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Dcar Mr. Glynn:

Please find enclosed an original and 15 copics of the Application of Boston Gas Company
for Authorization to Import Natural Gas from Canada. Also, please find enclosed a check in the
amount of $50.00 payable to Treasurer of the United States in payment of the filing fee.

Please contact me 1n the cvent that you have any questions regarding the enclosed
Application.

Very,truly yours,
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Gearold L. Kno»;flcs
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FROM CANADA

Communications with respect to this Application should be addressed to:

Mr. William R. Luthern

Vice President, Gas Resources
Boston Gas Company

One Beacon Street

Boston, MA 02108

{617) 723-5512, Ext. 2248

December 8, 1998

Gearold L. Knowlcs

Schiff Hardin & Waite

1101 Connecticut Avenue, N.W.
Suite 600

Washington, DC 20036
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UNITED STATES OF AMERICA
Before the
DEPARTMENT OF ENERGY
OFFICE OF FOSSIL ENERGY

)
Boston Gas Company ) Docket No. FE98-ZKNG

APPLICATION OF BOSTON GAS COMPANY
FOR AUTHORIZATION TO IMPORT NATURAIL GAS
FROM CANADA
Pursuant to Section 3 of the Natural Gas Act (“NGA™), 15 U.S.C. § 717b, Part 590 of the
Regulations of the Department of Energy (“DOE”), Office of Fossil Energy (“FE”), and Section 201
of the Energy Policy Act of 1992 (“Energy Policy Act”), Boston Gas Company (“Boston Gas”)

hereby submits the instant application for blankct authorization to import natural gas from Canada.

In support of this Application, Boston Gas respectfully shows as follows:

I
GENERAL
Correspondence and communications regarding this application should be addressed to

the following;:

Mr. William R. Luthern Gearold L. Knowles

Vice President, Gas Resources Schiff Hardin & Waite

Boston Gas Company 1101 Connecticut Avenue, N.W.
Onc Beacon Street Suite 600

Boston, MA 02108 Washington, DC 20036

(617) 723-5512, Ext. 2248 (202) 778-6400




1.
BACKGROUND
Boston Gas is a corporation organized under the laws of the Commonwealth of
Massachusetts, with its principal place at Onc Beacon Street, Boston, Massachusetts 02108. The
parent company of Boston Gas 1s Eastern Enterprises, an unincorporated voluntary association
(commonly referred to as a Massachuseltts business trust). Boston Gas is engaged in the distribution
and sale of natural gas to approximately 540,000 residential, commercial and industrial customers

in the city of Boston and 73 other cities and towns in eastern Massachusetts.

II.
AUTHORIZATION REQUESTED

By the present Application, Boston Gas requests long-term authorization to import natural
gas from Canada. Boston Gas intends to purchase up to 43,200 Mcf/day of Sable Island gas supplies
for exght years beginning November 1, 1999. Boston Gas plans to use the imported natural gas as
part of its gas supply portfolio. This purchase is the result of a restructured agreement, Natural Gas
Sales - Amending Agreemcent, between Imperial Oil Resources Limited (“Imperial”) and Boston
Gas, replacing a previous agreement scheduled to expire March 31, 2007, under which Boston Gas
purchased from Impecrial 35,000 Mcf/day of Alberta Gas supplics transported to the United
States/Canadian border. Exhibit B to this Application is a copy of the Natural Gas Sales - Amending

Agreement ("Amending Agrecement").




As indicated above, the supplier of the natural gas to be imported is Imperial, an Alberta

limited partnership with its principal place of business in Calgary, Alberta. The pipeline transporter
in the United States will be Mantimes & Northeast Pipeline. The point of entry will be the
interconnection between Mantimes & Northeast-Canada and Maritimes & Northcast-U.S. near
Baileyville, Maine.

The natural gas will be delivered to Boston Gas in Canada, at the outlet of the Sablc Offshore
Energy Project (“SOEP”} plant gate near Goldboro, Nova Scotia and delivered to Dracut,
Massachusetts via Maritimes & Northeast-Canada and Maritimes & Northeast-U.S. Boston Gas and
Imperial are jointly petitioning the National Energy Board in Canada for export authorization with
respect to the natural gas supply.

Under the Amending Agrecement, Boston Gas is obligated to purchase Imperial’s share of
SOEP production, not to exceed 43,200 Mcfon any day. The base price for all volumes is the higher
of the Henry Hub first of the month index as reported in Inside FERC's Gas Market Report, minus

$0.15, or the SOEP Market Price, if such an index develops.

IV.
D ENT
The following supporting documents are attached to this Application:
1. Exhibit A: Opinion of Counsel;
2. Exhibit B: Natural Gas Sales - Amending Agreement, datcd November 12,

1997;




3. Exhibit C: Natural Gas Sales Agrcement, dated May 1, 1998, including
Natural Gas Salcs Amending Agreement, dated October 30, 1992;

4, Exhibit D: Precedent Agreement for Firm Transportation of Natural Gas
with Maritimes & Northcast Pipeling, including a letter dated June 24, 1998
adjusting the MDQ to 43,200 Dckatherms; and

5. Exhibit E: Order of the Massachusetts Department of Telecommunications
and Encrgy approving the November 12, 1997 Amending Agreement, issucd

December 19, 1997, in D.P.U./D.E.97-104.

V.
PUBLIC INTEREST
The Energy Policy Act provides that the importation of natural gas from a nation with which
there is in cffect a free trade agreement shall be deemed to be within the public interest, and
applications for such importation shall be granted without modification or delay. Because Boston
Gas’ application is for the importation of natural gas from Canada, a nation with which the United
States has a free trade agreement, Boston Gas submits that its Application is within the public

interest.

VI

ENVIRONMENTAL IMPACT

No new facilities will be constructed by Boston Gas in the United States for the proposed

importation of natural gas. As indicated above, the natural gas will be transported in the United

4



States by Maritimes & Northeast Pipclinc. Boston Gas has been informed that Maritimes &
Northeast Pipeline is presently constructing pipeline facilities in the United States. Consequently,
granting this Application will not be a federal action significantly affecting the quality of the human
environment within the meaning of the National Environmental Policy Act, 42 U.S.C. § 4321, er seq.

Therefore, an environmental impact statcment or environmental assessment is not required.

VIL
REPORTING REQUIREMENTS
With respect to all imports of natural gas made pursuant to the authorization requested herein,
Boston Gas will undertake to file with thc DOE/FE such reports as may be required. Boston Gas
will notify the DOE/FE in writing of the date of the first delivery of natural gas imported under the

requested authorization within two weeks of such delivery.

VIIL
NCLUSION
WHEREFORE, for the forcgoing reasons, Boston Gas respectfully request that the DOE/FE
expeditiously consider this Application and, pursuant to Section 3 of the NGA and Section 201 of

the Energy Policy Act, grant the requested long-term authonzation for the importation of natural gas.




. Boston Gas submits that granting the requested authonzation would not be inconsistent with the

public interest.

Respectfully submitted,

tl7 Ern ]

Gearold L. Knowles

Schiff Hardin & Waite

1101 Connecticut Avenue, N.W,
Suite 600

Washington, D.C. 20036

(202) 778-6446

Attorney for Boston Gas Company
Dated: December 8, 1998

SSDCT:IR301.1 12.08.98 13.45
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- EXHIBIT A -

2cston Gas Compuny
Qre Beacon Street
Boston, Massatchuselts 02108

A

| X
4 Bostongas s
Eastein Enterpilses

Catherine L. Nesser
Assoc.ite Gemendl Counse’

September 2, 1998

William R. Luthern

Vice President Gas Resources
Boston Gas Company

One Beacon Street

Boston, Massachusetts 02108

Dear Mr. Luthem:

You have informed me that the Company proposes to apply to the Department of

Energy Office of Fossil Energy, pursuant to Section 3 of the Natural Gas Act for

blanket authorization to import from Canada up to 43,200 Mmbtu/day of natural

gas during an eight year period from November 1, 1999 through March 31, 2007.

For purposes of Exhibit A to the Application of Boston Gas Company for Blanket

Authorization to Import Natural Gas form Canada, as prescribed by 10 C.F.R.
. 590.202, my opinon is as follows:

(1) Boston Gas Company is a corporation duly organized, validly existing,
and in good standing under the laws of the Commonwealth of
Massachusetts;

(2) Boston Gas Company is in compliance in all material respects with
applicable rules and regulations of state regulatory authorities in the state
in which it operates; and

(3) The proposed importation and exportation of natural gas as set forth in
said Application is within the corporate powers of the Company.

atheri : L. Nesser
Associate General Counsel
Boston Gas Company

CLN/dmo

g/shared/iolexhb.doc
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TURAL GAS SALES . AMEN WMM%%EEKLRY
THIS AGREEMENT, made as of the Effective Date, P iz 5 l ISE D F ROM
BETWEEN: i CLOSURE

IMPERIAL OIL RESOURCES, an Alberta limited parmership,
with its principal place of business in Calgary, Alberta ("Seller”)

and

BOSTON GAS COMPANY, a Massachuserts Corporation with
its principal place of business in Boston, Massachusens ("Buyer").

WHEREAS the partes desire to amend the Gas Contract to reflect the new supply,
ransportanon, and pricing arrangements set forth in this Agreement;

WHEREAS the Western Canada gas supply and the transportation on the NOVA, TCPL,

Iroquois and Tennessee pipeline systems associated with the Gas Contract shall be replaced by
SOEP gas supply and related transportaton;

WHEREAS the iming and details of these resmructured supply and transportaton arrangements
are as set out herein and will apply prior to and following the commercial start-up of SOEP gas
producton and the operation of a pipeline system(s) allowing deliveries from the SOEP gas plant
located at or near Goldbore, Nova Scotia to Dracut, Massachusetts;

AND WHEREAS it is the intention of the parties that, upon MDPU Approval, the Amended Gas

Contract will be given full force and effect thereby providing certainty and predictability of the
commercial arrangements provided for therein for its full term.

NOW, THEREFORE in consideration of the premises and mumal covenants herein contained,
the parties agree as follows:

1. Definitions

1.1 Capitalized terms used in this Agreement which are not defined herein shall have the
meanings given to them in the Gas Contract

.2 The following definitions, contained in the Gas Contract, are deleted: Secton 1.1{(c)(i), (ii)
and (ui) “Base Gas”; Secton 1.1(j) “Commodity Charge”; Section 1.1(k) “Consumption
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Market”; Section 1.1(m) “Contract Year”: Section 1.1(p) “Daily Underdelivery”; Section
L.I(r) “Demand Charge” or “Demand Charge Components” or ‘“Canadian Monthly
Demand Charge”; Section 1.1{u) “Excused Performance”; Section 1.1{v) “Fim
Consumption Market”; Section 1.1(w) “Firm Direct Sale™; Section 1.1(ff) “Maximum Daily
Quantity” or “MDQ"; Secton 1.1(gg) “Minimum Quarterly Quantity™; Section 1.1(hh)
“Minimum Take Deficiency™, Section 1.1{mm) “Non-Excused Performance”; Section
1.1(kk) “New Base Price”; Section 1.1(co)(i), (i) and (iii) “Offset Demand Charges™;
Section 1.1(pp) “Performance Calculation™; Section 1.1(uu) “Replacement Gas Supply™;
Section 1.1(yy) “Spare Capacity”; Section 1.1(ddd) “Total Usage™; Section 1.l(eee)
“Transportation Charge”; Section 1.1(fff) “Unit Cost Difference™ and Section 1.1(ggg)(1),
(i1), (iii), (iv) and (v) “Unpurchased Gas™,

1.3 Section 1.1(g) “Canadian Transporter(s)” of the Gas Contract is amended by adding “or
M&NP"” to the end of the section.

1.4 The definiton of “Commencement of Firm Deliveries” in Section 1.1(1) of the Gas Contract
is deleted and replaced with “Commencement of Firm Deliveries means the first date on

which commercial deliveries of Seller’'s Gas from SOEP are received at Dracut,
Massachusetts'

1.5 Secwmon 1.1(1) “Contract Amount” is amended by deleting the phrase “and shall be
comprised of the Transportation Charge and the Commodity Charge™.

1.6 The definidon of “Point of Delivery” in Section 1.1(qq) of the Gas Contract is deleted and
repiaced with the following:

(1) Undl the Commencement of Firm Deliveries there is no point of delivery as Seller
will have no natural gas supply obligations prior to this date.

(1) Following the Commencement of Firm Deliveries point of delivery will be the
point of interconnection berween the outlet of the SOEP process plant located at
or near Goldboro, Nova Scotia and the inlet to the M&NP pipeline system,
through which Gas will be transported to Dracut, Massachusetts.

1.7 Section 1.1(hhh) “United States Transporter(s)” of the Gas Contract is amended by
deleting the phrase “on the pipeline system of Champlain or other pipelines”.

1.8 The following defined terms are added:
@) “Agreement” means this amending agreement.
(ii) “Amended Gas Contract” means the Gas Contract as amended by this Agreement

(1) “Billing Month™ has the meaning set forth in Section 8.4 below.
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(iv)  “Daily Contract Quantity” or “DCQ"” means the daily volume of Gas, from any
source, delivered to Buyer by Seller at the Point of Delivery following the
Commencement of Firm Deliveries. The DCQ shall not be less than Seller’s share
as it exists from tme to tme of Seller's daily SOEP Gas producton, but in no
circumstances shall the DCQ be greater than the Max DCQ. To the extent there is

a Shortfall on any Day, Buyer has the right to purchase the Shortfall from a third
party.

o

V) “Daily Undispatched Quantity” has the meaning set forth in Section 5.4 below.
(vi) “Deficiency Quantity” has the meaning set forth in Section 5.5 below.

(vil)  “Effective Date” means the later of November 1, 1997, or, the first Day of the
month following MDPU Approval.

(vii) “Force Majeure™ has the meaning set forth in Secton 6.2 below.

(ix)  “Gas Contract” means the existing natural gas sales agreement between the parties,
or their predecessors, entered into on May 1, 1989, as amended on October 30,
1992 and by amendment dated October 28, 1997.

(x) "Max DCQ" means the maximum level of the DCQ, corresponding to the SOEP
Interest, as determined in accordance with Schedule "B", attached hereto and
forming part of this Agreement

(x1) “M&NP" means Mariimes and Northeast Pipeline, L.L.C., a limited liability
cornpany formed under the laws of the state of Delaware, or Maritimes &
Northeast Pipeline Limited Parmership, a limited parmership formed under the
laws of the province of New Brunswick, or both of them.

(xi1) “MDPU" means the Massachusetts Departumnent of Public Utilides.

(xiii) “MDPU Approval” means approval of this Agreement by the MDPU in form and
substance acceptable to both parties, such acceptability to be communicated by

each party to the other within five (5) business days following receipt of such
approval.

(xav) “Price Difference” means the difference between CP2 and the volume weighted
average price received by Seller for the Daily Undispatched Quantity or the
Deficiency Quandty, as applicable.

(xv)  “SOEP" means the Sable Offshore Energy Project comprising the projcci lands set
out in Schedule A, attached hereto and forming part of this Agreement.
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(xvi) "Shortfall” means the positive difference, if any, resulting from subtracting the
DCQ from the Max DCQ, on any Day.

(xvi)) “SOEP Interest” means Seller’s, or its Affiliates’, actual working interest in SOEP,
as provided for, upon the execution of the ownership and operating agreements
currently being negotiated among the SOEP Owners.

(xviii) “SOEP Market Price” has the meaning set forth in Section 7.6(ii) below.

(xix) “SOEP Owners” means the owners of SOEP as they may exist from time to time,
including assigns and successors. As of the date of execution of this Agreement
the SOEP Owners are Seller, or its Affiliate, Mobil Qil Canada Properdes, Shell
Canada Limited, and Nova Scotia Resources (Ventures) Limited, and if applicable,
Mosbacher Operating Lid.

(xx)  “Straddle Plant” has the meaning set forth in subsection 11.3.1 below.

(xx1)  “Third Party™ has the meaning set forth in Section 11.3 below.

Intentions of the Parties

Artcle IT of the Gas Contract is deleted and replaced with Articles 2 and 3 of this
Agreement.

Except for matters concering the enforcement of the Amended Gas Contract, Buyer and
Seller agree to not inidate, support or voluntarily participate, directly or indirectly, in any
processes or actuvities which could reasonably be andcipated to threaten, obstruct or

otherwise interfere with the performance of the Amended Gas Conract, throughout 1ts
term.

Regulatorv

Buyer will, in good faith, proceed diligently and expeditiously in taking all steps as are
reasonably necessary to obtain MDPU Approval of this Agreement.

Notwithstanding anything in the Gas Contract or this Agreement, except Sections 3.1 and
3.4 herein, this Agreement is subject to MDPU Approval. If MDPU Approval is not
received, the Gas Contract will continue to rernain in full force and effect for the duration
of 1ts term, unaltered by this Agreement. Buyer and Seller further agree that if MDPU
Approval is not received, such non-approval shall not be, or be deemed to be, an Order, as

defined in Sectdon 16.2(a) of the Gas Contract, for the purposes of Secton 6.7(b) of the
Gas Contract.

oNawishalaganiagreermis\boston 12 .doc 19.03.08
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3.4

5.3

Following MDPU Approval, Bu.yer and Seller agree:

(1) to proceed in good faith in performing their respective obligations as set out or
contemplated in the Amended Gas Contract, throughout its term;

(1) that Seller will take all steps as are reasonably necessary 10 amend or rescind, as
appropriate, the existing export license and removal permit; and,

(i)  subsequently to jointly apply for and hold any new NEB export license and
removal permit, as may be required.

Buyer and Seller agree that each of them shall diligently and expeditiously take all steps
and do such things as are reasonably necessary in applying for and obtaining any and all
license and/or regulatory amendments, revisions, permits, approvals or authorizations as
may be required to give effect 1o the provisions of this Article 3, and the parties agree to
cooperate with, and support, each other in this regard.

Term of Agreement

Article TH of the Gas Contract is deleted and replaced by this Article 4.
The Amended Gas Contract becomes effective on the Effective Date.

The Amended Gas Contract expires on March 31, 2007.

Quantity

Articles IV and V of the Gas Contract are deleted and replaced by the provisions of this
Article 5.

During the term of the Amended Gas Contract prior to the Commencement of Firm
Deliveries, Seller shall have no natural gas supply or transportarion obligations under the
Amended Gas Contract. Notwithstanding the above, during this period Buyer shall pay
Seller on deemed delivered volumes in accordance with the terms of Section 7.2 below.

Subject to the provisions of this Artcle 5, effective with the Commencement of Firmn

Deliveries, Seller shall deliver and sell and Buyer shall receive and purchase the DCQ at
the Point of Delivery.

5.3.1 If Seller cannot deliver any portion of the DCQ due to an event of Force Majeure,
Seller shall so notify Buyer in accordance with the provisions of Section 6.3 below.
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5.3.2 Subject to the provisions of subsection 5.3.3 below, to the extent Seller is aware
that the DCQ will be less than the Max DCQ, Seller shall notify Buyer of expected
Shortfall as soon as is reasonably practicable,

5.3.3 On those Days when third party purchases by Seller constitute a portion of the
DCQ, and to the extent the DCQ is still expected to be below the Max DCQ,
Seller shall notify Buyer of the expected Shortfall no less than five (5) business

" days prior to the Day in which the Shortfall is expected to occur.

5.4  To accommodate Buyer's least cost economic dispatch requirements, Buyer has the right
on any Day to purchase quantities of Gas below the DCQ subject to the conditions
outlined in subsection 5.4.1 through 5.4.3 below. The difference between the DCQ and
the volume actually taken by Buyer each Day is the "Daily Undisparched Quantity”.

5.4.1 On each and every day that a Daily Undispatched Quantty occurs. Buyer shall
make available 1o Seller, Buyer's transportation from the Point of Delivery to
Buyer's distribution system at no cost to Seller for the purpose of disposing of the
Daily Undispatched Quantry. Seller shall use reasonable efforts to sell the Daily
Undispatched Quantity at the most favourable price available to Seller using the
Buyer's transportation as required.

5.4.2 In the event the volume weighted average price realized by the Seller at the Point
of Delivery in selling the Daily Undispatched Quantity is less than CP2, as defined
in Section 7.6 below, during a month, Buyer shall pay Seller for that month an
amount equal to the sum of the products of:

(a) the Daily Undispatched Quantity in each Day of the month; and,
{b) the Price Difference.

5.4.3 In the event the volume weighted average price realized by the Seller at the Point
of Delivery in selling the Daily Undispatched Quantity is greater than CP2, as
defined in Section 7.6 below, during a month, Seller shall pay Buyer for that month
an amount equal to the sum of the products of:

(a) the Daily Undispatched Quantty in each Day of the month; and,
d) the Price Difference.

5.5  If Buyer purchases on any Day a daily quantity of Gas less than the DCQ pursuant to
Section 5.3 above for any reasons other than Force Majeure, as defined in Section 6.2
below, or Buyer's economic dispatch requirements pursuant to Secton 5.4 above, then
Buyer shall pay Seller for that month an amount equal to the sum of the products of:

(1) the difference between the DCQ, and the volume acmally taken ("Deficiency

Quanunty”} in each Day of the month; and,
(i1) the Price Difference.
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For the purposes of Sectons 5.4 and 5.5:

() Seller shall use all reasonable efforts to mitigate the Price Difference; and,

(1) Buyer shall pay Seller for any incremental expenses reasonably incurred by Seller
in selling the Daily Undispatched Quantdty or the Deficiency Quandty, as
applicable.

Force Majeure

Arucle XV of the Gas Contract is deleted and replaced with the following provisions.

Force Majeure means, except for and subject to the exclusions outlined below, acts of
God, strikes, lockouts, or industial disputes or disturbances, riots, civil disturbances,
interruptions by government, compliance with any court order, law, statute, ordinance or
regulation promulgated by a governmental authority having jurisdiction, the Nova Scoda
government taking its royalty share of natural gas in kind, failure of transporation
pipeline, failure of gas processing plant, failure of gas gathering system, failure of gas
production facilites, required plant shut-downs for maintenance, or any other cause not
reasonably within the control of the party claiming Force Majeure and which by the
reasonable exercise of due diligence of such party could not have been prevented or is
unable to be overcome. Force Majeure specifically excludes:

(1) loss of markets:

(1) increases or decreases in the market price of natural gas;

(ii)  the loss, interruption, or curtailment of interruptible transportation;

(iv)  actions of Canadian or U.S. Regulatory Authorities of the types contemplated
under Artcle XVI of the Gas Contract; or,

) lack of funds.

6.3 In the event either party hereto is rendered unable by reason of Force Majeure to carry out

its obligations, upon such claiming party giving notice to the other party with full
partculars of such Force Majeure as promptly as is reasonably practicable after the
occurrence of the event, the obligatons of the claiming party occasioned by, or in
connection with, or i consequence of the Force Majeure shall be suspended for the
duration of the Force Majeure event. A party claiming Force Majeure shall attempt to
remedy the Force Majeure as soon as is reasonably possible. Nothing in this Articie 6 shall
relicve a party of the obligation to make any outstanding payments due under the Amended
Gas Contract. As soon as possible after the Force Majeure has been remedied, the party
claiming suspension shall give notice that the Force Majeure has been remedied and the
party has resumed or will resume the performance of its obligations.
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Commodity Price

Secdons 6.1 and 6.3 of the Gas Contract are deleted. In addition, the pricing provisions

of subsections 6.4(a) and 6.4(b) of the Gas Contract are deleted and replaced by the
following provisions.

During the term of the Amended Gas Contract from the Effective Date and continuing
until the Commencement of Firm Deliveries, Buyer shall pay Seller the difference between
CP1 and P2 based on a deemed natural gas volume of 38000 MMBtu/day, where

CP1 = [0.75 x P1] + [0.25 x P2], where P1 and P2 are defined as follows:

Pl = the Henry Hub first of month index as reported in Inside F.E.R.C.’s Gas
Market Report in units of US$/MMB less $0.26 US/MMBw.

P2

the Monthly Alberta Spot Price where the Monthly Alberta Spot Price is
the price index for firm one month inwa-Alberta gas deliveries as published
in the Canadian Gas Price Reporter under the heading "AECO & N.LT.
One Month Spot” in units of C$/G. This price shall be converted to
US3/MMB1u using the average monthly noon-day exchange rates as

published by the Royal Bank of Canada and an energy conversion factor of
1.054615 GJ/MMB1u.

Norwithstanding anything in the Amended Gas Contract except Section 3.2 of this
Agreement, the pricing and payment obligations of Buyer outlined in Section 7.2 above
shall endure and continue in force and effect notwithstanding Seller being unable to deliver
the DCQ for any one or more of the following, or similar, reasons:

(1) project schedule delays to the commercial start-up of SOEP facilities or the
M&NP pipeline system to Dracut, Massachusezts, for any reason;

()  failure of any governmental or regulatory body, having jurisdiction, to approve any
required amendments to existing export or impon licenses or authorizations held
pursuant to the Gas Conrract;

(i)  cancelladon of any export or impon license or authorization, held pursuant to the

Gas Contract or the Amended Gas Conwact, by any governmental or regulatory
body having jurisdiction;

(iv)  failure of any governmental or regulatory body, having junisdicdon, to approve the
export or import of SOEP Gas;:

(v) fallure 1o obtain any governmental or regulatory approvals for SOEP on terms
acceptable to the SOEP Owners;
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(vi)  failure to obtain any governmental or regulatory approvais of the M&NP pipeline
system(s) necessary (o enable commercial delivery of Gas from the SOEP piant
gate to Dracut, Massachusetts;

(vii) the SOEP Owners determine that SOEP narural gas reserves are no longer
commercially economic to recover or produce;

(vili)- failure to obtain Seller's, or its Affiliates’, final management approval to proceed
with SOEP; or

(ix)  subject to Sectons 7.4 and 7.5 below, the divestment or transfer of the SOEP
Interest.

Subject to Section 7.5 below, if the SOEP Interest is divested or transferred to a third
party, Buyer shall have the right to elect to have the remaining term of the Amended Gas
Contract assigned 10 the said third party, provided Seller is notified by Buyer of its

elecion within fifieen (15) days following notfication by Seller 1o Buyer of the planned
divestment or wransfer, as applicable.

If any or all of the SOEP Interest is divested or wransferred, for any reason, to one or more
of the other SOEP Owners, and Buver elects to have the remaining term of the Amended
Gas Contract assigned to the applicable SOEP Owner(s) pursuant to Section 7.4 above,
and if as a result of such divestment or wansfer Seller does not obtain sufficient
consideraton from the said SOEP Owner(s) to fully compensate Seller for the full value of
the remaining term of the Amended Gas Contract, Buyer agrees to indemnify and keep
Seller whole to the full extent of the deficiency. For purposes of this Section 7.5, full
value of the remaining term of the Amended Gas Contact shall mean the net present
value, using a discount rate of six (6) percent, of any remaining payments due from Buyer
to Seller assuming full performance under the Amended Gas Contract by both partes.

Subject to Article 10 below, from the Commencement of Firm Deliveries unil the
expiration of the Amended Gas Contract, the commodity price ("CP2") of volumes of Gas
sold and purchased under the Amended Gas Contract, including fuel gas consumed in the

pipeline compressors downsweam of the Point of Delivery, shall be, in units of
US$/MMBuu, the higher of:

(1) HH - BD, where HH and BD are defined as follows:

HH = Henry Hub first of month index as reported in Inside F.ER.C's Gas
Market Report,

BD = as set out in Schedule B, attached hereto and formung part of this
Agreement; or,

oNaw\shalagantagreemis\bostoni 2. doc 19.03.08
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(1) the "SOEP Market Price”, defined as the prevailing market price at the SOEP plant
gate as represented by the average of all first of month price indices published for
this location. In the event that no first of month price index develops for the
SOEP plant gate location then CP2 is defined by item (i) in this Section 7.6.

In the event any one of the published price indices referenced in this Article 7 is not
available or ceases to exist, Buyer and Seller agree to act in good faith to select a
reasonable replacement price index as required. Should the partes fail to agree on a
replacement price index, either party may, by giving written notice to the other, submit the
matter to arbitration in accordance with the arbitration provisions of Sections 6.6(b) and

6.6(c) and Artcle XVII of the Gas Contract and Article 10 of this Agreement, as
applicable.

Pavments

Any and all amounts payable arising out of the Amended Gas Contract shall be made in

accordance with the provisions of Article VII of the Gas Contract as amended by this
Article 8.

Sectons 7.1 through 7.3 of the Gas Contract are deleted and replaced with the following
provisions.

Section 7.4 of the Gas Contract is amended by deleting the reference to “Subsection 20.2”
in the tenth line and replacing it with “Section 5.3 of the Agreement”.

As of the Effective Date, Seller shall, on or before the 15th Day of each Month (a "Billing
Month"), render 1o Buyer a statement showing the deemed quandty of natural gas
pursuant to Section 7.2 above, or the actual quantity of Gas delivered during the
preceding Month at the Point of Delivery, pursuant to Section 5.3 above, as applicable,
and the amounts payable based on the applicable commodiry prices pursuant 1o Article 7
herein. The statement shall also include and describe all other applicable charges or
credits, as applicable, pursuant to the Amended Gas Contract.

Buyer shall make payment within ten (10) Days following receipt of the siatement
described in Section 8.4 above, or by the 25th Day of the Billing Month, whichever is
later. Any adjustments necessary to reflect actual deliveries or otherwise shall be made in
the following Monthly statement, if possible, or within the period provided in Section 7.5
of the Gas Contract in any event.

Waiver of Financial Keep Whole Provisions and Indemnification

Arncies XTIV and XX of the Gas Contract are deleted.

19.03.08
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As of the Effective Date, all supply assurances and associated commodity keep whole
obligations contained in the Gas Contract will terminate. For greater certainty, under the
Amended Gas Contract Seller's only natural gas supply obligaton will be to deliver the
DCQ, subject to Sections 5.3 and 7.3 above.

As of the Effective Date and prior to the Commencement of Firm Delivenies, Seller shall
have no obligations to pay transportation demand charges, or transportation charges of
any kind, in conjunction with the Amended Gas Contract, except that from and after the
Commencement of Firm Deliveries Seller shall be responsible for all transportation charges
necessary to deliver the DCQ to the Point of Delivery.

Buyer shall indemnify and save Seller harmiess against all third party actons, proceedings,
claims (including claims of third parties for consequennal damages), debts, demands,
losses, costs, damages, expenses and liabilities which may be brought against or suffered
by Seller or which it may sustain, pay or incur by reason of Seller not delivering Gas, so
long as Seller is in compliance with its obligations under the Amended Gas Contract, or

any reason whatsoever or by reason of personal injury or property damage sustained after
Gas is delivered to the Point of Delivery.

Damages and costs resulting from Buyer purchasing on any day a daily quandty of gas less
than the DCQ are limited to those set forth in the Amended Gas Contract. Damages and
costs for other actions or non-actons are as specified or contemplated in the Amended
Gas Contract. In no event shall either party be liable to the other for consequental,

special, or puninve damages of the other party regardless of breach of the Amended Gas
Conrract.

Price Reopener

Section 6.6(a) of the Gas Contract is deleted and replaced by this Artcle 10.

In order to inidate the next and only other price renegonation for CP1 and CP2, as
applicable, Buyer shall provide notce to Seller during the period between June 1, 2002,
and June 30, 2002, with any changes pursuant to the renegotiation to become effective on
November 1, 2002. The price renegotiation shall be completed within 60 days of receipt
of such notice. Norwithstanding the above, in no event shall this price renegotiation cause
a decrease in BD. If the parties do not agree upon a renegonated price within the said 60
day period, either party may, by giving written notice to the other, prior 1o November 1,

2002. submit the matter to arbitration in accordance with the provisions of the Amended
Gas Contract.

Throughout Sections 6.6(b} and 6.6(c) of the Gas Contact the phrase "Gas being
purchased on a competitve basis in Massachusetts under long term firm contracts™ shall
be amended to read "Gas being purchased from the U.S. Gulf Coast supply region on a
compenuve basis in Massachusetts under firm contracts of term length of one year and
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greater”. In the absence of a threshold volume of 100,000 MMBru/day of such firm
contracts of term length of one year or greater available in a form reasonably suitable for
use in the arbitration process as envisioned by Section 6.6 of the Amended Gas Contract,
the commodity price of Gulf Coast gas supplies in Massachusetts for the purposes of the

arbitration process as envisioned by Secton 6.6 of the Amended Gas Contact shall be
equal to the sum of:

(1) - the arithmedc average variabie transportaton costs, including the cost of fuel gas,
incurred in delivering Gulf Coast gas to Boston by way of the following routes:
(a) Tennessee Gas Pipeline Company; and, (b) Texas Eastern Transmission
Corporation and Algonquin Gas Transmission Company; and,

(i)  thearithmetic average of the first of Month indices as published in Inside
FER.C.'s Gas Market Report for the following six locations: Tennessee Gas
Pipeline Company Zones O and 1; and the Texas Eastern Transmission
Corporadon’s Zones STX, ETX, WLA and ELA.

In establishing the average variable transportation costs pursuant to subsection 10.3(i)
above, the arbitrator shall take into account the effecis of differing rate designs on the
SOEP and Gulf Coast pipelines. Modified fixed variable rate designs, wherein fixed
pipeline costs become included in the commodity component of the Tansportation toll,
should not be compared with straight fixed variable designs, wherein fixed pipeline
charges are not included in the commodity component of the ransportation toll. This is to
ensure that neither SOEP, nor Gulf Coast supply, are unfairly disadvantaged by such rate

design characteristics in the competitive comparison contemplated under Sectdon 6.6 of
the Gas Conrract.

Throughout Sectons 6.6(b) and 6.6(c) of the Gas Conrract, the term “New Base Price” is
amended to read “CP1 or CP2, as applicable”.

Transportation

Artcles IX, X and X1 of the Gas Contract are amended substtuting "M&NP" in place of
“Nova” or "TCPL", as applicable, as required in the context of those provisions.

Buyer is responsible for arranging and paying all costs associated with holding capacity on
the M&NP pipeline system to take delivery of the DCQ at the Point of Delivery. The
terms of such transportation arrangements are lefi to the Buyer's discreton recognizing
that Buyer remains liable for the amounts pursuant to Sections 5.4, 5.5 and 5.6 above,
should Buyer be unable to take delivery of the DCQ, including as a result of Buyer not
holding the proper amount or type of ransportation capacity.

Seller shall be free to release or assign the Canadian pipeline Tansportation currently held
by Seller in asscciation with the Gas Contract, and Buyer shall be free to release or assign

oNaw’shalagan\agreemtsiboston 1 2.doc 19.03.08
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the U.S. pipeline transportation currently held by Buyer in association with the Gas
Contract, with an effective release or assignment date being as of the Effective Date,
subject to the provisions of Section 11.4 below. Seller agrees to assign the Canadian
pipeline wransportation currently held by Seller in association with the Gas Conmact 1o
Buyer, or a third party designated by Buyer ("Third Party"), at Buyer’s option, subject to
the provisions of subsections 11.3.1 and 11.3.2 below.

11.3:1 Assignment of the transportation currently held by Seller, pursuant to Sectdon 11.3
above, is conditional on Seller retaining title to the natura) gas associated with the
NOVA delivery capacity, as it moves through the swraddle plant facilides at
Empress, or McNeill (the "Straddle Plant”), and Seller capturing all economic
benefits thereby accruing. This condition will be satisfied in accordance with the
provisions of subsection 11.3.2 below. The arrangements contemplated in
subsection 11.3.2 shall be documented by Seller and Buyer in a separate agreement
to take effect on the Effective Date. To the extent it is necessary for the Third

Party to be party to such separate agreement, the Buyer shall obtain the agreement
of the Thurd Party.

11.3.2 Seller shall retain the said Empress NOVA delivery capacity and the parties agree
to implement the following purchase and re-sale arrangement. The Third Party or
Buyer, as applicable, shall sell natral gas to Seller at an intra-Alberta delivery
point for a price equal to P2 and Seller shall re-sel] said natural gas to Third Panty
or Buyer, as applicable, at Empress, or McNeill, into the TCPL systern, for a price
equal to P2 plus full NOVA tolls as may be in effect from tme to tme for

transportaton between intra-Alberta and Empress, or McNeill, delivery points,
respectively.

In the event the NOVA delivery capacity at Empress, or McNeill, and the TCPL capacity
between Empress, or McNeill, and Iroquois currently held by Seller in association with the
Gas Conrract is released ar a discounted rate from the rate payable by Seller under Seller's
associated NOVA and TCPL pipeline Tansportation agreements, Buyer agrees to
indemnify and save Seller harmless to the full extent of such difference for the full term of
the Amended Gas Contract. These indemnification payments shall be made monthly in
accordance with the provisions of Article VII of the Amended Gas Contract.

Goods and Services Tax

"GST" means the goods and services tax pursuant to the Excise Tax Act (Canada), as
amended (the "Excise Tax Act™).

If Buyer intends to export from Canada any of the Gas purchased under the Amended Gas
Contract and wishes to have that Gas zero-rated for GST purposes pursuant to the Excise
Tax Act at least ten (10) Days prior to the day when Seller is obligated to deliver an
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invoice, Buyer shall advise Seiler of the amount of Gas which Buyer intends to export and
represent and warrant in wridng that it has complied with all of the provisions of the
Excise Tax Act required to permit Seller to zero-rate that Gas.

12.3  Buyer shall indemnify Seller for any GST related liability incurred by Seller which results

from any breach of any of the provisions, representations or warranties required under
Section 12.2.

12.4  Notwithstanding any other provision of the Amended Gas Contract, in the event that any
amount becomes payable by a party to the Amended Gas Contract as a result of a breach,
modification or termination of the Amended Gas Contract and Section 182 of the Excise
Tax Act applies to that amount, the amount payable shall be increased such that following

the deduction of any applicable GST, the payee shall be left with an amount equal to the
original amount payable.

13. Miscellaneous

13.1 To the extent that any provistons in this Agreement conflict with those in the Gas
Contract, the provisions of this Agreement will prevail.

13.2 Each of the parties shall do all acts, including making appropriate regulatory filings, and
exccute and deliver all deeds and documents as are reasonably required in order to fully

perform and carry out the terms of this Agreement or the Amended Gas Agreement, as
applicable. :

13.3  Buyer and Seller agree to provide each other with any information that may be necessary
10 comply with any regulatory filing requirements hereunder. Such informaton shall be

kept strictly confidential by the other party and used or disclosed only to comply with said
requirements or as is otherwise required by law.

In wimess whereof this Agreement is executed effective as of the day and year first written.

IMPERIAL ESOURCES

Per: y,

Name: D.D. Baldwin Name: \\tu_um-\ [ \_Jrucm\l
Title: Senior Vice President Title: \hr_c_ ?zssmm‘r

(b S T=A RS R |

oMaw\shalagan\agreemts\bosten12.doc 19.03.08




by peqes

HdWNIYL HI¥ON

ASELT 1A%

JUNLINIA HINOS

Jys

amwvist

Auedwio)) sen) voisog pue saoimosay o jenadung uaamiaq
Wawdy Juipuaty - S3|RG ser) [rIeN [ 0]
n Vo ITNATHDIS




SS:E!ED! !! E tIB"

to the Natural Gas Sales - Amending Agreement

between Imperial Oil Resources and Boston Gas Company

SOEP
Interest

9.8% or greater
9.701 - 9.799%
9.7%
9.601 - 9.699%
9.6%
9.501 - 9.599%
9.5%
9.401 - 9.499%
9.4%
9.201 - 9.399%
9.2%
9.001 - 9.199%

9.0% or less

Per:/ ‘(’

Max DCQ
MMBuw/d

47,040

SOEP Interest x 480,000
46,560

SOEP Interest x 480,000
46,080

SOEP Interest x 480,000
45,600

SOEP Interest x 480,000
45,120

SOEP Interest x 480,000
44,160

SOEP Interest x 480,000

43,200

IMPERIAL OIL RESOURCES

BD

0.185
0.1775
0.175
0.1725
0.170
0.1675
0.165
0.1625
0.160
0.1575
0.155
0.1525

0.150

Per

BOSTON GAS COMPANY
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NATURAL GAS SALES AGREEMENT

. THIS AGREEMENT, made as of May 1lst, 1989 is entered into by and
,etween BOSTON GAS COMPANY, ("Buyer"), a Massachusetis Corperation,
with i%s principal place of business in Beston, Massachusetts, and
ESSO RESOURCES CANADA LIMITED ("Seller"), a Canadian corporation wich
its principal place of business in Calgary, Alberta; !

WITNESSETH:

WHEREAS Buyer desires To secure a long-term natural gas supply:

and

WHEREAS Seller is in the business of exploration for and
production of natural gas:
and

WHEREAS Seller desires to sell and deliver natural gas T2 3Buyex

and Buver desires %z purchase and recelve suca natural gas from
Sellex;

NCW, TEZRETORE, in ccnsideration of

the premises and the mutuzal
the parzles agree as follows:

covenants hersin ccrntalined,

-

ARTICILE T
DETTN_TTONS

1.1 The following terms, when used in this Agreement, shall have tne
£ollowing meanings:

=l

(a) "AfFiliate® means witl Tespect to the relationsnip between .

corpcrations or partnersilips, that one o them is a partner
cf the other cr is ccnirolled by the other cr both of thenm
are a partner ¢f or conirolled by the same peIrscn,
corpcration or body peliitic; and for this purposa a
cocrperaticn shall be deemed tc Dbe controlied by <those
persons, corporations or Dbodies pelitic who own ‘or
effectively control sufficient voting share of a corporation
(whether directly <thrsugh the ownership of shares of a
ccrporation or indizectly <hrough the ownership of shares ol
another corporation which owns shares cof the corporation) to
elect the majoritv of itvs board of directors;

(b) "Algenquin®™ means Algoncuin Gas Transaisslion Company:

(<) "Base Gas™ means an account for a volume anount o©f Gas,
remaining £rom time TO tlme ecual to:

(i)y= the sum cf the MDQ’s £fcr the
date ¢f Commencement of

M

period commencing with The
Firm Deliveries and ending on

B “he Dav imnmediately before the Day the United States
o Transporters are capabkle of transpor:iing the MDQ f£ro
1 —

the Pcint of Delivery to

Buyer’s System on a firm
basis, minus

- - s




(d)

(e)

()

(3)

(3)

(ii}-=he sum of the daily amcunts of Gas (such daily amount
no= to exceed the MDQ) and calculaced for The same
period identified in Subsection 1l.1(c)(2) above, <that
=qe Unitzed States Transporters on each such Day in this
pericd were cagable 02 delivering T2 Buyer's System on
ei=her a firm or an interruptible basls, minus

!

(1ii)- quantities of Gas purchased by Buyer from time to> tixe

pursuant €0 Subsection 4.5(b) which rCepTresentec an

amount of Basa Gas for the purpcse of such a purchase

£ar anvy Day or Days at that time or ~imes:
however, for any Day or Days duxing the period described in
(i) azove that Buyer's nomination, up to the level of the
MDG, is less than the amount that United States Transporters
are capacle of transporting to 3Buyer's System, Up to ¢th
leve . of the MDQ, then it shail be deemed that no Gas shall
accumclate as Base Gas for that Day.

wBey" means the amount of heat required to ralise tnae
~emperature of cne (1) poeunad cf dig=illed water =IXomn a
zemperature of fiity-nin pcint £ive degrees Fah:gnhei:
(59.57F) =o sixzTy zcint Ilve degrees Tanrenhelt (60.57F) at
a2 =znstant osressuTe ¢ Iouss

sen ané saventy-Tnree hundred:tns
Dounds per sguare Lnch amsclut

e (14.73 psiaj:

mauver's Svs—er" means the tarrifsrial francihlise area IST
nicn 3uver zas tThe Tilght To provide Gas sarvice and wnizch
is primazilyv lscated Lo eastarn Massachiselts:

"ncanadian Recula*s>rs Autherities"™ means each governnental

-

agencv cr otler authcrity Ln Canada which n2s surisdicticn
over =he sale, exporT, TIanspcrTation cI olner a(atter 1in
gueszTion, including, witheouz linmitaticn,

—ha Naticnal Znesgy

Becard ¢f Canada “= "NZ3"), ~ne Energy Rescurces -
snserva<ion 3oazxd o AlberT (the "ZRC3"), The Albert

Pet-rsleum Markezwing Commissicn (the "AEMC"),
and Proviancial Gevermcrs-Ln-Council:

- &bt -}

andé the Tederal

"Caradian TranspcTter/s)®™ @eans those LIansgoIrtels cr thelx
Successcrs in inte-est operating pipeline facilities used to
transpcr= the Gas covered by this Agrszement witnin Canada
inciuding wizhout limitatieon TCPL, NCVA crT Nerzhweste=n
Tam < %

liwies Limitec {NUL);

nehamplain® means Chasplaln Pilpeline Comparny:

"Cormencement c¢f Firm Deliverieg™ means the €:i=gc daze o¢n

whizh f£i=3 —ranspcrTatich service uncer Sellex's
Teansporzatisn CantracTt is made availlable To Seller O

cranspcrw Gas tO the Pcint cf Deiiverv at the level oI the

-idenuified c¢f +the Contract Amount, as

MDQ regardiless < wnetier cr nct 3uyer <an acserpt any

cdelivervy oI Gas <o such cazte;

"Commoditvy Charwe®™ @mean The Gas ¢SSt comzcenens, so
- A

more particularl
dezarmined In Suzsection 6.4

nd




(L)

(m)

(c)

(?)

(q)

(=)

-3 - ' e

»consumption Mazket® means any use of Gas whatsoever Dby
Seller, or an Affiliate of Seller, from Saller’s Gas Suprcly
Pool, other than for a Direct Sale or a sale T2 a chir
parcty:

mcontract Amoupt®” means the Monthly amount 'To be paid by
Buyer to Seller hereunder and shall be comprised of the
Transportaticn Charge and the Commodity Charge;

ncontract Year®, with respect to the firg% "“Contract Yeax",
means Gthe period commencing on the Commencement of Firm
Deliveries and ending at 8:00 A.M. standard time oOT Davlight
Savine Time as the case may be, in the time 2zone at the
Point o0f Deliverv, on the following November 1; and with
rescect to any succeeding "Contract Year" shall mean <the
period of twelve (12) consecutive months from the end of the
preceding Contract VYear to 8:00 A.M. standard time oI
Davlight Saving Time as the case may be (in the time zone at
che Pcint ¢f Delivery) cn the next succeeding Ncvember 1

-

neubic Foot™ means the volume of Gas whicsh at a Drassure
“u—een and sevenTv-three hundredths (14.72) psia, angd a

tamperature of sixXTy cegrees Tan-snheilt (80°F) cccusles on
(1) cubic focty

of
a
e

3

neyhic Metwre™ or "=~" neans <that velume c¢f Gas wnich ac a
temperatTure of Ii1Itz2en (15) degrees Calsius anc atv a
prassurz ¢I one wundred and one, ancé Tthire2 nundred and
twenty-five tThousandin (101.328) Xilopasca-s osoiute

occupias cne (i} cubilc meter:

"pailv Underdeliverv" means feor any Day, the 2amcuat af Gas
remaining after suctracting Irom Buver’s acTual nominatlion
£5- thaz Dav, the total cf:

(1) tne ac=ual amecunt cf Gas delivereé bv Seller at the
Scint of Delivervy £cr that Day: less,

(ii) any amount cf Gas delivered by Seller ©o £ae Point of

Delivery that Buyer refuses to acsept because it fails
+- meet cr have meT =he cuality specificaticns for Gas
as required in Article X hereunder;

"Nav"® or "Dailv®, means a pexiod of twenty-Sour
consecut.ve hcu-s, beginning and ending at  8:00 A
s-anca-d time or Davlight Saving Time as The case may be, 1in
<me ~ime zcne aT the Point of Delivery, or at suckh other
clace as may Se wmutually agreed upcn by Buver and Seller.
The reference daze fZcr any Day shall be the calencaz cacea
usen which Tie TwenzTy-Zcur (24) acurs period snall commence;

npemand Charge” or "Demand Charge Components” or "Canadian
Monthlv Demanéd Charge” mean all =he components oI <The
Transpcrtation Charge lidentified, in SubsecTians 6.3 (a) (1),
6.3(a) (ivi{A), 6.2 (a)(iv)(B), and 6.3(a)(v):




(u)

(v)

(w)

(x)

(z)

(aa)

(bb)

(cz)
(ad)

{ee)

"u~F" peans one Thcusand (1,000) Cubi

nMMc¥€" means cne million (1,000,000)

mQj-act Sale® means a sale of Gas by Seller from Seller’s
Gas Supply Pool, to a thizd party or an Affiliate;

wpistillate Fuel Qil™ ox "32 Distillate™ or "#2 Fuel Oil" or
"No. 2 Fuel 0il" means No.2 Fuel 0il used as energy, as
defined from time to time 1n ASTM-D-196 spedifications and
ro <=he extent such product shall meeT any and all
environmental or other regulatory limitations ar
specificaticns for such product for which normal use of such
product as an energy source in Massachuset:=s is approved;

"Excused Performance" means for a Day in which a Daily
Underdelivery occurs, that when a Per®armance Calculaticn is
made for such Day, a negative number oI 2IeId result 1is
obtained;

"Fiw=m Congumptjon Mayket®” means a Consumption Market that is

L
se—viced in whole or in part with supply required Tto be
delivered using £irm transpcrtation se—sice cr otherwise 2
Consumgtion Market that 1f interzuptad would cause an
econcrmic Loss =0 Seller or an Affiliate cI Seller:

-

"Ti-e pDi-ect Sale" neans a Direct Sale ~wavw ig servicad

L Y -

4
18]

whcie cr in parT with firm transperzation serv.ce:

nTeggil Tyel ETnercv Scurzes”"™ - means Gas curchasad onr
cemoezizive long term fima basis for use in Massachusettls
ioca) dist-isutisn companies located in MassachusezTis)
Diszillaze; and #6 Fuel Oil:

un O
[N AR o1

ncas" means natuzzl cas o the qua
X hereci;

li=y gmecified in Article

"GJ" wmean (1) gigaiecule and is egual T cne million
(~,000,0C0,000) joules:
"Yeating Value"., M"total heating value", "¢ross heating

value” and "MJ content"™, cr any of them, means the +total
joules expressed¢ in megajoules per Cubic Metre T MS/m7)
croduced by The compiete combustion at constant pressure of
cre (1) Cubkic Mezre cZ Gas with air, wizh the Gas free c¢f
water vapor and the temperature of tae Gas, ailr and products
of combusticn to be at s=tandard temperature and all water

fsrmed bv combusticn Ceactlen ts be condensed to the ligulid
stazte;

nioule™ or "J" means =he amcunt of werk done when the point
cf acplicazion of a Iorce oI one (1) newton is displaced a
dig=ance ¢ cne (1) metTe in the directicn ol <he Isrced

- -

0

aat cI Gas;

mwWMpeyT means cne millilon (L,000,000) Boud

Cubic Feet ci Gas;

"




-

(£2)

-5 - .J-Mbq

*Maximum Dailv Quantitv® ox ZMNO® means. at the Point of

Delivery a volume of 991.5 10°m~“ (35 MMcf) per day of

Gas

for the term of this Agreement: except that if such volume
is reduced pursuant to the provisiocns of this Agreement 1T
shall mean such lesser gquantity of Gas as may be effective

£wsnp time tc time as determined hereln;

(gg) "Minizum Quarterlv Quantity", means for each Quarter:

(ah)

>

.

(n)

(c0)

(i) , 75% of the sum of the Maximum Daily Quantities

effect in the subject Quarter: minus

ii) <the sum of “he guantity of Gas which Buyexr was

in

prevented f£rom taking during such QuaIter by reason of

force majeure as determined pursuant to Article
plus a quantity of Gas egquivalent to the sum of

XV,
“he

vositive number results determined for any Non-Excused

Parfsramances during such Quarz<ter:

-

"Minqimum Take Deficiencv® means, with rasgect T2

Y et

any

Quar=er, wunless otTherwise provided, such pesitive numier
@:i<<prance, 1 any, T2gresenting a Gas vclume, Tthat results
a<=er sustracting The actual quantity of Gas taken Sy 3uver

«” Jr(basad cr amounts %axan up to the level of the MDQ on 2

Dailv pasis during such Quarter) Ircm the Minipun Quartarly

- - da

QuanzTizTy:

"MS" means cne (1) megajcule and
1,00C,0C0! joules:

"Mone=" or "Morthlv" means a calendar mORTh except that

- Y e

P L —

ey -

is egual Ts one million

the

cammencemen= and tarmination <thereof shall Dbe detcermined

consistant with the definiticn of "Day" adcve:

"New Base Drice" means <that compcnent of the Commodity
Charze <that at =he <time of any applicable "arbitratlion
E<fec=:ve Da-e" (as that term is defined in Suksection
6.6(a)) is intended tc reflect the then current gas cost

Nt el e

cemponent of ccmmodiity prices for Gas purchased on ' a

compezicive basis 1in Massachuseitts undeT long <temm
csniTacts:

"Nen-3usiness Dav™ means Satvurd

helicay in the jurisdiction of either Buver or SelleIy

"Ncn-IZxcused Performance” means for a Day in which a Dal
a Performance Calculatlon

Underdelivers occurs that when
made f2r such Dav, a pesizive number rasult is obtalined;

[

"NOVA" means NCVA Cocrzeration of Alberta;

curday, Sunday €I any statu

£imm

- ——
[,
-

"Offset Demand Charges" means a pavment cwed Buver Dy Seller

f£or anvy given Menth ZIer

Selle» in such Menth and calculated on the basis of
folliowing:

any Spare Capacity utillizec by

the



(i) to the ex—ent Seller disposes of Unpurchasecd Gas, a
Daily charge caliculated utilizing those porcions of the
Daily equivalent per unit rate to the components o the
Transopcrzatlion Charge described in Subsec<ions
6.3(a) (iv) (A) and 6.3(a)(iv)(B), each multiplied Dy tThe
level of Spare Capacity utlliczed by Seller to move such
Unpurchased Gas on such Day, plus the Daily eguivalent
per unit rate to the NEB approved charge for TC2L Firm
Service fcr the zcne toll which would be apvlicable in

.the area in which deliveries were made, as 1£ Seller
held a firm service contract on TCPL to deliver to such
peint from Empress, Alberta, then muleiplied by the
level cf Spare Capacity utilized by Seller To move such
Unpurchased Gas on such Day; plus

(ii) to the extent Seller assigns rights to Seller’s
Transpor=ation Contract and does not transporc
Unpurchased Gas <thereon, a Daily charge calculaced
using the Daily ecuivalent per unit ra2te tc tae Zone
£oll wnich wcould be applicable in <the area in Whic

- - L o s
deliverias were made as if Seller held a £imm

1f sesvice
cor-rac= cn TCPL <z deliver to such point ITcSm ZRrIress,
Aimer—a, Then mulziplied by the level ci Spara Capacity
utilized &V the gparTy assigned sugh  Transpger-asion
righw=s ¢n such Zay; Tiu

(21 =5 the extant Saeller recsvers any pcrticn ¢ the
ceczerent of the Demand Charge speciiiec in Subseczicn
6.3(a (V). in anv use or assignment 0f Sellaz’s

Transpcroaticn CsnIrace,

e} alvn “ne amount 03I susl ccompenent
so reccvered.

(pp) "Per<ormance Calculation" means, <fer any Cay In wnhich a
Daily UnderdeliveIy 0CCuUrs, an amount (either negatlive, zerdT
or positive) determined by subtractin £-om the Daily
Under-deliverv amcunt the Iollowing amounts:

(1) any azecunt of Buyer’s ncminaticrn Icor the sane Dav, in
excess of The MDC:;

(ii) an amcunt ezual T
Dav;:

(iii)anv amount cf Gas ZIor that
-~

= 2% of the MCQ in effect for the same

same Day that Seller cannot

deliver to the Point of Delivery, cr 3uyer cannot
accept delivery c at the Pecint of Delivery, becausa cf

2 sizuaticn c

decermined pursuant T

tuaticns of force majeure as
= A==icle XV cf thls Agreement;

any ancunt c<f 3uyer’s nomination zThat 3uyer cr a United
Stazes Transccrzer does noct accept at the Pcint ¢:Z
Deilivervy cor the Day in guesticn andéd <ias I <
includad in "(iii}" above or which does not Ieprasantc
Gas which Buyer has refused To accept because such Gas
does nct meeT the quality specifications reguired for
Gas deliveries hereunder by Articie X of ‘this
Agreenent: .




(ss)

(xT)

(au)

(vv)

(ww)

(xx)

wpoint of Deliverv® means the point on tiae international

boundary of Canada ané tle Unitzed States of America near
Philipsburg, Quebec and near where tiae pipeline facilities
of TC?L and Chamgplain are interconnected, -Or Ssuch other
point as may othe>wise be agreed upon in writing by Buyer
and Seller: !

"Prime Rate" means she annual rate of interesI announced

~om time =0 tTime by the Roval Bank of Canada, as a
reference Tate of interest %then in eflecT ¢cr determining
interest on Canadian Dollar commercial loans in Canaca:

"psiaf means pound per sguare inch absclute;

"Ouar<er" or "Quarterlv® means one oI the follewing periods
in any Contract Yearl:

(L} November 1 To Januarly 31 inclusive;
(ii} FTepruary L o April 30 inclusive;

(iiiyMav 1 =c July 21 Inclus.ve;
(iv) August 1 to Oc=zzer 31 inclusive;

"Renlacement Gas Suprlv® neans all raglacement SUT L
Gas e-zner arrancged cr avallable T2 De purchasadé 2y Tle

Suver from o a ThlDZ party at ~he time, ©I Within Twe weexs
subsecuent =2 the Dav, ther2 s a Ncn-txcused PerIcrmance.
Such arranced cr avallazie Teplacement supply snhall be ax
volumes ugp ©2 huT 1cT T3 exceed tle pesitive numzer anount
calcuiated wizh raspect TI such 2 Ner-Txcusac Periornance.

"Residual Fuel Cil" or "26 Puel 0ii" cor "No. 6 Fuel O3il" -
means No. 6 Fuel O..L used as erergy, as cefined Irom Time To
rime in ASTM-D-196 specificazions, and t©o the exTent such
product shall be low pour with a sulghur welght not <o

- N
exceed 1%, and To tThe extent such procuct shall also meex
anv ané all envircrmental or other regulatory limizations o<
specificaticns for such procduct Iors which ncrmal use of such

orsduct as an energy scurce in Buyer’s Systen is agprcocved;

"Selle-’s Gas Supplv Pool” means at any given time crnly gas

cese=ves <hat ace owned or controlled by Seller and located

im +*he DProvince of Alberta and that are nctT dedicatad cr
conmi=—ed under the terms of any other existing ccsntTracsts exy
czntracts hersafter enterac into:

ngeller’s Transporsaticn Contraci” means the £im

z sazvice
TransperTaTicn ¢onTract belween Seller andé TCPL entared 1N

=z erakle Seller w2 Zellver 35 3uver hereunder a daz
vclume cf Gas egual T2 981.5 10" @m” (35 ¥MMCT):




(YY) "Spare Capacitv” means the portien of transportation
capacity under Seller’s Transportation Contract nct utilized
from time to time by Seller to move Gas To Buyer including,
but not limized %o, those instances where Buyer is not
nominating £for Gas at full MDQ or is unable to accept
deliveries of Gas at full MDQ: !

(zz) "TCPL" means TransCanacda Pipelines Limited:

(aaa)"TCPL Firm Service” means £irm non-inter—uptible
transpcrtation service provided by TCPL and identified as

e e
NFS" or "Firm Service” pursuant to TCPL’s NEB approved toll
schedule.

(bbb) The symbol "103m3" means one thousand (1000) Cutic MetTes;

(ccc) "Tennessee" means Tennessee Gas Pipeline Company:
(ddé)"Total Usage” means, wizh respect Lo aczounting f£cor any
dispesiticn cf Unpurchased Gas Ly Seller, an ancunt

- -

- -
S

i) the dailv maximun Gas dellveries permissible under any
Unsuzchased Gas dispesiticn arranged BV Seller multligpiled
by <he maxiaum motentlial time perliod cver WnLCh Th

e
dispesiticn is expectacd To occur in sugh dispeositicen

ek mn s e a -
conoract: CT,
ii) in case cf a dispcsiticn whereby that Jnpurchased Gas is

used bv Sellsr ¢r deliverad To an as<iliace cZ Seller

the dailv déispesizicn amcunt multiplied By 2 “ime period
o

ssr the dispositicn all as specified TV Seller in
Seller’s scla discretlion:
such that =he resulting total amount of Un;u::haséd Gas
sha’l be deemeé =c have been disposed cf by Seller for all
purcceses uncer this Agreement at the cime Tie arrancement
for the dispesiticn were Ilrst made;
(eee) "Transportation Charze" means the compenent, SO identifl
of <he Contract Amounc as mere parsicularly set forth in

P e .
==izie VI herecl:

(££Z)r0Unit C

ukbtrac

g+ Differance™ means an amcunc calculated bv
=ing amount "3" below ZIrom amcunt "A" helow where:

-
-

"A" regresent the per uni% eguivalent cost of a
Rezlacement Gas Sugply, expresses on 2 dollar per GJ
basis as the amount Buver pays for such Replacement Gas
Suppiv. Such ger unit ecuivalent CIST shall only
inciude <he

commodisy  price for  such Supply, The
=-anspcrzation costs ingurrecd IoT geliverv
of such suppilvy Tt> Buver’s System and anvy other
~sasonazie costs incurred in arranging ZcI such supplyv.
Tor puroosas of tThi definition, "incremental
—ranspcreaticn casts”" shall mean only chcse reasocnable

incremental




costs incurred for and paid for by Buyer in arranging
for transpor=ation of the Replacement Gas Supply to
Buyer’s System but shall not incluce any por=ion of any
costs, charges, expenses, fees or payments that would
have been paid for or incurred by Buyer had the
Replacement Gas Supply not been purchased. It 1is
underszood incremental transportation costs  shall
exclude costs of demand charges, reservation fees, gas
inventory charges or cther fixed charges whatsoever to

bl

che extent such charges, fees or costs would have been

+ paid for or incurred by Buyer irrespective oI <the

acguisizion of the Replacement Gas Supply: and where,

"B" represents the amount Buyer would have had to pay
Seller on a dollar per GJS basis, as the per unic
Commodity Charge in the month in which a Non-Excusad
Performance QCcCurs,

with any negative amounts so determined to be censidered as

-

ecua. To Iexd;

(ggg) "Unpurchased Gas" neans an amcunt £

=t for a vclume oI Gas

o=

remaining frcm Time tc time egual To the amouns dezarminecd

af=er perfcrning The serlatinm calculation in o
order describec Delsw:

(:

*a -

-~g manner and

S

£irgtly %“azulate the sum oI the —==tals of am anount ¢
Gas <or each Quar=er of the term of <This AgTeenen
including anv excired perticn cf any curfenct QuazIrTacz,

dereraines <fsr a Quarter, as that ameunt oI Gas
representing the dlIference alter subtracTing " (3¢
oo "(A)" below whnere:

'(a) =represents the sum of the MCQ for each expiraed Day
in such Quarter, and '

(3} represants the Gas nominated by Buyer cn a dally
basis ur t2 the MDQ during the saile period of
expired Days less guantities not delivered =to
Buver cr =Teceived by Buver due to an event or
events cf <fcrce majeure (as £force majeure is
determined pursuant to Article XV) less guantities
equivalent to the sum of the pesitive numbder
apounts of Ncn-Excused Performance during the same

pericd of explred Days:

orovided that <he amcunt of such difference calculated
Zor a QuacTer cr at any point in a Quarter shall ncT be
allowed T: exceed that volume of Gas egual TS the sum
of w(Cy", "(Z)" andé "(I}" below where:

(C) represents guantities tTs that peinc in <tTide
measured in The Quarter thas were nct delivered Cr
received by Buver in such Quarter due tTo an event
or evenzs o©f force majeure as such wculd Dbe
determined zursuant To Article XV: and where,

v

i
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(D) <represencts quaﬁt‘t;es of Gas eguivalent To the sum

of the positive number amount of Non-Excuased

. Performances measured for the numder of expired
Days 1n the Quarter; anéd where,

(E) represents an amount egual %to the sum of the MDQ
for each Day for the full Quarter in gquesticn,
=iplied by 25%,

and to +the amount determined after performing step (1)
above’, subtract the amount determined for step (ii) below,

(ii) the initial total volume oI Base Gas (if any), prior to
Y

any repurchase of Base Gas by Buver under this
Agreement;

and from the amount determined after perforaing sters

(i) and (ii) above add the amount determined in step (ii:i
below,

(iiiyall such guantities of Minimum Take De<iciencwv vclunmes

(1f any) that werz ncT IepD -zhased by 3uver pursuant T2
Suksec=icn 4.7 Within cne Vea“ fallowing tThe Quacster
£~~ wnicn the <tapulaticn  of such Minimum  Taxe

Deficiency veliumes applles:

and <f=zm  the amount dezermined aZter P zfcrming  sSIags
. (1), (i), ané (iii) adcve: suzTzact the amcuat dezermined

for st2z (iv) below,

(iv) cuancities of Gas disposad oI bv Seller ZIrom time T2

—ime pursuant 2 Subsection 4.5 and wnRich representad

acoumulacions cf Unpurchased Gas £or the Durpcses o=
such disgesiticns at that Time Cr tines:

(hbh)"Qnited States *“=nsoo*‘e-fs\"

Tra means the transpcrter{s) that
is cperating piperine ‘ac;lities used T wranspert gas ¢en
the pipeline s¥stem of C= lain or other Tipelines In tde

United States anc loca:ed at or between the Point .oZ
Delivervs and the 3uver’s Systen:

(iii)70.S. Regulatorv Authorities" means each Tederal, state Or

local gcve:nmenua_ agency or other auuhcrlzv in the United

~a~es of America which has jurisdiction over the pur chase,
imperst, Transportaticn oOr other matler in guestiorn,
iaciuding, withecut limltation, the Of<izce of FTcssil Energy
cf the United States Department ol EInergy (OFZ), the Fecderzal
Energy Regulazcry Comnlission (FIRC) andé the Massachusetts
Department cf Publlc Usilities (DPU):

(3J3i)'Year" meanrs a pericd oI 363 consecuii

ative Davs: p:svided
however, what any vear which centains the data oi Februaly
.‘ 29 shall cor.sis: cf 368 consecutive Davs.
ARTTCIE IT

CONDITTONS
2.1 This Agreement is subject to satisfaction of all of the following
condi-ions in acczriance with Sucsection 2.2(a):




(b}

(c)

(2)

(e)

(a)

Seller and Canadian Transporters obtaining all necessary
cer~:ificazes, permits, licenses ancd authorizations <£from
canadian Regulatorvy Authorities for the transacticns
contemplated by this AgIeement, on terms satisfactzssy L2
Buver and Seller, for the £ul)l fif=een (15), Year term of
this Agreement, including, without limization, the sale and
removal of the Gas from the Province of Alberta at the level
of the MDQ plus TCPL fuel gas; the exporc of the Gas at the
level of the HMDQ from Canada: and the £irm cranspartation of
the Gas in Canacda at the level of the MDQ plus fimm

transper<ation  for fuel gas required for Canadian
Transporters:

Seller entering into agreements reguired to transpcrs the
MDQ =o the Point of Delivery on a firm basis for the full
-y Fdm

fiftgen (15) Year term cf this Agreement, inciuding, without

limitation, transpor-ation agreements with Canadlan
Transgcrters: -

Buver and United States Transporters octaining all necessary

cer—ifizates, permits, licenses and autherizaticns frecn U.S.

Reculatorvy Autior-ties Icor tle s-ansac=isns contenplatad DV
-t

ch:s AgTeemenz, Cnh Tarms satisfactory 3 Buver and Seller,
faw =hg Sull fifteen (13) Year term ci <a: Acraement,

L

including, wizhout limitaticn, the purchase and imgcrzazicn
of Gas, at =he Level ¢I tThe MDG, Izom canada and Icr the
€i-= wransper=aticn cI Gas, at o ievel of The MDQ, in ==
jniza2d States:

Buver entaring inTC agrezements reguired to LIanspcrt cn 2
£irm kbasis the M

M3Q frem The Peiat ¢f Delivery T2 tae Dcint
c#® entrv intc Buver’s System far tae full fifteen (13) Year
“erm of thls Agreement™;

Buver obztaining the apgroval ocf its Bcard cZ Directors
cne executicn ©f this Agreement, and Saller gcbtaining T

approval of 1ts Maragenent Commiztae to the executicn

0t
[8)

v (D

this Agreement, each within 120 Days akter exacuticn
ey e e

their respective signing authcrities; and

P ad

‘o

Receinz of a final and non-appealable certiZlicate £-cm the
TIRC =ov Ncvernzer L, 1990, velative =5 the Champlain Project
(as currently regresented 1n FERC Docket Nos. CP8%-845 and
CP8e-554) cr an alzernative project mutually satlislacTory =0
Lol

ey

ade! sarzies heretd that would enable Buver access o
Canadian suprliies including the supply hereunder.
Wizasuz limizasicn, Lif the cerzificates, permits, llicenses,

ansrovals ané autherizaticons outlined in Sucsecticn 2.1 ace

acs ottained by Novemcer 1, 1280, oI sSuch cther date cCr
datas speclfied, on Terms satlsiacTory =0 the pariles
he-e=o, tThen =he parties shall meet To dlscuss an exTansicn
0f such date cr dates. If the parties cannct agree on an
ex—ansior, <=hen either parzv shail have =the right =<
cerminate this AGreement on ninety (90) Days notlice T The

cther party and unless such auTncricatisns ace cbtalined ancé




(b)

(<)
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accepted prior tc the date posted in suca notice, thi
Agreement will terminate effactive upon expiration of sald
ninety ($0) Day peried and shall thereafser be ¢f no further
force and effect.

fter applying for or amending any certificate, permit,
license cr authorization necessary £for <tae TransacTicns
contemplated by This Agreement, at, upstream, Or <downstIean
of the Peoint of Delivery, and after entering into or
amending any ccntract fcr Tae transportation of Gas To be
sold ‘hereunder, at, upstIeam, Or downs~~ean cof the Pcint of
Delivery, each party shall keep the other party apprised.

(i) Each parTy is aware that the transport ~ion agreements
with their respective transperters contain provisions
which weculd allow a party herets or 1its rescective
transperter to terminate or aveid such agzeement pricr
to commencement of gas transportation service.

(ii) Fach party heret:z shall advise the cther of any and all

conadltlons or conditiens precedent uncer any
«-ansperIatlion agraement or othe—wise That wculd allcw

- -
a par=y hereId cor LITs respective LTranspermars I
carminazTa orv

avcid such sransgortatlion agreenent.

- e -

Saeller will nect exercise any righT TS terninate

or
aveid any such TransperTaticn agreementc wiTo Canadlan
TransTcrTass, ~¢ nence iT3 cblications hereuncer,
uniess < canmsTucTicn oI <he TranspertTaticn
facili=isg €£ar 3uver has nct ccmmenced and 3uvern can
tnheraicre imilarly cerminate o5 avecid iss

=ransperTaticn agreements without <ost CT damace. I=Z

3uver exercises any Tights uncer it franssorTaticn
agreemernzs with United States Transpcr-ers o Terminate
or avoid such transpcrzaticn agreements or 1iI 3uver’s
Urizad S5States _Transperoers exercisa any right under

il -
och transpertation agreements to tarminate or avecid
wch  twTanspeTrTaction agreemenits  suTsequent WO che
cammencement c¢f£ construction of The LTIanspoIt cion

faciltizies for Seller by TCPL, then Buyer will protect,
incdemnifv and save harmless Seller Irom
ané existing, cdirect or <
dapaces, claims, Z£inancial liabilities oI any other
crarges whatsoever that Seller may suller or he exposad
5 under Seller’s Transportation CoRIract c¢r <Ile
crececdent agreement datad Mav ist, 1989 betwesn Seller
and TCPL and relating %o <ransperzation oI volumes
antzicizazed under Thlis Agreement.

sresent, fZuture
indirecz, Llossas, ccsts,

(1i3) In the event either Unlted States TrIa

r-ansporters and/or
Canacdian Transper=ers =ake any acticn pursuant w2 <he

X%
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respective <transpcrtation agreement with Buye- orT
Seller which would Terazinate  OT avoid such
=-anspcrsaticn agreements prior to Novemder 1, l9s2,
Buyer or Seller, as applicable, may likewise terminate
snis Agreement upcen ten (10) Days' notice to the otherx
party; whereupon, after such ten (10) Day period, tiais
Agreement, except Ior accrued obligations, shall be of
no further fcrce and effect. It is expressly understood
+nat Buyer's indemnity in Subsecticn 2.2(c) (ii) shall
be considered an accrued obligation and shall survive

. any terminazion of this Agreement in vivuted by Buver

s bl lom i

. purstant To this Subsection 2.2 (c) (ii:

Upcn recelipt Ty elther part (herein called +the "receiving
parcv"), on -erms and conditions acceptable teo That pariy, of any
of izs respective certificates, peraitis, licenses, authorizations
or proposed contracts referred to in this Arcicle IZI, (herein
calied ar "authorizaticn"), the receiving party shall notify tle
other party and shall within £ive (5) Days promptly cranszit to
The other party a cgopy oI such auth rizatiasn, whereupcn, e
cther paxty shall, within fan (10) Davs of recelpt <hereci, give
notice <Ts5 %he recelving parzy advising of its acceptance orT
retectlion cs uch acthcrizaticnh. Therealter, iomediatelv
followise =he cTner parTv's acceplance or rejectisn ol suckh
auThcrizasica, <he waceiviag party shall give nctice T The otners
sar=v advising of 1Ts acceptance cr rajection as afsresald. faca
TarTv's acczeztance or resecTlcn ¢l such auts arizazizn(s) snhall ke
in L1<s scle Ziscreticn.

[

In =he event =haz anyv authsrizaticn described in thls Arzicle IT
is rediecuzed v elizner party, tThe partlies acree tnat thev sihall
egstiate in goed faliwTh as Tt wohat actloms, if any. snhculd be
ndertaxken T2 rexedy the situiation.

Y

.4

F

I% an applicazion made by either party fzr a certifl
license o- cohe- au-hcrizaztion c©r contract Tefer-ed TO in %his

that partv shall preomptly so notlily tae

=wizle II Lls denled,
ctler party

-— -
-

Seller and 3uver will use diligent effsrts to satisiy those
cendizions <for which each is respensidle and shall keep each
ther advised as =o prograss in satisfving such conditlons.

) RTY)

Tsviied <That +tThlis Agrsement shall
orovided aszcve, 1f bv December 31, 15852
indicated herein) any ceniélition

nct have terminated as
(or such earlier cdate 1Z
snolto refer-ad <tz in this Article 1IZ
has not been sazisfied on <er=s and cznditions acceptakle Ty both
parties, cor if Gas has nctT been capanle of flowing on a Iim
“asis = Buver 2ram tie Pcint of Deliverv because the requisite

facilivies are nct in rslace anéd 1T reascnatly  acttearss uch
be ceonstructad  and  operaticnal  at 2

facillztles Wwill et Tats
satisfactory <Time thereafter, then either party Day DIovide
wrizT-an nctTice T =hna otier parzv cof iis electisn To terainata
this Agreement and unliesss all unsatis®ied and unacceptTed
condizions are either satisfied or aczepted by each cf The
parties or waived witnin ninetv (90) Davs after the recelipt of
such nctice, tThis Agreement at the end of suck ninety (90) Day
period shall terzinacts2

— s ama k -

w=ificaze, Dermit, .

o
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ARTICLE TIT
TERM OF AGRITMENT

This Agreement shall, subject to =tne other <terms of <this
Agreement, becocne ef-ec:;ve on the date hereof and shall, except
as otherwise specifically provided, continue 1in full force and
effact until €:i8tpen (15) Years aZlter Commencement of Fimm
Deliveries.

At any time withiin ten (10) YeaXs ur;ov to the end of the term of
this Agreement, either paIty may notify the other party oI 1ts
desi-e t3 extend the then effective term of this AgTeement By

a
term of up to ten (10) Years.
I£ both parties agr in wsiting %o exzend the term oI <IRhis

Agreenent, then, sub]ec- to recelipt of regulatory approvals and
the availakility of £irm transportzation for tTle duration @£ the
proposecd extended term, the proposed ex-ension shall ZIor il
purtoses be in effect. In the event the pa-ties heretl agzee to

- -

ex=and *“he <=e—m of %tnis Agreement but Seller dces. Nct wish

e
cortinre as shigper under Seller’s TranspcroaTich Cantrac%t, Buver

shall e given the Iiost and exclusive cne =ime ogperTunlity o

accerst an assignzment ¢ SelleX’s rights uncder such Tran sac::a:;cn
Csnzract suziect To the ccondlition that Sellas and 3uver ITaceslve

all necassary, &r reguired regulalsry apgrovals, the ccomsant of
TCZL and The complete release Dy TCPL o the assigrnment ¢ Seller
from anv ocligations ztnherxesunder. I 3Buvers €ails TtD aggcezt any
ueh cffer Dv Seller to assign Seller’s T-ansperTaticon Contfact
wizThin sixTyv (50) Days of such oZZer, any furTher Tignht c 3uver
To an en=izlanent T, or an assignment cf, Seller’'s
Transpersaticn CohtracT, uncers ==ig SubsacTion, shall terminate.
If at =he end ¢f the zern cf Thls Ag:eeme"., as such T2rm weould
be deterzined Doy Subsaction 3.1 or 3.2, tThere aze remaining
volumes cf Unpurchased Gas or Base Gas, then the Temd cZ <this
Agreement and all provisiens herest, shall, with the written

muTual cznsent ¢f beth partlies (not To te un:easonazly w::hhe d)
he ex-—andad fo- a tern cf Davs egual ts The amount caiculacs ed by
Taxing < um ¢f the Tthen remaining velumes of Unpurchased Gas
and 3ase Gas and dividing this sum by the MDQ in eZfect ‘on what
would hawve been the last Dav cf the term of this Agreement excest
£2r an exstensilcnh pursuant To this Subsection 3.3
ex=ensicn ©f +*he tTerm as heraty ccntemplated Will be
ané all required regulazary approvals and to the
ity ¢f £irm transgertatlon  SoniTacts  cn Canadian
a=s and Unized S=<ates Transportars, at volumes egqual
2 =he MDQ %then i1n effect with a g¢contract Term coincident
with tne lengzh of any extenced term as herezy contTemplatad. Any

s agpprovals and tTransporTatlonr  CSSnTIAcTs muss be
accectazle T2 each partv and the acceptance ¢

azrraovals shall be in thelilr sole dis::e:;er. = sha.l be deened

2ach parTy cI such

v2 se reasonasie for Seller to withnclé its consent TS extend tae
tarm hereby iZ Seller determines in its scie discretlon thac
Seller’s Gas Supply Pocl, after taking into account then existing
ccmm;:mew-s for Gas £-sm such pocl, would be insufficlient cn tThe
ba§;s ¢cf then existing deliverapilitcy and a “ese“ves/::ocuc:ion
:a;:;la:;o“,

o) SE‘.""S‘V any such c"n\_en..,-_a..ec exXTens.omn.

XK




(a)

(b)

(d)

On Commencement of Firm Deliveries and continuing during the
entirs term of this Agreement, Seller agrees that it shall
sel) and deliver, and Buyer agTees that it wrll receive and
purchase, the guantity of Gas, up tc the MDQ, which Buyer
requests Seller to deliver during each Daj-

The par-ies agree tnaat, pries to the date of Commencement of
Fixr Deliveries, <+«hevy shall keep each otaer informed on a
reasonable efforts basis as %o the construction progress of
their respeczive tTranspcrters and as to the availabilitcy <&
any interruptible or recduced firm transpor-ation service on
such transpor-ers that might allow for early Gas deliveries
to ocsur. I transporzation service can be effected amcngst
the various transporters which would permit such
interruptible or reduced firm early Gas deliverles to occur,
the par=ies hereto agTee %O negotiate in good faizh o
a=zempt =5 effectuate a sale and purchase of Gas uncer such
ci-cumstances. Unless ctherwise agreed, any sSuch sa.e oOT
purchase cf such eaflv Gas deliveries will be atT prices

alenla=ad in acceordance with the terms of Thls Agreement
and will Dbe suziect T all required regulatory agcrovals by

W -

Camadlan  Reculazory Authoritles and U.s. RegulatoIy
Autihcrizlies. :
TS 31y delivers cf The MDQ t©o Buyer cannct ocsun ch

Commercemen= cf TFirm Deliveries Dbecause United States
Transpe-Ters afe exgeriencing delavs in censt-uczion oI tThe
necessaz: pipeline or related facilitiss which are necessary
©o permit Buyer tTo accept tThe Gas at tne Point ci Dellverv,
then i= is <=he intention of <the parties that deliverlies
compmence at a reduced level 1iZ possiZle.

Tn ciroumstances cf pa-zial or no deliveries, To the exzTent
chat Seller may be relieved of any £inancial ocligations by
Canadian Transpercers Wwith respect 0 any components
affecting the Demand Charge, Seller shall credit Buver on an
equivalent baslis.

In the event <that due to constructien of plipelines or
relazed facilities cn Canadian Transporters, Commencement cI
Firm DelLiveries is delaved to a date subsaguent To Tae
cates: '

which <the necessarv license <5 expcr:t Gas IIom

(LY on
Canacda ccmmences: Cr

(11} on which The necessary permiz o allow Temcval Ircw the
Province of Alberza commences:
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~nen Seller agrees, within one Month after Commencement of
Fivm Deliveries, to proceed to make application to the NE3
cr the ERC3, or both as the case may be, tO axtend =The daze
on which <he necessary expcrt license or removal permit
expires, to a date fifzeen (15) Years after the COommencemenc
of Firm Deliveries. I1f the Seller 1s not isuccessful 1in
obtaining such an ex<Tension of its export license or removal
permit, then the tera of this Agreement, as referred 2 in

r=icle III, shall conclusively be deemed to be amended to-
expire the earlier of tae expiry of the then existing NIB
expor= license or the ERC3 removal authorizacion, as such
were originally obtained in respect of the sale of Gas as
cavered by thlis Agreement.

In the event thaz a Minimum Take Deficiency occuTrs wWIth rIespect
to any Quarter, Buyer agrees to pay Seller in acc rdance with
Subsection 7.3 a "Deficiency Payment", which shall mear and be
equal ts the product obtained when the Heating Value equivalent
0f =he Minimum Take Deficiency is multipiled by =twenty percentc
(20%) of =he MArithmetlc Average Montnly Ccmmodity Chazge"
crifcanle to the Quarzer in which the MInimun Takxe pDefilclency
was inmgcu-—ed. The Heating Value equivalent o the Minimum Take
DeZiziencv shall be calculated by cocnverting e Minimum Take
Ceiiclency =o GJ’s based on The welghted averace Heating Value c¢f
the gas deliverad at the Pcint of Delivery in tThe Zinal Menta ol
the Quar—ar i which The Minimum Take Deficlency was lncurIed:
hcwever, 2 nc gas was delivered in the £inal Menth, =he last
MenTh in which delive-ies were nade shall be utilized. Fox e
purtoses cf <Tais Sukbsecticr, The "Arithmetic Average McntThly
Commodicv Charge" appliicaklie fcr a Quarter sk 11 e calculatad v
acding =-me CompmediTy Charges that would be cal ulazed Z£cr each
=n i the Quaz=aer in guesticn, and dividing tials sum DV Three

) .

—~
()
|

If a2t anv Time £gr any Teascn wihatsoever, 3Buver is nct azlie T
accert full deliveries cf the MDQ at the Point o€ Delivexv, cr i
pursutant T2 Sutsecticn 4.4 The MDQ has been raduces, Sellar wWwill
have =he right, f2r the Time or times ancd to the extent ary Spare
Cacacitv exists, Tc use the Spare Capacity for 1ts own purposes,
assigm i=s rights to such Spare Capacityv %o a third party, or, o
sell Gas to a thizd party which wcoulid otherwise be s¢ld To 3uver
and use the Spare Cacacity T TransScerT such vclumes to Tae tnixd
sarTv. To the exzent of the velume leval that Seller vtiliczas
Scare Capacity, it will credit 3uver wizth Cfiset Demand Charges.
pid s vnderstood, however, <That Seller shall be uncer no
ozcligatzicn whatscever Tz seek = cdtain supplementary markeis O
anable iz =o utilize all or a pcrTion of any Spare Capacity. Any
Credit Zrzm Seller due To 3uyer, as pravided in thls AgTeement,
inciuding, wizheus iimitatien, a eredit ts Buyer ZIcr Demand
Charges whlich cradit will De provided T2 The exsanc Seller 1s
iTsalf relieved of such charges by the Canacdlan Transpcrter,




- 17 -

shall be handled separately. Seller agrees nct TO Uuse
intermuptible transpor<ation to dellver Unpurchased Gas on
Canadian Transporters to third partiss to the extent tiat cn aay

'given Day Spare Capacity exists to move such volumes.

&

€ for ary pericd or periods of 730 consecutive Days, Buyer takes
a volume of Gas less than the amount resulting after subtracting
(ii) £rom (i) below where,

(i) ecuals 75% of the sum of the MDQ in effect for each Day in a
730 Day period, and,

(Li) equals the tctal of volumes not delivered or recelived during

=he 730 consecutive Day period due to force majeure 2as
deterained pursuant to Azticle XV,

then Seller, a%t any time within forty five (43) Days alter tae
end of the 730 consecutive Day pericd in question, shall have tae
right to serve Buver with a notice, to be effective sIxTy (60)

Cavs afuer receipt by Buver, (during the sIxzy Day pericc ne
parzies szall meer =z CisSCuss matiars), TO permanently redug2 The
Maximum Dailiv Quantity o a velume egual TS The aggragate
guantizies delivered during The sutiect 730 Day pericd (wWhich
aggzagate amcunt shall be ceemec T2 inclucde cu ntitles, up T2 Th

MDC aczinmated faor but nct delivered or received for reascns of
Zcrze mateure, as AdeTermined pursuant TS Subsectiz LS.a{h)
divided 5v 730. Seller shall contlinue To cradiT 3uver wlTooany
Cffse= Demandé Charzes as may be reguired, but calculazac Wit
raspect =o a reduced MDG. Upen any rTeduczlion T2 tne MDQ Taking
effact <The Demand harge - otherwise pavatle oy 3uver shall
_—— -

“nereaf-ar be czrraszendinglv raduced for all purzeses under LRIs
AGTraement.

(2) The parzies heret:> acree that Seller shall have

—nat The =ight

and compleze autheriTv at its sole discratlon e diszese cst
Unpurchased Gas, without ccmpensation o 3uyer oI withoust
any ccligazicn tTo delliver eculivalentT ancunt T2 Buver.

Seiler’s right and discretion to dispecse of Unpurchased Gas
shall include without iimitation the right to use directl

cr bv wav of disclacement <this Gas for: (1) sales of such
Gas to <Thir2 parszies, (2) any of Seller’s purpcses Or
crciects, whatsoever whether external or internal, oI Then
existing or existing in the future, cr {(3) sales or deliverv
Tc an Affiliate of Seiler. Anv such dispesal cf Unpurchased

Gas bv Seller szall be accounted for on a Total Usage Dasis,

wherskvy the £i-sT  such uUnRic 0f Gas <desicnazad as
Unpurchased Gas will be deemed tTo be the Zirst units oI
Unzsurchasad Gas subsecguently éispesed of. Seller will, on a
rsasonazle eilcrt sasis, inform Buver of any proposed
diszcsitiens of Unpurshasad Gas ané as To the aval:l silicy
cf suca Gas £or purzhasa Sy Buver at fuzure <times. WIthin
ninetv (90) Days oI <the end oI each Contract Year, Seller
will wabulate £fcr 3Buver the <tThen remaining cuantlitles of
Unpurcnased Gas and Base Gas at the end c¢I such Contract
Year,
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(b) Subject «o the other qualifications herein provided, any
volumes ¢f Gas representing Base Gas or volumes of
. Unpurchased Gas not otherwise disposed of by Seller under
the terms or authority of this Agreement, will upon request
of Buyer be made available by Seller for disposition to
Buyer at the Point of Delivery at volumes above MDQ on a
reasonable efforts basis at any time full delivery of the
MDQ also occurs. Seller’s obligation to provide deliveries
ef any such Gas to Buyer at the Point of Delivery will be
subject to other existing fira commitments drawing supply
from. Seller’s Gas Supply Poel, the abilitv of Seller to
provide necessarxy economic and physical deliverability £rom
Seller’s Gas Supply Pool, (both as determined in Sellex’s
sole discration), and t2 the concurrent availability cf
interruptible <¢ransportation on Canadian Transpcrters and
United States Transporters for the guantities of such Gas
requested, as well as to any further required regulatory
approvals by Canadian Regulatory Authorities or U.S.
Regulatory Autheritles. Buver will pav for such Gas volumes

at the higher cf:

(1} <he Zommedisy Charzse rate in effect at the tine of
cellvery T2 3uver aprclicablie 4z the MDQ vclumes, cr

highest per unit commedizy oric Seller could

elve cr was cifered frocm a third pa-ty (cther tham

-

£ party tThat is an Afiiliaza cf Se lle-,, for Gas

. iuring thie recuestad dellivery pericé, or

Ch cther price as 3uver and Seller may mutially agrae

ancd snall alsc pay any and all <ranspecrtation charges of any
nature whatscever 1incurred by Seller in

deliveries cf such Gas and pay for any fuel gas raguirements

T tle rate set forth in Subsection 4.5(9) (i) abecve.

(c) Unless ctherwise agreed, any vclumes cf Gas delivered o

Buyer pursuant to Subsections 4.5(b) or 4.7 hereunder shall
be firstly appiled in reducing any accunulation of vclumes
atTributable To a Minimum Take Deficiencyv and then ava;_aa e
T3 Buyver until it 1s reduced %5 zero, and then to app in
recucing existing volumes of Unpurchased Gas until ;t is
Tecduced To zero, after which it shall then be aprlied =o
feduce the volume of Base Gas.

4.6 Buver, and nct Seller, shall bhe responsiklie for all Gas charges
Or Gas reculrements of the United States Transporters uniess
otherwise agreed tc in writing bv the parties hereto.

- - s

Sutject to the other provisicons of this Subsac=icn 4.7,

Seller shall orly have <the orligazion make available for
disposition to Buyer, and Buver shall only have the right %o
nominate such volumes Ttributable w2 a Mininum. Take
Deficiency that may have accumulated in a Quarzer, in the
365 Day perilod immedliately £following the Quarzer for which
Such talulation cf that Minioum Take Deficiency applies.

in connecTion wi<h *




Gas

(%)

- .o
]
i)

(Zv)

(1)

Buyer shall pay £fcr anv
To a Minlimum-Take Telficiency at the higher of:
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Any volume attributable to 2 Minimum Take Deficiency that
has not been repurchasad within ®he 365 Day period following
the Quarter for which it was tahbulated shall be deemed to
become Unpurchased Gas for all purposes under thls Agreement
effective immediately following %the end of such 365 Day
period.

Seller's obligations to make available to Buyer volumes of

ar--ibutable %2 a Minimum Take Deficiency, shall be

subject to the following:

that Buyer's nominations for valunmes of Gas
atzributable to a Minimum Take Deficiency shall not be
considered as par= of the MDQ and shall only occur with
respect %0 a Day when %he full MDQ is being accepted at
the Point cf Delivery by Buyer and when interzuptible
transpertaticn on Canadian Transporters is available €0
Seller, at <the nomination amount of such volume

ab-—

tiributable to a Minimum Take Deficiency, to the Point
of Delivery (or such other delivery point agreed to by
Seller and Buver); '

that interruptizle transpcrtation service is avallakle
To Buver f£-om The Polnt cf Delivervy (or such ner

The
delilvery peclnt agraed T2 =v Seller and 3uver) fcr the

amcunst ©£ such ncminations atTTributakie Tt oa MIinimum

Take Dleficlency:

that the parties must have received and accepted any
ané all necessary recgulatsry authorizaticns

later iz to enabla
Seller to dellver and Buver s receive such veclumes
F R,

atirizutaple To a Minimum Take Deficiency ncmination at
the Pcint ¢ Dellvery; and

that Seller desires tTo make Gas supgly avallable to
service a nomination attributable to a Minimum Take
DeZiciency vciuze at the grice determined In Subsection
4.7(c) and that Sellexr has <the necessary physical and

econonic deliverazility from Seller's Gas Supcly Pocl
after taking intc account other commitdents serviced
thereircre, T2 se-vice the volumes attributakle to a
Minizum Take Deficiency nomination of Buyer, with the
determination as to whether Seller desires o make such
Gas avalilakle t> Buyer and whether Seller has such
deliverabiliTy %o supply such Gas, to be in Seller's
sole discreticn

forpang — Sraliil of o0y
such delivered volumes attributakle

the Ccmmodity Charse rate
which dellvers of <%he

L .

in effect in the Mcnth in
velumes a<ttributakble TO  the
Minizoum Takxe DeZficiency oczurs: cI,

the nighesT pexr unit commedity price Seller could
Tece_ve or was oZfered ZIZ-zm a thiri party (other than a
third paxty that is an Affiliate o2 Seller} for Gas
during tihe reguested delivery pexiod, or

Such cther tIice as 3Buver and Seller may mutTually agree
upcn,

V44
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. and shall also pay any and all
wha-soever incurred by Seller in connection wizh deliveries
of such volumes attributable te a Minimum Take Deficlency to
Buye- and pay £for any fuel gas requirements at Tthe rate sec
for=h in Subsection 4.7(c) (i) above.

(a) Seller is not obligated “o provide Gas under

this Agreemenct
from any source other Than from Seller’s Gas

Supply Pool.

(k) Subject to all the provisions of this Agreement, the parties.

acknowledge that the maxizum total quantity of Gas tlat may

be delivered at the Point ofJQflive:y under this Agreement
shall not exceed 5,422,181 10 m~ (192 BCF).

ARTICIE V
COMMENCEMENT AND NOMINATION OF DELIVERIZS
(a) Based on the best advice of Canadian Transporters as to
completion of the necessary Canadian “ransportation
facilities, Seller will, on a reasonable efforcs basis
£zempt to Zforecast ZIor Buyer a daze six=y (690) Cays In
advance of “he date for Commencement ¢f Tirm Deliveries. AT
che =-ime cf the execuzion 0f this Agreement, tnhe exgpectec
Ca=a of =1e Commencement cf FTirm Dellveries is Ncovember
16S.. Based zn

-

as pote) completicn cf the necassary Unizted Staztazas
transperzation  facilities, Buyer will or a reascnab:e
ef<av—35 bas.s az=empt t2 forecast £fcoo Seller, <he dazs
for=v-Zive (43) 3Days in advance ci the daTe LT =XxXDpectTs ID
place izs £icst necminaticen Zor Gas delivery herzunder and

advance of the cate XDectTs UO place
il

shall provide wrizzTen nctice of at least
it e b4
f2r Gas delliverv nersunder.

«en {10) Davs In
fiwge nemination

(b} The parzies heretTs agree Lo wWork with thelr respective
c-znsgerzers and use Teascnatie effoIts

transportecs cocrdiinate constructlion 0f tTranssSortaiich
facilities =0 attemDt tco ensure Seller can delivers “ne MDQ
an? 3uver can begin tTe accept deliverv cf the MDQ at< the
sane Time.

Seller will commence 1ts delivery of Gas
Buver’s nominaticn grovided fcor in Subsection 5.1 Seller will
adjust its delivery ¢ Gas 1n acccrdance with Buyer’s ncminaticn:
grovided <that such ncmination confcrms to the Ie irements oI
This Agreement and <=thcse ¢f the Canadlian Transporters and is
received no less than twenty-fcur (24) hours in advance oI any
desired change 5 decrease a nominaticn and forTv-eight (48}
hours in advance of anv change £O increase a nominacion.

in acgcordance with

-

IS a Ngn~-3usiness Dav (or Davs) ocsurs within a time 2oz which 2
ncminazicn cnange is t©s cccur, a further wwentv-feour (24) heurs
peziod fnr each such Ncn-3usiness Day shall be added T> the 3zase
twenzv-Iour {(24) heur cr forty-eight (48) heour notificatien
reguirement. If nc ncminaticn is recelved by Seller Izx any Day,
the last ncmination snall remain in efifect.

transportation charges

¢o  have <These .

Tk
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Notwithstanding that nominations are made on a Daily basis, Buver

shall, when possikle, provide Seller with a Monthly forecast of
its Gas requirements, one Monta in advance of the first Day of
each Montl.

ARTICLE VI
PRICE :

The Cont=ract Amount to be pald by Buyer To seller for the demand

service to be rendered ancd/or commodity supplied by Seller under’

this Agreement shall consist of the following components:

(a) A Transportation Charge, determined Monthly in accordance

wi=h Subseczion 6.3 and payable beginning with the
Commencement c¢f Firm Deliveries, but regardless cf whethex
Gas is delivered in any Month: and,

v s ¢

(b} A Ccmmedity Charge Zfor Gas actually delivered by Se

ller to
Buver determined Montialiy in

aczordance with Subsection 6.4.

A1l charges billed D 3uyer cr Saller sna.l be exgressed In
Unized S=ma2zes dollars. ARy Dnecessazy conversicns IZom ither

- St E—\-.d
Uri—ed Sta=as or Canadian currancy with respect ©2 anv charges

€or any Mcnth shall De calculated az the rTatz ol excrange fzrz
such Mon=h, wnich rate cf exchance shall be the averzge e <t

ne
nocn ssSct exchange Tatas £5r %wne UnizTed States dellar in Terms o=

Canacdian dcilars ZSor such Mcntii, as susiished by tae 3ank oI
Carada; uniess -he rate of exchange 1s raguized t©o e calculaced

i a mammer tnaz may be prescribed from time tS Tine DY Canac.an

s cm et

goveramenzal cr Canacdlan Regulatory Autzcritles.

(a) The Transpor-ation Charge ZIor each Month, shall be The sum
o the fcllowing amcuints:

(i) a menthi \
TcDr based on the apcroved demand  toll per “m”
de-smined bv the N3 and in eflect fvsm time £c, time and

appilicanle to the transperzaticn of 99..3 10°m>/day (25

MMcf/d) fzom Empress, Aiberta, To the Point of Delivexy anc

~» include any other f£ixed %tcll or charge levied by TCPL and

affaczing the delivery cif The Gas he-eunder as acgroved by

—he NZ3: plus,

(ii) a chnarge £sz actual Zfuel gas (priced at the Commodity
Cnarge) supplled <o TC2L by Selier in acceordance with <the
mror netice of reguirements for fuel gas as apcroved by the
NT3 and =elating <©oO tTtnhe <Transpertation of velunes of Gas
hersuncder tc Buver: tlus,

iii) the commodiTy TIanspCITation COSTS 2s charged Dy TCPL (as
apsroved by tThe NZ3) ZIcr the vciumes delivered by Seller TO
3uver at the Pcint of Dellvery and any cther variable tolls,

~mer charges ©I other cosSTts whalsoever, approved by the N3
ané charged bv TCPL fer service DV TC2L affecting <tThe
delivervy of any Gas under this Agreement including, withocut

lizi=azion, any additicnal charxge or COST, whether lump sum
c- inc-emental, involved in providing linepack to oI on
TC2L: Tlus,

-

-riv demand cha-ge Dbeing the 2amount Lilled Seller by -




(v)

- 22 -

.

. (iv) a charge for cocst of service for fimm transportation service

on NOVA each Month, charged to Seller as a sum of the
following fact=cTs:

(A) a demand charge for NOVA T-3 receipt point service (or
equivalent) based on a fixed quantity of Gas deemed €O
be delivered and egqual To 120% of a deemed delivery of
991.5 10°m> (35 MMcf) for each Day of each Monta; plus,
for each Month, an amount equal to a deemed Demand
Charge payable to NOVA as if aaditional sufficient fimm

- capacity on NOVA existed for T-5 receipt poiat service
for 120% of amounts of fuel gas notified to be supplied
each Month to TCPL pursuant to Subsection 6.3(a) (1)
plus, '

(B) a demand charge for NOVA T-5 deliverv point service (cr
equivalent) based on a fixed guantity of Gas deemed L0
be deliversd and equal to 100% of a deeded delivery cf
991.5 10°m’ (35 MMc#) for each Davy cf each MontTi; plus,
sor each MentTh, an amcunt egual to a deemed dermand
cha-ge pavatle T3 NOVA as if acditzional sufiiclent f£imm
cacacity on NCVA existed Ior T-3 dellvery point service
fer amcunts cf fuel gas to be supplied each Mcntn T
TCPL pursuant T Subsection §.3(2) (il): olus,

(C) a charge for actual Ifuel gas ( riced at <he CommcdéizTy
Chazge} csonsumed Dby NCVa ZIo transpcrTaticnn cI  Gas
vcluimes egual tc the vclumes delivered T Buver az The
Point ¢ Delivexy hersunder 3pius TCFL’'s Zfuel gas

o
rac.irements; Dius,

-t e am = o

-
—r

——

-

(D) a charge at the NQVA £imm transpers -ior, unis g¢harcg
cocmmodizy ratze, <therein in ellectT, mulziplied by <the
ac-ua. vclumes of Gas transpcr=a2¢ or dDehalf of Buver by
Selier on NOVA during tze Mcntik, to inciude additional
volumes fc- fuel gas crprovided T3 TCPL  for such
deliveries and any other <tcils, charges, OI CCSLS
levied by NCVA affecting the delivery of Gas hereunder,

plus; :

any amount of any single or multi-stage sales tax, business
—ransfer tax or value added =tax, laviable by any Canadiarn
Provincial or Federal Gevernmental authority on Seliler for
any Transportaticn services provided by Canacdlan
Transporters cr ieviatle on fuel gas suppliad ta Canadian
Transper-ers and referasle to the veolumes of Gas Zor which
such transgertation service is avallable to make deliveries
To Buver under <tTnls Agreement, including any amounts in
increased ccsts cor charges incurred ang payanle direcTly oT
indirecslvy bv Seller as a resulz ¢f the impesizion ol any

such tax on Caradlan TranspcorTers.
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(b) I= is understood and agreed that the Buyer shall at all
simes and in all circumstances during the term c¢I any extended
term of this Agreement remain liable for the Demand Charge
components of the T-ansportation Charge regardless of Gas
deliveries, and except to tle specific extent provided 1in
Subsec-ions 4.4 and 14.2(b}, the same shall not'be subject <To
revocation mitigatieon oOT reduc=ion for any cause Wwhatsoever
including without limi<=ation, any Non-Excused Performance, any
Excused Perfcramance, anly Daily Underdelivery, ©OT any other
failure by Seller to deliver £or any Ieason whatsocever, OI any
inecident - or incidents of £force majeure whatscever whether
directly or indirectly affecting Buyer, Seller or a thiré party.
Although Seller may be liable from Time To Time t5 pay Buyer
certain credit under this Agreement, to include without
limitation Offset Demand Charges, or credits for Demand Chaxrges
o +he extent Seller is itself entitled to such 2 credit from a
Canadian Transpaorzer, such crecdits shall be calcula=ed separately
and pavable separately and shall not automatically reduce Buver’s
obligazion to pay the £411i Demand Charge. Tc the extenc and only
£5 +me extent that Seller may not have settled a specliic

Fa—

financial liamilizy to Buver uncder thls Agreenent that has been

LS — et
agreed =c by 3Buver and 1s nct tae susiect of a bena Iide diszcute
for which a Zimal ncn-appealable judgement oI 2 compeTent GCIursT
has beer rencered, 3uver mav set ¢iI the anount anc onrly the
amcun= c¢f such de=ermined financlal liamilizy against an

equivalent amcunt of ctligation To pay tae Demand Chazge.

el

(¢) Anv conversicn Ircm velune unizTs o neatiag urits Tragulired
f3r the purpcse of thls Subsect=isn 6.2 snhall be based on The
Heazing Value of the Gas sranspeorzed ¢n TCPL’s system in The
Mcon== of deliverv and as dezalled in 1its iaqvcice To Seller.

(a) T <ais Subsecticn 6.4, the variabies used 1in the ecuatlions

ae mcre fully cefined in Appendix A. The fz2llowing terms:

used in Subsection 6.4 and Appendix A sk 11 have <lhe
fcllowing meanings:

(1) "Base Period" means the six Month time intexval
beginning cn July 1, 1983 and ending cn Decexber 31

L

1988
(iiy "Commodity Gas Charge' relers T2 +me Gas CTST cIshmpoenantc
c? <the Representative Pipe:iines’ cemmadicy charges

decermined In acccriance with:

——— s

Tennessee - RazTa Schedule CD-§ Gas Charfge
maxas Tastern - Rate Schedule DCQ Zcne D Commeccity Gas;

44




-
!
(vii) the symbcl "/" means to divide byv:
(viii) "3BL" means barTel, egual to 42 U.S. Gallons: -
(ix) "Texas CEZastern" means Texas Eastern T-ansmission

()

(c)

Csi =
where

cs

pR) ¢

b

(&)
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iii) "Initial 3ase Price" means U.S. 1.45/MMBRu;
(iv) "Period” means any Month during the term hereofl:;

(v) "Representative Pipelines"” means Tennessee and Texas
Zastern: '

¢

(vi) the symbol "*" means to multiply by:

Corpcraticn

Subject to Appendix A, the Commodity Charge shall be

calenlared in aczsrdance with this Subsection 6.4 and shall
be pavatie in respect to all gas delivered at the Point of
Deliverv. If any discrepancies or ccrnflicts arise between
This Lpseczicn 6.4 and Appendix A, appendix A shall
crevail. This Subsectlion 6.4 1s intendec T2 give a generzl
veview o0f =he Commodizy Charge calculation. Appendix A has
a’l —he detailad defin-=ions ané formulas fsr the Commodlity

— vt ——- -
Char= 2 et a=d An
harse calLculatlic

1 I

The Commocdicy Charze shall be calzulatad in raspect cI eacnh
YMern=h Sv escalating the Initlial Base Price. The escalaticn

fac=—aw used To escalate the Initial 3ase Price snall

be <Tae
Massachuse==s Market Weighted Average ?Price IncCex as set
£2v=n im Sussec=icon 6.4(d). The Commedity Charge rIfor a

Pe-ind shna.l pe determined in accordance wizh the formula:

™ o waa

'
-

[(U.S. § 1.45/MM3Tu;/(1.054673 Go/MM3Ta) > {IﬁXi)

= =he Comzmodizy Charge in U.S. $/G5 calculated

cn or belfore
zhe 10Tth Day cf the Month following the Period;

= =ne Massachuset:is Market Weighted Average Price Index of
The DPeriod;

sents the Period fcr whizh the Cocmmodity Charge is

pugnd d

The Massachusez=s Market Weighted average Price Index shall
egual the weichtad average c¢f the individual percent changes

cf the prices cf Gas, Residual Fueli Qil, and Nigtillace Tuel
il fpr +wnhe DPerizd ralative to o Rase Period. T

welghting shall be bkased cn The percent enezgy consumpticn
0f Gas, Resizual Tuel O0iL,

i anéd Dis=illate Fuel 0il in
MassachnuseTis.

V{4
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The Massachuser=s Market Weighted Average Price Index for a
Period shall be determined in accordance with the formula:

IDXi = [ING$: * NG3i) - (8653 + S6%3) + (228i * £2%2)1/100

(2.0838) (2.2344) (3.4330)

.
4

where: —

NGS = represents the rithmetic average of the Representative
Pipelines’ Commodity Gas Charges:

NGt = regresents the percent energy consumption of Gas in :
respect of the sum of the eneIrgy consumption of Gas, J
Residual Fuel 0il, and Distillate Fuel 0il in
Massachusetis;’

865 = represents the spot barge price of Residual Fuel 0il in
New York;

46% = rapresents the percent enhergy consunpticn of Residual Fuel
Cil in respect of the sun cI the energy consumpticn oI
Gas, Residual Fuel Oii, and Distillazte Tuel 0Ll in
Magsachusatis;y

826 = rarresants the U.S. tank car tIuck transport lct zrice of
Diswilia=e FTuel OI1 in Bosten;

£2% = resresents e pertent enemgy consumpticn cf Distilliaze
Trel €Ll inm respect oI The sum of the energ consumpzTicon
cf Gas, Residual Fuel Cil, and Distillaze Tyel Cil in
Massachusetts: '

i = represents the Pericd Zor which the Commodizy Charge is
seing cdetermined. - '

(e) I during the term oI thlis Agrzenment, any published data

inciuded in or necessary £or the computatiens cr indexing
specified in <this Sudbsection 6.4 o Acpendix A (herein
refer—ad ©5 as a "Reference Indicator") should “undergo

rest-ucTuring, cease to be puklished, or become unavailable

to th car-ies hereto, <the parties shall agres on a
subs—i-u-e indicator that is effectively eguivalent to the
Re<erence TIndicator which is no longer avallable. Careful

consideration should be given to the base price as affected
bv the Reference Indicatsr, To ensure thac iz can still be
wsed == accurately rercresent the price trend wiztih <the
surs~:izu-e indicatsr. A new base price may have to be
crea~ed <or the substituze indicater. Should <tThe parcies
not be acis ©o agree cr a substlitute indicator, tThe matier
of selectiecn of a substitute indicator may be submitted O
ar-i=—a=ion in accsriance with the provisions of AxrTicle

7. The azhizrators shall not utilize data Irom a
pubiiczaticn where the point of delivery for Residual Fuel
O:1 or Dis=:illate Fuel Oil is such that consumption by one

or more buyers, for example delivered tc Boston Harbour,

AN




6.5 The Seller shall be <responsible for
Contrac® Amcunt in aczerdance witd

6.6

(a)

(B} (1) mhe cnlv maTTar
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could unreasonably influence the relative ¢oasuxption er
price of Residual Fuel Qil or Distillate FTuel CiLl. PTior ©o

the determination of the arbitrators, the Commodity Charg

per uniz for Gas during this pericd shall be the arithmetlic
average of the per unit Commodity Charge oves the pricr
twelve (12) Month period, with such MenIhly prices not to be
weighted by volumes taken in those Montas.

?

calculating %the Mont:hl
is Agreement.

Eicher paz<y may, DY Giving written notice to “he other cZ
not less than cne hundred twenty (:20) Days, oI mole than

one hund-ed fife=y (150) Days, prior to June 1, 1991 and the
p. P

lase Day of each cf the 3xd, 6ta, 9Th oT 12¢h Cgontract
Yea>s, and any third Year therealter, reguire renegctlation
6f the provisions of Subsection 6.4 oIl

(herein in this Subsection 6.6 referred to as “he "Ccmnacdity
Charsg Pricing Reopener")., If pursuant o ary such
renegctiation, <the parties mutually agTee, bv  written
amencdment %“o this Agreement, To modify the zrovisions cf
Sut-sectTien 6.3, such modiflcatlens, unless cthersilse
mandazed, shall beccme elfective as ci T=ne first Zav oI
Novemser £allcwing The date

trhis AgTreement

ol o - - .- - =
fc..2 cn whlch pay an nc e Q=2

e W in =

renegctiazicn was gGiven (herein called <Tae "A-sitraticn
TfZactive Dazse"). II the

Tf whe parzies have nct agreed to medlly
the provisisns cI Subsecticn §.4, as aforssald, WiTRin SIXTV

{60! Savs aZfter <tThe date zInhat w-iz==an ncTice c¢f  The
venegeTiazicon was given, elther party zmayvy, 3V giving wrizzTen
ne=ice =5 <The otaer prior To the Iixst Dey o:f Novemoer
-+

£ollowing tThe cate on wonich writ:ien actize of renecotlation
was given, suSzit tne Datter I ar=i<ratien i3 accoriance
wi=x zhe £failzwing Trovision cf thls Sussactien 6.5. anc
Azzicle XWVII.

- - e - - o
The only =5 bhe rafarred %o ar:zitratisn PLIsualc

€.6 and the cnly zmatTzars upen wnich
~~a avhi=razsrs shall render a <inal dezarmination
pursuant To this Subsection 6.6 shall be the issue of
Gezerminiag a fair and equitatle markeT sensitive
Cozmodizy Chacge, in accordance with the =Isilowing
overall cr-jectives:

5 whig Sussectlicon

-t

fA) as cf the Arbitretlon EZffectlive Da:ze, establish a
tnern current ccocmpesitive falr and eguitaczle New
Zase Price, if necessary, based upon evidence cI
the current Gas cost comperent ¢f commodlity prices
(neT including transpersatlion costs) ¢ Gas teling

purchased on a comgetitive basis in MassachuselTs

under lcng term 2i-a cocrnTracts: ang,

(3) eszakzllish a new

meTiagicliocy, i necessasyv,
u=ilizimg suzh variaklag, =efarance indicatsrs and
ecuat.sns in cInjuncti

junczion witz the New 3asae Price
as are necessary =To acdiust tTnhe Commodity Charge
upwazds cr downwards on a Menthly basis Zor a
pericd ©f th-ee Yeazs frcm the ADD!

m=itTraticn

V44




(11)

(iii)The arzitrators snall
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Effective Dawe so as to track Monthly fluctuations in
the Gas cost ccmponent of commodity prices (not
including transpcrtation costs) of 6as being purchased
on a competitive basis in Massachusett=s under long term
firm contracts. The arbitrators may amend, delete or
substicute such variables, equations ,and Reference
TIndicators utilized in Subsec—ions 6.4(a) - (e) and

Appendix A (as may be amended) as arce necessary Uo
satisfy the cverall cbjectives.

+ is expressly uncderstood that, in rendering a <£inal
determination regarding a fair anc equitable market
sensitive commodity charge, the arbitrators may change
or modify, either individually or in total, <the then
current (1) Base Price, (2) indices or (2) me<thodology.

In fulfilling the objective set forth in Subsection
6.6(h), the arzitrators are directed tO:

(A) de=erzmine or es=imace -“he Commodizy Charge Icr Gas

for the Mcnth immedlatelY rreced.ng the
-hivrazicn ZSfactive Date in acsoraance with the
terms o  thl Agreement and compare it Wit
evidence cI <tThe currant Gas C3IsT smponent  of

conmodity ©rices oI Gas teling purchasad cn a
irlye masis in MassachuseTIs under long teld
£i=m CconIractTs, 1n oxder T es—anziisn a New 3asa

(3) wizhx regarZ T3 the comparisch macde in M"A" above
anéd basad on the New 3ase Price s es—azlishec,
de-e—mine a mezhodology t©o index this New 3ase
Price so that the future Menthly Commcdicy Charges
£far Gas Will, cn a Mcnta tc Month sasis, =rack and.
be ccompetzitive with The Gas Cost compoenent o=
compodizy  prices (not  including cransportation
costs) ©Ff Gas being purchased cn 2 ccmpetitive
basis in Massachusezts under 1long Teom
Centracts, and: -

(1)

abd

1
-

(C) pwovide that fuTure Mcenthly Commeodicy Charges so
determined will be greazer than <The price
es=ablished by the Province of Alberta IIom tine
5 time for purposes of setting a minimum per unis
rovalty charge and allcw Seller tc meet oI satisiy
anv tests reguired by the NI3 Ior expoert sales cI
Gas:

cansider =he foilowing evidence
and fac=crs in reandering their detarminatien:

(A} The availability of alternate eneIgy sSJurces in

Massachusetts and the effact such aliermate ene-cy

sources coulé have on the usa anc vaiue c¢f Gas

pu-chased on a competitive nagig in Massachusett
tnder long term firm conTr

fioom gconTracts,




(B)

(C)

(D)

P
"
——

(G)

—
eyt
ll‘

—

(X3
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The relative growth and decline prejections in
consumption of Gas and alternate energy sources in
Massachuset=s. Relative growth and decline prcjections
shall be based on historical data as well as forecastec
changes in the factors, including regulatory, that
influence the relative consumption of Gas and such
alternate energy sources in Massachusetts;

Anv ané all data, confidential, proprietary or

_otherwise possessed Dby Buyer or Seller indicating

purchasing practice, and commodlty prices ancé
consumption percentages of Gas and alternate energy
sources anvwhere in the State of Massachusetis:

The inclusion and value o¢f any provisions and
mechanisms advantagecus tc either the Buyer or Seller
in this Agreement;

The relative corporate size and financial stability cf
the pa-ties here=o and any other provision or factor in
this Agreement influencing supply security and price:

-

The effacz cf anv tax imposed on Buyer or Seller:

'

imilarities and dissimilarizies between the provisicrs
cf tal Agreenent rnd  ta provisions oI other
smpetitive conuracts for the purciase c¢f leohg temd
£iz= Gas in Massachuset:s;

The iong term nature o this Acreenent:

The cu-Tent Gas cost coagonent of commedity prices ol

b b
Gas being paid by Buyer and other local distribution
ccmpanies in  Massachusetts for Gas purchased on a
snpetitive basis in Massachusetts under long term £imm
contIracts.

The time at which the price for Gas was agreed To Dby
respective buvers and sellers under any Gas contracts

€

fcr which evidence is adduced by a party hereto;

The historical performance or reasonableness oI any
me=hodology agreed to bv the parties or any arbitrated
methodology in arriving at any Commedity Charge
grevicusly paid Seller by Buyer pursuant To thi

[*3 L
Agreement; however, in looking atc a previous
methodology or histcrical performance the arbicrators

shall not azzempt %0 seek to adjust +the Commodity
Charze for any new period to mitigate the effect oI any
real or perceived unfairness in The CommeditTy Chasgae
for a srevious period;

The arbitratcrs

-

: v their consideratiern shall nelther
give effect %o ncr Tecognile consumpticn practices oI
one or more buvers of alternate fuels (excluding Gas)

3
i




(c)

(a)

(b)
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if such buyvers unreasonably influence the xelative
consumption, or lower the price of such altermate Iuels
in MassachusettTs; and

(M) CSvidence of available, existing, alternate and/or new
reference indicators or variables and evidence as to
any cther indicators or  sources which Track
fluctuations in the prices of Gas;

Pending the outcome of any such arbitration, the terms in
effect immediately prior to such arbitzation shall rema In in
effect to govern the relationship of the par‘xes unt the
Arbizration Effective Date. If <+the decision oI <the
A-bizrators is rendered subsequent %to the Arbitraticn
E“fective Date such decision shall be made effective
retrcactive to the Arbitration Effective Da:e as
contemplated by this Agreement, and the parties shall adjust
all billings as necessary and settle any d-ffe:ences or
amounts owing within thirty (30) Davs of the date <tRhe
decisizsn is rendered. Anv modification apgroved Dy Tae
arzitratcrs shall be effective prospectively Izcm lhe

Arhi<raticn Zffective Date only for a term noT To extand

bevend the <time when the next Commedlizy Charge Pricing
Recrener tnder thi sect=ien which czuild occur has teen
congluged bHv necctlaticn or aritraticn.

ModiZicaticns To the ctrovisicns o Suzsecticn 6.5 fusuant
Tz Subsection 5.6, inciuwding deterdinations ¢ The
am=ftrataors, shalli, if requi:ed, be subject To opTalning o
receizt oI all gcvernmental and  rTegulaToiy apgrovals
necessary pede] maXe -such acticns aZfective witasus
modification. The parties spall promptly apgly for  such
aprrzsvals.

T <

If any such govermmental or regulatory apoproval is denied,

the partyv receiving such denial, shall give notlce therec:
€5 the other parzy within five (%) Davs of recelpt thereof.
Such a notice, unless the parties ctherwise agree, siall be
deemed <z be notice of an "Ordez" bv a Govermmental
Auzhcricy as ccntemplated by the provisions ¢f Subsectlion
16.2(a) (1), anéd <=he provisions of Suksecticns 16.2(a) ancd
16.2(5) shall apply tec govern the rignts and okligaticns ol
the parties herets. The Commodizty Charge :Iin effect 12
a:c::va1 has been denied shall be %that Commeodity Charge as
cdetermined by the methodcliogy for which the 1ast regulatorv
asgroval was vTeceived. Such methodciogy shall remain in
effect to determine the Commodity Charge until a successiul

e P
ncnacpealable reversal cf the regulatorv denial occurs oOr

at the time at which a Commodity Charge detarmined uncer the

nex< schedulied Commedity Charge Pricing Recoene’ cakes
effect, whichever Iirst oczurs. I the -egu_a ory Or der- has
been suczessfiully anéd finally reversad tThe mnmets occ‘ogv T3
dezarzine Th

C“mmod“v Charge as was ac*eed ©o or whicn was
deterzined by —b;:: “ion and for which acproval was
initially denied, shall then become effective until the time

A mp
a Cocmmodlity Charge determined under <the next scheculed
Comzmocdity Charge Pricing Recgener is <2 take effect

- - —

\11
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PAYMENTS

In any Month 1in which Buyer purchases Replacement Gas Supply,
Buyer shall present -5 Seller, on or before tne 15th Day of each
pilling Month, a statement and bill for the immeciately preceding
Month shcwing the Unit Cost Differance and the quantity of any
Replacement Gas Supply purchased by Buyer i€ any) pursuant TS
Subsection 20.2. Upon reques<t of Seller, Buyer will also presenc
evidence tThat the Unit Cost Difference was incurTed anéd paicd
by Buver and that such Replacement Gas Supply was cbtained
accerdance with Subsection 20.2. Pavment shall be made %Tto Buver
bv Seller, subject To any reasonable objection bY Seller, within
twenty (20) Days of the receipt of such bill. I Seller okjects
s a bill by Buyer £for <the Unitc Cost j¢favence ©0f such
Replacement Gas Supply, it shall furnish security bearing
inte-est equal to the Prime Rate for the amount in dispute which
interess~ shall <follow distribdution of the principal upon Zinal
~esclu-ion and determinaticn as TJ payment.

-——aa

Cammenciag with <The Monzh immediatelv fzllowing tne Monta in

which Gas is first delliverad rereunder, or fcilowing toe MgnTh o

.. -

whi=n Csmnencement c Tirm Dellverlies oOCSuIs, whichever ZiI-st
oczuirs, Selier shall, on oC bes=rs =he 10Tx Day c=I suca Month
(ne-ein referred TC as 2 "3:illing McnmuTi'y, —ande- T2 3Zuver a

c—a-smenc Showing The guantity of Gas delivered at Ine JoL .
Delive—s during tne preceding McnTh uncer ~~is Agreement ani T=ne
apz__cazle CommodizTy Charge and Transgorszasion Charge comccnents
c® ==e Cozntzact Amount. Seiler snali describe in The sTatamnent
and deduct frem The total amcuns savaple Dby 3uyer anvy credit

pava=le T2 3uver TV Sellar under this AgTeement. 3uver shall make
vy e

pavment wizThin ten (Z0) Davs £cllowing raceiptT o such sTatsnent
£-2m Seller or tae 25th Day of tae 3:31ing Menth, whichever =S

ia=2z. Any adjusThents necessaXy T2 reflect actual deliveries or.
ct-e—wise sha.l be macde 1in <the fallowing MontTily invecice 1%
possible or within the period provided In Subseczion 7.3 Ln any

eventT.

yiThin thizwy (30) Days following the end cf each Quar.ecs in each
~r=vac= Yeaw, Seller shali rencer tTo 3Buyer 2 scatement SIOWING
~e Minmimum Take Deficlency, iI any, and =he Deficiency Pavment,
iZ anv, owed, in Tespect 0f =ne Quar=er. A Deficiency Pavmenz
wher owed small be paid by 3Buyer within tan (10) Davs cZ racelpt
o such statement f£rom Seller.

Should 3uver or Saller f211 To pav 211 ¢f =he amount cIi any wil,
as herein crovided, when such amount ig due, then, tTo the extenc
agprcopriata  interest mearing security has noc —herwise bean
surnisnhed by a parTy heretd, menzThiv  csmpeund Intarest shall
acc—se or =ae unpaid part cI such Sili at 2 -a==2 g LnTarest
ec:zal =0 The Prime Rale, T2 SOmmence cn =ne date sucn zavaent is
dus. ALD such interest shall be payazle TV suver cr Seller, 2s
aggiicacle, on demanc. I anv such falilurs by BuyeD TO pay

W




- 31 - : .
‘eon=iauves for a pericd of thirty (30) Days af-er payment 1is due,
Seller shall have no okligation pursuant TO subsection 20.2 and
may, without peraxly or 1iability, in addition to any other
remedies that it may have, suspend further delivery cf Gas
hereunder until such amount 1s paid. Notwithstanding <the
foregoing, Buyer may make reasonable objection to a il
submitted bv Seller. If Buyer in good faith disputes the amount
of any such bill or any parlt <hereof, and shall have paid seller
such amounts as Buyer concedes toO be correct and 1£f Buyer at any
time within twenty (20) Days after a demané made upon Buyer by
Seller faor securizy with respect to the amount in dispute, shall
have furnished interest bearing security in a form satisfacIory
to Seller, acting reasonakly, assuring payment to Seller of <the
amount ultimately Zfound to be due to Seller upon such bill Dby
agreemen: or by a decisicn of a court of competent jurisdictlion,
then Seller shall not be entitled to suspend further delivervy oZ
Gas because of any nonpavment unless and until Buyer deZlaults
unde- the terms and cenditions of such security. Interest on such
furnished securizy shall be payable at the Prime Raze with such
imtares= £o fo.low the distribution of the principal. '

Tach pa-zvy herezd skall have =Tnhe richt az all <=imes wiIn
reassonakle pricr nctice (nc less than 3 susiness Days) <& exanline
the scoks ané racards of tie other parTy during nermac business
heurs, =2 tThe extent necessary 0 verify +the accuracy c<I anvy
sta-emerz, charze, ccmputation or demand umdar CTr Tursuiant T2

This Agraement. AnNY eIITsSI OF discrepancy in cnatws °of statanents
furnisned zursuantc

Buver, as agciicasle, and grogers ad3usTaent thereol saall De mace
wi=min Thirevy  (20) ©Days aZlter a Iinal dezerminatisn cI <The
co-—ace wolumes or amcunts inveolved: provided, however, Tiat Lz
no such er-crs or dlscrerancies are rCeportec TO Seller ¢r Buver,
as applicazlie, within twe (2} Years Ircom vhe end c¢f the CcocntzTact
Vea- in which suca errors cr discrepancies occurred, Ioe sane
snall be conclusivelyv deened tTO De csrIrect.

—at ——

nerecc shall be promptly rescrTed IS Seller crx

ALl pavmentzs to Buyer cr Seller shall De made in U.S.

in U. s_larcs.
Pavments shall be fcrwarded TS Tne payee at pavecr’s ssle CoOST and

expense bv electronic transfer or ceriiiled chezue O the account
of pavee at a Canadian cr U.S. <£inancial instizutl

) lal ~izution tc .be
designazted bv pavee Ircm Time <O time £cr receipt %I such
cavment.

ARTICIE VIIT
DELIVZRY PCINT: TITLE

Delivars-cf Gas by Seller <to Buyver shall De at <he Pcint oI
Dellvery. Title and +igk =» Gas delivered heraunder shall Dass 2
Buve® af<er Gas is delivered To 3Buyer at Tthe Point cf Delivery.
A;l css=s and expenses cZ TransperTing the Gas IIcm anéd including
The Pcint of Dellivery shall Ce bcrne by 3Buyer.

-
-—
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AS berween ¢the parties hereto, Seller shall be, or shall be
deemed to be, in exclusive control and possession of the Gas sold
hereunder and shall be responsible Zfor any loss of Gas or damage
or injury caused by or to the Gas until same has been delivered
toc Buyer a%t the Point of Delivery, at which time and after which
point Buyer shall be deemed to be in exclusive control and
possession of such Gas and be responsible for any loss c® Gas, ar
damage or injury to, or caused by the Gas.

=T v -

A
.

Seller will only be required to deliver Gas into NOVA at the
delivery pressure requirecd by NOVA.

ARTICIE X
QUALITY OF GAS

The Gas =o be delivered hereunder shall at all times comply with
the cquality specifications of NOVA. Buyer ackrowledges Gas
delivered Lv Seller tc NOVA shall be commingled 1into NOVa's
commer st-eam and TCPL’s commen stream and Buver agrees oo the
curpeses of this Agreement ©O  accept such  Gas ané the

measurements ¢ the Commcn stream as determinecd by TCPL anc NCVA,
as Delng Seller’s Gas. :

Te -hme Gas o0fferad for delivery at the Point cf Delivery shall
-~
- -

fail at anv time to conform to the quality reguirements o2 NOVA,
then Suver mav refuse TT Turchase such Gas pending cerrecTicn TV
Seller. IZ Buver purchases Gas that does not coniorm T2 the above
sTtaTed qualiTvy reguirements, 3uver may notlify Seller T3 tvake any
reascrasle action necessary T correct the guality deficlerncy.

G

ARTICTLE XTI
MZASTREMENT AND TESTS OF GAS

The par<ies agree <that TCPL will be respensiblie foo- measuramen
0f Gas quantity and Heating Value at the Point of Deliverv, i
ccrdance with it apcroved tariffs, <tolls, and -genera
néivions. The unit of measurement of Gas for purposas o

~ing tThe Commecdity Charge component shall be one (1Y GJ
measured as hereinaf<er specified. The unit of measurement oi gas
£cr all cther purposes under this Agreement shall be one (L) &J
of gas for Heating Value and one Cubic Metre (m”) for volume. The
rar—ies hereto accept measurements provided by TCPL as final and
czrrect for all purpeses hersunder sublect only To any adjustment
as Tmay be agreed to by TCZL.

s Lmi® N1

i
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DR

sates Transporzer for Buyer’s account at the Pcint of
Delivery shall be deternined by the Canadian Transporter
transporting Gas to the Point of Delivery in accordance with
the then current standazd terms and conditions apwlicable to
such Canadian Transporter’s Gas transportation contracts.

(b) Should it be necessary ta make a conversion Irom Svstens

International (S.I.) units to Imperial units, the following
table shall apply:

(i) " One GJ of Gas measured at a standard condition of
101.325 kilopascals and 15 degrees Celsius shall be
considered equivalent to 0.9481567 MMBtu of Gas at a

standard condition of 14.73 psia and 60 degTees
Fahrenheit:

(ii) One MMBtu of Gas at a standard conditicn of 14.73 psia
ané 60 degrees Fahrenheit shall Dbe considered
equivalent To 1.054678 GJ‘s of Gas at 2 standaxd
condizion ©f 101.225 kilopascals and 15 degrees
Celsius: :

(iii) One McZ ¢f Gas at a standard condi=ion of 14.73 gsia
ard 60 degrees ?ahrenh%i: snail hwe considered
ecuivalent o 28.32734 m o Gas aT a standard
condision ¢f 101.325 kiicpascals anéd 13 cegrees
Celsius: and

(iv} Ore m3 o& Gas a- a s=andard cosndizion of 153 degrzaes
Ceisius and 101.325 kilcpascals shall be cons.derec
ecuivalent <To 0.035300%6 McZ cf Gas a= a standaxd
condi=ion ¢f 14.73 psia and 60 degrees Fahrennelt.

s Nt Sk

ghamplain, or such cther Uni<ed States Transporters, 3duyer may
install, maintain and operate at its own expense, such check
measuring ecuipment as desired, provided =that such eculipment
shall be so ins=alled as not =o interfere with the operation of
TCPL’s measuring eguipment. Any pressure or Volume control
regquliators installed by~ Buyer shall be operated sc as not %o
interfere with TCPL’s measuring facilities.

Rights of Parties: The measuring eguipment so instaliled by elither
party together with any building erected by it Zcr such
equipment, shall ke and remain its property. However, Seller and
Buyer shall have tae right to have repraesentatives present at the
time of arny installing, reading, cleaning, changing, repaliring,
inspecting, testing, calibrating or adjusting dcne 1in ccrnnecTion
wish the other’s or TCPL‘’s measuring ecuipment (TS the extent
permit=ed by TC2L) used in measuring or checking the peasurement
0f delivery of Gas uncder Thls Agreement.

Calibration and Test of Measuring Equipment: The policlies and

Procecures in Seller’s Transpcrt-ation Contract, sihall govern
verification of measurement andéd correction of errars.

™o the ex=ent permitted by TCPL or

44
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Preservation of Hete*lnq Records: To the extent the same are made
available by their respective transporters, Seller and Buver
shall each preserve for 2 period of at least six (6) Years all
test data, char=s and other s:imilar records. Microfilms of th
original documents shall be considered true reccsras.
ARTICLE XIZI
Y OF

L

Seller hereby warrants that at tie time of delivery;

(i) +that iz will have good title or the right to sell to Buyer
the Gas delivered hereunder;

(ii) +ha%t all such Gas shall be Iree irom any and all liens,
encumbrances ané adverse claims of any nature; anc

e

iii)tha= it shall have obtained all approvals oOT findings of

producer support that may be required by Canadian Regulatory
Authcrities.

Ixcept for specified charges Zcr which Buver is responsible, oOT
Ay -

£or +axes hereunder Zor which Buver has agreed =C assume any
dimec= or indizect turden, Seller will indemnify ané save Buver
harmless “-om all suizs, claliz iiens, damaces, ccstTs, losses,
expenses and encumbrances oI whatsoever nature arising Irom anc
cur of claims cf anv cor all perscns To sald Gas or :i:le therets,
c* o rovaliltlies, taxes, license fees, paywmenis or ctnh

~hereon aprlicakle belfcra the Ti.tie €

the Sas passes to 3uver.

Ixcezt fcr specilied charges hereunder for whizch Seller is
responsikie, 3Buver will incdemniIv and save Seller harmless

pabagen
all wits, claims, llenrs, costs, losses, expenses and
encum=—ances o whatsoever nazurz2 arising £rzm and out of clains

0f anv or all persens ts said Gas or tTitie tiersTc, oI to
rovalties, taxes, license fees,

applicazle after the title ts tThe Gas passes To Buver..

ARTICIE XTITT
TALE

Txcest %5 the extent Buver 1is or may be raquired <tc cav' a
specified chargze to Seller as a tax relating to a part of the
Transporsation Charge er must specifically reimburse Selle: under
this Acreement for a payment relating <o a tax as parsc of <he
Transpcerzaticn Charge, Seller shall pay or cause o be paid all
taxes, wcvalties and cther assessments and levies impcsed on
Seller with respect to Gas delivered hereunder prior o or on 2
concurrent basis with its delivexy to 3Buyer a: the Point oI
Deliverv (including, but without limitatlion, al severance anc

‘ impesed pursuant To the Take-c*-°av Czsst
Sharing Act, as amended, cr any similars legislation), anc Buyer
shall pav cr cause ¢tz be paid all taxes and assesSments imposed
upen 3uver wizh respect o Gas delivered hereunder aZlter it
TaceipT bv Buver at the Pcint of Delivery. Neither party shall be
:es§cns;ble or liarcle f£cor any %taxes or other statutory charges
ievied or assassed agains<t aﬁy of the facilities of the other

par=v used for the purpcse of carrying out the provisionms of this
AgTreement.

T charges

payments or otler charges ~herecn .

{4




14.1 Seller need only prcvide Gas hereunder Irom Seller’s Gas Suppt
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ARTICLE XTIV

STPPLY S ™Y

1y
Pool Buver and Seller will meet annually <=0 review Sellers’
supcly/demand balance.

L
The par=ies agree that 3uyer shall have the right, such rightT not
to occur more frequently than every f£ifth Contract Year, o
retain at Buyer’s expense, an industry recognized independent
engineering firm to conduct an aucdit and review of Sellex’s Gas
Supply Pool, gas purchase agreements contributing to such pool,
and Seller’'s gas sale agreements servicec f=om Seller’s Gas
Supply Pcecl, to ensure that Seller is able to meet it
obligations hereunder. The 1independent engineering £irm Will
concduct i<=s audit solely on the basis as to whether oI not Seller
would have been reascnably considered able to have demonsTr ced
£o the ERC3, using as a basis the ERCB tests ehat would have been
reguired on January 1, 1989, <that it pcssessed sufficiant
rese=—ses in Seller’s Gas Supply Pool, aZfter examiiing all
commicTments from such pccl, To have octalned a Remcval Perlz
fr-=m +the Gcverament cf The Pravince of Alberta fcr the balance ol
the “e=m of This Agr-eement (such teram Te be caiculated withcut
ragard tTo any possible extansion cf thls AgTeemenc purseant ©o

Sunsections 3.2 or 3.3) utilizing Tae lowest XMDQ in effect at the
time of the Ceview DV Such firm multiplied by the nurber oZ Davs
unexpired in the Term, <O <COmpute the regulired IaseIve nunser.
Seller agrzes =2 cccoperata with such au i=. Buver and Seller
agrz2e %<0 enter Inc a considentializy agreement WiIn  such
inderendent englinear.Lng £i=m. No speciiic informacticn regaziling

an2 no infsrmaticn regardine pricing terms need De provided Lo
the independent engineering frm.

Seller’s orher cIntractual arrangements Will be provided Tc 3Buver

Ic af=er such audiz Seller’s Gas Supply Pool is found to e

inadecuaze to meet The osligations hereunder, and Seller agrees,

Sellaer shall azzempt =0 remedyv such inadequacy within Twenty-Iour
(24) Mcnths. T sSeller disagrees w:ith <the 1ndependent
encineering firm, <then Seller will <refer the matter €2

arsicrazicn wimhin «hirty davs of the audit decision.
Arsie==asign shall <then ke used %o determine 1f Seller’s Gas
: 1v Pool, after taking into accsunt other exisving ccmmithents
n such pocl, would be adeguate To meet the obligaticns 0of Seller
mwe arbitrators shall determine the matier sclely on
the basis cf whe audit and review set forth above.

Seller ané Buver shall have =the right to submit agreements and

ccuments To the arsiTrators Sut may keep confidential and tlarnk
cuT any =tTerms ©f any agreements oI d4ocument ~hat Saller or
3uves-, as arpplicazie, in  thelr scle disgreticr, ocnsiders

Srsprietary OT competliTive.




14.2

(b)

Seller rese=ves a.l rights to csnduct i<s husiness
interference of 3uver and, Wwi.thout
wells, conduct érillin

az

its own discreticn
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I£ the decision of the arzitrators pursuant <o Subsection
14.1 indicates that Seller’s Gas Supply Pool, after taking
into account other commitzents on such pool, would Dbe
inadequace to meet Seller’s obligations hereunder <then
Seller agrees to attempt to remedy suci situation within
twenty-four (24) Months of the date of the decision of the
arsiteators. Until Seller remedies such inadequacy Sellex
further agrees not to dedicate any new resexves to any new
sale contracts or make additiocnal tirm sales from Seller’s
Gas Supply Pool for teras in excess of one year. At the end
of this twenty-four (24) Month period, either as a rasultc of
abitwation or otherwise, Seller at its sole cost and
expense must demonstIate TO Buver the adequacy of reserves
in Seller’s Gas Supply Pool <To meet i=s orligations
hereunder. 1< after such demcnstration, the Buyer is not yet
satisfied, the matter will again be referred to acbitration
in accordance with the parameters for arbitration previously
set forwh in Subsection 1l4.1. 1f the arbitr-ators again
de-e>mine taat reserves in Seller’s Gas Supply Pool, after
~aking ints aczount other commicments cn such pool, arIe
s=:ii! inadecuate o0 mneet Seller’s obligaticns hereuncer,
Buver, within fsrov-five (43) Days cf the decisicn cI T
a"‘-‘. -"1"““5'

e gt iy ke

sha>.> have <he righs to serve wWritten nctice To
rae Selle- (%o —e effective at the enc of six=v (50) Davs
1=

~less otherwWise agreed) o permanently ~aduce the MDQ uncer

Avaa
This AgTeement TS & Vciume equal tz the level c=I Tne volune
of —he reasonasle Gas supply determined TO Dbe availabzle DYy
eme arbi=-azszs in Saller’s Gas Sugply Pocl, diviced by the
remaining Days in tne term of This agreement (such term

be calculazed without

Tz
regard to any pecssille ex=ension oI
~ne Term pursuant O Subsections 3.2 OF 3.3).

If Buver shculd serve a ~notice to raduce the MDQ, 3uver Jav,
provided Buver notliflies Seller in tne same notice, indicate
“hat 3Buver desires TO actept a parcial assignment oOf
Seller’s Transpcrtation Cantract from Sellier at <he level of
reduced bv 3Buver. Any such
assignment shall be effected pursuant o Subsection 21.3.

<he amcunt &Sv whiich tThe MOQ was

a reduct=ion to the MDQ occurs pursuant to tals Subsection
.2 the Demand Charge otherwise pavatle by Buver shall be
rrespondingly recduced  Ior Y1 purpcses under  tal
Agreement.

0 rFH
{0 4 th

e b

£roe Zom any
limizazion, <to cperata 1its
rilling and ctherwise conduct operaticns entirely

-:ian. Seller shall have the right to csmmingle

Gas =5 be delivered hereunder on the Canadilan TranspcIr-ers and o
deliver such Gas =2 3uyer and Iurs
than methane £rom such Gas zrt

Sim=mer ax=-acT cOnstiTuents ciler

- s

sricr tTo delivery TC 3Suver.
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ARTIC
FORCE MAJEURE

15.1 In the event either party is rendered unable, wholly or in par<,

15.2

15.3

by force majeure TO carTy cut its - obligations under tiails
Agreement, except for the obligations to make payments hereunder,
it is agreed <That, upon Such party giving written notice and
reascnably full particulars of such force majeure, TO the otaer
parcy within a reascnable time after the occurrence of the cause
relied on, the obligations of the party giving such notice, so
far as such obligations are affected by such force majeure, shall
be suspended during the continuance of any inability so caused,
but for no longer period. The term "force majeure", as employed
herein and for all pucposes Trelating hereto, shall mean acts of
God, strikes, lockouts or other industrial disturbances, acts of
public enemy, wars, blockades, insurrTections, Iricts, epidemics,
landslides, lightning, earthquakes, explosions, £ires, aITests
and restraints of governments and people, CiIvil disturbance,
repairs to remedy breakage, mechanical breakdowns, or accident
affec=ing facilities 1in Buver’s Svstem or Seiler’s facilities or
facili=iaes associazad with Seller’s supply located 1n the
Prcvince c¢f  Alber< or ©pipeline facilizlies ocf Canadlan

Transporzess or Unlited States Transpertars used To TransscIt Gas

£z Buver, inakbilizy c¢f any party hereto O cbtain necassary

materials or per=mit due <=5  existing c¢r future - rules,
reculations, criers, laws o- ©proclamations Of governmental
avmnerities (federal, provinclal, state or local), inciuding botn
civil  apd miliza=v, The binding order oI any csurt  or

govermmental authority which affects dellivery cf Gas heraunder aoT
matarially modifies thRe pIrcvisicns o Tais AgTeement, anc anry
othe- cavses whether of the kind herein enumeratec Or otTherwise,
nct wizhin the csnIrcl ¢f the party claiming susgension and which
by the exercise of due diligence such parTy is unable tTo prevent
cr overcome. '

Notwitaszanding Subsection 3.1, the <Zollowing shall not be
evernts cf force majeure: (a) a pariv’s lack o £funds, (b)
insufficiencv of Seller’s Gas Supply Peccl due TO
development c©r contracting of reserves, (C)} events directly or
indirectly caused by <the negligence or the centributory
negligence of the party claiming suspensicn o which the failure
©o perferm is directly or indirectly relatad, (d) a lack of
market for the Gas in Buyer’s System.

lack o:f

The parzy claiming susdension of its ocligations as aZforesaid
shall promptlv remedy the cause and effect of the force majeure
inscfa- as it is reasonably able o do sc; provided that Tae
ce-ms of the set=lement of any strike, lockout ¢r other
indusc==ial digzurbance shall be wholly in the discretion of the
par-Ty claizming suspension oI its obligations nereunder DY Teason
tmerac? and 1o reasonakle delay in making a setlilement wite
respect to any s<rike, lockout or otiher induszTrial disturbance

shall deprive the party of the benefit of Zor:ce majeure.

1
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15.4 (a) Subject to Subsection 15.5:

15.5

(%) "Buve*’s Force Mateure" means an event of force majeure
which has rendered Buyer unable to take or utilize all
or any of the Gas which it is entitled to purc hase
nersunder and, as a result of which, Buyer clainms

suspension of its obligations hereunder’ in accordance
with Subsection 15.3:

(ii) "Thi-d Par=v Force Majeure" means an event of force
majeure, other than a Buyer’s Force Majeure or a
.Seller’s Force Majeure, which, without limitation,
renders Seller unable to transpor: all or ary of the
gas on the facilities of any of the Canadian
Transpor=ers or wWhich renders Buyer unable to transpors
all er anv of the gas to Buyer’s System;

(iii) ™"Seller’s FTorce Maieyre" means an event c¢f fcrce
majeure which has rendered Seller unable to deliver all
or any cf the gas reguired to be delivered he“eunde* to
NOVAa and, as a vrasult cf which, Seller cla.ims

uspension of its obligations hereunder in acccrdance
wizh Subsec=ion 13.3;

(b) Fer the purpese o calculating Buver’s qcm;n ~icn on any Dav

in which <There is a Seller’s TFerce Maieure, Third Pazuy
FTorce Mateure or 3uver’'s Feorcte Majeurs, Buye:'s acmination
snhall he deemed tTo be the lesser of:

1) the average dalilyv cuantity cf Gas {notT T2 exceecd Cn any:
Day the MDQ) actually ncminated for the last weex
immecdiatelyv previcus =c the incident which gave rise 9

aete Wia
the claim fzor fcrze majeurs;

2) the average dailv cuantity ¢f Gas (nct to exceed on any
Cay the MDG)ac=zually ncminated for the gast 90 Davs
immedlatelyV ;rev‘ous T2 the incident which gave rise to
the claim fcr- Zcrce maieure; and

3) Buver’s actual nomination.

(c) The quan:‘:y of Gas which Buver was prevented from taking by
reason of force majeure cn any Day shall be the dilfference
between <he amount ¢f Buyer’s ncmination ¢n a Day as

deterzined pursuant Tz Subsecticn 15.4{b) and the actual
delivery con such Day,

In the event <that a party’s cbligations hereunder are fully and
completelv suspended pursuant tTo this Article XV for a pe:;od of
265 Days cr mcre as a resul:t c¢f any single event of force majeurs
other <than a Zorce maseurs caused directlv or indirecTly Dby a
Canadiar Regulatory Auticrizv er U.S. Regulatory Autao ority, =the
other party wmay, by sixty (5C) Days written notice, Terminate
this Agreemert, such =ermination to be effective sixTv (50) Davs
alter the giving cf nctice: provided that i2 within this sixTy
(60) Dav pericé the event of forc majeure has ended, che
AgTeement shall nct be allicwed to terminate. If this Agreement ls




16.1

16.2
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terminated herebv, all obligations between the par=ies, including
Buyer’s obligations to pay the Demand Charge, will, except for
accrued obligations, likewise terminate.

If as a result of any event of force majeure, Seller has only a
por-=ion of its Gas supply available from Seller’s Gas Supply Pool
to be delivered to all of its Direct Sales ,0r Consumpt.cn

Markets, then Seller will £irstly curtall supply under any

[T = SO

interruptible gas sales contracts or markets 1t may hold and then
will allocate remaining available deliverable supply Zor all its
Firm Direct Sales or Fizm Consumption Markets on a prorata basis.
The por=ion of Seller’s supply affected by Zforce majeure shall be
deemed =5 be the difference between Buyer’s nomination (as such
nomination is placed by Buyer unless a nomination for Buver 1is
otherwise deemed or deterxmined by this Agreement) and the share

made available ©o Buyer under <tThe equitable proraticning
hereunder contemplated.

ARTICLE XV<T

GOVERNMENTAL RULES AND REGTULATIONS

This Acgreement shall, with recaxd o Subsec=ions .5.2[a} anc
16.2({c), ze sublject Ttz ali valld laws, crders, direcTives, rTules
anéd recgulatiens of any gcvermnental Dbedy or off_cial Lnaving
jurisdicTien cver either garty cI over Thls AgTreenent and <the
sale cr purchase of Gas nersunder. Thls Agreement shall TIsmsoly
be fiied with <the EZRC3, =he NE3 and zhe DU and shall teccome
eZfective

whe time herain specified or such latar Tlne as
fan RegulazoIy uzherizies or U.S. RegulatoIV
Authcrizies havinc jurisdiction may so racgulire. TFOT Dpurdcse oI
clarizv, this AgTeenment shall be sutject To review and avcToval
by The DPU in any proceeding braught under ChagpTter 154 c©I the
Massachusetts General. Laws.

.t

(a) Sutbject to Arwicle II, but notwithstanding any ctner
s-ovisions of this Agreement tc the contrary, The marties
agree thazt in the event cn or alfter the date cI Commencement
cf Tirm Deliveries, any Canadian Regulatory Authcrizy er
U.S. Regulazory Authcerity issues any determination, enacts
valid and applicazle legislation, issues a valid -an
agglicakble rule cr order, or takes any other acticn which
either prevents zthis sale or would materially alter <tThe
richts or obligatzicns cf either parTy under Tals AgTeement
cr effects a significant adverse change in any susstantlive
provision of this AGreement, cr imposes any tax that causes
ei=her or both parties hereto economic hardship, (In this
Subsec-ion anv ¢f such occurrences tTo be heresalter referred
~5 as an "Crder"), Then tThe fsllowing procedure shall apply:

(i Wishin fif«sen (13) Davs cf the issuance oI the Orier,
each parTv neraet:z shall nectifv and speciivy In WwWrlting
=02 the otner party <the particular Tespect QI Iespects
in which such Order may be unacceptabkle TO such parTy.

\
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(i) If either party gives notice to the other that the
Order is not acceptable in whole or in part, then both
parties agree to use their good faith reasonable
effor-s o cure or modify this Agreement in acccordance
with such Order

(iii) Provided two Years have passed alter Commencenent o£
Firm Deliveries, within ninety (90) ‘Days oI <the
issuance of an Order, a party whe has notified the
other party pursuant to Subsection i6.2(a) (i) that the
subject Order is unacceptable, may give notice to
terminate this Agreement effective twe Years alter the
‘Day in which notice to so terminate is received;
whereupon, aZfter such two Year period, this Agreement
shalli be of no furcher force and effect except for
accrued obligations, and unless within this two Year
period the subject Order has Dbeen reversed Dby the
issuing regulatory body or £inally anc successZully
appealed and overturned Ly a Court with proper
jurisdiction, or the pa:__es have otherwise agrezed TO
modifv the Acgr-eement to conform to the Order.

(iv) If no such notice Io %terminate thls Acgreenent is sarved
bv a Party within ninety (90) Days cIi the issuance of
the subject Order, there shall be nc Iurther Tight

foxTner TigQLC 22
serve nctice T2 Tarminate tThis AgresmentT as a resuiz of

=he issuance of =the subject Order and Doth parties
shall be Geemed <=5 have irravocazly accepted and
susmiz=ed to The Zerms of the sutject Crier.

(v) Netwithstandéinc the good Zalth rceascnarzle effcrTs
undertakan puIsuant ©o Sumsection 15 (a)\--}, LT the
Order -a2mains in a forz and substance unaccegtalle TO

Buver or to Seller, in each parzy’s scle discretion, to

be exercised reasonably and in goed faith, Buver and
ranea-ing oI the

izh,
Seller shall each file petitions oI

Orde> under anv applicable provisicn ci law as may Dbe
approgr.ate or :ﬂqu;:ed, however sutject o Subsec:ion
15.2(a) (iii) any agpeal cr petition fcr rehearing shal
net vacate any s-ch termination nctice pursuant to
Subseczicn 16.2(a) (iil) '

(vi) If unsuccessZul on appeal or rehearing and if the Order
becomes final, Buyer and Selier sha_l file petitions
£sr review of the Order under any azplicable provision
cf law befcre any court with proper jurisdiction;
however, subkject to Subsection 15. 2(a)(_;-), any such
petition cor review shall not vacazte any such

terminaticn nctice pursuant to Subsaction 16.2(a) (Lii).

- —

If a <zerminaticen nctica is given puzstcant T2 Sutsectien
l6.2(a) {iis —haz would be effect-ive =z terminate this
Agreement on a Dav other <than the last Tay oI a Quarter,
ther, <cr puspcses cf Subsecticn 4.2, a Minimun Take
Deficiency shall be caiculated for the last pariial Quarter
and shall be that amount 0% Gas representing the dlfZarence
after s"btrac:ing (3} and (C) f£zrom (A) belcow,
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ané this calculation shall take precedence over the

manner otherwise available to calculate a Minimum Take
Deficiency:

(A) shall equal the sum of the MDQ for each expired Day in
such Quarter, less quantities equivalent to the sum of
the positive nuaber amount of Non-Excused Periormances
measured for the number of Days in the expired QuaIter
less quantities nct delivered to Buyer due to an evenc

or events of force majeure as determined pursuant o
~ticle XV; and

(3) shall equal the sum of the Gas nominated by Buyer on a
daily basis up to the MDQ during the same pec-iod . of
expired Davs,

(C) shall equal the sum of the MDQ for the full Quacter,
multiplied bv 25%,

e event there is a pesitive number Tesult aZlter
caiculating Minimum Take Deficiency as aforesaid Ior =the
last par=ial Quarter, 3uver shall pay Seller a DeZiclency
Pavment as contemplated in Subsectlion 4.2 hased c©n <The
Minimum Take Deficiency (i any) as determined azove ancd as
if iz was azclicatble o the complete Quarser in quesTion.

- - - -—

(c) ™he paz=ies shall orn a reascnakble effcris basis give each

tner notice c¢f anvy regulatsry proceeding in thelr
respective Jjurisdictiosns that could aZffect this AgreementT cr
#he rights or obligations of the parties hereuncer.
’ ARTTICTE XVIT

ARBTTRATION
Disoutes

To the ex=—ant it is specifically directed in this Agreement that
disputes or ma=ters arising out of or in connection wWitn This
Agreement are tc be submitted to ashitration in accordance with
this Agreement, subject Tc the specific qualifications recaxding
arbitration that mav te directed in the referring provisicn, the
same shall be refezved %o and finaillv resolved by arsitration
pursuart tc the provisions of this Article XVII.
shall decide only factual issues submitted by the parties and
shall not decide cuesticns ¢f law unless otherwise agreed by the
parties. In the event the partles cannot agree which issues are
issues of fact or law, then either partyv may submit the gquestliocn
To a court in accgrdance with Article XKIIZ

-—aa -

he arkb.trators

- b o

Opticnal Arbitraticn

In anv dispute where axrzitration is nect expressly reguizad
pursuant tc this Agreement, elther party may give nectice of it
intention to submi- tne issue tc arsiw-ation and shall provide
reasonacie dezails o©f the issue. If the cther party does nccT
dglive: written notice c¢cf cciecmion To such arbitration nctice
within thirzsy (30) calendar Davs after receipt of the nctice,

that parzy shall be deemed t> agree To submission c¢i the issue T2
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17.4

17.5
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arbit-a=ion. If written notice of objection bv the other parzy is
delivered within the said thirty (30) Day pericd, arbitration
shall not be available and either party may pursue such dispute
in accordance with Article XXIII.

Submission to isration '

The par=y initiating an arbitration (the “Initiatipg Parsv")
shall provide written notice to the other (the "Recelving Party")
of i%s intent ¢o submitz a dispute %to arbitration. Such notice
shall ccntain a descripticn of the dispute and shall separately
state each issue involved in the dispute togethexr with supporting
exhibits and affidavits. The Receiving Party shall respond <2
such notice within ten (10) Days separately stating each issue it
believes is involved in the dispute together with supperzing
exhibhits and affidavi“s. Each issue submitted by a party for
arwisraticn shall include an opinion of counsel that such lissue
is prcocperly and adequately framed for rescluticn by the
arsitrators and are proper subjects for consideration under this
Agrzement,

Aprointment of Arbitrators

The TInisiating Partv shall appeint one (i} axbiTraisr In Its
neTicze <z the Receiving Parwy. The Recelving ParTy shall WwWithin
Tan (10) Davs oI =racalzt of such nctilce appecint on ()
aa.-'.-..‘-,.. P T8

Toizrazsr. If tThe Receiving Party should fall o agpeint an
arzitrator in “he nanner set forta above, tThen Tne arsSilTralsrs
shall be appcinted in acssrdance with the Azzitrazion Rules sat

-

forTh in Suzseczion 17.2. The tTwo arbitraters so azpcinted shall
nanme a +taird arsitratcr, or, if Thev fall to do sc Witllin ten
(10) Bavs cf the saczcné actitratsr’s appolintment, and uzen the
acplicaticn c¢f either parzy, such thizd axbitrater shall Dbe
arocinted in accordance with the Arbitration Rules set forzth in.
Subsection 17.9, wWith the gualification tThat the thl-d acsitrator
sc apzpcinted shall be gualified »v educaticen, tTralining and

experience TS pass upcn The Dnatters in the arbitr-ation.

Place cf Artitraticn

St

The place c¢f arkitrat-on shall be Teronto, Ontario, Carnada.

Tl v A —
P e

ation Proceed:ngs

The arktizrzators shall xaxke the necessary arrangements Ior <The
taking cf a stenograzhic record of the proceedings, the expense
cf which shall be becrnme by the parties on an equal basis. The
arsitratsrs may raguire The parties to deposit in advance such
sums of mcnevy deemed necessary to deiray The expenses o0f
arz.trazion. The arsitraticr proceedings szall commence WwWithlin
TWenty (20) Davs alter tohe agpeoincment ¢f£ tThe thIee asbhbitralors
and shall be concluded and a final award macde wizhin Scrzv-ZIive
(43; Davs after such agpcintment o0f the <tThree ac-zitrators,
suZiect to any reascnadle delay due to unforsseen ClLICuUMSTANCSS.




17.7 Arbizration Awaypd

17.8

17.9

The determination of &the arbitrators shall be in writing and
signed by the arbitrators, or a majority of them, and shall be
inal, conclusive and binding on tie parties and the partiles

shall abide by the award and perform the terss and conditlions
thereof. :

Operations Continued

Whenever there is an arbitration proceeding, operations uncer
this Agreement shall continue 1in the same fashion as they were

canducead befeore the arbitration proceeding was commenced,

without prejudice <o either parwy, pending a decision in the
rhbitration proceeding.

Arbitration Rules

The Unci®-al Model Law on International Arbitration and its rules
as adcpted by the United Nations Commissicon on International
m-ade Law as amenced from Time to time (herein referred to as the
"Unci==al Rules") including its rules of evidence, 1I any, shall,
exsertT <o the extentT <They may be inconsistent with cr conilict
with =he =erms o0F this Agreement relating to any arsizratlion of
anv matter under thls Agreement, be applicakble in dealing wizh
procedural and substantive lssues in  any arbitration. The
Unci=>a> Rules szall net allow <tThe arcbitraters w2 expand the
paramerers of anv azbitraticn conducted pursuant w3 this
Agrzement where =hiis Ag-eement specifically delines or liznits the
parameters and matiers IoT ccnsicderation by tThe a )

r=izTrators.

The language of the arbitration shall be in EZnglish.

17.11Gecverning Law

1

8.1

e

This Agreement shall be interpreted and construed aczcrding to
;he laws cof =he S=ate cf New York, notwithstanding any relerence
in such laws £ the laws of another jurisdiction; and arbitrators
appcinted hereunder shall apply said laws to the merits of the
cdisputa before thex.

ARTICIE XVIIT
S LGNM=NT
The terms, covenants and conditions hereof shall Dbe binding on
the parties herets and on thelr successcrs and assigns.

ither parTy may assign iTs interest under Ihl Agreement,
izheu= the cznsent o0f <—he other party, = an AZflliate whose
erformance The assigncr guarantéees or to any company which shall

vy

?

suczeed, bv purchase, merjer, consclidation or ctier t<ransfes, TtO
S

stantially all ¢f fhe assigner’s assets. In the event cI any
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such assignment, such successcr shall be entitled to the rights
and shall be subject to the cbligations of its predecessor.
Except as provided abeve, neither party shall assign thi

Agreement without the prior written consent of the other parwy,
which consent shall not be unreascnably withheld. In any event,
the party assigning its intarest shall not, without a specific
written agreement, be released f-om any of its obligations by <he
other party. Nothing herein contained shall prevent or restrics

-

either party £2rom pledging, grantlng a security interest in, or
assigning as collateral all or any portion o©f such partty’s
interest in this Agreement to secure any debt or obligation of
such party under any mortgage, deed of t-ust, security agreement
or similar instrument, provided that the rights of the secured
par<y shall be subject to the terms of this Agreement.

ARTICLE XIX
NOTICES

Excent as otherwise hereln specifically srovided, any netlce,
recues=, demand cr statement shall be given in writing. WIitten
netice shall be deemed raceived cn the earlier cf: (i) the date

actually received by the addressee: (ii) tae Day Zollowing the
daz=e sent Sy <teleccmmunications means o *he numbers sa:t orin
belsw: cor (Lii) five (5) Days aZfter malling by pregaid doulle
secistered United States mall cr Canacdian mail, cdirected to Toe
=cstT

o<<ice address cf the parties as icllows, provided Thatl, ax

‘maa

anyv Tizme when there is a stIike affecting delivervy of elther
Uri=ad Se=a-es mall or Canadian mall, all such deliveries siall =e
made by hand or by telecommunicatiens. Any ncti.ce, <ITeguesz,

demand or s—azement if deliverad by mail must alsc be delivered
bv nand or bv telecsmmunicatlcns. Notices shall be given T3 tn
par=ilas as fcllows:

To Seller:
1) Far Financial/Invoicing or Payment Matters

s~en%ion: Supervisor - Natural Gas & Sulphur
Sales Accounting i

Esso Rescurces Canada Limited
Esso Plaza west Tower

237 - 4%th Avenue S.W.,
Calgary, Alber=ta, Canada
T2? QB6

2) Feor All other Matters,

Attention: Manager, Natural Gas Sales

Esso Resourses Canada Limi<ted
Esso Plaza West Tower

237 - 4%th Avenue S.W.,
Calgary, AlberTa, Canada

T2P 0OHé

Telecopy: 1-403-237-3254
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To Buyer: All Matters
Attention: Vice-President Production & Supply

Boston Gas Company

One Beacon Street '
Boston, Massachusetts, U.S.A. !
02108

Telecopy: 1-617-742-8400

or at such address as either party may from time to time swpeclify

as i=s address for such purposes by written notice given pursuant
to this Article.

ARTICLE XX
INDEMNIFICATION AND MITIGATION

If at any time a Daily Underdelivery occurs, Buyer shall use all
reasonable ané prudent efforts to mitigate the effect ol same.
Seller wii. advise 3uver of any expected or Kniown sizuaticns of a
Dailv Underdelivery oxr duratlons cf same.

(a} Notwitaszanding any other trovision o= whi Agreenent,
Seiier shall ke excuse2 frocm andéd bear no ISP nsibility ©2
Buver, ncr shall Seller be liaple to Buver, fcr any fallure
-5 deliver anv Gas guantity over and abcve MLGQ. '

(b) Netwiths=manding any provision of “=is Agreement, Se..er

sha-l bear nc respensibility or liability to 3Buyer fc- any
Daily Underdellvery, or Non-Ixcusedé Performance <&r EX
De-<ormance, exzert t= the specliic extant grovicded or
this Article XX.

(c) Seller shall be excused from any liability cr responsibility
wha<scever ts 3uyer for an Ixcused PerZormance.

(&) To the ex=ent that fcr any Day a Non-Excused Performance 1is
imdicated then Seller will have the following and only the
£following liakilizy or obligations to Buyer:

(i) Seller will <reimburse Buyer for %The Unit Cecst
i€ference cZ a Replacement Gas Supply purchased by
Buver for which the costs to purchase such Gas have
heen incurred and paid for by Buver and which the
purzhase cof such Replacement Gas Supply is dirzectly
a==r=isutazlie <=5 %the Non-Ixcused Periormance. Before
mecsming entitled <to relmbursemenc for a Unit Cost
Dif<erence by Seliler, Buyer musT be akle toc reasonably
demons—r-ate =nat Buver has canvassed all availakle Geas
supglies and accessec that Gas supply alternative from
such suprlles That

pravides the lowest incremental c¢ost
Reglacemnent

Gas Supplvy alternative avallalle £cr the
period or periods of Non-ZIxcusead PerZfomance.

- .
1T .S
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expressly understood that Buyer must demonstIace in any
claim for a Unit Cost Difference as herein befcre
provided, that the Replacement Gas Supply was aczually
attributable to the pericd 1in which Non-txcused
Performance occurred and that the Replacement Gas
Supply does not exceed the positive difference
calculated for the Non-Ixcused Performance. In ac=ing
reasonably, ccnsideration must be given, among other
things, to Buyver’s needs and elforts o maintain 1ts
system integrity.

(ii)” Seller, subject to any necessaIy regqulatory approvals
and restricticns under its transportation contract witt
TCPL, will, in situations of Seller’s Force Majeuxe or
where Seller is otherwise unable to deliver Gas o TCPL
sufficient to satis’y Buyer’s nomination up to the MDQ,
on a prierity basis, transport 10T 3uyer, \Wsing
Seller’s Transpor=ation Contract, alternate supplies of
Gas arranged £or purchase by Buver up TO the gquantity
of anv daily underdelivery of BuverI's nominacicn, ur to
whe MDQ.

(e) Seller shall neither be liable ncT ~esponsible To 3uyer IoT

- am

any <thizd party damages whatsoever, thiré paz=vy clalixns
wha-soever or consecuentlial damages wnatsoever vifered v a
Lo P |

chird party, and claimed by or Torcugn 3uver.

(f) Buver shall indemnify and save Saller ccmpletely hamless
against all third paITy actions, Draceedlings, clains
(including clalms e by censeguential darages), dects,
demands, lossas, cOsts, damages, exgenses ancd liabillit.es
which may be broughtT agalinst or suffered bv Seller or which

~
Wileowraa

i way sustain, pay ¢cr incur Dy Ieason cf anv Dally
Underdeliverv, any Non-Ixcused 2Periormance, any IxcuseZ’

DPerfarzance, or Sor anyv cther Zfallure by Seller-to delliverz
Gas =—o the Point of Deliverv for any reascn whatsdeveo o by

reascn of perscnal injury or property damage sustained alzer
the Gas is delivered tc o

=he Peint cf Dellivery.

ARTICTLE XXT
TRANSPORTATION ASSIGNMENT

Stoject o +the cther provisicns in this A-=icle and Subsection
3.2, nless otherwise agrsed ta cr Seller intends <o surrender
its rights to Sellex’s Transportation Cantract, Seller shall have
the exclusive Tight tc vetain all <rights <to Sellex’s
Transporzation Contract at the end cf he exziration of the Tarm
of :;;s Agreement or such earller cate should tnis Agreement be
terminated pricr to a ncrmal exgiratlicn ci Tle tela.

=l
-

ithin ninewv (50) Davs of the exgiratlion I the cwel
Contract Year cf thls Acreement, cI at any otler Time

-

orlor
ts expiration c¢f Seller’s Transpcrzacion anTracT cr  a
termination or exgiration of whl Agreement determined
pursuant to Subsectiocns 16.2, 4.L(d}, o< roicle IXI, 1% ne
ex-—ansion of This Agreement pursuant to Suksectlion 3.2 nas

been agreed tz, Seller will advise Buver whelher c©r NncT




(b)

21.3 I=

Contract, Seller snall,
approvals, proceed TS assign To
Transpcrzation Conuract as
to SubkseczTion l4.2{a)

Buver nctlifies Seller pursuant o
desira T3
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Sellier reasonably expects to renew and maintain Seller’s
Transgcrtation Contract alter the ~armination or expiration
of the term of Tils Agreement. Zear Seller notifies Buver,
either within ninety (90) Days of tne expiraticn of <tnhe
twelfth Contract Year or after such other time that Sellerx
advises +that i= does not reascnably expecT to renev and
mainrain Seller’s TransporTatlion Contract. Buyer may, witihin
ninety (90) Days aZfter receipt of Seller’s nctice as
aforesaid, elect to accept an assignment £from the Seller of
Selle-’s Transportation Contract, such assignment TOo be
effac=ive at the later of the end of the teIn of this
Agreement or the end of the temm of Seller’s Transpcrsation
Ccont-acz. Seller shall only be cbligated to assign Sellier’s
Transpor-ation Contract as aforesaid to the ex-ent that any
and all necessary regulatory appravals for both parzies T2
such an assignmen® can be effected and TCPL agrees OZI will
agree =2 a full and complete release of Seller from any arnd
all obligations under Seller’s Transportatiocn Contract or the
appiicarcle tolls and tariffs cornected therewith. Sucnh a
release bv TCZL must be effactive on tle earlier oI <the
terminaz=icn or exgirs date of <this AgTeement OF the
expiraticn or <termlinaticn cIf the imizial term cf Sel:iar’s
T-anscertaticn Cantract. IS Seller is or may be reculired

uncdertaks anv ccmmitdlent whether financial or otherwisa wiId
regard ©o Seller’s Transpertation ci

- o Cmd e

Can=ract on beha’Z
Buver but befzre the assignment cf such conpiTact =o 3uver

PO =

-’

can bDe macde effective, Buver, if it desires TO accezt 2
cranspersatiorn assignment shall IastructT Seller In wrIiting

~s make suchk commictment on behalf cf Buver anc 3uver agrTa2es
to indemnify Seller and save Seller compliletely harmiess IIcm
anv costs, charges, oclligaticns cT fimancial liazilities cI
any nature whatsoever that Seller could be expcsed TC as a
result ¢f paking such commitment. Sellex may seguire Buver
t> post securitv cr a performance bonéd in a manner and an
amount satisfacTory to Seller tTo ensure Buver's cpiilgasicn

as a‘oresaid wiLl be performed. The failure cf Buyer T3 pOST
such securitv c¢r a pericrmance bend as afcresaid shall
completaly absclve Seller of any okligation eI iiability To
proceed to  assign  To  Buyer, Selier’s Transpor=ation
Contraczt.

If Buver should falil tTo elect or to notify Seller within tThe
ninety (90) Day period stipulated in Subsection 21.2(a) of
Buyer’s electicn Te accept an  assignment  CX Seller’s
Transper=ation Contract, any further right oI 3Buyer =2
Tecuest or okTalin an assignment c¢f Sellex’s Transperzation
Conctractz shall be at an end unless bcth parties speciilically
agree

. PR - .
LN WILTLNg ctoervise.

-5 Subseczion li.2(a) ¢f lIs
=5 accepzt a Da-Tial assignment of Seller’s Transporta.on
suziecz <5 ary recuired <ITegulazory

=z 3uver <tnatz porzicn oI Se
is permitted to be assigned pursuant
uch assignment To be eifected kv SpLitTing

-npv-’s

e

-
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Seller’s Transporzation <Cantract, as soon as is reasonatl
possible thereafter, excert that if guch an assignment cannot be
effacted a= a reascnable time thereafter because TCPL will

split the Transpcrtatlon Contract or othe-.;se will not ag*oﬂ

rea T2

recsgnize Buyer and completely release Seller, then Seller agreaes
to hold such perticn of Seller’s T-ansncr“atzcn Contract ‘o* the
balance of the term of such transportaticn ccntract in trust for
Buyer, and Buyer agrees %To indemnify and save harmless Seller
from any and all charges, liabilities, osts, legal costs or
expenses, or any other costs or liabilities of any nature
whatsoever, whether direct or indirect, and which Seller is or
would be .expcsed to as a result of holding such portion oI such

nsporzation contract in txust f{or Buyer. Subject <t the
applicakle tolls and tar-iffs and the terms of the Transpcrtation
contract and to reimbursement by Buver for any management C3StS,
expenses and disbursement relating to such mnanagement, Seller
agrees to manage such po_-_on of such t-anspor:ation conTract in
accordance wizh the terms of such transportation contract and
reascrakle instructions of Buver Buye— shall be responsidle, con
terzs sa:isfactc:y t0 elither TC2L, Seller or both of thexm, for
pavment cf any perfcrmance bcnds that may “e required by TCPL

notc

the

cr
by Selillsr to ensure o-_-gat;ons can be metT .o :ull. Buver shall
lcsa all rights =2 Tecelve an assignment hereunder I 3uver Salls
ts make availakle such a perf::mance mond or bends wizhin sSixTV
(60} Davs c¢Z its reguest £or an assicnment of <tTran screaticn
richts. If an assignment can be eifegted Ttz 3Buver the parties
snall seek a comple<e raiease cf Sellar Ty TC2L of any remalnin

liazilicles cT ocligations perzaining o the tTerm I tTie CINRTIECT
e oy

fv2r the assignment. Tc the extent TCPL will not ralieve Seller
£-sm  lianilizies oxr obligations assigned under SelleI’s
Transpertation CenIract, 3Buver agrees to Iul v and cosmpletely
indernifv Seller fx=m any charges, exsenses, liegal CIsTs, CI any
cthex £inanclal “esnc“s_u-l;:;es cr liacilities ©i any nature
latsoever a-ising cdizectly or indirectly out  of
T:a:spc:: =isn ContracT 2 the ex=ent of the interast assicned.
Buver alsc agrees in such clirzuzstances, TO DCST Securily cr a
perfzrmance bond on tarm satisfactory %o Seller gua 'an_eeing
pavment tTo Selle: cf anv anounts due and owing under Saller’s
Transpcertation Contract ts the extent of any interest To be held
in Trusst bv Seller for Buver. The failure of Buyer Te POST suca
security cr a performance bend upon request of Seller SR 1all
terminate anv obligation of Sellexr tc effect an assignment O
SBuver c¢f the transpoTrIation Tights under Sellex’s Transpert <.lon
Czntrac=t or otherwise hcecld such rights in trust for Buyer.

Anv obligations ¢f <the 3Buver under this Article XXI or
commitments made by Buver with raspect To any matier under thls
Arzicle XXC shall be consicdered accrued  obligatlions or
Chllizaticns accruling at Tthe Time T commitment was mace and
snall

survive anv terminaticn

o explirvy of this Agresment.

ARTTCIE XXT T
STUECS

In the perIormance ct£ tb;s Agraemenrt, the parties shall comply
with ané ozserve all apr-.icarzle laws, regulations and orcders cf
2ny proper aucthcrity applicable To the okservance or pericrmance
cf tThelr orcliga+ticns uncder thls Agreenenz. )
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Each party agrees =that all fimancial settlements, reporss and
billings rendered to the other party under this Agreement spall
properly reflect tJe faces of all ac=tivities and transact-lions
handled fcr That parsy’s account, and may be relied upcn as belng
complete and accurate in any fur=her recording or reporting made
by that party for any purpose. ;

A party shall notily the other party in writing promptly upon
discovery of any failure to comply with this Article XXII.

ARTICLE XXTIT
GO G W _& TO

This Agreement shall be governed by, interpreted and construed
according to the laws of tae State cf New York not’xthstgnd;ng
any reference in such laws to the laws of another jurisdiction.

The par=ies agree %that the Courts of the Province of Ontario
shall be utilized in anpy matter cxr dispute OT contenmplated
Vs

liziga=ion between the parties arising under this Agreement that

e & e

is nes dirsc=ed ©o be settled bv arbitration by the provisions cf

this Agreement. The partles shall De restrictec

©c prcsecutin
any such nmat:iers oTr

dispuzes or acticns against each other, CnRlv
ia the Cour=s of =he P-ovince of Ontaric and the partzies Qo
heresv irrevocacly aTTorn ©TD e jurisdiction of the Czur=s in
the Drovince of Cataris. The r:ules and procedures for the Courts
in +«me Province cf Onzaric shall exclusively geovern ary such
actions broucht before <Them: however, in nc eventc sha’ll <€
.subscantive. laws of a jurisdiction. other than the 5State of New
York agsly %o this Acreement. The parTies agree TIiat no acticns
under this Agreement may be prosecuted and decided 1n any forum
using a jurvy and that n¢ actioens Zor punitive damages, Denally
damages, mul<iple damages oI any other damages oves and above
actual damages, may be rought by, claimed bv or be awarded
either partv in any dispute cr action. '

ARTICLE XXTV

SCELL oC

No waiver by either Seller or Buyer of any defaul< by <the othe
under this Agreement shall operate as a walver oI any fatu
defaulzs, whether of like cr diflferent character cCr nature.

"

B g
-

The numbering and descriptive headings cf particular provisicns

of <=his Agreement are fcr the purpose of facilitating
administration ané shail not be cgonstmued  2s having any

subszantive effect on the terms of this Agreement. Any relerance
©5 a parcicular Subsection, or

Armicle is a reference T2 A
perTicn of this Agrazment unless othervise specifiecd.

This AgreementT Tay be anencded

ornly by a writIen insTtIutmenc
executad bv the zarzies heretc. This AgTeement contalns tne
enq—-: -

ntire understanding oI the parties with respect IO the maTTer

csntained  herein. There are no promises, covenants or
undercakings other tThan thcse expressly set Zorth herein.
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,_§4.4 Except as required by law, by the necessity to arTange for
. transportation, OY due € Tregulatory reporting requirements

(including all disclosures by Buyer necessary for purpeses of
engaging in proceedings before any U.S. Regulatory Authorities),
this Agreement shall remain confidential between BuyeXr and
Seller. '

!

24.5 This Agreement shall supersede all previous written Agreements
and oral understandings of the parzies, including but not limited

£o5 that Precedent Agreement dated January 15, 1989 executed by
Buyer and. Seller.

24.6 If anywhere in this Agreement 2a number expressad in S.I. units is
followed bv a number in brackets in Imperial Units, the
unbracketed S.I. number shall in each and every instance prevail.
The bracketed numbers are intended to represent close equivalents

of $.I. amounts for convenience purposes only and shall not be

used <o denote or determine any of the respective rights oxr

cbligations c¢f the parties.

24.7 All provisicns of this Agreement and all rights of the ‘parzies

shall terminate upon exgiry of this Agreement or on the effective
date of anv terminatien zighIs provided hereunder; except accriec

obiigazions and audit cights will continue bevond such expiry
date or termination date provided <thaz prosecution by the other

b e

party or written communications relating +to any accrued
ecligation or chkligations, oOCIurs wi-hin six VYears c¢f <the
elfective term:

co—mination cr exzizv date of this Agreement.

24.8 This Agreement mav be executed In counterpart.

o IN WITNESS WHEREOF this Agreement is executed in multiple
originals effective as cf the Day and Year £irsz herein above written.

BOSTON GAS Oﬂp@? .
BY: L 1400, 20 s NG s LT AP

NAME: William R. Luather
TITLE: Vice Dragident Gas Suzolv and Producsion

M zsso REsouRCss |

rpa,oo-n ] FORM ‘
e

L Zm |

\7.;,./«,:,.,._ ‘-j:x;s \ £SS0O ESOWA LIMTITED (SEILIZR)
- )

. l
ALDiT \TM ){ BY: AT T —
I: . - o
—— T i NAME: R.G. Wiison
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NATURAL GAS SALES - AMENDING AGREEMENT

THIS AGRESMENT, made as of the 30 day of Ocsver, 1932
BETWESN: :

ancammw.mum.ammmmwmmmmmd
Busmess in Boston, Massachusars

WHEREAS Es30 Resources Canaca Umited, as Seller. entered im0 a long term Natural Gas
Sales Agreement datec May 3, 1985 !the "3as Contracr) with Buver. and as Ss30 Rescurces
Canaca Limitec has effecied certain recrgancations since the date sf the Gas Contract, which
the panies wisn 15 recocnize in this Amerding Agreement:

ANC WHZREZAS the caries entered iMo an Imenm Gas Pricing Agreemernt =ated April 28, 1992
whizh expires Scieber 31, 1882;

ANC 'WHESEAS the nanties Sesire 1o further amend the Gas Contrac:
Setionh in this Agreerment (the “Amenciing Agreement”),

NCW. THERE=ZRE in consiceraticn of the premises ang mwtual covenamts hesemn comainea,
the parties agree as tellows:

1. efler's Jsorzanizarion

Effecive January 31, 1951, Sss Resources Canaax Limited transterrad all of its interest as
Seller it the Gas Comracs 1o Esso Resourcas Canaca, an Alberta limited pannership of wiich
Esso Rescurces Caraca Limitec is 3 genesal parner. Eflective July 2, 1992, Esso Ressurces
Canaca Umitac ane Zs30 Rescurces Canada stfacted centain further srganeational changes,
nckicing Shanging their resoective names o Imparial OF Resourcas Limitact and 'mparial OFf
Resources. Effecsive January 1, 1983, Impadat O Resourcas Limited amaigamated with
affilated companies and was contnued as 'mperial Qil Resources ! imited. Impedal Oi
Resources agraes that t is ully bound by and will perform the ebligations of Eceo Resources
Canada Limzed uncer the Gas Certract, and Boston Gas Company agrees to accest Imperiaj

Cil Rescurces as Seller uncer the Contrac in the place of Esso Resources Canada Limited, on
the uncersianding thai the coroorate enity i i

‘ormeriy know as “Essp Resources Canaca Limied™
anc now known as “Imperial Sf Resources Limitec® '

general zanner of imperial Ofi Resources.
requirec reguiatory censems o

upon termms and conciions
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Subsaction 1.3(hh) of the Gas Cortracs is deteted and replaceg By the following: P

- 1,
“Minimyum Take Deficiency” isirl:nrredioraQuanerwhm Buyer:aikt’otakeme Minimum g
Quarterty Quartzy ‘or hat Cuanter. and is the vome expressed in 10°m catcutated as ‘ollows:

3. Subsesiona?

Subsection 4.2 ot the Gas Comraz is changed to 4.2(z) and 3 new Subsection 4.2Mb) is added
as follows:

Any Minimum Take Defitency sqicuiated or g Cuarter shall be recicss or efimnared by
avalatle Defidiency Voiume Credtz, with the rectuction or eliminatien cf the Minimum Take
Deticiency 10 te calmuzeq Sefcre converting the Minirwm Take Deficiency 10 Gus as set out in
Subsection 4.2{a) ang Brior ™ caicutaling the Deficiency Sayment to be mace unger Sussection
4.2(a) nrespecs of that Cuarter, Thae tolowing wuies =py:

) Ceticiensy Volume Crodit® means the velume of o35, ney inctuding any gas surc-ased in
Sxcess of the MCQ on any cay, expressed in 3053 | acually purchases by Buyer in 3
Cuangr from Seiler under s agreament which is in excess ¢f 57.5% of e MDC
multidfiec by the number of Days in the Cuarter,

i) The Mirimum Take Deficiensy ‘or a Quarter in a Cemracs Year will be recucec by any
austanding Ceficiency Velume Credits i that Comrac: Year,

iir) A Deficiency Velume Cradi: ‘or a Quaner may re be acpliec ic a previous Juarter in the
Contrac: Year (ic recever a Jeficiency Paymem mace under Sutseciicn 4.2(a) tor 3
previous Cuanter), and any sytstanding Oeficency Velyma Creditsatthe and of 3

Comiraz: Year are deemed 1o e 22T and may 5ot e used in any subseguent-Comrace
v

) Deficierizy Volume Credits for Quarnters ' 3 Cantracr Year wi be cumuiative, and will Se

recced 1o ihe extent ey are ugac 10 recuce a Minimurn Taka Osticiency under this
Subseciicn.

4 Subseziop 52
Subsectien §.2 ¢f the Gas ccrirack s deioted anc reciaces with the foliowing:

Seller will commence its delivery of Gas in acsardance winh ihe Buyer's nomination provided fcr
in Subsecisn 5.1, Jailer wil acjust s celivery of Gas in azcorgance with Suyer's nomunation
Proviced that such namiration canforms (o the requiremen:s of this Agreement and these of the

ian Transporters and is received 1o iess than seven {7) cays in advance cf any deivery
momh. Buvers nominaticn skall D2 oinging ‘2 ine dalivery menth. Notvrthstanging the
foregoing, Seller shail nave N0 oblgauon o, sul will ar 1s scie discrerion, acsommocare
changes in 2uyers acmiraton after this cate. It no ACmmination is received by Seller ior any
Morzs, he las: neminaticr: shall remain in etfes.




Subsection 5.3 of the Gas Comract is delsiad and replaced by the iallowing;
mmmm«.m:mm:mwwmnsaﬁwm.m
Moreh in advance of the first day of each Month.

6 Subsection §.4(a), (b}, (CL ()

Suhsectmsa(a). {b). (c) and (d) of the Gas Cantrac: is deleted and reptaced by the following
Subsection 6.4(a):

The Commocty Charge shall be calculated in ascordance with this Subsection 6.4(a) and shafl
be payable in respect of all Gas defivered at the Pont of Delivery.

The Cammexfity Charge will be calculated for.each Morth o part Month as follows:

6 CT = iBP muttiplied by PIDX civided by 1.054678 GJ / MMBt
where:

@ “CC” means the Commoedty Charge In that Merth, In U.S. $/ GJ

(m) “IBP" means the Inittal Base Price of

a) SU.S. 1.45 per MMBMU for the mombs of March . April. May. June..h.ﬂy
August, Septermnbar, and Oober and,

b) SU.S. 1.585 per MMB {or the monhs of Novemser, Decamber, January and
Fetruary.

(v} "PICX means the Price Index for i Month, which is caleutated as:

(v  PIDX = RGP divided by GPS,

{vi) "RGPB™ mears the Regional Gas Price Base value, which value shall be U, S $1.46 per
MMBtu as determne:.f in ammnowmmmma. -

(i) RGPS = {the sum of the RGPs calculated for the year 1.91) civided by 12: anct
(i) RGP means the Regional Gas Price lor 2 Momh, in U.S. S/ MMBtu calkculated as:
{ix} RGP = {7 multictiec by USGP) « (.3 multipfied by CONGP),

(x “USGF means the U.S. Gas Pnce in that Month based on the amhrnenc average of the
llowing compeners;
a) The amhmetic average of U.S. spot arces. in U.S. $/ MMBLL, Mo Tefnessee
Gzs Pipeline as reconted in the firs: issue of “Insize F.=.3.C.'s Gas Market

Reccr”. index value reported on e radle sitled ~ Prices of Spot Gas Debverad
lc Pelines”.
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—_ EXHIBIT D

PRECEDENT AGREEMENT
FOR FIRM TRANSPORTATION OF NATURAL GAS
MARITIMES & NORTHEAST PIPELINE

This PRECEDENT AGREEMENT

NATURAL GAS ("Agreement”) Is dated and eflective as of the 18th day of December,
1997, by and among Maritimes & Northeast

Pipeline, L.L.C., a limited liability company
formed under the laws of the state of Delaware (referred to hereinafter as "Maritimes &
Northeast-U.S.%), Mariimes & Northeast Pipeline Limited Partnership, a limited
partnership formed under the laws of the province of New Brunswick (refermed to

hereinafter as *Maritimes & Northeast-Canada®), and Boston Gas Company, a
Massachusetts corporation, (referred to hereinafter as “Customer”). From time to time
herein, Maritimes & Northeast-U.S. and Maritimes & Northeast-Canada may be referred
to jointly and collectively as *Maritimes & Northeast * Notwithstanding such references,
however, Maritimes & Northeast-U.S. and Maritimes & Northeast-Canada are and shal
remain separate legal entities for tax and other purposes; and to that end, each of said
entities will enter into and maintain its own separate service agreements with Customer
or its affiliate and other customers: and the fact that both entities are parties to this
Precedent Agreement is solely for the purpose of facilitating and simplifying certain U.S.
and Canadian regulatory filings described below. Maritimes & Northeast and Customer
are sometimes collectively referred to herein as the *Parties” and singly as a “Party.”

FOR FIRM TRANSPORTATION OF

WITNESSETH:

WHEREAS, Maritimes & Northeast-
developing and propose to construct a
(*Pipeline Project”) extending from Cou
Canadian-United States border and thro
into Massachusetts for the delivery of
Project for various customers which exec

U.S. and Maritimes & Northeast-Canada are
nd operate a naturai gas pipeline project
ntry Harbour, Nova Scotia, Canada, to the
ugh the states of Maine and New Hampshire
natural gas from the Sable Offshore Energy
ute agreements with them: and

WHEREAS, the Pipellne Project is proposed to be constructed in two (2) primary

phases. Phase | will extend from a point of interconnection with Tennessee Gas
Pipeline Company near Dracut, Massachusetts, to a point of interconnection with
Granite State Gas Transmission, Inc. ("Granite State®) near Wells, Maine, with an
anticipated in-service date of November 1. 1998; and Phase Il will extend from Wells,
Maine to an interconnection with the Sable Offshore Energy Project gas processing

plant in Country Harbour, Nova Scotia, Canada, with an anticipated in-service date of
November 1, 1999; and

WHEREAS, Gustomer desires

to obtain firn transportation service from
Maritimes & Northeast to be made availa

ble from Phase Il of the Pipeline Project; and

WHEREAS, Maritimes & Northeast is willing to pursue all reasonable efforts to
develop Phase |] of the Pipeline Project and to proceed with obtaining all the necessary
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govemmental authorizations therefor, including authorization from the Federal Energy
Regulatery Commission (*FERC") and from the National Energy Board of Canada

(*NEB"), provided that Customer commits to obtain firm transportation service under the
terms of this Agreement; and S

WHEREAS, upon completion of the Phase II-U.S. Segment, Phase | of the
Pipeline Project will be integ

rated into and become part of said Phase II-U.S. Segment;
and

WHEREAS, subject to the terms and conditions set forth in this Agreement,
Maritimes & Northeast is willing to endeavor to construct or Cause to be constructed the

necessary Phase Il Pipeline Project pipeline facilities to render the requested firm
transportation service as described in this Agreement.

NOW, THEREFORE, in consideratio
agreements herein contained, and intendin
and Customer agree to the following:

n of the premises and mutual covenants and
g to be legaily bound, Maritimes & Northeast

1. Customer intends by executing this Precedent Agreement, subject to the
further terms and conditions hereof, to enter

into Service Agreements with Maritimes &
Northeast-U.S. and Maritimes and Northeast-Canada for fim ransportation service on
Phase il of the Pipeline Project for a term that begins with the date of commencement
of Phase 1l service and continues through

October 31, 2002 ("Primary Term™) , which
Service Agreements shall provide for a Maximum Daily Quantity "MDQ") as set forth in

-2.




a)
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currently pending before the NEB under Hearing Order No. GH-6-96 and with other
govemmental agencies for the necessary authorizations for Phase Il of the Pipeline
Project. Maritimes & Northeast reserves the nght to file and prosecute these and all
other applications for such authorizations and/or exemptions, any supplements and
amendments therato, and, if necessary, any court review, in such manner as it deems
to be in its best interest. Customer agrees to support and cooperate with, and to not
Oppose, the efforts of Maritimes & Northeast to obtain all authorizations and/or

3. Customer will as soon as reasonab
Precedent Agreement, but in no event later tha
Northeast in writing of the facilities, by in
or on behaif of Customer to utilize the tr
Agreement. Subject to the terms and

ly practicable after the execution of this
n January 1, 1998, advise Maritimes &
-service date, necessary to be constructed by
ansportation services contemplated under this

conditions of this Agreement, Customer shall
proceed in good faith and with due diligence to obtain from ail govemmental and

regulatory authorities having competent jurisdiction over the premises all authorizations

and/or exemptions necessary for Customer: (i) to construct and operate (or cause to be
constructed and operated) any facilities n

transportation services as contemplated |

exemptions and any supplements and am
effectuate the transportation services ¢
dgrees to proceed with due diligence to ¢
all facilities included in Customer's writte

endments thereto necessary for Customer to
ontemplated in this Agreement Customer
onstruct, or cause to be constructed, any and
n notice to Maritimes & Northeast pursuant to

exemptions contempiated in this Paragraph 3 of this
Agreement. :

P.Bar13



DEC-16~1997 14:21 DKE EMNERGY 6175601581 P.g5-13

ressly agree that the rights and
cobligations of the respective parties, including but not fimited to execution of binding US

; plated in paragraph 5(a) of this
Agreement, and a tem equal to the term contempiat

ed in Paragraph 5(a) of this
Agreement. Customer shall proceed in goed faith to negotiate and enter into a binding
gas supply agreement or agreements with Imperial on or before January 1, 1998, on
terms and conditions satisfactory to Customer. in the event Customer is successful in

contracting with Imperial in the manner aforesaid, Customer shall have the right, on a
one-time basis, on or before Jan ary 1, 1998, to assign its rights under this Precedent
Agreement and the related service agreement(s) to Imperial; provided, that following
commencement of service, any subsequent assignment contemplated by Imperial shall
be subject to the capacity release requirements and procedures set forth in the FERC
Gas Tariff for the Maritimes & Northeast-U.S. and the Tariff established by Maritimes &
Northeast Canada. In the event Customer is unsuccesstul in contracting with Imperiai
in the manner aforesaid by January 1, 1998, either Party may terminate this Precedent
Agreement in the manner provided in Paragraph 10 hereof; provided, however, if the
Partles agree to extend the time for making such arrangements for gas supplies, either

Party will have until ten (10) days after the end of such extension to terminate this
Precedent Agreement.

5. (@) Customer and Maritimes & Northeas
Northeast-Canada, as appropnate, shall execute within
the dates that (i) the FERC issues an order authorizing
the Pipeline Project, and (i) the NEB issues an
segment of Phase Ii of the Pipeline Project:

t-U.S. and Maritimes &
thirty (30) days after the tater of
the U.S. segment of Phase i of
order authorizing the Canadian

(1) - a firm service agreement under Rate Schedule MN365,
included in the Phase It FERC Gas Tariff of Maritimes & Northeast-U.S. ("U.S. Service

Agreement”) which shall provide for the transportation of up to a Maximum Daily

Quantity ("MDQ") of 47,000 dekatherms of natural gas provided, however, Customer
shall have the i 1

. therms of natural gas
and not greater than 47,000 dekatherms of natural gas; and

2) a firm service agreement under the NEB Gas Tanff of
Maritimes & Northeast-Canada ("Canadian Service Agreement®) which shalt provide for

the transportation of an equivalent MDQ of naturai gas for equivalent time periods

-4.
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adjusted for final applicable fuel usage on the Canadian Segment of the Pipeline
Project.

Service under the U.S. Service Agreement and under th
will commence as provided under Paragraph S§(b

Customer pursuant to Paragraph 5(c) of this Agree.
() November 1, 1989; (i) the date all necessa
Pipeline Project are completed and such facii

by which all of the conditions precedent set fo

been satisfied or waived by the Party for who

ment, which date will be the later of
ry facilities comprising the Phase i of the
ities are placed in service; or (lif) the date
rth in Paragraph 8 of this Agreement have
se benefit the condition was imposed,

(c)  Prior to commencement of service pursuant to the U.S. Service
Agreement and pursuant to the Canadian Service Agreement, Maritimes & Northeast
shall notify Customer in writing that all of the conditions precedent set forth in
Paragraph 8 of this Agreement have been satisfied or waived, and that service under
the US. Service Agreement and under the Canadian Service Agreement will
commence on a date certain, which date will not be pricr to November 1, 1999, As of
the date for commencement of service under the U.S. Service Agreement and under
the Canadian Service Agreement, Martimes & Northeast-U.S. will stand ready to
provide firm transportation service for Customer pursuant to the terms of the U.S.
Service Agreement and Maritimes & Northeast-Canada will stand ready to provide firm
service for Customer or its affiliate pursuant to the terms of the Canadian Sertvice
Agreement. and Customer or its affiliate will pay Maritimes & Northeast.U.S. for all
applicable charges associated with the U § Service Agreement and wiil pay Maritimes

& Northeast-Canada for all applicable charges associated with the Canadian Service
Agreement.

6. Upon satisfaction of the condition
B(a)(i), 8(a)(ii). 8(a)(ii) and 8(a)(iv) of this Ag
Maritimes & Northeast, Maritimes & Northea

commitments of Customer and all other firm transportation customers committed to
Phase I of the Pipeline Project) with due diligence in the necessary final design of
facilities, acquisition of matenials, supplies, rights-of-way and any other necessary

Preparations to implement the transportation service contempiated by the U.S. Service
Agreement and the Canadian Service Agreement.

S precedent set forth in Paragraphs
reement, or waiver of the same by
st shall proceed (subject to the continuing

7.

Upon satisfaction of the conditions precedent set forth in Paragraphs

-5.
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8(a)(i). 8(a)(ii), 8(a)(iii). 8(a)(iv) and 8(a)(vi) of this Agreement or waiver of the same by
Maritimes & Northeast, Maritimes & Northeast shall proceed (subject to the continuing
commitment of Customer) with due diligence to construct the authorized Phase |)
Pipeline Project pipeline faciiities necessary to impliement the firm

Canadian Servi

(@) Conditions Prgcedent of Maritimes & Northeast;

(a}l) Receipt and acceptance by Maritimes & Northeast-U.S. by
May 1, 1998, of all necessary certificates and other authorizations, including without
limitation authorizations from the FERC for the Phase Il United States Segment of the
Pipeline Project and receipt and acceptance by Maritimes & Northeast-Canada by
necessary certificates and other authorizations, includi

imitation authorization from the NEB for the Phase It Canadian Segment of the Pipeline

Project, authorizations of initial rates as contemplated in Paragraph 9(b) of this

6175601581 P.@7-13
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(a)(ifi) Receipt by Maritimes & Northeast of all other necessary
governmental authorizations, approvals, permits, and exemptions to construct Phase I

of the Pipeline Project and perform the services as contemplated in this Agreement and
the U.S. Service Agreement and the Canadian Service Agreement; and

- (aliiv) Receipt of an affirmative vote of the Management
Committee of Maritimes & Northeast-U.S. and of Maritimes & Northeast-Canada to
construct the authorized Phase Il Pipeline Project pipeline facilities subsequent to
receipt of the authorizations contemplated in Paragraph 8(a)(i) of this Agreement; and

(a)(v) Completion by Maritimes & Northeast of construction of the
Phase |l Pipeline Project pipeline facilities required to render firm transportation service
for Customer pursu

ant to the U.S. Service Agreement and the Canadian Service
Agreement with Customer and Maritimes & Northeast being ready and abie to place
such facilities into gas service; and '

(a)(vi) Receipt and acceptance by the Sable Offshore Energy
y December 31, 1997 of all govermnmental authorizations, approvals,
ptions necessary to construct the facilities required to deliver gas to
Pipeiine Project facilties at Country Harbour, Nova Scotia, Canada.

Project producers b
permits, and exem
the Phase 1| of the

(b}  Conditions Precedent of the Customer:

(b)() Completion by Customer of construction of the facilities
contained in Customer’'s Notice under Paragraph 3 of this Agreement.

(b)(ii) Compiletion by Customer on or before January 1, 1998 of
necessary gas supply amangements pursuant to Paragraph 4 of this Precedent
Agreement on terms and conditions satisfactory to Customer.

9. (3) Al govemmental permits, certificates, exemptions, and other
authorizations required in Paragraph 8 of this Agreement must be in form and
substance satisfactory to the applicant, and with respect to the FERC and NEB
authorizations, must be satisfactory to all Parties, including mutualty satisfactory rate
treatment and rate levels. A party shail notify the relevant appiicant in writing not later
than ten (10) days after the issuance of each of the respective FERC and NEB orders
issuing the certificates, including any orders issued as a preliminary determination on
non-environmental issues, contemplated in Paragraph 2 of this Agreement, if such
certificate is not satisfactory to said Party. All govemmental approvals and exemptions
required by this Agreement must be duly granted respectively by the FERC and the
NEB, and/or other govermmental agency or authority having valid jurisdiction, and must
be final and nonappealable: but with respect to the authorization from the FERC and

-7-

6175691581 P.@8/13



T 8L DT e ee AXrE ZNEFGY 6175601582 P.2d-13

the NEB, the Parties ma

y waive the condition that any such approvai or exemption be
final and nonappealable.

() In connection with the Phase II Pipefine Project initial rate design
» Customer expressly agrees: () not to oppose the iitial rate design

(b)  In addition, and notwithstanding other provisions hereof. Maritimes
erminate this Agreement at any time upon fifteen {15) days prior

11, If this Agreement is not termina
as to each of the U.S. Service Agreemen




effective from time to time.

12. This Agreement may not be modified or amended uniess the Parties
execute written agreements to that effect. 0

13. Any company which succeeds by purchase, merger, or consolidation of
tile to the properties, substantially as an entirety, of Maritimes & Northeast-U.S.,
Maritimes & Northeast-Canada, ar the Customer, will be entitled to the rights and will be
subject to the obligations of its predecessor in tile under this Agreement. This
Agreement may be assigned in whoie or in part to an affitiate of the assigning Party,
without the consent of the other Party, upon written notice to the other Party.
Otherwise, as except as provided in Paragraph 4 hereof, assignment of this Agreement
or any of the rights or obiigations heraunder may not be made uniess the written
consert of the other Party is first obtained, such consent not to be unreascnably
withheld. No Party will be relieved, by virtue of any such assignment to a non-affiliated
entity, of its obligations and liabilities hereunder without the express written consent of
the other Party. Maritimes & Northeast shall make alf reasonable efforts to file prompty
and to purse diligently the approval of whatever regulatory filings and applications by
Maritimes & Northeast are necessary or reasonably appropriate to camy out the
provisions of this Paragraph 13 and Martimes & Northeast shall cooperate with
Customer and any assignee or transferee of the affected capacity in the preparation,

filing and pursuit of any other regulatory filings or applications which are necessary or
reasonably appropriate to carry out the provisions of this Paragraph 13.

14.  (a) Any dispute arising out of or relating to this Agreement, whether in
contract, tort, under statutory law, or otherwise, and including without limitation any
dispute arising from an assertion of the fights of Maritimes & Northeast under
Paragraph 8, which cannot be resoived afiar discussion between the Parties or by
voluntary non-binding mediation in conformity with appiicable procedures of the Texas
Alternate Dispute Resolution Procedures Act, Texas Civil Practices and Remedies
Code, Titte 7, Ch. 154, shall be submitted to binding arbitration. Either Party may
commence such arbitration proceedings by serving written notice on the other. The
notice shall contain the name of one arbitrator and a statement of the matter in dispute,
The Party receiving such notice shall have fifteen (15) days to respand in writing,
naming a second arbitrator and designating any other matter for arbitration. The two
named arbitrators shall select a third arbitrator, |If the two named arbitrators fail to
select a third arbitrator within fiteen (15) days after the second arbitrator was named,
the third arbitrator shall be selected in accordance with the commercial arbitration rules
of the American Arbitration Association. All arbitrators shall be qualified by education or
experience to decide matters reiating to the questions in dispute. In addition, the
arbitrators shall have professional experience in the natural gas industry and shall not
be evidently partial under the standards of section 10(b) of the Federal Arbitration Act, 9

.9.
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U.S.C. § 10(b). The third arbitrator shall not hav
Party. The arbitration shall be heid at a location to be mutual
agreement, in Boston, MA. At any time

Parties may engage in discovery. Each Party shail be permitted to sarve
Party requests for production of docume
of the arbitration and one set of interrogatories addressing any issues relevant to any
dispute which is the subject of the arbitration, which requests and interrogatories shali
be answered or otherwise responded to within twenty (20) days after i

(c)  The decision of the arbitrators shall be rendered on or before one
0) days following the notice of arbitration, The arbitrators’ decision




R is necessary to enforce such award, afl costs of enforcement, including reasonable

attomey’s fees (for in-house or outside counsel) shall be payable by the Party against
whom such award is enforced.

"J

15. The recitais and representations gppearing above are hereby
Incorporated in and made a part of this Agreement.

16. The Agreement shall be
performed in accordance with the |
laws govemning the conflict of laws.

govemed by and construed, interpreted, and
aws of the state of Texas, without recourse to any

17.  Except as herein otherwise

statement, or bill provided for in this Agreement, or any notice which either Pa
desires to give to the other, must be i

n writing and will be considered duly delivered
when mailed by registered or certified mail to the other Party’s Post Office address set
forth below:

provided, any notice, request, demand,

Maritimes & Northeast-U.S.: 9400 Westheimer Court
Houston, Texas 77056

Maritimes & Northeast-Canada: 50 Keil Drive North
Chatham, Ontario N7M 5M1

Boston Gas Company One Beacon Street.
Boston, MA 02108

or at such other address as either party designates by written notice. Routine
communications, Including monthly statements will be considered duly delivered when
mailed by either registered, certified, or ordinary mall. For purposes hereof, any notice
required to be given by Customer to Maritimes & Northeast shall be delivered to each of
Maritimes & Northeast-U.S. and Maritimes & Northeast-Canada.

-11.
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IN WITNESS WHEREQF, the Partles hereto have caused this Agreement to be
duly executed in several counterparts by their duly authorized officers gs of the day and
year first above written.

MARITIMES & NORTHEAST PIPELINE, LL.C.

BY: ﬁﬂ_/j@é’/\ e A
e i o A

M2&N Management Comparny
Managing Member

MARITIM EAST PIPELINE
LIMITEDPARTNERSHIP

BY: “ls o /-

TITLE: [a... o

Maritimes & Northeast Pipeline
Management Ltd., General Partnar

A s

- — oy,

. T
TITLE: \C S

Signature page for Agreement dated December 16, 1587 by and amond Maritimes &
Northeast Pipeline, LL.C., Maritimes & Northeast Pipeline Limited Partnership and
Boston Gas Company. .

COATAWORDRICABerTes T2 18P Aot

-12.
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Eastern Enterprises

Certified Mail Z-115-746-406
June 24, 1998

Maritimes and Northeast -Canada
50 Keil Drive

North Chatham, Ontario N7M 5M1

Dear Sir/Madam:

FILE

895128 3as Comzanv

2ne Zeacon Sivee?

Sosize “Massacnuserns (2703
Ter Si7-722.5302 Fxt 2378
rax 317.732-8552

Themas P. Q'Neill
Tourte

Pursuant to Section 5 (a)(1) of the Boston Gas Company Precedent Agreement

for Firm Transportation of Natural Gas Maritimes and N
December 16, 1997 (the “"Agreement”

ortheast Pipeline dated
), Boston Gas Company hereby exercises

its right to adjust the Maximum Daily Quantity applicable to the Agreement from
an amount of up to 47,000 dekatherms of natural gas to an amount of up to
43,200 dekatherms. This adjustment corresponds to imperial Oil Resources
Canada LTD's final working interest in the Sable Offshore Energy Project as
determined by the Sable Offshore Energy Project producers.

Thank you for your cooperation.

Very truly yours

7l

x T

( Thomas £ O'Neill-

TPO/dmo

cc: William R, Luthern
William T. Yardley
Leo Silvestrini
Theodore Poe




PS Form 3811, Apr. 1989

. szwm_f Complete items 1 snd 2 when sdditional services are desired, and complete items
and 4.
Put your address in the “RETURN TO" Space on the reverse side Failure to do this will prevent this card
fram being returned to you. The return receipt fes wil| provide ygu the name of the persqn delivered 1o and
the date of delivery. For additional Tees the lollowing services ara avar able. Consult postmaster Tor Tees
and chac! *les] Tor additiona! servicelst requested
~ 1. {1 Show to wham delivered, date. and addresses’s address. 2. (] Restrcted Delivery
m (Extra charge} : ) {Extra charge)
I 3. Article Addressed to: 4, Acticle Number Q\ -
5 & peiTTmE § wNOETH ST~ z- 5774 g7
s /7 7 -~ €3
m 4 C A w083 | Type of Service: ‘ 38
e . . [_] Registared (O insured 0¥
m ,m %\Q \qh ‘ \ G\N\ Ve E\n”ﬂ:“.a d moc focei mm
- H 1
c Q\\ y \\% ) B\q*‘hs o D Expross Mail D *%.:m.”.onmn%_uc .“.0.-. a
.M § Nlﬂ\\..\ N‘\ 4 Qha}gi-.\- obtein signsture ol sddrssses %) M
W ] \—\ “\“ﬂ W\\Q \ or agent and DATE DELIVERED. m m.
V..W 5. Sighature — Addiesses 8. Addressee’s Address (ONLY if m.b
= E X requested and fee paid) .
& B. Signatute — Agent
X
7. Dsta of Delivery
+US.GRO. 183528818 DOMESTIC RETURN RECEIPY

, —
..
ya P
v '~ )
» r.‘ .
N S
82 [k T @
> ’t oﬂ -
&F NEENES
a$ X < X 2
23 (O S % &
2 =8 3P IYX g
T 3 c W 2J wn ¢
EEEFININE _ =
£ R N § 9 £
r H9c8d e #ﬁ ZE 5 Z ol
r~ .mnuwww_tb.?ﬁ\//. zle} - © 0
cnﬂOR rﬁ A . M-W OM [+ -
v o get el §I T F o[l <@
—a RCOOS ~| - 13 W n N Mm om @ - - [ g
- e T‘«&/m,ﬁlp N 3 Ss
) g Ll (8 lEefzE]s IS 2% -
~ g | RGNS 5L L d -
AN R RN A R A I M PR tE
RS B I A R R R A ok .
e e o a Htm"m.m.xo% L]
€661 UNEW ‘00QE wWod Sd u.m-
[T




FILE

L Jesiznlas Sameary
i Jre 3eacz Siee:
wel fl\ deston Mdassacausers G208
o Bustn"uas ' e 3177235517 a1 2275
far 517.737.885¢
Eastern Enterprises _
Thomas P O'Neill

Jzunge

Certified Mail Z-115-746-405

June 24, 1998

Maritimes & Northeast-U.S.
5400 Westheimer Court
Houston, Texas

Dear Sir/Madam:

Pursuant to Section 5 (a)}(1) of the Boston Gas Company Precedent Agreement
for Firm Transportation of Natural Gas Maritimes and Northeast Pipeline dated
December 16, 1997 (the “Agreement”), Boston Gas Company hereby exercises
its right to adjust the Maximum Daily Quantity applicable to the Agreement from
an amount of up to 47,000 dekatherms of natural gas to an amount of up to
43.200 dekatherms. This adjustment carresponds to Imperial Qil Resources
Canada LTD's final working interest in the Sable Offshore Energy Project as
determined by the Sable Offshore Energy Project producers.

Thank you for your cooperation.

Very truly yours, ol
. ////' ///

L /‘ ((_’\.- 2 \ .
“Thomas P-Q'Neill

TPO/dmo

cc: William R. Luthemn
Wiliam T. Yardley

Leo Siivestrini

Theodore Poe




D

s your R
completed on the raverse side?

- §r . ar——

and 4.

. mmzom? Complete items 1 and 2 when additional services are desirad. and complete items

Put your address in the "RETURN TO'™" Space on the teverse side. Falure 1o do this will prevent this card
from being returned to you. The return .m.mhb—_l:,.o will provide you the name of the person dehvered to and
e

the date of delivery. For additional Tees
and chec x{os) for additional setvicels) requested

(Eutra charge}

1. [ Show to whom deliverad. data. and sddresses's address.

olfowing Services are available. Consuli posimaster Tor Tees

2. O Restiicted Delivery
{Ectra charge)

3. Articla Addressed 1o:

JSUWRITI MES ¥+ METHEAST ~ US,

4. Article Number

Z )18 - 76 - a5

%00 Westhemen Cover
HOUSTING T xp §

Type of Service:
%_an
Cartihed

D Exprass Mail

D insured

O coo
[ Retuin Receipt
for Merchandise

Always obtain signsture of addressas
or agemt and DATE DELIVERED

6. Signature — Addressees
X

8. Sighature ~ Agent

X

7. Date of Delivary

8. Addressee’s Address (ONLY if
requested and fee pmid}

P8 Form 3811, Apr. 1989 *UB.0.PO. 1983230015

1"

DOMESTIC RETURN RECEIPT

3 =

°3 %12 =}

- - —
ge t@. “y v ¥
wn T2 W . Ze
W...c. AV I., - =
- .m-vum 23 vl Z =
o 5585 (N[{R ‘
T g el ANy £3 S 2
r eHeet ! 5 o ¥
Q.= 39%% [ R mw.n. S o
v B sl W OIY IR 2

< ~ T v XlEt . o
A 95ce _.»ﬂ ol [E2RlEE % > =
3 MCOO&A///W.. S ¥ .H.m..\,_u.l 0 e €
20> wl. m.\. . i .w 8o mm.mw o o =
. s Y H = N V] - g
~ g <les[a8). |2 15 |2 1Ee[Ee08 | £ 5
i N R P R H PR T

AN NS EHEH R z

£661 yuBy ‘008E Wiod Sd E

Z 115 ?4b 40§

Buisn oy noA yuey)

D
b

g
3

P
-4

s
2
s
2

3
L




EXHIBIT E




p— I ;

EXHIBIT E

@hr (‘.Lummunwrumg u mnumqunz;fﬁ

DEPARTMENT OF PUBLIC UTILITIES F l L -_—
, S

December 19, 1997

D.P.U./D.T.E 97-104

Petition of Boston Gas Company for approval by the Department of Telecommunications and
Energy (formerly Department of Public Utilities) of (1) a contract amegdment 1o restructure
the existing gas supply contract between the Company and Imperial Oil Resources; (2) a supply
contract with Enron Capital & Trade Resources Corp.; and (3) tariff amendments for
transportation terms and conditions to reflect the new supply arrangements.

APPEARANCES: Robert J. Keegan, Esq.
Robert N. Werlin, Esq.
Cheryl M. Kimball, Esq.
. Keegan, Werlin & Pabian, LLP
21 Custom House Street
Boston, Massachusetts 02110

-and-

Thomas P. O'Neili, Esq.
Boston Gas Company
One Beacon Street
Boston, Massachusetts 02108
FOR:. BOSTON GAS COMPANY
Petit

L. Scott Harshbarger, Attorney General
By:  James W. Stetson
Assistant Attorney General
Regulated Industries Division
Office of the Attorney General
200 Portland Street, 4th Floor
Boston, Massachusetts 02114

Intervenor




Robert F. Sydney. Esq.

Maribeth Ladd, Esq.

Division of Energy Resources

100 Cambridge Street

Boston, Massachusetts 02202
Ietervenor

Randall S. Rich, Esq.

Bracewell & Partterson, L.L.P.

2000 K Street NW, Suite 500

Washington, DC 20006

FOR: ENRON CAPITAL & TRADE RESOURCES CORP.

Intervencr

William A. Williams, Esq.

Fuibright & Jaworski L.L.P.

801 Pennsylvania Avenue, N.W.
Washington, DC 20004

FOR: IMPERIAL OIL RESOURCES

Intervenor




[ INTRODUCTION

On November 14, 1997, pursuant to G.L. c. 164, § 94A. Boston Gas Company
("Boston Gas” or "Company") filed with the Department of Telecommunications and Energy
(formerly the Department of Public Utilities) ( “Department”) a request for approval of:

(1} an amendment to a gas supply contract between the Company and Imperial Oi! Resources
("Imperial”) and (2) Aa gas supply contract and capacity release contracts between the Company
and Enron Capital & Trade Resources ("Enron”). The Company also filed for approval
amendments 10 existing tariffs M.D.P.L. .... Jerms and Conditions for General
Transportation Receipt Service, and M.D.P.U. 995, Terms and Conditions for Optional
Transportation Receipt Service, to reflect the new supply arrangements [collectively. the
"Proposal”]. The Proposal is to become effective January 1, 1998. This matter was docketed
as D P.U./D.T.E. 97-104.

Pursuant to notice duly issued. evidentiary hearings were held at the offices of the
Department on December 5. and 10, 1997. The Department granted the petitions for leave to
intervenc riled by the Common-  “'+h of Massachusetts Division of Energy Resources
("DOER?"). Imperial Oil Resources ("Imperial™). and Enron. The Attorney General of the
Commonwealth ("Anorney General”) intervened as of right pursuant to G.L. c. 12. § 11E.

In support of its Proposai. the Company sponsored the testimony of William Yardley.

the Company's manager of gas acquisition and system control, and Theodore E. Poe, Jr., the

Company's senior resource consultant.
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The evidentiary record includes 40 exhibits and 11 responses to record requests. The
Department received comments from the Company. the Attorney General, DOER and
Imperial.
I. STANDARD OF REVIEW

In evaluating é gas utility's resource options for the acquisition of commodity resources
as well as for the acquisition of capacity under Section 94A. the Department examines whether
the acy. . ... of the resource is consistent with the public interest. Commonwealth Gas
Company. D.P.U. 94-174-A at 27 (1996). In order to demonstrate that the proposed
acquisition of a resource that provides commodity and/or incremental resources is consistent
with the pubiic interest, an LDC must show that the acguisition (1) is consistent with the

. company's portfolio objectives, and (2) compares favorably to the range of alternative options
reasonably available to the company and its customers. including releasing capacity to
Customers migrating to transportation, at the time of the acquisition or contract renegotiation.
Id.

In eswablishing that a resource is consistent with the company's portfolio objectives, the
company may refer to portfolio objectives established in a recently approved resource plan or
in a recent review of supply contracts under G.L . c. 164, § 94A, or may describe its objectives
in the filing accompanying the proposed resource. Id, In comparing the proposed resource
acquisttion 1o current market offerings. the Deparument examines relevant price and non-price
auributes of each contract to ensure a contribution to the strength of the overall supply
portfolio. ]d, at 28. As part of the review of relevant price and non-price attributes. the

®

Department considers whether the pricing terms are competitive with those for the broad range
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of capacity. storage and commodity options that were availabie to the LDC at the time of the
acquisition. as well as with those opportunities that were available to other LDCs in the region.
Id. In addition, the Department determines whether the acquisition satisfies the LDC’s non-
price objectives including. but not limited to. flexibility of nominations and reliability and
diversity of supplies.. Id, at 29.

I. BACKGROUND

Currently. the Imperial contract provides the Company '#ith a 365-day tum,
year-round baseload gas supply with a city-gate delivery of 35,000 MMBtu/day, representing
approximately 4.7 percent of the Company's peak sendout of 747,000 MMBtu/day. The
contract terminates on March 31, 2007 (Exh. 14 at 1).

At the Deparument’s directive.' the Company initiated contract re-pegotiations with
Imperial. Although three alternative courses of action were identified. the Company stated that
its economic analyses identified restructuring the existing Imperial contract to reflect Imperial's
marketing of its interest in the Sable Offshore Energy Project ("Sable") as ytelding the highest
savings for customers while maintaining the needed level of reliability (ad. at 4). Also, as part
of 1ts proposal to amend the existing Impenal contract, the Company proposed to assign
capacity to Enron and negotiate a supply contract with Enron (id,). The Company states that
this proposal will yield substantial savings for customers, increase supply flexibility for the

Company and be compatible with industry restructuring principles (id.).

2 The Depanment directed the Company to explore alternative supply arrangements

with respect to Canadian gas supplv contracts. Boston Gas Company. D.P.U. 96-50
(Phase 1) at 229-230 (1996).
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IV. THE PROPOSAL

A. Amended Imperial Contrace

Under the amended Imperial contract, daily supply deliveries of 35.000 MMBuw from
Alberta to Boston would be suspended, and the Company would receive delivery of Impc'rial's
production from Sabie. Nova Scotia when that resource becomes available.” At that time. the
Company proposes to purchase Imperial’s full entitlement to Sable gas [ stimated by the
Company to be between 43.200 and 47,000 MMBuu/day) for a lower price than it receives
currently (id.). To transport the gas, the Company proposes to contract for pipeline capacity
on the Maritimes and Northeast Pipeline Project ("M&NE") and for additional rights on the
Tennessee Gas Pipeline (id, at 7).

The Company contends that the incremental sales volume of the Sable arrangement
may be used in any of the following ways: (1) to displace expiring long-haui. domestic
capacity and associated commodity; (2) sale for re-sale transactions; (3) meeting incremental
load requirements: and (4) future LNG displacement recuirements (id,). Until Sabie supplies
become available’, the Company agrees to pay Imperial the difference between the commodity

price under contract and the monthly Alberta spot price in an effort to keep "whole” the

original Impenal contract (id, at 7).

2 Boston Gas projects that the earliest date that Sable supplies would be available is
November 1. 1999 (id, at 6).

3 The period between January 1. 1998 and November 1. 1999, is referred to by the
Company as the "Bridge Period” (d. at 6).
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B. Assignment of Capacity to Enrop

In an effort to mitigate its pipeline capacity costs associated with the Imperial contract

during the Bridge Period and to procure reliable, least-cost gas supplies, the Company solicited
bids from three companies: Enron. El Paso Energy, and Duke Energy (ig.). The Comp;ny
states that it chose Enron because it accepted the capacity associated with the Alberta deliveries
at an attractive rate. and would provide firm city-gate sales service for the existing volumes at
competitive market rates (id, at 6). In return, the Company agreed to terminate its supply
purchases from Alberta and release its associated firm capacity rights on both the Canadian and
Unied States pipeline to Enron at a discounted rate for the remaining term of the Imperial
contract.

C. Enron Supply Contract

In conjunction with its capacity assignment agreement with Enron, Boston Gas also
entered into a gas supply contract with Enron to provide 35,000 MMBuw/day of firm. year-round.
base-load gas suppiies to the Company until the conclusion of the Bridge Period (id, at 6-7).
Pursuant to this Agreement, the Company rewins the right to terminate or reduce the volumes
taken from Enron after November 1, 1999, with ninety days notice (id, at 10).

D. Economic Analysis of Proposal

The Company conducted economic analyses under a variety of projected commodity price
scenarios and production levels to project the savings associated with its proposal. Specifically,
Boston Gas states that if it were to receive the maximum quantity of Sable production at a high
comrmodity price. the amended contract would provide savings of $28.7 million over the existing

contract (1d, at 8). The Company projects a $33.1 million savings with a medium commodirty
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price, and 2 $39.5 million savings with a low commodity price (id, at 8). Conversely, the
Company states that in a high commodity price scenario, the termination/buy-out proposal
represents a loss of $21.6 million compared to the existing contract. Similarly, the Company
projects a loss of $20.8 million in a medium commodity price scenario and $17.5 millior; loss in a
low commodity pricé scenario (id, at 10).

E. Tariff Amendments

Currently. under the Company's transportation tariffs, customers purchasing gas supplies
from third parties receive a pro-rata share of the Company's upstream resources. See tariffs
M.D.P.U. No. 993 and 995. During the Bridge Pericd, the Company proposes t0 receive
bundled and delivered replacement volumes from Enron either at Mendon. Massachusetts or at its
city-gate, instead of the Canadian Border (id.). The Company submitted revised tariffs to reflect
this change in receipt points.
V. POSITIONS OF THE PARTIES

A. Boston Gas

Boston Gas states that 1ts Proposal is consisient with the Company's resource portfolio
objectives and compares favorably to other market offerings (Boston Gas Comments
at 3). Moreover. the Company ciaims that pursuant to the Proposal, customers should save
between 326.7 million and $39.5 million over the existing contractual obligations (id. at 3).

The Company is confident that these savings will be realized although all details regarding
the Sable project have not been completed and a full economic analysis could not be conducted
.(EL at 7-9). Boston Gas contends that because its economic analysis is based on conservative

assumptions (g.g.. high/low production levels and a wide-array of construction/price scenarios).
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Customers will be protected in the event that Imperiai's working interest in Sable, the
transportation costs, or the price of Sable supplies change (id.).

Regarding the solicitation process for the Enron contracts, the Company claims that it
contacted the three entities that: (1) had a strong interest or need for Canadian capacity; (2) were
able to supply Boston Gas reliably with 35.000 MMBtu/day at its citygate; (3) had a well-established
market presence in New England: (4) had knowledge of and/or experience in the western Canadian
markets: (5) had financial integrity; and (6) had the ability to operationally and financiaily complete
the transaction within a short time-frame (jd, at 13).

The Company stated that to achieve the greatest savings for customers, the Company needed
to finalize the arrangements before the heating season. Therefore, conducting a complex Request for
Proposals was not practical (id, at 14). The Company notes that it would be too cumbersome to
conduct negotiations and cxécute multiple contracts concerning Canadian and domestic gas, on four
pipelines, within four months (id, at 14-16. 22-24). Also. the Company argues that the FERC
requirements concerning the posting of available capacity on the electronic bulletin board are not
relevant since the rules do not contemplate capacity released on multipie pipelines as a "package
deal” (jd, at 16-18).

Finally, the Company states that the Proposal is compatible with industry restructuring
principles and is consistent with transactuions in a competitive marketplace (id. at 19).

B. Auomey General

The Attorney General opposes the Enron contract and Bridge Agreement stating that the
expedited process by which the Company entered into those Agreements did not provide a sufficient

opportunity to assess the range of market options reasonably available to the Company when it
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finalized those contracts (Attorney General Comments at 1, 3-4). Also. the Attorney General
contends that the Sable contract should be denied unti! the terms, conditions and costs are known and
measurable (id, at 1, 4-6).

Specifically, the Attorney General argues that because the Company faiied to com;;ly with the
Department-required “process” of market-based solicitation, tt.1e Department cannot determine tf the
Enron Contract and Bridge Agreement are consistent with the highest and best offers availcble from
the market (id. at 3). The Anorney General also states that because this is the first of many
mitigauion effort-style contract and assignment arrangements that likely will be filed by LDCs, the
Department should use this opportunity to instruct all utilities to conduct open-market solicitations
prior to submitting contracts for approval (id. 3).

The Antorney General also requests that the Department deny approval of the Sable contract
until all details are finalized (id, at 4-5). These details include: (1) completion of the precedent
agreement between M&NE and Boston Gas:* (2) the amount of Imperial's working ownership
interest in the Sable Isla: : s production; ~ *he amount of Sable Island's production; (4) M&NE's
routing plan: (5) receipt by M&NE of environmental certificates and Canadian and FERC
construction certificates: and (6) a firm M&NE transportation rate (id. at 5).

Alternanvely. the Attorney General states that if the Department approves the Sable
agreement. the Company's sharehoiders should bear the risk of any additional costs incurred due to
construction overruns. lower than estimated production levels, higher than forecasted supply costs

and any stranded costs that result from additional volumes of supply and capacity (id.).

H The Company submitted a signed precedent agreement 1n response to a Record
Request by the Atornev General (RR-AG-1).




‘ ™~

D.P.U./D.TE. 97-104 Page 9

B. DOER

DOER opposes Boston Gas’' Proposal claiming that the Company failed to take all practicable
measures (0 mitigate future stranded costs associated with the Imperial contract, and failed to comply
with the Department's standard regarding resource selection concerning the Enron contracts
(Comments of DOER at 1-4).

DOER contends that by incrcasing the Company's capacity commitments by 8.000
MMBru/day and recovering less than {07 - of the fixed demand costs associated with the
Imperial agreement during the Bridge Period, measures 1o mitigate potential future stranded costs are
not apparent (id, at 2). Also, DOER notes that the incremental volumes commirted (o by the
Company under the Sable Island contract will become available after Boston Gas' proposed date to
exit the merchant function (id.).

DOER agrees with the Attorney General that should the Department approve the restructured
Imperial agreement. the Company's sharehoiders should bear the costs associated with the
increm.. ...! capacity commitment (id,}. DOER notes that this would be consistent with Department
policy regarding electric utilities that obligations incurred after a date-certain may not qualify for
stranded costs recovery. and would also protect ratepayers against any adverse impact from stranded
costs (id.. citing D.P.U. 95-30).

DOER also agrees with the Attorney General that the Enron contracts should be denied because
the Company did not demonstrate that its efforts to maximize the value associated with the capacity

release are consistent with the public interest (jd, at 3).
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C. Imperial
Imperial supports the contract between itself and Boston Gas as beneficial to Boston Gas'
ratepayers, and in the event Boston Gas exits the merchant function. to the marketers and/or
aggregators who will assume Boston Gas' responsibilities under the contract (Imperial Comments at
1). Imperial states that the Department must approve the Sable contracts promptly so that Imperial
will not pursue alternative market arrangements for its Sable Island gas supply (d. at 2-3). Should
that har: ..aperial claims that Boston Gas will remain responsible for payment of the upstream

pipeline demand charges associated with the Alberta supply and would lose the benefit of lower cost
transportation (id,).
VL. ANALYSIS AND FINDINGS

As an imtial matter, the Department recognizes that in the rapidly evolving natural gas market.
LDCs may have to make decisions that require faster processes and expedited review and approval by

reguiatory authonties.

In reviewing the Company s proposal. the Department finds that (@) it meets the standards set in
Commonweajth Gas Company D.P.U. 94-174-A regarding the acquisition of both replacement and
incremental resources; (b) the Company engaged in an adequate solicitation process; (c) the Bridge
Period assignment to Enron provides benefits to the Company’s core customers; and (d) the proposed
tanff amendments are appropriate during the Bridge Period. The C ompany has shown that its
agreements with Enron and Imperial compare favorably 1o the range of options reasonably available 1o
the Company and its customers at the time the Agreements were executed, Further, the Company has

indicated that as the period for renewal of domestic capacity contracts approaches. Boston Gas will
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review these contracts, and terminate those unnecessary to serve customers’ needs. The Department,
below, will address the concemns raised by the Attorney General and DOER.

First, the Department disagrees with the Attomey General and DOER and finds that the
Company's solicitation process generated an arrangement that will provide substantial econc;mic
benefits to the Company s ratepayers. The Department recognizes that the Company established
criteria within a short time frame that ensured that Boston Gas would conduct business with marketers
able to provide reliable gas volumes at a cheaper price. As nctel above, in an exce: ! ..2ly dynamic
and fluid market. a fully developed RFP process may hinder an LDC's ability to engage in acquisition
of commodity or capacity for the benefit of its core customers. Nevertheless. the Department needs
sufficient information, on the date of a § 94A filing, to make a determination on whether to approve
similar proposals in the future. Therefore. the Department directs Boston Gas and other LDCs to post
the assignment of upstream capacity and commedity rights on pipeline electronic bulletin boards, and
other similar mechanisms available to the industry at the time. The Department’s goal in this directive
1S not to impose additional burdens on the jurisdictional LDCs but to ensure that interested parties
receive adequate notice of the opportunities. and that LDCs maximize their potenuial benefits. The
Department will also be better situated to evaluate such proposals in a umely and efficient manner.

The Antorney General also requests that the Department deny the proposal until the Company’s
contract with Impenial regarding the Sable supplies is finalized. Regarding the claimed uncertainty
surrounding the amount of Imperial’s working ownership interest in the Sable Istand's production. we

find that the record is clear in identifving Imperial's interest as a percentage of the total reserves, thus
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establishing minimum and maximum take obligations for the Company.® Regarding the amount of
Sable Island’s production, M&NE routing, environmental and construction certificates, and M&NE's
firm transportation rate, the Department finds that the Company's economic analysis establishes that
the proposal will generate substantial economic benefits to the Company’s customers. Even'if there
are some increases in the final rates, the record indicates that the Company’s proposal would provide
significant savings over the existing Impenial contract. The Company ha: "-ased its analysis on
projectzd costs associated with pipeline rates. interstate pipeline routes, and projected production
volumes. The Department finds that the Company has justified its use of the price forecast as well as
its assumptions regarding pipeline transportation rates and routing plans. The Department notes that if
we were to reject the Company’'s proposal as a whole or just with respect to the Sable contract, the
opportunity for savings may not become available 1o the Company in the future. Thus, waiting for
curtainty may mean a lost opportunity forever. The prospect of the state's largest LDC being at the
head. rather than the tail end. of an interstate pipeline with secure supplies should not be discounted.
That prospect has been sought since the mid-1970s.

DOER argues that the Company's proposal fails to mitigate potential future stranded costs.
However. the Deparunent finds that the Company s analysis clearly indicates tha: its proposal will lead
1o reducing potential stranded costs. The Company 's analysis conducted at the request of the Attomey
General, indicates that the potential savings generated from the Company’s proposal range from $24

millton 10 $37.5 million.

The Attorney General and DOER argue that the Company s shareholders should bear the costs

associated with the incremental capacity commitment. The Department directed Boston Gas to take

35 See Exh. BGC-1. Sch. B
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* all practicable measures to mitigate potential future stranded costs associated with [the Canadian)
contracts.” D.P.U. 96-50 at 229. The fact that the Company is contracting for some incremental
capacity beginning after the Bridge Period does not mean that the potential stranded costs are
necessarily increased. That might be the case if no other circumstances changed. Howevcr.'BosIon
Gas has indicated that the Company will reevaluate its capacity c;>mmitments for domestic capacity
contracts as the termination date for these contracts approaches. Thus, the overall gas portfolio is not
expected to increase. Additionally, the gas supply costs are more likely to be stranded if the total cost
i1s significantly out-of-line with prevailing market prices. Boston Gas undertook this contract
restructuring effort to reduce the overall cost of the total delivered supplies. The cost-savings projected
by the Company demonstrate that the restructured volumes, including the incremental volumes, will be

‘ much less expensive than continuing under the existing Imperial contract. Consequently, the potentiai
for stranded costs is significantly minimized under the restructured contracts. The record also shows
that the Company's proposal will make the Imperial contract more desirable to its customers because
of the simplicity of the transactions and the lower cost. The Department expects that this will reduce
the possibility of potential stranded costs associated with this Canadian supply.

Moreover. the Company has shown that even with the increase in volumes of the Sable
supplies. the proposal will generate significant savings. Also, the Company has indicated that it will
not renew existing contracts that would be expiring by the time the Sabie project comes on line further
reducing the potential for stranded costs. Therefore. the Department finds that the Company's proposal
will not lead to tuture stranded costs. Finaily. interested parties will have the opportunity to review the
Company's management of its supply portfolio in future proceedings and propose an appropriate

. ratemaking treatment.
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VII. ORDER

Accordingly. after due notice, hearing and consideration, it is
ORDERED: That the Proposal of Boston Gas Company to (1) amend and restructure its
existing gas supply contract with Imperial Oil Resources: (2) enter into a supply contract with Enron

Capital & Trade Resources; and (3) amend tariffs for transportation terms and conditions to reflect

new supply arrangements, be and hereby is APPROVED:; and it is

EURTHER ORDERED: That Boston Gas Company comply with all other directives herein.

By Order of the Department,

James Conpelly, Co

0‘/
mrr(ssioner

Secretary




Appeal as to matters of law from any final decision, order or ruling
of the Commission may be taken to the Supreme Judicial Court by an
aggrieved party in interest by the filing of a written petition
praying that the Order of the Commission be modified or set aside

in whole or in part.

Such petition for appeal shall be filed with the Secretary of the
Commission within twenty days after the date of service of the
decision, order or ruling of the Commission, or within such further
time as the Commission may allow upon request filed prior to the
expiration of twenty days after the date of service of said decision,
order or ruling. Within ten days after such petition has been filed,
the appealing party shall enter the appeal in the Supreme Judicial
Court siting in Suffolk County by filing a copy thereof with the Clerk
of said Court. (Sec. 5, Chapter 25, G.L. Ter. Ed., as most recently
amended by Chapter 485 of the Acts of 1971).
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1. DESCRIPTION OF REQUEST

On December 8, 1998, Boston Gas Company (Boston Gas) filed an application with the Office
of Fossil Energy of the Department of Energy (DOE), under section 3 of the Natural Gas Act
(NGA)' and DOE Delegation Order Nos. 0204-111 and 0204-127, for authorization to import up
to 43,200 Mcf per day of natural gas from Canada. The term of the import is for eight years
beginning November 1, 1999, through March 31, 2007 Boston Gas is a Massachusetts
corporation with its principal place of business in Boston, Massachusets. The parent company of
Boston Gas is Eastern Enterprises. Boston Gas is engaged in the distribution and sale of natural
gas 1o approximately 540,000 residential, commercial, and industrial customers in the city of
Boston and 73 other cities and towns in eastern Massachusetts. Boston Gas intends to use the
imported gas to meet market requirements in its service area.

In DOE/FE Opinion and Order No. 552 (Order 552), issued November 27, 1991, Boston Gas
was authorized to import from Imperial Oil Resources Limited (Impenial)* up to 35,000 Mcf of
natural gas supplies originating in Western Canada over a period of 15 years ¥ Up to now, the
gas supply has been transported in Canada using the pipeline system of TransCanada PipeLines
Limited. Iroquois Gas Transmission System, L.P. and Tennessee Gas Pipeline Company delivered
the gas to Boston Gas from the U.S./Canada border near Waddington, New York. The proposed
import in this proceeding is the result of a restructured natural gas sales agreement between
Boston Gas and Imperial, dated November 12, 1997, amending the previous agreement scheduled

to expire March 31, 2007. The amending agreement reflects new supply, transportation, and

1/ 15US.C.§717b.
2/ Previously known as Esso Resources Canada Limited

3/ 1FE%$£70,503
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pricing arrangements. By letter dated December 8, 1998, Boston Gas requests Order 552 be
terminated November 1, 1999, subject to the granting of the import authorization in this
proceeding.

Under the amending agreement, the natural gas would be delivered by Imperial to Boston Gas
in Canada, at the outlet of the Sable Offshore Energy Project (SEOP) gas plant near Goldboro,
Nova Scotia. After receipt, Boston Gas would transport the gas to the U.S./Canada border near
Bailyville, Maine, and then to Dracut, Massachusets, using the proposed pipeline facilities of
Maritimes & Northeast Pipeline Limited Partnership (Maritimes & Northeast-Canada) and
Maritimes & Northeast Pipeline, L.L C (Maritimes & Northeast-U.S.).* Boston Gas is obligated
to purchase Imperial’s share of SOEP production, not to exceed 43,200 Mcf per day. The base
price for all volumes is the higher of the Henry Hub first of the month index as reported in
Inside FERC s Gas Market Report, minus $0.15, or the SOEP Market Price, if such an index
develops. Boston Gas has a one-time right to initiate price renegotiation by notifying Impenial
during the period between June 1, 2002, and June 30, 2002 If renegotiation does not result in a
new price, to be effective November 1, 2002, the contract provides for arbitration.

II. FINDING

The application filed by Boston Gas has been evaluated to determine if the proposed
import arrangement meets the public interest requirements of section 3 of the NGA, as amended
by section 201 of the Energy Policy Act of 1992 (P.L. 102-486) Under section 3(c), the

importation of natural gas from a nation with which there is in effect a free trade agreement

4/ Muaritimes & Northeast-Canada and Maritmes & Northeast-1).S. are constructing a natural gas pipeline project
extending from County Harbour, Nova Scotia, Canada to the Canadian-U.S. border near Bailyville, Maine. The pipeline
will continue through the States of Maine and New Hampshire into Massachusetts, where it will then connect with the
exasiing U.S. pipeline gnd
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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 Boston
Gas 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. Boston Gas Company (Boston Gas) is authorized to import at Bailywille, Maine, up to
43,200 Mcf per day of natural gas from Canada for a period of eight years commencing
November 1, 1999, through March 31, 2007. This gas shall be imported consistent with the terms
and conditions of the Natural Gas Sales - Amending Agreement, dated November 12, 1997,
between Boston Gas and Imperial Oil Resources on file in this docket.

B. With respect to the natural gas imports authorized by this Order, Boston Gas shall file with
the Office of Natural Gas & Petroleum Import and Export Activities, within 30 days following
each calendar quarter, quarterly reports indicating whether imports of natural gas have been
made. Quarterly reports must be filed whether or not initial deliveries have begun. If no imports
of natural gas have been made, a report of "no activity” for that calendar quarter must be filed. If
imports have occurred, Boston Gas must report total monthly volumes in Mcf and the average
purchase price of gas per MMBtu delivered at the internationat border.

C. The reports described in Ordering Paragraph B of this Order shall be filed with the Office
of Natural Gas & Petroleum Import and Export Activities, Fossil Energy, Room 3E-033, FE-34,

Forrestal Building, 1000 Independence Avenue, S.W., Washington, D.C. 20585.
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D. The first quarterly report required by Ordering Paragraph B of this Order is due not later
than January 30, 2000, and should cover the period from November 1, 1999, until the end of the
fourth calendar quarter, December 31, 1999

Issued in Washington, D.C., on December /3 , 1998.

hn W. Glynn
Manager, Natural Gas Regulation
Office of Natural Gas & Petroleum
Import and Export Activities
Office of Fossil Energy
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ERRATA NOTICE

On December 17, 1998, the Office of Fossil Energy (FE) of the Department of Energy (DOE)
issued DOE/FE Order No. 1445 (Order 1445) which granted Boston Gas Company {Boston Gas)
long-term authorization to import natural gas from Canada." Order 1445 misstates the volumes
of Canadian gas Boston Gas was previously authorized to import from Impenal Oil Resources
Limited? under DOE/FE Opinion and Order No. 552 issued November 27, 1991." Accordingly,
the sentence starting on the second line, second paragraph, first page of DOE/FE Order 1445 is
revised by adding “per day™ after *35,000 Mcf"

[ssued in Washington, D.C., on December Q3 , 1998.

Ighn W. Glynn
Manager, Natural Gas Regulation

Office of Natural Gas & Petroleum
Import and Export Activities
Office of Fossil Energy

1/ Notvet published.
2/ Previously known as Esso Resources Canada Limuled

3/ 1FE§70.503.




