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Eddie Roberson, Chairman
Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243

Re:  Docket 08-00012 Request of Chattanooga Gas Company for Approval of
Asset Management Agreement

Dear Chairman Roberson:

To assist the Tennessee Regulatory Authority (“TRA”) in the above-referenced
docket, Chattanooga Gas Company is filing an original and thirteen (13) copies of a
redacted version of the Asset Management and Agency Agreement resulting from the
RFP. This version redacts confidential information.

Please do not hesitate to contact J.W. Luna or me if you have any questions.
Sincerely yours,
nnifer L. Brundige
Enclosure

cc: Elizabeth Wade, Esq.
Archie Hickerson
Cynthia Kinser, Esq.
Tim Phillips, Esq.
Stephen Butler, Esq.
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ASSET MANAGEMENT AND AGENCY AGREEMENT

THIS ASSET MANAGEMENT AND AGENCY AGREEMENT (“Agreement”)’ is mads, -

entered into, and effective as of April 1, 2008 by and between Chattanooga Gas Company
(“CGC” or “Company™y* and.Z%uﬁrf"Evggeiz (“Asset Manager”), both CGC and Asset
Manager sometimes referred to herein collectively “ﬂI;artigs” or singularly as “Party”.

ey

WHEREAS, in oxder to facilitate the management of CGC's i)hysica! assets (the “Physical - .
Assets™) and contractual assets (the “Contracts™) listed on Exhibit A (collectively, the “Assets”), -
the Parties agree that Asset Manager will assume such obligations and act as agent for CGC,as - -

necessary to effectvate such purposs;

WHEREAS, in connection with its role as Asset Manager, the Parties have agreed to enter into
a Gas Purchase and Sale Agreement designed to meet the firm full gas supply requirements of -

CGC under favorable terms and conditions throughout the {erm of this Agreement;

WHEREAS, to the extent certain Assets maay be unused after Asset Manager has supplied * -
CGC’s full gas supply requirements, Asset Manager is willing to assmne the obligations end -~ -
risks that may lead to financial loss which accompany the potential for financial gam in h

connection with the velue optmnzauon of such otherwise unused assels;

WHEREAS, Asset Manager acknowledges that it is obligated at the end of the term hereof '
unless otherwise agreed, or upon earlier termination pursuant to theterms hereof, to dlscontmue o

its management of the Assets which are subject to this Agreement;

WHEREAS, Asset Manager acknowledges that it is paramount in its role as Asset Maneger,
that it take no action nor omit to take any action, under any circumstances, the result of which -
wonld impair or adversely affect the reliability of CGC’s system or service to its customers; and: -

NOW, THEREFORE, in consideration of the mutual agreements, covenants and conditions
herein contained, CGC and Asset Manager agree as follows:

1 Agency. To the extent required to manaée the Assets, Asset Manager shall be CGC's

exclusive agent for the purposes set forth herein, and Asset Manager hereby agrees to such

appointment and authorization. In order fo effectuate Asset Manager’s authority fo act us

CGC’s agent, the Parties agree to execute such documents that may be required from time to -

time which evidence such agency or authority of Asset Manager.

2. Dules. As Asset Manager and Agent for CGC, Asset Manager shall perform its dufies

in a prudent manner consistent with usual and customary standards in the industry and shall
have the anthority to undertake the following:

! The Gas Purchase and Sale Agreement dated , between Company and Asset Manager is incorporated herein by

refersnice, inchuding any defined terms used in the Agrecment. _
2 AGL Services Company (*AGLSC") acts o behalf of CGC pursuant to an Agreement between CGC and AGLSC.

4

©  ———— e e et B ¢

v e




(2) Supply firm gas consistent with CGC nominations
(b) Schedule volumes on pipeline systems

(c) Manage the CGC’s Assets as listed in Exhibit A, as well as any additional physical or
contractual assets acquired by CGC during the Term of this Agreement and included in Exhibit
A, subject to the provisions of Section 6. Upon agreement of the Parties pursuant to Section 6,
CGC shall provide a revised Exhibit A to Asset Manager within seven (7) business days of any
such revision); provided, however in all matters conceming the daily deployment of CGC's
Assets under this Agreement, CGC -and Asset Manager shall confer in accordance with the -

Daily Operational Procedures set forth in Exhibit B, Management of the CGC Assets shall-

mclude, but not be limited to finding mazkets for idle capacity resources. The Parties also agree
that in order to protect the integrity of CGC’s system, CGC will consider Asset Manager’s plan,

but ultimately shall determine the optimum daily deployment of such Assets. Further, Asset -

Manager shall comply with all Tennessee Regulatory Authority (“TRA”) orders.
(&) Following the determination of the daily deployment of CGC’s Assets, Asset

_Manager shall be responsible, consistent. with the terms of this Agrecment and the underlying

.agreements pertaining to the Contracts, to manage the use of such Assets, acting in its capacity.
es agent for CGC, including the use of such Assets in transactions with third parties; provided,

‘ however, in all matters concerning. the daﬂy deployment of CG(’s Assets, CGC and Asset .

, Manager shall confm' ona daily basis and coordinate such daily agset deployment,

(e) Prudenﬂy manage on behalf of CGC, CGC’s storage inventory accounts in relatxon to.

the Contracts shown in Exhibit A, and to cycle and trade such: inventory as necessary apd -
feasible to attempt to maximize the benefits of such inventory, including, without limitation, the - - .
. injection and withdrawal of natural gas from inventory on CGC’s behalf consistent with and inc. ="
. accordance with the provisions of this Agreement, and the Gas Purchase and Sale Agreement (a -

_ copy of which is attached hereto as Bxhibit C) execuoted by the Parties. CGC’s daily withdrawal
rights will remain unaffected by Asset Manager’s management of the storage capacity. The
storage capacity shall be filled consistent with Exhibit E or as directed by CGC.  Asset

Manager will be solely responsible for replacing any gas in storage that is borrowed by Asset.

Manager. Such use by Asset Manager will in no way reduce CGC's Logical available storage.

. Unless explic.itly stated in this Agreement, Asset Manager’s rights to storage snd -

.. associated transportation are secondary to CGC’s rights.

. (@) To sall gas or release capacity from time to time to fhird parties as ﬁgent for CGCs
which transactions utilize the Assets of CGC which would not be required to meet the firm full
gas supply requirements of CGC and would otherwise be wased. Asset Manager will make

reasonably prudent efforts to maximize the value received from such sales and releases. In .

addition, Asset Manager shall not effectuate the releass of any capacity or enter into any gas
transactions with third parties whick are not subject to recall provisions under the tariff of the
applicable pipeline or that impair in any way whatsoever the use of CGC’s Assets without prior
- approval of CGC; and;
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(g) Take such other action on bebalf of CGC where appropriate as the Parties may apree
upon from tme to time. The Parties agree that authorization for such actions need not be
reduced to a written agreement and incorporated into this written Agresment, provided,

however, any subsequent written confirmation of such action shall be faxed or emailed between , ’

the Parties within five (5) business days; and

(h) Establish a system of accounts in which any and all transactions, both physical and
financial, that have been entered into as a resnlt of the Company’s Assets may be tracked and

audited by the Company and the Tennessee Regulatory Authority (“’I‘RA”) pursuant to Section '

22,

@ Mamtam Asset Managers contracts with conntetparh&c and manage caunterparty.
m'edlt risk under such contracts

®H Book and account for off-system tnnsactmns

.{k) Maintain data integrity and adherence to intemnal controls -

 COC shall have the following duties hereunder:
() Forecast demand botki long & short term
, (m) Defermine base load purchase levels. .
() Dete;xh}né logical use of assets _
_ ,(—0"). .Ap?'ro.ve_ alternate delivery options
@) Determine use o-‘flpeéIdng}‘éeonrm
(@) Determine if balancing provisians of tariff are to be put into effect
(x) Verify contract compliance and asset manager invoice .

(s) Monitor va!ue sharing

3.  Monthly Reports At the written retuest of CGC, Asset Manager will provide CGC
with monthly management reports in a form, inclading, without limitation by enumeration,

supporting data, satisfactory to CGC, detailing all activities underigken for CGC pursuant to this:

Agreément, including, but not limited t0 the monthly revenue and expenses associated with such
_ activities and any balancing accounts with the pipelines.

4, Consideration_for Management Services. In consideration for the services provided
hereunder, the Asset Manager shall pay or cause to be paid to Company 50 % of the Net Margin

calculated in accordance with Exhibit D hereto. Provided, however, in no event shall the
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th dollars (“Annual Guaranteed Minimum™). The sole consideration the Asset
Manager retain for performing such services is its share of the Net Margin calculated in
accordance with Exhibit D hereto, subject to the Anmual Guaranteed Minimum. In addition,
Asset Manager agress to execute a full requirements gas supply agreement for the Company iri
the form attached hereto as Exhibit C {Gas Purchase and Sale Agreement) to mest the gas

consideraﬁon paid to Company for any twelve month period (April 1 ~ March 31) be less

supply requirements of the Company as such requirements may be determined from time to time

during this Agreement. Asset Manager shall bear all costs associated with providing services:
under this Asset Management Agreement and Gas Purchase and. Sale Agreement (Exhibit C),

including, but not limited to, scheduling and nomination costs, except as otherwise specifically -

provided for herein.

5. Net Margin. All revenues net of expenses attributable to the service performed by Asset

Manager shall-‘be determined, accounted for and shared with the Company in accordance with. -

the procedures set forth in Exhibit D. Asset Ma.nager shall acconnt for all transactions which
are subject to the Net Margin calculation set forth in Bxhibit D and shall maiutain appropriate
accounting and supporhng documentahon for the Net Margin computation. "

The Asset Manager will remit the; Annua.l Guaranmed Miniraum over any givea yeer on &

quarterly basis, with the first quarter ending July 31, 2008. The Asset Manager will remit all: =~ -/
shared revenue related funds (“funds”) to the Corapany on a semi-annual basis by the 40th day” - -
subsequent to each six-month period (six month periods shall be April — September and October * -
— March). Any late paymmts shall accrue interest at 1.5% per month, or any portion of the S

month, as apphcable

Asset Manager and CGC agres that asset management transactions (storage and

transportation) which utilize index flat pricing (either first of month or gas daily) to determiue -
the value of commodity will be deemed to be at the market as of that time and that the--

appropriate flat indexes w:ll be the ba.tns upon which revenue and cost will be calculated.
6." New Compracts Asset Manager understands that CGC shall contime fo diligently

‘monitor its load patterns and forecasts during the Term. To the extent CGC determines that it

needs to enter into 2 new Contract, the pariies will jointly evalvate whether such Contract
should be inclnded as an Asset in'this Agreement. If any new Assets are included in this
Agreement, the parties will re-evaluate the Annual Guaranteed Minimum as set forth in this
Agreement. For the avoidance of doubt, any Assets in effect at the time of execution of this
Agreement that CGC renews during the term will remain Assets under the Agreement and will
not require an adjustoaent to the Annual Guaranteed Minimum.

7. PenalfiesImbalance C‘Iiarg;es; Asset Manager shall bear sole financial responsibility for

any penalties or damages under any Agreements or Assels to the extent such penaliies or-
damages result from the Asset Manager’s failure to perform any obligation for which it has

assumed or been assigned responsibility under this Agreement. Asset Manager shall bear sole
financial responsibility, and shall pay to the applicable pipeline company (or reimburse CGC if
CGC is required to pay) any imbalance or overrun penalfy, cost, charge, or cash-out cost

[P S
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(collectively referred to in this Agreement as an "Imbalance Charge") assessed as a resuit of an
over-delivery or under-delivery of gas. Notwithstanding the foregoing, the Asset Manager shall
bear no such responsibility for any Imbalance Charge to the extent that an Imbalance Charge is
assessed as a result of Asset Manager's following CGC's written or verbal instructions.

8. Not @ Partnership. This Agreement is not intepded to create, and shall not be construed
to create, any relationship of partnership or joint venture between the Parties. CGC shall, upon
request by the Asset Manager, execute such additional powers of attarney or other instrumments
_as may be necessary to enable Asset Manager to carry out its responsibilities and give effect to
the terms of this Agreement. A

9, Severabil‘gg If any provision of this Agreement is determined to be invalid, illegal of

“otherwise unenforceable .for any reason by a court or regulatory autlmnty of competent

-jurisdiction, and in the event that the overriding purpose of this Agreement is not fiusirated by-
such determination, the remaining terms-and conditions of this Agreement shall remain in full’
force and effect to the fullest extent permitied by law. In the event this Apreement remains in
full force and. effect, the Parties agree to.make a good faith effort to replace, modify or amend

the affected provisions. The obligation to perform all of the terms and conditions shall remain -

in effect regardiess of the performance of arry invalid term by the ofher Party.

11)._-' Issue Resolution. A.ny dtspute, contmvm'sy or claim between the Parties relating to,”
ansmg out of or in connection with thjs- Agreement (or any subseqnmt agreements of

amandments thereto), including as to ifs existence, enforceability, validity, interpretation,

' pa'fonnance or breach or as to indemmification or damages; moluding claims in tort, whether~ '~ -
arising before or after the termination of this- Agresment (any such dispute, controversy or claim
being herein referred to as a “Dispute™) shall be settled thhout litigation and only by use of the

follomng alternative dispute resolution pmoedme

(8) At the written request of a Party each Pany shall appoint a lcnowledgeable,
responsible representative to meet and negpfiate in good faith to resolve mmy Dispute. The -
. discussions shall be left to the discretion of the representatives. Upon failure to reach
' .agreement, the repfdeentahv&c may utilize pther alternative dispute resolution procedures such

as mediation fo assist in the negotiations. Discussions and correspondence among the Parties’

o representatives for purposes of thess negotiations shall be treated as confidential information’ -
. developed for the purposes of setflement, exempt from discovery and production, and without

the conenrrence of both parties shall-not be admissible in the arbitration described below, or in.

" any lawsuit or administrative proceeding, Documents identified in. or provided with such .-

communications, which are.not prepared. for purposes of the negotiations, -are not so exempted
and may, if otherwise admissible, be admitted in the arbitration.

(b) I negotiations between the representatives of the Parties do not resolve the Dispute

. within 30 days of the initial written request, the Dispute shall be submitted to binding arbitration

by a single arbitrator pursuant fo the Commercial Arbitration Rules, as then amended and in
effect, of the American Arbitration Association (the “Rules™). Either Party may demand such
arbitration in accordance with the procedures set out in the Rules. The arbitration shall take
place in Atlanta, Georgia. The arbitration hearing shall be commenced within 60 days of such

et g 5 12
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Party’s demand for arbitration. The arbitrator shall have the power to and will instruct each
Party to produce evidence through discavery subject to appropriate confidentiality restrictions
(i} that is reasonably requested by the other Party to the arbitration in order to prepare and
substantiate its case and (i1) the production of which will not materially delay the expeditions
resolution of the dispute being arbitrated; each Party hereto agrees to be bound by any snch
discovery order. The arbitrator shall control the scheduling (so as to process the matter
expeditionsly) and any discovery. The Parties may submit written briefs. At the arbitration
bearing, each Party may make written and oral presentations to the arbitrator, present testimony
and written evidence and examine witnesses. No Party shall be eligible to receive, and the
arbitrator shall not have the authority to award exemplary, indirect, consequential or punitive
damages except as otherwisé provided for in the Agreement, mcludmg the Gas Purchase and-
Sale Agreement. The arbitrator shall rule on the Dispute by issuing a wiitten opinion within 30

days after the close of hearings. The arbitrators decision shall be binding and final. Judgment: B

upon the award rendered by the arbitrator fay be euta-ed in any court having _]\msdmtmn.

{c) Each Parly will bear its own costs and expenses in submitting and presenting its

position with respect to any Dispute to the arbitrator; provided, however, that if the arbitrator

determines that the position taken in the Dispuie by the non-prevailing Party taken as a whole is
unnreasonable, the arbitrator may order the non-prevailing Party to bear such fees and expenses,

and refmburse the prevailing Party for all or such portion of its reasonable costs and expenses in

submitting and presenting its position, as the arbitrator shall feasonably determine to be fair .

- under the circumstances. - Except as ordered by thie arbitrator, ‘each Party to the arbitration shall “ -
- pay- one~half of the fem and expenses of tb.e acrbm'ator and -the Amencan Arbitration R

" Assocxauom

(d) Notwithstanding any other prmnsxon of this Agreement, @) e:ther Party may -
commence an action to compel compliance with this Section and (ii) if any Party, as part of & ‘

Dispute, seeks injunctive relief or any other equitable remedy, including specific enforcement;

. then such Party shall be permitted; without requirement to post bond, to soek such fjunctive or- " . ©
equitable relief in any federal or state court or conipetént jurisdiction before, during or after the S

pendency of a mediation or-arbitration promdmg under ﬂus Sechon.
4. 1. - g‘_m The primary term of this Agreement shall commence on the effective date of the'

Agrecment and terminate on March 31, 2011 unless‘a Party gives the other Party six (6) zonths -
notice for an extension of up to four years and such extension is mutually agreed upon by the -
parties. This Agreement may be terminated prior to the end of 2 Term pursuant to the provisions

of this Agreement. Either party may terminate this Agreement for & material breach of the
Agreement by the other party that remains uncured twenty (20) days after receipt from the non-
breaching party of notice of such breach. Notwithstanding the foregoing, the terms and
conditions of this Agreement shall survive solely as to any individual transactions under this
Agreement that had previously been approved by CGC in effect as of the date of such
tecmination until such transactions are terminated or éxpire at the earliest date permitted by their

terms. CGC, upon written notice to the Asset Manager, may at any time demand that Asset

Manager discontinue its henagement of the Assets that are the subject of this Agreement for

any reason including, but not limited to, an Order by the TRA directing CGC to discontinue this

Agreement,

R
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12.  Indempity. Bach Pariy ("Indemnitor") shall indemnify, defend and hold harmless the
other Party ("Indernnitec”), and its officers, directors, employees, heirs, successors and assigns

from and against any and all third-party claims, demands, suits, actions, Habilities, losses, -

damages, judgments, and legal or other expenses (collectively "Claims®) that may arise directly-
. from or in connection with the performance or non-performance of Indemnitor’s obligations
under this Agreement. If a claim is asserted or action brought against Indemnitee as to which it

believes it is entitled to indeminification under this Article, Indernnitee shall promptly notify -
Indemnitor in writing of such Claim. Prompt nofice as contemplated in the preceding sentence -

shall mean such notice as would be required to enable Indemnitor to assert and' prosecute -
appropriate defenses relative to such Claim or action in a timely manner. If Indemnitee fails to -
give Indemnitor prompt notice of any claim or action as provided in this Section, Indemnitor * -
shall have no obligation to indemmify pursuant to this Article. Upon receipt of a notice of - -
-+ -request for indemnification, Indemnitor shall prompfly make a-determination of whether it i+ - - -

required to indemnify and shall prompfly notify Indemnitee n writing of that determination.
Notiwithstanding the foregoing, the indemnification under this Section shall not be availebls

with respect to any claim to the extent any claim results from the gross negligence, breach or © ‘

wﬂlful misconduct of the Indemmtee.

13, Can@g;zg Agreements.  CGC will not, during the term of ¢his Agreement, contract with’

* ‘any other party or entity for services that duplicate the services provided by the Asset Manager~ = -
- under this Agreement and the Asset Manager shall serve as CGC's exclusive asset management ™ © "™~ -
agent. Moreover, CGC agrees that, diring the term hereof; it will not undertake any asset =
rhanagement initiatives on or for its own accotint except for any Asset management aotivitiés "~ 7

‘permitted by CGC’s tariff, and Asset Manager agrees that during the term hereof, it will not™ "~
undertake to menage any assets that may conflict with its msponmb:hty to perform lts';- e

: obhgattons under this Agreement.

L 14 Q’A’M Asset Manager agrees to use ifs best efforts to maintain 2 good working” - *
relationship with the Company. As such, ‘except in accordance ‘with this Section, the Asset

‘Manager and its affiliates shall be prohibited from providing ‘written or oral testimony before
any court or regulatory body or filing any other pleading with any court or regulatory body. that

is adverse to the Company or inconsistent with a position taken by the Company during the term =+ -~
« . of this Agreement and the three years succeeding this Agreement. In accordance with this "
- - restriction, the Asset Manager and its affiliates shall be prohibited from filing rebuttal testimony -
. or protest in response to eny filing made by the Company at any regulatory body, including buit - °
mot limited to, the TRA and the FERC during the term ofthsAgreementandthcthmeyeaﬁ* T

following the termination of this Agreement.

15.  Confiden gig The Parties acknowledge that, in the course of performing its duties

under this Agreement, Asset Manager may receive certain Proprietary Information (whether in-
oral, written or electronic form) from or about the Company or its affiates, As used in this
Agreement, “Proprietary Information” means eny and all information that is conveyed, observed

or presented in written, oral or electronic form (a) that relates to Company's or its affiliates’

business plans, list of prices, exhibitors, suppliers and customers, inventions, discoveries, o

computer systems, programs, hardware, and software or any other aspect of Company’s or its

10
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affiliates” business, and/or (b) belongs to third parties and was obtained by Company under
restrictions on discloswre and/or use. “Proprietary Information” specifically includes, but is not
Iimited to, Developments. “Developments” mean any invention, development, improvement,
design, trade secret or original work of authorship {such as any compnter software or data or any:
~ literary, audio-visual, or artistic work), conceived or developed by Asset Manager under or in
“ the performance of this Agreement. Proprietary Information may be marked “Confidential” or
“Proprietary” when in tangible form but Proprietary Information will inclade unmarked
. information that the Asset Manager should, considering the information disclosed and the
circumstances of disclosure, reasonably conclude to be of a confidential or proprietary nature:
The Asset Manager will hold the Proprietary Information in strictest confidence using such
measures as it uses to protect the confidentiality of similar information belonging to it, but in no

- gvent less than reasonable care. The Asset Manager will vse the Proprietary Information solely -
to perform or to exercise its rights under this Agreement and will, under. written agreement of
... -~ confidentiality only, disclose Proprietary Information only to others with 2 need to know such - =
.- information for those purposes only. . The Asset Manager represents that it has agreements with - - -

its employees, agents, and subcontractors that obligate them to comply with the Asset

Manager’s. confidentiality obligations under this:Agreement. The Asset Manager and its’ .
employees agree that, upon termination of this Agreament; all such materials its possession™ ~
and/or their agents’ and subcontractors’ possession shall be immediately returned to the

;. Company. This Section shall survive for five years beyond the termination of this Agreement.’

.. This Agreement may be fled with the TRA under.sedl, or-with any other regulafory agency or'=" ™
- body having jurisdiction in accordance with- applicable procedures designed to ensure the frade <™
.. secret and confidential status of the':Agreement; to the extent required. In addition, each Party - -
.. -shall be free to disclose such facts: as may be required by applicable statute, rule, regulatios, ** * "'
-, court, or.regulatory body, or as may be necessary to implement the agency established by this™ -~
. .. Agreement, including disclosure to the. pipelines: limiited to the existence of this Agreement; -~ " =
-without need of securing the prior permission of the other perty. The Parties agree, however, © -
that either Party may require any third party to execute an acceptable Confidentiality Agreement
prior to its receipt of this Agreement and/or disclosure of any of its terms, conditions, *
obligations; dufies, promises, benefits or lisbiliies contained herein. The terms. of this
Agreement, including but not limited to, the price paid for Gas, the quantities of Gas. pnrchased, o
.. and all other material terms of this Agreement shall be kept confidential by the Parties exceptto = = - *
. the extent that any information must be dlsclosed for the pu:pose of eﬂ'ectuatmg tra.nspona.hon e
. -oftheGasorasrequzredbylaw. : '

, _16 Force Majeure. Ifexther Paxty is rendered tmablc, wholly or in: part, by Force Majeure to
perform its obligations under this Agreement, other than the obligation to make payments then, - -

ar subsequently, due attributable to Gas delivered prior to the event of Force Majenrs, it is
mutually agreed that performance of the respective obligations of the Parties, so far as they are

_ affected by such Force Majeure, shall be suspended: without lishility from the inception.of any -
such inability until it is corrected but for no longer penod. No Party shall, however, be reqmred

against 1ts will to settle any labor dxspnt&s.
161  The term “Force Majeure” means an event that (i) was not within the control of

the Party claiming jts occarrence; and (if) could not bave been prevented or avoided by such
Party through the exercise of due diligence. Events of Force Majeure include, without

11
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limitation by enumeration, acts of God, earthquakes, epidemics, fires, floods, landslides,
lightening, hurricanes, depressions, numbered or named storms by the U.S. National Weather
Service, washouts and other similer severe patural calamities, acts of public enemy, wars,
blockades, insurrections, riots, civil disturbances, explosions, breakage or freezing of lines of
pipe used to enable Asset Manager to deliver or CGC to receive or subsequently transport or use

Gas under this Agreement, imposition by & regulatory agency, court or other governmental -

authority having jurisdiction of binding laws, conditions, limitations, orders;, mles or regulations
that prevent or prohibit either Party from performing, provided such governmental action has
. been resisted in good faith by all reasonable Icga.l means, or any other cause.ofa sumlar type.

‘ . 162 Neither Party shall be entitled to the beneﬁt of provisions of Force MaJeure to the

. extent performance is affected by any or all of the following dircumstances: (i) the curtailment

.of interruptible or secondary firm transportation; (i) the Party claiming excuse failed to xemedy
the condition .and to resume the performerice of such covenants.or obhgaﬁons with reasongble

dispatch; (iif) economic hardship; and (iv) the loss of storage facilities, in whole or in part, -
anless, and only fo the extent that, such occurrence results. i, or is the direct result of, a -
recognized Force MaJeure event under the underlymg Stomge -Agreement (listed in Exhibit A) e

z  for the storage service prov:de.r

163 The Party whose perfonnance is prevented by Force Majeure Taust ‘provide

. prompt._notice to the other Party. -Initial notice.may be given orally, however, written ~* |

. . notification with reasonably full particulars of the event or occurrence is required as soon-a§” " =

. reasonably possible. Upon providing written notification of Force Majeure to the other Party; -~ = =1 -

. the affected Party ‘will be relieved- of its- obligation to-make or accept delivery -of Gas as" RN
s apphcabletothzementand forthednranonofFomeMagmre, andneltherPaﬂyshallbedeemed e

. .tohave failed in such obligations to. the othet during such eccurrence or event. However,due *  *

to the paramonnt supply obligations of CGC to.its customers; any declayation of Force =~

Majeure by Asset Manager must be first approved and accepted in writing by CGC inits - © .

sole discretion, before any such declaration of Force Majeure by Asset Manager shall také' "~ = % |«

effect: between the CGC and- Asset Msnager. Provided, however, such approval andv

. acceptance. shall not be unreasonably withheld. In addition; orice- Company has received 2

.- . timely written notification from Asset Manager, if Company. does not approve and accépt or '
. Teject such declaration of Force Majeure within two business days, Company shall be desmed to. © = ..~ " ¢

have approved and accepted such declaration. Absent CGC’s written approval and acceptande’ A

of a declaration of Force Majeure by Asset Manager, or waiver by CGC as set forth herein, such -~ '~

. -Force Majeure declarahon shall have no legal effect between CGC and Asset Managm-

. -16.4. In the event Asset Manager issues a declarahon of Force Majeure,- Asset
Manager agrees to first completely honor and satisfy CGC’s needs and requirements under this

Agreement to the extent possible using the Assets- covered by this Agreement before Asset: -

. Managei-undertakes to deliver gas to any of its other martkets or customers.

17. Adequate Assurance. When reasonable grounds for insecurity of performance arise, CGC
may demand adequate assurance of performance. Adequate assurance shall mean snfficient
security in the form and for the term reasonably specified by CGC, including, but not limited to,
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a standby irrevocable letter of credit, a prepayment, a security interest in an asset acceptable to
CGC or performance bongd or guarantes by creditworthy entity. CGC may, from time to time,
reguest from Asset Manager such credit information as may reasonably be required to determme

- the creditworthiness of Asset Manager,

18. Events of Defa ult and Earlg Termination.
" 181 . Badly Termination. The following events, which sball be characterized as events

of default, or events of early termination shall be grounds for a Party (the “Terminating Party™) -

.to terminate the Agreement. Notwithstanding any provision of this Agreement or the Gas

‘Purchase and Sale Agrezment to the conirary, a termination of any Apreement will termninate aII .
and no less than all, agreements between: Asset Manager and CGC: -

(a) Ifthe Asset Manager faﬂs 1o malke payment of any amounts due under

any provis:dn of the Agreement, which failure contm\m for a penod five (5) Days after rece:pt S
. of written notice of such non-payment. : CLoe

(b) I any representation or warranty made by the Asset Manager under the

(c) Ifthe ‘Asset Manager; unless excused by reason of Force Majeme, Juilson-

- any Day (the “Default Day”) to comply with i#s gas: delivery obligation under the Gas Purchsss’ ™ ¢ ¢ |
- - . -and Sale-Agrecment and such faiture by Asset Manager canses CGC to curtail sales to some of - -« -
- all ‘'of its firm customers or utilize peakmg assets.needed to meet ﬁrm load under peak Ioad s
'eandxhons. . _

(d) If the Asset Manager fails to oomply subsbanua]ly with any material

provxslbn of this Agreement, which failure continues for a penod of five (5) Days after written -

notice of such non-compliance.

(e) If the Asset Manager shall; (i) make an’ assxgnment or dny general

arrangement for the benefit of creditors, (if) file & petition or otherwise commencs, authorize-or’
_acquiesce in the commencement of a proceeding or case under any bankruptcy-or similar law for
the protection of creditors, or have such petition filed agamst it, or. (ﬁ') be unzble to pay its debts -
" as they fall due. ,

(t) If the TRA acts in 2 manner concerning any Agreement which CGC

detenmines, in its sole judgment, o be either unfavorable or which has the effect of prohﬂnhng :
‘or rescinding the transfer of Assets to Asset Manager, or if the TRA’s action requires a

meodification of any of the Agreement that is not agreeable to both Parties.
(&  For either Party, if existing federal, state and local regulatory rules,

tegulations and policies that serve as the basis for the transactions described in the Agreement
and that are generally applicable to similerly sitnated parties {including the FERC’s cmrent use
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of a straight fixed variable rate design for pipeline rates and its Capacity Release program) shall
be eliminated or otherwise modified in any marnner that wonld be reasonably likely to have a
material adverse effect on such Party or the benefits it anticipates deriving from the tmnsachons
described in the Agreement.

_ (h)  For either Party, ift (i) a court or governmental agency with jurisdiction
_ (including without limitation the TRA) reverses, withdraws or etherwise modifies, with a result
unaccepiable to such Party in its sole discretion, any TRA order, ruling, opinion or other

determination believed to be necessary to proceeding with the transactions contemplated under -

the Agreement, (if) such change causes the impacted Party to incur any material capital or

. operating cost, or loss of opportunity, related to the provision or receipt of services
contemplated herein, and (jii) the Parties are unable, after good faith negotiations, to rénegotiate” "

‘the Agreement o comply with sach reversal, vuthdmwal or medification and maintain the same
level of service or benefit.
{) . For Asset Manager, if a comt or. govemmental agency with Junsdwtmn

: determines that Asset Manager is subject to the jurisdiction of the TRA during the Tem'x 8sa o
- .. result of the execntion, delivery or performance of any Agreement. '

() - If Asset Manager fails to provide any Adequate Assurance.to be provxded

to the other Party within three (3) Busnms Days of a written request.
182 Early Termination, and Remed:es

(a) T the event one of the events descnbadm Sechon*lE 1 has occurred and

© s canhnmng, the Termmatmg Party may, at its sole election, immediately withhold and/or
suspend deliveries or payments upon wriiten notice to the other Party (the “Terminated Parfy”y —
and or terminate tho Agreement. If an event giving tise to a right of termination has occurred "

and is confinuing, the Terminating Party shall have the right to desiguate a day, by giving

written notice.of the day (the “Early Termination Date”) and- the reasons therefore to the - -
. Terminated Party, which Early Termination Date shall be effective no earlier than the second *
(2nd) day after such notice is given (or four (4). hours in the case of a default under Sectlon. o

18.1(c)) and no later than twenty (20) days follow:.ng the receipt of said notice.

.(b), ' If-CGC elects to teammate the Agreemem for -the reasons set forth in-
Section: 18.1(a), (b); -(c), (), (&), or () then the sole remedy. available to CGC shall be that,
subject to Sections 18.4 and 18.5 below, Asset Manager shall lose its interests in the Assels,

including, without limitation, the right fo administer the Assets as CGC’s agent and Asset -

Mauager shall be liable to CGC for any other Direct Damages resulting from the eary

_ termination of the Agreement. Once all such payments are made and ali capacity is reassigned -
1o CGC, each Party shall be relieved of all- obhganons and liabilities under the Agreement, -
except for other costs, refunds or credits from any service provider that acorued before the Barly

Tennination Date that have not yet been reconciled between the Parties.

{c) Each Party shall use every reasonable effort to mitigate any damages
resulting from a breach and/or termination of the Agreement.
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(d) If CGC elects to terminate the Agreement for the reasons set forth in

Section 18.1{f), (g), or (h), then CGC shall either (x) pay Asset Manager its costs {0 initiate any
early unwinding of hedges necessary to effectnate the Early Termination to match the
unwinding of physical gas it has parked or borrowed in CGC’s accounts. The resuits of these
transactions, if the Parties decided not to leave the original hedges in placs as of the date of
termination, would yield sharable revenues (or costs} which wonld be shared on a 50:50 basis’

. between the Parties. as the transactions were realized or (y) if acceptable to the applicable’
counterparty to any such transaction(s), accept an assignment of those existing transactions.

Once all such payments are made and all capacity is reassigned to. CGC, each Party shall be: -

relieved of all obligations and liabilities under the Agreement, except for other costs, refunds or:

credits due from any service.provider that accrued before the Early Termination Date that have

.. not yet been reconciled between the Parties.

(e) If Asset Manager elects to termmate the Agreement for the reasons set
forth in Secnon 18.1(5), (&), (h) or (@), then CGC’s obligations shall be those set forth in Section

18.2(d). -Once all such payments-are made, and all capacity is reassigned to CGC, each Party:

- shall be relieved of all obligations and labilities under the Agreement, except for other costs, - -
refunds or credits due from any Service Provider that accrued before the Early Termination Date ~ -

that bave not yet been reconciled between the Partles

18.3 Unwzndmg Subjeet w0 Sechons 18. Z(b), {c), or (e), and as the result of a

declaration of an Early Termination Date or at the expiration of the Term, (a) Asset Manager’s ~
- agency under the Assets shall expire or be revoked, and at CGC’s request Asset Manager shall - -

:  assist CGC in very pmmptly advising any Counterparty of such expiration or revocation, (b) any- -~ -
- amounts due and owing either Party under-any Agreement shall be paid or netied against other:- - -

- amounts owed pursuant to the terms of such Agreement and any corrections or adjustments to -~
payments previously made shall be determined’ and any refunds due to either Party shall be' : - .-
‘made at the earliest possible time and in any event.no later than thirty (30) Days, and (o) titleto = -
excess or deficient Gas in: storage shall be handled in aceord&nce with Sections 18,4 and 18.5 of st

this Agreement

18.4 Summer Penod If ﬂns Agreement temnnates during a Summer Penod and on-
the termination date the storage assets contain a physical quantity of Gas less than the quantity -

of Gas shown on CGC’s books in snch storage assets as of the tarmination date (“Deficiency
Quantity™), then Asset Manager shall either, at CGC’s sole discretion, (i) have thirty (30) days
following the termination date to deliver to CGC's storage asset a quantity of Gas equal to the

Deficiency Quantity, or (ii) pay CGC, at 2 market price determined by CGC, an amount per

dekatherm for the Deficiency Quantity. -If on the termination date the storage assets contain 8
physical quantity of Gas greater than the quantity of Gas shown on CGC’s books in such storage
- assets as of the termination date (“Exzcess Quantity™), then Assst. Managm' shall e1ther at CGC’s

agreed to by CGC and Asset Manager or {b) Asset Manager shall transfer such Excess Quantity -

to a storage contract held in Asset Manager’s name; or (¢) withdraw the Excess Quantity.

18.5. Winter Perod. If this Agreement terminates (2). during @ Winter Period and on
the termination date there remains a physical quantity of Gas within the storage asset that is less
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than the quantity of Gas shown on CGC’s books in such storage assets as of the termination date
(“Storage Quantity Deficiency™), notwithstanding anything to the coatrary contained in this
Agreement, Asset Manager shall pay CGC, at a market price defermined by CGC, an amount
per dekatherm for the Storage Quantity Deficiency or (b) during a Winter Period and on the
termination date there remains a physical quantity of Gas within the storage asset that is greater

than the quantity of Gas shown on CGC’sbooks in such storage assets as of the termination date -

(“Storage Excess Quentity”) Asset Manager shall, at ©GC’s sole discretion, either (x) sell and
"CGC shall purchase the Storage Excess Quantity at a market price mutually agreed to by CGC
and Asset Manager , or (y) transfer the Storaga Excess Quantity to a storage contract- held by

Asset Manager.

18.6 'I'he obhgahons ‘of the Partxes under Sectmns 18.1,-18.4 and 18.5 shall suivive .

termination of this Agreement.
18.7 Notvmhstandmg anythmg to the contr&ry in this Article 18, éither Party shall

‘have the right o settle ifs remmmng obhgat{ons hy cash payment, as reasonably agreed to by the

: other Party.

18.8 Set-Off Upon the occuivence of the declaration of an Early Termination Date
under Section 18.2 in respect of a party under any Agreement or any other agreement hetween ' °
the parties concerning the matters which are the subject of this Agreement (including, buat not-
* Iimited to, the agreeiments set forth in fhie Exhibits hereto), the Terminating Party may, without -

prior notice, setoff (including by -setoff} ‘offsef, ‘combination ‘of accounts, retentiom, or

withholding across or within“each o all‘6f e foregoing agreements) any surn, amotnt or other”
© obligation (whether physically” or financially setfled;’ matured or unmaturéd) owed by the™
“Terminating Party to the Temminated Party against any sum, aount or obligation {whether
- physically or ﬁnamnally settled, matured or umnamred) owed by the Temnnated Party to the

Terminating Party _
189 Audit. Elther Party sha]] be enttﬂed, at 1ts sole expense, to audit those applicable

- books and records of the other Party to verify the accuracy of any unwinding cost calculation or

any other calculations under‘the Agreement or the other Party’s controls and procedures that

may be relevant to the activities under the Agreement, at such other Party’s offices and at a tiine
- during reasonable business hours acceptable to both:Parties. In the altemative, if Asset Manager
. engages a third party to- perform a SAS 70 review of its gas conirol, procurement and
menagement operations, CGC shall be entitled to & wpy of such ﬁnal report at no cost.

- 19, ameges. Neither Party shall be liable for pumtwe, exemplary, consequential or
mcxdental damag&s arising from any breach or default under this agréement or from any act or-
omission under or in connection with this: agreement except as othermse set forth herein ar in -
the Gas Purchase and Sale Agreement.

20.  Assignment. This Agreement shall be bmdmg upon and inure to the benefit of the
Parties, their successors and assigns. Neither Party shall assign this Agreement without the prior
written consent of the other Party, which consent may be withheld at a Party's sole discretion,
and prior approval by the TRA; provided, however, that either Party may assign this Agreement
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to a wholly-owned affiliate or an entity that sncceeds as a result of merger or reorganization
without the consent of the other Party subject to prior TRA approval so long as such wholly-
owned affiliate or other entity agrees in writing to be bound by the terms of this Agreement
following such assi gnment.

21.  Necessary Auzlmuganons. The Agreement is subject to all present and future valid
orders, tules, and regulations of any regulatory body having jurisdiction. Each party represents

that it has all necessary regilatory and other. governmental authorizations for the transactions

contemplated hereunder. The Parties agree to timely make all regulatory filings, that may be
needed to effectuate this Agreement.

The Partm furthet agree tI:at they will carry out their respective obligations hereunder,
in comphance with all valid and e:ustmg laws, orders, rules or regulatory requirements cnrrently
in existence or which may be enacted in the future. .

- 214 The Parties expressly recog,mze that CGC may bave certain reporfing

Tequirements to the TRA in connection with this Agreement. Asset Manager -expressly -

covenants to timely provide to CGC any information in its possession necessary for such reports

and in no event to provide such information to CGC no less than five (5) days prior to the due-

. date for such repors, pmvxded however fhat Asset Memager be given no less than seven (7) days
. to respond after arequest for information.

21.2 Thc PaItleS expressly recogmzc that CGC may have fo respond to certmn data

. ',.reqnests related 0. tbxs.Agraemenl from the TRA, any other governmental body, or any other’: -
. party participating in a regulatmy proccedmg involving CGC. Asset Manager shall provide - . < -+ . -
CGC the. mfomahon needed to, :espond to. any. datarequests within the timeframe specified by G

CGC.. ‘ _ _ ‘
. 21.3 The Parties mcpreésly. recogmze that both the Company and the TRA have andit

rights with respect to any and all financial and/or physical transactions undertaken in connection - -
- with this Agreement. As such the Asset Manager mnst ptovzde work space for said audxt(s) and

appmpnatepersonnel atils. own expensc. SR
‘ 21. 4 Asset Manager sha.n prov:de the Company and/or TRA lhe opportunity for

periodic local reviews of Asset Managers operatxons and systems, as may be required by the -

Com.p any and/or the TRA.

22. . Nofice/Waiver. The faihwe of a Pai’ty to. give notice fo any other Party or to take any
other steps in exercising any right, or in respect of the breach or not of any provision of this

Agreement, shall not operate as a waiver of that right, breach or provision nor shall any smgle or.
partial exercise of any right preclude any other or future exercise of that right or the exercise of -

any other right, whether in law or in equity or otherwise.

221 Any ho_tice, request, demand or statement which either Party may desire to give

to the other, shall be in writing and may be mailed by registered or certified mail, return receipt
requested, to the post office address of the Parties shown below, or by facsimile transmission
followed by written confirmation by regular mail, unless otherwise provided in this Agreement:
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ASSET MANAGER: Notices

. Phone. 32 3
'».Tels_copy_,- ¥

fFG)u fEVé HNepr 74
s S 5t vireJoo

o ?
_ gousZ%”:Ti i?-ﬂopz
Phone 332 392 (7256

. Telecopy. R32 397 (707

Oper‘aﬁonél Matters ..
SEQCUEN L g AT L.ﬂ

Billine Inguiries

‘M,Z_ﬂﬂuﬂs&wﬁﬂr LF.

At DdRcas Hugnt, .
1200 S'mJ_T/Jﬁ%fui‘(F 700 -

Ha eusTon . TX . FA00
222 386 3

' Dgeﬁ fibnal Matters

Chattanooga Gas Comparny
c/o AGL Services Company:

" Attn: Sr. Capacity Planning Anaiyst or Manager, Gas Control
. Phone (404) 584-3076 or (404) 584-4114

Telecopy (404) 584-3499

) ‘.Notmes .
_ ‘ChattanoogaGas Company
Clo AGL Services Company

Attn: Sr. Gas Supply Analyst or Managing Director, Gas Supply
and CapacxtyPlanmno
Dept, Code 1309

- P.0.Box4569

Aflents, GA 303024560
Phone (404) 584-4031 or (404) 584-3826
Telecopy (404) 584-3499

Bﬂ}mo Inquiries

Chattanooga Gas Company .
C/o AGL Services Company
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Athr: Gas Accounting
P.0. Box 4569

Location 1180

Aflanta, GA 30302-4569
Phone: (404) 584-4508
Telecopy: (404) 584-4233

-Notice shall be deemed received five (S) business days following mailing if by ragistered

or certified mail or upon sender's receipt of fransmission continuation if by facsimile

. transrmamon.
22.2 Either of the Parties may from time to time designate a different address. Routine

communications may be delivered by registered, certified or ordinary mail, orbytelephone or- - o

. telecopy if the Parties agree.

- 23 ] Décg ment Retention. The Parties shall preserve all pertinent books and records re]éﬁng

. -to activities perfonned nnder this Agreement for 2 period of at least two (2) years afier the -
_, fermaination of this Agreement or such other time perod equired to support emy related.
.. regulatory filings or andits by the TRA. Each Party shall have the right, from time to time, to- " -
. . audit the books of the other Party as they pertain to the activities pecformed pnder this -~ ~ L
' .';.',Agreement. A Party's rights under this paragraph shall survive for two ym after the~", LR S

. e termmauon of this Agreemem

o 24._ Entzre Agreeutent, This Agreement together with its Hxhibits oonshtntes the antxre
- undesstanding and agrecment of the Parties with respect to the management of the Assets and - -
effective upon the execution of this Agreement by the respective Parties, any and all prior * ' -
agreemients, understandings or repx&sentauons with respect to this subject matter are: herebyf"

termmated and cancelled i in their entirety and of no furthier force or effect.

(25, Goveming Law, This Agreement shall be governed by and interpreted in accordance © -

" with the laws of the State of Tennessee.

26, Definitions, Any capitalized term not defined in this Agreement shall have the
' meanings asslgued such terms in the Gas Purchese and Sale Agreement.

27, Cauntemmm This Agreement may be executed in multiple identical cmmtczparts, each .
. of which shall have the force and dignity of an original and all of which shall constitute but one
“and the same Agreement. Transmission by telecopier of a facsimile of the signature page hereof ;

will be eonclusive evidence of the due execution of this Agreement. -
| IN WITNESS WHEREOF, the Parties have caused this Agteement to be daly executed as of the day

and year first wxitten above, by their duly authorized Representatives.
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CGC:

| CHATTANOOGA GAS COMPANY

By: /él\“*-~ W

Tifle @RES ( pracy

ASSET MANAGER:
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Exhibit B

DAILY OPERATIONAL PROCEDURES

Physical Dispatch

Prior to 10:00 am. Eastern Clock Time (“ECT™) each dey CGC® and Asset Manager will
communicate to establish the “Daily Plan” described below, based upon system operational
parameters of CQC. CGC will provide Asset Manager with the Four-Day Gas Demand Forecast "
for CGC. Asset Manager will provide CGC with Asset Manaper’s Two-Day Physical Gas

Supply Plan. Asset Manager will maintain the records of the Gas Supply Plan and will provide--

copies as needed to CGC. CGC will consider Asset Manager’s plam, but ulhmately shall* - -

determine the optiraum “Daily Plan” for deployment of the CGC’s Assets.
For daily nominations:

i)  Asset Manager will be responsible for submitting nominations on the

Electronic Bulletin Board (“EBB”) of CGC and on the interstate pipelines of CGC with such -~ - .
nominations to be completed pursuant to the applicable pipeline tariff and submit a scheduling - -+ |

summary to CGC for each LDC reflecting the pipeline nominations, Gas Operations System ~

nominations and contingency rankings based on the outcome of the AM meeting each day. The -*: = &
Asset Manager will send a scheduling summary to GCG for the current day by 1PM (CST) and - RS

by 3PM (CST) for the next day.

ii) CGC will be responsible for confirming Asset Manager’s nominations,
provided such nominations are both jo GOS and the pipeline EBB, on its behalf at the City Gate
Delivery Points, such confimmations to be completed pursuant to the applicable pipefine tariff ™ -

' The exception to this rule is when gas is being scheduled to the CGC gate to be redirected into’
storage by either another nomination away from the gate to storage or by utilizing CGC’s no
notice injection rights during the summer injection period. The gas must be scheduled on the’
pipeline EBB and be documented on the scheduling summary to be confirmed. Geas that is.
scheduled on the pipeline but not identified on the summary will not be confirmed. :

iif) Prior to 5:00 p.m., BCT of each day, CGC will provide an npdate of the
Five-Day Gas Demand Forecast when the weather warrants a siguificant change and shall -
provide additional wpdates throughout the day when warranted due to a significant changs. '

iv) Both Partics shall confer and make revisions to the daily nominations as
described in Bxhibit C. If such revisions require nomination changes, Asset Manager will make
any intra-day nomination changes. CGC will confirm any intra-day nomination changes and
Asset Manager shall submit a revised scheduling summary reflecting sach changes.

3 AGL Services Company (“*AGLSC™) acts on behatf of CGC pursuant to an Agreement between CGC and AGLSC.
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Nominations by Asset Manager and confirmations by CGC will be completed pursuant 'to the
applicable pipeline tariff.

v) Prior to°5:00 p.m. ECT of each day CGC will provide Asset Manager with
final data on consumption levels for the prior day including finm and interruptible demand
volumes via the afternoon Daily Operating Report “DOR”.

Afier finalization of Next Day~2 (“NDZ;’) scheduled volumes of each day, CGC will provide

Asset Manager with final data on consumption levels for the prior day including firm and
interruptible demand volumes via the afternoon (PM) DOR.

. Logical Dispatch

CGC will nominéte gas quanﬁﬁa fo be purchased on ',a‘-monthly basis, at requested receipt

points with delivery to CGC’s citygate, as well as purchases for storage injections, no later than

9:00 a.m. ECT thres business days prior to the day of the NYMEX settlement for the following -
month. By 9:00 am. ECT each business day for the next day flow, on Fridays for weskend and -
Monday flow, and on the business day prior to a holiday, CGC will provide Asset Manager its * -
Jlogical dispatch for the appropriate day. Included in such logical dispatch will be mstmctxons

on how the nomination is to be changed based -on actual rcqmred flows.

" .A S-day forecast of customer- requments and asset unhzahon wi]] be provlded to Asset S

- QManager by CGC for planning pmposes
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EXHIBIT C

GAS PURCHASE AND SALE AGREEMENT
Between:
CHATTANOOGA GAS COMPANY

and
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GAS PURCHASE AND SALE AGREEMENT

Effective April 1, 2008, this Agreement is made and entered into by and betweén Chattanooga Gas
SEBUENT 52
Company (“Buyer'), and Mﬁ_@m_t@_ﬁ(" er™), both Buyer and Seller sometimes referred to-

collectively as ("Parties”) or singularly as "Party.”

The Buyer and Seller hereby agree as follows;

I Definitions

1.1  "Agreement" means the provisions of this document as it may be amended from time to -

time snbject to prior approval by the TRA.

1.2  “Buyer’s Purchase Requirement” or “BPR” shall mean for any day, the Logical quantity

of Gas required by Buyer, if any, not inclnding BSRR, NNW, or NSW. Therefore BPR = DDR+NIQ- -

NNW-NSW-LNGW. BPR shall be inclusive of all fuel requirements inciuding, but not limited to,
system fuel, company use aod unaccounted-for Gas on Buyer's system and that of Transporter.

1.3  “Buyer’s Storage Refill Requirement” or “BSRR” shall mean Buyer’s Storage Refill

Requirement which is that quantity of Gas needed by Buyer to be injected into its storage inventories over

each Summer Period, which is referred to in Section 4.1 and determined by Buyer prior to the beginning of

. the Summer Period.

14  "Biu" (British Thermal Unit) means the amount of heat energy required to raise fhe
temperature of one pound of water from fifty-nine~degrees Fahrenheit (59°F) to sixty degrees Fahrenheit
(60°F), as determined on a dry basis.

) The Asset Management and Agency Agreement between Buyer and Seller, dated  is incorporated herein by reference,
mcludmg any defined terms in the Agreement.

2 AGL Services Company (“AGLSC™Y acts on behalf of Buyer pursuant to an Agreement between Chananooga Gas Company and
AGLSC.




1.5 "Cavern" shall be the applicable in-ground storage facility contracted between the Buyer
_and the Transporter. |

1.6 "Day" shall mean that period of twenty-four {24) consecutive hours as defined in the
Transporter's FERC Teriff,

1.7 “Daily Demand Requirement” or “DDR* shall mean the Buyer’s forecasted demand for
any given day as defined in Bxhibit B.

1.8 _‘_‘Daily Purchase Requirement” or “DPR” s@l mezn that daily Logical quantity of gas
nominated for purchase from. Seller from time to time during any month in accordance with Buyer’'s daily

operating procedures as defined in Exhibi_t_ B,

1.9 “Daily Storage Injection Quantity” or “DSIQ” shall mean that portion of the BSRR

Logically nominated for delivery at the Receipt Points fr a given day. DSIQ shall be inclusive of all

Tréﬁsporter’s fuel requn'ements
~ 1.10  “Daily Index Cost of Gas” or “DICOG” shall mezn an amount per MMBTU equal to the

midpoint of the Daily Price Survey in Ges Daily published by Platts, a division of the McGraw Hill

Compenies, for the applicable pipeline Receipt Points for the Gas Transportation Contmcts of Buyer listed -

in Eshibit A. Buyer and Seller specifically recoguize that from time to time Seller’s actual costs of gas may
beabove or Below flat in&ex. This shall not have any effect on the determmination of DICOG.

1.11 "Dekatherm” or "dt" shall mean the quantity of heat energy which is equivalent to one (1)
MMBtu. o

1.12 "Delivery Point(s)" means the delivery point or points designated from time to time in

Buyer's transportation agreemenis with Buyer’s Transporter where Buyer receives Buyer’s Transportex(s) .

Gas into its system.

1.13 “ECT shall mean Eastern Clock Time.




1,14  "FERC" means the Federal Energy Regulatory Commission or any successor
govarnment authority.
1.15 "FOM Index Price" means an amount per MMBtu equal fo the first of the month indices

published in Inside FERC’s Gas Market Report by Platts, for the applicable pipeline Receipt Points for the

QGas Transportation Contracts of Buyer listed in Exhibit A. Buver and Seller specifically recognize that
from time to time Seller’s actual costs of gas may be ebove or below flat index. This shall not have any
effect on the determination of FOM Index Price.

116  “"Gas" or "Natural Gas” means the effluent vapor stream (including lquid

hydrocatbons) in its natural state produced from wells, including all hydrocarbon and nonhydrocarbon

oongﬁments and including casinghead gas produced with crude oil,. and residue gas r&sultihg from the
. processing of i_we]l_gz‘ls_ or casinghead gas and, at the ﬁme-,of delivery from Seller to Buyer, satisfying the
quality specifications as set forth in Transporter's FERC approved tariff. Gas shall also inchude Huefied
natorel gos (ING”). | |

1,17  “LNGW” means Buyer's withdrawals from its on-system LNG facility or its LNG
contracts with others.

118  “Logical” or “Logically” refers to the virtual supply o transportation path as determined
by Buyer and used for billing purposes.

119  "Maximum Daily Quanti.ty" or "MDQ” shall mean the maximom quantity as identified
in Buyer’s firm transportation contracts. |

120  "Mef" means one thousand (1,000). cubic feet of Gas as determined on the measurement
basis set forth in this Agresment. .

121 "MMBtu" means one million (1,000,000) Btu.

1.22  "Month" shall have the same meaning as that in Transporter’s FERC Tariff.
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1.23 “Monthly Parchase Requirement” or “MPR” shall mean the Logical quantity of gas
nominated by Buyer each month for daily ratable purchases to be determined by Buyer in accordance with
Section 2.2,

1.24 “Most Cost Effective Transporfation Path™ shall mean the lowest cost method of

effectuating the Logical delivery of -quantities from the applicable receipt points to the delivery points

utilizing the Assets consistent with supply relisbility considerations, and shall be determined by Buyer and -

provided to Seller pursnant to Section 2. The determination of the Most Cost Effective Transportation Path
shall be relevant for determining prices under Section 5 of this Agreement. Seller shall have no obligation
1o follow such determination in arranging physical deliveries of gas under this Agresment.

1.25.  “Nominated njection Quantity™ shall be the quantity of gas Buyer agrees to buy and

" Seller agrees to deliver during ény day, month, orAl'onger period as reguested by Buyer-and scheduled into

the applicable Cavern or LNG facility by the Transporter consistesit with this Apreement and exclusive of
the NNL

1.26 “Nominated Storage Withdrawals” or “NSW” shall mean the quantity of gas nominated
from Buyer’s inventory in Caverns or LNG facilities.

1.27. “No-Notice Injections” or “NNI" shall mean the quantity of gas injected into the Buyer’s
capacity in storage Ca&mns via No-Notice. - .

1.28 “No-Notice Withdrawals” or “NNW” shall mean the .quantity of gas delivered to Buyer's
city gate pursvant to the Transporter’s tariff. A

1.29 “Physical” or “Physically® refers to the actual supply or transportation path used for system
dispatch.

130 "Receipt Poinis" shall mean such Receipt Point(s) designated from time to time in

Buyer's transportation agreements with Transporter.
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1.31  "Summer Period” shall mean fthe period from April 1* through October 31 of cach year
unless for a particular storage service the period is extended or reduced by mutual agreement of Buyer and
Seller to be consistent with the injection period as defined by Transporter.

1.32  “Third Party Gas” or “TPG” shall mean that quantity of gas that Buyer purchases from
a supplier other than Asset Manager and is delivered to Buyer’s city gate or into Buyer’s East Tennessee
Receipt Points arranged by Seller,

1.33 _ TRA shall mean the Tennessée Regulafory Authority or any. successor governmental
authority, |

134  "Transporter" shall méan the pipeline taking Buyer's Gas at the Receipt Points and
. effectuating delivery of Gas to Buysr’s Delivery Points ar the: pipeline effeotuating delivery of TPG to.

Buyer’s city gate.

135 . "Winter Period" shall mean the period from November I throngh March. 31% unless'fora -

particular storage service the period is extended by nmtual agreement of Buyer and Seller to be consistent .-

with the withdrawal period as defined by Transparter.
XL Saleapd Purchase
2.1  Subject to the terms of this Agresment, each Day- if and to the extent requested by Buyer,
Seller agrees to Physically deliver and Logically sell, and Buyer agrees to Physically receive and Logically
purchase from Seller, quantities of gas as instructed By Buyer. Sales and purchase quantities will be based
- on Buyer’s Logicé] nominations and deliveries and receipts will be based on Buyer’s Physical dispatch.

2.2  Logical Monthly Nomination. Each month, no later than 9:00 a.m. ECT three business days

prior to the day of the NYMEX sstilement for the following month, Buyer shall notify Seller in writing of-

(i) the MPR for the following month and (ji) the mix of the Assets, including the Most Cost Effective

—




Transportation Path from receipt point(s) to delivery point(s), that Buyer designates to effectuate delivery fo

the City Gates of the MPR.

2.3 Logical Daily Nominations. Each business day no later than 9:00 am. ECT for next day -

flow, on Fridays for weekend and Monday ﬂ,ow, and on the business day prior to a holiday, Buyer will
_provide Seller its nomination for DPR for the approptiate day and the guantity of storage deemed to be
withdrawn for the day, as applicable. For the avoidance of doubt, the phrase “deemed to be” as used in this
agreement shall refer to the Logical nomination and shall mean that Seller shall have no obligation to
actually inject or withdraw such quantity from storage and that Seller may satisfy Buyer's requirements
through other sources of supply. Accor_r_l_iq_g]y, Seller shall not be obligated to Physically arrange any
nomination m apgordance with Buyer’g no;ninaﬁoqs,_so long as seller otherwise complies with this

Agreement. Included in such nomination will be instructions on how the nominatiop is to be changed based'

on actual required Sows. For clarification, Buyer’s nomination of the DFR over a weekend or holiday that -~

results in the Asset Manager purchasing non-:agahie_ daily quantities shall result in such nen-ratable
guantities to be priced at & mutally ag;eeablg pﬁc:p. Buygr shall provide Seller in writing with Buyer’s
initial DPR for the appropriate day, including the Most Cost Effective Transportation Path from rec.eipt
_ point(s)_to delivery point(s). |

2.4  If Buyer's nominations for any day results in surplus gas purchased and such surplus ges is

not injected into storags, Buyer will sell back to Seller such excess gas at the appropriate market flat daily”

index price if Seller is informed by 9:00 a.m. ECT for day-ahead gas flow, or at 2 mutually agreeable price

if such notification is after 9:00 a.m. ECT for day ahead gas flow or is for a non-rateble volume over a
weekend or holiday. Buyer may use NNI rights to satisfy surplus gas. If Buyer’s nominations do not result

in sufficient gas to satisfy Buyer’s requiremnents and Buyer has adequate capadl;y'r to move additional gas on

w1




an intra-day basis, then Buyer shall request and Seller shall sell the additional gas required at 2 mutually
agt,eeablg price. Buyer may use NNW rights to satisfy the insufficient gas requirement,

2.5 ' In the event the Parties must negotiate a mutually agreeable price for the volumes as

provided in this Section 2, Buyer shall have the opfion to obtain price quotes for such volames from third

. pazties, and Seller shall have the right to match the lowest quote obtained by Buyer. Otherwise, Buyer shall

. have the right to purchase such volumes from third parties.
: 2.6 . Seller will be solely responsible for all nominations of assefs listed in Exhibit A. Seller will
‘be responsible for submitting nominations on the Gas Operating System (“GOS”) of Buyer and on the

pipelines of the Buyer with such nominations to be completed pursuent to the applicable pipeline FERC = °

approved tariff rules.
2.7  Buyer and Seller agree that Buyer shall have the right to utilize all assets listed in Bxhibit A

:_as described below:

(a)  Buyer shall utilize SNG CSS and associated transportation to meet system balancing

_and operation needs; -
(b)  Buyer shall have sole operational and dispatch control over on-system LNG asset;

(c) Al remaining assets will be Logically nominated by Buyer and delivered as seen fit
by Sel]e’_a' consistent with the physical needs and limitations of the Buyer. '

II.  Delivery of BFR, DSIO. NIO, NNW, NSW, and/or TPG
3.1  Subject lo the terms and conditions of this Agreement, and the transportation and storage
agrecments between Buyer and Transporter(s), Seller shall nominate or cause to"be nominated with
Transporter the BPR, if any, the DSIQ, if any, the NIQ, if any, and the NSW, if any at Buyer's Receipt

Points or secondary firm Receipt Points into Buyer's firm transportation or at Buyer’s city gate. Each Day

7
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Seller agrees to nominate and tender for delivery to Buyer, and Buyer agrees to receive from Seller if
nominated and tendered at the Receipt Points {or Buyer’s city gate and/or into Buyer’s East Tennessee
Receipt Points in the case of TPG), the BPR, if any, the DSIQ, if any, the NIQ, if any, and the NSW, if any
for such Day. However, Seller's obligation to nomin;te and tender to Buyer the agreed BPR, DSIQ, NIQ,
and/or NSW on any Day shall be reduced to the extent tha_t'»Buyar,gives notice to Seller that it cannot
receive the BPR, DSIQ, NIQ, and/or NSW for any reason including Force Majeure, |
3.2 . In determining Buyer's BFR, DSIQ, NIQ; and/or NSW; the Parties agree. to adhere fo the. .
daily set up-and nomination procedures as specified in Exhibit B.of the Asset Management and Agency
Agreement between Buyer and Seller.

3.3 Unless excused pursuant to Section 3.1 hereof or by Force Majeure, if, on any Day Seller -

fails to Physically deliver quantities of gas adequate to meet the BPR for such Day, then Buyer's remedy« .-

shall be to obtain alternate supplies of Gas to cover the quantity of Gas not delivered by Seller (such: .. -

alternate supplies obtained by Bayer are referred to as "Deficiency Gas"). Buyer shall also be entitled to. *-

 collect from Seller an amount equal to the positive difference, if any, between the total costs incurred by .-

Buyer to obtain the Deficiency Gas, adjusted for commercially reasonable differences in transportation costs* -

to or from the Delivery Point(s), and the cost Buyer would have paid for such Deficiency Gas under this ~
Agreement. Buyer is under no obligation to utilize LNGW to obtain Deficiency Gas. If Buyer is mable.’;o
obtein Deficicncy Gas, then Buyer shall be entitled to pursue against Seller ali available remedies for breach
of this Agreement. If Seller fxils to meet the Physical inventory leve] requirements pursuent to Section 2(d) -
of the Asset Management and Agency Agreement and such failure is not .otherwise excused, then the .
remedies set fo:ﬁ in this subsection shall be aveailable to Buyer, if in Buyer's sole judgment, obtaining -
Deficiency Gas is necessary to ensure that the BSRR will be achieved or that winter inventory levels are at

satisfactory levels.




- 3.4 A breach of this Agreement by either Party may entitle the non-breaching Party to direct
damages, which shall be any costs incurred, or contractual entitlements that result from a breach of any of
the Ag‘reement by either Party. In the case of a breach by Seller, Buyer’s Direct Daxﬁ'ag&s include, but are
pot limited to (i) incremental commercially reasonable costs incurred by Buyer to find and secure an
alternate supplier for what would have been the remaining Term of the Agfeament, (ii) any positive

difference in the costs that Buyer would have incurred under the Agreements and the costs that Buyer incurs

. under any replacement agreement(s) for what would :ha.ve been thé remaining Term of the Agreement, or *

Gif) where applicable, the damages deiermiined uadér the Gas Purchase and Sale Agreement.

IV. Determination of Summer Period BSRR

4.1 Por each Summier Periad during the term of this Agreement consistent with Exhibit E, Buyer

“will Logically purchase and Seller will Logically deliver a quasitity of Gas designated the Summier Period -

* " BSRR for the services as listed #n Exhibit E calevlated using the Following equation:
Stniriér Period BSRR = BTIL - AIL + STF I
Where: '
" Swtmer Petiod BSRR = the BSKR to bé injecied during the Summer Period;
BTIL = Buyer's Target kuventory Level for each storage service as such targets are specified by

Buyer.

Summer Period at the time Buyer provides Seller with the required BSRR quantifies; and
SIF = Fuel(s) retained by Buyer’s Transporter and/or Storage Operator from the Receipt Point(s) inito
‘the 'app_limbla Cavern.
" All other storags fill shall be managed through Buyer’s scheduling of NIQ.
V.  Price

" AIL = Buyer's estimated inventory level in the applicable storage services on April 1 of each

o A ————
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5.1 The price per MMBtu for any quantity included in this Agreement shall be calculated as
follows:

(&)  For Buyer's MPR,

) All volumes shall be priced at the ﬂat FOM Index Price at the receipt points identified by
Buyer in the Most Cost Effective Transportation Path as set forth in Section 2.2. To the extent that the FOM
Index Price is unavzilable, the Parties shall mumally agree upon a price.

(i) In the event Buyer desires to purchase & portion of its MPR. on a fixed price basis, then the
Parties shall negotiate a mutually acceptable fixed price. )

() ForBuyersDPR,

" @v) Al volumes shall be priced at the DICOG at the receipt points identified by Buyer in the -
Most Cost Bﬁ'ectivc Transportation Path as set forth in Section 2.3. To the extent that the DICOG is -

unavailable, the Parties shall mutually agree upon 2 price.

" 5.2 Buyer shall be responsible to nominate gis fom Seller in 2 manner to fill storage asséts

" described in»;Secﬁ'tm 2.7(&). The price for Buyer’s BSRR for storage assets described in Sections 2%.7(b‘}an‘d T

(d) shall be tiie FOM Index Price at Buyer's Recéipt Points on the applicable pipe of receipt based upon a

rﬁtabIe injection. from May 1 through October 31. BTIL for each storage service shall be determined by .

‘Bﬁyer pﬁor to the commencement of each Summer Period and communicated in writing %o- Selier for’
‘management purposes pursuant to the terms of the Asset Management and Agency Agreement between the
Pmﬁes;

53 Daily supply /demand imbalances will be mana;ged through the use of Buyer's NNI or NNW
rights.

5.4  Charges for Logical storage gas withdrawn will be for fizels and variables only based on the
storage deemed to be withdrawn by Buyer in accordance with Section 2.2.

5.5 The price for Buyer's NIQ at the Receipt Point(s) to Buyer’s transport, if any, shall be priced

at the appropriate pricing depending upon whether MPR or DPR volumes are scheduled for injection.

10
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5.6 In the event the Parties must negotiate a mutually agreesble price for the volumes as
provided in this Section 5, Buyer shall bave the option to obtain price quotes for such volumes from third
parties, and Seller shall have the right to match the lowest quote obtained by Buyer. Otherwise, Buyer shall
have the right to purchase such volumes from third parties.

5.7  Asset Manager and CGC agree that gas sale and purchase transactions (for CGC’s own tse in

- . the form of storage fill or firm burn) which utilize index flat pricing (either first of month or gas daily) to -

deterimine the v'a'lue of commodity will be deemed to be at tite market s of that time and that the appropriate
 flat indexes will be the basis upon which revenus and cost will be calculated.

. VL Transportation and Penalties
6.1  Seller shall be respon;ibl_e for all transportation and. gathering upstream of Buyer's

Transporter necessary for Seller to deliver Gas to Buyer's Receipt Point(s). Seller shall also be respousible

. for all fransportation and gathering necessary for Seller to deliver TPG to Buyer's city gate or into ‘Buyer's

East Tgnnessee Receipt Points.
6.2  The rales, guidelines, and policies of the Transporter shall define and set forth the manner in
-which the Gas sold under this Agreement is measured and transported. Buyer and Seller recognize that the
receipt and delivery; on the Transporter's pipeline facilities, of Gas purchased and sold under this
Agreement shall be subject to the operational procedures of the Transporter as well as the terms of
Trausporter's transportation service agreement(s) with Buyer,

6.3 In the event the Transporter, or any other pipeline upstream or downstream of the Buyer's
Receipt Point(s), elects fo transport in accordance with the General Terms and Condifions of its then
effective FERC Gas Tariff, or equivalent state-approved tariff, which may allow the pipeline to (i) impose

penalties, scheduling fees, cash-out costs or similar charges fur imbalances, or {ii) clear»physical imbalance

by delivering Gas at a let loss to either Party (collectively "imbalance charges™), Buyer and Selier shall be

11




obligated to use their best efforts to avoid imposition of such imbalance charges. If during any month Buyer
or Seller receives an invoice from a transporting pipeline which is downstream of tht; Buyer's Receipt Points
that includes an imbalance charge, both Parties shall be obligated to use their best efforts to determine the
validity, as well as the canse, of such imbalances charges. If the Parties determine that the imbalance charge
was imposed as a result of Buyer's actions which shall include, but not be limited to, Buyer's failure to

accept from 2 transporting pipeline a daily quantity of Gas equal to the nominated quantity, adjusted for

. contractual NNW and NNI rights, not to exceed the MDQ, then Buyer shall pay for such imbalence charge, .

If the Parties determine that the imbalance charge was imposg;l as a result of Seller’s actions {(which shall
Jinclude, but not be limited fo, Seller’s failure to- deliver to a transporting pipeline a daily quantity of Gas

equal to the MDQ) then Seﬂer shall pay such imbalance charge. If the non-responsible party has paid or

- shall pay such imbalance charges, the responsible party shall reimburse the non-responsible Party no-later .

. than fifteen (15) days afier the non-responsible has delivered to the responsible Party a copy of the related:
invoice. |

6.4  Buyer and Seller recognize that the Transporter or pipeline :npsu-ea.m or downstream may be

. mufhorized to fsse Operational Flow Orders ("OFO"), .or - equivalent, however desoribed in the

Transporter’s FERC Gas Tariff, or any successor provision. Buyer and Seller also recognize that the

Transporter may issue an OFO that obligates the Buyer or the Seller to.take action that may be contrary to -

the terms of this Agreement, including, without limitation, the delivery and taking of gas in violation of

nomination procedures or in quantities contrary to prior nomif:ations made by Seller on Buyer's behalf. In

such event, Buyer and Seller agree that compliance with any duly authorized OFO will not- constitute a

breach of this Agreement, provided that: (i) the Party receiving an OFO nofify the other Parly as soon as

possible, and (i} the Parties use their best efforts to minimize the operational and economic consequences of

compliance with the OFO by all means at their disposal. This Section will not apply to the extent an OFO is
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issued to Buyer or Seller as a result of Buyer's or Seller's actions under any relevant provision of
Transporter’s FERC Gas Tariff In the event that Seller concludes that an OFO was improperly or
unlawfully issued by the Transporter with the result that Buyer suffers adverse consequences under this
Agreement, and in instances where Seller decides not to pursue any rights or remedies it may have against

the Transporter associated with the issuance of the OFO, Seller will, to the extent permitted by law or

‘regulation, assign any such rights and remedies to Buyer to the extent required to permit Buyer to take legal -
or regulatory action-against the Transporter. In the event an OFO is issued, Asset Manager agrees to first .

completely honor and satisfy CGC’s needs and requirements under this Agreement to the extent possible .

using the Assets covered by this Agresment before Asset Manager underiakes to deliver gas. to any-of its

. other markets or customers.

- VII. Payment
~71 (@ - On or before the tenth (10th) Day of each Month, Seller shall render to Buyer a
statement and invoice settiné fo;ﬂ: &e charges for gas delvered to Buyer which separately identifies any
and afl quantifies . attributable to Buyer's DPR, MPR, DSIQ, NIQ, and TPG during the immediately
preceding Month, separately identiﬁ_ed by category of storage services. Bayer shall pay the invoiced
_ amounts on or before the 25" day of such month. prresmtatfon of a statement by either Party is delayed
after the tenth Day of a Month, then the time for payment shall be extended 2 corresponding pmod of time,
unless the other Party is responsible for such delay.
(b) Amounts that Seller may owe Buyer under this Agreement, shall be inveiced and paid in
accordance with the procedure established in this Section.
7.2  Invoices shall be sent to Buyer at:
Chattanooga Gas Company
¢/o AGL Services Company

Atin: Gas Accounting
P. O. Box 4569
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Location 1180
Atlanta, GA 30302-4569
Phone: (404) 584-4508

. Telecopy: (404) 584-4233

Invoices shall be sent to Seller at:

7.3 If Buyer presents to Seller reasonable evidence supporting Buyer's good faith belief that the
~amount of the invoice is incomect, Buyer shall paty the undisputed amount. If Seller can demonstrate; t6
'Buyer's reasonable safisfaction, that Buyer's position is incorrect, Buyer shall immediately pay - any

remaining amount owed. Lafe payments and all amounts witkheld by Buayer aud subsequently

acknowledged or determined to be owed shall bear interest running from the original due date nntil paid ata -
rate-equal to the then effactive base rate-on corporate Joans posted by commercial United States banks and!

‘Jisted under “Pritne Rate™ published vinder thie séction “Monsy Rates” by The Wall Street Journal (Bastém

_Edition) on the first business day of the relevant Month. Should Buyer fail to pay undisputed amounts when

due, and such failute continues for a period of thirty days or more, Seller shall be entifled to suspend

deliveries of Gas to Buyer upon the fumishing of written notice of suspension to Buyer, Seller shall resume =

deliveries of Gas to Buyer no Iater Ihaﬁ forty-eight hours following Buyer's payment of all undisputed
amounts then due. - N

7.4  If either Party discovers that the amount billed in any statement or paymient rendered under
this Agreement is incorrect, such inaccuracy shall be adjusted within thirty days of its discovery, together
with interest at the rate provided for in Section 7.3. No adjustments shall be made for any inaccuracy not
claimed within twenty-four months of the date of the original statement. A Party's rights under this section

shall survive termination of this Agreement.
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7.5  The Parties shall each preserve all test data, meter records, charts and other similar records
pertaining to Gas sold and delivered vnder this Agreement for a period of at least three years following the
termination of this Agreement. Upon at least twenty-four hours advance notice, each Party shall have the
tight during normal business hours to examine the books and records of the other Party to the exient

' ﬂec&sary to verify the acouracy of any statement, charge, comptitation, or demand made under or pursuant

© to this Agreement. A Party's rights under this section shall survive for three years following the termination - -

of this Agreement. .
YIII. Adeguate Assurance
8.1 . The Adequate Assurance Provisions in the Asset Manegement and Agency Agreement
-shall also apply to.this Agreement. ' ‘

.-+ IXi Responsibility
9.1 .- Tide to Gas delivered under this Agréement (other than TPG) shall pass from Seller to

- ‘Buyer at the Receipt Poin(s) into Buyer's transportation. . Title to TPG- delivered under this Agreement shall = - i

pass from Seller to Buyer at Buyer’s city gate or into Buyer’s East Tennessee Receipt Points, as applicable.

As between the Parties, Seller shall be deemed to be in- control and possession of the Gas delivered to the - = -

Receipt Point(s) (or Buyer’s city gate and/or Buyer’s Eeast Tennessee Receipt Pointsin the case of TPG) and:

shall be responsible for any damage or injury caused by the Gas until it has been delivered to or for the

account of Buyer at the Receipt Points (or Buyer's city gate and/or Buyer’s Bast Tennessee Receipt Points
in the case of TPG), after which delivery as it applies to this Gas Purchase and Sale Agreement Buyer shall

be deemed to be in custody of the Gas and responsible for any damage or injury cavsed by the Gas.
9.2 Except as provided in-Section VI above, all charges, expenses, fees, taxes, damages,
'injuﬁes, and other costs incurred in or attributable to the purchase and transfer, transportation, hendling, and

sale of the Gas delivered in accordance with this Agreement prior to, and including, delivery to Buyer at the
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Receipt Points (or Buyer’s city gate and/or at the Buyer’s East Tennessee Receipt Points in the case of TPG)
shall be the responsibility of Seller. As between the Parties, Seller shall indemnify, defend, and hold Buyer
harmless from all such charges, expenses, fees, taxes, damages, injuries, and éther costs.

9.3 Except as provided in Section VI above, all charges, expenses, fees, taxes (including sales,

or tranisfer taxes-and any other taxes levied on or in connection with the transactions under this Agreement

by the state, or other government subdivision, in which the Gas is consumed or otherwise used regardless of

the point at which the tax is assessed), damages, injuries, and other costs incurred in or atfributable fo the -

- downstream purchase and transfer, transportation, and handling of the Gas delivered in accordance with this

Agresment, occurring after delivery of Gas to Buyer at the Receipt Points (or Buyer’s city gate-and/or-at the:. - .« |-

Buyer’s East Tepnessee Recelpt Points in the case of TPG) shall be the responsibility of Buyer: As between

the Parties, Buyer shall indemnify, defend, and hold harmless Seller from ail such charges, cxpenses, fees, -

 taxes, Gamages, injuries, and other costs. In the event Seller is required by law.to collect any such taxes,-and-- < . "

., Buyer claims an exemption from. the taxes, Buyer shall, upon Seller’s request, farnish Seller with a-capy: of
. Bayer's exemption certificate. -
9.4 - Except as provided in Article XV below, Buyer wamants that it has all necessary
regulatory approvals and authorizations for its purchase of Gas from Seller under this Agreement.
95  Except as provided in Article XV below, Seller warrants fhat it has all necessary
- regalatory approvals and authorizations for its sale of Gas to Buyer under this Agreement.
X, Tem
* 10.1 -The Term of this. Agreement shall comréspond with the Term of the Asset Management and
'Agency Agreement. ' ‘
‘XL Quality and Measurement
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11.1 Gas delivered by Seller to the Receipt Point(s) shall meet the quality and pressure
specifications set forth in the Transporter's gas tariff on file with the FERC, If Gas-delivered by Seller tothe -

Receipt Points is rejected by the Transporter for failure to meet its quality specifications, Buyer shall be.. -

relieved of the obligation to-receive such Gas. TPG delivered by Seller to Buyer’s city gate shall mest the .

quality and pressure specifications set fosth in the Transporier's FERC gas {ariff. To the extent that the TPG -

-does not meet the quality specifications; Buyermay reject the Gas and shall be relieved of the obligation to -

- reéceive such Gas. Such event would not relieve Seller of its obligation to. deliver Buyer’s BPR, DSIQ or .
NIQ, if Buyer hes notified Seller on a timely basis and Seller is provided an.opporhuity.io cure. To the
- ‘extent that the Transporter accepts:Gas tendered by Seller for Buyer's account at the Receipt Points, Seller

shall be deemed to have fully complied with the quality specifications of this Agreement.
. 11.2 Buyer and Seller.agree that the volume and heating value of Gas sold and delivered

- - hereunder (other. than TPG) will be. measured at or near the Receipt Points by the Transporter; using .-

equipment owned or controlled by, and measuring procedures employed by the Transporter. Buyerand - . - .

Seller agree that the volume and heating value of TPG gas shall be measured at or near the Delivery Point of

the Buyer using the equipment owned or controlled by, and measuring procedures employed by -the

_ Transporter. The measurements made by the Transporter shall be accepted by Buyer and Sellér, provided, -

however, the measuring equipment and procedures used must conform to. the Transporter’s filed tariffs and -
to generally recognized industry standards.
XII. Processing
12.1  Subject to the guality specifications of Article X, Seller may process the Gas to remove
any Liquid Hydrocarbons or Liquifiable Hydrocarbons prior to the delivery of the Gas to Buyer at the

Receipt Points. In the event Seller elects to process the Gas, any hydrocarbons so removed shall be Seller's
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sole responsibility and all costs (inchiding additional transportation costs attributable to such processing)
shall be the responsibility of the Seller.
XIT1. Force Majenre
13.1  The-Force Majeure provisions of the. Asset Management and Agency Agreement, shall
also apply to this Agreement.

- XTIV, Seller's Warranties and Gas Supply Obligations -

-14.1 Seller warrants title or the right to deliver title fo all Gas sold by itto Buyer and that such Gas
- ig'free from all liens and adverse claims. Seller agrees to indemnify and hold Buyer harmless from, and with

respect to, all suits, actions, debts, accounts, damages, cosls, losses and expenses (including butniot limited -

- fo reasonable attomneys® fees) arising from or ot of any adverse claims of any and all persons related fo fitle

- fo such Gas;: B

+ 14.2° Selleragrees to take all reasonable efforts to assure that the Gas supply coritracts entered info - -

" by Seller to satisfy Biyer’s firm requirements are administered in a manner that will assure the satisfactionr

of Seller’s sbligations pursuanit to the terms of this Agreement. -

XV. Governmentsl Avthorizations

151 This Agreement is subject to all ‘valid laws, orders, rules and/ér regulations of any and all’
- - duly constitated governmental authorities, Federal, Stite or local, to the extent such laws, regulations, and. . - |

orders are applicable and effective from time to time; provided, however, that if any such governmental -

duthority shall take any action or assext any jurisdiction whé.rebj,' the sale, delivery, receipt, or use of Gas as
contemplated hereunder will be subjected to terms, conditions, or restraints that in the sole judgment of the
Party affected ere unduly burdensomé or unaccepteble, then such Party, within thirty (30) days after
. leaﬁzitlg of such action or asserfion of jurisdiction, may cancel and terminate this Agresment effective one

day prior to the effective date of such governmental action. In the event of such termination, the Partics
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agree that all Gas received by Buyer hereunder prior to cessation of deliveries shall be paid for by Buyer at
the rate in effect immediately prior to the termination of this Agreement and that any existing fixed price:
transactions will be liquidated at current market vatues and appropriate adjustuents will be made as agteed
to by the Parties. If the Parties cannot reach an agreement, the procedure set forth in Section 21 will be
followed. Provided furtber, to the extent Seller has not delivered the full volume of Gas paid for by Buyer,

Selier shall be.obligated to deliver such Gas to Buyer within thirty (30) days of such termination.

15:2. - Upon execution of this Agreerent, each of the Parties agrees to sesk such govemmient ° -

certificates, permits, licenses and authorizations which, in its sole discretion, it deems necessary to perform

its obligations under this Agreement. . -

15.3 Upon execution of this Agreerment, and from time to time throughout its term, each of the - . -

- Parties ‘shall make ell filings required by any regulatory bodies having jurisdiction over the activities

‘covered by this Agreement and upon request of the other Party shall promptly providc.-v copies of such to the-

other Party.

154 Neither Party will knowingly enter into agreements nor undertake any activities or filings -

that would interfere with or frusirate the other Party's efforts to obtain the necessary regulatory approvalsto -

fulfill its obligations under this Agresment.
16,1 The Asmgnment provisions in the Asset Management and Agency Agreement shiall also
apply to this Agreement.
XVI. Curtailment

17.} I the event of Force Majeure that causes Seller to curtail its deliveries under this Agreement,

Seller will perform its cbligations under this Agreement prior to supplying any inferruptible ‘sales

undertaken by Seller in accordance with the Asset Management and Agency Agreement between Seller and

15
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Buyer. Seller shall be obligated to curtail deliveries to third party interruptible sales customers prior to
curtailing any deliveries o Buyer, in the event, and only to the extent, that such curtailment increases the
supply of gas available for delivery to the Receipt Points (or Buyer's city gate and/or Buyer's East
Tennessee Receipt Points in the case of TPG). Notwithstanding the foregoing, nothing in this Section shall
e construed to require Seller to curtail deliveries to sales customers on a pipeline other than Transporter

and to divert the-curtailed quantity of Gas to Buyer if such diversion of Gas would result in a breach or -

violation of a firm sales agreement between Seller and any other firm sales customer on a pipeline other - ..,

than Transporter.
XVIL - Confidentality

18.1 . The Confidentiality provisions in the Asset Management and Agency Agreement shall also . . .
apply to this Agreement.

XIX. Miscellaneons . -

19.1 No waiver by either Party of any one or more defiulis by the other in the performance of any
provisions of this'Ag_reemmt shall operate or be construed as a wajver of any other defanlt or defaults,
whether of a like or of a different character.

192 If any provision of this Agreement is determined to be invalid, illegal or otherwise
unenforceable for any reason by & court of competent jurisdiction, the remaining terms. and conditions of
- this Agreement shall remain in full force and effect to the fullest extent permitted by law. In such an event,
the Parties agree to make a good faith effort to replace the affected provisions.

XX. Other

20.1 Buyer shall not be liable f& punitive, exemplary, consequential or incidental damages arising

from any breach or defanlt under this Agreement or from any act or omission under or in connection with

this Agreement except as otherwise set forth herein or in the Asset Management Agreement. However, no




provisions in the Agreement shall release Seller from punitive, exemplary, consequential or incidental
damages und& this Agreement, in tort {inclnding negfigence and strict Hability) or otherwise, arising from
Seller's failure to perform its obligations to Buyer.

20.2 Buyer reserves the sight to direct Seller to purchase gas for a longer term than one month

and/or to allow Buyer discretion to implenient any financial hedging program accepted or approved by the

- TRA. Buyer will separately manage any finaficial hedging that may be associated with such. hedging -

t

‘20,3 The failure of a Party to give notice to eny other 'Party or to take any other steps in exercising
anty right, or in respect of the breach or not of ahy provision of this Agreement, shall not operate as a waiver
of that right, breach or 15rovisibn nor shall any single or partial exercise of any right preclude‘ any other or
future exercise of that right or the exercise of any other right, whether in law or in equity or otherwise. -

XXI. Issue Resolnfion

21.1 ‘The Issus Resolution provisions of the Asset Management and Agency Agreement shall also ™

apply to this Agreement.
. " XXII. Coeperation
22.1 The Cooperation provisions in the Asset Management and ‘Agency Agreement shall alsa

apply to this Agreement. -

TN WITNESS WHEREOF, the Parties have cansed fhis Agreement to be duly executed as of the day

and year first written above, by their duly avthorized Representatives.

SELLER: - ~ BUYER:
N CHATTANOOGA GAS COMPANY
BV’%L{ . | By: _ggg« M |
] ‘egsioaT

.

ﬁp@e&k pnz&lcs«m{’
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EXHIBIT D

All Net Margin, attributable to the fransactions which use the Company’s Assets, shall be
remitted to the Company in accordance with Section 4 of the Asset Management and Agency ¢
Agreement, The Parties agree that the computation of Net Margin shall be determined as _ 3
follows:

Net Margm (Revenue - Cost) + Recogmzed Fmancxals +LCM adJushnents -Fees—TVM -
Other Fees as designated by the TRA where:

Revenne - - . = gross revenue attributeble to use of
Company Assets (revenue from
BSRR shall be calenlated based upon
actual volumes injected)

Cost = total cost attributable Asset i
Manager’s commodity costs for fixed P
price, FOM Index Price and DICOG )
supply '

Recognized financials - = financial iransactions expiring during
 orprior to current period

Lower of

Cost or market (LCM) . . .

Adjustment to inventory = adjustment recorded to inventory to .
. reflect cost being higher than market. i

Fees. , = injection, withdrawal, and transport
' fuel charges and any variable costs
including surcharges

Time Value of Money (TVM) = Asset Manager’s intercompany ¢ost
: of funds (which approximates Asset
Manger's weighted average cost of
capital) inenrred on the use of
money to effectuate injection of gas
into storage and parking of that gas
until it is withdrawn and sold

Other Fees = such costs that the TRA may
’ ' : - determine from time to time which
relate to this sharing arrangement and
should be reflected in the “Net
Margin” determination
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