Law OFFICES OF

MARY ANN WALKER
416 PRINGE STREET
ALEXANDRIA, VA 22314
TEL: 703-549-9048
Fax: 703-549-9047

October 20, 2004

Via Hand Delivery

Office of Fuels Programs

Fossil Energy

U.S. Department of Energy

Forrestal Building

1000 Independence Avenue, S.W. _
Docket Room 3F-056, FE-50 o7/ 2 )

Washington, D.C. 20585

Re:  Application of Cascade Natural Gas Corporation for
Extension of Long Term Authorization to Import Natural
Gas from Canada, FE Docket No. 92-38=NG

Dear Sir or Madam:

Pursuant to Section 3 of the Natural Gas Act (“NGA”), 15 U.S.C. § 717b, and Part
590 of the Administrative Procedures of the Department of Energy (“DOE”), Office of
Fossil Energy (“FE”), 10 C.F.R. Part 590 (1999), Cascade Natural Gas Corporation
(“Cascade”) hereby submits an original and five (5) copies of its Application for a four-
year extension of Cascade’s current long-term import authorization as authorized by
the DOE/FE in Opinion and Order No. 664 on September 9, 1992. Cascade requests this
extension in order that long-term gas supplies will continue to be available to Cascade
to serve its markets in the States of Washington and Oregon. Cascade’s requested four-

year extension would commence on November 1, 2004, and run through November 1,
2008.

Cascade is herein seeking waiver of the thirty (30) day advance filing
requirement set forth in § 590.201(b) of DOE’s regulations, and maintains that good
cause exists for granting such a waiver. Due to an administrative oversight, its
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Application was not filed thrity days in advance of November 1, 2004, as set forth in the
regulations. However, because the instant Application only seeks a four-year extension
of the import authorization previously found by DOE/FE to be in the public interest,
Cascade submits that waiver of § 590.201(b) would be appropriate in this instance.
Cascade requests DOE action on the instant Application on or before October 31, 2004,
the date on which its current long-term import authorization will expire.

In accordance with DOE’s regulations, Cascade is herein enclosing the applicable
filing fee in the amount of $50.00 payable to the Treasury of the United States.

Thank you in advance for your attention to this matter. Any questions may be
directed to the undersigned.

;7\\&.%@{@@ S IU?

Mary Ann Walker

Counsel for Cascade Natural Gas Corporation

Enclosures

cc:  Manager, Natural Gas Regulation



UNITED STATES OF AMERICA
BEFORE THE

DEPARTMENT OF ENERGY
OFFICE OF FOSSIL ENERGY

Cascade Natural Gas Corp. ) FE Docket No. 92-18-NG

APPLICATION OF
CASCADE NATURAL GAS CORP. FOR EXTENSION OF LONG TERM
IMPORT AUTHORIZATION

Pursuant to Section 3 of the Natural Gas Act (“NGA”), 15 US.C. § 717b,
Department of Energy (“DOE”) Delegation Order Nos. 0204-111 and 0204-1271, 49 Fed.
Reg. 6684 (Feb. 22, 1984) and 54 Fed. Reg. 11,436 (Mar. 20, 1989), respectively, and Section
590.201 et seq., of the Administrative Procedures of the DOE, Office of Fossil Energy
(“FE”), 10 C.F.R. § 590.201, et seq. (1999), Cascade Natural Gas Corp. (“Cascade”) hereby
submits this Application to allow it to extend the long-term import authorization
granted by the Department of Energy in DOE/FE Opinion and Order No. 664 on
September 9, 1992 for an additional four year period through an including November 1,
2008. Cascade requests a four year extension of its current authorization to ensure that

competitively-priced natural gas supplies will continue to be available to US.

I OnJanuary 6, 1989, the authority to regulate natural gas imports and exports was transferred from
the Department of Energy’s Economic Regulatory Administration to the Assistant Secretary for Fossil
Energy. DOE Delegation Order No. 0204-127 specifies the transferred functions. 54 F.R. 11436 (Mar.
20, 1989). The Order authorizes the Assistant Secretary for Fossil Energy to”[r]egulate natural gas
imports and exports, pursuant to the Natural Gas Act, in accordance with Delegation Order No. 0204-
111.” 54 F.R. 11437.



consumers in the Western region of the United States. Cascade also seeks to decrease
the total amount authorized for import during the four-year period covered by this
Application from 33,210 Mcf per day to 20, 000 Mcf per day, or approximately 7.5 Bcf
per year.

Cascade respectfully requests waiver of § 590.201(b) of DOE’s regulations, and
maintains that good cause exists for granting such a waiver. Due to an administrative
oversight, this Application was not filed thirty (30) days in advance of October 31, 2004,
as set forth in the regulations. However, because the instant Application only seeks an
extension of the import authorization previously found by DOE/FE to be in the public
interest, Cascade submits that waiver of § 590.201(b) would be appropriate in this
instance.

In further support of its Application, Cascade states the following:

L
Communications concerning this Application should be addressed to the
following persons:
Ms. Patricia A. Grable
Sn. Director, Gas Supply
Cascade Natural Gas Corp.
222 Fairview Avenue North
Seattle, Washington 98109-5312
(206) 381-6829
and
Mary Ann Walker, Esq.
416 Prince Street

Alexandria, Virginia 22314
(703) 549-9048



I

The exact legal name of Cascade is Cascade Natural Gas Corporation. A copy of
Cascade’s Restated Articles of Incorporation and Restated ByLaws are attached as
Exhibit 1. Cascade is a corporation organized and existing under the laws of the State of
Washington. Cascade is a local distribution company engaged in the retail sale of
natural gas in the states of Washington and Oregon. The proposed imports are within
the corporate power of Cascade, as the attached Opinion of Counsel demonstrates (See:
Exhibit 2).

III.

Pursuant to the authorization requested herein, Cascade intends to continue to
purchase natural gas from Nexen, the current supplier to Cascade under the
authorization granted in Order 664. In that Order, DOE/FE granted authorization to
transfer authority to import natural gas from Canada under the Kingsgate Gas Sales
Agreement (“Kingsgate Agreement”) dated September 23, 1960, as amended August 15,
1989 from Northwest Pipeline Corporation (“Northwest”) to Cascade, among others.
Over the years the suppliers of record under the Kingsgate Agreement have changed
due to corporate re-organizations and assignments. The most recent assignment, which
resulted in a change in underlying suppliers of Canadian natural gas supplies, occurred
on August 1, 2004 when the supply agreement underlying the authorization granted in

Order 664 was assigned to Nexen. A copy of the contract documents reflecting the



subsequent assignments, as well as the current Gas Transaction Agreement are attached
as Exhibit 3. During the four-year period sought here for approval, Cascade will
continue to purchase natural gas from Nexen at competitive terms and conditions to
meet the demands of Cascade’s customers in the states of Washington and Oregon.
DOE regulations relating to the import and export of natural gas, 10 C.F.R. Part
590, set forth several considerations which an Applicant must describe in order to
provide the Office of Fossil Energy with sufficient information to examine the
competitiveness of the import, the need for natural gas, and the security of supply. In
order to satisfy these requirements and to demonstrate that the requested import
authorization is not inconsistent with the public interest, Cascade states as follows:

A. Scope of the Project

The extension of import authorization requested herein will permit
Cascade to import volumes of natural gas provided by Nexen for sale to Cascade for its
system supply. Cascade requests authorization to import up to a maximum of 20,000
Mcf per day, commencing on November 1, 2004 and termination on November 1, 2008.
Imports are requested to be authorized near Sumas, Washington, which is the
interconnection point of Duke Energy Transmission (“Duke”) and Northwest at the
U.S.-Canadian international boundary, with an alternate point of delivery at the point
of interconnection between Duke and Cascade near Sumas, Washington. The requested
extension of import authorization will not require the construction of any new pipeline

facilities.



B. Source and Security of Supply

Cascade has entered into a Gas Transaction Agreement (“Agreement”) for the
extension of the underlying supply of Canadian natural gas, as authorized in Order 664
(See: Exhibit 3). This Agreement, which was assigned to Nexen effective August 1,
2004, became effective on November 1, 2003 (with Engage Energy Canada, L.P. as the
supplier) and continues in effect until November 1, 2008. Under the terms of the
Agreement, the original volumes authorized in Order 664 have been decreased from
33,210 Mcf per day to 20,000 Mcf per day. In addition, the terms of the contract provide
that the original delivery point in the Kingsgate Agreement be changed from the
international border near Kingsgate, British Columbia to a point near Sumas,
Washington where there is an interconnection between the Canadian pipeline facilities
currently owned by Duke and the US. pipeline facilities owned by Northwest. Upon
delivery of the natural gas at Sumas, Washington, Cascade will make arrangements for
delivery of the imported natural gas to its facilities in a reliable, convenient, and
economical manner, or will take delivery directly into its facilities. The Agreement
binds Cascade with respect to all price and related terms for this import, and can be
relied upon by DOE/FE to demonstrate the security and competitiveness of the import.

G Identity of Participants
Cascade is organized and exists under the laws of the State of Washington
and, pursuant to the licenses obtained from the States of Washington and Oregon,
respectively, Cascade is duly authorized to do business in those states. Cascade is the

“Buyer” under the Agreement.



Nexen, is a corporation organized under the laws of Alberta, Canada, and
maintains its principal offices in the City of Calgary, Alberta. Nexen is registered to do
business in the Providence of British Columbia, Canada, and is the “Seller” under the
Agreement.

Duke will provide for shipment of Seller's natural gas within British
Columbia to the point of delivery at the international boundary between Canada and
the United States, and Northwest will provide transportation on its system from the
point of delivery to Buyer’s interconnection with Northwest. Alternatively, Cascade

will import the gas directly into its system at the international boundary.

D. Terms of the Transaction

The effective date of the Agreement is November 1, 2003 and it continues
in effect until November 1, 2008. In this respect, Cascade notes that it is currently
importing natural gas under Cascade’s import authorization issued in DOE/FE Order
664 (September 9, 1992). However, since the Agreement extends the term of the
underlying supply contract until November 1, 2008, Cascade is seeking the requested
extension of import authorization. The terms of this long term gas supply transaction
are set forth in detail in the Agreement (See: Exhibit 3), including provisions governing

price, daily quantity, receipt and delivery points, etc.



E. Need for the Natural Gas

Consistent with the authorization sought and the policy approach of the
Secretary of Energy need for the gas is evidenced by the fact that Cascade, a local
distribution company, has an established market for the gas. Pursuant to DOE/FE
Order 664, Cascade has been importing Canadian natural gas to supply its customers on
a long-term basis. Cascade anticipates a continuing long-term need for this important
source of gas supply. Moreover, the Secretary of Energy’s “Policy Guidelines Relating
to the Regulation of Imported Natural Gas” indicates that imported gas marketed at
competitive prices over the term of the contract is subject to a rebuttable presumption
that such gas is needed.2

F. Environmental Impact

Cascade intends to utilize existing facilities of U.S. and Canadian pipelines for
the transportation and delivery of its imported gas suppliers. The imports for which
authorization is requested herein do not contemplate the construction of any new
facilities. Thus, Cascade anticipates that no environmental impact will result from this

authorization.

2 Delegation Order 0204-111, February 15, 1984, 49 Fed. Reg. 6684, 6687 (Feb. 22, 1984).



G. Statement Regarding the Public Interest

Cascade’s request to continue its authorized importation of Canadian natural gas
will provide a competitively priced and secure gas supply that will serve the public
interest. Under Section 3 of the NGA, 15 US.C. § 717b, importation of natural gas is to
be authorized unless there is a finding that it “will not be consistent with the public
interest”. In this case, Cascade’s Application for an extension of its current long-term
authority to import natural gas is clearly consistent with the public interest as set forth
in Section 201 of The Energy Policy Act of 1992, 15 U.S.C. § 717b(c). Section 201 states in
pertinent part:

[TThe importation of the natural gas referred to in subsection
(b) of this section, or the exportation of natural gas to a
nation with which there is an effect a free trade agreement
requiring national treatment for trade in natural gas, shall be
deemed to be consistent with the public interest, and

applications for such importation or exportation shall be
granted without modification or delay.

15 U.S.C. § 717b(c).

Cascade submits that in DOE/FE Order 664, DOE/FE found that Cascade’s
requested long-term import authority met the public interest requirements of Section 3
of the NGA. By approving the instant Application, DOE/FE will allow gas consumers
in the Pacific Northwest expanded access to competitively priced Canadian gas supplies
Accordingly, Cascade requests that the DOE find the instant Application to extend an

existing long-term import authorization to be in the public interest.



LIST OF EXHIBITS

In support of this Application, and pursuant to 10 C.E.R. Section 590, the

following Exhibits are attached:

Exhibit 1:  Certified copies of the Restated Articles of Incorporation and
ByLaws of Cascade Natural Gas
Corporation

Exhibit2:  Opinion of Counsel

Exhibit 3:  Long Term Gas Supply Agreement, and preceding
assignments of supply obligation under DOE/FE Order No.
664

Exhibit 4: Verification

WHEREFORE, Cascade submits that the granting of this import
Application will allow it to continue to meet the long-term needs of its customers in the
States of Washington and Oregon, as it currently has been doing under DOE/FE Order
664. Therefore, the instant Application satisfies the public interest requirements set
forth at Section 3 of the Natural Gas Act and Section 201 of the Energy Policy Act of
1992. The current authorization granted in Order 664 expires on October 31, 2004.

Therefore, Cascade requests that DOE/FE act expeditiously to issue an order granting



the extension of import authorization requested in the instant Application to be

effective November 1, 2004.

Respectfully submitted,

CAS(}E)E NATURAL GAS CORP.

By:{/ &(}(\ yf)o:o (N ey

Mary Ann Walker, Esq.
416 Prince Street
Alexandria, Virginia 22314
(703) 549-9048

Counsel for Cascade Natural Gas Corp.

Dated: October 20, 2004
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EXHIBIT 1

Certified copies of the most recent Restated Articles of
Incorporation and ByLaws of Cascade Natural Gas
Corporation



CASCADE NATURAL GAS CORPORATION

Certificate of Restated Articles of Incorporation Adopted

I, Larry C. Rosok, Corporate Secretary of CASCADE NATURAL GAS CORPORATION, a
Washington corporation (hereinafter called the “Corporation”), DO HEREBY CERTIFY that the
“Restated Articles of Incorporation of Cascade Natural Gas Corporation” annexed hereto are true and
correct copies of the Restated Articles of Incorporation executed on March 28, 1996; and that said
Articles of Incorporation have not been amended or otherwise changed and remain in full force and effect
on the date hereof.

IN WITNESS WHEREOF, I have hereunto signed my name and affixed the seal of the
Corporation as of this 19th day of October, 2004,

7
L st £ i
) ' IL‘?ﬁ'y C.ﬂ/}e’sok
S S

T L F R Corporate Secretary
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March 28, 1996
Restated Articles of Incorporation
of Cascade Natural Gas Corporation

We, the undersigned, RALPH E. BOYD and LARRY C. ROSOK, President and Secretary respectively, of Cascade
Natural Gas Corporation do hereby on behalf of said Corporation restate in a single document the entire text of its
Articles of Incorporation, as previously amended, supplemented or restated to the date hereof:

ARTICLE ]
The name of this Corporation shall be Cascade Natural Gas Corporation.

ARTICLE 11

The objects and purposes for which this Corporation is formed are and shall be as follows:

1. To manufacture, produce, buy, sell, transport and in all other respects dispose of and deal in all forms and types of
natural and/or manufactured gas, oil, petroleum and all forms and types of residual products thereof; to supply natural
and/or manufactured gas and/or related petroleum products for lights, heating, power and all other domestic and
industrial uses, and to furnish the same to public or private consumers both within and without the State of Washington:
to construct pipelines for the ransportation of natural and/or manufactured gas and other petroleum products and to
buy, operate, lease and sell the same; to acquire, construct, erect, lay down, maintain, enlarge, alter, work and use all
lands, buildings, easements, pipelines, machinery, plants, stocks, motors, fittings, meters, other apparatus materials and
things and to supply all materials, products and things that may be necessary, incident or convenient in connection with
the production, transportation, use, storage, regulation, measurement, supply and distribution of any of the products of
the Company; to engage in the transportation of natural and /or manufactured gas, oil, petroleum and related products,
either produced by this Corporation or other persons or corporations by means of pipelines, railroads, boats, barges, or
other conveyances and to lease or sublease all or any part thereof to or from other persons or corporations for the like
purpose; to acquire by purchase or otherwise, or by the right of exercise of eminent domain, rights-of-way for natural
and/or manufactured gas or other petroleum products pipelines and to construct and maintain such pipelines for the
carriage and transportation of such products on its own behalf and hire; to buy, acquire, sell, retain, deal in or otherwise
dispose of, natural gas and other petroleum properties and interest and any right, title or interest therein; to carry on such
other business pertaining to natural and manufactured gas, oil, petroleum and similar products as may be found
necessary or desirable or such as is generally engaged in by a corporation of this kind and to do all other acts and things
required to be done in connection therewith, either within or without the State of Washington, U.S.A.

2. To manufacture, purchase or otherwise acquire, own, mortgage, pledge, sell, assign and transfer, or otherwise

dispose of, to invest, trade, deal in and deal with, goods, wares and merchandise and real and personal property of every
class and description.

3. To acquire by purchase, assignment or otherwise, letters patent of the United States and the Territorial and other
rights and licenses which may be of value or advantage in the carrving out of the above mentioned objects, and to
dispose of the same by sale, license, assignment or otherwise.

4. To acquire, and pay for in cash, stock or bonds of this Corporation, or otherwise, the good will, rights, assets and
property, and to undertake or assume the whole or anv part of the obligations or liabilities of any person, firm,

association or corporation.

5. To guarantee, purchase, hold, sell, assign, transfer, mortgage, pledge or otherwise dispose of shares of the capital
stock of, or any bonds, securities or evidence of indebtedness created by any other corporation or corporations organized
under the laws of this State, or any other state, country, nation or government, and while the owner thereof to exercise all

rights, powers and privileges of ownership.

6. To issue bonds, debentures, or obligations of this Corporation from time to time, for any of the objects or purposes of
the Corparation, and to secure the same by mortgage, pledge, deed of trust, or otherwise.



7. To have one or more officers; to carry on all or any of its operations and business and without restriction or limit as
to amount, to purchase or vtherwise acquire, own, hold, mortgage, sell, convey or otherwise dispose of real and personal
property of every class and description, in any of the states, districts, territories or colonies of the United States, and in
any and all foreign countries, subject to the laws of such states, district, territory, colony or country.

8. Tocarry on in general any other business in connection with the foregoing, whether manufacturing or otherwise, and
to have and exercise all the powers conferred by the laws of Washington upon corporations and to do any or all of the
things thereinbefore set forth to the same extent as natural persons might or could do.

9. The roregoing clauses shall be construed both as objects and powers, and it is specifically provided that the foregoing
enumeration of specific powers shall not be held to limit or restrict in any manner the powers of this Corporation.

ARTICLE III
The time of the existence of this Corperation shall be perpetual.
ARTICLE IV

The office and principal place of business of this Corporation shall be 222 Fairview Avenue North, Seattle, King County,
Washington 98109.

ARTICLE VY

The capital of this Corporation shall consist of a total of sixteen million ninety-six thousand five hundred sixty,
(16,096,560} shares, divided into ninety six thousand five hundred sixty (96,560) shares of 55¢ Cumulative Preferred
Stock, without nominal or par value (hereinafter referred to as "Preferred Stock”), one miilion (1,000,000) shares of
Preferred Stock, with a par value of $1.00 per share (hereinatter referred to as the "$1.00 Preferred Stock"), and fifteen
million (15,000,000 shares of Common Voting Stock with a par value of $1.00 per share (hereinafter referred to as
"Common Stock").

The designations, preferences, privileges, voting power, restrictions, and qualifications of shares of each class of stock are
as follows:

I. The 55¢ Preferred Stock consists of - 0 - shares of Series A,31,500 shares of Series B and 65,060 shares of Series C. All
shares of all series of 55¢ Preferred Stock are alike in every particular, except as to the dates from which dividends
commenced to accrue and the commencement of the period for establishment of sinking funds for redemption of shares,
and all shares of 55¢ Preferred Stock are of equal rank and have the same powers, preferences and rights, and are subject
to the same qualifications, limitations, and restrictions, without distinction between the shares of different series thereof.

2. The holders of the 53¢ Preferred Stock shall be entitled to receive, when and as declared by the Board of Directors,
dividends from the surplus or net profits of the Corporation at the rate of 35¢ per annum and no more, payable quarterly
on the first days of February, May, August, and November. Such dividends shall be paid to or set apart for the holders of
55¢ Preferred Stock before any Common Stock of the Corporation or any other class of securities of the Corporation
junior to the 53¢ Preferred Stock as to dividends or assets ("Other Securities”) shall be purchased, retired, or otherwise
acquired for valuable consideration by the Corporation or any dividends shail be paid upon, or set apart for any of the
Commaen Stock or Other Securities of the Corporation, and shall be cumulative, so that if in any quarterly dividend
period, the dividend installment computed at the rate of 55¢ per share per annum shall not have been paid upon or set
apart for the 55¢ Preferred Stock. the deficiency (without interest) shall be fully paid or set apart for payment before any
Common Stock or Other Securities of the Corporation shall be purchased, retired, or otherwise acquired for valuable
consideration by the Corperation or any dividends shall be paid upon, or set apart for the Common Stock or Other

Securities.

3. In the event of voluntary liquidation, dissolution, or winding up of the Corporation, the holders of the 55¢ Preferred
Stock shall be entitled, after the debts of the Corporation shall have been paid, to receive out of the assets remaining, the
then current redemption or call price per share thereof, determined in accordance with the provisions hereinbelow
concerning optional redemption of 53¢ Preferred Stock, together with all dividends thereon accrued or in arrears,
whether or not earned or declared, before anv payment is made or assets set apart for the payment to the holders of the
Common Stock or Other Securities, and shall be entitled to no further payments or distribution. In the event of the
involuntary liquidation, dissolution, or winding up of the Corporation, the holders of the 53¢ Preferred Stock shall be
entitled, after the debts of the Corpuration shall have been paid, to receive out of the assets remaining, $10.00 per share,

[ ]



together with all dividends thereon accrued or inarrears, whether or not carned or declared, before any pavment is made
or assets set apart for pavment to the holders of the Common Stock or Other Securities, and shall be entitled to no further
payments or distribution. [f the assets remaining after payment of the corporate debts be insufficient to pay the full
amounts as hereinabove provided, such assets as remain shall be divided among the holders of 53¢ Preferred Stock in
proportion to the number of shares of 35¢ Preferred Stock held.

4. The Corporation may, at any time and from time to ime, at the option of the Board of Directors, unless prevented
from doing so by law or by applicable restrictive provisions herein, or in any mortgage or deed of trust or loan agreement
of the Corporation, redeem the whole or any part of the outstanding 55¢ Preferred Stock on any dividend payment date
after the issuance thereof, upon not less than 30 days' previous notice to the holders of record of the 35¢ Preferred Stock
to be redeemed, at a redemption or call price for each share thereof equal to the sum of Ten Dollars (510.00) plus all
dividends accrued or in arrears thereon, plus a premium of Ten Cents (10¢) per share as to shares of Series C. No
premium shall be payable on redemption with respect to redemption of shares of Series A or shares of Series B, at any
time, or with respect to shares of Series C redeemed after June 25, 1994; provided, however, that if such redemption is
effected with funds set apart for the 55¢ Preferred Stock redemption sinking fund as provided herein, then the same may
be effected at a price per share equal to the sum of Ten Dollars ($10.00) plus all dividends accrued or in arrears thereon
and without the payment of any premium. [f less than all the shares of 53¢ Preferred Stock are to be redeemed, the shares
to be redeemed shall be selected in such manner as the Board of Directors may determine. No shares of 35¢ Preferred
Stock shall be purchased, redeemed, or otherwise acquired for a valuable consideration unless full cumulative dividends
on the 55¢ Preferred Stock for all past quarterly dividend periods shall have been paid, or declared and a sum sufficient
for the payment thereof set apart. The holders of shares of 55¢ Preferred Stock called for redemption shall not, from and
after the date fixed in such notice for the redemption of such stock, possess or exercise any rights as stockholders of the
Corporation except the right to receive from the Corporation the redemption price of such shares together with all
unpaid accrued dividends thereon, without interest, upon the surrender thereof, uniess default shall be made by the
Corporation in providing funds at the time and place specified in such notice for payment of the redemption price.

5. While any shares of 55¢ Preferred Stock remain outstanding, within each twelve (12) month period ending
November 1, the Corporation, unless prevented from doing so by law or by applicable restrictive provisions herein or in
any mortgage or deed of trust or loan agreement of the Corporation, shall establish a sinking fund out of surplus or may
establish a sinking fund out of capital, and shall acquire therewith, either by the redemption thereof or by the purchase
thereof in such manner as the Board of Directors may determine from time to time at not exceeding the sinking fund
redemption price thereof, and shall retire not less than the lesser of 17,948 shares of Series A, 10,500 shares of Series B,
and 14,500 shares of Series C or all remaining shares of each series, respectively, of 55¢ Preferred Stock.

Provided, however, that if the Corporation shall be prevented by law or by applicable restrictive provisions herein, or in
any mortgage or deed of trust or loan agreement of the Corporation, or for any other reason, from acquiring during any
twelve (12) month period the number of shares of 55¢ Preferred Stock which, in the absence of such restriction it would
be required to acquire during such period, the aggregate deficit shall be made good in the first succeeding twelve (12)
month period in which the Corporation shall not be prevented by such restrictions from retiring shares of 55¢ Preferred
Stock. Any shares of 55¢ Preferred Stock which in any such twelve (12) month period are redeemed by the Corporation at
the optional redemption price hereinabove set forth, or are purchased by the Corporation but not applied to meet the
Corporation’s sinking fund obligation for such twelve month periods may be credited on the amount required to be
acquired in any one or more of the next following twelve (12) month periods which the Corporation mayv designate.
Shares of 55¢ Preferred Stock of the Corporation redeemed or purchased shall not be reissued. So long as any share of 55¢
Preferred Stock shall remain outstanding, no dividends, whether in cash, stock, or otherwise, shall be paid or declared or
any distribution be made with respect to the Common Stock or Other Securities, nor shall any Common Stock or Other
Securities be purchased, retired or otherwise acquired for a valuable consideration by the Corporation unless on or betore
the preceding November 1, the Corporation shall have acquired the number of shares of 55¢ Preferred Stock required to

have been acquired by such date.

6. Except as otherwise provided herein or as otherwise made mandatory by law, the holders of the 55¢ Preferred Stock
shall have no right to vote for the election of directors or for any other purpose and shall not be entitled receive notice of
anv meeting of stockholders and all voting rights shall be vested exclusivelv in the holders of the Commen Stock and, to
the extent applicable, holders of Other Securities. If and whenever six full quarterly dividends on 55¢ Preferred Stock
shall be unpaid, then the holders of the 35¢ Preferred Stock shall be entitled, voting separately as a class and to the
exclusion of the holders of the Common Stock and Other Securities, to vote for the election of three or the directors of the
Corporation until all arrears and dividends on the 55¢ Preferred Stock shall have been paid in full, and thereupon the
vo':i;'lg right for the election of three directors shall be divested from the holders of the 35¢ Preferred Stock and revested
in the holders of the Common Stock and, to the extent applicable, holders of Other Securities, subject to revesting in the



event of cach and every other subsequent such default. While any 35¢ Preferred Stock is outstanding, the Corporation,
without first obtaining the consent, by the affirmative vote at a meeting called for that purpose, of the holders of at least
two thirds ot the total number of shares of 55¢ Preferred Stock then vutstanding, shall not:

a.  Increase the authorized number of shares of 55¢ Preferred Stock or authorize or issue any stock having priority
or preference over, or ranking on a parity with, the 55¢ Preferred Stock as to dividends vr assets; or '

b.  Amend the provisions hereof so as to affect adversely any of the preferences or other rights hereby given to the
55¢ Preferred Stock; or

c.  Merge or consolidate with or into any other corporation or corporations or sell or transfer all or substantially all
of its assets as an entity.

7. After full cumulative dividends have been paid or declared and set apart for payment upon issued and outstanding
55¢ Preferred Stock, as hereinabove provided, and after the provisions herein or as established bv the Board of Directors
with respect to any sinking fund for redemption of 55¢ Preferred Stock have been complied with, holders of the Common
Stock or Other Securities shall be entitled to receive such further dividends as may from time to time be declared by the
Board of Directors of the Corporation out of any remaining surplus or net profits. The term "full cumulative dividend”
whenever used in this article with reference to the 53¢ Preferred Stock of any series shall be deemed to mean (whether or
not in any dividend period or any part thereof in respect of which such term is used there shall have been surplus or net
profits of the Corporation legally available for the payment of such dividends) that amount which shall be equal to
curnulative dividends at the prescribed rate to date from the date of cumulation for such series (including an amount
equal to a dividend at such rate for the elapsed portion of the current dividend period) less, in each case, the amount of
all cumulative dividends paid or deemed paid, upon the 55¢ Preferred Stock. The term "date of cumulation” as used in
this article with respect to 55¢ Preferred Stock of any series means the date on which the dividend period during which
shares of 55¢ Preferred Stock of such series are first issued shall begin or the date on which such shares are first issued
when such issue is made on-a date on which a dividend period begins.

8. A consolidation, reorganization, or merger of the Corporation with any other corporation or corporations shall not be
considered a disselution, hiquidation, or winding up of the Corporation within the meaning of such terms as used herein.

9. The $1.00 Preferred Stock may be issued from time to time in one or more series in any manner permitted by law and
the provisions of these Restated Articles of Incorporation of the Corporation, as determined from time to time by the
Board of Directors and stated in the resolution or resolutions providing for the issuance thereof, prior to the issuance of
any shares thereof. The Board of Directors shall have the authority to fix and determine, subject to the provisions of this
Article V, the rights and preferences of the shares of any series so established. Unless otherwise provided in the
resolution or resolutions establishing a series of shares of $1.00 Preferred Stock, prior to the issue of any shares of a series
so established or to be established, the Board of Directors may, by resolution, amend the relative rights and preferences of
the shares of such series, and, after the issue of shares of a series whose number has been designated by the Board of
Directors, the resolution or resolutions establishing the series may be amended by the Board of Directors to decrease (but
not below the number of shares of such series then outstanding) the number of shares of that series.

The 7.85% Preferred Stock, $1.00 par value was authorized by the Board of Directors on Decernber 20,1991. The rights and
preferences of the 7.85% Preferred Stock are attached as Exhibit A.

The Series Z Junior Participating Preferred Stock, $1.00 par value, was authorized by the Board of Directors on March 19,
1993. The rights and preferences of the Series Z Preferred Stock are attached as Exhibit B.

ARTICLE VI

The amount of paid-in capital with which this Corporation shall begin to do business shall be Five Hundred Dollars
($300.00) pavable in cash or other property taken at a fair valuation.

ARTICLE VII

The directors shall be nine () in number, but the number of directors may be increased to any number not exceeding
eleven (11) or decreased to any number not less than three (3) at any annual meeting of the shareholders, or at any special
meeting of the shareholders called for that purpose, or by a two-thirds vote of the then directors of the Corporation at any
regular mesting of the directors, or at any special meeting of the directors called for that purpose.



The names and post office addresses of the directors of the Corporation in office at the time of the adoption of these
Restated Articles and vn the date hereof, who shall serve until the 1996 Annual Meeting of Shareholders, and until their
successors are elected and qualify are as follows:

Carl Burnham, Jr. P.O.Bux S
Ontario, Oregon 97914

Meivin C. Clapp 3608 S.W. 328th Street
Federal Way, Washington 98023

David A. Ederer 4619 N.E. Laure! Crest Lane
Seattle, Washington 98105

Howard L. Hubbard 5320 N.W. Edgebrook Place
Portland, Oregon 97229-1974

W. Brian Matsuyama 222 Fairview Avenue No.
Seattle, Washington 98109

Larry L. Pinnt 15306 N.E. 190th
Woodinville, Washington 98072

Brooks G. Ragen Suite 4300
999 Third Avenue
Seattle, Washington 98104

Andrew V. Smith 1600 Beil Plaza, Room 1802
Seattle, Washington 98191

Mary A. Williams 1234 McGilvra Boulevard E.
Seattle, Washington 98112

ARTICLE VIII

The Board of Directors of this Corporation shall have the authority to make and alter By-Laws not inconsistent with the
law or with the Articles of Incorporation and subject to the power of the shareholiders to change or repeal such By-Laws.

ARTICLE IX

Except as may be otherwise provided by law, or by applicable restrictive provisions of Article V hereof, as amended, or
any mortgage, deed of trust or loan agreement of the Corporation, the shares of stock of this Corporation, whether
Preferred or Common, may be issued by it from time to time without the consent of any holder of any share thereof, in
such manner, or amount of shares of each said class of stock, and for such consideration in labor, services, money or
property, as from time to time mav be fixed and determined by the Board of Directors of this Corporation, and, except as
so restricted, the right, power and authority of said Board of Directors from time to time so to authorize and order the
issuance by this Corporation of the said shares of each class of said stock and such number or amount of shares and for
such consideration in labor, services, money or property as from time to time said Board of Directors may fix and

determine, is hereby absolutelv reserved to ba1d Board of Directors.

No holder of shares of the capital stock of any class of this Corporation shall have any preemptive or preferential right of
subscription to any shares of any class of stock of this Corporation, whether now or hereafter authorized, or to any
obligations convertible into stock of this Corporation, which mav be issued or sold, nor any right of subscription other
than such, if any, as the Board of Directors in its discretion may from time to time determine and at such price as the
Board of Directors from tme to time may fix.

Payment or delivery to, or receipt by this Corporation of such consideration as may be fixed and determined by the
Board of Directors for the issuance of any share or shares of its capital stock, as hereinbefore provided, shall operate and
be construed, deemed and heid: (a) to discharge, release and satisfv fullv and absolutely all liability to the Corporation
and/or to its creditors now or at any tme hereafter existing, of any subscriber for and/or holder of any such share or
shares so authorized to be issued in any way on account of, rounded upon, or arising out of any subscription for and/or
purc‘\ase of, and /or issuance of such share or shares, and (b) to constitute such share or shares fully pald stock of the

Corporation.



ARTICLE X

LIMITATION ON DIRECTOR LIABILITY

To the fuilest extent permitted by Washington law at the time this Article becomes effective or as may thereafter be in

effect, a director of this Corporation shall not be liable to this Corporation or its shareholders for the monetary damages -
for his or her conduct as a director. Any amendment to or repeal of this Article X shall not adversely affect any right of a

director of this Corporation hereunder with respect to any acts or omissions of such director occurring prior to such

amendment or repeal.

ARTICLE X1

INDEMNIFICATION OF DIRECTORS

To the fullest extent permitted by Washington law at the time this Article becomes effective or as mav be thereafter in
effect, this Corporation is authorized to indemnify any director of this Corporation. The Board of Directors shall be
entitled to determine the terms of such indemnification, including advance of expenses, and to give effect thereto through
the adoption of By-Laws, approval of agreements, or by any other manner approved by the Board of Directors. Any
amendment to or repeal of this Article XI shall not adversely affect any right of a director of this Corporation hereunder
with respect to any right to indemnification that arises prior to such amendment or repeal.

ARTICLE XII

BUSINESS COMBINATIONS / FAIR PRICE PROVISIONS
A. The following definitions shall apply for purposes of this Article XII:

Ts The terms "Affiliate"and "Associate” shall have the respective meanings ascribed to such terms in Rule 12b-2
under the Securities Exchange Act of 1934 and the rules and regulations thereunder (the"Act”) (or any subsequent
provisions replacing such Act, rules, or regulations) as in effect on March 24, 1992 (the term "registrant” in said Rule 12b-2
meaning in this case the Corporation).

2. The term "Beneficially Own,” when used with respect to a person’s interest in shares of capital stock, shall mean
that said person has or shares (or has the right to acquire under any option, warrant, conversion right or other right),
directly or indirectly, the power to vote, the power to dispose of, the power to direct the voting or disposition of, or the
right to enjoy the economic benefits of such shares.

3. The term "Business Combination” shall mean (a) any merger or consolidation of the Corporation or a
Subsidiary of the Corporation with or into an Interested Shareholder (or an Affiliate or Associate of an Interested
Shareholder) or any merger of an Interested Shareholder (or an Affiliate or Associate of an Interested Shareholder) into
the Corporation or a Subsidiary of the Corporation, {b) any sale, lease, exchange, transfer, encumbrance or other
disposition of Substantial Assets either of the Corporation (including without limitation any securities of a Subsidiary) or
of a Subsidiary of the Corporation, to an Interested Shareholder (or an Affiliate or Associate of an Interested
Sharehoider), (¢} the issuance of any securities of the Corporation or a Subsidiary of the Corporation to an Interested
Shareholder (or an Affiliate or Associate of an Interested Shareholder), (d) any reclassification, exchange of shares or
other recapitalization that would have the effect of increasing the proportion of shares of Common Stock or other capital
stock of the Corporation or a Subsidiary of the Corporation Beneficiallv Owned by an Interested Shareholder, or (e} any
agreement, contract, or other arrangement providing for anv of the foregoing transactions.

4. The term "Continuing Director” shall mean a director who was a member of the Board of Directors of the
Corporation immediately prior to the time that the Interested Shareholder invoived in a Business Combination became
an Interested Shareholder and who is not the Interested Shareholder or an Affiliate or Associate of the Interested
Shareholder.

5. "Fair Market Value” means (a) in the case of cash, the amount of such cash; (b) in the case of stock, the highest
closing sale price during the 30-day period immediately preceding the date in question of a share of such stock on the
composite tape for New York Stock Exchange Listed Stocks, or, if such stock is not quoted on the composite tape, on tlhe
New York Stock Exchange, or, if such stock is not listed on such Exchange, on the principal United States securities
exchange registered under the Act on which such stock is listed, or, if such stock is not listed on any such exchange, the
highest closing bid quotation with respect to a share of such stock during the 30-day period pre;ed_mg the date in
question on the National Association of Securities Dealers, Inc. Automated Quotations System or any similar system then
in use, or if no quotations are available, the fair market value on the date in question of a share of such stock as
determined by a majority of the Continuing Directors in good faith; and (c).in the case of property other than cash or
stock, the fair market value of such property on the date in question as determined in good faith by a majority of the
Continuing Directors.



6. The term "Interested Sharcholder” shall mean any person (other than the Corporation or any Subsidiary and
other than any profit-sharing, employee stock ownership or other employee bencfit plan of the Corporation or any
Subsidiary vr any trustee of or fiduciary with respect to any such plan when acting in such capacity) who is or has
announced or publicly disclosed a plan or intention to become the beneficial owner of Common Stock representing ten
percent (10%) ot more of the votes entitled to be cast by the holders of all then outstanding shares of Common Stock.

7. The term "person” shall mean any individual, firm, company, or other entity and shall include any group
comprised of any person and any other person with whom such person or any Affiliate or Associate of such person has
any agreement, arrangement. or understanding, directly or indirectly, for the purpose of acquiring, holding, voting, or
disposing of Common Stock.

8. The term "Subsidiary” means any company of which a majority of any class of equity security is Beneficially
Owned by the Corporation; provided, however, that for the purposes of the definition of Interested Shareholder set forth
in paragraph 6 of this section A, the term "Subsidiary” shall mean only a company of which a majority of each class of
equity security is Beneficially Owned by the Corporation.

9. The term "Substantial Assets” shall mean assets with a Fair Market Value in excess of five percent (5%) of the
total assets of the Corporation as reported in the consolidated financial statements of the Corporation as of the end of its
most recent fiscal year ending prior to the time the determination is made.

B. In addition to any vote or approval required by law, any Business Combination shall require the affirmative vote of
the holders of not less than eighty percent (80%) of the outstanding shares of capital stock of the Corporation which are
not Beneficially Owned by the Interested Shareholder and its Affiliates or Associates involved in the Business
Combination; provided, however, that such eighty percent (80%) voting requirement shall not apply if:

1. The Business Combination is a merger, consolidation or exchange of shares involving the Corporation which
provides for the conversion of the shares of Common Stock of the Corporation into cash, securities or other property with
a Fair Market Value per share of Common Stock not less than the highest per share consideration (appropriately adjusted
for stock splits, stock dividends and other like charges) paid or given by the Interested Shareholder and any of its
Affiliates or Associates for any of their shares of Common Stock; or

2. The Business Combination was approved by the Board of Directors of the Corporation; provided that a
majority of the Board of Directors consisted of Continuing Directors and at least two-thirds of the Continuing Directors
voted to approve the Business Combination.

C. The provisions set forth in this Article XII may not be repealed or amended in any respect unless such repeal or
amendment is approved by the affirmative vote of the holders of not less than eighty percent (80%) of the outstanding
shares of capital stock of the Corporation which are not Beneficially Owned by an Interested Shareholder.

Restated Articles of Incorporation of Cascade Natural Gas Corporation, are herein executed in duplicate by said
Corporation, pursuant to the provisions of RCW 23B.10.070, and correctly set forth without change the corresponding
provisions of the Articles of Incorporation as previously stated and amended and supersede the original Articles of
Incorporation and all amendments to said Articles of Incorporation of Cascade Natural Gas Corporation.

IN WITNESS WHEREOF, the undersigned officers of Cascade Natural Gas Corporation have hereby executed in
duplicate these Restated Articles of Incorporation, and have hereunto set their hands this 2822 day of March, 1996.

CASCADE NATURAL GAS CORPORATION

s 2

Raiph E. Bovd 4
President
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Exhibit A

CASCADE NATURAL GAS CORPORATION
STATEMENT OF RIGHTS AND PREFERENCES
OF THE 7.85% CUMULATIVE PREFERRED STOCK

1. Preference.

The preferences of each share of 7.85% Preferred with respect to dividend payments and distributions of the
Corporation’s assets upon voluntary or involuntary liquidation, dissolution or winding up of the Corporation shall be
equal to the preferences of every other share of 7.85% Preferred from time to time outstanding in every respect and,
except for Priority Stock and Parity Stock, prior in right to such preferences of all other equity Securities of the
Corporation, whether now or hereafter authorized.

2. Voting Rights.

The Holders of 7.85% Preferred shall not, by virtue of their ownership thereof, be entitled to vote upon any matter except
as otherwise provided herein or by law.

3. Liquidation Rights.

[f the Corporation shall be voluntarily or involuntarily liquidated, dissolved or wound up, at any time when any 7.85%
Preferred shall be outstanding, each then outstanding share of 7.85% Preferred shall entitle the Holder thereof to a
preference against the Property of the Corporation available for distribution to the Holders of the Corporation’s equity
Securities equal to the sum of $100 plus an amount equal to all unpaid dividends accrued on such share to the date of
payment of such preference, whether or not eamed, whether or not funds of the Corporation are legally available for the
payment of dividends and whether or not such dividends have been declared by the Board (the “Liquidation Amount”);
provided, however, that if liquidation, dissolution or winding up occurs within 120 days subsequent to an issuance of
Excess Preferred, the Liquidation Amount, in lieu of the amount set forth above, shall instead be the amount that would
be payable pursuant to Section 6.A(ii) hereof if the 7.85% Preferred were redeemed pursuant to that Section.

All of the preferential amounts to be paid to the Holders of 7.85% Preferred in connection with the liquidation,
dissolution or winding up of the Corporation as provided in this Section 3 shall be paid or set apart for payment in cash
(a) after the payment or setting apart for payment of all preferential amounts to be paid or set apart for payment with
respect to Priority Stock, whether now or hereafter authorized, (b) simultaneously with preferential amounts to be paid
or set apart for pavment with respect to Parity Stock, whether now or hereafter authorized, and (c) before the payment or
setting apart for payment of any amount with respect to Junior Stock, whether now or hereafter authorized, or the
distribution of any Property of the Corporation other than cash with respect to such Junior Stock. A consolidation,
reorganization or merger of the Corporation with any other corporation or corporations shall not be considered a
dissolution, liquidation or winding up of the Corporation within the meaning of such terms as used herein.

4. Dividends.

Commencing on the date of issuance, so long as any 7.85% Preferred shall be outstanding, each Holder ot outstanding
7.85% Preferred shall be entitled to receive dividends in cash at the rate of $7.85 per annum per share thereof, out of any
funds legally available therefor, pavabie on the first day of February, May, August and November of each year as and
when declared by the Board. Such dividends shall be cumulative on each such share from the date of issuance thereof,
whether or not eamed, whether ot not funds of the Corporation are legally available for the payment of dividends, and
whether or not declared by the Board, so that if the full dividends in respect of any previous quarterly dividend period
shall not have been paid on the 7.85% Preferred at the time outstanding, whether or not earned, whether or not funds of
the Corporation are legally available for the pavment of dividends, and whether or not declared by the Board, the
deficiency shall be fullvy paid on or declared and set apart for such shares (without interest) before any dividend or other
distribution shall be paid on or declared or set apart for anv other equity Securities of the Corporation, whether now or
hereafter authorized, other than dividends on Parity Stock paid, declared or set apart in the manner permitted by Section
12(E) hereof, or dividends on Priority Stock, and before anv redemption, retirement, purchase or other acquisition of any
other eqﬁiry Securities of the Corporation, whether now or hereafter authorized, other than a redemption, retirement,



purchasc vr other acquisition of Parity Stock made in the manner permitted by Section 12(E) hereof or a redemption,
retirement, purchase or other acquisition of Priority Stock.

5. Mandatory Redemption.

The Corporation shall make a mandatory redemption in cash of all vutstanding shares of the 7.85% Preferred on
November 1, 1999, in accordance with the procedures set forth in this Section 5 and in Section 7 hereof, at a redemption
price equal to the Liquidation Amount.

The Corporation shall mail a notice (“Mandatory Redemption Notice”) not later than Septernber 15, 1999 of a redemption
pursuant to this Section 5 to each Holder of 7.85% Preferred by registered or certified mail, postage prepaid, to such
Holder’s address as shown on the books and records of the Corporation. The Notice shall state (i) the Redemption Date,
which is November 1, 1999, and (i1) the redemption price, accompanied by the calculation of such price set out in
reasonable detail.

6. Redemption at the Option of the Holder.

A. Optional Redemption. Notwithstanding any other provision contained herein, after the occurrence of a
Redemption Event, each Holder of outstanding 7.85% Preferred shall have the right, in accordance with the
procedures set forth in this Section 6 and in Section 7 hereof, to require the Corporation to redeem all shares of 7.85%
Preferred held by such Holder for the following price:

(i) if the Redemption Event is a Ratings Downgrade, Dividend or Redemption Shortfall or Restrictive
Arrangement, at a price per share equal to the Liquidation Amount;

(ii) if the Redemption Event is Excess Preferred, at a price per share as set forth below, together with an
amount equal to dividends accrued and unpaid thereon to the date of payment, whether or not earned,
whether or not funds of the Corporation are legally available for the payment of dividends, and whether or
not declared by the Board:

[f the Redemption Event Occurs Price

During the Twelve Months Ended Per Share
December 3T, 1992 o iimaninnaaaaiss S $107.85
December 31, 1993 $106.73

December 31, 1994 ..
December 31, 1995 ...
December 31, 1996 ...
Decernber 31, 1997 ....
December 31, 1998
December 31, 1999 ..

510449
....5103.36
..5102.24
..5101.12
....5100.00

B. Form of Optional Redemption Notice. Within 7 days after the occurrence of a Redemption Event, the
Corporation shall mail a notice (“Optional Redemption Notice”) to each Holder of 7.85% Preferred by registered or
certified mail, postage prepaid, to such Holder’s address as shown on the books and records of the Corporation. The
Notice shall state that a Redemption Event has occurred. describe the Redemption Event in reasonable detail, and
offer to redeem all shares of 7.85% Preferred owned bv such Holder at the appropriate price, as set forth in Section
6.A hereof. The Notice shall also state (i) the Redemption Date, which shall be a date not less than 30 nor more than
90 days after the date of the Optional Redemption Notice, and (ii) the redemption price, accompanied by the
calculation of such price set out in reasonable detail. The Notice shall request that such Holder notify the
Corporation in writing not more than 20 days after such Holder receives the Notice whether or not such Hoider
elects to have the Corporation redeem all of the shares of 7.85% Preferred held by such Holder at the redemption
price. The Notice shall also inform such Holder that failure to respond to the redemption offer within such 20 day
period shall be deemed to be a rejection of the offer. Redemptions made pursuant to Section 6 hereof shall be of all
and not a part of the shares of 7.85% Preferred held by a Holder, and no Holder shalil be entitled to cause such
Holder's shares of 7.85% Preferred to be redeemed unless all nominees and Affiliates of such Holder, if any, which
are Holders of shares of 7.85% Preferred have elected to have the Corporation redeem all shares of 7.85% Preferred

heid by them.



Provisions Applicable to All Redemptions,

A. Manner of Redemption. On the Redemption Date, the Corporation shall pay in cash to cach Holder of 7.85%
Preferred with respect to each share of 7.85% Preferred held by such Holder an amount equal to the redemption
price in effect on the Redemption Date, such payment to be made by Fedwire transfer of immediately available
funds or by certified or official bank check transmitted to such Holder by registered or certified mail, postage
prepaid, to such Holder's address as snown on the books and records of the Corporation.

B. Effect of Payment. If on the Redemption Date funds necessary for the redemption of all the 7.85% Preferred then
outstanding, if the redemption occurs pursuant to Section 3 hereof, or funds necessary for the redemption of the
7.85% Preferred then held by Holders electing to have such shares redeemed, if the redemption occurs pursuant to
Section 6 hereof, shall have been paid as provided for in Section 7.A hereof, then from and after the Redemption
Date, the shares of 7.85% Preferred with respect to which such payment has been made shall be deemed to be
redeemed, and the Holders of such shares of 7.85% Preferred shall cease to be Stockholders of the Corporation with
respect to such shares of 7.85% Preferred, and shall have no rights with respect thereto from and after the
Redemption Date. Surrender of the certificate or certificates evidencing 7.85% Preferred shall not be required in

connection with the redemption thereof.

C. No Reissuance of 7.85% Preferred. All shares of 7.85% Preferred redeemed as hereinabove required shall be
retired and cancelled and shall not be reissued; provided, however, that each such share, after being retired and
cancelled, shall be restored to the status of an authorized but unissued share of Preferred Stock without designation
as to series and may thereafter be issued as a share of Preferred Stock not designated 7.85% Preferred.

8. Limitation on Additional Issuance of Preference Stock.

Subject to the terms and conditions of this Statement of Rights and Preferences the Corporation may from time to time
authorize and issue additional shares of Preference Stock unless Earings Available for Payment of Interest Charges and
Dividends for the twelve consecutive calendar months immediately preceding the calendar month in which such Stock is
issued is less than 150% of the aggregate of (i) all interest paid or accrued on Indebtedness of the Corporation during the
twelve consecutive calendar months immediately preceding the calendar month in which such Stock is issued, plus (ii)
the dividends paid or accrued on all shares of all classes and series of Preference Stock during the twelve consecutive
calendar months immediately preceding the calendar month in which such Stock is issued, for such purpose treating
such Stock as having been outstanding throughout such twelve-month period (the “Dividend Coverage Test”). Prior to
authorizing or issuing any additional shares of Preference Stock, the Chief Financial Officer or Treasurer of the
Corporation shall certify that the Dividend Coverage Test has been met as of the date of issuance of the additional shares
of Preference Stock, and such certification shall be sent to each Holder of 7.85% Preferred, by registered or certified mail,
postage prepaid, to such Holder’s address as shown on the books and records of the Corporation.

9. Contingent Voting Rights.

If at anv time any Voting Right Event shall occur, each outstanding share of 7.85% Preterred shall entitle the Holder
thereof to one vote and each outstanding share, if any, of Parity Stock then entitled to vote for the election of directors
shall entitle the Holder thereof to that number of votes per such share as is calculated by dividing the original issue price
of such share by 100, and the Holders of 7.85% Preferred and the Holders of such Parity Stock shall as a class be entitled
to elect three directors of the Corporation, and the Holders of other equity Securities of the Corporation then entitled to
vote for the election of directors shall be entitled to elect the remaining members of the Board. At such time as the Voting
Right Event which gave rise to the exercise of the voting rights provided tor in this Section 9 has been cured by waiver,
payment or otherwise, and all other events creating a Voting Right Event, if any, shall have been cured by waiver,
payment or otherwise, the right of the Holders of 7.85% Preferred and such Parity Stock 50 to vote as provided in this
Section 9 shall cease, subject to renewal from time to time upon the same terms and conditions. Notwithstanding
anything herein to the contrary, the Holders of 7.85% Preferred and Parity Stock shall not have the aforesaid voting rights
atany time that the Holders of Senior Preferred have elected three directors to the Board pursuant to Article V, Section 6
of the Restated Articles of Incorporation; provided, however, that at such time as either the nght to elect directors by the
Holders of Senior Preferred ceases or the Holders of Senior Preferred shall decline to elect three directors to the Board, if
a Voting Right Event is then in existence the Holders of 7.35% Preferred and Paritv Stock shall be entitled to exercise the
rights contained in this Section 9, and provided, further, that if at any time that a Voting Right Event is in existence the
Holders of Senior Preferred have elected one or two directors to the Board pursuant to such Article V, Section 6, the
Holders of 7.85% Preferred and Parity Stock shall be entitled to elect a number of directors to the Board .equal to the
difference between three and the number of directors elected bv the Holders of Senior Preferred, subject to removal if the
Holders of Senior Preferred thereafter seek to fully exercise their right to elect directors.
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At any time after the voting power to clect members of the Board shall have become vested in the Holders of 7.85%
Preferred as provided in this Section 9, either alone or as a class with the Holders of Parity Stock then entitled to vote for
the election of directors, if any, the Secretary of the Corporation may, and, upon the written request of the record Holders
of that number of vutstanding shares of 7.85% Preferred which equal, in the aggregate, to at least twenty percent of the
number of shares ot 7.85% Preferred then outstanding, addressed to him at the principal office of the Corporation shall,
call a special meeting of the Holders of 7.85% Preferred and the Holders of such Parity Stock, to be held at the principal
office of the Corpuration and upon not more than fifteen days notice. [f such meeting shall not be so called within five
days after personal service of the request, or within ten dayvs after mailing of the same by registered or certified mail,
postage prepaid, within the United States of America, then the record Holders of that number of outstanding shares of
7.85% Preferred which equal, in the aggregate, at least ten percent of the number of shares of 7.85% Preferred then
outstanding may designate in writing one of their number to call such meeting, and the Person so designated may call
such meeting at the place above provided and upon not less than ten days notice and for that purpose shall have access
to the stock books of the Corporation. The Persons elected as directors by the Holders of 7.85% Preferred and the Holders
of such Parity Stock at such meeting and the Persons so elected as directors at each subsequent annual meeting of the
Corporation’s stockholders, together with such individuals, if any, as may from time to time be elected as directors by the
Holders of the other equity Securities of the Corporation then entitled to vote for the election of directors, shall constitute
the duly elected directors of the Corporation. Any vacancy which shall arise for any reason with respect to a director
elected by the Holders of such Parity Stock and the Holders of 7.85% Preferred shall be filled by action of the remaining
directors so elected, or if there be none, by the Holders of Parity Stock entitled to vote for the election of directors at the
time that such vacancy arises, if any, and the Holders of 7.85% Preferred at a meeting called in the manner set forth
hereinabove and voting in the manner set forth hereinabove.

Whenever the voting power of the Holders of 7.85% Preferred has ceased as hereinabove in this Section 9 is provided, the
term of office of the Persons, if any, who are at the time directors of the Corporation who were elected by the Holders of
7.85% Preferred and the Holders of Parity Stock in accordance with the preceding provisions of this Section 9 shall
terminate.

10. Restricted Payment Limitation.

[f at any time any Restricting Event shall occur, the Corporation shall not declare or make any Restricted Payments. At
the time such Restricting Event has been cured by waiver, payment or otherwise, and all other events creating a
Restricting Event. if any, shall have been cured by waiver, payment or otherwise, the prohibition provided for in this
Section 10 shall cease, subject to renewal from time to time upon the same terms and conditions.

11. Pre-emptive Rights.

The Holders of 7.85% Preferred shall not have any pre-emptive rights upon the issuance or sale of shares of Stock of the
Corporation of any class or series, whether now or hereafter authorized, or any Securities exchangeable for or convertible

into such Stock.
12. Protective Provisions.

As long as any shares of 7.85% Preferred are outstanding, the Corporation shall not. without the approval by the vote or
written consent of the Holders of not less than 66-2/3% (or more if required by law or such other amount as is stated
herein) of the outstanding shares of 7.85% Preferred:

(A) Amend or repeal anv provision of, or add any provision to, the Restated Articles of Incorporation or By-Laws if
such action would alter or change the 7.85% Preferred or the powers, preferences, rights, qualifications, limitations
and /or restrictions of the 7.85% Preferred;

(B) Amend or repeal anv provision of, or add any provision to, this Staternent of Rights and Preferences (except that
the approval of the Holders of not less than 100% of the outstanding shares of 7.85% Preferred shall be required for
amendments, repeals or additions affecting the dividend rate of the 7.85% Preferred, cumulation of the dividend of
the 7.85% Preferred, the mandatorv redemption of all then vutstanding shares of 7.85% Preferred on November 1,
1999 at the redemption price stated in Section 3 hereof, or the redemption of 7.85% Preferred at the option of a
Holder due to a Redemption Event at the redemption prices set forth in Section 6.A hereof):

(C) Issue any shares of Senior Preferred or reclassify any shares of any Security into shares of Senior Preferred;

(D) Issue any shares of Priority Stock other than Senior Preferred or reclassifv any shares of any Security into shares
of Priority Stock other than Senior Preferred if the effect of such issuance or reclassification would be to increase the
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stated wvalue, as reflected in the Corporation’s capital account, of all autstanding Priority Stock, or the aggregate

preference payabie upon the voluntary or involuntary liquidation, dissolution or winding up of the Corporation

with respect to all vutstanding Priority Stock, to an amount in excess of $2,400,000 (including issuances or
reclassifications of any shares of Priority Stock pursuant to a consolidation or merger of the Corporation with any
Person, calculated on a pro forma basis combining the consolidated or merged entities (other than a merger with
another corporation in which the Corporation is the surviving corporation which does not result in any’
reclassification or change — other than a change in par value, or from par valle to no par value, or from no par value
to par value — of vutstanding shares of the Corporation’s Stock of any class or series, whether now or hereafter
authorized)); provided, however, that if the Corporation proposes to issue any shares of Stock that the Board deems

to be Preference Stock but that the Holders of not less than a majority of the outstanding shares of 7.85% Preferred

deem to be Priority Stock, then such Holders shall notify the Corporation of their determination, specifying the
particular terms of such shares they believe cause such shares to be Priority Stock, pursuant to the procedures set

forth in Section 13 hereof, and if the Corporation, by action of the Board, amends this Staterment of Rights and

Preferences to incorporate such particular terms then, subject to the approval of the Holders of not less than a

majority of the vutstanding shares of 7.85% Preferred of the text of such amendment to this Statement of Rights and

Preferences, which shall not be unreasonably withheld, the propused issue of Stock may be issued, except that,
unless approved by the Holders of not less than 100% of the outstanding shares of 7.85% Preferred, no substitution
shall be made with respect to the dividend rate of the 7.85% Preferred, cumulation of the dividend of the 7.85%

Preferred, the mandatory redemption of all then outstanding shares of 7.85% Preferred on November 1, 1999 at the
redemption price stated in Section 5 hereof, or the redemption of 7.85% Preferred at the option of a Holder due to a

Redemption Event at the redemption prices set forth in Section 6.A hereof;

(E) Make any payments to the Holders of, or with respect to any, Parity Stock, by means of dividends or mandatory
redemption pavments,

(I)  unless all such payments and all payments in connection with optional redemptions pursuant to
Section 6 hereof then due on the 7.85% Preferred have been made in full, or

(2) if any such payment or any payment in connection with optional redemptions pursuant to Section 6
hereof is then due on the 7.85% Preferred but has not been made in full, or if any such payment is then due
on Parity Stock but has not been made in full, unless partial payments are made on the 7.85% Preferred and
on Parity Stock so that, with respect to each of the 7.85% Preferred and Parity Stock, such partial payments
are identical fractions of the amounts then due;

(F) Make any optional redemptions of any Parity Stock, unless, in each such case,

(1) all redemptions of 7.85% Preferred required to be made pursuant to Section 5 or 6 hereof to the date of
such optional redemption of Parity Stock have been made, and

(2) all dividends accrued on the 7.85% Preferred pavable thereon to the date of such optional redemption

of Parity Stock, whether or not earned or declared, whether or not funds are legally available for the
payment of dividends, and whether or not declared by the Board, have been paid in full; or

(G) Consolidate or merge with any other Person unless immediately following the consummation of such
consolidation or merger the Corporation, on a pro forma basis combining the consolidated or merged entities, would
be able to issue at least one share of Preference Stock in addition to all then outstanding Preference Stock without
violation of the Dividend Coverage Test.

13. SubsHtution Procedures Pursuant to Section 12.D hereof.

In the event the Corporation proposes to issue any additional shares of Preference Stock, the Corporation shall send a
written notice to each Holder of 7.85% Preferred by certified or registered mail, postage prepaid, to such Holder’s
address as shown on the books and records of the Corporation, at least 30 days prior to the proposed issuance of the
additional shares of Preference Stock. The notice shall set forth in reasonable detail the powers, preferences, rights,
qualifications, limitations and / or restrictions of the Preference Stock proposed to be issued. If the Halders of not '.esaj. than
a majority of the outstanding shares of 7.35% Preferred deem such shares to be Priority Stock they shall so notify the
Corporation in written notices sent to the Corporation at its principal office, or such other place as may be designated in
the notice sent bv the Corporation pursuant to this Section 13, by certified or registered mail, pustage prepaid, within 20
days after transmittal by the Corporation of its notice, such notices sent by such Holders to specify which particular terms



of such shares they believe cause such shares to be Priority Stock, and the Corporation thercupon shail cither (i) by action
of the Board amend this Statement of Rights and Preferences (subject to the provisions of Section 12.D hereof and to the
approval of the Holders of not less than a majority of the outstanding shares of 7.85% Preferred of the text of such
amendment, which shall not be unreasonably withheld) to incorporate such particular terms and, within 10 days after
notice of such approval is received at the place specified above, to file an amendment to the Statement of Rights and
Preferences pertaining to the 7.85% Preferred setting forth such amendment of this Statement of Rights and Preferences’
with the Secretary of State of Washington, or (ii) not so amend this Statement of Rights and Preferences and not issue the
proposed additional shares of Stock. Within 45 days after transmittal by the Corporation of its notice, the Corporation
shall notify all Holders of outstanding shares of 7.85% Preferred of the action taken by a notice sent to each such Holder
by certified or registered mail, postage prepaid, to such Holder’s address as shown on the books and records of the
Corporation, and if such action is as set forth in clause (i), such notice shall be accompanied by a copy of the amendment
to the Statement of Rights and Preferences of the 7.85% Preferred certified by the Secretary of State ot Washington as
having been filed.

14. Covenant Regarding Redemption.

Following the issuance of the first share of 7.85% Preferred pursuant to this Statement of Rights and Pretferences, the
Corporation will not, and will not permit any Subsidiary to, become a party to or bound by any indenture, agreement,
instrument, Indebtedness, charter provision or security, under the terms of or pursuant to which the Corporation’s
obligation to redeem any of the 7.85% Preferred pursuant to Sections 5 or 6 hereof will in any way be restricted or
eliminated, nor will the Corporation modify or amend or permit any Subsidiary to modify or amend any such indenture,
agreement, instrument, Indebtedness, charter provision or security existing at the time of such issuance to add any
provision restricting or eliminating such obligation or to make any such provision contained therein more restrictive.

15. Definitions.
The following definitions shall apply for the purposes of this Statement of Rights and Preferences:

»Affiliate” shall mean as to anv Person, any other Person directly or indirectly controlling, controlled by, or under
common control with such Person. For purposes of this definition, “control” means the possession, directlv or
indirectly, of the power to direct or cause the direction of the management and policies of any Person, whether
through the ownership of voting securities or by contract or otherwise.

“Board" shall mean the Board of Directors of the Corporation.
“By-Laws” shall mean the By-Laws of the Corporation, as amended.

“Common” shall mean the Corporation’s Common Stock, par value $1.00 per share, and any Stock into which such
Common Stock may hereafter be changed.

“Corporation” shail mean Cascade Natural Gas Corporation.
“Dividend Coverage Test” is defined in Section 7 hereof.

“Dividend or Redemption Shortfall” shall mean that the funds available to the Corporation as of the close of
business on each December 31 on which any shares of 7.85% Preferred are outstanding for the payment of dividends
on and the redemption of all then outstanding shares of 7.85% Preferred, Priority Stock and Parity Stock under the
terms of any then outstanding indenture, agreement, instrument, security or Indebtedness of or binding upon the
Corporation or any Subsidiary are less than the aggregate of (i) the amount of all dividends that, by the respective
terms of such Stock, will be pavable or will accrue on such Stock as dividends between such date and November 1,
1999, plus (ii) the greatest amount (whether due to premiums pavable upon redemption or otherwise) that, bv the
respective terms of such Stock, may be payabie to redeem such Stock on or prior to November 1, 1999 (other than
redemptions at the option of the Corporation). The computation of the amount of funds so available shall be made
by the Chief Financial Officer or Treasurer of the Corporation, and a written statement setting forth such
computation in reasonable detail shall be sent by April 10 of the immediately succeeding year to each Holder of
7.85% Preferred by certified or registered mail, postage prepaid, at the Holder's address as shown on the books and
records of the Corporation.

“Earnings Available for Payment of Interest Charges and Dividends” forany period shall mean the lesser of (i) the
maximum amount available for the payment of dividends on and the redemption of Preference Stock imposed by
the terms of any indenture, agreement, instrument, security or Indebtedness of ur binding upon the Corporation or
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any Subsidiary, or (ii) the income before interest charges and income taxes of the Corporation, determined in
accordance with generally accepted accounting principles. [n calculating the amount described in clause (ii), no
adjustment shall be madu for (a) profits or losses from sales of Property carried in plant or investment accounts of
the Corporation or any Subsidiary, or from the reacquisition of any Securities, or taxes on, in respect of, or measured
by such profits or losses, (b) charges for the elimination, retirement or amortization of utility plant adjustment or
acquisition accounts or other intangibles, (c) gains from non-utility operations, {d) the write-up of assets, (&)
extraordinary gains or () adjustments to earned surplus (including tax adjustments required by generally accepted
accounting principles) applicable to any prior period.

“Excess Preferred” means that the Corporation has issued shares of Priority Stock or Parity Stock following the
issuance of the first share of 7.85% Preferred pursuant to this Statement of Rights and Preferences, and, by virtue of
any indenture, agreement, instrument, security or Indebtedness of or binding upon the Corporation or any
Subsidiary in existence or outstanding as of the date of the issuance of such Priority Stock or Parity Stock, the funds
available to the Corporation as of the date of issuance of such shares of Priority Stock or Parity Stock for the payment
of dividends on and the redemption of all then outstanding shares of Preference Stock, including, without limitation,
the 7.85% Preferred, are less than the aggregate of (i) the amount of all dividends that, by the respective terms of
such Preference Stock, will be payable or will accrue on such Preference Stock as dividends between such date of
issuance and November 1, 1999, plus (ii) the greatest amount (whether due to premiums pavable upon redemption
or otherwise) that, by the respective terms of such Stock, may be payable to redeem such Stock on or prior to
November 1, 1999 (other than redemptions at the option of the Corporation). The computation of the amount of
funds so available shall be made by the Chief Financial Officer or Treasurer of the Corporation as of the date of each
issuance of Priority Stock or Parity Stock following the issuance of the first share of 7.85% Preferred pursuant to this
Statement of Rights and Preferences, and a written statement setting forth such computation in reasonable detail
shall be sent within ten days after the date of each such issuance by certified or registered mail, postage prepaid, at
the Holder’s address as shown on the books and records of the Corporation.

“Holders” shall mean the Persons who shall, from time to time, own, of record or beneficially, any Security. The term
“Holder” shall mean one of the Holders.

“Indebtedness” of any corporation, shall mean the principal of (and premium, if any) and unpaid interest on:
(i) indebtedness which is for money borrowed from others;

(ii) indebtedness guaranteed, directly or indirectly, in any manner by such corporation, or in effect
guaranteed, directly or indirectly, by such corporation through an agreement, contingent or otherwise, to
supply funds to or in any other manner invest in the debtor or to purchase indebtedness, or to purchase
Property or services primarily for the purpose of enabling the debtor to make payment of the indebtedness
or of assuring the owner of the indebtedness against loss;

(iii) all indebtedness secured by any mortgage, lien, pledge, charge or other encumbrance upon Property
owned by such corporation, even if such corporation does not in any manner become liable for the payment
of such indebtedness;

(iv) all indebtedness of such corporation created or arising under any conditional sale, lease or other title

retention agreement with respect to Property acquired by such corporation even though the rights and
remedies of the seller, lessor or lender under such agreement or lease in the event ot default are limited to

repossession or sale of such Property; and

(v) renewals, extensions and refundings of any such indebtedness.
“Junior Stock” shall mean any shares of any class of Stock of the Corporation having preference or priority as to
dividends or Property junior to any such preference or priority of the 7.85% Preferred, or any voting right with
respect to the election of directors which, if exercised, would not restrict or eliminate any such voting right of the
7.85% Preferred, and any instrument or Security convertible into or exchangeable for Junior Stock.
“Liquidation Amount” is defined in Section 3 hereof.

“Mandatory Redemption Notice" is defined in Section 3 hereof.

"Oﬁticnal Redemption Notice” is detined in Section 6.B hereof.
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“Parity Stock” shall mean any shares of any class of Stock of the Corporation having any preference or priority as to
dividends or Property on a parity with any such preference or priority of the 7.85% Preferred, or any voting right
with respect to the election of directors which, if exercised, would be vn a parity with any such voting right of the
7.85% Preferred, and any instrument or Security convertible into or exchangeable for Parity Stock.

“Person” shall mean any individual, partnership, corporation, trust, unincorporated organization or governmental |
organization or any agency or political subdivision thereof.

“Preference Stock” shall mean any class or series of Stock of the Corporation having any preference or priority as to
dividends or Property senior to any such preference or priority of the Common and any instrument or Security
convertible into or exchangeable for Preference Stock.

“Preferred Stock” is defined in the recitals hereot.

“Priority Stock” shall mean any shares of any class of Stock of the Corporation having any preference or priority as
to dividends or Property senior to any such preference or priority of the 7.85% Preferred, or any voting right with
respect to the election of directors which, if exercised, would restrict or eliminate any such voting right of the 7.85%
Preferred, and any instrument or Security convertible into or exchangeable for Parity Stock. Priority Stock includes
but is not limited to Senior Preferred.

“Property” shall mean any interest in any kind of property or asset, whether real, personal or mixed, or tangible or
intangible.

“Ratings Downgrade” shall mean that as a result of any exchange of Stock, consolidation or merger of the
Corporation (other than a merger with another corporation in which the Corporation is the surviving corporation
and which does not result in any reclassification or change — other than a change in par value, or from par value to
no par value, or from no par value to par value — of outstanding shares of the Corporation’s Stock of any class or
series, whether now or hereafter authorized), the rating on any debenture, note or bond of the Corporation
outstanding immediately following the consummation of such exchange of Stock, consolidation or merger is reduced
to below Baa3 by Moody’s Investors Service Inc. or below BBB- by Standard and Poor’s Corporation. A Ratings
Downgrade shall be deemed to occur on the day either of the two rating agencies notifies the Corporation of the
aforementioned reduction.

“Redemption Date” shall mean November 1, 1999, in the case of mandatory redemption pursuant to Section 5
hereof, or a date which is not less than 30 nor more than 90 days after the date of the Optional Redemption Notice, in
the case of redemption at the option of a Holder pursuant to Section 6 hereof.

“Redemption Event” means either a Ratings Downgrade, a Dividend or Redemption Shortfall, Excess Preferred, or a
Restrictive Arrangement.

“Redemption Notice” shall mean either the Mandatory Redemption Notice, the Optional Redemption Notice, or
both.

“Restated Articles of [ncorporation” shall mean the restated articles of incorporation of the Corporation, as amended.

“Restricted Payment” shall mean:

(i) anv payment of cash dividends on any of the Corporation’s Stock other than the 7.85% Preferred, Priority
Stock or Parity Stock;

(ii) any purchase, redemption or retirement of any of the Corporation’s Stock other than the 7.85%
Preferred, Priority Stock or Parity Stock made directly or indirectly by the Corporation or through any

Subsidiary; and

(iii) any other cash distribution made directly or indirectly by the Corporation or through any Subsidiary in
respect of the Corporation’s Stock other than 7.85% Preferred, Priority Stock or Parity Stock.



“Restricting Event” shall mean the following:

(i) failure to set aside and pay in full, on any date specified in Section 4 hereof, the amount therein specified
to the Holders of the 7.85% Preferred;

(i) failure to set aside and pay in full, on any Redemption Date, the amount required to be paid on that
date, pursuant to Section 5 or Section 6 hereuf, to redeem shares of 7.835% Preferred in accordance with the
provisions of such Sections; or

(iii) violation by the Corporation of any provision of Sections 8, 12 or 14 hereof.

“Restrictive Arrangements” shall mean that the Corporation or any Subsidiary, following the issuance of the first
share of 7.85% Preferred pursuant to this Statement of Rights and Preferences, becomes a party to, bound by or
issues any indenture, agreement, instrument, security or [ndebtedness, or modifies or amends any indenture,
agreement, instrument, security or Indebtedness of or binding upon the Corporation or any Subsidiary existing at
the time of the issuance of the first share of 7.85% Preferred pursuant to this Statement of Rights and Preferences
and, as of the date of any such action following such issuance, by virtue of any such indenture, agreement,
instrument, security and Indebtedness then in existence or outstanding, the funds available to the Corporation for
the payment of dividends on and the redemption of all shares of Preference Stock, including, without limitation, the
7.85% Preferred outstanding on the date of any such action, are less than the aggregate of (i) the amount of all
dividends that, by the respective terms of such Stock, will be payable or will accrue on such Stock as dividends
between such date and November 1, 1999, plus (ii) the greatest amount (whether due to premiums payable upon
redemption or otherwise) that, by the respective terms of such Stock, may be payable to redeem such Stock on or
prior to November 1, 1999 (other than redemptions at the option of the Corporation). The computation of the
amount of funds so available shall be made by the Chief Financial Officer or Treasurer of the Corporation, and a
written statement setting forth such computation in reasonable detail shall be sent within ten days after such
effective date to each Holder of 7.85% Preferred by certified or registered mail, postage prepaid, at the Holder's
address as shown on the books and records of the Corporation.

“Securities” shall mean any debt or equity securities of the Corporation, whether now or hereafter authorized, and
any instrument convertible into or exchangeable for Securities or a Security. “Security” shall mean one of the
Securities.

“Senior Preferred” shall mean the Corporation’s 55¢ Cumulative Preferred Stock, without nominal or par value,
Series A, Band C.

7 85% Preferred” shall mean 60,000 shares of $1.00 Preferred Stock designated as 7.85% Cumulative Preferred
Stock.

“Stock” shall include any and all shares, interests or other equivalents (however designated) of, or participations in,
corporate stock.

“Subsidiary” shall mean any corporation at least 50% of whose outstanding voting stock shall at the ume be owned
by the Corporation or by one or more Subsidiaries of the Corporation or by the Corporation and one or more
Subsidiaries of the Corporation.

“Voting Right Event” shall mean failure to set aside and pay in full on six or more of the dates specified in Section 4
hereof, consecutively, the amounts therein specified to the Holders of the 7.85% Preferred, until such date as all
accrued unpaid dividends on the outstanding 7.85% Preferred have been paid in full.
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Exhibit B

CASCADE NATURAL GAS CORPORATION
STATEMENT OF RIGHTS AND PREFERENCES OF THE
SERIES Z JUNIOR PARTICIPATING PREFERRED STOCK, $1.00 PAR VALUE

Section 1. Designation and Amount. There shall be a series of Preferred Stock of the Corporation
which shall be designated as “Series Z Junior Participating Preferred Stock, $1.00 par value” (the “Series Z Preferred
Stock”), and the number of shares constituting such series shall be 110,000. Such number of shares mav be increased or
decreased by Articles of Amendment adopted by the Board of Directors without shareholder action; provided, however,
that no decrease shall reduce the number of shares of Series Z Preferred Stock to a number less than the shares
outstanding plus the number of shares issuable upon exercise of vutstanding rights, options or warrants or upon
conversion of outstanding securities issued by the Corporation.

Section 2. Dividends and Distributions.

(A) Subject to the prior and superior rights of the holders of any shares of any series of Preferred Stock
ranking prior and superior to the Series Z Preferred Stock with respect to dividends, the holders of shares of Series Z
referred Stock, in preference to the holders of shares of Common Stock, $1.00 par value (“Common Stock”) of the
Corporation and of any other junior stock which may be outstanding, shall be entitled to receive, when, as and if declared
by the Board of Directors out of funds legally available for the purpose, (i) quarterly dividends pavable in cash on the last
day of March, June, September and December in each year (each such date being referred to herein as a “Quarterly
Dividend Payment Date”), commencing on the first Quarteriy Dividend Payment Date after the first issuance of a share
or fraction of a share of Series Z Preferred Stock, in an amount per share (rounded to the nearest cent) equal to the greater
of (a) $1.00 per share ($.01 per one one-hundredth of a share), or (b) subject to the provision for adjustment hereinafter set
forth, 100 times the aggregate per share amount of all cash dividends declared on the Common Stock since the
immediately preceding Quarterly Dividend Pavment Date or, with respect to the first Quarterly Dividend Payment Date,
since the first issuance of any share or fraction of a share of Series Z Preferred Stock, and (ii) subject to the provision for
adjustment hereinafter set forth, quarterly distributions (payabie in kind) on each Quarterly Dividend Payment Date in
an amount per share equal to 100 times the aggregate per share amount of all noncash dividends or other distributions
{other than a dividend payable in shares of Common Stock or a subdivision of the outstanding shares of Common Stock,
by reclassification or otherwise), declared on the Common Stock since the immediately preceding Quarterly Dividend
Payment Date, or with respect to the first Quarterly Dividend Payment Date since the first issuance of any share or
fraction of a share of Series Z Preferred Stock. In the event the Corporation shall at any time after March 19, 1993 (the
“Rights Declaration Date”), declare or pay any dividend on Common Stock payable in shares of Common Stock, or effect
a subdivision or combination or consolidation of the outstanding shares of Common Stock (by reclassification or
otherwise) into a greater or lesser number of shares of Common Stock, then in each such case the amount to which
holders of shares of Series Z Preferred Stock are entitled under clauses (i)(b) or (ii) of the preceding sentence shall be
adjusted by multiplying such amount by a fraction the numerator of which is the number of shares of Common Stock
outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that
were outstanding immediately prior to such event.

(B) The Corporation shall declare a dividend or distribution on the Series Z Preferred Stock as
provided in Section 2(A) immediately after it declares a dividend or distribution on the Common Stock (other than a
dividend pavable in shares of Common Stock); provided that, in the event no dividend or distribution shall have been
declared on the Common Stock during the period between any Quarterly Dividend Payment Date and the next
subsequent Quarterly Dividend Pavment Date, a dividend of $1.00 per share (5.01 per one one-hundredth of a share} on
the Series Z Preferred Stock shall nevertheless be pavable, out of funds legally available for such purpose, on such
subsequent Quarterly Dividend Payment Date.

(C) Dividends shall begin to accrue and be cumulative on outstanding shares of Series Z Preferred
Stock from the Quarterly Dividend Pavment Date next preceding the date of issue of such shares of Series Z Preferred
Stock, uniess the date of issue of such shares is prior to the record date for the first Quarterly Dividend Payment Date, in
which case dividends on such shares shall begin to accrue and be cumulative from the date of issue of such shares, or
unless the date of issue is a Quarterly Dividend Payment Date or is a date after the record date for the determination of
holders of shares of Series Z Preferred Stock entitled to receive a quarterly dividend and before such Quarteriy Dividend
Pavment Date, in either of which events such dividends shall begin to accrue and be cumulative from such Quarterly



Dividend Payment Date. Accrued but unpaid dividends shall cumulate but shall not bear interest. Dividends paid on the
shares of Series Z Preferred Stock in an amount less than the total amount of such dividends at the time acerued and
pavable on such shares shall be allocated pro rata on a share-by-share basis among all such shares at the time
outstanding. The Board of Directors may fix a record date for the determination of holders of shares of Series Z Preferred
Stock entitled to recetve payment of a dividend or distribution declared thercon, which record date shall be not more
than 30 days prior to the date fixed for the payment thereof. o

Section 3. Voting Rights. The holders of shares of Series Z Preferred Stock shall have the following
voting rights:

(A) Subject to the provision for adjustment hereinafter set forth, each share of Series Z Preferred Stock
shall entitle the hoider thereof to 100 votes (and each one one-hundredth of a share of Series Z Preferred Stock shall
entitle the holder thereof to one vote) on all matters submitted to a vote of the shareholders uf the Corporation. In the
event the Corporation shall at anv time after the Rights Declaration Date declare or pay any dividend on Common Stock
payable in shares of Common Stock, or effect a subdivision or combination or consolidation of the outstanding shares of
Common Stock (by reclassification or otherwise) into a greater or lesser number of shares of Common Stock, then in each
such case the number of votes per share to which holders of shares of Series Z Preferred Stock were entitled immediately
prior to such event shall be adjusted by multiplying such number by a fraction, the numerator of which is the number of
shares of Common Stock outstanding immediately after such event and the denominator of which is the number of
shares of Common Stock that were outstanding immediately prior to such event.

(B) Except as otherwise provided in the Articles of Incorporation or in this amendment thereof or by
law, the holders of shares of Series Z Preferred Stock and the holders of shares of Common Stock shall vote together as
one class on all matters submitted to a vote of the shareholders of the Corporation.

(C) Except as otherwise provided in the Articles of Incorporation or in this amendment thereof or by
law, holders of Series Z Preferred Stock shall have no special voting rights and their consent shall not be required for
taking any corporate action.

Section 4. Certain Restrictions.

(A) Whenever quarterly dividends or other dividends or distributions payable on the Series Z
Preferred Stock as provided in Section 2 are in arrears, thereafter and until all accrued and unpaid dividends and
distributions, whether or not declared, on shares of Series Z Preferred Stock outstanding shall have been paid in full, the
Corporation shail not:

(i) declare or pay dividends on, make any other distributions on any shares of stock ranking
junior (either as to dividends or upon liquidation, dissolution or winding up) to the Series Z Preferred
Stock;

(ii) declare or pay dividends on or make any other distributions on any shares of stock
ranking on a parity (either as to dividends or upon liquidation, dissolution or winding up) with the
Series Z Preferred Stock, except dividends paid ratably on the Series Z Preferred Stock and all such
parity stock on which dividends are payable or in arrears in proportion to the total amounts to which
the holders of all such shares are then entitled;

(iii) redeem or purchase or otherwise acquire for consideration shares of any stock ranking
junior (either as to dividends or upon liquidation, dissolution or winding up) with the Series Z
Preferred Stock, provided that the Corporation may at any time redeem, purchase or otherwise acquire
shares of any such junior stock in exchange for shares of any stock of the Corporation ranking junior
(either as to dividends or upon dissolution, liquidation or winding up} to the Series Z Preferred Stock;

or

(iv) purchase or otherwise acquire for consideration any shares of Series Z Preferred Stock, or
any share of stock ranking on a parity with the Serles Z Preferred Stock, except in accordance with a
purchase offer made in writing or by publication (as determined by the Board of Directors) to all
holders of such shares upon such terms as the Board of Directors, after consideration of the respective
annual dividend rates and other relative rights and preferences of the respective series and classes,
shall determine in good faith will result in fair and equitable treatment among the respective series or

'classes.
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(B} The Corporation shail not permit any subsidiary of the Corporation to purchase or otherwise
acquire for consideration any shares of stock of the Corporation unless the Corporation could, under Section 4(A),
purchase vr otherwise acquire such shares at such time and in such manner. '

Section 5. Reacquired Shares. Any shares of Series Z Preferred Stock purchased or otherwise acquired
by the Cuorporation in any manner whatsoever shall be retired and canceled promptly after the acquisition thereof. The -
Corporation shall take all such action as is necessary so that all such shares shall after their cancellation become
authorized but unissued shares of Preferred Stock, without designation as to series, and may be reissued as part of a new
series of Preferred Stock to be created by Articles of Amendment adopted by the Board of Directors without shareholder
action, subject to the conditions and restrictions on issuance set forth herein.

Section 6. Liguidation, Dissolution or Winding Up. Upon any liquidation, dissolution or winding up
of the Corporation, no distribution shall be made (A) to the holders of shares of stock ranking junior (either as to
dividends or upon liquidation, dissolution or winding up) to the Series Z Preferred Stock, unless, prior thereto, the
holders of shares of Series Z Preferred Stock shall have received the higher of (i) $1.00 per share (5.01 per one one-
hundredth of a share), plus an amount equal to accrued and unpaid dividends and distributions thereon, whether or not
declared, to the date of such payment, or (ii) an aggregate amount per share, subject to the provision for adjustment
hereinafter set forth, equal to 100 times the aggregate amount to be distributed per share to holders of Common Stock;
nor shall any distribution be made (B) to the holders of stock ranking on a parity (either as to dividends or upon
liquidation, dissolution or winding up) with the Series Z Preferred Stock, except distributions made ratably on the
Series Z Preferred Stock and all other such parity stock in proportion to the total amounts to which the holders of all such
shares are entitled upon such liquidation, dissolution or winding up. In the event the Corporation shall at any time after
the Rights Declaration Date declare or pay any dividend on Common Stock pavable in shares of Common Stock, or effect
a subdivision or combination or consolidation of the outstanding shares of Common Stock (by reclassification or
otherwise) into a greater or lesser number of shares of Common Stock, then in each such case the aggregate amount to.
which holders of shares of Series Z Preferred Stock are entitled under clause (A)(ii) of the preceding sentence shall be
adjusted by multiplying such amount by a fraction the numerator of which is the number of shares of Common Stock
outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that
were outstanding immediately prior to such event.

Section 7. Consolidation, Merger, etc. In case the Corporation shall enter into any consolidation,
merger, combination or other transaction in which the shares of Cornmon Stock are exchanged for or changed into other
stock or securities, cash and/or any other property, or otherwise changed, then in any such case the shares of Series Z
Preferred Stock shall at the same time be similarly exchanged or changed in an amount per share (subject to the provision
for adjustment hereinafter set forth) equal to 100 times the aggregate amount of stock, securities, cash and/or any other
property (payable in kind), as the case may be, into which or for which each share of Common Stock is changed or
exchanged. In the event the Corporation shall at any time after the Rights Declaration Date declare or pay any dividend
on Common Stock payable in shares of Common Stock, or effect a subdivision or combination or consolidation of the
outstanding shares of Common Stock (by reclassification or otherwise) into a greater or lesser number of shares of
Common Stock, then in each such case the amount set forth in the preceding sentence with respect to the exchange or
change of shares of Series Z Preferred Stock shall be adjusted by multiplying such amount by a fraction the numerator of
which is the number of shares of Common Stock outstanding immediately after such event and the denominator of
which is the number of shares of Common Stock that were outstanding immediately prior to such event.

Section 8. No Redemption. The shares of Series Z Preferred Stock shall not be redeemable.
Notwithstanding the foregoing, the Corporation may acquire shares of Series Z Preferred Stock in any other manner
permitted by law, the Articles of Incorporation or this amendment thereof.

Section 9. Rank. Unless otherwise provided in the Articles of [ncorporation or an amendment thereof
relating to a subsequent series of Preferred Stock of the Corporation, the Series Z Preferred Stock shall rank junior to all
other series of the Corporation’s Preferred Stock, including, without limitation, the Corporation’s 55¢ Preferred Stock and
7.85% Preferred Stock referred to in Article V of the Articles of Incorporation, as to the pavment of dividends and the
distribution of assets on liquidation, dissolution or winding up, and senior to the Common Stock of the Corporation.

Section 10. Amendment. The Articles of Incorporation shall not be amended in any manner which
would materiallv alter or change the powers, preferences or special rights of the Series Z Preferted Stock so as to affect
them adverselv without the affirmative vote of the holders of at least a majority of the outstanding shares of Series Z
Preferred Stock, voting separately as a class.

Section 11. Fractional Shares. Series Z Preferred Stock mayv be issued in one-hundredths of a share or
other fractions of a share which shall entitle the holder, in proportion to such holder’s fractional shares, to exercise voting
rights, receive dividends, participate in distributions and to have the benefit of all other rights of holders of Series Z
Preferred Stock.
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I, Larry C. Rosok , Secretary of Cascade Natural Gas Corporation, a
corporation organized and existing under the laws of the State of W ashington
(the " Corporation"), hereby certify that the attached is a full, true and correct
copy of the Bylaws of the Corporation, duly and regularly adopted in all respects
as required by law and the Bylaws of the Corporation on July 28, 2004 and
amended on September 29, 2004, where a quorum of the Board of Directors of
the Corporation was present and the requisite number voted in favor of said
resolutions adopting and amending the Bylaws.

IN WITNESS WHEREOF, I have hereunto set my hand as Secretary of
the Corporation, and affixed the corporate seal of the Corporation, on October 7,
2004.

SECRETARY OF CASCADE NATURAL GAS
CORPORATION

By: /ﬂf’;f U

Name Lam/ C Rosok
Vice President, Human Resources
& Corporate Secretary

(Affix Corporate Seal Here)



Restated Bylaws
of
Cascade Natural Gas Corporation

September 28, 2004

ARTICLE I — OFFICES
Sec. 1. The principal office shall be in the City of Seattle, County of King, State of Washington.

Sec. 2. The corporation may also have offices at such other places as the board of directors may from time
to time appoint or the business of the corporation may require.

ARTICLE IT — SEAL

Sec. 1. The corporation seal shall have inscribed thereon the name of the corporation, the year of its
organization and the words, “Corporate Seal, Washington.” Said seal may be used by causing it or a
facsimile thereof to be impressed or affixed or reproduced or otherwise.

ARTICLE III — SHAREHOLDERS’ MEETINGS

Sec. 1. Meetings of the shareholders may be held within or without the State of Washington. The annual
meeting of shareholders shall be held at a place and time on a day designated by the board of directors not
less than sixty days nor more than one hundred eighty days after October 1 of each year, when they shall
elect by a plurality vote, by ballot, a board of directors, and transact such other business as may properly be
brought before the meeting. In the election of directors, every shareholder of record shall have the right to
multiply the number of votes to which he or she may be entitled by the number of directors to be elected,
and he or she may cast all such votes for one candidate or distribute them among any two or more
candidates.

Sec. 2. The holders of a majority of the stock issued and outstanding and entitled to vote thereat, present
in person, or represented by proxy, shall be requisite to, and shall constitute, a quorum at all meetings of the
shareholders for the transaction of business, except as otherwise provided by law, by the Articles of
Incorporation or by these bylaws. If, however, such majority shall not be present or represented at any
meeting of the shareholders, the shareholders entitled to vote thereat, present in person or by proxy, shall
have power to adjourn the meeting from time to time, without notice other than announcement at the
meeting, until the requisite amount of voting stock shall be present, except that any meeting at which
directors are to be elected shall be adjourned only from day to day until such directors have been elected.
At such adjourned meeting at which the requisite amount of voting stock shall be represented, any business
may be transacted which might have been transacted at the meeting as originally notified.

Sec. 3. The shareholders present at a duly organized meeting can continue to do business until
adjournment, notwithstanding the withdrawal of enough shareholders to leave less than a quorum.

Sec. 4. At each meeting of the shareholders every shareholder having the right to vote shall be entitled to
vote in person or by proxy. A shareholder or the shareholder’s agent or attorney-in-fact may appoint a
proxy to vote or otherwise act for the shareholder by (i) executing a writing authorizing another person or
persons to act for the shareholder as a proxy, or (ii) authorizing another person or persons to act for the



shareholder by transmitting or authorizing the transmission of an electronic transmission to the person who
will be the holder of the proxy or to such person’s agent. Appointments shall comply with and be governed
by the provisions o f the W ashington Business C orporation Act. T he appointment shall bear a date not
more than eleven months prior to said meeting, unless said appointment provides for a longer period, not
exceeding three years (unless said proxy is coupled with an interest). The revocation of a proxy shall not
be effective until notice thereof has been given to the secretary. Each shareholder shall have one vote for
each share of capital stock registered in his or her name on the books of the corporation. The vote for
directors, and, upon the demand of any shareholder, the vote upon any question before the meeting, shall be
by ballot. All elections shall be had and all questions decided by a plurality vote except where a greater
vote is required by law, the Articles of Incorporation, or these bylaws.

Sec. 5. A complete list of the shareholders entitled to vote at the ensuing election, arranged in alphabetical
order, with the residence of each, and the number of voting shares held by each, shall be prepared by the
secretary and filed in the registered office of the corporation, at least ten days before every election, and
shall at all times during the usual hours for business, and during the whole time of said election, be open to
the examination of any shareholder.

Sec. 6. Special meetings of the shareholders, for any purpose or purposes, unless otherwise prescribed by
statute, may be called at any time by the chairman of the board, president, secretary or board of directors. If
more than eighteen months are allowed to elapse without the annual shareholders’ meeting being held, any
shareholder may call such meeting to be held at the registered office of the corporation. At any time, upon
written request of any director, or of any shareholder or shareholders holding in the aggregate one-tenth of
the voting power of all shareholders, it shall be the duty of the secretary to call a special meeting of
shareholders to be held at the registered office at such time as the secretary may fix, not less than ten nor
more than thirty-five days after the receipt of said request, and if the secretary shall neglect or refuse to
issue such call, the director or shareholder or shareholders making the request may do so. Such request
shall state the purpose or purposes of the proposed meeting.

Sec. 7. (a) Written notice stating the place, day and hour of the meeting and, in case of a special
meeting, the purpose or purposes for which the meeting is called, shall be delivered not less than ten (or in
the case of an amendment to the Articles of Incorporation, a plan of merger or share exchange, a proposed
sale, lease exchange, or other disposition of all or substantially all of the assets of the corporation other than
in the usual or regular course of business, or the dissolution of the corporation, twenty) nor more than sixty
days before the date of the meeting, either personally or by mail, by or at the direction of the chairman, the
president, the secretary, or the officer or persons calling the meeting, to each shareholder of record entitled
to vote at such meeting. If mailed, such notice shall be deemed to be delivered when deposited in the
United States mail addressed to the shareholder at his or her address as it appears on the stock transfer
books of the corporation, with postage thereon prepaid.

(b) A shareholder may waive any notice required by law or these bylaws before or after the
date and time of the meeting that is the subject of the notice, and such waiver shall be equivalent to giving
such notice. Waiver of notice of a meeting of shareholders shall be effective upon receipt of a written
waiver by the corporation.

Sec. 8. Nominations for the election of directors may be made by the board of directors, the governance,
nominating and compensation committee of the board of directors, or by any shareholder entitled to vote in
the election of directors. However, any shareholder entitled to vote in the election of directors may
nominate one or more persons for election as directors at a meeting only if written notice of the
shareholder’s intent to make the nomination or nominations has been given, either by personal delivery or
by United States mail, postage prepaid, to the secretary of the corporation not later than (i) with respect to
an election to be held at an annual meeting of shareholders, on the date established for nominations in the
proxy statement of the corporation, or if no such date is established one hundred twenty days in advance of
such meeting, and (ii) with respect to an election to be held at a special meeting of shareholders for the



election of directors, the close of business on the seventh day following the date on which notice of such
meeting is first mailed to the shareholders of the corporation. Each such notice shall set forth: (a) the name
and address of the shareholder who intends to make the nomination and of the person or persons to be
nominated; (b) a representation that the shareholder is a holder of record of stock of the corporation entitled
to vote at such meeting and intends to appear in person or by proxy at the meeting to nominate the person
or persons specified in the notice; (c) a description of all arrangements or understandings between the
shareholder and each nominee and any other person or persons (naming such person or persons) pursuant to
which the nomination or nominations are to be made by the shareholders; (d) such other information
regarding each nominee proposed by such shareholder as would have been required to be included in a
proxy statement filed pursuant to the proxy rules of the Securities and Exchange Commission had the
nominee been nominated, or intended to be nominated, by the board of directors or the governance,
nominating and compensation committee of the board of directors; and (e) the written consent of each
nominee to serve as a director of the corporation if so elected. The chairman of the meeting may refuse to
acknowledge the nomination of any person not made in compliance with the foregoing procedure.

Sec. 9. Tabulation of votes for election of directors shall be conducted by an inspector or judge, who may
or may not be a stockholder, appointed by the presiding officer of the meeting. The inspector or judge shall
certify to the returns in writing. No person who is a candidate for the office of director shall be an inspector
or judge.

ARTICLE IV — DIRECTORS

Sec. 1. The property and business of this corporation shall be managed by its board of directors, nine in
number, but the number of directors may be decreased to any number not less than three at any annual
meeting of the shareholders, or at any special meeting of the shareholders called for that purpose, or by a
two-thirds vote of the then directors of the corporation at any regular meeting of such directors, or at any
special meeting of said directors called for that purpose; provided that no decrease shall shorten the term of
any director then in office..

Sec. 2. The number of directors of the corporation may likewise be increased in the same manner as they
may be decreased, from three to not more than eleven directors.

Sec. 3. The directors shall be elected at the annual meeting of the shareholders, and each director shall be
elected to serve until his or her successor shall be elected and shall qualify.

Sec. 4. The entire board of directors or any individual director may, at any special meeting of the
shareholders called for that purpose in the manner provided by Section 6 of Article III hereof, be removed
from office by a vote of shareholders entitled to a vote at an election of directors. In case the board or any
one or more directors be so removed, new directors may be elected at the same meeting. If less than the
entire Board is removed, no individual director shall be removed in case the votes of a sufficient number of
shares are cast against the resolution for his or her removal which, if cumulatively voted at an election of
the whole board, would be sufficient to elect one or more directors.

Sec. 5. In addition to the powers and authorities by these bylaws expressly conferred upon them, the
board may exercise all such powers of the corporation and do all such lawful acts and things as are not by
statute or by the Articles of Incorporation or by these bylaws directed or required to be exercised or done
by the shareholders.

Sec. 6. In addition to reimbursement for reasonable expenses incurred in attending meetings or otherwise
in connection with attention to the affairs of the corporation and in addition to remuneration as a member of
any committee of the board of directors, each director as such shall be entitled to receive such remuneration
as may be fixed from time to time by the board of directors.



Sec.7. (a) The board of directors shall meet at a time and place, as fixed by resolution of the board
of directors, on the same date as the annual meeting of shareholders of the corporation for the purpose of
organization or otherwise, and no notice of such meeting shall be necessary in order legally to constitute a
meeting if it is held at such time, provided that a majority of the whole board shall be present.

(b) Regular meetings of the board of directors may be held at such place, whether in this
state or elsewhere, as a majority of the directors may from time to time appoint.

(c) Regular meetings of the board of directors may be held without notice of the date, time,
place, or purpose of the meetings. Special meetings of the board of directors must be preceded by at least
two days' notice of the date, time, and place of the meeting.

(d) A director may waive any notice required by law or these bylaws before or after the date
and time of the meeting that is the subject of the notice, and such waiver shall be equivalent to giving such
notice. Waiver of notice shall be effective upon receipt of a written waiver by the corporation.

Sec. 8. If the office of any director becomes vacant by reason of death, resignation, retirement,
disqualification, removal from office or otherwise, a majority of all of the remaining directors, though less
than a quorum, shall elect a successor or successors, who shall hold office for the unexpired term of his or
her predecessor in office and until his or her successor is elected by the shareholders who may make such
election at the next annual meeting of the shareholders, or at any special meeting called for that purpose
and held prior thereto.

ARTICLE V — OFFICERS

Sec. 1. The officers of the corporation shall be chosen by the board of directors, and shall be a
chairman of the board, a vice chairman of the board, a president, a chief operating officer, a chief
financial officer, one or more vice presidents, a secretary, a controller, and, if appointed, a
treasurer, one or more assistant secretaries, assistant controllers, and assistant treasurers, such
assistants to have such powers and duties of the secretary and treasurer, respectively, as shall from
time to time be assigned to them by the board of directors. The same person may hold more than
one office.

Sec. 2. The board of directors, at its first meeting after each annual meeting of shareholders, shall
choose a chairman and vice chairman of the board from their own number, and a president, a chief
operating officer, a chief financial officer, and one or more vice presidents, a secretary and a
controller, who need not be members of the board.

Sec. 3. The board may appoint such other officers, vice presidents, assistant secretaries, assistant
treasurers, managers and agents as shall be deemed necessary by it, who shall hold their offices for such
terms and shall exercise such powers and perform such duties as shall be determined from time to time by
the board.

Sec. 4. The board of directors shall by resolution fix the salaries and the manner and time of payment
thereof of all of the officers of this corporation.

Sec. 5. Any officer, manager or agent elected or appointed by the board of directors may be removed at
any time by the affirmative vote of a majority of the whole board of directors, whenever in their judgment



the best interest of the corporation will be served thereby, such removal, however, to be without prejudice
to the contract rights, if any, of the person so removed.

Sec. 6. If any office becomes vacant for any reason, the vacancy may be filled by the board of directors.

Sec. 7. The chairman of the board shall, if present, preside at all meetings of directors (including
executive sessions of the board of directors), and shall assure that the oversight responsibilities of the board
of directors are effectively carried out. The chairman of the board may designate another director or officer
of the corporation to conduct meetings of directors, in his or her discretion.

Sec. 8. The president shall be the chief executive officer of the corporation; he or she shall preside at all
meetings of the shareholders, and shall have general and active management of the business of the
corporation, under the direction of the board of directors, and shall see that all orders and resolutions of the
board are carried into effect.

Sec. 9. The chief operating officer, chief financial officer and controller shall have such duties as may be
determined from time to time by the board of directors.

Sec. 10. (a) The secretary shall, personally or with the assistance of others, prepare and keep minutes of
meetings of the board of directors and shareholders, authenticate all records of the corporation, attest all
certificates of stock in the name of the corporation, and keep a record of the issuance of certificates of stock
and stock transfers. The secretary shall give, or cause to be given, notice of all meetings of the sharcholders
and of the board of directors, and shall perform such other duties as may be prescribed by the board of
directors. The secretary shall keep in safe custody the seal of the corporation, and affix the same to any
instrument requiring it.

(b) The assistant secretaries, if any, shall, in the absence or disability of the secretary,
perform the duties and e xercise the p owers o f the secretary, and shall perform such other duties as the
board of directors shall prescribe.

Sec. 11. In case of the absence of any officer of the corporation, or for any reason that the board may deem
sufficient, the board of directors may delegate, for the time being, the powers or duties, or any of them, of
such officer to any other officer, or to any director.

ARTICLE VI — CONSIDERATION FOR STOCK

Sec. 1. (a) Without the consent of any holder of any share of the capital stock of this corporation, the
shares of stock of this corporation may be issued by it from time to time in such number or amount of
shares of said stock, and for such consideration in labor or services actually performed for the corporation,
money or property, as from time to time may be fixed and determined by the board of directors of this
corporation at any annual meeting or any special meeting called for said purpose, and the right, power and
authority of said board of directors from time to time so to authorize and order the issuance by this
corporation of the said shares of said stock, in such number or amount of shares, and for such consideration
in labor or services actually performed for the corporation, money or property, as from time to time said
board may fix and determine, is hereby absolutely reserved to said board of directors.

(b) Payment or delivery to, or receipt by this corporation of such consideration as may be so
fixed and determined by its board of directors for the issuance of any share or shares of its said stock, as
hereinbefore in this Section provided, shall operate and be construed, deemed and held to constitute such
share or shares fully paid and non-assessable stock of the corporation.



ARTICLE VII — CERTIFICATES OF STOCK

Sec. 1. The certificates for shares of the common stock and each series of preferred stock of the
Corporation shall be separately numbered and shall be entered in the books of the corporation as they are
issued. They shall exhibit the holder’s name and number of shares and shall be signed by the president or a
vice president and the secretary or an assistant secretary (if any). Where, however, such certificates are
countersigned by a transfer agent and registered by a registrar, at least one of which shall be other than the
corporation itself or an employee thereof, the signatures of such officers may be facsimile.

Sec. 2. Shares of stock to be transferred may be transferred by endorsement of the certificate and its
surrender to the secretary for cancellation, whereupon the new certificate shall issue to the transferee.

ARTICLE VIII — FIXING RECORD DATE

Sec. 1. For the purpose of determining shareholders entitled to notice of or to vote at any meeting of
shareholders or any adjournment thereof, or entitled to receive payment of any distribution, the board of
directors may fix in advance a date as the record date for any such determination of shareholders, such date
in any case to be not more than seventy days and, in case of a meeting of shareholders, not less than ten (or
in case of an amendment to the Articles of Incorporation, a plan of merger or share exchange, a proposed
sale, lease, exchange, or other disposition of all or substantially all of the assets of the corporation other
than in the usual or regular course of business, or the dissolution of the corporation, twenty) days prior to
the date on which the particular action, requiring such determination of shareholders, is to be taken.

Sec. 2. If no record date is fixed for the determination of shareholders entitled to notice of or to vote at a
meeting of sharcholders, or shareholders entitled to receive payment of a distribution, the date on which the
resolution of the board of directors declaring such distribution is adopted or the close of business on the day
before the date on which notice of the meeting is mailed, as the case may be, shall be the record date for
such determination of shareholders. When a determination of shareholders entitled to vote at any meeting
of shareholders has been made as provided in this Article, such determination shall apply to any
adjournment thereof.

ARTICLE IX — REGISTERED SHAREHOLDERS

Sec. 1. The corporation shall be entitled to treat the holder of record of any share or shares of stock as the
holder in fact thereof and accordingly shall not be bound to recognize any equitable or other claim to or
interest in such share on the part of any other person, whether or not it shall have express or other notice
thereof, save as expressly provided by the laws of Washington.

ARTICLE X — LOST CERTIFICATES

Sec. 1. Any person claiming a certificate of stock to be lost or destroyed, shall make an affidavit or
affirmation of that fact and advertise the same in such manner as the board of directors may require, and the
board of directors may, in its discretion, require the owner of the lost or destroyed certificate, or his or her
legal representative, to give the corporation a bond, in such sum as they may direct, not exceeding double
the value of the stock, to indemnify the corporation against any claim that may be made against it on
account of the alleged loss of any such certificate. A new certificate of the same tenor and for the same
number of shares as the one alleged to be lost or destroyed may be issued without requiring any bond,
when, in the judgment of the directors, it is proper to do so.



ARTICLE XI — CORPORATE BOOKS AND RECORDS; INSPECTION

Sec. 1. The corporation shall keep a copy of the following records at its principal office: (a) the Articles
of Incorporation or Restated Articles of Incorporation and all amendments to them currently in effect;
(b) the bylaws or restated bylaws, and all amendments to them currently in effect; (c) the minutes of all
shareholders” meetings, and records of all actions taken by shareholders without a meeting, for the past
three years; (d) its financial statements for the past three years, including balance sheets showing in
reasonable detail the financial condition of the corporation as of the close of each fiscal year, and an
income statement showing the results of its operations during each fiscal year; (e) all written
communications to shareholders generally within the past three years; (f) a list of the names and business
addresses of its current directors and officers; (g) its most recent annual report delivered to the Secretary of
State, and (h) such other records as may be required under Washington law.

Sec. 2. Any shareholder of the corporation may inspect and copy, during regular business hours at the
corporation’s principal office, any of the records of the corporation specified in Sec. 1 (a) through (g) of
this Article, provided the shareholder gives the corporation written notice of the shareholder’s demand at
least five business days before the date on which the shareholder wishes to inspect and copy such records.

Sec. 3. A shareholder of the corporation is entitled to inspect and copy, during regular business hours at a
reasonable location specified by the corporation, any of the following records of the corporation provided
the shareholder gives the corporation written notice of the shareholder’s demand at least five business days
before the date on which the shareholder wishes to inspect and copy such records and the shareholder’s
demand is made in good faith and for a proper purpose, the sharcholder describes with reasonable
particularity the shareholder’s purpose and the records the shareholder desires to inspect, and the records
are directly connected with the shareholder’s purpose: (a) e xcerpts from minutes o f any meeting o fthe
board of directors, records of any action of a committee of the board of directors while exercising the
authority of the board of directors, minutes of any meeting of the shareholders (other than those subject to
inspection under Section 1 of this Article XI), and records of action taken by the shareholders or the board
of directors without a meeting; (b) accounting records of the corporation; and (c) the record of
shareholders.

ARTICLE XII — FISCAL YEAR
Sec. 1. The fiscal year shall begin the first day of October in each year.
ARTICLE XIII — DISTRIBUTIONS

Sec. 1. Distributions upon the capital stock of the corporation, subject to the provisions of the Articles of
Incorporation, may be declared by the board of directors, in its discretion, at any regular or special meeting,
to the extent permitted by applicable law (including without limitation RCW 23B.06.400 and any
amendments thereto). Distributions may be paid in cash, in property, or in shares of the capital stock.

ARTICLE XIV — REPRESENTATION OF SHARES OF OTHER CORPORATIONS

Sec. 1. The chairman, the president, and the secretary, or any assistant secretary, of the corporation are
authorized to vote, represent and exercise on behalf of the corporation all rights incident to any and all
shares of other corporations standing in the name of the corporation. Said authority may be exercised by
such officers either in person or by proxy or power of attorney duly executed by any of said officers.



ARTICLE XV — INDEMNIFICATION OF DIRECTORS AND OFFICERS

Sec. 1. Each person who was or is made a party or is threatened to be made a party to or is involved
(including, without limitation, as a witness) in any actual or threatened action, suit or proceeding, whether
civil, criminal, administrative or investigative, formal or informal, by reason of the fact that he or she is or
was a director or officer of the corporation or, being or having been such a director or officer, he or she is
or was serving at the request of the corporation as a director, officer, employee or agent of another
corporation or of a partnership, joint venture, trust or other enterprise, including service with respect to
employee benefit plans, whether the basis of such proceeding is alleged action in an official capacity as a
director, officer, employee or agent or in any other capacity while serving as a director, officer, employee
or agent or in any other capacity, shall be indemnified and held harmless by the corporation to the full
extent permitted by applicable law as then in effect, against all expense, liability and loss (including,
without limitation, attorneys” fees, judgments, fines, ERISA excise taxes or penalties and amounts to be
paid in settlement) actually or reasonably incurred or suffered by such person in connection therewith. Such
indemnification shall continue as to a person who has ceased to be a director, officer, employee or agent
and shall inure to the benefit of his or her heirs, executors and administrators; provided, however, that no
indemnification shall be provided under this Article to any such person to the extent that such
indemnification would not be consistent with the Washington Business Corporation Act or other applicable
law as then in effect; provided further, however, that except as provided in Sec. 2 of this Article with
respect to proceedings seeking to enforce rights to indemnification, this corporation shall indemnify any
such p erson s eeking indemnification in c onnection with a proceeding ( or part thereof) initiated by such
person only if such proceeding (or part thereof) was authorized by the Board of Directors of this
corporation. The right to indemnification conferred in this Article shall be a contract right and shall include
the right to be paid by the corporation the expense incurred in defending any such proceeding in advance of
its final disposition; provided, however, that the payment of such expenses in advance of the final
disposition of a proceeding shall be made to or on behalf of a director or officer only upon delivery to the
corporation of an undertaking, by or on behalf of such director or officer, to repay all amounts so advanced
if it shall ultimately be determined that such director or officer is not entitled to be indemnified under this
Article or otherwise.

Sec. 2. If a claim under Sec. 1 of this Article is not paid in full by this corporation within sixty days after
a written claim has been received by this corporation (except in the case of a claim for expenses incurred in
defending a proceeding in advance ofits final disposition, in which case the applicable period shall be
twenty days) the claimant may at any time thereafter bring suit against the corporation to recover the
unpaid amount of the claim and, to the extent successful in whole or in part, the claimant shall be entitled to
be paid also the expense of prosecuting such claim. The claimant shall be presumed to be entitled to
indemnification hereunder upon submission of a written claim (and, in an action brought to enforce a claim
for expenses incurred in defending any proceeding in advance of its final disposition, where the required
undertaking has been tendered to this corporation), and thereafter this corporation shall have the burden of
proof to overcome the presumption that the claimant is not so entitled. It shall be a defense to any such
action (other than an action brought to enforce a claim for expenses incurred in defending any proceeding
in advance of its final disposition where the required undertaking, if any is required, has been tendered to
this corporation) that the claimant has not met the standards of conduct which make it permissible
hereunder or under the Washington Business Corporation Act for this corporation to indemnify the
claimant for the amount claimed, but the burden of proving such defense shall be on this corporation.
Neither the failure of this corporation (including its board of directors, independent legal counsel, or its
shareholders) to have made a determination prior to the commencement of such action that indemnification
of or reimbursement or advancement of expenses to the claimant is proper in the circumstances because he
or she has met the applicable standard of conduct set forth herein or in the Washington Business
Corporation Act nor an actual determination by this corporation (including its board of directors,
independent legal counsel, or its shareholders) that the claimant is not entitled to indemnification or to the
reimbursement or advancement of expenses shall be a defense to the action or create a presumption that the
claimant is not so entitled.



Sec. 3. The right to indemnification and the payment of expenses incurred in defending a proceeding in
advance of its final disposition conferred in this Article shall not be exclusive of any other right which any
person may have or hereafter acquire under any statute, provision of the Articles of Incorporation, bylaws,
agreement, vote of sharcholders or disinterested directors or otherwise.

Sec. 4. The corporation may maintain insurance, at its expense, to protect itself and any director, officer,
employee or agent of the corporation or another corporation, partnership, joint venture, trust or other
enterprise against any expense, liability or loss, whether or not the corporation would have the power to
indemnify such person against such expense, liability or loss under the Washington Business Corporation
Act. The corporation may enter into contracts with any director or officer of the corporation in furtherance
of the provisions of this Article and may create a trust fund, grant a security interest or use other means
(including, without limitation, a letter of credit) to ensure the payment of such amounts as may be
necessary to effect indemnification as provided in this Article.

Sec. 5. The corporation may, by action of its board of directors from time to time, provide
indemnification and pay expenses in advance of the final disposition of a proceeding to employees and
agents of the corporation with the same scope and effect as the provisions of this Article with respect to the
indemnification and advancement of expenses of directors and officers of the corporation or pursuant to
rights granted pursuant to, or provided by, the Washington Business Corporation Act or otherwise.

ARTICLE XVI — AMENDMENTS

Sec. 1  These bylaws may be altered or amended by the affirmative vote of a majority of the stock issued
and outstanding and entitled to vote thereat, at any regular or special meeting of the shareholders if notice
of the proposed alteration or amendment be contained in the notice of the meeting, or by the affirmative
vote of a majority of the board of directors, subject to the power of the shareholders to change or repeal
such bylaws.

ARTICLE XVII — MISCELLANEOUS STATUTORY RESTRICTIONS

Sec 1. The corporation shall have the right to acquire its own shares, and shares so acquired shall
constitute authorized but unissued shares. Any such acquisition shall constitute a distribution by the
corporation and shall be subject to the limitations on distributions imposed by applicable law.

Sec. 2. No loans shall be made by the corporation to its officers or directors unless permitted by and in
compliance with applicable 1aw (including without limitation s ection 4 02 o f the Sarbanes-Oxley Actof
2002 and RCW 23B.08.700 through .08.730).

ARTICLE XVIII — MISCELLANEOUS PROCEDURAL PROVISIONS

Sec. 1. All meetings of shareholders and directors shall be conducted in the manner determined by the
person acting as chairman of the meeting, to the extent not inconsistent with the Articles of Incorporation,
bylaws or special rules of order of the corporation.

ARTICLE XIX — COMMITTEES OF THE BOARD OF DIRECTORS

Sec. 1. The board of directors may, by resolution or resolutions, passed by a majority of the whole board,
designate an executive committee of five directors. Said committee may meet at stated times, or on notice



to all by any of their number. During the intervals between meetings of the board such committee shall
advise with and aid the officers of the corporation in all matters concerning its interests and the
management of its business, and generally perform such other duties and exercise such powers as may be
directed or delegated by the board of directors from time to time. The board may delegate to such
committee authority to exercise all the powers of the board, except such powers as are denied to
committees under RCW 23B.08.250(5) as such statute shall be amended from time to time.

Sec. 2. The board of directors shall designate three or more of their number as an audit committee. All
members of the audit committee shall be “independent,” and at least one member shall be a “financial
expert,” both as defined by applicable regulations of the U.S. Securities and Exchange Commission. The
audit committee shall have such duties as are set forth from time to time in its charter, as adopted by the
board of directors.:

Sec. 3. The board of directors shall designate three or more of their number to serve the corporation as a
governance, nominating and compensation committee. The governance, nominating and compensation
committee shall have such duties as are set forth from time in its charter, as adopted by the board of
directors.:

Sec. 4. The board of directors, by resolution adopted by a majority of the full board of directors, may
designate one or more additional committees of the board of directors which shall have two or more
members and which shall have such duties and exercise such powers as may be directed or delegated by the
board of directors from time to time. Vacancies in the membership of any committee shall be filled by the
board of directors. Each committee shall keep regular minutes of its proceedings and report the same to the
board of directors when required.

ARTICLE XX — DESIGNATED ENGINEER

Sec. 1 The Designated Engineer, named in a resolution adopted by the Board of Directors as being in
responsible charge or an engineer under the Designated Engineer’s direct supervision, has full authority to
and, shall make all engineering decisions pertaining to engineering activities in the State of Washington.

10
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Law QFFIGES OF

MARY ANN WALKER

416 PRINGE STREET
AILEXANDRIA, VA 22314
TeL: 703-549-9048
Fax: 703-549-9047

October 19, 2004

Director of the Office of Natural Gas
Office of Fuels Programs

Fossil Energy

Forrestal Building

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

Re:  Application of Cascade Natural Gas Corp. for Extension of Long
Term Authorization To Import Natural Gas from Canada,
FE Docket No. 92-18-NG

Dear Sirs:

Pursuant to Section 590.202(c) of the Administrative Procedures of the
Department of Energy, 10 C.ER. § 590.202(c), [ am hereby providing my legal opinion
with respect to the corporate power of Cascade Natural Gas Corp. to import Canadian
natural gas.

[ have has examined Cascade’s Articles of Incorporation and its Bylaws. Based
upon the review of these two documents, it is my opinion that Cascade is a duly
organized and validly existing corporation under the laws of the State of Washington.
Furthermore, it is my opinion that Cascade is not precluded by its Articles of
Incorporation or its Bylaws from importing natural gas.

Respectfully submitted,
QA&%F)}OM (0N

Mary Ann Walker
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August 11, 2004 ne%éﬁ

MEXEM MARKETIMG
1700 801 - 7th Ave SW Calgary AB Canada T2P 3P7

Cascade Natural Gas Corporation T403 699.4400 F 403 699.5707 www.nexeninc.com

222 Fairview Avenue North
Seattle, Washington
98109

Attn: Ms. Patricia Grable

Dear Sirs:

Re: Assignment and Novation Agreement dated June 24, 2004 between Engage
Energy Canada, L.P. (the "Assignor"), Nexen Marketing (the "Assignee”) and
Cascade Natural Gas Corporation (the "Third Party")

Pursuant to the letter you received from Duke Energy (“Duke”) dated July 23, 2004 notifying you
of the Closing between Duke and Nexen Marketing on July 22, 2004 to be Effective August 1,

2004, please find attached one (1) fully executed copy of the above-referenced Assignment for
your records.

If you have any further questions or concerns, please contact the undersigned at 699-5724.
Yours truly, '

/)

a3 o
& Sl
7\¢

f'\v'%rﬂmﬁ-
Debbie L. Robinson
Senior Gas Contract Administrator

Encls.
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ASSIGNMENT AND NOVATION AGREEMENT
This Assignment and Novation Agreement dated the 24th day of Tune, 2004.
AMONG:

ENGAGE ENERGY CANADA L.P., a pertnership formed under the l1aws 0 I

Albertz. Canada, by its general partuer, Engage Energy Capada
(the “Assignor")

- and -

NEXEN MARKETING, 2 paripership organized under the laws of Alberta,
Canada

(the "Assignee")
v and -

CASCADE NATURAL GAS CORPORATION
~ (the "Third Party”)

WHEREAS the Assipnor and the Third Party are parties to one or IOrc masicr
agreements and/or general terms and conditions, each as described in Schedule "A® (collectively,
the "Duke Master Agreement”) end to those ges sales transactions entered into pwsuant to the
Duke Master Agrecment, copies of the confimmations evidencing such transactions beng

attached hereto in Schedule "A" (such transactions being bereinafter called the " Assigned
Transactions").

AND WHEREAS the Assignor has agreed to assign and convey unto the Assignee its
mﬁgﬂ,ﬁﬂgmmdmmhandwthcﬁsﬁgnedmnnsbmforcutzimy.wm
not ofherwise assign to the Assignee the Duke Master Agreement jtself, any other trausaction(s)

that may be outstanding pursuant fo the terms of the Duke Master Agreement or any of its rights,
title, estate or interest therein.

AND WHERFEAS the completion of the transaction pursuant to which the Assignor will
assign and convey its entire, Tight, title estate and interest in the Assigned Transactions to the
Assignee (the "Closing™) is conditional upon the safisfaction of certain conditions precedent,
which conditions precedent include obtaining the prior consent of a significant mumber of third

parties (including the Third Party) to the essignment of certsin transactions (inclading the
Assigned Transactions).

AND WHEREAS thé Third Party is willing to consent to the assipnment and

comveyance of the Assigned Transactions by the Assignor to the Assignee, and to resognize and

accept the Assignee as a party to the Assi@edTransacﬁnnsinlhcplaceandstezdoffnc
Assignor provided that the Closing ocours not later that 90 days following the date hercof.
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AND WHEREAS the Assignes and the Third Party have agreed that the Assigned
Transactions shiall be and be deemed 1o be severed from the Duke Master Agreement and made
subject to and form part of Master Sales and Purchase Agrecment dated June 24, 2004 between
the Assignee and the Third Party (the "Nexen Master Agreement”).

NOW THEREFORE, for good and valusble consideration (receipt and sufficiency of
which are hereby acknowledged), and provided that the Closing occurs not Jater than 90 days
following the date hereof, the parties hereto mutually covensnt and agres as follows:

1. Assienment. The Assignor bereby assigns, wansiers, end conveys unto the Assigmes:
(i) effective as and from the commencement of the first day of the calendar month following the
valendar month in which the Assignorhasgivmtnthe'rhﬁ'd?aﬁywﬁttmnoﬁceofthe
owmmoenfthcﬂoshg,pmﬁ&edthz:suchmﬁwisrmivdbyﬁicﬁﬁrdm on a day not
1am'ﬂ:a:16dayswinrtoﬂmmdufacalendarmmuer(ii)ifmtimofthemoshgisrwa‘md
by the Third Party on 2 day which is]ess than 6 days prior tothe end of a ¢rlendar month,
effective 2s aad fom the commencement of the frst Day of the sceond celendar menth after the
Third Party receives notice of the ocourrence of the Closing (in either case, the "Effective Tome"),
ﬁse:nﬁ.mrig]:'t.ﬁﬁz.csmhmdinmminmdm&eAsﬁmeﬂTmmcﬁons.forthcAssi@ws
sole use and beaefit absolutely, subject nevertheless w the terms end conditions of the Assigned
Traasactions.

2. Acceptance by Assiznee. The Assignes hereby accepts fhe aforeseid assignment to it effective
as of and from fhe Effective Time, and covepants end agrees with e Assignor and the Third
Partyﬂ:ai&nmmdaﬂertthﬁ‘ecﬁveThmitwﬂlhcbamdhy.ubszrvemdpufommyum
and fulf] all covenants and agreements required to be observed and performed by the Assignor
umder the termos of the Assigned Transactions arising from and after the Effective Time.

3. Acceptance by Third Party. Effective 28 of and fiom the Effective Time, the Third Party
mmmmmawmmmmcmmmmmm&zm
mdumdiﬁmof&eAsﬁgwdlbnsaeﬁmsmdthetmmdmdiﬁmsoftheNmmMas&r
Agreerment, and the Third Party agrees that it shall not make any claim against fhe Assgaes
(including vy way of set-off or termination of the Assigned Trsneactions) as 2 conscquence of or
relating to G) emy defanlt, breach or non-performance attritntzble to the Assigoor wder the
AssignedTmcﬁomﬂmDuanastcrAgmmmtmmyuthwmsacﬁmmdhm
pursuant to the Duke Master Agreement which default, reach or non-perfonmance erises or has
arisen prior to the Effective Time, and (i) the observance and pesformencs of the covenants,
mmﬁonsmdagmmm&wﬁcmmmcﬁm&eDmmmw

mmmmdmmmmmmw@mmmaﬁwﬁw
Time.

4. o Know 2 ch or Non-Pexformance. Each of the Assignor and the Third Party
ra;nmtmdmmttomhuﬂ:u'mdmthcﬁ.ﬁ&‘ignesﬂmt.‘ebﬁmb&&tnfitsknoﬂedge,tbmis
no event, occurrence or circumstance pursuant to which it wonld bave a claim for damages
aghmt&%d?ﬂm@m,m@pﬁmbh,mgﬁgmmmmofﬂwAssigned
Transactions pursuant to the terms and conditions of the Assigned Transactions or the Duks
I\.‘InstczAgrmcm,ineachcasein:mpectufthspaﬁndpriormﬁmEﬁ‘mﬁwTﬁnc.

5.  Eelemse
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()  Effective as of and fom the Réfective Time, the Third Party hereby relcases apd forever
discharges the Assignor and any party graranteeing its obligations, if applicable, of and
from ey and al lability as a consequence of orrelating to &ll mauner ofacton and
actions, canse or causes of action, suits, debts, dues, sums of money, claims wmd
whatsoever 2t law orin equity arising out of, or which gre in eny way related to the
Assigned Transactions after the Bffective Time; provided that, for certzmty, ﬁc
foregoing shall not yelease or discharge the Assignor or aumy party guaranteeing its
obligations, if applicable, in respect of the setflement, payment or performanes of aqy
lzbilities or obligations arising or accruing prior to the Bffective Time but which bave
not been settled, paid or performed es of the Effective T,

()  Effective s of and from tc Effective Time, the Assignor hereby releases and forever
Mgﬁﬁeﬁdh@mﬁmpmgummubﬁgﬁm,ﬁappﬁmbh,nf
andﬁamum;znddlﬁabﬂiﬁ'asamnmqumceoforrdaﬁngtoallmmcrofanﬁmand
actions, cause or causes of action, suits, debts, dues, sums of money, claims and demamds
whatsoever at law or in equity, arisingoutofnrwhichartinanywaymlmdtu.ﬁne
Assigned Transaotions after the Effective Time; jded that, for certainty, the
foregoing shall not release or discharge the Third Perty or any party guaranfesing its
obligations, if applicable, I respect of the sctflement, payment or performeznce of sy
Tizhilities ar obligations erising or acoruing prior to the Effective Time but wiich bave
uotbcens:&led,pﬁdnrpu{omedasoffheﬂﬂbcﬁmﬁmc.

6. Further Assnrances. mm@armwﬁsﬁmmmmmmﬁmm
hnmﬂer,mtcsuzhﬁr&mrasammsmddnallsuchactsmdﬂﬁngsasmaybemnably

required for the purpose of vesting in the Assignee the rights of the Assignor in the Assigned
Transactions.

T Confirmation Under Nexen Master A ent, Tomediately upon the Effective Time, the
Mdmmwwrmammmewdmm;ﬁraﬂmmm,
mmdmdemdmbekuhjectm,formpaﬂuﬂandmﬁrmedpmumtmthcmmsmd
conditions of fhe Nexen Master Agreement on fhe seme basis es if the confimations for such
AﬁipdTmmﬁmsbmmsﬁsﬁgnmmdmcm&Pmymdnmemm
Agmmanthad.witheﬁ‘mfmmandaﬂu' &eEﬁ'ect‘mTim:,‘ucmcmemdintubetwmth:
Assipnee and the Third Party imder the Nexen Master Apreement.

& No_Assignment of Master Aevcement. Tthssignorandﬂ:cThi:ﬂPa:tymnﬁmandagrm that
nd:hnﬁsbuhMﬁawmtmmﬁghgﬁﬂqemwmw (other than the
Assigned Transactions) are assigned to the A ssignee and such Duke Master A greement, other
fan the Assigned Trenssotions, reriains in full foree end cffect between the Assignar and the
Third Party, unaffected by this Assigoment. F

9. Address Tor Notices.

The address for the Assignee for notices under the Assipned Transactions shall be:

Nexen Marketing

1700, 801 — 7™ Avenus S.W.

Calgary, AB T2P 3P7

Attention: Contracts Administrator
Telephone: 403. 699.4088 or 403.699.5724
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Facsimile: 403.699,.5707

10.  Enurement. This Assignment shall enure 10 the benefit of and be binding upon the parties hereto
and their respective successers and assigns.

11.  Connferpart Execntion. This Assignment mey be executed in separate counterparts and

detivered by fecsimile, sach of which when so executed and delivered shall constitute the one and
the sams origingl document.
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12.  Govergpipg Law. This Assignment will be governed by and construed in accordance with the
Jaws of the Province of Afberta, Canada, without giving cfectto principles of conflicts of Taws.

THIS ASSIGNMENT executed cffective 25 of the day and year first above writicr.

ASSIGNOR:

ENGAGE ENERGY CANADA 1.P., 2 partership
formed under the laws of Alberta, Canada, by its
general pariner, Engage Energy Canada

W

Name: (Do A o
Title: QPO R

ASSIGNEE:

NEXEN MARKETING

o (et ol —

/ ;
Name: / /
) Janet E. Veliutini
Title: 4 Vice President,

By:
Name:
. 1d
Title: Associate General Connsel
THIRD PARTY:
CASCADE NA GAS CORPORATION
By:

Wame: J fv )
Title: ﬁé o)

Regulatery & Gas Supply
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ENGAGE

November 21, 2001
Cascade Natural Gas Corporation

222 Fairview Avenue North
Seattle, Washington
88109

Attention: Pattie Grable

Dear Pattie:

Re: Gas Transaction Confirmation (“GTC”) dated November 21, 2001
between Cascade Natural Gas Corporation (“Cascade”)
and Engage Energy Canada, L.P. (“Engage”)

With reference to Subsection E of the letter agreement entitled, “Offer of Westcoast Energy Inc.
T-South Capacity Assignment” as executed by Cascade and Engage, dated May 25, 2001, the
provisions of the attached GTC will confim the essential commercial terms and conditions

pursuant to which Engage will supply natural gas to Cascade, commencing on November 1,
2003:

Attached for your review are two copies of our GTC dated November 21, 2001 covermg the
period November 1, 2003 to November 1, 2008.

If you are in agreement with the terms, please indicate your acceptance by signing both copies of
this letter in the space provided below and return one copy to Engage for our files. Please note
our offices moved in July and our new address is as shown below. If you have any questions,
please give me a call at (403) 639-1036.

Yours truly,

ENGAGE ENERGY CANADA, L.P.

Kevin Turchanski,
Vice President, Natural Gas

West Region
Att. 4 ,{/ o

RO 5
Accepted and Agreed to this\:’7 day of j?m; L , 2004, / Yo

CASCADE ATU? GAS CORPORATION

Per:

" Tittle: Vice President, Gas Supply

* Engage Energy Canada, LP. 1100, 421 7th Ave. S.W., Calgary, Alberta, Canada T2P 4K?
ane; (403) 297-0333  Fox: {403} 269-5909

B \:ascado\contracnglm12101|<rn1un cov.d9



ENGAGE

~
GAS TRANSACTION CONFIRMATION
Contract No. 1872
1. BUYER: SELLER: GAS TRANS, AG. DATE FORM
EFF. DATE: DELIVERED:

Cascade Natural Gas Corporation | Engage Energy Canada, L.P. July 1, 1994 November 21, 2001
2. DETAILS OF TRANSACTIONS:
Trans. | Start End Quantity/Day Price Qual, Of Delivery Delivery | Rec. Pipe
Nos. Date/Time | Date/Time | (MMBtu, GJ, cu. | (C$ or US%) Service (Int, Point Pipe

matras, of mcf) - | Firm or EFF)
40852 | Nov.01/03 | Nov.01/08 | See attached See attached | See attached See attached | WEI WEI

Schedule A Schedule A Schedule A Schedule A

See attached Schedule A.

3. SPECIAL PROVISIONS INCLUDING PRICE DETAILS (if any):

Terms defined in that Schedule will have the meaning first given in the May 25, 2001 T-South Capacity Assignment letter
agreement between the Parties (the “Capacity Assignment Letter™).

4, ADDRESSES, OPERATIONS AND BILLINGS AND PAYMENT INFORMATION:

Engage Enefg¥ Canada, L.P. ("Engage")
2200, 425 - 1% Street S.W.

algary, Alberta,
2P 3L8

Cascade Natural Gas Corporation ("Customer”)
222 Fairview Avenue North

Seatftle, WA 98109

USA

Marketing Representative Name: Kevin Turchanski
Phone: (403)6939-1036
Fax: _ (403) 221-8843

Marketing Representative Name: Pattie Grable
Phone: (206) 381-6829
Fax.  (206)624-7215

Accounting Contact: Trevor Gibb

Accounting Contact:

agreement.

non-business day).

Phone: (403) 698-1039 Phone: (208)

Fax;  (403) 221-8643 Fax:  (206)

Operations Contact: Shelley Langdon Operations Contact:

Phane: (403) 659-1050 Phone: (206)

Fax:  (403) 221-8643 Fax:  (208)

Wire Transfer Acct: Wire Transfer Acct:

5. (a) The above are the essential binding terms of the transaction in question. If a formal master physical agreement is in

effect between the parties, then the above confirmation terms are subject to that agreement. In the event of any
conflict between this transaction and the terms of the formal agreement, the terms above pravail. If no formal
agreement exists, then the parties will finalize and sign one, failing which this transaction remains binding on

the parties. Upon finalizing that agreament, the above transaction will form a part of, and be subject to, that formal

{b) 1f the customer notes any discrepancy between the provisions as orally agreed to and the above, please notify Engage
within two (2) Business Days of delivery of this form. After that, ali provisions will be presumed to be correct.

{c) Any currency conversions shall ba done using the Bank of Canada noon rate on the 10™ calendar day of the invoice
month {or the Bank of Canada noon rate on the immediately previous business day if the 10™ calendar day falls on a

(d) For “Firm” Quality of Service, the Replacement Market Price will be equal to the published index price appearing on
the next Immediate Business Day after the day or days of the Basic Performance Defauit.

Engoge Energy Canade, LP. 1100, 421 7th Ave. S.W., Calgary, Alberta, Canade T2P 4K9

clengage~giet12101kmistn2des

Phone: {403) 297-0333 Fox: (403) 269-5%09




Contract No., 1872
Schedule A

To the Gas Transaction Confirmation
Between Cascade Natural Gas Corporation (“Buyer”)
and Engage Energy Canada, L.P. (“Seller”)
Effective November 1, 2001
{for the Term November 1, 2003 to QOctaber 31, 2008)

Transaction Term:

The initial gas supply term shall be for five years commencing on the Capacity
Commencement Date, being 0700 hours PST November 1, 2003, and expiring at the
same time on November 1, 2008 (the *Gas Transaction Term"). With reference to the
preferential supply status of Engage as mentioned in Subsection 2 A of the Capacity
Assignment Letter, on the first Business Day of the sixth month prior to the end of the Gas
Transaction Term, Buyer and Seller shall commence negotiations to agree upon the terms
and conditions of gas supply arrangements for the remaining period of the Capacity Term.

Daily Quantity:

The daily quantity of gas (the “Daily Quantity”) to be purchased and sold at the Delivery
Point during the Gas Transaction Term shall be the metric volumetric equivalent of 20,000
Mcf/day, plus Westcoast Energy Inc. (“WEI") applicable fuel quantities as set out in the
applicable tariff and toll provisions of WEL. 1

{

Delivery Point: ;

The Delivery Point shall be the point specified in the WEI tariff at which the facilities of
WEI's T-North system interconnect with those of the WE! T-South system, commonly
referred to as the Compressor Station #2 (“Station 27) transfer point.

Commodity Charges:

The total commodity costs and charges to be paid by Buyer for all quantities defivered by
Selier during a delivery month of the Gas Transaction Term shall be the sum of the
following amounts:

(a) the Daily Quantity of gas delivered to and received at the Delivery Point during a
day of the delivery month MULTIPLIED BY the number of calendar days for the
delivery month MULTIPLIED BY an index price determined for such dslivery
month, which price shall be the average price appearing in the Aeco “C” & N.LT.
“One Month” Spot column in the table entitled “Canadian Natural Gas Supply
Prices”, in the publication entitted Canadian Gas Price Reporter, and which
index price, published initially in C$/GJ shall be converted to US$/MMBtu using
the Bank of Canada average noon rate, for the 10" calendar day of the month
next following gas delivery month (the “Conversion Factor’); PLUS

(b) US$0.035/MMBtu, MULTIPLIED BY the MMBTU equivalent of 20,000 MCF/day
MULTIPLIED BY the number of calendar days for the delivery month; PLUS

leaseadeicontrachigiz 112107 kmtstn2echa. dog



Schedule A
Page 2

() all unit Nova “FSD” demand, commodity, fuel and other transportation costs and
charges for Nova FSD service pursuant to the Nova tolls and tariffs in effect and
as amended from time fo time and converted to $US/MMBTU using the
Conversion Factor MUTLIPLIED BY the MMBTU equivalent of 20,000 Mcf/day
MULTIPLIED BY the number of calendar days for the delivery month; PLUS

(d) all unit WE! “Zone B” demand and T-North demand, commodity fuel and other
transportation costs and charges for WEI Firm service pursuant to the WEI tolls
and tariffs in effsct and as amended from time to time, and converted to
SUS/MMBTU using the Conversion Factor MULTIPLIED BY the MMBtu
equivalent of 20,000 Mcfiday MULTIPLIED BY the number of calendar days for
the delivery month; PLUS

(e) all federal and provincial goods and services and other sales tax amounts
applicable to or required to be billed for the actual quantity of gas purchased and
received at the Delivery Point for the delivery month which are applicable or are
required to be billed and paid for by Buyer at the Delivery Point.

Fixed Price Conversion:

(a) At any time during the Gas Transaction Term, Buyer may request that Seller
convert the Aeco monthly index price set out in Subsection 4 (a) above to a
monthly fixed price or an Aeco basis differential. If the Parties mutually agree to
the terms and conditions of the conversion, including the requirement for financial
assurances with respect to the conversion, then the conversion shall occur and
the fixed price/basis differential will be based upon the offer side of the financial
market price at the time of conversion. The use of the converted price shall
commence on the first day of the month in which the Parties agree to the terms of
the conversion. The request to convert the index price to a fixed price/basis
differential must be received no later than eight (8) Business Days prior to the
beginning of the delivery month upon which the conversion is to take effect.

(b) Buyer may also request the conversion of the Nova and WEI transportation unit
charges set out in Subsections 4(c) and (d) above, respectively, and upon the
Parties mutual agreement, the conversion will occur otherwise in accordance with
the provisions of Subsection (a) above.

Delivery and Receipt Obligations:

For the Gas Transaction Term, subject to the Force Majeure provisions of the Gas
Transaction Agreement and Section 8 below, Seller shall deliver and sell to Buyer one
hundred (100%) percent of the Daily Quantity each day on a Firm basis. During that
period, Buyer shall be obligated to nominate and take one hundred (100%) percent of the
Daily Quantity each day on a Firm basis.

Nomination Services:

Seller as an independent contractor during the Gas Transaction Term will provide to Buyer
nomination services to communicate with WEI for the transportation each day of the Daily
Quantity from the Delivery Point to the WEI Huntingdon Pool (‘Redefivery Point’). Buyer will do
all reasonable things to confirm with WEI that Engage is acting in such a capacity, and will
make itself available on a timely basis to receive from and deliver to Engage ordinary course
communications with respect to such nomination services. Further, Buyer will indemnify and
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save harmless Seller from and against any and all losses, costs, or charges suffered or
incurred by Seller, unless any or all of them were due to the gross negligence or wilful
misconduct of Seller acting in such capacity

8. Firm Purchase Obligation Mitigation:

(@) During the Gas Transaction Term, if after having used all best efforts to take delivery
of the full Daily Quantity on any day Buyer is unable to do so, then Seller agrees to
repurchase from Buyer, each day, the quantity of gas which is the differance betwaen
the Daily Quantity MINUS the actual quantity Buyer indicates to Seller that it can take
delivery of on that day at the Delivery Point or Redelivery Point, that point to be
mutually agreed to by the Parties (the difference being the "Repurchase Quantities”).
For all such Repurchase Quantities based on that mutual agreement, Seller will pay
Buyer a repurchase price (the “Repurchase Price”) which will shall be either:

0] Ninety-eight (98%) percent of the “Daily Midpoint” index as quoted in ‘Gas
Daily’s Daily Price Survey” under the heading “Canadian Gas, NW Sumas”;
if the point agreed to is the Redelivery Point, or

(i) Ninety-eight (98%) of the “Daily Midpeint” index as quoted in “Gas Daily’s
Daily Price Survey” under the heading “Canadian Gas, Westcoast Station
#2", if the point agreed to is the Delivery Point.

(b) if the Repurchase Price as so calculated is less than the index commodity price set out
in Subsection 4(a) above, then Buyer will pay to Seller the positive difference between
those two prices. If the Repurchase Price is greater than that index commodity price,
then the positive difference shall be credited to Buyer by Seller. All such Repurchase
Quantities and related pricing shall be accounted for in the invoice next following the
delivery month during which the repurchases actually occurred, and the set off and net
out rights as set outin the Gas Transaction agreement shatf apply.
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Effective Date: 01-Jul-34
Engage Contract No: 1872
Cust. Contract No:

GAS TﬁANSACT]ON AGREEMENT .

THIS IS AN AGREEMENT to buy and sell natural gas. It is entered into and effective on the date
specified immediately above (lhe “Effective Date"). ' : :

IT IS BETWEEN:

AND:

CASCADE NATURAL GAS CORPORATION, a corporation in good staﬁding
under the laws of the state of Washington (referred to as the "Customer”).. 2

ENGAGE ENERGY CANADA, L.P, (successor in interest to Westcoast Gas
Services Inc.) a partnership in good standing under the laws of Alberta (referred-to
as "Engage”). . '

The Customer and Engage desire to enter into one or more natural gas purchase or sale transactions

1.

(@)

() |

' “(each is a "Transaction®). This agreement is a written document which includes all of the provisions
under which those Transactions will occur. : '

TRANSACTION DETAILS

The details of each Tranéaclion initially may be orally agreed upon as documented in a recorded

~telephone conversation between the parties. The oral offer and acceptance forming an

agreement will be reduced to a written "GAS TRANSACTION CONFIRMATION" document in the
attached Form 1, to be delivered by Engage. All Transactions promptly will .be so reduced to
writing by Engage. All essential provisions for each- Transaction as set out in Section 2 below
must be agreed to, for-that Transaction to be binding and enforceable. The parties are free to

_enter into as many Transactions as they choose under this Agreement.

Every Transaction includes the “GENERAL TERMS AND CONDITIONS*" attached as Form 2.
Each Transaction is separately valid and legally enforceable, and the Gas Transaction
Confirmation form is a valid written document evidencing the Transaction. The authorized
signature of each of the parties appearing below is a sufficient signature under this Agreement
and for each Transaction for all legal purposes under common law or statute. The tapes of a
Transaction, the Gas Transaction Confirmation form and the "GENERAL TERMS AND

" CONDITIONS constitute the Transaction memorandum between the parties. The orally agreed to

provisions govern if there is any conflict with the Gas Transaction Confirmation form, or with any
of the GENERAL TERMS AND CONDITIONS. .

-QUANTITY AND QUALITY OF SERVICE OBLIGATIONS

For each Transaction, Customer and Engage must agree upon at least the following essential
provisions: i Z

i) designate who'is to be Buyer and Seller;

(i) agree 1o a quantity of natural gas to be purchased and sold;
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{1} commit to a "QUALITY OF SERVICE" obligation in respect of the purchase and sale of
that gas; - ’
(iv) specify é start date and time and end date énd time fo; the Transacfion;
(v) specify the price. under the 'i.'rahsaction;\ and
{vi) desigﬁate_ a Deiivgry Pofnl for the Transaction.
‘Those provisions, and any related délails for ‘the Transaction, will be recorded in a Gas
Transaction Confirmation form._ ;
3. TERM |

- This is a basic agreement, providing the general provisions under which specific Transactions
may be entered into. It will commence on the Effective Date, and continue in effect until one of the parties
lerminates it, by giving the other party thirty (30) days’ advance written notice. However, each Transaction
is effective only for the agreed upon period as documented in its Gas Transaction Confirmation form,
commencing on the *Start Date and Time" specified in the form. If any Transaction period is longer than
the termination date for. this Agreement, then this Agreement will stay in effect until the "End Date and
Time" specified for the Transaction. : . e

4. PRICE

The gas commodity price which is to be paid for gas deliveries under a Transaction will be the
price agreed to for the particular Transaction, as documented in the Gas Transaction Confirmation form.
As well, other costs and charges, as agreed to by the parties, may be specified for the Transaction and
documented in the form. ' :

5é SPECIAL PHOVISIONS

In addition to basic purchase and sale provisions, the parties are free to first orally agree on
special provisions for a Transaction, which then will be documented in writing in the Gas Transaction
Confirmation form. '

6. NOTICES AND COMMUNICATIONS

All notices and communications between the parties' will be sent and delivered under the
addresses and related specifications set out in the Gas Transaction Confirmation form.

-THE FOLLOWING SIGNATURES BY THE AUTHORIZED REPRESENTATIVES CONFIRM that
Customer and Engage are authorized to enter, and in fact are entering, into this Agreement and into any
resulting Transactions, and will perform and remain bound by them under the agreed upon provisions,
commencing on the Effective Date:

fEngage”) © = CASOADE NATURAL GAS CORPORATION

ENGAGE ENERGY CANADA-

/ _ _ {the "Customer"
AuZﬁzed Hepr_esenlaiive Authoriied Representafive
: Kevin Turchanski - 'T-ﬂ --Vic_e President Ges Suppl
Titie Vice President, Natural Gas e _ = d Py
West Regicn
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_ (Form 1) _
GAS TRANSACTION CONFIRMATION _
: “Sample Only”
1. BUYER: SELLER: | GAS TRANS. |- DATE FORM
AGT. #1872 DELIVERED: -
EFF. DATE: " ' '
01-dui-94
2. DETAILS OF TRANSACTIONS: : . ’
Trans “Stant End Quantity/day Commodity Price & | Qual. of Service | Del. Point | Del. Pipe Rec. Pipe
.No. | Date/Time | Date/Time | (MMBtu,GJ cu. Currency (Int, Firm or = ’ : L TE
metres, or mcf) (C3 or USS) "EFP) .
= {See 3. below)
1.
2
3.

3. Special Provisions, Including Price Details (if any):

4. Addresses, Operations AND Billings and Payment Information:

Engage Energy Canada, L.P. (*Engage”)
1100, 421 - 7™ Avenue S.W.

Calgary, Alberta

T2P 4K9

Cascade Natural Gas Corporation ("Customer?)
222 Fairview Avenue North
Seattle, WA 98109 _

Marketing Representative Name: Jeff Thompson
Phone: (403)297-1838
Fax: (403) 269-5909

Marketing Representative Name:
Phone:
Fax:

Operations Contact: Shelley Nord
Phone: (403) 297-0381
Fax:  (403) 269-5909

Accounting Contact:  Judy Rafuse
Phone: (403) 297-0386
Fax: {403) 269-5909

Operations.Contact:
Phone:
Fax:

Accounting Contact:
Phone:
Fax:

Wire Transfer Acct:

Wire Transfer Acct:

5. @

(b)
Engage within two (2) Business Days of delivery of
to be correct.

(¢}

The above are the essential binding terms of the transaction in question.
agreement is in effect between the parties, then the above confirmation
agreement. In the event of any conflict between this transaction and the terms of the formal agreement,

the lerms above prevail. If no formal agreement exists, then the parties will finalize and sign one, failing
which this transaction remains binding aon the parties.

transaction will form a part of, and be subject to, that formal

If the customer notes any discrepancy between the provisions as orally agreed to and the above, please
this form. After that, all provisions will be presumed

Any currency conversions shall be done using the Bank of Canada noon rate on the 10"
invoice month (or the Bank of Canada noon rate on the immediately previous business

If a formal master physical
terms are subject to that

Upon finalizing that agreement, the above
agreement. - :

calendar day d
day if the 1%

calendar day falls on a non-business day).
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Gas Tran.sac!ioa Agreement #1872
Engage and Cascade Natural Gas Corporation
Effective Date: 01-Jul-94

FORM 2

ENGAGE ENERGY CANADA, LP.

GAS TRANSACTION AGREEMENT:

GENERAL TERMS AND CONDITIONS

QUALITY OF SERVICE

One of the following "Quality of Service" definitions must.be entered for each Transaction on a "Gas Transaction

Confirmation" form, estabiishing the quality of service for the Transaction:

(a)

)

©

20

(a)
(b)

{c)

©

{e)

G
©
(h)
0

i}

An-“Interruptible” des}gna‘lion means the obligation to purchase and sell may be partially cuﬂéﬂed, or completely .

interrupted for any reason at either pany's sole discretion with no obligation to perform and without the necessity lo
declare any form of "Force Majeure”. . .

A "Firm® designation means the obligation to purchase and sell on any day is unconditional. The only exception to this
obligalion standard is when it is suspended due to an event defined as a "Force Majeure” event in Section 11.01 below.
Any other failure to meet the obligation is a wrongful breach of the basic condition to perform, and the indemnities under
Section 5.01 and other remedies under Section 10.02 below are available to the non defaulling party.

An "EFP” designation means, under NYMEX rules and contract specifications, an “exchange for physical” firm obligation’
for the delivery and purchase of physical gas from one party to the other, and a concomitant assumption of equal and
opposite NYMEX gas fulures positions by the parties. This Agreement contains the provisions govemning the physical
side of an EFP Transaction. '

GENERAL DEFINITIONS
These additional definitions apply in interpreting this Agreement:

"Business Day’ means any calendar day starting at 0800 Hours Mountain Time ("MT") and finishing at 1630 Hours MT,
but Saturdays, Sundays, and-provincial or federal statutory holidays are not business days.

"Buyer” means the party to a Transaction who will be purchasing and taking delivery of gas under the terms of the
Transaction.

“Buyer's Transportation” means Buyer's transporation agreements. with the Receiving Pipeline, allowing for suficient
capacity lo enable any Transaction nominated amount o be received by Buyer under the Transaclion at the designated
Delivery Point. ! .

"Delivering Pipeline” means the gas pipeline or local distribution company designated in a Gas Transaction

Confirmation form, which has facilities connecting to the designated Receiving Pipeline at the designated Delivery Point,
il that Delivery Point is not a wellhead location owned or controlled by Seller. .

“Delivery Point™ means a gas delivery point, as designated in a Gas Transaclion Confirmation form for the specific
Transaclion,

"EFP" means an “exchange -of futures for physical® gas Transaction, under NYMEX rules.
“Material Adverse Financial Change™ means a material, negal!'ve change in a party's financial position.
"NYMEX" means the New York Mercantile Exchange.

‘Prime Rate” means the variable rate of interest, for Canadian dallar corporate loans lo customers in Canada, used from
lime to time by the Canadian Imperial Bank of Commerce at Calgary, Alberta.

‘Receiving Pipeline” means the gas pipeline or local distribution company designated in a Gas Transaction
Confirmation farm, which has facilities connected to the designated Delivering Pipeline al the designated Delivery Point.

"Replacement Market Price” means the fair price lor a replacement sale or purchase arrangement, as the case may be,
at the Delivery Point or an alternate delivery point if need be, but il the original price under a Transaction is agreed to be
sel at a point other than the Delivery Point, then the Repiacement Market Price is the price determined at that pricing
point, .

BCASCADECONTRACTEGTA Y or 105 2000 it
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U] "Seller” means the party o a Transaction who will be selling and delivering gas under the terms of the Transaction.
{m) “Seller’s Transportation” means Seller's trahsponaticn agreements with the Delivering Pipeline, al!ou&ing for sufficient

capacily to enable any Transaction nominated amount to be delivered by Seller under the Transaction at the designated
Delivery Paint, if that Delivery Point is not a wellhead lacation owned or controlled by Seller.

(n) Term" means the peri'ocl of time during which gas may be purchased and sold under the provisions of this Agreement,
as documented in specilic Gas Transaction Confirmation forms. -

3.01 - DAILY NOMINATIONS AND NOMINATION CHANGES

(a) For each Transaction, Buyer must nominate gas lo the Delivering Pipelfine and lo Seller on a timely basis, based on the
deadilines specified by the Delivering and Receiving Pipelines. Nominations will remain in effect until Seller receives a
new nomination from Buyer in accordance with the Transaction terms. The new nomination becomes effective il it is
received by Seller and is in compliance with the deadlines for nominalion changes specified by the pipelines. Seller will
dispatch and deliver gas in compiiance with the nomination then in effect. = )

{b) The nomination and dispatmiﬁg pfocedﬁr&s under each Transaction in general must comply with the tariff and other
published procedures of both the Receiving and Delivering Pipelines. .

4.01 QUALITY AND MEASUREMENT ~

(a) Seller warrants that the gas to be delivered to Buyer al the Delivery Point for a Transaction salisfies the tariff and other
published quality and pressure requirerments at that point, as set out by the Receiving Pipeline. These standards are the
gas quality and pressure standards which Seller must meet in delivering gas under that Transaction. Seller must pay an
indernnity to Buyer in the amount of any damages suffered by Buyer if any gas delivered by Seller under the Transaction
does not meet those standards. In addition, Buyer may refuse deliveries of nonconforming gas until the nonconformance
is corrected. '

(b} The heca-iving Pipeline will measure the quantity and énergy content of the gas delivered at the Delivery Point under its

tarff and other published measurement standards, The parties agree those measurements are binding for the
Transaction in question. f

5.01 "FIRM" or "EFP” QUALITY OF SERVICE INDEMNITIES

{a) If the "Quality of Service” is designated *Firm” or *EFP* in the Gas Transaction Confirmation form for any Transaction,

; and if for any day Seller fails to deliver or Buyer fails to receive the specilied Transaction quantity without excuse as

allowed for under the Transaction or these GENERAL TERMS AND CONDIT IONS, then the lailure is a basic
performance default (lhe "Basic Performance Default™). . ’

(b} i the Basic Performance Default is a failure by Seller, then Buyer is enlitled to an indemnity amount from Seller. That
amount, calculated as liquidated damages, will be the total of ali of the following:

[0} an amount equal to the difference between the Transaction quanlity nominated on that day and the quantity

’ actually delivered by Seller (that quantity difference is "Seller Default Gas"), MULTIPLIED BY the positive
difference, if any, obtained by subtracling the specified Transaction gas commodity price from the
Replacement Market Price at which Buyer purchases a gas quantity equal to the Seller Default Gas quantity;
plus o ; : H

{ii) all transpontation costs or penalties for which Buyer is fiable as a result of Buyer's Transportation capacity left
- unutilized due 1o the Basic Performance Default; plus .

(iii) alt additional transportation costs for which Buyer is liable under alternate lransportation arrangements that
" Buyer has been required to make, to take delivery of Selier Default Gas quantities at an alternate supply
delivery point due to the Basic Pedormance Default; plus

(i) an amount to cover Buyer's administrative expenses related to the Basic Performance Default, deemed to be
equal to five cents ($0.05) for every MMBltu or GJ, as the case may be, of Seller Delault Gas, payable in the
currency designated in the Gas Transaction Confirmation for the Transaction in question.

(c} If the Basic Perdormance Default is a failure by Buyer, then Seller is entitled to an indemnity amount from Buyer. That
amount, calculated as liquidated damages, will be the total of ail of the following:

(i} an amount equal to the difference between the Transaction quantity delivered under a nomination on that day
and the quantity actually taken by Buyer (that quantity difference is “Buyer Defauit Gas"), MULTIPLIED BY
the positive difference, if any, obtained by subtracting from the specilied Transaclion gas commadity price the
Replacement Markel Price at which Seller resells the quantity equal to the Buyer Default Gas quantity; plus
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(i) all transportation costs or penalties for which Seller is liable as a result of Seller's Transportation capacity left unutilized _
: under Seller’s Transportation due to the Basic Performance Default: plus
(i) all additional 'u'-.mspon'alicm costs for which Seller is liable under alternate transportation arrangements’ that Seller

has been required to make to deliver Buyer Default Gas gquantities to an alternate sales delivery. point due to
the.Basic Performance Default; pius .

(v} an amount to cover Seller's administrative expenses related to the Basic Performance Default, deemed to be .

equal to five cents ($0.05) for every MMBtu or GJ, as the case may be, of Buyer Default Gas, payable in the
currency designated in the Gas Transaction Confirmation for the Transaction in question.

For a Basic Performance Default, the non defaulting Party may calculate the Replacement Market Price based on the
settlement or closing-out prices at the time of liquidation or cancellation of NYMEX gas futures or forward contracts, or
bona fide gas prices quoted by at least three (3) leading bona fide dealers in representative energy swap markets.

" The non defauiting party is to do everything commercially reasonable to mitigate the effect of the Basic -Perfonn'ance

Default, but is not compelled to act to its economic detriment. The'indemnity amounts are to be itemized and defivered in
an indemnity invoice as soon as all information is known, or can be estimated with reasonable accuracy. The total
amount must be paid by the defaulting Party within two (2) Business Days alter defivery of the indemnity invoice, and the

. parties subsequently must adjust and settle accounts between them once any actual information is'known in substitution
- of any reasenably estimated information, 7 . . - ;

The damages and remedies fimitations under Section 15.01 below appiy to a Basic Perdormance Default,

TRANSPORTATION AND REGULATORY ARRANGEMENTS

- Prior to the "Start Date and Time" for a Transaction;

(i) Buyer will have completed Buyer's Transportation and necessary regulatory approval arrangements to enable

- service to commence on that date;

{ii) Seller will have completed Seller's Transpcrtation and necessary regulatory approval arangements to enable
service to commence on that date.

Each party must acquire and hold transportation service and regulatory approval arrangements of a quality equivalent to
the "Quality of Service" commitment made for the Transaction, and must keep all such arrangements in good standing
for as long as that Transaction is in effect. The shipper of record is responsible for all costs and charges under its
transportation arrangements, unless a provision of these GENERAL TERMS AND CONDITIONS or the particular
Transaction specifies othenwise. ' : ;

TITLE AND RISK TRANSFER

Seller has legal title ta the gas and possession of it under a Transaction until title and possession are passed to Buyer at
the specified Delivery Poinl. The party having litle and possession also has the inherent risks associated with the gas.

Seller must pass good title to Buyer at the Delivery Point, ensuring it remains free and dlear of any security interest, other

lien ar any legitimate title claims, which could be detrimental to Buyer in any manner.

Fora Transaction, if there is any challenge to goed title, or Seller's authority to sell the gas, then Buyer is entitled 1o take
the following aclions to protect itselfl financially: i, w

0] Buyer may suspend ‘its obligations to pay for gas already delivered under the Transaction, without interest, but
only in an amount reasonably estimated by Buyer to cover any damages 1o Buyer due to the challenge. The

manner which causes damages to Buyer; or

(i) Given the legal nature of the challenge, Buyer ‘may pay the amount into a neutral interest bearing trust o

escrow account, or into court if under the circumstances such a course of action is lair and reasonable.

An indemnit\; amount as set out in an indemnity invoice must be paid to Buyer'in-the amount of direct damages to Buyer

- due lo the failure of Seller to pass good title to or have proper authority, as mentioned in Subsection (c) above,

DELIVERY AND PAYMENT OF INVOICES

in the next month following the month during which gas under a Transaction has been purchased and sold, Buyer will
deliver to Seller a gas deliveries invoice (the “Invoice"). Subsequent to an event under which an indemnity amount is to
be paid, an indemnity invoice is to be prepared and delivered by the party entitled to an indemnity amount under this
Agreement. The Invaice must be based on information and knowledge available from the pipelines, and be consistent
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with confirmed nominations and deliveries as at the time of Invoice preparation. Unless otherwise agreed, the Invoice
must be defivered during a Business Day which is a day on or before the twentieth (20th) day of the Invoice month, either
by courier or fax. It must contain details of the quanlities of gas delivered at the Delivery Points, the Transaction prices
paid for deliveries, any wire transfer, remittance or account instructions, and any indemnity amounts not otherwise
accounted for which may be set off against amounts owing under this Agreement. - -

Unless otherwise agreed, Buyer must pay to Seller the amount specified in the Invoice, no later than the !\'uenty-fiﬂh
(251h) day of the Invoice month, but Buyer must have five (5) clear calendar days to make payment, starting from the day
the Invoice was received. If the payment due date falls on a non Business Day, then that due date is the Business Day
closest to and prior to the twenty-filth (25th) day of the maonth. -Buyer may make payment by cheque or electronic wire
transfer to Seller's account as set out in the Gas Transaction Confirmation form. Il wire transfer account information is
not specified, payment is to be by cheque. : . : 4

If any actual data necessary to complete an Invoice is not available from its source at the time an Invoice is lo be
delivered, then Seller with Buyer's cooperation as required may use reasonably accurate data estimates based upon the
information” actually confirmed at the time. On the Invoice for the first month when all actual information is finally
confirmed, Invoice entries previously made based on data estimates will be adjusted to account for actual data then
confimmed, and Buyer will receive a credit or a debit, as the case may be, in an amount equal to the difference between
the estimated and confirmed amounts. . 3 )

A péﬁy required to make any gas dl.eli\.rer).r payment or indemnity payment under this Agreement will pay interest charges

on late payments, calculated beginning on the Invoice due date and continuing until the date payment is made. The rate

of interest is: (i) the Prime Rate PLU_S two percent (2%); or (i) the maximum Tate of interest which lawfully may be
charged, whichever is less, on the Business Day the Invoice first is delivered. * :

Each party may set off and net out any and all Transaction payment and indemnity cbligations against each other, and
against payment obligations under any other gas purchase or sale arrangements, in addition to those under this
Agreement, which are in effect between the parties at the time a need for set off arises.

CURRENCY OF TRANSACTION AND CONVF;HSION FACTOR

The curren'cy of payment for each Transaction will be as designated on the Gas Transaction Confirmation form. If any

price deduction or revenue component initially is specified in Canadian dollars or United States dollars, requiring conversion to
deilars in the agreed upon currency as set out in the Gas Transaction Confirmation form, then the component will be converted
from one currency to the other at the average Bank of Canada daily spot exchange rate as at 1200 Hours Eastem Standard Time.
With respect to Section 8.01(a) above, the rate so utilized will be the one which is in effect on the Business Day immediately prior
to the date an'invoice is delivered during the Invoice Month. E : :

9.01

“ta)

10.01

FINANCIAL ASSURANCES

It a party (the "Requesting Party”) at any time during the term of this Agreement makes a reasonable request, the other
party (the "Assurance Party”) must assist in the Requesting Pary's reasonable financial review, including delivery as
promptly as possible of an annual report which contains the financial statements for the last completed fiscal year of the

“Assurance Party, as cedified by independent chartered accountants and prepared under generally accepted accounting

principles, plus the most recent unaudited quarterly financial statement in effect as of the date of the request, plus any
other reasonable documentation as might be requested. ' .

As a precondition to the obligation to commence or continue any Transaction performance under this Agreement, based
on the Requesting Party's reasonable financial review which might include. a review of the documentation requested

under Subsection (a) above, the Requesting Pary may require the Assurance Party to provide a form of financial -

asswances (the "Financial Assurances®) of that pedormance. If a written guarantee (the “Guarantee”) of pedformance
by a third party is the form of Financial Assurances ta be implemented, then the third party guarantor also must salisfy
the Requesling Party's reasonable financial review, including, prompt delivery of the guarantor's financial statéments or
other reasonable documentation as might be requested. The form of Guarantee must be signed and delivered prior to
the date specified by the Requesting Party. Financial Assurances also may be réquired of a Defaulting Party under
Section 10.01 below. ’ : . : i

GENERAL DEFAULT EVENTS

Any one of the lollowing events of failure or default of one or more fundamental conditions {a "General Default”) by a

party (the "Defaulting Party") entitles the other party who is continuing to perform (the “Performing Party”) lo the remedies under
Section 10.02 below: ! : . E :

0] The Defaulting Party fails to make a gas deliveries payment due under Section 8.01 within a five (5) day period
after the payment due date, or fails to pay an indemnity under this Agreement within the specified payment
periad; . :

(i) The Defaulting Party has commitled a Basic Performance Default under Section 5.01 each day for seven 7
consecutive days;
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(i) The Defaulting Party has defaulted under any other fundamental condition of this Agreement, and dc-cs. not cure the
default within seven (7) days of the date the non-defauiting party delivered a notice of default to the Defaulting Party;

{iv) The Delaulting Party or its Guarantor has a property asset receiver or trustee appointed, makes an assignment
to or arrangements with creditors, is bankrupt, has creditor protection proceedings commenced against it,

becomes insolvent, defaults under the payment or other fundamental condition of any loan or secunty .

‘agreement or arrangement to borrow money, or otherwise cannot pay its debts as they are due:

{v) Financial Assurances are not provided as requested under Section 9.01 (b), or a Material Adverse Financial
Change occurs in the reasonable opinion of the Performing Party and the Defauiting Party does not provide
Financial Assurances as security in relation to the latter ocCumence; i

{vi) The Guarantor has defaulted under the provisions of the Guaranty and the default continues beyond any cure
period specilied in that document, or, if, in the reasonable opinion of the Perorming Party, the guarantor under

a Guarantee will not be able to financially perform the Guarantee obligations, if cailed upon, and with respect to

this latter occurrence the Defaulting Party does not provide altemative Financial Assurances within five (5) days
of being notified by the Performing Party of the requirement to do so.

GENERAL DEFAULT REMEDIES

Within seven (7) days of the day the Performing Party has delivered a notice of default to the Defaulting Party and after -

the end of any cure period specified in this Agreement, if the General Default remains outstanding, then the Performing
Party may suspend performance of all Transactions, or terminate and liquidate all Transactions. The Performing Party
first must give two (2) days’ prior written notice to the Defaulting Party specifying that either the Performing Party's
Transaction performance will be suspended, or all Transactions will terminate and be liquidated, unless prior to the notice
expiry day the Defaulting Party provides a form of Financial Assurances acceptable to the Performing Party. These may
be in addition to any form of Financial Assurances in place at the time of the notice. However, if the" Performing Party
becomes aware that any event of the nature described in Section 10.01(iv) is involved, it may immediately terminate and
liquidate all existing Transactions. 8 - T

" Also, if the Performing Party proceeds to terminalion and liquidation, the Defauiting Party must pay an indemnity amount

to the Perlorming Party, calculated as liquidated damages {the "Agreement Liquidated Damages*). That amount will
be equal to the cumulative present value of the economic loss of all Transactions existing at the time of the termination
notice. This will be the deemed economic loss suffered by the Performing Party due to early termination.

More specificaily, the Agreement Liquidated Damages for any Transaction will be the economic loss, if any; which results
from calculating the difference between:

(i) the total amount the Performing Party would pay or receive from, as the case may be, a third party in an amms
length transaction for the supply of gas under a replacement transaction, on terms substantially the same as
the Transaction in question, and calculated for a period of the time equal to the remaining period of the
Transaction, commencing on the early termination date: MINUS . d )

(i) the total amount the Performing Party would have paid to, or received from, as the case may be, the Défaulting

Party for the supply of gas under the Transaction had it not been terminated, and calculated for a period of time

equal to the remaining period of the Transaction commencing on the eady lermination date.

The Performing Party may calculate a replacement transaction price based on the settlement prices of NYMEX gas
futures contracts, or bona fide prices quoted by at least three (3) leading bona fide dealers in the energy swap markels.

The Agreement Liquidated Damages must be paid by the Defaulting Party no later than two (2) Business Days after an.
indemnity invoice for them is received from the Performing Party. ) 3

The present value for the Agreement Liguidated Damages will be calculated by applying a discount rate of the Prime
Rate PLUS three percent (3%), as in effect on the early termination date. ' ;

The right of a Performing Party to be paid Agreement Liquidated Dama.ges is in addition to Basic Performance Default
liquidated damages, but the indemnifying party will not be required to indemnify twice for the same default incident.

JACASCADENCONT RACTYGTA Yor 1-05 2000 dox:
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11.01 Force Majeure
(a) If an event specified under Section 11.01 (b) below occurs which is not within the control of a party, and causes thal party

to fail to perform all or part of an obligation under a Transaction, then the party (the "Claiming Party") may claim “Force
Majeure®, but only to the extent that event directly and substantially causes the Claiming Party to fail to perform all or part

of that obligation under the affected Transaction. Such a claim suspends performance of the obligation of the Claiming -

Party and any related obligation of the other pady, except for the obligation of Buyer to pay for gas already delivered, or
for an indemnifying party to pay indemnities. The suspension period is in effect for so long as the event causes the
failure to perform. However, the Claiming Party must do everything commercially reasonable to restore performance as
soon as possible. )

{b) An event of “Force Majeure” sﬁecilically means, and is limited to, only an event of:
0] curtailment, reallocation or pro-ralioning of firm transportation service under Seller's Transportation or Buyer's
Transportation, as authorized by the published tarifl, palicies or procedures of the respeclive pipeline company,
and regardless of whether or not the pipeline company has issued a formal notice of force majeure;

(i) an order of any court, regulatory fribunal or govemment body, the effect of which is to make the continued part
or entire performance by one or both parties under this Agreement illegal or prohibited.

No other events are force majeure or frustration events under this Agreement.

11.02  WHEN FORCE MAJEURE NOT AVAILABLE

For greater cenéinty, a Claiming Party may not claim Force Majeure protection if:

{i)y the event resulling in the Transaction performance failure was caused by a negligent act, omission or by a
contract breach by the Claiming Party; .

(i) the Claiming Party did not do everything commercially reasonable to avoid the Transaction performance failure
or to restore performance as soon as possible;

(i) the event of Force Majeure is a failure to pay an amount due under this Agreement;

{iv) Seller fails to deliver under the Transaction due to depletion of its proprietary gas supplies or résen.res, or due

to scheduled maintenance of Seller's gas facilities when Buyer has not consented to that maintenance
interruption as relieving Seller of its delivery obligation: '

(v} * Seler fails to deliver under the Transaction due to its failure to maintain or neglect in maintaining sulficient well,
gathering or processing systems, or other such gas production facilities, to a standard and capacity ensuring it
can meel its delivery obligations under all Transactions;

(Vi) the reason for the pedormance failure under a Transaction is that the Claiming Party can obtain more
favourably priced market terms for the gas;

[wil} ' Buyer does not take delivery because it lost its ability to resell the gas into resale ma;ke!s:

(viii) . the performance failure results from lack of finances; or

(ix) Force Majeure nolice requirements under this Agreement are not complied with.

11.03 Notice Requirements

Notice by the Claiming Party must be given to the other party as soon as possible once a Force Majeure event has
occurred. Oral notice should be given if possible, but written notice must be given, containing all details necessary to describe the
event, how long it will last, the obfigations affected, and the time and date performance is expected to be restored. Force
Majeure protection will not be available if wrillen notice is not given in a timely fashion.

11.04 CURTAILMENT PRIORITIES

3 During an event of Force Majeure, the Claiming Party must cease interruptible deliveries o other markets, if il is Seller,
and purchases from interruptible supply sources, if it is Buyer, prior to suspending the performance obligation under the Firm
Transaction in question. The Claiming Party then must treat the other party equitably with its other Firm customers on a
proportionate basis with regard to the remaining supply available for market, if it is Sefler, and to remaining market availability, if it is
Buyer. -

BCASCADECONT RACTGTA Ver 1052000 chn:
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Duty to Maintain Balances

The parties must do everything commercially reasonable to avoid transportation service imbalance penalies. ' They must
cooperate lo eliminate energy and volumetric imbalances prior to a pipeline imposing tarilf or other penalties on one party
or the other. e . i :

If an imbalance penalty is about to be imposed by a pipefine, the party subject to it once notified must in tum notify the
party causing the imbalance (the “Imbalance Party’). The Imbalance Party then must be given the opparturity lo
remedy the imbalance, to the extent reasonably possible under the circumstances. If a remedy is not possible, then the
Imbalance Party must pay an indemnity amount to the other party. That amount, caleulated as liquidated damages, will
be equal to the tarniff imbalance penalty amount payable by the other party under the pipeline transportation arrangements
in question. : . : .

Imbalance indemnity amounts must be sellled in cash, unless there is agreement otherwise. Cash settlements to the
account of the Imbalance Party may be settled by the other party by means of a set off under this Agreement.

Laws GOVERNING THIS AGREEMENT

This Agreement and alf Trans;actions are contracts under Alberta and Canadian laws and will be enforced and interpreted
accordingly. Those laws govem the contract rights and duties of the parties under this Agreement: The proper forum for
determining any Agreement dispute, breach or claim is the applicabie court of Alberta. '

This Agreement will be performed and interpreted in a manner consistent with all laws, including statute and regulatory
laws, common laws and rulings or orders issued from a court or regulatory bedy with jurisdiction. If an interpretation
conflict exists between a provision of this Agreement and any one of those laws, the Agreement provision will govem, to
the extent the law will allow. -

Il'a new law is created or an old orie is changed resuiting in an economic hardship on one of the parties with regard to a
particular Transaction, then both parties must use all reasonable commercial efforts to deal with hardship in a manner
that is fair and equitable, taking into account the basic wvalue each party has bargained for under that Transaction. If they
cannot agree, then they must agree to a fair and equitable binding arbitration process, with instructions to the arbitrator to
allocate the hardship in the most equitable manner, while preserving the Transaction.

GENERAL CLAUSES

Seller is responsible to account for and pay all farms of taxes and royalties on or related to the gas up to the moment that
tile and possession passes to Buyer at the Delivery Point. From and after the Delivery Point, taxes and royalties on the
gas becomes Buyer's responsibility. Buyer is liable for Goods and Services Tax payments on the gas under federal and
any provincial legislation, but that tax levy is not part of any Transaction commeodity price calculation. Buyer will
indemnify Seller and hold Seller harmiess from all GST-related claims and penalties which result from Seller incurring or
being responsible for a GST liability, due to Buyer not being charged GST by Seller in the first instance for gas sold under
this Agreement and which Buyer represented or otherwise indicated to' Seller was destined for export from Canada, but
ultimalely was not so exported or was reimported into Canada under circumstances where Seller incurred the liability
referred to above. ' T .

There are no other enforceable lerms or collateral representations, other than as wrilten in this Agreement. The written
terms ol any Transaction and this Agreement are the expression of the agreement of the parties. :

This Agreement may only be amended by a wiitten amendment signed by both parties, but Transaction specific
provisions as orally agreed to and documented in a Gas Transaction Confirmation take precedence over any other
provisions of this Agreement. Transaction amendments may be agreed lo orally, 1o be confirmed by Engage issuing a
Gas Transaction Confirmation revised form, =~ -

This Agreement was negotiated and prepared by both parties. It should not be interpreted against one party by reason of
that party having been responsible for the preparation of the Agreement, or any Gas Transaction Confirmation form.

This Agreement is binding on the successors of a party, or any person to whom it is assigned. The non assigning party is
entilled to consent to any form of assignment-of this Agreement, or a Transaction.

The parties must keep the provisions of each Transaction confidential as between them, except for those provisions
which must be revealed to a regulatory agency, a transporting pipeline, an arbitration panel or a court of law.

FACASCADECOMTRACTGTAV cr 105 2000
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DAMAGES LIMITATIONS

The parties agree the indemnity amounts to be paid as set out in this Agreement are genuine and commercially
reasonable pre-estimates, calculated as liquidated damages. The indemnity payments are the. agreed commercial
remedies, and are the only ones available to the non-delaulting party unless a provision of this Agreement, or of a
specific Transaction, specifies atherwise. . ) . : ; :

.Neither party is liable to the ather for any:indl:ect, consequential or spécia! damages of any nature, except as specilically

expressed in this Agreement. The prohibition includes those in the nature of:

(i economic loss, or loss of proﬁts;:

(ii) claims by any third parties; . i

(iii) claims based on any theory of contract, negligence, or statutory Impqsilien: or

(iv) equilable claims, or claims based oﬁ a forn_‘n of implied cond‘nlionl. \.\.rlar.ra'nn.r or collateral representation.
TAPED TRANSACTIONS . .

The oral offer and acceplance recorded on Engage'é Transaction electronic taping system forms an agreement between
the parties, and they are legally bound to perform under the Transaction from the moment the terms have been so orally
agreed lo. : ’

The la;f_ne of the Transaction is agreed by the parties to be a document under which the Transaction is evidenced in
tangible form. : )

Each party consents to the recording of conversations by its ernplayées which oceur while discussing or entering into
Transactions under this Agreement. The conversations as so recorded may be submifted in evidence to any court or in
any regulatory or arbitration proceéding as evidence of the provisions of the Transaction.

Engage at its expense will maintain recording equipment and facilities at its offices, and will retain the Transaction tapes
in strict conlidence as belween the parties, secured from improper access. ‘Mo Transaction will be null and void if the
taping system malfunctions, as it then will be evidenced by the Gas Transaction Confirmation form and any related
collateral written records and documentation. . : :

The parties agree not lo assert any legal defence as ta the validity or enforceability of a Tra'nsactio;'l ved‘:aliy agreed to as
evidenced by the Transaction tape, including any assertion that the Transaction agreement is not in writing or signed by a
party or both parties. '

INDEPENDEMNT ASSESSMENTS |

Each party agrees that:

0] the other party is not acting asa fiduciary, advisor or agent to it with respect to any Agreement or Transaction
matters; L E . .
(iii it is not relying upon the advice, assurances or representations of that other party, except lor those stated

representations set out in this Agreement;

(iii) it fully understands and has assessed the economic and other risks of. entering into and performing
Transaclions under this Agreement, and has made its own independent judgments about, and is capable of
assuming, those risks. ’

NOTICES

Unless specilied otherwise in this Agreement, every nomination, notice or statement to be delivered by one pary to the
other must be in writing. . T

Every such communication may be delivered by personal delivery, courier service, prepaid registered mail or fax. The
address for all forms. of deliveries lo the recipient is as documented on the Gas Transaction Confirmation form. Each

party must give the other a wrilten notice when its address for notices is changed.

The communication will be deemed lo be received by. the recipient:
0] upon the sender effecting courier or personal delivery, as the case may be;

(i) at 0800 Hours Mountain Time on the fifth (5th) Business Day after the date of registration by the sender, in the

ICASCADECONTRACTGTAY or 105 2000, i
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case of prepaid registered mail; and ?
- (iit) on written confirmation 10 the sender that the communication was received by the recipient. In the case of fax

transmittals, the confirmation will be in the form of the senders telecopy records. If that confirmation is not
received, then the communication will be deemed to be received by the recipient: .

(A} at 0800 Hoﬁrs Mountain Time on the next immediate Business Day, if the day of transmission is not
a Business Day; ) :

(8) al 1700 Hours Mountain Time on the Business Day the fax was sent, if the transmission day is a
Business Day. ) " :

Prepaid registered mail delivery may not be used if a mail service disruption is in etfect or imrninehl.

"TERMINATION OF .PF!IOR GAS TRANSACTION AGREEMENT AND CONTINUATION OF SPECIFIC TRANSACTIONS °

Upon the date of full execution of this Agreement by both Customer and Engage, any pror Gas Transaction Agreement

between them, whether fully executed or otherwise, is deemed terminated but each Transaction which formed a part of”

that prior Agréement will be govemed by this Agreement Each Transaction therefore will be deemed a Transaction
under a Gas Transaction Confirmation form for the purposes of this Agreement, and therefore continues in full force and
effect under its terms. ’ 1 : :

Existing Transactions. Engage and Customer may have entered into Transactions {the “Exisling Transactions”) . .
dating back to the Effective Date of this Agreement and evidenced by a Gas Transaction Confirmation. Upon execution”

of this Agreement, all Existing Transactions will be deemed Transactions as defined in this Agreement and will be
governed by this Agreement. . ’ - '
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Oclober 26, 2000

GasEDI BASE CONTRACT FOR

SHORT-TERM SALE AND PURCHASE OF NATURAL GAS

COVER SHEET

This Base Contracl is entered into as of the following date: (date)

The parties to this Base Contract are the following:

 PARTY A

Engage Energy Canada, L.P. (“Engage”™)

2200, 425 ~ 1* Street S.W. -

Calgary

Alberta

T2P 3L8

25-399-6177

R830034986

(see Exhibit B)

(see Exhibit B)

(see Exhibit B)

Contract Administration

{(403) 699-1099

(403) 216-0208

debbie.robinson@eneageenergv.com

Operations

(403) 699-1000

(403) 269.5909

Manager, Commodities, Gas

(403) 699-1000 .

(403) 269.5909

PARTY B

Party (“Counterparty”)

Address

City

State / Province

Zip / Postal Code

Address #2

Base Contract #

Duns #

US Federal Tax ID #

Canadian GST #

Bank

Branch

Account

NOTICES
Contact

Phone

Fax

Email

24 HOUR OPERATIONS

Contact Operations

Phone

Fax

~ Email

INVOICES & PAYMENTS

Contact Accounling

Phone

Fax

Email
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GasEDI BASE CONTRACT FOR SHOFIT TERM SALE AND PURCHASE OF NATURAL GAS
COVER SHEET Page 2 of 9
Copyright © 2000 by GasEDI, All Rights Reserved _ October 26, 2000

This Base Contract Jncorporates by reference for all purposes the General Terms and Conditions of the GasEDl
Base Contract for Short-Term Sale and Purchase of Natural Gas as published by GasEDI. The parties hereby agree
to the following provisions offered in said General Terms and Condmons (select only one from each box, but see
“Note” relating to Section 3.2.):

Section 2: Confirm Deadline Section 6: Taxes
]2 Business Days after receipt (defauit) Buyer Pays At and After Delivery Point
a Business Days after receipt - | O Seller Pays Before and At Delivery Point
Section 2: Confirming Party Section 7.2: Payment Date
0 Seller - ‘| 25" date of Month following Month of delwery
.0 Buyer . '
[X] Engage Energy CanadaL.P.
Section 3.2: Performance Obligation . Section 7.2: Method of Payment
Spet Price Standard ' 00 Automated Clearinghouse ~ Credit Only (ACH)
O Cover Standard .~ ' O Cheque
Note: The following Spot Price Publication applies to & Electronic Funds Transfer (EFT)
both of the immediately preceding Standards and must | O Financial Electronic Data Interchange (FEDI)
be filled in after a Standard is selected: I Wire Transfer (WT}
Section 13.5: Choice of Jurisdiction: Section 13.10: Dispute Resolution:
Alberta . O Included (default). or Excluded

Special Provisions:

Sectie'n.‘IOJ -b:Credit Support Provider
for Engage: Westcoast Energy Inc.
for Counterpény: '
Section 10.6.b: Specified Entity
For Engage: (to be discussed)

For Counterparty: (tc be discussed)
Special Provisions: Number of Sheets Attached

IN WITNESS WHEREOF, the parties hereto have executed this Base Contract in duplicate.

PARTYA - - ' ' PARTY B
e;e/énergv Cghgda /Q? Party Caséde'l\]atu;al Gas Corporation
Signature ) 4‘,_\/4_, /(/_,ﬂ,_,_\
f/ Kevin Turchanski ~ Name King(Oberg
}{i;ce“r‘!j;iifi“‘- ; A Title : Vice Pre51dent Gas Supply
)9, D02 Date April 3, 2002

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misunderstandings and make
- more definite the terms of contracts of sale, purchase or exchange of natural gas. This Contract is intended
for interruptible transactions or firm transactions of one year or less and may not be suitable for
transactions of longer than one year. Further, GasEDI does not mandate the use of this Contract by any
party. GasED{ DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS CONTRACT ACKNOWLEDGES AND
AGREES TO GasEDlI's 'DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR
REPRESENTATIONS, EXPRESS OR IMPLIED, ORAL OR WRITTEN, WITH RESPECT TO THIS CONTRACT OR
- ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED WARRANTIES OR CONDITIONS OF TITLE, NON-
INFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY PARTICULAR PURPOSE
(WHETHER OR NOT GasEDI KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN
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Copyright © 2000 by GasEDI, All Rights Reserved _ October 26, 2000

FACT AWARE OF ANY SUCH PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF
CUSTOM OR USAGE IN THE TRADE, OR BY COURSE OF DEALING. EACH USER OF THIS CONTRACT
. ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL GasEDI BE LIABLE FOR ANY DIRECT, SPECIAL

INCIDENTAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF ANY USE OF
THIS CONTRACT.. : S '
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SPECIAL PROVISIONS
To the
GasEDI Contract

These Special Provisions for (the "‘Spécia! Provisions™) attached to and forming a part of the Base

Contract for Short-Term Sale and Purchase of Natural Gas dated : (the “Base Contract” or

“Contract”) by and between Engage Energy Canada, L.P. (‘ENGAGE") and : (the
“Counterparty”). ' B

SPECIAL PROVISIONS INTERPRETATION

1.

If the terms of these Special Provisions conflict with the terms of the Base Contract, then the terms of

these Special Provisions shall prevail. Any definitions used in the Base Contract shall have the same
meaning in these Special Provisions. Sections referenced in these Special Provisions refer to a
Section of the General Terms and Conditions of the Base Contract, unless stated otherwise.

-Any reference to a Section-in these Special Provisions refers to a Séction of the General Terms and

Conditions attached to the Base Contract.

Notwithstanding the provisions of the Ba’sé Contract, prices may be quoted in Canadian dollars, volumes

of Gas may be measured in cubic metres and quantities of Gas may be measured in gigajoules.

SECTION 1 — PURPOSE AND PROCEDURES

Sectlions 1.2.is deleted in its entirety and replaced with the following:

“1.2.a The parties will use the following Transaction procedure. Any Gas purchase and sale
Transaction will be effectuated in an oral telephone conversation, with the offer and acceptance of all
essential terms constituting the agreement of the parties. The parties will be legally bound from the
time they so agree to such Transaction terms. Any such Transaction will be considered a "writing”
and to have been "signed”. The oral offer and acceptance will be recorded on Engage's electronic
laping system. ’

1.2.b Notwithstanding the foregoing sentence, the parties agree that the Confirming Party will
confirm a telephonic Transaction by sending the other party a Transaction Confirmation by facsimile,
or by mutually agreeable electronic means, no later than 5:00p.m.of the 3 Business Day after the
date of the oral offer and acceptance. ' :

1.2.c If the Confirming Party's Transaction Confirmation is materially different from the
receiving party's understanding of the oral agreement referred to in Section 1.2.a, then the receiving
party will notify the Confirming Party via facsimile by the Confirm Deadline. The failure of the receiving
party to so notify the Confirming Party by the Confirm Deadline constitutes further evidence of the
receiving party's agreement to the terms of the Transaction as described in the Confirmation.

1.2.d The entire agreement between the parties for 1hé particular Transaction in question will

be those provisions contained in: (i ) the oral or electronic agreement of the parties, (ii) the Base
Contract, (iii) the Transaction Confirmation, and (iv) these General Terms and Conditions. In the
event of a conflict between the oral or electronic agreement of the parties and a complete, delivered
and effective Transaction Confirmation, the latter prevails. In the event of a conflict among the terms
of: (i) such an effective Transaction Confirmation, (ii) the Base Contract, and (iii) these General Terms

i

and Conditions, the terms of the documents will govern in the priority listed in this sentence.

12.e All tape recordings of Transactions referenced in Section 1.3 below will be retained by
Engage in strict confidence as between the parties, secured from improper access. No Transaction

Weallnp0 Boontfile\engage_cda\prolomasigasedi-coversheetspedalprovisions-092001 doc
Cctober 29, 2001 - A .
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will be null and void if the taping sysfem malfunctions, as it then will be evidenced by the Transaction
Confirmation form and any related collaterat written records and documentation.”

SECTION 10 — FINANCIAL RESPONSIBILITY, DEFAULTS AND REMEDIES
Sections 10.1 is deleted in its entirety and replaced with thé_ foilowihg Seciiqns 10.1:

“10.1.a If a party (the "Requesting Party") at any time during the term of the Contract has
reasonable grounds for insecurity regarding the payment, performance or enforceability of any
obligation under the Contract, then upon written notice or oral notice on a taped line from the
Requesting Party, the other party (the "Assurance Party”) must assist in the Requesting Party's -

" reasonable financial review of the Assurance Party. The review may include, without limitation, the
delivery by the Assurance Party to the Requesting Party as promptly as possible, but in any event no
later than five (5) Business days after the date of the request, of annual reports which contain the
financial statements for the last completed fiscal year of the Assurance Party, as certified by
independent chartered accountants and prepared under generally accepted accounting principles,
plus the most recent unaudited quarterly financial statements in effect as of the date of the request,
plus any corporate restructuring, reorganization,. merger, consolidation, amalgamation applicable to
the Assurance Party or any other reasonable documentation and records as might be requested by
the Requesting Party. s :

10.1b As a precondition to the obligation of the Requesting Party to commence or continue
Transaction performance under this Contract, based on the Requesting Party's reasonable grounds
for insecurity referred to in Subsection 10.1(a) above and which may result from a review of the
materials requested under that Subsection, the Requesting Party may require the Assurance Party to
provide a form of Performance Assurance of that performance. If the Performance Assurance form
required is a written guarantee of performance (the “Guarantee” or any other form of credit support
by a third party (the “Credit Support Provider™), then the Credit Support Provider also must satisfy
the Requesting Party's reasonable financial review and approval, which may include prompt delivery
of the Credit Support Provider's financial statements or other reasonable documentation or records as
might be requested. Each Credit Support Provider must be specified in the Special Provisions on the
Cover sheet to the Contract, and any form of Guarantee or other form of credit support documentation
must be ‘authorized, signed and delivered prior to the date specified by the Requesting Party.

10.1.¢c The failure of Assurance Party to provide the assistance referred to'in Subsection 10.1.a

above shall be deemed to an Event of Defauit in the nature of a failure to perform a material obligation

under the Contract pursuant to Subsection (v) of the Event of Default definition, entitling the
" Requesting Party to the rights and remedies set out in Section 10.2 below.

10.1d Without limiting the generality of Subsections (a) and (b) above, the following provisions
establish a Credit Limit, as defined below, for each party. If at any time the Exposure of a party (lthe
"Exposed Party") is greater than a Credit Limit established for the other party (the "Posting Party”),
then the Posting Party will, within a three (3) Business Days after written demand by the Expased
Party, provide a form of additional Performance Assurance in the amount of such Exposure, and take
such steps as may be necessary to perfect a security interest in favor of the Exposed Party.

101e As used in this Section 10:

(i) "Exposure” means the amount equal to the Total Termination Payment that
would be due to the Exposed Party if there were to be an Event of Default
with respect to the Posting Party and the Exposed Party was to require a
Total Termination Payment.

(i) "Credit Limit” means:

(A) For Engage, the amount equal to the amount of Performance
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Assurance then in effect and delivered to ‘ihe Counterparty by
Engage orit's Credit Support Provider;

(B) For the Counterparty, the amount equal to the amount of
Performance Assurance then in effect and delivered to Engage
by the Counterparry or it's Credit Support Provider;

but upon the occurrence of an Event of Default or a Material Adverse
Change with respect to a Posting Party or its Credit Support Provider, the
Credit Limit for the Posting Party shall be zero [$D)

(i) "Material Adverse Change" with respect to:

(A) Engage, means the downgrading of any unsecured, long-term, senior
debt of its Credit Support Provider, such that the debt is rated ’
“BBB-", its equivalent, or below, by Standard & Poors or “Baa3”,.
its equivalent, or below, by Moody's Investors Service, Inc.;

(B) Counterpany means the downgrading of any unsecured Iong -term,
senior debt of its Credit Support Provider, such that the debt is
rated "BBB-", its equivalent, or below, by Standard & Poors or
“Baa3d”, ils equwaiem or below by Moody's Investors .Service,
Inc;

Section 10.6 is deleted in its entirety and replaced with the following:

“10.6.a. Each party under the Contract and in equity reserves to itself all set off, countercfasms
combination of accounts, and other remedies and defenses with respect to any and all Transacl:on
payments, receivables, liquidated sums, accounts, Total Termination Payment and Liquidation
Amounts, or any other form of payment or crystallized indemnify obligations under this Contract and
any and all Transactions, and under any other form of energy commodity or forward contract or
agreement between the parties. .

10.6.b The parties may agree that the provisions of this Section 10 will apply to one or more
selected designated affiliates or subsidiaries of an Assurance Party (the “Specified Entity”). If the
patrties so mutually agree, then:

(i) ~ -Each Specified Entity will be designated in the Special Provisions of the Cover sheel of Contract;

(i) The Non Defaulting Party will have the rights specified in this Section 10 if the Specified Entity or
its Credit Support Provider commits or causes any act in the nature of an Event of Default
under any form of agreement with the Non Defaulting Party or it's Specified Entity.

10.6.c The parties acknowledge and confirm that the Contract, any and all Transactzons and any
Guarantees or other Credit Support Provider documentation, each and together constitute an “eligible
-financial contact” under any and all interpretations and applications related and with respect to the
Bankruptcy and Insolvency Act (Canada), the Companies’ Creditors Arrangement Act
‘(Canada) , and the Winding—up and Restructuring Act (Canada), as may be amended, restated,
replaced or re-enacted from time to time, and will be treated as such under those statutes and in any
and all proceedings under the authority of those statutes or otherwise, related to any bankruptcy,

insolvency or any other such applicable laws, or any refated or forthcoming ruling, order, directive or
pronouncement.” .

SECTION 11 - FORCE MAJEURE
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Section 11.2is deleted in its entirety and replaced with the following:

- "11.2."Force Majeure” means and is limited to one or more of the following events beyond the -control
-of a party, and which causes that party to be unable to perform one or more Transaction obligations
under this Contract: :

(i) interruption, curtailment or proration&ng of firm transportation and/or storage by a Transporter,
whether or not the Transporter formally declarés force majeure in accordance with the
provisions of any applicable transportation capacity tariff, or general terms and conditions;

(if) the implementation as of the_éﬂeciive date of a court order, law, statute, ordinance, or regulation
by a governmental or regulatory. authority having jurisdiction. ' :

Seller and Buyer shall make reasonable efforts to avoid the adverse impacts of a Force Majeure event
and to resolve the event or occurrence once it has occurred in order to resume performance. ‘A event of
Force Majeure is the only excuse under the Contract and any Transaction for non performance of a
Firm obligation, and all other excuses or events at law or in equity are waived.” :

EXHIBIT_ A - TRANSACTION CONFIRMATION

Exhibit “A” attached to the General Terms and Conditions is deleted in its entirety and replaced with the
Exhibit “A” attached to these Special Provisions.




s A=)

Page 8
EXHIBITA
GAS TRANSACTION CONFIRMATION

1. BUYER: SELLER: GAS TﬁANS. DATE FORM

AGT. # DELIVERED:

EFF. DATE: :
2. DETAILS OF TRANSACTIONS:
Trans Start End Quantity/day Commedity Price & | Qual. of Service | Del. Point Del. Pipe Rec. Pipe
.No. Date/Time Date/Time (MMBtu,GJ,cu. - ~ Currency g (Int, Firm or i ;

metres, or mcf) (CS or US3) EFP)
) {See 3. Below)

T :
2.
i
3. Special Provisions, Including Price Details (if any):
4. Addresses, Operations AND Billings and Payment Information:
Engage Energy Canada, L._P,.('Engage'} ("Customer")

2200, 425 — 1 Street S.W.

Calgary, Alberta

12P318

Marketing Representative Name: Marketing Representative Name:
Phone: Phone:

Fax: Fax:

| Fax:

Operations Contact:
Phone:

Accounting Contact:
Phone:
Fax

Operations Contact:
Phone:
Fax:

Accounting Contact
Phone:
Fax

Wire Transfer Acct:

Wire Transfer Acct:

5. {a)

(b)

(c}

The above are the essential binding terms of the transaction in question. If a formal master physical
agreement is in effect between the parties, then the above confirmation terms are subject to that
agreement. In the event of any conflict between this transaction and the terms of the formal agreement,
the terms above prevail. If no formal agreement exists, then the parties will finalize and sign one, failing
which this transaction remains binding on the parties. Upon finalizing that agreement, the above
transaction will form a part of, and be subject to, that formal agreement. .

If the customer notes any discrepancy between the provisions as orally agreéd to and the above, please {
Engage within two (2) Business Days of delivery of this form. After that, all provisions will be presumed
to be correct. '

Any currency conversions shall be done using the Bank of Canada noon rate on the 10™ calendar day d
inveice month (or the Bank of Canada noon rate on the immediately previous business day if the 10"

calendar day fails on a non-business day).

ealinpOTicontilelengage_cda\prolormasgasedi-coversheetspecialprovisions-092001 doc
October 29, 2001 - R




EXHIBIT B

= N AG E
' Engage Energy Canada, L.P.

2200, 425 - 1* Street S.W.
Calgary, AB T2P 3L8

BANKING INSTRUCTIONS

CANADIAN DOLLARS

SWIFT

Intermediary Bank: Royal Bank of Canada, Toronto
SWIFT CODE: ROYCCAT?2
Beneficiary Bank: Bank One Canada
SWIFT CODE: NBDDCATT
ABA No.: 07172 1000017

Beneficiary Account Name: Engage Energy Canada, L.P.

Beneficiary Account No.: 4653708

ELECTRONIC FUNDS TRANSFER (EFT)
Bank One Canada
BCE Place P.O Box 613
Suite 4240, 161 Bay Street
Toronto Ontario MSJ 251

Transit / Bank Number: 0270 00012

Beneficiary Account Name: Engage Energy Canada, L.P.
Beneficiary Account No.: 4653708

UNITED STATES DOLLARS

VIA US FED WIRE

Bank One N.A. - Chicago, IL
ABA No.: 071000013

Beneficiary Account Name: Engage Energy Canada, L.P.
Beneficiary Account No.: 1037159

VIA INTERNATIONAL SWIFT

Bank One N.A. ~ Chicago, IL

SWIFT CODE: FNBC US44 (For foreign wires only- i.e. originating outside of the us)

Beneficiary Account Name: Engage Energy Canada, L.P.
Beneficiary Account No.: 1037159

Page 9
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AMENDED AND RESTATED
NATURAL CAS SALES AGREEMENT

THIS AGREEMENT is made as of August 17, 1994,

BETWEEN:
WESTCOAST CAS SERVICES INC., a body corporate with an office in the City
of Calgary, in the Province of Alberta (herein referred to as “Seller™)
OF THE FIRST PART
AND

- -

CASCADE NATURAL GAS CORPORATION, a body corporate with an office
in the City of Seattle, in the State of Washington (herein referred to as "Buyer")

-OF THE SECOND PART

WHEREAS, Westcoast Energy, Inc. ("WEI") and Northwest Pipeline Corporation
("Northwest") are parties to a gas sales agreement dated September 23, 1960, as amended (the
"Kingsgate Gas Sales Agreement") '

’

AND WHEREAS, Northwest purchased gas under the Kingsgate Gas Sales
Agreement for resale to customers including Buyer;

AND WHEREAS, Seller is the successor by amalgamation to CHMI;

- AND WHEREAS, the Kingsgate Gas Sales Agreement has been assigned to
Canadian Hydrocarbons Marketing Inc. ("CHMI") by Westcoast Energy Marketing Limited ("WEML"),
after WEI had assigned it to WEML, and those assignments have been consented to by Northwest:;

AND WHEREAS, pursuant to an Assignment and Amendment of the Kingsgate
Gas Sales Agreement dated September 30, 1991 (the "Kingsgate Assignment"), Northwest assigned
to Buyer a 21.849% share of the Kingsgate Gas Sales Agreement subject to Northwest's acceptance
of a FERC Certificate Order authorizing the abandonment of Northwest’s currently authorized safes
service agreements and the granting of a DOE/OFE approval of, either, the assignment of Northwest'<
import authority to Buyer, or Buyer’s application for an import authorization;

——

AND WHEREAS, the conditions in the recital immediately above have now-
been satisfied such that the assignment to Buyer has become effective; -

AND WHEREAS, the Kingsgate Assignment under Section 9 allowed for the
renegotiation of certain provisions under the Kingsgare Gas Sales Agreement;
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AND WHEREAS, pursuant to the implementation of me
compliance with Order 636 and the related abandonment of Northwest's merchant sales service
function, Buyer and Seller have reached an agreement for the direct sale of gas from Buyer to Seller,
which agreement will replace and substitute for the Kingsgate Gas Sales Agreement;

asures by Northwest in

NOW THEREFORE, THIS AGREEMENT WITNESSES THAT in consideration of
the premises and the mutual Covenants and conditions ‘containéd in it, the parties agree as follows:

ARTICLET gl
DEFINITIONS AND INTERPREFATION
\
1.1 - Definitions 3

\

\

In this Agreement, including the recitals, the fSpring words and terms shali
have the following meanings ascribed thereto-

a. "AAA” shall mean the American Arbitration Association or any successor thereto;
b "ANG" means Alberta Natural Gas Company Ltd. or any successor theretc;;
C. "ANG Transportation Agreement" shall mean the Amending Service Agreement made and

entered into between WE| and ANG dated July 1, 1991, under which ANG on behalf of

WEI agreed to transport through its pipeline facilities on a firm basis up to 4,523 10°m’
of gas per day;

d. "ANG Commodity Charges" shall mean the total ANG variable charge amounts, as more
particularly defined and determined in accordance with Section 7.5 below; :

e. "ANG Commodity Rate" shall mean the variable per unit monthly rate payable to ANG

in respect of the transportation of gas under the ANG Transportation Agreement, from the
Nova Delivery Point to the Delivery Point;

f. "ANG Demand Charges" shall mean the total demand charge amounts related to the ANG

Transportation Agreement, as more particularly defined and determined in accordance
with Section 7.4 below:;

g "ANG Heating Value” shall mean the average monthly heating value, as determined by
ANG and converted to MMBW/10°m?, of all gas which is delivered at the Delivery Point,
as that heating value is published by ANG in its monthly allocation statement;

h. "Affiliates” shall mean, in regard to either party, any person directly or indirectly
controlling, controlled by or under common control with the party; and the term”control”
shall mean the possession, directly or indirectly, of the power to direct or cause the

direction of the management and policies of the person, whether through ownership of
voting securities, by contract or otherwisa:

——

i "Agreement” shall mean this contract between the parties:

guuy
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“Arbitral Institution” shal mean either the AAA or the BCICAC as determined pursuant
IG the provisions of Section 16.2 below, or 17.2 in the case of Final Offer Arbitration:

"BCICAC” shall mean the British Columbiz International Commercial

Arbitration Centre
Or any successor thereto;

F) from Sixty
1°F) at a constant absolute
14.73) pounds per square inch:

degrees Fahrenheit (60°F) to sixty-one degrees Fahrenheir (6
pressure of fourteen and seventy-three one hundredths |

statutory or legal holidays under the laws of ejther the Province of Alberta or the State of
Washington;

“Canadian Regulatory Authorities” shall mean each governmental agency or other

governmental authority in Canada, which now has, or in the future may have, jurisdiction

over the matter in question, relating to the production, movement sale, removal or export
of gas to be sold and purchased hereunder, including without limitation, the NEB, the

"cubic foot" shall mean that volume of gas which at 3 temperature of sixty degrees
Fahrenheit (60°F) and at an absolute pressure of fourteen and. seventy-three hundredths
(14.73) pounds per square inch, occupies one (1) cubic foot of space;

“cubic metre” or "m™ shall mean that volume of gas which at a temperature of fifteen
degrees Celsius (15°C) and atan absolute pressure of one hundred and one and three

hundred and twen ty-five thousandths (107 3 25) kilopascals, occupies one (1) cubic metre
of space;

"Daily Contract Quantity" or "DCQ" shall mean- the daily quantity of gas, equal to
27,037 MMBtu per day;

"Date of First Delivery” shall mean the day and date upon which the purchase and sale

of gas under this Agreement is to commence, as more particularly specified under
Subsection 11.1 c. beiow; :
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ab.

ac.

ad.

dae.

af.

ag.

ah.
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“day" shall mean a period of twenty-four (24) consecutive hours beginning at the hour,
as may be agreed to, from time to time, by ANG and PGT for the commencement of 3
day for gas export deliveries to PGT on-one day and ending at the same hour on the
following day, which Currently is 7:00 a.m. Pacific Standard Time. The reference for any
day shall be the ‘calendar date upon which the twenty-four hour period shall commence:

"Delivery Point” shall mean the point of interconnection between
of ANG and PGT located on the international boundary between
the State of Idaho near Kingsgate, British Columbia;

"DOE" shall mean the United States Department of Energy, Office of Fossi] Energy;

"ERCB" shall mean the Alberta Energy Resources Conservation Board or any successor
thereto;

"Exchange Rate" shall mean the daily spot exchange rate, expressed as $U.S/$7.00 Cdn.,

as applicable to the exchange of Canadian dollars for U.S. dollars, in effect at noon -

Calgary time, as quoted by the Canadian Imperial Bank of Commercez_ Bow Valley
Square 2 Branch, Calgary, Alberta;

"Field Receipt Points" shal] mean the upstream field réceipt points on the Nova system
under the Nova Transpor!ation_ Agreements, wheare gas is delivered into the facilities of

"Final Offer Arbitration™ shall mean any arbitration proceedings respecting the

redetermination of the Gas Commodity Price conducted in accordance with Article 17
below;

"gas" shall mean natural and/or residue gas which complies with the quality specifications
of ANG for delivery into that pipeline system at the Delivery Point;

"Gas Commodity Charges" shall mean the total gas commodity charge amounts
determined in accordance with Section 7.7 below;

"Gas Commodity Price” shal| mean the per unit gas commodity price determined in
accordance with Sections 7.8, or 7.14 below, as applicable;

"g1gajoule” or “GJ* shall mean one billion (1,000,000,000) joules;

EST shall mean any taxes as provided for in the Excise Tax Act, R.S.C. 1985 c. E-15,
as amended or any successor or parallel provincial or Canadian federal legislation that is

intended to impose a tax on the recipient of goods or services which may be supplied
under this Agreement; '

"Inflation Index" shall mean the Consumer Price Index published by Statistics Canada for
“The period referenced;

“Invoice Date” shall mean, for each month, the Business Day which is closest to the
fifteenth (15th) day of that month, and if two Business Days are equally close 10 the
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flifteenth {13th) day of that month the Invoice Date shall be the earlier Business Day;

ai. “joule”™ or "J" shall mean the amount of work done when the point of application of 3
force of one (1) newton is displaced a distance of one (1) metre in the direction of the
force; '

aj. "Kingsgate Administration Charges" shall mean the administration charge amounts

determined in accordance with Section 7.11 below:

ak. “Kingsgate Administration Fee" shall mean the per unit administration fee amount
' specified in Section 7.12 below, and recalculated from time to time in accordance with
Section 7.13 below: .

al. "megajoule” or "MJ" shall mean one million (1,000,000) joutes:
-am. "MMBtu" shall mean one million (1,000,000) British thermal units;
an. "month” shall mean a period commencing at 0700 hours Pacific Standard Time on. the

succeeding calendar month:

ao. "Monthly Sales Quantity" shall mean, for any m‘onth, the -quantity o;‘ gas, expressed in
MMBtu’s, which Seller sold and delivered to Buyer hereunder during that month; |

ap. "NEB" shall mean the National Energy Board of Canada Or any successor thereto;

aq. “Northwest" shall mean Northwest Pipeline Corporation or any successor thereto;

ar. "Nova" shall mean NOVA Corporafion of Alberta or any successor thereto;

as. “Nova Commodity Charges” shall mean the totaj Nova variable charge amounts, as more

particularly defined and determined in accordance with Section 7.3 below;
at. "Nova Commodity Rate" shall mean the variable per unit monthly rate payable to Nova

Field Receipt Points to the Nova Delivery Point;

au. "Nova Delivery Point” shall mean the point of interconnection between the pipeline
facilities of Nova and ANG located at or near Coleman, Alberta:

av, "Nova Demand Charges” shall mean the total demand charge amounts related to the
Nova Transportation Agreements, as mare particularly defined and determined in
accordance with Section 7.2 belo 5
aw. "Nova Transportation Agreements" shall mean the firm receipt point {("FSR™) and non-
" prorateable delivery point (*FSD") service agreements with Nova, entered into by Seller,
Seller’s Suppliers, Pan-Alberta, or suppliers to any or all of them, which will allow for the
firm transportation on the Nova system from the Field Receipt Points to the Nova Delivery
Point of a daily quantity of gas at least equal to the DCQ;
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"Pan-Alberta” shall mean Pan-Alberta Gas (td. Or any successor thereto, as the principal
Seller Supplier as of the date hereof, under the Pan-Alberta Agreement;

"Pan-Alberta Agreement® shall mean the Gas Purchase Agreement between Seller and

Pan-Alberta dated August 17, 1994, under which Seller purchases gas from Pan-Alberz

at the Nova Delivery Point for redelivery 1o Buyer under this Agreement;

"party"” or "parties” shall, as the context required, mean Seller, or Buyer, or both of them;
"Payment Due Date" shal| mean, for each month, the later of the date which is ten (10)
days following the day on which Buyer receives an invo;

fifth (25th) day of that month, but if either of those

“person” shall include an individual, 3 body Corporate, a partnership, an unincorporated
syndicate, an unincorporated Organization, an unincorporated asseciation or 3
government, or any agency or political subdivision of any of them;

"PGT" shall mean Pacific Gas Tt

“Seller’s Suppliers” shall mean suppliers of gas to Seller

for redelivery to Buyer under this
Agreement, and includes Pan-Alberta under the provisio

ns of the Pan-Alberta Agreement;

“Supplier Demand Charges” shall mean the deman

d charge amounts determined in
accordance with Section 7.09 below:

w, which is a unitized proxy for the costs incurred by
Seller’s Suppliers to construct and operate the 8as gathering and processing facilities,

"Supply Failure* shall mean the failure of Seller 1o deliver the quantity of gas nominated
by Buyer on any day up to the BCQ, and for which Seller was obligated to deliver,
except to the extent that the failyre to defiver occurred due to an event of Force Majeure

" Tas defined in this Agreement, or due 1o the suspension of deliveries by Seller as the

exercise of Seller's rights for Buyer's failure to pay, as referenced in subsection 13.4(b)
below;
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bj. “Term" shall mean the pericd of time 83s is to be purchased and sold under this
Agreement, as sgecified in Subsection 171 b. below:

bk. "U.S. Regulatory Authorities” shall mean each Federa| of State governmenta| agency or
other governmental authority in the United States which now has, or in the future may
have, jurisdiction over the movement, sale, transportation or import of gas sold and

purchased hereunder, including without limitation, the Federa] Energy Regufatory
Commission and the DOE; and

bi. "1 shali msan one thousand (1,000) cubic metres.

1.2 : Headings

. The division of this Agreement into Articles, Sections, Subsections and
Paragraphs or any other divisions, and the inclusion of the various headings, are for convenience of
reference only and shall not affect the interpretation or construction of this Agreement.

1.3 Interpretation

Whenever the singular or mascufine or neuter is used in this Agreement the
same shall be construed as meaning plural, or feminine, or Eody politic, or Corporate and vice verss
where the context or the parties hereto so require.

1.4 Hereof, etc.

Referencesto “Articles" "Secti ons”, "Subsections* or "Paragraphs” are references
to the Afticles, Sections, Subsections and Paragraphs of this Agreement. Words such as “hereunder”,
"hereto” and "herein" and similar Expressions shall refer to the whole of this Agreement and not to
any particular Article, Section, Subsection or Paragraph hereof.

IT-S Industry Usage

Any word, phrase or expression that is not defined in this Agreement and that
has a generally accepted meaning in the custom and usage in the natural gas industry in North
America shall have that meaning in this Agreement.

1.6 Currency

Unless indicated otherwisa, I references to "dollars” or *$" in this Agreement
shall be references tqo amounts expressed in United States Currency.

ARTICLE 2
LONG TERM AUTHORIZATIONS

24 T ERCB Long Term Removal Permijt

Seller represents and warrants that Pan-Alberta is the permittee under long term
Cas Removal Permit No. GRB7-236 issued by the ERCB, which remains in full force and effect and

014



in good standing, and authorizes Pan-Albena to remove gas from Alb
Seller under the Pan-Alberta Agreement at the Nova Delivery Point for
at the Delivery Point.

€3 and sell and deliver it to
resale and redelivery 1o Buyer

2.2 NEB Long Term Export Licence
Seller represents and warrants that:

a. it was the licence holder under long term Export Licence No. Gt-
which authorized Seller [0 export gas from Canada at the De|
Kingsgate Gas Sales Agreement;

131 issued by the NEB
ivery Point under the

b. by NEB order No. RO-GL-131 issued January 5, 1994, Export Licence No. GL-137 has
been revoked, and new Export Licence No. GL-224 has been issued to Seller authorizing
Seller to export 83s from Canada at the Delivery Point to Buyer.

23 Long Term import Authorization

Buyer represents and warrants that it has been granted an assignment of a pro
rata portion of Northwest’s rights under DOE long term import authorization Order No. 664 dated
September 9, 1392, which remains in ful| force and effect and in good standing and authorizes

Buyer to import gas into the United States at the Delivery Point under the Kingsgate Gas Sajes
Agreem_ent.

24 Further Applications

a. Seller represents and warrants that it will make, or cause Pan-Alberta to make,

applications to the ERCB and the Government of Alberta, required t
appropriately replace long term Gas Removal Permit No. G'R87-236,
to authorize the sale and removal of gas by Seller at the Nova Delj
and redelivery to Buyer under this Agreement for the Term.

0 amend, renew or
as may be necessary
very Point for resale

NEB and the Government of Canada, required to.obtain any applicable NEB consents
related to, or amendments of Export Licence No. GL-

the sale and export of gas to be made to Buyer under this Agreement for the Term.

»

25 Producer Support

a. Buyer and Seller acknowledge that, pursuant to the provisions of the Pan-Alberta

: TAgreement, Pan-Alberta is required to obtain the requisite long term producer support for,
and the approval of, the sale and removal of gas to Seller under the Pan-Albena
Agreement for resale to Buyer under this Agreement.

226, as may be necessary to enable-

Wwiuln
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b. Seller represents and warmants that it will cayse Pan
submissions to its pool producers, seeking for the Term t
sale and removal of gas to Seller for resale to Buyer und

-Alberta to make all requisite

hat support and approvai for the
er this Agresment.

2.6 Diligent Efforts .

Each party shall at its own expense yse diligent efforts, to the extent that it is
' make the applications required by Sections 2 4 and 2.5 above, and shal| keep
the other party advised as to their progress. Seller and Buyer shal| cooperate with each other so as
to assist each other in obtaining the required renewed or amended authorizations. Fach party shail,
at the request of the other, provide reasonable technical assistance and support in the preparation
of any applications, and shall supply qualified personnet to provide supportive evidence before any
regulatory proceeding in respect of the subject market and transportation arrangements,

27 Prior Review

Prior to applying for or amending any long-term certificate, permit, licence or
authorization necessary for the transactions contemplated by this Agreement, each party shall alfow
the other party the opportunity to review and comment on the application if so desired. ”
desiring such review fails to provide any comments within 15 da
it shall be deemed to have approved the application text, Any comments received from a reviewing
party within the 15 day period shall be incorporated to the extent reasonably possible, if in the
opinion of the applicant the comments do not adversely impact upon such application.

2.8  Approval of Authorizations

Upon receipt by either party, on terms and conditions satisfactory to the
applicant party, of any required renewal or amendment of its respective long-term certificates,
permits, licences or authorizations referred to in Section 2.4 or Section 2.5, that party (the
"Transmitting Party") shall promptly transmit to the other party (the "Receiving Party") a copy of the
applicable long-term certificate, permit, licence or authorization. If the terms and conditions of the
long-term certificate, permit, licence or authorization are, for any reason, not satisf:

Receiving Party acting reasonably, then within fifteen (15) days of its receipt the Receiving Party shall
SO notify the Transmitting Party, sefting forth its reasons for the terms and conditions not being

to be an acceptance by the Receiving Party of the subject terms and conditions. FEither party’s

zation or any

arty in its sole discretion, acting
reasonably.

2.9 Denial of Authorization

_ If any application made by either party for the renewal or amendment of a
long-term certificate, permit, licence or other authorization referred to in Section 2.4 or Section 2.3
is denied, that party shall promptly 5o notify the other party. )

Idois
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If, by November 1, 1994, all long-term authorizations s
and 2.5 above have not been obtained, then the parties shall use aiJ reasonable efforts (g perform
the safe and purchase of gas under this Agreement pursuant to shott term or interim authorizations
pending the obtainment of the Jast of any outstanding long-term authorization. f, by January 1, 1995
the last of the outstanding long-term authorizations have not been Obtained, then this Agreement
shall terminate, unless the parties agree to continue the sale of any purcha
Agreement pursuant to the subject short term or interim authorizations, which then shall pe
maintained and renewed from time to time on 3 timely basis. In the event of termination of this
Agreement pursuant to this Section 2.10, the parties shall continye to be bound by the provisions
of the Kingsgate Gas Sales Agreement, subject to the amendment or renewal of a5

required to be obtained from any applicable Canadian Regulatory Authorities or .S, Regulatory
Authorities. : ' '

pecified in Sections 2 4

2.11 Maintenance of Authorizations

Subsequent to the obtainment 6f an authorization, the applicant party shalf yse
all reasonable efforts to maintain’ or renew it as applicable, or cause jt to be so mainfained and
fi

dior7

renewed, in good standing and in full force and effect to enable gas to be purchased and sold for

the Term under this Agreement. -

ARTICLE 3
- TRANSPORTATION MATTERS

3.1 - Seller’s Arrangements

Seller hereby represents and warrants to Buyer that:

a the Nova Transportation Agreements have been entered into which will allow for the firm
transportation on the Nova system to the Nova Delivery Point, of 3 daily quantity of gas
at least equal to the DCQ; and

b. it is shipper in the first instance, or made sufficient contractual arrangements with WEI,

which will allow for the firm transportation on the ANG system, from the Nova Delivery
Point to the Delivery Point, of 3 daily Quantity of gas at Jeast equal to the DCQ.

During the Term, Seller agrees (o cause Pan-Alberta and Seller’s other Seller’s
Suppliers to always maintain sufficient Nova firm fransportation service, and Seller agrees to always
maintain sufficient ANG firm transportation service, each of which will allow for the firm

transportation of a quantity of gas ar least equal to the DCQ from the Field Receipt Points to the
Delivery Point for the benefit of Buyer.



3z Buyer’s Arrangements

Buyer hereby represents and warrants to Seller that it has entered into and wij|
maintain during the Term, firm fransportation agreements with PGT and any other transporters which
will allow for the firm. transportation from the Delivery Point to the facilities of Buvyer, of a daily

33 Use of Seller’s Transportation Arrangements .

la the event of a Supply Failure, Buyer shall have the first right to utilize that
portion of the ANG Transportation Agreement and the "F§D* delivery point Portion of the Nova

Regulatory Authorities, by ANG, and by Nova, as applicable The portion which Buyer will be
entitled to utilize on any day during a Supply Failure shall be the percentage determined in

Percentage of Firm Service = A-B X 100% -
Available to Buyer A

where:  "A" s the quantity of gas, expressed in MMBtu’s, equal to the quantity that

"B” is the quantity of gas, expressed in MMBL(’s supplied by Seller on that day.

Buyer shall pay Seller for all ANG and Nova transportation charges associated with the capacity so
utilized by Buyer, including without limitation alt demand, commiedity, taxes and fuel gas costs and
. charges. In determining the amount of the ANG and Nova transportation charges for which Buyer
is to pay Seller, all ANG and Nova demand charges shall be converted to a pu

re volumetric amount
by utilizing an assumed load factor of one hundred percent (100 %)

34 Change in Transportation Tolls and Tariffs

necessary to incorporate the change or revision. Under the provisions of Article 7 below, Buyer
shall pay for any toll cost or charge increases and similarly shall be entitled to any toll cost or charge



3.5 Transportation Penalties

Any tariff penalties payable to Nova, ANG or PGT for any reason, including
but not limited 10 a failure to purchase gas nominated or a failure to supply gas so nominated, shajl
be borne by the party causing that penalty to be incurred. tf both parties have Caused the penaity
to be incurred, the penalty shail be allocated based on each party’s proportional share of the
Causation. Nothing in this Section 3.5 waives or compromises either party”
defend any proposed penalty assessed by Nova, ANG, Northwest or PCT.

ARTICLE 4
QUANTITY OF GAS

4.1 ' Obligation to Sell and Deliver

Subject to the provisions of this Agreement, Seller represents and warrants to
Buyer that, commencing on the Date of First Delivery and contin uing each. day for
will sell and deliver to Buyer on a firm basis, at the Delivery Point, the quantity of gas which Buyer
requests Seller to deliver on that day up to the DCQ, except if Seller cannot make such deliveries

4.2 Nominations

a. Buyer shall provide a notice to PGT of its nomination of the quantity of gas which PGT,
on behalf of Buyer, wilf request ANG, on behalf of Seller, to deliver on any day under
this Agreement. Subject to tariff minimum notice requirements, a nomination received -

applicable nomination for that specified day. A nomination not received as above shall
be effective at the commencement of the day next following the specified day.
Nominations may be delivered orally and subsequently confirmed by written notice.

4.3 Mintmum Purchase Quantity

a. Duriﬂg the period from August 17, 1994 to November 1, 1994, and for each Contract

Year commencing on November 1, 1994, Buyer shall purchase from Seller at the Delivery

Point, or if not purchased and taken, shall nevertheless pay for at the Gas Commodity

Price specified in Section 7.10 as in eifect on the last day of the period, a minimum
~-quantity of gas which shall be equal to:

(1) 865,184 MMBtu, for the August 17, 1994 to November 1, 1994
pertod; and

the Term, Seller -
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{i1) 4,136,661 MMBtu for each subsequent Contract Year during the Term.

b. The positive difference, if any, between the minimum quantity specified in each clause
of Subsection (a) above and the quantity actually purchased and taken by Buyer during
the specified period shail be paid for by Buyer within sixty (60) days following the {ast
day of the specified period, at the'Gas Commodity Price as in effect on the last day of that

ARTICLE 5
QUALITY AND MEASUREMENT

5.1 ANG Quality and Pressure Standards

The gas
of ANG for gas delivered at the Delivery Poing, including without limitation, minimum heating value,

delivery pressure, temperature, and all other similar quality standards and specifications as set out

in ANG’s tariff, as amended from time to time.

5.2 Delivery in a Common Stream

g - ——

Buyer and Seller each recognize that the gas to be sold and purchased at the -

Delivery Point will be from a commingled stream of gas being transported on the pipeline system
facilities of Nova and ANG, for redelivery in to the PGT pipeline system.

53 ANG Measurements

as amended from time to time, at the meters installed, operated and maintained by ANG at the
Delivery Point. The heating value of the delivered gas shail be the ANG Heating Value, determined
' all other volume, quality and

heating value measurements as made by ANG shall be final and binding upon the parties and
utilized for all purposes of this Agreement.

5.4 Measurement Standards

) The standards of measurement and the meter testing procedures shall be those
of ANG 3s set out in its tariff, as amended from time to time. Upon the request of Buyer, Seller shall
exercise its rights under the ANG Transportation Agreement to witness tests to be conducted by ANG
" to verify the accuracy of ANG's measuring equipment, or to request ANG to conduct tests to verify

the accuracy of such equipment. Buyer shall reimburse Seller for any expense associated with such
request to the extent that Seller is obligated to reimburse ANG. Upon the request of Buyer, Seller
shall request of ANG that 3 répresentative of Buyer be allowed to witness any such tests.

5.5 Unit Conversions



o o2t

. Such conversions ag

H UNits 10 10°'m? units for the
purpose of determining the Converted Monthly Contract Quantity and the related demang charge

payment calculations under this Agreement.

ARTICLE ¢
POSSESSION, TITLE AND WARRANTY

6.1 Transfer of Title

Delivery of gas by Seller to Buyer shall be at the Delivery Point. Possession
and title to the gas so delivered shalj pass from Seller to Buyer at the Delivery Point. Selfer shatl be
responsible for making all arrangements necessary to transport and deliver 8as (o the Delivery Point
and Buyer will be responsible for making al} arrangements necessary to receive and transport gag
from the Delivery Point. Other than as contemplated herein, 3| COsts and expenses of delivering

the gas to the Delivery Point shall be paid by Seller and alj Costs and expenses of transporting the -
gas beyond the Delivery Point shall be borne by Buyer. -

- ..

6.2 Risk

As between the parties, Seller shall be deemed to be in exclusive contro} and
to be sold h

possession of the gas € sold hereunder and responsible for any loss, damage or injury caused
thereby until the gas is delivered ‘at the Oelivery Point, at which time and point Buyer shall be

deemed to be in_exclusive contro| and possession of the 8as and thereafter responsible for any loss,
damage or injury caused by it. :

6.3 Title and Indemunity

» losses, expenses or damages arising from or out of any adverse claims by any
or all persons to the gas delivered hereunder which relate to matters occurring pri

and title to the 8as passing to Buyer. Buyer agrees to indemnify Seller and save it harmiess against
all suits, claims, actions, debts, accounts, costs

any adverse claims by any or all Persons to the gas which relate to matters occurring
and title to the £as passes to Buyer.

ARTICLE 7
CAS SALES REVENUES

~1
'
-

Total Amounts to be Paid to Seller

The total amounts for a month to be paid by Buyer to Selfer for the quantity
of gas soid and delivered by Seller to Buyer under this Agreement for the immediately preceding
month shall be the sum of- the Nova Demang Charges, the ANG Demand Charges, the Nova
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Commodity Charges, the ANG Commodity Charges, the Gas Commodity Charges,

the Supplier
Oemand Charges and the Kingsgate Administration Charges, all of which are set forth |

n this Article.

7.2 Nova Demand Charges

The transportation service monthly demand charges amounts to be paid by

Buyer to Seller in respect of the Nova Transportation Agreements (the "Nova Demand Charges")
shall be equal to the sum of-

i% the quantity of receipt point ("FSR") contract demand Capacity, equal to the
Daily Contract Quantity, multiplied by one hundred and forty percent (140%),
multiplied by the Nova receipt point ("FSR"} firm service monthly demand

charge calculated under Nova’s toll schedules of its tariff, as amended from
time to time (the "Nova Toll Schedule”): plus

. the quantity of delivery point ("FSD") contract demand capacity, equal to the
Daily Contract Quantity, muitiplied by the Nova delivery paint ("FSD") firm
service monthly demand charge calculated under the Nova Toll Schedule.

73 Nova Commodity Charges

The transportation service monthly commodity charge amounts to be paid by
Buyer to Seller in respect of the Nova Transportation Agreements (the "Nova Commodity Charges")
shall be equal to the Nova Commadity Rate muitiplied by the Converted Monthly Sales Quantity.

74 ANG Demand Charges

The transportation service monthly demand charge amounts to be paid by Buyer
to Seller in respect of the ANG Transportation Agreement (the "ANG Demand Charges") shall be

equal to the product of the monthly demand charge calculated under the ANG rates and charges
schedules of its tariff multiplied by the Daily Contract Quantity.

7 i ANG Commodity Charges

The transportation service monthly commodity charge amounts to be paid by
Buyer to Seller in respect of the ANG Transportation Agreement (the "ANG Commodity Charges")

shall be equal to the ANG Commodity Rate muitiplied by the Converted Menthly Sales Quantity.

7.6 Demand Charges Payment

gardless of
month, and
is due to an

whether or not Buyer is nominating or has nominated gas under this Agreement for the
regardless of whether or not the reason for which Buyer is or has not so nominated
event of Force Majeure as claimed by Buyer.

WLz
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LT Cas Commodity Charges

The Cas Commodity Charges, to be paid each month,

. shall be an amount
determined in accordance with the following formyla-

Cas - Gas X Monthly
Commodi Y i o Commodity Sales
Charges Price Quantity
7.8 Cas Commodity Price
a The Gas Commodity Price to be paid for gas delivered each month of the period

gas from the "Rocky Mountain™ and "Canadian Border" designated supply sources into
the Northwest pipeline system, a5 those prices are provided in the publication entitled,
"Inside F.ER.Cs Gas Market Report” ip the table entitled, "PRICES ‘OF SPOT GAs
DELIVERED TO P!PELINES.--,...(per MMBtu dry), under the "Northwest Pipeline Corp”

entry.

b. . The reference publication issue to determine the Gas Commodity Price for a month shall
be the first issue which is published after the first day of the month.

.C. ~ The percentage of the Index Price shall be determined based .on the Quantity of gas

purchased by Buyer under this Agreement during a specified period, in accordance with

the following table.

“INDEX PRICE" PERCENTAGE TABLE
T =L ERLONTAGE TABLE

Period Quantity of Gas Purchased Applicable Percentage
During Period of "Index Price"

Aug. 17, 1994 to 0to 865,184 95%
Nov. 1, 1994 865,185 to 2,487,404 85%
Nov. 1, 1994 to Oto 4,'!36,661 95%
Nov. 1, 1995 4,136,662 to 7,029,620 85%

7,029,621 10 9,868,505 80%

7.9 Supplier Demand Charges

The Supplier Demand Charges for each month, commencing

with the month of the Date of First Delivery, shall pe determined in accordance with the following
formula: ——

Supplier Demand Charges = Supplier Demand Fee x [number of days in the
month] x DCQ




Ve Lol 0049 ENGAGE ENEKGY

7.10 Supplier Demand Fee N

The Supplier Demand Fee shalj be an amoung equal to ten cengs per MMB}y
(30.10/MMBLy). For each subsequent Contract Year, the Supplier Demand Fee shall be increased
- f :

7.1 Kingsgate Administration Charges

The Kingsgate Administration Charges, for each month, shall be an amount
determined in accordance with the following formula:

Kingsgate Administration Charge = Kingsgate Administration Fee x
Monthly Sales Quantity

7.12 Kingsgate Administration Fee

($0.02%)/MMBty. The Kingsgate- Administration Fee for the five (S) year period commencing

November 1, 1997 and for the two (2) year period commencing November 1, 2002 shall be -

Expressed in $U.S/MMBty and shall be determined in accordance with Section 7.13 below.
7.13 Redetermination of Kingsgate Administration Fee

The Kingsgate Administration Fee shall be recalculated in accordance with the

following:
= for the period November 1, 1997 to October 31, 2002:
Kingsgate Administration Fee — two and one quarter €ents($0.02 % )/MMBty x A
B8
where:  "A" is the sum of the Inflation Index applicable to each month in the period
November T, 1997 1o September 1, 1397, divided by the number of months
in that period;
where:  “B" js the Inflation Index for the month of the Date of First Oelivery.
b. for the period November 1, 2002 1o October 31, 2004-
Kingsgate Administration Fee = Kingsgate Administration Fee
calculated under x C
Subsection (a) above O

“Where:  "C" is the sum of the Inflation Index applicable to each month in the period

November 1, 1997 1o September 1, 2002 divided by the sum of months in that
" peried:
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where: "D" is the Inflation Index for November 1997, _

Redetermination of Gas Commodity Price

- 10 reach agreement 3¢
to a redetermined Gas Commeadity Price to apply for gas to be delivered during the

Contract Year commencing the immediately following November Ist. Seller may request
that Pan-Alberta or any other Seller Supplier be 3 Party to the negotiations and Buyer shal|
Consent to that request, to the extent that it is fair and reasonable. The parties shall

altempt 1o agree on a Gas Commodity Price which reflects the foﬂowing "Pricing
Criterja":

The Gas Commodity Price, expressed in $U.S. per MMBtu, shall be
redetermined at a level which will reasonably ensure that the total
delivered price of gas under this Agreement shall remain
reasonably equivalent to the total delivered prices to be paid
effective the following November 1 for other supplies of natural
8as which are being sold and delivered off the Northwest andfor
PGT systems to purchasers which are local distribution utilities in
the States of Washington and Oregon by either pipeline companies

conditions substantially similar to the terms and conditions of this
Agreement, including  without limitation provisions such as
quantity, initial term length and load factor. For the purposes of
relevant comparison, any reasonably equivalent price in a
comparative contract must be adjusted as warranted to take into

account the provision differenc&g, if any, between that contract
and this Agreement.

redetermined Gas Commiadity Price in 3 letter executed by both parties by the August 1st
date, or the requisite producer support referred to in Section 7.15 below is nat obtained
by the following September 1st, then no later than the following November Ist either
party may invoke Final Offer Arbitration pursuant to Article 17 to determine the

appropnate Gas Commodity Price for the Contract Year commencing the foIIowing
November ist.

Ist deadline, then the same Gas Commodity Price which was in effect during the previous

“Tontract Year shall continue in effect until such time as the Final Offer Arbitration

decision is rendered. Upon such decision being rendered, the redetermined Gas
Commodity Price set out in the Final Offer Arbitration decision shall be effective as of the
first day of the month following the date of the decision and the parties shall make all
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aporopriate adjustments to reflect the nature of that decision, fncfuding appropriate
amendments to this Agreement.

d. If the Final Offer Arbitration procedure is not invoked prior
immediately following the commencement of negotiations then the Gas Commodity Price

which was in effect for the previous Contract Year shall continue in effect throughout the
Contract Year commencing such November 1st.

295 Requisite Producer Support

a. Buyer acknowledges and’ agrees that the effective November 1st implementation of a
redetermined Gas Commodity Price for a Contract Year is first subject to Seller or Pan-
Alberta, as the case may be, obtaining the requisite Producer Support Authorizations for,
and approval of, the continued sale and removal of gas to Seller under Pan-Alberta
Agreement for resale to Buyer under this Agreement. Promptly upon the documentation
of the agreement as to a redetermined Gas Commodity Price, Seller shall, with all due

diligence and reasonable efforts, cause Pan-Alberta to obtain the requisite Producer -

Support Authorizations, no later than the following September 1st.

-

b. If the requisite Producer Support Authorizations are not obtained, then either Buyer or
Seller may invoke the Final Offer Arbitration procedure and Seller, Pan-Alberta and Pan-
Alberta’s participating pool producers shail be bound by and shall deliver gas under the
redetermined Cas Commodity Price set out in the Final Offer Arbitration decision.

ARTICLE 8
SECURITY OF SUPPLY

8.1 Source of Cas Suppiy ;

Although Seller contemplates that the gas to be delive-ed hereunder shall be

- purchased by it pursuant to the Pan-Alberta Agreement and other Seller’s Suppiier contracts, Seller

may supply gas to Buyer under this Agreement which originates from any sources without prior
notice to and at no additional cost to Buyer.

ARTICLE 9
SUPPLY FAILURE
INDEMNITY AND MITECAT‘ION

9.1 - Notice of Supply Failure and Seller Mitigation Efforts

) If, on any day a Supply Failure occurs, then Seller immediately shall provide
notice of the Supply Failure to Buyer. Seller shall also employ commercially reascnable efforts to
secure alternate supplies of gas from sources, other than Seller’s Supplier contracts, in order to
mitigate the Supply Faiiure, and shall bear the additional costs of obtaining that replacement gas if
SO obrained. In the event and to the extent that Seller is unsuccessful in obtaining those alternate
supplies, then Buyer mayv obtain gas from other sources, and the provision of Section 9.2 below shall

WivLD
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9.2 Setler’s Delivery Failyre Indemnity

If, on any day a Supply Failyre octurs, then, subject (o Section 9.1 above,
Buyer shall have the right to purchase the shortfall in the delivery of 8as from other sources. If Buyer
obtains gas from other sources to replace Supply Failure quantity on that day, then Seller agrees to
indemnify Buyer for all of Buyer’s reasonable incremental direct €osts which it incurs in respect of
Buyer purchasing such replacement quantities of gas from other sources, rather than purchasing such

8as from Seller pursuant to this Agreement. Such incremental costs of Buyer shall include the

reasonable incremental cost of obtaining and transporting the 8as quantity which Buyer procures in

lieu of the Supply Failure §as quantity. However, Seller shali only be required to indemnify Buyer:

i. for a maximum of sixty (60) Consecutive days of daily Supply Failures,
commencing on the day an initial Supply Failure event has occurred; and

i In any event, for 3 cumulative maximum of ninety (90) days of dainISupp!y :

Faitures during any one Contract Year.

3.3 Buyer to Miti gate

Buyer shall use al| reasonable efforts to mitigate any incremental costs and
&Xpenses which Seller is obligated to indemnify Buyer for pursuant to this Article, and should Buyer

elect to purchase replacement gas Buyer shalf attempt to find replacement gas with the lowest cost.

9.4 Delivery Make Up Rights

In the event of 3 failure to defiver by Seller, either due to a Supply Failure or
an event of Force Majeure as-declared by Seller, and upon mutual agreement of Buyer and Seller,

Buyer may make up the quantities so received by nominating on any day in a future month an
amount in excess of the DCQ.

9.5 Termination nghts for Extended Supply Failure

in the event during a Contract Year-

i A Supply Failure Occurs on any day, whereby the Supply Failure was such that
Seller failed 1o deliver at least eighty percent (80%) of the quantity nominated

i, such Supply Failures have occurred on days during a Contract Year for either
" apenod equal to a 1oz of:

- a. sixty (60) consecutive days: or

b. ninety (90; f1on-consecutive days:



"AA 4uD £Z21 3D4J ENGAGE ENERGY

R T

21

then in addition to its indemnification rights under Section 9.2, Buyer may, no
later than thirty (30) days following the las; dav of the applicable periad, give
notice to the Seller that Buyer is electing 1o terminate thig Agreement on thirty
{30) days’ prior notice, and this Agreement then shai] terminate at the expiry
of that notice period.  Upon thar termination, Seller shall have no further
liability to Buyer under this Agreement except as expressly SO stated, and
particularly as so stated for indemnifying Buyer as set forth in this Article for
the Supply Failures during the Supply Failyre period.

9.6 Notice of Anticipated Supply Failure

use reasonable efforts to
€ as soon as is reasonably possible

9.7 DCQ Reduction Rights for Extended Supply Failure

b. To effect a DCQ reduction, the written notice must be served no later than ten (10) days
after the expiry of 3 ninety (90) day period which Commences on the first day that a
Supply Failure occurs. The ninety (90) day period first must expire before notice may be

served.
C The DCQ reduction amount shall be ng greatef than the amount determined by the
following formula-
Maximum Amount - A
of DCQ Reduction 90

where: A" is the toral quantity of gas, expressed In MMBtu, that was nominated by

9:8 Demand Charge Reduction Upon Supply Failure

I a Supply Failure has occurred; or
i. A period of Forca Majeure under Article 12 is in effect as declared by Seller,
for any reason other than due to the Curtailment, stoppage or pro-cation of firm

service under the ANG Transportation Agreement or the Nova Transportation
Agreements, as applicable.

do28



b. if either event occurs, the ANG Demand Charges, Nova Demand Charges and Supplier
Demand Charges, for the month will be reduced by an amount determined as follows:

Oemand Charges Reduction =  Demang Charges & A

where:  "Demand Charges" is the total amount of ANG Demand Charges,

where:  "A" is the sum of the daily quantities of gas, expressed in MMBty’s,
which Buyer nominated on the day or days in question in
accordance with this Agreement, but which Seller failed to deliver
due to either event set out in Subsection (a) above;

where:  “B" is the number of days in the month.

9.9 Limitation on Seller’s Liability

Buyer agrees that Seller’s liability, whether in contract or tort or otherwise, for
any Supply Failure shall be limited to the indemnities setout in Section 9.2 and the rights set forth

in this Article, and Buyer’s remedies for any such Supply Failyre shall be limited to the aforesaid
indemnities and rights. '

9.70 Limitation on Parties” Liabilities

party for any indirect, Consequential, punitive or special losses, damages or expenses of any nature

whatsoever, that may be incurred by the other party, including without limitation, the loss of profits -

or income, the loss of business expectations, -business interruptions, the loss of a party’s contracts
with any third party or any damage to third parties {except for obligations to Nova, ANG or PGT
provided hereunder) arising in any way out of this Agreement or any breach thereof.

ARTICLE 10
TAXES
10.1 Payment of Taxes
a "Seller shall Pay or cause to be paid ali royalties and al| business transfer, severance, sales,
value added

wuzy
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B Buyer shall pay or cayse to be paid all such taxes, levies, assessments and charges thay
are validly exigible on the 8as after the sale thereof at the Deiivery Point.

Commodity Price be renegotiated. The Parly requesting a renegotiation (the "Proposer")
shall set out in a notice(the "Border Charge Notice") to the other party (the “Recipient”)
full details of the Border Charge as well as the adjustment to the current Gas Commodity
Price which, in the Proposer’s view, is appropriate to reflect the Imposition of the Border

of the imposition of the Border Charge which wi| be fair and equitable to both parties
considering all relevant factors and circumstances.  In the event that the arbitration
decision indicates that an adjustment to the Gas Commodity Price is appropriate then the

efr'ectiye date of such adjustment shall be the date of the Recipient’s receipt of the Border
Charge Notice. '

10.2 Prices Exclusive of Taxes

All dollar amounts stated in this Agreement and all-amounts payable by Buyer
under it are exclusive of any tax, levy or duty which may be impaosed by any Federal or Provincial
legislation, and which is required to be paid or collected by Seller which, without limiting the
generality of the foregoing, shall include GST.

10.3 Goaods and Services Tax

Buyer shall provide Seller with all appropriate authorizations and declarations
as required so that the sale of

the sale of gas from Seller to Buyer.

ARTICLE 11
TERM OF AGREEMENT
11.1 Term
al This Agreement shall become effective a5 of August 17, 1994
b. The term of the purchage and sale of gas under this Agreement (the "Term") shall

commence on the Date of First Delivery, and continue in effect until October 31st, 2004,

and after that date from Contract Year i Contract Year, uniess on October 31 st, 2003 or
any subsequent November 1s, either party"gi*és the other party no less than twelve (12)

€030

§as may be zero-rated for GST'purposes, if that rating is applicable to
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months advance written notice of termination, to be effective on the

immediately

following November 1st, in which case the Term shall expire on that immediately
foilowing November 1st.

C The Date of First Delivery shall be the later of August 17, 1994 and the date all

authorizations under Sections 2.4 and 2.5 above are obtained. Th
requisite producer support set out in Section 2.5 above will be
basis on August 17, 1994 If that occurs, the parties may com
sale of gas under this Agreement using interim short term
pending receipt of the authorizations referred to in Article 2.

e parties anticipate the
obtained on an interim
mence the purchase and
regulatory authorizations

11.2 Effect of Termination

Notwithstanding the termination of this Ag
“provisions respecting liabilities and indeémnities which have acc
and provisions which are specifically stated to survive the termination of the Agreement shall
continue in full force and.effect in accordance with their terms. The parties shall use thejr

reasonable efforts to make all adjustments and settle all accounts which are outstanding between the
parties as of the date of termination as soon as possible. o

reement pursuant its pravisions, any
rued prior to the date of termination,

ARTICLE 12
FORCE MAJEURE

12.1 Suspension

122 Definition of Force Majeure

For the purpose of this Agieement, the term “Force Majeure” shall mean: (
acts of God, including lightning, earthquakes, storms, washouts,
floods; (i) strikes, lockouts or other industrial disturbances: (
a party, sabotage, wars, blockades, insurrections, riots, civil
rulers; (iv) fires, explosions, nuclear and radiation activity
obstructions of or accidents to, machinery or lines of pi
permits or labour; (vii) freezing of wells or delivery faci
rules, regulations, acts, or restraints of any court or go
the revocation or a materially adverse amendment to any permit, authorization or approval of any
governmental or regulatory authority required to perform or comply with any obligation or condition
of this Agreement, unless the revocation or amendment was caused by the negligence or violation
of the terms thereof by the pany claiming an event of Force Majeure; (ix) the failure of Seller’s
Suppiier to deliver gas 1o Seller where the failure occurs as a result of any event or occurrence of
the character defined in this Section as a Force Majeure event: (x} the curtailment, stoppage or

i) any
landslides, fires, epidemics and
i) acts of the enemies of the State of
disturbances or arrests and restraints of
or fall out; (v) breakages of, hydrate
pe; (vi) inability to obtain materials, supplies,
littes or welil blowouts: (viii) the laws, orders,
vernmental or regulatory authority, including

doo2
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pro-ration of firm transportation sesvice on Nova, ANG or PGT, whether or not NOVA, ANG or PCT

ts claiming an event of Force Majeure under the applicable service agreement: (xi) the failure on the

party claiming suspension and which, by the exercise of due diligence, that party is unabie 1o
overcome. For the purposes of this Article 12, a party is deemed to have control over the actions
or omissions of those persons for which it, its dgents, contractors or employees have delegated,
assigned or subcontracted its obligations and responsibilities. .

Y423 Exceptions

Neither party shall be entitled to the benefit of the Provisions of this Article
under any of the following circumstances: ‘

a. to the extent that the failure was Caused by the negligence or breach of contract of the

. if the failure was caused by lack of funds or is in respect to the payment of any amount
~ due under this Agreement;

d. unless, as soon as possible after the happening of the Force Majeure event, or as soon as
possible after determining that the occurrence was in the nature of Force Majeure and
would affect the claiming party’s ability to observe or-perfarm any of s covenants or
obligations under this Agreement, the patty claiming suspension gives to the other party
notice to the effect that the claiming party is unable, by reason of 3 Particular specified
event of Force Majeure to perform the particular covenants or obligations:

e. to the extent the failure was due to an event or situation whereby the claiming party does

subject covenants and obligations either in whole or in part.
125 Settlement of Industrial Disputes
Notwithstanding anythling to the contrary in this Article 12, expressed or

implied, the settlernent of strikes, lockouts and other industrial disturbances shall be entirely within
the discretion of the claiming party so involved, and that party may make settlement at 3 time and

oo3
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on terms and conditions as it may deem to be advisable. No delay in making the settlement shall
deprive the claiming party of the benefit of its right to claim Force Majeure under this Agreement.

12.6

a.

C

Effect on Demand Charge Payment Obligations

Notwithstanding anything to the contrary in this Article 12, but subject to its provisions
and to the provisions of Section 9.8, any claim of Force Majeure by Buyer shall not in any
way affect or reduce Buyer's obligation to pay the Nova Demand Charges, the ANG
Demand Charges and the Supplier Demand Charges. If Buyer claims a Force Majeure,
then Seller shall use its reasonable efforts 1o mitigate for Buyer the portion of the Nova
Demand Charges and the ANG Demand Charges which is attributable to the quantities
not taken during any month as a result of Buyer’s claim of Force Majeure.

To the extent that during the Force Majeure period Seller is successiul in mitigating the
demand charge payment obligations of Buyer by utilizing any of the subject ANG and
Nova transportation capacity which otherwise would have been unused as 3 result of
Buyer’s Force Majeure claim, then Buyer shall be allocated a credit amount. The credit
amount, if any, for a month during which the Force Majeure event occurred, shall be

equal to the sum of the Daily Usage Credits for certain days of that month, détermined
for each day in accordance with the following formula:

"Daily Usage Credits =. A x B
Number of Days
in the month
where:  "A" shall mean the Quantity of gas, expressed in 10°m®, owned or controlled

by Seller which was transported by Seller under the ANG Transportation
Agreement and the Nova Transportation Agreements Capacity on a day which
Buyer declared Force Majeure, and which Capacity otherwise would have been .

used to transport the quantity of gas to be purchased by Buyer but for the
Force Majeure claim by Buyer;

"B” shall mean the sum of the ANG Demand Charges and the Nova Demand
Charges, allocable to the daily quantity deemed to have been nominated by
Buyer, which quantity is equal to the arithmetic average daily quantity of gas
nominated by Buyer under this Agreement for the full month immediately prior
to the commencement of the Force Majeure period.

For greater certainty, no Daily Usage Credits shall apply if Buyer is not taking gas for any
reason other than an event of Force Majeure as first claimed by Buyer.

If during a month Seller or a Seller’s Supplier:

i declares Force Majeure due to the curtailment, stoppage or proration of Nova
or ANG firm service under the ANG Transportation Agreement or the Nova
- Transportation Agreements, as applicable; and

i. is entitled 1o receive a form of contractual or tariff credit from the pipeline
because of the _pipeE"rné"‘@enOn-perFOrmance during the Force Majeure period,



which credit is to be applied against the obligation to pay the demand charges
as shipper under the applicable firm service agreement;
then Seller shall allocate to Buyer an amount equal to the total credit so recetved, to be
applied against Buyer's ANG Demand Charges and Nova Demand Charges payment
obligations under this Agreement for that Month. :

127 Termination for Extended Force Majeure Period

If for any Contract Year either party claims an event of Force Majeure which
results in the total suspension of gas deliveries, or receipts, as applicable for either 3 period equal
to a total of: :

i -forty-five (45) consecutive days; or
i seventy-five (75) non-consecutive days;

then the party not having originally claimed Force Majeure may, no later than thirty (30) days
following the last day of the applicable period, give notice to the claiming party "thit the non
claiming party is electing to terminate this Agreement on thirty (30) days’ prior notice, and this
Agreement then shall terminate at the expiry of that notice period.

12.8 Alternative Supplies During Force Majeure Period

If Seller claims Force Majeure and therefore cannot deliver gas as originally
contemplated under this Agreement, then Seller shall use its commercially reasonable efforts to
locate supplies of gas from other persons which may be available at any delivery point on the Nova
system. If Seller is successful in locating such alternative gas supplies, which could make up the
shortfall either in whole or in part, then'Seller will immediately advise Buyer of the quantity, price,
and other pertinent terms of the alternate gas supply. If Buyer approves, then Seller shall use its
reasonable efforts to obtain that supply for resale to Buyer under this Agreement, and if so obtained
Buyer shall reimburse Seller for ail incremental costs incurred by Seller in so obtaining the alternate
gas supply.

12.9 Pro Rata Treatment

a. If Seller declares Force Majeure, then commencing on the day of declaration and for each
and every Force Majeure day, Seller shall-

i first curtail and cease delivering interruptible gas to all of its interruptible
markets at the Delivery Point on that day, to the extent necessary to enable
Seller to satisfy its delivery obligation under this Agreement for that day, but
only if that interruptible gas supply could physically replace gas which would

have been purchased under this Agreement at the Delivery Point, but for the
Force Majeure;

ii. next ensure that the amount of firm gas supply available from Seller’s Suppliers
during any day of the Force Majeure period is delivered on an equitable and
pro rata share basis among Seller’s distributor customers under contract for firm



12.10

term of this Agreement.
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deliveries at the Delivery Point. For the purposes of this Section "pro rata
share” means a percentage share equal to 21.849% of the available Seller’s
Suppliers gas supply for the day. —

If Buyer declares Force Majeure, then commencing on the day of declaration and for each
and every Force Majeure day, Buyer shall-

i. first curtail and cease purchasing gas from all of its interruptible suppliers at the
Delivery Point on that day, to the extent necessary to enable Buyer to satisfy
its purchase obligations under this Agreement for that day, but only if that
interruptible gas supply could be physically replaced by gas which would have
been purchased under this Agreement at the Delivery Point, but for the Force
Majeure;

i next ensure that the amount of firm gas purchase curtailment under this
Agreement is no greater than an equitable and pro rafa share of the total
amount Buyer is unable to purchase due to the Force Majeure event. “That pro

- rata share shall be based on the DCQ under this Agreement compared.to-the
total of all daily quantity amounts under Buyer’s firm ‘gas purchase” contracts
having a term equal to or in excess of thirty: (30) days.

No Extension to Term

No claim of Force Majeure by either Seller or Buyer shall operate to extend the

ARTICLE 13
BILLINGS AND PAYMENTS

Monthly Invoice

On or before the Invoice Date, for each month, Seller shall submit to Buyer a statement -

for the preceding month showing the daily amounts of gas delivered hereunder, the ANG
Heating Value thereof, the Monthly Sales Quantity, and an invoice with respect to all
amounts owing in respect of the preceding month. All amounts hereunder which are
initially calculated in Canadian dollars shall be converted to a U.S. dollar amount for the
purposes of invoicing, utilizing the Exchange Rate in effect on the Business Day
immediately prior to the date that the invoice was prepared. Each statement shall contain
information which sets out in reasonable detail how all invoice amounts were determined.

If, by the lnvoice Date in any month, Seller has not received any of the actual figures
required to determine the amount due to it, then it shall be entitled to use its best
estimate of the figures. Any variance between the estimate and the actual figure shail be
adjusted and accounted for as soon as possible on a subsequent invoice.

——
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13:2 Payment Due Date

Buver shall payto Seller the amount due to Seller, by means of a wire transfer
of U.S. funds, on or before the Payment Due Date. The wire transfer shall be made 1o Seller’s credit
at a bank or deposit taking institution in Canada or the United States in accordance with Sellers
written instructions.

13.3 Examinationl of Records

It is the intent of the parties to Cooperate with one another to verify the
accuracy of any statement or invoice made under or pursuant to the provisions of this Agreement,

13 Remedies for Non-Payment

a. If Buyer fails to pay all of the amount of any invoice as herein provided when such
amount is due, then interest shall accrue on the unpaid part of the invoice from the
Payment Due Date until the date payment is made, at an annual rate equal to the Prime
Rate plus two percent (2%), clculated and compounded monthly, but in no_event to
exceed the maximum interest rate permitted by law, and shall be payable both before and
after judgment. All such interest shall be payable by Buyer to Seller without demand of

Seller to Buyer. The provisions of this subsection.13.4(a) shall survive the termination of
this Agreement.

b. If any failure to pay continues for a period of five (S) days after the Payment Due Date,
then Seller may, in addition to all other remedies that it may have under the terms of this
Agreement, but only upon providing at least five (5) days” notice to Buyer, suspend any
further deliveries of gas hereunder until the overdue amount including interest, is paid.

to Buyer under this Agreement. The suspension of deliveries by Seller shall not in any
way relieve Buyer of its obligation to pay the Nova Demand Charges, the ANG Demand
Charges, the Supplier Demand Charges and the Kingsgate Administration Charges.

G Notwithstanding the provisions of subsection 13.4(b), if Buyer in good faith disputes all
or any portion of the amount payable, pays to Seller the amounts as Buyer concedes to
be correct, and opens an interest bearing escrow account and on or before the Payment
Due Date and deposits funds into the account equal to the amount which is in dispute,
then Seller shall not be entitled to suspend further delivery of gas hereunder because of

such non-payment unless and until Buyer defaults in making payments to Seller or into
the escrow account, as the case may be.

d. When the dispute is resolved either by agreement or the judgment of the Courts, as the
case may be, then the funds in the escrow account shall be paid to the party or parties
in accordance with the resolution of the dispute. Interest at the rate specified in
Subsection a. above accumulated in the escrow account shall also be paid to the party

or parties, in the same proportions as the principal amount is to be paid to the party or
Pparties.
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e. If Buyer does not in good faith dispute the pavment of the-amount in accordance with
subsection 13.4 c. above, or fails 1o deposit the required funds into the escrow account,
then Seller may, in addition to any other remedies that it may have under the termsof this
Agreement, at law or in equity, but only upon providing at least five (5) days’ notice to
Buyer which notice may only be given by Seller after a period of thirty (30) days after the
Payment Due Date has expired, elect to terminate this Agreement effective the end of
such notice period. This Agreement then shall terminate at the end of that period, unless

Buyer has made payment of the overdue amount, including interest, and all other amounts
then due. '

13.5 Adjustments

a: If it is found that at any time Buyer has been overcharged by Seller in relation to this
Agreement and Buyer actually has paid the statement contining the overcharge, then
within thirty (30) days after a final determination of the overcharge has occurred, Seller
shall refund the amount of the overcharge. If the overcharge was the result of Seller’s
error, then interest at an annual rate equal to the Prime Rate plus two percent (2%),
calculated and compounded monthly, but in no event to exceed the maximum interest
rate permitted by law, shall be paid by Seller on the amount in question from the date the
overcharge was paid to the date that Buyer is reimbursed for the overcharge. If any such

overcharge is not a result of an error on the part of Seller, then no interest shall be
charged to Seller.

b. © Mitis found that at any time Buyer has been undercharged in relation to this Agreement,
then within thirty (30) days after the final determination the undercharge has occurred,
Buyer shall pay the amount undercharged. No interest shall be payable by Buyer on the
amount of any undercharge unless Buyer fails to pay the amount of it within the thirty
(30} day period, in which event interest shall be calculated and payable from the first day
after the thirty (30) day period to the date of payment of the undercharge by Buyer, at an
annual rate equal to the Prime Rate plus two percent (2%), calculated and compounded
monthly, but in no event to exceed the maximum interest rate permitted by law.

ol Either party discovering an overcharge or undercharge shall promptly notify the other
party. The provisions of this Section 13.5 shall survive the termination of this Agreement.

13.6 Limitation on Disputes

Notwithstanding anything herein contained to the contrary, neither party shall
be entitled to dispute the quantity of gas delivered, or the amount paid or payable with respect
thereto, unless any such issue is raised by notice to the other party within two (2) years after the end

of the month in question. The provisions of this Section 13.6 shall survive the termination of this
Agreement.

W yug
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ARTICLE 14
NOTICE

14.1 Service of Naotice

All notices, Communications, invoices and statements required or permitted
under this Agreement shall be in writing except as set out specifically in this Agreement. Any notice
to be given hereunder shall be deemed 1o be served properly if served in any of the Foiiowing

location to which the Party has removed itself and for which it has not given formal
notice.  Personally served notices shall be deemed received by the addressee when
actually so delivered, but delivery shall be during normal business hours, on 3 Business.
Day. Ifa netice is not delivered during the addressee’s normal business hours, the notice
shall be deemed to have been received By such party at the commencement of the next
Business Day following the date of delivery;

b. if by telecopier, then by directing it to the addressee at that receiving party’s number. A
notice 5o served shall be deemed received by the addresseeas when actually received by
1t, if received within normal business hours on a Business Day, or at the commencement
of the next ensuing Business Day following transmission, if the notice is not recejved
during normal business hours;

c. if by mail, then by mailing it first class registered POst, postage prepaid, directed to the
receiving party at that party’s address for service listed below. If postal service is.
interrupted or operating with unusual or imminent delay, notice shali not be served by
such mail during that period. Notices served by mail shall be deemed to be received by

the addressee at noon, local time, on the fifth (Sth) Business Day following the mailing.

Notwithstanding the foregoing, payments shal| not be so deemed delivered until
actually received.

14.2 Addresses and Numbers for Notices

: The address and numbers for service of notices and Communications for each
of the parties shall be as follows:

A to Seller:

Westcoast Gas Services Inc.
3520, 150 - 6th Aven ue S.W.
Calgary, Alberta

T2P 3Y7
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i General Notices
— Attention:  Director, Marketing (Pacific Northwest Region}
Telephone: (403) 297-1838
Telecopy:  (403) 297-8643

i Noni_inationstDerations

Attention:  Operations Representative (Pacific Northwest Region)
Telephone: (403) 2970337

Telecopy: (403} 297-8643

b. to Buyer:
Cascade Natural Gas Corporation
222 Fairview Avenue North

. Seattle, Washington, 98109

i General Notices -

Attention:  Vice President. Gas. Supply
Telephone: (206) 624-3900
Telecopy:  (206) 624-7215

. Nominations/Operations

Attention: Manager, Gas Management
Telephone: (206) 624-3900
Telecopy:  (206) 624-7215

143 Right to Change Address and Numbers

Any party may change its address, telephone number, telecopy number or the

person specified above by notice to the other party and any such change subsequently shall be
effective for all purposes of this Agreement

ARTICLE 15
ASSIGNMENT

15.1 No Assignment of Agreement Without Consent

Either party may assign its interest under this Agreement without the consent
of the other par, to an Affiliate whose performance the assignor guarantees or to any person which
may succeed, by purchase, merger, consolidation or other transfer, to substantially all of the
assignorsassets. In the event of any such assignment or disposition, the successor shall be entitled
to the rights and shall be subject to the obligations of its predecessor. Except as otherwise provided
in this Article, neither party shall have the right 1o assign this Agreement or any of its rights, benefits,
duties and obligations hereunder without the pricr writter consent of the other party, which consent

@gjoLro
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shall not be unreasonably withheid.
152 Assignments By Way of Security

The requirement in Section 15.1 to obtain. prior written consent from the non-

assigning party shall not apply to an assignment made by way of security for the assignor’s present |

or future indebtedness or liabilities {whether contingent, direct or indirect and whether financial or
otherwise), the issue of the bonds or debentures of a corporation or the performance of the

obligations of the assignor as guarantor under a guarantee. In the event that the security is enforced
by sale or foreclosure, Section 15.1 shail apply

15.3 Enurement

Subject to this Article 15, the terms, covenants and conditions hereof shall be

binding upon and enure to the benefit of the parties hereto and on their respective successors and
permitted assigns. :

ARTICLE 16
ARBITRATION

16.1 - Submissions

Any dispute, controversy, claim, difference or question between the parties
arising out or of connected with the Agreement in respect to which the parties have both agreed to

have resolved by arbitration, except where the Final Offer Arbitration procedure is to be used, shall
be resolved by arbitration in accordance with the provisions of this Article 16.

16.2 Selection of Arbitral Institution

The parties may need the services of an arbitral institution from time to time
in connection with arbitration proceedings carried out in accordance with the provisions of this
Article 16. The parties agree to use the AAA and the BCICAC for this purpose and wiit alternate the
use of the AAA and the BCICAC with the BCICAC chosen for the first arbitration. The choice of the
Arbitral Institution shall alternate for subsequent arbitrations carried out in accordance with the
provisions of Article 16 each time an arbitration proceeds as far as the selection of a single arbitrator
{the "Arbitrator”) or the three arbitrators (the "Board") under this Article 16.

16.3 Commencement of Proceedings

Either party (the "Initiating Party™) may commence an arbitration proceeding
by serving notice on the other party (the "Receiving Party"), which notice shall contain: the name
of one (1) arbitrator who would either function as a single arbitrator if the Receiving Party eonseits.
or as one_gf a panel of three arbitrators if the Receiving Party does not so consent; a statement of
the matters in dispute; a request for relief; and the grounds therefor. Within twenty-one (21) day:
after receipt of such notice, the Receiving Party shall serve notice on the Initiating Party, which
notice shall contain: either a consent to the tnitiating Party’s arbitrator functioning as a single
arbitrator; or the name of a second arbitrator to function as a member of an arbitration board:; =
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statement answering the Initiating Party’s statement of the matters in dispute and specifying other

matters that may also be in dispute, if any; a counter request for relief, if applicable; and the grounds
therefor. -

16.4 Appointment of Arbitrators

If the Receiving Party fails either to consent to a single arbitrator or to name 2
second arbitrator, then the Initiating Party’s arbitrator shall function as a single arbitrator. If both
parties appoint their own arbitrator, the two arbitrators so appointed shall name 2 third arbitrator or,
if they fail to do so within fourteen (14) days of the second arbitrator’s appointment, the parties shall
promptly meet and shall attempt to agree upon and to appoint such third arbitrator. If the parties
are unable to agree within a further fourteen (14) days on the choice of a third arbitrator, then upon

application by either party, the third arbitrator shall be appointed by the applicable Arbitral
Institution.

16.5 Experience

The Arbitrator or the Board appointed hereunder shall be generally
knowledgeable in the areas of gas production, transportation, marketing and distribution, shall be

qualified by eduction or experience to. decide the particular matters in dispute, shall be a-

disinterested party or parties and shalf not be employees or agents of either party or of any of their
Affiliates. Any arbitrator must be Canadian or American.

16.6 Location of Arbitration Hearing

!

Washington, if the AAA is the applicable Arbitsal Institution. The exact location of any hearing shall

be determined by the applicable Arbitral Institution.

16.7 Hearing

The Arbitrator or the Beoard, as the case may be, shall promptly hear and

determine the matters in dispute after giving the parties due notice of hearing and a reasonable
opportunity to be heard.

16.8 Decision

The Arbitrator or the Board for a majority thereof), as the case may be, shall
render a decision within forty-five (45) days after the hearing has commenced, subject to any
reasonable delay due to unforeseen circumstances. The decision of the Arbitrator, or the decision
of the Board (or a majority thereof), as the case may be, shall be made in writing and shall be finai
and binding upon the parties as to the matters submitted to arbitration and the parties shall abide
by and comply with the decision. There shall be no appeal from such decision and an order
confirming the decision or judgment may be entered in any Court having jurisdiction. The parties
agree that the decision of the Arbitrator or the Board {or a majority thereof), as the case may be, shall
be the sole and exclusive remedy between them regarding the issue in dispute and that any costs
or fees incidental to enforcing the decision shall, to the maximum extent permitted by law, be
charged against the party resisting such enforcement. The parties shail execute, acknowiedge and
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deliver ail such documents or assurances as may be necessary to implement the decision. The
written decision of the Asbitrator or the Board (or a majority thereof), as the case may be, may be

issued with or without 3 written opinien. Either party may requést a wriiten opinion with cegard to

a decision and, if a request is made, a written opinion shall be issued expeditiously: provided that,
implementation of and compliance with the decision shall not be delayed pending the issuance of
a written opinion.

16.9 Costs

Each party shall bear the expense of prosecuting its own case and each party
shall pay the compensation and expenses of its named arbitrator when a Board is selected. The
Compensation and expenses of an Arbitrator or a third arbitrator and all administration costs of the
arbitration, including the fees of the applicable Arbitral Institution, shall be paid in equal portions
by the parties. :

16.70 Failure to Participate

The failure of either Party to participate in any arbitration proceeding as
scheduled by the Arbitrator or the Board, as the case may be, shall not delay the proceeding.
Natwithstanding a party’s failure to participate, the Arbitrator or the Board. as the case may be, shall

r

16.11 Provisional Remedies

The Arbitrator or the Board ( or a majority thereof), as the case may be, may
grant such provisional remedies as it deems necessary and appropriate in its sole discretion.

16.12 Arbitration Procedures

Except as herein otherwise expressly provided, all arbitration proceedings
conducted pursuant to Article 16 shall be conducted pursuant to the rules of the applicable Arbitral
Institution which apply to international commercial arbitrations and which are in effect at the

commencement of the arbitration proceedings. In the event of conflict, the provisions of this -

Agreement shall prevail and govern.
16.13 Continuation of Operations

Whenever there is an arbitration proceeding under this Atticle, operations under
this Agreement shall continue in the same fashion as they were conducted before the arbitration
proceeding was commenced, without prejudice to either party, pending a decision in the arbitration
proceeding.

16.14 Modification of Certain AAA Rules

——

In addition to the express provisions of this Article, the parties agree to further
medify the AAA rules as foliows:
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a. The Expedited Procedures under the AAA - Rules shall not apply to any matter submitted
. for arbitration under this Agreement.
b. A party appointed arbitrator may be disqualified for the reasons set forth in Section 19 of

the AAA Rules as such may be amended from time to time.

c. Notice of the date and time of the hearing will be provided to the parties by the AAA at
least forty-five (45) days in advance of the hearing.

ARTICLE 17
FINAL OFFER ARBITRATION

17.1 Submissions

In the event that the parties have not documented their agreement on a
redetermined Gas Commodity Price in a letter executed by both parties by the deadline set out in
Section 7.14.b above, or the requisite producer support referred to in Section 7.15 above is not
obtained by the following September Ist, and either party subsequently initiates Final Offer
Arbitration pursuant to Section 7.14 b, then any redetermination of the Gas Commodity Price shall

be resolved by Final Offer Arbitration: proceedings conducted in accordance with the provisions of
this Article 17. '

17.2 Selection of Arbitral Institution

The parties may need the services of an arbitral institution from time to time
in connection with Final Offer Arbitration proceedings conducted in accordance with the provisions
of this Article 17. The parties agree to use the AAA and the BCICAC for this purpose, and will _
alternate the usé of the AAA and the BCICAC, with the BCICAC chosen for the first Final Offer
Arbitration.  The choice for the Arbitral Institution shall alternate for subsequent Final Offer

Arbitrations each time a Final Offer Arbitration proceeds as far as the selection of the single arbitrator
(the "Arbitrator”) under this Article 17.

17.3 Commencement of Proceeding

Pursuant to the provisions of Section 7.14 b, either party (the “Initiating Party")
may commence a Final Offer Arbitration proceeding by serving notice on the other panv (the
"Receiving Party"), which notice shall contain the name of one (1) arbitrator who would function
as the single gas price arbitrator. Within seven (7) days after receipt of the notice, the Receiving
Party shall serve written reply to the Initiating Party, which reply shall contain either 3 consent to

the Initiating Party’s arbitrator functioning as the single arbitrator, or the name of an alternate person
to function as the gas price arbitrator.

17.4 Appointment of Arbitrators

If the Receiving Party fails either to consent to the Initiating Party’s single
arbitrator or to name an alternate arbitrator, then the tnitiating Party’s arbitrator shall function as the
single arbitrator. If the parties are unable to agree on 3 single arbitrator within seven (7) days of the
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Receiving Party’s reply, then the arbitrator shall be appointed by the applicable Arbitral Institution.

—

17.5 Experience

The Arbitrator shall be generally knowiedgeable in the areas of gas production,
transportation, marketing and distribution as they relate to the Pacific Northwest, shall be qualified
by education or experience to decide the particular matters in dispute, shall be a disinterested party
and shall not be an employee or agent of either party or of any of their Affiliates. The arbitrator must
be Canadian or American. ' '

17.6 Location of Final Offer Arbitration

Unless otherwise agreed to by the parties, the place of arbitration shail be
Vancouver, British Columbia, if the BCICAC is the applicable Arbitral Institution, or Seattle,
Washington, if the AAA is the applicable Arbitral Institution. '

17.7 Final Offers B

Both parties shall independently submit to the Arbitrator within seven (7) days
of his appointment, a one time written price offer ("Final Offer”) which will set out that party’s
proposed Gas Commodity Price for the Contract Year in dispute. After the Arbitrator has received
each party’s Final Offer, each party shall be provided with a copy of the other party’s Final Offer.,
The Arbitrator shall consider the two Final Offers and shall only have authority to select the one
Final Offer which the Arbitrator believes most fairly reflects the Pricing Criteria set forth in Section

7.14 above.
17.8 No Hearing on Final Offer Arbitration
a. The parties acknowledge and confirm that Final Offer Arbitration is governed by the

written submissions of the parties to the Arbitrator, and accordingly, there shall be no
hearing for the parties in front of the Arbitrator.

b. In addition to the Final Offer written submission, each party may prepare and submit to
the Arbitrator a brief statement in support of the Final Offer price-calculation_, which
statement principaily shall speak to the Pricing Criteria set forth in Section 7.14 above and

how, in the view of the submitter, its Final Offer price calculation most appropriately
satisfies that criteria.

17.9 Decision

The Arbitrator shall select a Final Offer within thirty (30) days after the deadline
date for Final Offer submissions, subject to any reasonable delay due to unforeseen circumstances.
The selection by the Arbitrator shall be made in writing and shall be final and binding upon the
parties aste-the determination of a Gas Commadity Price, and the parties shall abide by and comph-
with the selection. There shall be no appeal from the selection and an order confirming the
selection or judgment may be entered in any Court having jurisdiction. The parties agree that the
Final Offer selection by the Arbitrator shall be the sole and exclusive remedy between them
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regarding the determination of the Gas Commodity Price, and that any costs or fees incidental to
enforcing the selection shall, to the maximum extent permitted by law, be charged against the party
resisting the enforcement. The parties shall execute, acknowledge and deliver af| such documents
Or assurances as may be necessary to implement the selection. The written selection of the Arbitrator
may be issued with or without written elaboration. Either party may request written elaboration with
regard to a selection and, if a request is made, a written elaboration shall be issued expeditiously,

but implementation of and compliance with the selection shall not be delayed pending the issuance
of a written efaboration.

17.10 Costs

Each party shall bear its own Final Offer Arbitration expenses. The
compensation and expenses of the Arbitrator and all administration costs of the Final Offer

Arbitration, including any applicable fees of the applicable Arbitral Institution, shall be paid in equal
portions by the parties.

17.11 Failure to Participate

The failure of either party to participate in any Final Offer Arbitrafion’ selection
process shall not delay that process. If a party fails to participate, the Arbitrator shall select the
participating party’s Final Offer, and issue a selection confirmation as though the non-participating
party were a participant in the Final Offer Arbitration proceeding, and the decision shall be final and
binding on the non-participating party in accordance with Section 17.9.

17.12 , Final Offer Arbitration Procedures

Except as otherwise expressly provided in this Article which otherwise prevail
in the event of conflict, all Final Offer Arbitration proceedings conducted pursuant to the provisions
of Article 17 shall be conducted pursuant to the rules of the applicable Arbitral Institution which

apply to international commercial arbitrations and which are in effect at the commencement of the

arbitration proceedings.
17.13 Continuation of Operations

Whenever there is a Final Offer Arbitration proceeding under this Article,
operations under this Agreement shall continue in the same fashion as they were conducted before
the Final Offer Arbitration proceeding was commenced, without prejudice to either pa

, pending
a Final Offer Arbitration price selection.
ARTICLE 18
GENERAL
18.1 Proper Law
—~ This Agreement and all matters arising directly in relation 1o it, including

without limitation the capacity, form, essentials and performance of this Agreement, shall be
governed by and construed in accordance with the faws of the State of Washington.

In the event
that any legal action is brought under or in refation 1o this Agreement, venue shall be

proper in the

wjuvLO



County of King, in the State of Washington.

18.2 Attornment

Each of the parties, by the execution and delivery of this Agreement, irrevocably
and unconditionally, with respect to any matter or thing arising out of or pertaining to this
Agreement, attorns and submits to and accepts, foritself and in respect of its assets, the jurisdiction
of the courts of the State of Washington.

18.3 Compliance with Law

This Agreement and the rights and obligations of the parties to it are subject
to all applicable present and future valid laws, regulations, orders, directives, and rules of any

legislative body or regulatory authority having jurisdiction over the parties or the subject matter of
this Agreement.

18.4 Time

Time shall be of the essence in this Agreement.

18.5 No Amendment Except in Writing

No amendment or variation of the provisions of this Agreement shall be
effective or binding upon the parties unless it is set forth in writing and has been duly executed by
each of the parties by its respective proper officers or authorized representatives in that behalf.

18.6 Entire Agreement

This Agreement constitutes the entire agreement between the parties relative
to the expressed matters and there are no other written or verbal representations, warranties or
covenants in respect thereto. Subject to the provisions of Article 2 above, this Agreement supersedes
all prior or contemporaneous discussions, negotiations, representations or agreements relating to the'

subject matter of this Agreement including, without limiting the generality of the foregoing, the
Kingsgate Gas Sales Agreement.

18.7 Further Assurances

: Each of the parties shall, from time to time and at all times hereafter, do all such
further acts and execute and deliver all such further deeds and documents as shall be reasonably

required in order to fully perform and to more effectively implement and carry out the terms of this
Agreement.

18.8 Severability

——

The intention of the parties is to comply fully with alf laws, and this Agreement
shall be construed consistently with-all laws. In the avent that any one or more terms or provisions
of this Agreement are found to be void or unenforceable for any reason the subject terms and



41

limited to the following: employment, upgrading, demotion, or transfes, recruitment or
recruitment advertising; layoff or termination: rates of pay or other forms of compensation;
and selection for training, induding apprenticeship. Seller agrees to post In conspicuous
places, available to American employees and applicants for employment, notices to be
provided by the Seller setting forth the provisions of this non-discrimination clause.

Seller will, in all solicitations or advertisements for American employees placed by or on
behalf of Seller, state that all qualified applicants will recejve consideration for
employment without regard to race, colour, religion, sex, or national origin.

Seller will send to each labour union or representative of workers with which he has a
collective bargaining agreement or other contract or understanding, a notice to be
provided by the agency contracting officer, advising the labour union or workers’
representative of the Seller’s commitments under section 202 of Executive Order 11246
of September 24, 1965, and shall post copies of the notice in conspicuous places
available to American employees and applicants for employment.

Seller will comply with all provisions of Executive Order 11246 of September 24, 1965,

and of the rules, regulations, and relevant orders of the Secretary of Labour as applicable
to its American employees.

Seller will furnish all information and reports required' by Executive Order 11246 of
September 24, 1965, and by the rules, regulations, and orders of the Secretary of Labour,
or pursuant thereto, and will permit access to his books, records, and accounts by Seller

and the Secretary of Labour for purposes of investigation to ascertain compliance with
such rules, regulations, and orders.

In the event of the Seller’s non-compliance with the non-discrimination clauses of this
Section or- with any of such rules, regulations, or orders, this Agreement may be
cancelled, terminated or suspended in whole or in part and Seller may be declared
ineligible for further Covernment contracts in accordance with procedures authorized in
Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed
and remedies invoked as provided in Executive Order 11246 of September 24, 1965, or
by rule, regulation, or order of the Secretary of Labour, or as otherwise provided by law.

Seller will include the provisions of Subsections a. through f. in every American
subcontract or purchase order unless exempted by rules, regulations, or orders of the
Secretary of Labour issued pursuant to section 204 of Executive Order 11246 of
September 24, 1965, so that such provisions will be binding upon each subcontractor or
vendor. Seller will take such action with respect to any American subcontract or purchase
order as may be directed by the Secretary of Labour as a means of enforcing such
provisions including sanctions for non-compliance: provided, however, that in the evens
Seller becomes invoived in, or is threatened with, litigation with an American
subcontractor or vendor as a result of such direction, Seller may request the United States
to enter into such litigation to protect the interests of the United States.

— e
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IN WITNESS WHEREOF the parties hereto have duly executed and delivered
this Agreement under the signatures of their respective proper officers duly authorized in that behalf
as of the day, month and year first above written.

WESTCO SERVI &

Pecz 4 &
Mougias éf"’:_g‘:c” /

Title: Senicr Viza Presidant

N

Title: : aling rJ

CASCADE NATURAL GAS CORPQRATION

A ANy

Tide: Yice Presi. Gas Supply

Per:

Title:

THIS IS PAGE 42 TO THE AMENDED AND RESTATED GAS SALES AGREEMENT BETWEEN
WESTCOAST GAS SERVICES INC. ("SELLER™ AND CASCADE NATURAL GAS CORPORATION
("BUYER™ - '

IALEEERCONTRACT\CASCADEAGR



EXHIBIT 4

VERIFICATION



VERIFICATION

City of Alexandria )
State of Virginia ) ss:

Mary Ann Walker, being first duly sworn, on oath states that she is a duly
authorized representative of Cascade Natural Gas Corporation, and is authorized to
make this verification; that she has read the foregoing document and is familiar with
the contents thereof; that the statements contained therein are true and accurate to the
best of her knowledge, information, and belief; that she is authorized to file this
_ document with the Department of Energy, Office of Fossil Energy; and that, to the best
of her knowledge, information and belief, the same or a related matter is not being
considered by any other part of the Department of Energy, including the Federal

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

M&{\ £} (R

Mary AnhWalker

i
Subscribed and sworn to me, a nofary pub is I Ci day of October, 2004.

)

N'otary Public

My Commission expires: 7 /% o / 65'




