DRAFT 8/4/99

COMPRESSION AND FACILITIES MANAGEMENT AGREEMENT

This Compression and Facilities Management Agreement is entered into as of _________, 1999 (together with all schedules, appendices and exhibits, if any, hereto attached and made a part hereof, this "Agreement"), between HANOVER COMPRESSOR COMPANY, a Delaware corporation ("Hanover"), and ENRON MIDSREAM SERVICES, L.L.C., a Delaware limited liability company  ("Enron"), each a "Party" and together the "Parties". 

WHEREAS, 
Enron desires to engage Hanover to supply equipment for, and operate and maintain certain compression facilities and pipeline facilities associated with its or its affiliates natural gas gathering system associated with the Fort Union Gathering Header in the Powder River Basin in Wyoming; and  

WHEREAS, Hanover desires to supply such equipment and operating services; and

WHEREAS, the Parties desire to enter into this Agreement in order to set forth the general ____________ and determination of specific terms for Hanover's supply of the above-referenced equipment and services.

NOW THEREFORE, the Parties hereto acknowledge and agree as follows:

ARTICLE 1.   DEFINITIONS

1.1

Definitions.
All capitalized terms used in this Agreement have the meanings set forth below: 


"Administrative Services" shall have the meaning set forth in Section 2.1 of this Agreement.


"Affiliate" shall mean any of Enron's parent or affiliated companies.


"Compression Fee" shall mean the value described as the Compression Fee in set forth in a given System Schedule.


"Compression Services" shall have the meaning set forth in Section 2.1 of this Agreement.


"Compressor Inventory" shall mean all compressor drivers, compressors, packaged driver/compressor units, and equipment appurtenant thereto, which is prudently held from by Hanover to serve its customers compression requirements.


"Consumables" shall mean all materials reasonably required to perform the Compression Services and, when applicable the Pipeline Services, including, glycol, filter elements, studs, gaskets, desicants, lubricants, oils,  and solvents.

"Emergency"
shall mean a situation that may threaten to cause loss of life or damage to property or otherwise render the Equipment or any part thereof incapable of continued operation.

"Equipment" shall mean a driver and compressor package (reciprocating or screw) and all appurtenant equipment physically attached to the driver and compressor package skid.

"Force Majeure" shall mean any act that (a) renders it impossible for the Parties to perform their obligations under this Agreement, (b) is beyond a Party's reasonable control, (c) is not due to a Party's fault or negligence and (d) cannot be avoided by the exercise of due diligence, including the expenditure of any reasonable sum of money, taking into account Enron's investment in their gathering facilities in the Powder River Basin, all available insurance proceeds, and Enron’s reliance on the Services.  Subject to the satisfaction of the conditions set forth in (a) through (d) above, Force Majeure shall consist of the following types of events: natural phenomena, such as storms, floods, lightening, earthquakes, hurricanes, tornadoes, fires, wars, civil disturbances and sabotage.  In no event shall Force Majeure include economic hardship or changes in market conditions.

"Fort Union Gathering Header" shall mean the Fort Union Gas Gathering, L.L.C. facilities, located in Campbell and Converse Counties, Wyoming. 
"Governing Bodies" shall mean Federal, state, county, or other regulatory agency that exercises jurisdiction over the Hanover, Enron, the Services, or the Equipment.


"HP" shall mean one (1) horsepower.

"Law" means, collectively, any law, statute, rule, regulation, ordinance, order, directive, code, jurisdictional, legislative or regulatory interpretation, judgment, decree, injunction, writ, permit, license, authorization, or any decision issued by or agreement with entered into by any Governing Body.


"On-Site Facilities" shall have the meaning set forth in Section 11.1 of this Agreement.


"Pipeline Facilities" shall mean the natural gas pipeline system and appurtenances thereto, cathodic protection equipment and such easements and other rights in land which Enron or its Affiliate owns, each of which is to be more specifically described on a System Schedule, which are to be operated by Hanover in accordance with Section 11.2 of this Agreement. 


"Pipeline Services" shall have the meaning set forth in Section 2.1 of this Agreement.


"Pipeline System" shall mean all of Enron's or its Affiliate's natural gas pipeline systems and appurtenances thereto, cathodic protection equipment and such easements and other rights in land in the Powder River Basin that are physically connected to the Equipment and are operated by Hanover hereunder, or a third party.


"Powder River Basin" shall mean the natural gas production area as more specifically described in Exhibit "B" hereto attached.


"Primary Term" shall have the meaning set forth in Section 3.1.


"Repair and Replacement Schedule" shall have the meaning set forth in Article 9.

"Schedule In Service Date" shall mean the date that the Equipment on a specific System Schedule is capable of being placed in service and compressing natural gas.


"Schedule Term" shall have the meaning set forth in Section 3.1.


"Site" shall mean the flat and level area encompassed within a fence structure which is suitable in size and condition for the installation and operation of the Equipment and On-Site Facilities as specified in a given System Schedule, an example of which, together with a typical On-Site Facilities layout, being shown in Exhibit "E" hereto.


"System Schedule" shall mean an operating and equipment schedule substantially in one (1) of the forms in Exhibit "A" hereto, which identifies single unit of Equipment and the On-Site Facilities associated with that Equipment and, when applicable, a discrete segment of Enron's Pipeline Facilities in the Powder River Basin connected to that Equipment and On-Site Facilities for which the Services hereunder shall be performed by Hanover.


"Term" shall, as to the Agreement, mean the Primary Term and any extension thereof and as to any System Schedule, the Schedule Term applicable thereto.


"Year 2000 Ready" shall mean capable at all times, without additional human intervention or additional programming, of correctly processing (and, if applicable, calculating, comparing, and/or sequencing), storing, retrieving, inputting and outputting calendar, date, and time data before, on, and after January 1, 2000 (and correctly handling each leap year); the dates shall be in a format with a 4-digit year field (for example, 2000 or 2001 rather than 00 and 01) or shall use an alternate technique to achieve equivalent accuracy, response time and throughput.

1.2
Divisions, Headings, and Index.  The division of this Agreement into articles, sections and subsections, and the insertion of headings and any table of contents or index, if any, are for convenience of reference only, and shall not affect the construction or interpretation hereof.

1.3
Industry Usage.  Words, phrases or expressions which are not defined herein and which, in the usage or custom of the business gathering compressing and/or treating natural gas have an accepted meaning, shall have that meaning.


1.4
Meanings.  Unless the context otherwise requires, words implying the singular include the plural and vice versa, and words implying gender include all genders.  The words "herein", and "hereunder" and words of a similar nature refer to the entirety of this Agreement, including any and all Exhibits and Schedules incorporated into this Agreement, and not only to the Section in which such use occurs.  When used herein "including" shall mean including without limitation.


1.5
System Schedule Terms.  Any capitalized term used in the body of this Agreement and not defined herein, shall have the meaning defined in the Form of System Schedule attached hereto as Exhibit "A".



1.6
Conflict.  In the event of any conflict between the provisions of this Agreement and those of any Exhibit or Schedule, the provisions of such Schedule or Exhibit shall prevail over the provisions of this Agreement.
ARTICLE 2.   GENERAL MASTER AGREEMENT

2.1
Master Contract.  Subject to and on the terms and conditions herein set forth, Hanover hereby agrees to provide Enron and its Affiliates (i) contract gas compression services meeting the type, quantity, volume, and pressure specifications requested by Enron and incorporating the equipment and Consumables, operating, and maintenance services specified by Enron (the "Compression Services"), (ii) pipeline operation and maintenance services, as and when requested by Enron in accordance with Section 11.2 of this Agreement (the "Pipeline Services"), and (iii) administrative services associated with the Compression Services and as and when requested by Enron, the Pipeline Services (the "Administrative Services", with the services described in (i), (ii) and (iii) collectively referred to as the "Services").  Enron hereby agrees to contract for the Services, in the manner set forth herein and in this Agreement.

2.2
Schedules.  It is contemplated by the Parties that separate equipment and facilities operating and maintenance "System Schedules" will be executed by Enron and Hanover from time to time hereunder as requested by the Enron for the purpose of setting forth the specific terms of Service to be provided for the Equipment, On-Site Facilities, and, when applicable, the Pipeline Facilities.  Each System Schedule shall be in substantially in one (1) of the forms set forth in Exhibit "A" hereto.  Upon execution each System Schedule shall be attached hereto and the provisions thereof shall become parts hereof.  Any and all Equipment described in any System Schedule in effect from time to time, including, without limitation, any and all Equipment that is exchanged as set forth in Section 12, shall be referred to herein as the "Equipment".  There shall be no limit to the number of Schedules that may be requested by Enron, executed by the Parties, and attached hereto.  

ARTICLE 3.   TERM


3.1
Term.
 The period for which the Services shall be provided pursuant to this Agreement (the "Primary Term") shall commence December 1, 1999 at 12:01 a.m. and continue without interruption through December 1, 2001 at 11:59 p.m.  The Agreement shall thereafter continue in effect from Month to Month, until terminated by either Party by the delivery of at least 30 days prior written notice to the other Party.  If the Primary Term has expired and a termination notice of the type described in the foregoing sentence is issued by either Party, this Agreement shall nevertheless continue in effect and apply to each System Schedule then in effect until the term of said System Schedule (a "Schedule Term") shall have expired.  Upon expiration of this Agreement (whether in total or as to a given System Schedule), any monies or other charges due and owing either Party shall be paid and any corrections or adjustments to payments previously made shall be determined and paid within 60 days.  Notwithstanding the foregoing, all indemnity and confidentiality rights and obligations hereunder shall survive the termination of this Agreement.


3.2
Schedule Term.  The Schedule Term for System Schedule shall be effective for an initial period of 2 years from the Schedule In-Service Date.  The Schedule Term shall then continue year to year thereafter unless Enron terminates such System Schedule with 30 days written notice to the Hanover prior to the end of a System Schedule's initial 2 year term or any successive period under this Section 3.2.  The Schedule Term shall continue year to year after the initial 2 year period up to a total of 10 years from the Schedule In-Service Date.  Unless otherwise agreed by the Parties or stated herein, all terms and conditions of a System Schedule shall remain the same throughout the Schedule Term.  If Hanover exchanges Equipment in accordance with Section 14 of this Agreement, the exchanged Equipment will continue under the System Schedule, and its associated Schedule Term, governing the original Equipment except that the original System Schedule shall be amended to reflect the Equipment exchange. 
3.3
Exclusivity of Services Term.  During the Primary Term of this Agreement, Enron agrees that Hanover shall be the sole and exclusive provider of the Compression Services for Enron's gathering facilities in the Powder River Basin which are directly connected to the Fort Union Gathering Header.  Upon expiration of the Primary Term, Enron shall, at its sole discretion, be free to solicit bids from any third party, retain any third party, or utilize any third party to provide compression services on Enron's gathering activities of same or similar nature as the Compression Services hereunder.  Notwithstanding the above, if a producer in the Powder River Basin requires the use of a third party to provide compression services of the same or similar nature as the Compression Services in order for Enron or its Affiliates to be able to provide gathering services to such producer, the exclusivity obligation in this Section 3.3 shall not apply in such circumstances and Enron shall be free to use such third party for compression services.
ARTICLE 4.   FEE

4.1
General.  In consideration of the provision of the Services hereunder, Enron shall pay to Hanover the Compression Fees as specified in the applicable System Schedule.  

4.2
Fixed Compression Fees.
Unless otherwise agreed by the Parties in writing, the Compression Fees on the attached Forms of System Schedule as set forth in Exhibit "A" hereto shall be fixed and available for all Compression Services provided by Hanover pursuant to System Schedules executed hereunder throughout the Term of this Agreement.

4.3
HP Discount.  Upon the installation of a total of 20,000 HP of compression under this Agreement, all Compression Fees set forth in each System Schedule shall be deemed discounted by 2% (the "HP Discount").  The HP Discount shall remain in effect for the duration of the Term, regardless of whether total installed HP subsequently falls below 20,000 HP.  An additional 2% discount shall be taken off all Compression Fees set forth on all System Schedules attached hereto for each incremental 20,000 HP of compression is installed under this Agreement (the "Incremental HP Discount").  The Incremental HP Discount shall remain in effect for the duration of the Term, regardless of whether the such incremental 20,000 HP subsequently falls below 20,000 HP.
ARTICLE 5.  PAYMENT TERMS AND PAST DUE AMOUNTS
5.1
Payment Terms.
On or before the 15th day of each calendar month following the month in which Services were rendered, Hanover shall provide Enron with a written statement setting forth the Compression Fee for Services rendered during the preceding month, and other charges due Hanover hereunder, if any.  Enron shall remit any amounts due no later than fifteen days after Hanover's statement was received; provided that if the due date for any payment to be made under this Agreement is not a business day of Enron's, the due date for such payment shall be the Enron's following business day.  Any amounts due by Hanover to Enron under the provisions of this Agreement shall be payable on or before 15 days of invoice therefor.  

5.2
Past Due Amounts and Method of Payment.
If either Party fails to pay any payment or other sum when due, such Party also shall pay to the other Party interest thereon from the due date thereof to the date of payment at a rate equal to the lesser of (a) a rate per annum equal to the prime interest rate published in the Wall Street Journal under "Money Rates" plus two percent (2%) or (b) the maximum rate permitted by Law.  All payments hereunder shall be payable by wire transfer to the accounts of the Parties set forth below, or at such other place or account as either Party from time to time may designate in writing.

Enron Midstream Services, L.L.C. 

___________________________________

___________________________________

___________________________________

Hanover Compressor Company

___________________________________

___________________________________

___________________________________

ARTICLE 6.   TAXES

Hanover shall be liable for and pay all sales, use, excise and other taxes or charges, now or hereafter imposed by any governmental body or agency upon the supply of any Equipment or Services or purchase, ownership, possession, operation, maintenance, use, or disposition thereof pursuant to the terms of this Agreement, and Hanover shall prepare and file promptly with the appropriate offices any and all tax and other similar returns required to be filed with respect thereto.  Hanover shall use reasonable efforts to provide all Services hereunder in such a manner that any such taxes imposed are minimized.  [Enron Tax must review]   

ARTICLE 7.
EQUIPMENT INSTALLATION AND REMOVAL
7.1
Freight and Installation.  Unless otherwise specifically addressed in a System Schedule, Enron shall perform all of the freight, installation, removal, and connection and disconnection activities for the Equipment and On-Site Facilities and bear all costs and expenses associated therewith. Unless otherwise specifically addressed in a System Schedule, Hanover shall bear all freight, removal, installation, and cost and expenses of exchanging existing compressor units with replacement compressor units in accordance with the terms of Section 12 of this Agreement.  

7.2
Timing of Installation.  Unless otherwise specifically addressed in a System Schedule, no later than 90 days of the execution of a System Schedule, Hanover shall perform all activities and take all actions required to have the Equipment available for delivery to Enron.

ARTICLE 8.
INSURANCE
Hanover shall, at Hanover's sole cost and expense, have and maintain insurance in such amounts, against such risks (including, without limitation, public liability insurance) with such carriers and in such form as shall be satisfactory to Enron, such insurance requirements to be set forth in Exhibit "C" hereto attached.  During the Term Hanover shall obtain and maintain in effect waivers of subrogation from its insurers, each in favor of Enron, under the policies required hereunder.  Further, during the Term, Hanover shall cause Enron to be named as an additional insured on its public liability policies applicable hereto, subject to existing deductibles and other provisions contained in such policies.  Hanover shall provide prior written notice to Enron of any intended material alteration of insurance coverage required to be maintained under this Article 8 and shall not make any such changes without Enron's consent.  In addition, Hanover shall provide to Enron immediate notice of any cancellation or material alteration of coverage upon receiving notice thereof from any carrier.  Not less than ten days prior to the expiration date of any policies required hereunder, Hanover shall deliver evidence to Enron of insurance, in substantially the same form as previously held evidencing renewal or replacement thereof.

ARTICLE 9.   PROVISION OF COMPRESSION SERVICES

As an essential component of the Compression Services, Hanover shall provide and/or supply on a 24 hour per day continuous basis, all labor, tools, Consumables and other materials in the quantities and time frame necessary to ensure that the Compression Services are provided, in a good and workmanlike manner and otherwise in accordance with the provisions of this Agreement and the Law.  Without limiting the scope of the foregoing, Hanover agrees that the Compression Services shall include (a) operation and maintenance the Equipment necessary for the performance of the Compression Services in accordance herewith and the applicable System Schedule, (b) all required capital expenditures necessary for the performance of the Compression Services in accordance herewith and the applicable System Schedule, (c) maintenance of supplies, tools and spare parts adequate to operate, maintain and overhaul the Equipment in accordance herewith and the applicable System Schedule, (d) performance of periodic testing of the Equipment at such times and under such conditions as Enron may reasonably request and as may be required by applicable Law or the requirement of any Governing Bodies, (e) painting the Equipment desert tan and maintenance of the Equipment painting in accordance with proper industry and Governing Body standards, (f) establishment and maintenance of an inventory of spare parts for the Equipment in accordance with a reasonably prudent operator standard and standard industry practice, (g) ensuring that the Equipment remains free and clear of any liens or encumbrances (h) operation and maintenance of the On-Site Facilities in accordance with Section 11.1 of this Agreement, and (i) performance of all material repairs and replacements and material maintenance necessary to maintain, preserve and keep the Equipment in good order and working condition ("Repairs and Replacements").  On each October 1 and April 1 occurring during the Term, Hanover shall provide Enron a report of all Repairs and Replacements for each of the Systems, specifying a down time estimate and Hanover's recommendations for when to perform such Repairs and Replacements (a "Repair and Replacement Schedule").  No later than 60 days from Enron's receipt of a Repair and Replacement Schedule, Enron shall provide Hanover notice of its acceptance of the proposed Repair and Replacement Schedule or its modifications thereto, taking into consideration Hanover's requirements set forth in the report and Enron's compression requirements necessary to meet its Pipeline System's needs for the applicable time period.  Any unscheduled Repairs and Replacements shall be coordinated by the Parties with due discretion of the conditions resulting in the need therefor.

ARTICLE 10.   ADMINISTRATIVE SERVICES
Hanover shall procure and furnish all materials, services, supplies and labor necessary for the administration and supervision of the Compression Services and when applicable, the Pipeline Services consisting of the following: (a) administering the preparation and delivery or transmission of all reports, forms, notifications and filings in connection with the Equipment or the Services required by this Agreement, whether same are to be directed to Enron or any Governing Bodies, (b) administering the receipt, verification, and payment of all utility bills, lease payments, license fees and the like for all the Sites; (c) administering the preparation and delivery of expelled gas calculations resulting from compressor and pipeline blowdowns performed by Hanover or Enron and resulting information provided by Enron, if any (d) administering the preparation and maintenance of all regulatory records required by any Governmental Bodies in respect of the Equipment and the Services and the safety and health of Persons performing the Services, (e) administering and coordinating any environmental assessments, plans (SPCC) and inspections of the Equipment required by applicable Law, any Governing Bodies, this Agreement, or the Oversight Committee, (f) maintaining accounting records and source documentation substantiating that the Services have been performed in compliance with applicable Law and in accordance with generally accepted accounting principles consistently applied, (g) supervising all labor incident to the performance of the Services including coordination of all labor on or about the Equipment and when applicable, the Pipeline Facilities; and (h) any and all other administrative and supervisory services reasonably required to perform the Services in accordance with this Agreement.  Notwithstanding the foregoing, if applicable Law requires a signature by Enron, all filings, registrations, approvals and similar matters required to be made under applicable Law or by the requirement of any Governing Bodies, shall be submitted by Hanover to Enron to be signed and otherwise acknowledged, and submitted for filing by the Enron.  
ARTICLE 11.   EQUIPMENT, FACILITY, AND PIPELINE OPERATIONS

11.1
On-Site Facility Operations.  Hanover agrees that its provision of Compression Services includes the obligation to procure and furnish all materials, Consumables, services, supplies and labor necessary for the operation and/or maintenance of all equipment and facilities inside each Site including, without limitation, station piping, filter separators, scrubbers, dehydration, measurement and storage facilities, buildings, emergency shutdown devices, equipment, communications equipment, cathodic protection facilities, over pressure protection equipment, analyzers, and any other equipment necessary for and appurtenant to the operation of the Equipment at the Site (the "On Site Facilities"), which On Site Facilities are intended to be more specifically set forth in the System Schedule pertaining to such On Site Facility. Enron shall design, procure, install, construct, and own the On Site Facilities unless the Parties otherwise agree and so specify in the System Schedule pertaining to such On Site Facility.  

11.2
Multiple Units at Single Site.  If more than one compressor unit is installed at a single Site, Hanover shall operate all the compressor units at such Site such that the load on the units is distributed as equally as reasonably possible among all the units. 

11.3
Off-Site Pipeline Operations.
When a System Schedule so specifies, Hanover shall provide and/or supply on a 24 hour per day continuous basis, all labor, tools, Consumables, and other materials in the quantities and time frame necessary to ensure that the Pipeline Services for the Pipeline Facilities are provided in a good and workmanlike manner and otherwise in accordance with the provisions of this Agreement and the Law.  Without limiting the scope of the foregoing, Hanover agrees that the Pipeline Services shall include (a) routine, prudent, safe and environmentally sensitive operation and maintenance of the Pipeline Facilities and the security thereof, (b) maintenance and operation of flow and pressure control, monitoring and over-pressure protection, (c) maintenance and operation of all measurement in accordance with the requirements in Exhibit "D" attached hereto, (d) maintenance of pipeline integrity systems including and maintenance and operation of cathodic protection systems, (e) periodic testing, calibration, adjustment and external and internal inspection so as to keep the Pipeline Facilities in good working order, (f) routine equipment repair, reconditioning, so as to keep the Pipeline Facilities in good working order, (g) obtain and keep in force and effect, in the name of Enron, all permits and make all operation, environmental and safety regulatory filings and maintain records as required by applicable Law of any Governing Bodies, (h) provision of timely written notification to Enron of any gaseous or other materials that do not meet the quality specifications of the Enron, (i) provision of timely written notification to Enron of any material repairs and replacements required for the Pipeline Facilities which will require capital expenditures, and (j) any and all other routine pipeline field operations and maintenance services reasonably required to keep the Pipeline Facilities in good working order.  Notwithstanding the above, Hanover shall not perform any capital improvements, repairs, or replacements of the Pipeline Facilities (the "Pipeline Capital Improvements").  The Pipeline Capital Improvements shall be implemented and performed by Enron at its sole cost and expense.  If Enron performs any Pipeline Capital Improvements which result in a significant expansion of the Pipeline Facilities operated by Hanover under any System Schedule and Enron desires Hanover to operate such expansion facilities, such System Schedule shall be revised to reflect such expansion. 

ARTICLE 12.   OVERSIGHT COMMITTEE
An oversight committee shall be established composed of two representatives from each of the Parties.  During the first year of this Agreement the oversight committee shall meet monthly.  Thereafter, the oversight committee may meet less frequently, but in no event less than quarterly.  The oversight committee shall oversee performance of the Services by Hanover, establish operating protocols, coordinate responsiveness and communications between the Parties, and assess the requirements of Enron's Pipeline System.  Upon establishment of general protocols and communication standards by the oversight committee, Hanover shall provide, and maintain during the Term, operating manuals for each Site taking into consideration the general protocols and communication standards established by the oversight committee. 

ARTICLE 13.   FUEL
Subject to the limitations set forth in the System Schedules, Enron shall provide Hanover all fuel gas requirements for the performance of the Compression Services.  The gas provided pursuant hereto shall substantially comply with the specifications of the Pipeline System as same may change from time to time, the current set of which specifications are set forth in Exhibit "E" hereto.

ARTICLE 14.   EQUIPMENT EXCHANGE
As an essential component of providing the Services, Hanover shall have the right to exchange any item of Equipment (including, previously exchanged Equipment) for other Hanover owned Equipment if: (a) Hanover is of the opinion that Compression Services will be improved by such exchange, (b) the Equipment utilized in any such exchange is compatible with the other components of the Pipeline System (an "Equipment Exchange").  In order to transact an Equipment Exchange, Hanover shall deliver prior written notice outlining the details of the Equipment Exchange and requesting approval of Enron, which shall not be unreasonably withheld.  No later than 60 days after receipt of such request prior notice to Enron, unless such notice period is shortened by mutual agreement, Enron shall reply to Hanover's request for an Equipment Exchange; provided further, in the case of an emergency Hanover shall have the unilateral right to exchange Equipment without the prior approval of Enron, but subject to Enron's right thereafter to require a different exchange of Equipment mutually satisfactory to the Parties.  Interruptions to the Compression Services due to Equipment exchanges shall be as brief as is reasonably possible and scheduling of such interruption shall be as mutually agreed by the Parties taking into consideration the requirements and operating circumstances of the coal seam natural gas production in the Power River Basin.  All such exchanges shall be at Hanover's sole cost and expense.  For purposes hereof, Hanover shall make available its inventory of compressor units to facilitate the exchanges.  All exchanged Equipment shall be considered Equipment under the terms of this Agreement.  

ARTICLE 15.   EQUIPMENT AND SITE

15.1
Equipment Ownership.  Unless otherwise provided in a given System Schedule, Enron agrees that title to the Equipment shall not transfer from Hanover to Enron as a result of Enron's payment of any Fees payable hereunder.  Enron shall have no right to remove the Equipment from any Site unless a Default shall have occurred and Enron is exercising a remedy afforded to it by Law or hereunder.

15.2
Equipment Site.  Enron shall be responsible for and bear all cost and expense associated with the design, and construction of the Sites.  Enron shall grant to Hanover a non-exclusive right of ingress to and egress from each Site for the sole purpose of Hanover's performing the Services pursuant to this Agreement.  Hanover shall be given the right at all times to enter upon each Site, and to authorize its employees, agents, contractors, subcontractors and related persons to enter upon each Site for the purpose of performing the Services and removing and replacing the Equipment in the manner contemplated hereby.  Hanover shall utilize each Site and shall cause its employees, agents, contractors, subcontractors and related persons to utilize each Site as reasonably prudent operators and in a good and workmanlike manner, and its shall direct all such persons to not carry firearms or introduce dogs onto the Sites.  Hanover shall maintain each Site as a reasonably prudent operator, including, properly storing all materials, fluids, tools, and other appurtenant equipment in proper storage buildings or containers, keeping the Site clean and orderly, maintaining the site surface to control erosion, plant growth, or other deterioration of the site, maintaining all site access roads as specified in the System Schedules.  Hanover shall comply with all requirements imposed on Enron by the land owners of Sites in any applicable right-of-way, easement, or lease agreement.

15.3
Pipeline Right of Way.  Enron shall grant to Hanover non-exclusive rights of ingress to and egress from all rights-of-way associated with the Pipeline Facilities (the "Pipeline Right of Way") for the sole purpose of Hanover's performing the Pipeline Services pursuant to this Agreement.  Hanover shall be given the right at all times to enter upon the Pipeline Right of Way, and to authorize its employees, agents, contractors, subcontractors and related persons to enter upon the Right of Way for the purpose of performing the Services.  Hanover shall utilize the Pipeline Right of Way and shall cause its employees, agents, contractors, subcontractors and related persons to utilize the Pipeline Right of Way as reasonably prudent operators and in a good and workmanlike manner, and its shall direct all such persons to not carry firearms or introduce dogs onto the Pipeline Right of Way.

ARTICLE 16.  AUDIT RIGHTS


Enron shall have the right at all reasonable times to audit the records of Hanover which are pertinent to the Agreement.  If any such examinations reveal any inaccuracy in any billing theretofore made, the necessary adjustments in such billing and payment shall be made within thirty (30) days after final determination thereof; provided, that no adjustments for any billing or payment shall be made for any inaccuracy claimed after the lapse of twenty-four (24) months from the rendition of the invoice(s) relating thereto.  All of the records including, measurement, safety, operational, accounting records and accounts referred to herein shall be maintained according to generally accepted accounting and industry principles employed in the business of the purchase, transportation and sales of gas or in accordance with any laws, rules or regulations which are or may become applicable, and such records and accounts will be available for inspection at times mutually agreeable to the Parties.

ARTICLE 17.   LICENSES, PERMITS AND COMPLIANCE

Hanover, at its sole expense, shall comply with all applicable Laws, including, without limitation, the requirements of any Governing Bodies in providing Services, including the construction and operation of the Equipment at the Sites.  Without limiting the scope of the foregoing, Hanover specifically agrees to take any and all actions necessary to comply with environmental requirements imposed by Law and any Governing Bodies having jurisdiction over the provision of the Services (including, without limitation, prosecution and maintenance of air emissions permits, ongoing air emissions compliance testing, and noise and environmental discharge requirements).  Without limiting the scope of the foregoing, Hanover shall obtain and maintain throughout the Term any and all licenses and permits required of it as a result of this Agreement or with respect to the utilization of the Equipment in rendering the Services.  Fees associated with all such licenses and permits shall be borne by Hanover.   

ARTICLE 18.   WASTE DISPOSAL

Hanover represents, warrants and agrees that it holds title to and bears responsibility (at its sole expense, including, without limitation, the costs of storage, transportation, treatment or disposal, and all permit fees or other charges), for disposal of all liquid, solid, and hazardous waste discharged by the Equipment at the Sites, all in accordance with applicable Law of any Governing Bodies. All water, condensate, and natural gas pipeline liquids (the "Pipeline Liquids") shall be owned by Hanover and be the responsibility of Hanover and Hanover shall remove and dispose of same as a reasonably prudent operator and in accordance with applicable Laws, and pay all fees and charges associated therewith, including, without limitation, the costs of storage, transportation, treatment or disposal thereof.  Hanover shall handle of the Pipeline Liquids by performing all storage tank gauging of Enron's storage tanks and providing transportation of the Pipeline Liquids from the Site, if necessary, sufficiently in advance of full storage tank levels.   

ARTICLE 19.   EMERGENCIES

Each Party shall notify the other Party forthwith of any Emergency which arises related to the Services, including, without limitation, the Equipment, the Sites, the On-Site Facilities, the Pipeline Facilities or the Pipeline System.  Each Party may take such reasonably prudent actions as may be necessitated by any such Emergency; provided, in each such instance the Parties shall reasonably endeavor to coordinate emergency response activities.  Further, all public communications in respect of any such emergency shall be subject to the prior approval of Enron. 

ARTICLE 20.   SERVICES FOR AFFILIATES

The Services to be performed by Hanover under this Agreement may be performed, in certain cases, for one or more of Enron's Affiliates.  In the event an Affiliate requires Hanover's Services hereunder, a System Schedule for such Service shall be issued in the Affiliate's name and executed by Affiliate and Hanover (the "Affiliate Schedule").  The Affiliate Schedule shall be substantially in the form shown in Exhibit "A" hereto attached, and made a part hereof for all purposes.  Upon execution of the Affiliate Schedule, Hanover shall perform such Services for Affiliate in accordance with the Affiliate Schedule and the terms and conditions of this Agreement.  By execution of the Affiliate Schedule, the Affiliate shall be entitled to all rights and privileges, and liable for all obligations held by Enron under this Agreement, as same applies to the Affiliate Schedule.  Upon execution of the Affiliate Schedule, Hanover's agreement to indemnify Enron pursuant to this Agreement, shall extend to both Enron and Affiliate for the purposes of such Affiliate Schedule.  Hanover shall separately invoice the Affiliate at the address set forth in the applicable Affiliate Schedule, but otherwise in accordance with Section 5 and 32.2 of this Agreement as to the Services provided pursuant to the Affiliate Schedule.  

ARTICLE 21.   FORCE MAJEURE

In the event either Party is rendered unable, wholly or in part, by Force Majeure to carry out its obligations hereunder, it is agreed that upon such Party's giving notice and full particulars of such Force Majeure to the other Party as soon as reasonably possible (such notice to be confirmed in writing), the obligations of the Party giving such notice, to the extent they are affected by such event, shall be suspended from the inception and during the continuance of the Force Majeure.  If pursuant to the previous sentence Hanover's obligation to provide the Services is suspended in whole or in part, the obligations of Enron under this Agreement shall also be suspended if and to the extent that such obligations of Enron are dependent upon or are a consequence of the performance Hanover's obligation to provide the Services.  The cause of the Force Majeure shall be remedied with all reasonable diligence and dispatch. 

ARTICLE 22.   EVENTS OF DEFAULT AND CERTAIN REMEDIES

22.1
Default.  In the event that any of the following events occur and are not cured within the time period specified, there shall have occurred and be continuing a "Default" under this Agreement:

a. Hanover's failure to observe or perform any material covenant of this Agreement resulting in a shutdown or substantial reduction of pipeline throughput within the Pipeline System of Enron for a period of five consecutive days; or

b. A Party shall (i) make an assignment or any general arrange​ment for the benefit of creditors, (ii) file a petition or otherwise commence, authorize or acquiesce in the commencement of a proceed​ing or cause under any bankruptcy or similar law for the protection of creditors, or have such petition filed against it and such proceeding remains undismissed for 30 Days, (iii) otherwise become bankrupt or insolvent (however evidenced) or (iv) be unable to pay its debts as they fall due. 
c. An order, judgment, or decree shall be entered against a Party by a court of competent jurisdiction and such order, judgment or decree shall continue unpaid or unsatisfied and in effect for any period of 60 consecutive days without a stay of execution, or any execution or writ of process shall be issued in connection with any action or proceeding against such Party or its property whereby the Equipment or any substantial part of such Party's property may be taken or restrained; or

d. Any insurance policy required to be carried by a Party under this Agreement expires or is terminated and not renewed or replaced.


22.2
Self Help Remedy.  During any cure periods allowed hereunder and prior to cure by the defaulting Party, if the defaulting Party is failing to diligently pursue steps to cure the Default, the nondefaulting Party shall have the right to take all reasonable actions necessary to remedy the Default, and the defaulting Party shall be liable for the expenses associated therewith and reimburse the nondefaulting Party therefor within three days of receipt of an invoice for such expenses.


22.3
Early Termination.  In addition to the foregoing, upon the occurrence of a Default, the nondefaulting Party may, by written notice to the Defaulting Party immediately declare the termination of this Agreement, an "Early Termination" and, in respect of a Default by Hanover, take all actions reasonably necessary to maintain Services required for the operation of its natural gas pipeline system, including, utilizing the Equipment as reasonably necessary therefor until such time as the Equipment can be replaced utilizing commercially reasonable efforts; provided, Enron shall be responsible for and indemnify Hanover for any loss, damage or expense relating to Enron's operation of the Equipment during such period. 


22.4
Other Remedies Not Waived.  Declaration of an Early Termination shall not preclude a Party from pursuing other remedies permitted by applicable Law as may be set forth under the other provisions of this Agreement, with particularity Section 23.  The defaulting Party shall be liable for all reasonable legal fees and other reasonable costs and expenses resulting from a Default by such Party and the exercise of the remedies herein provided by the nondefaulting Party.

ARTICLE 23.   CERTAIN REMEDIES, PERFORMANCE STANDARDS

FOR SERVICES AND INCENTIVES

23.1
Certain Damages.  Notwithstanding the provisions of Section 22 of this Agreement and supplemental thereto, if the Services of Hanover are interrupted at any time and fail due to the negligence of Hanover including, failure to provide Equipment that is Year 2000 Ready or if Hanover fails to have the Equipment available for delivery in accordance with the requirements of Section 7.2 of this Agreement, and such interruption or failure are expressly not by reason of scheduled maintenance, Repairs and Replacements in accordance herewith, failure of the gas to meet the pipeline specifications set forth in Exhibit "E", Default by Enron or Force Majeure, Hanover shall pay Enron for each such occurrence the damages incurred by Enron resulting therefrom, if any, and including, without limitation, all direct, compensatory, general, consequential, incidental, and special damages.

23.2
Performance Standards.  Notwithstanding the provisions of Section 22 of this Agreement or Section 23.1 above, and supplemental thereto, if the Compression Services of Hanover are interrupted at any time and fail for any reason, other than by reason of scheduled maintenance, Repairs and Replacements in accordance herewith, failure of the gas to meet the pipeline specifications set forth in Exhibit "E", Default by Enron, Force Majeure, or unreasonable delay by Enron in acting upon a request by Hanover to exchange Equipment, Hanover shall pay Enron for each such month in accordance with the following, which the Parties agree are payable as liquidated damages and not as a penalty:

a. Calculated separately for each System Schedule, in those months wherein each individual compressor unit is utilized in an amount equal to or greater than 80% of the hours in the month, if the mechanical availability of the Equipment on a per hour basis as requested by Enron is less than 98% of the hours (excluding hours for scheduled maintenance (the "Excluded Hours")) within such month, an amount equal to the weighted average daily throughput in MCF requested by Enron for which Compression Services were interrupted divided by 24 hours, such amount then being multiplied by the hours for which Compression Services were interrupted less 2% of the total hours in the month, excluding the Excluded Hours, and such amount (if positive) then being multiplied by $0.25 per MCF; and

b. Calculated separately for each System Schedule, in those months wherein each individual compressor unit is utilized in an amount less than 80% of the hours in the month, if the mechanical availability of the Equipment on a per hour basis as requested by Enron is less than 100% of the hours, excluding the Excluded Hours, within such month, an amount equal to the weighted average daily throughput in MCF requested by Enron for which Compression Services were interrupted divided by 24 hours, such amount then being multiplied by the hours, excluding the Excluded Hours, for which Compression Services were interrupted, and such amount then being multiplied by $0.25 per MCF. 

ARTICLE 24.   INDEMNIFICATION FOR CUSTOMER

24.1
Enron's Indemnity.  Except as to an event described in Section 23.1. (which event shall be limited to the remedies provided therein), Hanover shall indemnify and hold harmless Enron, its officers, agents, and employees, from and against any and all claims, losses, damages, causes of action, suits and liabilities of every kind, including, without limitation, all claims (including claims for punitive, exemplary or consequential damages), charges, assessments or fees in respect of environmental claims, all reasonable expenses of litigation, court costs and attorney's fees, arising from defects in the Equipment or any act or omission of Hanover, Hanover's agents and employees, subcontractors, and the employees and agents of subcontractors, in connection with the delivery, installation, operation, use, maintenance, repair, condition or removal of the Equipment or the provision of the Services.  

24.2
Hanover's Indemnity.  Enron agrees to and shall indemnify and hold harmless Hanover, its officers, agents and employees, from and against any and all claims, losses, damages, causes of action, suits and liabilities of every kind, including, without limitation, all claims, charges, assessments or fees in respect of environmental claims, all reasonable expenses of litigation, court costs and attorney's fees, arising from any grossly negligent or willful act of Enron, Enron's agents and employees, subcontractors, and the employees and agents of subcontractors, in connection with, when applicable, Enron's operation of Pipeline System.  

ARTICLE 25.   PUNITIVE AND LIQUIDATED DAMAGES

Except as may be expressly set forth in Article 24 above, in no event shall either Party, be liable to the other Party for any treble, exemplary or punitive damages related to or arising out of the performance of this Agreement.  To the extent any damages required to be paid hereunder are liquidated, the Parties acknowledge that the damages are difficult or impossible to determine, otherwise obtaining an adequate remedy is inconvenient and the liquidated damages constitute a reasonable approximation of the harm or loss.    

ARTICLE 26.   TRANSFER

This Agreement, including, without limitation, each indemnification, shall inure to and bind the permitted successors and assigns of the Parties; provided, that Hanover shall not assign, convey or otherwise transfer this Agreement without the prior written approval of Enron, which consent may be withheld at its sole discretion.  Notwithstanding the foregoing, Hanover may transfer its interest in this Agreement to any parent or affiliate by assignment, merger or otherwise without the prior approval of Enron so long as the Equipment and the Compressor Inventory of Hanover is also so transferred and assigned, but no such transfer shall operate to relieve Hanover of its obligations hereunder.  Solely for purposes of this Article 26, affiliate shall mean as to the party specified, any party controlling, controlled by or under common control with such party, with the concept of control in such context meaning the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of another whether through the ownership of voting securities or otherwise.   Any Party's transfer in violation hereof shall be void.  Nothing herein shall be construed as limiting Hanover's rights to subcontract the Services in the manner specifically permitted  in this Agreement.

ARTICLE 27.   ENFORCEABILITY AND IRREVOCABILITY

If any provision of this Agreement is contrary to, prohibited by or deemed invalid under applicable Law, such provision shall be inapplicable and deemed omitted but shall not invalidate the remaining provisions hereof.  If any provision or portion of Section 24 this Agreement is determined to exceed the extent, scope, or amount of indemnity permitted by the applicable Law, or found to be void, unenforceable, or against public policy or to constitute an uninsurable risk, the indemnity language in this Agreement shall be construed, interpreted, or enforced so as to preserve to the maximum extent, scope or amount possible, the indemnity which is permitted by the applicable Law.  Only those portions of this Agreement found to be void, unenforceable, or against public policy shall be deleted and the remainder of the language of this Agreement shall be read and enforced to the fullest extent possible under the applicable Law.  Each Party admits the receipt of a counterpart to this Agreement.

ARTICLE 28.   CONFIDENTIALITY AND PUBLIC STATEMENT

28.1
Hanover Confidentiality.  Hanover shall not disclose the terms of this Agreement, or any information concerning gas throughput or the operations of either Party it receives or has knowledge of incident to the performance of the obligations hereunder, to a third party (other than the Party's and its affiliates' employees, lenders, counsel or accountants who have agreed to keep such terms confidential) except in order to comply with any applicable Law or exchange rule; provided, each Party shall notify the other Party of any proceeding of which it is aware which may result in disclosure and use reasonable efforts to prevent or limit the disclosure.  

28.2
Public Statements.  Parties agree to cooperate with each other in order to approve the form and content of press releases and other public communications concerning this Agreement and the transactions contemplated by this Agreement.

ARTICLE 29.   ARBITRATION
29.1
Agreement to Arbitrate.  Any claim, counterclaim, demand, cause of action, dispute, and controversy arising out of or relating to this Agreement or the relationship established by this Agreement, any provision hereof, the alleged breach thereof, or in any way relating to the subject matter of this Agreement, involving the Parties and/or their respective representatives (collectively the "Claims"), even though some or all of such Claims allegedly are extra-contractual in nature, whether such Claims sound in contract, tort, or otherwise, at law or in equity, under State or federal law, whether provided by statute or the common law, for damages or any other relief, shall be resolved by binding arbitration, in accordance with the terms of this Article 29.

29.2
Conduct of the Arbitration, Authority of the Arbitrators, and Choice of Law.  Arbitration shall be conducted in accordance with the rules of arbitration of the Federal Arbitration Act and, to the extent an issue is not addressed by the federal law on arbitration, by the Commercial Arbitration Rules of the American Arbitration Association.  The validity, construction, and interpretation of the agreement to arbitrate contained in this Article 29, and all procedural aspects of the arbitration conducted pursuant hereto shall be decided by the arbitrators.  In deciding the substance of the Parties' Claims, the arbitrators shall refer to the Laws of the State of Texas as required by Section 33.4 hereof.  It is agreed that the arbitrators shall have no authority to award treble, exemplary or punitive damages of any type under any circumstances whether or not such damages may be available under state, or federal law, or under the Federal Arbitration Act, or under the Commercial Arbitration Rules of the American Arbitration Association, and the Parties hereby waive their right, if any, to recover such types of damages.

29.3
Forum for the Arbitration and Selection of Arbitrators.  All arbitration proceedings shall be conducted in Houston, Texas.  Within thirty (30) days of the notice of initiation of an arbitration proceeding, each Party shall select one arbitrator.  The two arbitrators shall select a third arbitrator.  The third arbitrator shall be a person who has over eight (8) years professional experience in the intrastate natural gas pipeline industry and who has not previously been employed by either Party and does not have a direct or indirect interest in either Party or the subject matter of the arbitration.  While the third arbitrator shall be neutral, the two Party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two Party-appointed arbitrators or for vacating the arbitrators' award that either of such arbitrators has past or present relationships with the Party that appointed such arbitrator.

29.4
Confidentiality.  To the fullest extent permitted by law, any arbitration proceeding and the arbitrators award shall be maintained in confidence by the Parties.

ARTICLE 30.   INDEPENDENT CONTRACTOR/NO PARTNERSHIP

OR FIDUCIARY RELATIONSHIP

The Services rendered by Hanover in the fulfillment of the terms and obligations of this Agreement shall be as an independent contractor, and this Agreement does not create an employer/employee relationship between Enron and Hanover or between any employees or contractors of Hanover and Enron.  Hanover is not entitled to the benefits provided by Company or its parent, subsidiaries or affiliates to their employees, and Hanover is not an agent, partner, or joint venture of Company, its parent or any subsidiary or affiliate.  This Agreement is not intended to create, and shall not be construed to create, a relationship of partnership, joint venturers, an association for profit or any other type of special relationship of the type that gives rise to fiduciary duties under the Law.  Hanover shall act at its own risk and expense in its fulfillment of the terms and obligations of this Agreement and shall employ and direct any persons performing any work hereunder.  Hanover shall not represent itself to third persons to be other than an independent contractor of Company, nor shall Hanover offer to agree to incur or assume any obligations or commitments in the name of Company.  

ARTICLE 31.   SUBCONTRACTING


Hanover, at its sole expense and liability, may subcontract its obligations hereunder to such subcontractors as Enron shall have approved in advance in writing; provided, however, that the subcontracting of any obligations of its obligations shall not relieve Hanover from any of its obligations hereunder.

ARTICLE 32.  YEAR 2000 READINESS


Notwithstanding anything to the contrary in this Agreement, Hanover convenants and warrants that all Equipment and Services provided hereunder shall be Year 2000 Ready.
ARTICLE 33.   MISCELLANEOUS

33.1
Modification and Waiver.  No covenant or condition of this Agreement may be modified by either Party except by the written consent of both Parties.  Forbearance or indulgence by either Party in any regard whatsoever shall not constitute a waiver or change of the covenant or condition to be performed by the other Party until the complete performance of said covenant or condition has occurred.  Each Party shall be entitled to invoke any remedy at law or in equity available to it under the provisions of this Agreement despite said forbearance or indulgence.  Waiver of any Defaults shall not waive any other Default.

33.2
Notices.  All notices and communications made pursuant to this Agreement shall be made as specified below.  Notices required to be in writing shall be delivered in written form by letter, facsimile or other documentary form.  Notice by facsimile or hand delivery shall be deemed to have been received by the close of the day on which it was transmitted or hand delivered (unless transmitted or hand delivered after close of a business day in which case it shall be deemed received at the close of the next business day) or such earlier time confirmed by the receiving Party.  Notice by overnight mail or courier shall be deemed to have been received two business days after it was sent or such earlier time confirmed by the receiving Party.  Any Party may change its addresses by providing notice of same in accordance herewith.

Enron Midstream Services, L.L.C.

________________________________

________________________________

Hanover Compressor Company

________________________________

________________________________

33.3
Entirety.  This Agreement constitutes the entire agreement of the Parties related to the provision of the Services by Hanover to Enron (the "Subject Matter").  There are no prior or contemporaneous agreements or representations (whether oral or written) affecting the Subject Matter other than those herein expressed.



33.4
Law.  This Agreement shall be governed by the Parties rights and obligations hereunder and shall be construed in accordance with the Laws of the State of Texas and Federal law as set forth in Section 29.2.

33.5
No Third Party Rights.  Unless specifically stated herein, the provisions of this Agreement shall not impart rights enforceable by any person, firm or organization not a Party or not bound as a Party, or not a permitted successor or assignee of a Party bound to this Agreement.  

33.6
Imaged Agreement.  Any original executed Agreement may be photocopied and stored on computer tapes and disks (the "Imaged Agreement").  The Imaged Agreement, if introduced as evidence on paper,  and all computer records thereof, if introduced as evidence in printed format, in any judicial, arbitration, mediation or administrative proceedings, will be admissible as between the Parties to the same extent and under the same conditions as other business records originated and maintained in documentary form.  Neither Party shall object to the admissibility of the Imaged Agreement (or photocopies of the Imaged Agreement) on the basis that such were not originated or maintained in documentary form under either the hearsay rule, the best evidence rule or other rule of evidence.


33.7. Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original and need not be signed by more than one of the Parties and all of which shall constitute one and the same agreement.

This Agreement is executed by each Party effective as of the date hereinabove set forth.

HANOVER COMPRESSOR COMPANY

BY:  _______________________________________

PRINTED NAME:  ___________________________

TITLE:  ____________________________________


ENRON MIDSTREAM SERVICES, L.L.C.

BY:  _______________________________________

PRINTED NAME:  ___________________________

TITLE:  ____________________________________


EXHIBIT A

SCHEDULE NO. ________

FORM OF SCHEDULE  

[There will be a form like this for every compressor unit that Hanover is offering with all the blanks filled in as Exhibit A-1, A-2 etc.]

(_________ Compressor Station Scheduled Location)

The Services described below are subject to the terms and conditions of that certain Compression Management Agreement between Hanover Compressor Company, as Hanover, and Enron Midstream Services, L.L.C., as Enron, dated ____________ (the "Agreement"), and this System Schedule is expressly intended to be a part of the Agreement.  This System Schedule applies to the locations below set forth, and the Equipment located at such locations.

Enron: 
Enron Midstream Services, L.L.C.
Location:  

Term:


I.  GENERAL
Hanover will operate and maintain all Equipment and On-Site Facilities at the station. The areas covering the responsibilities are also highlighted on Drawing _________ hereto attached. 

II.  EQUIPMENT

Hanover will provide the Services under this System Schedule utilizing the following driver and compressor package:


Driver





Manufacturer: _________________



Model No. ____________________



Serial No. _____________________



Site HP Rating: ________________



RPM Rating:___________________



Manufacturers Heat Rate:________________


Compressor




Manufacturer:__________________



Model No.:____________________



Serial No.:_____________________



RPM Rating:___________________



Bore:_________________________



Stroke:________________________

General description of appurtenant equipment included on driver/compressor skid: ____

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

III.  COMPRESSION FEE

In consideration of the provision of the Services, except for the Pipeline Services, hereunder by Hanover to Enron, Enron shall pay the "Compression Fee" set forth below to Enron.  The Compression Fee shall be comprised of the "Fixed Payment" and the "Variable Payment" set forth below, each payable monthly in accordance with Section 5 of the Agreement.


a.  Fixed Payment.  During the term hereof, Enron shall pay Hanover $______ for each month (or prorated in the case of a partial month) of Services for the Services performed by Hanover under this System Schedule.  The Fixed Payment shall be due and payable by Enron whether or not Enron utilizes the Services for any reason, except for any period wherein the Services are not provided in accordance with this Agreement due to a Default by Hanover hereunder or this is a Force Majeure of Hanover or Enron.


b.  Variable Payment.
 During the Term Enron shall pay Hanover a variable amount for each month of Services for compression of natural gas volumes based upon the actual volumes compressed per day averaged over the month, or part thereof.  The Variable Payment shall be equal to the actual volumes compressed per day averaged over the month, or part thereof in excess of 50% of the Maximum Throughput (defined below) of the Equipment on this System Schedule multiplied by $0.___ per MCF.


c.  Utility Expenses.  During the Term Hanover shall receive and pay all utility expenses, including, electric power and phone service, in accordance with Section 10 of the Agreement.  Hanover shall invoice Enron on a straight pass through basis for such expenses in accordance with the terms of Section 5 of the Agreement.

IV.  GAS CONTROL COORDINATION

a.  Change Requests. Hanover shall provide the Services requested by Enron either orally or in writing from time to time to make changes in the operation of the Equipment ("Change Requests"), including, without limitation, station set point changes, starting up the Equipment, shutting down the Equipment, and response to station alarms or to abnormal conditions.  There shall be no limit to the number of Change Requests which may be made by Enron hereunder; provided, upon request by Hanover, Enron shall prioritize the then outstanding Change Requests.  Hanover shall provide Enron written notice of the name and at least two contact numbers of the designated representative(s) of Hanover for each scheduled location to receive Change Requests, and furnish to Enron written notice of any change thereto (each, an "On-call Representative").  Hanover shall endeavor to achieve a response time to Change Requests of 30 minutes from the time Hanover's On-call Representative receives the Change Request to compliance therewith (the "Response Period"); provided, Hanover shall meet a response time not to exceed 60 minutes.  Within the Response Period Hanover shall provide Enron a telephonic confirmation of compliance, or if compliance has not then been achieved, the detailed reasons therefor.   

b.  Equipment Failure.  In the event of mechanical failure of the Equipment, oral or written notification shall be given by Hanover to Enron's Gas Control Group within two hours of such failure, together with detailed information regarding the extent of necessary repairs and the time required to effectuate the repairs to the failed Equipment.  Enron shall advise Hanover if it deems the repairs to be critical, in which instances Hanover shall expedite all such repairs.

V.  FUEL GAS DETERMINATION

a.  Generally.  Enron will provide to Hanover fuel gas based upon the manufacturers rated heat rate (fuel rate) for the Equipment as specified above plus any gas reasonably used for starting gas, power gas, instrument gas and domestic use for buildings located at the scheduled locations.  Based on the above, the fuel allowance level is predicted to be ___% of the actual volumes compressed per day averaged over the month, or part thereof.  Enron will monitor fuel gas use from time to time.  In any period equal to or greater than one month wherein the fuel gas use exceeds the fuel allowance levels by more than 5% (as same may be adjusted in accordance with the provisions of this System Schedule, the "Allowed Tolerance Levels"), Enron shall notify Hanover orally or in writing thereof.  Upon receipt of the notification, Hanover shall diligently pursue the reduction of fuel gas use, and within a period of 30 days of such notification Hanover shall provide an explanation concerning the excess fuel gas use.  If such explanation is not satisfactory to Enron in its reasonable discretion, Hanover shall either (i) reduce fuel gas use to the Allowed Tolerance Levels if such has not already occurred or (ii) reimburse Enron for fuel gas costs attributable to volumes provided by Enron to Hanover in excess of the Allowed Tolerance Levels, such reimbursement to be made within 15 days after invoice therefor; provided, an increase in the compression ratio or throughput of a magnitude to account for the increase in fuel gas use shall constitute an explanation satisfactory to Enron hereunder.

b.  Change of Operating Conditions. If Hanover identifies a change in the operating conditions that impacts fuel gas use, Hanover may request a fuel gas use adjustment on the basis of such change by providing written notice to Enron, together with Hanover's explanation for and calculation of the requested adjustment.  Such adjustment shall be made upon approval of Enron which approval shall not be unreasonably withheld.

VI.  STATION OPERATING PARAMETERS

a.  Generally.  All Services shall be rendered under the Agreement on the basis of the operating parameters in effect from time to time.  The following are operating parameters for this System Schedule only.   The guidelines will be reviewed no less than once each calendar year by Enron.  If based upon such review material changes are observed, or if Enron plans changes to the pipeline system design or method of operations, that would materially impact the operation of the compressor stations by Hanover, Enron shall notify Hanover in writing of any resulting modifications to the operating parameters.  Hanover shall furnish compressor performance curves and related data to Enron.  If at any time throughout the System Schedule Term the Equipment is modified or exchanged, Hanover shall furnish Enron with performance curves and related data for the new or modified Equipment and this System Schedule shall be amended to reflect any such changes.  Without limiting the obligations of Hanover set forth in the Agreement, Hanover shall operate the Equipment in compliance with the Federal Safety Standards set forth in Part 192, Title 49, Code of Federal Regulations.

b.  Compressor Station.  Operating Parameters:

Volume (MMCFD) - Fully loaded conditions

Average ___________ 

Maximum __________ (also referred to as the "Maximum Throughput")

Minimum __________


Suction Pressure (psig)

Average ___________


Maximum __________

Minimum __________

Discharge Pressure (psig)


Average ___________

Maximum __________

Minimum __________

System Requirements Parameters:

The maximum discharge pressure may be as high as, but shall not exceed the Maximum Allowable Operating Pressure of the pipeline system at this location, which is 1440 psig for reciprocating compressor units and 100 psig for screw compressor units.

VII.  ON-SITE FACILITIES
A.  COMMUNICATION

1.  Hanover will operate and maintain all System Control and Data Acquisition Equipment (SCADA), modems, transmitters, transducers, connecting cables, power cables and other communication devices owned by Enron and located at the Site.

2.  Hanover will operate and maintain the communication tower or satellite dish and all related equipment owned by Enron and located at the Site. 

3.  Hanover will be responsible for maintaining compressor control panels and control programs and will be responsible for maintaining communication from the compressor controls to the sending modem.  Enron will be responsible for communication from the modem.  Each Party will bear its own costs of maintaining these services.  Each Party will provide the other Party prior oral or written notice of intended changes in compressor controls or communication technology in such manner that there is not a disruption in services.

B.  GAS METERING

1.  Hanover will operate and maintain the suction, discharge, and station fuel meters.  Enron shall own such station meters.

2.  Hanover will own and operate any on-skid fuel gas regulators and relief equipment.  

3.  Hanover will document each time there is a blow down of gas and will supply Enron with a calculated volume of the gas blown down on a monthly basis.

4.  Hanover will document any emergency shut down and will assist Enron in calculating any gas lost for each emergency shut down.

5.  Hanover will operate and maintain any meters and appurtenant equipment owned by Enron and located on or about the Site.

6.  During any time that compressor operations such as purging or starting require volume rates in excess of the fuel gas meter capacity, Hanover shall be responsible for opening the meter bypass line and estimating the volume of gas used.  Meters damaged due to failure to open the bypass during such operations shall be replaced by Hanover at its expense.

C.  FILTER SEPARATOR/SCRUBBERS

Hanover will be responsible for operating and maintaining separators and scrubbers owned by Enron, including, changing and disposing of filters at its sole expense.

D.  DEHYDRATION EQUIPMENT

Hanover will be responsible for providing operating and maintaining all dehydration equipment owned by Enron at the Site, including glycol procurement, handling,  and storage.  

E.  CATHODIC PROTECTION

Enron will own and Hanover will operate and maintain cathodic protection equipment for both the On-Site Facilities, as applicable and its own pipeline free of charge to Hanover.  Notwithstanding the above, if Enron and Hanover agree that Hanover under this System Schedule will operate and maintain the Pipeline Facilities in accordance with the terms of this Agreement, Hanover shall operate and maintain the cathodic protection equipment owned by Enron for both the On-Site Facilities and the Pipeline Facilities.

F.  OVER PRESSURE PROTECTION

Hanover will operate and maintain the mainline over pressure protection equipment and shall accordingly document and test its operation at least annually.  Hanover will provide Enron with details of all testing and copies of any significant related documentation.

G.  BUILDINGS

Hanover shall design, install, operate, and maintain all buildings associated with the Equipment on this System Schedule, if such Equipment is a screw compression unit.  If such equipment is a reciprocating compression unit, Enron shall install and own all buildings associated with such reciprocating compression unit and Hanover shall operate and maintain such buildings.

H.  LIQUIDS

In addition to those obligations set forth in the Agreement regarding waste disposal, the Parties agree as follows:

1.  Hanover will be responsible for all compressor oil (new or used) and any related disposal at its sole cost.  Hanover will be responsible for disposal of any compressor station wash water at its sole cost.

2.  Hanover will be responsible for any pipeline liquids such as condensate and water and will be responsible for any disposal at its sole cost. Further, all expenses associated with the treatment and cleaning of storage tanks holding pipeline liquids shall be for the account of Enron.

3.  Hanover will own and operate storage tanks for all liquids, whether such liquids are related to the Services and the Equipment or the pipeline liquids owned by Enron, including, without limitation the gauging of all tanks.  Hanover will notify Enron as and when the liquids for which Enron is responsible require removal.

I.  ANALYZERS

Hanover will operate and maintain all moisture analyzers, H2S analyzers and any other equipment which monitors pipeline gas quality, and will be responsible for responding to alarms for moisture and H2S or any other gas quality alarm at its sole cost.

J.  BLOWDOWN EQUIPMENT

Hanover will operate and maintain all ESD equipment and blowdown silencers and utilize blowdown silencers as directed by Enron.

VIII. AUDIT
Audits will be conducted in accordance with the Agreement and the Parties may agree to changes to these guidelines as a result of any audit by written agreement.

IX.  SCHEDULE OF REGULATORY FILINGS AND PERMITS
[Insert Specific Filings Required]

X.  MAINTENANCE RECORDS TO BE PROVIDED AND MAINTAINED
The following historic records are to be provided by Enron and all future records related thereto shall be maintained by Hanover: Relief Valve Test Report; Oil Analysis Report; Failure History Reports, Preventative Maintenance Reports; Compressor Performance Reports, Daily Log Reports, Emergency Shut Down Reports, and Blowdown Reports.

XI.  PIPELINE FACILITIES

A.  DESCRIPTION OF FACILITIES

If Enron and Hanover execute this System Schedule with an Appendix "1" attached which specifically describes certain Pipeline Facilities associated with the Equipment on this System Schedule, then Hanover shall provide Pipeline Services for the Pipeline Facilities in accordance with the terms and conditions of this Agreement.  The Parties agree that the pipeline segments described in Appendix "1" total ______ miles (the "Pipeline Length"). 

Agreed to as of this __ day of _______, 1999.

HANOVER COMPRESSOR COMPANY

BY:  _______________________________________

PRINTED NAME:  ___________________________

TITLE:  ____________________________________


ENRON MIDSTREAM SERVICES, L.L.C.

BY:  _______________________________________

PRINTED NAME:  ___________________________

TITLE:  ____________________________________


APPENDIX 1

DESCRIPTION OF PIPELINE FACILITES

[INSERT DETAILED MAP SHOWING PIPELINE SEGMENTS TO BE OPERATED BY HANOVER]

EXHIBIT B

POWDER RIVER BASIN

[INSERT DESCRIPTION OF POWER RIVER BASIN WHICH EXCLUSIVE COMMITMENT FOR COMPRESSION SERVICES IS APPLICABLE]

EXHIBIT C

INSURANCE REQUIREMENTS 

(SUBJECT TO REVIEW BY ENRON RISK MANAGEMENT)

Workers Compensation Insurance and Employer’s Liability Insurance covering employees engaged in operations hereunder in compliance with all applicable state and federal law. This policy shall be endorsed to provide: all states coverage, voluntary compensation coverage and occupational disease.

Workers Compensation
Statutory

Employers Liability
$500,000 Each Accident  (Minimum)

Commercial General Liability Insurance with minimum limits of liability of not less than $500,000 per occurrence/aggregate combined single limit for bodily injury and property damage.  This policy shall be endorsed to provide coverage for:  explosion, collapse and underground damage hazards, contractual liability; and products and completed operations.

Comprehensive Automobile Liability Insurance covering all owned, hired or non-owned vehicles with minimum limits of liability of not less than $500,000 per occurrence/aggregate combined single limit for bodily injury and property damage.

Excess Umbrella Liability Insurance, in excess of the coverages required in (a), (b) and (c) above, with a combined single limit of not less than $10,000,000 per occurrence.

Property Insurance on a full replacement cost basis insuring the respective property interests of each party against physical damage by "all-risks" perils including wind and flood coverage.

EXHIBIT D

MEASUREMENT SPECIFICATIONS

Measurementtc " " \l 5


Suitable measurement equipment, such as orifice, turbine, positive, ultrasonic and other auxiliary measuring equipment shall be used to measure all gas hereunder.  tc " " \l 3Gas volumes measured with the use of orifice meter(s) shall be determined in accordance with the provisions of the Gas Measurement Committee Report No. 3 of the American Gas Association (ANSI/API 2530-1991, as amended) as amended, supplemented, or revised from time to time.  Gas volumes measured with the use of positive or turbine meter(s) shall be determined on the basis of Gas Measurement Committee Report No. 7 of the American Gas Association as amended, supplemented, or revised from time to time. Gas volumes measured with the use of ultrasonic meter(s) shall be determined on the basis of Gas Measurement Committee Report No. 9 of the American Gas Association as amended, supplemented, or revised from time to time. The unit of volume for measurement of Gas delivered hereunder shall be one (1) cubic foot of Gas at a base temperature of sixty degrees Fahrenheit (60(F) and at an absolute pressure of fourteen and seventy-three one hundreths (14.73) pounds per square inch absolute.  Atmospheric pressure for the measurement shall be assumed to be the pressure value determined by Enron for the county in which such point is located pursuant to generally accepted industry practices (12.7 psia) irrespective of the actual atmospheric pressure at such points from time to time.  Temperature shall be determined by a recording thermometer of standard make.  If recording charts are used the arithmetical average of the temperature recorded during periods of flow for each chart, the factor for specific gravity according to the latest test therefor, and the correction for deviation from Ideal Gas Laws applicable during each chart period shall be used to make proper computations of volumes hereunder.  If electronic flow measurement is used, continuous temperature, static pressure and differential pressure monitoring will be applicable.  If electronic measurement is used in conjunction with on-site chromatograph, continuous monitoring of specific gravity will be applicable; otherwise the volumes computed using a fixed value specific gravity factor shall be corrected to reflect the actual specific gravity of the flowing gas as determined by a chromatographic analysis of the sample accumulated during the same period of flow or, in the case of spot samples, the specific gravity factor determined by chromatographic analysis shall be applied to volumes delivered during the succeeding chart periods.  The correction for deviation from the Ideal Gas Laws shall be computed and applied to volumes calculated by electronic measurement devices.  Specific gravity and Btu shall be determined by such methods as may be developed through use of a continuous gas sample accumulator, on premises analysis, or by spot samples taken at the measurement at intervals determined to be appropriate by Enron, but in no event less than when meters are tested.  Results from a continuous sampler shall be used to calculate volumes delivered during the same period in which the sample was accumulated; provided, however, that Enron reserves the right to adopt the practice of using the Btu content measured for a period prior to the month of gas flow in calculating the quantity of gas transported during a given month.  Results from a spot sample shall be used to calculate volumes during the subsequent period until another sample is taken.  The arithmetical average of the continuous temperature recorded during each chart period, the factor for specific gravity according to the latest test therefor, and the correction for deviation from ideal gas laws applicable during each chart period shall be used to make proper computations of volumes hereunder.  The gross heating value (Btu content) used shall be determined by adjusting the Btu content measured to reflect the actual water vapor content of the gas delivered at a temperature of sixty degrees Fahrenheit (60(F.) at an absolute pressure of fourteen and seventy-three one-hundredths (14.73) pounds per square inch absolute.  The volume of gas measured shall be multiplied by the applicable Btu content for such gas (either that measured for the month of gas flow or for the designated period of Btu measurement that may occur prior to the actual month of gas flow) to determine the total volume of gas in MMBtu.

Meter and Other Measurement Device Calibration  


Enron shall have access at all reasonable times to the measuring equipment, but the reading, calibration and adjustment thereof shall be done by the Hanover.  The Hanover shall regularly conduct monthly tests for accuracy of the equipment.  Such tests will involve equipment necessary to measure the flow of gas, relative density and Btu's and other equipment used for the purpose of providing values used to compute the volume of gas.  If upon test, any of the meters or auxiliary measurement equipment is found to be inaccurate and the aggregate effect of the error or errors on the quantities of gas calculated in MMBtu's is less than one percent (1%), the previous readings shall be considered correct, but such measurement equipment shall be adjusted at once to record correctly.  If, however, the aggregate effect of the error or errors on the quantity of gas calculated in MMBtu's is one percent (1%) or more, the previous readings shall be corrected to zero (0) error for the period of time during which said meters or other measuring equipment was known or agreed by the parties to be inaccurate.  If the extent of such period of inaccuracy is not known or agreed upon, then such corrections shall be for a period of one-half (1/2) of the elapsed time since the date of the preceding test. Such correction period shall not exceed six (6) Months.  In the event any of the measurement equipment is out of service or registering inaccurately, the volume of gas for the period in question shall be estimated by using (i) the registration of the check meter or meters, if accurately registering, or (ii) in their absence, by correcting the error if the percentage of deviation is ascertainable by calibration test or mathematical calculation; provided, however, if neither method is feasible, (iii) the quantity of gas received and delivered shall be estimated using deliveries during a period of similar conditions when all of the measuring equipment was registering accurately or (iv) by other mutually agreeable method.



The Hanover shall give the Enron notice of the time of all tests of meters and appurtenant instruments sufficiently in advance of the holding of such tests so that the Enron may conveniently have its representatives present; provided, however, if the Hanover has given such notice and the Enron is not present at the time specified, then the Hanover may proceed with the tests as though the other party were present, and the results therefrom shall be deemed correct and accurate.

Pulsation
If Hanover determines that any measurement error results from pulsation, Hanover shall reduce the pulsation to a level such that the square root error in respect of pulsation is not greater than 1%.

EXHIBIT E

PIPELINE SPECIFICATIONS

Gas delivered hereunder shall meet the Specifications.  The current Specifications are as follows:

(a) Have a total heating value of not less than nine hundred fifty (950) Btu’s per cubic foot;

(b) Be commercially free of all dust, non-vaporous hydrocarbon liquids, non-vaporous water, suspended matter, all gums and gum  forming constituents and any other objectionable substances;

(c) Contain not more than twenty (20) grains of total sulfur, nor more than one-fourth (1/4) grain of hydrogen sulfide per one hundred (100) standard cubic feet;

(d) Contain not more than six percent (6%) by volume of carbon dioxide (CO2);

(e) Have no greater than 10 ppm of oxygen;

(f) Not contain more than eight percent (8%) by volume of total inerts;

(g) Have a temperature of not less than forty degrees Fahrenheit (40(F) nor greater than one hundred and twenty degrees Fahrenheit (120(F); 

(h) Have a hydrocarbon dew point no greater than twenty-five degrees (25() Fahrenheit.
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