BISON PIPELINE, L.L.C.

PRECEDENT AGREEMENT

FOR THE BISON PIPELINE PROJECT

PRECEDENT AGREEMENT

FOR THE TRANSPORTATION OF NATURAL GAS

ON THE

BISON PIPELINE PROJECT


This Precedent Agreement dated this ______ day of ________, 2001 evidences the agreement between Bison Pipeline, L.L.C. (“Transporter”) and ______________ ______________________________________ (“Shipper”), upon fulfillment of the conditions precedent set forth herein, to enter into a firm transportation service agreement (“Transportation Agreement”) as further described below under which Transporter proposes to provide firm transportation service for Shipper upon Transporter’s installation of certain facilities (hereinafter referred to as “Bison Pipeline Project”) extending from the Powder River Basin near Gillette, Wyoming to an interconnection with the existing facilities of Northern Border Pipeline Company (“Northern Border”).


WHEREAS, before Transporter can apply for regulatory approvals and permits to construct and operate the Bison Pipeline Project, Transporter must evaluate the capacity requested by shippers; and


WHEREAS, Transporter has conducted an Open Season for the purpose of receiving bids for capacity on the Bison Pipeline Project; and


WHEREAS, Shipper submitted a bid requesting capacity in the Open Season conducted by Transporter for the Bison Pipeline Project; and


WHEREAS, Transporter seeks to obtain and verify commitments from shippers who submitted Open Season bids for firm transportation capacity on the proposed Bison Pipeline Project.


NOW, THEREFORE, in consideration of the above, Transporter and Shipper hereby agree as follows:

1.
Transporter and Shipper propose to enter into a firm Transportation Agreement, substantially in the form of the pro forma Transportation Agreement attached as Schedule A, hereto, which shall be subject to all of the terms and conditions of Transporter’s Federal Energy Regulatory Commission (“FERC”) Gas Tariff (“FERC Tariff”), as may be revised from time to time, and all rules and regulations of governmental authorities having jurisdiction.  The Transportation Agreement shall provide for the transportation of natural gas from the point of receipt to the point of delivery as set forth on Appendix A attached to the Transportation Agreement.

2.
Rates to be charged pursuant to the Transportation Agreement and FERC Tariff shall reflect the rate election by Shipper, as indicated in Schedule B, hereto, and the Rate Principles set forth in Schedule C, hereto.

3.
Service under the Transportation Agreement shall be for a term of ________ years commencing on the in-service date of the Bison Pipeline Project.

4. The Total Maximum Delivery Quantity (MDQ) of gas to be transported under the Shipper’s Transportation Agreement shall be _____ Dekatherms per day, as indicated in Schedule B.

5.
This Precedent Agreement obligating Transporter and Shipper to enter into the above-described Transportation Agreement and obligating Transporter to provide and Shipper to receive the proposed service is expressly subject to:

(i)
The receipt by Transporter of all approvals required to construct the Bison Pipeline Project and effectuate the proposed service hereunder including all necessary authorizations from federal, state, local and/or municipal agencies or other governmental authorities.  It is expressly understood that all such approvals shall be in a form and substance satisfactory to Transporter, and shall be final before the respective governmental authority and no longer subject to appeal or rehearing unless Transporter waives the requirement that the approval be final.  Nothing herein shall preclude Transporter and Shipper from entering into the Transportation Agreement prior to the receipt and/or finality of all regulatory approvals herein described.  In the event Transporter for any reason does not receive all necessary approvals, in a manner which allows construction to be completed by November 1, 2003, the in-service date of the Bison Pipeline Project will be as soon as possible thereafter.  Transporter shall have no liability or obligation to Shipper as a result of the delay.

(ii) Shipper providing the necessary credit support and documentation in accordance with the credit requirements as prescribed below.

Shipper shall establish creditworthiness, as determined by Transporter in a nondiscriminatory manner, under a Transportation Agreement by providing one of the options below.  Shipper’s level of service shall be considered in such creditworthiness evaluation.
(a) Current financial reports and other information, such as Securities and Exchange Commission filings, annual/interim reports, credit/debt rating information, and bank/trade references.  Transporter shall apply consistent evaluation practices in determining working capital, cash flow, profitability trends, net worth, debt and asset management, and overall financial conditions;

(b) a guaranty from a creditworthy party;

(c) an irrevocable, standby letter of credit from a creditworthy bank for an amount equal to twelve (12) months of contracted obligations; or

(d) other security as is acceptable to Transporter.

(iii)
The right of Shipper to terminate the Precedent Agreement within ten (10) days of Transporter receiving authorization from the FERC to construct and operate the Bison Pipeline Project only if such FERC authorization order materially and adversely modifies the transportation service proposed by Transporter and agreed to by Shipper, all as more fully described in Transporter’s certificate application filed with the FERC; provided further that Shipper shall have the right at any time to terminate the Precedent Agreement if such FERC authorization order has not been issued by April 1, 2003, which termination right shall be exercised by written notification to Transporter no later than April 15, 2003.

(iv)
The right of Transporter at any time to terminate this Precedent Agreement and any resulting Transportation Agreement and to decline to file for, or withdraw, any requests or applications for regulatory approvals, or to not accept any resulting approvals, if Transporter determines, in its sole discretion, that the Bison Pipeline Project is not economically viable.

6.
In order for Transporter to evaluate the commitments that shippers are willing to make and thus determine the feasibility of the project and the engineering design and size of the Bison Pipeline Project, Transporter is seeking a commitment from potential shippers, through Precedent Agreements, similar to this Agreement.  It is expressly understood by the parties that unless Transporter receives Precedent Agreements from shippers obligating such shippers to enter into Transportation Agreements for a certain capacity to be determined by Transporter to economically justify the Bison Pipeline Project, Transporter shall have no obligation to proceed with the Bison Pipeline Project and shall incur no liability in connection with any decision by Transporter to decline to file for or accept regulatory permits or approvals.  A decision by Transporter not to proceed with the Bison Pipeline Project and not to file for or accept regulatory permits or approvals shall result in termination of this Precedent Agreement by Transporter upon written notice to Shipper.

7. Shipper and Transporter will expeditiously and in good faith undertake all reasonable actions to satisfy all terms and conditions of this Precedent Agreement.  Shipper shall not take or maintain any action inconsistent with the certification of the application for the authorization of the Bison Pipeline Project.  Shipper may not assign this Precedent Agreement, without prior written approval of Transporter.
8. This Precedent Agreement and the Transportation Agreement contemplated herein and the terms and conditions thereof are subject to all valid laws, orders, rules and regulations of duly constituted authorities having jurisdiction and are subject to any and all receipts of such authorization as may be required for the construction of the Bison Pipeline Project and the service contemplated herein.

9. Subject to the terms and conditions of this Precedent Agreement, Transporter and Shipper hereby agree to execute the Transportation Agreement described above, within ten (10) days after notice by Transporter that all conditions of this Precedent Agreement have been satisfied or duly waived.

10. Upon Transporter’s receipt of all approvals satisfactory to Transporter and subject to the terms and conditions of this Precedent Agreement, the Transportation Agreement and all applicable legal/regulatory requirements, Transporter will install the Bison Pipeline Project to provide service contemplated hereunder.

11. AS TO ALL MATTERS OF CONSTRUCTION AND INTERPRETATION, THIS PRECEDENT AGREEMENT SHALL BE INTERPRETED, CONSTRUED AND GOVERNED BY THE LAWS OF THE STATE OF NEBRASKA.

The parties hereto have executed two duplicate original copies of the Precedent Agreement to indicate their acceptance.


“SHIPPER”





BISON PIPELINE, L.L.C.
By: _______________________________

By: ________________________________

Title: _____________________________

Title: _______________________________

SCHEDULE A

FORM OF TRANSPORTATION AGREEMENT

TRANSPORTATION AGREEMENT

FOR FIRM TRANSPORTATION OF NATURAL GAS

BISON PIPELINE PROJECT

This TRANSPORTATION AGREEMENT FOR FIRM TRANSPORTATION OF NATURAL GAS (“Transportation Agreement”) is made and entered into this _____ day of _______________ between:

BISON PIPELINE, L.L.C. (“Transporter”),

and

______________________, (“Shipper”).

Witnesseth:  That in consideration of the mutual covenants contained herein the parties agree as follows:

Section 1.
Service to be Rendered

Transporter shall perform and Shipper shall receive service on the Bison Pipeline Project in accordance with the provisions of Transporter’s effective FT Rate Schedule, the applicable General Terms and Conditions of Transporter’s Federal Energy Regulatory Commission (“FERC” or “Commission”) Gas Tariff on file with the Commission as the same may be amended or superseded in accordance with the Rules and Regulations of the Commission, and the terms of Appendix A, attached and incorporated by reference hereto.

Section 2.
Term

Service under this Agreement shall commence upon the commissioning of the Transporter’s facilities for a primary term of ____ years from the commencement of service.  Subject to the requirements of 18 C.F.R. § 284.221(d), pregranted abandonment shall apply upon termination of this agreement.

Section 3.
Rates

Shipper shall pay the currently effective recourse rates set forth in Transporter’s effective FT Rate Schedule, as such rates may be revised and superceded, subject to Commission approval, from time to time unless Shipper has executed a Negotiated Rate Agreement in accordance with the Tariff.
Section 4.
Notices

Notices to Transporter under this Agreement shall be addressed to:

Bison Pipeline, L.L.C.
1111 South 103rd Street
Omaha, NE 68124-1000

Attn:
Marketing Department
Fax:
(402) 398-7914
Section 5.
Superseded Agreements

This Transportation Agreement supersedes and cancels as of the effective date hereof the following agreements:




IN WITNESS WHEREOF, the Parties have duly executed this Transportation Agreement in several counterparts by their duly authorized officers with effect as of the day first above written.


BISON PIPELINE, L.L.C.
[Date of Execution]
Per:
_____________________________

Per:
______________________________


SHIPPER

[Date of Execution]
Per:
_____________________________


Per:
______________________________

Appendix A to Transportation Agreement No. _______

Under Rate Schedule ____ Between

Bison Pipeline, L.L.C.

and

____________________________
Contracted transportation path:


Receipt Point 



___________________


Delivery Point



___________________


Maximum Delivery Quantity 

___________________  Dekatherms/day1



SCHEDULE B

BISON PIPELINE, L.L.C.

OPEN SEASON CONTRACTED CAPACITY

FOR THE BISON PIPELINE PROJECT

I.
Rate Election

Shipper Name:
_________________________________________


Primary Term:

_____________________________

Rate Election: 1
_____________________________



Negotiated2 
or Recourse
II.
Contracted Capacity Subscription

Contracted Capacity Subscription:
____________________________


(Excludes Fuel Requirements)
Dekatherms/day



 Receipt Point:
____________________________


Delivery Point:
____________________________


Date:
____________________________







SCHEDULE C

RATE PRINCIPLES


Shippers will be required, as part of the Open Season and in connection with the execution of Precedent Agreement, to elect either the negotiated or recourse rate option, as described below.  The rate election by Shipper shall be binding and not subject to change.
Negotiated Rates:
Consistent with the FERC’s Negotiated Rate policy, Shippers electing negotiated rates agree to pay such rates without regard to any action or determination of the FERC with respect to the proposed cost-based recourse rates. The negotiated rate reservation charge prescribed below will apply on a per unit-of-contracted capacity basis.  In addition, Shippers will pay a commodity or usage charge for volumes actually shipped, plus the FERC annual charge adjustment and “Company Use Gas” (i.e., fuel and lost and unaccounted for volumes), provided in kind.  The major elements of negotiated rates will be as follows:

1.
(a) For service from Deadhorse, Wyoming to McCabe, Montana, the negotiated reservation charge for firm transportation service on the Bison Pipeline Project, is $.22 per dekatherm/day.






(b) For service from Collums, Wyoming to McCabe, Montana, the negotiated reservation charge for firm transportation service on the Bison Pipeline Project, is $.19 per dekatherm/day.  

(c) For service from Moorehead, Montana to McCabe, Montana, the negotiated reservation charge for firm transportation service on the Bison Pipeline Project is $.17 per dekatherm/day.

2.
There will be a commodity or usage charge which will recover all of those costs that vary with volumes actually shipped, for the primary term and any extension of the primary term of the Transportation Agreement.  The commodity charge is $ .003 per dekatherm/day, plus the FERC annual charge adjustment.

3.
Company Use Gas will be recovered on an in-kind basis. 

Recourse Rates:
Shippers electing recourse rates agree to pay such rates, subject to changes determined by the FERC from time to time.  Recourse rates will be cost-based rates, based on actual construction costs (presently estimated at $210 million) filed with and approved by the FERC, pursuant to the Natural Gas Act or successor legislation.  Consistent with FERC’s current policy, recourse reservation rates will be calculated on a per unit-of-capacity basis to provide for recovery by the Transporter of its fixed costs of service; commodity or usage rates will recover variable costs, plus the FERC annual charge adjustment and Company Use Gas, provided in kind.  The major elements in determining the cost of service for recourse rates are expected to be as follows and such may be adjusted from time to time as approved by FERC:

1.
Transporter’s actual capital structure, as determined by the financing of the Bison Pipeline Project, as may be adjusted from time to time.

2.
A cost of debt calculated using an interest rate equal to the weighted average of the actual costs of Transporter’s debt.  Changes in Transporter’s actual weighted average cost of debt shall be reflected in the Transporter’s rates from time to time.

3.
Initially, a rate of return on equity of 14.25%, as may be adjusted from time to time.

4.
Income taxes will be calculated on a normalized basis, utilizing the federal and state corporate tax rates, on income derived from pipeline operations.

5. Depreciation will be based on a 25-year project life.  Transporter will utilize an annual depreciation rate on transmission plant of 4% for rate purposes, as may be redetermined from time to time.
6.
Operations and maintenance expenses, taxes, other than income, and any other expenses that are included for cost recovery under recourse rates will be included.
7.
The recourse reservation charge will initially be calculated based upon certificated capacity.

8.
There will be a commodity or usage charge which will recover those costs that vary with volumes actually shipped.

9.
Company Use Gas will be recovered on an in kind basis.

It is anticipated that the application of these elements may result in the initial rates of:
(a)  For Service from Deadhorse, Wyoming to McCabe, Montana, the initial estimated 100% load factor recourse reservation charge for firm transportation service, based on the above, at 500 Dekatherms/day, is $.26 per Dekatherms/day, plus Company Use Gas and the FERC annual charge adjustment, effective November l, 2003.  

(b) For service from Collums, Wyoming to McCabe, Montana, the initial estimated l00% load factor recourse reservation charge for firm transportation service, based on the above, at 500 Dekatherms/day, is $.23 per Dekatherms/day, plus Company Use Gas and the FERC annual charge adjustment, effective November l, 2003.
(c)    For service from Moorehead, Montana to McCabe,
Montana, the initial estimated l00% load factor recourse reservation charge for firm transportation service, based on the above, at 500 Dekatherms/day, is $.20 per Dekatherms/day, plus Company Use Gas and the FERC annual charge adjustment, effective November l, 2003.
Interruptible 

Transportation:
Interruptible transportation service will be offered, to the extent capacity is available, in accordance with the terms of Transporter’s Tariff.  The maximum rate for interruptible transportation service shall be the 100% load factor derivative of the recourse rate for firm transportation service.  

Measurement

  and Balancing:
All receipts will be measured by volume and heat content.  Each Shipper’s receipts, less allowable Company Use Gas, will be balanced on a heating value basis at delivery points.






















































1 Does not include fuel.


1   	In accordance with the terms of the accompanying Precedent Agreement. Shipper recognizes the binding nature of the Rate Election reflected in this Schedule B.


2 	If Negotiated Rate is selected, Primary Term must be a minimum of 10 years.
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