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November 16, 2001

Mr. Marion W. Howell

Gulf Power Company

One Energy Place

Pensacola, Florida 32520-0231

Re:
Reimbursement of Right-of-way costs for expedition of construction of electric service transmission facilities 

Dear Mr. Howell:


This letter agreement (this "Agreement") sets forth the agreement of Enron Compression Services Company, a Delaware corporation ("ECS") and Gulf Power Company, a Maine corporation (“Gulf”), (each referred to as a “Party” or collectively as the "Parties"), addressing certain details regarding the expedition of certain items concerning Gulf’s construction of power transmission facilities (the “Power Transmission Facilities”) in accordance with the terms and conditions of that certain letter agreement between Gulf and ECS dated February 13, 2001. 


The Parties acknowledge that the current budget amount for the construction costs of the Power Transmission Facilities is $864,000.  In order to expedite the projected completion date of the Power Transmission Facilities to March 1, 2002, ECS agrees reimburse Gulf for all actual direct costs incurred by Gulf for the construction of the Power Line Facilities in excess of $1,000,000 up to a total of $1,750,000 (the “Costs”).   Any costs, expenses, and overheads in excess of $1,750,000 shall be borne solely by Gulf.  The Costs to be reimbursed by ECS to Gulf include (i) $130,000 that ECS will reimburse Gulf for rights-of-way pursuant to that certain letter agreement between Gulf and ECS dated November 19, 2001 and (ii) $70,000 associated with accelerating the structure design and substation construction.

ECS will reimburse Gulf for the Costs as Gulf incurs the Costs.  ECS will pay the invoices submitted within 5 days of ECS receipt of such invoice. [Chris?]
In consideration of ECS’ payment of these amounts, Gulf represents and warrants that is has a 90% confidence level that the in-service date of the Power Transmission Facilities, including the substation shall be March 1, 2002.  Gulf will use best efforts and exercise due diligence to accelerate the completion date of the Power Transmission Facilities to March 1, 2002.  Gulf agrees that upon execution of this Agreement, Gulf will immediately engage contractors for the construction of the Power Transmission Facilites on a time and materials basis and accelerate the structure and substation design  in order to meet the March 1, 2002 completion date.  

ECS shall have the right, upon reasonable notice and at reasonable times, to examine the books and records of Gulf to the extent reasonably necessary to verify the accuracy of any invoice for any Costs made under this Agreement


Gulf agrees that in order to provide ECS with reasonable assurances of the construction progress of the Power Transmission Facilities it will provide ECS with the following:

1. Ability to perform on-site reviews of the construction progress of the Power Transmission Facilities.

2. Ability to confer with Gulf’s project management personnel on a weekly basis to discuss minimizing ECS’ additional cost exposure while meeting the March 1, 2002 completion date.

3. A detailed Gant Chart for the construction of the Power Transmission Facilities updated on a weekly basis. 

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

This Agreement shall be binding upon the Parties to this Agreement and their respective successors and assigns.


Sincerely,








ENRON COMPRESSION COMPANY


By:  _____________________________



Title:  ____________________________

AGREED TO this __ day of November, 2001.

GULF POWER COMPANY
By:  ________________________________



Title:  _______________________________

