UNITED STATES OF AMERICA
BEFORE THE
DEPARTMENT OF ENERGY
OFFICE OF FOSSIL ENERGY

q /
Androscoggin Energy LLC ) FE Docket No. -ﬁ_‘{-NG

APPLICATION OF
ANDROSCOGGIN ENERGY LLC
FOR AUTHORIZATION TO IMPORT NATURAL GAS
Pursuant to Section 3 of the Natural Gas Act, 15 U.S.C. § 717b (*NGA™), and
Sections 590.201, er seq., of the Administrative Procedures of the Department of Energy
(*DOE"™), Office of the Assistant Secretary for Fossil Energy (“FE”), 10 C.F.R. § 590.201,
et seq., Androscoggin Energy LLC (“Androscoggin”) hereby applies for authorization to
import from Canada up to 160.1 Bef of natural gas (approximately 159,954,000 MMBtu)
over a period of ten years under the terms of five long-term gas purchase contracts. This
request is hereinafter referred to as the “Application”. The natural gas will be used as fuel
at Androscoggin’s cogeneration facility to be constructed near Jay, Maine.
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Mr. Bryan E. Schueler
Androscoggin Energy LLC
Suite 150

650 Dundee¢ Road

Northbrook, Illinois 60062
FAX: (847) 559-1805

Phillip G. Lookadoo, Esq.
Brian J. McManus, Esq.

Reid & Priest LLP

701 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

FAX: (202) 508-4321

II.

The ten-year authorization sought herein will permit Androscoggin to import up to

16.01 Bef per year and 160.1 Bef over ten years commencing with the date of the first

deliveries of gas under the requested import authorization. All of the gas will be purchased

by Androscoggin from five gas suppliers, AltaGas Services, Inc., Beau Canada Exploration

Ltd., Producers Marketing Ltd., Renaissance Energy Ltd., and Rio Alto Exploration Lid.

(the “Suppliers™), pursuant to five Gas Purchase Agreements executed between Androscoggin

and each of the Suppliers for Canadian gas supplies produced in the province of Alberta.'

Under the Gas Purchase Agreements, Androscoggin will take delivery of the gas at various

points on the pipeline facilities owned by NOVA Gas Transmission Ltd. (“NOVA™).

1. The five Gas Purchase Agreements (copies of which are attached hereto as Exhibit A)
were executed on the following dates:

AltaGas Services Inc.

Beau Canada Exploration Ltd.

Producers Marketing Ltd.
Renaissance Energy Litd.
Rio Alto Exploration Ltd.

April 22, 1997

January 27, 1997, as amended June 30, 1997
February 12, 1997

March 11, 1997

May 24, 1997
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NOVA will transport the gas to an interconnection with the pipeline facilitics of
TransCanada Pipelines Limited (“TransCanada”™) near Empress, Alberta. TransCanada will
then transport the gas from Alberta to the U.S. - Canadian border near East Hereford,
Quebec and Pittsburg, New Hampshire at an interconnection of certain proposed pipeline
facilities proposed 1o be constructed in Canada by TransQuebec and Maritimes Pipeline, Inc.
(“TQM?"), an affilate of TransCanada, and proposed to be constructed in the U.S. by
Portland Natural Gas Transmission System Limited (*“PNGTS"”). From the U.S. - Canadian
border, PNGTS will deliver the gas to Androscoggin ncar Jay, Maine, where the gas will be
used as fuel for Androscoggin’s proposed 150 MW cogeneration facility to be constructed
adjacent to International Paper Company’s (“International Paper”) Androscoggin Mill near
Jay, Maine.

PNGTS’s pipeline facilitics to be relied upon to transport the gas from the border
crossing are part of a 142-mile long, 24 inches in diameter, pipeline extending from
Pittsburg, New Hampshire to Westbrook, Maine, where PNGTS’s 24-inch mainline will
interconnect with proposed pipeline facilities to be jointly owned and operated by PNGTS
and Maritimes and Northeast Pipeline, L.L.C. PNGTS will also construct a 12-inch
diameter lateral extending 43.5 miles from a tap on PNGTS’s 24-inch mainline near
Rumford, Maine, through which PNGTS will transport the gas to Androscoggin’s
cogeneration facility near Jay, Maine.

Construction of PNGTS’s pipeline and appurtenant facilities has been authorized by
orders of the Federal Energy Regulatory Commission (*FERC™), acting pursuant to Sections

3 and 7(c) of the NGA, 15 U.S.C. §§ 717b, 717f(c), issued on July 31, 1997 and September



24, 1997 in Portland Natural Gas Transmission System, Docket Nos. CP96-248-000, et al.,

80 FERC { 61,134, and 80 FERC 9 61,388 (1997).

In authorizing the construction of PNGTS’s pipeline facilities, the FERC conditioned
its approval on, among other matters, the issuance of an order of the National Energy Board
of Canada (“NEB”) approving the construction of the related facilities to be constructed by
TQM and TransCanada on the Canadian side of the border. While such requisite
authorization has been requested from the NEB, that agency has not yet granted its approval.

The stcam produced at Androscoggin’s cogeneration facility through the consumption
of the natural gas imported from Canada will be sold to International Paper, to the cxtent of
its steamn requirements, for use in its adjacent mill located near Jay, Maine. International
Paper will also rely upon the electricity produced by the facility, to the extent of its electrical
requirements, and electrical energy produced by the cogeneration facility in excess of the
needs of International Paper will be sold by Androscoggin to the New England Power Pool
or other wholesale purchasers. In addition, on any day when the natural gas imported by
Androscoggin exceeds its requircments for fuel at the cogeneration facility, such natural gas
will be sold to third parties.

The gas imported by Androscoggin will provide a clean burning fuel for both the
production of steam and the gencration of electricity by means of three highly efficient
topping cycle facilitics. As previously indicated, International Paper has committed to
purchase steam and clectricity produced by Androscoggin’s facility, thereby enabling
International Paper to discontinue use of its own less efficient fossil fuel facilities upon which

it has relied in meeting its steam requircments and a portion of its electrical needs.




In order that Androscoggin may obtain financing and, subsequently, commence and

complete construction of its cogeneration facilities and have them available when PNGTS’s
pipeline facilities commence commercial operation, which is presently expected to be
November 1, 1998, Androscoggin requests that the authorization sought herein be issued as
expeditiously as possible.

Androscoggin respectfully requests that such authorization remain in effect for the
term of the five Gas Purchase Agreements, each of which extends for ten years from the date
of initial deliverics of gas thereunder. Androscoggin expects that initial deliveries will occur
under the Gas Purchase Agrcements, upon the completion of construction of Androscoggin’s

cogeneration facility and the necessary pipeline facilities, no earlier than November 1, 1998.

1.

Androscoggin’s request to import natural gas from Canada pursuant to the five Gas
Purchase Agrecements will be consistent with the public interest. Under Section 3 of the
NGA, 15 U.S5.C. § 717b, the importation of natural gas is to be authorized unless there is a
finding that it “will not be consistent with the public interest.” Furthermore, as amended by
Section 201 of the Energy Policy Act of 1992, Pub. L. 102-486, 106 Stat. 2776, 2866,
Section 3(c) of the NGA specifies that:

... the importation of natural gas ... [from] a nation with which
there is in effect a free trade agreement requiring national
trecatment for trade in natural gas, shall be deemed to be

consistent with the public interest, and applications for such
importation ... shall be granted without modification or delay.




15 U.S.C. § 717b(c). Since Canada is a nation with which a free trade agreement is in

effect, Androscoggin respectfully submits that the authorization sought herein to import
natural gas from Canada meets the criterion of Section 3(c) and, therefore, is consistent with
the public interest.

IV.

To Androscoggin’s knowledge, except as otherwise referenced in this Application, the
same or a related matter is not being considered by any part of the DOE, including the
FERC, or any other Federal agency or department that would otherwise affect the
construction of the facilities of PNGTS or the importation of natural gas at Pittsburg, New
Hampshire.

In compliance with Section 590.202(b)(3) of DOE’s Administrative Procedures, 10
C.F.R. § 590.202(b)(3), Androscoggin hereby states that it is a limited liability corporation
organized under the laws of the State of Delaware. Polsky Energy Corporation of Maine,
Inc., an Illinois corporation and a wholly-owned subsidiary of Polsky Energy Corporation
(“PEC™), a Delaware corporation, holds a 50% interest in Androscoggin. The remaining
50% interest in Androscoggin is held by Androscoggin Energy, Inc., a wholly-owned
subsidiary of Polsky Energy Corporation. Michael P. Polsky, an individual, owns 100% of
the outstanding stock of PEC.

Further, in support of its Application, Androscoggin submits an Opinion of Counsel,
as required by Section 590.202(c) of the Administrative Procedures, 10 C.F.R. § 590.202(c),
that addresses the corporate authorization of Androscoggin to engage in the importation of

natural gas. This Opinion of Counsel is contained in Exhibit B.




WHEREFORE, Androscoggin respectfully requests that the DOE/FE find, pursuant

to Section 3 of the NGA, 15 U.S.C. § 717b, that the importation of natural gas from
Canada, for ten years from the date of initial deliveries under the Gas Purchase Agreements
for the purposes described in this Application, is consistent with the public interest. Further,
Androscoggin specifically requests that it be authorized to import an aggregate volume of
natural gas, not to excecd 160.1 Bcf, for ten years from the date of initial deliveries of
natural gas under the Gas Purchase Agreements. Finally, Androscoggin requests that the
authorization requested herein be issued as expeditiously as possible in order to allow
Androscoggin 1o secure financing and commence and complete construction of its proposed
cogeneration facility by the time that the necessary pipeline facilities become operational.

Respectfully submitted,

Androscoggin Energy LLC
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Phillip G. Lookadoo

Brian J. McManus

Reid & Priest LLP

701 Pennsylvania Avenue, N.'W,

Washington, D.C. 20004

Voice: (202) 508-4000

FAX: (202) 508-4321

Its Attorneys

Cctober 30, 1997




VERIFICATION
WASHINGTON, )
DISTRICT OF COLUMBIA ) SS:

Phillip G. Lookadoo, being duly sworn, deposes and says that he is a duly authorized
representative of Androscoggin Energy LLC; that he has read the foregoing document; that
he is familiar with the contents thereof; that the statements contained therein are true and
correct to the best of his knowledge, information, and belief; that he is authorized to file the
same with the Department of Energy, Office of Fossil Encrgy; and that to the best of his
knowledge, information, and belief, the same or a related matter directly affecting the
facilities necessary for the importation of natural gas from Canada for consumption by
Androscoggin near Jay, Maine, other than as specifically referenced in the foregoing
document, is not being considered by any other part of the Department of Energy, including

the Federal Energy Regulatory Commission, or any other Federal agency or department.

Phillip @ Lookadoo

SUBSCRIBED AND SWORN TO
before me this 30th day of October, 1997.
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EXHIBIT A

GAS PURCHASE AGREEMENTS
between
ANDROSCOGGIN ENERGY LLC
and
ALTAGAS SERVICES INC.
BEAU CANADA EXPLORATION LTD.
PRODUCERS MARKETING LTD.
RENAISSANCE ENERGY LTD,

RIO ALTO EXPLORATION LTD.







GAS SALES AGREEMENT

between
ALTAGAS SERVICES INC.
AND
ANDROSCOGGIN ENERGY LLC

Dated as of April 22, 1997.
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GAS SALES AGREEMENT

This GAS SALES AGREEMENT (this "Agreement”) is made as of the 22nd
day of April 1997, by and between ALTAGAS SERVICES INC., a Canadian corporation
("Seller”), and ANDROSCOGGIN ENERGY LLC, a Delaware limited liability corporation
("Buyer").

WITNESSETH

WHEREAS, Seller is engaged in the business of purchasing and reselling
natural gas;

WHEREAS, Buyer proposes to construct, own and operate a natural gas-fired
electric generation facility in the City of Jay, State of Maine, which facility is expected, but not
guaranteed, to commence commercial operation by November 1, 1998,

WHEREAS, in accordance with the terms and conditions of this Agreement,
Seller is prepared to sell and deliver on a Firm Basis (as defined herein), and Buyer is preparad
to purchase and receive on a Firm Basis, Gas required for the operation of Buyer's Facility (as
defined herein);

WHEREAS, Buyer has or shall have received all required material
governmental authonzations to construct and operate Buyer's Facility;

WHEREAS, Buyer has entered or shall enter into natural gas transportation
conrracts which shall provide Buyer the necessary transportation services for the delivery of the
Quantity of Gas (as defined herein) to be sold and delivered, or caused to be delivered, by Seller
to, or for the account of, Buyer at the Point of Delivery (as defined herein) for further
ransportation by Buyer to Buyer's Facility; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herzin contained and intending to be legally bound, Seller and Buyer agree as follows:

ARTICLE I
DEFINITIONS OF TERMS

Section 1.1 Definitions
For purposes of this Agreement, all appendices and recitals, except where
anotler meaning is expressly stated, the following capiulized words and phrases shall have the

following meanings:

"Actuaj Purchased Quantitv® shall have the meaning set forth in Sub-section
3.3(b) hereof.

"AEUB" means the Alberta Energy and Utilities Board, or its successor.




"AEUB Reserves Under Control Locations Listing™ means the listing of natural
gas reserves designated by the AEUB.

"Agreement Year”, except for the first and last Agreement Year, means a period
of twelve (12) consecutive Months beginning on November Ist of each year subsequent to the
year in which the Initial Delivery Date occurs; with respect to the first Agreement Year shall
means the period commencing on the Initial Delivery Date and ending at 8:00 a.m. Mountain
Standard Time on the November 1st next following, and, with respect to the last Agreement
Year, if the Initial Delivery Date is November 1, 1998, the last Agreement Year means the
period commencing at 8:00 a.m. Mountain Standard Time on November 1, 2007, and ending
at 8:00 a.m. Mountain Standard Time on November 1, 2008, and if the Initial Delivery Date
occurs after November 1, 1998, the last Agreement Year means the period commencing at 8:00
a.m. Mountain Standard Time on the November 1 at the end of the ninth Agreement Year and
ending at 8:00 a.m. Mountain Standard Time on the tenth anniversary of the Initial Delivery
Date; and provided that in any Agreement Year containing less than or more than 365 Days, the
obligations of the parties hereunder shall be prorated based on a fraction, the numerator of which
is the number of Days in the Agreement Year in question and the denominator of which is 365,
or 366 in any year that includes February 29.

"Annual Purchase Deficiency™ shall have the meaning set forth in Sub-section
3.3(b).

" Arbitration” shall have the meaning set forth in Article XX.
"Arbitrator” shall have the meaning set forth in Article XX.
"Board" shall have the meaning set forth in Article XX.
"BCICAC" shall have the meaning set forth in Section 20.1 hereof.

"Business Dav" means any Day other than Saturday, Sunday or other Day on
which banks are authorized to be closed in the State of Maine or in the Province of Alberta.

"Buver's Facility® means the natural gas fired combined cycle electric
generation facility of approximately 150 Megawatts to be constructed by Buyer near International
Paper Company’s facility located near the City of Jay, State of Maine.

"Canadian Regulatory Authorities” means each governmental agency or other

authority in Canada, which has jurisdiction over the subject matter of this Agreement including,
without limitation, the Alberta Energy and Utilities Board, the Alberta Lieutenant Governor in
Council, the National Energy Board and the Governor in Council for Canada.

"Corporate Supply Pool" means the quantity of natural gas reserves owned by
those producers who are contractually committed to sell Gas to Seller for resale to Buyer under

this Agreement.
"Cover Gas” shall have the meaning set forth in Sub-section 3.1(b).
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fifteen (15) degrees Celsius and at a pressure of 101.325 kilopascals absolute occupies one cubic

Or “cubic meter” means that quantity of gas which at a temperarure of
meter.

"Day" means a period of twenry-four consecutive hours, beginning and ending
at 8:00 a.m. Mountain Standard Time or at such other hour as Seller and Buyer shall agree upon
in writing.

"Deliverv Month" shall have the meaning set forth in Article IX hereof.
"Event of Default” shall have the meaning set forth in Section 19.1.

"Event of Force Majeure” means any: act of God,; strike, lockout, or other
industrial disturbance; act of the public enemy, war, blockade, insurrection, riot, arrest and
restraint of government or people, civil disturbance; epidemic; landslide; lightning; earthquake;
fire; storm; flood; washour; explosion; breakage or accident to machinery or line of pipe;
freezing of wells or delivery facilities; unforeseeable inability to obtain materials (other than
Gas), equipment, supplies, or labour; any act or omission of any natural gas transportation
pipeline used by Seller or Buyer that is excused under a relevant agreement by any eventsor
occurrence of the character herein defined as an Event of Force Majeure; the curtailment or
interruption of firm transportation service which affects Buyer's receipt of or ability to transport
Gas downstream of the Point of Delivery or Seller’s delivery of Gas at the Point of Delivery,
whether or not it is claimed as an Event of Force Majeure by the natural gas pipeline, and which
is not artributable to a breach by Buyer or Seller, respectively, of its obligauons to the
interrupting/curtailing pipeline; a binding order, directive or restraint issued or imposed by any
governmental authority, regulatory body or court having jurisdiction over Seller or Buyer; an
inability to obtain or maintain, or 2 revocation or adverse amendment of, any license, permit,
approval or authorization of any governmental authority or regulatory body having jurisdiction;
or any other cause, whether of the kind herein enumerated or otherwise, not within the
reasonable control and without the fault or negligence of the Party claiming the Event of Force
Majeure. It is expressly agreed that none of the following shall constitute an Event of Force
Majeure hereunder: Buyer's inability economically to use or resell Gas purchased under this
Agreement; Buyer’s loss of steam markets for reasons other than any event enurnerated above
as an Event of Force Majeure; Buyer’s loss of electric markets for reasons other than any event
enumerated above as an Event of Force Majeure; failure of any power purchaser to accept and
pay for electrical power under Buyer's power purchase contract(s) for reasons other than any
event enumerated above as an Event of Force Majeure; Seller’s economic hardship or inability
to obtain Gas supplies at a desirable or economic price; depletion of Seiler's reserves; lack of
financial resources or available funds or similar financial predicament which is due to the
inability to pay any amount which a financially sound entity would be expected to pay; economic
hardship of a supplier providing Gas to Seller; either Party’s operational or transportation
balancing requirements; or any transportation difficulty or impediment that does not directly
affect Buyer's receipt of or ability to transport Gas downstream of the Point of Delivery or
Seller's delivery of Gas at the Point of Delivery; or any transportation difficulty or impediment
atributable to having interruptible transportation service in place.




"E.E.R.C." means the Federal Energy Regulatory Commission, or its SUccessor,
of the United States.

"Financing Documents” means any and all loan agreements, notes, indentures,
security agreements, subordination agreements, mortgages, parmership agreements, subscription
agreements, participation agreements and other documents relating to the construction, interim
and long-term financing (both debt and any third-party equity) of Buyer’s Facility and any
refinancing thereof (including a leveraged lease pursuant to which Buyer is the lessee of Buyer's
Facility) provided by the Financing Parties, including any and all modifications, extensions,
renewals and replacements of any such financing or refinancing. '

"Financing Parties” means (i) any and all lenders providing the construction,
interim or long-term financing or refinancing of Buyer’s Facility (including a leveraged lease),
and any trustee or agent acting on their behalf, and (ii) any and all equiry investors providing
any such financing or refinancing of Buyer's Facility, and any trustee or agent acting on their
behalf.

*Firm Basis" means the obligation of Seller to provide Buyer a Quantty of Gas
on 2 non-interruptible basis and Buyer’s obligation to purchase a2 Quantity of Gas on a noa-
interruptible basis.

"Gas" means natural gas of the quality specified in Article XTI hereof.
“GJ" means one gigajoule and is equal to one billion (1,000,000,000) Joules.

"Gas Inventorv Charge” or "GIC" means a payment of $0.40 (Canadian dollars}

per GJ.

“Heating_Value of Gas® means when applied to a cubic meter of Gas, the
number of Joules expressed in MJ per m’, produced by the complete combustion at constant
pressure of one (1) cubic meter of Gas with air, with the Gas free of water vapor and the
temperature of the Gas, air and products of combustion to be at a standard temperature and all
water formed by combustion reaction to be condensed to the liquid state determined in
accordance with NOVA's tariff at the Point of Delivery.

"Initial Delivery Date" means the Day certified in writing to Seller by Buyer

o be the Day on which Buyer shall first take delivery of the Gas Seller shall deliver at the Point

of Delivery.

"Interest Rate” means (i) the publicly announced prime interest rate per annum
for Canadian Dollar commercial loans made in Canada by the Royal Bank of Canada, or its
successor bank, in effect for the first Business Day of the Month for which interest is being
calculated plus (ii) two (2) percent per annum, but in o event greater than the maximum interest
rate allowed by law.

“Joule" means the work done when the point of application of a force of one
(1) newton is displaced a distance of one (1) meter in the direction of the force.

4.




"Maximum Daily Quantity” or “MDQ " means a Quantity of Gas equal to 7,000
GJ per Day at the Point of Delivery.

"Minimum Annual Quantity” or "MAQ" means eighty-five percent (85%) of
the Quantity of Gas resulting from multiplying the MDQ by 365 Days (366 Days in an
Agreement Year that includes February 29) and reducing the product obtained by the Volume
Deficiency, if any, for the same period.

inimu arte antity" means eighty percent (80%) of the Quantity of
Gas resuiting from multiplying the MDQ by the number of Days in each quarter of an
Agreement Year (i.c., the three month periods ending Jaguary 31, April 30, July 31, and
October 31 in each Agreement Year) and reducing the product obtained by the Volume
Deficiency, if any, for each such quarter.

"MJ" means one megajoule and is equal to one million (1,000,000) Joules.

"Month" means the period beginning at 8:00 2.m. Mountain Standard Time on
the first Day of a given calendar moanth and ending 8:00 a.m. Mountain Standard Time on the
first Day of the next succeeding calendar month. *

“Natural Gas Reserves™ means reserves of unprocessed raw gas.

"NEB" means the National Energy Board of Canada, or its successor.
"NOVA" means NOVA Gas Transmission Ltd., its successors and assigns.
"NOVA Delivery Point Firm Service® means firm gas transportation service

under NOVA'’s Rate Schedule FS, or its successor rate schedule, from the Point of Delivery 10
the interconnection of the NOVA Facilities with TransCanada's facilities at Empress, Alberta.

"NOVA Delivery Point Service Agreement” means an agreement between
NOVA and Buyer respecting NOVA Delivery Point Firm Service to be provided pursuant to
NOVA Rate Schedule FS, or its successor rate schedule.

“NOVA Facilities” means NOVA'’s pipelines and other NOVA facilities or any
part or parts thereof for the gathering, treating, transporting, storing, distribution, exchange,
handling or delivery of any Gas.

"NOVA Fuel Gas" means the Gas, if any, used as compressor fuel at the
NOVA facilities for deliveries from the Receipt Point(s) to the Point of Delivery. '

"NOVA Inventory Transfer” or "NTT" means the location of the point on the
NOVA Facilities designated by NOVA, on the date of this Agreement as NOVA Inventory
Transfer.




"NOVA Receipt_Point Firm Service” means firm gas transportation service
under NOVA'’s Rate Schedule FS, or its successor rate schedule, from each Receipt Point to the
Point of Delivery.

"NOVA Receipt Point Service Agreement” means an agreement between NOVA
and Seller respecting NOVA Receipt Point Firm Service to be provided pursuant to NOVA Rate
Schedule FS, or its successor rate schedule.

"Party” or "Parties” means a signatory or the signatories to this Agreement, and
its or their successor and permitted assigns, as the case may be.

"Point of Deljvery” shall have the meaning set forth in Article X.

"Portland” means Portland Natural Gas Transmission System Limited (a Maine
general partnership), its successors and assigus.

"Portland Firm_Service Agreement”™ means an agreement for fum gas
transportation service berween Portland and Buyer under Portland’s Rate Schedule FT, or its
successor rate schedule, from the point of interconnection between TransCanada’s facilities and
Portand's facilities at or near Sabrevois, Quebec, to Buyer's Facility.

"Quantitv of Gas" means an amount of Gas expressed in GJs determined by the
product of the applicable Volume of Gas and the applicable Heating Value of Gas.

"Quarterlv Purchase Deficiency” shall have the meaning set forth in Sub-section
3.3(b).

"Receipt Point" means any inlet valve of the NOVA Facilities at which Seller
is able and authorized to deliver Gas into the NOVA Facilities.

“Scheduled Deliverv Quantitv" for any period means the Quantity of Gas that
Buyer requests Seller to deliver during such period in accordance with Sub-section 4.1(D), but
in no event shall the Scheduled Delivery Quantity for any Day exceed the MDQ.

"10°m’? means thousand cubic meters.
"Term" shall have the meaning set forth in Section 6.1.

“TransCanada” means TransCanada PipeLines Limited, a Canadian corporauon,
its successors and assigns.

"TransCanada Firm Service Agreement” means an agreement for firm gas
transportation service berween TransCanada and Buyer under TransCanada’s FS Toil Rate, or
its successor rate, from the point of interconnection between the NOVA Facilides and
TransCanada's facilities near Empress,. ‘Alberta, to the point of interconnection berween
TransCanada’s facilities and Portland's facilities at or near Sabrevois, Quebec. -
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"U.S. Regulatorv Authorities” means each governmental agency or other

authority in the United States of America which has jurisdiction over the subject matter of this
Agreement including without limitation, F.E.R.C.

"Volume Deficiency” shall have the meaning set forth in Sub-section 3.1(b).

"Volume of Gas™ means an amount of Gas expressed in 1°m’.

ARTICLE O
CONDITIONS PRECEDENT

Section 2.1 Conditions Precedent

(a) Except as provided in Section 2.3, Seller shail have no obligation to sell,
deliver or cause to be delivered to Buyer, and Buyer shall have no obligation to pay for,
purchase, receive or cause to be received from Seiler, at the Point of Delivery, the Quantity of
Gas specified in this Agreement, unless and until all of the following conditions precedent have
been satisfied.

(i) On or before November 1, 1997, Seller shall have applied for or
shal] have caused its producers to have applied for and, on or before the date that NOVA
prescribes for execution of the necessary NOVA Receipt Point Service Agreement, Seller shall
have entered into all necessary firm natural gas transportation agreements, including but not
limited to the NOVA Receipt Point Service Agreement(s), or where applicable transportation
precedent agreements, to provide Seller transportation service, up to at least the MDQ for every
Day during the Term of this Agreement, from the Receipt Points to the Point of Delivery for
the delivery of the Quantity of Gas to be sold, delivered or caused to be delivered by Seller to
or for the account of Buyer at the Point of Delivery, for deliveries to commence on November
1, 1998; provided, however, that if Buyer is unable to obtain transportation from TransCanada
and Portland commencing on November 1, 1998, the execution of the contracts with NOVA
providing for commencement of deliveries effective as and from the date such service by
TransCanada and Portland commences, but no later than November 1, 1999, shall satisfy this
condition precedent; and

(i)  On or before November 1, 1997, Buyer shall have applied for and,
on or before the date that NOVA prescribes for execution of the necessary NOVA Delivery
Point Service Agreement, Buyer shall have entered into all necessary firm natural gas

transportation agreements, including but not limited to the NOVA Delivery Point Service

Agreement, or where applicable transportation precedent agreements, to provide Buyer
transportation service, for every Day during the Term of this Agreement, from the Point of
Delivery to the receipt point on TransCanada's facilities at Empress, Alberta, sufficient to
receive from Seller and transport to TransCanada’s facilities the Quantity of Gas to be sold,
delivered or caused to be delivered by Seller to or for the account of Buyer at the Point of
Delivery, for deliveries to commence on November 1, 1998; provided, however, that if Buyer
is unable to obtain transportation from TransCanada and Portland commencing on November 1,
1998, the execution of the conmaci(s) with NOVA providing for commencement of such
deliveries no later than November 1, 1999, shall satisfy this condition precedent; and
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(iil) On or before November 1, 1997, Buyer shall have applied for and,
on or before the date that TransCanada prescribes for execution of the necessary TransCanada
Firm Service Agreement, Buyer shall have entered into all necessary firm natural gas
transportation agreements, including but not limited to the TransCanada Firm Service
Agreement, or where applicable transportation precedent agreements, to provide Buyer
transportation service, for every Day during the Term of this Agreement, from the receipt point
on TransCanada's facilities at Empress, Alberta, to the receipt point on Portland's faciliges,
sufficient for the transportation of the Quantity of Gas to be sold, delivered or caused to be
delivered by Seller to or for the account of Buyer at the Point of Delivery, for deliveries to
commence on November 1, 1998; provided, however, that the execution of the contract(s) with
TransCanada providing for commencement of such deliveries no later than November 1, 1999,
shall satisfy this condition precedent; and

(iv)  On or before November 1, 1997, Buyer shall have applied for and,
on or before the date that Portland prescribes for execution of the necessary Portland Service
Agreement, Buyer shall have entered into all necessary firm natural gas transportation
agreements, including but not limited to the Portland Service Agreement, or where applicable
transportation precedent agreements, to provide Buyer transportation service, for every Day
during the Term of this Agreement, from the receipt point on Portland’s facilities to Buyess
Facility, sufficient for the delivery of the Quantity of Gas to be sold, delivered or caused to be
delivered by Seller to or for the account of Buyer at the Point of Delivery, for deliveries to
commernce on November 1, 1998; provided, however, that the execution of the contract(s) with
Portland providing for commencement of such deliveries no later than November 1, 1999, shall
satisfy this condition precedent; and

(v)  On or before November 1, 1997, Seller shall have applied for and
shall have obtained not later than November 1, 1998, all necessary, final and non-appealable
regulatory and governmental authorization or assurances, in form and substance acceptable to
Seller, including, but not limited to, provincial natural gas removal permits, sufficient to satisfy
Seller’'s obligations as set forth in Article I hereof; and

(vi)  On or before November 1, 1997, Buyer shall have applied for and
obtained not later than November 1, 1998, all necessary, final and non-appealable regulatory and
governmental authorizations or assurances, in form and substance acceptable to Buyer, including
but not limited to an export license for the removal of gas from Canada and an import license
from the U.S. Department of Energy for the import of gas from Canada into the United States,
sufficient to satisfy Buyer's obligations as set forth in Article I hereof; and

(vii) On or before the Initial Delivery Date, NOVA, TransCanada,
Portland and other transporters, if any, referred to in Sub-section 2.1(a)(i). (ii), (iii) and (iv)
hereof, shall have obtained all necessary, final and non-appealable regulatory and governmental
authorizations or assurancss, and shall have constructed and put into service all necessary
facilities, to enable Seller to deliver to the Point of Delivery and Buyer to take delivery at the
Point of Delivery and transport to the Buyer's Facility, the Quantity of Gas, up to the MDQ,
0 be sold, delivered or caused to be delivered by Seller to or for the account of Buyer
hereunder; and -




(viii) On or before November 1, 1999 the Initial Delivery Date shall have
occurred pursuant to this Agreement; and

(ix) On or before November 1, 1997, Buyer shall have applied for and
obtained not later than November 1, 1998, all necessary, final and non-appealable regulatory
authorizations and all site and environmental permits, in form and substance acceptable to Buyer,
sufficient for Buyer to construct and operate Buyer’s Facility; and

(x) On or before November 1, 1997, Buyer shall have secured financing,
in form and substance acceptable to Buyer, adequate and sufficient for the construction and
completion of Buyer’s Facility; and

(xi) On or before November 1, 1998, Buyer shall have drawn down on
such financing for at least $500,000; and

(xii) On or before November 1, 1997, the Financing Parties, providing the
constuction financing for Buyer's Facility, shall have been satisfied, in their sole discretion,
with the creditworthiness of Seller in general and as required to perform the Seller’s obligations
under this Agreement for the Term of this Agreement. -

Section 2.2 Notification

(a) Seller shall notify Buyer, in writing, upon the satisfaction by Seller of
Seiler’s conditions precedent in Sub-section 2.1(a), paragraphs (i), (v), and (vii) hereof.

(b) Buyer shall notify Seller, in writing, upon the satisfaction by Buyer of
Buyer's conditions precedent in Sub-section 2.1(a), paragraphs (i}, (iii), (iv), (v1), (vii), (viii),
(ix), (x), (x1) and (xii) hereof.

(c) Each Party shall keep the other Party regularly informed as to its progress
in satisfying the conditions precedent in Section 2.1.

(d) Buyer may request that Seller extend the date for satisfying, or waive, any
of the conditions precedent set forth in Sub-section 2.1(a), paragraphs (ii), (iii), (iv). (vi), (vi1),
(viii), (ix), (x), (xi) and (xii).

(¢) Seller may request that Buyer extend the date for satisfying, or waive, any
of the conditions precedent set forth in Sub-section 2.1(a), paragraphs (i), (v}, and (vii).

(f) Seller, in its sole discretion, may refuse to grant Buyer’'s request or
requests for extension or waiver pursuant to Sub-section 2.1(d).

(g) Buyer, in its sole discretion, may refuse to grant Seller’s request or
requests for extension or waiver pursuant to Sub-section 2.1(e).




Section 2.3 Sausfaction of Condijtions Pracedent

Upon satisfaction or waiver of all the conditions precedent in Section 2.1 hereof,
Seller’s obligation to sell, deliver or cause to be delivered and Buyer's obligation to pay for,
purchase, receive, or cause to be received, the Quantity of Gas specified in this Agreement in
accordance with Section 3.1 hereof shall become effective. Seller and Buyer shall cooperate
reasonably with each other in satisfying any condition precedent in Section 2.1 bereof. Each
Party shall be responsible for bearing its own costs of cooperating with the other Party to satisfy
any of the conditions precedent set forth in Section 2.1.

If any of the conditions precedent included in Section 2.1 hereof have not been
satisfied or waived by the date specified in Section 2.1, then either Party may thereafter
terminate this Agreement by giving thirty (30) Days written notice to the other Party of its
intention to terminate, and this Agreement shall terminate and shall thereafter be of no further
force and effect,

Section 2.4 Review of Permits

(a) Upon receipt by either Party of any certificate, permit, license or
authorization described in Section 2.1 above, such Party (the "Transmitting Party”) shall within
twenty (20) Days transmit to the other Party (the "Receiving Party™) a copy of such certificate,
permit, license or authorization along with the Transmitting Party’s acceptance or rejection of
same. :

(b) Inthe event any such certificate, permit, license or authorization is rejected
by a Transmitting Party hereunder, the Parties agree that they shall negotiate in good faith as
to what actions, if any, should be undertaken. The Transmitting Party may not reject a
certificate, permnit, license or authorization unless:

(1 such rejection is accompanied by a written statement setting forth
the reasons for rejecting the authorization; and

(i) - the reasons set forth in said statement are demonstrated to be based
on a material adverse impact to such Transmitting Party.

(¢) In the event the objection of any Transmitting Party hereunder is not

satisfied to that Party’s reasonable satisfaction within thirty (30) Days, such Party may terminate

this Agreement by giving ninety (90) Days' written notice to the other Party of its intention t0
terminate. No such termination shall occur if within such ninety-(90) Day period the Party
receiving such notice agrees to amend this Agreement as reasonably required to eliminate the
material adverse effect on the objecting Party or to provide indemnity to such Party against such
material adverse effect in form and substance reasonably acceptable to such Party.
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Section 2.3 Requlatorv
(ay If:

(1) NOVA changes the delivery pressure, quality or measurement
provisions of its tanffs in a manner that bas a material adverse impact on either Party or on any
producer who is contracrually committed to sell Gas to Seller for resale to Buyer under this
Agreemen(; O

(i1) A government or regulatory body having jurisdiction changes the
royalty or tax regime in a manner that has a material and adverse impact on either Party or on
any producer who is contractually committed to sell Gas to Seller for resale to Buyer under this
Agreement;

such Party (the “Transmitting Party”) shall within tweaty (20) Days transmit 0 the other Party
(the "Receiving Party") a copy of the wariff or documents setting forth such change along with
the Transmitting Party’s acceptance or rejection of same, and the Receiving Party shall, within
twenty (20) Days after receipt thereof, give notice to the Transmitting Party of its acceptance
or rejection of such change. The Receiving Party shall be deemed to have accepted any such
change and the terms or conditions thereof which it does not reject within such twenty (20) Day
period. )

(b) In the event that any change described in this Section 2.5 is rejected by
either Party hereunder, the Parties agree that they shall negotate in good faith as to what
actions, if any, should be undertaken. No Party may reject such change unless: :

(1) such rejection is accompanied by a written statement setting forth
the reasons for rejecting the change; and

(i1) the reasons set forth in said statement are demonstrated to be based
on a material adverse impact to such Party or to any producer who is contractually commined
to sell Gas to Seller for resale to Buyer under this Agreement.

(c) If the Parties cannot agree as to what actions should be undertaken, then
either Party may refer the matter to arbitration in accordance with Article XX.

ARTICLE III
A EMENT

Section 3.1 Purchase and Sale

(a) Subject to all of the terms, conditions, and limitations set forth in this
Agreement, commencing on the Initial Delivery Date Seller shall sell, deliver or cause to be
delivered to Buyer on a Firm Basis, and Buyer shall purchase, receive or cause to be received
at the Point of Delivery on a Firm Basis and pay for, a Quantity of Gas equal to the Scheduled
Delivery Quantity. T




(b) Inthe'event Seller is unable, except due to an Event of Force Majeure, 1o
deliver all or a portion of the Scheduled Delivery Quantity on any Day in accordance with the
terms and conditions of this Agreement, then a "Volume Deficiency” for such Day equal to the
difference between the Scheduled Delivery Quantity and the Quantity of Gas delivered by Seller
shall exist. If a Volume Deficiency occurs, Buyer shall bave the right to purchase the Volume
Deficiency from other fuel suppliers. Should Buyer purchase fuel from a third party to replace
any Volume Deficiency ("Cover Gas"), Buyer will first endeavor to acquire the Cover Gas at
the lowest price reasonably available at the Point of Delivery, it being understood however, that
Buyer’s primary consideration in purchasing Cover Gas will be to obtain delivery of same at
Buyer’s Facility when needed. Upon receipt of Buyer’s detailed invoice for its cost of Cover
Gas, Seller shall, within ten (10) Days of receipt of such invoice, reimburse all of Buyer's
reasonable incremental costs except consequential damages, incurred in obtaining such Cover
Gas. Buyer's invoice shall be based on the amount, if any, by which Paragraph (i) below
exceeds Paragraph (i) below:

(1) The amount that Buyer paid for the Cover Gas per GJ plus any
incremental demand charges of any kind resulting from such
Volume Deficiency; and

(ii)  The applicable price per GJ computed pursuant to Section 871;
such difference then being multiplied by the Quantity of Gas
comprising the Cover Gas.

Buyer's remedy of Cover Gas for Seller’s failure to deliver the Volume Deficiency shall be as
set forth in this Sub-section 3.1(b) and shall be Buyer's sole remedy in contract and in tort for
Seller’s breach of its obligation to deliver the Scheduled Delivery Quantity. If Seller’s failure
constitutes an Event of Default under Article XIX hereof, Buyer also has the right to terminate
the Agreement as provided in Article XIX. The provision of Section 22.9 shall apply to any
failure to deliver by Seller whether or not such failure is an Event of Default. '

Section 3.2 Deliverjes Prior to [nitial Delivery Date

Notwithstanding any other provision of this Agreement, if Buyer wishes to
purchase and Seller wishes to sell a Quantity of Gas for initial synchronization, performance
testing and operadon of Buyer's Facility for a Quantity of Gas less than forty-five percent (45%)
of the MDQ ("Initial Synchronization Gas™) prior to the Initial Delivery Date on terms and at
a price per GJ to be agreed to by Seller and Buyer in writing, then Seller may sell, deliver or
cause to be delivered such Quantity of Gas to the Point of Delivery for Buyer's account. If
Buyer requires a Quantity of Gas on a Firm Basis for the purpose of conducting performance
testing of Buyer's Facility for a Quantity of Gas equal to or in excess of forty-five percent (45%)
of the MDQ ("Test Gas") prior to the Initial Delivery Date, then Seller shall have the right but
not the obligation to make Test Gas available to Buyer on 2 Firm Basis at the price of $1.775
per GJ at any time prior to November 1, 1999, plus costs incurred by Seller to transport such
Gas 10 the Point of Delivery.




Section 3.3 Minimum Quarteriv Quantitv: Minimum Annual Quanticv: Pavment

(a) Buyer shall purchase from Seller in cach Agreement Year an aggregate
Quantity of Gas at least equal to the Minimum Annual Quantity; provided further that Buyer
shall ngominate and take during the three month period ending January 31, April 30, July 31, and
October 31 in each Agreement Year an aggregate Quantity of Gas at least equal to the Minimum
Quarterly Quantity; provided, further, that Buyer’s minimum purchase obligations hercunder do
not entitle or obligate Buyer to take a Quantity of Gas on any Day in excess of the MDQ.

(o) If for any three month period ending January 31, April 30, July 31, and
October 31 in each Agreement Year, the Minimum Quarterly Quantity exceeds the total Quantity
of Gas taken and paid for by Buyer (the "Quarterly Purchase Deficiency”), then within thirty
(30) Days after Buyer's receipt of Seller’s notice, which Seller shall render within thirty (30)
Days after the end of each such quarter of an Agreement Year in which a Quarterly Purchase
Deficiency has occurred, Buyer shall pay to Seller a sum equal to the Quarterly Purchase
Deficiency multiplied by the GIC for such Agreement Year. If for any Agreement Year (i) the
total Quantity of Gas taken and paid for by Buyer under this Agreement (the "Actual Purchased
Quantity") is less than the Minimum Annual Quantity (the "Annual Purchase Deficiency™), and
(ii) the Annual Purchase Deficiency exceeds the sum of the Quarterly Purchase Deficiencies far
each quarter of that Agreement Year, then within thirty (30) Days after Buyer's receipt of
Seller’s notice, which Seller shall render within ninety (90) Days after the end of such
Agreement Year in which an Annual Purchase Deficiency has occurred, Buyer shall pay to Seller
a sum equal to (1) the amount by which the Annual Purchase Deficiency ¢xceeds the sum of the
Quarterly Purchase Deficiencies for each quarter of that Agreement Year muitiplied by (2) the
GIC for such Agreement Year.

(c) On any Day, in the event that Buyer nominates less than the MDQ, whether
as a result of an Event of Force Majeure or otherwise, Seller shall have the right to sell Gas to
third parties equal to the MDQ less the Quantity of Gas nominated by Buyer.

(d) If, after the Initial Delivery Date, Buyer requires additional quantities of Gas
in excess of those Buyer has under contract on the Initial Delivery Date and which Gas Buyer
requires for use in Buyer’s Facility for a known period of time that exceeds six (6) consecutive
months and which will not be required sooner than one hundred twenty (120) Days after the date
on which Buyer determines that it requires such additional quantities of Gas, then Buyer shall
advise Seller of the quantity required and the terms and conditions upon which Buyer is prepared

. to purchase such quantities of Gas. Seller shall have sixty (60) Days from receipt of Buyer's

notice to elect to supply a pro rata portion of such additional Gas, with such pro rata portion
determined as the total daily quantity of additional gas required by Buyer muitiplied by a factor
equal to the MDQ divided by 43,000 GJ; provided, however, that if other entities with simtilar
rights of first refusal do not elect 1o supply their proportionate share of such quantity, Buyer
shall so advise Seller and Seller shall have thirty (30) Days from the date that Buyer notifies
Seller that such other entities have not elected to supply their pro rata portion of this additional
quantity to elect to supply some or all of the unelected portion.
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ARTICLE IV
DELIVERIES

Section 4.1 anti

(a) Buyer shall give Seller written notice approximately six (6) months prior
to the anticipated Imtial Delivery Date.

() Buyer shall give Seller thirty (30) Days wrinten notice prior to the
occurrence of the Initial Delivery Date. Commencing with the Initial Delivery Date and
continuing throughout the Term of this Agreement, Buyer shall provide Seller with schedules
showing the Scheduled Delivery Quantity (up to the MDQ) which Buyer requests to be sold,
delivered or caused to be delivered by Seller to Buyer at the Point of Delivery, in accordance
with the following procedures;

(1) Buyer shall deliver to Seller a written nomination schedule
showing the Scheduled Delivery Quantity for each Day of the
upcoming Month not later than four (4) Business Days prior to the
date by which Buyer and Scller must make nominations to NOVA
and the other pipelines transporting the Gas that Seller delivers for
Buyer's account at the Point of Delivery during such Month under
this Agreement.

(i1) Buyer shall give Seller at least four (4) hours’ notice prior to a
proposed change in a daily Scheduled Delivery Quantity from that
set forth in the nomination provided for in Sub-section 4. 1(bX1)
and Seller shall accept notice. Notice of any such change shall be
provided in writing, or by telephone simultaneously reduced to
writing and delivered by telecopier, and shalt be provided to Seller
in accordance with Article XVII hereof.

(iii)  After the Initial Delivery Date, at least fifteen (15) Days prior to
the first Day of each February, May, August and November,
. Buyer shall fumnish Seiler a written schedule of the estimated
Scheduled Delivery Quantity for purchase and delivery during each
Month of the quarter of an Agreement Year beginning on that

date.

(c) Buyer shall purchase from Seller a2 minimum Monthly volume of Seller’s
Gas equal to the Quantirty of Gas calculated, on a daily basis, as the MDQ divided by 31,000
GJ multiplied times Buyer's actual total daily purchases of Gas, provided that such Quantity of
Gas, on a daily basis, shall not exceed the MDQ. Buyer agrees to make available from time-to-
time, on Seller’s request, such reasonable information as is required by Seller to reasonably
confirm Buyer's compliance with this provision regarding Buyer’s purchasing practices.

(d) Buycf shall comply with all reasonable requests by Seller for additional
information requested by Seller as necessary to sell, deliver or cause t0 be delivered the Quantity
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of Gas contermplated under this Agreement and to comply with the valid reporting or other
requirements of any administrative or regulatory agency having jurisdiction.

Section 4.2 Uniform Deliveries

The Quantity of Gas sold in accordance with this Agreement shall be delivered
or caused to be delivered to the Point of Delivery to Buyer or for Buyer's account and received
or caused to be received at the Point of Delivery by Buyer or for Buyer's account, as reasonably
practicable, at hourly rates of flow that are uniform over the course of a Day.

Section 4.3 Gas Imbalances

Seller and Buyer agree to cooperate with each other to have delivered and
received a Quantity of Gas at the Point of Delivery equal to the Scheduled Delivery Quantity;
provided, however, to the extent that either Party causes deliveries or receipts of a Quantity of
Gas at the Point of Delivery to not equal the Scheduled Delivery Quantity for reasons other than
an Event of Force Majeure, the responsible Party shall indemnify the other Party, in an amount
equal to the costs, charges, and penalties, if any, that the other Party has incurred with a gas
transporter as a resuit of a gas imbalance. .

ARTICLE V¥
SELLER’S SUPPLY WARRANTY

Section 5.1 Warrantv and Covenant of Adequate Supply and Reserves

(a) Seller covenants to reserve for the performance of its obligations under this
Agreement a portion of its Corporate Supply Pool as recognized by the AEUB for the amount
of reserves that is required to meet the MDQ for the lesser of seven (7) Agreement Years (or
such longer period as required by the Canadian Regulatory Authorities) or the balance of the
Term. Seller covenants and agrees that it will, thereafter as necessary from time to time, but
no later than is required by the AEUB, dedicate sufficient proved and probable Natural Gas
Reserves from pools or fields in the Province of Alberta as shall be required by Canadian
Regulatory Authorities to maintain all required authorizations, at the MDQ, for the full
remaining Term of this Agreement. Seller also covenants to provide evidence to the AEUB and
NEB of otherwise uncommitted reserves that are sufficient to meet the requirements of the
AEUB and the NEB to maintain the long-term export license from the NEB and the long-term
removal permit from the AEUB.

(b) Seller shall provide to the Buyer a recent AEUB print-out of the AEUB
Reserves Under Control Locations Listing of the Seller’s Corporate Supply Pool forthwith upon
execution of this Agreement. Seller shall provide to the Buyer updates of such information as
to Seller’s Natural Gas Reserves within 30 Days of the receipt of a Notice from the Buyer
requesting such information, not to be requested more than once in any Agreement Year.
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(¢} Seller warrants to the Buyer that the Seller wil] deliver to the Buyer,
subject to and in accordance with the provisions of this Agreement, sufficient quantities of Gas
to satisfy its obligations under this Agreement and, subject to Force Majeure, will do all things
pecessary to assure such performance.

ARTICLE VI
TERM OF AGREEMENT

Section 6.1 Term
Subject to the other provisions of this Agreement, this Agreement shall become
effective as of the date first above written, and shall continue in full force and effect for a term

of (the "Term") ten (10) Agreement Years from and after the Initial Delivery Date. The Term
will not be extended as a result of any Event of Force Majeure.

ARTICLE VI -
TRANSPORTATION

Section 7.1 NOVA Transportation

The Parties acknowledge that the Gas t0 be sold by Seller to Buyer under this
Agreement is to be transported from each Receipt Point through the NOVA Facilities 1o the
Point of Delivery.

Section 7.2 NOVA Receipt Point Firm Service

Seller shall, or shall cause its producers to, maintain a NOVA Receipt Point
Service Agreement or NOVA Receipt Point Service Agreements with NOVA for NOVA Receipt
Point Firm Service effective as and from November 1, 1998 (provided, however, that if Buyer
is unable to obtain transportation from TransCanada and Portland commencing on November 1,
1998, then such NOVA contraci(s) shall be effective as and from the date such service by
TransCanada and Portland commences, but no later than November 1, 1999), for the Term of
this Agreement, for a daily Quantity of Gas equal to at least the MDQ plus NOVA Fuel Gas
required to transport the MDQ on the NOVA Facilities, from such Receipt Points as Seller may
determine as necessary or desirable from time to time during the Term of this Agreement to the
Point of Delivery.

Section 7.3 NOVA Delivery Point Firm Service

Buyer shall maintain a NOVA Delivery Point Service Agreement with NOVA
for NOVA Delivery Point Firm Service effective as and from November 1, 1998 (provided,
however, that if Buyer is unable to obtain transportation from TransCanada and Pordand
commencing on November 1, 1998, then such NOVA contract(s) shall be effective as and from
the date such service by TransCanada and Portland commences, but no later than November 1,
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1699), for the Term of this Agreement, for a daily Quantity of Gas equal to at least the MDQ,
from the Point of Delivery to the interconnection of the NOVA Facilities with TransCanada’s
facilities at Empress, Alberta. Buyer shail have the option at any time during the Term of this
Agreement to appoint Seller to act as Buyer's exclusive agent, under an agency agreement
recognized by NOVA, for that portion of Buyer's NOVA Delivery Point Firm Service equal to
the MDQ under thus Agreement and, thereafter, Seller shall be (i) responsible for the
administration, nomination, and daily balancing of the firm transportation under Buyer's NOVA
Delivery Point Service Agreement of the Quantity of Gas purchased by Buyer under this
Agreement; and (ii) entitled on any Day to utilize any portion of that capacity under Buyer’s
NOVA Delivery Point Service Agreement, for which Seller has been designated as Buyer's agent
hereunder and which is not utilized on such Day to transport gas sold to Buyer hereunder;
provided, however, that upon termination of this Agreement or upon sixty {(60) days prior notice
by either Party, Seller's agency rights and obligations to Buyer with regard to Buyer's NOVA
Delivery Point Service Agreement under this Section 7.3 shall terminate either simultaneously
with the termination of this Agreement or with the end of such sixty (60) day notice period, as
applicable. Accordingly, if Buyer exercises such option, then, for each Delivery Month after
commencement of such agency relationship, Buyer shall issue an invoice to Seller for an amount
equal to the 100% load factor equivalent of the total costs charged by NOVA under such NOVA
Delivery Point Service Agreement, expressed on a per GJ basis, for such Delivery Month
multiplied by the total quantity of gas, if any, transported to, or for the account of, Seller or any
third party using part or all of the unutilized transportation capacity made available to Seller
under that portion of Buyer's NOVA Delivery Point Service Agreement for which Seller is
appointed as Buyer’s agent pursuant to this Section 7.3. Buyer and Seller also agree to enter
into a separate "stripping rights agreement” on or before November 1, 1997, whereby Seller
shall have the right to strip certain liquid and liquefiable hydrocarbons from the Gas sold and
delivered to Buyer under this Agreement with such stripping 0 occur at or prior to the delivery
of such Gas into TransCanada's facilities at Empress, Canada; provided, however, that such
separate agreement shall require Seller to purchase and deliver to Buyer an additional quantity
of Gas necessary to replace the GI's of hydrocarbons stripped from such Gas, so that the GJ's
of Gas which are ultimately delivered to Buyer, or for Buyer's account, (after such stripping)
into TransCanada's facilities at Empress, Canada, shall equal the GJ's in the Quantity of Gas
originally delivered to Buyer at the Delivery Point.

Section 7.4 Downstrea rtati

Buyer shall maintain the NOVA Delivery Point Service Agreement, the
TransCanada Service Agreement, the Portland Service Agreement and all other necessary firm
transportation downstream of the Point of Delivery, effective as and from November 1, 1998
(provided, however, that if Buyer is unable to obtain transportation from TransCanada and
Portland commencing on November 1, 1998, then such contract(s) shall be effective as and from
the date such service by TransCanada and Portland commences, but no later than November 1,
1999), for the Term of this Agreement, provided such service is sufficient for the transportation
of the Quantity of Gas to be sold, delivered or caused to be delivered by Seller to or for the
account of Buyer at the Point of Delivery, less any fuel consumed by any applicable upstream
transporter(s).
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ARTICLE v
PRICE

Section 8.1 Price

Commencing upon the Initial Delivery Date and thereafter during the Term of
the Agreement, Buyer shall pay to Seller for each GJ of Gas delivered to the Point of Delivery
(all prices in this Agreement are expressed in Canadian dollars), with each price per GJ
applicable to all Gas delivered during the twelve Months beginning with the date specified for
each such price:

November 1, 1998 $1.775
November 1, 1999 3$1.819
November 1, 2000 $1.865
November 1, 2001 $1.911
November 1, 2002 $1.959
November 1, 2003 $2.008
November 1, 2004 $2.058
November 1, 2005 $2.110 -
November 1, 2006 $2.163
November 1, 2007 $2.217

If the Initial Delivery Date occurs after November 1, 1998, then the above price

schedule is extended by onme year with a price of $2.272 per GJ applicable for deliveries

beginning on November 1, 2008.

Section 8.2 Buver’'s Letter of Credit

(a) The prices specified in Section 8.1 are equivalent, on a net present vajue
basis at a discount rate of ten percent (10%), to a fixed price of $1.95 per GJ fixed for ten
years. In the event of an early termination of this Agreement by Buyer or a termination of this
Agreement by Seller due to an Event of Default under this Agreement by Buyer, depending on
the date of such termination or default, Seller might not receive the fixed price of $1.95 per GJ

_ for all of the Gas delivered to Buyer prior to such termination or default.

(b) Thirty Days after the first quarter (three Months) of the first Agreement
Year, Buyer shall provide to Seller a letter of credit, payable to Seiler, equal to the amount by
which $1.95 exceeds the price paid for Gas delivered and sold to Buyer during that first quarter

" according to Section 8.1 multiplied by the Quantity of Gas actually delivered and sold to Buyer

during such quarter. Thereafter, thirty days after the last Day in each quarter of an Agreement
Year in which $1.95 per GJ exceeds the price applicable thereto under Section 8.1, Buyer shall
provide a new letter of credit 10 Seller which increases the amount of the preceding letter of
credit by the amount by which $1.95 exceeds the price paid for Gas delivered and sold to Buyer

. during such quarter according to Section 8.1 multiplied by the Quantity of Gas actually delivered

and sold to Buyer during such quarter. Upon receipt of each new increased letter of credit,
Seller shall return the preceding letter of credit to Buyer. By this method, the lerter of credit
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provided by Buyer to $cller hereunder shall increase each quarter until the first quarier of an
Agreement Year in which the price applicable thereto under Section 8.1 exceeds $1.95 per GI.

(c) Beginning thirty Days after the last Day of the first quarter of an
Agreement Year in which the price paid for Gas delivered and sold to Buyer during such quarter
according to Section 8.1 exceeds $1.95 per GJ, Buyer shall provide a new lerter of credit to
Seiler which reduces the amount of the preceding letter of credit by the amount by which the
price paid for Gas delivered and sold to Buyer during such quarter according to Section 8.1
exceeds $1.95 per GJ, multiplied by the Quantity of Gas actually delivered and sold to Buyer
during such quarter. Upon receipt of each new reduced lemer of credit, the preceding letter of
credit shall be returned by Seller to Buyer.

(d) Upon the termination of this Agreement, Seller may draw on the lener of
credit then held by Seller pursuant to this Section 8.2 for the total amount of such letter of
credit; provided, however, that the amount of such letter of credit which Seller may draw shall
be reduced by the product of: (i) the Quantity of Gas, if any, delivered to and paid for by Buyer,
during any Delivery Month(s) in which the price payable for such Gas exceeds $1.95 per GJ and
(ii) the difference between S1.95 and the price payable during such Delivery Month(s), provided
that such Delivery Month(s) occurred after the last redetermination of the amount of the letter
of credit under this Section 8.2. Each letter of credit shail be irrevocable, payable to Seller
upon demand, and have a term equal to 120 Days from its issuance; provided, however, that in
the event that any letter of credit provided under this Section 8.2 and beld by Seller is not
replaced at least ten (10) Days prior to the expiration date of such letter of credit, then Seller
may draw on such letter of credit and shall place such funds into an escrow account, held in the
name of Seller by a bank reasonably acceptable to both Buyer and Seller, to utilize in the place
of the replacement letter of credit until the replacement letter of credit is provided by Buyer, at
which time the amount in the escrow account shall be refunded to Buyer; provided, further, that
no later than sixty (60) Days prior to the Initial Delivery Date Seller and Buyer shall establish
an escrow account on terms mutually acceptable to both Buyer and Seller, including the creation
of a first priority, perfected lien on such account in favor of Seller, and the costs of establishing
and administering such escrow account shail be paid by Buyer. The letter of credit shall be
drawn on a bank satisfactory to the Seller. Seller’s right to draw on the letter of credit is in
addition to any other remedies Seller may have available under Article XIX. The letter of credit
required is to be provided by Buyer pursuant to this Section 8.2 shall be a separate letter of
credit from that required to be provided by Buyer pursuant to Section 9.4.

Section 8.3 Market Risk Assessment
Each party represents and warrants that:

(a) The prices for Gas contained in Section 8.1 are acceptable to Seller and
Buyer given the murual consideration provided in this Agreement and the market outlook for Gas
prices generally over the Term; and

(b) Each Party accepts the risk described in the representation and warranty
in Sub-section 8.3(a) above subject to the terms of this Agreement and any applicable order of
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a regulatory authority having jurisdiction and each Party shall continue to perform its obligations
to the other on every Day during the Term norwithstanding that the prices for Gas contained in
Section 8.1 may be below or above the market price of Gas at anytime or from time to time
(including, without limitation, any extended period of time during the Term).

Section 8.4 Taxes

(a) The price of Gas sold under this Agreement excludes all provincial and
federal sales taxes, goods and services taxes and other similar taxes. Any provincial or federal
sales tax, goods and services tax or other similar tax imposed by any lawful authority which by
its terms is payable by Buyer, but is to be collected and remitted by Seller shall be added to the
amount invoiced by Seller, and shall be paid by Buyer to Seller in the same manner as the
amount for Gas invoiced by Seller.

(b) Seller shall pay or cause to be paid and shall be solely responsible for all
royalties and payments out of production, together with all applicable federal, provincial,
municipal and local taxes, levies or surcharges imposed by authorities that are applicable on Gas
delivered hereunder before title to such Gas passes to Buyer at the Point of Delivery. Buyer
shall be solely responsible for all royalties, payments, taxes, levies or surcharges that become
applicable to Gas after delivery hereunder and passage of title to such Gas from Seller to Buyer
at the Point of Delivery.

ARTICLE IX
BILLINGS AND PAYMENTS

Section 9.1 Billings and Pavments

Commencing with the earlier of November 1, 1999, or the Initiat Delivery Date,
and continuing with each succeeding Month thereafter ("Delivery Month”), Seller shall present
to Buyer, on or before the fifteenth (15) Day of the Month following each Delivery Mooth, an
invoice showing the Quantity of Gas, if any, delivered on each Day during the Delivery Month,
the product obtained by multiplying such Quantity of Gas by the applicabie price under Section
8.1, the GIC, if any, and the total amounts and charges due and payable to Seller. If the actual
Quantity of Gas sold, delivered or caused to be delivered during the Delivery Month is not
known or available in time to prepare the invoice, Seller shall estimate the amounts based on
Seller’s reasonable estimate of the Quantity of Gas sold, delivered or caused to be delivered to
Buyer. Seller shall provide, in the succeeding Month’s invoice. an adjustment based on any

" differences between the estimated quantities and the actual Quantity of Gas delivered to Buyer

during the Delivery Month.
Section 9.2 Paymen

Subject to the provisions of Section 9.7 hereof, Buyer agrees to pay Seller in
immediately available Canadian funds the amount invoiced under Section 9.1 hereof by wire
wansfer to Seller’s bank at the address designated in Article XVII hereof, on or before the
twenty-fifth (25th) Day of the Month in which such billing invoice is presented 10 Buyer. If
presentation of an invoice to Buyer occurs after the fifteenth (15th) Day of a Month, then the
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payment date shall be postponed by a period equal to the number of Days elapsed between the
fifteenth (15th) Day of the Month and the Day oa which the invoice was acrually received by
Buyer.

Section 9.3 Verification

Each Party shall have the right at reasonable hours and upon reasonable notice
10 examine, oo any Business Day on which either Party is open for business, the books, records
and charts of the other Party relating to the previous tweaty-four (24)month period to the extent
necessary to verify the accuracy of any statement, chart or computation made under or pursuant
to the provisions of this Agreement. The examination of the books, records or charts will be
conducted at the sole expense of the examining Party.

Section 9.4 Securitvy

No later than thirty Days before the Initial Delivery Date, Buyer shall provide
Seller a letter of credit as security for Buyer’s payments to Seller for Gas delivered and soid to
Buyer hereunder. The value of the letter of credit shall be equal to 60 days multiplied by the
MDQ and multiplied by the price specified in Section 8.1 and applicable to that first Agreement
Year. A new letter of credit shall be provided on the first Day of each subsequent Agreement
Year, at an increased amount equal to 60 days multipiied by the MDQ and multiplied by the
price specified in Section 8.1 and applicable to such Agreement Year (or in the case of the tenth
. Agreement Year, a revised letter of credit would be issued during such tenth Agreement Year,
if such Agreement Year extended beyond any date on which the price changes under Section
8.1). Upon receipt of each new letter of credit under this Section 9.4, Seller shall return the
preceding letter of credit to Buyer. Each letter of credit shall be irrevocable, payable to Seller,
drawn on a bank reasonably satisfactory to Seller and shall bave a term that is coterminous with
the Agreement Year for which it is provided. In the event that any letter of credit provided
under this Section 9.4 and held by Seller is not replaced at least ten (10) Days prior to the
expiration date of such letter of credit, then Seller may draw on such letter of credit up to the
amount that is due to Seller from Buyer for Gas delivered to Buyer by Seller through the date
of such draw, and Seller may thereafter suspend delivery of any Gas to Buyer under this
Agreement until the replacement letter of credit is provided by Buyer, at which time Seller shall
resume the delivery of Gas to Buyer in accordance with this Agreement. [f Buyer does not
deliver the replacement letter of credit to Seller within 90 days after the expiraton of the
previous lerter of credit, Seller may terminate this Agreement. The first invoice issued by Seller
1o Buyer under Section 9.1 of this Agreement following the renewal of the letter of credit and
resumption of Gas deliveries under this Agreement shall include a credit in the amount of the
draw made by Seller pursuant to this Section 9.4 against the previous letter of credit; provided
that Buyer must have paid all amounts previously owed to Seller. Seller’s right to draw on the
letter of credit is in addition to any other remedies Seller may have available under Article XIX.
The letter of credit required to be provided by Buyer pursuant to this Section 9.4 shail be a
separate letter of credit from that required to be provided by Buyer pursuant to Section 8.2.
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Section 9.5 Intetest on [ate Pavments

Should Buyer fail to pay the amount of any invoice when due pursuant to
Section 9.2 or should Seller fail to pay the amount of any invoice when due pursuant to Section
3.1(b), interest at the Interest Rate shall accrue on the unpaid portion of the invoice calculated
and compounded monthly from the date payment was due until payment is made; provided,
however, that Seller and Buyer shall use their best efforts to resolve any dispute regarding the
amount of any invoice within thirty (30) Days after notice from one Party t0 the other Party that
it disputes the amount of any invoice; provided, further, that if the resolution of such a dispute
requires one Party to refund any amount previously paid to it by the other Party, then such
refund shall include interest at the Interest Rate on such amount from the date such amount was
originaily paid until such amount is refunded.

Section 9.6 Failure to Pay

Should Buyer fail to pay the amount of any invoice when due hereunder, Seller
shall give Buyer five Business Days prior written notice of such non-payment and Seller’s
intention to suspend deliveries and draw on the letter of credit provided under Section 9.4. If
Buyer does not make such payment prior to the expiration of such five Business Days, then
Seller may, in its sole discretion, draw on the letter of credit provided under Section 9.4 for the
amount of such payment and/or suspend deliveries of Gas hereunder. Upon payment of the
amount or, in the case of a draw on the letter of credit by Seller, reinstatement of the letter of
credit to its original amount, Seller shall as soon as reasonably possible resume deliveries of Gas
to Buyer hereunder. In the event of such a suspension by Seller, Buyer shall remain responsible
for payments due for the GIC provided for in Section 3.3.

Section 9.7 Corrections of ors

In the event either Party determines that there is an error in the amount billed
in any invoice rendered by Seller, the error shall be adjusted within thirty (30) Days of a final
determination of whether an error has occurred; provided, however, any claim therefor shall
have been made within sixty (60) Days from the Day the error was determined and within a 24-
month period, starting from the date of the invoice. If the error resulted in an overcharge and
the invoice has been paid, Seller shall refund the amount of the overcharge with interest at the
Interest Rate from the Day the overcharge was paid until the date of the refund to Buyer.

Section 9.8 Non-Business Davs

If the payment date under this Article IX falls on a Day that is not a Business
Day, then the payment date shall be the nearest Business Day prior to the date that the payment
1s otherwise due.
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ARTICLE X
POINT OF DELIVERY

Section 10.1  Point of Delivery

The Point of Delivery for the Quantity of Gas to be sold and delivered by Seller
hereunder for purchase and receipt by Buyer or for Buyer’s account shall be that point on the
NOVA Gas Transmission System designated as Nova lnventory Transfer ("NIT").

ARTICLE XI
DELIVERY P

Section 11.1 Delivery Pressure

The Quantity of Gas sold, delivered or caused to be delivered by Seller to Buyer
at the Point of Delivery shall be at the pressure required by NOVA, as set forth by NOVA in
its effective gas tariff, as amended or modified from time to time and as approved by the AEUB.

ARTICLE XI1
QUALITY

Section 12.1  Qualjty

The quality of the Quantity of Gas delivered under this Agreement shall meet
or exceed the minimum quality specifications established by NOVA in its effective gas tanff,
as amended or modified from time to time and as approved by the AEUB.

Section 12.2 Non-Conforming Gas

Buyer shall not be obligated to receive and purchase Gas hereunder that fails
to conform to the specifications set out in this Article XII; provided, however, should Buyer
accept deliveries of any such Gas, Buyer shall nevertheless pay Seller for such Gas received and
accepted at the price payable pursuant to Article VIII.

ARTICLE X1
A ME! F

Section 13.1 Unit of Measure

The unit of measure for the Quantity of Gas received by or delivered to Buyer
at the Point of Delivery shall be one GJ. GI's delivered to Buyer at the Point of Delivery as
specified in Section 10.1 hereof shall be determined by multiplying the applicable Volume of
Gas sold, delivered or caused to be delivered to Buyer by the applicable Heating Value of Gas.
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Section 13.2  Meters

Meter(s) and other related equipment and facilities installed and maintained by
NOVA at the Receipt Point and at the Point of Delivery sball be the exclusive method and
means of determining the Quantity of Gas, the Volume of Gas and the Heating Value of Gas
sold, delivered or caused to be delivered to Buyer under this Agreement.

Section 13.3 Reading and Testing

Reading, testing, calibration and adjustment of any NOVA meter(s) and related
measurement equipment shall be performed according to NOVA's effective gas tariff, as
amended or modified from time to time and as approved by the AEUB. '

Section 13.4  Meter Records

Each Party shall cooperate and endeavor to obtain and make available to the
other Party the charts and records relating to NOVA meters and other related equipment (o the
extent that such charts and records pertain to the Quantity of Gas delivered under this Agreement
to Buyer. -

ARTICLE XIV
POSSESSION, TITLE AND WARRANTY

Section 14.1  Possession and Title

Possession of and title to Gas sold by Seller to Buyer hereunder shall pass from
Seller to Buyer at the Point of Delivery. As berween Seller and Buyer, until the Gas reaches
the Point of Delivery, Seller shall be deemed to be in exclusive control and possession and have
title 0 the Gas and be responsible for any loss, damage or injury caused thereby for such Gas,
and shall indemnify Buyer and save it harmless from all suits, actons, debts, accounts, damages,
costs, losses and expenses arising from or out of adverse claims of any or ali persons relating
to the Gas or to taxes, license fees or charges therein, that are applicable at or before the utle
to the Gas passes to Buyer. As between Seller and Buyer, upon delivery of Gas at the Point of
Delivery, Buyer sball be deemed to be in exclusive control and possession of and bave ttle to
the Gas and be responsible for any loss, damage or injury caused thereby for such Gas, and shall
indemnify Seller and save it harmless from all suits, actions, debts, accounts, damages, costs,
losses and expenses arising from or out of adverse claims of any ot all persons relating to the
Gas or to taxes, license fess or charges therein, that are applicable after the title to the Gas
passes to Buyer.

Section 14.2 Warman

Seller warrants that at the time of delivery Seller shall have good title to all gas
sold and delivered to Buyer under this Agreement free and clear of all liens, encumbrances and
claims whatsoever and that Seller shall indemnify Buyer and save it harmless from all suits,
actions, debts, accounts, damages, costs, losses and expenses arising from or out of adverse
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claims of aoy or all persons relating to the Gas or to royalties, taxes, license fees or charges
thereon, that are applicable before the title to the Gas passes to Buyer.

ARTICLE XV
FORCE MAJEURE

Section 15.1  Burden of Proof

In the event that the Parties are unable in good faith to agree that an Event of
Force Majeure has occurred, the Parties shall submit the dispute for resolution pursuant to
Article XX hereof; provided, however, the burden of proof as to whether an Event of Force
Majeure has occurred shail be upon the Party claiming an Event of Force Majeure.

Section 15.2  Event of Force Majeure

If either Party is rendered wholly or partially unable to perform its obligations
under this Agreement because of an Event of Force Majeure that Party shall be excused from
whatever performance is affected by the Event of Force Majeure to the extent so affected;
provided, however: ’

(a) the non-performing Party, as soon as reasonably practicable after learning
of the occurrence of the inability to perform due to an Event of Force Majeure, provides written
notice to the other Party giving the particulars of the occurrence, including an estimation of its
expected duration and probable. impact on the performance of its obligations under this
Agreement, and continues to furnish timely regular reports with respect thereto during the Event
of Force Majeure;

(b) the non-performing Party shall exercise all reasonable efforts o continue
to perform its obligations under this Agreement and to remedy expeditiously its inability to 50
perform;

(c) the non-performing Party shall provide the other Party with prompt
notification of the cessation of the Event of Force Majeure giving rise to the excuse from
performance; and

(d) no obligation of either Party that arose prior to the occurrence of the Event
of Force Majeure shall be excused as a result of the occurrence.

Section 15.3  Settlement of Strikes, Lockouts, or Other Labour Disputes

Nothing in this Article XV shall require the settlement of any suike, walkout,
lockout or other labour dispute on terms that, in the sole judgement of the Party involved in the
dispute, are contrary to that Party’s interest. It is understood and agreed that the settlement of
strikes, walkouts, lockouts, or other labour disputes shall be entirely within the discretion of the
Party having the difficulry.
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Section 15.4 Force Majeure Cunailment

(a) In the event that, as a result of an Event of Force Majeure, Seller is
rendered unable on any Day, wholly or in part, to sell and deliver the quantity of natural gas
that Seller’s customers have requested for such day from the reserves utilized o supply Gas sold
to Buyer hereunder, then Seller shall curtail deliveries to such customers (including Buyer
hereunder) in the following order of priority:

(1) first, under natural gas sales contracts on a non-firm basis;

(i1) second, under natural gas sales contracts on a2 Firm Basis, including this
Agreement; provided, however, to the extent that Seller is required by such Event of Force
Majeure to curtail deliveries under natural gas sales contracts on a Firm Basis, such deliveries
shall be curtailed on a pro rata basis in the proportion of the MDQ under this Agreement to the
MDQ (or its equivalent) under all of Seller’'s natural gas sales contracts of a similar nature
supplied from the Corporate Supply Pool, unless required to the contrary by any law, regulation,
or pricr contractual commitment.

Seller shall use commercially reasonable efforts to ensure that each producer supplying Gas-o
Seller for resale to Buyer hereunder shall curtail its deliveries to Seller and to any third parties
in accordance with the provisions of this Section 15.4(a).

(b) In the event that, as a result of an Event of Force Majeure, Buyer is
rendered unable on any Day, wholly or in part, to accept at the Point of Delivery and transport
to and use at the Buyer’s Facility the Quantity of Gas that Buyer is obligated to purchase from
Seller for such day, then Buyer shail curtail purchases from all suppliers at the Point of Delivery
(including Seller hereunder) in the following order of prionty:

(1) first, under natural gas sales contracts on a gon-firm basis;

(ii) second, under natural gas sales contracts on a Firm Basis, including this
Agreement; provided, however, to the extent that Buyer is required by such Event of Force
Majeure to curtail purchases under natural gas purchase contracts on a Firm Basis, such
purchases shall be curtailed on a pro rata basis in the proportion of the MDQ under this
Agreement to the MDQ (or its equivalent) under all of Buyer’s natural gas purchase contracts
of a similar nature, unless required to the contrary by any law, regulation, or prior contractual
commitment.

Section 15.5  Impossibilitv of Performance due to an _Event of Force Majeure

In the event that any Event of Force Majeure prevents Seller from delivering
or Buyer from accepting any Gas under this Agreement for more than twelve (12) consecutive
Months, the Party not experiencing the Event of Force Majeure may terminate this Agreement
without continuing liability by either Party to the other Party upon sixty (60) Day's written
notice to the other Party; provided, however, that such termination shall not be effective if,
during such sixty (60) Day period, such Event of Force Majeure is remedied or the non-
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performing Party otherwise resumes performance of its obligations that were prevented by such
Event of Force Majeure.

ARTICLE XVI
w Y BOD

Section 16.1 ws and Regulat Bodie

This Agreement and the rights and obligations of the Parties hereunder are
subject to all applicable present and furure laws, rules, regulations, acts, restraints, and orders
of any regulatory or legislative body or other duly constituted authority having jurisdiction over
Seller or Buyer.

ARTICLE XVII
TRANSFER AND ASSIGNMENT

Section 17.1  Assignments

(@) Except as specified in Sub-sections 17.1(b), (¢}, (d) or (e} hereof, the
rights and obligations of the Parties to this Agreement may not be assigned by either Party
except upon the express writen consent of the other Party, which consent shall not be
unreasonably withheld. In the event such an assignment is made and consented to, the assigning
Party shall be released and discharged from all obligations to the other Party hereunder
thereafter arising, and such assignee shall be substituted in place of the assigning Party berein.

(b) Either Party shall have the right, without the consent of the other Party,
but upon notice to the other Party, to assign this Agreement to any entity owned by, under
common ownership with, or owning the assigning Party, or, in the case of Buyer, to 2
partnership or other entity organized for the purpose of developing, constructing, owning and
operating Buyer's Facility, and in which Buyer or an affiliate of Buyer holds an equity interest.
Upon such assignment, the Party assigning will not be released from any obligation or liability
arising or accruing under this Agreement without the wrinten conseat of the other Party. Such
consent shall not be unreasonably withheld.

(c) Buyer shall also have the right, without Seiler's consent, to assign all of
its rights and interest (but not its obligations) under this Agreement to the Financing Parties as
security for Buyer’s obligations under the Financing Documents. Seller acknowledges that upon
an Event of Default by Buyer under the Financing Documents, any of the Financing Parties may
(but shall not be obligated to) assume, or cause its designee or a new lessee or purchaser of
Buyer's Facility to assume, all of the interests, rights and obligations of Buyer thereafter arising
under this Agreement. If the rights and interests of Buyer in this Agreement shall be assumed,
sold or transferred as hereinbefore provided, Buyer shall be released and discharged from, and
the assuming Party shall agres in writing to be bound by and to assume, the terms and
conditions of this Agreement and any and all obligations to Seller arising or accruing hereunder
(whether before or after the date of such assumption) and Seller shall continue this Agreement
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with the assuming Party as if such person had thereafter been named as Buyer under this
Agreement. Notwithstanding any such assumption by any of the Financing Partes or a designee
thereof, or under a general assignment, Buyer shall not be released and discharged from and
shall remain liable for any and all obligations to Seller arising or accruing hereunder prior to
such assumption.

(d) The provisions of Section 19.2 hereof and this Section 17.1 are for the
benefit of the Financing Parties as well as the Parties hereto, and shall be enforceable by each.
Seller hereby agrees that none of the Financing Parties, or any bondholder or participant for
whom they may act, shall be obligated to perform any obligation or be deemed to incur any
liability or obligation provided herein on the part of Buyer or shall have any obligaton or
liability to Seller with respect to this Agreement, except as provided in Section 19.2 hereof and
this Section 17.1. :

(e) Notwithstanding any provision of this Section 17.1 or Article XIX, Seller
will not be required to accept the assignment, novadon, assumption, sale or transfer of this
Agreement to any party other than Buyer or the Financing Parties, unless Seller is satisfied that
such party is creditworthy and reasonably capable of performing any and ail of Buyer's
obligations under this Agreement. -

ARTICLE XVII
NOTICE

Section 18.1 Notice

Except as provided in Sub-section 4.1(b)(ii). every notice, statement, bill or
nomination provided for in this Agreement shall be in writing directed to the Party to whom
given, made or delivered at such Party's address as follows (or as otherwise directed in writing

by such Party):

SELLER: AltaGas Services Inc.

Suite 1800, 407 - 2nd Street S.W.
Calgary, Alberta, Canada
T2P 2Y3

For Contractual Matters: Attention: Keith Darragh - Manager, Marketing
Telephone:  (403) 691-7592
Fax: (403) 691-7545

For Nominations: Aftention: Brian Martin
Telephone:  (403) 691-7530
Fax: (403) 691-7502

Payments in Canadian funds by wire transfers to:

Royal Bank of Canada
335 - 8th Avenue S.W,
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Calgary, Alberta, Canada
Bank # 003
Transit # 00009

Acct #  106-874-1

BUYER: Andro/}s—% gin Energy LLC
Suite , 650 Dundee RD
Northbrook, [I. USA 60062
Attention:
Telephone:  (847) 559-9800
Fax: (847) 559-1805

FINANCING PARTIES:

As Buyer may specify from time to time.

Either Party may change its address from time to time by giving written notice of such change
to the other Party. Any notice, communications, nomination, or statement or other document
given or delivered under this Agreement by mail shall be deemed received by the addresses at
the end of the third Business Day after the date of mailing by prepaid registered or certified mail
in the United States or Canada; provided, however, at any time when there is a strike affecting
delivery of United States or Canadian mail, all such deliveries shall be made by hand, overnight
courier or by telecopier. If any such notice, communication, nomination, statement, or other
document is delivered by hand, overnight courier or by telecopier to the addressee, it shall be
deemed to have been received by the addressee as soon as such delivery or transmission bas
been effected, unless such delivery or transmission occurs outside normal business hours in
which case it shall be deemed to have been received by the addressee on the next following
Business Day.

ARTICLE XIX
DEFAULT AND REMEDIES

Section 19.1  Definitiopn

(a) An Event of Default under this Agreement shall be deemed to exist upon
the occurrence of any one or more of the following events:

) Failure by either Party to make payment of any amounts due to the
other Party under this Agreement, and that failure continues for a
period of thirty (30) Days after such payment is due; or

(ii)  Failure by either Party to perform fully any other matenal
provision of this Agreement, including, without limitation, Seller’s
obligations under Article V hereof, and (a) such failure continues
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for a period of thirty (30) Days after wrirten notice of such non-
performance from the other Party or (b) if within such thirty (30)
Day period the nop-performing Party commences and proceeds
with due diligence to cure the failure and failure is oot cured
within one hundred eighty (180) Days or such longer period of
time agreed to by the Parties in writing as being necessary for the
Party to cure the failure with all due diligence; or

(iii) If by order of a court of competent jurisdiction, a receiver or
liquidator or trustee of either Party or of any of the property of
either Party shall be appointed, and such receiver or liquidator or
trustee shall not have been discharged within a period of sixty (60)
Days; or if by decree of such a court, either Party shall. be
adjudicated bankrupt or insolvent or any substantial part of the
property of such Party shall have been sequestered, or such decree
shall have continued undischarged and unstayed for a period of
sixty (60) Days after the entry thereof; or if a petition to declare
bankruptcy or to reorganize either Party pursuant to the provisions
of any applicable bankruptcy law, or pursuant to any other similar
law applicable to such Party, shall be filed against such Party aod
shall not be dismissed within sixty (60) Days after such filing; or

(iv)  If either Party shall file a voluntary petition in bankruptcy under
any provision of any applicable bankruptcy law or shall consent (0
the filing of any bankruptcy or reorganization petition agaiost it
under any similar law; or, without limitation of the generality of
the foregoing, if either Party shall file a petition or answer or
consent seeking relief or assisting in seeking relief in a proceeding
under any bankruptcy law, or pursuant to any other similar law
applicable to such Party, or an answer adminting the material
allegations of a petition filed against it in such a proceeding; or if
cither Party shall make an assignment for the bepefit of . its
creditors; or if either Party shall consent to the appointment of a

.receiver Or receivers, or trustee or trustees, or liquidator or
liquidators of it or of all or of any part of its property; or

_ (b) Subject to the limitation in Section 19.3, in the event of an Event of
Default, the non-defaulting Party may proceed to exercise any remedy provided under this
Agreement or existing at law or in equity. If one Party believes in good faith that no Event of
Default has occurred, and promptly informs the Party asserting the existence of the Event of
Default of this belief, then the Parties shall enter negotiations in an attempt to resolve the
dispute; provided, however, if either Party believes in good faith that negouated resolution to
the dispute is unlikely, then the Party may proceed to exercise any and ail remedies available
under this Agreement or existing at law or in equity.

Section 19.2 emedies for Breac




Subject to the limitations in Section 19.3. during any Event of Default, the Party
not in default shall have the right:

(a) 10 terminate this Agreement upon ten (10) Days written notice to the
defaulting Party provided however that Seller has no right to terminate this Agreement on
account of an Event of Default on the part of Buyer so long as Buyer makes payment of sums
due to Seller under this Agreement; or

(b) npotwithstanding Section 19.3, with respect to non-payment by Buyer of
sumns due Seller, Seller may elect to suspend deliveries five (5) Business Days after the date on
which notice of non-payment was received by Buyer pursuant to Section 9.6; provided, however,
that a draw by Seller on the letter of credit provided by Buyer pursuant to Section 9.4 shall not
be considered as payment of sums due for purposes of this Article XIX unless and until such
letter of credit has been reinstated to its original amount in effect prior to the draw by Seller.
Subject to the limitations in Section 19.3, Seller thereafter bas the right to terminate this
Agreement upon ten (10) Days written notice to Buyer pursuant to Section 19.2(a) unless Buyer
has commenced and is proceeding with due diligence to remedy the Event of Default in such ten
(10) Day period and such Event of Default is remedied within ninery (90) Days thereafter; or

(c) to pursue any other remedy provided under this Agreement, or now or
hereafter existing at law or in equity or otherwise.

Section 19.3  Limjtation

Notwithstanding Sections 19.1 and 19.2 and any other provision of this
Agreement, if an Event of Default occurs as described in Sub-section 19.1(a), paragraph (i)
from a failure to deliver by Seller under Article III or IV or a failure of warranty of adequate
gas supply under Article V, then Buyer shall have the right to terminate this Agreement upon
ten (10) Days written notice to Seller as described in Sub-section 19.2(a) unless Seller has
commenced and is proceeding with due diligence to remedy the Event of Default in such tea (10)
Day period and such Event of Default is remedied within ninety (50) Days thereafter. If Buyer
elects to so terminate this Agreement, Seller shall be released from all obligations and liabilites
under this Agreement arising after the date of such termination (inciuding without limitaton
Buyer's remedy of Cover Gas under Sub-section 3.1(b)): provided, however, that any and all
obligations and liabilities arising prior to such termination shall not be released. In the case of
an Event of Default by Buyer, Seller shall provide the Financing Parties with notice of such

Event of Default at the same time such notice is provided to Buyer and the Financing Parties

shall have the right (but not the obligation) for ninety (50) Days after such notice to cure the
Event of Default on behalf of Buyer or assume or cause its designee or cause a lessee or
purchaser of Buyer's Facility to assume, all of the rights and obligations of Buyer under this
Agreement arising before and after the date of such assumption. :

Section 19.4  Financing Parties

In the event that any of the Financing Parties or its designee assumes that
Agreement in accordance with Section 19.3 hereof:
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(a) Buyer shall remain liable for any and all obligations to Seller arising ot
accruing hereunder prior to such assumption. Buyer shall be released and discharged from any
obligations to Seller arising or accruing hereunder from and after the date of such assumption;

(b) Seller shall continue this Agreement with any of the Financing Parties or
its designee, as the case may be, substituted in the place of Buyer hereunder, provided that
Seller must be satisfied that any such designee is creditworthy and reasonably capable of
performing any and all of Buyer’'s obligations under this Agreement; and

(c) If the assuming Party is any of the Financing Parties, such Party shall be
liable to Seller for the performance of any and all obligations to Seller under this Agreement,
whether arising prior to or after the date of such assumption.

ARTICLE XX
ARB TION

Section 20.1  Arbirtration

-

Notwithstanding any other provisions of this Agreement, any controversy arising
out of this Agreement may be submirted to Arbitration by either Party. Any Arbitration
conducted hereunder shall be conducted in accordance with the rules of the British Columbia
International Commercial Arbitration Centre (the "BCICAC") except as such BCICAC rules may
be modified by the provisions of this Article XX and such Arbitration proceedings shail be
conducted in accordance with the provisions of this Article XX.

() Any Party hereto (the "Initiating Party”) may commence Arbitration
proceedings by serving Notice on the other party hereto (the "Receiving Party”), which Notice
shall contain the name of one Arbitrator who would either function as a single Arbitrator, if the
Receiving Party consents, or as one of a panel of three Arbitrators if the Receiving Party does
not so consent. Within 14 Days after receipt of such Notice, the Receiving Party shall serve
Notice on the Initiating Party, which Notice shall contain either a consent to the Initiating Party’s
Arbitrator functioning as a single Arbitrator or the name of a second Arbitrator to function as
a member of an Arbitration Board.

(b) If the Receiving Party fails either to consent to a single Arbitrator or to
‘name a second Arbitrator, then the Initiating Party’s Arbitrator shall function as a single
Arbitrator. If both Parties appoint their own Arbitrator, the two Arbitrators so appointed shall
name a third Arbitrator or, if they fail to do so within 14 Days of the second Arbitrator’s
appointment, the Parties shall promptly meet and shall attempt to agree upon and to appoint such
third Arbitrator. If the Parties are unable to agree within such 14 Day period on the choice of
a third Arbitrator then, upon request by either Party, the third Arbitrator shall be appointed by
the BCICAC. .

(c) The single Arbitrator (the "Arbitmrator”) or the three Arbitrators (the
"Board") appointed hereunder shall be generally knowledgeable in the area of gas production,
transportation, marketing and distribution and in the area of development, construction and
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operation of gas-fired, electric power generation facilities, and shall be qualified by education
or experience to decide the particular maners in dispute, and shall not be employees or agents
of or otherwise have any interest in either Party or of any of their affiliates.

(d) All Arbirration proceedings shall be administered by the BCICAC in
accordance with its "Procedures for Cases”, and the rules governing in Arbitration proceedings
shall be the "Rules for International Commercial Arbitration and Conciliation Proceedings” in
the BCICAC, except where such rules are in conflict with the specific provisions of this Article
XX, in which case the latter shall be paramount and prevail. The place of any Arbitration shall
be in Vancouver, British Columbia.

(¢) The Arbitrator or the Board (or the majonty thereof), as the case may be,
shall render a decision within 45 Days after an appointment of the Arbitrator or the third
Arbitrator on the Board, as the case may be, subject to any reasonable delay due to unforeseen
circumstances. The decision of the Arbitrator, or the decision of the Board (or a majonty
thereof), shall be made in writing and shall be final and binding upon the Parties, as to the
matters submitted to Arbitration, and the Parties shall abide by and comply with the decision.
The Parties shall execute, acknowledge and deliver all such documents or assurances as may be
necessary to implement the decision., The written decision of the Arbitrator or the Board (oz.a
majority thereof), as the case may be, may be issued with or without a written opinion and shall
be issued expeditiously; provided, however, that implementation of and compliance with the
decision shall not be delayed pending the issuance of a written opinion.

(f) If a decision is not rendered by the Arbitrator or the Board (or a majority
thereof), as the case may be, within the period specified in Sub-Section 20.1(e), either Party
hereto may serve Notice on the other Party requiring that at a new Arbitrator or Arbitrators, as
the case may be, be appointed in accordance with the procedures set forth in this Aricle XX.

(g) Each Party shall bear the expense of prosecuting its own case and each Party
shall each pay the compensation and expenses of its named Arbirrator when a Board is selected.
The compensation and expenses of an Arbitrator acting as the sole Arbitrator or the third
Arbitator of any Board and all administration costs of the Arbitration shall be paid in equal
portions by the Parties.

(h) The failure of either Party hereto to paricipate in an Arbitration
proceeding as scheduled by the Arbitrator or the Board, as the case may be, shall not delay the
proceeding. If a Party fails to participate, the Arbitrator or the Board, as the case may be, shall
issue a decision as though the non-participating party were a participant in the Arbitration
proceeding and the decision shall be final and binding on such non-participating Party, in
accordance with Sub-section 20.1(e).

(i) Except as herein otherwise expressly provided, in this Article XX, the
provisions of the International Commercial Arbitration Act (British Columbia), as amended from
time to time, and any successor legislation, shall apply to all Arbitration proceedings conducted
pursuant to the provisions of this Article XX.
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() Whenever there is an Arbitration proceeding under this Article, operations
under this Agreement shall coatinue in the same manner as they were conducted before the
Arbitration proceeding is commenced, without prejudice to either Party, pending a decision in
the Arbitration proceeding.

ARTICLE XXI
REPRESENTATIONS AND WARRANTIES
Section 21.1  Seller’s Representations and Warranties
Seller represents and warrants (o Buyer that:

(a) Seller is a body corporate properly constituted under the laws of Canada,
to engage, inter alia, in the business of purchasing gas from producers, arranging transportation
of such gas in Canada and for the sale of such gas.

(b) Seller has the requisite corporate capacity, power and authority to execute
this Agreement and to perform the obligations to which it hereby becomes subject.

(c) Seller has taken all necessary corporate actions to authorize the execution,
delivery and performance of this Agreement.

(d) The execution and delivery of this Agreement is not and will ot be in
violation or breach of, or be in conflict with or require any consent, authorization or approval
under:

(1 any term or provision of the constating document of the Seller;

(i1) any agreement, instrument, permit or authority 10 which the Seller
is a party or by which the Seller is bound;

(iiiy = any applicable law or any judicial order, award, judgment or decree
applicable to the Seller.

(¢) Seller shall use due diligence to satisfy the conditions precedent referred

to in Sub-section 2.1(a), paragraphs (i), (v), (vii) and (xii).

Section 21.2  Buyer’s Representations and Warranties

Buyer represents and warrants to Seller that:

(a) Buyer is a limited liability corporation properly constituted under the laws
of the State of Delaware, of the United States of America, to engage, inter alia, in the business
of constructing and operating a gas fired combined cycle electric gencrating plant with capacity
of approximately 150 Megawarts, the purchase and the transportation of gas in Canada and the

-34-




United States of America for use and consumption in such plant or for sale to third parues, and
the sale of electrical power and steam produced by such plant.

(b) Buyer has the requisite corporate capacity, power and authority 10 execute
this Agreement and to perform the obligations to which it hereby becomes subject.

(c) Buyer has taken all necessary corporate action to authorize the execution,
delivery and performance of this Agreement.

(d) The execution and delivery of this Agreement is not and will not be in
violation or breach of, or be in conflict with or require any consent, authorization or approval
under:

6)) any term or provision of the constating documents of the Buyer;

(i)  any agreement, instrument, permit or authority to which the Buyer
is a party or by which the Buyer is bound,

(iii) any applicable law or judicial order, award, judgment or decree
applicable to the Buyer.

(¢) Buyer shall use due diligence to satisfy the conditions precedent referred
to in Sub-section 2.1(a), paragraphs (ii), (iii), (iv), (vi), (vii), (viii), (ix), (x), (xi) and (xi).

ARTICLE XXII
MIS LANEQUS PROVI

Section 22.1  Captions

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

-Section 22.2  Other Agreements

: This Agreement constitutes the entire Agreement between the Parties relating
to the subject matter hereof and supersedes any other agreements, wrinen or oral, berween the
Parties concerning such subject matter.

Section 22.3 Bindin ec

The terms and provisions of this Agreement, and the respecuve rights and
obligations hereunder of Seller and Buyer, shall be binding upon, and inure to the benefit of,
their respective successors and permitted assigns.
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Section 22.4  Non-Wajver of Defaults

No waiver by either Party of any default of the other Party under this
Agreement shall operate as a waiver of a future default whether of a like or different character.

Section 22.5 Wrjuen Amendments

No modifications of the terms and provisions of this Agreement shall be or
become effective except by written amendment executed by the Parties.

Section 22.6  Severabilitv and Regeneration

Should any provision of this Agreement for any reason be declared invalid or
unenforceable by final and unappealable order of any court or regulatory body having
jurisdiction, such decision shall not affect the validity of the remaining portions, and -the
remaining portions shall remain in force and effect as if this Agreement had been executed
without the invalid portion. In the event any provision of this Agreement is so declared invalid
or unenforceable, the Parties shall promptly renegotiate in good faith new provisions to eliminate
such invalidity or unenforceability and to restore this Agreement as nearly as possible to its
original intent and effect.

Section 22.7  Surviva]

Any provision(s) of this Agreement that expressly or by implication comes into
or remains in force following the termination or expiration of this Agreement shall survive the
termination or expiration of this Agreement.

Section 22.8 Furthe rances

The Parties shall execute such additional documents reasonably required
including, without limitation, a consent to assignment or similar documents, and shall cause such
additional action to be taken as may be required or, in the judgement of any party, may be
necessary or desirable, to effect or evidence the provisions of this Agreement and the
trapsactions contemplated hereby.

Section 22.9 imitati iability

Notwithstanding anything else in this Agreement, neither Party, nor any of its
directors, trustees, agents, officers or employees will be liable whether in contract or tort to the
other Party, its directors, trustees, agents, officers or employees for incidental, special, punitive,
exemplary, indirect or consequential damages of any nature connected with or resulting from
performance or breach of this Agreement.

Section 22.10 Governing Law

This Agreement shall be governed and interpreted in accordance with the laws
of the Province of Alberta.
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IN WITNESS WHEREOF, intending to be legally bound, the Parties hereby
have caused this Agreement to be entered into by their duly authorized officers and attested to
by their respective secretaries, as of the Day and Year first above written.

ANDROSCOGGIN ENERGY LLC

/ :} Conls ( /ltzz/(’ by: M

. V4
title: foedag
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BEAU CANADA EXPLORATION LTD.
AND
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Dated as of January aﬁ, 1997.
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GAS SALES AGREEMENT

This GAS SALES AGREEMENT (this "Agreement") is made as of the-27 day
of January 1997, by and between BEAU CANADA EXPLORATION LTD., an Alberta
corporation ("Seller”), and ANDROSCOGGIN ENERGY LLC, a Delaware limited liability

corporation ("Buyer").
WITNESSETH

WHEREAS, Seller is engaged in the business of producing and selling narurai
8as;

WHEREAS, Buyer proposes to construct, own and operate a natural gas-fired
electric generation facility in the Ciry of Jay, State of Maine, which facility is expected. but not
guaranteed, to commence commercial operation by November 1, 1998;

WHEREAS, in accordance with the terms and conditions of this Agreement.
Seller is prepared 1o sell and deliver on a Firm Basis (as defined herein), and Buyer is prepared
to purchase and receive on a Firm Basis, Gas required for the operation of Buyer's Facility (as
defined herein);

WHEREAS, Buyer has or shall have received all required material
governmental authorizations to construct and operate Buyer's Facility;

WHEREAS, Buyer has entered or shall enter into narural gas transportation
contracts which shall provide Buyer the necessary transportation services for the delivery of the
Quantity of Gas (as defined herein) to be sold and delivered, or caused to be delivered, by Seller
to, or for the account of, Buyer at the Point of Delivery (as defined herein) for further
transportation by Buyer to Buyer's Facility: and

NOW, THEREFORE, in consideration of the mutuai covenants and agreements
herein contained and intending to be legaily bound, Seller and Buyer agree as follows:

ARTICLE I
DEFINITIONS OF TERMS

Section 1.1 Definitions
For purposes of this Agreement all appendices and recitals, except where
another meaning 1s expressly stated, the following capitalized words and phrases shall have the

following meanings:

“Actual Purchased Quantity" shall have the meaning set forth in Subsection 3.3

{b) hereof.

"AEUB" means the Alberta Energy Utilities Board, or its successor.
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"AEUB Reserves Under Control Locations Listing” means the listing of natural
gas reserves designated by AEUB.

"Agreement Year" means a period of twelve (12) consecutive Months beginning
on November 1st of each year subsequent to the year in which the Initial Delivery Date occurs;
the first Agreement Year shall begin with the Initial Delivery Date hereunder and end on the
November 1st next following; and provided that in any Agreement Year containing less than 365
Days, the obligations of the parties hereunder shall be prorated based on a fraction, the
numerator of which is the number of Days in the Agreement Year in question and the
denominator of which is 365, or 366 in any year that includes February 29.

"Arbitration” shall have the meaning set forth in Article XX.
"Arbitrator” shall have the meaning set forth in Article XX.
"Board" shall have the meaning set forth in Article XX.
"BCICAC" shall have the meaning set forth in Section 20.1 hereof.

“Business_Dav" means any Day other than Saturday, Sunday or other Day on
which banks are authorized to be closed in the State of Maine or in the Province of Albena.

"Buver's Facility” means the electric generation facility to be constructed by
Buyer near International Paper Company’s facility located near the City of Jay, State of Maine.

"Canadian Regulatory Authorities” means each governmental agency or other
authority in Canada, which has jurisdiction over the subject matter of this Agreement including,
without limitation, the Alberta Energy Utilities Board, the Alberta Lieutenant Governor in
Council, the National Energy Board and the Governor in Council for Canada.

"Corporate Supplv Pool"” means the aggregate quantity of gas reserves available
10, or owned by, Seller.

"Cover Gas" shall have the meaning set forth in Sub-section 3.1 (b).

"m’" means cubic meter.

"Day" means a period of twenty-four consecutive hours, beginning and ending
at 8:00 a.m. Mountain Standard Time or at such other hour as Seller and Buyer shall agree upon
in writing.

"Deliverv Month" shall have the meaning set forth in Article XX hereof.

“Event of Force Majeure” means any: acts of God; strikes, lockouts. or other
industrial disturbances; act of the public enemy, wars, blockades, insurrections, riots, arrests and
restraints of government and people; civil disturbances; epidemics: landslides; lightening;
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earthquakes; fires; storms; floods; washouts; explosions; breakage or accident (0 machinery or
lines of pipe; freezing of weils or delivery facilities: unforeseeable inability to obtain materials
(other than Gas), equipment, supplies, or labour; any act or omission of the narural gas
transportation pipelines used by Seller or Buyer that is excused under relevant agreements by
any event or occurrence of the character herein defined as an Event of Force Majeure: the
curtailment or interruption of firm transportation service which affects Buyer's recept of or
ability to transport Gas downstream of the Point of Delivery or Seller’s delivery of Gas at the
Point of Delivery and which is not attributable to a breach by Buyer or Seller, respectively, of
its obligations to the interrupting/curtailing pipeline; an order, directive or restraint issued or
imposed by any governmental authority, regulatory body or court having jurisdiction; an inability
to obtain, or a revocation or adverse amendment of, any license, permit, approval or
authorization of any governmental authority or regulatory body having junsdiction; the
occurence of any event of force majeure under a contract that excuses the purchaser thereunder
from buying and taking Gas from the Buyer; or any other cause, whether of the kind herein
enumerated or otherwise, and whether or not caused or occasioned by, or happening on the
account of, the act or omission of one of the Parties or some person or concern not a Party to
this Agreement, not within the reasonable control and without the fault or negligence of the
Party claiming the Event of Force Majeure. It is expressly agreed that none of the following
shall constitute an Event of Force Majeure hereunder: Buyer's inability economically to use or
resell Gas purchased under this Agreement; Seller’s inability to obtain Gas supplies at a desirable
or economic price; depletion of Seller’s reserves, if any; lack of financial resources or available
funds or similar financial predicament which is due to the inability to pay any amount which a
financially sound entity would be expected to pay, either Party's operational or transportation
balancing requirements; any transportation difficuity or impediment that does not directly affect
Buyer’s receipt of or ability to transport Gas downstream of the Point of Delivery or Seller’s
delivery of Gas at the Point of Delivery; or any transporuation difficulty or impediment
attributable to having interruptible transportation service in place.

“F.E.R.C." means the Federal Energy Regulatory Commisston, or its successor,
of the United States.

"Financing Documents” means any and all loan agreements, notes, indentures,
security agreements, subordination agreements, mortgages, partnership agreements, subscription
agreements, participation agreements and other documents relating to the construction, interim
and long-termm financing (both debt and any third-party equity) of Buyer's Facility and any
refinancing thereof (including a leveraged lease pursuant to which Buyer is the lessee of Buyer's
Facility) provided by the Financing Parties, including any and all modifications. extensions,
renewals and replacements of any such financing or refinancing.

"Financing Parties” means (i) any and all lenders providing the construction.
interim or long-term financing or refinancing of Buyer’s Facility (including a leveraged lease).
and any trustee or agent acting on their behalf, and (ii) and any all equity investors providing
any such financing or refinancing of Buyer's Facility, and any trustee or agent acting on their

behalf.
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"Firm Basis" means the obligation of Seller to provide Buyer a non-interruptible
Quantity of Gas and Buyer’s obligation to purchase a non-interruptible Quantity of Gas.

"Gas" means natural gas of the quality specified in Article XII hereof.

“GJ" means one billion Joules.

"Gas Inventory Charge" or "GIC" means for any Agreement Year, a payment
of $0.40 (Canadian dollars) per GJ.

“Heating Value of Gas" means when applied 10 a cubic meter of Gas. the
number of Joules expressed in MJ per m’, produced by the complete combustion at constant
pressure of one (1) cubic meter of Gas with air, with the Gas free of water vapor and the
temperature of the Gas, air and products of combustion to be at a standard temperarure and all
water formed by combustion reaction 10 be condensed to the liquid state determined in
accordance with NOVA'’s system at the Point of Delivery.

“Initial Deliverv Date” means the Day certified in writing to Seller by Buyer
to be the Day on which Buyer shall first take defivery of the Gas Seller shail deliver at the Poin
of Delivery. : :

“Interest Rate" means (i) the publicly announced prime inierest rate per annum
for Canadian Dollar commercial loans made in Canada of the Bank of Montreal, or its successor
bank, in effect for the first Business Day of the Month for which interest is being calculated plus
(ii) two (2) percent per annum, but in no event greater than the maximum interest rate allowed

by law.

"Joule" means the work done when the point of application of a force of one
(1) newton is displaced a distance of one (1) meter in the direction of the force.

“Maximum Dailv Quantitv" or "MDQ" means a Quantity of Gas equal to 3.500

GJ per Day.

"Minimum Annual Quantity” or "MAQ" means eighty-five percent (85%) of
the Quantity of Gas resulting from multiplying the MDQ by 365 Days (366 Days in an
Agreement Year that includes February 29) and reducing the product obtained by the Volume
Deficiency for the same period.

"MIJ" means one million Joules.

"Month" means the period beginning at 8:00 a.m. Mountain Standard Time on
the first Day of a given calendar month and ending 8:00 a.m. Mountain Standard Time on the
first Day of the next succeeding calendar month.

"Natural Gas Reserves” means reserves of unprocessed raw gas.

01/24/971/T02:08903/001 /AGREE-13/1BRR 1 WP/61911 3




"NEB" means the National Energy Board of Canada, or 11$ successor.

.. "NOVA" means NOVA Gas Transmission Ltd., its successors and assigns.

"NOVA Delivery Point Firm Service” means firm gas transportation service
under NOVA's Rate Schedule FS, or its successor rate schedule, from the Point of Delivery to
the interconnection of the NOVA Facilities with TransCanada’s facilities at Empress, Albera.

e "NOVA Deliverv Point Service Agreement” means an agreement between
NOVA and Buyer respecting NOVA Delivery Point Firm Service to be provided pursuant to
NOVA Rate Schedule FS, or its successor rate schedule.

"NOVA Facilities" means NOVA’s pipelines and other NOVA facilities or any
® part or parts thereof for the gathering, treating, transporting, storing, distribution, exchange,
handling or delivery of any Gas.

"NOVA Fuel Gas" means the Gas, if any, used as compressor fuel at the
NOVA facilities for deliveries from the Receipt Point(s) to the NOVA Inventory Transfer.

@
"NOVA Inventorv Transfer" means the location of the point on the NOVA
Facilities designated by NOVA, on the date of this Agreement. as the NOVA Inventory
Transfer.
® "NOVA Receipt_Point Firm Service” means firm gas transportation service
under NOVA's Rate Schedule FS, or its successor rate schedutle, from each Receipt Point (o the

Point of Delivery.

"NOVA Receipt Point Service Agreement” means an agreement between NOVA
® and Seller respecting NOVA Receipt Point Firm Service to be provided pursuant to NOVA Rate
Schedule FS, or its successor rate schedule.

"Party” or "Parties” means a signatory or the signatories to this Agreement, and
its or their successor and permirted assigns, as the case may be.

@
"Point of Delivery" shall mean the NOVA Inventory Transfer point, as set forth
in Article X.
"Portland” means Portland Natural Gas Transmission System Limited (2 Maine
® general partnership), its successors and assigns.

"Portland Service Agreement” means an agreement between Portland and Buyer
under Portland's Rate Schedule FT, or its successor rate schedule.

"Purchase Deficiency” shall have the meaning set forth in Sub-section 3.3 (b).
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"Quantitv of Gas" means an amount of Gas expressed in GJs determined by the

product of the applicable Volume of Gas and the applicable Heating Value of Gas.

“Receipt Point" means any inlet valve of the NOVA Facilities at which Seller
is able to deliver Gas into the NOVA Facilities.

"Scheduled Delivery Quantity” for any period means the Quantity of Gas that
Buyer requests Seller to deliver during such period in accordance with Sub-section 4.1 (a), but
in no event shall the Scheduled Delivery Quantity for any Day exceed the MDQ.

"10°m’ means thousand cubic meters.
"Term"” shall have the meaning set forth in Section 6.1.

"TransCanada" means TransCanada PipeLines Limited, a Canadian corporation.
its successors and assigns.

"TransCanada Service Agreement” means an agreement between TransCanada
and Buyer under TransCanada’s FS Toll Rate or its successor rate.

"U.S. Regulatory_Authonties” means each governmental agency or other
authority in the United States of America which has jurisdiction over the subject matter of this
Agreement including without limitation, F.E.R.C.

"Volume Deficiencv” shall have the meaning set forth in Sub-section 3.1 (b).

"Volume of Gas" means an amount of Gas expressed in 10°m’

ARTICLE I
CONDITIONS PRECEDENT

Section 2.1 Conditions Precedent
(a) Except as provided in Section 2.3, Seller shall have no obligation to seil,

deliver or cause to be delivered 1o Buyer, and Buyer shall have no obligation to pay for.
purchase, receive or cause to be received from Seller, at the Point of Delivery, the Quantity of
Gas specified in this Agreement, unless and until all of the following conditions precedent have
been satisfied.

(1) On or before November 1, 1997, Seller shall have applied for and,
on or before the date that NOVA prescribes for execution of the necessary NOVA Receipt Point
Service Agreement, Seller shall have entered into all necessary firm natural gas transportation
agreements, including but not limited to the NOVA Receipt Point Service Agreemeni(s), or
where applicable transportation precedent agreements, to provide Seller transportation service
from the Receipt Points to the Point of Delivery for the delivery of the Quantity of Gas to be
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sold, delivered or caused to be delivered by Seller to or for the account of Buver at the Point
of Delivery, for deliveries 1o commence on November 1. 1998, and

(i)  Onor before November I, 1997, Buyer shail have applied for and.
on or before the date that NOVA prescribes for execution of the necessary NOVA Delivery
Point Service Agreement, Buyer shall have entered into all necessary firm narural gas
transportation agreements, including but not limited to the NOVA Delivery Point Service
Agreement, or where applicable transportation precedent agreements, to provide Buyer
transportation service from the Point of Delivery to the receipt point on TransCanada’s facilities
at Empress, Alberta, to receive from Seller and transport to TransCanada’s facilities the Quantity
of Gas to be sold, delivered or caused to be delivered by Seller to or for the account of Buyer
at the Point of Delivery, for deliveries to commence on November 1, 1998; provided, however,
that if Buyer is unable to obtain transportation from TransCanada and Portland commencing on
November 1, 1998, the execution of the contract(s) with NOVA providing for commencement
of such deliveries no later than November I, 1999, shall sausfy this condition precedent; and

(i11) On or before November 1, 1997, Buyer shall have applied for and,
on or before the date that TransCanada prescribes for execution of the necessary TransCanada
Service Agreement, Buyer shall have entered into all necessary firm natural gas transportation
agreements, including but not limited to the TransCanada Service Agreement, or where
applicable transportation precedent agreements, to provide Buyer transportation service from the
receipt point on TransCanada’s facilities at Empress, Alberta, (o the receipt point on Portland’s
facilities for the transportation of the Quantity of Gas to be soild, delivered or caused to be
delivered by Seller to or for the account of Buyer at the Point of Delivery, for deliveries to
commence on November 1, 1998, provided, however, that the execution of the contract(s) with
TransCanada providing for commencement of such deliveries no later than November 1. 1999,

shall satisfy this condition precedent; and

(iv)  Onor before November 1, 1997, Buyer shall have appiied for and,
on or before the date that Portland prescribes for execution of the necessary Portland Service
Agreement, Buyer shall have entered into all necessary firm natural gas transportation
agreements, including but not limited to the Portland Service Agreement. or where applicable
transportation precedent agreements, to provide Buyer transportation service from the receipt
point on Portland’s facilities to Buyer’s Facility for the delivery of the Quantity of Gas to be
sold, delivered or caused to be delivered by Seller to or for the account of Buyer at the Point
of Delivery, for deliveries to commence on November 1, 1998; provided, however, that the

- execution of the contract(s) with Portland providing for commencement of such deliveries no

later than November 1, 1999, shall satisfy this condition precedent; and

(v)  Onor before November 1, 1997, Seller shall have applied for and
shall have obtained not later than November 1, 1998, all necessary regulatory and governmental
authorization or assurances including. but not limited to, provincial natural gas removal permits,
sufficient to satisfy Seller’s obligations as set forth in Article III hereof, and

(vi)  On or before November 1, 1997, Buyer shall have applied for and
obtained not later than November 1, 1998, all necessary regulatory and governmental
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authorizations or assurances including but not limited to provincial permits and approvals, an
export license for the removal of gas from Canada, an import license from the U.S. Department
of Energy for the import of gas from Canada into the United States, sufficient to satisfy Buyer's
obligations as set forth in Article III hereof: and

(vii) Prior to the [nitial Delivery Date, NOVA, TransCanada, Portland and
other transporters, if any, referred to in Section 2.1(a)(ii), (iii) and (iv) hereof, shall have
obtained all necessary regulatory and governmental authorizations Or assurances on terms
sufficient and shall have constructed and put into service all necessary facilities to enable Buyer
to take delivery at Buyer’s Facility of the Quantity of Gas to be sold, delivered or caused to be
delivered by Seller to or for the account of Buyer hereunder; and

(viil) On or before November 1, 1999 the Initial Delivery Date shall have
occurred pursuant to this Agreement.

(b) Notwithstanding the foregoing Section 2. 1(a). Buyer’s obligations under this
Agreement are expressly subject to the fulfillment of each of the conditions precedent listed
below; provided, however, that Buyer may waive any such condition or may extend the date for
fulfillment of any such condition, but not beyond November 1, 1999. In the event that any of
such conditions are not fulfilled by the date indicated (as such date may be extended), Buyer may
terminate this Agreement without further obligation:

(1) On or before November 1, 1997, Buyer shall have applied for and
obtained not later than November 1, 1998, all necessary regulatory authorizations and all site
and environmental permits suffictent for Buyer to construct and operate Buyer's Facility: and

(i1) On or before November 1, 1997, Buyer shall have secured financing
adequate and sufficient, in Buyer’s sole discretion, for the construction and completion of

Buyer's Facility.

Section 2.2 Notification

(a) Seller shall notify Buyer, in writing, upon the satisfaction by Seller of
Seller’s conditions precedent in Section 2.1 (a)(i) and (v), or waiver or extension by Seller at
Buyer's request, of Buyer's conditions precedent in Section 2.1 {a)(ii), (iii), {iv). {v1). (vii) and
(vin} hereof, :

(b) Buyer shall notify Seller, in writing, upon the satisfaction by Buyer of
Buyer’s conditions precedent in Section 2.1 (a)(ii), (ii1), (iv), (vi), (vii) and (vii1), or waiver or
extension by Buyer at Seiler’s request, of Seller’s conditions precedent in Section 2.1 {a)(i) and
(v) hereof. Buyer shall notify Seller, in writing, upon the satisfaction. extension or waiver by
Buyer of Buyer's conditions precedent in Section 2.1 (b)}i) and (ii).

01/24/91TOL/O8903/001/AGREE- 1 1/IBRR L WP/§1911 ¢




Section 2.3 Satisfaction of Conditions Precedent

Upon satisfaction or waiver of all the conditions precedent in Section 2.1 hereof,
Seller’s obligation to sell, deliver or cause to be delivered and Buyer’s obligation to pay for,
purchase, receive, or cause to be received, the Quantity of Gas specified in this Agreement in
accordance with Section 3.1 hereof shall become effective. Seller and Buyer shall use due
diligence to sausfy the conditions precedent referred to in Section 2.1 hereof, within the
respective control of each and shall cooperate reasonably with each other in satisfying any
condition precedent in Section 2.1 hereof.

If any of the conditions precedent included in Section 2.1 hereof have not been
satisfied or waived by the date specified in Section 2.1, then the Party which has performed its
obligation may thereafter terminate this Agreement by giving thirty (30) Days written notice to
the other Party of its intention to terminate, and this Agreement shall terminate and shall
thereafter be of no further force and effect; provided, however, that in the event Buyer has not
satisfied one or more of the conditions precedent set out in Section 2.1 (a}(ii}, (i), (iv}, (vi),
(vii) and (viii), or satisfied or waived one or more of the conditions precedent set out in Section
2.1(b), but agrees, beginning November 1, 1999, to either take gas or commence monthly
payments of the GIC multiplied times the one-twelfth of the MAQ, then Seller shaill not have
the right to terminate this Agreement so long as Buyer is either taking the gas or paying the
GIC.

ARTICLE III
SCOPE OF AGREEMENT

Section 3.1 Purchase and Sale

(a) Subject to all of the terms, conditions, and limitations set forth in this
Agreement, commencing on the I[nitial Delivery Date Seller shall sell, deliver or cause 10 be
delivered to Buyer on a Firm Basis, and Buyer shall purchase, receive or cause to be received
at the Point of Delivery on a Firrn Basis, a Quantity of Gas equal to the Scheduled Delivery

Quantity.
{b) In the event Seiler is unable, except due to an Event of Force Majeure, 1o

deliver all or a portion of the Scheduled Delivery Quantity on any Day in accordance with the
terms and conditions of this Agreement, then a “Volume Deficiency” for such Day equal to the

difference between the Scheduled Delivery Quantity and the Quantity of Gas delivered by Seller

shall exist. If a Volume Deficiency occurs, Buyer shall have the right to purchase the Volume
Deficiency from other fuel suppliers. Should Buyer purchase fuel from a third party to replace
any Volume Deficiency ("Cover Gas”), Buyer will first endeavor to acquire the Cover Gas at
the lowest price reasonably available at the Point of Delivery, it being undersiood however, that
Buyer's primary consideration in purchasing Cover Gas will be to obtain delivery of same at
Buyer’s Facility when needed. Upon receipt of Buyer's detziled invoice for its cost of Cover
Gas, Seller shall, within ten (10) Days of receipt of such invoice, reimburse all of Buyer's
reasonable incremental costs except consequential damages, incurred in obtaining such Cover
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Gas. Buyer's invoice shall be based on the amount, if any, by which Paragraph (i) below
exceeds Paragraph (ii) below:

(1) The amount that Buyer paid for the Cover Gas per GJ plus any
incremental demand charges relative (0 unused transportation
resulting from such Volume Deficiency. and

(11) The applicable price per GJ computed pursuant to Section 8.2;
such difference then being multiplied by the Quantity of Gas
contained in the Cover Gas.

So long as Seller’s failure to deliver Gas does not constitute, or resuit in, an Event of Default,
Buyer’s remedy of Cover Gas shall be Buyer's sole remedy in contract and in tort for Seller’s
breach of its obligation to deliver Gas. If Seller’s failure constitutes an Event of Default under
Arucle XIX hereof, Buyer also has the right to terminate the Agreement as provided in Article
XIX and Buyer’'s Cover Gas remedy shall be in addition to such other remedies available to
Buyer. The provision of Section 21.9 shall apply to any failure to deliver by Seller whether or
not such failure is an Event of Default.

Section 3.2 Deliveries Prior to Initial Delivery Date

Notwithstanding any other provision of this Agreement, if Buyer wishes (o
purchase and Seller wishes to sell a Quantity of Gas for initial synchronization, performance
testing and operation of Buyer's Facility for a Quantity of Gas less than forty-five percent (45%)
of the MDQ on a balanced daily basis (“Initial Synchronization Gas") prior to the Initial
Delivery Date on terms and at a price per GJ to be agreed o by Seller and Buyer in writing,
then Seller may sell, deliver or cause to be delivered such Quantity of Gas to the Point of
Delivery for Buyer's account. If Buyer requires a Quantity of Gas on a Firm Basis for the
purpose of conducting performance testing of Buyer's Facility for a Quantity of Gas equal to or
in excess of forty-five percent (45%) of the MDQ on a balanced daily basis ("Test Gas") prior
to the Initial Delivery Date, then Seller shall have the right but not the obligation to make Test
Gas available to Buyer on a Firm Basis at the price of $1.775 per GJ at any time prior 10
November 1, 1999, plus costs incurred by Seller 10 transport such Gas to the Point of Delivery.

Section 3.3 Minimum Annual Quantity; Payment; Makeup

(a) Buyer shall purchase from Selier in each Agreement Year an aggregate
Quantity of Gas at least equal to the Minimum Annual Quantity; provided further that Buyer
shall nominate and take, subject to the MDQ, during the three month period ending January 31,
April 30, July 31, and October 31 in each Agreement Year a minimum quantity of Gas equal
to 80% of the MDQ multiplied by the number of Days in each such quarter of an Agreement
Year.
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(b) If for any Agreement Year the towai Quantity of Gas taken and paid for by
Buyer under this Agreement (the "Actual Purchased Quantity ") is less than the Minimum Annual
Quantity (the "Purchase Deficiency”), then within thirty (30) Days after Buyer’s receipt of
Seller’s notice, which Seller shall render within ninety (90) Days after the end of such
Agreement Year in which a Purchase Deficiency has occurred, Buyer shall pay to Seller a sum
equal to the Purchase Deficiency multiplied by the GIC for such Agreement Year.

(c) If Buyer has made payment to Seller for a Purchase Deficiency for any
Agreement Year pursuant to Section 3.3(b) above, then in the two (2) succeeding Agreement
Years (including the Agreement Year in which the paymen: for Purchase Deficiency was made),
Buyer shall be entitled to receive a credit equal to the actual GIC payment made against the then
current commodiry charge for Quantities of Gas purchased during each such Agreement Year
in excess of one hundred and five percent (105%) of the Minimum Annual Quantity (the
"Makeup Level™). If at the end of such two (2) Agreement Year period, the total amount of
such credit has not been so recovered by Buyer, then the balance shall not be recoverable by
Buyer. At the end of the Term of this Agreement, any payment made for Purchase Deficiency
that has not been recovered by credit as provided herein shall be unrecoverable by Buyer. Seller
shall apply such credit in preparing the statements to Buyer pursuant to Section 9.1 hereof,
beginning with the Month in which Buyer's purchases for the Agreement Year in question
exceed the Makeup Level. '

(d)} On any Day, in the event that Buyer nominates less than the MDQ, Seller
shall have the right to sell Gas to third parties equal to the MDQ less the Quantity of Gas
nominated by Buyer. '

ARTICLE IV
DELIVERIES

Section 4.1 Quantity

(@) commencing with the Initial Delivery Date and continuing throughout the
Term of this Agreement, Buyer shall provide Seller with schedules showing the Scheduled
Delivery Quantity (up to the MDQ) which Buyer requests to be sold, delivered or caused to be
delivered by Seller to Buyer at the Point of Delivery, in accordance with the following
procedures; '

(1) Buyer shall deliver to Seller a written nomination schedule
showing the Scheduled Delivery Quantity for each Day of the
Month not later than one (1) Business Day prior to the date by
which Buyer must make nominations to NOVA and the other
pipelines transporting the Gas that Seller delivers for Buyer’s
account at the Point of Delivery during such Month urder this

Agreement.

(i1) Buyer shall give Seller at least four (4) hours’ notice prior 1o a
proposed change in a daily Scheduled Delivery Quantity from that
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ser forth in the nomination provided for in Section 4.1 (a) (i)
hereof and Seller shall accept notice. Notice of any such change
shall be provided in writing, or by telephone simultaneously
reduced to writing and delivered by telecopier, and shall be
provided to Seller in accordance with Article XVIII hereof.

(iif)  After the Initial Delivery Date, at least fifteen (15) Days prior to
the first Day of each February, May, August and November,
Buyer shall furrush Seller a written schedule of the estimated
Scheduled Delivery Quantity for purchase and delivery during each
Month of the quarter of an Agreement Year beginning on that
date.

(b} Buyer shall purchase from Seller a minimum Monthly volume of Seller’s
gas equal to the Quantity of Gas calculated, on a daily basis, as the MDQ divided by 43,000 GJ
multiplied times Buyer’s actual total daily purchases of Gas, provided that such Quantity of Gas,
on a daily basis, shall not exceed the MDQ.

(c) Buyer shall comply with ail reasonable requests by Seller for additional
information requested by Seller as necessary to sell, deliver or cause to be delivered the Quantity
of Gas contemplated under this Agreement and to comply with the valid reporting or other
requiremnents of any administrative or reguiatory agency having jurisdiction,

Section 4.2 Uniform Deliveries

The Quantiry of Gas sold in accordance with this Agreement shall be delivered
or caused to be delivered to the Point of Delivery to Buyer or for Buyer's account and received
or caused to be received at the Point of Delivery by Buyer or for Buyer's account, as reasonably
practicable, at hourly rates of flow that are uniform over the course of a Day.

Section 4.3 Gas Imbalances

Seller and Buyer agree to cooperate with each other to have delivered and
received a Quantity of Gas at the Point of Delivery equal to the Scheduled Delivery Quantity.
provided, however, to the extent that either Party causes deliveries or receipts of a Quantity of
Gas at the Point of Delivery to not equai the Scheduled Delivery Quantity for reasons other than
an Event of Force Majeure, the responsible Party shall indemnify the other Party. in an amount
equal to the costs, charges, and penalties, if any, that the other Party has incurred with a gas
transporter as a result of a gas imbalance.
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ARTICLE Vv
SELLER’S SUPPLY WARRANTY

Section 5.1 Warranty and Covenant of Adequate Supplv and Reserves

(a) Seller covenants to reserve for the performance of its obligations under this
Agreement a portion of its Corporate Supply Pool as recognized by the AEUB for the amount
of reserves that is required to meet the MDQ for the lessor of seven (7) Agreement Years (or
such longer period as required by the Canadian Regulatory Authorities) or the balance of the
Term. Seller covenants and agrees that it will, thereafter as necessary from time to time, but
no later than is required by the AEUB, dedicate sufficient proved and probable Natural Gas
Reserves from pools or fields in the Province of Alberta as shall be required by Canadian
Regulatory Authorities to maintin all required authorizations. at the MDQ. for the full
remaining Term of this Agreement. Seller also covenants to provide evidence to the AEUB and
NEB of otherwise uncommitted reserves that are sufficient 10 meet the requirements of the
AEUB and the NEB to mainuin the long-term expor license from the NEB and the long-term
removal permit from the AEUB.

(b) Seller shall provide to the Buyer a recent AEUB print-out of the AEUB
Reserves Under Control Locations Listing of the Seller's Corporate Supply Pool forthwith upon
execution of this Agreement. Seller shall provide 1o the Buyer updates of such information as
to Seller’s Natural Gas Reserves within 30 Days of the receipt of a Notice from the Buyer
requesting such information, not to be requested more than once in any Agreement Year.

(c) Seller warrants to the Buyer that the Seller will deliver to the Buyer,
subject to and in accordance with the provisions of this Agreement. sufficient quantities of Gas
to satisfy its obiigations under this Agreement and, subject to Force Majeure, wiil do all things
necessary to assure such performance.

ARTICLE VI
TERM OF AGREEMENT

Section 6.1 Term

Subject to the other provisions of this Agreement, this Agreement shall become
effective as of the date first above written, and shall continue in full force and effect for a term

of (the "Term") ten (10) Agreement Years from and after the Initial Delivery Date.
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ARTICLE VII
TRANSPORTATION

Section 7.1 NOVA Transporntation

The Parties acknowledge that the Gas to be sold by Seller to Buyer under this
Agreement is to be transported from each Receipt Point through the NOVA Facilities to the
Point of Delivery.

Section 7.2 NOVA Receipt Point Firm Service

Seller shall maintain a NOVA Receipt Point Service Agreement or NOVA
Receipt Point Service Agreements with NOVA for NOVA Receipt Point Firm Service effective
as and from November 1, 1998 (provided, however, that if Buyer is unable to obtain
transportation from TransCanada and Portland commencing on November 1, 1998, then such
NOVA contract(s) shall be effective as and from the date such service by TransCanada and
Portland commences, but no later than November 1, 1999), for a daily Quantity of Gas equal
o at least the MDQ plus NOVA Fuel Gas required to transport the MDQ on the NOVA
Facilities, from such Receipt Points as Seller may determine as necessary or desirable from ume
to time during the Term of this Agreement to the Point of Delivery., ‘

Section 7.3 NOVA Delivery Point Firm Service

Buyer shall maintain a NOVA Delivery Point Service Agreement with NOVA
for NOVA Delivery Point Firm Service effective as and from November 1. 1998 (provided,
however, that if Buyer is unable to obtain transportation from TransCanada and Portland
commencing on November 1, 1998, then such NOVA contraci(s) shall be effective as and from
the date such service by TransCanada and Portland commences, but no later than November 1,
1999), for a daily Quantity of Gas equal (o at least the MDQ, from the Point of Delivery to the
interconnection of the NOVA Facilities with TransCanada's facilities at Empress, Albera.
Buyer shall have the option at any time during the Term of this Agreement to assign to Seller
a portion, not to exceed the MDQ, of its NOVA Delivery Point Service Agreement and,
thereafter, Seller shall be responsible for the firm transportation under such agreement of the
Quanuty of Gas purchased by Buyer under this Agreement and the Commodity Charge under
Section 8.1 applicable to Gas purchased hereunder shall be increased by the 100% load factor
equivalent of the cost of transporting such Gas under the assigned portion of the NOVA Delivery
Point Service Agreement.

Section 7.4 Downsiream Transportation

Buyer shall maintain the NOVA Delivery Point Service Agreement. the
TransCanada Service Agreement, the Portland Service Agreement and all other necessary firm
transportation downstream of the Point of Delivery.
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ARTICLE VIII
PRICE

Section 8.1 Commodity Charge

Commencing upon the Initial Delivery Date and thereafter during the Term of
the Agreement, Buyer shall pay to Seller for each GJ of Gas delivered to the Point of Delivery
the product obtained by multiplying the Quantity of Gas delivered by the following prices (all
prices in this Agreement are expressed in Canadian dollars), with each price per GJ applicable
to all Gas delivered during the twelve Months beginning with the date specified for each such
price:

November 1, 1998 $1.775
November 1, 1999 $1.819
November 1, 2000 $1.865
November 1, 2001 $1.911
November 1, 2002 $1.959
November 1, 2003 $2.008
November 1, 2004 32.058
November 1, 2005 $2.110
November 1, 2006 $2.163
November 1, 2007 $2.217

If the Imitial Delivery Date occurs after November 1, 1998, then the above price
schedule is extended by one year with a price of $2.272 per GJ applicable for deliveries
beginning on November 1, 2008.

Section 8.2 Buver's Letter of Credit

(a} The prices specified in Section 8.1 are equivalent, on a net present value
basis at a discount rate of ten percent (10%), to a fixed price of $1.95 per GJ fixed for ten
years. In the event of an early termination of this Agreement by Buyer or a default under this
Agreement by Buyer, depending on the date of such termination or default, Seller might not
receive the fixed price of $1.95 per GJ for all of the Gas delivered to Buyer prior o such
termination or default.

(b) Thirty Days after the first quarter (three Months) of the first Agreement
Year, Buyer shall provide to Seller a letter of credit, payable to Seller, equal to the amount by
which $1.95 exceeds the price paid for Gas delivered and sold to Buyer during that first quarter
according to Section 8.1 multiplied by the Quantity of Gas acrually delivered and sold to Buyer
during such quarter. Thereafter, thirty days after the last Day in each quarter of an Agreement
Year in which $1.95 per GJ exceeds the price applicable thereto under Section 8.1, Buyer shall
provide a new letter of credit 10 Seller which increases the amount of the preceding letter of
credit by the amount by which $1.95 exceeds the price paid for Gas delivered and sold to Buyer
during such quarter according to Section 8.1 multiplied by the Quantity of Gas actually delivered
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and sold to Buyer during such quarter. Upon receipt of each new increased letter of credit.
Seller shall return the preceding letter of credit to Buyer. By this method. the letter of credi
provided by Buyer to Seller hereunder shall increase each quarter unul the first quarter of an
Agreement Year in which the price applicable thereto under Section 8.1 exceeds $1.95 per GJ.

(c) Beginning thirty days after the last day of the first quarter of an Agreement
Year in which the price paid for Gas delivered and sold to Buyer during such quarter according
to Section 8.1 exceeds $1.95 per GJ, Buyer shall provide a new letter of credit to Seller which
reduces the amount of the preceding letter of credit by the amount by which the price paid for
Gas delivered and sold to Buyer during such guarter according to Section 8.1 exceeds $1.95 per
GJ, muitiplied by the Quantity of Gas actually delivered and sold to Buyer during such quarter.
Upon receipt of each new reduced letter of credit, the preceding letter of credit shall be returned

by Seller to Buyer.

(d) Upon the termination of this Agreement by Buyer or a termination of this
Agreement by Seller due to a default by Buyer, Seller may draw on the letter of credit then held
by Seller pursuant to this Section 8.2 for the total amount of such letter of credit. The letter of
credit shall be irrevocable, payable to Seller upon demand, and have a term equal to the
remaining years in the Term of the Agreement. The letter of credit shall be drawn on a bank
satisfactory to the Seller.

Section 8.3 Market Risk Assessment

Each party represents and warrants that:

(2) The prices for Gas conuained in Section 8.1 are acceptable to Seller and
Buyer given the mutual consideration provided in this Agreement and the market outlook for Gas
prices generally over the Term; and

(b) Each Party accepts the risk described in the representation and warranty
in Section 8.3(a) above and each Party shall continue to perform its obligations to the other on
every Day during the Term notwithstanding that the prices for Gas contained in Section 8.1 may
be below or above the market price of Gas at anytime or from time to time (including, without
limitation, any extended period of time dunng the Term).

Section 8.4 Taxes

The price of Gas sold under this Agreement excludes all provincial and federal
sales taxes, goods and services taxes and other similar taxes. Any provincial or federal sales
tax, goods and services tax or other similar tax imposed by any lawful authority which by its
terms is payable by Buyer, but is to be collected and remitted by Seller shall be added to the
amount invoiced by Seller, and shall be paid by Buyer to Seller in the same manner as the

amount for Gas invoiced by Seller.
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ARTICLE X
BILLINGS AND PAYMENTS

Section 9.1 Billings and Pavments

Commencing with the earlier of November 1, 1999, or the [nitial Delivery Date,
and continuing with each succeeding Month thereafter (“Delivery Month"), Seller shall present
to Buyer, on or before the fifteenth (15) Day of the Month following each Delivery Menth, an
invoice showing the Quantity and the Heating Value of the Gas, if any, delivered on each Day
during the Delivery Month, the GIC, if any, and the total amounts and charges due and payable
to Seller for such Gas. If the actual Quantity of Gas soid, delivered or caused to be delivered
during the Delivery Month is not known or available in time to prepare the invoice. Seller shall
estimate the amounts based on Selier’s reasonable estimate of the Quantity of Gas sold. delivered
or caused to be delivered to Buyer. Seller shall provide, in the succeeding Month's invoice, an
adjustment based on any differences between the estimated quantities and the actual Quantity of
Gas delivered to Buyer during the Delivery Month.

Section 9.2 Payment

Subject to the provisions of Section 9.7 hereof, Buyer agrees to pay Seller in
immediately available funds the amount invoiced under Section 9.1 hereof at Seller’s address.
as designated in Article XVIII hereof, on or before the twenty-fifth (25th) Day of the Month :n
which such billing invoice is presented to Buyer. If presentation of an invoice to Buyer occurs
after the fifteenth (15th) Day of a Month, then the payment date shall be postponed by a period
equal to the number of Days elapsed berween the fifteenth (15th) Day of the Month and the Day
on which the invoice was actually received by Buyer.

Section 9.3 Verificaton

Each Party shall have the right at reasonable hours and upon reasonable rotice
to examine, on any Business Day on which either Party is open for business. the books. records
and charts of the other Party relating to the previous twenty-four (24)month period 10 the zxtent
necessary to verify the accuracy of any statement, chart or computation made under or pursuant
to the provisions of this Agreement.

Section 9.4 Security

No later than thirty Days before the Initial Delivery Date, Buyer shall provide
Seller a letter of credit as security for Buyer's payments to Seller for Gas delivered and sold w0
Buyer hereunder. The value of the letter of credit shall be equal to 55 days multiplied by the
MDQ and multiplied by the price specified in Section 8.1 and applicable to that first Agreement
Year. A new letter of credit shall be provided on the first Day of each subsequent Agreement
Year, at an increased amount equal to 55 days multiplied by the MDQ and multiplied by the
price specified in Section 8.1 and applicable to such Agreement Year. Upon receipt of each new
letter of credit under this Section 9.4, Seller shall return the preceding letter of credi: to Buyer.
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Each letter of credit shall be irrevocable, payable to Seller and draw on a bank reasanably
satisfactory to Seller.

Section 9.5 Interest on Late Pavments

Should Buyer fail to pay the undisputed amount of any invoice when due
pursuant to Section 9.2 or should Selier fail to pay the undisputed amount of any invoice when
due pursuant to Section 3.1(b), interest at the Interest Rate shall accrue on the unpaid portion
of the invoice calculated and compounded monthly from the date payment was due until payment

is made.
Section 9.6 Failure to Pav

Should Buyer fail to pay the undisputed amount of any invoice when due
hereunder, Seller shall give Buyer five Business Days prior written notice of such non-payment
and Seller's intention to suspend deliveries and draw on the letter of credit provided under
Section 9.4. 1f Buyer does not make such payment prior to the expiration of such five Business
Days, then Seller may, in its sole discretion, draw on the letter of credit provided under Section
9.4 for the amount of such undisputed payment and/or suspend deliveries of Gas hereunder.
Upon payment of the undisputed amount or, in the case of a draw on the letter of credit by
Seller, reinstatement of the letter of credit to its original amount, Seller shall immediately
resume deliveries of Gas to Buyer hereunder. In the event of such a suspension by Seller, Buyer
shall remain responsible for payments due for the GIC.

Section 9.7 Corrections of Errors

In the event either Party determines that there is an error in the amount billed
in any invoice rendered by Seller, the error shall be adjusted within thirty (30) Days of a final
determination of whether an error has occurred; provided, however, any claim therefor shall
have been made within sixty (60) Days from the Day the error was determined. If the error
resulted in an overcharge and the invoice has been paid, Seller shall refund the amount of the
overcharge with interest at the Interest Rate from the Day the overcharge was paid until the date

of the refund to Buyer.

Section 9.8 Non-Busipess Davs

If the payment date under this Article IX falls on a Day that is not a Business

Day, then the payment date shall be the nearest Business Day prior 1o the date that the payment

is otherwise due.
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ARTICLE X
POINT OF DELIVERY

Section 10.1  Point of Delivery

The Point of Delivery for the Quantity of Gas to be sold and delivered by Seller
hereunder for purchase and receipt by Buyer or for Buyer's account shall be the NOVA

[nventory Transfer.

ARTICLE XI
DELIVERY PRESSURE

Section 11.1  Deliverv Pressure

The Quantity of Gas sold, delivered or caused to be delivered by Seller to Buyer
at the Point of Delivery shall be at the pressure required by NOVA, as set forth by NOVA in
its effective gas tariff, as amended or modified from time 1o time and as approved by the NEB.

ARTICLE XII
QUALITY

Section 12.1 Qualiry

The quality of the Quantity of Gas delivered under this Agreement shall meet
or exceed the minimum quality specifications established by NOVA in its effective gas tariff.
as amended or modified from time to time and as approved by the NEB.

Section 12.2  Non-Conforming Gas

Buyer shall not be obligated to receive and purchase Gas hereunder that fails
to conform to the specifications set out in this Article XII; provided, however, should Buyer
accept deliveries of any such Gas, Buyer shall nevertheless pay Seller for such Gas received and
accepted at the price payable pursuant to Article VIII.

ARTICLE XIII
MEASUREMENT OF GAS

Section 13.1  Unit of Measure

The unit of measure for the Quantity of Gas received by or delivered to Buyer
at the Point of Delivery shall be one GJ. GI's delivered to Buyer at the Point of Delivery as
specified in Section 10.1 hereof shall be determined by multiplying the applicable Volume of
Gas sold, delivered or caused to be delivered to Buyer by the applicable Heating Value of Gas.
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Section 13.2  Meters

Meter(s) and other related equipment and facilities installed and maintained by
NOVA at the Receipt Point and at the Point of Delivery shall be the exclusive method and
means of determimung the Quantity of Gas, the Volume of Gas and the Heating Value of Gas
sold, delivered or caused to be delivered to Buyer under this Agreement.

Section 13.3 Reading and Testine

Reading, testing, calibration and adjustment of any NOVA meter(s) and related
measurement equipment shall be performed according to NOVA's effective gas tariff, as
amended or modified from time to time and as approved by the NEB.

Section 13.4 Meter Records

Each Party shall cooperate and endeavor to obtain and make available to the
other Party the charts and records relating to NOVA meters and other related equipment to the
extent that such charts and records pertain to the Quantity of Gas delivered under this Agreement

to Buyer.

ARTICLE XIV
POSSESSION, TITLE AND WARRANTY

Section 14.1 Possession and Title

Possession of and title to Gas sold by Seller to Buyer hereunder shall pass from
Seller to Buyer at the Point of Delivery. As between Seller and Buyer, until the Gas reaches
the Point of Delivery, Seller shall be deemed to be in exclusive control and possession and have
title 10 the Gas and be responsible for any loss, damage or injury caused thereby for such Gas.
and shall indemnify Buyer and save it harmless from all suits, actions, debts, accounts, damages,
costs, losses and expenses arising from or out of adverse claims of any or ail persons relating
10 the Gas or 10 taxes, license fees or charges therein, that are applicable at or before the title
to the Gas passes to Buyer. As between Seller and Buyer, upon delivery of Gas at the Point of
Delivery, Buyer shall be deemed to be in exciusive control and possession of and have tile to
the Gas and be responsible for any loss, damage or injury caused thereby for such Gas. and shall
indemmnify Seller and save it harmless from ail suits, actions, debts, accounts, damages, cosis.
losses and expenses arising from or out of adverse claims of any or all persons retating to the
Gas or 1o taxes, license fees or charges therein, that are applicable after the title 1o the Gas

passes to Buyer.

Section 14.2 Warranty

Seller warrants that at the time of delivery Seller shall have good title to all gas
sold and delivered to Buyer under this Agreement free and clear of all liens, encumbrances and
claims whatsoever and that Seller shall indemnify Buyer and save it harmless from all suits,
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actions, debts, accounts, damages. costs, losses and expenses arising from cr out of adverse
claums of any or all persons relating to the Gas or to royalties, taxes. licensz fees or charges
thereon, that are applicable before the title 1o the Gas passes to Buyer.

ARTICLE XV
FORCE MAJEURE

Section 15.1 Burden of Proof

In the event that the Parties are unable in good faith o agree that an Event of
Force Majeure has occurred, the Parties shall submit the dispute for resolution pursuant to
Article XX hereof; provided, however, the burden of proof as to whether an Event of Force
Majeure has occurred shal! be upon the Party claiming an Event of Force Majeure.

Section 15.2  Event of Force Majeure

If either Party is rendered wholly or partially unable tc perform its obligations
under this Agreement because of an Event of Force Majeure that Party shall be excused from
whatever performance is affected by the Event of Force Majeure to the extent so affected;

provided, however:

(a) the non-performing Party, as soon as reasonabl: practicable after learning
of the occurrence of the inability to perform due to an Event of Force Majeure, provides written
notice to the other Party giving the particulars of the occurrence, including an estimation of its
expected duration and probable impact on the performance of its obligations under this
Agreement, and continues to furnish timely regular reports with respect thereto during the Event

of Force Majeure;

(b) the non-performing Party shall exercise all rzasonable efforts to continue
to perform its obligations under this Agreement and o remedy expeditiously its inability (o so

perform;

(c) the non-performing Party shall provide the other Party with prompt
notification of the cessation of the Event of Force Majeure giving rise to the excuse from
performance; and

(d) no obligation of either Party that arose prior to the occurrence of the Event
of Force Majeure shall be excused as a result of the occurren.e.

Section 15.3  Seulement of Strikes, Lockouts ther Labour Disputes
Nothing in this Article XV shall require the settlement of any strike, walkout,

lockout or other labour dispute on terms that, in the sole judgement of the Party involved in the
dispute, are contrary to that Party's interest. It is understood and agreed that the settlement of
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strikes, walkouts, lockouts, or other labour disputes shall be entirely within the discretion of the
Party having the difficulty.

Section 15.4  Force Majeure Curtailment

(a) In the event that, as a result of an Event of Force Majeure, Seller is
rendered unable on any Day, wholly or in part, to sell and deliver the quantity of natural gas
that Seller’'s customers have requested for such day, then Seller shall curtail deliveries to such
customers (including Buyer hereunder) in the following order of priority:

(1) first, under natural gas sales contracts on a non-firm Basis;

(i1) second, under narural gas sales contracts on a Firm Basis, including this
Agreement; provided, however, to the extent that Seller is required by such Event of Force
Majeure to curtail delivenes under natural gas sales contracts on a Firm Basis, such deliveries
shall be curtailed on a pro rata basis in the proportion of the MDQ under this Agreement to the
MDQ (or its equivalent) under all of Seiler’s natural gas sales contracts of a similar nature,
unless required to the contrary by any law, regulation, or prior contractual commitment.

(b) In the event that, as a result of an Event of Force Majeure, Buyer is
rendered unable on any Day, wholly or in part, to accept at the Point of Delivery and transport
to and use at the Buyer’s Facility the Quantity of Gas that Buyer is obligated to purchase from
Seller for such day, then Buyer shall curtail purchases from all suppliers at the Point of Delivery
(including Buyer hereunder) in the foilowing order of priority:

(1) first, under natural gas sales contracts on a non-firm Basis;

(i1) second, under natural gas sales contracts on a Firm Basis, including this
Agreement; provided, however, to the extent that Buyer is required by such Event of Force
Majeure to curtail purchases under natural gas purchase contracts on a Firm Basis, such
purchases shall be curtailed on a pro rata basis in the proportion of the MDQ under this
Agreement to the MDQ (or its equivaient) under all of Buyer’s natwral gas purchase contracts
of a similar nature, unless required to the contrary by any law, regulation, or prior contractual
commitment. '

Section 15.5 Impossibility of Performance due to an Event of Force Majeure

In the event that any final, nonappealable binding order of any court or
administrative jurisdiction prevents Seller from delivering or Buyer from accepting all Gas under
this Agreement for more than twelve (12) consecutive Months and such order is expected to
remain effective for the remaining Term of this Agreement, either Party may terminate this
Agreement without continuing liability by either Party to the other Party upon sixty (60) Day’s
written notice to the other Party; provided, however, that such termination shall not be effective
if, during such sixty (60) Day period, such order is vacated, reversed, remanded or otherwise
rendered ineffective with respect to the obligations of the Parties hereunder. The Party that will
be prevented by such order from performing hereunder shall use all reasonable efforts to prevent
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the issuance of such order and, if such order is issued, to have such order vacated, reversed.
remanded or otherwise rendered ineffective with respect to such Party’s obligations hereunder.

ARTICLE XVI
LAWS AND ULATORY BOD

Section 16.1 Laws and Regulatory Bodies

This Agreement and the rights and obligations of the Parties hereunder are
subject to all applicable present and future laws, rules, regulations, acts, restraints. and orders
of any regulatory or legislative body or other duly constituted authority having jurisdiction over

Seller or Buyer.

ARTICLE XVII
TRANSFER AND ASSIGNMENT

Section 17.1  Assignments

(a) Except as specified in Sub-section 17.1(b). (¢}, (d) or (e) hereof. the rights
and obligations of the Parties to this Agreement may not be assigned by either party except upon
the express written consent of the other Party, which consent shall not be unreasonably withheld.
In the event such an assignment is made and consented to, the assigning Party shall be released
and discharged from all obligations to the other Party hereunder thereafter arising, and such
assignee shall be substituted in place of the assigning Party herein.

(b) Either Party shall have the right, without the consent of the other Party,
but upon notice to the other Party, to assign this Agreement to any entity owned by. under
common ownership with, or owning the assigning Party, or, in the case of Buyer. o a
partnership or other entity organized for the purpose of developing, constructing, owning and
operating Buyer's Facility, and in which Buyer or an affiliate of Buyer holds an equity interest.
Upon such assignment, the Party assigning will not be released from any obligation or liability
arising or accruing under this Agreement without the written consent of the other Party. Such

consent shall not be unreasonably withheld.

(c) Buyer shall also have the right, without Seller’s consent, to assign all of

its rights and interest (but not its obligations) under this Agreement to the Financing Parties as

security for Buyer’s obligations under the Financing Documents. Seller acknowledges that upon
an Event of Default by Buyer under the Financing documents, any of the Financing Parties may
(but shall not be obligated to) assume, or cause its designee or a new lessee or purchaser of
Buyer's Facility to assume, all of the interests, rights and obligations of Buyer thereafter arising
under this Agreement. If the rights and interests of Buyer in this Agreement shall be assumed,
sold or transferred as hereinbefore provided, Buyer shall be released and discharged from, and
the assuming Party shall agree in writing to be bound by and to assume, the terms and
conditions of this Agreement and any and all obligations to Seller arising or accruing hereunder
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(whether before or after the date of such assumption) and Seller shall continue this Agreement
with the assuming Party as if such person had thereafter been named as Buyer under this
Agreement. Notwithstanding any such assumption by any of the Financing Parties or a designee
thereof, or under a general assignment, Buyer shall not be released and discharged from and
shall remain liable for any and all obligations to Seller arising or accruing hereunder prior (0

such assumption.

(d) The provisions of Section 19.2 hereof and this Section 17.1 are for the
benefit of the Financing Parties as well as the Parties hereto, and shall be enforceable by each.
Seller hereby agrees that none of the Financing Parties, or any bondholder or participant for
whom they may act, shall be obligated to perform any obligation or be deemed to incur any
liability or obligation provided herein on the part of Buyer or shall have any obligation or
liability to Seller with respect to this Agreement, except as provided in Section 19.2 hereof and
this Section 17.1.

ARTICLE XVIII
NOTICE

Section 18.1 Notice

Except as provided in Paragraph 4.1(a)(ii) hereof, every notice, statement, bill
or nomination provided for in this Agreement shall be in writing directed to the Party 10 whom
given, made or delivered at such Party’s address as follows (or as otherwise directed in writing

by such Party):

SELLER: Beau Canada Exploration Ltd.
47th Floor, Petro Canada Centre - West T
150 - 6th Avenue S. W,
Calgary, Ailberna
T2P 3Y7
Attention: Manager, Marketing
Telephone:  (403) 750-3400
Fax: (403) 233-2565

BUYER: Androscoggin Energy LLC
Suite 170, 650 Dundee RD
Northbrook, IL USA 60062

Attention:
Telephone:  (847) 559-9800
Fax: (847) 559-1805
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FINANCING PARTIES:

As Buyer may specify from time to time

Either Party may change its address from time to time by giving written notice of such change
to the other Party. Any notice, communications, nomination, or statement or other document
given or delivered under this Agreement by mail shall be deemed received by the addressee at
the end of the third Business Day after the date of mailing by prepaid registered or certified mail
in the United States or Canada; provided, however, at any time when there is a strike affecting
delivery of United States or Canadian mail, all such deliveries shall be made by hand, ovemight
courier or by telecopier. If any such notice, communication, nomination, statement, or other
document is delivered by hand, overnight courier or by telecopier to the addressee, it shall be
deemed to have been received by the addressee as soon as such delivery or transmission has

been effected.

ARTICLE XIX
DEFAULT AND REMEDIES

Section 19.1  Definition

(a) An Event of Default under this Agreement shall be deemed to exist upon
the occurrence of any one or more of the following events:

(1) Failure by either Party to make payment of any amounts due to the
other Party under this Agreement, and that failure continues for a
pericd of thirty (30) Days after such payment is due; or

(i1) Failure by either Party to perform fully any other matenal
provision of this Agreement, including, without limitation, Seller’s
obligations under Article V hereof, and (a) such failure continues
for a period of thirty (30) Days after written notice of such non-
performance from the other Party or (b} if within such thirty (30)
Day period the non-performing Party commences and proceeds
with due diligence to cure the failure and failure is not cured
within one hundred eighty (180) Days or such longer period of
time agreed to by the Parties in writing as being necessary for the
Party to cure the failure with all due diligence; or

(iii)  If by order of a court of competent jurisdiction, a receiver or
liquidator or trustee of either Party or of any of the property of
either Party shall be appointed, and such receiver or liquidator or
trustes shall not have been discharged within a period of sixty (60)
Days: or if by decree of such a court, either Party shall be
adjudicated bankrupt or insolvent or any substantial part of the
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property of such Party shall have been sequestered. or such decree
shall have continued undischarged and unstayed for a period of
sixty (60) Days after the entry thereof; or if a petition to declare
bankruptcy or to reorganize either Party pursuant to the provisions
of any applicable bankruptcy law, or pursuant to any other similar
law applicable to such Party, shall be filed against such Party and
shall not be dismissed within sixty (60) Days after such filing; or

(iv)  If either Party shall file 2 volunwary petition in bankruptcy under
any provision of any applicable bankruptcy law or shall consent to
the filing of any bankruptcy or reorganization petition against it
under any similar law; or, without limitation of the generality of
the foregoing, if either Party shall file a petition or answer or
consent seeking relief or assisting in seeking relief in a proceeding
under any bankruptcy law, or pursuant to any other similar law
appiicable to such Party, or an answer admining the material
allegations of a petition filed against it in such a proceeding; or if
either Party shall make an assignment for the benefit of its
creditors; or if either Party shall consent to the appointment of a
receiver or receivers, oOr trustee or trustees, or liquidator or
liquidators of it or of all or of any part of its property: or

(b) Subject to the limitation in Section 19.3, in the event of an Event of
Default, the non-defaulting Party may proceed to exercise any remedy provided under this
Agreement or existing at law or in equity. [f one Party believes in good faith that no Event of
Default has occurred, and promptly informs the Party asserting the existence of the Event of
Default of thus belief, then the Parties shall enter negotiations in an attempt to resolve the
dispute; provided, however, if either Party believes in good faith that negotiated resolution to
the dispute 1s unlikely, then the Party may proceed to exercise any and all remedies available
under this Agreement or existing at law or in equity.

Section 19.2  Remedies for Breach

Subject to the limitations in Section 19.3, during any Event of Default, the Party
not in default shall have the right:

(a) to terminate this Agreement upon ten (10) Days written notice to the .
defaulting Party provided however that Seller has no right to terminate this Agreement on
account of an Event of Default on the part of Buyer so long as Buyer makes payment of sums
due to Seller under this Agreement: or

(b) notwithstanding Section 19.3, with respect to non-payment by Buyer of
undisputed sums due Seller, Seller may elect to suspend deliveries five (5) Days after the date
on which notice of non-payment was given to Buyer. Thereafter, subject to the limitations in
Section 19.3, Seller thereafter has the right to terminate this Agreement in accordance with Sub-
section 19.2(a); or
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(c) to pursue any other remedy provided under this Agreement, or now or
hereafter existing at law or in eguity or otherwise.

Section 19.3  Limitation

Notwithstanding Sections 19.1 and 19.2 and any other provision of this
Agreement, if an Event of Default occurs as described in Sub-section 19.1 (a)(ii) from a failure
to deliver by Seller under Article III or IV or a failure of warranty of adequate gas supply under
Article V, then Buyer shail have the right to terminate this Agreement upon ten (10) Days
written notice 10 Seller as described in Sub-section 19.2(a). If Buyer elects to so terminate this
Agreement, Seller shall be released from all obligations and liabilities under this Agreement
(including without limitation Buyer’s remedy of Cover Gas under Sub-section 3.1(b)). In the
case of an Event of Default by Buyer, Seller shall provide the Financing Parties with notice of
such Event of Default at the same time such notice is provided to Buyer and the Financing
Parties shall have the right (but not the obligation) for ninety (90) Days after such notice to cure
the Event of Default on behalf of Buyer or assume or cause its designee or cause a lessee or
purchaser of Buyer's Facility to assume, all of the rights and obligations of Buyer under this
Agreement ansing before and after the date of such assumption

Section 19.4  Financing Parties

In the event that any of the Financing Parties or its designee assumes that
Agreement in accordance with Section 19.3 hereof:

(a) Buyer shall remain liable for any and all obligations to Seller arising or
accruing hereunder prior to such assumption. Buyer shall be released and discharged from any
obligations to Seller arising or accruing hereunder from and after the date of such assumption:

(b) Seller shall continue this Agreement with any of the Financing Parties or
its designee, as the case may be, substituted in the place of Buyer hereunder; and

(c) If the assuming Party is any of the Financing Parties, such Party shall be
liable to Seller for the performance of any and all obligations to Seller under this Agreement,
whether arising prior to or after the date of such assumption.

ARTICLE XX
ARBITRATION

Section 20.1  Arbitration

Notwithstanding any other provisions of this Agreement, any controversy arising
out of this Agreement may be submitted to Arbitration by either Party. Any Arbitration
conducted hereunder shall be conducted in accordance with the rules of the British Columbia
International Commercial Arbitration Centre (the "BCICAC") except as such BCICAC rules may
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be modified by the provisions of this Article XX and such Arbitration proceedings shall be
conducted in accordance with the provisions of this Article XX.

(a) Any Party hereto (the "Initiating Party”) may commence Arbitration
proceedings by serving Notice on the other party hereto (the "Receiving Party"), which Notice
shall contain the name of one Arbitrator who would either function as a single Arbitrator, if the
Receiving Party consents, or as one of a panel of three Arbitrators if the Receiving Party does
not so consent. Within 14 Days after receipt of such Notice, the Receiving Party shall serve
Notice on the Initiating Party, which Notice shall contain either a consent to the Initiating Party's
Arbitrator functioning as a single Arbitrator or the name of a second Arbitrator to function as
a member of an Arbitration Board.

(b) If the Receiving Party fails either to consent to a single Arbitrator or to
name a second Arbitrator, then the Initiating Party’s Arbitrator shall function as a single
Arbutrator. If both Parties appoint their own Arbitrator, the two Arbitrators so appointed shall
name a third Arbitrator or, if they fail to do so within 14 Days of the second Arbitrator’s
appointment, the Parties shall promptly meet and shall attempt to agree upon and to appoint such
third Arbitrator. If the Parties are unable to agree within such 14 Day period on the choice of
a third Arbitrator then, upon request by either Party, the third Arbitrator shall be appointed by
the BCICAC.

(c} The single Arbitrator (the "Arbitrator”) or the three Arbitrators (the
"Board") appointed hereunder shall be generally knowledgeable in the area of gas production,
transportation, marketing and distribution and in the area of development, construction and
operation of gas-fired, electric power generation facilities, and shall be qualified by education
or experience to decide the particular matters in dispute, and shall not be employees or agents
of or otherwise have any interest in either Party or of any of their affiliates.

(d) All Arbitration proceedings shall be administered by the BCICAC in
accordance with its “Procedures for Cases”, and the rules governing in Arbitration proceedings
shall be the "Rules for International Commercial Arbitration and Conciliation Proceedings” in
the BCICAC, except where such rules are in conflict with the specific provisions of this Article
XX, in which case the latter shall be paramount and prevail. The place of any Arbitration shall
be in Vancouver, British Columbia.

(e) The Arbitrator or the Board (or the majority thereof), as the case may be.
shall render a decision within 45 Days after an appointment of the Arbitrator or the third
Arbitrator on the Board, as the case may be, subject to any reasonable delay due to unforeseen
circumstances. The decision of the Arbitrator, or the decision of the Board (or a majority
thereof), shall be made in writing and shall be final and binding upon the Parties, as to the
matters submitted to Arbitration, and the Parties shall abide by and comply with the decision.
The Parties shall execute, acknowledge and deliver all such documents or assurances as may be
necessary to unplement the decision. The written decision of the Arbitrator or the Board (or a
majority thereof), as the case may be, may be issued with or without a written opinion and shall
be issued expeditiously; provided, however, that umplementation of and compliance with the
decision shall not be delayed pending the issuance of a written opinion.
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(f)  If a decision is not rendered by the Arbitrator or the Board (or a majority
thereof), as the case may be, within the period specified in Sub-Section 20.1 (e), either Party
hereto may serve Notice on the other Party requiring that at a new Arbitrator or Arbitrators, as
the case may be, be appointed in accordance with the procedures set forth in this Article XX.

(g) Each Party shall bear the expense of prosecuting its own case and each Party
shall each pay the compensation and expenses of its named Arbitrator when a Board is selected.
The compensation and expenses of an Arbitrator acting as the sole Arbitrator or the third
Arbitrator of any Board and all administration costs of the Arbitration shall be paid in equal
portions by the Parties.

(h) The fatlure of either Party hereto to participate in an Arbitration
proceeding as scheduied by the Arbitrator or the Board, as the case may be, shall not delay the
proceeding. If a Party fails to participate, the Arbitrator or the Board, as the case may be, shall
issue a decision as though the non-participating party were a participant in the Arbitration
proceeding and the decision shall be final and binding on such non-participating Party, in
accordance with Section 20.1 (e).

(1) Except as herein otherwise expressly provided, in this Article XX, the
provisions of the International Commercial Arbitration Act (British Columbia), as amended from
time to time, and any successor legislation, shall apply to all Arbitration proceedings conducied
pursuant to the provisions of this Article XX.

(j) Whenever there is an Arbitration proceeding under this Article, operations
under this Agreement shail continue in the same manner as they were conducted before the
Arbitration proceeding is commenced, without prejudice to either Panty, pending a decision in
the Arbitration proceeding.

ARTICLE XXI
MISCELLANEOUS PROVISIONS

Section 21.1  Captions

The headings used throughout this Agreement are inserted for reference
purposes only and are not to be considered or taken into account in construing the terms or

provisicas of any Articie or Section hereof nor to be deemed in any way to qualify, modify or

explain the effect of any such provisions or terms.

Secticn 21.2  Qther Agreements

This Agreement constitutes the entire Agreement between the Parties relaung
to the subject matter hereof and supersedes any other agreements, written or oral, between the
Parties concemning such subject matter.
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Section 21.3  Binding Effect

The terms and provisions of this Agreement, and the respective rights and
obligations hereunder of Seller and Buyer, shall be binding upon, and inure to the benefit of,
their respective successors and permirted assigns.

Section 21.4  Non-Waiver of Defaults

No wajver by either Party of any default of the other Party under this
Agreement shall operate as a waiver of a future default whether of a like or different character.

Section 21.5 Writen Amendments

No modifications of the terms and provisions of this Agreement shall be or
become effective except by written amendment executed by the Parties.

Section 21.6  Severability and Regeneration

Should any provision of this Agreement for any reason be declared invahd or
unenforceable by final and unappealable order of any court or regulatory body having
jurisdiction, such decision shall not affect the validity of the remaining portions, and the
remaining portions shall remain in force and effect as if this Agreement had been executed
without the invalid portion. In the event any provision of this Agreement is so declared invalid
or unenforceable, the Parties shall promptly renegotiate in good faith new provisions to eliminate
such invalidity or unenforceability and to restore this Agreement as nearly as possible 10 ils
original intent and effect.

Section 21.7  Survival

Any provision(s) of this Agreement that expressly or by implication comes into
or remains in force following the termination or expiration of this Agreement shall survive the
termination or expiration of this Agreement.

Section 21.8  Further Assurances

The Parties shall execute such additional documents reasonably required
including, without limitation, a consent to assignment or similar documents, and shail cause such
additional action to be taken as may be required or, in the judgement of any party. may be
necessary or desirable, to effect or evidence the provisions of this Agreement and the
transactions contemplated hereby.

Section 21,9  Limitation of Liability

Notwithstanding anything else in this Agreement, neither Party, nor any of its
directors, trustees, agents, officers or employees will be liable whether in contract or tort to the
other Party, its directors, trustees, agents, officers or employees for incidental. specific, indirect
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or consequential damages of any nature connected with or resulting from performance or breach
of this Agreement.

o . Section 21.10 Governing Law

This Agreement shall be governed and interpreted in accordance with the laws
of ‘the Province of Alberta.

® IN WITNESS WHEREOF, intending to be legally bound, the Parties hereby
have caused this Agreement to be entered into by their duly authorized officers and attested to
by their respective secretaries, as of the Day and Year first above written.

ATTEST: BEAU CANADA EXPLORATION LTD.
® .,LR,%(M——N\% by: ﬁ . 617_‘ y /
title: 2nn £ Vogel CFE.T.

Manager. Marketng

ATTEST: ANDROSCOGGIN ENERGY,.LLC
o ;
. Q;u%ﬂfﬁ g

title:
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GAS SALES ACREEMENT

between

BEAU CANADA EXPLORATION LTD.

AND
ANDROSCOGGIN ENERGY LLC

Datcd as of June 34, 1997.
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FIRST AMENDMENT TO GAS SALES AGREEMENT

This FIRST AMENDMENT TO GAS SALES AGREEMENT (this "First
Amendment”) is made as of the 30th day of June 1997, by and between BEAU CANADA
EXPLORATION LTD., an Alberta corporation ("Sciler™), and ANDROSCOGGIN ENERGY
® LLC. a Delaware limited Lability corporation {“Buyer").

WITNESSETH
WHEREAS, Scller and Buyer entered into a Gas Sales Agreement dated as of
° January 27, 1997 (“Agresment”), whereby Scller agreed to sale and deliver and Buyer agresd

to purchase and accept delivery of cerwin quantities of patural gas:

WHEREAS, Buyer and Seller desire to amend the Agreement as more fully
described in this Amendment; and

NOW, TUEREFORE, inconsideration of the mutual covenants and agresments
herein conuined and intending to he legally bound, Seller and Buyer agree as follows:

H ) Section 1 DPefnitany

. (a) For purposes of this Amendment, cxcept where another meaning is
expressly stated, all capirtalized words and phrases shall have the meanings set forth in the
Agreement

(b) The definition of "Agresment Yeur” contained in the Agrcoment is
replaced in its entirety by the following definition:

"Agreemment Year® means 3 period of twelve (12) consecutive Months beginning
on November 1st of each year subsequent to the year in which the [nitial Delivery Date
occurs; the first Agrcement Year shall begin with the Initial Delivery Date hercunder 2nd
cnd on the November 1st next following and the tenth Agreement Yeur shall begin on
November 1st following October 31st of the ninth Agreement Year and end on the teath
anniversary of the lnitial Delivery Datc: and provided that in any Agresment Ycar
containing less than or more chan 363 Days, the vbligations of the parties hercunder shall
e be prorated bascd on a fraction. the numerator of which is the number of Days in the

Agrzznent Year in question ¢nd the denominator of which is 365, or 366 in any vear
that includes Fsbruary 9.

(c) The defimtion of "Muximum Daily Quantity " contained in the Agrezment
® is replaced in its entirety by the following definition:

.’ "Maximun Dalv Quantity” or "MDQ” means a Quantity of Gas equal o 4,100
GJ per Day.
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Section 2 -0mmeodi are

(a) Section 8.1 Commaditv Charge of the Agresment is replaced in its entircty
by the following:

Commencing upon the Initial Delivery Date and thercafter during the
Term of the Agreement. Buyer shall pay to Seller for each GJ of Gas delivered
1o the Poinc of Delivery the product obtained by multiplying the Quanurty of
Gus delivered by the following prices (all prices in this Agrecroent are
expressed in Canadian dollars), with cach price per GJ applicable 0 all Gas
delivered during the twelve Months beginning with the date specified for each

such price;
November 1, 1998 £1.780
November 1. 1999 $1.825
Novcmber 1, 2000 $1.870
November 1, 2001 $1.916
November 1, 2002 $1.965
November [, 2003 $2.014
November 1, 2004 $2.064
November 1. 2005 $2.115
November 1, 2006 $2.168
November 1, 2007 $2.222

If the Initial Delivery Date occurs after November 1, 1998, then the above
price sehedule is extended by one yeur with a price of $2.278 per GJ applicahlc
for deliveries heginning on November 1, 2008.

(b) Section 8.2 Ruver'y Lener of Credjt of the Agrecment is amcnded hy
replacing the price of "$1.95" each time it appears in Section $.2(a). (b) and (c) with the new
price of "S1.96",

Section 3 Prics of Test Gas Prior to Initial Deliverv Date

Section 3.2 Deliveries Pror to Initja]l Dejiverv Date of the Agreement is
amended by replacing the price of "$1.775" with the new price of "$1.780".

Section 4 Effect of Amendment

Except as expressly modificd by this Amendment, all of the terms and
conditicns of the Agrezment remain unchanged. This Amendment is expressly incorporated into
urd made a pant of the Azrecment. The Agreement, us modified by this Amendment, shall be
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binding on the Parties and shall continue in full force and effect in accordance with ail of the
provisions ot the Agreement.

IN WITNESS WHEREOF, intending to be legally bound, the Partics herchy i
have caused this Amendment to be entered into by their duly authorized officers and atesied 1o
by their respective secretaries, as of the Day and Year first above written.

ATTEST: BEAU CANADA EXPLORATION LTD.

Mo M ' by: KDV(/M

title: __ gen&-Vogohl-E.T.

Manager, Marketng

ATTEST: ANDROSCOGGIN ENERGY LLC
MA&Z L«?ﬁ : by:
title: 757 7
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GAS SALES AGREEMENT
between
PRODUCERS MARKETING LTD.
AND
ANDROSCOGGIN ENERGY LLC

Dated as of February /%, 1997.
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This GAS SALES AGREEMENT (this "Agreemsnt”) is made as of the _/Zdzy
of February 1997, by and berwesn PRODUCERS MARKETING LTD., an Alberta corporation
("Seller”)., and ANDROSCOGGIN ENERGY LLC, a Delaware limited liability corporation
{"Buyer").

WITNESSETH
WHEREAS, Seller is engaged in the business of marketing natural gas;

WHEREAS, Buyer proposes to construct, own and operate a parural gas-fired
elecric geperation facility in the City of Jay, State of Maine, which facility is expected, but not
guaranreed, to commence commercial operation by November 1, 1998;

WHEREAS, in accordancs with the terms and conditions of this Agresment,
Seller is prepared to sell and deliver on a Firm Basis (as defined herein), and Buyer is prepared
to purchase and receive on a Firm Basis, Gas required for the operation of Buyer's Facilirty (as
defined herein);

WHEREAS, Buyer has or shall have received all required material
governmental authorizations 1o construct and operate Buyer's Facility;

WHEREAS, Buyer has entered or shall enter into natural gas ransportation
contracts which shall provide Buver the necessary transportation services for the delivery of the
Quantity of Gas (as defined herein) to be sold and delivered, or caused 1o be delivered, by Seller
0, or for the account of, Buyer at the Point of Delivery (as defined herein) for further
tansportation by Buyer to Buyer's Facility; and

NOW, THEREFORE, in coasideration of the murual covenants and agreements
nerein contaiced and intending to be lezally bound, Seller and Buyer agree as follows:

ARTICLE I
DEFINTTIQNS OF TERMS

‘Section 1.1 Definitions

For purposes of this Agreement all appendices and recitals, exc=pt whers
apother meaning is expressly stated, the following capitalized words and phrases shall have the
following meanings:

"Actua] Purchased Quantitv” shall have the meaning set forth in Scbsection 3.5
{(b) hereof.

"AEUB" means the Alberta Energy Utilities Board, or its SuCCessor.
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¢" means the listing of natural
gas reserves designated by AEUB.

-+ "Agreement Year” means a peried of twelve (12) consecutive Months beginning
on November 1st of each year subsequent to the year in which the Initial Delivery Date cccurs;
the first Agreement Year shall begin with the Initial Delivery Date hereunder and end on the
November 1st next following and the tenth Agreement Year shall begin on November 1st
following October 31st of the ninth Agresmenat Year and end on the tenth anniversary of the
[nirial Delivery Date; and provided that in any Agreement Year containing less than or more
thap 365 Days, the obligations of the parties hereunder shall be prorated based on a fraction, the
oumerator of which is the number of Days in the Agresment Year in question and the
denominator of which is 365, or 366 in any year that includes February 29.

"Annual Purchase Deficiencv” shall have the meaning set forth in Section 3.3
(b).

“Arbitration” shall have the meaning set forth in Article XX.
"Arbirrgror” shall have the meaning set forth in Article XX.
"Board" stall have the meaning set forth in Article XX.
"BCICAC" shall bave the meaning set forth in Section 20.1 hereof.

"Business Dav" means any Day other than Saturday, Surnday or other Day on
which banks are authorized 1o be closed in the State of Maine or in the Province of Alberta.

"Buver's Tacility” means the electric generation facility to be constructed by
Buyer near Inrernational Paper Company's facility located near the Ciry of Jay, State of Maine.

"Canadian Regqulatorv Autherities” means each governmental agency or other

authority in Canada, which has jurisdiction over the subject marer of this Agreemeant including,
without limitation, the Alberta Energy Utlities Board, the Alberta Lieutenant Govemor in
Council, the National Energy Board and the Governor in Council for Canada.

te Supplv Pool” means the aggregate quanticy of gas reserves available
(o Seller under its "net back basis™ contracts with producers or owned by either Seller or an

affiliate of Seller.

"Cover Gas” shall have the meaning set forth in Sub-section 3.1 (b).
"m’” means cubic meter.
‘ "Dav” means a penod of twenry-four consecutive hours, beginning and ending
at 8:00 a.m. Mounuin Standard Time or at such other hour as Seller and Buyer shall agre= upon
in wridng.
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"Deljverv Month" shall have the meaning set forth in Article IX hereof.

"Eveqt of Foree Majeure” means any: acts of God; strikes, lockouts, or other
industrial disturbances; act of the public eaemy, wars, blockades, insurrections, riots, arrests and
restraints of government and people: civil disturbances; epidemics; landslides: lightening;
earthquakes; fires; storms; floods; washouts; explosions; breakage or accident to machinery or
lines of pipe; freezing of wells or delivery facilities; unforeseeable inability to obmin materials
(other than Gas), equipment, supplies, or labour; any act or omission of the natural gas
transportation pipelines used by Seller or Buyer that is excused under relevant agreements by
any event or occurrence of the character hersin defined as an Event of Force Majeure: the
curtailment or interruption of firm transportton service which affects Buyer's receipt of or
ability to ransport Gas downstream of the Point of Delivery or Seller’s delivery of Gas at the
Point of Delivery and which is not artributable to a breach by Buyer or Seller, respectively, of
its obligations to the interrupring/curtailing pipeline; an order, directive or restraint issued or
imposed by any governmental authority, regulatory body or court baving jurisdiction; an inability
to obrain, or a revocadon or adverse amendment of, any license, permit, approval or
authorization of any governmental authority or regulatory body having Jurisdiction; or any other
cause, whether of the kind herein enumerated or otherwise, and whether or not caused or
occasioned by, or happening on the account of, the act or omission of one of the Parties or some
person or concern not a Party to this Agreement, not within the reasonable control and without
the fault or negligence of the Party claiming the Event of Force Majeure. It is expressly agreed
that cone of the following shall constitute an Event of Force Majeure hereunder: Buyer's
inability economically to use or resell Gas purchased under this Agreement; Seller’s inability to
obrain Gas supplies at a desirable or economic prics; depletion of Seller’s reserves. if any; lack
of financial resources or available funds or similar financial predicament which is due to the
inability to pay any amount which 2 financiallv sound sntity would be expecied to pay; either
Party’s operational or transporzation balancing requirements; any transportation difficulty cr
impeciment that does not directly affect Buyer's receipt of or ability to wanspert Gas
downstream of the Point of Detivery or Seller’s delivery of Gas at the Point of Delivery; or any
wransportation difficulty or impediment att-ibutable to having interruptible transportation service
in place.

"E.E.R.C." means the Federal Energy Regulatory Commission, or its successor,
of the United Staies.

“Financing Documents” means any and all loan agreements, notes, indenrures,
security agrezments, subordination agresments, morigages, parnership agreerments, subscription
agresments, parmicipauon agresments and other documents relating to the construction, interim
and long-term financing (both debt and any third-party equity) of Buyver's Facility and any
refinancing thereof (including a leveraged lease pursuant to which Buyer is the lesses of Buyer’s
Facility) provided by the Financing Parties, including any and all modifications, extensions.
renewals and replacements of any such financing or refinaacing.

"Einancing Parties” means (i) any and all lenders providing the construction,
interim or long-term financing or refinancing of Buyer's Facility (including a leveraged lease),
and any trustee or agent acting on their behalf, and (ii) any and all equity investors providing
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any such financing or refinancing of Buyer's Facility, and any trustes or agent acting on their
behalf.

- "Eirm Basis" means the obligation of Seiler to provide Buyer 2 non-interruptible
Quantity of Gas and Buyer’s obligation to purchase a non-interruptible Quantity of Gas.

"Gas” means natural gas of the quality specified in Article XII hereof.
"GJ" means one billion Joules.

"Gas Inve ge” or "GJC" means for any Agreement Year, a payment
of 50.40 (Canadian dollars) per GJ.

"Heating Value of Gas" means when applied 10 a cubic meter of Gas, the
number of Joules expressed in MJ per m’, produced by the complete combustion at constant
pressure of one (1) cubic meter of Gas with air, with the Gas free of water vapor and the
temperawure of the Gas, air and products of combustion to be at a standard temperature and all
water formed by combustion reaction to be condensed to the liquid state determined in
accordance with NOVA's tariff at the Point of Delivery.

"[nitia] Delivery Date” means the Day certified in writing to Seller by Buyer
to be the Day on which Buyer shall first take delivery of the Gas Seller shall deliver at the Point
of Delivery,

"Interest Rate” means (i) the floating annual rate of interest established from
time to time by the Bank of Montrcal, or jts successor bank, as the base rare it will use to
determine the rates of interest on Canadian dollar Joans made in Canada and designated by it as
its Prime Rate, pius (1i) two (2) percent per annum, but in no event greater than the maximum
interest rate allowed by law,

“Joule” means the work done when the point of application of a force of one
(1) newton is displaced a distance of one (1) meter in the direction of the fores.

‘Maximym Dailv Quantitv® or "MDQ" means a Quantity of Gas equal to
11.000 GJ per Day.

“Minimum uantjtv” or "MAQ" means ninety-two percent (92 %) of the
Quantity of Gas resulting from multiplying the MDQ by 363 Days (366 Days in an Agreement
Year that includes February 29) and recucing the product obtained by the Volume Deficiency,
if any, for the same period.

"Mipimuem Quarterly Quantity” means eighty-five percant (83 %) of the Quantiry
of Gas resulting from multiplying the MDQ by the number of Days in each guarter of an
Agrezment Year (i.e., the three month periods ending January 31, April 30, July 31, and
Ociober 51 in each Agresment Year) and reducing the product obtained by the Volume
Deficiency, if any, for each such quarter.
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"MJ" m=ans one million Joules.

"Month" means the period beginning at 8:00 a.m. Mountain Standard Time on
the first Day of a given calendar month and ending 8:00 a.m. Mountain Standard Tirne on the
first Day of the next succeeding calezdar month.

"Namura] Gas Reserves’ means reserves of unprocessed raw gas.

"NEB"® means the National Energy Board of Canada, or its successor.
"NOVA" means NOVA Gas Transmission Lid., its successors and assigrs.

"NOVA Delivery Point Firm Service” means firm gas transportation service
under NOVA’s Rate Schedule FS, or its successor rate schedule, from the Point of Delivery to
the interconnection of the NOVA Facilities with TransCanada’s facilities at Empress, Albemna.

"NOVA_Deliverv Point Service Agreement” means an agreement between
NOVA and Buyer respecting NOVA Delivery Point Firm Service to be provided pursuant w©
NOVA Rare Schedule FS, or its successor rate schedule,

"NQVA Facilitics™ means NOVA's pipelines and other NOVA facilities or any
part or parts therzof for the gathering, treating, wanspordng, storing, distribution, exchange,
handling or delivery of any Gas.

"NOVA Fuel Gas™ means the Gas, if any, used as compressor fuel at the
NOVA facilities for deliveries from the Reczipt Poine(s) to the NOVA Inveatery Transfer.

"NQVA Inventory Transfer” means the Jocation of the point on the NOVA
Facilities designated by NOVA as the NOVA Inventory Transfer; provided, however, that if
NOVA does not normally specify the location of the NOVA Inveatory Transfer, then the
location shall be such point on the NOVA Facilities as may be mumally agrzed by the Parties
or, if the Parties cannot agree, the location shall be determined by arbitration in accordance with
Article XX,

"NOVA Receipt Point Firm Service® means firm gas transportation servics
under NOVA's Rate Schedule FS, or its successor rate scheduls, from each Receipt Point to the
Point of Delivery.

"NOVA Receipt Point Service Agreement” means an agreement betwesn NOVA

and Seller respecting NOVA Receipt Point Firm Service to be provided pursuant to NOVA Rate
Schedule FS, or its successor rate schedule.

"Pary” or "Pafies” means a signatory or the signatcries o this Agreement, anc
its or their successor and perminted assigns, as the case may be.
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"Point of Deliverv® skzll mean the NOVA Inventory Transfer point, as set forth

in Article X.

"Portland " means Portand Namural Gas Transmission System Limited (a Maine
general partnership), its successors and assigns.

"Portland Service Agreement” means an agreement berwesn Portland and Buyer

under Portland’s Rate Schedule FT. or its successor rate schedule.

"Quarter]lv_Purchase Deficiency” shall have the meaning set forth in Section

3.3(b).

"Quantity of Gas” means an amount of Gas expressed in GJs determined by the
product of the applicable Volume of Gas and the applicable Heating Value of Gas.

"Receipt Point” means any inlet valve of the NOVA Facilities at which Seller
is able and authorized to deliver Gas into the NOVA Facilities.

"Scheduled Deliverv Quanticv” for any period means the Quantity of Gas that

Buyer requests Seller to deliver during such period in accordance with Sub-section 4.1 (a), but
in no event shall the Scheduled Delivery Quantity for any Day exceed the MDQ.

"10°m’ means thousand cubic meters.
"Term" shall have the meaning set forth in Section 6.1.

"TrangCanada”™ means TransCanada PipeLines Limited, a Canadian corporation,
1ts successors and assigns.

"TransCanada Servics Agresment” means an agreement between TransCanada

and Buyer under TransCanada's FS Toll Rate or its successor rate.

"U.S, Regulatorv Aythorities® means cach governmenta] agency or other
authority in the United States of America which has jurisdiction over the subject martter of this
Agreement including without limitation, F.E.R.C.

"Volume Deficiencv” shall have the meaning set forth in Sub-section 3.1 (b).

"Volume of Gas™ means an amount of Gas expressed in 10°m’.
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ARTICLE II
CONDITIONS PRECEDENT

Section 2.1 Conditions Precadent .

(a) Except as provided in Secdon 2.3, Seller shall have no obligation to sell,
deliver or cause 0 be delivered to Buyer, and Buyer shall have no obligation 1o pay for,
purchase, receive or cause to be received from Seiler, at the Point of Delivery, the Quactity of
Gas specified in this Agreement, unless and uriil all of the following conditions precedent have
been satisfied.

(i) On or before Novamber 1, 1997, Seller shall have applied for and,
on or before the date that NOVA prescribes for execution of the necessary NOVA Receipt Point
Service Agrecment, Seller shall have entered into all necessary firm narural gas transportation
agreements, including but not limited to the NOVA Receipt Point Service Agreemeni(s), or
where applicable transportation precedent agresments, to provide Seller transportation service
from the Receipt Points to the Point of Delivery for the delivery of the Quantity of Gas w0 be
sold, delivered or caused to be delivered by Seller to or for the account of Buyer at the Point
of Delivery, for deliveries to commence on November 1, 1998; provided, however, that if Buyer
is unable to obtain transportation from TransCanada and Portand commencing on November 1,
1998, then such NOVA contract(s) shall be effective as and from the date such servics by
TransCanada and Portland commences, but no later than November 1, 1599: and

(i)  Onor before November 1, 1997, Buyer shall have applied for and,
on or before the date that NOVA prescribes for exezution of the necessary NOVA Delivery
Point Service Agreement, Buyer shall bave entersd into all necsssary firm narural gas
transportation agreements, including but noc limited 1o the NOVA Delivery Point Service
Agreement, or where applicable transportation precedent agresments, to provide Buyer
transportation service from the Point of Delivery 1o the receipt point on TransCanada's facilities
at Empress, Alberta, to receive from Seller and ranspont to TransCanada's facilities the Quantity
of Gas to be sold, delivered or caused to be delivered by Seller to or for the account of Buyer
at the Point of Delivery, for deliveries to commencs on November 1, 1998; provided. however,
that if Buyer is unable to obtain transportation from TransCanada and Portland commencing on
November 1, 1998, the execution of the cortract(s) with NOVA providing for commencement
of such deliveries no later than November I, 1699, shall satisfy this condition precedent; and

(i1i) On or before November 1, 1997, Buver shall have applied for and,
on or before the date that TransCanada prescribes for execution of the necessary TransCanada

- Servics Agreement, Buyer shall have entered into all necessary fiom nacural gas transporiation

agreements, including but not limited to the TransCanada Servics Agreement, or where
2pplicable transportation preczdent agresments. to provide Buyer transporation service from the
receipc point on TransCanada’s facilities at Emprass, Alberta. (o the rec¢ipt point on Portland’s
facilities for the wansportation of the Quarntity of Gas to be soid, delivered or caused 1o be
dalivered by Seller to or for the account of Buyer at the Point of Delivery, for deliveries to
commence on November 1, 1998; provided, however, that the execution of the contract(s) with
TransCanada providing for commencement of such deliveries no later than Novemker 1, 1559,
shall satisfy this condition precedent; and
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(iv)  Onor before November 1, 1997, Buyer shall have appiied for and,
on or before the cate that Portland prescribes for exacution of the necsssary Portland Service
Agreement, Buyer shall bave entered into all pecessary firm natural gas ansportaticn
agreements, including but not limited to the Portland Service Agreement, or where applicable
transportation precedent agreements, to provide Buyer transportation service from the receipt
point on Portland’s facilites to Buyer's Facility for the delivery of the Quantity of Gas to be
sold, delivered or caused to be delivered by Seller to or for the account of Buyer at the Point
of Delivery, for deliveries to commence on November 1, 1998; provided, however, that the
execution of the contract(s) with Portland providing for commencement of such deliveries no
later than November 1, 1999, shall satisfy this condition precedent; and

{v) On or before November 1, 1997, Seller shali have applied for and
shall have obuained not later than November 1, 1998, all necessary regulatory and governmenal
authorization or assurances including, but not limited to, provincial natural gas removal permits,
sufficient to satisfy Seller's obligations as set forth in Article TII hersof; and

(vi)  Onor before November 1, 1997, Buyer shall have applied for and
obuined not later than November 1, 1998, all necessary regulatory and govermnmental
authorizations or assurances including but not limited to provincial permits and approvals, an
export license for the removal of gas from Canada, an import license from the U.S. Department
of Energy for the import of gas from Canada into the United States, sufficient to satisfy Buyer's
obligations as set forth in Article IIT hereof; and

(vii) Prior to the Initial Delivery Date, NOVA, TransCanada, Portland and
othe: transporters, if any, referred to in Section 2.1(a)(ii), (iii) and (iv) hereof. shall have
obtained all necessary regulatory and governmental authorizations or assurances, and shall have
constructed and put into service all mecessary facilities, to enable Buyer to take delivery at
Buyer's Facility of the Quantity of Gas to be sold, delivered or caused to be delivered by Sciler
10 or for the account of Buyer hereunder; and

(viii) On or before November 1, 1999 the Initiaj Delivery Date shall have
ccecurred pursuant to this Agreement.

(b) Notwithstanding the foregoing Section 2.1(a), Buver's obligations under this
Agr=ement are expressly subject to the fulfillment of each of the conditions precedent listed
below; provided, however, that Buyer may waive any such condition or may extend the date for
fulfillment of any such condition, but not beyond November 1, 1999. In the event that any of
such conditions are not fulfilled by the date indicated (as such date may be exiended), Buyer may
terminate this Agresment without further obligation:

“(i) On or before November 1, 1997, Buyer shall have applied for and
obtaired not later than November 1, 1993, all necessary regulatory authorizations and all site
and environmental permits sufficient for Buyer to construct and operate Buyer’s Facility; and

(ii) On or before November 1, 1997, Buyer shall have secured financing
adequate and sufficient, in Buyer's sole discretion, for the construction and completion of
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Buyer's Facility, and on or tefore November 1, 1998, Buyer shall have drawn down ¢n such
financing for at least $500,000.

Section 2.2 Notificatjon

(a) Seller shall notify Buyer, in writing, upon the satisfaction by Seller of
Seller's conditions precedent in Section 2.1 (a)(i) and (v), or waiver or extension by Seller at
Buyer's request, of Buyer's conditions preczedent in Section 2.1 (a)(it), (iii), (iv), (vi), (vii) and
(viii) hereof.

(b) Buyer shall notify Scller, in writing, upon the satisfaction by Buyer of
Buyer’s conditions precedent in Section 2.1 (a)(i1), (iii), (iv), (vi), (vii) and (viii), or waiver or
extension by Buyer at Seller's request, of Seller's conditions precedent in Section 2.1 (a)(i) and
(v) hereof. Buyer shall nodfy Seller, in writing, upon the satisfaction, extension or waiver by
Buyer of Buyer's conditions precedeat in Secton 2.1 (b)(i) and (ii).

Section 2.3 atisfactio ition cedent

Upon satisfaction or waiver of all the conditions precedent in Section 2.1 hereof,
Seller’s obligation to sell, deliver or cause to be delivered and Buyer's obligation to pay for,
purchase, receive, or cause to be received, the Quantity of Gas specified in this Agreement in
accordance with Section 3.1 hereof shall become effective. Seller and Buyer shall use due
diligence to sarlisfy the conditions precedent refsrred 10 in Section 2.1 hereof, within the
respective control of each and shall cooperate reasonably with each other in satisfying any
cordition precedent in Section 2.1 hereof.

If any of the conditions przcedent included in Section 2.1 herzof have not besn
satisfied or waived by the date specified in Section 2.1, then the Party which has performed its
obligation may thereafter terminate this Agreement by giving thirty (30) Days wrinten notice to
the other Party of its intention to terminate, and this Agreement shall terminate and shall
thereafier be of no further force and effect; provided, however, that in the event Buyer has not
satisfied one or more of the conditions precsdent set out in Section 2.1 (a)(ii), (iii), (iv), (vi),
(vii) and (viii), or satisfied or waived one or more of the conditions precedent set out in Section
2.1(b), but agress, beginning November 1, 1999, to either take gas or commencs monthly
pavments of the GIC multiplied times the ons-twelfth of the MAQ, then Seller shall not have
the right to terminate this Agresment so long as Buyer is either taking the gas or paying the
GIC.

ARTICLE III
Cc F AGREEMEN

Section 3.1 Purchase and Sale
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(a) Subject to all of the temmns, condirjions. and limitations set forth in this
Agreemest, commesncing on the Initial Delivery Date Sefler shall sell, deliver or cause to be
delivered to Buyer on a Firm Basis, and Buyer shall purchase, receive or cause to be received
at the Point of Delivery on a Firm Basis, a Quantity of Gas equal to the Scheduled Delivery

Quantiry.

(0) In the event Seller is unable, excapt due to an Event of Force Majeure, o0
deliver all or a portion of the Scheduled Delivery Quantity on any Day in accordance with the
terms and conditions of this Agreement, ther a “Volume Deficiency” for such Day equal to the
difference between the Scheduled Delivery Quantity and the Quantity of Gas delivered by Seller
shall exist. If a Volume Deficiency occurs, Buyer shall have the right to purchase the Volume
Deficiency from other fuel suppliers. Should Buyer purchase fuel from a third party to replace
any Volume Deficiency ("Cover Gas”), Buyer will first endeavor to acquire the Cover Gas at
the lowest price reasonably available at the Point of Delivery, it being understood however, that
Buyer's primary consideration in purchasing Cover Gas will be 1o obrain delivery of same at
Buyer's Facility when peeded. Upon reczipt of Buyer's detailed invoice for its cost of Cover
Gas, Seller shall, within ten (10) Days of receipt of such invoice, reimburse all of Buyer's
reasonable incremental costs excepr consequential damages, incurred in obtaining such Cover
Gas. Buyer’s invoice shall be based on the amount, if any, by which Paragraph (i) below
exczeds Paragraph (ii) below:

(1) The amount that Buyer paid for the Cover Gas per GJ plus any
incremental demand charges relative to unused transportation
resulting from such Volums Deficiency; and

(ii) The applicable price per GJ computed pursuant to Section 8.2;
such difference then being multiplied by the Quantity of Gas
contained in the Cover Gas.

So long as Seller’s failure to deliver Gas does not constitute, or result in, an Event of Default,
Buyer’s remedy of Cover Gas shall be Buyer's sole remedy in contract and in tort for Seller's
breach of its obligation to deliver Gas. If Seller’s failure constirutes an Event of Default under
Article XIX hereof, Buyer also has the right 1o terminate the Agreement as provided in Article
XIX and Buyer's Cover Gas remedy shall be in addition to such other remedies available to
Buyer. The provision of Section 21.9 shall apply to any failure o deliver by Seller whether or
not such failure is an Event of Default,
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Section 3.2 eliveries Pri Initial Delive Da_t

Notwithstanding any other provision of this Agresment, if Buyer wishes 1o
purchase and Seller wishes to sell a Quantity of Gas for initiai synchronization, performance
testing and operation of Buyer’s Facility for a Quantity of Gas less than forty-five percent (45%)
of the MDQ on a balanced daily basis (“Initial Synchronization Gas") prior to the Initial
Delivery Date on terms and at 2 price per GJ to be agreed to by Seller and Buyer in writing,
then Secller may sell, deliver or cause to be delivered such Quandty of Gas to the Point of
Delivery for Buyer's account. If Buyer requires a Quantiry of Gas on a Firm Basis for the
purpose of conducting performance testing of Buyer’s Facility for a Quantity of Gas equal o0 or
in cxcess of forty-five percent (45%) of the MDQ on a balanced daily basis (" Test Gas") prior
10 the Initial Delivery Date, then Seller shall have the right but not the oblization to make Test
Gas available to Buyer on a Firm Basis at the price of $1.775 per GJ at any time prior 10
November 1, 1999, plus costs incurred by Seller to transport such Gas to the Point of Delivery.

Section 3.3 inimum A uantiev: nt: Make

(a) Buyer shall purchase from Seller in cach Agreement Year an aggregate
Quantity of Gas at least equal to the Minimum Annual Quantity; provided further that Buyer
shall nominate and take during the thres month period exding January 31, April 30, July 31, and
October 31 in each Agreement Year an aggregate Quantity of Gas at least equal to the Minimum
Quarterly Quantity, provided, further, that Buyer's minimum purchase obligations hereuader do
not obligate Buyer 10 take a Quantity of Gas on any Day in excess of the MDQ.

(b) If for any three month period ending January 31, April 30, July 31, and
October 51 in each Agreement Year, the Minimum Quarterly Quantity exceeds the total Quantity
of Gas taken and paid for by Buyer (the "Quarterly Purchase Deficiency™), then within thirty
(30) Days after Buyer's receipt of Seller’s notics, which Seller shal] render within thirty (30)
Days after the end of each such quarter of an Agrzement Year in which a Quarterly Purchase
Deficiency has occurred, Buyer shall pay to Seller a sum equal t¢ the Quarterly Purchase
Deficiency multiplied by the GIC for such Agreement Year. If for any Agresment Year (i) the
total Quanzity of Gas taken and paid for by Buyer under this Agreement (the "Actual Purchased
Quantity ") is less than the Minimum Annual Quanticy (the "Annual Purchase Deficiency”), and
(i) the Annual Purchase Deficiency exceads the sum of the Quarterly Purchase Deficiencies for
each quarter of that Agreement Year, then within thirty (30) Days after Buyer's receipt of
Seller’s notice, which Seller shall render within ninery (90) Days after the end of such
Agrezment Year in which an Annual Purchase Deficiency has occurred, Buyer shall pay to Seller
a sum 2qual to (1) the amount by which the Annual Purchase Deficiency exceeds the sum of the
Quarterly Purchase Deficiencies for cach quarter of that Agresment Year multiplied by (2) the
GIC for such Agreement Year.

(¢) On any Day, in the event that Buver nominates less than the MDQ, Seller
shall have the right to sell Gas to third parties equal to the MDQ less the Quantiry of Gas
norminated by Buyer.
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ARTICLE IV
DELIVERIES

Section 4.1 - Quantity

(3) Comumencing with the Initial Delivery Date and continuing throughout the
Term of this Agreement, Buyer shall provide Seller with schedules showing the Scheduled
Delivery Quantity (up to the MDQ) which Buyer requests to be sold, delivered or caused to be
delivered by Seller to Buyer at the Point of Delivery, in accordance with the following
procedures;

(i) Buyer shall deliver to Seller a written nomination schedule
showing the Scheduled Delivery Quantity for each Day of the
Month not later than one (1) Business Day prior to the date by
which Buyer must make nominatons to NOVA and the other
pipelines transporting the Gas that Seller delivers for Buyer's
account at the Point of Delivery during such Month under this
Agreement.

(i) ~ Buyer shall give Seller at least four (4) hours’ potice prior to a
proposed change in a daily Scheduled Delivery Quantity from that
set forth in the nomination provided for in Seciion 4.1 (a) (i)
bereof and Seller shail accept notice. Notice of any such change
shall be provided in writng, or by telephone simultaneously
educed 1o writing and delivered by telecopier, and shall be
provided to Seller in accordance with Article XVII hereof.

(i)  After the Initial Delivery Date, at least fifteen (15) Days prior to
the first Day of each Fsbruary, May, August and November,
Buyer shall furnish Seller a wrinen schedule of the estimated
Scheduled Delivery Quantity for purchase and delivery during each
Month of the quarter of an Agreement Year begzinning on that
date.

(b) Buyer shall purchase from Seller a minimum Monthly volume of Seller's
gas equal to the Quantity of Gas calculated, on a daily basis, as the MDQ divided by 43,000 GJ
multiplied times Buyer’s acrual toal daily purchases of Gas, provided that such Quantity of Cas,
on a daily basis, shall not exceed the MDQ.

(c) Buyer shall comply with all reasonable requests by Seller for additional
information requested by Seller as necessary 1o sell, deliver or cause to be delivered the Quantity
of Gas contemplated under this Agreement and to comply with the valid reporting or other
requirements of any administrative or regulatory agency having jurisdiction.
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Section 4.2 Uniform Deljvaries

The Quantity of Gas sold in accordance with this Agreement shall be delivered
or caused 10 be delivered to the Point of Delivery to Buyer or for Buyer's account and received
or caused to be received at the Point of Delivery by Buyer or for Buyer's account, as reasonably
practicable, at hourly rates of flow that are uniforrn over the course of a Day.

Section 4.3 Gas Imbalances

Seller and Buyer agree to cooperate with each other to have delivered and
received a Quantity of Gas at the Point of Delivery equal to the Scheduled Delivery Quantiry;
provided, however, to the extent that either Party causes deliveries or receipts of a Quantity of
Gas at the Point of Delivery to not equal the Scheduled Delivery Quantity for reasons other than
an Event of Force Majeure, the responsible Party shall indemnify the other Party, in an amount
equal 1o the costs, charges, and penalties, if any, that the other Party has incurred with a gas
Tansporter as a result of a gas imbalance.

ARTICLEV
SELLER’S SUPPLY WARRANTY

Section §.1 Warrangv_and Covenant of Adequate Suppiv and Reserves

(a) Seller covenants to reserve for the performance of its obligations under this
Agreement a portion of its Corporate Supply Pool (including therein reserves in the Province
of Alberta as recognized by the AEUB) for the amount of reserves that is required to meet the
MDQ for the lesser of (1) the balance of the Term or (2) the greater of seven (7) Agresment
Years or such longer period as required by the Canadian Regulatory Authorities; provided,
however, that Seller may from ume to ime utilize supplies of Gas from Saskatchewan or British
Columbia provided that (i) Selier provides transportation of such supplies of Gas from British
Columbia to the Point of Delivery, (ii) TransCanada aliows Seiler to introduce such supplies of
Cas from Saskaichewan into TransCanada’s facilities downstream of the Point of Delivery
hereurder, and (i) utilization of such Gas supplies by Seller does not increase the costs incurred
by Buyer for purchase and transportation of any quandtes of Gas to Buyer’s Facility. Seller
covenants and agrees that it will, thereafter as necsssary from time to time, (but no later than
1s required by the AEUB for reserves in the Provines of Alberta), dedicate sufficient proved and
probable Narural Gas Reserves from pools or fields in the Provinces of Alberta, British

Columbia and Saskatchewan, as shall be required by Canadian Regulatory Authorities to

mainaain all required authorizations, at the MDQ, for the full remaining Term of this
Agreement. Seiler also covenanis to provide evidence to the AEUB and NEB of otherwise
uncommirtted reserves that are sufficient to mest the requirements of the AEUB and the NEB t0
maintain the long-term export license from the NEB and the long-term removal permit from the

AZUB.

(b) Seller shall provide to the Buyer a recent AEUB print-out of the AEUB
sserves Under Control Locations Listing of the Seller’'s Corporate Supply Pool forthwith upon
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execution of this Agreement. Seller shall provide to the Buyer updates of such information as
to Seller’s narural gas reserves within 30 Days of the receipt of a Notice from the Buyer
requesting such information, not to be requesied more than once in any Agreement Year.

(c) Seller warrants to the Buyer that the Seller will deliver to the Buyer,
subject to and in accordance with the provisions of this Agresment, sufficient quantides of Gas
to satisfy its obligations under this Agresment and, subject to Force Majeure, will do all things
necessary to assure such performance.

() Simultaneous with Seller’s execution of this Agreement, Seller’s parent
corporation, Canadian Forest Oil Lid., shall sign the attached Guarantee Agreement attached
hereto as Exhibit A.

ARTICLE VI
TERM OF AGREEMENT

Section 6.1 Termm

Subject to the other provisions of this Agreemeant, this Agreement shail become
efiective as of the date first above written, and shall continue in full force and cffect for a term
of (the "Term") ten (10) Agreement Years from and afier the Initial Delivery Date.

ARTICLE vII
TRANSPORTATION

Section 7.1 NOVA Transportation

The Parties acknowledge that the Gas to be sold by Seller to Buyer under this
Agreement is to be transported from each Receipt Point through the NOVA Facilities to the
Point of Delivery.

Section 7.2 vV eceipt Poi i ervics

Seller shall maintain a NOVA Receipt Point Service Agreement or NOVA
Receipt Point Service Agreements with NOVA for NOVA Receipt Point Firm Service effective
as and from November 1, 1998 (provided, however, that if Buyer is unable to obtain
transportation from TransCanada and Portland commencing on November 1, 1998, then such
NOVA contract(s) shall be effective as and from the date such service by TransCanada and
Portland commences, but no later than November 1, 1999), for a daily Quantiry of Gas ecual
o at least the MDQ plus NOVA Fuel Gas reguired to wansport the MDQ on the NOVA
Facilities, from such Recsipt Points as Seller may determine as necessary or desirable from time
to time during the Term of this Agrezment to the Point of Delivery. '

Section 7.3 NOVA Deliverv Point Fimm Service
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Buyer shall maintain 2 NOVA Delivery Point Service Agreement with NOVA
for NOVA Delivery Poimt Firm Service effective as and from November [, 1998 (provided,
however, that if Buyer is unable to obuin tansportadon from TransCamada and Portland
¢commiencing on November 1, 1998, thea such NOVA contract(s) shall be effective as and from
the date such service by TransCanada and Portland commences, but no later than November 1,
1999). for a daily Quantiry of Gas equal to ar least the MDQ, from the Point of Deljvery to the
intercommestion of the NOVA Facilities with TransCanada's facilities at Empress, Alberta
Buyer shall have the option at any time dixring the Term of this Agreement to assign to Seller,

thereafter, Seller shall be responsible for the firm transportaton under such agreement of the
Quantity of Gas purchased by Buyer under this Agresment and the Commodity Charge under
Scction 8.1 applicable to Gas purchased bereunder shall be increased by the 100% load factor
equivalent of the cost of ransporting such Gas under the assigned portion of the NOVA Delivery

Poimt Service Agresment

Section 7.4 T ortatio

Buyer shall mainrin the NOVA Delivery Point Servicz Agreesment, the
TransCanada Service Agreement, the Portland Service Agreement and all other necessary firmn
ansportation downstream of the Polnt of Delivery.

ARTICLE vII
PRICE

Section 8.1  Commodijtv Charge

Commencing upen the [aitial Delivery Date and therzafier during the Term of
the Agresment, Buyer shall pay to Seller for each GJ of Gas delivered to the Point of Delivery
the product obmained by muldplying the Quantty of Gas delivered by the following prices (all
pricas in this Agresmemnt are expressed in Canadian dollars), with each price per GJ appLcable
0 21) Gas delivered during the twelve Months beginning with the date specified for each such
price:

November 1, 1598 $1.775
November 1, 1999 $1.819
November 1, 2000 $1.865
November 1, 2001 $1.911
November 1, 2002 $1.959
November 1, 2003 $2.008
November 1, 2004 $2.058
November 1, 2005 §2.110
November 1, 2006 £2.163
November 1, 2007 $2.217
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If the Initial Delivery Date occurs after Novemnber 1, 1998, then the above prics
schedule is extended by one year with a price of $2.272 per GJ applicable for dzlivesies
beginning on November 1, 2008.

Section 8.2 Buver’s [ erter di

(a) The prices specified in Section 8.1 are equivalent, on a net present valye
basis at a discount rate of ten percent (10%), to a fixed price of $1.95 per GJ fixed for ten
years. In the event of an early termination of this Agreement by Buyer or a default under this
Agresment by Buyer, depending cn the date of such termination or default, Seller might not
receive the fixed price of S1.95 per GJ for all of the Gas delivered to Buyer prior to such
termination or default. The purpose of this Section 8.2 is to ensure that Seiler reczives payment
based on a price of §1.95 per GJ for the Gas actually delivered to Buyer over the Term of this
Agreement; regardless of whether the Agreement terminates at end of the Term or at an earlier
dare.

() Thuty Days after the first quarter (three Months) of the first Agresment
Year, Buyer shall provide to Seller a letter of credit, payable to Seller, equal to the amount by
which 31.95 cxceeds the price payable for Gas delivered and sold to Buyer during that first
quarter according to Section 8.1 multiplied by the Quantity of Gas actually delivered and sold
to Buyer during such quarter. Thereafter, thirty days after the last Day in cach quarter of an
Agresment Year in which $1.95 per GJ excesds the price applicable thereto under Section 8.1,
Buyer shall provide a new letter of credit to Seller which increases the amount of the preceding
lerter of credit by the amount by which $1.95 exceeds the price payable for Gas delivered arnd
sold to Buyer during such quarter according to Section 8.1 multiplied by the Quantity of Gas
actually delivered and sold to Buyer during such quanter. Upon rec=ipt of each new increased
letter of credit, Seller shall reum the preceding lezter of credit to Buyer. By this method, the
letter of credit provided by Buyer to Seller hereunder shail increase each quarier uncil the first
quarter of an Agreement Year in which the prics applicable thereto under Section 8.1 excesds

$1.95 per GJ.

(c) Beginning thirty days afier the last day of the first quarier of an Agresment
Year in which the price payable for Gas delivered and sold to Buyer during such quarter
according to Section 8.1 excseds $1.95 per GJ, Buyer shall provide a new letter of credit to
Seller which reduces the amount of the preceding letter of credit by the amount by which the
price payable for Gas delivered and sold to Buyer during such quarter according to Section 8.1
exceeds 51.95 per GJ, multiplied by the Quantity of Gas actually delivered and sold o Buyer
curing such quarter, Upon receipt of each new reduced letzer of credit, the preceding leuer of
credit shall be remurned by Seller to Buyer.

(d) Upon the termination of this Agreement, Seller may draw on the lenter of
credit then held by Seller pursuant to this Section 8.2 for the total amount of such letter of
credit; provided, however, that the amount of such lenter of credit which Seller may draw shall
be reduced by the product of: (i) the Quantity of Gas, if any, delivered to and paid for by Buyer,
during any Delivery Month(s) in which the prics payable for such Gas exceeds $1.95 per GJ and
(i) the difference between $1.95 and the price payabie during such Delivery Month(s), provided
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that such Delivery Month(s) cccurted after the last redetermination of the amounrt of the lerer
of credit under this Section 8.2. Seller is eatitled to retain the amount of the letter of credit as
liquidated damages (and not as a penalty) for the failure of the Seller to obtain $1.95 per GI for
the Quandties of Gas acrually delivered to Buyer during the Term of this Agreement. Any
amount reczived by Scller pursuant to this Section 8.2 shall be in addition to any other rights
to which Seller is entitled under this Agreement or at law. Any right of Buyer 10 receive a
payment from Seiler upon termination of this Agreement does not affect Seller's entitlement 1o
receive the amount contemplated by this Section 8.2. The letter of credit shall be irrevocable,
payable to Seiler upon demand, and have a term equal to 120 Days from its issuance; provided,
however, that in the event that any letter of credit provided under this Section 8.2 and held by
Seller is not replaced at least ten (10) Days prior 10 the expiration date of such letter of credit,
then Seller may draw on such letter of credit and shall place such funds into an escrow account,
heid by a bank reasonably acceptable to Buyer, to utilize in the place of the replacement letter
of credit until the replacement letter of credit is provided by Buyer, at which time the amount
in the escrow account shall be refunded to Buyer; provided, further, that ne later than sixty (60)
Days prior to the Inital Delivery Date Seller and Buyer shall establish an escrow account on
terms mutually acceptable to both Buyer and Seller. The letter of credit sball be drawn on a
bank satisfactory to the Seller.

Section 8.3 Market Risk Assessment
Each party represenrs and warrants that:

(a) The prices for Gas contained in Section 8.1 are acceptable to Seiler and
Buyer given the mutual consideration provided in this Agreement and the market outlook for Gas
prices generally over the Term; and

(b) Each Party accepts the risk described in the representation and warranty
in Section 8.3(a) above and each Party shall condnue to perform its obligations to the other on
every Day during the Term notwithstanding that the prices for Gas contained in Section 8.1 may
be below or above the market price of Gas at anytime or from time to time.

Section 8.4 Taxes

The price of Gas sold under this Agresment excludes all provincial and federal
sales taxes, goods and services taxes and other similar taxes. Any provincial or federal sales
ux, geods and services tax or other similar wx imposed by any lawful authoricy which by its
terms is pavable by Buyer, but is to be collected and remirted by Seller shall be added to the
amount invoiced by Seller, and shall be paid by Buyer to Seller in the same manner as the
amount for Gas invoiced by Seller, or separately invoiced by Seller. Buyer will provide
sviderce to Seller showing that the Gas delivered 1o Buyer under this Agreement was exported,
such evidence to be in a form satisfactory for Revenue Canada's review.
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ARTICLE IX
BILLINGS AND PAYMENTS

Section 9.1 - illin vmen

Commencing with the earlier of November 1, 1999, or the Initial Delivery Date,
and continuing with each succeeding Month thereafier ("Delivery Month”), Seller shall present
to Buyer, on or before the fifteenth (15) Day of the Month following each Delivery Month, an
invoice showing the Quantity and the Heating Value of the Gas, if any, delivered on each Day
during the Delivery Month, the GIC, if any, and the total amounts and charges due and payable
10 Seller for such Gas. If the acual Quantity of Gas sold, delivered or caused to be delivered
during the Delivery Month is not known or available in time to prepare the invoice, Seller shall
estimate the amounts based on Seller's reasonable estimate of the Quantity of Gas sold, delivered
or caused 1o be delivered to Buyer. Seller shall provide, in the succeeding Month’s invoice, an
adjustment based on any differences between the estimated quantities and the acrual Quantity of
Gas delivered to Buyer during the Delivery Month.

Payment

Subject to the provisions of Scction 9.7 herzof, Buyer agrees to pay Seller in
immediately available funds the amount invoiced under Section 9.1 hereof at Seller’s address,
as designated in Article XVIII hereof, on or before the twenty-fifth (25th) Day of the Month in
which such billing invoice is presented to Buyer. If presentaton of an invoice to Buyer occurs
after the fiftesnth (15th) Day of a Month, then the payment date shall be postponed by a period
cqual to the number of Days clapsed betwesn the fifteenth (15th) Day of the Month and the Day
on which the invoice was actually received by Buyer.

Section 9.2

Section 9.3 Audit Righrs

Each Party shall have the right at reasonable hours and upon reasonable notice
to examine, on any Business Day on which either Party is open for business, the books, records
and charts of the other Party relating to the previous twenry-four (24)month period to the extent
necessary to verify the accuracy of any statement, chart or computation made under or pursuant
to the provisions of this Agreement.

Section 9.4 Security

No later than thirty Days before the Initial Delivery Date, Buyer shail provide
Seiler a lenter of credit as security for Buyer's payments to Seller for Gas delivered and sold to
Buyer hereunder. The value of the letter of credit shall be equal to 60 days multiplied by the
MDQ and multiplied by the price specified in Section 8.1 and applicable to that first Agreement
Year. A new lerter of credit shall be provided on the first Day of each subsequent Agreement
Year, at an increased amount equal to 60 days muldplied by the MDQ and multiplied by the
price specified in Section 8.1 and applicable to such Agreement Year. Upon receipt of each new
lerer of credit under this Section 9.4, Seller shall return the preceding letter of credit to Buyer.
Each letter of credit shall be irrevocable, payable to Selier upon demand, and drawn on a bank

QU1IMITULOSIOO0 L/ AGREE- 1 I/1BRR 1. WP61911.1
-18-




reasonably satisiactocy to Seller. In the eveac that any letter of credit provided under this
Section 9.4 and held by Seller is not replaced at least ten (10) Days prior to the expiration date
of such letter of credit, then Seller may draw on such letter of credit and shall place such funds
into an escrow account, held by a bank reasonably acceptable to Buyer, to utilize in the place
of the replacement letter of credit untii the replacement letter of credit is provided by Buyer, at
which time the amount in the escrow account shall be refunded to Buyer; provided, further, that
no later than sixty (60) Days prior to the Initial Delivery Date Seller and Buyer shall establish
an escrow account on terms mutually acceptable 1o both Buyer and Seller.

Section 9.3 Interest on Late Pavments

Should Buyer fail to pay the amount of any invoice when due pursuant to
Section 9.2 or should Seller fail to pay the amount of any invoice when due pursuant to Section
5.1(b), interest at the Interest Rate shall accrue on the unpaid portion of the invoice calculated
and compounded monthly from the date payment was due until payment is made; provided,
however, that Seller and Buyer shall use their best efforts to resolve any dispute regarding the
amount of any invoice within thirty (30) Days after notice from one Party to the other Party that
it disputes the amount of any invoice; provided, further, that if the resolution of such a dispute
requires one Party to refund any amount previously paid 10 it by the other Party, then such
refund shall include interest at the Interest Rate on such amount from the date such amount was
criginally paid until such amount is refunded.

Section 9.6  Fajlure to Pav

Should Buyer fail to pay the undisputed amount of any invoics whea due
hereunder, Seller shall give Buyer five Business Days prior written notice of such non-payment
and Seller's intention to suspend deliveries and draw on the lexter of credit provided under
Section 9.4. If Buyer does not make such payment prior to the expirarion of such five Business
Days, then Seiler may, in its sole discrztion, draw on the lenter of credit provided under Section
9.4 for the amount of such undisputed paymen: and/or suspend deliveries of Gas hersunder.
Upon payvment of the undisputed amount or, in the case of a draw on the letter of credit by
Seller, reinstatement of the letter of credit to its original amount, Seller shall immediately
resume deliveries of Gas to Buyer hereunder. In the event of such a suspension by Seller, Buyer
shall remain responsible for payments due for the GIC.

Section 9.7 Corrections of Errors

' In the event either Party detsrmines that there is an ervor in the amount billed
in any invoice rendered by Seller, the error shall be adjusted within thirty (30) Days of a final
determination of whether an error has occurred; provided, however, any claim therefor shall
have besn made within sixty (60) Days from the Day the error was determined. If the ercor
resulted in an overcharge and the invoice has bes=n paid, Seller shall refund the amount of the
overcharge with interest at the Interest Rate from the Day the overcharge was paid unal the date
of the refund to Buyer.

Section 9.8 Non-Busine av
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If the payment date uader this Article IX falls on 2 Day that is not a Business
Day, then the payment date shall be the nearest Business Day prior to the date that the payment
is otherwise due.

ARTICLE X
POINT OF DELIVERY

Section 10.1  Point of Delivery

The Point of Delivery for the Quantity of Gas to be sold and delivered by Seller
hereunder for purchase and receipt by Buyer or for Buyer’s account shall be the NOVA
Inventory Transfer; provided, however, that Seller may from rime to time deliver Quantities of
Gas from Saskarchewan directly into TransCanada's facilides provided that (i) TransCanada
allows Seller to introduce such supplies of Gas into TransCanada's facilities downstream of the
Point of Delivery hereunder and (ii) udlization of such Gas supplies by Seller does not increase
the costs incurred by Buyer for purchase and transportadon of any quantities of Gas to Buyer's
Facility.

ARTICLE X1
DELIVERY PRESSURE

Section 11.1  Deljverv Pressure

The Quantity of Gas sold, delivered or caused to be delivered by Seller to Buyer
at the Point of Delivery shall be at the pressure required by NOVA, as set forth by NOVA in
its effective gas tariff, as amexnded or modified from time 10 time and as approved by the AEUB.

ARTICLE XTI
QUALITY

Section 12.1  Qualitv

The quality of the Quantity of Gas delivered under this Agreement shall meet
or exceed the minimum quality specifications established by NOVA in its effective gas tariff,

- as amended or modified from time to time arnd as approved by the AEUB.

Section 12.2  Non-Conforming Gas

Buyer shall not be obligated to receive and purchase Gas hersunder that fails
tc conform to the specifications set out in this Article XII; provided, however, should Buyer
acczprt deliveries of any such Gas, Buyer shall nevertheless pay Seller for such Gas received and
accepted at the price payable pursuant to Aricle VIII.
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ARTICLE X111
MEASUREMENT OF GAS

Section 13.1 nit

The unit of measure for the Quantity of Gas received by or delivered 10 Buyer
at the Point of Delivery shall be one GJ. GIJ's delivered 1o Buyer at the Point of Delivery as
specified in Section 10.1 hereof sball be determined by multiplying the applicable Volume of
Gas sold, delivered or caused to be delivered to Buyer by the applicable Heating Value of Gas.

Section 13.2 ete

Meter(s) and other related equipment and facilities installed and maintained by
NOVA at the Receipt Point and at the Point of Delivery shall be the exclusive method and
means of determining the Quantity of Gas, the Volume of Gas and the Heating Value of Gas
sold, delivered or caused to be delivered to Buyer under this Agreement.

Section 13.3 eading and Test

Reading, testing, calibration and adjustment of any NOVA meter(s) acd related
measurement cquipment shall be performed according to NOVA’'s effective gas tariff, as
amended or modified from time to time and as approved by the AEUB.

Section 13.4  Merer Records

Each Party shall cooperate and endeavor to obtain and make available to the
other Party the chams and records relating to NOVA meters and other related equipment to the
extent that such charts and records pertain to the Quantity of Gas delivered under this Agresmeat
to Buyer.

ARTICLE XIV
P N E W

Section 14.1  Possession and Title

Possession of and title to Gas sold by Seller to Buyer hereunder shall pass from

“ Seller 1o Buyer at the Point of Delivery. As between Seller and Buyer, undl the Gas reaches

the Point of Delivery, Seller shall be deemed 1o be in exclusive control and possession and have
title to the Gas and be responsible for any loss, damage or injury caused thereby for such Gas,
and shall indemnify Buyer and save it harmless from all suits, actions, debts, accounts, damages,
costs, losses and expenses arising from or out of adverse claims of any or all persons relating
to the Gas or to taxes, license fess or charges therein, that are applicable at or before the tue
to the Gas passes 10 Buyer. As between Seller and Buyer, upon delivery of Gas at the Point of
Delivery, Buver shall be deemed to be in exclusive coatrol and possession of and have tide 10
the Gas and be responsible for any loss, damage or injury caused thereby for such Gas, and shall
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indemnify Seller and save it harmless from all suits, actons, debts, accounts, damages, costs,
losses and expenses arising from or out of adverse claims of any or all persons relating to the
Gas or to taxes, license fees or charges therein, that are applicable after the tie to the Gas
passes to Buyer.

Section 14.2 Wammanwv

Scller warrants that at the time of delivery Seller shall have good tide to ail gas
sold and delivered to Buyer under this Agreement frec and clear of all liens, encumbrances and
claims whatsoever and that Seller shall indemnify Buyer and save it harmless from all suits,
actions, debts, accounts, damages, costs, losses and expenses arising from or out of adverse
claims of any or all persons relating to the Gas or to royalties, taxes, license fees or charges
thereon, that are applicable before the ttle to the Gas passes to Buyer.

ARTICLE XV
FORCE MAJEURE

Section 15.1 Burden of Proof

In the event that the Parties are unable in good faith to agree that an Event of
Force Majeure has occurred, the Pardes shall submit the dispute for resolution pursvant to
Article XX hereof; provided, however, the burden of proof as to whether an Event of Force
Majeure has occurred shall be upon the Party claiming an Event of Force Majeure.

Section 15.2  Event of Force Majeure

If either Party is rendered wholly ot partially unable w perform its obligations
under this Agreement because of an Event of Force Majeure that Party shall be excused from
whatever performarce is affected by the Eveat of Force Majeure to the extent so affected:

provided, however:

(a) the non-performing Party, as soon as reasonably practicable after Jearning
of the occurrence of the inability to performn due to an Event of Force Majeure, provides wrigen
notice to the other Party giving the particulars of the occurrence, including an estirmation of its
expected duration and probable impact on the performance of its obligations under this
Agresment, and condnues to furnish timely regular reports with respect thereto during the Event
of Force Majeure;

(b) the non-performing Party shall exercise all reasonable efforts to continue
to perform its obligations under this Agreement and to remedy expedidously its inability to 5o
perform;

_ (¢) the non-performing Party shall provide the other Party with prompt
notification of the cessation of the Evenr of Force Majeure giving rise to the excuse from
performance; and
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(d) no obligation of either Party thatarose prior to the occurrence of the Event
of Force Majeurs shall be excused as a result of the occurrence.

Section 15.3 e f Strike ts, or [ our Dispute

Nothing in this Article XV shall require the settlement of any strike, walkour,
lockout or other labour dispute on terms that, in the sole judgement of the Party involved in the
dispute, are contrary to that Party’s interest. It is understood and agreed that the sertlement of
strikes, walkouts, lockouts, or other labour disputes shall be entirely within the discretion of the
Party having the difficulty.

Section 15.4  Force Maj Curtail

(2) In the event that, as a result of an Event of Force Majeure, Seller is
rendered unable on any Day, wholly or in part, to sell and deliver the quantity of natural gas
that Seller’s customers have requested for such day, then Seller shall curtail deliveries to such
customers (including Buyer hereunder) in the following order of priority:

(1) first, under natural gas sales contracts on a aon-firm Basis:

(11) second, under natural gas sales contracts on a Firm Basis, including this
Agreement; provided, however, to the extent that Seller is required by such Event of Force
Majeure to curtail deliveries under natural gas sales contracts on a Firm Basis, such deliveries
shall be curtailed on 2 pro rata basis in the proportion of the MDQ under this Agreement to the
MDQ (or its equivalent) under all of Seller's natural gas sales contracts of a similar nature
(except for Seller’s obligation to sell gas under its pre-existing Alberta North East Gas Contact
dated February 7, 1991, together with any amendment(s) executed prior to the date of execution
of this Agresment, which is not to be prorated), unless required to the contrary by any law,
regulation, or prior contractual commitment.

(b) In the event that, as a result of an Event of Force Majeure, Buyer is
rendered unable on any Day, wholly or in part, to accept at the Point of Delivery and transport
to ard use at the Buyer's Facility the Quantity of Gas that Buyer is obligated to purchase from
Seller for such day, then Buyer shall curtail purchases from all suppliers at the Point of Delivery
(including Buyer hereunder) in the following order of priority:

(1) first, under natural gas sales contracts on a non-firm Basis;

(it} second, under natural gas sales contracts on a Firm Basis, including this
Agresment; provided, however, to the extent that Buyer is required by such Event of Force
Majeure to curtail purchases under natural gas purchase contracts on a Finm Basis, such
purchases shall be curtailed on a pro rata basis in the proportion of the MDQ under this
Agreement to the MDQ (or its equivalent) under all of Buyer's natural gas purchase contracts
of a similar nature, unless required to the contrary by any law, regulation, or prior contractual
comumnignent.
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Section 13.5 ibilitv of Performmagee dye to an Event of Force je

In the event that any Event of Force Majeure prevents Seller from delivering
or Buyer from accepting any Gas under this Agreement for more than twelve (12) consecutive
Moaths and such Event of Force Majeure is expected to remain effective for the remaining Term
of this Agreement, the Party not experiencing the Event of Force Majeure may terminate this
Agreement without continuing liability by either Party to the other Party upon sixty (60) Day’s
written notice to the other Party; provided, however, that such termination shall not be effective
if, during such sixty (60) Day period, such Evenr of Force Majeure is remedied or the non-
performing Party otherwise resumes performance of its obligations that were prevented by such
Event of Force Majeure.

ARTICLE XVI
AWS Al R

Section 16.1 w d Re ie

This Agreement and the rights and obligations of the Parties hereunder are
subject to all applicable present and furure laws, rules, regulations, acts, restraints, and orders
of any regulatory or legislative body or other duly constituted authority having jurisdiction over
Seller or Buyer.

ARTICLE Xv11
NSFER A NMENT

Section 17.1 ssignments

(2) Exceptas specified in Sub-section 17.1(b), (c), (d) or (¢) hereof, the rights
and obligations of the Parties to this Agreement may not be assigned by either Party exceprupon
the express written coasent of the other Party, which consent shall not be unreasonably withheld.
In the event such an assignment is made and consented to, the assigning Party shall be released
and discharged from all obligations to the other Party bereunder thereafter arising, and such
assignee shall be substituted in place of the assigning Party herein.

(b) Either Party shall have the right, without the consent of the other Party,
but upon notice to the other Party, t0 assign this Agresment to any entity owned by, under
common ownership with, or owning the assigning Party, or, in the case of Buyer, to a
parwmership or other entiry organized for the purpose of developing, constructing, owning and
aperating Buyer’s Facility, and in which Buyer or an affiliate of Buyer holds an equity interest.
Upon such assignment, the Party assigning will not be released from any obligation or liabilicy
arising or accruing under this Agresment without the written consent of the other Party. Such
consent shall not be unreasonably withheld. '
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(c) Buyer shall also have e right, without Seller’s consent, to assign all of
its rights and interest (but not its obligations) under this Agreement to the Financing Parties as
security for Buyer's obligations under the Financing Documnents. Seller acknowledges that upon
an Event of Defauit by Buyer under the Financing documents, any of the Fipancing Parties may
(but shall not be obligated to) assume, or cause its designee or a new lessee or purchaser of
Buyer’s Facility to assume, all of the interests, rights and obligations of Buyer arising under this
Agreement. If the rights and interests of Buyer in this Agreement shall be assumed, sold or
transferred as hersinbefore provided, Buyer shall be released and discharged from. and the
assuming Party shall agree in writing to be bound by and to assume, the terms and conditions
of this Agreement and any and all obligations to Seller arising or accruing hereunder (whether
before or after the date of such assumption) and Seller shall continue this Agreement with the
assurning Party as if such person had thereafier been named as Buyer under this Agreement.
Notwithstanding any such assurnption by any of the Financing Parties or & designee thereof, or
under a general assignment, Buyer shall not be released and discharged from and shall remain
liable for any and all obligadons to Seller arising or accruing hereunder prior to such assumption
unless and until such obligadons to Seller are performed by the Buyer, the Financing Parties,
a designee of the Financing Parties, or the assignee under a general assignment.

(d) The provisions of Section 15.2 hereof and this Section 17.1 are for the
benefit of the Financing Parties as well as the Parties hereto, and shall be enforceable by each.
Seller hereby agrees that none of the Financing Parties, or any bondholder or participant for
whom they may act, shall be obligated to perform any obligation or be deemed to mcur any
liability or obligation provided herein on the part of Buyer or shall have any obligaton or
liability to Seller with respect to this Agreement, except as provided in Secrion 19.2 hereof and
this Section 17.1.

ARTICLE XVIII
NOTICE

Section 18.1  Notice

Except as provided in Paragraph 4.1(a)(ii) hereof, every notice, statement, bill
or nomination provided for in this Agreement shall be in writing directed to the Party to whom
given, made or delivered at such Party’s address as follows (or as otherwise directed in writing
by such Party):

SELLER: Producers Markerng Lid.
600, 800 - 6th Avenue S.W.
Calgary, Alberta
T2P 3G3
Anention: Michael K. Langfeldt
Telephone:  (403) 292-8079
Fax: (403) 261-7665
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Androscoggin Energy LIC
Suite 170, 650 Duades RD
Northbrook, IL USA 60062

Artention:

Telephope:  (847) 559-9800

Fax: (847) 559-1805
FINANCING PARTIES:

As Buyer may specify from time to time

Either Party may change its address from time to time by giving written notice of such change
to the other Party. Any notice, communications, nomination, or statement or other document
given or delivered under this Agreement by mail shall be desmed received by the addressee at
the end of the third Business Day after the date of mailing by prepaid registered or certified mail
in the United States or Canada; provided, however, at any time when there is a strike affecting
delivery of Unijted States or Canadian mail, all such deliveries shall be made by hand, overnight
courier or by telecopier. If any such notice, communication, nomination, statement, or other
document is delivered by hand, overnight ccurier or by telecopier to the addressee, it shall be
deemed to have besn received by the addresses as soon as such delivery or wansmission has
been effected.

ARTICLE XIX
T AND DIE

Section 19.1  Defigition

(a) An Event of Default under this Agreement shall be deemed to exist upon
the occurrence of any one or more of the following events:

() . Failure by either Party to make payment of any amounts due to the
other Party under this Agreement, and that failure continues for a
period of thirty (30) Days after such payment is due; or

(i)  Failure by cither Party to perform fully any other material
provision of this Agreement, including, without limitation, Seller’s
obligations under Article V hereof, and (a) such failure continues
for a period of thirty (30) Days after written notice of such non-
performance from the other Party or (b) if within such thirty (30)
Day period the non-performing Party commences and proceeds
with due diligence to cure the failure and failure is not cured
within one hundred eighty (180) Days or such longer period of
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time agresd 10 by the Paries in writng as being necessary for the
Party to cure the failure with all due diligence; or

(iii) If by order of a court of competent jurisdiction, a receiver or
liquidator or trustee of either Party or of any of the property of
either Party shall be appointed, and such receiver or liquidator or
trustee shall not have been discharged within a period of sixty (60)
Days; or if by decree of such a cour, either Party shall be
adjudicated bankrupt or insolvent or any substantial part of the
property of such Party shall have been sequestered, or such decree
shall bave condnued undischarged and unstayed for a period of
sixty (60) Days after the enmry thereof; or if a petition to declare
bankruptey or to reorganize cither Party pursuant to the provisions
of any applicable bankruptcy law, or pursuant to any other similar
law applicable to such Party, shall be filed against such Party and
shall not be dismissed within sixty (60) Days after such filing; or

(iv)  If either Party shall file a voluntary petition in bankruptcy under
apy provision of any applicable bankruptcy law or shall consent to
the filing of any bankzuptcy or reorganization petition against it
under any similar law; or, without limitation of the geperality of
the foregoing, if either Party shall file a petition or answer or
consent secking relief or assisting in seeking relief in a procesding
under any bankruptey law, or pursuant to any other similar law
applicable to such Party, or an answer admining the materal
allegations of a petition filed against it in such a procesding; or if
either Party shall make an assignment for the benefit of its
creditors; or if either Party shall consent to the appoinmnent of a
recciver OT receivers, or tustee or trustees, or liquidator or
liquidators of it or of all or of any part of its property; or

(b) Subject to the limitation in Section 19.3, in the event of an Event of
Default, the non-defaulting Party may procesd to exarcise any remedy provided under this
Agresment or existing at law or in equity. If onc Party believes in good faith that no Event of
Default has occurred, and promptly informs the Party asserting the existence of the Event of
Default of this belief, then the Parties shall eater negotiations in an artempt w0 resolve the
dispute; provided, however, if either Party believes in good faith that negotiated resolution to

 the dispute is unlikely, then the Party may proceed to exercise any and ail remedies available

under this Agreement or existing at law or in equity.

Section 19.2  Remedies for Breach

Subject to the limitations in Section 19.3, during any Event of Default, the Party
not in default shall have the right:
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(a) to terminate this Agreement upen ten (10) Days wrinen notice to the
defaulting Party provided however that Seller bas no right to terminate this Agreement on
account of an Event of Default on the part of Buyer so long as Buyer makes payment of sums
due to Seller under this Agreement; or

(b) notwithstanding Section 19.3, with respect to non-payment by Buyer of
undisputed sums due Seller, Seller may elect 1o suspend deliveries five (5) Days after the date
on which notice of non-payment was given to Buyer pursuant to Section 5.6; provided, however,
that a draw by Seller on the letter of credit provided by Buyer pursuant to Section 9.4 shall not
be considered as payment of sums due for purposes of this Article XIX uniess and uatl] such
letter of credit has been reinstated to its original amount in effect prior to the draw by Seller.
Subject to the limitations in Section 19.3, Seller thereafter has the right to (erminate this
Agreement upon ten (10) Days written notice to Buyer pursuant o Section 19.2(a) unless Buyer
has commenced and is proceeding with due diligence to remedy the Event of Default in such ten
(10) Day period and such Event of Default is remedied within ninety (50) Days thereafter; or

(c) to pursue any other remedy provided under this Agreement, or now or
hercafter existing at law or in equity or otherwise.

Section 19.3  Limitation

Notwithstanding Sections 19.1 and 19.2 and any other provision of this
Agreement, if an Event of Default occurs as described in Sub-section 19.1 (a)(ii) from a failure
to deliver by Seller under Article Il or IV or a failure of warranty of adequate gas supply under
Article V, then Buyer shall have the right to terminate this Agreement upon ten (10) Days
written notice to Seller as descnibed in Sub-section 19.2(a). If Buyer elects to so terminate this
Agreement, Seller shall be released from all obligations and liabilities under this Agresment
arising after the date of such rermination (including without limitation Buyer's remedy of Cover
Gas under Sub-section 3.1(b)); provided, however, that any and all obligations and liabilities
arising prior to such termination shall not be released. In the case of an Event of Default by
Buyer, Seiler shall provide the Financing Parties with notice of such Event of Defaulr at the
same time such notice is provided to Buyer and the Financing Parties shall have the right (but
not the obligation) for ninety (30) Days after such notice to cure the Event of Default on behaif
of Buyer or assumne or cause its designee or cause 3 Jessee or purchaser of Buyer's Facility to
assume, all of the rights and obligations of Buyer under this Agreement arising before and after
the date of such assumption. In the case of an Event of Default by Buyer and Seller elects to
pursue a remedy available under Sections 19.1(b) or 19.2(c), the measure of damages for which

~ Seller may seek recovery from Buyer is agreed to be the GIC multiplied times an appropriate

quantity of gas that is effected by the Evemt of Default, which shall not excesd the MAQ
multiplied times the Agreement Years (prorated for any partial Agrezsment Year) remaining in
the Term of this Agreement; provided, further, that the Parties agree that, due to the difficulty
of assessing acrual damages in the event of an Event of Default by Buyer hereunder, the GIC
has besn established as the measure of the liquidated damages available to Seller for such an
Event of Default by Buyer.
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Section 19.4  Financing Parties

In the event that any of tie Financing Parties or its designee assumes that
Agreement in accordance with Section 19.3 hereof:

(a) Buyer shall remain liable for any and all obligations to Seller arising or
accruing hereunder prior o such assumption. Buyer shall be released and discharged from any
oblizations to Seller arising or accruing hereunder from and after the date of such assumption;

(b} Seller shall continue this Agreement with any of the Financing Partes or
its dasignee, as the case may be, substituted in the place of Buyer hereunder; and

(c) If the assuming Party is any of the Financing Parties, such Party shall be
liable to Seller for the performance of any and all obligations to Seller under this Agresmeant,
whether arising prior to or after the date of such assumption.

ARTICLE XX
ARBITRATION

Section 20.1  Arbimation

Notwithstanding any other provisions of this Agreement, any controversy arising
out of this Agreement may be submitted to Arbitration by either Party. Any Arbitration
conducted hereunder shall be conducted in accordance with the rules of the British Columbia
International Commercial Arbitration Centre (the "BCICAC") except as such BCICAC rules may
be modified by the provisions of this Article XXX and such Arbitraton proceedings shall be
conducted in accordance with the provisions of this Aricle XX.

(a) Any Party hereto (the “Initiating Party™) may commence Arbitration
procesdings by serving Notice on the other party hereto (the "Receiving Party”), which Notice
shall contain the name of one Arbitrator who would either function as a single Arbitrator, if the
Recsiving Party consents, or as one of a panel of three Arbitrators if the Receiving Party does
not so consent. Within 14 Days after receipt of such Notice, the Receiving Party shall serve
Notice on the Initiating Party, which Notice shall contain either a consent to the Initiating Party's
Arbitrator functioning as a single Arbitrator ot the name of a second Arbitrator to function as
a member of an Arbitration Board.

(b) If the Receiving Party fails either to consent to a single Arbitrator or @
name a second Arbitator, then the Initiating Party’s Arbitrator shall function as a single
Arbitrator. If both Parties appoint their own Arbitrator, the two Arbitrators so appointed shall
name a third Arbitrator or, if they fail 1o do so within 14 Days of the second Arbitrator’s
appointment, the Parties shall prompty mest and shall attempt to agree upon 2nd te appoint such
third Arbitrator. If the Parties arc unable to agree within such 14 Day period on the choice of
a third Arbitrator then, upon request by either Party, the third Arbitrator shall be appointed by
the BCICAC.
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(¢) The single Arbitrator (the "Arbitrator®) or the three Arbitrators (the
"Board”) appointed hereunder shall be generally knowledgeable in the area of gas production,
ransportation, marketing and distribution and in the area of development, construction and
operation of -gas-fired, electric power generatien facilities, and shall be qualified by education
or experience to decide the particular matters in dispute, and shall not be employees or agents
of or otherwise have any interest in either Party or of any of their affiliates.

(d) All Arbitration proceedings shall be administered by the BCICAC in
accerdance with its "Procedures for Cases”, and the rules governing in Arbitration proceedings
shall be the "Rules for Internationa! Commercial Arbitration and Conciliatdon Proceedings” in
the BCICAC, except where such rules are in conflict with the specific provisions of this Article
XX. in which case the latter shall be paramount and prevail. The place of any Arbirration shall
be in Vancouver, British Colurnbia.

(¢) The Arbirrator or the Board (or the majority thereof), as the case may be,
shall render a decision within 45 Days after an appointment of the Arbitrator or the third
Arbitrator on the Board, as the case may be, subject to any reasonable delay due to unforeseen
circumstances. The decision of the Arbitrator, or the decision of the Board (or a majority
thereof), shall be made in writing and shall be final and binding upon the Parties, as to the
marters submined to Arbirration, and the Parties shall abide by and comply with the decision.
The Parties shall execute, acknowledge and deliver all such documents or assurances as may be
necessary to implement the decision. The written decision of the Arbitrator or the Board (or a
majority thereof), as the case may be, may be issued with or without 2 wrinten opinion and shall
be issued expeditiously; provided, however, that implementation of and compliance with the
decision shall not be delayed pending the issuance of a writen opinion.

(f) If a decision is not rendered by the Arbitrator or the Board (or a2 majority
thereof), as the case may be, within the period specified in Sub-Section 20.1 (e), either Party
hereto may serve Notice on the other Party requiring that at a new Arbitrator or Arbitrators, as
the case may be, be appointed in accordance with the procedures set forth in this Article XX.

(g) Each Party shall bear the expense of prosecuting its own case and each Party
shall each pay the compensation and expenses of its named Arbitrator when a Board is selected.
The compensation and expenses of an Arbitrator acting as the sole Arbitrator or the third
Arbitrator of any Board and all administration costs of the Arbitration shall be paid in equal
portions by the Parties.

, (h) The failure of either Party hereto to participate in an Arbitration
proceeding as scheduled by the Arbitrator or the Board, as the case may be, shall not delay the
proceeding. If 2 Party fails to participate, the Arbitrator or the Board, as the case may be, shall
issue a decision as though the non-participating party were a participant in the Arbirration
procesding and the decision shall be final and binding on such non-participating Party, in
accordancs with Section 20.1 (e).

(1) Excspt as herein otherwise expressly provided, in this Aricle XX, the
provisions of the International Commercial Arbitration Act (British Columbia). as amended from
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time to time, and any successcr legislation, shall apply to all Arbitration proceedings conducted
pursuant to the provisions of this Article XX.

(j)) Whenever there is an Arbitration proceeding under this Article, operations
under this Agreement shall continue in the same manner as they were conducted before the
Arbitration proceeding is commenced, without prejudice to either Party, pending a decision in
the Arbitration proceeding,

ARTICLE XXI
MISCELLANEQUS PROVISIONS

Section 21.1  Captions

The headings used throughoutr this Agreement are inserted for reference
purposes only and are not to be considered or taken inre account in construing the terms or
provisions of any Article or Section hereof nor to be deemed in any way to qualify, modify or
explain the effect of any such provisions or terms.

Section 21.2  Qther Agresments

This Agreement constitutes the entire Agresment between the Parties relating
to the subject matter hereof and supersedes any other agreements, written or oral, berween the
Parties concerning such subject maner. '

Section 21.3  Bindj ect

The terms and provisions of this Agrecment, and the respective rights and
obligatiosis hereunder of Seller and Buyer, shall be binding upon, and inure to the benefit of,
their respective successors and permitted assigns.

Section 21.4 -Waive efau

No wajver by either Party of any default of the other Party under this
Agreement shall operate as a waiver of a future default whether of 2 like or different character.

- Section 21.5  Wrinen Amendments

No modifications of the terms and provisions of this Agreement shall be or
become effective excapt by written amendment executed by the Partics.

Section 21.6 verabili gene

Should any provision of this Agreement for any reason be declared invalid or
unenforceable by final and unappealable order of any court or regulatory bedy having
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jurisdiction, such decision shall not affect the validity of the remaining portions, and the
remaining portions shall remain in force and effect as if this Agreement had been executed
without the invalid portion. In the event any provision of this Agreement is so declared invalid
or unenforceable, the Parties shall promptly renegotiate in good faith new provisions to eliminate
such invalidiry or unenforceability and to restore this Agreement as nearly as possible to its
original intent and effect.

Section 21.7  Surviviy]

Any provision(s) of this Agreement that expressly or by implication comes into
or remains in force following the termination or expiration of this Agreement shall survive the
termination or expiration of this Agreement.

Section 21.8  Fumher Assurances

The Parties shall execute such additional documents reasonably required
including, without limitation, a conseat to assigmment or similar documents, and shall cause such
additional action to be taken as may be required or, in the judgement of any party, may be
necessary or desirable, to effect or evidence the provisions of this Agreement and the
transactions contemplated hereby.

Section 21.9  Limitation of Liabilicv

Norwithstanding anything else in this Agreement, neither Party, nor any of its
directors, trustees, agents, officers or employees will be liable whether in contract or tort to the
other Party, its directors, wustees, agents, officers or employees for incidental, specific, indirect
or consequential damages of any nature connected with or resulting from performance or breach
of this Agreement.

Section 21.10 Governing Law

This Agreement shall be governed and interpreted in accordance with the laws
of the Province of Alberta. With the exception of any dispute submited 1o arbitration under
Article XX, the Parties submit to the exclusive jurisdiction of the courts of the Province of
Alberta for the interpretation and enforcement of this Agreement.
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IN WITNESS WHEREOF, intending to be legally bound, the Parties hereby

have caused this Agreement 10 be

entered into by their duly authorized officers and attesied w

by their respective secretaries, as of the Day and Year first above writen.

L EE

WA, IlePHEE

RGY LLC

an :mmmmumun-uum_i.wmm 1.1




- ,r'\".

Gas Sales Contract

Between

Renaissance Energy Ltd.

and

Androscoggin Energy, L.L.C.

March 11, 1997
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Gas Sales Contract
March 11, 1997

Between
RENAISSANCE ENERGY LTD. an Alberta
corporation (“Seller”)
and
ANDROSCOGGIN ENERGY, LL.C. a Delaware
limited liability corporation (“Buyer”)
Recitals
A, Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, a

supply of Gas, produced from Seller's Alberta gas reserves under the
terms and conditions hereinaiter set forth; and

B. Seller and Buyer intend to commence Gas celiveries and receipts under
this Agreement on November 1, 1998, contingent upon the satisfaction or
waiver of the conditions precedent set forth herein.

The Parties agree as follows.
Article 1
Definitions
1.1  Definitions
The following terms, when used in this Contract, shall mean:

«AEUB” shall mean the Alberta Energy and Utlities Board, and its
successors;

“Annual Quantity” shall mean, for each Contract Year, 75% of the
product of the MDQ (in effect for each Day during that Contract Year) and
the number of Days in that Contract Year;

“ Assurances Notice” shall have the meaning ascribed to it in Section 3.6;

“Baseload Quantity” shall mean, for any Day, the first 31,500 MMBtus of
Gas consumed or otherwise utilized at the Plant on that Day;
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"Bt'u." shall mean one British Thermal Unit teing the amount of heat
:ec';mred to raise the temperature of one pound of water one degree
Fahrenheit from 59° Fahrenheit to 60° Fahrenheit at a constant pressure of
1173 pounds per square inch absolute, and “MMBtu” shall mean
1,000,000 Btus;

“Business Day” shall mean any day other than a Saturday, a Sunday, a
holiday observed by the Federal Reserve or a holiday generally observed
in Alberta by Schedule “A” chartered banks;

“Buyer's First Transporter” shall mean TCPL;

“Canadian Regulatory Approvals” shall mean all permits, certificates,
licences, orders, consents, authorizations and approvals as may be
required by any governments, governmental agencies or regulatory
bodies in Canada to permit the removal of the Gas to be sold hereunder
from the province of production and the export of the Gas from Canada,
and otherwise to allow the transactons contemplated hereunder to
comunence, including but not limited to:

(a) a long term permit from the AEUB (“Remqval Permit™); and
(b) a long term licence from the NEB (“Export Licence”);

“Commodity Charges” shall mean the commodity charges assessed by
TCPL to a shipper and which are only assessed or imposed when and to
the extent transportation services are actually provided to the shipper by
TCPL to transport Gas from and downstream of Empress on a firm basis;

“Contract” shall mean this agreement, including all schedules and exhibits
hereto and all written amendments from time to time signed by the
Parties;

“Contract Year” shall mean a period of 12 consecutive Months beginning
on the first Day of November and ending at the start of the first Day of
November next following, provided that (1) if the Date of First Delivery is
after November 1, 1998 and before November 1, 1999, then the first
Contract Year shall commence on the Date of First Delivery and terminate
on the first Day of November, 1999, (2) if the Date of First Delivery is after
November 1, 1999, then the first Contract Year shall comunence on the
Date of First Deliverv and terminate on the first Dav of November, 2000,
and (3) if the Date of First Delivery is other than November 1, then the last
Contract Year of the Term shall terminate at the end of the last Day of the
120th Month after the Date of First Delivery;
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“Date of First Delivery” shall mean the later of November 1, 1958 or the

date that all of the conditions described in Secton 2.1 have been satisfied
or waived;

“Day” shall mean a period of 24 consecutive hours, beginning and ending
at 10:00 a.m. Eastern Time, or at such other hour as Buyer and Seller agree
upon;

“Delivery Point” shall mean the interconnection of the pipeline systems
of NOVA and TCPL at Empress;

“Demand Charges” shall mean the fixed demand charges, fixed pressure
charges and other fixed charges assessed by TCPL to a shipper for irm
services provided by TCPL at and downstream of Empress and which are
payable to TCPL regardless of the actual volumes of Gas (if any)
transported by TCPL for the shipper;

“Dollars” or “$” shall mean the lawful currency of the United States
unless otherwise indicated.

“Empress” shall mean the interconnecton of the pipeline systems of
NOVA and TCPL at or near Empress, Alberta, downstream of the liquids
extraction facilities located near Empress, Alberta;

“FERC” shall mean the Federal Energy Reguiatory Commission and its
successors;

“Force Majeure” shall have the meaning ascribed to it in Section 11.1;

“Gas” shall mean residue natural gas remaining after conditioning and
processing of raw natural gas and consisting primarily of methane;

“Interest” shall mean interest at the rate per annum equal to the prime
lending rate announced and published from time to tme by the Main
Branch at Calgary for The Toronto-Dominion Bank for Canadian dollar
commercial Joans made in Canada, plus 2%, per annum;

“Lenders” shall have the meaning ascribed to it in Section 13.2;
“Lenders’ Agent” shall have the meaning ascribed to it in Section 13.2;

“Maximum Daily Quantity” or “MDQ” shall mean a quantity of Gas
initially equal to 12,000 MMBtu per Day and, thereafter, such lesser
quantity as is in effect (as the MDQ hereunder) from time to time
following any reduction to the MDQ under either Section 3.4 or Section
14.4;
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“Month” shall mean a period beginmung on the frst Dav of a calendar
month and ending at the start of the first Day of the next succeeding
calendar month;

“Monthly Statement” shall have the meaning ascribed to it in Section
10.1;

“NEB” shall mean the National Energy Board (Canada) and its successors;
“NOVA" shall mean NOVA Gas Transmission Ltd. and its successors;

“Party” shall mean either Seller or Buver, as the context requires, and
“Parties” means both Seller and Buyer;

“Plant” shall mean the electrical generating plant and related facilities
(including cogeneration facilities), which is to have a nominal installed
capacity of approximately 150 megawatts and which is to be constructed
and operated at a site at or niear Jay, Maine;

“"PNGTS" shall mean Portland Natural Gas Transmission Svstem, and its
SuCCessors;

“"PNGTS Service Agreement” shall mean the transportation service
agreement to be obtained by Buver from PNGTS and providing either or a
compination of firm or interruptible transportation (as elected by Buyer)
for a quantity of Gas equal to the MDQ (less the quancdty of fuel gas
required by the PNGTS system) on PNGTS' pipeline svsiem from
Sabrevois to Jay, Maine (and other rights) for the Term;

“Price” shall have the meaning ascribed to it in SecHon 3.1;

“Purchase Notice” shall have the meaning ascribed to it in Section 3.1;
“Purchase Option” shall have the meaning ascribed to it in Secton 3.1;
“Purchase Period” shall have the meaning ascribed to it in Section 3.1;
“Purchase Quantity” shall have the meaning ascribed to it in Section 3.1;

“Sabrevois” shall mean the proposed TCPL export point to be located at
the proposed interconnection between the facilities of TCPL and PNGTS
at or near Sabrevois, Quebec;

“Sabrevois Price” shall mean, at the applicable time in respect of a
particular Purchase Notice, a price for Gas delivered on TCPL to, and sold
at, Sabrevois reflecting the market price for Gas at that point under
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ransactons naving terms similar to the Purchase Notce including,
without limitation.

(a) the Purchase Period;
(b)  the Purchase Quantity; and

(c) the firm nature of the sale and purchase obligations and the other
terms of this Contract that are applicable to the Purchase Notce
{(but ignoring the Delivery Point and Price under the Purchase
Notice);

“TCPL” shall mean TransCanada PipeLines Limited and its successors;

“TCPL Service Agreement” shall mean the transportation service
agreement to be obtained by Buyer from TCPL and having a “Contract
Demand” equal to 12,000 MMBtus per Day for transportation on a firm
basis on TCPL's system from Empress to Sabrevois, for the Term;

“Term” shall have the meaning ascribed to it in subsection 4.1(a);

“Transporters” shall mean NOVA, TCPL and PNGTS, and “Transporter”
shall mean any one of them as the context requires;

“Umpire” shall mean, at the applicable time, the individual or firm to be
used (pursuant to Section 5.2) to establish the Sabrevois Price in respect of
a Purchase Notice;

“United States Regulatory Approvals” shall mean all permits, certificates,
licences, orders, consents, authorizations and approvals as may be
required by any govermunents, governmental agencies or regulatory
bodies in the United States to permit the importation into the United
States of the Gas to be sold hereunder, and otherwise to allow the
transactons contemplated hereunder to commence;

“Unutilized Capacity” shall mean, for each Day:

(a) the amount (if any) by which the MDQ exceeds the aggregate of the
Purchase Quantities under all Purchase Notices in effect for that
Day, provided that such aggregate Purchase Quantities shall
exclude the Purchase Quantities uncer those Purchase Notices for
which deliveries have been suspended by Seller under either
subsecdon 3.6(b) or Section 10.2 and for which deliveries have been
suspended due to Buyer’s Force Majeure,

LESS
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the sum of each Purchase Quantity which would have been in effect
for that Day but for Seller’s termination of the applicable Purchase
Notice(s) under either or both of subsections 3.6(’1.3). and 3.6(d), but a
Purchase Quantity will ondy be included in this clause (b) if Seller
has not elected to use the applicable portion of the TCPL Service
Agreement (under the applicable subsection 3.6(b) or (d)} in respect
of the Purchase Quantity under the terminated Purchase Notice;

LESS

the sum of each Purchase Quantity under the applicable Purchase
Notice(s) in respect of which Seller has suspended deliveries under
either or both of subsection 3.6(b} and Section 10.2, but a Purchase
Quantity will only be included in this clause (c) for any Day during
the suspension of deliveries that Seller has not elected to use the
applicable portion of the TCPL Service Agreement (under
subsection 10.2(e)) in respect of the Purchase Quantitv under the
suspended Purchase Notice; and

LESS

the sum of each Purchase Quantity under the applicable Purchase
Notice(s) in respect of which Buver has declared Force Majeure (but
only to the extent Buver’s takes are affected by the Force Majeure
occurrence), but a Purchase Quanstty (or applicable portion thereof)
wiil only be included in this clause (d) for any Day during the
continuation of the Force Majeure occurrence that Seller has not
elected to use the applicable portion of the TCPL Service under
Section 11.6.

For clarification purposes and assuming that (1) Seller has not
terminated any Purchase Notices under either or both of
subsections 3.6(b) and 3.6(d), (2) Seller has not suspended deliveries
under either subsection 3.6(b) or Section 10.2, and {3) Buver has not
declared Force Majeure, the Unutlized Capacity equals the lesser
of (1) the MDQ, and (2) the Contract Demand under the TCPL
Service Agreement, for each Day when there is no Purchase Notce
in effect; and

o “Waddington Price” shall mean, for any Day in a Month, the price
specified as the “Curr. Avg.” price for that Month for “Iroquois, ON” in
the “Border Price” column found in the table entitled “Canadian Export
and U.S. Spot Gas Prices” as published in Canadian Gas Price Reporter for
that Month.
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Article 2
Conditions Precedent

2.1 Conditions Precedent

The obligations of each of Seller and Buyer under this Contract {other than those in
this Article 2) are subject to the satisfaction or waiver of each of the following
conditions (in accordance with the terms of this Article 2);

(a)  Seller obtaining the Removal Permit and all other Canadian
Regulatory Approvals (if any) required by it to deliver the MDQ
(and related TCPL fuel gas) to Buyer at the Delivery Point and to
permit the removal of that quantity of Gas from Alberta, for the
Term;

(b)  Buyer obtaining the Export Licence and all other Canadian
Regulatory Approvals (if any) required to take delivery of and
purchase the MDQ from Seller at the Delivery Point, to transport
the MDQ to Sabrevois and to export the MDQ from Canada, for the
Term;

(c)  Buver obtaining the TCPL Service Agreement on or before
September 1, 1999;

(d) Buver obtaining the PNGTS Service Agreement on or before
September 1, 1999;

(e) Buyer obtaining an import authorization for the Term and all other
United States Regulatory Approvals (if any) required to import the
MDQ into the United States and transport the MDQ on the PNGTS
system to its Plant;

(5 Seller reviewing the TCPL Service Agreement and being satisfied
with Buver's rights and obligatons under that agreement. In
particular, Seller must be satisfied that the terms of that agreement
are consistent with transportation commitments which Seller
would commit to in the ordinary course of its business (for similar
service), the Parties recognizing that during the Term (and possibly
beyond the Term) Seller is entitled to the benefit of and obligated to
perform the shipper’s position under that agreement;

(g)  Buver shall have achieved finandal closing on or before September
1, 1998 with respect to all of the financing necessary. for the
construction and commencement of operations at the Plant;
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(h) ?CPL shall have ootained NEB approval for rolled-in tolling for the
firm service to be provided to Buyer under the TCPL Service
Agreement;

(1) the PNGTS systemn shall have achieved its in-service date by not
later than November 1, 1999; and

§); the Plant shall have comunenced commercial operations by not later
than December 31, 1999.

2.2 Satisfaction of Conditions

Each Party shall use comunerdally reasonable efforts and proceed in a timely
manner to satisfy each of the conditions for which it is responsible. Without
limiting the foregoing:

(a)  Seller and Buyer shall each file applications for the Canadian
Regulatory Approvals required by each of them by January 1, 1398;
and

(b)  Buyer shall file an application for the required United States
Regulatory Approvals by January 1, 1998.

For the purposes of subsection 2.1(g), financial closing shall be deemed o have
been achieved when Buver executes a loan agreement with the Lenders and the
first disbursement to Buver of available funds thereuncer occurs. For purposes
of confirming that the necessary financing documentation has been finalized,
Selter shall (1) not have access to such documentation, and (2) accept a certificate
signed bv Buyer and the Lenders (or Lenders’ Agent if one has been designated
to Seller) confirming that the necessary financing for the construction and
commencement of operations at the Plant has closed and the first disbursement
to Buyer of available funds has occurred.

2.3  Status Reports

(a)  Each Party, upon the written request of the other Party, shall
provide the other Party with a written status report (not more often
than once every Month) outlining its progress in satisfying the
conditions for which it is responsible. Each such report shall
include information outlining any anticipated delay or impediment
to the satisfaction of any condition and, in the case of an anticipated
delay, the report shall specify the expected length of the delay.
However, any such anticipated delay shall not extend the time
period established in Section 2.4.

164299/ 38v1.rgp - 99




() Each Party shall respond ‘o all reasonable requests Zom the other
Party for information relating to this Contract.

24  Timing for Completion of Conditions

Each of the conditions in Section 2.1 (for which an earlier date is not specified)
must be completed to the satisfaction (as to form and substance) of both Parties,
acting reasonably, or have been waived by the Parties, by not later than December
31, 1999 and in accordance with Section 2.5.

2.5 Failure to Complete Conditions Precedent

In the event that any of the conditions precedent are not satisfied by the Party
charged with the responsibility for the satisfaction of such condition to the
satisfaction of both Parties, acting reasonably, or waived (by both Parties) by the
earlier of the date spedfied within a condition precedent for its satisfaction or the
applicable date spedsied in Section 2.4, then, at any time following the applicable
date and until such time as such condition or conditions precedent are satisfied or
waived, either Party shall be entitled at any time after the spedified date until the
satisfaction or waiver of such conditions precedent, to terminate this Contract. Any
such termination shall be effecive upon the terminating Party giving written
notice to the other Party, provided that any such termination shall not affect the
rights and obligations of the Parties which accrued prior to the time of termination.

2.6  Notice - Completion of Conditions

(a)  Each Partv shall forzhwith give notice to the other Party when it
believes that a condition has been satisfied. If a Party receives an
authorization or agreement which it is not prepared to accept or
which the other Party is not prepared to accept (acting reasonably)
and if the date for the satisfaction of the condition has not yet
passed, then Section 2.2 shall continue to apply and such Party
shall continue to use all commercially reasonable efforts to obtain
an acceptable authorization or agreement; and

(b)  The other Party shall, within 10 Days from the receipt, pursuant to
subsection 2.6(a), of any notice and copies of the relevant
authorizations or agreements, as applicable, advise of its
acceptance or rejection thereof and, if rejected, detailed reasons for
the rejection. If the Party from whom acceptance is required has not
provided written notice of its acceptance or rejection within such 10
Day period, then the condition shall be deemed to have been
satisfied in an acceptable manner to both Parties. If the Party from
whom acceptance is required has rejected such satisfaction of the
condition and provided reasons within such 10 Day period, then
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this Contract may be terminated by either Party uniess the date for
the satisfaction of the condition has not passed. If a replacement
authorization or agreement {for the one rejected) is not obtained
before the specified date for the completion of the condition, then
Section 2.5 shall be applicable.

2.7 Commencement of Obligations

Delivery, purchase, payment and all other obligations under this Contract, other
than those in Article 2, shall begin on the Date of First Delivery and shall remain in
full force and effect for the Term unless the conditons in Section 2.1 have rot been
completed or waived pursuant to Secton 2.4. In the event the conditions have not
been completed or waived pursuant to Section 2.4, and if this Contract has not
been earlier terminated under Section 2.5, then this Contract shall terminate
effective December 31, 1999.

Article 3
Gas Supply and Purchase Obligations; Nominations

3.1  Buyers Purchase Options and Obligations

(a)  Subject to Section 3.6 and subject to Buver’s obligations under
Section 3.7, Buyer has the opton (“Purchase Option”) exercisable
from time to tme during the Term by notice to Seller ("Purchase
Notice”) to require that Seller deliver a firm daily quantitv of Gas
to Buver on each Day during a specified period consisting of one or

more consecutive Days (“Purchase Perjod”).

(b)  The Purchase Option is exercisable by Buver delivering a Purchase
Notice to Seller at any time prior to the earlier of:

() the start of the fourth Business Dayv preceding the first Day
of the Month which includes the first Day of Purchase
Period; and

(i) the start of the second Day preceding the Day during which
TCPL must receive a nomination for service comumencing on
the first Day of the Month which includes the first Day of
Purchase Period.

Purchase Notices are to be delivered to the attention oi Seller’s
“Gas Operations” as specified in Section 17 4.

(¢)  Each Purchase Notice shall spedify:
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(i)
(if)

(i)

1T

the Purchase Period;

the firm daily quantity of Gas (not exceeding the MDQ and
expressed in MMBtus) to be delivered by Seller and
purchased and taken by Buyer pursuant to a Purchase
Option exercised in accordance with subsection 3.1(b)
(“Purchase Quaptity”) on a firm basis on each Day during
the Purchase Period (which daily quantity shall be constant
during the Purchase Period); and

Buyer’s proposed Sabrevois Price (per MMBtu) for the
Purchase Pericd.

(d)  Buyer shall have the obligation to take delivery of and pay for the
Purchase Quantity on each Day of a Purchase Period except:

(i)
(i)

to the extent excused by Force Majeure; and

to the extent a Purchase Notice is either terminated or void
ab initio pursuant to subsections 3.3(c), 3.6(b), 3.6(c), 3.6(d) or
3.7(h).

(e)  As Buyer is entitled to issue Purchase Notices having both
Purchase Quantities and Purchase Periods selected bv Buyer in its
discretion (but subject always to its obiigations under Section 3.7), it
is recognized that there may be times during which more than one
Purchase Notice is in effect for a particular Day, so long as:

(1)

(i)

each Purchase Notice was timely delivered to Seller in
accordance with the requirements of this Contract; and

the aggregate of the Purchase Quantities (under all Purchase
Notices) in effect for each Day shall not exceed the MDQ in
effect under this Contract for that Day.

3.2 Seller’s Delivery Obligations

(a) Subject to Section 3.6, Seller shall have the obligation, pursuant to
each valid Purchase Notice, to deliver at the Delivery Point during
each Day of a Purchase Period:

(1)
(ii)
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the quantity of Gas required on that Day by TCPL, as fuel
gas, to transport each such Purchase Quantity from Empress
to Sabrevois,




except o the extent excused by Force Majeure or when Seller has
suspended deliveries under subsecton 3.5(b), Section 10.2 or any

other provision of this Contract which entitles Seller to suspend
deliveries.

(b)  Seller has no obligation to deliver Gas pursuant to a Purchase
Notice if Buyer failed to satisfy the requirements of subsections
3.1(b) and (¢) in all respects. In particular and without limiting the
generality of the foregoing, any Purchase Notice not delivered to
Seller prior to the time specified in subsection 3.1(b) shall be
deemed to be null and void ab initio.

'(c) Seller has no obligation to commence deliveries prior to the Date of
First Delivery.

3.3 Nominations - Transporters

(a)  Seller is responsible for all nominations with Transporters
upstream of the Delivery Point and Buyer is responsible for all
nominations with Transporters at and downstream of the Delivery
Point.

(b)  Buyver, when making any change to a nomination already in place
(in accordance with a Purchase Notice) due to a Force Majeure
occurrence or other event precluding Buver from taking socme or ail
of a Purchase Quantity from Seller, shail firstly telephone the
nomination or change in nomination to Seller's Gas Operations
personnel at the telephone number as specified in Section 17.4 and
in all cases promptly provide written confirmation of the change in
nomination via facsimile transmission to Seller's Gas Operations
personnel at the facsimile number so provided in Section 17.4
hereof. When communicating with Buyver in respect to any such
nominations received from Buyer, Seller shall contact Buyer's Gas
Operations personnel as specified in Section 17.4. The ability of a
Party to change its nominations pursuant to this Section does not
relieve that Party from anv of its obligations under this Contract
(unless otherwise excused hereunder) including, without
limitation, the obligation to make payment in accordance with
Section 7.1 or Section 7.2 in respect of any Supply Failure or Take
Failure or the Buyer's obligations under Section 3.7.

(c) In the event that the nomination procedures of any of the
Transporters is changed at any time in a manner which adversely
affects a Party’s ability to imely perform its obligations hereunder,
then Buyer and Seller shall work together in good faith and use all
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()

(d)

c15-

commercally reasorable efforts to develep, amend, implement and

Dainfain nomination procedures that are consistent with the

nomination and operational requirements of the Transporters and

tche original intentions of the Pardes as reflected by the terms of this
ontract.

3.4 Take or Release

If the aggregate of the Purchase Quantities for any 3 consecutive
Contract Years is less than the sum of the Annual Quantities for
such Contract Years, then either Party (“Reducing Partv”) shall
have the right, by notice (“Reduction Notice”) to the other Party
("Reduction Recipient”) given at any time within 60 Days following
the end of such third Contract Year, to reduce the MDQ to a daily
quantity equal to the simple average of the Purchase Quantities
which were in effect for each Day during such 3 Contract Years. For
purposes of clarification and when calculating such simple average,
for any Day that there is no Purchase Notice in effect, the Purchase
Quantty shall be deemed to be zero. Nothing herein shall be
construed to relieve Buyer of either its obligation to receive and
purchase the Purchase Quantity or its liability under Section 7.2 (if
it fails to do so}.

Any such reduction in the MDQ shall be effective as of the first Day
of the third Month following the end of such third Contract Year.

The failure of either Party to exercise its MDQ reduction rights
uncer subsection 3.4(a) at any time in respect of any 3 consecutive
Contract Years (“Wajved Years”) shall not preciude such Party
from exercising such rights at a later time (other than in respect of
the same 3 Waived Years). Nothing shall prevent such Party from
using the second or third of such Waived Years in conjunction with
the following Contract Year or Contract Years when exercising
rights hereunder at a later time.

Any time that the MDQ is reduced pursuant to this Section, if the
Reduction Recipient is the Seller, then Seller shall have the option
to require that Buyer assign a portion of the TCPL Service
Agreement to Seller. To exercise this option, Seller must notify
Buyer, within 15 Days of receiving the Reduction Notice, that Seller
elects to take an assignment of that portion of the TCPL Service
Agreement required to transport, on a firm basis ffom Empress to
Sabrevois, a quantity of Gas equal to the amount of the reduction in
the MDQ. Upon receipt of Seller’s election, Buyer shall assign the
applicable portion of the TCPL Service Agreement to Seller, such
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(e)

(f)

214 -

assignment to be effectve as of the cate that the reduction in the
MDQ is to become effective (as stipulated in subsection 3.4(b)).
Buyer shall be responsible for all obligations to TCPL under the
assigned portion of the TCPL Service Agreement up to such
effective date and Seller shall be responsible for all obligations
pertaining to the assigned portion of the TCPL Service Agreement
after that date. Buyer represents and warrants to Seller that any
such assignment shall be made free and clear of any claims,
security interests, encumbrances or other burdens of any nature or
kind whatsoever such that Seller shall obtain the applicable portion
of rights and benefits under the TCPL Service Agreement free and
dear of any and all adverse claims and interests whatsoever for its
sole use and benefit. Without limiting the foregoing, Buyer shall
obtain, on or before the time Buyer is to make such assignment to
Seller, a release of any rights or interests the Lenders may have in
such assigned portion of the TCPL Service Agreement.

Any time that the MDQ is reduced pursuant to this Section, if the
Reduction Recipient is the Buyer, then Buyer shall have the option
to require that Seller accept an assignment from Buyer of a portion
of the TCPL Service Agreement. To exercise this option, Buyer
must notify Seller, within 15 Days of the receiving the Reduction
Notice, that Buver elects to put to Seiler that portion of the TCPL
Service Agreement required to transport, on a firm basis from
Empress to Sabrevois, a quantity of Gas equal to the amount of the
reduction in the MDQ. 3eller shall accept an assignment of the
applicable portion of the TCPL Service Agreement, such
assignment to be effective as of the date that the reduction in the
MDQ is to become effective (as stipulated in subsection 3.4(b)). The
last three sentences of subsection 3.4(d) shall apply, mutatss
mutandis, to the assignment by Buver to Seller under this
subsection.

In the event any election by either Party has the effect of reducing
the MDQ below 2,000 MM Btus per Day (“Einal Election™), Seller
shall have the right, by notice to Buyer given within the time period
required to reduce the MDQ, to terminate this Contract effective as
of the Day that a MDQ reduction would have taken effect. The
provisions of subsection 3.4(e) (including the last sentence thereof)
shall apply, mutatis mutandis, giving Buyer the option to assign to
Seller that portion of the TCPL Service Agreement required to
transport that MDQ which was in effect under this Contract
immediately prior to the Final Election.

164299/38rv01.gp - 49




3.5 Maintenance of Authorizations and Arrangements

Each Party shall use all commerdally reasonable efforts during the Term to
maintain in effect suffident regulatory authorizations and other arrangements in
order to ensure the full performance of its obligations and to ensure the other Party
is able to obtain the benefit of all of its rights under this Contract.

3.6  Credit Requirements

(a)  Notwithstanding anything else herein contained:

(i)

(id)

Buver does not have the right to require that Seller deliver
any Purchase Quantity for any Day under a Purchase Notice;
and

Seller has no obligation to deliver Gas under any Purchase
Notice,

urdess Seller has first received reasonable financial assurances
(reasonably satisfactory to Seller) ensuring that Seller will be paid
in full for all of the Purchase Quantities to be delivered by Seller
under each Purchase Notice.

(b) Although Seller shall act reasonably when demanding financial
assurances and make reasonabie efforts to avoid being oversecured
at anv Hme, the Parties recognize that the amount of financial
assurances which Seller is entitled to request:

(1)

(ii)
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will vary with the level of the Purchase Quantity under a
Purchase Notice, the length of the Purchase Period under
each Purchase Notice, the number of Purchase Notices
outstanding, and other matters; and

will reflect the independent creditworthiness of the Buyer
from time to time such that at certain times it will be
reasonable for Seller to request:

A. a prepayment to be received by Seller 4 Business Days
prior to the start of each Month during a Purchase
Period, for the Seller's estimated value of the
aggregate Purchase Quantity to be delivered during
that Month; or

B. letters of credit for the amounts which will become
due and payable to Seller under each Purchase
Notice; and




()

-lo -

will not exceed the financial assurances wiich are reasonable in the
Gas marketplace for similar transactions.

[f Buyer is to provide prepayments for each Month in respect of a
Purchase Notice and fails to timely provide such prepayment for
any Month, Seller shall be entitled to refuse to deliver Gas for the
Month for which a prepayment was not received (or to
immediately suspend deliveries if Seller has alreadv commenced
deliveries for that Month) until 2 Business Days following the Day
during which the proper prepayment is received. If Seller’s
suspension of deliveries under this subsection continues for 90
consecutive Days, then Seller may terminate the Purchase Notice
on 1 Business Day’s rotice to Buyer without liability to Buyer and
without waiving any rights or remedies. Following the termination
of a Purchase Notice (“Terminated PN”) under this subsection
3.6(b), (1) Buver shall be precluded from forwarding a Purchase
Notice to Seller for all or anv portion of the originally specified
Purchase Quantity under the Terminated PN for the remainder of
the originally specified Purchase Period under the Terminated PN,
and (2} Seller shall have the option (but not the obligation) to have
the exclusive daily use and benefit of that porton of the TCPL
Service Agreement equal to the originally specified Purchase
Quantity under the Terminated PN for the remainder of the
originally specified Purchase Period under the Terminated PN. If
Seller fails to elect (bv notice to Buver) to make use of the TCPL
Service Agreement under this subsecton within 5 Business Days of
terminating the Terminated PN, Seller shall be deemed to have
elected not to make use of the applicable porton of the TCPL
Service Agreement and Buyer shall be solely responsible for the
applicable TCPL Demand Charges and shall ve entitled to use that
portion of the TCPL Service Agreement equal to the originally
specified Purchase Quantity under the Terminated PN for the
remainder of the originally specified Purchase Period under the
Terminated PN.

From time to ime, Seller shall notifv Buver of its requirements for

financial assurances (“Assurapnces Notice”). Each Assurances
Notice shall:

(i) remain in effect until replaced by Seller with a subsequent
Assurances Notice; and

(i) be structured so that Buyer is able to determine Seller’s
credit requirements each time Buyer intends to exercise the
Purchase Opdon. For example and without limitation,
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(d)

Seller's Assurances Notice can recuire either Monthiy
prepayments (as described in subsecton 3.6(b)) or letter of
credit security for (1) a specified amount per MMBtu
(multiplied by the aggregate quantity to be delivered under
the applicable Purchase Notice), or (2) a percentage (not
exceeding 100%) of the aggregate amount (or a reasonable
estimate thereof) which will be pavable to Seller over the
Purchase Period. In addition, the Assurances Notices shall
detail the acceptable form and content required of any
security to be provided by Buyer.

Each Purchase Notice forwarded by Buyer shall incude finandal
assurances meeting the requirements of the Assurances Notice then
in effect, otherwise such Purchase Notice shall, at Seiler’s option, be
void ab initio, provided that, for any Purchase Notice that Buyer is
required to provide prepayments, Seller's termination remedy shall
be as set out in subsection 3.6(b) and Section 10.2. For Buver's
Purchase Notice to be void for this reason, Seller must have
provided Buyer with a notice to that effect within 1 Business Day
after receiving both the Purchase Notice and the inadequate
security from Buyer.

In resoect of any Purchase Notice (” urchase Notice”) having a
Purchase Period in excess of 7 Months and under which Seller is
rot tullv secured (whether by way of letters of ctecit, Monthly
prepavments, or otherwise) for all Gas remaining ‘o be delivered
thereunder, if Seller (acting reasonablv) believes at any time that
Buver's creditworthiness has deteriorated (when compared with
Seller’s assessment of Buver's creditworthiness at the time the LT
Purchase Notice was delivered to Seller), then Seller is entitled to
require that Buyer deliver sufficient reasonable security to Seller. If
Buyer fails to provide the requested security within 3 Business
Days of Seller's request, Seller in its sole ciscretion may,
immediately after deliverv of notice to Buver, without liability to
Buver and without waiving any rights or remedies it has
(including, without limitation, those under Section 7.2), ‘erminate
the LT Purchase Notice. Following the termination of an LT
Purchase Notice under this subsection 3.6(d), (1) Buyer shall be
precluded from forwarding a Purchase Notice to Seller for all or
anv portion of the originally specified Purchase Quantity under the
terminated LT Purchase Notice for the remainder of the originally
specified Purchase Period under the terminated LT Purchase
Notice, and (2) Seller shall have the option (but not the obligation)
to have the exclusive daily use and benefit of that portion of the
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TCPL Service Agreement equal to the originally specified Purchase
Quantty under the terminated LT Purchase Notce for the
remainder of the originally specified Purchase Period under the
terminated LT Purchase Notice. If Seller fails to elect (by notice to
Buyer) to make use of the TCPL Service Agreement under this
subsection within 5 Business Days of terminating the LT Purchase
Notice, Seller shall be deemed to have elected not to make use of
the applicable portion of the TCPL Service Agreement and Buyer
shall be solely responsible for the applicable TCPL Demand
Charges and shall be entitled to use that portion of the TCPL
Service Agreement equal to the originally specified Purchase
Quantity under the terminated LT Purchase Notice for the
remainder of the originally spedified Purchase Period under the
terminated LT Purchase Notice.

3.7  Supply Exclusivity

(a) In this Section, “Incremental Gas” shall mean, for any Day, the
quantity of Gas consumed or otherwise utilized at the Plant during
that Day above the Baseload Quantity, up to a maximum of the
MDQ in effect for that Day.

b) Except as otherwise contemplated within this Section 3.7, Seller has
the exclusive right to supply the Incremental Gas on each Day in
prioritv to any and all persons whomsoever including, without
limitation, Buyer.

(c) Buver shall not consume or otherwise utilize Gas at the Plant (or
allow any Gas to be consumed or otherwise utilized at the Plant) on
any Day in excess of the Baseload Quantity from any source
whatsoever (whether Gas acquired from third pardes, Gas owned
by Buyer, or otherwise) unless:

(i) the Gas so consumed or utilized was Incremental Gas
acquired from Seller; or

(i) Seller failed to deliver all or any portion of the Incremental
Gas to Buyer on that Day pursuant to a Purchase Notice in
effect for that Day, but only to the extent of such failure by
Seller and only to the extent Seller’s failure to deliver is not
due to Seller having suspended deliveries due to a2 Buyer
default under this Contract; or

(iii) the third party Gas consumed at the Plant is Gas purchased
by Buyer to replace the Purchase Quantity under a Purchase
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(iv)

Notice terminated by Seller under subsections 3.6(b) or
3.6(d) but only for the remainder of the originally specified
Purchase Period under the terminated Purchase Notice: or

Buyer has complied with the requirements of subsecton
3.7(1) (before acquiring the Gas) and Seller chose not to sell
that Gas to Buyer thereunder.

(d)  For purposes of certainty and without limiting the generality of the
foregoing:

(1)

(idi)

154299/ 3Sev0l.gp - #9

Buyer shall not consume or otherwise use Gas at the Plant
(or allow any Gas to be consumed or otherwise utilized at
the Plant) on any Day above the Baseload Quantity if there is
no Purchase Notice in effect for that Day including, without
limitation, when a Purchase Notice is deemed to be void ab
initio pursuant to any term hereof or when Buyer terminates
a Purchase Notice due to Buver not accepting a Sabrevois
Price selected by an Umpire, provided that nothing herein
shall prevent Buyer from purchasing Gas:

A up to the onginally specified Purchase Quantity
under a Purchase Notice terminated by Seller under
subsections 3.6(b) or 3.6(d) for the remainder of the
originally specified Purchase Period under the
terminated Purchase Notice; or

B. pursuant to and in compliance with subsection 3.7(1);

Buver shall not use or otherwise consume any Gas at the
Plant (or allow any Gas to be consumed or otherwise
utilized at the Plant) above the Baseload Quantity on any
Day when Seller has suspended its deliveries pursuant to

any provision of this Contract entitling Seller to suspend

deliveries due to a default by Buyer in its obligations to
Seller hereunder;

on any Day that Buver does not purchase any Incremental
Gas from Seller, the Unutilized Capacity shall equal the
MDQ in effect on that Day (but excluding from the MDQ
those quantities suspended by Seller in circumstances where
Seller has not elected to make use of the TCPL Service
Agreement) and Seller shall have first priority use to the
TCPL Service Agreement in accordance with Section 14.1;
and




(e)

(iv) on any Day that the quantity of [nccemental Gas purchased
by Buyer from Seller is less than the MDQ for that Day, the
Unutilized Capacity shall equal the amount by which the
MDQ exceeds such purchased quantity of Incremental Gas
(but excluding from the MDQ those quantities suspended by
Seller in circumstances where Seller has not elected to make
use of the TCPL Service Agreement) entitling Seller to first
priority use of the TCPL Service Agreement in accordance
with Section 14.1.

Buver shall not allow any other person to utilize the Plant and
Buyer shall not assign, lease or otherwise alienate any of its interest
in the Plant or otherwise operate the Plant In any manner
whatsoever which reduces Seller’s exclusive supply rights under
this Contract. Buyer represents and warrants that, on the Date of
First Delivery, it will be the sole legal and benefidal cwner of the
Plant subject only to the security interests granted to the Lenders.

If any Gas (not purchased from Seller) is consumed or otherwise
utilized at the Plant on any Day above the Baseload Quantity, then
Buyer shall pay to Seller, for that Day, an amount (“Gas Inventory
Charge” or “GIC") calculated as follows:

GIC =5.20 x [IG - (DS + PS)]

Where:

IG = the quantity of Incremental Gas conswred or
otherwise utilized at the Plant on that Day which was
not purchased from Seller

DS = the quantity of Gas acquired by Buyer to replace the
Gas which Seller was obligated to but failed to deliver
on that Day, determined in accordance with clause
3.7(c)(ii)

PS = that portion of the quantity of Incremental Gas which

Buyer acquired from third parties but only to the
extent Buyer was entitled to buy that third party Gas
as permitted in accordance with clause 3.7{c)(iii) and
subsections 3.7(h) and 3.7(1)

The GIC represents a genuine pre-estimate by the Parties of the
Seller's loss when Buyer fails to comply with its obligations under
this Section.
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(1)

Sl‘_'bsecn'on 3.7(f) shall not te applicable in respect of that quantty
of Gas consumed or otherwise utilized at the Plant on any Da‘y
which exceeds the sum of the Baseload Quantty and the MDQ for
that Day (if Buyer has purchased a quantity of Incremental Gas
from Seller for that Day equal to the MDQ).

Notwithstanding the foregoing restrictiors on Buyer in this SecHon
3.7:

() if Buyer at any time forwards a Purchase Notice to Seller
having a Purchase Pericd exceeding 7 Months but fails to
include financial assurances meeting the requirements of the
Assurances Notice in effect at that time under this Contract;
and

(i) Seller elects under subsection 3.6(c) that such Purchase
Notce is void ab tnitio,

then Buyer shall be entitled to purchase Inczemental Gas from any
third party equal to the Purchase Quantity (“Third Partv
Quantity”), for the Purchase Period (“Third Pa 1 a
Peried”), and at no higher price, ail as set forth in the void Purchase
Notice, without contravening this Section, provided that Buyer
does not provide the third party Gas supplier with financial
assurances in excess of those offered to Seller.

Notwithstanding the foregoing restrictions on Buver in this Section
5.7, if Buyer falis to timely exercise the Purchase Option for any
Month and thereafter determines that it requires Gas for that
Month, Buyer shall be entitled to purchase Gas for consumption at
the Plant for all or a portion of the remainder of that Month in
accordance with the following:

(1) Buyer shall provide Seller with a notce (“ROFQ Notice”)
specifying all terms (including but not limited to the price
and the purchase period) (“Terms”) under which Buyer
desires to purchase and receive delivery of such Gas and
giving Seller the right of first offer to sell and deliver such
Gas to Buyer;

(4) Seller shall have 1 Business Day after receipt of the ROFO
Notice within which to notify Buver whether it accepts
Buyer’s offer to sell Gas to Buyer on the Terms. If Seller
accepts the Terms, the Parties shall sell and purchase Gas in
accordance with the Terms;
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(j)

.22

(i)  if Selier does rot accept the Terms or fails to notify Buyer of
its election within 1 Business Day after receiving a ROFO
Notice, then Buyer shall be entitled, for the entire purchase
period specified in the ROFO Notice, to purchase Gas from
any other entity; provided, however, that (1) the price paid
by Buyer to such other entity does not exceed (but may be
less than) the price offered to Seller in the ROFO Notice, and
(2) the remaining terms of that gas purchase transaction
(from the perspective of the seller thereunder) are not more
favourable than the Terms offered to Seller;

(iv) Buyer has no entitlement whatsoever to recall the TCPL
Service Agreement to transport any Gas purchased from
another entity under this subsection 3.7(i); provided,
however, that Buyer may transport such Gas using all or any
pordon of the TCPL Service Agreement that Seller elects not
to utilize pursuant to any applicable provision of this
Contract so long as Buyer is responsible for all associated
Demand Charges and Commodity Charges; and

(v) if Buver wishes to purchase Gas from another entity on
different terms more favourable to such entity than the
Terms specified in the ROFO Notice, then Buyer may only
do so after first offering Seller a further opportunity to
supply the Gas in accordance with this subsection 3.7(i).

Buyer is not entitled to purchase Gas pursuant to this provision to
replace any quantities for which Seller has suspended deliveries
under any provision of this Contract due to a default by Buver. For
purposes of clarity and certainty, when Buver is not so entitled to
purchase Gas, Buyer has no obligation to provide to Seller an
ROFO Notice.. If Seller is of the opinion that Buyer has purchased
Gas from another entity on terms more favourable than the Terms
offered to Seller, then Seller shall be entitled to refer the matter to
an arbitrator under Section 16.1. The arbitrator shall have the
authority to award damages to Seller if Buver has breached its
obligations to Seller under this subsection 3.7(1).

For purposes of certainty and without in any way limiting Seller’s
rights under Section 14.1, when Buyer purchases Gas from a third
party pursuant to subsection 3.7(h):

(i) Buyer has no entitlement whatsoever to recall or otherwise
use the TCPL Service Agreement to transport that Gas; and
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4.1

Term

(a)

(b)

(c)

235

(1) Buyer shall not be entitled 0 forward a Purchase Notice to
Seller, during the Third Party Purchase Period, for a daily
quantity of Gas equal to some or all of the Third Party
Quantity such that, and in addition to Seller’s other rights
under this Contract to use the TCPL Service Agreement from
time to time, the Unutilized Capacity shall never be less than
the Third Party Quantity during each Day of the Third Party
Purchase Period.

Article 4
Term of Contract

This Contract shall commence on the date hereof and shall, subject
to any provisions relating to earlier termination and subsection
4.1(b), continue in full force and effec: for 120 Months following the
Date of First Delivery (“Term™).

Not less than 12 months prior to the end of the Term, either Party
shall be entitled to notify the other Party (“Extension Notica”) that
it wishes to negotiate an extension to the Term. Unless the Party
receiving the Extension Notice notifies the other Party that it does
not wish to extend this Contract (such notice to be given wizhin 15
Days of receiving the Extension Notice), then the Parties shall meet
for the purposes of agreeing upon the terms which shall apply
during the extended period. If the Parties fail to reach agreement
on all terms within 180 Days from the date the Extension Notce
was received by the receiving Party, then the negotiations shall
terminate, neither Party shall have any further obligations to the
other Party under this subsection, and this Contract shall terminate
at the end of the Term. Any extension of the Term is subject to each
Party obtaining the authorizations, approvals and transportation
service arrangements required by that Party in order to perform its
obligations during the extended period.

Upon:
(i) the expiration of the Term of this Contract, or

(i) the earlier termination of this Contract as a result of any
material default hereunder,
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any capacity under the TCPL Service Agreement not previously
assigned to Seller hereunder or which is not required to be assigned
to Seller under either Section 10.2 or Section 14.4(d) shall remain
the capacity of Buyer, and Seller shall have no right to require
Buyer to assign such capacity to Seller hereunder except to the
extent Buyer is in default (at the time of termination) of an accrued
obligation to assign all or any pordon of the TCPL Service
Agreement to Seller.

Article 5
Rates and Charges

5.1 Monthly Charges

For each MMBtu of Gas delivered by Seller to Buver during a Month under each
Purchase Notice (other than Gas delivered to Buyer for TCPL fuel gas purposes
pursuant to clause 3.2(a)(ii)), Buyer shall pay Seller, in Dollars and as invoiced by
Seller pursuant to Section 10.1, the "Price” applicable to that Purchase Notice,
calculated as follows:

Price = SP - TCPL Charge

Where:

SP = the Sabrevois Price in effect under the apolicable
Purchase Notice for that Month (whether determined
by agreement of the Partes or by the Umpire}.

TCPL Charge= the sum of (1) the Demand Charges (calculated on a

100% load factor basis), and (2) the Commodity
Charges, which are pavable under the TCPL Service
Agreement to transport one MMBtu of Gas under the
TCPL Service Agreement from the Delivery Point to
Sabrevois during the applicable Month.

5.2 Determination of Sabrevois Price

(a)  If Seller accepts Buyer's proposed Sabrevois Price as set out in a
Purchase Notice, Seller shall notify Buyer of that decision within 1
Business Day.

(b)  If Seller either disagrees with Buyer’s proposed Sabrevois Price and
Buyer does not accept Seller's proposed Sabrevois Price or fails to
notify Buyer that such price is acceptable (in either case within one
Business Day of receiving the Purchase Notice), then the
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Geterminaton of the Sabrevois Price may be referved to an Umpire
by either Party. The Party referring the pricing disagreement to the
Umpire shall:

(i)  if there is a list of Umpires, determine the first available from
the list (commencing with the first name and continuing
down the list to the extent required),

(i) advise the other Party of the name of the Umpire who will
establish the Sabrevois Price,

(i) concurrently provide the Umpire with a copy of the Pricing
Notice forwarded by Buyer together with Seller's proposed
Sabrevois Price (if Seller provided an alternative price to
Buyer), and

(iv) immediately notify the other Party that such reference has
occurred.

Each Party is entitled to deliver to the Umpire a brief written
submussion ("Submission”) supporting its view of the appropriate
Sabrevois Price for the applicable Purchase Notice. Each Party
must concurrently provide a copy of its Submission to the other
Party. With the exception of such Submission, neither Party is
entitled to provide any written or verbal suggestion or argument of
any nature or kind whatsoever to the Umpire. The Partes intend
that the Umpire will determine the Sabrevois Price based solely
upon (1) the Submissions of each Party (if any), (2) his judgment of
what should be the appropriate market price at the Sabrevois
export point for a firm gas sales transaction reflecting the terms of
the Purchase Notice, and (3) the Umpire's gas marketing
experience and the relevant information available to the Umpire
from its own sources. In addition, the Sabrevois Price determined
by the Umpire can only be either one of the prices proposed by
Seller or Buyer, or a price between those prices.

If for any reason whatsoever (including any delay in contacting the
Umpire), the Umpire has not notified the Parties of the Sabrevois
Price by 7 a.m. Easterr: Time on the day (“Preceding Dav™) which
precedes the first Day of the Purchase Period, then Buver must
notify Seller by 8 a.m. Eastern Time (“Notfication {ime") on the
Preceding Day, whether Buyer requires Seller to comumence Gas
deliveries to Buyer on the first Day of the Purchase Period under
that applicable Purchase Notice.
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(i) U Buyver requires Seller to commence deliveries, then Buyer
shall accept such deliveries starting on the first Day of the
Purchase Period and for every Day of the Purchase Period
thereafter until the earlier of (1) the end of the Purchase
Period, and (2) the date Buyer elects to terminate that
Purchase Notice under subsection 5.3(c). For purposes of
Monthly Statements (until the Umpire selects a Sabrevois
Price) the Sabrevois Price for each Day shall be equal to the
Waddington Price for that Day. Upon receipt of the
Umpire's determination of the Sabrevois Price, Seller’s next
Monthly Statement shall make the necessarv adjustments to
reflect the Umpire’s Sabrevois Price back to the first Day of
the Purchase Period.

(i) If Buyver either notifies Seller not to commence deliveries on
the first Day of the Purchase Period or fails to notify Seller
by the Notification Time whether Buyver does or does not
require Seller to commence deliveries on the first Day of the
Purchase Period, then Seller shall not commence deliveries
to Buyer on the first Dav of the Purchase Period, the
Purchase Notice shall be deemed to be void ab initio and the
Purchase Quantity thereunder shall be deemed to be added
to the Unutilized Capacity. :

Price Determination by Umpire

(a)

(c)

In the event a price disagreement is referred to the Umpire
pursuant to Section 3.2, the Umpire shall determine the Sabrevois
Price for the applicable Purchase Notice and Purchase Period by the
end of the second Business Day following the Day that the Umpire
receives both the referral and a copy of the applicable Pricing
Notice.

The dedision of the Umpire respecting the appropriate Sabrevois
Price in respect of any Purchase Notice shall be final and binding
upon the Parties.

If, under Section 3.2, Buyer has elected to require Seller to
commence deliveries under a Purchase Notice notwithstanding that
the Sabrevois Price has not yet been determined by the Umpire,
Buyer has the option of terminating that Purchase Notice after
receiving the Umpire’s determination of the Sabrevois Price if
Buyer exercises the option within 1 Business Day following Buyer’s
receipt of the Umpire’s Sabrevois Price. Any such termination of
the Purchase Notice shall be effective at the end of the second
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(d)

(e)

Business Day following Seller’s receipt of Buyer's termination
notce. Buyer may only terminate a Purchase Notice pursuant to
this provision if the Umpire’s Sabrevois Price is higher than the
Sabrevois Price supported by Buyer in its Submission {or as set out
in its Purchase Notice if no Submission was provided by Buyer).

Notwithstanding the termination of a Purchase Notice pursuant to
this provision, Buyer shall pay for all Gas delivered by Seller under
the Purchase Notce (until the effective termination time of the
Purchase Notice) using the Sabrevois Price selected by the Umpire.

All costs associated with the Umpire determining the Sabrevois
Price at any time shall be shared equaily by the Parties. If, at any
time, Buyer has not paid its share of costs assodated with an
Umpire’s determination of the Sabrevois Price or the arbitration
costs associated with the selection of one or more names for
Umpires, then Buyer’s right to forward any further Pricing Notices
to Seller shall be suspended until Buyer has fully paid its share of
all such costs and expenses (including any interest thereon). If
Seiler has not paid its share of such costs, then Buyer shall be
entitled to set off (against any amounts payable to Seller hereunder)
those amounts which Buyer paid on Seller’s behalf.

[t, for any period of time during the Term:

(i) the Pardes have not agreed upon a mutually acceptable
Umpire,

(i) the Parties have initiated arbitration to establish the name of
an Umpire (but an Umpire has not yet been selected), or

(if) all of the preselected or prechosen Umpires (as applicavle)
are unavailable or unwilling to perform the role of Umpire
for any reason whatsoever,

then and until such time as a mutually acceptable Umpire (or an
Umpire selected by an arbitrator) is available to perform the role of
the Umpire hereunder, Buyer is entitled to forward Purchase
Notices and require that Seller deliver Gas to Seller under those
Purchase Notices on the basis of clause 5.2(d)(i) which shall apply,

mutatis mutandis.
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Article 6
Reserves for Required Authorizations

6.1 Reserves

Seller shall submit sufficient Alberta Gas reserves to both the AEUB and the NEB
.in support of its applications for a Removal Permit and Buyer's application for an
Export Licence, as contemplated in Section 2.1. The submission of reserves to the
AEUB and the NEB shall not be construed as a dedication of those reserves to this
Contract. No reserves are being dedicated to this Contract.

Article 7
Remedies

7.1  Buyer's Remedies

If, for any reason other than due to an event of Force Majeure or an exercise by
Seller of any of its suspension rights as set forth in this Contract, Seller fails to
supply (“Supply Fajlure”) all or any portion of each Purchase Quantity in effect for
any Day (“Zhortfall Quantity”), then Buver shall have the right to obtain Gas
supply from third partdes (“Replacement Gas”) in accordance with the terms
hereof to replace the Shortfall Quantity. Seller shall reimburse Buyer, within 30
Days arter Buyver has delivered an invoice and suprorting documentation to Seller
pursuant to Section 10.6, for the following incremental costs incurred by Buver in
purchasing Replacement Gas. Sucn inczemnental costs shall be as follows:

(a)  an amount per MMBtu of Replacement Cas acquired by Buyer,
which amount is equal to the positive difference between the
weighted average price per MMBtu paid by Buyer for Replacement
Gas LESS the applicable Price then in effect under Section 3.1; and

(b)  all penaltes assessed by TCPL for any imbalances caused by Seller
(when Seller has failed to advise Buver of any Shortfall Quantity
sufficiently in advance of nomination deadlines on Buver’s First
Transporter so as to reasonably permit Buyer to alter its
nomination accordingly at the Delivery Point).

Seller shall advise Buyer of the expected duration of the Supply Failure. Buyer
shall use reasonable efforts to minimize the costs and expenses for which Seller is
liable under this Section including, without limitation, only securing supplies of
Replacement Gas for the length of the expected duration of the Supply Failure.
Buyer shall use commercially reasonable efforts to obtain the lowest cost supplies
of Replacement Gas and to purchase the Replacement Gas at Empress.
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7.2 Seller’s Remedies

In additon to its rights under Section 3.4 (the exercise of which do not affect
payments due under this Section), in the event of Buyer’s failure to take delivery
(“Take Failure”) of all or any portion of each Purchase Quantity in effect for any
Day (“Take Shortfall”) hereunder for any reason other than an event of Force
Majeure, Seller shall have the right to resell the Take Shortfall. Buyer shall pay to
Seller, when invoiced by Seller under Section 10.1 (which shall include supporting
documentation} for the following losses and costs suffered or incurred by Seller in
reselling the Take Shortfall. Such losses and costs shall be as follows:

(@)  an amount per MMBtu of Take Shortfall resold by Seller, which
amount is equal to the positive difference between the applicable
Price then in effect under Section 5.1 LESS the weighted average
price per MMBtu received by Seller upon reselling the Take
Shertfall; and

(b)  all penalties assessed by NOVA for any imbalances caused by
Buyer (when Buyer has failed to advise Seller of anv Take Shortfall
sufficiently in advance of nomination deadlines on NOVA so as to
reasonably permit Seller to alter its nomination accordinglvy on
NOVA).

Buver shall advise Seller of the expected duration of the Take Faiiure. Seller shall
use reasonable erforts to minimize the costs and expenses for which Buver is
liable under this Secton including, without limitation, only committing to resales
of the Take Shortfall for the length of the expected duration of the Take Failure.
Seller shall use commercially reasonable efforts to resell the Take Shortfall at the
highest price reasonably available under the circumstances. For purposes of
certainty, the Parties agree that the Take Shortfall quantity for any Day includes
the Pwrchase Quantity under each Purchase Notice for which Seller has
suspended deliveries under this Contract.

7.3 Clarification

The amounts which are provided for in Sections 7.1, 7.2 and subsection 3.7(f)
represent the sole and exclusive remedies available to each of Buyer and Seller in
the event that Buyer fails to take all or any portion of the Purchase Quantity at
any time or Seller fails to deliver all or any portion of the Purchase Quantity at
any time, as required by the terms of this Contract. For purposes of certainty
and clarification:

(a)  when there is a Purchase Notice in effect, all or any portion of the
Purchase Quantity thereunder is not taken by Buyer for any Day,
and a quantity of Incremental Gas (as defined in Section 3.7) equal
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to IG-DS (as those terms are defined in Section 3.7), is used or
otherwise consumed at the Plant (“Third Party Inccemental Gas™)
on that Day, then (1) the amount of $.20 per MMBtu is payable by
Buyer to Seller for the full quantity of Third Party Incremental Gas,
and (2) the amount calculated pursuant to Section 72 is payable by
Buyer to Seller in respect of that portion of the Purchase Quantity
not taken by Buyer which is in excess of the quantity of Third Party
Incemental Gas; and

(b}  when there is no Purchase Notice in effect for that Day or when
Buyer has taken the full Purchase Quantity in effect for that Day
but there is also Third Party Inccemental Gas on that Day, then the
amount calculated pursuant to subsection 3.7(f) applies in respect
of the entire quantity of Third Party Incremental Gas for that Day.

Article 8
Delivery Point; Title

8.1  Title

Title to all Gas purchased and sold hereunder shall pass from Seller to Buyer at the
Delivery Point.

8.2  Transfer at Delivery Point

Seiler shall arrange for the delivery of Gas purchased and sold hereunder to the
Delivery Point and Buyer shall arrange for receipt and downstream transportagon
of such Gas. For the Term of this Contract, each Party is obligated to maintain firm
transportation service with its respective Transporter(s) (except for transportation
under the PNGTS Service Agreement which may be firm or interruptible at
Buyer’s sole discretion) to ensure the delivery and receipt of the Gas to be sold and
purchased hereunder.

B.3 Taxes

Seller warrants the title to all Gas purchased and sold hereunder or that it has the
right and authority to sell such Gas. Subject to the following terms of this Section,
Seller will pay or cause to be paid all royalties, present and future taxes and other
charges due on production, gathering, severance or handling of the Gas prior to its
delivery by Seller to or for the account of Buyer, and Seller will indemnify and
hold Buyer harmless against all loss, damage and expense of every character on
account of adverse claims to the Gas delivered by it or for such royalties, present
and future taxes, and other charges thereon applicable before delivery to the
Delivery Point, and for any breach of Seller’s warranties contained herein.
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Buyer shall pay or cause to be paid all present and future taxes ard other charges
attriputable to the Gas at and after delivery to or for the account of Buyer and any
and all other taxes and charges of any nature or kind whatsoever (including any
import, use or consumption taxes or levies) which are charged during the Term by
any federal, state, provindal, district, municipal or governmental authority
(including any regulatory authority in the United States). In the event Seller is
required to remit any tax or charge for which Buyer is responsible hereunder,
Buyer shall reimburse Seller for such amount when included by Seller in a
Monthly Statement.

Buyer indemnifies and agrees to save harmless Seller from anv and all costs,
liabilities, penalties, claims and damages of any nature or kind whatsoever which
Seller may incur or be liable for, on account of such present and future taxes,
including, without limitation, any penalty or interest arising directly or indirectly
as a result of the Gas being sold hereunder ceasing to be zero rated supply under
the Exdse Tax Act, and other charges thereon or claims applicable thereto and
which are Buyer's responsibility hereunder. Without limiting the generality of the
foregoing, Buyer is responsible for and shall pay to Seller any Goods and Services
Tax ("GST") (or any tax in replacement or substtution for the GST) which Seller is
required to collect in respect of Gas delivered hereunder, which Seller shall
thereafter remit as required by law.

It is the intention of the Parties that Seller is not to receive any economic gain or to
Incur any economuc loss arising from either the Seller’s legal obligation to collect
the GST or the payment of any GST bv Buver to Seller hereunder. In the event
Seller receives a rebate or other return from any Canadian governmental entitv of
all or any portion of any GST collected by Seller from Buyer hereunder, Seiler shall
payv such amount to Buver to the extent Seiler does not otherwise incur any
econormic loss relating to that pavment. If Buyer believes that Seller is entitled to a
rebate or other return of GST paid by Buver to Seller hereunder, Seller shall apply
for such amount provided that Buyer agrees to reimburse Seller for any out-of-
pocket costs Seller incurs in that regard.

8.4 Possession

As between the Parties, Seller shall be deemed to be in exclusive control and
possession of the Gas to be sold hereunder and responsible for any damage or
injury caused thereby before the same shall have been delivered to Buver at the
Delivery Point, and Buver shall be deemed to be in exclusive control and
possession thereafter and responsible for any damage or injury caused thereby at
and after the Deliverv Point. As between the Parties, the Party deemed to be in
control and possession of the Gas shall be responsible for anv and all loss and
agrees to indemnify and hold the other harmless from third party claims, expenses,
costs or losses of any nature whatsoever while the Gas is, or is deemed to be, in its
control and possession.
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8.5 Imbalance Penaltes

In addition to Sections 7.1 and 7.2, each Party shall indemnify and hold the other
harmless from any imbalance penalties caused by or attributable to it (whether or
not caused by a Force Majeure claimed by it) and which may be imposed by any
Transporter arising out of the delivery or receipt of Gas by Seller and Buyer
hereunder, and shall reasonably cocperate to minimize such penalties and charges.

Article 9
Measurement, Quality and Pressure

9.1 Measurement

Measurement and determination of the quantity of Gas delivered shall be made in
accordance with the measurement procedures provided in TCPL's tariff. Any
measurement document Buyer or Seller may possess shall be provided to the other
Partv upon request by such Party.

9.2 Quality

Gas tendered for delivery to Buyer hereunder shall have the quality and thermal
content found in NOVA’s commingled stream at Empress.

Article 10
Billing and Payment

10.1 Monthly Statement

Not later than the 15th Day of each Month, Seller shall provide to Buyer a
statement (“Monthly Statement”) setting forth the quantity of Gas delivered at the
Delivery Point during the preceding Month, the amount payable by Buyer for such
Gas, and any other amounts due from Buyer to Seller hereunder including,
without limitation, amounts due to Seller under subsection 3.7(f) and Section 7.2. If
any actual information is not available to Seller by the 15th Day of any Month,
Seller shall issue a Monthly Statement based on its reasonable estimates which
shall be adjusted to the actual amounts in the following Monthly Statement. In the
event of a delivery by Seller in excess of the quantity which should have been
delivered hereunder, Buyer agrees to promptly notify Seller of the amount and use
reasonable efforts to work to resolve such imbalance. In the event an imbalance
cannot be corrected under the preceding sentence, after reasonable efforts by the
Parties to do so, Buyer shall pay over to Seller any “cash out” or similar amounts it
receives from Buyer’s First Transporter with respect to such overdelivery.
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10.2  Payment and Payment Default

@

(o)

(c)

Buyer shali make payment to Seller by the 25th Day of the Month
or 10 Days from the date of receipt of the Monthly Statement,
whichever is later. Payment shall be made in Dollars by wire
transfer of funds, unless otherwise agreed by the Parties. Any
amounts in the Monthly Statement which are expressed in
Canadian dollars shall be converted to Dollars in accordance with
Section 10.5. In the event Buyer fails to pay any amount described
in a Monthly Statement:

(i} Interest shall accrue on the unpaid portion from the date the
original unpaid amount was due until the same is paid; and

(i) Seller may, after 5 Days’ notice of non-payment to Buyer and
without relieving Buyer of its obligations hereunder
(including, without limitation, those under Sections 3.7 and
7.2), do either or both of the following:

A.  suspend further deliveries of Gas after 1 Business
Day’s prior notice to Buyer; and

B. draw the unpaid amount under any letter of credit
previously provided by Buyer under Section 3.6 for
the applicable Purchase Notice,

urdess Buyer cures the payment default within such 5 Day
period.

If Seller draws any amount under a letter of credit pursuant to
subsection 10.2(a) and if Buyer fully replenishes the letter of credit
or replaces that letter of credit with a new letter of credit on the
same terms and for the full stated amount of the original letter of
credit prior to Seller’s termination of this Contract under subsection
10.2(c), then Seller shall, within 2 Business Days of receipt thereof,
recommence deliveries of Gas under the applicable Purchase
Notice.

If any Gas deliveries are suspended under this Section for 60
consecutive Days, Seller may at any time on or after such 60th Day
terminate this Contract (including all Purchase Notices then in
effect) on 1 Business Day’s notice to Buyer. Termination by Seller is
a remedy which is in addition to and not in substitution for any
and all other rights and remedies available to Seller arising from
Buyer’'s payment failure or Seller’s termination of this Contract.

164299/ 35 ev01.1gp - 9




(<)

(e)

(f)

I

(1) Seller suspends deliveries under subsection 3.6(b) due to
Buyer's failure to timely provide required prepayments;

(i) Seller has delivered Gas to Buyer, the payment for which is
not covered by a prepayment (if any) previously provided

by Buyer to Seller (“Reficient Amount”);

(iii) Seller’s suspension under subsection 3.6(b) continues for 90
consecutive Days; and

(iv) Seller has not been paid the Defident Amount, together with
Interest thereon (if applicable) during the above-mentioned
90 consecutive Day period,

then Seller may at any time on or after such 90th Day terminate this
Contract (including all Purchase Notices then in effect) on 1
Business Day’s notice to Buyer. Termination by Seller is a remedy
which is in addition to and not in substitution for any and all other
rights and remedies available to Celler arising from Buyer's
payment failure or Seller’s termination of this Contract.

If Seller has suspended deliveries to Buyer under either or both of
subsection 3.6(b) or this Section 10.2, then for each Day during the
period of time that the suspension continues, Seller shall have the
daily option (but not the obligation) to have the exclusive daily use
and benefit of that portion of the TCPL Service Agreement equal to
the Purchase Quantity under each Purchase Notice for which Seller
has suspended deliveries.

If Seller elects to terminate this Contract pursuant to this Section,
Buyer shall, if requested by Seller, assign the TCPL Service
Agreement to Seller. Any such assignment shall be effective as of
the date of termination of this Contract such that Buyer shall be
responsible for all obligations to TCPL respecting the TCPL Service
Agreement up to such effective date and Seller shall be responsible
for all obligations pertaining to such agreement thereafter. Buyer
represents and warrants to Seller that any such assignment shall be
made free and clear of any claims, security interest, encumbrances
and other burdens of any nature or kind whatsoever such that
Seller shall obtain the TCPL Service Agreement free and clear of
any and all adverse claims and interest whatsoever for its sole use
and benefit.
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10.3 Errors

In the event an error is discovered by either Party, or a reallocation of amounts
received at the Delivery Point occurs, the Party discovering the change shall notify
the other Party in writing within 20 Days of such discovery. If such change results
in an additional payment by Buyer or a refund by Seller, such payment or refund
shall be made within 10 Days of receipt of the written notification. In the event of
an error directly attributable to the Party required to make payment, the other
Party shall also be entitled to Interest on any payment or refund from the date such
underpayment or overpayment was made until the date the payment or refund is
received by the applicable Party.

10.4 Good Faith Disputes

Buyer may, in good faith, dispute any portion of an invoice or Monthly Statement,
provided Buyer first attempts to resolve such dispute prior to the due date by
notifying Seller prior to the due date of such invoice or Monthly Statement as to
the pordon being disputed and the reason for such dispute. Buver shall
nevertheless pay the total amount stated to be due in the invoice or Monthly
Statement, and in the event that it is ultimately determined that any disputed
amount is due to Buyer, such amount shall be immediately payable to Buyer by
Seller along with Interest on such amount to be accrued from the date Buyer made
pavment of the overpayment amount to Seller unti] the date such overpayment is
repaid to Buver.

10.5 Currency Conversions

Any necessary conversions from either United States or Canadian currency with
respect to any charges or other amounts for any Month shall be calculated at the
rate of exchange for such Month, which rate of exchange shall be the average of the
noon spot exchange rates for the Dollar in terms of Canadian dollars for such
Month, as published by the Bank of Canada.

10.6 COther Invoices

In the event that a sum is due from Seller to Buyer under Section 7.1, subsection
11.1(b) or any other provision of this Contract, Buyer shall furnish to Seller an
invoice therefor together with relevant supporting documents showing the basis
of calculations thereof. Upon receiving such invoice, Seller shall pay the amount
due thereon within the time period specified in the provision of this Contract
under which such amount has become due from Seller to Buyer. If Seller fails to
make payment when due hereunder, then Interest shall accrue on such amount,
and shall be paid by Seller, for the period from the due date up to and including
the date when the payment is received by Buyer. If no time is specified for any
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sucn payment fom Seller to Buyer, then payment shail te due on the 15th Day
after the Day Seller receives Buyer's invoice.

Article 11
Force Majeure

11.1 Definitbon

The term Force Majeure (“Force Majeure”) as employed herein shall mean: acts
of God; strikes, lockouts, or other industrial disturbances; acts of the public
enemy, wars, blockades, insurrections, riots, arrests and restraints of government
and people; dvil disturbances; epidemics; landslides; lightning; earthquakes;
fires; storms; floods; washouts; explosions; breakage or accident to machinery or
lines of pipe; freezing of wells or delivery facilities; unforeseeable inability to
obtain materials, equipment, supplies, or labour; any act or omission of any
natural gas transportation pipeline used by Buver or Seller that is excused under
relevant agreements by any event or occurrence of the nature herein defined as
constituting Force Majeure, but only to the extent the pipeline system curtails
firm service; the curtailment or interruption of firm transportation service which
affects Buyer’s receipt of or ability to transport Gas downstream of the Delivery
Point to the Plant or Seller’s delivery of Gas into the NOVA system or to
transport that Gas on the NOVA system to the Delivery Point, and which is not
attributable to a breach by Buver or Seller, respectively, of its obligations to the
interruzting or curtailing pipelines; an order, directive or restraint issued or
imposed by governmental authority, regulatory body or court having
jurisdiction; an inability to obtain, or a revocation or adverse amendment of, any
licence, permit, approval or authonzation of any governmental authority or
regulatory body having jurisdiction; or any other similar cause or event, and
whether or not caused or occasioned by, or happening on the account of, the act
or omission of one of the Parties or some person or concern not a Party to this
Contract, not within the reasonable control and without default or negligence of
the Party claiming Force Majeure. Without in any way expanding the meaning
of Force Majeure (and simply to clarify the Parties’ intentions), it is expressly
agreed that none of the following shall constitute an event of Force Majeure:

(2}  Buyer's inability to economically use or resell Gas purchased under
this Contract (including loss of markets for resale Gas);

(b)  the depletion of Seller’s reserves;

(c) lack of financial resources or available funds or similar finandal
predicament which is due to the inability to pay any amount which
a financially sound entity woulid be expected to pay;
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(d)  either Party’s operational or transportazon balancing requirements;

() any transportation difficulty or impediment attributable to having
interruptible transportation service in place or using such service
from time to time;

(f) lack of resale markets for electricity at any time, other than any
circumstance beyond Buyer’s reasonable control preventing Buyer
from physically delivering electricity into the New England Power
Pool transmission grid; and

(g any interruption of transportation service (of anv kind) on any
pipeline system other than the systems of NOVA, TCPL and
PNGTS.

11.2  Notice of Force Majeure

In the event of either Party being rendered unable, wholly or in part, by Force
Majeure to carry out its obligations (other than the obligations set forth
hereinbelow), such Party shall promptly notify and provide full particulars of such
Force Majeure to the other Party as soon as practicable and in any event within 2
Business Days after the occurrence of the cause relied on. The obligations of both
Parties, to the extent they are affected by such Force Majeure, shall be suspended
during such period of Force Majeure, but for no longer period, and such cause
shall so far as possiole be remedied with all reasonabie dispatch by the Partv
rencered unable to pericrm its obligations due to such Force Majeure.

11.3 Estimate of Force Majeure Duration

In the event of a Force Majeure, the Party declaring such Force Majeure shall use
commercially reasonable efforts to estimate the length of time such Force Majeure
will be in effect and immediately notify the other Party of such estimate. The Party
claiming the Force Majeure shall promptly notify the other Party of any change in
such estimate. When a Force Majeure claimed by Seller requires Buyer to arrange
for replacement Gas or alternate fuel during the period such conditions exist,
Buyer shall use reasonable efforts to comumit to purchase such supplies for a period
consistent with the expected duration of the Force Majeure claimed by Seller.

11.4 Terminalion Option

Either Party (“Terminating Partv”) shall have the right to terminate this Contract,
upon 30 Days’ prior notice, due to a Force Majeure condition claim by the Non-
Terminating Party which prevents any delivery or receipt of the entire Purchase
(Quantities, and which lasts for:
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(a) 363 consecutive Days in the case of a Force Majeure that results in a
mechanical failure of the Plan!; and

(b) 180 consecutive Days in the case of all other Force Majeure events,

provided the Force Majeure condition was not remedied within the 30 Day
notice period. If the Non-Terminating Party is the Seller, then Seller shall be
entitled to require that Buyer assign the TCPL Service Agreement to Seller. If the
Non-Terminating Party is the Buyer, then Buyer shall be entitled to require that
Seller accept an assignment of the TCPL Service Agreement to Seller. Any such
assignment shall be effective as of the date of termination of this Contract such
that Buyer shall be responsible for all obligations to TCPL respecting the TCPL
Service Agreement up to the termination of this Contract and Seller shall be
responsible for all obligations under the TCPL Service Agreement thereafter.
Buyer represents and warrants to Seller that any such assignment shall be made
free and clear of claims, security interests, encumbrances and other burdens of
any nature or kind whatsoever such that Seller shall obtain the TCPL Service
Agreement free and clear of anv and all adverse claims and interests whatsoever
for its sole use and benefit.

11.5 Resumption of Performance

As soon as possible after a Force Majeure event shall have been remedied, the
Party claiming Force Majeure shall likewise give notice to the effect that the same
has peen remedied and that the Party has resumed, or is then in a position to
resume, the performance of such covenants or obligations.

11.6  Seller’s Additional Rights

If Buyer declares a Force Majeure pursuant to the notification provisions of
Section 11.2, Seller shall have the option, but not the obligation, to require Buyer
to make available to Seller that portion of the capacity under the TCPL Service
Agreement equal to the quantity of the then-effective Purchase Quantity affected
bv such Force Majeure. If Seller so elects to require Buyer to make all or any
portion of that capacity available to Seller, then such capacity (to the extent
elected to be used by Seller) shall be made available to Seller as if such capacity
were Unutilized Capacity pursuant to the provisions of Section 14.1 and shall
remain available to Seller until the earlier of the date that the Force Majeure is
remedied or the date of the expiration of the Purchase Period under the Purchase
Notice so affected by the Force Majeure. To the extent Seller does not elect to use
all or any portion of the TCPL Service Agreement pursuant to this provision,
Buyer shall be solely responsible for the applicable TCPL Demand Charges and
Buyer may utilize such portion of the TCPL Service Agreement for the duration
of such Force Majeure.
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11.7 Obligation to Pro Rate Available Supply

In the event that Seller claims Force Majeure at any time, then Seller shall allocate
a pro rata share of those of its remaining Alberta Gas supplies and transportation
service arrangements (which are reasonably capable of effecting the delivery of
Gas to the Delivery Point) to this Contract and to its other gas supply contracts
(of any kind) which require firm deliveries by Seller. Such pro rata allocation
shall be done on the basis of the respective maximum daily quantity delivery
obligations of Seller in effect under this Contract and those other contracts for
that Day or those Days that Seller claims Force Majeure. In addition to the
foregoing and for purposes of certainty, (1) Seller shall suspend deliveries of Gas
under those of its Gas sales arrangements which allow the interruption of Gas
deliveries without liability or loss to Seller of any kind, and (2) Seller’s permitted
allocation of Gas to its other contracts having firm Gas delivery obligations
include, without limitation, those contracts entered into by Seller after the date of
this Contract.

Article 12
Laws and Regulatory Bodies

12.1 Subject to Law

This Contract and the rights and obligations of the Parties hereunder are subject to
all applicable present and future laws, rules, regulations and orders of any
regulatory or legislative body or duly consttuted authority having jurisdicton -
over Seller or Buyer.

Article 13
Transfer and Assignment

13.1 Assignment

Any corporation which shall succeed by purchase, merger or consolidation, to the
properties, substantially as an entirety, of Buyer or Seller, as the case may be, shall
be entitled to the rights of its predecessor in title under this Contract upon
providing the other Party with a written undertaking agreeing to perform the
obligations of its predecessor hereunder. Seller or Buyer may, without relieving
itself of its obligations under this Contract, assign all of its rights and obligations
hereunder to a corporation with which it is affiliated at the time of such
assignment. Otherwise, no assignment hereunder shall be made by Seller or Buyer
without the written consent of the other having first been obtained, which consent
may be arbitrarily withheld. The term “affiliated” shall have the meaning given to
it in Section 2(1) of the Business Corporations Act (Alberta).

164299/35v01.7gp - 49




13.2

Lenders’ Rights
(a)

(b)

Notwithstanding Section 13.1, Buyer may assign this Contract to
any person or persons providing construction finandng for the
Plant as well as to the lenders providing permanent finanding for
the Plant (if different from the construction financing lenders)
(“Lenders”) as security for funds advanced by those Lenders
relating to the Plant. If there is more than one entity comprising
the Lenders, Buyer shall provide Seller, forthwith following the
completion of Buyer’s finandal closing for the construction of the
Plant, with a notice signed by Buyer and the Lenders which
designates one entity to represent the Lenders as the “Lenders’
Agent”. If the Lenders foreclose under their security on the Plant,
then either the Lenders or the person acquiring the Plant through
the Lenders shall be entitled to enforce this Contract subject to the
following conditions precedent:

(i) all accrued obligations and liabilities of the Buver to Seller
shall have been performed or otherwise complied with and
any and all defaults shall have been completely remedied to
Seller’s satisfacdon, acting reasonably;

(i) the person wishing to enforce this Contract is either the new
owmner of the Plant or, in the case of the Lender, the secured
party legally in possession and control of the Plant pursuant
to its securnity interests;

(iii) the person wishing to enforce this Contract holds and is
entitled to use the TCPL Service Agreement for its remaining
term and is able to make that service available to Seller in
accordance with Buyer’s obligations under this Contract;
and

(iv) the person wishing to enforce this Contract has undertaken
to perform all of Buver’s obligations under this Contract
pwrsuant to a written agreement with Seller (in form and
substance satisfactory to Seller, acting reasonably).

[t is understood and agreed that:

(i) if the Lenders initially elected to erforce this Contract (and
satisfied all of the conditions in subsection 13.2(a) prior to
commencing enforcement), the Lenders shall thereafter be
entitled to assign this Contract to a purchaser (of the Plant)
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14.1

14.1

that concurrently satsfes each of the conditions in
subsecton 13.2(a);

(i) the Lenders shall not be obligated to perform any of Buyer’s
obligations under this Contract urless and untl the Lenders
have elected to enforce this Contract by satisfying the
conditions in subsection 13.2(a);

() if Seller receives conflicting instructions, undertakings or
other commurications pursuant to this Section 13.2 from
Buyer, any of the Lenders (including persons purportng to
be a Lender), or any persons purporting to claim through
one or more of the Lenders or Buyer, Seller shall act in
compliance with the instructions, undertakings and other
communications of the Lenders’ Agent; and

(iv) nothing herein shall hinder or prevent Seller from using or
enforcing any and all of its rights, remedies and elections
under this Contract at any time and from time to time
including those arising as a result of a breach by Buyer
hereunder (including, without limitation, termination
rights), the Lenders’ remedy in any such event being to
enforce the Contract (prior to its termination) in accordance
with subsection 13.2(a). :

The provisions of this Section 13.2 are for the berefit of the Lenders
as well as each of the Parties hereto, and shall be enforceable by
each of them. CSeller hereby agrees that none of the Lenders, nor
any bondholder or participant for whom they may act, shall be
obligated to perform any obligation or be deemed to incur any
liability or obligation provided for herein on the part of Buyer or
have any obligation or liability to Seller in respect of this Contract,
unless and until any such entity shall have provided an
undertaking to Seller pursuant to clause 13.2(a)(iv).

Article 14
Access to TCPL and PNGTS Firm Service

TCPL Use Arrangements

(a)

Each Day from and after the Date of First Delivery, Seller shall have
the exclusive use and benefit of the TCPL Service Agreement, to the
extent of the Unutilized Capadity, in priority to Buver or any other
person and be entitied to retain all rghts and benefits which it can
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(b)

(c)

'
1.

9]
[}

derive from the use thereof without any obligation whatsoever to
share any benefits or advantages derived from such use with Buyer
other than to pay to Buyer the amount specified in subsection
14.1(b). Buyer has no right to recall or otherwise access such firm
capacity during any period when Seller has exclusive use of and
obligation for that capacity notwithstanding that Buyer may
require additional firm service to transport Gas to its Plant, or any
other reason whatscever.

Each Month, Buyer shall render an invoice to Seller in accordance
with Section 10.6 and Seller shall pay to Buyer:

(i) the Demand Charges (calculated on a 100% load factor basis)
which are directly attributable to the Unutilized Capadity
during the preceding Month; and

(i) the Commodity Charges which are directlv attributable to
Seller's use of the TCPL Service Agreement during the
preceding Month.

Such amount shall be paid to Buyer by not later than the Business
Day prior to the Day that Buyer is obligated to make payment in
respect of those charges to TCPL without incurring interest or other
penalties. Subsections 14.1{a) and (b) are not applicable to any
TCPL service Seller does not elect to utilize under all or any of
subsections 3.6(b) and (d) and Sections 10.2 and 11.6.

Buver shall maintain the TCPL Service Agreement in good
standing (including, without limitation, maintain all financal
assurances required by TCPL) and shall not amend, release, assign,
terminate or allow the TCPL Service Agreement (or any portion
thereof) to be terminated. In addition, Buyer shall not take any
action or fail to take any action including, without limitation,
failing to make proper and timely payment to TCPL or creating any
encumbrance on or securitv interest in the TCPL Service
Agreement, which might in any way adversely affect Seller’s right
to make use of the TCPL Service Agreement in accordance with the
terms of this Contract or to take an assignment of all or any portion
of the TCPL Service Agreement from time to time as contemplated
by this Contract free and clear of claims, encumbrances and
security interests created by, through or under Buyer including,
without limitation, security relating in any way to any financing for
the Plant (other than any security interest which is in accordance
with Section 15.2).
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(d) Buyer shall timely provide all necessary cooperaton and assistance
to Seller to ensure that Seller is abie to obtain the full use and
benefit of the TCPL Service Agreement to the extent of the
Unutilized Capacity on each Day. Without limiting the generality
of the foregoing, Buyer shall (1) tmely place with TCPL all
noomunations received by Buyer from Seller in order to ensure that
Seller’s Gas is timely received at Empress and delivered to Seller at
either Sabrevois or any point upstream of Sabrevois in accordance
with Seller’s instructions, and (2) timely advise Seller of any
information or developments of which Buyer becomes aware which
might in any way affect Seller's use of the TCPL Service
Agreement. Seller shall have the right from time to time to review
Buyer’s records relating to the administration and operation of the
TCPL Service Agreement.

(e)  Notwithstanding the foregoing subsections of this Section 14.1,
Seller’s use of the TCPL Service Agreement is subject to Buyer
obtaining all Canadian Regulatory Approvals (if any) which are
required by Buyer to allow Seller to use the TCPL Service
Agreement as contemplated by this Contract, provided that:

(i) Seller shall have no obligations, responsibilities or liabilities
of any nature or kind whatsoever in respect of the TCPL
Service Agreement (including, without limitation, those in
subsection 14.1(b}) to the extent Seller does not obtain the
exciusive use and benerit of the TCPL Service Agreement at
any time and from time to time; and

(i) Buyver shall use all commerdally reasonable efforts to obtain
all Canadian Regulatory Approvals as are required from
time to time for this purpose.

In addition, if any such Canadian Regulatory Approvals obtained
by Buyer impose any conditions or limitations on Seller’s use of the
TCPL Service Agreement which Seller is not prepared to accept,
then Seller may choose not to use that transportation service from
ime to time and, in that event, will not have any obligatons,
responsibilities or liabilities of any nature or kind whatsoever in
respect of the TCPL Service Agreement (including without
limitation, those in subsection 14.1(b)) to the extent Seller does not
choose to use the TCPL Service Agreement because of any such
conditions or limitations.
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14.2

(a)

PNGTS Use Arrangements

Intecuptible T on Capadi

(i)

(i1)

Availabilitv. For that portion of the transportation capacity
available to Buyer under the PNGTS Service Agreement which is
interruptible transportation service, if any, Seller shall have the
following option. For each Day during the Term of this Contract,
Seller shall have the option of acquiring the use or benefit of any
portion of that interruptible capacity that Buyer does not intend to
use for its own benefit (such uses by Buyer being limited to
transporting Gas purchased hereunder either to the Plant or to any
point for resale and delivery to any third party) on that Day and
which capacity (if not used by Seller) will otherwise remain
unutilized by Buyer or be made available by Buyer to some third
party to enable such party to transport its own gas.

Rates. CSeller shall be entitled to the use of such interruptible
capacity under the PNGTS Service Agreement if it elects to exercise
its option in accordance with Section 14.2(a)(iii) and shall be
entitled to retain all rights and benefits which it can derive from the
use thereof without any obligaton whatsoever to share any
benefits or advantages derived from such use with Buver other
than to pay to Buver the amount otherwise pavable by Buver to
PNGTS under the PNGTS Service Agreement for the use of that
interruptiole capacity.

Procedures. Buyer shall use all commercially reascnable efforts to
provide Seller with as much advance notice as is reasonably
practical when Buyer anticipates that any such interruptible
capacity will be available. Seller shall exercise each option to
acquire such interruptible capacity within 1 Business Day of being
advised by Buyer that such interruptible capacity will be available;
provided, however, that if Seller fails to exercise such option then
Buyer may allow any third party(s) to utilize such capacity. Buyer
shall make all nominations to PNGTS required by Seller to
transport Seller's Gas under such interruptible transportation
capacity, provided, however that Seller shall be obligated to advise
Buyer during Buyer’s normal business hours of the information
required to make such nominations at least 2 hours prior to the
nomination deadlines of PNGTS for interruptible transportation
nominations. The provisions of Section 8.5 shall apply to any
imbalances that occur when Seller is utilizing such interruptible
capadty on PNGTS.
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w

Regulatory Requirements. Seller and Buyer agree that for

regulatory purposes, but not for any loss or third party Lability
purposes, Seller shall be considered to have transferred to Buyer
ttle to all such Gas immediately prior to its delivery into the
faclites of PNGTS and Buyer shall be considered to have
transferred back to Seller title to such Gas immediately at the
earlier of the point where such Gas leaves the fadlities of PNGTS or
the point where Seller is obligated to deliver such Gas to a
purchaser of such Gas (other than Buyer). Notwithstanding any
other provision of this Section 14.2, the availability to Seller of such
interruptible capadity under Buyer’s PNGTS Service Agreement
shall at all imes be subject to any order or requirement of any
regulatory entity having jurisdicon over such PNGTS Service
Agreement or the use of capacity thereunder by Seller.

(b) ~ Eirm Transportation Capadty.

(1)

Avajlability. For that portion of the transportation capacity
available to Buver under the PNGTS Service Agreement which is
firm transportation service, if any, Seiler shall nave the following
option. For each Dav during erm of this Contract, Seller shall
have the option of acquiring®qe use or benefit of any portion of
that firm capacity in excess of 55-=8¢ VOV{Btus per Day that Buver
does not intend to use to transport (1) Gas purchased from Seller
hereuncer, (2) Gas purchased bv Buver from Seller or third partes
under subsection 3.7(i), and (3) Gas purchased rrom third partes to
replace Gas lost to Buver when Seller terminates a Purchase Notice
under subsections 3.6(p) or 3.6(d), and which wiil otherwise remain
unutilized by Buver or te made available bv Buver to some third
party to enable such third party to transport its own Cas.

Rates. Seller shall be entitled to the use of such firm capacity under
the PNGTS Service Agreement if it elecss to exercise its option in
accordance with Secticn 14.2(b)(1ii) and shall be entided to retain all
rights and benefits whicn it can derive from the use thereof without
any obligation whatsoever to share anv beneris or advantages
derived from such use with Buyer other than to pay directly to
PNGTS the amount otherwise payable bv Buyver to PNGTS under
the PNGTS Service Agreement for the use of that firm capacity;
provided, however, that if anv particular release to Seller of Buver’s
firm capacity on PNGTS is posted on PNGTS’s electzonic bulletin
board pursuant to PNGTS’s firn capacity release procedures (as set
torth in PNGTS's then effective tariff) and, as a result, Seiler is
obligated to pav a higher rate for such frm capacity, then Seller
shall pay such higher rate directly to PNGTS. Buyer shall provide
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(c)

14.3

(i)

(iv)

Seller with as much advance notice as is reasonably possible prior
to posting any firm capacity on PNGTS's electronic bulletin board.

Procedures. Buyer shall use all commerdially reascnable efforts to
provide Seller with as much advance notice as is reasonably
practical when Buyer anticipates that any such firm capacity will be
available. Seller shall exercise each option to acquire such firm
capacity within 1 Business Day of being advised by Buyer that such
firm capacity will be available; provided, however, that if Seller
fails to exercise such option then Buver may allow any third
party(s) to utilize such capacity. On or before the date of any such
release from Buyer to Seller of Buyer’s firm capacity under the
PNGTS Service Agreement, Seller and PNGTS shall execute either a
“Gas Transportation Contract With Replacement Shipper” or such
other document as is required at the applicable time.

Regulatory Requirements. Notwithstanding any other provision of
this Section 14.2, the availability to Seller of such firm capacity

under Buyer's PNGTS Service Agreement shall at all Hmes be
subject to any order or requirement of any regulatory entity having
jurisdiction over such PNGTS Service Agreement or the use of
capacity thereunder by Seller. In that regard, within sixty (60) Days
aiter Buver executes the PNGTS Service Agreement for
transportation of the Gas purchased hereunder from Seller,
provided that such PNGTS Service Agreement includes any firm
transportation capacity, Seller and Buyer shall negotiate and enter
into a prearranged capacity release agreement, pursuant to which
Seller and Buyer shall effectuate the terms and conditions of this
subsection 14.2(b). Such prearranged capacity release agreement
shall comply fully with the capacity release provisions of PNGTS’s
tariff implementing the regulations of the Federal Energy
Regulatory Commission regarding releases of firm capacity, as
such tariff may be amended or modified from time to time during
the Term of this Contract.

In connection with the use by Seller of any of Buver's interruptible or firm
transportation capacity under the PNGTS Service Agreement, Seller must
obtain its own gas export authorization from the NEB and gas import
authorization from the appropriate United States regulatory authorities.

Responsibilities

In the event (1) Buyer fails to comply with any of its obligations to Seller to make
firm service under the TCPL Service Agreement available to Seller at any time,
(2) Buyer fails to comply with any of its obligations to provide PNGTS capacity
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available to Seller at any time, or (3) Buyer fails to assign transportation service
to Seller, in each case, in accordance with Buyer’s obligations under this
Contract, then Buyer shall pay to Seller:

(a)  theamount paid by Seller to purchase and deliver replacement Gas
supplies to third parties to whom Seller had committed to deliver
Gas using the transportation capacity which Buyer failed to make
available to Seller hereunder (reduced by the amount paid by the
third parties to Seller for such Gas); and

(b)  the amount of any additional transportation charges paid by Seller
to deliver replacement Gas supplies to third parties.

14.4 Plant - Permanent Changes

(2 I there occurs a material and permanent engineering or
operational modification to the Plant which has the effect of
permanently reducing Buyer’s Gas requirements for the Plant,
Buyer shall have the right to either reduce the MDQ or to terminate
this Contract (as applicable).

(b} In order to reduce the MDQ or terminate this Contract, Buyer must
provide Seller with not less than one Contract Year's notice
(“Notice Period”) of that election and include with that election a
desciiption (in reasonable detail) of both the permanent
modification to the Plant and Buver's analysis supporting a
reduction in the MDQ or a termination of this Contract, as
applicable.

(c) If, as a result of Buyer exerdsing its rights under subsection 14.4(a),
the MDQ is reduced to less than 2,000 MiMBtu per Day, Seller shall
have the right to terminate this Contract by providing Buyer with
notice of that election within the first 60 Days of the Notice Period.
For purposes of clarification, Seller shall have this termination right
notwithstanding that all or a portion of prior reductions to the
original MDQ are attributable to Seller’s exercise of its rights under
Section 3.4.

(d) In the event of a reduction in the MDQ under this Section, Buyer
shall assign and Seller shall accept an assignment of that portion of
the TCPL Service Agreement required to transport, on a firm basis
from Empress to Sabrevois, a quantity of Gas equal to the amount
of the reduction in the MDQ. If either Buyer or Seller elects to
terminate this Contract under this Section, Buver shall assign and
Seller shall accept an assignment of the TCPL Service Agreement.
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Any such assignment shall be effective as of the teginning of the
first Day following the end of the Notice Period, such that Buyer -
shall be responsible for all obligations to TCPL respecting the
assigned interests up to the end of the Notice Period and Seller
shall be responsible for all obligations pertaining to the assigned
interests thereafter. Buyer represents and warrants to Seller that
any such assignment shall be made free and clear of any claims,
security interests, encumbrances and other burdens of any nature
or kind whatsoever such that Seller shall obtain the applicable
portion of rights and benefits under the TCPL Service Agreement
free and clear of any and all adverse claims and interests
whatsoever for its sole use and benefit.

Article 15
Umpire

15.1 Selection

(a)

(b)

If, prior to May 1, 1998, the Parties have not selected an individual
or a firm to act as the Umpire under this Contract (and obtained the
commitment of that individual or firm to perform the role of the
Umpire under this Contract), then at any time after May 1, 1998,
either Party shall have the right to require that the Parties meet to
agree upon the name or names of either or both of individuals and
firms that are acceptable to both Parties to perform the role of the
Umpire. If more than one name is agreed upon, the Parties shall
prioritize the list of names with the intention that the first available
name on the list would be used each time that the Parties require an
Umpire. The list shall only include names of mutually acceptable
individuals and firms from whom the Parties have obtained a
commitment to perform the role of Umpire (for not less than 6
times).’

If by May 30, 1998:

(i) the Parties have not met to agree upon one or more mutually
acceptable names;

(if) the Parties have met but were unable to agree upon any
names; or

(iii) the Parties have agreed upon one or more mutually
acceptable individuals or firms but a commitment to
perform the role of Umpire (for not less than 6 times) has not
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(c)

(d)

been obtained from at least one of those mutually acceptatle .
individuals and firms,

then either Party may refer the selection of an Umpire to arbitration
for binding determination. The arbitration shall be conducted in
Vancouver pursuant to the Rules of the Brtish Columbia
International Commercial Arbitration Centre (“Centre”) and be
administered by the Centre in accordance with its “Procedures for
Cases under the BCICAC Rules”. If the Parties are unable to select
a single arbitrator, then either Party is entitled to apply to the
Centre to have a single arbitrator qualified by education or
experience appointed (in accordance with Sections 6 and 8 of the
Rules) in order to select not less than one name (but not more than
three names) of individuals and firms who will perform the role of
the Umpire under this Contract. To the extent required, the single
arbitrator shall have the authority to negotiate compensation
arrangements and other terms with individuals and firms (which
will be shared equally by the Parties) in order to obtain a firm level
of commitment to perform the role of Umpire under this Contract
(for not less than 6 times). To the extent the arbitrator has selected
more than one name (and obtained the required commitments), the
arbitrator shall prioritize the list of names. The arbitrator shall
have exclusive jurisdiction to determine whether any individual or
firm has provided a sufficient commitment in order to be listed as a
potential Umpire. Any individual or firm selected by the arbitrator
must reside in or have its principal office (as applicable) at Calgary,
Alberta and shall be qualified by education, training and
experience to render a decision respecting the appropriate
Sabrevois Price from time to Hdme. The decision of the arbitrator
shall be final and binding on the Parties.

If at any time during the Term either Party becomes aware that the
Umpire (or Umpires if more than one name is on the list) is (or are)
unwilling to continue to perform the role contemplated by Section
5.2, then that Party shall immediately notify the other Party of such
fact. The Parties shall promptly meet for the purposes of agreeing
upon the name of not less than one new individual or firm which
will undertake to perform the role of Umpire (as contemplated by
this Contract). The provisions of this Section shall apply mutatis
mutandis to ensure that not less than one individual or firm is
selected (either by the Parties or an arbitrator) and will be available
to act as the Umpire under this Contract.

All costs and expenses of anv arbitration conducted pursuant to
this Section shall be shared equally by the Parties. If, at any time,
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Buyer has not paid its share of costs and expenses, then Buyer’s
night to forward any further Pricing Notices under this Agreement
shall be suspended until Buyer has fully paid its share of all such
costs and expenses (including any interest thereon).

(e) Notwithstanding that the Parties had agreed upon a partcular
individual or firm to be a Umpire or that Umpire had been selected
by arbitration hereunder, if that Umpire has provided a Sabrevois
Price on not less than 3 occasions, then either Party may thereafter
require the removal of that Umpire from the list of permitted
Umpires for the purposes of this Contract. Any such removal shall
be effective upon the earlier of (1) the naming of a replacement
Umpire for that Umpire (whether by agreement or arbitration), and
(2) 2 Months from the date that the Party requiring the removal of
the Umpire notifies the other Party that the Umpire is to be
removed.

Article 16
Waddington Price

16.1 Arbitration

(a)

(b)

If, at any tme during the Term, the Canadian Gas Price Reporter (1) is no
longer published, or (2) ceases to publish a price report providing the
information spedified in the definition of “Waddington Price”, or if the
price reflected in the definition of “Waddington Price” is no longer
representative of current market prices for Gas to be exported to the
United States at the point spedified in that definition, then the Partes shall
promptly meet, following the request of either Partv, to agree upon an
alternate publication for a pricing mechanism for the purposes of this
Contract. If the Parties fail to meet for any reason whatsoever within 20
days of either Party requesting a meeting for this purpose or if the Parties
meet but fail to agree for any reason whatsoever upon an alternate
publication, price reference or pricing mechanism within 60 Days
following the request of either Party hereunder, then either Party may
refer the matter to arbitration for binding determination.

(i) Any dispute under subsection 16.1(a),

(i) any dispute relating to whether or not a Party has acted
reasonably when not accepting an authorization or
agreement pursuant to subsection 2.6(a),
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(ii1}) any dispute relating to either Buyer’s obligations to provide
financial assurances or Seller's right to request finandal
assurances,

(iv) any dispute under subsection 3.7(i) ‘relating to Buyer
purchasing Gas from another entity on more favourable
terms, or

(v) any dispute respecting each Party’s entitlement to use or
obligation to pay for the TCPL Service Agreement,

may be referred for final resolution by arbitration under the Rules of the British
Columbia International Comumerdial Arbitration Centre by a single arbitrator.
The appointing authority shall be the British Columbia Intemational Commercial
Arbitration Centre and such appointment shail be made pursuant to Sections 6
and 8 of the Rules. The case shall 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.

Article 17
Miscellaneous Provisions

17.1 Waiver

No waiver by Buyer or Seller of any default of the other under this Contract shall
operate as a waiver of any or all of such Party’s rights with respect to all prior or
subsequent obligations of the other Party.

17.2  Access to Records

The Parties shall have reasonable access to each other’s accounts, books, and
records to verify the accuracy of any statement, charge or calculation made
pursuant to this Contract or any other matter reasonably relating to this Contract
for a period of 2 years following the statement, charge, calculation or the time the
other matter arose.

17.3 Headings

The headings used throughout this Contract are inserted for reference purposes
only and are not to be considered or taken into account in construing the terms or
provisions of any Article or Section hereof, nor to be deemed in any way to qualify,
modify or explain the effect of any such provisions or terms.
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17.4 Notices

Except as provided for in Section 3.3, every notice, statement or other
communication provided for in this Contract shall be in writing directed by

repaid courier, hand delivery or telephone facsimile to the Party to whom given,
made or delivered at such Party’s address as follows:

Seller:

Notices: Renaissance Energy Ltd.
3000, 425 First Street S.W.
Calgary, AB, Canada
T2P3L8

Attention:  Vice-President, Marketing
Telephone:  (403) 750-1400
Facsimile:  (403) 750-1811

Billing and Payments: Wire Transfer Information specified on Invoice
Gas Operations: Attention:  Gas Supply Operations

Telephone: (403) 750-1400
Facsimile:  (403) 750-1811

Buyer:
Notices: Androscoggin Energy, L.L.C.
630 Dundee Road, Suite 150
Northbrook, IL 60062
Attentiort  Mr. Michael Polsky
Telephone: (847) 559-9800
Facsimile:  (847) 539-1805
Billing and Payments:

Gas Operations: ~ Androscoggin Energy, L.L.C.
630 Dundee Road, Suite 150
Northbrook, IL 60062
Attention:  Mr. Michael Polsky
Telephone:  (847) 539-9800
Facsimile:  (847) 559-1805

Either Party may change its address for service or other communications
particulars from time to time by giving written notice of such change to the other
Party. Any notice, statement, or other communication made, given or delivered
hereunder by prepaid overnight courier shall be deemed to have been effectively
delivered to the addressee thereof at the end of the next business Day of the
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receiving Party after the date of forwarding by prepaid overnight courier. If any
such notice, statement, or other communication is delivered by electronic
telecommunication to the designated representative of the addressee during the
normal business hours of the addressee, it shall be deemed to have been recejved
by the addressee within 2 hours of its delivery to the addressee, and if delivered
after the close of business of the addressee on the Day that the transmission has

. been made to said designated representative, it shall be deemed to have been

received 2 hours following the start of the following business Day of the addressee.
17.5 Choice of Laws

This Contract shall be construed in accordance with the laws of the Province of
Alberta, and the Courts having jurisdiction in the Province of Alberta at Calgary
shall have exclusive jurisdiction in relation to any legal proceedings arising in
connection with this Contract other than in respect of matters referable to
arbitration herein.

17.6 Further Assurances

Each Party shall perform all acts, execute and deliver all documents and give all
assurances reasonably necessary to give effect to this Contract.

17.7 Entire Agreement

This Contract supersedes and replaces any oral or written communications
heretofore made by and between the Parties relating to the subject matter hereof,
and this Contract constitutes the entire agreement between the Parties respecting
the subject matter of this Contract.

17.8 Conflicts

Any schedule or exhibit to this Contract is incorporated herein by reference. If any
provision of a schedule or exhibit conflicts with a provision in the body hereof, the
latter shall prevail.

179 Time
Time shall be of the essence in this Contract.

17.10 Gender

Whenever the singular or masculine or neuter is used in this 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.
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17.11 “Hereof Ete.”

Except as otherwise provided herein, “this Contract”, “hereto”, “hereof”, “herein”,
“hereunder” and similar expressions refer to this Contract in its entirety (including
any schedules hereto) and not to any particular Article, Section, subsection, clause,
subclause, paragraph, subparagraph, exhibit or schedule, or other portion thereof.
Unless otherwise specified herein, references herein to a Schedule refer to a
Schedule to this Contract.

17.12 Severability

Every provision of this Contract is intended to be severable. If any term or
provision hereof is illegal or invalid for any reason whatsoever, such illegality or
invalidity shall not affect the validity of the remainder of this Contract.

17.13 Inurement

This Contract shall be binding upon the Parties, their successors, and permitted
assigns, and shall inure to the benefit of the Parties and their successors and

permitted assigns.
17.14 Confidentiality

The terms and conditions of this Contract shall be kept confidential by Buyer and
Seller, except to the extent information must be disclosed in order to (1) obtain
transportation, (2) allow for routine audit procedures, (3) comply with reporting
obligations under applicable federal, provindial or state laws or the requirements
of any Transporter, (4) obtain any necessary Canadian Regulatory Approvals and
United States Regulatory Approvals required hereunder, or (5) enforce a right or
claim under this Contract.

17.15 Counterpart Execution

This Contract may be executed in separate counterparts with the same effect as if
the Parties had signed the same document. All counterparts shall be construed
together and constitute one agreement. Each Party shall be entitled to rely on the
delivery of an executed facsimile copy of this Contract and such facsimile copy
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shall be legally effective to create a valid and binding agreement between the

Parties.

Executed and delivered.
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GAS SALES AGREEMENT

This GAS SALES AGREEMENT (this "Agresment”) is made as of the __ day

of May 1997, by and berween RIO ALTO EXPLORATION LTD., corporation

("Seiler”), and ANDROSCOGGIN ENERGY LLC, a Delaware lumrcd liability corporation
("Buyer").

WITNESSETH

WHEREAS, Seller is engaged in the business of producing ard selling narural

19
4

WHEREAS, Buyer preposes to consTuct. own and operate a natural gas-fired
electric genenation facility in the Citv of Jay, Sate of Maine, which facnhrv is expected, but not
guarantesd, 10 commencs comumercial operation by November 1, 1998:

YWHEREAS, in accordance with the terms and conditions of this Agresment,
Seller is preparad to se!l and deliver on 2 Firm Basis (as defined hc:::n) and Buver is preparcd
(© purciase and recsive on 2 Firm Basis, Gas reguired for the operation of Buyer's Faciliey (as
Cefired hersin);

WHEREAS. Buver has or shall have racsived ail reguired material
governmental autnonizations 0 consTuc: and ccerate Buver's Facility;

WEEREAS, Buver has exterzd or shall 2nter into naceral gas wansgomation
ccnrracts which shail provide Buver the necassary wansporacion servicss for the deliverv of the
Quarnticy of Gas (as cefined herein) (0 dbe s0id and deliversd, cr caused (o be celiversd. bv Seller
0. or {or the account of, Buver at the Point of Deliverv (as cerined herein) for further
ransporiation by Buver to Buver's Facility: and

NOW, THEREFORE. in consicdenation of the murual covenants and agraameats
ferein comdained and intending to te lezaliv bound. Seiler and Buver agres 15 foilows:

ARTICLE I
DEFINITIONS OF TERVIS

Section 1.1 Befniticns

For purgcses of this Agrssmanc ail accencicss and recitals, excspt whers
iIrcther maaning s ::;r:s;q siated. the fcilowiny capaiized words and znrases shall have the
oilowing meznings:

"Acnal Purchaced Cuances” siail dave the meaning ser forh in Subses:tion 3.3

{3) nera2cl.
"AZTB" means e Aiber:a Znerzv Udiides 3oard. or its sucs=ssor.
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"AEUB Reserves Under Conmol Locations Listing” means the listing of parural

gas reserves desigrated bv AEUB.

"Agresmen: Year” meacs a period of rwelve (12) consecutive Months begirning
on November Ist of each year subseguent 1o the year in which the Initial Delivery Date occurs:
the first Agresment Year shall begin with the Initial Delivery Date hereunder and end on the
Novemger lst next following and the teath Agreement Year shall begin on November 1st
followicg Ociober 31st of the ninth Agresment Year and end oa the teath anniversary of the
[nitial Delivery Date; and provided that in any Agresment Year containing less than or more
than 365 Days, the obligations of the pardes hereunder shall be prorated based on a fraction, the
cumerator of which is the pumber of Days in the Agresmear Year in question and the
denominator of which is 363, or 366 in any year that includes February 29.

"Arbitmation” shall have the meaning set forth tn Article XX.
"Arbicrator” shall have the meaning set forth in Article XX,
“Board” shall have the meaning set forzh in Aricle XX.
"BCICACT™ shall bave the meaning ser forth in Section 20.1 herzof.

"Business Dav” means anv Day other than Sarurday, Sundav or other Day on
which banis are authorized 10 be closed in the Sate of Maine or in the Provincs of Albema.

"Buver's Facitiy” means e elezitic generation facility (0 be constmucied by
Suyrer near Intzmacional Pacer Company's facilicy locaeed near the Citv of Jay, State of Maize.

"Canadian Rzzulaters Authonties™ mezns each governmental agency or claer
suthonity in Canaca. whicl aas jurmsdiciion over the subject marer of this Agresment including,
without limitaticn. the Ajbema Enerzvy Udlides Board, the Alberma Lieztznant Govemor in
Counc:l, the National Eaergyv Beard and the CGovernor in Council icr Canaca.

"Corzerate Suoniv Poei”™ meaes te aggrezate quanticy of 225 reserves availadle
t9 Seiler under its contracts with procucers or owned by either Seller or an arilliate of Seiler.

"Cover Cas” saail tave the meaning se: forth in Sub-seziion 3.1 (b).

"mET means cudic metsr
"Dav” means 1 zenicd of ovenry-four consecutive hours. teginning acd 2zding
at 3:C0 1.m. Mcunnin Siendazd Tiame orat such otiter acur as Seiler and Buver siall agree uen

I wTeng.

"Deiiverr Mcernry' stall 2ave the mezning ser forth in Aszicie [X hersof.
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“Event of Force Maieure™ means any: acss of God; strikss, lockouts. or other
industrial disturbances; ac: of the public enemy, wars, blockades, insurrecdons, riots. arrests and
restraints of government and people; civil disturbances; epidemics; landslides: Lighteaing;
earthquakes; fires; storms; floods; washouts; explosions; breakage or accident to machinery or
lices of pipe; freszing of wells or delivery facilides: unforesezable inability to obtain materials
(other than Gas), equipment, supplies, or labour: any act or omission of the namral gas
ransporution pipelines used by Seller or Buyer that is excused under relevant agresments by
any evear or occurrences of the character berein defined as an Evear of Force Majeure; the
curaailment or interTuption of firm transportation service which affects Buyer's recsipt of or
ability to wansport Gas downsweam of the Point of Delivery or Seller's delivery of Gas at the
Potnc of Delivery and which is not arributable to a breach by Buver or Seller, respecavely, of
its obligadons to the interrupting/curtailing pipeline; an order, directive or restraint issued or
imposed by any governmeatal authority, regulatory body or court having jurisdiction; an inabilicy
(0 obuin, or a revecadon or adverse amendmext of, any licease, permir, approval or
uthorization of any governmental authority or regulatory body having jurisdiction; or any other
cause, whether of the kind herein enumerated or otherwise, and whether or not caused or
cccasioned by, or happening on the aczount of, the act or omission of one of the Partes or some
person or concerm not a Party (o this Agresment, not within the reasonable control and without
the fault or negligencs of the Party claiming the Event of Forcs Majeure. It is expressly agresd
that none of the following shall constitute an Eveat of Forcs Majeurs hereunder: Buver's
wrapility economically to use or rese!l Gas purchased under this Agresmear; Seller’s inability o
coain Gas supplies at a desirable or economic price; depletion of Seller's reserves, if any; lack
ot financial resources or available funds or similar financial predicament which is due to the
:natility 10 pay any amount which a financially sournd eatity weuld be exgesied o pav: sither
Parzy’s operational or rransporzation balancing reguirements: anv wranssoration difiicuity or
:mpediment that dees nct direstly affect Buver's receizt of or abiiity to oansporr Cas
downsizeam Of the Point of Delivery or Seller’s delivery of Gas at the Point of Deliverv; or any
imansporuation difficulty or impediment anricuwole to having interruptiole tansporaticn service
11 21ace.

"E.E.R.C.° means the Faderal Energy Requlatory Commission, or its suczessor,
or :he Unied Siates.

"Einancing Decuments” means any ard all lcan agresments. notas, wnceacurss,
iecunfy agresments, subordination agresments, MOMgagss. pARnessiip agresments. subscToucn
agresmients, participaticn agresments and citer documents relating [0 the consiniciion. inenm
anc [ong-:emm fimarncing (both dedt and any third-rarcy esuicy) of Buver's Facility and any
reliranciny therzor (inciuding a leveragsd lease pursuant (0 ‘vhich Buver is the lessez2 of Buver's
Ficiiity) zrovided by the Financing Parties. inciuding anv ard ail medifications, exiensicns,
renewviais and reclacements of any such {inancing or refinancing.

“Einancing Paries” mezns (i) anv and ail lenders providing the consTucsion.
.nt23Tam or leng-ietmn dirancing or refinancing of 3uver's Faciiics (including a leveraged lease).
an€ inv asies Or agent aciing on teir telail. and {ii) any and ail 2guicy invesiocs provicing

inv such {irancing or refinancing of Buver's Facility, and any Tastes or agaar acing on their

Sengif.
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"Firm Basis" means the obligation of Seller to provide Buyer 2 son- inteTepuble

Quantity of Gas and Buyer's obligation to purchase a pon-interTuptible Quantry of Gas.

"Gas” means natural gas of the quality specified in Artic'e XII hereof.

"GJ]" means one billion Joules.

*Gas Inventorv_Charge” or *GIC" means for any Agresmeat Year, a payment
of $0.40 (Canadian dollars) per GJ.

"Heating Value of Gas® means when applied to a cubic meter of Gas, the
number of Joules expressed in MJ per m’, producsd by the complete combustion at copstant
pressure of oce (1) cubic meter of Gas with air, with the Gas fres of water vapor and the
temperature of the Gas, air and products of combustion to be at a standard temperature and all
water formed by combustion reaction to be condensed to the liquid state determined in
accordance with NOVA's wariff at the Point of Delivery.

"Initia] Delivery Date” means the Day camified in writing to Seller by Buyer
to be the Day on which Buyer shall first take delivery of the Gas Seller shall deliver at the Pdint
of Delivery.

"Interest Rate” means (i) the floating annual rate of intzrest established from
time to time by the Bank of Montreal, or its succsssor bank, as the base rate it will use to
cerermine the rates of interest on Canadian dollar loans made in Canada and designated by it as
its Prime Rate, plus (ii) two (2) percent per annum, but in no eveat greaier than the maximum
interest rate allowed by law.

"Joule™ means the work done whea the point of application of a force of oce
(1) newton is displaced a distance of one (1) mezer in the direstion of the fores.

"Maksauo Level” shall have the meaning set forth in Seztion 3.3(c).

"Maximum_Dailv_OQuantiv® or "MDQ"™ means a Quantity of Gas egual t©
11,300 GJ ger Day.

"Minimum_Aanual Quantyv” or "MAQ" means eighrv-five perceat (85%) of
the Quantty of Gas resulting from muitiplving the MDQ by 363 Davs (366 Days in an
Agresmemt Yeaar that includes February 29) and reducing the product cbwined by the Volume
Deficiency. if any. for the same peciod.

“Minimum Quarreriv Quanticv® means a Quaanticy of Gas egual (o tweacy percent
%) of the MAQ applicadle to each quarer of an Agrsament Yaar (i.2.. the thres month
od_s eading January 31, April 50, July 31, and October 31 in 2ac2 Agresmeat Year), reduced

by the Volume Defdiciency. if any, for each such quarer.

"MI" means one million Joules.
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"Month® means the period beginning at 8:00 a.m. Mountain Standard Time on
the first Day of a given calendar month and eading 8:00 a.m. Mountain Standard Time on the
first Day of the next succsading calendar month.

"Nawural Gas Reserves® means reserves of unprocessed raw gas.

"NEB" means the National Energy Board of Canada, or its successor.

"NOVA® means NOVA Gas Transmission Ltd., its successors and assigns.

"NOVA Delivery Point_Firm Service” means firm gas tansportaton servics
urder NOVA's Rate Schedule FS, or its successor rate schedule, from the Point of Delivery to
the interconnection of the NOVA Facilides with TransCanada’s facilities at Empress, Alberta.

"NOVA Deliverv Point Service Agresment” means an agresment between
NOVA and Buyer respecting NOVA Delivery Point Firm Service to be provided pursuant to
NOV A Rate Schedule FS, or its successor rate schedule,

"NOVA Facilities” means NOVA's pipelines and other NOVA facilides ot any
part or parts thereof for the gathering, weatng, transportng, storing, disiwriburtion, exchange,
nandling or delivery of any Gas.

"NOVA Fuel Gas™ means the Gas, if any, used as compressor fuel at the
NOV A facilites for delivenies from the Raceipt Point(s) to the NOVA Inveatory Transfer.

"NOVA Tnventorv Transier” means the locaticon of the point oa the NOVA
racilities designated by NOVA as the NOVA Inveatory Transfer; provided, however, that if
NOVA dees not cormally specify the location of the NOVA Inveztory Transter, thea the
iocarion shall be such point on the NOVA Faciities as may be mumually agresd by the Parties
or, if the Parties cannec agres, the location shall be dezermined by arbitration in accordancs with
Aricle XX,

"NOVA Raceioe Poine Firm Servics' means fum gas wansporation servics
under NOVA's Race Schedule FS, or its succzssor rate schedule, from each Rezzipt Peit to the
Paowae of Delivery.

“NOV A Recsive Point Servics Aoresment” means an agrezmeat betwesa NOVA
and Seiler respesting NOV A Rezsipt Point Firm Service to be provided pursuant to NOV A Rate
Scredule FS, or its successor rate schedule.

“Parv” or "Parties” means a signatory or the signatories to this Agresmeat, and
its or their sucsesscr and permitted assigns, as the case may be.

"Point of Deliverv” shall mean the NOVA [nveatory Transier goint, as set forh

n Arcele X,
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"Portland* means Pordaad Nawral Gas Transmission Sysiem Limited (a Maize

geoeral partmership), its successors and assigns.

"Portland Service Agresment* means an agresment between Portland and Buyer
under Portland’s Rate Schedule FT, or its succassor rate schedule.

"Purchase Defjciencv” shall have the meaning set forth in Section 3.3(b).

"Quantitv of Gas® means an amount of Gas expressed in GJs determined by the
product of the applicable Volume of Gas and the applicable Heatdng Value of Gas.

"Receipt Point” means any inlet valve of the NOVA Facilities at which Seller
is able and authorized to deliver Gas into the NOVA Facilides.

"Scheduled Deliverv Quantitv” for any period means the Quantity of Gas that
Buyer requests Seller to deliver during such period in accordancs with Sub-section 4.1 (a), but
in 00 event shall the Scheduled Delivery Quantity for any Day excsed the MDQ.

"10°m’ means thousand cubic mezers.

"Term” shall have the meaning set forth in Secdon 6.1.

"TransCanada” means TransCanada PipeLines Limited, a Canadian corporaden,
115 successors and assigms.

"TransCanada Secvice Agresment” means an agresment betwesa TransCanada
arnd Buver under TransCanada's FS Toll Rate or its succsssor rate.

"U.S. Regulatorv_Authomoies® means each governmenwml ageacy or other
authonity in the United States of America which has jurisdicdion over the subject maner of this
Agresment including without limitadon, F.E.R.C.

"Volume Deficiencv” shall bave the mearung se: forth in Sub-section 3.1 (b).

"Volume of Gas® means an amount of Gas expressed in 10°m’.

ARTICLE O
CONDITIONS PRECEDENT

Sezzon 2.1 Corditjons Precadent

(a) Except as provided in Seztion 2.3, Seller shall have no obligation to seil,
deliver or cause (@ be delivered to Buyer, and Buyer shall have oo coiigation to pay for,
purczase, recsive or cause (0 be received from Seller, at the Point of Delivery, the Quardry of
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Cas speciliel \2 s Agresment, unless and uatl all of e foliowing coccivons precadent Qave
besn sausiied.

(D) On or before November 1, 1997, Seller shal} have applied for ard,
on or before the date that NOVA prescribes for execution of the pecessary NOVA Reczipe Point
Servics Agresmeant, Seller shall have entered into all necsssary firm narural gas transportation
agresments, including but pot limited to the NOVA Recsipt Point Service Agreemenr(s), or
whers applicable transportation precsdent agresments, to provide Seller ransportation service
from the Receipt Points to the Point of Delivery for the delivery of the Quantity of Gas to be
sold, deliversd or caused to be delivered by Seller to or for the accouns of Buyer at the Point
of Delivery, for deliveries to commencs on November 1, 1998: provided, however, that if Buyer
is unable to obuain transportation from TransCanada and Pordand comme=ncing on November 1,
1598, then such NOVA conmaci(s) shall be effective as and from the date such servics by
TransCapada and Portland commerces, but no later than Novexber 1, 1999; and

(i1) Ou or before November 1, 1997, Buyer shall have applied for ard,
on or before the date that NOVA prescrites for execution of the necsssary NOVA Delivery
Point Service Agresment, Buyer shall have entered into all necsssary firm patural gas
tRnsporiation agresmears, including but not limited to the NOVA Delivery Point Service
Agrezment, or where applicable wanspormtion precedent agresments, to provide Buyer
ransporation service from the Point of Delivery to the rez=ipt point on TrarsCanada's facilides
at Zmpress, Alberma, to recsive from Seller and transport to TracsCanada's facilities the Quandty
of Gas to be scid, delivered or caused to be delivered by Seller 1o or for the account of Buyer
at tie Point of Delivery, for deliveries to commencs on November 1, 1998: provided, however,
what if Buyer is unable to cbuin transportation from TransCanada and Pordand commeccing on
November 1, 1998, the execution of the conwaci(s) with NOVA providing {or comume=csmeat
of such deliveries no latzr than Novembper 1, 1999, shall satis?v tis condition precsdent; and

(i13) On cr before November 1, 1997, Buver shall tave apolied for and,
cs or before the cate thar TransCanada prescrives for exezution of the necsssary TransCaraca
Service Agreement, Buyer shall have entered into all necassarv firm nacural gas transporaztion
agrezments. including but ot limited to the TransCanada Servics Agresment, or where
acpiicable transporation precedent agresments, (o provide Buver wransporadon servics fom the
rez=ipe goine on TransCanada’s facilities ac Empress, Aiberta. to the recsipt point on Pordand's
facilities foc the oansportation of the Quanticy of Gas o be sold. deliversd or caused 0 be
czaiiveced by Seller w or for the account of Buver ac the Point of Deiivery, for deliveries w0
ccramence on November 1, 1698; provided, however, that the execution of the contraci(s) with
TransCanada providing for commenc=ment of such deliveries o later than November 1, 1999,
shall sausiv this conditicn pressdext: and

(iv)  Onorbefore November 1, 1997, Buver shall have appiied for and,
on or getore the date that Porland presccices for execution of the necessary Portland Servics
Agzresmenat. Buver shall have extered into all necsssary firm natural gas mansportarion
agrezments. including but not limited to the Porland Servies Agrssment. or whers agolicable
imansgeracon pracsdent agraements, 10 provide Buver transperition servics from the receint
goint on Pordand's facilities to Buyer's Facility for the delivery of the Quantty of Gas to be
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sold, delivered or caused to be delivered by Seller to or for the aczount of Buyer at the Point
of Delivery, for deliveries to commence on November 1, 1598; provided, however, that the
execution of the contract(s) with Portland providing for commencement of such deliveries go
later than November 1, 1999, shall sadsfy this condition precedent; and

’ (v)  On or before November 1, 1997, Seller shall have applied for and
shall have obuined not later than November 1, 1998, all necessary regulatory and governmental
authorization Of assurances including, but oot limited to, provincial pawural gas removal permits,
sufficient to satisfy Seller's obligations as set forth in Article IIT hereof: and

(vi)  On or before November 1, 1997, Buyer shall have applied for and
cbuined not later than November 1, 1998, all pecessary regulatory and governmental
authorizations or assurancss including but not limited to provincial permits and approvals, an
export license for the removal of gas from Canada, an import license from the U.S. Department
of Energy for the import of gas from Capada into the United States, sufficient to sarisfy Buyer's
obiigations as set forth in Article 0 hereof; and

(vii) Prior to the Iniual Delivery Date, NOVA, TransCanada, Portand and
other transporters, if any, referred to in Section 2.1(a)(ii), (iii) and (iv) hereof, shail have
obuined ail necsssary regulatory and govermnmental authorizations or assurances, and shall have
consiructed and put nto service all necsssary facilities, to enable Buyer to taks delivery at
Buyer’s Facility of the Quantiry of Gas (o be sold, delivered or caused to be delivered by Seller
o or for the account of Buver hereunder; and

(viii) On or before November 1, 1999 the Initial Delivery Date stall have
cccurred pursuant to this Agresmeat.

(b) Norwithstanding the forezoing Secuon 2.1(a), Buves's obligations uzder this
Agrzement are expressly subject to the fulfillment of each of the conditons pressdeat listed
delow; provided, however, that Buver may waive any such condition or may exiend the date for
fulfillment of any such condition, but not bevond November 1, 1999. In the event that any of
such cordiuons are not fulfilled by the date indicated (as such date may be exteaded), Buyer may
erminate this Agresment without further obligation:

(1) On or before Novemter 1, 1997, Buver shall have applied for acd
obtained got later than November 1, 1998, all necessary rezulatory authorizations and all site
ard eavironmental permits sufficieat for Buver to construct and operate Buver's Facility: and

(i1} On or before Novemoer I, 1697, Buver shall have secured financing

acegquate and sufiiciear. in Buver's sole discration, for the conszuciion and completion of
Buver's Facility.

Section 2.2 Notification

98/22/9T/TSL/08%0) /0L /ALATT - LL/ SRR _L . e elrll L




(a)  Seller shall noufy Buyer, in writing, upoa the satisfaction by Seiler of
Seller's conditions precedeat in Section 2.1 (a)(i) and (v), or waiver or extension by Seller at
Buyer's request, of Buyer’s coanditions precadenr in Section 2.1 (a)(ii), (iii), (iv), (vi), (vii) and
(viii) hereof.

(b) Buyer shall noufy Seller, in writing, upon the satsfaction by Buyer of
Buyer’s conditions precedent in Section 2.1 (a)(ii), (ili), (iv), (i), (vii) and (viii), or waiver or
extension by Buyer at Seller’s request, of Seller’s conditions precadent in Section 2.1 (a)(i) and
(v) hereof. Buyer shall notify Seller, in wridng, upon the sadsfaction, extension or waiver by
Buyer of Buyer’s conditions precadent in Section 2.1 (b)(i) and (ii).

Section 2.3 Satisfaction of Conditions aden

Upon satisfaction or waiver of all the conditions precedeat in Section 2.1 hereof,
Seller’s obligation to sell, deliver or cause to be delivered and Buyer's obligadon to pay for,
purchase, receive, or cause to be recsived, the Quantity of Gas specified in this Agresment in
accordazcs with Section 3.1 hereof shall become effective. Seller and Buyver shall use due
diligence to sausfy the conditions precsdeat referred to in Secton 2.1 hereof, within the
respective control of each and shall cooperate reasonably with each other in satsfying Eny
condition precsdent in Section 2.1 hereof.

{f any of the conditions prezedent included in Section 2.1 hereof have not besa
satisiied or waived by the date specified in Section 2.1, then the Party which has performed its
obligation mayv thersafter terminate this Agresmenrt by giving thirty (30) Days writtea notics 10
the other Party of s intendon to temminate, and this Agresment shall rerminate and shall
therearies be of no further force and efiect; provided, however, that in the event Buyer has not
sausiled one or more of the condiuons precedent set out in Section 2.1 (a)(i1), (iii). (iv). (vi),
(vil) and (viii), or satistied or waived one or more of the conditions pracadent set out in Secdon
2.i(b), but agre=s, beginming Novemcer 1, 1999, w either wke gas or commencs monthly
pavments of the GIC multiplied times one-twelfth of the MAQ, then Buyer shall provide Seiler
with writtea notice of such agresmeat by so notifving Seiler that (i) Buver has waived any
remaining condition(s) pressedeat, (i) Buyer will commencs either taking the gas or paving the
GIC 1s descriped above bezinning on November 1. 1599 (or any earlier date that Buver shall
state tn such notics to Seller). and (i) the Parues’ rights and obligations under this Agresmeat
shall no longer be subject to satisfaction of any conditions precedent effective, and, thereafier,
Seller shall noc have the right to terminate this Agresment undes this Section 2.3,

ARTICLE OI
SCOPE OF AGREEMENT

Seczion 3.1 Purchase and Sale

(1) Subjez: to ail of the terms. concitions, and limitcions set forzh i this
Agresment, commencing on the [nitual Delivery Date Seller shall sell, deliver or cause to be
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delivered to Buyer on a Firm Basis, and Buyer shall purchase, receive or cause 10 be recsived
at the Point of Delivery on a Firm Basis, a Quantity of Gas equal (o the Scheduled Delivery
Quantity.

(b) In the event Seller is unable, except due to an Event of Force Majeure, to
deliver all or a portion of the Scheduled Delivery Quantity on any Day in accordance with the
terms and conditions of this Agreement, then a “Volume Deficiency” for such Day equal to the
differencs betwesa the Scheduled Delivery Quantity and the Quantity of Gas delivered by Seller
shall exist. If a Volume Deficiency occurs, Buyer shall have the right to purchase the Volume
Deficiency from other fuel suppliers. Should Buyer purchase fuel from a third party to replace
any Volume Deficiency ("Cover Gas™), Buyer will first endeavor to acquire the Cover Gas at
the lowest price reasonably available at the Point of Delivery, it being understood however, that
Buyer’s primary coasideration in purchasing Cover Gas will be to obtain delivery of same at
Buyer's Facility when nesded. Upon receipt of Buyer's dewiled invoics for its cost of Cover
Gas, Seller shall, within ten (10) Days of receipt of such invoice, reimburse all of Buyer's
reasonable incremental costs except consequential damages, incurred in obuaining such Cover
Gas. Buyer’s invoice shall be based on the amount, if any, by which Paragraph (i) below
excesds Paragraph (ii) below:

(1) The amount that Buver paid for the Cover Gas per GJ plus any
incremental demand charges relative t0 unused transportation
resulung from such Volume Deficiency; and

(i)  The applicable price per GJ compuied pursuant to Section 8.1:
such differsnce then being multiplied by the Quantity of Gas
corutned in the Cover Gas.

So long as Seller’s failure to detiver Gas does not constitute, or resuit in. an Eveat of Default.
Buver’'s remedy of Cover Gas shall te Buver's sole remedy in contract and in tort for Seller's
breach of its obligation to deliver Gas. If Seller's failure constitutes an Event of Default under
Arucle XIX hereof, Buver also has the right to terminate the Agresment as provided in Armicle
XIX and Buver's Cover Gas remedy shall be in addidon to such other remedies available ©
Buver. The provision of Section 21.9 shall apply to any failure to deliver by Seller whether or
not such failure is an Evear of Default.
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Section 3.2 Deliveries Prior to Initial Deliverv Date

Notwithstanding aay other provision of this Agresment, if Buyer sishes to
purchase and Seller wishes to sell 2 Quantity of Gas for initial synchronization, performance
testing and operation of Buyer’s Facility for a Quantity of Gas less than forty-five percent (45%)
of the MDQ on a balanced daily basis (“Initial Synchronization Gas") prior to the Inital
Delivery Date on terms and ac a price per GJ to be agreed to by Seller and Buyer in writing,
thea Seller may sell, deliver or cause to be delivered such Quantity of Gas to the Point of
Delivery for Buyer’s account. If Buyer requires a Quantity of Gas on a Firm Basis for the
purpose of conducting performance testing of Buyer’s Facility for a Quandrty of Gas equal to or
in excess of forty-five percent (45%) of the MDQ on a balanced daily basis ("Test Gas") prior
to the Initial Delivery Dare, then Seller shall have the right but not the obligadon t© make Test
Gas available to Buyer on a Firm Basis at the pricz of $1.870 per GJ at any time prior to
November 1, 1599, plus costs incurred by Seller to transport such Gas to the Point of Delivery.

Section 3.3 Minimum Annual Quantitv: Pavment

(a) Buyer shall purchase from Seller in each Agresment Year an aggregate
Quantity of Gas at least egual to the Minimum Annual Quantity; provided further that Buyer
saall nominate and tke during each of the thres month periods ending January 31, April 30,
July 31, and October 31 in each Agresment Year an aggregate Quantity of Gas at least equal to
the Minimum Quarterly Quantiry: provided, further, that Buye:'s minimum purchase obligations
ferzunder do not obligate Buyer to taks a Quartiry of Gas on any Day in excess of the MDQ.

(0} If. for any Agresment Year, the total Quantity of Cas takea and paid for
ov Buver under this Agresment (the "Actual Purchased Quantity™) is less than the Minimum
Annual Quariticy (the "Purchase Deficieacy™). then within thirzy (30} Davs after Buver's receipt
of Seiler’s notice, which Seiler shall reader within minesv (S0) Davs afier the exd of such
Agresment Y=2ar in which a Purchase Deficiency has occurred, Buyver shall pay to Seller a sum
¢3ual 0 e Purchase Deficiency multplied by the GIC.

(¢) On anv Day, in the event that Buver nominates less than the MDQ, Saller
shail have the nghe to seil Gas to third parties equal o the MDQ less the Quantity of Gas
nominated by Buver.

ARTICLE IV
DELIVERIES

Seziion 4.1 Quantics

(a) Cecmmencing with the Initial Delivery Date and continuing throughout the
Tarm of tus Agraement. Buver sdall provide Seiler with schedules showing the Scheduled
Deitvery Quantity (up to the MDQ) which Buver recuests to e sold. deliversd or caused to be
czijversd bv Seller to Buver at the Point of Deliverv, in accordancs with the following
creesdures.
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Buyer snall deliver to Seller 2 writtea nemination schedule
showing the Scheduled Delivery Quantity for each Day of the
Month not later than one (1} Business Day prior to the dats by

.. ‘ which Buyer must make nominations to NOVA and the other
pipelines transporting the Gas that Seller delivers for Buyer's
account at the Pownt of Delivery during such Montk under this
Agresment,

Py (i) Buyer shall give Seller at least four (4) hours’ notice prior to a
proposed change in a daily Scheduled Delivery Quantity from thar
set forth in the nomination provided for in Secton 4.1 Q) (i)
hereof and Seller shall aczept notice. Notice of any such change
sball be provided in writng, or by telephone simultaneously

Py reduced to writng and delivered by telecopier, and shall be
provided to Seller in accordance with Article XVIII hereof.

(iii)  After the Inivdal Deliverv Data, ar least fiftesn (15) Days prior 0

the first Day of each February, May, August and November,

Py Buyer shall fumnish Seller a written schedule of the estimated
Scheduled Delivery Quantity for purchase and delivery during each

Month of the quarter of an Agresment Year bezinning on that

dare.
® ...) (b) Buver shall purchase from Seller 3 minimum Monthly volume of Seller's
. g3s equal o the Quantity of Gas calculated. on a daily basis, as the MDQ divided by 43,000 GJ

muluplied umes Buyer's actual towl daiiy purchases of Gas. provided that such Quantiry ¢f Cas.
on a daily tasis, shall act excesd the MDQ.

® (¢) "Buver shall comply with all reasonable reguests by Seller for addidonal
infcrmation requesied by Seller as necessary 10 se!l. deliver or cause 10 be deiiverad the Quartity
of Gas contemplated under this Agresmeat and 0 comply with the vaiid reporting or other
requirements of any adminiszative or regulatory agencv having jurisdiction,

Section 4.2 Uniform Deliveres

The Quantity of Gas soid i 2¢29rdancs with this Agre=ment shall be deliversd
or caused to be delivered 1o the Peine of Deliverv (o Buver or for Buver's account and rezsived
PY cr caused 10 be recsived ar the 2sine of Delivery by Buver oc ior Buver's aczount. as reasonabiv
gracuicabie. ac heurly rates of low that are uniform over the caurse of a Dav.

Secrion 4.3 Gas Imbalances
Seiler and Buver agres 0 cooresate with each other (o have deliversd and

. rezzived 3 Quantcy of Gas at the Point of Celivers egual o the Scheduled Delivers Quantity:
. grovided, however, to e exient that either Parcy causes defiveres or ressipts of a Quanccy of
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Gas ac the Point of Delivery to not equal the Scheduled Delivery Quantiry for reasons other than
an Event of Force Majeure, the responsible Party shall tndemnify the other Party, in an amount
equal to the costs, charges, and peaalties, if any, that the other Party has ircurred with a gas
transporter as a result of a gas imbalance.

ARTICLE V
SELLER’S SUPPLY WARRANTY

Section 3.1 Warrantv and Covenant of Adecuate Supolv and Reserves

(a) Seller coveaants to reserve for the performancs of its obligations under this
Agresment a portion of its Corporate Supply Pool (including therein reserves in the Province
of Alberta as recognized by the AEUB) for the amount of reserves that is required to mest the
MDQ for the lesser of (1) the balance of the Term or (2) the greater of seven (7) Agresment
Years or such longer period as required by the Canadian Regulatory Authorites: provided,
however, that Seller may from time to time utilize supolies of Gas from Saskatchewan or British
Columbia provided that (i) Seller provides transportation of such supplies of Gas from British
Columbia to the Point of Delivery, (ii) TransCanada allows Seller to introducs such supplies of
Gas from Saskatchewan into TransCanada's facilities downstream of the Point of Delivery
hersunder, and (ii) utilization of such Gas supplies bv Seller does not incsease the costs incurred
by Buyer for purchase and wansporution of any quantities of Gas to Buve:'s Facility. Seller
covenants and agress dhat it will. therafter as necsssary-from time to time. (but no later than
is reguired by the AEUB for resezves in the Provines of Albena), dedicate suificient proved and
probable Narural Cas Reserves {rom pools or fields in the Provincss of Altema. Britisa
Coiumbia and Saskarchewan. as shail be required bv Canadian Razulatery Authorities to
mainain all required autherizations, at e MDQ, for the full remaining Term of this
Agresment.  Seller also covenants (o crovide evidencs o the AEUB and NE3 of otherwise
uncorumitted resarves thar are surficienr 1o mes: the requirements of the ASLB and the NE3 0
T2t3ain the long-i2mm exgort license from the NEB and the long-term removal permit from the
AZUB.

(0) Seller shall provice to the Buver a recear AEUB print-cut of the AEUB
Reserves Under Conurol Locations Lisiing of the Seller’s Corporate Suppiv Peol forthwith ugon
IxeTuLon Of (s Agresment. Seller shail provide (o the Buyer updates of such informaticn as
0 Seiler’'s nmarural gas reserves within 20 Days of the recsipt of a Notics from the Buver
reguesting such information. not {0 9¢ racuesied mors than oncs in any Agrzement Year.

(c) Seller warmanes 0 the Buver that the Seller wijl deliver 1o the Buver,
sutiec: (0 and in 2czordancs with the provisions of this Agrasment. surlicient quantities of Gas
(0 :atisi¥ its obligations uader tis Azraement and, subjes: 0 Torcs Majeurs, will do all things
G2T2SSATY {0 1S3UTS suCh pertormance.
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ARTICLE V1
TERM OF AGREEMENT

Section 6.1 Term

Subject to the other provisions of this Agresmeant, this Agresment shail become
effective as of the date first above wrinten, and shall continue in full forcs and effect for a term
of (the "Term”) tea (10) Agresment Years from and after the Initial Delivery Date.

ARTICLE VI
TRANSPORTATION

Section 7.1 NOVA Transoorzation

The Parties ackzmowledge that the Gas to be sold by Seller to Buyer under this
Agrezment is (0 be transported from each Reczipe Point through the NOVA Facilities to the
Point of Delivery.

b

Section 7.2 NOVA Recsivt Point Firm Servics

Seller shall mainuin a NOVA Receipt Point Servics Agresment or NOVA
Receipt Point Service Agresments with NOVA for NOVA Recsint Point Firm Servics effective
as ard from November 1, 1998 (provided, however, that if Buver is unable to oobuain
transporation from TransCanzda and Poriland commencing on November 1, 1998, thea such
NOVA conrraci(s) snail be effective as and {rom the dace such service bv TransCanada and
Portland comme=ncss, but no later than Novemter 1, 1959), for a dailv Quanticy of Gas 2qual
o at least the MDQ plus NOVA Fuel Gas required to wansport the MDQ on the NOVA
Fac:lities. from such Razeinc Points as Seller mav determine as necassarv or desirable irom dme
0 iime during the Term of this Agresment to the Point of Delivery.

Section 7.3 NOV A Deljvery Point Firm Service

Buyer shall maintain a NOV A Delivery Point Servics Agreementr with NOVA
for NOV A Deliverv Point Firm Servics effective as and from Novemites 1. 1598 (provided,
however, that if Buver is unzbie 10 obuin transporadon from TransCianada and Portland
commencing ¢n Novemter 1. 1668, then such NOV A contracis) shall be effective as and frem
the dace such servics ov TransCarada and Pcrland commencss. but no later than Novemper 1,
16G%), for a daity Quanticy of Cas 2zual to at leas: the MDQ, from the Point of Delivers wo the
intersonnesiicn of the NOVA Faciiities with TransCanaca’s faciities at Empress, Alberm.
Burer snall have the ortion at any time during the Temm of this AZre=ment to assign (o Seiles
1 ocriicn. nct to :xcead the MDQ, of its NOVA Delivery Point Servics Agresment and.
rereafier, Seller shail te responsipie for the firm transporation under such agresment of the
Quantity of Gus curciased oy Buver under this Agresmeat and the Commodity Clargs uaders
Seztica 3.1 agriicaoie o Cas nurciased hersuncer shall pe increased bv the 1C0% load factor
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equivalent of the cost of ransporting such Gas under the assigaed portion of the NOVA Delivery
Point Service Agresmeant.

Section 7.4 Dovwmstream Transportation

Buyer shall maintain the NOVA Delivery Point Service Agreement, the
TransCanada Service Agresment, the Portland Service Agresment and all other necessary firm
ransportation downsaeam of the Point of Delivery.

ARTICLE VIO
PRICE

Section 8.1 Commeoditv Charge

Commencing upon the Inital Delivery Date and thereafier during the Term of
the Agresmeat, Buver shall pay to Seller for each GJ of Gas delivered to the Point of Delivery
the preduct obrained by multiplying the Quantity of Gas delivered by the foilowing pricesTail
prices in this Agresment are expressed in Canadian dollars), with each prics per GJ applicable
10 2ll Gas delivered during the twelve Months beginning with the date specified for each such
prcs:

Novemcer 1, 1998 $§1.870
Novemoer 1, 1999 51.917
Novemeer 1, 2000 S$1.564
Novemeer 1, 2001 $2.01+
Novemper 1, 2002 S2.064
November 1, 2003 S2.113
Novemecer 1, 2004 S52.163
Novempbper 1, 2003 $2.225
Novembper 1, 2006 $2.273
~Novemper 1, 2G07 S$2.333

I the Inidal Delivery Date ccours after Novemger 1. 1698, thea the above price
sciedule is extended oy one vear with a prics of S2.594 per GJ applicable for delivenies
tezinning on Novemcer 1. ZCO8.

Secrion 8.2 Marke: Rislc Assessment

Each paty represeats and wammants tat:

(3) The prices for Gas contained in Section 8.1 ars acceptable to Seller and
Buver givea the murual cocsideration provided in this Agresmeat and ihe market outlook for Cas
priczs genenilly over the Term: and
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(®) Each Party accepts the risk described in the reprasectaton acd WarTarry
in Secton 8.2(a) above and each Party shall concinue to perform its obligations to the other on
every Day during the Term notwithstanding that the prices for Gas contained in Section 8.1 may
be below or above the market price of Gas at anytime or from time to tire.

Section 8.3 Taxes

The prics of Gas sold urder this Agresment excludes all provincial and federal
sales taxes, goods and services taxes and other similar taxes. Any provincial or federal sales
ax, goods apd services tax or other similar tax imposed by any lawful authority which by its
terms is payable by Buyer, but is to be collected and remined by Seller shall be added to the
amount invoiced by Seller, and shall be paid bv Buyer to Seller in ths same manner as the
amount for Gas invoiced by Seller, or separately invoiced by Seller. Buyer will provide
evidence (0 Seller showing that the Gas delivered 10 Buyer under this Agresmeat was expored,
such evidencs to be in a form satsfactory for Revenue Canada's review.,

ARTICLE X
BILLINGS AND PAYMENTS -

Section 9.1 Billings and Pavmenrs

Commencing with the 2arlier of November 1, 1599, or the Initial Deliverv Date,
and centinuing with 2ach suczzeding Mondh thersafier ("Delivery Moath™), Seller shall preseat
to Buver, on or before the firtesnth (15) Day of the Month following each Delivery Moath, an
1nveics showing the Quantity and the Eeating Value of the Gas, if any, delivered cn 2ach Dav
curing the Delivery Mont, the GIC, if aav, and the total amounts and clarzes due and pavable
0 Seiler for such Gas. [f the acmual Quantity of Gas sold, delivered or caused to be deliversd
curng die Delivery Month is 2ot kzown or avatiable in time to prepars e invoics, Seller shail
esilmate the amounts dased on Seller’s reasonable esimate of the Quantiry of Gas sald, daliversd
or caused [0 be defiversd to Buver. Seller shall provide, in the succesding Month's invoics, an
aciusanent based on any differences berwesn the esiimated quantitues and the acaual Quantity of
Cas celiversd to Buver during the Delivery Month.

Section 9.2 Pavment

Subiec: to the provisicns of Secticon 9.7 hersef, Buver 137225 (0 pav Seller in
imrmediateiv availacie funds the amount invoiced uncer Seczion 9.1 hereof at Seller’s address,
s designated n Article XVTII her=of, on cr before the rwearv-{ifth (23¢h) Dav of the Month in
waied such diiling tnveics is presented o Buver. [f presenwaion of an invoics to Buver cczurs
aiter the {ifrezath (13th) Day of a Month, then the pavment date shall be postponed by a pericd
2zual 0 the numeer of Days 2lapsed tecwesa the fiftesath (13th) Day of the Month acd the Dav
on ¥#wel he invoice was acmuaily recsived by Buver,
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Section .3 Audit Righis

Each Party shall have the right at reasonabie hours and upon reasonable notice
to examine, 0a any Business Day on which either Party is opea for business, the books, records
and charts of the other Party refating to the previous tweaty-four (24)month period to the extent
necessary to venfy the accuracy of any swatement, chart or computation made under or pursuant
o the provisions of this Agresment.

Section 9.4 Secunicv

No later than thirty Days before the Initial Delivery Date, Buyver shall provide
Seller a letter of credit as security for Buver's payments to Seller for Gas delivered and sold to
Buyer hereunder. The value of the lezer of credit shall be equal to 35 days muldplied by the
MDQ and multplied by the price specified in Section 8.1 and applicable to that first Agresment
Year. A pew leqer of credit shall be provided on the first Day of each subseguent Agrsement
Year, at an increased amount equal to S5 days muitiplied by the MDQ acd multiplied by the
price specified in Section 8.1 and applicable to such Agresment Year, Upon receipt of each new
lezer of credit under this Seczion 9.4, Seller shall return the preceding lexer of credit to Buver.
Each lemer of credic shall be irrevocable, payable to Seller upon demand, and drawn on a bank
reasonably satisfactery to Seller. In the event that any lemer of credit provided under this
Seztion 9.4 and held by Seller is not replacad at least ten (10) Days prior to the expiration date
of such lezter of cradit. then Seller may draw on such lemer of credit and shall placs such funds
inM0 an escrow account. held by a bank reasonably accspuble o Buver, to utiizs in the placs
of the replacement lemter of credic uneil the replacement temter of credit is provided by Buyer, at
whicl time the amount in the escrow aczount shall be refunded to Buyer: provided, further, that
no later an sixty (60) Days prior to the Initial Delivery Date Seller and Buver shall esublish
1N 25CTOW account on terms mumually accepable o both Buver and Seller.

Section 9.3 Intezest on Late Pavments

Should Buyer fail to pay the amount of any invoice whea due pursuant 1o
Seziion 9.2 or should Seller fail 1o pay the amount of any invoics when due pursuant to Se<tion
5.1(b). intarest at the Interss: Rate shall aczrue on the unpaid portion ot the invoice calculated
ind compoundad menthly from the date payment was dus until pavment is made: provided,
qowever, that Seller and Buyver shail use their test efiorts o resolve any Jdisgute regarding the
amouat of any invoics within thirzy (30) Days afier notics from one Party o ihe other Party that
;i disgutes the amount of any invoics; provided. further, thac if the resolution of such 1 dispute
reguires one Party to refund anv amount previously paid to it by the other Party, thea such
recund snafl include intesest at the Intarsst Rate on such amount from the 2ate such amount was
or:ginallv paid until such ameunt is refunded.

Seczion 9.6 Faiture to Pav

Saculd Buver fail to pav the undisputed amecunt of anv iavoice wned due
serzunder, Seller siail give 3uver {ive Business Davs prior wrinea nctics of such aon-zavmet
arnd Seller’s inteaton (o susgend Gelivesies acd draw on the leqter of credit provided uncer
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Section 9.4. If Buyer does not make such payment prior 0 tke sxpiration of such five Business
Days, thea Seller may, in its sole discretion, draw on the leqer of credit provided under Section
9.4 for the amount of such undisputed payment and/or suspend deliveries of Gas hersunder.
Upon payment of the undisputed amount or, in the case of a draw on the letter of credit by
Seller, reinstatement of the letter of credit to its original amount, Seller shall immediately
resume deliveries of Gas to Buyer hereunder. In the evear of such a suspension by Seller, Buyer
shall' remain responsible for payments due for the GIC.

Section 9.7 Corrections of Errorsg

In the event either Party determines that there is an error in the amount billed
in any invoice rendered by Seller, the error shall be adjusted within thirty (30) Days of a final
determination of whether an error has occurred; provided, however, any claim therefor shall
have besa made within sixty (60) Days from the Day the error was decermined. If the error
resulted in an overcharge and the invoice has been paid, Seller shall refund the amount of the
overcharge with interest at the Interest Rate from the Day the overcharge was paid until the date
of the refund to Buyer.

Section 9.8 Non-Business Davs &

[f the payment date under this Article IX falls on a Day thar is not a Business
Day. then the payment date shali be the nearest Business Day prior to the date that the payment
is otherwise due. :

ARTICLE X
POTNT OF DELTVERY

Seczion 10.1 Paint of Deliver

The Point of Delivery for the Quantiry of Gas 0 be sold and de!ivered by Seiler
nereunder for purchase and recsiot by Buver or for Buver's aczount shail be the NOVA
[nventory Transter: provided. however, that Seller may itom time (o time deliver Quantities of
Cas from Saskacchewan direz:ly into TramsCanada’s facilities provided that (i) TransCanada
allows Seller 0 inwroduce such supplies of Gas into TransCanada’s facilities downstream of the
Pone of Delivery hereunder and (ii) ucilization of such Gas supplies bv Seller dees not increase

- the cosis incurred by Buyer for purchase and wansporiaticn of any quantities of Gas to Buver's

Faciliry,

ISSILNT/TILIINI0LLICLIACASR - LIS TARA L L 4RISLILL L

-18-




ARTICLE X1
DELIVERY PRESSURE

Section 11.1  Deljverv Pressure

The Quantity of Gas sold, delivered or caused to be delivered by Seller to Buyer
at the Point of Delivery shall be at the pressure required by NOVA, as set forth by NOVA in
its effective gas tariff, as amended or modified from time to time and as approved by the AEUB.

ARTICLE XOO
QUALITY

Section 12.1  Qualjv

The qualiry of the Quantity of Gas deliversd under this Agreement shall mest
or excesd the minimum qualiry specifications established by NOVA in its effective gas wariff,
as amended or modified from time to time and as aporoved by the AEUB.

Section 12.2  Non-Conforming Gas =

Buyer shall not be obligated to recsive and purchase Gas hersunder thart fails
to conform to the specifications set out in this Aricle XII; provided, however, should Buyer
accept delivesies of any such Gas, Buyer shall nevertheless pay Seller for such Gas recsived and
accepred at the price pavaoie pursuant to Article VIIT,

ARTICLE XIO
MEASTREMENT QF GAS

Section 13.1 Unit of Measurs

Thae unit of measure for the Quantity of Gas recsived by or delivered to Buyver
at the Poinc of Delivery shall be one GJ. CI's delivered to Buver at the Point of Delivery as
spezified in Secion 10.1 hersof shall be detzrmined by multiplying the applicable Yolume of
Cas sold, deiivered or caused 0 be deliversd (0 Buver by the applicable Heating Value of Cas.

Section 13.2  Merwes

Meter(s) and other related 2cuipment and facilities installed and maintained by
NOVA ar the Raczipt Point and ac the Point of Delivery shall be the exclusive mezhod and
means ot determining the Quantity of Cas, the Volume of Gas and the Heating Value of Gas

scld, deiiversd or caused to te deliversd (o Buyer under this Agre=meat.

Seczion 13.3 R2adirg arnd Ta2siipg
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Reading, esting, calibration and adjuszmeat of any NOVA mezes(s) and ~eiated
measuremeat equipment shall be performed according 10 NOVA's effective gas anif, as
amended or modified from time to time and as approved by the AEUB.

Section 13.4  Merer Records

Each Party shall cooperate and endeavor t0 obtain and make available to the
other Party the charts and records relating to NOVA meters and other related equipment to the
extent that such charts and records pertain to the Quantity of Gas delivered under this Agresment
to Buyer.

ARTICLE XIV
PQOSSESSTION, TITLE AND WARRANTY

Section 14.1  Possession and Title

Possession of and tie to Gas sold by Seller to Buyer hereunder shall pass from
Selles to Buyer at the Point of Delivery. As becwesn Seller and Buyer. until the Gas reaches
the Point of Delivery, Seller shall be desmed to be in exclusive control and possession and bave
ttle to the Gas and be responsible for any loss, damage or injury caused thereby for such Gas,
ard shall indemnify Buyer and save it harmless from all suits, actions, debts, accounts, damages,
costs, losses and expeases arising from or out of adverse claims of anv or all persons relating
to the Gas or (o taxes. licznse fess or charges therein, that are applicable at or before the ticle
to the Gas passes to Buver. As berwesn Seller and Buver, upoa delivery of Gas at the Point of
Delivery, Buyer shall be desmed to te in exclusive conmol and possession of and have ude (o
the Gas and be resporsiole for any loss. damage or injurv caused thereby for such Gas, and shall
incemniry Seller and save it harmless from ail suits, actions, debts, accouns, damagses. costs,
losses and expenses arising from or out of adverse claims of any or all persons relating o the
Gas or to taxes, license fess or charzes thersin, that are applicabie after the title to the Gas
passes 1o Buver.

Section 14.2  Warmngv

Setler warrants thar ar the time of delivery Se!ler shall have 700d title 10 all g3s
sold and delivered to Buver under this Agresment ites and clear of all lieas. encumorances and
ciaums whatsoever and thar Seller shall indemnify Buver and save it harmless frem ail suits,
aciens. dedes. accounts. damages, costs. losses and <xgenses arising from or out of adverse
c:aims of any or all persons relating o the Gas or to rovalties. taxss. license fess or charges
thersen. that are apelicabie before the title o the Gas passes o Suver.
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ARTICLE XV
FORCE MAJEURE

Section 15.1  Burden of Proof

In the event that the Parties are unable in good faith t0 agres that an Evenr of
Force Majeure has occurred, the Pardes shall submit the dispute for resolution pursuan: to
Arucle XX hereof; provided, however, the burden of proof as to whether an Event of Forcs
Majeure has occurred shall be upon the Party claiming an Event of Force Majeure.

Section 15.2  Event of Force Majeure

If either Party is readered wholly or partally unable to pezform its obligations
under this Agresment because of an Event of Force Majeure that Party shall be excused from
whatever performance is affected by the Event of Force Majeure to the exteat so affecied:
provided, however:

(a) the non-performing Party, as soon as reasonably practicable after learning
of the occurrence of the inabiliry to perform due to an Evext of Forcs Majeure, provides written
notice to the other Party giving the particulars of the occurreacs, including an estimation of its
expected curation and probable impac: on the performance of its obligations under this
Agrezment, and continues to furtush timely regular reports with respect thers:o during the Event
of Force Majeure;

(b) the non-performing Party shall exarcise all reasonanle effors to coatinue
to seriorm its obligations under this Agresment and 0 remedy expeditiously its inability to so
seriorm;

(c) the noa-periorming Party shall provide the other Partv with prompt
acuiication of the csssation of the Evear of Forcs Majeure giving rise to the excuse from

pemormancs; and

(d) no obligation of either Party that arose prior to the oczurrencs of the Evear
of Force Majeurs shall be excused as a result of the gczurrence.

Section 15.3  Semlement of Strikas. Locikouts. or Other Labour Discute

Nothing in this Aricle XV shall require the seclement of any swiks, walkout,
leckcut or other labour dispute on terms that, in the sole judgament of the Party involved in the
dispute, are conmary (o that Party’s intesest. It is undersiood and agresd that the sentlement of
simkes. watkouts, lockouts, or other labour disgutes shall be entirely within the discretion of the
Party having the difficulry.
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Section 13.4 Forcs Majeure Curmaiiment

(2) In the eveat that, as a result of an Evenc of Force Majeure, Seller is
rendered unable oa any Day, wholly or in part, to sell and deliver the quantity of natural gas
that Seller’s customers have requested for such day, then Seller shall curtail deliveries to such
customers (including Buyer hereunder) in the following order of priority:

(1) first, under namural gas sales contracts on a non-firm Basis;

(i1) second, under nmatural gas sales conmacts on a Firm Basis, including this
Agreement; provided, however, to the extent that Seller is required by such Eveat of Forcs
Majeure to curtail deliveries under nawral gas sales conmacts on a Firm Basis, such deliveries
snall be curuailed on a pro rata basis in the proportion of the MDQ under this Agresment to the
MDQ (or its equivalenr) under all of Seller’s narural gas sales contacts of a similar pature,
ualess required to the conwary by any law, regulation, or prior contractual commitmexnt.

(®) In the event thar, as a result of an Eveat of Force Majeure, Buyer is
rencered unable on any Day, wholly or in part, to accspt at the Point of Delivery and transport
(2 and use at the Buyer’s Faciliry the Quantity of Gas that Buyer is obligated to purchase from
Seller for such day, then Buyer shall curtail purchases from all suppliers at tte Point of Delivery
(ircluding Buyer hereunder) in the following order of priority:

(1) first, under natural gas sales contracts on a non-firm Basis;

(i) second, under natural gas sales contracis on a Firm Basis, including this
Agresment; provided, however, to the exiear that Buyer is required by such Eveat of Forcs
Majeure to curtail purchases under natural gas purchase coneracis oa a Firm Basis, such
purchases shail be curailed cn a pro raw basis in the proportion of the MDQ ucder this
Azrezment o the MDQ (or its equivalent) under all of Buver's narural gas purchase contracss
of 1 similar nacure, unless reguired to the conuary by any law, rezulation. or prior conmecmual
ccmmignent.

Section 13.5  Imrossibilitv of Performance due 10 an Event of Forcs Maieure

In the evenrt that any Event of Forcs Majeurs preveats Seller from delivering
cc Buver from accegting any Gas urder this Agrssment for more than twelve (12) consezutive
Months and such Event of Force Majeure is expeczed to remain effective for the remaining Term

- of this Agresment, the Party not expenencing the Evenr of Forcs Majeurs may ecminate this

Agrezment without continuing liabiiicy by either Party to the other Party upon sixty (60) Day's
writiea gotice o the other Party: provided. however, that such termination shall oot be effective
\f, during such sixty (60) Day peciod, such Evenr of Forcs Majeure is remedied or the noon-
feriorming Party otherwise resumes performancs of its opligations that were preveared by suca
E-eat of Force Majeurs.
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ARTICLE XVI
LAWS AND REGULATQRY BODIES

Section 16.1  Laws and Regulatorv Bodies

This Agreement and the rights and obligations of the Parties hereunder are
subject to all applicable present and future laws, rules, regulations, acts, restraints, and orders
of any regulatory or legisladve body or other duly constrted authority having jurisdiction over
Seller or Buyer.

ARTICLE XVOI
TRANSFER AND ASSIGNMENT

Section 17.1 Assi en

(3) Exceptas specified in Sub-section 17.1(b), (c), (d) or (e) hereof, the nights
and obligations of the Parties to this Agrezment may not be assigned by either Party excspt upon
the express wrinten consent of the other Party, which consent shall not be unreasonably withheld.
In the event such an assignment is made and conseated to, the assigning Party shall be releastd
ard discharged from all obligations to the other Party hersunder thereafter arising, and such
assignes shail be substituted in place of the assigning Party herein.

(b) Either Party shall have the right, without the conseat of the other Party,
bur uron ootice o the other Party, to assign this Agresme=at to anv entity owned by, under
common ownership with, or owning the assigning Party, or, in the case of Buyer, 10 a
parzersiup or other earity orzanized for the purpose of developing, consaucting, owning and
operaung Buver's Faciliry, and in which Buyer or an affiliate of Buver holds an equity interest.
Upon such assignment, the Party assigning will not be released from any obligation or Hability
arising or accruing under this Agresment without the wrinten consent of the other Party. Such
consent saall not be unreasonably withheld.

(c) Buyer shall also have the right, without Seller’s consent, to assign all of
its rights and interest (but not its obligations) undes this Agresment to the Financing Partes as
sezunity for Buyer's obligadons under the Financing Documeats. Setler ackaowledges that upon
an Eveat of Default by Buyer under the Financing documeants, any of the Financing Parties may

-(but shall not be obligated to) assurme, or cause its designes or a new lesses or purchaser of

Buyer's Facility to 2ssume, ail of the intec=sts, rights and obligations of Buyer arising under this
Agrezment, If the rights and interesis of Buver in this Agresmeat shall be assumed, sold or
wansieTed as hereinbefors provided, Buyer shall be released and discharged from, and the
assuming Party shall agres in writing to be bound by and to assume, the terms and conditions
of this Agreement and any and all obligations to Se'ler arising or acsruing hereunder (whether
telore or after the date of such assumption) and Setler shall continue this Agresmeat with the
assurning Party as if such person had thereafter besa named as Buver ucnder this Agresmeat.
Notwithstanding any such assumption by any of the Financing Parties or a designes thereof, or
accer 2 geaenal assignment, Buver shall oot be released and discharged from and shall remain
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liable for any ard all obligations to Seller arising or accruing bereunder prior to such assumption
unless and undl such obligations to Seller are performed by the Buyer, the Financing Parties,
a designee of the Financing Parties, or the assignee under a general assignmeant.

(d) The provisions of Section 19.2 hereof and this Section 17.1 are for the
beaefit of the Financing Parties as well as the Parties hereto, and shall be enforceable by each.
Seller hereby agrees that none of the Financing Parties, or any bondholder or participant for
whom they may act, shall be obligated tw perform any obligation or be deemed to incur any
liability or obligation provided herein on the part of Buyer or shall have any obligation or
liability to Seller with respect to this Agresment, except as provided in Section 19.2 hereof and
this Secton 17.1.

ARTICLE XVIO
NOTICE

Secdon 18.1  Notics

Except as provided in Paragraph 4.1(a)(ii) hereof, every notice, statement, bill
or nomination provided for in this Agresment shall be in writing directed to the Party to wibm
given, made or delivered at such Party’s address as follows (or as otherwise directed in writing
Dy such Party):

SELLER: Rio Alto Exploration Lid.
1600, 111 - 5th Avenue S.W.
Calgary, Albera

T2P 5Y6
Arteadon:
Telephoze:  (405)
Fax: (+03)

BUYER:  Androscoggin Energy LLC
Suite 170, 630 Dunde= RD
Norhbrook, [ USA 60062

Aeauon:
Telephone:  (847) 539-9800
Fax: (3+7) 559-1805

FINANCING PARTIES:

As Buyer may specify from time to time
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Eitber Party may change its address from time (0 tme by giving writea notics of such change
to the other Party. Any notice, communications, nomination, or statement or other document
given or delivered under this Agresment by mail shall be deemed received by the addressee at
the end of the third Business Day after the date of mailing by prepaid registered or certified mail
in the United States or Canada; provided, however, at any time when there is a smrike affecting
delivery of United States or Canadian mail, all such deliveries shall be made by hand, overnight
courier or by telecopier. If any such notice, communication, nomination, statement, or other
document is delivered by hand, overnight courier or by telecopier to the addresses, it shall be
decmed to have been reczived by the addresses as soon as such delivery or transmission has

been effected.

ARTICLE XIX
FAU ND [EDIE

Section 19.1  Definition

(2} An Event of Default under this Agresment shall be desmed to exist upon
the occurrence of any one or more of the following events: y
(1) Failure by either Party to make payment of anv amounts due to the
other Party under this Agresment, and that failure coatinues for a
penied of thirty (50) Days after such paymeat is due; or

(i1) Failure by either Party to perform fully any other material
provision of this Agresmeat, including, without limitadon, Seller’s
obligations under Article V hereof, and (a) such failure continues
{or a period of thirty (30) Days after wricten notice of such non-
performancs from the other Party or (b) if within such thirty (30)
Day period the non-performing Party commeacss and procsads
with due diligencs to cure the failure and failure is not cured
within one hundred eighcy (130) Days or such longer period of
time agre=d (o by the Pardes in writing as being necsssary for the
Party to cure the failure wich all due diligezce; or

(iii) If by order of a court of competent jurisdiction, a recsiver or
liquidator or wustes of either Party or of any of the property of
either Party shall be appointed, and such recsiver or liquidator or
tusies shail cot have besa discharged within a peniod of sixty (60)
Days; or if by decres of such a court, either Party shall be
adjudicated bankrupt or insolveat or any subswindal part of the
propexty of such Party shall have besa seguestered, or such decres
shall have continued undischarged and unswuyed for a peried of
sixty (60) Days after the eary thereof; or if a peritdon to declare
bankruptcy or to rearganize sither Party pursuant to the provisions
of any applicable backzuptcy law, or pursuant (0 any other similar
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law applicable to such Party, shall e filed against such Party and
sball not be dismissed within sixzy (60) Days after such filing; or

(iv)  If either Party shall file a voluntary petition in bankruptcy under
any provision of any applicable bankrupicy law or shall consent to
the filing of any bankruptcy or reorganization pettion against it
under any similar law; or, withour limitation of the generality of
the foregoing, if either Party shall file a pedtion or answer or
consenr sezidng relief or assisting in seeking relief in a procesding
under any bankruptcy law, or pursuanr 10 any other similar law
applicable to such Party, or an answer admitting the materiai
allegations of a petition filed against it in such a proceading; or if
either Party shall make an assignment for the benefit of is
creditors; or if either Party shall consent to the appointment of a
recsiver Or receivers, or trustes or Tustess, or liquidator or
liquidators of it or of all or of any part of its property; or

(b) Subject to the limitation in Section 19.3, in the event of an Event of
Default, the non-defauiting Party mayv procsed to exercise any remedy provided under this
Agresment or existing at law or in equity. If one Party believes in good faith that no Evemt of
Default has occurred, and prompdy informs the Party asserting the existence of the Eveat of
Default of this belief, thea the Parties shall emter negotiations in an attempt to resolve the
dispute; provided, however, if either Party believes in good faith that nezotated resoluton to
the dispute is unlikely, thea the Party mayv procs=d (o exercise any and all remedies available
under this Agresment or existing at law or in equicy.

Section 19.2  Ramedies for Braach

Subject to the limitations in Section 19.3, during any Event of Default, the Party
not in default shail have the right:

(3) o terminate this Agresment upon tea (10) Davs wrinea notice to the
defaulting Party provided however that Seller has no right (o terminate this Agresment on
account of an Event of Default on the part of Buyer so long as Buyer makes pavmeat of sums
cue 1o Seller under this Agresment: or

(b) rnorwithsuanding Section 19.3, with resgec: to non-pavmear by Buyer of
undisputed sums due Seller, Seiler may elec: to suspend deliveries five (5) Davs after the date
¢n which notice of non-paymezt was given to Buyer pursuant to Sezzion 9.6; provided, however,
that 2 draw by Seller on the lexer of credit provided by Buyer pursuant to Section 9.4 shall oot
be considered as payment of sums due for purposes of this Aricte XIX unless and untl such
leter of credit has besa reinstated to its original amount in effe: prior to the draw by Seller.
Supject 10 the limitations in Section 19.3, Seller thereafter has the right to terminate this
Agresmeat upon ten (10) Days wrinea notics to Buyer pursuant 1o Seczion 19.2(a) unless Buyer
has comme=csd and is proceading with due diligeacs to remedy the Event of Default in such tea
(10) Day pecicd and such Eveat of Derault is remedied within nirecy (50) Days thereafier; or
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(¢) 10 pursue any other remedy provided ucder this Agresmest, Of 20w oOr
- hereafier existing at law or in equity or otherwise.

..' Section 19.3  Limitation

Notwithstanding Sections 19.1 and 19.2 and any other provision of this

Agresment, if an Event of Default occurs as described in Sub-section 19.1 (a)(ii) from a failure

to deliver by Seller under Artcle I or IV or a failure of warranty of adequate gas supply under

® _ Artcle V, then Buyer shall have the right to terminate this Agreement upon ten (10) Days

written pouice to Seller as described in Sub-secton 19.2(a). If Buyer elects to 5o terminate this

Agresment, Seller shall be released from all obligations and Labilities under this Agreement

arising after the date of such termination (including without limitadon Buyer's remedy of Cover

Gas under Sub-secdon 3.1(b)); provided, however, that any and all obligations and liabilites

® arising prior to such termination shall not be released. In the case of an Event of Default by

Buyer, Seiler shall provide the Financing Parties with notics of such Event of Default at the

same tme such notics is provided to Buyer and the Financing Parties shall have the right (but

not the obligation) for ninecy (90) Days after such notce to cure the Event of Default on behalf

of Buyer or assume or cause its designes or cause a lesses or purchaser of Buyer's Facility to

assume, zll of the rights and obligations of Buyer under this Agresment arising before and after

the date of such assumpdon. In the case of an Event of Default by Buyer and Seller electsto

pursue a remedy available under Sections 19.1(b) or 19.2(c), the measure of damages for which

Seller may sesk recovery from Buyer is agresd to be the GIC multiplied times an appropriate

quantity of gas that is effected by the Event of Default, which shall not excesd the MAQ

' ) multiplied times the Agresment Years (prorated for any partal Agresment Year) remaining in
‘; the Term of this Agresmeat.

Section 19.4  Financine Pardes

In the evear that any of the Financing Parties or its designes assumes that
Agreament in accordancs with Secton 19.3 hersof:

(3) Buyer saall remain liable for any and all obiigations to Seller arising or
acsruwng hersunder prior o such assumption. Buver shail be released and discharged from any
ocligations (o Seller arising or accruing hereunder from and after the cate of such assumption;

() Seller shall continue this Agresment with any of the Financing Pariies or
its designes, as the case may be, substrured in the piacs of Buyer hersunder; and

° (¢) If the assuming Party is any of the Financing Parties, such Party shall be

liable to Seller for the perTormance of any and ail obligations to Seller under this Agresmeat,
whether arising prior 0 or afier the date of such assumption.
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ARTICLE XX
ARBITRATION

Section 20,1 itrati

Notwithstanding any other provisions of this Agreement, any controversy arising
out of this Agreement may be submined to Arbitration by either Party. Any Arbitration
conducted hereunder shall be conducted in accordance with the rules of the British Columbia
International Commercial Arbigation Ceatre (the "BCICAC") except as such BCICAC rules may
be modified by the provisions of this Article XX and such Arbitration procesdings shall be
conducted in accordance with the provisions of this Artcle XX.

(a) Any Parry hereto (the "Initating Party”) may commence Arbitration
procezdings by serving Notics on the other party hereto (the "Receiving Party*), which Notics
shall conrain the name of one Arbitrator who would either function as a single Arbitrator, if the
Receiving Party consents, or as one of a panel of three Arbitrators if the Recsiving Party does

0ot so copsent. Within 14 Days after receipt of such Nodce, the Recsiving Party shall serve
Notice on the Initiating Party, which Notcs shall contain either a consent to the Initiating Party's
Arbitrator functioning as a single Arbicrator or the name of a second Arbitrator to function as
a member of an Arbiration Board. <

(b) If the Receiving Party fails either to consent 10 a sing'e Arbimator or 0
name a second Arbitrator, then the Inidatng Party's Arbimator shall functon as a single
Arbigator. If both Parties appoint their own Arbitrator, the two Arbitrators so appointed shall
name a third Arbitrator or, if they fail to do so within 14 Days of the second Arbitrator’s
appoinmment, the Parties shall prompdy mess and shall anempt to agres upon and to appoint such
third Arbitrator. [f the Pardes are unable to agres within such 14 Day period on the choice of
a dhird Arbitrator then, upon request by either Party, the third Arbitrator shall be appointed by
the BCICAC.

(¢) The single Arbimator (the "Arbiwator®) or the thres Arbitators (the
"Board") appointed hereunder shall be generally knowledgeable in the area of gas production,

~ tansportation, marketing and distribution and in the area of developmeat, construction and

operation of gas-fired, elecic power geaeration facilities, and shail be qualified by educaton
or experieacs to deside the particular manters in dispute, and shall not be employess or ageats
of or otherwise have any interes: in either Party or of any of their affiliates.

(d) All Arbiation procesdings shall be administered by the BCICAC in
aczordancs with its "Procedures for Cases”, and the rules governing in Arbitration procs=dings
shall be the "Rules for [nternational Commercial Arbitration and Conciliation Procssdings” in
the BCICAC, except where such rules are in conilict with the specific provisions of this Artcle
XX. in which case the latter shall be paramount and prevail. The placs of any Arbitration shail
be in Vancouver, Britsh Columbia.

(e) The Ardioator or the Board (or the majority thereor), as the case may be,
saail render a decision within 435 Days after an appointmeat of the Arbicracor or the third

98/32/97/732/0090)/0CQL/ACALT-LL/13RR 1 AP/6L01L.L




Arbicrator on the Board, as the case may be, subject to any reasonable dzlay due (o unforesesn
circumstances.  The decision of the Arbitrator, or the decision of the Board (or a majority
thereof), sball be made in writing and shall be final and binding upon the Parties, as to the
matters subminted 0 Arbitration, and the Parties shall abide by and comply with the decision.
The Parties shall execute, acknowledge and deliver all such documents or assurances as may be
necessary (0 implement the decision. The written decision of the Arbitrator or the Board (or a
majority thereof), as the case may be, may be issued with or without a written opinioa and shail
be issued expedidously; provided, bowever, that implementation of and compliance with the
decision sball not be delayed pending the issuance of a written opinion.

(f) If a decision is not rendered by the Arbiator or the Board (or a majority
thereof), as the case may be, within the period specified in Sub-Section 20.1 (e), either Party
hereto may serve Notice on the other Party requiring that at a new Arbimator or Arbitrators, as
the case may be, be appointed in accordance with the procedures set forth in this Article XX.

(8) Each Party shall bear the expense of prosecuting its own case and each Party
shall each pay the compensation and expenses of its named Arbiator when a Board is selected.
The compensation and expenses of an Arbitrator acting as the sole Arbitator or the third
Arbirator of any Board and all adminiswation costs of the Arbitration shall be paid in equal
poruons by the Parties. 4

(h) The failure of either Party hereto 0 participate in an Arbimation
procesding as scheduled by the Arbitrator or the Board, as the case may be, shall ot delay the
preceeding. If a Party fails to participate, the Arbitrator or the Board, as the case may be, shall
issue a decision as though the npouo-participating party were a participant in the Arbimation
proceeding and the decision shall be final and binding on such non-pamicipating Party, in
accordance with Section 20.1 (e).

() Excspt as berein otherwise expressly provided. in this Anicle XX, the
provisions of the International Commercial Arbimration Act (British Columbia), as ameaded from
time t0 time, and any successor legislation, shall apply (0 all Arbitration precea=dings conducred
pursuant to the provisions of this Article XX,

() Whenever there is an Arbitration procezding under this Article, operations
under this Agresment shall continue in the same manner as they wers conducied before the
Arbicration procsading is commencsd, without prejudics to either Party, peading a decision in

the Asditration procesding.

ARTICLE XXJ
MI LLANEOQUS PROVISTON

Section 21.1 arti

The headings used throughout this Agresment are inserted for referencs
purzoses only and are oot to be considered or takena into aczount in consouing the terms or
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provisions of any Article or Section hereof nor to be dezmed in any way to qualify, modify or
explain the effect of any such provisions or terms.

Section 21.2.  QOther Agreements

This Agresment constitutes the entire Agresment berween the Parties relaring
to the subject matter hereof and supersedes any other agresments, writen or oral, between the
Parties concerning such subject maner.

Section 21.3  Binding Effect

The terms and provisions of this Agresment, and the respective rights and
obligadons hereunder of Seller and Buyer, shall be binding upon, and mure to the benefit of,
their respective successors and permitted assigns.

Section 21.4 n-Waiver efa

No waiver by either Party of any default of the other Party under this
Agresment shall operate as a waiver of a future default whether of a like or different character.

Section 21.5 Wrgen Ameadme

No modifications of the terms and provisions of this Agresment shall be or
become efiective except by written ameadment executed by the Parties.

Section 21.6  Sevembilitv apd Regeneration

Should any provision of this Agresmeat for any reason be declared invalid or
uneaforcsable by final and unappealable order of any court or rezulatory body having
jurisdiczion, such decision shall not affect the validity of the remaining portions. and the
remaining portions shall remain in force and effect as if this Agreemenr had besn executed
without the invalid portion. In the event any provision of this Agre=meat is so declared invalid
or unenforcsable, the Parties shall prompdly reaegotiate in good faith ne'w provisions to eliminate
suca invalidity or unenforceability and to restore this Agresmeat as nearly as possible to its
original intear and effese.

- Section 21.7  Supvivgl
Any provision(s) of this Agresmenr thar expressly or by implication comes into
cr remains in forcs following the tezmination or expiration of this Agresment shail survive the

termination or expiraticn of this Agresment.

Section 21.8 - urafes
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The Parties shall execute such additional documents reasomably required
including, without limitation, a consent to assignment or similar documents, and shall cause such
additional action to be taken as may be required or, in the judgement of any party, may be
pecessary or desirable, to effect or evidence the provisions of this Agreement and the
transactions contemplated hereby.

Section 21.9  Limitation of Liabiljty

Notwithstanding anything else in this Agreement, neither Party, nor any of its
directors, trustees, agents, officers or employees will be liable whether in contract or tort to the
other Party, its directors, trustees, agents, officers or empioyees for incidental, specific, indirect
or consequential damages of any namure connected with or resulting from performance or breach
of this Agreement.

Section 21.10 vemi W

This Agreement shall be governed and interpreted in accordance with the laws
of the Province of Alberta.

4
IN WITNESS WHEREOF, intending to be legally bound, the Parties hereby
have caused this Agreement to be entered into by their duly authorized officers and arested to
by their respective secretaries, as of the Day and Year first above wrinen.

ATTEST: RIO AL'I;LEXPL%;{ATION LTD.
by:

title: (SP=———

ATTEST: ANDROSCOG;;IN ENERGY LLC

z :?7:'/

Al v L
\U | title: S e
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The Parties shall execute such additional documents reasonably required
including, without limitation, a consent to assignment or similar documents, and shall cause such
additonal action 10 be taken as may be required or, in the judgement of any party, may be
pecessary of desirable, to effect or evidence the provisions of this Agreement and the
transactions contemplated hereby.

Section 21.9  Limiration of Liability

Notwithstanding anything eise in this Agreement, neither Party, nor any of its
directors, trustees, agents, officers or employees will be liable whether in contract or tort to the
other Party, its directors, trustees, agents, officers or employees for incidenzal, specific, mdirect
or consequential damages of any namre connected with or resulting from performance or breach
of this Agreement.

Section 21.10 Governing Law

This Agreement shall be governed and interpreted in accordance with the laws
of the Province of Alberta. ‘

IN WITNESS WHEREOYF, intending to be legally bound, the Parties hereby
have caused this Agreement 10 be entered into by their duly authorized officers and antested to
by their respective secretaries, as of the Day and Year first above written.

RIO LORATION LTD.

by:
title: e =
e FREZIDENMT .
ANDROSCO EPNERGY LLC
by:
title:

0$/22/97/022/0490)/C0L/MGREE-2L/100R_ 1 WP/416110.1
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EXHIBIT B

OPINION OF COUNSEL FOR ANDROSCOGGIN ENERGY LLC




ReE1IDp & PrreEsT LLP

MARHET SQUARE
701 PENNSYLVANIA AVENUE, N.W.

WASHINGTON, D.C. 20004
. NEW YORK OFFICE TELEPHONE 202 508 4000 WASHINGTON OFFICE
40 WEST 537 STREET DIRECT DIAL NUNBER

- 21
NEW YORK, N. Y, 10019-4087 FAX 202 508-43

212 GO3-2000
FAX: 212 8603-2001

o October 30, 1997

Acting Deputy Assistant Secretary
Office of Fuels Programs -- Fossil Energy
U.S. Department of Energy

® Forrestal Building
1000 Independence Avenue, S.W.
Washington, D.C. 20585

Re:  Application of Androscoggin Energy LLC for
PY Authorization to Import Natural Gas from Canada

Dear Sir or Madame:

Pursuant to Section 590.202(c) of the Administrative Procedures for the Office of
Fossil Energy, 10 C.F.R. § 590.202(c), I am hereby providing the opinion of counsel
. relating to the corporate power of Androscoggin Energy LLC (“Androscoggin™) to import
Canadian natural gas.

I have reviewed the Operating Agreement of Androscoggin dated July 24, 1996, the
certificate of formation of a limited liability corporation filed for Androscoggin with the
® Secretary of State of Delaware on July 25, 1996, and a certificate of good standing for
Androscoggin issued by the Secretary of State of Delaware on October 28, 1997. Based on a
review of these documents, it is my opinion that Androscoggin is duly organized and validly
existing under the laws of the State of Delaware. Furthermore, it is my opinion that
Androscoggin is not precluded by such documents from importing natural gas.

Respectfully submitted,
Phillip G, Lookadoo

. ) Tt

t{orney
- Androscoggin Energy LI.C




UNITED STATES OF AMERICA
. DEPARTMENT OF ENERGY

OFFICE OF FOSSIL ENERGY

ANDROSCOGGIN ENERGY LLC ) FE DOCKET NO. 97-94-NG

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

DOE/FE ORDER NO. _1352 .

JANUARY 14, 1998

VAN

EEP




I. DESCRIPTION OF REQUEST

On October 30, 1997, Androscoggin Enerqgy LLC (Androscoggin)
filed an application with the Office of Fossil Energy of the
Department of Energy (DOE), under section 3 of the Natural Gas
Act (NGA)Y and DOE Delegation Order Nos. 0204-111 and 0204-127,
requestiné authorization to import from Canada an aggregate
volume of 160.1 billion cubic feet (Bcf) of natural gas (43,863
thousand cubic feet (Mcf) per day), over ten years from the date
of initial deliveries under five gas supply contracts. Initial
deliveries are expected to begin no earlier then November 1,
1998, upon completion of construction of relaEed facilities.
Androscoggin is a limited liability Delaware corporation with its
principal place of business in Northbrook, Illinois.

Androscoggin intends to use the requested volumes to fuel
its proposed 150 MW cogeneration facility to be constructed
adjacent to International Paper Company's (International Paper)
Androscoggin mill near Jay, Maine.. The steam and the electricity
produced by the cogeneration facility will be sold to
International Paper. The applicant states that the electricity
produced in excess of International Paper’'s needs will be sold to
the New England Power Pool, or other wholesale purchasers. 1In
additién, any natural gas imported by Androscoggin on any given
day that exceeds the fuel requirements of its cogeneration
facility, such gas will be sold to third parties.

Androscoggin will take delivery of the gas at various points

on the pipeline facilities owned by NOVA Gas Transmission Ltd.

l/ 15 U.8.C. § 717b.
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(NOVA). NOVA will transport the gas to an interconnection with
the pipeline facilities of TransCanada PipeLines Limited
(TransCanada) near Empress, Alberta. TransCanada will then
transport the gas from Alberta to the United States-Canada border
near East‘Hereford, Quebec ahd Pittsburg, New Hampshire at an
interconnection of certain pipeline facilities proposed to be
constructed in Canada by TransQuebec and Maritimes Pipeline,
Inc., an affiliate of TransCanada, and proposed to be constructed
in the United States by Portland Natural Gas Transmission System
Limited (PNGTS). From the United States-Canada border; PNGTS
will deliver the gas to Androscoggin.

Androscoggin submitted with its application five supply
contracts with following gas producers: AltaGas Services Inc.
(AltaGas) (executed April 22, 1997); Beau Canada Exploration Ltd.
(Beau Canada) (executed January 27, 1997, as amended June 30,
1997); Producers Marketing Ltd. (Producers) (executed
February 12, 1997); Renaissance Energy Ltd. (Renaissance)
(executed March 11, 1997); and Rio Alto Exploration Ltd. (Rio
Alto) (executed May 24, 1997). All but the Renalssance contract
contain similar pricing provisions establishing annual commodity
prices, subject to adjustment every year in accordance with an
established schedule of price increases. The Renaissance gas
purchase agreement contains a netback pricing arrangement whereby
the monthly price will be determined by using public market price

information at the point of import, or alternatively, published
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price information at the Waddington, N.Y. import point if gas
price data is not available at the Pittsburg, N.H. entry point.

II. FINDING

The application filed by Androscoggin 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 (Pub. L. 102-486).
Under section 3(c), the importation of natural gas from a nation
with which there is in effect a free trade agreement requiring
national treatment for trade in natural gas is deemed to be
consistent with the public interest and must be granted without
modification or delay. The authorization sought by Androscoggin
to import natural gas from Canada, a nation with which a free
trade agreement is in effect, meets the section 3(c¢) criterion
and, therefore, is consistent with the public interest.

ORDER

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

A. Androscoggin Energy LLC (Androscoggin) is authorized to
import up to 16.01 billion cubic feet (Bcf) of natural gas per
year (43,863 thousand cubic feet (Mcf) per day) ffom Canada. The
term of the authorization is for a period of 10 years commencing
November 1, 1998, through October 31, 2008, or for 10 years after
the commencement of deliveries if deliveries begin after November
1, 1998. This gas may be imported from Canada at the proposed

interconnection of the TransQuebec and Maritimes Pipeline and the
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Portland Natural Gas Transmission System near Pittsburg, New
Hampshire. The gas shall be imported pursuant to the terms and
conditions of five ‘gas purchase agreement with AltaGaé Services
Inc. (executed April 22, 1997); Beau canada Exploration Ltd.
(executed-January 27, 1997, as amended June 30, 1997); Producers
Marketing Ltd. (executed February 12, 1997); Renaissance Energy
Ltd. (executed March 11, 1997); Rio Alto Exploration Ltd.
(executed May 24, 1997).

B. Within two weeks after deliveries begin, Androscoggin
shall provide written notification to the Office of Natural Gas &
Petroleum Import and Export Activities of the date that the first
import of natural gas authorized in Ordering Paragraph A above
occurred.

C. With respect to the natural gas imports authorized by
this Order, Androscoggin shall file with the Office of Natural
Gas & Petroleum Import and E%port Activities, within 30 days
following each calendar quarter, a quarterly report indicating by
month the volumes and prices of natural gas imported pursuant to
this Order; If no imports have been made, a report of "no
activity" for that calendar quarter must be filed. If imports
have éccurred, Andréscoggin must report total monthly volumes in
Mcf and the average purchase price of gas in U.S. dollars per
MMBtu delivered at the international border (Pittsburg, N.H.).
The information for a particﬁlar month shall list separately the
volume and price under each of the gas purchase agreements

between Androscoggin and its five Canadian suppliers. The
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. monthly price information shall itemize separately the monthly
\demand and commodity charges, and, if applicable, any gas
inventory charges. '
For any imported volumes sold to third parties, Androscoggin
shall repért: (1) the name of the Purchaser(s); (2) the estimated
or actual duration of the agreement(s); (3) the name of the U.S.
transporter(s); (4) the geographic markets served (by state); and
(5) whether sales are being made on an interruptible or firm
basis.
D. The reporting requirements required by Ordering
Paragraphs B and C of this Order shall filed with the Officg of
Natural Gas & Petroleum Import and Export Activities, Fossil
Energy, Room 3F-056, FE-34, Forrestal Building, 1000 Independence
. Avenue, S.W., Washington, D.C., 20585.
E. The first quarterly report required by Ordering
Paragraph C of this Order is due not later than January 30, 1999,
and should cover the period of the fourth calendar quarter of

1998 (October 1, 1998, through December 31, 1998).

Issued in Washington, D.C. on January /Y, 1998.

o b

John W. Glynn

Manager, Natural Gas Regulations

Office of Natural Gas & Petroleum
Import and Export Activities

Office of Fossil Enerqy




DICKSTEIN SHAPIRO MORIN & OSHINSKY LLP

. 2101 L Serees NW » Washington, I 20037-1526 e e e e
Tel (202) 785-9700 « Fax (202) 887-0689 ot

September 24, 1999

wo s

AR NE]

M
i
' o
Ms. Larine Moore ,
R ! i
Oftice of Fuels Programs 5
-~ TR e “r~. I3
Fossil Energy <N
il -
. m

<

(S

U.S. Department of Encrgy
Forrestal Building

Docket Room 3F-056, FE-50
1000 Independence Avenue, S W.
Washington, D.C. 20585

Re:  Application for Amendment of Long-Term Authorization

to lmport Natural Gas from Canada, FE Docket No, %9

Dear Ms. Moore: Q?' Qf/’ /V[,)

. Please find enclosed for filing an original and fitteen (15) copics of the
Application of Androscoggin Energy LLC for Amendment of its Long-Term Authorization

to Import Natural Gas from Canada. Also enclosed is a check in the amount of $50.00 tor
the tiling fec.
Please date-stamp the enclosed sixteenth copy of the Application and return it to

us via our messcnger. Thank you ftor your assistance.

Very truly yours,

%7’( . MZ/

Joan M. Darby

Enclosures

1633234 v, MSBYO11 DOC 1177 Avenue of the Americas o 415t Floor « New York, New York 10036-2714
Tel (212) 835-1400 » Fax (212) 997-9880
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UNITED STATES OF AMERICA
BEFORE THE
DEPARTMENT OF ENERGY
OFFICE OF FOSSIL ENERGY

IN THE MATTER OF
FE Docket No. 99-
ANDROSCOGGIN ENERGY LLC

— e St et a®

APPLICATION OF ANDROSCOGGIN ENERGY LLC FOR
AMENDMENT OF ITS LONG-TERM AUTHORIZATION
TO IMPORT NATURAL GAS FROM CANADA
Pursuvant to Section 3 of the Narural Gas Act ("NGA"), 15 US.C. § 717b, the
regulations of the Department of Energy ("DOE"}), 10 C.F.R. § 590.201, et seq., and
DOE Delegation Order Nos. 0204-111 and 0204-127, Androscoggin Energy LLC
(“Androscoggin™) hereby applies to DOE's Office of Fossil Energy ("OFE") to amend its

authority to import natural gas from Canada.

On January 14, 1998, OFE issued DOE /FE Order No. 1352 granting
Androscoggin authonzation to import from Canada up to 43,863 Mct of natural gas per
day for a period of ten years commencing November 1, 1998, or the date deliveries
commence if atter November 1, 1998.' The natural gas is to be used as fuel at
Androscoggin’s congeneration facility near Jay, Maine. The authorized import point is the
interconnection of the TransQucbec and Maritimes Pipeline and the Portland Natural Gas
Transmission System (“PNGTS”) near Heretord, Quebec and Pittsburg, New Hampshire
(the “Import Point™). The authorized imports are pursuant to the terms and conditions of

identificd gas purchase agreements with five separate gas suppliers.

: Androscoggin Encrgy L1.C, 1 FE 4 71,515 (1998).
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Androscoggin now applies to amend its long-term authorization in two

respects. First, Androscoggin seeks authorization to import gas pursuant to the terms of its
new gas purchase agreement with Duke Encrgy Marketing Limited Partnership (“DEM™)
dated August 31, 1999 which replaces the cancelled gas purchase agreement between
Androscoggin and Rio Alto Exploration Ltd. (“Rio Alto”) dated May 24, 1997. Second,

Androscoggin secks additional import point flexibility.
In support of its applicaton, Androscoggin states the following:

L.

The cxact legal name of Androscoggin is Androscoggin Encrgy LLC.
Androscoggin is a limited liability corporation organized under the laws of the State of
Delaware, with its principal office located at 650 Dundee Road, Suite 350, Northbrook,
Illinois 60062. Androscoggin is the developer, owner and operator of a 150 megawartt
cogeneration facility located adjacent to the International Paper Company’s Androscoggin
Mill near Jay, Maine. As stated in the opinion of counsel attached hercto as Exhibit A, the

proposed natural gas importation is within the corporate powers of Androscoggin.

Communications regarding the application should be directed to:

Scott Ebner

Androscoggin Encrgy [.1.C
650 Dundce Road, Suite 350
Northbrook, Illinois 60062
(847) 559-9800 x342

FAX: (847) 559-1805

Beth 1. Webb

Joan M. Darby

Dickstein Shapiro Morin & Oshinsky LLP
2101 1. Street, N.-W,

Washington, DC 20037

(202) 785-9700

FAX: (202) 296-6216
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IT.

Androscoggin currently is authorized to import up to 43,863 Mcf per day
under the terms of five gas purchase agreements, including one with Rio Alto dated
May 24, 1997 (the “Rio Alto Contract™). Androscoggin has, however, cancelled its Rio
Alto Contract and entered into a replacement agreement with DEM dated August 31,
1999 (the “DEM Contract”). A copy of the DEM Contract is attached hereto as Exhibit
B. Androscoggin theretfore seeks an amendment of its long-term import authorization to
delete reterences to the Rio Alto Contract and to permit gas to be imported pursuant to

the terms of the DEM Contract.

The terms of this alternative gas supply arrangement differ in a few respects
relevant to the import authorization. First, the volume to be purchased from DEM is
10,000 MMBtu per day, the equivalent of 10,000 Mct per day; the Rio Alto volume was
11,500 GJ per day, the equivalent of 10,905 Mcf per day. Thus the volume has been
reduced shightly. Second, tﬁc term of the DEM Contract is a period of five years trom

November 1, 1999 instead of the ten-year term under the Rio Alto Contract.

III.

In the normal course Androscoggin will import its gas at the Import Point.
There likely will be occasions, however, when Androscoggin will be able to maximize the
benefits of its gas supply contracts by recciving all or part of its volumes at another point of
importation. For this reason, Androscoggin also seeks to amend its long-term import
authorization ro add import point flexibility tor all volumes purchased under any of the five
gas purchase agreements and imported under the authonzauon. For the sake of
administrative cfhciency, and to avoid repentive filings that would burden both
Androscoggin and OFE, Androscoggin seeks authority to import at any point on the
international border at which existing United States transportation facilities accessible o

3
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Androscoggin are located. Androscoggin will make all Canadian and U.S. transportation

arrangements for gas imported at any other authorized import point.

Iv.
Androscoggin will comply with all reporting requirements deemed necessary by
the Department of Energy, including filing inital notification within two weeks after the
commencement of deliveries and quarterly reports thereafter. The point of importation will

be listed in the quarterly reports filed with respect to Androscogein’s imports.
q y rep P BE P

V.

In authorizing Androscoggin’s importation of Canadian gas, the OFE has
alrcady concluded these import arrangements are consistent with the public interest. Sce
Order No. 1352.% Neither the substitution of the DEM Contract for the Rio Alto
Contract nor the addition of new import points should alter in any way the OFE’s
conclusion.

Section 3 of the Natural Gas Act provides that an import or export of natural gas
must be authorized unless there is a finding thar it "will not be consistent with the public
interest.” 15 U.S.C. § 717b(a) (1993). As amended by Section 201 of The Energy Policy
Act of 1992, P.1.. 102-486, 106 Stat. 2866 (1992), 15 U.S.C. § 717b(c) (1993), the
importation and cxportation of natural gas from and to "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. 15 U.S.C. § 717b(c). This amended authonzation, sought by

Androscoggin, is to import natural gas from Canada, a nation with which a free trade

2 1 FERCq 71,515 at 72,954.
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agreement is in effect. It therefore meets the new Section 3(¢) criterion, and should be

approved as consistent with the public interest.

WHEREFORE, Androscoggin respectfully requests amendment of its long-

term authorization as sct forth hereinabove.

Dated: September 24, 1999 Respectfully submitted,

By:

Beth L. Webb

Joan M. Darby

Dickstein Shapiro Morin
& Oshinsky [LI.P

2101 L Street, N.W,

Washington, DC 20037

(202) 785-9700

Attorneys for Androscoggin Energy LLC
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EXHIBIT A




Sachnoff & Weaver, Ltd.

Attorneys at Law
J Todd Arkebauer Marthew T. Gensburg  Michael A. LoValko . . Neid B. Posner effrcy A Sch | S SE
Frank D Ballanone  Jefirey T Galbert Lisa M. Madigan 30 South Wackes Drive Jonathan § Quinn Jm:rmu s«d‘:-mmﬂ J(:f}ﬁiﬁu :?;T;xl
Carey L Barell W. Robett Gobd Michael $ Mandell 29t Floor Manie R. Quinn (ufford). Shapiro Jules G. Cogan
Jack L Block Neil Greenbaum Stobhan McCambndge Chicago. lllinois Michad D). Richman  Duane E Sigelko Nathan H. Dardick
lA)“ld C Bohan Misty S. Gruber Frances Mechan GOO0G- 7484 Genia C Robinson Richard G. Smakey Lewis Manbow
Sharon M. Bucaine Andrew Hartman Steven A, Muller Brun D. Roche Susan 1) Snyder Leconard jay Schrager
Gary §. Caplan Seth M Hemming James §. Monague Tdephone Lance R. Rodgers Shetdon L Solow Ernest O Simon
Paul D Carman Ausen L Hinch Ines M. Monte £312)207-1000 James A Ruolfes Abraham J. Stern
H. Bran Cenmeno Michelke M. Jackson  John H Moore o Barry S. Rosen J. Samuel Tenenbaum
Stuart). Chanen Knson R James  John W Moynihan Facsimile Casolyn H. Rosenberg  Edward V. Walsh, ill
Melissa A. Coughln  Cynthua Jared Douglas R. Newkitk {312)207-6400 Marry B. Rosenbery Wilkam N Weavee Jr
Michael H. Crames Jonathan T. Kanun Rachelle M. Niedrwiecki wwwosachnoff com Elbs B. Rosenzweg Jeffrey B Whin
Charles E. Dobrusin Mare Kresestein Willlam A. O'Connor Robert A. Roth Sarah R. Wolff
Swn?rl Dolin Rochdle H Klaskin ~ Marthew J. O'Hara Lowell E. Sachnoff Richard K. Wray
William E. Doran Andrew Kornreich Arnold A. Pagniuccr Bina Sanghavi Mary Lou Zwick
Jodl S. Feldman Lisa). Krasberg Margaret M. Pasulka Joel R Schader
Hoselyn L Fnedman  Michael P Lee Matthew ). Peterzen Bradkey § Schmarak
Dand C. Fuechtman  Jeffrey L London Henry Pretrkowsks Chures P Schulman
LEAVE OF ABSENCE
Wriret's Direct Dual Number Edward ). Wong, Jr.
September 22, 1999
Officc of Fuels Programs

Fossil Energy
United States Department of Energy
Forrestal Building, Room 3F-056, FE-50

Washington, D.C.
Ladies and Gentlemen:

This opinion is furnished to you pursuant to Section 590.202(c) of the Department of
Encrgy Regulations, 10 C.F.R. § 590.202(c) and the Application of Androscoggin Energy LLC
(“Androscoggin Energy”) for Amendment of its Long-Term Authorization to Import Natural
Gas from Canada, dated September 1, 1999 (the “Application™).

We are counsel to Androscoggin Energy, and as such are familiar with the formation and
organization documents of Androscoggin Energy. In rendering our opinions cxpressed herein,
we have examined a form of the Application and examined and relied upon certificates of public
officials concerning the legal existence and good standing of Androscoggin Energy. In rendering
our opinions expressed herein, we have assumed without any investigation or independent
verification that the signatures of all persons signing all documents in connection with the
Application are genuine and authorized and that all documents submitted to us in form only
conform to authentic, original documents.

Based on the foregoing and for the purposes of the Application to the Office of Fossil
Energy, it is our opinion that Androscoggin Energy is a limited liability company validly existing
and in good standing under the laws of the State of Delaware and the proposed imports as
described in the Application are within the corporate powers of Androscoggin Energy.




Sachnoff & Weaver, Ltd.

Attorneys at Law

Office of Fuels Programs
September 22, 1999
Page 2

We are qualified to practice law in the State of Illinois and we express no opinion as to
laws other than the laws of the State of Illinois, the corporate {aw of the State of Delaware and
the laws of the United States of America.

This letter is furnished by us solely for your benefit in connection with the transactions
contemplated in the Application and may not be retied upon for any other purpose, quoted from
or delivered to any other person without our express prior written consent. This opinion speaks
only as of the date hereof and is limited to present statutes, laws and regulations and to the facts
as they currently ¢xist, and we have assumed no obligation to update or supplement this opinion.

SACHNOFF & WEAVER, LTD.

By: M%; %/W// %

JTA/ JAS

201656/0003/268196/Version #:.1
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MASTER NATURAL GAS SALES AND PURCHASE AGREEMENT

DUKE ENERGY MARKETING LIMITED PARTNERSHIP (“DEM"”), a partnership organized
under the laws of the Province of Alberta, Canada, and ANDROSCOGGIN ENERGY LLC (“AE"), a
Delaware limited liability company, both referred to as "Party" or "Parties", enter into this Master Natural
Gas Sales and Purchase Agreement.

ARTICLE | - PURPOSE AND SCOPE OF AGREEMENT

1.1 This Agreement shall serve as the "Master Agreement" to cover Transactions between
the Parties which shall be described more specifically by each Confirmation Notice, in the general form
attached as Exhibit "A." Under the terms of this Agreement, the role of each Party may change from
time to time as designated within each Confirmation Notice and that role may be in some Transactions
as Seller and in other Transactions as Buyer. The Parties agree that the Natural Gas Transaction
Confirmation Notice set forth in Exhibit A is the sole transaction to which the Parties have agreed upon
execution of this Agreement and the terms of that Transaction are those set forth in the Confirmation
Notice as modified or supplemented by the provisions of this Agreement.

1.2  The terms incorporated into this Master Agreement shall enable Buyer and Seller the
option to purchase and sell Gas as either (i} Interruptible Service, (ii) Firm Service, or (iii) EFP/ADP Sale
as defined herein. The Service Level between the Parties shall be designated within each Confirmation
Notice. Each Transaction shall be documented by a Confirmation Notice, which shall become part of
this Agreement. Both Parties recognize that any number of Confirmation Notices may be in effect and
operation at one time; and that each shall operate independently of one another unless specifically noted
within two or more Confirmation Notices.

ARTICLE Il - DEFINITIONS

Except as otherwise specified, the following terms as used herein shall be construed to have the
following scope and meaning:

21 “ADP” - shall mean alternative delivery procedures in accordance with the rules of the
Commodity Exchange.

2.2 “Affiliate” - shall mean, in relation to a Party, any entity controlled directly or indirectly by
the Party, an entity that controls directly or indirectly the Party, or any entity directly or indirectly under
common control with the Party. For this purpose, “control” of any entity or Party means ownership of a
majority of the voting power of the entity or Party.

23 "Agreement” - shall mean the legally binding relationship established by (i} the Master
Agreement, (ii) any oral agreements made in accordance with, and not intended to amend or modify, this
Master Agreement and (iii) the provisions contained in any effective Confirmation Notices.

2.4 "Business Day" - shall mean any Day other than Saturday, Sunday or other Day on
which banks are authorized to be closed in the State of Maine.

2.5 "Buyer” for purposes of the Confirmation Notice set forth in Exhibit A and as used
throughout this Agreement in connection therewith shall mean Androscoggin Energy LLC.

26 "Buyer's Facility” means the electric generation facility to be constructed by Buyer near

International Paper Company's facility located near the City of Jay, State of Maine.
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27 "Commodity Charge" - shall mean the portion of the Price which is attributable to the
quantity of Gas actually delivered and received.

2.8 “Commodity Exchange” - shall mean the New York Mercantile Exchange ("NYMEX"),
the Kansas City Board of Trade ("KCBOT") or any other commodity trading exchange which may be
established in the future, or any successor, as indicated on the applicable Confirmation Notices.

2.9 "Confirmation Notice" - shall mean a written notice from DEM to the receiving Party
confirming the verbal agreement entered into by the Parties with respect to a specific Transaction.

2.10 "Cover Standard" - if applicable, shall mean that if there is an unexcused failure to take
or deliver any quantity of Gas pursuant to this Agreement, then the non-defaulting Party shall use
commercially reasonable efforts to obtain Gas or No. 2 fuel oil (if the non-defaulting Party is the Buyer) ,
or sell Gas (if the non-defaulting Party is the Seller). In the case of the Buyer, this shall mean the lowest
price reasonably available at the Delivery Point, it being understood however, that Buyer's primary
consideration in purchasing replacement fuel will be to obtain delivery of same at Buyer's Facility when
needed, and, in the case of the Seller, at the highest price reasonably available.

2.11  “Day” - shall mean a period of twenty-four {24) consecutive hours.

2.12 "Delivery Period” - shall mean the period commencing on November 1, 1999, and
continuing in effect for the term set forth in Article XVIII.

2.13 "Delivery Point" - shall mean the interconnection between the pipeline facilities of
TransQuebec and Marntimes Pipeline, Inc., and Portland Natural Gas Transmission System at East
Hereford, Quebec, and, if Buyer exercises the option in Section 6.2, the interconnection between the
pipeline facilities of Nova Gas Transmission and TransCanada PipeLines Limited at Empress, Alberta, or
any other Delivery Point mutually acceptable. Title to the Gas shall transfer from Seller to Buyer at the
Delivery Points.

2.14 "Demand Charge" - shall mean the portion of the Price which is paid periodically
irrespective of whether any quantity of Gas is delivered or received.

2.15 “Dollars” - shall mean Canadian Dollars or U.S. Dollars as specified by the Confirmation
Notice. Unless otherwise specified in the Confirmation Notice, Dollars shall mean U.S. Dollars.

2.16 “East Hereford Price" shall mean the Dawn Monthly Index in effect for each month of
delivery plus $ U.S./MMBtu, or, if Buyer exercises the option set forth in Section 6.3 and elects a
daily pricing mechanism, the Dawn Daily Index in effect for each day plus $____ U.S /MMBtu, as
published by Gas Daily under the heading Monthly or Daily Contract Price, as may be applicable.

2.17 “EFP” - shall mean the exchange of a futures contract for, or in connection with, physical
delivery in accordance with the rules of the Commodity Exchange.

2.18 "Empress Price” shall mean the monthly price published by Canadian Gas Price
Reporter in effect for each month of delivery under the heading "Monthly Canadian and U.S. natural gas
price summary," under the subheading "Canadian Domestic Gas Prices," and under the additional
heading "Alberta Spot Price ~ Empress,” as listed in US$/MMBtu., plus US. § !/ MMBtu, or if Buyer
exercises the option set forth in Section 6.3 and elects a daily pricing mechanism, the price listed in
Canadian Gas Price Reporter under the heading "Canadian domestic gas price report”, under the table

2
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“Daily Spot Gas Price at AECO C & NOVA Inventory Transfer" as listed in US$/MMBtu, plus the
applicable NOVA transportation charges to Empress, plus U.S. $ / MMBtu.

219 “Financing Documents” means any and all loan agreements, notes, indentures,
security agreements, subordination agreements, mortgages, partnership agreements, subscription
agreements, participation agreements and other documents relating to the construction, interim and
long-term financing (both debt and any third-party equity) of Buyer's Facility and any refinancing thereof
(including a leveraged lease pursuant to which Buyer is the lessee of Buyer's Facility) provided by the
Financing Parties, including any and all modifications, extensions, renewals and replacements of any
such financing or refinancing.

2.20 “Financing Parties” means (i) any and all lenders providing the construction, interim or
long-term financing or refinancing of Buyer’s Facility {(including a leveraged lease), and any trustee or
agent acting on their behalf, and (ii) any and all equity investors providing any such financing or
refinancing of Buyer's Facility, and any trustee or agent acting on their behalf.

2.21 "Force Majeure” - shall mean a condition or event as described in Article IX.

2.22 "Gas" or "Natural Gas" - shall mean merchantable methane and other gaseous
hydrocarbons that meet or exceed the specifications of the Transporter(s)' tariff(s) as amended from
time to time by jurisdictional regulatory authorities, including, but not limited to, quality, temperature, and
pressure.

2.23 'imbalance Charges” - shall mean any fees, penalties, costs or charges (in cash or in
kind) assessed by a Transporter for failure to satisfy the Transporter's balance and/or nomination
requirements.

224 “"Maximum Daily Quantity” or "MDQ" shall mean the maximum quantity of Gas that
Buyer must nominate and that Seller must deliver to the Delivery Point(s) on any Day, in accordance
with Section 6.2.

2.25 "Month” - shall mean the period beginning on the first Day of the calendar month and
ending immediately prior to the commencement of the first Day of the next calendar month.

226 “NYMEX Price” - shall mean the price for the natural gas futures contract traded on the
New York Mercantile Exchange.

2.27 "Price" shall mean the East Hereford Price or the Empress Price, as may be applicable.
2.28 "“Process" or "Processing" - shall mean the extraction of hydrocarbons from the Gas.

229 "Schedule” or "Scheduled” - shall refer to the respective acts of Seller, Buyer and the
Transporter(s) notifying, requesting, and confirming to each other the MDQ to be delivered on any given
Day during the Delivery Period. Gas shall be deemed to have been Scheduled when confirmed by the
Transporter(s).

2.30 "Seller” for purposes of the Confirmation Notice set forth in Exhibit A and as used
throughout this Agreement in connection therewith shall mean Duke Energy Marketing Limited
Partnership.

231 "“Service Level" - shall mean the commitment by which Seller agrees to sell and deliver

and Buyer agrees to purchase and receive the quantity of Gas in a Transaction indicated on a
3
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Confirmation Notice defined as either a (i) Interruptible Service, (i) Firm Service, or (ii) EFP/ADP Sale
as further described in Section 5.1.

2.32 "Spot Price” shall mean, for purposes of Section 5.2, (1), the Dawn Daily Price Index in
effect for the particular day as published by Gas Daily under the heading Daily, for a failure by either the
Buyer to take, or the Seller to deliver, the MDQ at the East Hereford Delivery Point, or (2) the price listed
in Canadian Gas Price Reporter under the heading "Canadian domestic gas price report”, under the
table "Daily Spot Gas Price at AECO C & NOVA Inventory Transfer” as listed in US$/MMBtu, plus the
applicable NOVA transportation charges to Empress, for a failure by Buyer to take, or the Seller to
deliver, the MDQ at the Empress Delivery Point.

2.33 "Transaction” - shall mean a specific purchase and sale of Gas consummated according
to the confirmation and notice procedures of Article Il hereof,

2.34 ‘“Transaction Tape” - shall mean the recording of a verbal Transaction between the
parties occurring on any Business Day whereby a bid or offer and acceptance shall constitute the
agreement of the parties to a Transaction as evidenced by a tape recording of the conversation.

2.35 ‘"Transporter(s)" - shall mean the natural gas pipeline company (ies) and their
associated physical facilities, enabling the physical delivery and receipt of Gas on behalf of either Party
pursuant to a Transaction,

236 “Trigger Price Agreement” - shall mean the agreement between the Parties whereby
one Party has the option of fixing or “locking-in" the price to be paid for gas in the future by reference to
either the NYMEX Price and/or the location.

2.37 The following units of measurement used in this Agreement have the meanings set forth
below:

(a) “Btu” means one British thermal unit.

(b) “cubic metre” or “m*” means that quantity of gas which at a temperature of 15° Celsius and
at a pressure of 101.325 kilopascals absolute occupies one cubic metre.

(c) “Gigajoule” or “GJ"” means 1,000,000,000 joules.

(d) “Heating Value” means the gross or higher heating value of the gas expressed in MJ per
cubic metre (MJ/m?), produced by the complete combustion of one cubic metre of gas with
air, at a temperature of 15° Celsius and at an absolute pressure of 101.325 kilopascals, with

the gas free of all water vapor, the products of combustion cooled to a temperature of
15° Celsius, and the water formed by the combustion condensed to the liquid state.

(e) “joule™ or “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.

(f) “MMBtu"” means 1,000,000 Btu’s.
(9) “MJ” means one megajoule and is equal to 1,000,000 joules.

(h) “10°m*” means 1,000 cubic metres of gas.

10271852




2.38 Al conversions to be done for or in any way related to this Agreement, from Imperial units
of measurement to metric units or vice versa, will be done on the following basis, namely:

(3) 1,000 cubic feet of gas at standard reference conditions of 14.73 pounds per square inch
absolute and 60° Fahrenheit will be considered equivalent to 28.32784 cubic metres of gas at
standard reference conditions of 101.325 kilopascals and 15° Celsius.

(b) 1 cubic metre of gas at standard reference conditions of 15° Celsius and 101.325 kilopascals
will be considered equivalent to 0.0353009 thousand cubic feet at standard reference
conditions of 14.73 pounds per square inch absolute at 60° Fahrenheit.

{c) 1 MMBtu will be considered equivalent to 1.055056 GJ's.

{d) 1 GJ will be considered equivalent to 0.947817 MMBtu’s.

Any conversion from Imperial units of measurement to metric units or vice versa which are not expressly
contemplated above, will be carried out in accordance with the Canadian Petroleum Association
Supplementary Metric Practice Guide for the Petroleum and Natural Gas Industry and Services, latest
edition.

2.39 "Year" shall mean a period of 365 consecutive days and 366 consecutive days in a year

in which February contains 29 days.

ARTICLE Il - CONDITIONS PRECEDENT

31 Seller shall have no obligation to sell, deliver or cause the MDQ to be delivered to Buyer,
and Buyer shall have no obligation to pay for, purchase, receive or cause the MDQ to be received from
Seller, at the Point of Delivery, unless and until all of the following conditions precedent have been
satisfied:

(1) Buyer has obtained all necessary approvals from the Financing Parties for execution and
performance of this Agreement on or before August 1, 1999;

(2) Buyer has obtained all necessary regulatory approvals to commence operation of Buyer's
Facility on or before August 1, 1999;

(3) Seller has acquired, to Buyer's reasonable satisfaction, firm transportation capacity on
Transporters for terms equivalent to that contained in Article XVIII on or before July 15, 1999.
(4) On or before August 1, 1999, Buyer has provided Seller with a written notice from the
financial institution supplying the letter of credit required by Section 11.1, which expresses the
financial institution's intention to supply the required letter of credit on or before October 1, 19989;
(&) Buyer has finalized its transportation arrangements with Transporter(s) to ensure the delivery
of the Gas contemplated in this Agreement on or before August 1, 1899; and

{6) On or before August 1, 1999, Seller has provided Buyer with an executed guarantee from its
parent corporation in a form to be reasonably agreed upon by Buyer and Seller; provided,
however, that the entity providing the guarantee must have a corporate credit rating of at least
"A -" or its equivalent by Standard & Poor's Corporation or Moody's Investment Services, Inc.

32 Upon satisfaction or waiver of all the conditions precedent in Section 3.1 hereof, the
Parties shall purchase, receive, or cause to be received, the MDQ specified in the Confirmation Notice.
Seller and Buyer shall use due diligence to satisfy the conditions precedent referred to in Section 3.1

5
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hereof, within the respective control of each and shall cooperate reasonably with each other in satisfying
any conditions precedent in Section 3.1 hereof,

33 The conditions precedent set forth in item (4) of section 3.1 shall be deemed to be for the
sole benefit of Seller and may be waived by Seller at any time, at seller's sole discretion. The conditions
precedent set forth in items (1), (2), {3), (5) and (6) of section 3.1 shall be for the sole benefit of Buyer
and may be waived by Buyer at any time, at Buyer's sole discretion.

If any of the conditions precedent included in Section 3.1 above have not been satisfied or
waived by the date specified in Section 3.1, then the Party which has satisfied or waived the conditions
precedent that are for its sole benefit (as indicated in the previous paragraph) may thereafter terminate
this Agreement by giving ninety (90} Days notice to the other Party of its intention to terminate and this
Agreement shall terminate and be of no further force and effect; provided, however, that if Buyer has not
satisfied or waived one or more of the conditions precedent set forth in Section 3.1(1),(2).(3) (5) and (6)
but agrees to take Gas on the first day of the Delivery Period, then Seller shall not have the right to
terminate this Agreement for as long as Buyer is taking the Gas or has otherwise satisfied those
enumerated conditions precedent during that period. Upon termination of this Agreement pursuant to
this Section 3.3, neither Party shall incur any liability to the other Party.

ARTICLE IV - CONFIRMATION AND NOTICE PROCEDURES

4.1 The Parties agree that the Natural Gas Transaction Confirmation Notice set forth in
Exhibit A is the sole transaction to which the Parties have agreed upon execution of this Agreement and
the terms of that Transaction are those set forth in the Confirmation Notice as modified or supplemented
by the provisions of this Agreement.

ARTICLE V - SERVICE LEVELS AND NON-PERFORMANCE DAMAGES

5.1 The Service Level obligations of the Parties shall be one of the following:

(a) "Interruptible Service” - shall mean deliveries and receipts of Gas are on a fully
interruptible basis so that the delivery or receipt of Gas may be stopped by either Party at any time for
any reason subject only to Scheduling requirements and deadlines of affected Transporter(s). Once the
Gas is Scheduled with the affected Transporter(s), Seller is expected to deliver and Buyer is expected to
receive the Scheduled volume until such time as Seller or Buyer discontinues the sale and purchase of
Gas pursuant to the applicable Confirmation Notice and each Party has had sufficient time to notify
affected Transporters.

(b) "Firm Service"” - shall mean that Seller may only interrupt its performance to the extent
caused by: (i) interruption or curtailment of necessary primary path firm transportation that renders it
impossible for Seller to deliver, or (ii) an applicable Force Majeure event. Either Party's failure or
inability to take all necessary actions to obtain such primary path firm transportation service on
Transporters necessary to accomplish delivery or receipt of Gas as agreed in a Transaction shall not
excuse performance.

(¢} "EFP/ADP Sale” - shall mean the Parties have agreed to utilize the EFP procedures of
the Commodity Exchange to exchange a futures position for a physical position of equal quantity or have
agreed to utilize an ADP to consummate delivery in connection with a futures position. This means that

Seller and Buyer have agreed to make and accept deliveries of Gas on a Firm Service basis and to
6
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follow all the Commodity Exchange's rules, regulations and guidelines applicable to EFP or ADP
transactions. Buyer and Seller agree to submit necessary documentation, and to assume necessary
positions on the Commodity Exchange, in order to implement the ADP or EFP procedures in connection
with this type of Transaction.

5.2 Cover Standard. In addition to any liability for Imbalance Charges, which shall not be
recovered twice by the following remedy and in addition to the LC Basis Differential Portion as stipulated
in Section 5.4, the exclusive and sole remedy of the Parties in the event of a breach of any Service Level
obligation, other than that provided for in Article XIX, shall be recovery of the following: (i) in the event of
a failure by Seller on any Day(s) to deliver at the relevant Delivery Point 100% of the MDQ for any
reason other than Force Majeure, payment by Seller to Buyer in an amount equal to the positive
difference, if any, between the per MMBtu purchase price paid by Buyer utilizing the Cover Standard and
the Price, adjusted for all actual costs reasonably incurred in acquiring and delivering replacement fuel,
including but not limited to Gas or No. 2 fuel oil, to Buyer's Facility, multiplied by the difference between
the MDQ and the quantity actually delivered by Seller for such Day(s); or (ii) in the event of a failure by
Buyer on any Day to receive at the relevant Delivery Point the MDQ for any reason other than Force
Majeure, payment by Buyer to Seller in an amount equal to the positive difference, if any, between the
Price and the per MMBtu price received by Seller utilizing the Cover Standard, adjusted for actual
incremental transportation costs to or from the Delivery Point(s), multiplied by the difference between the
MDQ and the quantity actually taken by Buyer for such Day(s)provided, however, that when Seller
covers under this Section 5.2(ii}, Seller shall use commercially reasonable efforts to ensure that the price
per MMBtu for the untaken Gas received by Seller using the Cover Standard less the actual incremental
transportation costs to or from the Delivery Point(s) yields the highest positive difference reasonably
available in the marketplace; or (iii) in the event that Buyer has used commercially reasonable efforts to
replace the Gas or Seller has used commercially reasonable efforts to sell the Gas to a third party, and
no such replacement or sale is available, then the exclusive and sole remedy of the non-breaching party
shall be any unfavorable difference between the Price and the Spot Price, adjusted for the cost that
would otherwise have been incurred to transport the applicable quantity from the Spot Price index
location to the applicable Delivery Point{s), multiplied by the difference between the MDQ and the
quantity actually delivered by Seller and received by Buyer for such Day(s}.

53 EXCEPT AS OTHERWISE SPECIFICALLY PROVIDED IN SECTION 5.2 OR ARTICLE
XIX HEREIN, NEITHER PARTY SHALL BE LIABLE TO THE OTHER FOR ANY SPECIAL, INDIRECT,
INCIDENTAL, CONSEQUENTIAL, OR PUNITIVE DAMAGES OF ANY CHARACTER, INCLUDING BUT
NOT LIMITED TO LOSS OF USE, LOST PROFITS (PAST AND FUTURE), ADDITIONAL OUT OF
POCKET EXPENSES INCURRED BY EITHER PARTY, OR TORT, CONTRACT OR OTHER CLAIMS
RESULTING FROM, ARISING OUT OF, IN CONNECTION WITH OR IN ANY WAY INCIDENT TO ANY
ACT OR OMISSION OF EITHER PARTY RELATED TO THE PROVISIONS OF THIS AGREEMENT,
IRRESPECTIVE OF WHETHER CLAIMS OR ACTIONS FOR SUCH DAMAGES ARE BASED UPON
CONTRACT, WARRANTY, NEGLIGENCE, STRICT LIABILITY OR ANY OTHER REMEDY AT LAW OR
EQUITY.

54 In the event Seller terminates this Agreement pursuant to Article XiX, the sole and
exclusive remedy available to Seller shall be the right to draw on the letter of credit as established in
Section 11.1. Upon termination, Seller may draw on the letter of credit (1) an amount necessary to
compensate Seller, consistent with Seller's obligations set forth in Section 5.2, for any quantities of Gas
delivered by Seller prior to Seller's termination and for which Buyer has not made payment pursuant to
Section 5.2 or Article Xl of this Agreement, as the case may be; and (2) an additional amount of the
remaining portion of the letter of credit, up to $_____ if any, which shall be referred to as the "LC Basis
Differential Portion." To the extent Seller terminates this Agreement three hundred and sixty-five (365)
Days or less before expiration of the term of this Agreement, the amount of the LC Basis Differential

Portion that Seller shall be the lesser of (1) the remaining portion of the letter of credit or {2) the amount
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established according to the following formula:

LC Basis Differential Portion X Remaining Days in Term
365

For example, if there are 300 Days remaining in the Agreement's term when Seller terminates the
Agreement, then the LC Basis Differential Portion of the letter of credit will equal $ ($
multiplied by 300 divided by 365], assuming the amount is less than the remaining portion of the letter of
credit.

5.5 With regard to any Service Level commitment, each Party shall be responsible for
complying with the Scheduling deadlines and procedures of applicable Transporter(s) and for any
Imbalance Charges incurred as a result of its failure to so comply as set forth in Article VII.

ARTICLE VI - PRICE

6.1 Price and Lock-n Option. Buyer shall pay the Price for the MDQ during the Delivery
Period in conformance with the nomination requirement of Article VII. The Price for all Gas delivered by
Seller and taken by Buyer at the Delivery Point at East Hereford, Quebec, shall be the East Hereford
Price. The Price for all Gas delivered by Seller and taken by Buyer at the Delivery Point at Empress,
Alberta, shall be the Empress Price. At any time during the Delivery Period, Buyer may elect to "lock-in"
a price ("Lock-In Price") for any period of time during the Delivery Period ("Lock-In Period"); provided,
however, that Buyer provides Seller with notice of that election two (2) Days prior to the first Day of the
Lock-In Period and Buyer and Seller mutually agree on a price and other mutually acceptable terms (
including oral agreements) and conditions. At the expiration of the Lock-In Period, the Price shall again
be that set forth in this Agreement.

6.2 Delivery Point and MDQ. Buyer shall have the option on or before August 1, 1999, to
designate both the interconnection between the pipeline facilities of TransQuebec and Maritimes
Pipelines, Inc., and Portland Natural Gas Transmission System at East Hereford, Quebec, and the
interconnection between the pipeline facilities of Nova Gas Transmission and TransCanada PipeLines
Ltd at Empress, Alberta, as the Delivery Points hereunder. If Buyer exercises the option in accordance
with this provision, then (1) with respect to the Delivery Point at East Hereford, Quebec, the MDQ shall
be 6,500 MMBtu between November 1, 1999, and October 31, 2000, and 7,500 MMBtu between
November 1, 2000, and October 31, 2004; and (2) with respect to the Delivery Point at Empress,
Alberta, 3,500 MMBtu between November 1, 1999, and October 31, 2000, and 2,500 MMBtu between
November 1, 2000, and October 31, 2004. If Buyer fails to exercise such option on or before August 1,
1999, then the interconnection between the pipeline facilities of TransQuebec and Maritimes Pipelines,
Inc., and Portland Natural Gas Transmission System at East Hereford, Quebec, shall be the sole
Delivery Point during the term of this Agreement and the MDQ under this Agreement shall be
10,000 MMBtu.

6.3 Monthly or Daily Price Election. Buyer shall provide Seller with a written notice by the
fifth day of the Month preceding the commencement of the delivery Month setting forth (1) whether
Buyer elects the monthly or daily index price for deliveries at the Delivery Points, as set forth in
Sections 2.16 and 2.18, for the next Month; and (2) the portion of the MDQ, up to the MDQ, that the
monthly and/or daily index is to be applied at the Delivery Points. Without such notice, the Monthly Price
Index for deliveries at East Hereford or Empress, as applicable, shall apply for the next Delivery Month.
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6.4 Replacement of Index. The Parties recognize that the index(es) used in this Agreement
are the most reliable indicators of Gas prices at the closest liquid point to the respective Delivery Points
at the date of execution, but in the event that either index is discontinued, the Parties shall, in good faith,
within thirty (30) Days from the date written notice is received from the other Party, negotiate (1) a
replacement index that tracks the prevailing price for firm deliveries of Gas to the a delivery point closest
to the Delivery Point to which the discontinued index applied under contracts of one Month or less and
which best and accurately reflects Gas prices at the Delivery Points and (2), if applicable, an appropriate
factor to be added to the replacement index to reflect the actual transportation differential between the
replacement index and the delivery point, plus US $____. Any proposed replacement index shall reflect
short-term Gas purchase and sales transactions at liquid trading point(s), as evidenced in part by regular
reporting by a recognized trade publication. If the Parties are unable to reach agreement as to a new
index within forty-five (45} Days of the date of the written notice provided herein, then the matter shall be
referred to arbitration in accordance with Article XVII herein. The Price in effect on the Day before the
applicable index is discontinued shall remain in effect until the index is replaced pursuant to this
provision.

6.5 Remarketing of Gas Not Consumed. On any Day that Buyer does not consume all of
the delivered Gas at Buyer's Facility, Buyer shall retain all rights to remarket or otherwise dispose of the
Gas not consumed by Buyer ("Unconsumed Quantity"}; provided, however, Buyer may at its sole option
request that Seller remarket any or all of the Unconsumed Quantity and shall pay Seller a remarketing
feeof $___ U.S./MMBtu for the portion of the Unconsumed Quantity that Seller successfully remarkets;
provided further, however, that Seller shall provide Buyer with the proceeds of any and all sales of the
Unconsumed Quantity. If Buyer elects to remarket the gas, Seller will use commercially reasonable
efforts to comply with transportation requests by Buyer, such as intra-day nominations or use of
alternate delivery points, to the extent permitted by the transporters used by Seller.

ARTICLE VIl - TRANSPORTATION

71 Buyer is obligated daily to Schedule, or cause to be Scheduled, and to receive the MDQ
from the Seller's Transporter at each of the Delivery Points in accordance with the provisions of this
Article VII. Seller is obligated daily to Schedule, or cause to be Scheduled, the MDQ with its Transporter
and deliver Buyer's nominated gquantity to each Delivery Point. Seller shall be solely responsible for
capacity on Transporters upstream of the Delivery Points and Buyer shall be solely responsible for
capacity on Transporter(s) downstream of the Delivery Points.

7.2 The Parties shall coordinate their Scheduling requirements by telephone (with immediate
confirmation in writing by telecopy if such confirmation is requested) and shall provide ample time to
meet the Scheduling deadlines of the affected Transporter(s). Each Party's gas control dispatcher shall
give the other timely notice of a nomination, sufficient to meet the requirements of all Transporters
involved with the Gas delivered and received on each Day. Such notice shall be at least one (1)
Business Day prior to the earliest regularly scheduled nomination deadline of the Transporter(s)
receiving or delivering Gas at the Delivery Points for Gas to be delivered commencing on the first Day of
a Month; three hours earlier than such deadline for any subsequent nomination if intra-month changes
are authorized; and one hour earlier than such deadline for any subsequent nomination if intra-day or
mid-day nominations are authorized. Should either Party become aware that actual deliveries at the
Delivery Points are greater or lesser than the Scheduled Gas, such Party shall notify immediately the
other Party's gas control dispatcher by telephone to be followed up with written telecopy notice within
twenty-four (24) hours.

7.3 The Parties shall use all reasonable efforts to avoid imposition by any Transporter of an

Imbalance Charge. |If either Party, during any Month, receives an invoice from a Transporter which
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includes an Imbalance Charge relating to a Transaction, that Imbalance Charge shall be the
responsibility of the Party whose actions or inactions caused that Imbalance Charge. The Parties shall
use their reasonable efforts to promptly determine the validity as well as the cause of such Imbalance
Charge. [f the Parties determine that the Imbalance Charge was imposed as a result of Buyer's actions
or inactions, then Buyer shall pay such Imbalance Charge or reimburse Seller for such Imbalance
Charge paid by Seller to the Transporter. If the Parties determine that the Imbalance Charge was
imposed as a result of Seller's actions or inactions, then Seller shall pay such Imbalance Charge, or
reimburse Buyer for such Imbalance Charge paid by Buyer to the Transporter. If a Party is obligated to
reimburse the other Party for an Imbalance Charge, such Imbalance Charge shall be due and payable
within ten (10) Business Days of receipt of a statement for such amount by the reimbursing Party.

ARTICLE VIl - SELLER SUPPLY WARRANTY

Seller warrants to Buyer that Seller will deliver to Buyer, subject to and in accordance with the
provisions of this Agreement and the Confirmation Notice set forth in Exhibit A, sufficient quantities of
Gas to satisfy its obligations under this Agreement and, subject to Force Majeure, will use all reasonable
industry standard practices to assure such performance.

ARTICLE IX - FORCE MAJEURE

9.1 Except with regard to a Party's obligation to make payments due under this Agreement,
neither Party shall be liable to the other for a failure to perform its obligations hereunder, if performance
was prevented by Force Majeure. As used herein, the term "Force Majeure” shall mean an occurrence
or event beyond the control of the Party claiming excuse which partially or entirely prevents that Party's
performance of its obligations. Demand charges shall be waived in the event of Force Majeure.

92 The Party whose performance is prevented by Force Majeure must provide notice to the
other Party. Initial notice may be given orally; however, written notification with particulars of the event
or occurrence is required as soon as reasonably possible. Upon providing written notification of Force
Majeure to the other Party, the affected Party will be relieved of its obligation to make/accept delivery of
Gas to the extent and for the duration of Force Majeure and neither Party shall be deemed to have failed
in such obligations to the other during such occurrence or event. Force Majeure, however, shall not
excuse the payment of financial obligations, including but not limited to those incurred in liquidating
hedge positions undertaken by a Party with the agreement of the non-performing Party (such as under a
Trigger Price Agreement) who shall be liable for any losses incurred in such liquidation.

9.3 Force Majeure shall include but not be limited to the following: (i) physical events such as
acts of God, landslides, lightning, earthquakes, fires, storms or storm warnings which result in
evacuation of the affected area, floods, washouts, explosions, breakage or accident or necessity of
repairs to machinery or equipment or lines of pipe, weather related events such as hurricanes or
freezing or failure of wells or lines of pipe; (i) acts of others such as strikes, riots, sabotage,
insurrections or wars; (iii} governmental actions such as necessity for compliance with any court order,
law, statute, ordinance, or regulation promulgated by a governmental authority having jurisdiction;
(iv) inability of Transporter(s) to deliver Gas from either Delivery Point to Buyer's Facility; and (v) any
other causes, whether of the kind herein enumerated or otherwise that are not reasonably within the
control of the affected Party to prevent or overcome. Seller and Buyer shall make reasonable efforts to
avoid Force Majeure and to resolve the event or occurrence once it has occurred in order to resume
performance. If deliveries for a Transaction are to be made through an inventory transfer on a pipeline

or in a storage facility, an interruption, curtailment or prorationing of transportation or storage service will
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not constitute a Force Majeure unless the pipeline or storage facility interrupts, curtails or prorates
inventory transfer service for all of its firm customers at that point.

9.4 Neither Party shall be entitled to the benefit of the provisions of Force Majeure under
either or both of the following circumstances: (i) to the extent the failure to perform was caused by the
sole or contributory negligence of the Party claiming excuse; or (ii) to the extent the failure to perform
was caused by the Party claiming excuse having failed to remedy the condition and to resume the
performance of such covenants or obligations with reasonable dispatch. Notwithstanding anything to the
contrary herein, the Parties agree that the settlement of strikes, lockouts or other industrial disturbances
shall be entirely within the discretion of the Party experiencing such disturbance.

9.5 On any day or portion thereof that Force Majeure applies, the Parties' obligations to
deliver and receive Gas will be reduced only by the percentage that the affected Party's total Gas flows
are interrupted, curtailed or prorationed at the Delivery Points as a result of such Force Majeure.

96 In the event that a Party does not substantially perform its obligations as a result of an
event of Force Majeure and such obligations are suspended pursuant to this Section for a period of
six (6) months or more as a result of any single event or combination of events of Force Majeure, the
other Party may, by notice within thirty (30) days ("Notice Period") following expiration of such period
terminate this Agreement; provided, however, that the Agreement may not be terminated pursuant to
this Section 9.6 if the non-terminating Party cures its non-performance during such thirty (30) day
period.

9.7 Inthe event that, as a result of Force Majeure, Seller is rendered unable on any Day,
wholly or in part, to sell and deliver the quantity of Gas at the Delivery Points that Seller's customers
have requested for such day, the Seller shall curtail deliveries to such customers (including Buyer
hereunder) in the following order of priority:

(a) first, under natural gas sales contracts on a non-firm Basis;

(b) second, under natural gas sales contracts on a firm Basis, including this Agreement;
provided, however, to the extent that Seller is required by such Force Majeure to curtail
deliveries under natural gas sales contracts on a firm Basis, such deliveries shall be
curtailed on a pro rata basis in the proportion of the MDQ under this Agreement to the
MDQ (or its equivalent) under all of Seller's natural gas sales contracts of a similar nature,
unless required to the contrary by any law, regulation, or prior contractual commitment.

ARTICLE X - TAXES

10.1  Seller shall be responsible for payment of all taxes, royalties, transportation charges,
production-related costs, severance, ad valorem taxes and other expenses attributable to the Gas prior
to its delivery at the Delivery Point(s). Seller shall reimburse Buyer for any such taxes, charges, costs or
expenses paid on behalf of Seller by Buyer. Buyer shall be responsible for the payment of taxes
attributable to the Gas hereunder at or after its delivery at the Delivery Points including, but not limited
to, all sales or use, true value-added, gross receipts, consumption and franchise taxes. Buyer shall
provide Seller with any applicable certificate or other documentation of sales or use tax exemption; and
Buyer shall be liable for any sales or use tax and associated interest or penalties assessed against
Seller due to Buyer's failure to timely provide or properly complete any such certificate or documentation.

10.2 If any Goods and Service Tax ("GST") or similar tax is due, Buyer shall pay it to Seller, as
agent for the Crown, and Seller shall remit same as required by law. Unless the Confirmation Notice
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specifies otherwise, the Price does not include GST or similar taxes; provided, however, that the
Confirmation Notice included at Exhibit A is not subject to GST and Buyer shall not be liable for any
GST associated with any Gas purchases pursuant to that Confirmation Notice.

ARTICLE XI - FINANCIAL RESPONSIBILITY

11.1  Prior to commencement of performance, or at any other time during the term of this
Agreement, either Party may require the other to provide financial information reasonably needed to
ascertain the other Party's ability to pay for Gas to be received under this Agreement or to meet any
other obligation which may accrue, including without limitation the obligation to pay damages in the
event of failure to perform. Buyer shall post an irrevocable letter of credit of U.S. $____ in favor of the
Seller on or before October 1, 1999. The form of the letter of credit shall be reasonably acceptable to
Seller and the issuer shall be a financial institution having a long-term unsecured senior debt rating of at
least "A -" or its equivalent by Standard & Poor's Corporation or Moody's Investment Services, Inc.
Buyer shall renew or replace and keep in full force and effect each letter of credit provided by Buyer under
this Article Xl until Seller advises Buyer that there is no further requirement to maintain any such letter of
credit. If any letter of credit is not renewed or replaced prior to the tenth (10th) Day before its maturity or
expiry date or if Seller has not received appropriate confirmation of such renewal or replacement from the
issuer of such letter of credit prior to such tenth (10th) day, then Seller shall be entitled to draw the full
amount payable under the letter of credit in effect. Seller may draw on the letter of credit upon termination
of this Agreement pursuant to Article XIX due to a default by Buyer; provided, however, that Seller may
only draw on the letter of credit in accordance with Sections 5.2 and 5.4 up to the amount that Buyer owes
Seller under this Agreement as a result of the default. Seller may also draw on the letter of credit upon
failure of Buyer to make payment in accordance with the provisions of this Agreement for deliveries of Gas
hereunder, consistent with Seller's obligations set forth in Sections 5.2 and 54. If Seller has properly
drawn on the letter of credit in accordance with the provisions of this Agreement, then Buyer shall use all
reasonable efforts to ensure that the letter of credit is replenished to its full, preexisting amount, or provide
Seller with reasonable confirmation of such replenishment from the issuer, within ten (10) Days of the date
that funds are drawn from the letter of credit. Buyer shall notify Seller of the replenishment of the letter of
credit as soon as is reasonably practicable and upon such replenishment, Seller shall reimburse Buyer for
all amounts drawn by Seller under the previous letter of credit and not applied to satisfy amounts due and
owing by Buyer under this Agreement. Seller shall have the right to delay commencement of deliveries, or
suspend deliveries hereunder after notice to Buyer if:

(i) Buyer fails to post the letter of credit in accordance with this Section 11.1, after a
demand is made by Seller to so post such letter of credit, in accordance with the time
requirements stipulated hereunder; or

(i) Buyer fails to replenish the amount of any letter of credit in the required amounts in
the manner contemplated by this Section or Seller has not received appropriate
confimnation pursuant to this Section.

if during the term of the Agreement, the entity providing the guarantee required by Section 3.1(6) at any
time does not have an investment grade rating {defined as a Corporate Credit Rating of A - or its
equivalent by Standard & Poor's Corporation or Moody's Investment Services, Inc.), Buyer may require
Seller to post an irrevocable $ letter of credit that Buyer may draw upon when, and to the
extent, Seller has not performed under this Agreement. The form of the letter of credit shall be
reasonably acceptable to Buyer and the issuer shall be a financial institution having a long-term
unsecured senior debt rating of at least "A -" or its equivalent by Standard & Poor's Corporation or
Moody's Investment Services, Inc. Seller shall renew or replace and keep in full force and effect each
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letter of credit provided by Seller under this Article X! until Buyer advises Seller that there is no further
requirement to maintain any such letter of credit. If any letter of credit is not renewed or replaced prior to
the tenth (10th) Day before its maturity or expiry date or if Buyer has not received appropriate confirmation
of such renewal or replacement from the issuer of such letter of credit prior to such tenth (10th) day, then
Buyer shall be entitled to draw the full amount payable under the letter of credit in effect. If Buyer has
properly drawn on the letter of credit in accordance with the provisions of this Agreement, then Seller shall
use all reasonable efforts to ensure that the letter of credit is replenished to its full, preexisting amount, or
provide Buyer with reasonable confirmation of such replenishment from the issuer, within ten (10) Days of
the date that funds are drawn from the letter of credit. Seller shall notify Buyer of the replenishment of the
letter of credit as soon as is reasonably practicable. Buyer shall reimburse Seller for all amounts drawn by
Buyer under the previous letter of credit and not applied to satisfy amounts due and owing by Seller under
this Agreement.

11.2 In the event either Party shall (i} make an assignment or any general arrangement for the
benefit of creditors; (i) file a petition or otherwise commence, authorize, or acquiesce in the
commencement of a bankruptcy proceeding against it; or (iii) otherwise become bankrupt or insolvent
(however evidenced); , then in addition to any and all other remedies available hereunder or pursuant to
law, the other Party shall have the right without further notice to (i) withhold or suspend deliveries or
receipts or terminate the Agreement and any or all Transactions without further notice; and/or
(i) immediately close out any or all Transactions then outstanding between the parties so that each such
Transaction (as evidenced in a Confirmation Notice) is effectively canceled by the Unsecured Party's
buying back from the other Party the Gas to be purchased by the other Party and/or by the Unsecured
Party’s selling back to the other Party the gas to be sold by the other Party thereunder. The difference,
if any, between the price specified for individual transactions set forth in individual Confirmation Notices
and the price determined using the Cover Standard shall be due and payable within two (2) Business
Days of receipt of a statement for such amounts by the other Party.

ARTICLE Xl - BILLING AND PAYMENT

12.1  On or before the fifteenth (15") day following the Month in which deliveries of Gas were
made hereunder, Seller shall deliver to Buyer a statement for the preceding Month showing the Delivery
Points and the total volume of Gas delivered and the amount due. If the actual volume delivered is not
available by such billing date, biiling will be prepared based on the Scheduled quantities. The estimated
volume will then be corrected to the actual volume on the following month's billing or as soon thereafter
as actual delivery information is available.

12.2 Unless a different payment method is specified in the Confirmation Notice, Buyer shall
remit the full amount due by wire transfer, electronic funds transfer or other similarly expeditious means,
pursuant to Seller's invoice instructions, on or before the later of (i) the twenty-fifth (25th) Day of the
Month immediately following the delivery Month or (ii) ten (10) days after receipt of the invoice by Buyer,;
provided that if such date is not a Business Day, payment is due on the closest Business Day. Payment
will be in U.S. Dollars, as specified in the Confirmation Notice.

12.3 If a Party fails to pay the full amount payable by it when due, interest on the unpaid
portion shall accrue from the date due until the date of payment at a rate equal to the lower of: (i) the
then effective prime rate of interest for large U.S. Money Center commercial banks, published under
"Money Rates” by The Wall Street Journal, plus two percent (2%) per annum from the date due until the
date of payment, or (ii) the maximum applicable lawful interest rate. A Party is entitled to set-off any
amount owed to it under any Transaction or any other agreement with the other Party from the amount
required to be paid under the agreement or any other Transaction. In any action to collect an amount
due under this Agreement, the prevailing Party shall be entitled to recover its reasonable legal fees and
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collection costs, either as determined by arbitration under Article XV hereof or by a court of competent
jurisdiction.

12.4 Each of the Parties, at its own expense, shall have the right, upon reasonable notice and
at reasonable times, to examine the books and records of the other to the extent reasonably necessary
to verify the accuracy of any statement, payment, demand, charge, or computation made under any
Agreement. If either Party has documentation from its Transporter(s) which is needed by the other Party
in this regard it shall provide such information upon request. Any such audit and any claim based upon
errors in any statement must be made within two (2) Years of the date of such statement or last revision
thereof. Neither Party shall have the right to perform more than (2) such audits per calendar year.
Such right to audit shall be available for the term of this Agreement and for two (2) Years after its
termination.

12.5 If an error is discovered in the amount billed in any invoice rendered hereunder such error
shall be rectified by payment within ten (10) days after notice of the discovery of the error. If a dispute
arises as to the amount payable in any invoice rendered hereunder, Buyer shall nevertheless pay when
due the amount not in dispute under such invoice, and shall provide written notice to Seller indicating the
disputed amount and the reason for such dispute. If a difference in volumes cannot be reconciled,
payment shall be based upon the receipt volumes allocated to the shipper's transportation contract(s)
with the Transporter. During this time of reconciliation, there shall be no late charges or interest
imposed on the Buyer related to payment for such difference, unless interest charges are being applied
by the affected Transporter. Such payment shall not be deemed to be a waiver of the right by Buyer to
recoup any overpayment, nor shall acceptance of any payment be deemed to be a waiver by Seller of
any underpayment.

ARTICLE Xlil - NOTICES

13.1  All notices, consents, elections, exercise of options, invoices, payments, statements and other
forms of communications made pursuant to this Agreement shall be in writing and made as follows:

Advisements to DEM should be made as directed below or as otherwise indicated on
superseding invoices, statements, notices and other correspondence on company letterhead or
company logo:

Confirmation Notices/

Correspondence Duke Energy Marketing Limited Partnership
2700, 700 9 th Avenue S.W.
Calgary, Alberta, Canada

T2P 3v4

Attention: Contract Administration

Phone: (403) 297-9800 FAX: (403) 705-2001
Invoices: Duke Energy Marketing Limited Partnership

2700, 700 9 th Avenue S.W.
Calgary, Alberta, Canada
T2P 3V4

Attention: Contract Administration
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Phone: (403) 297-9800 FAX: (403) 705-2001

Payment: Duke Energy Marketing Limited Partnership

By Wire Transfer: Chase Manhattan Bank New York
For the Acct. of. Duke Energy Trading and Marketing, L.L.C.
Account No. 810-2-771301
ABA No. 021000021:

By Check: P.O. Box 201204
Houston, TX 77216-1204

Gas Control Duke Energy Marketing Limited Partnership
2700, 700 - 9" Avenue SW
Calgary, Alberta T2P 3v4
Attention: Gas Control
Phone: (403) 297-3800 FAX: (403) 237-6021

Advisements to the other Party should be made as directed on Exhibit "B" attached hereto or as
otherwise indicated on superseding invoices, statements, notices and other correspondence on
company letterhead.

13.2 All notices required pursuant to this Agreement may be sent by facsimile or mutually
acceptable electronic means, a nationally recognized overnight courier service, first class mail, certified
mail return receipt requested, or hand delivered.

13.3 Notice shall be given when received on a Business Day by the addressee. In the
absence of proof of the actual receipt date, the following presumptions will apply. Notices sent by
facsimile shall be deemed to have been received upon the sending party's receipt of its facsimile
machine’s confirmation of successful transmission. If the day on which such facsimile is received is not
a Business Day or is after five p.m. (at the receiving party's place of business) on a Business Day, then
such facsimile shall be deemed to have been received on the next following Business Day. Notice by
overnight mail or courier shall be deemed to have been received on the next Business Day after it was
sent or such earlier time as is confirmed by the receiving party. First class mail is deemed delivered
three (3) days after mailing.

ARTICLE XIV - MEASUREMENT, QUALITY AND PRESSURE

14.1  Unless otherwise specified in the Confirmation Notice, the unit for measurement of Gas
for deliveries shall be MMBtu.

14.2  All Gas delivered by Seller or transported under this Agreement shall meet the quality and
heat content requirements of the receiving Transporter(s)' tariff, as amended from time to time.
Measurement of Quantities hereunder shall be in accordance with the established procedures of the
receiving Transporter(s) at the Delivery Points.
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14.3  Buyer shall have the right to reject Gas that does not meet the receiving Transporter(s)'
quality and pressure specifications applicable at the Delivery Points.

ARTICLE XV - PROCESSING

15.1  Seller shall have the sole and exclusive right, but not the obligation, to Process the Gas to
remove any liquid or liquefiable hydrocarbons prior to delivery at the Delivery Points. Any hydrocarbons
removed by Seller shall belong to Seller and shall be Seller's sole responsibility. Any costs associated
therewith (including transportation costs and plant thermal reduction) shall be borne by Seller and Seller
shall indemnify, defend and hold Buyer harmless therefrom. Seller's right to Process the Gas to be
delivered under this Agreement shall not excuse Seller from its obligation to deliver the MDQ at the
Delivery Point in accordance with the terms of this Agreement.

15.2 Buyer shall have the sole and exclusive right, but not the obligation, to Process the Gas to
remove any liquid or liquefiable hydrocarbons at or after delivery of the Gas at the Delivery Points. Any
such hydrocarbons removed by Buyer shall belong to Buyer and shall be Buyer's sole responsibility.
Any costs associated therewith (including transportation costs and plant thermal reduction) shall be
borne by Buyer and Buyer shall indemnify, defend and hold Seller harmless therefrom.

ARTICLE XVI - TITLE, WARRANTY AND INDEMNITY

16.1  Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the
Delivery Point(s). Seller shall have responsibility for and assume any liability with respect to the Gas
prior to its delivery to Buyer at the specified Delivery Points. Buyer shall have responsibility for and
assume any liability with respect to said Gas after its delivery to Buyer at the Delivery Points.

16.2 Seller warrants that it will have the right to convey and will transfer good and
merchantable title to all Gas sold hereunder and delivered by it to Buyer, free and clear of all liens,
encumbrances, and claims.

16.3 Seller agrees to indemnify Buyer and save it harmless from all losses, liabilities or claims
including reasonable legal fees and costs of court (“Claims"), from any and all persons, arising from or
out of claims of title, for payment, personal injury or property damage from said Gas or other charges
thereon which attach before title passes to Buyer. Buyer agrees to indemnify Seller and save it
harmless from all Claims, from any and all persons, arising from or out of claims regarding payment,
personal injury or property damage from said Gas or other charges thereon which attached after title
passes to Buyer. Neither Party shall be responsible for indemnifying the other Party in accordance with
this Section 16.3 if the claims for which the other Party seeks indemnification were caused by the gross
negligence or willful misconduct of the other Party.

16.4 Notwithstanding the other provisions of this Article XVI, as between Seller and Buyer,

Seller will be liable for all Claims to the extent that such arise solely from the failure of Gas delivered by
Seller to meet the quality requirements of Article XIV.
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ARTICLE XVII - ARBITRATION AND LEGAL RECOURSE

17.1 iIn the event the Parties are unable to resolve any dispute regarding the application or
interpretation of any provision related to this Agreement, both Parties agree to resolve such dispute
through the arbitration provisions of this Article.

17.2  Within twenty (20) Business Days of either Party's written election to the other to arbitrate
any disputes which arise under this Agreement each Party shall choose one arbitrator to arbitrate, and
within ten (10) Business Days after both such arbitrators are chosen, such arbitrators shall choose a
third arbitrator thus completing the arbitration panel. If the two chosen arbitrators fail to select a third
arbitrator within the required time period, the Parties shall meet and shall agree upon a third arbitrator
within five (5) Business Days. If the Parties fail to agree upon a third arbitrator within five (5) Business
Days, the two chosen arbitrators shall be removed and the Parties shall select two new arbitrators in
accordance with the procedures set forth in this Section. Any arbitrator chosen shall be a disinterested
party with knowledge in the area of gas production, transportation, marketing and distribution and in the
area of development, construction and operation of gas-fired electric power generation facilities.

17.3 The arbitrator(s), once chosen, shall consider any Transaction Tapes or any other
evidence which the arbitrator(s) deem necessary and shall then accept sealed written resolutions of the
subject dispute from each Party on a confidential basis to be submitted within twenty (20) Business Days
of establishment of the arbitration panel. The written submissions shall be in a form and subject to any
limitations as may be prescribed by the arbitrator(s). The arbitrator(s) shall then choose only one of the
proposed solutions, (without modification) as the fairest solution to the dispute within ten (10) Business
Days of receipt of the written submissions of both Parties. A majority vote of the arbitrators shall govern.
The decision of the arbitrators shall be final and nonappealable. Unless otherwise agreed by the Parties,
the arbitration shall be held in the Province of Ontario.

17.4 Any expenses incurred in connection with hiring the arbitrator(s) and performing the
arbitration shall be shared and paid equally between the Parties. Each Party shalt bear and pay its own
expenses incurred in connection with the arbitration, unless otherwise included in a solution chosen by
the arbitration panel. In the event either Party must file a court action to enforce an arbitration award
under this Article, the prevailing Party shall be entitled to recover its court costs and reasonable legal
fees. Whenever there is an arbitration proceeding under this Article, operations under this Agreement
shall continue in the same manner as they were conducted before the Arbitration proceeding is
commenced, without prejudice to either Party, pending a decision in the arbitration proceeding.

ARTICLE XVIIl - TERM

This Agreement and the Natural Gas Transaction Confirmation Notice attached at Exhibit A shall
remain effective for a period of five (5) Years from the first Day of the Delivery Period. Either Party may
provide the other Party with a (1) one year prior notice of its desire to negotiate the extension of this
Agreement. Upon such notice, the Parties shall negotiate in good faith to extend the Agreement on
terms and conditions acceptable to both Parties. If a notice is not received pursuant to this Section, the
Agreement shall terminate upon expiration of the initial term. If the Parties extend the term of this
Agreement pursuant to this Article XVIll, and effectuate such extension by execution of a new
Confirmation Notice that replaces or supplements the Confirmation Notice attached hereto as Exhibit A,
then termination of the Agreement shall not be effective until the expiration of the term set forth in the
new Confirmation Notice.
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ARTICLE XIX — TERMINATION FOR DEFAULT

19.1 Termination for Default. If (i) either Party shall fail in any material respect to comply with,
observe, perform or shall default in any material respect upon any obligation under this Agreement {an
"Event of Default"), except due to causes excused by Force Majeure or attributable to the other's gross
negligence or willful misconduct, for a period of thirty (30) days and (ii) after written notice thereof from
the Party claiming a right to terminate this Agreement, such failure shall continue for an additional period
of fifteen (15) Days, then the Party claiming the right to terminate may, by notice in writing, terminate
this Agreement as of the date of the notice of termination; provided, however, that if such failure cannot
be reasonably cured within such fifteen (15) Days, the Party claimed to be in default shall be entitled to
one hundred and eighty (180) Days from the date of the notice to effect such cure, provided that such
Party commences within such fifteen (15) Days substantial efforts to effect such cure and at all times
thereafter proceeds diligently to complete such cure. If the default has not been cured at the expiration
of the one hundred and eighty (180) Day period, this Agreement shall terminate unless the Party having
the right to terminate provides notice to the other Party of its intent not to terminate. Notwithstanding the
foregoing, Seller shall give written notice to the Financing Parties or any agent for the Financing Parties
of an Event of Default of Buyer and the Financing Parties or the agent for the Financing Parties shall
have the option, but not the obligation, to cure such Event of Default for a period of 60 days after the
applicable cure period under this Section 19.1 or assume or cause its designee or cause a lessee or
purchaser of Buyer's Facility to assume, all of the rights and obligations of Buyer under this Agreement
arising before and after the date of such assumption.

19.2 Financing Parties. In the event that any of the Financing Parties or its designees
assumes the Agreement in accordance with Section 19.1 hereof:

{a) Buyer shall remain liable for any and all obligations to Seller arising or accruing hereunder prior to
such assumption. Buyer shall be released and discharged from any obligations to seller arising or
accruing hereunder from and after the date of such assumption;

(b) Seller shall continue this Agreement with any of the Financing Parties or its designee, as the case
may be, substituted in the place of Buyer hereunder; and

(c) If the assuming party is any of the Financing Parties, such party shall be liable to the seller for the
performance of any and all obligations to seller under this Agreement, whether arising prior to or after
the date of such assumption.

19.3 Other Rights Preserved. The availability or exercise of the right to terminate this
Agreement pursuant to Section 19.1 shall not serve to diminish or effect the right of the Parties to seek
damages (subject to the limitation on liability in Section 5.3) or specific performance, for breach of this
Agreement, as provided herein.

ARTICLE XX - ASSIGNMENT AND CONFIDENTIALITY

20.1  Except as specified in Sub-section 20.1, 20.2, 20.3 or 20.4 hereof, the rights and
obligations of the Parties to this Agreement may not be assigned by either party except upon the
express written consent of the other Party, which consent shall not be unreasonably withheld. In the
event such an assignment is made and consented to, the assigning Party shall be released and
discharged from all obligations to the other Party hereunder thereafter arising, and such assignee shall
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be substituted in place of the assigning Party herein. Any assignment of this Agreement not made in
accordance with this Section 20.1 shall be void.

20.2  Either Party shall have the right, without the consent of the other Party, but upon notice to
the other Party, to assign this Agreement to any entity owned by, under common ownership with, or
owning the assigning Party, or, in the case of Buyer, to a partnership or other entity organized for the
purpose of developing, constructing, owning and operating Buyer's Facility, and in which Buyer or an
affiliate of Buyer holds an equity interest. Upon such assignment, the Party assigning will not be
released from any obligation or liability arising or accruing under this Agreement without the written
consent of the other Party. Such consent shall not be unreasonably withheld.

20.3 Buyer shall also have the right, without Seller's consent, to assign all of its rights and
interest (but not its obligations) under this Agreement to the Financing Parties as security for Buyer's
obligations under the Financing Documents. Seller acknowledges that upon an Event of Default by
Buyer under the Financing documents, any of the Financing Parties may (but shall not be obligated to)
assume, or cause its designee or a new lessee or purchaser of Buyer's Facility to assume, all of the
interests, rights and obligations of Buyer thereafter arising under this Agreement. [f the rights and
interests of Buyer in this Agreement shall be assumed, sold or transferred as herein before provided,
Buyer shall be released and discharged from, and the assuming Party shall agree in writing to be bound
by and to assume, the terms and conditions of this Agreement and any and all obligations to Seller
arising or accruing hereunder (whether before or after the date of such assumption) and Seller shall
continue this Agreement with the assuming Party as if such person had thereafter been named as Buyer
under this Agreement. Notwithstanding any such assumption by any of the Financing Parties or a
designee thereof, or under a general assignment, Buyer shall not be released and discharged from and
shall remain liable for any and all obligations to Seller arising or accruing hereunder prior to such
assumption. Seller shall provide the Financing Parties with any consent or opinion of counsel required
with respect to any Financing Document.

20.4 The provisions of Section 20.3 hereof and this Section 20.4 are for the benefit of the
Financing Parties as well as the Parties hereto, and shall be enforceable by each. Seller hereby agrees
that none of the Financing Parties, or any bondholder or participant for whom they may act, shall be
obligated to perform any obligation or be deemed to incur any liability or obligation provided herein on
the part of the Buyer or shall have any obligation or liability to Seller with respect to this Agreement,
except as provided in Section 20.3 hereof and this Section 20.4.

20.5 The terms of this Agreement and of any Confirmation Notice entered into pursuant hereto,
including but not limited to the Price, the MDQ, the Delivery Period, the identified Transporter(s) and all
other material terms thereof shall be kept confidential by the Parties hereto, except to the extent that any
information must be disclosed to a third party for the purpose of transporting Gas subject to the
Agreement, to meet Commodity Exchange requirements or regulatory filing requirements where
necessary, in connection with the requirements of any of the Financing Parties or Financing Documents
or to meet any of the requirements of the financing or refinancing process; or to respond to an audit
request. As a condition of conducting an audit pursuant to Section 12.4, the auditing Party
acknowledges that the documents and records provided may contain proprietary or competitively
sensitive information, which the auditing Party shall treat as confidential and not use to compete with the
audited Party.

ARTICLE XXI - NON-RECOURSE OBLIGATIONS

Seller understands that Buyer is a Delaware limited liability corporation and agrees that (a) Seller
shall have no recourse against any participants in Buyer and its sole recourse shall be against Buyer
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and Buyer's assets, irrespective of any failure to comply with applicable law or any provision of this
Agreement; (b) no claim shall be made against any participants in Buyer in connection with this
Agreement, except that the participants may be joined as nominal parties for the purpose of enforcing
Seller's rights hereunder; (c) Selier shall have no right to any claim against Buyer for any capital
contributions from any participants in Buyer not yet due and owing; and (d) this representation is made
expressly for the benefit of the participants in Buyer.

ARTICLE XXII - MISCELLANEOQUS

221 Compliance with the confirmation procedures of Article IlII satisfies any "writing”
requirements imposed under the applicable law.

22.2 The Parties may supplement this Agreement with the EDI Trading Partner Agreement
endorsed by the Gas Industry Standards Board.

22.3 If any provision of this Agreement is determined to be invalid, void or unenforceable by
any court having jurisdiction, such determination shall not invalidate, void or make unenforceable any
other provision, agreement or covenant of this Agreement.

22.4 No waiver of any breach of this Agreement shall be held to be a waiver of any other or
subsequent breach.

22.5 All rights, duties and obligations arising under this Agreement shall be exercised and
discharged in good faith and in a commercially reasonable manner.

226 This Agreement sets forth all understandings between the Parties respecting each
transaction subject hereto, and any prior contracts, understandings and representations, whether oral or
written, relating to such transactions are merged into and superseded by this Agreement and any
effective Transaction Confirmation(s). This Agreement may be amended only in writing executed by
both parties.

22,7 The construction, interpretation, performance and enforcement of this Agreement shall be
governed by the laws of Ontario, excluding however, any conflict of laws rule, which would apply the
laws of another jurisdiction.

22.8 Each Party to this Agreement represents and warrants that it has full and complete
authority to enter into and perform this Agreement, including having obtained any regulatory authority
necessary to transact business under this agreement. Each person who executes this Agreement on
behalf of either Party represents and warrants that it has full and complete authority to do so and that
such Party will be bound thereby.
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‘IN WITNESS HEREOF, this Agreement may be exacuted in one or more counterpans, each of which
shall be deemed an original, end all of which together shall constitute one and the same instrument,
effective as of this 1® day of August, 1889, -

AGREED and ACCEPTED This 2T AGREED and ACCEPTED This 1 ™
Day of July, 18689. Day of July, 1898,

DUKE ENERGY MARKETING LIMITED PARTNERSHIP by =~ ANDROSCOGGIN ENERGY LLC by:
DUKE ENERGY MARKETING CANADA LTD., ite General -

Plrfn? y // f/

Title: /gsf/pp/;“ Title: PR EJL?/
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Print Date:

Deal Month: ’ )
tia 1D:
SCHEDULE A DEMLP Contrect
| NATURAL GAS TRANSACTION CONFIRMATION NOTICE 1
] R BUYER
Contagt ghone Eex Bhone Fax
Denis Marcoux 450-677.0100 450-677 0004 Scott Ebner 847.559.9800(342)  847-559-1805

The following confizms the verbal agreement reached berween representatives of the Buyer sad Seller identified herein, I theto term are
contrary to your uadesstanding of out agreement, please notify your DEMLP market representative vis facimile as soon as possible.

Your lack of notification by the closs of the second busines day following your receipt of this Natice thall consticute your acceptance of
the terms denoted herein,
4 This tranmction is subject to the terms and condinions of the DEMLP Gas Agreement made effective ) 1999

[ This truntection is subject to the terms aad conditions of the existing Agreement supplied by the BUYER made effective

[ This confirms a transction purruant to the general terms and conditions artached hereto

DEALID: Obligation: firm service
Stant End Palnt(s)_of
Date Date Dellvery Meter Station No. Quantity Price
As set forth In ' '
Article XVII1 ¢of the As sol forth In As ast forth in Section As set forth in
’ ’ Sections
Agresmant Section 2,13 and Section 8.2 0.2 of the Agreement 2.16,2.18,2.27 and
of the Agrasment Article V) of the
Agresment

AGREED
By:

(AC }nn mu/é_"a\y of July, 1990
il
For: " ks Ensr Morketing Canads L1, its Generol Pariner

10978

AGREED and ACCEPTED thisy” 2V > uly, 1889

By: _

o'
FReS'p 54
Thiel”

For: AvQ R Cogl i ENERGY Ll C
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Confirmation Notices/
Correspondence:

Invoices:

Payments:
(By Mail)

Payments:
(By Wire)

Gas Control:

The information specified above may be modified by written notice to the other Party's
Contract Administration Department.

SCHEDULE "B"

Androscoggin Energy LLC

650 Dundee Road, Suite 350
Northbrook, IL 60062

Attention: Fuel Supply Associate

Aftention: Fuel Supply Associate

Androsceggin Energy LLC

650 Dundee Road, Suite 350
Northbrook, IL 60062

Attention: Fuel Supply Associate

Aftention: Fuel Supply Associate

To be provided by October 1, 1999

Attention:

To be provided by October 1, 1999

Attention:

Androscoggin Energy LLC
650 Dundee Road, Suite 350
Northbrook, IL 60062

Attention: Fuel Supply Associate
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o UNITED STATES OF AMERICA A RGETE
DEPARTMENT OF ENERGY 0 P w20

OFFICE OF FOSSIL ENERGY

)
ANDROSCOGGIN ENERGY LLC ) FE DOCKET NO. 97-94-NG

)

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

DOE/FE ORDER NO. 1352-A

On September 27, 1999, Androscoggin Energy LLC (Androscoggin) filed an application
with the Office of Fossil Energy (FE) of the Department of Energy (DOE), under section 3 of the
Natural Gas Act (NGA), 15 U.S.C. § 717b, and DOE Delegation Order Nos. 0204-111 and
0204-127, requesting two amendments to its long-term import authorization issued on
January 14, 1998 DOE/FE Order No. 1352 (Order 1352), 1 FE § 71,515, authorized
Androscoggin to import up to 16.01 billion cubic feet of natural gas per year from Canada over a
10 year period commencing November 1, 1998, through October 31, 2008, or for 10 years after
the commencement of deliveries if deliveries begin after November 1, 1998. Androscoggin is
authorized to import the gas at the proposed interconnection of the TransQuebec and Maritimes
Pipeline and the Portland Natural Gas Transmission System near Pittsburg, New Hampshire,

. pursuant to the terms and conditions of five gas purchase agreements with the following suppliers:



v,
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AltaGas Services Inc. (executed April 22, 1997); Beau Canada Exploration Ltd. (executed
January 27, 1997, as amended June 30, 1997); Producers Marketing Ltd. (executed February 12,
1997); Renaissance Energy Ltd. (executed March 11, 1997); Rio Alto Exploration Ltd. (Rio
Alto)executed May 24, 1997).

Androscoggin requests authority to import the gas pursuant to the terms of a new gas
purcha;se agreement with Duke Energy Marketing Limited Partnership dated August 31, 1999.
The sale agreemenf replaces the canceled gas purchase agreement between Androscoggin and Rio
Alto. Androscoggin also requests additional import point flexibility.

The application for amendment filed by Androscoggin has been evaluated to determine if
the proposed import arrangement meets 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 or export of natural gas fror‘n a nation with which there is in effect a free trade
agreement requiring national treatment for trade in natural gas is deemed to be consistent with the
public interest and must be granted without modification or delay. The authorization sought by
Androscoggin to amend its current 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.

ORDER
Pursuant to section 3 of the Natural Gas Act, it is Ordered that;
A. DOE/FE Order No. 1352 (Order 13‘52) issued on January 14, 1998, is amended to

authorize Androscoggin to import natural gas from Canada pursuant the terms and conditions of



R
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its new gas purchase agreement with Duke Energy Marketing Limited Partnership in lieu of its
canceled gas purchase agreement with Rio Alto Exploration Ltd.

B. The gas authorized pursuant to Androscoggin’s five gas purchase contracts may be
imported at any United States/Canada border point.

C. All other terms and conditions contained in Order 1352 shall remain in full force and

effect.

Issued in Washington, D.C., October / é,: 1999,

ey 4 -’/-- /
ﬂffbrd P. Tomaszewski
Manager, Natural G ulation

. Office of Natural Gas & Petroleum
Import and Export Activities

Office of Fossil Energy
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Androscoggin Energy LLC

650 Dundes Road tel 847 559 9800 WWW.SKyQ E?y
Suite 350 fax 847 559 1805 e w % FE
Northbrook, lllinois

60062 #9150 1S P WIS

November 13, 1999

The Office of Natural Gas & Petroleum Import and Export Activities
Fossil Energy

Room 3F-056, FE-34, Forrestal Building

Forrestal Building

1000 Independence Avenue, S.W.

Washington, D.C. 20585

Subjept: DOE/FE Order No.{]’352

To Whom it May Concern:

Pursuant to Paragraph B of DOE/FE Order No. 1352, Andgesctoggin Energy LLC hereby provides
notification that import activity began under DOE/FE Order No. 1352 on November 1, 1999,

If you have any questions, please call me at {(847) 559-9800 Ext. 342.

Sincerely,

Androscoggin Energy LLC

by Polsky Energy Corporation of Maine, Inc.
its Managing Membaer

Lo

Scott Ebner
SE

File: AND: GP




