@PUGET SOUND ENERGY

Puget Sound Energy
P.O. Box 97034
Bellevue, WA 98009-9734

PSE.com

J. Aron & Co. — Inventory Transfer (NIT)

September 1, 2011

Office of Natural Gas Regulatory Activities

U.S. Department of Energy

Attn: Larine Moore, Docket Manager

Forrestal Building, Docket Room 3E-042 (FE34)
1000 Independence Avenue S.W.

Washington, D.C. 20585

Re:  Application of Puget Sound Energy, Inc. for Long-Term Authorlzatlon to Import
and Export Natural Gas from and to Canada
FE Docket No. |- /\fa\

To Whom It May Concern:

Pursuant to Section 3 of the Natural Gas Act of 1938 (15 U.S.C. § 717b), DOE Delegation Order
Nos. 0204-111 and 2404-127, and the Regulations of the Department of Energy set forth in 10
C.F.R. Part 590, Puget Sound Energy, Inc. (“PSE”) hereby submits for filing an original and three
(3) copies of its Application for Long Term Authorization to Import and Export Natural Gas from
and to Canada. In connection with this submittal, also enclosed is a check in the amount of
$50.00.

The undersigned has reviewed the following documents in regard to the within opinion:

€)) The Articles of Incorporation and the By-Laws of PSE, as amended;
2) Other documents deemed relevant for this opinion.

Based upon the foregoing, I am of the opinion that the Application of PSE for Authorization to
Import Natural Gas to and from Canada is legal, proper and within the corporate powers and
of PSE.

Robef{ E. Neate P
Assitant Gener Coutel.
REN/sm

Encls.

cc: Mr. Clay Riding (w/encl.)
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UNITED STATES OF AMERICA
BEFORE THE
DEPARTMENT OF ENERGY
OFFICE OF FOSSIL ENERGY

In the Matter of FE Docket No. 11-116-NG

APPLICATION OF PUGET SOUND
ENERGY, INC. FOR LONG-TERM
AUTHORIZATION TO IMPORT AND
EXPORT NATURAL GAS FROM AND
TO CANADA

Puget Sound Energy, Inc.

Pursuant to Section 3 of the Natural Gas Act of 1938 (15 U.S.C. §717b), DOE
Delegation Order Nos. 0204-111 and 2404-127, and the Regulations of the Department of
Energy set forth in 10 C.F.R. Part 590, Puget Sound Energy, Inc. ("PSE") hereby applies to
the United States Department of Energy ("DOE") for a Long-Term Authorization to Import
and Export Natural Gas to and from Canada.! PSE requests authorization to import and
export a combined total of up to 10,000 MMBTU units of natural gas per day term beginning
on November 1, 2011 and ending on October 31, 2016. Currently, these Canadian gas
supplies are reported under PSE’s existing Blanket Authorization DOE/FE Order No. 2729.

In support of this request, PSE shows the following:

1 PSE’s Application for Blanket Authorization to Import Natural Gas from Canada in FE
Docket No. 09-123-NG was granted on November 19, 2009.
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I
GENERAL

The names, titles and mailing addresses of the persons to whom correspondence and

communications in regard to this application are to be addressed are:

Puget Sound Energy, Inc. Puget Sound Energy, Inc.
Attn: Robert E. Neate Attn: Clay Riding, Director
Assistant General Counsel Natural Gas Resources
P.O. Box 97034 P.O. Box 97034
Bellevue, WA 98009-9734 Bellevue, WA 98009-9734
telephone: (425) 456-2444 telephone: (425) 462-3179
I
BACKGROUND

The exact legal name of the applicant is Puget Sound Energy, Inc. Puget Sound
Energy, Inc., (“PSE”) is a corporation organized and existing under the laws of the State of
Washington and is a subsidiary of Puget Energy, Inc. PSE is a public service company
furnishing electric and natural gas service within a 6,000 square mile territory, principally in
the Puget Sound region of western Washington. As of December 31, 2010, PSE provided
electric service to 1,080,692 electric customers and 753,636 natural gas customers. PSE
transports firm supply natural gas for its distribution operations on Northwest Pipeline
Corporation ("Northwest"). PSE also receives significant quantities of firm storage service
from Northwest.

I
AUTHORIZATION REQUESTED

Utilizing the Blanket Authorization issued in DOE/FE Order No. 2729, issued in FE
Docket No. 00-123-NG (and previous Blanket Authorizations), PSE has purchased and
imported interruptible short-term supplies of Canadian gas at the U.S.-Canadian border since

1991 and has exported short-term supplies of natural gas since 2002. PSE desires to continue
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the authority to export natural gas to Canada because of enhanced storage and market
opportunities to meet its business needs. Historically PSE has reported its transactions under
this contract as part of its blanket authorizations.

PSE will report purchases and sales under this contract effective the first of the month
following the approval thereof by the Department of Energy. The price for each import and
export transaction will be established in the contract and/or determined by prevailing
competitive market prices. Any imports and exports under the requested authorization will
utilize existing pipeline capacity to receive the gas at the point of importation, to deliver the
gas to the point of exportation and to deliver gas supplies to PSE's markets; no new
construction will be required to receive the gas at or deliver the gas to the border or to deliver
the gas to PSE or, for its account, to others.

The Commission's policies and directives in restructuring the natural gas industry
create a nationwide natural gas market, composed of many suppliers and purchasers opetating
in an openly competitive environment. Accordingly, PSE can engage in natural gas
marketing activities beyond its existing distribution territories. Therefore, if the opportunity
exists, PSE intends to use its Long-Term Authorization to purchase and import and sell and
export gas for its own account as well as for the account of its Canadian or U.S. suppliers and
its Canadian or U.S. purchasers. The subject application is similar to other blanket import
and export arrangements approved by DOE.

v
PUBLIC INTEREST

The Energy Policy Act provides that the importation and exportation of natural gas
from or to a nation with which there is in effect a free trade agreement shall be deemed to be

within the public interest, and that applications for such importation and exportation shall be
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granted without modification or delay. Because PSE's application is for the importation and
exportation of natural gas from and to Canada, a nation with which the United States has a

free trade agreement, PSE submits that its Application is within the public interest.

A\
ENVIRONMENTAL IMPACT

No new facilities will be constructed in the United States for the proposed importation
and exportation of natural gas. Consequently, granting this Application will not be a federal
action significantly affecting the quality of the human environment within the meaning of the
National Environmental Policy Act, 42 U.S.C. § 4321, et seq. Therefore, an environmental

impact statement or environmental assessment is not required.

VI
REPORTING REQUIREMENTS

PSE agrees to file quarterly reports of its import and export activities pursuant to the
extension of Authorization requested in this Application.

WHEREFORE, in consideration of the foregoing premises, Puget Sound Energy, Inc.
respectfully requests: ‘

1. That the Assistant Secretary for Fossil Energy or his delegate find that the
issuance of a Long-Term Authorization as requested in this Application to Import and Export
Natural Gas from and to Canada pursuant to Section 3 of the Natural Gas Act is not
inconsistent with the public interest;

2. That PSE be authorized to import a total quantity of 10,000 MMBTU units per

day of natural gas from and to Canada; and
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3. That such. other and further authority be granted to Puget Sound Energy, Inc.

as may be necessary to authorize importation and exportation of natural gas from and to

Canada as proposed in this application.

DATED: September 1, 2011.

oberf E. Neat /
~ Assistant General Counsel
Puget Sound Energy, Inc.

P.O. Box 97034
Bellevue, WA 98009-9734
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VERIFICATION

STATE OF WASHINGTON )
) ss.

COUNTY OF KING )

Robert E. Neate, being first sworn, deposes and says that he is Assistant General
Counsel of Puget Sound Energy, Inc.; that he has read the foregoing Application for
Authorization to Import and Export Natural Gas from and to Canada and is familiar with the
contents thereof; that all the statements and matters contained therein are true and correct to

the best of his information, knowledge and belief; and that he is authorized to execute and

SUBSCRIBED AND SWORN TO before me this 1st day of September, 2011.

Vi m%aLO
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NOVATION OF MARKETING AND TRADING CONTRACT
AND TRADING TRANSACTIONS AND CONSENT AGREEMENT

dated as of the Effective Time among;
PUGET SOUND ENERGY INC. (the “Remaining Party™),
NEXEN MARKETING (the *Transferor™)
and
J. ARON & COMPANY {the “Transferee”).

Each of Transferor, Transferee and Remaining Party are referred to herein individually as a “Party” and collectively
as the “Parties.”

The Transferor and the Remaining Parly have entered into one or more contracts for the purchase or sale of natural
gas or derivative producs related thereto (each an “OId Transaction”). Each Old Transaction is evidenced by a
master agreement as identified as a “Contract” and by an individual written confirmation (an “Old Confirmation™),
as both are identified in the attached Appendix A.

Transferor and Transferee entered into a Canadian Natural Gas Business Purchase and Sale Agreement dated as of
May 5, 2010 (the “Purchase Agreement”) pursuant to which Transferor wishes to tramsfer by novation to
Transferee, and Transferee wishes to accepl the transfer by novation of, all the rights, liabilities, duties and
obligations of Transferor under and in respect of each Old Transaction, with the effect that Remaining Party and
Transferee enter into the new transactions (each a “New Transaction”), as more particularly described below.

The Remaining Party wishes to accept the Transferee as its sole counterparty with respect to the New Transactions.

The Transferor and the Remaining Rarty wish to have released and discharged, as a result and to the extent of the
transfer described above, their respective obligations under and in respect of the Old Transactions.

Accordingly, the Parties agree as follows: ---

1. Effective Time; Early Termination.

{a) This Novation Agreement shall, upon its execution by each of the Pacties, be binding on the Parties;
provided, however, that the provisions of Section 2 regarding the sale, novation’and transfer of the
rights, liabilitics, duties and obligations under the Old Transactions from the Transferor to the
Transferee shall not become effective until 9:00 am Central Daylight Savings Time, when such time js
applicable, or Central Standard Time on the date specified in a notice issued by the Transferee to the
Remaining Party and the Transferor (the “Effective Time"), which notice can be revoked or amended
by the Transferee at any time prior to the Effective Time,

(b) Transferee shall have the right to terminate this Novation Agreement by delivering a written notice to
the Remaining Party and the Transferor at any time prior to the Effective Time.

2. Transfer, Release, Discharge and Undertakings.

With effect from and including the Effective Time and in consideration of the mutual representations, warranties and
covenants contained in this Novation Agreement and other good and valuable consideration (the receipt and
sufficiency of which are hereby acknowledged by each of the parties):
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(@)

(b)

©)

(d)

the Remaining Party and the Transferor are each released and discharged of and from any and all
liability as a consequence of or relating to action and actions, causes or causes of action, suits, debts,
dues, sums of money, claims and demands whatsoever at law or in equity arising our of, or which are
in any way related to, any Old Transaction after the Effective Time, pravided that such release and
discharge shalt not affect any settlement, payment, rights, performance of any liabilitics, obligations or
duties of the Remaining Party or the Transferor under any Old Transaction atising or aceruing prior to,
or with respect to the period prior to, the Effective Time but which have not been settled, paid or
performed as of the Effective Time (collectively, the “Excluded Liabilities”). All such Excluded
Liabilities shall be paid or performed by the Remaining Party or the Transferor in accordance with the
terms of the Old Transactions;

in respect of each New Transaction, the Remaining Party and the Transferee each undertake liabilities
and obligations towards the other and acquire rights against each other identical in their lerms to each
corresponding Old Transaction (and, for the avoidance of doubt, as if the Transferee were the
Transferor and with the Remaining Party remaining the Remaining Party, save for any rights, liabilities
or obligations of the Remaining Party or the Transferor with respect to Excluded Liabilities); and

each New Transaction shall be governed by the Old Transaction, as amended and novated to the
Transferee by this Novation Agreement, which shall form the new agreement between the Transferee
and the Remaining Party with respect thereto (the “New Agreement”) and the relevant Old
Confirmation (which, in conjunction and as deemed modified to be consistent with this Novation
Agreement, shall be deemed to be an individual written confirmation between the Remaining Party and

the Transferee).

Notwithstanding anything in this Novation Agreement to (he contrary, the Transferec and the
Remaining Party agree that, as between the Transferee and the Remaining Party, all of the rights,
liabilities, duties and obligations of cach of the Transferee and the Remaining Party that are assigned,
assumed or continued hereunder shall be limited to those rights, liabilities, duties and obligations set
forth in the New Agreement and the New Transactions,

3. Coordination of Credit Support.

(a)
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In the event that a credit support provider or other entity (the “Guarantor™) has provided a guaranty
(the “Old Guaranty”) to the Transferor with respect to the obligations of the Remaining Party under
the Old Transactions, the following provisions shall apply:

M Upon the request of the Transferce issued no later than five (5) Business Days before the
Effective Time (which request may be included in the notice of the Effective Time isswed
under Section 1(a) above), such Guarantor shall issue a guaranty for the benefit of the
Transferee, in form and substance substantially similar to the Old Guaranty and, in any event,
reasonably satisfaclory to the Transferee (the “New Guaranty”) no later than two (2)
Businiess Days prior to the Effective Time.

(ii) To the extent the Effective Time does not occur as a result of a cancellation of the notice
related thereto under Section 1(b), the Transferee shall promptly return the New Guaranty to
the Guaranior,

(iii) The Old Guaranty shall remain in effect until such time as the Excluded Liabilities have been
paid in full or performed by the Remaining Party in accordance with the terms of the Old
Transactions. Provided the Effective Time has ocourred, the Transferor agrees to retum the
Old Guaranty to the Guarantor promptly upon such occurrence.




®

()

(@)

(e)
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In the event that the Remaining Party has provided a letter of credit, maintained for the benefit of the
Remaining Party (the “Old LC"), to the Transferor with respect to the obligations of the Remaining
Party under the Old Transactions, the following provisions shall apply:

{i) Upon the request of the Transferee issued no later than five (5) Business Days before the
Effective Time (which request may be included in the notice of the Effective Time issued
under Section 1{a) above), (A) the Remaining Party shall issue an irrevocable, standby letter
of credit, in form and substance substantially similar to the Old LC, and in any event
reasonably satisfactory to the Transferce (the “New LC”), to the Transferee and (B) the
Transferor shall cance and return the Old LC to the Remaining Party, in each case, no later
than two (2) Business Days prior to the Effective Time.

{ii) To the extent the Effective Time does not ovcur as a result of a cancellation of the notice
related thereto under Section 1(b), the Remaining Party shall re-issue the Old LC to the
Transferor and the Transferee shall promptly return the New LC to the Remaining Party.

(i) The Remaining Party agrees that the Transferee may, after the Effective Time, draw on the
New LC any amounts due to the Transferor in respect of Excluded Liabilities and the New LC
issued to the Transferee shall specifically include a draw condition in respect of such
amounts. The Transferce agrees to promptly pay to the Transferor any amounts so drawn. To
the extent any such draw reduces the amount avajlable under the New LC below what is
required in respect of the New Transactions, the Remaining Party shall take such actions as
are required in respect of such New Transactions to replenish or replace the New LC,

In the event that the Remaining Party has provided cash or cash-equivalent collateral (such as treasury
securities) to the Transferor or the Transferor has received and holds any cash drawn on an Old LC, in
cither case, in accordance with the Old Transactions, the following provisions shall apply:

#1] Upon the request of the Transferce issued no later than five (5) Business Days before the
Effective Time {which request may be included in the notice of the Effective Time issucd
under Section 1(a) above), the Transferor shall transfer such cash or cash-cquivalent collateral
1o the Transferee free and clear of any lien or éncumbrance.

(ii) To the extent the Effective Time does not occur as a result of a cancellation of the notice
related thereto under Section 1(b), the Transferee shall promptly retumn such cash or cash-
equivalent collateral to the Transferor.

(iii) ‘The Transferee shall, after the Effective Time, apply any amount of cash or cash-equivalent
collateral held by the Transferce to make payment to the Transferor in respect of the Excluded
Liabilities to the extent that the Remaining Party has paid such amounts to the Transferee. To
the extent any such application reduces the amount of cash or cash-equivalent collateral
posted to the Transferce below what is required in respect of the New Transactions, the
Remaining Party shall take such actions as are required in respect of such New Transactions
to post additional cash or cash-equivalent collateral to the Transferee.

With respect to any guarantees, letters of credit, cash or other credit suppont provided by the Transferor
in respect of the Old Transactions, the Remaining Party agrees to release and retum such credit suppott
pursuant to terms governing the Old Transactions; provided, however, that in the absence of express
terms therein such credit support shall be retuned promptly upon the Transferor’s payment of all
amounts duc in respect of Excluded Liabilities.

To the extent any provisions of the New Transactions (or any master agreement, credit support
document or other document in respect thereto) or the Old Transactions (or any master agreement,
credit support document or other document in respect thereto) are inconsistent with the provisions of
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this Section 3, such provisions shall be deemed amended to the extent necessary to reflect the
provisions of this Section 3.

For purposes of this Scction 3, “Business Day" means a day other than a Saturday, Sunday or a statutory holiday in
cither the Province of Alberta or the State of New York or any other day on which the banks located in either the
City of Calgary, Alberta or the City of New York, New York are not open for business during normal banking

hours.

4. Representations, Warranties and Covenants.

(a)

(b)

©
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On the date of this Novation Agreement and on each Effective Time:

() the Transferor represents and warrants (x) that its novation of its right, title and interest in and
to the Old Transactions is free and clear of any security intcrests, pledges, hypothecations,
mortgages, deeds of trust, liens (including any environmental or tax liens), violations, charges,
leases, adverse claims, options, restrictions of any kind (whether on sale, transfer, disposition
or othenwise), license or other encumbrances, whether imposed by law, agreement,
understanding or otherwise (each, an “Encumbrance’) whatsoever, and (y) that it has the
power and authority to execute this Novation Agreement and to effect the sale, novation and
transfer of all the rights, liabilities, duties and obfigations of the Transferor under the Old

Transactions to Transferee;

(i1 the Transferee (x) represents and warrants that it has the power and authority to execute this
Novation Agreement and to accept the sale, novation and transfer of all the tights, liabilities,
duties and obligations of the Transferor under the Old T ransactions, (y) agrees to be bound by
the terms of each New Transaction and to perform all of the obligations thereunder in
accordance with the terms thereof, and (2) agrees that it shall provide wrilten notice to
Remaining Party of the Effective Time promptly following the closing date under the
Purchase Agreement; and

(i) cach of the Transferor and the Remaining Party represents and warrants to each other and to
the Transferce that; :

(A) it has made no prior teansfer (whether by way of security or otherwise) of the Old
Transactions or any interest or obligation in or under the Old Transactions or it
respect of any Old Transaction; and

(B) as of the Effective Time, all obligations of the Transferor and the Remaining Party
under each Old Transaction required to be performed on or before the Effective Time

have been fuifilled.

The Transferor makes no representation or warranty and does not assume any responsibility with

respect to the legality, validity, effectiveness, adequacy or enforceability of any New Transaction or

the New Agreement or any documents relating thereto and assumes no responsibility for the condition,
financial or otherwise, of the Remaining Pary, the Transferee or any other person or for the
performance and observance by the Remaining Party, the Transferee or any other person of any of its
obligations under any New Transaction or the New Agreement or any document relating thereto and
any and all such conditions and warranties, whether express or implied by law or otherwise, are hereby

excluded.

Each Party hereto represents to the other Parties that (i) its obligations hereunder and, as to the
Remaining Party and the Transferee, under the New Transactions are legal, valid and binding on it, and
enforceable in accordance with their terms; and (ii) the person signing this Novation Agreement for
such party is authorized and duly empowered to do so.
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(d) The Remaining Party hereby (i) consents to the disclosure of the Old Confirmations (and afl

documents related thereto) and any information regarding prospective transactions between the

Remaining Party and the Transferor in connection with the Transferor’s sale process for its natural gas

wrading and marketing business and releases the Transferor from any claims or liability which may

have arisen from such disclosure, (i} consents to the foregoing sale, novation and transfer from

Transteror to Transferee, and (iif) agrees to be bound by the terms of each New Transaction and to
perform all of the obligations thereunder in accordance with the terms thereof.

(e) The Remaining Party acknowledges that the Transferor and Transferee intend for each ©ld Transaction
identified on Appendix A and, to the extent the Transferee provides its prior approval, any prospective
transaction between the Remaining Party and the Transferor that is executed prior to the Effective
Time be deemed to be New Transactions in accordance with this Novation Agreement. The
Remaining Pasty hereby consents to any amendment of Appendix A to reflect the addition of any New
Transactions included in any notice thereof from the Transferor and the Transferee to the Remaining

Party,

{H In the event the Transferce receives payments due to the Transferor with respect to the Old
Transactions, or the Transferor receives payments due to the Transferee with respect to the New
Agreement, then the Transferee or the Transferor; as applicable, shall hold such payments in trust for

fhe proper party and promptly re-deliver such payments to such Party.

5. Tax Provisions.

The Remaining Party shall provide United States Internal Revenue Service Form W-9, Formn W-8BEN (with parts 1,
11 & 1V fully completed) or Form W-8ECI or Form W-8IMY (with attached Form W-9 and/or Form W-8BEN) (as
applicable), or any successor form, to Transferee (i) promptly upon execttion of this Novation Agreement, (ii)
promptly upon reasonable demand by Transferee, and (iif) promptly upon learning that any such form previously
provided by the Remaining Party has become obsolete, incorrect or ineffective.

6. Delivery of Financial Statements by Transferor,

The Remaining Party hereby acknowledges and agrees that any obligation by Transferor to deliver financial
statements under the New Transaction shall be satisfied, and the Remaining Party shall have no further right to
request such other information, to the extent the Transferee’s or The Goldman Sachs Group, Inc.’s financial

statements are available al www.sec.gov/edgar.

7. Notices.

Any notice or other communication required or permitted to be given hereunder may be transmitied by mail or
electronic mail to the addresses below:

Transferee's e-mail address: gs-nexen-novation@gs.com

Remaining Party’s address: PO Box 97034 PSE 11N
Bellevue, WA 98009-9737

8. Counterparts.

This Novation Agreement (and each amendment, modification and waiver in respect of it) may be executed and
delivered in counterparts (including by facsimile transmission), each of which will be deemed an original.
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9, Costs and Expenses.

The parties will each pay their own costs and expenses (including legal fees) incurred in connection with this
Novation Agrcement and as a result of the negotiation, preparation and execution of this Novation Agreement.

10, Amendments.

No amendment, modification or waiver in respect of this Novation Agreement will be effective unless in writing
(including a writing evidenced by a facsimile transmission) and executed by each of the parties or confirmed by an
exchange of telexes or electronic messages on an electronic messaging system.

11. Governing Law.

‘This Novation Agreement will be governed by and construed in accordance with the laws of the jurisdiction of the
Province of Alberta, without reference to the conflict of laws provisions thereof.
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IN WITNESS WHEREOF the parties have executed this Novation Agreement on the respective dates
specified below with effect from and including the Effective Time.

PUGET SOUND ENERGY INC.
(Name of Remaining Party)

Name: Clay Riding
Title: Director, Natural Gas Resources
Date:  June 18, 2010

NEXEN MARKETING
(Name of Transferor)

YN /A FUUURPOPOPO
Name:

Title: Deanna L. Zumwait .

Date: VP Gas & Power Marketing

Title:
: Susan L, 8ehull
Date: Vica Presiient & Genem) Counsal

J. ARON & COMPANY
{Name of Transferee)

B?: MYRELLRIEANERLddnbaddbrd{trerrriTanter e as
Name:

Title:

Date:
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SEP-10~2009 16:38 NEXEN INC, 403 B89 5799 P.001.7002

‘ | et Nexen Marketing
nexen

801-7 AVE SW, Suite 1700, Calgary AB T2P 3P7

.CONFIRMATION

Aftached to and made part of the NAESE dated August 1, 2004 and enterex] Into between Puget Sound Energy Inc. and
Nexen Marketing.

Trade Date: 5/1/2009 ‘ Trade Ticketd: E454014 Y o\
Buyer: Puget Sound Engrgy Ing. NGM# 6800431981

Seller:  Nexen Marketing OLF #

Confirming Party:  Nexen Markating Contract#:  PUGTODD0]
Broker;

Effective Date: 114172011
Explry Date:  10/31/2016

LY
DCQ: 10000 MMBTU SR 0 .
Obligatior: Firm '
Delivery Point!  INVENTORY TRANSFER (NIT) 9w

Contract Price: Deliverad Commodity: The monthly price as quoted In Canadlan Enerdata’s Canadian Gas
Price Reporter in the table entitied "Monthly Canadian and U.S. natural gas price summary™ in
the row heading "Canadian Domestic Gas Prices”, subrow "Alberta Spot Price - AECO CN.LT.
{7A)", subrow "US$MMBTU" + 0.0175 US$/MMBTU ,

Other Conditions: Noxen will provide the option to. convert index price to a fixed price at tha then current
rarket for ahy month or remaining months.

Buyer ’ Seller
Marketing Rep:  Alex Douglas
i Fhone; (403) 699-5230 Fax: (403) 699-5713

Ry G

Authorized Representative /Authorized Representatife
Physical Confirmations: Melanie Fricke Physical Gonfirrations: Jordan Scott
Phone: (425) 462-3220 Fax: (425) 462-3175 Phone: (403) 699-6892. Fax: (403) 699-5780
David Mills S ‘
Director

Energy Supply & Planning

U o PRV, 5 Qmuimet ;nﬁrﬁ\/ lnG
T S v e B e e L

Subject to the terms of the above noted agresmant, this Confirmation Form shall be deamed accepled unless
notification is recelved within two Business Days of receipt. Please have executed by an authorized representative of
your eompany and return by fa or contact the person shown as Physical Confirmations above.

Date Faxed: Page 1
Date Printed: 2009-8Sep-10







Base Contract for Sale and Purchase of Natural Gas

This Base Contract is entered into as of tﬁ‘é following date: August 1, 2004. The parties to this Base Contract are the following:

Nexen Marketing and Puget Sound Energy. Inc.

801 — 7 Avenue SW (Suite 1700), Calgal perta T2P 3P7 P.Q. Box 97034 PSE 11N Bellevue, WA 98009-9737
Duns Number: 25-261-1082 - : Duns Number: 00794-2113

Contract Number: : i : Contract Number:
U.S. Federal Tax ID Numbet:; N/A F : U.S. Federal Tax ID Number: 91-037-4630

Notices:
801 — 7 Avenue SW (Suite 1700)
Attn: Contract Administration
Phone: 403-699-5724/4088

Confirmations:

P.O. Box 97034 PSE 11N Bellevue, WA 98009-9737
Attn: Gas Trading
Phone: 425-462-3688 Fax:_425-462-3175

P.O. Box 97034 PSE 11N Bellevue, WA 98009-9737
Attn: Gas Trading
Phone: 425-462-3103 Fax: 425-462-3836

Attn: Physical Confirmation
Phone: 403-699-4039

l a_lind Conditio
Dy agree toﬁ_l;n following pr

Y€
EXeh Marketin ]

®B jerPays At andAfter Delivery*PoInt Fpliee(
(default) Confidentiality O Confidentiality does not apply

B Seller Pays Before and At Delivery Point
O Special Provisions Number of sheets attached: .
0 Addendum(s): \

IN WITNESS WHEREOF, the parties hereto have executed this Base Contract in duphcate .A Q\\

Nexen Marketing
Party Name

7 «obert Black - President

1 GouD

By . ) By WAYNE
/ug '] Z%Z—' JanetE. Vellutini 5 NAT UIRELTOR ) e
ot Vice-Préaidortt, Y \
// Natural Ga&Marketing
Copyright © 2002 North American Energy Standards Board, Inc. | NAESE Sp&:‘;ﬁ‘; 2030;
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S General Terms and Conditions
Base Contract for Sale and Purchase of Natural Gas

SECTION 1.  PURPOSE AND PROCEDURES

1.1. These General Terms and Conditions are intended to facilitate purchase and sale transactions of Gas on a Firm or
interruptible bask. “Buyer" refers to the parly receiving Gas and "Seller” refers to the party delivering Gas. The entire agreement
between the parties shall be the Contract as défined in Section 2.7.

The parties have selected either the “Oral Transaction Procedure” or the “Written Transaction Procedure” as indicated on the
Base Contract. i

Oral Transaction Procedure;

1.2. The parties will use the following Transaction Confirmation procedure. Any Gas purchase and sale transaction may be
effectuated in an EDI transmission:or-telephone conversation with the offer and acceptance constituting the agreement of the parties.
The parties shall be legally bound from the time they so agree to transaction terms and may each rely thereon. Any such transaction
shall be considered a “writing” and 16 have been “signed”. Notwithstanding the foregoing sentence, the parties agree that Confirming
Party shall, and the other party may, conf Irm a telephonic transaction by sending the other party a Transaction Confirmation by
facsimile, ED! or mutually agreeablé électionic means within three Business Days of a transaction covered by this Section 1.2 (Oral
Transactron Procedure) provrded that the failure to send, a Transagtion.Confirmation shall not invalidate the oral agreement of the
i d or the like, as its srgnature‘ on an aciron Conﬁrmatron as the

ion Confi rmatron by f;
jess Day followmg the date of. agree ]

'psaction Coni i ’.the sending p4f
e “constitutes the recervrng party's agree) transactron
3 Copf irmations
ved including

ihe terms of

, G the oral agreement
saction Procedure of the B:

Ephonic reoordmgs entered Ihtoin accordarig:

/ cor pa
partles agree notto corfest the validity or enforceabilrty
alver of any objectron to the admlssrbrlrty of su

Contract However, nothrng herern shall be construed as

SECTION 2. DEFlNITlONS ‘
The terms set forth below shall have the meenlng ascnbed to them below Other terms are also défined elsewhere in the Contract and
shall have the meanings ascribed to them herein.

2.1. “Alternative Damages” shall mean such damages, expressed in doflars or dollars per MMBIuU, as the parties shall agree upon in the
Transaction Confirmation, in the event either Seller or Buyer fails to perform a Firm obligation to deliver Gas in the case of Seller or fo receive Gas
in the case of Buyer,

2.2, "Base Contract” shall mean a contract executed by the parties that incorporates these General Terms and Conditions by reference; that
specifies the agreed selections of provisions contained herein; and that sets forth other Information required herein and any Special Provisions and

addendum(s) as identified on page one.
2.3.  “Brtish thermal unit” or "Btu" shall mean the Intemational BTU, which is alsa called the Btu (IT).

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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2.4. "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays.

2.5. "Confirm Deadline” shall mean 5:00 p.m. In the receiving party's time zone on the ‘second Business Day followrng the Day a
Transaction Confirmation is recelved or, if applicable, on the Business Day agreed to by the parties in the Base Contract; provided, if
the Transaction Confirmation is time stamped after 5:00 p.m. in the receiving party's time zone, it shall be deemed received at the
opening of the next Business Day.

2.6. "Confirming Party” shall mean the party designated In the Base Contract to prepare and forward Transaction Confirmations to the other
party.
2.7. "Contract" shall mean the legally-blndrng relationship established by (i) the Base Contract, (i) any and al} binding Transaction

Confirmations and (iii) where the parties have selected the Oral Transaction Procedure in Section 1.2 of the Base Contract, any and all
transactions that the parties have entered into through an EDI transmission or by telephone, but that have not been confirmed in a
binding Transaction Confirmation. ;‘:.s'

2.8. "Contract Price" shall mean the amount expressed in U.S. Dollars per MMBtu to be paid by Buyer to Seller for the purchase of
Gas as agreed to by the partiesin a transaction
2.9, "Contract Quantity” shall mean the quantlty of Gas to be delivered and taken as agreed to by the parties in a transaction.

d to in Sectron 3.2, shall mean that if there is an unexcused failure to take or deliver any quantity
of Gas pursuant to this Contract, the performrng party shall use commercially reasanable efforts to (i) If Buyer is the performing
party, obtain Gas, (or an alternate, ‘:rf elected’ by Buyer and replacement Gas is not available), or (ii) if Seller is the performing party,
sell Gas, in either case, at a price tedsonable for the delt very or production area, as applicable, consistent with: the amount of notice
provided by the nonperforming party; the immediacy of the Buyer's Gas consumption needs or Seller's Gas sales requrrements as
apphcable, the quantmes involved; and the antrcrpaied lengthiof: fallure bythe onperformlng party.

211, "Credit Support Obhgatron(s)" shall mean an
this Contract such as an ifrevocable standby letter:

2.10. “Cover Standard", as ref

nonpetformanc bljgatrons to deliver or receli
under the’ Commodlty‘ Exchange Act.

2.20.

'Interruptible" shall mean that elther party m
an event of Force Majeure, with no Ilabrhty

i except such

conﬂrmed by Transporter

2.21. "MMBtu"shaIt fiean one mtlllon British therrai ih o
2.22. "Month" shall .mean the penod ‘beginning ofi the first Day of the calendar month and endrng lmmedlatety prtor to the
commencement of the first Day of the next calendar month ) .

2.23. "Payment Date” shall mean a date, as indicated on the Base Contract on or before which payment is due Seller for Gas
received by Buyer in the previous Month.

2.24, “Recelving Transporter* shall mean the Transporter recelving Gas at a Delivery Point, or absent such receiving Transporter,
the Transporter delivering Gas at a Delivery Point.

2.25. “Scheduled Gas" shall mean the quantity of Gas confirmed by Transporter(s) for movement, transportation or management.
2.26. "Spot Price " as referred to In Section 3.2 shall mean the price listed in the publication indicated on the Base Contract, under

the listing applicable to the geographic location closest in proximity to the Delivery Point(s) for the relevant Day; provided, if there is no
single price published for such location for such Day, but there Is published a range of prices, then the Spot Price shall be the average

Copyright ® 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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of such high and low prices. If no price or range of prices is published for such Day, then the Spot Price shall be the average of the
following: (i) the price (determined -as-stated above) for the first Day for which a price or range of prices is published that next precedes
the relevant Day; and (i) the price (determined as stated above) for the first Day for which a price or range of prices Is published that
next follows the relevant Day.

2.27. Transaction Confirmation” shall mean a document, similar to the form of Exhibit A, setting forth the terms of a transaction
formed pursuant to Section 1 for a particular Delivery Period.

2.28. “Termination Option" shall mean the option of either party to terminate a transaction in the event that the other party falls to perform a
Firm obligation to defiver Gas in the case of Seller or to receive Gas in the case of Buyer for a designated number of days during a period as
specified on the applicable Transaction Conﬁrmatlon

2,29, “Transporter(s)" shall mean all Gas gathering or pipeline companies, or local distribution companies, acting in the capacity of a
transporter, transporting Gas for Seller or Buyer upstream or downstream, respectively, of the Delivery Point pursuant to a particular fransaction.

SECTION 3. PERFORMANCE OBLIGATION

3.1, Seller agrees to sell and deliver, and Buyeér agrees to receive and purchase, the Contract Quantity for a particular transaction in
accordance with the terms of the Contract Sales and purchases will be on a Firm or Interruptible basis, as agreed to by the parties in a

transaction.

The parties have selected e:therthe “Cover Standard” or the “Spot Price Standard” as indicated on the Base Contract.

Cover Standard:

3.2. The sole and exclusive remedy of the partles in the event of a breach of a Firm obligation to dehver or recexve Gas shall be
recovery of the followmg (i) in- ‘the event of a brea er nt equal’to the

commercrally reaSOnabIe differences in’ p ] t‘ pl,{ ¢ e.between the
Contract ‘Quantrty and the quantity actye z )

 feceived by
3 rtatlon costs

s)"multlphed by ‘the positlve difference,
& Charges shall’not be recovered under

.. : 1 r
ot Pricé from:the Contract:Price.
ible for Imbalance ‘Charges, if;

&d in wrlting

3.4, ‘ !n addrtlon to Sections 3.2and 3 3, the partres may provide for a. Termmatlon Optron ina Trans oly executed in
writing by both pames Thé Transaction’ Confrrmatlon contammg the Terniination Option will desrgnate the Jength ¢ of ) rperformance
triggering'thé Termination Option and the procedures for exercxse th ereof how damages for nonperformance will be compensated and

how liguidation costs will be calculated. -

SECTION 4.  TRANSPORTATION, NOMINATIONS, AND IMBALANCES

4.1, Seller shall have the sole responsibility for transporting the Gas to the Delivery Point(s). Buyer shall have the sole responsibility for
transporting the Gas from the Dellvery Poin{(s).

4.2, The parties shall coordinate their nomination actlvities, giving sufficient time to meet the deadlines of the affected Transporter(s). Each
party shall give the other party imely prior Notice, sufficient to mest the requirements of all Transporter(s) involved in the transaction, of the
quantities of Gas to be delivered and purchased each Day. Should either party become aware that actual defiveries at the Delivery Point(s) are
greater orlesser than the Scheduled Gas, such party shall promptly notify the other party.

Copyright ® 2002 North American Energy Standards Board, Inc. NAESB Starrdard 6.3.1
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4.3, The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller receives an
invoice from a Transporter that includes Imbalance Charges, the parties shall determine the validity as well as the-cause-of-such Imbalance
Charges. If the Imbalance Charges were incurred as a result of Buyer's receipt of quantities of Gas greater than or less than the Scheduled Gas,
then Buyer shall pay for such Imbalance Charges or relmburse Selter for such Imbalance Charges paid by Seller. If the Imbalance Charges were
incurred as a result of Seller’s delivery of quantities of Gas greater than or less than the Scheduled Gas, then Seller shall pay for such Imbalance

Charges or reimburse Buyer for such Imbalance Charges paid by Buyer.

SECTION 5. QUALITY AND MEASUREMENT

All Gas delivered by Seller shal[ meet the pressure, quality and heat content requirements of the Receiving Transporter. The unit of quantity
measurement for purposes of this Contract shall be one MMBtu dry. Measurement of Gas quantities hereunder shall be in accordance with the

established procedures of the Receiving Transporter.

SECTION 6., TAXES

The parties have selected either “Buyer Pays At%nd After Delivery Point” or “Seller Pays Before and At Delivery Point” as indicated
on the Base Contract. e ..

Buyer Pays At and After Delivery Poiiit:

fees; levies, penalties, licenses or charges Imposed by any govemnment authority (“Taxes") on or
with respect to the Gas prior {0 the Delive ink(s). Buyer shall pay or cause to be paid all Taxes on or with respect to the Gas at the
Delivery Point(s) and all Taxes after thig’ D¢l Point(s). If a parly is required to remit or pay Taxes that are the other party’s responsibiiity
hereunder, the party responsible for such Taxeés shall promptly reimburse the other party for such Taxes. Any parly entitled fo an exemption
from any such Taxes or charges shall fumish the other. party any-necesgary documentation thereof. ... - S

Seller shall pay or cause to be pai,cfé'l_,l";téiées,

Seller Pays Before a‘nd At Delivery Poi

Seller shall pay or causé to be paid all tax
with regpect to the Gas prior to the Delive]
with réspect to the Gas aftér. the Delive
hereungér, the party responsible for such,

3

from any such Taxes or chai es shall furiiis

SECTION 7. BILLi ‘
7.1, 2 Selier shall invi “Buyer for G
supporting documentation acceptable in ing
date, biling will be’prepared based on the
following Month's billing or'as soon thereaft

7.4. utes the amotint of any such Inyo
as it con vever, if the invoiced party dispite mentation
acceptab amount paid ordisputed. Inthe g ither party

quity to enforce its Tights pursuant
5. AT thy d party fz the full amount payable when due, i frest on the. ion-shall & [ ue untl the
date of payment at a rate gqual to the loWef:of () the therrffective prime rafe of interest; : Wall Street
Journal; plus two percent per annum; or (if) the maximum applicable lawful intefgs ~

restrate.
7.6. " A party shall have the right, at its"owh expense, Upon feasonable N

. Notice and at fédsonable times, to'éxafine and .and 1o obtain
copies of the relevant portion of the books, fecords, and telephone recordings of the other party only to the-extent feasonably iecéssary fo verify
the acéuracy of any statément, charge, payment, or computation made under the Contract. This right to examine, audit, and to dbtain coples shall
not be available with respett to proprietary information not directly refevant td'transactions under this Contract. All invoices and billings shall be
condlusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed waived unless such invoices or
biilings are objected to in writing, with adequate explanation and/or documentation, within two years after the Month of Gas delivery. All retroactive

adjustments under Section 7 shall be paid in full by the party owing payment within 30 Days of Notice and substantiation of such inaccuracy.

7.7. Unless the parties have elected on the Base Contract not to make this Section 7.7 applicable to this Contract, the parties shall net
all undisputed amounts due and owing, and/or past due, arising under the Contract such that the party owing the greater amount shall
make a single payment of the net amount to the other party in accordance with Section 7; provided that no payment required to be
made pursuant to the terms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject to netting under this Section. If
the parties have executed a separate netting agresment, the terms and conditions therein shall prevail to the extent inconsistent

herewith.

Cbpyright@ 2002 North American Energy Standards Board, Inc.
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SECTION 8.  TITLE, WARRANTY, AND INDEMNITY

8.1. Unlessotherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to Its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have responsibility for and any liability with respect to said Gas after its delivery to Buyer at the DeliveryPoint(s).

8.2, Seller warrants that it will have the right to convey and will transfer good and merchantable title to all Gas sold hereunder and
dellvered by it to Buyer, free and clear of all liens, encumbrances, and claims. EXCEPT AS PROVIDED IN THIS SECTION 8.2 AND IN
SECTION 14.8, ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTABILITY OR OF
FITNESS FOR ANY PARTICULAR PURPOSE, ARE DISCLAIMED,

8.3. Seller agrees to indemnify Buyer and save it harmless from all losses, liabilitles or daims lncludlng reasonable attorneys' fees
and costs of court {"Claims"), from any and all persons, arising from or out of clalms of title, personal injury or property damage from
said Gas or other charges thereon which-attach before tille passes to Buyer. Buyer agrees to indemnify Sefler and save it harmless from
all Claims, from any and all persons, arising ‘from or out of claims regarding payment, personal Injury or property damage from said Gas or other
charges thereon which aftach after title passes to Buyer.

8.4. Notwithstanding the other provisions of this Section 8, as between Seller and Buyer, Seller will be liable for all Claims fo the extent that
such arise from the failure of Gas dellvered by Seller to meet the quality requirements of Section 5.

SECTION 9.  NOTICES

9.1. All Transaction Confi rmatxons, mvoxces, ‘payments and other communications made pursuant to the Base Contract ("Notices")
shall be made to the addresses speciﬂed in wntlng by the respectnve partles from tlme to time.

nt of a proceedmg or cas
mmenced against it; (i) 0

Obhgatlons

Coniract; (vu) fall to glve.Adequate As ; i TS } S but.at least one
‘of a written request by the other party;-of i er on or]
ss Day following written Notlce that sug

e election, to xmmedlately wifhhold and/or s spend delnvene’ or paymen s"upon Noti

. » . g !‘
Party, to desxgnate a Day, no earlier than the Day such Notice is given and no later than 20 Days after stich Notice is given, as an eariy
termination date (the “Early Termination Date”) for the liquidation and termination pursuant to Section 10.3.1 of all transactions under
the Contract, each a *Terminated Transaction”. On the Early Termination Date, all transactions will terminate, other than those
transactions, if any, that may not be liquidated and terminated under applicable law or that are, in the reasonable opinfon of the Non-
Defaulting Party, commercially impracticable to liquidate and terminate (“Excluded Transactions”), which Excluded Transactions must
be liquidated and terminated as soon thereafter as Is reasonably practicable, and upon termination shall be a Terminated Transaction
and be valued consistent with Section 10.3.1 below. With respect to each Excluded Transaction, its actual termination date shall be the

Early Termination Date for purposes of Section 10.3.1.

NAESB Standard 6.3.1
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The parties have selected either “Early Termination Damages Apply” or “Early Termination Damages Do Not Apply” as_

indicated on the Base Confract.

Early Termination Damages Apply:

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shall determine, in good faith and in a commercially
reasonable manner, (i) the amount owed (whether or not then due) by each party with respect fo all Gas delivered and received
between the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date and al other

applicable charges relating to such deliveries and receipts (including without limitation any amounts owed under Section 3.2), for which |-

payment has not yet been made by the party that owes such payment under this Contract and (i) the Market Value, as defined below,
of each Terminated Transaction. The Non-Defaulting Party shall (x) liquidate and accelerate each Terminated Transaction at its
Market Value, so that each amount equal to the difference between such Market Value and the Contract Value, as defined below, of
such Temninated Transaction(s) shall be due to the Buyer under the Terminated Transaction(s) if such Market Value exceeds the
Contract Value and to the Seller if the opposite is the case; and (y) where appropriate, discount each amount then due under clause
(x) above to present value in a commerclally reasonable manner as of the Early Termination Date (io take account of the period
between the date of liquidation and the date on which such amount would have otherwise been due pursuant to the relevant
Terminated Transactions).

For purposes of this Section 10.8.1, “Contract Value” means the amount of Gas remaining to be delivered or purchased under a
transaction multiplied by the Contract Price, and “Market Value” means the amount of Gas remaining to be delivered or purchased
under a transaction muitiplied by the market price for a similar transaction at the Delivery Point determined by the Non-Defauiting Party
in a commercially reasonable manriér. - To ascertain the Market Value, the Non-Defaulting Party may consider, anong other
valuations, any or all of the settlement prices of NYMEX Gas futures contracts, quotations from leading dealers in energy swap
contracts or physical gas trading markets, similar sales ‘or;purchases and:any other bona fide; arty. offers,.all ad]usted for the
length of the term and differences in transportation’ ¢osts Aty b 1 ittrar

order to_determine the Market Value. ;Any extensio
Termmatlon Date’ (lncludmg ‘but not Ivmlted to“ evergr

,Early Termination Date, the "N
amount owed (whether or nofith

n made by the’ partythat oWe

,ted gither “Other Agreeme

e, as appropnate -any a
egated toa single hqundated amount

Credit Sup rt Obhgg .n relatlng to the Contract;
: - Defaulting Party to the

egate, as appropnate any &
o} egated to a single hquvdate

1 p )
Net Settlement Amouht dwed to the Non—Defaultmg Party agamst any margin or other col!ateral held b‘ t m connectlon with any Credit
Support Obl[gaﬁon relaimg to the Contract, S AT . .

10.3.3," ‘If any obligatuon that is to be included i m any ne’mng, aggregation or séfoff pursuant to Section 10.3. 2 is unascertained,
the Non-Defaulting Party may in good faith estimate that obligation and net, aggregate or setoff, as applicable, in respect of the
estimate, subject to the Non-Defaultmg Party accounting to the Defaulting Party when the obligation is ascertained. Any amount not
then due which is included in any netting, aggregation or setoff pursuant to Section 10.3.2 shall be discounted to net present value in a
commercially reasonable manner determined by the Non-Defaulting Party.

10.4, Assoon as practicable after a liquidation, Notice shall be given by the Non-Defaulting Party to the Defaulting Party of the Net
Settlement Amount, and whether the Net Settlement Amount is due to or due from the Non-Defauiting Party. The Notice shall include a
written statement explaining in reasonabte detail the calculation of such amount, provided that failure to give such Notice shall not affect
the validity or enforceability of the liquidation or give rise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net
Setilement Amount shall be paid by the close of business on the second Business Day following such Notice, which date shall not be
garlier than the Early Termination Date. Interest on any unpaid portion of the Net Seitlement Amountshall accrue from the date due until the
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date of payment at a rate equal to the lower of §) the theneffective prime rate of interest published under “Money Rates" by The Wall Street
Joumnal, plus two percent per annum; or (if) the maximum applicable lawful interest rate.

10.5.  The parties agree that the transactions hereunder constitute a "forward contract” within the meaning of the United States
Bankruptcy Code and that Buyer and Seller are each "forward contract merchants” within the meaning of the United States Bankruptoy
Code.

10.6.  The Non-Defaulting Party's remedies under this Section 10 are the sole and exclusive remedies of the Non-Defaulting Party
with respect to the occurrence of any Early Termination Date. Each party reserves to itself all other rights, setoffs, counterclaims and
other defenses that it is or may be entitled to arising from the Contract.

10.7.  With respect to this Section 10, ifthe parties have executed a separate netting agreement with close-out netting provisions,
the terms and conditions therein shall prevail to the extent Inconsistent herewith.

SECTION 11. FORCE MAJEURE

11.1.  Except with regard lo a party's obhga’non to make payment(s) due under Section 7, Section 10.4, and Imbalance Charges under
Section 4, neither party shall be fiable to the other for failure to perform a Firm obligation, to the extent such failure was caused by Force
Majeure. The term "Force Majeure .as employed herein means any cause not reasonably within the control of the party claiming
suspension, as further defined in’ Sectlon 11.2, - s

11.2. Force Majeure shall includ t be Ilmited to, the following: (i) physical events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm warniy stich as hurricanes, which result in evacuation of the affected area, floods, was houts,
explosions, breakage or accident or nécessity of repalrs to machinery or equipment or lines of pipe; (ii) weather related events affecting
an entire geographic region, such as low temperatures which cause freezmg:or failure of wells orlines of plpe; (ilf) interruption and/or
curtailment of Firm transportatlon ‘and/or, storage’ ansporters;’ i(iv)is X

dlsturbances, riots, sabotage, insurre S I\ governmental actions, such as necessny for compha

order, law, statute, ordinance, regulati
Seller and Buyer shall make reasonab

all of the follow:ng circumstances: (l)
transportation is ‘also’ Gurtailed; (iiy the
covenanfs or. obhgatlons with reasonabl

eeonomic hardshxp, to Incld €
Buyer’s abiiity 51 pnce than the

(|v) the loss of

) ora regulatory agency dns‘
’t(s) or Buyer's inabillity to

Force Mé; Ure event, to ‘make or accep
shall be’ deemed to have falled in such o

. Nofwnthstandmg Sections 11
Confi rmatlon executed In writing by bo

SECT N"12 - TERM

This Cofitract may be termmated on 30 D 's written Notuce‘ but shall remaifi‘in effect until the explratlon of th } Iatest Deliyery Penod of any
transactfo s). The rights of elther party pursuant to Section 7.6 and Sedtion 10, the obilgations to fmake payment h eunder, and the
obhgatlon of éither party to indemnify the other pursuant hereto shall survive the termination of the Base Contract or any transacﬂon

SECTION 13. LIMITATIONS

FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED SUCH EXPRESS
REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY. A PARTY'S LIABILITY HEREUNDER SHALL
BE LIMITED AS SET FORTH IN SUCH PROVISION, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. IF
NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN OR IN A TRANSACTION, A PARTY'S LIABILITY SHALL
BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY. SUCH DIRECT ACTUAL DAMAGES SHALL BE HE SOLE AND EXCLUSIVE
REMEDY, AND ALl OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. UNLESS EXPRESSLY HEREIN
PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, NCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT
DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR CONTRACT, UNDER ANY
INDEMNITY PROVISION OR OTHERWISE. IT IS THE INTENT OF THE RARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING
THE NEGLIGENGE OF ANY PARTY, WHETH ER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE.

' Transaction

NAESB Standard 6.3.1

Copyright © 2002 North American Energy Standards Board, Inc.
Righ April 19, 2002

All Rights Reserved Page 8 of 10

e tacns Fen




TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE

DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWSE OBTAINING AN ADEQUATE. REMEDY—|S——--

INCONVENIENT AND THE DAMAGES CALCULATEDHEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR
LOSS.

SECTION 14, MISCELLANEOUS

14.1.  This Confract shall be binding upon and inure to the benefit of the successors, assigns, personal representatives, and heirs of the
respective parties hereto, and the covenants, conditions, rights and obligations of this Contract shall run for the full term of this Contract. No
assignment of this Contract, in whole or in part, wifl be made without th e prior written consent of the non-assigning party (and shall not relieve
the assigning party from liability hereunder), which consent will not be unreasonably withheld or delayed; provided, either party may (i) transfer,
sell, pledge, encumber, or assign this Contract or the accounts, revenues, or praceeds hereof In connection with any financing or other
financial arrangements, or (ii) transfer its interest to any parent or affiliate by assignment, merger or otherwise without the prior approval of the
other party. Upon any such assignment, transfer and assumption, the transferor shall remain principally liable for and shall not be relieved of
or discharged from any obligations hereunder.

14.2.  Ifany provision in this Contract Is determined to be Invalid, vold or unenforceable by any court having jurisdiction, such dstermination
shall not invalidate, void, or make unénforceable, any other provision, agreement or covenant of this Contract.

14,3,  Nowalver of any breach of thrs Contract shal! be held to be a waiver of any other or subsequent breach.

14.4.  This Contract sets forth all understandlngs between the parties respecting each transaction subject hereto, and any prior contracts,
understandings and representations, whether oral or written, relating to such transactions are merged into and superseded by this Contract
and any effective transactlon(s) This Contract may be amended only by a wntlng executed by both pames

14.5,

The mterpretatron and performance of this Contract‘

14 8. _3' Each ‘party t to thrs Contract repri
Each person who executes this Contract;
that such party will be bou 'd thereby

do so and

In the e nt'that dlsclosurelrs required by a govemmental body or applrcable law, the party
te ms of this Contract to the extent S0 requnred but shall promptly notify the other party, pnor to drsc]osure, and shall

e Base Confract or in a

e he‘ parties” may' zgree to dispute resolutron procedures in Specral Provrsrons attached t
Transactlon Conﬂrmatlon executed in wntlng by both partres . 7

DISCLAIMER: The punposes of this Confract are fo facilitate rade, avoid mistnderstandings and make more definite the terms of contracts of purchase and sale of
natural gas. Further, NAESB does not mandate the use of this Contract by any party, NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS
CONTRACT ACKNOWLEDGES AND AGREES TO NAESRE'S DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS,
EXPRESS OR IMPLIED, ORAL OR WRITTEN, WITH RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED
WARRANTIES OR CONDITIONS OF TITLE, NON-INFRINGEMENT MERCHANTABILITY, OR HTNESS OR SUITABILITY FOR ANY PARTICULAR
PURPOSE (WHETHER OR NOT NAESB KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN FACT AWARE OF ANY SUCH
PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY COURSEOF DEALING. EACH
USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL NAESB BE LIABLE FOR ANY DIRECT, SPECIAL, INCIDENTAL,
EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF ANY USE OF THIS CONTRACT.
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specified in the Base Contract.

TRANSACTION CONFIRMATION EXHIBIT A
s e LR IMMEDIATE DELIVERY
Letterhead/Logo Date:
Transaction Confirmation#: ________
This Transaction Confirmation is sub}ect §o the Base Contract between Seller and Buyer dated . The

terms of this Transaction Conﬂrmaﬁon are:binding uniess disputed in writing within 2 Business Days of receipt unless otherwise

SELLER: a BUYER:

Attn: Aftn:

Phone: Phone:

Fax: Fax:

Base Contract No. Base Contract No.
Trans orter. T I

Date: Date:
Copyright © 2002 North American Energy Standards Board, Inc. NAESB Stan_dard 6.3.1
All Rights Reserved Page 10 of 1Q April 18, 2002




' EXHIBIT B
Amending Agreement to Base Contract
for Sale and Purchase of Natural Gas (NAESB)
dated August 1, 2004
between
Nexen Marketing and Puget Sound Energy, Inc.

This AMENDING AGREEMENT ("Agreement") is made and entered into as of August 1, 2004 ("Effective Date'),
by and between Puget Sound Energy, Inc, ("PSE") and Nexen Marketing ("Nexen") to amend the Base Contract for
Sale and Purchase of Natural Gas, dated August 1, 2004, between PSE and Nexen ("Base Contract"), and the
Genetal Terms and Conditions of the North American Energy Standards Board, Inc. ("General Terms and
Conditions"), which are by reference incorporated into the Base Contract. Capitalized terms used in this Agreement,
~ unless otherwise defined in this Agreement, have the meanings set forth in the General Terms and Conditions, In
the absence of a written agreement to the contrary, all outstanding transactions will be subject to and governed by
the terms of the Base Contract, including transactions entered into prior to the effective date of the Base Contract.

1.1. Section 2.7 is deleted in its entirety and the following is inserted in lieu thereof:

2.7 "Contract" shall mean with respect to each transaction the legally-binding relationship established by the
Base Contract and the binding Transaction Confirmation for such transaction.

1.2. Section 2.11 is deleted in its entirety and the following inserted in lieu thereof:

2.11  “Credit Support Obligation(s)” shall mean an irrevocable standby letter of credit or cash.

1.3. When Nexen Marketing is the Confirming Party:
(a) the definition of “Contract Price” in Section 2.8 shall be amended to read “Contract Price or Price” (as

shown in Schedule “A”); and
(b) the definition of “Transaction Confirmation” shall be amended by deleting “Exhibit A” and replacing it

with “Schedule A”.

1.4. Section 3.2 "Cover Standard” is amended by inserting "for all or any part of the Gas" between "sale” and
is" in the tenth line.

1.5. Section 3.4 is amended by the addition of the following at the end of the Section:

“In the absence of a written agreement to the contrary, a party’s failure to deliver or receive Gas, unless prevented
by Force Majeure, for the greater of fifteen (15) successive Days or twenty percent (20%) of the number of Days in
a Delivery Period, rounded up to a full Day, in any one transaction shall constitute an Event of Default and the Non-
Defaulting Party shall have the right at its sole election to immediately withhold and/or suspend deliveries or
payments upon Notice and/or to terminate and liquidate the transactions under the Contract, in the manner provided
in Section 10,3 in addition to any and all other remedies hereunder.”

1.6. The first sentence of Section 7.1 is amended by deleting "applicable" and inserting "payable by Buyer
pursuant to the Contract” after "charges".

1.7. Section 7.2 shall be amended by deleting the first sentence and replacing it with the following:

“Buyer shall remit the amount due under Section 7.1 in the manner specified in the Base Contract, in immediately
available funds, on or before the later of the Payment Date or 10 days after receipt of the invoice by Buyer; provided that if
Payment Date is anot a Business Day, payment shall be made on the last preceding Business Day, and if Payment Date is
a Sunday or a Monday banking holiday, payment shall be made on the next Business Day following that date.”

1.8. Section 7.7 is amended by inserting the following wording in line two between the words “Contract” and “sich”;

“including any transportation charges relating to Gas purchased or sold hereunder”
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1.9. Section 8.1 is amended by a) inserting "Except as otherwise provided in Section 6," at the beginning of the
second sentence and b) inserting "assume" before "any liability" in the third sentence.

1.10.  Section 8.3 is amended by a) inserting *, its officers, directors, employees, agents and legal
representatives," after "Buyer" in the first line and after "Seller" in the third line and b) deleting "it" in the first and
third lines and inserting "each of them" in lieu thereof.

1.113. Section 9.1 is amended by inserting ", notices" immediately after "payments."

1.12.  Section 9.3 is amended by: a) deleting "given" in the first line and replacing it with "deemed to be
delivered"; b) deleting the third occurrence of "is" in the fourth sentence and replacing it with "if such facsimile is
received"; ¢) adding "at nine a.m." after "been received” in the fourth line and after "delivered” in the last sentence;
d) adding "at two p.m." after "been received” in the fifth line; and ) deleting the last sentence and replacing it with :
the following: “Notice via first class mail shall be considered delivered 10 Business Days after mailing.” ,

1.13.  The second sentence of Section 10.1 is deleted and the following three sentences are inserted in lieu
thereof:

"Adequate Assurance of Performance” shall mean sufficient security in either of the following forms, as selected by
"y in its sole discretion: &) standby irrevocable letter of credit in an amount, for the term, and in a form and
substance reasonably acceptable to X, or b) cash. Adequate Assurance of Performance shall be provided by Y by the
end of the 3rd Business Day after written demand is received. The Adequate Assurance of Performance shall not exceed
the amount calculated in accordance with the procedure for determining the Net Settlement Amount, as of the date of the
written demand, as if all Affected Transactions had been terminated under the Contract.

1.14.  Section 10.2 is amended by a) adding "of all or substantially all of its assets" after "assignment" and b)
deleting the remainder of the sentence following "sole election," and replace it with "in addition to any and all other
remedies available hereunder, to either immediately (A) withhold and/or suspend deliveries or payment under the
Contract subject to the Event of Default, or (B) terminate the Contract subject to the Event of Default."

1.15.  Section 10.3 is amended by a) adding "subject to an Event of Default" after "Contract” in the first sentence,
b) deleting "each a 'Terminated Transaction'." in the first sentence and replacing it with "each an 'Affected
Transaction'.", ¢) deleting the second sentence in its entirety and replacing it with "Upon termination each Affected
Transaction shall be valued consistent with Section 10.3.1 below", and d) deleting the third sentence in its entirety.

1.16.  Section 10.3.1 ("Early Termination Damages Apply") is amended by a) in the first sentence, adding "the"
before the first occurrence of "Terminated" and deleting "and Excluded Transactions" b) replacing each occurrence
of "Terminated” with "Affected", ¢) deleting the first occurrence of "a transaction” in the first sentence of the second
paragraph and replacing it with "the applicable Affected Transaction", d) deleting the second occurrence of "a
transaction” in the first sentence of the second paragraph and replacing it with "such Affected Transaction”, and ¢)
deleting "a transaction" in the fifth sentence of the second paragraph and replacing it with "an Affected

Transaction".

1.17.  Section 10.3.1 ("Early Termination Damages Do Not Apply") is amended by a) adding "the" before
"Terminated" and deleting "and Excluded Transactions" and b) replacing "Terminated" with "Affected".

1.18.  Section 10.3.2 ("Other Agreement Setoffs Apply"), item (if) of the last sentence, is amended by adding
then due and" before both occurrences of "payable".

1.19.  Section 10.3.3 is amended by deleting the last sentence in its entirety.

1.20.  Section 10.6 is amended by a) inserting "Except as otherwise provided in the Contract, " at the beginning of
the second sentence and c) deleting "other" wherever it appears in the second sentence.

1.21.  Section 11.1 is amended by a) inserting "and that such party is not able to avoid through reasonable
diligence" at the end of the second sentence.
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1.22.  Section 11 is amended by adding the following new Section 11.7:

11.7  If Seller's performance of its obligations to deliver Gas to all its firm customers is excused pursuant to this
Section 11, Seller shall apportion the available gas supply ratably among Buyer and other firm customers, to the
maximum extent feasible, in the percentage proportion of the contract quantity due each customer compated to the
aggregate contract quantity of Seller's firm Gas sales commitments at the time of the curtailment.

1,23.  The first sentence of Section 12 is amended by inserting "Base" before "Contract."

1.24.  The fifth sentence of Section 13 is amended by deleting "UNLESS EXPRESSLY HEREIN PROVIDED"
and replacing them with "EXCEPT FOR ANY LIABILITY ARISING UNDER SECTION 8.3 AND, IF
APPLICABLE, SECTION 14.10 AND AS OTHERWISE SPECIFICALLY PROVIDED HEREIN" and
deleting ", UNDER ANY INDEMNITY PROVISION". '

1.25.  Section 14.1 is amended by a) replacing "approval" with "consent" in the sixth line, and b) inserting the
following words between “affiliate” and “by assignment™: “of equal or better creditworthiness, in the reasonable
opinion of the consenting party”.

1.26.  Section 14.7 is amended by inserting "other than each of the parties indemnified under Section 8.3" at the
end of such sentence.

1.27.  Section 14.8 is deleted in its entirety and the following is inserted in lien thereof:

Each party to this Contract represents and warrants that it has full and complete authority to enter into and petform
this Contract and that each person who executes this Contract on its behalf has the full and complete authority to do

80.

1.28.  Section 14.10 is amended by: (a) adding a new clause (iv) after clause (jii) as follows and changing (iv) to
(v): "(iv) to the extent deemed necessary or desirable by PSE for purposes of providing information regarding its gas
supplies and economics to the Washington Utilities and Transportation Commission,"; and (b) adding the following

to the end of thereof:

"Notwithstanding any contrary provision that may be contained herein, any party to this Contract (and each
employee, representative, or other agent of any such party) may disclose to any and all persons, without
limitation of any kind, the income tax treatment and income tax structure of the transactions contemplated
by this Contract and all materials of any kind (including opinions or other tax analyses) that are provided to
such party relating to such tax treatment and tax structure; provided, however, that the foregoing shall not
serve to authorize the disclosute of such information to the extent such information is subject to restrictions
reasonably necessary to comply with applicable securities laws, and provided, further, that the foregoing
shall not serve to authorize the disclosure of the identity of any party or any confidential business
information of any party to the extent the disclosure of such identity or information is not related to the
income tax treatment and income tax structure of the transactions contemplated by this Contract. The
parties to this Contract acknowledge that they have no knowledge or reason to know that such disclosure is

otherwise limited, "

129,  Section 14.11 shall be added as follows:

“When this Contract is to be interpreted and governed pursuant to the laws of the Province of Alberta, then
pursuant to Section 7 of the Limitations Act, R.S.A. 2000 ¢. L-12, the parties agree that the two (2) year period
for seeking a remedial order under Section 3(1)(a) of the Limitations Act, R.S.A. 2000 c. L-12, as amended, for
any claim (as defined in that 4cf) arising in connection with this Contract is extended to:

() for claims disclosed by an audit, two (2) years after the last day this Contract permits that audit to be

performed; or
(b) for all other claims, four (4) years
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1.30.  Section 14.11 is deleted in its entirety and replaced with the following;

“Any claim, counterclaim, demand, cause of action, dispute, and controversy arising out of or relating to this
Contract or the relationship established by this Coniract, any provision hereof, the alleged breach thereof, or in
any way relating to the subject matter of this Contract, involving the parties and/or their respective
representatives (collectively the “Claims™), even though some or all of such Claims allegedly are extra-
coniractual in nature, whether such Claims sound in contract, tort, or otherwise, at law or in equity, under
provineial, state or federal law, whether provided by statute or the common law, for damages or any other relief,
shall be resolved in accordance with this Section 14.11. The aggrieved party (“X”) shall document any dispute
in writing with all detailed particulars (including, but not limited to, the nature of the dispute, the dollar amount
involved, if any, and the specific remedy sought) and deliver written notice of such dispute to the responding
party (“Y”). The parties must use all good faith, commercially reasonable and expeditious effotts to resolve any
bona fide dispute by mutual agreement of the senior financial officers of each party, no later than ten (10)
Business Days after receipt of any dispute notice. If after 'such 10 Business Days the parties are unable to
resolve the dispute, both parties agree to resolve such dispute by binding and non-appealable arbitration.

The parties agree that all disputes arising out of or relating to this contract shall be determined by final and
binding arbitration conducted in accordance with the CPR Institute for Dispute Resolution Rules for Non-
administered Arbitration of International Disputes to the extent not inconsistent with the rules specified herein,
The site of the arbitration shall be in Calgary, Alberta and the language of the arbitration shall be in English.
The validity, construction, and interpretation of this Contract to arbifrate, and all procedural aspects of the
arbitration conducted pursuant hereto shall be decided by the arbitrators. In deciding the substance of the
parties’ Claims, the arbitrators shall refer to the laws of the jurisdiction specified by the parties in the Base
Contract. It is agreed that the Arbitrators (as defined below) shall have no authority to award treble, exemplary
or punitive damages of any type under any circumstances whether or not such damages may be available under
provincial, state or federal law, or under any applicable Arbitration Act, the parties hereby waiving their right, if
any, to recover any such damages.

Within thirty (30) Business Days of the Notice of initiation of the arbifration procedure, each party shall select
one arbitrator. Within ten (10) Business Days after both arbitrators are chosen, the two arbitrators shall select a
third arbitrator. The third arbitrator shall be a person who has experience in the oil and gas industry and who
has not previously been employed by either party and does not have a direct or indirect interest in either party or
the subject matter of the arbitration. While the third arbitrator shall be neutral, it shall not be grounds for
removal of either of the two party-appointed arbitrators or for vacating the arbitrators’ award that either of such
arbitrators has past or present minimal relationships with the party that appointed such arbitrator.

The Arbitrators have no authority to make a decision outside the scope of the Contract. To the fullest extent
permitted by law, any arbitration proceeding and the arbitrators award shall be maintained in confidence by the

parties.”

1.31.  Section 6.3.1 of the "Canadian Addendum” is amended by deleting "possible" in the second sentence and
replacing it with "practicable".

Section 2 Other Provisions

2.1. This Agreement is subject to the rules, regulations, orders and other requirements, now or hereafier in
effect, of all governmental and regulatory authorities having jurisdiction over this Agreement, PSE or Nexen, All
laws, ordinances, rules, regulations, orders and other requirements, now or hereafter in effect, of governmental and
regulatory authorities that are required to be incorporated in agreements of this character are by this reference

incorporated in this Agreement,

2.2, Except as expressly provided in this Agreement, all of the terms and conditions of the Base Contract and
the General Terms and Conditions shall remain unchanged and in full force and effect and all such terms and
conditions of the Base Contract and the General Terms and Conditions are by this reference incorporated into this
Agreement with the same force and effect as if fully set forth herein.
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2.3. The parties to this Agreement agree that the disclaimer statement appearing at the bottom of the General
Terms and Conditions is entirely for the benefit of the North American Energy Standards Board, Inc. and that as
between the parties to this Agreement such disclaimer shall not affect the meaning, interpretation or construction of
this Agreement.

2.4. The section headings contained in this Agreement are for convenience of reference only and shall not be
used in any way to affect, interpret or construe any of the provisions of this Agreement,

2.5. This Agreement shall be effective upon execution and delivery by each of PSE and Nexen.

Nexen Marketing Z f /@%/Z—’

By

Title WBWK_L_‘ Janet E. Vellutini
ope Vice President,
Date — President——————— Natural Gas Mérketing
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Contract

5 Gos! : o iStates dollars or United 5t ollarstpersMMBtu, or
Canadian dollars or Canadian dollars per GJ, as the parties shall agree upon in the Transaction Confirmation, in the event either Seller
or Buyer fails to perform a Firm obligation to deliver Gas in the case of Seller or to receive Gas in the case of Buyer.

Delete Section 2.4 and replace it with the following:

2.4 “Business Day” shall mean any day except Saturday, Sunday, or a statutory or banking holiday observed in the jurisdiction specified
pursuant to Section 14.5. A Business Day shall open at 8:00 am. and close at 5:00 p.m. local time for the relevant party's principal
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and GJ's is

ermination
pay, on
Party in

its sole
Gas as
storage
; (if) not

a, Buyer
r hereby

Section 6.3.‘.1 @) to b(m).

6.3.3  Without limiting the generality of Section 8.3, Buyer indemnifies Seller for any GST, penalties and interest and all other
damages and costs of any nature arising from breach of the declarations, representations and warranties contained in Section 6.3.1 or
6.3.2, or otherwise from application of GST to Gas declared, represented and warranted by Buyer to be acquired for export from

Canada.
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all-prevail to

other than
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