comméce | ®

enerqy

January 13, 2009

James J. McNulty, Secretary
Pennsylvania Public Utilities Commission
Utility Services/Licensing

Horishocs. . 17105 DOCUMENT
FOLDER

Re: Update of License Information, A-125138 and A-110117

Dear Mr. McNulty:

This letter is a follow-up to an earlier report submitted on December 18, 2008. On
December 11, 2008, all stock of Commerce Energy, Inc., a California corporation, was
transferred to Commerce Gas and Electric Corp., a wholly owned subsidiary of Universal Energy
Group, Ltd. through a consensual foreclosure. Included with this letter is a copy of the Annual
Information Form filed by Universal Energy on December 29, 2008.

Commerce Energy is providing this information solely to inform the Commission about
the change in its ownership structure, since it reflects a change from the information provided in
Commerce Energy’s original application.

Please contact me at 714-259-2508 if you have any questions concerning the content of
this notice.

Supervisor, Regulatory and Consumer Affairs Compliance
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FORWARD-LOOKING STATEMENTS

This Annual Information Form contains "forward-looking statements”. Statements other than statements-of historical
fact contained in this Annual Information Form may be forward-looking statements, including, without limitation,
management's expectations, intentions and beliefs concerning the retail electricity industry, the retail natural gas industry and
the ethanol industry, the competitive landscape in these industries and the general economy, statements regarding the future
financial position or results of the Company, business strategies, proposed acquisitions, growth opportunities, budgets,
litigation, projected costs and plans and objectives of or involving the Company. Wherever possible, words such as "may",
"would", "could”, "will", "anticipate", "believe", "plan", "expect”, "Intend”, "estimate”, "aim", "endeavour”, "project”,
"continue” and similar expressions have been used to identify these forward-looking statements. These statements reflect
management's current beliefs with respect to future events and are based on information currently available to management.
Forward-locking statements involve significant known and unknown risks, uncertainties and assumptions. Many factors
could cause our actual results, performance or achievements to be materially different from any future results, performance or
achievements that may be expressed or implied by such forward-looking statements, including, without limitation, those
listed in the "Risk Factors” section of this Annual Information Form. Should one or more of these risks or uncertainties
materialize, or should assumptions underlying the forward-looking statements prove incorrect, actual results, performance or
achievements could vary materially from those expressed or implied by the forward-looking statements contained in this
Annual Informaticn Form. These factors should be considered carefully and prospective investors should not place undue
reliance on the forward-looking statements, Although the forward-looking statements contained in this Annual Information
Form are based upon what management currently believes to be reasonable assumptions, we cannot assure prospective
investors that actual results, performance or achievements will be consistent with these forward-looking statements. The
forward-looking statements contained in this Annual Information Form are expressly qualified in their entirety by this
cautionary statement. These forward-looking statements are made as of the date of this Annual Information Form and the
Company does not intend to, nor does it assume any obligation to, update or revise these forward-looking statements to
reflect new events or circumstances except as expressly required by applicable securities law.

NON-GAAP FINANCIAL MEASURES
This Annual Information Form makes reference to certain non-GAAP measures, namely Operational Revenue and
Operational Margin, to assist in assessing Universal's financial performance. Non-GAAP measures do not have standard

meanings prescribed by GAAP and are therefore unlikely to be comparable to similar measures presented by other issuers.

Universal recognizes revenue based on customer consumption, but delivers natural gas, and is paid by the LDCs on an.equal
monthly basis. In addition, Universal uses financial swaps to fix its operating margins in its electricity business. These swap



payments are not considered a cost of sales for accounting purposes although Universal treats them as such for business
planning purposes. Accordingly, Universal uses the concepts of "Operational Revenue" and "Operational Margin" to adjust
for the differences between revenue recognition and delivery/payment that exist in its natural gas business and for the effect
of the financial swaps used in its electricity business.

Operational Revenue and Operational Margin are not earnings measures recognized by GAAP and do not have
standardized meanings prescribed by GAAP. Universal's method of calculating Operational Revenue and Operational Margin.
may differ from the methods used by other issuers and, accordingly, Universal's Operational Revenue and Operational
Margin may not be comparable to similar measures presented by other issuers. Investors are cautioned that Operational
Revenue and Operational Margin should not be construed as altermatives to revenue or gross margin determined in
accordance with GAAP as indicators of Universal's performance or to cash flows from operating activities as measures -of
Universal's liquidity and cash flows. The Company believes that these are useful measures as they allow Universal to assess
its ongoing business and are indicators of Universal's ability to invest in its businesses and continue operations. Universal
calculates Operational Revenue and Operational Margin as follows:

Operational Revenue, For natural gas, Operational Revenue is revenue adjusted upward by the dollar amount of "gas
delivered in excess of consumption” (natural gas that has been delivered by Universal to LDCs in excess of customer
consumption) and adjusted downward by the dollar amount of "gas under delivered" (natural gas that has been consumed by-
Universal's customers in excess of that delivered by Universal to the LDCs). For electricity, Operational Revenue is revenue
without adjustment.

Operational Margin. For natural gas, Operational Margin is gross margin adjusted upward for the excess of
"deferred revenue" over "gas delivered in excess of consumption” or adjusted downward for the excess of "unbilled
revenues” over "gas under delivered”. For electricity, Operational Margin is gross margin adjusted upward for "swap
receipts” and downward for "swap payments”, which are not included in cost of sales for accounting purposes.

CERTAIN INFORMATION

General

Our website is located at www.universalenergygroup.ca the content of which is expressly not incorporated by
reference into this Annual Information Form.

In this Annual Information Form, instead of quantifying customers in terms of the number of customers that have
entered into energy contracts with Energy Retailers, customers are often quantified in terms of RCEs. An RCE is a residential
customer equivalent, which is a unit of measurement equivalent to 10,000 kWh of electricity on an annual basis or 2,815 m’
of natural gas on an annual basis, which quantities management believes represent the approximate amounts of electricity and
natural gas used annually by a typical residential customer. This Annual Information Form quantifies customers using this
unit of measurement because it is common to do so in the electricity and natural gas marketing industry. However, for
various reasons, in certain markets there is not sufficient data available to quantify customers in terms of RCEs. Therefore, in
this Annual Information Form, unless otherwise stated (i) Ontario electricity customers have been quantified in terms of the
number of residential, small to mid-size commercial and small industrial customers instead of in terms of RCEs, and (ii)

British Columbia natural gas customers have been quantified in terms of the number of residential and commercial customers
instead of in terms of RCEs.

Trademarks

"Energy One", "Giving You The Power To Save", "Universal Energy” and "Wholesale Energy" are registered
trademarks of Universal in Canada. Universal has applications pending in Canada to register the trademarks "Fight Back
Against High Energy Prices" and "Price Protection Plus" . Universal has applications pending in the United States to register
the trademarks "Blend and Extend”, "Fight Back Against High Energy Prices”, "Giving You the Power to Save", "Price
Protection Plus" and "Universal Gas & Electric".. TGF has applications pending in Canada to register the trademarks
"Powered by Wheat” and "Grow with Us". This Annual Information Form alse contains company names, product names,
trade names, trademarks and service marks of other organizations, each of which is the property of its respective owner.



Currency

Unless otherwise indicated, references herein to "$" or "dollars" are to Canadian dollars. All references to "US$"
refer to United States dollars.
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GLOSSARY OF TERMS

In this Annual Information Form, the following terms have the meanings set forth below, unless otherwise
indicated. Words importing the singular include the plural and vice versa and words importing any gender include
all genders:

"Acquisitions” means the acquisition by the Company from the Existing Shareholders of the issued and outstanding
shares of each of Universal and TGF, all as more particularly described under "General Development of the

Business — Three Year History".

"Acquisition Agreements" means the purchase and sale agreement or agreements between the Company and the
Existing Shareholders relating to the Acquisitions.

“affiliate" has the meaning given to it in Section 1.2 of National Instrument 45-106 - Prospectus and Registration
Exemptions promulgated under the Securities Act (Ontario).

"AGS" means alternative gas supplier, as defined by the MPSC,
"associate” has the meaning ascribed thereto in the Securities Act (Ontario).
"Audit Committee" means the audit committee of the Board of Directors.

"BCUC" means the British Columbia Utilities Commission, a regulatory body which regulates, among other things,
the distribution and marketing of electricity and natural gas in the Province of British Columbia.

"Belle Plaine Facility" means the ethanol facility and related infrastructure and fécilities that TGF is constructing in
the rural municipality of Pense No. 160 near Belle Plaine, Saskatchewan.

"Board of Directors” or "Board” means the board of directors of the Company.

"BC Natural Gas Licence" means the Gas Marketer Licence issued by the BCUC to Universal authorizing

Universal to serve as a natural gas marketer in the Province of British Columbia as renewed, amended or replaced
from time to time.

"CBCA" means the Canada Business Corporations Act, as amended, including the regulations thereunder.
“CEI” means “Commerce Energy, Inc.

"Commerce" means Commerce Gas and Electric Corp. a corporation incorporated under the laws of the state of
Delaware.

"Commerce Acquisition” means the acquisition by the Company of all of the shares of CEI, which carries on a gas
and electricity marketing business. in the United States.

"Commodity Agreements" means the Gas Purchase Agreement, the Electricity Swap Agreement and the Universal
U.S. Gas Purchase Agreement.

"Common Shares" means the common shares of the Company.

"Company", "we", "us" and "our”, unless the context otherwise requires, each mean Universal Energy Group Ltd.
and'its consolidated subsidiaries (including Universal, NEC, TGF and Commerce).

"Compensation and Governance Commiftee" means the compensation, nominating and governance committee of
the Board of Directors.

"Contractor" means EllisDon/VCM In Joint Venture, an unincorporated joint venture and TGF's contractor under
the EPC Contract. '
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"Convertible Debenture Trustee" means Computershare Trust Company of Canada, as frustee under the
Debenture Indenture.

"Convertible Debentures” means. the $90,000,000 aggregate principal amount of 6.00% convertible unsecured
subordinated debentures issued by the Company on October 2, 2007. See "Capital Structure - Convertible
Debentures”.

"Debenture Indenture” means the trust indenture dated October 2, 2007, between the Company and
Computershare Trust Company of Canada , as trustee. See "Capital Structure — Convertible Debentures”.

"Delta-T" means Delta-T Corporation, TGF's ethanol process technology provider.

"Distributors" means, collectively, the corporate marketing consultants of Universal who manage Universal's
Independent Contractors pursuant to the Marketing Agreements.

"Electricity Contracts" means Universal's long term contracts for a customer’s electricity supply requirements at a
fixed price (subject to the application of balancing charges).

"Electricity Swap Agreement” means the electricity swap master agreement, as amended from time to time,
between Universal and Sempra pursuant to which Universal has engaged Sempra to act as Universal's exclusive
supplier of Electricity Swaps on the terms and conditions set forth therein.

"Electricity Swaps" means any swap, contract for differences, option or other similar transaction in respect of
electricity.

"EllisDon" means EllisDon Inc., one of TGF's joint venture contractors. )
"Enbridge" means Enbridge Gas Distribution Inc., an Ontarie LDC.

"Enbridge Gas Distribution Franchise Area" means the geographic area in the Province of Ontario within which
Enbridge Gas Distribution Inc. is franchised as an LDC to service its customers and distribute natural gas.

"Energy Contracts" means Gas Contracts and Electricity Contracts.

"Energy Retailers" means agents/brokers/marketers such as Universal. Energy Retailers are market aggregators,
meaning that they aggregate downstream customers into groups.

"EPC Contract” means the EPC construction contract dated as of September 29, 2006 between TGF, the Contractor
and EllisDon, pursuant to which TGF retained the Contractor for the design, engineering, procurement, construction
and commissioning of TGF's Belle Plaine Facility.

"Eserow Agreement” means the escrow agreement dated February 2, 2007, between the Existing Shareholders, the
Company and Computershare Investor Services Inc., in its capacity as escrow trustee.

"Existing Shareholders" means the Universal Existing Shareholders and the TGF Existing Securityholders.
"GAAP" means accounting principles generally accepted in Canada.

"Gas Contracts" means Universal's long-term contracts for a customer's natural gas supply requirements at a fixed
price (subject to the application of balancing charges for certain classes of customers).

“Gas Purchase Agreement" means the natural gas purchase and sale agreement, as amended from time to time,
between Universal and Sempra pursuant to which Universal has engaged Sempra to act as Universal's exclusive
supplier of natural gas on the terms and conditions set forth therein.

"Gas Supplier” means a person who is a natural gas producer or a natural gas supply aggregator.
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"GJ" means gigajoules {one billion joules). A joule is a measurement of energy, with one gigajoule being equal to
0.95 million British thermal units or approximately 26.53 m’ of natural gas.

"Grain Supply Agreement” means the grain supply agreement made effective December 5, 2006 between TGF and
SWP.

"HOEP" means the final hourly market clearing price for electricity as posted on the IESO website at www.ieso.ca.
"TESO" means the Independent Electricity System Operator (formerly the Independent Electricity Market Operator)
established under the Electricity Act, 1998 (Ontario), or other successor or replacement entity, public or private,

administering transmission reliability and control of the electricity grid in the province of Ontario.

"Independent Contractor” means a person who serves in the capacity of an independent contractor to solicit
contracts for the supply of electricity and/or natural gas on behalf of Universal.

"IPO Closing" means the.closing of the [PO Offering.
"IPO Closing Date" means February 2, 2007, the closing date of the IPO Offering.

"IPO Offering" means the Company's initial public offering of 13,068,183 Common Shares completed on February
2, 2007 as to 11,363,637 Common Shares and on February 7, 2007 as to 1,704,546 Common Shares.

“IPO Offering Price” means $11.00 per Common Share, the price at which the Commeon Shares were sold pursuant
to the IPO Offering.

"kWh" means a kilowatt hour, the standard commercial unit of electricity energy, with one kilowatt hour being the
-amount of energy consumed by ten 100 watt light bulbs burning for one hour.

"Large Volume User" means an electricity consumer who consumes more than 250,000 kWh of electricity per
year, or a natural gas consumer who consumes more than 50,000 m® of natural gas per year.

"LDC" means local distribution company, the electricity or natural gas distributor for a geographic-franchise area.
"Licence Agreement” means the licence of technology agreement dated October 22, 2006 between Delta-T and
TGF pursuant to which Delta-T granted TGF the right to use Delta-T's technology for the purposes of constructing,
building and the ongoing operation of TGF's Belle Plaine Facility and the repair, maintenance, optimization and
enhancement of the Belle Plaine Facility.

"m*" means a cubic metre. One m3 of natural gas is equal to approximately 0.03769 Gls.

"Marketing Agreements” means the marketing agreements dated effective January 1, 2007 between Universal and
each of the Distributors.

"Mecf" means thousand cubic feet.

"Michigan Natural Gas Licence” means the Licence issued by the MPSC to Universal authorizing Universal to
serve as an Alternative Gas Supplier in the State of Michigan, as renewed, amended or replaced from time to time.

"MMBtu" means million British thermal units.

"MPSC" means the Michigan Public Service Commission, a regulatory body that regulates, among other things, the
distribution and marketing of electricity and natural gas in the State of Michigan.

"MTBE" means methy! tertiary butyl ether.

"MWh" means megawait hour.



8

"NEC" rheans National Energy Corporation, a corporation incorporated under the laws of the Province of Ontario.

"NHS" raeans "National Home Services", the name under which NEC carries on the primary business of marketing
residential water heater contracts in Ontario.

"OBCA" means the Business Corporations Act (Ontario), as amended, including the regulations thereunder.

"OEB" means the Ontaric Energy Board, a regulatory body which regulates, among other things, the distribution
and marketing of electricity and natural gas in the Province of Ontario.

"Ontario Electricity Licence” means Electricity Retailer Licence No. ER-2005-0261 issued by the OEB to
Universal on May 26, 2005 authorizing Universal to serve as an electricity marketer in the Province of Ontario until
May 25, 2010.

"Ontarip Natural Gas Licence” means the Licence issued by the OEB to Universal authorizing Universal to serve
as a natural gas marketer in the Province of Ontario, as renewed, amended or replaced from time to time.

"Operational Revenue" means (i) for natural gas, revenue adjusted upward by the dollar amount of "gas delivered
in excess of consumption” (natural gas that has been delivered by Universal to LDCs in excess of customer
consumption) and adjusted downward by the dollar amount of "gas under-delivered” (natural gas that has been
consumed by Universal's customers in excess of that delivered by Universal to the LDCs), and (ii) for electricity,
revenue without adjustment. See "Non-GAAP Financial Measures”.

"Operational Margin" means (i} for natural gas, gross margin adjusted upward for the excess of "deferred revenue”
over "gas delivered in excess of consumption” or adjusted downward for the excess of "unbilled revenues” over "gas

under-delivered", and (ii) for electricity, gross margin adjusted upward for "swap receipts” or adjusted downward for

“swap payments”, which are not included in cost of sales for accounting purposes. See "Non-GAAP Financial
Measures”.

"OPG" means Ontario Power Generation Inc.

"PJ" means petajoules.

"Promoters” means, collectively, Gary J. Drummond and Mark L. Silver.

"RCE" means a residential customer equivalent, which is a unit of measurement equivalent to 10,0600 kWh of
electricity on an annual basis or 2,815 m® (or 106 Gls) of natural gas on an annual basis, which quantities
management believes to represent the approximate amounts of electricity and natural gas used annually by a typical
residential customer.

"Renewal” means the renewal of an existing customer's contract upon expiration of such contract.

"RFA" means the Renewable Fuels Assoctation, the national trade association for the U.S. ethanol industry.

"RFS" means the U.S. renewable fuels standard, which was adopted as part of the Energy Policy Act of 2005.

"Risk Management Committee" means the risk management committee of the Board of Directors.

"RPP" means the Regulated Price Plan developed by the OEB for specific classes of customers whao purchase their
electricity supply from Ontario electric LDCs.

"Sempra" means RBS Sempra Commodities., Universal's exclusive supplier of natural gas and Electricity Swaps
and Universal U.S.'s exclusive supplier of natural gas.

"subsidiary" has the meaning set out in the Securities Act (Ontario), and includes a partnership or other entity.

"SWP" means Saskatchewan Wheat Pool Inc.
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*TGF" means Terra Grain Fuels Inc., the corporation formed on the amalgamation of Grain Fuels Holdings Inc. and
Terra Grain Fuels Inc. on the [PO Closing Date.

*TGF Credit Facility” means the term sheet dated July 21, 2006 between TGF and its lead lender, on behalf of a
syndicate of Canadian lenders, for a credit facility. See "Principal Agreements — Principal Agreements of TGF —
TGF Credit Facility".

"TGF Debenture Purchase Agreement” means the agreement dated August 25, 2006 among TGF and the TGF
Debentureholders, See "Principal Agreements — Principal Agreements of TGF — TGF Debenture Purchase
Agreement”.

"TGF Debentureholders” means the purchasers of the TGF Debentures.

"TGF Debentures" means the $40 million aggregate principal amount of 10.5% subordinated secured debentures of
TGF.

"TGF Existing Securityholders” means the hoiders of the issued and outstanding shares of TGF on February 2,
2007 immediately prior to the completion of the Acquisitions.

"TGF Management Shareholders" means Gary Drummond, Tim LaFrance and Mark Silver (and entities that were
shareholders of TGF immediately prior to the completion of the Acquisitions and over which such individuals
directly or indirectly exercise control or direction) and Sempra.

"TGF Non-Management Shareholders” means all shareholders of TGF immediately prior to the completion of the
Acquisitions other than the TGF Management Shareholders.

"TSX" means the Toronto Stock Exchange.

"UEC Distributors” means UEC Distributors Group Ltd., a corporation incorporated under the laws of the Province
of Ontario that is a sharcholder of Universal.

"Union Gas Franchise Area" means the geographic area within the Province of Ontario within which Union Gas
Limited is franchised as an LDC to service its customers and distribute natural gas.

"Universal” means Universal Energy Corporation, a corporation incorporated under the laws of the Province of
Ontario, and where the context requires, includes its wholly-owned subsidiary Universal U.S.

"Universal Existing Shareholders” means the holders of the issued and outstanding shares of Universal on
February 2, 2007 immediately prior to the completion of the Acquisitions.

"Universal U.S." means Universal Gas & Electric Corporation, a company incorporated under the laws of the State
of Delaware and a wholly-owned subsidiary of Universal and, where appropriate includes the wholly-owned
subsidiaries of Universal Gas & Electric Corporation, all of which companies have been incorporated under the laws
of the state of Delaware.

"Universal U.S. Gas Purchase Agreement"” means the natural gas purchase and sale agreement, as amended from
time to time, between Universal U.S. and Sempra pursuant to which Universal U.8. has engaged Sempra to act as
Universal U.8.'s exclusive supplier of natural gas on the terms and conditions set forth therein.

"VCM" means VCM Contractors & Engineers Ltd., one of TGF's joint venture contractors.
"WACOG" means, for any period, the weighted average cost of gas for such period, which is generally derived by

weighting the natural gas volumes by the natural gas prices paid under specific natural gas contracts by an LDC to
produce one average price for a natural gas.supply portfolio.
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CORPORATE STRUCTURE

The Company

The Company was incorporated under the CBCA as "Universal Energy Group Ltd." on November 1, 2006,
The Company was formed to participate in the retail electricity and natural gas industries and the ethanol industry.
Following the IPO Closing, the Company acquired all of the issued and outstanding shares of Universal and TGF.

The head office of the Company is located at Suite 1700, 25 Sheppard Avenue West, Toronto, Ontario
M2N 656. The registered office of the Company is located at Suite 1600, 25 Sheppard Avenue West, Toronto,
Ontario M2N 656.

The Company had as at September 30 2008 ten wholly-owned subsidiaries as shown on the chart at page
1. Commerce was incorporated in December, 2008 and acquired all of the shares of CEI on December 11, 2008,
The acquisition of CEI is described under the heading "General Development of the Business--History".

Universal

Universal is incorporated under the OBCA. Universal currently sells: (i) electricity and natural gas in
Ontario to residential, small to mid size commercial and small industrial customers; (ii) natural gas in British
Columbia to residential, small to mid size commercial and small industrial customers; and (iii) through Universal
U.S., natural gas in Michigan to residential, small to mid size commercial and small industrial customers.

UG & E Holdings Inc.

UG. & E Holdings Inc. is a company incorporated under the laws of the state of Delaware and- is a wholly-
owned subsidiary of the Company. UG & E Holdings Inc. in turn owns all of the shares of Wholesale Energy
IMlineis Inc., Whelesale Energy New York Inc. and UG & E Texas Inc. which are or will carry on the business of
selling natural gas and/or electricity in [llinois, New York and Texas, respectively.

Universal U.S.

Universai U.S. is a company incorporated under the laws of the State of Delaware and currently sells
natural gas in the state of Michigan and electricity and natural gas in the state of New York.

TGF

TGF is incorporated under the CBCA. TGF has completed the construction of its 150 million litre ethanol plant
located in the rural municipality of Pense No. 160 near Belle Plaine, Saskatchewan.

NEC

NEC is incorporated under the OBCA and is a wholly-owned subsidiary of Universal. NEC currently
markets water heater rental contracts in Ontario to residential customers.
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Intercorporate Relationship

The following chart illustrates the structure of the Company and its subsidiaries.

UNIVERSAL ENERGY
GROUPLTD.
{Canada)
1 L
Terra Graln Fuels [nc. Universai Energy Cerporation ] Commerce Gas & Electric Corp. Nationai Energy Cerporation UG & E Holdings inc.,
(Canada} {Gntario) {Delaware) (Qntado) (Delawars}
Unlversal Gas & Electric Commerce Energy, Inc. Wholesale Energy New York In¢.
Corporation {Califomla) (Fermarfy: UG & E New York Inc.)
(Delawars) (Delawara)

JI
Wholesale Energy lllinols Inc.
(Formery. UG & € Illlincis Inc)
{Delaware)

UG & E Texas Inc.
(Dafaware}
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GENERAL DEVELOPMENT OF THE BUSINESS

History

The Company was incorporated on November 1, 2006, to participate in the retail electricity and natural gas
industries and the ethanol industry.

On February 2, 2007, the Company completed its initial public offering of 13,068,183 Common Shares at a
price of $11.00 per share for gross proceeds of $143.75 million, including 1,704,546 Common Shares issued on
February 7, 2007 on exercise of the underwriters' over-allotment option. Also on February 2, 2007, following
closing of the initial public offering, the Company purchased all of the issued and outstanding shares and promissory
notes of TGF for cash of $37.8 million and 7,889,545 Common Shares and all of the issued and outstanding shares
of Universal for cash of $73.4 million and 15,314,999 Commeon Shares.

On October 2, 2007, the Company completed the public offering of Convertible Debentures. See “Capital
Structure — Convertible Debentures”.

©On December 11, 2008, the Company, through its wholly cwned subsidiary, Commerce, acquired all of the
issued and outstanding shares of CEI, the operating subsidiary of Commerce Energy Group, Inc., for approximately
US$26 million. Commerce also assumed certain letter of credit obligations related to the existing natural gas and
electricity supply arrangements required to serve the CEI customer base. These obligations will unwind as current
suppliers are replaced with new natural gas and electricity supply and credit arrangements. Through this acquisition,
the Company has acquired over 90,000 residential, commercial and industrial customners located in the U.S. in
energy deregulated states. On an RCE equivalent basis, CEI serves approximately 170,000 RCEs, including an
industrial portfolio, with a combination of fixed term and month-to-month energy contracts.

See also "Business of Universal", "Business of TGF" and "Business of NEC".
OVERVIEW OF THE ELECTRICITY INDUSTRY
General Market Overview of the Electricity Industry

The North American electricity industry primarily consists of the following entities in each jurisdiction:
power generating companies; electricity transmission companies; an independent systems operator {an "IESO") (in
jurisdictions where the power generation and transmission functions are separated); local electricity distribution or
utility companies ("LDCs"); and, in deregulated markets, wholesale aggregators and Energy Retailers.

Power-generating entities range from large government owned entities to small private facilities.
Transmission companies, which consist of government owned entities and private companies (often monopolies),
connect the power generators to the LDCs and l.arge Volume Users through large scale grid systems (generally
within each jurisdiction) that transmit high voitage electricity. In jurisdictions where the power generation and
power transmission functions are separated, an IESO often manages the electricity supply and operates the
wholesale electricity market. [ESOs direct the flow of electricity over the high voltage grid transmission lines and
the transmission companies are responsible for the safety, operation and maintenance of those lines. Each electricity
LDC accepts the transmission of electricity scheduled by the IESOs or other wholesale suppliers on behalf of all of
its customers. These customers either pay the LDC the wholesale price for their electricity, or pay a fixed or capped
price for their electricity that is determined by local laws. Fixed or capped prices are typically adjusted periodically
to reflect the true cost of generating the electricity consumed. LDCs are almost always regulated monopolies. Where
the participants in the industry have monopoly or near monopely status, regulatory agencies usually regulate tariffs
for the generation, transmission, delivery and administration costs charged by those participants. In some
jurisdictions, governments (or government agencies) still regulate electricity commodity prices even though a
monopoly does not exist.



13
The Direct Purchase Electricity Market

In a jurisdiction with a deregulated retail electricity market (i.e., the wholesale and retail price for
electricity as a commodity for consumption is no longer fully determined by regulation), electricity consumers
usually have the option of signing a contract with an Energy Retailer to pay for electricity at unregulated prices.
Energy Retailers offer a variety of fixed, floating or blended prices for différent periods of time. LDCs continue to
supply electricity to customers who sign a contract with an Energy Retailer to purchase electricity. However, the
LDC will charge the Energy Retailer for the actual amount of electricity consumed by the customer multiplied by
the variable rate charged by the LDC, and the LDC will invoice the customer for the actual amount of electricity
consumed by the customer multiplied by the Energy Retailer's fixed price under its electricity contract. Energy
Retailers generally enter into financial swap contracts to secure long term Operational Margins with reasonable
certainty as if they were purchasing electricity directly at a fixed rate.

Direct purchase customers can be divided into the following segments: (i) the medium and large industrial
and commercial customers (which Universal does not presently supply); and (ii) the residential, small to mid-size
commercial and small industrial customers {the segment in which Universal is currently active). In contrast to larger
volume industrial end users for whom annual costs of electricity can be millions of dollars, management believes
{based on its recent experience in the Ontario market) that the annual electricity commodity cost to an average
residential customer (who management considers to consume approximately 10,000 kWh of electricity annually) is
much less, generally less than $600 annually. As a result, electricity supply does not represent a major purchase
decision for a residential customer. However, the combined demand of a large number of these small volume
customers economically justifies Energy Retailers entering into direct purchase contracts with such customers.

Energy Retailers operate in the direct purchase electricity market by providing fixed, floating, blended
price or price protected electricity contracts to residential, commercial and industrial customers for varying periods
of time. By providing price protection under electricity contracts for a fixed period of time (generally up to five
years), customers reduce their exposure to changes in electricity commodity prices. Wholesale electricity prices
have been very volatile over the past few years. A key to the success of this product is the atiractiveness to
customers of price protection for their electricity supply costs. The percentage of the electricity supply that has.a
fixed price may vary depending on the Energy Retailer's product offering, Similar to fixed rate mortgages, which
provide interest rate certainty, these contracts allow customers to fix the price of substantially all of the electricity
consumption portion of their electricity bills for the term of the contract. [n contrast, the electricity LDCs typically
offer electricity at prices that may fluctuate more widely from time to time as wholesale prices change.

Energy Retailers deliver electricity to their customers through the electricity LDCs, who still charge the
customers for delivery and other costs. Typically, the LDCs collect all of the monies payable by electricity
consumers, including the payments due to Energy Retailers for the commodity portion of the consumer's electricity
bill. Even in jurisdictions where there is electricity commodity price deregulation, regulators typically regulate: the
fees paid to transmission companies and LDCs to transmit and deliver electricity; and the activities of Energy
Retailers, including the terms of their contracts and their business practices. Electricity deregulation is a relatively
recent phenomenon in North America. The extent of deregulation and the rules under which Energy Retailers must
operate, including the consumer protection elements of the regulatory regime (such as the ability to prematurely
terminate long term contracts) varies from jurisdiction to jurisdiction. Some jurisdictions, although de-regulated, are
not as attractive as others to Energy Retailers.

Specific Markets

Universal currently operates as an electricity Energy Retailer in the residential, small to mid-size
commercial and small industrial markets in Ontario and is considering the possibility of expanding into other de-
regulated markets in North America.

Ontario

Ontario permitted Energy Retailers to commence delivery of electricity to small volume customers,
including residential customers, in May of 2000. However, in 2002, electricity rates were frozen by the Ontario
government. Penetration rates for direct purchase customers have declined in Ontario since 2002 as a result of the
province's rate freeze, which caused Energy Retailers to suspend their operations unti] the RPP was implemented in
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April 2005. When the RPP was introduced in Ontario effective April 1, 2005 and consumers were again exposed to
electricity price increases, significant penetration opportunities in the Ontario electricity market became available.
Management estimates that OPG supplies approximately 70% of the Ontario wholesale electricity market at capped
prices. The OEB is authorized to set payments to be made to OPG with respect to the outputs of certain of OPG's
generation facilities. On November 30, 2006, the OEB issued a report summarizing, among other things, the
regulatory methodology that the OEB has selected to determine payment amounts for the prescribed OPG assets.
Management believes that the application of this methodology should lead the OEB to increase the required rate of
return on the prescribed OPG assets, and that this should lead to an increase in the RPP, and therefore increased
electricity prices for consumers. In its bi-annual update of electricity commeodity prices, on October 15, 2008, the
OEB announced that the RPP effective for November 1, 2008 will have an upward price effect as a result of
anticipated increased payments to OPG for electricity generated by nuclear and large hydro plants.

In Ontario, as of August 26, 2008, approximately 668,000 residential, small to mid-size commercial and
small industrial electricity customers (or approximately 15% of the 4.6 million electricity customers in these
segments of the Ontario electricity market) received their electricity under long-term contracts with Energy
Retailers.

OVERVIEW OF THE NATURAL GAS INDUSTRY

General Market Overview of the Natural Gas Industry

The North American natural gas industry includes: natural gas producers; pipeline companies; storage
operators; supply aggregators and traders; natural gas LDCs; and, in deregulated markets, Energy Retailers. Natural
gas producers are primarily located in western Canada and the Gulf of Mexico region. Natural gas is shipped
through local gathering pipeline systems and continental pipelines from producing regions to downstream markets
across North America. The tolls charged by pipeline companies for the transportation of natural gas through their
pipeline systems are regulated by government agencies and are passed through to the customers of the LDCs as the
transportation component of their natural gas bill.

Natural gas producers sell natural gas to large end users such as power generators (for conversion into other
uses) and LDCs, Energy Retailers and others {(for direct consumption). Supply aggregators also play a wholesale
market role between producers and end users. Supply aggregators may also provide various other services, including
natural gas storage services, backstopping services and operational services.

Natural gas LDCs, commonly known as gas utilities, sell and distribute natural gas in their franchise areas
through their own distribution networks pursuant to a variety of upstream and downstream transmission pipeline,
storage and distribution agreements. LDDCs manage natural gas flows and are responsible for operational
considerations and systemn expansions under their regulated mandate to deliver natural gas. The LDCs' distribution
Tates are reguiated by provincial and state reguiators.

The Direct-Purchase Natural Gas Market

In a jurisdiction with a deregulated retail natural gas market (i.e., the wholesale and retail price for natural
gas as a commodity for consumption is no longer fully determined by regulation), natural gas consumers usually
have the option of signing a contract with an Energy Retailer to pay for natural gas at unregulated prices. Energy
Retailers offer a variety of fixed, floating, price protected or blended prices for different contractual time periods.
These retailers purchase natural gas in the market and through contracts with natural gas producers and/or wholesale
aggregators. Under arrangements entered into between the Energy Retailers and their customers, the LDCs remain
responsible for the distribution of the naturai gas from the citygate (e.g., the interconnect of the national or regional
pipeline and the L.DC's local distribution network) to the customer’s residence or place of business. The LDCs are
also typically responsible for billing the customers for all three components of their natural gas bill, being the
transportation, distribution and commodity costs.

The direct purchase natural gas consumer market is segmented in much the same manner as the direct
purchase eleciricity consumer market. Many Energy Retailers operate in the same segments, seiling both electricity
and natural gas to the same consumers in jurisdictions where they are permitted to sell both products. Universal sells
natural gas to the residential, small to mid-size commercial and small industrial market segments of this industry. In
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contrast to larger volume industrial end users for whom annual costs of natural gas can be millions of dollars,
management believes {based on its recent experience in the Ontario market) that the annual natural gas commodity
cost for an average residential custorner (who management considers to consume approximately 2,815 m3 of natural
gas annually) is generally less than $1,000 annually.

Energy Retailers operate in the direct purchase natural gas market by providing fixed, floating, blended
price or price protected natural gas contracts to residential, commercial and industrial customers for varying periods
of time. By providing price protection under natural gas contracts for a fixed period of time (generally up to five
years), customers reduce their exposure to changes in natural gas commodity prices, which have been particularly
volatile over the past few years. A key to the success of this product is the attractiveness to customers of price
protection for their natural gas supply costs. The percentage of the natural gas supply that has a fixed price may vary
depending on the Energy Retailer's product offering. In contrast, LDCs typically offer natural gas at market prices
that fluctuate from time to time, often monthly.

The direct purchase natural gas market has generally been de-regulated in a number of North American
jurisdictions for a longer period of time than electricity dereguliation has been in place. The extent of deregulation
and the rules under which Energy Retailers operate, including the consumer protection elements of the regulatory
regime (such as the ability to prematurely terminate long term contracts), varies from jurisdiction to jurisdiction.
Some jurisdictions, although deregulated, are not as attractive as others to Energy Retailers.

Specific Markets

Universal currently operaies as a natural gas Energy Retailer in the residential, small to mid-size
commercial and small industrial market in Ontario, British Columbia, and Michigan. In addition, Universal is
currently evaluating the possibility of expanding into other de-regulated natural gas markets in North America.

Onrtario

Since the deregulation of the market in the late 1980s, the Ontario natural gas market has become relatively
mature. As at December 31, 2007, residential, small to mid size commercial and small industrial natural gas
consumers representing in excess of 3.8 million natural gas RCEs (or approximately 58% of the 6.5 million natural
gas RCEs in that segment of the Ontario natural gas market) received their natural gas under long term contracts
with Energy Retailers. Despite the maturity of this market, management believes that a substantial amount of
natural gas RCEs become available 10 Energy Retailers each year as a result of* (i) the addition of new customers to
the natural gas market as a result of new housing starts and/or increases in the number of smali to mid-size
commercial and small industrial businesses in operation; and (ii} customers' existing energy contracts with Energy
Retailers expiring at the end of their terms.

Michigan

Michigan has permitted Energy Retailers to operate in the large industrial segment of the natural gas
market since the early 1980s, and in the small to mid-size commercial and small industrial segments of the market
since 2001. Universal has been an active Energy Retailer since March 2006. As of September 30, 2008, 309,000
residential natural gas RCEs were under long term contracts with Energy Retailers in Michigan representing 9% of
3.4 million total residential RCEs in the Michigan market.

British Columbia

British Celumbia produces the second largest volume of natural gas in Canada and its residents are
collectively the third largest consumers of natural gas in Canada. British Columbia has two natural gas utilities,
Terasen Gas Inc. and Pacific Northern Gas Ltd. The BCUC has approved a natural gas unbundling program for
residential customers of Terasen Gas Inc. As of May 2007 in excess of 700,000 residential customers in British
Columbia were able to choose their natural gas supplier. Opportunities also exist to acquire commercial natural gas
custemers. As of December 2008, approximately 17% of 810,000 natural gas customers have entered into direct
purchase agreements with Energy Retailers.
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BUSINESS OF UNIVERSAL

General Overview of Universal

Universal's business currently involves (i) the sale of electricity and natural gas in Ontario to residential,
small to mid-size commercial and small industrial customers, (ii} natural gas in British Columbia to residential,
small to mid size commercial and small industrial customers; (iii) the sale of natural gas in Michigan to small to
mid-size commercial and small industrial customers; and (iv) the sale of natural gas and eleciricity in New York to
small to mid-size cornmercial and small industrial customers.

Universal's customers purchase electricity and natural gas under long term, non-terminable (except in
limited circumstances) Energy Contracts, typically for a term of five years (see "Key Regulatory Provisions —
Customer Contract Terminations").

It is Universal's general policy to match the estimated energy requirements of its customers by purchasing,
in the case of natural gas, offsetting volumes of natural gas and, in the case of electricity, entering into offsetting
financial swap contracts (Electricity Swaps) with Sempra at fixed prices for the term of its customers' Energy
Contracts. Universal derives its Operational Margin from the difference between the price it pays for Electricity
Swaps and natural gas supply from Sempra and the price it charges to its customers.

History of Universal

Universal was incorporated in November 2004. The OEB issued Universal its Ontario Natural Gas Licence
in February 2005 and Universal began test marketing natural gas in Ontario in that month. The OEB issued
Universal its Ontario Electricity Licence in May 2005 and Universal began marketing electricity in Ontario in
September 2005. Universal entered into the original Gas Purchase Agreement and the original Electricity Swap
Agreement in July 2005. In December 20035, the Michigan Natural Gas Licence was issued to Universal U.S. by the
MPSC authorizing Universal to serve as an Alternative Gas Supplier in the State of Michigan. Universal began
marketing natural gas in Michigan in March 2006. The BCUC issued Universal its BC Natural Gas Licence in
November, 2006 and Universal began to market natural gas in BC in May, 2007,

Customer Base

As at September 30, 2008, Universal had approximately 164,495 residential, small to mid-size cormmmercial
and small industrial customers under Electricity Contracts in Canada, representing approximately 214 411 RCEs.

As at September 30, 2008, Universal had approximately 96,395 residential, small to mid-size commercial
and small industrial customers under Gas Contracts in Canada, representing approximately 111,772 RCEs.

As at September 30, 2008, Universal had approximately 97,032 residential, smail to mid-size commercial
and small industrial customers under Gas Contracts in Michigan, representing approximately 122,722 RCEs

Of the approximately 448,905 RCEs that Universal had at September 30, 2008, approximately 72% were
derived from Energy Contracts with residential customers and approximately 28% were derived from Energy
Contracts with small to mid-size commercial and small industrial customers. In Canada, residential customers
represent approximately 74% of Universal's total customer base.

Energy Contracts

Universal's Energy Contracts are primarily for a fixed term of five years, with existing Energy Contracts
having an average remaining life of approximately 3.69 years as at September 30, 2008. Universal is able to secure
its Operational Margins per RCE with reasonable certainty by purchasing energy in large quantities at a fixed price
in the case of natural gas, or through financial swaps, in the case of electricity, and selling energy at a higher fixed
price to customers, under fixed price or price protection Energy Contracts. See "— Electricity and Natural Gas
Supply". For the year ended September 30, 2008, Universal achieved Operational Margins of approximately $189
per RCE in the Ontario natural gas market segment, $182 per RCE in the Ontario electricity market segment, and
$168 per RCE in the Michigan natural gas market segment. Energy Contracts are non-terminable in accordance with
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their terms (except in limited circumstances) and provide for significant termination charges in the event that a
customer attempts to avoid its obligations under the contract without a legal basis for doing so. See "— Customer
Contracts — Contract Attrition". However, management has established a system for subsequently reconfirming all
Energy Contracts through a telephone reconfirmation process, which provides all customers (whether required by
law in the customer's jurisdiction of residence or not) with an opportunity to withdraw their application to purchase
electricity or natural gas from Universal before an Energy Contract becomes effective. Management believes that
this process helps minimize the number of customers that attempt to avoid their obligations under their Energy
Contracts, Universal records all interactions with customers in connection with the reconfirmation of Energy
Contracts.

Management Information System

Universal has developed a sophisticated management information system which enables Universal to
provide its Independent Contractors with current pricing, promotion and incentive information, as well as
information respecting their compensation. In addition, the system provides management with real-time access to
information respecting the confirmation of customer Energy Contracts and customer acquisition ievels. The system
also has the ability to electronically record each meaningful customer telephone interaction.

Universal's information system also helps management forecast new customer enrolments and their energy
requirements. Appropriate forecasting helps Universal match all of its new customers’ estimated average energy
requirements without unduly exposing itself to the "spot” market. Universal's existing operational infrastructure
provides considerable scale and scope. Universal's energy purchasing, sales force development and information
technology functions are integrated and scalable, allowing Universal to efficiently acquire and supply customers in
new markets as it expands its operations without significant capital cost.

Business and Growth Strategies

Within its existing operational infrastructure, opportunities are available to grow Universal's customer base,
revenues and aggregate Operational Margin by condueting focused marketing campaigns to sign up additional
customers in its existing residential, small to mid-size commercial and small industrial markets of Ontario and
Michigan and by pursuing expansion opportunities in other de-regulated markets in North America. When
evaluating the merits of expanding into a new market, management considers a number of relevant factors including,
but not limited to, the following: the nature of the retail electricity and natural gas regulatory regime in the market;
the rate of Energy Retailer penetration in the market; the availability of wholesale energy supply in the market;
whether the LDCs in the market provide billing and collection services; the enforceability of Energy Contracts in the
market; and, the degree of customer education that will be required to succeed in the market.

Customer Contracts

Almost all of Universal's existing Energy Contracts are for an initial five year term, afler which time they
are-eligible for renewal. See "— Contract Renewals" below. Universal's Energy Contracts are also non-terminable by
their terms, except in certain limited circumstances. See " Contract Attrition” below.

Ontario Electricity Contracts

Universal's Electricity Contracts offer customers price protection based on the estimated or actual historical
consumption of such customers. As actual usage varies, customers are likely to experience a balancing charge or
credit during each billing period due to fluctuations in their electricity requirements (as compared to their historical
usage) that is not covered by fixed pricing. For residential customers, this adjustment is limited to plus or minus
10% per year of the fixed price such customers have agreed to pay to Universal during any contract year prior to any
discounts or rebates. In contrast, LDCs such as Toronto Hydro and Hydro One are required by regulation to charge
the RPP price to their default supply customers, which is currently set every six months. By charging their default
supply customers the RPP price, the LDCs are passing through the actual cost they incur in buying the electricity on
behalf of their customers. Although Universal's customers purchase their electricity supply from Universal, the LDC
is still mandated to distribute the electricity. Universal, using its "Bill Ready" system, advises the LDC of the
amount of the commodity charge to be billed to the customer. The LDCs provide billing and collection services,
including the collection and remittance to Universal of the commodity portion of each customer's account for a
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small monthly fee. In Ontario, each LDC assumes 100% of the credit (receivable) risk associated with default in
payment by customers for electricity that has been delivered to them. Rebates, if any, from OPG are assigned to
Universal, however Universal is required to credit these rebates to the customer account or provide a direct cash
rebate to the customer within one year of receipt.

The electricity commodity charge appears as a separate line item on the electricity bills sent by the LDCs to
Universal's customers identifying the name of Universal and its toll free customer service number. The LDCs collect
the electricity charges and other charges on behalf of Universal for an administration fee per customer (which is
currently $0.30 per month.. The LDC pays Universal's revenue entitlement directly to a blocked account daily, from
which Sempra deducts the costs of the Electricity Swaps that Universal has contracted for under the Electricity Swap
Agreement. The difference, Universal's Operating Margin, is remitted to Universal monthly by Sempra.

Ontario, British Columbia and Michigan Gas Contracts

Universal's natural gas customers are charged 2 fixed price for the full term of their contracts as opposed to
the variable WACOG price that the LDCs, such as Union Gas and Enbridge Gas Distribution, are required by
regulation to charge. By charging their customers WACOG, the LDCs are simply passing through the actual cost
they incur in buying natural gas on behalf of their customers. The Ontario LDCs adjust their respective WACOGs
each quarter and the Michigan LDCs adjust their WACOGs each month, thus exposing customers to volatile natural
gas-commodity prices. Although Universal's customers purchase their natural gas supply from Universal, the LDCs
are still mandated, on a regulated basis, to distribute the natural gas. All of the LDCs in whose franchise areas
Universal sells.energy provide billing and collection services, including the collection and remittance to Universal of
the commodity portion of each customer’s account for a small monthly fee. In Ontarie and British Columbia, each
LDC (except for Union Gas) assumes 100% of the credit (receivable) risk associated with default in payment by
customers for gas that has been delivered to them. Union Gas guarantees all receivables except for the receivables
attributable to Large Volume Users whose annual consumption is in excess of 700,000 m3. In Michigan, each LDC
assumes 100% of the credit (receivable) risk associated with default in payment by customers for gas that has been
delivered to them in the market segments in which Universal is currently active. Universal's monthly remittance
from the Michigan LDCs is the lesser of 110% of the LDC's Gas Cost Recovery factor ("GCR") (essentially the
LDCs regulated price for natural gas) and Universal's contracted selling price to its customers. In the event that
Universal's contracted selling price is greater than 110% of the GCR a holdback account for the differential will be
maintained for Universal by the LDC. Universal will receive a refund of the amount accumulated in the holdback
account, without interest, to the end of the most recently completed program year.

The natural gas commodity charge appears as a separate line item on the natural gas bills sent by the LDCs
to Universal's customers identifying the name of Universal and its toll free customer service number. The LDCs
collect the natural gas commodity charges and other charges on behalf of Universal for a monthly administration fee
per residential customer (which is currently $1.54 in the Union Gas Franchise Area and $1.35 in the Enbridge Gas
Distribution Franchise Area). For larger volume small to mid-size commercial and small industrial customers, the
monthly fees in the Enbridge Gas Distribution Franchise Area range between $1.12 and $5.00 per customer per
month.. The Michigan gas utilities charge a collection services fee of U.S. $0.30 per month per customer. The LDC
pays Universal's revenue entitlement directly to a blocked account monthly, from which Sempra deducts the costs of
the natural gas that Universal has contracted to purchase. The difference, Universal's Operational Margin, is remitted
to Universal monthly by Sempra, along with any proceeds relating to the-sale of excess natural gas.

Customer Attrition

Universal's Energy Contracts are by their terms non-terminable except in certain limited circumstances,
such as when a residential or small commercial customer relocates to a jurisdiction that Unijversal does not serve or
when a customer dies. See "- Key Regulatory Provisions —~ Customer Contract Terminations". In addition to losing
Energy Contracts due to circumstances such as customer relocation to areas not served by Universal and death,
Universal loses some Energy Contracts when customers cease to comply with their obligations under their Energy
Contracts. However, Universal's policy is to enforce the early termination charge provisions of its Energy Contracts
when a customer attempts to avoid its obligations, other than in circumstances permitted by an Energy Contract
{e.g., customer relocation to areas not served by Universal, foreclosure, or death). For internal planning purposes,
management assumes that Universal will lose approximately 12% of the total number of its Energy Contracts in the
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Canadian market and 20% in the United States gas market on an annual basis, although it has experienced overall
Energy Contract attrition rates of approximately 15.5% over the past year

For a detailed analysis of customer attrition please see the Company’s Management Discussion and
Analysis for the year ended September 30, 2008, "Gas and Electricity Marketing Division - Customer Aggregation”
which is incorporated herein by reference.

Customer Contract Renewals

Legislation and regulations relating to the renewal of consumer contracts affect the percentage of existing
custorners whose Energy Contracts are renewed at the end of their initial term. See "Key Regulatory Provisions —
Customer Coniract Renewals" for information respecting the ability of Energy Retailers to renew Energy Contracts.

Marketing and Sales Force

Universal's customers are solicited primarily on a door-to-door basis by Independent Contractors who are
trained by the Distributors using training methods and materials approved by Universal. The Independent
Contractors are paid a commission based on successful customer enrolments. Universal's current marketing program
involves the explanation to potential customers of the regulatery envirenment and the benefits of the purchase of
electricity and natural gas pursuant to Energy Contracts. The Independent Contractors complete the sales contract
with the customer at the point of sale. Contracts are then processed through Universal (including subsequent
reconfirmation of the Energy Contracts) and the LDC in the franchise territory where the customer is located.

The number of Independent Contractors fluctuates on a seasonal basis and additional Independent
Contractors will be required as Universal expands into new markets. Although Universal's Independent Contractors
generally have a high turnover rate, Universal has a relatively stable core group of Independent Contractors who are
responsible for sourcing a substantial portion of Universal's new Energy Contracts.

Universal's Independent Contractors are managed by the Distributors pursuant to Marketing Agreements
with Universal. Pursuant to the Marketing Agreements, each of the Distributors has agreed to provide marketing
services to Universal and its affiliates. Fach Marketing Agreement is for an initial term of four years and is
renewable for one year terms thereafter with the agreement of the parties. The Distributors are compensated by
Universal in amounts and on terms that are competitive within the industry having regard to each Distributor's
responsibilities and performance. Universal reserves the right to accept or reject any customer that does not meet its
credit or usage requirements. Under the Marketing Agreements, the Distributors are responsible for (among other
things) recruiting, hiring, training and managing the Independent Contractors and Universal is responsible for
(among other things) providing the Distributors with payroll services, paying commissions and benuses, printing
marketing materials and administering and enforcing codes of conduct.

The principals of the key Distributors own approximately 13.5% of the Common Shares in the aggregate,
which shares are subject to escrow. See "Escrow of Securities”. The Marketing Agreements contain confidentiality,
non-competiticn and non-solicitation covenants during the term thereof and for varying periods thereafter, which
extend to both the Distributors and the principal of each of the Distributors.

Universal utilizes marketing campaigns to attract new customers. The Operational Margins from a new
customer begin to be realized when electricity or natural gas begins to flow to the customer. In both Ontario and
Michigan, this generally occurs within three months after sign up due to administrative procedures carried out by the
LDCs. The cost for obtaining a new residential customer and related expenses currently include, among other things,
commissions payable to the Independent Contractors, salaries paid to the marketing and customer service
departments which support the Independent Contractors, salaries paid to customer service representatives who verify
the customer contracts, the cost of printing contracts, bonus awards, advertising costs and the costs of promotional
materials.

Customer Service Centre

Universal operates a call centre where it employs approximately 170 telephone representatives in four areas
of focus: inside sales, verification, reaffirmation quality assurance and retention group. The customer service
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department is located at Universal's head office and answers inquiries seven days a week. Most customer service and
inside sales representatives have industry experience and have been trained in respect of the energy market and' the
regulatory framework.

Electricity and Natural Gas Supply

Subject to-certain limited exceptions, it is Universal's general policy to match the estimated electricity and
natural gas requirements of its customers by purchasing, in the case of natural gas, the offsetting volumes of natural
gas.from Sempra at fixed prices and, in the case of electricity, entering into offsetting financial swap contracts with
Sempra, in each case in advance of obtaining customers, rather than relying on electricity and natural gas "spot”
markets. In order to do this, energy supply for prospective customers is generally purchased by Universal in four to
eight week blocks based on management's estimate of the number of new customers that will be acquired during the
ensuing four weeks of marketing and management's estimate of the average energy consumption of these customers.
Management considers various information in order to make these estimates, including: Universal's historical
customer acquisition rates; the types of customers that Universal is targeting in the ensuing four week marketing
period; and the historical consumption of electricity and natural gas by its customers as evidenced by the records of
the applicable LDCs. Universal's management information system assists management in making these estimates.
Management believes that by using the information obtained from these sources it is able to predict with a
reasonable degree of accuracy the number of customers that Universal will be able to sign to Energy Contracts
during the ensuing four week marketing period and the energy requirements of those customers during the terms of
their Energy Contracts.

As a result of adhering to this policy, the amount of energy that Universal is obligated to supply tfo its
customers during the term of its Energy Contracts that it has not contracted to purchase is small compared to the
aggregate volume of natural gas that it purchases and the aggregate notional volume of electricity covered by swaps
that it contracts for. Universal must manage the variance between actual customer usage and the estimate of usage it
has made when establishing its supply arrangements. The requirement for Universal to match its current and near
term forecast customers' estimated electricity and natural gas requirements by entering into supply or financial
confracts to purchase (physically or economically) the offsetting volumes is (subject to certain limited exceptions)
also required by the Commodity Agreements. Universal has implemented various procedures and safeguards to
ensure that its matching policy and its covenants in its agreements with Sempra are complied with. For instance, the
aggregate amount of energy used by Universal's customers is monitored on a weekly basis. This allows Universal to
determine if it has enough contracted energy supply to meet its estimated contracted delivery obligations to its
customers during the terms of their Energy Contracts. In addition, Universal's risk management group monitors
Universal's electricity and natural gas matching positions each business day. Universal's matching positions are
reported by the risk management group to senior management weekly. Universal also reports its matching positions
to Sempra weekly.

Universal currently has 100% of its natural gas purchase and Electricity Swap arrangements with Sempra.
Universal purchases natural gas and enters into Electricity Swaps in large volumes and is therefore able to secure
long term fixed price supply contracts. In addition to obtaining competitive prices under its contracts with Sempra,
Universal obtains credit from Sempra and certain value added services, such as supply management and risk
management services,

As at September 30, 2008, Universal had customer demand of approximately 65,468 GJs of natural gas per
day and approximately 241 megawatts of electricity per hour. Higher aggregate demand is anticipated in the near
future as Universal grows its customer base. Management believes that it can continue to access electricity and
natural gas supplies at favourable prices. Universal has never failed to deliver any electricity or natural gas to its
customers since it commenced operations.

Balancing

Universal purchases natural gas to meet its estimated supply obligations to its customers based upon,
among other things, the types of customers being supplied and the historical amount of natural gas consumed by its
customers, as evidenced by the records of the applicable LDCs. The LDCs continue to deliver électricity to
Universal's customers and Universal financially fixes the price of that supply through the Electricity Swap
Agreement with Sempra. See "— Electricity and Natural Gas Supply” above. However, depending on several factors,
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including weather, Universal's customers may use more or less electricity and natural gas than the volume purchased
by Universal for their supply. Like other Energy Retailers, Universal has implemented balancing procedures that it
follows when the amount of energy consumed by Universal's customers is higher or lower than the amount of
energy estimated by Universal to be.consumed by its customers.

Balancing Charges and Credits

An Energy Retailer can enter into energy contracts with its customers that allow the energy retailer to
invoice its customers for balancing charges (or give its customers balancing credits) when the amount of energy
used by its customers is greater than (or is less than) the amount of energy that the Energy Retailer had estimated its
customers would use, :

With respect to its residential and small commercial electricity customers in Ontario, Universal has
implemented a practice not to invoice such customers for balancing charges (or issue credits) that exceed 10% ofthe
aggregate amount of the commodity portion of their electricity bill on an annual basis prior to any discounts or
rebates. Any excess balancing charges (or credits) will be carried forward and applied to a customer's electricity bill
in subsequent years. Universal will bear the cost (or enjoy the benefit) of any aggregate balancing charges (or
unapplied credits) in excess of this 10% threshold at the end of the contract term. With respect to its commercial and
small industrial electricity customers in Ontario, Universal's practice is to invoice jts customers for the full amount
of all balancing charges (or issue credits).

Universal does not invoice its Ontario residential or small commercial natural gas customers balancing
charges (or issue credits). Universal bears the cost (or enjoys the benefit) of any balancing costs (or credits), which
have been nominal to date. However, Universal's contracts with its other commercial and small industrial natural gas
customers provide that after each year of the contract term Universal can apply balancing charges (or credits) by
adjusting the natural gas price in the subsequent year. In British Columbia, the LDCs currently accept the risk of
balancing charges in respect of all customer categories.

Ontario Electricity Balancing

Electricity LDCs are responsible for the flow of electricity to end users, including Universal's customers. In
contrast to natural gas, there is never a physical imbalance of supply between Universal and the LDC because
Universal does not physically supply electricity. However, Universal will never be perfectly hedged because actual
customer usage varies from estimated customer usage. Universal has therefore developed a balancing mechanism to
address this issue. At the end of a customer's billing cycle, the LDC will charge Universal for the actual amount of
electricity consumed by the customer multiplied by the variable rate charged by the LDC, and will invoice the
customer for the actual amount of electricity consumed by the customer multiplied by Universal's fixed price under
its Electricity Contract. Universal aggregates its electricity customers into groups of customers in similar market
segments (each a "customer electricity balancing pool"). Under the customer's Electricity Contract with Universal,
balancing charges (or credits) will apply to a customer if the customer electricity balancing pool to which the
customer is assigned has consumed a quantity of electricity that differs from the quantity of electricity forecast to be
consumed by that customer electricity balancing pool. Universal's balancing charges are billed (or credited) to its
customers each billing period approximately three to four months in arrears in the manner described above under "—
Balancing Charges and Credits".

Ontarie Natural Gas Balancing

Natural gas LDCs are responsible for the flow of natural gas to end users, including Universal's customers.
Universal aggregates its natural gas customers into groups of customers with similar pricing structures or similar
flow dates (each a "customer gas poel"). LDCs permit Energy Retailers to deliver natural gas at a constant average
daily level throughout the year. For instance, if a customer gas pool is estimated to consume, on average, 3,650 Gls
of natural gas per year, the LDCs will permit Universal to smooth its natural gas delivery obligation by supplying
10 GJs per day to-the LDC in respect of that customer gas pool. Each customer's natural gas consumption is then
allecated to the customer gas pool to which the customer is assigned and the amount of natura) gas credited to this
customer gas pool is reduced as the customers in the customer gas pool consume it. At the end of the relevant
period, all of the natural gas supplied by Universal in respect of the customer gas pool must equal all of the natural
gas consumed by the customer gas pool. In order to achieve this, Universal must use certain balancing procedures.
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In Ontario, Universal utilizes the services of Enbridge Gas Distribution and Union Gas to satisfy the
transportation, delivery, metering and billing requirements of its natural gas customers. Although each of the utilities
provides certain services and information upon which Universal relies, Universal is responsible for managing

imbalances between the amount of natural gas it has purchased (based on its estimates of customer consumption)
and the actual amount of natural gas that its customers consume.

Enbridge Gas Distribution Inc.

Under Universal's arrangements with Enbridge, the amount of natural gas required to be delivered on a
daily basis in order to deliver the amount of natural gas estimated to be consumed annually by customers in the
relevant customer gas pool (the "DCQ") is established using the amount of natural gas consumed in the past
12 months. However, Universa) has the ability to adjust the DCQ 30 days prior to the date that it begins delivering
natural gas in respect of a customer gas pool. Enbridge provides Universal with variance reports each month in
respect of the customer gas pool's natural gas consumption in the previous month. This report provides critical
information, such as how forecast aggregate natural gas consumption for the customer gas pool compares to actual
aggregate natural gas consumption by the customer gas pool. The aggregate imbalance between the forecast natural
gas consumption quantity and the actual natural gas consumption quantity can then be calculated. The imbalance in
the pool of natural gas allocated to each particular customer gas pool is reviewed at regular intervals and must be
within stipulated parameters. Universal is generally required to rectify imbalances on a pool's anniversary date
(which varies from pool to pool). If imbalances are not within stipulated parameters at the requisite times, Universal
may be required to pay certain penalties, which in some cases can be significant. Universal rectifies imbalances
using the balancing procedures described below.

e Load Balancing Suspension. If customer consumption levels are less than forecast customer consumption
levels, Universal may suspend the delivery of the contracted supply quantity. If Universal suspends the
delivery of natural gas, it can: (i) divert the natural gas during the applicable delivery month from the
applicable Enbridge customer gas pool to another Universal market (that is either served by Enbridge or by
another utility) where the actual amount of customer consumption has exceeded the amount of forecast
custamer consumption; (ii} sell the suspended natural gas into the spot market for the delivery month; or
(iii) seli the suspended natural gas to Enbridge at Enbridge's prevailing WACOG for the delivery month.
Universal's management prefers the first alternative because Universal has more control over the timing of
implementing this balancing procedure and it aliows Universal to more closely maintain its Operational
Margins.

e Make-ups. If customer consumption levels exceed forecast customer consumption levels, Universal may be
required to deliver additional volumes of natural gas. Universal can satisfy its obligation to deliver
additional natural gas volumes by doing one or more of the following: (i} diverting natural gas during the
delivery month from another Universal market (either served by Enbridge or by another utility) where
customer consumption was less than the forecast customer consumption; (ii) purchase the additional natural
gas volumes in the spot market for the delivery month; or (iii) purchase the additional natural gas volumes
fromm Enbridge at its prevailing WACOG for the delivery month. Universal's management prefers the first
alternative because Universal has more control over the timing of implementing this balancing procedure
and it allows Universal to more closely maintain its Operational Margins.

Union Gas

Under Universal's arrangements with Union Gas, the DCQ is established 30 to 45 days prior to the delivery
of natural gas to the customer gas pool. However, Union Gas also weather normaiizes the DCQ. Universal is not
permitted to participate in the DCQ calculation. Union Gas provides Universal with a variance report each month in
respect of the amount of natural gas consumed by each customer gas pool in the previous month. Union Gas
establishes the imbalance between actual natural gas consumed by Universal's customers as compared to the forecast
natural gas consumed by such customers and then calculates the year to date imbalance and the projected contract
yeat-end imbalance. Universal is generally required to rectify imbalances three times a year and must be within
stipulated parameters on an annual basis. If imbalances are not within stipulated parameters at the requisite times,
Universal may be required to pay certain penalties, which in some cases can be significant. Universal rectifies
imbalances using the balancing procedures described below.
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&  Load Balancing Suspension. If customer consumption levels are less than forecast customer consumption
levels, Universal may suspend delivery of the contracted natural gas supply quantity. In this situation,
Universal has the same three altemnatives described above under "Enbridge Gas Distribution Inc. — Load
Balancing Suspension”.

o  Make-ups: If customer consumption levels exceed forecast customer consumption levels, Universal may be
required to deliver additional volumes of natural gas. In this situation, Universal has the same three
alternatives described above under "Enbridge Gas Distribution Inc. — Make-ups”.

Michigan Natural Gas Balancing

Natural gas balancing procedures in the Michigan market are conducted in substantially the same manner
that natural gas balancing procedures are conducted in the Ontario market with Enbridge. A material difference is
that customer gas pools are generally balanced on the poo!'s annual anniversary date in Ontario (which varies from
pool to pool), whereas all customer gas pools are balanced on an annual basis on April 1 of each year in Michigan.

Key Regulatory Provisions

The following is a summary of the principal regulatory provisions that affect Universal and other Energy
Retailers operating in Ontario, Michigan, British Columbia. For a general overview of the regulatory regime
applicable to Universal's operations, see "Overview of the Electricity Industry" and "Overview of the Natural Gas
Industry".

Customer Coniracis

Consumer rights protection legislation in Ontario and British Columbia limits the term of energy contracts
for residential and small commercial customers to five years. This legislation does not apply to other commercial
and industrial customers. There is no comparable legislation in Michigan. However, it is Universal's current policy
not to offer energy contracts for terms in excess of five years to any of its customers. Energy Retailers product
offerings are generally quite similar. One notable exception to this similarity is that energy contracts offered by
Energy Retailers operating in the U.S. are generally for much shorter terms (typically between one month and one
year) than energy contracts offered by Energy Retailers in Canada.

The form and terms of Energy Contracts are highly regulated in Ontario. Forms of Energy Contracts must
comply with regulations prescribed under the Ontario Energy Board Act, 1998, Energy Centracts must also contain
specified disclosures and terms. Energy Retailers in the electricity and natural gas markets must also comply with
the Code of Conduct for Gas Marketers and the Electricity Retailer Code of Conduct, each of which has been issued
by the OEB. The Codes of Conduct set minimum standards to which licensed Energy Retailers must adhere,
including the regulation of door-to-door sales activities. Failure to adhere to the Codes of Conduct can result, in
addition to other penalties, in the suspension or revocation of the Energy Retailer's licence to sell electricity or
natural gas, as the case may be. Energy Retailers in British Columbia and Michigan are subject to similar
requirements with respect to residential and small commercial customers.

Customer Contract Terminations

Energy Retailers are permitted to enter into non-terminable contracts with all categories of customers in
each of Ontario, British Columbia and Michigan. This means that the contract cannot be terminated by the customer
unless it pays the early termination fee stipulated by the contract. However, it is Universal's policy that Ontario
residential and small commercial customers may terminate their Energy Contracts without penalty if the customer
moves out of province, moves to a location where the customer would not have an energy account (e.g., an
apartment or condominium), moves to a location that Universal does not service, loses his/her residence to
foreclosure or dies. Universal currently intends to extend the same policy to residential customers in BEritish

Columbia. Other commercial and industrial customers can only terminate their Energy Contracts if they pay the
applicable early termination fee.
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Customer Contract Reaffirmation; "Cooling-Off Periods"

In Ontario, electricity and natural gas residential or small commercial customers are provided with a 10 day
"cooling-off" period and must reaffirm their agreement with the Energy Retailer not earlier than 10 days, and not
later than 60 days, after entering into a contract with the Energy Retailer. There are no reaffirmation requirements
for other commercial and industrial customers in Ontario. In British Columbia, the LDC will be required to:send a
confirmation letter to residential and small commercial customers within two days of enrolment of the customer by
the Energy Retailer. The customer has 10 days following receipt of the confirmation letter from the LDC (e.g., a
"cooling-off" period) to cancel the contract. In British Columbia all natural gas choice customers must verify their
agreement with the retailer via a recorded conversation, pursuant to BCUC guidelines. In Michigan, residential and
commercial customers are provided with a 30 day "cooling-off" period after entering into a contract with an Energy
Retailer during which they may cancel the contract. There are no reaffirmation requirements in Michigan. for any
category of customers. However, it is Universal's practice to reconfirm Energy Contracts entered into with all of its
customers notwithstanding that it is not required by applicable laws.

Customer Contract Renewals

In Ontario, residential and small commercial customer contracts may only be renewed by providing notice
of the renewal to the customer not less than 60 days and not more than 120 days prior to the expiry of the contract. A
contract renewal for a period of more than one year requires a customer's written approval (including by signature,
electronic communication or recorded verbal communication). A renewal of one year or less can be effected by
default provided the customer is given notice thereof prior to the renewal, and on his or her first utility bill the
renewal price is stated, together with a statement that the customer has 35 days to cancel the contract following the
receipt of such invoice. There are no regulations governing the price at which contracts can be renewed. In addition,
there are no regutatory requirements governing contract renewals for other commercial and industrial customers in
Ontario. Regulations in British Columbia provide for contract renewals on notice of not more than 120 days and not
less than 90 days prior to expiry of the contract for all classes of customers. The customer has 30 days after receipt
of written notice from the Energy Retailer to select renewal terms or cancel the contract,

There are no regulatory requirements governing contract renewals for customers in Michigan. However,
Universal's current policy is that it will not seek to automatically renew its Gas Contracts with its commercial and
industrial customers in Michigan for a term of greater than one year or for more than one month with respect to
residential and small commercial customers. Universal will only renew its Gas Contracts with its commercial and
industrial customers in Michigan for a term of greater than one year if it receives the customer’s written approval to
do so.

The OEB staff has announced its view that the provisions in the Ontario Consumer Protection Act, 2002
("CPA") (amended June 30, 2003) supersede those found in the Ontario Energy Board Act, 1998 (OEBA) with the
effect that contracts of one year or less cannot be automatically renewed. Based on a contrary opinion from its legal
counsel, Universal is challenging the OEB staffs’ position.

Customer Switching; "Contest Period"”

A "Contest Period" refers to procedures that govern an attempt by an Energy Retailer to enrol a customer
already receiving service from an incumbent Energy Retailer. Under a typical Contest Period, an incumbent Energy
Retailer has between 20 to 30 business days to obtain the consent of its customer to cancel the pending enrolment of
its customer with a competing Energy Retailer. If the incumbent Energy Retailer does not obtain the consent of its
customer to cance! the pending enrolment of its customer with a competing Energy Retailer, the incumbent Energy
Retailer would, however, be entitled to enforce the early termination payment provisions of its energy contract.

The OEB has developed a Rule for the natural gas industry entitled the Gas Distribution Access
Rule ("GDAR"). GDAR was implemented as at June 1, 2007 which among other things, prescribe the relationship
between the natural gas LDCs, the Energy Retailers and the customers of the Energy Retailers. The principal effect
of GDAR will be to extract the LDCs from the contractual relationships between Energy Retailers and their
customers. Under the rules currently in place, an LDC will not accept a customer contract between an Energy
Retailer and a customer where that customer has already entered into a contractual arrangement with another Energy
Retailer. Under GDAR, the LDCs would be required to process a customer service transfer request and commence a
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30 business day Contest Period if the customer has an existing contract with an Energy Retailer. It would then be up
to the Energy Retailer with whom that customer has a prior existing contractual relationship to obtain the consent of
such customer to cancel the pending enrolment of such customer with a competing Energy Retailer within the 30
business day period.

There are currently no Contest Period regulations in force in British Columbia and Universal is not aware
of any attempt by Energy Retailers to persuade natural gas LDCs to implement Contest Periods in British Columbia.
However, British Columbia LDCs will only enrol a customer already receiving service from an incumbent Energy
Retailer with a different Energy Retailer on the anniversary date of a customer's Energy Contract. This effectively
eliminates the ability of a customer to switch from one Energy Retailer to another during the first year of the
customer's Energy Contract,

In Michigan, LDCs will switch a customer to a competing Energy Retailer if a customer has entered into an
Energy Contract with that competing Energy Retailer.

Changes to Prices

In Ontario and Michigan, Energy Retailers are permitted to adjust the prices charged to customers on a
monthly basis. In British Columbia, prices may be adjusted only once a year subsequent to the first year of the
Energy Contract. Because Universal enters into fixed price Energy Contracts with its customers, the ability to adjust
the prices charged to customers under applicable regulatory requirements is not particularly relevant to Universal,
except in connection with initial discount periods that Universal offers customers from time to time. These rules
would become more relevant if Universal were to determine in the future to offer its customers an opportunity to
adjust the cost of their electricity or natural gas under their Energy Contracts pursuant to a new product offering.

Relationship with Sempra

Sempra is one of North America's largest full-service energy trading companies. Sempra markets and trades
physical and financial energy products: crude oil and refined products, natural gas and natural gas liquids, power,
coal, emissions and ethanol. Sempra has more than 1,200 customers worldwide. Sempra’s customer base includes
most of the major oil, gas and power companies in North America, Europe, Asia and South America.

Sempra has been Universal's exclusive supplier of Electricity Swaps and natural gas since inception.
Sempra is currently a shareholder of the Company. See "Principal Holders of Common Shares". For information
regarding Universal's agreements with Sempra, see "Principal Agreements — Principal Agreements of Universal”.

Competition

Universal does not view the LDCs as true competitors because they do not actively seek to obtain and/or
retain customers, but rather are suppliers of last resort for customers. Universal also views LDCs as service
providers to Universal. The LDCs are currently not permitted to make a profit on the sale of electricity and natural
gas to their supply customers. With respect to Energy Retailers supplying residential and small to mid-size
commercial customers with natural gas, management believes that Universal's largest competitors in Ontario are
Direct Energy Marketing Limited, a wholly owned subsidiary of Centrica plc and Energy Savings Income Fund.

Competition in Universal's target electricity market in Ontario is currently more limited than in the natural
gas market in Ontario. While many Energy Retailers entered the electricity market when it was first deregulated in
2000, subsequent to the November 11, 2002 Action Plan, many Energy Retailers operating in Ontario either sold
their electricity businesses or terminated marketing electricity. With respect to Energy Retailers supplying
residential and small to mid-size commercial customers with electricity, Universal's largest competitors in Ontario
are Direct Energy Marketing Limited and Energy Savings Income Fund. Although there are approximately 15
AGS's licensed in Michigan, management believes that it is the only AGS to provide a five year, fixed-price product
in the Michigan market. The other AGS' licensed in Michigan offer more short-term, fixed and variable price
products to customers.
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Energy Source Competition

Management believes that natural gas enjoys advantages over other fossil fuels, including the fact that it is
readily available through vast transmission and distribution systems and has significant environmental advantages
compared to cther fossil fuels. However, the price advantage which natural gas enjoys over these other forms of
energy will be diminished if the price of natural gas increases and, to the extent that consumers have the capacity to
switch to the use of other forms of energy, such increases in the price of natural gas (relative to the alternatives)
could result in other sources of energy providing more significant competition to Universal's natural gas offering.
With regard to Universal's customer base, while some of its mid-size industrial and commercial customers may be in
a position to select an alternate energy source, this option would normally not be available to its residential, small to
mid-size commercial and small industrial customers without significant capital cost. Accordingly, while major
industrial users (a market segment not served by Universal), can indeed change from one source of energy to another
to take advantage of commodity price differentials, this requires installation of equipment which is generally not
economic for residential or small to mid-size commercial and small industrial users.

The alternatives to the use of LDC supplied electricity, such as self-generated solar or geothermal power,
require significant capital expenditures and are not widely used in the market segments served by Universal.
Management does not anticipate that these or other alternative sources of power will compete with L.DC supplied
electricity in the near or medium term.

Seasonality

Universal recognizes revenues for natural gas sales based on customer consumption. Natural gas
consumption by Universal's customers is typically highest in October through March and lowest in April through
September. Electricity consumption is typically highest in January through March and July through September and
is lowest in April through June and October through December. As a result, management expects that revenues will
typically be highest in the first calendar quarter and lowest in the second calendar quarter. The seasonality of
natural gas customers' consumption does not create any variability in cash flows as Universal purchases for delivery
to LDCs a pre-determined fixed amount of natural gas per month and receives monthly payment for the delivered
amount irrespective of actual customer consumption. The seasonality of customers’ electricity consumption creates
variability in monthly cash flow because ¢lectricity is consumed upon delivery and payments received from LDCs
are based on consumption.

Properties
As at September 30, 2008, Universal leased approximately 42,639 square feet of space, of which 21,678
square feet is used for Universal's head office and customer service centre and the balance is used as marketing

offices. Universal has entered into the following leases of real property:

Location Square Feet Function Term

25 Sheppard Avenue West 21,678 Head Office 5 year term expiring in July 2011
Suite 1605 and Suite 1700
Toronto, Ontario

245 Fairview Mall Drive 6,059 Marketing Office 2 year term expiring in July 2410
Suite 203
Toronto, Ontario

245 Fairview Mall Drive 2,889 Marketing Office 2 year term expiring in July 2010
Suites 101, 202
Toronto, Ontario

50 Richmond Street East 3,635 Marketing Office 5 year term expiring in July 2011
Suite 112
Oshawa, Ontario
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Location Square Feet Function Term
Airport Square 3,200 Marketing Office 5 year term expiring May 2012
1200 W 73" Avenue
Vancouver, British Columbia
30555 Southfield Road 2,280 Marketing Office 39 month term expiring April 2009
Suite 440
Southfield, Michigan
One Executive Blvd 2,898 Marketing Office 5 year term expiring March 2013

Yonkers, New York

Environment

Universal does not take physical custody or control of electricity or natural gas or any facilities used to
transport it, and passes title to the natural gas sold to its customers at the same point at which it accepts title from
Sempra. Therefore, management is of the view that there is no potential liability to Universal for natural gas leaks or
explosions during transmission and distribution.

Employees and Independent Sales Agents

Universal employed 220 persons as at September 30, 2008. Approximately 712 Independent Contractors
were engaged at September 30, 2008 in the door-to-door marketing of Energy Contracts.

OVERVIEW OF THE ETHANOL INDUSTRY
Ethanol Industry Overview

Ethanol is a clean-burning, renewable fuel made from agricultural products such as wheat, corn and other
grains. Ethanol was first used in early combustion engines, including Henry Ford's Model T. However, during the
1920s, gasoline became the motor fuel of choice, and ethanol became primarily a gasoline additive. In 1979, the
U.S. Cengress established an ethanol program to stimulate the rural economy and reduce the U.S.'s dependence on
imported oil. The production and use of ethanol as a motor fuel in the United States and in Canada has increased
continuously since that time.

North America represents a single integrated market for ethanol much the same as it does for oil and
natural gas. However, there is some regionalization within this single market due to factors such as the size of the
market in some regions, the effect of transportation costs on the market in some regions, and the existence of
incentive programs and regulatory mandates that are specific to certain states and provinces.

Primary Uses of Ethanol

Ethanot is primarily used as a gasoline fuel additive to lower the lifecycle emissions of greenhouse gases.
The lifecycle emissions from the production and combustion of ethanol are significantly lower than the lifecycle
emissions from the production and combustion of gaseline. "Lifecycle emissions” refers to the greenhouse gas
emissions related to all processes in the production and consumption of a fuel. In the case of ethanol, it refers to the
greenhouse gas emissions resulting from the production of feedstock (typically wheat or corn), the conversion of the
feedstock to ethanol, and the combustion of ethanol. Ethanol has alse gained wide acceptance as a replacement for
the fuel additive methyl tertiary butyl ether (MTBE), which has been banned in certain jurisdictions due to concerns
regarding its impact on the environment. As a gasoline blendstock, ethanol functions as an octane enhancer, a clean
air additive and a fie] extender,

Greenhouse Gas Emissions Reduction — When ethanol is produced from renewable feedstocks such as
wheat or corn, the greenhouse gas emissions are reduced on a full lifecycle basis. The use of renewable fuels such as
ethanol in place of fossil fuels represents an effective means of reducing greenhouse gas emissions in the
transportation sector.
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Octane Enhancer — Pure ethanol possesses an average octane rating of 113 (compared to regular unleaded
gasoline's average octane rating of 87). Blending ethanol with gasoline enables refiners to conform lower octane
blendstock to gasoline standard, while also expanding the volume of fuel preduced. In addition, ethanol is
commonly added to finished regular grade gasoline at the wholesale terminal as a means of producing higher octane
mid-grade and premium gasoline. Ethanol represents one of the few commercially viable sources of octane
enhancement available to refiners.

Clean Air Additive — A clean air additive is a substance that, when added to gasoline, reduces tailpipe
emissions and improves air quality characteristics, Ethanol contains 35% oxygen, approximately twice that of
MTRBE, a historically used oxygenate. The additional oxygen found in ethanol resuits in more complete combustion
of the fuel in the engine cylinder, which reduces tailpipe emissions by as much as 30%. Ethanol, which is non-toxic,
water soluble and biodegradable, replaces some of the harmful gasoline components, including benzene.

Fuel Extender — Ethanol exiends the volume of gasoline by the amount of ethano! blended with
conventional gasoline, thereby reducing the use of crude oil and refined products. Furthermore, ethanol is easily
added to gasoline after the refining process, reducing the need for large, capital intensive capacity expansion
projects at refineries.

Supply and Demand for Ethanol in North America

Demand

Management believes that the North American ethanol industry will continue to grow as a result of a
variety of factors, including government mandated renewable fuel usage and periodic constraints on North American
petroleum refining capacity.

U.S. Demand

In the United States, the RFS established minimum nationwide levels of renewable fuels (ethanol, biodiesel
or any other liquid fuel produced from biomass or biogas) to be included in gasoline as part of the Energy Policy Act
of 2005, The RFS requires an increase from approximately 7.5 billion gallons of renewable fuels usage in 2006 to
approximately 10.0 billion gallons in 2009. The RFA expects ethanol to account for the largest share of renewable
fuels produced and consumed under the RFS.

Canadian Demand

The provinees of Saskatchewan, Ontario and Manitoba have introduced regulations that will require gasoline sold in
their respective provinces to be comprised of between 5% and 10% ethanol. Recently announced programs for
Alberta and British Columbia will require an additional 5% ethanol blend commencing early in 2010 in the case of
Alberta and on January 1, 2010 in the case of British Columbia. In addition, the Govemment of Canada announced
its intention to introduce a 5% biofuels strategy for Canada, which it expects to be fully implemented by 2010. If
implemented as proposed, the program will require gasoline sold in Canada to be comprised of at least 5% biofuel.
Overall demand is expected to be approximately 2.6 billion litres annually, commencing in 2010.

Supply
U.S. Supply
According to the RFA, there are approximately 165 ethanol plants operating in the United States (which are

predominantly corn based and primarily concentrated in the mid-western region of the United States) capable of
producing approximately 10.0 billion gallons of ethano! per year.
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Canadian Supply

Canadian ethanol accounted for only 0.5% of world ethanol production in 2005. The ethanol industry in
Canada consists of only eight production facilities, all of which are either corn or wheat based. Currently, the top
three producers in Canada account for approximately 75% of the ethanol production capacity in Canada.

Management estimates that Canadian ethanol production capacity in 2008 is approximately 1.6 billion litres
and that in 2010, the demand for ethanol in Canada will exceed 2.6 billion litres.

North American Ethanol Plants

The location of U.S. ethanol plants has historically been concentrated in the mid-western region of the U.S.
where abundant agricultural supplies exist. As a result, early U.S. ethanol sales were dominant in this region. Today,
ethanol demand is driven by gasoline demand. As a consequence, ethanol demand is nation-wide.

Corn fed ethanol plants are expected to supply all of the demand for ethanol in eastern Canada, whereas
wheat and corn are expected to be the primary supply source for ethanol in western Canada. In addition, there are no
regulatory impediments to the sale of ethanol produced in Canada to the U.S. market or to the sale of ethanol
produced in the U.S. to the Canadian market.

Ethano) Pricing

Generally, ethanol delivered to customers is priced in accordance with one of the following methods: (i) a
negotiated fixed contract price per gallon, (ii) a price per gallon based on an average spot value of ethanol at the
time of shipment plus or minus a fixed amount, or (iii) a price per gallon based on the market value of wholesale
unleaded gasoline plus or minus a fixed amount. The recent price reduction in the energy markets, for both the spot
value of ethanol and the market value of unleaded gasoline, has resulted in much lower prices for ethanol.

Ethanol Production Process

In North America, ethanol is currently produced mostly from starch containing crops such as corn, wheat
and milo, Several plants use a waste sugar stream from another industrial plant such as a sulphite pulp mill, a
brewery, cheese factories, potato processors and other food processing plants. However, the dominant feedstock is
corn. The basic process involves the enzymatic hydrolysis of starch to sugars and the fermentation of the sugars to
ethanel via yeast. The weak ethanol solution known as beer is then distilled and dried to produce anhydrous ethanol,
which is suitable for blending with gasoline. There are a number of process variations that are employed, such as dry
or wet milling and batch or continuous fermentation,

Most new ethanol plants being considered are dry mill ethanol plants because these plants have lower
capital costs and produce fewer co-products.

The major steps in the dry milling process are summarized below.
*  Grain Unloading. Trucks deliver wheat to the plant directly from farms or from grain elevators.

¢ Milling. The wheat passes through a grain milling system which mills the wheat into a fine powder called
"meal". A cyclone or baghouse dust collector eliminates grain dust during milling.

*  Liquefaction. The meal is mixed with water and the enzyme alpha-amylase. This mixture then passes
through cookers, where the starch is liquefied. Heat is supplied at this stage of the process to enable
liquefaction. :

®  Saccharification. The mash from the cookers is cooled and the secondary enzyme gluco-amylase is added
to convert the liquefied starch into fermentable sugars. This process is called "saccharification".

*  Fermentation. Yeast is added to the mash to ferment the sugars into ethanol and carbon dioxide.



30

e Distifigtion. The fermented mash, called "beer", contains approximately 12.5% ethanol by volume and the
non-fermented solids from the wheat and the yeast cells. The beer mash is pumped into a continuocus flow,
multi-column distillation system where the ethanol is separated from the solids and water. The ethanol
leaves the top of the final column at approximately 95% strength and the residual mash, called stillage, is
recovered from the base of the column and is transferred to the co-product processing area.

*  Dehydration. The ethanol then passes through a dehydration system where the remaining water is removed.
The alcohel product at this stage is called "anhydrous ethanol".

*  Co-Product Recovery. Evaporators and natural gas fired ring dryers are used to remove the water from the
stillage and produce the dried distillers grains.

®  Ethanol Storage. The ethanol is then stored in carbon steel tanks until it is delivered to customers.

*  Ethanol and Dried Distillers Grains Load-out. Trucks and railcars transport the ethanol and dried distillers
grains to customers.

Wheat versus Corn Ethanol

Ethanol produced from starchy grains, such as wheat or corn, is identical in composition and properties.
The different composition of the feedstock dees have some impact on the quantity of ethanol and distillers grains
produced and on the compesition of the distillers grains. Most varieties of wheat have a lower starch content than
com (approXimately 65% versus approximately 70%). As a result, approximately 12% more wheat (in terms of
volume) is required to be processed to produce the same volume of ethanol. However, this results in about 11%
more distillers grains being produced. Distillers grains are a co-product of the ethanol process which are sold
primarily for livestock and dairy feed. The protein content of wheat distillers grains is higher than comn distillers
grains, making it a more valuable ingredient for livestock feed.

There are some minor design changes that must be made to an ethanol plant to efficiently process wheat.
Management estimates that these changes increase the capital cost of the plant compared to a corn plant by
approximately 15%. However, wheat based ethanol plants generally have lower operating costs, which more than
compensate for the higher start-up capital costs. In addition, wheat based ethanol plants can also process cormn
feedstock with no loss of efficiency or capacity, whereas a corn plant could be expected to suffer some throughput
loss when processing wheat.

Supply of Wheat

Management believes that there is an ample supply of wheat production in Canada to support the growth of
the Canadian ethanol industry. The Belle Piaine Facility is situated in the heart of Canada's grain belt. Saskatchewan
produces more wheat than any other Canadian province. According to Agriculture and Agri-Food Canada and
Saskatchewan Agriculture and Food, on average, Saskatchewan produces approximately 50% of Canada's annual
wheat crop.

Canadian wheat production is planted with the intention of producing milling quality wheat, but in most
years a portion of the crop is downgraded to feed quality due to adverse growing conditions. This feed quality wheat
has traditionally been used for ethanol production. Other varieties of wheat, such as Canadian Prairies Spring and
Canadian Soft White Spring, provide producers with a higher yield. These wheats have a higher starch content and
are better suited to ethanol production. As a result of the development of a larger domestic ethanol industry,
management expects the production of these varieties of wheat to increase, which will increase overall wheat
production in Canada.

Wheat pricing is primarily affected by growing conditions and fluctuations in demand from different
geographic regions of the world. Overall wheat inventories declined throughout 2006 and 2007 supporting higher
wheat prices, In the past, high wheat prices have typically resulted in farmers seeding more wheat acreage. This was
realized as the recovery of wheat inventories in 2008 has reduced wheat prices significantly from their levels in
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2007. Since ethanol production from wheat sources is extremely small, Management currently sees no material
correlation between increasing ethanol production and wheat demand.

Ethanol Co-Products
Distillers Grains

Distillers grains, a co-product of the dry-mill ethanol preduction process, are the concentrated nutrients
(protein, fat, fibre, vitamins and minerals) remaining after starch from corn or wheat is converted into ethanol.
Distillers grains may be sold as wet distillers grains or, after drying in natural gas fuelled driers, as dried distillers
grains. Ethanol producers are typically able to sell distillers grains as livestock and dairy feed, which provides them
with an additional source of revenue.

The price of distillers grains varies based on prevailing supply and demand factors.

Carbon Dioxide

The ethanol production process also produces carbon dioxide. Carbon dioxide is a potentially harmful
greenhouse gas, however, the net effect of the production of carbon dioxide during the ethanol production process is
generally believed to be largely offset by the intake of carbon dioxide by the wheat, corn or other feedstock used to
create ethanol. Because ethanol is produced using a bioprocess, the carbon dioxide generated from the creation of
ethanol is not controlled by the Kyoto Protocol established under the United Nations Framewerk Convention on
Climate Change,

Some ethanol plants capture and compress carbon dioxide for sale to industrial and food markets.
Management does not expect to have a market for its carbon dioxide production in the near future. However,

management believes that there is potential for a market to develop in western Canada where carbon dioxide is used
as an oilfield flopding agent.

Government Legislation and Regulation
The Canadian ethanol industry is impacted by provincial and federal legislation, in particular:

+ The governments of Saskatchewan, Ontario and Manitoba mandate the use of ethanol in gasoline sold in
their respective provinces..

+ The government of Canada provides up to a $0.10 per litre excise tax remission for the use of ethanol in
gasoline in Canada.

+ The governments of British Columbia and Alberta also provide an exemption from fuel taxes for ethanol
used in gasoline in their respective provinces. Alberta announced its intention to replace this tax exemption
with an ethanol producer payment.

¢ Ethanol plants in Canada must be licensed with the Canadian Grain Commission if they purchase grain
directly from producers.

= Ethanol plants in Canada must obtain a licence under the Federal Excise Act (Canada).

e Wheat-based ethanol plants must obtain permission from the Canadian Wheat Board if they export wheat-
based distillers grains from Canada.

¢ Ethanol plants must obtain operating permits similar to other industrial operations. The required permits
can vary from province to province.

« Ethanol imported into Canada from non-NAFTA countries (such as Brazil) is subject to a duty of $0.0462
per litre.
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BUSINESS OF TGF

General Overview of TGF

TGF has completed the construction of .its ethanol facility located in the rural municipality of Pense
No. 160, near Belle Plaine, Saskatchewan, which is approximately 45 kilometres west of Regina. The Belle Plaine
Facility is designed to produce approximately 150 million litres of ethanol and approximately 165,000 tonnes of
dried distillers grains annually. TGF markets its ethanol production to large credit worthy gasoline producers and
marketers throughout Canada and the United States, primarily as a gasoline additive to fulfill jurisdictional blending
requiremnents. TGF sells its distillers grains to the livestock industry throughout Western Canada and the US Pacific
Northwest. Distribution of the ethanol and distillers grains is primarily be by rail and truck. The Belle Plaine Facility
requires approximately 400,000 metric tonnes of wheat per year.

The Belle Plaine Facility is the largest single wheat designed ethanol production facility in western Canada.
History of TGF

TGF was incorporated in April 2006. In July 2006, TGF obtained a commitment for the TGF Credit
Facility in the amount of $50 million with a syndicate of lenders. In August 2006, TGF entered into the TGF
Debenture Purchase Agreement pursuant to which the TGF Debentureholders agreed to purchase up to $40 million
aggregate principal amount of TGF Debentures. In September 2006, TGF entered into the fixed price EPC Contract
with the Contractor for the design, engineering, procurement, construction and commissioning of the Belle Plaine
Facility. In October 2006, TGF entered into the Licence Agreement with its technology provider, Deita-T, wherein
Delta-T granted TGF the right to use Delta-T's technology for the purposes of constructing, building and the
ongoing operation of TGF's Belle Plaine Facility and the repair, maintenance, optimization and enhancement of the
Belle Plaine Facility. See "Principal Agreements — Principal Agreements of TGF".

Belle Plaine Facility
Overview

The Belle Plaine Facility is designed to produce approximately 150 million litres of ethanol and
approximately 165,000 tonnes of dried distillers grains annually.

TGF's primary product is ethanol. TGF's Belle Plaine Facility produces ethanol by using a dry-miil process,
which yields approximately 365 litres of ethanol per metric tonne of wheat. The dry-mill ethanol production process
also produces distillers grains as a co-product. In the dry-mill process, each metric tonne of wheat yields
approximately 397 kilograms of distillers grains.

Net Operating Costs

The primary costs that TGF incurs to operate the Belle Plaine Facility include wheat, processing supplies
(such as enzymes, yeast and other chemicals), natural gas, electricity and other miscellaneous operating costs, such
as repairs and maintenance, water supply, waste management and denaturant. ‘

For purposes of its business plan, management estimated TGF's primary operating costs based on, among
other things, the historical and forward pricing estimates for the commodities required to preduce ¢thanol and the
historical and forward pricing for certain commodities whose prices are correlated to the commedities required to
produce ethanol.

Belle Plaine Facility Overview

The Belle Plaine Facility is comprised of the following low elevation, self-contained structures:

s Administration Building. An administration office provides approximately 3,400 square feet of office
space. An employee parking area is focated adjacent to the office building.
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®  Truck Scales. Truck scales are located near the administration office. The scales are used for scaling
inbound and outbound trucks.

*  Maintenance Building. A maintenance building allows for on site maintenance and repairs.

®  Grain Storage Area. A grain storage area features a covered truck dump pit, two primary corrugated steel
grain storage bins, smaller secondary steel grain bins and screenings bins and associated milling equipment,
including a scalper, grain milling equipment and a dedicated dust collection system. TGF's grain storage
area is capable of storing enough grain to supply the Belle Plaine Facility for approximately 40 days.

®  Main Processing Building, The main processing building, housing first stage processing equipment. The
Belle Plaine Facility includes a staff lunchroom, a control room, an electrical room, lockers, washrooms
and a quality control laboratory.

*  Fermentation Area. Four stainless steel fermentation tanks and one beer well are located adjacent to the
main processing building.

®  Dried Distillers Grains Dryer Area. The dried distillers grains dryer system consists of two vertical ring
flash dryers and IS housed within an open structural steel frame.

®  Urility Building. The utility building is located adjacent to the main processing building and houses
ancillary equipment, including boilers, air compressors and water conditioning equipment.

s Dried Distillers Grains Storage Area. The dried distillers grains storage building is located adjacent to the
rail tracks and provide 10 days of dried distillers grains surge capacity. Two dried distillers grains load-out
bays are attached to the building to facilitate the loading of trucks and rail cars. This is a self-contained
facility.

®  Ethanol Storage and Load-out. The ethano! storage and load-out area is located adjacent to the rail track,
and provides both rail car and truck tanker loading access. TGF's ethanol storage area is capable of storing
approximately 7.2 million fitres of ethanol, representing approximately 18 days of ethanol preduction from
the Belle Plaine Facility.

e Urilities. Utility supply to the facility did not require major infrastructure changes due to the current level
of development. All major utilities, including natural gas, power, water and telephone, currently run
directly adjacent to the property.

Raw Materials

The principal raw materials that TGF's Belle Plaine Facility requires are wheat and natural gas.

Wheat

TGF's principal raw material is wheat. When fully operational, the Belle Plaine Facility will require
approximately 400,000 metric tonnes of wheat per year in order to produce 150 million litres per year of ethanol.
TGF has contracted directly with farmers for fixed priced deliveries with the majority under two year contracts.

Natural Gas

TGF's ethanol production also requires significant quantities of natural gas, which has historically been
subject to volatile market conditions. Natural gas prices and availability are affected by weather conditions and
overall economic conditions. When operating at capacity, the Belle Plaine Facility will require approximately 42.8
miilion m® of natural gas per year. TGF has entered into natural gas supply arrangements for the supply and delivery
of its natural gas requirements.
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Marketing

The market demand for ethanol in Canada is currently dominated by the demand for ethanol blended
gasoline in the provinces of Ontario, Saskatchewan and Manitoba due to the existence of government mandated
programs that require the use of biofuel blended gasoline. By 2010, British Columbia, as well as Alberta, will
require provincial blending requirements in addition to the Canadian federal government's publicly announced
gasoline mandate which requires 5% renewable fuels. Management believes that ethanol is currently the only
commercially viable renewable fuel available to satisfy this requirement. The primary buyers of ethanol will
therefore be entities involved in the refinement, aggregation and distribution of gasoline, such as large oil
companies. Because ethanol will be blended with gasoline at or near refineries, ethanol will need to be delivered to
areas where gasoline refineries are located.

Because the Belle Plaine Facility is strategically located less than two miles from the TransCanada
Highway and rail access is readily available on site, with service from both Canadian National and Canadian Pacific
rail lines, management believes that TGF is well positioned to deliver its products to all of these markets and to
access markets located in other parts of North America.

Ethanol

Ethanol is generally sold through short-term contracts. Ethanol is generally priced using onc of three
methodologies: a negotiated fixed price, a price based upon the spot market price of ethanol at the time of shipment
plus or minus a fixed amount, or a price based upon the price of wholesale gasoline plus or minus a fixed amount.
The recent price reduction in the energy markets, for both the spot value of ethanol and the market value of unleaded
gasoline, has resulted in much lower prices for ethanel.

Distillers Grains

Management anticipates that approximately 18% of the revenue generated by the Belle Plaine Facility will
be derived from the sale of distillers grains. TGF currently sells its high protein distillers grains into western North
American markets and is in negotiations for product sales to Asia.

Transportation

TGF receives wheat by truck and ships ethanol and distillers grains principally by rail and by truck. The
Belle Plaine Facility is located less than two miles from the TransCanada Highway and rail access is readily
available on site, with service from both Canadian National and Canadian Pacific.

Hedging

TGF will (to the extent practicable) hedge against changes in prices of key inputs (such as wheat and
natural gas) and key outputs (such as ethanol and distillers grains). TGF hedges its primary commodity risks directly
through a combination of futures contracts, derivatives (including options) and fixed price physical contracts. TGF
may also enter into hedging transactions in respect of commodities whose prices are correlated with TGF's key
inputs and outputs.

Competition

The largest Canadian ethanol producers are Suncor, Husky Energy and GreenFields Ethanol. If TGF sells
ethanol in the United States, it will compete with Archer Daniels Midland Company, which is the single largest
producer in the ethanol industry and others. The North American ethanol industry alse includes many small,
independent firms and farmer-owned cooperatives. Management believes that the Belle Plaine Facility's capacity
will generally be comparable to the capacity of the facilities owned by TGF's primary competitors. Recently, there
has been considerable consolidation of ethanol producers in the United States as a result of declining commodity
prices and tightening credit markets with the result that there will be fewer preducers and limited new plant
capacity coming onstream in the foreseeable future.
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TGF believes that its ability to compete successfully in the ethanol production industry depends upon many
factors, including price, reliability of its production processes and delivery schedule, transportation costs and volume
of ethanol produced and sold.

With respect to distillers grains, TGF competes with other cthanol producers, as well as a number of large
and small suppliers of competing livestock and dairy feed. TGF believes the principal competitive factors are price,
proximity to purchasers and product quality.

Seasonality

Subsequent to the construction of TGF's Belle Plaine Facility and the commencement of ethanol
production, TGF anticipates that its operating results may be influenced by seasonal fluctuations in the price of its
primary operating inputs, wheat and natural gas, and the price of its primary product, ethanol.

Properties

TGF owns the land on which it has built the Belle Plaine Facility and leases 1,514 square feet of head
office and administrative space. TGF has entered into the following leases of real property:

Location Square Feet Function Term

1570, 2002 Victoria Avenue 1,514 Head Office Five year term expiring on
Regina, Saskatchewan July 30, 2011
Environment

TGF is subject to various federal, provincial and local environmental laws and regulations, including those
relating to the discharge of materials into the air, water and ground; the generation, storage, handling, use,
transportation and disposal of hazardous materials; and the health and safety of its employees. These laws and
regulations require TGF to obtain and comply with numerous environmental permits to construct and operate its
Belle Plaine Facility. These laws, regulations and permits can often require expensive pollution control equipment or
operational changes to limit actual or potential impacts on the environment. A violation of these laws, regulations or
permit conditions can result in substantial fines, natural resource damage, criminal sanctions, permit revocations
and/or facility shutdowns. TGF does not anticipate a material adverse effect on its business or financial condition as
a result of its efforts to comply with these requirements. TGF also does not expect to incur material capital
expenditures for environmental controls in this or the succeeding fiscal year. See "Risk Factors — Risks Related to
our Ethanol Business — Environmental, Health and Safety Laws, Regulations and Liabilities".

Employees

As of September 30, 2008 TGF had 41 employees.

BUSINESS OF NEC
General Overview of NEC
On April 14, 2008, the Company, through its wholly-owned subsidiary, National Energy Corporation,
began marketing a water heater rental programme to residential customers in Ontario under the trade name "National

Heme Services" ("NHS").

NHS rents, installs and services water heaters. At September 30, 2008, it rented water heaters to
approximately 7,000 residential customers in Ontario.
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Description of the Business
Strategy

NHS plans te continue to grow its water heater rental business primarily using the same sales infrastructure
used in Universal's retail energy business and through the installation of NHS water heaters in the new home
construction market.

The Canadian water heater rental market is currently limited primarily to Ontario where, for reasons
described below, homeowners have generally elected to rent rather than buy water heaters.

NHS operates principally in the Durham and Greater Toronto Areas. To date, NHS solely operates in the
Enbridge Gas Distribution franchise territory ("EGD Territory"). NHS's primary competitor within the EGD
Territory is Direct Energy Marketing Limited ("Direct Energy”).

Although there continues to be some replacement of electric, oil and propane water heaters with gas
appliances, the majority of NHS' water heater rental growth is currently a result of replacement water heaters in the
existing home market and new home construction. NHS' primary customer base is in the detached and semi-
detached markets, although it does have some customers in other housing types (such as row houses and
apartments).

Competition

For customers connected to the gas distribution system, there are three principal alternatives to renting water
heaters from NHS; owning their water heaters; renting their water heaters from a competitor; and using non-gas
fuelled water heaters. More specifically, the major sources of competition are set out below:

* A principal area where NHS faces competition is in the new home construction market. NHS' main
competitors in this area are Direct Energy and Reliance Home Comfort (formerly UE Waterheater Income
Fund).

= Direct Energy and Reliance Home Comfort provide water heater rental program for Ontario residents,
which operate substantially the same way as NHS' water heater rental program. Direct Energy is NHS'
principal competitor in the EGD Territory. Reliance Home Comfort has historically operated outside of the
EGD Territory but competes in the new home construction market in the EGD Territory.

»  Customers may elect to purchase their own water heater rather than rent, principally from small heating,
ventilating and air-conditioning contractors or larger retailers, Larger retailers offering water heaters for
sale include Canadian Tire, Home Depot, Rona-Lansing and Sears. Customers may also buy-out their
rented water heaters at prescribed prices.

+  Some residents in Ontario prefer to rent or own electric or propane fuelied water heaters even when the
property is connected to the gas distribution system. As an example, affiliates of municipal electricity
utilities often operate electric water heater rental businesses. However, this area of competition is
diminishing, as many of these utilities have sold their water heater portfolios and are no longer in the
business of renting such units.

Installation and Support
Territory

The portfolio consists of approximately 7,000 water heaters rented to customers in Ontario. NHS' current
customer and infrastructure base is located principally in Durham and the Greater Toronto Areas.
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Suppliers

HS purchases the majority of its water heaters from one supplier, GSW Inc, NHS is a significant purchaser
of water heaters in Canada and, as such, has been able to negotiate terms of trade with suppliers based on volume
purchases. GSW Inc. provides a range of water heaters, including various tank capacities and venting technologies.
Enhancements and refinements to water heater désign are introduced from time to time to serve customer needs and
preferences or meet regulatory requirements.

Installation and Servicing Capabilities

NHS currently has a mixture of both employees and subcontractors who install and service its water heater
rental portfolio. NHS technicians are available for service calls 365 days per year. The technicians who perform
instaflation and service work for NHS are required to be certified under the TSSA's enabling statute. These
technicians are trained to deal with all potential servicing requirements of the water heater portfolio.

Service Calls

As part of its rental program, NHS will conduct periodic scheduled maintenance of installed water heaters,
The maintenance program is intended to ensure the water heaters operate to manufacturer specifications during the
useful life of the water heater. Water heater service calls are initiated by the customer. NHS' customer management
software system automatically allocates work to the appropriate technician who is dispatched according to proximity
and availability.

Installation of Water Heaters

After a customer has decided to receive water heater rental service from NHS, an appointment is booked
with one of NHS' installation technicians. Customers are given a choice of size of their new water heater, although
the type of equipment is often determined by the house and service access,

Installation — New Home Construction

All water heaters installed in newly-constructed housing are installed by the HVAC contractor of the
builder developing the property. All of these contractors must also be certified by the Toronto Safety Standards
Association,

Customer Services; Billing
Customer Services Agreement

NHS, through its employees, provides all customer service functions except billing and collection in the
EGD Territory. NHS has contracted with Enbridge Gas Distribution ("EGD") under the Open Bill Access
Agreement ("OBA™) within the EGD Territory.

Billing in the EGD Territory

In 2006, EGD was ordered by the OEB to bring forward a comprehensive "Open Bill" solution that would
enable energy service providers to access the EGD bill. EGD presented its comprehensive Open Bill solution to the
OEB in 2007 which was accepted on an interim basis. The Open Bill Agreement that EGD and NHS entered into the
OBA effective April 30, 2008. Under the OBA, EGD provides billing and collection services to NHS in the EGD
franchise area in Ontario until Cycle Day 21, for the month of March, 2009, unless terminated prior to such date in
accordance with its terms. The OBA will be automatically renewed for successive terms of one year unless either
NHS or EGD gives not less than six months prior notice of non-renewal. Under the OBA, NHS is entitled to receive
from EGD, subject to certain exceptions, 99.5% of all amounts (the "EGD Payment") invoiced to customers on the
EGD bill. The OBA may be terminated by EGD at any time upon (i) NHS failing to perform or observe any of its
obligations under the OBA or the New Receivables Trust Agreement or being in breach of any representation or
warranty made thereunder and such failure or breach not being remedied within 30 days of notice thereof; (ii) the
occurrence of various insolvency and bankruptcy events in respect of NHS; (iii) NHS ceasing to be a party to the
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New Receivables Trust Agreement; (iv) the enforcement of any execution, distress or other enforcement process that
would have a material adverse effect on the financial viability of NHS; and (v) 30 days prior notice, upon the
occurrence of a regulatory change established by a governmental authority which causes, results in, requires or
necessitates such termination. In connection with the expiration or termination of the OBA for any reason, EGD will
cooperate with NHS to effect the orderly transition and migration from EGD to NHS of all the billing services then
being performed under the OBA for a reasonable period of time, not to exceed 18 months.

New Receivables Trust Agreement

EGD, NHS, CIBC Mellon, as trustee, and Acennture Business Services ("ABSU"} as servicer, among"
others (including other billers), entered into a proceeds transfer, servicing and frust agreement (the "New
Receivables Trust Agreement”") effective March 10, 2008, transferred their interest in proceeds received from their
respective receivables billed on an EGD bill to CIBC Mellon, which proceeds are deposited by ABSU on behalf of
CIBC Mellon into a designated account held in trust by CIBC Mellon for the benefit of EGD, NHS and the other
billers. On each business day, proceeds on deposit in such account are allocated by ABSU in accordance with an
allocation formula set forth in the New Receivables Trust Agreement and are to be withdrawn and paid by CIBC
Mellon to EGD on such day and to NHS and the other billers on the 21st day after such day. The allocation formula
essentially provides that NHS and the other billers will receive, out of the account, 99.5% of the amount billed on an
EGD bill with certain structural safeguards in relation to payments as between NHS (and the other billers) and EGD.
In exchange for and upon receipt of the EGD Payment, NHS will transfer to EGD its entitlement to the distributions
under the New Receivables Trust Agreement in respect of those receivables for which the EGD Payment has been
made. To the extent NHS does not receive an EGD Payment in respect of any of the receivables, it will, instead,
receive the distribution entitlement in respect of such receivables pursuant to the above described allocation formula
under the New Receivables Trust Agreement. The New Receivables Trust Agreement may be terminated at any time
upon (i) the termination of the servicer at the direction of EGD, if a successor is not appointed by EGD; (ii) notice to
the other parties if EGD is prohibited by a governmental autherity from participating as a beneficiary under the New
Receivables Trust Agreement; or (jii) the termination of the OBA (unless EGD determines otherwise). Pursuant to
the New Receivables Trust Agreement, the Fund will be responsible for the fees and expenses of ABSU and CIBC
Mellon.

Billing Outside the EGD Territory
NHS does not currently have any customers outside of the EGD Territory.
Removal of Water Heaters

There are a limited number of circumstances where water heaters will be removed from the Portfolio. These are
as follows:

« end of the useful life of the water heater;
*  customer termination of the Custodial Rental Contract {"customer terminations"); and
*  customer acquisition of the water heater ("buy-outs").
End of Useful Life
NHS entered the water heater rental market in 2008. It has installed new water heaters in its customers'
homes and as such, it does not have any water heaters that have reached the end of their useful life. Based on the
experience of the manufacturer and other rental water heater providers, NHS estimates the water heaters have a
useful life of approximately 15 years.
Customer Terminations
A customer may terminate its water heater rental at any time by notifying NHS. If this occurs, and unless

the customer elects to buy the water heater, either NHS will remove the water heater from the customer's premises
or the customer may return it.. In either case, a termination charge will apply if the customer chooses to remove the
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tank prior to the 15 year rental term. If a customer elects to terminate its rental agreement, NHS will stop billing the
customer for rental services upon receiving the termination charges. In almost all cases, it is not economically viable
to refurbish and re-install used equipment.

Buy-outs

Customers seeking to terminate their rental arrangement may also choose to buy the installed water heater
rather then have it removed. NHS specifies a buy-out rate that customers are charged to buy their installed water
heater. The number of buy-outs and customer terminations has been immaterial as NHS has only been operating
since April of 2008.

Summary of Installed Water Heater Rental Arrangements

All installed water heaters are governed by a rental arrangement with the customer. Rental contracts are
either reflected in a signed agreement with the customer or the customer accepts the terms and conditions applied to
NHS' new home construction customers.

NHS® terms and conditions provide that during the useful life of the water heater, NHS will service the
water heater with no service charges or parts replacement charges except in limited circumstances, including
damage caused by the customer and in respect of vent or pipe cleaning, repair or replacement. NHS also commits to
provide a 24-hour per day, 7-days per weeck emergency phone number. All of NHS' customers can transfer their
rental arrangements to subsequent homeowners upon the sale of the customer's home. Currently, the standard
residential real estate purchase and sale agreements in use in Ontario expressly reference the rental of a water heater
where applicable.

In return for the above services provided by NHS, the customer agrees to pay monthly rental charges set by
NHS from time-to-time. At the end of the useful life of the water heater, the customer is not obligated to-rent and
NHS is not cbligated to supply a replacement water heater unless there is mutual agreement to do so. A customer
also has the right to purchase his or her water heater based on NHS' then prevailing buy-out prices, or {0 terminate
his or her rental arrangement with NHS, provided the customer pays the prevailing termination charges.

The Portfolio

The following section contains information concerning WHS' water heater rental portfolio. There can be no
assurance that the data reflected below pertaining to these assets will reflect the Portfolio in the future.

History of the Portfolio of Installed Water Heaters

There are approximately 7,000 residential water heaters under contract with NHS, all of which are located
in Ontario. Current growth in the water heater portfolio can be attributed to NHS' door-to-door marketing efforts.
Future growth will come from this channel as well as new home construction.

Typical Manufacturers' Warranty

Manufacturers' express warranties comprise two elements: parts and labour, and integrity of the tank. Water
heaters in the NHS portfolio are, and have in the past been, typically purchased from manufacturers with express
one year parts and labour warranties and eight year tank failure warranties.

-
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Product Faults

Across the NHS portfolio of water heaters, there are inevitably product and component failures. These failures
are typically attributable to:

*  Normal wear and tear - in these circumstances NHS as Servicer, will be required to service at its own cost
or, if required, remove the water heaters. NHS has not experienced material cost due to normal wear and
tear as all tanks in the portfolio were manufactured within the past year.

*  Manufacturer defects - historically there have been instances where water heaters {or components) have
been subject to recall or a retrofit program for defects inherent in the manufacture or design of the
equipment. On these occasions, NHS has worked with the manufacturer to ensure that the defects are
remedied on a timely basis with the minimum disruption to customers. Where the defect is discovered
when a manufacturer's warranty is still in effect, NHS has typically sought to enforce its rights under the
terms of the warranty.

Properties

As at September 30, 2008, NEC leased approximately 32,905 square feet of space as follows:

Location Square Feet Function Term
360 Frankcom Street 12,685 Warehouse 5 year term expiring March 2013
Ajax, Ontario
59-60 Huxley Road 14,515 Warehouse 5 year term expiring September 2013
Toronto, ON
Unit B, 65 Huxley Road 5,705 Sales/Marketing 5 year term expiring September 2013
Toronto, ON Office

PRINCIPAL AGREEMENTS

Principal Agreements of Universal
Gas Purchase Agreement

Pursuant to the Gas Purchase Agreement, Universal has agreed that Sempra will be Universal's exclusive
supplier of natural gas, subject to certain limited circumstances.

The Gas Purchase Agreement sets forth procedures pursuant to which Universal shall notify Sempra of the
quantity of natural gas that Universal wishes to purchase from Sempra from time to time in order to satisfy the
requirements of Universal's customers. For each purchase and sale of natural gas transaction (each a "Gas
Transaction") that acts as a hedge of Sempra's market price risk with respect to a transaction in respect of natural
gas entered into by Sempra with a third party on terms negotiated by Universal with that third party and acceptable
to Sempra (a "Sleeve Transaction"), the price per GJ is equal to the sum of the following amoeunts: (i) the fixed
price actually paid or received by Sempra per GJ under such Sleeve Transaction (the "Gas Base Price"); plus (ii) all
actual related risk management and delivery expenses incurred by Sempra with respect to the Gas Transaction or the
related Sleeve Transaction, including brokerage commissions, interest costs for required cash margin or other
collateral posted in connection with the Gas Transaction or related Sleeve Transaction, costs for breaking and/or
replacing any hedge, delivery charges, and similar costs and expenses incurred by Sempra divided by the guantity of
natural gas associated with such Gas Transaction to determine the per GJ amount of such costs, expenses and
charges; plus (iii) 3% of the Gas Base Price. For each Gas Transaction that does not act as a hedge of Sempra's
market price risk with respect to a Sleeve Transaction, Universal must pay a price per GJ that is mutually agreed
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between Universal and Sempra (provided that when Universal requests that Sempra offer a price quote in respect of
such a proposed Gas Transaction, Sempra must act in good faith to offer a commercially reasonable price based on
Sempra's assessment of the then prevailing market).

The Gas Purchase Agreement provides that (except for an aggregate outstanding long position in natural
gas maintained by Universal comprised of natural gas purchases with individual tenors of up to five successive years
maintained in respect of marketing programs that when aggregated with any such outstanding long positions in
natural gas maintained by Universal, Universal U.S. and any other affiliate of Universal, shall not exceed 2.5 billion
cubic feet per year), Universal must maintain a matched trading book such that at all times (i) for any fixed price
purchase by it of a volume of natural gas, there is a fixed price sale by it of an equal amount of natural gas with the
same delivery timing and at either the same delivery point or at another delivery point that is also acceptable (at.no
additional cost) to the relevant LDC that will be delivering such natural gas to the Universal customers for whom
such natural gas was purchased, and (ii) for any floating price purchase by it of a volume of natural gas there is a
floating price sale of an equivalent volume of natural gas by it at the same delivery location, with the same delivery
timing and with a price based on the same pricing index.

The Gas Purchase Agreement also provides that Universal may not: (a) directly or indirectly purchase
natural gas from any third party except for (i) natural gas purchased from an LDC for balancing purposes,
(i} natural gas purchased as a resuit of Sempra's failure to meet a delivery obligation, and (ili} natural gas purchased
as a result of the occurrence of an event of force majeure, provided that except for fixed price purchases made for
the balance of the then current month under the circumstances described in paragraphs (ii) and (iii} above, under no
circumstances will Universal be able to purchase natural gas from any third party at a fixed price, and provided
further that Universal and Universal U.S. will be able to sell natural gas to the other subject to the terms of the Gas
Purchase Agreement; (b) directly or indirectly enter into any swap, option or any other financially or physically
settled derivative transaction with any third party; (¢) except to the extent expressly permitted by Sempra, directly or
indirectly, make or own any investment in any entity, including any joint venture, or acquire, by purchase or
otherwise, all or substantially all of the business, property or fixed assets of, or capital stock or other ownership
interest of any entity, or any division or line of business of any entity, or acquire any subsidiary, unless immediately
prior to making such investment, the amount of margin held by Sempra meets certain stated thresholds; (d) subject
to the approval of Sempra, (i) during the first two years following the IPO Closing Date, declare or pay any
dividends or return any capital to its shareholders or make any other distribution to its shareholders, or acquire any
of its own shares or complete any similar transactions (each a "Dividend Event"), and (ii) after the second
anniversary of the IPO Closing Date, cause any Dividend Event to occur that would require a payment of an amount
of cash, interests or property with a current market value that exceeds 75% of the "free cash” (as defined in the Gas
Purchase Agreement) eamed by Universal during such year; provided that Universal shall not cause any Dividend
Event to occur (1) unless immediately prior to such Dividend Event the amount of margin held by Sempra meets
certain stated thresholds, or (2) if a Termination Event (as defined below) has occurred and is continuing under one
or more of the Commodity Agreements; (e) except in the limited circumstances permitted by the Gas Purchase
Apgreement and subject to such agreement, directly or indirectly, enter inte any physically settled natural gas sale
transaction with any third parties involving a fixed price other than where, prior to or contemporaneously with
entering into such transaction, Universal shall enter into a transaction with Sempra that fully hedges the price risk
associated with such fixed price transaction such that such transaction with the third party would be profitable to
Universal; (f) directly or indirectly sell natural gas to any person {other than persons to which Sempra may agree)
that results in such person’s natural gas purchases for Universal to be more than (i) 500 GJs for any single day, or
(i) $500,000 in valiue for any 30 day period, provided that Universal may not sell both gas and electricity to a single
user of more than 250 Gls per day and 1.5 MW per hour except as approved in advance by Sempra; (g) directly or
indirectly enter into any natural gas sales transactions with any person that consumes more than the maximum daily
volume guaranteed by an LDC without the prior approval of Sempra; (h) except to the extent expressly permitted by
Sempra, directly or indirectly sell natural gas to a third party other than an LDC or Universal U.S., where all of the
ultimate purchaser's purchase price of such natural gas is not fully guaranteed by an LDC; (i) market or enter into
financially or physically settled transactions in respect of natural gas or electricity in any jurisdiction without the
prior written consent of Sempra other than {i) natural gas and electricity in the province of Ontario, (ii} natural gas in
the.province of British Columbia, and (iii) natural gas and electricity in the province of Alberta; provided that prior
to Universal marketing or entering into financially or physically settled transactions in respect of natural gas and/or
electricity in any of Alberta, British Columbia or any other jurisdiction in which Universal is not currently engaged
in marketing .activity, Universal must obtain Sempra's confirmation that it is satisfied that the regulatory
environment in such jurisdiction relating to the retail sale of natural gas and/or electricity, as the case may be, is not
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materially different than in the jurisdictions in which Universal then-currently does business; (j) enter into
financially or physically settled transactions in respect of natural gas or electricity for a fixed price with a term of
greater than five vears; (k) enter into financially or physically settled transactions in respect of natural gas or
electricity as purchaser for a fixed price of greater than $10 per GJ or $100 per MWh; () enter into new customer
contracts in any contract year in excess of certain stated thresholds; (m) become or remain directly or indirectly
liable with respect to any indebtedness, or directly or indirectly create or become liable with respect to any
contingent obligation, except to the extent permitted by Sempra; provided that afier June 30, 2010, Universal may
issue to one third-party that will act as both natural gas supplier and Electricity Swap counterparty to a "new supply
affiliate" (being an affiliate of Universal that is not a subsidiary of Universal U.S. that is formed to actively market
natural gas and/or electricity to end-use customers, and that actively engages in such marketing, and with which
Sempra has no commeodity supply or other obligations), a guarantee of any indebtedness which arises under 2 natural
gas supply and Electricity Swap arrangement with such third-party, subject to the satisfaction of certain conditions;
(n) except to the extent permitted by Sempra, directly or indirectly create, incur, assume or permit to exist any lien
on or with respect to any property or asset of any kind of Universal, or any income or profits therefrom, or file or
permit the filing of, or permit to remain in effect, any financing statement or other similar notice of any lien with
respect thereto, except as otherwise permitted therein; (o) except to the extent permitted by Sempra, enter into any
agreement prohibiting the creation or assumption of any lien upon any of its properties or assets, except as otherwise
permitted therein; (p) alter its corporate, capital or legal structure (other than to establish a subsidiary in connection
with an investment), or enter into any transaction of merger or consolidation, or liquidate, wind-up or dissolve itself,
or convey, sell, lease or sub-lease, transfer or otherwise dispose of, in cone transaction or a series of transactions, all
or any part of its business, property or assets, without the consent of Sempra; and (q) enter inte any natural gas sale
transaction if, after giving effect to the hedge transaction that would be required in order to hedge the price risk
associated with the natural gas sale transaction, the notional exposure amount (as determined in accordance with the
formula contained in the Gas Purchase Agreement) would equal or exceed $2,250,000,000.

Commerncing on the second annual anniversary of the IPO Closing Date, and on the first business day of
each calendar month occurring thereafter (each such day a "Margin Determination Day"), Universal will deliver to
any bank account that Sempra designates from time to time by wire transfer of immediately available funds, an
amount in cash equal to any "Required Margin Amount”, which is any amount by which the Current Margin
Requirement (as defined in the Gas Purchase Agreement) exceeds the aggregate amount of cash margin previously
delivered by Universal to Sempra that Sempra has not returned to Universal (the "Held Margin Amount"), as
calculated by Sempra. If on any Margin Determination Day, the Held Margin Amount exceeds Universal's Current
Margin Requirement, Sempra will, on such day, return any such excess amount in cash to an account maintained in
the name of Universal but subject to the control of Sempra (the "Blocked Account"). Sempra will hold all cash
delivered by Universal in respect of Universal's Current Margin Requirement as margin collateral in accordance
with the terms of the security agreement to be entered into between Universal and Sempra. In accordance with' the
security agreement, Liniversal will grant to Sempra a lien and security interest in all such margin collateral and all
such margin collateral shall constitute collateral to secure the secured obligations of Universal to Sempra.

The Gas Purchase Agreement enumerates certain conditions and events with respect to each of Universal
and Sempra that will constitute a termination event (each a "Termination Event"), including the following: (i) a
change in control of Universal occurs; (ii) Universal and/or any affiliate of Universal (other than TGF, any
subsidiary of TGF or any shareholder of the Company), shall, in the aggregate, without the prior consent of Sempra,
make direct or indirect contributions to, or investments in, TGF or any subsidiary of TGF, in an aggregate amount
exceeding $20,000,000; (iii) Sempra shall not be permitted to appeint a director to the board of directors of
Universal; and (iv} a default in the performance by Universal of any term, covenant or agreement contained in such
agreement. Upon the occurrence of a Termination Event, the non-defaulting party has the right te immediately, for
so long as the Termination Event is continuing: (a) suspend its performance under natural gas purchase and sale
transactions then outstanding; or (b) liquidate and terminate the natural gas purchase and sale transactions then
outstanding and accelerate the payment of any amounts due. Upon any such liquidation and termination, the non-
defaulting party must calculate a net settlement amount in accordance with the formula to be contained in the Gas
Purchase Agreement. The party with the net settlement amount payment obligation must pay such amount to the
other party within one business day of receipt from the non-defaulting party of notice of such calculation.

If Sempra defaults in its obligations to deliver natural gas to Universal, or if Universal defaults in its
obligation to accept delivery of natural gas, subject to force majeure, the Gas Purchase Agreement contains
provisions requiring the payment of various amounts by the non-performing party to the performing party. The
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remedy of liquidation and termination described above is not available when the Termination Event is a failure to
deliver or receive natural gas and the non-performing party pays any sum due by it in accordance with the Gas
Purchase Agreement.

The obligation of Sempra and Universal to enter into Gas Transactions will terminate on the earlier of
{(a) June 30, 2010, and (b) the date of termination, liquidation and settlement by the non-defaulting party after the
occurrence of a Termination Event. It was a condition to Sempra's obligation to enter into the Gas Purchase
Agreement that it have the right to appoint one director to the Board of the Company during the term of the
Commodity Agreements. The right is included in the articles of the Company through the issue to Sempra of a
special share. See "Capital Structure — Special Share".

Universal U.S. Gas Purchase Agreement

Pursuant to the Universal U.S. Gas Purchase Agreement, Universal U.S. has agreed that Sempra will be
Universal U.S.'s exclusive supplier of natural gas, subject to certain limited circumstances. The terms and conditions
of the Universal U.S. Gas Purchase Agreement are substantially the same as the terms and conditions of the Gas
Purchase Agreement described above in all material respects, including in respect of the terms on which purchases
and sales of natural gas will occur between Universal U.S. and Sempra, the affirmative and negative covenants
given by Universal U.S. in favour of Sempra, and the termination and liquidation provisions.

Electricity Swap Agreement

Pursuant to the Electricity Swap Agreement, Universal has agreed that it will enter into Electricity Swaps
with Sempra on an exclusive basis.

The Electricity Swap Agreement sets forth procedures pursuant to which Universal may request that
Sempra enter into an Electricity Swap with Universal in respect of a specific quantity of electricity and with a term
specified by Universal. The "floating price” for each Electricity Swap, unless otherwise agreed by Universal and
Sempra, will be the hourly Ontario energy price published by the Ontario Independent Electricity System Operator,
subject to certain exceptions enumerated in the Electricity Swap Agreement. For each Electricity Swap that acts as.a
hedge of Sempra's market price risk with respect to a swap transaction entered into by Sempra with a third party on
terms negotiated by Universal with that third party and acceptable to Sempra (a "Sleeve Transaction"), the "fixed
price” per MWh is equal to the sum of the following amounts: (i) the fixed price actually paid or received by
Sempra, per MWHh, under such Sleeve Transaction (the "Base Price"); plus (ii) all actual related risk management
expenses incurred by Sempra with respect to the Electricity Swap or the related Sleeve Transaction, including
brokerage commissions, interest costs for required cash margin or other collateral posted in connection with the
Electricity Swap or the related Sleeve Transaction, costs for breaking and/or replacing any hedge, and similar costs
and expenses incurred by Sempra divided by the notional contract quantity of electricity associated with such
Electricity Swap to determine the per MWh amount of such costs, expenses and charges; plus (iif} 3% of the Base
Price. For each Electricity Swap that does not act as a hedge of Sempra's market price risk with respect to a Sleeve
Transaction, Universal shall pay a price per MWh that is mutually agreed to between Universal and Sempra
(provided that when Universal requests that Sempra offer a price quote in respect of such a proposed Eleciricity
Swap, Sempra must act in good faith to offer a commercially reasonable price based on Sempra's assessment of the
then prevailing market).

The Electricity Swap Agreement provides that (except for any aggregate outstanding long financial or
physical position in electricity maintained by Universal comprised of Electricity Swaps with terms of up to five
successive years maintained in respect of marketing programs that when aggregated with any such outstanding long
positions in electricity similarly maintained by any affiliate of Universal shall not exceed 2,000,000 MWhs per
year), Universal must maintain a matched trading book such that at all times for any notional contract quantity of
electricity that is the subject of the Electricity Swap in respect of which Universal is paying a fixed price there is.a
sale by Universal to customers of an equal quantity of electricity at a price higher than the relevant fixed price, and
with an equivalence between the projected quantity of electricity to be delivered under such customer contracts and
the notional contract quantity of electricity that is the subject of such Electricity Swap.

The Electricity Swap Agreement also provides that Universal may not: (a) directly or indirectly purchase
electricity from any third party other than through the IESO administered market and the amount of electricity
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purchased by Universal from the IESO administered market shall equal the amount of electricity required to be
supplied by Universal to its customers, (b) directly or indirectly enter into any swap, option or other financially or
physically settled derivative transaction with any third party except with the consent of Sempra; (c) except to the
extent expressly permitted by Sempra, directly or indirectly, make or own any investment in any entity, including
any joint venture, or acquire, by purchase or otherwise, all or substantially all of the business, property or fixed
assets of, or capital stock or other ownership interest of any entity, or any division or line of business of any entity,
or acquire any subsidiary, unless immediately prior to making any such investment, the amount of margin held by
Sempra meets certain stated thresholds; (d) subject to the approval of Sempra, (i) during the first two years
following the IPO Closing Date, declare or pay any dividends or return any capital to its shareholders or make any
other distribution to its shareholders, or acquire any of its own shares or complete any similar transactions (each a
"Dividend Event"), and (ii) after the second annual anniversary of the IPO Closing Date, cause any Dividend Event
to occur that would require a payment of an amount of cash, interests or property with a current market value that
exceeds 75% of the "free cash" (as defined in the Electricity Swap Agreement) earned by Universal during such
year; provided that Universal shall not cause any Dividend Event to occur (1) unless immediately prior to such
Dividend Event the amount of margin held by Sempra meets certain stated thresholds, or (2) if a Contract
Termination Event (as defined below) has occurred and is continuing under one or more of the Commodity
Agreements; (e} directly or indirectly enter into any physically-settled electricity sale transaction with any third
parties involving a fixed price other than where, prior to or contemporaneously with entering into any such
transaction, Universal shall enter into a transaction with Sempra that fully hedges the price risk associated with such
fixed price transaction such that such transaction with a third party will be profitable to Universal; (f) directly or
indirectly enter into any electricity sale transaction with any entity (other than those entities to which Sempra may
agree) that results in Universal fixing the price of such entities' electricity purchases in respect of more than (i) three
MW per hour for any day, or (ii) $500,000 in value for any 30 day period; provided that Universal may not sell both
natural gas and electricity to a single user of more than 250 GJs per day and 1.5 MW per hour, except as approved in
advance by Sempra; (g) enter into any transaction in respect of electricity with a customer if after giving effect to the
Electricity Swap that would be required in order to hedge the price risk associated with such transaction, the notional
exposure amount (as determined in accordance with the formula contained in the Electricity Swap Agreement)
would equal or exceed $2,250,000,000; (h) directly or indirectly enter into any physically settled electricity sales
transactions with any person that consumes more than the maximum daily volume guaranteed by an LDC without
the prior approval of Sempra; (i) except ta the extent expressly permitted by Sempra, directly or indirectly enter into
oI remain a party to any electricity sale transaction with a third party other than an LDC where such third party's
purchase price of such electricity is not fully guaranteed by an LDC; (j) market or enter into financially or physically
settled transactions in respect of natural gas or electricity in any jurisdiction without the prior written consent of
Sempra other than (i) natural gas and electricity in the province of Ontario, (ii) natural gas in the province of British
Columbia, and (iii) natura! gas and electricity in the province of Alberta; provided that prior to Universal marketing
or entering into financially or physically settled transactions in respect of natural gas and/or electricity in any of
Alberta, British Columbia or any other jurisdiction in which Universal is not currently engaged in marketing
activity, Universal must obtain Sempra's confirmation that it is satisfied that the regulatory envircnment in such
jurisdiction relating to the retail sale of natural gas andfor electricity, as the case may be, is not materialiy different
than in the jurisdictions in which Universal then-currently does business; (k) enter info financially or physically
settled transactions in respect of natural gas or electricity for a fixed price with a term of greater than five years;
(1) enter into financially or physically settled transactions in respect of natural gas or electricity as purchaser for a
fixed price of greater than $10 per GJ or $100 per MWh; {m) enter into new customer contracts in any contract year
in excess of certain stated thresholds; (n) become or remain directly or indirectly liable with respect to any
indebtedness, or directly or indirectly create or become liable with respect to any contingent obligation, except to the
extent permitted by Sempra; provided that after June 30, 2010, Universal may issue to one third-party that will act as
both natural gas supplier and Electricity Swap counterparty to a "new supply affiliate" (being an affiliate of
Universal that is not a subsidiary of Universal U.S. that is formed to actively market natural gas and/or electricity to
end-use customers, and that actively engages in such marketing, and with which Sempra has no commodity supply
or other obligations), a guaranty of any indebtedness which arises under a natural gas supply and Electricity Swap
arrangement with such third-party, subject to the satisfaction of certain conditions; (0} except to the extent permitted
by Sempra, directly or indirectly create, incur, assume or permit to exist any lien on or with respect to any property
or asset of any kind of Universal, or any income or profits therefrom, or file or permit the filing of, or permit to
remain in effect, any financing statement or other similar notice of any lien with respect thereto, except as otherwise
permitted therein; (p) except to the extent permitted by Sempra, enter into any agreement prohibiting the creation or
assumption of any lien upon any of its properties or assets, except as otherwise permitted therein; and (q) alter its
corporate, capital or legal structure (other than to establish a subsidiary in connection with an investment), or enter
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into any transaction of merger or consolidation, or liquidate, wind-up or dissolve itself, or convey, sell, lease or
sub-lease, transfer or otherwise dispose of, in one transaction or a series of transactions, all or any part of its
business, property or assets, without the consent of Sempra.

Commencing on the second annual anniversary of the IPO Closing Date, and on the first business day of
each calendar month occurring thereafter {each such day a *“Margin Determination Day"), Universal will deiiver to
any bank account that Sempra designates from time to time by wire transfer of immediately available funds, an
amount in cash equal to any "Required Margin Amount", which is any amount by which the Current Margin
Requirement (as defined in the Electricity Swap Agreement) exceeds the aggregate amount of cash margin
previously delivered by Universal to Sempra that Sempra has not returned to Universal (the "Held Margin
Amount"}, as calculated by Sempra. If on any Margin Determination Day, the Held Margin Amount exceeds
Universal's Current Margin Requirement, Sempra will, on such day, return any such excess amount in cash o a
Blocked Account. Sempra will hold all cash delivered by Universal in respect of Universal's Current Margin
Requirement as margin collateral in accordance with the terms of the security agreement to be entered into between
Universal and Sempra. In accordance with the security agreement, Universal will grant to Sempra a lien and security
interest in all such margin collateral and all such margin collateral shall constitute collateral to secure the secured
abligations of Universal to Sempra.

The Electricity Swap Agreement enumerates certain conditions and events with respect to each of
Universal and Sempra that will constitute a termination event (each a "Contract Termination Event"), including
the following: (i) a change in control of Universal occurs; (ii) Universal and/or any affiliate of Universal (other than
TGF, any subsidiary of TGF or any shareholder of the Company), shall, in the aggregate, without the prior consent
of Sempra, make direct or indirect contributions to, or investments in, TGF or any subsidiary of TGF, in an
aggregate amount exceeding $20,000,000; (iii} Sempra shall not be permitted to appoint a director to the board of
directors of Universal; and (iv) a default in the performance by Universal of any term, covenant or agreement
contained in such agreement. Upon the occurrence of a Contract Termination Event, the non-defaulting party has the
right to immediately, for so long as the Contract Termination Event is continuing: (a) suspend its performance under
Electricity Swaps then outstanding; or (b) liquidate and terminate the Electricity Swaps then outstanding and
accelerate the payment of any amounts due. Upon any such liquidation and termination, the non-defaulting party
must calculate a net settlement amount in accordance with the formula contained in the Electricity Swap Agreement.
The party with the net settlement amount payment obligation must pay such amount to the other party within one
business day of receipt from the non-defaulting party of notice of such calculation.

The obligation of Sempra and Universal to enter into Electricity Swaps will terminate on the earlier of
(2) June 30, 2010, and (b) the date of termination, liquidation and settlement by the non-defaulting party after the
occurrence of a Contract Termination Event. {t was a condition to Sempra's obligation to enter into the Electricity
Swap Agreement that it have the right to appoint one director to the Board of the Company during the term of the
Commodity Agreements. The right was included in the articles of the Company through the issue to Sempra of a
special share. See "Capital Structure-Special Shares".

Security Agreements

Universal's obligations to Sempra under the Gas Purchase Agreement and the Electricity Swap Agreement
are secured under a security agreement by the grant of a first priority security interest on substantially all of
Universal's current and future assets, including all cash and cash equivalents, all accounts receivable and all deposit
accounts. Universal U.S.'s obligations to Sempra under the Universal U.S. Gas Purchase Agreement are secured
under a security agreement by the grant of a first priority security interest on substantially all of Universal U.S.'s
current and future assets, including all cash and cash equivalents, all accounts receivable and all deposit accounts.
Sempra's security interests under the security agreements do not extend to the assets of the Company or TGF. In
addition, all payments received by Universal and Universal U.S. from their respective customers and LDCs are paid
to a specified lock box or by wire transfer to Blocked Accounts, from which amounts are first paid to Sempra in
satisfaction of payments due to Sempra pursuant to the Commodity Agreements, as applicable, and all excess
amounts are then paid to Universal and Universal U.S., as applicable.

The Company has provided an unlimited guarantee to Sempra covering all past, present and future
indebtedness and liabilities of Universal and Universal U.S. to Sempra including, without limitation, under the
Commodity Agreements and any other documents to which Universal or Universal U.S. is a party, and the Company
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will enter into a securities pledge agreement pursuant to which it will pledge all of the shares of Universal owned by
it in support of such guarantee. In addition, Universal has provided an unlimited guarantee to Sempra covering all
past, present and future indebtedness and liabilities of Universal LS. to Sempra including, without limitation, under
the Universal U.S. Gas Purchase Agreement and any other documents to which Universal U.S. is a party, and
Universal will enter into a securities pledge agreement pursuant to which it will pledge all of the shares of Universal
U.S. owned by it in support of such guarantee.

EPC Contract

TGF, the Contractor and EllisDon entered into the EPC Contract as of September 29, 2006. Pursuant to the EPC
Contract, TGF retained the Contractor to perform and complete all design, engineering, procurement, construction
and commissioning work in connection with the development of the Belle Plaine Facility, including the provision of
all (i) design and engineering services (through the Contractor and sub-consultants), (il) machinery, equipment,
materials and other goods required for the performance and completion of the Belle Plaine Facility, (iii) temporary
structures and other facilities required for the proper and safe performance and completion of the Belle Plaine
Facility, (iv) construction plant, equipment, machinery, tools, vehicles and other things that are required to be
employed by the Contractor or by a sub-contractor to perform and complete the work required-to construct the Belle
Plaine Facility, (v) management, supervision, labour and overhead requirements, and (vi) other goods, services and
things that were necessary or incidental to the completion of the Belle Plaine Facility. Delta-T agreed to provide
engineering and other services related to the construction of the Belle Plaine Facility based on Delta-T's proprietary
technology under a subcontract with the Contractor on the condition that TGF entered into the Licence Agreement.
The Contractor agreed to substantially complete the design, engineering, procurement, construction and
commissioning of the Belle Plaine Facility. In consideration for the performance and completion of its work, the
Contractor was to receive the sum of $143,900,000 (plus applicable taxes) {the "Contract Price"}, subject to
adjustment in certain limited circumstances, except as expressly set out in the EPC Contract and inclusive of the
technology license agreement. All costs and expenses incurred by the Contractor relating to the construction of the
Belle Plaine Facility in excess of the Contract Price were the responsibility of the Contractor. TGF was obligated to
pay the Contract Price by progress payments as the work progresses.

EllisDon guaranteed the prompt performance and observance of the covenants, agreements, undertakings
and obligations of the Contractor contained in the EPC Contract, including the Contractor’s indemnity obligations
and the Contractor's compliance with its warranty and performance guarantee obligations. Under the EPC Contract,
the Contractor warranted that the Belle Plaine Facility would comply with the requirements of the EPC Contract and
related agreements and documents, applicable laws, permits and codes, and are and remain free from defects and
deficiencies in workmanship and materials appearing within a period expiring 12 months after substantial
completion of the Belle Plaine Facility. The Contractor is also responsible for repairing or correcting any defects or
deficiencies in the design or engineering services provided by it, provided such defect or deficiency has manifested
itselif within a period expiring 12 months after the substantial completion of the Belle Plaine Fagcility. The Contractor
guaranteed to TGF that the Belle Plaine Facility would be designed and constructed by the Contractor to meet or
exceed certain performance guarantees set out in the EPC Contract. In the event that the Belle Plaine Facility fails to
meet the performance guarantees, and the Contractor does not correct any defect or deficiency in the Belle Plaine
Facility and cause the Belle Plaine Facility to achieve the performance guarantees within a specified time period, the
Contractor is obligated to pay to TGF certain liquidated damages to a maximum of $2,900,000.

Licence Agreement

TGF entered into the Licence Agreement with Deita-T on QOectober 22, 2006. Pursuant to the Licence
Agreement, Delta-T granted to TGF a non-exclusive, fully paid-up, non-transferable right to use in perpetuity Delta-
T's technology solely for the purposes of the construction, building and ongoing operation of the Belle Plaine
Facility, and the repair, maintenance, optimization or enhancement of the Belle Plaine Facility. At such time as
(i} TGF has paid the Contractor all amounts due to it under the EPC Contract, (ii) the EPC Contract is terminated
(A) due to breach by the Contractor or bankruptcy of the Contractor, or (B) due to a force majeure event affecting
the Contractor, or (iii) the EPC Contract remains in effect, has not been completed for reasons other than the fault of
TGF so that all amounts have not yet become due under the EPC Contract, but the Belle Plaine Facility is capable of
operating for commercial purposes, the licence rights granted by Delta-T to TGF become {rrevocable. Unless and
until the licence becomes irrevocable, at the option of Delta-T, the licence terminates (i) upon termination of the
EPC Contract by TGF for convenience, (ii) upon termination of the EPC Contract by TGF for any reason other than
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a breach by the Contractor resulting from a breach by Delta-T of its subcontract with the Contracter, or (iii) upon
termination of the subcontract between Delta-T and the Contractor for any reason other than breach by Delta-T. In
the case of termination of the EPC Contract by TGF, Delta-T has agreed to negotiate in good faith with TGF to enter
into a contract to complete the services remaining to be performed by Delta-T under its subcontract with the
Contractor, provided that all breaches by the Contractor are first cured, and upon entering into such a contract the
licence continues in full force and effect. Notwithstanding the foregoing, TGF has the right at any time, including
upon the termination of the licence, however caused, to pay to Delta-T all sums due to Delta-T for the licence:owing
under the EPC Contract in order to make the licence rights irrevocable.

TGF Credit Facilities
TGF has put the following major credit facilities in place:

(i) In July 2006, TGF entered into a term sheet for the TGF Credit Facility with a syndicate of
Canadian lenders providing for a $50 million loan to assist with the financing of the construction and operation of
the Belle Plaine Facility. Security for the TGF Credit Facility includes a first priority security interest and charge on
all assets and undertakings of TGF, plus a general security interest on all other current and after acquired assets.
During construction of the Belle Plaine Facility, interest on the TGF Credit Facility is a floating rate of the lead
lender's prime rate plus 2%.

After construction, interest on the TGF Credit Facility will vary between a floating rate of the lead lender's
prime rate plus 1% and fixed rate terms based on Canadian bid bond rates plus 225 basis points, with TGF having
the right, but not the obligation, to convert the interest rate from a floating rate to a fixed rate. Interest rates will be
reviewed at the time of each annual review of the loan. TGF is only required to make interest payments on the TGF
Credit Facility until the earlier of (i) the date that a certificate of substantial performance is issued in respect of the
Belle Plaine Facility, and (ii} the date that is six months following the last drawdown under the loan (the "Term
Conversion Date"). Following the Term Conversion Date, the loan is repayable in equal and consecutive blended
instalments of principal and interest calculated and payable monthly in such amount as is sufficient to repay the loan
over the remaining amortization period of ten years. TGF must repay all principal and interest cutstanding on the
loan on the date that is five years after the Term Conversion Date. The TGF Credit Facility is subject to customary
terms and conditions, including limits on incurring additional indebtedness or granting encumbrances without the
consent of the lenders and compliance with certain financial covenants. The TGF Credit Facility restricts the ability
of TGF to declare or pay any dividends to the holders of its securities if TGF is in default or if such dividend would
place TGF in default of any of its covenants under the TGF Credit Facility;

(i) The TGF Debentures are held by a number of private parties and are subordinate to the TGF
Credit Facility. The interest rate is 10.5% per annum, compounded annually and payable quarterly. Interest is to be
paid quarterly over the first year and quarterly principal and interest payments made beginning on completion of the
ethanol plant (or October 1, 2008 if earlier) in the amount of $24.99 per $1,000 of principal advanced with a lump
sum payment of all outstanding amounts payable sixty months after the date of the initial advance. Security for the
credit facility includes a security interest in all of TGF's present and after acquired property, second in priority to the
TGF Credit Facility. This facility includes certain financial covenants the more significant of which relate to
working capital, debt service coverage and minimum shareholder's equity, As at September 30, 2008 the amount
owing under the TGF Debentures was $40 million; and

(iii) A demand working capital facility for $10 million from Connexus Credit Union 2006 which bears
interest at Connexus prime plus 1% per annum and which is collaterally secured by the Company’s guarantee and a
pledge of liquid investments. As at September 30, 2008, the amount owing under this facility was $10 million.

DIVIDEND POLICY

On June 11, 2008 the Board of Directors approved a quarterly cash dividend policy of $0.1875 per
common share. On an annual basis, the dividend is expected to be $0.75 per common share. The Company's first
dividend payment was made on September 30, 2008 to shareholders of record on September 15, 2008 and the Board
has approved the second dividend payment to be made on December 31, 2008 to shareholders of record on
December 22, 2008. While the Board of Directors currently expects to declare dividends quarterly and has
determined that dividends paid to date are appropriate based on the Company's current financial performance,
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liquidity and outlook, the declaration and payment of future dividends is subject to the discretion of the Board of
Directors after considering the Company’s financial results and condition, the financial impact of any amendments
to the TGF loan agreements, any changes to the credit requirements demanded by energy suppliers in the
Company’s retzil energy operations, and other factors it determines to be relevant at the time.

The TGF Credit Facility restricts the ability of TGF to declare or pay any dividends to the holders of its
securities if TGF is in default or if such dividend would place TGF in default of any of its covenants under the TGF
Credit Facility. See "Principal Agreements — Principal Agreements of TGF — TGF Credit Facility". The TGF
Debenture Purchase Agreement provides that without the prior consent of certain of the TGF Debentureholders,
TGF cannot make any payment or declaration of payment of any dividends or other distributions on any of its
shares. See "Principal Agreements — Principal Agreements of TGF — TGF Debenture Purchase Agreement".

Each of the Commodity Agreements contains restrictions on the ability of Universal and Universal U.S., as
applicable, to pay dividends. For a description of these restrictions, see "Principal Agreements — Principal
Agreements of Universal — Gas Purchase Agreement”, "— Universal U.S. Gas Purchase Agreement” and "—
Electricity Swap Agreement",

DIRECTORS AND OFFICERS

The Company's Board of Directors consists of eight directors, five of whom are "independent” (within the
meaning of applicable securities laws). The term of office for each of the directors will expire at the time of the next
annual meeting of the sharcholders of the Company. The executive officers and directors of the Company
collectively beneficially own, directly and indirectly, or exercise control or direction over, a total of 14,413,566
Common Shares, representing approximately 39.7% of the Common Shares.

The following table sets forth the names, municipalities of residence, positions held with the Company,
principal occupations, and other information for the current directors and officers of the Company.

Name and Municipality of Director of the Principal Occupation if Different
Residence Company Since Position with the Company from Position Held
Gary J. Drummond November 1, 2006 Chairman and Director Consultant
Nassau, Bahamas
Mark L. Silver November 1, 2006 Chief Executive Officer and Chief Executive Officer of
Toronto, Ontario, Canada Director Universal
Tim LaFrance @ November 1,2006  President, Terra Grain Fuels President of TGF
Calgary, Alberta, Canada and Director
Christine M. Mastro (formerly: February 2, 2007 Director Seriior Managing Director, RBS
Christine Cantor) @ Sempra Commodities
Starnford, Connecticut, USA
Frank F. Kiees ‘" February 2, 2007 Director Member of Provincial Parliament
Aurora, Ontario, Canada (Ontario)
George Krieser @ February 2, 2007 Director President, Total Credit Recovery
Toronto, Ontario, Canada Limited
Barry A. Tissenbaum, C.A. (V& February 2, 2007 Director Consultant
Toronto, Ontario, Canada
Janet Wightman (%% February 2, 2007 Director President and Chicef Executive
Regina, Saskatchewan, Canada Officer, Victoria Park Capital Inc.
Stephen Plummer, C.A. n/a Chief Financial Officer Chief Financial Officer of
Thornhill, Ontario, Canada Universal
Nino C. Silvestri /a President and Chief President and Chief Operating
Oakville, Ontario, Canada Operating Officer, Officer of Universal

Gas and Electricity

Marketing

Michael N. Silver, LLB n‘a General Counsel and
Toronto, Ontario, Canada Corporate Secretary

Notes:
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n Member of the Audit Committee. )
@ Member of the Compensation and Governance Committee,
(3) Member of the Risk Management Committee:
{4y We do not have an Executive Committee

In connection with the Commodity Agreements Sempra was granted the right to appoint one director o the
Board during the term of the Commodity Agreements. The right is included in the articles of the Company through
the issue to Sempra of the special share. . Ms. Mastro is the Sempra appointee for this purpose. See "Capital
Structure — Special Share" and "Principal Agreements — Principal Agreements of Universal”.

The principal occupations of each of the directors, executive officers and the other officers of the Company
for the five years preceding the date of this Annual Information Form are set out below.

Gary J. Drummond, Q.C. —Chairman and Director

Mr. Drummond has been a consultant to the energy industry since December 2002. Prior thereto,
Mr. Drummond was the President, Chief Executive Officer and a director of Direct Energy Marketing Limited, a
wholly owned subsidiary of Direct Energy (a TSX listed income trust), and its predecessors from January 1991 to
December 2002, Prior thereto, Mr. Drummond practiced corporate and commercial law in the Province of
Saskatchewan, with emphasis on oil and gas, from 1973 to December 1990, Mr. Drummond obtained a Bachelor of
Laws from the University of Saskatchewan in June 1973, has been a member of the Saskatchewan Law Society
since May 1974 and was appointed Queen's Counsel in 1989.

Mark L. Silver — Chief Executive Officer

As the Chief Executive Officer of the Company, Mr. Silver has prime responsibility for the overall strategic
direction of the Company. In addition, Mr. Silver has prime responsibility for the direction of the sales process.
Mr. Silver brings over 25 years of business management experience to Universal, including over 15 years of sales
and management experience in the energy industry. Mr. Silver has been involved in the deregulated natural gas
industry since 1991. In 1991, Mr. Silver co-founded TransPrairie Energy Management Ltd. ("TransPrairie"), which
carried on business as a natural gas marketer in the Provinces of Ontario and Manitoba. TransPrairie was
subsequently sold in 1996 to Optus Natural Gas Distribution Income Fund, which subsequently changed its name to
Direct Energy. In 1996, Mr. Silver formed Natural Gas Wholesalers Inc. ("NGW"). NGW acted as the exclusive
natural gas marketing agency for Direct Energy. In 2000, Direct Energy and NGW were sold to Centrica plc. At the
time of the sale Mr. Silver and his sales team had been responsible for contracting with over one million natural gas
users in Canada and the United States, His extensive understanding and knowledge of sales and marketing strategies
have resulted in successful ventures in the long-distance telephone industry and the home security business. Over the
last 15 years Mr. Silver has made significant investments in the real estate industry through his company Optus
Capital Corporation ("Optus"). Today, Optus and related companies own and manage over one million square feet
of commercial and industrial space, and have significant residential, commercial and industrial land heldings for
development in and around the greater Toronto area.
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Tim J. LaFrance, P.Eng. — President, Terra Grain Fuels and Director

Mr. LaFrance oversees all facets of TGF's business and strategic initiatives, including direct management
of engineering, construction, marketing and risk management. Mr. LaFrance founded Vertex Energy Limited
("Vertex") in 2003 and is its President and Chief Executive Officer. Through its operating divisions, Vertex Oil &
Gas Ltd. and Dodsland Oil Processors, Vertex explores, operates, markets and processes oil and natural gas from
various properties located throughout western Canada. Prior to joining TGF and founding Vertex, Mr. LaFrance was
an Executive Director and the Executive Vice-President of the Energy Management Group of Centrica Canada from
2000 to 2003, where he was responsible for the energy procurement and related trading activity for all of Centrica's
four million North American power and patural gas customers, Mr. LaFrance's responsibilities at Centrica also
included overseeing the oil and gas division {which had daily production of approximately 21,000 barrels of oil
equivalent) and the power asset division. Mr. LaFrance has extensive knowledge of all facets of the energy business,
including fisk management. Mr. LaFrance currently serves on the board of directors of a number of private energy
companies and is a tribunal member of the Alberta Electrical System Operator (AESQ). Mr. LaFrance holds a
Bachelor of Seience degree in Petroleum Engineering from the University of Alberta and is a member of the
Association of Professional Engineers, Geologists and Geophysicists of Alberta.

Christine Mastro, MBA — Director

Ms. Mastro is currently a Senior Managing Director of Sempra. She has held this and other executive and
managerial positions with Sempra and its predecessors since 1994. Sempra is one of North America's largest full-
service energy trading companies. Sempra markets and trades physical and financial energy products: crude oil and
refined -products, natural gas and natural gas liquids, power, coal, emissions and ethanol. For more information
regarding Sempra, see "Business of Universal — Relationship with Sempra”. Among other things, Ms. Mastro has
been involved in building Sempra's natural gas, electricity and crude oil marketing and trading businesses.
Ms. Mastro has considerable experience in trading/risk management and the structuring of derivative and' physical
products for wholesale energy commodity customers. Recently, Ms, Mastro had responsibility for restructuring and
integrating a pre-existing commercial and industrial gas and power sales business into Sempra's infrastructure.
Ms. Mastro graduated from Louisiana State University with a Business degree in 1990 and obtained an MBA from
Loyola University in 1994,

Frank F. Kleegs, MPP -- Director

Mr. Klees has been a sitting Member of Provincial Parliament {Ontario) since 1995. He is currently the
Official Opposition Caucus Chair and Critic for the ministries of Transportation and Piublic Infrastructure. During
his political career, Mr. Klees has served in several key roles, including Parliamentary Assistant in the portfolios of
Natural Resources and Social Services, Chief Government Whip, Deputy House Leader, Tourism Minister and
Minister of Transportation, during which he was responsible for the implementation of a multi-year $10 billion
highway infrastructure program. Prior to his political career, Mr. Klees co-founded the Municipal Gas Corporation,
an energy company that developed 55,000 customers in Ontario, Manitoba and Quebec.

Barry A. Tissenbaum, CA — Director

Mr. Tissenbaum was a Partner, Entrepreneurial Services at Emnst & Young LLP from 1991 to 2005. He also
served as the Director of Retail and Consumer Products at Emst & Young LLP from 1996 to 2000 and the
Managing Partner of the Toronto Midtown Office at Emst & Young LLP from 1991 to 1996. In these roles,
Mr. Tissenbaum provided consulting services to senior management in the areas of strategy, profitability, finance,
management, taxation, mergers, acquisitions and divestitures. Mr. Tissenbaum has been serving as a director ‘and
consultant to numerous private companies since June 2005. He is a director of two other public companies,
Northstar Health Care Inc. and Medworxx Solutions Inc. Mr. Tissenbaum has also taken numerous leadership roles
in not-for-profit organizations. Mr. Tissenbaum qualified as a chartered accountant in Quebec in 1968 and in
Ontario in 1974. He is a member of the Canadian Institute of Chartered Accountants and the Institute of Chartered
Accountants of Ontario.
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George Krieser — Director

Mr. Krieser is the founding partner and President of Total Credit Recovery (“Total Credit). Since its
inception in November 1980, Total Credit, a Canadian collection agency, has grown to over 600 employees
nationally with offices in Vancouver, Edmonton, Toronto, Montreal and Moncton. Total Credit’s expansion has
included the U.8. market and through its network of offices, the company provides accounts receivable
management, coliections and call centre services to a variety of customers that include both provincial and federal
governments, financial institutions and other large business concerns.

Janet Wightman — Director

Ms. Wightman has served as the President and Chief Executive Officer of Victoria Park Capital Inc., the
contract investment manager for Investment Saskatchewan Inc., since November 2006. Prior thereto, Ms, Wightman
served as the President and Chief Executive Officer of Investment Saskatchewan Inc. from May 2004 to
October 2006, where she was responsible for establishing a start-up Crown corporation with responsibility for
commercial private equity investment and debt financing with a portfolio of appreximately $460 million. Prior
thereto, Ms. Wightman served as the Executive Vice-President and Chief Operating Officer of Farm Credit Canada
from April 2001 to April 2004, where she was responsible for all operational divisions, including a national portfolio
of approximately $10 billion and annual disbursements of approximately $3 billion.

Stephen Plummer, MBA, CA, CFP — Chief Financial Officer

Mr. Plummer is responsible for the day-to-day operations of the accounting, administration, processing and
information technology proups. Prior to joining Universal in 2005, Mr. Plummer ran his own business consulting
practice from 1994 to 2005, providing financial and business operations consulting to companies in industries
ranging from financial services, energy marketing and telecommunication services. Mr, Plummer has significant
experience in the development of online financial systems and is the primary architect behind the inteprated
financial and back office system in use at Universal. Prior to starting his own consulting practice in 1994,
Mr. Plummer served as the Chief Financial Officer for a national trust company, and prior to that as a manager in the
financial services group at Emnst & Young. Mr. Plummer qualified as a chartered accountant in 1987 and as a
certified financial planner in 1998. He graduated from York University with a Bachelor of Business Administration
degree in 1985 and an MBA in 1991. Mr. Plummer is also a graduate of the Canadian Institute of Chartered
Accountants in-depth tax specialist program.

Nino C. Silvesiri, MA — President and Chief Operating Officer, Gas and Electricity Marketing

In addition to overall responsibility for corporate operations at Universal, Mr. Silvestri has primary
responsibility for the management of Universal's electricity and natural gas supply arrangements and is also
responsible for customer care, regulatory and government affairs. Mr. Silvestri brings approximately 27 years of
energy industry experience to Universal, with significant exposure to energy supply management. Prior to joining
Universal in 2005, Mr. Silvestri operated his own energy services company from 2000 to 2005. Mr. Silvestri was
Senior Vice-President, Marketing and Business Development at Direct Energy from 1997 to 2000. Prior to joining
Direct Energy, Mr. Silvestri held various management and marketing positions at TransCanada Pipelines from 1982
to 1992, Mr. Silvestri has been a Board Member of the Ontario Energy Retailers Association, the Ontario Natural
Gas Association and the Coalition of Eastern Natural Gas Aggregators. In addition, he has appeared as an expert
witness before the Ontario Energy Board, The Manitoba Public Utilities Board and The British Columbia
International Commercial Arbitration Centre. Mr. Silvestri is a graduate of York University where he obtained a
Master of Arts degree in Economics. He is also a graduate of Wilfrid Laurier University where he obtained an
Honours Bachelor of Business Administration degree.

Michael N. Silver, LLB — General Counsel and Corporate Secretary

As General Counsel and Corporate Secretary, Mr. Silver’s responsibilities include ensuring compliance by
the Company with all laws and regulations relating to corporate governance practices. Prior to joining Universal,
Mr Silver practised corporate and commercial law as a partner in two Toronto law firms. Mr, Silver received his BA
from University of Toronto in 1975 and his LLB from University of Toronto Law School in 1978. He was called to
the Bar of Ontario in April, 1980,
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Corporate Cease Trade Orders or Bankruptcies

Other than as set forth below: (i) no director or executive officer of the Company is, or has been in the last
10 years, a director, chief executive officer or chief financial officer of an issuer (including the Company) that, (a)
while that person was acting in that capacity was the subject of a cease frade order or similar order or an order that
denied the issuer access to any exemptions under securities legislation, that was in effect for a period of more than
30 consecutive days, or (b} was subject to an event that occurred while that person was acting in the capacity of
director, chief executive officer or chief financial officer, which resulted, after that person ceased to be a director,,
chief executive officer or chief financial officer, in the issuer being the subject of a cease trade or similar order or an
order that denied the issuer access to any exemption under securities legislation, that was in effect for a period of
more than 30 consecutive days; and (ii) no director or executive officer of the Company, or a shareholder holding a
sufficient number of securities of the Company to affect materially the control of the Company (a) is or has been in
the last 10 years, a director or executive office of an issuer (including the Company) that, while that person was
acting in the capacity or within a year of that person ceasing to act in that capacity, became bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings,
arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets,
{b) has, within the last 10 years, become bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency, or become subject to or instituted any proceedings, arrangements or compromises with creditors, or had
a receiver, receiver manager or trustee appointed to hold his assets, or (¢) has been subject to (A) any penalties or
sanctions imposed by a court relating to securities legislation or by a securities reguiatory authority or has entered
into a settlement agreement with a securities regulatory authority, or (B) any other penalties or sanctions imposed by
a court or regulatory body that would likely be considered important to a reasonable investor in making an
investment decision.

Mr, Drummond is a trustee of Heating Qil Partners Income Fund (the "Fund") and formerly served as a
director of its subsidiaries, HOP Holdings, Inc. ("HOP Holdings") and Heating Oil Partners G.P. Inc. ("HOP
G.P."). HOP G.P. was the general partner of Heating Oil Partners, L.P. ("HOP"), a Delaware limited partnership
that carried on a heating oil and liquid petroleum products distribution business in the northeastern United States..On
September 26, 2005, HOP filed a voluntary petition for reorganization under Chapter 11 of the U.S. Bankruptcy
Code in the United States Bankruptcy Court for the District of Connecticut, Bridgeport Division. HOP sought and
obtained recognition of the U.S. proceedings in Canada under the Companies' Creditors Arrangement Act. Both the
U.S. and the Canadian filings included HOP G.P. and HOP Holdings. The Fund was not directly a party to these
filings. As a consequence of these filings, the Fund's trust units were suspended from listing on the TSX effective at
the close of business on October 6, 2005 and were subsequently de-listed on November 7, 2005. The Ontario -
Superior Court of Justice Commercial List {the "CCAA Court") issued an order on fune 26, 2006 recognizing and
implementing the order of the United States Bankruptcy Court that confirmed the First Amended Joint Plan of
Reorganization, as amended, of HOP and HOP G.P. pursuant to Chapter 11 of the U.S. Bankruptcy Code. The
CCAA Court also issued an order authorizing HOP Holdings to file an assignment in bankruptcy pursuant to the
Bankruptcy and Insolvency Act.

Conflicts of Interest

There are no known existing or potential material conflicts of interest among the Company or a subsidiary
of the Company and their respective directors or officers as a result of their outside business interests, except that
certain of the directors and officers serve as directors and/or officers of other companies which may be involved in
the industries in which the Company participates and therefore it is possible that a conflict may arise between their
duties as a director or officer of the Company and their duties as a director and/or officer of such other companies.
Ms. Mastro is a Senior Managing Director of Sempra, which is Universal's exclusive supplier of Electricity Swaps
and natural gas and a sharcholder of the Company. See "Principal Agreements ~ Principal Agreements of
Universal”. Tn accordance with the CBCA, directors who have a material interest in any person who is a party to a
material contract or proposed material contract with the Company are required, subject to certain exceptions, to
disclose that interest and abstain from voting on any resolution to approve that contract. In addition, the directors are
required to act honestly and in good faith with a view to the best interests of the Company. See "Interest of
Management and Others in Material Transactions”.
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AUDIT COMMITTEE INFORMATION

Our Audit Committee is presently comprised of Barry A. Tissenbaum C. A. (Chairman), Frank F. Klees
and Janet Wightman. The Following chart sets out the assessment of each Audit Committee member's
independence, financial literacy and relevant educational background and experience supporting such financial
literacy, For the purposes of Multilateral Instrument 52-110, an individual is financially literate if he or she has the
ability to read and understand a set of financial statements that present a breadth and level of complexity of
accounting issues that are generally comparable to the breadth and complexity of the issues that can reasonably be
expected to be raised by the issuer’s financial statements.

Name and Municipality of
Residence

Independent

Financially
Literate

Relevant Education and Experience

Barry A. Tissenbaum, CA
Toronto, Ontario

Frank F. Klees
Aurora, Ontario

Yes

Yes

Yes

Yes

Mr. Tissenbaum was a Partner, Entrepreneurial
Services at Emst & Young LLP from 1991 to 2005.
He also served as the Director of Retail and
Consumer Products at Emst & Young LLP from
1996 to 2000 and the Managing Partner of the
Toronto Midtown OQffice at Emnst & Young LLP
from 1991 to 1996. In these roles, Mr. Tissenbaum
provided consulting services to senior management
in the areas of strategy, profitability, finance,
management, taxation, mergers, acquisitions and
divestitures. Mr. Tissenbaum has been serving as a
director and consultant to numerous private
companies since June 2005. He is a director of two
other public companies, Northstar Health Care Inc.
and Medworxx Solutions Inc. and serves on the
audit committees of  both companies.
Mr. Tissenbaum has also taken numerous leadership
roles in not-for-profit organizations.
Mr. Tissenbaum qualified as a chartered accountant
in Quebec in 1968 and in Ontaric in 1974. He is a
member of the Canadian Institute of Chartered
Accountants and the Institite of Chartered
Accountants of Ontario.

Mr. Klees has been a sitting Member of Provincial
Parliament (Ontaric) since 1995, He is cumrently the
Official Opposition Caucus Chair and Critic for the
ministries  of  Transportation and  Public
Infrastructure. During his political career, Mr. Klees
has served in several key roles, including
Parliamentary Assistant in the portfolios of Natural
Resources and Social Services, Chief Government
Whip, Deputy House Leader, Tourism Minister and
Minister of Transportation, during which he was
responsible for the implementation of a multi-year
£10 billion highway infrastructure program. Prior to
his political career, Mr. Klees co-founded the
Municipal Gas Corporation, an enetgy company that
developed 55,000 customers in Ontario, Manitoba
and Quebec.
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Financially
Literate

Relevant Education and Experience

Janet Wightman Yes
Regina, Saskatchewan

Yes

Ms. Wightman has served as the President and Chief
Executive Officer of Victoria Park Capital Inc., the
contract investment manager for Investment
Saskatchewan Inc., since November 2006. Prior
thereto, Ms. Wightman served as the President and
Chief  Executive  Officer of Investment
Saskatchewan Inc. from May 2004 to October 2006,
where she was responsible for establishing a start-up
Crown corporation with responsibility for
commercial private equity investment and debt
financing with a portfolio of approximately $460
million. Prior thereto, Ms. Wightman served as the
Executive Vice-President and Chief Operating
Officer of Farm Credit Canada from April 2001 to
April 2004, where she was responsible for all
operational divisions, including a national portfolio
of approximately $10 billion and annual
disbursements of approximately $3 billion.
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Andit Committee Charter

The charter of our Audit Committee is attached as Schedule "A" to this Annual Information Form.
Pre-Approval of Policies and Procedures

Under the Audit Committee Charter, the Audit Committee is required to pre-approve (if pre-approval is not
required by law) the appointment of the external auditor io provide any audit service or non-prohibited non-audit
service to us and, if desired, establish detailed policies and procedures for the pre-approval of audit services and
non-prohibited non-audit services by the external auditor. The Audit Committee may delegate this ability to one or
more of its members to the extent permitted by applicable law provided that any pre-approvals granted pursuant'to
such delegation must be detailed as to the particular service to be provided, may not delegate Audit Committee
responsibilities to management and must be reported to the full Audit Committee at its next scheduled meeting.

External Auditor Service Fees

Type of Fees and Fiscal Year Ended Aggregate Fees Billed Nature of Services Performed

Audit Fees

Fiscal Year ended September 30, 2008 $467,500 Audit of consolidated financial statements
and review of interim financial statements

Fiscal Year ended September 30, 2007 $334,000 Audit of consolidated financial statements

and review of interim financial statements.

Audit — Related Fees:

Fiscal Year ended September 30, 2008 $40,000 Debenture issue and other advisory work
Fiscal Year ended September 30, 2007 $523,000 Prospectus review and other advisory work
Tax Fees:
Fiscal Year ended September 30, 2008 $50,000 Tax and accounting advisory
Fiscal Year ended September 30, 2007 $25,000 Tax and accounting advisory
All Other Fees:
Fiscal Year ended September 30, 2008 ENil
Fiscal Year ended September 30, 2007 $Nil
CAPITAL STRUCTURE

The authorized share capital of the Company consists of an unlimited number of Common Shares, an
unlimited number of first preferred shares; issuable in series, an unlimited number of second preferred shares,
issuable in series, and one special share.

Common Shares

Holders of Common Shares are entitled to receive notice of and to attend and vote at all meetings of
shareholders of the Company, except meetings of holders of another class of shares. Each Common Share entitles
the holder thereof to one vote.

Subject to the preferences accorded to holders of first preferred shares, second preferred shares and any
other shares of the Company ranking senjor to the Common Shares from time to time with respect to the payment of
dividends, holders of Commen Shares are entitled to receive, if, as and when declared by the Board, such dividends
as may be declared thereon by the Board from time to time.

In the event of the voluntary or involuntary liquidation, dissolution or winding-up of the Company, or any
other distribution of its assets among its shareholders for the purpose of winding-up its affairs (a "Distribution”),
holders of Common Shares are entitled, subject to the preferences accorded to the holders of first preferred shares,
second preferred shares and any other shares of the Company ranking senior to the Common Shares from time to
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time with respect to payment on a Distribution, to share equally, share for share, in the remaining property of the
Company.

First Preferred Shares

Subject to the filing of articles of amendment in accordance with the CBCA, the Board may at any time and
from time to time issue the first preferred shares in one or more series, each series to consist of such number of
shares as may, before the issuance thereof, be determined by the Board. Subject to the filing of articles of
amendment in accordance with the CBCA, the Board may from time to time fix, before issuance, the designation,
rights, privileges, restrictions and conditions attaching to each series of first preferred shares including, without
limiting the generality of the foregoing, the amount, if any, specified as being paid preferentially to such series on a
Distribution; the extent, if any, of further participation on a Distribution; voting rights, if any; and dividend rights
(including whether such dividends be preferential or cumulative or non-cumulative), if any.

In the event of a Distribution, holders of each series of first preferred shares shall be entitled, in priority to
holders of Common Shares, second preferred shares and any other shares of the Company ranking junior to the first
preferred shares from time to time with respect to payment on a Distribution, to be paid rateably with holders of
each other series of first preferred shares the amount, if any, specified as being payable preferentially to the holders
of such series on a Distribution.

The holders of each series of first preferred shares shall be entitled, in priority to holders of Commeon
Shares, second preferred shares and any other shares of the Company ranking junior to the first preferred shares
from time to time with respect to the payment of dividends, to be paid rateably with holders of each other series of
first preferred shares, the amount of accumulated dividends, if any, specified as being payable preferentially to the
holders of such series.

Second Preferred Shares

Subject to the filing of articles of amendment in accordance with the CBCA, the Board may at any time and
from time to time issue the second preferred shares in one or more series, each series to consist of such number of
shares as may, before the issuance thereof, be determined by the Board. Subject to the filing of articles of
amendment in accordance with the CBCA, the Board may from time to time fix, before issuance, the designation,
rights, privileges, restrictions and conditions attaching to each series of second preferred shares including, without
limiting the generality of the foregoing, the amount, if any, specified as being payable preferentially to such series
on a Distribution; the extent, if any, of further participation on a Distribution; voting rights, if any; and dividend
rights (including whether such dividends be preferential, or cumulative or non-cumulative), if any.

In the event of a Distribution, holders of each series of second preferred shares shall be entitled, subject to
the preference accorded to holders of first preferred shares but in priority to holders of Common Shares and any
other shares of the Company ranking junior to the second preferred shares from time to time with respect to payment
on a Distribution, to be paid rateably with holders of each other series of second preferred shares the amount, if any,
specified as being payable preferentially to the holders of such series on a Distribution.

The holders of each series of second preferred shares shall be entitled, subject to the preference accorded to
the holders of first preferred shares but in pricrity to holders of Common Shares and any other shares of the
Company ranking junior to the second preferred shares from time to time with respect to the payment of dividends,
to be paid rateably with holders of each other series of second preferred shares, the amount of accumulated
dividends, if any, specified as being payable preferentially to the holders of such series.

Special Share
The special share is held by Sempra, Universal's exclusive supplier of natural gas and Electricity Swaps. As

the holder of the special share, Sempra has the right to appoint one director to the Board during the term of the
Commodity Agreements.
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The holder of the special share is entitled to receive notice of and to attend all meetings of shareholders of
the Company at which directors are to be elected and is entitled, voting exclusively and separately as a class, to
nominate and elect one director of the Company.

No dividends shall at any time be declared and/or paid on the special share.

In the event of a Distribution, the holder of the special share shall be entitled, subject to the preference
accorded to holders of first preferred shares, second preferred shares and any other shares of the Company ranking
senior to the special share from time to time with respect to payment on a Distribution, but in priority to holders of
Common Shares and any other shares of the Company ranking junior to the special share from time to time with
respect to payment on a Distribution, to be paid an amount equal to the redemption price of a special share ($10.00),
but with no further participation in the assets or property of the Company.

The special share is redeemable by the Company for a redemption price of $10.00 at any time following the
occurrence of either of the following events: (i) Sempra ceases to be the legal or beneficial owner of the spedial
share; or (ii) the termination of the last agreement in force between Sempra and the Company or its affiliates which
provides that Sernpra is entitled to elect or appoint a director during the term of such agreement or that provides-that
it is an event of default or termination of such agreement if Sempra is not permitted to appoint a director of the.
Company during the term of such agreement.

Convertible Debentures

On October 2, 2007, the Company issued $90,000,000 aggregate principal amount of Convertible
Debentures at a price of $1,000 per Convertible Debenture. The Convertible Debentures mature on September 30,
2014 (the "Maturity Date"). Interest on the Convertible Debentirres is payable semi-annually in arrears on March
31 and September 30 in each year commencing March 31, 2008. The Convertible Debentures were issued under and
pursuant to the provisions of the Debenture Indenture between the Company and the Convertible Debenture Trustee,
as trustee.

Each Convertible Debenture is convertible into Common Shares.at the option of the holder of a Convertible
Debenture at any time prior to the close of business on the business day immediately preceding the Maturity Date or,
if called for redemption, on the business day immediately preceding the date fixed by the Company for redemption,
at a conversion price of $22.71 per Common Share (the "Conversion Price"), being a conversion ratic of
approximately 44.03 Common Shares for each $1,000 principal amount of Convertible Debentures, subject to
adjustment in accordance with the terms of the Trust Indenture. Holders converting their Convertible Debentures
will be entitled to receive accrued and unpaid interest for the period from the last interest payment date up to but
excluding the date of conversion.

The Convertible Debentures are redeemable prior to October 1, 2010. On and after October 1, 2010, but
prior to September 30, 2012, the Convertible Debentures will be redeemable, in whole or in part, at a price equal to
the principal amount thereof, plus accrued and unpaid interest, at the Company's sole option on not more than 60
days' and not less than 30 days' prior notice, provided that the weighted average trading price of the Common Shares
on the TSX for the 20 consecutive trading days ending five trading days preceding the date on which notice of
redemption is given is not less than 125% of the Conversion Price, On and after September 30, 2012, but prior to the
Maturity Date, the Convertible Debentures will be redeemable, in whole or in part, at.a price equal to the principal
amount thereef, plus accrued and unpaid interest, at the Company's sole option on not more than 60 days' and not
less than 30 days' prior notice.

Subject to regulatory approval, the Company may, at its option, repay the principal amount of the
Convertible Debentures due on redemption or at maturity through the issuance of Common Shares. In addition,
subject to regulatory approval, Common Shares may be issued to the Convertible Debenture Trustee and sold, with
the proceeds used to satisfy the obligations to pay interest on the Convertible Debentures.

The payment of the principal of, and interest on, the Convertible Debentures is subordinated in right of
payment, as more particularly as set forth in the Trust Indenture, to the prior payment in full of all Senior
Indebtedness of the Company. "Senior Indebtedness” of the Company is defined in the Trust Indenture as all
indebtedness, liabilities and other obligations (contingent or otherwise), whether outstanding as at the date of the
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Trust Indenture or thereafter incurred, which, by the terms of the instrument creating or evidencing the indebtedness,
is not expressed to be pari passu with, or subordinate in right of payment to, the Convertible Debentures.

MARKET FOR SECURITIES

Our Common Share and our Convertible Debentures are listed for trading on the TSX under the symbols
"UEG" and "UEG.DB", respectively. The following tables set forth the high and low sales prices (which are not
necessarily the closing prices) and trading volumes for the Common Shares and the Convertible Debentures,
respectively, on the TSX as reported by the TSX for the periods indicated:

Commeon Shares

Period Price Range (3) Trading Volume
2008 : High Low
18.65 16,39 693,151
16.59 14.20 1,494,183
15.70 1351 1,052,472
1639 14.99 1,816,171
15.25 14.01 853,446
15.25 14.25 1,240,877
14.25 10.70 2,767,195
11.26 9.65 1,167,400
10.08 8.06 1,565,400
9.18 6.74 877,500
7.95 5.52 205,300
5.80 4.50 542,800
Convertible Debentures
Period Price Range (3) Trading
2008 High Low Volume
JANUANY (oot se et 98.75 96.50 1,333,000
FebIUATY ...ooeee sttt e e e 97.00 94.00 2,813,000
MAECH. oo ettt et ee e e e st st st s e e aesr s 94.00 85.00 901,000
ADTHLciiiiti e nrre e e e e e eaa s 93.00 85.00 4,657,000
MAY o et et a e e 92.95 86.00 2,502,000
JURE. oot e e e 96.00 88.00 12,805,750
JULY ettt et 94.00 86.00 360,000
AUZUST Lo e e et 91.00 82.00 0
SEPIEMDET .ciit et rere e eraes e e e e st 90.00 82.00 0
OCLODET «.otiet s rae e e e e e e et ses s sbn e s s b 80.00 65.00 0
NOVEMDET ..ottt eec e 72.00 50.00 0
December (to December 17)......cooveereen £0.00 40.00 0
ESCROW OF SECURITIES

Pursuant to the Escrow Agreement, all of the Common Shares held by the Existing Shareholders following
the IPO Closing and the completion of the Acquisitions, being 23,204,544 Common Shares in aggregate, then
representing 64% of the issued and outstanding Common Shares were deposited with the escrow trustee. A total of
10,453,357 Common  Shares remain in  escrow  pursuant to the Escrow  Agreement.
The 19,126,781 Common Shares held by the Universal Existing Shareholders and the TGF Management
Shareholders were subject to a three year escrow period. One third of the Common Shares held by such shareholders
on the IPO Closing Date will be released from escrow on ¢ach of the first three anniversaries of the IPO Closing
Date. 6,375,594 Common Shares were released from escrow on February 2, 2008 and the remaining 12,751,187
Comimon Shares will be released from escrow as to 50% on February 2, 2009 and the balance on February 2, 2010.
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The 4,077,763 Common Shares held by the TGF Non-Management Shareholders were subject to an 18
month escrow period that expired on August 2, 2008.

Notwithstanding the foregoing, all Common Shares remaining in escrow shall be released upon the death,
permanent disability or inveluntary termination (other than for cause) of an Existing Shareholder, or upon a change
of control. All Common Shares subject to the Escrow Agreement may still be voted by the Existing Shareholders.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

No director, executive officer or shareholder who beneficially owns, directly or indirectly, or exercises
control or direction over, more than 10% of the outstanding Common Shares, or any known associate or affiliate of
any such person, has or had any material interest, direct or indirect, in any transaction within the last three years or
in any proposed transaction, that has materially affected or will materially affect the Company or a subsidiary of the
Company, except as disclosed, "Principal Agreements — Principal Agreements of Universal”, "Directors and
Officers", and "Promoters” other than the following:

Messrs. Drummond, Silver, Lafrance, Plummer and Silvestri (or persons or entities associated or affiliated
with them) and Sempra were security holders of Universal and\or TGF and received Common Shares and cash
consideration on the sale of such securities pursuant to the Acquisitions. See "General Development of the
Business";

Related Party Transactions and Balances

During the financial year ended September 30, 2008, the Company entered into various transactions with
related parties as follows:

1. Universal is party to the following agreements with Sempra, a significant shareholder of the Company:
(a) Gas Purchase Agreements:

Universal entered into the natural gas purchase and sale agreement with Sempra on July 14, 2005
(amended and restated February 2, 2007). On February 2, 2007 UGE and Sempra also entered into an
agreement pursuant to which Sempra supplies natural gas to UGE in connection with UGE’s gas marketing
business in Michigan {“Gas Purchase Agreements™). Pursuant to the Gas Purchase Agreements, Universal
engaged Sempra fo act as Universal’s exclusive supplier of natural gas, subject to certain limited
circumstances.

Universal’s obligations to Sempra under the Gas Purchase Agreements are secured by the grant of
a first priority security interest on substantially all of Universal’s current and future assets, including all
cash and cash equivalents, all accounts receivable and all deposit accounts, In addition, all payments
received by Universal from its customers and the LDCs are paid to a specified lockbox or by wire transfer
to specified Universal blocked bank accounts ender the control of Sempra, from which amounts are first
paid to Sempra in satisfaction of payments due to Sempra under the Gas Purchase Agreements, and all
excess amounts are then paid to Universal.

If Sempra defaults in its obligations to deliver natural gas to Universal, or if Universal defaults. in
its obligation to accept delivery of natural gas, subject to force majeure, the Gas Purchase Agreements
contain provisions requiring the payment of various amounts by the non-performing party to the
performing party.

During the year, Universal made natural gas purchases under the agreements totalling $191.4
million (2007 - $90.3 million). Included in accounts payable at September 30, 2008 is an amount owing of
$17.5 million.
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(b) Electricity Swap Agreement

Universal entered into an electricity swap master agreement (“Electricity Swap Agreement™) with
Sempta on July 14, 2005 (amended and restated February 2, 2007). Pursuant to the Electricity Swap
Agreement, Universal engaged Sempra to act as Universal’s exclusive supplier of electricity swaps.

Universal’s obligations to Sempra under the Electricity Swap Agreement are secured by the grant
of a first priority security interest on substantially all of Universal's current and future assets, including all
cash and cash equivalents, all accounts receivable and all deposit accounts. In addition, all payments
received by Universal from its customers and the LDCs are paid to a specified lockbox or by wire transfer
to specified Universal blocked bank accounts under the centrol of Sempra, from which amounts are first
paid to Sempra in satisfaction of payments due to Sempra under the Electricity Swap Agreement, and all
excess amounts are then paid to Universal.

Upon the occurrence of a contract termination event, the non-defaulting party has the right to
immediately, for so long as the contract termination event is continuing: suspend its performance under
electricity swaps then outstanding; or liquidate and terminate the electricity swaps then outstanding and
accelerate the payment of any amounts due. Upon any such liquidation and termination, the non-defaulting
party must calculate a net settlement amount in accerdance with the formula contained in the Electricity
Swap Agreement. The party with the net settlement amount payment obligation must pay such amount to
the other party within one business day of receipt from the non-defaulting party of notice of such
calculation.

During the year, Universa! incurred net settlement payments under the electricity swap agreements
totalling $44.2 million (2007 - $39.7 million). Included in accounts payable as at September 30, 2008 is an
amount owing of $3.6 million.

In addition, the Gas Purchase Agreements and the Electricity Swap Agreement contain finpancial margin
requirements that commence on February 2, 2009 as well as other covenants. These agreements terminate on June
30, 2010. As at September 30, 2008 the balance in the blocked account which is included in restricted cash
amounted to $3.0 million.

2. During the year, the Company incurred expenses amounting to $1.0 million (2007 - $0.882 million} for
direct mail marketing services and rental expense to Market Connections Inc. and Ajax Estates Holdings Inc. in
which certain officers and directors hold an equity interest. Included in accounts payable as at September 30, 2008
is an amount owing of $0.098 million.

3 TGF has entered into a credit support agreement with Vertex Oil & Gas Ltd., a company controlled by an
officer and director that allows TGF to enter into hedges and swaps to mitigate risk exposure to the volatility of
ethanol pricing. At September 30, 2008 the TGF hedges and swaps were closed out and this credit support
agreement was cancelled. Included in accounts payable as at September 30, 2008 is an amount owing of $16.9
million which includes the final settlement amount of $13.3 million for the hedges and swaps that were closed out.

4. NEC entered into a lease at 360 Frankcom Street, Ajax, Ontario with Ajax Estates Holdings Ltd., a company
controlled by Mark Silver.

These transactions were conducted in the normal course of business on terms and rates agreed to by the
related parties.

RISK FACTORS

You should carefully consider the risks described below before making an investment decision. The risks
described below are not the only ones facing the Company and holders of the Common Shares. Additional risks not
currently known to us or that we currently deem immaterial may also impair our business operations. Our business,
financial condition, revenues or profitability could be materially adversely affected by any of these risks. The
trading price of the Common Shares could decline due to any of these risks, and you may lose all or part of your
investment. This Annual Information Form contains forward-looking statements that invelve risks and uncertainties.
Our actual results could differ materially from those anticipated in these forward-looking statements as a result of
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certain factors, including the risks faced by us described below and ¢lsewhere in this Annual Information Form. See
"Forward-Looking Statements.”

Risks Related to our Retail Electricity and Natural Gas Business
Availability of Supply; Dependence on Sempra; Restrictive Covenants with Sempra

Universal's business model is based on contracting for supply of natural gas and Electricity Swap
agreements to fix margins. There is a risk that Gas Suppliers and/or Electricity Swap counterparties (such as
Sempra) could not deliver due to business failure or supply shortage or that Universal could not identify alternatives
to Sempra.

All of Universal's and Universal U.S.'s natural gas supply contracts and Electricity Swap contracts are
currently with Sempra. Should Sempra experience financial difficulties or be otherwise unable to perform its
obligations under the Commodity Agreements, the ability of Universal and Universal U.S. to meet their obligations
to their customers and, therefore, their ability to earn margins on electricity and natural gas sales, could be adversely
affected.

The terms of the Commodity Agreements may make it more difficult for Universal to operate because it
must comply with certain financial, organizational, operational and other restrictive covenants. Among other things,
the Commodity Agreements restrict Universal's ability to underiake the following activities, subject to the approval
of Sempra: (i) deal with other energy suppliers; (ii} (A) until February 2, 2009, pay dividends or make other
distributions to the Company, as its sole shareholder, and thereafter, (B) pay dividends or make other distributions
with a current market value that exceeds 75% of the "free cash" eamed by Universal during such year and otherwise
in compliance with the terms of the Commodity Agreements; (iii) invest in other businesses or entities; (iv) enter
new markets and expand its business; (v} enter into certain commercial transactions; {vi) incur indebtedness or grant
security on its assets; and (vii) sell assets.

In addition, the Commodity Agreements prescribe certain conditions and events that enable Sempra to
terminate the Commodity Agreements, including the following: (i) a breach of the agreement by Universal; (ii} a
change in control of Universal or certain affiliates; (iii) contributions by Universal to, or investments by Universal
in, certain affiliates above prescribed amounts; (iv) Sempra not being permiited to appoint a director to the board of
directors of Universal. Upon the occurrence of such a termination event, Sempra may suspend its performance under
natural gas purchase and sale transactions and Electricity Swaps then outstanding, or liquidate and terminate the
natural gas purchase and sale transactions and Electricity Swaps then outstanding and accelerate the payment of any
amounts due,

See "Principal Agreements — Principal Agreements of Universal".
Electricity and Natural Gas Supply: Hedging, Balancing and Market Risk

Subject to certain limited exceptions, it is Universal's general policy to match the estimated electricity and
natural gas requirements of its customers by purchasing, in the case of natural gas, the offsetting volumes of natural
gas from Sempra at fixed prices and, in the case of electricity, entering into offsetting Electricity Swaps with
Sempra, in each case in advance of obtaining customers. Historically and currently, energy supplies have been
available at prices that permit Universal to establish a positive Operational Margin. To the extent that supplies of
electricity and natural gas are not available at acceptable prices in the future, Universal's ability to maintain positive
Operational Margins may be adversely affected. There is no assurance that Universal will be able to sustain positive
Operational Margins.

Depending on several factors, including weather, Universal's customers may use more or less electricity
and natural gas than the volume purchased by Universal for delivery to them. Although Universal is able to invoice
its customers for balancing charges when the amount of electricity used by its customers is greater than or less than
the amount of energy that Universal has estimated its customers would use, Universal implemented a practice in
early 2007 not to invoice its residential electricity customers in Ontario for balancing charges that are greater than or
less than 109% of the aggregate amount of the commodity portion of the customer's electricity bill on an annual basis.
Any excess balancing charges (or credits) will be carried forward and applied to a customer's electricity bill in
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subsequent years. Therefore, Universal will bear the cost of any aggregate balancing charges in excess of this 10%
threshold at the end of the contract term. Furthermore, Universal does not invoice its Ontario residential or small
commercial natural gas customers for balancing charges. Universal must bear any such balancing costs. The
application of Universal's balancing procedures can in certain circumstances expose Universal to market risk.
Market risk is the potential loss that may be incurred as a result of changes in the market or fair value of a particular
instrument or commaodity, such as electricity or natural gas. Universal's balancing procedures, customer attrition and
other factors may result in the need for Universal to purchase or sell over time shortfall or excess volumes of natural
gas at spot market prices, which have recently been subject to significant fluctuations. This could result in the
reduction or elimination of Universal's Qperational Margin on the sale of electricity or natural gas and could result
in a loss. In addition, Universal is generally required by natural gas LDCs to rectify imbalances in natural gas pools
at regular intervals. At certain of these intervals the pools must be balanced within stipulated parameters. If
imbalances are not within the stipulated parameters at the requisite times, Universal may be required to pay certain
penalties, which in some cases can be significant. Therefore, the inability or failure of Universal to manage and
monitor these hedging, balancing and market risks could have a material adverse affect on its operations and cash
flows.

Volatility of Commodity Prices — Enforcement

A risk to Universal's business model is a sudden and significant drop in the market price of electricity. or
natural gas that causes customers to attempt to cancel their Energy Contracts. Universal’s practice is to enforce the
early termination provisions of its Energy Contracts in such cases. However, the enforcement of the early
termination provisions in Universal's Energy Contracts through legal action may be time consuming and expensive
given the number of customers that Universal has. Furthermore, during the process of enforcing such Energy
Contracts, which could take a substantial period of time, Universal would still be liable to pay Sempra for the
electricity and natural gas which. it has purchased on behalf of customers who have purported to cancel their Energy
Contracts. In addition, in such a situation Universal may be forced to sell its excess natural gas at spot prices or
terminate Electricity Swaps at prevailing market spot prices, which could have a material adverse impact on
Universal's cash flow.

Availability of Credit

The seasonality of customer consumption creates working capital requirements necessitating the use of
Universal's available credit. In addition, Universal and Universal U.S. are required to post collateral in connection
with energy supply contracts, licence obligations and obligations owed to certain LDCs and are limited in their
ability to provide security under contracts with Sempra. Cash flow could be impacted by the ability of Universal to
fund such requirements or to provide other satisfactory collaterai for such obligations. The most significant assets of
Universal consists of its Energy Contracts, which may not be suitable as security for some creditors, Gas Suppliers
or Electricity Swap counterparties. Universal's business may be adversely affected if it is unable to meet its
collateral posting requirements in the future.

Legislative and Regulatory Environment

Universal currently operates in the highly regulated electricity and natural gas retail sales industry in the
Provinces of Ontario and British Columbia and in the State of Michigan, and may expand its operations into other
highly regulated electricity and natural gas retail markets in North America. Universal must comply with the
legislation and regulations in these jurisdictions in order to maintain its licensed status and to continue its operations.
There is potential for changes to this legislation and these regulatory measures that may, favourably or
unfavourably, impact Universal's business model. Universal depends on a large group of Independent Contractors to
expand its customer base. The composition of that group varies from month to month. As part of doing business as a
door-to-door marketing company, Universal regularly receives complaints from consumers. The failure to
successfully resolve complaints could result in sanctions from regulatory and legal authorities such as a loss of a
licence, which would have a material adverse effect on Universal. Similarly, changes to consumer protection
legislation in those provinces and states where Universal markets to non-commercial customers may, favourably or
unfavourably, impact Universal's business model. There can be no assurance that future decisions of the OEB, the
MPSC, the BCUC, or other regulatory bodies having jurisdiction over Universal's business activities, or rules
enacted by them, or new legislation or regulations or changes to existing legislation or regulations, including any
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change in regulatory policy, rules, legislation or regulations which would impact Universal's ability to renew Energy
Contracts on the expiration of their term, will not adversely affect the operations or cash flow of Universal,

Energy Trading Inherent Risks

Energy trading subjects Universal to inherent risks associated with future contractual commitments,
including market and operational risks, counterparty credit risk, product location differences, market liquidity and
volatility. The failure or inability of Universal to monitor and address the energy trading inherent risks could have a
material adverse effect on its operations and cash flow.

Management Information System

Universal operates in a high volume business with an extensive array of data interchanges and market
requirements. Universal is highly dependent on its management information system to track, monitor and correct or
otherwise verify a high volume of data to ensure that reported financial results are accurate. Management also relies
on its management information system to provide its Independent Contractors with up-to-the minute marketing and
compensation information and to electronically record each customer telephone interaction, all of which
management believes contributes to Universal's ability to capture-a significant portion of the direct purchase market
in any given month. Universal's information system also helps management forecast new customer enrolments and
their energy requirements, which helps ensure that Universal is able to match all of its new customers' estimated
average energy requirements without exposing Universal to the "spot" market. Any failure of the management
information system or the failure of Universal to maintain and upgrade its management information system could
have a material adverse effect on the operations and cash flow of Universal.

Dependence on LDCs and Customer Credit Risk

In all jurisdictions in which Universal operates, the LDCs currently perform billing and collection services,
However, there is no assurance that the LDCs who provide these services will continue to do so in the future. If the
LDCs cease to perform these services, Universal would have to seek a third party billing provider or develop
internal systems to perform these functions. If a significant number of customers were to default on their payments,
it could have a material adverse affect on the operations and cash flow of Universal. Similarly, if a customer's
Energy Contract is terminated and the customer owes early termination fees as a result, Universal may have to
pursue such fees through internal or contracted collection processes. There can be no assurance that the practices or
policies of LDCs in the future will not limit the growth or profitability of Universal, which would limit future
growth of Universal's cash flow.

Competition

A number of Universal's primary competitors in its existing markets, particularly Centrica plc, have been
operating for a much longer period of time than Universal, have a much larger market capitalization than Universal,
and have considerably more customers than Universal. These competitors may therefore have a greater ability to
access credit, withstand market changes and compete for customers.

It is possible that new entrants may enter the market as Energy Retailers and compete directly for the
customer base that Universal targets, slowing the growth of or reducing Universal's market share. New competitors
may be better capitalized than Universal. If the LDCs are permitted by changes in the current regulatory framework
to sell natural gas at prices other than WACOG and sell electricity at prices other than their cost, their existing
customer bases could provide them with a significant competitive advantage. This may limit the number of
customers available for Energy Retailers, including Universal.

Independent Contractors

The continued growth of Universal is reliant on the services of Independent Contractors, the core of whom
generate a large percentage of Universal's new customers. The cost of attracting or retaining Independent
Contractors who are effective in completing sales may increase as the growth in customer penetration ratés in
mature markets stabilizes. In addition, there can be no assurance that competitive conditions will allow these
Independent Contractors to sign up new customers at the rate at which new customers have been signed up in the
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past. Although commission expenses are only incurred in connection with new flowing Energy Contracts which are
secured by its Independent Contractors, lack of success in these marketing programs would limit future growth-of
the cash flow of Universal.

FElectricity Contract Renewals and Attrition Rates

As at September 30, 2008, Universal held long term Electricity Contracts with customers reflecting
approximately 214,411 electricity RCEs, of which 28% renew in the year ending September 30, 2013. Since the
vast majority of the Electricity Contracts owned by Universal are for five year terms, Universal has had no
Electricity Contract renewals to date. Although Universal has experienced Electricity Contract attrition rates of less
than 13.0% per year, there can be no assurance that this rate of annual attrition will not increase in the future or that
Universal will be able to renew its existing Electricity Contracts at the expiration of their terrns. Changes in
customer behaviour, government regulation or increased competition may affect (potentially adversely) attrition and
renewal rates in the future and these changes could adversely affect the future cash flow of Universal.

Guas Contract Renewals and Atftrition Rates

As at September 30, 2008, Universal had long term Gas Contracts reflecting approximately 234,494
natural gas RCEs, of which 40% renew in the year ending September 30, 2013. Since the vast majority of the Gas
Contracts owned by Universal are for five year terms, Universal has had no Gas Contract renewals to date. Although
Universal has experienced Gas Contract attrition rates of less than 10% per year, there can be no assurance that this
rate of annual attrition will not increase in the future or that Universal will be able to renew its existing Gas
Contracts at the expiration of their terms. Changes in customer behaviour, government regulation or increased
competition may affect (potentially adversely) attrition and renewal rates in the future and these changes could
adversely affect the future cash flow of Universal.

Commodity Alternatives

To the extent that electricity and natural gas enjoy a price advantage over other forms of energy, such price
advantage may be transitory and consumers may switch to the use of another form of energy. The recent volatility in
electricity and natural gas prices could result in these other sources of energy providing more significant competition
to Universal.

Foreign Exchange Risk

Net income from Universal U.S.'s operations in Michigan is denominated in U.S. dollars, such that
fluctuations of the currency exchange rate between the Canadian dollar and the U.S. dollar may have an impact on
the Canadian dollar amount of net income realized from the U.S. operations, If Universal expands its U.S.
operations, Universal's exposure to fluctuations of the currency exchange rate between the Canadian dollar and the
U.S. dollar, and the resultant impact on the Canadian dellar amount of net income realized from Universal's 1.8,
operations, will be increased.

Dependence on Personnel

The success of Universal to date has been largely dependent on the skills and expertise of its management
personnel. The continued success of Universal will be dependent upon its ability to retain the services of such
personnel and recruit and retain other key employees for its business. Any loss of the services of such individuals
could have a material adverse affect on the business and operations of Universal. Currently, neither the Company
nor Universal carries "key man" insurance that would compensate it for a loss of any of its senior executives.

Universal must hire qualified managers and other personnel and retain qualified Independent Contractors.
Competition for managers, employees and independent Contractors is strong, and Universal may not be able to
attract and maintain qualified personnel and Independent Contractors. If Universal is unable to hire and maintain
productive and competent personnel and Independent Contractors, Universal's expansion strategy may be adversely
affected, the amount of electricity and natural gas that Universal sells may decrease and Universal may not be able
to execute its business strategy.
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Limited Operating History

Univetsal was incorporated in Noevember 2004 and commenced operations in February 2005. Accordingly,
Universal has a limited operating history from which investors can evaluate its business and prospects. Moreover,
since Universal's inception it has incurred operating losses.

Universal's prospects must be considered in light of the risks and uncertainties encountered by an early-
stage company and in rapidly evolving markets, such as the retail electricity and naturat gas markets. Some of these
risks relate to Universal's potential inability to: effectively manage its business and operations; recruit and retain. key
personnel; successfully maintain a low-cost structure as it expands the scale of its business; manage rapid growth in
personnel and operations; develop new products that complement its existing business; and successfully address the
other risks it faces, as described throughout this Annual Information Form.,

If Universal cannot successfully address these risks, its business, future results of operations and financial
condition may be materially adversely-affected, and Universal may continue to incur operating losses in the future.

Risks Related to our Ethanol Business
Defective Material, Workmanship or Process Engineering

Although the EPC Contract sets out certain remedies that TGF can pursue if the Belle Plaine Facility does
not meet the stated performance criteria, defects discovered after operation, or if the Belle Plaine Facility fails to
meet the performance criteria, may have a material adverse impact on TGF's financial performance and could harm
TGF's business. These limitations on production negatively affect TGF's cash flow and impair its ability to satisfy
any -outstanding debt obligations.

Changes in interest rates or changes in political administrations at the federal, provincial or local level that
result in policy changes toward ethanol could also cause construction and operation delays.

Leverage and Restrictive Covenants

The use of debt financing makes it more difficult for TGF to operate because it must make principal and
interest payments on the indebtedness and abide by covenants contained in its debt financing agreements. The level
of TGF's debt may have important implications on TGF's operations, including, among other things: limiting TGF's
ability to obtain additional debt financing; making TGF vulnerable to increases in prevailing interest rates; requiring
TGF to dedicate a substantial portion of its cash flow from operations to interest and principal payments in respect
of its indebtedness, thereby reducing the availability of cash flow for working capital, capital expenditures and other
general corporate expenditures; placing TGF at a competitive disadvantage because it may be substantially more
leveraged than some of its competitors; subjecting all or substantially all of TGF's assets to liens, which means that
there may be no assets left for the Company as TGF's sole shareholder in the event of a liquidation; limiting TGF's
ability to adjust to changing market conditions, which could make it more vulnerable to a downturn in the general
economic conditions of its business; and limiting TGF's ability to make business and operational decisions regarding
its business and its subsidiaries, including, among other things, limiting TGF's ability to pay dividends to the
Company, make capital improvements, sell or purchase assets or engage in transactions TGF deems to be
appropriate and in its best interest.

The terms of TGF's existing debt financing agreements contain financial, maintenance, organizational,
operational and other restrictive covenants. TGF is currently in breach of certain of these covenants as a result of
delays in reaching full production at the Beile Plaine Facility. TGF’s Senior Lender has requested amendments o its
Loan agreement to provide further secure its position. Management is currently in active negotiations with TGF’s
Senior and Subordinated lenders regarding the amendment of various covenant and liquidity requirements gaing
forward. Future amendments toTGF’s loan agreements, or a failure to cure the covenant breaches, could have a
material adverse effect on TGF’s business, results of operations and financial condition.

TGF's ability to make payments on and refinance its indebtedness will depend on its ability to generate cash
from its future operations. TGF's ability to generate cash from future operations is subject, in large part, to general
economic, competitive, legislative and regulatory factors and other factors that are beyond TGF's control. If TGF is
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