Enron North America/Citizens Utilities (Arizona)
Natural Gas Supply Proposal
Transwestern Pipeline


Buyer:	Citizens Communications Company, Arizona Gas Division

Seller:	Enron North America

Term:	July 1, 2001 – September 30, 2003

Delivery Point:	Griffith Interconnection on Transwestern Pipeline

Quantity:	The Daily Contract Quantity (DCQ) shall be as follows:

Month			DCQ

July, 01			20,000
August			20,000
September		20,000
October			20,000
November		15,000
December		15,000

January ’02 – Sept, 03	15,000

Price:		

	I.	Basin Gas Cost:
A. Demand Charge - $.07/MMBtu times the DCQ
B. Commodity Charge
1. Base Commodity Charge: Gas Daily Mid-Point of the Common Range for El Paso Pipeline, San Juan Basin, Non-Bondad deliveries for the Day of delivery.  
a. Nominations for Tuesday–Friday for weeks without a holiday must be made by 8:00 am the Day prior to the delivery day.
b. Nominations for Saturday–Monday for non holiday weekends must be received by 8:00 am Friday morning and quantity must be the same for all three days.
c. Nominations for Saturday–Tuesday for holiday weekends where the holiday falls on a Monday must be received by 8:00 am Friday and quantity must be the same for all four days.
d. Nominations for the two days during the week when a business day is followed by a holiday must be received by 8:00 am on the business day prior to the holiday and quantity must be the same for both days.
2. Late Nomination Commodity Charge Option: Gas Daily High End of the Absolute Range for El Paso Pipeline, San Juan Basin, Non-Bondad deliveries for the Day of delivery.   Applicable if nominations are received between 8:00am and 8:30 am.  All other scheduling conditions from B. 1. Above apply. 
3. Weekend/Holiday “Put Option” Commodity Charge:  Buyer can reduce quantity for a single day during a non-holiday weekend, holiday weekend or mid week holiday to a quantity lower than the quantity for the other days during the same period, and as low as zero, in which case a charge of $.50/MMBtu shall be assessed all deliveries during that period.  Late Nomination Commodity Charge Option can be applied to the Weekend “Put Option” in which case $.50/MMBtu charge shall be assessed on the Gas Daily High End of the Absolute Range for El Paso Pipeline, San Juan Basin, Non-Bondad deliveries for the Day of delivery. 
4. Nominations received after 8:30 will be accepted only on a best efforts basis and seller will not be obligated to supply gas to buyer.  Transactions will take place on a mutually acceptable basis and will be priced at market prices at that time.

II. San Juan Lateral Cost
A. Demand Charge – 100% of the “as-billed” rate, currently $.1031/MMBtu
B. Commodity Charge – 100% of the “as-billed” commodity charge, currently $.0011/MMBtu
C. Fuel Charge – 100% of the “as-billed” fuel charge, currently .25 %

III. Mainline Charge
A. Demand Charge – 100% of the “as-billed” rate, currently $.225/MMBtu
B. Commodity Charge – 100% of the “as-billed” commodity charge, currently $.023/MMBtu
C. Fuel Charge – 100% of the “as-billed” fuel charge, currently 4.5 %

IV. Increase in  Limit of Liability for Transwestern Services to $1 million
A. Demand Charge - $12,000/month (about $.02/MMBtu)
B. Variable Charge – None

V. Profit to ENA
A. 10% of the Spread Value
Spread Value = Gas Daily Mid-Point of the Common Range for PG&E, large pkgs,  in the table titled “Others,” for each day of delivery less $.10/MMBtu, less all fixed and variable pipeline charges identified above, less $.07/MMBtu, less Gas Daily Mid-Point of the Common Range for El Paso Pipeline, San Juan Basin, Non-Bondad deliveries for the Day of delivery, times the quantity of Gas delivered each day.  If the indexes described are unavailable for any reason, the midpoint indexes published in the next issue shall be used.

