	GUARANTEE 



GUARANTEE, dated as of May 30, 2000, by Sempra Energy, a California corporation (the “Guarantor”), in favor of Northern Natural Gas Company, a Delaware corporation (the “Counterparty”).

1.	Guarantee.  To induce the Counterparty to enter into transactions evidenced by that certain Rate Schedule SF Sales Service Agreement dated as of June 8, 2000 by and between Sempra Energy Trading Corp. (“Trading Corp.”) and Counterparty (the “Transaction”), the Guarantor, absolutely, unconditionally and irrevocably guarantees to the Counterparty and its successors, endorsees and assigns the prompt payment when due, subject to any applicable grace period, of all present and future payment obligations of Trading Corp. to the Counterparty arising out of Transaction (the “Obligations”).

2.	Nature of Guarantee.  The Guarantor’s obligations hereunder shall not be affected by the existence, validity, enforceability, perfection, or extent of any collateral therefor or by any other circumstance relating to the Obligations that might otherwise constitute a legal or equitable discharge of or defense to the Guarantor not available to Trading Corp.  The Guarantor agrees that the Counterparty may resort to the Guarantor for payment of any of the Obligations whether or not the Counterparty shall have resorted to any collateral therefor or shall have proceeded against Trading Corp. or any other obligor principally or secondarily obligated with respect to any of the Obligations.  The Counterparty shall not be obligated to file any claim relating to the Obligations in the event that Trading Corp. becomes subject to a bankruptcy, reorganization or similar proceeding, and the failure of the Counterparty  to so file shall not affect the Guarantor’s obligations hereunder. In the event that any payment to the Counterparty in respect of any Obligations is rescinded or must otherwise be returned for any reason whatsoever, the Guarantor shall remain liable hereunder with respect to such Obligations as if such payment had not been made.  The Guarantor reserves the right to (a) set-off against any payment owing hereunder any amounts owing by the Counterparty to Trading Corp. and (b) assert defenses which Trading Corp. may have to payment of any Obligations other than defenses arising from the bankruptcy or insolvency of Trading Corp. and other defenses expressly waived hereby.  Notwithstanding any other provision of this Guarantee, the Guarantor’s aggregate liability under this Guarantee is limited to One Hundred Million United States Dollars (US$100,000,000), plus the reasonable costs and expenses of enforcing the obligations of the Guarantor hereunder. 

3.	Changes in Obligations, Collateral therefor and Agreements Relating thereto; Waiver of Certain Notices.  The Guarantor agrees that the Counterparty may at any time and from time to time, either before or after the maturity thereof, without notice to or further consent of the Guarantor, extend the time of payment of, exchange or surrender any collateral for, or renew any of the Obligations, and may also make any agreement with Trading Corp. or with any other party to or person liable on any of the Obligations or interested therein, for the extension, renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any modification of the terms thereof or of any agreement between the Counterparty and Trading Corp. or any such other party or
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person, without in any way impairing or affecting this Guarantee.  The Guarantor waives notice of the acceptance of this Guarantee and of the Obligations, presentment, demand for payment, notice of dishonor and protest.

4.	Expenses.  The Guarantor agrees to pay on demand all fees and out of pocket expenses (including the reasonable fees and expenses of the Counterparty’s counsel) in any way relating to the enforcement or protection of the rights of the Counterparty  hereunder; provided, that the Guarantor shall not be liable for any expenses of the Counterparty  if no payment under this Guarantee is due.

5.	Subrogation.  Upon payment of any of the Obligations, the Guarantor shall be subrogated to the rights of the Counterparty against Trading Corp. with respect to such Obligations, and the Counterparty agrees to take at the Guarantor’s expense such steps as the Guarantor may reasonably request to implement such subrogation.

6.	No Waiver; Cumulative Rights.  No failure on the part of the Counterparty to exercise, and no delay in exercising, any right, remedy or power hereunder shall operate as a waiver thereof, nor shall any single or partial exercise by the Counterparty of any right, remedy or power hereunder preclude any other or future exercise of any right, remedy or power.  Each and every right, remedy and power hereby granted to the Counterparty or allowed it by law or other agreement shall be cumulative and not exclusive of any other, and may be exercised by the Counterparty at any time or from time to time.

7.	Assignment.  Neither this Guarantee nor any rights, interests or obligations hereunder may be assigned to any other person (except by operation of law) without the prior written consent of the Guarantor and the Counterparty.

8.	Notices.  All notices or demands on the Guarantor shall be deemed effective when received, shall be in writing and shall be delivered by hand or by registered mail, or by facsimile transmission promptly confirmed by registered mail, addressed to such Guarantor at:

Sempra Energy
101 Ash Street
San Diego, CA 92101
Attention:  Chief Financial Officer
Fax:  (619) 233-6878

or to such other address or fax number as the Guarantor shall have notified the Counterparty in a written notice delivered to the Counterparty at the address or facsimile number specified in any master agreement governing one or more Transactions or, if no such master agreement has been entered into, to the Counterparty’s last address or facsimile number on Trading Corp.’s records.


 9.	Continuing Guarantee.  Subject to the provisions of Section 1 hereof, this Guarantee shall become and remain in full force and effect and shall be binding on the Guarantor, its successors and assigns until all of the Obligations have been satisfied in full.

10.	Governing Law.  This Guarantee shall be governed by and construed in accordance with the laws of the State of New York without regard to principles of conflicts of laws.

11.	Prior Guarantees.  This Guarantee shall supersede and replace any other guarantee or instrument which the Guarantor, or either or both of Enova Corporation and Pacific Enterprises, may have delivered in respect of Trading Corp.’s Obligations to Counterparty excluding, however, that certain Guarantee dated as of July 1, 1999 in respect of that certain Rate Schedule SF Sales Service Agreement dated as of July 1, 1999 by and between Trading Corp. and Counterparty and that certain System Balancing Pack and Draft Agreement dated as of July 1, 1999 by and between Trading Corp., and Counterparty.

IN WITNESS WHEREOF, this Guarantee has been duly executed and delivered by the Guarantor to the Counterparty as of the date first above written.


SEMPRA ENERGY



By:	
Name:	
Title:	

By:	
Name:	
Title:	____________________________________






APPROVED AS TO FORM:  _______



