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

Docket Room 3F-056, FE-50

Forrestal Building

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

Re: St. Lawrence Gas Company, Inc.
FE Docket Nos. 96—2&- NG, 80-11-NG

Ladies and Gentlemen:

Pursuant to Section 3 of the Natural Gas Act and 10
C.F.R. Part 590, St. Lawrence Gas Company, Inc. ("St. Lawrence")
submits the enclosed application to amend its existing import
authorization. St. Lawrence does not propose any change to the
daily or annual quantities of natural gas that it is authorized
to import from Canada. Rather, St. Lawrence's authorization must
be amended to reflect the revised supply, transportation and
storage arrangements now applicable to the gas supplies it
imports These changes are largely the product of gas pipeline
service "unbundling" that has been implemented in both the United
States and Canada.

St. Lawrence's application also seeks clarification
regarding DOE/FE Order No. 033~A. That order tied the term of
St. Lawrence's import authorization to its gas supply contract
with Niagara Gas Transmission Limited. St. Lawrence did not
request this modification. St. Lawrence believes that FE's
action was based on an incomplete reading of the Federal Power
Commission ("FPC") order originally granting St. Lawrence's
authorization, which tied that authorization's term to the term
of a related Presidential Permit. St. Lawrence seeks
clarification that the term established by the original FPC order
still governs its import authorization.

As you know, St. Lawrence is a small local distribution
company that depends on its import authorization to meet customer
demand. St. Lawrence stands ready to meet with FE personnel to
discuss either the changed circumstances underlying St.
Lawrence's importation of natural gas or the term of its amended
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authorization, if such a meeting would facilitate consideration
of the enclosed application.

If you have any questions regarding the enclosed
application, please contact the undersigned immediately.

Respectfully s%ygitted,
/l

Cil fperh

{ Paul F. Forshay

Attorney for
St. Lawrence Gas Company, Inc.

Enclosure
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UNITED BTATES OF AMERICA
DEPARTMENT OF ENERGY
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8t. Lawrence Gas Company, Inc. ) FE Docket Nos. QG%QQLNG,

APPLICATION OF 8T. LAWRENCE GAS COMPANY, INC.

) 80-11-NG

RFC'D DOE/FE
B O O R R AR |

e

FOR AN ORDER AMENDING AUTHORIZATION TO IMPORT
NATURAL GAS FROM CANADA

Pursuant to Section 3 of the Natural Gas Act ("NGA"),V

Department of Energy ("DOE"™) Delegation Order Nos. 0204-111 and

0204~-127,% and Office of Fossil Energy Regulations ("FE"),¥

St. Lawrence Gas Company, Inc. ("St. Lawrence") submits this

application for an order amending the natural gas import

authorization originally issued to St. Lawrence in DOE/FE Docket

No. 80-11-NG. As discussed below, the requested amendment is

necessary to reflect changes in the facts and circumstances

underlying St. Lawrence's authorization. St. Lawrence also

requests that DOE/FE address the uncertainty concerning the term

of St. Lawrence's import authorization created by DOE/FE Order

No. 033-3A.%

I. TIDENTITY OF APPLICANT

The exact legal name of the applicant is St. Lawrence Gas

Company, Inc. St. Lawrence has its principal place of business

V 15 uy.s.c. § 717b.

¥ 1 ERA § 70,032 (1984); 1 FE § 70,051 (1989).

¥ 10 C.F.R. Part 590 (1994).

4 st. Lawrence Gas Company, Inc,
No. 033-A").

1 FE ¢ 70,983 (1994) ("Order




at 33 Stearns Street, Massena, New York 13662. The names,
titles, and mailing addresses of persons to whom official
correspondence concerning this application should be addressed

are:

F. D. Rewbotham
President
St. Lawrence Gas Company, Inc.
33 Stearns Street
Massena, New York 13662
and
Paul F. Forshay
Sutherland Asbill & Brennan
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
(202) 383-0100
II. BACKGROUND
St. Lawrence first received authorization to import natural
gas from Canada in 1961.2 Under DOE/ERA Opinion and Order No.
33, issued June 22, 1981,% st. Lawrence now holds authority to
import up to 9.7 Bcf of natural gas annually from Canada, and up
to 43,000 Mcf on a daily basis. Pursuant to DOE/FE Order No.
033-A, St. Lawrence may import natural gas at either Massena, New
York or Waddington, New York.
From the time it began to utilize its import authorization

in 1962 through October, 1992, St. Lawrence was the sole export

sales customer of its affiliate Niagara Gas Transmission Limited

¥ see St. Lawrence Gas Company, Inc., 26 FPC 265 (1961).
¢ See 1 ERA § 70,532 (1981).
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("Niagara"),Y and satisfied its gas supply needs through

"bundled" sales and transmission service received from Niagara.
Niagara, in turn, purchased its entire gas supply (as a delivered
service) from TransCanada PipeLines Limited ("TransCanada").

With the advent of pipeline service unbundling in Canada,
TransCanada created a marketing affiliate, Western Gas Marketing
Limited ("WGML"), and appointed WGML to administer its existing
gas sales contracts, including the contract with Niagara, which
was to expire on October 31, 1992 (as was Niagara's corresponding
gas sales contract with St. Lawrence). In late 1991, Niagara and
WGML negotiated a new 10-year sales arrangement, with WGML
(instead of TransCanada) as seller, which was to commence on
November 1, 1992. The new arfangement was first embodied in a
letter agreement dated Decembar 3, 1991 (Exhibit A). 1In the
spring of 1992, WGML prepared a formal gas sales contract with
Niagara, which reflected the agreed to effective date of November
1, 1992.

Niagara and St. Lawrence, however, decided during the summer
of 1992 that Niagara should discontinue its merchant function
when the new arrangement with WGML was implemented. St. Lawrence
still would receive transportation service from Niagara, but
would purchase its gas supply directly from WGML. Niagara
accordingly assigned the December, 1991 letter agreement to St.

Lawrence, with WGML's consent, by letter agreement dated August

Y Both St. Lawrence and Niagara are affiliates of The
Consumers' Gas Company Ltd. ("Consumers Gas™).

-3 -




L II‘I'IIII A TN - T N . ‘l'll Il Bl aE N T N II‘I'III -

11, 1992 (Exhibit B)}). At the time, it was anticipated that st.
Lawrence and WGML would be able to finalize a formal gas sales
contract prior to November 1, 1992.

Unfortunately, the parties were unable to do so, because
certain matters developed differently than originally
anticipated, and the parties accordingly entered into two
additional letter agreements dated October 27 and 30, 1992
(Exhibits € and D), whereby they made certain modifications to
the original letter agreement and confirmed that the original
letter agreement (as so modified) would govern, as an interim
agreement, until the formal gas sales contract was executed. St.
Lawrence also entered into a Transportation Service Agreement
with Niagara dated October 30, 1992. Both the interim agreement
and the Transportation Service Agreement became effective on
November 1, 19%2. From St. Lawrence's perspective, the only
difference between the new supply arrangement (WGML utilizing
TransCanada's supply pool to directly supply St. Lawrence's long-
term needs) and the previous agreement (WGML as TransCanada's
agent selling gas to Niagara, which in turn sold the gas to St.
Lawrence) was the elimination of Niagara as a "middleman."

In any event, St. Lawrence expected that the formal gas
sales contract would be finalized in due course. In the
meantime, the interim agreement provided sufficient detail for
day-to-day operating purposes. Nevertheless, the process of
finalizing the formal gas sales contract proved to be far more

protracted than either party anticipated. Numerous drafts of the
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contract were prepared, reviewed, and discussed as the parties
slowly resolved their differences, which was accomplished by
early July, 1995. The Gas Sales Contract made as of July 14,
1995 was then prepared and circulated for execution by each
party, which was completed by mid-August, 1995 (Exhibit E).

In the meantime, WGML changed its corporate name to
TransCanada Gas Marketing Limited ("TGML"), effective July 17,
1995. TGML thereafter appointed TransCanada Gas Services Limited
("TCGS") as its agent for all purposes, including the operation
of the Gas Sales Contract and the making of any amendments
thereto, effective August 1, 1995. As a result, from St.
Lawrence's perspective, TCGS functions as "Seller" under the Gas
Sales Contract, albeit as TGML's agent.

The original letter agreement between Niagara and WGML, the
interim agreement, and the Gas Sales Contract all reflect the gas
supply plan developed by Niagara and St. Lawrence in order to
better manage the seasonal variations in St. Lawrence's
requirements. That supply plan also included storage service
with Consumers Gas and/or Union Gas Limited ("Union") for gas
delivered during off~-peak periods, and related transportation
service with TransCanada and Union (injections) and Union,
TransCanada, and Niagara (withdrawals). The structuring of these
storage arrangements, however, was one of the matters that
developed differently than originally anticipated. Consequently,
WGML provided an interim storage arrangement at the outset of the

interim agreement, and other interim storage arrangements




involving Consumers Gas and Union followed. The final storage

arrangements reflected in the July 14 Gas Sales Contract involve
storage service with Consumers Gas and related transportation
service with Union and TransCanada.

In addition to restructuring its long-term gas supply
arrangements, St. Lawrence established two means of short-term
supply. First, in November, 1993 St. Lawrence began to procure a
relatively small daily volume of gas for export, together with
the fuel required by TransCanada as part of its transportation
service. These short-term transactions were made through a
monthly gas procurement program operated on St. Lawrence's behalf
by Consumers Gas, and are described in greater detail below.

Second, also beginning November 1, 1993 St. Lawrence has
executed a series of agreements with Associated Energy Marketing,
a Division of Associated Energy Services Ltd. ("Associated
Energy"), and its predecessor under which St. Lawrence could make
spot gas purchases during the winter period (e.g. November 1,
1994 through March 31, 1995) at Cornwall, Ontario or Lisbon, New
York. St. Lawrence anticipates executing similar agreements for

future winter periods.

II1. RELATED U.8. REGULATORY PROCEEDINGS
Neither this request for amended import authority nor any

related St. Lawrence filing is pending before any other part of
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DOE, including the Federal Energy Regulatory Commission, or any

other federal agency or department.?

IV. THE PROPOSED AMENDMENT

St. Lawrence requests that its existing import authorization
be amended to reflect its revised gas supply arrangements.
Specifically, St. Lawrence's authorization should be amended to
reflect that (1) St. Lawrence now purchases gas supply directly
from TCGS (as TGML's agent), rather than indirectly through
Niagara, for delivery to St. Lawrence and, in off-peak periods,
to storage, (2) St. Lawrence now purchases storage service from
Consumers Gas and related transportation service from TransCanada
and Union (injections), and Union, TransCanada, and Niagara
(withdrawals), (3) St. Lawrence now receives only transportation
service from Niagara (the Transportation Service Agreement covers
both direct deliveries and storage withdrawals), and (4) St.
Lawrence now purchases minor, short-term gas supplies through the

procurement program conducted on its behalf by Consumers Gas.

V. SCOPE OF THE ACTIVITY
St. Lawrence does not seek to amend its authorized import
levels of up to 43,000 Mcf of natural gas on a daily basis from

Canada, and up to 9.7 Bcf annually. Nor does St. Lawrence seek

8 8t. Lawrence currently holds a corresponding authorization to
export natural gas from Canada. This authorization is a short-
term order issued by the Naticnal Energy Board of Canada ("NEB")
on October 9, 1992 and effectively renewed by the NEB on October
12, 1994. B8t. Lawrence filed a request with the NEB for long-
term export authorization on March 27, 1996. That application
currently remains pending before the NEB.

-7 -
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to amend the term of its existing authorization, which is
coextensive with the related Presidential Permit granted St.
Lawrence in FPC Docket No. G-17501. As explained below, DOE/FE
must clarify what St. Lawrence believes to be an unintended
ambiguity concerning the term of its import authorization created

by DOE/FE Order 033-A.

VI. S8S8OURCE AND SECURITY COF BUPPLY

St. Lawrence anticipates obtaining most of its long-term gas
supply needs through purchases directly from TCGS (as TGML's
agent). TCGS (as did WGML before it) administers TransCanada's
"supply pool," which has been the ultimate source of St.
Lawrence's gas supply (with recent exceptions) since 1962.
TransCanada's supply pool has proven to be a reliable source of
gas supplies for more than 30 years.

St. Lawrence also expects to obtain small amounts of short-
term gas supplies through the monthly procurement program
operated by Consumers Gas and through spot gas purchases during
the winter period. Under the monthly program, Consumers Gas
sends a request for proposals letter to a "bid list" of potential
suppliers, asking them to indicate the daily volume they wish to
supply, the available price, and the delivery point(s) in Western
Canada at which the supply would be available. This procurement
program has proven teo be, and should remain, a reliable source of
short-term gas supplies. As for the winter period purchases, St.

Lawrence will select one or more suppliers who have reliable




sources of gas supply available in close proximity to St.

Lawrence's service area.

VII. IDENTIFICATION OF PARTICIPANTS

At this time, St. Lawrence anticipates that TCGS (as TGML's
agent) will continue to be its principal supplier of natural gas.
Transportation services for gas purchased from TCGS (as TGML's
agent) for delivery directly to St. Lawrence will be provided by
TransCanada and Niagara. In addition, storage and related
transportation services for gas purchased from TCGS (as TGML's
agent) during off-peak periods will be provided by Consumers Gas,
Union, TransCanada, and Niagara.

Regarding its short-term purchases, St. Lawrence has
executed and will continue to execute such short-term
transactions with a variety of gas suppliers. To date, St.
Lawrence has purchased short-term supplies from:

° Amoco Canada Petroleum Company Ltd.
° Associated Energy Marketing, a

division of Associated Energy
Services, Ltd.

. Cibola Canada Energy Marketing
Company

: Continental Energy Marketing Ltd.

. Direct Energy Marketing Limited

* Enron Gas Marketing Canada Inc.

* Novagas Clearinghouse Ltd.

: StampGas Inc.

* Wascana Marketing, a Division of

Wascana Energy Inc.

-9 -




VIII. TERMS8 OF THE TRANSACTION

The terms of St. Lawrence's long-term gas supply
arrangements with TCGS (as TGML's agent) are contained in
Exhibit E.

The terms of St. Lawrence's short-term gas purchases
typically are set forth in a "Master Form of Short Term Gas
Purchase Agreement (Western Deliveries)" (the "Master
Agreement"). The specific terms of each transaction are
incorporated in a "Gas Purchase Confirmation Form," which the
parties execute. This form and the Master Agreement together
constitute a separate Gas Purchase Contract between St. Lawrence
and the supplier for each transaction. A copy of the Master
Agreement is appended as Exhibit F; the Gas Purchase Confirmation
Form is Schedule A to the Master Agreement.

The terms of St. Lawrence's most recent winter period spot
purchase agreement with Associated Energy are contained in a “Gas
Purchase Contract Between St. Lawrence Gas Company and Associated
Energy Marketing, a Division of Associated Energy Services Ltd."

A copy of this agreement is appended as Exhibit G.

IX. NEED FOR THE PROPOSED AMENDMENT
The proposed amendment is needed to assure that St.
Lawrence's authorization accurately reflects the "unbundled"
arrangements under which it now purchases and transports the gas
supplies it imports, both directly to market and to and from
storage. The modifications to St. Lawrence's gas supply and
transportation arrangements are largely the result of regulatory

- 10 -




changes that have occurred in the natural gas industry (both in

Canada and the United States) during the past several years.

Within this new regulatory context, St. Lawrence's revised supply
and transportation arrangements are intended to permit it to meet
customer demand for natural gas in the most cost-efficient manner

possible.

X. POTENTIAL ENVIRONMENTAL IMPACT
The proposed amendment will not require the construction of
new facilities. Consequently, granting the requested amendment

would not significantly affect the environment.

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

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

15 U.S.C. § 717b(c¢c). The United States and Canada are parties to
a free trade agreement of the type specified by NGA Section 3.¥
Accordingly, the NGA requires DOE/FE to approve St. Lawrence's
application to amend its existing import authorization "without

modification or delay."

¥ see United States-Canada Free Trade Imnplementation Act, Pub.
L. No. 100-449, 102 Stat. 1851 (1988).

- 11 -
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XII. REQUEST FOR CLARIFICATION

DOE/FE Order No. 033-A granted St. Lawrence's previous
request to add Waddington, New York as an import point under its
existing authorization. 1In so doing, though, Order No. 033-A
inadvertently created uncertainty regarding the term of Sst.
Lawrence's import authorization.

Order No. 033-A stated that the FPC's initial order granting
import authorization to St. Lawrence "did not impose a specific
expiration date for the import authority St. Lawrence holds."l¥
Order No. 033-A then provided that:

[T]his gas may be imported until the supply

contract between Niagara Limited and St.

Lawrence, as it may be amended, is

terminated, canceled, or otherwise no longer

binding on either party.
Order No. 033-A, 1 FE at 72,366. 1In other words, Order No. 033-A
purported to tie the term of St. Lawrence's import authorization
to the term of the underlying gas supply contract between St.
Lawrence and Niagara.

Order No. 033-A's discussion of the term of St. Lawrence's
authorization, however, turned on an incomplete reading of the
original FPC order authorizing St. Lawrence's imports. While the
FPC did not specify an expiration date, its ordering paragraph B
(iii) clearly outlined the authorization's term:

(iii) The authorization hereby granted may be
modified from time to time or terminated,
after opportunity for hearing, upon further

order of the Commission, but in no event
shall such authorization extend beyond the

19/ order No. 033-A, 1 FE at 72,366.

- 12 -
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ination of the Presidential Permit whi
is the subject matter of Docket No. G-17501,

26 FPC at 276 (emphasis added). Thus, the FPC expressly tied the
term of St. Lawrence's authorization not to the term of an
underlying gas sales contract, but to the term of the related
Presidential Permit.

As discussed above, NGA Section 3 requires DOE/FE to approve
all requests for authority to import natural gas from Canada
"without modification or delay." The St. Lawrence application
for amended authorization considered by Order No. 033-A did not
seek to change the term originally established by the FPC. Thus,
Order No. 033-A's decision to tie the term of St. Lawrence's
authorization to the underlying gas supply contract between St.
Lawrence and Niagara violated Section 3's mandate to approve such
applications "without modification."

St. Lawrence does not believe that DOE/FE intended Order No.
033-A to modify the term established by the original FPC order.
Rather it appears that, based on a misreading of the original FPC
order, DOE/FE believed that Order No. 033-A would fill a "gap"
regarding the term of St. Lawrence's authorization that, in fact,
did not exist.

Accordingly, St. Lawrence respectfully requests that DOE/FE
remove the uncertainty surrounding the term of St. Lawrence's
import authorization created by Order No. 033-A. Specifically,
DOE/FE should affirm the continuing applicability of the term
established by the original FPC order granting St. Lawrence's
import authorization.

- 13 -
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XIII. EXHIBITS
In support of its application, St. Lawrence submits the

following exhibit:

Exhibit A Letter Agreement Between
Western Gas Marketing Limited
and Niagara Gas Transmission
Limited, dated December 3,

1991.

Exhibit B - Letter Agreement Among Niagara
Cas Transmission Limited, St.
Lawrence Gas Company, Inc. and
Western Gas Marketing Limited,
dated August 11, 1992 (without
attachment)

Exhibit C - Letter Agreement Between
Western Gas Marketing Limited
and St. Lawrence Gas Company,
Inc., dated October 27, 1992.

Exhibit D - Letter Agreement Between
Western Gas Marketing Limited

and St. Lawrence Gas Company,
Inc., dated October 30, 1992.

Exhibit E - Gas Sales Contract Between
Western Gas Marketing Limited
{(Seller) and St. Lawrence Gas
Company, Inc. (Buyer), made as
of July 14, 1995.

Exhibit F - Master Form of Short Term
Purchase Agreement (Western
Deliveries).

Exhibit G - Gas Purchase Agreement Between St.
Lawrence Gas Company and Associated
Energy Marketing, dated November 1,
1995.

XIVv. ACTION REQUESTED
St. Lawrence respectfully requests DOE/FE to amend its

existing import authorization to reflect the new supply and

- 14 -




transportation arrangements underlying St. Lawrence's importation

of natural gas from Canada.

St. Lawrence further requests that

DOE/FE clarify that the term of St. Lawrence's existing import

authorization continues to be the term outlined in the original

FPC order granting that authorization.

May 6,

1996

By:

Respectfully submitted,

i;zii5WRENCE GAS COMPANY, INC.

Paul F. Foyshay

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

(202) 383-0100

Its Authorized Representative

- 15 =
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VYERIFICATION

Paul F. Forshay, being first duly sworn, deposes and
says that he is the duly authorized representative of the
applicant, St. Lawrence Gas Company, Inc., and that the facts
stated in this application are true and correct to the best of

his knowledge, information and belief.

Paul F. Forshay (:;/

Subscribed and sworn to
before me, a Notary Public
of the District of Columbia,
this 6th day of May, 1996.

/ﬁﬁnmks WL

Sloria T. Hinkle GLORIA 1. HINKLE
DISTRICT OF COLUMBIA
My commission expires: DATE OF EXP: 11-30-99

©
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-
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Western Gas
Marketing
Limited

11:r Flooe

35 Yonge Street

Toren:o Canasaa

MSE 14

(461 869-2C66

Canad:an Salas Fax (416} B69.21258
U S Saes Faxida'6) BES-20*1

December 3, 1991

Niagara Gas Transmission Limited
500 Consumers Road

Willowdale, Ontario

M1K 5E3

Attention: Mr. R.G. Riedl

Vice Pregident

Dear Sirs:

Re: Long Term Gas Sales by Western Gas
Marketing Limited ("Western Gas")
to Niagara Gas Transmission Limited
("Niagara") for resale to
St. Lawrence Gas Company, Inc.

Western Gas and Niagara have recently completed
negotiating the material business terms of a new 10 year gas sales
agreement pursuant to which it is intended that Western Gas will
supply to Niagara, on a firm basis, and Niagara will purchase from
Western Gas, sufficient gas to satisfy the currently anticipated
system gas requirements of its resale customer, St. Lawrence. The
term "system gas" means gas purchased by St. Lawrence, other than
gas purchased from its customers as peaking service or from its
customers or Niagara in connection with Direct Purchase
Arrangements (as defined in Paragraph 1(c)), for resale to
customers who consume or use the gas in St. Lawrence's existing
market area. The term "existing market area" means the
northernmost 10 towns in St. Lawrence County, New York for which
St. Lawrence holds franchises to distribute natural gas. The new
agreement will commence on the expiry of the gas supply
arrangements presently in effect pursuant to the gas sales contract
dated as of October 15, 1986, as amended, between TransCanada
Pipelines Limited ("TransCanada") and Niagara (the "1986
Agreement").

Western Gas understands that, commencing on November 1,
1992, Niagara intends to purchase storage service and related
transportation service as a means of managing the variations in St.
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Lawrence's seasonal requirements. In this regard, Niagara intends
to make arrangements for the following services (collectively, the
"Storage and Transportation Services"):

(a) storage service with 24 000 10°m® (0.85 Bcf) of storage
capacity from Union Gas Limited ("Union"), but if such
service is not available on November l, 1992, equivalent
Storage service directly or indirectly from Tecumseh Gas
Storage Limited on an interim basis (the "Storage
Service"): and

(b) firm transportation (M12) service of 283 10%n® (10 MMcf)
per day on Union's transmission system from Dawn to the
Parkway Belt-Union and/or the Kirkwall delivery point(s)
on TransCanada's system (the "M12 Service"); and

(c) Storage Transportation Service (STS) of 283 10%® (10
MMcf) per day on TransCanada's system from the Parkway
Belt-Union and/or the Kirkwall delivery point(s) to the
Cornwall delivery point (the "STs Service"), which is the
inlet of Niagara's pipeline that transports gas to St.
Lawrence's distribution system (the "Cornwall Pipeline").

In connection with the Storage Service, Western Gas
understands that Niagara has made a request to Union for 31 160
10°m® (1.1 Bcf) of storage capacity, that Niagara's request has been
placed in Union's long term storage queue, and that Niagara now
intends to_advise Union to reduce the requested storage capacity to
24 000 10°n’ (0.85 Bcf). In connection with the  M12 Service,
Western Gas understands that Niagara has entered into a contract
with Union that is conditional on Union installing additional
facilities. Finally, in connection with the STS Service, Western
Gas and Niagara have had discussions with TransCanada. All such
actions have been taken with a view to Niagara obtaining the
Storage and Transportation Services by November 1, 199%2.

Western Gas and Niagara understand that there are three
cogeneration projects in St. Lawrence's existing market area that
will affect Niagara's annual purchase requirement from Western Gas
for resale to St. Lawrence as system gas, as follows:

(a) Megan-Racine Associates, Inc. ("Megan-Racine") is
developing and will operate the "Kraft Cogeneration
Project® in canton. Western Gas is the supplier to
Megan-Racine. This project has been constructed and is
currently scheduled to commence commercial operation in
January, 1992; and

(b) Power city Partners, L.P. ("Power City") is developing
and will operate the "ALCOA Cogeneration Project" in
Massena. This project is now under construction and is
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currently scheduled to commence commercial operation in
August, 1992; and

(c) AG-Energy, Inc. ("AG") is developing and will operate the
"Psychiatric Centre Cogeneration Project" in Ogdensburyg.
This project is currently scheduled to commence
commercial operation in June, 1993.

Western Gas and Niagara understand that St. Lawrence's
annual requirement for system gas in 1990 was approximately 235
10%m® (8.3 Bcf). They further understand that Megan~-Racine, Power
City, and AG will displace sales of systenm gas by St. Lawrence to
their respective steam hosts, thereby reducing St. Lawrence's
annual requirement for system gas in its existing market area.
Megan-Racine will displace approximately 5.7 10%g3 (0.2 Bcf)
annually commencing in 1991, Power City will displace approximately
19.8 10°n® (0.7 Bcf) annually commencing in 1992, and AG will
displace approximately 11.3 10°m® (0.4 Bcf) annually commencing in
1993, for a total annual displacement of approximately 36.8 10%%°
(1.3 Bcf). Western Gas and Niagara also understand that St.
Lawrence has entered into or will enter into peaking service
arrangements with Megan-Racine, Power City, and AG that will
further displace approximately 14.2 10°m’ (0.5 Bcf) annually.

In the light of the displacements resulting from the
three cogeneration projects and St. Lawrence's peaking service
arrangements with them, S$t. Lawrence's annual requirement for
System gas in its existing market area will be approximately 199.3
10%n® (7 Bef) for the initial period (as defined in Paragraph 1(a))
and approximately 184 10°m’ (6.5 Bcf) for the subsequent period (as
defined in Paragraph 1(b)), in each case subject to reduction as
herein provided. Consequently, with the Storage and Transportation
Services, Niagara will ke able to supply St. Lawrence's annual
requirement for system gas in its existing market area, using gas
purchased from Western Gas, by changing its maximum daily
requirement from 1 135 10°m’ (40 MMcf) (the level in the 1986
Agreement) to 567 10°m® (20 MMcf) for the initial period and to 538
10°m® (19 MMcf) for the subsequent period, in each case subject to
reduction as herein provided. At the same time, Niagara will be
able to substantially increase its annual load factor under the new
supply agreement with Western Gas, compared to the 1986 Agreement,
with the consequential benefits to both Western Gas and Niagara.
In 1990, Niagara's annual purchase lcad factor was 56.7 percent.
In 1992, Niagara anticipates that its annual purchase load factor
will be 95.7 percent, and in 1993, 93.7 percent.

Based on the foregoing, Western Gas angd Niagara have
agreed to enter a new supply agreement on the terms, and subject to
the conditions, summarized below:
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On each day during the initial period of the Term (as
defined in Paragraph 2), Niagara may nominate and

purchase, and if so nominated Western Gas will sell and
deliver, on a firm basis, up to 567.0 10°m’ (20 MMcf) of
gas (the "Daily Contract Volume" or "DCV" applicable to
such initial period, subject to reduction in accordance
with Paragraphs 1(c) and 8(c)). The term "initial
period" means the period beginning on the Commencement
Date (as herein defined) and ending on the later of
October 31, 1993 or the first day on which St. Lawrence
provides transportation service to AG for its
"Psychiatric Centre Cogeneration Project".

Subsequent DCV

On each day during the subsequent period of the Term,
Niagara may nominate and purchase, and if so nominated
Western Gas will sell and deliver, on a firm basis, up to
538.0 10°m® (19 MMcf) of gas (the "Daily Contract Volume"
or "DCV" applicable to such subsequent period, subject to
reduction in accordance with Paragraphs 1(c) and B(c)).
The term "subsequent period" means the period beginning
at the end of the initial period and ending on the last
day of the Term.

D ceme eductio

Niagara shall have the right to reduce the applicable DCV
in order to offset the displacement of St. Lawrence's
sales of system gas in its existing market area resulting
from any Direct Purchase Arrangement, as provided in this
Paragraph 1(c). The term "Direct Purchase Arrangement”
means a contract or arrangement (excluding any amendment
or renewal) between a customer of St. Lawrence and a
supplier of gas other than St. Lawrence or Niagara (or an
affiliate of either of them) under which the customer
purchases gas (i) for its own consumption or use in st.
Lawrence's existing market area or (ii) for resale to St.
Lawrence or Niagara pursuant to a "buy-sell® contract or
arrangement between them under which St. Lawrence or
Niagara purchases gas from the customer with the
intention of selling an equivalent volume (on an annual
basis), in the case of St. Lawrence, to the customer, and
in the case of Niagara, to St. Lawrence for resale by St.
Lawrence to the customer, in either case for the
customer's own consumption or use in St. Lawrence's
existing market area, and as a result of which St.
Lawrence's sales of system gas to the customer are
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displaced. The term "Exempt Direct Purchase Arrangement"
means a Direct Purchase Arrangement in which the supplier
of gas is Western Gas or TransCanada (or an affiliate of
either of them).

Whenever a customer of St. Lawrence enters into a Direct
Purchase Arrangement, Niagara may give Western Gas a
notice to that effect (a "Displacement Notice"). Each
Displacement Notice shall specify the daily volume
involved in the Direct Purchase Arrangement, the portion
of such daily volume that Niagara elects to classify as
the displacement volume, the Western Gas market share
(being a fraction with a numerator equal to the
applicable DCV and a denominator equal to the sum of the
applicable DCV and the aggregate daily contract volume
under the Additional Long Term Supply Contracts), the DCV
reduction volume (being the product obtained by
multiplying the displacement volume by the Western Gas
market share unless the displacement volume pertains to
an Exempt Direct Purchase Arrangement, in which case the
DCV reduction volume will be equal to the displacement
volume), and the anticipated date of first delivery under
the Direct Purchase Arrangement. If the actual date of
first delivery is likely to vary from the anticipated
date specified in the Displacement Notice, Niagara will
give Western Gas as much prior notice thereof as may be
possible under the circumstances.

Effective as of and from the actual date of first
delivery under the Direct Purchase Arrangement, the
applicable DCV will be permanently reduced by the amount
of the DCV reduction volume specified in the Displacement
Notice, together with a corresponding reducticon in all
associated delivery and payment obligations of the
parties hereunder (the "Displacement Reduction®). Each
Displacement Notice will contain reasonable particulars
of the Direct Purchase Arrangement. Western Gas shall
have the periodic right to audit the books and records of
St. Lawrence and Niagara in order to verify the
information contained in any Displacement Notice; the
auditor must be independent of Western Gas and its
affiliates.

Western Gas will permanently assign to Niagara a portion
of its service entitlement under the TransCanada FS
Contract (as defined in Paragraph 4) corresponding to the
Displacement Reduction contemplated by each Displacenment
Notice (a "pPartial Assignment"). Niagara will use a
Partial Assignment to ship gas in connection with the
Direct Purchase Arrangement to which the Displacement
Notice applies for the term of the Direct Purchase
Arrangement (including renewals or extensions) and
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thereafter as Niagara sees fit. A Partjal Assignment
will become effective on the same date as the
corresponding Displacement Reduction. From and after

such effective date, Niagara will be entitled to all
rights (including renewal rights) and will be responsible
for all obligations in connection with the Partial
Assignments, in accordance with appropriate assignment
and assumption documentation. In connection with any
such Partial Assignment, the parties will use all
reasonable efforts to obtain from TransCanada an
unconditional release for Western Gas from any future
obligations pertaining thereto.

e e ent e
The gas supply arrangements contemplated by this letter

agreement will be effective for a term of 10 contract years
(the "Term") commencing on November 1, 1992 (the "Commencement

Date"™). The term "contract year" means a period of 12
consecutive calendar months commencing on a November 1lst.
Points of Delijvery

(a) Cornwall

Subject to Paragraph 3(b), Western Gas will deliver the
gas nominated by Niagara on any day during the Term (the
"Scheduled Daily Deliveries") to Niagara at the Cornwall
delivery point on TransCanada's system. This will be the
primary delivery point under the TransCanada FS Contract.

(b) Iroquois

Western Gas understands that, before or during the Term,
St. Lawrence may seek to have its distribution system in
its existing market area connected with the pipeline of
Iroquois Gas Transmission System, L.P. ("Iroquois”) and
to arrange for transportation service with Iroquois.
Thereafter Niagara may wish to receive all or part of the
Scheduled Daily Deliveries at the Iroquois delivery point
on TransCanada's system, where TransCanada's facilities
connect with Iroquois's facilities, for resale and export
to St. Lawrence at or near that delivery point.

In the light of these proposed arrangements, Western Gas
will use its reasonable efforts to add the Iroquois
delivery point to the TransCanada FS Contract as a
secondary delivery point, and Niagara will use its
reasonable efforts to obtain the necessary requlatory
approvals for Niagara to export, and for St. Lawrence to
import, the gas delivered by Western Gas to Niagara, and
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by Niagara to st, Lawrence, at or near the Iroquois
delivery point.

If and when Niagara is able to nominate all or part of
the Scheduled Daily Deliveries at the Iroquois delivery
point, Niagara's nominations shall specify the portion
thereof to be delivered by Western Gas at the Cornwall
and/or the Iroquois delivery point(s). Western Gas will
make such deliveries in accordance with Niagara's
nominations as to delivery point,

sC tio

TransCanada FS Contract

Western Gas will renew or otherwise extend for the full
Term the firm service contract with TransCanada that it
now uses to ship gas for sale and delivery to TransCanada
for resale to Niagara under the 1586 Agreement (such
contract, as renewed or otherwise extended, being the
"TransCanada FS Contract"), with a maximum daily volume
(the “"cContract Demand"”) that corresponds to the
applicable Daily Contract Volume. Western Gas will
maintain the TransCanada FS Contract at a Contract Demand
sufficient to deliver the applicable Daily contract
Volume to the cCornwall and/or the Iroquois delivery
point(s) for the full Term, and to the extent required
under the circumstances, to enable Niagara to deliver the
aggregate daily volume specified in the Partial
Assignments. 1In this regard, Niagara will cocperate and
provide TransCanada, in a timely manner, with such
information as may reasonably be required by TransCanada
in accordance with its usual contract renewal or
extension procedures.

ansca a R ireme

Western Gas will supply the fuel gas required by
TransCanada to transport gas under the TransCanada FS
Contract as it may be effectively modified by the Partial
Assignments (the "TransCanada Fuel Requirement") during
each contract year in respect of which the parties reach
agreement on the price applicable to fuel gas for the
contract year. In this regard, on or before the July 1st
preceding each contract Year, Niagara and Western Gas
will negotiate in good faith in order to reach agreement
on the applicable price (in dollars per GJ) for the
contract year. If the parties have not reached agreement
on the applicable price by the September 1ist preceding
any contract year, then Western Gas will not be obligated
to supply the TransCanada Fuel Requirement for the
contract year, and Niagara will be obligated to purchase
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the TransCanada Fuel Requirement for the contract year
from another supplier and to make it available to Western
Gas as shipper under the TransCanada FS Contract during
the contract year. 1In such event, and if on any day the
fuel gas made available by or for Niagara is less than
the TransCanada Fuel Requirement for the day, then
Western Gas will be entitled to make up the fuel
deficiency out of the gas that Western Gas would
otherwise have been obligated to deliver to Niagara, and
the volume that Niagara would otherwise be entitled to
receive from Western Gas will be reduced accordingly.

sibilities . e

Prior to the Commencement Date:

Niagara will enter into such contractual arrangements as
are necessary in order to make the Storage and
Transportation Services available to Niagara by the
Commencement Date. In connection therewith, if requested
by Niagara on a timely basis, Western Gas will use its
reasonable efforts to assist Niagara in obtaining a
contract with TransCanada for the STS Service that is not
conditional on TransCanada installing additional
facilities. 1In this regard, if necessary, Western Gas
will offer to permanently reduce the current Contract
Demand under the TransCanada FS Contract applicable to
service between the Parkway Belt-Union and/or the
Kirkwall delivery point(s) and the Cornwall delivery
point on TransCanada's system, to a volume not less than
the applicable Daily Contract Volume, in order to make
capacity available for the STS Service.

Niagara will use its reasonable efforts and will act
diligently to obtain (and cause St. Lawrence to obtain)
any new, revised or extended authorizations of Canadian
and U.S. governmental or other regqulatory authorizations
as may be necessary to implement the gas service
described in this letter agreement, including but not
limited to all necessary export and import
authorizations. Western Gas will co-operate with Niagara
and St. Lawrence in obtaining such authorizations, in
particular by providing all requisite information on its
gas supply.

The price to be paid by Niagara for the gas service
described in this letter agreement will be based on a
two-part demand/commodity structure. For each month of
the Term, Niagara will pay a total price equal to the sum
of the Monthly Demand Charge, plus the Monthly Commodity
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Charge, plus the Monthly Fuel Charge for such month, as
such amounts are defined and determined in accordance
with Paragraph 6(b), and _ subject to adjustment as
required in accordance with Paraqraphs 6(c) and 6(d).

All billings and payments will be in Canadian currency.

(1)

(11)

The term "Monthly Demand Charge" means, for any

month,

an amount equal to the product obtained by

multlplylng.

(A)

(B)

the quotient obtained by dividing (x) the sum
of the applicable Daily Contract Volumes (in

10°n’) in effect during the month by (y) the
number of days in the month; by

the sum of TransCanada's monthly demand toll
(in dollars per 10°m’) in effect for the month
for firm service from the Empress receipt
point to the Cornwall delivery point
(including any delivery pressure toll), plus
NOVA's monthly demand toll (in dollars per
10°n*) in effect for the month; and "NOVA's
monthly demand toll" in effect for any month
means the quotient obtained by dividing

(x) the total dollar amount of NOVA's
invoiced demand charges, including any
billing adjustments, that is payable by
Western Gas (either directly to NOVA or
to reimburse TransCanada or any third
party to whom Western Gas is liable in
this regard) for all firm transportation
service that was committed or available
to Western Gas during the immediately
preceding month: by

(y) the maximum daily delivery capacity on
NOVA's system that was committed or
available to Western Gas during the
immediately preceding month.

The term "Monthly Commodity Charge®" means, for any
month, an amount equal to the product obtained by
multiplying (w) the total volume (in 10%m’) of gas
delivered to Niagara at the Cornwall delivery point
during the month by (x) the sum of:

(A)

the remainder (in dollars per 10°m’) obtained
by subtracting (y) the product obtained by
multiplying NOVA's monthly demand toll in
effect for the month by the fraction 12/365
from (z) the Gas Price (in dollars per 10%m?)
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in effect for the month; and the "Gas Price"
in effect for any month shall be egqual to the
Consumers Gas Average Price (as defined 1in
this Paragraph 6(b)) for the month, converted
to dollars per 10°m® using TranscCanada's
combined stream average gross heating value
for the month, plus

(B) TransCanada's commodity toll (in dollars per
10°m’) in effect for the month for firm service
from the Empress receipt point to the Cornwall
delivery point.

The term "Monthly Fuel Charge"” means, for any month
in a contract year in which Western Gas is
supplying the TransCanada Fuel Requirement, an
amount equal to the product obtained by multiplying
(x) the volume (in 10°m’) of the TransCanada Fuel
Requirement for the month by (y) the Fuel Price (in
dollars per 10°m®) in effect for the month:; and the
"Fuel Price" in effect for any month shall be equal
to the agreed-on price applicable to fuel gas for
the month pursuant to Paragraph 4(b), converted to
dollars per 10°m® using TransCanada's combined
stream average gross heating value for the month.

In connection with the term "Gas Price" as used in
Paragraphs 6(b) (ii) and 7(c), the following terms shall
have the following meanings:

(iv)

(v)

(vi)

"Consumers Gas" means The Consumers' Gas Company
Ltd.:

"Consumers Gas Long Term Contracts®” means all of
the Consumers Gas arm's length contracts for firm
purchases of Western Canadian gas for resale to its
sales service customers in oOontario and to Gazifeére
Inc. (exclusive of any direct purchase arrangement
involving customers of Consumers Gas or Gazifere
Inc. similar to the Direct Purchase Arrangements
hereunder) having an initial primary term
(exclusive of renewals or extensions) of 10 or more
years.

"Consumers Gas Average Price" means, for any month,
the weighted average price (in dollars per GJ) that
is derived from the prices to be paid by Consumers
Gas for gas purchased under all of the Consumers
Gas Long Term Contracts during the month, on the
assumption that each such contract will operate at
100 percent load factor during the month and with
such prices being weighted proportionately in




Page 11.

accordance with the firm daily contract volume
available to Consumers Gas under each such contract
on each day of the month. Such prices shall
include both demand and commodity components.

Prior to the commencement of each contract year,
Niagara will provide (or cause Consumers Gas to
provide) Western Gas with a written statement
showing the Consumers Gas Average Price for each
month of the contract vyear. If there is any
subsequent change in the price and/or the firm
daily contract volume under any Consumers Gas Long
Term Contract that would result in an adjustment of
the Consumers Gas Average Price if such price were
toc be derived immediately after such change is
effective, Niagara will so notify Western Gas (a
"pricing change notice"). The Consumers Gas
Average Price will then be prospectively adjusted
to reflect such change from and after the effective
date of such change.

The Consumers Gas Average Price will not be
retroactively adjusted as a result of any change in
the price being paid under any Consumers Gas Long
Term Contract (including but not limited to any
change resulting from renegotiation, arbitration or
regqulatory proceedings) after any bill for gas sold
has been rendered by Western Gas to Niagara, except
in the following specific circumstances:

(A) If, as of the beginning of any contract year,
the pricing provisions of any Consumers Gas
Long Term Contract for the contract year are
subject to an ongoing arbitration proceeding,
then the price to be paid thereunder by
Consumers Gas pending an arbitration decision
will continue to be used for the purpose of
determining the Consumers Gas Average Price
until the arbitrated price change becomes
effective. The Consumers Gas Average Price
will be adjusted to reflect the outcome of the
arbitration prospectively only, unless the
terms of such Consumers Gas Long Term Contract
require retroactive adjustment between
Consumers Gas and the supplier, in which case
the Consumers Gas Average Price will be deemed
to have been amended as of the same date and
appropriate retroactive adjustments will be
made promptly between Niagara and Western Gas.

(B) If any of the information provided by Niagara
or Consumers Gas with respect to the
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determination of the Consumers Gas Average
Price is erroneous, or if a pricing change
notice is not provided by Niagara in a timely
fashion, and if such erroneous information or
untimely notice results in an erroneous
Consumers Gas Average Price being used for
billing purposes in any month or months, then
appropriate adjustments (including payment of
interest on any unpaid or overpaid amounts at
the prime rate announced from time to time by
the Canadian Imperial Bank of Commerce, plus
one percent) will be made promptly by the
parties.

Niagara will cause Consumers Gas to give Western
Gas the periedic right to audit the books and
records of Consumers Gas in order to verify the
basis for and the calculation of the Consumers Gas
Average Price: the auditor must be independent of
Western Gas and its affiliates.

If Western Gas delivers gas to Niagara at the Iroquois
delivery point in any month pursuant to Paragraph 3(b),
the total price payable by Niagara for the month pursuant
to Paragraph 6(a) will be adjusted by an amount equal to
any increase or decrease, as the case may be, in the
transportation tolls (including but not limited to any
delivery pressure toll) that Western Gas beconmes
obligated to pay to TransCanada as a result of delivering
gas to Niagara at the Iroquois delivery point instead of
or as well as at the Cornwall delivery point.
Westeaw Gas

If -Niagara- diverts gas for Niagara to delivery points
other than the Cornwall and/or the Kirkwall delivery
point(s) in any month pursuant to Paragraph 8(b), the
total price payable by Niagara for the month pursuant to
Paragraph 6(a) will be adjusted by an amount equal to any
increase or decrease, as the case may be, in the
transportation tolls (including but not limited to any
delivery pressure toll) that Western Gas becomes
obligated to pay to TransCanada as a result of diverting
gas for Niagara to such other delivery points.

For greater certainty (and in contrast to the 1986
Agreement), the parties confirm that, as between them,
Niagara will be responsible for all costs associated with
the transportation of the gas purchased hereunder
downstream of the Cornwall and/or the Iroquois delivery
point(s). 1In particular, there will be no deduction in
respect of Niagara's cost of service for the Cornwall
Pipeline from the price otherwise payable to Western Gas
for gas purchased in accordance with the terms hereof.
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7. Overrun Gas

On any day during the Term for which Niagara nominates
the full Daily Contract Volume, Niagara may also request
that Western Gas deliver volumes of gas in excess of the
applicable Daily Contract Volume, up to the maximum
volumes set out in Paragraph 7(b) ("Overrun Gas"). Such
Overrun Gas shall be delivered to Niagara at the Empress
receipt point on TransCanada's system.

If so requested on any day during the Term, Western Gas
shall deliver:

(i) up to five percent of the DCV for such day as
Overrun Gas on a firm basis; and

(ii) wup to an additional 20 percent of the DCV for such

day as Overrun Gas on an 1nterruptible basis,
subject to Western Gas (using its reasonable
efforts) obtaining the necessary gas supply and
transportation service on the NOVA system.

The price (in dollars per 10%9 for Overrun Gas
delivered during any month shall be equal to the Gas
Price in effect for the month.

eme System Gas
1l equireme e

The parties intend that the gas service contemplated
hereby will be a full requirements arrangement for St.
Lawrence's annual requirement for system gas in its
existing market area, until such time as St. Lawrence's
annual requirement for a contract year exceeds or is
reasconably anticipated to exceed the Annual Contract
Volume for the contract year (such excess portion of St.
Lawrence's annual requirement being the "additional
annual requirement®”). At that time, the gas service
contemplated hereby will cease to be a full requirements
arrangement. The term "Annual Contract Volume" means,
for any contract year, the sum of the applicable Daily
Contract Volumes in effect during the contract year.

If and when the gas service contemplated hereby ceases to
be a full requirements arrangement, Niagara or St.
Lawrence will be entitled to enter into contracts or
arrangements with suppliers of gas other than Western Gas
or TransCanada (or their affiliates) in order to meet St.
Lawrence's additional annual requirement for system gas
in its existing market area (the "Additional Supply
Contracts"). In the event that Niagara or St. Lawrence
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does so, each Additional Supply Contract will be assigned
to cone of the following categories for the purposes of
the gas service contemplated by this letter agreement:

(i) contracts or arrangements that provide gas supply
on a firm basis and that have an initial primary
term of less than one year, or that provide gas
supply on a reasonable efforts basis regardless of
the length of the initial primary term ("Short Term
Supply Contracts");

(ii) contracts or arrangements that provide gas supply
on a firm basis and that have an initial primary
term of one year or more but less than 10 years
("Medium Term Supply Contracts"); and

(iii) contracts or arrangements that provide gas supply

on a firm basis and that have an initial primary
term of 10 or more years ("Additional long Term
Supply Contracts").

Niagara will endeavour to purchase the Annual Contract
Volume from Western Gas in each contract year, having
regard to St. Lawrence's annual requirement for system
gas in its existing market area for the contract year
and, if and when the gas service contemplated hereby
ceases to be a full requirements arrangement, having
regard also to the obligation (if any) of Niagara or St.
Lawrence to do likewise under any Additional Supply
Contract that permits Niagara or St. Lawrence to prorate
daily deliveries thereunder in the manner contemplated by
Paragraph 8(b). Subject to any such obligation, Niagara
or St. Lawrence will not purchase gas under any
Additional Supply Contract if Niagara or St. Lawrence
knows or (acting reasonably) ought to know that such
action would likely result in Niagara purchasing from
Western Gas, in any contract year, a volume of gas that
is less than the Annual Contract Volune.

Annual Shortfall

Western Gas acknowledges that, in any contract year, St.
Lawrence's annual requirement for system gas in its
existing market area could be less than the annual supply
available to St. Lawrence for the contract year, due to
circumstances beyond St. Lawrence's control (such as
warmer-than-normal weather and/or unfavourable economic
conditions). Accordingly, if and when Niagara reasonably
anticipates that St. Lawrence's annual requirement for
system gas in its existing market area for a contract
year will be less than the sum-of the projected Annual
Contract Volume for the contract year and the projected
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aggregate annual contract volume under the Medium Term
Supply Contracts and the Additional Long Term Supply
Contracts combined for the contract year, Niagara will
promptly give Western Gas a notice to that effect (a
"Shortfall Notice"), specifying the projected annual
shortfall, and will take (or cause St. Lawrence to take)
the following steps in order to mitigate and fairly
distribute the impact of the projected annual shortfall
on Western Gas and the other supplier(s) of gas to
Niagara or St. lawrence:

(i) curtail or terminate daily deliveries of gas under
the Short Term Supply Contracts, as required to
eliminate the projected annual shortfall; and

(ii) if the first step is not enough to eliminate the
projected annual shortfall, prorate daily
deliveries between the gas service contemplated
hereunder and the gas service provided under all
Medium Term Supply Contracts and all Additional
Long Term Supply Contracts, so that the Western Gas
share of the actual annual shortfall will not
exceed a fraction with a numerator equal to the
Annual Contract Volume and a denominator equal to
the sum of the Annual Contract Volume and the
aggregate annual contract volume under such other
contracts.

In order to mitigate the impact of the projected annual
shortfall on Niagara and St. Lawrence, Western Gas will
co-operate and work together with Niagara in order to
assist Niagara in reselling, to secondary markets, any
gas purchased by Niagara from Western Gas that Niagara is
unable to resell to St. Lawrence, to the following
extent:

(iii) Western Gas will divert the gas that Niagara has
agreed to resell for use by The Consumers' Gas
Company Ltd. or its affiliates, according to
Niagara's direction as to the delivery point(s) on
TransCanada's system, subject to the availability
of capacity in regard to the delivery point(s); and

(iv) Western Gas may divert, in its sole discretion, the
gas that Niagara wishes to resell to any other
buyer, according to Niagara's direction as to the
delivery point(s) on TransCanada's system, subject
to the availability of capacity in regard to the
delivery point(s).

Each Shortfall Notice shall contain reasocnable
particulars of the cause(s) of the projected annual
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shortfall. Niagara will give Western Gas a revised
Shortfall Notice whenever there is a material change in
the level of the projected annual shortfall. Western Gas
shall have the periodic right to audit the books and
records of Niagara and St. Lawrence in order to verify
the information contained in any Shortfall Notice, and to
confirm that Niagara or St. Lawrence took the foregoing
steps in order to mitigate and fairly distribute the
impact of the annual shortfall; the auditor must be
independent of Western Gas and its affiliates.

Market Logs Reductions

Niagara shall have the right to reduce the applicable DCV
in order to offset the reduction in St. Lawrence's annual
requirement for system gas resulting from any permanent
or long term decline in market demand in St. Lawrence's

existing market area after the commencement of the Term,
as provided in this Paragraph 8(c).

Whenever such a decline in market demand occurs or is
reasonably anticipated to occur, Niagara may give Western
Gas a notice to that effect (a "Market Loss Notice").
Each Market Loss Notice shall specify the annual lost
volume attributable to the decline in market demand, the
corresponding daily lost volume (being the quotient
obtained by dividing the specified annual lost velume by
365 days), the Western Gas market share (being a fraction
with a numerator equal to the applicable DCV and a
denominator equal to the sum of the applicable DCV and
the aggregate daily contract volume under the Medium Term
Supply Contracts and the Additional Long Term Supply
Contracts combined}, and the DCV reduction volume (being
the product obtained by multiplying the daily lost volume
by the Western Gas market share).

Effective as of and from the first day of the contract
Year that commences at least four months after the giving
of a Market Loss Notice, the applicable DCV shall be
permanently reduced by the amount of the DCV reduction
volume specified in the Market Loss Notice, together with
a corresponding reduction in all associated delivery and
payment obligations of the parties under the new supply
arrangement (the "Market Loss Reduction"). In the
meantime, Niagara will curtail or terminate daily
deliveries of gas under the Short Term Supply Contracts,
as required to offset the decline in market demand on a
short term basis.

Each Market Loss Notice will contain reasonable
particulars of the decline in St. Lawrence's market.
demand. Western Gas shall have the periodic right to
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audit the books and records of St. Lawrence and Niagara
in order to verify the information contained in any
Market Loss Notice; the auditor must be independent of
Western Gas and its affiliates.

In connection with any Market Loss Reduction, Western Gas
may, at its option, elect to retain and utilize for its
own purposes and at its own expense the portion of its
service entitlement under the TransCanada FS Contract
that, as a result of the Market Loss Reduction, Western
Gas would no longer require to ship gas for sale and
delivery to Niagara (the "Excess Capacity").
Alternatively, Western Gas may elect to assign the Excess
Capacity to Niagara as of and from the effective date of
the Market Loss Reduction. Any such assignment will
include any renewal rights associated with the Excess
Capacity and will be made on the same terms (including
the assumption by Niagara of all toll payment
obligations) as the Partial Assignments contemplated by
Paragraph 1(c). Western Gas will notify Niagara of its
election with respect to the Excess Capacity within two
months of Niagara's Market Loss Notice.

The parties acknowledge that any Market Loss Reduction
and/or assignment of Excess Capacity will be permanent
and, unless expressly otherwise agreed, Niagara will not
be entitled to have all or any part of any Market Loss
Reduction reinstated.

(a)

(b)

9. Renegotjatjon and Arbitration

No more than 120 days and no less than 60 days prior to
the commencement of each contract year (except the first
contract year), either party may give written notice to
the other ("the Renegotiation Notice") requiring the
renegotiation of the Gas Price component of the Monthly
Commodity Charge that will be applicable during the
contract year. For greater certainty, the two-part
demand/commodity pricing structure and the components of
that structure other than the Gas Price component
described in Paragraph 6(b) (ii) will not be subject to
renegotiation or arbitration.

If a Renegotiation Notice is given, the parties will act
in good faith to attempt to negotiate a new Gas Price
component, taking into account the arbitration criteria
referred to in Paragraph 9(b).

If any such renegotiation does not result in a written
agreement between the parties within 60 days of the
delivery of the Renegotiation Notice, or if it does but
Western Gas does not obtain an unconditional finding of
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producer support from the Alberta Petroleum Marketing
Commission under the Natural Gas Marketing Act (Alberta)
within 30 days of the written agreement, then either
party may give written notice initiating arbitration of
the matter. Any such arbitration will be initiated and
conducted substantially in accordance with the provisions
of Article XV of the Gas Sales Contract made as of
December 30, 1988 between Western Gas and Consumers Gas
(the "Western Gas/Consumers Gas Contract®) and the
arbitration criteria identified in Exhibit "A"™ to this
letter agreement. .

(c) The purpose of any renegotiation or arbitration of the
Gas Price component of the Monthly Commodity Charge will
be to determine a Gas Price that, in the circumstances
then prevailing, is fair to both parties, taking into
consideration each of the arbitration criteria identified
in Exhibit "A" to this letter agreement.

(d) Any modification of the Gas Price component of the
Monthly Commodity Charge resulting from either
renegotiation or an arbitration decision will become
effective substantially as provided in Section 5.5 of the
Western Gas/Consumers Gas Contract. :

S

The gas to be supplied by Western Gas to Niagara will be
delivered from the aggregate supply of gas (the "Supply Pool")
producible from reserves that are or will be under contract
(directly or indirectly) to TransCanada and/or its affiliates
(including Western Gas) and dedicated by various gas producers
(the "Producers") to TransCanada and/or its affiliates
(directly or indirectly) for delivery under all of the gas
supply contracts of TransCanada and/or its affiliates. In
connection therewith, the gas supply cbligations of Western
Gas and the rights and obligations of the parties in
connection with the management and operation of the Supply
Pool, and the deliveries of gas therefrom, will be
substantially similar to the terms of Article VII of the
Western Gas/Consumers Gas Contract.

Producer Approval

The obligations of the parties hereunder are conditional on
the receipt, within 30 days of the date of this letter
agreement, of a finding of producer support by the Alberta
Petroleum Marketing Commission under Section 9(2) of the

(Alberta) and of such other
approvals of the Producers as may be necessary (including, but
not limited to, approvals required under contracts between
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Western Gas, TransCanada, and the Producers), all on terms
satisfactory to Western Gas, in its sole discretion.

1986 Adgreement

The parties acknowledge that the provisions of the 1986
Agreement will continue in full force and effect until the
Commencement Date, when the 1986 Agreement will expire.

Gas Sales Contract

By executing this letter agreement, Western Gas and Niagara
agree to act expeditiously, reasonably and in good faith to
attempt to negotiate and execute a detailed gas sales contract
(the "Gas Sales Contract") incorporating (and where necessary
amplifying) the foregoing terms and such other terms as are
reasonable or usual in similar agreements for long term gas
supply.

Deadlinesg
If:

(a) the condition with respect to the Producers approvals set
out above in Paragraph 11 is not satisfied within the
time limit provided, or

(b) all U.S. and cCanadian governmental and regqulatory
authorizations required to implement the arrangements
contemplated herein are not in place by November 1, 1992,

then this letter agreement (and the Gas Sales Contract, if
executed) will automatically terminate and the parties will
thereafter be under no further obligation hereunder.

ansc W

Western Gas will cause TransCanada to execute a warranty of
performance by Western Gas of the Gas Sales Contract from and
after the Commencement Date. The warranty of performance will
be substantially similar to the warranty of performance given

by TransCanada to Consumers Gas in connection with the Western
Gas/Consumers Gas Contract.
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If the foregoing properly summarizes the terms of the
proposed new gas supply arrangements between Niagara and Western
Gas, please execute both of the enclosed copies of this letter
agreement and return one fully executed copy to Western Gas.

Yours very truly,

WESTERN GAS MARKETING LIMITED

Pre
per: W —
v /QU

Director, LDC Marketing

tL _
!9_ day of December,

Accepted this
1991.

NIAGARA GAS TRAN BBION LIMITED
hY

R.G. Riedl
Vice President

T A R
.
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EXHIBIT A

Arbitration Criteria

The Arbitrator(s) shall base his (their) determination

upon and shall give due consideration to each of the following

matters, to the extent that evidence is adduced by the parties in
the arbitration:

1.

the prices being paid by gas purchasers.in North American gas
market areas (other than St. lawrence's existing market area)
for gas service from Alberta, British Columbia, and
Saskatchewan suppliers;

the prices being paid by St. Lawrence or its customers for
other Canadian gas or U.S. gas that is delivered to st.
Lawrence's existing market area; and

the prices of substitutable energy sources that compete with
gas for various end-uses of gas in St. Lawrence's existing
market area, taking into account any differences between the
efficiencies of gas and those substitutable energy sources;

provided that, in considering such matters, the Arbitrator(s) shall
also take into account the following matters, to the extent that
evidence is adduced by the parties in the arbitration:

(a) the time at which the prices were agreed to between the
respective buyers and sellers:;

(b) differences in transportation costs relevant to
establishing a point of comparison at the relevant
receipt points on TransCanada's system;

(¢) the similarities and dissimilarities between the
service(s) provided hereunder and the sale and
transportation arrangements under which other gas is
being sold for consumption or use in St. Lawrence's
existing market area and in other North American markets
or under which substitutable enerqgy sources are being
sold for consumption or use in St. Lawrence's existing
market area, including in particular but not limited to
the similarities and dissimilarities between the quality
of service and the security of supply provided hereunder
and provided under such other arrangements; and

(d) any other considerations in respect of which relevant
evidence is adduced by the parties.
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Mhagara Gas Trarsmissicr Lented
iC0 Simcce Streer

Toronto. Ontario M5K 3G2

Tel (416} 556-2933

@ Niagara Gas
Transmission

11 August 1992

St. Lawrence Gas Company, Inc.
56-58 Main Street
Massena, N.Y. 13662

Attention: Mr. F.D. Rewbothan

President anpd General Manager

Western Gas Marketing Limited
11th Floor, 55 Yonge Street
Toronto, Ontario

MS5E 1J4

Attention: Mr, W.A. Smith

Director, LDC Marketing

Dear Sirs:

Re: Assignment of the Gas Bale Letter Agreement
between Western Gas Marketing Limited
(“"Western Gas'") and Niagara Gas Transmission
Limited ("Niagara") by Niagara to S8t. Lawrence
Gas Company, Inc. ('"St. Lawrence'")

Niagara and St. Lawrence participated together in
negotiating and finalizing a new l0-year gas sale arrangement
between Western Gas as seller and Niagara as buyer, for resale to
St. Lawrence. Under this new supply arrangement, Western Gas would
sell to Niagara, on a firm basis, and Niagara would purchase from
Western Gas, sufficient gas to satisfy the currently anticipated
System gas requirements of St. Lawrence. The new sale arrangement
between Western Gas and Niagara would commence on the expiry of the
gas sale arrangement presently in effect pursuant to the gas sales
contract dated as of October 15, 1986, as amended, between
TransCanada PipelLines Limited ("TransCanada") as seller and Niagara
as buyer, which is administered for TransCanada by Western Gas.
The new sale arrangement between Western Gas and Niagara has been
memorialized in a letter agreement dated 3 December 1991 (the "Gas
Sale Letter Agreement"), a copy of which is attached hereto.

It was originally anticipated that Western \Sas and
Niagara would execute a formal gas sale contract that would

incorporate the terms and conditions of the Gas Sale Letter
Agreement and that Niagara and St. Lawrence would negotiate and




s I1|' N D B B B s Illi"'ll I N B E B s Il‘l’lll L

4

execute a formal gas resale contract for the corresponding resale
by Niagara to St. Lawrence of the gas purchased by Niagara from
Western Gas. After further consideration and discussion, Niagara
and St. Lawrence have decided that a gas resale arrangement in
addition to the gas sale arrangement, with Niagara acting as an
intermediary, would involve an unnecessary degree of contractual
and administrative complexity.

As a result, Niagara and St. Lawrence have agreed that
St. Lawrence should purchase its system gas requirements directly
from Western Gas and thus that St. Lawrence (and not Niagara)
should be a party (as buyer) to the formal gas sale contract with
Western Gas. To this end, Niagara proposes to assign the Gas Sale
Letter Agreement to St. Lawrence, with the consent of Western Gas.
Niagara would act only as the transporter of that gas for St.
Lawrence from the point of connection between the TransCanada and
Niagara pipelines and the point of connection between the Niagara
and St. Lawrence pipelines.

Based on the foregoing, Niagara, St. Lawrence and Western
Gas agree as follows:

1. Niagara assigns to St. Lawrence, and St. Lawrence accepts from
Niagara, the rights and obligations of Niagara under the Gas
Sale Letter Agreement.

2. St. Lawrence shall assume and perform the obligations of
Niagara contained in the Gas Sale Letter Agreement to the same
extent as St. Lawrence would be obligated so to do were St.
Lawrence a party (as buyer) to the Gas Sale Letter Agreement.

3. The assignment of the Gas Sale Letter Agreement provided
herein shall be effective from the date hereof, and shall
continue until such time as Western Gas and St. Lawrence have
negotiated and executed a formal gas sale contract as
described in paragraph 4.

4. Western Gas and St. Lawrence agree to negotiate and execute,
prior to 1 November 1992, a formal gas sale contract that
incorporates all of the terms and conditions of the Gas Sale
Letter Agreement and such other terms as are reasonable or
usual in similar agreements for long term gas supply.

5. Western Gas consents to the assignment of the Gas Sale Letter
Agreement provided herein and releases Niagara from its
obligations under the Gas Sale Letter Agreement. Western Gas
shall treat St. Lawrence as if St. Lawrence were a party (as
buyer) to the Gas Sale Letter Agreement.

" If the foregoing properly summarizes the terms of the
agreement among St. Lawrence, Niagara and Western Gas regarding the
assignment by Niagara to St. Lawrence of Niagara’s rights and




obligations under the Gas Sale Letter Agreement between Western Gas
and Niagara, please execute all of the enclosed copies of this
letter agreement and return one fully executed copy to Niagara.

gl s g,

REPE e,

EWFHUT ’ PN PPROVED

1S;ﬁ\ W.A.-<Smith

Yours very truly,

NIAGARA GAS TRANSMISSION LIMITED

TN T \
Per: Z ) l ZZA/LJ“_#J‘
R.G. Riedl

Vice President

Accepted and agreed to thisls%t‘day
of August, 1992.

ST. LAWRENCE GAS ,COMPANY, INC.

F.D. Rewbotham -
President and General Manager

Accepted and agreed to this [57 day

of ggaﬂis, 1992.

WESTERN GAS MARKETING LIMITED

per: Z::;Z;:::::;;::::>‘:::::}\

—r

\ Director, LDC Marketing

~
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December 3, 1991

Niagara Gas Transmission Limited
500 Consumers Road

Willowdale, Ontario

M1K SE3

Attention: Mr. R.G. Riedl
Vice Presgident

Dear Sirs:

Re: Long Term Gas Sales by Western Gas
Marketing Limited ("Western Gas")
to Niagara Gas Transmission Limited
("Niagara") for resale to
St. Lawrence Gas Company, Inc.

Western Gas and Niagara have recently completed
negotiating the material business terms of a new 10 year gas sales
agreement pursuant to which it is intended that Western Gas will
supply to Niagara, on a firm basis, and Niagara will purchase from
Western Gas, sufficient gas to satisfy the currently anticipated
system gas requirements of its resale customer, St. Lawrence. The
term "system gas" means gas purchased by St. Lawrence, other than
gas purchased from its customers as peaking service or from its
customers or Niagara in connection with Direct- Purchase
Arrangements (as defined in Paragraph 1(c)), for resale to
customers who consume or use the gas in St. lawrence's existing
market area. The term "existing market area” means the
northernmost 10 towns in St. Lawrence County, New York for which
St. Lawrence holds franchises to distribute natural gas. The new
agreement will commence on the expiry of the gas supply
arrangements presently in effect pursuant to the gas sales contract
dated as of October 15, 1986, as amended, between TransCanada
PipelLines Limited ("TransCanada") and Niagara (the "™1986
Agreement").

"Western Gas understands that, commencing on November 1,
1992, Niagara intends to purchase storage service and related
transportation service as a means of managing the variations in St.
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Lawrence's seasonal requirements. In this regard, Niagara intends
to make arrangements for the following services (collectively, the
vgtorage and Transportation Services"):

(a) storage service with 24 000 10°m® (0.85 Bcf) of storage
capacity from Union Gas Limited ("Union"), but if such
service is not available on November 1, 1992, equivalent
storage service directly or indirectly from Tecumseh Gas
Storage Limited on an interim basis (the "Storage
Service"); and

(b) firm transportation (M12) service of 283 10°m® (.0 MMcf)
per day on Union's transmission system from Dawn to the
Parkway Belt-Union and/or the Kirkwall delivery point(s)
on TransCanada's system (the "M12 Service”); and

(c) Storage Transportation Service (STS) of 283 10%° (10
MMcf) per day on TransCanada's system from the Parkway
Belt-Union and/or the Kirkwall delivery point(s) to the
Cornwall delivery point (the "STS Service"), which is the
inlet of Niagara's pipeline that transports gas to st.
Lawrence's distribution system (the "Cornwall Pipel ine").

[

In connection with the Storage Service, Western Gas
understands that Niagara has made a request to Union for 31 160
103m® (1.1 Bef) of storage capacity, that Niagara's request has been
placed in Union's long term storage queue, and that Niagara now
intends to advise Union to reduce the requested storage capacity to
24 000 10°n’ (0.85 Bcf). In connection with the M12 Service,
Western Gas understands that Niagara has entered into a contract
with Union that is conditional on Union installing additional
facilities. Finally, in connection with the STS Service, Western
Gas and Niagara have had discussions with TransCanada. All such
actions have been taken with a view to Niagara obtaining the
Storage and Transportation Services by November 1, 1992.

Western Gas and Niagara understand that there are three
cogeneration projects in St. Lawrence's existing market area that
will affect Niagara's annual purchase requirement from Western Gas
for resale to St. Lawrence as system gas, as follows:

(a) Megan-Racine Associates, Inc. ("Megan-Racine") is
developing and will operate the "Kraft Cogeneration
Project® in canton. Western Gas is the supplier to

Megan-Racine. This project has been constructed and is
currently scheduled to commence commercial operation 1in
January, 1992; and

(b) Power City Partners, L.P. ("Power City") is developing
and will operate the "ALCOA Cogeneration Project” 1n
Massena. This project is now under construction and 1s

L ..|I'l..l A B N O e "'ll - Il B EE EE e
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currently scheduled tc commence commercial operation in
August, 1992; and

(c) AG-Energy, Inc. ("AG") is developing and will operate the
"psychiatric Centre Cogeneration Project" in Ogdensburg.
This project is currently scheduled to commence
commercial operation in June, 1993.

Western Gas and Niagara understand that St, Lawrence's
annual reguirement for system gas in 1990 was approximately 235
10%m® (8.3 Bcf). They further understand that Megan-Racine, Power
city, and AG will displace sales of system gas by St. Lawrence to
their respective steam hosts, thereby reducing St. Lawrence's
annual requirement for system gas in its existing market area.
Megan-Racine will displace approximately 5.7 10%® (0.2 Bcf)
annually commencing in 1991, Power City will displace approximately
19.8 10°m® (0.7 Bcf) annually commencing in 1992, and AG will
displace approximately 11.3 10%3 (0.4 Bcf) annually commencing in
1993, for a total annual displacement of approximately 36.8 10%m?
(1.3 Bctf). Western Gas and Niagara also understand that St.
Lawrence has entered into or will enter into peaking service
arrangements with Megan-Racine, Power city, and AG that will
further displace approximately 14.2 10°%n° (0.5 Bef) annually.

In the light of the displacements resulting from the
three cogeneration projects and St. Lawrence's peaking service
arrangements with them, St. Lawrence's annual requirement for
system gas in its existing market area will be approximately 199.3
10%m® (7 Bcf) for the initial period (as defined in Paragraph 1(a))
and approximately 184 10%m’ (6.5 Bcf) for the subsequent period (as
defined in Paragraph 1(b)), in each case subject to reduction as
herein provided. Consequently, with the Storage and Transportation
Services, Niagara will be able to supply St. Lawrence's annual
requirement for system gas in its existing market area, using gas
purchased from Western Gas, by changing its maximum daily
requirement from 1 135 10w’ (40 MMcf) (the level in the 1986
Agreement) toc 567 10°w® (20 MMcf) for the initial period and to 538
10%m’ (19 MMcf) for the subsequent period, in each case subject to
reduction as herein provided. At the same time, Niagara will be
able to substantially increase its annual load factor under the new
supply agreement with Western Gas, compared to the 1986 Agreement,
with the consequential benefits to both Western Gas and Niagara.
In 1990, Niagara's annual purchase load factor was 56.7 percent.
In 1992, Niagara anticipates that its annual purchase load factor
will be 95.7 percent, and in 1993, 93.7 percent.

Based on the foregoing, Western Gas and Niagara have
agreed to enter a new supply agreepent on the terms, and subject to
the conditions, summarized below:
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Co ct Vv e
Initial DCV

on each day during the initial period of the Term (as
defined in Paragraph 2), Niagara may nominate and
purchase, and if so nominated Western Gas will sell and
deliver, on a firm basis, up to 567.0 10°w’ (20 MMcf) of
gas (the "Daily Contract Volume" or "DCV" applicable to
such initial peried, subject to reduction in accordance
with Paragraphs 1(¢) and 8(c)). The term "initial
period" means the period beginning on the Commencement
Date (as herein defined) and ending on the later of
October 31, 1993 or the first day on which St. Lawrence
provides transportation service to AG for its
"psychiatric Centre Cogeneration Project”. :

ubse nt D

On each day during the subsequent periecd of the Term,
Niagara may nominate and purchase, and if so nominated
Western Gas will sell and deliver, on a firm basis, up to
538.0 10°m® (19 MMcf) of gas (the "Daily Contract Volume®
or "DCV" applicable to such subsequent periocd, subject to
reduction in accordance with Paragraphs 1(c) and 8(c)).
The term "subsequent period" means the period beginning
at the end of the initial pericd and ending on the last

day of the Term.
e e ti

Niagara shall have the right to reduce the applicable DCV
in order to offset the displacement of St. Lawrence's
sales of system gas in its existing market area resulting
from any Direct Purchase Arrangement, as provided in this
Paragraph 1(c). The term "pDirect Purchase Arrangement"
means a contract or arrangement (excluding any amendment
or renewal) between a customer of St. Lawrence and a
supplier of gas other than St. Lawrence or Niagara (or an
affiliate of either of them) under which the customer
purchases gas (i) for its own consumption or use in St.
Lawrence's existing market area or (ii) for resale to St.
Lawrence or Niagara pursuant to a "buy-sell" contract or
arrangement between them under which St. Lawrence OTr
Niagara purchases gas from the customer with the
intention of selling an equivalent volume (on an annual
basis), in the case of St. Lawrence, to the customer, and
in the case of Niagara, to St. Lawrence for resale by St.
Lavrence to the customer, in either case for the

. customer's own consumption or use in St. Lawrence's

existing market area, and as a result of which St.
Lawrence's sales of system gJgas to the customer are
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displaced. The term nExempt Direct Purchase Arrangement"
means a Direct Purchase Arrangement in which the supplier
of gas is Western Gas or TransCanada (or an affiliate of
either of them).

Whenever a customer of St. Lawrence enters into a Direct
Purchase Arrangement, Niagara may give Western Gas a
notice to that effect (a "Displacement Notice"}. Each
Displacement Notice shall specify the daily volume
involved in the Direct Purchase Arrangement, the portiocn
of such daily volume that Niagara elects to classify as
the displacement volume, the Western Gas market share
(being a fraction with a numerator equal to the
applicable DCV and a denominator equal to the sum of the
applicable DCV and the aggregate daily contract volume
under the Additional Long Term supply Contracts), the DCV
reduction volume (being the product obtained Dby
multiplying the displacement volume by the Western Gas
market share unless the displacement volume pertains to
an Exempt Direct Purchase Arrangement, in which case the
DCV reduction volume will be equal to the displacement
volume), and the anticipated date of first delivery under
the Direct Purchase Arrangement. If the actual date of
first delivery is likely to vary from the anticipated
date specified in the Displacement Notice, Niagara will
give Western Gas as much prior notice thereof as may be
possible under the circumstances.

Effective as of and from the actual date of first
delivery under the Direct Purchase Arrangement, the
applicable DCV will be permanently reduced by the amount
of the DCV reduction volume specified in the Displacement
Notice, together with a corresponding reduction in all
associated delivery and payment obligations of the
parties hereunder (the v"Displacement Reduction®}. Each
Displacement Notice will contain reasonable particulars
of the Direct Purchase Arrangement. Western Gas shall
have the periodic right to audit the books and records of
St. Lawrence and Niagara in order to verify the
information contained in any Displacement Notice; the
auditor must be independent of Western Gas and its
affiliates.

Western Gas will permanently assign to Niagara a portion
of its service entitlement under the TransCanada FS
contract (as defined in paragraph 4) corresponding to the
Displacement Reduction contemplated by each Jisplacement
Notice (a "“Partial Assignment”). Niagara will use a
Partial Assignment to ship gas in connection with the
Direct Purchase Arrangement to which the Displacement
Notice applies for the term of thae Direct Purchase-
Arrangement (including renewals or extensions) and
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thereafter as Niagara sees fit. A Partial Assignment
will become effective on the same date as the
corresponding Displacement Reduction. From and after

such effective date, Niagara will be entitled to all
rights (including renewal rights) and will be responsible
for all obligations in connection with the Partial
Assignments, in accordance with appropriate assignment
and assumption documentation. In connectien with any
such Partial Assignment, the parties will use all
reasonable efforts to obtain from TransCanada an
unconditional release for Western Gas from any future
obligations pertaining thereto.

encement

The gas supply arrangements contemplated by this letter
agreement will be effective for a term of 10 contract years
(the "Term") commencing on November 1, 1992 (the "Commencement

Date"™). The term "“contract year" neans a period of 12
consecutive calendar months commencing on a November 1lst.
Points of Delivery

(a) Cornwall

(b)

Subject to Paragraph 3(b), Western Gas will deliver the
gas nominated by Niagara on any day during the Term (the
"Scheduled Daily Deliveries") to Niagara at the Cornwall
delivery point on TransCanada's system. This will be the
primary delivery point under the TransCanada FS Contract.

Iroquoijs

Western Gas understands that, before or during the Term,
St. Lawrence may seek to have its distribution system in
its existing market area connected with the pipeline of
Iroquois Gas Transmission System, L.P. ("Iroquois™) and
to arrange for transportation service with Iroquois.
Thereafter Niagara may wish to receive all or part of the
Scheduled Daily Deliveries at the Iroquois delivery point
on TransCanada's system, where TransCanada's facilities
connect with Iroquois's facilities, for resale and export
to St. Lawrence at or near that delivery point.

In the light of these proposed arrangements, Western Gas
will use its reasonable efforts to add the Iroquois
delivery point to the TransCanada FS Contract as a
secondary delivery point, and Niagara will use its
reasonable efforts to obtain the necessary regulatory
approvals for Niagara to export, and for St. Lawrence to
import, the gas delivered by Western Gas to Niagara, and
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by Niagara to St. Lawrence, at or near the Iroquois
delivery point.

1f and when Niagara is able to nominate all or part of
the Scheduled Daily Deliveries at the Iroquois delivery
point, Niagara's nominations shall specify the portion
thereof to be delivered by Western Gas at the Cornwall
and/or the Iroquois delivery point(s). Western Gas will
make such deliveries in accordance with Niagara's
nominations as to delivery point.

Western Gas will renew or otherwise extend for the full
Term the firm service contract with TransCanada that it
now uses to ship gas for sale and delivery to TransCanada
for resale to Niagara under the 1986 Agreement (such
contract, as renewed or otherwise extended, being the
wrransCanada FS Contract"), with a maximum daily volume
(the "Contract Demand") that corresponds to the
applicable Daily Contract Volume. Western Gas will
maintain the TransCanada FS Contract at a Contract Demand
sufficient to deliver the applicable Daily cContract
Volume to the Cornwall and/or the Iroquois delivery
peint(s) for the full Term, and to the extent reguired
under the circumstances, to enable Niagara to deliver the
aggregate daily volune specified in the Partial
Assignments. In this regard, Niagara will cooperate and
provide TransCanada, in a timely manner, with such
information as may reasonably be required by TransCanada
in accordance with its wusual contract renewal oOr
extension procedures.

sC ire

Western Gas will supply the fuel gas required Dby
TransCanada to transport gas under the TransCanada FS
Contract as it may be effectively modified by the Partial
Assignments (the "TransCanada Fuel Requirement") during
each contract year in respect of which the parties reach
agreement on the price applicable to fuel gas for the
contract year. In this regard, on or before the July 1lst
preceding each contract Yyear, Niagara and Western Gas
will negotiate in good faith in order to reach agreement
on the applicable price (in dollars per GJ) for the
contract year. If the parties have not reached agreement
on the applicable price by the September 1lst preceding
any contract year, then Western Gas will not be obligated
to supply the TransCanada Fuel Requirement for the
contract year, and Niagara will be obligated to purchase



(a)

(D)

(a)
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the TransCanada Fuel Requirement for the contract year
from ancther supplier and to make it available to Western
Gas as shipper under the TransCanada FS Contract during
the contract year. In such event, and if on any day the
fuel gas made available by or for Niagara is less than
the Transcanada Fuel Requirement for the day, then
Western Gas will be entitled to make up the fuel
deficiency out of the gas that Western Gas would
otherwise have been obligated to deliver to Niagara, and
the volume that Niagara would otherwise be entitled to
receive from Western Gas will be reduced accordingly.

. pilities PEj ¢ o

Prior to the Commencement Date:

Niagara will enter into such contractual arrangements as
are necessary in order to make the Storage and
Transportation Services available to Niagara by the
commencement Date. In connection therewith, if requested
by Niagara on a timely basis, Western Gas will use its
reasonable efforts to assist Niagara in obtaining a
contract with TransCanada for the STS Service that is not
conditional on TransCanada installing additional
facilities. In this regard, if necessary, Western Gas
will offer to permanently reduce the current Contract
‘Demand under the TransCanada FS Contract applicable to
service between the Parkway Belt-Union and/or the
Kirkwall delivery point(s) and the Cornwall delivery
point on TransCanada's system, to a volume not less than
the applicable Daily Contract Volume, in order to make
capacity available for the STS Service.

Niagara will use its reasonable efforts and will act
diligently to obtain (and cause St. Lawrence to obtain)
any new, revised or extended authorizations of Canadian
and U.S. governmental or other regulatory authorizations
as may be necessary to implement the gas service
described in this letter agreement, including but not
limited to all necessary export and import
authorizations. Western Gas will co-operate with Niagara
and St. Lawrence in obtaining such authorizations, in
particular by providing all requisite information on its

gas supply.

6. PRrice

The price to be paid by Niagara for the gas service
described in this letter agreement will be based on a
two-part demand/commodity structure. For each month of
the Term, Niagara will pay a total price equal to the sum
of the Monthly Demand Charge, plus the Monthly Commodity
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Charge, plus the Monthly Fuel Charge for such month, as
such amounts are defined and determined in accordance
with Paragraph 6(b), and subject to adjustment as
required in accordance with Paragraphs 6(c) and 6(d).
All billings and payments will be in Canadian currency.

(i) The term "Monthly Demand Charge" means, for any
month, an amount equal to the product obtained by
multiplying:

(A) the quotient cbtained by dividing (x) the sum
of the applicable Daily Contract Volumes (in
10°p’) in effect during the month by (y) the
number of days in the month; by

(B) the sum of TransCanada's monthly demand toll
(in dollars per 10°m®) in effect for the month
for firm service from the Empress receipt
peint to the Cornwall delivery point
(including any delivery pressure toll), plus
NOVA's monthly demand toll (in dollars per
10°m’) in effect for the month; and "NOVA's
monthly demand toll" in effect for any month
means the quotient obtained by dividing

(x) the total dollar amount of NOVA's
invoiced demand charges, including any
pilling adjustments, that is payable by
Western Gas (either directly to NOVA or
to reimburse TransCanada or any third
party to whom Western Gas is liable in
this regard) for all firm transportation
service that was committed or available
to Western Gas during the immediately
preceding month; by

(y) the maximum dajily delivery capacity on
NOVA's system that was committed or
available to Western Gas during the
immediately preceding month.

(ii) The term "Monthly Commodity Charge" means, for any
month, an amount equal to the product obtained by
multiplying (w) the total volume (in 10°m’) of gas
delivered to Niagara at the Cornwall delivery point
during the month by (X) the sum of:

(A) the remainder (in dollars per 10%m’) obtained
by subtracting (Y) the product obtained by
multiplying NOVA'S monthly demand toll in
effect for the month by the fraction 12/365
from (z) the Gas Price (in dollars per 10°m?)
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in effect for the month; and the "Gas Price"
in effect for any month shall be egual to the
consumers Gas Average Price (as defined 1in
tnhis Paragraph 6(b)) for the month, converted
to dollars per 10°m using TransCanada's
combined stream average dJross heating value
for the month, plus

(B) TransCanada's commodity toll (in dollars per
10°m’) in effect for the month for firm service
from the Empress receipt point to the Cornwall
delivery point.

The term "Monthly Fuel Ccharge" means, for any month
in a contract Yyear in which Western Gas 1is
supplying the TransCcanada Fuel Requirement, an
amount equal to the product obtained by multiplying
(x) the volume (in 10°m’) of the TransCanada Fuel
Requirement for the month by (y) the Fuel Price (in
dollars per 10°m’) in effect for the month; and the
n"Fuel Price" in effect for any month shall be equal
to the agreed-con price applicable to fuel gas for
the month pursuant to Paragraph 4 (b), converted to
dollars per 105n® using TransCanada's combined
stream average gross heating value for the month.

In connection with the term "Gas Price® as used in
Paragraphs 6{(b) (ii) and 7(c), the following terms shall
have the following meanings:

nconsumers Gas" means The Consumers' Gas Company
Led.:

"consumers Gas Long Term Contracts" means all of
the Consumers Gas arm's length contracts for firm
purchases of Western Canadian gas for resale to its
csales service customers in ontario and to Gazifere
Inc. (exclusive of any direct purchase arrangement
invelving customers of Consumers Gas or Gazifere
Inc. similar to the Direct Purchase Arrangements
hereunder) having an initjal primary term
(exclusive of renewals or extensions) of 10 or more
years.

"Consumers Gas Average price" means, for any month,
the weighted average price (in dollars per GJ) that
is derived from the prices to be paid by Consumers
Gas for gas purchased under all of the Consumers
Gas long Term Contracts during the month, on the
assumption that each such contract will operate at
100 percent load factor during the month and with
such prices being weighted proportionately in
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accordance with the firm daily contract volume
available to Consumers Gas under each such contract
on each day of the month. Such prices shall
include both demand and commodity components.

Prior te the commencement of each contract Yyear,
Niagara will provide (or cause Consumers Gas to
provide) Western Gas with a written statement
showing the Consumers Gas Average Price for each
month of the contract Yyear. If there 1is any
subsequent change in the price and/or the firm
daily contract volume under any Consumers Gas Long
Term Contract that would result in an adjustment of
the Consumers Gas Average Price if such price were
to be derived immediately after such change is
effective, Niagara will so notify Western Gas (a
“pricing change notice"}. The Consumers Gas
Average Price will then be prospectively adjusted
ro reflect such change from and after the effective

date of such change.

The Consumers Gas Average Price will not Dbe
retroactively adjusted as a result of any change in
the price being paid under any Consumers Gas Long
Term Contract (including but not limited to any
change resulting from renegotiation, arbitration or
regulatory proceedings) after any bill for gas sold
has been rendered by Western Gas to Niagara, except
in the following specific circumstances:

(A) I, as of the beginning of any contract year,
the pricing provisions of any Consumers Gas
Long Term Contract for the contract year are
subject to an ongoing arbitration proceeding,
then the price to be paid thereunder by
consumers Gas pending an arbitration decision
will continue to be used for the purpose of
determining the Consumers Gas Average Price
until the arbitrated price change becomes
effective. The Consumers Gas Average Price
will be adjusted to reflect the cutcome of the
arbitration prospectively only, unless the
terms of such Consumers Gas Long Term Contract
require retroactive adjustment between
consumers Gas and the supplier, in which case
the Consumers Gas Average Price will be deemed
to have been amended as of the same date and
appropriate retroactive adjustments will be
made promptly between Niagara and Western Gas.

(B) 1f any of the information provided by Niagara
or Consumers Gas with respect to the
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determination of the Consumers Gas Average
Price is errcneous, or if a pricing change
notice is not provided by Niagara in a timely
fashion, and if such erroneous informatien or
untimely notice results in an erroneous
Consumers Gas Average Price being used for
billing purposes in any month or months, then
appropriate adjustments (including payment of
interest on any unpaid or overpaid amounts at
the prime rate anncunced from time to time by
the Canadian Imperial Bank of Commerce, plus
one percent) will be made promptly by the
parties.

Niagara will cause Consumers Gas to give Western
Gas the periodic right to audit the books and
records of Consumers Gas in order to verify the
basis for and the calculation of the Consumers Gas
Average Price; the auditor must be independent of
Western Gas and its affiliates.

If Western Gas delivers gas to Niagara at the Iroquois
delivery point in any month pursuant to Paragraph 3(b),
the total price payable by Niagara for the month pursuant
to Paragraph 6(a) will be adjusted by an amount equal to
any increase or decrease, as the case may be, in the
transportation tolls (including but not limited to any
delivery pressure toll) that Western Gas becomes
obligated to pay to TransCanada as a result of delivering
gas to Niagara at the Iroquois delivery point instead of
or as well as at the Cornwall delivery point.
\AJIST'E.Q.N? QA‘L

1f MNiagarsa- diverts gas for Niagara to delivery points
other than the Cornwall and/or the Kirkwall delivery
point(s) in any month pursuant to Paragraph 8(b}, the
total price payable by Niagara for the month pursuant to
Paragraph 6(a) will be adjusted by an amount equal to any
increase or decrease, as the case may be, in the
transportation tolls (including but not limited to any
delivery pressure toll) that Western Gas beconmes
obligated to pay to TransCanada as a result of diverting
gas for Niagara to such other delivery points.

For greater certainty (and in contrast to the 1986
Agreement), the parties confirm that, as between then,
Niagara will be responsible for all costs associated with
the transportation of the gas purchased hereunder
downstream of the Cornwall and/or the Iroquois delivery
point(s). In particular, there will be no deduction in
respect of Niagara's cost of service for the Cornwall
Pipeline from the price otherwise payable to Western Gas
for gas purchased in accordance with the terms hereof.
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a

on any day during the Term for which Niagara nonminates
the full Daily Contract Volume, Niagara may also request
that Western Gas deliver volumes of gas in excess of the
applicable Daily Contract Volume, up to the maximum
volumes set out in Paragraph 7(b) ("Overrun Gas"). Such
Ooverrun Gas shall be delivered to Niagara at the Empress
receipt point on TransCanada's system.

If so requested on any day during the Term, Western Gas
shall deliver:

(i) up to five percent of the DCV for such day as
Overrun Gas on a firm basis; and

(ii) up to an additional 20 percent of the DCV for such

day as Overrun Gas on an interruptible basis,
subject to Western Gas (using its reasonable
efforts) obtaining the necessary gas supply and
transportation service on the NOVA system.

The price (in dollars per 10%m’) for Overrun Gas
delivered during any month shall be equal to the Gas
Price in effect for the month.

8. annual Requirement for Svstem Gas

(a)

)-1----

u irements a e

The parties intend that the gas service contemplated
hereby will be a full requirements arrangement for St.
Lawrence's annual requirement for system gas in its
existing market area, until such time as St. lLawrence's
annual requirement for a contract year exceeds or is
reasonably anticipated to exceed the Annual Contract
Volume for the contract year (such excess portion of St.
Lawrence's annual requirement being the nadditional
annual requirement®"). At that time, the gas service
contemplated hereby will cease to be a full requirements
arrangement. The term "aAnnual Contract Volume" means,
for any contract year, the sum of the applicable Daily
contract Volumes in effect during the contract year.

If and when the gas service contemplated hereby ceases to
be a full requirements arrangement, Niagara or St.
Lawrence will be entitled to enter into contracts or
arrangements with suppliers of gas other than Western Gas
or TransCanada (or their affiliates) in order to meet St.
Lawrence's additional annual requirement for system gas
in its existing market area (the "Additional Supply
Contracts"). In the event that Niagara or St. Lawrence
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does so, each Additional Supply Contract will be assigned
to one of the following categories for the purpcses cof
the gas service contemplated by this letter agreement:

(i) contracts or arrangements that provide gas supply

. on a firm basis and that have an initial primary

term of less than one year, or that provide gas

supply on a reasonable efforts basis regardless of

the length of the initial primary term ("Short Term
Supply Contracts"):

(ii) contracts or arrangements that provide gas supply
on a firm basis and that have an initial primary
term of one year or more but less than 10 years
("Medium Term Supply Contracts"); and

(iii) contracts or arrangements that provide gas supply
on a firm basis and that have an initial primary
term of 10 or more years ("Additional Long Term
Supply Contracts”).

Niagara will endeavour toc purchase the Annual Contract
Volume from Western Gas in each contract year, having
regard to St. Lawrence's annual requirement for system
gas in its existing market area for the contract year
and, if and when the gas service contemplated hereby
ceases to be a full requirements arrangement, having
regard also to the obligation (if any) of Niagara or St.
Lawrence to do likewise under any Additional Supply
Contract that permits Niagara or St. Lawrence to prorate
daily deliveries thereunder in the manner contemplated by
Paragraph 8(b). Subject to any such obligation, Niagara
or St. Lawrence will not purchase gas under any
Additional Supply Contract if Niagara or St. Lawrence
knows or (acting reasonably) ought to know that such
action would likely result in Niagara purchasing from
Western Gas, in any contract year, a volume of gas that
is less than the Annual Contract Volume.

Annual Shortfall

Western Gas acknowledges that, in any contract year, St.
Lawrence's annual requirement for system gas in its
existing market area could be less than the annual supply
available to St. Lawrence for the contract year, due to
circumstances beyond St. Lawrence's control (such as
warmer-than-normal weather and/or unfavourable economic
conditions). Accordingly, if and when Niagara reasonably
anticipates that St. Lawrence's annual requirement for
system gas in its existing market area for a contract

. year will be less than the sum of the projected Annual

Contract Volume for the contract year and the projected
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aggregate annual contract volunme under the Medium Term
Supply Contracts and the Additional Long Term Supply
Contracts combined for the contract year, Niagara will
promptly give Western Gas a notice to that effect (a
"Shortfall Notice"), specifying the projected annual
shortfall, and will take {(or cause St. Lawrence to take)
the following steps in order to mitigate and fairly
distribute the impact of the projected annual shortfall
on Western Gas and the other supplier(s) of gas to

Niagara or St. lLawrence:

(i) ecurtail or terminate daily deliveries of gas under
the Short Term Supply Contracts, as required to
eliminate the projected annual shortfall:; and

(ii) if the first step is not enough to eliminate the
projected annual shortfall, prorate daily
deliveries between the gas service contemplated
hereunder and the gas service provided under all
Medium Term Supply Contracts and all Additional
Long Term Supply Contracts, so© that the Western Gas
share of the actual annual shortfall will not
exceed a fraction with a numerator equal to the
Annual Contract Volume and a denominator equal to
the sum of the Annual Contract Volume and the
aggregate annual contract volume under such other
contracts.

In order to mitigate the impact of the projected annual
shortfall on Niagara and St. Lawrence, Western Gas will
co-operate and work together with Niagara in order to
assist Niagara in reselling, to secondary markets, any
gas purchased by Niagara from Western Gas that Niagara is
unable to resell to St. Lawrence, to the following

extent:

(iii) Western Gas will divert the gas that Niagara has
agreed to resell for use by The Consumers' Gas
Company Ltd. or its affiliates, according to
Niagara's direction as to the delivery point(s) on
TransCanada's system, subject to the availability
of capacity in regard to the delivery point(s):; and

(iv) Western Gas may divert, in its sole discretion, the
gas that Niagara wishes to resell to any other
buyer, according to Niagara's direction as to the
delivery point(s) on TransCanada's system, subject
to the availability of capacity in regard to the
delivery point(s).

Each Shortfall Notice shall contain reasonable
particulars of the cause(s) of the projected annual
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shortfall. Niagara will give Western Gas a revised
Shortfall Notice whenever there is a material change in
the level of the projected annual shortfall. Western Gas
shall have the periodic right te audit the books and
records of Niagara and St. Lawrence in order to verify
the information contained in any Shortfall Notice, and to
confirm that Niagara or St. Lawrence took the foregoing
steps in order to mitigate and fairly distribute the
impact of the annual shortfall; the auditor must be
independent of Western Gas and its affiliates.

Market Loss Reductions

Niagara shall have the right to reduce the applicable DCV
in order to offset the reduction in St. Lawrence's annual
requirement for system gas resulting from any permanent
or long term decline in market demand in St. Lawrence's
existing market area after the commencement of the Term,
as provided in this Paragraph 8(c).

Whenever such a decline in market demand occurs or is
reasonably anticipated to occur, Niagara may give Western
Gas a notice to that effect (a "Market Loss Notice").
Each Market Loss Notice shall specify the annual lost
volume attributable teo the decline in market demand, the
corresponding daily 1lost volume (being the quotient
obtained by dividing the specified annual lost volume by
365 days), the Western Gas market share (being a fraction
with a numerator equal to the applicable DCV and a
dencminator equal to the sum of the applicable DCV and
the aggregate daily contract volume under the Medium Term
Supply Contracts and the Additicnal Long Term Supply
Contracts combined), and the DCV reduction volume (being
the product obtained by multiplying the daily lost volume
by the Western Gas market share).

Effective as of and from the first day of the contract
year that commences at least four months after the giving
of a Market Loss Notice, the applicable DCV shall be
permanently reduced by the amount of the DCV reduction
volume specified in the Market Loss Notice, together with
a corresponding reduction in all associated delivery and
payment obligations of the parties under the new supply
arrangement (the "Market Loss Reduction™”). In the
meantime, Niagara will curtail or <terminate daily
deliveries of gas under the Short Term Supply Contracts,
as required to offset the decline in market demand on a
short term basis.

Each Market Loss Notice will contain reasonable
particulars of the decline in St. Lawrence's _market
demand, Western Gas shall have the pericdic right to
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audit the books and records of St. Lawrence and Niagara
in order to verify the information contained in any
Market Loss Notice; the auditor must be independent of
Western Gas and its affiliates.

In connection with any Market Loss Reduction, Western Gas
may, at its option, elect to retain and utilize for its
own purposes and at its own expense the portion of its
service entitlement under the TransCanada FS Contract
that, as a result of the Market Loss Reduction, Western
Gas would no longer require to ship gas for sale and
delivery to Niagara (the "Excess Capacity").
Alternatively, Western Gas may elect to assign the Excess
Capacity to Niagara as of and from the effective date of
the Market Loss Reduction. Any such assignment will
include any renewal rights associated with the Excess
Capacity and will be made on the same terms (including
the assumption by Niagara of all toll payment
obligations) as the Partial Assignments contemplated by
Paragraph 1(c). Western Gas will notify Niagara of its
election with respect to the Excess Capacity within two
months of Niagara's Market Loss Notice.

The parties acknowledge that any Market Loss Reduction
and/or assignment of Excess Capacity will be permanent
and, unless expressly otherwise agreed, Niagara will not
be entitled to have all or any part of any Market Loss
Reduction reinstated.

9. Renegotijatjon and Arbitration

(a) No more than 120 days and no less than 60 days prior to
the commencement of each contract year (except the first
contract year), either party may give written notice to
the other ("the Renegotiation Notice") requiring the
renegotiation of the Gas Price component of the Monthly
Commodity Charge that will be applicable during the
contract year. For greater certainty, the two-part
demand/commodity pricing structure and the components of
that structure other than the Gas Price component
described in Paragraph 6(b) (ii) will not be subject to
renegotiation or arbitration.

If a Reneqgotiation Notice is given, the parties will act
in good faith to attempt to negotiate a new Gas Price
component, taking into account the arbitration criteria
referred to in Paragraph 9(b).

(b) If any such renegotiation doces not result in a written
agreement between the parties within 60 days of the
delivery of the Renegotiation Notice, or if it does but
Western Gas does not obtain an unconditional finding of
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producer support from the Alberta Petroleum Marketing
Commission under the Natural Gas Marketing Act (Alberta)
within 30 days of the written agreement, then either
party may give written notice initiating arbitration of
the matter. Any such arbitration will be initiated and
conducted substantially in accordance with the provisions
of Article XV of the Gas Sales Contract made as of
December 30, 1988 between Western Gas and Consumers Gas
(the "Western Gas/Consumers Gas Contract"”) and the
arbitration criteria identified in Exhibit "A" to this
letter agreement.

(c) The purpose of any renegotiation or arbitration of the
Gas Price component of the Monthly Commodity Charge will
be to determine a Gas Price that, in the circumstances
then prevailing, is fair to both parties, taking into
consideration each of the arbitration criteria identified
in Exhibit "A" to this letter agreement.

(d) Any modification of the Gas Price component of the
Monthly Commodity Charge resulting from either
renegotiation or an arbitration decision will becone
effective substantially as provided in Section 5.5 of the
Western Gas/Consumers Gas Contract.

Gas Supply Obligations

The gas to be supplied by Western Gas to Niagara will be

delivered from the aggregate supply of gas (the "Supply Pool")

producible from reserves that are or will be under contract

(directly or indirectly) to TransCanada and/or its affiliates

(including Western Gas) and dedicated by various gas producers

(the "Producers™) to TransCanada and/or its affiliates

(directly or indirectly) for delivery under all of the gas

supply contracts of TransCanada and/or its affiliates. In

connection therewith, the gas supply obligations of Western

Gas and the rights and obligations of the parties in

connection with the management and operation of the Supply

Pool, and the deliveries of gas therefronm, will be

substantially similar to the terms of Article VII of the

Western Gas/Consumers Gas Contract.

Producer Approval

The obligations of the parties hereunder are conditional on
the receipt, within 30 days of the date of this letter
agreement, of a finding of producer gsupport by the Alberta
Petroleum Marketing Commission under Section 9(2) of the

(Alberta) and of such other
approvals of the Producers as may be necessary (including, but
not limited to, approvals required under contracts between
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Western Gas, TransCanada, and the Producers), all on terms
satisfactory to Western Gas, in its scle discretion.

6 ame

The parties acknowledge that the provisions of the 1986
Agreement will continue in full force and effect until the
Commencement Date, when the 1986 Agreement will expire.

Gas Sales Contract

By executing this letter agreement, Western Gas and Niagara
agree to act expeditiously, reasonably and in good faith to
attempt to negotiate and execute a detailed gas sales contract
(the "Gas Sales Contract") incorporating (and where necessary
amplifying) the foregoing terms and such other terms as are
reasonable or usual in similar agreements for long term gas

supply.
Deadlines
If:

(a) the condition with respect to the Producers approvals set
out above in Paragraph 11 is not satisfied within the
time limit provided, or

(b) all U.S. and Canadian governmental and regulatory
authorizations required to implement the arrangements
contemplated herein are not in place by November 1, 1992,

then this letter agreement (and the Gas Sales Contract, if
executed) will automatically terminate and the parties will
thereaftaer be under no further obligation hereunder.

iranscanada Warrapty

Western Gas will cause TransCanada to execute a warranty of
performance by Western Gas of the Gas Sales Contract from and
after the Commencement Date. The warranty of performance will
be substantially similar to the warranty of performance given
by TransCanada to Consumers Gas in connection with the Western
Gas/Consumers Gas Contract.
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If the foregoing properly summarizes the terms of the

-————

Sl oy o e e W = =
.

proposed new gas supply arrangements between Nlagara and Western
please execute both of the enclosed copies of this letter
agreement and return one fully executed copy to Western Gas.

Yours very truly,

WESTERN GAS MARKETING LIMITED

Per: ,;;::::2225k=:7‘::::\/

W.A. sgfith
Director, LDC Marketing

12
[9_ day of December,

Accapted this
1991.

NIAGARA GAS TRANEMISSION LIMITED

1

R.G. Riedl
Vice President

Per:




EXHIBIT A

Arbitration Criteria

The Arbitrator(s) shall base his (their) determination
upon and shall give due consideration to each of the following
matters, toc the extent that evidence is adduced by the parties in
the arbitration:

1. the prices being paid by gas purchasers in North American gas
market areas (other than St. Lawrence's existing market area)
for gas service from Alberta, British Columbia, and
Saskatchewan suppliers:;

2. the prices being paid by St. lLawrence o5r its customers for
other Canadian gas or U.S. gas that is delivered to St.
Lawrence's existing market area; and

3. the prices of substitutable energy sources that compete with
gas for various end-uses of gas in St. Lawrence's existing
market area, taking into account any differences between the
efficiencies of gas and those substitutablae energy sources;

provided that, in considering such matters, the Arbitrator(s) shall
also take into account the follewing matters, to the extent that
evidence is adduced by the parties in the arbitration:

(a) the time at which the prices were agreed to between the
respective buyers and sellers;

(b) differences in transportation costs relevant to
establishing a point of comparison at the relevant
receipt points on TransCanada's systenm:

(c) the similarities and dissimilarities between the
service(s) provided hereunder and the sale and
transportation arrangements under which other gas is
being sold for consumption or use in St. .Lawrence's
existing market area and in other North American markets
or under which substitutable energy sources are being
sold for consumption or use in St. Lawrence's existing
market area, including in particular but not limited to
the similarities and dissimilarities between the quality
of service and the security of supply provided hereunder
and provided under such other arrangements; and

(d) any other considerations in respect of which relevant
evidence is adduced by the parties.
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27 October 1992

St. Lawrence Gas Company, Inc.
56-58 Main Street
Massena, New York 13662

Attention: Mr. F.D. Rewbotham
President apd General Manager

Gentlemen:

Re: Gas Storage and Sale Arrangement

Western Gas Marketing Limited ("Western Gas") and St. Lawrence
Gas Company, Inc. {("St. Lawrence") have completed the negotiation
of the material commercial terms and conditions of a gas storage
and sale arrangement. Western Gas has arranged for its affiliate,
Western Gas Services Ltd. ("WG Services"), to assist in respect of
the storage aspect by means of its existing storage service
entitlement with Union Gas Limited ("Union"). St. Lawrence has
arranged for its affiliate, The Consumers’ Gas Company Ltd.
("Consumers Gas"), to assist in respect of the storage aspect by
means of its existing subshipper agreement with Western Gas. This
letter agreement is intended to set out those terms and conditions

and to commit the parties to finalize the documents required to
implement the arrangement.

1. Scope of Arrangement

(a) Storage: During the period ending 31 October 1992, WG
Services will store with Union, for the account of
Western Gas, a total volume of at least 24 078.6 10°m’
(0.85 Bcf) of gas. Western Gas will deliver the storage
gas to Consumers Gas at the Empress receipt point, and
Consumers Gas (as shipper) will utilize its firm
transportation service entitlements on the TransCanada
PipelLines Limited ("TransCanada") system in order to ship
the storage gas, for the account of Western Gas (as
subshipper), to the Dawn delivery point for delivery to
and storage by Union on behalf of WG Services.
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(b)

(c)

Sale: During the period starting on 1 November 1992 and
ending on 31 March 1993, St. Lawrence may nominate, and
if so nominated, Western Gas will sell and deliver to st.
Lawrence, up to 283 10°m’ (10 MMcf) per day of the storage
gas. However, the total volume of storage gas so
nominated, sold, and delivered during the period will not
exceed 24 078.6 10°m’ (0.85 Bcf).

WG Services'’s storage service entitlement with Union is
interruptible, and Western Gas’s delivery obligation to
St. Lawrence is accordingly interruptible. However,
Western Gas has arranged for a backstopping gas supply in
order to offset any interruption in the withdrawal of the
storage gas during the first three months of the period.
As a result, Western Gas will deliver St. Lawrence’s
nominations for storage gas on a firm basis during the
first three months, and for the purpose of subparagraph
1(c), any backstopping gas that is utilized for this
purpose will be deemed to be storage gas nominated by St.
Lawrence. If Western Gas is able to extend the
backstopping arrangement beyond January 1993 (and Western
Gas will use commercially reasonable efforts to do so),
Western Gas will continue to make deliveries on a firm
basis. Otherwise, deliveries during the last two months
of the period will be interruptible to the extent of any
interruption in the withdrawal of the storage gas.

The delivery point will be the Parkway Belt-Union
receipt/delivery point on TransCanada'’s system. Western
Gas will ship the storage gas from Union'’s underground
storage facilities for delivery to or for St. Lawrence at
the delivery point, utilizing an assignment of st.
Lawrence’s M12 transportation service entitlement on the
Union system. St. Lawrence will ship the storage gas to
the Cornwall delivery point on TransCanada’s system,
utilizing the Storage Transportation Service entitlement
on the TransCanada system that will be available to St.
Lawrence.

Shortfal) Volume: If St. Lawrence nominates less than 24
078.6 10’m’ (0.85 Bcf) of storage gas for delivery prior
to 1 April 1993, St. Lawrence will nevertheless be
obligated to pay Western Gas for a volume of storage gas
equal to the shortfall, which shall be calculated on the
basis of St. Lawrence’s nominations, without regard to
any interruption in the withdrawal of storage gas. For
the purpose of paragraph 2, the shortfall volume will be
deemed to have been delivered by Western Gas during March
1993, In order to mitig2te the impact of this
obligation, Western Gas will co-operate and work together
with St. Lawrence with a view to assisting St. Lawrence
in reselling, to secondary markets, any storage gas that
St. Lawrence (acting reasonably) considers will become a




shortfall volume on 1 April 1993. St. Lawrence will
reimburse Western Gas for any reasonable expenses that it
incurs in this regard.

2. Price

The price payable by St. Lawrence to Western Gas for the total
volume of storage gas delivered (or deemed to be delivered) by
Western Gas to St. Lawrence during each month will consist of the
following components:

(a) the product obtained by multiplying (i) the total monthly
volume (expressed in GJ units) by (ii) ¢dn. $1.58 per GJ;

(b) the product obtained by multiplying (i) 283 10°m’ (10
MMcf), which is the Contract Demand under St. Lawrence'’s
service entitlement on the Union systenm, by (ii) Union’s
demand rate in effect for the month for Mi2
transportation service from Dawn to Parkway; and

)

(c) the product obtained by multiplying (i) the total monthly
volume (expressed in 10w’ units) by (ii) Union’s
commodity rate (including the cost of fuel gas) in effect
for the month for M12 transportation service from Dawn to
Parkway.

The price payable by St. Lawrence to Western Gas for the month
of November 1992 will also consist of the following additional
components:

(d}) the product obtained by multiplying (i)} the total volume
of storage gas (expressed in 10'm’ units) shipped by
Consumers Gas for the account of Western Gas by (ii) the
sum of TransCanada‘’s demand toll, calculated at 100
percent load factor, and TransCanada’s commodity toll in
effect for October 1992 for Firm Service (FS) to the
Eastern Zone; and

(e) the product obtained by multiplying (i) the total volume
of fuel gas (expressed in GJ units) provided by Western
Gas in connection with Consumers Gas shipping the storage
gas by (ii) $1.05 per GJ.

3. Conditions

The obligation of Western Gas to sell and deliver, and the
obligation of St. Lawrence to purchase and receive, gas in
accordance with the arrangement described herein will be
conditional upo» completion of the following matters, and the
parties will use all reasonable efforts to complete them in a
timely manner:
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(1)

(i)

(iii)

Consumers Gas and Western Gas will activate the
Subshipper Agreement made as of 1 January 1991 for
the period ending 31 October 1992, and
notwithstanding Section 1 thereof, Consumers Gas
will provide sufficient firm transportation service
thereunder during the period to ensure that at
least 24 078.6 10’°m’ (0.85 Bcf) of storage gas is
delivered to Union for injection into storage prior
to the end of the period;

St. Lawrence and Western Gas will enter into an
assignment of St. Lawrence’s service entitlement
under the M12 Transportation Contract dated as of
28 June 1991 between Union and Niagara Gas
Transmission Limited ("Niagara") for the period
starting on 1 November 1952 and ending on 31 March
1993, St. Lawrence having obtained its service
entitlement under an assignment made as of 17 June
1992 among Niagara, St. Lawrence, and Union; and

TransCanada, Western Gas, and St. Lawrence will

enter into a Storage Transportation Service
Contract.

4. Nominations, Invoices, and Other Notices

St. Lawrence will give its daily nominations pursuant to

subparagraph 1(b), and any other communications, to Western Gas in
writing as follows:

WESTERN GAS MARKETING LIMITED

(i) Mailing Address: 11th Floor

55 Yonge Street
Toronto, Ontario
MSE 1J4

copy to: P.O. Box 500, Station "M"

Calgary, Alberta
T2P 3Veé

(ii) Delivery Address: 11th Floor

55 Yonge Street
Toronto, Ontario

copy to: 24th Floor

530, 8th Avenue S.W.
Calgary, Alberta

(iii) Nominations and Attention: Manager, Marketing Nominations

Invoices:

Facsimile: (403) 269-5005
Telephone: (403) 269-5720
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(iv) Legal and Attention: Supervisor, Sales Support
Other Matters: Facsimile: (416) 869-2125

Telephone: (416) 869-2009

St. Lawrence’s daily nominations will be given to Western Gas prior
to 12:00 hours (Eastern Standard Time) on the day before the day
for which St., Lawrence is nominating deliveries of storage gas
pursuant to subparagraph 1(b),

Western Gas will give its monthly invoices pursuant to

paragraph 2, and any other communications, to St. Lawrence in
writing as follows:

ST. LAWRENCE GAS COMPANY, INC.

(i) Mailing Address: P.0. Box 270
Massena, New York 13662

(ii) Delivery Address: 56~58 Main Street
Massena, New York 13662

(iii) Nominations: c/o The Consumers’ Gas Company Ltd.
Attention: Manager, Gas Supply Operations
Facsimile: (416) 491~7497
Telephone: (416) 495-5056

(iv) Invoices and Attention: President and General Manager
Other Matters: Facsimile: (315) 764-9226

Telephone: (315) 769-3516

Western Gas‘’s monthly invoices will be given to St. Lawrence
on or before the 10th day of the month next following the month in
which Western Gas delivers storage gas (or backstopping gas, as the
case may be) to St, Lawrence pursuant to subparagraph 1(b), or the
month for which St. Lawrence is nevertheless obligated to pay
Western Gas for any shortfall volume or Western Gas’s reasonable
expenses for assisting St. Lawrence in reselling any storage gas to
secondary markets pursuant to subparagraph 1(c). St. Lawrence will

pay such monthly invoices on or before the 15th day after receipt
thereof from Western Gas.

If the foregoing properly summarizes the terms of the
agreement among Western Gas, WG Services, st. Lawrence, and
Consumers Gas regarding the gas storage and sale arrangenment please




execute all of the enclosed copies of this letter agreement and
return one fully executed copy to Western Gas.

Yours very truly,

WESTERN GAS MARKETING LIMITED

At [N OV

Understood, accepiéii and

agreed to this 27th day of
October, 1992

St. LAWRENCE GAS COMPANY, INC.

’ _ 2 o

By: %J/#
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October 230 1992

St. Lawrence Gas Company, Inc.
56-58 Main Street

Massena, New York 13662

Atteation: Mr. P.D. Rewbotham

President and General Manager

Gentlemen:

Re: New Long Term Gas Supply Arrangements
between Western Gas Marketing Limited (*'WGML")

and St. Lawrence Gas Company, Inc. (“St. Lawrence')

We refer to

(i) the letter agreement dated December 3rd, 1991 (the
"December, 1991 Letter") setting out the basic terms and
conditions governing the new ten year gas supply arrangement,
to come into effect November 1, 1992, pursuant to which
Niagara Gas Transmission Limited ("Niagara") agreed to
purchase, and WGML agreed to supply, the current system gas
requirements of St. Lawrence; and

(ii) the letter agreement dated August 11, 1992 (the
"Assignment Letter") pursuant to which Niagara’s rights and
obligations under the December, 1991 Letter were assigned to
and assumed by St. Lawrence, and certain other aspects of the
December, 1991 Letter were clarified.

In this letter, the December, 1991 Letter and the Assignment Letter
will be collectively referred to as the "Gas Sales Letter
Agreements" and any terms defined in the Gas Sales Letter
Agreements are used herein with the meanings ascribed to them in
the Gas Sales Letter Agreements.

Certain matters, including in particular the structuring of the
storage and related transportation arrangements contemplated in the
Gas Sales Letter Agreements, have developed differently than
originally anticipated. Because these arrangements have continued
to evolve until very recently, the parties have been unable to
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finalize a detailed Gas Sales Contract by the November 1, 1992
deadline provided for in the Gas Sales Letter Agreements.

This letter is intended to do the following:

(i) to modify and supplement the Gas Sales Letter Agreements
as required in order to reflect the revised storage and
related transportation arrangements being implemented, as well
as to clarify and amend certain other terms and conditions;
and

(1i) to confirm our agreement that purchases and sales of gas
will take place under the terms and conditions of the Gas
Sales Letter Agreements and this letter from November 1, 1992
until the Gas Sales Contract is executed and becones

effective.
A. Storage and Related Transportation
1. Interim Storage and Related Transpeortation Arrangements

L]

(a) sSt. Lawrence was unable to arrange for the Storage
Service to be in place within the timeframe contemplated
in the Gas Sales Letter Agreements. In order to provide
for substitute storage arrangements, on an interim basis,
the parties have entered into a letter agreement dated
October 27, 1992 (the "Gas Storage and Sale Arrangement")
pursuant to which WGML has agreed to sell 0.85 Bef of
storage gas to St. Lawrence. This gas has been stored by
Western Gas Services Limited ("W Services") for the
account of WGML at Union Gas Limited’s ("Union") Dawn
storage facilities, pursuant to an interruptible storage
service arrangement already in place between Union and WG
Services. The Gas Storage and Sale Arrangement sets out
the purchase and sale terms applicable to this storage
gas, as well as the terms and conditions upon which the
gas is to be nominated by St. Lawrence, withdrawn from
storage and delivered during the period from November 1,
1992 and through March 31, 1993 (the "Interim Period").

The parties confirm that the storage arrangements
provided for in the Gas Storage and Sale Arrangement
supplant, to the extent applicable, the provisions of the
Gas Sales Letter Agreements. To the extent that there is
any inconsistency between them, the terms of the Gas
Storage and Sale Arrangement will prevail over the terms
of the Gas Sales Letter Agreements in respect of the
provision of Storage Service during the Interim Period.
St. Lawrence, WGML and their affiliates will act in good
faith to do everything necessary to effect the general
intent expressed therein.
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(b} In order to enable WGML to deliver gas withdrawn
from storage to St. Lawrence at TransCanada’s Parkway
Belt - Union receipt/delivery point, the parties have
entered into an agreement {the "M12 Temporary
Assignment") pursuant to which St. Lawrence has assigned
to WGML (on a temporary basis for the Interim Pericd) its
M12 transportation agreement with Union (originally
entered into between Niagara and Union as of June 28,
1991, and permanently assigned to St. Lawrence by
agreement made as of June 17, 1992) (the "M12 Contract").
In connection with the M12 Contract and the M12 Temporary
Assignment, St. Lawrence and WGML confirm as follows:

(i) To the extent that capacity under the M12
Contract is not being used to deliver storage gas
te St. Lawrence pursuant to the Gas Storage and
Sale Arrangement, WGML shall be free to use such
capacity as it sees fit during the Interim Period.

(ii) Notwithstanding any conflicting provisions of
the M12 Contract or the Mi2 Temporary Assignment,
as between the parties, St. Lawrence will continue
to be responsible for all costs and charges
associated with the M12 Contract (including all
demand charges) throughout the Interim Period other
than commodity, fuel charges, and other related
charges (if any) incurred as a result of the use of
capacity by WGML for its own purposes. Provided
that WGML pays to Union all amounts received from
St. Lawrence under paragraphs 2(b) and (c¢) of the
Gas Storage and Sale Arrangement, St. Lawrence will
indemnify WGML against all costs and claims of
Union in connection with the M12 Contract.

e t Storaqge angements

(a) The parties confirm that availability of the
permanent Storage and Transportation Services
contemplated in the December, 1991 Letter is not a
precondition to the commencement of the gas purchase and
sale arrangements or the effectiveness of the other
contractual obligations of the parties in connection with
the long term gas supply arrangements provided for in the
Gas Sales Letter Agreements.

(b) Notwithstanding the implementation of the Gas
Storage and Sale Arrangement during the Interim Period,
St. Lawrence confirms that it remains obligated, as
provided for in paragraph 5(a) of the December, 1991
Letter, to enter into such contractual arrangements as
are necessary in order to make the Storage and
Transportation Services available to St. Lawrence.
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8TS Transportation Arrangements

1. Service Entjtlement

Because of TransCanada‘’s availability requirements, it
has not been possible for St. Lawrence to obtain the STS
Service in its own name. Instead, WGML and St. Lawrence have
entered into a contract with TransCanada (the "STS Contract")
as co-shippers. The parties confirm that St. Lawrence will
have the benefit of the entire service entitlement under the
STS contract, including the exclusive right to make all
nominations unless otherwise agreed to by St. Lawrence, and
TransCanada is so advised.

2. Costs

Notwithstanding the provisions of the STS Contract or any
other terms of the Gas Sales Letter Agreements, it is
expressly agreed that, as between the parties, St. Lawrence
will be responsible for all costs, charges and claims under or
in connection with the STS Contract and the STS Service. St.
Lawrence will indemnify WGML in respect of all such costs,
charges and clainms.

3. Use of Excess Capacity by WGML

St. Lawrence will offer to WGML any part of its service
entitlement under the STS Contract that is not required on any
day by St. Lawrence or its affiliates on equivalent terms as
those set out in the Transportation Administration Agreement
made as of February 3, 1989 between Consumers Gas and WGML.

Government Aﬁthorizatiogs

1. Xport Authorization

(a) St. Lawrence has not yet obtained the long term
governmental authorization necessary in order to permit
it to export the gas to be purchased from WGML for the
full ten year term provided for in the Gas Sales Letter
Agreements. However, St. Lawrence confirms that it has
in place a valid short term export authorization (the
"Short Term Authorization") sufficient to permit the
commencement of purchases and sales in accordance with
the terms of the Gas Sales Letter Agreements (as modified
in accordance with this letter and the Gas Storage and
Sale Arrangement) on November 1, 1992. Therefcre
(notwithstanding Section 14 of the December, 1991
Letter), the obtaining of an export authorization will
not be a precondition to the commencement of deliveries
~or the effectiveness of the other contractual obligations
provided for in the Gas Sales Letter Agreements.
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(b) St. Lawrence will act promptly to apply for, and
diligently pursue, the long term export authorization
required in order to permit it to export all quantities
of gas purchased from WGML under the Gas Sales Letter
Agreements and under the Gas Sales Contract (when
executed), for the full ten year term. Until such
authorization has been obtained, St. Lawrence will use
all reasonable efforts to continue to use the Short Term
Authorization (or extensions thereof) to export gas
purchased under the Gas Sales Letter Agreements and under
the Gas Sales Contract (when executed).

Other Authorizations

Each of the parties confirms that (other than the export

authorization described in Section 1 above) all governmental
authorizations and approvals required in order to permit the
gyas sale and purchase transactions contemplated in the Gas
Sales Letter Agreement for the full ten Year term thereof have
been obtained and are effective.

Pricing Provisions

1.

Western Gas/Consumers Contract Prjce

(a) Section 6(b)(ii) of the December 1991 Letter sets
out the manner in which the Monthly Commodity Charge (in
dollars per GJ) payable for gas purchased by St. Lawrence
is to be determined, based on the Consumers Gas Average
Price in effect from time to time. In order to resolve
any uncertainty as to the 1level and weight to be
attributed to the price(s) applicable under the sales
contract between WGML and Consumers Gas for purposes of
determining the Consumers Gas Average Price for the 1992-
93 contract year, the parties confirm the following:

(1) Until such time (if any) as the Ontario Energy
Board (the "OEB") approves the implementation of
all of the terms of the restructuring and pricing
agreement between WGML and Consumers Gas dated July
14, 1992 (the "WGML/Consumers Restructuring
Agreement") and such agreement is implemented in
accordance with its terms, the price to be applied
in respect of all volumes of gas purchased by
Consumers Gas from WGML will be $1.70/GJ.

(ii) If the OEB approves the terms of the
WGML/Consumers Restructuring Agreement, then,
subject to paragraph (iii) Dbelow, effective
Prospectively for each full month of the 1992-93
contract year remaining after the implementation
date of the WGML/Consumers Restructuring Agreement,
the Consumers Gas Average Price will be the price
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determined as of November 1, 1992 in accordance
with the December 1, 1991 Letter.

(iii) Upon implementation of the WGML/Consumers
Restructuring Agreement, WGML will promptly
determine (in its sole discretion) whether the
Consumers Gas Average Price referred to in
paragraph (ii) above requires producer approval,
and if WGML determines that producer approval is
necessary, it will promptly apply for such
approval. Pending the receipt of a finding of
producer support, the Consumers Gas Average Price
will continue to be determined in accordance with
paragraph (i) above. If producer approvals cannot
be obtained, then (unless the parties agree to an
alternative which is accepted by WGML‘s producers),
the prices being paid by Consumers Gas to WGML will
cease (for the balance of the 1992-93 contract
Year) to be included for purposes of calculating
the Consumers Gas Average Price. 1If a finding of
producer support is obtained, then the provisions
of paragraph (ii) will thereafter apply, and such
adjustments (if any) as are necessary will be made
between the parties in order to ensure that the
Consumers Gas Average Price referred to in
paragraph (ii) above will be applied to all gas
sales made after the implementation date specified
in paragraph (ii).

2. axe nd Duties

For greater certainty, it is confirmed that St. Lawrence
will be responsible for the payment of all sales taxes and all
other taxes and duties (including but not limited to Goods and
Services Tax and customs/import duties) exigible in connection
with the gas purchase transactions and all transportation and
storage services that are described in the Gas Sales Letter
Agreements and the Gas Storage and Sale Arrangement and that
are in respect of St. Lawrence’s system gas.

S Sale ontract
1. S Sale ette ments

(a) In order to facilitate the commencement of the gas
purchase and sale arrangements provided for in the Gas
Sales Letter Agreements on November 1, 1992, St. Lawrence
and WGML agree (notwithstanding anything to the contrary
in the Gas Sales Letter Agreements) that until such time

(if any) as the Gas Sales Contract is finalized and
executed:
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(i) the Gas Sales Letter Agreements (as
supplemented and amended by this letter and the Gas
Storage and Sale Arrangement) (collectively, the
"Interim Contract") will be deemed to constitute a
binding contract between the parties governing all
of the matters covered in these documents. All
purchases and sales of gas contemplated by the Gas
Sales Letter Agreements and the Gas Storage and
Sale Arrangement will be made on the terms and
conditions set out in the Interim Contract
including the terms and conditions in the December
1991 Letter that relate to displacement reductions
and related assignments by WGML to St. Lawrence.
The parties will act reasonably and in good faith
to ensure that the commercial terms and conditions
of the Interim Contract are effected.

(b) In order to more precisely define the obligations of
the parties while the Interim Contract is in effect, it
is agreed that the Interim Contract will be deemed to
include the following provisions of the draft gas sales
contract dated April 3o, 1992, as prepared by WGML and
provided to Niagara at that time:

A

Article X - Billings and Payments

Article XI - Supply Commitment

Article XII - Quality and Measurement
Article XIII - Possession, Title and Warranty
Article XIV - Force Majeure

Article Xxv - Arbitration

Article XVI - Assignment

Article XVIII

Delivery Variances
Article XIX - Buyer’s Affiliates

For greater certainty (and notwithstanding the foregoing)
all determinations of the heating of gas will be made by
TransCanada in accordance with provisions of its tariff
applicable to the point where WGML delivers such gas.

2. Gas es Cont t

Notwithstanding section 4 of the Assignment Letter,
Western Gas and St. Lawrence agree to act reasonably and in
good faith to attempt to negotiate and execute the Gas Sales
Contract on or before the end of the Interim Period.
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The Gas Sales Contract will incorporate all of the terms
and conditions of the Gas Sales Letter Agreements (as amended
and supplemented by this letter agreement and any terms of the
Gas Storage and Sale Arrangement which remain applicable), and
such other terms as are reasonable or usual in similar
agreements for long term gas supply.

3. T;égsCangda Warranty

Notwithstanding Section 15 of the December, 1991 Letter,
it is aqgreed that WGML will deliver the TransCanada warranty
of performance referred to therein at the same time as the Gas
Sales Contract is executed.

If the foregoing properly states the terms of our agreenent,
please execute all of the enclosed copies of this letter and return
one fully executed copy to WGML.

WESTERN GAS MARKETING LIMITED
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GAS SALES CONTRACT

Made as of July 14, 1995

between

WESTERN GAS MARKETING LIMITED
(Seller)

-and-

ST. LAWRENCE GAS COMPANY, INC.
(Buyer)
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GAS SALES CONTRACT

THIS AGREEMENT made as of the 14th day of July, 1995

BY AND BETWEEN:

WESTERN GAS MARKETING LIMITED, an Alberta

corporation ("Seller®)
-and -

ST. LAWRENCE GAS COMPANY, INC,, a New York
corporation (*Buyer")

WITNESSES THAT, WHEREAS:

Seller is an Affiliate (as defined in Paragraph 1.01(a)) of TransCanada PipeLines Limited
("TransCanada®), which has entered into long-term contracts to purchase natural gas
produced in Alberta. Seller, in turn, has an arrangement with TransCanada whereby
Seller obtains, and intends to continue to obtain, sufficient gas supply to meet its
obligations under this Agreement and certain of its other long-term gas sales contracts.

Buyer is an Affiliate of The Consumers’ Gas Company Ltd. ("Consumers Gas") and
operates as a gas distribution utility in northern New York State. Prior to November 1,
1992, St. Lawrence’s requirements for System Gas (as defined in Paragraph 1.01(bb))
were supplied by an Affiliate, Niagara Gas Transmission Limited (*Niagara"), which in
turn purchased its gas supply from TransCanada. These gas sales contracts had a
common expiry date of October 31, 1992,

In view of the expiry date, Seller and Niagara entered into a letter agreement dated
December 3, 1991 (the "December 1991 Letter Agreement”) whereby they established
the terms and conditions upon which Seller would sell and Niagara would purchase gas,
on a firm basis, for export and resale to Buyer as System Gas for a term of 10 years (as
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defined in Paragraph 1.01(d)) commencing on November 1, 1992. The December 1991
Letter Agreement reflects the gas supply plan developed by Niagara and Buyer in order
to manage the seasonal variations in Buyer's requirements for System Gas, such that
Buyer would be able to satisfy Buyer’s full requirements for System Gas at the prevailing
level through gas purchased from Seller, combined with storage and related transportation
service arrangements with Consumers Gas and/or Union Gas Limited ("Union") and

peaking service arrangements with certain of Buyer’s customers.

On January 15, 1992, the Alberta Petroleum Marketing Commission issued two decisions
determining that Seller, as agent for TransCanada, had obtained the prescribed minimum
degree of producer support under the Natural Gas Marketing Act (Alberta) in order to
permit the sale of gas on the terms and conditions set out in the December 1991 Letter
Agreement and the other, subsequent components of the Interim Gas Sales Arrangements
(as defined in Recital F), as such terms and conditions are restated and elucidated in this

Agreement.

At the time of the December 1991 Letter Agreement, it was anticipated that, according
to past practice in this regard, Seller and Niagara, on the one hand, and Niagara and
Buyer, on the other, would enter into formal gas sale and resale contracts that would
incorporate the terms and conditions of the December 1991 Letter Agreement. However,
after further consideration, Niagara and Buyer decided that a gas resale contract in
addition to a gas sale contract, with Niagara effectively acting as an intermediary
between Seller and Buyer, would involve an unnecessary degree of contractual and
administrative complexity, As a result, Niagara, Buyer, and Seller entered into a letter
agreement dated August 11, 1992 (the "August 1992 Letter Agreement”) whereby
Niagara assigned its rights and obligations under the December 1991 Letter Agreement

to Buyer with Seller’s consent.
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At the time of the August 1992 Letter Agreement, it was anticipated that, prior to
November 1, 1992, Seller and Buyer would enter into a formal gas sales contract that
would incorporate the terms and conditions of the December 1991 Letter Agreement,

modified as required in the light of the August 1992 Letter Agreement (collectively, the
"Gas Sales Letter Agreements”). However, certain matters (in particular the structuring
of the storage and related transportation service arrangements contemplated by the Gas
Sales Letter Agreements) developed differently than originally anticipated, and Seller and
Buyer were unable to finalize a formal gas sales contract prior to November 1, 1992.
Accordingly, Seller and Buyer entered into two letter agreements dated October 27, 1992
and October 30, 1992 (the "October 1992 Letter Agreements”) whereby they modified
and supplemented the Gas Sales Letter Agreements as required in order to reflect the
revised storage and related transportation service arrangements, to clarify and amend
certain other terms and conditions, and to confirm that purchases and sales of gas would
take place under the terms and conditions of the Gas Sales Letter Agreements and the
October 1992 Letter Agreements (collectively, the "Interim Gas Sales Arrangements”)
until the formal gas sales contract incorporating the terms and conditions of the Interim

Gas Sales Arrangements is executed and becomes effective.

Direct Purchase Arrangements (as defined in Paragraph 1.01(j)) subsequently displaced
Buyer's requirements for a total of 143.0 10°m’ per day of System Gas, and thereby
reduced the Daily Contract Volume under (and as defined in) the Interim Gas Sales

Arrangements by a corresponding amount.

Seller and Buyer are entering into this Agreement, as contemplated by the Interim Gas
Sales Arrangements, in order to incorporate the terms and conditions thereof, modified
as required in order to reflect the passing of time and the occurrence of events (such as

the displacement of Buyer’s requirements for System Gas as described in Recital G) since

November 1, 1992, as well as to comprehensively restate and elucidate the terms and
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conditions upon which Seller will sell and deliver, and Buyer will purchase and receive,

gas.

NOW THEREFORE, based and relying on the foregoing Recitals and in consideration

of the premises and the mutual covenants and agreements contained herein, and for other good

and valuable consideration (the receipt and sufficiency of which is hereby acknowledged), Seller

and Buyer mutually covenant and agree as follows:

ARTICLE ONE
DEFINITIONS AND INTERPRETATION

1.01 Definitions: When used in this Agreement, the following terms and abbreviations will

be construed to have the following meanings:

()

®)

(c)

"Affiliate” means, in regard to either party, any Person directly or indirectly
controlling, controlled by, or under common control with the party; and for this
purpose, "control” (including, with correlative meanings, “controlled by* and
"under common contro! with") means in regard to any Person the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of the Person, whether through ownership of voting

securities, by contract, or otherwise;

*Annual Contract Volume® means, for any Contract Year, a volume of gas
(expressed in 10°m®) equal to the sum of the Daily Contract Volumes in effect for
each Day dunng the Contract Year;

*Business Day" means any day other than Saturdays, Sundays, and statutory or
legal holidays under the laws of the Province of Alberta and the State of New
York;




(d)

(e) |

t)

®

4))
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*Contract Year” means a period of 12 consecutive Months commencing on the
first Day in November, except for the first Contract Year which shall commence
on the Effective Date and end immediately prior to the next first Day of

November, and “year" means a pertod of 12 consecutive months;

"Cornwall Delivery Point” means the point near Comwall, Ontario, where

TransCanada's pipeline system and the Cornwall Pipeline interconnect;

"Comwall Pipeline” means Niagara's gas transmission pipeline that extends from
the Cornwall Delivery Point to an interconnection with Buyer’s gas distribution
system at a place on the Seaway International Bridge corresponding to the

international boundary between Canada and the United States of America;

"Daily Contract Volume" or "DCV" means, for any Day, 424.0 10°m’ or such

lesser volume as may be in effect for the Day in accordance with this Agreement;

"day" means a calendar day and "Day” means a period of 24 consecutive hours,
beginning at 08:00 hours Mountain Time, and the reference date for any Day
shall be the date of the day in which the period begins;

*Delivery Point(s)" means, relative to the Scheduled Daily Delivery, the Comwall
Delivery Point, the Storage Delivery Points, and/or the Iroquois Delivery Point;

"Direct Purchase Arrangement” means a contract or an arrangement (excluding
any amendment, renewal, or replacement) between a customer of Buyer and a
supplier of gas other than Buyer (or an Affiliate) under which the customer

purchases gas:
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() for the customer’s own consumption or use in the Existing Market Area;

or

(ii)  for resale to Buyer, pursuant to a "buy/sell” contract or arrangement
between them under which Buyer purchases gas from the customer with
the intention of selling an equivalent volume (on an annual basis) to the
customer for the customer's own consumption or use in the Existing

Market Area,

and as a result of which Buyer's requirements for System Gas for resale to the

customer are correspondingly displaced;

"Effective Date” means the first Day of the Month following the receipt by Buyer
of the authorizations specified in Paragraph 7.01(a);

*Empress Receipt Point”™ means the point on TransCanada's pipeline system that
is immediately east of the Alberta/Saskatchewan border and downstream of the
point where TransCanada's pipeline system and NOVA’s pipeline system

interconnect;

"Exempt Direct Purchase Arrangement” means a Direct Purchase Arrangement
in which the supplier of gas is Seller or TransCanada (or an Affiliate of either of
them);

"Existing Market Area® means Buyer's franchise area as at December 3, 1991,
which then comprised the following towns and, within each town, the following

village(s) (except as indicated), located in St. Lawrence County, New York:




(0)

®

@

(1)

(s)

®

-
Town Village(s)
Canton Canton
Dekalb -
Lisbon -
Louisville -
Madnd -
Massena Massena
Norfolk -
Oswegatchie Heuvelton, Ogdensburg (city)
Potsdam Norwood, Potsdam
Waddington Waddington;

"FT Agency Agreement” means the letter agreement dated October 27, 1993
between Seller and Buyer whereby Seller designated Buyer as its agent for the
sole purpose of making all nominations under the TransCanada FT Contract for
the reason therein described, as clarified by Seller’s letter to Buyer dated October
28, 1993;

"GST" means the goods and services tax under Part IV of the Excise Tax Act
(Canada), as amended from time to time, and any similar or successor federal or

provincial tax;

"Iroquois" means Iroquois Gas Transmission System, L.P.;

"Iroquois Delivery Point" means the point near Iroquois, Ontario where

TransCanada’s pipeline system and Iroquois’s pipeline system interconnect;

"month™ means a calendar month and "Month™ means the period beginning at
08:00 hours Mountain Time on the first day of a month and ending immediately

prior to the same hour on the first day of the next month;

"NOVA" means NOVA Gas Transmission Ltd.;
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"NOVA Monthly Demand Toll" means, for any Month, the amount (expressed
in dollars per 10°m’) obtained by dividing:

(i) the total dollar amount of the demand charges invoiced by NOVA,
including any billing adjustments, and payable by Seller (either directly to
NOVA or to any other Person to whom Seller is liable in this regard) for
all transportation service under NOVA’s Rate Schedule FS that was
committed or available to Seller during each Day of the immediately

preceding Month; by

(i)  the sum of the maximum daily delivery volumes under NOVA’s Rate
Schedule FS that were committed or available to Seller during each Day

of the immediately preceding Month;

“Person” means an individual, a sole proprietorship, a partnership, an
unincorporated association, an unincorporated syndicate, an unincorporated
organization, a trust, a body corporate, and a natural person in his or her capacity

as trustee, executor, administrator, or other legal representative;

"Regulatory Authorities" means the National Energy Board, the Energy Resources
Conservation Board, the Alberta Petroleum Marketing Commission, the United
States Department of Energy (Office of Fossil Energy), and such other regulatory
tribunals or governmental agencies or authorities (including the Governor in
Council of Canada and/or the Lieutenant Governor in Council of Alberta when
their approval is required by law) in Canada and the United States of America
having junsdiction over any matter affecting the transactions contemplated by this

Agreement,
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(co)

9.

"Scheduled Daily Delivery™ means, for any Day, the volume of gas that Buyer
fequests (in accordance with Seller’s nominating procedures) Seller to deliver at
the Delivery Point(s) during the Day, up to but not exceeding the Daily Contract

Volume in effect for the Day;

“Seller’s Displacement Share” means, at any time, a fraction with a numerator
equal to the Daily Contract Volume in effect at the ime and a denominator equal
to the sum of such Daily Contract Volume and the (aggregate) daily contract
volume in effect at the time under the Additional Long Term Supply Contract(s)
(as defined in Subparagraph 4.02(b)(iii));

"Seller’s Market Loss Share® means, at any time, a fraction with a numerator
equal to the Daily Contract Volume in effect at the time and denominator equal
to the sum of such Daily Contract Volume and the aggregate daily contract
volume in affect at the time under both the Medium Term Supply Contract(s) (as
defined in Subparagraph 4.02(b)(ii)) and the Additional Long Term Supply
Contract(s),

"Storage Delivery Points® has the meaning ascribed to the term in the
TransCanada STS Contract;

"System Gas" means gas purchased by Buyer, other than gas purchased from its
customers as peaking service or in connection with Direct Purchase
Arrangements, for resale to Buyer’s customers who consume or use such gas in
the Existing Market Area;

"tender(ed) for delivery” means, for any period, the volume of gas that Seller is
(was) in fact ready, willing, and able during the period to deliver 1o Buyer
hereunder or to TransCanada for Seller’s account under the TransCanada FT
Contract, as the case may be, in accordance with Buyer's nominations,
notwithstanding any failure of Buyer or TransCanada to receive all of such
volume during the period;
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*TransCanada Commodity Toll" means, for any Month, the commodity toll
(expressed in dollars per 10°m®) in effect for the Month for Firm Transportation
(FT) Service on TransCanada’s pipeline system from the Empress Receipt Point
to the Cornwall Delivery Point (including without limitation, if implemented in
the future, the commodity component of any delivery pressure toll applicable to
the Comwall Delivery Point);

"TransCanada FT Contract” means the Firm Service Contract for Firm
Transportation Service made November 1, 1992 between TransCanada and Seller,
as amended, that currently specifies a Contract Demand of 424.0 10°m’;

"TransCanada Monthly Demand Toll" means, for any Month, the monthly
demand toll (expressed in dollars per 10°m® per month) in effect for the Month for
Firm Transportation (FT) Service on TransCanada’s pipeline system from the
Empress Receipt Point to the Comwall Delivery Point (including without
limitation, if implemented in the future, the demand component of any delivery
pressure toll applicable to the Cormnwall Delivery Point);

*TransCanada STS Contract® means the Contract for Storage Transportation
Service made as of November 1, 1992 among TransCanada, Seller, and Buyer
that currently specifies a Contract Demand of 283.3 10°m’;

"TransCanada Tariff" means TransCanada's Transportation Tariff as filed with
and approved by the National Energy Board from time to time; and

"Union-M12 Contract® means the M12 Firm Transportation Contract (Dawn to
Parkway) dated as of June 28, 1991 between Union and Niagara, as modified by
the Assignment Agreement made as of June 17, 1992 among Niagara, Buyer, and
Union and by an agreement dated November 1, 1994 between Union and Buyer,
that currently specifies a Contract Demand of 283.3 10°m’.
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1.02  Volumes and Quantities: When used in this Agreement, the following terms and symbols

will be construed to have the following meanings:

(a) "average heating value” means, for any period, the volume-weighted average
gross heating value of the gas delivered during the peniod as determined by
TransCanada at the applicable Delivery Point(s) and, in the case of Overrun Gas
(as defined in Paragraph 3.04(a)) and the TransCanada Fuel Requirement (as
defined in Paragraph 5.03(a)), at the Empress Receipt Point;

(b)  "cubic metre (m*)" has the meaning ascribed to the term in the TransCanada
Tariff; and

(©) "gross heating value" has the meaning ascribed to the term in the TransCanada
Tariff.

Volumes of gas will be expressed in units of 1 000 cubic metres (10°m?), as determined
by TransCanada at the applicable Delivery Point(s) and, in the case of Overrun Gas and the
TransCanada Fuel Requirement, at the Empress Receipt Point. The gross heating value of gas
will be expressed in megajoules per cubic metre (MJ/m?), as determined by TransCanada at the
applicable Delivery Point(s) and, in the case of Overrun Gas and the TransCanada Fuel

Requirement, at the Empress Receipt Point.

1.03 Headings: The headings in this Agreement are inserted for reference purposes only, and
will not be considered or taken into account in construing the terms or provisions hereof, nor

in any way to qualify, modify, or explain any such term or provision.

1
|
f
'
|
'
|
'
|
b
|
|
'
l
'
'
|
P
|




"
'
f
|
|
|
|
|
l
b
|
|
|
|
|
'
'
[
|

1.04 References:

@) All references herein to “Articles”, “Sections”, “Paragraphs”, and
"Subparagraphs" are intended to refer to the correspondingly numbered and

lettered articles, sections, paragraphs, and subparagraphs of this Agreement.

(b) In this Agreement, words importing gender include all genders, and words
importing the singular include the plural and vice versa. Unless expressly
otherwise stated, words such as “hereunder”, "hereto”, and "herein” shall refer

to the whole of this Agreement and not to any particular provision.

1.05 Industry Terminology: Any word, phrase, or expression that is not defined in this
Agreement and that has a generally accepted meaning in the custom and usage of the natural gas

industry in Canada shall have that meaning in this Agreement.

1.06 Schedules: Schedules A and B attached to this Agreement constitute part of, and are
included in, this Agreement. The terms defined in such schedules shall have the meaning

ascribed respectively to them therein,

1.07 Audit Right: Whenever either party is given an "Audit Right" hereunder relative to the
other party or one of its Affiliates, the former (the "Auditing Party”) may exercise the right by
giving the latter (the "Audited Party") a notice to that effect, specifying the subject matter of
the Audit Right and appointing a Person (the "Auditor”) to conduct the addit on behalf of the
Auditing Party. An Audit Right may only be exercised at intervals that are reasonable under
the circumstances. Upon receipt of such a notice, the Audited Party will make available, for
examination by the Auditor, all books and records containing information for the Contract Year
in which such a notice is received (to the extent such information is available at the time) and
for the preceding Contract Year (to the extent such information has not been previously audited)

that is reasonably relevant to the subject matter of the Audit Right. After conducting such
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examination, the Auditor will prepare and provide, to both the Auditing Party and the Audited
Party, a report of the findings made on the basis of such examination. The Auditor’s report will
not disclose the information to which the Auditor had access except to the extent necessary to

give meaning to such findings.

Each Auditor must be at arm’s length from the Auditing Party and its Affiliates. When
exercising any Audit Right, the Auditing Party shall cause the Auditor to enter into an agreement
in writing with the Audited Party on terms acceptable to it, acting reasonably, providing for the
Auditor to maintain the confidentiality of all information to which the Auditor has access, except

as permitted in connection with the Auditor’s report.

1.08  Entire Agreement:

(a)  As of and from the Effective Date, this Agreement will constitute the entire
agreement of the parties relative to the transactions and the other matters
contemplated hereby, and it will thereby supersede and replace all prior gas
supply agreements between the parties, including without limitation the Intenm
Gas Sales Arrangements. For greater certainty, the FT Agency Agreement shall
remain in full force and effect after the Effective Date, in accordance with its

terms but subject to Paragraphs 5.04(c) and 5.04(d).

(b)  Except as specifically set forth in or contemplated by this Agreement (including
the Recitals), there are no representations, warranties, covenants, or agreements
made by either Seller or Buyer in respect of the transactions and the other matters

herein provided or contemplated and not contained herein.
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ARTICLE TWO
TERM

2,01 Term: This Agreement will come into full force and effect on the Effective Date and
shall be effective (unless terminated earlier in accordance with the provisions hereof) for a term

extending from the Effective Date to October 31, 2002 (the "Term").

2.02 Combined Term: Notwithstanding Section 2.01, the parties acknowledge and confirm

that the Term represents the remainder of the long term gas supply arrangement initially
contemplated by the December 1991 Letter Agreement, which arrangement will therefore extend
for 10 years in total, by virtue of the combined term of the Interim Gas Sales Arrangement and
this Agreement. Such combined term shall be taken into account for the purposes of Section
4.03 and Article Eleven.

ARTICLE THREE
PURCHASES AND SALES OF GAS

3.01 Scheduled Daily Delivery: In each Day from and after the Effective Date, Seller will
sell and deliver to Buyer (on a firm basis), and Buyer will purchase and receive from Seller, the
Scheduled Daily Delivery for the Day.

3.02 Displacement Reductions:

(@) Buyer shall have the right, in accordance with the provisions of this Section 3.02,
to reduce the Daily Contract Volume in order to account for the displacement of
Buyer's requirements for System Gas in the Existing Market Area that would

result from the implementation of any Direct Purchase Arrangement on or after
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the Effective Date. Whenever Buyer so reduces the Daily Contract Volume,

Seller shall permanently assign to Buyer a corresponding portion of its service

entitlement under the TransCanada FT Contract, in accordance with Paragraph
3.02(c).

()

Whenever a customer of Buyer enters into a Direct Purchase

Arrangement, Buyer may give Seller a notice to that effect (a
"Displacement Notice"). Each Displacement Notice will give reasonable
particulars of the Direct Purchase Arrangement and will specify:

(A)

®)

©)

®)

the daily contract volume involved in the Direct Purchase
Arrangement,

the portion of such daily contract volume that Buyer elects to
classify as displacing Buyer’s requirements for System Gas (the
*Displacement Volume"),

Seller’s Displacement Share that is expected to be in effect on the
anticipated date of first delivery under the Direct Purchase
Ammgerheut, ’

the volume by which the DCV will be reduced (the "DCV
Reduction Volume"), which will be calculated by multiplying the
Displacement Volume by Seller’s Displacement Share; provided
that, if any portion of the Displacement Volume pertains to an
Exempt Direct Purchase Arrangement, such portion shall not be so
calculated but rather the entire portion shall be included in the
DCV Reduction Volume, and
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(E) the anticipated date of first delivery under the Direct Purchase

Arrangement.

If the actual date of first delivery is likely to vary from the anticipated
date of first delivery specified in the Displacement Notice, Buyer will give
Seller as much prior notice thereof as may be possible under the
circumstances; provided that the actual date of first delivery under the
Direct Purchase Arrangement shall not occur until the later of 30 days
subsequent to the Displacement Notice and the Day on which the
corresponding Permanent Partial Assignment (as defined in paragraph
3.02(c)) is in full force and effect.

After a Displacement Notice has been given in accordance with
Subparagraph 3.02(b)(i), then effective as of and from the actual date of
first delivery under the corresponding Direct Purchase Arrangement, the
DCV (and all corresponding delivery and payment obligations) will be
permanently reduced by the amount of the DCV Reduction Volume
specified in the Displacement Notice (the "Displacement Reduction™).

Buyer’'s right to elect a Displacement Volume in respect of any Direct
Purchase Arrangement will be a one-time right. After a Displacement
Notice has been given in accordance with Subparagraph 3.02(b)(i), Buyer
will not subsequently be entitled to increase or decrease the Displacement
Reduction pertaining to the Direct Purchase Arrangement(s) specified in

the Displacement Notice.

Buyer may include two or more Direct Purchase Arrangements in a single

Displacement Notice.
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(v) Seller will have an Audit Right relative to Buyer in respect of the

information contained in any Displacement Notice.

In the event of any Displacement Reduction(s), Seller will permanently assign to
Buyer a part of its service entitlement (including the associated renewal right)
under the TransCanada FT Contract corresponding to the Displacement
Reduction(s) (a "Permanent Partial Assignment”). [Each Permanent Partial

Assignment will be in the form of Schedule "A" hereto.

Buyer in turn will temporarily assign the service entitlement(s) related to the
Permanent Partial Assignment(s) to its customer(s) for use in connection with the
corresponding Direct Purchase Arrangement(s) for the term thereof (including
renewals, extensions, or replacements). Thereafter, Buyer may use such service

entitlement(s) as Buyer sees fit.

The form of the Permanent Partial Assignment may be modified from the form
of Schedule "A" hereto as required from time to time in order to conform with
changes to TransCanada's standard documentation requirements in respect of
permanent assignments of similar service entitlements. Notwithstanding any such
modification, however, under each Permanent Partial Assignment, Buyer will
acquire all of Seller’s rights (including the right of renewal) and obligations in
connection with the part of Seller’s service entitlement assigned thereunder, and
Seller will be released or otherwise held harmless from such obligations, as of the
actual first date of delivery under the corresponding Direct Purchase

Arrangement(s).
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3.03 Market Loss Reductions:

(@)

®)

Buyer shall have the right, in accordance with the provisions of this Section 3.03,
to reduce the Daily Contract Yolume in order to account for any reduction in
Buyer’s requirements for System Gas resulting from any permanent or long-term
decline in market demand in Buyer’s Existing Market Area that occurs after the
Effective Date.

Whenever such a decline in market demand occurs or is reasonably anticipated
to occur, Buyer may give Seller a notice to that effect (a "Market Loss Notice").
Each Market Loss Notice will give reasonable particulars of such a decline in
market demand and will specify:

(i) the annual lost volume of Systern Gas requirements attributable to the
decline in market demand,

(1) the corresponding daily lost volume (being the quotient obtained by
dividing the specified annual lost volume by 365 days),

(ii) Seller’s Market Loss Share that is expected to be in effect at the time of
the decline in market demand, and

(iv) the Market Loss Reduction Volume (which will be equal to the product
obtained by multiplying the daily lost volume by the Seller’s Market Loss
Share).
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Seller will have an Audit Right relative to Buyer in respect of the information

contained in any Market Loss Notice.

Effective as of and from the first Day in the Contract Year that commences at
least four months after the giving of a Market Loss Notice, the DCV (and all
corresponding delivery and payment obligations) will be permanently reduced by
the amount of the Market Loss Reduction Volume specified in the Market Loss
Notice (the “Market Loss Reduction”). In the meantime, Buyer will curtail or
terminate daily deliveries of gas under the Short Term Supply Contract(s) (as
defined in Subparagraph 4.02 (b)(i)), as required in order to offset the decline in

market demand.

In the event of any Market Loss Reduction, Seller may elect, at its option, to
retain and utilize for its own purposes and at its own expense the portion of its
service entitlement under the TransCanada FT Contract that, as a result of the
Market Loss Reduction, exceeds the level of service that Seller will require to
ship gas for sale and delivery to Buyer hereunder. Alternatively, Seller may
elect to permanently assign such excess service entitlement (including the
associated renewal right) to Buyer as of and from the effective date of the Market
Loss Reduction pursuant to Paragraph 3.03(c). Each such assignment will be
made on the same terms and conditions as the Permanent Partial Assignments
contemplated by Paragraph 3.02(c). Seller will notify Buyer of its election with
respect to such excess service entitlement within two months of receipt of the

corresponding Market Loss Notice.

Any Market Loss Reduction will be permanent and, unless expressly otherwise
agreed, Buyer will not be subsequently entitled to increase the DCV in order to
reinstate all or any part of the volume corresponding to any Market Loss

Reduction.




3.04 OQverrup Gas:

(a)

)

(©)

On any Day for which the Scheduled Daily Delivery is equal to the Daily
Contract Volume in effect for the Day, Buyer may request (in accordance with
Seller’s nominating procedures) that Seller deliver a volume of gas (*Overrun
Gas™) in excess of the Scheduled Daily Delivery, up to the maximum daily
volume provided in Paragraph 3.04(b). Overrun Gas shall be tendered for
delivery to Buyer at the Empress Receipt Point.

If Buyer requests Overrun Gas in accordance with Paragraph 3.04(a) for any Day,
Seller will sell and deliver to Buyer, and Buyer will purchase and receive from

Seller:

@) a volume of Overrun Gas up to five percent of the DCV in effect for the

Day on a firm basis; and

(i)  a further volume of Overrun Gas up to an additional 20 percent of the
DCV in effect for the Day on an interruptible basis.

Whenever Buyer’s request includes interruptible Overrun Gas, Seller will use
commercially reasonable efforts to obtain the necessary gas supply and

transportation service on NOVA's pipeline system.

The price (in dollars per 10°m’) for Overrun Gas sold and delivered during any
Month will be an amount equal to the Gas Price (as defined in Section 8.03) in
effect for such Month.
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ARTICLE FOUR
REQUIREMENTS FOR SYSTEM GAS

4,01 Full Requirements Arangement: This Agreement will be a full requirements
arrangement for Buyer’s requirements for System Gas in its Existing Market Area in each
Contract Year, until such time as Buyer’s requirements for System Gas in a Contract Year
exceed or are reasonably anticipated to exceed the Annual Contract Volume for the Contract
Year (such excess requirements for System Gas being the *Additional Annual Requirements”).
Prior to the initial Contract Year in which there are Additional Annual Requirements, Buyer wiil
request Seller to supply its full requirements for System Gas in each Contract Year in accordance
with this Agreement. Thereafter, this Agreement will cease to be a full requirements
arrangement, and Buyer may purchase gas from other suppliers in accordance with Section 4.02,
but subject to Section 4.03. However, nothing in this Agreement is intended to restnict or
otherwise affect Buyer’s right to procure gas for resale outside of the Existing Market Area from
suppliers other than Seller or TransCanada (or their Affiliates).

4.02  Additional Supply Contracts:

(a) If and when this Agreement ceases to be a full requirements arrangement in
accordance with Section 4.01, Buyer will be entitled to enter into contracts or
arrangements ("Additional Supply Contracts®) with suppliers of gas other than
Seller or TransCanada (or their Affiliates) in order to obtain such gas supply as
is necessary to meet Buyer's Additional Annual Requirements.

(b) Each Additional Supply Contract will be assigned to one of the following

categories:

@) a contract or an arrangement that provides for gas suppiy on a firm basis
and that has a primary term of less than one year, or that provides for gas
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supply on a reasonable efforts basis regardless of the length of the primary
term (a "Short Term Supply Contract™);

(i)  a contract or an arrangement that provides for gas supply on a firm basis
and that has a primary term of one year or more but less than 10 years (a
*Medium Term Supply Contract”); and

(i)  a contract or an arrangement that provides for gas supply on a firm basis
and that has a primary term of 10 or more years (an "Additional Long
Term Supply Contract”).

4.03 Annual Purchase Obligation:

Purchase of Annual Contract Volume:

Buyer will endeavour in good faith throughout the Term to purchase the Annual
Contract Volume from Seller in each Contract Year, having regard to Buyer’s
requirements for System Gas in the Contract Year and, if and when this
Agreement ceases to be a full requirements arrangement in accordance with
Section 4.01, having regard also to the obligation (if any) of Buyer to do likewise
under any Additional Supply Contract that permits Buyer to prorate daily
deliveries thereunder in the manner contemplated by Paragraph 4.03(b). Subject
only to any such prorating obligation, Buyer will not purchase gas under any
Additional Supply Contract if Buyer knows or (acting reasonably) ought to know
that such action would likely result in Buyer purchasing from Seller hereunder,
in any Contract Year, a volume of gas that is less than the Annual Contract

Volume.




®)

Shortfall Situation:

Seller acknowledges that, in any Contract Year, Buyer’s requirements for System
Gas in the Existing Market Area could be less than the supply available to Buyer
hereunder and under the Additional Supply Contract(s), due to circumstances
beyond Buyer’s control (including without limitation warmer-than-normal weather
and/or unfavourable economic conditions). Accordingly, if and when Buyer
(acting reasonably) makes projections that Buyer’s requirements for System Gas
in a Contract Year will be less than the sum of the Annual Contract Volume for
the Contract Year and the aggregate minimum annual obligation under both the
Medium Term Supply Contract(s) and the Additional Long Term Supply
Contract(s) for the Contract Year (the difference between such projected
requirements and supply being the "Projected Shortfall®, and the difference
between actual requirements and supply being the "Actual Shortfall”), Buyer will
promptly give Seller a notice to that effect (a "Shortfall Notice"), specifying the
Projected Shortfall, and will take the following steps in order to mitigate and
fairly distribute the impact of the Actual Shortfall on Seller hereunder and the
other supplier(s) of System Gas to Buyer under the Additional Supply Contract(s):

(i) curtail or terminate daily deliveries of gas under the Short Term Supply
Contract(s), as required to eliminate the Projected Shortfall; and

(i)  if action in accordance with Subparagraph 4.03(b)(i) is not enough to
‘eliminate the ‘Projected Shortfall, prorate daily deliveries under this
Agreement and under both the Medium Term Supply Contracts(s) and the
Additional Long Term Supply Contract(s), with the intent that the portion
of the Actual Shortfall ultimately borne by Seller as a result of Buyer
prorating daily deliveries hereunder will not exceed a fraction with a
numerator equal to the Annual Contract Volume for the Contract Year and




©

24-

a denominator equal to the sum of such Annual Contract Volume and the
aggregate minimum annual obligation for the Contract Year under both the
Medium Term Supply Contract(s) and the Additional Long Term Supply
Contract(s).

Each Shortfall Notice will contain reasonable particulars of the cause(s) of the
Projected Shortfall. Buyer will give Seller a revised Shortfall Notice whenever
there is a material change in the level of the Projected Shortfall. Seller will have
an Audit Right relative to Buyer in respect of the information contained in any
Shortfall Notice, in order to confirm that Buyer took the foregoing steps in order
to mitigate and fairly distribute the impact of the Actual Shortfall.

. .
.
.

In order to mitigate the impact of any Actual Shortfall on Buyer, but only to the
extent that Buyer would not otherwise purchase gas hereunder by reason of the
Projected Shortfall, Buyer may purchase gas hereunder for diversion and resale
as non-System Gas, and Seller will endeavour in good faith to co-operate and
work topgether with Buyer if and when requested to do so, as follows:

i) If the FT Agency Agreement is in effect, Buyer may purchase and divert,
at Buyer’s expense, such gas for resale to Consumers Gas or its Affiliates,
and with Seller’s consent to any other buyer, according to Buyer’s notice
to Seller as to the buyer(s) and the delivery point(s) on TransCanada's
pipeline system, subject to Buyer's ability to do so in accordance with the
TransCanada Tariff.

(ii) If the FT Agency Agreement is not in effect, Buyer may purchase and, if
so, Seller will divert, at Buyer’s expense, such gas for resale by Buyer to
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Consumers Gas or its Affiliates, and with Seller’s consent to any other
buyer, according to Buyer's notice to Seller as to the buyer(s) and the
delivery point(s) on TransCanada’s pipeline system, subject to Seller’s

ability to do so in accordance with the TransCanada Tariff.

(iii) The Monthly Demand Charge will not be adjusted and Buyer will remain
obligated to pay the entire amount; provided that, if Seller does not
consent to a diversion and resale under Subparagraph 4.03(c)(i) or

4.03(c)(ii), the Monthly Demand Charge will be adjusted accordingly.

(iv)  The Monthly Commodity Charge will be adjusted to include the gas that
Buyer purchases for diversion and resale pursuant to Subparagraph
4.03(c)(i) or 4.03(c)(ii) as if Seller had tendered such gas for delivery at
the Comwall Delivery Point.

4.04 Peak Requirements: Notwithstanding any other provision of this Agreement to the

contrary, in the event Buyer's requirements for System Gas during any Day exceed or are
reasonably anticipated to exceed the sum of (a) the Daily Contract Volume in effect for the Day
and (b) the volume of gas that Buyer (acting reasonably) nominates to ship for the Day under
the TransCanada STS Contract, Buyer may purchase gas from other suppliers during the Day

in order to meet such peak requirements.

ARTICLE FIVE
TRANSCANADA TRANSPORTATION

5.01 TransCanada FT Contract: Seller will maintain its service entitlement under the
TransCanada FT Contract throughout the Term at a level sufficient to deliver to Buyer, on a

firm basis, the Daily Contract Volume in effect for each Day, and to the extent required under
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the circumstances, to enable Buyer to fully utilize the Permanent Partial Assignments, subject

to the performance by Buyer of its obligations thereunder.

5.02  Delivery Point(s):

(a)

(b)

Subject to Paragraphs 5.02(b) and 5.04(b), Seller will deliver the Scheduled Daily
Delivery for any Day to Buyer at the Delivery Point(s) in accordance with the
allocation(s) as to the Delivery Point(s) contained in Buyer’s nomination for the

Day.

Seller’s obligation to deliver gas 10 Buyer at the Iroquois Delivery Point will be
subject to Seller’s ability to divert gas from the Comwall Delivery Point to the
Iroquois Delivery Point in accordance with the TransCanada Tariff. If Seller is
unable to so divert all of the allocated amount, Seller will deliver the balance at
the Cornwall Delivery Point.

5.03 TmansCanada Fuel Requirement:

(a)

During the first Contract Year, Buyer will supply all fuel gas required by
TransCanada in order to transport the Scheduled Daily Delivery to the Delivery
Point(s) pursuant to the TransCanada FT Contract (the "TransCanada Fuel
Requirement"). As a result, Buyer will procure and deliver, on a timely basis
throughout the first Contract Year, the TransCanada Fuel Requirement to
TransCanada at the Empress Receipt Point for Seller’s account under the
TransCanada FT Contract. If Buyer delivers less than the entire TransCanada
Fuel Requirement for any Day, Seller will be entitled to make up the resulting
fuel deficiency from the Scheduled Daily Delivery for the Day, and the volume
of gas that Seller would otherwise have tendered for delivery to Buyer at the

Delivery Point(s) will be reduced accordingly.
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Commencing on the first Business Day of July immediately preceding the second
and each subsequent Contract Year, Buyer and Seller will negotiate in good faith
in order to attempt to conclude a written agreement on the price (in dollars per
gigajoule) that Buyer would pay to Seller for all gas supplied during such
Contract Year as the TransCanada Fuel Requirement (the "Fuel Price”). If the
parties enter into such a written agreement by the first Business Day of September
preceding such Contract Year, Seller will supply the TransCanada Fuel

Requirement during such Contract Year.

However, if the parties do not enter into the written agreement as to price for any
Contract Year as provided in Paragraph 5.03(b), then Buyer, rather than Seller,
will be obligated to supply the TransCanada Fuel Requirement during such
Contract Year under the same terms and conditions as are applicable during the

first Contract Year pursuant to Paragraph 5.03(a).

5.04 [FET Agency Agreement:

(a)

®)

The parties acknowledge and confirm that, under the FT Agency Agreement,
Seller has appointed Buyer as its agent, and Buyer has accepted such
appointment, for the sole purpose of making all nominations under the
TransCanada FT Contract during the term of the TransCanada STS Contract,
such that the same party (in this case Buyer) will make nominations under the
TransCanada FT Contract for service to the Storage Delivery Points (storage
injections), as well as nominations under the TransCanada STS Contract for
service to the Cornwall Delivery Point (storage withdrawals), in order to comply

with the administrative requirements of TransCanada’s Gas Accounting System.

As long as the FT Agency Agreement is in effect, Buyer will be responsible for,

and correspondingly releases Seller from, all obligations and functions under the
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TransCanada FT Contract that are associated with the daily nominations of
service thereunder and the allocation(s) of such nominations to the Delivery
Point(s), notwithstanding the provisions of the TransCanada FT Contract and the
TransCanada Tariff in respect of such obligations and functions. As a result,
Seller’s sole delivery obligation under Section 5.02 will be to tender for delivery
to TransCanada at the Empress Receipt Point, for Seller’s account under the
TransCanada FT Contract, volumes of gas corresponding to the Scheduled Daily
Delivery, together with the TransCanada Fuel Requirement if Seller is supplying
it pursuant to Section 5.03. All references to Seller delivering gas or tendering

gas for delivery to Buyer at the Delivery Point(s) shall be construed accordingly.

Either party has the right to terminate the FT Agency Agreement prior to the
expiry of the TransCanada STS Contract, by giving the other party a notice to

that effect, in the following events:

(i) the other party acts in a manner, vis-a-vis TransCanada, that adversely
affects the notifying party's rights and obligations under the TransCanada
FT Contract as a party thereto (in the case of Seller) or by virtue of the

FT Agency Agreement (in the case of Buyer); or

(ii)  TransCanada modifies its Gas Accounting System such. that the reason for
the FT Agency Agreement, as described in Paragraph 5.04(a), no longer

exists.

Seller has the right to terminate the FT Agency Agreement prior to the expiry of
the TransCanada STS Contract, by giving Buyer a notice to that effect, in the

following events:
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(i) Seller suspends deliveries of gas hereunder in accordance with Section
10.05; or

(i1) Buyer is materially in breach of the terms and conditions of this

Agreement.

Buyer’s activities in respect of the TransCanada FT Contract, under the authority
of the FT Agency Agreement or otherwise, will not be such as to cause or permit
any breach of the provisions thereof that would adversely affect Seller’s rights
and obligations thereunder. Buyer will indemnify and save Seller harmless
against and from all losses, costs, or liabilities incurred by Seller under the
TransCanada FT Contract as a result of such activities of Buyer, including

without limitation penalties under the TransCanada Tariff.

5.05 Administration of TransCanada FT Contract;

(a)

As long as the FT Agency Agreement is in effect, Buyer will utilize the service
entitlement under the TransCanada FT Contract in order to ship gas delivered to
TransCanada at the Empress Receipt Point, for Seller’s account pursuant to
Paragraph 5.04(b), for delivery at the Delivery Point(s) according to the
Scheduled Daily Delivery for any Day and/or for delivery elsewhere according
to the diversion(s) for the Day pursuant 1o Paragraph(s) 4.03(c) and/or 14.04(b).
If and whenever such nominated deliveries are less than the Daily Contract
Volume in effect for the Day hereunder, a corresponding amount of the service
entitlement in effect for the Day under the TransCanada FT Contract will be
deemed to be available for use by Seller in accordance with this Section 5.05, and
Buyer’s nomination for such lesser deliveries shall be deemed to be Buyer’s
notice to Seller that there is such an available service entitlement under the

TransCanada FT Contract for the Day. In this regard, Buyer will use reasonable
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efforts to finalize any nomination for such lesser deliveries as far in advance of
the deadline for diversion nominations under the TransCanada Tariff as may be
prudent in the light of prevailing market conditions in Buyer’s Existing Market

Area.

If and whenever there is such an available service entitlement under the
TransCanada FT Contract for any Day, Seller may indicate its intention to utilize
the available service entitlement by giving Buyer a notice to that effect, specifying
the amount(s) thereof and the applicable- delivery point(s) on TransCanada’s

pipeline system. In that event:

(i) Buyer will nominate the corresponding diversion(s) for the Day in
accordance with the TransCanada Tariff and will notify Seller as to

TransCanada's authorization of such nomination; and

(ii)  to the extent that TransCanada authorizes Buyer’s diversion nomination
for the Day, Seller will tender the corresponding volume(s) of gas for
delivery to TransCanada at the Empress Receipt Point during the Day, for
Seller’s account under the TransCanada FT Contract, together with the
fuel gas required by TransCanada in order to transport the authorized

volume(s) to the authorized delivery point(s).

Notwithstanding anything to the contrary contained in this Section 5.05, Seller’s
ability to utilize any available service entilement by means of such diversion(s)
will be subject to Buyer's ability to divert gas from the Comwall Delivery Point

to such delivery point(s) in accordance with the TransCanada Tariff.

Seller will be responsible for the payment of TransCanada’s commodity toll(s),
delivery pressure toll(s), and any other charges applicable to such diversions
under the TransCanada Tariff, but not for the payment of any portion of the
TransCanada Monthly Demand Toll.
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ARTICLE SIX
STORAGE AND RELATED TRANSPORTATION

6.01 Storage: Buyer intends to procure and maintain such storage service from Union,
Consumers Gas, and/or other storage providers as may be necessary to meet its gas purchase
obligations hereunder on an ongoing basis throughout the Term. To this end, Buyer procured,
by way of an assignment from Consumers Gas, a short term working storage entitlement from
Union and is now arranging storage service directly with Consumers Gas, in each case with
injection and withdrawal entitlements that correspond to Buyer’s service entitlement under the

TransCanada STS Contract.

6.02 Related Transportation: In addition to Buyer's service entitlements under the
TransCanada STS Contract and the Union M12 Contract, Buyer intends to procure and maintain
such storage-related transportation service from Union and/or other transporters as may be
necessary to meet its gas purchase obligations hereunder on an ongoing basis throughout the
Term. To this end, Buyer procured, by way of an assignment from Consumers Gas, a short
term westerly transportation service entitlement from Union and is now arranging westerly

transportation service directly with Union.

6.03 Level of Service: Buyer will use commercially reasonable efforts to obtain and maintain
the storage and related transportation services at the levels contemplated by Sections 6.01 and
6.02 throughout the Term; provided that any failure of Buyer to obtain and maintain such
services shall not relieve Buyer of its obligations hereunder, including without limitation the

obligation to pay the Monthly Demand Charge in accordance with Section 8.01.

6.04 Cooperation: Seller will endeavour in good faith to cooperate and work together with
Buyer, whenever reasonably requested to do so, by providing nonconfidential information on its
gas supply and transportation arrangements, in order to assist in Buyer maintaining the levels

of storage and related transportation services contemplated by Sections 6.01 and 6.02.
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6.05 TransCanada STS Contract: Seller and Buyer will endeavour in good faith to cooperate
and work together in doing all things necessary in order to maintain the TransCanada STS
Contract in effect throughout the Term. Buyer will be responsible for the payment of all tolls
and other costs payable to TransCanada in connection with service under the TransCanada STS
Contract and will indemnify and save Seller harmless against and from all claims of

TransCanada with respect thereto.

ARTICLE SEVEN
NECESSARY AUTHORIZATIONS

7.01 Necessary Authorizations:
(@) Buyer shall promptly apply for and diligently pursue the following authorizations:

(@) an order under section 3 of the Natural Gas Act (United States), amending
Buyer’s existing import authorization (Federal Power Commission Order
No. 347 issued August 8, 1961, as amended) as required in order for

Buyer to implement the transactions contemplated by this Agreement; and

(ii)  an approval of this Agreement under section 35 of the National Energy
Board Part VI Regulations (Canada).

() Each party confirms to the other party that, after Buyer receives the
_authorizations specified in Paragraph 7.01(a), the Regulatory Authorities will have
issued all authorizations that are necessary in order for such party to implement
the transactions contemplated by this Agreement and, except for the Licence (as
defined in Paragraph 7.01(c)), to carry on such transactions throughout the Term
(collectively, together with the Licence, the "Necessary Authorizations™).
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(c) Buyer in due course will apply for and diligently pursue a licence under Part VI
of the National Energy Board Act (Canada) authorizing Buyer to export daily,
annual, and total volumes corresponding to its requirements for System Gas for
the remainder of the Term (the "Licence®). In this regard, Seller will provide,
when reasonably requested by Buyer to do so, nonconfidential information on its
gas supply and transportation arrangements. If Buyer fails to obtain the Licence,
Buyer shall not be relieved of its obligations hereunder, including without
limitation the obligation to pay the Monthly Demand Charge in accordance with

Section 8.01; provided that Buyer shall be so relieved in the event that:

(i) Buyer fails to obtain the Licence for a reason that is related to Seller’s gas

supply; and

(i)  Buyer thereafier diligently seeks to renew or otherwise extend the
Necessary Authorizations that authorize Buyer to export gas on a short-

term basis but fails to do so for a similar reason.

7.02 Maintaining Necessary Authorizations: Buyer and Seller shall act in good faith and shall

use all commercially reasonable efforts to maintain and, if necessary, to renew or otherwise
extend all Necessary Authorizations, in order to permit the transactions contemplated by this
Agreement to be carried on throughout the Term. In this regard, Seller will provide, when
reasonably requested by Buyer to do so, nonconfidential information on its gas supply and

transportation arrangements.
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ARTICLE EIGHT
PRICE

8.01 Price Structure: The price to be paid by Buyer for gas delivered under this Agreement
(other than Overrun Gas, which will be priced in accordance with Paragraph 3.04(c)) will be
based on a two-part demand/commodity structure, plus fuel when applicable in accordance with
Section 5.03. For each Month during the Term, Buyer will pay Seller (subject to adjustment
in accordance with Sections 8.03, 8.04, and 14.04) a total price equal to the sum of the

following amounts:

Q) the Monthly Demand Charge determined in accordance with Paragraph
8.02(a); plus

(ii)  the Monthly Commodity Charge determined in accordance with Paragraph
8.02(b); plus

(i) the Monthly Fuel Charge determined in accordance with Paragraph
8.02(c).

All billings and payments hereunder will be in Canadian currency.

8.02 Price Components: The price components referred to in Section 8.01 will be determined
as follows:
(a) nth mand Char,

The "Monthly Demand Charge” for any Month will be an amount equal to the
product obtained by multiplying:
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a fraction with a numerator equal to the sum (in 10°m’) of the Daily
Contract Volumes in effect for each Day of the Month and a denominator

equal to the number of Days in the Month; by

the sum of

(A) the TransCanada Monthly Demand Toll in effect for the Month;
plus

(B) the NOVA Monthly Demand Toll in effect for the Month.

The "Monthly Commodity Charge™ for any Month will be an amount equal to the

sum of the values of "MCC" (expressed in dollars and cents) that are derived by

solving the following equation for the Delivery Point(s) individually:

MCC = MV x [(GP - 12/365 NDT) + TCT]

Where:

“MV" represents the total volume of gas tendered for delivery at the

Delivery Point(s) during the Month;

“GP" represents the Gas Price in effect for the Month in accordance with
Section 8.03, converted to and expressed in dollars per 10°m’ using the
applicable average heating value for the Month;
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"NDT* represents the NOVA Monthly Demand Toll in effect for the
Month; and

"TCT" represents the TransCanada Commodity Toll in effect for the
Month.

The "Monthly Fuel Charge® for any Month in a Contract Year in which Seller
supplied all or part (as make-up fuel gas) of the TransCanada Fuel Requirement

in accordance with Section 5.03 will be an amount obtained as follows:

(i) if Seller supplied all of the TransCanada Fuel Requirement pursuant to
Paragraph 5.03(b), the product obtained by multiplying the volume of the
TransCanada Fuel Requirement so supplied during the Month by the Fuel
Price in effect for the Month in accordance with Paragraph 5.03(b),
expressed as and converted (if necessary) to a price in dollars per 10°m?
using the average heating value for gas delivered to TransCanada, for
Seller’s account under the TransCanada FT Contract, at the Empress
Receipt Point during the Month; or

(ii)  if Seller supplied only part of the TransCanada Fuel Requirement in order
to make up a fuel deficiency pursuant to Paragraph 5.03(a) or 5.03(c), the
product obtained by multiplying the volume of the make-up fuel gas so
supplied during the Month by the Gas Price in effect for the Month in
accordance with Section 8.03, converted to and expressed in dollars per
10°m® using the average heating value for gas delivered to TransCanada,
for Seller’s account under the TransCanada FT Contract, at the Empress

Receipt Point during the Month,
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8.03 Determination of Gas Price: The “Gas Price” in effect for any Month will be an amount

equal to the Consumers Gas Average Price in effect for the Month, which will be determined

as follows;

(@)

(b)

(c)

The “Consumers Gas Long Term Contracts” for any Month will comprise all of
the contracts entered into by Consumers Gas with suppliers (other than Affiliates)
that are in effect during the Month for the purchase of gas produced in Western
Canada, on a firm and year-round basis, for resale to sales service customers in
Ontario, including Gazifere Inc. but excluding customers of Consumers Gas or
Gazifere Inc. who have direct purchase arrangements similar to the Direct
Purchase Arrangements hereunder, and that have an initial primary term

(exclusive of renewals, extensions, or reductions) of 10 or more years.

The “Consumers Gas Average Price” for any Month will be equal to the weighted
average price (in dollars per gigajoule) that is derived from the prices payable by
Consumers Gas for gas purchased under all of the Consumers Gas Long Term
Contracts during the Month, on the assumption that Consumers Gas will purchase
its entire entitlement under each such contract during the Month and with such
prices being weighted proportionately in accordance with the firm daily contract
volumes available to Consumers Gas under each such contract on each Day of the
Month. Such prices shall include both the demand (if any) and the commodity
components applicable to the gas per se but shall exclude any non-gas
components, such as transportation charges (or the reimbursement thereof) for

any gas sold under a delivered service.

On or before the Business Day immediately prior to the first Day of each Month,
Buyer will provide (or cause Consumers Gas to provide) Seller with a written
statement showing the projected Consumers Gas Average Price for the Month;

provided that Buyer will endeavour to provide (or cause Consumers Gas to
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provide) such statement by the 15th day of the preceding Month. Seller shall use
the projected Consumers Gas Average Price shown in such statement for the
purpose of preparing its invoice for the Month pursuant to Section 10.01, unless
the actual Consumers Gas Average Price for the Month varies from the projected
Consumers Gas Average Price. In that event, on or before the last Business Day
of the Month, Buyer will provide (or cause Consumers Gas to provide) Seller
with another written statement showing the actual Consumers Gas Average Price
for the Month; provided that Buyer will endeavour to provide (or cause
Consumers Gas to provide) the statement as soon as the actual Consumers Gas
Average Price is determined.  Seller shall then use the actual Consumers Gas
Average Price shown in such statement for the purpose of preparing its invoice

for the Month pursuant to Section 10.01.

(d)  Buyer will cause Consumers Gas to give Seller an Audit Right in respect of the

calcutation of the Consumers Gas Average Pnce.

8.04 Diversion Adjustment: If gas is diverted by or for Buyer in any Month pursuant to
Paragraph 4.03(c), Section 5.02 (to the Iroquois Delivery Point), and/or Paragraph 14.04(b), the
total price payable by Buyer for the Month, as otherwise determined pursuant to this Article
Eight, will be adjusted by an amount equal to any increase or decrease, as the case may be, in
the transportation tolls (including without limitation any delivery pressure tolls) that Seller is

obligated to pay to TransCanada as a result of any such diversion.

8.05 Minimum Monthly Bijll: From and after the Effective Date, Buyer’s minimum bill
hereunder for any Month shall be the Monthly Demand Charge for the Month.
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ARTICLE NINE
PRICE REDETERMINATION

9.01 Redetermination Notice:

(a) No earlier than the first Business Day of July and no later than the first Business
Day of September immediately preceding the second and any subsequent Contract
Year, either party may give a notice to the other (a "Redetermination Notice™)
requiring the redetermination of the Gas Price component of the Monthly
Commodity Charge that will be applicable during such Contract Year. For
greater certainty, the two-part demand/commodity pricing structure and the
components of that structure other than the Gas Price will not be subject to

redetermination, either by agreement or arbitration.

(b) If a Redetermination Notice is given, the parties will meet promptly and at
reasonable intervals to negotiate in good faith for the purpose of reaching
agreement on a Gas Price component that, in the market circumstances then
prevailing, is fair to both parties, taking into consideration each of the Arbitration
Criteria (as defined in Section 9.05).

9.02 Arbitration: If the parties are unable to reach agreement on the redetermined Gas Price
component within 60 days of the date on which a Redetermination Notice was given in
accordance with Section 9.01, then at any time thereafter, but prior to the last Business Day of
November next following the giving of the Redetermination Notice, either party may require that
the redetermination of the Gas Price component be submitted to binding commercial arbitration
in accordance with Article Fifteen, by giving the other party a notice to that effect in accordance
with Section 15.02.

/-‘----'---ﬁ-




9.03  Producer Approvals:

(a)

®)

©

If the parties reach agreement on the redetermination of the Gas Pnce in
accordance with Section 9.01, Seller shall promptly use all reasonable efforts in
order to obtain from the Alberta Petroleum Marketing Commission an
unconditional finding of producer support for the redetermined Gas Price
component, if so required by the applicable provisions of the Natural Gas
Marketing Act (Alberta), and to obtain any other producer approvals that may be

required at such time.

If Seller obtains the finding and the other approvals referred to in Paragraph
9.03(a) within 30 days of the date on which the parties reached agreement on the
redetermination of the Gas Price component, the redetermined Gas Price
component shall become effective without further conditions. If Seller does not
do so prior to the first Day of the applicable Contract Year, then the Gas Price
component previously in effect will remain in effect until Seller does so.
Thereafter, Seller shall retroactively adjust its invoices, and the parties shall
promptly make all resulting payment adjustments in 'order to effectively
implement the redetermined Gas Price component effective as of and from the
first Day of the Contract Year.

If Seller does not obtain the finding and the other approvals referred to in
Paragraph 9.03(a) within 30 days of the date on which the parties reached
agreement on the redetermination of the Gas Price component, then at any time
thereafter, but prior to the last Business Day of the Month next following the
expiry of such 30 day period, either party may require that the redetermination
of the Gas Price component be submitted to binding commercial arbitration in
accordance with Article Fifteen, by giving the other party a notice to that effect
in accordance with Section 15.02.
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9.04 Cancelled Price Redetermination: If neither party gives a timely notice requiring
arbitration as provided in Section 9.02 or Paragraph 9.03(c), the price redetermination shall be
automatically cancelled and the Redetermination Notice shall thereupon cease to have any force
and effect whatsoever. Instead, the method of determining the Gas Price component that was
in effect at the time of the Redetermination Notice will remain in effect throughout the Contract

Year in respect of which the Redetermination Notice was given.

9.05 Arbitration Criteria: If the Gas Price component is required to be redetermined by
arbitration pursuant to Section 9.02 or Paragraph 9.03(c), the Arbitrator(s) (as defined in Section
15.04) shall determine the Gas Price component that, in the market circumstances then prevailing
and in the opinion of the Arbitrator(s), is fair to both Seller and Buyer. The determination of
the Arbitrator(s) shall be based upon, and shall give due consideration to, each of the following
matters (the "Arbitration Criteria”), to the extent that evidence is adduced with respect thereto
by the parties in the arbitration:

1. the prices being paid by gas purchasers in North American gas market areas
(other than Buyer's Existing Market Area) for gas service from Alberta, British

Columbia, and Saskatchewan suppliers;

2. the prices being paid by Buyer or its customers for other Canadian gas or U.S.

gas that is delivered to the Existing Market Area; and

3. the prices of substitutable energy sources that compete with gas for various end-
uses of gas in Buyer's Existing Market Area, taking into account any differences

between the efficiencies of gas and those substitutable energy sources;

provided that, in considering such matters, the Arbitrator(s) shall also take into account the
following matters, to the extent that evidence is adduced by the parties in the arbitration:
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the time at which the prices were agreed to between the respective buyers and

sellers;

differences in transportation costs relevant to establishing a point of comparison

at the relevant receipt points on TransCanada’s pipeline system,

the similarities and dissimilarities between the service(s) provided hereunder and
the sale and transportation arrangements under which other gas is being sold for
consumption or use in Buyer’s Existing Market Area and in other North
American markets or under which substitutable energy sources are being sold for
consumption or use in Buyer's Existing Market Area, including in particular but
not limited to the similarities and dissimilarities between the quality of service and
the security of supply provided hereunder and provided under such other

arrangements; and

any other considerations in respect of which relevant evidence is adduced by the

parties.

9.06 Timing:

(@)

If the Gas Price component is required to be redetermined by arbitration, and the
arbitration has been concluded prior to the first Day of the applicable Contract
Year, the redetermined Gas Price component will come into effect on such first
Day. If, however, the arbitration has not been concluded on or before the first
Day of the applicable Contract Year, the Gas Price component that was in effect
for the preceding Contract Year shall remain in effect, subject to adjustment in
accordance with Paragraph 9.06(b), until the Gas Price component is

redetermined by arbitration.
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For the purposes of this Paragraph 9.06(b), an arbitration shall be deemed to have
commenced on the date that a notice requiring arbitration is given in accordance
with Section 15.02. If an arbitration has been commenced but has not been
concluded prior to the first Day of the applicable Contract Year, Seller shall
retroactively adjust its invoices to Buyer, and the parties shall promptly make all
resulting payment adjustments, for the period during the Contract Year prior to
the conclusion of the arbitration so as to retroactively implement for such period

the Gas Price component that is ultimately determined by arbitration.

However, if an arbitration is commenced after the first Day of the applicable
Contract Year, Seller shall retroactively adjust its invoices only for the period
commencing on the day on which the arbitration was commenced and ending

upon the conclusion of the arbitration.

Any Gas Price component that is redetermined by arbitration shall come into

effect in accordance with this Section 9.06 without conditions.

ARTICLE TEN
BILLINGS AND PAYMENTS

10.01 Invoices: Seller shall deliver to Buyer, on or before the 15th day of each month (the
*Billing Month"), an invoice for the preceding Month (the "Delivery Month") showing for the
Delivery Month the total amount payable by Buyer for gas service hereunder, and the derivation

of such total amount, including the following information:

the Monthly Demand Charge payable in respect of the Delivery Month and details
of the calculation thereof in accordance with Paragraph 8.02(a), including the
TransCanada Monthly Demand Toll and the NOVA Monthly Demand Toll in
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effect for the Delivery Month, and the Daily Contract Volume in effect for each
Day of the Delivery Month;

the Monthly Commodity Charge payable in respect of the gas tendered for
delivery at the Delivery Point(s) during the Delivery Month, in accordance with
Buyer's nominations, and details of its calculation in accordance with Paragraph
8.02(b), including:

(i) the total volume of gas so tendered for delivery during the Delivery
Month, expressed in 10°m?;

(i)  the Gas Price in effect for the Delivery Month (including particulars of its

calculation as an amount in dollars per 10°m?); and

(iti)  the TransCanada Commodity Toll and NOVA Monthly Demand Toll in
effect for the Delivery Month;

for each Delivery Month in which Seller supplied all of the TransCanada Fuel
Requirement pursuant to Paragraph 5.03(b), the Monthly Fuel Charge and details

of its calculation in accordance with Paragraph 8.02(c), including

() the volume of the TransCanada Fuel Requirement so supplied during the
Delivery Month; and

(i) the Fuel Price in effect for the Delivery Month (including particulars of

its calculation as an amount in dollars per 10°m?);

for each Delivery Month in which Seller supplied only part of the TransCanada

Fuel Requirement in order to make up a fuel deficiency pursuant to Paragraph
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5.03(a) or 5.03(c), the Monthly Fuel Charge and details of its calculation in

accordance with Paragraph 8.02(c), including

(i) the volume of the make-up fuel gas so supplied during the Delivery
Month; and

(ii)  the Gas Price in effect for the Delivery Month (including particulars of its

calculation as an amount in dollars per 1°m?);

for each Delivery Month in which Seller diverted gas for Buyer pursuant to
Paragraph 4.03(c), Section 5.02 (to the Iroquois Delivery Point), and/or
Paragraph 14.04(b), any adjustment of the total amount payable by Buyer in

accordance with Section 8.04, including particulars of its calculation;

for each Delivery Month in which Seller delivered Overrun Gas, the volume of
such Overrun Gas, and the total amount payable in respect thereof, including

particulars of its calculation, as determined in accordance with Section 3.04; and

any adjustment of an amount payable under a previous invoice, including

particulars of its calculation.

10.02 Payment by Buyer:

()

Buyer shall pay Seller, on or before the 25th day of the Billing Month, the full
amount shown in the invoice for the Delivery Month. In the event that the 25th
day of the Billing Month is not a Business Day, Buyer shall pay Seller on or
before the Business Day immediately prior to the 25th day of the Billing Month.
(The date upon which payment becomes due in respect of a Delivery Month in
accordance with this Paragraph 10.02(a) is the "Payment Date".)
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(d)  If Buyer does not receive Seller’s invoice until after the 15th day of a Billing
Month, then (except as otherwise provided in this Paragraph 10.02(b)) the
Payment Date shall be extended to the day that is the 10th day after receipt of the
invoice by Buyer. If such day if not a Business Day, the Payment Date shall be
extended to the Business Day immediately preceding such 10th day.
Notwithstanding the foregoing, if Seller is unable to render any invoice wholly
or partly as a result of the failure of Buyer to provide information required
therefor in a timely manner, then there shall be no such extension of the Payment
Date and Seller may make (but shall not be required to do so) reasonable
estimates of the information that Buyer has failed to provide and deliver an
invoice based on such estimates and such estimated invoice shall be binding on
Buyer, subject to adjustment upon Buyer subsequently providing such

information.

10.03 Audit Rights: Each party shall have an Audit Right relative to the other party and its
Affiliates to the extent necessary to verify the accuracy of any invoice, payment, or any

computation pertaining to the sale and purchase of gas hereunder.

10.04 Interest on Late Payments: If Buyer fails to pay all of the amount of any invoice when
such amount is due, and such amount or the unpaid portion thereof is not successfully disputed

by Buyer, simple interest shall accrue at a rate of one percent per annum plus the prime rate
per annum announced from time to time by Canadian Imperial Bank of Commerce for Canadian
dollar commercial loans made in Canada ("the Interest Rate”) on the unpaid portion of the

invoice from the Payment Date to the date on which such amount is paid, and shall be payable

on demand.

10.05 Suspension of Deliveries: If the failure to pay referred to in Section 10.04 continues for

10 days after the Payment Date, in addition to any other remedies Seller may have under this
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Agreement or otherwise at law, Seller may thereafter suspend further deliveries of gas hereunder

until such amount (inclusive of accrued interest) is paid; provided that,

(a)

(®)

in order for Seller to have the right to suspend deliveries, Seller must first give
a notice to Buyer, after the Payment Date and at least five days prior to any such
suspension, stating Seller’s intention to suspend deliveries and giving Buyer the

right to pay such amount (inclusive of interest) within such five day period; and

if Buyer in good faith disputes the amount of any such invoice or part thereof and
pays to Seller such amounts as Buyer concedes to be correct, and if at any time
thereafter within 20 days of a demand made by Seller, Buyer furnishes or causes

to be furnished a good and sufficient letter of credit or surety bond satisfactory

to Seller, securing or guaranteeing payment to Seller of the amount ultimately

found due upon such invoice after a final determination that may be reached
either by agreement of the parties or by binding commercial arbitration pursuant
to Article Fifteen, then Seller shall not be entitled to continue to suspend
deliveries because of such nonpayment unless and until Buyer defaults in the
payment of the fees or premiums for or on the conditions of such letter of credit
or bond.

10.06 Billing/Payment Adjustments: If it is found that, at any time or times, Buyer has been
overcharged or undercharged in any form whatsoever and Buyer has actually paid the invoices
containing such overcharge or undercharge then, within 30 days after the final determination
thereof, Seller shall refund the amount of any such overcharge with interest thereon at the
Interest Rate from the date such overcharge was paid until the date of refund. (If such refund
with interest is made by a credit on an invoice presented by Seller to Buyer, then the date of
refund shall be deemed to be the Payment Date.) Buyer shall pay the amount of any such
undercharge but without interest, unless such undercharge was the result of incorrect or deficient

information being provided to Seller by Buyer, Consumers Gas, or their Affiliates. If an error
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is discovered in the amount billed in any invoice delivered by Seller, such error shall be adjusted
within 30 days of the determination thereof; provided that any claim therefor shall be made
within 60 days from the date of discovery of such error by the party seeking adjustment, and
in any event prior to the end of the Contract Year that next follows the date of payment of the
amount found to be incorrect. The provisions of this Section 10.06 shall survive the termination

of this Agreement.

ARTICLE ELEVEN
SUPPLY COMMITMENT

11.01 Definitions: For the purposes of this Article Eleven, the following terms will be

construed to have the following meanings:
(a) "Long Term Sales Contracts” means all firm gas sales contracts:
() between Seller and any buyer of gas from Seller (other than TransCanada)
that provide for the sale of gas from the Supply Pool (as defined in

Paragraph 11.01(c)); or

(i)  between TransCanada and any buyer of gas (other than Seller) from
TransCanada that provide for the sale of gas from the Supply Pool,

that are in effect from time to time during the Term and provide for an initial

primary term of 10 or more years.

(b) *Short Term Sales Contracts” means all gas sales contracts:
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(1) between Seller and any buyer of gas from Seller (other than TransCanada)

that provide for the sale of gas from the Supply Pool; or

(i1) between TransCanada and any buyer of gas from TransCanada (other than

Seller) that provide for the sale of gas from the Supply Pool,

other than Long Term Sales Contracts, that are in effect from time to time during

the Term.

(c) "Supply Pool"” means, at any time, the aggregate supply of natural gas producible
from the gas reserves that are (but only to the extent that they are) exclusively
dedicated at the time by gas producers to the performance of TransCanada’s
purchase contracts with them, and of Consolidated Natural Gas Limited’s gas
purchase contracts with them relative to the gas that Consolidated Natural Gas
Limited sells to TransCanada.

11.02 Supply Pool: Buyer acknowledges that Seller and TransCanada deliver gas from the
Supply Pool under all Long Term Sales Contracts and Short Term Sales Contracts and that Seller
pays producers a price for gas produced in each Month that is 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 being "Selier's Netback Purchase Arrangement”).
Buyer further acknowledges that, as such reserves are depleted, the volumes of gas available
from the Supply Pool, without further reserve additions, may become insufficient to meet, on
a sustained basis, the daily delivery requirements under all Long Term Sales Contracts and
Short Term Sales Contracts. In anticipation of such event, Seller and TransCanada shall in good
faith use all reasonable efforts from time to time to add newly contracted gas reserves to the

Supply Pool for purchase within Seller’s Netback Purchase Arrangement (it being understood



11.03 Supply Notices:

(a) Not later than the first Day of April immediately following the end of each
Contract Year of the Term, Seller shall, by written notice (the "Supply Notice"),
advise Buyer of the RR/P for each Contract Year of the Projection Period,
calculated using Seller’s best estimates, and shal! include therewith, to the extent
compatible with Seller’s and TransCanada's reasonable needs to retain certain
information as confidential for marketing purposes, full details of the reserves and

production levels used in making such calculation.

(b)  Seller shall deliver to Buyer with each Supply Notice a certificate prepared by
Sproule and Associates Ltd., or such other qualified independent consultant as
may be designated by Seller, subject to the approval of Buyer, acting reasonably,
that certifies the concurrence of such consultant with Seller’s calculation of the
RP/P for each Contract Year of the Projection Period, and the reserve and

production estimates upon which such calculations are based.

11.04 Restrictions on New Sales Contracts: Seller and TransCanada shall not:

(@)  during any Contract Year in which the RR/P for any Contract Year of the most
recently reported Projection Period is less than 10, enter into any new,

replacement, or extension gas sales contracts involving the Supply Pool; and

(b)  during any Contract Year in which the RR/P for any Contract Year of the most
recently reported Projection Period is 10 or more, enter into new, replacement,
or extension gas sales contracts involving the Supply Pool such that the RR/P for
any such Contract Year, recalculated to take such new, replacement, or extension

contracts into account, would be less than 10.
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11.05 Curntailment of Deliveries: If, notwithstanding Seller’s and TransCanada’s efforts to add

newly contracted gas reserves to the Supply Pool in accordance with Section 11.02, the total

volume of gas available from the Supply Pool in any Day is insufficient to enable Seller and

TransCanada to deliver the total volumes of gas requested for such Day by buyers under all

Long Term Sales Contracts and Short Term Sales Contracts:

(a)

®)

(c)

Seller shall fully curtail deliveries and cause TransCanada to fully curtail
deliveries for the Day under all Short Term Sales Contracts before curtailing
deliveries under all Long Term Sales Contracts in order that full deliveries under

all Long Term Sales Contracts may be maintained;

Seller and TransCanada shall be entitled, after fully curtailing deliveries for the
Day under all Short Term Sales Contracts, to prorate the volume of gas then
available for the Day from the Supply Pool among all Long Term Sales
Contracts. Buyer’s share ("Buyer’s Pro-Rata Share”) of such prorated daily

volume under this Agreement shall be the lesser of:

(i) the proportion of the prorated available daily volume that the applicable
Daily Contract Volume for the Day bears to the aggregate daily contract
volume under all Long Term Sales Contracts for the Day; and

(i)  Buyer’s Scheduled Daily Delivery for the Day; and
Once curtailment of all Long Term Sales Contracts has occurred under Paragraph

11.05(b), Seller and TransCanada shall continue to fully curtail all Short Term
Sales Contracts until the RR/P is 10 or more.

11.06 Seller's Nominations: For each Day, Seller shall nominate (or cause TransCanada to

nominate) a volume of gas for delivery by the suppliers of gas to the Supply Pool that is not less
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than the aggregate daily volume of gas requested for delivery on such Day by buyers under all

Short Term Sales Contracts (until fully curtailed) and all Long Term Sales Contracts.

11.07 Exclusion of Seller’s Liability: Seller and TransCanada shall not be liable to Buyer for
damages resulting from failure to deliver the Scheduled Daily Delivery in any Day if:

(@)

(b)

©

(@)

the Supply Notices issued in each of the three Contract Years preceding the
Contract Year in which such Day occurs (the "Deficiency Year") stated that the
RR/P for the Deficiency Year would be less than 10;

Seller and TransCanada shall have complied with their obligations under Sections
11.02, 11.04, and 11.05;

Seller and TransCanada shall have complied with their obligations for the Day

under Section 11.06; and

Seller shall not have restored the RR/P for the Contract Year to 10 or more

pursuant to Section 11.09,

For greater certainty, this Section 11.07 is not intended to relieve Seller from liability

to Buyer for damages that arise as a result of Seller’s failure to comply with any provision of

this Agreement, except as expressly provided in this Section 11.07.

11.08 Reduction of Daily Contract Volume:

(@)

For any Day in which Seller is exercising its right hereunder to deliver to Buyer
its Pro-Rata Share of available gas supply, but subject to Paragraph 11.08(b), the
applicable Daily Contract Volume for the Day shall be reduced to a volume that
is equal to Buyer’s Pro-Rata Share for the Day; provided that for the purposes of
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calculating Buyer’s Pro-Rata Share under Paragraph 11.05(b), the Daily Contract
Volume that would otherwise be in effect for the Day shall be used.

Buyer shall be entitled to purchase from other suppliers the difference between
the Daily Contract Volume that would otherwise be in effect for the Day and
Buyer's Pro-Rata Share for the Day, if Seller is exercising its right to deliver
Buyer's Pro-Rata Share in the Day in accordance with Paragraph 11.05(b). If
Buyer makes arrangements to purchase gas from other suppliers, and if such gas
is delivered by or for Buyer to Seller at a receipt point specified in the
TransCanada FT Contract, a corresponding portion of Seller’s service entitlement
under the TransCanada FT Contract will be used in order to ship such gas to the
Delivery Point(s). To the extent that Seller’s service entitlement is so used in any
Day, the reduction in the Daily Contract Volume for the Day provided in
Paragraph 11.08(a) shall be adjusted accordingly for the sole purpose of
determining the Monthly Demand Charge.

11.09 Curative Period/Alternate Supplies:

(a)

If during the Term Buyer receives a Supply Notice that shows that the RR/P for
a specific Contract Year in a Projection Period, as determined in accordance with
Section 11.02, is less than 10 (the earliest such Contract Year in the Projection
Period showing an RR/P below 10 being the "Forecast Year"), Seller and
TransCanada shall have two years from the date of delivery of the Supply Notice
within which to contract for new reserves in accordance with Section 11.02, in
order to increase the RR/P for the Forecast Year to at least 10; failing which
Buyer may, at its option, arrange to acquire gas from other suppliers (the
*Alternate Supplies”) to commence delivery on the first Day of the Forecast
Year, equal to all or part of the Daily Contract Volume, as determined in Buyer’s

sole discretion. Commencing with the first Day for which Buyer schedules and
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receives the Alternate Supplies, the Daily Contract Volume that would otherwise
be in effect shall be reduced, for the remainder of the Term, by a volume equal
1o the aggregate daily contract volume applicable to the Alternate Supplies.

()  If Buyer arranges for the Alternate Supplies, Seller will assign to Buyer, for the
remainder of the Term, a portion of its service entilement under the TransCanada
FT Contract corresponding to the aggregate daily contract volume applicable to
the Alternate Supplies. The form of the assignment will be substantially similar
to Schedule "A" hereto, modified as required under the circumstances.

ARTICLE TWELVE
QUALITY AND MEASUREMENT

12.01 Quality Specifications: Seller will ensure that the quality of gas delivered hereunder at
the Delivery Point(s) and, in the case of Overrun Gas and the TransCanada Fuel Requirement,
at the Empress Receipt Point conforms to the quality specifications set out in the TransCanada
Tariff.

12.02 Quality Deficiencies: If the gas tendered for delivery by Seller at the Delivery Point(s)
and, in the case of Overrun Gas and the TransCanada Fuel Requirement, at the Empress Receipt
Point shall fail at any time to meet the quality specifications referred to in Section 12.01, then
Buyer shall notify Seller of such deficiency and thereupon may, at Buyer's option, refuse to
accept delivery of such gas pending correction thereof. If Seller fails to promptly remedy such
deficiency in quality, Buyer may receive such gas and may make changes necessary to bring
such gas into conformity with such specifications, and (upon receipt of invoices properly
evidencing the particulars of such expenses) Seller shall reimburse Buyer for any reasonable

expense incurred by Buyer in effecting such changes.
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12,03 Measurement and Testing: The gas to be delivered under this Agreement shall be
measured as to volume and gross heating value and tested as to quality by TransCanada in
accordance with the TransCanada Tariff. All such measurements and tests made by
TransCanada (including any corrections thereof in accordance with the TransCanada Tariff) shall
be binding on Seller and Buyer as to the gas delivered by Seller to Buyer at the Delivery
Point(s).

12.04 Buyer's Checks: Upon written request by Buyer, Seller shall make arrangements so that
Buyer (or Buyer’s agent for the receipt of gas delivered hereunder) may instali, maintain, and
operate, at its own expense, such check measuring equipment as desired at or near the Delivery
Point(s), provided that such equipment shall be so installed as not to interfere with the operation
of the equipment of TransCanada or any other Person. Seller shall make all necessary
arrangements to ensure that Buyer will have access to the meter charts and other data that it may
reasonably require in connection with deliveries of gas hereunder and that Buyer will have access
to the Delivery Point(s) to install its measuring equipment and do such other things as it has the

right to do hereunder.

ARTICLE THIRTEEN
POSSESSION, TITLE AND WARRANTY

13.01 Possession and Control: Possession of and title to gas sold by Seller to Buyer hereunder
shall pass to Buyer at the Delivery Point(s). As between the parties hereto, until such delivery,
Seller shall be deemed to be in control and possession of, and to have title to and responsibility
for, such gas, and after such delivery, Buyer shall be deemed to be in control and possession

of, and to have title to and responsibility for, such gas.

13.02 Title: At the time of delivery, Seller will cause good and marketable title to all gas
delivered hereunder to pass to Buyer free and clear of all liens, encumbrances, and claims

whatsoever. Seller shall indemnify Buyer and save Buyer harmless from all suits, actions, debts,
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accounts, damages, costs, losses, and expenses arising from or out of adverse claims of any or

all Persons to such gas or to royalties, taxes, licence fees or charges therein, that are applicable

before possession of and title to such gas passes to Buyer.

13.03 Taxes and Duties:

(a)

(b)

Buyer shall be responsible for the payment of all taxes, fees, and duties, including
without limitation all federal and provincial sales taxes, goods and services taxes
(including the GST), or similar taxes exigible in connection with the purchase of
gas by Buyer pursuant to this Agreement, and the transportation of such pas for
delivery to Buyer (whether such taxes are payable by Buyer directly or are 10 be
collected and remitted by Seller, which Seller shall do in respect of the GST if
paid by Buyer), and all taxes, duties or other amounts payable to Regulatory
Authorities in connection with the export from Canada and the import into the
United States of such gas, and shall indemnify Seller and save Seller harmless
from all suits, actions, debts, accounts, damages, costs, losses, and expenses

arising with respect thereto.

With respect to the GST, the parties acknowledge that the supply of gas by Seller
to Buyer hereunder may qualify as a zero-rated supply for GST purposes, on the
basis that the supply of such gas is made by a person (Seller) to a recipient
(Buyer) who intends to export the gas by pipeline (the Cornwall Pipeline) in the
manner contemplated by section 15 of Part V of Schedule VI to the Excise Tax
Act (Canada). Seller will endeavour in good faith to co-operate and work
together with Buyer in order to qualify the supply of such gas as a zero-rated
supply, and for this purpose Buyer will endeavour to provide timely
documentation and other evidence that is sufficient to satisfy the relevant
requirements of the taxing authorities from time to time. In any case where

Buyer’s documentation and other evidence is not, in Selier’s opinion (acting
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reasonably), sufficient to qualify the supply of such gas as a zero-rated supply,
Buyer will pay Seller the full amount of the GST that would be exigible in the
absence of such qualification. Buyer acknowledges that the supply of gas
hereunder may be audited or reassessed by the taxing authorities, with the result
that Seller may become liable to pay additional amounts of the GST, together
with penalties and/or interest. If Seller becomes so liable, and if Seller has
previously satisfied its obligation to promptly remit to the appropnate
governmental authority all amounts received from Buyer on account of the GST
in connection with the supply of gas hereunder, Buyer will indemnify and save
Seller harmless from and against any such liability, together with any reasonable

related costs incurred by Seller.

ARTICLE FOURTEEN
FORCE MAJEURE

14.01 Effect/Definition:

(a)

®)

Except as otherwise provided in this Article Fourteen, if either party fails to
perform any of its obligation(s) hereunder and such failure has been caused by or
is a consequence of any event(s) of force majeure (as defined in Paragraph
14.01(b)), then such failure will not be deemed to be a breach of this Agreement,
and such obligation(s) shall be suspended during the continuance of the event(s)

of force majeure.

As used herein, the term “force majeure” means acts of God, strikes, lockouts or
other industrial disturbances, acts of the public enemy, wars, blockades,
insurrections, riots, epidemics, landslides, lightning, earthquakes, fires, storms,
floods, washouts, arrests and restraints of governments and people, civil

disturbances, explosions, breakage or accident to machinery or lines of pipe, the
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necessity for making repairs to or alterations of machinery or lines of pipe,
freezing of lines of pipe, inability to obtain materials, supplies, permits or labour,
any laws, orders, rules, regulations, acts or restraints of any governmental body
or authority, civil or military, any act or omission (including failure to deliver or
receive gas) of a supplier of gas to Seller or TransCanada or a transporter of gas
for Seller (including NOVA and TransCanada) or for Buyer (including
TransCanada by virtue of the FT Agency Agreement, Niagara, and Iroquois) that
is excused by any event or occurrence of the character defined herein or defined
in such transporter’s tariff as constituting force majeure and any act or omission
by Persons not controlled by the party having the difficulty, and any other cause
whether of the kind enumerated herein or otherwise, that affects deliveries or
receipts of gas as contemplated in this Agreement and that is not within the
control of the party claiming suspension and that such party is unable to prevent
or overcome by the exercise of due diligence, including without limitation those

affecting Buyer’s distribution system.

Notwithstanding Paragraph 14.01(a), the following events shall not be events of
Jorce majeure and shall not be deemed to frustrate this Agreement or to render
performance hereunder impossible: (i) a party’s lack of funds or other financial
inability; (ii} an event caused or contributed to by the negligence or contributory
negligence of the party claiming suspension; and (iii) a failure or inability of

Buyer to resell or distribute gas due to loss of markets.

14.02 Notice/Efforts to Remedy:

(a)

The party claiming suspension of its obligation(s) pursuant to this Article
Fourteen shall promptly give the other party notice of the force majeure event(s),
including reasonably full particulars thereof. The party claiming suspension of

its obligation(s) shall promptly remedy the cause of the force majeure event(s)
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insofar as it is reasonably able to do so; provided that the terms of a settlement
of any strike, lockout or other labour disturbance affecting the party claiming
suspension of its obligation(s) hereunder by reason thereof shall be wholly in the

discretion of that party.

Notwithstanding Paragraph 14.01(a), an event of force majeure affecting the
performance of this Agreement by either party will not relieve such party of its
obligations hereunder if it fails to comply with Paragraph 14.02(a).

14.03 Curtailment and Prorating:

(a)

®)

If in any Day, as a result of an event of force majeure, Seller is rendered unable,
wholly or in part, to deliver the volumes of gas that Buyer and other buyers of
gas from Seller have requested for the Day, then Seller shall curtail delivenes to

Buyer and such other buyers in the following order of prionty:

(i) first, under all interruptible gas sales contracts until deliveries are fully
curtailed; and

(i)  secondly, under all firm gas sales contracts, including this Agreement, that

are affected by the event of force majeure.

To the extent that Seller is required by such an event of force majeure to curtail
deliveries under this Agreement and other firm gas sales contracts, such deliveries
will be curtailed, to the extent practicable, on a pro-rata basis so that Buyer will
receive an amount of gas (up to but not exceeding the Scheduled Daily Delivery)
equal to the product obtained by multiplying (i) the total amount of gas that Seller
is able to deliver to Buyer hereunder and to the buyers under such other firm gas

sales contracts by (ii) a fraction with a numerator equal to the Daily Contract
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Volume and a denominator equal to the sum of the Daily Contract Volume and

the daily contract volumes under such other firm gas sales contracts.

14.04 Billing Adiustments;

(@ If Seller fails to tender the entire Scheduled Daily Delivery for delivery in any
Day by reason of an event of force majeure, the Monthly Demand Charge will
be adjusted by reducing the Daily Contract Volume for the Day to a volume that
is equal to the Daily Contract Volume multiplied by a fraction with a numerator
equal to the volume tendered for delivery by Seller at the Delivery Point(s) in the
Day and a denominator equal to the Scheduled Daily Delivery for the Day.

(b)  If Buyer fails to receive the entire Scheduled Daily Delivery tendered for delivery
by Seller in any Day by reason of an event of force majeure, then in order to
mitigate the tmpact of the event of force majeure on Buyer, but only to the extent
that Buyer would not otherwise receive such gas by reason of the event of force
majeure, Paragraph 4.03(c) hereof shall apply muratis mutandis and the Monthly
Demand Charge and the Monthly Commodity Charge will be adjusted
accordingly. The latter will be further adjusted by excluding the gas tendered for
delivery by Seller at the Delivery Point(s) that Buyer is unable to receive as a

result of the event of force majeure.

ARTICLE FIFTEEN
ARBITRATION

15.01 Procedural Rules, Venue: Where a matter is expressly required or permitted under this
Agreement to be submitted to arbitration, the matter shall or may (as the case may be) be
referred to and finally resolved by an arbitration under the Rules for International Commercial

Arbitration and Conciliation Proceedings of the British Columbia International Commercial
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Arbitration Centre (the "BCICAC Rules"). Except where inconsistent with the provisions of this
Article Fifteen, the arbitration contemplated by this Article Fifteen shall be governed from a
procedural point of view by the International Commercial Arbitration Act (British Columbia),
the Regulations made thereunder, and the BCICAC Rules (all as amended to, but not after, the
date hereof). The appointing authority shall be the British Columbia International Commercial
Arbitration Centre. The arbitration will be administered by the British Columbia International
Commercial Arbitration Centre in accordance with its Procedures for Cases under the BCICAC
Rules. The place of arbitration shall be Vancouver, British Columbia.

15.02 Injtiation of Arbitration: Either party may initiate an arbitration hereunder (the "Initiating
Party”) by giving a notice to that effect to the other party (the "Receiving Party"), which notice
shall name one arbitrator who would function as a single arbitrator if the Receiving Party
consents, or as one of three arbitrators if the Receiving Party does not so consent. Within 21
days after receipt of such notice, the Receiving Party shall give a notice to the Initiating Party

containing either a consent to the arbitrator named by the Initiating Party functioning as a single

arbitrator or the name of a second arbitrator.

15.03 Composition of Arbitration Panel: If the Receiving Party fails either to consent to a

single arbitrator as named by the Initiating Party, or to name a second arbitrator within the time
period provided in Section 15.02, then the Initiating Party’s arbitrator shall function as a single
arbitrator. If each of the parties appoints its own arbitrator, the two arbitrators so appointed
shall name a third arbitrator, or if they fail to do so within 10 days of the second arbitrator’s
appointment, the parties shall promptly meet and attempt to agree upon and appoint such third
arbitrator. If the parties are unable to agree within 10 days on the choice of the third arbitrator,
then on the request of either party hereto, thé third arbitrator shall be appointed by the Bntish

Columbia International Commercial Arbitration Centre.

15.04 Qualifications of Arbitrator(s): The single arbitrator or the three arbitrators (the
* Arbitrator(s)") appointed hereunder shall be qualified by education or experience to decide the
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particular matter(s) submitted to arbitration, and shall not be past or present employees or agents
of either party or any of their Affiliates. There shall be no restrictions or requirements as to

nationality of the Arbitrator(s).

15.05 Completion of Arbitration: The parties shall use all reasonable efforts, and shall instruct
the Arbitrator(s) to use all reasonable efforts, to complete the arbitration and render a decision

within 60 days after appointment of the Arbitrator(s) pursuant to Section 15.03.

15.06 Costs of Arbitration; Each party shall bear the costs of prosecuting its own case in any
arbitration. The parties shall bear equally the other costs of any arbitration, including the fees
and expenses of the Arbitrator(s) and the British Columbia International Commercial Arbitration

Centre.

15.07 Continving Operations: Whenever there is an arbitration hereunder, operations under this
Agreement shall continue to be conducted in the same fashion as they were conducted before the
arbitration was commenced, without prejudice to either party, pending a decision in the

arbitration, but subject to any retroactive adjustments contemplated by this Agreement.

ARTICLE SIXTEEN
ASSIGNMENT

16.01 Enurement: The terms, covenants, and conditions hereof shall be binding on and enure

to the benefit of the parties hereto and their respective successors and permitted assigns.

16.02 Assignment: Either party may assign this Agreement or any of its rights, benefits,
duties, and obligations hereunder to an Affiliate whose performance the assignor guarantees or
to any Person in connection with an arrangement whereby the Person acquires all or substantially
all of the assignor’s property and other assets, if such an assignment is required in order to

complete the arrangement, without the consent of the other party; provided that the assignor may
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request the written consent of the other party, which shall not be unreasonably withheld or
delayed. Otherwise, neither party shall assign this Agreement without the prior written consent

of the other party, which shall not be unreasonably withheld or delayed.

16.03 Mortgages, Pledges: Notwithstanding anything to the contrary herein contained, either
party shall have the right to mortgage, pledge, grant a security interest in, assign as collateral,
or otherwise encumber all or any portion of its interest in and to this Agreement as security for
its indebtedness to any Person under any mortgage, deed of trust, security agreement, or similar
instrument; provided that the rights of the secured party shall be subject to the terms and

conditions of this Agreement.

ARTICLE SEVENTEEN
REPLACEMENT SUPPLIES

17.01 Replacement Supplies: If Seller fails for any reason to tender for delivery the entire
Scheduled Daily Delivery for any Day at the Delivery Point(s), Buyer may purchase gas from
other suppliers (the "Replacement Supplies”) to replace all or part of the difference between the
Scheduled Daily Delivery and the volume of gas actually tendered for delivery by Seller. Unless
such failure is excused by Paragraph 5.02(b), Article Eleven, or Article Fourteen, Seller will
reimburse Buyer for the amount by which the cost to Buyer of such Replacement Supplies as
delivered to the Delivery Point(s) (excluding any part thereof as may be unreasonable under the
circumstances) exceeds the cost to Buyer hereunder for a corresponding volume of gas at the

Delivery Point(s).

17.02 Use of Seller’s Service Entitlements: Seller will endeavour to make available to Buyer

its service entitlements with NOVA, and will make available its service entitlement with
TransCanada under the TransCanada FT Contract, to ship any Replacement Supplies. Buyer
will use all reasonable efforts to structure any purchase of the Replacement Supplies in order to

utilize such service entitlements. To the extent Seller’s service entitlements are utilized for the
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delivery of Replacement Supplies, Seller's obligation to reimburse Buyer pursuant to Section
17.01 will be reduced by the amount of NOVA’s and TransCanada’s commodity charges to
Seller in connection therewith, and the reduction in the Daily Contract Volume for the Day
provided in Paragraph 14.04(a) shall be adjusted accordingly for the sole purpose of determining
the Monthly Demand Charge.

17.03 No Other Liability; Except as provided in this Article Seventeen, Seller shall not be
liable to Buyer in damages or otherwise for any failure to tender for delivery the Scheduled

Daily Delivery for any Day at the Delivery Point(s). -

ARTICLE EIGHTEEN
DELIVERY VARIANCES/RELATED COSTS OR PENALTIES

18.01 Daily Deliveries: Gas sold under this Agreement shall be delivered and received, as

practicable, at uniform hourly and daily rates of flow. Buyer and Seller shall each use all
commercially reasonable efforts to ensure that the volumes of gas delivered and received each

Day are equal to the Scheduled Daily Delivery for such Day.

18.02 Penalties, Unauthorized Volume Charges: Buyer and Seller acknowledge that, under the

terms of the TransCanada Tariff, Seller may incur increased costs if the actual volumes of gas
taken by Buyer vary from the daily deliveries authorized by TransCanada (which authorized
daily deliveries will correspond to the Scheduled Daily Deliveries). In particular,

(@) TransCanada may assess penalty charges against Seller ("TransCanada Penalties")
in certain circumstances where the volume of gas actually delivered to and
received by Buyer in any Day varies from the volume authorized for delivery by
TransCanada (the "Authorized Volume") for the Day by more than the tolerances

permitted under the TransCanada Tanff; and
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in the circumstances specified in the TransCanada Tariff, in any Day where the
volume of gas actually delivered to and received by Buyer exceeds the Authorized
Volume, TransCanada may charge Seller, in respect of the amount (the
"Unauthorized Volume") by which the actual delivery exceeds the Authorized
Volume, a transportation commodity charge higher than that which is charged in
respect of the Authorized Volume (such incremental transportation costs thus
incurred by Seller on any Day in connection with deliveries of Unauthorized

Volumes being the "Incremental Unauthorized Volume Charges”).

18.03 Responsitility of Parties:

(a)

(b)

If the volume of gas taken by Buyer in any Day varies from the Scheduled Daily
Delivery for the Day without the prior consent of Seller, then Buyer shall be
responsible for all TransCanada Penalties and Incremental Unauthorized Volume

Charges that are billed by TransCanada 10 Seller as a result of such variances.

If TransCanada Penalties or Incremental Unauthorized Volume Charges are billed
to Seller in circumstances other than those contemplated by Paragraph 18.03(a),
the parties will endeavour in good faith to agree upon an equitable allocation of
responsibility for payment, having regard to the apparent cause of the problem
in each case, in order to ensure that Buyer and Seller each bear responsibility for
TransCanada Penalties and Incremental Unauthorized Volume Charges only to the
extent such party caused or contributed to the assessment of such penalties. If no
agreement is reached as to such allocation within 60 days of the assessment of
TransCanada Penalties and/or Incremental Unauthorized Volume Charges, either

party may submit the matter to arbitration in accordance with Article Fifteen.
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18.04 Payments:

(a) Seller shall bill Buyer for any TransCanada Penalties billed to Seller that are
Buyer’s responsibility in accordance with Section 18.03 by including particulars

thereof in the monthly statements to be rendered pursuant to Section 10.01.

(b) The parties confirm that the price to be paid for Unauthorized Volumes taken by
Buyer will be determined in accordance with the provisions of Article Eight,
adjusted by adding the amount (if any) of Incremental Unauthorized Volume
Charges for which Buyer is responsible pursuant to Section 18.03. Nothing in
this Article Eighteen shall be deemed to authorize or permit Buyer to take
volumes of gas that vary from the Scheduled Daily Delivery without the express

written consent of Seller,

ARTICLE NINETEEN
AFFILIATES

19.01 Compliance with Agreement: Wherever this Agreement provides for or otherwise
requires the performance of obligations by any Affiliate(s) of Buyer (including, but not limited
to, Niagara and Consumers Gas), in order to implement the transactions contemplated herein or
to otherwise effect the intent of this Agreement, Buyer shall cause such Affiliate(s) to act
diligently and in good faith to do all acts and things necessary in connection therewith

throughout the Term.

19.02 Warranty of Performance: Pnor to the Effective Date, Seller will cause TransCanada
to deliver to Buyer a warranty of Seller’s performance of its obligations under this Agreement,

in the form of Schedule "B" hereto.
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ARTICLE TWENTY
GENERAL PROVISIONS

20.01 Waiver and Modification:

(@) Either party hereto in its sole discretion may waive, without thereby prejudicing
such party's right to rely on any other conditions inserted herein for such party’s
benefit, a breach or default of any condition inserted herein for the benefit or
protection of such party. No such waiver, however, shall operate as a waiver of

any future breach or default, whether of a like or different character.

(b}  No waiver by a party of any right hereunder, or any modification of the terms
hereof will be effective unless made in writing in an instrument (or counterparts)

signed by each of the parties.

20.02 Further Assurances: Each party shall and will, from time to time and at all times during
the Term upon every reasonable request so to do, make, do, execute and deliver, or cause to
be made, done, executed and delivered all such further acts, deeds, assurances and things as may
be reasonably required for more effectually implementing and carrying out the true intent and
meaning of this Agreement.

20.03 Notices: Any nomination, notice, request, consent, direction, demand, waiver of
condition, invoice, or other instrument required or permitted to be given under the provisions
of this Agreement shall be effective only if made in writing and delivered by hand (including
couriers), by prepaid registered post, or by facsimile or other means of telecommunication, in

each case addressed as follows:




IF TO SELLER:
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(iv) other matters:
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WESTERN GAS MARKETING LIMITED

8th Floor
55 Yonge Street
Toronto, Ontario
MSE 1J4

and

P.O. Box 500, Station "M’
Calgary,Alberta
T2P 3V6

8th Floor
55 Yonge Street
Toronto, Ontario
MSE 1J4

and

24th Floor

530 - 8th Avenue S.W.
Calgary, Alberta

T2P 3Vé6

Attention: Manager, Marketing
Accounting

Facsimile: (403) 269-5005
Telephone: (403)269-5720

Attention: Director, Eastern Marketing

Facsimile: (416) 869-2125
Telephone: (416) 869-2067
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(iii) nominations:

' (iv) invoices:

(v) other matters:

(1) mailing address:

(i1) delivery address:
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ST. LAWRENCE GAS COMPANY, INC.

P.O. Box 270
Massena, New York 13662

56-58 Main Street
Massena, New York 136662

¢/o The Consumers’ Gas Company Ltd.
500 Consumers Road

Willowdale, Ontario

M2J] 1P8

Attention; Manager, Gas Supply Operations

Facsimile: (416)491-7497
Telephone: (416)495-5056

Attention: Treasurer

Facsimile: {(315)764-9226
Telephone: (315)769-3516

Attention: President & General Manager

Facsimile: (315)764-9226
Telephone: (315)769-3516

Either party may change any of the foregoing information from time to time by giving notice

of such change to the other party. If delivered by hand or sent by facsimile or other form of

telecommunication, the notice shall be deemed to have been given or made on the day on which

it was so delivered or sent if such day is a Business Day and otherwise on the first Business Day

Daily Delivery shall be sent by facsimile and shall be deemed to have been given or made at the

time and on the day indicated thereon by the transmitting facsimile machine. If mailed, the

' thereafter; provided that nominations and any other notice in connection with the Scheduled
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notice shall be deemed to have been given or made on the fifth Business Day following the date
on which it is so mailed. In the event of any postal strike or other disruption in postal services,
all notices shall be given or made by delivery or facsimile or other form of telecommunication,
and no such notice that is given or made by mail shall be deemed to have been effectively given
or made at any time during such disruption or for a period of five Business Days both before

and after disruption.

20.04 Time of Essence: Time shall be of the essence for the purposes of this Agreement.

20.05 Goveming Law/Jurisdiction: This agreement shall be governed by and construed in
accordance with the laws of the Province of Ontario and the laws of Canada applicable therein. The
courts of the Province of Ontario shall have exclusive jurisdiction (except where this Agreement
provides for arbitration) over all disputes, claims, or other matters arising out of this Agreement and
the subject matter hereof, and Buyer and Seller hereby agree to submit to the jurisdiction of such

courts.

20.06  Authority:

(a) Seller represents and warrants to Buyer that Seller has full right and authority to
enter into this agreement and to perform and observe the covenants and obligations

to be performed and observed by Seller hereunder.

(b)  Buyer represents and warrants to Seller that Buyer has full right and authonty to
enter into this agreement and to perform and observe the covenants and obligations

to be performed and observed by Buyer hereunder.
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IN WITNESS WHEREQF the parties hereto have duly executed, and delivered this
Agreement under the signatures of their respective proper officers duly authorized in that behalf

as of the date first above written.

SELLER: KNG%AR?G LIMITED

t\ By:
\
BUYER: ST. LAWRENCE GAS COMPANY, INC.

By: /Z—A%R

By: M ﬂ K-’mnu Jl/







SCHEDULE "A" TO
GAS SALES CONTRACT

PERMANENT PARTIAL ASSIGNMENT -
FIRM TRANSPORTATION (FT) SERVICE CONTRACT

This Assignment made as of the __ day of

BY AND AMONG:

WITNESSES THAT, WHEREAS:

19

WESTERN GAS MARKETING LIMITED, an
Alberta corporation ("Assignor"”)

OF THE FIRST PART
-and -
ST. LAWRENCE GAS COMPANY, INC., a New
York corporation ("Assignee”)

OF THE SECOND PART
-and -
TRANSCANADA PIPELINES LIMITED, a
Canadian corporation ("TransCanada”)

OF THE THIRD PART

A. TransCanada and Assignor are parties to a Firm Service Contract for Firm

Transportation Service to the Comwall Delivery Point (as therein defined) made 1 November

1992, as amended, that currently specifies a Contract Demand of ____ x 10°m’ ("Assignor’s FT

Contract”).
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B. TransCanada and Assignee are parties to a Firm Service Contract for Firm

Transportation Service to the Cornwall Delivery Point (as therein defined) made as of 4

November 1992, as amended, that currently specifies a Contract Demand of x 10°m’
("Assignee’s FT Contract™).
C. Assignor has agreed to permanently assign a part of its service entitlement under

Assignor’s FT Contract to Assignee, and TransCanada has agreed to such partial permanent

assignment, subject to the terms and conditions of this Assignment.

D. Assignor and TransCanada have agreed to amend Assignor’s FT Contract, and
Assignee and TransCanada have agreed to amend Assignee’s FT Contract, so as to reflect the
partial permanent assignment contemplated hereby, subject to the terms and conditions of this

Assignment.

NOW THEREFORE, in consideration of the premises and the mutual covenants

and agreements herein contained, the parties mutually covenant, agree, and declare as follows:

1. Assignor transfers and assigns to Assignee, and Assignee accepts from Assignor,
Assignor’s right, title, and interest in and to Assignor’s FT Contract, and Assignor’s obligations
and rights thereunder (including without limitation any right of renewal relating thereto), insofar
as they relate to ___10°m?® per day (the "Assigned Volume") of Assignor’s service entitlement

of __ 10°m® per day under Assignor’s FT Contract.

2, Assignee shall perform and observe the covenants and obligations of Assignor

under Assignor’s FT Contract that accrue thereunder as of and from the Effective Date (as
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defined in paragraph 3), insofar as they relate to the Assigned Volume, as if Assignee were an

original party to Assignor’s FT Contract.

3. This Assignment shall come into full force and effect as of the first day of the
month (the "Effective Date”) next following the date(s) on which TransCanada receives the

following:

(a) an agreement between TransCanada and Assignor, in the form used by
TransCanada for the purpose, amending Assignor’s FT Contract by decreasing
the Contract Demand currently specified therein by the amount of the Assigned
Volume commencing as of the Effective Date ("Assignor’s Amending

Agreement"), duly executed and delivered by Assignor; and

(b)  an agreement between TransCanada and Assignee, in the form used by
TransCanada for the purpose, amending Assignee’s FT Contract by increasing the
Contract Demand currently specified therein by the amount of the Assigned
Volume commencing on the Effective Date ("Assignee’s Amending Agreement®),

duly executed and delivered by Assignee.

4, As of the Effective Date, TransCanada consents to this Assignment on the terms
and conditions set forth herein and accordingly releases and discharges Assignor from its
covenants and obligations under Assignor’s FT Contract insofar as they relate to the Assigned
Volume, from and after the Effective Date. Notwithstanding such release and discharge,
Assignor shall remain responsible for all gas imbalances (as defined in Section XXII, paragraph
2 of the General Terms and Conditions in TransCanada’s Transportation Tariff) and energy-in-
transit balances associated with the Assignor's FT Contract, including those related to the
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Assigned Volume prior to the Effective Date. TransCanada shall continue to give all notices,

requests, invoices, and other written circumstances under Assignor’s FT Contract to Assignor.

5. Notwithstanding anything herein contained to the contrary, from and after the
Effective Date, Assignor shall have no further rights and obligations under Assignor’s FT

Contract in respect of the Assigned Volume.

6. This Assignment and the rights and obligations of the parties hereunder are subject
to all valid and applicable present and future laws, rules, regulations, and orders of any
governmental or regulatory authority having jurisdiction or control over TransCanada's
Transportation Tariff (including without limitation the Firm Transportation (FT) Toll Schedule),

Assignor’s FT Contract, and the assignment of the service entitlement thereunder.

7. This Assignment shall be construed in accordance with and governed by the laws
of the Province of Alberta and the laws of Canada applicable therein.

8. This Assignment may be executed in counterparts, and when so executed it shall
have the same effect as if all parties had executed the same document. Each party that executes
a counterpart of this Assignment shall deliver one copy of such counterpart to each of the other

parties.

9. All terms and words herein capitalized and not otherwise defined herein shall have

the meanings ascribed thereto in TransCanada’s Transportation Tariff.
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10. This Assignment shall enure to the benefit of and be binding upon the parties

hereto and their respective successors and permitted assigns.

IN WITNESS WHEREOF the parties hereto have duly executed and delivered this

Assignment as of the day, month, and year first above written.

WESTERN GAS MARKETING LIMITED

By:

c/s

By:

ST. LAWRENCE GAS COMPANY, INC.

By:

c/s

By:

TRANSCANADA PIPELINES LIMITED

By:
c/s

By:
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WARRANTY OF PERFORMANCE

OF

TRANSCANADA PIPELINES LIMITED

In consideration of St. Lawrence Gas Company, Inc. ("St. Lawrence”) entering into the Gas
Sales Contract made as of the 14th day of July, 1995 between Western Gas Marketing Limited
("Western Gas"), as Seller, and St. Lawrence, as Buyer (the "Gas Sales Contract”),
TransCanada PipeLines Limited ("TransCanada®) covenants and agrees with, and for the
exclusive benefit of, St. Lawrence and its successors and permitted assigns under the Gas Sales

Contract, as follows:

1. TransCanada represents and warrants that it is the registered and beneficial owner of all
of the issued and outstanding shares of Western Gas.

2. TransCanada shall cause Western Gas fully and faithfully to perform and observe each
and every term, covenant, and condition applicable to Western Gas in the Gas Sales
Contract, as modified, amended, supplemented, extended, renewed, superseded, or
replaced from time to time hereafter with TransCanada’s written consent, which shall not
be unrcasonably withheld and may be given subsequent to any such action (the
"Warranted Contract”); provided that, for greater certainty, any changes in nomination
procedures or billing procedures from those in the Warranted Contract that may be
agreed to by Western Gas and St. Lawrence shall not require TransCanada’s consent.

3. TransCanada hereby unconditionally guarantees the prompt and timely performance by

Western Gas of each and every term, covenant, and condition applicable to Western Gas
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in the Warranted Contract, subject, however, to each and every defence at law or in

equity that Western Gas may have with respect thereto.

In addition to the foregoing, TransCanada shall perform those obligations in Article
Eleven and Section 12.03 of the Warranted Contract for which TransCanada is or is

made specifically responsible.

Any notices, requests, and demands to TransCanada hereunder shall be deemed to be

properly given if mailed or delivered to the following address:

TRANSCANADA PIPELINES LIMITED
Attention: Vice-President, Customer
Service and Marketing

Mailing Address: P.0O. Box 1000
Station M
Calgary, Alberta
T2P 4KS

Delivery Address: TransCanada PipeLines Tower
111-5th Avenue S.W.
Calgary, Alberta
T2P 3Y6

The interpretation and performance of this Agreement shall be in accordance with and
governed by the laws of the Province of Ontario and the laws of Canada applicable

therein.

The invalidity and unenforceability of any provision of this Agreement shall not affect

the remaining provisions hereof.
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IN WITNESS WHEREOF TransCanada PipeLines Limited has caused this Agreement
to be duly executed as of the

authonzed.

day of July, 1995 by its proper officers hereunto duly

TRANSCANADA PIPELINES LIMITED

By:

c/s
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MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN DELIVERIES)

THIS AGREEMENT MADE AS OF THE ___ DAY OF , 199__

BETWEEN:

ST. LAWRENCE GAS COMPANY, INC., a New York

corporation established under the laws of

New York, having its head office in Massena,

in the State of New York

(hereinatter referred to as “Buyer")

OF THE FIRST PART

AND:

(hereinafter referred to as “Seller")

OF THE SECOND PART

WHEREAS Buyer owns and operates a local distribution system in the State of New York;

AND WHEREAS Buyer and Seller have agreed that from time to time Buyer shall purchase on
a firm basis from Seller, and Seller shall sell to Buyer on the same basis, various volumes of natural gas
over various periods of time at various prices in accordance with the terms of this Master Form of Short
Term Firm Gas Purchase Agreement and the terms of the various Gas Purchase Confirmation Forms
which from time to time may be completed, signed and delivered as hereinafter contemplated.

NOW THEREFORE, in consideration of the mutual covenants and agreements herein provided
and other good and valuable consideration, the receipt and sufficiency whereot each party hereby
acknowledges, the parties hereto mutually covenant, agree and declare as follows.

ARTICLE 1 - USE OF THIS MASTER AGREEMENT

1.0 Framework For More Than One Agreement: The terms and conditions of this Agreement
provide the framework for more than one Gas Purchase Contract between Buyer and Seller arising out of
the execution and delivery by them of Gas Purchase Confirmation Forms. Each such Gas Purchase
Contract shall be an effective and legally binding agreement which shall include all deletions, alterations,
additions and appendices to the applicable Gas Purchase Confimnation Form as the parties may from time
to time determine by agreement. There may at any time be more than one Gas Purchase Confirmation
Form in effect and, similarly, there may from time to time not be any Gas Purchase Confirmation Form in
offect. Notwithstanding the fact that there may from time to time be no Gas Purchase Confirmation Form
in effect, this Agreement shall nevertheless remain in full force and effect unless terminated as provided
below. Each Gas Purchase Confirmation Form when taken together with this Agreement shall constitute a
separate Gas Purchase Contract between the parties hereto.
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1.02 Termination of this Master Form of Agreement: Either party may, at any time when there is
no Gas Purchase Confirmation Form in effect, terminate this Agreement by notice 1o the other party
hereto, wheraupon this Agreement shall be of no further force or effect whatscever subject only to all final
adjustments and the settlement of all accounts between the parties in relation to all Gas Purchase
Contracts under which deliveries were previously made.

ARTICLE Il - INTERPRETATION

2.01 Definitions: For the purposes of this Agreement and all Gas Purchase Confirmation Forms,
the terms and symbols defined in this Section 2.01 shall have the foilowing meanings unless the context
expressly or by implication otherwise requires.

(a) "Agreement” means this Master Form of Short Term Firm Gas Purchase Agreement and when the
context hereof so requires, also means all Gas Purchase Contracts in which the provisions hereof
are incorporated.

(b) ‘“business day" means any day, excluding Saturdays, Sundays and all statutory holidays under the
laws of Alberta, Canada and the United States of America,

(¢) “cubic metre”, or its symbol "m®, means the volume of gas which occupies one cubic metre when
such gas is at a temperature of 15 degrees Celsius and at an absolute pressure of
101.325 kilopascais.

(d) "Daily Volume" shall be expressed in 10°m? as set forth in the applicable Gas Purchase
Confirmation Form.

(e) "Daily Spot Gas Price” means the weighted average price of gas per gigajoule for the day in
question as identified under the heading “Daily Spot Gas Price* at AECO C and NOVA Inventory
Transfers in the table labelled ‘Domestic gas market" in the first publication of the calendar month
next following the day in question of Natural Gas Market Report published by Canadian Enerdata Ltd.

() “day" means a period of twenty four (24) consecutive hours beginning at 08:00 hours Eastern
Standard Time and the reference date for any day is the calendar date upon which the twenty four
{24) hour pericd commences.

() "Delivering Pipeline" means the pipeline that delivers the gas to the Delivery Point under the
applicable Gas Purchase Contract.

{(h) “Delivery Point” shall be the point or points for delivery of the gas as specified in each applicable
Gas Purchase Confirmation Form.

(i} “Force Majeure” has the meaning set forth in Article Vil.

() "Gas Purchase Contract” means a legally enforceable contract in writing between Buyer and Seller
as evidenced by the provisions contained in the applicable Gas Purchase Confirmation Form and this
Agreement.

(k) "Gas Purchase Confirmation Form" means a form duly executed by both Buyer and Seller which
shall be in the same form or in a form substantially similar to that set forth in Schedule "A" to this
Agreement, subject to alt deletions, alterations, additions and appendices thereto as Buyer and Seller
may from time to time determine by agreement. If any term or condition of a Gas Purchase
Confirmation Form contflicts with any term as condition of this Agreement then such term or condition
of the Gas Purchase Confirmation Form shall prevail.

() "gross heating value* means the energy, expressed in megajoules per cubic metre or MJ/m?,

produced by the complete combustion at constant pressure of one cubic metre of gas with air, with
the gas free of water vapour and the temperature of the gas, air and products of combustion to be at
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standard temperature and all water formed by combustion reaction to be condensed to the liquid
state.

(m) "Interest" means interest at the rate per annum announced and published from time to time by the
Toronto Dominion Bank as its prime rate of interest, plus two (2%) percent per annum.

(n) “joule”, orits symbol *J*, means the amount of work done when the point of application of a force of
one newton is displaced a distance of one metre in the direction of the force; *megajoule®, or its

symbol "MJ", means 1 000 000 joules: and “gigajoule”, or its symbol "GJ", means 1 000 000 000
joules,

(o) “natural gas™ means a mixture consisting primarily of methane but including other constituents
which may include other hydrocarbons, nitrogen, carbon dioxide, hydrogen sulphide, helium and
minor impurities, that is recovered or is recoverable at a well from an underground reservoir and that
is gaseous at the conditions under which its volume is measured or estimated.

(Pp) "NOVA" means NOVA Gas Transmission Ltd. and its successors and assigns, provided however,
that if the context in which the word *NOVA® is used herein involves a reference to gas produced in

the Province of Saskatchewan, then *"NOVA® means TransGas Limited and its successors and
assigns.

(q) "pascal" means the pressure produced when a force of one newton is applied to an area of one
square metre; and “kilopascai®, or its symbol *kPa®, means 1 000 pascals.

(r) "Recelving Pipeline” means the pipeline that receives the gas under any Gas Purchase Contract at
the Delivery Point.

(s) "Standard Heat Conversion Factor" means that average monthly gross heat value expressed on a

MJ per/m? basis for gas delivered to TransCanada at the Deiivery Point for the month in question as
reported by TransCanada.

() “10°m?" means 1 000 cubic metres of gas.
(v} “TransCanada" means TransCanada PipeLines Limited and its successors and assigns.
(v} “TransGas" means TransGas Ltd., a division of SaskEnergy and its successors and assigns.

(w) "Unabsorbed Demand Charge" shali be the charge incurred when the Daily Volume exceeds the
volume of gas delivered.

2.02 Applicable Law: This Agreement and each Gas Purchase Contract shall for all purpcses be
construed in accordance with and shall be governed by the laws of the Province of Alberta and the laws of
Canada applicable therein. For the purpose of any legal actions or proceedings brought by either party
hereto in respect of this Agreement or any Gas Purchase Contract, each party hereto irrevocably submits
to the non-exclusive jurisdiction of the counts of the Province of Alberta and the Province of Ontario.

2.03 Subject to all Laws: This Agreement and each Gas Purchase Contract shail be subject to all
valid laws, orders, rules and regulations, of any government or any agency or political subdivision thereof
having jurisdiction or control over the parties hereto or either of them or over their respective facilities or
gas supplies. if any govemmental approval, permit, order or other authorization shall be necessary
relative to this Agreement or any Gas Purchase Contract or to any transaction contemplated thereby, then

each party shall use all reasonable efforts to assist in the obtaining of such approval, permit, order or other
authorization.
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2.04 Industry Usage: Words, phrases or expressions which are not defined herein and which have
an accepted meaning in the custom and usage of the business of the exploration, production,

transportation, distribution or sale of gas in Canada, shall have that meaning when used herein or in a Gas
Purchase Contract.

2.05 Severability: Every provision of this Agreement and the applicable Gas Purchase
Confirmation Form is intended to be severable. If any term or provision of this Agreement or of the
applicable Gas Purchase Confirmation Form is illegal or invalid for any reason whatsoever, such illegality
or invalidity shall not affect the validity of the subject Gas Purchase Contract or this Agreemant.

2.06 Headings: The various headings contained in this Agreement are for reference purposes only
and shall not affect in any way the meaning or interpretation hereof.

2.07 Gender: Whenever the singular or masculine or neuter is used in this Agreement or a Gas
Purchase Contract, the same shall be construed as meaning the plural or feminine or body politic or
corporate and vice versa, as the context so requires.

2.08 Hereof, Etc.: "Hereof®, *herein®, "hereunder” and similar expressions refer to this Agreement
and not to any particular Article, Section, subsection or Schedule, and the terms “Article”, "Section®,
"subsection” and “Schedule” followed by a number and/or letter refer to the specitied Article, Section,
subsection or Schedule of this Agreement.

2.09 Entire Agreement: There are no representations, warranties, covenants, or agreements
made between the parties hereto with respect to the matters referred to in this Agreement or a Gas
Purchase Contract other than as are set forth by the terms of this Agreement and the Gas Purchase
Contract. This Agreement and the applicable Gas Purchase Contract shail constitute the entire
agreement between the parties hereto in relation to the matters referred to therein.

210 Time: Time shall be of the essence in this Agreement and each Gas Purchase Contract.

211 Schedules: Schedule “A*® hereto which identifies the form of Gas Purchase Confirmation Form
shall constitute part of and shall be included in this Agreement.

ARTICLE Ilf - SALE AND PURCHASE OF THE GAS

3.01 Seller's Obligations to Sell and Deliver: Subject to the terms and conditions of each Gas
Purchase Contract, Seller shall on each day throughout the duration of the purchase as indicated in the
applicable Gas Purchase Confirmation Form, sell at the price set forth in the applicable Gas Purchase
Confirmation Form, to Buyer up to the Daily Volume as determined by the nomination for that day placed
by Buyer at the Delivery Point as indicated in the applicable Gas Purchase Confirmation Form. Seller
shall deliver up to the Daily Volume as determined as aforesaid at the Delivery Point as indicated in the
applicable Gas Purchase Confirmation Form.

3.02 Nominations:

(a) Buyer and Seller shall use all reasonable efforts to coopearata and work together as necessary in
order to develop, amend, implement and maintain nomination procedures that are consistent with the
nomination and operational requirements of the Receiving Pipeline and of the Delivering Pipeline.

{b) Throughout the duration of a sale pursuant to the applicable Gas Purchase Contract, the Daily
Volume shall be the standing nomination of the volume of gas to be delivered and sold by Seller to
Buyer subject to changes in such nomination as provided in subsection 3.02(c).

{c) Seller shall notity Buyer no later than 11:00 a.m. Caigary time on the day (the "Nomination Day")

prior to the day of delivery, of any change that is to occur in the volume of gas that Seller is able to
deliver to Buyer, and Buyer shall notify Seller no later than 11:00 a.m. Calgary time on the
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Nomination Day of any change that is ta occur in the volume of gas of which Buyer is able to take

delivery under the applicable Gas Purchase Contract.

3.03 Pipeline imbalances: In the event that either party hereto provides insufficient notice of a
change in the volume to be delivered or received under the terms of any Gas Purchase Contract such that
a pipeline imbalance penalty is assessed by either the Delivering Pipeline or the Receiving Pipeline as a
result ot such a change, then the party failing to provide timely notice shall be responsible for paying such
penalty.

3.04 Seller's Failure to Deliver: If Seller shall for any reason whatsoever, other than the
occurrence of an event of Force Majeure or the suspension of deliveries by Seller pursuant to Section
6.04 because of the failure of Buyer to pay, fail to meet its gas delivery and sale obligations to Buyer as
set forth in Section 3.01 (a “Supply Failure"} or shall reasonably anticipate the probable occurrence of a

Supply Failure (the daily volume of which being hereinafter called the "Shortfall Quantity"), then the
following shall apply.

(a) Seller shall use all reasonable best efforts to provide prior notice to Buyer of any anticipated Supply
Failure as early as reasonably possible under the circumstances, such notice to include Seller's
estimate of the anticipated Shortfall Quantity and the duration of the Supply Failure.

{b) If the notice provided by Seller to Buyer of an anticipated Supply Failure as conternplated in
subsection 3.04(a) with respect to any particular day is for any reason not given at least 1/2 hour
prior to the TransCanada nomination deadline in effect on the day prior to the day of delivery, and if
Buyer incurs unabsorbed demand charges on the TransCanada system with respect to the Shortfall
Quantity on the day in question, then Seller shall be liable to Buyer for damages in an amount equal
to the amount of such unabsorbed demand charges.

{c) When a Supply Failure occurs, Buyer shall be conclusively deemed to have replaced the Shortfall
Quantity from other sources for the duration of the Supply Failure. Such gas, deemed to have been
obtained by Buyer from other sources, shall hereinafter be referred to as "Alternate Gas".

(d) Buyer shall be conclusively deemed to have acquired all Alternate Gas at a cost for each day during
the Supply Failure which shall be calculated in accordance with the following formula namely:

Deemed daily cost of Alternate Gas = (AxB x C) + {DxC)

where
A = the Daily Spot Gas Price:
B = the Standard Heat Conversion Factor:

C = the Shortfali Quantity, and

O = the transportation cost per gigajoule calculated using the Standard Heat Conversion Factor,
and based on the 100% load factor NOVA FS (delivery point} Demand Rate per month divided
by the number of days in the month in question, that would be incurred to transport the Shortfall
Quantity from AECO C to the interconnection of the pipeline facilities of NOVA with those of
TransCanada near Empress Alberta.

(e) Seller shall be liable to Buyer for damages with respect to each day during a Supply Failure, such
damages to be equal to the amount, it any, by which the deemed cost of Altemate Gas (calculated
pursuant to subsection 3.04(d) for the day in question) exceeds the amount that Seller would have
received from Buyer under the applicable Gas Purchase Contract for the Shortfall Quantity (adjusted
for 100% load factor NOVA FS (delivery point) Demand Rate charges to Empress, Alberta, it
applicable) had a quantity of gas equal to the Shortfall Quantity been delivered and sold by Seller to

spotfwr.5




Buyer under the applicable Gas Purchase Contract on that day. The amount of all such damages
together with any damages referred to in subsection 3.04(b} shall herein be referred to as the
“Altemate Gas Damages".

(f) Seller shall not be liable to Buyer for or with respect to any other claims whatsoever whether for
indirect, consequential, special, punitive or exemplary damages or otherwise, including without
limitation, claims for {oss of profits or income, loss of business expectations, business interruptions,
loss of contract or any claims for losses or damages sustained by any third parties, other than the
claim of Buyer for Alternate Gas Damages.

(g) The parties hereto hereby acknowledge and confirm that the Altermate Gas Damages provide
compensation to Buyer in an amount which is reasonabte in light of the anticipated or actuaf harm
caused by any Supply Failure, the difficulties of proof of any such loss and the inconvenience or
extreme difficulty of otherwise obtaining an adequate remedy. The Alternate Gas Damages are
therefore the parties' pre-estimate, as at the date of this Agreement, of the loss and damage which
would be sustained by Buyer in the event of a Supply Failure. The Altemate Gas Damages shall be

conclusively deemed to be liquidated damages and shall not under any circumstances be construed
as a penalty.

(h) Any Alternate Gas Damages payable under any Gas Purchase Contract shall be paid by Seller to
Buyer upon receipt by Seller of an invoice therefor from Buyer. in addition to such invoice, Buyer
shall provide to Seller evidence to substantiate the amount of Alternate Gas Damages. The amount
of Alternate Gas Damages properly payable by Seller to Buyer under a Gas Purchase Contract may
be offset by Buyer against any amounts payable by Buyer to Seiler. Should Seller fail to pay Buyer
all or any part of any Alternate Gas Damages owing hereunder when such amount is due as
aforesaid, Interest shall accrue on the unpaid part thereof commencing on the date when such
amount is due. All such Interest shall be payable on demand by Seller to Buyer.

(i) If a Supply Failure occurs and thereafter either continues, or is reasonabily anticipated by Buyer to
continue, for a period of thirty (30) days or more, then Buyer shall have the right, but not the
obligation, to from time to time reduce the Daily Volume specified under the applicable Gas Purchase
Confirmation Form by notice to Seller by amounts which in the aggregate shall not exceed the
Shortfall Quantity.

3.05 Buyer's Obligation to Purchase and Take: Subject to the terms and conditions of each Gas
Purchase Contract, Buyer shail on each day throughout the duration of the purchase as indicated in the
applicable Gas Purchase Confirmation Form, purchase at the price set forth in the applicable Gas
Purchase Confirmation Form, the Daily Volume at the Delivery Point as indicated in the applicable Gas
Purchase Confirmation Form, and shall also take delivery of the Daily Volume as determined as aforesaid
at the Delivery Point as indicated in the applicable Gas Purchase Confirmation Form.

3.06 Buyer's Failure to Take Delivery: If on any day Seiler is ready, willing and able to deliver the
Daily Volume to Buyer, and yet Buyer fails to take delivery of the Daily Volume or a part thereof from
Seller for any reason whatsoever, other than failure of the gas to conform with specifications set forth in
Section 3.08 or an event of Force Majeure {a "Failure to Take"), or shall reasonably anticipate the
probable occurrence of a Failure to Take (the daily volume of which being hereinafter called the "Short
Take Quantity*®), then the following shall apply:

{a) Buyer shall use all reasonable efforts to provide prior notice to Seller of any anticipated Failure to
Take as early as reasonably possible under the circumstances, such notice to include the estimate of
Buyer of the anticipated Short Take Quantity and the duration of the Failure to Take:

(b) When a Failure to Take occurs Seller shall be conclusively deemed to have sold the Short Take

Quantity to another market for the duration of the Failure to Take. Such gas deemed to have been
sold by Seller to another market shall hereinatter be referred to as "Alternatively Marketed Gas".
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(c)

(d)

{e)

(f)

(@

(h)

Seller shall be caonclusively deemed to have received an amount for all Altematively Marketed Gas
on each day during the Failure to Take, which shall be calculated in accordance with the following
formula, namely;

Deemed daily cost of Altematively Marketed Gas = (A x B x C) + (D x C)
where
A = the Daily Spot Gas Price;
B = the Standard Heat Conversion Factor;
C = the Short Take Quantity, and

b = the transportation cost per gigajoule calculated using the Standard Heat Conversion Factor,
and based on the 100% load factor NOVA FS (delivery point) Demand Rate per month divided
by the number of days in the month in question, that would be incurred to transport the Short
Take Quantity from AECO C to the interconnection of the pipeline facilities of NOVA with those
of TransCanada near Empress Alberta.

Buyer shall be liabie to Seller for damages with respect to each day during a Failure to Take, such
damages o be equal to the amount, if any, by which the amount that Seller would have received for
the Altematively Marketed Gas for the day in question under the applicable Gas Purchase Contract
(adjusted for 100% load factor NOVA FS (delivery point) Demand Rate charges to Empress, Alberta,
if applicable), exceeds the amount {calculated pursuant to subsection 3.06(c)) that Seller is deemed
to have received by selling such Altematively Marketed Gas to another market. The amount of all
such damages shall be referred to as the "Short Take Damages”.

Buyer shall not be liable to Seller for or with respect to any other claims whatsoever whether for
indirect, consequential, special, punitive or exemplary damages or otherwise, including without
limitation, claims for loss of profits or income, loss of business expectations, business interruptions,
loss of contract or any claims for losses or damages sustained by any third parties, other than
Seller's claim for the Short Take Damages as set forth herein.

The parties hereto hereby acknowledge and confirm that the Short Take Damages provide
compensation to Seller in an amount which is reasonable in light of the anticipated or actual harm
caused by any Failure to Take, the difficulties of proof of any such loss and the inconvenience or
extreme difficulty of otherwise obtaining an adequate remedy. The Short Take Damages are
therefore the parties’ preestimate, as at the date of this Agreement, of the loss and damage which
would be sustained by Seller in the event of a Failure to Take. The Short Take Damages shall be

conclusively deemed to be liquidated damages and shall not under any circumstances be construed
as a penaity. .

Any Short Take Damages payable under any Gas Purchase Contract with respect to any month,
shall be paid by Buyer to Seller at the same time as payment is to be made or would have been
made to Seller for gas sold under such Gas Purchase Contract during such month pursuant 1o Article
VI. Should Buyer fail to pay Seller all or any part of any Short Take Damages owing under a Gas
Purchase Contract when such amount is due as aforesaid, Interest shall accrue on the unpaid part
thereof commencing on the date when such amount is due. All such Interest shall be payable on
demand by Buyer to Seller.

It a Failure to Take occurs and thereafter either continues, or is reasonably anticipated by Seller to
continue for a period of thirty {30) days or more then Seller shail have the right, but not the obligation,
to from time to time reduce the Daily Volume specified under the applicable Gas Purchase

Confirmation Form by notice to Buyer by amounts which in the aggregate shall not exceed the Short
Take Quantity. :
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.07 Transportation: It shall be the responsibility of Buyer to obtain, maintain and pay for, orto
cause to be obtained, maintained and paid for, all necessary transporation services on the pipeline
system of the Receiving Pipeline in order to be able to receive delivery of the gas at the Delivery Point on
a firm basis, whereas it shall be the responsibility of Seller to obtain, maintain and pay for, or to cause to
be obtained, maintained and paid for, all necessary transportation services on the pipeline systems of the

Delivering Pipeline and of all other required pipelines in order to be able to defiver the gas to the Delivery
Point on a firm basis.

3.08 Specitications of the Gas: The minimum gross heating value, quality, delivery pressure and
temperature of the gas delivered hereunder shall conform to the minimum standards of TransCanada as

set out in the TransCanada Transportation Tariff as approved by the National Energy Board from time to
time (the "TransCanada Transportation Tariff*)

ARTICLE IV - MEASUREMENT OF THE GAS

4.01 Unit of Measurement: The unit of volume for purposes of measurement hereunder, except for

gross heating value, shall be one cubic metre of gas at a temperature of 15 degrees Celsius and at an
absolute pressure of 101.325 kilopascals.

4.02 Sales Unit: The sales unit upon which payment by Buyer to Seller shall be made under each

Gas Purchase Contract shall be expressed with reference to the quantity of the gas expressed in
gigajoules.

4.03 Measurement: Seller and Buyer each recognize that the gas purchased by Buyer under each

Gas Purchase Contract will be from a commingled stream of gas and shall be received for the account of
Buyer at the Delivery Point,

(a) All gas delivered from the Province of Alberta by Seller to Buyer hereunder shall be measured as to
volume of gross heating value by NOVA in accordance with the provisions of its approved and
published gas transportation tariff at the nearest NOVA metering facility located upstream of the
Delivery Point. All such measurements made by NOVA (including all corrections thereof in
accordance with its approved and published gas transportation tariff) shall be final and binding upon
Seiler and Buyer as to the gas delivered from the province of Alberta by Seller to Buyer for all
purposes of this Agreement.

(b} All gas delivered from the Province of Saskatchewan by Seller to Buyer hereunder shall be
measured as o volume and gross heating value by TCPL in accordance with the provisions of its
approved and published Gas Transportation Tariff at the nearest TCPL metering facility located
downstream from the Delivery Point. All such measurements made by TCPL (including all
corrections thereof in accordance with its approved and published Gas Transportation Tariff) shall be

final and binding upon Seller and Buyer as to the gas delivered from the Province of Saskatchewan
by Seller to Buyer for all purposes of this Agreement.

ARTICLE V - TITLE

5.01 Transfer and Possassion: As between Seller and Buyer, possession of and title to all gas
delivered under each Gas Purchase Contract shall pass from Seller to Buyer at the Delivery Point.

5.02 Warranties and Representations of Seller: Seller hereby covenants, warrants and
represents to Buyer that:

(a) Seller shall at the Delivery Point have good right or title to all gas to be soid under each Gas
Purchase Contract, and shall sell the gas to Buyer at the Deiivery Point, free and clear of all liens,
charges, encumbrances and adverse claims of avery nature and kind whatsoever: and
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(b) Seller shall at the Delivery Point have the right to deliver the gas to be delivered or tendered for
delivery under each Gas Purchase Contract and shall see to the delivery of the gas under each Gas
Purchase Contract at the Delivery Point free and clear of all liens, charges, encumbrances and
adverse claims of every nature and kind whaitsoever.

5.03 Seller to Pay Royalties Etc.: Seller shall at all times have the obligation to make payment of
and to protect Buyer from all liabilities with respect to royalties, overmriding royalties and all other payments
whatsoever to owners of mines and minerals and to royalty owners in connection with the delivery and
sale of gas under the Gas Purchase Contracts.

5.04 Indemnity: Seller shall indemnify Buyer and hereby agrees to save Buyer harmless from and
in respect of all suits, actions, debts, accounts, damages, costs, losses and expenses of every nature and
kind whatsoever (including reasonable legal fees and disbursements on a solicitor and ¢client basis) arising
from or in connection with any adverse claims of any or all persons or parties to the gas or to royalties,
taxes, licence fees or charges thereon, which are applicable before the title to the gas sold by it hereunder
passes to Buyer at the Delivery Point, or which are applicable before delivery of such gas hereunder at the
Delivery Point as a result of any claim or action of any person or party claiming by, through or under
Seller. In the event that a bona fide claim is asserted against Buyer in respect of any of the gas as
aforesaid, Buyer may retain the purchase price thereof up to the amount of such claim, without interest,
until such claim has been finally determined, as security for the performance of Seller's obligations
hereunder with respect to such claim or until Seller shall have fumished a surety bond or other form of
security reasonably satisfactory to Buyer in connection with the subject claim.

5.05 Limitation on Damages: Notwithstanding the foregoing provisions of this Article V, Buyer

shall not be entitied to recover from Seller, or to be indemnified by Seller against, consequential damages

resulting from the failure of Seller to fulfil any of its obligations hereunder or under any Gas Purchase

Contract. For the purposes of the proceeding sentence, the term “consequential damages*® includes (but

is not limited to):

{c) damages or loss incurred by Buyer or any other person as a result of the failure of Buyer, or such
other person to meet its or his obligations to third parties,

(d) damages or loss incurred by Buyer or any other person as a result of any loss of use of or loss of
production from any facility and

{e) loss of profits.

ARTICLE VI - PAYMENTS
6.01 Monthly Billing:

(a) Seller shall, on or before the fifteenth (15th) day of each month (the "Billing Month®) following the
month during which delivery of gas shall have been made under a Gas Purchase Contract (the
"Delivery Month*®), deliver to Buyer a statement for the Delivery Month showing the daily and total
quantity (expressed in 109m? and gigajoules) of gas delivered under the subject Gas Purchase
Contract or, if such information is not available by that day, an estimate of such daily and total

quantities; and a bill with respect to the Delivery Month, together with information sufficient to explain
and support the amount billed.

(b) Any estimates of any daily and total amounts shall be based on the nominated volumes for each day
during the Delivery Month, and the heat content of the gas shall be in accordance with the estimate
of the Receiving Pipeline for the period in question.
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6.02 Payment Date: Buyer shall pay Seller on or before the twenty fitth (25th) day of the Billing
Month, the amount due to Seiler with regard to gas sold or reasonably estimated to have been sold, in the
Delivery Month, calculated in accordance with the provisions of this Agreement, by direct electronic
transfer to the account of Seller, at the account number, transit number and bank specified on Seller's
monthly statement. In the event that the twenty fifth (25th) day of the Billing Month is not a business day,
then Buyer shall pay Seller as aforesaid on or before the first business day immediately after the twenty
fifth (25th) day of the Billing Month. If Seller's bill for any Billing Month is based on an estimate of the gas
sold in the Delivery Month then the parties shall make all necessary adjustments in the month following
the Billing Month to retlect the actual volumes of gas sold, provided that such adjustments shall exciude
the payment of any interest on adjusted amounts. If the presentation of the bill to Buyer is delayed after
the fifteenth (15th) day of the Billing Month, then the time for payment shall be extended accordingly
unless Buyer is responsible for such delay.

6.03 Examination of Records: Each of Seller and Buyer shall have the nght to examine, at all
reasonable times and from time to time during the duration of the purchase under any applicable Gas
Purchase Contract, the books, records and accounts of the other to the extent reasonably necessary to

verity the accuracy of any statement, billing or computation made under or pursuant to the provisions of
such Gas Purchase Contract.

6.04 Remedies for Nonpayment:

(a) Should Buyer fail to pay all of the amount of any bill as herein provided when such amount is due,
Interest shall accrue on the unpaid part of such bill commencing on the date such payment is due.
All such Interest shall be payable on demand by Buyer to Seller.

(b) It any such failure by Buyer to pay continues for a period of ten (10) days after payment is due, then
Seller may, in addition to any other remedies that it may have under the terms of this Agreement,
suspend further delivery of gas under the applicable Gas Purchase Contract until such amount is
paid. If such default continues for an additional period of thirty (30) days, then Seller shall have the
right to terminate such Gas Purchase Contract by notice to Buyer.

(¢} Notwithstanding the foregoing, if Buyer in good faith disputes the amount of any such bill or any part
thereot and shall have paid to Seller such amounts as Buyer concedes to be correct and if Buyer at
any time, but in any event within twenty (20) days after a demand made upon it by Seller for security
with respect to the amount in dispute, shall have fumished reasonable secunty assuring payment to
Seller of the amount ultimately found to be due to Seller upon such bill, by agreement or by a
decision of a court of competent jurisdiction, as the case may be, then Seller shall not be entitled to
suspend further delivery of gas hereunder nor to terminate this Agreement as a result of nonpayment
untess Buyer defaults under the terms and conditions of such security,

6.05 Adjustments: Subject to the provisions of Section 6.02, if it shall be found that at any time
Buyer has been overcharged by Seller in relation to the applicable Gas Purchase Contract and Buyer shall
have actually paid the bills containing such overcharge, then within thirty (30) days after the final
determination thereof, Seller shall refund the amount of any such overcharge and if such overcharge was
the result of Seller's error, then Interest shall be charged on the amount in question from the date the
overcharge was paid to the date that Buyer is reimbursed for the overcharge. If any such overcharge is
not a result of an error on the part of Seller, then no interest shall be charged. Similary, if it shall be found
that at any time Buyer has been undercharged under the provisions of the applicable Gas Purchase
Contract, then within thirty (30) days after the final determination thereof, Buyer shall pay the amount
undercharged and if such undercharge was the result of the error of Buyer, then Interest shall be charged.
If any such undercharge is not a result of an error on the part of Buyer, then no interest shall be charged,
provided however that Interest shall be payable by Buyer on the amount of any such undercharge if Buyer
shall fail to pay the amount thereof within thirty (30) days after the final determination thereof, in which
event Interest shall be calculated and payable thereon from the first day after such thirty (30) day period to
the date of payment of the undercharge by Buyer.
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6.06 Disputes: Notwithstanding anything herein contained to the contrary, neither party hereto shall
be entitled to dispute the volume of gas delivered, or the amount paid or payable with respect thereto,
unless such dispute is raised by notice to the other party within twenty-four (24) months after the end of
the month in which the gas in question was delivered.

6.07 Responsibility for Taxes: As between Seller and Buyer the price for gas sold hereunder shall
be inclusive of, and Seller shall be responsible for the payment of, all amounts with respect to royalties,
overriding royatties, and all taxes including business transfer, severance, sales, value added, excise and
all other similar taxes, levies, and charges that are payable or validly exigible on the gas delivered by
Selter to Buyer hereunder prior to the sale of the gas hereunder at the Delivery Point, whereas Buyer shall
be responsible for the payment of all such taxes, levies and charges that are validly payable or exigible on
the gas after the sale thereof at the Delivery Point.

6.08 Goods and Services Tax: It Buyer is required by law to pay an amount of Goods and
Services Tax (“GST*) to Seller as agent of the Crown with respect to the sale of any gas under a Gas
Purchase Contract, then the following provisions shall, notwithstanding all other provisions hereof to the
contrary, govem such sales:

(@) in addition to all other amounts payable under the subject Gas Purchase Contract, Buyer shall pay to
Seller in accordance with the payment provisions set forth in this Article VI, the amount of GST
exigible in respect of the sale;

(b) Seller shall hold the GST paid by Buyer as agent for the Crown and shall remit such GST as required
by law; and

| (c) Seller shalf be entitled to use all remedies provided by law and under this Agreement conceming any

unpaid amount in order to recover all amounts of unpaid GST.

Notwithstanding any other provision of this Agreement to the contrary, if any amount becomes payable by
a party to this Agreement as a result of that party’s failure to perform all or part of its obligations under the
applicable Gas Purchase Contract, then such failure to perform shall be deemed to be a breach of such
Gas Purchase Contract for GST purposes and the amount payable with respect to that breach shall be
increased to include the amount of GST payabie in respect thereof.

6.09 Set-off: Buyer shall be entitled to set off any amount owed by Seller to Buyer (or to any person
controlled by, controlling or under common control with Buyer) howsoever arising, against amounts owed
to Seller by Buyer under any Gas Purchase Contract.

ARTICLE VIl - FORCE MAJEURE

7.01 Suspension: Subject to the provisions of this Article VII, if either party to this Agreement is
unable to observe or perform any of the covenants or obligations herein imposed upon it and such inability
shall have been caused by Force Majeure, then subject to Section 7.03 such inability shall be deemed not
to be a breach of such covenants or obligations and such covenants and obligations shall be suspended
during the continuance of the event of Force Majeure except for the abligation of a party hereto to make
payment of any amounts then owing under the said Gas Purchase Contract,

7.02 Force Majeure:
(a) For the purposes of this Agreement, the term "Force Majeure” shall mean:
()  the orders of any court or govemmental authority, agency or tribunal; and

(i) any acts of God, lightning, earthquakes, storms, strikes, lockouts or other industrial disturbances,
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, epidemics, landslides,
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fioods, fires, washouts, arrests and restraints of governments and people, civil disturbances,
explosions, breakages of or accidents to machinery or lines of pipe, or any other cause, not within
the reasonable control of the party claiming suspension and which, by the exercise of due diligence,
such party could not have prevented or is unable to overcome, and which prevents Seller in whole or
in part from delivering the Nominated Volume at the Delivery Point or which prevents Buyer, in whole
or in part, from taking the Nominated Volume at the Delivery Point.

(b) I Seller wishes to claim Force Majeure under a Gas Purchase Contract, then:

(i}  Seller shall not do so in order to reduce its obiigations to deliver the Daily Volume thereunder on any
day unless it has on that day first interrupted all of its interruptible gas sales; provided however, that
Seller shall not be obligated to first interrupt its interruptible gas sales as aforesaid if or to the extent
that to do so would not help to mitigate the Force Majeure being claimed; and

(i) any reduction in Seller's deliveries hereunder shall be in an amount which fairly represents the
prorated amount that the Daily Volume under such Gas Purchase Contract represents at the tima.
Such prorationing in relation to Seller’s firm sales shall involve all of Seller's firm sales where

prorationing will enhance Seller's ability to deliver gas to Buyer hereunder but need not involve any
other of Seller's firm sales.

{c) If Buyer wishes to claim Force Majeure under a Gas Purchase Contract, then:

()  Buyer shall not do so in order to reduce its obligations to take the Daily Volume thereunder on any
day unless it has on that day first interrupted all of its interruptible gas purchases; provided however,
that Buyer shall not be obligated to first interrupt its interruptible gas purchases as aforesaid if or to
the extent that to do so would not help to mitigate the Force Majeure being claimed; and

(i) any reduction in Buyers' takes hereunder shall be in an amount which firmly represents the prorated
amount that the Daily Volume under such Gas Purchase Contract represents of Buyers' firm
purchases at the time. Such prorationing in relation to Buyers' firm purchases shall involve all of
Buyers' firm purchases where prorationing will enhance Buyers' ability to take gas from Seller
hereunder but need not involve any other of Buyers firm purchases.

7.03 No Relief: The parties hereto shali not be entitled to the benefit of the provisions of
Section 7.01 under any of the following circumstances:

(a) To the extent that the inability is caused by the negligence or contributory negligence of the party
claiming suspension,

(b) To the extent that the inability is caused by the party claiming suspension having failed to resume
with all reasonable dispatch, the performance of such covenants or obligations.

(c) If the event of Force Majeure is caused by a lack of finances or is related to the payment of any
amount or amounts due hereunder.

(d) Unless as soon as reasonably possible after the happening of the occurrence refied upon or as soon
as possible after determining that the occurrence is in the nature of Force Majeure and would affect
the claiming party’s ability to observe or perform any of its covenants or obligations under the
applicable Gas Purchase Contract, the party claiming suspension shall have given to the other party
hereto notice to the effect that by reason of Force Majeure (the nature and particulars whereof shall

be therein fully specified) the claiming party is unable to perform the particular covenants or
obligations.
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7.04 End of Suspension: The party claiming suspension by reason of Force Majeure shall give
notice to the other party, as soon as possible after the event of Force Majeure shall have been remedied,
to the effect that the same has been remedied and that such party has resumed, or is then in a position to

resume, the performance of the suspended covenants or obligations under the applicable Gas Purchase
Contract.

7.05 Limitation on Suspension of Obligations: If at any time during the term hereof, the
covenants and obligations under a Gas Purchase Contract of either Buyer or Seller (the "Party Claiming
Suspension®) are continuously suspended for a period of at least thirty (30} days by reason of an event of
Force Majeure claimed by the Party Claiming Suspension, then the other party hereto may by notice to the
Party Claiming Suspension, terminate all or part of the obligations to deliver and to take under the
applicable Gas Purchase Contract effective as of the date of such notice, provided that any such
termination or reduction of obligations shall relate to no more than the obligations to deliver and to take
gas thereunder which have been suspended for such period of at least thirty (30) days by reason of such
claim of Force Majeure, whereas all other obligations to deliver and to take thereunder shall remain in full
force and effect to the extent that is reasonable in the circumstances.

7.06 Strikes or Lockouts: Notwithstanding anything to the cantrary in this Article Vil expressed or
implied, the settlement of strikes, lockouts and other industrial disturbances shall be entirely within the
discretion of the party involved therein and such party may make settiement thereof at such time and on
such terms and conditions as it may deem to be advisable and no delay in making such settiement shall
deprive such party of the benelfit of Section 7.01.

ARTICLE VIil - MISCELLANEOUS

8.01 Notices: Any notice, request, consent, direction, demand, waiver, invoice or other instrument
required or permitted to be given under the provisicns of this Agreement or any Gas Purchase Contract
shall be in writing. Written communications as aforesaid may be given by delivery or by telex, telecopier
or other form of instant written telecommunication, in each case addressed as follows:

TO ST. LAWRENCE GAS: ST. LAWRENCE GAS COMPANY, INC.
(i) Deliveries ° 33 Steamns Street

Massena, New York 13662

USA
(i) Mailing Address same as above

Attention; President

& General Manager

Telecopier: (315) 764-9226
Telephone: {315) 769-3511

(iii) Nominations Attention: Manager, Gas Control

Telecopier: (416) 491-7497
Telephone: (416) 495-5869
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TO SELLER:

Attention:
Telecopier:
Telephona:

Any written communication except nominations pursuant to paragraph 3.02 and notices pursuant to
paragraph 3.04 b as aforesaid, delivered by hand or sent by telex, telecopier or other form of instant
written telecommunication, shall for the purposes of this Agreement and any Gas Purchase Contract be
deemed to have been given or made on the day on which it is received if such communication is received
no later than 4:30 p.m. at the place of receipt on a business day, and if received later than that on such
business day or if received on a day other than a business day, then the communication shall be deemed
to have been given or made on the next following business day. Either party may give notice of the
change of its address for the purposes of this Agreement and any Gas Purchase Contract in the same
manner as provided above,

8.02 Further Assurances: Each party shall from time to time during the term hereof upon any
reasonable written request, make, do, execute and deliver, or cause to be made, done executed and
delivered, all such further acts, deeds, assurances and things as may be reasonably required to carry out
the intent of this Agreement or a Gas Purchase Contract.

8.03 Assignment: Neither party shall have the right to assign this Agreement and or any Gas
Purchase Contract or any of its rights, benelfits, duties and obligations hereunder or thereunder without the
prior written consent of the other party.

8.04 Waivers: Either party hereto in its sole discretion may waive, without thereby prejudicing such
party’s right to rely on any other provision of this Agreement or a Gas Purchase Contract for such party’s
sole benefit, a breach or default of any covenant or provision of this Agreement or any Gas Purchase
Contract for the benefit of such party. No such waiver shall, however, be effective unless in writing signed
by the party giving the waiver and no such waiver shall operate as a waiver of any future breach or
default, whether of a like or different character.

8.05 Confidentiality: All data, documents and information of a confidential nature conceming the
business or assets of either party to this Agreement which are made available or disclosed to the other
party hereto pursuant to the terms of this Agreement or a Gas Purchase Contract (the "Confidential
Information®), shall be kept and maintained on a confidential basis by the party hereto which is the
recipient thereof. Each party hereto shall implement such measures and shall take such precautions as
may be reasonably necessary to endeavour to ensure the confidentiality of all Confidential Information.
Notwithstanding the foregoing, either party hereto may, without consultation with or notice to the other
party hereto, disclose Confidential Information to any court, government, govemmental agency, requlatory
body or quasi-judicial agency (*Regulatory Agency”) at any time and from time to time and may thereby
cause the Confidential Information to become public if and to the extent that may be required by any
Regulatory Agency or the rules, regulations, procedures, requirements or practices of any Regulatory
Agency.
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8.06 Successors and Assigns: Subject to Section 8.03, this Agreement shall be binding upon and
shall enure to the benefit of the parties hereto and their respective successors and permitted assigns.

IN WITNESS WHEREOF the parties hereto have executed an

as of the day and year first above written.

ST. LAWRENCE GAS COMPANY, INC. SELLER:

Per:

Title:

Per.

Title:

Spotwr.15

d delivered this Agreement effective

Per:

Title:

Per:

Title;




----'---

-16-

SCHEDULE *A°
MADEASOFTHE __DAYOF __ _ , 199_BETWEEN ST. LAWRENCE GAS COMPANY, INC.

AND

GAS PURCHASE CONFIRMATION FORM NO.

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions descnbed
below.

1. SELLER:
NAME:
ADDRESS:
TELEPHONE NO.
FAX NO.

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller:

3. DAILY VOLUME: 10%m?

4, DELIVERIES TO COMMENCE 8:00 AM. (E.S.T.) ON
AND TO END 8.00 a.m. (E.S.T.) ON . 199

, 199

5. PRICE: s per gigajoule
6.  DELIVERY POINT(S):

7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11, The Mastar Form of Short Term Firm Gas Purchase Agreamaent (Westemn Deliverias) dated as of the ___ day of

. 189 _ (the "Master Agreement”) batween Buyer and Seller shall apply to the gas purchase and sale arrangements
outlined in this Gas Purchase Confirmation Form such that the tarms and conditions of the Master Agreement shall by this
raference be deemed to be incorporated harein.

12. When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them In counterpart, it may
be transmitted by fax from ona party to the other. Al faxed copies hereol and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchasa Confimation Form has been fully signed and faxed or delivared between Buyer

and Seller, then it or counterpart copies theraof together with the Master Agreement shall contaln all of the terms of a binding
contract batween the parties. )

DATED THIS DAY OF _ . 199,
SELLER:
ST. LAWRENCE GAS COMPANY, INC.
Par: Per:
Tide Title
Per: Peor:
Title Title
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7. REMOVAL PERMIT NO.:

-13-
THIS IS SCHEDULE "A® TO A MASTER FORM OF SHORT TEAM FiRM GAS PURCHASE AGREEMENT (WESTERN

DELIVERIES) MADE AS OF THE 1ST DAY OF NOVEMBER , 1993 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND ENRON GAS MARKETING CANADA INC. OF THE SECOND PART

GAS PURCHASE CONFIRMATION FORM NO.

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described
below,

1. SELLER: ENRON GAS MARKETING CANADA INC.
ADDRESS: 6711 Mississauga Rd. Suite 701, Mississauga, Ontario LSN 2W3
TELEPHONE NO: (305) 8214215
FAX NQ. (905) 821-3870

2. GST REGISTRATION NOS, St. Lawrence: R136596067 Seller:

3. DAILY VOLUME: 24.7 10°m?

4. DELIVERIES TO COMMENCE B:00 AM. (M.S.T.) ON November 1. 1993
AND TO END 8.00 a.m. (M.S.T.) ON December 1, 1993

5. PRICE: $2.095 per gigajoule

6. DELIVERY POINT(S): Empress

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10.  OTHER TERMS AND CONDITIONS:

11. The Master Form of Short Term Firm Gas Purchase Agreement (Westem Deliveries) dated as of the 1st day of November,
1993 between Buyer and Seller shall apply to the gas purchase and sale arrangemants outlined in this Gas Purchase Confirmation
Form such that the terms and conditions of tsuch form of Agreemant shall by this reference be deemed to be incorporated herain,

12.  When this Gas Purchase Confirmation Form has baen signed by Buyer and Seller, or by either of tham in countarpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on faxed copias shall for all purpases
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered between Buyer
and Seller, then it or counterpart copies thereof together with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreement (Wester Deliverios) shall contain all of the terms of a binding contract between the parties.

DATED THIS DAY OF L 199

SELLER:
ENRON GAS MARKETING CANADA INC. ST. LAWRENCE GAS COMPANY, INC.
Per: Per:

Title Title
Per: Per:

Title . Title
SCHEDULE .1




-13-
THIS IS SCHEDULE A TQ A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 1ST DAY OF FEBRUARY. 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC., OF THE
FiRST PART, AND AMOCO CANADA PETROLEUM COMPANY LTD.. OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. AMOC -69

The parties have agreed that Buyer will buy natural gas from Sefier on a firm basis on the terms and conditions described

below.

1. SELLER: AMOCO CANADA PETROLEUM COMPANY LTD.
ADDRESS: P. Q. Box 200, Station M, 240 - 4th Avenue S. W. Calgary, Alberta T2P 2H8
TELEPHONE NO: (403) 234-4078 .
FAX NO. {403} 234-4151

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller:

3 DAILY VOLUME: 226 10°m + TCPL Compressor Fuel

4, DELIVERIES TO COMMENCE 8:00 AM. (M.S.T.) ON February 1, 1994
AND TO END 8.00 a.m. (M.S.T.) ON March 1, 1994

5. PRICE: $2.17 per gigajoule
6. DELIVERY PQINT(S). Emprass

7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10.  OTHER TERMS AND CONDITIONS:

11. The Mastar Form of Short Term Firm Gas Purchase Agreement (Western Delivenes) dated as of the 15t day of February,
1984 between Buyer and Seller shall apply to the gas purchase and sale arrangsments outlined in this Gas Purchase Confirrnation
Form such that the terms and conditions of the Master Agreemant shall by this reference be deemed to be incorporated herein,

12, When this Gas Purchase Confirmation Form has bean signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed capias hereof and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchasa Confirmation Form has been fully signed and taxed or delivered betwean Buyer
and Seller, then it or counlarpart copies thereof together with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreement (Westemn Daliverias) shall contain ail of the terms of a binding contract between the parties.

DATED TH!IS DAY OF __,199.

SELLER:
AMOCO CANADA PETROLEUM COMPANY INC. ST. LAWRENCE GAS COMPANY, INC.
Per: Per,

Titte Title
Per: Par:

Title ‘ ’ Title
SCHEDULE.1
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THIS IS SCHEDULE *A® TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 29TH DAY OF APRIL, 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND CONTINENTAL ENERGY MARKETING LTD., OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. CEML-12

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described
below.

1. SELLER:
NAME: CONTINENTAL ENERGY MARKETING LTD.
ADDRESS: Suite 1600, 633-6th Avenue S.W. Calgary, Albenta T2P 2Y5

TELEPHONE NO: (403) 297-9807 -
TELECOPIER: {403) 237-6021

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller:

3. DAILY VOLUME: 22.6 10°m? + TCPL Compressor Fuel

4. DELIVERIES TO COMMENCE 8:00 AM. (M.ST.) ON May 1, 1994
AND TO END B.00 AM. {M.S.T.) ON June 1, 1994

5. PRICE: $2.10 per gigajoule
6. DELIVERY POINT(S): Empress

7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11.  The Master Form of Short Term Firm Gas Purchase Agreemant (Westem Deliveries) dated as of the 29th day of April,
1984 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchase Confirmation
Form such that the terms and conditions of such Form of Agreement shall by this reference be deemed to be incorporated herain,

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by tax from one party to the other. All faxed copies hereof and al| signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirmation Form has bean fully signed and faxed or delivered between Buyer
and Seller, then it or counterpart copies thereo! together with the atoremaentioned Master Form of Short Term Firm Gas Purchase
Agreement (Westem Delivertas) shall contain a!l of the terms of a binding contract between the parties.

DATEDTHIS ___ _ DAYOF , 199 _ |

SELLER:
CONTINENTAL ENERGY MARKETING LTD. ST. LAWRENCE GAS COMPANY, ING,
Per: Per:

Title Title
Per: : Par:

Title Title
SCHEDULE.1
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THIS IS SCHEDULE A" TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 29TH DAY OF APRIL, 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND CONTINENTAL ENERGY MARKETING LTD., OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. CEML-13

The parties have agreed that Buyaer will buy natural gas from Seller on a firm basis on the terms and conditions described
below.

1. SELLER:
NAME: CONTINENTAL ENERGY MARKETING LTD.
ADDRESS: Suite 1600, 633-6th Avenue S. W. Calgary, Alberta T2P 2YS

TELEPHONE NO: (403) 297-9807
TELECOPIER: (403) 237-6021

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller:

3. DAILY VOLUME: 22.6 10°m? + TCPL Compressor Fuel

4. DELIVERIES TO COMMENCE 8:00 A.M. (M.S.T.) ON June 1, 1994
AND TO END 8.00 A.M. (M.5.T.)ON July 1, 1994

5. PRICE: $1.86 per gigajoule
6. DELIVERY POINT(S}): Emprass

‘7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11, The Mastar Form of Short Term Firm Gas Purchase Agreement (Westem Deliveries) dated as of the 29th day of Apnil,
1994 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchass Confirmation
Form such that the terms and conditions of such Form of Agreemaent shall by this reference be desmed 1o be incorporatsd herein.

12.  When this Gas Purchase Confirmation Form has been signed by Buyaer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed Copies hereof and all signatures on faxed copies shail for all purposes
be treated as onginals. When this Gas Purchase Confirmation Form has been tully signed and faxed or delivered between Buyer
and Seller, then it or counterpart copies thereot togather with the aforementioned Master Form of Shart Term Firm Gas Purchase
Agreement (Westem Detiveries) shall contain all of the terms of a binding contract between the partias.

DATEDTHIS ___ ___ DAYOF ,199

SELLER:
CONTINENTAL ENERGY MARKETING LTD. ST. LAWRENCE GAS COMPANY, INC.
Par: Per:

Title Title
Per: Per.

Title Title
SCHEDULE.1
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THIS IS SCHEDULE *A* TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 29TH DAY OF APRIL, 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND CONTINENTAL ENERGY MARKETING LTD., OF THE SECOND PART

GAS PURCHASE CONFIRMATION FORM NO. CEML-14

The parties have agreed that Buyaer will buy natural gas from Seller on a firm basis on tha terms and conditions described

below.
1. SELLER: |
NAME: CONTINENTAL ENERGY MARKETING LTD,
ADDRESS: Suite 1600, 633-6th Avenue S. W, Calgary, Alberta T2P 2Y5

TELEPHONE NO: ({403) 297-9807
TELECOPIER: (403) 237-6021

2. GST REGISTRATION NOS. $t. Lawrence: R136596067 Seller:

3 DAILY VOLUME: 22.6 10°m? + TCPL Compressor Fuel

4. DELIVERIES TO COMMENCE 8:00 AM, (MS.T)ON July 1,1954
AND TO END 8.00 AM. (M.S.T.) ON August 1, 1994

5. PRICE: $1.81 per gigajoute
6. DELIVERY POINT(S):  Empress

7. REMOVAL PERMIT NO.;

RECEIVING PIPELINE:

DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11, The Master Form of Short Term Firm Gas Purchase Agreement (Westem Deliveries) dated as of the 29th day of April,
1994 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchase Confirmation
Form such that the terms and conditions of such Form of Agreement shall by this reference be deemad to be Incorporated herein.

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Saller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hareof and all signaturas on faxed copies shail for all purposes
be treated as originals. When this Gas Purchase Conlfirmation Form has been fully signed and faxed or delivered between Buyer
and Seller, then it or counterpart copies thareo! together with the aforemantionad Master Form of Short Term Firm Gas Purchase
Agreement (Westem Delivaries) shall contain all of the terms of a binding contract between the parties.

DATED THIS DAY OF , 199

SELLER:

CONTINENTAL ENERGY MARKETING LTD. ST. LAWRENCE GAS COMPANY, INC.

Par: Per:

Tite Title
Per. - Per.

Title Title
SCHEDULE .1
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THIS IS SCHEDULE *A* TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 2ND DAY OF NOVEMBER, 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIAST PART, AND CIBOLA CANADA ENERGY MARKETING COMPANY, OF THE SECOND PART

GAS PURCHASE CONFIRMATION FORM NO. CIHS-1

The parties have agreed that Buyer will buy natyral gas from Seller on a firm basis on the terms and conditions described
below.

1. SELLER:
NAME: CIBOLA CANADA ENERGY MARKETING COMPANY
ADDRESS: #9, 1601 RIVER ROAD EAST, KITCHENER, ONTARIO N2A Y4

TELEPHONE NO: (519) 894.9555
TELECOPIER:  (518) 894-9607

2. GST REGISTRATION NOS. SL Lawrence: R1365965067 Seller: R129781274
3 DAILY VOLUME: 22.6 10°m? + TCPL Compressor Fuel

4. DELIVERIES TO COMMENCE 8:00 AM. (M.S.T..) ON NOVEMBER 1, 1994
AND TO END B.00 A M. (M.5.7.) ON DEGEMEER 1, 1994

S. PRICE: $1.79 per gigajoule

6. DELIVERY POINT(S): Empress

"7 REMOVAL PERMIT NO.: GR 91.082

8 RECEIVING PIPELINE:  TCPL
9. DELIVERING PIPELINE: NOVA

10. OTHER TERMS AND CONDITIONS:

11.  The Master Form of Short Term Firm Gas Purchase Agreement (Wastem Daliveries) dated as of the 2nd day of
November, 1994 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchase
Confirmation Form such that the terms and conditions of such Form of Agreement shall by this reference be deemed 1o be
incorporated herein. .

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on faxed copies shall tor all purposes
be treated as oniginals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered betwaen Buyer
and Sedler, then it or counterpart copies thereof together with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreemnent {(Wastem Deliverias) shall contain all of the terms of a binding contract between the partias.

DATED THIS DAY OF , 199 _

SELLER:
CIBOLA CANADA ENERGY MARKETING COMPANY ST. LAWRENCE GAS COMPANY, INC.
Per: Per:

Title Title
Per: Per:

Title Title .
SCHEDULE.1
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THIS IS SCHEDULE "A® TO A MASTER FORM OF SHORT TEAM FIRM GAS PURCHASE AGREEMENT {(WESTERN
DELIVERIES) MADE AS OF THE 2ND DAY OF NOVEMBER, 1994 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND CIBOLA CANADA ENERGY MARKETING COMPANY, OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. CIHS-2

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described

below.
1. SELLER:
NAME: CiBOLA CANADA ENERGY MARKETING COMPANY
ADDRESS: #3, 1601 RIVER ROAD EAST, KITCHENER, ONTARIO N2A 3Y4

TELEPHONE NO: (519) 894.9555
TELECOPIER: (519) 894-3607

2, GST REGISTRATION NOS. St. Lawrence: R136596067 Seller R129781274
3. DALY VOLUME: 22.6 10°m? + TCPL Compressor Fual

4, DELIVERIES TO COMMENCE 8:00 AM. (M.S.T..) ON DECEMBER 1, 1994
AND TO END 8.00 A.M. (M.S.T.) ON JANUARY 1, 1995

5. PRICE: $1.71 per gigajoule

6.  DELIVERY POINT(S)::  Empress

7. REMOVAL PERMIT NO.: GR 91-082

8. RECEIVING PIPELINE:  TCPL
9. DELIVERING PIPELINE: NOVA

10.  OTHER TERMS AND CONDITIONS:

11, The Master Form of Short Term Firm Gas Purchase Agreement (Westemn Delivenies) dated as of the 2nd day of
November, 1934 betwaen Buyer and Saller shall apply to the gas purchase and sale arrangemaents outlined in this Gas Purchase

Confirmation Form such that the terms and conditions of such Form of Agrearnent shall by this reference be deemed to be
incorporated hergin, :

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, o by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on taxed copies shall for all purposes
ba treated as originals. When this Gas Purchase Confirmation Form has been tully signed and taxed or delivared batween Buyer
and Seller, then it or counterpart copies thereof together with the aforementioned Master Form of Short Term Firm Gas Purchase

“Agreement (Westem Deliveries) shall contain all of the terms of a binding contract between the parties.

DATED TH!S DAY OF L1989 _ .

SELLER:
CIBOLA CANADA ENERGY MARKETING COMPANY ST. LAWRENCE GAS COMPANY, INC.
Par. Per.

Titde Title
Per: Per: -

Title Title
SCHEDULE.1
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THIS IS SCHEDULE "A* TO A MASTER FORM QF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 315T DAY OF JANUARY, 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND DIRECT ENERGY MARKETING LIMITED, OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. DEML-15

The parties have agreed that Buyer will buy natural gas trom Seller on a firm basis on the terms and conditions described
below.

1. SELLER:
NAME: DIRECT ENERGY MARKETING LIMITED
ADDRESS: Suite 204, 45 Sheppard Avenue East, Willowdale, Ontario M2N 5W9

TELEPHONE NO: (416) 733-8555
TELECOPIER: (416) 733-8958

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller: R101397875
3. DAILY VOLUME: 75.010%m?

4. DELIVERIES TO COMMENCE 8:00 AM. (M.5.T..) ON JANUARY 1, 1985
AND TO END 8.00 AM. (M.5.T.) ON FEBRUARY 1, 1995

5. PRICE:  $1.225 per gigajoule

6. DEUVERY POINT(S:  Empress

‘7. REMOVAL PEAMIT NO.. GR 90-175
8.  RECEIVING PIPELNE:  TCPL

9.  DELIVERING PIPELINE: NOVA

10. OTHER TERMS AND CONDITIONS:

11.  Tha Master Form of Short Term Firm Gas Purchase Agresment (Westem Deliveries) dated as of the 31st day of January ,
1995 betwean Buyer and Seller shall appiy to the gas purchase and sale arrangements outlined in this Gas Purchase Confirmation
Form such that the terms and conditions of such Form of Agreement shall by this referance be deemed to be incorporated harein.

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Saeller, or by eithar of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or dslivered between Buyer
and Seller, then it or counterpan copies tharecf together with the aforementioned Mastar Form of Short Terrn Firm Gas Purchase
Agreement (Westem Delivarias) shall contain ail of the terms of a binding contract between the parties. :

DATED THIS DAY OF L199

SELLER:
DIRECT ENERGY MARKETING LIMITED ST. LAWRENCE GAS COMPANY, INC.
Par: Per:

Title Title
Per: Par:

Title Title
SCHEDULE 1
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THIS IS SCHEDULE "A* TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
UELIVERIES) MADE AS OF THE 31ST DAY OF JANUARY, 1995 BETWEEN ST, LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND DIRECT ENERGY MARKETING LIMITED, OF THE SECOND PART

GAS PURCHASE CONFIRMATION FORM NO. DEML-16

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described
below,

1. SELLER:
NAME: DIRECT ENERGY MARKETING LIMITED

ADDRESS: Suite 204, 45 Sheppard Avenue East, Willowdale, Ontario M2N 5W9
TELEPHONE NO: (416) 733-8955 -
TELECOPIER: (416) 733-8958

2. GST REGISTRATION NOS. $t. Lawrence: 136596067 Seller: R101397875

3. DAILY VOLUME: 50.0 10°m?

4. DELIVERIES TO COMMENCE 8:00 A M. {(M.S.T.) ON FEBRUARY 1, 1395
AND TO END 8.00 A.M. (M.5.T.) ON APRIL 1, 1995

5. PRICE: $1.225 per gigajoule

6. DELIVERY POINT(S): Emprass

7. REMOVAL PERMIT NO.: GR 50-175
8. RECEIVING PIPELINE: TCPL

9. DELIVERING PIPELINE: NOVA

10. OTHER TERMS AND CONDITIONS:

1. The Master Form of Short Tarm Firm Gas Purchase Agreament (Westem Deliveries) dated as of the 31st day of January ,
1995 between Buyer and Seiier shall apply to the gas purchase and sale amangements outlined In this Gas Purchase Confirmation
Form such that the terms and conditions of such Form of Agresment shall by this reference be deemed to be incorporated herein.

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them In counterpart, it may
be transmilted by fax from one panty to the other. All faxad copias hereof and all signatures on faxed copies shall for all purpcses
be treated as originals. When this Gas Purchasa Confirmation Form has been fully signed and faxed or delivered batwesn Buyer
and Seller, then it or counterpart copias thereof togather with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreemant (Westem Delivaries) shall contain all of the terms of a binding contract between the partias.

DATEDTHIS __ _ DAYOF L 199 _

SELLER:
DIRECT ENERGY MARKETING LIMITED ST. LAWRENCE GAS COMPANY, INC.
Per: Par:

Title Title
Par: Per:

Tite Title
SCHEDULE 1
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THIS 1S SCHEDULE "A® TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 318T DAY OF JANUARY, 1995 BETWEEN ST, LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND DIRECT ENERGY MARKETING LIMITED, OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. DEML-17

The parties have agreed that Buyer will buy natural gas frem Saller on a firm basis on the terms and conditions described
below,

1. SELLER:
NAME: DIRECT ENERGY MARKETING LIMITED
ADDRESS: Suite 204, 45 Sheppard Avenue East, Willowdats, Ontario M2N 5W9

TELEPHONE NO: (416) 733-8955
TELECOPIER: (416) 733-8958

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller: R101387875
3. DAILY VOLUME: 50.0 10%m?

4, DELIVERIES TO COMMENCE 8:00 AM. (M.S.T.) ON APRIL 1, 1995
AND TO END B.00 AM. (M.S.T.) ON MAY 1, 1995

5. PRICE: $1.08 per gigajoule

6. DELIVERY POINT(S): Empress

7. REMOVAL PERMIT NO.: GR 90-175
8. RECEIVING PIPELINE: TCPL

9. DELIVERING PIPELINE: NOVA

10. OTHER TERMS AND CONDITIONS:

11. The Master Form of Short Term Firm Gas Purchase Agreament (Westem Deliveries) dated as of the 31st day of January ,
1995 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchase Confirmation
Form such that the tarms and conditions of such Form of Agreement shall by this reference be deemed to be incorporated haraein.

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Saller, or by either of them in counterpart, It may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on taxed coples shall for all purposes
be treated as ordginals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered between Buyer
and Seflar, then it or counterpart copies thareof together with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreement (Westem Deliverias) shall contain all of the terms of a binding contract between the parties.

DATED THIS DAY OF , 199

SELLER:
DIRECT ENERGY MARKETING LIMITED ST. LAWRENCE GAS COMPANY, INC.
Per: Per:

Tite Title
Per: Per:

Tite Title
SCHEDULE 1
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THIS IS SCHEDULE A" TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 1ST DAY OF FEBRUARY, 1934 BETWEEN ST. LAWRENCE GAS COMPANY, INC. OF THE

. FIRST PART, AND AMOCQ CANADA PETROLEUM COMPANY LTD.. CF THE SECOND PART

GAS PURCHASE CONFIRMATION FOAM NO. AMOC-39

The parties have agreed that Buyaer will buy natural gas from Seller on a firm basis on the terms and conditions described
below.

1. SELLER:
NAME: AMOCO CANADA PETROLEUM COMPANY LTD.
ADDRESS: P. O.Box 200, Siation M, 240-4th Avenue 5. W, Calgary, Alberta T2P 2H8
TELEPHONE NO: ({403} 234-4078
FAX NO. {403) 234-4151

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller: .

-3 DAILY VOLUME: UP TO 40.0 10°mm

4. DELIVERIES TO COMMENCE 8:00 A.M. (M.5.T..) ON May 1, 1995
AND TO END B.00 AM. (M.S.T.) ON June 1, 1995

5. PRICE: $1.23 per gigajoule
6, DELIVERY PQINT(S): Empress

7. REMOCVAL PERMIT NO.:

8. RECEIVING PIPELINE:  TCPL
9. DELIVERING PIPELINE: NOVA

10. OTHER TERMS AND CONDITIONS:

11, The Master Form of Short Tarm Firm Gas Purchase Agreement (Westem Deliveries) dated as of the 15 day of February,
1994 between Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this Gas Purchase Confirmation
Form such that the tarms and conditions of such Form of Agreament shall by this reference be deemad to be incorporated herain.

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in countarpart, it may
be transmitted by fax from one party to the other. All faxed copies hareof and all signatures on faxed copies shall for all purpeses
be treated as originals. Whaen this Gas Purchass Confirmation Form has been fully signed and faxed or delivered between Buyer
and Selier, then it or counterpant copies thereot together with the aforementionad Master Form of Short Term Firm Gas Purchase
Agreemsnt (Westamn Deliveries) shall contain all of the terms of a binding contract between the parties. i

OATED THIS DAY OF , 189 _ |

SELLER:
AMOCO CANADA PETROLEUM COMPANY LTD. ST. LAWRENCE GAS COMPANY, INC.
Per: Per:

Title Title
Per: Per:

Title Title
SCHEDULE 1
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THIS IS SCHEDULE A’ TO A MASTER FORM OF SHORT TERM FIRM GAS PURCHASE AGREEMENT (WESTERN
DELIVERIES) MADE AS OF THE 1ST DAY OF FEBRUARY, 1994 BETWEEN ST, LAWRENCE GAS COMPANY, INC. OF THE
FIRST PART, AND AMOCO CANADA PETROLEUM COMPANY LTD., OF THE SECOND PART
GAS PURCHASE CONFIRMATION FORM NO. AMOC-100

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described

below.
1. SELLER:
NAME: AMOCO CANADA PETRCLEUM COMPANY LTD.
ADDRESS: P. O.Box 200, Station M, 240-4th Avenue S. W. Calgary, Alberta T2P 2H8
TELEPHONE NO: (403) 2344078
FAX NO. (403) 234-4151

2. GST REGISTRATICN NOS. St. Lawrence: R136596067 Seller:

3. DAILY VOLUME: UP TO 40.0 10%m?

4, DELIVERIES TO COMMENCE 8:00 AM., (M.S.T..) ON June 1, 1895
AND TO END 8.00 AM. (M.S.T.) ON July 1, 1995

5. PRICE: $1.24 per gigajoule
6. DELIVERY POINT(S): Empress

7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE: TCPL
8. DELIVERING PIPELINE: NOVA

10. OTHER FERMS AND CONDITIONS:

11.  The Master Form of Short Term Firm Gas Purchase Agreement (Westem Defivaries) dated as of the 1st day of February ,
1994 batween Buyer and Seller shall appiy to the gas purchase and sale arangements outiined In this Gas Purchase Confirnation
Form such that the terms and conditions of such Form of Agreement shall by this relerence be deemed to be incorporated herain.

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. Al faxad copies hereo! and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered batween Buyer
and Seller, then it or counterpart copies thereof together with the aforementioned Master Form of Short Term Firm Gas Purchase
Agreement (Wastern Deliveries) shall contain all of the terms of a binding contract between the partias.

DATEDTHIS _____ _ DAY OF L 199

SELLER:
AMOCO CANADA PETROLEUM COMPANY LTD. ST. LAWRENCE GAS COMPANY, INC.
Per: Per.
Title Title
Per: Per:
Titte Title
SCHEDULE 1
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B REMOVAL PERMIT NO.:

SCHEDULE "A°
MADE AS OF THE 24TH DAY OF JULY, 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC. AND STAMPGAS INC.
GAS PURCHASE CONFIRMATION FORM NO. STAM -1

The parties have agreed that Buyer will buy natural gas from Sefler on a firm basis on the terms and conditions described
below.

1.  SELLER:

' NAME: STAMPGAS INC.
ADDRESS: 330 CHANDOS COURT, KITCHENER, ONTARIO N2A 3C2
TELEPHONE NO: (519) 894-1148
FAX NO. (519) 894-1421

2. GST REGISTRATION NOS. St, Lawrence: R136596067 Seller:

3. DAILY VOLUME: 40.0 10°m?

4. DELIVERIES TO COMMENCE 8:00 AM. (M.S.T.) ON JULY 1, 1935
AND TO END 8.00 A.M. (M.S.T.} ON AUGUST 1, 1995

5. PRICE: $1.02 per gigajoule

6. DELIVERY PQINT(S}): Empress

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11. The Master Form of Short Term Firm Gas Purchase Agreement (Weastern Delivaries) dtated as of the 24th day of July,
1995 (the *“Master Agreement®) batween Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this
Gas Purchase Confirmation Form such that the terms and conditions of such Form of Agreement shall by this reference be
deemed to be incorporated herein.

12, When this Gas Purchase Confirmation Form has baen signed by Buyer and Sellar, or by either of them in countarpart, it may
be transmitted by fax from one party to the other. All faxed copies herecl and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered between Buyer

and Seller, then it or counterpart copies thereof togethar with the Master Agreement shall contain all of the terms of abinding
contract between the partias.

DATED THIS ___ DAY OF , 199

SELLER:
STAMPGAS INC. ST. LAWRENCE GAS COMPANY, INC.
Per: Per;
Title Title
Per: Per:
Tide Title
SCHEDULE.1
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SCHEDULE A"

'MADE AS OF THE 28TH DAY OF JULY, 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC.
AND WASCANA MARKETING, A DIVISION OF WASCANA ENERGY INC.
GAS PURCHASE CONFIRMATION FORM NO. ( WCAN-21)

The parties have agreed that Buyer will buy natural gas from Seiler on a fim basis on the terms and conditions described balow.
1. SELLER: WASCANA MARKETING, A DIVISION OF WASCANA ENERGY INC.

CONTACT NAME: Bilf Hogue

ADDRESS: Bow Valley Square 2, 2500, 205 - Sth Avenue S. W. Calgary, Alberta T2P 2v7
TELEPHONE NO. (403) 260-3407 FAX NO.  (403) 266-2701

GST REGISTRATION NOS. St. Lawrence: R136596067 Seller: R104725338

DAILY VOLUME: 35.0 10°m’

4, DELIVERIES TO COMMENCE 8:00 A M. (EST) ON August 1, 1995
AND TO END 8.00 a.m. (EST)ON September 1, 1995
5. PRICE: $0.99 per gigajoule
6. DELIVERY POINT(S): Success
7. REMOVAL PERMIT NO.:
_B. RECEIVING PIPELINE:
9. DELIVERING PIPELINE:

10.  OTHER TERMS AND CONDITIONS:

11. Tha Master Form of Short Term Firm Gas Purchase Agresmaent (Western Deliverios) dated as of the 28th day of July, 1995
{the "Mastar Agreement') between Buyer and Saeller shall apply to the gas purchase and sale arrangements outlined in this Gas
Purchase Confiration Form such that the terms and conditions of the Master Agreement shall by this referanca be deemed to be
incorporated harein. -

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by aither of them in counterpart, it may
be transmitted by tax from one party to the other. All faxed copies hereo! and all signatures on faxed copies shal for all purpcses
be treated as originals, When this Gas Purchasa Confirmation Form has been fully signed and faxed or delivered between Buyar

and Seller, then it or counterpart copies thareof together with the Master Agreemant shall contain all of the terms of a binding
contract between the parties.

DATED THIS DAY OF , 199 .
SELLER:
WASCANA MARKETING, A DIVISION OF
WASCANA ENERGY INC. ST. LAWRENCE GAS COMPANY, INC.
Per: Per.
Title ‘ Title
Per: Per:
Title Title

a:gassup5/0508.17
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SCHEDULE A"

MADE AS OF THE 19TH DAY OF SEPTEMBER , 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC,

AND NOVAGAS CLEARINGHOUSE LTD.
GAS PURCHASE CONFIRMATION FORM NO.
The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described below.
1, SELLER: NOVAGAS CLEARINGHOUSE LTD.
CONTACT NAME: Ronald G. Demers
ADDRESS: 1275 North Service Rd. W. Suite 805 Oakville, Ontario LEM 3G4
TELEPHONE NO. : (905) 469-0244
FAX NO..: (505/469-0200
2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller-
DAILY VOLUME: 35.0 10°'m?®
DELIVERIES TO COMMENCE 8:00 A.M. (EST) ON September 1, 1995
AND TO END 8.00 am. (EST) ON October 1, 1995
PRICE: $1.04S per gigajoule
DELIVERY POINT(S): Emprass
REMOVAL PERMIT NO.:
RECEIVING PIPELINE: ‘
DELIVERING PIPELINE:
10. OTHER TERMS AND CONDITIONS:

b

11. The Master Form of Short Tenm Firm Gas Purchase Agreement (Westem Deliverias) dated as of the 19th day of September
1985 (the “Master Agreement”} between Buyer and Sellar shall apply to the gas purchasa and sale arrangements outlined in this

Gas Purchase Confimnation Form such that the terms and conditions of the Master Agreement shall by this referance be deemed to
be incorporated herein.

12, Whaen this Gas Purchase Cenfimation Form has been signad by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered batween Buyer

and Seller, then it or counterpart copies thereof together with the Master Agreemant shall contain all of the terms of a binding
contract between the partias.

OATEDTHIS _ DAY OF ., 199,

SELLER:
NOVAGAS CLEARINHOUSE LTD. ST. LAWRENCE GAS COMPANY, INC,
Par: ‘ Par.
Tite Title
Per: Per:
Title i} Title

NCLSTLO1.17
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SCHEDULE *A"

MADE AS OF THE 28TH DAY OF JULY, 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC.
AND WASCANA MARKETING, A DIVISION OF WASCANA ENERGY INC.
GAS PURCHASE CONFIRMATION FORM NO. { WCAN-22)

The partigs have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions described below.
1. SELLER: WASCANA MARKETING, A DIVISION OF WASCANA ENERGY INC.

CONTACT NAME: Bill Hoguse

ADDRESS: Bow Valley Square 2, 2500, 205 - 5th Avenue S. W. Calgary, Alberta T2P 2v7

TELEPHONE NO. (403) 260-3407 FAX NO.  (403) 266-2701

GST REGISTRATION NOS. St. Lawrence: R136596067 Sellar:
3. DAILY VOLUME: 35.0 10°m?

4. DELIVERIES TO COMMENCE 8:00 AM. (EST) ON October 1, 1995
AND TO END 8.00 a.m. (EST) ON November 1, 1995
5. PRICE: $1.13 per gigajoule
6. DELIVERY POINT{S): Bayhurst/Success
7. REMOVAL PERMIT NQ.:
8 RECEIVING PIPELINE;
. 9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11. The Master Form of Short Term Firm Gas Purchase Agreement {(Western Deliveries) dated as of the 28th day of July, 199 5
(the "Master Agreament®) betwaen Buyer and Seller shall apply to tha gas purchase and sale arangemaents ocutlined in this Gas
Purchase Confirmation Form such that the terms and conditions of the Master Agreement shall by this reference be deemed to be
incorporated herein, :

12.  When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copias hereot and all signatures on taxed copies shall for all purposes
be treated as originals. Whaen this Gas Purchass Confirmation Form has been fully signed and faxed or delivared betwsen Buyer
and Seller, then it or counterpart copies thereof together with the Mastar Agreemeant shall contain all of the terms of a binding

contract between the parties.
DATED THIS DAY OF , 198,

SELLER:
WASCANA MARKETING, A DIVISION OF

WASCANA ENERGY INC. ST. LAWRENCE GAS COMPANY, INC.

Per: Par:

Title Title

Per: Per.

Title Title

WCANSC22.17
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SCHEDULE *A*
MADE AS COF THE 31ST DAY OF OCTOBER, 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC.
AND ASSOCIATED ENERGY MARKETING a division of Associated Energy Sermvices, Lid,
GAS PURCHASE CONFIRMATION FORM NO. (AEMHS - 1)

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the terms and conditions descnbed

below.

1. SELLER: ASSOCIATED ENERGY MARKETING a division of Assaciatad Energy Services, Lid.
NAME: Mike Newman
ADDRESS: 1600, 633 - 6th Avenue 5. W. Calgary, Alberta T2P 2Y5

TELEPHONE NO. (403) 297-9824 FAX NO., (403) 237-6021

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seiler

3. DAILY VOLUME: 67.9 10°m?

4. DELIVERIES TO COMMENCE 8:00 AM. (E.5.T.) ON November 1, 1995
“AND TO END 8.00 a.m. {(E.5.T.) ON December 1, 1995

5. PRICE: $1.30 per gigajoule
6. DELIVERY POINT(S): Empress

7. REMOVAL PERMIT NO

. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

EHective November 4 the Daily Volume will be 67.9 10°m? instead of 65.4 10°m?.

11, The Master Form of Short Term Firm Gas Purchase Agreement (Westem Deliveries) datad as of the 31st day of October ,
1995 {the "Mastar Agreement*) betwean Buyer and Seller shall apply to the gas purchase and sale arrangements outlined in this
Gas Purchase Confimmation Form such that the terms and conditions of the Master Agreement shall by this reference be deemed to
be incorporated herein,

12.  When this Gas Purchase Confirmation Form has basn signed by Buyer and Seller, or by either of them in counterpart, it may
be transmitted by fax from one party to the other. All faxed copies hereof and all signatures on faxed copies shall tor all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered batween Buyer
and Seller, then it or countarpart copias therect together with the Master Agreement shall contain ail of the terms of a binding
contract between the parties. i

DATED THIS DAY OF . 199 .

SELLER:
ASSOCIATED ENERGY MARKETING ST. LAWRENCE GAS COMPANY, INC.
a divislon of Associated Energy Services, Ltd.
Per: Per:

Title Title .
Per: - Par:

Tille Tide

aemhs001.16
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SCHEDULE "A°
MADE AS OF THE 24TH DAY OF JULY , 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC.
AND STAMPGAS INC.
GAS PURCHASE CONFIRMATION FORM NO. (STAM - 03 )

The parties have agreed that Buyer will buy natural gas from Seller on a firm basis on the tarms and candilions described
below.

1. SELLER: STAMPGAS INC.
CONTACT NAME: J. Schoenmakers
ADORESS: 330 CHANDOS COURT KITCHENER, ONTARIO N2A 3C2

TELEPHONE NO: {519} 894-1148 TELECOPIER: {519} 894-1421
NOMINATIONS: Bev Bond
TELEPHONE NO. {403) 233- 6677 TELECOPIER: (403) 266 -1947

2. GST REGISTRATION NOS. St. Lawrence: R136536067 Sellar:

3. DAILY VOLUME: 68.0 10°m?

4 DELIVERIES TO COMMENCE 8:00 A.M. (E.S.T.) ON December 1, 1935
AND TO END 8.00 a.m. (E.5.T.) ON January 1, 1996

5. PRICE: $1.335 per gigajoule
6. DELIVERY POINT(S): Empress

7. REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. OTHER TERMS AND CONDITIONS:

11. The Master Form of Short Term Firm Gas Purchase Agreement (Western Deliveries) dated as of the 24th day of July, 1995
(the “Master Agreement”) betwesn Buyer and Seller shall apply to the gas purchase and sale arrangemants outlined in this Gas
Purchase Confirmaton Formn such that the terms and conditions of the Master Agreement shall by this reference be deemed to be
incorporated herein,

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Selier, o by either of them in counterpart, it may
be transmitted by fax from one party to tha other. Ali faxed copias hereof and all signatures on faxed copies shall for all purposes
be treated as originals. When this Gas Purchase Confirnation Forn has been fully signed and faxed cr delivered between Buyer
and Seller. then it or counterpan copies thereot together with the Master Agreament shall contain ali of the terms of a binding
contract between the parties.

DATED THIS DAY OF , 199,

SELLER:
STAMPGAS INC. ST. LAWRENCE GAS COMPANY, INC.
Par: Per:

Title N Title
Per: ) Par:

Title Title
STAMDEC 16




SCHEDULE *A*®
MADE AS OF THE 31ST DAY OF OCTOBER , 1995 BETWEEN ST. LAWRENCE GAS COMPANY, INC.
AND ASSOCIATED ENERGY MARKETING, a division of ASSOCIATED ENERGY SERVICES LTD.
GAS PURCHASE CONFIRMATION FORM NO. (AEMHS - 2)

The parties have agreed that Buyer will buy natural gas from Saller on a firm basis on the tarms and conditions described
below.

1. SELLER: ASSOCIATED ENERGY MARKETING, a division of ASSQOCIATED ENERGY SERVICES, LTD.
CONTACT NAME: Mike Newman

ADDRESS: 1600, 633 - 6th Avenue S. W. Calgary, Alberta T2P 2Y5
TELEPHONE NO: (403) 297-9824  TELECOPIER:  (403) 237-6021

2. GST REGISTRATION NOS. St. Lawrence: R136596067 Seller:

3 DAILY VOLUME: 70.0 10%m?

4, DELIVERIES TO COMMENCE 8:00 AM. (E.5.T.) ON January 1, 1996
AND TO END 8.00 a.m. (E.S.T.) ON Febrnuary 1, 1996

5. PRICE: $1.54 per gigajoule
6. DELIVERY POINT(S):  Empress

7 REMOVAL PERMIT NO.:

8. RECEIVING PIPELINE:

9. DELIVERING PIPELINE:

10. © OTHER TERMS AND CONDITIONS:

11, The Master Form of Short Term Firm Gas Purchase Agreement (Westem Deliveries) dated as of the 31st day of October,
1895 (the "Master Agreement”) between Buyer and Seller shall apply to the gas purchase and sale arangements outtined in this

Gas Purchase Confiration Form such that the terms and conditions of the Master Agreement shall by this referance be deemed to
be incorporated harein,

12, When this Gas Purchase Confirmation Form has been signed by Buyer and Seller, or by either of them in countarpart, it may
be transmitted by fax from one party 10 the other. All faxed copies hereaf and all signatures on taxed copies shall {or all purposes
be treated as originals. When this Gas Purchase Confirmation Form has been fully signed and faxed or delivered between Buyer

and Seller, then it or counterpart copies thereo! together with the Master Agreemant shall contain all of the terms of a binding
contract between the parties.

DATED THIS DAY OF . 199.

SELLER:
ASSOCIATED ENERGY MARKETING ST. LAWRENCE GAS COMPANY, INC,
a divislon of Asgsociated Energy Services, Ltd.
Per: Per:

Tite Title
Per, Per;

Title Title

aemhs001.16
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ST. LAWRENCE GAS COMPANY, INC.

GAS PURCHASE CONTRACT

Short Term Firm Gas Purchase Contract

By and Between:

Associated Energy Marketing
a division of Associated Energy Services Ltd.
an Alberta Corporation ("Seller")

-and-

St. Lawrence Gas Company, Inc.
a New York Corporation {"Buyer")

Contract No. 35

Contract Dated: November 1, 1935
Effective Date: November 1, 1995
purpose: Short term firm gas purchases

Term of Contract: November 1, 1995 - April 1, 1996

sf \rariff\contract cov 12/27/9%




GAS PURCHASE CO NTRACT
BETWEEN

ST. LAWRENCE GAS COMPANY

{Buyer)
AND
ASSOCIATED ENERGY MARKETING
a division of Associated Energy Services Ltd.
{Seller)

DATE: November 1, 1995
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ARTICLE IV
ARTICLE V
ARTICLE VI
ARTICLE Vil
ARTICLE vill
ARTICLE (X
ARTICLE X
ARTICLE XI
ARTICLE Xl
ARTICLE Xlll
ARTICLE XIV

ARTICLE XV

DEFINITIONS .c.evieeieeeeeeeeeeevnrerneenireeesesnassesnseeeninns 1
QUANTITY OF GAS vvveiieeeenierieeeeiiieeeiereeaeesnseesessens 2
TERM OF CONTRACT ..evvvveeiiennrnnrreeiirneeeessnraseesseesesnes 3
POINT OF DELIVERY ..vvvveveerennnrreresesnesesnseneessnnessnnns 3
PRICE ...vvivisirierreeeeeiesrreeesssssssseesesnsssesnsssesassseessanens 3
QUALITY AND MEASUREMENT .......ocoimnierieeiriraeeeennnns 6
BILLINGS AND PAYMENTS, AUDIT ....cccvvrrereaiarrenrerinnnns 6
REPRESENTATION AND WARRANTY ......cceveeriniereriennns 7
FORCE MAJEURE ....cccoviitnantrenrireeeecitrrriesessnrreeseaaeans 8
INFORMATIONAL REQUIREMENTS....covvvreeeeeriniieeneenins 10
LAWS AND REGULATORY BODIES .........ccvvvverinnreeerennn, 10
ASSIGNMENT ....vvveeeiirvirieeeiennrenrrresrtraresssnrersssseasesens 10
SUPERSEDENCE.........ccceinnnn... e 10
MISCELLANEOUS PROVISIONS ..........oooviiiiiiiinnne, 11
NOTICES cvvvveerrenrerereeesessssssnsssssesseeesaesasnseesessesresaeees 11




THIS AGREEMENT is made effective November 1, 1995

BETWEEN:

Associated Energy Marketing, a Division of Associated Energy
Services Ltd., a body corporate, carrying on business in the
City of Calgary, in the Province of Alberta

(Hereinafter referred to as "Seller”)

OF THE FIRST PART
AND
St. Lawrence Gas Company a body corporate, ca'rrying on
business in the City of Massena, in the State of New York

(Hereinafter collectively referred to as "Buyer®)

OF THE SECOND PART

WHEREAS Seller has available a supply of gas for sale at the Point(s} of
Delivery;

AND WHEREAS Buyer has agreed to purchase and Seller has agreed to sell
certain volumes of gas on the terms and conditions set forth herein.

NOW THEREFORE, in consideration of the covenants and agreements herein
contained, the parties hereto covenant and agree as follows:

1.1

ARTICLE |
DEFINITT

The following words and terms wherever and whenever used or
appearing in this Agreement shall have the following meaning:

{a)

(b}

British_ Thermal Unit “BTU" shall equal the amount of energy
required to raise the temperature of one (1} pound of water
from $9°F to 60°F at a constant pressure of 14.73 pounds per
square inch absolute;

"Day” or_ “Days” shall mean a period of twenty-four (24}
consecutive hours beginning and ending at 8:00 AM Mountain
Standard Time; the reference date for any Day shall be the




2.1

(c}

(d)

(e)

(f)

(g)

(h)

(i)

()

(k)

()

calendar date upon which said twenty-four (24) hour period
commences;

"Daily Contract Quantity"™ or “DCQ"” shail be Up to 5000
MMBTU;

"End User” shall mean the customer or customers to whom
Buyer resells the gas purchased from Seller hereunder;

"Gas" or "gas” shall mean, as the context may require, either
natural gas obtained from wells or the residue remaining after
the natural gas has been treated for the removal, as may be
specifically permitted or required, of any of its constituent
parts;

"MMBTU" shall mean one million (1,000,000) BTU's;

"Month” shall mean the period of time beginning at the start of
the first Day of a calendar month and ending at the start of the
first Day of the next calendar month;

"Nova" shall mean Nova Corporation of Alberta;

"Point of Delivery” shall be the delivery station identified as
Cornwall, Ontario;

"Prime Rate" shall mean the rate of interest, expressed as a
percentage per annum, used and announced from time to time
by the Canadian Cgﬂrne’rcial imperial Bank of Commerce, Main
Branch, Calgary, Alberta as a reference rate then in effect for
determining interest rates on Canadian dollar commercia! loans
in Canada;

"TCPL" shall mean TransCanada Pipelines;
“Transgas” shail mean Transgas Limited:

ARTICLE Il
QUANTITY OF GAS

Buyer shall take delivery of and purchase from Seller up to the DCQ,
and Seller shall deliver and sell 10 Buyer up to the DCQ at the Point of
Delivery as herein defined. Seller shall make available to Buyer
100,000 MMBTU ({the Minimum Volume} during the term of the
Agreement.

2 (5
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3.1

4.1

5.1

ARTICLE Il
TERM OF NTRACT

Subject to the other provisions hereof;

{a) The term of this Agreement shall commence as of 0800 hours
M.S.T. November 1, 1995, and continue in full force and effect
until 0800 hours MST on April 1, 1996.

(b} Any liabilities or obligations outstanding hereunder as of the
date of termination of this Agreement shall survive such

termination.

ARTICLE IV
POINT OF DELIVERY

Possession of and title to all gas delivered shall pass from Seller t0
Buyer at the Point of Delivery. Until passage of title, Seller shall be
deemed to be in control and possession of and responsible for such
gas, and thereafter Buyer shall be deemed to be in control and
possession of and responsible for such gas.

ARTICLE V
PRICE

{a) The price to be paid by Buyer to Seller for gas delivered by
Seller to Buyer at the Point(s) of Delivery shall be $2.20 US. Al
components of the price payable hereunder shall be expressed in
dollars and cents per MMBTU. Any and all taxes, levies, fees,
charges and production royalties including gathering and processing
charges on or against the gas prior to its delivery to Buyer at the
Point(s) of Delivery shall be borne by Seiler and any and all taxes,
levies, fees and charges on or against the gas subsequent 1o its
delivery to Buyer at the Point(s) of Delivery shall be borne by Buyer.

b) Obligation to Detiver; Seller represents and warrants that it
shall make available to Buyer a gquantity of gas equal to the DCQ
every day during the Term of this Agreement subject to the

availability of diversions on TCPL.

If during the Term of this Agreement, except and to the extent such
failure is due to Force Majeure and/or the restriction of diversions on
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TCPL, Seller fails to deliver Buyer's nominated quantity of natural gas
or portion thereof, (Seller’s Shortfall Quantity), then Seller shall
indemnify Buyer for an amount equal to the aggregate of the direct
commodity acquisition and transportation costs for an aiternate
Alberta natural gas supply of equivalent heating value, to the extent
that such costs exceed the aggregate of the costs that would have
been incurred by Buyer to obtain such quantity of natural gas
hereunder but for Seller's failure to deliver. Pertaining to the natural
gas commodity acquisition cost, Seller agrees to pay Buyer an amount
equal to Seller's Shortfall Quantity multiplied by the positive
difference, if any, obtained by subtracting (i) from {ii) below:

i) the price per MMBTU payable hereunder;

i) the average price per MMBTU prudently obtained by Buyer in
an incremental, arms' length purchase from a third party of a
quantity of gas equal to the Seller's Shortfall Quantity at the
Delivery Point {or at another location, with adjustment for
reasonable transportation cost differentials) (the "Replacement
Purchase"),

or

where Buyer is unable to obtain a Replacement Purchase, the
daily "Weighted Average Transaction price” as specified in the
Canadian Enerdata Ltd. Gas Price Survey Results or if
unavailable, the price per MMBTU published in the Canadian
Natural Gas Market Report, Weekly Price Update, published by
Canadian Enerdata Ltd., as the Alberta Spot Price plus
transportation to the Point of Delivery.

In addition, with respect to the Seller's Shortfall Quantity, Seller shall
indemnify Buyer for any unabsorbed contract demand charges
payable to Buyer's transporters, and any authorized tariff and toll
penalties with respect thereto incurred by Buyer as caused by that
delivery shortfall. Notwithstanding anything contained in this
Agreement, Seller shall not be liable for any indirect, incidental,
special or consequential damages as 3 result of Seller's failure to
deliver the quantity of natural gas nominated by Buyer hereunder.
Buyer shall use all reasonable efforts to assist Seller in mitigating the
amounts Seller is obliged to indemnify the Buyer for pursuant to this
Clause 5.1(b). The intent of this Clause 5.1(b) is that Buyer be
required to pay no more for the purchase and transportation of the
quantity of natural gas represented by Buyer's nomination than if




c)

Seller had fully met its obligations under this Agreement to deliver the
quantity of natural gas required to be delivered hereunder.

ligati o . If during the term of this Agreement except and
to the extent such failure is due to Force Majeure, Buyer fails to take
and purchase the Minimum Volume, ("Buyer's Shortfall Quantity”),
Buyer nevertheless agrees to pay Seller an amount equal to Buyer's
Shortfall Quantity multiplied by the positive difference, if any,
obtained by subtracting (ii) from (i} below:

i) the price per MMBTU payable hereunder;

if) the average price per MMBTU prudently obtained by Seller in
an incremental, arms' length sale to a third party of a quantity
of gas equal to the Buyer's Shortfall Quantity at the Delivery
Point (or at another location, with adjustment for reasonable
transportation cost differentials) {the "Replacement Sale”),

or

where Seller is unable to obtain a Replacement Sale, the daily
"Weighted Average Transaction price” as specified in the
Canadian Enerdata Ltd. Gas Price survey Results or if
unavailable, the price per MMBTU published in the Canadian
Natural Gas Market Report, Weekly Price Update, published by
Canadian Enerdata Litd., as the Alberta Spot Price plus
transportation to the Point of Delivery.

Notwithstanding anything contained in this Agreement, Buyer shall
not be liable for any indirect, incidental, special or consequential
damages as a result of Buyer's failure to take the quantity of natural
gas hereunder. Seller shall use all reasonable efforts to assist Buyer
in mitigating the amounts Buyer is obliged to indemnify the Selier for
pursuant to this Clause 5.1{c). The intent of this Clause 5.1(c) is that
Seller be required to receive no less for the sale and transportation of
the quantity of natural gas represented by Buyer's nomination than if
Buyer had fully met its obligations under this agreement to take the
quantity of natural gas required to be taken hereunder.




6.1

7.1

7.2

ARTICLE VI
QUALITY AND MEASUREMENT

During such time as gas delivered hereunder is delivered through the
tacilities of NOVA, TCPL or TRANSGAS, all determinations, methods,
procedures and matters relating to:

a) Unit of Measurement

b} Method Measurement

cl Heating Value

d} Composition

e) Testing and Measuring Equipment
f) Inspection of Equipment

shall be in accordance with TCPL's then effective Rules and
Regulations. The parties agree to accept TCPL's measurements,
subject to such changes and corrections as TCPL may be required to
make, for the purposes of this Agreement.

ARTICLE VII
LLINGS AND EN DI

Y .4
B%‘shall render to S%Veach month a statement setting forth the M@({

quantity of gas delivered by Seller pursuant hereto during the
preceding Month, -the Gross Heating Value and the Heaé, %ﬁntent

thereof, and the net amount payable by Buyer to Seller. may W
prepare statements based on estimates if actual information is not

available, and an adjustment for any difference between estimated
and actual amounts shall be made on the following month's
statements. Buyer agrees to pay Seller on or before the twentieth
(20th} day of each month the net amount payable by Buyer for the
quantity of gas delivered by Seller to Buyer pursuant hereto during
the preceding Month.

Each such payment shall be made in US funds by wire transfer in
favour of Selier and tendered to Seller at its bank located in
Massena, New York. If Buyer fails to make each such payment, or
any portion thereof, to Seller when same is due, interest therean shall
accrue, at the rate of interest which is equal to the Prime Rate in
effect as of the date that such payment is due, plus one (1%)
percent, from the date when such payment is due until the same is
paid by Buyer to Seller, before judgement as well as after judgement.
If such failure to pay continues for thirty (30) days Seller may
suspend delivery of gas hereunder.




7.3

7.4

8.1

8.2

At any time up to (but not after) twelve months following the end of
the month in which an invoice was rendered hereunder, and upon
thirty days prior written notice, either party shalt have the right at its
sole cost and expense to have a third party auditor, who shall be a
member of a national Canadian chartered accountancy firm, audit, on
such party's behalf, the relevant books, accounts and records of the
other party hereto to verify the accuracy of any such invoice. All
information which an auditor acquires shall be kept strictly
confidential. If, as a resuit of any audit, the auditor deems that an
adjustment to an invoice is necessary, then the party against whom
the adjustment was made shall forthwith pay to the other party the
amount thereof. If either party disputes the resolution of the auditor,
such party may begin arbitration as per the Alberta Arbitration Act.

If force majeure is declared pursuant to Article 9 in this Agreement,
the party not making the declaration shall retain the right at any time
up to {but not after) twelve months following the end of the month in
which force majeure was declared, and upon thirty days prior written
notice to the other, at its sole cost and expense, 10 have a third party
auditor, who shall be a member of a national Canadian chartered
accountancy firm, audit on that party's behalf, the relevant books,
accounts and records of the other party to verify the accuracy of the
force majeure claim. All information which an auditor acquires shall
be kept strictly confidential and both parties shall be bound by the
determination and resolution by the auditor of any audit exceptions.
If, as a result of any audit, the auditor deems that an adjustment is
necessary to an invoice, then the party against whom the adjustment
was made shall promptly pay to the other party the required amount
with interest at the Prime Rate, plus 1.0 per cent per annum. If either
party disputes the resolution of the auditor, such party may begin
arbitration proceedings as per the Alberta Arbitration Act.

ARTICLE VIII
REPRESENTATION AND WARRANTY

Seller represents and warrants that it shall at the time of delivery have
good title to or the full right and authority to sell all gas delivered by
Seller to Buyer hereunder, free and clear from all tiens, encumbrances
and claims whatsoever, except those which Seller is contesting in
good faith.

Seller agrees that it will indemnify and save harmless Buyer against all
suits, actions, claims, debts, accounts, damages, costs, losses and




8.3

9.1

9.2

9.3

8

expenses arising from or out of any breach of the above warranties or
arising from or out of adverse claims of any or all persons to said gas
or to royalties, taxes, fees, charges or transportation tariffs thereon
which are applicable before the title to such gas passes from Seller to
Buyer hereunder at the Point{s) of Delivery.

If there is a material defect in Seller's title, Seller shall, with
reasonable promptness, attempt to remedy such default. Until the
material defect in Seller's title has been remedied, Buyer, without
prejudice to any other remedy it may have, shall have the right to
withhold (without interest) the proceeds otherwise payable to Seller
hereunder until such claim has been finally determined or until Seller
has furnished a bond to Buyer conditional for the protection of Buyer
with respect to such claim.

ARTICLE X
FORCE MAJEURE

Subject to other provisions of this Article, if either party to this
Agreement is unable to observe or perform any of the covenants or
obligations herein imposed upon it and such failure shall have been
occasioned by, or in connection with, or in consequence of Force
Majeure, as hereinafter defined, such failure shall be deemed not to
be a breach of such covenants or obligations.

For the purpose of this Agreement, the term "Force Majeure” shalil
mean any acts of God, including therein, but without restricting the
generality hereof, lightning, earthquakes, and storms; and in addition,

shall mean any strikes, ,Bckouts. and other industrial disturbancesW

acts of the Q s .enemies, sabotage, wars, blockades
insurrections, riots, epidemics, landslides, floods, fires, washouts,
arrests and restraints, civil disturbances, explosions, breakages of or
accidents to machinery or lines of pipe, hydrate obstructions of lines
of pipe, the omissions {including failure to take Gas) of the End User
or a transporter or third party processor of Gas to or for Buyer, Seller
or Buyer's customer which are excused by any event or occurrence
of the character herein defined as constituting force majeure, or any
other causes, whether of the kind herein enumerated or otherwise not
within the control of the party claiming suspension and which, by the
exercise of due diligence, such party could have not prevented ofr is
unable to overcome.

Neither party shall be entitled to the benefit of the provisions of
Clause 9.1 hereof under any or all of the foliowing circumstances:




9.4

9.5

9.6

9.7

To the extent that the failure was caused by the negligence or
‘the contributory negligence of the party claiming suspension;

b} To the extent that the failure was caused by the party claiming
suspension having failed to make reasonable attempts to
remedy the condition, and to resume the performance of such
covenants or abligations, with reasonable dispatch;

cl If the failure was caused by lack of funds or was with respect
to the payment of any amount or amounts due hereunder,;

d) Unless as soon as possible after happening of the occurrence
relied upon or as soon as possible after determining that the
occurrence was in the nature of Force Majeure and would
affect the claiming party's ability to observe or perform any of
its covenants or obligations under this Agreement, the party
claiming suspension shall have given to the other party notice,
either in writing or by facsimile or other printed
telecoromunication, to the effect that such party is unable by
reason of Force Majeure (the nature whereof shall be therein
specific) to perform the particular covenants or obligations.

The party claiming suspension shall likewise give notice as soon as
possible after the Force Majeure condition shall have been remedied,
to the effect that the same has been remedied and thus such party
has resumed, or is then in a position to resume, the performance of
such covenants or obligations.

Notwithstanding anything to the contrary in this Article IX expressed
or implied, the parties agree that the settlement of strikes, lockouts,
and other industrial disturbances shall be entirely within the discretion
of the particular party involved therein and such party may make
settlement thereof at such time and on such terms and conditions as
it may deem to be advisable and no delay in making such settlement
shall deprive such party of the benefit of Clause 9.1 hereof.

Seller's and Buyer's obligation under Clause 2.1 shall be suspended
during the continuance of any event of Force Majeure hereunder

it is expressly understood that for the purpose of this Agreement, that
failure of the well or wells to produce sufficient volumes of gas is not
a circumstance of Force Majeure.




10.1

111

11.2

12.1

12.2

13.1

10

ARTICLE X
INFORMATIONAL REQUIREMENTS

Buyer and Seller agree to provide the other party with any information
that may be necessary to comply with any regulatory filing
requirement. Such information shall be kept strictly confidential by
the other party and used or disclosed only to comply with said
requirements.

ARTICLE XI
WS AND Y E

This Agreement and the rights and obligations of the parties
hereunder are subject to all present and future laws, rules, regulations
and orders of any legisiative body or duly constituted governmental or
regulatory authority now or hereafter having jurisdiction.

This Agreement shall be interpreted and construed in accordance with
the laws of the Province of Alberta and the parties agree to accept
the jurisdiction of the Courts of Alberta and all Courts of Appeal
therefrom for the purposes of the interpretation, construction and
enforcement of this Agreement.

ARTICLE Xl
ASSIGNMENT

This Agreement shall bind and enure to the respective successors and
assigns of the parties thereto, but no assignment shall release gither
party from such party's obligations hereunder without the written
consent of the other party to such release, which consent shall not be
unreasonably withheld.

Nothing herein contained shall prevent either party from pledging or
mortgaging its rights hereunder as security for its indebtedness.

ARTICLE Xl
SUPERSEDENCE

This Agreement wholly replaces and supersedes any and all other
written or verbal understandings between the Seller and Buyer
pertaining to the subject matter hereof.




13.2

14.1

14.2

14.3

15.1

Buyer:

11

No amendment or variation of this Agreement shail be effective or
binding upon the parties hereto unless it is set forth in writing and has
been. signed by an authorized representative of each of the parties
hereto. '

ARTICLE X1V
MISCELLANEQUS PRQVISIONS

No waiver of any right of any party hereto shall act, unless expressly
so stated, as a waiver of any other or future rights of a party hereto.

The headings used throughout this Agreement are inserted for
references purposes only, and are not to be considered or taken into
account in construing the terms or provisions of any Article nor to be
deemed in any way to qualify, modify, or explain the effect of any
such provisions or terms.

The numbers and Imperial units, if any, which are set forth within
brackets herein have been inserted for information purposes only and
are not to be considered or taken into account in construing the terms
or provisions herein set forth, not to be deemed in any way to qualify,
modify or explain the effect of any such provisions or terms.

ARTICLE XV
NOTICES

For the purposes of all notices and other communications to be given
and payments to be made under this Agreement, the addresses of
Buyer and Seller shall be as follows:

St. Lawrence Gas Company
33 Stearns Street
Massena, New York 13662

Telephone: 315-769-3516
Telecopier: 315-764-9226

ATTENTION: Dickson { Dick) Rewbotham




‘ Seller: Associated Energy Marketing

12

a Division of Associated Energy Services Ltd.
Suite 1600, 633 - 6th Avenue S.W.
Calgary, Alberta T2P 2Y5

Telephone: (403} 297-9800
Telecopier: (403) 237-6021

ATTENTION: Alfred Sorensen
15.2 The parties hereto acknowledge and agree that notices and
communications transmitted by facsimile or other electronic means

shall be considered original and binding for all purposes.

IN WITNESS WHEREOF THIS AGREEMENT HAS BEEN EXECUTED BY
THE PARTIES AS OF THE DATE FIRST ABOVE WRITTEN.

ASSOCIATED ENERGY MARKETING
a Division of Associated Energy Services Ltd.

PER: LAt

ST. LAWRENCE GAS COMPANY

PER: %»«/ﬁ@b:

SRS 10EW T




l 12-18-95 14:59 ZH4G3 237 6021 AEM @oon1-001
' ASSOCIATED ENERGY MARKETING 12118195
a drvision of Assodated Energy Senvices, L1d. 10:50
SCHEDULE A 4494
TO: ST. LAWRENCE GAS COMPANY

Contact . Tom Nelson
Fax: 315-764-9226

This docurnent serves as a Nomination Confurnation addendum to the agreament dated
Monday, Novernber 01, 19934 between the companies of ST, LAWRENCE GAS COMPANY
a5 Buyer and ASSOCIATED ENERGY MARKETING as Seller.

FLOW CHANGES: From Yo Vol.
Effective Time Delivery Point Meter Shipper Vol. Price Trm
Monday, December 11, 1995 800 CORNWALL 10007 85.0 0.9 1
1 Friday, Deoemnber 15, 1998 200 CORNWALL 10007 0.0 850 !
1 Frigay, December 22 1995 800 CORNWAIL 10007 0.0 650 1

CURRENT AND PENDING DEALS AS OF: Monday, December 18, 1995

Delivery Point Meter Shipper VYofume Price From Time To Tima Tm
t CORNWALL 10007 850 1241595 800 12122/95 800 {
1 CORNWALL 12007 650 12/22/9% 8a0 1202305 840 |

Trm (Terms): | deals may be Inlerrupted by either party and F deals are Firm.

Failure to respond to this nomination shail be deemed acceplance as per the aforementioned agreerment
FE (1) LOAN PAYBACK VOLUMES - ST. LAWRENCE TO PAY ALL UNION TRANSPORT AND FUEL CHARGES DAWN TO CORNWALL.

ASSOCIATED ENERGY MARKETING ST. LAWRENCE GAS COMPANY
a division of Associated Energy Services, Ltd.

0. I i AL
E 7;;74? /L/:% -

Primt Mame
Linda Wiebe
Gas Controller Acceptad and Agreed to as of
Accepted and agreed to as of
Monday, December 18, 1995 ) .-
WP //’ 1995

AMS

Retum by Fax 1o (403) 237-8021
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Qate

01-Dec-85
02-Dec-85%
03-Deo-95
04-Coc-95
05-Deo-95
068-Deo-95
07-Dec95
08-Dec-95
09-Dec-95
10-Dec-85
11De0-95
12-Dec-95
13-Dec-85
14-Dec-95
15-Dec-95
16-Dec-95
17-Dec-95
18-Dec-95
19-Oec-95
20-Dec¢-95
21-Dec-95
22-Dec-95
23-Dec-95
24-Dec-895
25-Dec-85
26-Den-95
Z7-Dec-85
28-Dec-95
29-Dec-95
30-Oec-93
31-Dec-935

PanEDergy

EXHIBIT "A"

ST. LAWRENCE GAS DELIVERIES

LOAN GAS
PAYBAC SALES
$3.10 US/MMBTU
Comwall Comwali
e3m3/day e3Im3d/day
0.0 a.0 Fax To:
0.0 0.0
0.0 0.0 Atin:
Q.0 0.0
0.0 0.0 Fax #
0.0 0.0
60.0 0.0 Date:
80.0 0.0
60.0 0.0 From:
60.0 0.0
Q.0 0.0
0.0 0.0
0.0 a.0
0.0 0o
85.0 0.c
85.0 0.0
85.0 283
85.0 283
850 28.3
85.0 28.3
850 28.3
65.0 48.3
0.0 113.3
0.0 1133
G0 113.3
0.0 1133
0.g 1133
6.0 133
0.0 1133
0.0 1133
Q.0 113.3
9200 1209.5

Fue Dbt

Ktcepled and Agreed

@ooy

St. Lawrence Gas
Tom Nelson
315-784-9226
Feb 15, 1996

PanEnergy Marketing
Linda Wiebe
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2/18/95  14:57 403 237 6021 AEN oo1/001
ASSOCIATED ENERGY MARKETING 12/18/85
a division of Associated Energy Services, Ltd. 1112
SCHEOULE A 5451
TO: ST. LAWRENCE GAS COMPANY
Contact : Tom Nelson
Fax: 3157649226
This document serves as a Nomination Confirmation addendum 1o the agreement dated
Wednesday, November 01, 199%hetween the companies of ST. LAWRENCE GAS COMPANY
as Buyer and ASSOCWYED ENERGY MARKETING as Seller
FLOW CHANGES: From To Vol.
Effective Time Delivery Point Meter Shipper Vol. Price Tm
1 Sunday, December 17, \E95 800 CORNWALL 10007 00 283 $2.2000 1
1 Seturdmy, December 23, 1885 800 CORNWALL 10007 00 7o $2.2000 i
CURRENT AND PENDING DEALS AS OF: Monday, December 18, 1995
. Delivery Point Meter Shipper Volume Price From  Time To Time Trm
1 CORNWALL 10007 283 $2.2000 1217195 8OC 12/23/85 860 |
! 1 CORNWALL 10007 710 $2.2000 12723/95 BQO 01/04/96 800 1

Trm (Terms): | deais may be Inferrupted by esther party and [ deals are Firm.
Failure to respond to this nomination shall be deemed acceplance as per the aforementioned agreement
(1) PriceUS/MMBTU
ASSOCIATED ENERGY MARKETING ST. LAWRENC COMPANY
a division of Assoctated Energy Services, Ltd.

. g N
e T e W

Prm Namne

Linda Wiebe
Gas Controller ‘ Accepted and Agreed to as of

Accepted and agreed to a6 of

Monday, December 18, 1995
S cceine 19 1995

AEMSS

Return by Fax to (403) 237-8021
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PANENERGY MARKETING ;22’96
2 division of PanEnergy Services Canada Ltd. 30
SCHEDULE A 451
TO: ST. LAWRENCE GAS COMPANY

Comtect : Tom Nelson
Fax: 315-764-9228

This document serves as a Nomination Confirmation addendum to the agreament dated
Wednesday, Novamber 01, 1995etween the companies of ST. LAWRENCE GAS COMPANY

as Buyer and ASSOCIATED ENERGY MARKETING as Seller.

FLOW CHANGES: From To Vol
Effective Time Oalivery Point Mater Shipper Vol. Price Tmmn
1 Monday, Jsmmsy OV, 1998 800 CORNWALL 10007 040 es.0 39000 F

CURRENT AND PENDING DEALS AS OF: Monday, January 22, 1996
Defivery Point Meter Shipper Volume Price From Time To Time Tmm
1 CORNWALL 10007 85.0 $3.1000 M58 800 04/01/96 800 F

Trm (Terms): | deals may be interrupted by either party and F deals are Firm.
Failure to respond to this nemination shall be deemed acceptance as pef the aforementioned agreement
{1) Viourne can go 1o 5000 MMEBTU/Day, thin cesl replaces pricr arrangement tated Nov 1/95 Price US/MMETU

PANENERGY MARKETING ST. LAWRENCE COMPANY
a division of PanEnergy Services Canada Ltd. ’
Zortee. I Wlan_

(2%2,44..‘ . Sgniue )
——/—:‘&":};ﬂf /\Z‘/ng

Pt Hate
Alfred Sorensen
Vice President Accepted and Agreed to as of
Accepted and agroed to as of
Monday, January 22, 1986 . — \

L e AR 1996

PartEnersy ot £/ 13 MST

Return by Fax to (403) 237-6021
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02/15/98 14:14

Date

01-Jan-96
02-tan-88
03-Jan-9G
04-Jan-68
05-Jan-96
05-Jan-86
07-Jan-96
08-Jan-86
08-Jan-86
1Q-Jan-ob
11-Jan-98
12-Jan896
13-Jap-96
14-Jan-88
15-Jan-96
16-Jan-96
17-Jan-8t
18-Jan-96
19-Jan-86
2C-Jan.-96
21-Jan-86
22-Jan-98
23-Jan-96
24-Jan-86
25-Jan86
26-Jan-88
27-~Jan-96
28-Jan-96
29-Jan-96
30-Jan-96
31-Jan98
01-Feb-96
02-Feb-96
03-Feb-96
04-Feb-96
05-Feb-896
05-Feh-96
07-Feb-26
08 Feb-96
0bFebS6
10Feb-98
1 Feb-96
12-Feb-88
13-Feb-96
14-Feb-B6G
15-Fco-56
16-Feb-

403 237 6021

EXHIBIT "A™

ST. LAWRENCE GAS DELIVERIES

Comwall
e3m3iday

1133
1133
1133

0

0
1133
113.3
1133
113.3
1133
1133
1133
113.2
1133
113.3
1133

B3.7
14
161.5
161.5
1458
145
145
145
145

2wl )iﬂ“"—'—_—_

Accepted and Agreed

pae

Fax To.
Attn
Fax &
Date:

From:

St Lawrence Gas
Tom Nefson
315-764-3226
Fgb 15 1996

PanEnergy Marketirg
binda Wiebe

@oo1
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Sutherland, Asbill & Brennan
ATLANT,
. TEL 12021 383-0100 1275 PENNSYLVANIA AVENUE, N. W. AUQT[NA
FAX (202 637.3503 WASHINGTON, D.C 20004-2404 NEW YORK
WASHINGTON
PAUL F. FORSHAY
DIRECT LINE 1202) 383-0708 June 19, 1996
IA HAND DELIVERY 2
L)
Office of Fuels Programs, Fossil Energy PR &
U.S. Department of Energy S _
Docket Room 3F-056, FE-50 i X
Forrestal Building =4 ™
1000 Independence Avenue, S.W. = ”
Washington, D.C. 20585 50 @
2 =
. fon
Re: §5t. Lawrence Gas Company, Inc.
FE Docket No. 96-26-NG
Ladies and Gentlemen:
This letter confirms earlier discussions with FE Staff
. regarding St. Lawrence Gas Company, Inc.'s ("St. Lawrence")

application for import authorization currently pending in the
referenced docket, and provides additicnal information concerning
that application. St. Lawrence agrees that FE should consider
the company's pending application as requesting a new import
authorization to succeed the authorization originally granted by
the Federal Power Commission in FPC Docket No. G-17500.

Consequently, St. Lawrence no longer requires clarification of
DOE/FE Order No. 033-A.

St. Lawrence's pending application for long~term import
authorization should be interpreted as requesting (1) authority
to import natural gas from Canada for a ten-year term commencing
November 1, 1992 and extending through October 31, 2002, (2)
authority to import on an annual basis daily volumes of up to
10,275 Mcf/day (approximately 3.75 Bcf annually), and (3)
authority to import additional daily volumes of up to 10,000
Mcf/day during the November 1 - March 31 "Winter Period"
(approximately 1.51 Bcf). The requested term corresponds to the
ten-year term contemplated by the July 14, 1995 Gas Sales
Contract and related Letter Agreements previously provided to FE
as Exhibits A, B, D, and E to St. Lawrence's application.

The requested annual daily volume level corresponds to

St. Lawrence's present Daily Contract volume under the currently
. effective Letter Agreements, and reflects a recent direct

purchase displacement by St. Lawrence's largest sales customer.




June 19, 1996
Page 2

When the July 14 Gas Sales Contract (Exhibit E to St. Lawrence's
application) comes into effect, the Daily Contract Volume
thereunder will be adjusted, by means of an amending agreement,
to correspond with the Daily Contract Volume that would otherwise
be in effect under the Letter Agreements. A copy of the amending
agreement will be provided to FE.

The additional Winter Period daily volumes requested
represent storage volumes available to St. Lawrence under its
Transmission, Compression, and Storage Agreement ("the Storage
Agreement") with The Consumers' Gas Company Ltd. A copy of the
Storage Agreement is enclosed as Attachment A. The Storage
Agreement has a five-year term, which runs from November 1, 1995
through October 31, 2000. St. Lawrence anticipates that the term
of this Storage Agreement will be extended at least through
October 31, 2002. St. Lawrence will advise FE promptly, and seek
any necessary authorization amendments, when the decision
concerning extension of the Storage Agreement is made. St.
Lawrence's long-term storage capacity is filled with gas
currently purchased pursuant to the Letter Agreements, and will
be filled with gas purchased pursuant to the July 14 Gas Sales
Contract when that agreement comes into effect.

Finally, because St. Lawrence wishes to retain the same
level of authorized daily import volumes (43,000 Mcf/day)
contained in its superseded authorization (particularly during
the Winter Period), St. Lawrence further requests a two-year
blanket import authorization to import up to 16.3 Bcf of natural
gas from Canada during the two-year period.

If you have further questions or concerns regarding

either this letter or St. Lawrence's pending application, please
contact me immediately.

Very truly ,your

Paul F. Forshay

Attorney for
St. Lawrence Gas Company, Inc.

Enclosure

cc: Mr. Patrick Fleming (with enclosure)



ATTACHMENT A

THE CONSUMERS' GAS COMPANY LTD.

-and -

ST. LAWRENCE GAS COMPANY, INC.

Transmission. Compression and Storage
Service Agreement

dated & oy o o 195,
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E TRANSMISSION. COMPRESSION AND STORAGE SERVICE AGREEMENT
THIS TRANSMISSION, COMPRESSION AND STORAGE SERVICE
AGREEMENT dated as of the 2~ day of 22/ wocr _, 955"

BETWEEN:

THE CONSUMERS' GAS COMPANY LTD., a company
incorporated under the laws of the Province of Ontario

(hereinafter referred to as "Consumers"),
OF THE FIRST PART

-and -

ST. LAWRENCE GAS COMPANY, INC., a company incorporated
under the laws of the State of New York

. (hereinafter referred to as "Customer"),

OF THE SECOND PART

WHEREAS Consumers owns and operates underground gas storage
reservoirs and gas transmission and compression facilities;

AND WHEREAS Customer owns and operates a gas distribution system
in the State of New York ;

AND WHEREAS Customer seeks from Consumers, transmission,
compression and storage service, and Consumers is prepared, subject to the terms and
conditions of this Agreement, to transmit, compress and store gas on behalf of
Customer;

NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in
‘consideration of the mutual covenants hereinafter contained, it is agreed by and
between the parties hereto as follows:
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ARTICLE | - CONDITION PRECEDENT

1.1 This Agreement shall become effective on the date specified in the OEB
decision or order approving this Agreement (the "Effective Date") or, if not so specified,
on the first day of the month following such approval.

ARTICLE Il - DEFINITIONS

2.1 A schematic drawing of the Tecumseh System and Points of Delivery is

attached as Schedule "A", for the purpose of clarifying some of the definitions in this
Agreement.

2.2 In this Agreement,

"Annual Turnover Volume" for a Contract Year means the annual volume
of 28,328 10° m ® of gas to be stored in such Contract Year for
Customer’'s account in the Tecumseh System,

“Contract Year" means each period of 12 consecutive calendar months,
each commencing on April 1, during the term of this Agreement, except
that the first Contract Year shail commence on the Effective Date and
end on the next succeeding March 31,

"Customer’'s Contract Daily Injection Volume" for a day in a Contract Year
means the volume of gas determined for such day pursuant to Article 5.1,

“Customer’s Contract Daily Withdrawal Volume" for a day in a Contract
Year means the volume of gas determined for such day pursuant to
Article 5.2, -

"Dawn Plant” means the Measurement, Dehydration and Compression
Station owned and operated by Union Gas Limited in Lots 25 and 26,
Concession Il in the Township of Dawn,

"Overrun Volumes" means, in relation to a day,

(a)  any volume of gas received by Consumers and injected into
storage for the account of Customer which exceeds the Customer's
Contract Daily Injection Volume for such day, and

(b) any volume of gas withdrawn from storage and delivered by
Consumers for the account of Customer which exceeds the
Customer's Contract Daily Withdrawai Volume for such day,
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"Point of Delivery” means the outlet side of the measuring station located
at the point at which the facilities of Consumers interconnect with:

(a) the facilities of TCPL near the Dawn Plant;
(b) the facilities of Union Gas at the Dawn Plant ; or
(c) such other facilities that the parties agree to,

"Storage Gas Balance” at any time means the volume of gas in storage in
the Tecumseh System for the account of Customer at such time,

"TCPL" means TransCanada Pipelines Limited,
"“Tecumseh Plant" means the Compression and Measurement Station

owned and operated by Consumers, located in Lot 19, Concession VI in
the Township of Moore,

"Tecumseh System” means the Tecumseh Plant, the transmission
pipelines and the storage pools owned and/or operated by Consumers
together with all wells and gas gathering pipelines associated with such
storage pools, and

"Union" or "Union Gas" means Union Gas Limited.

ARTICLE Il - TERM

3.1 The term of this Agreement shall continue from the Effective Date until
March 31, 2000.

3.2 By mutual agreement of the parties, this Agreement may be renewed at
any time prior to March 31, 2000 in accordance with the Storage, Transmission and
Compression Service Queue Policy of Consumers in effect at the time of renewal.

ARTICLE IV - PRESSURES

4.1 Consumers will, in accordance with a nomination given hereunder, accept
deliveries of gas from Customer at a Point of Delivery provided that the pressure at
such Point of Delivery shall not, unless Consumers otherwise consents, be less than a
gauge pressure of 4850 kPa (700 psig).

4.2 Consumers will, in accordance with a nomination given hereunder, deliver
gas to Customer at a Point of Delivery, provided that, the pressure at such Point of
Delivery shall not. unless Consumers otherwise consents, be greater than a gauge
pressure of 4850 kPa (700 psig).
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ARTICLE V - TRANSMISSION. COMPRESSION AND STORAGE SERVICE

5.1 On any day, Consumers will take receipt at a Point of Delivery, transmit to
the Tecumseh Plant, compress if necessary and inject ail volumes of gas which
Customer nominates and delivers to Consumers on such day provided that, under no
circumstances wili Consumers be obligated to iransmit, compress and inject on any day
a volume of gas in excess of the Customer's Ceontract Daily Injection Volume
determined as foliows:

(i) 1.00% of the Annual Turnover Volume, if the Storage Gas Balance
at any time on such day is equal to or less than 80% of the
Annual Turnover Volume, or

(i) 0.50% of the Annual Turnover Volume, if the Storage Gas Balance
at all times on such day is greater than 80% of the Annual
Tumover Volume,

provided further that under no circumstances will Consumers be obligated to transmit,
compress and inject any volume of gas for Customer's account in a Contract Year if :

a) such activity would cause the Storage Gas Balance to exceed the
Annual Turnover Volume: or

b) such activity would cause the aggregate volume of injections for
customer's account during the Contract Year to exceed 105% of the
Annual Turnover Volume.

52 On any day, Consumers will withdraw from storage, compress if
necessary and transmit to a Point of Delivery all volumes of gas which Customer
nominates for delivery to Customer on such day. provided that under no circumstances
shall Consumers be obligated to withdraw on any day a volume of gas in excess of the
Customer's Contract Daily Withdrawal Volume determined as follows:

(i) 1.00% of the Annual Turnover Volume, if the Storage Gas Balance
at any times on such day is greater than 25% of the Annual
Turnover Volume:

(ii) 0.85% of the Annual Turmover Volume, if the Storage Gas Balance
at such time is equal to or less than 25% and at any time on such
day is greater than 20% of the Annual Turnover Volume: or

i) 0.50% of the Annual Turnover Volume , if the Storage Gas Balance
at ali times on such day is equal to or less than 20% of the Annual
Turnover Volume.




provided further that under no circumstances wiil Consumers be obligated to withdraw

from storage, at any time, a volume of gas greater than the Storage Gas Balance at
such time.

5.3 Customer may request Consumers to transmit, compress and inject into
storage or withdraw, compress and transmit from storage Overrun Volumes for
Customer's account. If for any day in respect of which Customer makes a request for
Overrun Volumes, Consumers, in its sole but reasonable opinion, has capacity in the
Tecumseh System to inject or withdraw the Overrun Volumes, Consumers shall use
commercially reasonable efforts to inject or withdraw the Overrun Volumes, subject to
interruption at Consumers' sole discretion.

Where, on any day that the Customer requests Overrun Volumes, and one or more
other customers of Consumers, under agreements substantially similar to this
Agreement, also request volumes of gas which constitute overrun volumes for the
purposes of their agreements with Consumers, the Overrun Volumes to be injected or
withdrawn hereunder on such day will be allocated on a pro rata basis. For injection
overrun, the allocation shall be based on the proportion that the Customer's Contract
Daily Injection Volume for such day bears to the sum of the Contract Daily Injection
Volumes on such day for all storage, transmission and compression service customers
of Consumers requiring injection overrun. For withdrawal overruns, the allocation shall
be based on the proportion that the Customer's Contract Daily Withdrawal Volume for
such day bears to the sum of the Contract Daily Withdrawal Volumes on such day for all
storage, transmission and compression service customers of Consumers requiring
withdrawal overrun. It is understood that nothing contained in this section shall obligate
Consumers to inject or withdraw Overrun Volumes.

5.4 For injection, storage and withdrawal services provided hereunder,
Customer shall pay, for the period from the Effective Date until and including
September 30, 1995, 100 percent of the maximum rate approved under Consumers'
Rate 330, in effect at the Effective Date, as approved by the OEB and attached hereto
as Schedule "C"; thereafter, Customer shall pay the lesser of (i) 100 percent of the
maximum rate under Consumers’ Rate 330 in effect from time to time as approved by
the OEB and (ii) the sum of the minimum rate (being the cost based rate derived using
the fully allocated cost methodology as used in Consumers' EBRO 490 rate application)
plus the difference between the OEB approved minimum and maximum rates under
Consumers' Rate 330 at the Effective Date. Schedule “C" shall be updated from time to
time and provided to Customer by Consumers whenever a revised Consumers'

Rate 330 has been approved by the OEB.
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ARTICLE VI - DELIVERY CONDITIONS

6.1 Deliveries by either party shall be at rates of flow as constant as practical
but in no case is either party obligated to deliver or receive a volume of gas at an hourly
rate of flow greater than 1/20th of the relevant daily volume nominated by Customer.
Departures from scheduled daily volumes due to the inability of the parties or their
agents to maintain precise contro! shall be kept to the minimum permitted by operating
conditions.

6.2 Consumers shall have the right to commingle gas delivered hereunder

with gas owned by Consumers or gas being stored and/or transported by Consumers
ior others.

6.3 Where there is an event of force majeure which restricts capacity on the
Tecumseh System, capacity reductions will be allocated to all users of the Tecumseh
System on a pro rata basis. The allocation basis shall be the proportion that the
Customer's Contract Daily injection Volumes for injections, or Customer's Contract
Daily Withdrawal Volumes for withdrawals, bears to the aggregate Contract Daily
Injection Volumes or aggregate Contract Daity Withdrawal Volumes applicable to such
day, as described in Article 6.4.

6.4 For purposes of Article 6.3, the aggregate Contract Daily Injection
Volumes shall be the sum of the Contract Daily Injection Volumes for all of Consumers'
transmission, compression and storage service customers on such day plus that portion
of the daily injection capability of the Tecumseh System reserved by Consumers for
itself, and the aggregate Contract Daily Withdrawa! Volumes shall be the sum of the
Contract Daily Withdrawal Volumes for all of Consumers' transmission, compression
and storage service customers on such day plus that portion of the daily withdrawal
capability of the Tecumseh System reserved by Consumers for itself.

ARTICLE VIl - NOMINATIONS

7.1 Prior to 2:00 p.m. EST on any day Customer shall nominate to
Consumers a volume of gas to be delivered. at a Point of Delivery on the next day, by
Customer to Consumers or by Consumers to Customer.

7.2 A nomination for a particular day shall remain in effect and apply to
subsequent days (the "Standing Nomination") unless and until Consumers receives a
new nomination from Customer in accordance with this agreement or gives Customer
verbal or written notice that the Standing Nomination is not acceptable.

7.3 Prior to 2:00 p.m. EST on any day Customer may nominate to Consumers
the Overrun Volumes to be delivered to a Point of Delivery on the next day.
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ARTICLE ViIl - COMMUNICATIONS

8.1 (a) Subject to the express provisions of this Agreement, all communications
provided for or permitted hereunder shali be in writing, personally delivered to an officer
or other responsible employee of the addressee or sent by registered mail, charges
prepaid, or by telecopy or other means of recorded telecommunication, charges
prepaid, to the applicable address set forth below or to such other address as either
party hereto may from time to time designate to the other in such manner, provided that
no communication shall be sent by mail pending any threatened, or during any actual,
postal strike or other disruption of the postal service in Canada or the USA.

(b) Any personal communication delivered shall be deemed to have been
validly and effectively received on the date of such delivery. Any communication sent
by telecopy or other means of telecommunication shall be deemed to have been validly
and effectively received on the business day following the day on which it is sent. Any
communication sent by mait shall be deemed to have been vaiidly and effectively
received on the fourth business day following the day on which it is postmarked.

(c) Communications to the parties hereto shall be directed as follows:

IF TO Consumers: Tecumseh Gas Storage, a division of

The Consumers' Gas Company Ltd.
P.O. Box 520
Corunna, Ontario NON 1G0

Nominations: Attention:  Manager, Storage Operations

Telephone: 519-862-1473
Telecopier: 519-862-1168

IF TO Customer: St. Lawrence Gas Company Inc.
P.O. Box 270
Massena, New York, 12662

Nominations: Attention:; Manager, Gas Supply Operations

Telephone: 416-495-5057
Telecopier: 416-431-7497

Other: Attention: President
Telephone: 315-769-3516
Telecopier: 315-764-9226

(d) Each party may from time to time change its address for the purpose of
this paragraph by giving notice of such change to the other party in accordance with
this paragraph.




ARTICLE IX - MISCELLANEOUS PROVISIONS

9.1 The General Terms and Conditions contained in Schedule "B", hereto
attached, are hereby incorporated into and form an integral part of this Agreement.

9.2 In the event of any conflict between the provisions of this Agreement and
those of Schedules "A", "B" and "C" attached to it, the provisions of this Agreement
shall prevail.

9.3 This Agreement, together with the attached Schedules, constitutes the
entire Agreement between the parties, and supersedes any prior or contemporaneous
agreements, understandings, negotiations or discussions, whether oral or written, of the
parties in respect of the transmission, compression and storage measurement services
provided by Consumers for Customer.

9.4 Customer shall have no rights in respect of the transmission, compression
and storage service provided for herein except as specifically provided in this
Agreement.

9.5 Ifeither party to this Agreement is unable to observe or perform any of the
covenants or obligations herein imposed upon it and such inability shall have been
caused by force majeure, then such inability shall be deemed not to be a breach of
such covenants or obligations and such covenants and obligations shall be suspended
during the continuance of the event of force majeure except for the obligation of a party
hereto to make payment of any amounts then owing under this Agreement.

IN WITNESS WHEREOF this Agreement has been properly executed bv
the parties hereto by their duly authorized officers as of the date first above written.

THE CONSUMERS' GAS COMPANY LTD. ST. LAWRENCE GAS COMPANY,INC.

/ :
by: -%{@—)_HM by: /{ //fvz}é’—‘?
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/ : / /
by 1—':—f. - - —————— by \/Jﬂm / / ~'\."L/l)xfxlf_-
I
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SCHEDULE "A”

. ‘ To an Agresment dated the _>"°  day of v -, 19,7 by and benvesn

The Consumers' Gas Company Ltd. and St. Lawrence Gas Company. Inc.

Schemszsiic Jrawing

CCRUNNAFCCL

SO R AL_-TTUINVILLE ST

b em

CUTHE RS ALL-CCUINVIL D Fuc

ey jme = = v e T
LEEnEn T EaliL L iss

""""""" Zis Cimerng Sizenncs




SCHEDULE "B"

-
-
'

To an Agreement dated the _Z  day of \,’{.'./.-',_ <., 195" by and between

—

The Consumers' Gas Company Ltd. and St. Lawrence Gas Company, Inc.

GENERAL TERMS & CONDITIONS

DEFINITIONS

Words, phrases or expressions which are not defined herein and which, in the
usage or custom of the business of transmission, compression, storage,
distribution or sale of natural gas have an accepted meaning in Canada shall
have that meaning. Except where the context expressly states another meaning,
the fallowing terms, when used in these General Terms and Conditions and in
any contract into which these General Terms and Conditions are incorporated,
shall have the following meanings:

1.

"Agreement” shall refer to the agreement or contract into which these
General Terms and Conditions are attached, and in which they are
incorporated;

"business day" shall mean any day other than a Saturday, Sunday or
statutory holiday in Ontario, Canada;

"day" shall mean a period of twenty-four (24) consecutive hours beginning
at 8:00 a.m. Eastem Standard Time (E.S.T.). The reference date for any
day shall be the calendar date upon which the twenty-four (24) hour
period shall commence;

‘month” shall mean the period beginning at 8:00 a.m. E.S.T. on the first
day of a calendar month and ending at 8:00 a.m. E.S.T. on the first day of
the following calendar month;

“delivery" shall mean any gas that is deiivered into or out of the Tecumseh
System; ‘

"firm" as applied to gas transmission, compression and/or storage service,
shall mean service not subject to curtaiiment or interruption except under
Articles VIl and Vil of this Schedule "B";

“firm service” shall mean service that is firm during the whole Contract
Year:




(n

‘interruptible servics” shzil mean service subisct to cunaiimant or

inierruntion. afisr notice. at any ume:

[§8]

'gas” shall mean gas as asfined in the Ontario Energy Board Act. 3.8.0
1980. c. 332, as amended. supplementad or re-enacted from ‘um 0 time;

10. ‘cubic meter” shall mean the volume of gas wihich occupies one cubic
meter when such gas is at a tamparature of 15 dearees Celsius. and a: a
pressure of 101.325 kilopascals absoiute:

i1 m>" shall mean cubic meters of gas and "10°m™ shall mean 1.000 cubic
meters of gas;

A%

‘pascal” (Pa) shall mean the pressure produced wnan a force of onz (1)
Newton is applied to an area of one (1) square meter. The term
"kilopascals" (kPa) shall mean 1.000 pascals:

12 "Joule” (J) shall mean the work done when the point of application oi a
force of one (1) Newton is displaced a distance of one (1) meter in the
direction of the force. The term "megaijoule” (MJ) shali mean 1,000.000
jouies:

<. 'gross neating valus" shall mean the total hzat exprassad in megajcuiss
P27 cudic meter (MJ/m’} procucad by the compisis combustion at
uonslam pressurs of one (1) cubic meier of gas with air. with the gzas irzz
of water vapour and the iempsrature of the gas. alr ang precucts o
compustion at standard iemperature and all waisr jormed by the
combustion reaction condensad to the iiquid siate

th

"OZ3" means the Ontaric Enargy Board:

(93]

"Government” means the Federa! Minisiry of Consumars anc Corparais
Aifairs - Legal Matrology Branch.

QUALITY

. Nawrai Gas: The minimum gress heating value of the Jas aelivers
nereunder shall be thirty-six (36) i ega[ouias per cubic msisy, Tr‘:-;
maximum gross nesating valua .‘ He gas delivered hersundar sheail os

iomty point two (40.2) megajoules par cubic mater.
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objectionabie subsiancs in sufficient quantity sc as to rendar the
gas toxic. unmerchantabie or cause injury to or interference with
the proper operation cf the iines. reguiators, maters or other
appliances through which it flows:

b) shall not contain more than seven (7) milligrams of hydrogen
sulphide per cubic meter of gas nor more than four hundred and
sixty (480) milligrams of tota! sulphur per cubic meter of gas as
determined by standard methods of testing;

c) shall not contain more than five (5) milligrams of mercaptan sutphur
per cubic meter of gas:

d) shall not contain more than two geint zero (2.0} molar percant oy
volume of carbon dioxide in the gas.

2) shall not contain more than zero point five (0.5) molar percent by
volume of carbon monoxide in the gas;

f) shall not contain more than zero point four (0.4) molar percent by

' volums of oxvgen in the gas:

q) shall not contain more than four point zero ( 4.0} moiar pereent by
volume of hvdrogen in the gas:

h) shall not contain morg than 2ighty ( 80) miliigrams of waier vapour
pear cubic meter of the gas;

i) snall not have a hydrocarbon dewpoint exceeding minus tan {-10j
degrees Ceisius at five thousand - five hundred (5.300) kPa
Dressure:

) shall not contain less than one poin: zero (1.0) molar percent by
volume of ethane: and

K) shail at all times be interchangaable with other piseiine gas such
that tne yallow tipping. fiashback and lifting {actors shail be within
the range permitted for gas according to AGA Reszarch Bullstin
No. 386.

..... SUBREMENTS

Third Pany Measuremsants. Fcr the purposas of measuramant or.gas

volumss intc and out of the Tzcumsah System at a Poin: of Dzitvery.
Customer and Consumars agraa to accept measuremsant providsd by

TCPL Union andior such otnsr parties as may bs agrssd to. unisss and
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uniit such time that the parties consant to accept ihe measuramen: o of
velumss from other measuremen: faciiities. Inciuding iacilities insialied,
ownead and operated by Consumers, at a Point of Deiivery. Such consznt
will not be unreasonably withheld. In such case. the measurement of al!
volumes of gas shall be undertaken with measurement e uipment i
accoradance with measurement practices and standards as set forth in
this Schedule "B".

Records. Consumers shall. during the term of this Agreement keep
records of volumes delivered to and from the Tecumseh System and of
the Storage Gas Balance for the account of Customer.

Inspection and/or Verification Rights. Customer shall diigently enforce
any inspection and/or verification rights and procedures which Cusicmar
may have in relation to the meters owned and operated by TCPL. Union
or other pipeline operators at a Point of Delivery.

Notice of Inspections. Custemer shall provide at least 7 days advance
notice to Consumers of any inspection referred to in Aricie 3.3 herain.
Consumers may elect to have a representative present duning such

insosctions.

Gas Urnit (The "Unit". The Untt of the gas deiiversd by or to Consumsrs
stall oe & volume of 10°m*.

sisrmination of Volume and Gross Heating Vaiue:

a} The volume delivered to or from Consumers shail be detarmines in
ccordance with the Slectnicity and Gas Inspection Act (Canaga.

as amended (the "Act") and the Eleciricity and Gas Inspection

Reguiations. as amended (the "Reguiations"). and any decumenis

:ssued under the authority of the Act and Reguiaticns and any

amendments tharetq,

bi All volumes delivered heraunder are deemsad to bs thermally
2quivalent. provided however. that Ccnsumers shail have the ngnt
‘0 adopt energy balancing for this Agresment upon thrae (3)
months advance notice to Customer. In such event | the gress
neating vaiue of the gas per cubic meter at the ceiivary point shati
De measured by a Government approved dsvice for the
mEasurement o1 ensrgy content. instalied a: the delivery point ¢r an
alternative method of gross heating vaiue determined which is
mutually agreed upen by all panies ic the Agreement.

! ncerrected voiume deisrminsc from ine maisning ecuipmem
shal: be corrected according to Charizs Law. Boviz s Law and
oeviatior. from Bovie's Law. The factor ior correcuion for deviation

<)
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from 3ovle's Law snall bz zzisrminad and appiied In accordance
eithar with the method laiz cown in the American Gas Association's
"Manual for Determination of Supercompressibility Factors for
Natural Gas" (PAR Projec: NX-19) published 1962 or with methods
laid down in the American Gas Association's “Transmission
Measurement Committee Report No. 8" at the discretion of
Consumers. Consumers shall notify customer of the speacific
method to be used. When gas is measured by means other than an
orifice meter, the factor for correction for deviation from Boyle's
Law shall be the square of the factor determined by tollowing one
of the methods above.

d) The average absolute atrmmospneric (barometric) pressure, for the
purpose of measurement shall be assumed to be a constant
pressure of 99,285 kPa.

Custody Transfer Measuring Eguipment: In the event that all or any gas
delivered hereunder is measured by a meter (where the term "meter” shall
include but not be limited to positive displacement meters, orifice meaters.
turdine meters. and associated gauges and instrumentation), such meter
shall be installed and operated ir accordance with the Act and the
Regulations.

Check Measuring Equipment: Either party may insiall. maintain and
operate. at the delivery point. at i3 own expense. such check measuring
equipment as desired. provided i~at such equipment shall be so installed
2s not to interiere with the operaiion of the custody transfer measuring
equipment. located at or near the delivery point. and shall be installad,
maintained and operated in conicrmity with the same standards and
specifications applicable 10 such custcdy transier metaning facilities.

Riants of Parties: The measuring equipment so instalied by either party.
togetner with any building erected by it for such eguipment. shall be and
remain its property. However. Consumers and Customer shall have the
right to have representatives presant at the time of any installing. reading.
Cleaning, changing, repairing, inspecting, testing, calibrating. or adjusting
dong in cecnnection with the other's measuring equipment uszsd in
msasuring or checking the measurement of deliverias of gas under the
Agreement. Either party will give the other party reasonable notice of its
intention to carry out the acts harsin spectfied. The records from such
measuring equioment shall remain the croperty of their owner. but upon
request each will submit to the other its racords and charts. together with
caicuiations thersirem for inspaciion and verification. subject to return
vithin 12n days after receipt thereof.




17 Calibration and Test of Metsre: The accuracy of the cusiody iransiar

measuring equipment shall be verified at reasonable intarvais. and if
requested, in the presance of representatives of either party. however it
shall not be required that the cperator of such measurement equipment
verify ils accuracy mere freguantly than once in any thirty (20) day pericd.
In the event either party shall notify the other that it desires a special test
of any measuring equipment. the parties shall co-operate to secure a
prompt verification of the accuracy of such equipment. The expense of
any such special test, if called for by either party, shail be borne by such
party if the measuring equipment tested is found to be in error not more
than two per cent (2%). If, upon test, any measuring equipment is found
to be in error by not more than two per cent (2%), previous recordings of
such equipment shall be considered accurate in computing redeliveries of
aas. but such equipment shall be adjusted at once to record as near to
absolute accuracy as possible.

—t
—_b

Preservation of Metering Records: Consumers and Customer shall each
preserve, for a period of at least seven (7) vears. all test data. and other
relevant records.

POSSZSSION OF AND RESPONSIBILITY FOR GAS

% Point of Delivery Controls: As between Consumers and Customer. zonirol
and possession of all gas gziiversd hersuncer shall pass betwean the
parties at the points of deliverv as speacified n the Agreament.

2. Responsinility: Consumers shall have no rasponsibiiity with respect to any
gas deliverable hersunder until it is so daliverad to its facilities or on
account of anything which may be done. happen or arise with respec: o
such gas betfore such delivery; and. Consumers shall have no
responsibility with respect to such gas afier its deiivery intc the faciiities of
Customer. or Customer's agent, or on account of anything which may be
dons. happen or arise with respect t¢ such gas after such delivery.

Gl

Reorssentation and Indemnification: Customer represenis anc warran!s
tc Consumers that all gas deiivered to Censumers hereundar shall be irze
and ciear of any lien. mortgage. security interest or other encumbrances
whatsoever and Customer hereby agrees to indemnify and save
Consumers harmless from all suits. actions. debts. accounts. damagss.
costs. iosses and expenses arising from or out of claims of any or ali third
paries to gas defiverad or cn account of royaltiss. taxes, license fess. or

other chargss thereon.




V SILLING

Monthly Biling Date: Consumers shall render bills on or before the 15th

day of each month for ail gas dzlivared and gas services furnished during
the preceding month. [f presentiation of a bill to Customer is delayed after
the 15th day of the month. then the time of payment shail be extended
accordingly, unless Customer is responsible for such delay.

Right of Examination: Both Consumers and Customer shall have the right
to examine at any reasonable time the books, records and charts of the
other to the extent necessary to verify the accuracy of any statement,
chart or computation made under or pursuant to the provisions of the
Agreement.

Vi PAYMENTS

1.

Monthly Payment Date: Pursuant to the rate schedule goveming the
Agreement, Customer shall pay Consumers at its address designated
herein for the gas sarvices purchased by Customer during the preceding
month and billed pursuant to the Agreement. In the event that the rate
schedule. governing the Agreement does not specify a monthly payment
cate. Customer shall pay Consumers on or before the 25th day oi each
mionth.

Remedies for Non-pavment: Should Customer fail to pay all of the
amount of any bill as herein provided when such amount is due. Customer
shiall pay to Consumers an amount of money pursuant to the Delayed
Payment clause of the rate schedule governing the Agreement. In the
gvent that said rate schedule does not have a delayed payment ciause.
then Customer shall pay to Consumers interest on the unpaid portion of
the bill accruing at a rate per annum equal to two (2.00) percent plus the
minimum commercial lending rate of Consumers' principal banker in efiect
from time to time from the due date until the date of payment. If such
1aillure to pay continues for thirty (30) days after payment is due.
Consumers in addition to any other remedy it may have under the
Agresment may suspend further defivery of gas until such amount is paid.
provided however, that if Customer in good faith shall dispute the amount
of any such bill or part thereof and shall pay to Consumers such amounis
as it concedes to be correct. and at any time thereafter within twenty (20)
Gays of a demand made by Consumers shall furnish good and sufficiant
surety bond satisfactory to Consumers. guaranteeing payment to
Consumers of the amount ultimately found due upon such bill after a final
Cetermination which may be reached either by agresment. arbitration
cacision or judgement of the courts. as may be the case. then
Consumers shall not be entitiad to suspend further delivery of gas
because of such non-payment unless and until default be made in trie
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conditicns of such bond or in saymemni for any further gas dalivered to
Customer hereunder,

3. Adiustment of Underpayment. Overpayment and/or Error in Billing: if it
shall be found that at any time or times Customer has been overcharged
or undercharged in any form whatsoever under the provisions of the
Agreement and Customer shall have actually paid the bills containing
such overcharge or undercharge. Consumers shall refund the amount of
any such overcharge and interest shall accrue from and including the first
day of such overcharge as paid to the date of refund and shall be
calculated but not compounded at a rate per annum determined each day
during the calculation period to be equal to the minimum lending rate of
Consumers' principal banker, and Customer shall pay the amount of any
such undercharge. but without interest. In the avent that an error is
discovered in the amount billed in any statement rendered by Consumers.
such error shall be adjusted by Consumers. Such overcharge,
undercharge or error shall be adjusted by Consumers on the bill next
following its determination (where the term "bill" next following shall mean
a bill rendered at ieast fourteen (14) days after the day of its
determination), provided that claim therefor shall have been made within
two (2) years from the date of the incorrect billing. In the event any refund
ts tssued with Customer's bill. the ajoresaid date of reiund shall be
deemed to be the date of the issue of invoice.

FORCE MAJEURE

The term "force majeure” as used herein shall mean acts of God. strikes,
lockcuts or any other industrial disturbance. acts of the public enemy.,
sabotage. wars. blockades. insurrections. riots. epidemics. landslides.
lightening, earthquakes. fires. storms, floods. washouts. arrests and
restraints of governments and people. civil disturbances. explosions.
breakage or accident to machinery or lines of pipe. freazing of wells or
lines of pipe. inability to obtain materials. supplies. permits or labour. any
laws. orders. rules. Fegulations. acts or restraints of any governmental
body or authority (civil military). any act or omission that is excused by any
event or occurrence of the character herein deiined as constituting force
majeure. any .act or omission by parties not controlied by the party having
the difficulty and any other similar cases not within the control of the party
claiming suspension and which by the exercise of due diligence such
Darty is unable to prevent or overcome.

In the event that either the Customer or Consumers is rendered unabls. in
whotg orin par. by force maieure. to perform or comply with any
obligation or conditicn of the Agreement. such party shall give notice znd
‘ull particulars of such force majeure in writing deliverad by hand.
teiegraph. telex or other direct written siectronic means to the other party




as soon as possible afier the occurrence of the causs relied on and
subject to the provision of this Artzle.

Neither party shall be entitled to the benefit of the provisions of force
majeure hereunder if any or all of the following circumstances prevail: the
failure resulting in a condition of force majeure was caused by the
negligence of the party claiming suspension; the failure was caused by
the party claiming suspension where such party failed to remedy the
condition by making all reasonable efforts (short of litigation, if such
remedy would require litigation): the party claiming suspension failed to
resume the performance of such condition obligations with reasonabie
dispatch; the failure was caused by lack of funds: the party claiming
suspension did not as soon as possible after determining or within a
period within which it should reascnrably have deiermined that the
occurrence was in the nature of force majeure and would affect its ability
to observe or perform any of its conditions or obligations under the
Agreement give to the other party the notice required hereunder.

The party claiming suspension shall likewise give notice as soon as
possible after the force majeure condition is remedied, to the extent that
the same has been remedied. and that such party has resumed or is then
In a position to resume the performance of the obligations and conditions
of the Agreement.

Z=AULT AND TERMINATION

In case of a material breach or maierial non-observance or maiterial
non-performance on the part of either party hereto of any covenant,
proviso, condition, restriction or stipulation contained in the Agreement
(but not including herein failure to take or make delivery in whole or in part
of the gas delivered hereunder occasioned by any of the reasons

provided for in Article VII hereof) which ought to be observed or performed
by such party and which has not been waived by the other party, then and
in every such case and as often as the same may happen, such last
mentioned party may give written notice to the party first mentioned
requiring it to remedy such default and in the event of such first mentioned
party failing to remedy the same within a period of thirty (30) days from
receipt of such notice. the other party may at its sole option declare the
Agreement to be terminated and thereupon the Agreement shall become
and be terminated and be null and void for all purposes other than and
except as 1o any liability of the first mentioned party under the same
incurred before and subsisting at the day when the Agreement is declared
by the other pariy to be terminated as aforesaid. The right hereby
conferred upon sach pany shall be in addition to. and not in derogation of
or in substitution for, any other right or remedy which the parties
respectively at faw or in equity shall or may possess.
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MODIFICATION

Any modificaticn of the terms and provisions of the Agreement shall be in
writing and shall be signed by both parties to the Agreement.

NONWAIVER AND FUTURE DEFAULT

No waiver by either Consumers or Customer of any one or more defaults
by the other in the performance of any provisions of the Agreement shall
operate or be construed as a waiver of any future deiault or defaults,
whether of a like or a different character.

LAWS. REGULATIONS AND ORDERS

The Agreement shall be governed by, and construed in accordance with
the laws of the Province of Ontario and shall be treated in all respects as
an Ontario Contract. The parties irrevocably attorn to the non-exclusive
jurisdiction of the courts of the Province of Ontario. The Agreement and
the respective rights and obligations of the parties hereto are subject to all
present and future valid laws. orders, rules and regulations of any
competent iegislative body, or duly constituted authority now or hereafiar
having jurisdiction and the Agreement shall be varied and amended to
comply with or conform to any valid order or direction of any board.
tribunal or administrative agency which affects any of the provisions of the
Agresment.

CONFIDENTIALITY

All data. documents and information of a confidential nature concerning
the business or assets of either party to this Agreement which are made
available or disclosed to the other party hereto pursuant to the terms of
this Agreement (the "Confidential Information"), shall be kept and
maintained on a confidential basis by the party hereto which is the
recipient thereof. Each party hereto shall impiement such measures and
take such precautions as may be reasonably necessary to endeavour to
ensure the confidentiality of all Confidentiai information. Notwithstanding
the foregoing, either party hereto may, without consultation with or notice
to the other party hereto, disclose Confidential Information to any court,
government agency, regulatory body or quasi-judicial agency ("Regulatory
Agency”) at any time and from time to time and may thereby cause the
Confidentiai Information to become public if and to the extent that may be
required by any Regulatory Agency or the rules, procedures. requirements
or practices of any Regutatory Agency.
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it MISCELLANEQUS

The division of this Agreement into articles, sections and subsections, and
the insertion of headings and any table of contents or index provided are
for convenience of reference only, and shall not affect the construction or
interpretation hereof.

Unless the context otherwise requires, words importing the singular
include the plural and vice versa, and words importing gender include all
genders. The words "herein", "hereunder’ and words of similar import
refer to the entirety of this Agreement, including the Schedules
incorporated into this Agreement, and not only to the section in which
such use occurs,

Time shall be of the essence hereof.

This Agreement may be executed in any number of counterparts, each of
which when so executed shall be deemed to be an originally executed
copy, and it shall not be necessary in making proof of this Agreement to
produce all of such counterparts.




Tris s Scnegule "T7 1o the Transmissior. Compression and Storage Service Agresmenicated »_ . - - . - *553 cetween
Tne Censumers’ Gas Company Lic. ang St. Lawrence Gas Company Inc

Rate Numper: 330 SHORT TERM STORAGE SER\IICEW

J

APPLICABILITY:

To any Appiicant who enters into a Short Term Storage Contract with the Company for delivery by the Applicant to the Cornpany and
re-delivery by the Company 10 the Applicant of a volume of natural gas owned by the Applicant,

CHARACTER OF SERIVCE:

Service under this rate is tor firm shor term storage service with firm or interruptibte injection and withcrawat service. or Off-Peak siorage
service. all as may be availabie from time to time. Firm Service 15 subject to the Company's "Storage. Transmisston and Cempression
Service Queue Policy” and 10 any conditions defined in the Company's “Offer to Contract”

RATE:

The following rates and charges shall apply in respect of ail gas recerved by the Company from and re-delivered by the Comczany 12 the
Appiicant.

Firm interruptibie Off Peak
$no'm’ $10°m’ $Mo*m’
Monthly Demand Charge per unit of
Annual Tumover Volume:
Minimum......cccovvnierircennnenn. 0.264 . -
MaxXimum.....coeermrereersimriesncans 0.792 . .
Monthly Demand Charge per unit of
Contracted Daily Withdrawal:
Minimum......cinnrrrrnnnnn. 24.0M 19.257 .
Maximum 72.213 57.770 .
Commeodity Charge per unit of gas
delivered tofreceived from storage:
Minimum......ccccoiiinrrins 0.930 0.530 0.830
Maximum......cccoveiivennnnnn, 0.930 0.930 5.685

MINIMUM BILL:
The runimum monthly bill shall be the sum of the applicable Demand Charges.

TERMS AND CONDITIONS OF SERVICE:

1. Firm and Interruptible service unaer this rate is subject to the Company's "Storage. Transmission and Compression Service
Queue Polcy™.

2. Off-peak Service is availabie at the Company's sole discretion.

3 Delivery and Re-gelivery ¢f the volume of natural gas shall be at the interczrnectien of the Company's facilities with those i

interconnecting pipehnes in Dawn Township

4 The Company shall provide the Applicant with an estimate of the quantity cf gas requirec for compressor and neaurg fuel and
tne Applicant shall supply the Company with such volume as a fuel gas investery. The fuel gas inventory shall be deemed !9
be the first gas delivered 1o tne Company dunng an injection cycle.

5 The Appiicant shall be charged for the monthly total of its daily. proraia snare of the fuel volumes. oy debiting its Fuel Gas
{nventory
The total daily plant fuel multiplied by the ratio of. the volume of gas recewved from or re-dehverd to the
Apphcant on a day to the total volume recerved or re-gelivered on such day.

6. If. in a contract year. the Applicant's Fuei Gas Inventory balance is reduced 19 zero. any subsequent fuel use wil be genited to
tnerr Storage Gas Inventory. The Applicant may not witharaw any fuel gas volumes except on the last day of witkdrawal dunng
a contract term.

EFFECTIVE DATE:

To apply to service on or after Ocioter 1. 1994 This rate schecule reniaces the :certzay numbered rate scnegule gated Juw & 1954
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DESCRIPTION OF REQUEST

I
. On May 6, 1996, as amended, June 19, 1996, St. Lawrence Gas

Company, Inc. (St. Lawrence) filed an application with the Office
of Fossll 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, to import up to 20,275 Mcf per day of
natural gas and up to approximately 5.26 Bcf per year of natural
gas from Canada. St. Lawrence is a natural gas distribution
company serving customers in St. Lawrence County in northern New
York State. It’'s principal place of business is in Massena, New
York. St. Lawrence is a wholly owned subsidiary of The
Consumers' Gas Company Ltd. (Consumers Gas), a Canadian
corporation which distributes gas in the Province of Ontario.
Under a gas sales contract between St. Lawreﬁce and
TransCanada Gas Services Limited (TCGS)?/, dated July‘l4, 1995,
up to 10,275 Mcf per day and up to 3.75 Bcf annually would be
imported to supply St. Lawrence's long-term general system needs.
The remainder of the gas, up to 10,000 Mcf per day and up to
approximately 1.51 Bcf in total, would be withdrawn from
underground storage facilities owned by Union Gas Limited (Union)
near Dawn, Ontario, during the heating season (November 1 through

March 31) and imported by St. Lawrence from TCGS to meet peak

-—

1/ 15 U.S.C. § 717b.

2/ TCGS is acting as agent for TransCanada Gas Marketing
Limited.




2
winter demand.¥ The term of St. Lawrence's proposed import
authorization would be effective as of November 1, 1992, and
would extend through October 31, 2002.% 1In addition, St.
Lawrence requests a two-year, renewable, blanket authorization to
import from Canada to the United States up to a total of 16.3 Bcf
of natural gas. The term of this authorization would begin on
the date of the first blanket import delivery.

St. Lawrence currently imports its natural gas supplies
primarily from TCGS at either the Cornwall, Ontario/Massena, New
York, or Iroquois, Ontario/Waddington, New York international
border points. Beginning November 1, 1993, St. Lawrence
periodically entered into short-term contracts with various
Canadian suppliers to purchase additional gas to satisfy its
system requirements.

The portion of St. Lawrence’s system supply gas that would

be withdrawn from Canadian storage would be transported from

-

3/ The gas sales contract between St. Lawrence and TCGS does not
directly provide storage services. The storage service is
covered under a separate contract executed by St. Lawrence and
Consumers Gas on September 3, 1995. This contract expires March
31, 2000, but may be renewed by mutual agreement of the parties
at any time prior to March 31, 2000.

4/ The Federal Power Commission originally authorized St.
Lawrence to import natural gas from Canada in Order 347, dated
August 8, 1961. This authorization was nullified when St.
Lawrence's underlying gas purchase and sale contract expired on
October 31, 1992. In its application, St. Lawrence acknowledged
that it inadvertently continued to import gas without
authorization from November 1, 1992, to the present. DOE has
reviewed the factual issues and explanatory statements submitted
by the applicant’s counsel. Accordingly, DOE accepts St.
Lawrence's contention that the unauthorized imports were
inadvertent.
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Alberta by the pipeline facilities of TransCanada, Union, and
Niagara Gas Transmission, Ltd. (Niagara) to the border near
Massena, New York, where Niagara's gas transmission pipeline
interconnects with St. Lawrence’'s pipeline system. Yearlong
direct deliveries to St. Lawrence from Empress, Alberta, would be
transported by the pipeline facilities of TransCanada and Niagara
to Massena, New York, or by TransCanada to the border near
Waddington, New York, where TransCanada's pipeline facilities
interconnect with the pipeline facilities of Iroquois Gas
Transmission System, L.P. (Iroquois). The gas then would be
transported by the Iroquois pipeline to its interconnection with
St. Lawrence's system. The requested import authorization is
premised on the use of existing pipeline facilities.

St. Lawrence would pay an import price to TCGS for the gas
in storage and the gas delivered directly to St. Lawrence from
Alberta in accordance with a two-part, demand-commodity rate
structure. The demand charge would be determined monthly based
on the transportation charges of TransCanada and NOVA Gas
Transmission Ltd., plus a charge for fuel gas used on
TransCanada's system. The commodity component i1s based on a
formula indexed to the weighted average price paid each month by
Consumers Gas (the Gas Price) under current long-term contracts
for the purchase and sale of gas on a firm basis from suppliers
whose gas is produced in Western Canada. The Gas Price component

of the monthly commod{ty charge is subject to annual

renegotiation at the request of either party, and in the absence
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of agreement, arbitration. Also, St. Lawrence is contractually
obligated to pay the monthly demand charge regardless of the
actual volume of gas taken. If St. Lawrence experiences
verifiable market loss, it may elect to reduce, upon notice, the
daily contract volumes.
II. FINDING

The application filed by St. Lawernce 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 Enerqgy 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 long-term and blanket authorizations
sought by St. Lawrence 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. DOE emphasizes that the blanket authority is
for transactions under contracts with terms of no longer than two

years.
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of agreement, arbitration. Also, St. Lawrence is contractually
obligated to péy the monthly demand charge regardless of the
actual volume of gas taken. If St. Lawrence experiences
verifiable market loss, 1t may elect to reduce, upon notice, the
daily contract volumes.
II. FINDING

The application filed by St. Lawernce 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 éas 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 long-term and blanket authorizations
sought by St. Lawrence 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, 1is consistent with the
public interest. DOE emphasizes that the blanket authority is

for transactions under contracts with terms of no longer than two

years.
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import in Ordering Paragraph A above. This gas may be imported
at any point on the border of the United States and Canada.

E. Within two weeks after initial deliveries begin under
Ordering Paragraph D above, St. Lawrence shall provide written
notification to the Office of Fuels Programs (OFP), Fossil
Energy, Room 3F-056, FE-50, Forrestal Building, 1000 Independence
Avenue, S5.W., Washington, D.C. 20585-0350, of the date that the
first import of natural gas occurred.

F. With respect to the long-term imports authorized by
Ordering Paragraph A of this Order, St. Lawrence shall file with
OFP, within 30 days following each calendar quarter, quarterly
reports showing by month and by entry point, the total volume
imported in Mcf and the average purchase price per MMBtu at the
international border. The monthly pricing information shall
itemize separately the demand and commodity charges paid on a per
unit (MMBTU) basis.

G. St. Lawrence shall file with OFP separate quarterly
reports with respect to the two-year, blanket authorization
granted in Ordering Paragraph D above. Each report shall
indicate whether imports of natural qgas have been made. If no
imports have been made, a report of "no activity" for that
calendar quarter must be filed. If imports occur, St. Lawrence
must report total monthly volumes (in Mcf) and the average
purchase price of gas per MMBtu at the international border. The
reports shall also prgvide the details of each import

transaction, including: (1) the name of the seller(s); (2) the




ORDER

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

A. St. Lawrence Gas Company, Inc. (St. Lawrence) is hereby
granted authority to import from Canada up to 20,275 Mcf per day
with an annual limit of approximately 5.26 Bcf. Of this volume,
St. Lawrence is authorized to import directly up to 10,275 Mcf
per day with an annual limit of approximately 3.75 Bcf. This gas
shall be imported at Massena, New York, and/or Waddington, New
York. St. Lawrence is authorized to import the balance, up to an
additional 10,000 Mcf per day, of storage gas during the winter
period November 1 through March 31 at Massena, New York. The
total volume of storage gas imported during each winter period
shall not exceed approximately 1.51 ch.

B. The term of this authorization is for 10 years
retroactive to November 1, 1992, and shall continue through
October 31, 2002.

C. The gas supply authorized in Ordering Paragraph A of
this Order shall be imported in accordance with the terms and
conditions of the cas sales letter agreements and the gas sales
contract between St. Lawrence and TransCanada Gas Services
Limited (TCGS) dated July 14, 1995, filed in this proceeding.

D. St. Lawrence is authorized to import on a blanket basis
up to 16.3 Bcf of natural gas over a period of two years
beginning on the date of the first delivery. These volumes are

in addition to the volumes which St. Lawrence is authorized to
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name of the purchaser(s); (3) the estimated or actual duration of
the agreement(s); (4) the name of the U.S. transporter(s);

(5) the point(s) of entry; (6) the geographic market(s) served;
(7) whether sales are being made on an interruptible or firm
basis; and, if applicable, (8) the per unit (MMBtu)
demand/coﬁmodity/reservation charge breakdown of the contract
price. The quarterly reports required by Ordering Paragraphs F
and G of this Order shall be submitted together.

A. The first quarterly reports required by Ordering
raragraphs F and G of this Order are due not later than
‘October 30, 1996, and should cover the period from the date of
this Order until the end of the third calendar quarter,
September 30, 1996.

Issued in Washington, D.C., on July é&g . 1996.

Office of Coal & Electricity
Office of Fuels Programs
Office of Fossil Energy
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Paul F. Forshay

Sutterland Asbill & Brennan

1275 Pennsylvania Avenue, NW.
Washington, D.C. 20004
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WASHINGTON, D.C. 20004-2404
May 15, 1997

PAUL E. FORSHAY
DIRECT LINE. {202) 383-0708
Interner. pforshav@ sablaw com

Anthony J. Como

Director

Office of Fossil Fuel Programs,
Fossil Energy

U.S. Department of Energy

Room 3F-056, FE-50

Forrestal Building

1000 Independence Avenue, S.W.

Washington, D.C. 20585-0350
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Re:  St. Lawrence Gas Company, Inc.,

Dear Mr. Como:

Pursuant to Department of Energy (“DOE”) regulations (10 C.F.R. § 590.407), St.
Lawrence Gas Company (“*St. Lawrence Gas™) hercby provides written notification concemning
scveral amendments to the Gas Sales Contract between St. Lawrence and TransCanada Energy
Ltd. dated July 14, 1995 (“Contract”). The Contract was submitted as Exhibit E to the
apphcation for amended import authonity approved by Order No. 1190, issued on July 26, 1996

in the above-referenced proceeding.

In Order No. 1190, the Office of Fossil Energy (“FE™) granted St. Lawrence Gas a ten-
year authorization and a two-year blanket authorzation to import natural gas from Canada.
Ordening paragraph C of Order No. 1190 required that imports of gas pursuant to the ten-year
authorization be made in accordance with the Contract. At that time, the Contract was between
St. Lawrence and TransCanada Gas Services Limited (as agent for TransCanada Gas Marketing
Limited, formerly Westem Gas Marketing Limited). TransCanada Energy Ltd. 1s the successor
by amalgamation to TransCanada Gas Marketing Limited.

Enclosed for DOE/FE’s information 1s Amending Agreement No. | (*Amendment™),
dated January 24, 1997, to the Contract. The Amendment (1) reduces the Daily Contract
Volume specified in Paragraph 1.01(g) of the Contract by substituting 248.5 10°m’ for 424.0
10°m’, and (2) modifies Paragraph 3.02(c) of the Contract to allow St. Lawrence Gas 1o usc “'sub-
shipper arrangements,” as an alternative to assignments, in order to implement direct purchase

asstgnments for its customers.

TEL: (202) 383-0100
FAX: (202) 637-3593
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Page 2

The Amendment is neither contrary to nor otherwise not permitted by St. Lawrence's
cxisting import authorizations. Consequently, St. Lawrence respectfully submits that this notice
filing does not require 1t to seck further amendment to the import authorizations granted by Order
No. 1190, and requires no action by DOE/FE.

[f there arc any questions concerning this notice, please contact the undersigned

immediately.

cry truly youra,

Paul F. Fofshay

Attorncy for
St. Lawrence Gas Company, Inc.

Enclosure




EN AGREEMEN |

THIS AGREEMENT made as of the 24th day of January, 1997
BY AND BETWEEN:

TRANSCANADA ENERGY LTD., an Alberta
corporation ("Seller")

-and -

ST. LAWRENCE GAS COMPANY, INC,, a New
York corporation ("Buyer")

WITNESSES THAT, WHERELAS:

A. Seller, as the successor by amalgamation to TransCanada Gas Marketing Limited (formerly
Western Gas Marketing Limited), and Buyer are the parties to a Gas Sales Contract made
as of July 14, 1995 (the "Contract”). Terms that are defined in the Contract are used in this

Agreement with the same meanings.

B. Seller, as the successor by amalgamation to TransCanada Gas Marketing Limited (formerly
Western Gas Marketing Limited), and Buyer are also the parties to the Interim Gas Sales
Arrangements, which came into effect on November 1, 1992 and continued in effect until

the Effective Date of the Contract.

C. The Contract provides that the Effective Date will occur on the first Day of the Month
following the receipt by Buyer of the two authorizations specified in Paragraph 7.01(a) of
the Contract. Buyer received one authorization in July 1996 and the other authorization in

December 1996. As a result, the Effective Date occurred on January 1, 1997.

D. The Daily Contract Volume specified in the Contract is 424.0 10°m?, which corresponds to

the daily contract volume under the Interim Gas Sales Arrangements at the time Seller’s




predecessor and Buyer entered into the Contract. Since that time, as a result of direct
purchase displacements, the daily contract volume under the Interim Gas Sales
Arrangements has been reduced to 248.5 10°m? as of the Effective Date. Seller and Buyer
have agreed to amend the Contract by reducing the Daily Contract Volume to a

corresponding amount.

The Contract provides that, in connection with any Permanent Partial Assignment(s), Buyer
will temporarily assign the service entitlement(s) related to the Permanent Partial
Assignment(s) to its customer(s) for use in connection with the corresponding Direct
Purchase Armangement(s). Buyer now wishes, as an alternative, to use such service
entitlement(s) itself in order to ship, for the account of such customer(s), the gas that such
customer(s) acquire(s) under such Direct Purchase Arrangement(s). Seller and Buyer have

agreed to amend the Contract accordingly.

NOW THEREFORE, in consideration of the premises and other good and valuable

consideration (the receipt and sufficiency of which is hereby acknowledged), Seller and Buyer

mutually covenant and agree as follows:

Paragraph 1.01(g) of the Contract is amended by deleting the volume "424.0 10°m?> and

substituting in its place the volume " 248.5 10°m3".

Paragraph 3.02(c) of the Contract is amended by deleting the second paragraph thereof and

substituting in its place the following:

“Buyer in turn will temporarily assign the service entitlement(s)
related to the Permanent Partial Assignment(s) to its customers(s)
for use in connection with the corresponding Direct Purchase
Arrangement(s) for the term thereof (including renewals,

exlensions, or replacements). Alternatively, Buyer in turn will use




such service entitlement(s) itself in order to ship, for the account
of such customer(s), the gas that such customer(s) acquire(s) under
such Direct Purchase Arrangement(s) for the term thereof
(including renewals, extensions, or replacements). In either case,
after such term has cxpired, Buyer may use such service

entitlement(s) as Buyer sees fit."

3. Except to the extent hereby specifically amended, Seller and Buyer cach ratifies and

confirms the Contract.

4. This Agreement shall be binding upon and enure to the benefit of Seller and Buyer and their

respective successors and permitted assigns under the Contract.

IN WITNESS WHEREOF the parties hereto have duly executed and delivered this
Agreement under the signatures of their respective proper officers duly authorized in that behalf as

of the date first above written.

SELLER: /0 \t> TRANSCANADA ENERGY LTD.
By: ?é({ i AN—
By: —
= A
BUYER: ST. LAWRENCE GAS COMPANY, INC.
A e
By: 2 A s Lt Prosidens
rnm
By:_ad 4 slacyes SHND‘B?N%;"“S
SHARON A. GAINES

Treasurer




Sutherland, Asbill & Brennan, L.LpP
. ATIANTA + AUSTIN « NEWYORK « WASHINGTON
1275 PENNSYLVANIA AVENUE, N.W. TEL: (202) 383-0100
WASHINGTON, D.C. 20004-2404 July 3, 1997

FAX: (202) 637-3593

Mr. Wayne N. Peters

Manager, Natural Gas Regulation
Office of Natural Gas and Petroleum

Import/Export Activitics

Room 3F-056, FE-34

Forrestal Building

1000 Independence Avenue, S W,
Washington, D.C. 20585-0350

~r \

Re:  St. Lawrence Gas Company, Inc.

EE Docket No. 96-26-NG

Dear Mr. Peters:

On July 26, 1996, DOE/FE issued Order No. 1190, which afforded long-termy import
authority to St. Lawrence Gas Company, Inc. (“St. Lawrence”). More specifically, Order No
1190 granted St. Lawrence Gas a ten-year authorization to import up to 10,275 Mct/day of
natural gas from Canada, with an annual limit of approximately 3.75 Bcf. St. Lawrcence was

further authonized to import an additional 10,000 Mcf/day of storage gas, up to 1.51
Bef/annually, duning the winter period of November 1 through March 31. St. Lawrence also
recerved a two-year blanket authorization to import up to 16.3 Bef of natural gas from Canada
over a two-year period commencing with the date of first delivery

Ordering paragraph C of Order No. 1190 required that imports of gas pursuant to the ten-
year authorization be made in accordance with the Gas Sales Contract between St. Lawrence and
TransCanada Energy Ltd. dated July 14, 1995 (“Contract™). The Contract was submutted as

' Exhibit E to the May 6, 1996 application for amended import authonty approved by Order No
1190. At that time, the Contract was between St. Lawrence and TransCanada Gas Services
Limited (as agent for TransCanada Gas Marketing Limited, formerly Western Gas Marketing
Limited). TransCanada Energy Ltd. is the successor by amalgamation to TransCanada Gas

Marketing Limited. The Contract originally specified a Daily Contract Volume of 424.0 10*m*

(15,000 Mcf) and defined “Annual Contract Volume™ as the sum of Daily Contract volumes,
which would cquate to 5.48 Bef.

By letter dated May 15, 1997, St. Lawrence informed your office of two changes to the
Contract. One of these changes reduced the Daily Contract Volume to 248.5 10°m* (8,800 Mcf)
which, in turn, would reduce the Annual Contract Volume to approximately 3.22 Bef. At the
time, St. Lawrence filed this information pursuant to Section 407 of DOE’s regulations regarding

34/300 0.03d
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the importation and exportation of natural gas (10 C.F.R. § 590.407), and submitted that this
notice filing did not require an amendment to the import authorization granted by Order No.
1190. DOE Staff recently contacted St. Lawrence and indicated that the aforementioned

modifications to the Contract would requirc an amendment to the import authorization granted
by Order No. 1190.

Accordingly, St. Lawrence hereby requests that this letter, together with its May 15 filing
be treated as a request to amend the import authorization previously granted by Order No. 1190.
Consistent with the change made to the Daily Contract Volumes specified in the Contract, St.
Lawrence requests that its daily import authorization be reduced from 10,250 Mcf 1o 8,800 Mcf,
and that its corresponding annual authorization be reduced from 3.75 Befto 3.22 Bef. The
changes to the Contract delineated in St. Lawrence’s May 15 letter remain the only changes to
the facts and circumstances originally sct forth in St. Lawrence’s May 6, 1996 application in
Docket No. 96-26-NG and relied on by DOE/FE in issuing Order No. 1190. Consequently, St.
Lawrence respectfully submits that no other modifications are required to the import
authorization granted by Order No. 1190.

St. Lawrence notes that, under the terms of the Contract, it may reduce its Daily Contract
Volume without necd of a further amendment to the Contract. St. Lawrence will inform DOE
promptly should such a reduction occur.

A check in the amount of $50.00 is enclosed to cover the filing fee for this application to
amend St. Lawrence’s existing import authorization. If you have any questions regarding this

application, please contact the undersigned immediately at (202) 383-0708.

ercly,

aul F. Fotshay

Attorney for
St. Lawrence Gas Company, Inc.
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UNITED STATES OF AMERICA e

DEPARTMENT OF ENERGY o

QFFICE OF FOSSIL ENERGY

ST.

LAWRENCE GAS COMPANY, INC. ) FE DOCKET NO. 96-26-NG

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

DOE/FE ORDER NO. 1190-2

JuLy 11, 1997




I. D

Currently, under DOE/FE Order No. 1190 (Order 1190)Y, St.
Lawrence Gas Company, Inc. (St. Lawrence) is authorized to impbrt
up to 20,275 Mcf of natural gas per day with an annual limit of
approximately 5.26 Bcf. Of this volume, St. Lawrence is
authorized to import directly up to 10,275 Mcf per day wi£h an
annual limit of approximately 3.75 Bcf. St. Lawrence is
authorized to import the balance, ub to an additional 10,000 Mcf
per day, of storage gas during the winter period November 1
through March 31. The total volume of storage gas imported
during each winter period shall not exceed approximately 1.51
Bcf. The term of this authorization is for 10 years continuing
through October 31, 2002.

St. Lawrence is a natural gas distribution company serving
customers in St. Lawrence County in northern New York State. Its
principal place of business is in Massena, New.York. St.
Lawrence is a wholly owned subsidiary of The Consumers' Gas
Company Ltd., a Canadian corporation which distributes gas in the
Province of Ontario.

On May 15, 1997, St. Lawrence informed the Department of
Energy (DOE) pursuant to 10 CFR § 590.407 of DOE's regulations
that it had reduced the daily contract volume in its gas sales

contract with TransCanada Enerqgy Ltd.”’ from 10,275 Mcf per day

l/ 1 FE ¥ 71,291 (July 26, 1996).

2/ The original gas sales contract was between St. Lawrence and

TransCanada Gas Services Limited (as agent for TransCanada Gas

Marketing Limited, formerly Western Gas Marketing Limited).
(continued...)
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to 8,800 Mcf per day'which, in turn, would reduce the annual

contract volume to approximately 3.22 Bcef.

Pursuant to a discussion with the Office of Fossil Energy

(FE) of DOE, St. Lawrence filed on July 3,

1997, an application,

under section 3 of the Natural Gas Act (NGA) ¥ and DOE

Delegation Order Nos. 0204-111 and 0204-127, requesting that FE

amend St. Lawrence's current authority to
United States from Canada. The amendment
St. Lawrence's daily import authorization
sicf per day to 8,800 Mcf per day and that
annual authorization be reduced from 3.75

the terms of an amending agreement to the

import gas into the
solely requests that
be reduced from 10,275
its corresponding

Bcf to 3.22 Bcf under

gas sales contract

between St. Lawrence and TransCanada Energy Ltd. dated

January 24, 1997.

II. FINDING

The application filed by St. Lawrence has been evaluated to

determine if the proposed import arrangement and contract

amendments meet the public interest requirement of section 3 of

the NGA, as amended by section 201 of the

Energy Policy Act of

1992 (Pub. L. 102-486). Under section 3{(c), the import 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

2/(...continued)

TransCanada Energy Ltd. is the successor by amalgamation to

TransCanada Gas Marketing Limited.

3/ 15 U.S.C. § 717b.




(= ]
'

3

be granted without modification or delay. The authorization
sought by St. Lawrence to amend its present authority 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.

QRDER

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

A. Ordering Paragraph A of DOE/FE Order No. 1190 (Order
1190), issued July 26, 1996, is amended to substitute as the
maximum import volume 18,800 Mcf of natural gas per day and an
annual limit of apéroximately 4.73 Bcf for 20,275 Mcf per day
with an annual limit of approximately 5.26 Bcf. 1In addition, for
direct delivery, 8,800 Mcf of gas per day and 3.22 Bcf of gas
annually is substituted for 10,275 Mcf per day and 3.75 Bcf
annually. ' ‘ '

B. All other terms and conditiohs contained in Order 1190

shall remain in full force and effect.

Issued in Washington, D.C., on July [[ , 1997,

e

y ( /C /TCZM/)-V 7. %\\/

Wayne E. Peters

Manager, Natural Gas Requlation

Office of Natural Gas & Petroleum
Import and Export Activities

Office of Fossil Energy
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U.S. Department of Energy

Office of Fossil Fuel Programs,
Fossil Energy

Room 3F-056, FE-50

Forrestal Building

1000 Independence Avenue, S.W.

Washington, D.C. 20585-0350 °

Re: St. Lawrence Gas Company, Inc.,
FE Docket No. 96-26-NG

Ladies and Gentlemen:

._ On July 26, 1996, the DOE Office of Fossil Energy
issued DOE/FE Order No. 1190 in the referenced proceeding. That

order, in part, granted St. Lawrence Gas Company, Inc. ("st.
Lawrence Gas") a two-year blanket authorization to import natural
gas from Canada. Ordering paragraph E of Order No. 1190 directed
St. Lawrence Gas to provide notice, within two weeks after
initial deliveries begin under this blanket authorization, of the
date that the first import of natural gas occurs.

By this letter, St. Lawrence Gas provides notice that
the first import of natural gas under the two-year blanket
authorization granted by Order No. 1190 occurred on July 26,
1996.

If there are any questions concerning this notice,
please contact the undersigned immediately.

truly jyours,”

orshay

P Attorney for v
. St. Lawrence Gas Company, Inc.




