arrangement.

A dissenting shareholder who is a U.S. Taxpayer, who complies with each of the steps required to dissent
effectively, and who receives a payment equal to the value of his Third Preference Shares or Common Shares will be
considered to have had his Third Preference Shares or Common Shares redeemed for the amount of cash received.
This payment will be treated as a distribution and may be taxable as a dividend unless the redemption: (i) results in
the “complete termination” of the shareholder’s interest in the Corporation within the meaning of
Section 302(b) (3) of the Code; (ii) is “substantially disproportionate” with respect to the shareholder within the
meaning of Section 302(b) (2) of the Code; or (iii) is “not essentially equivalent to a dividend” within the meaning
of Section 302(b) (1) of the Code. In determining whether the redemption satisfies one of these three tests, the
constructive stock ownership rules of Section 318 of the Code will apply. In the event that the redemption satisfies
one of the three tests, a U.S. Taxpayer will recognize gain or loss in an amount equal to the difference between the
amount received and his adjusted basis in the Third Preference Shares or Common Shares. Such gain or loss will be
capital gain or loss if the Shares are held as capital assets, and will be long-term or short-term capital gain or loss
depending on the shareholder’s holding period.

If, as explained above under the heading “Canadian Federal Income Tax Consequences — Shareholders not
resident in Canada”, Canadian tax is withheld on any amount paid to the Shareholder, then, subject to limitations
set out in the Code, a U.S. Taxpayer may be entitled to a credit against his United States Federal income tax for any
Canadian tax payable on account of the payment to him for his Third Preference Shares or Common Shares. U.S.
Taxpayers who dissent from the Arrangement should consult their tax advisers concerning the availability of any
credit, in their particular circumstances, for any Canadian tax paid or withheld on the receipt of amounts in respect
of the fair value of their shares.

61



Dissenting Shareholders or Option Holders

Under the Arrangement and pursuant to the Interim Order, a Shareholder or Option Holder is entitled to
dissent and be paid the fair value of his Common Shares, First Preference Shares, Third Preference Shares or
Options if the Shareholder or Option Holder objects to the Arrangement Resolution and the Arrangement becomes
effective. A Shareholder or Option Holder may dissent only with respect to all of the Common Shares, First
Preference Shares or Third Preference Shares held by the Shareholder on behalf of any one beneficial owner and
registered in the Shareholder’s name and with respect to all Options held by the Option Holder. A Shareholder or
Option Holder who holds Common Shares, First Preference Shares, Third Preference Shares or Options is entitled
to dissent with respect to all his shares of one class or Options but not with respect to another class. However, a
Shareholder or Option Holder is not entitled to dissent with respect to any Common Shares, First Preference Shares
or Third Preference Shares or Options on the Arrangement if the Shareholder or Option Holder votes any of such
shares beneficially owned by one owner in favour of the Arrangement Resolution.

In order to dissent, a Shareholder or Option Holder must send to Inter-City Gas Corporation c¢/o the Secretary,
Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg, Manitoba, R3C 3T7 at or before the Special Meeting a
written objection (“Objection Notice™) to the Arrangement Resolution. A vote against the Arrangement Resolution
or an abstention does not constitute such an Objection Notice, but a Shareholder or Option Holder need not vote his
Common Shares, First Preference Shares, Third Preference Shares or Options, as the case may be, against the
Arrangement Resolution in order to dissent. Immediately after the approval of the Arrangement Resolution by the
Shareholders and Option Holders of the Corporation at the Special Meeting, Inter-City Products will deliver to
each Shareholder or Option Holder who has filed an Objection Notice, at the address specified for such purpose in
such Shareholder’s or Option Holder’s Objection Notice, a notice stating that the Arrangement Resolution has been
approved (the “Company Notice”). A Company Notice is not required to be sent to any Shareholder or Option
Holder who voted for the Arrangement Resolution or who has withdrawn his Objection Notice.

On sending the Objection Notice to the Corporation, a Shareholder or Option Holder will be deemed to have
validly dissented and such a dissenting Shareholder or Option Holder ceases to have any rights as a Shareholder or
Option Holder except the right to be paid the fair value of the shares or Options in respect of which he has dissented
and such shares or Options will be deemed to have been cancelled by the Corporation pursuant to the Arrangement
unless the dissenting Shareholder or Option Holder withdraws the Objection Notice not later than 3:00 p.m.
(Winnipeg Time) on the business day immediately preceding the Effective Date or the Arrangement does not
proceed, in which case such Shareholder’s or Option Holder’s rights are reinstated as of the date he sent the
Objection Notice.

Not later than seven days after the Effective Date, Inter-City Products will send to each of the dissenting
Shareholders or Option Holders a written offer (the “Offer to Purchase”) to pay for the Common Shares, First
Preference Shares, Third Preference Shares or Options which are the subject of the Objection Notice, as the case
may be, in an amount considered by the directors of Inter-City Products to be the fair value thereof, accompanied
by a statement showing how the fair value was determined. Every Offer to Purchase in respect of each class of
previously-existing shares of the Corporation or Options shall be on the same terms.

Dissenting Shareholders and Option Holders who accept the Offer to Purchase will be paid within ten days of
acceptance. The Offer to Purchase lapses if Inter-City Products does not receive an acceptance within 30 days after
the date on which the Offer to Purchase was made.

If Inter-City Products fails to make the Offer to Purchase or the dissenting Shareholder or dissenting Option
Holder fails to accept the Offer to Purchase within the time limit prescribed therefor, Inter-City Products may
apply, under the MCA, to a court to fix a fair value for the shares within 50 days after the Effective Date or within
such further period as the court may allow. Management of the Corporation intends to have Inter-City Products
make the Offer to Purchase and if such Offer to Purchase is not accepted by the dissenting Shareholder or
dissenting Option Holder, management of the Corporation intends to have Inter-City Products make application to
the court to fix the fair value for the Common Shares, First Preference Shares, Third Preference Shares and/or
Options. Upon any such application by Inter-City Products, Inter-City Products shall notify each affected dissenting
Shareholder or dissenting Option Holder of the date, place and consequences of the application and of such
dissenting Shareholder’s or dissenting Option Holder’s right to appear and be heard in person or by his counsel. If
Inter-City Products fails to make such an application, the dissenting Shareholder or dissenting Option Holder has
the right to so apply within a further period of 20 days or within such further period as the court may allow. The
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application referred to above shall be made to a court having jurisdiction in Manitoba or in the province where the
dissenting Shareholder or dissenting Option Holder resides if Inter-City Products carries on business in that
province. All dissenting Shareholders or dissenting Option Holders whose shares or Options have not been
purchased by Inter-City Products will be joined as parties to the application and will be bound by the decision of the
court. The court may determine whether any person is a dissenting Shareholder or dissenting Option Holder who
should be joined as a party and the court will fix a fair value for the Common Shares, First Preference Shares, Third
Preference Shares and/or Options of all dissenting Shareholders or dissenting Option Holders.

Provided that the Arrangement becomes effective a Shareholder or Option Holder who complies with each of
the steps required to dissent effectively is entitled to be paid the fair value of the Common Shares, First Preference
Shares, Third Preference Shares or Options in respect of which he dissents, determined as of the close of business
on the day before the Special Meeting. Such fair value as determined by the court may be more than, less than, or
equal to the consideration to be received under the Arrangement or the Offer to Purchase.

Qualification of Securities

The Corporation does not intend to file a registration statement with the United States Securities and
Exchange Commission to register the Warrants. The Warrants will be issued in reliance on an exemption therefrom
under section 3(a) (10) of the United States Securities Act of 1933. The Corporation intends to file a registration
statement with the United States Securities and Exchange Commission to register the Class C 8% Convertible
Preference Shares issuable on the exercise of Warrants under the United States Securities Act of 1933. The
Warrants will not be exercisable by U.S. Persons unless and until that registration statement has become effective
and appropriate State securities law requirements have been satisfied and the Warrants will be so legended, if
necessary.

Stock Exchange Listings

The Inter-City Products Ordinary Shares will continue to be listed for trading on The Toronto Stock Exchange,
the Winnipeg Stock Exchange and the American Stock Exchange after the completion of the Arrangement.

The Toronto Stock Exchange has conditionally approved the listing of the Warrants, the Class C
8% Convertible Preference Shares and the Inter-City Products Ordinary Shares issuable on the conversion of the
Class C 8% Convertible Preference Shares, subject to the fulfillment of all the requirements of such exchange,
including distribution to a minimum number of public holders. Application will be made to list the Inter-City
Products Ordinary Shares issuable on the conversion of the Class C 8% Convertible Preference Shares on the
Winnipeg Stock Exchange and on the American Stock Exchange. Application will also be made to list the Class C
8% Convertible Preference Shares and to admit the Warrants to dealings on the American Stock Exchange.

The Winnipeg Stock Exchange has conditionally approved the listing of the Utilities Holdings Shares and
Propane Holdings Shares on the Effective Date.

Eligibility for Investment in Canada

In the opinion of Osler, Hoskin & Harcourt, special counsel to the Corporation, had the Arrangement become
effective on the date hereof, the Inter-City Products Ordinary Shares and Class C 8% Convertible Preference
Shares would be eligible investments, without resort to the so-called “basket provisions” subject to general
investment conditions or restrictions:

(a) for insurance companies registered or licensed under the Canadian and British Insurance Companies Act
(Canada), or the Foreign Insurance Companies Act (Canada) and certain insurers incorporated or
licensed under the Insurance Act (Ontario) and the Insurance Act (Alberta);

(b) for loan companies regulated under the Loan Companies Act (Canada), trust companies regulated under
the Trust Companies Act (Canada), trust companies regulated under the Trust Companies Act
(Alberta) and trust companies subject to the provisions of the Trust Company Act (British Columbia);

(c) for pension plans regulated under the Pension Benefits Standards Act, 1985 (Canada) or the
Employment Pension Plans Act (Alberta); and

(d) for trustees whose investment powers are governed by the Trustee Act (Ontario) or the Trustee Act
(Alberta).
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In the opinion of such counsel, had the Arrangement become effective on the date hereof, a company
registered, licensed, regulated, subject to the provisions of or governed, as the case may be, by one of the statutes
referred to in (a), (b), (c) or (d) above with the exception of the Trustee Act (Ontario), the Trust Companies Act
(Alberta) and the Trust Company Act (British Columbia) and which holds Common Shares as an eligible
investment, may accept and hold Utilities Holdings Shares and Propane Holdings Shares in exchange for such
Common Shares in accordance with such statutes and subject to general investment conditions or restrictions
thereof.

In the opinion of such counsel, had the Arrangement become effective on the date hereof, a Third Preference
Shareholder registered, licensed, regulated, subject to the provisions of or governed, as the case may be, by one of
the statutes referred to in (a), (b), (c) or (d) above may accept and hold the Common Shares to be issued on the
Change of Third Preference Shares in accordance with such statutes and subject to any general investment
conditions or restrictions thereof.

In the opinion of such counsel, had the Arrangement become effective on the date hereof, the Pension Benefits
Act, 1987 (Ontario) and regulation thereunder (the “PBA™) would not preclude investment in the Common Shares
to be issued on the Change of Third Preference Shares, Inter-City Products Ordinary Shares, Class C
8% Convertible Preference Shares, Utilities Holdings Shares or Propane Holdings Shares, at the date hereof, by a
pension fund registered thereunder which has filed a statement of investment policies and goals, subject to the
prudent investment criteria and the general investment provisions thereof and provided that the Common Shares to
be issued on the Change of Third Preference Shares, Inter-City Products Ordinary Shares, Class C 8% Convertible
Preference Shares, Utilities Holdings Shares or Propane Holdings Shares, as the case may be, are within a category
of investment specifically permitted and for which guidelines have been established in such statement. In the further
opinion of such counsel, the Common Shares to be issued on the Change of Third Preference Shares, Inter-City
Products Ordinary Shares, Class C 8% Convertible Preference Shares, Utilities Holdings Shares or Propane
Holdings Shares are investments in which the PBA states that a pension fund registered thereunder may invest, at
the date hereof, if the pension fund has not been required to file and has not filed a statement of investment policies
and goals, subject to the prudent investment criteria and the general investment provisions of the PBA, and subject
to the general investment provisions of the Pension Benefits Act (Ontario) as it existed at December 31, 1987,
without resorting to the so-called “basket” provision thereof.

In the opinion of such counsel, had the Arrangement become effective on the date hereof, the provisions of the
Loan and Trust Corporations Act, 1987 (Ontario) and the Regulations under that Act would not, subject to
compliance with prudent investment standards and the general investment provisions of that Act, preclude the funds
received as deposits by loan corporations and trust corporations registered under that Act from being invested in the
Common Shares to be issued on the Change of Third Preference Shares, Inter-City Products Ordinary Shares,
Class C 8% Convertible Preference Shares, as the case may be, at the date hereof, without resort to the so-called
“basket” provisions thereof.

In the opinion of such counsel, had the Arrangement become effective on the date hereof, the provisions of an
Act respecting insurance (Quebec) would not preclude the investment in the Common Shares to be issued on the
Change of Third Preference Shares, Inter-City Products Ordinary Shares, Class C 8% Convertible Preference
Shares, Utilities Holdings Shares or Propane Holdings Shares, as the case may be, at the date hereof, by an insurer
governed thereunder, other than a mutual association or professional corporation, subject to the general investment
provisions of that Act.

In the opinion of such counsel, had the Arrangement become effective on the date hereof, the provisions of the
Supplemental Pension Plans Act (Quebec) and regulations thereunder would not preclude investment in the
Common Shares to be issued on the Change of Third Preference Shares, Inter-City Products Ordinary Shares,
Class C 8% Convertible Preference Shares, Utilities Holding Shares or Propane Holdings Shares, as the case may
be, at the date hereof, by a pension plan registered thereunder, subject to the general and specific investment
provisions set out both therein and in the written statement of investment policy of the pension committee
established to administer a particular pension plan registered thereunder.

In the opinion of such counsel, the Common Shares to be issued on the Change of Third Preference Shares,
Inter-City Products Ordinary Shares and Class C 8% Convertible Preference Shares, would be qualified investments
for trusts governed by a registered retirement savings plan, a registered retirement income fund or a deferred profit
sharing plan under the Income Tax Act (Canada).
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In the opinion of such counsel, Utilities Holdings Shares and Propane Holdings Shares will be, if, as and when
listed on a prescribed stock exchange, qualified investments for trusts governed by a registered savings plan, a
registered retirement income fund or a deferred profit sharing plan under the Income Tax Act (Canada).

In the further opinion of such counsel, the Warrants will be, if, as and when listed on a prescribed stock
exchange, qualified investments for trusts governed by registered retirement savings plans, registered retirement
income funds and deferred profit sharing plans under the Income Tax Act (Canada).

Expenses of the Arrangement

Except as noted below, the costs (exclusive of any amounts payable in respect of the Corporation’s severance
allowance agreements) incurred by the Corporation, Central Capital, Westcoast, WestCoast Gas and Petro-Canada
relating to the Arrangement, including without limitation, financial, advisory, accounting and legal fees, the expense
of the fairness opinion and the preparation of this Management Proxy Circular will be borne by the party incurring
such costs.

The total of such costs which the Corporation expects to incur is expected to approximate $8.3 million. The
Corporation has agreed to reimburse Central Capital for certain expenses incurred by Central Capital in connection
with the Arrangement. See “THE ARRANGEMENT — Interest of Central Capital and Other Insiders in the
Arrangement”.

BOARD SIZE RESOLUTION

In the event that the Arrangement Resolution is passed, the holders of Common Shares, First Preference
Shares and Third Preference Shares will be asked to consider and, if deemed advisable, to pass the Board Size
Resolution to fix the number of directors of Inter-City Products at five. The full text of the Board Size Resolution is
attached as Schedule B.

The articles of the Corporation provide that the number of directors of the Corporation shall be no fewer than
five and no more than thirteen. The exact number of directors of the Corporation is fixed by the holders of voting
shares by special resolution and at the present time has been fixed at twelve.

Recommendation of Board of Directors and Special Committee

The Special Committee has reviewed and considered the proposed reduction in the number of directors of
Inter-City Products to five and has recommended its approval to the Board of Directors. The Special Committee
has recommended that Inter-City Products take steps after the Effective Date so that its Board of Directors includes
at least two directors independent of management and Central Capital. Any further change in the number of
directors will be subject to approval by special resolution at a meeting of shareholders of Inter-City Products.

In light of the sale of the Corporation’s Resources Division, effective April 30, 1989, and the Arrangement
which will result in the Corporation no longer operating the Utilities Division or the Propane Division, the Board of
Directors believes that it would be appropriate to reduce the size of the Board of Directors to reflect the intention of
Inter-City Products to focus on the Energy Products Business.

The Board of Directors has determined that the reduction in the number of directors is in the best interests of
the Corporation and has authorized the submission of the Board Size Resolution to the holders of the Common
Shares, First Preference Shares and Third Preference Shares.

The Board of Directors unanimously recommends that the holders of Common Shares, First Preference Shares
and Third Preference Shares vote in favour of the Board Size Resolution.

Shareholder Approval

In order to reduce the number of directors of the Corporation to five, the Board Size Resolution must be passed
by the holders of Common Shares, First Preference Shares and Third Preference Shares voting together as a single
class, with or without variation, by at least two-thirds of the votes cast at the Special Meeting. In the event the
Board Size Resolution is not approved by the Shareholders in the manner described above, the number of directors
of the Corporation will remain fixed at twelve.
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INFORMATION CONCERNING THE CORPORATION

The Corporation was incorporated in 1954 under the laws of Manitoba. It has its executive office at Suite 3500,
20 Queen Street West, Toronto, Ontario, Canada M5H 3R3, and its telephone number is (416) 598-0101. Its
registered and head office is located at Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg, Manitoba,
Canada R3C 3T7 and its telephone number is (204) 944-9920,

The Corporation is engaged in the following businesses on a divisional basis:
1. Utilities Division — natural gas transmission and distribution, and electricity distribution.
2. Propane Division — the distribution of propane, gasoline and related products.

Energy Products Division — manufacture and distribution of heating, refrigeration and air conditioning
equipment, heat transfer equipment and related products and the fabrication of large diameter steel pipe.

Recent Developments

Effective May 5, 1989, the Corporation sold all of the shares of its wholly-owned subsidiary ICG Resources to
Saskatchewan Oil and Gas Corporation (“Saskoil”) in consideration of a cash payment of $103.7 million.

On December 8, 1989, the Corporation entered into an agreement to sell its 10,236,064 common shares in the
capital of Ranger Oil Limited (“Ranger”), a publicly traded oil and gas company, to Westcoast Petroleum Ltd., a
wholly-owned subsidiary of Westcoast, at a price of $7.25 per share, resulting in aggregate proceeds of $74.2 million.
This transaction was completed on December 12, 1989. These shares represented 12.1% of the then outstanding
common shares of Ranger.

Utilities Division

In Canada, the Ultilities Division operates natural gas utility systems in the provinces of Alberta, British
Columbia, Manitoba and Ontario and a gas transmission pipeline system in the state of Minnesota. The Ultilities
Division is also the franchise distributor of electricity to the city of Yellowknife, Northwest Territories. Total
revenues of the Utilities Division represented 41.4%, 43.8% and 45.5% of the Corporation’s consolidated revenues
during the nine months to September 30, 1989, and the twelve months to December 31, 1988 and 1987, respectively.

Operating profit of the Utilities Division accounted for 48.8%, 61.2% and 58.9% of the Corporation’s consolidated
operating profit, during the same periods as above.

Natural gas sales represented in excess of 90% of the revenues of the Ultilities Division in each of these periods.
Operations of this business segment are highly seasonal with the key selling period being the winter heating season
of mid-October through mid-April. Operating revenues in this period account for approximately two-thirds of
annual revenues of the Ultilities Division.

At September 30, 1989, the Utilities Division served 441,102 natural gas customers, 5,110 electrical customers,
and 1,532 piped propane customers. During the nine months to September 30, 1989, the Utilities Division sold
138.7 billion cubic feet of natural gas.

The gas and electric utilities are subject to regulation and periodic review by provincial authorities in each of
the provinces where they operate with respect to various aspects of their operations, including the extension of
service, the construction of new facilities and the rates charged to utilities customers. Competition is provided
primarily from alternate sources of energy.

The Utilities Division does not have any natural gas customers whose annual purchases exceed 10% of
consolidated revenues. There are, however, a number of large industrial customers of which the ten largest, in total,
accounted for approximately 11% of consolidated revenues of the Utilities Division in fiscal 1988.

On January 3, 1989, ICG Ontario executed contracts with Ontario Hydro and Boise Cascade Canada Ltd.
(“Boise Cascade”) with respect to (a) the construction and operation of a cogeneration facility (the “Cogeneration
Project™) on the premises of Boise Cascade in Fort Frances, Ontario; and (b) the sale by ICG Ontario of the steam
and power generated by the Cogeneration Project to Boise Canada and Ontario Hydro respectively. The
Cogeneration Project will be fueled by natural gas. Construction of the Cogeneration Project commenced in 1989
and is expected to be completed during the last quarter of 1990. As of the end of 1989, ICG Ontario had spent
approximately $60 million in respect of the Cogeneration Project. The total cost of constructing the Cogeneration
Project is estimated at approximately $100 million. ICG Ontario’s ownership and operation of the Cogeneration
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Project is subject to the provisions of the 1988 Undertakings which limit ICG Ontario from engaging or investing,
without approval of the OEB, in any activity which is not subject to regulation by the OEB. By Order-in-Council
dated June 12, 1989, the Ontario Cabinet required the OEB to examine and, after holding a public hearing, to report
to the Ontario Cabinet as to whether ICG Ontario should be exempted, in respect of the Cogeneration Project, from
compliance with the 1988 Undertakings. The public hearing by the OEB concluded on October 31, 1989. The
OEB’s report dated January 22, 1990 recommends that the Ontario Cabinet exempt ICG Ontario, subject to certain
conditions, from compliance with the 1988 Undertakings to allow ICG Ontario to invest in the Cogeneration
Project. Among the conditions recommended by the OEB are (a) that, as soon as possible, at a date to be agreed
with the Ontario Cabinet, the Cogeneration Project be transferred from ICG Ontario to a subsidiary corporation or
other separate corporate entity; and (b) that ICG Ontario’s regulated utility operations and ratepayers be
indemnified against all direct and indirect liabilities and any additional costs arising from ICG Ontario’s non-utility
investments, including the Cogeneration Project. ICG Ontario intends to enter into discussions with the Ontario
Ministry of Energy about the OEB recommendations and the implementation thereof.

On February 28, 1989, the Corporation purchased the Victoria Gas Division of British Columbia Hydro. The
acquisition will allow the Corporation immediately to service 3,800 additional customers on Vancouver Island with
piped propane gas or propane vapor, with the opportunity to expand service if natural gas becomes available on
Vancouver Island.

The management of the Corporation is not aware of any independent valuation or appraisal or any material
non-independent valuation or appraisal of the Corporation, its material assets or its securities, prepared within the
previous two years, except as described below. In the ordinary course, the Corporation’s management and its
financial advisers from time to time prepare assessments of the Corporation’s business, its divisions or its securities,
which are based on various and varying economic assumptions. Such assessments do not constitute material
valuations or appraisals of the Corporation’s business divisions or securities.

On August 16, 1989, Burns Fry prepared a report on the common equity values of the Greater Winnipeg Gas
Company (“GWG”) and ICG Ontario solely in relation to an internal transfer of assets pursuant to an OEB request
and a related tax ruling other than the Advance Tax Ruling. This report did not consider the transaction or sale
value of GWG and ICG Ontario to arm’s length third party purchasers. Burns Fry evaluated ICG Ontario and
GWG using ratios and averages often used to evaluate a particular utility, excluding any premium for a transfer of
control. Burns Fry concluded that the value of GWG’s common equity on this basis fell within the range of
approximately $65 million to $72 million and that a figure of approximately $285 million represented the value of
ICG Ontario’s common equity on this basis.

ICG Ontario distributes natural gas in the northern and central regions of Ontario and at the time of the report
owned 99.8% of GWG. (ICG Canada now owns 99.9% of GWG.) GWG is the sole distributor of natural gas in the
Metropolitan Winnipeg region.

On November 28, 1989, Burns Fry prepared a report on the common equity values of ICG Utilities
(Manitoba) Ltd. (“ICG Manitoba™) in relation to an internal, normal course reorganization of assets aimed at
achieving operating economies of scale. This report did not consider the transaction or sale value of ICG Manitoba
to arm’s length third party purchasers. Burns Fry evaluated ICG Manitoba using ratios and averages often used to
evaluate a particular utility, excluding any premium for a transfer of control. Burns Fry concluded that the value of
ICG Manitoba’s common equity on this basis would be in the range of approximately $14 million to $14.5 million.

ICG Manitoba is the sole distributor of natural gas in parts of Manitoba outside the Metropolitan Winnipeg
region and at the time of the report was wholly-owned by ICG Canada. ICG Manitoba was subsequently wound up
into GWG and GWG was subsequently renamed ICG Utilities (Manitoba) Ltd..

These reports were not prepared in connection with services provided by Burns Fry to the Corporation relating
to Burns Fry’s review of the auction process or the Arrangement, including the Fairness Opinion. Burns Fry has
advised the Corporation that these reports were prepared using different assumptions and criteria than those used in
the preparation of the Fairness Opinion, see “THE ARRANGEMENT — Opinion of Financial Adviser”, and therefore
are not directly comparable.

As at December 31, 1988, based on total operating revenues, ICG Ontario comprised 58% of Ultilities Division,
ICG Manitoba comprised 8% of Ultilities Division and GWG comprised 25% of Utilities Division.
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Propane Division

The Propane Division is a major marketer of propane in Canada, with an estimated national market share of
approximately 30%. Total revenues of the Propane Division represented 14.9%, 15.8% and 16.0% of the
Corporation’s consolidated revenues during the nine months to September 30, 1989, and the twelve months to
December 31, 1988 and 1987, respectively. Operating profit of the Propane Division accounted for 10.6%, 15.1% and
16.6% of the Corporation’s consolidated operating profit during the same periods as above.

Sales are made through 141 owned and leased branches across all areas of Canada except Nova Scotia, Prince
Edward Island and Newfoundland. Approximately 34% of propane sales are to auto-propane customers with the
balance to heating, commercial and industrial customers. Propane sales accounted for approximately 79% of the
revenues of the Propane Division during the nine months to September 30, 1989. The months of October through
March are the peak demand months with revenues in these months comprising approximately 58% of annual
revenues for the Propane Division.

Competitors within the propane industry include one other national marketer and numerous mid and small size
regional distributors and marketers. Markets for propane in Canada include residential, commercial and industrial
heating loads markets, agricultural heating and crop drying markets and transportation fuel markets.

With the trend toward deregulation of the energy industry, the financial incentives of the Federal Government
to encourage the use of propane as an alternate fuel to crude oil based products have been eliminated. Provincial
incentives through elimination or reduction in road and sales taxes remain in place in some provinces and aid the
continued growth in the propane fleet fuel market.

Recent thrusts to market propane in the vehicle fuel market have been through Corporation-owned or leased
fuelling centres. Propane sales through these centres are normally augmented by sales of gasoline, diesel fuel and
related merchandise and services to provide a full line of products to the customer.

Energy Products Division

The Energy Products Division designs, manufactures and distributes residential and light commercial heating,
refrigeration and air conditioning equipment, heat transfer equipment and related products and fabricates large
diameter steel pipe and fittings. Total revenues of the Energy Products Division represented 43.7%, 40.4% and
38.5% of the Corporation’s consolidated revenues during the nine months to September 30, 1989, and twelve months
to December 31, 1988 and 1987, respectively. Operating profit of the Energy Products Division accounted for 44.7%,
27.4% and 28.6% of the consolidated operating profit during the same periods as above. See “INFORMATION
CoONCERNING INTER-CiTY PrODUCTS CORPORATION” for a detailed description of the operations of the three
principal business units of the Energy Products Division.
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Selected Financial Data

The following table sets forth selected financial information with respect to the Corporation for the periods
indicated. The information below should be read in conjunction with “Management’s Discussion of Operating
Results” and the consolidated financial statements and notes thereto included elsewhere in this Management Proxy
Circular. Reference is made to Note 23 of the notes to the consolidated financial statements of the Corporation for a
discussion of significant differences between Canadian GAAP and U.S. GAAP.

Nine months

ended
September 30 Year ended December 31

1989 1988 1988 1987 1986 1985 1984

(Unaudited)
(In millions of Canadian dollars, except per share amounts)

Operating Revenues . ................... 1,388.1  1,276.9 1,761.4 16149 13624 14567 8653
Net income (loss)
From continuing operations............ 34.7 28.8 46.5 312 33.1 32.9 155
Before unusual and extraordinary items. . 359 248 398 330 28.0 43.2 26.0
Before extraordinary items ............ 359 248 39.8 46.3 28.0 43.2 26.0
After extraordinary items ............. 359 24.8 39.8 87.7 29.1 44.1 (2.3)
Basic net income (loss) per Common Share
From continuing operations. ........... $1.13 $0.87 $1.52 $0.94 $1.07 S$1.18  $0.77
Before unusual and extraordinary items. . $1.19 $0.70  $1.22  $1.03  $0.80 $1.73  §$1.34
Before extraordinary items ............ $1.19 $0.70  §1.22 $1.72 $0.80 $1.73  $1.34
After extraordinary items ............. $1.19 $0.70 $1.22 $3.85 $0.86 $1.77 $(0.19)
Dividends per Common Share ........... $0.54 $0.54  $0.72  $0.63  $0.60  $0.50  $0.40
TOtAl ASSES winy wame a3 svom swalis s, wreis 1,779.6  1,767.3 1,857.4 11,7048 1,649.9 1471.1 14238
Long-term obligations .................. 606.8 652.3 7181 6446 8179 7013  787.1

Management’s Discussion of Operating Results
Nine Months Ended September 30, 1989 Compared to Nine Months Ended September 30, 1988

Net income from continuing operations in 1989 amounted to $34.7 million compared to $28.8 million in 1988.
The increase of $5.9 million reflected customer growth in the Ultilities Division, a significant increase in the
shipment of air conditioners and higher investment income, offset to some extent by higher financial expenses due to
an increase in interest rates. After deducting dividends on preference shares, net income to Common Shareholders
from continuing operations was $26.4 million or $1.13 per Common Share, compared to $19.8 million or $0.87 per
Common Share in 1988. The Resources Division, representing discontinued operations, contributed $1.2 million or
6 cents per Common Share in 1989 compared to a loss of $4 million or 17 cents per Common Share in 1988.

Operating revenue increased by $111.2 million over the corresponding period in 1988. An increase occurred in
all divisions. In the Utilities Division, higher sales to large industrial customers, customer growth and weather,
which was 6% colder than 1988, partially offset by lower prices, were the major factors for the increase in operating
revenue. In the Propane Division, the increase in operating revenue was accounted for primarily by higher volumes
due to colder weather and higher merchandise sales, partially offset by a decline in the selling price of propane.
Higher volumes of sales of air conditioners resulted in an increase in operating revenue of the Energy Products
Division.

Operating profit for the nine months to September 30, 1989 amounted to $122.1 million, an increase of
$14.1 million over the similar period in 1988. Most of the increase occurred in the Energy Products Division,
partially offset by a slight decline in the Propane Division. The growth in the operating profit of the Ultilities Division
was due to customer growth and colder weather, partially offset by higher operating expenses. In the Propane
Division, higher volumes and favourable product costs were offset by higher operating expenses. The increase in the
operating profit of the Energy Products Division was primarily due to a higher volume of sales of air conditioners.

The increase in investment income was primarily due to the gain on sale of common shares held in Turbo
Resources Limited. The increase in financial expenses was primarily attributable to higher interest rates. The
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increase in income taxes was due to higher earnings, partially offset by a decrease in the effective income tax rate
resulting from legislative changes in tax rates.

1988 Compared to 1987

In 1988, income from continuing operations but before unusual and extraordinary items amounted to
$46.5 million compared to $31.2 million in 1987, representing an increase of 49%. This represents $1.52 per
Common Share in 1988 compared to $0.94 per Common Share in 1987. Return to more normal weather patterns
and strong sales of air conditioners were the major factors for the appreciable growth in the 1988 earnings compared
to 1987 earnings. Weather, which was approximately 14% colder than 1987, improved earnings by 42 cents per
Common Share. The Resources Division, representing discontinued operations, reduced the earnings by $6.7 million
or 30 cents per Common Share in 1988. However, in 1987 the Resources Division contributed $1.8 million or
9 cents per Common Share. The decline in the results of the Resources Division in 1988 was primarily due to lower
oil prices and higher depletion, partially offset by substantially higher volumes of sales for both oil and natural gas.

In 1987, the Corporation received $13.3 million from MICCI, representing cumulative preference dividends in
arrears to December 31, 1986. This item of income was classified as “unusual” and resulted in net income before
extraordinary items of $46.3 million or $1.72 per Common Share in 1987. Also in 1987, the Corporation sold the
warrants it held in MICCI and received full redemption of the preference shares it held in MICCI. In a prior year,
the Corporation had recorded a write-down of its investment in these warrants and preference shares and these
realizations in 1987 resulted in an extraordinary gain to the Corporation of $40.1 million after tax. After also
including in extraordinary items the income tax benefit of $1.3 million realized from utilization of prior years’ tax
losses, net income after extraordinary items was $87.7 million in 1987. This represented earnings of $3.85 per
Common Share. There were no unusual or extraordinary items during 1988.

Operating revenue in 1988 increased by $146.5 million or 9% over the corresponding period in 1987. All
divisions recorded an improvement. In the Utilities Division, operating revenue increased due to the impact of
colder weather, higher sales to industrial customers, customer growth and the rate of return on higher rate bases.
The increase in the operating revenue of the Propane Division was primarily due to a 16% increase in propane
volumes and increased merchandise sales, partially offset by the lower selling price of propane. The Energy Products
Division recorded the most significant increase in operating revenue, primarily due to an increase in the sale of air
conditioning products.

Operating profit in 1988 increased by $31 million over the operating profit in 1987 of $130.3 million. All
divisions recorded an improvement. Operating profit in the Utilities Division increased primarily due to colder
weather and higher demand from an expanded customer base. Higher propane volumes and merchandise sales
accounted for the 13% improvement in operating profit in the Propane Division. The improvement in the operating
profit of the Energy Products Division resulted from improvements at Heil-Quaker and KeepRite, primarily from
increased shipments of air conditioners.

Corporate and other costs increased in 1988 as a result of a provision against notes receivable and financial
advisory fees. The decline in the Corporation’s investment income of $5.6 million was primarily due to the
redemption by MICCI in 1987 of preference shares of MICCI and the disposition by the Corporation in the latter
half of 1988 of a portion of the Corporation’s investment in Noverco Inc.

The decrease in 1988 of $4.5 million in financial expenses of the Corporation primarily reflected higher foreign
exchange gains due to the strengthening of the Canadian dollar vis-a-vis U.S. dollar and higher capitalization of
interest.

The provision for income tax increased in 1988 as a result of higher earnings and an increase in the effective
rate of income tax. The effective rate of income taxes for 1988 was 42.2% compared to 38.0% in 1987. The increase
in the effective rate was primarily due to lower non-taxable dividend income in 1988 compared to 1987.

1987 Compared to 1986

In 1987, income from continuing operations, but before unusual and extraordinary items, amounted to
$31.2 million compared to $33.1 million in 1986, representing a decrease of 6%. This represented $0.94 per
Common Share in 1987 compared to $1.07 per Common Share in 1986, The decline in earnings was primarily in the
Utilities Division as a result of warmer weather and the adoption prospectively of the pronouncements issued by the
Canadian Institute of Chartered Accountants (“CICA™) on accounting for pension costs and obligations. The
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Resources Division, representing discontinued operations, contributed $1.8 million or 9 cents per Common Share in
1987, compared to a loss of $5.1 million or 27 cents per Common Share in 1986. In 1986, the Corporation adopted
the ceiling-test provisions of the CICA Guideline on full-cost accounting in the oil and gas industry. As a result, the
carrying cost of United States oil and gas properties was reduced by $9.3 million.

In 1987, an unusual item of $13.3 million resulted in net income before extraordinary items of $46.3 million or
$1.72 per Common Share. Also, during 1987, net income after extraordinary items was $87.7 million or $3.85 per
Common Share. The nature of unusual and extraordinary items was described earlier in this discussion.

During 1986, utility operations in Minnesota were sold for a gain of $1.8 million, net of income taxes. In
addition, the Corporation reviewed its investment in a utility expansion company and recorded, as an extraordinary
loss, a provision for $2 million, net of income taxes. After taking into account the income tax benefit of $1.3 million
realized from utilization of prior years’ tax losses, net income after extraordinary items was $29.1 million in 1986 or
86 cents per Common Share.

Operating revenue increased by $252.5 million in 1987 or 19% over 1986, reflecting the contribution by Heil-
Quaker, offset by a decline in the Corporation’s two other divisions. In the Utilities Division, the decline was due to
the impact of lower selling prices, direct purchases by some industrial customers, warmer weather and the sale in
1986 of utility operations in Minnesota, partially offset by customer growth and rate of return increases on higher
rate bases. The decrease in operating revenue in the Propane Division was mainly due to the lower selling price for
propane, offset to some extent by higher propane and gasoline volumes and increased merchandise sales. The
increase in the operating revenue for the Energy Products Division was accounted for by Heil-Quaker. Revenue
growth at KeepRite was due to the increase in the sale of air conditioning products and furnaces.

Operating profit increased by $15.6 million in 1987 over the $114.7 million recorded in 1986. Once again, the
increase could be wholly attributed to the contribution by the Energy Products Division. Operating profit in the
Utilities Division decreased primarily as a result of warmer weather and the previous year’s sale of the Minnesota
utility operations, offset by customer growth, rate of return increases and higher sales to industrial customers. The
Energy Products Division achieved an increase over 1986 due to contributions from Heil-Quaker and Thompson
Pipe, offset by a decline in the operating profit recorded by KeepRite in the United States because of higher
operating expenses and lower gross margins.

Corporate and other costs increased in 1987 as a result of a lower allocation to operating divisions and the
adoption of the CICA accounting policy on pension costs. The decrease in investment income was due to the
disposition in 1986 of a portion of the Corporation’s investment in Noverco Inc.

The increase of $16.9 million in 1987 in financial expenses primarily reflected interest costs of $17.4 million
relating to the acquisition of Heil-Quaker and to the operations of Heil-Quaker, and a foreign exchange gain in 1986
of $4.8 million resulting from the disposition of certain U.S. dollar denominated investments in Noverco Inc. These
increased financial expenses were offset by lower interest costs due to reduced debt levels and lower average interest
rates.

The provision for income tax decreased as a result of reduced earnings and a slightly lower effective rate
(38.0% in 1987, compared to 38.6% in 1986). Elimination of energy taxes effective October 1, 1986 also resulted in
a decrease in the overall provision for taxes.

Financial Condition, Liquidity and Capital Resources

Cash flow from continuing operations for the nine months to September 30, 1989 amounted to $70.4 million
compared to $26.7 million in the corresponding period in 1988. Approximately $42 million of this improvement
came from the Energy Products Division. Cash flow from operations, after payment of dividends, together with cash
generated from the sale of the Resources Division and other investments, was used to meet investment in property
plant and equipment. The balance of funds remaining of $69.2 million together with funds raised from new long
term debt and the issue of Common Shares was used to repay other long-term debt and redeem preference shares.
The resulting deficiency of $27.6 million was financed from bank lines of credit. The Corporation and its
subsidiaries have operating and other short term lines of credit with Canadian and U.S. banks totalling
$471.9 million of which $188 million was unutilized as at September 30, 1989, Working capital deficiency at
September 30, 1989 was $23 million, compared to a deficiency of $48.8 million at December 31, 1988. As disclosed
in the Pro Forma Condensed Consolidated Balance Sheet as at September 30, 1989 the Corporation would have had
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a positive working capital in the amount of $115.3 million if the Arrangement had been effective on that date. It is
expected that the Corporation will have a positive working capital position at the conclusion of the Arrangement.
Overall borrowings of $896 million at September 30, 1989 have decreased by $53.2 million from December 31,
1988, primarily as a result of the sale of the Resources Division.

For a discussion of Inter-City Product’s liquidity and capital resources assuming the Arrangement is completed
see Footnote 7 to “INFORMATION CONCERNING INTER-CITY PRODUCTS — Pro Forma Capitalization”.

Pending Transactions
Redemption of Second Preference Shares

Prior to the Effective Date, the Corporation will redeem the Second Preference Shares six and one-half per
cent (6%2%) Series A (“Series A Shares”) and the Second Preference Shares seven and one-half per cent (7%:%)
Series B (“Series B Shares™) on a date to be determined (the “Redemption Date”). The redemption of the Second
Preference Shares will be financed out of the Corporation’s working capital. Thirty days before the Redemption
Date, the Corporation will mail to each person, who at the date of mailing is a registered holder of Series A Shares
(“Series A Holder”) and Series B Shares (“Series B Holder”), written notice (“Notice”) of the Corporation’s
intention to redeem such shares. Accidental failure to give any such notice to one or more of such Series A Holders
or Series B Holders will not affect the validity of such redemption. The Notice will specify the Redemption Date
and a Redemption Price in an amount equal to Twenty Dollars and Sixty-Three Cents ($20.63) for each Series A
Share and Twenty Dollars and Seventy-Five Cents ($20.75) for each Series B Share together with all accrued and
unpaid preferential dividends up to the Redemption Date. On or after the Redemption Date, the Corporation will
pay the Redemption Price to each Series A Holder and Series B Holder on presentation and surrender of the share
certificate(s) (“Certificate(s)™) representing such Series A Holder’s Series A Shares or such Series B Holder’s
Series B Shares at the place designated in the Notice. From and after the Redemption Date, the Series A Shares
and Series B Shares will be deemed to be redeemed and will be cancelled, and will cease to be entitled to dividends,
and the Series A Holders and Series B Holders will not be entitled to exercise any of the rights of shareholders in
respect thereof. If payment of the Redemption Price is not made upon surrender and presentation of the
Certificate(s), the rights of the Series A Holders or Series B Holders, as the case may be, will remain unaffected.
Should any Series A Holder or Series B Holder not surrender and present the Certificate(s) on the Redemption
Date, the Corporation will have the right to deposit the Redemption Price for such Series A Shares or Series B
Shares to a special account in the Canadian chartered bank or trust company named in the Notice, and thereafter
the rights of such Series A Holder or Series B Holder will be limited to receiving without interest the proportionate
share of the deposited amount, upon presentation and surrender of the Certificate(s) to the Central Guaranty Trust
Company. From and after the date of the deposit of the Redemption Price, as described above, the Series A Shares
and Series B Shares in respect of which the deposit has been made will be deemed to be redeemed and will be
cancelled.

The Corporation has agreed to redeem the Second Preference Shares in accordance with their terms at a cost
of approximately $2.6 million prior to the Effective Date. On February 12, 1990, the Corporation issued the Notice
providing for the redemption of the Second Preference Shares on March 15, 1990.

Description of Share Capital

The following is a summary of the material provisions of the share capital of the Corporation and is subject to
the detailed provisions of the articles of the Corporation. All shares in the authorized capital of the Corporation are
entitled to one vote per share.

The authorized capital of the Corporation consists of an unlimited number of Common Shares, 600,000 first
preference shares issuable in series of which 110,000 have been designated as First Preference Shares, 262,468
second preference shares issuable in series of which 125,000 have been designated as Series A and 100,000 have
been designated as Series B, and 10,000,000 third preference shares issuable in series of which 3,000,000 have been
designated Third Preference Shares. As at January 31, 1990, 23,770,662 Common Shares, 87,140 First Preference
Shares, 63,197 Second Preference shares six and one-half per cent (6%%) Series A, 59,395 Second Preference
shares seven and one-half per cent (7%2%) Series B and 2,717,527 Third Preference Shares were issued and
outstanding.
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First Preference Shares

The first preference shares as a class may be issued in one or more series, with the directors of the Corporation
fixing the number of shares, the rate of dividends, the dates of dividend payment, the price, terms and conditions of
redemption, and other preferences, rights, conditions, restrictions, limitations, or prohibitions. The first preference
shares as a class are the senior ranking class of shares in respect of the right to dividends and participation in any
winding up. Each series of first preference shares ranks equally with all other series. The holders of the first
preference shares as a class are entitled to receive notice of and to attend any meeting of the shareholders of the
Corporation and to receive a copy of the financial statements of the Corporation and the auditors’ report thereon.

In addition to the general rights and restrictions attaching to the first preference shares as a class, the First
Preference Shares have the following special provisions: (i) the consideration for the issuance of each share is $700;
(ii) the holders shall be entitled to receive fixed cumulative preferential cash dividends of $56 per annum per share,
payable by quarterly installments on the first day of each of the months of January, April, July, and October; (iii) in
the event of the liquidation, dissolution, or winding up of the Corporation, the holders shall be entitled to receive the
amount paid up on such shares together with all accrued and unpaid preferential dividends thereon; (iv) the
Corporation may purchase for cancellation or redeem any or all of the First Preference Shares; and (v) Norcen, as
the sole holder of the First Preference Shares, shall, in the event that the Corporation makes an unscheduled
demand for payment on account of principal in respect of the Norcen Note, have the right to require the
Corporation to redeem all or any part of the said shares held by Norcen.

Second Preference Shares, Series A and B

The second preference shares may be issued in one or more series, with the directors of the Corporation fixing
the number of shares, the rate of dividends, the dates of dividend payment, the price, terms and conditions of
redemption, and other preferences, rights, conditions, restrictions, limitations, or prohibitions. The second
preference shares rank junior to the first preference shares but senior to all other shares of the Corporation in respect
of the right to dividends and participation in any winding up. Each series of second preference shares ranks equally
with all other series. The holders of second preference shares are entitled to receive notice of and to attend any
meeting of the shareholders of the Corporation and to receive a copy of the financial statements of the Corporation
and a copy of the auditors’ report thereon.

In addition to the general rights and restrictions attaching to the second preference shares, the Second
Preference shares six and one-half per cent (6%2%) Series A have the following special provisions: (i) the holders
thereof are entitled to receive fixed cumulative preferential cash dividends of $1.30 per annum per share, payable
semi-annually on the 30th day of April and October; (ii) in the event of the liquidation, dissolution, or winding of up
the Corporation, the holders are entitled to receive the amount paid up on such shares together with an amount
equal to all accrued and unpaid preferential dividends thereon; and (iii) the Corporation may purchase for
cancellation or redeem any or all of the Second Preference shares six and one-half per cent (6%2%) Series A.

In addition to the general rights and restrictions attaching to the second preference shares, the Second
Preference shares seven and one-half per cent (7'2%) Series B have the following special provisions: (i) the holders
thereof are entitled to receive fixed cumulative preferential cash dividends of $1.50 per annum per share, payable
semi-annually on the first day of June and December; (ii) in the event of the liquidation, dissolution, or winding up
of the Corporation, the holders thereof are entitled to receive the amount paid up on such shares together with an
amount equal to all accrued and unpaid preferential dividends thereon; and (iii) the Corporation may purchase for
cancellation or redeem any or all of the Second Preference shares seven and one-half per cent (7'2%) Series B.

Third Preference Shares

The third preference shares as a class may be issued in one or more series, with the directors of the Corporation
fixing the number of shares, the rate of dividends, the dates of dividend payment, the consideration and terms for
any repurchase or redemption of the shares, conversion rights, and other preferences, rights, conditions, restrictions,
limitations and prohibitions. The third preference shares as a class rank prior to the Common Shares of the
Corporation, but junior to the first preference shares and second preference shares, with respect to priority and
payment of dividends and in the distribution of assets in the event of a liquidation, dissolution or winding up of the
Corporation. Each series of third preference shares ranks equally with all other series. The holders of the third
preference shares as a class are entitled to receive notice of and to attend any meeting of the Corporation and receive
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annual financial statements of the Corporation and the auditors’ report thereon. In the event of the liquidation,
dissolution, or winding up of the Corporation the holders of the third preference shares as a class are entitled to
receive the amount paid up on such shares together with all dividends accrued but unpaid thereon. The Corporation
may purchase for cancellation or redeem any or all of the third preference shares.

In addition to the general rights of the third preference shares, the Third Preference Shares have the following
special provisions: (i) consideration for the issuance of each share is $25; (ii) the holders are entitled to receive
fixed cumulative preferential cash dividends of $2.125 per annum per share, payable by equal quarterly instalments
on the first day of each of the months of January, April, July and October; (iii) the Corporation may not redeem the
Third Preference Shares before May 2, 1990, and shall use its best efforts, after any partial redemption, to maintain
the listing of its outstanding common shares on a Canadian stock exchange; (iv) the Corporation may redeem the
shares, after May 2, 1990, upon certain terms, including the payment of a premium, the amount of which declines
over time; and (v) the holders of the Third Preference Shares have the right, upon certain terms, to convert such
shares into fully paid and non-assessable Common Shares.

The Third Preference Shares were issued on April 10, 1985 at a price of $25 per share and the aggregate net
proceeds received by the Corporation were $71,963,000.

Common Shares

The holders of Common Shares are entitled to one vote for each share held on all matters voted on by
shareholders and, subject to the rights of preference shareholders, are entitled to receive dividends as same may be
declared by the directors. On dissolution, Common Shareholders are entitled to receive, pro rata, the remaining
property of the Corporation. The holders of Common Shares have no pre-emptive, redemption or conversion rights.
All Common Shares are issued as fully paid and non-assessable.

Stock Exchange Listings

The Common Shares have been listed on The Toronto Stock Exchange and the Winnipeg Stock Exchange
since May and June, 1962, respectively, and on the American Stock Exchange since September, 1978 and the Third
Preference Shares have been listed on The Toronto Stock Exchange since June, 1985. The following tables
summarize the market price ranges and volumes of trading of the Common Shares on The Toronto Stock Exchange
and the American Stock Exchange and the market price ranges and volumes of trading of the Third Preference
Shares on The Toronto Stock Exchange for the periods indicated:

The Toronto Stock Exchange American Stock Exchange
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High Low Volume High Low Volume
(thousands) (thousands)

Common Shares
1990 Jan. 2:to.Jan. 31 .. ... $23.38 $22.50 372 U.S. $20.13 U.S. $18.88 101
1989 Fourth Quarter....... $24 88 $22.75 2,943 U.S. $21.13 U.S. §19.63 634
Third Quarter........ $25.25 $23.75 4,233 U.S. $21.13 U.S. $20.38 2,445
Second Quarter ...... $25.50 $22.75 3,981 U.S. $21.38 U.S. $19.25 2,152
First Quarter......... $23.88 $21.00 6,469 U.S. $19.88 U.S. $17.50 1,617
1988 Fourth Quarter....... $23.63 $15.25 2,923 U.S. $19.63 U.S. $17.13 616
Third Quarter........ $23.25 $17.00 9,007 U.S. $19.00 U.S. $14.00 486
Second Quarter ...... $17.38 $15.25 1,767 U.S. $14.50 U.S. $12.38 96
First QUarters ..» o o $17.13 $15.38 1,731 U.S. $13.25 S, $11.75 154



The Toronto Stock Exchange

High Low Volume
(thousands)

Third Preference Shares
1990 Jan. 2 to Jan. 31 ..... $38.50 $37.13 17.4
1989 Fourth Quarter....... $40.75 $37.75 510.9
Third Quarter........ $41.25 $35.00 248.5
Second Quarter ...... $41.75 $37.50 526.8
First Quarter......... $38.75 $35.00 365.0
1988 Fourth Quarter....... $38.88 $33.75 462.0
Third QUArter'. vows s $38.25 $30.25 1,604.7
Second Quarter ...... $31.00 $27.50 273.8
First Quarter. ........ $30.25 $28.00 2175

On September 2, 1988, the Corporation announced that it had received unsolicited enquiries relating to the
purchase of certain of the Corporation’s business divisions and that the Corporation had been advised by Central
Capital that Central Capital had received unsolicited enquiries relating to, in one instance, the availability for sale of
the Common Shares controlled by Central Capital and, in two other instances, the availability for sale of certain
business units of the Corporation. On September 1, 1988, the closing prices of the Common Shares and the Third
Preference Shares on The Toronto Stock Exchange were $20.63 and $34.25, respectively, and the closing price of
the Common Shares on The American Stock Exchange was U.S.$16.50.

On July 4, 1989, the Corporation announced that it had entered into the Letter of Understanding. On July 3,
1989, the closing prices of the Common Shares and Third Preference Shares on The Toronto Stock Exchange were
$25.13 and $41.00, respectively, and the closing price of the Common Shares on the American Stock Exchange was
U.S.$21.00.

On December 12, 1989 the Corporation announced that it had entered into the Arrangement Agreement. On
December 11, 1989, the closing prices of the Common Shares and Third Preference Shares on The Toronto Stock
Exchange were $23.38 and $38.13, respectively and the closing price of the Common Shares on the American Stock
Exchange was U.S.$20.00.

Dividend History

The Corporation has paid a dividend continually on at least a semi-annual basis for the past 25 years. Since the
last quarter of 1987, the Corporation has paid a quarterly dividend of 18 cents per Common Share.

There are no restrictions on the Corporation’s ability to continue to pay regular quarterly dividends, except that
the provisions of the credit agreement governing its $295 million syndicated credit facility and other long term
financing agreements require the Company to maintain consolidated net worth, as defined therein, at an amount not
less than $475 million. In connection with the Arrangement, amounts outstanding in respect of the syndicated credit
facility will be repaid. As at September 30, 1989, consolidated net worth, as defined, was $504 million.

When paying dividends to security holders not resident in Canada, the Corporation is required under Canadian
tax law to withhold and remit to the Federal Government a 25% non-resident withholding tax. A reciprocal tax
treaty between Canada and the United States (the “U.S. Treaty”) reduce the rate to 10% if the holder is a company
that owns 10% or more of the voting stock, and 15% in all other cases. Under certain circumstances, the U.S. Treaty
allows U.S. residents to claim the tax withheld as a credit against their U.S. federal taxes payable.

For information with respect to the dividend policy of Inter-City Products, see “INFORMATION CONCERNING
INTER-CITY PRODUCTS CORPORATION — Dividend Policy”.
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Management
Directors

The directors of the Corporation, their municipalities of residence, ages, principal occupation, terms of
directorship and number of Common Shares beneficially owned as at January 31, 1990 are as follows:

Director Number of
of the Common Shares  Percentage

Name and Municipality of Residence Age Principal Occupation Corporation since (1) of Class
MICHEL BELANGER . ........ 60  Chairman of the Board of 1987 — (2 —_
Montreal, Quebec the National Bank of

Canada
H. REUBEN CoHEN, Q.C..... 68  Barrister and Solicitor 1982 88,100(3)(4) 0.371
Moncton, New Brunswick
CLARENCE W. COLE ........ 52 President and Chief 1987 — (5 —
Toronto, Ontario Executive Officer of Central

Capital Corporation
JouN H. COLEMAN ......... 77  President of 1982 1,000(6) 0.004
Toronto, Ontario J.H.C. Associates Limited
WiLLiaM G. Davis . ........ 60  Counsel to Tory, Tory, 1985 — —
P.C. CE.Q.C DesLauriers & Binnington
Brampton, Ontario
STANLEY DAVISON . ........ 61 Vice-Chairman of the Bank 1982 — —
Vancouver, British Columbia of Montreal
LEONARD ELLEN .. ......... 64  Chairman of Leonard Ellen 1982 88,100(3)(4) 0.371
Montreal, Quebec Canada Inc.
JoHW B, FRASER: « 4 vop 5 o o 59  President and Chief 1985 1,000 0.004
Winnipeg, Manitoba Executive Officer of Federal

Industries Ltd.
ROBERT G. GRAHAM . . ...... 58  Chairman of the Board, 1954 270,432(7) 1.138
Toronto, Ontario President and Chief

Executive Officer of Inter-

City Gas Corporation
J.DEREK RILEY . ........... 67  President of Dominion 1978 10,000(4) 0.042
Winnipeg, Manitoba Bronze and Iron Limited
ALAN SWEATMAN, Q.C. ... .. 69  Partner in Thompson, 1956 3,010 0.013
Winnipeg, Manitoba Dorfman, Sweatman
All Directors as a Group ... .. — — — 461,642 1.943

(1) All such shares are owned with sole investment and voting power. Information herein as to the ownership of shares in the Corporation and
Central Capital is based on statements furnished to the Corporation by the directors of the Corporation.

(2) Mr. Belanger beneficially owns 1,878 Class A Subordinate Voting Shares of Central Capital.

(3) Messrs. Cohen and Ellen are directors of and through entities controlled by or associated with them each own beneficially, directly or
indirectly, more than 5% of the outstanding voting securities of Central Capital. Mr. Cohen beneficially owns, directly or indirectly, or
exercises control or direction over 8,725,915 (approximately 33.3%) of the outstanding common shares and 2,330,361 (approximately 5.9%)
of the outstanding Class A Subordinate Voting Shares of Central Capital and 3,335 common shares of MICCI. Mr. Ellen beneficially owns,
directly or indirectly, or exercises control or direction over 8,533,250 (approximately 32.6%) of the outstanding common shares and
2,334,636 (approximately 5.9%) of the Class A Subordinate Voting Shares of Central Capital and 3,335 common shares of MICCI.

(4) In addition to the common shareholdings listed in the foregoing table, Messrs. Cohen, Davison, Ellen and Riley beneficially own
17,800 Third Preference Shares directly and 300 Third Preference Shares indirectly representing in the aggregate less than 0.1% of the class.

{(5) Mr. Cole is a director, President and Chief Executive Officer of Central Capital and is the Chairman and Chief Executive Officer of Central
Capital Management Inc. and a director of MICC and MICCI. Mr. Cole owns 450 common shares and 535,965 Class A Subordinate
Voting Shares of Central Capital.
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(6) Mr. Coleman beneficially owns 250 common shares of Central Capital.
(7) Mr. Graham beneficially owns 180,000 Options of the Corporation and 1,001,653 Class A Subordinate Voting Shares of Central Capital.

All of the directors listed above have been engaged for more than five years in their present occupations or in
other executive capacities with the corporations or firms with which they currently hold positions, with the exception
of Mr. Clarence W. Cole, who prior to May 16, 1986 was a Senior Executive Vice-President of The Canadian
Imperial Bank of Commerce; and Mr. William G. Davis, who, prior to February 17, 1986 acted as Canada’s Special
Envoy on Acid Rain in negotiations with the United States (March 18, 1985 to March 19, 1986) and who from
March 1, 1971 to May 2, 1985 was the Premier of the Province of Ontario.

Certain of the directors listed above are also directors of other public companies. They are as follows:

MICHEL BELANGER ... ...cuiiunnnnn. National Bank of Canada, Canadian Pacific Limited, Canadian
Pacific Forests Products Ltd., Sears Canada Inc., Du Pont of
Canada and Inco Limited;

H. REUBEN COHEN, Q.C. ............. Central Capital Corporation, Central Guaranty Trustco Limited,
MICC Investments Limited, The Maritime Life Assurance
Company and Petro-Canada Inc;

CLARENCE W, 'COLE 545 ¢ vvn o s wus o0s Central Capital Corporation, MICC Investments Limited, Great
Lakes Group, Traders Group Limited and Central Guaranty Trustco
Limited;

JoHN H. COLEMAN .................. Colgate Palmolive Limited, Standard Products (Canada) Ltd.,

Roman Corporation Limited, The Thompson Corporation,
International Minerals and Chemical Corporation (Canada) Limited,
Lehndorff Corporation and United Group of Mutual Funds;

WiLrLiam G. Davis, P.C.,, C.C, Q.C. ... The Seagram Company Ltd., Ford Motor Company of Canada,
Limited, Power Corporation of Canada, Limited, Magna
International Inc., Canadian Imperial Bank of Commerce, Lawson
Mardon Group Limited, Honeywell Limited, Bramalea Limited,
St. Lawrence Cement Inc., Hemlo Gold Mines Inc. and Fleet
Aerospace Corporation;

STANLEY DAVISON . . ... ... Bank of Montreal and MICC Investments Limited;

LEONARD BLEEN: ... ¢ vois ¢ s s o ssvs s Central Capital Corporation, Central Guaranty Trustco Limited,
MICC Investments Limited and Central Guaranty Trust Company;

JORN E: ERASER con ¢ su 2 o 5 00w s ws Investors Group Inc., Bank of Montreal, Canada Development
Investment Corp., Air Canada and The Thompson Corporation;

ROBERT G. GRAHAM ................. Central Capital Corporation, Central Guaranty Trustco Limited,
Federal Industries Ltd., The Great West Life Assurance Company,
Greater Winnipeg Gas Company, ICG Utilities (Ontario) Ltd.,
MICC Investments Limited, Moffat Communications Limited and
Traders Group Ltd;

J DEREK RILEY ... . . Federal Industries Ltd., United Canadian Shares Limited, North
Portage Development Corporation and Northern Stores Inc.;
ALAN SWEATMAN, Q.C. .............. The Toronto-Dominion Bank and Inspiration Resources Corporation.

Committees of the Board

There are three committees of the Board of Directors of the Corporation, the audit committee (the “Audit
Committee”), the compensation committee (the “Compensation Committee™) and the pension committee (the
“Pension Committee™).

The members of the Audit Committee are Leonard Ellen, J. Derek Riley, Michel Belanger, Clarence W. Cole,
John F. Fraser and Robert G. Graham. The responsibilities of the Audit Committee are: to assist the Board in
fulfilling its fiduciary responsibility regarding the accounting and reporting practices of the Corporation; to ensure
that the financial reporting to shareholders and others of the performance of the Corporation is open and
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informative; and to provide the external and internal auditors of the Corporation with full and direct access to the
Board in order to preserve the auditors’ independence in their relationship with management. The Audit Committee
reviews the scope of the external audit, any change in accounting principles and practices, recommends acceptance
of the financial statements by the Board and reviews the Corporation’s internal audit procedures and programs. The
Audit Committee held two meetings in 1989.

The members of the Compensation Committee are Alan Sweatman, Q.C., H. Reuben Cohen, Q.C., John
H. Coleman, William G. Davis, P.C., C.C., Q.C. and Robert G. Graham. The responsibilities of the Compensation
Committee are to assist the Board in determining the compensation to be paid to the senior officers of the
Corporation and to review the Corporation’s practices with regard to stock options, pension plans and other
employee benefits. The Compensation Committee held one meeting in 1989,

The members of the Pension Committee are Stanley Davison and John F. Fraser. The responsibilities of the
Pension Committee are to review, examine, evaluate and make recommendations with respect to pension
arrangements for the officers and employees of the Corporation and the manner in which the pension funds are to be
invested. The Pension Committee held one meeting in 1989.

There were seven meetings of the Special Committee and seven meetings of the Board of Directors during
1989. With the exception of Mr. Davis (73%) and Mr. Davison (62%), all members of the Board of Directors
attended at least 75% of the meetings of the Board of Directors and any Board committee on which they served
during 1989.

Executive Officers

The following table sets forth information with respect to the executive officers of the Corporation as at
January 31, 1990. Executive officers are appointed by and hold office at the pleasure of the Board of Directors.

Principal Occupation

Name and Municipality of Residence (all with the Corporation) Common Shares (1) Options
ROBERT G. GRAHAM . ......... Chairman of the Board, President and Chief

North York, Ontario Executive Officer 270,432(2) 180,000
PETER MARRIOTT ............. Senior Vice-President, Finance and Chief

Thornhill, Ontario Financial Officer 7,500(3) 63,500
C. Roy BEENHAM ............ Senior Vice-President, Administration

Toronto, Ontario 663 41,000
NORMAN J. DIDUR . ........... Group Vice-President, Utilities Division

Toronto, Ontario 7,785 48,500
HENRY J. FORREST ........... Group Vice-President, Energy Products

Brentwood, Tennessee Division — 63,500
[aN G. WRIGHT .............. Group Vice-President, Propane Division

Winnipeg, Manitoba 2,700 9,050
JoHN E. CARSTAIRS. .......... Vice-President and Secretary

Winnipeg, Manitoba 1,853 21,000

1. All such shares are owned with sole investment and voting power. Information herein as to the ownership of shares in the Corporation and
Central Capital is based on statements furnished to the Corporation by the executive officers of the Corporation.

2. Mr. Graham beneficially owns 1,001,653 Class A Subordinate Voting Shares of Central Capital.
3. Mr. Marriott's spouse is the beneficial owner of 200 Third Preference Shares.

The principal occupation of Mr. Graham is set forth above under the caption “Directors”. Mr. Marriott was
appointed Senior Vice-President, Finance and Chief Financial Officer of the Corporation in 1984. Mr. Beepham
was appointed Senior Vice-President, Administration in 1984. Mr. Didur was appointed Group Vice-President,
Utilities Division of the Corporation in 1978. Mr. Forrest was appointed Group Vice-President, Energy Products
Division of the Corporation in 1984. Mr. Wright was appointed Group Vice-President, Propane Division of the
Corporation in 1989. Mr. Carstairs was appointed Vice-President and Secretary of the Corporation in 1979.
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Executive Compensation

The following table sets forth the cash and other compensation paid by the Corporation directly or indirectly
during the year ended December 31, 1989 to each of the five most highly compensated executive officers and
directors of the Corporation and the other executive officers and directors as a group for services rendered to the
Corporation and its subsidiaries in all capacities during 1989:

(A) (B) (cn (1)
Name of Individual or Cash Other (1)(2)(3)
Number of Persons in Group Capacities in Which Served Compensation Compensation
R. G GRAHAM : ios s ons 5o sns ¢ Chairman of the Board, $ 660,000 $ 212,866

President and Chief Executive Officer
and Director

H.J FORREST ... .....cooueon... Group Vice-President, $ 317,160 $ 18,003
Energy Products Division

P. MARRIOTT .o ooeeeeeenn Senior Vice-President, $ 266,000 $ 61313
Finance and Chief Financial Officer

N T DIDUR: s ¢ v 5 o 5 ons 3 ons 5 Group Vice-President, Utilities Division $ 265,289 $ 72,363

L WRIGHT : e v sars v v 5 5 5 0w o Group Vice-President, Propane Division $ 219,779 $ 23947

Total Remuneration of All
Executive Officers and Directors as
a Group

(20persons) -cam s sup s oo s o — $2,525,616 $1,602,726

(1) Other compensation includes the deemed benefits: arising as a result of interest-free loans granted to executive officers to enable them to
participate in the Employee Stock Purchase Plan (see “INFORMATION CONCERNING THE CORPORATION — Indebtedness of
Management™), for personal use of company-owned or leased automobiles, on interest-free house purchase assistance loans and relocation
assistance, if applicable, and on the exercise of stock options under the Employee Stock Option Plan, if applicable (see “INFORMATION
CoNCERNING THE CORPORATION — Executive Compensation — Employee Stock Option Plan™). All amounts in Column C2 have been
computed on the basis of the incremental cost to the Corporation of providing the benefit.

(2) Amounts included in “Other Compensation™ in respect of imputed interest on the Employee Stock Purchase Plan loans, if applicable, are as

follows:
R.G. Graham.............ooiiiiiiiiiiiann, $160,650
Ty (v R $ 14,264
N L Didur ... § 7895
(3) In addition to the amounts listed in the above table, the individuals specified and other executive officers as a group are eligible to participate

in the Employee Share Ownership Plan of the Corporation. This plan is a payroll deduction plan currently available to employees of the
Corporation who are not members of a collective bargaining unit. The plan provides that participants can contribute up to a maximum of 6%
of their salary and the Corporation contributes $1.00 for each $2.00 contributed by the participant. All contributions are used to purchase
Common Shares. No amount in respect of this plan is included in the above table. The Employee Share Ownership Plan was suspended as
of October 31, 1989. No further contributions to or awards pursuant to this plan will be made until such plan is reinstated.

(4) In 1989, directors of the Corporation who were neither executive officers nor employees were each entitled to a retainer in the amount of
$7.500 per annum plus $500 for each Board meeting or Board committee meeting attended. These amounts are included in the above table.
The aggregate cash compensation and other compensation paid to the 9 executive officers by the Corporation during the year ended
December 31, 1989 was $2,395,616 and $1,602,726 respectively.

Pension Plans

Contributions to the pension plans of the Corporation and its subsidiaries are based on actuarial calculations.
Such plans are generally available to all employees. Benefits under the Registered Pension Plan are calculated based
on the length of credit service, age at retirement and salary during a specified period prior to retirement. For
employees whose remuneration exceeds $100,000, annual pension benefits are limited to the maximum amount
allowed by the Department of National Revenue. The amount is determined by multiplying the number of years of
service by $1,715 as shown in the table below. The pensions are based on an average of the highest five years
remuneration preceding the date of retirement. No contributions were made by the Corporation or its subsidiaries
during 1988 to the pension plan.
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Annual

Years of Service Pension Benefits
1Y i v onvs vup vaen wse B & 4 $25,725
D0 v naves R 5 S0 BOER GUEE SO0 b $34,300
TG ven msiann ssciocn apegs o simrs wxaie Shwar an $42.875
U WY L B $51,450
BY i v o cvein see s B B G $60,025

Seven current executive officers and one retired executive officer of the Corporation have a supplemental
pension and consulting arrangement designed to provide a maximum pension on retirement not to exceed 70% of the
last three years’ average earnings, depending on length of service, less the amount payable under the regular pension
plan. In 1989, one retired executive officer received the sum of $41,000 pursuant to the above arrangements. In
1989, the entitlements of the other two officers who are no longer employed by the Corporation were satisfied
through lump sum payments of $1,843,050 and U.S.$2,822,498 in satisfaction of severance, retirement allowance,
medical, automobile, and other benefit entitlements.

Bonus Agreements

In 1989, the Corporation entered into bonus agreements with 20 members of senior management, of whom
three are also officers, which provide for the payment of cash bonuses ranging from three to six months salary to
such employees or officers in the event they remained employees or officers, as the case may be, of the Corporation
until December 31, 1989. The total amount payable pursuant to these agreements is $490,000 of which $140,750 is
payable to the three officers.

Life Insurance

Mr. Robert G. Graham is a director of The Great-West Life Assurance Company, which is the corporate life
policy insurer. The Corporation has purchased insurance on the life of Mr. Graham. Under terms of an agreement
between the Corporation and Mr. Graham, Mr. Graham may incur loans against the cash surrender value of the life
insurance policies on him. Mr. Graham is solely responsible for such loans and interest or other charges thereon. As
at January 31, 1990, Mr. Graham had borrowed against the policies in the amount of $510,000, at the same rate of
interest as is normally charged to policyholders on such loans. Repayment of the outstanding loan debt is required
on Mr. Graham’s death or retirement or termination of service, unless otherwise agreed between Mr. Graham and
the Corporation. If payout of the policy occurs while the loans remain outstanding or should default occur, the
amount of the policy payable to the Corporation would decrease by the outstanding principal and interest.

Employee Stock Option Plan

Under the Employee Stock Option Plan (the “Option Plan”) options may be granted at the discretion of the
Compensation Committee to full time employees of the Corporation for the purchase of Common Shares not to
exceed 10% of the outstanding Common Shares (on a non-diluted basis) provided that the total number of shares to
be optioned to any employee shall not exceed 5% of the outstanding Common Shares (on a non-diluted basis). The
total number of Common Shares to be issued, all of which must be issued in accordance with the terms of the
Option Plan, shall not exceed 4,000,000 Common Shares. The option exercise price is fixed by the Compensation
Committee at the time each option is authorized but the exercise price cannot be less than 90% of the weighted
average sale price per share on The Toronto Stock Exchange on the business day preceding the day of authorization.
The period during which an option is exercisable is determined by the Compensation Committee at the time at
which the option is authorized, but options may not be exercisable within the first six months of the date the option
is granted and the exercise period may not exceed ten years from the date the option is granted. The Option Plan
was suspended by the Board of Directors effective as at October 31, 1989.

The following table provides information with respect to the designation of options in each of the last four
completed financial years during the period January 1 to December 31 in each year to the five most highly
compensated executive officers during 1989, and to all executive officers as a group. The table also shows the net
value realized in shares (market value less exercise price) or cash during the same period.
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All Executive

R. G. P N. L I. H. J. Officers
Granted To Graham  Marriott  Didur  Wright  Forrest  As a Group
Granted —
January 1, 1989 to December 31, 1989 .......... —_ — —_ 1,500 —_ 1,500
Average Per Share Exercise Price $ ............. - — - 2275 — 22.75
Exercised —
January 1, 1989 to December 31, 1989 .......... — — — — — 179,700
Net Value Realized In Shares (market value less
any exercise price) orcash $ ................. - — — — — 1,821,038
Cancelled — ... ... .. i — — = — — 11,400(2)
Outstanding Options as at December 31, 1989 ... ... 180,000 63,500 48,500 9,050 63,500 441,950
Granted —
January 1, 1988 to December 31, 1988 .......... 30,000 10,000 10,000 2,300 10,000 102,000(1)
Average Per Share Exercise Price $ ............. 16.37 1637 1637 1637 16.37 16.37
Exercised —
January 1, 1988 to December 31, 1988 .......... — — 10,000 — — 10,000
Net Value Realized In Shares (market value less
any exercise price) orcash §.............. ... — — 56,250 — — 56,250
Outstanding Options as at December 31, 1988 ... ... 180,000 63,500 48,500 7,550 63,500 624,000(1)
Granted —
January 1, 1987 to December 31, 1987 .......... 30,000 8,500 8,500 2,250 8,500 93,000(1)
Average Per Share Exercise Price $ ............. 17.87 1787 17.87 17.87 17.87 17.87
Exercised —
January 1, 1987 to December 31, 1987 .......... 40,000 10,000 — — - 92,000
Net Value Realized In Shares (market value less
any exercise price) orcash $................. 360,000 91,250 — — — 767,750
Outstanding Options as at December 31, 1987 ...... 150,000 53,500 48,500 5,250 53,500 532,000(1)
Granted —
January 1, 1986 to December 31, 1986 .......... 30,000 10,000 10,000 3,000 10,000 125,000(1)
Average Per Share Exercise Price $ ............. 1462 1462 1462 1462 1462 14.62
Exercised —
January 1, 1986 to December 31, 1986 .......... _ — 10,000 — — 46,400
Net Value Realized In Shares (market value less
any exercise price) orcash $ ... ... .. ... ... —_ — 65,000 —_ — 246,475
Outstanding Options as at December 31, 1986 ...... 160,000 55,000 40,000 3,000 45,000 531,000(1)

(1) These figures do not include the options of Mr. Wright as he was not an executive officer at the time.

(2) These options were held by Mr. Stollery and were cancelled on his ceasing to be an employee of the Corporation.

The term of all options granted under the Option Plan to date is seven years, but for the first five years no more
than 20% of the total options granted to any individual may be taken up and paid for in any one year on a cumulative
basis, provided that in the event a change of control takes place in the Corporation all options will be exercisable. If
the Arrangement Resolution is approved, all options issued under the Option Plan will become vested. Option
Holders who exercise their Options prior to the Effective Date will participate in the Arrangement as Common
Shareholders. For more information concerning the treatment of Option Holders under the Arrangement, see “THE
ARRANGEMENT — Treatment of Option Holders™. The exercise prices of all options granted under the Option Plan
arc the market values on the dates the options were granted.

Management Contracts in the Event of Change of Control

In 1988, Mr. Graham and the Corporation entered into a severance allowance agreement under which, if a
change of control of the Corporation (as defined in that agreement) takes place and the services of Mr. Graham are
terminated (as defined in that agreement) by the Corporation within two years of the change of control, or
Mr. Graham within 90 days of the change in control gives notice terminating his services to the Corporation,
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Mr. Graham will be entitled to receive his annual salary and other company benefits he was receiving for a period of
48 months, or at Mr. Graham’s option, a lump sum payment equal to the aggregate face value of these amounts,
together with full vesting eligibility for unreduced early retirement and the funding of the retiring allowance.

In 1988, the Corporation entered into severance allowance agreements with Messrs. Marriott, Didur, Forrest,
and five other officers of the Corporation (three of whom are still officers of the Corporation), under which, if a
change of control of the Corporation (as defined in such agreements) takes place and the services of such person is
terminated (as defined in such agreement) by the Corporation at any time within two years following a change of
control, the Corporation has agreed to pay their annual salaries and other company benefits they were receiving for a
period of 36 months, or at the option of the executive, a lump sum payment equal to the aggregate face value of
these amounts. In addition, Messrs. Marriott, Didur, Forrest and three other officers of the Corporation are entitled
to receive full vesting eligibility for unreduced early retirement and the funding of the retiring allowance.

In 1988, the Corporation also entered into severance allowance agreements with 18 other head office employees
of the Corporation (“Head Office Employees”), 16 other officers of Utilities Company, 9 officers of the
Corporation employed in connection with the Propane Division (“Propane Officers”) (seven of whom are still
employees of the Corporation) and 17 other officers of the Energy Products Division (“EPD Officers”) under
which, if a change of control of the Corporation (as defined in such agreements) takes place and the services of such
person is terminated (as defined in such agreements) by the Corporation at any time within two years following a
change of control, the Corporation has agreed to make a lump sum severance payment equivalent to the individual’s
salary (i) in the case of two Head Office Employees, four officers of Utilities Company, four Propane officers and
seven EPD Officers, for a period of 24 months; (ii) in the case of one Head Office Employee and one officer of
Utilities Company, for a period of 21 months; (iii) in the case of one EPD Officer, for a period of 20 months; (iv) in
the case of four Head Office Employees, six officers of Utilities Company, two Propane Officers (one of whom is
still an employee) and two EPD Officers, for a period of 18 months; (v) in the case of two Head Office Employees,
one officer of Utilities Company, three Propane Officers (two of whom are still employees) and five EPD Officers,
for a period of 15 months; (vi) in the case of five Head Office Employees, four officers of Utilities Company and
one EPD Officer, for a period of twelve months; (vii) in the case of four Head Office Employees, for a period of
nine months. In addition, these individuals are entitled to receive certain company paid benefits for the same
respective periods or until the individual has secured new employment within the respective periods.

Shareholder approval of the Arrangement Resolution will constitute a change of control of the Corporation for
the purposes of each of the aforementioned severance allowance agreements.

The obligations of the Corporation in respect of severance allowance agreements held by officers of Utilities
Company and the Propane Officers will be assumed by Ultilities Holdings and Propane Company, respectively, if the
Arrangement is completed.

Indebtedness of Management

Information with respect to indebtedness of certain directors and executive officers of the Corporation as at
January 31, 1990 is set out below. Except as indicated in the notes, all indebtedness arises as a result of loans
granted to allow the purchase of Common Shares pursuant to the Employee Stock Purchase Plan (1). All loans are
interest free and are repayable if the Arrangement is completed.

Largest Aggregate

Amount
Outstanding
Between Balance
January 1, 1989 Qutstanding
and As At
Name Position January 31, 1990  January 31, 1990
R. G. GRAHAM . ......... Chairman of the Board, President and Chief $1,260,000 $1,260,000
North York, Ontario Executive Officer
P. MARRIOTT(2)! v wawis soiri Senior Vice-President, Finance and Chief $ 136,875 $ 136,875
Thornhill, Ontario Financial Officer
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Largest Aggregate

Amount
Qutstanding
Between Balance
January 1, 1989 Outstanding
an As At
Name Position January 31, 1990  January 31, 1990
N. J: DIDUR (2) .0 s & i Group Vice-President, Utilities Division $ 136,875 $ 25,000
Toronto, Ontario
R. C. SIEGFRIED(3)....... Former Group Vice-President, Resources $ 50,000 $ —
Calgary, Alberta Division
H. J. STOLLERY(3) ....... Former Group Vice-President, Propane $ 77,083 § —
Mississauga, Ontario Division
H.J. FORREST (2) ........ Group Vice-President, Energy Products $ 32,400 $ 32,400
Brentwood, Tenessee Division
W. R. HARDING (3) ...... Former Vice-President $ 73,750 $ 73,750
Treasure Island, Florida
I. G. WRIGHT (2) ........ Group Vice-President, Propane Division $ 40,000 $ 37,300

Winnipeg, Manitoba

(1) The following table provides information with respect to the allocation and purchase of Common Shares with the proceeds of loans granted
by the Corporation to the five most highly compensated executive officers, to all directors and executive officers as a group, and to all other
employees participating in the Employee Stock Purchase Plan and for which those directors, executive officers or employees are currently
indebted to the Corporation. Such loans are interest-free, due seven years from the date of purchase of the shares certain of which terms
have been extended for a further period of three years and secured by the shares which were purchased through the Employee Stock
Purchase Plan. All allocations of shares under the Employee Stock Purchase Plan were at market value at the date of allocation.

Name Number of Shares
R.G. Graham ........................ 115,000
P MAmott s v v snennsoseaiss me 7,500
All directors and executive officers as a
ETOUD s ooy Shreary SupERs e RARTER Sk 127,500

(2

Included in the balance outstanding at January 31, 1990 are interest-free house purchase assistance loans for Messrs. Marriott, Didur,
Forrest and Wright in the amount of $25,000, $25,000, $32,400 and $37,300, respectively.

(3) Mr. Siegfried’s employment with the Corporation ceased as at June 22, 1989, Mr. Stollery’s as at April 30, 1989 and Mr. Harding’s as at
October 13, 1989.

Indemnification, Directors’ and Officers’ Insurance

The directors and officers of the Corporation and its subsidiaries are insured against certain liabilities incurred
by them in their capacity as directors and officers. The annual premium of U.S. $300,000 is paid by the Corporation.
The policy limit is an aggregate of U.S. $25,000,000 in any one year, whether there are one or more claims. The
policy indemnifies the directors and officers for 100% of all claims and losses in any year up to the policy limit. The
policy also insures the Corporation against any legal obligations it may have to indemnify its directors and officers
for losses or claims, subject to a deductible of U.S. $500,000 for each claim or occurrence.

Voting Securities and Principal Shareholders

The Board of Directors has determined that this Management Proxy Circular with the accompanying Notice of
Special Meeting will be mailed on February 19, 1990 to all Shareholders. Pursuant to the Interim Order, the record
date for the determination of shareholders entitled to notice of the Special Meeting will be February 16, 1990. For
details of the persons entitled to.vote at the Special Meeting, see “THE ARRANGEMENT — Conditions to the
Arrangement becoming Effective — Shareholder and Option Holder Approval”, “BoARD Si1ZE RESOLUTION —
Shareholder Approval” and “GENERAL PrROXY INFORMATION”. As at January 31, 1990 there were 23,770,662
outstanding Common Shares, 87,140 outstanding First Preference Shares, 2,717,527 outstanding Third Preference
Shares and Options to acquire 699,170 Common Shares.
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Thc-following table shows each person who is known as of January 31, 1990 to the management of the
Corporation to be the beneficial owner of more than five percent of any class of securities of the Corporation:

. Amount And Nature Of Percent
Title of Class Name And Address Of Beneficial Owner Beneficial Ownership (1) Of Class
Common Shares (2) Central Capital, through Utilities Holdings 4,675,000 — Indirect 19.7%

First Canadian Place, P.O. Box 38,
Toronto, Ontario
Common Shares (2) Central Capital, through Propane Holdings 3,495,700 — Indirect 14.7%
First Canadian Place, P.O. Box 38,
Toronto, Ontario
Common Shares (2) Central Capital, through 2451409 Manitoba 2,399,700 — Indirect 10.1%
Ltd.
First Canadian Place, P.O. Box 38,
Toronto, Ontario

Common Shares (2) Central Capital and affiliates as a Group 10,570,400 44.5%

Common Shares (3) Bel-Fran Investments Ltd. Suite 1800 227,000 — Direct 1.0%
777 Hornby Street, Vancouver, B.C.

Common Shares (3) Hornby Trading Inc. 101,200 — Direct 0.4%

P.O. Box 1322, Central Bank Building
Bridgetown, Barbados, West Indies
Common Shares (3) First City Securities Ltd. 1,000,000 — Direct 4.2%
Suite 1800,
777 Hornby Street, Vancouver, B.C.
Common Shares (3) As a Group 1,328,200 5.6%
Common Shares (4) Wertheim Schroder & Co. Incorporated 2,119,400 8.9%
787 Seventh Avenue,
New York, New York, 10019
First Preference Shares Central Capital, through MICC Investments 87,140 — Indirect 100%
Limited
First Canadian Place, P.O. Box 38,
Toronto, Ontario
Third Preference Shares  (2) Central Guaranty Trust Company 223,800 — Direct 8.2%
88 University Avenue, Toronto, Ontario

(1) To the best knowledge of the management of the Corporation, all such Shares are owned with sole investment and voting power, except as
set out in footnotes 2, 3 and 4.

Central Capital Corporation directly or indirectly owns 100% of the outstanding voting securities of 2451409 Manitoba Ltd., approximately
87% of the voting securities of Central Guaranty Trust Company and 99% of the outstanding voting securities of MICCI which in turn owns
100% of the outstanding voting securities of Utilities Holdings and indirectly holds 100% of the outstanding Preference Shares of Propane
Holdings.

(2

—

(3) Bel-Fran Investments Ltd., First City Trust Company, Hornby Trading Inc., and First City Securities Ltd., corporations controlled directly
or indirectly by Messrs. Samuel, William and Hyman Belzberg and their affiliates (as defined for the purpose of Schedule 13D), filed with
the SEC a statement on Schedule 13D, dated March 3, 1989, disclosing that they then owned, as a group, approximately 6.4% of the
Common Shares in the Corporation. On November 1, 1989, Amendment No. 1 to that Schedule 13D was filed, disclosing that, as a group,
these companies then owned approximately 5.7% of the Common Shares. Their Schedule 13D discloses that they have purchased the
Common Shares for investment purposes only.

(4) Wertheim Schroder & Co. Incorporated (“Wertheim Schroder™), a registered broker-dealer and investment adviser, filed with the SEC a
statement on Schedule 13D, dated March 16, 1989, disclosing that it then owned approximately 7.8% of the Common Shares in the
Corporation. Such Shares are held in the accounts of its customers managed by Wertheim Schroder and with respect to which accounts
Wertheim Schroder has sole investment and voting discretion, as well as in its own accounts. One of the customers, holding an account with
Wertheim Schroder, is an investment partnership in which Wertheim Schroder serves as general partner and in which Wertheim Schroder
has a pecuniary interest. Wertheim Schroder disclaims beneficial interest of any of the Common Shares held in its customers’ accounts,
except to the extent that it has a pecuniary interest in the investment partnership for which Wertheim Schroder serves as general partner and
investment adviser. Wertheim Schroder’s statement on Schedule 13D discloses that it has acquired the Common Shares solely for
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investment purposes. Wertheim Schroder filed with the SEC a statement on Schedule 13D, dated April 28, 1989, disclosing that it then
owned approximately 9.2% of the Common Shares in the Corporation.

The only persons which to the knowledge of Central Capital own 5% or more of the outstanding voting
securities of Central Capital are Mr. H. Reuben Cohen, Q.C. and Mr. Leonard Ellen. Messrs. Cohen and Ellen are
directors of and through entities controlled by or associated with them each own beneficially, directly or indirectly,
more than 5% of the outstanding voting securities of Central Capital. Mr. Cohen beneficially owns, directly or
indirectly, or exercises control or direction over 8,725,915 (approximately 33.3%) of the outstanding common shares
and 2,330,361 (approximately 5.9%) of the outstanding Class A Subordinate Voting Shares of Central Capital and
3,335 shares of MICCI. Mr. Ellen benefically owns, directly or indirectly, or exercises control or direction over
8,533,250 (approximately 32.6%) of the outstanding common shares and 2,334,636 (approximately 5.9%) of the
Class A Subordinate Voting Shares of Central Capital and 3,335 common shares of MICCI.

Auditors, Transfer Agent and Registrar

The auditors of the Corporation are Coopers & Lybrand, Chartered Accountants, Toronto, Ontario. The
transfer agent and registrar for the Common Shares is Central Guaranty Trust Company, at its principal offices in
Vancouver, Calgary, Regina, Winnipeg, Toronto and Montreal in Canada.

INFORMATION CONCERNING INTER-CITY PRODUCTS CORPORATION
Business of Inter-City Products Corporation

The operating business of Inter-City Products will, after the Effective Date, be comprised of the three main
business units which currently represent the Energy Products Division of the Corporation: Heil-Quaker, KeepRite
and Thompson Pipe. Collectively, these business units are engaged in the design, manufacture and marketing of
residential and light commercial heating, refrigeration and air conditioning equipment, heat transfer equipment and
related products and the fabrication of large diameter steel pipe.

Heil-Quaker is a leading United States manufacturer and distributor of heating and air conditioning products
for the residential and light commercial markets and sells its products under the “Heil”, “Tempstar”, “Kenmore”
and “ZoneAire” brand names. KeepRite is Canada’s largest manufacturer of room and residential air conditioners
and also one of the leading Canadian producers of residential gas, oil and electric furnaces, light commercial heating
and air conditioning products, commercial refrigeration and heat transfer apparatus, primarily under the
“KeepRite”, “ICG”, “Electrohome” and “Unifin” brand names. Thompson Pipe fabricates large diameter steel
pipe and fittings.

KeepRite will retain the right to use the “ICG” trademark and certain related trademarks until September 30,
1992. Before that date, KeepRite intends to develop a new brand name to replace the ICG brand name.

The following table shows the revenue and operating profits (in millions of dollars), respectively, contributed
by each of the main business units to the Energy Products Division for the nine months ended September 30, 1989.

Financial Data
by Business Segment
(to September 30, 1989)

Revenue Operating Profits
$ % $ %
(unaudited)
LTS OIUAKET . osncie. cummss snumnmm, sumne o fress o s S o FIEess sigs =, S WS, S0a0E, 5% 5 392.1 64.5 336 61.5
KeePRItE v« wm = sims & svnss v @ o & s wamcs g Sviog JiesE ¥ S SR SR G 182.1 30.0 17.8 32.6
Thompson PIPE . ¢ v snn v weve gen © wes pome S0me B 4 095 2900 40+ G0l 5 _33.2 - 3.2 _ 359

6074 1000 546 1000

Inter-City Products will continue to operate in a number of markets in the United States, Canada and offshore.
The Corporation believes it is now the fourth largest producer of unitary heating and air conditioning equipment in
North America with a market share of approximately 12%. Heil-Quaker and KeepRite each distribute heating and
central air conditioning products, under various brand names, for their respective residential markets in the United
States and Canada as well as for light commercial applications. KeepRite also produces room air conditioners and
commercial refrigeration products for markets primarily in Canada but also in the United States and offshore.
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Unifin International, a division of KeepRite in Canada, produces industrial heat transfer apparatus under the
“Unifin” and “Universal” brand names and markets “Cardinal” brand transformer oil pumps produced by Cardinal
Pumps & Exchangers Inc. The most important markets for Unifin’s products are manufacturers of clx?clricai
apparatus, electric utilities, and the pulp and paper industry. Thompson Pipe fabricates large diameter steel pipe and
fittings for water transmission, water and sewage treatment, circulating water systems and penstocks for
hydro-electric power plants. Thompson Pipe’s markets are largely regional.

The following table shows the revenue (in millions of dollars) and unit sales, respectively, contributed by each
of the major product lines to the Energy Products Division for the nine months ended September 30, 1989.
Sales Data

by Product Line
(to September 30, 1989)

Revenue Unit Sales
$ % (in thousands)
(unaudited)
AP CONTIHOTEIS oo 5 i ¢ s wrorms svesi S5l 5 fasi aTaInS siude & Simis SININEY 5ol & winin Wrste s mie 398.6 65.6 579
BUTNACES . s ¢ o & 058 © 30 5ioi@h senis D60 WA SEmsy iy gir s it o o anves o 114.7 18.9 212
Other (including service parts, commercial refrigeration, heat transfer
products and STl PIPE). ..o.vc vioinie s o nisr winisid siaip & Sl et i 5 a0 sl s 4l 94.1 15.5
607.4 100.0

The executive office of Inter-City Products will be located at Suite 3500, 20 Queen Street West, Toronto,
Ontario, M5H 3R3. Corporate services provided from this office will include overall corporate planning and
strategic direction, as well as certain financial and corporate secretarial services. After the Effective Date, the
registered and head office of Inter-City Products may be relocated to a different location in Winnipeg, Manitoba.

Business Strategy

Inter-City Products’ principal business strategy will be to continue with the effective design, manufacture and
distribution of high quality and reliable residential and light commercial heating, refrigeration and air conditioning
equipment and related products and the improvement of market share for each of its products. To implement this
strategy, it is expected that Inter-City Products will concentrate on completing the integration of the operations of
Heil-Quaker and KeepRite to further capitalize on the strengths of the operations of each business unit and thereby
realize lower operating costs, increased sourcing flexibility and improved profitability.

Management expects to place particular emphasis on the United States market for residential and light
commercial heating and air conditioning products. In addition, management intends to aggressively target the
add-on and replacement markets for each of Inter-City Products’ products to reduce its reliance on the more
cyclical new housing markets.

In the large diameter steel pipe and fittings business, Inter-City Products’ business strategy will be to continue
to gain contracts through the cost-effective design and production of high quality and easily installable products and
through excellent service. The Corporation is proceeding with the purchase of a plant in Princeton, Kentucky which
will be equipped and operated to complement the existing facilities of the Corporation in Denver, Colorado. Target
markets will include Colorado and the contiguous states east of the Rocky Mountains and the eastern United States.

Anticipated Effects of Free Trade

Over the next 5 to 10 years, the Canada-United States Free Trade Agreement (the “FTA”) will reduce and
gradually eliminate customs duties and tariffs relating to the import and export of Inter-City Products’ products.
This gradual elimination of tariffs should allow Inter-City Products to more effectively utilize its manufacturing
capabilities in the United States and Canada. For example, the Corporation’s factory in Lewisburg, Tennessee is
highly automated with state-of-the-art manufacturing equipment and technology designed to achieve lower
production costs with longer production runs and the Brantford, Ontario plant is equipped with flexible
manufacturing systems designed for efficient short production runs. Factors other than operating costs that influence
the choice of manufacturing location of any specific product include the relationship between the United States and
Canadian dollars, relative interest rates in the two countries and the effect of any tariffs that remain in effect prior to
their elimination under the FTA.
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Investment Considerations

An investment in Inter-City Products Ordinary Shares or Class C 8% Convertible Preference Shares would be
subject to certain risks.

Seasonality and Cyclicality

An investment in Inter-City Products would expose investors to risks inherent in industries which are subject to
seasonal and cyclical factors. Sales of air conditioners and furnaces are subject to both seasonal and cyclical factors.
Air conditioner sales are concentrated in the first half of the year but are balanced in part by furnace sales in the
latter half of the year. Incentives to distributors to purchase products early in the selling season (for example,
extended financing terms) combined with production scheduling are used to reduce the impact of seasonality on the
business. Cyclical factors, including new housing starts and weather patterns, have an impact on total industry
shipments of air conditioners and furnaces. However, the high percentage of shipments to the add-on and
replacement markets has tended to reduce the impact of cyclical factors.

Financial Information

As at September 30, 1989, Inter-City Products would have consolidated pro forma debt of $207.3 million and
consolidated pro forma shareholders’ equity of $158.0 million. Pro forma book value per Inter-City Products
Ordinary Share prior to conversion of Class C 8% Convertible Preference Shares would be $13.40.

Approximately 70% of Inter-City Products’ consolidated sales are in U.S. dollars. Accordingly, the
maintenance by Inter-City Products of the Corporation’s current practice of reporting financial results in Canadian
dollars could expose its financial results to exchange rate fluctuations. For information regarding historical
Canada/United States exchange rates see “EXCHANGE RATE OF THE CANADIAN DOLLAR”.

Environmental Matters

Growing concern over potential ozone depletion has led to increased regulation of high ozone depletion
refrigerants, including an international protocol (the “Montreal Protocol”) signed on January 1, 1989 by more than
46 nations which limits emissions of fully-halogenated refrigerants such as CFC-11, 12, 113, 114, and 115, In
addition, several governments have indicated that they are considering supplemental regulation or phased-in
prohibitions of CFC refrigerants because recent scientific research indicates that where there is leakage of
refrigerants such leakage can create the potential for depletion of the ozone layer.

All air conditioning units manufactured by Inter-City Products contain HCFC-22, a form of refrigerant fluid.
This refrigerant is sealed inside the air conditioner and is expected to remain within the unit throughout the
operating life of the system without leakage to the atmosphere.

Further, because HCFC-22 is a partially halogenated fluorocarbon refrigerant, it has a 95% lower ozone
depletion potential than fully halogenated refrigerants such as CFC-11 or 12. HCFC-22 is not covered by the
Montreal Protocol. Management believes that the Corporation’s operations comply with all current legislation and
regulations relating to refrigerants. Inter-City Products intends to maintain close relationships with leading
refrigerant producers in connection with the development and industrial applications of substitute refrigerants that
have even lower ozone depletion potential than HCFC-22.

87



Subsidiaries

The following chart shows what the operating corporations and divisions of Inter-City Products will be, together
with the jurisdiction of incorporation (if applicable) and nature of operations of each.

Inter-City Products

(Manitoba)
|
l |
CHL Holdings Inc. KeepRite Inc.
(Delaware) {Canada)
Holding Corporation Manufacturing Subsidiary
Heil»Qn;;IZ;H(;(:goration Unifin International
Manufacturing Subsidiary Manufacturing Division
Thompson P;;g:) ;:)r;:dit)eel Company Lincoln/Barriere
Manufacturing Subsidiary Manufacturing Division
Cardinal Pumps & Exchangers Inc. HVAC Supply Inc.
(Ohio) (Manitoba)
Manufacturing Subsidiary Product Distributor

KeepRite Australia Pty. Limited
(New South Wales)
Product Distributor

KeepRite International U.K. Limited
(United Kingdom)
Product Distributor

Universal Heat Exchangers Inc.
{Canada)
Manufacturing Subsidiary

Facilities

The major operating facilities which will be owned or leased by Inter-City Products are shown in the following
table:

No. of Employees

Owned/ Area as of Union and Expiry Date
Location Leased (sq. ft.) Products/Activities January 31, 1990 of Collective Agreement
Heil-Quaker
Lewisburg, TN .. .. O 866,000 Manufacture of residential 1776 Stove, Furnace and Allied
heating products Appliance Workers
L 95,000 Warehouse International Union of North
America,
L 40,000 Manufacture of packaged AFL-CI0O; International
terminal air conditioners Association of Machinists and

Aerospace Workers
(September 30, 1994)
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Owned/ Area

Location Leased (sq. ft.) Products/Activities

LaVergne, TN... .. o] 247,000 Administration, Research and
Development

Nashville, TN ... .. 0} 522,000 Distribution

KeepRite

Brantford, ON . .... (o] 400,000 (1)  Manufacture of residential
and light commercial heating
and air conditioning products,
room air conditioners,
commercial refrigeration
products

London,; ON wos o (0] 105,000 Manufacture of industrial
heat transfer apparatus

Laval, PQ ........ O 58,000 Manufacture of residential
heating products, steel tanks

L 30,000 Distribution

Verdun, PQ....... (0] 30,000 Manufacture of industrial
heat transfer apparatus

Salem, OH ....... L. 18,000 Manufacture of transformer
oil pumps

Richmond Hill, ON L 150,000 Distribution

Winnipeg, MB. . ... L 23,200 Distribution

Montreal, PQ ..... L 13,800 Distribution

Winnipeg, MB. . ... L 10,100 Distribution

Thompson Pipe

Denver, CQ:. o o (6] 168,000 Manufacture of steel pipe
and fittings

Princeton, KY (3) (6] 329,000 Manufacture of steel pipe and

fittings

No. of Employees

as of Union and Expiry Date
January 31, 1990 of Collective Agreement
407 Non-union
94 Stove, Furnace and Allied
Appliance Workers
International Union of North
America, AFL-CIO
(September 30, 1994)
571 KeepRite Workers
Independent Association
(September 30, 1991)
148 Canadian Auto Workers
(May 5, 1991)
124 United Steelworkers of
America
(October 31, 1991)
24 Teamsters
(January 31, 1992)
17 United Steelworkers of
America
(February 5, 1994)
85(2) Non-union
17 Non-union
9 Non-union
10 Non-union
169 Brotherhood of Boilermakers

(1) Comprised of one facility for storage of raw materials and one manufacturing facility.

(2) Includes employees reporting to, but not situated at, this facility.

(December 31, 1990)

(3) The Corporation has agreed to purchase this facility and the transaction is scheduled to be completed in early 1990.

Heil-Quaker Corporation

The United States Air Conditioning and Heating Products Industry

The United States air conditioning and heating products markets have undergone significant growth during the
past decade. Sales of both central air conditioning units and warm air furnaces have increased due to rising demand

for these products.

The use of central air conditioning systems has increased dramatically since the early 1970’s. Yearly unit
shipments have expanded from 1.6 million units in 1970 to an estimated 4.2 million units in 1989. Growth of the air
conditioning market has occurred through increased penetration of the new construction segment of the market and
the growth of the replacement segment of the market. The replacement segment of the market is expected to
continue to increase as a large number of air conditioning units installed in the past decade become outdated and
reach the end of their useful life. Much of the increase in demand for air conditioning has occurred in the “sunbelt”
area in the southern United States.
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The furnace market has grown at approximately the same rate as the air com.:litionling m-arket, although fewer
total shipments have been reported since heat pumps and co'rnbination'gas-electnc units whu?h hcat.and cool are
regarded as air conditioning rather than heating products. This gr.owtl'! in the fu{'nace rnz_arket is due, in part, tt? an
emerging tendency among consumers to replace older furnaces with higher efﬁcllcncy units, prior to the_ end o the
older unit’s useful life. This trend towards premature replacement of less efficient units has resu.lt-cd in a hlgh.cr
growth rate for the high efficiency market segment than for the general furnace market. In addmon,. residential
installations of forced air heating systems have increased in recent years, due to the fact that ducted heating systems
allow for low cost retrofitting for central air conditioning.

In 1986, the U.S. Congress passed the 1987 National Appliance Energy Conservation Act wh.ich, begir.mi.ng
January 1, 1992, will create federal standards for unitary air conditioning and heating products, replacing all existing
state and local housing board standards. The majority of Heil-Quaker’s products currently meet these proposed
standards.

Description of Business

Heil-Quaker was formed by Sears, Roebuck & Co. (“Sears”) in 1957 and became a wholly-owned subsidiary
of Whirlpool Corporation (“Whirlpool”) in 1978. Heil-Quaker was acquired by the Corporation from Whirlpool,
effective October 31, 1986.

Heil-Quaker designs, manufactures and markets an integrated line of unitary air conditioning, heating and heat
pump systems for residential use primarily in the United States. Heil-Quaker’s product line includes gas and oil
furnaces, split system and packaged air conditioners and heat pumps, and packaged terminal air conditioners
(“PTACs"). Heil-Quaker markets its products through three channels:

1) “Heil” brand products are sold through independent air conditioning and refrigeration wholesalers
(“ARW wholesalers”) and heating, ventilating and air conditioning (“HVAC”) distributors serving all
fifty states;

2)  “Tempstar” brand products are sold through a separate network of independent ARW wholesalers and
HVAC distributors; and

3)  “ZoneAire” brand PTACs are sold through independent representatives.

In addition, in 1989, Heil-Quaker introduced a newly designed line of split system air conditioners to be
marketed under the “Airquest” and “Maratherm” brand names as popular priced companion lines to “Heil” and
“Tempstar” brand products; “Airquest” and “Maratherm” brand products are sold through independent ARW
wholesalers and HVAC distributors, including certain dealers who also sell “Heil” and “Tempstar” brand products.
Heil-Quaker also manufactures substantially all of its products for sale to private label customers, including Sears
which sells furnaces and residential split air conditioning units manufactured by Heil-Quaker under the “Kenmore”
label throughout the United States. Management believes that the sale of products under different brand names
creates expanded distribution opportunities.

Heil-Quaker generated approximately 64.5% and 61.5% of revenue and operating profits, respectively, of the
Energy Products Division during the nine months to September 30, 1989. Heil-Quaker’s business is seasonal with
approximately 58% of its air conditioner sales made during the first half of the year balanced to some extent by
approximately 74% of its furnace sales which occur in the second half of the year.

Heil-Quaker has substantially improved its competitive position in the industry over the last three years. This
improvement is the result of product redesign and improved manufacturing efficiencies and continued emphasis on
quality, reliability, and service. Consequently, Heil-Quaker’s share of the United States unitary air conditioning
market has increased (see the chart entitled “United States Market” below). Heil-Quaker recently introduced a
new line of high efficiency central residential air conditioners which use advanced design features.

Approximately 97% of Heil-Quaker’s sales are made within the United States; approximately 83% of these
sales are made to independent wholesalers and distributors, as described above, with the balance being made to
private label customers. Heil-Quaker’s 10 largest customers accounted for approximately 35% of its 1988 revenue.

Residential air conditioners, which accounted for 57% of 1988 revenue, range in capacity from 1 to 5 tons.
Furnaces, which represented 32% of 1988 revenue, range in capacity from 50,000 to 150,000 British Thermal Units
Per Hour (“BTU/hr.”).
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Heil-Quaker offers warranty protection which it believes to be equal or superior to that of its major
competitors.

Market and Competition

Heil-Quaker estimates that its share of unit sales in the United States has increased over the past four years
from less than 7% to more than 10% for residential unitary air conditioners and from less than 9% to approximately
11% for furnaces.

United States Market
Shipments and Share of Unit Sales
(Units in Millions)

Unitary Air Conditioners Furnaces

Industry Share Industry
Year Shipments (a) Residential Shipments (b) Share
TORE. e o simie csmse mmonsn syiihid S0 SEAOE P0G § ol Dagal W o 4.0 10.2% 2.6 10.7%
LOBT.. cocove e« wcrise wommmn wimiman smsoss speme sidlbit WA § 38 HEYEH & 4.0 8.0% 27 10.2%
LB . et et 3.6 7.4% 2.7 9.9%
VOB S soios s waievh wis o satich Fia & o WeaETs SeLe e o SEE 33 6.6% 2.3 8.9%
VOBA. . .. i comp e vam @ Bei & g © St weie wares vz 33 7.3% 24 7.5%
TOBR. e = raon sxonmns sacms Fiihd 40 & R0 S VAR GOS0 Brge wwme 2.7 6.2% 2.1 6.2%

(a) Source: Air Conditioning and Refrigeration Institute.
(b) Source: Gas Appliance Manufacturing Association.

Carrier Corporation, Rheem Manufacturing, Trane Company and Lennox Industries, Heil-Quaker’s four
largest competitors, together account for approximately 63% of the unitary heating and air conditioning equipment
market, with no single competitor accounting for more than approximately 24% of either market. Management
believes that distribution, quality, and price of product are the primary bases for competition in these markets.

The unitary air conditioning and heating industry has maintained relatively high levels of shipments particularly
over the four years up to and including 1989. One reason is that an estimated 70% of the single family homes built in
1988 installed central air conditioning, up from 49% in 1973, and approximately 89% of multi-family units built in
1988 installed central air conditioning as compared to 85% in 1973. Another reason is the growth of the replacement
market to almost two-thirds of total air conditioning shipments in 1988.

Marketing and Distribution

Heil-Quaker markets its products to local installers through independent distributors throughout the United
States. The “Heil” and “Tempstar” brand products distribution networks are equivalent in size, and both primarily
use exclusive independent distributors who do not carry competing product lines. “ZoneAire” brand PTACs are sold
through independent representatives. Heil-Quaker does not have any factory branches.

Heil-Quaker’s advertising and marketing programs generally target the dealers and installers which influence
sales of heating and air conditioning products. In 1988, however, Heil-Quaker launched an extensive national
advertising campaign to introduce the “Tempstar” brand and to position the “Heil” and “Tempstar” brands as
premier residential heating and cooling products. New distributor and dealer development programs were also
introduced in an attempt to develop a higher quality image and demonstrate improved product performance at the
consumer level. These programs tie directly to various cooperative advertising programs which are funded jointly by
local dealers and installers, distributors and Heil-Quaker.

Production; Assets and Facilities

Most of Heil-Quaker’s products are manufactured in a modern facility in Lewisburg, Tennessee using
just-in-time manufacturing techniques. Heil-Quaker also leases a second manufacturing facility in Lewisburg,
which is devoted to the production of PTACs and accessories. In addition, Inter-City Products will continue to have
product sourcing options available in Brantford, Ontario. All finished goods are stored in a central custom-designed
distribution centre in Nashville, Tennessee, located approximately 50 miles from the Lewisburg plant at the junction
of several major highways and supplemented by a rented warehouse in Lewisberg. Heil-Quaker has invested nearly
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U.S.$60 million in strategic and sustaining capital over the past three years to redesign its residential product line,
develop new popularly priced residential and branded commercial lines, increase plant capacity, increase
manufacturing efficiencies and flexibility, and reduce work-in-process inventory. Heil-Quaker’s sales, marketing,
engineering, finance, human resource, and administrative functions are all conducted from Heil-Quaker’s
headquarters in LaVergne, Tennessee. See “INFORMATION CONCERNING INTER-CITY PrODUCTS

CORPORATION — Facilities”.

Recently, Heil-Quaker commenced a program to redesign certain products in order to lower the numlf)er of
different components that must be purchased and held in inventory. Management believes that this redesxg.n of
Heil-Quaker’s new split system air conditioners and heat pumps will result in substantial annual cosl' savings.
Management also believes that the retooling of the Lewisburg facility to improve manufacturing efficiencies is
providing additional cost savings.

Heil-Quaker purchases most of the components for its products from outside suppliers; these components
include compressors, motors, capacitors, fasteners, switches, relays, and insulating materials. In addition,
Heil-Quaker purchases certain raw materials from outside suppliers; these raw materials include copper, aluminum,
galvanized steel, wire, and paint. When practical, Heil-Quaker attempts to establish multiple sources for the
purchase of raw materials and components. This practice provides for competitive pricing, supply flexibility and
protection from supply disruption. Heil-Quaker also works closely with major suppliers to ensure that all major
components meet performance standards. Typically, outside suppliers provide Heil-Quaker with warranties on all
major purchased components.

All units are operationally tested and vital statistics are recorded prior to shipment. In addition to these
operational tests, several units are randomly selected at various stages of production each day for a complete quality
audit of construction and performance.

Product Development

Heil-Quaker maintains a product engineering staff which directs its efforts towards improving product safety,
reliability and performance, and reducing manufacturing costs. Performance requirements are influenced by market
needs, industry standards and government regulations. Reductions in manufacturing costs are achieved by cost
control programs, standardization, size and weight reduction, the application of new technology, and improvement
in production techniques.

Close contact is maintained with marketing personnel to ensure that the final product will meet customer needs
and with manufacturing personnel to ensure that a design can be produced using highly flexible just-in-time
inventory techniques. Heil-Quaker engineers also work closely with major components suppliers to improve
manufacturing efficiencies and keep abreast of new technological advances.

Labour Relations

Heil-Quaker believes that it has satisfactory labour relations with its two labour unions, the Stove, Furnace and
Allied Appliance Workers International Union of North America, AFL-CIO and the International Association of
Machinists & Aerospace Workers.

KeepRite Inc.
The Canadian Air Conditioning and Heating Products Industry

As in the United States, the Canadian heating and air conditioning products market has experienced growth
over the past decade. In Canada, the heating market is the larger of the two markets.

Growth of the air conditioning market has occurred through an increase in add-on sales (i.e. existing
homeowners making a first-time investment in central heating and air conditioning), growth of the replacement
market segment, and increased penetration of the new construction segment. New construction is, however, less of a
factor in Canada than add-on sales; in addition, the replacement market in Canada is not as fully developed as it is
in the United States.

As in the United States, the Canadian heating market has grown in recent years due to general economic
conditions and the tendency to replace older furnaces with higher efficiency units before the end of their useful life.
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Unlike the United States, Canada has not enacted legislation that requires minimum standard energy
efficiencies in household appliances.

Description of Business

KeepRite was formed in 1945 to design and manufacture commercial refrigeration products. In 1965, KeepRite
purchased Unifin, a designer and manufacturer of heat transfer apparatus. In 1977, KeepRite purchased Cardinal
Pumps and Exchangers, Inc., a manufacturer of transformer oil pumps. In 1981, the Corporation acquired a
majority interest in KeepRite. In 1981, KeepRite purchased ZoneAire Corporation located in Johnson City,
Tennessee and the heating and air conditioning business of Westinghouse Canada Inc. In 1983, KeepRite purchased
the heating and air conditioning businesses carried on by two subsidiaries of the Corporation, ICG Manufacturing
Ltd. and ICG Energy Products Ltd. The Johnson City facility was integrated with Heil-Quaker’s Lewisburg plant
during 1988. In January, 1987, KeepRite became a wholly owned subsidiary of the Corporation pursuant to a Plan
of Arrangement whereby the shareholders of KeepRite, other than the Corporation, surrendered their KeepRite
shares in exchange for Common Shares or cash.

KeepRite designs, manufactures and markets an integrated line of unitary heating, air conditioning and heat
pump products for use primarily in Canada. “KeepRite” brand products include split system residential air
conditioning units and heat pumps, rooftop air conditioners, PTACs, and gas, oil and electric furnaces. The high and
mid-efficiency furnaces sold by KeepRite in Canada are manufactured by Heil-Quaker and are imported under the
“KeepRite” brand name into Canada. Standard efficiency furnaces are manufactured at the Brantford, Ontario
plant. KeepRite markets its products through three primary channels:

1)  “KeepRite” brand products are sold through independent ARW wholesalers and HVAC distributors;

2)  “ICG” brand products are sold through a separate network also comprised of independent ARW and
HVAC wholesalers and distributors; and

3)  “Tempstar” brand products, which were only recently introduced into the Canadian market, are sold
through plumbing and electrical outlets on an exclusive basis.

Under the terms of a license agreement with Electrohome Limited, KeepRite may use the “Electrohome”
brand name for room air conditioners, for which it pays a royalty. The Electrohome license is currently in effect until
December 31, 1991 at which time it will be renewed automatically for successive three year terms unless a one year
written notice of termination is given or received prior to its expiration.

KeepRite also has three lines of business that are not fully integrated with its core operations. KeepRite sells
“KeepRite” brand commercial refrigeration products, such as cooling equipment for refrigerated cold storage
rooms, from its sales headquarters in Richmond Hill, Ontario. Sales are made through ARW wholesalers and
directly to larger contractors, installers and end users across Canada. “Lincoln” brand oil and electric furnaces and
oil storage tanks are marketed in the province of Quebec by KeepRite’s Lincoln/Barriere business unit. KeepRite’s
Unifin International business unit designs and manufactures “Unifin” brand industrial heat exchangers which are
sold worldwide. Other non-core operations include Universal Heat Exchangers Inc., in Verdun, Quebec, which
produces “Universal” brand heat exchangers and Cardinal Pumps & Exchangers Inc., in Salem, Ohio, which
designs and manufactures “Cardinal” brand transformer oil pumps.

KeepRite generated approximately 30.0% and 32.6% of revenue and operating profits, respectively, of the
Energy Products Division during the nine months to September 30, 1989. KeepRite's business is seasonal with
approximately 58% of its air conditioner sales made during the first half of the year balanced to some extent by
about 69% of its furnace sales which occur in the second half of the year.

Residential central air conditioners, which accounted for approximately 27% of 1988 revenue, range in capacity
from 1% to 5 tons. Room air conditioners, which accounted for approximately 12% of 1988 revenue, range in
capacity from 5,000 to 33,000 BTU/hr. Commercial air conditioners, which accounted for approximately 21% of
1988 revenue, range in capacity from 2 to 20 tons. Furnaces, which accounted for approximately 12% of 1988
revenue, range in capacity from 45,000 to 150,000 BTU/hr.

KeepRite’s 10 largest customers accounted for less than 25% of its 1988 revenue, and no single customer
accounted for more than 10% of such revenue.
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As mentioned above, Canada has not yet enacted legislation that requires minimum standard energy
efficiencies in household appliances, but may do so in the future. In the event such legislation is introduced in
Canada, it is anticipated that Inter-City Products will be able to source products from the United States which are
not available from Canadian production.

KeepRite offers warranty protection which it believes to be equal or superior to that of its major competitors.

Market and Competition

KeepRite estimates its Canadian market share of unit sales is in excess of 30% for residential central air
conditioners, approximately 45% for room air conditioners, approximately 20% for furnaces, and 15-20% for
commercial air conditioning products. KeepRite’s market share of commercial refrigeration and industrial heat
exchangers is less certain since the market is highly fragmented, but management believes that KeepRite’s market
share in each of the key markets for these products is substantial.

Canadian Market
Shipments and Share of Unit Sales
(Units in Thousands)

Central Air Conditioners Furnaces

Industry Share Industry
Year Shipments (a) Residential Shipments (b) Share
T8 s 5500 5508 0% FERS 5l & mees sumeass sssmce slass. missmie 1 166 31% 204 21%
BRI i b missoss momsmsn motsn. s axess. SSapens simssnn wsis o vosie maie 92 34% 194 20%
1086, . 51 35% 174 18%
B e et ke . s e Bt b sesy o sebeneiots 1 59 40% 187 16%
. 58 45% 168 17%
1983 sravers wers s siat & Ss v VT RS TR TR Bl e e 27 42% 162 18%

(a) Source: Heating, Refrigeration and Air Conditioning Institute of Canada.

(b) Source: Canadian Gas Association.

KeepRite believes it is Canada’s largest producer of residential air conditioners and the second largest
manufacturer and supplier of gas, oil and electric furnaces and light commercial rooftop systems. Lennox Industries
(Canada) Ltd., Carrier Canada Ltd. and York Air Conditioning Limited, the three largest competitors, together are
believed to account for approximately 35% of the residential air conditioning and heating market and approximately
60% of the commercial air conditioning and heating products market.

The unitary heating and air conditioning industry in Canada has maintained excellent levels of shipments
particularly over the four years up to and including 1989. Residential air conditioning has not, however, attained the
level of penetration in Canada that has been reached in the United States and the market did not develop as early.
While an estimated 70% of the single family homes built in 1987 installed central air conditioning in the United
States, only 40% of the homes built in Canada installed central air conditioning. The level of penetration with
respect to furnaces, however, is believed to be relatively higher in Canada than in the United States. Strong
shipment rates have continued in 1989 and KeepRite's advertising and marketing expenditure requirements have
been minimal.

Marketing and Distribution

KeepRite believes it has the industry’s most extensive distribution network in Canada. KeepRite’s greatest
penetration is in the province of Ontario. “KeepRite” brand residential central heating and air conditioning products
are marketed to local installers through independent distributors serving all provinces. In the province of Ontario,
“ICG” brand residential products are sold directly to installing dealers through wholly-owned distribution centres;
outside the province of Ontario, “ICG” brand products are marketed through the ICG independent distributor
network. Prior to September 30, 1992, when the license agreement granted by Propane Company to KeepRite in
connection with the Arrangement with respect to the use of the “ICG” trademark expires, KeepRite intends to
implement the use of a new brand name for its ICG brand products.
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“Tempstar” brand units are sold on an exclusive basis through plumbing and electrical wholesaler outlets
owned by Westburne Industrial Enterprises Limited (“Westburne”). “Electrohome™ brand room air conditioners
are sold through ARW, HVAC, plumbing, electrical and electronics wholesalers as well as hardware chains, all of
which in turn sell “Electrohome” brand products either through retail outlets or to contractors and industrial users
across Canada. Other products are sold directly to contractors and end-users.

KeepRite sells products to independent distributors and directly to end-users. In addition, KeepRite owns and
operates branches which sell “ICG” brand products in Ontario, and KeepRite sales personnel service its Westburne,
Sears, and other national accounts and all “Electrohome” brand products sales. KeepRite markets both “KeepRite”
and “ICG” brand light commercial products and “KeepRite” brand commercial refrigeration products. KeepRite’s
Lincoln Barriere and Unifin divisions market their products through their respective sales and marketing operations.

The KeepRite International division generated approximately $17 million in export revenue in 1988. KeepRite
International’s principal markets are in Australia, Africa, the Middle East, the Caribbean, and Latin America.
KeepRite believes the export market offers significant growth opportunities.

KeepRite’s advertising and marketing programs target the dealers and installers and, accordingly, KeepRite has
developed broad programs for use at that level. These programs tie directly to cooperative advertising programs
which are funded jointly by local dealers and installers, distributors and KeepRite.

Production; Assets and Facilities

KeepRite’s primary manufacturing facility is in Brantford, Ontario, although certain products offered in
Canada are manufactured at Heil-Quaker’s Lewisburg plant. Since 1983, KeepRite has substantially improved and
updated the manufacturing processes and techniques employed at its Brantford plant, and recently introduced new
labour standards to reduce costs. Management believes that a manufacturing floor reorganization program, which is
now substantially completed, will further streamline manufacturing costs.

As with Heil-Quaker, KeepRite purchases many of its component parts and raw materials from outside
suppliers, and, when practical, attempts to establish multiple sourcing options. As does Heil-Quaker, KeepRite
works closely with major suppliers to ensure all major components meet performance standards.

All units are operationally tested and vital statistics are recorded prior to shipment. In addition to these
operational tests, several units are randomly selected at various stages of production each day for a complete quality
audit of construction and performance.

KeepRite owns four facilities and leases five others in Canada and one in the United States, as shown in the
table under “INFORMATION CONCERNING INTER-CITY PrODUCTS CORPORATION — Facilities”. In addition,
KeepRite maintains nine sales offices situated in major Canadian cities, as well as two sales offices in the United
States. KeepRite’s principal manufacturing facility is located in Brantford, Ontario and distribution centres are
located in Richmond Hill, Ontario, Winnipeg, Manitoba and Laval, Quebec. As discussed above, most of
KeepRite’s products are manufactured at its Brantford facility, with product sourcing options available through
Heil-Quaker. “Lincoln” brand furnaces are manufactured in Laval, Quebec; “Unifin” and “Universal” brand heat
transfer apparatuses are manufactured in London, Ontario and Verdun, Quebec and “Cardinal” brand pumps are
manufactured in Salem, Ohio.

Product Development

All of KeepRite’s residential and light commercial product engineering is conducted at Heil-Quaker’s
administrative headquarters in LaVergne, Tennessee. Product development for KeepRite's commercial
refrigeration, pumps, and heat transfer products is conducted by the respective business unit responsible for that
product.

Labour Relations

KeepRite believes it has satisfactory labour relations with its four labour unions, the KeepRite Workers
Independent Association, Canadian Auto Workers, United Steelworkers of America and the Teamsters.
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Thompson Pipe and Steel Company
The United States Steel Pipe Industry

The steel pipe industry is fragmented and diversified as a result of the high costs associated with transporting
large diameter pipe which limit potential markets to local areas and the relatively limited number of end-users. In
addition, the steel pipe market faces competition from substitute products such as pre-stressed concrete and ductile
iron pipe.

Description of Business

Thompson Pipe, founded in 1878, specializes in the manufacture of large diameter steel pipe and fittings. The
Corporation acquired an interest in Thompson Pipe in 1976, and became the sole shareholder of the company in
1978. Thompson Pipe owns a facility in Denver, Colorado, where it makes three product lines. Large diameter spiral
welded steel pipe is used primarily by municipalities and other government bodies for water transmission. Fabricated
steel fittings are used by municipalities in water and sewage treatment facilities, electrical generating plants and
circulating water systems. Non-pressure corrugated steel pipe is used for drainage in residential and commercial real
estate developments and highway construction projects. Thompson Pipe’s principal market area for its large steel
pipe and fabricated fittings is currently Colorado and the contiguous states east of the Rocky Mountains.

Pressurized pipe and fabricated products are designed and produced to meet customer specifications and
contracts are usually awarded on the basis of competitive bidding.

Thompson Pipe generated approximately 5.5% and 5.9% of revenue and operating profits, respectively, of the
Energy Products Division during the nine months to September 30, 1989.

Thompson Pipe believes that the steel pipe industry will benefit from the continued enforcement of the
Environmental Protection Act regulations concerning surface water treatment and transmission, and the recent
recommendations put forth by the National Council on Public Works Improvement. Federal funding under the
Highway Enabling Act and Omnibus Water Bill should also promote new infrastructure construction.

Market and Competition

Thompson Pipe competes with not only other steel pipe manufacturers, but also against manufacturers of
pre-stressed concrete pipe and ductile iron pipe. The advantages of steel pipe over these alternative materials include
efficient and cost-effective design capabilities, longer installation lengths that minimize installation costs and speed
project completion, and easy-to-install watertight joints.

Thompson Pipe’s primary market area is Colorado and the contiguous states east of the Rocky Mountains.
High freight costs limit shipments of drainage pipe to a 100 to 200 mile radius around Denver. In comparison,
pressurized pipe can be shipped competitively up to 750 miles from Thompson Pipe’s manufacturing facility, and
fabricated products, given their smaller part size, can be shipped competitively as far east as the Mississippi River.
Management anticipates that the establishment of a new facility in Kentucky will enable it to develop its market and
serve customers in the eastern United States.

Marketing and Distribution

Thompson Pipe markets its products principally through consulting engineers who design municipal and
industrial projects for the principal users. Thompson Pipe is a member of the American Water Works Association
(“AWWA™) and the AWWA’s Steel Pipe Committee, which sets standards for the industry. Consequently,
Thompson Pipe is well known in the pipe industry and management believes it is aware of most major contracts up
for bid. Thompson Pipe also exhibits its products at industry trade shows and conventions.

Most pressurized pipe and fabricated products are manufactured to order. Thompson Pipe keeps a minimal
level of drainage pipe inventory at its Denver facility.
Production; Assets and Facilities

Spiral pipe is produced by the submerged arc fusion weld process, which results in a rounder and straighter
pipe. A new helical pipe machine and support equipment installed in the second quarter of 1988 allowed Thompson
Pipe to meet its 1988 target of a 40% increase in shipments. The majority of pipe product is lined with cement
mortar and wrapped with high density polyethylene tape to prevent corrosion.
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Thompson Pipe’s quality control department is responsible for assuring compliance with specifications at each
step in the manufacturing process, including fabrication, lining, coating and shipping. Steel coil used to manufacture
pipe undergoes yield and tensile strength testing; finished pipe undergoes weld testing and hydrostatic testing.

Thompson Pipe purchases steel from a number of steel mills. Although it has no long-term contracts for the
purchase of any of its raw materials, Thompson Pipe has not experienced any shortages.

Thompson Pipe owns a facility in Denver, Colorado, as shown in the table under “INFORMATION
CONCERNING INTER-CITY ProOpUCTS CORPORATION — Facilities”. Thompson Pipe’s manufacturing and
administrative functions are conducted from this facility. In addition, as mentioned above, Thompson Pipe has
agreed to purchase an additional facility in Princeton, Kentucky and expects the transaction to be completed in early
1990.

Labour Relations

Thompson Pipe believes that it has satisfactory labour relations with its labour union, the Brotherhood of
Boilermakers.

Pro Forma Capitalization

Inter-City Products Corporation
Pro Forma Capitalization
September 30, 1989
(In Millions of Canadian Dollars)

The following table should be read in conjunction with the unaudited pro forma condensed consolidated
financial statements of Inter-City Products Corporation and the unaudited consolidated financial statements of
Inter-City Gas Corporation, both as at September 30, 1989, included elsewhere in this Management Proxy Circular.

Inter-City Gas Corporation Inter-City Products
before Arrangement Pro forma
$ % $ %
Bank atVANCES: oz ssois swes wimvais siateis srana o s sxoiors st $ 284.0 $ 75.1
Current portion of long-termdebt . .................. 73.8 14.0
357.8 25.5 891 24.4
Long-term debt
Term bank loans . ......... ... ... ... . it 145.3 48.6
IDIEDBINIUTES oy swaveis sraras s & st wrsss dveis & s S wamw 252.5 —
ProfisSory-notes: « cu ¢ s v womn swses amis 6@ & 25 126.8 82.5
First mortgage Bonds . . oo coen s s v s v « e seion 62.2 —
Capitalized lease obligations . ..................... 27.2 0.5
Sundry notes and mortgages...................... 3.1 0.6
617.1 132.2
Less: current portion of long-term debt............. 73.8 14.0
_ 3433 38.7 _118.2 324
Redeemable preference shares ...................... 63.5 4.5 — —
Shareholders’ equity
Common shares . ..........c.oiiiiiiinnn.. 208.6 110.0
Convertible preference shares..................... 71.0 61.0
Contributed SUMPIUS .. cuw v cwm son v soi ssendd wid 242 —
Foreign currency translation adjustment ............ (13.0) (13.0)
Retained 8arnifios: ¢ vos vy sme s guivs o5 e Swey s 149.7 —
440.5 31.3 158.0 432
TOTAL CAPITALIZATION . ...........coiunn... $1,405.1 100.0 $365.3 100.0




Notes:
1. Inter-City Gas Corporation
Prior to Arrangement
Authorized

600,000 First Preference shares eight per cent (8%) Series A

125,000 Second Preference shares six and one-half per cent (6'2%) Series A

100,000 Second Preference shares seven and one-half per cent (7%2%) Series B

10,000,000 §2.125 Cumulative Redeemable Voting Convertible Third Preference shares, 1985 Series
Unlimited Common Shares

Issued and Fully Paid

87,140 First Preference shares eight per cent (8%) Series A
63,197 Second Preference shares six and one-half per cent (6'2%) Series A
59,395 Second Preference shares seven and one-half per cent (7'2%) Series B
2,855,905 $2.125 Cumulative Redeemable Voting Convertible Third Preference shares, 1985 Series
23,455,872 Common Shares
Reference is made to “INFORMATION CONCERNING THE CORPORATION — Description of Share Capital”.
Inter City Products Corporation Pro Forma
After the Arrangement
Authorized
Unlimited Class A Preference Shares
Unlimited Class B Preference Shares
2,439,920 Class C 8% Convertible Preference Shares
Unlimited Ordinary Shares
Issued and Fully Paid
2,439,920 Class C 8% Convertible Preference Shares
7,244,024 Ordinary Shares
Reference is made to “INFORMATION CONCERNING INTER-CITY PRODUCTS CORPORATION — Description of Share Capital”,
2. As at September 30, 1989, there were Options outstanding to purchase 773,710 Common Shares pursuant to the Corporation’s Employee
Stock Option Plan. Under the Arrangement, the Corporation’s outstanding First Preference Shares will be changed into Class C 8%
Convertible Preference Shares, reflecting the recapitalization of the Corporation. For a description of the method of determining such

adjustment, see “THE ARRANGEMENT — Creation of the Class C 8% Convertible Preference Shares and Warrant Offering — Change of
First Preference Shares” and “Inter-City Products Corporation — Notes to Pro Forma Condensed Consolidated Financial Information”.

3. Reference is made to note 5 to “Inter-City Gas Corporation — Notes to Consolidated Financial Statements — December 31, 1988
regarding details of bank advances.

4. Reference is made to note 9 to “Inter-City Gas Corporation — Notes to Consolidated Financial Statements — December 31, 1988"
regarding details of long-term debt.

5. Inter-City Products’ pro forma long-term debt (excluding current portion) relates to the following subsidiaries:

Heil-QuaKer COTPOTAEION v, vorviareiaivn srmzmmmmmsmminsismnn sroemssisssi Saiste s is {armsis i WRaT S sy S Paye s $ 944
KEepRITE TNC.u: crins dauiiamis Gt SRR J5% 55 STHE TR T30 ¥ s mnieroin oissn aisioisseienis SGaLsess tmmimra et soniSinis snitaie, ol ntaseians 23.6
Thompson Pipe and Steel COMPANY: wx v v wammn mms-mumns s s iais s Ve s i (i as e iy 0.2

$118.2

6. Inter-City Products’ pro forma Ordinary Shares were calculated as follows:
No. of shares

Common Shares. outstanding:as at SeptembBer30, 1989 ... si s ommoe s e minis s a7 ar s s iew BEess mears 23,455,872
Conversion of Third Preference SRares .. ... .. uioeiirennierseisionnemersases e sessensssesnssennnsas 4,746,514
EXercise OF OPHGNS.. i siumn sosm v <im s amiaiiune, soemmisis s m st i e s i e st G 773,710

28,976,096
Ordinary Shares outstanding after subdivision . .. ... ... . . 7,244,024

7. The Corporation has arranged with a Canadian chartered bank to refinance a portion of the Corporation’s bank advances to the maximum
extent of $52.0 to pay for the Arrangement costs and other corporate requirements. This amount has to be refinanced prior to March 31,
1991. As at September 30, 1989, bank advances which will be replaced by the above facility amounted to $14.6.

The Corporation and its subsidiaries have operating and other short-term lines of credit with Canadian and United States banks totalling
$223.9 of which $75.1 was utilized at September 30, 1989 on a pro forma basis. The Corporation’s management believes that the refinancing
arrangement with the Canadian chartered bank together with its existing credit facilities and its internally generated funds will be adequate
to meet its requirements during 1990.
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Description of Share Capital

The following is a summary of the material provisions of the share capital of Inter-City Products assuming the
Arrangement is approved and has been completed. This summary is subject to the detailed provisions of the Articles
of Arrangement of Inter-City Products and the detailed share conditions of the Class A Preference Shares, Class B
Preference Shares and the Class C 8% Convertible Preference Shares annexed as Appendix II and Appendix I,
respectively, to the Arrangement annexed as Exhibit I to the Arrangement Agreement.

For information with respect to the stock exchanges upon which the Inter-City Products Ordinary Shares and
Class C 8% Convertible Preference Shares will be listed, see “THE ARRANGEMENT — Stock Exchange Listings™.

Class A Preference Shares and Class B Preference Shares

The Class A Preference Shares will be issuable in series and shall rank senior to the Class B Preference Shares,
Class C 8% Convertible Preference Shares and Inter-City Products Ordinary Shares as to dividends and
participation in certain distributions of assets on liquidation. The Class B Preference Shares shall also be issuable in
series and shall rank senior to the Class C 8% Convertible Preference Shares and Inter-City Products Ordinary
Shares and junior to the Class A Preference Shares as to dividends and participation in certain distributions of assets
on liquidation.

The Board of Directors of Inter-City Products will have the ability, from time to time, to determine the number
of shares in any particular series of the Class A Preference Shares or Class B Preference Shares and to fix the terms
of any series prior to issue thereof.

The Board of Directors has no present plans to issue any Class A Preference Shares or Class B Preference
Shares. The directors believe, however, that it is in the best interests of Inter-City Products to have a capital
structure which permits the maximum possible flexibility to accomodate any requirements of Inter-City Products
for financing or other issues of shares. See “THE ARRANGEMENT — Creation of Class A Preference Shares and
Class B Preference Shares”.

Class C 8% Convertible Preference Shares

The First Preference Shares will be changed, pursuant to the Arrangement, into Class C 8% Convertible
Preference Shares. For information with respect to this change, see “THE ARRANGEMENT — Creation of the
Class C 8% Convertible Preference Shares and Warrant Offering — Change of First Preference Shares”.

Inter-City Products Ordinary Shares

The terms and conditions of the Inter-City Products Ordinary Shares will be, upon the completion of the
Arrangement, the same as the current terms and conditions of the Common Shares. See “INFORMATION
CONCERNING THE CORPORATION — Description of Share Capital”.

Voting Securities and Principal Shareholders

Assuming the Arrangement becomes effective and the principal shareholders of the Corporation participate
fully in the Arrangement, the table under “INFORMATION CONCERNING THE CORPORATION — Voting Securities
and Principal Shareholders” shows each person who is known as of January 31, 1990 to the management of the
Corporation who will, on the Effective Date, be the beneficial owner of more than five percent of any class of
securities of Inter-City Products.

Dividend Policy

It is anticipated that the future cash flow of Inter-City Products will be reinvested in the business and used to
reduce bank indebtedness. There are no current plans to resume the payment of regular dividends on Inter-City
Products Ordinary Shares aftef the Arrangement.
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Management
Directors

The directors of Inter-City Products following the Effective Date and assuming the Board Size Resolution
becomes effective, their municipalities of residence, ages, principal occupation and ownership of Inter-City Products
Ordinary Shares will be as follows:

Number of

Inter-City Products
Name and Municipality of Residence Age Principal Occupation Ordinary Shares
H. REUBEN CoHEN, Q.C. .. .... 68  Barrister and Solicitor 22,025
Moncton, New Brunswick
CLARENCE W COLE & & oo 5o 52 President and Chief Executive Officer of —
Toronto, Ontario Central Capital Corporation
LEONARD ELLEN .. ........... 64  Chairman, Leonard Ellen Canada Inc. 22,025
Montreal, Quebec
HENRY J. FORREST i cvvw cei s 56  President and Chief Operating Officer of 15,875 (1)
Brentwood, Tenessee Inter-City Products
ROBERT G. GRAHAM .. ........ 58  Chairman of the Board and Chief Executive 112,608 (1)
North York, Ontario Officer of Inter-City Products

(1) Assuming all Options are exercised prior to the Effective Date.

All of the directors listed above have been engaged for more than five years in their present occupations or in
other executive capacities with the corporations or firms with which they currently hold positions, with the exception
of Mr. Cole, who prior to May 16, 1986 was a Senior Executive Vice-President of the Canadian Imperial Bank of
Commerce.

All of the directors listed above (with the exception of Mr. Forrest) are also directors of other public
companies, as described under “INFORMATION CONCERNING THE CORPORATION — Management”.
Committees of the Board

Inter-City Products will comply with its statutory obligation to establish an audit committee of at least three
members, a majority of whom will not be officers or employees of the Company or any of its affiliates.

No other committees of the board of directors of Inter-City Products are presently contemplated.

Executive Officers

The following table sets for the information with respect to the proposed executive officers of Inter-City
Products. Executive officers will be appointed by and will hold office at the pleasure of the Board of Directors.

Name and Municipality of Residence Principal Occupation (all with the Corporation)

ROBERT G. GRAHAM .. ............... Chairman of the Board and Chief Executive Officer
North York, Ontario

HENRY.J . FORREST: o stines snrsiy warers sasa s President and Chief Operating Officer

Bentwood, Tennessee

CAMERON J. TURNER. ................ Vice-President, Corporate Development
Toronto, Ontario

ARINDRA SINGH & usn g b oes o < sei @ Vice-President, Controller and Secretary
Etobicoke, Ontario

The principal occupation of Messrs. Graham and Forrest for the past five years are set forth under the section
“Directors”. Mr. Turner was appointed the Corporate Development Officer of the Corporation in 1988; between
1986 and 1988 he was Financial Analyst, Acquisitions of the Corporation; between 1985 and 1986 he was a
corporate banking officer with the National Bank of Canada and prior to 1985 was a Corporate Planner with Norcen
Energy Resources Limited. Mr. Singh was appointed the Corporate Controller and Principal Accounting Officer of
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the Corporation in 1985; prior to 1985 he was Senior Audit Manager with Coopers & Lybrand, Chartered
Accountants.

Compensation Plans

Inter-City Products will establish compensation plans consistent with industry standards and competitive
practices.

Legal Proceedings

On June 29, 1983 the articles of KeepRite were amended by Certificate of Amendment which, among other
things, removed the limit on the authorized number of common shares of KeepRite. The holders of 371,845
common shares of KeepRite dissented with respect to the special resolution which authorized such amendment. In
accordance with the provisions of the CBCA, the dissenting shareholders ceased to have any rights as shareholders
and were entitled to be paid the fair value for their shares. On June 11, 1987 the Supreme Court of Ontario
determined the fair value of the common shares of KeepRite as of April 24, 1983 to be $13.00 each and ordered
KeepRite to pay interest on the amount determined to be the fair value of such shares. The Supreme Court of
Ontario also dismissed a claim by the dissenting shareholders for damages. The shareholders have appealed the
order of the Supreme Court of Ontario to the Ontario Court of Appeal. KeepRite believes that the appeal will be
dismissed and the judgment of the Supreme Court of Ontario upheld.

On December 30, 1988, a complaint was filed against the Corporation in the U.S. District Court for the District
of Utah by Flying J, Inc. (“Flying J”) concerning a 1980 transaction in which certain stock and assets of the
Corporation’s subsidiaries were sold to Flying J. The complaint alleges that the Corporation is liable for
environmental contamination at three refinery sites purchased in the transaction and the loss of certain oil leasing
rights. Flying J seeks to recover under a variety of theories including cost recovery and contribution under the
Comprehensive Environmental Response, Compensation and Liability Act, fraudulent conveyance and securities
fraud, breach of indemnity and warranty under the transaction contract, state and common law indemnity and
contribution, strict liability and declaratory judgment. The damages sought include actual, consequential and
punitive damages generally to be proven at trial and in excess of $7.5 million under the contractual breach of
indemnity and warranty theories.

INFORMATION CONCERNING CENTRAL CAPITAL

Central Capital was continued by articles of amalgamation effective May 2, 1986 pursuant to the Canada
Business Corporations Act. Central Capital’s head office is at 1801 Hollis Street, P.O. Box 2343, Halifax,
Nova Scotia B3J 3C8 and its executive offices are at First Canadian Place, P.O. Box 38, Toronto, Ontario
M5X 1G4,

Central Capital is the management company that directs the Central Capital Group, a broadly-based group of
companies which provides a co-ordinated range of financial services and products designed to respond to
opportunities in and to meet the needs of the Canadian and international financial markets. The operations of the
Central Capital Group include corporate and merchant financing activities; financial intermediary activities; retail
financial services; personal and corporate services; retail, wholesale and institutional funds management; investing
and trading (both as principal and agent); the provision of life, property, casualty and real estate related insurance
and financial guarantees; and leasing.

INFORMATION CONCERNING PROPANE HOLDINGS

Propane Holdings is wholly-owned by Central Capital and MICC. Central Capital has represented in the
Arrangement Agreement that Propane Holdings does not have any liabilities or any assets other than cash or other
liquid investments in an aggregate amount not exceeding $1,000 and 3,495,700 Common Shares. Upon completion
of the Arrangement, Propane Holdings will own all of the shares of Propane Company and all of the shares in the
capital of Propane Holdings will be sold for cash to WestCoast Gas or, if Westcoast so assigns its right to purchase
the Propane Holdings Shares, to Petro-Canada.
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INFORMATION CONCERNING UTILITIES HOLDINGS

Utilities Holdings is wholly-owned by MICCI. Central Capital has represented in the Arrangement Agreement
that Utilities Holdings does not have any liabilities or any assets other than cash or other liquid investments in an
aggregate amount not exceeding $1,000 and 4,675,000 Common Shares and one common share in the capital of
Newco. Upon completion of the Arrangement, Utilities Holdings will own all of the shares of Utilities Company and
all of the shares in the capital of Utilities Holdings will be sold to WestCoast Gas for cash.

INFORMATION CONCERNING WESTCOAST

Westcoast was incorporated by Special Act of the Parliament of Canada in 1949 and was continued under the
Canada Business Corporations Act in 1976. The head and executive offices of the Company are located at
1333 West Georgia Street, Vancouver, British Columbia V6E 3KO9.

Westcoast is primarily engaged in purchasing, gathering, processing, transporting and selling natural gas
through its pipeline system extending from points in the Yukon and Northwest Territories and the Province of
Alberta through the Province of British Columbia to a point on the United States border near Huntingdon, British
Columbia. Westcoast is also engaged, through subsidiaries, in the exploration for and the development and
production of natural gas and oil, primarily in western Canada, and in direct distribution of natural gas to consumers
in west-central British Columbia. In addition, Westcoast owns 50% of the outstanding common shares of Foothills
Pipe Lines (Yukon) Ltd., which, through partially owned subsidiaries, operates a pipeline system delivering Alberta
natural gas to the United States. Westcoast also owns and operates a sulphur dioxide plant at Prince George, British
Columbia, and is the operator and joint owner of a natural gas liquids recovery plant at Taylor, British Columbia.

Westcoast intends to finance approximately $100 million of the net acquisition price for the Ultilities Division
from the proceeds of a public equity issue and the sale of certain non-energy assets. The balance will be satisfied by
the combination of the Utilities Division assuming an existing debt obligation and the proceeds from a bank facility
made available for purposes of the acquisition on a non-recourse basis to Westcoast.

INFORMATION CONCERNING PETRO-CANADA INC.

Petro-Canada Inc. was continued under the Canada Business Corporations Act in 1976, Its registered and
principal executive office is located at 150 - 6th Avenue S.W., Calgary, Alberta, Canada, T2P 3E3.

Petro-Canada Inc. is a wholly-owned subsidiary of Petro-Canada, the corporation incorporated by Special Act
of the Parliament of Canada (the “Petro-Canada Act”) on July 30, 1975. The purpose of the Petro-Canada Act was
to establish a corporation owned by the Government of Canada with authority to explore for and develop deposits of
hydrocarbons in Canada and elsewhere; to produce, transport, refine and distribute hydrocarbons and other fuels; to
carry out research and development projects relating to hydrocarbons and other fuels; and to negotiate for and
acquire petroleum and petroleum products from abroad to assure a continuity of supply for the needs of Canada.
Petro-Canada conducts its operations primarily through Petro-Canada Inc. Petro-Canada Inc. is one of the largest
integrated oil corporations in Canada and is the largest Canadian owned corporation operating principally in the
petroleum industry,

Petro-Canada Inc. intends to finance the net acquisition price for the Propane Division through working capital
and existing credit facilities.
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GENERAL PROXY INFORMATION
Voting Rights and Proxy Information

To be used at the Special Meeting, a proxy must be deposited with Central Guaranty Trust Company at one
of its principal offices in Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal or Halifax in Canada at any
time up to 3:00 p.m. (local time) on the last business day preceding the day of the Special Meeting (or any
adjournment of the Special Meeting), or with the Chairman of the Special Meeting prior to the commencement of
the Special Meeting on the day of the Special Meeting or the day of any adjournment of the Special Meeting.

Proxies

Shareholders or Option Holders who are unable to be present at the Special Meeting may still vote through the
use of proxies. If you are a Common Shareholder you should complete and return the blue proxy form. If you are a
Third Preference Shareholder you should complete and return the yellow proxy form. If you are an Option Holder
you should complete and return the green proxy form. By completing and returning the relevant enclosed proxy
form(s), you can participate in the Special Meeting through the person or persons named on the form(s). Please
indicate the way you wish to vote on each item of business and your vote will be cast accordingly. If you do not
indicate a preference, the shares or Options represented by the enclosed proxy form(s), if the same is executed in
favour of the management appointees named in the proxy form and deposited as provided in the Notice of Special
Meeting, will be voted in favour of all matters identified in such Notice of Special Meeting.

Discretionary Authority of Proxies

The proxy form confers discretionary authority upon the management appointees named therein with respect to
any amendments to the matters set forth in the Notice of Special Meeting and with respect to any other matters that
may properly come before the Special Meeting, and will be voted on such amendments and other matters in
accordance with the best judgment of the management appointees named in the enclosed proxy form(s). The Board
of Directors does not know of any other business which may be presented for consideration at the Special Meeting.

On any ballot that may be called for at the Special Meeting, all shares or Options in respect of which the
management appointees named in the accompanying proxy form have been appointed to act will be voted or
withheld from voting in accordance with the specification of the Shareholder or Option Holder signing the proxy
form. If no such specification is made, then the shares or Options will be voted in favour of all matters identified in
the Notice of Special Meeting.

Alternate Proxy

A Shareholder or Option Holder has the right to nominate a person other than the management appointees
designated on the accompanying proxy form(s) by crossing out the printed names and inserting the name of the
person he wishes to act as proxy in the blank space provided, or by completing another proxy form. Proxy forms
which appoint persons other than the management appointees whose names are printed on the form should be
submitted to the Corporation and the person appointed should be notified. A person acting as proxy need not be a
Shareholder or Option Holder of the Corporation.

On any ballot that may be called for at the Special Meeting, all shares or Options in respect of which the person
named in a proxy form has been appointed to act must be voted or withheld from voting in accordance with the
specification of the Shareholder or Option Holder signing such proxy form. If no such specification is made then the
shares or Options may be voted in accordance with the best judgement of the person named in the proxy form.
Furthermore, the person named in the proxy form will have discretionary authority with respect to any amendments
to the matters set forth in the Notice of Special Meeting and with respect to any other matters that may properly
come before the Special Meeting, and will be voted on such amendments and other matters in accordance with the
best judgment of the person named in such proxy form.

Revocation of Proxies

If the accompanying form(s) of proxy is executed and returned, such proxy may nevertheless be revoked
pursuant to subsection 142(4) of the MCA by an instrument in writing executed by the Shareholder or Option
Holder or his attorney authorized in writing, as well as in any other manner permitted by law. Any such instrument
revoking a proxy must either be deposited at the registered office of the Corporation, Inter-City Gas Building,
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444 St. Mary Avenue, Winnipeg, Manitoba, Canada, R3C 3T7 at any time up to the close of business on the last
business day preceding the date of the Special Meeting or any adjournment thereof, or be deposited with the
Chairman of the Special Meeting on the date of the Special Meeting or any adjournment thereof, If the instrument
of revocation is deposited with the Chairman on the date of the Special Meeting or any adjournment thereof, the
instrument will not be effective with respect to any matter on which a vote has already been cast pursuant to such
proxy.

Only holders of record at the close of business on February 16, 1990 of Common Shares, First Preference
Shares, Third Preference Shares and Options will be entitled to vote, each as a separate class in respect of the
Arrangement Resolution and as a single class in respect of the Board Size Resolution, at the Special Meeting or
adjournments thereof, except that a person who has acquired shares subsequent to February 16, 1990 will be entitled
to vote such shares upon making a written request to that effect by March 6, 1990 to the Secretary of the
Corporation at the registered office of the Corporation, Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg,
Manitoba, Canada, R3C 3T7 and establishing that such person owns such shares. As of January 31, 1990,
23,770,662 Common Shares, 87,140 First Preference Shares, 2,717,527 Third Preference Shares and 699,170
Options were outstanding, each of which carries one vote. Such numbers of shares and Options do not include
fractional share interests (aggregating 7 Common Shares) which cannot be voted.

Solicitation of Proxies

The cost of this solicitation of proxies will be borne by the Corporation. The Corporation will reimburse
brokers, custodians, nominees and other fiduciaries for reasonable charges and expenses incurred in forwarding
proxy material to beneficial owners of the Common Shares, First Preference Shares, Third Preference Shares or
Options. In addition to solicitation by mail, officers, directors and regular employees of the Corporation may,
without additional compensation, solicit proxies personally or by telephone. The Corporation will retain The Proxy
Solicitation Company Ltd., 80 Richmond St. West, Toronto, Ontario M5H 2A4 to aid in the solicitation of proxies
from Canadian individuals and institutions at a fee of approximately $15,000, plus out-of-pocket expenses. The
Proxy Solicitation Company Ltd. will retain an agent in the United States to aid in the solicitation of proxies from
Shareholders in the United States. The total amount to be paid to The Proxy Solicitation Company Ltd. is not
expected to exceed $30,000.

SHAREHOLDER PROPOSALS FOR NEXT MEETING

Pursuant to the MCA, prior to the 1990 annual meeting of shareholders, shareholder proposals must be
received by February 17, 1990 to be considered for inclusion in the management information circular and proxy
statement for the 1990 annual meeting of Shareholders. For purposes of compliance with regulations under the
United States Securities Exchange Act of 1934, such shareholder proposals must have been received by January 17,
1990.

DISCLOSURE DOCUMENTS AVAILABLE

The following documents regarding Inter-City Gas Corporation filed with securities commissions or similar
authorities in Canada are available (without charge to Shareholders) upon request to the Secretary of Inter-City
Gas Corporation, Inter-City Gas Building, 444 St. Mary Avenue, Winnipeg, Manitoba, Canada, R3C 3T7,
telephone number (204) 944-9920:

(a) the Annual Information Form dated May 18, 1989 of the Corporation including the comparative
financial statements of the Corporation for the year ended December 31, 1988, together with the report
of the auditor thereon, and documents incorporated therein by reference; and

(b) the Management Information Circular dated April 13, 1989 of the Corporation for the Annual Meeting
held on May 18, 1989.
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INTER-CITY GAS CORPORATION

AUDITORS’ REPORT

To the Directors of
INTER-CITY GAS CORPORATION

We have examined the consolidated balance sheets of Inter-City Gas Corporation as at December 31, 1988 and
1987 and the related consolidated statements of income, retained earnings and changes in financial position for the
years ended December 31, 1988, 1987 and 1986. Our examinations were made in accordance with generally
accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in
the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of Inter-City Gas
Corporation as at December 31, 1988 and 1987 and the results of its operations and the changes in its financial
position for the years ended December 31, 1988, 1987 and 1986 in accordance with generally accepted accounting
principles applied, except for the changes, with which we concur, made as of January 1, 1987, in the method of
accounting for pension costs and in the method of accounting for oil and gas properties, as described in Note 3 to the
consolidated financial statements, on a consistent basis.

Toronto, Canada (Signed) CooPERs & LYBRAND
February 20, 1989 Chartered Accountants

(except for note 21(a) which is dated

May 5, 1989, note 21(b) which is dated December 12,

1989, note 21(c¢) which is dated December 11, 1989 and

note 21(d) which is dated August 22, 1989)

REPORT OF THE CHIEF FINANCIAL OFFICER

The undersigned, being the Chief Financial Officer of Inter-City Gas Corporation, states that the consolidated
balance sheet as at September 30, 1989, and the related consolidated statements of income, retained earnings and
changes in financial position for the nine months ended September 30, 1989 and 1988 which accompany this report
have been prepared by management and have not been audited, but have been prepared in accordance with
generally accepted accounting principles in Canada. The differences between generally accepted accounting
principles in Canada and the United States are disclosed in Note 23 to the consolidated financial statements.

Toronto, Canada (Signed) P. MARRIOTT

December 15, 1989 Senior Vice President, Finance
and Chief Financial Officer
INTER-CITY GAS CORPORATION
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INTER-CITY GAS CORPORATION

CONSOLIDATED BALANCE SHEET
(In Millions of Canadian Dollars)

ASSETS
CURRENT ASSETS

Cash and short=term deposits! . .. « suw sawn swan swen vaiv 5 vas s 56
Accounts and notes receivable (less allowance for doubtful accounts;

1988 —:$7.9; 1987 — $6:4) wwc s i = o v dioms v s w4 B3 0e
Short-term Investments . ........... ... i,
Incomme taxes recoverable : oco: roos so s oo vavy sy s so b Som o
INVENLOTIES . . . oottt e e et e e e
Prepaid EXPENSEsh =i vovs it besn 295 5 oo e POSE SRR N Tk N

INVESTMENTS

Long=term INVEStIEIIS o w o v wn sme s s o soais sivimss sers 5o v b
Notes and MOTIEAGES. ... o inn v s aes S50 05 S04 e 1k £
Employee share purchase plan Joans ... .cs vem o v s s sas 2 «

DISCONTINUED OIL AND GAS PROPERTIES — at equity
FIXED ASSETS

Property, plant and equipment — atcost .......................
Accumulated depreciation . ........ ... oo it

DEFERRED COSTS — at cost, less amortization . ................

LIABILITIES
CURRENT LIABILITIES

Baiik adVAnCes .. vuvs v oin semn peiss sees s ¢ w0 e SRS U o o
Accounts payable and accrued liabilities . .......................
Income taxes pavable v . vens vens soes som 2 b9 00T Sata B9 & 8 B
Current portion of long-term debt .............................

LONG-TERM IDEBT .. . ... G o swns svvus o oo s svs & s s

CONTRIBUTIONS AND GRANTS IN AID OF

CONSTRUCTION .. ... e
MINORITY INTERESTS IN SUBSIDIARIES ..................
DEFERRED INCOME TAXES . ... ... . ... . i,

REDEEMABLE PREFERENCE SHARES......................

SHAREHOLDERS’ EQUITY

CONVERTIBLE PREFERENCE SHARES ;i coni s o 5 i we
COMMON SHARES . |\ o s s smss. sumssse estios Seeels vss sissime s
CONTRIBUTED:SURPLUS: .. .o sor v ¢ o smers s e 5580 4
RETAINED EARNINGS . ... .. ... .. i,
FOREIGN CURRENCY TRANSLATION ADJUSTMENT.......

COMMON SHARES OF THE COMPANY HELD BY

SUBSIDIARIES ... e

See accompanying notes
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September 30 December 31
1989 1988 1987
(unaudited)
$ 51 $ 43 $ 38
255.0 295.5 238.7
78.4 4.1 56.7
3.9 1.0 2.9
199.5 198.3 187.2
12.9 10.9 8.4
554.8 514.1 497.7
61.6 149.6 59.1
172 19.6 21.4
04 1:9 31
80.5 1711 83.6
3.7 99.0 97.4
1,540.9 1,419.8 1,328.2
412.6 365.6 3183
1,128.3 1,054.2 1,009.9
12.3 19.0 16.2
$1,779.6 $1,857.4 $1,704.8
$ 284.0 $ 2556 $ 1571
210.9 238.5 219.8
9.1 17.5 5.6
73.8 51.3 109.4
577.8 562.9 491.9
5433 646.6 565.0
113.3 112.7 110.0
28.2 29.6 324
13.0 14.0 14.3
1,275.6 1,365.8 1,213.6
63.5 TS 79.6
71.0 721 74.9
208.6 200.7 2347
242 24.2 —
149.7 134.7 123.2
(13.0) (11.6) (2.6)
440.5 420.1 430.2
— — 18.6
440.5 420.1 411.6
$1,779.6 $1,857.4 $1,704.8




INTER-CITY GAS CORPORATION

CONSOLIDATED STATEMENT OF INCOME
(In Millions of Canadian Dollars)

Nine months ended

September 30 Year ended December 31
1989 1988 1988 1987 1986
(unaudited)
OPERATING REVENUVE = o:x vz svom danes aen s i, of imashans s $1,388.1 §1,2769 $1,761.4 $1,6149 §1,3624
OPERATING COSTS
Costsof Salesi; vimnnsns i ame fuivies she e DI TETEG B SR Sa L e T 0T D 968.0 891.9 1,223.3 1,146.4 985.2
Operating, selling and administrative . ...._ ... ... ... .......iiiaiaiann. 247.3 229.7 315.2 2829 2214
DEDrecIAtIONT: =52 35 7 v Dl dhiheie potbeodiatis, B2 0 oo SStet s St Bn SR S 50.7 473 61.6 553 41.1
1,266.0 1,168.9 1,600.1 1,484.6 1,247.7
OPERATING PROFIT . ... e e e e [22:1 108.0 161.3 130.3 114.7
INVESTMENT INCOME . ... .. e 11.6 10.1 12.7 18.3 21.5
133.7 118.1 174.0 148.6 136.2
FINANCIAL EXPENSES
Interest on long-term debt ... .. .. . 50.8 521 69.4 78.9 71.0
L0780 0 235 13.2 19.4 12.0 1.7
Interest capitalized ... ... ... ... . e (2.0) (.6) (.8) (.5) (.4)
(Gain)loss on foreinieXchanPe: ... o s i i SaRns s oS o salads iihe e (@Y) 4 (4) 24 (2.4)
Amortization;of defarred Costs. v . noaan aos e AREe o SRR S s D = 12 2.0 1.3 1.3
727 66.3 89.6 94.1 172
INCOME BEFORE TAXES .....0ciiiiieiteiainiiaateaeaiaiasasnnsns 61.0 51.8 84.4 54.5 59.0
PROVISION FOR TAXES
ITICOMIE TAXOS o.omwisimiss o vsimnn sopstinne. miormmatssmtsn: simmais. sxapilsediiid BTha i BATeE 556 248 213 356 20.7 22.8
Alberta royalty taxeredit .. - . cooce o oo i i E BelataR SRR ST e AER 0T (1) :10) (.1) (.1) (51
24.7 212 35.5 20.6 227
INCOME AFTER TAXES ... .cune com oo mme s seise it g ea e iin 36.3 306 48.9 339 36.3
MINORITY INTERESTS IN SUBSIDIARIES .......c.iviieiivenivssniis (1.6) (1.8) (2.4) (2.7) (3.2)
INCOME FROM CONTINUING OPERATIONS .. ... ... ..iiiiiiinnnnn, 34.7 28.8 46.5 312 33:1
DISCONTINUED OPERATIONS
Income (loss) from operations, net of taxes .................ooiiiiiiiin (4.8) (4.0) (6.7) 1.8 4.2
Gain on sale of discontinued operations ............. .. ... .. i 9:7 — — — —
Write-down of investment in Ranger Oil Limited . .. ....................... 3.7 — e - —
Write-down of oil and gas properties, net of income taxes of $6.8 ............ — — - — (9.3)
1.2 (4.0) (6.7) 1.8 (5.1)
INCOME BEFORE UNUSUAL AND EXTRAORDINARY ITEMS ........ 359 24.8 39.8 330 28.0
Receipt of MICC dividends inarrears ..............c...ooiiiiiiaia... — — - 13.3 -
INCOME BEFORE EXTRAORDINARY ITEMS ... ... ................ 359 24.8 39.8 46.3 28.0
EXTRAORDINARY ITEMS
Reduction of current income taxes on application of prior years’ losses ........ — - — 1.3 1.3
Net gain on sale of MICC warrants, net of income taxes of $4.0............. —_— —_ — 15.9
Gain on redemption of MICC preference shares........................... — - — 242
Net gain on sale of business units, net of income taxes of $53............... — — — — 1.8
Provision for investment in utility expansion company,
netof income:taxes of $2.07 .. oo ivins sin i ave s svs e aE e Sa G — — — — (2.0)
— == - 41.4 1.1
NET INCOME... ..o mmeimmmmmmasse st rmmie i iR s i nis Gon R e $ 359 § 248 § 398 § 8.7 § 29.1
BASIC NET INCOME PER COMMON SHARE
From COntiNUINg: OPEratioNS weioan cvmwn msias wvi ai i aaseiein s aivi s m A Thiasve $1.13 $0.87 $1.52 $0.94 $1.07
Before unusual and extraordinary items .. ..oocvviiiii ve e e $1.19 $0.70 $1.22 $1.03 $0.80
Before extraordinaAry MEME s covmaoimms s s s s ememis i S $1.19 $0.70 $1.22 $1.72 $0.80
AFIEr EXTAOTOINATY MBI = oiovrvarion s i siaosets SR o Sy SEiass phEjS AT, sreoasis $1.19 $0.70 $1.22 $3.85 $0.86
FULLY DILUTED NET INCOME PER COMMON SHARE
From COntiniimg OPEratIONS. . urmsu wvwmn e o pmsmie: s sie. e s oo g $1.10 ¥ $1.47 $0.94 $1.07
Before uniisual and extraordinAry MRS .. .o cuwnie vvmanai vansne s se e $1.15 - $1.22 $1.03 $0.80
BEfore extiiOTOMMATY FITRIING: o wmssr i sinons siatuiiie: sialesaze ¥imm sniims wSiaeAswums wsmien $1.15 ® $1.22 $1.60 $0.80
AT R AT INATY. TIBIINS v ircomsioinronsmomimiics sosnsrmis: e isse st o: ieisda: SX04m8 S05NR inhosmns $1.15 ¥ $1.22 $3.21 $0.86

*Anti-Dilutive

See accompanying notes
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INTER-CITY GAS CORPORATION

CONSOLIDATED STATEMENT OF RETAINED EARNINGS
(In Millions of Canadian Dollars)

Nine months ended

September 30 Year ended December 31
1989 1988 1988 1987 1986
(unaudited)
BALANCE — Beginning of the period ................... $1347 $123.2 $1232 $61.7 § 56.8
Excess of cost over assigned value of shares cancelled . ...... — — — (.5) —
Netincome .. ...ttt 35.9 24.8 39.8 87.7 29.1
170.6 148.0 163.0 148.9 85.9
DIVIDENDS —
Preferenice SHATES: ioiii 5o s s 6ii & 5iia dutianm somsus asmmsin ssess o o 8.3 9.0 11.9 12.9 13.0
Common shares ......... ... ... ... ... ... ... 12.6 12.2 16.4 12.8 11.2
20.9 212 28.3 25.7 242
BALANCE — End of the period ........................ $149.7 $126.8 $1347 $1232 $ 61.7

See accompanying notes

110



INTER-CITY GAS CORPORATION

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
(In Millions of Canadian Dollars)

Nine months ended
September 30

OPERATIONS

Cash Receipts
Receipts from sales ; .o vaws sumn sonn wss o
Investment and other income..............

Cash Disbursements
Purchases and expenses ..................
INLCTRSE: oovrdom spanim ek wivs wanears wah v sov wvss
Income tax installments ..................

CASH PROVIDED FROM
CONTINUING OPERATIONS ..........
CASH PROVIDED FROM
DISCONTINUED OPERATIONS........

CASH WAS USED FOR
Dividends paid
By the Company to shareholders.........
By subsidiaries to minority interests ......

CASH (DEFICIENCY) REMAINING FOR
INVESTMENT s i 2 fanw vems a0 o

INVESTMENT
Property, plant and equipment.............
Investments and notes receivables..........
Customer contributions, grants and other. . ..
Proceeds on sale of business unit and
INVESEMENES . - oo otier Sas » 560 5550 B s 7
Discontinued'operations: . w..- v snse wass v

CASH (GENERATED FROM) USED IN
INVESTMENT ACTIVITIES............

CASH AVAILABLE (DEFICIENCY)
BEFORE FINANCING: o v = aos v s

FINANCING
Long-term debt issued .........:.000eisnn
Common shares issued ...................
Redemption of preference shares and other . .
Repayment of long-term debt .............

CASH PROVIDED FROM (USED IN)
FINANCING ACTIVITIES .............

INCREASE IN CASH DEFICIENCY ......
CASH DEFICIENCY — Beginning of period

CASH DEFICIENCY — End of period. .....
REPRESENTED BY

Bank advances ............... ... ... ...
Less: Cash and short-term deposits. ........

Year ended December 31

1989 1988 1988 1987 1986
(unaudited)

$1,400.6 $1,236.8 $1,671.9 $1,598.0 $1,449.3
33.5 31.5 41.7 62.7 34.0
1,434.1 1,268.3 1,713.6 1,660.7 1,483.3
1,247.0 1,158.4 1,527.4 1,463.4 1,281.8
78.7 68.9 95.0 88.2 74.3
38.0 14.3 18.8 31.8 27.0
1,363.7 1,241.6 1,641.2 1,583.4 1,383.1
70.4 26.7 72.4 1.3 100.2
11.9 16.9 10.8 234 39.8
82.3 43.6 83.2 100.7 140.0
20.9 21.4 28.5 250 24.2
1.6 1.8 2.3 2.8 31
22.5 23.2 30.8 28.4 213
59.8 20.4 52.4 723 112.7
104.1 62.3 115.1 117.8 114.6
(.3) 102.1 37.0 13.0 208.5
1.2 (3.1) 1.1 (7.0) (11.7)
(114.9) (80.2) (81.1) (56.2) (102.1)
S 32.1 1131 19.4 54.4
(9.4) 113.2 185.2 87.0 263.7
69.2 (92.8) (132.8) (14.7) (151.0)
84.7 59.4 169.8 493 326.1
1.2 6.2 6.1 46.0 1.5
(9.3) (5.5) (5.3) (9.9) (3.7)
(179.4) (104.9) (135.8) (131.4) (206.4)
(96.8) (44.8) 34.8 (46.0) 1175
21.6 137.6 98.0 60.7 339
2513 1333 1533 92.6 59.1
278.9 290.9 251.3 1533 92.6
284.0 292.6 255.6 1571 103.5
5.1 1.7 4.3 3.8 10.9
$ 2789 $ 2909 $ 2513 $ 1533 $ 926

See accompanying notes
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INTER-CITY GAS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the years ended December 31, 1988, 1987 and 1986
(In Millions of Canadian Dollars unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

These financial statements have been prepared in accordance with generally accepted accounting principles in Canada which differ in
certain respects with accounting principles in the United States. The differences between generally accepted accounting principles in
Canada and the United States are described in Note 23.

Consolidation

The consolidated financial statements include the assets, liabilities and operating results of all subsidiary companies from the dates of
acquisition, on the basis of purchase accounting. The excess of purchase price of subsidiary companies over the fair value of the assets
acquired is treated as goodwill, and amortized on a straight line basis. All such amounts incurred to date have been fully amortized or
otherwise written off.

Inventories

Natural gas in storage is carried at cost which includes transportation and storage costs. Propane and petroleum products are valued at the
lower of cost (first-in, first-out) and replacement cost. Raw materials, work-in-progress, merchandise, finished goods, and materials and
supplies are valued at the lower of cost (first-in, first-out) and net realizable value.

Fixed Assets

Fixed assets are recorded at cost, which includes interest and overhead capitalized while construction is in progress, less accumulated
depreciation.

Depreciation is provided on a straight line basis at the following rates based on the estimated useful lives of the applicable assets:

Buildings 2% — 10%
Customer installations 2% — 25%
Transportation equipment 5% — 33%
Machinery, equipment and furniture 3% — 33%

Depreciation of transmission lines and distribution systems, and other assets employed in utility operations is provided on the straight-line
method at rates approved by regulatory authorities. The application of such rates is equivalent to a composite rate of approximately 3.44%
(1987 — 3.33%).

Fixed assets leased under capital leases are capitalized and depreciated on the same basis and rates as above.

Qil and Gas Properties

The Company follows the full cost method of accounting for oil and gas properties, whereby all costs, including interest and overhead costs,
relating to the exploration for and development of oil and gas and related products are capitalized. Government assistance for exploration
and development activities is applied as a reduction of the related capital expenditures.

Depletion of oil and gas properties and depreciation of production and related equipment is provided on a unit of production method based
on proved reserves on a country-by-country cost centre basis. Costs associated with unproved properties less provisions for impairment are
excluded from the calculations.

The carrying value of the Company’s oil and gas properties within each cost centre is limited to the aggregate of future net revenues from
estimated production of proved oil and gas reserves using average prices during the last twelve months of the fiscal year, and the cost of
unproved properties, net of provisions for impairment. The carrying value of oil and gas properties on a consolidated basis is limited to the
aggregate of the carrying value of each cost centre less future general and administrative costs, financing costs and income taxes.
Investments

Short-term investments are recorded at the lower of cost and market value. Long-term investments are recorded at cost less write-down for
any impairment in value, which is other than temporary.

Deferred Costs

Amortization of deferred costs is provided on a straight-line basis over various periods, not exceeding twenty years.

Contributions And Grants In Aid Of Construction

Contributions and grants in aid of construction are represented primarily by non-refundable contributions from large customers and grants
from governmental bodies in support of specific transmission and distribution facilities in the Utilities Division. These amounts are
amortized to income at the same rates as depreciation of the applicable fixed assets to which they relate.
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Revenue Accounting

Gas sales revenue in the Utilities Division is recorded on the basis of meter readings plus an estimate of customer usage since the last meter
reading to the end of the fiscal period.

Income Taxes

Subsidiaries in the Utilities Division provide only for income taxes allowed by regulatory authorities in the calculation of their rates of return
for rate-making purposes, and generally include only income taxes currently payable. However, for all other operations, the Company
provides for deferred income taxes on all timing differences between accounting income and taxable income.

Pension Costs

Pension costs and obligations are determined annually by independent actuaries using management’s best estimate assumptions and the
projected benefit method prorated on services. Adjustments arising from plan amendments, changes in assumptions, experience gains or
losses, and the initial actuarial surplus as at January 1, 1987, are amortized on a straight-line basis over the expected average remaining
service life of the employee group.

ACQUISITION OF HEIL-QUAKER CORPORATION

Effective October 31, 1986, the Company acquired all of the issued and outstanding common shares of Heil-Quaker Corporation (“Heil-
Quaker™), formerly Heil-Quaker Home Systems Inc. The consolidated statements of income and changes in financial position include the
results of Heil-Quaker’s operations from that date. The contribution by Heil-Quaker to net income to common sharcholders amounted to 29
cents per share in 1988, 23 cents per share in 1987 and less than 1 cent per share in 1986, after deducting interest costs pertaining to the
acquisition of Heil-Quaker.

CHANGES IN ACCOUNTING POLICIES

(a) Effective January 1, 1987, to comply with the recommendations issued by the Canadian Institute of Chartered Accountants
(*CICA™), the Company prospectively changed its method of accounting for pension costs and obligations to that described in Note |
of these financial statements. Previously, it was the Company’s policy to expense an amount equal to the actuarially determined
funding requirement. The effect of this change has been to reduce net income for the year ended December 31, 1987 and 1988 by
approximately $.9 (4 cents per common share), and $1.2 (5 cents per common share) respectively.

(b) Effective January 1, 1987, the Company prospectively adopted all aspects of the Guideline issued by the CICA, for oil and gas
companies using the full-cost method of accounting. As a result, the Company is required to use a separate cost centre for each of its
Canadian and United States operations, instead of the North American cost centre previously employed. In addition, the Company no
longer capitalizes interest on non-producing properties where proved reserves have been established. The effect of these changes has
been to reduce net income for the year ended December 31, 1987 and 1988 by approximately $1.8 (9 cents per common share), and
$2.4 (10 cents per common share) respectively,

FOREIGN CURRENCY TRANSLATION ADJUSTMENT

This adjustment which is included as a component of sharcholders’ equity represents the unrealized loss or gain on translation of financial
statements of self-sustaining foreign operations in the United States. Changes during the year are as follows:

1988 1987
Cumulative'tinirealized (lgss) gain:at JAMIAEY 1 -covovnmionn simismn st o femiets e, i s e $(26) $ 17
Unrealized loss on translation of net assets ... ... ... ittt (9.0) (4.3)
Cimilative inrealized (16gs)at DEGEMBEr 31 counnnmomuum i s i i Sa=omamrn S e (11.6) (2.6)

The rate of exchange as at December 31, 1988 was Cdn. $1.1927 = U.S. §1.00 (1987 — Cdn$1.2998 = U.S. $1.00), and the average
exchange rate for the year was Cdn. $1.2307 = U.S. $1.00 (1987 — Cdn. $1.3259 = U.S.$1.00; 1986 — Cdn. $1.3892 = U.S. $1.00).

SECURITY FOR BANK ADVANCES, TERM LOANS AND OTHER LONG-TERM INDEBTEDNESS

Current bank advances of $21.3 for U.S. based operations are secured by accounts receivable and inventories. Current bank advances of
$164.3 for Canadian based operations are not secured, however the Company has provided a negative pledge to the lenders with respect to
accounts receivable and inventories of these operations. In addition, other short-term borrowings of $70.0, incurred for investment purposes
only, are secured by investment in shares of Ranger Oil Limited. Shares of certain subsidiary companies, property, plant and equipment,
interests in petroleum and natural gas properties and the note receivable from Norcen Energy Resources Limited (“Norcen”™) referred to in
Note 7 (iv) are in most cases pledged as security against term bank loans and other long-term indebtedness.

The Company and its subsidiaries have operating and other short-term lines of credit with Canadian and United States banks totalling
$440.9 (1987 — $355.1) of which $255.6 was utilized at December 31, 1988 (1987 — $157.1). In certain instances, the actual amount of
credit available is limited by the amount of accounts receivable and inventory. The weighted average interest rate on the outstanding bank
advances at December 31, 1988 was 11.1% (1987 — 9.4%). Weighted average interest rates are calculated based on actual interest rates in
effect and the bank advances outstanding as at December 31.

The maximum amount of bank advances outstanding at any month-end during the year ended December 31, 1988 was $332.2 (1987 —
$168.3). The average bank advances outstanding, calculated by averaging month-end balances, during the year ended December 31, 1988
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was $245.6 (1987 — $137.3). Virtually all of the Company’s lines of credit are at bank prime rates with options to utilize various short-term
money market instruments, primarily Bankers’ Acceptances and LIBOR loans. Bank prime rates averaged 10.7% during 1988 (1987 —
9.6%; 1986 — 10.6%) and at December 31, 1988 were 12.25% (1987 — 9.75%).

INVENTORIES
Inventories are classified as follows:

1988 1987
Ty e I T R U0 V- $132 %126
Propane atid pettoleimnprodiBts’. iam e s s suam s i e aviinss s sss s i fyee e fe i 8.6 10.0
RAWTNALCTIALR o 0c, smermnsiarmsrs iass ooy simissnns paumssss. spesmymskoEass e She isem s iy A0SR e SR AEAA VLA imS LA e Rk 454 347
WWOTK AN -PIOGIESE s wavsmavvrassn e v 50 0 b A A A o S PR s sy o S A e el e 125 10.3
Finished goods . ... ... e e e 100.1 101.8
Merchandise, materialsZand Supplies ..o cvcn s srmisn o summsry pams s e R S e R 18.5 17.8

$198.3 $187.2
LONG-TERM INVESTMENTS
Long-term investments are classified as follows:

1988 1987
Ranger Oil Limited (“Ranger™), at cost (i) (quoted market value — $61.4) .......... ... .. ......ccccouu... $ 779 $ —
Turbo Resources Limited (“Turbo™), at cost (ii) (quoted market value — $11.0)..............covvvurennnn. 10.0 -
Noverco Inc. (“Noverco™) (iii) Common Shares .. ... ...ttt e e e e e et - 55.0
Gaz Metropolitain, inc. Preference shares (no quoted market value)............. ... ... . ... civirevnnrnn... 12.7 135
Note receivable from NOTCEN (IV) ... ... ottt e e e e et e e e e 45.6 473
Other investments! (NOIqUOtCdTATKREE VAINE) ... iusmsressssmmass e s s, s e s i g e s SR 7:5 —

153.7 115.8
Current. portion included i CUrTENt ASRETE . uvrismsion s s e s sm e S8 ERIcaTE T e S 5 SR S s 4.1 56.7

$1496  § 59.1

(i) During the year, the Company acquired 10,236,064 common shares of Ranger, representing approximately 13.7% of the total common
shares outstanding for cash consideration of $77.9.

(ii) During the year, the Company acquired 18,200,000 common shares of Turbo, representing approximately 9.6% of the total common
shares outstanding, and 9,100,000 common share purchase warrants which enable the Company to purchase an additional 9,100,000
common shares at a price of $0.75 per share. These warrants expire on September 28, 1990.

(iii) In a prior year, a subsidiary issued $55.0 principal amount of exchangeable subordinated debentures exchangeable at any time into
6,877,049 Noverco common shares. Effective August 31, 1988, the $55.0 exchangeable subordinated debentures were exchanged. The
holders exercised their right to exchange the debentures for the remaining 6,877,049 common shares of Noverco.

(iv) The note receivable from Norcen is a subordinated demand note bearing interest at 7.6% and is subject to minimum annual principal
repayments of $4.1 to 1999. The Company and Norcen have entered into a set-off agreement whereby each party has the right to set-
off its financial obligations to the other party under the redeemable preference shares referred to in Note 11(c), and the note,
respectively, in the event that either party defaults in its obligations thereunder.

(v)  Because of the number of shares involved, the quoted market values are not necessarily indicative of the value of the investments,
which may be more or less than indicated by market quotations.

FIXED ASSETS

Property, plant and equipment are classified as follows:

1988 1987
Accumulated Net Net
Cost  Depreciation Book Value Book Value

Production and other equipment . .............00uvirevuieieraneanns $ 204 $ 71 $ 133 $ 114
Transmission lines and distribution systems. . ............c.coviinvnn... 826.7 148.7 678.0 657.2
Customer installations .... ... ... ...ttt 156.9 759 81.0 ns
Machinery, equipment and furniture ........ ... ... . ... ...l 235.8 81.7 154.1 147.0
Transportation eqUIPMENT . .. ...\ .' et et ia et reeneeans 58.0 303 217 22.3
BUIAINEE -y mesirmei s et vearemims 109.8 21.9 87.9 89.0
LAl oo e e S S, ST T il sintssmarass ssssdiansissoisiy 12.2 — 12.2 11.5
$1,419.8 $365.6 $1,054.2 $1,009.9
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Details of assets leased under capital leases and included in fixed assets are as follows:

1988 1987
Accumulated Net Net
Cost  Depreciation Book Value Book Value
Custonier instalIAtONS: .. s wasmeismmsmna feassms S geasaws 1 $ 118 $ 70 § 438 8.4
Transportation equIpment .. ...... ..ottt 336 14.6 19.0 14.5
Machinery:and BQUIPIEAL ..« cuwsnecsmn snmssmmsmems oy e e ins 3.9 1.4 2.1 2.8
$ 489 $ 230 $ 259 25.7
LONG-TERM DEBT
The details of long-term debt are as follows:
1988 1987
Term bank loans, repayable during the period 1989 to 1998
— at fixed interest rates with a weighted average interest rate of 13.0% ... ... ... . .cciiiiieieinrininiinn. $— $ 154
— at variable interest rates (see below) ... .. ... e _295.0 241.0
295.0 256.4
Debentures at a weighted average fixed interest rate of 11.7% (1987 — 11.9%) repayable during the period 1989
102008 voc smoms s S e e S T N e R S S S S s 168.1 2489
Promissory notes at a weighted average fixed interest rate of 11.0% (1987 — 13.0%) repayable during the period
1989750 19960 s wmann s i snay SR T S M e e S R S 132.5 53.5
First mortgage bonds at a weighted average fixed interest rate of 9.9% (1987 — 9.7%) repayable during the period
LOBYD 198 s s S e e e S R T e e e S ST PP P T P 70.3 84.7
Capitalized lease obligations at a weighted average fixed interest rate of 12.0% (1987 — 11.4%) repayable during
the period, 19890671998 ¢ covunsinnmor s Srisrsen s Ten v v S iR i SRl IR e 28.5 27.4
Sundry notes and MOTTZABES . . . . o\ttt et ettt et e e e e e e e e e e 3.5 3.5
697.9 674.4
Current portion included in current liabilities .......... .. .. . . 51.3 109.4
$646.6 565.0

Of the total amount outstanding at December 31, 1988, debt denominated in U.S. dollars amounted to U.S. $128.9 (1987 — $127.7).

The weighted average interest rate on all fixed rate debt instruments is 11.2% at December 31, 1988 (1987 — 11.6%).

With respect to variable interest rate debt, the Company utilizes short-term money market instruments, primarily Bankers’ Acceptances and
LIBOR loans to fix interest rates for periods of 30 to 365 days. At December 31, 1988 the weighted average interest rate was 11.3% on
$260.7 of the $295.0 variable interest rate term bank loans.

Effective January 6, 1989, the Company entered into interest rate swap contracts, on principal amounts totalling $150.0, whereby the
Company will pay fixed rates of interest of 11.08% and 11.29% plus applicable Bankers’ Acceptance stamping fees for periods of five and

three years respectively.

Under the provisions of the various agreements and indentures, excluding capitalized lease obligations, the Company is required to make the
following installments during the next five years:

Year
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Minimum lease payments required under capital leases are as follows:

Year

$ 8.6
83
6.9
4.8
T3 . s mocireris st et o T s T e SR R 8 3.7
Subsenuent VEaTrs « oo sniad e svat ST SR T 48
Total minimum lease payments ..................... 37.1
Less — amount representing interest .. ............... 8.6

Balance of capitalized lease obligations ............... $28.5

10. MINORITY INTERESTS IN SUBSIDIARIES

11.

The minority interests in subsidiaries are comprised of the following:

1988 1987
Preference shares in — ICG Utilities (Ontario) Ltd ... .. ..t et et iaaes $29.5 $32.3
Equity interest in — Greater Winnipeg Gas Company and Bonnyville Gas Company Limited ................... . 1
$29.6 $32.4

PREFERENCE SHARES
(a) Authorized

(b)

(c)

600,000 first preference shares issuable in series of which 110,000 have been designated as Series A shares carrying a cumulative
annual dividend entitlement of $56.00 per share and redeemable at $700.00 per share.

262,468 second preference shares issuable in series of which 125,000 have been designated as Series A shares carrying a cumulative
annual dividend entitlement of $1.30 per share and redeemable at a price not to exceed $20.63 per share; and 100,000 have been
designated as Series B shares carrying a cumulative annual dividend entitlement of $1.50 per share and redeemable at $20.75 per
share.

10,000,000 third preference shares issuable in series of which 3,000,000 have been designated as convertible third preference shares,
1985 Series, carrying a cumulative annual dividend entitlement of $2.125 per share. They are convertible into common shares of the
Company at the option of the holder prior to the close of business on May 2, 1990 at a conversion price of $15.25 per common share.
These shares are redeemable on or after May 2, 1990 at $26.00 per share declining by $0.25 per share at the end of each 12 month
period until May 2, 1994, thereafter at $25.00 per share.

The Company has the option to call for earlier redemption of all preference shares. The preference shares have voting privileges at all
meetings of shareholders, except meetings at which only holders of another class or series of shares are entitled to vote.

Issued and Fully Paid

1988 1987
Number Amount Number Amount

Redeemable
First preference shares —

SENBE A o sieams Sany 558 he SERE TR NG e LA T s 98,570 $69.0 110,000 77.0
Second preference shares —

SO M snvwn e S SRR AR SRR TR SEASEn 64,297 1.3 66,347 173

Series B .. 61,395 1.2 62,8935 13

$71.5 $79.6

Convertible
Third preference shares, 1985 Series .................. ..., 2,883,340 $72.1 2,995,800 $749

During the year, a total of 112,460 third preference shares, 1985 Series were converted into 192,389 common shares of the Company.

Purchase Fund Requirements
First preference shares Series A

To offer to purchase an amount of $8.0 in each of the years 1989 and 1990; $10.0 in each of the years 1991 1o 1993; $12.0 in 1994; and
the balance of $11.0 in 1995. These shares were issued to Norcen in 1984. [see Note 7(iv)].

Second preference shares Series A and B
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To purchase annually in the market, a minimum of 3% of the original issue amount outstanding at the end of the preceding year. In

1988, 2,050 Series A shares and 1,500 Series B shares were purchased and cancelled (1987 — 1,400 and 3,315).

Third preference shares, 1985 Series

Commencing July 1, 1990, the Company will make reasonable efforts to purchase for cancellation in the open market, 4% of the

original issue amount outstanding at the end of the preceding year.

The minimum purchase requirements for all series in the next five years are as follows:

Jew

DB i i irssmmsos teimions spsiosobsnmsnsvssosrste ons o eoads oot $ 81
1990 sommmnsn VR SomnREs SRR i 9.5
DI o oo svmmisnersssmaibion sath st e s exstiieiaties 12.9
1992 oosiont SeSEERRERRG RS S 12.8
LI, cosmmaimonits sossscsioinmsianaleme sesssesssse: suisssesmeT 12.7

12. COMMON SHARES

(a) Authorized and Outstanding

(b)

The Company is authorized to issue an unlimited number of common shares. Changes in the issued and outstanding common shares

for the years 1988, 1987 and 1986 are as follows:

1988 1987 1986
Number Amount Number Amount Number Amount
Issued and fully paid — beginning of the year ............ 27,428,125 $234.7 23,752,377 $180.3 23,618,563 §$178.8
Issued under the Dividend Reinvestment Plans ........... 61,625 1.0 64,301 1.1 45214 .6
Issued under Employee Stock Option Plan ............... 104,380 15 179,700 1.7 88,600 9
Issued under the Employee Share Ownership Plan ........ 191,699 35 171,026 29 — —
Issued under the terms of the convertible third
preference shares, 1985 senies . v vspveinvnmemn s 192,389 2.8 7,304 1 — —
Cancellation of shares held by subsidiaries ............... (4,953,735) (42.8) — —_ —_ —
Issued in exchange for shares of KeepRite Inc. ........... — - 337,717 5.0 — -
Issued on exercise of warrants. .............ovurrunrunnn. - — 3,000,000 443 — —_
Purchased forcancelation .. oo o vmiions: oo bviiis — — (84,300) &7 —_ e
Issued and fully paid — end of the year ................. 23,024,483  $200.7 27,428,125 $234.7 23,752,377 $180.3
Less — shares held by subsidiaries.................c.0.. — 4,953,735 4,953,735
23,024,483 22,474,390 18,798,642

Employee Stock Option Plan

A total of 1,499,000 common shares have been reserved for issuance to officers and employees of the Company under the Employee

Stock Option Plan.

The term of each option is five years and the options are exercisable on a cumulative basis at 20% per annum, except in certain
circumstances where the exercise of the option may be accelerated. The option exercise price is fixed by the Board of Directors at the
time each option is authorized and cannot be less than 90% of the weighted average sales price per share on The Toronto Stock

Exchange on the business day preceding the date of authorization.

Changes in the issued and outstanding share options from January 1, 1986 to December 31, 1988 are as follows:

1988 1987 1986
Balance:—= begnning ol the YEAT .. cuu cumenmeatvrisioss sibisnisiomine s e-aa e s 4 rEamss s 848,700 805,500 637,500
BERUBd v st Sels R T S R R AT B T SR 220,500 230,000 260,000
T L L (104,380)  (179,700)  (88,600)
CEARCEHIEA: 1. oo st st wosrimss A e 2T B A S N et g JR PRV (13,600) (7,100) (3,400)
Balance — end of the year ... ... ... . e 951,220 848,700 805,500
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13.

(c)

(d)

The option exercise prices and the number of options outstanding at December 31, 1988 at each price are as follows:

Price Number
$

< 3o S V- SRR £ L W ST 5,000
TOUIRS., i s e et aaeass, 55,000
] |1 < A B Y . 25,000
P80 Lsreivmimi s s S A Wi SRR 53 241,700
14,625 Lo e e 210,300
T R 210,220
17875 e e 204,000
951,220

Dividend Reinvestment and Share Purchase Plan

A total of 1,000,000 common shares have been set aside for issuance under the Dividend Reinvestment and Share Purchase Plan
(“the Plan") and the Stock Dividend and Share Purchase plan as approved by the Board of Directors on December 13, 1984, The
Plan took effect in the first quarter of 1985 and was subsequently amended effective July 1, 1988. The Stock Dividend and Share
Purchase Plan was discontinued effective June 30, 1988 with all shareholders being treated as members of the Plan.

Generally, the Plan allows shareholders to elect to reinvest cash dividends on common shares in additional common shares and to
make optional cash payments of up to $5,000 per quarter to purchase additional common shares of the Company. Common shares
purchased through cash dividend reinvestment and optional cash payments are issued at the Average Market Price. The Average
Market Price is defined as the average of the closing prices for a board lot on The Toronto Stock Exchange for the five trading days
immediately preceding a dividend payment date. Prior to July 1, 1988, the price of common shares issued under the Plan was 95% of
the Average Market Price.

Cancellation of Common Shares of the Company Held by Subsidiaries

On August 31, 1988, the Company amalgamated with certain subsidiaries and cancelled all of the common shares of the Company
held by subsidiaries. Of the total cost of the common shares held by subsidiaries, $42.8 has been deducted from common share capital,
and $24.2 has been credited to contributed surplus.

INCOME TAXES

A reconciliation between the statutory and the effective rates of income taxes is provided below:

1988 1987 1986

INCOME BefOre LaXES . . ..ottt ettt e e $84.4 $54.5 $59.0
SHHIOTY TAXTTEIE. i oo s e S o TS eros s i Saes Basissm SR s e _42.5% ﬂ% _47.8%
Computed INCOME LAXES. . . .« .ottt ettt et et ettt ettt e et e e e et e et e e $359 $25.4 $28.2
Increase (decrease) in income taxes resulting from —
Non-deductible expenses and losses in excess of non-taxable gains .. .............................. 28 43 23
Régulited ‘natiiral SasoperBtions! cu o m v meammetams i iamammi i S Wt ey § (3.9) (5.0) (6.8)
Non-taxable dividend income . .. .. ... .. e (1.6) (4.9) (2.9)
CHRET wvosvainmsisn s iuins ot i S S S SR TR SN S e S AR S T R 3 2.4 9 2.0
ACtUal INCOME LAXES . . . oottt sttt e et ettt st e e e et s et et et e e s e e $35.6 $20.7 $22.8
Effective rate of INCOME TaKES . . .. ... o\ttt it ettt et et e e et e et a e e iaaia e aas 42.2% 38.0% 38.6%
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The components of income before taxes and income tax expense are as follows:
1988 1987 1986

Income before taxes
CAMAI R 55200 v TSt o w SR GTEREE, M e T s, DRI S e P A ST $74.2 $45.0 $53.9
United SHales . .o o e e e 10.2 9.5 5.1

$84.4 $54.5 $59.0

Current income tax expense
Canada s e Sres BTE R G e S e S et P $31.0 $11.0 $22.8
LINE SSTALEST - rmnsen miesrine owinssrionsiiafe snems s s 515 G55TTEE FESHAE (Lo ST ST A TGS ORFAT e STomaTe e 3.9 5.8 i

$34.9 516.8 $30.0

Deferred income tax expense (recovery)
Canada ;s sosms Sri SR T e NS SR8, rincrose S8 ST ek sttt S a s cimge RS oA o $(1.0) %25 $(3.6)
UINItEd BHAES: (oo 1ivrsve i smaximms cohis wsistis Sianioniie i SALye 218 WOVAINAT wvesbemioiels S8 T AT R ot SR i 1.7 1.4 (3.6)

$ 7 § 39 $(7.2)
$35.6 $20.7 $22.8

Deferred income tax expense (recovery) results from timing differences in the recognition of revenues and expenses for income tax purposes
and financial statement purposes. The source of these differences is as follows:

1988 1987 1986

Excéss iof tax depreciation: over Book dEPrecisition .. ... i smenss wrms miimassms sioainatoes s S shiwiaiis e $12 $43 3(39)
Excess of items capitalized for book purposes and expensed for tax purposes ...............ccovvivuenn. 1.8 (.3)  (L7)
VDG - oo A et SRR AP T 5547 TG T RN S0 SHRSRGnnb G468 SASTEERS SIS T i SRRty wiW %ae 4V (2.3) (.1)  (1.6)
Deferred inCOme 14X eXPENSE (TECOVETY) - o\ vttt vttt ettt ettt et e e e e ettt e e e e e e e e iee s $ 7 $39 8072

If deferred income taxes had been recorded in respect of all timing differences between accounting income and taxable income in respect of
subsidiaries in the Utilities Division, the provision for deferred income taxes would have increased and consolidated net income would have
decreased by $3.9 (1987 — $5.0; 1986 — $6.8). At December 31, 1988 the accumulated unrecorded deferred income taxes on regulated
income, that would be reflected as a liability, amounted to approximately $99.7 (1987 — $95.8).

Various consolidated subsidiaries of the Company have accumulated losses for income tax purposes totalling approximately $1.3 which are
available to reduce future taxable incomes. The potential future income tax benefits arising from these losses have not been recognized in
the financial statements. The expiry dates of these tax losses are as follows:

s

EL oo comserosvsmions e posonin i sbimsi et s e o ok A $.3
P00 umenen SuREREIL S S S T 4
LD rvmsaisimisne ments sroiasnaninieiinoosiossesiafistadis ot HALHBETEEYYSH 4 EHNESSC R 2
U8~ vaed R e SREN NG UTEIA PR 3
DIBDSc 0 s sone oot oS48 5 a0 WS bt .l

Ll
w

I
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14.

15.

NET INCOME PER COMMON SHARE

The net income per common share is calculated on the weighted average number of shares outstanding during the respective years as
follows:

1988 1987 1986

THCOnie froin CONtINUINE OPETATIONS i svarssimiamrmi st S et sTs PYaaS TR S SR SO W SR 4 $46.5 $31.2 $33.1
Less — dividends on preference shares . .. .. ... ... .ottt 11.9 12.9 13.0
346 18.3 20.1
Discontinued OPETALONS ... . < oouoseinesinanomns snnns snsnesins ensmseess s enes s s oess 2ot (6.7) 1.8 (5.1)
Income before unusual and extraordiBATY THETRS: «owv am i mio srimss o im0 RN (8RS 5 e S 219 20.1 15.0
Receipt of MICC Investments Ltd. dividends inarrears.......... ..o iiiiiiioiiiaiaenanns — 13.3 —
Income to common shareholders before extraordinary items ...........coiiiiinieinieirrrmeocaoiann 219 334 15.0
EXHAOPAINATY TEOIE 4 ¢ rminiosossinie simmimsnts s mimisinssmtysis syumiss e nomnls ary SR FHASHR SRFE 00 SaRdaima — 41.4 1.1
Netincome: 0 Common SHATChOIAERS e an sominn @i amm g feriitn s s s e e s e $27.9 $74.8 $16.1
Weighted average number of common shares outstanding during the year (in millions) ................ 22.7 244 23.7
Less — weighted average number of common shares held by subsidiaries (in millions) ................ — 5.0 5.0

22.7 19.4 18.7

Net income per common share

From continWing, OPETALIONS i« s o s s s oty 5766 0% v ivalarsd sfitataaisele aoia i 19 isiomsats S408w6 48000 e wioiinie $1.52 $0.94 $1.07
Before unusual and extraordinary ieMS . .. ... ..ottt it $1.22 $1.03 $0.80
Before extraordinary MBS oo u s v« iviion S8 5amises s a5 ors e alalee ol 4 Saleris o454 0 o aia 6 min on waTaimincs $1.22 $1.72 $0.80
After extraordinary HeMS. . ... ...t $1.22 $3.85 $0.86

The calculation of net income per common share on a fully diluted basis assumes conversion of the convertible third preference shares and
exercise of outstanding stock options if such action would result in dilution of earnings per share.

PENSION PLANS

The Company and its subsidiaries have various defined benefit pension plans available to substantially all permanent full-time employees.
The total pension expenses for 1988 amounted to $5.5 (1987 — $4.6; 1986 — $3.6). The pension expense for 1988 consisted of the
following:

Currentiserviee:cost .. ..504 ot aanes o S0 e TR RER ARSI S TG S $5.0
Cost of negotiated IMPrOVEMENIS . .. uuuiuusiainnsatanrsrneanmeasenes msetassanens onssss 1.1
Interest costs on projected benefit obligation ............. ... 7.1
Rt on a5sets held ifl the: PIANS ..« snimmmis s smmminn smmson Somies s s s (6.7)
Net-amortization:and defeimal +. v v imes T reratiG TIEes NEsNE T DTS S i (1.0)
$5.5

A summary of pension fund assets and accrued pension benefits at December 31, 1988 is as follows:

United

Canada  States

Market value of pension fUnd @SSELS . .. .. .. . tu ettt e $67.1 $21.1
Actuarial present value of accrued pension benefits .. ....oiv i e $59.0 $31.9

The actuarial present value of accrued pension benefits represents the discounted value of benefits expected to be paid to plan members,
based on projected salaries prorated on service. No escalation of salaries is used to determine the actuarial present value of accrued pension
benefits where the pension benefit is fixed and subject to renegotiation.

Certain key assumptions used in determining both the pension expense for 1988, and the actuarial present value of accrued pension benefits
as at December 31, 1988, are as follows:

United

Canada  States

DD BRI TN s it 5 S B o S s e A5 SeATA  wiscmn  EMVL oEA S38S 9.0% 8.0%
Rate of increase: of compensation levels: oo o vonvsnevs vui v v s i atie Samie s iesim e st seiense e 6.5% 5.0%
Expected long-term rates of return on plan assets ............iiiiiiiiiiiiiiiii i 9.0% 8.0%
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16.

17.

The status of pension plans at December 31, 1988, is as follows:

Actuarial present value of —

Vested benefit OBLBAtIONS ouvamiess smmiy e a8 srmonaiiemastin sl S He s aiaess il saas s
Nonvested benefit oblZAtIONS .. ... ...ttt e e e e

Accumulated benefit OblIgAHONG.: . v veivvs v v v SO SR s eaa i s e S s
Additional amounts related to projected salary and wage INCreases ..............ocveivnneieinnrirernneens

Tatal projécted beneht ObIBATIONS i ey s 2o S s s SRR s ST P N TR Sl
Plan assets at fair vAIUE . .. .. ...ttt et e e e

Plan assets in excess of (or less than) projected benefit obligations. . ......... ... ... .. i i
By T g1 =n o B T e e o T ET s, L i SRRt | e R
UnitecogNIZed  Prior SEIVIGE - COB i o cmanmmte eariervtann s i i SRARAEAN SAi SIrsarmin HaTtami DRt Ra s &
Unrecognized net (asset) Obligation . . ... ... . ittt e e e e

Acenied pensidn cast inclidedan current RABIlteE: . cnmimmmiyam ams i i e e s N e s SR a

LEASE COMMITMENTS

Canada

United
States

Lease rental expense during the current year amounted to $11.5 (1987 — $10.0; 1986 — $7.2). The approximate aggregate minimum
annual rentals under long-term leases, excluding capital leases, at December 31, 1988, are as follows:

Year

BUSINESS SEGMENTS

6.6
5.6
4.8
2.6
2.4

The following is an analysis of certain financial information by business lines and geographical areas for the three years ended December 31,
1988, 1987 and 1986 as it relates to operating revenue, operating profit, identifiable assets, capital expenditures and depreciation and

depletion.

Operating profit is total revenue less operating expenses which includes an allocation of corporate expenses. Identifiable assets include only
those assets directly identifiable with those operations. Corporate assets consist primarily of long-term investments.

Operating Revenue

Operating Profit

1988 1987 1986 1988 1987 1986
Utilities
(111 [ R R B IS e $ 7587 $ 7239 $ 8236 $ 984 $ 763 $ 782
VS oo sy i S S TS 5 N S el i s 12.0 11.2 38.0 4 ! 5.0
770.7 735.1 861.6 98.8 76.8 83.2
Propane
BT T [« - (S U e S 277.6 257.6 280.6 24.4 21.6 22.0
Energy Products
Canada. .. ...ociei e e e e e e 191.7 141.2 1217 124 8.3 7.0
LS o srvermgiacr S s SR e RS e D 519.9 480.9 97.8 32.1 29.0 3.6
711.6 622.1 219.5 44.2 37.3 10.6
Corporate-and other; oo snann s svvm e s inmm 1.5 .1 7 (6.1) (5.4) oy
$1,761.4 $1,614.9 $1,362.4 $161.3 $130.3 $114.7
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18.

19.

20.

21.

Identifiable Assets Capital Expenditure Depreciation Expense

1988 1987 1988 1987 1986 1988 1987 1986
Utilities
CANAAE: v tesssisrsm s s e s $ 9949 $ 9644 $ 770 $ 67.0 $ 70.7 $25.7 $22.2 $20.3
B ety o= o 3.9 4.4 — 2 9 2 2 .8
998.8 968.8 77.0 67.2 71.6 259 22.4 21.1
Propane Canada. ...........covovveiennnnn. 166.8 160.2 29.5 24.6 37.5 17.0 14.3 11.6
Energy Products
Canada ......ovvieii i s 1232 102.3 3.1 28 3.2 3.2 23 1.1
LIS seesrvi e i s e R e 05 305.2 302.4 13.2 30.3 6.9 15.0 13.7 3.1
428.4 404.7 16.3 3371 10.1 18.2 16.0 4.2
Carporate and other ; izss: snunneniss s 263.4 171.1 1.3 1.4 2.6 0.5 2.6 4.2
$1,857.4 $1,704.8 $124.1 $126.3 $121.8 $61.6 §55.3 $41.1
COMMITMENTS

ICG Utilities (Ontario) Ltd, a wholly-owned subsidiary of the Company has signed contracts to supply electrical and steam energy from a
natural gas co-generation facility to be constructed in Fort Frances, Ontario at a cost of approximately $100.0. Certain project development
costs have been incurred to-date, and construction has commenced in 1989 with a projected start-up date of November 1990. ICG Utilities
(Ontario) Ltd is seeking permission from the Ontario Energy Board to carry out the project as part of its regulated utility business. In
addition, the Company has commitments for the acquisition and construction of properties and the purchase of services in the ordinary
course of business which are not material in relation to net assets of the Company.

SELECTED FINANCIAL DATA

Selected financial data for the five years ended December 31, 1984 to 1988 are as follows. Amounts are in millions of dollars except per
share amounts.

1988 1987 1986 1985 1984

OPpErating FEVENUES ... .uvuevrnrerareneacasesenaineraetonanes 1,761.4 1,614.9 1,362.4 1,456.7 865.3
Net income (loss)

From continuing operations ...........ccoeievesnsmonsarasaans 46.5 31.2 33.1 329 155

Before unusual and extraordinary items ...................000ne 39.8 33.0 28.0 43.2 26.0

Before extraordinary items ...........ooiiiiiiiiiiriiiaiiieaans 39.8 46.3 28.0 432 26.0

After extraordinary MEMS o v s s snb s sb i smm Tt S 39.8 87.7 29.1 44.1 (23)
Basic net income (loss) per common share

From continuing operations . . iuui«csuuinss sis v bvain s seds $ L52 $ 094 $ 1.07 § 118 $ 077

Before unusual and extraordinary items .............. ... 0.o. § 122 § 1.03 $ 080 § 173 $ 1.34

Before extraordinaty items . oia vue v s s s s $ 122 $ 172 $ 080 T $ 134

After extraordinary it€mMs ...........iiiiiiiiiiiii e $ 122 $ 3.85 $ 086 $ L77 $ (0.19)
Dividends per common share. .........oiiiiiiiiiiii i § 072 § 063 $ 060 $ 050 § 040
TOtAl @SSELS . . o o v v e et et 1,857.4 1,704.8 1,649.9 1,471.1 1,423.8
Long-term obligations . .:wouwww s av siiasi swmimivas e amse @i s 718.1 644.6 817.9 701.3 787.1

Long-term obligations include long-term debt and redeemable preference shares.

COMPARATIVES
Certain of the comparative figures in the statement of changes in financial position have been reclassified to conform to the 1988

presentation.

SUBSEQUENT EVENTS

a)  Resources Division

Effective May 5, 1989, the Company and its subsidiary CHL Holdings Inc. sold their shares in ICG Resources Ltd. for cash proceeds
of $103.7 resulting in a gain of $9.7.

The operating results of the discontinued operations for 1988 to 1986 were as follows:

1988 1987 1986

Operating MeVEnle: .. .o 55 iis s vt st iR v S e S0 e e iy SO 4/ T8 O 8 TR A 8 e 78 $54.1 $57.0 $66.1
Income (loss) before provision fOr tAXES . .. ... ...iiuuiiut i e (15.3) 1.1 10.0
(Provision for) recovery OF tAXEE . :oumina oo sunl Sramiiganan osimiasaetaiiis diomiee el s R oy 8.6 0.7 (5.8)
Income (loss) from discontinued OPErations . ... ...... ... ....iiuinmrnreirenraeennearane s $(6.7) $ 18 $ 42




22.

23

b)

c)

d)

Accordingly, the previously reported financial statements have been reclassified to account for the investment in [CG Resources Ltd
on the equity basis in order to provide comparative financial statements which relate to continuing operations.

Investment in Ranger Oil Limited

The Company entered into an agreement on December 8, 1989 to sell its holding of 10.236,064 common shares in Ranger Qil Limited
at a price equal to the Company’s carrying value of $7.25 per share. This transaction was completed on December 12, 1989. This
investment was included in short-term investments on the balance sheet as at September 30, 1989. The interest on the loan to acquire
the common shares in Ranger Oil Limited has been reclassified to Discontinued Operations in the Statement of Income.

Plan of Arrangement

On December 11, 1989, the Company signed an Arrangement Agreement providing for a corporate reorganization of the Company
pursuant to which the Utilities and Propane businesses of the Company will be transferred to a wholly-owned subsidiary of Westcoast
Energy Inc. for an aggregate price of approximately $718.7 subject to adjustments. The price includes $487.7 and $231.0 for the
Utilities and Propane businesses, respectively. The Company will continue operating its energy products business as a publicly traded
company. The reorganization contemplated in the Arrangement Agreement is to be implemented by way of an Arrangement under the
laws of Manitoba and, as such, will be subject to appropriate sharecholder and court approvals, and the receipt of a favourable advance
income tax ruling.

Long-Term Debt Issue

On August 22, 1989, ICG Ultilities (Ontario) Ltd issued $75.0 senior debentures bearing interest at 10.75% per annum, maturing
July 31, 2009. The proceeds from this issue will be applied to reduce bank advances and will be used for general business purposes,

INTERIM FINANCIAL STATEMENTS

Certain information and note disclosures normally included in financial statements prepared in accordance with generally accepted
accounting principles have been omitted with respect to the financial statements covering interim periods. These interim financial
statements should be read in conjunction with the audited financial statements and notes thereto. While the interim financial statements are
unaudited, in the opinion of the company, all adjustments (consisting only of normal recurring adjustments) necessary for fair presentation
have been included.

DIFFERENCES BETWEEN UNITED STATES AND CANADIAN ACCOUNTING PRACTICES (UNAUDITED)

Accounting policies adopted by the Company as reflected in these consolidated financial statements are generally consistent with accounting
principles accepted in the United States (“U.S. GAAP™) with the following exceptions:

a)

b)

c)

d)

As required by Canadian GAAP, the company is deferring and amortizing the exchange translation gains and losses on long-term
foreign currency denominated monetary items over the term of the related item. Under U.S. GAAP, these gains and losses would be
credited or charged, as appropriate, to income in the year in which they arose.

Canadian GAAP, as it relates to the oil and gas producing activities of the Company, differs from U.S. GAAP in the following areas:

i) Prior to January 1, 1987, the Company capitalized interest on costs of proved properties where production had not commenced,
and included these costs in the investment base for the purpose of computing depletion and depreciation. U.S. GAAP for
capitalization of interest defines assets that are being depleted and depreciated as assets in use in earning activities, and therefore
do not qualify for capitalization of interest costs.

ii)  Prior to January I, 1987, the Company had established one cost centre for North America, excluding costs and reserves
(unproved) relating to the Arctic Islands. U.S. GAAP requires that cost centres be on a country-by-country basis.

iii)  On January 1, 1987, the Company adopted, on a prospective basis, the Accounting Guideline on full-cost accounting in the oil
and gas industry issued by the CICA. As a result, the Company’s practices for accounting for oil and gas properties are now
substantially the same as U.S. GAAP with the exception of the computation of the limitation of the carrying value of oil and gas
properties (cost centre ceiling). U.S. GAAP limits the value of proved reserves in the cost centre ceiling to the future net
revenue (based on current prices) after tax discounted at 10%. Under Canadian GAAP, the value of such reserves is computed
in the same manner with the exception that the future net revenues are not discounted and future administrative and financial
expenses are deducted in the calculations.

There are differences between Canadian and U.S. GAAP relating to the presentation of items of income or expense. Certain items
that are classified as unusual and extraordinary in Canada are specifically excluded from similar treatment in the U.S. Therefore,
items such as gains on sale of warrants and business units, redemption of preference shares, receipt of dividends in arrears, and
provision for utility expansion company which are treated as unusual and extraordinary items in the Canadian GAAP financial
statements, are excluded from such treatment in the U.S. GAAP financial statements.

There are differences between Canadian and U.S. GAAP in the presentation of the Statement of Changes in Financial Position.
Under U.S. GAAP, a reconciliation of net income to net cash flow from operating activities is required where the direct method of
reporting net cash flow from operations is used. As well, U.S. GAAP defines cash and cash equivalents to include cash and short-term,
highly liquid investments, whereas Canadian GAAP defines cash to include cash, net of shori-term borrowings.
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e)

f)

g)

h)

Under Canadian GAAP, long-term investments are carried at cost if the impairment in value of an investment is considered to be
temporary. Under U.S. GAAP, a temporary impairment based on the difference between aggregate cost and aggregate market value
of the portfolio is shown separately within shareholders’ equity as a valuation allowance.

There are differences between Canadian and U.S. GAAP in the calculation of earnings per common share. Under U.S. GAAP, the
treasury stock method is applied for outstanding options and warrants.

In December 1987, the Financial Accounting Standards Board issued a Statement of Financial Accounting Standard (“SFAS™) 96,
Accounting for Income Taxes, which established new accounting rules that will change the manner in which income tax expense is
determined for accounting purposes. Prior U.S. GAAP utilized a deferred method while SFAS 96 utilizes a liability method under
which deferred tax liabilities are recorded and adjusted for the effect of a change in tax law or rates. The Company has until its fiscal
year beginning January 1, 1990 to adopt the statement. The Company has not yet estimated the effect of the new statement.

The effect of these differences is set out below:

Consolidated Statement of Income
Nine months
ended
September 30 Year ended December 31

1989 1988 1988 1987 1986

(unaudited)
Income from continuing operations under Canadian GAAP.................. $34.7 $28.8 $46.5 $31.2 $33.1
U.S GAAP adjustments, net of taxes:
i) Foreignexchange . ........-.c.ve basii Jes i daiens Aienve st sbars s v 0.2 4.0 4.1 5.6 (1.5)
ii) Unusual and extraordinary items ...........c.ocoiiiiiiiiiiiiiiii — — — 53.4 (0.2)
Income from continuing operations under US. GAAP ...................... 349 32.8 50.6 90.2 314
Income (loss) from discontinued operations .. ............covieiinrnreninnnn 1.2 (4.0) (6.7) 1.8 (5.1)
U.S. GAAP adjustment, net of taxes:
i) ‘Foreigh/eXchBIEE - s i iwoms s o s aise o mmeiam sweibs 8 (1.4) 2.0 24 1.8 0.4
ii) Capitalized administration and depreciation and depletion ............... 1.0 22 31 20 2.0
Interest:CApIANZEd ..o v somovse s svmmamiammes s s e — — — — (1.5)
Cost centre ceiling test write=down . ...oiiviiiviiiieicieivi dineio e ne — — (21.0) — -
Gain on sale of discontinued operations (see note A below) ................. 427 - = = =
Income (loss) from discontinued operations under US. GAAP .............. 435 0.2 (22.2) 5.6 (4.2)
Income from operations before extraordinary items under U.S. GAAP ........ 78.4 33.0 28.4 95.8 27.2
Extraordinary items under U.S. GAAP:

Reduction of current income taxes on application of prior years losses ....... - — — 1.3 1.3
Met income under’ WS, GAAP. ... ..o nibeis dbins vt (60 $78.4 $33.0 $28.4 $97.1 $28.5
Net income per common share under U.S. GAAP (in dollars)

PO INATY b oo e s B s A e el QXS TR e A TS $2.98 $1.05 $0.72 $4.32 $0.81

Fully diluted .. ... s $2.65 $1.04 $0.72 $3.67 $0.81

NOTE A:
Under U.S. GAAP, the carrying value of the Company’s investment in discontinued operations would have been reduced by $42.7,
this being the difference in accumulated earnings under U.S. and Canadian GAAP in respect of these operations.
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i)

k)

Selected Financial Data
Nine months

ended
September 30 Year ended December 31
1989 1988 1988 1987 1986 1985 1984
(unaudited)
Net income (loss) under U.S. GAAP
From continuing operations ........ $ 349 $ 328 $ 506 $ 902 $ 314 $ 279 $ (13.2)
Before extraordinary items ......... 78.4 33.0 28.4 95.8 27.2 329 (9.5)
After extraordinary items .......... 78.4 33.0 28.4 97.1 28.5 38.9 (9.2)
Primary income (loss) per common
share under U.S. GAAP (in dollars)
From continuing operations ........ $ 113 $ 1.04 $ 1.68 § 397 $ 096 $ 087 $ (0.77)
Before extraordinary items ......... $ 298 $ 1.05 $ 072 § 4325 $ 074 § 113 $ (0.57)
After extraordinary items .......... $ 298 $ 1.05 $ 072 $ 432 § 0.81 $ 144 $ (0.56)
Fully diluted income (loss) per
common share under U.S. GAAP
(in dollars):
From continuing operations ........ $ L1 $ 103 $ 161 $ 339 $ 096 § 087 $ (0.77)
Before extraordinary items ......... $ 265 $ 1.04 $ 072 $ 3.6l § 074 $§ 113 $ (0.57)
After extraordinary items .......... $ 265 $ 1.04 $ 072 $ 367 $ 081 § 141 $ (0.56)
Tl A8ERLS v snesemcoiimsansmascs s $1,779.0 $1,724.5 $1,797.7 $1,673.0 $1,608.6 $1,430.4 $1,388.2
Consolidated Balance Sheet
Consolidated balance sheet items under accounting principles generally accepted in the United States, would be as follows:
September 30, ~ _ December 31,
1989 1988 1987
(unaudited)
0] 1| $ 805 $154.8 $ 839
Discontinued oil and gas Properties. . ... ......ou ittt e 3.7 56.7 70.5
DERETEd-CORE .o ovomonmommns s imemm s i Sise Wi VAR SaTen s TP ST 11.6 18.2 11.3
Retained @ammings ... .. ...ttt e 149.0 91.5 91.4
Shareholdersh Squity . v mrimnmme s s e SR T R 4399 360.4 379.8

Consolidated Statement Of Changes In Financial Position

NET INCOME EXCLUDING INCOME FROM DISCONTINUED
OPERATIONS' o vvvs im0, om0 550 S 55 5k msrmrseniminin o

ADD (DEDUCT) ITEMS NOT INVOLVING CASH:
Depreciation, depletion and amortization. . .........................
Deferred income taxes .. ........ooviiuieiiiiine i,
Loss (gain) on sale of investments and fixed assets..................
Lnusual and extraordiBary iteIms . ..o s arimmisisms s
Loss (gain)ion forsign: eXChange = oosm: oon sna st o, Vst S5, she
Minority: INEEresteXPONGE. . v vuemsaiminsmmme e s st sawsmms e s

CASH GENERATED FROM (USED IN) OPERATING WORKING
CAPITAL:
Accountsi receivable . ovunmivsis: vicasnuaEens REETRIIR S GRaas
INVENLOTIES . . oo ottt ettt et et ettt e et e e
Prepait- EXPENSes. .« mr s A S A SR T TR R SRR
Accounts payable and accrued liabilities ...........................
INCOMELANES PAVADIC wor mnl i vt vva s S e s R E R S e
Acquisition of subsidiary .. ........ ... .. e
Foreign exchange on operating working capital and other items........

CASH PROVIDED FROM CONTINUING OPERATIONS .........
CASH PROVIDED FROM DISCONTINUED OPERATIONS ... ....

CASH PROVIDED FROM OPERATIONS ........................
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Nine months

ended
September 30 Year ended December 31
1989 1988 1988 1987 1986
(unaudited)
$ 347 $ 288 $ 46.5 $ 859 $ 344
512 48.4 63.5 56.5 425
(6.1) 2.1 0.7 39 (7.2)
(0.6) (0.2) (0.1) (1.6) (0.8)
—_ — — (41.4) (1.2)
(0.1) 0.4 (0.4) 24 (2.4)
1.6 1.8 2.4 2.8 32
40.1 (15.8) (64.1) (4.7) 18.4
(1.2) 1.1 (11.2) (28.9) (58.4)
(2.0) (1.8) (2.6) (0.4) (5.4)
(27.6) (37.7) 18.7 0.3 5.6
(114) 4.7 14.1 (10.7) (6.3)
— - — — 90.6
(8.2) (5.1) 49 13.2 (12.8)
70.4 267 724 713 160.2
11.9 16.9 10.8 23.4 39.8
$ 823 $ 436 $ 83.2 $100.7 $140.0




Certain items in the consolidated statement of changes in financial position
United States, would be as follows:

Bank advances

Cash generated from (used in) financing activities

Increase (decrease) in cash and short-term deposits .. ..................
Cash and short-term deposits — Beginning of the period ................

Cash and short-term deposits — End of the period
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under accounting principles generally agcepted in the

Nine months

ended
September 30 Year ended December 31
1989 1988 1988 1987 1986
(unaudited)
$ 284 $135.6 $ 985 $53.6 $ 429
(68.4) 90.8 133.3 1.6 160.8
0.8 (2.1) .- (7.1) (9.4)
43 38 38 10.9 1.5
= | 1.7 4.3 38 10.9
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AUDITORS’ REPORT
To the Directors of Inter-City Gas Corporation

We have examined the combined balance sheets of the Utilities Company as at December 31, 1988 and 1987
and the related combined statements of income and changes in financial position for the years ended December 31,
1988, 1987 and 1986. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these combined financial statements present fairly the financial position of the Utilities
Company as at December 31, 1988 and 1987 and the results of its operations and the changes in its financial
position for the years ended December 31, 1988, 1987 and 1986, in accordance with generally accepted accounting
principles applied, except for the change with which we concur, made as of January 1, 1987, in the method of
accounting for pension costs as described in Note 3 to the combined financial statements, on a consistent basis.

Toronto, Canada (Signed) CooPERS & LYBRAND
February 20, 1989 Chartered Accountants

(except for note 18(a)

which is dated March 1, 1989,

note 18(b) which is dated December 11, 1989,

and note 18(c) which is dated August 22, 1989)

REPORT OF THE CHIEF FINANCIAL OFFICER

The undersigned, being the Chief Financial Officer of Inter-City Gas Corporation, states that the combined
balance sheet as at September 30, 1989, and the related combined statements of income and changes in financial
position for the nine months ended September 30, 1989 and 1988 which accompany this report have been prepared
by management and have not been audited, but have been prepared in accordance with generally accepted
accounting principles in Canada. The differences between generally accepted accounting principles in Canada and
the United States are disclosed in Note 20 to the combined financial statements.

Toronto, Canada (Signed) P. MARRIOTT

December 15, 1989 Senior Vice President, Finance
and Chief Financial Officer
INTER-CI1TY GAS CORPORATION
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UTILITIES COMPANY

COMBINED BALANCE SHEET
(In Millions of Canadian Dollars)

ASSETS
CURRENT ASSETS

Accounts receivable —
Trade (less allowance for doubtful accounts; 1988 — $3.3; 1987 —
e T I T T T I T e
Parent And.affiliated COMPANIES o s sson o sooms e s 3 won ghs 1%
Inventories (NOtEd) . cucn vum s vass & v e s Sanes @a% © ais G5 o8
Prepaid CXPENGES s womsce sve s s oo wasin siwses sassss s ¥ savs simted it
Short-term investments (note 6) ............ccoviiiiiininnnn..

ADVANCES TO PARENT AND AFFILIATED COMPANIES
(DGR 5 o vomm st o5 3 S iets Bobis Tty G5 G405 5 Bams Gud & ol

LONG-TERM INVESTMENTS (note 6) .........ccovvuuvniian...

FIXED ASSETS (note 7)
Property, plant and equipment — atcost ........................
Accumulated depreciation. ... ....... ..o

OTHER ASSETS (note 8) ... ...t i

CURRENT LIABILITIES
Bank: indebtedness .« oo vows svn wwis srenm wms ¥ s s g dii 8 o
Accounts payable and accrued liabilities —
Trade ... ..o
Parent and affiliated companies . ........ ... . ... ... . ... ....
Current portion of long-term debt (note 9) ......................
Income taxespayable: ... v wvies i s sms = s sEwR weE 5 S oy E

MINORITY INTERESTS IN SUBSIDIARY COMPANIES .......
LONG=FERM DEBT [note 9)i. . ¢ wous v sovass wwsd g o pmaie 5iaie sovoa

ADVANCES FROM PARENT AND AFFILIATED COMPANIES
(NOLE 8 o o immwssws wxame o smss. o wvons. d5amais 0. SORaNE S0A1G . SUicy GPEATEE A 09

DEFERRED INCOME TAXES ... ccox vamn smns s § swe somn v s

REDEEMABLE PREFERENCE SHARES (note 11) .............
SHAREHOLDER’S EQUITY (note 12) . .........................
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September 30, December 31,
1989 1988 1987
(unaudited)

$ 64.1 $ 1341  $ 1050
6.1 7.6 4.8
329 244 24.2
7.1 1.6 2.2
— — 55.0
110.2 167.7 191.2
43.6 43.7 49.6
33.6 36.3 38.6
972.2 871.0 804.6
(232.8) (208.6) (187.0)
739.4 662.4 617.6
6.6 123 4.3
$ 9334 $ 9224 $ 901.3
$ 474 $ 699 $ 700
78.5 107.3 89.2
41.4 12.4 33
50.4 324 85.8
4.0 21.6 10.2
221.7 243.6 258.5
0.1 0.1 0.1
326.3 276.0 264.6
1.0 39.2 36.4
6.1 2.3 0.3
555.2 561.2 559.9
28.2 29.6 32.3
350.0 331.6 309.1
$ 9334 $ 9224 $ 901.3




UTILITIES COMPANY

COMBINED STATEMENT OF INCOME
(In Millions of Canadian Dollars)

OPERATING REVENUE
GABISALES: .« voons » wnce = wreis o vincy wisnnie s = bl wsiosd 6 & HE3
Other INCOME . ... ittt e e

OPERATING COSTS
COSt-0f SAleE na oo ¢ wan vam 3 00 s s ©050 S & see
Operating, selling and administrative . ..............
DEPLeCIBtiON: o s suvm wiets = smbie sionn sivse o aawin simenso. fos
Amortization of deferred charges ..................

OPERATING PROFIT .« cros ¢ sm s s s srans s
INVESTMENT INCOME ... ......cc00: 00000 s

FINANCIAL EXPENSES

Interest on long-termdebt................o i,

ONEEITEETESE 1 ¢ sip waios S sl S35 Sas, BEr e el

Interest capitalized - s oo von s ey e pomes vin & o g

Interest on advances with parent and affiliated
companies (net) ..........oouiiiriiiiiiias

(Gain) loss on foreign exchange...................

Amortization of financing expenses ................

INCOME BEFORE INCOME TAXES .............
PROVISION FOR INCOME TAXES (note 13) .....

INCOME BEFORE EXTRAORDINARY ITEMS ...
EXTRAORDINARY ITEMS
Gain on sale of business unit, net of income
tixes OF 21 : o oo 2008 e e & el Vs ses 2ag
Provision for investment in utility expansion company,
net of income taxes of $2.0 . .. ........ ... ......
Gain on sale of investment in ICG Resources Ltd. . ..

NET INCOME. : : v ¢ ois svan vy sey s 9o s 3 95
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Nine months ended
September 30,

Year ended December 31,

1989 1988 1988 1987 1986
(unaudited)
$559.9 $509.3 $751.2 $717.5 $845.6
14.1 14.3 19.5 17.6 16.0
574.0 523.6 770.7 735.1 861.6
409.1 367.1 536.3 536.0 657.6
82.8 77.6 108.4 98.3 99.7
21.7 19.5 259 224 21.1
0.8 0.8 1.3 1.6 —
514.4 465.0 671.9 658.3 778.4
59.6 58.6 98.8 76.8 83.2
32 5.6 6.6 9.3 16.1
62.8 64.2 105.4 86.1 99.3
24.4 26.5 334 40.8 43.5
7.0 22 4.7 2.1 1.9
(2.0) (0.6) (0.8) (0.5) (0.4)
0.5 0.2 0.9 0.8 22
— (0.1) (0.7) 1.4 (2.4)
0.1 0.3 0.4 0.4 0.4
30.0 28.5 375 45.0 45.2
32.8 35.7 67.5 41.1 54.1
11.7 15.1 26.3 12:1 19.2
21.1 20.6 41.2 29.0 349
— — = = 1.2
— - — — (2.0)
- 2.0 2.0 — —
— 2.0 2.0 - (0.8)
$ 211 $ 226 $ 43.2 $ 29.0 $ 34.1




UTILITIES COMPANY

COMBINED STATEMENT OF CHANGES IN FINANCIAL POSITION

(In Millions of Canadian Dollars)

Nine months ended
September 30,

Year ended December 31,

1989 1988 1988 1987 1986
(unaudited)
OPERATIONS

Cash receipts —

Receipts from sales and other income ............ $652.9 $572.7 $751.9 $759.8 $934.4

Cash disbursements —

Purchases and expenses . ....................... 534.6 477.6 621.9 651.7 809.9

Interest and bank charges . ..................... 30.5 324 46.6 428 42.5

Income taxes . .......ooviiierineeiin. 29.9 10.9 14.0 15.8 23.7

595.0 5209 682.5 710.3 876.1

CASH PROVIDED FROM OPERATIONS ......... 57.9 51.8 69.4 49.5 58.3
CASH WAS USED FOR DIVIDENDS PAID TO

SHAREHOLDERS

COMMON &+ vttt e e e et et e e e e — 12.6 16.7 18.3 229

Prefereiice & v voms sos s © 5am & 568 S8 Bt @9 ¢ 1.6 1.8 2.4 2.6 2.9

1.6 14.4 19.1 20.9 25.8
CASH AVAILABLE FOR INVESTMENT.......... 56.3 37.4 50.3 28.6 32.5
INVESTMENT

Saleiof Noverco:SHares: w.q v e o won s s aea e » — (55.0) (55.0) — —

GM:i advances and preferred share redemption. ...... (0.6) — — — (74.7)

Additions to fixed assets —net ................... 66.7 31.1 63.2 58.0 65.1

Deferred charges. ... .. 10.2 6.5 12.4 (8.1) (5.1)

Investment in shares of affiliated company .......... 3.0 2.1 1.2 — -

Investment in Itron, Inc. ......... ... ... ... ... — 7.6 7.6 - -

Proceeds on sale of business units ................. — — — (2.0) (27.4)

Notes and mMORBapes rown s sons 1a5 5 955 Rans Sisd s (2:.7) (3.3) (0.2) (3.3) (1.3)
CASH USED IN (GENERATED FROM)

INVESTMENT ACTIVITIES ................... 76.6 (11.0) 29.2 44.6 (43.4)
CASH (DEFICIENCY) BEFORE FINANCING .... (20.3) 48.4 21.1 (16.0) 75.9
FINANCING

Lornig-termy debt issued .. von o oo 5 s swra san 5 s s 75.0 — 55.0 — 75.0

Redemption of preference shares .................. (1.4) (0.6) (2.8) (4.2) (3.7)

Repayment of long-term debt ..................... (47.3) (82.6) (92.6) (17.7) (19.7)

Advances with parent and affiliated companies ...... 16.5 9.1 19.4 1.9 (22.3)
CASH GENERATED FROM (USED IN)

FINANCING ACTIVITIES .. v sun vven wersm wam « ¢ 42.8 (74.1) (21.0) (20.0) 29.3
(DECREASE) INCREASE IN CASH

DEEICIENCY : con 2 smn omi 5 655 %5505 Seitis suvieis snss 0. (22.5) 257 (0.1) 36.0 (105.2)
CASH DEFICIENCY

— BEGINNING OF THE PERIOD.............. 69.9 70.0 70.0 34.0 139.2
CASH DEFICIENCY — END OF THE PERIOD ... $ 474 $ 95.7 $ 69.9 $ 70.0 $ 340
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1.

UTILITIES COMPANY

NOTES TO COMBINED FINANCIAL STATEMENTS
For the Years Ended December 31, 1988, 1987 and 1986
(In Millions of Canadian Dollars)

BASIS OF COMBINATION

These combined financial statements include the assets, liabilities and results of gas distribution and related operations of the utilities
business (*“the Utilities Company™) of Inter-City Gas Corporation (*ICG”) which are proposed to be transfered to Westcoast Energy Inc.,
(see note 18(b)). These operations are carried out in the following legal entities:

ICG Utilities (Ontario) Ltd.

Greater Winnipeg Gas Company

ICG Utilities (Manitoba) Ltd.

Minell Pipeline Ltd.

ICG Utilities (Canada) Ltd.

ICG Utilities Investments Ltd.

ICG Utilities (Alberta) Ltd.

Bonnyville Gas Company Ltd.

ICG Utilities (British Columbia) Ltd.
ICG Northern Utilities Ltd.

Inter-City Pipelines Ltd.

Inter-City Minnesota Pipelines Ltd.

ICG Transmission Limited

ICG Transmission Holdings Ltd.

ICG Manitoba Pipeline Ltd.

ICG Manitoba Pipeline (Joint-Venture)
ICG Brunswick Gas (1985) Inc.
Canadian Hydrocarbons Marketing Inc.
ICG Energy Marketing Inc.

Daly Gas Storage Ltd.

Lantern Hill Farms Ltd.

ICG Engineering (New Brunswick) Ltd.
ICG Utilities (Northwest Territories) Ltd.
ICG Scotia Gas Limited

Vancouver Island Gas Company Ltd.
Victoria Gas Company (1988) Limited — Acquired March 1, 1989
846931 Ontario Ltd.

ICG Co-Gen Ltd.

The accompanying combined financial statements have been prepared from the books and records maintained by the subsidiaries named
above.

Effective September 1, 1988 substantially all gas distribution and related operations were conducted by legal entities that were owned by
ICG Utilities (Canada) Ltd. (“the Company™). Prior to that date, some of these operations were conducted by legal entities that were
owned directly or indirectly by ICG, the parent corporation of the Company. As a result, the shareholder’s equity section of the balance
sheet as at December 31, 1987 represents the aggregate of the sharcholder’s equity of each entity within the Utilities Company.
SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

These financial statements have been prepared in accordance with generally accepted accounting principles in Canada which differ in
certain respects with accounting principles in the United States. The differences between generally accepted accounting principles in
Canada and the United States are described in Note 20.

Inventories

Inventories of propane and natural gas are valued at the lower of cost and replacement cost. Inventories of merchandise, materials and
supplies are valued at the lower of cost, replacement cost and net realizable value.

Fixed Assets

Fixed assets are recorded at cost, which includes direct costs, interest and overhead amounts capitalized during the construction period, less
contributions in aid of construction.

Contributions in aid of construction are represented primarily by non-refundable contributions from large customers and grants from
governmental bodies in support of specific transmission and distribution facilities. These amounts are amortized to income at rates that
correspond with depreciation of the related assets.
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Depreciation is provided on a straight-line basis at rates varying from 1% to 30% based on the estimated useful lives of the assets.

Gains or losses on disposals of fixed assets used for utility operations are recorded as additions or deletions to accumulated depreciation as
provided by the Canadian Gas Association Uniform Code of Accounts for utilities.

Deferred Charges
Costs of issuing long-term debt are deferred in the year incurred and amortized against income over the term of the applicable issue.

The Utilities Company defers, in the year incurred, certain expenses which the regulatory authorities require or permit to be recovered from
future revenues; such charges are being amortized over various time periods.

Revenue Accounting

Gas sales revenue is recorded on the basis of meter readings plus an estimate of customer usage since the last meter reading to the end of the
fiscal period.

Income Taxes

As a regulated utility, the Utilities Company provides only those income taxes currently payable in its financial statements and in calculating
its rate of return for rate making purposes for its utility operations. However, for all other operations, including the utility operations in the
United States, the Utilities Company provides for deferred income taxes on all timing differences between accounting income and taxable
income, in accordance with the recommendations of the Canadian Institute of Chartered Accountants.

Pension Costs

Pension costs and obligations are determined annually by independent actuaries using management’s best estimate assumptions and the
projected benefit method prorated on services. Adjustments arising from plan amendments, changes in assumptions, experience gains or
losses, and the initial actuarial surplus as at January 1, 1987 are amortized on a straight-line basis over the expected average remaining
service life of the employee group.

CHANGE IN ACCOUNTING POLICY

Effective January 1, 1987, to comply with the recommendations issued by the Canadian Institute of Chartered Accountants (“CICA”), the
Utilities Company prospectively changed its method of accounting for pension costs and obligations to that described in Note 2 of these
financial statements. Previously, it was the Utilities Company’s policy to expense an amount equal to the actuarially determined funding
requirement. The effect of this change on net income for the years ended December 31, 1987 and 1988 is not material.

INVENTORIES

Inventories are classified as follows:

1988 1987
Natural gas in SIOTREE s svssie i sone Sosnt LUas TS RRSIrsRis i e ST e i $13.2 $12.6
Propant: A0 Petroletn: PIOTNCLE s . wussusi s crsmesmimna vrstoen mmim s s 15168 o5 e -15amassse 5508 5wms P4 T8 R a7 B 37 43
Merchiandize, materials and SUPPlEs: v mee tiormae TR COEen BENEE YOEe S DS REERE 0% 7.5 7.3
$24.4 $24.2
ADVANCES WITH PARENT AND AFFILIATED COMPANIES
Advances to parent and affiliated companies are comprised of the following:
1988 1987
Subordinated demand note due from parent company (i) .. ... ..ot e $45.6 $473
Less: Current portion included in accounts receivable — Parent and affiliated companies ..................... (4.1) (1.7)
41.5 45.6
Other advances to parent and affiliated companies 22 4.0

$43.7 $49.6

(i) The subordinated demand note due from ICG bears interest at 7.6% per annum and is subject to minimum annual repayments of $4.1
from 1989 to 1999 inclusive. Interest income of $3.6 (1987 — $3.6; 1986 — $3.6) is included in interest on advances with parent and
affiliated companies. At December 31, 1988, an amount of $1.0 (1987 — $1.0) for interest receivable is included in accounts
receivable-parent and affiliated companies on the balance sheet.
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Advances from parent and affiliated companies are comprised of the following:

1988 1987
Advance from-affiliated:company (i) ivn ciminvampu s s S e s ey W R S R S S $27.0 $30.0
Less: Current portion included in accounts payable and accrued liabilities — parent and affiliated companies (3.0) (3.0)

24.0 270
Other advances from parent and affiliated companies. . ......... ..ot e 15.2 9.4

$39.2

$36.4

(ii) Advance from affiliated company represents a promissory note from the Utilities Company’s former affiliate, ICG Resources Ltd. The
note bears interest at 14.75% and is subject to annual repayments of $3.0 from 1989 to 1995 inclusive, and $6.0 in 1996. Interest
expense of $4.3 (1987 — $4.4; 1986 — $4.4) is included in interest on advances with parent and affiliated companies. At
December 31, 1988 an amount of $0.3 (1987 — $0.4) for interest payable is included in accounts payable and accrued liabilities —

parent and affiliated companies.

LONG-TERM INVESTMENTS

1988

Investment in Noverco Inc (*Noverco”) Common shares of Noverco (1) ........vuirinroreirininannnns $—
Preference shares of Gaz Metropolitain, inc., 7.85% 1978 series, issue price $25 .......... .. ... . ... . i, 127
12.7

Investment in Hydrocarbons Pipeline: Limited oo coeun o soaninss sodunaeiniein tadanens dass sevaaiees s s & —

Investment in Itron, Inc.

Increasing rate subordindted Mote: . ouvosr ssn et Saars R L E s S S T S B S T A 3 3.7
Series B preferred S10CK ... ..ottt e e 33
Common SEoolc PurehaSE WARTAIIS, < o i v e e i S S R e i e St e 0.6

Notes 8nd Mot gaRe TR CRIVADI o xmrooimein s s b By <ot s s SOy N Y S LA —
FInance CORMIACES ... o cvers wimmi s visns s Dadiilh Copidewe vings SUamad Sorunas@iniies s s mis s smew.s 16.0
L0 T APt =
36.3
Less: Current portion included in current assets — Common shares of Noverco tendered in 1988 ............ el
$36.3

1987

$55.0
13:5

68.5
5.1

33
15.7
1.0

93.6
35.0

$38.6

(i) In prior years, one of the Company’s subsidiaries issued two series of exchangeable subordinated debentures. The issues conferred

upon the holders the right to vote the shares subject to exchange during the terms of the issues and prior to exercising the

exchange

right. As a result, the subsidiary no longer has a voting interest in Noverco. Accordingly, the subsidiary accounts for its investment in
Noverco by the cost method. The first issue has been exchanged. The second issue of $55.0 of 13% exchangeable subordinated
debentures was exchanged effective August 31, 1988. The holders exercised their right to exchange the debentures for the remaining

6,877,049 common shares of Noverco.

FIXED ASSETS

Property, plant and equipment are classified as follows:

1988 1987

Net Net

Accumulated Book Book
Cost  Depreciation Value Value
Production and other EQUIPIIENE . -covis ornmivew v pwnen oy ais fa s e swass $ 20.2 $ 68 $ 134 $ 115
Transmission lines and distribution systems . ........... ... ..ot 710.9 154.8 556.1 536.0
Customes inSAlAIONE -u. oo iy ey S s s T R W 61.4 219 39.5 31.6
Machinery, equipment and furniture .. .. .. ... e 47.6 14.7 329 19.8
Transportation: EQUIPIIEIT . v svmmnin manime e 4 W3 am St semevaTE e 14.2 117 6.5 5.6
BUIIAIMES . . vt v ettt e e e e e 14.4 27 113 10.9
LR coovnioin ovmoin sommrs: 5o oo o0 5 s s asaig 8 mvas el B P e 23 — 23 2.2
$871.0 $208.6 $662.4 $617.6
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10.

OTHER ASSETS — at cost, less accumulated amortization

Other assets comprise the following:

1988 1987
Intangible assets arising from acquUiSItions .. ...... ... cioimiem i e 504 §—
Unrealized foreign currency translation 10S5€S .. ... ... ...ooimiiiiiieii i it i 0.8 43
Long-tenm debt IS BXPEMSE . .. v e oo smb einiminm sim mim i ms simce #im 918008 0880808 B LT pomigi et simeiid e s EH R o 2.2 22
Sales PrOMOtION EXPENSE.. .. .o s5cvsvsn svo s mraiEs Saaias Feeeh Pawsis SR UEm JUas O3 SREEE S e v 1.7 —
Preliminary survey and engineering COSIS .. ... .. ... o u ittt e 0.8 —_
Babte Hearing eXPense o sims « i 45 5 4060 s (sie's o s b, s s ainsm SHe0s s s s s v s 32 —
10,1173 oS PRSP QP S _32 (2.2

$123  § 43

Unrealized foreign currency translation losses represent the unrealized foreign currency loss on translation of long-term debt denominated in
U.S. dollars $37.3(U.S. $38.5 in 1987). The exchange rate as at December 31, 1988 was Cdn. $1.1927 = U.S. $1.00; (1987 — Cdn. $1.2998
= U.S. $1.00; ). The average exchange rate for 1988 was Cdn. $1.2307 = U.S. $1.00; (1987 — Cdn $1.3259 = U.S. $1.00; 1986 — Cdn
$1.3892 = U.S. $1.00).

LONG-TERM DEBT

The details of long-term debt are as follows:

1988 1987
Capital lease OBLIZATIONS . . ... ...\ttt e e $ 27 $ 25
Term bank loans, at prime bank rate repayable in 1990 ... .. ... 55.0 5.0
Senior debentures at a weighted average interest rate of 11.72% repayable during the period 1989 to 2008 . i v 165.6 186.5
Subordinated debenture at a weighted average interest rate of 13.50% repayable during the period 1989 to 1993 .. 1.5 1.7
First mortgage bonds at a weighted average interest rate of 9.85% repayable during the period 1989 to 1998 ..... 70.3 84.7
Promissory notes at a weighted average interest rate of 9.37% repayable during the period 1989 to 1996......... 12.0 15.0
13% Exchangeable subordinated debenture (note 6 []) .........cooveiiiiiiiiiiiiiii — 55.0
Sundry notes and MOTLEAZES . - ...« oouuuinoe e e et a et s i a et st 1:3 —
308.4 350.4
LesS: CUTTEME POTHION . . oo cviuetatne e e ae s et te st sttt et ettt s s sasasoae i 324 85.8
$276.0  $264.6

The first mortgage bonds are secured by specific mortgages on real and immovable property, franchises, gas purchases and sales contracts,
monies deposited under trust deed, securities, appliances and equipment and additional property pledged with trustee and a floating charge
on all other assets.

Under the provisions of the various indentures, the Utilities Company is required to make the following long-term debt repayments
(excluding capital leases) during the next five years:

TOBY vvvovsnmmesmren desen sl SaunRAR SRS o $29.7
FOO0 . vncenn imnnis wmminis vasaimine s 006 ¥ mmsma o 69.7
TN vimvmsonne:smisaniss s5mine e mosemeouii E v, vt 6 0 353
E992 o cseaimnrommne rmmns vipepmm e SR SRR SR 204
T iverion coravansrmanssse st amss seias st avsats. 58 Soeidiems Sheitas 19.6

DIVIDEND RESTRICTIONS

The indentures and agreements relating to the Utilities Company’s long-term debt obligations contain covenants limiting the amount of
dividend payments in any one fiscal year.
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11. REDEEMABLE PREFERENCE SHARES
ICG Utilities (Canada) Ltd.
Authorized —
An unlimited number of preference shares issuable in series

Issued and fully paid —

1988 1987
Number Amount Number Amount

Preference shares —

BETICE A i R R TR L s e TR SR e e e 808 $ 1.1 800 $ 11
Series B oL e 6,395 25 6,395 25
SEres B o rsuneicss SoTedhnnnens SRR S ST 1 0.3 1 0.3
39 319
Less — shares held by aubsidiary.. cocovnsn: swpenn quamuesossmes e - (3.9) (3.9)
€.

“
I

ICG Utilities (Ontario) Ltd

Authorized —
An unlimited number of preference shares issuable in series
Issued and fully paid —

1988 1987
Number Amount Number Amount

First preference shares

$2.60 cumulative, ISt SEMES . .. ..o vttt e e e 79,545 $ 39 82,786 $ 41
$2.-70 cumulative;: second Series: oz priivi i S e e GiEE R B 21,954 1.1 22,854 1.1
Second preference shares
7.85% cumulative, series A issue price $25.00 .............. .0 886,075 223 942,075 236
Third preference shares
$1:94 cruimulative. 8enes € v soooram s an aRnins pey anan Soums 92,000 _23 138,000 _ 35
$20.6 $32.3

Details of ICG Utilities (Ontario) Ltd’s (*Ontario™) preference shares are as follows:

First preference shares, first and second series, (redeemable at Ontario’s option at $50.50 per share) do not have voting rights, unless
Ontario defaults in dividend payments for eight consecutive quarters.

Second preference shares, Series A, (redeemable at Ontario’s option at $25.00 per share) do not have voting rights, unless Ontario defaults
in dividend payments for eight consecutive quarters.

Third preference shares, Series C (redeemable at Ontario’s option at $25.00 per share) have voting rights.

The following shares were redeemed for cash during the year:

1988 1987
First preferencé shares, first SENes . o cve s aennies i i8s panin Fiies s St s S s Svae ST 3,241 3,200
First preference shares, SECONd SEMES .. .. .. ... ..ottt ittt i e 900 1,669
Second- preference: shires, SeHeS. A vs vuvvvavammims aovaieah BsEeess S e aens Wi S S 56,000 56,000
Third preference shares, series €. ... ... ittt e e i 46,000 46,000

12. SHAREHOLDER’S EQUITY

As indicated in note 1 to these combined financial statements, a reorganization occurred as at September 1, 1988, as a result of which the
ownership of substantially all Utilities operations were transferred to the Company. The shareholder’s equity of the Utilities Company as at
December 31, 1987 represents the aggregate of the shareholder’s equity of each entity within the Utilities Company.
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14.

15

The components of shareholder’s equity as at December 31, 1988 set out below are primarily those of the Utilities Company, and include
equity of unincorporated utilities operations held by ICG.

Capital Stock
Authorized —
unlimited number of common shares.
Issued and fully paid —

388128 comMON SHATEE ... - .o scsiesmmiemis vosummmmnmsm R b B A a0 AR §7eE A0, A AR SRR S P e i s 151.8
CONEABIED BUTPIES o oo seovere Somiaans. sramisia s ST s 74T FSES T o 7 8 56 R 8 L A A VAN WS90 e 165.6
Retained CamInES ... ..o oivvmimmimmimissessmsmimas soaemmmmsmmsnmasasmionsine Sl basbnoaits Hale o So%, Do, S050e Sl SR 40 ARG 10.1
Foreign currency translation AUJUSIIMEIIL « . i i eei e o ismian su s i ms s sia saalst s s siia s shsiais 18 wiaaiaaists s oa won a's arals (0.2)
Equity of unincorporated Utilities OPErations . ... .. .. ...ouinuininiii ittt e 4.3

$331.6
INCOME TAXES

A reconciliation between the statutory and the effective rate of income taxes is provided as follows:

1988 1987 1986
Tiicoiie DEfOTe IMCOMMB TAREE  wocivivn woisene o smms s s e §/usieres oW SUaREs 087w WS VA TS HHERTmis $67.5 $41.1 $54.1
Combined StatULONY TAX FALES . ...\ v v tevenreren s ineesiataatontorerstaresiaroiniasessnnes 48.0% 52.0% 54.0%
Computed iNOOME TAXES . .o iauv e v s wrs v wie's 16 vl e s e sine Saies e e s s s seme 324 214 29.2
Increase (decrease) in income taxes resulting from —
Non-deductible expenses and losses in excess of non-taxable gains ........................ ... (0.2) 0.7 1.2
Excess of tax deductions over accounting deductions ............cooiiiiriniiiiiiiiees (4.5) (5.5) (7.2)
NoT-taKADIE ARAAAN ABEOTIE . e iersnn ot sioiivs s Rass w5 W08 (NG TF R RTS8 TR AT A H IR (1.8) (3.3) (3.2)
OHBE . e sontismosmemn sms s s mste sesisensa b I SRRl e AP SRS 0.4 (1.2) (0.8)
Provision for income taxes
B 1T =] 1 R U - -4 - M s iy fh e e 243 12:1 19.2
—RFERIB i W TR TR SRR SR AERT ST SSLETE WSSO SIS e e 2.0 - —
$26.3 $12.1 $19.2
Effective rate of INCOME LAXES .+ . v v v v vt e e et e et e et et e et b e e e i e e sas 39.0% 29.4% 35.5%

If tax allocation had been followed in respect of all timing differences between accounting income and taxable income, the provision for
deferred income taxes would have increased and consolidated income would have decreased by $4.5 (1987 — $5.5, 1986 — $7.2). At
December 31, 1988, the accumulated unrecorded deferred income taxes would have amounted to approximately $100.2 (1987 — $95.7,
1986 — $90.2).

In addition, the Utilities Company has approximately $1.1 of losses for income tax purposes which may be carried forward to reduce taxable
income in future years, and for which no tax benefit has been recognized in the accounts. These losses must be claimed no later than:

Year ending December 31, 1991 .. ... ... . $0.3
B9 ooy e DS Snia e s SRR B 04
1993 e 0.2
19 v v o eiev s R SRR e 0.1
1995 L Lt 0l

RELATED PARTY TRANSACTIONS

Included in operating, selling and administrative expenses for the year ended December 31, 1988 are fees of $1.3 (1987 — $1.2, 1986 —
$1.4) paid to the parent and affiliated companies for services provided.

PENSION PLANS

The Utilities Company has various defined benefit pension plans available to substantially all permanent full-time employees. The total
pension expense for 1988 amounted to $0.9 (1987 — credit of $0.7; 1986 — $1.4). The pension expense for 1988 consisted of the following:

CUITEOE SEEVIORICOSE ..ocumsoniainss vsmmmasniere sissms o by Sk, SAATE AR e T e $1.6
Cost of negotiated iMPROVeMENTS . .o imneima somnai e wewmiomsssasas s 0.7
Interest costs on projected benefit obligation .............. ... i i 2:5
Rietorn on assets. held in the PIANE «ovnvnvvvmon somas e wn snssmesm e oo (3:2)
Net amortization:and-deferals oo voves vnvmarnram Suress SInEs TR v ims (0.7)
$0.9
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17.

Substantially all full-time salaried employees of the Utilities Company are members of a defined benefit non-contributory ICG pension
plan. The plan is fully funded as at December 31, 1988.

For employees who are members of a union, the Utilities Company provides non-contributory defined benefit pension plans. A summary of
pension fund assets and accrued pension benefits for the union plans at December 31 is as follows:

1988 1987
Market valuc of pension Fund 88618 <. .o oo insismsin S S TRbaes Lame e ve Sers e BEEss o $180 3164
Actuarial present value of accrued pension DEREft . ..o srwvmermsmime v vasowis o ssmmE Spea e 13.6 8.5

The actuarial present value of accrued pension benefits represents the discounted value of benefits expected to be paid to plan members,
based on projected salaries prorated on service. No escalation of salaries is used to determine the actuarial present value of accrued pension
benefits where the pension benefit is fixed and subject to renegotiation.

Certain key assumptions used in determining both the pension expense for 1988, and the actuarial present value of accrued pension benefits
as at December 1988, are as follows:

DISCOUME PORE: . s <vavarmraniras srasssamsssiars Stataris o seatsiis s va, s asb ALY SR S S B S 9.0%
Rate of increase of compensation levels . .......................cciouieioo... 6.5%
Expected long-term rates of return on plan assets..............c.ooveinnonn ..., 9.0%

The status of pension plans relating to the union employees as at December 31, 1988 is as follows:

Actuarial present value of —

Vested benefit obligations . ... ... ... e $13.2

Nori=vested benelit: OBBgAtONS vvoovwinn oy snass o aREns S aeis SVaE 0 SR8 58 et a5paie 205 5rre o pom a2t 0.2
Accumulated benefit Obligations . . .. ... ... 13.4
Additional amounts related to projected salary and wage INCTEASES ... .. .....\i'iritttiteitie et et 0.2
Total projected benefit Obligations ... .. .. ... . 13.6
Plaiiiassets @b fair valle: oo vvnruss sn s s Sl Re Vo Ters §o ST Rah SR a5 s, F 8 e o8 e om0 218801818 Lt A ek, poe aRmener 18.0
Plan assets in excess of projected benefit obligations. .. .......... ... 4.4
Untecognized inet BAIN o ouumioms e 1 0 mins S i T 5o S50 5 5 ausie aoss: 28 eas 58,050 e e 10148 e S crn s A e Ao (0.9)
Unrecognized Prior SEIVICE COSL .. .. .. .. .o.on ittt ottt e et e e e e e 32
Unfecogiezed Het BBt - cusumums sy st s S aiTa S a T i TEBdls «ieieretarrerretnte e, cemmereceremoets oearncn (6.6)
Prepaid pension cost netted against current liabilities .. .. ... ... ... ... 0.1

CONTINGENT LIABILITY

The Utilities Company has guaranteed certain bank debt of ICG, supported by the hypothecation of the common shares of Ontario. The
amount of debt so guaranteed at December 31, 1988 is $191.7.

COMMITMENTS

Ontario has signed contracts to supply electrical and steam energy from a natural gas co-generation facility to be constructed in Fort
Frances, Ontario at a cost of approximately $100.0. Certain project development costs have been incurred to date and construction has
commenced in 1989 with a projected start-up date of November, 1990. Ontario is seeking permission from the Ontario Energy Board to
carry out the project as part of its regulated utility business.

SUBSEQUENT EVENTS
a)  Acquisition of Victoria Gas Company (1988) Ltd.
On March 1, 1989, a subsidiary of the Utilities Company, entered into an agreement to acquire all of the issued and outstanding

common shares of Victoria Gas Company (1988) Ltd. (“Victoria Gas™). Victoria Gas operates the gas distribution system and holds
the exclusive rights for gas distribution on Vancouver Island, south of the Malahat. Details of the transaction are as follows:

TIXCH. ARBOU O, o piessreconmios aivvas o sagamanssorein. 550 vonnisss oy sss A ENEO R RTREGV 0 GRAT AR, 40 R T A T O - $13.1
L8 L e 36
Share purchase value . ... . $16.7

Consideration to be given:
CEEN v smnge v S R SRR GRS R 0 1500 urrn moaimssss e erses nze. NSRS O Y858 R SRS $ 30
Note payable due March 1, 1992 . . . e e 3.0
Note payable due upon completion of the natural gas pipeline to Vancouver Island .. ............................ 10.7
$16.7

The notes bear interest at a rate of 10%.
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20.

b)

c)

Plan of Arrangement

On December 11, 1989, the Utilities Company’s parent ICG signed an Arrangement Agreement providing for a corporate
reorganization pursuant to which the Utilities and Propane businesses of ICG will be transferred to a wholly-owned subsidiary of
Westcoast Energy Inc. for an aggregate price of approximately $718.7 subject to adjustments. The price includes $487.7 and $231.0
for the Utilities Company and Propane Company, respectively. The reorganization contemplated in the Arrangement Agreement is to
be implemented by way of an arrangement under the laws of Manitoba and, as such, will be subject to appropriate sharcholder and
court approvals, and the receipt of a favourable advance income tax ruling.

Long-Term Debt Issue

On August 22, 1989 Ontario issued $75.0 senior debentures bearing interest at 10.75% per annum, maturing July 31, 2009. The
proceeds from this issue will be applied to reduce bank advances and will be used for general business purposes.

INTERIM FINANCIAL STATEMENTS

Certain information and note disclosures normally included in financial statements prepared in accordance with generally accepted
accounting principles have been omitted with respect to the financial statements covering interim periods. These interim financial
statements should be read in conjunction with the audited financial statements and notes thereto. While the interim financial statements are
unaudited, in the opinion of the management, all adjustments (consisting only of normal recurring adjustments) necessary for fair
presentation have been included.

DIFFERENCES BETWEEN UNITED STATES AND CANADIAN ACCOUNTING PRACTICES (UNAUDITED)

Accounting policies adopted by the Utilities Company as reflected in these combined financial statements are generally consistent with
accounting principles accepted in the United States (“U.S. GAAP”) with the following exceptions:

a)

b)

<)

d)

e)

As required by Canadian GAAP, the Utilities Company is deferring and amortizing the exchange translation gains and losses on long-
term foreign currency denominated monetary items over the term of the related item. Under U.S. GAAP, these translation gains and
losses would be credited or charged, as appropriate, to income in the year in which they arose.

There are differences between Canadian GAAP and U.S. GAAP relating to the presentation of items of income or expense. Certain
items that are classified as extraordinary in Canada are specifically excluded from similar treatment in the U.S. Therefore, items such
as gains on sale of investments and business units, and provisions for investment in utility expansion companies which are treated as
extraordinary items in the Canadian GAAP financial statements, are excluded from such treatment in the U.S. GAAP financial
statements.

In December 1987, the Financial Accounting Standards Board issued a Statement of Financial Accounting Standard (“SFAS™) 96,
Accounting for Income Taxes, which established new accounting rules that will change the manner in which income tax expense is
determined for accounting purposes. Prior U.S. GAAP utilized a deferred method while SFAS 96 utilizes a liability method under
which deferred tax liabilities are recorded and adjusted for the effect of a change in tax law or rates, The Utilities Company has until
its fiscal year beginning January 1, 1990 to adopt the statement. The Utilities Company has not yet estimated the effect of the new
statement.

The effect of these differences is set out below:

Consolidated Statement of Income
Nine months

ended
September 30, Year ended December 31,
1989 1988 1988 1987 1986
(unaudited)

Income before extraordinary items under Canadian GAAP ............. $:21.1 $ 206 $ 41.2 $ 29.0 $ 349
U.S GAAP adjustments, net of taxes:
i) Foreigh eXChAnEe .« cvowi svwns ivssmneim s aimms vawme s — 34 35 5.2 (1.9)
ii) Extraordinary items ..... .. . civiieiiainiaraianiaiaiaierenaa- — 2.0 2.0 — (0.8)
Neétincome GRader LS GARAP .on swsiss mmossissmsaiims szt e $ 21.1 $ 26,0 $ 46.7 $ 342 $ 322

Selected Financial Data
1988 1987 1986 1985 1984

Net income under US. GAAP. ... oovnisns v i vaans s s vins $ 46.7 $ 342 $ 322 $ 297 $17.0
TOtAl @SSCLS  « v v v oo e e et e et e e e e e $921.6 $897.0 $893.2 $978.8 $989.5



g)

Combined Statement of Changes in Financial Position

Nine months

ended
September 30, Year ended December 31,
1989 1988 1988 1987 1986
(unaudited)
NET INCOME . ... i e ettt iaaaanns $ 211 $ 226 § 432 $29.0 $ 34.1
ADD (DEDUCT) ITEMS NOT INVOLVING CASH:
Depreciation and amortization . .............erererreereieeaeaaaa.. 21.7 19.5 26.3 228 215
Deferred AnCOME RaXes v e doismnis i S5 s S A s e 3.8 (0.1) 2.0 — —
Extraordinary items . .........ooiiit — (2.0) (2.0) — 0.8
Loss (gain): on:foreign exchange' s qovcunsnianes sosmasnseis e — (0.1) (0.7) 1.4 (2.4)
CASH GENERATED FROM (USED IN) OPERATING WORKING
CAPITAL:
Accounts receivable .. ... ... L. 70.0 50.5 (30.1) 10.3 40.6
IRVENEOTICS - <o im0 e s S S e s (8.5) (11.3) (0.2) (0.9) 24
Prepaid expenses. .. ... ... (5.5) (0.2) 0.6 (0.2) (1.1)
Accounts payable and accrued liabilities . ........................... (28.8) (30.4) 18.1 (6.0) (37.6)
Income taxes payable . ........ ... (17.6) 4.5 11.4 (44) (1.0)
OEE v v i s s e ST e S ST S i 1.7 (1.2) 0.8 (2.5) 1.0
CASH PROVIDED FROM OPERATIONS ...................ccc... $ 579 $ 518 $ 694 $49.5 $ 58.3
Certain items in the combined statement of changes in financial position under U.S. GAAP, would be as follows:
BANKADNANCES . .o vosmmnmmnraarir asma-s oo siirmns sesmes $(22.5) $ 257 § (0.1) 8360 $(105.2)
CASH (USED IN) GENERATED FROM FINANCING
ACTIVITIES: oo cicariiriasinanetunere sioate ielsmtaa e s s e s &5 b (20.3) (48.4) (21.1) 16.0 (75.9)
(DECREASE) INCREASE IN CASH AND SHORT TERM
DEPOSETS - -.ocona itoimssmsmmmii s s et @omemsa - — .. — —
CASH AND SHORT TERM DEPOSITS — BEGINNING OF
PERIODY ot inisiiniti i s sl e, i stiisries e susiass o — — — —
CASH AND SHORT TERM DEPOSITS — END OF PERIOD ..... — —_ = — —_
Combined Balance Sheet
Combined balance sheet items under U.S, GAAP, would be as follows:
September 30, _December 31,
1989 1988 1987
(unaudited)
L T 5.8 11.5 —
Sharcholder's equity o cvu v commieienmais ST 555 it mame s ssios et s 349.2 330.8 304.8
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AUDITORS’ REPORT

To the Directors of Inter-City Gas Corporation

We have examined the combined balance sheets of the Propane Company as at December 31, 1988 and 1987
and the related combined statements of income and changes in financial position for the years ended December 31,
1988, 1987 and 1986. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these combined financial statements present fairly the financial position of the Propane
Company as at December 31, 1988 and 1987 and the results of its operations and the changes in its financial
position for the years ended December 31, 1988, 1987 and 1986 in accordance with generally accepted accounting
principles applied, except for the change, with which we concur, made as of January 1, 1987, in the method of
accounting for pension costs as described in note 3 to the financial statements, on a consistent basis.

Winnipeg, Canada (Signed) CoopPErs & LYBRAND
February 20, 1989 Chartered Accountants

(except for note 10 which is

dated December 11, 1989)

REPORT OF THE CHIEF FINANCIAL OFFICER

The undersigned, being the Chief Financial Officer of the Propane Division — Inter-City Gas Corporation
states that the combined balance sheet as at September 30, 1989, and the related combined statements of income
and changes in financial position for the nine months ended September 30, 1989 and 1988 which accompany this
report, have been prepared by management and have not been audited, but have been prepared in accordance with
generally accepted accounting principles in Canada. The differences between generally accepted accounting
principles in Canada and the United States are disclosed in note 12 to the combined financial statements.

Winnipeg, Canada (Signed) P. C. MONACHAN

December 15, 1989 Vice President, Finance and Administration
Propane Division
INTER-C1TY GAS CORPORATION
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PROPANE COMPANY

COMBINED BALANCE SHEET
(in millions of Canadian dollars)

ASSETS
CURRENT ASSETS

ERER .o veieie oreiens smeie oo Sasnens mumsnis. sesmmin neidd 3 S5 Bl BTLE SO T TR R

Accounts and notes receivable —
Trade (less allowance for doubtful accounts;

1988 .— $1.0: 1987 — $L.1) s oo sovms winn v s g # s
Affiliated COMPANIES ox svmn sne Tas s oo Fas T Sekn 29 « 925 35
Inventories (note 4) .........cuiiineiiiii i
Prepaid eXpenses ... ...........iiiiiiiiii i

INVESTMENTS — at cost

Shares of affiliated company............. ... ...
Notes and MOMBAZES . . oo oottt

FIXED ASSETS (note 5)

Property, plant and equipment — at cost ................. ... ...,
Accumulated depreciation. .. ............ . i

GOODWILL AND DEFERRED CHARGES. ....................

CURRENT LIABILITIES

Bank indebtedness « .o caes cowin i sn ¢ s s i va e s s
Accounts payable and accrued liabilities . . ..................... ..
Tncotme; taxes pavable: « coo s spws ener g oone SEER S0 ¥ S TR 8
Deferred income and deposits: «: cocs cani sas amn ams @i s v s 4
Current portion of long-term debt ............ ... ... ... ... ...,

LONG-TERM DEBT {notei6).... sucic won cnsnn crasna svmes srernis isoss ¢ oo =
DEFERRED INCOME TAXES . s s o v vime vasss swses sae v s

INVESTMENT BY AND ADVANCES FROM

INTER-CITY GAS CORPORATION ........................

143

September 30, December 31,
1989 1988 1987
(unaudited)

$ 02 $ 02 $ 1.6
32.7 38.1 41.1
— — 1.0
15.0 15.7 15.8
1.5 0.9 0.9
494 54.9 60.4
- — 11.6
0.5 0.6 0.7
0.5 0.6 12.3
2258 2153 193.1
116.1 106.3 93.2
109.7 109.0 99.9
3.0 3.3 3.0
$162.6 $167.8 $175.6
$ 304 $ 36.7 $ 96
23.4 28.3 354
0.3 0.3 0.4
15 1.8 22
6.0 6.0 6.6
61.6 731 54.2
24.5 25:1 420
0.8 53 1.3
86.9 103.5 103.5
157 64.3 72:1
$162.6 $167.8 $175.6




PROPANE COMPANY

COMBINED STATEMENT OF INC
(in millions of Canadian dollars)

OME

Nine months

ended Year ended
September 30, December 31,
1989 1988 1988 1987 1986
(unaudited)
OPERATING REVENUE
Sales and related IMCOME: . i v sr s s s e & 0 $197.9 $189.3 $265.8 $247.3 $266.0
OthErR MEOME <35 5505 5o6c wan Lo0T 5055 58 TS S0 08 8.3 8.0 11.8 10.3 14.6
206.2 197.3 277.6 257.6 280.6
OPERATING COSTS
oSt OF SAMES ol whimics Srman s swtienm rasmys e Wi wsn £t 108.5 105.9 147.3 143.2 161.5
Operating, selling and administrative expenses . . ... .. 70.9 65.0 88.9 78.5 85.5
DepreCIation oos vons ot s 55 2507 9502569 5088 Goks 53 13.8 12:3 17.0 14.3 11.6
193.2 183.2 253.2 236.0 258.6
OPERATING PROFBIT o . oo sonn vewnens: sems 955 ¢ o 13.0 14.1 24.4 21.6 220
INVESTMENT INCOME ..o coo s ma s v — — — 1.3 1.1
13.0 14.1 244 229 23.1
FINANCIAL EXPENSES
Interest on current borrowings .................... 31 0.6 1:3 1.2 0.3
Interest on long-term debt........................ 3.0 4.8 5.0 =1l | 4.8
Interest on inter-company advances ................ — 1.2 1.1 1.2 1.4
Amortization of goodwill and deferred charges....... — 0.7 0.9 0.1 0.1
Loss on foreign exchange. ... v v vurin siom 3w o — — 0.4 0.3 0.4
6.1 7.3 8.7 7.9 7.0
INCOME BEFORE INCOME TAXES ............. 6.9 6.8 15.7 15.0 16.1
PROVISION FOR INCOME TAXES
Current . ... e 6.9 35 9.6 33 7.1
Deferted.... v s s v s s s s s (4.5) 0.2 (2.2) 2.9 (0.2)
2.4 3.7 7.4 6.0 T:
NET INCOME ... ... . . i $ 45 $ 31 $ 83 $ 9.0 $ 86
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PROPANE COMPANY

COMBINED STATEMENT OF CHANGES IN FINANCIAL POSITION
(in millions of Canadian dollars)

OPERATIONS
Cash receipts —

Sales and otherincome ................co.....
Investment iINCOME . . ... ... niieiiinenrnnnnns

Cash disbursements —

Purchases and expenses . ...............cuunnn.
Interest and bank charges .....................
Income taxes .. .....vieerenine i

CASH PROVIDED FROM OPERATIONS ......

INVESTMENT

Additions to fixed assets ......................
Proceeds on disposal of fixed assets . ............
Goodwill and deferred charges .................
Investment in affiliated company ...............

Transfer of investment in affiliated company to

Inter-City Gas Corporation .. ................
Petroleum Incentive Plan grants received ........
Acquisition of subsidiary companies.............
Other MVESMents o voes som v mes 3 sis Fian wdee s

CASH USED IN (GENERATED FROM)

INVESTMENT ACTIVITIES ................

CASH (DEFICIENCY) BEFORE FINANCING ....

FINANCING
Investment by and advances from

Inter-City Gas Corporation ..................
Issuance of long-termdebt ....................
Repayment of long-term debt .. ................

CASH GENERATED FROM (USED IN)

FINANCING ACTIVITIES ..................

DECREASE (INCREASE) IN CASH

PEFICIENCY: s v snniz s vmms s sas mom

CASH DEFICIENCY —

BEGINNING OF PERIOD ..................
CASH DEFICIENCY — END OF PERIOD ... ..

Represented by:

Bank indebtedness .............. ... ... ... ...
LE8E: CaBR: . « oo oo saisns svniaos svamenr s svasove st
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Nine months

ended Year ended
September 30, December 31,
1989 1988 1988 1987 1986
(unaudited)
$211.3 $206.6 $282.3 $251.4 $297.6
-— — — 1.3 0.8
211.3 206.6 282.3 2507 298.4
184.0 176.2 244.2 224.6 254.8
6.1 6.5 T4 7.4 6.3
— 0.8 0.7 1.0 0.2
190.1 183.5 252.4 233.0 261.3
21.2 23.1 29.9 19.7 37.1
16.1 14.7 253 243 31.6
(1.9) (1.3) (2.0) (3.3) (1.4)
0.2 — — 0.2 1.0
— 10.3 11.5 0.8 21.0
— — (23.1) - —
— — — (0.2) (2.2)
— — 3.0 34 2.2
(0.1) - - 4.1 -
14.3 23.7 14.7 29.3 52.2
6.9 (0.6) 152 (9.6) (15.1)
- (0.3) (25.1) 0.8 9.9
4.7 5.0 8.3 12.9 11.6
(5.3) (10.9) (26.9) (9.3) (6.3)
(0.6) (6.2) (43.7) 4.4 15:2
6.3 (6.8) (28.5) (5.2) 0.1
36.5 8.0 8.0 2.8 2.9
30.2 14.8 36.5 8.0 2.8
30.4 15.0 36.7 9.6 6.4
(0.2) (0.2) (0.2) (1.6) (3.6)
$ 30.2 $ 148 $ 36.5 § 8.0 $ 28




PROPANE COMPANY
NOTES TO COMBINED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 1988, 1987 AND 1986
(in millions of Canadian dollars)

BASIS OF COMBINATION

These combined financial statements include the assets, liabilities and results of operations of the propane business (“the Propane
Company”) of Inter-City Gas Corporation (“ICG”) which are proposed to be transferred to a wholly-owned subsidiary of Westcoast
Energy Inc. or, if it assigns its right to purchase Propane Company as permitted under the Arrangement Agreement, to Petro-Canada Inc.
(see note 10). The propane operations were carried out in the following legal entities:

Propane Division — Inter-City Gas Corporation
Propane Leases - Canadian Hydrocarbons Limited
ICG Liquid Gas Ltd.

720463 Ontario Limited

Kavmor Holdings Ltd.

Universal Propane Ltd.

Vigas Propane Ltd.

La Corporation du Gaz de la Cité (1980) Limitée
Gaz Idéal Inc.

Northern Allied Supply (Sudbury) Ltd.

The accompanying combined financial statements have been prepared from the books and records maintained by ICG and its subsidiaries
named above. Such financial statements may not necessarily be indicative of the results of operations that would have been obtained if the
Propane Company had been operated as a legal entity.

Income taxes have been provided in the statement of income at the statutory rates in effect in the respective years on the total results of
operations of the Propane Company. To the extent that a portion of the tax liability has been eliminated by the use of ICG tax deductions,
this portion has been credited to the advances from ICG.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

These financial statements have been prepared in accordance with generally accepted accounting principles in Canada which differ in
certain respects with accounting principles in the United States. The differences between generally accepted accounting principles in
Canada and the United States are described in note 12.

Inventories

Inventories of propane and other petroleum products are valued at the lower of cost (first-in, first-out) and replacement cost. Inventories of
merchandise, materials and supplies are valued at the lower of cost (first-in, first-out) and net realizable value.

Fixed Assets

Fixed assets are recorded at cost less accumulated depreciation. Depreciation is provided on a straight-line basis at the following rates based
on the estimated useful lives of the applicable assets:

Customer installations — 5% to 25%
Buildings and equipment — 5% to 33%
Transportation equipment — 5% to 18%

Fixed assets leased under capital leases are capitalized and depreciated on the same basis and rates as above.

Goodwill

The amounts by which the purchase price of acquired companies exceeds the fair value of the assets acquired are treated as goodwill, and
amortized on a straight-line basis over periods not exceeding ten years.

Deferred Charges

Amortization of financing expenses is provided on a straight-line basis over the terms of the respective debt issues and amortization of
deferred charges is provided on a straight-line basis over periods not exceeding twenty years.

Pension Costs

Pension costs and obligations are determined annually by independent actuaries using management’s best estimate assumptions and the
projected benefit methed prorated on services. Adjustments arising from plan amendments, changes in assumptions, experience gains or
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losses, and the initial actuarial surplus as at January 1, 1987, are amortized on a straight-line basis over the expected average remaining

service life of the employee group.

CHANGE IN ACCOUNTING POLICY

Effective January 1, 1987, to comply with the recommendations issued by the Canadian Institute of Chartered Accountants, the Propane
Company prospectively changed its method of accounting for pension costs and obligations to the method described in note 2 of these
financial statements. Previously, it was the Propane Company’s policy to expense an amount equal to the actuarially determined funding
requirement. The effect of this change on net income for the years ended December 31, 1988 and 1987 is not material.

INVENTORIES

Inventories are classified as follows:

Propane and other petroleum products
Merchandise, materials and supplies

FIXED ASSETS

Property, plant and equipment are classified as follow:

Cusiomer:installations ... o -io6 05558 Se R e e S SRR S RS
Buildings arid SQUIPIICHT v« c.c . n ccoieia aiarwrossionisionie: sinisisiatess a5 airemiainiacs s §:mmymsnting oA
Transportation eqUIPMent .. .......oiiuviiareraretasieraieraseeiaeinianinss
R oocveeemmmaesvms owsarm s s 5o, a7 s o8 T SISO 43S ST T S R S R

Details of assets leased under capital leases and included in fixed assets are as follows:

Customer installations . . . . .. ... e
Buildings and eqUIPmENt . :<omi o siems smcsneasrang Sy S raiee aaeE S e
Transportation eqUIPIMENt . .. .. ..ut ittt ie ittt aii i araa e

LONG-TERM DEBT

The details of long-term debt are as follows:

Bank loan bearing interest at the bank’s prime rate
Term bank loan bearing interest at the bank’s prime rate

Debentures bearing interest at rates varying from 12.75% to bank prime plus 2.5%, due 1991 through to 1993

9.625% sinking fund debentures

11%:sinking fund debentures ... ... ceonissemensissi i Daevisieh S0t SRaRRRE SalaTs e S S
Notes and mortgages at rates varying from 6.33% to prime plus 0.75%, due 1989 through to 1992
Capitalized lease obligations at a weighted average interest rate of 12.4% (1987 — 11.4%)

Less: Curment DOSHON 5 sncss soans it udma s s s i g s i e SE e o e VR e e SRy i

Certain of the Propane Company's fixed assets have been pledged as security for the debentures.
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1988 1987
$ 50 $ 56
10.7 10.2
$15.7 $15.8

1988 1987

Net Net

Accumulated book book

Cost  depreciation value value
$ 954 $ 546 $ 408 $ 386
73.3 30.2 43.1 39.2
41.9 215 204 18.2
4.7 — 4.7 3.9
$215.3 $106.3 $109.0 $ 99.9
1988 1987

Net Net

Accumulated book book

Cost  depreciation value value
$ 97 $ 6.2 $ 35 $ 64
2.1 8 1.3 13
28.6 12.3 16.3 14.6
$ 404 $ 19.3 $ 21.1 $ 223
1988 1987

$— $15.0

5.0 30

...... 1.0 —

— 33

- 22

................ 15 1.9
...................... 23.6 23.2
31.1 48.6

6.0 6.6

$25.1

$42.0



7.

Under the provisions of the various agreements and indentures, excluding capitalized lease obligations, the Propane Company is required to
make the following installments during the next five years:

1989 = conann v oo e T R A SRS T S R S A T $0.7
L e A o RS R St e 09
19901 o cos v oon, e S e S R e A S S O R N R 0.5
Y R D P L e s 0.3
1993 i s i e ST A, B R A T TR e e e B 51
Minimum lease payments required under capital leases are as follows:

LOBD o e mormanssansion it vt o v ot AT o S e e B R T NIRRT SRS $ 76
LO .. . . oie s semminin rimmsmsnsnmons s rmas s sy ey mme v 2 A o L 5 s s e 7.2
VDN, cvorcvuirimnssnerssssamns Sreisis i Tamiots WY (Ae0S SeAsTaTs SR SR oL S A ATV 5.7
L T e e O Y N S S 3:5
L g e U 24
SUbSEUENT VEAPT =555 o i G157 STA AN St misn s rinssersma s hesnss (5 8miae L B ToRini 4.8
Total minimir 16886 PAYIICIILE! .o cocareirviiniaiein aioieiies e Saiean v s T s ivie o 1.2

Less: Amount representing interest ... .........iuiereie ettt 1.6
Balance:of capitalized. leage ODBEAIOORT: =i ssmasinion wsemaramesrinme s aisis $23.6

PENSION PLANS

The Propane Company has various defined benefit pension plans available to substantially all permanent full-time employees. The total
pension expenses for 1988 amounted to $0.1 (1987 — $0.1; 1986 — $0.1). The pension expense for 1988 consisted of the following;

By T S T $08
Interest costs on projected benefit obligation ................... ... .00, 1.0
Return of - assets held i the plansi - v convwvynmmny e seonve s e s e (1.4)
Net amortization and deferral . ... ... ... . _(0.3)
0.1

Substantially all full-time salaried employees of the Propane Company are members of a defined benefit non-contributory ICG pension
plan. The plan is fully funded as at December 31, 1988.

For employees who are members of a union, the Propane Company provides non-contributory defined benefit pension plans. A summary of
pension fund assets and accrued pension benefits for the union plans at December 31, 1988 is as follows:

1988 1987
Market value of pension fund assets .................................... §1.9 $1.7
Actuarial present value of accrued pension benefit ........................ 0.8 0.7

The actuarial present value of accrued pension benefits represents the discounted value of benefits expected to be paid to plan members
based on projected salaries prorated on service. No escalation of salaries is used to determine the actuarial present value of accrued pension
benefits where the pension benefit is fixed and subject to renegotiation.

Certain key assumptions used in determining both the pension expense for 1988 and the actuarial present value of accrued pension benefits
as at December 31, 1988 are as follows:

LT L 1 9.0%
Rate:of:-increase of compensation; JEVEIR .« s svmvaman ok s ains a0 S s 6.5%
Expected long-term rates of return on plan assets ............................... 9.0%

The status of pension plans relating to the union employees as at December 31, 1988 is as follows:

Actuarial present value of —

Veated benelit OBHBANONE s o i s v e T 5 e i e hmsmmmsmrensmsbinarere. o $0.4

Non-vested benefit obligations .......... ... . ... ... .. .. ... ... ... 0.1
Accumilated benefit obIZRLONS - ; i vvviven cnvsainaimses s s e s » 0.5
Additional amounts related to projected salary and wage increases ................ 03
‘Total projected benefit obNGAIONS «.con e wsd o s Aty sam s s Soesns 0.8
Plan assets at fair value . ........... ... . 19
Plan assets in excess of projected benefit obligations............................ 1.1
Unrecognized met 1088 .. ..ottt iir i erirerraraneincnsanans 0.1
Unrecognized net @SS€t . ......o.uiuteiut oot e (0.9)
Prepaid pension cost netted against current liabilities ........................... $0.3
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9.

10.

11.

12.

LEASE COMMITMENTS

Lease rentals expense during the current year amounted to $1.7 (1987 — $1.5; 1986 — $1.5). The approximate aggregate minimum annual
rentals under long-term leases, excluding capital leases, at December 31, 1988, are as follows:

T A D L O R E B0 s B n e T o O, B W - $0.7
DO oo conmmin sl Ve ST s A S e e S N T RS A aovl et 04
e e LI £ T o i T T e = ey W o i ) (O - . N - 0.3
OO oo cioneie crnmsr i s R R S e Ty A e W AT 8 P VAT 02
D I T s Y i D P T T Py e . ORI, ., - 1 oy 0 0.1
SUbSEIUERE YOaTE & oo e oD e i BT S G e VS o e e s s 0.4

RELATED PARTY TRANSACTIONS

Included in operating, selling and administrative expenses for the year ended December 31, 1988 are fees of $2.4 (1987 — $2.3; 1986 —
$3.5) paid to ICG for services provided.

SUBSEQUENT EVENT
Plan of Arrangement

On December 11, 1989, ICG signed an Arrangement Agreement providing for a corporate reorganization of ICG pursuant to which the
Utilities and Propane businesses of 1CG will be transferred to a wholly owned subsidiary of Westcoast Energy Inc. for an aggregate cash
price of approximately $718.7 subject to adjustments. The price includes $487.7 and $231.0 for the Utilities Company and Propane
Company, respectively. The reorganization contemplated in the Arrangement Agreement is to be implemented by way of an Arrangement
under the laws of Manitoba and, as such, will be subject to appropriate shareholder and court approvals, and the receipt of a favourable
advance income tax ruling.

INTERIM FINANCIAL STATEMENTS

Certain information and note disclosures normally included in financial statements prepared in accordance with generally accepted
accounting principles have been omitted with respect to the financial statements covering interim periods. These interim financial
statements should be read in conjunction with the audited financial statements and notes thereto. While the interim financial statements are
unaudited, in the opinion of management, all adjustments (consisting only of normal recurring adjustments) necessary for fair presentation
have been included.

DIFFERENCES BETWEEN UNITED STATES AND CANADIAN ACCOUNTING PRACTICES (UNAUDITED)

Accounting policies adopted by the Propane Company as reflected in these combined financial statements are generally consistent with
accounting principles accepted in the United States (“U.S. GAAP”) with the following exceptions:

(a) As required by Canadian GAAP, the Propane Company is deferring and amortizing the exchange translation gains and losses on
long-term foreign currency denominated monetary items over the term of the related item. Under U.S. GAAP, these gains and losses
would be credited or charged, as appropriate, to income in the year in which they arose.

(b) There are differences between Canadian GAAP and U.S. GAAP in the presentation of the statement of changes in financial position .
Under U.S. GAAP, a reconciliation of net income to net cash flow from operating activities is required where the direct method of
reporting net cash flow from operations is used. As well, U.S. GAAP defines cash and cash equivalents to include cash and short-term,
highly liquid investments, whereas Canadian GAAP defines cash to include cash, net of short-term borrowings.

(¢) In December 1987, the Financial Accounting Standards Board issued a Statement of Financial Accounting Standard (“SFAS™) 96,
Accounting for Income Taxes, which established new accounting rules that will change the manner in which income tax expense is
determined for accounting purposes. Prior U.S. GAAP utilized a deferred method while SFAS 96 utilizes a liability methed under
which deferred tax liabilities are recorded and adjusted for the effect of a change in tax laws or rates. The Propane Company has until
its fiscal year beginning January 1, 1990 to adopt the statement. The Propane Company has not yet estimated the effect of the new
statement.

The effect of these differences is set out below:

(d) Combined Statement of Income
Nine months

ended Year ended
September 30, December 31,
1989 1988 1988 1987 1986
(unaudited)
N T N OOIIIR == vovatsavis s i e Lo o AT G e o il S A 5 A B A L $4.5 $3.1 $8.3 $9.0 $8.6
U.S. GAAP adjustment, net of taxes — Foreign exchange ..................... _ - = = 02
Net income under US. GAAP . ... .. oot e $4.5 $3.1 $8.3 $9.0
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(¢) Combined Statement of Changes in Financial Position

Nine months

ended Year ended
September 30, December 31,
1989 1988 1988 1987 1986
(unaudited)
o LA T T 1T P §45 $.3.1 $ 83 $ 9.0 $ 8.6
Add (deduct) items not involving cash —
Depreciation and amortization .................iiiiiiiiiiiiii e 14.3 13.3 18.5 15.0 12.0
Deferred inCome $AXeS 5o sandianninais des s srsrTsne e vie (4.5) 0.2 (2.2) 2.7 (0.2)
Gain on sale of fixed assets .. ...ttt i (0.3) (0.1) (0.1) (0.3) (0.6)
14.0 16.5 24.5 26.4 19.8
Cash generated from (used in) operating working capital —
Accounts and notes receivable —
iy SRRSO SR SO 5.4 9.2 3.0 (5.4) 10.4
ATRlAtEd COMPANIEE 5o soniimte S T s T500 0, 6wl aTin, g — 12 1.0 (2.0) 5.0
Inventonies . ... ... ..o e 0.7 3.0 0.1 1.7 4.8
Prepaid: eXPenses. . o cuvies s e s R S R S he st e e (0.6) 0.2 — 0.1 (0.3)
Accounts payable and accrued liabilities . ............................... (49) (104) (71) (3.6) (10.0)
INOORTE GO et oo S s e T (P e e e e v m TS 6.9 4.1 8.8 2.8 8.2
Deferred income and deposits . . ... ... ... (0.3) (0.7) (0.4) (0.3) (0.8)
72 6.6 5.4 (6.7) 17.3
Cashprovided Trom: OPErationS?. ... s sl Sasarme S $21.2 $23.1 $29.9 $19.7 $37.1

Certain items in the combined statement of changes in financial position under U.S. GAAP would be as follows:

Nine months
ended Year ended
September 30, December 31,
1989 1988 1988 1987 1986
(unaudited)
Bank indebtedness ...... ... ... ... ... $(63) $ 54 $271 $32 $24
Cash generated from (used in) financing activities ...................... (6.9) (0.8) (16.6) 7.6 17.6
Increase (decrease) incash ........ . ... ... .. ... ... ... ... — (1.4) (1.4) (2.0) 2.5
Cash — beginning of the period. - .. covruvi vovave snonesn svavinss ive 0.2 1.6 1.6 36 1.1
Cash —endof the period .. .......... ... .. .iiiiiiiiiiinnnnnns, 0.2 0.2 0.2 1.6 3.6
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INTER-CITY PRODUCTS CORPORATION
PRO FORMA CONDENSED CONSOLIDATED

FINANCIAL INFORMATION
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PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
INTER-CITY PRODUCTS CORPORATION
COMPILATION REPORT

The accompanying balance sheet as at September 30, 1989 and statements of income for the year ended
December 31, 1988 and for the nine months ended September 30, 1989 illustrate the effects on the consolidated
financial statements of the Corporation of the Arrangement and the sale of the Resources Division and the
investment in Ranger Oil Limited as if these had occurred on January 1, 1988.

To the Directors of
INTER-CI1TY GAS CORPORATION

We have reviewed, as to compilation only, the accompanying pro forma condensed consolidated balance sheet
of Inter-City Products Corporation as at September 30, 1989 and the pro forma condensed consolidated statements
of income for the year ended December 31, 1988 and for the nine months ended September 30, 1989. In our
opinion, the pro forma condensed consolidated balance sheet and pro forma condensed consolidated statements of
income have been properly compiled to give effect to the proposed and actual transactions and the assumptions
described in the notes thereto.

Toronto, Canada (Signed) CooPERS & LYBRAND
December 15, 1989 Chartered Accountants

Comment by Independent Chartered Accountants for United States readers on
Canada-United States Reporting Conflict

The above opinion is expressed in accordance with standards of reporting generally accepted in Canada. Such
standards contemplate the expression of an opinion with respect to the compilation of pro forma financial
statements. United States standards do not provide for the expression of an opinion on the compilation of pro forma
financial statements. To report in conformity with United States standards on the reasonableness of the pro forma
adjustments and their application to the pro forma financial statements would require an examination which would
be substantially greater in scope than the procedures we have performed. Consequently, under United States
standards, we would be unable to express any opinion with respect to the compilation of the accompanying pro
forma condensed consolidated financial statements.

Toronto, Canada (Signed) CooPERS & LYBRAND
December 15, 1989 Chartered Accountants
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INTER-CITY PRODUCTS CORPORATION

PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

ASSETS

CURRENT ASSETS
Accounts and notes receivable . .
Short-term investments........
Inventories ..................
Other current assets ..........

INVESTMENTS ..............
INTER-COMPANY
ADVANCES RECEIVABLE ..
DISCONTINUED OIL AND
GAS PROPERTIES — at
COUIY: v oo & s e wios mns
NET FIXED ASSETS .........
DEFERRED COSTS...........

LIABILITIES
CURRENT LIABILITIES
Bank advances coiee o o c oo
Accounts payable and accrued
liabilities . .................
Current portion of long-term
debt cons porsmnn venn s v

LONG-TERM DEBT ..........
OTHER LONG-TERM
LIABILITIES ...............

REDEEMABLE PREFERENCE
SHARES ; oo covnonie s e s
SHAREHOLDERS’ EQUITY ...

AS AT SEPTEMBER 30, 1989
(UNAUDITED)

(In Millions of Canadian Dollars)

Arrangement
Impact of sale Transfer of
of Investment Utilities Propane Pro forma

ICG in Ranger Company Company Other total

(1) (2) (3) (4) (5) (6)
$ 255.0 — $ (70.1) $ (327) $ 6.13(b) $158.3

78.4 (74.3)2(c) — — (4.1)3(c) —
199.5 — (32.8) (15.0) — 151.7
21.9 — (7.0) (1.7) — 13.2
554.8 (74.3) (109.9) (49.4) 2.0 323.2
80.5 — (35.5) (0.5) (43.2)3(c) 13

= - (436) — 43.63) —
3.7 — — — — 3.7
1,128.3 — (856.5) (109.7) (6.4)3(d) 155.7
12.3 - (6.6) (3.0) — 2.7
$1,779.6 $(74.3) $(1,052.1) $(162.6) $ (4.0) $486.6
$ 2840 $(74.3)2(c) $ (47.4) $ (304) $ (56.8)3(e) $ 75.1
220.0 — (116.1) (25.2) 40.13(p 118.8
73.8 — (50.4) (6.0) (3.4)3(g) 14.0
577.8 (74.3) (213.9) (61.6) (20.1) 207.9
5433 —_ (326.3) (24.5) (74.3)3(g) 118.2
154.5 — (133.7) (0.8) (17.5)3(h) 2.5
1,275.6 (74.3) (673.9) (86.9) (111.9) 328.6

63.5 — (28.2) — (35.3)3¢) —
440.5 — (350.0) (75.7) 143.23(j) 158.0
$1,779.6 $(74.3) $(1,052.1) $(162.6) $ (4.0 $486.6

(See accompanying notes to unaudited pro forma condensed consolidated financial information)
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INTER-CITY PRODUCTS CORPORATION

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1989
(UNAUDITED)

(In Millions of Canadian Dollars, except per share amounts)

I o Arrangement
n;:lzco: Transfer of
Resources Utilities Propane Pro forma
ICG Division Company Company Other total
(1) (2) (3) (4) (5) (6)
OPERATING REVENUE ....... $1,388.1 $— $(574.0) $(206.2) $ — $607.9
OPERATING COSTS
Costsof sales ................. 968.0 — (409.1) (108.5) — 450.4
Operating, selling and
administrative . ;o o vvs sonn oe 2473 — (83.6) (70.9) (2.3)4(b) 90.5
DEprectation : o sos & ves wan o 50.7 — (21.7) (13.8) (0.5)4(b) 14.7
1,266.0 — (514.4) (193.2) (2.8) 555.6
OPERATING PROFIT.......... 122.1 — (59.6) (13.0) 2.8 523
INVESTMENT INCOME ....... 11.6 (1.2)4(a) (i) (3.2) — (6.8)4(c) 0.4
133.7 (1:2) (62.8) (13.0) (4.0) 52.7
FINANCIAL EXPENSES ....... 72.7 (5.8)4(a) (i) (30.0) (6.1) (12.6)4(d) 18.2
INCOME BEFORE TAXES ..... 61.0 4.6 (32.8) (6.9) 8.6 345
PROVISION FOR TAXES ...... 24.7 2.1 4(a) (iii) (11.7) (2.4) 4.5 4(e) 17.2
INCOME AFTER TAXES....... 36.3 25 (21:1) (4.5) 4.1 17.3
MINORITY INTERESTS IN
SUBSIDIARIES ... .cov oo sas (1.6) S — — 1.6 4(f) —
INCOME FROM CONTINUING
OPERATIONS ............... 34.7 2:5 (21.1) (4.5) 5.7 17.3
DISCONTINUED OPERATIONS 12 (1.2)4(a) (iv) — — — -
NET INCOME................. 359 1.3 (21.1) (4.5) 5.1 17:3
DIVIDENDS ON PREFERENCE
SHARES . i 2one wous wvns s 8.3 — — — (4.7)4(g) 3.6
NET INCOME TO COMMON
SHAREHOLDERS ........... $ 276 $ 1.3 $(21.1) $§ (45 §$ 104 $ 137
NUMBER OF COMMON
SHARES OUTSTANDING
(I MAIONS]) o s vl svvans wvasa 232 7.2
NET INCOME PER COMMON
SHARE
Basic
From continuing operations . . . $1.13 $1.89 4(h)
Fully diluted
From continuing operations . .. $1.10 (Note 1)

(See accompanying notes to unaudited pro forma condensed consolidated financial information)
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INTER-CITY PRODUCTS CORPORATION

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 1988
(UNAUDITED)

(In Millions of Canadian Dollars, except per share amounts)

OPERATING REVENUE .........
OPERATING COSTS
Costs of gales "= o soe vy o
Operating, selling and
administrative. .. ..............
DEPreCIAtION «c <:oisiesvas o v svwrecs s

OPERATING PROFIT............
INVESTMENT INCOME..........

FINANCIAL EXPENSES.........

INCOME BEFORE TAXES .......
PROVISION FOR TAXES ........

INCOME AFTER TAXES ........
MINORITY INTERESTS IN

SUBSIDIARIES ...............

INCOME FROM CONTINUING
OPERATIONS .................
DISCONTINUED OPERATIONS

NET INCOME BEFORE
EXTRAORDINARY ITEM......
EXTRAORDINARY ITEM........

NET INCOME...................
DIVIDENDS ON PREFERENCE
SHARES®, ..o s s vties sinin o

NET INCOME TO COMMON
SHAREHOLDERS ,...........:

NUMBER OF COMMON SHARES

OUTSTANDING (in millions) ...

NET INCOME PER COMMON
SHARE
Basic
From continuing operations .. ...

Fully diluted
From continuing operations . . . ..

Impact of
sale of
Resources
ICG Division
(1) (2)
$1,761.4 $—
1,223:3 —
315.2 —
61.6 —
1,600.1 —
161.3 —
12.7 —
174.0 —
89.6 (10.9)5(a) (i)
84.4 10.9
35.5 4.8 5(a) (ii)
48.9 6.1
(2.4) —_
46.5 6.1
(6.7) 6.7 5(a) (iii)
39.8 12.8
39.8 12.8
11.9 -
$ 279 $12.8
22.7
$1.52
$1.47

Arrangement
Transfer of
Utilities Propane Pro forma
Company Company Other total
(3) (4) (5) (6)
$(770.7) $(2776) $ — $713.1
(536.3) (147.3) — 539.7
(109.7) (88.9) (3.0)5(b) 113.6
(25.9) (17.0) 0.6 5(b) 19:3
(671.9) (253.2) (2.4) 672.6
(98.8) (24.4) 2.4 40.5
(6.6) - (4.6)5(c) 1.5
(105.4) (24.4) (2.2) 42.0
(37.9) (8.7) (17.9)5(d) 14.2
(67.5) (15.7) 15.7 27.8
(26.3) (7.4) 7.1 5(e) 13.7
(41.2) (8.3) 8.6 14.1
—_ — 2.45(f) —
(41.2) (8.3) 11.0 14.1
(41.2) (8.3) 11.0 14.1
[ 2.0) — 2.05() —
(43.2) (8.3) 13.0 14.1
— — (6.4)5(g) 53
$(432) $ (8.3) $ 194 $ 8.6
1.2
$1.19 5(h)
(Note 1)

(See accompanying notes to unaudited pro forma condensed consolidated financial information)
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INTER-CITY PRODUCTS CORPORATION

NOTES TO PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
(UNAUDITED)

(In Millions of Canadian Dollars)

The unaudited pro forma condensed consolidated financial statements have been prepared by management from the audited consolidated
financial statements of Inter-City Gas Corporation (“ICG”) for the year ended December 31, 1988 and the unaudited consolidated
financial statements of ICG for the nine months ended September 30, 1989 and should be read in conjunction with such statements,
including notes thereto.

These financial statements may not be indicative of the results that actually would have occurred if the events reflected herein had been in
effect on the dates indicated or of the results which may be obtained in the future. Also, the interim results for the nine months ended
September 30, 1989 are not necessarily indicative of the results to be expected for the full year.

The pro forma condensed consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting
principles (*Canadian GAAP”), the application of which conforms in all material respect with United States generally accepted accounting
principles (“U.S. GAAP").

The conversion price for the Class C 8% Convertible preference shares to common shares will be equal to 110% of the market price for
Inter-City Products common shares, determined as the weighted average closing price of the common shares on The Toronto Stock
Exchange during a 20-day trading period in 1990. Consequently at this time, the Corporation is unable to determine the effect of the
convertible preference shares on the fully diluted earnings per share under Canadian GAAP and the primary earnings per share under
U.S. GAAP.

The pro forma condensed consolidated financial statements give effect to:

(a) The Arrangement whereby ICG will be reorganized so that its Utilities and Propane businesses will be held by the Utilities Company
and the Propane Company, respectively, the shares of which will be directly owned by the common shareholders of ICG. All the
shares of the Utilities Company and the Propane Company will then be sold by such shareholders to a wholly-owned subsidiary of
Westcoast Energy Inc. which will pay total consideration of $718.7, including the assumption of $112.1 in debt of ICG and the cash
payment of $606.6. Furthermore, ICG shareholders will hold common shares of Inter-City Products Corporation which will continue
to carry on ICG’s energy products business.

(b) The disposition of the Resources Division which was sold effective April 30, 1989. These pro forma financial statements reflect the
sale as if it had occurred on January I, 1988 (column 2 on the pro forma condensed consolidated statements of income).

(c) The sale of the investment in Ranger Oil Limited (“Ranger”) which was sold effective December 8, 1989. These pro forma financial
statements reflect the sale as if it had occurred on January 1, 1988 (column 2 on the pro forma condensed consolidated balance
sheet).

The pro forma condensed consolidated balance sheet as at September 30, 1989 gives effect to the following transactions, which will become
effective upon the completion of the Arrangement, as if they had occurred on September 30, 1989:

(a) Columns 3 and 4 reflect the transfer of Utilities and Propane Companies and the reclassification of certain accounts to conform with
ICG’s consolidated presentation. Total assets under column 3 have been increased by $118.7 from the amount reported in the Utilities
Company Combined Balance Sheet. This increase represents the reclassification of the figure relating to Customer Contributions In
Aid of Construction as Other Long-Term Liabilities in these financial statements. The reclassifications in columns 3 and 4 do not
affect the shareholders’ equity sections of the Utilities and Propane Companies.

(b) The settlement of inter-company payables.

(¢) The collection of the note receivable owed by Norcen (“Norcen note™) ($45.6) which will be assumed by MICC Investments
Limited and the employee share purchase plan loans ($1.7).

(d) Miscellaneous reclassifications and adjustments arising from the transfer of the Utilities and Propane Companies.

(e) Net effect of the collection of the Norcen note ($45.6), the collection of net inter-company receivables ($30.9), the exercise of
outstanding ICG employee stock options for ICG common shares ($12.2), the collection of the employee share purchase plan loans
($1.7), the refinancing of long-term debt to bank advances ($7.1), the payment for the costs of the Arrangement ($28.0), the
redemption of the Second preference shares — Series A and Series B ($2.5) and other miscellaneous adjustments ($4.0).

(f) The settlement of inter-company receivables ($34.0) and other miscellaneous adjustments ($6.1).

(g) The reduction in long-term debt resulting from the assumption of certain non-trade liabilities by Westcoast ($70.6) and the
reclassification of long-term debt to bank advances ($7.1).

(h) The elimination of minority interests in subsidiaries arising from the transfer of the Utilities Company ($28.2), the settlement of
inter-company receivables ($1.0) and other miscellaneous adjustments ($9.7).

(i)  The reconstitution of the redeemable First preference shares — Series A as Class C 8% convertible preference shares ($61.0), which
is included in shareholders’ equity, redemption of the Second preference shares — Series A and Series B ($2.5) and the elimination of
the redeemable preference shares arising from the transfer of the Utilities Company ($28.2).
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3

4,

5.

0

The adjustment to shareholders’ equity of $143.2 has been calculated to arrive at pro forma consolidated shareholders’ equity of $158.0
as follows:

ICG consolidated shareholders’ equity..........c..ooutiieiiii i, $440.5
Pro forma adjustments:
Reconstitution of redeemable First preference shares as Class C 8% convertible preference

BRBTER' oo im e en DR e T R e ST AT S e R e 61.0
Exercise of employee stock options ............c.coiiiiiiiiiiiiiiiiiiii i 12.2
Estimated additional equity based on earnings for Ultilities and Propane Companies ....... 329
Net gain on distribution of Utilities and Propane Companies................cvvuvennn.. 219.0
Distribiition (o shareRolIeTs . . v un vsine vome@sisis s wia i il s ek SR s &3 (606.6)
L8 1T A R AU (1.0)

Pro forma: consolidated sharcholders? equity : - i covicorano v s nedie s sien Sad Sas edmess o $158.0

The pro forma condensed consolidated statement of income for the nine months ended September 30, 1989 gives effect to the following
transactions as if they had occurred on January 1, 1988:

(a)

(b)
(c)
(d)

(e)
(f
(g)

(h)

Columns 3 and 4 reflect the transfer of Utilities and Propane Companies. Column 2 reflects the disposition of the Resources Division
as if it had occurred on January 1, 1988:

(i)  The elimination of interest income on net proceeds on sale of the Resources Division from the date of sale to the date of receipt
of proceeds.

(ii) The reduction in financial expenses assuming the repayment of long-term debt on January 1, 1988 using the net proceeds on sale
of the Resources Division of $108.2 from January 1, 1989 to the date of receipt of proceeds.

(iii) The tax effect for items described in (i) and (ii) above.

(iv) The removal of the results of discontinued operations.

The expected reduction in operating, selling and administrative costs and depreciation charges as a result of the reorganization.
The elimination of the interest income on the Norcen note ($2.6) and the gain on sale of investment in Turbo Resources ($4.2).

The reduction in financial expenses resulting from the assumption of $112.1 of certain non-trade liabilities by Westcoast ($10.0) and
the elimination of interest expense ($2.6).

The tax effect for items described in 4(b) to 4(d) above.
The removal of non-recurring items from the resultant entity.

The elimination of dividends on preference shares resulting from the redemption of Second preference shares — Series A and Series B
and the conversion of Third preference shares — 1985 Series to common shares.

Basic net income per common share was calculated based on a four for one subdivision of the ICG common shares.

The pro forma condensed consolidated statement of income for the year ended December 31, 1988 gives effect to the following transactions
as if they had occurred on January 1, 1988:

(a)

(b)

(c)
(d)

(e)
€))
(8)

(h)

Columns 3 and 4 reflect the transfer of Utilities and Propane Companies. Column 2 reflects the disposition of the Resources Division
as if it had occurred on January 1, 1988:

(i) The reduction in 1988 financial expenses assuming the repayment of long-term debt on January 1, 1988 using the net proceeds
on sale of the Resources Division of $108.2.

(ii) The tax effect for the item described in (a) (i) above.
(iii) The removal of the results of discontinued operations.

The expected reduction in operating, selling and administrative costs and increase in depreciation charges as a result of the
Arrangement.

The elimination of interest income on the Norcen note receivable ($3.6) and other non-recurring items ($1.0).

The reduction in financial expenses resulting from the assumption of $112.1 of certain non-trade liabilities by Westcoast ($14.3) and
the elimination of interest expense ($3.6).

The tax effect for items described in 5(b) to 5(d) above.
The removal of non-recurring items from the resultant entity.

The elimination of dividends on preference shares resulting from the redemption of Second preference shares — Series A and Series B
and the conversion of Third preference shares — 1985 Series to common shares.

Basic net income per common share was calculated based on a four for one subdivision of the ICG common shares.
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APPROVAL OF DIRECTORS

The contents and the sending of this Management Proxy Circular to Shareholders and Option Holders of Inter-
City Gas Corporation have been approved by the Board of Directors of Inter-City Gas Corporation.

DATED at Winnipeg, Manitoba, this 14th day of February, 1990.

///a./a:

J. E. CARSTAIRS
Secretary
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SCHEDULE A

ARRANGEMENT RESOLUTION
Arrangement under Section 185 of the
Corporations Act (Manitoba)

BE IT RESOLVED AS A SPECIAL RESOLUTION THAT:

1.

The Arrangement Agreement dated December 11, 1989 as amended and restated as of February 12, 1990 (the
“Arrangement Agreement”) among the Corporation, Westcoast Energy Inc., WestCoast Gas Inc., Central
Capital Corporation, 2451417 Manitoba Ltd., The Chancellor Holdings Corporation, 2484685 Manitoba Ltd.
and MICC Investments Limited attached as Schedule C to the Management Information Circular and Proxy
Statement accompanying the notice of this meeting as the same may be amended in accordance with its terms
is confirmed, ratified and approved;

The arrangement under Section 185 of the Corporations Act (Manitoba) set forth in the Arrangement
attached as Exhibit 1 to Schedule C to the Management Information Circular and Proxy Statement
accompanying the notice of this meeting as the same may be amended in accordance with the terms of the
Arrangement Agreement is approved and authorized;

Notwithstanding that this resolution has been duly passed by the shareholders of the Corporation, the Board of
Directors of the Corporation may, without further approval of the shareholders, revoke this resolution at any
time prior to the issue of a certificate of amendment giving effect to the arrangement and determine not to
proceed with the arrangement; and

Any director or officer of the Corporation is authorized and directed, for and on behalf of the Corporation, to
execute and deliver Articles of Arrangement and to do all things and to execute and, if appropriate, deliver all
documents and instruments which in the opinion of the person so executing or doing are necessary or desirable
to carry out the purpose of this special resolution.
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SCHEDULE B

BOARD SIZE RESOLUTION

RESOLVED AS A SPECIAL RESOLUTION THAT:

1.

In accordance with the provisions of The Corporations Act (Manitoba) and the Articles of Incorporation of the
Corporation, the number of directors of the Corporation and the number of directors to be elected at each
annual meeting of shareholders is fixed at five.

This resolution shall be effective as of the time that the articles of arrangement giving effect to the
Arrangement described in the Management Information Circular and Proxy Statement accompanying the
Notice of this meeting are effective.

Notwithstanding that this resolution has been duly passed by the shareholders of the Corporation, the Board of
Directors of the Corporation may, without further approval of the shareholders, revoke this resolution at any
time prior to its becoming effective.
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SCHEDULE C

AMENDED AND RESTATED
ARRANGEMENT AGREEMENT

AMONG

INTER-CITY GAS CORPORATION
WESTCOAST ENERGY INC.
WESTCOAST GAS INC.

CENTRAL CAPITAL CORPORATION
THE CHANCELLOR HOLDINGS CORPORATION
2451417 MANITOBA LTD.

2484685 MANITOBA LTD.

MICC INVESTMENTS LIMITED

DECEMBER 11, 1989
AS AMENDED AND RESTATED AS OF FEBRUARY 12, 1990
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ARRANGEMENT AGREEMENT

MEMORANDUM OF AGREEMENT made the 11th day of December, 1989, as amended and restated as of the

12th day of February, 1990.

AMONG:

INTER-CITY GAS CORPORATION,
a corporation amalgamated under the laws of the Province of Manitoba,
(hereinafter called “ICG”™),
OF THE FIRST PART,
— and —
WESTCOAST ENERGY INC,,

a corporation incorporated under the laws of Canada,
(hereinafter called “Westcoast™),

OF THE SECOND PART,
— and —
WESTCOAST GAS INC,,

a corporation incorporated under the laws of Canada,
(hereinafter called the “Purchaser”),

OF THE THIRD PART,
— and —
CENTRAL CAPITAL CORPORATION,

a corporation amalgamated under the laws of Canada,
(hereinafter called “Central”),
OF THE FOURTH PART,
— and —
THE CHANCELLOR HOLDINGS CORPORATION,
a corporation incorporated under
the laws of the Province of Manitoba,
(hereinafter called “Chancellor”),
OF THE FIFTH PART,
— and —
2451417 MANITOBA LTD,,
a corporation incorporated under
the laws of the Province of Manitoba,
(hereinafter called *2451417),
OF THE SIXTH PART,
— and —
2484685 MANITOBA LTD.,
a corporation incorporated under the laws of

the Province of Manitoba,
(hereinafter called “Newco™),

OF THE SEVENTH PART,
— and —

MICC INVESTMENTS LIMITED,
a corporation incorporated under the laws of Canada,
(hereinafter called “MICCI”),

OF THE EIGHTH PART.
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WHEREAS subject to the terms and conditions set forth in this Agreement, ICG intends to propose the
Arrangement to the holders of its Common Shares, First Preference Shares, Third Preference Shares and Options
pursuant to and in accordance with the provisions of Section 185 of the Act;

AND WHEREAS it is proposed that, pursuant to the Arrangement, the Purchaser, a wholly-owned subsidiary
of Westcoast, will acquire all of the issued and outstanding shares of 2451417 and all of the issued and outstanding
shares of Chancellor and that 2451417 and Chancellor will, on the Effective Date, own all of the issued and
outstanding shares of Utilities Canada and Propane Corp., respectively;

AND WHEREAS Central and its subsidiaries own, in the aggregate, 10,570,400 Common Shares and 223,800
Third Preference Shares, it is proposed that a subsidiary of Central acquire before the ICG Special Meeting all of
the outstanding First Preference Shares and Central has agreed with Westcoast and the Purchaser, subject to the
terms and conditions herein contained, to cause all shares in the capital of ICG beneficially owned by Central or any
of its subsidiaries to be voted at the ICG Special Meeting in favour of the Arrangement;

NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in consideration of the respective
covenants and agreements herein contained, the parties hereto covenant and agree as follows:

ARTICLE 1
INTERPRETATION
1.1 Definitions

In this Agreement, unless there is something in the subject matter or context inconsistent therewith, the
following terms shall have the following meanings, respectively:

“Act” means The Corporations Act (Manitoba);

“Alberta Marketing Operations” means those common stream agreements, gas purchase agreements,
transportation agreements and meter equipment which have been identified in writing by ICG to Westcoast
and the Purchaser;

“Arrangement” means an arrangement under the provisions of Section 185 of the Act on the terms and
conditions set out in Exhibit 1 hereto or any amendment or variation thereto made by written agreement of all
of the parties hereto;

“Audited 1988 Financial Statements” means the audited consolidated balance sheet of ICG as at
December 31, 1988 and the related consolidated statement of income, retained earnings and changes in
financial position for the year ended December 31, 1988, together with the notes thereto and the report thereon
dated February 20, 1989 of Coopers & Lybrand, independent chartered accountants;

“Bank Confirmation Letter”’ means a letter or letters to be delivered to ICG at the request of Westcoast by a
Canadian chartered bank or banks acceptable to ICG confirming the availability at the Effective Time of an
amount equal to the Required Cash Amount, in the form and on terms of the draft letter identified in writing
by Westcoast and ICG;

“Break Fee" means $10,000,000 or, if the Third Party making the offer or proposal referred to in Section 6.10
giving rise to ICG’s obligation to pay the Break Fee is a party which has entered into a confidentiality
agreement with ICG on or after September 2, 1988, $15,000,000;

“Business Day™ means a day which is not a Saturday, Sunday or statutory holiday within the meaning of the
Interpretation Act (Canada);

“CA" means the Competition Act (Canada);

“CCMI"" means Central Capital Management Inc., a corporation incorporated under the laws of Canada, or any
successor thereof;

“Canadian Tax Act” means the Income Tax Act (Canada);
“Central Group” means, collectively, Central, Chancellor, Newco and 2451417 and “member of the Central
Group” means each or any of the foregoing, individually as the context may require;
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“Central/Norcen Agreement” means the agreement proposed to be made among Central, MICCI, Norcen and
Norcen International Ltd. in the form and on the terms of the agreement, a copy of which has been identified
in writing by Central, Westcoast and 1CG;

“Central Subsidiaries” means, collectively, MICCI, MICC, Chancellor, 2451417, Newco, 2451409 Manitoba
Ltd. and CCMI;

“Chancellor Butterfly Shares” means special shares in the capital of Chancellor;
“Chancellor Common Shares” means common shares in the capital of Chancellor;
“Chancellor Preference Shares” means preference shares in the capital of Chancellor;

“Chancellor Purchase Agreement” means the agreement of purchase and sale to be made between Chancellor
and ICG pursuant to which Chancellor shall acquire all of the issued and outstanding shares of Propane Corp.
from ICG in consideration for the issue by Chancellor to ICG of Chancellor Butterfly Shares;

“Chancellor Redemption Note” means the non-interest bearing demand promissory note in the aggregate
principal amount of the Propane Cash Portion to be issued by Chancellor pursuant to the Arrangement in the
form and on the terms of the note, a copy of which has been identified in writing by Central, Westcoast and
ICG;

“Class C 8% Convertible Preference Shares” means the 8% Cumulative Redeemable Convertible Class C
Preference Shares into which the First Preference Shares shall be changed pursuant to the Arrangement;

“Common Shares” means common shares in the capital of ICG;
“Court” means the Manitoba Court of Queen’s Bench;

“Depositary” means Central Guaranty Trust Company at its offices in Vancouver, Calgary, Regina, Winnipeg,
Toronto, Montreal, and Halifax or such other trust company satisfactory to Westcoast, acting reasonably, as
ICG may appoint;

“Designated Propane Nominee” means the person identified in writing by Westcoast to ICG on or prior to the
date hereof as the proposed purchaser of the shares of Chancellor;

“Disclosure Filings” means ICG’s Form 10-K for the fiscal year ended December 31, 1988, all documents
incorporated therein by reference and any other documents which have been filed by ICG with the United
States Securities and Exchange Commission between the date of filing of such Form 10-K and May 30, 1989
and which were placed in the public file of the Securities and Exchange Commission on or before May 30,
1989;

“Dissenting Shareholders" has the meaning ascribed thereto in Section 4.1 of the Arrangement;
“Dissenting Shares” has the meaning ascribed thereto in the Arrangement;

“Dividend Reinvestment and Share Purchase Plan” means the dividend reinvestment and share purchase plan
established by ICG;

“Documents” means Westcoast’s Form 10-K for the fiscal year ended December 31, 1988;

“Effective Date” means the date shown on the certificate of amendment to be issued under the Act giving
effect to the Arrangement,

“Effective Time" means the effective time of the Arrangement on the Effective Date as shown on the
certificate of amendment to be issued under the Act giving effect to the Arrangement;

“Employee Share Option Plan” means the employee stock option plan established by ICG;
“Employee Share Ownership Plan” means the employee share ownership plan established by 1CG;
“Estimated Propane Earnings” has the meaning ascribed thereto in Section 7.4 of this Agreement;

“Estimated Utilities Earnings’ has the meaning ascribed thereto in Section 7.3 of this Agreement;
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“Excluded Expenses” means out-of-pocket expenses incurred by Central in connection with legal advice
received by Central with respect to:

(a) the application of Section 92 of the Securities Act (Ontario) to the potential sale by Central and the
Central Subsidiaries of the shares of ICG beneficially held by them;

(b) the acquisition, reorganization and status of Chancellor, 2451417 and 2451409 Manitoba Ltd. including
the acquisition by any of such corporations of shares of ICG previously held by Central or any of the
Central Subsidiaries and the transactions effected by such corporations on or about June 28, 1989;

(c) the application of the provisions of the Canadian Tax Act and other applicable tax laws to Central and
the Central Subsidiaries as a result of the participation of the Central Subsidiaries or any of them in the
transactions contemplated by this Agreement and the Arrangement (other than the transactions
contemplated by Section 6.3 of this Agreement and Sections 3.1(t) and 3.1(v) of the Arrangement);

(d) the drafting and negotiation of Articles IV and I1X and Sections 6.9(b) and 6.10(b) of this Agreement;

(e) the performance by the directors and officers of Central who are directors of ICG of their duties and
obligations in such capacity; and

(f) shareholders’ approval of the Arrangement.
“Final Order” means the final order of the Court approving the Arrangement;
“First Preference Shares’” means First Preference shares eight per cent (8%) Series A in the capital of ICG;

“GAAP” means the generally accepted accounting principles, as recommended in the Handbook of the
Canadian Institute of Chartered Accountants;

“HSR Act” means the United States Hart-Scott-Rodino Antitrust Improvements Act of 1976;

“ICG Circular” means the management information circular and proxy statement of ICG to be prepared in
connection with the ICG Special Meeting;

“ICG Non-Trade Liabilities” means liabilities of ICG which ICG and Westcoast have agreed in writing on or
before the date hereof are ICG Non-Trade Liabilities for purposes of this Agreement which liabilities, for
greater certainty, do not, prior to the Propane Incorporation, constitute liabilities of the Propane Business;

“ICG Special Meeting” means the special meeting of the holders of Common Shares, First Preference Shares,
Third Preference Shares and Options to be held to consider and, if deemed advisable, to approve the
Arrangement;

“Interim Order” means the interim order of the Court pursuant to the application therefor contemplated by
Section 2.1 hereof;

“Itron Securities” means, collectively, the series B preferred shares, common stock purchase warrants and
increasing rate subordinated note of Itron, Inc. held by CHL Holdings Inc. and five units of AMRplus Partners
held by CHL Holdings Inc,;

“Manitoba Pipeline” means the 60% joint venture interest of ICG in the Manitoba pipeline joint venture
established pursuant to the agreement dated September 1, 1984 entered into by ICG, Omega Hydrocarbons
Limited and The Manitoba OQil and Gas Corporation (its interest now held by Tundra Qil and Gas Limited);

“MICC" means The Mortgage Insurance Company of Canada, a corporation governed by the Canadian and
British Insurance Companies Act;

“NASCO" means Northern Allied Supply (Sudbury) Ltd., a corporation incorporated under the laws of the
Province of Ontario;

“Newco Butterfly Shares' means special shares in the capital of Newco;

“Newco Redemption Note” means the non-interest bearing demand promissory note in the aggregate principal
amount of the Utilities Cash Portion to be issued by Newco pursuant to the Arrangement in the form and on
the terms of the note, a copy of which has been identified in writing by Central, Westcoast and 1CG;

“Norcen” means Norcen Energy Resources Limited;
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“Norcen Note” means the demand subordinated note dated October 27, 1975 and bearing interest at 7.6% per
annum owing by Norcen to ICG;

“Option Agreement” means the agreement dated June 29, 1989 and made between Central and MICC
pursuant to which Central granted to MICC an option to purchase the sole issued and outstanding Chancellor
Common Share;

“Options” means all options issued and outstanding pursuant to the Employee Share Option Plan;

“Ordinary Shares” means the ordinary shares in the capital of ICG after giving effect to Section 3.1(t) of the
Arrangement;

“Outstanding Common Shares” means the issued and outstanding Common Shares immediately prior to giving
effect to the provisions of Section 3.1(e) of the Arrangement, other than Dissenting Shares;

“Pension and Benefits Agreement’ means the pension and benefits agreement to be made among Westcoast,
the Purchaser, ICG, Propane Corp. and Utilities Canada pursuant to which responsibility for, and the assets
and liabilities relating to, the union and salaried pension and group benefit plans of ICG will be allocated
amongst ICG, Utilities Canada and Propane Corp.;

“prior practice” means, when used with respect to Propane Corp. or the Propane Business, such practice as is
consistent with the prior practice of ICG, its predecessors and NASCO in carrying on the Propane Business
and, when used with respect to Utilities Canada or the Utilities Business, such practice as is consistent with the
prior practice of ICG, Utilities Canada, the subsidiaries of Utilities Canada, and their predecessors in carrying
on the Utilities Business;

“Propane Business” means the businesses of distributing and marketing propane, gasoline and related products,
equipment and services and all operations ancillary thereto carried on by ICG, as successor to and in
continuation of its predecessor bodies corporate and includes the business carried on by NASCO;

“Propane Cash Portion” means the lesser of (a) the Propane Total and (b) the product obtained by
multiplying:
(i) the number of Outstanding Common Shares; by
(ii) the product obtained by multiplying:
(A) $21.00; by
(B) the Propane Factor;

“Propane Corp.” means a corporation to be incorporated under the laws of Manitoba under the name ICG
Propane Inc., which shall acquire the assets, property and undertaking of the Propane Business from ICG in
accordance with the provisions of Section 6.1(e) hereof;

“Propane Debt Portion”” means the Propane Total less the Propane Cash Portion;

“Propane Earnings” means the income (or loss) before income taxes (and after interest expense) of the
Propane Business for the period commencing on January 1, 1989 and terminating on December 31, 1989,
determined in accordance with GAAP consistently applied, less income taxes, if any, payable by NASCO in
respect of its income during such period;

“Propane Factor” means (a) the quotient obtained by dividing the Propane Total by the sum of the Utilities
Total and the Propane Total; for such purposes, the Propane Total and Ultilities Total shall be determined on
the basis that the references in the respective definitions thereof to Propane Earnings and Utilities Earnings
were references to Estimated Propane Earnings and Estimated Utilities Earnings, respectively; or (b) such
other amount (being greater than or equal to zero and less than or equal to one) as Westcoast and ICG may
mutually agree upon in writing prior to the Effective Time;

“Propane Incorporation” means the completion of the transactions contemplated by Section 6.1(e) hereof;

“Propane 1988 Financial Statements™ means the combined balance sheet as at December 31, 1988 and the
related combined statement of income and combined statement of changes in financial position for the year
ended December 31, 1988 for the Propane Business, together with the notes thereto, copies of which have been
identified in writing by ICG and Westcoast;
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“Propane Pro Forma Transactions” means the transactions contemplated by Sections 6.1(¢e), 6.1(f) and 6.2 of
this Agreement;

“Propane Total” means the aggregate of (i) $220,800,000, (ii) (A) if the Propane Earnings equal or exceed
$10,000,000, an amount equal to 50% of the Propane Earnings or (B) in any other event an amount equal to
the Propane Earnings less $5,000,000 and (iii) $3,000,000;

“Required Cash Amount” has the meaning ascribed thereto in Section 2.4;

“Roll Down Agreement” means the agreement of purchase and sale to be made between ICG and Propane
Corp. pursuant to which Propane Corp. shall acquire the assets, property and undertaking of the Propane
Business from ICG in consideration for the issue by Propane Corp. to ICG of common shares of Propane Corp.
and the assumption by Propane Corp. of the liabilities of ICG contemplated by Section 6.1 (e) hereof pursuant
to the provisions of the Roll Down Assumption Agreement;

“Roll Down Assumption Agreement” means the assumption agreement to be made between ICG and Propane
Corp. pursuant to the Roll Down Agreement pursuant to which Propane Corp. shall assume the liabilities of
ICG contemplated by Section 6.1(e) hereof;

“Second Preference Shares” means Second Preference shares six and one-half per cent (62%) Series A and
Second Preference shares seven and one-half per cent (7%2%) Series B in the capital of ICG;

“Taxes" means except where inconsistent with the context, in relation to Chancellor, 2451417 or Newco, any
and all taxes (including any and all interest, fines and penalties in respect thereof) of any nature imposed,
levied, withheld or assessed on or with respect to the income, profits or gains or the capital of Chancellor,
2451417 or Newco by Canada or by any province thereof and excise taxes, import duties and federal and
provincial sales taxes (including any and all interest, fines and penalties in respect of any of such taxes);

“Tax Ruling” means an advance income tax ruling from Revenue Canada, Taxation relating to the
Arrangement and the other transactions contemplated hereby and corresponding rulings from provincial
taxation authorities in Alberta, Ontario and Quebec, in each case in form and on terms satisfactory to each of
the parties hereto when obtained and as at the Effective Date;

“Termination Date” means April 2, 1990 or such later date as may be determined in accordance with the
provisions of Section 11.5;

“Third Party” has the meaning ascribed thereto in Section 6.10 hereof;

“Third Preference Shares” means $2.125 Cumulative Redeemable Voting Convertible Third Preference shares,
1985 Series in the capital of ICG;

“2451417 Common Shares” means common shares in the capital of 2451417,

“Utilities Assumption Agreement” means the assumption agreement to be made between 1CG and Newco
pursuant to the Utilities Purchase Agreement pursuant to which, in partial consideration for the transfer to
Newco of all of the issued and outstanding common shares in the capital of Utilities Canada, Newco shall
assume ICG Non-Trade Liabilities in an amount equal to the Utilities Debt Portion:

“Utilities Business™ means the business, assets, property, liabilities, obligations and undertaking of Ultilities
Canada, on a consolidated basis, after giving effect to the Utilities Pro Forma Transactions;

“Utilities Canada” means ICG Ultilities (Canada) Ltd., a corporation incorporated under the laws of Canada;

“Utilities Cash Portion” means the lesser of (a) the Utilities Total and (b) the product obtained by
multiplying:

(i)  the number of Outstanding Common Shares; by
(ii) the product obtained by multiplying:
(A) $21.00; by
(B) the Utilities Factor;
“Utilities Debt Portion” means the Utilities Total less the Utilities Cash Portion;
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1.2

“Utilities Earnings” means the net after-tax earnings (or loss) of the Utilities Business for the period
commencing on October 1, 1989 and terminating on December 31, 1989, determined in accordance with
GAAP consistently applied;

“Utilities Factor” means the amount (being greater than or equal to zero and less than or equal to one)
obtained by subtracting the Propane Factor from the whole number one;

“Utilities 1988 Financial Statements”” means the combined balance sheet as at December 31, 1988 and the
related combined statement of income and combined statement of changes in financial position for the year
ended December 31, 1988 for the Utilities Business, together with the notes thereto, copies of which have been
identified in writing by ICG and Westcoast;

“Utilities Pro Forma Transactions” means the transactions contemplated by Sections 6.1(a), (b), (c) and (d)
and 6.2 of this Agreement;

“Utilities Purchase Agreement” means the agreement of purchase and sale to be made between ICG and
Newco pursuant to which Newco shall acquire all of the issued and outstanding common shares of Utilities
Canada from ICG in consideration for issue by Newco to ICG of the Newco Butterfly Shares and the
assumption by Newco of ICG Non-Trade Liabilities in an amount equal to the Utilities Debt Portion pursuant
to the Utilities Assumption Agreement;

“Utilities Regions™ means each of the provinces of Manitoba, Alberta, Ontario and British Columbia;

“Utilities Subsidiaries” means, collectively, the entities identified in writing by ICG to Westcoast and the
Purchaser on or prior to the date hereof;

“Utilities Total” means the aggregate of (i) $462,000,000, (ii) an amount equal to the Utilities Earnings, and
(ii1) $9,000,000;

“Warrants” means share purchase warrants to be created and issued by MICCI pursuant to the Warrant
Agreement; and

“Warrant Agreement’’ means the agreement to be made between MICCI and a warrant agent, pursuant to
which MICCI shall create and issue share purchase warrants entitling the holders thereof, in the aggregate,
upon the exercise of such warrants in accordance with their terms, to purchase, for a purchase price of $25.00
per Class C 8% Convertible Preference Share of ICG, that proportion of the Class C 8% Convertible
Preference Shares of ICG held by MICCI immediately after giving effect to the provisions of Section 3.1(t) of
the Arrangement which is equal to the quotient obtained by dividing (i) the number of Ordinary Shares, other
than Dissenting Shares, outstanding immediately after giving effect to the provisions of Section 3.1(t) of the
Arrangement held by persons other than MICCI by (ii) the number of Ordinary Shares, other than Dissenting
Shares, outstanding immediately after giving effect to the provisions of Section 3.1(t) of the Arrangement.

Subsidiaries and Affiliates

For the purposes of this Agreement a company (as such term is defined in the Securities Act (Ontario)) shall

be and be deemed to be a subsidiary or affiliate of another company if the former company is a subsidiary or
affiliate, as the case may be, of the latter company for purposes of the Securities Act (Ontario).

1.3

Currency

All sums of money which are referred to in this Agreement are expressed in lawful money of Canada unless

otherwise specified.

1.4

Interpretation Not Affected by Headings, etc.

The division of this Agreement into articles, sections and other portions and the insertion of headings are for

convenience of reference only and shall not affect the construction or interpretation of this Agreement. The terms
“this Agreement”, “hereof” and “hereunder” and similar expressions refer to this Agreement and the exhibit hereto
and not to any particular article, section or other portion hereof and include any agreement or instrument
supplementary or ancillary hereto.
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1.5 Number, etc.

Unless the context requires the contrary, words importing the singular number only shall include the plural and
vice versa; words importing the use of any gender shall include both genders; and words importing persons shall

include firms and corporations.

1.6 Date for Any Action

In the event that any date on which any action is required to be taken hereunder by the parties hereto is not a
Business Day in the place where the action is required to be taken, such action shall be required to be taken on the
next succeeding day which is a Business Day in such place.

1.7 Letters of Understanding

This Agreement supersedes the letters of understanding dated July 4, 1989 made between Westcoast and ICG
and Westcoast and Central, respectively, and such letters of understanding shall be of no further force or effect as
between the parties thereto. There are no representations, warranties, agreements, covenants or conditions with
respect to the subject matter hereof except as contained herein or in any other written agreement, document or
instrument signed and delivered contemporaneously with the execution and delivery of this Agreement or
contemplated by or referred to in this Agreement provided, for greater certainty, that any such written agreement,
document or instrument shall be binding only upon the party or parties which have executed the same.

1.8 The Date Hereof

The phrase “the date hereof” as used in this Agreement refers to December 11, 1989.

ARTICLE 11

THE ARRANGEMENT
2.1 The Arrangement

As soon as reasonably practicable ICG, Chancellor and 2451417 shall apply to the Court pursuant to
Section 185 of the Act for an Interim Order providing for, among other things, the calling and holding of the ICG
Special Meeting for the purpose of considering and, if deemed advisable, approving the Arrangement. If the
approval of the Arrangement as set out in the Interim Order is obtained, as soon as reasonably practicable
thereafter, ICG, Chancellor and 2451417 shall take the necessary steps to submit the Arrangement to the Court and
apply for the Final Order in such fashion as the Court may direct. If such Final Order is obtained, as soon as
reasonably practicable thereafter, and subject to the provisions of Section 2.4 and the fulfilment or waiver of each of
the conditions set forth in Article XI hereof, ICG, Chancellor and 2451417 shall file, pursuant to Section 185(12)
of the Act, articles of arrangement with respect to the Arrangement.

2.2 Consideration payable by the Purchaser for 2451417 Common Shares pursuant to the Arrangement

The consideration for the transfer to the Purchaser of all of the issued and outstanding 2451417 Common
Shares pursuant to the Arrangement shall be the Utilities Cash Portion.

2.3 Consideration payable by the Purchaser for Chancellor Preference Shares pursuant to the Arrangement

The consideration for the transfer to the Purchaser or, if the Purchaser has assigned certain of its rights and
obligations under this Agreement pursuant to and in accordance with Section 13.5, to the Designated Propane
Nominee, of all of the issued and outstanding Chancellor Preference Shares pursuant to the Arrangement shall be
the Propane Cash Portion.

2.4 Depositary and Funding Matters

(a) Not less than five Business Days prior to the intended Effective Date, ICG shall advise Westcoast and
the Purchaser of the date which is intended to constitute the Effective Date. At the same time ICG will
provide to Westcoast and the Purchaser a statement showing ICG’s calculation of the estimated
Required Cash Amount (as defined in Section 2.4(b)), showing the calculation described in
Section 2.4(b) and a statement showing the estimate by ICG of all amounts not included in the Required
Cash Amount and required to be paid by Propane Corp. and Newco on the Effective Date pursuant to
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(b)

(c)

the Roll Down Assumption Agreement and the Utilities Assumption Agreement, respectively (the
“Additional Amounts”). Westcoast and the Purchaser jointly and severally covenant and agree with ICG
to deliver to ICG the Bank Confirmation Letter not less than two Business Days prior to the intended
Effective Date.

Westcoast and the Purchaser shall deliver to the Depositary at 88 University Avenue, Suite 600, Toronto,
Ontario, or at such other office of the Depositary as Westcoast, the Purchaser and ICG may agree in
writing, at the Effective Time immediately available funds in an amount (the “Required Cash Amount™)
equal to the difference between:

(i)  the sum of the Utilities Total and the Propane Total (calculated on the basis that the references in
the respective definitions of such terms to Utilities Earnings and Propane Earnings were references
to the Estimated Utilities Earnings and Estimated Propane Earnings, respectively); and

(ii) the sum of:

(A) an amount equal to that portion of ICG Non-Trade Liabilities to be assumed by Newco
pursuant to the Utilities Assumption Agreement which Newco is not required to pay and
discharge on the Effective Date in accordance with the terms of the Ultilities Assumption
Agreement (provided that for the purposes of determining such amount, the amount of ICG
Non-Trade Liabilities to be assumed by Newco thereunder shall be calculated on the basis
that Propane Earnings were equal to Estimated Propane Earnings and Utilities Earnings
were equal to Estimated Utilities Earnings); and

(B) an amount equal to that portion of ICG Non-Trade Liabilities to be assumed by Propane
Corp. pursuant to the Roll Down Assumption Agreement which Propane Corp. is not
required to pay and discharge on the Effective Date in accordance with the terms of the Roll
Down Assumption Agreement (provided that for the purposes of determining such amount,
the amount of ICG Non-Trade Liabilities to be assumed by Propane Corp. thereunder shall
be calculated on the basis that Propane Earnings were equal to Estimated Propane Earnings
and Ulilities Earnings were equal to Estimated Utilities Earnings).

ICG, Westcoast and the Purchaser shall enter into an agreement with the Depositary prior to the
Effective Date which shall provide that on the Effective Date, the Depositary shall apply the funds
delivered to it in accordance with the provisions of this Section 2.4 as follows:

(i) an amount equal to the Utilities Cash Portion shall be set aside by the Depositary for distribution,
subject to any withholdings or deductions required by Section 116 of the Canadian Tax Act or
Section 3406 of the United States Internal Revenue Code of 1986, pursuant to the Arrangement in
accordance with the provisions of Section 3.1(q) of the Arrangement; such funds shall be and be
deemed for all purposes of this Agreement and the Arrangement to have been paid by the
Purchaser to the persons entitled thereto in accordance with such provisions of the Arrangement;
any amounts so withheld or deducted by the Depositary shall be applied by the Depositary in
accordance with the provisions of Section 116 of the Canadian Tax Act or Section 3406 of the
United States Internal Revenue Code of 1986;

(ii) an amount equal to the Propane Cash Portion shall be set aside by the Depositary for distribution,
subject to any withholdings or deductions required by Section 116 of the Canadian Tax Act or
Section 3406 of the United States Internal Revenue Code of 1986, pursuant to the Arrangement in
accordance with the provisions of Section 3.1(r) of the Arrangement; such funds shall be and be
deemed for all purposes of this Agreement and the Arrangement to have been paid by the
Purchaser or, if the Purchaser has assigned certain of its rights and obligations under this
Agreement pursuant to and in accordance with the provisions of Section 13.5 hereof, by the
Designated Propane Nominee, to the persons entitled thereto in accordance with such provisions of
the Arrangement; any amounts so withheld or deducted by the Depositary shall be applied by the
Depositary in accordance with the provisions of Section 116 of the Canadian Tax Act or
Section 3406 of the United States Internal Revenue Code of 1986;

(iii) an amount equal to the difference between the Ultilities Debt Portion and the amount referred to in
Section 2.4(b) (ii) (A) shall be and be deemed for all purposes hereof to constitute advances made
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immediately after the completion of the transactions contemplated by Section 3.1 of the
Arrangement by the Purchaser to 2451417 (for the purchase by the Purchaser of shares of 2451417
to be subscribed for and purchased by the Purchaser immediately following the Effective Time)
and shall be paid and applied on the Effective Date immediately following the Effective Time, at
the direction of ICG and for the account of 2451417, in payment and satisfaction of ICG Non-
Trade Liabilities assumed by Newco pursuant to the Utilities Assumption Agreement; and

(iv) an amount equal to the difference between the Propane Debt Portion and the amount referred to in
Section 2.4(b) (ii) (B) shall be and be deemed for all purposes hereof to constitute advances made
immediately after the completion of the transactions contemplated by Section 3.1 of the
Arrangement by the Purchaser or, if the Purchaser has assigned certain of its rights and obligations
under this Agreement pursuant to and in accordance with the provisions of Section 13.5 hereof, by
the Designated Propane Nominee, to Propane Corp. and shall be paid and applied on the Effective
Date immediately after the Effective Time, at the direction of ICG and for the account of Propane
Corp., in payment and satisfaction of ICG Non-Trade Liabilities assumed by Propane Corp.
pursuant to the Roll Down Assumption Agreement.

(d) Westcoast and the Purchaser shall pay or cause to be paid on the Effective Date immediately after the
Effective Time all Additional Amounts.

ARTICLE III

REPRESENTATIONS AND WARRANTIES OF ICG
A. REPRESENTATIONS AND WARRANTIES WITH RESPECT TO ICG

ICG represents and warrants to Westcoast and the Purchaser as follows:

3.1 Organization of ICG

ICG has been duly incorporated and is a validly existing corporation under the laws of the Province of
Manitoba and has the corporate power and authority to own, operate and lease its properties and assets relating to
the Propane Business and the Ultilities Business and to carry on the Propane Business and the Utilities Business as
such businesses are now being carried on by it.

3.2 Authorization of Agreement of ICG

ICG has the corporate power and authority to enter into this Agreement and, subject to the Interim Order and
the Final Order and obtaining the requisite approvals contemplated hereby and thereby, to perform its obligations
hereunder and under the Arrangement. This Agreement has been duly executed and delivered by ICG and
constitutes a valid and binding obligation of ICG enforceable against it in accordance with its terms, subject to the
availability of equitable remedies and the enforcement of creditors’ rights generally. The execution and delivery of
this Agreement by ICG and the consummation by ICG of the transactions contemplated hereby and by the
Arrangement have been duly authorized by the Board of Directors of ICG and do not contravene:

(a) the articles or by-laws of ICG; or

(b) any applicable laws, the contravention of which could reasonably be expected to (i) prevent or hinder the
completion of the Arrangement or the Propane Incorporation or (ii) prevent or materially hinder the
completion of any other transaction contemplated by this Agreement; or

(c) except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, any
indenture, mortgage, deed of trust, loan agreement or other agreement or instrument, written or oral, to
which ICG is a party or by which it may be bound, the contravention of which could reasonably be
expected to (i) prevent or hinder the completion of the Arrangement or the Propane Incorporation or
(ii) prevent or materially hinder the completion of any other transaction contemplated by this
Agreement.

3.3 Capitalization of ICG

The authorized capital of ICG consists of (i) an unlimited number of Common Shares, (ii) 600,000 shares
designated as first preference shares, issuable in series, of which 110,000 are designated as First Preference Shares,
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265,000 are designated as first preference shares series B and 200,000 are designated as first preference shares
series C, (iii) 262,468 shares designated as second preference shares, issuable in series, of which 125,000 are
designated as second preference shares series A and 100,000 are designated as second preference shares series B,
and (iv) 10,000,000 shares designated as third preference shares, issuable in series, of which 3,000,000 are Third
Preference Shares. As of October 31, 1989, (i) 23,702,332 Common Shares, 87,140 First Preference Shares, 63,197
second preference shares series A, 59,395 second preference shares series B and 2,727,527 Third Preference Shares
were issued and outstanding as fully paid and non-assessable shares, (ii) 4,000,000 Common Shares were reserved
for issuance in connection with the Employee Share Option Plan (iii) 5,220,000 Common Shares were reserved for
issuance in connection with the conversion rights attaching to the Third Preference Shares, (iv) 1,000,000 Common
Shares were reserved for issuance in connection with the Employee Share Ownership Plan and (v) 1,000,000
Common Shares were reserved for issuance in connection with the Dividend Reinvestment and Share Purchase
Plan. Except for the shares in the capital of ICG issuable pursuant to the Employee Share Option Plan, the
Employee Share Ownership Plan and the Dividend Reinvestment and Share Purchase Plan, upon conversion of the
Third Preference Shares or otherwise pursuant to the Arrangement in order to give effect thereto, there are no
options, warrants or other rights, agreements or commitments outstanding that obligate ICG to issue any shares in
its capital or other securities which are convertible or exchangeable into shares or options which are exercisable for
the purchase of unissued shares in its capital. The paid up capital for purposes of the Canadian Tax Act of the issued
and outstanding Common Shares immediately prior to the completion of the exchange contemplated by
Section 3.1(e) of the Arrangement will not be more than $10.00 per Common Share.

3.4 Employee Share Option Plan,
Employee Share Ownership Plan and
Dividend Reinvestment and Share Purchase Plan

As at October 31, 1989, 749,613 Common Shares are issuable pursuant to options outstanding pursuant to the
Employee Share Option Plan. No more than 100,000 Common Shares will be issued after the date hereof and prior
to the Effective Date pursuant to the Employee Share Ownership Plan and no more than 1,000,000 Common
Shares will be issued after the date hereof and prior to the Effective Date pursuant to the Dividend Reinvestment
and Share Purchase Plan.

3.5 Litigation

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof and except
for any proceedings or investigations commenced in order to satisfy the conditions set forth in Article XI, (a) there
are no actions, suits, proceedings or investigations commenced or to the knowledge of ICG contemplated or
threatened against or affecting ICG or any of its subsidiaries at law or in equity, before or by any governmental
department, commission, board, bureau, court, agency, arbitrator or instrumentality, domestic or foreign, of any kind
and (b) to the knowledge of ICG, there are no existing facts or conditions which could reasonably be expected to be
a proper basis for any actions, suits, proceedings or investigations which, in either case, individually or in the
aggregate, could reasonably be expected to (i) prevent or hinder the completion of the Arrangement or the Propane
Incorporation or (ii) prevent or materially hinder the completion of any other transactions contemplated by this
Agreement.

3.6 Financial Statements

The Audited 1988 Financial Statements have been prepared in accordance with GAAP, consistently applied
(except as and to the extent noted therein) and present fairly and disclose, on a consolidated basis, the assets,
liabilities and the financial position of ICG as of the date thereof and the results of its operations for the 12 month
period then ended. The value at which the Itron Securities were carried on the books of CHL Holdings Inc. as at
October 31, 1989 was as disclosed in writing by ICG to Westcoast on or prior to the date hereof.

3.7 Compliance with Letter of Understanding

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof or as
otherwise contemplated by this Agreement, since August 3, 1989, ICG and its subsidiaries have not taken any
action, directly or indirectly, with the intention of adversely affecting the approval of the Arrangement or the
completion of the transactions contemplated hereby and, without limiting the generality of the foregoing, ICG has
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complied in all material respects with all of the provisions to be complied with by ICG which are contained in the
Letter of Understanding dated July 4, 1989 between ICG and Westcoast.

B. REPRESENTATIONS AND WARRANTIES WITH RESPECT TO UTILITIES CANADA

ICG represents and warrants to Westcoast and the Purchaser as follows:

3.8 Organization of Ultilities Canada

Each of Utilities Canada and the Utilities Subsidiaries (a) has been duly incorporated and is a validly existing
corporation under the laws of its jurisdiction of incorporation and has the corporate power and authority to own,
operate and lease its properties and assets and to carry on its business as it is now being conducted and (b) is duly
registered, licensed or qualified as an extra-provincial or foreign corporation, and is up-to-date in the filing of all
corporate and similar returns, under the laws of each jurisdiction in which a material portion of the Ultilities
Business is carried on and in which the nature of the business conducted or the assets owned or leased by it makes
such registration, licensing or qualification necessary. Utilities Canada has no subsidiaries other than the Utilities
Subsidiaries, ICG Energy Marketing Inc., ICG Ultilities (Northwest Territories) Ltd., Daly Gas Storage Ltd,,
Lantern Hill Farms Limited, ICG Engineering (New Brunswick) Ltd., ICG Brunswick Gas (1985) Inc., ICG
Scotia Gas Ltd. and ICG Co-Gen Ltd.

3.9 Capitalization of Utilities Canada

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, or as
otherwise contemplated by this Agreement, (a) the authorized capital of Utilities Canada consists of an unlimited
number of common shares and an unlimited number of preference shares issuable in series, of which 388,128
common shares, 808 preference shares, series A, 6,395 preference shares, Series B and 208,101 preference shares,
Series C are issued and outstanding as fully paid and non-assessable shares; (b) all of the issued and outstanding
shares of Utilities Canada are beneficially owned by ICG free and clear of all liens, charges, encumbrances and
adverse claims of any kind whatsoever; (c) each of the Utilities Subsidiaries is a wholly-owned, direct or indirect
subsidiary of Utilities Canada and the shares of each of the Ultilities Subsidiaries held by Ultilities Canada or a
Utilities Subsidiary are held free and clear of all liens, charges, encumbrances and adverse claims of any kind
whatsoever; and (d) there are no options, warrants or other rights, agreements or commitments outstanding that
obligate Utilities Canada or any of the Utilities Subsidiaries to issue any shares in their respective capital or other
securities which are convertible or exchangeable into shares or options which are exercisable for the purchase of
unissued shares in their respective capital. Pursuant to the Arrangement, all common shares of Utilities Canada will,
on the Effective Date, be transferred by ICG to Newco free and clear of all liens, charges, encumbrances and
adverse claims of any kind whatsoever.

3.10 Utilities 1988 Financial Statements

The Utilities 1988 Financial Statements present fairly the assets, liabilities and financial position of the Utilities
Business as at December 31, 1988 and the results of its operations for the 12 month period ended December 31,
1988, in accordance with GAAP, consistently applied (except as and to the extent noted therein).

3.11 Assets of Utilities Canada

(a) The Utilities 1988 Financial Statements reflect all of the assets and undertaking required to carry on the
Utilities Business as at December 31, 1988 consistent with prior practice. Except as disclosed in writing
by ICG to Westcoast and the Purchaser on or prior to the date hereof, Utilities Canada and the Utilities
Subsidiaries hold, or upon completion of the Utilities Pro Forma Transactions, will hold, all of the assets
and undertaking reflected on the balance sheet forming part of the Utilities 1988 Financial Statements,
subject only to such additions to or dispositions of such assets and undertaking as have occurred in the
ordinary course of business consistent with prior practice during the period between December 31, 1988
and the Effective Date. Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior
to the date hereof, Utilities Canada and the Utilities Subsidiaries hold, or upon completion of the
Utilities Pro Forma Transactions, will hold, such right, title and interest in and to the assets and
undertaking used in connection with the Utilities Business as may be requisite for the carrying on of such
business consistent with prior practice;
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(b) the assets of Inter-City Minnesota Pipelines Ltd. located in the United States have an aggregate book
value of less than $15,000,000 (U.S.). The assets of ICG Energy Marketing Inc. have an aggregate book
value of less than $25,000,000 (U.S.). The assets of ICG Energy Marketing Inc. located in the United
States have an aggregate book value of less than $15,000,000 (U.S.). The annual net sales of ICG
Energy Marketing Inc. for its most recently completed fiscal year were less than $25,000,000 (U.S.).
ICG and its subsidiaries own, on a fully diluted basis, less than 50% of the outstanding voting shares of
Itron, Inc. and ICG does not have the contractual right to designate a majority of the directors of Itron,
Inc.; and

(c¢) the Alberta Marketing Operations (a) constitute all of the common stream agreements, gas purchase
agreements, transportation agreements, meter equipment and other rights and assets (“marketing
operations”) owned by ICG or any of its subsidiaries (other than Utilities Canada and its subsidiaries)
and used exclusively in connection with the carrying on of the Ultilities Business and (b) represent
marketing operations reflected in the Utilities 1988 Financial Statements subject to such acquisitions or
dispositions of marketing operations by ICG as have occurred in the ordinary course of carrying on of the
Utilities Business consistent with prior practice since December 31, 1988.

3.12 Dispositions of Assets by Utilities Canada

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
Utilities Canada nor any of the Utilities Subsidiaries has, since December 31, 1988, disposed of or agreed to dispose
of any assets at less than the fair market value of such assets other than assets which, in the aggregate, were or
would be disposed of for an aggregate amount which is not more than $50,000 less than the aggregate fair market
value of such assets. Except for sales of assets in the ordinary course of business consistent with prior practice or as
otherwise disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, no person, firm
or corporation has any agreement or option or commitment or any right or privilege (whether by law or contract)
capable of becoming an agreement or option or commitment for the purchase from Ultilities Canada or any of the
Utilities Subsidiaries of any assets which are, individually or in the aggregate, material to the carrying on of the
Utilities Business as a whole or in any of the Utilities Regions, consistent with prior practice.

3.13 Acquisition of Assets by Utilities Canada

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
Utilities Canada nor any of its subsidiaries has, since December 31, 1988, acquired any assets which are, individually
or in the aggregate, material to the carrying on of the Ultilities Business as a whole or in any of the Utilities Regions,
consistent with prior practice other than:

(a) assets of a nature or kind which are customarily included by regulatory authorities in setting the
respective rate bases or costs of service for each of the utilities operations of the Utilities Business;

(b) assets acquired in the ordinary course of conducting the Utilities Business consistent with prior practice;
(c) assets acquired pursuant to the Utilities Pro Forma Transactions;

(d) assets acquired in the ordinary course of conducting the businesses acquired pursuant to the Utilities Pro
Forma Transactions, consistent with prior practice; or

(e) assets acquired in the ordinary course of planning, designing, purchasing equipment for and constructing
the co-generation project at Boise Cascade’s facilities at Fort Frances, Ontario or related to engineering
and feasibility studies concerning other co-generation projects.

3.14 Liabilities of Utilities Canada

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
Utilities Canada nor any of its subsidiaries has or has agreed to have or, by reason of the consummation of the
transactions contemplated hereby, will have or will have agreed to have any outstanding liabilities, contingent or
otherwise (i) for borrowed money or (ii) otherwise than for borrowed money which aggregate (for Ultilities Canada
and all subsidiaries of Utilities Canada) in excess of $500,000, and neither Utilities Canada nor any subsidiary of
Utilities Canada is or, by reason of the consummation of the transactions contemplated hereby, will be a party to or
bound by any agreement of guarantee, support, indemnification, contribution (by way of capital or otherwise),
assumption, or endorsement of, or any other similar commitment with respect to the obligations, liabilities
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(contingent or otherwise) or indebtedness of any person which could represent a liability of Utilities Canada on a
consolidated basis (unless such liabilities, when aggregated with the liabilities referred to in clause (ii) above, do not
exceed $500,000), other than, in either case:

(a) those set out in the Utilities 1988 Financial Statements; and

(b) trade or business obligations (including obligations for borrowed money incurred after December 31,
1988) incurred in the ordinary course of the Utilities Business, consistent with prior practice, none of
which has had or could reasonably be expected to have a material adverse effect on the carrying on of the
Utilities Business as a whole or in any of the Utilities Regions consistent with prior practice.

No amount of any advances from ICG to ICG Brunswick Gas (1985) Inc. outstanding on December 31, 1988
or made thereafter has been repaid.

3.15 Compliance

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
Utilities Canada nor any of the Utilities Subsidiaries is or, by reason of the execution and delivery of this Agreement
or the consummation of the transactions contemplated hereby, will be:

(a) in breach or violation of any of the terms or provisions of, or in default under, any indenture, mortgage,
deed of trust, loan agreement or other agreement (written or oral) or instrument to which Utilities
Canada or any of the Utilities Subsidiaries is a party or by which Utilities Canada or any of the Utilities
Subsidiaries is bound or to which any of the properties or assets of Utilities Canada or any of the Utilities
Subsidiaries is subject and there exists no state of facts which after notice or the passage of time, or both,
would constitute such a default, breach or violation, except breaches, violations or defaults which,
individually or in the aggregate, would not have a material adverse effect on the carrying on of the
Utilities Business as a whole or in any of the Utilities Regions consistent with prior practice; or

(b) in breach or violation of any of the provisions of its articles, by-laws or resolutions or any statute or any
order, rule or regulation of any court or government or governmental agency or authority having
jurisdiction over Utilities Canada or any of the Utilities Subsidiaries or any of their properties or assets
and there exists no state of facts which after notice or the passage of time, or both, would constitute such
a breach or violation, except breaches or violations which, individually or in the aggregate, would not
have a material adverse effect on the carrying on of the Utilities Business as a whole or in any of the
Utilities Regions consistent with prior practice.

3.16 Dividends or other Distributions

No dividends or other distributions of any kind have been declared, paid or set aside for payment by Ultilities
Canada and no repayments of capital have been made by Utilities Canada (other than repayments of indebtedness
at or below the amount at which such indebtedness is shown on the books of Ultilities Canada) since December 31,
1988.

3.17 Litigation

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof and except
for any proceedings or investigations commenced in order to satisfy the conditions set out in Article XI, (a) there
are no actions, suits, proceedings or investigations commenced or to the knowledge of ICG contemplated or
threatened against or affecting ICG or any of its subsidiaries at law or in equity, before or by any governmental
department, commission, board, bureau, court, agency, arbitrator or instrumentality, domestic or foreign, of any kind
nor, (b) to the knowledge of ICG, are there any existing facts or conditions which could reasonably be expected to
be a proper basis for any actions, suits, proceedings or investigations which, in either case, individually or in the
aggregate, could reasonably be expected to have a material adverse effect on the carrying on of the Utilities Business
as a whole or in any of the Utilities Regions consistent with prior practice.

3.18 Employment Contracts

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
Utilities Canada nor any of its subsidiaries has any employment contracts, whether written or oral, which cannot be
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terminated without cause by Utilities Canada or such subsidiary, as the case may be, upon giving such notice as may
be required by law and without the payment of any bonus, damages or penalty.

3.19 No Misrepresentation

The information set out in the Disclosure Filings relating to Utilities Canada and the Utilities Subsidiaries and
their respective businesses and property was true, correct and complete in all material respects as of the dates
specified therein and did not as of such dates contain any untrue statement of any material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein not misleading in
light of the circumstances in which they were made, with materiality assessed on the basis required in respect of
such filings.

3.20 Absence of Unusual Transactions and Events

Except for matters contemplated by the Utilities Pro Forma Transactions, neither Utilities Canada nor any of
its subsidiaries has, since December 31, 1988:

(a) made or suffered any change or changes in its financial condition, assets, liabilities or business which,
individually or in the aggregate, have materially adversely affected or could reasonably be expected to
materially adversely affect the carrying on of the Utilities Business as a whole or in any of the Ultilities
Regions consistent with prior practice; or

(b) suffered or incurred any damage, destruction or loss, whether or not covered by insurance, which has
materially adversely affected or could reasonably be expected to materially adversely affect the carrying
on of the Utilities Business as a whole or in any of the Utilities Regions consistent with prior practice.

3.21 Non-Arm’s Length Transactions

(a) Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof,
neither Utilities Canada nor any of its subsidiaries has since December 31, 1988 made any payment or
loan to, or has borrowed any monies from or is otherwise indebted to, any officer, director, employee,
shareholder or any person not dealing at arm’s length (within the meaning of the Canadian Tax Act)
with any of the foregoing or any affiliate of any of the foregoing, except for (i) usual compensation
payable in the ordinary course of business, consistent with prior practice, (ii) inter-company advances
and repayments in the ordinary course of business, consistent with prior practice, and (iii) payments
made or indebtedness incurred in respect of the provision of goods and services in the ordinary course of
business, consistent with prior practice; and

(b) except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof,
neither Utilities Canada nor any of its subsidiaries is a party to any contract or agreement with any
officer, director, employee, shareholder or any person not dealing at arm’s length (within the meaning of
the Canadian Tax Act) with any of the foregoing or any affiliate of any of the foregoing, except for
(i) contracts of employment and contracts or agreements entered into in the ordinary course of business,
consistent with prior practice, (ii) contracts and agreements in respect of inter-company advances in the
ordinary course of business, consistent with prior practice and (iii) contracts or agreements in respect of
the provision of goods and services in the ordinary course of business, consistent with prior practice.

3.22 No Contaminants

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, none of
ICG, Utilities Canada or any of the subsidiaries of Utilities Canada is aware, after due inquiry, of (a) any release of
any hazardous substance or contaminant to the environment or (b) any disposal, deposit, or discharge of any
hazardous substance or contaminant in the course of carrying on the Utilities Business which, in either case,
individually or in the aggregate, has had or could reasonably be expected to have a material adverse effect on the
carrying on of the Utilities Business as a whole or in any of the Utilities Regions consistent with prior practice.

3.23 Tax Matters

Each of Utilities Canada and the Utilities Subsidiaries has filed all tax returns required to be filed by it in all
applicable jurisdictions and has paid all taxes, assessments, reassessments, penalties, interest and fines due and
payable by it. Adequate provision has been made in the Utilities 1988 Financial Statements, for all taxes whether
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relating to income, sales, real or personal property, or other types of taxes, including interest and penalties thereon,
payable in respect of the business or assets of Utilities Canada and its subsidiaries for all periods up to December 31,
1988. Canadian federal income tax assessments have been issued to Utilities Canada and the Utilities Subsidiaries
covering all past periods up to and including the fiscal year ended December 31, 1988 and such assessments, if any
amounts were owing in respect thereof, have been paid, and only those fiscal years disclosed in writing by ICG to
Westcoast and the Purchaser on or prior to the date hereof remain open for reassessment of additional taxes. Except
as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, there are no actions,
suits or other proceedings or investigations or claims in progress, pending or threatened against Utilities Canada or
any of the Utilities Subsidiaries in respect of any taxes, governmental charges or assessments and, in particular,
there are no currently outstanding reassessments or written inquiries which have been issued or raised by any
governmental authority relating to any such taxes, governmental charges and assessments. Utilities Canada and the
Utilities Subsidiaries have withheld and remitted all amounts required to be withheld and remitted by them in
respect of any taxes. Correct and complete copies of all federal income tax returns, including schedules thereto, filed
by Utilities Canada and the Utilities Subsidiaries with Revenue Canada, Taxation for each of their last five fiscal
years and all written communications relating thereto have been made available to Westcoast.

3.24 Permits

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, each of
Utilities Canada and the Utilities Subsidiaries holds all permits, licences, approvals and franchises (collectively,
“permits”) which it requires, or is required to have, to own its properties and assets and to carry on the business as
presently conducted by it in a manner consistent with prior practice (which permits, other than those referred to in
the balance of this sentence, are herein referred to as the “Material Utilities Permits”), other than permits required
in connection with such properties or assets or such part of its business which, individually or in the aggregate, are
not material to the carrying on of the Ultilities Business as a whole or in any of the Utilities Regions consistent with
prior practice. Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof,
all of the Material Utilities Permits are in full force and effect. Each of Utilities Canada and the Utilities
Subsidiaries is in compliance in all material respects with all the terms and conditions relating to the Material
Utilities Permits; and except for any proceedings in progress or pending in order to satisfy the conditions set out in
Article X1, there are no proceedings in progress, pending or threatened which could reasonably be expected to result
in revocation, cancellation, suspension or any adverse modification of the Material Utilities Permits.

3.25 Ordinary Course of Business

Except as otherwise contemplated by this Agreement, since December 31, 1988 ICG has caused the Ultilities
Business to be conducted in the ordinary course of business consistent with prior practice.

C. REPRESENTATIONS AND WARRANTIES WITH RESPECT To THE PROPANE BUSINESS

ICG represents and warrants to Westcoast and the Purchaser as follows:

3.26 Corporate Power, Registration and Licensing

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, each of
ICG and NASCO (a) has been duly incorporated and is a validly existing corporation under the laws of its
Jurisdiction of incorporation and has the corporate power and authority to own, operate and lease its properties and
assets used in connection with the Propane Business and to carry on the Propane Business as it is now being
conducted and (b) is duly registered, licensed or qualified as an extra-provincial or foreign corporation, and is
up-to-date in filing of all corporate and similar returns, under the laws of each jurisdiction in which a material
portion of the Propane Business is carried on and in which the nature of the Propane Business or the assets owned or
leased by it for use in connection with the Propane Business makes such registration, licensing or qualification
necessary. ICG has no subsidiaries which carry on the Propane Business or any part thereof other than NASCO.

3.27 Capitalization of NASCO

NASCO is a wholly-owned subsidiary of [CG, the outstanding shares of which are held by ICG free and clear
of all liens, charges, encumbrances and adverse claims of any kind whatsoever. There are no options, warrants or
other rights, agreements or commitments outstanding that obligate ICG or NASCO to issue any shares or other
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securities which are convertible or exchangeable into shares or options which are exercisable for the purchase of
unissued shares in the capital of NASCO.

3.28 Propane 1988 Financial Statements

The Propane 1988 Financial Statements present fairly the assets, liabilities and financial position of the
Propane Business as at December 31, 1988 and the results of its operations for the 12 month period ended
December 31, 1988 in accordance with GAAP, consistently applied (except as and to the extent noted therein).

3.29 Assets of Propane Business

(a) The Propane 1988 Financial Statements reflect all of the assets and undertaking required to carry on the
Propane Business as at December 31, 1988 consistent with prior practice. Except as disclosed in writing
by ICG to Westcoast and the Purchaser on or prior to the date hereof, ICG and NASCO hold all of the
assets and undertaking reflected on the balance sheet forming part of the Propane 1988 Financial
Statements, subject only to such additions to or dispositions of such assets and undertaking as have
occurred since December 31, 1988 in the ordinary course of business consistent with prior practice.
Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, ICG
and NASCO hold such right, title and interest in and to the assets and undertaking used in connection
with the Propane Business as may be requisite for the carrying on of such business consistent with prior
practice; and

(b) the assets of the Propane Business located in the United States have an aggregate book value of less than
$15,000,000 (U.S.).

3.30 Dispositions of Assets of Propane Business

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
ICG nor NASCO has, since December 31, 1988, disposed or agreed to dispose of any assets of the Propane Business
at less than the fair market value of such assets other than assets which, in the aggregate, were or would be disposed
of for an aggregate amount which is not more than $50,000 less than the aggregate fair market value of such assets.
The proceeds received by ICG or NASCO after December 31, 1988 in the carrying on of the Propane Business,
whether received in connection with any disposition of assets, the provision of any services or otherwise, constitute,
and have been accounted for as, assets of the Propane Business or have been applied to the payment of expenses of
the Propane Business in the ordinary course of business, consistent with prior practice, and, for greater certainty,
have not been applied to reduce any indebtedness of ICG other than indebtedness of the type to be assumed by
Propane Corp. as described in Section 6.1(e) (ii) or (b) so as to form part of the assets of ICG which do not
constitute assets of the Propane Business. Except for sales of assets in the ordinary course of business consistent with
prior practice, or as otherwise disclosed in this Agreement or in writing by ICG to Westcoast and the Purchaser on
or prior to the date hereof, no person, firm or corporation has any agreement or option or commitment or any right
or privilege (whether by law or contract) capable of becoming an agreement or option or commitment for the
purchase from ICG or NASCO of any assets used in connection with the Propane Business which are, individually
or in the aggregate, material to the carrying on of the Propane Business consistent with prior practice.

3.31 Acquisition of Assets by ICG and NASCO

Neither ICG nor NASCO has, since December 31, 1988, acquired any assets which are, individually or in the
aggregate, material to the carrying on of the Propane Business consistent with prior practice other than assets
acquired in the ordinary course of conducting the Propane Business consistent with prior practice.

3.32 Liabilities of Propane Business

Neither ICG nor NASCO has or has agreed to have or, by reason of the consummation of the transactions
contemplated hereby, will have or will have agreed to have any outstanding liabilities, contingent or otherwise which
would on completion of the Propane Incorporation form part of the liabilities of Propane Corp. on a consolidated
basis, (i) for borrowed money or (ii) otherwise than for borrowed money which aggregate in excess of $250,000, and
neither ICG nor NASCO is or, by reason of the consummation of the transactions contemplated hereby, will be a
party to or bound by any agreement of guarantee, support, indemnification, contribution (by way of capital or
otherwise), assumption, or endorsement of, or any other similar commitment with respect to the obligations,
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liabilities (contingent or otherwise) or indebtedness of any person which would on completion of the Propane
Incorporation represent a liability of Propane Corp. on a consolidated basis (unless such liabilities, when aggregated
with the liabilities referred to in clause (ii) above, do not exceed $250,000), other than, in either case:

(a) those set out in the Propane 1988 Financial Statements; and

(b) trade or business obligations (including obligations for borrowed money incurred after December 31,
1988) incurred in the ordinary course of the Propane Business, consistent with prior practice, none of
which has had or could reasonably be expected to have a material adverse effect on the carrying on of the
Propane Business consistent with prior practice.

3.33 Compliance

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
ICG nor NASCO is or, by reason of the execution and delivery of this Agreement or the consummation of the
transactions contemplated hereby, will be:

(a) in breach or violation of any of the terms or provisions of, or in default under, any indenture, mortgage,
deed of trust, loan agreement or other agreement (written or oral) or instrument relating to the Propane
Business to which ICG or NASCO is a party or by which ICG or NASCO is bound or to which any of
the properties or assets of ICG or NASCO used in connection with the Propane Business is subject and
there exists no state of facts which after notice or the passage of time, or both, would constitute such a
default, breach or violation, except breaches, violations or defaults which, individually or in the aggregate,
would not have a material adverse effect on the carrying on of the Propane Business consistent with prior
practice; or

(b) in breach or violation of any of the provisions of its articles, by-laws or resolutions or any statute (limited
as to ICG to any statute relating to the carrying on of the Propane Business) or any order, rule or
regulation of any court or government or governmental agency or authority having jurisdiction over ICG
or NASCO or any of their properties or assets relating to the Propane Business and there exists no state
of facts which after notice or the passage of time, or both, would constitute such a breach or violation,
except breaches or violations which, individually or in the aggregate, would not have a material adverse
effect on the carrying on of the Propane Business consistent with prior practice.

3.34 Dividends or Other Distributions by NASCO

No dividends or other distributions of any kind have been declared, paid or set aside for payment by NASCO
and no repayments of capital have been made by NASCO and no repayment of indebtedness has been made by
NASCO or by ICG with respect to any indebtedness which constituted indebtedness of the Propane Business
(other than repayments of indebtedness at or below the amount at which such indebtedness is shown on the books
of NASCO or the Propane Business) since December 31, 1988.

3.35 Employment Contracts

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, neither
ICG nor NASCO has any employment contracts, whether written or oral, with any individual employed in
connection with the Propane Business which cannot be terminated without cause by ICG or NASCO, as the case
may be, upon giving such notice as may be required by law and without the payment of any bonus, damages or
penalty.

3.36 No Misrepresentation

The information set out in the Disclosure Filings relating to the Propane Business is true, correct and complete
in all material respects as of the date specified therein and did not, as of such dates, contain any untrue statement of
any material fact or omit to state any material fact required to be stated therein or necessary in order to make the
statements therein not misleading in light of the circumstances in which they were made, with materiality assessed
on the basis required in respect of such filings.
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3.37 Absence of Unusual Transactions and Events

Except for matters contemplated by the Propane Pro Forma Transactions, neither ICG nor NASCO has, since
December 31, 1988:

(a) made or suffered any change or changes in its financial condition, assets, liabilities or business of or
relating to the Propane Business which, either individually or in the aggregate, have materially adversely
affected or could reasonably be expected to materially adversely affect the carrying on of the Propane
Business consistent with prior practice; or

(b) suffered or incurred any damage, destruction or loss, whether or not covered by insurance, which has
materially adversely affected or could reasonably be expected to materially adversely affect the carrying
on of the Propane Business consistent with prior practice.

3.38 Non-Arm’s Length Transactions

(a) Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof,
neither ICG nor NASCO has since December 31, 1988 made any payment or loan to, or has borrowed
any monies from or is otherwise indebted to, any employee employed in the Propane Business or any
officer or director of NASCO, or any person not dealing at arm’s length (within the meaning of the
Canadian Tax Act) with any of the foregoing, or any affiliate of any of the foregoing, except for (i) usual
compensation payable in the ordinary course of business, consistent with prior practice, (ii) inter-
company advances and repayments in the ordinary course of business, consistent with prior practice and
(iii) payments made or indebtedness incurred in respect of the provision of goods and services in the
ordinary course of business, consistent with prior practice; and

(b) neither ICG nor NASCO is a party to any contract or agreement with any employee employed in the
Propane Business or any officer or director of NASCO, or any person not dealing at arm’s length (within
the meaning of the Canadian Tax Act) with any of the foregoing, or any affiliate of any of the foregoing,
except for (i) contracts of employment and contracts or agreements entered into in the ordinary course of
business, consistent with prior practice, (ii) contracts and agreements in respect of inter-company
advances in the ordinary course of business, consistent with prior practice and (iii) contracts or
agreements in respect of the provision of goods and services in the ordinary course of business, consistent
with prior practice.

3.39 No Contaminants

Neither ICG nor NASCO is aware, after due inquiry, of (a) any release of any hazardous substance or
contaminant to the environment or (b) any disposal, deposit, or discharge of any hazardous substance or
contaminant in the course of carrying on the Propane Business which, in either case, individually or in the aggregate,
has had or could reasonably be expected to have a material adverse effect on the carrying on of the Propane Business
consistent with prior practice.

3.40 Permits

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, each of
ICG and NASCO holds all permits, licences, approvals and franchises (collectively, “permits”) which it requires,
or is required to have, to own its properties and assets used in connection with the Propane Business and to carry on
the Propane Business as presently carried on by it in a manner consistent with prior practice (which permits, other
than those referred to in the balance of this sentence, are herein referred to as the “Material Propane Permits™),
other than permits required in connection with such properties or assets or such part of the Propane Business which,
individually or in the aggregate, are not material to the carrying on of the Propane Business consistent with prior
practice. All the Material Propane Permits are in full force and effect. Each of ICG and NASCO is in compliance
in all material respects with all the terms and conditions relating to the Material Propane Permits; and there are no
proceedings in progress, pending or threatened which could reasonably be expected to result in revocation,
cancellation, suspension or any adverse modification of any of the Material Propane Permits.
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3.41 Ordinary Course of Business

Except as otherwise contemplated by this Agreement, since December 31, 1988 ICG has caused the Propane
Business to be conducted in the ordinary course of business consistent with prior practice.

D. REPRESENTATIONS AND WARRANTIES WITH RESPECT TO PROPANE CORP.

ICG hereby covenants and agrees with Westcoast and the Purchaser that the following representations and
warranties will be true and correct on the date of completion of the Propane Incorporation, each of which shall from
and after that date be treated for all purposes of this Agreement as a representation and warranty of ICG:

3.42 Organization of Propane Corp.

Propane Corp. (a) has been duly incorporated and is a validly existing corporation under the laws of its
jurisdiction of incorporation and has the corporate power and authority to own, operate and lease its properties and
assets and to carry on the Propane Business in a manner consistent with the prior practice of ICG and its affiliates
and predecessor corporations and (b) is duly registered, licensed or qualified as an extra-provincial or foreign
corporation under the laws of each jurisdiction in which the nature of the Propane Business conducted or the assets
owned or leased by it makes such registration, licensing or qualification necessary and (c) is up-to-date in the filing
of all corporate and similar returns, under the laws of the jurisdictions in which it carries on a material portion of the
Propane Business, other than the filings of such returns which, individually or in the aggregate, are not material to
the carrying on of the Propane Business consistent with prior practice. Propane Corp. has no subsidiaries other than
NASCO.

3.43 Capitalization of Propane Corp.

All of the issued and outstanding shares of Propane Corp. are beneficially owned by ICG free and clear of all
liens, charges, encumbrances and adverse claims of any kind whatsoever. Pursuant to the Arrangement, all of such
shares will, on the Effective Date, be transferred by ICG to Chancellor free and clear of all liens, charges,
encumbrances, and adverse claims of any kind whatsoever. NASCO is a wholly-owned subsidiary of Propane Corp.
and the shares of NASCO are held free and clear of all liens, charges encumbrances and adverse claims of any kind
whatsoever. Except as required by this Agreement in order to effect the Arrangement, there are no options, warrants
or other rights, agreements or commitments outstanding that obligate ICG or Propane Corp. to issue any shares in
the capital of Propane Corp. or NASCO or other securities which are convertible or exchangeable into shares or
options which are exercisable for the purchase of unissued shares in the capital of Propane Corp. or NASCO.

3.44 Assets of Propane Corp.

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof and subject
only to such changes as have occurred in the ordinary course of business consistent with prior practice during the
period between December 31, 1988 and the Effective Date, Propane Corp. and NASCO hold all of the assets and
undertaking reflected on the balance sheet forming part of the Propane 1988 Financial Statements and all of the
assets which are to be accounted for as assets of the Propane Business in accordance with the provisions of
Section 3.30. Propane Corp. and NASCO hold such right, title and interest in and to the assets and undertaking
used in connection with the Propane Business as may be requisite for the carrying on of such business consistent
with prior practice.

3.45 Dispositions of Assets by Propane Corp.

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, none of
ICG, NASCO or Propane Corp. has, since December 31, 1988, disposed or agreed to dispose of any assets of the
Propane Business at less than the fair market value of such assets other than assets which, in the aggregate, were or
would be disposed of for an aggregate amount which is not more than $50,000 less than the aggregate fair market
value of such assets. Except for sales of assets in the ordinary course of business consistent with prior practice or as
otherwise disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, no person, firm
or corporation has any agreement or option or commitment or any right or privilege (whether by law or contract)
capable of becoming an agreement or option or commitment for the purchase from Propane Corp. of any assets
which are, individually or in the aggregate, material to the carrying on of the Propane Business consistent with prior
practice.
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3.46 Acquisition of Assets by Propane Corp.

Propane Corp. has not, since its incorporation, acquired any assets other than assets acquired by Propane Corp.
in connection with the Propane Incorporation and assets acquired in the ordinary course of conducting the Propane
Business consistent with prior practice.

3.47 Undepreciated Capital Cost

The aggregate undepreciated capital cost (as such term is defined for purposes of the Canadian Tax Act) of all
depreciable property (as such term is defined for purposes of the Canadian Tax Act) of Propane Corp. and NASCO
as at the Effective Date (calculated after giving effect to the filing of all tax returns required by the Canadian Tax
Act for all periods ending on or prior to the Effective Date), shall be not less than $78,000,000, allocated amongst
the various classes of assets established by the Canadian Tax Act for such purposes substantially in accordance with
the report disclosed in writing by ICG to Westcoast on or prior to the date hereof.

3.48 Liabilities of Propane Corp. and NASCO

Propane Corp. does not have and has not agreed to have and will not, by reason of the consummation of the
transactions contemplated hereby, have or have agreed to have any outstanding liabilities, contingent or otherwise,
other than:

(a) obligations, liabilities or indebtedness assumed or to be assumed by Propane Corp. pursuant to the Roll
Down Agreement or the Roll Down Assumption Agreement; and

(b) liabilities incurred after the Propane Incorporation in the ordinary course of carrying on the Propane
Business, consistent with prior practice.

3.49 Compliance

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, Propane
Corp. is not, nor will it be, by reason of the execution and delivery of this Agreement or the consummation of the
transactions contemplated hereby:

(a) in breach or violation of any of the terms or provisions of, or in default under, any indenture, mortgage,
deed of trust, loan agreement or other agreement (written or oral) or instrument to which Propane Corp.
is a party or by which Propane Corp. is bound or to which any of the properties or assets of Propane Corp.
is subject and there exists no state of facts which after notice or the passage of time, or both, would
constitute such a default, breach or violation, except breaches, violations or defaults which, individually
or in the aggregate, would not have a material adverse effect on the carrying on of the Propane Business
consistent with prior practice; or

(b) in breach or violation of any of the provisions of its articles, by-laws or resolutions or any statute or any
order, rule or regulation of any court or government or governmental agency or authority having
jurisdiction over Propane Corp. or any of its properties or assets and there exists no state of facts which
after notice or the passage of time, or both, would constitute such a breach or violation, except breaches
or violations which, individually or in the aggregate, would not have a material adverse effect on the
carrying on of the Propane Business consistent with prior practice.

3.50 Dividends or other Distributions

No dividends or other distributions of any kind have been declared, paid or set aside for payment by Propane
Corp. and no repayments of capital have been made by Propane Corp. (other than repayments of indebtedness at or
below the amount at which such indebtedness is shown on the books of Propane Corp.), other than any amounts
paid by Propane Corp. to ICG pursuant to and in accordance with the provisions of this Agreement or the
agreements contemplated by Section 6.1(e).

3.51 Litigation

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof and except
for any proceedings or investigations commenced in order to satisfy the conditions set out in Article XI, (a) there
are no actions, suits, proceedings or investigations commenced or to the knowledge of ICG contemplated or
threatened against or affecting ICG or any of its subsidiaries in connection with the Propane Business, Propane

187



Corp. or NASCO at law or in equity, before or by any governmental department, commission, board, bureau, court,
agency, arbitrator or instrumentality, domestic or foreign, of any kind and (b) to the knowledge of ICG, t!‘nerc are 1o
existing facts or conditions which could reasonably be expected to be a proper basis for any actions, suits,
proceedings or investigations which, in either case, individually or in the aggregate, could reasonably be expected to
have a material adverse effect on the carrying on of the Propane Business consistent with prior practice.

3.52 Employment Contracts

Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof, Propane
Corp. does not have any employment contracts, whether written or oral, which cannot be terminated without cause
by Propane Corp. upon giving such notice as may be required by law and without the payment of any bonus,
damages or penalty.

3.53 Absence of Unusual Transactions and Events

Except for matters contemplated by the Propane Pro Forma Transactions, Propane Corp. has not, since its
incorporation:

(a) made or suffered any change or changes in its financial condition, assets, liabilities or business of or
relating to the Propane Business which, individually or in the aggregate, have materially adversely
affected or could reasonably be expected to materially adversely affect the carrying on of the Propane
Business consistent with prior practice; or

(b) suffered or incurred any damage, destruction or loss, whether or not covered by insurance, which has
materially adversely affected or could reasonably be expected to materially adversely affect the carrying
on of the Propane Business consistent with prior practice.

3.54 Non-Arm’s Length Transactions

(a) Except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to the date hereof,
neither NASCO nor Propane Corp. has, since December 31, 1988, made any payment or loan to, or has
borrowed any monies from or is otherwise indebted to, any officer, director, employee, shareholder or any
person not dealing at arm’s length (within the meaning of the Canadian Tax Act) with any of the
foregoing or any affiliate of any of the foregoing except for (i) usual compensation payable in the
ordinary course of business, consistent with prior practice, (ii) inter-company advances and repayments
in the ordinary course of business, consistent with prior practice and (iii) payments made or indebtedness
incurred in respect of the provision of goods and services in the ordinary course of business, consistent
with prior practice; and

(b) neither NASCO nor Propane Corp. is a party to any contract or agreement with any officer, director,
employee, shareholder or any person not dealing at arm’s length (within the meaning of the Canadian
Tax Act) with any of the foregoing or any affiliate of any of the foregoing, except for (i) contracts of
employment and contracts or agreements entered into in the ordinary course of business, consistent with
prior practice, (ii) contracts and agreements in respect of inter-company advances in the ordinary course
of business, consistent with prior practice and (iii) contracts or agreements in respect of the provision of
goods and services in the ordinary course of business, consistent with prior practice.

3.55 No Contaminants

Propane Corp. is not aware, after due inquiry, of (a) any release of any hazardous substance or contaminant to
the environment or (b) any disposal, deposit, or discharge of any hazardous substance or contaminant in the course
of carrying on the Propane Business which, in either case, individually or in the aggregate, has had or could
reasonably be expected to have a material adverse effect on the carrying on of the Propane Business consistent with
prior practice.

3.56 Tax Matters

NASCO has filed all tax returns required to be filed by it in all applicable jurisdictions and has paid all taxes,
assessments, reassessments, penalties, interest and fines due and payable by it. Adequate provision has been made in
the Propane 1988 Financial Statements, for all taxes whether relating to income, sales, real or personal property, or
other types of taxes, including interest and penalties thereon, payable in respect of the business or assets of NASCO
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for all periods up to December 31, 1988. Canadian federal income tax assessments have been issued to NASCO
covering all past periods up to and including the fiscal year ended December 31, 1988 and such assessments, if any
amounts were owing in respect thereof, have been paid, and only the fiscal years subsequent to December 31, 1985
remain open for reassessment of additional taxes. Except as disclosed in writing by ICG to Westcoast and the
Purchaser prior to the date hereof, there are no actions, suits or other proceedings or investigations or claims in
progress, pending or threatened against ICG or NASCO in respect of any taxes, governmental charges or
assessments relating to the Propane Business and, in particular, there are no currently outstanding reassessments or
written inquiries which have been issued or raised by any governmental authority relating to any such taxes,
governmental charges and assessments. ICG, Propane Corp. and NASCO have withheld and remitted all amounts
required to be withheld and remitted by them in respect of any employees of the Propane Business or Propane Corp.
Correct and complete copies of all federal income tax returns, including schedules thereto, filed by NASCO with
Revenue Canada, Taxation for each of its last three fiscal years and all written communications relating thereto
have been made available to Westcoast.

ARTICLE 1V

REPRESENTATIONS AND WARRANTIES OF CENTRAL

Central hereby represents and warrants to Westcoast and the Purchaser and, in the case of Section 4.7 below,
to Westcoast, the Purchaser and ICG, as follows:

4.1 Organization

Each member of the Central Group has been duly incorporated and is a validly existing corporation under the
laws of its jurisdiction of incorporation. Each member of the Central Group has the corporate power and authority
to own, operate and lease its properties and assets and to carry on its business as it is now being conducted.

4.2 Authorization of Agreement

Each member of the Central Group has the corporate power and authority to enter into this Agreement and,
subject to the Interim Order and the Final Order and obtaining the requisite approvals contemplated hereby, to
perform its obligations hereunder. Each of Central and the Central Subsidiaries has the corporate power and
authority to complete the transactions to be completed by it under the Arrangement. The performance of such
obligations, including any transfers of shares among the Central Subsidiaries, does not result in, or constitute, a
breach of any agreement to which Central or any of the Central Subsidiaries are parties. The execution and delivery
of this Agreement by each member of the Central Group has been duly authorized by all necessary corporate action
and this Agreement has been duly executed and delivered by each member of the Central Group and constitutes a
valid and binding obligation of such member of the Central Group, enforceable against it in accordance with its
terms, subject to the availability of equitable remedies and the enforcement of creditors’ rights generally. Central
shall cause each of the Central Subsidiaries to duly authorize by all necessary corporate action each of the
transactions contemplated by the Arrangement to be completed by it.

4.3 Capitalization of Chancellor

The authorized capital of Chancellor consists of an unlimited number of common shares and an unlimited
number of preference shares, of which one common share and 3,495,700 preference shares are issued and
outstanding as fully paid and non-assessable shares. The sole issued and outstanding common share of Chancellor is
beneficially owned by Central free and clear of all liens, charges, encumbrances and adverse claims of any kind
whatsoever other than the rights of MICC pursuant to the Option Agreement. All of the issued and outstanding
preference shares of Chancellor are beneficially owned by MICC free and clear of all liens, charges, encumbrances
and adverse claims of any kind whatsoever. There are no options, warrants or other rights, agreements (other than
this Agreement or the Arrangement) or commitments outstanding that obligate Chancellor to issue any shares in its
capital or other securities which are convertible or exchangeable into shares or options which are exercisable for the
purchase of shares in its capital. No additional shares will be created or issued by Chancellor except as
contemplated by this Agreement or the Arrangement. Upon the completion of the Arrangement in accordance with
the provisions of this Agreement, all of the issued and outstanding preference shares of Chancellor and the sole
issued and outstanding common share of Chancellor shall be beneficially owned by the Purchaser (or if the
Purchaser has assigned certain of its rights and obligations under this Agreement pursuant to and in accordance with
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the provisions of Section 13.5 hereof, shall be beneficially owned by the Designated Propane Nominee) free and
clear of all liens, charges, encumbrances and adverse claims of any kind whatsoever.

4.4 Capitalization of 2451417

The authorized capital of 2451417 consists of an unlimited amount of common shares, of which 4,675,000
common shares are issued and outstanding as fully paid and non-assessable shares. All of the issued and outstanding
shares of 2451417 are beneficially owned by MICCI free and clear of all liens, charges, encumbrances and adverse
claims of any kind whatsoever. There are no options, warrants or other rights, agreements (other than this
Agreement or the Arrangement) or commitments outstanding that obligate 2451417 to issue any shares in its
capital or other securities which are convertible or exchangeable into shares or options which are exercisable for the
purchase of shares in its capital. No additional shares will be created or issued by 2451417 except as contemplated
by this Agreement or the Arrangement. Upon the completion of the Arrangement in accordance with this
Agreement, all of the issued and outstanding shares of 2451417 shall be beneficially owned by the Purchaser free
and clear of all liens, charges, encumbrances and adverse claims of any kind whatsoever.

4.5 Capitalization of Newco

The authorized capital of Newco consists of an unlimited amount of common shares, of which one common
share is issued and outstanding as a fully paid and non-assessable share. The sole issued and outstanding share of
Newco is beneficially owned by 2451417 free and clear of all liens, charges, encumbrances and adverse claims of any
kind whatsoever. There are no options, warrants or other rights, agreements (other than this Agreement or the
Arrangement) or commitments outstanding that obligate Newco to issue any shares in its capital or other securities
which are convertible or exchangeable into shares or options which are exercisable for the purchase of shares in its
capital. No additional shares will be created or issued by Newco except as contemplated by this Agreement or the
Arrangement.

4.6 Beneficial Ownership of Common Shares and Third Preference Shares

Central and its subsidiaries are the beneficial owners, free and clear of all liens, charges, encumbrances and
adverse claims of any kind whatsoever, of that number of Common Shares and Third Preference Shares as set forth
opposite their respective names below:

Number of Number of Third
Central Group Common Shares Preference Shares
ZANVAYT oo i viavis cn & snes wanens e v S SIS SR @ RN SN SIS S SR 4,675,000 —
CHANCEOR & ¢ can + vus vains semn v & oas F600E Tal Sai0s v s wal SATE TEes 3,495,700 -
2451409 Manmioba Ltd.. .. : oo vin s oo o s vann o s b Lams sss s 2,399,700 —
Central Guaranty Trust Company . ............c.ooviiiieenn... — 223,800

4.7 Litigation

Except for any proceedings or investigations commenced in order to satisfy the conditions set forth in
Article XI, (a) there are no actions, suits, proceedings or investigations commenced or to the knowledge of any
member of the Central Group contemplated or threatened against or affecting Central or any of the Central
Subsidiaries at law or in equity, before or by any governmental department, commission, board, bureau, court,
agency, arbitrator or instrumentality, domestic or foreign, of any kind and (b) to the knowledge of any member of
the Central Group, there are no existing facts or conditions which could reasonably be expected to be a proper basis
for any such actions, suits, proceedings or investigations, which, in either case, could reasonably be expected to
prevent or materially hinder the completion of the Arrangement or the other transactions contemplated by this
Agreement.

4.8 Assets of 2451417 and Newco

2451417 does not have any assets other than cash or other liquid investments in an aggregate amount not
exceeding $1,000, 4,675,000 Common Shares and one common share in the capital of Newco beneficially owned by
2451417 free and clear of all liens, charges, encumbrances and adverse claims of any kind whatsoever. Newco does
not have any assets other than cash in an aggregate amount not exceeding $1,000. Upon completion of the
Arrangement on the Effective Date, 2451417 will own all of the issued and outstanding common shares of Utilities
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Canada free and clear of all liens, charges, encumbrances and adverse claims of any kind whatsoever created by
Central or any of the Central Subsidiaries or arising as a result of the Arrangement and will have no other assets, on
an unconsolidated basis, other than cash or other liquid investments in an aggregate amount not exceeding $1,000.

4.9 Liabilities of 2451417 and Newco

Neither 2451417 nor Newco has or will have, on the Effective Date, as a result of or arising from the
completion of the Utilities Pro Forma Transactions, the Arrangement or otherwise, any outstanding liabilities,
contingent or otherwise, and neither 2451417 nor Newco is or will be on the Effective Date a party to or bound by
any agreement of guarantee, support, indemnification, assumption, or endorsement of, or any other similar
commitment with respect to the obligations, liabilities (contingent or otherwise) or indebtedness of any person,
other than those contemplated by the Utilities Purchase Agreement, the Utilities Assumption Agreement, the
Newco Redemption Note and Section 2.4.

Except for the Newco Redemption Note, as set forth in the Utilities Assumption Agreement and as
contemplated by Section 2.4, 2451417 and Newco have not agreed to create or issue any bonds, debentures, notes,
mortgages or other similar evidences of indebtedness.

4.10 Assets of Chancellor

Chancellor does not have any assets other than cash or other liquid investments in an aggregate amount not
exceeding $1,000 and 3,495,700 Common Shares beneficially owned by Chancellor free and clear of all liens,
charges, encumbrances and adverse claims of any kind whatsoever. Upon completion of the Arrangement on the
Effective Date, Chancellor will own all of the issued and outstanding shares of Propane Corp. free and clear of all
liens, charges, encumbrances and adverse claims of any kind whatsoever created by Central or any of the Central
Subsidiaries or arising as a result of the Arrangement and will have no other assets, on an unconsolidated basis,
other than cash or other liquid investments in an aggregate amount not exceeding $1,000.

4.11 Liabilities of Chancellor

Chancellor does not have and will not have on the Effective Date, as a result of or arising from the completion
of the Propane Pro Forma Transactions, the Arrangement or otherwise, any outstanding liabilities, contingent or
otherwise, and Chancellor is not and will not be on the Effective Date a party to or bound by any agreement of
guarantee, support, indemnification, assumption, or endorsement of, or any other similar commitment with respect
to the obligations, liabilities (contingent or otherwise) or indebtedness of any person, other than those contemplated
by the Chancellor Purchase Agreement and the Chancellor Redemption Note.

Except for the Chancellor Redemption Note, Chancellor has not agreed to create or issue any bonds,
debentures, notes, mortgages or other similar evidences of indebtedness.

4.12 Tax Matters

Each of Chancellor, 2451417 and Newco has filed all tax returns required to be filed by it in all applicable
jurisdictions and has paid all taxes, assessments, reassessments, penalties, interest and fines due and payable by it.
There are no actions, suits or other proceedings or investigations or claims in progress, pending or threatened against
Chancellor, 2451417 or Newco in respect of any taxes, governmental charges or assessments and, in particular, there
are no currently outstanding reassessments or written inquiries which have been issued or raised by any
governmental authority relating to any such taxes, governmental charges and assessments. Chancellor, 2451417 and
Newco have withheld and remitted all amounts required to be withheld and remitted by them in respect of any
taxes. Correct and complete copies of all Federal income tax returns, including schedules thereto, filed by
Chancellor with Revenue Canada, Taxation for its last fiscal year and all written communications relating thereto
have been provided to Westcoast. 2451417 and Newco have not filed any such return or conducted any written
communications with Revenue Canada, Taxation except as provided to Westcoast.

4.13 Employment Contracts

Since June 1, 1989, none of Chancellor, 2451417 or Newco has carried on any business or employed any
employees.
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4.14 Compliance with Letter of Understanding

Central has complied in all material respects with all the provisions to be complied with by Central which are
contained in the Letter of Understanding dated July 4, 1989 between Central and Westcoast.

4.15 Tax Cost

The adjusted cost base for purposes of the Canadian Tax Act to 2451417 and Chancellor of the Common
Shares held by them, respectively, immediately prior to the completion of the exchanges contemplated by
Section 3.1(e) of the Arrangement will not be less than $10.00 per Common Share.

4.16 Ownership of Central Subsidiaries

Each of the Central Subsidiaries is a direct or indirect subsidiary of Central.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF
WESTCOAST AND THE PURCHASER

Westcoast and the Purchaser jointly and severally represent and warrant to ICG and Central as follows:

5.1 Organization

Each of Westcoast and the Purchaser has been duly incorporated and is a validly existing corporation under the
laws of its jurisdiction of incorporation and has at the date hereof and will have at the Effective Date the corporate
power and authority to carry on its business as presently conducted by it.

5.2 Authorization of Agreement

Each of Westcoast and the Purchaser has the corporate power and authority to enter into this Agreement and,
subject to obtaining the requisite approvals contemplated hereby, to perform its obligations hereunder and under the
Arrangement. This Agreement has been duly executed and delivered by each of Westcoast and the Purchaser and
constitutes a valid and binding obligation of each of Westcoast and the Purchaser enforceable against each of them
in accordance with its terms, subject to the availability of equitable remedies and enforcement of creditors’ rights
generally. The execution and delivery of this Agreement by Westcoast and the Purchaser and the consummation by
each of Westcoast and the Purchaser of the transactions contemplated hereby and by the Arrangement have been
duly authorized by the Boards of Directors of each of Westcoast and the Purchaser and do not contravene:

(a) the articles or by-laws of Westcoast or the Purchaser;

(b) any applicable laws the contravention of which could reasonably be expected to (i) prevent or hinder the
completion of the Arrangement or (ii) prevent or materially hinder the completion of any other
transaction contemplated by this Agreement; or

(c¢) any indenture, mortgage, deed of trust, loan agreement or other agreement or instrument, written or oral,
to which Westcoast or the Purchaser is a party or by which it may be bound, the contravention of which
could reasonably be expected to (i) prevent or hinder the completion of the Arrangement or (ii) prevent
or materially hinder the completion of any other transaction contemplated by this Agreement.

5.3 Financing

Westcoast and the Purchaser will have on or prior to the Effective Date sufficient readily available funds and,
on or prior to the Effective Date, shall deposit with the Depositary sufficient funds to acquire all of the issued and
outstanding 2451417 Common Shares and Chancellor Preference Shares in accordance with the provisions of
Article II of this Agreement and the Arrangement. The letter from the Canadian Imperial Bank of Commerce
dated December 11, 1989 confirming that such bank has committed to finance the obligations of Westcoast and the
Purchaser pursuant to Article II of this Agreement to the extent such obligations do not exceed $715,000,000 is in
full force and effect, unamended, as of the date hereof.
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5.4 No Misrepresentation

The information set out in the Documents relating to Westcoast, its subsidiaries and other interests, and its
businesses and property (including without limitation information useful in the assessment of the financial ability of
Westcoast to complete the Arrangement) was true, correct and complete in all material respects as of the dates
specified therein and did not as of such dates contain any untrue statement of any material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein not misleading in
light of the circumstances in which they were made, with materiality assessed on the basis required in respect of
such filings.

5.5 Litigation

Except for any proceedings or investigations commenced in order to satisfy the conditions set forth in
Article XI, (a) there are no actions, suits, proceedings or investigations commenced or to the knowledge of
Westcoast contemplated or threatened against or affecting Westcoast or the Purchaser at law or in equity, before or
by any governmental department, commission, board, bureau, court, agency, arbitrator or instrumentality, domestic
or foreign, of any kind and (b) to the knowledge of Westcoast, there are no existing facts or conditions which could
reasonably be expected to be a proper basis for any actions, suits, proceedings or investigations, which, in either case,
could reasonably be expected to prevent or materially hinder the completion of the Arrangement or the other
transactions contemplated by this Agreement.

5.6 Securities of ICG

Neither Westcoast nor the Purchaser is the beneficial owner of any securities in the capital of ICG or securities
which are convertible or exchangeable into securities of ICG or options which are exercisable for the purchase of
securities of ICG.

ARTICLE VI

PRE-ARRANGEMENT COVENANTS
6.1 Preliminary Transactions
Subject to receipt of the Tax Ruling, on or prior to the Effective Date:

Utilities Canada Transactions
(a) Alberta Marketing Operations and Manitoba Pipeline

ICG shall transfer to Utilities Canada all right, title and interest of ICG in and to the Alberta Marketing
Operations and the Manitoba Pipeline in consideration for the issue by Ultilities Canada to ICG of
additional common shares of Utilities Canada.

(b) Itron, Inc.

CHL Holdings Inc., a wholly-owned subsidiary of ICG, shall assign and transfer the Itron Securities to
Utilities Canada for the value at which the Itron Securities are carried on the books of CHL Holdings
Inc. at the time of such assignment and transfer, payable in cash by Utilities Canada to CHL Holdings
Inc;

(¢) ICG Brunswick Gas (1985) Inc. and ICG Scotia Gas Ltd.

ICG shall assign and transfer to Ultilities Canada all of the issued and outstanding shares in the capital of
ICG Brunswick Gas (1985) Inc. and all amounts owing by ICG Brunswick Gas (1985) Inc. to ICG and
all of the issued and outstanding common shares of ICG Scotia Gas Ltd. owned by ICG in consideration
for the issue by Utilities Canada to ICG of additional common shares of Utilities Canada.

(d) Utilities Bank Restructuring

ICG may restructure, at its cost, its bank indebtedness relating to the Utilities Business in a manner such
that the bank indebtedness reflected in the Utilities 1988 Financial Statements, as the same may have
increased or decreased in the ordinary course of carrying on the Utilities Business consistent with prior
practice to the date of such restructuring, is indebtedness (i) which is assumed by Utilities Canada or a
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Utilities Subsidiary and, under the terms of such assumption, is repayable by Utilities Canada or a
Utilities Subsidiary directly to the lenders and (ii) which is immediately repayable without penalty.

Propane Corp. Transactions

(e) Incorporation of Propane Business

()

ICG shall cause Propane Corp. to be incorporated, with articles of incorporation satisfactory to
Westcoast acting reasonably. On or prior to the Effective Date, ICG and Propane Corp. shall execute and
deliver the Roll Down Agreement and pursuant thereto ICG shall assign, transfer and convey to Propane
Corp. the assets, property and undertaking of the Propane Business, together with all the issued and
outstanding shares in the capital of NASCO in consideration for the issue by Propane Corp. to ICG of
common shares in the capital of Propane Corp. and the assumption by Propane Corp., pursuant to the
Roll Down Assumption Agreement, of (i) ICG Non-Trade Liabilities in an amount equal to the Propane
Debt Portion and (ii) all liabilities and obligations, contingent or absolute, of ICG with respect to the
Propane Business other than liabilities in respect of:

(A) any and all taxes (including any and all interest, fines and penalties in respect thereof) of any
nature imposed, levied, withheld or assessed on or with respect to the income, profits, gains or, for
the period commencing on the date of incorporation of Propane Corp., the capital (within the
meaning of applicable corporation capital tax legislation), of ICG by Canada or by any province
thereof;

(B) litigation described in subparagraph (b)(ii) of the definition of “Roll Down Liabilities” in
Section 1.1 of the Roll Down Assumption Agreement;

(C) all costs and expenses including without limitation, all applicable land transfer, retail sales and
other taxes (including any and all interest, fines and penalties in respect thereof), all legal costs and
all audit and related costs incurred in connection with the incorporation of Propane Corp., the
registration and/or licensing of Propane Corp. to carry on the Propane Business consistent with
prior practice and the aforesaid assignment, transfer and conveyance to Propane Corp. of the
undertaking, property and assets of the Propane Business; and

(D) the Propane Business which did not arise in the ordinary course of carrying on the Propane
Business consistent with prior practice, unless and to the extent that on or prior to the Effective
Date Westcoast and the Purchaser shall have notified ICG in writing that Propane Corp. may
assume any such liability.

Such assignment, transfer, conveyance and assumption shall be effected in a manner such that, on the
date of completion of the Propane Incorporation, each of the representations and warranties relating to
Propane Corp. set forth in Sections 3.42 to 3.56, inclusive, shall be true and correct and Propane Corp.
shall hold all permits, licences, approvals and franchises which it requires or is required to have to own
the properties and assets used in connection with the Propane Business and to carry on the Propane
Business in a manner consistent with prior practice other than permits required in connection with such
properties or assets or such part of the Propane Business which, individually or in the aggregate, are not
material to the carrying on of the Propane Business consistent with prior practice. The Roll Down
Agreement and the Roll Down Assumption Agreement shall be in the form of the agreements identified
in writing by each of ICG and Westcoast. Not later than January 15, 1990, ICG shall deliver to
Westcoast drafts of all agreements, instruments and other documents necessary to effect the completion
of the purchase and sale contemplated by the Roll Down Agreement and all such agreements,
instruments and other documents shall be in form and content satisfactory to Westcoast, acting
reasonably; and

Propane Bank Restructuring

ICG may restructure, at its cost, its bank indebtedness relating to the Propane Business in a manner such
that (i) the bank indebtedness reflected in the Propane 1988 Financial Statements, as the same may
have increased or decreased in the ordinary course of carrying on the Propane Business to the date of
such restructuring, is indebtedness which (A) will become direct indebtedness of Propane Corp. upon
the Propane Incorporation and (B) is immediately repayable without penalty and (ii) the indebtedness

194



of NASCO to Roynat Inc. reflected in the Propane 1988 Financial Statements, as the same may have
increased or decreased in the ordinary course of business, consistent with prior practice, is refinanced
with bank indebtedness which is immediately repayable without penalty.

6.2 Pension Plans

1CG, Westcoast, the Purchaser, Utilities Canada and Propane Corp. shall, on or prior to the Effective Date,
execute and deliver the Pension and Benefits Agreement, which shall be in the form and on the terms of the
agreement identified in writing by each of ICG and Westcoast.

6.3 Central/Norcen Agreement, Listing of Shares on the Winnipeg Stock Exchange
and Transfer of Common Shares

(a) Central shall comply with all of the covenants to be performed by it pursuant to the Central/Norcen
Agreement and shall use all reasonable efforts to complete the transactions contemplated by the
Central/Norcen Agreement, including the purchase of the First Preference Shares.

(b)

(c)

(d)

Provided the Central/Norcen Agreement shall be completed:

(i)

(ii)

(iii)

(iv)

v

Central shall cause MICCI not to tender for cancellation on January 1, 1990 11,430 First
Preference Shares with a par value of $8,001,000; ICG hereby confirms and agrees that, if the
Arrangement is not completed, ICG shall purchase for cancellation such First Preference Shares
on the day that is 30 days after the Termination Date;

on the Effective Date and prior to the Effective Time, ICG will demand and Central shall cause
MICCI to pay to ICG the principal amount due on the Norcen Note plus accrued interest thereon
to the Effective Date;

subject to the performance by ICG of its obligations pursuant to Section 6.3(b)(iv) and in
consideration of ICG agreeing to change all the outstanding First Preference Shares into 2,439,920
Class C 8% Convertible Preference Shares as contemplated by subsection 3.1(t)(ii) of the
Arrangement, MICCI agrees to issue the Warrants in accordance with the Warrant Agreement
and the provisions of Section 3.1(v) of the Arrangement;

ICG agrees with MICCI that ICG shall change all the outstanding First Preference Shares into
2,439,920 Class C 8% Convertible Preference Shares as contemplated by subsection 3.1(t) (ii) of
the Arrangement; in addition, ICG shall co-operate with Central and MICCI with respect to all
matters relating to the issue of the Warrants by MICCI and the issue of Class C 8% Convertible
Preference Shares upon the exercise of the Warrants in accordance with the terms thereof; without
limiting the generality of the foregoing, ICG shall, if necessary, prepare, file and distribute in all
applicable jurisdictions in accordance with applicable law a prospectus or similar document and
shall indemnify Central and MICCI from and against all liability, claims and costs which Central
or MICCI may incur or suffer in connection therewith (other than any such liability, claims or
costs arising with respect to any information relating to Central or MICCI contained in such
prospectus or similar document which was provided by Central or MICCI); and

until the exercise or expiry of all Warrants issued by MICCI pursuant to the provisions hereof,
ICG shall not take or suffer or permit to be taken any action or matter with respect to the Class C
8% Convertible Preference Shares of the nature or kind referred to in clauses 3.5 and 3.6 of
Appendix I to the Arrangement, provided that for the purposes of this Section 6.3(b)(v), each
reference in such Appendix to Common Shares shall be deemed to be a reference to Class C
8% Convertible Preference Shares;

Central shall use all reasonable efforts to cause the 2451417 Common Shares and Chancellor Preference
Shares to be listed on the Winnipeg Stock Exchange prior to and at the Effective Time; and

Prior to the Effective Time Central shall cause the following to occur:

(i)

(i)

2451409 Manitoba Ltd. shall transfer to CCMI 2,399,700 Common Shares in connection with the
commencement of the voluntary dissolution of 2451409 Manitoba Ltd.; and

CCMI shall transfer to MICCI 2,399,700 Common Shares.
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6.4 Second Preference Shares of ICG

Subject to receipt by ICG of the Tax Ruling, ICG shall redeem, in accordance with the respective terms and
conditions thereof, all of the issued and outstanding Second Preference Shares prior to the date of the ICG Special
Meeting or, if the Interim Order provides that holders of Second Preference Shares shall not be entitled to vote as
such in respect of the resolution to approve the Arrangement, prior to the Effective Date.

6.5 Employee Share Ownership Plan, Employee Share Option Plan and
Dividend Reinvestment and Share Purchase Plan

(a)

(b)

(c)

ICG has not issued any rights or options under or pursuant to the Employee Share Option Plan since
October 31, 1989 and shall not issue any such rights or options after the date hereof.

ICG shall not issue any shares, options or rights under or pursuant to the Employee Share Ownership
Plan after December 31, 1989 and on or prior to the Effective Date. All Common Shares to be issued
pursuant to the rights or options outstanding under the Employee Share Ownership Plan shall be issued
and outstanding prior to the date of the ICG Special Meeting.

ICG shall not issue any shares, options or rights under or pursuant to the Dividend Reinvestment and
Share Purchase Plan after January 15, 1990 and on or prior to the Effective Date. All Common Shares to
be issued pursuant to the rights or options outstanding under the Dividend Reinvestment and Share
Purchase Plan shall be issued and outstanding prior to the date of the ICG Special Meeting.

6.6 Conduct of Utilities Business until the Effective Date

Until the Effective Date, except as disclosed in writing by ICG to Westcoast and the Purchaser on or prior to
the date hereof, unless (i) Westcoast shall otherwise consent in writing, (ii) a utilities regulatory authority having
jurisdiction over Utilities Canada or any of the Utilities Subsidiaries otherwise orders or (iii) otherwise
contemplated by the completion of the Utilities Pro Forma Transactions and the Arrangement:

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

ICG shall, and shall cause Ultilities Canada to, carry on the Ultilities Business in the ordinary course,
consistent with prior practice and, to the extent consistent with such practice, use reasonable efforts to
preserve the business operations of the Utilities Business including maintaining the goodwill of the
Utilities Business with the employees, customers, suppliers, regulatory authorities and others having
business dealings with the Utilities Business;

ICG shall not permit Utilities Canada or any of the Ultilities Subsidiaries to merge into or with, or
amalgamate or consolidate with, or acquire all or substantially all of the shares or assets of, or enter into
any corporate reorganization with, any other corporation or person;

ICG shall not permit Ultilities Canada or any of the Utilities Subsidiaries to perform any act or enter into
any transaction or negotiation which reasonably could be expected to interfere or be inconsistent with the
completion of the transactions contemplated by this Agreement;

ICG shall not permit Utilities Canada or any of the Ultilities Subsidiaries to amend its corporate charter,
by-laws or similar organizational documents;

ICG shall not permit Utilities Canada or any of the Utilities Subsidiaries to issue or agree to issue any
additional shares of, or rights of any kind to acquire any shares of, any class of its share capital or other
securities which are convertible or exchangeable into shares or options which are exercisable for the
purchase of shares in its capital;

ICG shall cause Utilities Canada and each of the Utilities Subsidiaries to maintain all its assets, whether
owned or leased, in good condition and repair on a basis consistent with prior practice, and maintain
insurance upon its respective assets comparable in amount, scope and coverage to that in effect on the
date hereof;

ICG shall cause Utilities Canada and each of the Utilities Subsidiaries to maintain its books, records and
accounts in the ordinary course of business on a basis consistent with prior practice;

ICG shall not permit Utilities Canada or any of the Utilities Subsidiaries to enter into any new
employment contract, amend any existing employment contract or grant any increases in compensation
or benefits, other than such amendments or increases made or granted in the ordinary course of the
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(1)

annual salary reviews of Ultilities Canada or any of the Ultilities Subsidiaries consistent with prior
practice; and

ICG shall cause Utilities Canada and each of the Utilities Subsidiaries to do or refrain from doing all acts
and things in order that the representations and warranties in Sections 3.8 to 3.25, inclusive, hereof shall
be true and correct on the Effective Date as if such representations and warranties were made at and as of
such date and to satisfy or cause to be satisfied the conditions in Article XI which are within the control
of Utilities Canada or the Ultilities Subsidiaries.

6.7 Conduct of Propane Business until the Effective Date

Until the Effective Date, unless Westcoast shall otherwise consent in writing or as otherwise contemplated by
the completion of the Propane Pro Forma Transactions and the Arrangement:

(a)

(b)

(c)

(d)

(e)

()

(2)

prior to the Propane Incorporation ICG shall and shall cause NASCO to, and thereafter ICG shall cause
Propane Corp. and NASCO to, carry on the Propane Business in the ordinary course, consistent with
prior practice and, to the extent consistent with such practice, use reasonable efforts to preserve the
business operations of the Propane Business, including maintaining the goodwill of the Propane Business
with the employees, customers, suppliers, regulatory authorities and others having business dealings with
the Propane Business;

prior to the Propane Incorporation ICG shall not merge, amalgamate or consolidate the Propane
Business with the business of any other corporation or person or with any other business of ICG, nor will
ICG permit NASCO to merge into or with, or amalgamate or consolidate with or acquire all or
substantially all of the shares or assets of, or enter into any corporate reorganization with, any other
corporation or person and, after the Propane Incorporation, ICG shall not permit Propane Corp. or
NASCO to merge into or with, or amalgamate or consolidate with, or acquire all or substantially all of
the shares or assets of, or enter into any corporate reorganization with, any other corporation or person;

prior to the Propane Incorporation ICG shall not, nor shall ICG permit NASCO to, perform any act or
enter into any transaction or negotiation which reasonably could be expected to interfere or be
inconsistent with the completion of the transactions contemplated by this Agreement and, after the
Propane Incorporation, ICG shall not permit Propane Corp. or NASCO to perform any act or enter into
any transaction or negotiation which reasonably could be expected to interfere or be inconsistent with the
completion of the transactions contemplated by this Agreement;

prior to the Propane Incorporation ICG shall not permit NASCO to, and after the Propane
Incorporation, ICG shall not permit Propane Corp. or NASCO to, amend its corporate charter, by-laws
or similar organizational documents;

prior to the Propane Incorporation ICG shall not permit NASCO to, and, after the Propane
Incorporation, ICG shall not permit Propane Corp. or NASCO to, issue or agree to issue any additional
shares of, or rights of any kind to acquire any shares of, any class of its share capital or other securities
which are convertible or exchangeable into shares or options which are exercisable for the purchase of
shares in its capital;

prior to the Propane Incorporation ICG shall, and shall cause NASCO to, maintain all its assets used in
connection with the Propane Business, whether owned or leased, in good condition and repair on a basis
consistent with prior practice and maintain insurance upon such assets comparable in amount, scope and
coverage to that in effect on the date hereof and, after the Propane Incorporation, ICG shall cause
Propane Corp. and NASCO to maintain all of their respective assets, whether owned or leased, in good
condition and repair on a basis consistent with prior practice and maintain insurance upon such assets
comparable in an amount, scope and coverage to that in effect on the date hereof;

prior to the Propane Incorporation ICG shall, and shall cause NASCO to, maintain its books, records
and accounts used in connection with the Propane Business in the ordinary course of business on a basis
consistent with prior practice and, after the Propane Incorporation, ICG shall cause Propane Corp. and
NASCO to maintain their respective books, records and accounts in the ordinary course of business on a
basis consistent with prior practice;
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(h) prior to the Propane Incorporation any costs including, without limitation, land transfer taxes, retail sales
and other taxes (including any and all interest, fines and penalties in respect thereof), registration fees
and legal fees and disbursements in connection with the transfer of title to property from predecessor
bodies corporate of ICG to ICG shall not be accounted for by ICG as expenses of the Propane Business
nor shall such costs be paid for out of assets of the Propane Business or be accrued as liabilities of the
Propane Business;

(i) prior to the Propane Incorporation ICG shall not and shall not permit NASCO to, and, after the Propane
Incorporation, ICG shall not permit Propane Corp or NASCO to enter into any new employment
contract, amend any existing employment contract or grant any increases in compensation or benefits,
other than such amendments or increases made or granted in the ordinary course of the annual salary
reviews of ICG or NASCO consistent with prior practice for the Propane Business; and

(j) prior to the Propane Incorporation ICG shall and shall cause NASCO to, and following the Propane
Incorporation, ICG shall cause Propane Corp. and NASCO to, do or refrain from doing all acts and
things in order that the representations and warranties in Sections 3.26 to 3.56 inclusive, shall be true and
correct on the Effective Date except as to those representations and warranties in Sections 3.26 to 3.41,
inclusive, to the extent contemplated by the Propane Incorporation, as if such representations and
warranties were made at and as of such date and to satisfy or cause to be satisfied the conditions in
Article XI which are within the control of ICG, Propane Corp. or NASCO.

6.8 ICG Circular

ICG shall, in a timely manner, prepare and file the ICG Circular in all jurisdictions where the same is required
and mail the same in accordance with applicable law and the Interim Order. Westcoast and the Purchaser shall
furnish, on a timely basis, all such information regarding Westcoast, the Purchaser and the Designated Propane
Nominee as may be required to be included in the ICG Circular. Westcoast and the Purchaser shall be permitted to
review and comment upon drafts of the ICG Circular prior to the filing and mailing thereof and all information
regarding Westcoast, the Purchaser and the Designated Propane Nominee contained in the ICG Circular shall be
subject to the approval of Westcoast and the Purchaser. Central shall furnish or shall cause to be furnished, on a
timely basis, all such information regarding Central and the Central Subsidiaries as may be required to be included
in the ICG Circular. Central shall be permitted to review and comment upon drafts of the ICG Circular prior to the
filing and mailing thereof and all information regarding Central and the Central Subsidiaries contained in the ICG
Circular which is based upon information supplied by Central shall be subject to the approval of Central.

6.9 The Arrangement

(a) Subject to the provisions of Section 6.10, each of the parties hereto shall use all reasonable efforts to
satisfy each of the conditions precedent to be satisfied by it and to take, or cause to be taken, all other
action and to do, or cause to be done, all other things necessary, proper or advisable under applicable laws
and regulations to permit the completion of the Arrangement in accordance with the provisions of this
Agreement and to consummate and make effective all other transactions contemplated in this Agreement
and to cooperate with each other in connection with the foregoing, including using all reasonable efforts
to:

(i) obtain the Tax Ruling including, if necessary to obtain such rulings or to comply with the
conditions thereof the amendment of this Agreement, the Arrangement and/or any other
document or instrument contemplated hereby, provided any such amendment or compliance with
any such condition would not adversely affect any party hereto or the Designated Propane
Nominee, in the sole opinion of such party;

(ii) provide notice to and obtain all necessary waivers, consents and approvals from other parties to loan
agreements, leases and other contracts to which it or any of its subsidiaries is a party and releases of
all pledges, guarantees and security made or granted by it, which in any case, are necessary to effect
the Arrangement or the other transactions contemplated hereby;

(iii) obtain all necessary consents, approvals and authorizations as are required to be obtained by it
under any Canadian, United States or other foreign law or regulations which are necessary to effect
the Arrangement or the other transactions contemplated hereby;
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(b)

(iv)

(v)

(vi)
(vii)

defend all lawsuits or other legal proceedings to which it is a party challenging this Agreement, the
Arrangement or the completion of the transactions contemplated hereby or thereby; and

lift or rescind any injunction or restraining order or other order which may be entered against it
adversely affecting the ability of the parties to complete the transactions contemplated hereby;

and also including, in the case of ICG, Westcoast and the Purchaser, using all reasonable efforts to:
obtain the Interim Order and the Final Order as provided in Section 2.1 hereof; and

effect all necessary registrations and filings (including, but not limited to, any filings required by
the HSR Act or the CA or required to maintain the Material Utilities Permits in full force and
effect upon completion of the Arrangement) and submissions of information requested of it by
governmental authorities which are necessary to effect the Arrangement or the other transactions
contemplated hereby;

and also including, in the case of ICG, using all reasonable efforts to obtain the approvals of the holders
of the Common Shares, the First Preference Shares, the Third Preference Shares and the Options
required for the implementation of the Arrangement.

Without limiting the generality of the foregoing, each of the parties hereto shall keep all other parties
apprised of the steps taken or to be taken by such party to effect the foregoing matters and where
appropriate, provide the other parties hereto with the opportunity to comment on documents, in draft
form, which are necessary in connection with such matters.

Subject to the provisions of Section 6.10, Central hereby covenants and agrees with Westcoast and the
Purchaser as follows:

(1)

(ii)

(iii)

(iv)

(v)

Central and each of its subsidiaries shall vote or cause to be voted in favour of the Arrangement at
the ICG Special Meeting all shares in the capital of ICG which it beneficially owns or over which
it exercises control or direction;

neither Central nor any of the Central Subsidiaries shall take any action, directly or indirectly, with
the intention of adversely affecting the completion of the Arrangement;

neither Central nor any of the Central Subsidiaries shall permit any Common Shares, First
Preference Shares or Third Preference Shares which it beneficially owns or over which it exercises
control or direction to be transferred other than (A) as contemplated by this Agreement; or (B) to
a direct or indirect subsidiary of Central which has agreed to be bound by the provisions of this
Agreement provided such transfer does not require amendments to the Tax Ruling or ICG Circular
which cause undue delay in completing the Arrangement;

subject to obtaining all necessary regulatory approvals, Central shall cause to be transferred to
MICCI such number of Third Preference Shares currently held by Central or any of its
subsidiaries or shall otherwise cause MICCI to acquire such number of Common Shares and/or
Third Preference Shares as may be necessary to ensure that the number of Common Shares held
by MICCI immediately prior to giving effect to the provisions of Section 3.1(c) of the
Arrangement is not less than the MICCI Proportionate Number (as defined in the Arrangement);
and

Central and each of the Central Subsidiaries which owns shares in the capital of ICG shall act as a
shareholder of ICG with a view to ensuring that all other things necessary, proper or advisable
under applicable laws and regulations to consummate and make effective the Arrangement are
done and that all other transactions contemplated in this Agreement are effected and, as a
shareholder of ICG, Central and each of the Central Subsidiaries which owns shares in the capital
of ICG shall use all reasonable efforts in such capacity and cooperate with Westcoast and the
Purchaser (A) with a view to causing the Utilities Business and the Propane Business to be
conducted in the ordinary course of business consistent with past practice and so as to maintain the
goodwill of such businesses with their suppliers, customers, employees and regulators and with a
view to causing ICG to provide reasonable access to Westcoast, the Purchaser, the Designated
Propane Nominee and their respective representatives to the premises, personnel and records of
such businesses so that Westcoast, the Purchaser and the Designated Propane Nominee may carry
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out due diligence procedures to verify the truth of the representations and warranties of ICG in this
Agreement, and (B) in order to permit ICG to:

(D obtain the approvals of the holders of the Common Shares, the First Preference Shares
and the Third Preference Shares required for the implementation of the Arrangement;

(IT)  obtain the Interim Order and the Final Order as provided in Section 2.1 hereof:

(IIT)  effect all necessary registrations and filings (including, but not limited to, any filings
required by the HSR Act or the CA or required to maintain the Material Utilities Permits
in full force and effect upon completion of the Arrangement) and submissions of
information requested of ICG by governmental authorities which are necessary to effect
the Arrangement or the other transactions contemplated hereby;

(IV)  obtain all necessary waivers, consents and approvals from other parties to loan agreements,
leases and other contracts to which ICG is a party which are necessary to effect the
Arrangement or the other transactions contemplated hereby;

(V) obtain all necessary consents, approvals and authorizations as are required to be obtained
by ICG under any Canadian, United States or other foreign law or regulations which are
necessary to effect the Arrangement or the other transactions contemplated hereby;

(VI) defend all lawsuits or other legal proceedings to which ICG is a party challenging this
Agreement, the Arrangement or the completion of the transactions contemplated hereby
or thereby;

(VII) lift or rescind any injunction or restraining order or other order which may be entered
against ICG adversely affecting the ability of the parties to complete the transactions
contemplated hereby; and

(VIII) ensure that none of Utilities Canada, any of the Ultilities Subsidiaries, NASCO or Propane
Corp. issues or agrees to issue any shares or securities convertible or exchangeable into
shares or options exercisable for the purchase of shares on or before the Effective Date
except as contemplated in this Agreement and by the Arrangement.

6.10 No Solicitation

(a)

(b)

Until the Effective Date, ICG shall not, except as contemplated by this Agreement, solicit, encourage,
assist or agree to any offers or proposals for the acquisition by any party of the Utilities Business or the
Propane Business (except in connection with the acquisition of ICG as a whole) and ICG shall not
solicit, encourage, assist or agree to any offer or proposals for the acquisition of ICG as a whole, or
negotiate or discuss with any party the acquisition of ICG as a whole; provided, however, that the
foregoing provisions of this Section 6.10 shall not apply to unsolicited offers or proposals by any party (a
“Third Party”) other than any party hereto or any subsidiary or affiliate of any party hereto to acquire
ICG as a whole. If ICG shall receive an unsolicited offer or proposal from a Third Party to acquire ICG
as a whole which ICG desires to accept, ICG shall be free to terminate this Agreement and accept such
Third Party offer or proposal. If this Agreement is so terminated and control of ICG is acquired by a
Third Party pursuant to such offer or proposal, ICG shall pay the Break Fee to the Purchaser.

Until the Effective Date, Central agrees with Westcoast and the Purchaser that neither Central nor any
subsidiary thereof shall, except as contemplated by this Agreement, solicit, encourage, assist or agree to,
and will not vote or allow to be voted any securities of ICG which are controlled by Central or any
subsidiary thereof in favour of, any offer or proposal for the acquisition by any party of the Ultilities
Business or the Propane Business (except in connection with the acquisition of ICG as a whole) and
neither Central nor any subsidiary thereof shall solicit, encourage, assist or agree to any offer or proposal
for the acquisition of ICG as a whole, or negotiate or discuss with any party the acquisition of ICG as a
whole; provided, however, that the foregoing provisions of this section shall not apply to unsolicited offers
or proposals by any Third Party to acquire ICG as a whole. If Central or any subsidiary thereof shall
receive an unsolicited offer or proposal from a Third Party to acquire ICG as a whole which Central or
such subsidiary desires to accept and if ICG is required to pay the Break Fee pursuant to Section 6.10(a)
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(c)

of this Agreement, Central shall be free to terminate its obligations under this Agreement and accept
such Third Party offer or proposal.

For the purposes of the foregoing provisions of this Section 6.10, (i) references to assisting any offer or
proposal include providing any confidential information about the Utilities Business or the Propane
Business to the party proposing to make an offer or proposal and includes commenting on proposals or
offers by a Third Party without the consent of Westcoast and (ii) references to an offer or proposal for
the acquisition of ICG as a whole include (A) an offer or proposal to acquire control of ICG and (B) an
offer or proposal to acquire the Utilities Business, the Propane Business and the energy products business
of ICG.

6.11 Access to Information; Confidentiality

(a)

(b)

ICG shall afford to Westcoast, the Purchaser, the Designated Propane Nominee and their respective
officers, employees and agents for purposes of their due diligence investigations access during reasonable
hours, from the date hereof to the Effective Date, to the officers, employees and agents of ICG, Utilities
Canada, the Ultilities Subsidiaries, Propane Corp. and NASCO (collectively, the “ICG Group”) and to
the properties, books, records, contracts, tax returns and files of the ICG Group relating to the Utilities
Business and the Propane Business, and shall furnish all financial, operating and other data and
information of the ICG Group relating to the Ultilities Business and the Propane Business as Westcoast,
the Purchaser or the Designated Propane Nominee may reasonably request for purposes of their due
diligence investigations. No investigation made by Westcoast, the Purchaser, the Designated Propane
Nominee or their respective representatives shall affect the rights of Westcoast or the Purchaser to rely
on any representation or warranty made by ICG in this Agreement or in any document contemplated by
this Agreement. Subject to disclosure to the Designated Propane Nominee of such information which
relates to the Propane Business and the transactions contemplated by this Agreement and subject to the
requirements of law or judicial process, Westcoast and the Purchaser shall hold in confidence all non-
public information received by them from ICG or its agents or representatives in connection with the
transactions contemplated hereby until such time as such information is otherwise publicly available
provided, however, that (i) if the Arrangement shall be completed in accordance with the provisions of
this Agreement, Westcoast and the Purchaser shall have no further obligation to ICG pursuant to this
Section 6.11; and (ii) if this Agreement is terminated, Westcoast and the Purchaser shall deliver or cause
to be delivered to ICG all documents, work papers and other material (including copies containing non-
public information) held by them, by the Designated Propane Nominee or on behalf of any of them, and
obtained from ICG as a result of this Agreement or in connection herewith, whether so obtained before
or after the execution hereof.

Westcoast and the Purchaser shall provide ICG with such information concerning Westcoast, the
Purchaser and the Designated Propane Nominee and the financing of the transactions contemplated
hereby as may be reasonably necessary for ICG to obtain any third party consent or approval required
hereunder, to ascertain the accuracy and completeness of the information supplied by Westcoast and the
Purchaser for inclusion in the ICG Circular or in any pre-merger notification report filed under the HSR
Act or any filings under the CA (and any additional information or documentary material supplied in
response to any request pursuant to the HSR Act or the CA) or with any governmental agency or
instrumentality or to verify the performance of and compliance with Westcoast’s and the Purchaser’s
representations, warranties, covenants and conditions contained herein. Subject to the requirements of
law or judicial process, ICG shall hold in confidence all non-public information received by it from
Waestcoast, the Designated Propane Nominee or their respective agents or representatives in connection
with the transactions contemplated hereby and, on the earlier of the Effective Date and the termination
of this Agreement, ICG will deliver to Westcoast all documents, work papers and other material
(including copies containing non-public information) held by ICG or on its behalf and obtained from
Westcoast or the Purchaser as a result of this Agreement or in connection herewith, whether so obtained
before or after the execution hereof.
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6.12 Public Announcements

No press release or other public announcement concerning the proposed transactions contemplated by this
Agreement shall be made by any party hereto without the prior consent of the other parties (such consent not to be
unreasonably withheld); provided, however, that any party may, without such consent, make such disclosure as may
be required by any stock exchange on which any of the securities of such party or any of its affiliates are listed or by
any securities commission or other similar regulatory authority having jurisdiction over such party or any of its
affiliates, and if such disclosure is required the party making the disclosure shall use reasonable best efforts to give
prior oral or written notice to the other parties and if such prior written notice is not possible, to give such notice
immediately following the making of such disclosure.

6.13 Support of Resolution to Approve Arrangement

Subject to Section 6.10, in connection with any approval, consent, waiver or order required to be obtained from
the security holders of ICG or any regulatory or governmental authority or private party in connection with the
approval of the Arrangement or the completion of the transactions contemplated by this Agreement, ICG’s board of
directors will recommend that ICG’s security holders vote for approval of the Arrangement and ICG will cooperate
with the Purchaser and Westcoast in using all reasonable efforts to obtain the approval of the security holders and to
support the granting of any such approval, consent, waiver or order by such regulatory or governmental authority or
private party; provided, however, that if Burns Fry Limited (or such other financial advisors to the board of directors
of ICG as Westcoast shall consent to) shall advise the board of directors of ICG that such advisors are unable to
provide an opinion that the Arrangement is fair, from a financial point of view, to all holders of Common Shares and
Third Preference Shares, other than Central and its affiliates, ICG shall nevertheless call and hold the ICG Special
Meeting, but ICG’s board of directors will not be required to make any recommendation in the ICG Circular and, in
any event, ICG’s board of directors shall not recommend that holders of ICG securities vote against the resolution
approving the Arrangement.

6.14 Standstill

Until the Effective Date, other than pursuant to this Agreement, the Arrangement and the transactions
contemplated hereby and thereby, Westcoast agrees that neither Westcoast nor any of Westcoast’s representatives
or affiliates (including any person or entity, directly or indirectly, through or with one or more intermediaries
controlled by, Westcoast) will, unless in any such case specifically approved by the board of directors of ICG or as
provided below: (i) acquire or agree to acquire, or make any proposal or offer to acquire, directly or indirectly, or in
any manner, any securities or assets of ICG or of any subsidiary of ICG (other than any acquisition by Westcoast or
any representative or affiliate thereof of any assets of ICG in the ordinary course of business of Westcoast or any
representative or affiliate thereof consistent with prior practice); (ii) solicit proxies from shareholders of ICG or
otherwise attempt to influence the conduct of the shareholders of ICG, other than shareholders who are holders of
Options; (iii) engage in any discussions or negotiations, or enter into any agreement, commitment or understanding,
or otherwise act jointly or in concert, with any third party in order to propose or effect a transaction relating to the
acquisition of control of ICG or in order to influence the conduct of ICG or its directors, or (iv) make any public
announcement or disclosure with respect to the foregoing except in accordance with the provisions of this
Agreement; provided that nothing herein shall prohibit Westcoast from engaging in discussions with a third party
concerning (x) financing with respect to the Arrangement, or (y) the sale by Westcoast of all or any part of the
Utilities Business or the Propane Business.

6.15 Indebtedness to be on Commercial Terms

ICG hereby covenants and agrees with Westcoast and the Purchaser that ICG shall take whatever action may
be necessary so that any outstanding advance or indebtedness referred to in any of Sections 3.21(a) (ii) (other than
advances or indebtedness between Utilities Canada and any subsidiary of Utilities Canada or between any of the
subsidiaries of Utilities Canada and any indebtedness identified in writing by ICG to Westcoast on or prior to the
date hereof), 3.38(a)(ii) or 3.54(a)(ii) hereof may be repaid immediately after the Effective Time, any
outstanding advance or indebtedness referred to in any of Sections 3.21(a)(iii) (other than advances or
indebtedness between Utilities Canada and any subsidiary of Utilities Canada or between any of the subsidiaries of
Utilities Canada), 3.38(a) (iii) or 3.54(a) (iii) hereof may be paid or repaid within 30 days after the Effective Date
and any contract or agreement referred to in any of Sections 3.21(b) (i), 3.21(b) (iii), 3.38(b) (ii), 3.38(b) (iii),
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3.54(b) (ii) or 3.54(b) (iii) hereof may be terminated by Utilities Canada, Propane Corp. or the relevant subsidiary
of either of them without notice or penalty immediately after the Effective Time.

ARTICLE VII
COVENANTS RESPECTING THE IMPLEMENTATION OF THE ARRANGEMENT

7.1 The Arrangement

Subject to Section 6.10 and the conditions herein provided, each party hereto shall take or cause to be taken all
action and shall do, or cause to be done, all other things necessary, proper or advisable to consummate and make
effective the Arrangement. Without limiting the generality of the foregoing, ICG and Chancellor shall execute and
deliver the Chancellor Purchase Agreement and perform their respective obligations thereunder and ICG and
Newco shall execute and deliver the Utilities Purchase Agreement and perform their respective obligations
thereunder. The Chancellor Purchase Agreement and the Utilities Purchase Agreement shall each be in the form
and on the terms of the agreements, copies of which have been identified in writing by Central, ICG and Westcoast.

7.2 Shares to be Issued Pursuant to the Arrangement

The Chancellor Butterfly Shares and the Newco Butterfly Shares shall have terms and conditions attaching
thereto on the terms and conditions of the share provisions, copies of which have been identified in writing by
Central, ICG and Westcoast.

7.3 Determination of Estimated Utilities Earnings for Purposes of the Arrangement

ICG has disclosed in writing to Westcoast and the Purchaser on or prior to the date hereof, its estimate of the
net after-tax earnings of the Utilities Business for each of the months of October, November and December, 1989.
In the event that prior to the Effective Date actual Utilities Earnings for any one or more of such calendar months
shall be determined, the estimated Utilities Earnings shall be adjusted accordingly. Such estimated Ultilities
Earnings, as so adjusted, are herein referred to as the “Estimated Utilities Earnings”.

7.4 Determination of Estimated Propane Earnings for Purposes of the Propane Incorporation
and the Arrangement

ICG has disclosed in writing to Westcoast and the Purchaser on or prior to the date hereof, its estimate of the
Propane Earnings for 1989. In the event that prior to the Effective Date actual Propane Earnings for any one or
more of the last three calendar months in 1989 shall be determined, the estimated Propane Earnings shall be
adjusted accordingly. Such estimated Propane Earnings, as so adjusted, are herein referred to as the “Estimated
Propane Earnings”.

7.5 Assumption of ICG Non-Trade Liabilities by Newco Pursuant to the Arrangement

As part of the Arrangement and pursuant to the Ultilities Purchase Agreement, ICG and Newco shall execute
and deliver the Ultilities Assumption Agreement, which shall be in the form and on the terms of the agreement, a
copy of which has been identified in writing by Central, ICG and Westcoast. Pursuant to the Utilities Assumption
Agreement, Newco shall assume ICG Non-Trade Liabilities in an amount equal to the Utilities Debt Portion
subject to the terms and conditions contained in such agreement.

7.6 Resignations and Releases — ICG Subsidiaries

On or prior to the Effective Date, ICG shall use all reasonable efforts to obtain, and Central shall act as a
shareholder of ICG and shall cause the Central Subsidiaries which are shareholders of ICG to act as shareholders of
ICG with a view to assisting ICG in obtaining, the resignations of such directors of Utilities Canada, the Utilities
Subsidiaries, Propane Corp. and NASCO as the Purchaser may request and to obtain from each of such directors
releases of all claims (other than claims with respect to which such directors are entitled to an indemnity pursuant
to agreements or by-laws which are not broader than the indemnification provisions permitted by the applicable
statute governing the incorporation of such corporation (in this section “insured claims™)) which such persons may
have against any of such corporations in their capacity as a director of such corporations. If ICG shall be unable to
secure such a release from any one or more of such directors, ICG shall indemnify the relevant corporation or
corporations, on terms satisfactory to Westcoast, acting reasonably, from all claims (other than insured claims)
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which such director or directors may have against such corporation or corporations in his or their capacity as a
director thereof. If so requested by Westcoast by notice in writing delivered to ICG not less than three Business
Days prior to the Effective Date, accompanied by a list of nominees, ICG shall cause, and Central shall act as a
shareholder of ICG and shall cause the Central Subsidiaries which are shareholders of ICG to act as shareholders of
ICG with a view to assisting ICG in causing, nominees of Westcoast to be elected or appointed directors of any of
such corporations with effect from the Effective Date in order to fill any vacancy on the board of directors of such
corporations so created.

7.7 Resignation and Releases — Central Subsidiaries

On or prior to the Effective Date, Central shall use all reasonable efforts to obtain the resignations of such
directors of 2451417, Chancellor and Newco as Westcoast may request and to obtain from each of such directors
releases of all claims (other than claims with respect to which such directors are entitled to an indemnity pursuant
to agreements or by-laws which are not broader than the indemnification provisions permitted by the applicable
statute governing the incorporation of such corporation (in this section “insured claims”)) which such persons may
have against any of such corporations in his or their capacity as a director of such corporations. If Central shall be
unable to secure such a release from any one or more such directors, Central shall indemnify the relevant
corporation or corporations, on terms satisfactory to Westcoast, acting reasonably, from all claims (other than
insured claims) which such director or directors may have against such corporation or corporations in his or their
capacity as a director thereof. If so requested by Westcoast by notice in writing delivered to Central not less than
three Business Days prior to the Effective Date, accompanied by a list of nominees, Central shall, with effect from
the Effective Date, cause nominees of Westcoast to be elected or appointed directors of any such corporations with
effect from the Effective Date in order to fill any vacancy on the board of directors of such corporations so created.

ARTICLE VIII
PoST-ARRANGEMENT COVENANTS
8.1 Tax Returns and Tax Elections

(a) ICG agrees with Westcoast and the Purchaser that ICG shall prepare all elections under the Canadian
Tax Act to be filed in connection with the Arrangement and the other transactions contemplated hereby
by any one or more of ICG, the Purchaser, Utilities Canada, the Utilities Subsidiaries, Propane Corp. or
NASCO. Prior to filing any such election, ICG shall deliver a copy thereof to Westcoast for its approval,
acting reasonably. Westcoast agrees with ICG that Westcoast shall forthwith execute or cause to be
executed all such elections which have been prepared for execution for or on behalf of Westcoast, the
Designated Propane Nominee or any of their respective subsidiaries or affiliated companies and shall
deliver the same to ICG for execution by ICG, if necessary, and filing by ICG. ICG agrees with
Westcoast and the Purchaser that ICG shall prepare all tax returns to be filed for any fiscal period ended
on or prior to the Effective Date for each of Utilities Canada, the Ultilities Subsidiaries, Propane Corp.
and NASCO and shall deliver the same to Westcoast for approval and filing by Westcoast. Westcoast
and the Purchaser agree with ICG that they shall cooperate in the preparation and filing of such elections
and returns and shall provide ICG with access to such of its facilities and such of its personnel as were
formerly in the employ of ICG to the extent necessary for the preparation thereof. Each party shall be
responsible for any costs and expenses incurred by it in connection with the preparation and filing of such
elections and returns.

(b) Central agrees with Westcoast and the Purchaser that Central shall prepare or cause to be prepared all
elections under the Canadian Tax Act to be filed in connection with the Arrangement and the other
transactions contemplated thereby by Central or any of the Central Subsidiaries. Prior to filing any such
election, Central shall deliver a copy thereof to Westcoast for its approval, acting reasonably. Westcoast
agrees with Central that Westcoast shall forthwith execute or cause to be executed all such elections
which have been prepared for execution for or on behalf of Westcoast, the Purchaser, the Designated
Propane Nominee or any of their respective subsidiaries or affiliated companies and shall deliver the
same to Central for execution by any member of the Central Group, if necessary, and filing by Central.
Central agrees with Westcoast and the Purchaser that Central shall prepare or cause to be prepared all
tax returns to be filed for any fiscal period ended on or prior to the Effective Date for each of Chancellor,
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2451417 and Newco and shall deliver the same to Westcoast for approval and filing by Westcoast.
Westcoast and the Purchaser agree with Central that they shall cooperate in the preparation and filing of
such elections and returns and shall provide the members of the Central Group with access to its facilities
and its personnel to the extent necessary for the preparation thereof. Each party shall be responsible for
any costs and expenses incurred by it in connection with the preparation and filing of such elections and
returns.

8.2 Title Matters

If and to the extent requested by Westcoast or the Purchaser, ICG shall execute all such documents and
instruments as Westcoast or the Purchaser may reasonably require in order to further assure Westcoast, the
Purchaser or the Designated Propane Nominee and their respective subsidiaries of title to the property and assets
comprised in or intended to be comprised in the Ultilities Business or the Propane Business.

8.3 Determination of Utilities Earnings

As soon as practicable and in any event on or before March 30, 1990, ICG shall prepare a report determining in
reasonable detail the Utilities Earnings, a copy of which report shall be promptly delivered to Westcoast. Within
30 days of Westcoast’s receipt of the report, Westcoast shall advise ICG whether Westcoast disputes any items
contained in the report. If Westcoast disputes any items in the report, ICG and Westcoast shall forthwith thereafter
attempt to resolve the matters in dispute. If they are unable to resolve any such matters within a period of 30 days
after Westcoast has so advised ICG of Westcoast’s dispute, ICG and Westcoast shall forthwith refer the items still
in dispute to Price Waterhouse, chartered accountants. ICG and Westcoast shall afford or cause to be afforded to
Price Waterhouse and its respective employees and agents access to such officers, employees and agents of
Westcoast, the Purchaser, ICG, Utilities Canada and all subsidiaries of Utilities Canada and to the properties,
books, records, contracts, tax returns and files of any of them relating to the Ultilities Business as may be requested
by Price Waterhouse to resolve the dispute between ICG and Westcoast. The decision of Price Waterhouse shall be
conclusive and binding upon the parties hereto and the Utilities Earnings as agreed to by ICG and Westcoast or as
so determined by Price Waterhouse shall constitute the Utilities Earnings and shall be conclusive and binding upon
the parties hereto, and there shall be no appeal to any court from such decision of Price Waterhouse with respect to
such determination of the Ultilities Earnings. ICG and Westcoast agree to pay all fees and expenses charged by
Price Waterhouse for rendering the foregoing services in such proportions as Price Waterhouse, in its absolute
discretion, shall determine.

8.4 Determination of Propane Earnings

As soon as practicable and in any event on or before March 30, 1990, ICG shall prepare a report determining in
reasonable detail the Propane Earnings, a copy of which report shall be promptly delivered to Westcoast. Within
30 days of Westcoast’s receipt of the report, Westcoast shall advise ICG whether Westcoast disputes any items
contained in the report. If Westcoast disputes any items in the report, ICG and Westcoast shall forthwith thereafter
attempt to resolve the matters in dispute. If they are unable to resolve any such matters within a period of 30 days
after Westcoast has so advised ICG of Westcoast’s dispute, ICG and Westcoast shall forthwith refer the dispute to
Price Waterhouse, Chartered Accountants. ICG and Westcoast shall afford or cause to be afforded to Price
Waterhouse and its respective employees and agents access to such officers, employees and agents of Westcoast, the
Purchaser, the Designated Propane Nominee, ICG, Propane Corp. or NASCO and to the properties, books,
records, contracts, tax returns and files of any of them relating to the Propane Business as may be requested by Price
Waterhouse to resolve the dispute between ICG and Westcoast. The decision of Price Waterhouse shall be
conclusive and binding upon the parties hereto and the Propane Earnings as agreed to by ICG and Westcoast or as
so determined by Price Waterhouse shall constitute the Propane Earnings and shall be conclusive and binding upon
the parties hereto, and there shall be no appeal to any court from such decision of Price Waterhouse with respect to
such determination of the Propane Earnings. ICG and Westcoast agree to pay all fees and expenses charged by
Price Waterhouse for rendering the foregoing services in such proportions as Price Waterhouse, in its absolute
discretion, shall determine.

8.5 Adjustment of Assets and Liabilities Among ICG, Propane Corp. and Utilities Canada

The assets and liabilities of ICG, Propane Corp., Utilities Canada and their respective subsidiaries shall be
adjusted as follows:
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(a)

(b)

(c)

if any transaction shall have been carried out by ICG, Propane Corp., Utilities Canada or any subsidiary
thereof during the period commencing on the first day of the second whole calendar month immediately
preceding the month in which the Effective Date occurs (provided that if the Effective Date is the last
Business Day in any calendar month, such period shall commence on the first day of the calendar month
immediately preceding the month in which the Effective Date occurs) and terminating on the Effective
Date (the “Verification Period”) in breach of any representation, warranty or covenant contained in this
Agreement and, as a result thereof:

(i) (A) assets which, but for such breach, would have constituted assets of, or would have been
applied in reduction of liabilities of, Utilities Canada, Propane Corp. or any of their
respective subsidiaries, constitute assets of, or have otherwise been applied for the benefit of,
ICG or any corporation which is, after the Effective Date, a subsidiary of ICG; and/or

(B) liabilities which, but for such breach, would have constituted liabilities of ICG or any
subsidiary thereof (other than Utilities Canada, Propane Corp. or any corporation which is,
after the Effective Date, a subsidiary of either Utilities Canada or Propane Corp.), have been
paid by or constitute liabilities of Utilities Canada, Propane Corp. or any of their respective
subsidiaries;

then, not later than 60 days after the Effective Date, Westcoast may, by notice in writing, demand that
ICG or the applicable subsidiary thereof, convey such assets to (or reimburse the value thereof if they
cannot be so conveyed) and/or assume such liabilities of (or reimburse the amount paid in respect
thereof to the extent such liabilities have been paid) Utilities Canada, Propane Corp. and/or any
applicable subsidiaries thereof; and/or

(ii) (A) assets which, but for such breach, would have constituted assets of, or would have been
applied in reduction of the liabilities of, ICG or any corporation which is, after the Effective
Date, a subsidiary of ICG, constitute assets of, or have otherwise been applied for the benefit
of, Utilities Canada, Propane Corp. or any corporation which is, after the Effective Date, a
subsidiary of Utilities Corp. or Propane Corp.; and/or

(B) liabilities which, but for such breach, would have constituted liabilities of Utilities Canada,
Propane Corp. or any corporation which is, after the Effective Date, a subsidiary thereof,
have been paid by or constitute liabilities of ICG or any corporation which is, after the
Effective Date, a subsidiary of ICG;

then, not later than 60 days after the Effective Date, ICG may, by notice in writing, demand that Utilities
Canada, Propane Corp. or the applicable subsidiary thereof, convey such assets to (or reimburse the
value thereof if they cannot be so conveyed) and/or assume such liabilities of (or reimburse the amount
paid in respect thereof to the extent such liabilities have been paid) ICG and/or any applicable
subsidiaries thereof;

any notice delivered pursuant to Section 8.5(a) (a “Notice™) shall specify particulars of the relevant
transaction, assets and liabilities which are the subject of such demand;

within 30 days of the receipt by any party (the “Recipient”) of any Notice, the Recipient shall advise the
party which delivered such Notice (the “Complainant”) whether the Recipient disputes any items
contained in the Notice; if the Recipient disputes any items in the Notice, ICG and Westcoast shall
forthwith thereafter attempt to resolve the matters in dispute; if they are unable to resolve any such
matters within a period of 30 days after the Recipient has so advised the Complainant, ICG and
Westcoast shall forthwith refer the items still in dispute to Price Waterhouse, chartered accountants;
ICG and Westcoast shall afford or cause to be afforded to Price Waterhouse and its respective employees
and agents access to such officers, employees and agents of Westcoast, the Purchaser, ICG, the
subsidiaries of ICG, Utilities Canada, the Ultilities Subsidiaries, Propane Corp. or NASCO and to the
properties, books, records, contracts, tax returns and files of any of them relating to the matter in dispute
as may be requested by Price Waterhouse to resolve the dispute between ICG and Westcoast. The
decision of Price Waterhouse shall be conclusive and binding upon the parties hereto and there shall be
no appeal to any court from such decision of Price Waterhouse with respect to such determination; ICG
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(d)

(e)

and Westcoast agree to pay all fees and expenses charged by Price Waterhouse for rendering the
foregoing services in such proportions as Price Waterhouse, in its absolute discretion, shall determine;

if the parties agree or Price Waterhouse determines that the demand, or any part thereof, contained in
any Notice has been correctly asserted in accordance with the provisions of this Section 8.5, the
Recipient shall forthwith comply with the demand by conveying the relevant assets (or making a
payment in reimbursement of the value thereof if they cannot be so conveyed) or assuming the relevant
liabilities (or making a payment in reimbursement of the amount paid in respect thereof), as the case
may be, all so as agreed or so determined by Price Waterhouse; and

for the purposes of this Section, the value of any asset to be reimbursed shall be the amount of the
proceeds received on the disposition of such asset, unless such disposition occurred in a non-arm’s length
transaction in which case the value of such asset to be reimbursed shall be the greater of (i) the fair
market value of such asset at the date of disposition and (ii) the proceeds received on the disposition of
such asset.

8.6 Adjustment of Assets and Liabilities Between Propane Corp. and Utilities Canada

The assets and liabilities of ICG, Propane Corp., Utilities Canada and their respective subsidiaries shall be
adjusted as follows:

(a)

(b)

(c)

if any transaction shall have been carried out by ICG, Propane Corp., Utilities Canada or any subsidiary
thereof during the Verification Period in breach of any representation, warranty or covenant contained in
this Agreement and, as a result thereof:

(i) (A) assets which, but for such breach, would have constituted assets of, or would have been
applied in reduction of liabilities of, Utilities Canada or any of its subsidiaries, constitute
assets of, or have otherwise been applied for the benefit of, Propane Corp. or NASCO;
and/or

(B) liabilities which, but for such breach, would have constituted liabilities of Propane Corp. or
NASCO (or any predecessor companies which carried on the Propane Business), have been
paid by or constitute liabilities of Utilities Canada or any of its subsidiaries;

then, not later than 60 days after the Effective Date, Utilities Canada may, by notice in writing, demand
that Propane Corp. or NASCO convey such assets to (or reimburse the value thereof if they cannot be so
conveyed) and/or assume such liabilities of (or reimburse the amount paid in respect thereof to the
extent such liabilities have been paid) Utilities Canada and/or any subsidiaries thereof; and/or

(ii) (A) assets which, but for such breach, would have constituted assets of, or would have been
applied in reduction of the liabilities of, Propane Corp. or NASCO, constitute assets of, or
have otherwise been applied for the benefit of, Utilities Canada or any subsidiary thereof;
and/or

(B) liabilities which, but for such breach, would have constituted liabilities of Utilities Canada or

any subsidiary thereof, have been paid by or constitute liabilities of Propane Corp. or
NASCO;

then, not later than 60 days after the Effective Date, Propane Corp. may, by notice in writing, demand
that Utilities Canada or the applicable subsidiary thereof, convey such assets to (or reimburse the value
thereof if they cannot be so conveyed) and/or assume such liabilities of (or reimburse the amount paid in
respect thereof to the extent such liabilities have been paid) Propane Corp. and/or any applicable
subsidiaries thereof;

any notice delivered pursuant to Section 8.6(a) (a “Notice™) shall specify particulars of the relevant
transaction, assets and liabilities which are the subject of such demand;

within 30 days of the receipt by any party (the “Recipient”) of any Notice, the Recipient shall advise the
party which delivered such Notice (the “Complainant™) whether the Recipient disputes any items
contained in the Notice; if the Recipient disputes any items in the Notice, Utilities Canada and Propane
Corp. shall forthwith thereafter attempt to resolve the matters in dispute; if they are unable to resolve any
such matters within a period of 30 days after the Recipient has so advised the Complainant, Ultilities
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(d)

(e)

Canada and Propane Corp. shall forthwith refer the items still in dispute to Price Waterhouse, chartered
accountants; Ultilities Canada and Propane Corp. shall afford or cause to be afforded to Price Waterhouse
and its respective employees and agents access to such officers, employees and agents of Westcoast, the
Purchaser, Utilities Canada, the Utilities Subsidiaries, Propane Corp. or NASCO and to the properties,
books, records, contracts, tax returns and files of any of them relating to the matter in dispute as may be
requested by Price Waterhouse to resolve the dispute between Utilities Canada and Propane Corp. The
decision of Price Waterhouse shall be conclusive and binding upon the parties hereto and there shall be
no appeal to any court from such decision of Price Waterhouse with respect to such determination;
Utilities Canada and Propane Corp. agree to pay all fees and expenses charged by Price Waterhouse for
rendering the foregoing services in such proportions as Price Waterhouse, in its absolute discretion, shall
determine;

if the parties agree or Price Waterhouse determines that the demand, or any part thereof, contained in
any Notice has been correctly asserted in accordance with the provisions of this Section 8.6, the
Recipient shall forthwith comply with the demand by conveying the relevant assets (or making a
payment in reimbursement of the value thereof if they cannot be so conveyed) or assuming the relevant
liabilities (or making a payment in reimbursement of the amount paid in respect thereof), as the case
may be, all so as agreed or so determined by Price Waterhouse; and

for the purposes of this Section, the value of any asset to be reimbursed shall be the amount of the
proceeds received on the disposition of such asset, unless such disposition occurred in a non-arm’s length
transaction in which case the value of such asset to be reimbursed shall be the greater of (i) the fair
market value of such asset at the date of disposition and (ii) the proceeds received on the disposition of
such asset.

8.7 Central Expenses

ICG acknowledges the role of Central leading to the execution and delivery of this Agreement and further
acknowledges that the benefit of the Arrangement contemplated by this Agreement will accrue to all the
shareholders of ICG. Accordingly, ICG agrees to reimburse Central, forthwith upon the completion of the
Arrangement, for the reasonable out-of-pocket expenses, other than Excluded Expenses, incurred by Central on or
prior to the execution and delivery of this Agreement in connection with the Arrangement. The parties agree that
such reimbursable expenses amount to $1,151,152. ICG hereby further agrees to reimburse Central, forthwith upon
the completion of the Arrangement, for:

(2)

(b)

legal fees and expenses incurred by Central or any of the Central Subsidiaries after the execution and
delivery of this Agreement in connection with the following matters:

(i)  the completion of the transactions contemplated by the Arrangement to which Central or any of
the Central Subsidiaries is a party ; and

(ii) the Tax Ruling, other than legal advice received by Central with respect to the application of the
provisions of the Canadian Tax Act and other applicable tax laws to Central and the Central
Subsidiaries as a result of the participation of the Central Subsidiaries or any of them in the
transactions contemplated by this Agreement and the Arrangement other than the transactions
referred to in Section 8.7(b); and

all out-of-pocket expenses including, without limitation, legal fees and expenses, incurred by Central or
any of the Central Subsidiaries after the execution and delivery of this Agreement in connection with the
completion of the transactions contemplated by the Central/Norcen Agreement, the conversion of the
First Preference Shares into Class C 8% Convertible Preference Shares, the preparation, execution and
delivery of the Warrant Agreement and the performance of the obligations contained therein, the issue
and distribution of the Warrants pursuant to the Warrant Agreement, the sale of Class C 8% Convertible
Preference Shares pursuant to the exercise of the Warrants and all other matters ancillary to the
foregoing matters, including, without limitation, all fees and expenses of the warrant agent to be
appointed pursuant to the Warrant Agreement (such fees to be subject to the approval of ICG, acting
reasonably) and any costs and expenses incurred in complying with all applicable laws relating to the
issue and/or distribution of the Warrants and the Class C 8% Convertible Preference Shares including
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the costs and expenses, if any, relating to the preparation, printing, filing and distribution of a prospectus
or similar document relating to the Warrants and/or the Class C 8% Convertible Preference Shares.

Central shall provide to ICG, upon request, evidence satisfactory to ICG, acting reasonably, as to the amount of and
particulars of all such expenses for which Central is seeking reimbursement hereunder for the period commencing
after the execution and delivery of this Agreement.

ARTICLE IX
CENTRAL INDEMNITY

9.1 Indemnity

Subject to the provisions of this Article IX and provided that the Arrangement shall be completed, Central
shall indemnify and save harmless Westcoast, the Purchaser, Chancellor and 2451417 from and against all claims,
demands, proceedings, losses, damages, liabilities, costs and expenses, including reasonable legal fees and
disbursements (other than loss of profits) (collectively “Losses”) which Westcoast, the Purchaser, Chancellor and
2451417 may incur or suffer arising out of or relating to:

(a) any breach by Central of any representation, warranty or covenant made by Central pursuant to
Article IV of this Agreement; and

(b) any assessment, reassessment, levy, charge or other claim for Taxes in respect of any taxation year (or
portion thereof) of Chancellor, 2451417 or Newco ending on or before the Effective Date (an
“Assessment”).

9.2 Limitations on Indemnity
Notwithstanding Section 9.1:

(a) Central shall not be obligated to make any payment pursuant to Section 9.1 in respect of any matter
referred to in Section 9.1(a) until and to the extent that the aggregate of all Losses exceeds $10,000,
whereupon Central’s obligation to make payment shall commence from the first dollar of Losses;

(b) Central shall not be obligated to make any payment pursuant to Section 9.1 in respect of any Losses
relating to Taxes under 9.1(b) unless a demand for payment by Westcoast or the Purchaser has been
made by Westcoast or the Purchaser within such a period of time as will allow Central a reasonable
opportunity to prepare a written submission or a timely objection to, or otherwise appeal, any such
proposed or actual Assessment;

(c) Central’s liability pursuant to Section 9.1(b) shall be limited to Taxes that would be payable by
Chancellor, 2451417 or Newco after taking into account any permitted deductions, offsets or other
benefits whatsoever (including any deductions, offsets or other benefits that may be available by filing an
amended return or other form or request such as, but not limited to, the claiming of non-capital losses
from other taxation years ending on or prior to the Effective Date and the claiming of discretionary
reserves (but for greater certainty not capital cost allowance) not in excess of the maximum amount
available) that (a) were available to Chancellor, to 2451417 or to Newco in any period ending on or
before the Effective Date, and (b) would have resulted in the reduction of such Taxes actually payable
by Chancellor, 2451417 and Newco (whether or not such permitted deductions, offsets or other benefits
have actually been utilized by Chancellor, 2451417 and Newco, Westcoast or the Purchaser in respect of
taxation years ending on or after the Effective Date); and

(d) except as provided in Section 10.4(a), Central shall not be obligated to make any payment pursuant to
Section 9.1 in respect of Losses arising on or after December 31, 1995, except in respect of Losses arising
as a result of fraud or wilful misconduct of or by Central in which case the right to make a demand by
Westcoast or the Purchaser against Central with respect thereto shall survive indefinitely.

9.3 Litigation

Promptly after receipt of notice of the commencement of any legal proceeding against Westcoast, the
Purchaser, Chancellor or 2451417 which is based, directly or indirectly, upon any matter in respect of which
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indemnification pursuant to Section 9.1 may be sought from Central, Westcoast or the Purchaser shall notify
Central of the commencement thereof and:

(a) Central shall have the right to participate in any negotiations with respect thereto and no settlement of
any such claims or demands shall be agreed to by Westcoast or the Purchaser without the prior written
consent of Central, such consent not to be unreasonably delayed or withheld;

(b) Central shall be entitled (but not obligated) to assume the defence, at its sole expense, of any such
proceeding without prejudice to the right of Westcoast or the Purchaser to retain separate counsel at its
own expense;

(c) Westcoast and the Purchaser shall cooperate with Central and its counsel in contesting such proceeding
(including by providing to Central information available to Westcoast or the Purchaser which is
requested by Central for use in contesting the same); and

(d) in any proceeding in which Central shall have elected to assume the defence, Central will have the sole
authority for the direction of such proceeding and to make all decisions regarding the direction of such
proceeding;

provided, however, that the failure by Westcoast or the Purchaser to promptly notify Central of the commencement
of any legal proceeding shall not affect Central’s indemnity under Section 9.1 if such failure to promptly notify
Central does not in any manner whatsoever adversely affect Central’s ability to object to, respond to or otherwise
defend against the subject matter of the indemnity and provided further that if Central shall fail for any reason to
assume the defence of or, in Central’s sole discretion, to settle any such legal proceeding within 60 days of receipt by
Central of notice of the commencement thereof from Westcoast or the Purchaser, Westcoast and the Purchaser
shall be entitled to settle any such proceeding and such settlement shall be binding upon Central for the purposes of
this Section.

9.4 Claims for Taxes

Promptly after Westcoast, the Purchaser, Chancellor or 2451417 receives notification of a proposed or actual
Assessment to which the indemnity of Central pursuant to Section 9.1 may apply or extend, Westcoast or the
Purchaser shall deliver to Central a copy of any correspondence, notices of assessment or reassessment and any
other written communications relating to such a proposed or actual Assessment, and:

(a) Central shall be entitled to contest, at its sole expense, any such proposed or actual Assessment subject to
the payment by Central of any amounts required to be paid as security in respect of such matter without
prejudice, however, to the right of Westcoast or the Purchaser to retain separate counsel at its own
expense and provided that without the prior consent of Westcoast or the Purchaser, as the case may be,
which consent shall not be unreasonably delayed or withheld, Central shall not settle any matter which
would adversely affect the ability of Chancellor or 2451417 to continue their operations or which would
result in a tax liability which would not otherwise be incurred;

(b) Westcoast and the Purchaser shall fully cooperate with Central in contesting such proposed or actual
Assessment, including:

(i) providing to Central copies of any correspondence, notices of assessment or reassessment, written
communications, information and documentation which is available to Westcoast or the Purchaser
which is requested for use in contesting the same;

(ii) authorizing the relevant federal, provincial, state, municipal, county or regional government or
governmental authority, including any department, commission, bureau, board, administrative
agency or regulatory body thereof, to communicate with and provide information to Central and its
counsel in respect of the same;

(iii) permitting Central and its counsel to participate fully in any discussions, negotiations or meetings
in respect of the same; and

(iv) by making a filing of, or causing Chancellor or 2451417 to make or file, written submissions or an
objection to, or appeal of, any such proposed or actual Assessment in a timely manner; and

(¢c) Central shall have the sole authority for the direction of any objection or appeal, provided that without
the prior consent of Westcoast or the Purchaser, as the case may be, which consent shall not be
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unreasonably delayed or withheld, Central shall not settle any appeal in a manner which would adversely
affect the ability of Chancellor or 2451417 to continue their operations or which would result in a tax
liability which would not otherwise be incurred;

provided that, if Westcoast or the Purchaser fails to inform Central of any such actual Assessment as required
pursuant to the foregoing provisions of this Section 9.4, for all purposes of this Agreement (including
indemnification against any other related claim by Westcoast or the Purchaser arising out of Section 9.1(b) and the
availability of any permitted deduction, offset or other benefit for purposes of Section 9.2(c)) such Assessment shall
be deemed not to have been made unless such failure to inform Central does not in any manner whatsoever affect
Central’s ability to object to, respond to or otherwise contest such proposed or actual Assessment and provided
further that if Central shall fail for any reason to commence the contestation of or, in Central’s sole discretion, to
settle any such Assessment within 60 days of receipt by Central of notice of such Assessment from Westcoast or the
Purchaser, Westcoast and the Purchaser shall be entitled to settle such Assessment and such settlement shall be
binding upon Central for the purposes of this Section.

ARTICLE X
LIMITATION ON REMEDIES
10.1 Limitation on Remedies of Westcoast and the Purchaser

In the event that any of the representations and warranties of ICG or Central contained in this Agreement shall
be untrue or incorrect on the Effective Date for any reason which is not in the control of ICG or Central, as the case
may be, Westcoast and the Purchaser shall have no rights or remedies in respect thereof (other than pursuant to
Sections 8.5 and 8.6 and Article IX of this Agreement if the Arrangement is completed) except to elect not to
complete the Arrangement pursuant to the conditions in subsections 11.3(a) or (b), as the case may be. For greater
certainty, it is understood that the limitation contained in this Section 10.1 does not apply in the event that any of
the representations and warranties of ICG or Central contained in this Agreement are untrue or incorrect on the
date hereof provided:

(a) notice of such untrue or incorrect representation and warranty is promptly given in accordance with the
provisions of Section 11.5; and

(b) ICG or Central, as the case may be, fails to cause such representation and warranty to be true and correct
as at the Effective Date.

10.2 Limitation on Remedies of ICG

In the event that any of the representations and warranties of Westcoast or the Purchaser contained in this
Agreement or the representation and warranty of Central contained in Section 4.7 of this Agreement shall be untrue
or incorrect on the Effective Date for any reason which is not in the control of Westcoast, the Purchaser, or Central,
as the case may be, ICG shall have no rights or remedies in respect thereof except to elect not to complete the
Arrangement pursuant to the conditions in subsections 11.2(a) or (b), as the case may be. For greater certainty, it is
understood that the limitation contained in this Section 10.2 does not apply in the event that any of the
representations and warranties of Westcoast, the Purchaser or Central contained in this Agreement are untrue or
incorrect on the date hereof provided:

(a) notice of such untrue or incorrect representation and warranty is promptly given in accordance with the
provisions of Section 11.5; and

(b) Westcoast, the Purchaser or Central, as the case may be, fails to cause such representation and warranty
to be true and correct as at the Effective Date.

10.3 Limitation on Remedies of Central

In the event that any of the representations and warranties of Westcoast or the Purchaser contained in this
Agreement shall be untrue or incorrect on the Effective Date for any reason which is not in the control of Westcoast
or the Purchaser, Central shall have no rights or remedies in respect thereof except to elect not to complete the
Arrangement pursuant to the conditions in subsections 11.4(a) or (b), as the case may be. For greater certainty, it is
understood that the limitation contained in this Section 10.3 does not apply in the event that any of the
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representations and warranties of Westcoast or the Purchaser contained in this Agreement are untrue or incorrect on
the date hereof provided:

(a)

(b)

notice of such untrue or incorrect representation and warranty is promptly given in accordance with the
provisions of Section 11.5; and

Westcoast or the Purchaser, as the case may be, fails to cause such representation and warranty to be true
and correct as at the Effective Date.

10.4 Non-Survival of Representations, Warranties and Covenants

(a)

(b)

The representations and warranties of Central contained in Article IV of this Agreement in favour of
Westcoast and the Purchaser shall survive the completion of the Arrangement and this Agreement for
the benefit of Westcoast and the Purchaser and shall survive until December 31, 1995. The
representations and warranties of Westcoast and the Purchaser in favour of Central shall survive the
completion of the Arrangement for the benefit of Central and shall survive until December 31, 1995. No
investigation made by Westcoast, the Purchaser or their respective representatives shall affect the rights
of Westcoast or the Purchaser to rely on any representation or warranty made by Central in this
Agreement or in any document contemplated by this Agreement.

Except as provided in Section 10.4(a), the respective representations, warranties and covenants of ICG,
Westcoast, the Purchaser, Chancellor, 2451417, Central and MICCI contained herein shall expire and
be terminated and extinguished at the Effective Time, other than the covenants contained in Section 2.4,
Section 6.3(b) (ii), (iii), (iv) and (v), Article VIII, Article IX, Section 13.1 and the confidentiality
provisions of Section 6.11.

ARTICLE XI

CONDITIONS

11.1 Mutual Conditions Precedent

The respective obligations of each party hereto to complete the transactions contemplated hereby and to file
articles of arrangement to give effect to the Arrangement shall be subject to the fulfilment, or mutual waiver by
ICG, Westcoast and the Purchaser on or before the Effective Date, of each of the following conditions:

(a)
(b)

(<)
(d)

(e)

the Interim Order shall have been obtained in form and substance satisfactory to each party hereto;

the Arrangement shall have been approved at the ICG Special Meeting in accordance with the Interim
Order;

the Final Order shall have been obtained in form and substance satisfactory to each party hereto;

Westcoast shall have been advised by the Director of Investigation and Research appointed under the
CA that he has determined not to make application under the CA for an order in respect of the
Arrangement and the acquisition of the shares of Chancellor by the Designated Propane Nominee or, if
he has determined to make such application, the Competition Tribunal has determined to permit the
transactions contemplated hereby and by the Arrangement to be completed, in either case either without
conditions or on conditions which are in form and content satisfactory to ICG and Westcoast, acting
reasonably;

each of the following shall have been obtained by ICG either without conditions or on conditions which
are in form and content satisfactory to ICG and Westcoast, as follows:

(i) leave of the Lieutenant Governor-in-Council for the Province of Ontario pursuant to the
undertakings dated June 16, 1988 made by ICG and certain of the Ultilities Subsidiaries to the
extent such leave is required to complete the transactions contemplated hereby and by the
Arrangement;

(ii) approval of the Public Utilities Board of the Province of Manitoba pursuant to The Public Utilities
Board Act (Manitoba) to the completion of the transactions contemplated hereby and by the
Arrangement to the extent such approval is required by such Board;
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()

(2)
(h)

(1)

()
(k)

(iii) the maintenance, without amendment, of Alberta Public Utilities Board order no. C81146 dated
June 18, 1981 or the approval of the Alberta Public Utilities Board pursuant to Section 25.1(2) (d)
of the Gas Utilities Act (Alberta) and Section 91.1(2) (d) of the Public Utilities Board Act
(Alberta) to the completion of the transactions contemplated hereby and by the Arrangement or
an order of the Alberta Public Utilities Board declaring that the foregoing statutory provisions do
not apply thereto; and

(iv) approval of the Northwest Territories Public Utilities Board pursuant to Sections 70 and 72 of the
Public Utilities Act (Northwest Territories) to the completion of the transactions contemplated
hereby and by the Arrangement or confirmation by the Northwest Territories Public Utilities
Board that no such approval need be obtained in respect thereof;

Westcoast shall have received approval of the British Columbia Utilities Commission pursuant to
Section 61 of the Utilities Commission Act (British Columbia) to the completion of the transactions
contemplated hereby or by the Arrangement, or Westcoast shall have received advice, satisfactory to
Westcoast, acting reasonably, from the British Columbia Utilities Commission that the Utilities
Commission Act (British Columbia) is not applicable to the transactions contemplated by this
Agreement;

the Tax Ruling shall have been obtained;

all other consents, waivers, orders and approvals, including regulatory and judicial approvals and orders,
necessary for the completion of the Arrangement and the other transactions contemplated by this
Agreement and any other consents, waivers, orders and approvals necessary to ensure the continued
holding by Utilities Canada and the Utilities Subsidiaries of the Material Utilities Permits after the
completion of the Arrangement and the other transactions contemplated by this Agreement shall have
been obtained or received and reasonably satisfactory evidence thereof shall have been delivered to the
other parties hereto, except for any such consents, waivers, orders and approvals that if not obtained,
either individually or in the aggregate, would not have a material adverse effect on ICG or Westcoast or
the carrying on by Propane Corp. and NASCO of the Propane Business, consistent with prior practice, or
the carrying on of the Utilities Business, as a whole or in any of the Utilities Regions, consistent with
prior practice;

no preliminary or permanent injunction, restraining order or other order of any court or regulatory body in
Canada or the United States which prevents the consummation of the transactions contemplated by this
Agreement or which restrains or prohibits in any material respect, the carrying on by Propane Corp. and
NASCO of the Propane Business, consistent with prior practice, or which restrains or prohibits, in any
material respect, the carrying on of the Ultilities Business, as a whole or in any of the Ultilities Regions,
consistent with prior practice shall have been issued and remain in effect, and no such injunction or order
shall be pending or threatened;

the Central/Norcen Agreement shall have been executed and delivered by the parties thereto; and

this Agreement shall not have been terminated pursuant to Article XII hereof.

11.2 Additional Conditions Precedent to the Obligations of ICG

The obligations of ICG to complete the transactions contemplated hereby and to file articles of arrangement to
give effect to the Arrangement shall be also subject to the fulfilment, or waiver by ICG, on or before the Effective
Date, of each of the following additional conditions:

(2)

(b)

(c)

each of Westcoast, the Purchaser, Central, Chancellor, 2451417 and MICCI shall have performed each
obligation to be performed by it hereunder in favour of ICG on or prior to the Effective Date;

the representations and warranties of Westcoast, the Purchaser and Central set out in this Agreement
shall be true and correct on and as of the Effective Date as if made on and as of such date, except as
affected by transactions contemplated or permitted by this Agreement; and

ICG shall have received certificates of Westcoast, the Purchaser and Central, dated the Effective Date,
each signed by two of their respective officers, to the effect that, to the best of the knowledge,
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information and belief of each such officer, the conditions specified in Sections 11.2(a) and (b) hereof to
the extent applicable to Westcoast, the Purchaser or Central, as the case may be, have been fulfilled.

11.3 Additional Conditions Precedent to the Obligations of the Purchaser and Westcoast

The obligations of the Purchaser and Westcoast to complete the transactions contemplated hereby shall be also
subject to the fulfilment, or waiver by the Purchaser and Westcoast, on or before the Effective Date, of each of the
following additional conditions:

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

ICG, Central, 2451417 and Chancellor shall have performed each obligation to be performed by it
hereunder in favour of Westcoast and the Purchaser on or prior to the Effective Date;

the representations and warranties of ICG and Central set out in this Agreement shall be true and correct
except as affected by transactions contemplated by this Agreement on and as of the Effective Date as if
made on and as of such date except for the representations and warranties of ICG contained in
Sections 3.20, 3.37, 3.53 to the extent that they relate to matters beyond the control of ICG, which
representations and warranties shall be true and correct on and as of the date of the ICG Special Meeting
as if made on and as of such date;

the Purchaser and Westcoast shall each have received certificates of ICG and Central dated the
Effective Date, signed by two of their respective officers, to the effect that, to the best of the knowledge,
information and belief of each officer, the conditions specified in Sections 11.3(a) and (b) to the extent
applicable to ICG or Central, as the case may be, have been fulfilled; and

the consents, waivers, orders and approvals required by Sections 11.1(h) hereof shall not contain terms or
conditions or require undertakings which would have a material adverse effect on the carrying on by
Propane Corp. of the Propane Business, consistent with prior practice, or the carrying on of the Utilities
Business as a whole or in any of the Utilities Regions, consistent with prior practice;

no substantial damage to the assets of the Utilities Business or the Propane Business shall have occurred
prior to the date of the ICG Special Meeting which damage, taking into account all insurance proceeds
recoverable as a result thereof, shall have a material adverse effect on the carrying on of the Propane
Business, consistent with prior practice, or the carrying on of the Utilities Business as a whole or in any of
the Utilities Regions, consistent with prior practice;

no legislation shall have been enacted prior to the date of the ICG Special Meeting which materially
adversely affects the carrying on of the Utilities Business as a whole or in any of the Ultilities Regions
consistent with prior practice or the carrying on of the Propane Business consistent with prior practice,
which legislation impacts principally companies carrying on like businesses in Canada;

the Propane Pro Forma Transactions and the Utilities Pro Forma Transactions shall have been
completed to the extent so required by this Agreement and as a consequence thereof or of the
transactions forming part of the Arrangement, none of 2451417, Chancellor, Newco, Ultilities Canada,
any subsidiaries of Ultilities Canada, Propane Corp. or NASCO shall have incurred any adverse tax
consequences or shall have suffered or incurred or become liable for any taxes (including sales taxes, land
transfer taxes and income taxes), expenses or other costs (including group termination payments under
applicable legislation) which, in the aggregate, have a material adverse effect on the financial position of
any of them, in each case on a consolidated basis, and the Purchaser shall be satisfied, acting reasonably,
that none of them will incur or suffer any such consequences or liabilities;

the terms of and all documentation relating to the Propane Pro Forma Transactions and the Ultilities
Pro Forma Transactions and the implementation thereof (including all election forms filed or to be filed
in connection therewith), and all actions and proceedings taken on or prior to the Effective Date in
connection therewith and with the transactions forming part of the Arrangement shall be satisfactory to
the Purchaser and its counsel, acting reasonably, and the Purchaser shall have received copies of all such
documentation or other evidence as it may reasonably request in order to establish the consummation of
the Propane Pro Forma Transactions, the Utilities Pro Forma Transactions and the transactions forming
part of the Arrangement and the taking of all corporate proceedings in connection therewith in
compliance with the terms and conditions of this Agreement, in form and substance satisfactory to the
Purchaser and its counsel, acting reasonably; and

214



(i) the audited versions of the Utilities 1988 Financial Statements and the Propane 1988 Financial
Statements contained in the ICG Circular shall not contain any changes which are, in the opinion of
Westcoast, acting reasonably, substantive in nature from the Utilities 1988 Financial Statements and the
Propane 1988 Financial Statements, respectively.

11.4 Conditions Precedent to the Obligations of Central

The obligations of Central to complete and to cause the Central Subsidiaries to complete the transactions
contemplated hereby shall be subject to the fulfilment, or waiver by Central, on or before the Effective Date, of each
of the following conditions:

(a) each of Westcoast and the Purchaser shall have performed each obligation to be performed by it
hereunder in favour of Central on or prior to the Effective Date;

(b) the representations and warranties of Westcoast and the Purchaser set out in this Agreement shall be true
and correct on and as of the Effective Date as if made on and as of such date, except as affected by
transactions contemplated or permitted by this Agreement;

(¢) Central shall have received certificates of Westcoast and the Purchaser, dated the Effective Date, each
signed by two of their respective officers, to the effect that, to the best of the knowledge, information and
belief of each such officer, the conditions specified in Sections 11.4(a) and (b) hereof to the extent
applicable to Westcoast or the Purchaser, as the case may be, have been fulfilled;

(d) the Tax Ruling shall have been obtained;

(e) no preliminary or permanent injunction, restraining order or other order of any court or regulatory body in
Canada or the United States which prevents the consummation of the transactions contemplated by this
Agreement shall have been issued and remain in effect, and no such injunction or order shall be pending
or threatened;

(f) this Agreement shall not have been terminated pursuant to Article XII hereof;

(g) all regulatory approvals necessary to the issue and distribution of the Warrants in accordance with the
provisions of this Agreement and the Arrangement, the distribution of the Class C 8% Convertible
Preference Shares upon the exercise of the Warrants and any other acquisition or distribution of
securities by Central or the Central Subsidiaries in accordance with the provisions of this Agreement and
the Arrangement shall have been obtained or in the opinion of Central will be obtained; and

(h) the Central/Norcen Agreement shall have been executed and delivered by the parties thereto.

11.5 Notice and Cure Provisions

(a) Each party hereto shall give prompt notice to each other party hereto of the occurrence, or failure to
occur, at any time from the date hereof to the Effective Time, of any event or state of facts which occurrence or
failure would, or would be likely to, (i) cause any of the representations or warranties of any party contained herein
to be untrue or inaccurate in any material respect, or (ii) result in the failure to comply with or satisfy any covenant,
condition or agreement to be complied with or satisfied by any party hereunder provided, however, that no such
notification shall affect the representations or warranties of the parties or the conditions to the obligations of the
parties hereunder.

(b) No party may elect not to complete the transactions contemplated hereby pursuant to the conditions
precedent contained in Sections 11.2(a), 11.2(b), 11.3(a), 11.3(b), 11.3(d), 11.3(e), 11.3(g), 11.3(h), 11.4(a)
and 11.4(b) unless, prior to the filing on the Effective Date of articles of arrangement for the purpose of giving
effect to the Arrangement, the party intending to rely thereon has delivered a written notice to the other parties to
this Agreement (the “defaulting parties™) specifying in reasonable detail all breaches of covenants, representations
and warranties or other matters which the party delivering such notice is asserting as the basis for the non-fulfilment
of the applicable condition precedent. More than one such notice may be delivered by any party. If any such notice
is delivered less than 30 days prior to the Termination Date, provided that one or more of the defaulting parties are
proceeding diligently to cure such breach, the Termination Date shall be extended to a date which is the earlier of
(i) 30 days after the date of delivery of the last such notice and (ii) April 30, 1990. No such notice may be given
after April 2, 1990 except in respect of (i) any matter which has occurred after April 2, 1990 or (ii) any matter in
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respect of which a notice was delivered prior to April 2, 1990 which has not been remedied or cured to the
satisfaction of the party which delivered such notice.

11.6 Satisfaction of Conditions

Subject to Sections 8.5 and 8.6, the conditions set out in Sections 11.1, 11.2, 11.3 and 11.4 hereof shall be
conclusively deemed to have been satisfied, waived or released when, with the agreement of Westcoast, ICG and
Central, articles of arrangement under the Act are filed.

ARTICLE XII
TERMINATION AND AMENDMENT
12.1 Termination

(a) This Agreement may be terminated at any time prior to the Effective Time, whether before or after the
ICG Special Meeting, by ICG or Central in order that an unsolicited offer or proposal from a Third Party
may be accepted as contemplated by Section 6.10 hereof; in the event of any such termination, no party
shall have any liability or further obligation to any party hereunder except for the obligations set forth in
Section 6.10 and as set forth in Section 12.2.

(b) This Agreement shall automatically terminate on the Termination Date in the event the Arrangement
has not been effected on or before the Termination Date and no party hereto shall have any liability or
further obligation to any other party hereunder except (i) in respect of any breach of this Agreement
which occurred on or before the Termination Date and (ii) as set forth in Section 12.2.

(c) This Agreement may be terminated by mutual agreement of the parties hereto on such terms and
conditions as may be agreed upon without, subject to applicable law, any further notice to or action on
the part of their respective security holders.

12.2 Effect of Termination

The obligations set out in Sections 6.3(b) (i) and the confidentiality provisions of Section 6.11 shall survive any
termination of this Agreement.

12.3 Amendment

Subject to applicable law, this Agreement may, at any time and from time to time before and after the holding
of the ICG Special Meeting but not later than the Effective Date, be amended by written agreement of the parties
hereto without further notice to or action on the part of their respective security holders.

ARTICLE XIII
GENERAL PROVISIONS
13.1 Brokers

Each of the parties hereto represents and warrants to each of the other parties that it has not done any act
which would give rise to any valid claim against any other party for a brokerage commission, finder’s fee or other
like payment.
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13.2 Notices

All notices and other communications hereunder shall be in writing and shall be delivered by hand or sent by
telecopier to the parties at the following addresses or at such other addresses as shall be specified by the parties by
like notice:

(a) if to ICG:

35th Floor

20 Queen Street West
Toronto, Ontario
MS5H 3R3

Telecopier:  (416) 598-5288
Attention: Senior Vice-President
and Chief Financial Officer

with copies to:

Osler, Hoskin & Harcourt
Barristers & Solicitors

1 First Canadian Place
66th Floor

Toronto, Ontario

M5X 1B8

Telecopier:  (416) 862-6666
Attention:  Peter J. Dey, Q.C.

(b) if to Westcoast or the Purchaser:

1333 West Georgia Street
Vancouver, British Columbia
V6E 3K9

Telecopier:  (604) 664-5883
Attention: Senior Vice-President
and Chief Financial Officer

with copies to:

Tory, Tory, DesLauriers & Binnington
Barristers & Solicitors

Suite 3000, IBM Tower

P.O. Box 270

Toronto-Dominion Centre

Toronto, Ontario

MS5K 1IN2

Telecopier:  (416) 865-7394
Attention: Peter E.S. Jewett

Aikins, MacAulay & Thorvaldson
Barristers & Solicitors

30th Floor

360 Main Street

Winnipeg, Manitoba

R3C 4G1

Telecopier:  (204) 957-0840
Attention: David G. Unruh
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(¢) if to Central or MICCI:

c/o Central Capital Corporation
I First Canadian Place

38th Floor

Toronto, Ontario

Ms5X 1G4

Telecopier:  (416) 345-4620
Attention: President and
Chief Executive Officer
with copies to:
Davies, Ward & Beck
1 First Canadian Place
44th Floor
Toronto, Ontario
M5X 1Bl

Telecopier:  (416) 863-0871
Attention:  Jeffrey D. Glatt

(d) if to Chancellor or 2451417:
(i) if before the Effective Time as per Section 13.2(c) above; and
(ii) if after the Effective Time as per Section 13.2(b) above.

A notice delivered to the party to whom it is addressed as previously provided shall be deemed to have been
given and received on the day it is so delivered at such address, provided that if such day is not a Business Day then
the notice shall be deemed to have been given and received on the Business Day next following such day. Any notice
so telecopied shall be deemed to have been given and received on the date of telecopying if telecopied during the
normal business hours of the addressee on a Business Day or otherwise shall be deemed to have been given and
received on the Business Day next following the date of its telecopying.

13.3 Nature of Representations, Warranties and Covenants

Any representations, warranties or covenants of Westcoast or the Purchaser herein or in any certificate or
document given or made pursuant hereto are given or made jointly and severally.

13.4 Applicable Law

This Agreement shall be governed by, and construed in accordance with, the laws of the Province of Manitoba
and the laws of Canada applicable therein and shall be treated in all respects as a Manitoba contract.

13.5 Assignment

No party may assign this Agreement or any of its rights hereunder or under the Arrangement without the prior
written consent of the other parties hereto. Notwithstanding the foregoing, Westcoast and the Purchaser may assign
all of their rights, liabilities and obligations hereunder and under the Arrangement and any other written agreement,
document or instrument contemplated by or referred to in this Agreement with respect to the Propane Business,
Propane Corp., NASCO and the purchase of shares of Chancellor to the Designated Propane Nominee. To the
extent that the Designated Propane Nominee assumes, in form and on terms satisfactory to ICG and Central, acting
reasonably, any such liabilities or obligations, Westcoast and the Purchaser shall be absolutely released from such
liabilities and obligations. To the extent that Westcoast and the Purchaser assign any such rights to the Designated
Propane Nominee, ICG and Central shall be absolutely released from any liabilities or obligations to Westcoast and
the Purchaser with respect to such rights.

13.6 Counterparts

This Agreement may be executed in two or more counterparts, each of which shall be deemed an original, but
all of which together shall constitute one and the same instrument.
13.7 Binding Effect

This Agreement and the Arrangement shall be binding upon and shall enure to the benefit of the parties hereto
and their respective successors and permitted assigns.
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IN WITNESS WHEREOF each of the parties hereto has caused this Agreement to be executed as of the date
first above written.

INTER-CITY GAS CORPORATION

By (Signed) R. G. GRAHAM

(Signed) PETER MARRIOTT CS.

WESTCOAST ENERGY INC.

By (Signed) M. PHELPS

(Signed) GRAHAM WILSON CS.

WESTCOAST GAS INC.

By (Signed) M. PHELPS

(Signed) GrRaHAM WILSON CS.

CENTRAL CAPITAL CORPORATION

By (Signed) H. R. COHEN

(Signed) LeoNARD ELLEN CS.

THE CHANCELLOR HOLDINGS CORPORATION

By (Signed) S. M. Beck ol

2451417 MANITOBA LTD.

By (Signed) S. M. BEck Cs.
2484685 MANITOBA LTD.

By (Signed) S. M. BEck CS.

MICC INVESTMENTS LIMITED

By (Signed) D. A. RATTEE

(Signed) J. D. BERGERON CS.
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EXHIBIT 1

to the Arrangement Agreement among

Inter-City Gas Corporation,
Westcoast Energy Inc., WestCoast Gas Inc.,

Central Capital Corporation,

The Chancellor Holdings Corporation,

2451417 Manitoba Ltd.,

2484685 Manitoba Ltd. and
MICC Investments Limited

Arrangement Under Section 185 of The Corporations Act (Manitoba)
ARTICLE I

INTERPRETATION

1.1 Definitions

In this Arrangement, unless there is something in the subject matter or context inconsistent therewith, the
following terms shall have the following meanings respectively:

“Act” means The Corporations Act (Manitoba);
“Adverse Claim” shall have the meaning ascribed thereto in subsection 44(2) of the Act;

“Aggregate MICCI Shares” means the aggregate number of Common Shares held by MICCI, 2451417 and
Chancellor immediately after giving effect to the provisions of Section 3.1(b) of this Arrangement;

“Aggregate ICG FMV"" means the aggregate fair market value of the Outstanding Common Shares as at the
Effective Time, as determined by the board of directors of ICG (or any person or committee selected by the
board of directors of ICG) on the advice of its financial advisors;

“Arrangement Agreement” means the agreement dated December 11, 1989 as amended and restated as of
February 12, 1990, made among ICG, Westcoast, the Purchaser, Central, Chancellor, 2451417, Newco and
MICCI;

“Business Day” means a day which is not a Saturday, Sunday or statutory holiday within the meaning of the
Interpretation Act (Canada);

“Canadian Tax Act” means the Income Tax Act (Canada);
“Central” means Central Capital Corporation, a corporation amalgamated under the laws of Canada;

“Chancellor’” means The Chancellor Holdings Corporation, a corporation incorporated under the laws of the
Province of Manitoba;

“Chancellor Balancing Shares” means that number of Common Shares equal to: (a) if the number determined
in paragraph (ii) of the definition of 2451417 Balancing Shares is greater than the number determined in
paragraph (i) of such definition, the difference between the number determined in paragraph (ii) and the
number determined in paragraph (i) of such definition; and (b) in any other case, nil;

“Chancellor Butterfly Shares’ means special shares in the capital of Chancellor;
“Chancellor Common Shares” means common shares in the capital of Chancellor;

“Chancellor Holding” means the number of Common Shares held by Chancellor immediately after the
transfer referred to in Section 3.1(d) of this Arrangement;

“Chancellor Purchase Agreement” means the agreement of purchase and sale to be made between Chancellor
and ICG pursuant to which Chancellor shall acquire all of the issued and outstanding shares of Propane Corp.
from ICG in consideration for the issue by Chancellor to ICG of Chancellor Butterfly Shares;

“Chancellor Preference Shares” means preference shares in the capital of Chancellor;
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“Chancellor Redemption Note"” means the non-interest bearing demand promissory note in the aggregate
principal amount of the Propane Cash Portion to be issued by Chancellor pursuant to this Arrangement;

“Common Shares” means common shares in the capital of ICG;
“Court” means the Manitoba Court of Queen’s Bench;

“Depositary”” means Central Guaranty Trust Company at its offices in Vancouver, Calgary, Regina, Winnipeg,
Toronto, Montreal and Halifax in Canada and through its associate First Chicago Trust Company of New York
at its offices in New York in the United States of America, or such other trust company satisfactory to
Westcoast, acting reasonably, as ICG may appoint;

“Designated Propane Nominee” means the person identified in writing by Westcoast to ICG pursuant to the
Arrangement Agreement as the proposed purchaser of the shares of Chancellor;

“Dissenting Shareholders” has the meaning ascribed thereto in Section 4.1 of this Arrangement;

“Dissenting Shares” means all shares which are deemed to have been cancelled for the purposes of this
Arrangement immediately prior to the Effective Time in accordance with the provisions of Section 4.1 of this
Arrangement;

“Effective Date” means the date shown on the certificate of amendment to be issued under the Act giving
effect to this Arrangement;

“Effective Time” means the effective time of the Arrangement on the Effective Date, as shown on the
certificate of amendment to be issued under the Act giving effect to this Arrangement;

“Employee Share Option Plan’ means the employee stock option plan established by ICG;

“Exchanged Common Shares” means the Outstanding Common Shares other than those held by Chancellor,
2451417 or MICCI;

“Exchanged Third Preference Shares” means the outstanding Third Preference Shares immediately prior to
giving effect to the provisions of Section 3.1(b) of this Arrangement other than Dissenting Shares;

“Final Order” means the final order of the Court approving this Arrangement;
“First Preference Shares” means First Preference shares eight per cent (8%) Series A in the capital of ICG;

“ICG" means Inter-City Gas Corporation, a corporation amalgamated under the laws of the Province of
Manitoba;

“ICG Non-Trade Liabilities" means liabilities of ICG which ICG, Westcoast and the Purchaser have agreed in
writing on or before the date hereof are ICG Non-Trade Liabilities for purposes of the Arrangement
Agreement;

“ICG Propane Note” means a non-interest bearing demand promissory note of ICG in the aggregate principal
amount equal to the Propane Cash Portion;

“ICG Special Meeting” means the special meeting of the holders of Common Shares, First Preference Shares,
Third Preference Shares and Options to be held to consider and, if deemed advisable, to approve this
Arrangement;

“ICG Utilities Note’* means a non-interest bearing demand promissory note of ICG in the aggregate principal
amount equal to the Ultilities Cash Portion;

“Interim Order”” means the interim order of the Court pursuant to the application therefor contemplated by
Section 2.1 of the Arrangement Agreement;

“Letter of Transmittal” means the letter of transmittal to be sent to each registered holder of Common Shares
and/or Third Preference Shares on the record date for the determination of shareholders entitled to receive
notice of the ICG Special Meeting;

“MICC" means The Mortgage Insurance Company of Canada, a corporation governed by the Canadian and
British Insurance Companies Act;

“MICCI" means MICC Investments Limited, a corporation incorporated under the laws of Canada;
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“MICCI Proportionate Number” means the product obtained by multiplying the Aggregate MICCI Shares by
the MICCI Ratio;

“MICCI Ratio” means the quotient obtained by dividing the Remaining ICG FMV by the Aggregate 1CG
FMV;

“Newco’” means 2484685 Manitoba Ltd., a corporation incorporated under the laws of the Province of
Manitoba;

“Newco Butterfly Shares” means special shares in the capital of Newco;

“Newco Redemption Note” means the non-interest bearing demand promissory note in the aggregate principal
amount of the Utilities Cash Portion to be issued by Newco pursuant to this Arrangement;

“Options” means all options issued and outstanding pursuant to the Employee Share Option Plan on the date of
the ICG Special Meeting;

“Ordinary Shares™ means the ordinary shares in the capital of ICG after giving effect to Section 3.1(t) of this
Arrangement;

“QOutstanding Common Shares” means the issued and outstanding Common Shares immediately prior to giving
effect to the provisions of Section 3.1(e) of this Arrangement, other than Dissenting Shares;

“Propane Cash Portion” means the lesser of (a) the Propane Total and (b) the product obtained by
multiplying:
(i)  the number of Qutstanding Common Shares; by
(ii) the product obtained by multiplying:
(A) $21.00; by
(B) the Propane Factor;

“Propane Corp.” means ICG Propane Inc., a corporation incorporated under the laws of the Province of
Manitoba;

“Propane Debt Portion” means the Propane Total less the Propane Cash Portion;

“Propane Factor” means (a) the quotient obtained by dividing the Propane Total by the sum of the Utilities
Total and the Propane Total; for such purposes, the Propane Total and Utilities Total shall be determined on
the basis that the references in the respective definitions thereof to Propane Earnings and Ultilities Earnings
were references to Estimated Propane Earnings and Estimated Utilities Earnings, respectively; or (b) such
other amount (being greater than or equal to zero and less than or equal to one) as Westcoast and ICG may
mutually agree upon in writing prior to the Effective Time;

“Propane Ratio” means the quotient obtained by dividing (i) the Propane Cash Portion by (ii) the Aggregate
ICG FMYV;

“Propane Total” means the aggregate of (i) $220,800,000, (i) (A) if the Propane Earnings equal or exceed
$10,000,000, an amount equal to 50% of the Propane Earnings or (B) in any other event an amount equal to
the Propane Earnings less $5,000,000 and (iii) $3,000,000, Propane Earnings having the meaning ascribed
thereto and being determined for the purposes hereof as set forth in the Arrangement Agreement;

“Public Shareholders” means all holders of Exchanged Common Shares;

“Purchaser”” means WestCoast Gas Inc., a corporation incorporated under the laws of Canada;

“Remaining ICG FMV"' means the difference between the Aggregate ICG FMYV and the sum of the Utilities
Cash Portion and the Propane Cash Portion;

“Third Preference Shares”” means $2.125 Cumulative Redeemable Voting Convertible Third Preference shares,
1985 Series in the capital of ICG;

“2451417” means 2451417 Manitoba Ltd., a corporation incorporated under the laws of the Province of
Manitoba;

“2451417 Balancing Shares” means that number of Common Shares equal to the lesser of (i) that number of
Common Shares that would result in 2451417 holding the 2451417 Proportionate Number of Common Shares
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immediately after the sale contemplated in section 3.1(c) of this Arrangement; and (ii) that number of
Common Shares that would result in MICCI owning the MICCI Proportionate Number of Common Shares
immediately after such sale;

“2451417 Common Shares” means common shares in the capital of 2451417,

“2451417 Holding"' means the number of Common Shares held by 2451417 immediately after the transfer
referred to in Section 3.1(c) of this Arrangement;

“2451417 Proportionate Number” means the product obtained by multiplying the Aggregate MICCI Shares by
the Ultilities Ratio;

“Utilities Assumption Agreement” means the assumption agreement to be made between ICG and Newco
pursuant to the Utilities Purchase Agreement pursuant to which, in partial consideration for the transfer to
Newco of all of the issued and outstanding common shares in the capital of Ultilities Canada, Newco shall
assume ICG Non-Trade Liabilities in an amount equal to the Utilities Debt Portion;

“Utilities Canada” means 1CG Utilities (Canada) Ltd., a corporation incorporated under the laws of Canada;

“Utilities Cash Portion’" means the lesser of (a) the Ultilities Total and (b) the product obtained by
multiplying:

(i) the number of Outstanding Common Shares; by
(ii) the product obtained by multiplying:
(A) $21.00; by
(B) the Utilities Factor;
“Utilities Debt Portion” means the Utilities Total less the Ultilities Cash Portion;

“Utilities Factor” means the amount (being greater than or equal to zero and less than or equal to one)
obtained by subtracting the Propane Factor from the whole number one;

“Utilities Purchase Agreement” means the agreement of purchase and sale to be made between ICG and
Newco pursuant to which Newco shall acquire all of the issued and outstanding common shares of Ultilities
Canada from ICG in consideration for the issue by Newco to ICG of Newco Butterfly Shares and the
assumption by Newco of ICG Non-Trade Liabilities in an amount equal to the Utilities Debt Portion pursuant
to the Utilities Assumption Agreement;

“Utilities Ratio’ means the quotient obtained by dividing (i) the Ultilities Cash Portion by (ii) the Aggregate
ICG FMV;

“Utilities Total”” means the aggregate of (i) $462,000,000, (ii) an amount equal to the Utilities Earnings and
(iii) $9,000,000, Utilities Earnings having the meaning ascribed thereto and being determined for the purposes
hereof as set forth in the Arrangement Agreement;

“Warrant Agreement” means the agreement to be made between MICCI and a warrant agent pursuant to
which MICCI shall create and issue share purchase warrants entitling the holders thereof, in the aggregate,
upon the exercise of such warrants in accordance with their terms, to purchase, for a purchase price of $25.00
per Class C 8% Convertible Preference Share, that proportion of the Class C 8% Convertible Preference Shares
held by MICCI immediately after giving effect to the provisions of Section 3.1(t) of this Arrangement which is
equal to the quotient obtained by dividing (i) the number of Ordinary Shares, other than Dissenting Shares,
outstanding immediately after giving effect to the provisions of Section 3.1(t) of this Arrangement held by
persons other than MICCI by (ii) the number of Ordinary Shares, other than Dissenting Shares, outstanding
immediately after giving effect to the provisions of Section 3.1(t) of this Arrangement;

“Warrants” means share purchase warrants to be created and issued by MICCI pursuant to the Warrant
Agreement;

“Warrant Sales Agent” means a Canadian chartered bank or investment dealer satisfactory to MICCI and
ICG; and

“Westcoast” means Westcoast Energy Inc., a corporation incorporated under the laws of Canada.
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1.2 Interpretation Not Affected by Headings, etc.

The division of this Arrangement into articles, sections and other portions and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this Arrangement. The terms
“this Arrangement”, “hereof”, “herein” and “hereunder” and similar expressions refer to this Arrangement and not
to any particular article, section or other portion hereof and include any agreement or instrument supplementary or
ancillary hereto.

1.3 Currency

All sums of money which are referred to in this Arrangement are expressed in lawful money of Canada unless
otherwise specified.

1.4 Number, etc.

Unless the context requires the contrary, words importing the singular number only shall include the plural and
vice versa; words importing the use of any gender shall include all genders; and words importing persons shall
include firms and corporations.

ARTICLE I
ARRANGEMENT AGREEMENT
2.1 Arrangement Agreement

This Arrangement is made pursuant to the provisions of the Arrangement Agreement.

ARTICLE III

3.1 The Arrangement

At the Effective Time the following shall occur and be deemed to occur in the order specified below, without
any further act or formality except as herein otherwise provided:

Stated Capital Adjustments

(a) the stated capital of the Third Preference Shares is reduced to nil, an amount equal to the paid up capital
for purposes of the Canadian Tax Act of the Third Preference Shares (calculated prior to the foregoing
reduction) is added to the stated capital of the Common Shares and an amount equal to the difference
between the stated capital of the Third Preference Shares and the paid up capital for purposes of the
Canadian Tax Act of the Third Preference Shares (calculated in each case prior to the foregoing
changes) is added to a surplus account of ICG;

Third Preference Shares
(b) each Exchanged Third Preference Share is changed into 1.662 Common Shares;

Transfers by MICCI

(c) MICCI transfers to 2451417 the 2451417 Balancing Shares, if any, for an equal number of 2451417
Common Shares;

(d) MICCI transfers to Chancellor the Chancellor Balancing Shares, if any, for an equal number of
Chancellor Preference Shares;
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Exchanges by Public Shareholders

(e)

()

each Public Shareholder transfers to 2451417, in exchange for an equal number of 2451417 Common
Shares, that number of Common Shares as is determined under the following formula:

No(AXU) —B
A—-C

XD

= the number of Outstanding Common Shares;

= the 2451417 Holding;

= the Aggregate MICCI Shares;

= the number of Common Shares held by such holder immediately before the exchange referred to

in this paragraph;

N = the number of Common Shares transferred by such holder to 2451417; and
U = the Utilities Ratio;
where the calculation of N produces a number that is not a whole number, the number of shares
transferred by, and the number of shares issued to, such holder includes fractional shares, calculated and
rounded to the nearest one one-thousandth of a share; Central and its subsidiaries are deemed for all
purposes of this Arrangement to have transferred the Common Shares transferred by them pursuant to

this Section 3.1(e) prior to the transfer of Common Shares by all other Public Shareholders pursuant to
this Section 3.1(e);

each Public Shareholder transfers to Chancellor, in exchange for an equal number of Chancellor
Preference Shares, that number of Common Shares as is determined under the following formula:

No(AXP) —B
A-C

D

= the number of Outstanding Common Shares;
= the Aggregate MICCI Shares;

= the number of Common Shares held by such holder immediately before the exchange referred to
in the immediately preceding paragraph;

= the Chancellor Holding;
= the number of Common Shares transferred by such holder to Chancellor; and
= the Propane Ratio;

where the calculation of N produces a number that is not a whole number, the number of shares
transferred by, and the number of shares issued to, such holder includes fractional shares, calculated and
rounded to the nearest one one-thousandth of a share; Central and its subsidiaries are deemed for all
purposes of this Arrangement to have transferred the Common Shares transferred by them pursuant to
this Section 3.1(f) prior to the transfer of Common Shares by all other Public Shareholders pursuant to
this Section 3.1(f);

Distribution to Chancellor of Propane Corp.

(g)

(h)

pursuant to the Chancellor Purchase Agreement ICG transfers to Chancellor all of the outstanding
shares of Propane Corp. in exchange for the issue by Chancellor to ICG of that number of Chancellor
Butterfly Shares which is equal to the amount in dollars of the Propane Cash Portion;

Chancellor redeems all of the Chancellor Butterfly Shares held by ICG; the aggregate redemption price
being paid and satisfied in full by Chancellor by issuing to ICG the Chancellor Redemption Note;
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(i)

@

ICG purchases for cancellation all of the Common Shares held by Chancellor; the aggregate purchase
price being paid and satisfied in full by ICG by issuing to Chancellor the ICG Propane Note;

the Chancellor Redemption Note and the ICG Propane Note are set-off against one another and the two
notes are cancelled;

Distribution to Newco of Utilities Canada

(k)

(1)

(m)

(n)

(0)

pursuant to the Utilities Purchase Agreement ICG transfers to Newco all of the outstanding common
shares of Utilities Canada in exchange for:

(i) the assumption by Newco, pursuant to the Ultilities Assumption Agreement, of ICG Non-Trade
Liabilities in an amount equal to the Ultilities Debt Portion; and

(ii) the issue by Newco to ICG of that number of Newco Butterfly Shares which is equal to the
amount in dollars of the Ultilities Cash Portion;

Newco redeems all of the Newco Butterfly Shares held by ICG; the aggregate redemption price being
paid and satisfied in full by Newco by issuing to ICG the Newco Redemption Note;

the voluntary dissolution of Newco is commenced and, in connection therewith, all of the assets of
Newco are transferred to and all of the liabilities of Newco are assumed by 2451417,

ICG purchases for cancellation all of the Common Shares held by 2451417; the aggregate purchase price
being paid and satisfied in full by ICG by issuing to 2451417 the ICG Ultilities Note;

the Newco Redemption Note and ICG Ultilities Note are set-off against one another and the two notes
are cancelled;

Common Shares of Chancellor

(p)

the option held by MICC in respect of the one outstanding Chancellor Common Share is cancelled and
Central transfers to the Purchaser or, if the Purchaser has assigned certain of its rights and obligations
under the Arrangement Agreement pursuant to and in accordance with the provisions of Section 13.5
thereof, to the Designated Propane Nominee, in consideration of $1.00, the one outstanding Chancellor
Common Share held by Central;

Sale to the Purchaser

(q)

(r)

the Public Shareholders (other than Central and its subsidiaries) transfer, and immediately thereafter
Central and its subsidiaries transfer, in each case, free from any Adverse Claims, all of their 2451417
Common Shares to the Purchaser for cash consideration in an aggregate amount equal to the Ultilities
Cash Portion, payable in equal amounts per 2451417 Common Share in accordance with the provisions
of Article V of this Arrangement;

the Public Shareholders (other than Central and its subsidiaries) transfer, and immediately thereafter
Central and its subsidiaries transfer, in each case, free from any Adverse Claims, all of their Chancellor
Preference Shares to the Purchaser or, if the Purchaser has assigned certain of its rights and obligations
under the Arrangement Agreement to the Designated Propane Nominee pursuant to and in accordance
with the provisions of Section 13.5 thereof, to the Designated Propane Nominee, for cash consideration
in an aggregate amount equal to the Propane Cash Portion, payable in equal amounts per Chancellor
Preference Share in accordance with the provisions of Article V of this Arrangement;

Stated Capital Adjustments

(s)

the stated capital of the First Preference Shares is reduced to nil, an amount equal to the paid up capital
for purposes of the Canadian Tax Act of the First Preference Shares (calculated prior to the foregoing
reduction) is added to the stated capital of the Common Shares and an amount equal to the difference
between the stated capital of the First Preference Shares and the paid up capital for purposes of the
Canadian Tax Act of the First Preference Shares (calculated in each case prior to the foregoing changes)
is added to a surplus account of ICG;
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Amendments to Articles of ICG
(t) the articles of ICG are amended as follows:

(i) by creating 8% Cumulative Redeemable Convertible Class C Preference Shares (the “Class C 8%
Convertible Preference Shares™) having the rights and attributes as set forth in Appendix I to this
Arrangement;

(ii) by changing all the outstanding First Preference Shares into 2,439,920 Class C 8% Convertible
Preference Shares;

(iii) by changing all the Common Shares, other than Dissenting Shares, outstanding immediately prior
to giving effect to the provisions of this Section 3.1(t) of this Arrangement on a pro rata basis into
such number of Common Shares as is equal to one-quarter of the number of Outstanding Common
Shares;

(iv) by changing the name of ICG to Inter-City Products Corporation/Société de Produits Inter-Cité
Inc.;

(v) by cancelling the first preference shares, second preference shares and third preference shares;

(vi) by creating Class A Preference Shares and Class B Preference Shares having the rights and
attributes as set forth in Appendix II to this Arrangement; and

(vii) by redesignating the Common Shares as Ordinary Shares and thereafter all references in the
articles of ICG to Common Shares shall be deemed to refer to Ordinary Shares;

Stated Capital Adjustments

(u) the stated capital of the Ordinary Shares is reduced by $51,388,000 (or such other amount as may be
agreed upon in writing by MICCI and ICG on or prior to the filing of articles of arrangement giving
effect to this Arrangement) and an amount equal to the amount of such reduction is added to the stated
capital of the Class C 8% Convertible Preference Shares; and

Issue of Warrants by MICCI

(v) MICCI issues to or for the benefit of each holder of Ordinary Shares (other than MICCI) one Warrant
in respect of each Ordinary Share outstanding immediately after giving effect to the provisions of
Section 3.1(t) of this Arrangement (other than Dissenting Shares and Ordinary Shares outstanding at
that time which are held by MICCI).

3.2 Other Documents and Instruments

Each of ICG, Utilities Canada, Propane Corp., Westcoast, the Purchaser, Central, MICCI, MICC,
Chancellor, 2451417 and Newco shall make, do and execute or cause and procure to be made, done and executed all
such further acts, deeds, agreements, transfers, assurances, instruments, share certificates, share registers, or
documents as may be required in order further to document or evidence any of the transactions or events set out in
Section 3.1 hereof.

ARTICLE 1V
RIGHTS OF DISSENT
4.1 Rights of Dissent

Holders of Common Shares, First Preference Shares, Third Preference Shares or Options may exercise rights
of dissent in the manner set out in Section 184 of the Act (as modified by the Interim Order, the Final Order and
this Section 4.1) in connection with the Arrangement. Holders of such securities who:

(a) send to ICG a written objection (“Objection Notice”) in accordance with the provisions of
Section 184(5) of the Act; and

(b) do not withdraw such Objection Notice prior to 3:00 p.m. (Winnipeg Time) on the Business Day
immediately preceding the Effective Date;
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(collectively, the “Dissenting Shareholders™) shall be entitled to be paid by ICG the fair value for the securities of
the class or classes held by them in respect of which they dissent in the manner set out in Section 184 of the Act (as
modified by the Interim Order, the Final Order and this Section 4.1) determined as of the close of business on the
day before the day on which the ICG Special Meeting is held. ICG hereby waives the requirements contained in
Section 184(7) and 184(9) of the Act that a security holder wishing to exercise rights of dissent shall forward a
notice of demand to ICG and shall forward all certificates representing the securities in respect of which he dissents
to ICG and confirms that no Dissenting Shareholder shall cease to be entitled to be paid by ICG the fair value for
the securities in respect of which he dissents as a result of any failure to comply with the said provisions of the Act.
A Dissenting Shareholder ceases to have any rights as a holder of securities of the class or classes in respect of which
he dissents other than the right to be paid the fair value of such securities as determined under Section 184 of the
Act and the Common Shares, First Preference Shares, Third Preference Shares or Options in respect of which a
Dissenting Shareholder dissents shall be deemed to have been cancelled by ICG for all purposes of this
Arrangement with effect immediately prior to the Effective Time. ICG shall not be required to recognize a
Dissenting Shareholder as the holder of the Common Shares, First Preference Shares, Third Preference Shares or
Options in respect of which such Dissenting Shareholder has dissented with effect upon sending the Objection
Notice to ICG unless such Objection Notice is withdrawn in accordance with (b) above, and the name of such
holder shall be deleted from the register of holders of Common Shares, First Preference Shares, Third Preference
Shares and Options, as the case may be, at the Effective Time.

ARTICLE V
CasH AND CERTIFICATES
5.1 Share Certificates and Warrant Certificates

(i)  As soon as practicable after the Effective Time, ICG shall cause to be delivered to the Depositary share
certificates representing all of the Ordinary Shares outstanding after giving effect to Section 3.1 of this
Arrangement.

(ii) As soon as practicable after the Effective Time, ICG shall cause to be delivered to the Depositary share
certificates representing all of the Class C 8% Convertible Preference Shares outstanding after giving effect to
Section 3.1 of this Arrangement.

(ili) As soon as practicable after the Effective Time, MICCI shall cause to be delivered to the Depositary
warrant certificates representing all of the Warrants outstanding after giving effect to Section 3.1 of this
Arrangement.

5.2 Delivery of Cash, Share Certificates and Warrant Certificates

(a) Subject to Section 5.6, from and after the Effective Time, each share certificate representing Common
Shares or Third Preference Shares which were outstanding immediately prior to the Effective Time (other than
Dissenting Shares) shall represent only the right of the registered holder of the shares represented by such share
certificate to receive:

(i) payment, in accordance with the provisions of this Article V, of the cash amount payable to such holder
in accordance with Sections 3.1 and 5.5 of this Arrangement;

(ii) certificates representing that number of Ordinary Shares to which such holder is entitled immediately
after giving effect to Sections 3.1 and 5.7 of this Arrangement; and

(iii) certificates representing that number of Warrants to which such holder is entitled immediately after
giving effect to Sections 3.1 and 5.8 of this Arrangement;

upon such holder depositing with the Depositary such share certificate, duly endorsed for transfer, accompanied by
(A) a Letter of Transmittal duly signed and completed by such holder in accordance with the terms thereof or
(B) such other documents and instruments as the Depositary may reasonably require. Upon receipt by the
Depositary of any such share certificate, together with such Letter of Transmittal or such other documents and
instruments, the Depositary shall deliver to such holder the cash payment, share certificates and warrant certificates
referred to in clauses (i), (ii) and (iii) of this Section 5.2(a) to which such holder is entitled in accordance with the
provisions of this Arrangement subject, in the case of any such cash payment, to any withholdings or deductions
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required by Section 116 of the Canadian Tax Act and any potential backup withholding which may be required by
Section 3406 of the United States Internal Revenue Code of 1986 . Any amounts so withheld or deducted by the
Depositary shall be applied by the Depositary in accordance with the provisions of Section 116 of the Canadian Tax
Act or Section 3406 of the United States Internal Revenue Code of 1986.

(b) Subject to Section 5.6, from and after the Effective Time, each share certificate representing First
Preference Shares which were outstanding immediately prior to the Effective Time (other than those in respect of
which rights of dissent were exercised by a Dissenting Shareholder) shall represent only the right of the registered
holder of the shares represented by such share certificate to receive a share certificate representing that number of
Class C 8% Convertible Preference Shares to which such holder is entitled immediately after giving effect to
Section 3.1 of this Arrangement, upon such holder depositing with the Depositary such share certificate, duly
endorsed for transfer and accompanied by (i) a Letter of Transmittal duly signed and completed by such holder in
accordance with the terms thereof or (ii) such other documents and instruments as the Depositary may reasonably
require. Upon receipt by the Depositary of any such share certificate, together with such Letter of Transmittal or
such other documents and instruments, the Depositary shall deliver to such holder a share certificate representing
that number of Class C 8% Convertible Preference Shares to which such holder is entitled in accordance with the
provisions of this Arrangement.

5.3 Delivery of Cheques in Satisfaction of Cash Payment

Unless otherwise directed in accordance with any Letter of Transmittal, any cash payments to be made
pursuant to this Arrangement shall be made by the Depositary issuing cheques in Canadian currency payable at any
branch in Canada of a Canadian chartered bank or trust company. Payment will be made in United States dollars to
those persons who elect to receive any such payment in United States dollars in the manner provided in the Letter of
Transmittal and, for such purpose, Canadian dollar amounts shall be converted into United States dollars at the
United States dollar/Canadian dollar noon exchange rate quoted by Canadian Imperial Bank of Commerce on the
Business Day immediately preceding the date of issuance of the cheque evidencing such payment. All cheques
forwarded pursuant hereto shall be deemed to have been delivered at the time, of delivery thereof to the post office
or to such other party as may be charged with the responsibility for the transmission thereof.

5.4 Use of Postal Services

Unless otherwise directed in accordance with any Letter of Transmittal, all cheques, share certificates and/or
warrant certificates which any person is entitled to receive in accordance with the provisions of this Arrangement
shall be forwarded by first class mail, postage prepaid or, in the case of a postal disruption in Canada, by such other
means as the Depositary may deem prudent, to the persons and at the addresses specified in the relevant Letter of
Transmittal or as otherwise specified to the satisfaction of the Depositary.

5.5 Interest, Dividends and other Distributions

All funds which the Depositary shall hold pending delivery thereof to the persons entitled thereto in accordance
with the provisions of this Arrangement shall be held by the Depositary in trust for the persons entitled thereto. All
dividends paid and distributions made in respect of Ordinary Shares after the Effective Time for which a certificate
representing such shares has not been delivered to the persons entitled thereto in accordance with Section 5.2
(including, if applicable, any distributions pursuant to Section 5.7 or 5.8 of this Arrangement) shall be paid to the
Depositary to be held by the Depositary in trust for such persons. All monies so held or received by the Depositary
shall be invested by the Depositary in one or more interest-bearing trust accounts on terms acceptable to ICG and
the Depositary.

5.6 Extinguishment of Claims

The delivery by the Purchaser and/or the Designated Propane Nominee to the Depositary of an aggregate
amount equal to the sum of the Utilities Cash Portion and the Propane Cash Portion in accordance with the
provisions of the Arrangement Agreement shall satisfy the obligations of the Purchaser and/or the Designated
Propane Nominee set forth in Section 3.1(q) and 3.1(r) of this Arrangement and, thereupon, all holders of
securities of ICG immediately prior to the Effective Time shall cease to have any claim or interest of any kind
against the Purchaser or the Designated Propane Nominee arising as a result of the transactions which form part of
this Arrangement. Any share certificate representing Common Shares, Third Preference Shares or First Preference
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Shares which were outstanding immediately prior to the Effective Time which is not deposited with the Depositary
in accordance with the provisions of Section 5.2 of this Arrangement on or prior to the sixth anniversary of the
Effective Date shall cease to represent a claim or interest of any kind against ICG. On such sixth anniversary, all
unclaimed cash held by the Depositary in accordance with the provisions of Section 5.5 of this Arrangement shall be
surrendered by the Depositary to ICG and all share certificates held by the Depositary pursuant to this Arrangement
shall be returned to ICG for cancellation.

5.7 Fractional Shares

Notwithstanding any other provision of this Arrangement, no certificate representing fractional Ordinary
Shares shall be issued or delivered in connection with this Arrangement. In lieu thereof, a certificate or certificates
representing an accumulation of all fractional interests in Ordinary Shares which, but for the provisions of this
Section 5.7, would have been issued pursuant to this Arrangement, shall be delivered to the Depositary. The
Depositary shall attempt to sell such Ordinary Shares on The Toronto Stock Exchange or on such other stock
exchange on which such shares are listed or quoted as may be selected by the Depositary in its discretion during the
60-day period following the Effective Date. The aggregate proceeds of such sale will be distributed by the
Depositary, pro rata, among the persons who, but for the provisions of this Section 5.7, would have been entitled to
receive such fractional interests in such Ordinary Shares.

5.8 Warrants Held by Certain U.S. Nationals or Residents

No certificates representing Warrants will be issued or delivered either upon the Arrangement or upon transfer
or exchange to any person who the Depositary has reason to believe is a resident of any state, territory or possession
of the United States of America or the District of Columbia in which such issuance or delivery would be unlawful.
In lieu thereof, certificates representing all Warrants which, but for the provision of this Section 5.8, would have
been issued and delivered to such persons pursuant to this Arrangement, shall be delivered to the Warrant Sales
Agent. The Warrant Sales Agent shall attempt to sell such Warrants on The Toronto Stock Exchange or in such
other manner as the Warrant Sales Agent shall in its discretion determine. The aggregate proceeds of such sales
shall be forwarded by the Warrant Sales Agent to the Depositary for distribution by the Depositary, pro rata, among
the persons who, but for the provisions of this Section 5.8, would have been entitled to receive such Warrants.
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APPENDIX I TO ARRANGEMENT

Subject to the requirements of The Corporations Act (Manitoba) as now enacted or as the same may be
amended, re-enacted or replaced the 8% Cumulative Redeemable Convertible Class C Preference Shares (the
“Class C 8% Convertible Preference Shares”) shall have attached thereto the following rights, privileges,
restrictions and conditions (the “Class C Provisions™):

I. GENERAL

1.1 Definitions

Where used in these Class C Provisions, the following words and phrases shall, unless there is something in the
context otherwise inconsistent herewith, have the following meanings, respectively:

(a)

(b)
(<)
(d)
(e)
(H

(2)
(h)

(i)

)

“Arrangement” means the series of transactions carried out pursuant to an arrangement as set out in an
arrangement agreement among the Corporation, Westcoast Energy Inc., WestCoast Gas Inc., The
Chancellor Holdings Corporation, 2451417 Manitoba Ltd., Central Capital Corporation, 2484685
Manitoba Ltd. and MICC Investments Limited under the provisions of Section 185 of the MCA,;

“business day” means a day which is not a Saturday or Sunday and which is not a civic or statutory
holiday in Toronto, Ontario;

“Class C Preference holder” means a person recorded on the securities register of the Corporation as
being the registered holder of one or more Class C 8% Convertible Preference Shares;

“close of business” means the normal closing hour of the principal office of the transfer agent for the
Class C 8% Convertible Preference Shares in the City of Toronto;

“Common Shares” means the common shares in the capital of the Corporation;

“Conversion Rate” at any time means the number of Common Shares into which one Class C 8%
Convertible Preference Share may be converted at such time in accordance with the provisions of
Section 3;

“Corporation™ means Inter-City Gas Corporation or any successor company;

“Current Market Price of the Common Shares” means, at any date, the Weighted Average Price at
which the Common Shares have traded on The Toronto Stock Exchange or, if the Common Shares are
not then listed and posted for trading on The Toronto Stock Exchange, on such stock exchange on which
such shares are listed and posted for trading as may be selected for such purpose by the board of directors
of the Corporation or, if the Common Shares are not then listed and posted for trading on any stock
exchange, then on the over-the-counter market, during the 20 consecutive trading days ending on a date
not earlier than the second trading day preceding such date; and the “Weighted Average Price” shall be
determined by dividing the aggregate sale price of all Common Shares sold in board lots on said exchange
or market, as the case may be, during the period of 20 trading days by the total number of Common
Shares so sold in such board lots;

*“director” means a director of the Corporation for the time being and “directors” or “board of directors”
means the board of directors of the Corporation or, if duly constituted and empowered, the executive
committee of the board of directors of the Corporation for the time being, and reference, without further
elaboration, to action by the directors means either action by the directors of the Corporation as a board
or action by the said executive committee as such committee;

“dividends paid in the ordinary course” means cash dividends (and as used in subclause 3.5(c) shall
include the value of any securities or other property or assets distributed at the option of shareholders in
lieu of cash dividends) declared payable on the Common Shares in any fiscal year of the Corporation to
the extent that such cash dividends do not exceed, in the aggregate, the greatest of:

(i) 200% of the aggregate amount of cash dividends declared payable by the Corporation on the
Common Shares in its immediately preceding fiscal year;

(ii) 300% of the arithmetic mean of the aggregate amounts of cash dividends declared payable by the
Corporation on the Common Shares in its three immediately preceding fiscal years; and
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(k)

)

(m)

(n)
(o)

(p)

(q)

(s)

(1)

(u)

(v)
(w)

(iii) 100% of the aggregate consolidated net income of the Corporation, before extraordinary items, for
its immediately preceding fiscal year;

“Effective Date” means the date shown on the certificate of amendment to be issued under the MCA
giving effect to the Arrangement;

“herein”, “hereto”, “hereunder”, hereof”’, “hereby” and similar expressions mean or refer to these
Class C Provisions and not to any particular Section, clause, subclause, subdivision or portion hereof, and
» (13

the expressions “Section”, “clause™ and “subclause” followed by a number or a letter mean and refer to
the specified Section, clause or subclause hereof;

“Initial Issue Date” means the first date on which any Class C 8% Convertible Preference Shares are
issued and outstanding;

“Initial Issue Price” means $25.00 per share;

“Junior Shares” means any shares in the capital of the Corporation ranking after or subordinated to the
Class C 8% Convertible Preference Shares as to the payment of dividends or the return of capital,
including, without limiting the generality of the foregoing, the Common Shares;

“Liquidation Distribution” means a distribution in connection with the liquidation, dissolution or
winding-up of the Corporation, whether voluntary or involuntary, or any other distribution of assets of the
Corporation among its shareholders for the purpose of winding up its affairs;

“MCA” means The Corporations Act (Manitoba) as such statute may from time to time be amended,
re-enacted or replaced;

“ranking as to capital” means ranking or priority with respect to the distribution of assets in the event of a
Liquidation Distribution;

“trading day” means any day on which The Toronto Stock Exchange is open for business and on which
one or more board lots of the relevant class of shares of the Corporation are traded on such exchange;

“transfer agent” means the person or persons from time to time appointed by the directors as the transfer
agent for the Class C 8% Convertible Preference Shares and, in the event that no such person is
appointed, “transfer agent” means the Corporation;

“Warrants” means the share purchase warrants to be created by MICC Investments Limited
(“MICCI”) pursuant to a warrant indenture under which MICCI shall create and issue share purchase
warrants entitling the holders thereof upon the exercise of such warrants in accordance with their terms,
to purchase Class C 8% Convertible Preference Shares;

“Warrant Expiry Date” means the last date on which Warrants may be exercised.

“Weighted Average Trading Price” shall have the meaning ascribed to it in clause 3.1 hereof.

1.2 Gender, ete.

Words importing only the singular number include the plural and vice versa and words importing any gender
include all genders.

1.3 Currency

All monetary amounts referred to herein shall be in lawful money of Canada.

1.4 Headings

The division of these Class C Provisions into Sections, clauses, subclauses or other subdivisions and the
insertion of headings are for convenience of reference only and shall not affect the construction or interpretation

hereof.

1.5 Business Day

In the event that any date upon which any dividends on the Class C 8% Convertible Preference Shares are
payable by the Corporation, or upon or by which any other action is required to be taken by the Corporation by any
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Class C Preference holder hereunder, is not a business day, then such dividend shall be payable or such other action
shall be required to be taken on or by the next succeeding day which is a business day.

1.6 The Corporations Act (Manitoba)

These Class C Provisions shall be governed by and are subject to the applicable provisions of the MCA and all
other laws binding upon the Corporation except as otherwise expressly provided herein.

2. DIVIDENDS
2.1 Declaration and Payment of Dividends

The holders of Class C 8% Convertible Preference Shares shall be entitled to receive and the Corporation shall
pay thereon, as and when declared by the board of directors, fixed preferential cumulative cash dividends at the rate
of $2.00 per share per annum. Such dividends, subject as hereinafter provided, shall be payable in equal quarterly
installments of $0.50 per share on the first day of each of January, April, July and October in each year (each of
which dates is hereinafter referred to as a “dividend payment date™), commencing on the first dividend payment
date following the Effective Date.

2.2 Amount of Dividend

(a) the amount of the dividend for any period which is less than a full quarter of a year with respect to any
Class C 8% Convertible Preference Share:

(i) which is redeemed or purchased; or

(ii) where assets of the Corporation are distributed to the Class C Preference holders pursuant to
Section 7 hereof;

shall be equal to the amount calculated by multiplying $0.50 by a fraction the numerator of which is the
number of days in such quarter for which such share has been outstanding (including first dividend
payment date at the beginning of such quarter), and the denominator of which is the number of days in
such quarter (including the dividend payment date at the beginning thereof and excluding the next
succeeding dividend payment date).

(b) The amount of the dividend payable in respect of each Class C 8% Convertible Preference Share on the
first dividend payment date (the “First Payment Date”) following the Initial Issue Date shall, subject to
clause 2.2(c), be $0.50 per share, representing (i) that proportion of $0.50 which the number of days
from and including the Initial Issue Date to but excluding the First Payment Date is to the total number
of days in the three month period immediately preceding the First Payment Date; and (ii) in respect of
First Preference shares eight per cent (8%), Series A (“First Preference Shares™) which have been
reconstituted into Class C 8% Convertible Preference Shares, that proportion of the quarterly dividend in
respect of each of the First Preference Shares which the number of days from and including the last
dividend payment date in respect of the First Preference Shares to but excluding the Initial Issue Date is
to the total number of days in the three month period immediately preceding the First Payment Date.

(c) The holders of Class C 8% Convertible Preference Shares immediately prior to the Warrant Expiry Date
shall be entitled, on the dividend payment date following the Warrant Expiry Date, to a dividend (the
“Pre-Warrant Expiry Dividend”) payable in respect of each Class C 8% Convertible Preference Share
(held by them respectively immediately prior to the Warrant Expiry Date) equal to that proportion of
$0.50 which the number of days from and including the last dividend payment date in respect of the
Class C 8% Convertible Preference Shares to but excluding the first business day following the Warrant
Expiry Date is to the total number of days in the three month period immediately preceding the first
dividend payment date following the Warrant Expiry Date. The holders of Class C 8% Convertible
Preference Shares following the Warrant Expiry Date shall be entitled, on the first dividend payment
date following the Warrant Expiry Date, to a dividend payable in respect of each Class C 8% Convertible
Preference Share (held by them respectively on the record date for the dividend payable on the first
dividend payment date following the Warrant Expiry Date) equal to $0.50 minus the Pre-Warrant Expiry
Dividend.
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2.3 Cumulation of Dividends

If on any dividend payment date a dividend accrued to and payable on such date is not paid in full on the
Class C 8% Convertible Preference Shares then issued and outstanding, the said dividend or the unpaid part thereof
shall be paid on a subsequent dividend payment date or dividend payment dates determined by the board of
directors on which the Corporation shall have sufficient moneys properly applicable to the payment of the same.
The Class C Preference holders shall not be entitled to any dividends other than or in excess of the fixed preferential
cumulative dividends provided for in this Section 2.

2.4 Method of Payment

Any dividends declared on the Class C 8% Convertible Preference Shares shall be paid by forwarding by
prepaid first class mail, mailed on or before the dividend payment date, addressed to each Class C Preference holder
at his address as it appears on the books of the Corporation or, in the case of joint holders, to the address of that one
of the joint holders whose name stands first in the books of the Corporation, a cheque for such dividends (less the
amount of any tax or other amounts required to be deducted or withheld by the Corporation) payable to or to the
order of such holder (or, in the case of joint holders, payable to, and in the name of, all such holders, failing written
instructions from them to the contrary) in lawful money of Canada at par at any branch in Canada of the
Corporation’s bankers for the time being. Notwithstanding the foregoing, any dividend cheque may be delivered to a
Class C Preference holder at his address as aforesaid. The mailing or delivery of any such cheque in the foregoing
manner shall satisfy such dividends to the extent of the sum represented by such cheque (plus the amount of any tax
or other amounts required to be deducted or withheld as aforesaid) unless such cheque is not paid on presentation.
Each dividend on the Class C 8% Convertible Preference Shares shall be paid to the registered holders appearing on
the register at the close of business on such day (which shall not be more than 30 days preceding the date fixed for
payment of such dividend) as may be determined in advance from time to time by the directors. Dividends which
are represented by cheques which have not been presented to the Corporation’s bankers for payment or which
otherwise remain unclaimed for a period of six years from the date on which they were declared to be payable shall
be forfeited to the Corporation.

3. CONVERSION
3.1 Right to Convert

Upon and subject to the terms and conditions hereinafter set forth, the holders of Class C 8% Convertible
Preference Shares shall have the right, at any time and from time to time, commencing on the first business day
following the Warrant Expiry Date and prior to the close of business on the earlier of (i) June 30, 2000 and (ii) in
the case of Class C 8% Convertible Preference Shares called for redemption, the close of business on the business
day immediately preceding the date fixed for the redemption of such Class C 8% Convertible Preference Shares
(provided, however, that if the Corporation shall fail to redeem such Class C 8% Convertible Preference Shares in
accordance with the notice of redemption the right of conversion shall thereupon be restored as if such call for
redemption had not been made), to convert all or any part of their Class C 8% Convertible Preference Shares into
fully paid and non-assessable Common Shares, at the Conversion Rate in effect on the date of conversion. Unless
and until adjusted in accordance with these Class C Provisions, the Conversion Rate for each Class C 8%
Convertible Preference Share to be converted shall be the number of Common Shares determined by dividing
(A) $25.00 by (B) 110% of the weighted average of the trading prices (the “Weighted Average Trading Price”) at
which board lots of the Common Shares have traded on The Toronto Stock Exchange determined by dividing the
aggregate sale price of all Common Shares sold in board lots on The Toronto Stock Exchange during the period (the
“Trading Period”) of 20 consecutive trading days commencing on the 30th day following the Effective Date by the
total number of Common Shares so sold in such board lots. Within five business days following the last trading day
of such Trading Period, the Corporation shall notify each Class C Preference holder of the Conversion Rate by
written notice. The Corporation shall publish, as soon as practicable, a notice specifying the Conversion Rate in the
manner provided for in clause 11(a) hereof.

3.2 Conversion Procedure

The conversion right provided for in clause 3.1 may be exercised by completing and executing the notice of
conversion on the certificate or certificates representing the Class C 8% Convertible Preference Shares in respect of
which the holder thereof desires to exercise such right of conversion and by delivering the said certificate or
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certificates to the transfer agent for the Class C 8% Convertible Preference Shares at any office for the transfer of
the Class C 8% Convertible Preference Shares. The said notice of conversion shall be signed by such holder or by his
duly authorized attorney or agent, with signature guaranteed in a manner satisfactory to the transfer agent, and shall
specify the number of Class C 8% Convertible Preference Shares which the Class C Preference holder desires to
have converted. The transfer form on the certificate or certificates in question need not be endorsed, except in the
circumstances contemplated by clause 3.3. If less than all the Class C 8% Convertible Preference Shares
represented by a certificate or certificates are to be converted, the Class C Preference holder shall be entitled to
receive, at the expense of the Corporation, a new certificate representing the Class C 8% Convertible Preference
Shares represented by the certificate or certificate surrendered as aforesaid which are not to be converted.

3.3 Person to Whom Common Shares Will Be Issued

On any conversion of Class C 8% Convertible Preference Shares, the share certificates for Common Shares
resulting therefrom shall be issued at the expense of the Corporation in the name of the registered holder of the
Class C 8% Convertible Preference Shares converted or in such name or names as such registered holder may direct
in writing, provided that such registered holder shall pay any applicable security transfer taxes. In any case where
the Common Shares are to be issued in the name of a person other than the holder of the converted Class C 8%
Convertible Preference Shares, the transfer form on the back of the certificates in question shall be endorsed by the
registered holder of the Class C 8% Convertible Preference Shares or his duly authorized attorney or agent, with
signatures guaranteed in a manner satisfactory to the transfer agent.

3.4 Effective Date of Conversion

Each Class C Preference holder whose shares are to be converted in whole or in part (or any other person or
persons in whose name or names any certificates representing Common Shares are issued as provided in clause 3.3)
shall be deemed to have become the holder of record of the Common Shares into which such Class C 8%
Convertible Preference Shares are converted, for all purposes, on the date of receipt by the transfer agent of the
certificate or certificates representing the Class C 8% Convertible Preference Shares to be converted as provided in
clause 3.2, notwithstanding any delay in the delivery of the certificate or certificates representing the Common
Shares into which such Class C 8% Convertible Preference Shares have been converted and, effective as of such
date, the Class C Preference holder shall cease to be registered as the holder of record of the Class C 8%
Convertible Preference Shares so converted.

3.5 Adjustment of Conversion Rate

(a) Common Share Reorganization — If and whenever at any time and from time to time the Corporation
shall:

(i) subdivide, redivide, reclassify or change its then outstanding Common Shares into a greater
number of Common Shares,

(ii) reduce, combine, reclassify, consolidate or change its then outstanding Common Shares into a
lesser number of Common Shares, or

(iii) issue Common Shares (or securities exchangeable for or convertible into Common Shares) to the
holders of all or substantially all of its then outstanding Common Shares by way of stock dividend
or other distribution, other than an issue of Common Shares or securities exchangeable for or
convertible into Common Shares to holders of Common Shares who exercise an option to receive
dividends in Common Shares or securities exchangeable for or convertible into Common Shares in
lieu of receiving cash dividends paid in the ordinary course,

(any of such events being herein called a “Common Share Reorganization™),

the Conversion Rate shall be adjusted effective immediately after the record date at which the holders of
Common Shares are determined for the purpose of the Common Share Reorganization by multiplying
the Conversion Rate in effect on such record date by the quotient obtained when:

(A) the number of Common Shares outstanding after the completion of such Common Share
' Reorganization (but before giving effect to the issue of any Common Shares issued after such
record date otherwise than as part of such Common Share Reorganization) including, in the case
where securities exchangeable for or convertible into Common Shares are distributed, the number
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(b)

(c)

of Common Shares that would have been outstanding had such securities been exchanged for or
converted into Common Shares on such record date,

is divided by

(B) the number of Common Shares outstanding on such record date before giving effect to the
Common Share Reorganization.

Rights Offering — 1f and whenever at any time the Corporation shall fix the record date for the issuance
of rights, options or warrants to the holders of all or substantially all of its outstanding Common Shares
entitling them for a period of not more than 45 days after such record date to subscribe for or to purchase
Common Shares (or securities of the Corporation exchangeable for or convertible into Common Shares)
at a price per Common Share (or having a conversion price per Common Share) equal to or less than
95% of the Current Market Price of a Common Share on such record date (any such event being herein
referred to as a “Rights Offering”), then the Conversion Rate then in effect shall be adjusted
immediately after such record date by multiplying the Conversion Rate in effect on such record date by
the quotient obtained when:

(i) the sum of the number of Common Shares outstanding on such record date and the number of
additional Common Shares offered for subscription or purchase under the Rights Offering (or the
number of Common Shares into which the securities so offered are convertible or exchangeable),

is divided by

(i1) the sum of the number of Common Shares outstanding on such record date and a number
determined by dividing the aggregate price of the total number of additional Common Shares
offered for subscription or purchase under the Rights Offering (or the aggregate conversion price of
the convertible or exchangeable securities so offered) by the Current Market Price of a Common
Share on such record date.

Any Common Shares owned by or held for the account of the Corporation shall be deemed not to be
outstanding for the purpose of any such computation. If such rights, options or warrants are not so issued
or if, at the date of expiry of the rights, options or warrants subject to the Rights Offering, less than all the
rights, options or warrants have been exercised, then the Conversion Rate shall be readjusted effective
immediately after the date of expiry to the Conversion Rate which would have been in effect if such
record date had not been fixed or to the Conversion Rate which would then be in effect on the date of
expiry if the only rights, options or warrants issued had been those that were exercised, as the case may
be.

Special Distribution — If and whenever at any time the Corporation shall fix a record date for the
making of a distribution (including a distribution by way of stock dividend) to the holders of all or
substantially all its outstanding Common Shares of

(i) shares of the Corporation of any class other than Common Shares (and shares convertible into or
exchangeable for Common Shares referred to in subclause 3.5(a)),

(i) rights, options or warrants (excluding a Rights Offering or rights, options or warrants exercisable
within 45 days of the record date to acquire Common Shares (or securities convertible into or
exchangeable for Common Shares) having a conversion price per Common Share greater than 95%
of the then Current Market Price),

(iii) evidences of its indebtedness (excluding indebtedness convertible into or exchangeable for
Common Shares referred to in subclause 3.5(a)), or

(iv) assets,

(other than, with respect to (i), (ii), (iii) and (iv) above, dividends paid in the ordinary course or a
Common Share Reorganization)

(any such event being herein referred to as a “Special Distribution™)

then, in each such case, the Conversion Rate shall be adjusted effective immediately after the record date
at which the holders of Common Shares are determined for the purpose of the Special Distribution by
multiplying the Conversion Rate in effect on such record date by the quotient obtained when:
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(d)

(e)

(A) the product obtained when the number of Common Shares outstanding on the record date is
multiplied by the Current Market Price of a Common Share on such date,

is divided by

(B) the difference obtained when the amount by which the aggregate fair market value (as determined
by the board of directors, which determination shall be conclusive) of the shares, rights, options,
warrants, evidences of indebtedness or assets, as the case may be, distributed in the Special
Distribution exceeds the fair market value (as determined by the board of directors, which
determination shall be conclusive) of the consideration, if any, received therefor by the
Corporation, is subtracted from the product obtained when the number of Common Shares
outstanding on the record date is multiplied by the Current Market Price of a Common Share on
such date,

provided that no such adjustment shall be made if the result of such adjustment would be to decrease the
Conversion Rate in effect immediately before such record date. Any Common Shares owned by or held
for the account of the Corporation shall be deemed not to be outstanding for the purpose of any such
computation. Such adjustment shall be made successively whenever such a record date is fixed. To the
extent that such. distribution is not so made, the Conversion Rate shall be readjusted effective
immediately to the Conversion Rate which would then be in effect based upon such shares or rights,
options or warrants or evidences of indebtedness or assets actually distributed.

Capital Reorganization — If and whenever there is a capital reorganization of the Corporation not
otherwise provided for in this clause 3.5 or a consolidation, merger, arrangement or amalgamation of the
Corporation with or into another body corporate (any such event being called a “Capital
Reorganization™), any Class C Preference holder who has not exercised his right of conversion prior to
the record date for such Capital Reorganization shall be entitled to receive and shall accept, upon the
exercise of such right at any time after the record date for such Capital Reorganization, in lieu of the
number of Common Shares to which he was theretofore entitled on conversion, the aggregate number of
shares or other securities of the Corporation or of the body corporate resulting from the Capital
Reorganization that such holder would have been entitled to receive as a result of such Capital
Reorganization if, on the record date, he had been the registered holder of the number of Common
Shares to which he was theretofore entitled upon conversion, subject to adjustment thereafter in
accordance with provisions the same, as nearly as may be possible, as those contained in clauses 3.5 and
3.6; provided that no such Capital Reorganization shall be carried into effect unless all necessary steps
shall have been taken so that the Class C Preference holder shall thereafter be entitled to receive such
number of shares or other securities of the Corporation or of the body corporate resulting from the
Capital Reorganization.

Reclassification — In the case of any reclassification of, or other change in, the outstanding Common
Shares, other than a Common Share Reorganization or a Capital Reorganization, the right of conversion
shall be adjusted immediately after the record date for such reclassification or other change so that
Class C Preference holders shall be entitled to receive, upon the exercise of such right at any time after
the record date of such reclassification or other change, such shares as they would have received had such
Class Class C 8% Convertible Preference Shares been converted into Common Shares immediately prior
to such record date subject to adjustment thereafter in accordance with provisions the same, as nearly
may be possible, as those contained in clauses 3.5 and 3.6.

3.6 Rules for Adjustment of Conversion Rate

The following rules and procedures shall be applicable to the adjustments of the Conversion Rate made
pursuant to clause 3.5:

(a)

if the purchase price provided for in any rights, options or warrants (the “Rights Offering Price”)
referred to in subclauses 3.5(b) or 3.5(c) is decreased, the Conversion Rate shall forthwith be changed
so as to increase the Conversion Rate to such Conversion Rate as would have been obtained had the
adjustment to the Conversion Rate made pursuant to subclauses 3.5(b) or 3.5(c), as the case may be,
with respect to such rights, options or warrants been made upon the basis of the Rights Offering Price as
so decreased; provided that the provisions of this subclauses 3.6 (a) shall not apply to any decrease in the

237



Rights Offering Price resulting from provisions in any such rights, options or warrants designed to prevent
dilution if the resulting increase in the Conversion Rate under this subclause 3.6(a) is not greater than
the increase, if any, in the Conversion Rate to be made pursuant to the provisions of this Section 3 by
virtue of the occurrence of the event giving rise to such decrease in the Rights Offering Price;

(b) the adjustments provided for in clause 3.5 are cumulative and shall apply to successive subdivisions,
redivisions, reductions, reclassifications, combinations, consolidations, distributions, issues or other events
resulting in any adjustment under the provisions of clauses 3.5 and 3.6; provided that, notwithstanding
any other provision of this Section, no adjustment in the Conversion Rate shall be required unless such
adjustment would require an increase or decrease of at least 1% of the Conversion Rate then in effect;
provided, however, that any adjustment which, except for the provisions of this subclause 3.6(b) would
otherwise have been required to be made, shall be carried forward and taken into account in any
subsequent adjustment;

(¢) no adjustment in the Conversion Rate shall be made pursuant to subclauses 3.5(b) or 3.5(¢) in respect
of any rights, options, warrants or distributions if identical rights, options or warrants are issued, or
distributions are made, to the holders of the Class C 8% Convertible Preference Shares as though and to
the same effect as if they had converted their Class C 8% Convertible Preference Shares into Common
Shares prior to the record date for the issue of such rights, options or warrants or for the making of such
distributions;

(d) in the absence of a resolution of the directors fixing a record date for a Special Distribution or a Rights
Offering, the Corporation shall be deemed to have fixed as the record date therefor the date on which the
Special Distribution or Rights Offering is effected;

(e) forthwith after any adjustment in the Conversion Rate, the Corporation shall file with the transfer agent
of the Corporation for the Class C 8% Convertible Preference Shares a certificate of an officer of the
Corporation certifying as to the amount of such adjustment and, in reasonable detail, the event requiring
and the manner of computing such adjustment; the Corporation shall also at such time mail, by prepaid
first class mail, a copy of such certificate to the Class C Preference holders; and

(f) any questions that at any time or from time to time arises with respect to the Conversion Rate or any
adjustment in the amount of the Conversion Rate or, as provided for in clause 3.9, the amount of any
cash payment made in lieu of issuing a fractional share shall be conclusively determined by the auditors
from time to time of the Corporation and shall be binding upon the Corporation and all shareholders,
transfer agents and registrars of shares of the Corporation, including, without limitation, Class C 8%
Convertible Preference Shares and Common Shares.

3.7 Entitlement to Dividends

Each Class C Preference holder on the record date for any dividend declared payable on the Class C 8%
Convertible Preference Shares shall be entitled to such dividend notwithstanding that any Class C 8% Convertible
Preference Share owned by him is converted after such record date and before the payment date of such dividend.
The registered holder of any Common Share resulting from any conversion effected pursuant to this Section 3 shall
be entitled to rank equally with the registered holders of all other Common Shares in respect of all dividends
declared payable to holders of Common Shares of record on or after the date of conversion. Except as provided in
clauses 3.5 and 3.6, no adjustment will be made on account of any dividend declared or accrued prior to the date of
conversion on the Class C 8% Convertible Preference Shares converted or the Common Shares resulting from any
conversion.

3.8 Notice of Certain Events

(a) If the Corporation intends to fix a record date for any Common Share Reorganization, Rights Offering,
Special Distribution or Capital Reorganization, the Corporation shall, not less than 14 days prior to such record
date, notify each Class C Preference holder of such intention by written notice setting forth the particulars of such
Common Share Reorganization, Rights Offering, Special Distribution or Capital Reorganization in reasonable
detail, to the extent that such particulars have been determined at the time of giving of the notice.

(b) The Corporation shall notify each Class C Preference holder of the expiry of the right of each Class C
Preference holder, at any time prior to the close of business on June 30, 2000, to convert all or any part of their
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Class C 8% Convertible Preference Shares into fully-paid and non-assessable Common Shares, at the Conversion
Rate in effect on the date of conversion. Such notice shall be given not less than 21 days and not more than 50 days
prior to June 30, 2000.

3.9 Avoidance of Fractional Shares

In any case where a fraction of a Common Share would otherwise be issuable on conversion by a Class C
Preference holder of one or more Class C 8% Convertible Preference Shares, the Corporation shall adjust such
fractional interest by payment by cheque in an amount equal to the then current market value of such fractional
interest. Such cheque shall be payable to the holder thereof in lawful money of Canada at par at any branch in
Canada of the Corporation’s bankers for the time being. The amount of any cash adjustment shall equal the current
market value (computed to the nearest cent) of such fractional interest computed on the basis of the last board lot
sale price (or the average of the closing bid and ask price if there were no sales) per share for the Common Shares
on The Toronto Stock Exchange (or, if such shares are not then listed and posted for trading on such stock
exchange, on such stock exchange in Canada on which such shares are listed and posted for trading as may be
selected by the board of directors) on the business day next preceding the conversion date. In the event the
Common Shares of the Corporation are not listed and posted for trading on any stock exchange in Canada the
current market value shall be determined by the board of directors, which determination shall be conclusive. If a
cash adjustment is to be paid pursuant to the provisions of this clause 3.9, the mailing by prepaid first class mail
from the Corporation’s registered office or any office of the registrar for the Class C 8% Convertible Preference
Shares to a Class C Preference holder who has exercised his right to convert, to his last address as shown on the
books of the Corporation, shall be deemed to be payment of the cash adjustment resulting from such fractional
interest unless the cheque is not paid upon due presentation. Cash adjustments that are represented by a cheque
which has not been presented to the Corporation’s bankers for payment or that otherwise remain unclaimed for a
period of six years from the date on which the same became payable shall be forfeited to the Corporation.

3.10 Postponement of Issuance of Shares upon Conversion

In any case where the application of the foregoing provisions results in an increase of the Conversion Rate
taking effect immediately after the record date for a specific event, if any Class C 8% Convertible Preference Shares
are converted after that record date and prior to completion of the event, the Corporation may postpone the issuance
to the Class C Preference holder of the additional Common Shares to which he is entitled by reason of the increase
of the Conversion Rate but such additional Common Shares shall be issued and delivered to that holder upon
completion of the event and the Corporation shall deliver to the holder an appropriate instrument evidencing his
right to receive such additional Common Shares.

3.11 Reservation of Common Shares

So long as any of the Class C 8% Convertible Preference Shares are outstanding and entitled to the right of
conversion herein provided, the Corporation will:

(a) at all times reserve and hold out of its unissued Common Shares a sufficient number of unissued
Common Shares to enable all of the Class C 8% Convertible Preference Shares outstanding to be
converted upon the basis and upon the terms and conditions herein provided in this Section 3; provided
that nothing contained in this clause 3.11 shall affect or restrict the right of the Corporation to issue
Common Shares from time to time;

(b) use its best efforts to qualify, if necessary, the Common Shares issued upon the conversion of Class C 8%
Convertible Preference Shares for distribution or distribution to the public, as the case may be, in all
provinces of Canada in which there are at the time of issue addresses of holders of Class C 8%
Convertible Preference Shares appearing in the books of the Corporation or in which there is a stock
exchange upon which the Class C 8% Convertible Preference Shares are then listed and posted for
trading; and

(c) use its best efforts to have the Common Shares issued upon the conversion of Class C 8% Convertible
Preference Shares listed and posted for trading on each stock exchange on which the Class C 8%
Convertible Preference Shares are then listed and posted for trading.

239



4. REDEMPTION
4.1 Optional Redemption

Subject as hereinafter provided, the Corporation shall not redeem the Class C 8% Convertible Preference
Shares or any of them on or prior to December 31, 1991.

Thereafter, the Corporation, upon giving notice as hereinafter provided, may redeem at any time and from time
to time all or part of the then outstanding Class C 8% Convertible Preference Shares, on payment for each share to
be redeemed of $25.00 together with an amount equal to all accrued and unpaid cumulative preferential dividends
thereon calculated to but excluding the date fixed for redemption (the whole constituting and herein referred to as
the “Redemption Price”) for each share to be redeemed provided that on or prior to June 30, 1993, the Corporation
may redeem such shares if and only if the Redemption Trading Price is at least equal to 120% of 110% of the
Weighted Average Trading Price.

For the purposes of this Section 4.1, the “Redemption Trading Price” shall be equal to the weighted average of
the trading prices at which board lots of the Common Shares have traded on The Toronto Stock Exchange,
determined by dividing the aggregate sale price of all Common Shares sold in board lots on The Toronto Stock
Exchange by the total number of Common Shares so sold in such board lots, during the period of 20 consecutive
trading days ending on the fifth trading day prior to the date of sending the notice of redemption referred to in
Section 4.3 hereof.

4.2 Partial Redemption

If less than all the outstanding Class C 8% Convertible Preference Shares are at any time to be redeemed, the
shares to be redeemed shall be selected by lot or in such other manner as the board of directors of the Corporation
may deem equitable or, if the board of directors so determines, on a pro rata basis, disregarding fractions, according
to the number of Class C 8% Convertible Preference Shares held by each of the registered holders thereof. If less
than all of the outstanding Class C 8% Convertible Preference Shares are at any time to be redeemed and a Class C
Preference holder has duly exercised his right to convert into Common Shares all or any part of the Class C 8%
Convertible Preference Shares held by such holder which have been called for redemption, the number of Class C
8% Convertible Preference Shares held by such Class C Preference holder to be redeemed shall be reduced by the
number (but not exceeding the number of Class C 8% Convertible Preference Shares held by such Class C
Preference holder called for redemption) of Class C 8% Convertible Preference Shares in respect of which such
registered holder has duly exercised his right to convert into Common Shares. If a part only of the Class C 8%
Convertible Preference Shares represented by an certificate shall be redeemed, a new certificate representing the
balance of such shares shall be issued to the holder thereof at the expense of the Corporation upon presentation and
surrender of the first mentioned certificate.

4.3 Method of Redemption

In any case of redemption of Class C 8% Convertible Preference Shares, the Corporation shall not less than
30 days and not more than 60 days before the date specified for redemption send by prepaid first class mail or
deliver to the registered address of each person who at a date not more than seven days prior to the date of mailing
or delivery is a Class C Preference holder of Class C 8% Convertible Preference Shares to be redeemed a notice in
writing of the intention of the Corporation to redeem Class C 8% Convertible Preference Shares registered in the
name of such holder. Accidental failure or omission to give such notice to one or more holders shall not affect the
validity of such redemption, but upon such failure or omission being discovered notice shall be given forthwith to
such holder or holders and such notice shall have the same force and effect as if given in due time. Such notice shall
set out the number of Class C 8% Convertible Preference Shares held by the person to whom it is addressed which
are to be redeemed, the Redemption Price, the date specified for redemption and the place or places within Canada
at which holders of Class C 8% Convertible Preference Shares may present and surrender such shares for
redemption. On and after the date so specified for redemption, the Corporation shall pay or cause to be paid to or to
the order of the Class C Preference holders of Class C 8% Convertible Preference Shares to be redeemed the
Redemption Price of such shares on presentation and surrender, at the registered office of the Corporation or any
other place or places within Canada specified in such notice of redemption, of the certificate or certificates
representing the Class C 8% Convertible Preference Shares called for redemption. Payment in respect of Class C 8%
Convertible Preference Shares being redeemed shall be made by cheque payable to the holder thereof in lawful
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money of Canada at par at any branch in Canada of the Corporation’s bankers for the time being. From and after
the date specified for redemption in any such notice of redemption, the Class C 8% Convertible Preference Shares
called for redemption shall cease to be entitled to dividends or any other participation in the assets of the
Corporation and the holders thereof shall not be entitled to exercise any of their other rights as shareholders in
respect thereof unless payment of the Redemption Price shall not be made upon presentation and surrender of the
certificates in accordance with the foregoing provisions, in which case the rights of the holders shall remain
unaffected. The Corporation shall have the right at any time after the mailing or delivery of notice of its intention to
redeem Class C 8% Convertible Preference Shares to deposit the Redemption Price of the Class C 8% Convertible
Preference Shares so called for redemption, or of such of the Class C 8% Convertible Preference Shares which are
represented by certificates which have not at the date of such deposit been surrendered by the holders thereof in
connection with such redemption, to a special account in any Canadian chartered bank or any trust company in
Canada named in such notice or in a subsequent notice to the registered holders of the shares in respect of which the
deposit is made, to be paid without interest to or to the order of the respective Class C Preference holders whose
shares have been called for redemption, upon presentation and surrender to such chartered bank or trust company of
the certificates representing such shares. Upon such deposit being made or upon the date specified for redemption in
such notice, whichever is later, the Class C 8% Convertible Preference Shares in respect of which such deposit shall
have been made shall be deemed to have been redeemed and the rights of the holders thereof shall be limited to
receiving their proportion (less any tax required to be deducted or withheld therefrom) of the amount so deposited
without interest, upon presentation and surrender of the certificate or certificates representing the Class C 8%
Convertible Preference Shares being redeemed. Any interest allowed on any such deposit shall belong to the
Corporation. Redemption moneys that are represented by a cheque which has not been presented to the
Corporation’s bankers for payment or that otherwise remain unclaimed (including moneys held on deposit in a
special account as provided for above) for a period of six years from the date specified for redemption shall be
forfeited to the Corporation.

5. PURCHASE FOR CANCELLATION
5.1 Purchases after June 30, 2000

Subject to the provisions of Section 6 hereof, during the period of 12 consecutive calendar months commencing
on June 30, 2000 and in each period of 12 consecutive months thereafter, so long as any of the Class C 8%
Convertible Preference Shares are outstanding, the Corporation shall use reasonable efforts to purchase for
cancellation, 10% of the number of Class C 8% Convertible Preference Shares outstanding on the first day of each
such period of 12 consecutive months, by tender to all holders of Class C 8% Convertible Preference Shares or
through the facilities of any exchange on which the Class C 8% Convertible Preference Shares are listed or in any
other manner provided that the price for the Class C 8% Convertible Preference Shares purchased for cancellation
shall not exceed the Redemption Price plus any costs of purchase.

5.2 Optional Purchases

Notwithstanding the foregoing and subject to the provisions of Section 6 hereof, the Corporation may at any
time and from time to time purchase for cancellation all or any part of the then outstanding Class C 8% Convertible
Preference Shares at any price by tender to all holders of Class C 8% Convertible Preference Shares or through the
facilities of any stock exchange on which the Class C 8% Convertible Preference Shares are listed and posted for
trading or in any other manner provided that, in the case of a purchase in such other manner, the price for the
Class C 8% Convertible Preference Shares purchased for cancellation shall not exceed the highest price offered on
the date of such purchase for cancellation for a board lot of Class C 8% Convertible Preference Shares on any stock
exchange on which such shares are listed and posted for trading.

5.3 Price Determination

If, in response to an invitation for tenders under the provisions of this Section 5, more Class C 8% Convertible
Preference Shares are tendered at a price or prices acceptable to the Corporation than the Corporation is prepared to
purchase, the Class C 8% Convertible Preference Shares to be purchased by the Corporation shall be purchased
from holders tendering at the same price, as nearly as may be possible, pro rata according to the number of shares
tendered by each holder who submits a tender to the Corporation; provided that when shares are tendered at
different prices, the pro rating shall be effected only with respect to the shares tendered at the price at which more
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shares were tendered than the Corporation is prepared to purchase after the Corporation has purchased all the
shares tendered at lower prices.

6. RESTRICTIONS ON DIVIDENDS, RETIREMENT AND ISSUANCE OF SHARES

While any Class C 8% Convertible Preference Shares are outstanding, the Corporation shall not at any time,
without the approval of the holders of Class C 8% Convertible Preference Shares given as specified in Section 10:

(a) declare, set aside for payment or pay any dividends on any Junior Shares (other than dividends consisting
of Junior Shares); or

(b) call for redemption, redeem, purchase, retire for value or make any capital distribution on or in respect of
any Junior Shares (except out of the net cash proceeds of a substantially concurrent issue of Junior
Shares); or

(c) call for redemption, redeem, purchase or otherwise retire for value less than all of the Class C 8%
Convertible Preference Shares; or

(d) except pursuant to any purchase obligation, sinking fund, retraction privilege or mandatory redemption
provisions attaching to the Class C 8% Convertible Preference Shares, call for redemption, redeem,
purchase or otherwise retire for value any other shares ranking as to capital or dividends on a parity with
the Class C 8% Convertible Preference Shares; or

(e) reserve, set aside, allot or issue any shares ranking as to capital or dividends prior to or on a parity with
the Class C 8% Convertible Preference Shares

unless, in each such case, all dividends then payable on the Class C 8% Convertible Preference Shares and on all
other cumulative shares of the Corporation ranking prior to or on a parity with Class C 8% Convertible Preference
Shares then outstanding in respect of the payment of dividends accrued up to and including the dividends payable
on the immediately preceding respective date or dates for the payment of dividends thereon shall have been declared
and paid or set apart for payment and there shall have been paid or set apart for payment all declared and unpaid
non-cumulative dividends in respect of all non-cumulative shares of the Corporation ranking prior to or on a parity
with Class C 8% Convertible Preference Shares in respect of the payment of dividends.

7. LIQUIDATION, DISSOLUTION OR WINDING-UP

In the event of any Liquidation Distribution, each Class C Preference holder shall be entitled to receive before
any amount shall be paid by the Corporation or any assets of the Corporation shall be distributed to holders of shares
ranking as to capital junior to the Class C 8% Convertible Preference Shares in connection with the Liquidation
Distribution, $25.00 per Class C 8% Convertible Preference Share held by such holder, together with an amount
equal to all accrued but unpaid cumulative dividends thereon up to the date of payment or distribution. After
payment to the Class C Preference holders of the amount so payable to them, they shall not be entitled to share in
any further distribution of assets of the Corporation.

8.  VOTING RIGHTS

8.1 The holders of the Class C 8% Convertible Preference Shares shall not be entitled, as such, to receive notice of
or attend or vote at any meeting of shareholders of the Corporation other than a meeting of Class C Preference
holders unless and until the Corporation from time to time shall fail to pay in the aggregate 8 quarterly preferential
cumulative cash dividends on the Class C 8% Convertible Preference Shares on the dates on which the same should
be paid whether or not consecutive and whether or not such dividends have been declared and whether or not there
are any moneys of the Corporation properly applicable to the payment of dividends. Thereafter, but only so long as
such dividends on the Class C 8% Convertible Preference Shares remain in arrears, the holders of the Class C 8%
Convertible Preference Shares shall be entitled to receive notice of and to attend all meetings of the shareholders of
the Corporation at which directors are to be elected and shall be entitled, voting separately, to elect two directors of
the Corporation but shall not otherwise be entitled (except as specifically provided in the articles of the Corporation
or by applicable law) to vote at any meeting of shareholders of the Corporation or to receive notice of or attend any
meeting of shareholders of the Corporation held for any other purpose. Nothing herein contained shall restrict the
right of the Corporation from time to time to increase or decrease the number or minimum or maximum number of
its directors. On every poll taken at a meeting of shareholders of the Corporation at which the holders of Class C 8%
Convertible Preference Shares are entitled to vote to elect directors, each holder of a Class C 8% Convertible
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Preference Share entitled to vote threat shall be entitled to one vote in respect of each Class C 8% Convertible
Preference Share held by him. A quorum for a separate meeting of the holders of the Class C 8% Convertible
Preference Shares for the purpose of electing directors shall be holders of Class C 8% Convertible Preference Shares
being not less than two in number and holding or representing by proxy not less than 10% of the then issued and
outstanding Class C 8% Convertible Preference Shares. The formalities to be observed with respect to giving of
notice and the conduct at such meetings shall be those from time to time required by the MCA and prescribed in
the by-laws of the Corporation with respect to meetings of shareholders.

8.2 Notwithstanding anything contained in the articles or by-laws of the Corporation, the terms of office of all
persons who are directors of the Corporation at any time when the right to elect two directors shall accrue to the
holders of the Class C 8% Convertible Preference Shares as provided in this Section 8, or who may be appointed as
directors after such right shall have accrued and before a meeting of shareholders shall have been held for the
purpose of electing directors, shall terminate upon the election of new directors at the next annual meeting of
shareholders or at a special meeting of shareholders which may be held for the purpose of electing directors at any
time after the accrual of such right to elect a director.

8.3 Any meeting of the holders of the Class C 8% Convertible Preference Shares for the purpose of electing
directors may be held upon not less than 21 days notice to the holders of the Class C 8% Convertible Preference
Shares. Any such meeting shall be called by the Secretary of the Corporation upon the written request of the holders
of at least 10% of the then outstanding Class C 8% Convertible Preference Shares and if the Secretary shall not call
such meeting within five business days after the making of such request, such meeting may be called by any holder
of Class C 8% Convertible Preference Shares.

8.4 A vacancy occurring in the directors elected to represent the holders of Class C 8% Convertible Preference
Shares in accordance with the forgoing provisions of this Section 8 may be filled by the remaining director (the
“Remaining Class C Director”) elected to represent the holders of Class C 8% Convertible Preference Shares or, if
there is no Remaining Class C Director, such vacancies may be filled by the board of directors of the Corporation
with any individual who is a Class C Preference holder who is qualified to act as a director under the MCA.
Whether or not such vacancy or vacancies is or are so filled, the registered holders of at least 10% of the then
outstanding Class C 8% Convertible Preference Shares shall have the right to require the Secretary of the
Corporation to call a meeting of the Class C Preference holders for the purpose of filling the vacancy or replacing
the person or persons filling such vacancy who has been appointed by the Remaining Class C Director or the board
of directors, as the case may be, and the foregoing provisions of this Section 8 shall apply in respect of the calling of
such meeting.

8.5 Notwithstanding anything contained in the articles or by-laws of the Corporation, upon any termination of the
right of the holders of the Class C 8% Convertible Preference Shares to elect two directors as provided in this
Section 8, the term of office of the directors elected to represent the holders of Class C 8% Convertible Preference
Shares shall terminate and the vacancies thereby created may be filled by the remaining directors.

9. AMENDMENTS TO CLASS C PROVISIONS

These Class C Provisions may be repealed, altered, modified, amended or varied only with the prior approval of
the holders of the Class C 8% Convertible Preference Shares given in the manner provided in Section 10 hereof in
addition to any other approval required by the MCA or any other statutory provision of like or similar effect
applicable to the Corporation from time to time in force.

10. CONSENTS AND APPROVALS

The consent or approval of the Class C Preference holders with respect to any and all matters hereinbefore referred
to, other than matters governed by the provisions of Section 8, may be given by a resolution passed by at least
two-thirds of the votes cast at a meeting of the Class C Preference holders duly called for that purpose and held
upon at least 21 days’ notice, at which the holders of 20% of the outstanding Class C 8% Convertible Preference
Shares are present or represented by proxy. If at any such meeting the holders of 20% of the outstanding Class C 8%
Convertible Preference Shares are not present or represented by proxy within one-half an hour after the time
appointed for such meeting, then the meeting may be adjourned to such date being not less than 30 days later and to
such time and place as may be appointed by the chairman of the meeting and not less than 21 days’ notice shall be
given of such adjourned meeting but it shall not be necessary in such notice to specify the purpose for which the
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meeting was originally called. At such adjourned meeting the holders of the Class C 8% Convertible Preference
Shares present or represented by proxy may transact the business for which the meeting was originally called and
the consent or approval of the holders of the Class C 8% Convertible Preference Shares with respect thereto may be
given by at least two-thirds of the votes cast at such adjourned meeting. The formalities to be observed with respect
to the giving of notice of any such meeting and the conduct thereof shall be those from time to time prescribed by
the by-laws of the Corporation with respect to meetings of shareholders. On every poll taken at every such meeting
or adjourned meeting every Class C Preference holder shall be entitled to one vote in respect of each Class C 8%
Convertible Preference Share of which he is the registered holder.

11. NOTICES

Any notice required or permitted to be given to any Class C Preference holder shall be sent by first class mail,
postage prepaid, or delivered to such holder at his address as it appears on the records of the Corporation or, in the
event of the address of any such shareholder not so appearing, to the last known address of such shareholder. The
accidental failure to give notice to one or more of such shareholders shall not affect the validity of any action
requiring the giving of notice by the Corporation. Any notice given as aforesaid shall be deemed to be given on the
date upon which it is mailed or delivered.

If the directors of the Corporation determine that mail service is or is threatened to be interrupted at the time
when the Corporation is required or elects to give any notice hereunder, or is required to send any cheque or any
share certificate to any Class C Preference holder, whether in connection with the redemption or conversion of
Class C 8% Convertible Preference Shares or otherwise, the Corporation may, notwithstanding the provisions
hereof:

(a) give such notice by publication thereof once in a daily English language newspaper of general circulation
published in each of Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal and Halifax and once in
a daily French language newspaper published in Montreal and such notice shall be deemed to have been
validly given on the day next succeeding its publication in all of such cities; or

(b) fulfill the requirements to send such cheque or such share certificate by arranging for the delivery thereof
to such holder by the transfer agent for the Class C 8% Convertible Preference Shares at its principal
offices in the cities of Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal and Halifax, and such
cheque and/or certificate shall be deemed to have been sent on the date on which notice of such
arrangement shall have been given as provided in (a) above, provided that as soon as the directors of the
Corporation determine that mail service is not longer interrupted or threatened to be interrupted such
cheque or share certificate, if not theretofore delivered to such holder, shall be sent by mail as herein
provided.

12. TAX ELECTION

The Corporation shall elect, in the manner and within the time provided under section 191.2 of the Income Tax
Act (Canada) or any successor or replacement provision of similar effect, to pay tax at a rate such that, and shall
take all other necessary action under such Act so that, no holder of Class C 8% Convertible Preference Shares will
be required to pay tax under Part IV.1 of the Income Tax Act (Canada) or any successor or replacement provision
of similar effect in respect of any dividends paid on the Class C 8% Convertible Preference Shares or deemed for
purposes of the Income Tax Act (Canada) to be paid on the Class C 8% Convertible Preference Shares.
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APPENDIX II TO ARRANGEMENT

Class A Preference Shares

The Class A Preference Shares, as a class, shall have attached thereto the following rights, privileges,
restrictions and conditions:

(1)

(ii)

(iii)

(iv)
v

(vi)

the Class A Preference Shares may from time to time be issued in one or more series and subject to the
following provisions, and subject to the sending of articles of amendment in prescribed form, and the
endorsement thereon of a certificate of amendment in respect thereof, the directors may fix from time to
time before such issue the number of shares that is to comprise each series and the designation, rights,
privileges, restrictions and conditions attaching to each series of Class A Preference Shares including,
without limiting the generality of the foregoing, the issue price per share of the shares of such series, the
rate or amount of any dividends or the method of calculating any dividends, the dates of payment thereof,
any redemption, purchase and/or conversion prices and terms and conditions of any redemption,
purchase and/or conversion, and any sinking fund or other provisions;

the Class A Preference Shares of each series shall, with respect to the payment of any dividends and any
distribution of assets or return of capital in the event of liquidation, dissolution or winding up of the
Corporation, whether voluntary or involuntary, or any other return of capital or distribution of the assets
of the Corporation among its shareholders for the purpose of winding up its affairs, rank on a parity with
the Class A Preference Shares of every other series and be entitled to preference over the Common
Shares, the Class B Preference Shares, the 8% Cumulative Redeemable Convertible Class C Preference
Shares and any other shares of the Corporation ranking junior to the Class A Preference Shares. The
Class A Preference Shares of any series may also be given such other preferences, not inconsistent with
these articles, over the Common Shares, the Class B Preference Shares, the 8% Cumulative Redeemable
Convertible Class C Preference Shares and any other shares of the Corporation ranking junior to such
Class A Preference Shares as may be fixed in accordance with paragraph (i);

if any cumulative dividends or amounts payable on the return of capital in respect of a series of Class A
Preference Shares are not paid in full, all series of Class A Preference Shares shall participate rateably in
respect of such dividends and return of capital;

the Class A Preference Shares of any series may be made convertible into Common Shares;

unless the directors otherwise determine in the articles of amendment designating a series, and subject to
the provisions of The Corporations Act (Manitoba) and paragraph (vi) below, the Class A Preference
Shares shall have no voting rights as a class; and

any amendment to the articles of the Corporation to remove or vary any rights, privileges, restrictions or
conditions attaching to the Class A Preference Shares as a class or to create any other class of shares
ranking in priority to or on a parity with the Class A Preference Shares, in addition to the authorization
by special resolution, must be given by at least two-thirds of the votes cast at a meeting of the holders of
Class A Preference Shares duly called for that purpose and at every such meeting a holder of a Class A
Preference Share shall be entitled to one vote in respect of each Class A Preference Share held in
addition to any other vote required by The Corporations Act (Manitoba).
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Class B Preference Shares

The Class B Preference Shares, as a class, shall have attached thereto the following rights, privileges,
restrictions and conditions:

(1)

(ii)

(iii)

(iv)
(v)

(vi)

the Class B Preference Shares may from time to time be issued in one or more series and subject to the
following provisions, and subject to the sending of articles of amendment in prescribed form, and the
endorsement thereon of a certificate of amendment in respect thereof, the directors may fix from time to
time before such issue the number of shares that is to comprise each series and the designation, rights,
privileges, restrictions and conditions attaching to each series of Class B Preference Shares including,
without limiting the generality of the foregoing, the issue price per share of the shares of such series, the
rate or amount of any dividends or the method of calculating any dividends, the dates of payment thereof,
any redemption, purchase and/or conversion prices and terms and conditions of any redemption,
purchase and/or conversion, and any sinking fund or other provisions;

the Class B Preference Shares of each series shall, with respect to the payment of any dividends and any
distribution of assets or return of capital in the event of liquidation, dissolution or winding up of the
Corporation, whether voluntary or involuntary, or any other return of capital or distribution of the assets
of the Corporation among its shareholders for the purpose of winding up its affairs, rank on a parity with
the Class B Preference Shares of every other series and be entitled to preference over the Common
Shares, the 8% Cumulative Redeemable Convertible Class C Preference Shares and any other shares of
the Corporation ranking junior to the Class B Preference Shares. The Class B Preference Shares of any
series may also be given such other preferences, not inconsistent with these articles, over the Common
Shares, the 8% Cumulative Redeemable Convertible Class C Preference Shares and any other shares of
the Corporation ranking junior to such Class B Preference Shares as may be fixed in accordance with

paragraph (i);

if any cumulative dividends or amounts payable on the return of capital in respect of a series of Class B
Preference Shares are not paid in full, all series of Class B Preference Shares shall participate rateably in
respect of such dividends and return of capital;

the Class B Preference Shares of any series may be made convertible into Common Shares;

unless the directors otherwise determine in the articles of amendment designating a series, and subject to
the provisions of The Corporations Act (Manitoba) and paragraph (vi) below, the Class B Preference
Shares shall have no voting rights as a class; and

any amendment to the articles of the Corporation to remove or vary any rights, privileges, restrictions or
conditions attaching to the Class B Preference Shares as a class or to create any other class of shares
ranking in priority to or on a parity with the Class B Preference Shares, in addition to the authorization
by special resolution, must be given by at least two- thirds of the votes cast at a meeting of the holders of
Class B Preference Shares duly called for that purpose and at every such meeting a holder of a Class B
Preference Share shall be entitled to one vote in respect of each Class B Preference Share held in
addition to any other vote required by The Corporations Act (Manitoba).
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SCHEDULE D

BURNS

FRY Suite 5000, P.O. Box 150,
LIMITED 1 First Canadian Place, Toronto, Ontario, Canada, M5X 1H3, (416) 365-4000

February 14, 1990

The Board of Directors
Inter-City Gas Corporation
20 Queen Street West
Toronto, Ontario

MS5H 3R3

Dear Sirs:

We understand that Inter-City Gas Corporation (“ICG”) is proposing an arrangement under section 185 of
The Corporations Act (Manitoba) involving ICG and its shareholders (the “Arrangement™). The description
herein of the Arrangement is subject to and modified by the detailed description of the Arrangement as set forth in
the Management Information Circular and Proxy Statement of ICG dated February 14, 1990 (the “Information
Circular”). Terms defined in the Information Circular and not defined in this letter are used with the meanings
defined in the Information Circular.

Summary Details of the Arrangement

The Arrangement provides for the indirect ownership by Common Shareholders of Utilities Company (which
consists of corporations which, with the exception of ICG Ontario, ICG Ultilities (Manitoba) Ltd., formerly Greater
Winnipeg Gas Company, Bonnyville Gas Company Ltd. and ICG Scotia Gas Ltd., are, directly or indirectly,
wholly-owned by ICG) through the acquisition of Ultilities Holdings Shares and of Propane Company (a
corporation to be incorporated which will be wholly-owned by ICG) through the acquisition of Propane Holdings
Shares to facilitate the sale as part of the Arrangement of all Utilities Holdings Shares to WestCoast Gas and all
Propane Holdings Shares to WestCoast Gas or, if WestCoast Gas assigns its right to acquire Propane Holdings
Shares, to Petro-Canada. In the Common Share Transfers, all Common Shareholders will transfer a portion of their
Common Shares to Utilities Holdings in exchange for Utilities Holdings Shares and a portion of their Common
Shares to Propane Holdings in exchange for Propane Holdings Shares. The Propane Company Transfer will result in
Propane Holdings acquiring all of the shares of Propane Company. The Utilities Company Transfer will result in
Utilities Holdings acquiring all of the shares of Utilities Company and assuming certain liabilities of the
Corporation. In the Sale of Utilities Holdings and Propane Holdings, all outstanding Utilities Holdings Shares will
be sold to WestCoast Gas for cash and all outstanding Propane Holdings Shares will be sold to WestCoast Gas, or,
if WestCoast assigns its right to acquire Propane Holdings Shares, to Petro-Canada, for cash. The number of
Common Shares to be transferred to Utilities Holdings and Propane Holdings in exchange for Utilities Holdings
Shares and Propane Holdings Shares, respectively, will be determined on the basis of a formula set forth in the
Arrangement. That formula is intended to result in each Common Shareholder transferring to Utilities Holdings and
Propane Holdings such proportion of his Common Shares as the aggregate value of each of Utilities Holdings and
Propane Holdings represents to the value of the Common Shares as at the Effective Time.

The Utilities Division Purchase Price is the aggregate of (i) $462 million, (ii) the net after-tax earnings of the
Utilities Division for the period between October 1, 1989 and December 31, 1989, and (iii) $9 million. The Propane
Division Purchase Price is the aggregate of (i) $220.8 million, (ii) (A) if the income before income taxes (and after
interest expense) of the Propane Division for the period between January 1, 1989 and December 31, 1989 less
income taxes payable by NASCO equals or exceeds $10 million, an amount equal to 50% of such income or (B) in
any other event, the amount of such income determined on the same basis less $5 million, and (iii) $3 million. The
aggregate amount of cash to be received by Common Shareholders for their Utilities Holdings Shares and their
Propane Holdings Shares will be equal to the product of $21 and the number of Common Shares participating in the
Arrangement. All Common Shares held by Shareholders immediately prior to the Arrangement, as well as
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Common Shares issued pursuant to the Change of Third Preference Shares, other than Common Shares in respect
of which a Common Shareholder dissents in respect of the Arrangement Resolution, will participate in the
Arrangement. Holders of Common Shares participating in the Arrangement will be entitled to receive $21 in cash in
respect of each such Common Share. The balance of the Utilities Division Purchase Price and the Propane Division
Purchase Price will be satisfied by the assumption by Utilities Holdings and Propane Company of certain liabilities
of ICG.

The Arrangement also provides for the recapitalization of ICG in a manner consistent with the Corporation’s
business focus after the Arrangement. The number of Common Shares outstanding following the cancellation of
Common Shares transferred by Common Shareholders and Third Preference Shareholders to Utilities Holdings and
Propane Holdings pursuant to the Ultilities Division and Propane Division Transactions will be changed such that,
immediately following the Arrangement, the number of Inter-City Products Ordinary Shares will be one-quarter of
the number of Common Shares as were outstanding immediately following the Change of Third Preference Shares.
The Articles of ICG will be amended to create the Class A Preference Shares and the Class B Preference Shares.
The Articles of ICG will be amended to cancel ICG’s classes of first preference shares, second preference shares
and third preference shares. The Common Shares will be redesignated as ordinary shares. ICG’s name will be
changed to “Inter-City Products Corporation/Société de Produits Inter-Cité Inc.”

In order to facilitate the Arrangement and the recapitalization of ICG, MICCI has acquired all the outstanding
First Preference Shares which will be changed under the Arrangement into the Class C 8% Convertible Preference
Shares and has agreed to issue the Warrants to or for the benefit of all other Inter-City Products Ordinary
Shareholders (other than residents of any State in which such distribution of the Warrants or issuance of the
Class C 8% Convertible Preference Shares would be unlawful). Accordingly, the Warrants will be warrants to
acquire Class C 8% Convertible Preference Shares of Inter-City Products from MICCI. Three Warrants will be
required to purchase one Class C 8% Convertible Preference Share from MICCI for a purchase price of $25.00.

Under the Arrangement, holders of Common Shares will receive for each 100 Common Shares of ICG held
(i) $2,100 in cash, (ii) 25 Inter-City Products Ordinary Shares, and (iii) 25 Warrants.

The Arrangement provides for the change of each Third Preference Share into 1.662 Common Shares. Holders
of Third Preference Shares changed into Common Shares under the Arrangement will participate in the
Arrangement as Common Shareholders on the same basis as outlined above.

No certificates for fractional shares will be issued. Arrangements will be made to sell fractional shares and the
proceeds will be distributed on a pro rata basis to shareholders entitled to such interest. No fractional Warrants will
be issued.

We understand that prior to the Arrangement taking place ICG will undertake several transactions in order to
combine the Utilities Division in Utilities Company, to transfer the Propane Division to Propane Company and to
reorganize its capital structure.

You have asked us to provide you with an opinion as to the fairness of the Arrangement from a financial point
of view to the holders of Common Shares and Third Preference Shares, other than Central Capital and its affiliates.

We have acted as financial adviser to the Board of Directors of ICG in connection with this transaction and will
receive a fee for our services and for this opinion. We also acted as financial adviser to ICG in connection with its
recent sale of ICG Resources Inc. and received a fee for the rendering of these services. Past and current services
are described under “The Arrangement — Opinion of Financial Adviser” in the Information Circular. In the
ordinary course of our business as an investment dealer, we have traded, from time to time, as principal and agent in
the securities of ICG and other parties participating in the Arrangement and we have provided financial advisory
services to such parties. As at the date hereof and assuming conversion of the Third Preference Shares into
Common Shares as contemplated under the Arrangement, Burns Fry holds as principal a net position of 298,248
Common Shares.
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In forming our opinion, we reviewed, considered and relied upon, among other things:

(a) the Information Circular, including the Arrangement Agreement attached as a schedule thereto, which
forms part of the information to be sent to holders of Common Shares and Third Preference Shares
regarding the proposed Arrangement;

(b) publicly-available information related to ICG including annual reports, interim financial statements and
annual information statements;

(c) historic, current and pro forma (both before and after giving effect to the Arrangement), financial and
operating statements and other internal estimates and financial and operating reports of ICG prepared by
the management of ICG;

(d) discussions with management of ICG with respect to, among other things, their businesses, operations
and prospects, the industries in which they operate, the quality of their assets and their operating
performances;

(e) certain forecasts and strategic plans prepared by management of ICG for the Utilities Division, Propane
Division and Energy Products Business;

(f) stock market trading information relating to the Common Shares and the Third Preference Shares;
(g) the financial terms of certain comparable transactions;

(h) certain public stock market and financial data on comparable publicly-traded companies and other
relevant current and historical stock market data;

(i) the current state of financial markets; and

(j) letters of representation dated February 14, 1990 from officers of ICG certifying the accuracy and
completeness of the information made available to us and as to other matters.

In addition, we have conducted such other analyses, investigations and research as we deemed necessary in the
circumstances.

We have relied on, with your approval and without independent verification and assumed the completeness,
accuracy and fair presentation of all of the financial and other information obtained by us from public sources and
received by us from ICG, and this opinion is conditional upon such completeness, accuracy and fairness. We have
assumed that the forecasts and projections provided to us by ICG management represent its best estimates of the
most probable results for ICG, the Utilities Division, the Propane Division and the Energy Products Business for the
periods presented therein. In addition, we have not obtained any independent evaluation or appraisal of ICG or of its
assets nor have we been furnished with any such appraisals.

In arriving at our opinion we have assumed that all of the conditions required to implement the Arrangement
will be satisfied and that the Arrangement will proceed as described and substantially within the time frames
specified within the Information Circular and that the recapitalization as described in the Information Circular is
completed. Our opinion is rendered on the basis of securities market, economic and general business and financial
conditions prevailing as at the date hereof and the condition and prospects, financial and otherwise, of ICG, the
Propane Division, the Utilities Division, and the Energy Products Business as they were reflected in the information
and documents reviewed by us and as they were represented to us in our discussions with management of ICG. The
prices at which the Inter-City Products Ordinary Shares will trade in public markets following the implementation
of the Arrangement will be affected by many factors which are difficult to predict and beyond control. In any event,
we do not express any opinion herein as to the price at which the Inter-City Products Ordinary Shares would
actually trade if and when the Arrangement was consummated.

Based upon and subject to the foregoing, it is our opinion that the Arrangement is fair from a financial point of
view to the holders of Common Shares and Third Preference Shares, other than Central Capital and its affiliates
with respect to which we express no opinion.

Yours truly,
BURNS FRY LIMITED

(Signed) BUrNS Fry LIMITED
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SCHEDULE E
File No. CI 90-01-44230
IN THE QUEEN’S BENCH
WINNIPEG CENTRE

THE HONOURABLE Tuesday, the 13th day
ASSOCIATE CHIEF JUSTICE SCOTT of February, 1990.
BETWEEN: INTER-CITY GAS CORPORATION (“ICG”), THE CHANCELLOR

HOLDINGS CORPORATION, 2451417 MANITOBA LTD. AND 2484685
MANITOBA LTD,,

Applicants,
— and —

THE HOLDERS OF COMMON SHARES, FIRST PREFERENCE SHARES
EIGHT PERCENT (8%) SERIES A, AND $2.125 CUMULATIVE
REDEEMABLE VOTING CONVERTIBLE THIRD PREFERENCE SHARES,
1985 SERIES OF ICG AND OPTIONS TO PURCHASE COMMON SHARES
OF ICG UNDER THE EMPLOYEE STOCK OPTION PLAN ESTABLISHED
BY ICG, AND THE DIRECTOR UNDER THE CORPORATIONS ACT,

Respondents.

IN THE MATTER OF an application by the Applicants under Section 185 of The
Corporations Act, R.S.M. 1987, c. C225

ORDER

THIS MOTION made by the Applicants for advice and direction of the Court in connection with an
arrangement under S. 185 of The Corporations Act (“the Act”), was heard this day at Winnipeg, Manitoba.

ON READING the Affidavit of Peter Marriott sworn February 13, 1990 and the exhibits thereto, and on
hearing the submissions of counsel for ICG, for the other Applicants, for the Director, for Central Capital
Corporation, and for Westcoast Energy Inc., WestCoast Gas Inc. and Petro-Canada Inc:

1.

THIS COURT ORDERS that ICG may call, hold and conduct a special meeting (“Special Meeting™)
of the holders of its common shares (“Common Shares”), First Preference Shares eight per cent (8%)
Series A (“First Preference Shares”), $2.125 Cumulative Redeemable Voting Convertible Third
Preference shares, 1985 Series (“Third Preference Shares™) and options to purchase Common Shares of
ICG under the employee stock option plan established by ICG (“Options”), to consider, and if deemed
advisable, to pass, with or without variation, a special resolution (the “Arrangement Resolution™) to
approve an arrangement (the “Arrangement”), under Section 185 of the Act;

THIS COURT ORDERS that the Special Meeting shall be called, held and conducted in accordance
with the Act and the Articles and By-laws of ICG, subject to what may be provided hereafter;

THIS COURT ORDERS that the Notice of Special Meeting of Shareholders and Option Holders,
Notice of Application and Management Information Circular and Proxy Statement in substantially the
same form as contained in Exhibit A to the Affidavit of Peter Marriott, with such amendments thereto as
counsel for ICG may advise are necessary or desirable, provided that such amendments are not
inconsistent with the terms of this Order, shall be sent to the holders of Common Shares, First
Preference Shares, Third Preference Shares, and Options, to the directors and auditors of ICG, to the
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Director under the Act, and to Westcoast Energy Inc., WestCoast Gas Inc., Petro-Canada Inc., and
Central Capital Corporation, by mailing the same by prepaid ordinary mail to such persons in accordance
with the Act at least 21 days prior to the date of the Special Meeting, excluding the date of mailing and
excluding the date of the Special Meeting;

THIS COURT ORDERS that, subject to paragraphs 13 and 14 hereof, each Option Holder shall be
entitled at the Special Meeting to one vote in respect of each Common Share which such Option Holder
is entitled to purchase upon the exercise of the Options held by such Option Holder;

THIS COURT ORDERS that subject to paragraph 6 hereof the Arrangement Resolution will be
effective if passed, with or without variation, by at least two-thirds of the votes cast by the holders of the
Common Shares, First Preference Shares, Third Preference Shares and Options, each voting as a
separate class, at the Special Meeting;

THIS COURT ORDERS that, in addition to the approval described in paragraph 5 hereof, the
Arrangement Resolution will be effective if passed, with or without variation, by a majority of the votes
cast by holders of the Common Shares and Third Preference Shares, other than Central Capital
Corporation and its affiliates, associates and insiders, each voting as a separate class at the Special
Meeting;

THIS COURT ORDERS that holders of Common Shares, First Preference Shares, Third Preference
Shares, or Options may exercise rights of dissent in the manner set out in Section 184 of the Act with the
following modifications:

(i) holders of such securities who send to ICG a written objection (“the Objection Notice™) in
accordance with the provisions of Section 184(5) of the Act, and do not withdraw such Objection
Notice prior to 3:00 p.m. (Winnipeg Time) on the business day immediately preceding the date on
which a certificate of amendment is issued under the Act giving effect to the Arrangement (*“the
Effective Date”) (collectively, the “Dissenting Shareholders™) shall be entitled to be paid by ICG
the fair value, to be determined as of the close of business on the day immediately before the
Special Meeting, of the securities of the class or classes held by them in respect of which they
dissent in the manner set out in Section 184 of the Act as modified by the Order;

(ii) the requirements contained in Section 184(7) and 184(9) of the Act that a security holder wishing
to exercise rights of dissent shall forward a notice of demand to ICG and shall forward all
certificates representing the securities in respect of which he dissents to ICG shall not apply, and
no Dissenting Shareholder shall cease to be entitled to be paid by ICG the fair value of the
securities in respect of which he dissents as a result of any failure to comply with the said provisions
of the Act;

(iii) a Dissenting Shareholder shall cease to have any rights as a holder of securities of the class or
classes in respect of which he dissents other than the right to be paid the fair value of such
securities as determined under Section 184 of the Act as modified by this Order and the Common
Shares, First Preference Shares, Third Preference Shares or Options in respect of which a
Dissenting Shareholder dissents shall be deemed to have been cancelled by ICG for all purposes of
the Arrangement with effect upon sending an Objection Notice. ICG shall not be required to
recognize a Dissenting Shareholder as the holder of the Common Shares, First Preference Shares,
Third Preference Shares or Options in respect of which such Dissenting Shareholder has dissented
with effect upon sending an Objection Notice, and the name of such holder shall be deleted from
the register of holders of Common Shares, First Preference Shares, Third Preference Shares and
Options, as the case may be, at the effective time of the Arrangement on the Effective Date.

THIS COURT ORDERS that holders of Second Preference shares six and one-half per cent (6%2%)
Series A and Second Preference shares seven and one-half per cent (7%2%) Series B (collectively, the
“Second Preference Shares”) of ICG shall not be entitled to notice of the Special Meeting or to attend
or vote thereat;

THIS COURT ORDERS that at the commencement of the Special Meeting the quorum required in
respect of the holders of Common Shares shall consist of two persons present and holding or representing
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by proxy not less than thirty-three and one-third per cent (33%%) of the Common Shares enjoying
voting rights at the Special Meeting;

THIS COURT ORDERS that at the commencement of the Special Meeting the quorum required in
respect of the holders of First Preference Shares shall be a person or persons present and holding or
representing by proxy not less than thirty-three and one-third per cent (33%%) of the First Preference
Shares enjoying voting rights at the Special Meeting;

THIS COURT ORDERS that at the commencement of the Special Meeting the quorum required in
respect of the holders of Third Preference Shares shall consist of two persons present and holding or
representing by proxy not less than ten per cent (10%) of the Third Preference Shares enjoying voting
rights at the Special Meeting;

THIS COURT ORDERS that at the commencement of the Special Meeting the quorum required in
respect of the holders of Options shall be a person or persons present and holding or representing by proxy
not less than ten per cent (10%) of the Options enjoying voting rights at the Special Meeting;

THIS COURT ORDERS that the only persons entitled to notice of the Special Meeting shall be the
registered holders of Common Shares, First Preference Shares, Third Preference Shares and Options,
and the directors and auditors of ICG, and the other persons or corporations referred to in paragraph 3
above and that the only persons entitled to be represented and to vote at the Special Meeting, either in
person or by proxy, shall be the registered holders of Common Shares, First Preference Shares and Third
Preference Shares, and the Option Holders as at the close of business on the business day immediately
preceding the day on which the Notice of Special Meeting is sent in accordance with this Order, subject
to the provisons of the Act with respect to persons who become registered holders of such securities after
that date;

THIS COURT ORDERS that the record date for the determination of shareholders and option holders
entitled to receive notice of the Special Meeting shall be at the close of business on the business day
immediately preceding the day on which the Notice of Special Meeting is sent.

THIS COURT ORDERS that upon approval of the Arrangement by the holders of securities of ICG in
the manner set forth in this Order, the Applicants may apply before this Court for approval of the
Arrangement;

THIS COURT ORDERS that notwithstanding approval of the Arrangement by the holders of securities
of ICG in the manner set forth in this Order and notwithstanding any approval of the Arrangement by
this Court, ICG shall not file Articles of Arrangement giving effect to the Arrangement prior to the
eighth day following the date of the approval of the Arrangement by the holders of securities of ICG;

THIS COURT ORDERS that service of the Notice of Application herein in accordance with the
provisions of this Order shall constitute good and sufficient service of such Notice of Application upon all
persons who are entitled to receive such Notice of Application pursuant to this Order and no other form
of service need be made and no other material need be served on such persons in respect of these
proceedings, and such service shall be effective on the fifth day after the said Notice of Application is
mailed.

February 13, 1990 “R. J. Scort”

A.CJ.
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