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ATTORNEYS FOR THE DEBTORS AND DEBTORS-IN-POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
FORT WORTH DIVISION

Inre Chapter 11 Case

MIRANT CORPORATION, et d., Case No. 03-46590 (DML)
Jointly Administered
Debtors.
Date and Time:

February 25, 2004 at 12:00 p.m
(Motion for Expedited Hearing Pending)

N N N N N N N N N

DEBTORS MOTION FOR APPROVAL OF (I) THE “SETTLEMENT
AGREEMENT AND RELEASE” BETWEEN TRANSWESTERN
PIPELINE COMPANY AND MIRANT CORPORATION PURSUANT TO
RULE 9019 OF THE FEDERAL RULES OF BANKRUPTCY
PROCEDURE; AND (11) REJECTION OF VARIOUS GAS
TRANSPORTATION AGREEMENTSBETWEEN MIRANT
CORPORATION AND TRANSWESTERN PIPELINE COMPANY

TO THE HONORABLE D. MICHAEL LYNN, UNITED STATES BANKRUPTCY JUDGE:

Mirant Corporation ("Mirant") and its affiliated debtors (collectively, the
"Debtors"), as debtors and debtors-in-possession, file this Motion (the "Motion") for approval of:
(i) the “ Settlement Agreement and Release,” dated February 19, 2004, (the “ Settlement

Agreement”) between Mirant and Transwestern Pipeline Company (“ Transwestern”) pursuant to

LOSANGELES 272973 (2K)



Rule 9019 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules’); and (ii) as
part of the Settlement Agreement, for authority to reject (a) the “Privileged and Confidential
Agreement” dated March 23, 1999; (b) the “Firm Transportation Service Request” dated March
16, 1999; and (c) the “Form of Service Agreement — Form M, Rate Schedule FTS-1 (Contract
No. 26719)” dated March 17, 1999 (collectively, the “ Contracts’), between Mirant and
Transwestern, pursuant to section 365(a) of title 11, United States Code (11 U.S.C. 88 101 et
seg., as amended) (the "Bankruptcy Code™). In support thereof the Debtors represent as follows:

l. JURISDICTION AND VENUE

1 This Court has jurisdiction to consider this matter pursuant to 28 U.S.C.
88 157 and 1334. Thisis acore proceeding pursuant to 28 U.S.C. § 157(b). Venueis proper
before this Court pursuant to 28 U.S.C. 88 1408 and 1409.

. PROCEDURAL BACKGROUND

2. The Cases. Mirant Corporation and 82 of its direct and indirect
subsidiaries (the “Debtors”) filed voluntary chapter 11 petitions and manage and operate their
businesses as debtors- in-possession pursuant to sections 1107 and 1108 of the Bankruptcy Code.

3. The Cases are Jointly Administered. This Court has entered orders

approving the joint administration of the Debtors chapter 11 cases.

4, The Committees. Three official committees (collectively, the

“Committees’) have been appointed by the Office of the United States Trustee for the Northern

Digtrict of Texas in these administratively consolidated cases.
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. EFACTUAL BACKGROUND

A. The Contracts.

5. The Contracts, which are attached hereto as composite Exhibit A, * were
entered into and executed simultaneously, and jointly establish a transportation agreement for
pipeline transportation capacity of 25,000 MMBtu per day of natural gas on a portion of the
Transwestern Transportation System. The Transwestern Transportation System stretches from
San Juan, New Mexico to Mohave, Arizona. The Debtors entered into the Contracts to supply
natural gas to the Debtors California power plants. The Contracts will expire November 30,
2004.

6. Prior to the Petition Date, Mirant posted $307,500.00 in cash collateral as
security for its obligations under the Contracts. Pursuant to the “Order Granting Transwestern’s
Motion For Relief From Stay With Respect To Firm Gas Transportation Contract,” signed by
this Court November 25, 2003, Transwestern applied $67,288.43 of said cash collatera to pre-
petition amounts due and owing by Mirant to Transwestern, leaving Transwestern with a
remainder of $240,211.57 in cash collateral.

B. Summary of Settlement Agreement.

7. The Debtors commenced negotiations with Transwestern in order to reach
a compromise that would benefit the Debtors estates and avoid litigation between the Debtors
and Transwestern. The goal of these negotiations was to liquidate and compromise the amount
of Transwestern’s rejection damage claim against the Debtors' estates, as well as to establish the

treatment of the cash collateral Transwestern was holding as security for Mirant’s performance

! Not all parties were served with the Exhibits. Partiesin interest may request a copy of the Exhibits by making a
written request to the Debtors’ counsel.
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pursuant to the Contracts. The parties have successfully reached a compromise, as discussed
below.
8. Mirant and Transwestern have entered into a Settlement Agreement,?
which is attached hereto as Exhibit B, the principle terms of which include:
The Debtors will reject the Contracts effective on the later of: (a) the date this
Court approves the Settlement Agreement; and (b) the date Transwestern

rel eases the pipeline transportation capacity to athird party, but in no event
later than March 1, 2004.

In full and final satisfaction of all claims of Transwestern arising under or in
connection with the Contracts, Mirant will pay Transwestern the amount of
$240,211.57 (the “ Settlement Payment”).

The Settlement Payment will be satisfied by the application of the remaining
$240,211.57 cash collatera currently held by Transwestern.

The parties will mutually release al claims and potential claims relating to or
arising from the Contracts (including the regjection thereof), and any claims
that might arise in relation to the cash collateral.

V. RELIEF REQUESTED

9. By this Motion, the Debtors hereby request approval of the Settlement
Agreement under Bankruptcy Rule 9019. The Debtors also hereby seek approval of the regjection
of the Contracts under section 365 of the Bankruptcy Code effective on the later of: (a) the date
this Court approves the Settlement Agreement; and (b) the date Transwestern rel eases the
pipeline transportation capacity to athird party, but in no event later than March 1, 2004.

10. The Debtors specifically direct this Court's attention to the fact that the
Contracts are ones over which the Federal Energy Regulatory Commission ("FERC") has certain

jurisdictional authority. However, the Debtors submit that the rejection of the Contracts may,

2 Unless otherwise defined herein, capitalized terms have the same meanings ascribed to them in the Settlement
Agreement.
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and should, be approved by this Court. Thisis because Transwestern has blanket certificate
authority to enter into the Contracts pursuant to 18 C.F.R. Part 284, Subpart J of FERC's
regulations, and, as such, the Contracts did not require FERC approval prior to the Debtors and
Transwestern entering into such agreements. Furthermore, FERC approval is not required in
order to terminate the Contracts because the blanket certificate authority granted to Transwestern
contains pre-granted automatic abandonment authority. 18 C.F.R. § 284.221(d).

11.  Certainly, if the parties have the authority to enter into and terminate the
Contracts without seeking individual FERC approval due to Transwestern’s blanket certificate
authorization, the Contracts can be consensually rejected under Bankruptcy Code section 365, as
requested herein. Moreover, FERC has been served with this Motion. 1n sum, the Debtors
submit that there is no jurisdictiona impediment to this Court granting the Motion.

V. BASISFOR RELIEF

A. The Court Should Authorize the Debtorsto Enter Into the Settlement
Agreement Under Rule 9019.

12. Rule 9019(a) of the Bankruptcy Rules provides, in part, that “[o]n motion
by the trustee and after notice and a hearing, the court may approve a compromise or settlement.”
Fed. R. Bankr. P. 9019(a). Rule 9019(a) empowers a bankruptcy court to approve compromises
and settlements if they are “fair and equitable and in the best interest of the estate.” Inre Cajun
Electric Power Cooperative, Inc., 119 F.3d 349, 355 (5th Cir. 1997); see also In re Zale Corp.,
62 F.3d 746, 754 (5th Cir. 1995) (stating that “the ‘fair and equitable’ determination does not
give the bankruptcy court jurisdiction over settlement conditions that do not bear on the court's
duties to preserve the estate and protect creditors.”).

13. A decision to accept or reject a compromise or settlement is within the

sound discretion of the Court. See 9 Collier on Bankruptcy 1 9019.02 (15th ed. Rev. 2001).
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“Compromises are favored in bankruptcy” because they minimize the costs of litigation and
further the parties’ interest in expediting administration of a bankruptcy estate. SeeInre Martin,
91 F.3d 389, 393 (3d Cir. 1996) (citing 9 Collier on Bankruptcy 1 9019.03[1] (15th ed. Rev.
2001)).

14. Furthermore, a settlement need not result in the best possible outcome for
the debtor, but must not “fall beneath the lowest point in the range of reasonableness.” Inre
Drexel Burnham Lambert Group, Inc., 134 B.R. 499, 505 (Bankr. S.D.N.Y. 1991). Basic to the
process of evaluating settlements is “the need to compare the terms of the compromise with the
likely rewards of litigation.” Protective Comm. for Indep. Stockholders of TMT Trailer Ferry,
Inc. v. Anderson, 390 U.S. 414, 425 (1968).

15. In order to determine whether a settlement is fair and equitable, this Court
should consider and evaluate the following factors: (i) the probability of success in the litigation,
with due consideration for the uncertainty in fact and law; (ii) the complexity and likely duration
of the litigation and any attendant expense, inconvenience and delay, and (iii) all other factors
bearing on the wisdom of the compromise. See Cajun Electric, 119 F.3d at 356 (citations
omitted).

B. The Rule 9019 Factors Are Satisfied.

0] Probability of Success in the Litigation.

16.  The Debtors have determined that outright rejection of the Contracts could
result in a damages claim in excess of the Settlement Payment of $240,211.57. The Settlement
Agreement limits the amount of such damages to the Settlement Paymert. The economics of the
Settlement Agreement include the assumption (and condition) that Transwestern will be able to
“release” the pipeline capacity to athird party by March 1, 2004 which will permit Transwestern

to mitigate their damages.
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17. Unless the Debtors are allowed to reject the Contracts immediately, the
demand charges for March 2004 will be approximately $130,000.00. This demand charge, for a
single month, is over one- half of the total claims allowed by the Settlement Agreement. Any
value provided by the Contracts is far exceeded by the expenses® that Mirant is incurring
pursuant to the Contracts, which Mirant must pay irrespective of the amount of natural gas
actually scheduled on adaily basis.

18.  The proposed Settlement Agreement minimizes the Debtors' lossesin
regard to the Contracts when compared to the alternatives of assumption or outright rejection.
Therefore, this factor weighs in favor of settlement.

(i)  Complexity, Likely Duration of the Litigation, and Expense.

19.  The Debtors believe that determining the amount of Transwestern’s
rejection damage claim arising from the Contracts, and establishing the treatment of the cash
collateral, are beneficial to their estates. Pursuant to the Settlement Agreement, Transwestern
will agree to waive any claims against the Debtors relating to or arising from the rgjection of the
Contracts. The Debtors believe that litigation of Transwestern’s rejection damage claim might
have a detrimental impact on the Debtors' reorganization efforts because some of the Debtors
key personnel and management would be focused on managing such litigation rather than the
Debtors emergence from chapter 11. Therefore, the Debtors, in their business judgment, have
determined that the terms of the Settlement Agreement are beneficia to the Debtors and hereby

requested Court approval to enter into an agreement with substantially the same terms.

3 These expenses include demand charges, commodity charges, other fees, charges, expenses, costs, and surcharges.
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(@ii)  Other Factors Favoring Settlement.

20.  The Debtors and Transwestern have entered into the Settlement
Agreement only after both parties thoroughly analyzed their respective positions and jointly
made significant movements and concessions in an effort to resolve the dispute.  Pursuant to the
Settlement Agreement both the Debtors and Transwestern will receive arelease of clams arising
out of or in connection with the Debtors’' rejection of the Contracts and the cash collateral. Each
of the foregoing factors favors granting the Motion.

C. The Contracts Are Executory Contracts That Should Be Rejected.

21.  Section 365(a) of the Bankruptcy Code provides that a debtor-in-
possession, “subject to the court’s approval, may assume or reject an executory contract of the
debtor.” 11 U.S.C. §365(a). An executory contract is defined as one where material
performance is due on both sides such that the failure of either party to complete performance
would constitute a material breach of the contract excusing performance of the non-breaching
party. Seelnre Liljeberg Enterprises, Inc., 304 F.3d 410, 436 (5th Cir. 2002); In re Murexco
Petroleum, Inc., 15 F.3d 60, 62-63 (5th Cir. 1994).

22.  The Contracts are executory contracts because they require
(i) Transwestern to provide Mirant with the on-going right to use the Transwestern
Transportation System and (ii) Mirant to pay for thisright. Moreover, Transwestern’s failure to
allow Mirant to use its Transportation System would constitute a material breach of the
Contracts, excusing the performance of the other party. Therefore, the Contracts are
undoubtedly executory contracts that may be rejected under section 365 of the Bankruptcy Code.
See, eg., Inre El Paso Refinery, L.P., 220 B.R. 37, 39 n.1 (Bankr. W.D. Tex. 1998) (contract
requiring debtor to provide jet fud to government held to be executory); In re Cajun Power

Cooperative, Inc., 230 B.R. 693, 702 (Bankr. D. La. 1999) (supply contracts entered into by
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debtor electric cooperative held executory).

D. Rej ection Of the Contracts |s Within the Debtors Business Judgment.

23.  Asnoted previoudly, rejection of an executory contract requires court
approval. A debtor’s decision to assume or reject will be approved, provided that it meets the
“business judgment” test, pursuant to which rgjection of an executory contract is appropriate if
such regjection would benefit the estate. See Richmond Leasing v. Capital Bank, N.A., 762 F.2d
1303, 1309 (5th Cir. 1985); Inre G.I. Indus., Inc., 204 F.3d 1276, 1282 (9th Cir. 2000) (“[A]
bankruptcy court applies the business judgment rule to evaluate a trustee’ s rejection decision...”);
In re Food Barn Sores, Inc., 107 F.3d 558, 567 n. 16 (8th Cir. 1997) (debtor’s request to assume
or reject contract should be approved where not manifestly unreasonable or made in bad faith).

24.  The “business judgment” test is satisfied where the assumption or
rejection of an executory contract enhances the value of the estate. See Richmond Leasing, 762
F.2d at 1309. Upon afinding that a debtor has exercised sound business judgment in
determining whether to assume or reject an executory contract, a court should approve the
decision pursuant to section 365(a) of the Bankruptcy Code. See NLRB v. Bildisco & Bildisco,
465 U.S. 513, 523 (1984). “The fundamental purpose of reorganization isto prevent a debtor
from going into liquidation, with an attendant loss of jobs and possible misuse of economic
resources.” Bildisco, 465 U.S. at 528 (citing H.R.Rep. No. 95-595, p. 220 (1977)).

25.  The Debtors have determined, in their reasonable business judgment, that
the Contracts should be rejected because they are uneconomical and an impediment to the
Debtors' ongoing business operations. Rejection of the Contracts is well within the sound
business judgment of the Debtors.

26. At the time the Debtors entered into the Contracts, they intended to use the
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Transwestern Transportation System to provide some gas supply to the Debtors' power plantsin
Cdlifornia. However, due to changes in the market and the Debtors business operations, the
Contracts currently provide minimal value to the Debtors California power plants. Any value
provided is far exceeded by the expenses® that Mirant is incurring pursuant to the Contracts,
which Mirant must pay irrespective of the amount of natural gas actually scheduled on a daily
basis. Mirant has determined that it can procure natural gas to service the California plarts by
alternative and more economical means. Therefore, the Debtors have determined that it isin

their best interest to reject the Contracts.

* These expensesinclude demand charges, commodity charges, other fees, charges, expenses, costs, and surcharges.
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VI.  CONCLUSION

WHEREFORE, based upon the foregoing, the Debtors request that the Court

grant the relief requested herein, and any other relief that is necessary and proper.

Dated: February 19, 2004
HAYNESAND BOONE, LLP
901 Main Street
Suite 3100
Dadlas, TX 75202
(214) 651-5000

-and-

By _ /9 Michelle C. Campbell

Thomas E Lauria

State Bar No. 11998025
Michelle C. Campbell
State Bar No. 24001828
WHITE & CASELLP
Wachovia Financial Center
200 South Biscayne Blvd.
Miami, Florida 33131
(305) 371-2700

ATTORNEY S FOR THE DEBTORS AND
DEBTORS-IN-POSSESSION
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that she provided a true and correct copy of the
forgoing to Bankruptcy Services, LLC and directed them to effect service upon all persons on the
Limited Service List (without exhibit) via overnight mail, and the addressees set forth below via
overnight mail (with exhibit) on the 19th day of February, 2004.

Eric J. Taube

Mark C. Taylor

Hohmann, Taube & Summers, L.L.P.
100 Congress Avenue

Suite 1600

Austin, TX 78701

Howard L. Siegel

Brown Rudnick Berlack Isragls LLP
City Place |, 185 Asylum Street
Hartford, CT 06103-3401

William R. Baldiga

Brown Rudnick Berlack Isragls LLP
One Financia Center

Boston, MA 02111

Edward S. Weisfelner

Ledie H. Scharf

Brown Rudnick Berlack Isragls LLP
120 West 45th Street

New York, NY 10036

Paul N. Silverstein
Andrews & Kurth, L.L.P.
805 Third Avenue

New York, NY 10022

Jason S. Brookner
Andrews & Kurth, L.L.P.
1717 Main Street

Suite 3700

Dallas, TX 75201
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Deborah D. Williamson
Thomas Rice

Cox & Smith Incorporated
112 East Pecan Street

Suite 1800

San Antonio, TX 78205-1505

Bruce R. Zirinsky

Gregory Petrick

Cadwalader, Wickersham & Taft
100 Maiden Lane

New York, NY 10038

Mark Thompson

Simpson Thacher & Bartlett
425 Lexington Avenue
New York, NY 10017-3954

Transwestern Pipeline Company
Attn:  Shelley Corman,

Senior V.P., Marketing
1400 Smith Street
Houston, TX 77002

Federal Energy Regulatory Commission

Attn: Dennis Lane
888 First Street, NE
Washington, DC 20426

/9 Michedlle C. Campbell




EXHIBIT A



SETTLEMENT AGREEMENT AND RELEASE

This Selllement Apreement and Release (this “Agreement™), entered into as of
February 19, 2004, is by and hetween Mirmi Corporation (fk/a Southern Energy, Inc.)
("Mirant™) and  Transweslem  Pipeline  Company [(“TRANSWESTHRN).
TRANSWESTERN and Mirant shall hereinafter sometimes be referred to separately as
*“Parly” or collectively as “Parties.”

WHEREAS, on Tuly 14, 2003 {ihe “Petiion dale™) and continuing inta the
morning of July 15, 2003, Mirant and a number of its affitiates (the “Tixcbtors™) Aled
volunrary petitions in the United Stalcs Bankruptey Court for the Nonhern Dhistrict of
Texas (the “Bankruptey Courl™) for reliel under chapter 11 of title 11 of the United States
Code, Case No. 03-46590 (DML) (the “Froceeding™);

WHEREAS, the Debtors have the right, aftcr notice and approval of the Court in
the Proceeding, to reject executory contracls under Section 365 of the U.5. Bankrupicy
Code;

WHEREAS, TRANSWESTERN and Mirant are Parties to a Fiom Transportation
Service Agreement dated March 17, 1999 and 2 Privileged and Confidential Agreement
dated March 23, 1999, and Mirant executed a Firm Tramsportation Service Request dated
March 16, 1999 (collectively, the Transportation Agreements™), which provide for 25,000
Dth per day of firm transportation from the San Juan Basin to SoCal Needles with a term
beginning May |, 2000, the n-service date of the Gallup Expansion, and ending five
vears from such date;

WHEREAS, to insnre payment to TRANSWESTERN for obligations due and
owing in connection with the Transportation Agreements, Mirant pested cash collateral in
the amount ol $307,500 and with permission of the Bankruptcy Cowrt on [aater date of
order] TRANSWESTERN applied $67 285 43 o pro-petition amounts due and owing by
Mirant to TRANSWESTERM, leaving TRANSWESTERN with a remainder of
$240,211.57 in tish collateral {the “Coliaterai™);

WHEREAS, Mirant cxpressed a desire to reject the Transportation Agreements
pursnant t¢ sechion 363 of the Bankouptey Code and TRANSWESTERN indicated that it
would asgert claims in the Procseding against the Debters for any damages they would
inear ag a result of the proposed rejection of Lhe Transportation Agresments;

WIIEREAS, the Parties desire to settle any amd all claims that any Party would
have, or otherwise compromise all disputed or potentially disputed issues, arising from or
related to {i} the ‘I'tansportation Agreements, including rejection of the Transportation
Agreements, assertion of rejection darnapes ansing under the Transportation Agrecmettts,
and (i1} the Collateral {the “Disputed Issues™;

WHEREAS, the Parties have agreed to resolve the Disputed Issues, including the
rgjection of the Trunsportation Agreements, the amount of rejection damages and the
form, timing, and payment of such damages; aml



NOW, THEREFORE, in consideration of the premiscs and the mutuad covenumls
and agreements contained herein, and other good and  valuahle consideration,
TRANSWESTERN and Mirant, each for itself and for its successors and permitted
assigns, hereby agree to as follows:

1. Settlernent Payment and Prepetition Claim. In full and final satisfaction of
all claims of TRANSWESTERN arising under or in conpeciion with the
Transportation Agreements, Miramt shall pay TRANSWESTERN the amount of
$240.211.57 the “Settlement Payment”). TRANSWESTERN and Mirant agree that
payment of the Settlement Payment shall be made and satisfied selcly through
TRANSWESTERN's application of the Collateral. Mirant agrees thal (i}
TRANSWESTERN is entitled to apply the Collaters] for the Seltlement Payment due
hereunder and (i) the Settlement Payment is immediately due and owing on the
Tffective Date without any netice or pmae period. Notwithstanding any other
provision of this Agreemenl to the contrary, Mirant agrees io pay to
TRANSWESTERN, when due, any amounts payable under the express terms of the
Transportation Agreements for the month of Febrnary, 2004

2. Bankruptcy Court Approval; Effective Date. The reeeipt of Bankrupley
Court approval of this Agreement is a condition precedent te the efTectiveness of this
Agreement. In addition, a further condition prevedent to the effectiveness of this
Agreement shall be the execution by a third party acceptable to TRANSWESTERN
of a firm nalural gas transportation agreement with an effective date of March 1, 2004
witly: {a} the same term, maximum daily qeantity and receipl and delivery points as
those specified wnder the Transportation Agrecments; and (b) a reservation rate of at
least 5.15 per MMbw. In the event the Partics are unable to satisfy both of such
conditions precedent on or before March 1, 2004, this Agreement will be deemed nall
and void. The Parties ayrce, however, to work cooperatively and in good faith to
satisfy such conditions promptly. The Fffective Date of thiz Agreement will be the
date that both of (he conditions precedent specified above have been satisfied,
provided such conditions precedent are satisfied no later than March 1, 2004,

3 Releasc of Claims by Mimmrl. Upon the Effective Date of this Agrecment,
Mirant, on behalf of itself and its owmers, succcssors, heirs, assigns, execulors,
administrators,  predecessors, lepal  represetalives,  divisions,  associates,
Teprescniatives, principals, apenls, servants, employecs, shareholders, officers and
directors, does horeby release, acquit and forever discharge TRANSWESTERN, s
owihiers, successors, heirs, assigns, execulors, administrators, prodecessors. legal
representatives, parents, affiliatcs, subsidiaries, dwisions, associates, representatives,
principals, agents, servants, cmployees, shareholluors, officers and  directors , of and
from any and all, joint and/or several claims, charges, demands, damages, aclions,
causes of achion, suils in equity, expenses, cxecutions, judgments, lovies, liabilities,
losses, attorneys’ fees, liquidated or unliquidated. fixed, contmgent, direct or indiredt,
whatsocver kind or nature, whether herelolore or hercafter acerning, or whether now
known or not lkmown to the Parties, relating to or ansing out of the Dispuled Tesues.
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4. Release of Claims by TRANSWESTERN. Upon the Effective Date of this
Agreenent, TRANSWESTERN, on behalf of itsclf and its owners, successars, heirs,
assighs, executors, administrators, predecessors, legal representatives, divisions,
associates, represcnfatives, principals, agents, servants, employees, shareholders,
officers and directors, docs hereby release, acquit and forever discharge Mirant, 1ts
OWTIETS, $UCCESROrs, heirs, assigns, executors, administrators, predecessors, legal
representatives, parents, affiliates, subsidiarics, divisions, assuciates, representatives,
principals, agents, servants, employees, shareholders, officers and  directors, of and
from any and all, joint and/or several claims, charges, demands, damages, actions,
causes of action, suits in equity, expenses, executions, judgments, levies, liabilities,
losses, attorneys’ fees, liquidated or unliguidated, fixed, contingent, direct or indirect,
whatsocver kind or nature, whether herelnfore or hereafter accruing, or whether now
known or nol known to the Parties, relating to or arising out of the Disputed Issues.

5 Rejection of the Transportation and Transportation Agreements.
TRANSWESTERN herchy agrees not to oppose the rejection of the Transportation
Agreements. Mirant shall prompily move for the approval of this Agreement by the
Bankruptey Cowrt, and TRANSWESTERN shall cooperate with and support Mirant
in such application.

6. Surviving Claims. Except as expressly provided herein, nothmg in s
Agreement pompromises, discharges or otherwise affects any other matters between
the Debtors and TRANSWESTERN.

7. Seitlement Not an Admission. Nothing conluincd in this Agreement shall be
deemed an admission of any kind, whether of gailt, liability, or fucl, by or against the
Parties or their dircetors, officers, sharcholders, agents, employees, representatives,
principals, successors, predecessors, assigns, and heirs.  Whether or not this
Agreement is consummaled or approved, neither this Agreement mor evidence
regarding any of the events or negotiations leading up lu i shall be adimissible tn any
action or proceeding for any putposce other than enforcement of this Agreement

8. Representations, Warranties and Covepants. Fach Party represents and
warrants to ench olther and agrees with each other as [ollows:

a. Each Party la this Agreement has reccived independent legal advice from
attorneys of its own choosing with tespect o the advisability of executing this
Agreemenl, and prior io the execution of this Agreement by each Party, that
Party's atborneys reviewed this Agreement at length, and made all desircd
changes.

b, Fxcept as expressly stated in this Agreement, no Party to tng Agreement has
mide sny slatement ot representation (o any other Party to this Agreement
regarding any fact relied upon by such other Party in entering inlo s
Apreement, and each Party spceifically does n rely unon any statement,



v

representation, or promise of the ather Party in execating this Agresment,
except as gxpressly stated im this Agreemont.

There are no other agreements or undersiandings between the Parties related
ko the subject matter deseribed hercin cxeept as stated in this Apgeemenit

Each Party to this Agreement, together with its allurveys, has made such
investigation of the facts perlaining to this Agreement, and of ail the matters
pertaimmyg hereto, as it desms necessary.

The terms of this Agreement are contractual, niot a mere vecital, and this
Apreement is the result of negotiations between the Partics to this Agreement,
each of which has participated in the drafting of this Agreement throuph its
respeetive attomeys. No Party shall be deemed the drafter of this Agreement,
arul 1z Agresment shall not be construed against any Party as the drafter.

This Agreement has been carcfully read by, the conlents hereof are known and
understood by, and it is signed reely by each person executing this
Spreement.

Each Parly o this Agreement has the power and authority to enter inla and
perform this Agreement, and the execution and perfoemance of this
Apreement has been duly authorized by all requisite corporate action,

. Fach Party to this Agreement agrees that such Party will not take any action

that would interfere with (he performance of this Agreement by any other
Darty 1o thig Agreement or that would adversely affect any of the rights
provided tor in this Agreement.

In emtening into this Apreement, each Party recognizes that no facts or
representations are ever absolutely certain; accordingly, except as specifically
provided in this Agreement, cach Party to this Agreement assomes the risk of
any mistake, and if any Parly should subsequently discover that any fact it
relied upon in entering into this Agreement was untrue, or il any
understanding of the facts or of the Jaw was ineorrect, such Party shall not be
entitled to set aside this Agreement by reason thereof. This Agreement is
intended to be final and hinding between and among the Parties, regardlcss of
any mislake of fact, mistake of law, or any other circumslimees whatsoever.
Each Party relies on the said finality of this Apreement as & matenal factor
inducing that Party’s execution of this Agrecment.

No Party to this Ayprcement has herstofore assigned or transterred or
purported to assign or transfer to any person, [irm, or corporation whatsoever
any actions, causes of aclion, debts, dues, Habilities, controversies, claims, or
demands herein refeascd. [lach Party bereto agrees to indemnity and hald
harmless the other Parly hereto against amy aclions, causes of action, debls,
dies liabilities, comlroversics, claims, counterclaims, crossclaims, third-party
claims or demands based on, ansing out of, or in connectivn with any such



tramsfer or assignment or purperted tramsfor or assignment, meloding all
attomeys’ fees and costs ineurred in commeciion therewith.

9, Intepratiom. This Agreement constitutes a single, integrated, written conitact
expressing the enlire agreement of the Parties to this Agreement relative to the subject
matter hereof, No covenants, agreements, representations, or warrantics of any kind
whalsoever have beerr made by any Party (0 this Agreement, except as specifically set
forth in this Agreement. All prior discussions and negatiations have been and are
merged and integrated into, and arc superseded by, this Agreement. Thiz Agresment
may niot be supplemented or changed orally.

10. Choice of Law. THIS AGREEMENT SHALL BE GOVERNED BY,
CONSTRUED AND ENFORCED IN ACCORDANCE WITH, AND SUBIECT TG,
THE LAWS OF THE STATE OF NEW YORK, EXCLUDING ANY LAWS
WHICH RESULT IN THE APPLICATION OF THE LAWS OF ANOTHER
JURISDICTION.

11. Mobile-Sierra. This Apresment shall not be subject to change lhrough any
nnitateral application By any Party, to any governmental authority, inciuding the
Federal Bnergy Regulatory Commission (“FERC™) pursuant to the Natural Gas Act,
without the prior mutual written agreement of the Parties. Subject ta the forcgoing
sentepee, each Party hereby irrevocably waives any right it may or can have to
unilaterally seck any change, or to support any application, complaint. or aclion by
any other party of governrmental authority secking a change to this Aproement.

ABSENT TIIE AGREEMENT OF THE PARTIES TO ANY PROPOSED
CHANGES TO THIS AGREEMENT, THE STANDARD OF REVIEW FOR
CHANGES TO THIS AGREEMENT PROPOSELD BY A PARTY, A NON-PARTY
OR FERC ACTING SLA SPONTE SHALL BE TITE "PUBLIC TNTEREST"
STANDARD OF REVIEW SET FORTH IN UNITED GAS PIPE LINE €. ¥,
MOBILE GAS SERVICE CORP,, 350 U.S. 332 (1956) AND FEDERAL FOWLER
COMMISSION V. SIERRA PACIFIC POWER CO., 350 U.S, 348 (1256).

12. Severahility, It is understood and agreed that if any one or merc of the
provisions contained within this Agreement shall later be found to be void, vindable,
ineffective or unenforceable, that finding shall have no affcer on the remmmnuder of the
Parties’ agrecments undertakings or congiderations which shall remain in full force
and effect.

13. Written Amendment. No modification of the terms and provisions of this
Agreement shall be made except by the cxccution hy all Parties of a writlen
agTesment.

14. Execulion it Connterparts. Thiz Apreement may be executed in as many
counterparts as deemed necessary and whon so executed shall have the same clfect as
if the Parties had cxccuted the sume mslrutne.

Il



IN WITNESS WHEREOF, the Partics hereto have cauesd this Agreement 10 be
executed in duplicate orignais by theér doly mzthorized officers an of the daie firet written
abovo,

Im_lzzmmmm COMPANY
By wih
MName. m -5 ’ g;b\?w\-.

Title: éﬂ: v/ E - g&gmajg ;.mwj .

TR W

Nam n L (YNeal

Title: ¥ice Pregident and Chief Commercial Officer
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| PRIVILEGED AND CONFIDENTIAL
: AGREEMENT '
This Agreement !g("Agrtemem'} is ertered inte this-;_ - day of ., 1596,
by 2nd between TRANSWESTERN PIPELINE COMPANY ("Trfisweste:n™) and Southern
Energy, e, (“Skipper') (Trarsweaem and Shipper at times collectively referred to herein as

"Parties" and in-:iividuzllT zs "Party"}).
: WITNESSETH

WIIEREAS, Transwestorn propeses ta increase the capacity of ts pipeline system thycugh
the zddition of a new comypressor- station near Gellop, < MNew Mexico berween its exising
comprassor staticns Ne. 4 and Ne. 5, and by making ‘ether modificztions to i faclities
(eeliectively, The "Gallup Expanson”); _ R T

) l . . Lt I B

WHEREAS, thc!iGaﬂup Expansion will make avallable 10 Transwestern's customers firm
capacity along Transwestern's mainline ffom peins of receipt east.of Thoresu 10 the California
Border, and a0 provile customers the cppormuity to:iriRsport an ¢ fitm basis addisional
quantites of watural a3 fiom points of receipt along Transwestern's San Tuan Lateral 10 the
Czhifamia Border, and o L

WITEREAS, Shii-rpe.r desires to enter inta a contraciual 3greement with Transwesern Lo
purchase rm wansp cna*lden service on the Gallup Expansion; o+

“OW, THIREFORE, in consideration of the premises and mutual covenants set forth
herein, the Parties hereio agree as follows: _ :

1. FTS-1 Service. [Transwesten and Shipper agree to enter into apd oiecne surultanesusly
. with Lhe execution of this Agreament the following: BT '
a The Fira| Transportation Sevice Request {"Service Request”) aitached herets as

Exzibii I; and
I - o
-8 The Firm Transportation Service Agrecment ("Gellup "FTS-1 Agreemznt’)
attached hersto as Bxhibiz 2, o

2. EfTrctive Date. 1U]:u-.:m the execution by Shipper of the S¢rvice Request, and the execation
af both Parties of this L%gz'eemez'll. and the Gzllup FIS-1 Agreement, each document shall be
edecive, binding and eaforceable sybjectzo the terms specified hereirm.

I . .
3, Term. This Agreement saall be effective upon exequtiun and with the exception of the

CenSdentizlity, Cheice ind Coadlict of Law, and Limitaticniof Liabilities pravisions, which shall
| ' : )



a. [,'gi.r-::m.u-.tjr The tate stated in Paragraph 4 of the Gailup FTS-f Agreement shall be
superseded by the follewing discounred rate: 50.2050 periDth- (the "Discounted Rate™}). The
Discounted Rate is applicable 10 the Shipper's Maxénwm Daily Transportation Quantity
{"MODTQ™) mespecive ?f the amount of gas actually scheduled on a daily basis. The Discounted
Rate sgreed upen herein is inclusive of all demand charges, ‘commodity cherges, other fees,
charges, expenscs, costsl and surcharges. Transwestern shall allocate the Disccunted Rare between
ihe demand and commadily compeners. Except &5 provided in Parzarephs § and 6 below, Shipper
agrncs that [f it wtilizes dther alternate recelpt or siternute defivery poirts, the Disceunted Rate will not
be applicibie and Transwesern's madmum rates wil 2pply dudng the tme either or both of the
alteznate polnts are uohized. TR :

i : U R :

b, Maximur snd Minfmem Bateg. In ne event shall 1he rates exceed the AR mum
rate or se.les than the iniimum rate Transwestem is zuthorized 10 collect under Transwestern's
FERC Gas Tariff, as amended fom time to time. In the event:thi Tates agreed 10 pursusrnit hereto are
of become greater Lha.ni the maxitum rate or less than chesminimum rate atonzed under
Transwestan's FERC C’E.LTBIi.E, as amended Gom Cire to time, ther: Shipper and Transwesiern sgree
1o immediately decrease the ratefs) herein down to the maximufn rite oF WMcTeaze the rute{s} up ta the
TRl fate. | -

G Fuel Inl additicn o the Discounted 'F?.z.;g,' S]‘ﬁppe; shall. also provide fuel to
T ranswestem on akvin-kind basis.for ges actually scheduled tnder the Gallup FTS-1 Agrecment at
the maximum spplicable rote stated m T{g\.?w-'!:ﬁtﬂ'.rfs FERC (yag Tanfl. '
. . i

=% Alrerpate Receipt Point(s). To the extent cepacity is available, pursuam to the General
Terms and Conditions pf Transwestern's FERC Gas Tzrilﬂi_- 23 amended from Sme 1o tme,
© Shinper may, withcut affecting jis discounted rate set {&Fth-i Paragraph 4.3, also nominate
receints at Allemnate Polnt(s) of reecipt an Transwesiern's system in the direction of fow ard
within Shipper's Primary Path. Provided, however, hat Inne event shall the utilization of an
Alternate Peinn(s) of Receipt result in a Jower rate than the Discourted Rate specified herein.

-

5. “Alterpate _Dr!'in;n Peinifs). To the oxlent capacity3s available, pursuant to the Creneral
Terms and Canditions oI Transwéstern's: FERC Gas Tarffi. 48 amended fom time to tme,
Shipper may, without affeclng its discaunted jate :ct forth i Paragraph 4.2, 230 norainate
receipss at Alternate Peint{s) of delivery on Transwesicrn's system in the direction of fow and
within Shipper's Primary Path. Provided, however, that in-no‘event shall the ulﬂlzﬂx'mrf of an
Alternate Poini(s) of Delivery result in a lower fare than the Piscounted Rate speaifed heromn.

7. Ripht_of Firs HLI\:&L pursuant to Secion 13 of Tradswestern's Rate Schedule FTS-1,
Shipper hereby gives ndtice 10 Transwestern that it docs not_desire to extend the term of the
Callup FT5-1 Agresmeny, and hereby sumenders any right of first refuszl @ 5u_ch caprelty.

wr-pallug
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5. Subpart B OR G. For transporianicn of gas to peimts on Transwestern's system
designated as § 31 pi:c!-i:'llts, transpottation shall be provided puisuant o Subpart B of Part 254 of
the Commission's regulations, For afl other rznsportation of gas hereunder, service shall be
provided pursuant to Subpan G of Part 284 of the Commissions reguladians, -

"9, Support. 5o long a¢ Transwesmern's zpplic...:jnn('sj o tﬂﬁ FERC andfor other reguiatory
agendics for avthonzation of the Gaflup Expansion does nu':-uu:gjr adierse way conflict with any
msterial terms and cmimtmns of this Agreement, Shipper. agrees. 1} to ¢ at the FERC, if
requested, a rimely interveation fully supporing Transwestern's Gelhip Expansion application{s);
ard. {2} te consult with and obtain sporoval Som Tranewesterm prior to meking (or any of
Soippers affiliates mzking) any public comment {including its filing ot the FERC in suppert of
Transwenery's Gallup Expansion applicaticﬂ{s)} regarding Trantwestern's Gellup Expansicn
apolication’s) as well ap any of the ixsues rezarding the Ga]lu]: Ex'\amm-n addressed =1 any
techrical, pre-settlement| or seulement conference. _'.';:-q:'.:;._--. Do

£0.  Right To Terminste. Notwithstarding Secticn 2 thove, Transwestern's ehligation to
provide services underithe Gallup FTS-1 Agreenent shall net commence uniess and undl
Transwestern accepts 2 [FERC Certificate of Public Convenience and "?::E.»S].I}' for the Gallup
F‘xparﬂmn ard the e:xy:msrcn fecilifies hive 'DE'EL" tesicd.and placzd in service: "It is fsther apreed
that in the event that ﬂn or before Jufe 1, 2000 Transwestérn his nots received its FERC
Cernficates 2nd other a-r,ceptab]r: licenses, permits, app.mfgls, nght-c-tlway interesrs and utilities
For <onstruction and oFtrah\on of the prosesed- Gallup Expanson m a form zceeptable to
Trar,swesvm ,11. us sc.le dls,cre-n-:;m_ qr Tmnswes:em deteﬂﬁncs in :t:s sa]e discrenomn, rhﬂt the

11. Confidential Twll’o Party shall disclese the lerms and provisions of this Agreement, the
Service Request, or the Gallup FTS-1 Agreement without prior notce to, and the censent of, the
other Pasty; provided however, Transwestem may fle ﬂwGaHuprS 1 Apreement as part of any
necessary fllings with ihe FERG.  The Partles may, 6ir & “corfidential busie, disciose this
sAgreement, the Service I'chum ur the Gallup FTS-1 Agreément 10'jts auditors, ouiside counsel,
Renders, prrent, or effiliales when necessary for business purposes, which Parties shall likewise be
beugd by the confidentiality provisions; where roouired by or through any administrafive,
reqularory, Jegislatve, lkgal or judicial sction; to potential purchasers of facilities related 1o
yerforming the obli _?atin*ls sct forth in'this Agreemant, the Service Request, or the Gallup FTS-1
Agreement; ar where ngeessary to resolve issues related to the interpretation, appiicability or
enforcement of this Agrecmtnt, the Service Request, or the Gﬂiup FT5-1 Agreement.

12, Waiver. No waiver by zny Party of any one or more defau]t; in the performance of any
provisicn of this Agreement or the Galiup FTS-1 Agreement shall operate or be corstrued 25 2
~waiver of any future default, whether of a Wke or differcnt character.

13.  Choice 2pd Conflict Of Law. THIS AGREEMENT,.THE SERVICZ REQUEST, AND THE
GALLLE FIE-1 Acnzmﬁm' SHALL BE GOYERNED BY, aAND. caﬂsm‘{mn INTERPRETED AND
ENFORCED XM hECGR‘DM’*CE wm—: THE SUBSTANTIVE: uw OF THE STATE OF TEXas.

—reigaltup ! 3



CUSTHER, THE PnRT*f‘s STIPULATE THAT THIS AGREEMENTS T'{E Smwcz REQUEST, AND THE
Al FF Re) ACHESLEAT AR SEEMED 7O HLAVE an"NMAEE A}m E-'Hmfﬂ IH"O BY THEMW I .
TEE STATE GF TExAS, WITH RESTECT TO ANY $UTT, ACTICH GR FROCZENINGS RELATING 10 THIS
AGREEMENT, THE SERV 1{2}. REQUEST, OR THE GALLL? FTS-F ACRESMENT (THE "PROCEEDDIGS"),
CaCH PARTY [RREVOKC, '\.'PLT SUELOTS TO THE EXCLUSIVE" min:mm O TEE COURTS CF TME
STATE OF TEXAS AND THE UNITED S$TaTEs DISTRICT COURT: LC'Cﬁ"'EE ¢ TLARRIS COUNTY, TEXAS,
AND [FREVOCABLY. WAIVES 4NY QBIECTICN WHICK IT AR &

A MMI‘G THE LAYING OF
VENLE OF ANY PROCEEDWGS aREUGHT N ANY SUCH mu&t WATVES ANY CLADM THAT SUCH
PROCEENMNGS BEaVE BFT:N BROUNIHNT IN AN INCONVENTENT: Ir:muu AND FURTHIR WATVES THE
RIGHT TO OBIECT, WITH RESFECT 7O SUCH ‘J’RDCLEHJC TH#.T SUCH COURT. DOES NOT HAVE
JIRISDICTION OYER SUCf—I Panty. WOTHDIG 1Y DS Arﬂﬂmm THE SeRYICE REQUEST. CR THE
Gl VP FTE-1 mmm'r PRECLUDES ANY PARTY FROM. DJFGRLI]*J(.T ™ AN:-' 'Uﬂsmcnoh ANY
JTUDGMENT, ORCER CRF; hRD CETNPJEDNAW SUCH CCU.R_L £

14, Limitationg clf Llabﬂmes Tn no event shall €h; htr—Pa.njr be, l:afble to L'h:: other Party for
eoy lost or prospeciive Fﬁ:ﬁu or eny other special, punitive, £xemglery, conigquential, incidensal
or ndirect losses or d wges {in tort, Comiraci oI Umam'tse) under or in respect of this
Arreement, the Serrc? Request, or the Gallup FT3-1. ﬁgraemem or for any falure of
performance related hereto howsoover: caused, whetker unnat ansmg from wach Pmys sole, joint
Or coneuryent negl ga:".cT

Hrge

15, quccﬁsnn and | Consents . Transwenem's qugnﬁdr a_fntcr 1o the Gatlup FTS-1

Agreement angd the discounted rate 10 be provided thereuniderare for the'benefit of Shipper only,
‘n:'l Shipper may not assign this Agreement, the Service Requeﬂ o7 the Gallnp FT3-1 Agreement
to another party except an ziflizte of Shipper or a party which 5u::£r.:l:ds to subitenmally all of the
assets or stock of Shipper, without the consent of Transwesteri,

IN WITNESS WHEREOF, the Pariies heieto have: f.ausc.ﬂ 1]".:5 ﬁgmmmt the Service
Request, and the Galh:p }' I'S-1 Agreement to be executed iar du;;in:.ﬂc ﬁng;na.ls a8 of the date Srst
hereinanove wntlen. | v _ .

“Acc eated and Agreed o ﬂﬁs __ dayof Acuepr-ﬁ a."d !@er.-d lotht  dayof
1959, . ., 1995 .

[ —

I
TRANSWESTERN PIPELINE COMPANY

By | e BF}#'; g
| N
Titie: _ Tide: )

Cote s rperit

dragaibap ]
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Floansry, THE PARTES! STOULATE THAT Tils ACEIAENT, THE ’SI:F.\'“GE L:.Q{:E.ST AD THE
At os TT4 ASRES . ENY AT DEDWEL TO HAVE n"“fm.:tnﬂm ESTERFD B7i G 9Y Toc Ov
THE $TATE OF TEXAS, WITH RESPECT TO ANY SUIT, ACTION (i TROCEESINGS RELATING TG 15us
AGFIDERT, THE SERVICE REGQUEST, CRTHE GA21VT FTS-2 NGTTRPONT 1T " PRICEEDTNGS",
Eact PARTY FREVOCARLY SUBNGTS T THE EXCLUGIVE TIRISPICTION &F THE COUVBIS OF THE
ST ATE CF TENAS AND THE UNITED FTATES DIsTRXT COURTLOCATIEY W LA COUNTY, TEXAS,
AMD REVOCADLY WATYES AKY (RIECTION WIDCT IT MAY Bodei TR T5vE 10 B Lav2ea o
YENUE ©F AMT TRO:EE.ﬁDwGﬁ BRAVIOHT ™ ANY $CH- COURE A B ATVES ARTY-CLADS AT SO
FRECIECOIGS HAVE BEIM EROUGHT ¥ AN MNCONVENIST FOUM D FURZEER WATVES THE
AT TO O2UFCT, WTTH RESPELT TC FUCR mmcs. THAT SUCH COURT DCES NOT HAVE
ATIADIATION OVER, sUcame NOThERGG IN TS ..-cmmrr THE SERVCE REgQUEsT CRTZE
C11R FTS-) 7T FRECLUTES ANY PARTY FRON BIFCROTSG IH ANY "IJR?'D"C"ID"I AT

FLDCHENT, DRIER.CE A ﬁ.R.DC‘E'AJh"'D]Iw.'NYSUEHCUUL--:' .

14,  Limiretiemy of T ahiities Tn no event shal a.lu:;—l‘anj:be Eablz 10 the ather Party for
ary Test o prospociive profis ot ey cther speci, punics, Exigary, ,-:r'rswermal, inc’denrg]
pr indirect Topes of apss (motert, oammad of othgaiie} ander or i frepect of this
F

AZTEGRIN), ThE Serv:t.F Request, o the Oallup FIS.1 Agesmert or fof any fellore of
peformenee r*-I:'M begetn bowssever caysed, wWhider en ek ﬂ-bm*sucl' Farty's sole, oot

OF sERaUITEAL rl"“ﬁl’gﬁ': , . __

1=, £ ovs dTEd-p-_I..eTmﬂma chug;ﬂamg m-:r mm the Galtap FTS-1

Agreement end the ¢iscdurtad rase to be provided therende arn far the tendit of Spper orly,

and Shipper may not assign shis Arrenmet, the Sovica Rmm or tHe Geling FTS-] Agresment

16 anpther margy fxoept fn offlare of Shipper of & party. wizth; _-..:.;::m-iﬁu submamtally 2l of the
assers or meck of S}upper withisyt the comant ome-ﬂ'ﬁsrm :

TV WITWESS W'HJ’RE.DF the Parties herelo haw! f:i!v.fﬁtd 111;:: Agreament ke Senvder
Frquest, and the Gallup | FTS-1 Agreemens o be :w:nted‘m dsxpa'mc angmﬂ! ar.of the date firm
her=caboree -aTTEan. | _ S )

h-:ceimxl and Agreed 10 ﬂ;.sg ﬁ r'vy ol
_ﬂﬂ_’lﬁub_._, 1?99

| ]

!
TRANSWESTERY I"IE'EI..ETE COMTANY

vy Mo P L
Title: ﬁg @g,gfu,: __&u(_i..&_z_
£ Qu{,mjt’ oa‘r I Yior de Lo T
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APFENDIXB .
PODST(E) OF DELIVERY -~
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Form of fervice hgresment - Lozt M
Rate Schedule FTE-1

Late: ¢3/17/1309

Shipyer's Nome-ard Address for hidrasz for Iovoine
Notices and Trvceices: 1If differcnt)

SOl IMEE BNRREAY, THC. SOUTHERN EMN=R{3Y, THC. -
SO0 REHEINT: TDANEWAY 200 REHVWOOC FARKWAY
ATIANTE, GA 23338-4730 ATLLETH, GA 30335—479ﬂ|
Attt RT1TK WADLE RBttn: ILTELEZN COMENEKI
Contracr Na: 25719 .

erms - From 12/001/.5089 Te 11/30/2004 or 5 yesze [rom the ‘n-sexrvice

date of the Callup Sxn angiomn

FATe; UnlersR Trarneporter agrzes to charge Shipper: (1t a discocunted
rate nelow the maximom rate; or (ii) a seguotiated rate sither below rhe
minimum rates or above the maximam rate, seb Forth on the currently
sffecbive pate sheets [or Eate Schedules FTE-1, Shipper rhall pay
Traunezperber cich month for transportation service renderved hercunder at
the maximom rztes or charges in effect from time to Time under R;te
Scneduls FT3-1, or any effoctive ouperrrding rate achecdule = £ile with
the Commniss=ion.

Thia Lravsporrsticn choall be providsd pursvant Lo Suskslt G
of Mort 284 of the Pederal Trnersgy Rogulalery Commission's regulations.

The couliacl waxinwm daily treansportation guantitiss and primary roceipt
and delivery pointa are wet forth on Pppendix &, and Appendixz B attsched
nerete ard incorporated heredin.

Other: The pareies agree that & faceinmile of Lhis agresment, when
oroperly cxecuted and transmitted, shall e congidersc for all purpnses
to ke an original contrack, and :hall ke deemed for &1l purposed to ke
signed snd constitule a binding agrsement. To zubmit & tranaportatlion
service agreement vie FAX, the =zrtire sgreement mueat be faxed to

ramswestern Market Seywices. 'T'he agreament nuet aloo be preopesrly and
17y eracuted. 1peon lranswestzon's acocptonce and exszcution, an
exhcut d copy will be recurned via FAX Lo LEhe warker apgsaring oh the
farxed cfler or such zther nunker as cirected.

Bny notice, statenent, or kill srsvided £o» in this Agreement chall be
in writing and ghall-bs congidered az having been given if deliveorcd
personally, or if mailsd by United 3tates wail, postage prepaid, or if
zent by cxpross mail, cveornicht Aelivery, telex, telecopy or other
mutually agrecable weans of elegtronic transrission, to Shipper when
scnt to the address et forth on thiz Agrocwent and te Transweslern when
sent to the following:

A1l Hetices/hcormnting Mabters: Taymonts o Designated Depository:
Trunsweslern Fipe:ine Comsony Tiraneswegstern Fipeline Company
P.O. 2ox 11498 hocounk Ma. 37504594208

Fowaoton, Toxas TTAR1-118E A5A Mo, 111000z

Altn: Markeb Soervices Bank: Matioos 3ank of Texas, MOA.

Tallas, Texas YL204-0G07




Thie Eyrewncnt =hall incorporabte zand in all respects shall be subiect to
zhe "General Terms and Conditicne” and che spplicubile Rase Schedule ()
cet icrth in Trancwestern's FERC Gas Tariff, &g may b6 revised from time
o time. Transwestern may Slle ond zzek Commicoion approval under
Scection ¢ of the Matural Gae Aot (KZA) at any tine sud frem time te time
—a ckange any rates, charges or other provisions cet forth in the
applizshle REate Scheduleals] and'the "a2FFERAL TRERME WD CONDITICHSY in
Tronsweotern's FSRC Gag Tariff, and Transawestorn chall have the right tro
pocce cuch changes in effeet in acecordance with the ¥3R, and this
Trenoportation Service Rgrecment shnll he Secwed o include such channes
znd any charges which Leeccome cffective by operation ol law and
Comrirsion Créer, witheout srejudice te Ehipper's right to protest the
Same .

Tranzwsslern Pipeline Company LSCTTTHERN ENERGY, TIINC.

3 =y

Title; Regicnal Vice Prosideonl of Marsoting Title:

Date: _13/17/1599 Tate: o3/ /17/1838




OZRVICE AGRLELFURT - FOREM M
locomtinu=n)l ’

MPEERDIX A

e
ORS CHARSPORTATTON ARCRHUEMENT
AETWELH
TOERSWESTERN PIZELLINE COMELIEY
and

SOUTHERN EN=RGY, 1MC.

MAXINCM DRILY TRANEIGETATLICN CURKTITY IMAXNTO) - 25000 Dth.

Priusxy Foint Maxcimum Taily
of Zeceipt () (2} - Podint Mo Beceipt Quantiby [3l_
LaitB SLOCHMPIZ_0 COMEXBEEEQR 28, 000
Primary Hoint Moascirar Daily
of Nelivery {4] _ Tcint Mame - Telivery Cmantity r3]
4B coOoAL WN=EDDES 25,DCOo

) For purpores of bhisg Bopendix, sy veceipt poiat eh Transweostern's
gvstem may be woed as an Alternate Reasipt Polnt, subject to the berns
zod cosditions of Fare Schedule PTE-1.

12} chiprer agrees to tendsr, or sause Lo be Lendsred, gas for
trancportation al the Peintis] of Regelipt identitied abewve at preasurcs
gufficieut to effect delivery inte Trarszporter's Facilities not-to
cxoecd the maximem =llowable cperating pressure; provided, however,
Trancportsr shall kzwe no okligation to provide corpression andfor albier
its =yetem cporation —o =nakle Shipper to effoctvate zaid deliveries.

(2} Aycrogote may not excsed MANDOTO as shown abowvs.

(4) Trareporier ogrees Lo Lransport and ceiiver gas to Shipper, or for
shipper's acccurnt, st the akove Pointi{s} of Delivery; provided, however,
Truncporter shall have ne zkligation to provide compression ang/ar alter
itz system operaticn to sffectuste rfaid delliveriesn.
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APPEMDIXA .

Dt “- {08

TS DU LTS

MAXDTQ

P.OL NAME POL#  STATE  COUNTY *  VOLUME/DTH/DAY®

Bloomfied 54493 NewMexico  SenJuani - 25,000

* The Pardes 2gree that 1]
oqual the total MAXKDT

e total MAKDTE requested for FeoRipE a1 points Bisied on Appendix A shall
requested for delivery at points lised on Appendic B,

wripaiup
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APPENDIX A .
POINT(S) OF RECEIFT: > : .-

Shipper: Scuthem Fne rey, Ine’

! Date:

P.OL NAME POI# STATE  COUNTY ™"~ VOLUMEDTIDAY*
Rloombeld 56358 NewMexico  San Juan 25,000

o
] L —
N
.I 1
. v =
1 P .
- I'. .
| .
II - -
. .
)
h
f
[

wamd s

* The NarSes agree that the 1ol \-IAJ{DTQ recuested for retielg amls hﬁed an Appendic A shall
vyl the total ‘-{AJ(DTQ requested for delivery at points listed. o:ﬁtﬁpmﬂm B

wagellugy
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PODNT(S) OF DELTVERY= £+

Shipper Southern Energy, Iﬂﬂ S -'

. , - MAXDTG
P.OT NAME PLLL# STATE COUNTY- VOLUMEDTHDAY®
SoCal Needles 10487 Arizona s 25,600

* The Parties agpee that the tctal MAXDTQ raqu:swd for repeipl: si?nmts Isted on Appendix A chall
equal the total MAXDT{ requested for dehvc.q: at pc.ms IJs'IEd dnAppesidy B.

e =g . - i
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This Agrecmen: chali become effectve upon exectticn by bk Transperier and: Shipper; provided,
however, that Transpertel’s obligation to provide serviees hereunder; shell not commience unless and
antil Transporter accepts 2 FERC Cemificate of Public Cenvenicnes end MNecessity for the Gellup
Expansion and the exgansion faciities have been tested and placed in service. Tt s further agreed that
in the evert that op o befere June 1, 2000 Trangporter Les not received jis FERC Certificates and
ather aceeptable licenseq, penmits, approvals, right-of-way intetests- end vtilies for constuction
and cperaticn of the proposed Gallup Expansion in 2 forri-accépiable to Tiinsporier, in its sole
Jdizerction, or Transporter, in its sele discretion, getrmiines: that.the Gellup, Expansion is not
acenomicaly viable, Trgspmer_nmy'tmninam the Gallitp '&?;fﬁ“—il"ﬁ;‘grermﬁir upon thiry {30)
Beys priocwritlen notice;to Shipper, T S :

B -t
-l
N

This Agreement shalk have 2 term of five () years fiom Wh aer The ifService date of the
prepesed Gallup Expangjon. E '

J .
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