





June 20, 2000

Arthur Andersen LLP
711 Louisiana
Suite 1300
Houston, Texas  77002

We are providing this letter in connection with the Sales Service Agreement ("Agreement") dated June 8, 2000  between Northern Natural Gas Company ("Northern") and Sempra Energy Trading Corp. ("Sempra") , the System Balancing Agreement dated June 14, 2000 between Northern and TransCanada Energy Marketing USA, Inc. ("TransCanada"), the Monthly Pack System Balancing Agreement dated June 14, 2000 (“Pack Agreement”) between Northern and TransCanada and the Letter Agreement dated June 14, 2000 between Northern and TransCanada.  We confirm, to the best of our knowledge and belief, as of the date of this letter, the following representations made to you.

1. Northern does not need the 12.2 Tbtu of base gas (“base gas”) in the Cunningham gas storage reservoir to operate the storage facility.

2. Sempra will take physical delivery of the base gas in accordance with the contract terms from the Cunningham gas storage reservoir and will have title and the risks and rewards of ownership of the base gas.

3. Northern is not legally or economically compelled to repurchase the base gas.

4. Except for the Account Balance Quantity cash out mechanism set out in Article VI.B of the Pack Agreement, Northern does not intend to enter into an option or agreement to buy base gas during the term of the Agreement.

5. Northern has no first hand knowledge of any  agreements between Northern and Sempra or TransCanada other than those agreements referenced above relating to the purchase and/or sale of the base gas.

6. The sale of base gas is not subject to subsequent approval by regulators or dependent upon the execution of additional agreements other than those agreements referenced above.

7. Northern meets the revenue recognition requirements of S.E.C. Staff Accounting Bulletin 101 – Revenue Recognition with respect to the sale of base gas. 


	
	
	

	__________________________
	
	

	William R. Cordes
	
	

	President
	
	

	
	
	

	
	
	

	__________________________
	
	

	Roderick J. Hayslett
	
	

	Senior Vice President & Treasurer
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