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May 21, 2001


[bookmark: today][bookmark: today%13TIME]

Citizens Utilities Company
c/o Citizens Communication Company
     Arizona Gas Division
1300 South Yale Street
[bookmark: WWSetBkmk2][bookmark: customer%13fillin]Flagstaff, Arizona 86001
Attn: Mr. Sean Breen
Telephone (520) 226-2216
Facsimile (520) 779-5338
e-mail: sbreen@czn.com

TRANSACTION AGREEMENT

[bookmark: WWSetBkmk3][bookmark: customer%13fillin][bookmark: WWSetBkmk3_Copy_1][bookmark: customer%13fillin]	This Transaction Agreement (this "Agreement") shall form and effectuate the current proposal between Citizens Utilities Company ("Customer") and Enron North America Corp. ("Company") regarding the firm purchase and sale of Gas under the following terms and conditions.  Customer to purchase and receive (Buyer) and Company to sell and deliver (Seller).

PERIOD OF DELIVERY:	July 1, 2001 through September 30, 2003

DELIVERY POINT(S):	Griffith Interconnection delivery point on Transwestern Pipeline as documented in Buyer’s transportation agreement.

BUYER’S TRANSPORTER:	Transwestern Pipeline Company (“Transwestern”)

QUANTITY:
	(DCQ): 		Buyer’s DCQ for each Day shall be the quantity between zero and the Daily Demand Quantity (DDQ) nominated by Buyer for the delivery Day.  Buyer’s DDQ shall be 20,000 MMBtu per day for the period July 1, 2001 through October 31, 2001 and 15,000 MMBtu per day for the period November 1, 2001 through September 30, 2003.
a. Nominations for Tuesday–Friday for weeks without a holiday must be made by 8:30 a.m. Central Time the Day prior to the delivery day.
b. Nominations for Saturday–Monday for non-holiday weekends must be received by 8:30 a.m. Central Time 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 8:30 a.m. Central Time 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 8:30 a.m. Central Time on the business day prior to the holiday and quantity must be the same for both days.
e.	Seller shall not be obligated to supply gas to buyer if nominations are received after 8:30 a.m. Central Time.  Transactions will take place on a mutually acceptable basis and will be priced at market prices at that time.


	(MaxDQ:)		Seller will make additional quantities up to 25,000 MMBtu available to Buyer on a mutually acceptable basis.  Such additional quantities shall be referred to as Excess Utility Volumes.  

WEEKEND/HOLIDAY PUT OPTION:

	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 $0.50 per MMBtu shall be assessed on the total of all deliveries during that period.

	FIRM PEAKING GAS:	Up to 7,500 MMBtu per Day.  In the event that Buyer expects its gas usage to exceed the total amount of capacity Buyer has reserved for its utility customers (i.e. 25,000 MMBtu less the quantities indicated in the DCQ section above), Buyer can request Seller to deliver Firm Peaking Gas to Buyer’s city gate.  Buyer understands that because such supply shall be delivered using Flow Day Diversions, Alternate Firm Capacity and Interruptible Transportation Capacity, it is possible such Firm Peaking Gas will not be delivered.  In the event Buyer requests Firm Peaking Gas, Seller will indicate the whether or not it expects Firm Peaking Gas to be available.  If not available Seller shall have no obligation to deliver same.

CONTRACT PRICE (per MMBtu):	The Contract Price to be paid by Buyer to Seller for each Month during the Period of Delivery shall be determined based on the following:
(1)  Buyer shall pay a Demand Charge each month equal to the number of days in the month times the DDQ applicable for such month times $0.07.
(2)  The Contract Price per MMBtu for the DCQ shall be the Gas Daily Mid-Point of the Common Range for El Paso Pipeline, San Juan Basin, Non-Bondad deliveries for the Day of delivery.  
(3) Additionally Buyer shall reimburse Seller for the following San Juan Lateral costs:
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 %
(4)  Additionally Buyer shall reimburse Seller for the following Mainline Charges:
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 %
(5)  In addition to the price provided in (2) above, Buyer shall pay Seller an amount per MMBtu equal to eight and one half percent (8.5%) of the Spread Value.  The term “Spread Value” shall be equal to the Gas Daily Mid-Point of the Common Range for PG&E, large pkgs., in the table titled “Others,” for each day of delivery less $0.10 per MMBtu, less all fixed and variable pipeline charges identified above, less $0.07 per 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.
(6)  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 $0.50 per MMBtu shall be assessed on the total of all deliveries during that period
(7)	The Price for Firm Peaking Gas shall be based the alternative price available to Seller for Gas at the Southern California Border.  Seller shall procure Gas on behalf of Buyer and provide such Gas to Buyer at Seller’s cost plus $0.05 per MMBtu.  Buyer and Seller also can agree that such Firm Peaking Gas can be provided from other sources such as utilizing Transwestern Pipeline imbalance gas within allowable tolerance limits, using interruptible transportation on Transwestern or other means that might be available.  The Price for Firm Peaking Gas delivered from other sources shall be Seller’s  cost of such supply, plus $0.05 per MMBtu.  It is understood that for interruptible supply such cost shall be the Gas Daily High Price, plus $0.05 per MMBtu plus the cost of interruptible transporation to Buyer’s Citygate.  Buyer shall not be subject to an imbalance penalty charge for volumes of Firm Peaking Gas that may be provided by Seller’s utilization of Transwestern Pipeline imbalance gas.
			
FIRM PEAKING GAS		It is understood that the price for Excess Utility Volumes shall be the Commodity Charge indicated in the Price section below (excluding the Demand Charge), plus the fixed and variable cost of the San Juan Lateral (the sum of the Commodity Charge and San Juan Lateral shall be defined as “Enron Cost”), plus 7.5% of the difference between the Price received for the Excess Utility Volumes from PPL Energy Plus and the Enron Cost.  PPL Energy Plus is a customer of Buyer and Buyer hereby authorizes (a) PPL Energy Plus to contact Seller for any volumes it may desire to purchase from Buyer and (b) Seller to negotiate and set the daily volume and sales price to be paid by PPL Energy Plus to Buyer for such Excess Utility Volumes.

OTHER:		Scheduling:  Buyer and Seller have entered into that certain Agency Agreement dated November 4, 1998 necessary for Seller to act as Buyer’s agent with respect to Buyer’s Transportation Contracts Nos. 26519 and 26520 with Buyer’s Transporter.  Pursuant to such agreement, Seller shall be responsible for all scheduling activity related to transportation on such Buyer’s Transportation Contracts.  Seller’s scheduling activity shall include making nominations and receiving confirmations each day, receiving all reports related to scheduling activity and managing all pipeline imbalances.

This Transaction Agreement is being provided pursuant to and in accordance with the ENFOLIO Master Firm Purchase/Sale Agreement dated November 1, 1994, between Customer and Company (formerly known as Enron Capital & Trade Resources Corp.), and constitutes part of and is subject to all of the terms and provisions of such Agreement.  Please execute this Transaction Agreement and return an  executed copy to Company.  Your execution should reflect the appropriate party in your organization who has the authority to enter into this Transaction.  Upon receipt by Company of this executed Transaction Agreement it shall constitute a Transaction formed and effectuated under Section 2.2(i) of the above referenced Master Agreement.  In the event Customer alters the terms of this Transaction Agreement in any manner or fails to execute and return to Company this Transaction Agreement within 24 hours of its receipt thereof, there will be no Transaction under the above referenced Master Agreement pursuant to this Transaction Agreement.  

	CITIZENS UTILITIES COMPANY
	ENRON NORTH AMERICA CORP.

	
	

	By: ___________________________	
	By: ___________________________	

	(Title) 	
	(Title) 	

	(Date) 	
	(Date) 	
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