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

Forrestal Building, Room 3F070

1000 Independence Avenue, S. W,
Washington, D.C. 20585

Application By NUI Corporation For Authorization To Import

U

WaAg - IASRYY

Re:
Natural Gas From Canada

Dear Sir/Madam:
Pursuant to 10 C.F.R. Section 590.103, enclosed for filing are an original

and fifteen copies of the Application By NUI Corporation For Authorization To Import
. Also enclosed is one

Natural Gas From Canada under Section 3 of the Natural Gas Act
additional copy to be time-stamped and returned to our messenger. A check in the amount
of $50.00 for the filing fee imposed by 10 C.F.R. Section 590.207 is also enclosed.

Please call me if you have any questions regarding this application.
Yours truly, .

4 x/é%

Kenneth T. Maloney
Counsel for

NUI Corporation

Enclosures
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APPLICATION OF
NUI CORPORATION

FOR AN ORDER AUTHORIZING THE LONG-TERM
IMPORTATION OF NATURAL GAS FROM CANADA

Pursuant to Section 3 of the Natural Gas Act (“NGA"), 15 U.S.C. § 717b,
and the rules and procedures of 10 C.F.R. § 590, NUI Corporation (*“NUI" or

“Applicant”), submits this Application requesting authorization to import natural gas from

Canada for its overall supply pool to supply markets in the United States. NUI requests

that this authorization be granted for a term ending on October 31, 2002. In support
hereof, NUI submits the following:

APPLICANT

The exact legal name of Applicant is NUI Corporation. NUI is a corporation

organized under the laws of the State of New Jersey and has its principal place of business
in Bedminister, New Jersey.



Correspondence and communications in regard to this Application should be

addressed to:

Paul J. Chymiy

NUI Corporation

550 Rt. 202-206

P.O. Box 760
Bedminister, NJ 07921

and

Kenneth T. Maloney
Karen E. Georgenson
Cullen and Dykman
1225 19th Street, N.W.
Suite 320

Washington, D.C. 20036
(202) 223-8890

. AUTHORIZATION REQUESTED

A.  Applicant, through its operating division Pennsylvania & Southern Gas
Company, has assumed certain contractual rights to purchase and import natural gas which
originated in the Gas Purchase Contract ("GPSA"), executed August 1, 1988, between
TransCanada Pipelines Limited (“TransCanada”) and Tennessee Gas Pipeline Company

(“Tennessee”), a Division of Tenneco, Inc.



In response to FERC Order No. 636,' Tennessee is unbundling its services

and offering its entitlements under gas purchase contracts to interested parties. By a
Partial Assignment Agreement (“Agreement”) effective September 1, 1993, between
Tennessee, NUI, and Western Gas Marketing Limited (“Western Gas"),> Tennessee
permanently assigned to NUT its right and duty to purchase certain quantities of natural gas
from TransCanada effective September 1, 1993. Tennessee is currently acting as an
import agent for NUI, as provided by the terms of the Agreement. Tennessee will
continue in this role until this Application is approved.

B.  NUI requests authonization to import up to 1.96 MMcf of natural gas per day
as provided by the Agreement.® NUI’s purchase rights are valid through October 31,
2002, at which time both the Agreement and the GPSA expire. Total production and
reserves available for importation are expected to be well in excess of any anticipated

imports.

2

Western Gas, an Alberta corporation, is acting in its capacity as agent for
TransCanada.

* The Agreement sets the maximum daily volume at 2,024 Dth. The conversion
between volumetric and energy or heat content units will be carried out according to
TransCanada’s gas transportation tariff, as approved by the National Energy Board of
Canada.



@

1. SUPPLY OF NATURAL GAS TO BE IMPORTED

The gas to be imported will be produced in the Province of Alberta, Canada and
supplied by various producer-suppliers of TransCanada. The gas will be received into the
NOVA Gas Transmission Ltd. pipeline system and transported to the Alberta-
Saskatchewan border. TransCanada will transport the gas to the existing delivery point

at the Niagara point of interconnection in Niagara Falls, New York.

IV. MARKETS SERVED WITH IMPORTED NATURAL GAS

The natural gas to be imported under the subject long-term authorization will be
used by NUI to serve markets in the U.S., which consist primarily of the natural gas
consumers served by NUI's Waverly Gas Service and Valley Cities Gas Service* local
distribution company divisions. The natural gas will form part of NUI's overall portfolio

of system supply available to serve NUI’s existing and new markets.

V. ENVIRONMENTAL IMPACT
No environmental impact is anticipated as a result of this program.
Moreover, no new facilities will be needed to effect the importation or transportation of

gas under the authorization requested.

* These divisions were formerly part of NUI's Pennsylvania and Southern division.

4



VI. STATEMENT REGARDING PUBLIC INTEREST

A.  The NGA, Section 3(c), states that the importation and exportation of natural
gas from or to “a nation with which there is in effect a free trade agreement requiring
national treatment for trade in natural gas, shall be deemed to be consistent with the public
interest, and applications for importation and exportation shall be granted without
modification or delay.” 15 U.S.C. § 717b. Because NUI’s Application is for the
importation of natural gas from Canada, with which the United States has in effect a free
trade agreement, NUI submits that its application meets the public interest.

B. Additionally, approval of this import application will not result in the
importation of new quantities of natural gas into the United States. Tennessee has
previously applied for and received authorization to import this quantity of natural gas in
ERA Docket No. 87-53-NG, Order 254-A. As a result of FERC Order No. 636 and
subsequent unbundling, the contractual right to buy and import this quantity of natural gas

has merely been transferred to NUIL.

VII. COMPETITIVENESS OF THE IMPORT

The importation of natural gas under the Agreement will remain competitive for the
duration of the Agreement. Built into the Agreement is a provision which provides for the
commodity charge to fluctuate with the published market price of natural gas on a monthly

basis. Additionally, the Agreement permits price redetermination on an annual basis when




initiated by either party. These mechanisms will ensure that the Agreement remains

competitive.

VIII. FILING OBLIGATION
NUI confirms its obligation to file with the Office of Fuels Program, Fossil Energy,
within thirty (30) days following each calendar quarter, quarterly reports indicating the

volumes sold and sale price at the International Border of any imports made.

IX. TABLE OF EXHIBITS
In support of this Application and pursuant to 10 C.F.R. § 590.202(c), the
following Exhibits are attached:
Exhibit A -- Opinion of Counsel.

Exhibit B -- Partial Assignment Agreement between NUI, Tennessee and
Western Gas

Exhibit C -- Gas Purchase Contract between TransCanada and Tennessee.

Exhibit D -- Verification



X. CONCLUSION

WHEREFORE, NUI submits that, for the reasons set forth above, this

Application for authorization to import natural gas from Canada is consistent with the

public interest. NUI, therefore, respectfully requests authorization, valid until October 31,

2002, to import natural gas pursuant to the terms and conditions described herein.

Dated: Washington, D.C.

May 1, 1996

Respectfully submitted,

NUI Corporation

an

Kenneth T. Malongy—~—"
Cullen and Dykman

1225 19th Street, N.W.
Suite 320

Washington, D.C. 20036

Of Counsel to
NUI Corporation
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NUI Corporation

550 Rt. 202-206

P.O. Box 760
Bedminister, NJ 07921

Ladies and Gentlemen:

You have asked us to supply this letter in connection with the application of
NUI Corporation, a New Jersey corporation ("NUI"), to the Office of Fuels Program,
Fossil Energy for authorization pursuant to Section 3 of the Natural Gas Act to import
volumes of natural gas from Canada up to a total volume of 1.96 MMcf per day.

In connection with this opinion, we have reviewed originals or copies,
certified or otherwise authenticated to our satisfaction, of the Certificate of Incorporation
and the bylaws of the Company. As to various questions of fact material to our opinion,
we have relied upon statements of fact contained in the documents we have examined or
made to us by officers of the Company who by reason of their positions would be expected
to have knowledge of such facts. In addition, we have reviewed such provisions and have
made such other and further investigations as we have deemed necessary in order to
express the opinions hereinafter set forth.

For the purposes of Exhibit A to NUI's import application as prescribed by
10 C.F.R. § 590.202(c), based upon and subject to the foregoing, our opinion is as
follows:

(D NUI Corporation is a corporation duly organized, validly existing, and in
good standing under the laws of the State of New Jersey.



. (i) the proposed importation of natural gas by NUI is within the corporate
powers of NUI.

We understand that you intend to submit this letter to the Office of Fuels
Program, Fossil Energy in connection with NUI proposal referred to above, and we hereby
consent thereto.

Yours truly,

(1l £,

Cullen & Dykman



. Exhibit B
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This Agreement is effective as of September 1, 1993 (the “Effectve Date") among
TENNESSEE GAS PIPELINE COMPANY, a Delaware corporation ("Tennessee™), NUI
CORPORATION, doing business as Pennsuivania and Southern Gas Company (Penn &
Southern”), and WESTERN GAS MARKETING LIMITED, an Alberta corporadon
("Western Gas") in its capacity as ageat for TransCanada PipeLines Limited.

RECITALS:

1. Tennessec is a purchaser of natwral gas from Western Gas under a Gas Purchase and
Seles Agreement dated as of August 1, 1988. (the “GPSA")

2. Pursuant 10 FERC Order 636, Teanessee is unbundling its services and offering its

entitlements under gas purchase contracts ta interested parties.

3. The GPSA authorizes Tennessee, with Western Gas' written consent, to assign and
delegate to third parties (but without relieving Tennessee of its obligations, except as agreed
o by Western Gas) all or a portion of Tennessee'’s contract rights and duties under such

GPSA including Tennessee's rights and obligations to purchase gas.

4. Tennessee wishes to permanendly assign its right and duty to purchase certain of the
natural gas volumes and its related payment and other obligations under the GPSA pursuant
to the terms and conditions set out herein and Penn & Scuthern wishes to permanently
assume Tennessee's right and obligations in connection with such volumes pursuant to

such terms and conditions.

S. Penn & Southemn wishes to designate Tennessee as its agent for the limited purposes
described below. |

Sz - e 3/53‘%%
fu o

. Loy
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6. Subject to the satisfaction of the conditions set out in this agreement, Westemn Gas
wishes o consent to the assignment conternplated berein and to the terms and provisions
hereof for the purposes of evidencing such consent and for the purposes of agreeing o the

GPSA modifications ser out herein.

NOW, THEREFORE, in consideration of the premises, and other good and valuable
consideration, the receipt of which is herebry acknowledged, the partics agree as follows:

1.
ASSIGNMENT, ASSUMPTION AND CONSENT

‘1.1 The maximum quantity of gas which Pean & Southemn will have the right 1o
purchase cach day from Western Gas and which Western Gas will bave the
obligation to scll and deliver will be a firm quantty of 2,024 Dth/day (the
* Assigned Quantity"), out of Tennessee's previous entitlement of 25 MMcf/day.
(The parties acknowledge that in keeping with the curent practices of Western Gas
and Tennessee in operation of the GPSA, the measurement of gas and conversions
between volumettic and encrgy or heat content units will be carried out (on a dry
basis) in accordance with TransCanada's gas transportation tanff, as approved by
the National Energy Board of Canada from time to time.)

1.2 By this agreement, from and after the Effective Date, and subject to the terms and

conditions set out herein,

(a)  Tennessec permancatly assigns to Pean & Southern its rights under the
GPSA with respect to the Assigned Quantity, together with a
corresponding, proportionate share of its payment and other obligations
with respect thereto, except as thosc obligations are modificd herein

(collectively, the "Assigned Rights and Obligations™);
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1.3

1.4

2.1

-3.

(b)  Penn & Southern accepts and assumes the Assigned Rights and Obligatons
and agrees with Western Gas to be bound by the terms of the GPSA, as
modified by this agreement, as if it were an original party to the GPSA; and

(c) Western Gas consents to the assignment of the Assigned Rights and

Obligaticns by Tennesses to Penn & Southern.
Intended Effect

For preater cerainty, the parties confirm that the intended effect of this agrecment is
that from and after the Effective Date, Western Gas will be Scller and Pean &
Southern will be Buyer of the Assigned Quanticy, under the terms of the GPSA, as
modified l:;y this agreement, as if the Assigned Quantity were the Daily Contract
Quantity (as such term appears in the GPSA).

Defined Terms

All capitalized terms used in this agreement, but not expressly defined, are intended
to have the meanings used in the GPSA.

2.
PURCHASE OBLIGATIONS
Migi szl Tal

Penn & Southern hereby covenants with Western Gas that it will nominate,
purchase, receive and pay for an annual minimum of 517,132 Dth of gas (which
quantity is calculated based on a daily average of 70% of the Assigned Quantty).

e A e e e e

4,19
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2.2  Tenpessee

In no event shall Tennessee ke title to any of the gas acquired by Penn & Southern
pursuant to this agreement.

3.1  Monthly Charges
Pene & Southern will pay the following monthly charges to Western Gas:
(a)  aportion of the Monthly Demand Charge associated with the Assigned
Quantity, as determined in accordance with Article 4 of this Agreemeat; and

(®) for each MMBtu of gas purchased during the month, the Commodity
Charge determined pursuant to Section 3.2 of this Agreement.

(As used in this Section 3.1, and otherwise in this Agreement, "purchased” gas
rcans quantities of gas nominated by or on behalf of Penn & Southern and

tendered by Western Gas for delivery at the Point of Delivery)
3.2  Commodity Charge

The Commodiry Charge applicable to gas purchased in any month will be, for cach
MMBru purchased, & U.S. dollar amount equal 1o the price reported (in the column
entitled "Index") as the Louisiana and Offshore (Zone 1) posting for Tenancssee
Gas Pipeline Company in the table "Prices of Spot Gas Delivered w Pipelines”, as
shown in the first issue of Inside FERC GAS Marketing Report published in suci

manth, less five (30.05) cents.
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3.3 lndex Replacement

In the event of cessation of publication of Inside FERC, or if Inside FERC ceases
to publish the Louisiana and Offshore (Zone 1) price referenced in Section 3.2,
Western Gas and Penn & Southern will promptly attempt to agree on another
pricing index for use in determining the Commodity Charge. Such replacement
index is to be as close a proxy as possible for the criginal indexing method. If
Western Gas and Penn & Southem cannot mutually agree on another pricing index
within 30 days, either party shall have the right to have such a proxy for the pricing
index determined by arbitration in accordance with the arbitration mechanism
provided for in the GPSA by giving wrirten notice to the other. The purpose of any
such arbitration will be to find a replacement price index which is as close a proxy
as possible to the original indexing method.

3.4  Price Redetermination

(@ The Commodity Charge defined in Section 3.2 will be cffective for the
period September 1, 1993 through October 31, 1994 and for each year
thereafter until either party requires a redetermination in accordance with

Section 3.3 or Section 3.4(b).

(b)  Effective for the year commencing November 1, 1995 and for every year
thereafter until the terrinaton of the GPSA, either Penn & Southern or
Western Gas may require redetermination of the Commodity Charge by
wrilten notice to be given no later than 120 days nor more than 150 days
prior to November 1 of the year in which such eligible redetermination is
permitted. If the parties fail to redetermine the Price pursuant to a
redetermination request by August lst, either party may require arbitration

in accordance with the provisions of this Section 3.4 and pursuant to the
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mechanism provided for in the GPSA. The purpose of any redetermination

or arbitration pursuant to this Section 3.4 will be to determine a Commodity

Charge 0 be paid by Penn & Southern to Western Gas that will resultin a

gas cammodity price that is comparable to and competitive with the market
sensitive prices being paid by Penn & Southern to U.S. supplicss.

For greater certainty, Western Gas and Pean & Southern agree as follows:

@

(i2)

(i)

price redetermination and/or arbitration will affect the commodity
portion of the contract pricing only and not the Buyer's obligation o
pay Transportation Demand Charges (as modified by Section 4.1 of
this Agreement;

any price index change resulting from an arbitration contemplated by
Section 3.3 will be made retroactive to the first month for which the
ariginal index componeat or information ceased to be available;

any price change resulting from an arbitration contemplated by this
Section 3.4 will be made cffective (with rewroactive adjustments if
necessary) as of the first day of November in the contract year
following the year in which a renegotiation is commeanced; and

3.5  Necessary Authogzatdons

(@

Subject to Section 3.5(b), a redetermined and/or arbitrated Commodity

Charge will be sabject to receipt of all authorizations of Canadian and U.S.

Regulatory Authorities which are required in order to implement such

changes.
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(d)  The effectiveness of an arbitrated price change (pursuant to either of
Sections 3.2 or 3 3 will not in any way be conditioned on approval of the
Western Gas netback producers or of Penn & Southem's state regulator.

3.6 Asbetween Penn & Southern and Western Gas, the terms of the GPSA are desmed

amended as required in order to implement the provisions of this Article 3,

4.
CANADIAN TRANSPORTATION DEMAND CHARGES

4.1  Proportion of Monthly Demand Charge

Each month Penn &Southern will be responsible for payment to Western Gas of
70% of the total Monthly Demand Charge (as defined in Section 7.2 of the GPSA)
associated with the Assigned Quantity for the period September 1, 1993 through
August 31, 1994, 75% for the period September 1, 1994 through August 31,
1995 and 80% for the remaining term of the GPSA.

4.2 Invoicing

The Monthly Demand Charges associated with the Assigned Quantity will be billed

in the following manner:

(@) From September 1, 1993 through August 31, 1994, Westem Gas will bill
Tennessee for 100% and Tennessee will bill Pean & Southern 70%:

(b) From Septeraber 1, 1994 through August 31, 1995, Western Gas will bill
Penn & Southem 75%; and




FFR 18 ’SE @St 1ErRN F.S71S

.8

(¢) For the remaining term of the GPSA - Western Gas will bill Penn &
Southem 80%.

43  Xconessec Proportion

Western Gas and Tennessec acknowledge that respansibility for the proportion of
the Monthly Demand Charges not payable by Pean & Southern is provided for in a
separate agreement between them dated Juoe 1, 1995.

44  Acknowledgement

(a) Notwithstanding any other provision of this agreement or the GPSA, it is
acknowledged that Penn & Scouthern will remain obligated to pay the
partion of the Monthly Demand Charge provided for in this Article 4 for the
full balance of the Term provided that Western Gas is able to tender for
delivery the total firm quastity nominated in accordance with Section 1.1. If
Western Gas is unable on any day or days to deliver any portion of such
quantity, Peon & Southern's obligation to pay demand charge will be
proportionately reduced so that Penn & Southern will be required to pay
demnand charges only to the extent of the quantity Western Gas is able to

tender for delivery.

(b)  For greater certainty, it is confirmed that notwithstanding Secton 8.3 and
subject only to Section 5.2(b) and paragraph 4.4 (a), the amount of the
Monthly Demand Charge for which Pean & Southem will be responsible
will not be affectcd by any renegodiation or arbitration of the pricing terms

of this agreement or by the action of any state regulatory authority.
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5.1

5.2

Appeintment of Tenncssee as Agent

For the period September 1, 1993 through March 31, 1995 Penn & Southern
appoints Tennessee as its agent for the purpose of making any necessary
communications or resolving any disputes or conflicts with Western Gas under the
GPSA or this agreement including but not limited to, any nominations and
processing of any allocations and payments to Western Gas that are required under
the assigned GPSA. Except as set forth in Section 5.2 below, effective March 31,
1995 Tennessee will relinquish its role as Agent for all purposes, and ail disputes,
conflicts, etc. will be the sole responsibility of Penn & Southem and Westnm' Gas.

Regul horizat

(a) (i) Penn & Southern represents and warrants that it has, and will maintain,
all necessary authorizations to purchase and resell the gas covered by the
GPSA and this agrecment except the impaort authorizarion from the United
States Department of Energy that will be required to enable Penn &
Southern to continue to purchase gas under the GPSA once Tennessee
ceases 10 act as agent for Penn & Southern. Penn & Southern will seek to
obtain an import license anthorization as expeditiously as possible ance this
Agreement has been executed. In the event that the import authorizaton
necessary is not received prior to March 31, 1995, then Tennessee agrees
that it will continue to act as ageat for Penn & Southern under this

Agreement until such anthorization is received by Pean & Southern.

(ii) Western Gas may terminate this Agreement or any assignment under

this Agreement, if Penn & Southern fails to maintain (either itself or through
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Tennessee as its agent) regulatory authorizations sufficient to permit it to
purchase and resell the Assigned Quandry.

(b) (i) Western Gas represeats that it has and will maintain all necessary
Canadian regulatory asthorizations (except as set forth in Acticle 7 of this
Agreement and subject to the modifications required to its NEB export
liconce in order to substitute Pann & Southemn and certain other assignees of

Tennesses as purchasers of gas) to sell and deliver gas under this

Agreeent.

(ii) Penn & Southern may terminate this Agreement if Western Gas fails to
maintain all Canadian regulatory autherizations necessary to permit Western
Gas to sell and deliver the Assigned Quantity

5.3  Billings and Pavments

(@) For the period September 1, 1993 through March 31, 1995, for all gas
purchased by Penn & Southem, Tennessee will invoice Penn & Southern
within fifteen (15) days following cach month. In the absence of final
allocation statements establishing the quantity actually purchased by Penn &
Southern in such month, Teanessee's invoice to Penn & Soathern will be
based on the quantity nominated to Western Gas for purchase by Penn &
Southern under the GPSA. Tennessee's invoice will specify the Price
payable by Penn & Southem in such month, the volumes purchased and
received during the month, the portion of the Monthly Demand Charges
owed to Tennessee by Penn & Southem and the total dollar amount due and
payable to Tennessee. Effective from April 1, 1995 through October 31,
2002, Western Gas will invoice Pean & Southemn for all gas purchased by
Penn & Southem.
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Penn & Southern will remit payment to Teanessee or Wesiem Gas (as the
case raay be in accordance with paragraph (a)), at a bank designated by
Tennessee (or Western Gas, as the case may be), so that payment is
received and Tennessce (or Western Gas, as the case may be) has good
funds available therefrom on or befare the wwenty-fifth (25th) day of the
month following the month of sale.

If Penn & Southern fails to pay all or any portion of the amount of any
invoice to Tennessee or Westem Gas (as the case may be) when due (except
disputed amounts, if any), then interest thereon will accrue, at a rate of
interest which is equal to the prime rate published by Chase Manhattan
Bank, N.A. plus one (1) percent, as of the date such payment is due, until
the same is paid. If such failure to pay continues for thirty (30) days
Western Gas, in addition to all other remedies, may suspead deliveries of
gas to Penn & Southern. In the event that Penn & Southern in good faith
disputes any portion of the invoice, it may witkold paymeat of the disputed
amount, provided it posts security therefore to the extent reasonably
requested by Western Gas, and provided that if it is later determined that
Western Gas is entitled to any additional payments, such payments will
include interest af the same rate as set forth above. Similarly, to the extent
maxitmaybcdemmincdmqu&Southcmismddcdw a refund of any
funds paid to Western Gas, such refund will include interest at the same rate
as sct forth above.

F.1271%S
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6.
TERM
Termm of Agresment

This Agreement will be effective from the Effective Date through October 31,
2002.

Agency Role

Except as set forth in Section 52 Tennessee's role as ageat (and all associated

rights and obligations described in this Agreement), will expire on March 31, 1995.

7.
PRODUCER APPROVAL CONDITION

Producer Approval

It is acknowlcdged that the assignment of the Assigned Interest and the
modifications to the GPSA provided for by this agreement are conditioned on the
approval of Western Gas' netback producers and a finding of producer support by
the Alberta Petroleurn Marketing Commission for the assignment of the Assigned
Interest to Penn & Southem, the pricing and other changes to the 1988 GPSA to be
made pursuant to this agreement and the TGP Assignment Agreements, as well as
for similar conversion arrangements being made concurrently with other custamers
with respect to other portions of Tennessee's purchase entitlement under the GPSA
(collectively, the "Producer Approvals™). Western Gas will proceed, within 60
days of the cxecution of this agreement, to atempt (o obtain the Producer

Approvals.
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o 7.2  Waiver/Termination by Western Gas

If the Producer Approval condition set out in Section 7.1 has not been satisfied in a
manner satisfactory to Western Gas, in its discretion, on oc before December 21,
1995, then Western Gas may terminate this agreement, and any obligation 1o
continue to sell gas to Penn & Southern by giving writzen notice 1 Penn &
Southern. The condition set out in Sectien 7.1 is for the sole benefit of, and may
be waived by, Western Gas. The condition will be deemed waived if Western Gas
does not give a termination notice as provided for above on or before December 21,

1995.
8 L]
MISCELLANEQUS
8.1  Assignment
. (8  Neither party will assign its rights or obligations under this agreement or

otherwise in connection with the Assigned Interest, except with the prior
written coasent of the other party, which consent may not be unreasonably

withheld.

(b) Notwithstanding Section 8.1(a), no conseat is required in connection with
any assignment to 2 corporation affiliated with the assignor, provided
however that no such assignmemmana.ffiliaxewillopermasamlemof

the assignor except with the express written consent of the otber party.
8.2 Goveminglaw

The parties agree that: (i) theplaceofexecuﬁonofﬂﬁsagmmeaniubedeemedm
be Harris Couaty, Texas; (i) the law of the State of Texas will control the

construction, interpretation, validity and/or enforcement of this agreemeat.
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Regulatory Bodics
This agreement will be subject to ail valid applicable staic and federal laws and

orders, directives, rules and rcgulations of any govemmental body or official
having judsdiction.

Modification of 2

No modifications of the terms and provisions of this agreement will be or become
effective except by execution of supplementary wrirten consent.

Notices

Except as otherwise expressly provided in this agrecment, every notice, request
statement or invoice provided for in this agreement shall be in writing directed 10 the
party to whom given, made or delivered at such party's address as follows:

Teanessec:
For Billing Purposes:

Tennessee Gas Pipeline Company
P.0. Box 2511

Houston, Texas 77252
Anention: Accounting

or

Tennessee Gas Pipeline Company
1010 Milam, Suite 2100
Houston, Texas 77002
Ansaton: Accounting

Fenn & Southern:

For Notices and/or Requests:
chorporaﬁon - P+S D‘N‘»S;On 'é '

550 Route 202-206
Bedminister, New Jersey 07921-0760
Attenrion: Vice President of Gas Supply
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Western Gas:
For Nominations:

Westem Gas Marketing Limited
24th Floor

580 - 8th Avenue S. W.
Calgary, Alberta

T2P 3V6

Attention: Manager, Marketing
Accounting

or

8th Floor

55 Yonge Street

Toronto, Ontario

MSE 1J4

Attention: Director, LDC Marketing

For other matters:

Any party may change one or moré of its addresses for receiving invoices,
suatements, notices and payments by notifying the other parties in the manner as
provided above. All written notices, requests, statements and invoices shall be
considered properly given upon receipt at the propedly designated address for the

party receiving any such notice, requsst, statement or invoices.
8.6 Walver

No waiver by any party of any default of the ather party under this agreement shall
operate as a waiver of any other term or of any future default, whether of a like or

different character.
8.7 Defined Temms

All capitalized terms, if not otherwise defined in this agreement, are intended o
have the meanings given in the GPSA.
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GE3SA

The parties agree that the following provisions of the GPSA, 0 the extent they
relate to the Assigned Interest, are superseded by this agreement: Sections 1.7,
1.12, 1.13, 2.1, 2.2, 2.3, 2.5, Article V, Article VI, Sections 7.1, 7.2(i), (i), and
(v), (vi), Sections 7.3, 7.4, 7.5, and 7.6.

To the extent that any term or provision herein conflicts with any other term and

provision of the GPSA, the terms of this agreement shall control.
Geperal

The entire agreement of the parties as to this Partial Assignment Agreement is
contained herein (and, as berween Tennessee and Western Gas, in their agreement
dated June 1, 1995), and there arc no prior or contemporaneous oral

understandings, representadons or warranties affecting this agreemeat.

This Partial Assignment Agreement is not intended to and does not create any rights
or benefits for or on behalf of any parties other than Penn & Southern, Tennessee

and Western Gas.

No amendment, revision, modification or extension of this agreement shall be
recognized or binding upon the panizsunlessmdtmedtowriﬁngandcxacuwdby

the parties.
Represeptations
In reaching this agreement, ¢ach party has relied upon its own knowledge and

judgment &nd upon the advice of atorneys or other counselors of its own free

choice. It is expressly understood, agreed and warranted that, in eniering into this

F.17-1S
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agreement, no party has acted in reliance upon any representation, advice or action

by any other party, except as specifically set forth herein.

IN WITNESS WHEREOF, the partics have executed this agreement as of the daie first
above wrinen.

TENNESSEE GAS PIPELINE COMPANY

Agent and Atte
mye Director, Gas Supply

-

. *
¥ 3ion

NUICORPORAJJON, P+3
BY:. % _I/

. THOMAS E. SMITH

VICE PRESID
TmEe ENT

WESTERN GAS MARKETING LIMITED,
as agent for TRANSCANADA PIPELINES
LIMITED - ;oo

7%
\4}&\"

..", . "I y ) ’
.,I_ o '. -' - ' B
JOEL G. JOpA
Viea P;‘ﬂd::?:NSON
ThE - Arkpting
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1736

Dated August 1,
1988

P.15/1S

EXHIBIT "A" TO THE
ASSIGNMENT AGREEMENT
DATED SEPTEMBER 20, 1993
QUA
PRODUCER SQURCE
({DTIR/D)
TransCanada PipeLines Limited Niagara Spur . 2,024
Meter #01-0902

(Western Gas Marketing Limited
as agent)
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GAS PURCHASE CONTRACT

This contract is made as of the lst day of Auqust , 1988,

by and between TRANSCANADA PIPELINES LIMITED, a Canadian corporation herein
called “Seiler,” and TENNESSEE GAS PIPELINE COMPANY, A DIVISION oF TENNECC
INC., a Delaware corporation, herein called “Buyer," pursuant to the following

recitals and representations:

AITNESSETH
WHEREAS Seller has a supply of natural gas under contract in Western
Canada which is available for purchase by Seiler for export and resale to
duyer in the United States; and 4
4HEREAS, Seller has made arrangements to transport such gas to a
point on the International Border between the United States of America
(“U.S.") and Canada near Niagara Falls, Ontario where Seller's natural gas
transmission pipel fne system interconnects with the facilities of Buyer,

herein called the "Niagara point of interconnection”; and

WHEREAS Sellér and Buyer have previdu&ly entered into a 1987
Precedent Agreement dated May 18 , 1987, pursuant to which they agreed to
seek to obtain certain approvais from the Canadian and the U.S. regulatory and
governmental authorities, respectively, authorizing the sale and purchase of
gas on the terms provided herein, and upon receipt of all such authorizations
on terns satisfactory and acceptable to both parties, to enter into this Gas

Purchase Contract ("this Contract"); and




WHEREAS all terms, conditions and requirements of said 1987 Precedent

Agreement requisite to the execution hereof have been fulfilled: and

WHEREAS in accordance with the 1987 Precedent Agreement, Seller and
Buyer now desire to enter into this Contract which provides for the export,
sale and delivery by Seller and the import, purchase and receipt by Buyer of
the volumes of gas herein provided, with the del{ivery of said volumes of gas
to be made by Seiler to Buyer at the Nfagara point of interconnection.

NOW, THEREFORE, in consideration of the mutual covenants and
agreements herein contained, and intending to be bound, Seller and Buyer agree

as follows: o

ARTICLE I
DEFINITION OF TERMS

1.1 The term “day” shall mean a period of twenty-four

consecutive hours, beginning and ending at 8:00 a.m. Eastern Standard Time.

1.2 The term “month® shall mean the period beginning at 8:00
a.m. Eastern Standard Time, on the first day of the calendar month and ending
at 8:00 a.m. Eastern Standard Time on the first day of the next succeeding

calendar month.

1.3 The term “contract year® shall sean for the init{al
contract year, the period commencing on the date deiiveries first commence
hereunder and ending at 8:00 a.m. Eastern Standard Time on the first day of

Novesber next following such date, and any succeeding contract year shall mean




the period of twelve (12) consecutive months from the end of the immediately

preceding contract year tc 8:00 a.m. Eastern Standard Time on the next

succeeding November 1.

1.4 The term “cubic foot" shall mean the voiume of gas which
occupies one cubic foot when such gas 1s at a temperature of 60 degrees

Fahrenheit, and at a pressure of 14,73 pounds per square inch absolute.
1.5 The term “Mcf® shall mean 1,000 cubic feet.

1.6 The term “British thermal unit® or *Btu” shall mean the
amount of heat required to raise the temperature oﬁ one pound of distilled
water 1 degres Fahrenheit at 60 degrees Fahrenheit, at a constant pres;ure of
14.73 pounds per square inch absolute and the term "MMBtu® shall mean one

million 8ritish thermal units.

1.7 The term 'Tota] Heating VYalue," when applied to a cubic
foot of gas, means the number of British thermai units produced by the
combustion in a recording calorimeter at constant pressure, of the amount of
gas which would occupy a volume of one cubic foot at a temperature of 60
degrees Fahrenheit, {f saturated with water vapour, and under a pressure equal
to that of 30 inches of mercury at 32 degrees Fahrenneit and under a standard
gravitational force (accelefation of 980.665 cm. per second per second) with
air of the same temperature and pressure as the gas, when the products of
cambustion are cooled to the initfal temperature of the gas and air, and when
the water formed by combustion is condensed to the liquid state.



1.8 The term “Canadian Regulatory Authorities" means each

governmental agency or other authority in Canada which has jurisdiction over
the matter in question, including without limitation the National Enerqy Board

of Canada and the Governor General in Council.

1.9 The term “U.S. Regqulatory Authorities® means each
governmental agency or other authority in the U.S. which has jurisdiction over
the matter in question, including without limitation the Economic Requlatory

Administration (ERA) and the Federal Energy Regulatory Commission (FERC).

1.10 The term “Daily Contract Quantity“ shall mean the maximum
quantity of gas which Seller is cbligated to deliver to Buyer each day
.2

pursuant to Article I1 hereof.

1.1 The term “Scheduled Daily Delivery” shall mean the
quantities éf nafural gas which Buyer requests Seller to deliver in any one
day, not to exceed in aggregate the Oaily Contract Quantity in effect for such
day, and which shall include gas requested by Buyer 2s part of the applicable
Minimum Monthly Quantity, as Market Responsive Gas or as Make-up Gas, but

shall not include Excess Gas.

1.12 The term "Minimum Monthly Quantity”® shall mean for any
given calendar month a volume of gas equal to twenty percent (20%) of the
Daily Contract Quantity in effect during such month multipiied by the number

of days in such month.




1.13 The term "Non-Proratable Supplies" shall mean those
supplfes of gas purchased by Buyer from suppliers other than Seller, which
suppiies are not subject to being reduced below certain levels of production
because of Buyer's obligation to take casinghead gas, to protect from
drainage, or to allow conservation practices to avoid waste and/or any other
exceptional oblfgation to take gas not consistent with Buyer's normal

obligations under its gas supply contracts.

ARTICLE IT
CONTRACT QUANTITIES

2.1 The Daily Contract Quantity hereunder shall be:

Contract Daily Contrict

Period Quantity (Mcf)
November 1, 1987 through October 31, 1988 5,000
November 1, 1988 through October 31, 1989 10,100
November 1, 1989 through October 31, 1990 20,300
November 1, 1990 through October 31, 2002 25,000

provided, however, that any increase in Seller’'s oblfgation to deliver and
duyer's obligation to take will not commence during any contract period until
Seilar and/or Buyer have received authorization for and constructed the
necessary facilities to permit the commencement of delivery of increased

volumes hereunder.

2.2 Buyer shall have the right to elect a Oaily Contract Quantity
greater than that set forth in Article 2.1 hereof by serving written notice to
Seller at least twenty-four (24) months prior to the date upon which such new
Dafly Contract Quantity is to become effective. Such notice shall specify the
fncreased Dafly Contract Quantity which Buyer elects and the date upon which




it 1s to become effective. The maximum Dafly Contract Quantity that Buyer may
elect under this Section 2.2 shall be 25,000 Mcf or such lesser quantity as

results from Seller's prior elections under Section 2.3 hereof.

2.3 Seller may elect to reduce or eliminate any scheduled fncrease
fn the Daily Contract Quantity set forth {n Section 2.1 by serving written
notice to Buyer at least twenty-four (24) months prior to the date upon which
such new Daily Contract Quantity 1s to become effective, which notice shall
specify the amount by which such scheduled increase is to be reduced; provided
however, that such election may not reduce the Daily Contract Quantity which
is then in effect or which has been established by a prior election exercised

by Buyer as provided in Section 2.2 hereof.

2.4 0On each day during the term hereof as provided in Article VI,
Seiler shall export, sell and deliver to Buyer, and Buyer shall import,

purchase and receive from Seller the Scheduled Dafly Delivery.

2.5 In any month {n which Buyer requires volumes of gas in excess of
its Non-Proratable Supplies and the Minimum Monthly Quantity for such month,
it is Buyer's intention to purchase a portion of such gas from Seller,
provided that Seller's price is competitive with other purchases being made by
Buyer in excess of 1ts Non-Proratable Supplfes. Buyer and Seller shall meet
i1 person or by telephone conference call and determine, at least five days
srive to the beginning of every month, the Market Commodity Charge for gas
which Buyer {s to purchase from Seller in that month pursuant to this section
(referred to hereafter as “Market Responsive Gas®) and the quantity of such
Market Responsive Gas which Buyer, having regard to 1ts estimated market
requirements, expects to purchase in the month. Buyer undertakes to use {ts




best efforts, having regard to its actual market requirements for the month,
to purchase in the month at least such gquantity of Market Responsive Gas. |
Market Responsive Gas shall be taken after Buyer has purchased the Minimum
Monthly Quantity for such month and has received any Make-up Gas to be

recovered in the month, as provided for in Section 2.6(b) hereof.

The volumes of gas available for purchase pursuant to this subsection shall be
referred to as Market Responsive Gas and for billing purposes shall be deemed
to be taken after Buyer has purchased the Minimum Monthly Quantity for such
month unless Buyer advises Seller otherwise, as provided in Section 2.6(b)
hereof,

2/

2.6 (a) If Buyer is unable to take at Teast the Minimus Monthly
Quantity of gas in any month then Buyer shall pay Setler for such portions of
the Minimum Monthly Quantfty as 1t faﬂs to purchase in such month, The
aggregate of payments so made and cutstanding from time to time shall

hereinafter be referred to as “Buyer's Prepaid Gas Account”,

(b) Buyer shall have the right to recover amounts of money patd
for gas not taken pursuant to Section 2.6(a) hereof by purchasing in any month
such volumes of gas in excess of the Minimum Monthly Quantity as {s designatad
Dy Buyer to be "Make-up Gas". Such designation shall be made by Buyer on or
before the 10th day of the month following the month in which such gas is
taken. All other volumes purchased during the month in excess of the Minimms
Monthly Quantity will be considered to have been purchased pursuant to the

provisions of Section 2.5 hereof.




(c) For any month in which Buyer receives Make-up Gas, an
amount, calculated by muitiplying the Base Commedity Charge in effect for such
month by the total number of MMBTU contained in the volume of Make-up Gas

recovered, shall be deducted from Buyer's Prepaid Gas Account.

(d) Seller shall seek any necessary requlatory authorization to
provide for a cne-year extension of this contract {f necessary in order to
permit Buyer to make up any gas paid for but not taken pursuiant to subsection
2.6(a) by crediting all gas taken during such period as Make-up Gas. If at
the end of the term of this contract, there remains any amount in Buyer's

Prepaid Gas Account, then Seller shall refund to Buyer 90% of such amount.

’

2.7 1f, on any day during the term hereof, Seller has available for
sdle and elivery and Buyer desires to purchase and receive gas on such day in
excess of the Daily Contract Quantity {“Excess Gas®) in effect, then, sudbject
to Buyer and Seller agreeing on the price per MMBtu to be paid by Buyer for
such gas, to the availability of transportation and to the ocotaining of all
necessary government and regulatory authorizations, Seller shall export, sell
and deliver to Buyer and Buyer shall import, purchase and receive from Seller

such Excess Gas,

2.8 Gas delivered hereunder shall be delfvered and received, as
practicable, at unfform hourly and daily rates of flow, but, because of
inability to maintain precise control, the daily quantity delivered or taken
may vary two percent (2%) above or below the requested daily del{very;
provided, however, that the total quantity delivered and taken during any
month shall not vary more than one percent (1%) above or below the total of

the requested delfveries for such manth.




2.9 Buyer acknowledges that Seller delivers gas to all of i{ts sales
cystomers from the aggregate supply of gas producible from those gas reserves
which are dedicated by gas producers to the performance of Seiler's gas
purchase contracts (such supply is hereafter referred to as “Seller's Supply
Pool") and that Seller pays {ts producers a price for gas produced in each
month which {s the monthly weighted average price received by Seller for the
sale of such gas in Seller's markets, after deduction for Intervening costs
(such method of payment {s hereafter referred to as “Seller's Netback Purchase
Arrangement®). Buyer further acknowledges that, as such reserves are
depleted, the quantities of gas available from Seller's Supply Pool may become
tnsufficient to meet on a sustained basis the dafly requirements of Seiler's |
firm sales customers. Seller undertakes in good faith to uyse all reasonable
efforts, in anticipation of such event, to add newly contracted qas rt;erves
to Seller's Suppiy Pool for purchase by Seller within Seller's Netback
Purchase Arrangement so that full deliveries to Seller's firm gas sales
cus tomers mhy be maintained. If, notwithstanding Seller's good faith efforts,
Seller {s unable on a sustained basis to deliver the daily requirements of its
firm gas sales customers as aforesaid, Seller shall be entitled to pro-rate
the daily quantity of gas then available from Seller's Supply Pool among all
such customers. Buyer's pro-rata share of such quantity shall be determined
as the proportion thereof which the Qaily Confract Quantity bears to the total
daily contract quantities under all of Seiler's firm gas sales contracts and

Buyer's Scheduled Daily Delivery shall be 1imited accordingly.

Ouring any period where Seiler is exercising its right hereunder to
deliver to Buyer its pro-rata share of available gas supply, the Daily
Contract Quantity shall be reduced to that quantity which is equal to the
Oaily Contract Quantity multiplied by a fraction, the numerator of which is




the sum of Buyer's pro-rata shares during such period and the denominator of
which is the sum of the Daily Contract Quantities otherwise in effect during

such period.

Ouring the month of June of each contract year, Seller shall provide
Buyer with a written report of Seller's then current forecast for each of the
succeeding five (5) contract years of the proven reserves which will be
included in Seller's Supply Pool, the deliverability available from such

reserves and Seller's total market requirements.

Seller shall give Buyer written notice of any perfod during which
Buyer's Scheduled Daily Delivery may be 1imited pursuant to this Section 2.9
and, if possible, such notice shall be given no later than one hundred- ahd
eighty (180) days prior to the commencement of such period. If Buyer
contracts for a quantity of Alberta gas to compensate for a Timitation of
Buyer's Scheduled Daily Delivery, Seller agrees, at Buyer's request, to use
all reasonable efforts to assist Buyer in transporting such quantity to the
Point of Delivery by use of firm transportation capacity otherwise committed
by NOYA and Seller for the transportation of gas to be delivered hereunder at
the same MDR specified in Section 7.2(i) hereof. '

2.10 The oblitigation of Seller to deliver the Daily Contract Quantity,
and the odbligation of Buyer to purchase the Minimum Monthly Quantity, fis
hereby expressly subject to any condition or limitation contained in or
imposed by any regulatory body, agency or authority, or any of Seller's or
Buyer's Authorizations and such obligations shall be reduced to any limitation

imposed by any regulatory body, agency or authority.

"‘#




2.11 Nothing herein shall be construed as obligating Seiler to se}l
and detiver or entitling Buyer to purchase and receive a total quantity of gas
during the term of this Contract in excess of the volume that Seller is

authorized to export and sell to Buyer.

2.12 Notwithstanding Article XIY¥, the provisions of this Article [I

shall not be subject ts arbitration.

ARTICLE III
POINT OF DELIYERY

The point at which gas is to be delivered hereunder by Seller to

Buyer shall be the Niagara point of interconnection, such point henim!&r

called the "Point of Delivery."

ARTICLE IV
DELIYERY PRESSURE

Seller shall deliver gas to Buyer at the line pressure required for
Buyer to take receipt of the volumes of gas purchased hereunder: provided,
that such pressure shall not be less than seven hundred (700) pounds per
square inch gauge.

ARTICLE ¥
COMMENCEMENT OF OELIVERIES

Delfveries of gas by Seller to Buyer hereunder shall commence on

November 1, 1987 or as soon as possible thereafter; provided, however, that
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Seller shall have no obligation to deliver and Buyer shall have no obligation
to receive and/or pay for gas hereunder uyntil such time as the facilities
required by each party to enable it to perform its obligations hereunder have
been constructed, installed and all regulatory approvals required to operate
such facil{ties have been obtained. Both parties agree to use their best
efforts to have constructed and made available their respective facilities by
November 1, 1987. Each party &grees to notify the other in writing as to when
tts facilities are available for service and deliveries shall commence as soon

as possible thereafter.

ARTICLE YI
TERM OF CONTRACT

!

-

This contract shall become effective on the date hereof and shall
continue in force and effect until 8:00 a.m. Eastern Standard Time on

November 1, 2002.

ARTICLE VII
PRICE

7.1 For natural gas service hereunder, Buyer shall pay Seller the
aggregate of:
1} the monthly Demand Charge (MDC) as defined in Section
7.2(1); and
11) the product cbtained by multiplying the MMBtu's of gas,
comprising the Minimum Monthly Quantity under this
Agreement during such month by the Base Commodity Charge




111)

iv)

as defined in Section 7.2(11) and in effact for such
menth; and

the product obtained by multiplying the MMBtu's of Marke:
Responsive Gas as defined in Section 2.5, if any,
delfvered by Seller during such month, by the Market
Conmodity Charge in effect for such month as set forth ir
Schedule B8 attached hereto and made a part of this
Agreement; and -

the product obtained by multiplying the MMBtu's of
volume(s) of Special Purchase Gas, if any, de)ivered
during such month by Sellerf under this Agreement pursuanf
to the Special Comodity Charge(s) in effect pursuant to
Section 7.2(vii) and as set forth in Schedule C, attached

hereto and made 2 part of this Agreement.

7.2 For the purposes of this Article YII:

i)

“Monthly Demand Charge” (MDC) for any month shall be the
product of the Oatly Contract Quantity in effect for such
month and the Monthly Demand Rate (MDR) where MDR s the
sum of the following tolls:

A) the monthly demand toll, in Canadian dollars per
MCF, on Seller's system, as determined by Canada's
National Energy Board and in effect on the first
day of the month applicable to the transportation
of firm gas on Seller's system to the Point of
Del{very (the “TransCanada Tall");




8) the average monthly demand tol), in Canadian
dollars per mcf, as billed to Seller by NOVA, AN
ALBERTA CORPORATION (°NOVA®) for the firm
transportation of gas on NOVA's system to the
Alberta-Saskatchewan border auring the twelve
month period which immediately precedes the
contract year in which such month is included {the
“NOYA Toll"®).

Upon determining the MOR in effect from November i, 1987,
as provided herein, such MOR shall be converted to U.S. '
dollars using a rate of exchange which shall be the noon
spot exchange rate for the U.S. dollar in tearms of.
Canadian dollars for the month of October 1987, as
publ ished by the Bank of Capada,
The MDR shall be converted into U.S. dollars only in a
month during which there has been a change fn the
TransCanada Toll and/or the NOVA Toll foliowing the
procedure set forth above and using such exchange rates
for the month preceding such month, as published by the
Bank of Canada or shall be converted in the manner
prescribed from time to time by the Canadian Government
and regulatory authorities.
The MDC shali be adjusted upward or downward as
appropriate pursuant to variations in the MOR occasioned
by a change in one or more of such tolls.

1) “Base Commodity Charge” for gas delivered in a month
means Buyer's Weighted Average Cost of Gas per MMBtu as




i)

iv)

v)

purchased from producers in the field (WACOG), excluding
any surcharges, storage adjustments, or any other
adjustments, reimbursements or add-ons, stated in U.S.
dollars, as reflected in Buyer's Purchased Gas Adjustment
(PGA) filing fn effect on the st day of the month,

The MOR and Base Commodity Charge shall be set forth in
Schedule A, attached hereto and made a part of this
agreement, and any adjustments in such MOR and/or Base
Commodity Charge made pursuant to this Section 1.2 shali
be set forth fn an amendment to Schedule A. Each such
dmendment to Schedule A shall also reflect all rates and.
charges previously in effect and the date whenm each such
ddjustment in MOR and/or Base Commodity Char'g became
effective.

If Seller fails or is unable to deliver or cause to be
del ivered during any one or more days the amount of
natural gas which Buyer requests to be delivered, up to
the Dajly Contract Quantity, then the Monthly Demand
Charge, as otherwise computed hereunder, shall be reduced
by an amount equial to the Monthly Demand Rate times .0328
times the difference in Mcf between (1) the volumes of
natural gas actually delivered during said day or days
and (11) the product of the Daily Contract Quantities and
the number of days of such failure or inability to

deliver,

"Market Commodity Charge® means the price established
each month by Buyer and Seller pursuant to Section 2.5
hereof. The Market Commodity Charge shall be set out in



the form of Schedule 8 which shall be signed by bath

partfes.

vi) “Special Commodity Charge" means that amount, in U.S.
dollars, per MMBtu to be paid by Buyer for Special
Purchase Gas pursuant to Section 7.3,

7.3 {a) The parties hereto recognize that there may be situations in
the market where special arrangements uiﬂ\-respect to term and price are
necessary in order to assure the market for some portion of the gas availadle
for delivery hereunder. Such situations may require direct sale or special
marketing arrangements. Under the circumstances, Seller may, from time to

time, offer certain volumes of gas for purchase as Special Purchase Gas.

#

(b) Schedule C, attached hereto and made a part of this
Contract, shall be utilized by the parties hereto to set forth the Special
Purchase Gas volumes and the applicable Special Commodity Charge offered by
Seller from time to time. For each offer of Special Purchase Gas volumes made
dvailable by Seller as provided in Section 7.3(a) Seller shall prepare and
submit to Buyer a signed amendment of Schedule C stating (i) the volume of
Specu] Purchase Gas made available; (11) the period during which the Special
Purchase Gas will be available; ({1{) the Special Commodity Charge applicable
to such Special Purchase Gas; and (iv) any terms and/or conditions pertinent

to such Spectal Purchase Gas.
(c) Each amendment of Schedule C will become effective when it

is signed by Seller and submitted to Buyer. Such amended Schedule C will

replace any previously effective Schedule C,

-]ﬁ- ———




(d) On or before the 3rd day of each month, Buyer sha)i inform
Seller of the volume of Special Puyrchase Gas purchased by Buyer during the
prior month under Schedute C. B8illings for Special Purchase Gas volumes shall
be made by Seller as provided in Article 7.1(iv) and Article VIII of this

Contract.

7.4 (a) The parties recognize the current market and supply
situation encountered by Buyer. In the event that either party determines the
aforementioned situation has changed and that the pricing and other provisions
do not appropriately reflect the market and supply conditions then existing,
either party may give the other party notice setting forth such party's
concerns regarding the impact of sud!‘ circumstances upon such provisions
whereupon the parties shall meet to negotiate the terms and conditions E’hat

require changing; provided, however, that the terms and provisions of this

Contract shall continue unless modified as a result of such negotfations.

{b) If at any time during the tarm of this Contract an
appifcation of Seller or Buyer for regqulatory or gvernmental approvals deemed
necessary by either party to allow the continued sale and purchase of gas
under the provisions of this Contract {s denjed, or if authorizations are
fssued which, in the opinfon of either Buyer or Seller, do not allow for the
provisions of the Contract to be implemented in conformance with the intent
and understandings ofh Buyer and Seller, then either Buyer or Seller may, by
written notice to the other, require a renegotiation of those terms and/or
conditions of this Contract which are not in conformance with the regulatory
or governmental approvais. The parties agree that they will promptly meet to

resolve such nonconformance fssues expedftiously.
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(c) Authorization by U.S. regulatory bodies of an appropriate
rate structure for recovery of costs of gas purchased hereunder ig recognized
as the intent of both Buyer and Seller in this Agreement. In the event that
Buyer becomes, directly or indirectly, subject to any final, non-appealable
order of the Federal Energy Regulatory Commission, or any other guvernmental
agency, which précludes Buyer from passing through, on an “"as-billed” basis,
the demand charges payable hereunder to Seller, Buyer may elect, by written
notice to Seller withfn 30 days of the date of such order,

i) 1f Seller has not commenced construction of facilities
required to initiate deliveries hereunder in accordance
with Article V, to terminate this contract; and,

if) if Seller has not commenced construction of such -
facilities as are necessary to allow Seiler to deliver
any 1increase in Buyer's Daily Contract Quantity scheduled
in accordance with Section 2.1, to decline al) or part of
any further fncrease in Buyer's Daily Contract Quantity.

For the purposes of this section, Seller shall be deemed ts have commenced
construction of facilities if Seller has req_uisitioned materials or equipment

for the construction of such facilities.

7.5 Notwithstanding any provisions hereof to the contrary, if in
order to comply with or dy reason of any present or future law, rule,
reglation or order of the Energy Resources Conservation Board of the Province
of Alberta, the NEB or of any other governmental authority of Canada having
Jurisdiction, now or hereafter in effect during the term of this Agreement,

the basis or method of measyrement of gas delivered hereunder is changed, then
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the price for gas purchased hereunder shall be adjusted to compensata for the
change in the basis or method of measurement, to the end that the total amount
of money payable for volumes of gas purchased according to the measuyrement
provisions set forth herein shall remain unaffected by such change in the

basis or method of measurement.

7.6 B8y written notice of not less than 120 days, or more than 150
days prior to the end of a contract year, either party may require
renegotiation of Section 7.2(f1) of this Article YII. If pursuant o any such
renegotiation, there is agreement upon any modi fication, such modffication
shall become effective as of the first day of the first month following such
agreement, but in no event eariier than the first day of the contract year
following the date on which written notice of such renegotiation was given.
[f any renegotiation does not result in a mutually acceptable resoluticn of
the negotiable provisions in Section 7.2(11) of this Article VIl within 60
days from the date of the written notice of the renegotiation, either party
may require arbitration. The purpose of such negotiation or arbitration shall
be to determine a commodity rate to be paid by Buyer to Seller pursuant to
this Article YII which will result in a commodity price at the delivery point
of gas purchased hereunder that is compatible with and competitive to the
market sensitive prices paid by Suyer to U.S. producers.

7.7 (a) Upon not less than 15 days written notice by Buyer to
Seiler, Buyer and Seller shall meet to review the method by which Seller

calculates the NOYA Toll pursuant to Section 7.2{1)B.
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(b) Buyer may require renegotiation of the provisfons of

Section 7.2(1)8B:

i) if, within 30 days of Buyer's written notice to Seller
under Sectfon 7.7(a), Buyer and Seller have not agreed
upon a mutually satisfactory method of calculating the
NOYA Toll; and

it} upon thirty days written notice to Seller, if the
structure of NOYA's tariffs and tolls has been
swstantially altered from the demand/commodity structure

in effect on the date hereof.

If any such renegotiation does not result in a mutually acceptable resolution
of the matter in {ssue, Buyer may require arbitration within 60 days fr:xl the
date on which renegotiation was required. The purpose of such renegotiation
and such arbftration shall be to determine a method of calculating the NOVA
component of the MDR such that, in respect of each month, Seller shall recover
from Buyer an amount which accurately reflects that portion of NOYA's total
fixed costs for the month, including rate of return and income tax, which is
properly allocated to the reservatfon by Seller of firm capacity on the NOYA
system for the purpose of assuring the delivery to Buyer of the Dafly Contract '
Quantity hereunder. Except as provided for ;n Section 7.6 and this Sectfon,
the remaining provisions of Section 7.2 shall not be subject to arbitration.

7.8 If any governmental or regulatory approval required for actions
taken pursuant to Sections 7.6 and 7.7 of this Article YII {s denfed, the
party recei{ving such denfal shall give notice thereof ("Notice of OUenial®) to
the other party within five (5} days from receipt thereof and the matters
shall be resubmitted for renegotiation in accordance with the procedures set




forth in Sections 7.6 and 7.7. In the event that any such approval is grdnted
swjiect to modification, the party receiving such modified approval shall gfve
notice thereof to the other party within five (5) days from receipt thereof
and within ten (10) days after such notice is given each party shall notify
the other if the modification is not acceptable {"Notice of Rejection™)., If
Such modification is unacceptadlie to either party the matter shall be
resubaitted for renegotifation in accordance with the procedures set forth in
Sections 7.6 and 7.7.

ARTICLE vII1
BILLINGS AND PAYMENTS

8.1 Seller shall render to Buyer on or before the fifteenth ({5th)

day of each month after the first delivery of gas hereunder a statement for

the preceding month showing:
(a2} the daily and total gquantity of gas deliversd hereunder:

(b) the weighted average Total Heating Value per cudic foot

hereof;

—

(c) the total quantities of gas taken in such month by Buyer on
account of the Minimum Monthly Quantity, as Make-yp Gas and as

Market Responsive Gas;

(d) the total quantity of @s, if any, not taken by Buyer
during the preceding month for which Buyer is ocbligated to pay

Seller;
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{(e) the amount of any deduction from Buyer's Prepaid Gas

Account and the balance remaining in such Account as a result of

the delivery of Make-up Gas in the month; and

(f) the total amount or amounts thereby payable to Seller,
stated in Canadian dollars.

Buyer agrees to pay Seller on or before the twenty-fifth (25th) day of each
such month the full amount billed to and payable by Buyer hereunder for the
quantity of gas del fvered by Seller to Buyer during the preceding month. All
payments under this contract shall be made in Canadian dollars or such other
currency as may be required by Canadian governmental or regqulatory authorities
to the Royal Bank of Canada, Royal Bank Plaza, Main Branch, Toronto, mt’ario.
for deposit to the account of Seller. Conversions from U.S. dollars of
charges determined in accordance with Articlte YII hereof shall be calculated
at the rate of exchange for such preceding month, which rate of exchange shall
be the average of the noon spot exchange rates for the lnited States dollar in
terms of Canadfan dollars for such preceding month, as published by the Bamk
of Canada or shall be calculated in the manner as may be prescribed from time
to time by Canadian governmental and regulatory authorities. I[f Buyer fails
to make each such payment or any portion thereof, to Seller when same is due,
and such payment is not successfully disputed by Buyer, interest thereon shall
accrue, at the rate of interest which is equal to the applicable U.S. Dollar
Base Lending Rate pudblished by the Canadian Imperial Bank of Commerce, as of
the date such payment is due, until the same s paid. If such failure to pay
continues for sixty (60) days, Seiler, in addition to all other remedies, may
thereafter suspend deliveries of gas hereunder and {f such default continues

for thirty (30) additional days, Seller may thereafter, in addftion to any
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other rights Seller may have, terminate this contract; provided, however, in
order for Seller to have the right to suspend deliveries or terminate this

contract, Seller must first have notified Buyer in writing fifteen (15) days
prior to exercising each such right of its intent to do so and give Buyer the
right to pay tn_e amount so due to Seller within such fifteen (15) day period;
and provided further, that {f Buyer in good faith shall dispyte the amount of
any such statement or part thereof and shall pay to Seller such amounts as it
concedes to be correct and shall undertake and guarantee to make payment to

Seller of such amount, if any, ultimately found due upon such statement after
a final determination which may be reached either by agreement or Judgment of
the courts, as may be the case, then Seller shall not be entitled to suspend |
delivery of gas because of such non-payment unléss and until default be made

’

by Buyer, E

8.2 Each party shall have the right to inspect and examine at all
reasonable times the records and charts of the other party pertaining to the
purchase and sale of gas hereunder. If any overcharge or undercharge in any
dmount whatsoever shall at any time be found and the statement therefor has
been paid, Seller shall refund the amount of any overcharge received by Seller
and Buyer shall pay the amount of any undercharge within thirty (30) days
after the final determination thereof; provfded. however, no retroactive
adjustment will be made for any overcharge or undercharge beyond a perfod of
twenty-four (24) months from the date the discrepancy occurred.

ARTICLE IX
QUALITY
9.1 Buyer agrees to accept from Seller at the Point of Delivery gas

which shall meet the following quality specifications:
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(a} have a Total Heating Yalue of not less than 950 geys per

cubic foot, unless otherwise agreed to by Buyer;

(b) be commercially free (at prevailing pressure and
temperature) from objectionable odors, dust and other solid or 1iquid matters
which might interfere with its merchantadilfty, or cause injury to or
interference with proper operation of the 11nes, regulatory, meters or other
appt fances through which it flows, and shall not contain any substances not
contained in the gas at the time the same was produced, other than traces of
those materials necessary for the extraction of hydrocarbons and the
transportation and delivery of the Qas and which do not cause it to fafl to

meet any of the qualfty specifications herein set forth;

’

(¢) not contain more than one grain of hydrogen sul phide per
hundred cubic feet of gas volume when teszed in accordance with the following
procedure: a strip of white f{lter paper previously moistened with fresh 5%
Tead acetate solution shall be exposed to the gas for one and one-half minutes
in a previously purged apparatus through which the test gas is flowing at a
rate of approximately five cubic feet per hour; the gas shall not directly
impinge upon the test strip during the test.‘ At the end of the stated time
the test paper thus exposed shall be compared with a second test strip
similarly prepared but not exposed to the test gas. If the exposed test strip
is not noticeadbly darker than the comparison strip the gas under test shall be
considered acceptable. If the exposed strip is definitely darker than the
comparison strip the 9as shall be tested quantitatively for hydrogen sulphide

by the Tutweiler method;




(d) not contain more than twenty grains of total syl phur per
hundred cudic feet of gas volume as determined by methods to bde mutually

agreed upon;

(e) not contain more than four percent (43) by volume of a
comb fned total of carbon dioxide and nitrogen; provided, howevei-, that the
total carbon dfoxide content shall not exceed two percent (23) by volume;

{f) be as free from oxygen as Seller can keep it through the
exercise of all reasonable precautions and shall not in any event contatn mor

than two-tenths of one percent (0.2%) by volume of oxygen;

(g) not contain more than four (4) pounds of water vafbr per
one million (1,000,000) cubic feet of gas, when measured at a pressure of
fourteen and seventy-three one hundredths (14.73) pounds per square inch

absolute and a temperature of sixty (60) degrees Fahrenheit.

9.2 If the qas offered for delivery by Seller shall fail at any time
to conform to any of the specifications set forth in Section 9.1 of this
Article IX then Buyer shall not1fy Seller of such deficiency and ﬂlereupon
may, at Buyer's optfon, refuse to accept del fvery pending correction by
Seller, Upon Seller's failure pramptly to remedy such deficiency in quality,
Buyer may accept delivery of such gis and may make changes necessary to bring
such @as into conformity with such specifications, and Seller shall reimburse
Buyer for any reasonable expense incurred by Buyer in effecting such changes.
Any volumes which Buyer refuses to accept pursuant to this Section 9.2 shall
be deducted from the Minimum Monthly Quantity for the relevant month.




ARTICLE X

MEASUREMENT OF GAS

10.1 The unit of measurement of the gas del{vered hereunder by Seller
shail be one (1) Mcf of gas measured according to Boyle's Law for the
measurement of qas under varying pressures with deviations therefrom as
provided in Section 10.2(d) below on the measurement basis hereinaftar

speci fied,

10.2 The volume and Total Heating Value of the s delivered

hereunder by Seiler shall be determined as follows:

(a} The unit of volnﬁne, for the purpose of measurement, shall
¥

be one (1) cubic foot of gas.

{d) The Total Heating Value of the qas per aibic foot
del fvered at the Point of Delivery shall be determined for any month by the
use of a standard recording calorimeter, or any other mutually acceptable |
recording calorimeter having equal efficiency, installed by Seller at the
Point of Delivery.

(e) The temperature of the qas passing through the meters
shall be determined for any day by the continuous use of a recording
thermometer so installed by Seller that {t may properly record the temperature
of the gas flowing through the meters. The arithmetical average of the
tesperature recorded each day during the period of time covered by the meter

chart shall be used in computing gas volumes.




(d) The specific gravity of the gas delivered by Seller shail

be determined by the use of a recording gravitometer of approved type which

shall be checked at least once each month by the use of an Edward's Balance or

any other approved method mutually agreed upon.

(e) The deviation of- the natural gas from Boyle's Law shall

be determined as follows:

(1)

(11)

When qas is measured by means of an orifice meter,
the factor for correction for deviation from
Boyle's Law shal]l be computed in accordance with
the American Gas Association's tables for that
purpose as published in 1955, together with
subsequent amendments and supplements, using the
dafly arithmetical averages of temperstures,
pressure, specific gravity and a representative
gas analysis as required by the tables.

When gas i{s measured by means other than an
orifice meter, the factor for wrrection for
deviation fram Boyle's Law shall be the square of
the factor determined by following the above
described method for use with orifice meters.

(f) The average absolute atmospheric (barometric) pressure

shall be assumed to be fourteen and four-tenths (14.4) pounds per square inch

frrespective of actual elevation or location of the Point of Delivery above

sea level or variations in actual barcmetric pressuyre from time to time,




10.3 (a)  Seller shail install, maintain and operate, or cause to
be installied, maintained and operated, at its own expense, at the Point of
Delivery, a measuring station properly equipped with meters and other
necessary measuring equipment by which the volume and the total heating value
of @s delivered under this agreement shall be measured. wWhen orifice peters
are used, such meters shall be installed and maintained, and gas volumes shall
be computed in accordance with the specifications prescribed in Regnlatioﬁs
Respecting Gas and Gas Meters, dated April 4, 1952 and Specification M. 7
{ssued thereunder, effective March 1, 1956, of the Canadian Oepar tment of
Consumer and Corporate Affairs, Standards Branch. where not in conflict with
such Regulations and Specification No. 7, the specifications prescribed in Gas
Measurement Committee Report Mo. 3 of the American Gas Association publ {shed
April, 1985, including any Appendix and/or any amendmuents thereto, shal¥ de
used in addition to and in conjunction with such Regulations and Specification
No, 7.

[f and when Buyer and Seller agree to the use of turbine
meters, such turbine meters, together with auxiliary equipment shall be of a
type approved for yse by the Canadian Department of Consumer and Corporate
Affairs, Standards Branch or any successor thereto. when turbine meters are
used they sﬁall be equipped with a counting device for indicating the actual
volume of gas passing through the meter and gauges for properly recording the
pressure and temperature relative to time of such qas. The data recorded by
such a device shall be sufficient to allow the determination of delivery of

volumes relative to time.

(b} Buyer may install, majntain and operate, at {ts own

expense, such check measuring equipment 2s desired, provided that such
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equipment shall be so fnstalled as not to interfere with the operation of

Seller's measuring equipment at or near the Point of Delivery,

(¢) 8uyer and Seller shall have the right ts have
representatives present at the time of any installing, reading, cleaning,
changing, repairing, fnspecting, testing, cal fbrating, or adjusting done in
connection with the other's measuring equipment used in measuring or checking
the measurement of del fverfes of gas under this Contract. The records from
such equipment shall remain the property of their Ovners, but upon request
each will submit, or cause to be submitted, to the other {ts records and
charts, together with calculations therefram, for inspection and verificaticn,

subject to return within ten days after receipt thereof.

7

(d) Al installations of measuring equiment appiying to or
affecting deliveries of gas shall be made in such manner as to permit an
acourate det:ern'ldatim of the quantity of @s del ivered and ready verification
of the accuracy of measurement. Care shall be exercised by both parties in
the installation, maintenance and operation of pressure regulating equipment
50 a3 to prevent any {naccuyracy in the determination of the volume of gas

delivered under this Contract.

(e) The accuracy of Seller's measuring and testing equipment
shall be verified by Seller at reasonable intarvals, and if requested, in the
presence of representatives of Buyer, but Seller shall not be required to

verify the accuracy of such equipment more frequently than once in any
thirty-day period. Notice of the time and nature of each test to be conductsd

at the point of measurement shall be given by Seller to Buyer sufficiently in

ddvance to permit convenfent arrangement for Suyer's representative to be




present. Test and adjustments shall be made in the presence of and observed
by representatives of both Seller and Buyer {f present. If, after notice,
Buyer fails to have a representative present, the results of the tests and
adjustments shall nevertheless be considered accurate until the next _tasts and
ddjustments have respectively been made at Seller's expense, except that Buyer
shall bear the expense of tests made at its request if the fnaccuracy in the
measurement of the voluuie and/or Total Heating Yalue of the Gas is less than

the amounts determined in accofdance with Section 3(f) of this Apticle X.

(f) If at any time any of the measuring and/or testing
equipment is found to be out of service, or registering inaccurately in any
percentage, it shall be adjusted at once to read as accurately as possible.
The volume and/or Total Heating Value of the gas desired to be meisnre'd"or
tested during the period in which such equipment was registering inaccurately,

Or was out of service, shall be estimated by:

(1) using the data recorded by any check measwring
equipment installed and registering accurately, or

(11) {1f such check measuring equipment is not installed
or {s not registering accurately, by correcting
the error by caifbration tests or mathematical
calculations, or

(111) {f the methods provided in subsections (f) and
(11) cannot be used, by estimations based upon
deliveries under simtlar condftions during the
period in which the equipment was registering

accurately,




If the period in which such equipment was registaring
inaccurately or was out of service fs not known or agreed upon, it shall be
deemed to have been registering inaccurately or out of service for a period of
sixteen (16) days or since the date of the last test, whichever period s
longer., If it is determined in accordance with the foregoing that during such
period:

(1}  the volume measurement at the average hourly rate
of flow s in error in an amount exceeding two
percent (23), and/or

(i1} the Total Heating Value measyrement is in error in
an amount exceeding one-half of one percent
(0.53), then the previous reading of the
measurement equipment and/or the recording /
calorimeter, as the case may be, shall be
corrected to zero (0) error {n the manmner set
forth above and all records and billings for
such period shall be recalculated accordingly to
zero (0) error. No corrections in the records and
bi11ing shall be made for errors less than the

Timits speciffed above.

{(g) Seller shall preserve for a period of at least six (6)

years all of {ts test data, charts and other similar records.

(h} Seller agrees that i1t will make all necessary
arrangements to assure that Buyer will have access to the meter charts and

other data that it may reasonably require and that Buyer will have access to




the Point of Delivery to install the equipment and do such other things as it

has the right to pursuant to the provisions of Section 10.3 of this Article X,

10.4 Where required by law standards of measurement shall be

converted to metric measurement.

ARTICLE X1 - POSSESSION, TITLE AND WARRANTY

11.1 Possession of and title to gas delivered by Seller o Buyer
hereunder shall pass fram Seller to Buyer or to Buyer's assignee (as prov {ded
by Article XY hereof) at the Point of Delivery. Until such del ivery, Seller
shall be deemed in contrcl of and possession of and be responsible for such
@s, after which Buyer or Suyer's assignee shall be deemed to be in contro) of

and possession of and have title to and be responsible for such gas.

1.2 Seller warrants that 1t will at the time of delivery have good
title to all gas delivered by it to Buyer or Buyer's dssignee hereunder, free
and clear of all liens, encumbrances and claims whatscever and that Seller
will indeanify Buyer or Buyer's assignee and save it harmless fram all suits,
actions, debts, accounts, damages, costs, losses and expenses arising from or
out of adverse clafms of any or all persons to the said gas or o royalties,
taxes, 11cense fees or charges thereon, which are applicable before the gas s
imported to Buyer or Buyer's assignee into the United States. Seller agrees
that as to the qas delivered to Buyer or Buyer's assignee by Seiler hersunder,
Buyer or Buyer's assignee shall also be entitled to all of the protection
provided by the warranty of title set forth in each of the qas purchase

contracts under which Seller has purchased such qs.




ARTICLE XII - FORCE MAJEURE

12.1 Neither Buyer nor Seller shall be liable in damages to the othe:
for any act, omission or circumstances occasioned by or in consequence of any
act constituting force majeure and the obligations of Seller and Buyer then
existing hereunder shall be excused during the period thereof to the extent
affected by such events of force majeure, The term "force majeure” shail mean
any acts of God, strikes, lockouts, acts of the public enemy, wars, blockades,
insurrections, riots, epidemics, landslides, lightning, earthquakes, fires,
storms, floods, washouts, arrests and restraints of gvernments and peoples,
civil disturbances, explosions, breakages or accident to machinery or lines of
pipe, Tine freeze-ups, temporary faflure of gas supply, the binding order of
any court or governmental authority which has been resisted in good fdi';h by
311 reasonable legal means, the denial, suspension or revocation of applicable
export and/or import permits, and any other cause, whether of the kind herein
enumerated, or otherwise, and whether caused or occasioned by or happening on
account of the act or omission of one of the parties hereto which affects
deiivery or receipt of the gas at the Point of Delfvery not within the controi
of the party claiming suspension and which by the exercise of due diligence
such party is unable to prevent or overcome. A failure to settle or prevent
any strike or other controversy with employees or with anyocne purporting or
seeking to represent employees shall not be considered to be a matter within
the control of the party claiming suspension. Under no circumstances will

lack of finances be construed %o constitute force majeure.

12.2 Such causes or contingencies affecting the performance of this
contract by either party, however, shall not relieve it of 1{fadbility in the

event of 1ts concurring negligence or in the event of its failure to use due




diligence to remedy the situation and remove the cause in an adequate manner
and with ail reasonabie dispatch, nor shall such causes or contingencies
affecting the performance of this contract relieve either party from its
obtigation to make payments of amounts then due hereynder nor shall such
Causes or contingencies relfeve either party of 1{ability unless such party
shall give oral notice followed thereafter by notfce and full particulars of
the same fn writing, by telegraph, telex or other available means of written
communication to the other party as soon as possible after the occurrence

relfed on.

12.3 In the event, as a result of force majeure or due to any other
reason or occurrence, Seller is rendered unable on any day, wholly or in part,
to deliver to Buyer the Daily Contract Quantity provided for herein, th;n
Buyer shall be entitled to receive such proportion of the total {mpaired
deliveries at the Point of Del {very hereunder as the Dafly Contract Quanti ty
bears to the. sum 6f the Daily Contract Quantities of gas delivered by Seiller

to Buyer and others at such Point of Delivery.

12.4 Seiler's obligatfon to sell and Buyer's right to purchase As
hereundor shall be suspended during the effectiveness of any govermmental
action which resylts in the interruption of deliveries or which prevents,
totally or partfally, the exportation of gas from Canada under this contract,
the importation of gas fnto the United States by Buyer or its transportation
to Buyer; provided, however, that where the exportation, importation, resale
or transportation {s only partfally prevented by the guvernmental action,
Seller's and Byyer's obligations hereunder shall be suspended only to the
extent prevented dy such governmental action. Ouring any period in which
Seller's cdligation to sell gas hereunder is suspended fn whole or in part by




govermment action as aforesaid, Buyer may, upon ten (10) days written notice

o Seller, terminate this contract. During any period in which Buyer's right
to purchase Qs hereunder is suspended in whole or in part by government
action as aforesaid, Seller may, upon ten (10) days written notice to Buyer,
terminate this —contract. If etther Buyer or Seller has served notice in
accordance with fhis paragraph requiring the termination of this contract and
1f the suspension of Seller's obligation to selil or Buyer's right to purchase
s withdrawn within the ten (10) day notice perfod, such notice of termination

shall be void.

ARTICLE XIII - LANS AND REGULATORY BODIES

13.1 This contract and the rights and obifgations of the partids
hereunder are subject to all applicable present and future laws, rules,
requlations and orders of iny regulatory or legislative body or other duly
constituted authority having jurisdiction over Seller or Buyer.

13.2 Any final and non-appealable governmental action that totally
precludes the continuing performance by either party of its cbl{gations under
this contract for the remainder of the term herein provided sﬁalI terminate
this contract as of the effective date of such gvernmental action.

ARTICLE XIY - ARBITRATION

14.1 Except as provided in Articles [l and YII any controversy
between the parties arising under this contract not resolved by agreement

shall be determined by a three member Board of Arbitration (°Board®)
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upon written notice given efther by Seller or by Buyer. The written notice

shall contain the name of one arbitrator, the matter in dispute, the relief

requested, and the grounds therefor.

14.2 The party receiving such notice ("Receiving Party®) shall within
fifteen (15) days thereafter serve written notice on the other party
(*Transmitting Party®), which notice shall contain the name of the second
arbitrator, an answering statement, and other arbitrable matters that are in
dispute, if any. If the Receiving Party fails to name the second arbitrator,
then the Transmitting Party shall do so. The two arbitrators so appointed
shall name the third arbitrator, or, failing so to do within ten (10} days of
the second arbitrator's appointment, the parties shall attempt tn_agret upon
and appoint such third arbitrator. If the parties are unable to agree within
five (5) days on the chofce of a third arbitrator, then upon the written
request of ;imer party, the arbitrators who have been appointed shall be
discharged and new arbitrators appointed in accordance with the above
procedure and the procedure herein shall de repeated until three (3)

arbitrators have been selected.

14.3 The arbitrators selected to act hereunder' shall be qualified by
edycation or experfence to decide matters relating to the particular
question(s) in dispute and shall not be employees or agents of efther Biyer or
Seiler or their affiliates or subsidfaries,

14.4 The arbitrators so appointed shall promptly hear and determine
(after giving the parties due notice of hearing and a reasonable opportunity
to be heard) the questfon(s) submitted and shall render their decisfon within

ninety (90) days after appointment of the third arbitrator. If within said




period a decisfon is not rendered by the Board, or of a ma;
either party may serve notice on the other party, requiring
arbitrators be appointed fn accordance with the above proce

procedure herein shall be repeated until a decision 1s reac

14,5 The decision of the Board, or of a majority t
writing, shall be final and binding upon the parties to the
the question(s) submitted, and the parties shall abide by a
decision; provided that the effectiveness of such decision
the receipt of all necessary governmental and regulatory ap
and conditions satisfactory to the parties. The writtan dec
or a mjority thereof may be {ssued iith or without an opint
requests a written opinion with regard to a decision, one sh
expeditiously.' but 1ts issuance shall not delay compliance w
implementation of the Board‘s or majority's decisfon. Each
the cost of the services and the expenses of the arbitrator .
Buyer and Seller shall each bear fifty percent (50%) of the
services an& the expenses of the third arditrator. All othe
arbitration proceedings under this Article XIV shall be born
incurring them. |

14.6 Any member of the Board may be removed at any t
appointment, with or without cause, by written agreement of b
Seller. In the event of a vacancy in the Board due to the re
aforesaid) or resignation of a member of the Board who is app
the parties, such party shall select a replacement and shall

its selection not msore than five (5) days after the occurrenc



dforesaid) or resignation of the third member of the Board who is selected by

the other members of the Board, the remaining members of the 8card shall
select a replacement member and give written notice of their selection not
more than five (5) days after the occurrence of the vacancy. A new member of
the Board selected by one of the parties shall accept the record of the
proceeding as it exists at the time of selection, and the selection of such
member of the Board shall not operate to extend the time for the Board's

decision.

14.7 The failure of Buyer or Seller to participate in an arbitration
proceeding as scheduled by the Board shall not delay the proceeding, and the
Board is authorized to proceed to consider submissions, take evidence, and to
{ssue a decision (which shall be final and binding upon the nonpartictphting
party) as though such party were a participant fn the arbitration proceeding.

14.8 If any governmental or regulatory approval required by Section
14.5 of this Article XIV is denied, the party receiving such denial shall give
notice thereof (“"Notice of Denial®) to the other party within five (5) days
from recaipt thereof and the matter shalj be resubmitted for ardbitration in
accordance with the procedures set forth in this Section 14.8. In the event
that any such approval 1s granted subject to modification, the party receiving
such mod{ fied approval shall give notice thereof to the other party withia
five (5) days from receipt thereof and within ten (10) days after such notica
is given each party shall notify the other if the modification is not
acceptable ("Notice of Rejection®). If such modification.is unacceptabdble to
either party the matter shall be resubmitted for arbitration {n accordance
with the procedures set forth in this Section 14.8. Within fifteen (15) days
from the date on which a Notfce of Denfal or Notice of Rejection is given, the

-8 . —




matter shall be resubmitted to the arbitrators that rendered the decision at

issue. The arbitrators shall promptly rehear and redetermine the question(s)
presented and shall render their decision within thirty (30) days from the
date of resubmittal. The arbitrators shall give the parties due notice of
such rehearing and a reasonable opportunity to be heard. Except as otherwise
provided in this Section 14.8, any re-arbitation shall bde conducted in
accordance with the procedures set forth in this Article XIV. The procedures
set forth herein for re-arbitrations shall be repeated until a decision of the
arbitrators has received all governmental and regulatory approvals required to
make such decisfon effective on terms and conditions satisfactory to both

partfes,

2
14.9 The requirements of this Article X1V may be modified or waived

only with the written consent of both Buyer and Seller.

ARTICLE XV - TRANSFER AND ASSIGNMENT

15.1 Any company which shall succeed by purchase, merger, or
consolfdation to the properties, substantially as an entirety, of Buyer or of
Seller, as the case may be, shall de entitled to the rights and shall be
subject to the cbifgations of its predecessor in title under this contract.
Seller mmy, without relieving itself of its oblfigations under this contract,
assign any of 1ts rights and obligations hereunder to a corporation with which
it 1s affiliated at the time of such assignment. Buyer my, without relieving
itself of its obligations under this contract, assign any of its rights and
oblfgations hereunder to a corporatfon with which it fs affiliated at the time
of such assignment for marketing the qas hereunder on Buyer's pipeline
system. Otherwise no assignment hereunder shall be mde by either party

—




withoyt the written consent of the other party first obtained. [t {s agreed,
however, that the provisions of this Article shall not in any way prevent
either party to this contract from pledging or mortgaging its rights hereunder
as security for its indebtedness. This contract shall be binding upon and
shall inure to the benefit of the respective successors and assigns of the

parties herets.

ARTICLE XVI - MISCELLANEOUS PROVISIONS

16.1 No waiver by Buyer cr Seller of any default of the other under
this contract shall operate as a waiver of a future default whether of a Hki

or different character.

!

-

16.2 The headings used throughout this contract are insertad for
reference purposes only, and are not to be considered or taken into account in
construing the terms or provisions of any Article or Section hereof nor to be
deemed 1n any way to qualify, modify or explain the effect of any such

provisions or terms.

'16.3 Every notice, statement or bi1l provided for in this contract
shall be in writing directed to the party to whom given, made or delivered at
such party's address as follows:

SELLER: 530 Efghth Avenue S.N.
Calgary, Alberta, Canada
T® N6

BUYER: Notices:
Yice President - [nternational Enerqy
P. Q. Box 2511
Tenneco Building
Houston, Texas 77252
Uts.&




Bi11fngs/Payments:

Gas Purchase Administration Department

P. 0. Box 2511

Tenneco Byfilding

Houston, Texas 77252

U.S.A

Ef ther party may change its address fram time to time by giving

written notice of such change to the other party. Any notice, statepent
or bil1 or other document made, given or delivered hereunder by mail
shall be deemed to have been effectively delivered to the addressee
thereof at the end of the third (3rd) business day after the dats of
mailing by prepaid registered airmail in the U.S. mail or Canadian mail;
provided that, at any time when there 1s a strike affecting delivery of
etther U.S. mail or Canadian mail, ill such del iveries shall be mmde by
hand or by telex. If any such notice, statement, bill or other cbcuen';r
fs delfvered by hand or by telex to an officer of the addressee, it shall
be deemed to have been received by the addressee as soon as such del{very

or transmission has been made to said officer.

16.4 This contract shall be construed pursuant to the laws of

the State of Texas.

16.5 This contract constitutes the entire agreement detwesn the
parties relating to the subject matter hereof and supersedes any other
dgreements, written or oral, between the parties concerning such subject

matter,




IN WITNESS WHEREQF, the parties hereto have caused these

presents to be executed in separate counterparts, each of which shall be
deemed an “original " hereof, but all of which shall constitute one and
the same fnstrument and have caused their corporate seals to be hersunto
affixed, attested by the hands of their proper officers duly authorized
in that behalf as of the day and year first above written.

TRAKSCANADA PIPELINES LIMITED

Per

L

e -,

Per

TENNESSEE GAS PIPELINE COMPANY,
A DIVISION OF TENNECO INC.

Per - ¥ |
ta torney-in-rac
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VERIFICATION

Statc of New Jersey )
) SS..
County of Somerset )

Paul J. Chymiy, being duly sworn, deposes and says that he is Director of Planning
of NUI Corporation, the Applicant above-named, that he has read the foregoing document
and knows the contents thercof, and that the same is true to the best of his knowledge,

information and belief

L p;yé Chw& Ud\

Sworn to before me this
29 day of April, 1996

tdry Public d

JANIS ANTHONY
A Notacy Public of New Jersey
My Commission Expires August 23,1998




UNITED STATES OF AMERICA

% i b A & 10
DEPARTMENT OF ENERGY

OFFICE OF FOSSIL ENERGY

_ PEC'DDDE/FS

ERNT R

)
NUI CORPORATION y FE DOCKET NO. 96-22-NG

TENNESSEE GAS PIPELINE COMPANY ) ERA DOCKET NO. 87-53-NG, et seq.
)

ORDER GRANTING LONG-TERM AUTHORIZATION
TO IMPORT NATURAL GAS FROM CANADA
AND AMENDING AUTHORIZATION

DOE/FE ORDER NO. 1165

MAY 16 , 1996




I. DESCRIPTION OF REQUEST

On Mayrl, 1996, NUI Corporation (NUI) filed an application
with the Office of Fossil Energy of the Department of Energy
(DOE), under section 3 of the Natural Gas Act (NGA)Y and DOE
Delegation Order Nos. 0204-111 and 0204-127, requesting
authorization to import up to 1,960 Mcf per day of natural gas
from Canada. The term of the authorization would extend through
October 31, 2002. NUI is a New Jersey corporation with its
principal place of business in Bedminister, New Jersey. The gas
would be imported under a Partial Assignment Agreement
(Assignment Agreement) between NUI, Tennessee Gas Pipeline
Company, a Division of Tenneco, Inc.s (Tennessee), and Western Gas
Marketing Limited (WGML)% dated September 1, 1993. The proposed
imports by NUI are volumes Tennessee originally contracted to buy
from TransCanada Pipelines Limited (TransCanada) under a gas
purchase and sales agreement (GPSA) executed August 1, 1988.

This gas was subsequenfly resold by Tennessee to NUI (operating
as Pennsylvania and Southern Gas Company) under one of

Tennessee's existing import authorizations.? Tennessee is

1/ 15 U.S.C. § 717b.

2/ When the Assignment Agreement was executed, WGML (an Alberta
corporation) was acting as agent for TransCanada Pipelines
Limited for the purpose of exporting the gas. WGML changed its
name to TransCanada Gas Marketing Limited (TGML), effective

July 17, 1995. Thereafter, TGML appointed TransCanada Gas
Services Limited (TGSL), an affiliate, as its agent to operate,
administer, and manage all natural gas contracts, effective
August 1, 1995. As a consequence, TGSL now acts in the capacity
as supplier and export agent for this contract.

3/ See Tennessee, DOE/ERA Opinion and Order No. 254, issued

July 15, 1988 (1 ERA ¢ 70,789), as amended by DOE/ERA Opinion
(continued...)




2

currently acting as an agent for NUI, as pfovided by the terms of
the Assignment Agreement, to import the gas from TransCanada Gas
Services Limited (TGSL), acting as agent for TransCanada.

This application was initlated as a result of Tennessee’s
restructuring of its pipeline transportation, storage, and
natural gas sales service under Order 636,% issued by the
Federal Energy Regulatory Commission (FERC) on April 16, 1992.
The proposed authorization would enable NUI, which has been a
sales customer of Tennessee, and on whose behalf Tennessee now
imports the gas, to import gas directly from TGSL. This gas
would be used by NUI primarily to serve consumers supplied by
NUI's Waverly Gas Service and Valley Cities Gas Service local
distribution company divisions.¥

Under the terms of the Assignment Agreement, Tennessee
assigned to NUI its contractual rights to purchase 1,960 Mcf per
day of Canadian natural gas through October 31, 2002, at which
time both the Assignment Agreément and the GPSA expire. This

assignment is consistent with the terms of the GPSA. NUI would

import gas under the requested authorization using Tennessee's

3/(...continued)
and Order No. 254-A (Order 254-A), issued October 31, 1989 (1 FE

g 70,262) and DOE/FE Opinion and Order No.592, issued March 18,
1992 (1 FE € 70,551). Order 254-A was further amended by DOE/FE
Order No. 1033, issued March 16, 1995. See Pennsylvania Gas and
Water Company, 1 FE ¢ 71,092 (March 16, 1995). Under these
orders, Tennessee currently is authorized to import 10,297 Mcf of
gas per day through October 31, 2002.

4/ FERC Statutes and Regqulations ¥ 30,939.

5/ These divisions were formerly part of NUI's Pennsylvania and
Southern Gas Company division.




3
existing pipeline facilities which interconnect with those of
TransCanada at the border of the United States and Canada near
Niagara Falls, New York.

Under the Assignment Agreement, NUI is obligated to take and
pay for 70 percent of the assigned contract volume. The
commodity charge would be established monthly by subtracting $.05
from the index value for Louisiana and offshore gas deliveries
into the pipeline system of Tennessee as published each month in

Inside FERC's Gas Market Report. The commodity charge may be

renegotiated each year. NUI is also obligated to pay a monthly
demand charge covering 80 percent of the demand tolls for
transportation on TransCanada's pipeline system.

II. FINDING

The appliéation filed by NUI has been evaluated to determine
if the proposed import arrangement meets the public interest
requirements of section 3 of the NGA, as amended by section 201
of the Energy Policy Act of 1992 (P.L. 102-486). Under section
3(c), the importation of natural gas from a nation with which
there is in effect a free trade agreement requiring national
treatment for trade in natural gas is deemed to be consistent
with the public interest and must be granted without modification
or delay. The authorization sought by NUI to import natural gas
from Canada, a nation with which a free trade agreement is in
effect, meets the section 3(c) criterion and, therefore, is

consistent with the public interest.




ORDER

Pursuant to section 3 of the Natural Gas Act, it is ordered
that:

A. NUI Corporation (NUI) is authorized to import at Niagara
Falls, New York, up to 1,960 Mcf per day of Canadian natural gas
from TransCanada Gas Services Limited (TGSL) beginning on the
date of this Order, and extending throuéh October 31, 2002. This
gas shall be imported consistent with the terms and conditions of
NUI's Partial Assignment Agreement with Tennessee Gas Pipeline
Company (Tennessee) and TGSL, dated, September 1, 1993, which is
on file in this docket.

B. The natural gas import authorization previously granted
to Tennessee, in DOE/FE Opinion and Order No. 254 (Order 254) et
seq., is hereby amended to reduce the daily volumes that
Tennessee may import. During the period beginning on the date
NUI begins importing its gas through October 31, 2002,

Tennessee's authorized import volumes shall be reduced by 1,960
Mcf per day. Under the revised authority, Tennessee’s import
volumes from TGSL shall not exceed 8,337 Mcf per day. All other
terms and conditions of the import authorizatidn contained in
Order 254, as amended, shall remain in effect.

C. Within two weeks after deliveries begin, NUI shall
provide written notification to the Office of Fuels P&ograms
(OFP), Fossil Energy, Room 3F-056, FE-50, Forrestal Building,

1000 Independence Avenue, S.W., Washington, D.C. 20585, of the




5
date that the first import delivery of natural gas authorized in
Ordering Paragraph A above occurred.

D. With respect to the imports authorized by this Order,
NUI shall file with OFP, within 30 days following each calendar
gquarter, quarterly reports indicating whether imports of natural
gas have been made. If no imports have been made, a report.of
"no activity" for that calendar quarter must be filed. If
imports occur, NUI must report total monthly volumes in Mcf and
the average purchase price of gas per MMBtu delivered at Niagara
Falls, New York, and paid to TGSL. The monthly price information
shall itemize separately the demand and commodity charges.

E. The first quarterly report required by Ordering
Paragraph D of this Order is due not later than July 30, 1996,
and should cover the period from the date of this Order until the
end of the current calendar quarter, June 30, 1996.

Issued in Washington, D.C., on May/%’, 1996

/“ZfM//%\g:

Anthony J.

Director

ffice of Coal & Electricity
Office of Fuels Programs
Office of Fossil Energy
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CoLeeti e R
ST

ana .Gas'Sa'w&'-'. Limited

€:h Floor, 5 Yange Stroer, Toronen, Omtaria, Canada MSE 143

{416) 8232068

foc (410 30931

November 28, 1995

Cullen and Dykman BY FAX
1225 15th St. N.W. 202-457-1405
Ste, 320 ‘

Washingron, D.C.

Attention: Mr. Ken Maloney, Esq.
Dear Ren:
Re: Penn & Southern Gag Sales Contract

As discussed, T am forwarding a final draft of the conmact, The only wording changd-from the
mmnnngnmmmmwwmmmmpmmm
tondition in Articls 7, -

hcasalhzwmﬂmdymmﬁomdigWamGast&ngmmiwdhuchMiEnamc
to TransCanada Gas Marketing Limited, This is 2 name change only and will oot affect onr
arrangement with Penn & Southern. TransCanada Gas Marketing Limited continue to act as
agent for TransCanada Pipelines Limited. Because the contract is stared 0 be effective as of
September 1, 1993, I have not changed the nama of the catity as shown in tha contract Let me
know if you have any concem about this, '

As msationed, we have promised Tennessee that the contract will be executed as soon as
?ossible. In order to expedite the procsss. ] have sent execution copies to our head affice and

assuming you are satisfied with the draft) they will be forwarded to you next week for
execution by your clent

Thank you again for your coq:m.uon.
Yours very truly, ’
TRANBCANADA SERVICES LIMITED

Al

David Purdy
Manager, Toronto Legal Services

encl,

ATrargCaneda Enwrgy Mesagement company.

TOTAL P.B2
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UNITED STATES OF AMERICA
{6450-01-P)

DEPARTMENT OF ENERGY
QFFICE OF FOSSIL ENERGY

NEW YORK STATE ELECTRICAL & GAS FE DOCKET NOS. $6-15-NG

CORPORATION

UNIVERSAL RESOURCES CORPORATION

)
)
)
CHEVRON U.S.A. INC. ) 96-17-NG
TEXACO NATURAL GAS INC. ) 96-18-NG
TENASKA GAS COMPANY ) 96-19-NG
NORTH AMERICAN ENERGY, INC. ) 96-20-NG
IGI RESOURCES INC. ) 96-23-NG
NUI CORPORATION and ) 96-22-NG ¥~
TENNESSEE GAS PIPELINE COMPANY ) 87-53-NG
WEST TEXAS GAS, INC. ) 96-24-NG
) 96-21-NG
)

ORDERS GRANTING AUTHCRIZATION
TO IMPORT AND/QR EXPORT NATURAL GAS

AGENCY: Office of Fossil Energy, DOE.

ACTION: Notice of Orders.

SUMMARY: The Office of Fossil Energy of the Department of Energy
gives notice that it has issued Orders authorizing various imports

and/or exports of natural gas. These Orders are summarized in the

attached Appendix.
These Orders are available for inspection and copying in the
Office of Fuels Programs Docket Room, 3-r056, Forrestal Building,

1000 Independence Avenue, S.W., Washington, D.C. 20585, (202)




. 586-9478. The Docket Room is open between the hours of 8:00 a.m. and
4:30 p.m., Monday through Friday, except Federal holidays.

Issued in Washington, D.C., on May _?_, 1996,

ord P. 'I'omaszews
(_,BfIECt_OI, Office o tural Gas
Qffice of Fuels rams
Office of Fossi nergy




DOE/FE

AUTHORITY

ORDER

NO.

1158

1160

1161

1162

1163

1e4

1165

1166

1167

DATE ISSUED

04/04/96

04/29/96
04/29/96
04/30/96
05/03/96
05/14/96

05/16/96

05/16/96

05/20/96

APPENDIX

IMPORTER/EXPORTER
FE DOCKET NO,

New York State Electric &
Gas Corporation
(96-15-NG)

Chevron US.A. Inc.

(96-17-NG)

Texaco Natural Gas Inc.
(96-18-NG)

North American Energy, Inc.
(96-20-NG)

Tenaska (Gas Company
(96-19-NG)

IGI Resources Inc.
(96-23-NG)

NUI Corporation (96-22-NG)
& Tennessee Gas Pipeline
Company (87-53-NG)

West Texas Gas, Inc.
(96-24-NQ)

Universal Resources Corporation
(96-21-NGQ)

IMPORT VOLUME

50 Bel72-year term

73 Bef2-year term

100 Bef/2-year term

15 Bef2-year term

200 Befr2-year term

300 Befr2-year term

1,960 Mcf/per dsay

50 Bcf/2-year term

IMPORT/EXPORT AUTHORIZATIONS GRANTED

EXPORT VOLUME

Combined total

Combined total

50 Bef/2-year term-

COMMENTS

Short-term for 2 years
from end to Canada

Short-term for 2 years
from Canada

Short-term for 2 years
from Mexico

Short-term for 2 years
{rom Canada

Short-tern for 2 years

Short-term for 2 years
from Canada

Long-term until year

2002 from Canada

Short-term for 2 years
to Mexico

Short-term fro 2 years
from Canada

. from Canada and Mexico




NUI Compantes:
City Gas Company of Flonda
Efizaberhiown Gas Company

N Elkton Gas Service
Natural Gas Sennces, Inc.
North Carmbna Gas Sennce
e 7 4
W National Utility Investors '
7

Utdty Biing Servcea. Inc
. PORATION
P

Valey Cities Gas Service
Waverty Gas Service

550 Route 202-206
PO. Box 760

Bedminster

New Jersay 07921-0760

Tel: (908) 781-0500

Fax: (908) 781-0718

- . o June 6; 1996 - =
] 2
Mr. Thomas W. Dukes > f_-_
United States Department of Energy =] =
Office of Fuels Programs :g —
Attn.: Quarterly Report i) <
FE-53, Room 3H-087 ‘ | 0
1000 Independence Avenue, SW j:"ri —
Washington, DC 205850353 3 o
. =
-
Dear Mr. Dukes: =
Please be advised that the date of first deliveries of natural gas to NUI Corporation pursuant to
- DOE/FERC Order No. 1165 in FE Docket No. 96-22-NG and ERA Docket No. 87-53-NG was
. May 17, 1996. The first quarterly Sales and Price Report will be filed in July, 1996, in
accordance with DOE reporting requirements.

Sincerely,

(it

Nancy Sobelson
Director, Gas Administration



