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U.S. Department of Energy
Docket Room 3E-042

Forrestal Building

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

Re:  FE Docket No. 04- d -LNG
Dear Ms. Kornfeld:

Pursuant to Part 590 of the regulations of the Department of Energy (“DOE”), 10 C.F.R.
Pt. 590 (2003), please find enclosed the application of BG LNG Services, LLC (“BGLS”) for
long-term authorization to import liquefied natural gas pursuant to Section 3 of the Natural Gas
Act, as amended. Also please find enclosed a check for $50 made payable to the Treasury of the
United States as required by 10 C.F.R. § 590.207.

Pursuant to 10 C.F.R. §§ 590.202(e) and 1004.11, BGLS hereby notifies DOE that the
LNG Sale and Purchase Agreement Term Sheet between BGLS and Marathon LNG Marketing
LLC, as amended (“Term Sheet”), which is the subject of this application, contains highly
sensitive commercial information that is exempt from public disclosure. The Term Sheet, which
is attached to the application as Exhibit B, contains certain commercially sensitive terms the
disclosure of which would place BGLS at a commercial disadvantage.

Accordingly, BGLS is providing one original copy of the application clearly marked
“Contains Confidential Information—Do Not Release” and 15 copies with the confidential

mformatmn redacted from the Sales Agreement Those coples are clearly marked “Privileged

copy of the apphcanoﬁGLS reserves its nght pursuant to 10 C.F.R. § 1004.11(c), to be
notified prior to any disclosure of the confidential information and to be allowed an opportunity
to submit its views with respect to such disclosure.
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Ms. Sally Kornfeld
Page 2
March 26, 2004

Please file stamp the enclosed extra copies of this application and return them to our
messenger. Thank you for your attention to this matter.

Respectfully Submitted

Attorney for BG LNG Services, LLC
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- PRIVILEGED INFORMATION REMOVED FOR CONFIDENTIAL TREATMENT

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

)
BG LNG Services, LLC ) FE Docket No. 04- -LNG

)

APPLICATION OF BG LNG SERVICES, LLC
FOR LONG-TERM AUTHORIZATION
TO IMPORT LIQUEFIED NATURAL GAS
PURSUANT TO THE LNG SALE AND PURCHASE AGREEMENT TERM SHEET
WITH MARATHON LNG MARKETING LLC

Pursuant to Section 3 of the Natural Gas Act (“NGA”), as amended;’ Department of
Energy (“DOE™) Delegation Order Nos. 0204-111 and 0204-127;> and Part 590 of the
Regulations of the DOE, Office of Fossil Energy (“OFE”),’ BG LNG Services, LLC (“BGLS”)
hereby submits this application for long-term authorization to permit BGLS to import liquefied
natural gas (“LNG”) pursuant to a long-term LNG Sale and Purchase Agreement Term Sheet, as
amended, (“Term Sheet”) between BGLS and Marathon LNG Marketing LLC (“Marathon
LNG”). In support of this application, BGLS respectfully shows as follows:

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

the following:

! 15 U.S.C. § 717b (2000).

2 DOE Delegation Order No. 0204-111, Administrator of the Economic Regulatory Administration (Feb. 22,
1984); DOE Delegation Order No. 0204-127, Assistant Secretary for Fossil Energy (Feb. 7, 1989).

? 10 C.F.R. Pt. 590 (2003).



|!.
+ Mark Evans John S. Decker

Vice President Marketing, Logistics Vinson & Elkins L.L.P.

and Asset Optimization 1455 Pennsylvania Avenue, N.W.
BG LNG Services, LLC Washington, D.C. 20004-1008
5444 Westheimer, Suite 1775 tel: (202) 639-6599
Houston, Texas 77056 fax: (202) 639-6604
tel: (713) 403-3748 email: jdecker@velaw.com

fax: (713) 403-3781
e-mail: mark.evans@bglng.com

II. Background

BGLS is a limited liability company organized under the laws of the State of Delaware,
having its principal place of business at 5444 Westheimer, Suite 1775, Houston, Texas 77056.
BGLS is a wholly-owned subsidiary of BG Group plc, which has its principal place of business
at 100 Thames Valley Park Drive, Reading, Berkshire, RG6 1PT, England. Pursuant to the
authorization requested in this application, BGLS intends to engage in the business of importing
LNG purchased from Marathon LNG on a long-term basis. Marathon‘LNG, a subsidiary of
Marathon Oil Company, is a marketer of LNG. BGLS currently imports LNG from various
international sources pursuant to a blanket authorization previously granted by the OFE.* BGLS
also imports LNG into the United States pursuant to certain long-term authorizations previously
granted by the OFE.’

III.  Authorization Requested
BGLS seeks long-term authorization to import LNG purchased from Marathon LNG

pursuant to the Term Sheet.® Upon importation, BGLS will sell the LNG, and natural gas

¢ BG LNG Services, LLC, Order Granting Blanket Authorization to Import Liquified Natural Gas, DOE/FE

Order No. 1947, FE Docket No. 04-15-LNG (Feb. 18, 2004).

2 BG LNG Services, LLC, Order Granting Long-Term Authorization to Import Liquified Natural Gas from
the Federal Republic of Nigeria, DOE/FE Order No. 1932, FE Docket No. 03-76-LNG (Dec. 30, 2003); BG LNG
Services, LLC, Order Granting Long-Term Authorization to Import Liquified Natural Gas from the Republic of
Trinidad and Tobago, DOE/FE Order No. 1926, FE Docket No. 03-77-LNG (Dec. 8, 2003). BGLS is seeking by a
simultaneous submission long-term authorization to import LNG pursuant to a Master LNG Sale and Purchase
éﬂkgreement with Mitsubishi International Corporation.

Pursuant to 10 C.F.R. § 590.202(c), a copy of the Term Sheet and related agreements are attached hereto as
Exhibit B.
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» resulting from the vaporization of the LNG, to third partiés in the normal course of business.

Marathon LNG will procure the LNG subject to the Term Sﬁeet from various international

sources. The point of entry for the LNG into the United States will generally be the LNG

-terminalling, storage and vaporization facility located on Elba Island in the vicinity of Savannah,

Georgia (“LNG Terminal”). The Term Sheet provides that BGLS may designate alternative
delivery points for the LNG.

The Term Sheet, dated October 13, 1999, was initially entered into by Enron Americas
LNG Company (“Enron Americas”) and Sonat Energy Services Company (“SES”). By order
issued August 28, 2002, the U.S. Bankruptcy Court for the Southern District of New York,
which is overseeing the bankruptcy proceeding of Enron Americas’s parent, Enron Corp.,
approved the assignment of Enron Americas’s rights and obli gations under the Term Sheet to
Marathon LNG.” El Paso Merchant Energy L.P. acquired the rights and assumed the obligations
of SES under the Term Sheet, which in turn, were subsequently re-assigned to BGLS.®
Consequently, BGLS and Marathon LNG are the current parties to the Term Sheet. While the
Term Sheet is a binding agreement under which deliveries of LNG will commence, BGLS and
Marathon LNG are negotiating a substitute, more fully-termed, agreement that will supersede the
Term Sheet. BGLS and Marathon LNG anticipate that the terms of the substitute agreement will
be consistent with the terms of the Term Sheet. BGLS will submit the substitute agreement to
OFE once it is executed.

The Term Sheet has an initial term of 17 years, commencing the day on which Marathon

LNG delivers the first cargo of LNG to BGLS. Pending approval of this application, BGLS

7

: The court’s order approving the assignment is attached hereto as Exhibit C.

The Term Sheet was amended by a letter agreement and Consent and Release Agreement, both dated
November 6, 2003 (“2003 Amendments™). The 2003 Amendments are included with the Term Sheet and related
agreements in Exhibit B hereto.
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; antlm cipates that the first delivery will take place April 27, 2004. Marathon LNG has the option to
extend the term of the Term Sheet up to an additional five-year period on at least three-years
notice to BGLS. BGLS will purchase from Marathon LNG up to an annual contract quantity of
58 Bef equivalent of LNG. BGLS will take title to the LNG at the inlet flange of the LNG
Terminal.

As a marketer of LNG, Marathon LNG will acquire the LNG subject to the Term Sheet
from various international sources. The Term Sheet obligates BGLS to take or pay for LNG
provided by Marathon LNG under the agreement. BGLS accrues a right to make-up LNG,
subject to certain limitations, however, for any LNG paid for but not taken under the Term Sheet.

The price BGLS will pay Marathon LNG for LNG under the Term Sheet is based on
published index prices for natural gas. Depending upon the amount of time by which Marathon
LNG’s firm delivery confirmation to BGLS precedes the delivery of the LNG, BGLS will pay a
price based upon (i) the First of the Month Inside FERC’s Gas Market Report for Prices of Spot
Gas Delivered to Pipelines, Henry Hub Index; (ii) the First of the Month Inside FERC’s Gas
Market Report for Prices of Spot Gas Delivered to Pipelines, SNG Louiéiana Index; or (iii) the
Gas Daily absolute range Louisiana-Onshore South, Sonat spot prices. Because the contract
price for LNG under the Term Sheet is linked to the market price for natural gas, the LNG
supply covered by the Term Sheet will remain competitive for its duration.

IV.. The Public Interest

Section 3 of the NGA provides that an import or export of natural gas must be authorized
unless there is a finding that it “will not be consistent with the public interest.”® Under Section

3(c), the importation of LNG “is deemed to be consistent with the public interest and must be

$ 15 U.S.C. § 717b(a) (2000).



» granted without modification or delay.”*°

The importatioln duthorization sought by BGLS herein
meets the Section 3(c) criterion and, therefore, is consistent wit}; fhe public interest.
V. Environmental Impact

BGLS intends to use existing facilities for importihg LNG as requested herein and thus
this application neither contemplates nor requires the construction of new facilities.
Consequently, grantiﬁg this application will not involve a federal action significantly affecting
the quality of the human environment within the meaning of the National Environmental Policy
Act." Accordingly, neither an environmental impact statement nor an environmental assessment
is required.

VI.  Request for Waiver of 10 C.F.R. § 590.201(b)

BGLS respectfully requests waiver of the requirement that applications for import
authorization be ﬁled. at least 90 days in advance of the proposed import. Pursuant to section
590.201(b) of DOE’s regulations, good cause exists to permit the proposed importation to
commence promptly upon the issuance of the authorization requested herein. The Term Sheet
was only assigned to BGLS in December of 2003. At that time Marathon LNG had no firm
supply of LNG. Marathon LNG is now prepared to deliver LNG to BGLS as early as April 27,
2004. Expedited approval of this application will allow this new source of supply to enter the
U.S. market at the earliest opportunity, which will benefit consumers. Consequently, BGLS

requests that the long-term import authorization requested herein become effective upon the

issuance of an order by DOE, or in any event, no later than April 20, 2004.

- Sonat Energy Services Co., Order Granting Long-Term Authorization to Import Liquified Natural Gas

From Trinidad and Tobago, DOE/FE Order No. 1549, FE Docket No. 99-93-LNG (Dec. 8, 1999).
H 42 U.S.C. §§ 431, et seq. (2000).



| VII. Reporting Requirements
BGLS proposes the following repoﬂfng requirements, which are consistent with those
provided by OFE in prior orders granting long-term authorization to import LNG:'?

A. Within two weeks after deliveries begin, BGLS must provide written notification
of the date that the first import of LNG occurred.

B. With respect to the LNG imports authorized in this docket, BGLS will file within
30 days following each calendar quarter, quarterly reports indicating, by month:
1) the total volume of LNG imported in Mcf and MMBtu; ii) the country of origin;
iii) the name(s) of the seller(s); iv) the point(s) of entry; v) transporters, including
the name(s) of the LNG tankers used; vi) the geographic market(s) served; vii) the
average landed cost per MMBtu at the point of importation; and viii) the per unit
(MMBtu) demand/commodity/reservation charge breakdown of the contract price,
if applicable.

C. The first quarterly report required by paragraph B will be due within 30 days
following the first complete calendar quarter that follows the commencement of
deliveries under this authorization.

VIIL. LNG Importation Within Corporate Power Of The Company

The opinion of counsel, required by 10 C.F.R. § 590.202(c), showing that the proposed

importation of LNG is within the corporate powers of BGLS is attached as Exhibit A.

12 See, e.g., BG LNG Services, LLC, Order Granting Long-Term Authorization to I_inpon Liquified Natural

Gas from the Federal Republic of Nigeria, DOE/FE Order No. 1932, FE Docket No. 03-76-LNG (Dec. 30, 2003); El
Paso Merchant Energy, L.P., Order Granting Long-Term Authorization to Import Liquefied Natural Gas, DOE/FE
Order No. 1780, FE Docket No. 02-26-LNG (May 29, 2002).



IX.  Related Regulatory Pro"c_eedlings

Neither BGLS’s request for import authorization, nor a.ny .matter related thereto, is being
considered by any other part of DOE, including the Federal Energy Regulatory Commission, or
by any other federal agency or department.

X. Conclusion

WHEREFORE, for the foregoing reasons, BGLS respectfully requests that OFE
expeditiously consider the instant application and, pursuant to Section 3 of the NGA, as
amended, grant BGLS authority to import into the United States pursuant to the terms of the
Term Sheet up to 58 Bcf equivalent of LNG per year for a term of 17 years. BGLS submits that

a grant of such authorization would be consistent with the public interest.

Respectfully Submitted,

S. Decker
Attorney for BG LNG Services, LLC

March 26, 2004
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Corporate Power Of The Company
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BG LNG Services, LLC

BG LNG Services, LLC
5444 Westheimer, Suite 1775
Houston, TX 77056

Telephone: 713-403-3741

Fax: 713-403-3781
March 24, 2004
Sally Kornfeld
Office of Natural Gas and Petroleum Import and Export Activities
Fossil Energy

U.S. Department of Energy
Docket Room 3E-042

Forrestal Building

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

Dear Ms. Kornfeld:

This opinion is furnished in accordance with the requirements of 10 C.F.R. § 590.202(c),
in conjunction with the application of BG LNG Services, LLC for an order requesting long-term
authorization to import liquefied natural gas pursuant to Section 3 of the Natural Gas Act, as
amended.

I am counsel for BG LNG Services, LLC, in the above-referenced matter, and as such, I
am familiar with the Articles of Incorporation, By-laws, and corporate records of BG LNG
Services, LLC. I have examined these and other relevant documents and am of the opinion that
the proposed importation of liquefied natural gas by BG LNG Services, LLC is within the
corporate powers of BG LNG Services, LLC.

This opinion is submitted solely for the purpose of this matter, and may not be relied
upon by the Office of Fossil Energy, or by any other governmental entity, or any person, for any
other purpose.

Respectfully Submitted,
e O w%’*
n T. Klein

Attorney for BG LNG Services, LLC
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: CONSENT AND RELEASE AGREEMENT -

This CONSENT AND RELEASE AGREEMENT (this “Con_'sgﬂt’ and Release”) is
dated as of the 6th day of November 2003, among Marathon LNG Marketing LLC (“Marathon”),
El Paso Merchant Energy, L.P, (“EPME") and BG LNG Services, LLC (“BGLS”). S

‘'WITNESSETH:

WHEREAS, Marathon (as successor to Enron Americas LNG Company) and EPME (as
successor to Sonat Energy Services Company) are parties to (1) that certain letter agreement
dated October 13, 1999 and the Term Sheet attached thereto (the “Term Sheet”) as amended by
the letter agreement dated as of the date hereof, between Marathon and EPME (the “Letter
Agreement”), (ii) the Expert Determination Agreement, dated as of August 22, 2003 (the “Expert
Determination A greement”), and (iii) the letter agreement dated as of the date hereof under
which EPME agreed to provide certain security for any cargoes scheduled by Marathon under
the Letter Agreement on the terms and conditions set forth therein (the “Security Letter

Agreement”); and

WHEREAS, EPME, BG Gas Marketing Ltd and BGLS are parties to the Elba Assets
Purchase and Sale Agreement dated as of the date hereof under which EPME has agreed, among
other things, to sell and transfer to BGLS all of its rights under the Letter Agreement and the
Expert Determination Agreement and BGLS has, among other things, agreed to assume, as of the
Effective Time, all of EPME’s obligations thereunder arising from and after the Effective Time,
subject to the terms and conditions contained therein (the “Elba Asset Purchase Agreement”);

and ) .

- WHEREAS, under the Security Letter Agreement Marathon agreed to deliver this
Consent and Release to EPME and BGLS. :

- NOw, THEREFORE_, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

1. Consent.

(@) Subject to the provisions of this Consent and Release, Marathon hereby consents
to the assignment by EPME to BGLS of EPME’s rights and obligations under the Letter
Agreement and the Expert Determination Agreement, which assignment shall be substantially in
the form of the Assignment and Assumption Agreement attached as Exhibit A to this Consent

- and Release (the “Assignment and Assumption Agreement”).

(b)  Effective as of the Effective Time, (i) BGLS shall be substituted for EPME undér
the Letter Agreement and the Expert Determination Agreement, (ii) BGLS shall be bound by the
terms of the Letter Agreement and the Expert Determination Agreement and will ‘assume,
observe, perform and discharge all of EPME’s liabilities, duties-and obligations under the Letter
Agreement and the Expert Determination Agreement arising after the Effective Time. EPME



shall be relieved and released from such liabilitiés, duties and obligations under the Letter
Agreement and the Expert Determination Agreement arising after the Effective Time and EPME
shall not;be deemed as a guarantor or, be secondarily liable for, the duties and obligations of
BGLS; provided, however, except as set forth in Section 2 below, EPME shall continue to be
liable for all claims, liabilities, damages, indemnities, and causes of actions arising out of or in
connection with the Letter Agreement and the Expert Determination Agreement prior to the
Effective Time. '

_ (¢) . No other action or consent of Marathon or any of its affiliates is required under
the terms of the Letter Agreement or the Expert Determination Agreement or any other
agreement between Marathon or any of its affiliates, on the one ‘hand, and EPME or any of its
affiliates, on the other hand, to assign EPME’s rights and obli gations under the Letter Agreement
and the Expert-Determination Agreement to BGLS.

2. Release of EPME. Effective as of the Effective Time, and in consideration for EPME
entering into the Security Letter and the Letter Agreement dated the date hereof amending the
Term Sheet, Marathon (on its behalf and on the behalf of its affiliates, subsidiaries, successors or
assigns) hereby fully and unconditionally and for all _purposes relinquishes, releases and
discharges EPME and its affiliates and successors and its and their respective officers,
employees, representatives and directors from any and all obligations, actions, causes of actions,
suits, claims, indemnities, judgments, executions and demands -of every nature, kind and
description whatsoever, in law or in equity, whether known or unknown, contingent or fixed,
liquidated or unliquidated, past, present or arising in the future whether in contract, tort or any
other legal theory (collectively “Claims™), with respect to or arising from, any of the matters
asserted or alleged or referred to by Marathon in its letter to EPME dated July 25, 2003 or any
Claim- that (i) Marathon was prevented on or prior to.the Bffective Time from bringing any
cargoes to Southern LNG Inc.’s (“SLNG”) Elba Island LNG Receiving Terminal, or that (i1)
EPME failed on or prior to the Effective Time to fulfill any obligations under the Letter
Agreement to cause SLNG to take, or refrain from taking any action. Marathon hereby
represents to EPME that, to the best of Marathon’s knowledge, EPME has not breached or failed
- to fulfill any of its obligations under the Letter Agreement not released by the foregoing release;
provided, however, the foregoing release shall not include ‘any Claims arising due to fraud.
Nothing in this Consent-or Release shall be deemed an admission by, or otherwise construed
against EPME as an admission, with respect to any of the matters asserted by Marathon in its
letter to EPME dated July 25, 2003 or that it is in breach of, or failed to fulfill, any of its
obligations under the Letter Agreement. ' '

3. Effective Time. "As used in'this Consent and Release, the term “Effective Time” shall
mean the date of the assignment of the Letter Agreement and the Expert Determination
Agreement by EPME to BGLS ‘as evidenced by the execution and delivery by EPME and BGLS
of the Assignment and Assumption Agreement; provided nothing herein shall create any
obligation of EPME and BGLS to consummate such assignment. Should the Effective Time not
occur on or before July 31, 2004, any party hereto may terminate this Consent and Release by so
notifying the other parties. If this Consent and Release is terminated, all parties will be relieved
of any estoppel, representation, release of other obligation hereunder and each party shall be
entitled to whatever rights, claims and defenses it would have possessed had the Consent and
Release not been executed, except for any Claim regarding or arising from the failure to



negotlate the Definitive Agreement (as defined in the Letter Agreement) as a result of Section 8
of this Consent and Release. .

4. Estoppel.

(a)  The Parties hereto represent to each other that to the best of their knowledge and
belief: -

() Attached hereto as Exhibit B is a true, correct and complete copy of the Letter
Agreement and the Expert Determination Agreement

(ii)  Other than the" Secunty Letter Agreement there are no  agreements or
understandings, whether oral or written, between two or more of them relatmg to the subject
matter of the Letter Agreement or the Expert Determination Letter.

~ (b)  Marathon represents to EPME and BGLS that Marathon has not assigned any of
its rights or obligations under the Letter Agreement or the Expert Determination Agreement to
any person or entity.

()  EPME represents to Marathon and BGLS that EPME has not assigned any of its
rights or obligations under the Letter Agreement or the Expert Determination Agreement to any
person or entity.

5t Covenant:  Bach party to this Consent and Release covenants and agrees, for the
benefit of each of the other parties hereto, that it shall not assert or claim (and that it shall be
estopped from asserting or claiming) whether by direct cause of action or by way of defense to a
claim or by counterclaim, in any formal or informal proceeding (including, but not limited to, a
judicial, arbitration or administrative proceeding), that, as of the date hereof the Letter
Agreement or the Expert Determination Agreement is not in full force and effect or is not legal,

valid, binding or enforceable in accordance with its terms.

6. Representatxons Each party hereto represents and warrants that it has full power and
authonty to execute, deliver and perform its’ obllgahons under this Consent and Release, no
consent, authorization or approval is required for it to execute, deliver and perform its
obhgatlons under this Consent and Release, and that this Consent and Release i is its legal, valid,
bmdmg obligation, enforceable in accordance with its terms, except as such enforcement may be
- subject to bankruptcy, 1nsolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights generally and by general pnnclples of equity
(regardless of whether the enforcement thereof is sought in a proceeding at law or in equity).

7. Guaranties. BG Energy Holdings Limited has executed and delivered to Marathon a
Guarantee, a copy of which is attached hereto as Exhibit C and Marathon Oil Corporation has
executed and delivered to BGLS a Guarantee, a copy of which is attached hereto as Exhibit D,
which guarantees will only become effective as of the Effectwe Tlme

8. Standstill Covenant. From the date hereof until the ea:rher ef (1) the Effective Time, and
(ii) December 31, 2003, neither EPME nor Marathon shall have any right or obligation under the
Letter Agreement or the ExPert Detemunanon Agreement to negotlate the Deﬁmtwe Agreement :



(as defined in the Letter Agreement) or to subrmt any dlspute or proposal relating to the
Definitive Agreement to the Expert appointed under the Expert Determination Agreement. For
the avoidance of doubt, followmg the Effective Time, BGLS shall not be bound by any proposal
or position taken by EPME prior to the Effective Time under the Letter Agreement or the Expert
Determination Agreement with respect to any disputes over proposed contract language of the
Definitive Agreement (as defined in the Letter A greement).

9. Amendment to Letter Agreement.

(a) Effective as of the Effective Time, the Letter Agreement shall be amended so that
the following shall apply with regard to the calculation of Rollup Costs (capitalized terms used in
this Section 9 shall have the meaning as set forth in the Letter Agreement except for any
capitalized terms defined in this Consent and Release):

@) Interest. No interest on Rollup Costs shall be charged to or paid by Marathon for
the period prior to the Payment Commencement Date _

(i) Variable Charge s. Rollup Costs shall not include Variable Ch_a_rges_. |

(ii)  Adiustment to Rellun_AcmunL}

@iv) IT Credits. EPME hereby represents to BGLS and Marathon that during the
year 2003, Southern LNG Company  received’ fou;j__(@ -cargoes under Inten'uptlble Terminal
Service, Rate Schedule LNG-2, at the Elba Island Facility. In the first quarter of 2004, EPME
(ie., as the holder of firm capacity) shal! use reasonable efforts to cause Southem LNG
Company to credit EPME for these cargoes in accordance with the apphcable FERC tariff (the
“Refund”). Within three days of EPME’s receipt of such credits, EPME shall refund Marathon
its share of such credtts by making payment of them by wire transfer to the follovm]g bank

5 “account of Marathon

BANK: |
CABA:
'ACCOUNT!

W) Promptly folloWing’ the execution of this Consent and Release, EPME will
provide to Marathon a revised statement of Rollup Costs reflecting the new balance stated in this
Section 9 and the provisions of this Section 9 shall, as between Marathon. and EPME, be applied _
between the date hereof and the earlier of the Effective Time or the termination of this Consent

" and Release (the “Pre-effective Period”) in determining the amount to be paid by Marathon to



EPME under the Letter Agreement during such period with respect to Rollup Costs. In the event
that this Consent and Release terminates as provided in Section 3, this Section 9 shall be deemed
to have no force and effect. In such event, nothing in this Consent and Release shall prejudlce
any claim, defense or right of either Marathon or EPME regarding the calculation or payment of
Rollup Costs. Acoordmgly, in the event of the termination of this Consent and Release, EPME
shall be entitled to issue a revised Rollup Cost statement without giving effect to this Section 9,

including a revision of the amounts which EPME believes were due durmg the Pre-effective
Period ‘had the provisions of this Section 9 not been utilized in preparing the Rollup Cost
Statement. In the event EPME issues a revised Rollup Cost statement and Marathon and EPME
dispute the calculation of Rollup Costs or the amount due by Marathon during the Pre-
Effective Period, upon the resolution of such dispute a final reconciliation of Rollup Costs
actually paid during the Pre-Effective Period and the amount of Rollup Costs determined to be
due shall be made.

: Ll e e e, - - T R
11.  SLNG. From the Effective Time the Term sheet shall be amended by the insertion, under
the heading Performance Requirements, in the first sentence between the third and fourth word
of the sentence, the words “exercise reasonable efforts to”.

12.  Further Assurances. From time to time, as and when requested by any other party hereto,

a party hereto will execute and deliver, or cause to be executed and delivered, by itself or any of
its subsidiaries, affiliates, successors and assigns, all such further documents or instruments and
will take, or cause to be taken, all such further or other actions as the requesting party may
reasonably deem necessary or desirable to fulfill and implement the terms of this Consent and.
Release. :

- 13.  Assignments. This Consent and Release shall inure to the benefit of and bind the parties
hereto and their respective successors and assigns.

14.  Counterparts. This Consent and Release may be executed in multiple counterparts, each
of which shall have the same force and effect as an original document.

15.  Amendment. This Consent and Release may only be amended or supplemented by a
. written instrument executed by all of the parties hereto.



A

IN WITNESS: WHEREOF the parties have caused thelr duly authonze representatives to-
execute this Release on their behalf as of the date first above wntten :

MARATHON LNG MARKE;

& 7%

Name:
Title: WQPW

Name: ) ( 3 '. .L- H"."\;"f_lf- é&n

fes cdf-za-.'.

BG LNG SERVICES LLC




' EXHIBIT A TO CONSENT AND RELEASE AGREEMENT

ASSIGNMENT AND ASSUMPTION AGREEMENT

EL PASO MERCHANT ENERGY, L.P., a Delaware limited partnership, with its offices
at 1001 Louisiana Street, Houston, Texas (the “Assignor”), for and in consideration of the sum of
TEN DOLLARS ($10.00) and other good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, does hereby grant, sell, convey, transfer and assign unto BG
LNG SERVICES, LLC, a Delaware limited liability company, with its offices at 5444
Westheimer Street, Suite 1775, Houston, Texas (the “Assignee”), all of Assignor’s right, title and
interest in and to all of the BGLS Assigned Agreements, as more particularly described on
Exhibit A attached hereto, except that EPME shall retain (and such assignment excludes) all
rights under the Marathon Agreement to receive and collect from Marathon LNG Marketing
LLC. amounts owed (if any) to EPME under the Marathon Agreement insofar as such amounts
constitute a reimbursement of costs incurred by EPME under the Service Agreement dated
December 1, 2001 between EPME and Southern LNG Inc. with respect to terminal services
provided by Southern LNG Inc. between October 1, 2003 and the last day of the calendar month
preceding the calendar month in which this Assignment and Assumption Agreement is executed
and delivered, including all rights to enforce such provision of the Marathon Agreement.

TO HAVE AND TO HOLD the BGLS Assigned Agreements unto Assignee and its
successors and assigns forever.

This Assignment and Assumption Agreement is made pursuant to that certain Elba. Assets
Purchase and Sale Agreement dated November 6, 2003 by and among Assignor, Assignee and
BG Gas Marketing Ltd (the “Purchase A greement”). C apitalized terms used but not d efined
herein shall have the meaning ascribed to such terms in the Purchase Agreement.

Assignee shall be bound by the terms and conditions of the BGLS Assigned Agreements

- and will assume, observe, perform and discharge (i) all of Assignor’s liabilities, duties and

obligations under the BGLS Assigned Agreements arising after the date hereof (ii) all of

Assignor’s liabilities, duties and obligations under the Marathon Letter Agreement, the Marathon

Consent and the Marathon Amendment in each case with respect to any cargoes scheduled prior

to the date hereof by Marathon thereunder but which are not delivered until after the date hereof,
and (iii)(f 00% of the Unpaid Terminalling Charges.) :

This Assig;nment and Assumption Agreement is subject to the terms and conditions set
forth in the Purchase Agreement. Nothing contained herein shall be construed to limit, terminate
or expand the representations, warranties, covenants and indemnities set forth in the Purchase

Agreement. |

This Assignment and Assumption Agreement shall be governed by and construed in
accordance with the laws of the State of New York, without regard to the conflict of laws
principles thereof, that would cause the law of another jurisdiction to apply.

: This Assignment and  Assumption Agreement shall bind and inure to the benefit of
Assignor and Assignee and their respective successors and assigns.

~ Marathon Consent and Release Exhibit A Final 11-06-03.doc



This Assighment and :A"ssumptidn Agreement may be executed by facsimile signature
and in any number of counterparts, and each executed counterpart shall have the same force and
effect as an ongmal 1nstrument

[Signature page follows]

© Marathion Consent and Release Exhibit A Final 11-06-03.doc 2



IN WITNESS WHEREOF, the undersigned have executed this .'A'ss.igilment ‘and
Assumption Agreement this [} day of [ 1

ASSIGNOR:
EL PASO MERCHANT ENERGY, L.P.

By:
Name:
Title:

ASSIGNEE:
BG LNG SERVICES, LLC
By:

Name: _
Title:

" Marathon Consent and Release Exhibit A Final 11-06-03.doc 3



Exhibit B

5555 San Felipe

4 Marathon LNG Marketing LLC Houston, TX 77056
| . - | S P.0.Box3128

Houston, TX 77253-3128
Telephone 713/629 6600

£l Paso Merchant Energy L.P.
. 1001 Louisiana Street
“Houston, TX 77002

November 6, 2003

Subject: Letter Agreement Dated October 13, 1999 between Enron Americas LNG
Company and Sonat Energy Services Company

Ladies and Gentlemen:

The purpose of this letter (the “Amendment Letter”) is to amend that certain Letter
Agreement dated October 13, 1999 between Enron Americas LNG Company and Sonat-
Energy Services Company (the “Letter Agreement”), relating to the LNG receiving
terminal located at Elba Island, Georgia, U.S.A. (the “Elba Facility”) .

The Letter Agreement is comprised of. a three page main body (the “Letter Body”); a
31 page Exhibit A entitled “LNG Sale and Purchase Agreement Term Sheet” (the “Term
Sheet"); and, a 3 page Attachment 1 (with a 1 page Schedule A — “Quality
Specifications™ attached to it) entitled “Quality Letter Agreement” (the “Quality Letter”).
In this Amendment Letter the Letter Body, Term Sheet and Quality Letter are
collectively referred to as the “Letter Agreement™. ° ' '

The Parties to this Amendment Letter agree that the Letter Agreement is hereby
amended as follows:

1. El Paso Merchant Energy L.P. now owns the rights and has assumed the
obligations of Sonat Energy Services Company in the Letter Agreement and
Marathon LNG Marketing LLC now owns the rights and has assumed the

-obligations of Enron Americas LNG Company in the Letter Agreement.
Therefore any reference to “Enron Americas LNG Company” shall mean -
Marathon LNG Marketing LLC or its successors or permitted assigns
("Marathon") and any reference to Sonat Energy Services Company shall
mean El Paso Merchant Energy L.P. or its successors or permitted assigns

 (“EPMEN).
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Xt page 14 of the Term Sheet, delete in its entirety the first full grammatical
paragraph, under the subject “Terminaling Costs " and in its place insert:
“The term “Roll-Un Costs" shall mean. with respect to a aiven month:

At page 1 of the Letter Body, in the second grammatical paragraph, delete the

hrase “and Attachment 1 thereto (“Quality Letter Agreement’)” and at pages

1 and 2 of the Letter Body, in the third grammatical paragraph of the Letter
Body, delete all usage of the phrase “and Attachment 1 thereto.”

At page 6 of the Term Sheet, delete the fifth full grammatical paragraph in its
entirety, under the subject “Annual Contract Quantity,” and in its place
insert the following: "Contract Year” shall mean each of the following periods:

the period beginning on the Obligation Date and ending on the immediately

following September 30, and each twelve consecutive month period

thereafter beginning on October 1 and ending on Septembér 30, or in case
 there is less than twelve consecutive: months from September 30 until the end

of the Term, the last day of the Term.” ) '

At page 13 of the Term Sheet, delete the second full grammatical paragraph

in its entirety, under the subject “Rate Moratorium." -

At pages 13 and 14 of the Term Sheet, in the third full grammatical paragraph

beginning on page 13 and ending on page 14, under the subject’

“Terminalling Costs " delete Su_bga_ﬂ_(a)___i.ﬂjis_enﬁmhLaﬂdJﬂisert.imits___nlacn—.-
~ the following: '

~—ATpage 14 of e |efm Sheet, delete subpart (b) in its entiretv. under the -

~ subiectt Terminallina Costs " and in its nlace inser._

é
-



/

Page 3

8. At péQB_ 15 of the Term Sheet, in the Iast_pé-rtiél_ Qiémmatical_ paragraph at the

end of the page, under the subject “Quality,” delete the phrase “Except as set
forth in the Quality Letter Agreement attached-hereto as Attachment 1,” and,
~ after subpait ‘()" change “all LNG” to.“All LNG" so that the paragraph-shall
‘begin as follows: “(i) All LNG to be delivered ..." o
9.  Atpage 16 of the Term Sheet, in the first partial paragraph, under the subject

“Quality.” in the second line of the page add the parenthetical “(the “Quality
Specifications”)" after the. phrase “in SLNG’s FERC Gas Tariff.”

-10. . At page 16 of the Term Sheet, in the first partial grammatical paragraph,

under the subject “Quality.” in lines §, 6.and 7. delete the phrase “that does
not meet the quality specifications set forth in the Quality Letter Agreement
(the “Quality Specifications”)" and insert in its place the following phrase: “that
- does not meet the Quality Specifications.” B T e ey
11. At page.19 of the Term Sheet, in the second full grammatical paragraph,
‘under the subject “Cargo Scheduling,” at the end of the first sentence that
begins with the phrase “Enron Americas shall confirm each cargo ..." add the
phrase ‘which confirmiation shall state the LNG production facility that is the
source of the supply for such cargo (with respect to each such cargo.the
“Supply Facilities”).” ' e o -
12. At page 21 of the Term Sheet, in the second full grammatical paragraph,
'under the subject “Title & Risk,” delete the second sentence in its entirety
‘and in its place insert the following: “Title to all LNG to be purchased and - [
~ sold shall pass at the Delivery Point.” . - :
13. At page 21 of the Term Sheet, in the third full grammatical paragraph, under
_ the subject “Transportation,” delete from the first sentence the phrase
' 140,000 cbm” and in its place insert the phrase “145,000 cbm (vessels
outside of this range may be used provided they are compatible with the Elba
~ Island Facility and SLNG FERC Gas Tariff.)" ' =L
14.

15.
16,
17. W"Wsmmﬁe_eﬁm‘(i) at thie top of the page, under the o
- subject “Performance Requirements,” delete the phrase “and certificates - :
{



that may be required to complete the modifications to the Eiba Island Facility
_ required by the Quality Letter Agreement”.
18. Delete all of Attachment 1, the Quality Letter.

Except as expressly amended above, the terms and prowsnons of the Letter Agreement
remain in full force and effect .

BG LNG Services Cagacy‘ Reiea_se_.

This Amendment Letter is effective November 6 2003, and shall be binding upon the
parties and their successors and permitted assigns.

If you are in agreement with the foregoing, please sign and return one copy of this
Amendment Agreement, which thereupon will constitute our agreement with respect to

its subject matter.

Very truly yours,
Ma_rathon LNG Marketing LLC

By:

Name:

Title:

Page 4



Duly executed and agreed on __2003by: .

El Paso Merchant Energy-Gas L.P.
By:
Name: _
Title:

Page 5



wiao 3gdUr o TLided Axthy Jvd e W bi

LNG Sale & Purchase Agreement Term Sheat _ v ¥ ' Conf-danﬁ;al
Page 1 : '

October 13, 1999

Enron Americas LNG Comparny
333 Clay Street

Suite2100

Houston, Texas 77002-7361

Gentlsmen:

This letter agreement (the “Letter Agreement”) will confirm the mutual
commitment between Sonat Energy Services Company ("Sonat Energy") and Enron
Americas LNG Company ("Enron Americas’) (each a "Party* and collectively. the
*Parties") 1o negotiate in good faltth and execute on or betore November 15, 1999
{unless-such date is postponed by mutual agreement of the Parties), a definitive
agreement providing for the sale ot liquetled natural gas ("LNG") by Enron Americas to,
and the purchase of LNG by, Sonat Enerdy on the terrms and condttions descdbed in
Exhibit A hereto and such other terms and conditons as may be mutually agreed upon
by the Parties (the “Définitive Agreement®). -

" The terms and conditions contalned in this Letter Agreement, including Exhibit A
("LNG Sate and Purchase Agreement Temm Sheet") and Attachment 1 thereto (*Quality
Letter Agreement*), shall be fully binding upon the Parties until superseded by the
Definitive Agreement or until otherwise temminated. The Parties shall jeintly appoint, no
fater than November 15, 1999, an expert experienced inthe LNG and United States
natural gas Industries. In the event the Parties are unable to agree on the designation of
an expert. the selection of the expert shall be submitted to arbitration pursuant to the
terms hereof, in which case each Party shall nominate one expernt and the arbitrator
shall select the exper from the Paries’ nominees based on all relevant facts and
circumstances, Including such nominee's expertse and ability to remaln impartial. In
the event the Parties are unable to agree completety on the terms of a Definttive
Agreement as of November 15, 1999, or such later date as the Parties have mutually

agreed, the Parties shall refer all unresolved matters 1o such expert for resolution.

 With respect 10 each unresolved matter (or related matters), each Party shall gw‘z_/
‘submil its proposed contractual tanguage no fater than one week after such referral,

The expert shall consider the competing submissions and shall render a decision by

selecting one of the two proposals on a matier-by-mater basls (without modgication

thereto). The expert shall be instructed that his decision must be consistent with the

terms and conditlons described in Exhibit A hereto and Attachment 1 thereto and that

where both Partles' proposals meet this criteridand the criteria below, he shall select

the one that Is most appropriate in fight of all relevant facts and circumstances and is

(z‘( |
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most consistent with the principles and guidelines set forth in this paragraph. In
rendering his decision, the expert shall consider, onty to the extent not inconsistent with
the terms and provislons of Exhiblt A hereto and Atiachment 1 thereto (2) the principle
that the terms and conditions of the Definitive Agreement must otherwise be consistent
with the proposed FERC Qas Taritf of Southem LNG Inc. ("SLNG") and with the LNG
sales agreement between Sonat Energy and the suppfiers of the DQ (as defined in
Exhibit A), (b) the standards commonly utilized In the LNG industry and in the United
States natural gas industry, and (¢) commercial principteswgen_e_ml!y applicable to ®
projects that are to be financed using limited recourse project financinginthe
intemational market and () service agreements with FERC-regulated facilities. The

expert shall render a decision on all such matters withln three (3). weeks of the referral. '

Such dedcision shall be binding on the Parties (and not subject to further arbitralion or
appeal), and the Definitive Agreement, inoluding the contractual language sglec@ed by -
the expen, shallbe effective and binding on the parties as of the date of the expert’s

" decision. : % xom Ty = _
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~ Inthe event of a subsequernt open season with respect to the Elba Island .'Facitity
{other than one mandated by FERC) where the capacity s awarded to any alfflliate of

- SLNG, Sonat Energy shall-.ensu rethat this Agreement remains In force as between

such affiliate and Enron Americas; provided, however that (1) 1 such aftiildte recelves
less than one hundred percent (100%) of such capacity, the ACQ hereunder shall be
proportionately reduced, and (i) the ACQ shall be further reduced by any.amount of
capacity awarded in such open season to Enfon Americas or any affiliate thereof.

T — i —
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Fiense acknowledge your agreement to Ihe larms sel out abovo by signing and
returnmg tousad upl'cate copy of thts Letter Agreemnt. 5
-Smcereiy 7

| SONAT ENERG SERVICES COMPANY

M‘achaolG Byme |
Vice Presideni

Accepled and Agreed to this (3 _ day of October, 1999,
ENRON AMERICAS LNG COMPANY

oy 0L,

Douglas Rotenberg
Vice President

i

; 'e"_,

i
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EZXHIBIT A

LNG Sale and Purchase: Agreement
Term Sheet

‘October 13, 1999

~ Enron Americas: . Enron Americas LNG Company or any successor in interest thereto
. | - (*Enron Amedcas®).

 SonatEnergy: ~ Sonat Energy Serwces Cornpany or any successor in interest
' : -thereto (*Sonat Energy')

Agreement: This Term Sheet until &t is replaced by a Definitive Agreement, and
thereatter the Defi mtwe Agreement

Tem: Sevenleen (17) years from the Start Date with Enron Americas'
- “option on at least three (3) years notice for up 10 an additional five - -
(5) years; provided, however, that the term shall not extend beyond
the twenty-second (22™) anniversary of the In-Service Date (as
~ defined in SLNG's FERC Gas Tariff); provided further, however,
that Enron Americas, on or bafore the Exlt Date, shall have the
right, without penalty or any lnabdzty whatsoever, to terminate this
Agreement (the “Exit Right®). :

Dedicated '

Quantity: Sonat Energy’s Dedicated Quantity (*DQ°) shall mean, in any -
Contract Year, the quantity of LNG that Sonat Energy is obligated V’J
to purchase during such Contract Year for delivery to the Elba
Island Fac:‘lity from British Gas Trinidad and Tobago Ltd. and its co-
venturers in the train 2 and traln' 3 expansion projects for Atlantic
LNG Company of Trinidad and Tobago and each of thelr respective
affiliates, successors Ininterest and assignees.

-Acceptance; - Lk

Extt Date: Followang execution of the Letter Agreement, and not fater than the

- date that SLNG accepts the Certificate (the “Acceptance Dale”),
~ Sonat Energy shall use commercially reasonable efforts to secure

“and, as applicable, cause SLNG to secure, all ancillary agreements:

-. and other undertakings reasonably' required to ensure that the

~* reactivation of the Elba-Island Facility-can be achieved In a timely

- mannér so as to allow Sonat Energy to commence taking LNG from

~ ‘Enron Americas rio later than the Obligation Date. At leastten (10)
R, days prior to the last day«that SLNG Is entitled to accept, in -
%% accordanoe with 18 CF.RT §157.20(a] 1he Certificate (the

Lc*f
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'Acceptanoe Deadline Date”) hut no earler than twenty (20) days

after. the FERC's issuance of the Certificate, Sonat Energy shall

notify Enron Amaericas (the “Certificale Notification®) of (i) SLNG's

determination 1o accept or not to accept the Cedfficate, and (i) the
extent to which the ancillary agreements and other undertakings
identified above have been obtained. In case SLNG accepts the
Cettificate #t shall include in the Certllicate Notification the date

- upon which SLNG plans to acoept the Certificate (the *Planned
~ Acceptance Date®). in tha case where SUNG has determined 10

re;ect the Certificate SLNG shall require the DQ suppliers either to

_exercise of 0 waive any. rights. they may have to acquire SLNG. (the -
“DQ Acquishion Rights®) pdor to the issuance of the Cenificate

Notfficatlon, and shall mclude the status of the DQ Acquisition

. Fllghts theram:_

Upon Enron Americas' receipt of the Ceriificate Notification, Enron
Americas shall have five (5) days (the expiration of which shall,

: - subject:to extension as set forth below, be the “Exit Date") to

provide .Sonat Energy ‘whh notification (the “Enron Americas
Notification®) as to (i) whether or not Enron Arnencas will terminate

this  Agreement as provided under “Temm,” above (which

- termination shall be effective on the- ‘Acceptance Date), (Il) whether

o or.not Enron Americas wnll exercise its Step-ln Rights If notified that

SLNG has determined to reject the Certificate and the DQ suppliers
have not exercised thelr DQ Acquisition Rights, and (iii) whether.or

-not-Enron Americas will exercise its Extension Optlon, as set forth

- below, I Enron Americas has not terminated this Agreement on or

- befors the Exit Date and a petition for rehearing with respect to the
. .Cerificate Is filed (other than a peiltion filed or caused to be filed by

-~ Enron Americas or any of its afflllates) after Enron Americas has

- ' sent the original Enron Americas Notlfication, Enron Americas shall
-+ have the. right,. {o be exercised within two (2) business days after
oo the: expmhon -of the period in which such pefitions for rehearing
= fay:be-filed, to modity its Enron Amercas. Notification (i) to

. terminate this Agreement o‘t[ll) to exercise its Extension Option. If

the Planned Acceptance Date ts ptor to the Acceptanoe Deadline

e

s
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Date, Enron Americas has the right (the “Extension Option") to
extend the Exit Data bv sanotifying Sonat Energy and paying to

‘Sonat Energy . ’n immediately available funds (the

*Extension Payme: u-g'-m'ﬁi‘a date that Enron Americas gives notice
that it is exercising the Extension Ogtion. Upon Sonat Energy's
recelpt of the Extension Payment, the Exit Date shall be extended

“until the eadler of (i) the Acceptance Deadline Date, (i) the second
“anniversary of the Acceptance Dale, o () the Reactlvation Date.

#f Enron Amercas exercises its Extension Optlon .and later

 terminates this Agreement prior to the new Exit Date, Enron

| Stepinighs:

Americas shall pay *~ ©~nss Cnergy in immedlately available funds

an amount equal td ‘¥or each calendar month (or pro rata

" for any part thereoi) veween the date upon which the Extension

Option was exercised and the date upon which the Agreement is
terminated. Notwlthstanding anything herein to the contrary, Enron
Americas shall not:-be enliled to exercise s BExtension Option I
Enron Amaricas or any of its affliates has made any filing with the

_ FERC after the date hereof that has the result of delaying the

Acceptance Deadline Date.

If, within ten (10) days of Sonat Energy’s notice to Enron Americas
of SLNG's determination to accept the Cartificate, SING does not
so accepl, such obligations and rights of the Partles with regard to
the Ext Date shall be eleend_ed, provided that the Acceptance
Deadline Date has not occurred (even in the event that Enron

Amerlcas has notlfied Sonat Energy, that it will termlnate, In which

case the termination shall be void and a new Exh Date shall take

effect as applicable), until five (5) days dfter Sonat Energy re-issues
a Certificate Notification. In such event, Sonat Energy shall
thereafter be required. to re-issue the Certificate Notification as
provided in the first paragraph of this section *Acceptance; Exit
Date." '

At the time SLNG a&:cepté the Cerlificate, Sonat Energy shall notify
Enron Americas of the Acceptance Date and tumish Enron
Amaricas a copy of such notice of acceptance.

SING shall not accept the Cerificate before the Acceptance
Deadline Date:if both Enron Americas and the DQ suppliers
request in writing that SLNG defer acceptance of the Certificate
until that date.. ' E

f the DQ. suppliers exercise their DQ Acquisition + Rights, the

* Agreement will remain in full force and effect du ring the Term of this
-Agreement.. - - = ' ' L"'r/

-
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| I, after the Certficate is lssued Sonat. Energy advises Enron

Americas that SLNG has determined not to accept the Certlficate

~ and that the DQ stppliers have elacted not to exercise their DQ

Acquisttion: Rights, then Sonat Energy shall cause Southem Natural

Gas Company ("SNG°) 10 offer to sell to Enron Americas (the
*Slep-in Rights®) for a period of five (§) days (the “Step-in Period),
3l (but not less than ‘all) of the nssued and oulatandmg shares of
' 'common stock of SLNG (the “SL e :

'}n

iirs

o

e “Ste -in
Enton Americas Tammem—

the Step—m R:ghts at the ‘time {he- Certificate is issued, Sonat

‘Energy shall cduse SLNG to grant Enron Americas access to all

ralevant boaks and records and: contractual obllgatlons of SLNG

_commonly available for due diligence review in connection with
. acquisitions in the energy Industry, but not otherwise publicly

available. If Enron Amercas exercises its Step-In Rights:.

(@) Enron Amenga_s shall (i) provide written notice of such
' exercise 10 SNGQ within the Step-In Period (lj) within five (S)
days after sending such written nolice, either pay to SNG the
Step-in Purchase Prce In Immediately available funds or
deliver to SNG a guarantee by Enron Americas’ uftimate
parent (in form and substance satisfactory to SNG in its sole
discretion) of Enron Americas’ obligation to pay to SNQ,
within thity (30) days, the - Step-in Purchase Price In
immedlately available funds, and (i) .be deemed to have
waived any remmnmg Exit Rights t has under this
Agreement;

(b) SNG shall, upon receipt of the Step-in Purchase Price, (i)

© cause SLNG to accept the Certificate and (i) after recelving

~all required govemment approvals, transfer the SLNG
shares to Enron Americas; -

(¢)- The SeMcaf"Agree_ment-.:.-.bat_ween SLNG and Sonat Energy

sha]! rémaln ln full :lorca and effect;

(d) Any obl!gation of Sonat- Energy in this Agreemanl to cause

or {o atlempt to cause SLNG to take or refrain from taking

any action shall be excused and, after such step-in, Sonat
Energy shall have no fiability hereunder to Encon Amedcas

for any acts or omissiqns of SLNG;and =~ L v
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'-(e) « i Sonat ‘Energy’s agree_mﬁht_ wrth the DQ suppliers

terminates in connection with the decision of the DQ
suppfiers not 't exerclse their DQ Acquisition Rights. (i)

- Enton Americas shall be obligated 1o pay Sonat Energy one
fhiundred percent (100%) of the actual 1otal costs (including

all fixed and varlable charges) thereafter incurred by Sonat
Energy under the Service Agreement with SLNG, (i) this

Agreement shall remain in effect with respect to the ACQ, .

‘and {ili) Enron Americas and Sonat Energy will enter into a

separate deft-~ve agreement regarding the defivery of up to

 ‘amadditional  3cf of LNG annually by Enron Americas to
"+ the Efba Istanaracility under the following price structure:

@
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~ ‘provided, however, that such additional tems and provisions shall
" not result In

[ Ao LNG Sale & Purchase Agreement Term Sheet o 0. 3431
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In connection with the exscution of the Definitive Agreement, the
Parties shall conslder additional terms and provisions intended to
protect’ Enron’ Americas’ interests should the govemmental

‘approvals necessary to transfer the SLNG shares not be obtained:

ot re Sonat Energy -or SNG undertaking any additional
iterial obllgations or incuming any incremental dsk from the

* structure set torth herein.

1 the event Enron Americas exercises fts Step-in Rights, SNG
shall have the right to" repurchase from Enron Americas, upon

termination ‘or expiration of the Agreement for any reason, the

'SLNG Shares (the *“Repurchase Rights’) for a purchase price In

cash equal to.the depreciated book value of the Elba Island Facllity

(as reflected on SLNG's books of account as reported to FERC) as

of the date SNG exerclses such Repurchase Right.

'nténijjdfaheously-vﬂﬂiﬂie execution of the Definltive Agreement,

" .Enron Americas and SNG shall enter into a separate agreement

Annual
Contract Quantity:

' Reactivation of
 Elba fstand:

related to-the’ Step-in- Rights and Repurchase Rights set forth
herein, which agreement shall fix the Step-in Purchase Price (or
provide a-mechanism for fixing it pror to the expected date of the
Certificate. Notification)- and contaln affirmative and negative
covenants related to Enron Americas’ ownership of and conduct of
tha business of SLNG during the pendency of the Repurchase
Rights. : ,

Anntal Contract Quantity ("ACQ") shall mean, in any Contract
Year, a quantity of LNG equal to fifty-eight (S8) Bcf (or the pro rata
portlon thereof in any Contract Year less than 365 days) as may be
adjusted as provided herein. Enron Americas shall be entitled to
supply such LNQ ln-accordance with this Agreement from any LNQ
production facliity-throughout the world.

“Contract Year shall -.rr_iean each of the following perlods: the
period beginning on-the Obligation Date .and ending on the
immediately followlng Decqmber 31, and each full calendar year

thereatter prior to the end of the Temm, and the perfod from January
1 of the year the Term ends until the end of the Tem.

Enron Armericas shall have the dght, i agreed to by the DQ
- suppllers, 'to request that Sonat Energy use reasonable efforts to

“ cause SLNG to delay, by, a perlod of not less than six (6) months,

the reactivation of the Elba Island Faity, provided that () such _

o1
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delay is allowed by and consistent with the Cedificate and (i)) Enron

Americas pays forty-one percent (41%) of any costs incurred by
_ Sonat Energy in connection with such delay (or such greater
‘portion of such costs as: required.to obtain the consent of the DQ
- suppliers). 3 ’

Purchase o - I &
And Sale: Beglinning on the earlier of (x) the dale that Sonat Energy notifies
. - Enron Americas that the reactivation of the Elba island Facility has

been completed (the “Reactivation Daie) or (y) eighteen (18)
‘months (plus the period of dalay, if any, agreéd for the Reactivation
. Date) following the ‘Acceptance Date (in either case (x) or (y), the
‘Obligation Date®), unless otherwise . excused under this
Agreement, Enron Americas is obligated to deliver, and Sonat
Energy is obligated to take and pay for or pay for if not taken (up to
a tolal annual quantity equal to the ACQ) each carga of LNG that Is
(i) scheduled to be delivered by Enron Americas pursuant 1o the
Annual Program, and (Ii) confirmed for firm delivery by wrtten
notlce from Enron Americas to Sonat Energy no later than elght (8)
days prior to the commencement of the two-day arrival window for
such cargo, as set forth in the following paragraph.

Any cargo for which Enron Americas dellvers a firm dellvery
confimation at least thirty (30) days pror to the month in which
such cargo is scheduled to be delivered pursuant to the Annual
Program, shall be refarred to as a *30-Day Firm Quantity." Any
cargo for which Enron Amedcas dellvers a fim delivery
confimation fess than thirty (30) days, but at least ten (10) days,
prior 1o the month [n which such carga is scheduled to be delivered
pursuant to the Annual Program, shall be referred to as a *10-Day \QJ{V
Flrm Quantity.” Any cargo for which Enron Americas delivers a firm
delivery confirmation less than tea (10) days ptior to the month in
which such cargo is scheduled to be delivered pursuant to the
 Annual Program, but at least eight (8) days pdor to the
‘commencement of the two-day amival. window for such cargo, shall
‘be referred to as an “8-Day Firm Quantity” and collectively with 30-
Day Firm Quantitles and 10-Day Fim Quantitles as the °Firm
~ Delivery Quantities.” If the Obligation Date occurs prior to-the
’ Reactivation Date, (i) the ACQ from the Obligation Date untll the

| Reactivation Date shall be deemed to be on an annualized basis o

 -fifty-eight (58) Bcf without any adjustment thereto based on the ‘-

.~ actual capactty of the Elba Island Faclity during such period.and (i)
Sonat . Energy “shall have no obligation 1o take or pay for LNG

““hereundér during’ such period to- the -extent the delay la the
Reactivation Date was thaTesult of an event ot Force Majeure. - ’ c.( '
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~ Altemate Delivery - -
Points: '
_Facility, or in order to take
“Take of Pay/D
- altemnate defiveqy polft for recet
hereundef, provided that Sonat

livery Failure,”

it there is temporary epera-ﬁ'on'al-consfrélnl at
Make-Up Quantities

N0 G4
Confidential

the Elba island
as described In

Sonat Energy may designate an
t of any quantities
‘Energy amanges its

to be delivered
own shipping.

pays any adduional’ costs associated with or ansing out of the

defivery 1o such
- fimitation, ferminaliing costs- ‘En
shipping if such

provision
- requirements for such ship, and Sonal
~ thereof and apy"_laddit_i_brialxcosts 10 Enron

in connection with the defive

pursuant to this paragraph shiall be deemed
- and taken at the Elba
obligations se IO

8-S

alternate  delivery polnt, i

l W ty of such cargo
Delivery Point. Any volumes delivered 10 an altemate

does not matedally intedere with its other
Energy
Amerd

covers the cost
cas and its affiliates
to the Altemate
dellvery polnt

to have been defivered
\stand Facility pursuant to Sonat Enerav's
‘e seclion_"Sale & Pu .

rcha.

__M'-

Take or Pay/ E
Delivery Fallure: Should Sonal
| . Agreement, 10

Amercas for

Energy fal, for reasons

in the event thal Sonat Eneray
taken by Sonat Energy -
" Energy shall have the ﬁgﬁrﬂfﬁﬁg_!ﬁé"lﬁ?e'
Contract Years 10 '

take such quantity of LNG

take LNG as required hereunder, I shall pay Enron

unexcused by thls

pays for any quantity of LNG not

~—. ) then Sonat

(srrrﬁfncma.tely following
("Make-Up _Ouantlty")
- Led
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: ;"Sbna! Energy may deslgnate an ahemate
- delivery pomnt Tor recetpt of :_ts Make-UE Quantities. as_nmmdad_nm_‘

it Enron Arnancas falls to deliver any cargo of Fimn Defivery
Quantities, unless otherwlse excused, Enron Americas shalf be

flable to Sonat Energy for all dama_q___[nmm.aan.msuh.nLEnmn.— WJL‘

Americas’ fallure ta defliver

Payments by Sonat Energy for take-or-pay llabilities and by Enron
- Americas for non-dellvety liabilities shall be due in the month

following the month in which such llability was Incurred, based on
~ the expectad quanﬁty of LNG in the 'app!icable cargo.

_ Round Up/ :
ﬁound Down: ~ laany Cont:act Year Enron Amencas shall be entltled to request an
increase In the ‘ACQ by an amount up 1o the volume of one full
- cargo In order 10 permit an even-number of full cargoes to be
included In the Annual Program. Sonat Energy shall be entitled to
o o either accepl or reject suq_ﬁ reqUest. 7K ﬁw request :s granted, lhec?‘
- ; ; x C

| 2843016 Hourwm Servar 1AV
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Al‘;‘d'-tor lh'e_ following Co:uract _\_"eéz?' shall be reduced by the

amount of the Increase in the ACQ granted by Sonat Energy. I

-Sonat Energy does. not -accept the request, the ACQ for the
~following Contract Year ~shall be increased by the difference
_between the ACQ and the quantity of UNG that Enron Americas
- was permitted to Include in the Annual Program.

- Price:

The: price (exﬁres';se,d:lfsf Unrled .Siates Dollars per million British

thermal units (USS/MMBIY) to be paid for each MMB of LNG
~ delivered her eunder (as adjusted herein) shall be:

@ | --\
o |
i

«©

Y

" (*Delivered Volume® ot “DV"), which shall mean with raspect to a

In each case_the prce shall be applied to. the delivered volume

| '--'.;_sglv.an month, the quantity. of LNG delivered during such month by
©_Enron -Americas, determined in accordance with this Agreement,

and reduced lo account for any fuel used, and lost and

~ unaccounted tor gas (*Fuel Gas") at the Elba Island Facility and the
.-+ quantity-of gas retumed 1o Enron Americas' LNG Tanker to replace

- the LNG discharged (*Retum Gas). Sonat Energy shall provide

. ..Enron Americas with copies of all measurement data recelved from:
- SING -.-xdth-'-‘respect_to-l?uel ___Gq_s-:_-and El_.atum Gas attributable to

et L R e

 Extended Period .

| TMstis-Houmon Sarver 1AL
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Pricing:

In the evenl this Agreement is extended beyond the intial
'seventeen (17) year term, the price to be paid for LNG purchased

- - hereunder shall be neaotiated bv the Parties;

it
i

Term:nalrng 00515' Cornmenclng with the later of the first day of the month !ollowmg

‘the-month - in which SLNG's FERC Gas Tarff becomes effective
- (the “In-Service Date") or October 1,2003 (the later of such dates,

the *Payment Commencement Date®), Enron Americas shall pay

~Sonat Energy each month during the term of this Agreement an
-amount equal to the sum of the following (the "Terminalling Costs®):

e B i i

et Rade

T
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v

rrunies W
3

®)

© -

' - Sonat Energy shall cause SLNG to provide Enron Americas with all

s S e . -reasonable detall relating to tems to be Included in the Teminalling

e = -os oo -o-Costs and: shall endeavor to-ensure that SENG gives- consideration

g - - - to.any comments or suggestions Enroh Americas makes with
©_ respect to such Temminalling Costs. "Enron Americas’ oblfigation to

z,c""

P
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" pay Teﬁninal_ﬂ_ng Costs shall not be._aﬂecléd’by;any reduction in the L

ACQ" L

Notwithstanding anything 10 the. conlrary in this Agreement, Enront
Americas shall not'be‘“responsible‘ for any costs arising out of ot
3 assodhted:w‘dh'Soha!-Enefgy’s. unexecused faiture to comply with -
. SLNG's FERC Gas Tariff unless such failure 1s attributable to Enron
 Americas of eny affifiate thereol. S - :

" Duties and Taxes: Al customs, 1axes, excises. fees, duties, lavies, charges and othet
. assessmonts payable on ‘ot with respect to the sale or delivery of
_ LNG to Sonat Energy, 18 exponation from the countty of odigin and
the importation of LNG by Sonat Energy into the United States that
arise pdor 10 0t at the Delivery P i be in

:E'{!Oﬂ Amencas-

' Jhe paries Tan
~gonsider auémat_we"macnamsms wn e Definltive Agreement” in
order 10 inimize taxes. ;

Billing and ' _
Payment: On or before the enth (10th) day of each month following the
~ month in which the carier of the Stat Date or the payment
Commencement Date occurs (i) Enron Ama dcas shall forward \© WL
Sonat Energy 8 monthty statermert indicating the total amount due
10 Enron Ameficas n such month for all amounts accrued to Enron
Americas in the previous ‘month pursuant to this Agreement, and
(ii) Sonat Energy shall forward 1o Enron Americas 2 monthly
- staterment for the 10l amount due 10 Sonat Energy in such month

péﬁi;ery point . The delivery point for LNG (the “Delivery Polat’) shall be the ilet
B {tanae of the LNG mto‘adiunjﬂe'-..ax:-_ma Elba tsland Facilibe

S .

-Qualtty: o _' Except as sot forth ‘in"thé‘t’)uéﬁty“l;e&er Agreeméﬁi"iﬁ'a&ied hereto
- g e s ~ "as Attachment 1, () al LNG 0 be defivered by Enron Americas _
o . " S - Lc?
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pursuant to this Agreement must conform 10 the quality
specifications contained in SLNG's FERC Gas Tariff and (i) Sonat
Energy shall have no duty to aceept or pay for nonconforming LNG.
Sonat Energy shall cause SLNG to use reasonable efforts to accept
(NG from Enron Americas that dosés .not meel the quality -
~ specifications set forth in the Quality Letter Agreement (the “Quality
. Specifications”); provided, however, that (i) & SUNG rejects any
quantity of LNG that does not meet the Quality Specifications,
Sonat Energy will-be deemed to have rejected such quantity and
shafll have no Rabliity to Enron Americas with respect to such
quantity, () netther. Sonat Energy nor SUNG shallhave aay duty to
install'any additional equipment or modify any.existing equipment in
order to facilitate SLNG's acceptance of such LNG, and (iii) Enron
_ Americas will bear financial responsibliity for and shall relmburse or
diréctly fund, at the direction of Sonat Energy or SLNG, 100% of all
incrémental costs (both capital and operational) and lablilties
 (direct, indirect and consequential) Incured by SLNG or Sonat
. Energy In connection with the acceptance of LNG not meeting the
' Quallty Specifications. = s

Determination of el
Capacity: ' Not later than ninety (90) days prior to the commencament of each
Contract Year, the Partles shall, together with the DQ suppliers,
jolntly determine the capacity of the Eba Island Facility. If such
partles are unable to agree upon the capacity of the Elba Island
Facility, the issue shall be referredtoa mutually-agreed upon
exper for resolution. ln making his decision, the expertshall
considerall relevant tactors, including but not limited to the number,
“frequency, delivery schedule and size of any LNG Tankers
~ delivering LNG to the Elba 1stand Facllity, the operational capability
" “and capacity of the fadilities of the Elba Island Faclilty (including
-pumps, tanks and vaporization units) and the then-existing total
sustainabla capacity of the take away pipelines serving the Elba
* {sland Facility, and operatlonal limitations imposed by law, rule or _
' “regulation, but excluding any fimitations imposed by SLNG's FERC. '
- .Gas Tarif.nat otherwise imposed by law. rule or reaulation.

 Additional - - i SF Meie oge gt IR, o
fhed o Capactty‘ .. .Upon the completion “of the Vaporizer Improvements the Partles ;
7 “ishall-determine the Incraasg In capachy of the Elba Island Facility - '

- e

g - 2045016 Houston Server 14\
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attributable o such Vaporrzer lmprovements (the ‘Addltsonal
Capacity’). If the Partles are unable to agree on the Additional

Capacity, the lssue shall be referred {0 a mutually-agreed unon -
. aman_lar_iesgtuhm.,

Cargo Scheduling: Beginning on the Obligation Date, each of Enron Americas and the
DQ suppliers (collectively, the “Scheduling Parnies® or each, a

"Scheduling Party*) shall have the right to schedule for delivery

_ during each Contract Year such Party’s pro rata share of the total

capacitw.of the Elba Island Fadllity. up to a tatal anaual canacitv of

Enron Americas and the DQ suppliers shall have equal priority with
respect 1o all aspects of the schedullng of LNG cargoes In the
Annual Program and the 90-Day Schedule within jhe annual
quantities allocated to each such Schedulmg Party with respect to
the deltvery of such cargoes.

The DQ suppllers shafll have the right to schedule additional
cargoes for delivery during a Contract Year to the extent that the
—_1otal annual canacitvy of tha Fiba !qland Facilite evrasds

Not fater lhan ninety (90) f prlor lo the commencement of each DM{\
Contract Year, Enron Amencas and the DQ suppuers shall each

e
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submit to Sonat Energy such Scheduling Pary's proposed
schedule for cargo deliveries during such Contract Year along with
an explanation of any operational and/or shipping considerations.
~Based on the principles set forth above, Sonat Energy shall consult
with Enron Americas and the DQ suppliers and, thereafter, issue an
annual defivery schedule (the °Annual Program®) to each
Scheduling Party, which Annual Program shalfl reflact (1) to the
extent reasonably practicable, each of the proposed schedules

' submitted to Sonat Energy by Enron Americas and the DQ
- suppliers, (i) any operational fimitations at the Elba Island Facillty

detemmination on capacity as provided for in “Determination of

Capacity’).

‘Upon completion of the Annual Program, the ACQ for each
Contract Year will be adjusted, if necessary, to reflect the total

“quantity of LNG that Enron Americas Is scheduled to deliver to the

Elba Island Facllity as set forth In the Anaual Progam. The
adjustment of the. ACQ shall not affect Enron Americas’ obligation
to pay the Teminalling Costs as set-forth in this Agreement.

~The Annual Program: issued by Sonat Energy shall set forth a

two-day armival window for each cargo proposed to be deliverad
during such Contract Year. The pattem of deliveries by Enron
Americas and the DQ suppliers in the Annual Program will be at
rates and intervals that are reasonably constant throughout the
Contract Year. ' '

if either Enron Americas or the DQ _s.qppﬁers do not believe that the

~Annual Program complles with the detalled Cargo Scheduling

Principles In this Agreement and the LNG sales agreement

‘between Sonat Energy and the DQ suppliers, respectively, such

- Scheduling Party shall have the right to submit such dispute 10 a

- mutually agreed-upon expent for review and resolution. The expert

shall be instructed to render his decision no less than thirty (30)
days -prior to. the. commencement of the Contract Year. The

expert's decision shall be premised on the annual capacity of the
-Elba - Island Facillty - being - equal to that determined In

) “Detemmination of Capacity* above and shall be final and binding
- -upon all the parties. The ACQ shall'be reduced by any quantities of
- LNG requested by Enron Americas for lnclusion in the Annual

e

j

: m'mﬁ'.}'_”"" L

| Program but which are not. scheduled by the expert. The
-adjustment of the ACQ shall not-reduce Enron Americas'-obligation
to pay the Teminalling Costs &5 set forth in this Agreement. / e

2 PR B Rt " Ho’;;é@:g'i.; P, 31)53'

and, (jii) applicable provisions of SLNG's FERC Gas Tariff (except to
the extent such provisions are in ditect conllict with the expert's
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e Not later than the 15" day of each month, Sonal Energy shall, after
e - consultation with Enron Americas and the DQ suppliers, daliver 10
- each cther party a three-month forward plan for cargo deliverdes 10
the Elba Island Facility (the *90-Day Schedule®), which shall follow
the applicable Annual Program (or the most cumrent draft thereof) to
the extent reasonably practicable and shall set forth a two-day
arrival window _for each cargo to be delivered ‘during such
three-month period. Each 90-Day Schedule shall reflect alf
adjustments, i any, necessitated by deviation from pror 90-Day
Schedules so as to maintaln to the extent reasonably practicable (i)
the total dellveries forecast in the Annual Program and (i) the
- scheduling priorities described above. )

Enron -Americas shall' confimn each cargo of Fim Delivery
Quantities  scfieduled for delivery in the 90-Day Schedule at least
eight' (8) days prior to tha commencement of the two-day arrival
window for'such' cargo. Enron Americas shall confirm each cargo
of Redelivery Quartiies scheduled for delivery in the 90-Day
- Schedule at least thirty (30) days odor 1o tha eommanmamant of the

two-dav amival window f

During the period of commissioning of eithar Enron Americas' LNG
- production facllities and the 0Q suppliers' LNG production facilities,
the Scheduling Parties shall cooperate, to the extent reasonably
practicable, in providing scheduling ‘flexibility o each other
Scheduling Party in order to facilitate the timely commissioning and

slaa-up of such facilities.

Each of the Scheduling Parties shall cooparate In implementing, to
the extent reasonably practicable, even production and dellvery
rales so as to facilllate the smooth performance of the Annual
- Program, as modified by each 90°Day Schedule. Upon the request
.| of either Enfon Americas or the DQ sUppliers, Sonat Energy shall,
- Upon' consuttation with and agreement by the other Scheduling
- Panty, revise the most recent 90-Day Schedule when appropriate to
- Mmeet operational requirements with the overall objective of fulfiling '-{_,
- the Annual Program. Enron Americas_shall not unreasonably T
... withhold Its:consent 10 requested revisions. to the Annual Program -

| 284 16-Hourion Sarver 140
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and the 90-Day Schedule, subject to the agreement of the DQ
suppliers 1o adhere to the same standand. )
It Enron. Americas or.its LNG Tanker gives notice of readiness after
its scheduled arrival window, Sonat Energy shall, subject to the
applicable terms. and conditions of SLNG's FERC Gas Tariff, use j
reasonable efforts to accept such delivery as saon as reasonably
_-prdcﬁqabie:..nﬁided.-howeyer. that (i) no cargo of LNG scheduled .
- in-the- Annual Program for delivery by the DQ suppliers shall be
deldyed from unloading within its arrival window, except with the
consent .of the DQ suppliers, ' (il)- Enron Americas shall be
Sonat Energy for any economic loss sufered by
‘the DQ suppliers due o the acceptance of such
elive d (i) ¥ Enron Ameticas or its LNG Tanker gives
~_natice of readiness within the twenty-four (24) hour period following
- the scheduled amival window, only that percent of the cargo not.
unloaded within the same twenty-four (24) hour period shall be
- . considered late. : '

W the DQ suppliers ‘or its LNG Tanker gives notice of readiness
after its scheduled arrival window, Sonat Energy. shall, subject to i
- the applicable terms and conditions of SLNG's FERC Qas Tariff, |
use reasonable  efforts to. accept such defivery as soon as
reasonably practicable; provided, however, that () no cargo of LNG
scheduled. In the Annual Program for delivery by Enron Americas
shail be delayed from unloading within its arrival window, except
with the consent of Enron Americas, and (i) Sonat Energy shall ,
compensate, or shall cause the DQ suppliers to compensate, Enron ’_.
Americas for any economic loss suffered by Enron Americas due to -’
the acceptance of such late delivery.

Upon receipt of Enron Amerlca’s first notice regarding the delivery
of each cargo of LNG, Sonal Energy shall notify Enron Americas’

as to Sonat Energy’s anticipated operational abillty to receive such

~ cargo, which notice shall include information on (7)) the amount of i
-Inventory In SLNG's tanks, (If) the expected gas send out rate until
~the first. day:in* Enron - Americas' arival window, and’ (i the
. expected amival windows of the LNG Tankers to amive Immediately
before and immadlatelv after . Enron Amerdcas’ arrival window.

- 2450 | Hasim Server 141
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Enron Americas shall attempt with the DQ suppliers to develop
Jolatly a set of *mutual aid® principles between themselves by which
each of-them will, upon the request of the other Scheduling Party
and with the Qblective of fulfiling the Annual Program, use
reasonable efforts to -minimize . economic losses incurred in
connection with shipping limitations. '

Title- & Risk: -Risk of loss of all LNG to.be purchased and sold shall pass at the
_ Delivery Polnt. Title-to all LNG to be purchased and sold shall pass
~at the last point where ihe LNG Tanker in route to the Elba Island

Facilty is outside the terrtorial waters of the United_States: e
. provided, however, that Enron Americas will fully indemnify and
“hold hammless Sonat Energy and each of tts affiliates from and
against all risks of loss, claims, liabilties and expaenses associated
. with the passage of title prior to transfer of custody of the LNG at
the Delivery Point. Thle and rsk of loss of all regasified LNG
}'eputchased by Enron Americas shall pass at the outlet flange at
the tallgate of the Elba Island Facillty,

Transpontation: Enron Americas shall be responsible for transporting all quantities
of LNG provided for hersunder to the Elba Island Facility via one or
more LNG Tankers ranging in capacity from 70,000 cbm to 140,000
cbm, each of which shall be subject to approval by Sonat Energy
based upon compatibility with the Elba.island Facilty and
compliance with SLNG's FERC Gas Tariff, Including all notice
requirements pror to berthing. The LNG Tankers shall further
comply with all applicable intemational and local laws, conventions,
rules and regulations. ; '

Laytime/ e e _ o ' "

Demurrage: - Subject to the temms and condltions of SLNG's FERC Gas Tarff,
allowed laytime and the basis for determination thereof, as well as
the caleulation of demurrage charges and other customary charges
related to port delays, shall be-as agreed In the Definitive

~ Agreement based on standard LNG Industry Practice.
~ StatDate: - Sonal Energy will provide {o Enron Ameticas all relevant

infornation pertaining to the inltiation date of the DQ.

e .......On o_r..before Januéry1'.*200.:1',.Ehron"Ameﬁchs-sh-ali-pmv_!de—Sonat s
By Energy with a three hundred-sixty-five (365) day window beginning - Wl
- no earier than January 1, 2002 for the delivery of the first cargo to e

. . - : : e A
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the Elba Island Facliity by Ehron Americas (the "One Year
Window"). No later than one hundred eighty (180) days prior (o the
(irst day of the One Year Window, Enron Americas shall provide

'Sonat Energy with a one hundred eighty (180) day window within

the One Year Window for the dellvery of:the first cargo to the Elba
Istand Faclity by Enron Americas (the *180.Day Window"). No later
than sy (60) dayswrior to the first day of the 180 Day Window,
Enron Americas shall provide to Sonat Energy a thirty (30) day
window within tha 180 Day Window for the delivery of the first cargo

~ to'the ElbaIsland Facility by Enron Americas. The date on which

the first cargo is delivered to the Elba {sland Facilty by Enron
Americas (the-arival of such cargo 1o be property noticed as per
the Definitive Agreement) shall be definad as the “Start Date.”

The Partias agree to the gene ralfprlncip]‘e that neither Party shall be
liableto the other (ar such other Party’s affiliates) for any failure to
perorm or for delay n ‘performing any obligation, . except the
obligation to pay money due, lo the extent that such Party's
pedormance Is prevented, interfered with or delayed (in whole or in
par) as a result of an event of Force Majeure as defined below.
For the avoldance of doubt, to the extent Sonat Energy is unable to

take quantities of LNG due 1o any event of Force Majeure, Sonat

Energy shall also be excused from fits obligation to pay for such
quantities nottaken during such perlod of Force Majeure.

. "Force Majeure® shall mean, with respect to either Party, any event

of circumstance beyond the reasonable control of such Party and

s affiliates, each such Party having acted as a Reasonable and

P rudent Operator, and which results in or causes the failure of such
Party to perdorm any one or more of its obligations under this
Agreement. ln addition, any “lorce majeure* (as such temn Is
defined in the FERC Gas Tariffs of SLNG and SNG) of SLNG' or
SNG shall be desmed to be a Force Majeure of Sonat Energy for
all purposas hereof. ,

;'Heaso,nabte and Prudent bperatbr.‘ shall mean a person acling in

- -good (aith with the intention of performing its contractual obligations
~and who, in so dolng and in the general conduct of its undertaking,

exercised that degree of skill, dillgence, prudence and- forasight

- which would reasonably and -ordinarily be exercised by a skilled

 and experienced person complying with applicable taw engaged in
the same type of undertaking ‘under the same or simllar circum-
- stances and conditions. - : - : :

N0 9401 P 35/%3.
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. Notwithstanding the lo'regoirig; Force Majeure shall nciude, but not
. be limited to, the. tollowing events and circumstances to the extent

~ that such interfere with a Party's performance hereunder.

i fice, flood, atmospheric distarbance, lightning, storm,
"7 typhioon, ~tomado, ‘eathquake, tandslide, soil erosion,

subsidence, washout, qp‘idenjiic or other acts of Qod,
i strike, ockout or other industrial disturbance;

i loss of, damage lo or failure of such Pady’s facilitles or any
assets used with or useful 10 (ecsiving or producing LNG at

such facllity, to the exient such event ls not within the
reasonable control of such pParty, '

w.  delayin completion and testing of any stage of construction
or refurblshment of such Patty's facliities or any asset used
or useful to receiving or p Ucing LNG at such facllity so as

10 prevent or delay the sama from becoming operational on
a contnuing basis, 0 the extent such defay is not within the
reasonable control-of such Party;

v.”  acts of a govemmental entity of agency, of national, port of

" other local authodty (Including the U.S. Coast Guard) having

judsdiction, Including. bul .not fimited to, the issuance of

promilgation of any court ordet, taw, statute, ordinance, tule,

regulation or directive, the effact of which would prevemt,

delay or make unlawful a Paty’s peromance hereunder, of

~ would require such Party, In order to comply with such act, to

take: mieasures ~ which. are unreasonable in the
clrcumstances; . :

%,

P
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‘Nothing herein. shall be construed to relieve a Party of its obfigation
to pay sumsé of money due of that may become due under this
Agreement. Notwlthstanding any provision herein 10 the contrary,
in the event of a Force Majeure declared by either Sonat Energy or

" Enron Americas, Enron Americas shall be obligated 10 pay the
Terminalling Costs during such event of Force Majeure.

The Definitive Agreement shall provide for the adjustment ol the
ACQ based on the oceirmrence of eventis) of Force Maieure.’

B L |

A
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" The Definitive Agreement shall contain standard notlfication
provisions in the event a Party experiences an event of Force -
Majeure, and the non-affected Party shall be entitled to make

‘altemative _arrangements 1o mitigate the Impact of such Force
- "Majeure. The Parties ghall exercisé reasonable diligence 1o ensure
resumption ‘of normal pedormance under this Agreement after the
~ occurrence :of any event of Force Majeure, and, pror to resumption _
~ of normal performance, the Parties shall corttirive to perform their
“obligations under this Agreement 10 the extent not atfected by such
. event of Force Majeure. :

Pedormance . L '
. Requirements: ‘Sonat Energy shalt cause SLNG to act as a Reasonable and Prudent
- ~ Operator with respect 10 all matters where SLNG's pedformance is
‘necessary for the performance of Sonat Energy under this Agreement,
including but not limited to:

()~ Pursuing the Application and the issuance of the Certificate
by FERC and any additlonal applications and certiicales that
- may be required 0 complate the modifications to the Elba
" |sland Fadility required by the Quality Letter Agreement,
(@  Pursuingand maintaining all permits, authortzations and
: approvals that are necessary for SLNG 1o operate the Elba
. lsland Fadlity pursuant 1o SLNG's FERC Gas Tariff;
(@) = Subjectio the receipt of all approvals, carrying out lts
il _ construction activitles and otherwise implementing the .
' refurbishment and modification process in a timely manner
and on a cost-etficient basts taking into consideration
- SLNQG's service obligations and the requirements of long-
term reliability; and S
 (iv) Operatingthe Elba {sland Facility on a cost-efficient basis
< -{taking into conslderation SLNG's service obligations and the -
"' requirements ot long-term reliabllity) and In a refiable manner
and exercising commercially te asonable efforts to remedy

. -any damage to; breakdown of, ‘or other reason {or the failure

+ of the Elba Island Fyaﬁﬂi? {or any reason. :
" The Patties agree that the %CQ shall be determined (as provided it - |
~ “Detemination of Capacity”) and the Annual Program on lhwo\}}_‘. !_
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as‘sqr_hhtion that these :peﬁorrnahce requirements have been and
will be met and that any damages ansing as a resutt of a failure to
. meet the above-r_equir_eman't_s will be limited 10 the obligation of

Sonat Energy (i) 1o take and pay fof. or pay for it not taken, any

~ cargoes ﬁw-at'-oould-'_noi- be delivered as a result of such fallure and
() to pay damages for fallure to deliver to Enron Amerlcas, al the
daily rate set forth inthe Redelivery Notice, the Defivered Volume

of the Redefivery Quantitles.

Covenants and : B e o C Pk '
~ Representations: Enron Americas represents and warrants that it shall have good

and marketable title 10 the LNG sold urider this Agreement. Each

Paty covenants thal, in the event ot any. breach, defautt or other

fallure by the thec Party under this Agreement, the non-defaulting
Pany will take commerclally 1 asonable. steps to mitigate the
damages suffered by such non-defautting Party as resuft of such
breach, defauft-of other faflure.
Approvals: The Partles’ obligations 1o oné& another In connection with this
transaction shall be condltioned upon the receipt and acceptance
~ on terms acceptable 1o the receiving Party In its sole judgment of all
United States regulatory “approvals: and pemits required in
connection with this transaction. including without limitation, any
approvals or permits which are required by SLNG for reactivation of
the Elba. island Facllity. tf all approvals necessary for the
reactivation of the Elba Istand Facllity have not peen obtained by
the Sunset Date, as defined pelow, either Party may terminate this
~ Agresment on thirty. (30) days written nofice 1o the other Party and '
neither Party shall have any continulng obligations of tiablity under
this Agreement (except 10 pay amounts, i any, that are owed as @
result of performance Of non-peronmance occuming priof to such
tarmination). The "Sunsel Date® shall be a date agreed upon by
_the Parties in the Deflnitive Agreement; provided, however, that
unless both Parties agree otherwise, such date must be between
October 1, 2001 and April 1, 2002, : ' :
Securlty: No tater than the date of execution of ‘the . Definilive Agreement,
' each Party shall defiver to the other Pary a guarantee by its
. utimate pareat guaranteeing the obligations of the Party delivering
* the guarantee. In the event either- Party fails to deliver such
gu'arantea_-pursuant to this paragraph, the other Party shall have,.In

-

" addttionto al other rights and remedies available at law, the right to
" terminate this Agreement. - Eo . R

indemnity:

ARG Heu (on Serer AV, Wahs
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Of Remedles: |

~ Conlfidentiality: Except as provided hereln, information or documents which come
into the possession of one Party from the other Party in coanection

“with the negotiatian or performance of this- Agreement, including

this Agreement or any summary or description thereol, may not be

communlcated or otherwise disclosed to third parties. However,

either Party shall have the dght to disclose -such Information or

documents to: (i) s direct or indirect shareholders: (i) legal
counsel, accountanis, other professional consuttants for either
Party or 1o the parents or owners of 8 Party; (iii) providers or
prospective providers. of finance; (iv) # required by any order of
court or any law, rule, regulation, or directive of any govemment
agency with jurisdiction over a Party; or (V) to the extent such

information or document has entered the public domain other than
through the fault or negligence of the Party making the disclosure.

Governing Law:  New York law, including the New York Uniform Commercial Code
(but excluding any conflict of laws rules or principles, other than
Section 5-1401 of the General Obligations Law). The Unted
Nations Convention on Contracts for the Intemational Sale of
Goods (the Vienna Sales Convention) shall be specifically
excluded. ' :

Dispute Resolution: Any disputes arising out of or in connection with this Agreement

« 5 Wl that cannot be resolved in good faith between Sonat Energy and
Enton Americas, ofher than those which the Padles agree to refer,

to an exper for resolution, shall be settled by final and binding

arbitration before three (3) arbltrators  in accordance with the

Commercial Arbltration * Rules of- the American Arbitration {\\h\‘\
Association as in forcs at fhe time such arbitration is commenced. \!

e
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Any arbitration shall také place. in New York, New York, and the-
language of any arbitration proceedings shall be English. ‘Sonat
Energy shall have the rght to consofidate any arbiration -
proceeding under this Agreement with proceedings involving the
'DQ suppliers # both such proceedings are related to the same set
of facts and circumstances.
Compliance with
Laws: =~ Each Party shall, in the performance of this Agreement, comply
. . with a applicable laws, treaties. statutes, rules, regulations,
“decrees, ordinances, ficenses, permits, compliance requirements,
decisions, orders, directives, and . ‘agreements of, and/or
_'eoncessions and drrangemenits with, any govemmental authority in
efiect on the date this Agreement was -entered into, and as they
may be amended from time to time, including, but not limited to,
SLNG's FERC Gas Tariff and the Foreign Comrupt Practices Act of
1977, as amended ("Laws’). Notwithstanding anything to the
contrary, this Agreement shall not be interpreted or applied so as to
require either Party to do, or to refrain from doing, anything that
would constitute a violation of any Laws.

Assignment: Neither Party shafl assign any of Its rights or obllgations under this
: Agreement without the pror written consent of the other Party,
. which consent shall not be unreasonably withheld; provided,
' howaver, that (i) Enron Americas may collaterally assign this
' Agreement to its lenders in connection with Enron Americas’ .
procurement of financing, and (i) either Party may assiga its rights
and obfigations under this Agreement to any affiliate of such Party
after providing written notice to the other Party of such assignment
No assignment, whéether with or without consent or pursuant to this
clause, shall relleve elther the assigning Party or its guarantor of

any of the obligations hereunder. = - _

Measurements Raslif e, ¥ , S :
And Tests: - Subject 1o the tenms of SLNG's FERC Gas Tariff, Enron Americas
' ' and Sonat Energy shall supply, operate and maintain, or cause to
be supplied, operated and maintained, -such suitable devices for
- gauging, sampling and measuring density, pressure, temperature,
and quality of LNG as are customarily incorporated in the structure
ot maintained on LNG tankers and ports, land structures and
recelving facilities for LNG. Such devices, the required degree of
accuracy and calibration, and the methods and critefla for
performance. evaluation and verification of such devices shall be
‘chosen in advance of thelr use in accordance with industry o
~standards and- as mutually, agreed by the Parties. .. Rights of 4
inspection, calibrating, and ermor adjustments, the settiement of

LT
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disputes and the handing of costs and expenses related 1o the
foregoing shall be handled in accordance with Industry practices

" and as mutually agreed by the Parties and as more fully set forth n
the Definltive Agreement.

Other Terms: This Agreement does not contain an exhaustive list of terms to be
“agreed in relation to the purchase and sale of LNG and further
tarms to be setford in the Definitive Agreement shall include, but
ara not limited to,

@)  provisions 're'g'afdln'g events of default; and

(i) an obligation of Sonat Energy to reasonably cooperate with
_Enron Americas’ lenders in connection with its procurement
_ of financing. ;

Survival: Notwithstanding anything to the contrary herein, the provisions set
{orth under the following headings shall continue and survive the
Aermination of this Agreement for any reason: *indemnity,”
*Limitation of Remedies,* "Confldentiality,” *Goveming Law," and {f'?
‘Dispute Resolution.” P
_ el
_ s t_ :
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| EXHIBIT B
FORM OF NOTICE OF WITHDRAWAL

UNITED STATES OF AMERICA ;
BEFORE THE : |
FEDERAL ENERGY REGULATORY COMMISSION ' l

Southem LNG, Inc. )Docket Nos. CP99-579-000 (Not Consolidated)
' . ' ) ' CP99-580-000

. ) - CP99-581-000

) _ ' CP99-582-000

NOTICE OF WITHDRAWAL OF PROTEST OF
'ENRON AMERICAS LNG COMPANY

Pursuant to Rule 216 of the Commission's Rules of Practice and Procedure, 18 _,
C.F.R. § 385.216, Enron Americas LNG Company ("Enron LNG") hereby submits this
“Notice of Withdrawal” of the Protest Enron LNG filed in this proceeding on August 16, "
1999. This Notice of Withdrawal is with prejudice in the above-captioned proceeding
concerning all claims raised in such Protest by Enron LNG regarding acts or omissions
by Southern LNG, Inc. (“SLNG") to reactivate the Elba Island Terminal.

Since the Protest was filed, Enron LNG and Sonat Energy Services Company
(“SES”) have negotiated a commercial resolution regarding the future use of the Elba
Island Terminal. This resolution addresses and resolves all of the concerns raised in ;
Enron LNG's Protest. _

"Enron LNG now fully supports the applications as currently filed by SLNG
including SLNG's request for issuance of a preliminary determination by December 31,
1999 and a certificate order in the first quarter of 2000, as well as the tariff and rates
proposed by SLNG in the above-captioned proceeding as of the date hereof.

_ Notwithstanding the above, Enron LNG specifically reserves the right to comment
on or object to any attempt by SLNG to amend, modify, or deviate from the proposed
reactivation or operation of the Elba Island Terminal as set forth in the appllcabons filed
by SLNG in the above—referenced docket numbers on July 13, 1999
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._ Respectfully submftted,

Enron Americas LNG Company

By:

Charles A. Moore
Steven A. Weiler
Akin Gump Strauss Hauer
& Feld, L.LP. -
1333 New Hampshire Ave. N.W.
Suite 400
Washington, D.C. 20036
(202) 887-4370

DATED: October 13, 1999
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CERTIFICATE OF SERVICE
I hereby certify that | have this day served the foregoing document upon each
person designated on the official service list compiled by the Secretary in this
“proceeding. '

DATED at Washing_tOn,' D.C., this 13th day of October, 1999.

Steven A. Weiler
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October 13, 1 999

I

Enron Americas LNG Company
333 Clay Street

Suite 2100 _
Houston, Texas 77002-7361

Southem LNG Inc.
AmSouth—Sonat Tower *
1900 5" Avenue North

P.O. Box 2563

Birmingham, Alabama 35203

Gentlemen:

This letter agreement (this "Quality Letter Agreement”) is entered into pursuant to
the terms of that certain Letter Agreement (the “Letter Agreement”) dated as of the date
hereof by and between Sonat Energy Services Company ("Sonat Energy™) and Enron
Americas LNG Company ("Enron Americas") providing for the sale of liquefied natural
gas ("LNG") by Enron Americas to, and the purchase of LNG by, Sonat Energy on the
terms and conditions described therein or in the Definitive Agreement referenced
thereby. This Quality Letter Agreement will confirm the commitments and
understandings by and among Sonat Energy, Enron Americas and Southern LNG Inc.
("SLNG," and together with Sonat Energy and Enron Americas, the "Parties," or.each
individually a "Party”) related to the quality of LNG to be délivered by Enron Americas to
the Elba Island LNG receiving facility (the "Elba Island Facility”) pursuant to the Letter
Agreement. Capitalized terms used herein and not othérwise defined herein shall have

the meanings ascribed to such terms in the Letter Agreement.

In recognition of the consideration set forth hg:'rgi_n and in the Letter Ag_ifeement,
and for other good and valuable consideration, the receipt and sufficiency of which is
- hereby acknowledged by each Party, the Péﬁ-l_ES-héfeﬁx_:'an'_ee._ as follows:

1. Priorto the Exit Date, SLNG, after cohsultation with Enron 'Meﬁcgs' and Sonat
: - Energy, will develop a plan for making certain madifications to the Elba Island |
Facility for the treatment of LNG to be delivered by Enron Americas to the Elba

Island Facility that are necessary to bring such LNG into compliance with the |
quality specifications of SLNG's FERC Gas. Tariff (the "Proposed Modifications®). .-~ - - -

2. Sonat Energy and SLNG will provide to Enron Americas information reasonably
‘requested by Enron Americas to allow Enron Americas to estimate the costs of .
the Proposed Modifications prior Io the Exit Date. | v

28450.1 G-Hoﬁstda Server 1A\ .
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&, | 3. Unless the Letter Agreement and the Definitive Ag'reement are earlier terminated,

Enron Americas may, following the Acceptance Date, direct SLNG to prepare i
and file with the FERC an application seeking authorization from the F ERCto '
construct and install the Proposed Moadifications. S:LNG will diligently pursue -

approval of that application by the FERC.

4. Upon SLNG's receipt of all government approvals for the Proposed Madifications,
together with any changes to such Proposed Madifications or the Elba Islan
Facility required or reasonably requested by the FERC (the “Final s __
Moadifications"), SLNG will make such Final Madifications to the Elba Island - 1

Facility.

5; Subject to SLNG's receipt of all govemnmental approvals for the Final -
Modifications and the completion of the Final Modifications, SLNG hereby :'
agrees, for the term of the Agreement, to waive compliance by Enron Americas ..
with the qualityspecifications of its FERC Gas Tariff so as to permit delivery by
Enron Americas of LNG which meets the quality specifications set forth in ‘
Schedule A to this Qualitv Letter Aareement.

7. ‘Should any modifications be required to make the LNG Tankers utilized by Enron
Americas-and the Elba Island Facility compatible, SLNG and Enron Americas -
shall agree on the scope of such madifications and the most economical method

of achieving compatibility, subject to any requlatorv and aovemmental approvals
- Fequired in conriection therew :

3
b

2845016 Houston Server A
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Please acknowledge your agreement to the terms set out above by signing and
returning to us a duplicate copy of thls letter.
Sincerely,
SONAT ENERGY SERVICES COMPANY
By:__/s/ Michael G. Byme.

Michael G. Byrne
Vice President

‘Accepted and Agreed to this______ day of October, 1999.
ENRON AMERICAS LNG COMPANY
By._._/s/ Douglas Rotenberq

Douglas Rotenberg
Vice President

Accepted and Agreed to this _day of October, 1999.
SOUTHERN LNG INC. |

By:___/s/ Patrick B. Pope
Patrick B. Pope

Secretary

23450._16;Hum13;ﬁ Server 1A\ - .
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Schedule A :
Delivered to Elba Island
: © 1090 BTU/SCF ()
Nitrogen - 011%
co2 0.00% B
H2S ‘ 0.00%
Methane 90.62%
Ethane _ _ -~ 8.05%
Propane S T g 1.01% '
i-Butane 0.09% | e ‘
n-Butane 0.09%
i-Pentane - 0.01%
n-Pentane 0.01%
n-Hexane 0.00% _ ;
n-Heptane : 0.00% .
H20 0.00% :
100.00%

(*) HHV using NGPA method

28450.16-Houswn Secver 1A\
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’ ; : 1100 Louisiana Street, Suite 4000
Houston, Texas 77002-5213
Fax: 713/751-3290

/ o

John P. Cogan, Jr.

O A/ Direct Dial: 713/276-7371
N . | jeogan@kslaw.com

September 5, 2003
BY COURIER

Eugene A. Massey, Esq. _
. Arent Fox Kintner Plotkin & Kahn, PLLC
- 1050 Connecticut Avenue, N.W. '
Washington, - D.C. 20036-5339

Thomas M. Malone, Esq.
Associate General Counsel
Legal Department -

El Paso Corporation

1001 Louisiana Street
Houston, Texas 77002

Gentlemen:

- Asl mentioned in my email earlier this week, I am forwardmg to both of you asigned
ongmal of the Expert Determination AgreemenL

Paragraph 4 of the Agreement provxdes that, while my firm may work on matters for or
against a Disputant (Marathon LNG Marketing LLC or El Paso Merchant Energy L.P., as the
- case may be), I am required to disclose such work to you. Accordingly, please be adwsed that
-King & Spalding is presently mvolved with the follomng maters elther for ot against El Paso
Merchant Energy L.P.: :

1 EPC contract for Elba Island expansnon
2. . RWE domestic gas sales agreements; '
- 3. Western Renewable Energy Network  joint venture ancl
4. - McIntosh generating plant: matter '

Asyou k:_now, we also represent, from time to titﬁe,--certa_'in affiliates of EPME.




EugeneA Massey,Esq Co s =g T
September 5, 2003 - T > TR T o R
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Please let me know if you need any further mfohﬁat_ibn;
Smcerely yours, S ;

W\W\Qf 2 1t

John B Cogan, Jr.

Enclfi"sure

clic::i: 2 Mr Joth Connor (w/Enc!osure)
o el TomaszJ Sikora (w/Enclosure)
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-

ed on 8/22/2003 10‘.27.':04 AM .
Creeiedontt ‘_ EXPERT DETERMINATION AGREEMENT

John P. Cogan, Jr. ("the Expert’), Marathon LNG Marketing LLC ("Marathon™), and El
Paso Merchant Energy, L.P. (El Pasc”) as successor in interest to Sonat Energy
Services Company (Marathon and El Paso, collectively the “Disputant(s)” and the
Expert and the Disputants, collectively the “Parties”) hereby agree as follows:

A Letter Agresment, dated” October 13,1999 (the "Letter Agreement’), requires the
ippolntment-of an Expeit to resolve any disputes between the Disputants that arise in
concluding a Definitive Agreement to implement the Letter Agreement (including Exhibit
A'and Attachment 1 thereto). The Disputants have been unable to conclude a Definifiva
Agreement ‘ within the ‘time frame contemplated .in the Letter Agreement, and the
Disputants have agreed, as set forth in the Letter Agreement, 10 resolve all outistanding
matters related to the conclusion of a Definitive Agreement (“the Disputes”) by reference
to an Expert. The Expert agrees to resolve the Disputes presented in accordance with
the following terms. ' e :

1. Term

This Expert Determination Agreement will apply to the Disputes beginning on the date
of execution of this Expert Determination Agreement and ending on the first anniversary
of the execution date, o _ '

2. Rasponsibllity of the Expert

If a Disputant submits a Dispute to the Expert for determination, the Expert shall render
a decision (the “Decision”) in strict accordance with the scope of the Expert's authority

and mandate as set out in the Letter Agreement.
3. Expert Detennlnation"Ptocédufe

The Parties hereby agree that the Expert shall have discretion to detormine the specific
- deadlines and procadures for the Expert determination and resolution of the Disputes,
- unless otherwise specifically agreed by the Disputants. The Parties further agree that
‘the Expert can eslablish reasonable deadlines for resolution of Disputes in lieu of the
‘three (3) week time limit for the Expert to render a decision on all substantive

unresolved matters submitted to the Expert. ' ' : '

4. Future Relationships / Conflicts

~Nelther the Expert nor the Expert's firn shall undertake any work for or against a
- Disputant regarding the Disputes. Neither the Expert nor any person asslsting the
- Expert-shall personally work on any matter for or against a Disputant, regardiess of
. specific subject matter, prior fo three moriths following cessation of the Expert's sarvices
.. inthe Expert Process. The Expert’s firm may work on matters for or against & Dispitant ... -
-~ while the'Expert Process is pending and thersafter if. such matters are unrelated to the
isputes and provided that, while the Expert Procaess is pending, the Expert shall

promptly disclose that such work has been undertaken by his firm. Each ‘Disputant -
hereby walves any such conflict of. interest. - The Expert shall establish appropriate
' ..-s‘afeguard; to ensure that other members and employecs of the Expert's firm working -~
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on such matters unrelated to the Disputes do riot have' access o any confidential
information obtained by the Expert during t_he__gou;se of the Expert Process.

5. Fees

The Parties agres that this Expert Process will be private and confidential to the same !
extent as an arbitral proceeding under the Federal Arbitration Act. '

7. Privilege and Immunity _ : ‘

The Disputants agree they will neither request nor subpoena the Expert nor any other
members or employees of the Expert's firm assisting the Expert in his work under this
Agreement to testify in any metter for any reason related to the Disputes, nor will the
Disputants request or subpoena the Expert's notes, records or any materials related to
the Disputes in the possession of the Expert, for any purpose. |

The Disputants agres that the Expert shall have the same limited immunity as judges
have under the laws of the State of New York and agree to defend and indemnify the
- BExpert In connectlon with any summons or subpoena arising out of the Expert Process.
. The Disputants also agree that the Expert Is not a necessary party in any judicial, quasi-

 judiclal, arbitration or any other proceading arising out of this Expert Process. -
8. Communications '

* The Disputants and the Expert ageg that any and all communications may be by
. {elephone or by e-mall, provided that there will be no ex parte communications with

- fespeot to any of the substantive issues raised In the Disputes between any one of the
| - Disputants and the Expert. It is agreed that all pleadings filed with the Expert in - .
e - -connection with the Disputes will be submitted in hard copy and deliversd by courier
-+ _8grée, and sent simultaneously by e-mall. The Disputants’ and the Expert's e-mall, .
telephone, facsimile and postal addrese ars as follows: ~ *~~ ~
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Expert
John P. Cogan, Jr.
King & Spalding LLP
1100 Louisiana Sfreet
Houston, Texas 77002
Phone: 713276 7371
Facsimile: 713 276 7440
E-mail;  jcogan@kslaw.com

Marathon
- CIO
Eugene A. Massey Esq
Arent Fox Kintner Plotkin & Kahn, PLLC
1050 Connecticut Avenue, NW.
Washington D.C. 20036-5339
Phone: 202-857-6287
Facsimlie: 202-857-6395
E-mail: masseya@arentfox.com

El Paso

Thomas M. Malons, Esq.
_Associate General Counsel

Legal Depariment

El Paso Comporation

Houston, Texas 77002

Phone: 713 420-5651

Facsimile: 713 420-6060

Email: Thomas.Malone @elpaso.com

10. Governing Law
This Expert Determination Agreement is govemed _by the laws of the State of New Y_ork.

This Expert Determination Agreement is szgned and executed this 224 day of A__L
2003 by and between the Parties.

JOHN P, COGAN, JR.
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Exhibit C

Order of the U.S. Bankruptcy Court for the Southern District of New York
approving the assignment of Enron Americas’s rights and obligations
under the Term Sheet to Marathon LNG



|
UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre Chapter 11
ENRON CORP., et al., . Case No. 01-16034 (AJG)
Debtors. Jointly Administered

------- X

ORDER, PURSUANT TO SECTIONS 105, 363, 365 AND 1146 OF
THE BANKRUPTCY CODE AND RULES 2002, 6004 AND 6006 OF
THE FEDERAL RULES OF BANKRUPTCY PROCEDURE,
AUTHORIZING AND APPROVING (A) THE TERMS AND
CONDITIONS OF A PURCHASE AND SALE AGREEMENT
WITH AMETHYST LNG MARKETING LLC AND (B), IN
CONNECTION THEREWITH, THE ASSUMPTION,
ASSIGNMENT AND SALE OF EXECUTORY CONTRACTS,
FREE AND CLEAR OF LIENS, CLAIMS AND ENCUMBRANCES

Upon the motion dated July 31, 2002 (the “Motion™)" of Enron LNG Marketing LLC
(“ELM?” or “Seller”), as debtor and debtor in possession, pursuant to sections 1035, 363(b), (f),
(m) and (n), 365, and 1146 of title 11, United States Code 11 U.S.C. §101 et seq. (the
“Bankruptcy Code™), for the entry, among other things, of an order authorizing ELLM to assume,
assign, and sell (a) the LNG Sale and Purchase Letter Agreement dated October 13, 1999, by and
between ELM, as successor to Enron Americas LNG Company, and El Paso Merchant Energy,
L.P. ("EPME”), as successor to El Paso Merchant Energy -- Gas, L.P. successor to Sonat Energy
Services Company (the “Letter Agreement”); and (b) the related Quality Letter Agreemem dated
October 13, 1999, by and among EPME, Southern LNG Inc. and ELM (the “QLA” and

collectively, with the Letter Agreement, the “Assets”) to El Paso LNG Elba Island, L.L.C. (“El

! All capitalized terms used, unless otherwise defined herein, shall have the meaning as defined
in the Motion or in the Amethyst Purchase Agreement (as defined herein).
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Paso”) in accordance with the Purchase and Sale Agreement, dated as of July 26, 2002 (the “Fl
Paso Purchase Agreement”), a copy of which is annexed to the Motion as Exhibit “A.” or to the
successful bidder, if any, at the Auction; and the Procedures Ordei‘ having been f;ntered by this
Court on August 9, 2002; and ELM having conducted an Auction in accordance with the
procedures set forﬂl in the Procedures Order; and the Sale Hearing having been held before the
Court on August 28, 2002; and the Court having jurisdiction to consider and determine the
Motion in accordance with 28 U.S.C. § 1334; and due notice of the Motion having been
provided, and it appearing that no other or further notice need be provided; and z;ﬂer due
deliberation and sufficient cause appearing therefore;

IT IS HEREBY FOUND AND DETERMINED:

A The Court has jurisdiction to consider the Motion and the relief requested therein
pursuant to 28 U.S.C. §& 157 and 1334.

B. As evidenced by the certificate of service filed with the Court, anl:l based on the
representations of counsel at the hearing, (i) proper, timely, adequate, and sufficient notice of the
Motion, the transactions contemplated therein, the Auction and the Sale Hearing has been
provided in accordance with sections 105, 363 and 365 of the Bankruptcy Code and Fed. R.

" Bankr. P. 2002, 6004 and 6006, and the Court’s Amended Case Order dated February 26, 2002,
(ii) such notice was good and sufficient and appropriate under the particular circu.mstances, and
(ii1) no other or further notice of the Motion, the transactions contemplated therein, the Auction,
or the Sale Hearing is required.

C. The requirements of Rule 9013(b) of the Local Rules of the United States

Bankruptcy Court of the Southern District of New York have been waived.
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D. A reasonable opportunity to object or be heard with respect to the Motion and the
relief requested therein has been afforded to all interested persons and entities, h}é:luding, but not
limited to, (i) the Office of the Unjted States Trustee, (ii) counsel for the DIP Lenders, (iii)
counsel for the statutory committee of unsecured creditors in the Debtors’ chapter 11 cases
(“Creditors” Committee”), (iv) El Paso’s counsel, (v) the counter parties to the Assets, (vi) all
entities known to ELM to have, or to have asserted, any lien, claim, encumbrance, or other
property interest in or upon the Assets which were to be sold and assigned pumu‘mt to the El
Paso Purchase Agreement, (vii) all known parties who submitted a prior bid for the Assets, (viii)
all known parties who expressed in writing to ELM an interest in the Assets, (ix) all relevant
taxing authorities, (x) the Examiner for Enron North America, (xi) counsel for the Employment-
Related issues Committee; and (xii) all entities who had filed a notice of appearance and request

for service of papers in these cases in accordance with the Court’s Amended Case Order, dated

February 26, 2002.

E. Amethyst LNG Marketing LLC (“Amethyst” or the “Buyer”) bid at the Auction
in accordance with the Procedures Order and was determined by ELM, in consultation with the
Creditors’ Committee, to have submitted the highest and best offer for the Assets, as embodied
in the Purchase and Sale Agreement dated as of August 27, 2002, between ELM and Amethyst
(the “Amethyst Purchase Agreement”), a copy of which is attached hereto as Exhibit “A.” The
Amethyst Purchase Agreement was negotiated, proposed and entered into by and among the
Buyer and ELM without collusion and in good faith. The Buyer is a good faith purchaser in
accordance with section 363(m) of the Bankruptcy Code and is entitled to all of the protections

afforded thereby. Neither the Buyer nor ELM has engaged in any conduct that would cause or
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permit the Amethyst Purchase Agreement to be avoided (or the validity of the sale affected)
under section 363(n) of the Bankruptcy Code or any other provisions of the Bankruptcy Code.

F. The relief sought in the Motion is in the best intclelsts of ELM, its estate and all
parties in interest.

G. Thé Buyer will be acting in good faith within the meaning of section 363(m) of
the Bankruptcy Code in closing the transactions contemplated by the Amethyst Purchase
Agreement at any time after the entry of this Order.

H ELM conducted a bidding process in accordance with the Procedures Order and
determined, in consultation with the Creditors’ Committee, that Amethyst submitted the highest
and best offer for the Assets.

L The Assets to be sold pursuant to the Motion and the Amethyst l;’umhase
Agreement include: (1) the LNG Sale and Purchase Letter Agreement dated October 13, 1999,
by and between ELM, as successor to Enron Americas LNG Company, and EPME, as successor
to El Paso Merchant Energy - Gas, L.P., successor to Sonat Energy Services Company; and (2)
the related Quality Letter Agreement dated October 13, 1999, by and among EPME, Southern
LNG Inc. and ELM. Notwithstanding the commencement of ELM’s chapter 1 l-lcase or for any

 other reason, the Assets have not been terminated under their terms or under applicable law and
remain in full force and effect.

i ELM has advanoed. sound and sufficient business justification, and it is a
reasonable exercise of its business judgment, to: (i) sell the Assets on the terms and conditions
set forth in the Amethyst Purchase Agreement; (i) assume and assign the Assets to Amethyst;

and (iii) consummate all transactions contemplated by the Amethyst Purchase Agreement.
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K. The provisions of sections 363(b), 363(f), 363(m), 363(n), 363(0) and 365 of the
Bankruptcy Code have been complied with and are applicable to the sale of the Assets.

L All of the transactions contemplated by the Amethyst Purchase Agreement,
including the sale of the Assets, are properly authorized under all applicable provisions of the
Bankruptcy Code, including without limitation, sections 105, 363(b), 363(f), 363(m), 363(o), 365
and 1146 of the Bankruptcy Code.

M. ELM and Amethyst have entered into, subject to entry of this Order, the Amethyst
Purchase Agreement wherein ELM and Amethyst agree that, inter alia, (i) the aggregate
purchase price to be paid by Amethyst to ELM is U.S.$31,875,000 (subject to adjustment in
accordance with the terms of the Amethyst Purchase Agreement); (ii) on August 22, 2002,
Amethyst paid the amount equal to U.S.$3,200,000 (the “Deposit™), held by Weil, Gotshal &
Manges, LLP in a segregated attomey trust account; (iii) at Closing, Amethyst shall wire transfer
an amount (the “Closing Payment”) equal to the Purchase Price minus the Deposit (together with
any interest earned in respect of such Deposit) in immediately available funds to the account or
accounts specified 5y ELM to Amethyst in writing on or prior to the Business Day immediately
preceding the Closing; and (iv) the Buyer Parent Guaranty will be maintained in full force and
effect in accordance with Section 8 of the Buyer Parent Guaranty.

ACCORDINGLY, THE COURT HEREBY ORDERS THAT:

1. The findings of fact set forth above and the conclusions of law stated herein shall
constitute the Court’s findings of fact and conclusions of law pursuant to Bankruptcy Rule 7052,
made applicable to this proceeding pursuant to Bankruptcy Rule 9014. To the extent any finding
of fact later shall be determined to be a conclusion of law, it shall be so deemed, and to the extent

any conclusion of law later shall be determined to be a finding of fact, it shall be so deemed.

WCLIENT\AS\ELBA SALE ORDER.DOC



2 The Motion is granted in its entirety.

3. The Amethyst Purchase Agreement is approved in its entirety and is binding upon
the parties thereto. |

4, All parties in interest have had the opportunity to-object to the relief requested in
the Motion and to ﬁle extent that objections to the Motion or the relief requested therein have not
been withdrawn, waived, or settled, such objections and all reservations of rights included
therein, are overruled on the merits. Those parties who did not object, or who withdrew their
objections, to the Motion are deemed to have consented pursuant to section 363(f)(2) of the
Bankruptcy Code. |

3. The Auction and Sale Hearing have been conducted in accordance with the
Procedures Order.

6. The approval by ELM of the sale of the Assets and the terms and conditions
contemplated by the Amethyst Purchase Agreement, including, without limitation, the closing of
the transactions contemplated by the Amethyst Purchase Agreement, are hereby:approved
pursuant to sections 105(a), 363(b) and (f) of the Bankruptcy Code.

% ELM is authorized pursuant to sections 105(a) and 363(b) of the Bankruptcy Code

o perform all of its obligations pursuant to the Amethyst Purchase Agreement and to execute
such other documents and take such other actions as are necessary to effectuate the transactions
contemplated by the Amethyst Purchase Agreement.

8. ELM is authorized pursuant to section 365(a) of the Bankruptcy Code to assume

and assign the Assets to the Buyer effective as of the date hereof.
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' 9. The sale of the Assets, pursuant to this Order and the Amethyst Purchase
Agreement will vest the Buyer with good title to the Assets and will be a legal, valid and
effective transfer of the Assets free and clear of all liens, claims, encumbrances ax;d interests.

10.  Pursuant to sections 105(a), 363(f) and 365 of the Bankruptcy Code, upon the
Closing (as defined in the Amethyst Purchase Agreement), (a) on account of the transfer of the
Assets, the Buyer shall not be subjected to any liabilities for the sale of the Assets, (b) the Assets
shall be transferred to the Buyer free and clear of all liens, claims, encumbrances and interests,
and (c) solely with respect to the Assets, except as expressly permitted by the Ajheﬂ1yst Purchase
Agreement, all persons and entities shall be barred from asserting against the Buyer, its affiliates,
designees, officers, directors, employees, agents, successors or assigns or their respective
properties:

® all mortgages, security interests, conditional sale or other title retention
agreements, pledges, liens, claims, liabilities, judgments, demands, encumbrances,

(including, without limitation, any claims and encumbrances (x) that purport to give to

any party a right or option to effect a forfeiture, modification or termination of ELM’s or

the Buyer’s interest in the Assets or (y) in respect of taxes), easements, restrictions, rights
of first refusal and charges and interests of any kind or nature (collectively, “Third Party

Interests”); and (ii) all debts arising under, relating to, or in connection with the Assets,

claims (as that term is defined in section 101(5) of the Bankruptcy Code), obligations,

demands, guaranties, options, rights, contractual commitments, restrictions, interests and
matters of any kind and nature, whether arising prior to or subsequent to the

commencement of these cases, whether under any theories of successor or transferee

liability and whether imposed by agreement, understanding, law, equity of otherwise
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(including, without limitation, any claims and encumbrances () that purport to give to
any party a right or option to effect a forfeiture, modification, right of first refusal or
termination of ELM’s or the Buyer’s interest in the Asse;tslor (y) in respect of taxes)
(collectively, “Claims”) with all such Third Party Interests and Claims, including the DIP

Liens, to aftach to the proceeds of the sale in the order of their priority, with the same

validity, force and effect which they now have against the Assets, subject to any defenses

parties in interest may possess with respect thereto.

11.  Effective upon the Closing Date, pursuant to Section 3.3 of the Amethyst
Purchase Agreement, the Buyer will assume, pay, perform and fully discharge and/or fully
satisfy promptly when due all Assumed Liabilities, as set forth in the Amethyst Purchase
Agreement .

12. ELM has demonstrated that it is an exercise of its sound businesg Jjudgment to
sell, assume and assign the Assets to the Buyer in connection with the consummation of the
transactions contemplated by the Amethyst Purchase Agreement, and the assumption and
assignment of the Assets under section 365 of the Bankruptcy Code and the sale of the Assets is
in the best interests of ELM, its chapter 11 estate and its creditors.

13. Upon the Closing pursuant to the Amethyst Purchase Agreement, ELM will have
demonstrated adequate assurance of the future performance of the obligations under the Assets
on the part of the Buyer in accordance with section 365(f)(2)(B) of the Bankruptcy Code.

14. ELM is hereby authorized and directed in accordance with sections 105(a), 363
and 365 of the Bankruptcy Code to (a) assume and assign and transfer to the Buyer, upon the
Closing, the Assets free and clear of all Claims and Third Party Interests, and (b) execute and

deliver to the Buyer such documents or other instruments as may be necessary to assign and
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|
t:rmsfer the Assets free and clear of all Claims and Third Party Interests to Buyer in accordance
with this Order and the terms of the Amethyst Purchase Agreement with all such Third Party
Interests and Claims, including the DIP Liens, to attach to the proceeds of the sale in the order of
their priority, with the same validity, force and effect which they now have against the Assets,
subject to any defenses .

15. Upon Closing pursuant to the Amethyst Purchase Agreement, the Assets shall be
transferred to, and remain in full force and effect for the benefit of the Buyer in accordance with
its terms, notwithstanding any provision in the Assets (including, without limitation, those
described in sections 365(b)(2) and (f) of the Bankruptcy Code) that prohibits, restricts, or
conditions such assignment or transfer and, pursuant to section 365(k) of the Bankruptcy Code,
ELM shall be relieved from any further obligation or liability for any breach of the Assets
occurring after such assumption and assignment.

16.  This Order (a) is and shall be effective as a determination that, upon the Closing,
all Claims and Third Party Interests existing as to the Assets prior to the Closing have been
unconditionally released, discharged and terminated in each case as to the Assets and (b) is and
shall be binding upon and shall govern acts of all entities, including, without limitation, all filing
agents, filing officers, title agents, title companies, recorders of mortgages, recorders of deeds,
registrars of deeds, administrative agencies, governmental departments, secretaries of state,
federal, state, and local officials, and all other persons and entities, who may be required by
operation of law, the duties of their office, or contract, to accept, file, register or otherwise record
or release any documents or instruments that reflect that the Buyer is the assignee of the Assets

free and clear of liens, Claims and Third Party Interests, any rights or remedies as between ELM,
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the Buyer, or any of the parties to the Assets, pursuant to the terms of the Assets arising out of or
relating to the events after the Closing.

17. No person shall take any action to prevent, mte;fére with or otherwise enjomn
consummation of the transactions contemplated in or by the Amethyst Purchase Agreement or
this Order. |

18.  The Amethyst Purchase Agreement and any related agreements, documents or
other instruments may be modified, amended or supplemented by the parties thereto in

accordance with the terms thereof without further order of the Court; provided, however, that, in

connection therewith, the parties shall obtain the prior written consent of the Creditors’

Committee, which consent shall not be unreasonably withheld; and, provided, further, that any

such modification, amendment or supplement is neither material nor changes the éoonomic
substance of the transactions contemplated hereby.

19. Inaccordance with the Procedures Order and in the event the Amethyst Purchase
Agreement is terminated in accordance with Article 12 of the Amethyst Purchase Agreement,
ELM, upon consultation with the Creditors” Committee, is hereby authorized to (i) consummate
the transactions contemplated by the El Paso Purchase Agreement without the néed for an

“additional hearing or order of the Court, and the findings and protections of this Order shall be
applicable to El Paso as the buyer and to the El Paso Purchase Agreement as the agreement to be
consummated, and (ii) to the extent provided in Section 12.2(a) of the Amethyst Purchase
Agreement, retain the Deposit.

20.  The failure to specifically include any particular provision of the Amethyst

Purchase Agreement in this Order shall not diminish or impair the effectiveness of such

10
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pnlovisions, it being the intent of the Court that the Amethyst Purchase Agreement and ELM’s
implementation of the transactions contemplated therein be approved in their entirety.

21.  Inthe absence of a stay pending appeal, in the event that the Buyer and ELM elect
to consummate the transactions contemplated by the Amethyst Purchase Agreement at any time
after the entry of this Order, then with respect to the transactions approved and authorized herein,
the Buyer, as a purchaser in good faith within the meaning of section 363(m) of the Bankruptcy
Code, shall be entitled to the protections of 363(m) of the Bankruptcy Code in the event this
Order or any authorization contained herein is reversed or modified on appeal.

22.  Each and every federal, state, and local governmental agency or department is
hereby directed to accept any and all documents and instruments necessary and éppmpriate to
consummate the transactions contemplated by the Amethyst Purchase Agreement.

23.  The Court shall retain exclusive jurisdiction (a) to enforce and implement the
terms and provisions of the Amethyst Purchase Agreement, all amendments thereto, any waivers
and consents thereunder, and each of the agreements, documents and imm:ment§ executed
therewith, (b) to compel delivery of the Purchase Price to ELM in, accordance with the terms and
conditions of the Amethyst Purchase Agreement; and (c) to resolve any disputes, controversies
or claims arising out of relating to the Amethyst Purchase Agreement. The Court shall retain .
exclusive jurisdiction over any and all disputes arising under or otherwise relating to the
construction, performance and enforcement of the terms and conditions of the Alpethyst
Purchase Agreement and each of the agreelﬁents, documents and instruments executed in
connection therewith.

24.  ELM is authorized pursuant to section 363(b)(1) of the Bankruptcy Code to

perform all of its obligations in connection with the Amethyst Purchase Agreement in

11
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accordance with the terms of the Motion and to execute such documents and take such other
actions as are necessary to effectuate the Amethyst Purchase Agreement.

25.  Except to the extent required to (A) repay the D]P Obligations® pursuant to and in
accordance with the Final Order and the Documents and (B) pay the U.S.$38’?,500 Break-Up Fee
to El Paso and the feilnbmsement of actual fees and expenses (not to exceed U.S.$400,000) to El
Paso in accordance with the Procedures Order, all proceeds received by ELM in connection with
the transactions contemplated by the Amethyst Purchase Agreement shall be retained by ELM
and be neither disbursed nor used until the earlier to occur of (1) agreement by and between ELM
and the Creditors’ Committee with respect to the release of such proceeds and (ﬁ) further order
of this Court; provided further that ELM will inform the Creditors’ Committee in writing of all
amounts paid to El Paso pursuant to the terms of the Procedures Order and provide to the
Creditors’ Committee all supporting documentation therewith received by ELM from El Paso
upon request.

26.  The terms of this Order and the Amethyst Purchase Agreement sﬁall be binding
on and inure to the benefit of ELM, the Debtors, Amethyst and the Debtors’ creditors and all
other parties in interest, and any successors of ELM or the Debtors, Amethyst and the Debtors’

 creditors, including any trustee or examiner appointed in these cases or any subsequent or
converted cases of the Debtors under chapter 7 or chapter 11 of the Bankruptcy Code.

27.  Any conflict between the terms and provisions of this Order and the Amethyst

Purchase Agreement shall be resolved in favor of this Order.

2 As defined in the Final Order Authorizing Debtors to Obtain Post-Petition Financing Pursuant
to 11 U.S.C. §105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3) and 364(d)(1), dated July 2, 2002
(the “Final Order”).
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28.  Pursuant to sections 105(a) and 1146(c) of the Bankruptcy Code, the sale of the
Assets is exempt from any and all stamp taxes, transfer taxes or similar taxes.

29.  This Order shall be effective and enforceable immediately upon entry of this

Order, pursuant to Fed. R. Bankr. P. 6004(g) and 6006(d).

Dated: New York, New York
August 28, 2002

/S/ ARTHUR J. GONZALEZ

HONORABLE ARTHUR J. GONZALEZ
UNITED STATES BANKRUPTCY JUDGE
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VERIFICATION

The State of Texas ) o
)
County of Harris )

Jason Klein, declares before me on this date, and sa
Services, LLC, the applicant in this

document pursuant to 10 CF.R. § 5
therein and that all such statements are
and belief; and that he is the duly auth
to the best of his knowledge, neither
part of the Department of Energy,
other federal agency or department

ys that he is counsel of BG LNG
document; that he is authorized to verify the foregoing

90.103; that he has examined the statements contained
true and correct to the best of his knowledge, information
orized representative of BG LNG Services, LLC; and that
this nor any related matter is being considered by any other
including the Federal Energy Regulatory Commission, or any

% 7~ ?%

/{on T.Klein _“
SUBSCRIBED and SWORN TO before me, a Notary Public, this day: March 24, 2004.
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