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April 1, 2001

Greeley Gas Company, a division of Atmos Energy Corp.

Three Lincoln Center

5430 LBJ Fwy Suite 1800

Attn:  Manager Gas Supply

Re:
Release of Capacity and Agency Arrangements

:


1.  Scope of the Agreement.  This letter agreement (this “Agreement”) sets forth the agreement of Enron North America Corp., a Delaware corporation (“ENA”) and Greeley Gas Company, a division of Atmos Energy Corp., a Texas corporation (“Greeley”), (each referred to as a  “Party” or collectively as the “Parties”), addressing certain details regarding Greeley’s release of capacity to ENA that Greeley currently holds on Colorado Interstate Gas Company (“CIG”) under Contract No. 33222000 (the “CIG Transport Contract”) and on Wyoming Interstate Company (“WIC”) under Contract No. 41059040 (the “WIC Transport Contract”) and (ii) ENA’s agreement to act as Greeley’s agent to administer Greeley’s gas storage activities Colorado Interstate Gas Company’s storage lateral under Contract No. 33191010  and on Young Gas Storage Company, Ltd. storage facility under Contract No. 17003002 (collectively the “Storage Contracts”).  In consideration of the mutual benefits derived by the Parties hereunder and under that certain Transaction Agreement between the Parties to the ENFOLIO Master Firm Purchase/Sale Agreement of even date herewith (the “Sales Agreement”), the Parties hereby acknowledge and agree as follows:


2.  Capacity Release.  During the Term (hereafter defined) of this Agreement, Greeley shall (i) release the transportation capacity to ENA (or its designated affiliate) that Greeley currently holds under the CIG Transport Contract on a month to month basis and (ii) for the full Term hereof, release the transportation capacity to ENA that Greeley currently holds under the WIC Transport Contract.  The transportation capacity that Greeley holds under the CIG Transport Contract and the WIC Transport Contract shall be hereinafter referred to as the “Released Capacity”.  Both such releases shall be recallable, provided, that such recall rights shall only be exercised by Greeley, in the event that a third party obtains all or a portion of the Released Capacity through the applicable pipeline bulletin board posting process.  In the event that a third party obtains all or a portion of the Released Capacity, Greeley shall exercise its right to recall the effected Released Capacity and ENA and Greeley shall negotiate in good faith to make further arrangements to assign or release the Released Capacity to ENA during the Term hereof.  All capacity release transaction hereunder shall be undertaken in accordance with with the procedures, terms, and conditions of WIC’s and CIG’s tariff.  ENA and Greeley shall follow the procedures set forth in WIC’s and CIG’s tariff, including without limitation, all bid or notice deadlines, as they are required to be met to effectuate the capacity release transactions set forth herein and ENA and the Parties obligations under the Sales Agreement.


3.  Reimbursement for Charges.  Upon completion of the capacity release transactions specified in Paragraph 2 hereof, Greeley will reimburse ENA (as invoiced by ENA) for (i) all demand charges invoiced by CIG and WIC for the Released Capacity, plus (ii) all volumetric charges, fuel, and all other applicable charges incurred by ENA on WIC and CIG for utilization of the Released Capacity to meet its obligations under the Sales Agreement.  Greeley shall pay ENA’s invoice for reimbursement of all such charges by the 25th day of the month in which the invoice is received by Greeley. 


4.  Third Party Utilization.  In the event that ENA releases all or any portion of the Released Capacity to a third party, ENA shall pay to Greeley 90% of the value, if any, of any demand charges obtained through the capacity release open season process which are in excess of the demand charges that ENA pays WIC for the Released Capacity.  If ENA utilizes all or any portion of the Released Capacity for gas sales to any third party, then ENA shall pay Greeley a fee of $0.01 per MMBtu or such other fee as may be mutually agreeable to the Parties, for such utilization of the Released Capacity.  Any amounts owed by ENA to Greeley in accordance with this Paragraph 4 shall be paid by ENA to Greeley by the 25th day of the month following the month during which such amounts accrue.  Nothwithstanding the foregoing, ENA shall have no obligation to release the Released Capacity to any third party or utilize the Released Capacity for third party gas sales, except as ENA decides in its sole and absolute discretion.    

5. Agency.  ENA will act as Greeley’s agent to administer, nominate, and schedule Greeley’s storage injection activities under the Storage Contracts as required by ENA to meet the terms and conditions of the Sales Agreement; provided that Greeley may direct ENA to inject or withdraw under the Storage Contracts to the extent such injection or withdrawal is required for Greeley to balance its system requirements.  ENA will enter into the appropriate agency agreements with both Colorado Interstate Gas Company and Young Gas Storage Company, Ltd which shall govern the terms and conditions of such agency.  Such agency shall only be effective during the Term of this Agreement.  Greeley will reimburse ENA (as invoiced by ENA) for all demand charges, volumetric charges, fuel, and all other applicable charges invoiced by Colorado Interstate Gas Company and Young Gas Storage Company, Ltd  under the Storage Agreements for Greeley’s storage injection activities; provided that, Greeley shall remain solely liable to Colorado Interstate Gas Company and Young Gas Storage Company, Ltd for all such charges.  Greeley shall pay ENA’s invoice for reimbursement of all such charges by the 25th day of the month in which the invoice is received by Greeley.


6.  Late Payment.  If the Parties shall fail to remit any amounts in full when due hereunder, interest on the unpaid portion shall accrue from the date due at a rate equal to two percent over the per annum rate of interest announced as the “Prime Rate” from time to time for commercial loans by Citibank, N.A. as established by the administrative body of such bank charged with the responsibility of establishing such rate, as same may change from time to time; provided, the interest rate shall never exceed the maximum lawful rate permitted by applicable law. 


7.  Term.  This Agreement shall be in effect and force from April 1, 2001 and terminate upon the termination of the Sales Agreement (the “Term”).


8.  Limitation of Damages.  NO PARTY SHALL BE LIABLE TO ANY OTHER PARTY FOR ANY LOST OR PROSPECTIVE PROFITS OR ANY SPECIAL, PUNITIVE, EXEMPLARY, CONSEQUENTIAL, INCIDENTAL OR INDIRECT LOSSES OR DAMAGES (IN TORT, CONTRACT OR OTHERWISE) UNDER OR IN RESPECT OF THIS AGREEMENT OR FOR ANY FAILURE OF PERFORMANCE RELATED HERETO HOWSOEVER CAUSED.


9.  Arbitration.  Any dispute relating to this Agreement shall be resolved by binding arbitration in accordance with the arbitration provisions specified under Appendix “1” Enfolio General Provisions of the Sales Agreement.

10.  CHOICE OF LAW.  THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, EXCLUDING ANY CONFLICTS-OF-LAW RULE OR PRINCIPLE WHICH MIGHT REFER TO THE LAWS OF ANOTHER STATE. 

11.  Execution.  This Agreement may be executed in separate counterparts and delivered by facsimile.


Sincerely,








ENRON NORTH AMERICA CORP.


By:  _____________________________



Title:  ____________________________

AGREED TO this 1st day of April, 2001.

GREELEY GAS COMPANY, A DIVISION OF ATMOS ENERGY
By:  ________________________________



Title:  _______________________________

