@ PUGET SOUND ENERGY

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

PSE.com

Shell Energy — WEI/Huntington

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 Authorization to Import
and Export Natural Gas from and to Canada '
FE DocketNo. _[[-[22 NG

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 bas reviewed the following documents in regard to the within opinion:

€y 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

Gbert E. Neate
Assistant General Counsel '
Puget Sound Energy, Inc.

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, 11-122-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, 2015. 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 operating
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. "

B@b‘é’lﬁ. Neat:
Assistant General Cowrtsel
Puget Sound Enefgy, 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, knowled and belief; and that he is authorized to execute and

file the same with the Department\Qf Energ

YRobel“f”Neate
/

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

Vicgie PO

ALY |
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Shell Trading

Clay Riding

Puget Sound Energy

10885 NE 4th Street PSE-11s Coral Energy Holding, L.P.

Bellevue, WA Q09 Fannin, Suite 700
. Houston, Texas 77010

£8004-5515 Tel +1 713 767 5400

September 10, 2007

Subject: Coral Enetgy Holding, L.P. to Change Name to Shell
Energy North America (US), L.P.

Dear Clay:

We are pleased to announce that, effective October 1, 2007, Cotal Enetgy Holding, L.P. will change its name
to Shell Energy Notth America (US), L.P. and, also effective Octobet 1, 2007, Coral Energy Canada Inc, will
change its name to Shell Energy Notth Ametica (Canada) Inc. Both companies will do business as Shell
Energy North Ametica in their respective countties. All other Coral Enetgy companies-including but not
limited to Cotal Enetgy Resoutces, L.P.; Coral Power, L.L.C.; and Coral Energy Management, LLC-will
continue to operate as subsidiaties of Shell Energy North America (US), L.P.

There will be no change in structute, ownership or creditworthiness of the company. The most prominent
change you may notice is that all billing statements dated on ot after October 1, will list Shell Enetgy Notth
America (US), L.P. as the holding company. While all legacy contracts written under the Coral Energy
Holding, L.P. company name will be unaffected by the name change, existing contracts will be revised to
reflect the name change when they are tenewed. This natne change is a natural progression for the Cotal
Energy companies, which started as a Shell joint ventute and evolved into a wholly owned Shell subsidiary in
2005.

The name change process provided us with an oppottunity to re-examine our customers’ needs and
expectations. We know customer service and tesponsive account management are critical elements to your

- ovetall satisfaction. We have reaffirmed our commitment to all aspects of customer setvice. Now, mote than
ever, we believe that our experience and commitment is key to providing you with the solutions that will
continue to help you meet your enetgy needs now and in the future,

We value your business, and remain committed to delivering exceptional value and tresponsive customer cate.
Please let us know if we can do anything else as we continue providing you with leading energy solutions.

Sincerely,

Mark Hanafin
President & CEO
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SHELL ENERGY NORTH AMERICA (Us), L.P

ContractNumber,  010-NG-BS-1 3472 Trade Date: 09/28/2010

Deal Maker: Tan Tu Deal Number. 1015091
EhdurNumber: 4605222
CONFIRMATION
PUGET SOUND ENERGY, INC. ' Date: 09/29/2010
ATTENTION: Contract Admin. Fax; 1-425-462-3280
PSE-11N PO BOX 97034 Phone: 425-462-3783

BELLEVUE,WA 98009-9734

This Transaction Confirmation ("Confirmation") shall confirm and effectuate the agreement between SHELL ENERGY NORTH AMERICA (US), L.P. ("Shell
Energy") and PUGET SOUND ENERGY, INC. ("Coun terparty"} regarding the purchase and sale of natural gas under the following terms.
Capitalized terms used but not defined herein shall have the meaning ascribed to them ih the Contract.

1’

Seller: SHELL ENERGY NORTH AMERICA (Us), L.p. Buyer. PUGET SOUND ENERGY, INC.

Delivery Periocd Transporter/ Performance Contract Quantity
Start Date End Date Delivery Point(s) Ob‘ligation - (MMBTU)
11/01/2011 - 10/31/2015 . WEI ~ Fim 5000 Per Day
v HUNTINGDON

Contract Price (USD per MMBTU):
11/01/2011 - 10/31/2015 Inside F.E.R.C GAS Market Report Northwest Ppl Canada border + 0.035 ]

d v~

This Confirmation is being provided pursuant to and in accordance with the master natural gas purchase and/or sale contract dated 12/15/2003 hetween
Counterpaity and Shell Energy (the "Contract”) and constitutes part of and is subject to all of the provisions of the Contract. With respect to the above
stated Deal Number identifying this specific transaction, this Confirmation shall supersede any prior Confirmations of this specific transaction.

Please evidence your acceptance of this Confimation by signing below and retuming a faxed copy to Shell Energy.
Confirmation is received by Shell Energy by 5:00 p.m., Houston, Texas, time, within two (2) Business Days after
Counterparty (unless otherwise specified in the Contract), then this Confirmation shall be the final expression of all the
anhd enforceable against Seller and Buyer regardless of whether executed by Counterparty,

If ho facsimile objection to this
delivery of this Confirmation to
terms hereof and shall be binding

Please return the signed confirmation to Fax: (713) 265-2171
Questions and comments should b%’rected to Shell Energy at Phone: (713) 230-7505

SHELL ENERGY NORTH AMERICA (Us), L.P.

W0
Per - Per
Name/Title: Name/Title: Patricia Butler - Contracts Manager
Date: Date: 09/29/2010

SHELL ENERGY NORTH AMERICA (US), L.P. ¢ 909 Fannin St, Plaza Level 1, Houston, TX 77010




Base Contract for Sale and Purchase of Natural Gas

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

Coral Enerq¥ anada Inc.
3500, 450 1% Street SW Calgary, Alberta T2P 5H1

buns Number: 25-357-5609

Contract Number:

U.S. Federal Tax ID Number:

Notices:
3500, 450 — 1% Strest SW., Calqarv, Alberta 2P 5H1

Attn: Contract Adminisiration

Phone: (403) 216-3600 Fax :’(403)‘216_-3601

Confirmations:
3500, 450 — 1% Street SW., Calqarv Alberta T2P 5H1

Atin: Contract Administration

Phone: (403) 216-3600 ' (403) 216 3602

Invoices and Pavments
3500, 450 — 1% Street S.W., Calgary, Alberta T2P 5H1

Attn: Gas Accounting

and Puget Sound Energy, Inc.

PO Box 97304 PSE-11N Bellevue, WA 98009-9734
Duns Number: 00794-2113
Contract Number:

U.S. Federal Tax ID Number: 91-037-4630

PO Box 97304 PSE-11N Bellevue, WA 98009-9734
Attn: Gas Trading

Phone: (425) 462-3688 Fax: (425) 462-3175

PO Box 97304 PSE-11N Bellevue, WA 98009-9734
Atin: Gas Trading

Phone: (425) 462-3103 Fax: (425) 462-3836

PO Box 97304 PSE-11N Bellevue, WA 98009-9734
Attn: Gas Accountmg

BANK Key Baink
ACCT: 479681024630

Ig 302 : by agree to the followmg provnsnons offered’
arues failtoc eck a box, the specified default prowsxon shall apply. Vi

Section 7.7
Netting:

Section 10.3.1
Early Termination
Damages

Section 10.3.2
Other Agreement
Setoffs”

Section 14.5
Choige Of Law

1 Seller.Pays Before and At Dehvery Point :.

Sectién 1410

x Addendum(s): Canadian Addendurm four (4) pages.

x Spedcial’ Pravisions NUmbar of sheets attached: Special Prowszons three (3) pages”

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

Coral Energy Canada Ing,

Puget Sound Energy Inc.

Party Name Party Nam}&k}( m &x

By By N /)\

Name: Name;

Title: Sr. Vice Presndent Ongmatlon Title: -8 OHHO 55 3\7'9 IVHNLYN

Copyright © 2002 North American Energy Standards Board, Inc. - AESB Standard 6.3.1
Al Fights Reserved d / 09 'H ANAYM April 19, 2002




General Terms and Conditions
Base Contract for Sale and Purchase of Natural Gas

SECTION 1.  PURPOSE AND PROCEDURES

1.1, These General Terms and Condltlons are intended to facilitate purchase and sale transactions of Gas on a Firm or
Interruptible basis. "Buyer" refers to.the: party recelvmg Gas and "Seller" refers to the party delivering Gas. The entire agreement
between the parties shall be the Contract as. deflned in Section 2.7.

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

Oral Transaction Procedure:

1.2, The parties will use the:following T. ction Confirmation procedure. Any Gas purchase and sale transaction may be
effectuated in an EDI transmissi elephoné;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 o,have‘bee igned”. Notwithstanding the foregoing sentence, the parties agree that Confirming
Party shall, and the other party may, & telephonic transaction by sending the other party a Transaction Confirmation by
facsimile, EDI or mutually agreeable’ ‘electronic means within three Business Days of a transaction covered by this Section 1.2 (Oral
Transaglion Procedure) provided. that the failure to send a Transaction Confirmation shall not invalidate the oral agreement of the
ts its conflrmmg letterhead .orthe hke,’:-;ﬁ Cits sngnature on-an
il the T

sactlon Confmnatlon to the sendmg na
Confirm D¢ dling:constitutes the reoelving party's agreer
‘Gonfirmation :

recorded

(Iv) these
agr art loally ecord all telephone conversatlons with respect
respecnv employees Wltho any special rfurther notice } hall gents and
ntract, the
this Base

The tefms set forth balow shall have the meaning ascribed to them’ below “Other terms are also’ defined elsewhere in the Contract and
shall have the meanings ascribed to them herein.

2.1. “Alternative Damages” shall mean such damages, expressed in dollars or dollars per MMBtu, as the parties shall agree upon in the
Transaction Gonfirmation, 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.

2.2, "Base Contract" shall mean a contract executed by the parties that incomorates 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. “British thermal unit" or "Btu” shall mean the Intemational BTU, which is also called the Btu (IT).

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
-All Rights Reserved Page 2 of 10 April 19, 2002

e g et b 16 g e h e e

e e e el A et e s et o e




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 following the Day a
Transaction Confirmation is received 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.'fiarty designated in the Base Contract to prepare and forward Transaction Confirmations to the other
party. L

2.7.  'Contract" shall mean the legally:
Confirmations and (jii) where the partie
transactions that the parties have entere
binding Transaction Confirmation. .,"

2.8. "Contract Price” shall me,gi\}i the amount expressed in U.S. Dollars per MMBtu to be paid by Buyer to Selier for the purchase of
Gas as agreed to by the parties in a transaction.. .

2.9.  'Contract Quantity" shall meanithe q

2.10. “"Cover Standard®, as re
of Gas pursuant to this Contract
party, obtain Gas, (or an aliermnate; fuel'if ele
sell Gas, in either case, at a price reasonab
provided by the nonperforming parly; the immediacy of the Buyer's Gas consumption needs or Selie
applicable; jth of failure by the nonperforming paty,: .

binding relationship established by (i) the Base Contract, (i) any and all binding Transaction
elected the Oral Transaction Procedure in Section 1.2 of the Base Contract, any and all
hrough an EDI transmission or by telephone, but that have not been confirmed in a

.of Gas to be delivered and taken as agreed to by the parties in a transaction.

j3.2, shall mean that If there is an unexcused failure to take or deliver any quantity
ng party shall use commercially reasonable efforts to (i) if Buyer is the performing
y Buyer and replacement Gas is not available), or (ii) if Seller is the performing party,
the delivery or production area, as applicable, consistent with: the amount of notice
Gas sales requirements, as

ich'pérformance is

hat either é’g{ly may interriipt jts performance vyijhéﬂtf:!_iability only to'the
: -Force Majeure

'Force Majeure;:provided, however; that during Force Majetire interruptio
.any:Imbalance Charges as set forth.in Section 4.3 related to:its interruptio

d ajonoombusﬁ‘!;}ie gases in

‘penalties, costs or charges (in
N requirements: '

commencement of the t:Day of the next calendar month. ;- 4 47 gt B i
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. "Receiving Transporter" shall mean the Transporter receiving 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 Stan.dard 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 s 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 fransaction
formed pursuant to Section 1 for a particular Delivery Period.

2.28. “Termination Option” shall mean‘;.jhe,f_gption of either party to terminate a transaction in the event that the other party fails to perform a
Firm obligation to deliver 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 Confin n.

2,29, '"Transporter(s)" shall mean_ﬁ'_éll 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 transaction,

SECTION 3. PERFORMANCE OBLIGATION

3.1. Seller agrees to sell ang;f‘:gieliygy, and Buyér agrees lo 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. Cowire

The parties have selected eithe(:;théﬁ.’*quéf;:S§éﬂ'ilard” or the “Spot Price Standard” as indicated on the Base Contract.
Cover Standard: e ey

ive remedy of the parties In the event.of a breach of a Firm obligati
the | n:the event:of a breach:by Seller-on any Day(s), payment by Selle
positive difference, if any, between the purchase price:pald;by Buyer utilizing the Cover Standard a
commercially:reasonablg ‘differences in transportationcosts to or from the Delivery -Point(s), multip
Contract- Quantity and-the. quantity actually delivered by Seller for such Day(s); o (ii)in )
payment by:Buyer to'Seller in the amount'equal to the;positive difference, if any, bet

g'the Cover:Standard for esale of such.Gas, adjusted for. commercially-reasonabl
livery Point(s), multiplied-by the difference:between the Contract Quantity and the'quantit
yievent that “Bliyer has used;.commercially. reasonable: efforts to replace.the.Gas of:
h ilable,

0 deliver or receive Gas shall be
yer-in ‘an-amount equal to the

ice and the:price received by
fferences in trafnsportation costs
ctually taken by Buyer for
oller: has used

ifference shall
on.which such

re'.ﬁ io Alternati{ffe; Damagesf it fon éd In writing

may provide for a“Fermination Option in a Transaction Confir
containing the Termination Option will designate‘the length of nperformance

ingthe, p he:f ) ercise thereof; how damages for nonperformance. will be compensated, and
how liquidation costs will'be calculated?-" SRR N _ iy

SECTION 4. TRANSPORTATION, NOMINATIONS, AND IMBALANCES

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

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

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Staqdard 6.3.1
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4.3. The parties shall use commercially reasonable effors 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 tesult 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 reimburse Seller 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 shall mest tbé::"pr :sure, 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 Recelving-Trangp

SECTION 6. TAXES

The parties have selected either A‘_.A‘IBuyer. i5ays Af,%_nd After Delivery Point” or “Seller Pays Before and At Delivery Point” as indicated
on the Base Contract. ;

Buyer Pays At and After Delive_t"&;:_P'om't:i:
| allitaxes, 16
p

les, penalties, licenses or charges imposed by any government authority (“Taxes”) on or
ini(s). Buyer shall pay or cause to be paid all Taxes on or with respect to the Gas at the
elivery:Point(s). If a party is required to remit or pay Taxes that are the other party’s responsibility
hereundet, the party responsible for such Taxes shall promptly reimburse the other party for such Taxes. Any party entitied to an exemption
from any.such Taxes or.charges shall furnish the other party.any necessary documentation thereof.: . .« ..« - - G L

xes") on or
-axes oh or
sponsibility
-exemption

4 paid all taxes, fees, levies;:penalties, licenses or charges i /
‘prior 1o the Deliveyy:Point(s) and all Tax es at the Delivery Point(s).~Buyer shall pa
: . Ii:aipary is required:to remit or_pay Taxes that
sible for such; Taxes shall prc mptly. reimburse the other partyfor. such Taxes.

e

rges shail furnish-the other pa.r'ty.kany"hecessary do_cumentaﬁdnjhéreof.

funds, on or
:a Business Day,

f any such invoice or an
joiced party disputes the amp
isputed. In theievent the
hts pursuant-to this S

; | mad y Con is right to examiine, audit, and 10"obtain copies shall
o proprietary information not directly relévant to transactions under thiis"Contract. “All invoices and billings shall be
conclusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed waived unless such invoices or
bilings are objected to in writing, with adequate explanation and/or documentation, within two years after the Month of Gas delivery. Al 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 Gontract, the parties shall net
all undisputed amounts due and owing, andfor past due, atising 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 agreement, the terms and conditions therein shall prevail to the extent inconsistent

herewith.
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SECTION 8.  TITLE, WARRANTY, AND INDEMNITY

8.1. Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have responsibility for and any liability with respect to said Gas after its delivery to Buyer at the Delivery Point(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
delivered by it to Buyer, free and clear of all liens, encumbrances, and claims. EXCEPT AS PROVIDED IN THIS SECTION 82 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 . ave it harmless from all losses, liabilities or claims including reasonable attorneys' fees
and costs of court ("Claims"), from any an ersons, arising from or out of claims of title, personal injury or property damage from
said Gas or other charges thereon which attach;before title passes to Buyer. Buyer agrees to indemnify Seller and save it harmless from
all Claims, from any and all persons, arising from.or:out of claims regarding payment, personal Injury or property damage from said Gas or other
charges thereon which attach after title passes to Buyer.

8.4. Notwithstanding the othe_r_jpr_dy.is"ipns of 1& ection 8, as between Seller and Buyer, Seller will be liable for all Claims to the extent that
such arise from the failure of Gas delivered by Sejle meet the quality requiremenis of Section 5.

SECTION 9.

9.1. All Transaction Confirmations, in\)éicés;‘payments and other communications made pursuant 1o the Base Contract ("Notices")

shall be made to the addresses specified in writing by the respective parties from time to time.

9.2. :All-Notices requifed:heteunder:may besent by facsimile ‘or mutiially acceptable eléctroni
ight.courier serv st class mail;or:hand deli ‘ e L

iptions, will apply.
acsimile- machine's conf I
r five:p.m. on a Business Day,’

rnight mail-or. courier sha

If the day

55y e ay ‘on which:

such facsimile shall be deemed to have
deémed to have been recgive
Notice via first class mai

Business Day.. Notice; I
such earligr.time. a:

g the performance of
limitation, the" occu

blig ) s Contract
a_material-change in the
erformange” shall mean

(i) make. an assignment or
uthorize, or: acquiesce in the
r-have suchpetition filed or

ébligations
t least one
r.before the

g, the Non-Defaulting Party:shall have the, right;:by Notic he Defauliing
ce Is given and'no later than.20 Days. after such’Notice is given, as an early
dation and termination pursuant to Secfion10:3.1of 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 opinion 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.
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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 Contract.

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 to all Gas delivered and received
between the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date and all other
applicable charges relating to such deliverles and receipts (including without limitation any amounts owed under Section 3.2), for which
payment has not yet been made by theparty-that owes such payment under this Contract and (ji) 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;, equa e difference between such Market Value and the Coniract Value, as defined below, of
such Terminated Transaction(s) shall be the Buyer under the Terminated Transaction(s) if such Market Value exceeds the
Contract Value and to the Seller if-the op teils the case; and (y) where appropriate, discount each amount then due under clause
(%) above to present value in a commerCIally reasonable manner as of the Early Termination Date (to take account of the period
between the date of liquidation®é which such amount would have otherwise been due pursuant to the relevant
Terminated Transactions). :

For purposes of this Section 10 'lue” means the amount of Gas remaining to be delivered or purchased under a
transaction multiptied by the Cont i
under a transaction multiplied by’ th arket. price for a similar transaction at the Delivery Point determined by the Non-Defaulting Party
in a commercially reasonable manner. : i To ascertain the Market Value, the Non-Defaulting Party may consider, among other
valuations, any or all of the settlement prices of NYMEX Gas futures contracts, quotations from leading dealers in energy swap
contracts -of:: physical gas tradmg markets, snmllar sales or. purchases and -any other bona fide, thlrd' arty offers;: :al adjusted for the

setoff (i)
with any

‘ ‘unascertained,
the Non- Default{ng Patty may in good faith estimate"that ‘obllgation and net, ‘aggregate or“sefoff;-as applicable, in respect of the
estimate, subject to the Non-Defaulting 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
commetcially reasonable manner determined by the Non-Defaulting Party.

10.4. As soon 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-Defaulting Party. The Notice shall include a
written statement explaining in reasonable 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 tise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net
Settlement Amount shall be paid by the close of business on the second Business Day following such Notice, which date shall not be
eatlier than the Early Termination Date. Interest on any unpaid portion of the Net Settlement Amount shall accrue from the date due until the
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date of payment at a rate equal to the lower of (I) the then-effective prime rate of interest published under "Money Rates" by The Wall Street
Joumal, plus two percent per annum; of (i} 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
Bankrupicy Code and that Buyer and Seller are each "forward contract merchants" within the meaning of the United States Bankruptcy
Code.

10.6. The Non-Defaulting Party's remedles undet 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 entltled fo.arising from the Contract,

10.7.  With respect to this Section;: 10 ) parties have executed a separate netting agreement with close-out netting provisions,
the terms and conditions therein shall prevall ythe extent inconsistent herewith.

SECTION 11. FORCE MAJEUR,.

11.1.  Except with regard to a panys obligation:to make payment(s) due under Section 7, Section 10.4, and Imbalance Charges under
Section 4, neither party shall be ligble:to:the other for fallure to perform a Firm obligation, to the extent such failure was caused by Force
Majeure. The term "Force Majeq -as employed: herein means any cause not reasonably within the control of the party claiming
suspension, as further defined in Section 11.2,
11.2.  Force Majeure shall lnclude but not-b ‘Ilmlted to, the following: (i) physncal events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm warm‘~ such as hurricanes, which result in evacuation of the affected area, floods, washouts,
explosnons breakage or acoldent or nécessity of repairs to machinery or equxpment or fines of plpe (u) weather related events affecting
 oi :

ofice may be

glven orally, however, wntt Notice with: reasonably full parhculars of the event or occlrrence s requwe as soon as reasonably possible.

Upon provadmg wntten ,o(uceiof Force ngeure to the' other party, the aﬁected party wnll;pe relieved:of i llgatuon, fro,

as appllcable to the;extent and f r.the duratio

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 THE 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, INCIDENTAL, 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 PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING
THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE.

NAESB Standard 6.3.1
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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 OTHERWISE OBTAINING AN ADEQUATE REMEDY IS
INCONVENIENT AND THE DAMAGES CALCULATED HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR

LOSS.
SECTION 14.  MISCELLANEOUS

14.1.  This Contract 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;jn pg il be made without the prior written consent of the non-assigning party (and shall not relieve
the assigning party from liability hereunder, 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 proceeds hereof in connection with any financing or other
“financial arrangements, or (ii) transfer.jts intérest to any parent or affiliate by assignment, merger or otherwise without the prior approval of the
other party. Upon any such assignment, trar d assumption, the transferor shall remain principally liable for and shall not be relieved of
or discharged from any obligations hereunder.

14.2.  If any provision in this Contract:is determined to be Invalid, void or unenforceable by any court having jurisdiction, such determination
shall not invalidate, void, or make:! eable.any, other provision, agreement or covenant of this Contract.
14.3.  No walver of any breach; | be held to be a waiver of any other or subsequent breach.

14.4.  This Contract sets forth all h"c‘iferstgfidihgélbétween 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

). This Contract may be amended only by a writing executed by both parties.

performance of this’ Cor ali-be ‘governed by the,laws of the ju
uld apply the. law of anothe i

=

aware-Which'may result in
vent or; limit:the disclosure.

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misunderstandings and make more definite the terms of contracts of purchiase 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 NAESB'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, NONANFRINGEMENT, MERCHANTABILITY, OR FITNESS 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 COURSE OF 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.

Copyright © 2002 North American Energy Standards Board, Inc. . NAESB Standard 6.3.1
Page 9 of 10 April 19, 2002

All Rights Reserved




TRANSACTION CONFIRMATION EXHIBIT A
FOR IMMEDIATE DELIVERY
Letterhead/Logo Date: :
Transaction Confirmation #:
This Transaction Confirmation is sub}'éc e Base Contract between Seller and Buyer dated . The

terms of this Transaction Confirmation are
specified in the Base Contract. '

ding unless disputed in writing within 2 Business Days of receipt unless otherwise

Transporter;,
Transpo

SELLER: BUYER:

Atin: Attn:

Phone: Phone:

Fax: Fax;

Base Contract No. Base Contract No.

. Transporter; _.

'Transp_:o

T;‘

ter Contra t_g{}lumbéf"

Tt

Date: Date:
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EXHIBIT B
‘Special Provisions to Base Contract
for Sale and Purchase of Natural Gas (NAESB)
dated January 1, 2004 between
Coral Energy Canada Inc. and Puget Sound Energy, Inc.

Section 1.4  Delete the third sentence of Section 1.4 and insert the following sentence in its place:
“The Confirming Party shall at its expense maintain equipment necessary to regularly record transactions;
provided, the Confirming Party shall not be liable for any malfunction of equipment or the operation thereof
in respect of any transaction WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO,
INCLUDING, WITHOUT LIMITATION, THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH
NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE, For those transactions
documented by telephone recordings, no such transaction shall be vitiated should a malfunction occur in
equipment regularly utilized for recording transactions or retaining any recorded transactions or the
operation thereof, and in such event the transaction shall be evidenced by the written and computer
records of the parties concerning the fransaction made contemporaneously with the telephone
conversation.”

Section 3.1 Add the following sentences to the end of this paragraph: “If a transaction is not
designated as Interruptible or Firm, it shall be deemed to be Firm. Buyer and Seller agree that in the
event of a breach of a Firm obligation to deliver or receive Gas, the non-breaching party may elect either
the Spot Price Standard or the Cover Standard as its sole and exclusive remedy for such breach.”

Section3.2  "Cover Standard" is amended by inserting "for all or any part of the Gas" between "sale"
and "is" in the tenth line.

Section 3.5:  Add the following new Section 3.5 titled Fixed Price Election:

“If the parties enter into a Transaction with a Contract Price that is a fixed price based on the New York
Mercantile Exchange (“NYMEX") natural gas futures contract (“Fixed Price”) or otherwise as opposed to a
Contract Price that floats based on NYMEX, industry postings, reference publications, or other external
market factors or indices, for a specified quantity of Gas to be delivered at the Delivery Point for the
relevant period, such Fixed Price shall not be subject to change and the corresponding quantities must be
nominated by Buyer and shall be deemed to be the first gas purchased during the applicable Month. If a
Fixed Price is established for a quantity of Gas in a particular Month that is less than the total quantity of
Gas delivered and received in such Month, and/or if more than one Fixed Price for different quantities of
Gas has been established in a particular Month, then the first Gas purchased during said Month shall be
the first quantities for which a Fixed Price was established, followed by any additional quantities in the
order they are purchased. If for any reason whatsoevet, including without limitation, an event of Force
Majeure or any other circumstance (other than a breach or default by either party under Section 3.2
hereunder), that would excuse a party’s obligation to deliver or receive Gas under this Contract, Seller
delivers, or Buyer takes, less than the full quantity of Gas required to be delivered, or taken, at a Fixed
Price during any Month (a “Monthly Deficiency”), then (1) Buyer shall pay to Seller an amount equal to (a)
such Monthly Deficiency (expressed in MMBtu's) multiplied by (b) the amount, if any, by which the Fixed
Price exceeds the applicable Spot Price (as defined below) for such Month and (2) Seller shall pay to
Buyer an amount equal to (a) such Monthly Deficiency (expressed in MMBtu's) mulitiplied by (b) the
amount, if any, by which the applicable Spot Price exceeds the applicable Fixed Price. For purposes of
this Section 3.5 only, “Spot Price” means the price specified in Gas Dally, under the listing applicable to
the geographic location closest in proximity to the Delivery Point(s) as reported in the first publication for
the Month in which such Monthly Deficiency occurred, as adjusted (up or down, as the case may be) by
any incremental transportation costs or savings between the location of the applicable listing and the
Delivery Point(s); provided that, if there is no single published price for such location, but there is a
published range of prices, then the Spot Price shall be the simple average of the high and low prices. If
the above publication ceases to be published during the term hereof, its successor publication shall be
used or, if there is no successor, then the comparable monthly index published by Canadian Gas Price
Reporter shall be substituted in replacement thereof.”
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Section 5 Add the following sentences at the end of the paragraph: “BUYER ACKNOWLEDGES
THAT IT HAS ENTERED INTO THIS BASE CONTRACT AND IS CONTRACTING FOR THE GAS TO BE
SUPPLIED BY SELLER BASED SOLELY UPON THE EXPRESS REPRESENTATIONS AND
WARRANTIES HEREIN AND, SUBJECT THERETO, ACCEPTS SUCH GAS “AS-IS” AND “WITH ALL
FAULTS”. SELLER EXPRESSLY NEGATES ANY OTHER REPRESENTATION OR WARRANTY,
WRITTEN OR ORAL, EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, ANY
REPRESENTATION OR WARRANTY WITH RESPECT TO CONFORMITY TO MODELS OR SAMPLES,
MERCHANTABILITY, OR FITNESS FOR ANY PARTICULAR PURPOSE.”

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

The last sentence of Section 7.4 is deleted in its entirety and replaced with the following:

"Non-payment of any amount disputed in good faith shall not constitute an “Event of Default" under-this
Contract with respect either party.”

Section 8.1 is amended by inserting "assume" before "any liability" in the third sentence.

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.

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

SECTION 10.1 The second sentence of Section 10.1 is deleted and the following is inserted in lieu
thereof: :

"Adequate Assurance of Performance" shall mean sufficient security in any of the following forms, in an
amount and for the term reasonably acceptable to X: a) standby irrevocable letter of credit in form and
substance reasonably acceptable to X, b) a security interest in one or more assets reasonably acceptable
to X, or guaranty (including the issuer of any such security) of a creditworthy entity, each in form and
substance reasonably satisfactory to X.

SECTION 10.2 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 replacing 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, or (B) terminate the Contract and to terminate and
liquidate all of the transactions under the contract in the manner provided for in Section 10.3."

SECTION 10.3.1 Add the following sentence to the end of the 1st paragraph of Section 10.3.1: “If
the determination pursuant to clauses (x) and (y) above of the difference between the Market Value(s) and
Contract Value(s) of all the Terminated Transactions does not result in an amount being owed to the Non-
Defaulting Party, it shall be deemed that such difference is zero.”

Section 10.6 is amended by deleting "other" wherever it appears in the second sentence.

Section 11.1  In the first sentence, amend to read, “Except with regard to a party's obligation to make
payment(s) due under Section 3.5, Section 7, Section 10.4, and Imbalance Charges under Section 4,
neither party shall be liable to the other for failure to perform a Firm obligation, to the extent such failure was

caused by Force Majeure.”

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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Section 11.2  Include “and (vi) a claim of Force Majeure of the foregoing type by a third party supplying
- the Gas delivered or to be delivered hereunder.”

Section 13:  The fifth sentence of Section 13 s amended by deleting:

"UNLESS EXPRESSLY HEREIN PROVIDED" and replacing them with "EXCEPT FOR ANY LIABILITY
ARISING UNDER SECTION 8.3 AND AS OTHERWISE SPECIFICALLY PROVIDED HEREIN" and
deleting ", UNDER ANY INDEMNITY PROVISION".

Section 14.1 is amended by replacing "approval” with "consent” in the sixth fine.
Section 14.7 is amended by inserting:

"other than each of the parties indemnified under Section 8.3 and solely with respect to Section 8.3" at the
end of such sentence.

Section 14.8 is deleted in its entirety and the following is inserted in lieu thereof:

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

Section 14.12 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.

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

INITIAL/APPROVAL

/
7

PUGET \

e
V4

CORAL
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Base Contract for Sale and Purchase of Natural Gas

Canadian Addendum

This Canadian Addendum (“Canadian Agifjgndum") is entered into as of the following date: January 1, 2004

The parties to this Canadian Addendum are

Coral Energy Canada Inc. ' and  Puget Sound Energy, Inc.
3500, 450 — 1%t Street SW. Calgary Alberta 2P 5H1 PO Box 97034 PSE-11N Bellevue, WA 98009 9734
Duns Number Duns Number 00794-2113

Base Contract Number TR Base Contract Number
Base Contract Date i Base Contract Date

U.S. Federal Tax ID Number __-l:0 i i U.S. Federal Tax |D Number 91-037-4630
Canadian GST Number 89081 549 RT _ Canadian GST Number 874436728 RT 0001

IN WITNESS WHEREOF, the p : € ‘ to the terms and cqnditions set forth herein and have executed this Ganadian
Addendum in duplicate. b .

dase Contract

Delete Séctidn 2.1 and repl‘ace it with the following: '

2.1 “Alternative Damages” shall mean such damages, expressed in United States: dollars or United States dollars per MMBtu, 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 a.m. and close at 5:00 p.m. local time for the relevant party’s principal
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place of business. The relevant party, in each instance unless otherwise specified, shall be the party to whom the Notice is being sent
and by whom the Notice is to be received.

Delete Section 2.8 and replace it with the following:

2.8 “Contract Price” shall mean, if the Delivery Point Is in the United States, the amount expressed in U.S. Dollars per MMBtu or, if the
Delivery Point Is in Canada, the amount expressed in Canadian Dollars per GJ, unless specified otherwise in a transaction, to be paid
by Buyer to Seller for the purchase of Gas agreed to by the parties in a transaction.

Add the following as Section 2, 30

2.30 “GJ" shall mean 1 gigajoule; 1 glgajo 000,000,000 Joules. The standard conversion factor between Dekatherms and GJ'’s is

1,065066 GJ’s per Dekatherm.
Add the following as Section 231

2.31 “Joule” shall mean the joul
Add the following as Section

2.32 “Termination Currency Equnvalent” sh . , in respect of any amount denominated in a currency other than the Termination
Currency (the “Other Currency”), the amount in the Termlnatlon Currency that the Non- Defaultmg Party would be requnred to pay, on
fo. purchase such amouy d.|

ada, Buyer
in its sole

ly:
, er the ETA)‘ha _'g regard to. the CIrcumstance
acquire; such Gas for.c

d:in Canada
g from such

6.3.2 . Where Buyer is registered for GST under the ETA and Buyer indicates to Seller that Gas will be exported from Canada, Buyer
may request Seller treat such Gas as “zero-rated” Gas for export within the meaning of the ETA for billing purposes, and Buyer hereby
declares, represents and warrants to Seller that Buyer intends to export such Gas by means of pipeline or other conduit in

circumstances described in Section 6.3.1 (i) to (jii).

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 ot
6.3.2, or otherwise from application of GST o Gas declared, represented and warranted by Buyer to be acquired for export from

Canada.
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6.4 In the event that any amount becomes payable pursuant to the Contract as a result of a breach, modification or termination of
the Contract, the amount payable shall be increased by any applicable Taxes or GST remittable by the recipient in respect of that
amount.

Delete Section 7.5 and replace it with the following:

7.5 If the invoiced party falls to remit the: full amount payable when due, interest on the unpaid portion shall accrue from the date due
until the date of payment at a rate equal:to’the lower of: (i) if the amount payable is in United States currency, the then-effective prime
rate of interest published under “Money Rates” by The Wall Street Journal, plus two percent per annum; or, if the amount payable is in
Canadian currency, the per annum rate of:interest identified from time to time as the prime lending rate charged to its most credit

worthy customers for Canadian currency: commermal loans by The Toronto Dominion Bank, Main Branch, Calgary, Alberta, Canada,.

plus two percent per annum; or (ji) the maximur applicable lawful interest rate.

Delete Section 7.7 and replace |t WIth the followmg

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’ st:due, in the same currency, arising under the Contract such that the party owing the
greater amount shall make a smgle paymer “the net amount to the other party in accordance with Section 7; provided that no
payment required to be made pursuant to th térms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject to
netting under this Section. If the parties have cuted a separate netting agreement, the terms and conditions therein shall prevail to

the extent inconsistent herewith.

Add the:following as

ncy other than

3l the,Defaultlng Pany;of the Net
nt.is due to or due from the Non -Defaulting.Party.:The Natice shall include a
etail the calculatlon of such amount, provided that ailure to give such Notice, shall not affect
[ on or give rise: to any claim by the Defaulting Party against the'Non Defaultmg Party The Net
Settlemen Amount shaII be.' paid, In th Termlnatlon C ency, by the close of: busmess on’ the‘

: 'most credit worlhy customerﬂ "f"r Qanadlan currency COmmerc|a| loans by e
¢ nada, plus, 0 ‘percent pe nnum; or (i the max1mum apphcable Iawfu nterest ':ate
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TRANSACTION CONFIRMATION EXHIBIT A
FOR IMMEDIATE DELIVERY

Letterhead/Logo Date:
L Transaction Confirmation #:

This Transaction Confirmation is subjé'bt to'the Base Contract between Seller and Buyer dated

the Canadian Addendum between Seller and Buyer dated

This Transaction Confirmation is also su%
dYes (default) [0 No ' :

The terms of this Transaction Conﬂrmatlon are. bmdmg unless disputed in writing within 2 Business Days of receipt unless
otherwise specified in the Base: Contract,

SELLER: BUYER:

Fax o
Base Contract No.. -
Transporter:
Transporter Contre

and Contrac
GJ or 0 Othe

Seller:__ - - - " Buyer:
By: By:
Title: Title:
Date: Date:
Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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