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

PSE.com

RCR 5/

September 4, 2012

Office of Natural Gas Regulatory Activities

U.S. Department of Energy

Attn: ILarine 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. |- 100 N é\

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:

1) 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

_Agsistant Ge oral 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.:

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 20,000 MMBTU units of natural gas per day term beginning
on November 1, 2012 and ending on October 31, 2015. Currently, these Canadian gas
supplies are réported under PSE’s existing Blanket Authorization DOE/FE Order No. 3043.

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. 11-148-NG was granted on December 7, 2011.
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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
11
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, 2011, PSE provided
electric service to 1,086,282 electric customers and 760,895 natural gas customers. PSE
transports firm supply na‘gural gas for its distribution operations on Northwest Pipeline
Corporation ("Northwest")., PSE also receives significant quantities of firm storage service
from Northwest.

11
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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LONG-TERM AUTHORIZATION TO IMPORT AND EXPORT
NATURAL GAS FROM AND TO CANADA - 3




RCR 18/ (g

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.

v
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.

V1
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 20,000 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 4, 2012.

Respectiully)submitted,

.‘.,jf;_’_g\: == f ‘
/]i‘%cﬂ)gliﬁ.)Neate \\D
Assistant General Counse
Puget Sound Energjlﬁ;;

P.O. Box 97034

Bellevue, WA 98009-9734
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VERIFICATION

STATE OF WASHINGTON )
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 behef and that he i is authorlzed to execute and

Robert E’”ﬁéate N~
SUBSCRIBED AND SWORN TO before me this 4th day of/September 2012.

e T M// Q @W
{ NOTARY PUBLIC Print Name-: /”1 /ON,/f’ ]) kﬁ///‘ﬁ&vm

STATE OF WASHINGTON Notary Public in f01 e Stateo Wdshin on,
COMMISSION EXPIRES residing at W/ﬁ

JULY 5, 2016 My commission explres. 7/ % / VZ

vvvvvvvvvvvvvvvvvvv

>
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Base Contract for Sale and Purchase of Natural Gas
This Base Contract is entered into as of t ; following date: August 1, 2004. The parties to this Base Contract are the following:

ba. o ] and Puget Sound Energy, Inc.

: P.0. Box 97034 PSE 11N Bellevue, WA 98009-9737
Duns Number; NEEEFoes Duns Number: 00794-2113
Contract Number:

Contract Number:
U.S. Federal Tax ID Number; N/A U.8. Federal Tax ID Number: 91-037-4630
Nofices:

eo==itwerntsaBINEITI SeivneRR R aRe P.O. Box 97034 PSE 11N Bellevue, WA 98009-9737

Atin: Attn: Gas Trading
Phone: senEEENND Phone: 425-462-3688 Fax:_425-462-3175

Confinmations:

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

y
(default) Confi dentlahty
8 Seller Pays Before and At Dellvery Point
0 Special Provisions Number of sheets attached:

0 Addendum(s): \
IN WITNESS WHEREOF, the parties hereto have executed this Base Contract in duplicate.}

Party Name

— WAYNE

- GOUL
JpnSEEBOIES Conl
By ; By __NAT RCES
Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1

All Rights Reserved : April 18, 2002




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

SECTION 1.  PURPOSE AND PROCEDURES

i.1. These General Terms and Condrtrons are intended to facilitate purchase and sale transactions of Gas on a Firm or
Interruptible bask. "Buyer” refers to the parly recelving Gas and "Seller” refers to the party delivering Gas. The entire agresment
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. .

Oral Transaction Procedure:

1.2, The parties will use the,followmg Trahsaction Confirmation procedure. Any Gas purchase and sale transaction may be
effectuated in an EDI transmssro or telephone conversation with the offer and acceptance constituting the agreement of the parties.
The parties shall be legally boui fii the time they so agree to transaction terms and may each rely thereon. Any such transaction
shall be considered a “writing” “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, EDI or mutually agreeablé electromc means within three Business Days of a transaction covered by this Section 1.2 (Oral
Transagtion Procedure) provided that the failure to send‘ a Transactron Conf rmatlon shall not lnvalldate‘ the oral agreement of the
parties. Conﬁrming Party adopts its cont 1

'Sectlon 13
| to by the

uch provisions shall not
ed-that the foregoing shall

wledge that

the Confirm
iving parly to

fmation shall be binding
;the Transactlon Conﬁrm

i obtain an]
cted the Oral Transactron Procedure in §
sphonic recordings entered inta in accordan
lver of any objectlon to the admlssrbmty of

9./ e
parties agree not to contest thie validity or enforceablllty o)
Contract However, nothmg hereln shall be construed as

SECTION 2. DEFINITIONS

The terms set forth below shall have the méaning ascrlbed 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 dollars or dollars per MMBtu, as the parties shall agree upon inthe
Transaction Confirmation, in the event either Seller or Buyer fails to perform a Firm obligation o deliver Gas in the case of Seller or fo receive Gas
inthe case of Buyer.

2.2, "Base Contract” shall mean a contract executed by the parties that incorporates these General Terms and Cond#tions by reference; that
specifies the agreed selections of provisions contained herein; ahd 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 Interational BTU, which is also called the Btu (im.

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




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 recelving 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 recsived at the
opening of the next Business Day.

2.6. "Confirming Party" shall mean the party designated in the BaseContract to prepare and forward Transaction Confirmations to the other
party.
2.7. "Contract" shall mean the Iegally—bmdmg relationship established by (i) the Base Contract, (ii) any and all binding Transaction

Confirmations and (lii) 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 |nto through an EDI transmission or by telephone, but that have not been confirmed in a
binding Transaction Confirmation, k

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 parties in & transaction.

2.9, "Contract Quantity" shall mear the quanﬂty of Gas to be delivered and taken as agreed to by the parties in a transaction.

2.10. "Cover Standard", as refe to in Section 3.2, shall mean that if there is an unexcused failure to take or deliver any quantity
of Gas pursuant to this Contract; ;r_t ) the performmg party shall use commercially reasonable efforts to (i) if Buyer is the performing
party, obtain Gas, (or an alternate | ol If elected by Buyer and replacement Gas is not available), or (i} if Seller is the performing party,
sell Gas, in either case, at a price reaéonable for the delivery or production area, as applicable, consistent with: the amount of notice
provided by the nonperforming party; the immediacy of the Buyers Gas consumption needs or Seller's Gas sales requnrements, as
apphcab!e, the quantmes mvolved ahd the antxcnpated lengthvof failure ohperformlng party.

2.11.  “Gradit Support Obhgatlon(s) shall mean an
this Contract such as'an Ifrevocable standby letter

arges" shall mean"any fees,*
sporter's balance and/or nom

conflrmed by,Transporter
2.21.

2.22. - "Month" shall mean the penod beginning on’the first Day of the calendar' month and endlng immedlately prlor 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 Wthh payment is due Seller for Gas
received by Buyer in the previous Month,

2.24, "Recelving 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 Standard 6.3.1
All Rights Reserved Page 3 0f 10 April 18, 2002




of such high and low prices. |f 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 (ii) 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 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 onthe applicable Transaction Conﬁrmatron

2,29. "Transporter(s)" shall mean all Gas gathering or pipeline companies, or local distriibution companies, acting in the capacity of a
transporter, transporting Gas for Seller or Buyerupstream or downstream, respectively, ofthe Delivery Point pursuant to a particular transaction.

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 eithe

e"!‘Co 'er Staﬁdard" 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 obhgatron‘to.dellver or receive Gas shall be
recovery of the followmg 0 in ‘the event of a breach Seller ‘on.any Day(s), ‘payment by Seller tg Buyer in an unt equa! to the
pOSItIVG drfference if any, between the 'urchase price id by Buyer utilizing the Cover-Standard &n
: ; ‘ts,to or from the' Delivery Pornt(s), multipli
er for such Day(s) or (it} in:the event of £
difference;; rf any, between the Cont

A‘mumphed by the posmve dlfference

Charges shall not be recovered under. efler and/or

acting the

“In addrtlon to Sections 3.2and 3.3, the partles may provide fora Termlnatlon Optlon ina Transactron Confirmation executed in
wrmng by both partles Thé Transaction’ Confrrmatlon containing the Termijnation Option will des!gnaie the length of nperformance
triggering'the Termination Option and the procedures for exerclse thereof how damages for nonperfonnance will be compensated and
how liquidation 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 tave the sole responsibility for
transporting the Gas from the Delivery Poini(s).

4.2, The parties shall coordinate thelr nomination activitles, giving sufficient ime to meet the deadlines of the affected Transporter(s). Each
party shall give the other party tmely prior Notice, sufficient to meet the requirements of all Transporter(s) involved in the transaction, of the
quantiies of Gas to be delivered and purchased each Day. Should either 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 Standard 6.3.1
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4.3, The partles 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. Ifthe Imbalance Charges were incurred as a result of Buyer's recelpt 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 Selier. 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 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 Recelving Tranquder

SECTION 6. TAXES

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

Buyer Pays At and After Dehvery Pomt'

',es, penalties, licenses or charges imposed by any govemment authority ("Taxes") on or
with respect to the Gas prior to the: Dellvery ifl{s). Buyer shalf pay or cause to be paid all Taxes on or with respect to the Gas at the
Delivery Point(s) and all Taxes after ffie’ Deliyéty Point(s). If a party is required to remit or pay Taxes that are the other party's responsibility
hereunder, the party responsible for such Taxes shall promptly reimburse the other party for such Taxes Any parly entitled to an exempﬂon

Seller shall pay or cause to be pald all taxes fe

from any stch Taxes or, charges shall furnish the other party any necessary documentation thereof

Seller Pays Before and At Dehvery Pom i

with respect to the Gas prior t6 the Deliv
with réspect to the Gas after. the Dell
hereunder,-the p’arty respb srb!e for suc

date, bllhng will be’ prepared based on the
soon thereaffe

acceptable in industry pracﬁce to suppo
may pnrsue any remedy a\axlable atlaw

7.6. &
coples of the refevant portron of the books, records and telephone recordings'of the other party only to the- exlent asonably riecessary to venfy
the acéuracy of any statément, chamge, payment or computation made under the’ Contract, This right to examine, ‘atidit, andto obtain copies shall
not be available with respect to proprietary information not directly relevant to'transactions under this Contract. “All invioices 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
billings are objected to in writing, with adequate explanation and/or documentation, within two years after the Month of Gas delivery. Alfretroactive
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 Credlit Support Obligation or pursuant to Section 7.3 shall be subject to netting under this Section. If
the parties have executed a separate nefting agreement, the terms and conditions therein shall prevail to the extent inconsistent

herewith.

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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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 fo its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have respansibility for and any liability with respect to said Gas after its delivery to Buyer at the DeliveryPoini(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 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, liabilities or daims including reasonable attomeys' fees
and costs of court ("Claims"), from any and all persons, arising from or out of claims of title, personal injury or property damage from
sald 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 sald Gas or other
charges thereon which attach 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 to the extent that
such arise from the failure of Gas dehve d by Seller to meet the quality requirements of Section &.

SECTION 9.  NOTICES °

9.1. All Transaction Confrmatlons, invoices, payments and other communications made pursuant to the Base Contract ("Notices")
shall be made to the addresses specified in writing by the reSpthlve parties from tlme to time.

9.2. All Notices requ;red hereunder may be serif-
overmght courier service, ﬁrst class mail:or.hand deliv

'oticé shall'be given when recelve
g presumptlons wxll apply i

‘this Contract
hange in the
”? ‘shall mean

mmenced agamst it; (III)
v) have a recelver, provn

3 i gn

Party, to desngnate a Day, no earlier than the Day such Nofice is given and no later than 20 Days after siich Notice is glven ‘as an eariy

termination date (the “Early Termination Date”) for the liquidation and termination pursuant to Section 10.3.1 of all fransactions 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.

Copyright @ 2002 North American Energy Standards Board, Inc. 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 Contract.

Early Termination Damages Apply:

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shall determine, in good falth and in a commercially
reasonable manner, (i) the amount owed (whether or not then due) by each party with respect to ali 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 (ii) 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 Teminated Transaction(s) shali 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 (to 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 10.3. 1 "Contract Value” means the amount of Gas remaining to be delivered or purchased under a
transaction multiplied by the Contratt ‘Price, and “Market Value” means the amount of Gas remaining to be delivered or purchased
under a transaction muiltiplied by the market price for a similar transaction at the Delivery Point determined by the Non-Defaulting Party
in a commercially reasonable mannér. To ascertain the Market Value, the Non-Defaulting Party may consrder, 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, simitar sgle purchases and:any other bona fide offers all adjusted for the
length of the term and’differénces in transportation'g v $ b y 1

order to determme the Market Value Any extenslo

Early Termrnation Date, the

amount owed (whether or noj € €

nated Transaetions and EX¢ F 150 fore y \ yate *and:all other
Vet C 2) ‘for which

-as indicated

.. ‘efaultlng Party’ may setoff any
Net Settlement Amotint’ owed to the Non-Defaulting Party agalnst any margin or other cotlateral held b ' in connectron wlth any Credit
Support Obhgatlon relatrng to the Contract. i e L

10.3.3, If any obllgatron that is to be included in any nettmg, aggregation or setoff pursuant to Section 10.3. 2 is unascertained,
the Non- Defaultmg Party may in good faith estimate that obligation and net, aggregate or setoff, 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
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-Defaulting Party. The Notice shall include a
written statement explalning 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 rise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net
Settlement Amount shall be pald by the close of business on the second Business Day following such Notice, which date shall not be
earlier than the Early Termination Date. Interest on any unpaid portion of the Net Settlement Amountshall accrue from the date due until the

Copyright ® 2002 North American Energy Standards Board, Inc. ' NAESB Standard 6.3.1
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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
Joumal, plus two percent per annum; or (li) the maximum applicable lawful interest rate.

10.5. The parties agres that the transactions hereunder constitute a "forward contract’ within the meaning of the United States
Bankruptey 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, if-the parties have executed a separate netting agresment with close-out netting provisions,
the terms and conditions therein shall prevall to the extent inconsistent herewith.

SECTION 11. FORCE MAJEURE

11.1.  Except with regard to a party's obhgaﬂon to make payment(s) due under Section 7, Section 10.4, and Imbalance Charges under
Section 4, neither party shall be liable to the other for fallure o 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
suspenslon, as further defined In Section 1.2, ¢

11.2.  Force Majeure shall mclude‘ utn ‘be’ llmlted to, the following: (i) physical events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm, warn stich as hurricanes, which result in evacuation of the affected area, floods, was hotts,
explosions, breakage or accident or neceSS|ty ‘of repalrs to machinery or equipment or lines of pipe; (if) weather related events affecting
an entire geographic region, such as low temperatures which cause freezmg_,or failure of wells or hnes of pipe; (m) interruption andfor
curtailmeént of Firm transportatlon and/or -storage | s i(iv):
dlsturbances, riots, sabotage, insurractic
order, Iaw, statute, ordinance, regulatlo
Sellerand. Buyer shall fmake reasonab
once it has occurred in order to resum

fing Jurisdiction.
t or occurrence

manEe of such
ell Gasata

Notwnthstanding Sections 11 2 and 11.3, the parﬂes may agrég to alternah

. Transaction
Conﬁrmatlon executed in writing by bot :

SECTION" 12, TERM

ty’l’fé,'riod of any
urider, and the
dction.

effect until the expiratiori oft test D
) ,(s) The nghts of either party pursuant to’ Sectlon 7.6 and Section 10, the obligations to make’ payment
obllgatlo‘ -of e|ther partyto mdemmfy the other pursuant hereto shall survive the termination of the Base Contract or any fr

SECTION13.  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 TH E 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 NEGLIGENGCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE.

Copyright © 2002 North American Energy Standards Board, Inc. ‘ 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—{S—— -
INCONVENIENT AND THE DAMAGES CALCULATEDHEREUNDER 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 helirs 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, will be made without th e prior written consent of the nor-assigning party (and shall not relleve
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 proceeds hereof in connection with any financing or other
financial arrangements, or (i) transfer its interest fo any parent or affiiiate 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 llable for and shall not be refleved of
or discharged from any obligations hereunder.

14.2.  If any provision in this Contract is determined to be invalid, vold or unenforceable by any court having Jurisdiction, such determination
shall not invalidate, void, or make un'enforceable any other provision, agreement or covenant of this Contract.

14.3.  Nowaiver ofany breach of thls Contract shall be held to be a waiver of any other or subsequent breach.

14.4.  This Contract sets forth all understandmgs 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 transaction(s). This Contract may be amended only bya wntmg executed by both pames

14.5. . The interpretation and performance of this Contract Shail B8 gov ‘
Contract excludlng, however, any conﬂlct fl

14.6.

i$; roya ly .owners, counsel; accountants r agents ¢ f all'or Stibstantially all of

nghts underthis Contract, prov 1cH persons ichiderm); ial) except (i) In

expense of the other party

Fhe partie may‘i ggree to dlspute resolution” procedures In Specral Provisio
Transaction Conﬂrmatlon executed in wntmg by both parties. REEE

DISCLAIMER: The purposes of this Confract are fo facilitate trade, avoid misunderstandings and make more definite the tenms of contracts of purchase and sale of
natural gas. Further, NAESB does not mandate the use of this Contract by any parly. NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS
CONTRACT ACKNOWLEDGES AND AGREES TO NAESBE'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 ATNESS 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.
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TRANSACTION CONFIRMATION EXHIBIT A
e FOR IMMEDIATE DELIVERY
Letterhead/Logo Date:
Transaction Confirmation#: ___________
This Transaction Confirmation is subject to the Base Contract between Seller and Buyer dated . The

terms of this Transaction Confi rmatlon ar
specified in the Base Contract,

inding unless disputed in writing within 2 Business Days of receipt unless otherwnse

SELLER: . ] BUYER:

Attn: Attn:

Phone: Phone:

Fax: Fax:

Base Contract No. Base Contract No.
T rt

line location

Title: -
Date: Date:
Copyright @ 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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EXHIBIT B
Amending Agreement to Base Contract
for Sale and Purchase of Natural Gas (NAESB)
dated August 1, 2004
between

SRSy nd Puget Sound Energy, Inc.

PAGE 1




PAGE2




PAGE 3




PAGE4




PAGE 5




g i expr
Canadian dollars or Canadian dollars per GJ, as the parties shall agree upon in the Transaction Gonfirmation, in the event elther 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

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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rmination
0 pay, on
:g Party in

D : : expol y=means*of-pipeline-orothe
circumstances described in Section 6.3.1 (i) to (iii).

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.

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
April 18, 2002

All Rights Reserved Page 2 of 4




i
'
]
!

Copyright © 2002 North American Energy Standards Board, Inc. ) NAESB Standard 6.3.1
All Rights Reserved Page 3 of 4 April 19, 2002




i
H
!
i

Title: Title:

Date: Date: i
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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”),

SR, ((hc “Transferor™)

and

CERERRE RN ((hc “Transferce”),

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 Party have entered into one or more contracis for the purchase or salé of natural
gas or derivative products 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 transfer by novation to
Transferee, and Transferee wishes to accept the transfer by novation of, all the rights, Habilities, 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 (o 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 Parties, be binding on the Parties;
provided, however, that the provisions of Section 2 regarding the sale, novation and transfer of the
rights, liabilities, 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 is
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 cach of the parties):

9163420.)
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(b)

(c)

(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, provided that such release and
discharge shall not affect any settlement, payment, rights, performance of any Habilitics, obligations or
duties of the Remaining Party or the Transferor under any Old Transaction arising or accruing 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”). Al 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 Transferce each undertake liabilities
and obligations towards the other and acquire rights against each other identical in their terms to each
corresponding Old Transaction (and, for the avoidance of doubt, as if the Transferee were the
Transferor and with the Remaining Parly 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 Ol
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 the 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 Transaciions.

3. Coordination of Credit Support.

(@)

9163420.1

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:

'6)] 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 issued
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 satisfactory to the Transferee (the “New Guaranty”) no later than two (2)
Business 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 Guarantor,

(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 occurred, the Transferor agrees to return the
Old Guaranty to the Guarantor promptly upon such occurrence.




(b)

(c)

(D

(e)

9163420.1

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

(6] 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 Transferee (the “New LC”), to the Transferce and (B) the
Transferor shall cancel 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 nol occur 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.

(iti) 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 available 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
either case, in accordance with the Old Transactions, the following provisions shall apply:

') 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-equivatent collateral
to the Transferee free and clear of any lien or encumbrance.

(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 such cash or cash-
equivalent collateral to the Transferor,

(iif) 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 cxtent any such application reduces the amount of cash or cash-equivalent collateral
posted to the Transferee 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
1o post additional cash or cash-squivalent collateral to the Transferee.

With respect to any guarantees, letters of credit, cash or other credit support provided by the Transferor
in respect of the Old Transactions, the Remaining Party agrees to release and retum such credit support
pursuant to terms governing the Old Transactions; provided, however, that in the absence of express
terns therein such credit support shall be returned 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
documient 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

3




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 Section 3, “Business Day” means a day other than a Saturday, Sunday or a statutory holiday in
either 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

(c)

9163420.1

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 interests, pledges, hypothecations,
mortgapes, 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 otherwise), 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 obligations of the Transferor under the Old

Transactions to Transferee;

(ii) the Transferee (x) represents and warranis that it has the power and authority to execute this
Novation Agreement and to accept the sale, novation and transfer of all the rights, liabilities,
duties and obligations of the Transferor under the Old Transactions, (y) agrees to be bound by
the terms of each New Transaction and 1o perform all of the obligations thereunder in
accordance with the terms thereof, and (z) agtees that it shall provide written notice to
Remaining Party of the Effective Time promptly following the closing date under the
Purchase Agreement; and

(iii) each of the Transferor and the Remaining Party represents and warranis to each other and to
the Transferee that:

(A) it has made no prior transfer (whether by way of security or otherwise) of the Old
Transactions or any interest or obligation in or under the Old Transactions or in
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 fulfilled.

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 Party, 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) iis 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 terims; 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 all
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
trading and marketing business and releases the Transferor from any claims or liability which may
have arisen from such disclosure, (ii) consents to the foregoing sale, novation and transfer from
Transferor to Transferee, and (iii) 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 Old Transaction
identified on Appendix A and, (o 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 Party 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 Transferee receives payments due to the Transferor with respect to the Old
Transactions, or the Transferor receives payments due to the Transferee with respect {o the New
Agreement, then the Transferee or the Transferor; as applicable, shall hold such payments in trust for
the 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, Form W-8BEN (with parts I,
11 & IV 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 execution of this Novation Agreement, (ii)
prompily upon reasonable demand by Transferee, and (iii) promptly upon learning that any such form previously
provided by the Remaining Party has become absolete, incorrest 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 Transferce’s or The Goldman Sachs Group, Inc.’s financial

statements are available at www,sec.gov/edgar.

7. WNotices.

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

Transferee's e-mail address: SERnRRkEE

Remaining Party’s address: PO Box 97034 PSE 11N
i 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.

91634201




9. Costs and Expenses,

The parties will each pay their own costs and expenses (including legal fees) incurred in connection with this
Novation Agreement 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.

9163420.1




IN WITNESS WHEREOF the parties have executed this Novation Agreement on the respective dales
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

(Name of Transferor)

(Name of Transferce)

By: ...
Name:
Title:
Date:

9163420.1
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