                                    MEMORANDUM OF UNDERSTANDING         

betweenPARTICIPATION AGREEMENT

Between

Cascade Natural Gas Corporation
222 Fairview Avenue North
Seattle, Washington 98109

and

Enron North America Corp.

with respect to



Participation in the Cascade Industrial Sales Program


dated  ________________,2001September ____,2001




THIS MEMORANDUM OF UNDERSTANDING (“MOU”)PARTICIPATION AGREEMENT (this “Agreement”) is made effective as of the ______ day of _________________, 2001 (the “Effective Date”) by and between Cascade Natural Gas Corporation (“CNGC”), a Washington corporation, and Enron North America Corp. (“ENA”), a Texas corporation, hereinafter sometimes referred to singly as “Party” and in the plural as the “Parties”.

INTRODUCTIONWITNESSETH:
             
WHEREAS, CNGC operates natural gas distribution systems within the states of Washington and Oregon serving various classes of industrial customers.

WHEREAS, CNGC provides natural gas supply, interstate transportation, distribution and gas management services to a portion of these and other off-system industrial customers through its Cascade Industrial Sales (“CIS”) program.

WHEREAS, CNGC may, as agent for the industrial customer, arrange for the natural gas supply and interstate transportation service, through a third party provider, to meet the requirements of the CIS program.

WHEREAS, ENA has the ability to provide natural gas suppliesand interstate transportationrisk managements tools to satisfy the requirements of the industrial customers served by the CIS program.

SupplierWHEREAS, ENA desires to participate in the CIS program, as a third party, pursuant to this MOUAgreement and the terms and conditions contained hereinafter.  






1. PURPOSE

               The purpose of this MOU is to:
a) record the understandings between the Parties which will form the basis
upon which the Parties are to proceed with participation in the CIS program.

b) identify a preliminary basis for participation of each Party and to identify 
the obligations and activities of each Party in the CIS program.
           
c) establish the terms under which the Parties will cooperate and work jointly within the CIS program.

WHEREAS, ENA and CNGC desires establish the business arrangement between SupplierENA and industrial customer, recognizing CNGC as facilitator through its role as agent for the industrial customer.

2. ACTIVITIES

             The Parties shall make all reasonable efforts to cooperate and work together in good faith to make available to the industrial customer, a competitive, complete natural gas service. 
3. CIS CUSTOMER
For the purposes of this Agreement, a “CIS Customer” shall mean an industrial customer directly connected to CNGC’s distribution pipeline system with an average yearly natural gas consumption of up to __________ MMBtu per day.  [Let’s discuss this]

4. CNGC ACTIVITIES
             
               CNGC will perform the following activities:

identify potential customers 

b) initiate contact with customer and notify ENA

a) obtain appropriate customer credit and financial information (the accuracy and completeness of which is customer’s sole responsibility)

b) determine customer’s needs

c) request pricing for various gas supply options

d) determine supplier and supply option to be presented to customer

e) determine routing and pricing for interstate pipeline transportation, available CNGC capacity has preference

f) execute CNGC Agency Agreement with customer

g) prepare and present offering to customer

h) upon acceptance, customer will provide Supplier with customer’s credit information for approval, if acceptable, CNGC will execute gas purchase agreement with Supplier on behalf of customer

i) post capacity release on transporter’s Electronic Bulletin Board

j) arrange for remote read measurement

k) effectuate initial delivery under CIS program

l) provide ENA with metering data

m) operate under the Agency Agreement for the term of the Agreement

n) prepare to re-bid service within sixty (60) days prior to termination date


     Supplier ENA will perform the following activities:  

a) identify potential customers and refer to CNGC

b) determine most appropriate structure(s) to meet customers needs


c) provide pricing for various gas supply options within twenty-four (24) hours of a request provided necessary credit documents have been provided.

d) review credit information provided by customer, if acceptable, execute a gas purchase agreement with CNGC as agent on behalf of the customer

e) effectuate initial delivery under CIS program

f) provide monthly, detailed billing statement for natural gas supply to customer through its Agent, CNGC

g) provide customers with risk management tools during the term of the transactions

h) prepare to re-bid service within sixty (60) days prior to termination date            

5. OBLIGATIONS AND RESPONSIBILITIES

                The Parties shall act in good faith and make all reasonable efforts to fulfill their respective obligations with respect to accomplishing the activities described in Section 3.

                CNGC shall aggregate all billings for services under the CIS program due and payable by the industrial customer and submit a single monthly billing to said industrial customer.

                Within two (2) business days following receipt of payment from customer, CNGC, as agent for the customer, will make payment to the various third party service providersENA.  CNGC has no obligation, real or implied, to make payment for services provided to the customer until payment is received from said customer.
                
                In the case of late or non-payment by the customer, CNGC will, without accepting                responsibility for the customer’s debt, use reasonable efforts to assist Supplier in resolving any issue or conflict that has resulted in the late or non-payment.Provide ENA with a list of all existing CIS Customers. 

a) Initiate contact with any potential CIS Customers.
 
b) Notify ENA of any contact initiated with a potential CIS Customer.

c) Obtain all customer credit and financial information as requested by ENA (the accuracy and completeness of which is the CIS Customer’s sole responsibility).

d) Determine an existing and potential CIS Customer’s natural gas requirements.

e) Request ENA to structure gas supply options and pricing for all potential CIS Customers and new gas supply deals for all existing CIS Customers no later than at least 60 day prior to the date that such exisiting CIS Customer’s existing gas deal terminates.

f) Present ENA’s gas supply offers to the existing or potential CIS Customer(s).

g) Determine routing and pricing for interstate pipeline transportation, available CNGC capacity has preference.

h) Execute CNGC Agency Agreement with the CIS Customer and provide ENA a copy of the Agency Agreement.

i) If ENA’s supply offer is accepted by a CIS Customer, CNGC will execute ENA’s Enfolio Master Firm Purchase/Sale Agreement with all credit requirements with ENA on behalf of CIS Customer (the “Gas Agreement”).

j) Post CNGC’s interstate capacity for capacity release on transporter’s Electronic Bulletin Board, if necessary as part of gas supply structure.

k) Arrange for remote read measurement access for ENA.

l) Effectuate initial delivery to CIS Customer under CIS program.

m) Operate under the terms and conditions of the Agency Agreement for the term of the Gas Agreement.

n) In the case of late or non-payment by the CIS Customer, CNGC will, without accepting responsibility for the CIS Customer’s debt, use reasonable efforts to assist ENA in resolving any issue or conflict that has resulted in the late or non-payment.


6. ENA ACTIVITIES

     ENA will perform the following activities:  

i) Identify potential CIS Customers and refer such to CNGC

j) determine most appropriate gas supply structure(s) to meet the CIS Customers requirements

k) Provide pricing for various gas supply options within twenty-four (24) hours of a request and receipt of credit information requested by ENA; provided that, ENA may in its sole discretion decline to provide a gas supply option.

l) If ENA’s gas supply offer are accepted by the CIS Customer, execute the Gas Agreement with CNGC as agent on behalf of the customer

m) Effectuate initial delivery to CIS Customer under CIS program

n) Operate under the terms and conditions of the Gas Agreement

o) Offer CIS Customers risk management tools 


7. COOPERATION

                The Parties shall act in good faith and use reasonable efforts to fulfill their respective obligations with respect to accomplishing the activities described in Section 2 and 3.            

8. CONFIDENTIALITY

The Parties agree that all aspects of the CIS transactionParties exchange of information pursuant to this Agreement shall be subject to the provisions of the “Mutual Confidentiality Agreement” executed by the Parties on  March 9________, 2001.

9. EXCLUSIVITY AND NON-COMPETE

  This MOUAgreement does not provide SupplierENA with exclusive rights to be the only supplier to CIS Customer in CNGC’s CIS program.  Upon identification of a customer’san existing or potential CIS Customer’s requirements, CNGC will solicit supply and capacity offerings from aits portfolio of eligible suppliers.    Selection of the supplier is at CNGC’s sole option and will be based upon such criteria as price, dependability, 
source of supply and ease of administration.   

If CNGC and Supplier have cooperated to prepare a  CIS bid for physical gas for an identified customer, or if CNGC and Supplier have been serving the customer under the CIS program, this customer shall be deemed a “CIS Customer”. If Supplier sells natural gas to a CIS Customer within ninety (90) days after submission of a CIS bid to the CIS Customer, or within ninety (90) days after termination of a CIS contract with the CIS Customer, Supplier shall pay to CNGC a commission equal to the fees which CNGC would have received under the earlier bid or the preexisting contract with the CIS Customer.  Such commission shall be payable for a period of three (13) years or for the length of time Supplier sells natural gas to the CIS Customer, whichever is shorter. 
ENA agrees that during the Term (hereafter defined), and for a period of six (6) months after termination of this Agreement, ENA will not, without the express written consent of Agent, on its own behalf or on behalf of any other person or entity, directly or indirectly market natural gas supplies to any CIS Customer for which ENA has provided a gas supply offer in accordance with Section 3 of this Agreement.

Notwithstanding anything to the contrary contained herein, ENA may discuss, negotiate, and execute financial transactions with any counterparties, including without limitation, CIS Customers during the Term of this Agreement and any time thereafter.

10. TERM

This Agreement shall commence upon the Effective Date and terminate on the date that is one (1) year thereafter (the “Term”).

11. LIABILITY FOR CONSEQUENTIAL LOSS OF PROFIT

   Notwithstanding anything to the contrary contained in this MOU,Agreement, no Party shall be liable to the other for any indirect, incidental, special, exemplary, punitive or consequential damages, including without limitation loss of revenue, cost of capital and loss of business reputation or opportunity, whether any such damages arise out of contract, tort (including without limitation negligence), strict liability, warranty or otherwise.
                 
12. ASSIGNMENT

   A Party may not assign its rights under this MOUAgreement without the consent of the other Party, such
   consent not to be unreasonably withheld.

13. GOVERNING LAW, JURISDICTION

This MOUAgreement and the transactions contemplated by this MOUAgreement shall be subject to and be interpreted, construed and enforced in accordance with the laws in effect in the State of Washington,New York, without reference to its rules regarding conflict of laws.  Each Party accepts and submits to the jurisdiction of the state and federal courts in the State of Washington and 
all courts of appeal therefrom.

14. OTHER


a) Customers and customers facilities outside the CNGC service territory will not be considered CIS customers.

b) ENA would not be precluded from executing financial transactions with any counterparties.
c) 

CNGC agrees to make ENA aware of all potential CIS customers it identifies.
15. ARBITRATION

Any dispute relating to this Agreement shall be resolved by binding arbitration pursuant to the Commercial Arbitration Rules of the American Arbitration Association ("AAA") and all such proceedings shall be subject to the Federal Arbitration Act.  Each party shall select one arbitrator and the two arbitrators shall select a third arbitrator who has not previously been employed by either Party and does not have a direct or indirect interest in either Party or the subject matter of the arbitration. While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators' award that either of such arbitrators has past or present relationships with the party that appointed such arbitrator.  The arbitrators shall have no authority to award indirect, incidental, special, exemplary, punitive or consequential damages, including without limitation loss of revenue, cost of capital and loss of business reputation or opportunity, whether any such damages arise out of contract, tort (including without limitation negligence), strict liability, warranty or otherwise, regardless of whether such damages may be available under New York law. 


In Witness hereof of the Parties have duly executed this MOU.Agreement.



CASCADE NATURAL GAS CORPORATION





By:    King Oberg
Title:  Vice President, Gas Supply




_______________________CORPORATIONENRON NORTH AMERICA CORP.





By: ________________________
Title: ________________________
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