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May 31, 2000


City of Pasadena
150 S. Los Robles Avenue, Suite 200
Pasadena, California 91101
Attn: Eric Klinkner, General Manager, Water & Power Department


TRANSACTION AGREEMENT

This Firm Transaction Agreement (this “Agreement”) shall confirm and effectuate the proposed agreement between the City of Pasadena ("Customer" and “Buyer”) and Enron North America Corp. ("Company" and “Seller”) regarding the firm purchase and sale of Gas on the following terms.

I.	Term:	March 1, 2000 – September 30, 2000 and month-to-month thereafter unless terminated with 30 days notice by Buyer or Seller

II.	BUYER’S USAGE:

DELIVERY POINT(S):  	The interconnection between the Southern California Gas Company (“SoCalGas”) system and any of the following pipelines:  El Paso Natural Gas Company (“EPNG”), Transwestern, Pacific Gas & Electric (“PG&E”), Kern River and/or California produced supply or SoCalGas storage.

	
QUANTITY:	A)	Seller shall be Buyer’s Authorized Marketer as defined by the tariffs of SoCalGas.  As Buyer’s Authorized Marketer, Seller shall pay any Imbalance Charges or penalties resulting from failure to balance Buyer’s usage and Seller’s deliveries, subject to other provisions indicated below.

	B)	Buyer shall pay for the amount of gas transported by Buyer on the SoCalGas system as documented by Buyer’s SoCalGas transportation invoice.

	C)	At least three days prior to the last trading day of that month’s NYMEX futures contract, Buyer shall notify Seller of the Baseload Daily Quantity (“BDQ”) for the next Month.  The BDQ shall be the daily quantity that Buyer shall purchase from Seller each Day during the Delivery Month.  If Buyer fails to notify Seller of the BDQ by this deadline, the BDQ shall be the average daily quantity that Buyer purchased from Seller during the previous Month.  After the start of the Month, if Buyer believes that its usage is higher or lower than the BDQ, Buyer can contact Seller to purchase additional supplies from Seller or to sell back a portion of such BDQ to Seller at the fixed price communicated by Seller to Buyer.

CONTRACT PRICE:	A)	The Contract Price for each MMBtu of the BDQ scheduled prior to the month shall be the price published in Natural Gas Intelligence Gas Price Index, or successor publication, in the first issue of the delivery month, in the table titled “California Border,” on the line titled “Southern California Border” less $0.015 per MMBtu.
	B)	If Buyer’s usage on any Day is higher than the BDQ, Buyer shall purchase such difference from Seller at a Contract Price equal to the Mid-Point Index, as posted in Financial Times Energy’s Gas Daily® publication, or successor publication, in the column "Daily Price Survey", under the heading “Others,” for SoCal gas, large packages, mid-point of the common range.  If Gas Daily does not publish a range for a particular day, the range reported in the next issue shall be used.
	C)	If Buyer’s usage on any Day is lower than the BDQ, Seller shall purchase such difference from Buyer at a Contract Price equal to the Mid-Point Index, as posted in Financial Times Energy’s Gas Daily® publication, or successor publication, in the column "Daily Price Survey", under the heading “Others,” for SoCal gas, large packages, mid-point of the common range.  If Gas Daily does not publish a range for a particular day, the range reported in the next issue shall be used.
	
OFO MANAGEMENT:	A)	Buyer shall assign an individual at plant that Seller can contact 24-hours/day to manage SoCalGas Operational Flow Order (OFO) events.

B) Seller shall be responsible for notifying Buyer in the event of a SoCalGas Operational Flow Order (OFO) requiring that Daily deliveries and usage equal each other within the tolerance permitted by SoCalGas.  Notification shall be by telephone call on Seller’s recorded line noting the date and time of such call.

C) Upon notification by Seller of an OFO event, Buyer shall set an OFO Quantity as the target for Seller to deliver during the OFO event.

D) If Seller does not notify Buyer of an OFO event, and Seller incurs penalties as a result of Seller delivering a quantity that differs from Buyer’s usage, such penalties shall be the financial responsibility of Seller. 

E) Any penalties incurred by Seller in delivering the OFO Quantity shall be the financial responsibility of Buyer.

F) Any penalties incurred by Seller as a result of its failure to deliver the OFO Quantity shall be the responsibility of Seller.

G) If Seller cannot contact Buyer’s representative to set the OFO Quantity, Seller shall unilaterally set the OFO Quantity, notify Buyer of such OFO Quantity by leaving a telephone message with Buyer and shall be financially responsible for any penalties assessed Seller as a result of Seller delivering a quantity that differs from Buyer’s usage.

III.	MANAGEMENT OF BUYER’S TRANSPORT CAPACITY AND GAS SUPPLIES:

	EL PASO CAPACITY:	A)	Seller shall act as Buyer’s agent under Buyer’s transportation contract with EPNG per the Agency Agreement between Buyer and Seller dated October 1, 1998, and any scheduling penalties shall be the responsibility of Seller.

B) Buyer shall pay El Paso transportation invoices. 

C) Buyer shall be entitled to a credit to the Contract Price in each Month determined as a basis differential between the Southern Cal Border Avg. index price published in Natural Gas Intelligence Gas Price Index, or successor publication, for Southern California, in the first issue of the delivery month, and the index price published in Inside F.E.R.C.’s Gas Market Report for EPNG-San Juan Basin, minus the applicable variable transportation charges on EPNG to transport Gas from the San Juan Basin to the Southern California Border, minus $0.015 per MMBtu, and that result, if positive, shall be multiplied by the number of Days in the Month and the quantity of Gas actually transported on Buyer’s capacity subject to a 70% monthly minimum usage obligation.  Seller shall also reimburse Buyer for any variable transportation costs incurred by Buyer as a result of Seller’s acting as agent for Buyer’s El Paso transportation capacity.

D) Buyer shall have the option, to be exercised at any time during the term of this Transaction Agreement, upon thirty (30) days notice, to sell the El Paso capacity to a party other than Seller.

	ENGAGE SUPPLY:	A)	Seller shall act as Buyer’s agent under Buyer’s transportation contract with Pacific Gas Transmission (“PGT”) per the Agency Agreement between Buyer and Seller dated October 1, 1998, and any scheduling penalties shall be the responsibility of Seller.

B)	Buyer is responsible for the payment of applicable pipeline charges and fees associated with delivery of Gas herein.  Buyer is also solely responsible for payment to third parties for the Engage Energy Supply.

C)	The Engage Energy Supply (“Engage Supply”) quantity shall be 4,033 MMBtus per Day at the Kern River Station.

D)	Seller shall purchase Buyer’s Engage Supply each Month at a price per MMBtu equal to the price published in Natural Gas Intelligence Gas Price Index, or successor publication, in the first issue of the delivery month, in the table titled “California Border,” on the line titled “Southern California Border” less $0.015 per MMBtu.  Seller will use its reasonable efforts to optimize the value of the Engage Supply.  Such optimization will be in the form of marketing the Engage Supply into markets at or upstream of PG&E’s interconnection with PGT at Malin, OR (“Upstream Markets”) when prices in those markets support such sales.  The opportunity arises when the price in markets at or upstream of Malin exceeds that price into SoCalGas’s system at the Southern California border.  Seller, when it becomes aware of an opportunity to market the Engage Supply into those Upstream Markets, will use its reasonable efforts to sell the Engage Supply into those Upstream Markets.  For every day that such Engage Supply is sold into such Upstream Markets, Buyer shall be entitled to a credit to the Contract Price determined as a basis differential between the Mid-Point Index, as posted in Financial Times Energy’s Gas Daily® publication, or successor publication, in the column "Daily Price Survey", under the heading “Others,” for Malin, OR gas, large packages, mid-point of the common range and the Mid-Point Index, as posted in Financial Times Energy’s Gas Daily® publication, or successor publication, in the column "Daily Price Survey", under the heading “Others,” for SoCal gas, large packages, mid-point of the common range times the amount sold times fifty percent (50%).  If Gas Daily does not publish a range for a particular day, the range reported in the next issue shall be used.

	E)	Buyer shall have the option, to be exercised at any time during the term of this Transaction Agreement, upon thirty (30) days notice, to sell the Engage Supply to a party other than Seller.

	APEA SUPPLY:

A) Seller shall manage the delivery of 3,000 MMBtu per Day of gas purchased by Buyer from American Public Energy Agency (“APEA”) and any scheduling penalties shall be the responsibility of Seller. 

B) Buyer is solely responsible for payment to third parties for the Gas purchased from American Public Energy Agency.

C) Buyer shall have the right to sell the APEA supply to counterparties other than Seller.  In those cases, Seller shall schedule such gas to the alternative counterparty.  In the event such sales are made by Buyer, Seller shall retain the flexibility in delivering the APEA supply pursuant to item D) below.

D) Seller will bear the risk of SoCalGas window cuts in return for the right to meet its Delivery Obligation with Buyer through SoCalGas Imbalance Trading and for the right to deliver the APEA Gas at any of the eligible Delivery Points in this Agreement.  For purposes of this Transaction Agreement, the term “SoCalGas Imbalance Trading” means a per MMBtu offset of any imbalance incurred by Buyer on SoCalGas against an opposite per MMBtu imbalance incurred by a third party on SoCalGas which are offset against each other pursuant to the imbalance trading provisions of SoCalGas’s tariff.  The parties acknowledge that imbalance trading would not be permitted during OFOs and, during the winter, deliveries must meet the minimums set by SoCalGas balancing rules.	

This Transaction Agreement is provided pursuant to and in accordance with the ENFOLIO® Master Firm Purchase/Sale Agreement (the “Master Agreement”) in effect between Company and Customer and constitutes part of and is subject to all of the terms and provisions of such Master Agreement.  Please confirm that the terms stated herein accurately reflect the proposed agreement reached between you and Company by returning an executed copy of this Transaction Agreement by facsimile to Company.  Your response should reflect the appropriate Party in your organization who has the authority to enter into this Transaction, and should be received by Company no later than 5:00 p.m. CT on the first Business Day following the date this Transaction Agreement was sent to Customer (the Effective Time).  Upon timely receipt by Company of this Agreement, it shall constitute a Transaction effective as of the Effective Time.  All capitalized terms herein used shall have the meanings ascribed to them in the Transaction Agreement.

Each party shall not disclose the terms of this transaction 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, order, regulation 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.  The provisions of the Agreement other than the terms of this transaction are not subject to this confidentiality obligation.  The parties shall be entitled to all remedies available at law or in equity to enforce, or seek relief in connection with, this confidentiality obligation; provided, all monetary damages shall be limited to actual direct damages.


	CUSTOMER:

CITY OF PASADENA
	COMPANY:

ENRON NORTH AMERICA CORP.
	

	
	
	

	
By _________________________________
	
By _________________________________
	

	     Name: ___________________________
	     Name: ___________________________
	

	     Title:   ____________________________
	     Title:   ____________________________
	

	     Date:   ____________________________
	     Date:   ____________________________
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