NET SETTLEMENT AGREEMENT

The following constitutes the understanding whereby each party hereto agrees to establish a Net Settlement Agreement (hereafter referred to as the “Net-Out Agreement”) for natural gas purchased, sold and/or exchanged each month between PanCanadian Petroleum Limited (hereafter called “PanCanadian”) and Enron North America Corp. (hereafter called “Enron”).

This Net-Out Agreement shall be effective from August 1, 2000 and shall continue in effect so long as PanCanadian and Enron continue to purchase, sell, or exchange natural gas with each other, provided that either party may terminate this Net-Out Agreement, without affecting any existing purchase, sale, or exchange contract between the parties, by giving at least sixty (60) days advance written notice to the other party.

This Net-Out Agreement shall operate as follows:

1.
This Net-Out Agreement shall serve to amend the “payment” provisions of all Natural Gas purchase, sale, or exchange contracts between PanCanadian and Enron.

2. Each month the parties shall mutually agree to the total amount due each other for deliveries made in the preceding month, said deliveries shall be priced in accordance with the applicable contracts.  Each party shall continue to invoice the other party as applicable.

3. Disputes as to any items contained in an invoice shall be reconciled between the parties in a mutually agreeable manner.  However, neither party shall refuse to participate in this netting out process because of a disputed invoice.  If any invoice is disputed, the invoiced party may require that only the amount not in dispute is the value due in the process described in item 2, pending resolution of the dispute and proceed otherwise with the netting out process.

4. The net difference between the total values agreed to in Item 2 above shall be the amount payable to the party delivering the greater value (other party) by the party delivering the lesser value (owing party).

5. The net difference as calculated in Item 4 above shall be paid by the owing party to the other party by wire transfer on the 25th of the month following the month of actual deliveries.  If the 25th falls on a Saturday, or a banking holiday other than a Monday, payment will be made on the last preceding work day.  If the 25th falls on a Sunday or Monday bank holiday, payment will be made the next business day.

6. Any payment adjustments or inadvertent omissions from the above procedure shall be processed for payment expeditiously and in a mutually agreeable fashion.

7. Each party agrees that for the time deadlines specified herein to be effective, each party must have in its possession all original voices (or acceptable facsimiles) involving the transaction month no later than three business days before the date specified in Item 5.

8. Each net-put performed in accordance with this Net-Out Agreement shall, by mutual agreement of the parties, be deemed effective, and payment shall be deemed to have been made as of the date of the individual transactions giving rise to each invoice that gives rise to the net-put, regardless of when settlement is finally booked by either party.

Except as specifically set forth herein, nothing within this Net-Out Agreement shall be construed to amend, modify, or cancel any part or all of any contract presently in effect between PanCanadian and Enron.  All other terms and conditions of said contracts will remain unchanged and in effect.

All payments due under any future natural gas purchase, sale, and/or exchange agreements between PanCanadian and Enron shall be handled in accordance with the terms of this Net-Out Agreement.
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