
 1

GENERAL TERMS AND CONDITIONS 1 
to the 2 

 NAESB OPTIONAL CREDIT SUPPORT ADDENDUM 3 
 4 
Paragraph 1. PURPOSE 5 
 6 
Addendum: This Credit Support Addendum constitutes an Addendum to that certain Base Contract for Sale and Purchase of 7 
Natural Gas, as identified above, between the parties (“Base Contract”), and supplements and amends the Base Contract 8 
affecting transactions thereunder. Capitalized terms used in this Credit Support Addendum which are not herein defined will 9 
have the meanings ascribed to them in the Base Contract. In the event of a conflict between the terms of this Credit Support 10 
Addendum and the Base Contract, the terms of this Credit Support Addendum shall apply for the purposes of this Credit Support 11 
Addendum1. 12 
 13 
The terms set forth below shall have the meaning ascribed to them below.  Other terms are also defined elsewhere in the Base 14 
Contract and shall have the meanings ascribed to them therein. 15 
 16 
 17 
Paragraph 2. Definitions.  As used in this Credit Support Addendum: 18 

 19 
 “Cash” shall mean United States Dollars. 20 
 21 

"Collateral Requirement" shall have the meaning attributed to it in Paragraph 3. 22 
 23 

"Collateral Threshold" shall mean, with respect to a party, the collateral threshold amount, if any, set forth for such party 24 
in this Credit Support Addendumon the Credit Elections Cover Sheet; provided, however, that the Collateral Threshold for a 25 
party shall be zero upon the occurrence and during the continuance of an Event of Default or a Potential Event of Default with 26 
respect to the Defaulting Partyat affected party. 27 
 28 

 "Credit Rating" shall mean, with respect to a party or entity, on any date of determination, the respective rating then 29 
assigned to such entity’s unsecured, senior long-term debt or deposit obligations 2(not supported by third-party credit 30 
enhancement) by S&P, Moody’s, or any other specified rating agency or agencies [where can these additional agencies be 31 
specified in the agreement?]3.  If no rating is assigned to such entity’s unsecured, senior long-term debt or deposit obligations 32 
4by such agency, then “Credit Rating” shall mean the general corporate credit rating or long-term issuer rating, as applicable, 33 
assigned by such rating agency to such entity.  [This definition should be comparable to BPS work]5 34 
 35 
 "Credit Support" shall mean Eligible Collateral and/or Eligible Credit Support. 36 
 37 

"Credit Support Default" shall have the meaning set forth in Paragraph 9 herein. mean that an Event of Default will exist 38 
with respect to a party (such party shall be the "Defaulting Party") if: 39 
 40 

(a)  a party fails (or fails to cause its Custodian, as herein defined) to make, when due, any transfer of Eligible 41 
Collateral or the Interest Amount, as applicable, required to be made by it;  42 

 43 
(b)  a party fails to comply with or perform any material agreement or obligation provided for in this Credit 44 

Support Addendum; or 45 
 46 

(c)  a Letter of Credit Default shall apply with respect to such Defaulting Party. 47 
 48 
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 49 
"Credit Support Provider" shall be the entity, if any, identified on the Credit Elections Cover Sheet.  A party’s Credit 50 

Support Provider shall, if and to the extent specified on the Credit Elections Cover Sheet, provide a guaranty to the other party, 51 
with such guaranty to be in form and substance reasonably acceptable to the other party have the meaning set forth on the 52 
Credit Elections Cover Sheet and shall be pursuant to a guaranty provided by each party's Credit Support Provider, if specified 53 
as applicable, in form and substance reasonably acceptable to the other party. 54 

 55 
“Credit Support Provider”, if applicable, shall mean the entity specified herein that agrees to provide a 56 
“Credit Support Obligation(s)” pursuant to Section 2.11 of the Base Contract.6 57 
 58 

“Current Mark-to-Market Value” shall mean for each outstanding Transaction, on any Business Day, the amount, 59 
calculated in good faith and in a commercially reasonable manner, that a party would pay to (a negative Current Mark-to-Market 60 
Value) or receive from (a positive Current Mark-to-Market Value) the other party as the early termination damages determined 61 
pursuant to Section 10.3.1 of the Base Contract. 62 
 63 
 “Custodian” shall mean an entity that meets the Custodian Requirements set forth above. 7 64 
 65 
 "Defaulting Party" shall have the meaning set forth in Paragraph 9.the definition of "Credit Support Default". 66 
 67 

"Eligible Collateral" shall have the meaning as8 set forth aboveon the Credit Elections Cover Sheet.  68 
 69 

"Eligible Credit Support" shall have the meaning as set forth on the Credit Elections Cover Sheet. 70 
 71 
"Event of Default" shall mean a Credit Support Default and/or a NAESB Event of Default. 72 

 73 
"Exposure" shall mean the net amount as calculated in good faith and in a commercially reasonable manner as if an 74 

Early Termination Date has been set as provided for in Section 10.3 through and including Section 10.3.3 of the Base Contract. 75 
 76 

“Independent Amount” shall have the meaning __________[ISDA concept to be discussed further.] 77 
 78 
"Interest Amount" shall mean with respect to an "Interest Period" (as defined herein), the aggregate sum of the 79 

amounts of interest calculated for each day in that “Interest Period” (as defined herein) on the principal amount of Cash held by 80 
the Secured Party on that day, determined by the Secured Party for each such day as follows: (x) the amount of Cash on that 81 
day; multiplied by (y) the “Interest Rate” (as defined herein) for that day: divided by (z) 360. 82 
 83 

"Interest Period" shall mean the period from (and including) the last Business Day on which an Interest Amount was 84 
Transferred (or if no Interest Amount has yet been Transferred, the Business Day on which Cash was Transferred to the 85 
Secured Party) to (but excluding) the Business Day on which the current Interest Amount is to be Transferred. 86 
 87 

"Interest Rate" shall have the meaning set forth in elections on Page 1.at set forth on the Credit Elections Cover Sheet.  88 
 89 

"Letter of Credit" shall means an irrevocable, [non-transferable] transferable, standby letter of credit, issued by (a) a 90 
major U.S. commercial bank or the U.S. branch office of a major foreign bank assigned, in either case, a Credit Rating of at least  91 
(i) "A-" by S&P and "A3" by Moody's, if such entity is rated by both S&P and Moody’s or (ii) "A-" by S&P or "A3" by Moody's, if 92 
such entity is rated by either S&P or Moody’s but not both, or (b) any other entity designated on the Credit Elections Cover 93 
Sheet as a Specified Letter of Credit Issuer, which letter of credit an entity and for an amount is reasonably acceptable to the 94 
Secured Partybeneficiary. 95 

“Letter of Credit Default” shall mean with respect to an outstanding Letter of Credit, which is required to be in effect 96 
hereunder9, the occurrence of any of the following events: (i) the issuer of such Letter of Credit shall fail to maintain a Credit 97 
Rating as defined in Custodian Requirements on the elections on Page 1.of at least "A-" by S&P and "A3" by Moody's, if such 98 
entity is rated by both S&P and Moody’s or "A-" by S&P or "A3" by Moody's, if such entity is rated by either S&P or Moody’s but 99 
not both, and is not designated on the Credit Elections Cover Sheet as a Specified Letter of Credit Issuer; (ii) the issuer of the 100 
Letter of Credit shall fail to comply with or perform its obligations under such Letter of Credit if such failure shall be continuing 101 
after the lapse of any applicable grace period; (iii) the issuer of such Letter of Credit shall disaffirm, disclaim, repudiate or reject, 102 
in whole or in part, or challenge the validity of, such Letter of Credit; (iv) such Letter of Credit shall expire or terminate, or shall 103 
fail or cease to be in full force and effect (other than in accordance with its terms) prior to the satisfaction of all obligations of the 104 
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Pledging Party under each transaction to which such Letter of Credit shall relate without the written consent of the other partyat 105 
any time during the term of the Transaction(s) to which it appliesContract; or (v) any event analogous to an event specified in 106 
Section 10.2 of the Base Contract shall occur with respect to the issuer of such Letter of Creditor (v) the Pledging Party or issuer 107 
of the Letter of Credit shall fail to Transfer the renewal or replacement Letter of Credit to the Secured Party at least twenty (20) 108 
Business Days prior to the expiration of such Letter of Credit; provided, however, that no Letter of Credit Default shall occur in 109 
any event with respect to a Letter of Credit after the time such Letter of Credit is required to be canceled or returned to the 110 
Pledging Party in accordance with the terms of this Credit Support Addendum. 111 

 112 
 113 

“Minimum Transfer Amount” shall mean the amount, if any, set forth in the election on Page 1.Credit Elections Cover 114 
Sheet for asuch Partyparty10.     115 

 116 
"Moody’s" shall mean Moody’s Investors Services, Inc. or its successor. 117 

 118 
 "NAESB Event of Default" shall mean any Eevent of dDefault defined in Section 10.2 of the Base Contract. 119 
  120 
 “Notification Time” shall have the meaningsbe as set forth on the elections on Page 1.the Credit Elections Cover Sheet.  121 
 122 

“Pledging Party” shall have the meaning attributed to it in Paragraph 3.Section II. 123 
 124 
"Posted Collateral" shall mean (1) all Credit Support, Eligible Collateral other property, and all proceeds thereof that 125 

have been Transferred to or received by the Secured Party hereunder and not Transferred to the Pledging Party pursuant to 126 
Paragraph 4. Section III or released by the Secured Party (2).  Aany Interest Amount or portion thereof not Transferred pursuant 127 
to Paragraph 8. Section VII(c) and (3) any Cash received and held by the Secured Party after drawing on any Letter of Credit 128 
will constitute Posted Collateral in the form of Cash. 129 
 130 

"Potential Event ofCredit Support Default" shall (x) mean an event that would constitute an Event of Default under this 131 
Credit Support Addendum with the lapse of time or giving of Notice or both which Event of Default the potential Defaulting Party 132 
cannot avoid absent the consent of the Non-Defaulting Party and (y) shall only be applicable with respect to any provision of this 133 
agreementCredit Support Addendum if so specified on the Credit Elections Cover Sheet. 134 

 135 
if the concept of Potential NAESB Event of Default is added:  “Potential NAESB Event of Default” shall mean any 136 

breach of the Contract or the Base Contract by a party which, with the notice or passage of time or both, would constitute an 137 
Event of Default. 138 
 139 

"Qualified Institution" shall mean a commercial bank or trust company organized under the laws of the United States or 140 
a political subdivision thereof, (i) that has a Credit Rating of at least (a) "A-" by S&P and "A3" by Moody's, if such entity is rated 141 
by both S&P and Moody’s or (b) "A-" by S&P or "A3" by Moody's, if such entity is rated by either S&P or Moody’s but not both, 142 
(ii) having a capital and surplus of at least $1,000,000,000, and (iii) is not affiliated with the Pledging Party.  143 

"Reference Market Maker" shall mean a leading dealer in the relevant market that is not an affiliateAffiliate of either 144 
party selected by a party determining any dDisputed cCalculations pursuant to Paragraph 6. herein in a commercially 145 
reasonable manner from among dealers of the highest credit standing which satisfy all the criteria that such party applies 146 
generally at the time in deciding whether to offer or to make an extension of credit. 147 

“Rounding Amount” shall have the meaning set forth in the elections on Page 1 hereinon the Credit Elections Cover 148 
Sheet. 149 

 150 
"S&P" shall mean the Standard & Poor’s Rating Group (a division of McGraw-Hill, Inc.) or its successor. 151 

 152 
 “Secured Party” shall have the meaning attributed to it in Paragraph 3. (2) hereinSection II(2).  [do not define if there is 153 
no definition]11 154 
 155 

"Specified Letter of Credit Issuer" shall have the meaning set forth on the Credit Elections Cover Sheet. 156 
 157 

"Substitute Posted Collateral" shall have the meaning attributed to it in Section IX(b). 158 
 159 
"Transfer or Transferred12" shall mean, with respect to any Credit SupportEligible Collateral, Posted Collateral, or 160 

Interest Amount, and in accordance with the instructions of the appropriate party:  161 
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 162 
(ii) in the case of Cash, payment or delivery by wire transfer in immediately available federal funds into 163 

one or more bank accounts specified by the recipient;  164 
 165 

(iiii) in the case of Letters of Credit, delivery of the Letter of Credit or an amendment thereto to the 166 
recipient;, and 167 

 168 
(iii) in the event the parties indicate the use of other Eligible Collateral in the elections on Page 1. herein, 169 

as otherwise agreedspecified by the parties on the Credit Elections Cover Sheet. 170 
 171 

“Valuation Percentage” shall mean the percentage set forth in the elections on Page 1. hereinon the Credit Elections 172 
Cover Sheet for each form of Eligible Collateral.13 173 

 174 
"Value" shall mean (a) with respect to Cash, the face amount thereof; and (b) with respect to all other Posted Collateral, 175 

the Valuation Percentage multiplied by the stated amount thereof. 176 
 177 
Paragraph 3.    Calculation of Collateral Requirement.  178 
 179 

On any Business Day, the "Collateral Requirement" for a party (the “Pledging Party”) means the Exposure minus the 180 
sum of: 181 

(1) the Pledging Party's Collateral Threshold; plus 182 

(2) the Value of all Posted Collateral then 14held by the party other than the Pledging Party (the “Secured 183 
Party”), and any accrued Interest Amount that has not yet been Transferred to the Pledging Party;    184 

provided, however, that, the Collateral Requirement of the Pledging Party will be deemed to be zero (0) whenever the 185 
calculation of such Pledging Party’s Collateral Requirement yields a number less than zero (0).   186 
  187 
Paragraph 4.    TransferDelivery of Credit SupportEligible Collateral.  188 
(a) On any Calculation DateBusiness Day (but no more frequently than weekly with respect to Letters of Credit and 189 
guaranties and daily with respect to Cash)15 on which (i) no Credit Support Default  with respect to the Secured Party has 190 
occurred and is continuing, (ii) no NAESB Event of  Default with respect to the Secured Party has occurred and is continuing, 191 
(ciii) no Early Termination Date has occurred or been designated by the Pledging Party, and (div) the Pledging Party’s Collateral 192 
Requirement equals or exceeds its Minimum Transfer Amount, the Secured Party may demand, by Notice to the Pledging Party, 193 
that the Pledging Party Transfer to the Secured Party, and the Pledging Party shall Transfer or cause to be Transferred to the 194 
Secured Party, Credit SupportEligible Collateral for the benefit of the Secured Party having a Collateral Value [note; 195 
undefined…Value? Search and replace]16on the date of Transfer at least equal to the Pledging Party’s Collateral Requirement.  196 
The amount of Credit SupportEligible Collateral required to be Transferred hereunder shall be rounded up to the nearest integral 197 
multiple of the Rounding Amount.  Unless otherwise agreed to in writing by the parties, (A) Credit SupportEligible Collateral 198 
demanded of a Pledging Party on or before the Notification Time on a Business Day shall be provided to the Secured Party 199 
and/or its Custodian by 5:00 p.m. New York timeEastern Prevailing Time on the TBDnextthird17 Business Day and (B) Credit 200 
SupportEligible Collateral demanded of a Pledging Party after the Notification Time on a Business Day shall be provided to the 201 
Secured Party and/or its Custodian by 5:00 p.m. Eastern Prevailing TimeNew York time on the TBDsecondfourth18 Business 202 
Day thereafter.  Any Letter of Credit or other type of Credit SupportEligible Collateral (other than Cash) shall be Transferred to 203 
such address as the Secured Party shall specify in its demand pursuant to this Section III, and any such demand made by the 204 
Secured Party pursuant to this Paragraph 4Section III shall specify wire transfer information for the account(s) to which Credit 205 
SupportEligible Collateral in the form of Cash shall be Transferred.  Notwithstanding anything to the contrary in this Credit 206 
Support Addendum, in the event of a Credit Support Default, , or NAESB Event of  Default, with respect to the Pledging Party 207 
which gives rise to an obligation to Transfer Credit Support, the Pledging Party shall have no obligation to provide such Credit 208 
Support if such event is cured or otherwise no longer exists prior to the time that such Credit Support is required to be provided 209 
hereunder.  In any case in which Eligible CollateralCredit Support is in the form of a Letter of Credit or guaranty, the deadlines 210 
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set forth above may be met by providing a facsimile copy of the Letter of Credit or guaranty with an original transmitted by 211 
overnight courier for delivery on the next Business Day.19 212 
 (b) Notwithstanding anything else in this Contract, if an Event of Default or a Potential Event of Default  shall occur with 213 
respect to a party (the "Affected Party"), the Affected Party shall immediately return all Posted Collateral it is holding on behalf of 214 
the other party to the other party. 215 
 216 
Paragraph 5.    Reduction and Substitution of Credit Support.[See cover letter for AGA-LDC commentary]20 217 
(a) On any Business Day (but no more frequently than weekly with respect to Letters of Credit and guaranties and daily 218 
with respect to Cash), a Pledging Party may demand, by Notice to the Secured Party, a reduction in the amount of Credit 219 
Support previously provided by the Pledging Party for the benefit of the Secured Party, and the Secured Party shall comply with 220 
said demand, provided that after giving effect to the demanded reduction in Credit Support, (i) the Pledging Party shall have a 221 
Collateral Requirement of zero as of the date of such compliance; (ii) no Credit Support Default or Potential Credit Support 222 
Default21 with respect to the Pledging Party has occurred and is continuing; (iii) no NAESB Event of  Default or Potential NAESB 223 
Event of  Default with respect to the Pledging Party has occurred and is continuing; and (iv) no Early Termination Date has 224 
occurred or been designated by the Secured Party.  The amount of the Credit Support reduction hereunder shall be rounded 225 
down to the nearest integral multiple of the Rounding Amount.  In all cases, the cost and expense of reducing Credit Support 226 
(including, but not limited to, the reasonable costs, expenses, and attorneys' fees incurred directly by the Secured Party in 227 
making the reduction) shall be borne by the Pledging Party.  22If a permitted reduction in Credit Support is to be effected by the 228 
Transfer of Cash to the Pledging Party, then unless otherwise agreed in writing by the partiesParties23, (x) if the Pledging Party’s 229 
reduction demand is made on or before the Notification Time on a Business Day, then the Secured Party shall effect a permitted 230 
reduction in Credit Support by 5:00 p.m. Eastern Prevailing TimeNew York time on the TBDnextthird24 Business Day thereafter 231 
and (y) if the Pledging Party’s reduction demand is made after the Notification Time on a Business Day, then the Secured Party 232 
shall effect a permitted reduction in Credit Support by 5:00 p.m. Eastern Prevailing TimeNew York time on the 233 
TBDsecondfourth25 Business Day thereafter.  If a permitted reduction in Credit Support is to be effected by a reduction in the 234 
amount that may be drawn under an outstanding Letter of Credit previously issued for the benefit of the Secured Party, the 235 
Secured Party shall promptly take such action as is reasonably necessary to cooperate with the Pledging Party to effectuate 236 
such reduction. In any case in which Credit Support is in the form of a Letter of Credit or guaranty, the deadlines set forth above 237 
may be met by providing a facsimile copy of the Letter of Credit or guaranty with an original transmitted by overnight courier for 238 
delivery on the next Business Day. 26 239 
(b) Except when (i) a Credit Support Default with respect to the Pledging Party has occurred and is continuing, or (ii) a 240 
NAESB Event of  Default with respect to the Pledging Party has occurred and is continuing, or (iii) an Early Termination Date 241 
has occurred or been designated by the Secured Party, the Pledging Party may substitute new Credit Support for existing Credit 242 
Support of equal Collateral Value on the Business Day following the Secured Party’s receipt of written Notice thereof (provided 243 
that, if such Notice is made after the Notification Time, the Pledging Party may not substitute Credit Support until the 244 
TBDsecond Business Day thereafter; and provided further, however, that if such substitute Credit Support is of a type not 245 
designated as Eligible Collateral or Eligible Credit Support in the elections on Page 1 hereinCredit Elections Cover Sheet, then 246 
the substitution may not occur unless the Secured Party consents to such substitution). Upon the Transfer to the Secured Party 247 
and/or its Custodian of the substitute Credit SupportEligible Collateral, the Secured Party and/or its Custodian shall Transfer the 248 
relevant replaced Credit SupportEligible Collateral to the Pledging Party by 5:00 p.m. Eastern Prevailing TimeNew York time on 249 
the secondTBD Business Day after such Transfer has been effected.  Notwithstanding anything herein to the contrary, no such 250 
substitution shall be permitted unless (x) the substitute Credit SupportEligible Collateral is Transferred to the Secured Party 251 
and/or its Custodian simultaneously with, or has been Transferred to the Secured Party and/or its Custodian prior to, the release 252 
of the Credit SupportEligible Collateral to be returned to the Pledging Party and the security interest in, and lien upon, such 253 
substituted Credit SupportEligible Collateral granted pursuant hereto in favor of the Secured Party shall have been perfected as 254 
required by applicable law and shall constitute a first priority perfected security interest therein and general first lien thereon, and 255 
(y) after giving effect to such substitution, the Collateral Value of such substitute Credit SupportEligible Collateral shall equal the 256 
Collateral Value of the Credit SupportEligible Collateral which is being substituted.  Each substitution of Credit SupportEligible 257 
Collateral shall constitute a representation, warranty and agreement by the Pledging Party that the substituted Credit 258 
SupportEligible Collateral shall be subject to and governed by the terms and conditions of this Credit Support Addendum, 259 
including without limitation, the security interest in, general first lien on and right of offset against, such substituted Credit 260 
SupportEligible Collateral granted pursuant to ParagraphSection IX(a) in favor of the Secured Party. In any case in which Credit 261 
SupportEligible Collateral is in the form of a Letter of Credit or guaranty, the deadlines set forth above may be met by providing 262 
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a facsimile copy of the Letter of Credit or guaranty with an original transmitted by overnight courier for delivery on the next 263 
Business Day. 27 264 
(c) The Transfer of any Credit SupportEligible Collateral by the Secured Party and/or its Custodian to the Pledging Party in 265 
accordance with this Paragraph TBDSection IV shall be deemed a release by the Secured Party of its security interest, general 266 
first lien and right of offset granted pursuant to Paragraph TBDSection IX(a) hereof only with respect to such returned Credit 267 
SupportEligible Collateral.  In connection with each Transfer of any Credit SupportEligible Collateral to the Pledging Party 268 
pursuant to this ParagarphSection IV, the Pledging Party will, upon request of the Secured Party, execute/provide?? a receipt 269 
showing the Credit SupportEligible Collateral Transferred to it. 270 
 271 
Paragraph 6.    Disputed Calculations. 272 
 273 
(a) If the Pledging Party disputes the amount of Credit SupportEligible Collateral requested by the Secured Party and such 274 
dispute relates to the amount of the Exposure as determined by the Secured Party, then the Pledging Party shall (i) notify the 275 
Secured Party of the existence and nature of the dispute not later than the Notification Time on the TBDfirst Business Day 276 
following the date that the demand for Credit SupportEligible Collateral is made by the Secured Party pursuant to Paragraph 4 277 
Section III, and (ii) Transferprovide Credit SupportEligible Collateral to or for the benefit of the Secured Party in an amount equal 278 
to the Pledging Party's own determinations, made in a commercially reasonable manner, of the Pledging Party’s Collateral 279 
Requirement in accordance with Paragraph 3Section II.  In all such cases, the parties thereafter shall promptly consult with each 280 
other in order to reconcile the two conflicting determinations.  If the parties have not been able to resolve their dispute on or 281 
before the second Business Day following the date that the demand is made by the Secured Party, then the Secured Party’s 282 
Exposure shall be recalculated with each party’sparty28 requesting quotations from one (1) Reference Market-Maker within 283 
TBDtwo (2) Business Days (taking the arithmetic average of those quotations obtained to obtain the average ExposurecCurrent 284 
mMark-to-mMarket vValue, provided, that, if only one (1) quotation can be obtained, then that quotation shall be used) for the 285 
purpose of recalculating the ExposurecCurrent mMark-to-mMarket vValue of each Ttransaction in respect of which the Pparties 286 
disagree as to the ExposurecCurrent mMark-to-mMarket vValue thereof.  , and tThe Secured Party shall inform the Pledging 287 
Party of the results of such recalculation in reasonable detail.  Credit SupportEligible Collateral shall thereupon be provided, 288 
returned, or reduced, if necessary, on the next Business Day in accordance with the results of such recalculation.  29  [EnCana 289 
disagrees with upper case changes in (a)] 30 290 
 291 
(b) If the Secured Party disputes the amount of Credit SupportEligible Collateral to be reduced by the Secured Party and 292 
such dispute relates to the amount of the Exposure claimed by the Secured Party, then the Secured Party shall (i) notify the 293 
Pledging Party of the existence and nature of the dispute not later than the Notification Time on the TBDfirst Business Day 294 
following the date that the demand to reduce Credit SupportEligible Collateral is made by the Pledging Party pursuant to 295 
Paragraph Section IV, and (ii) effect the reduction of Credit SupportEligible Collateral to or for the benefit of the Pledging Party in 296 
an amount equal to the Secured Party's own estimate, made in a commercially reasonable manner, of the Pledging Party’s 297 
Collateral Requirement in accordance with Paragraph 3Section II.  In all such cases, the parties thereafter shall promptly consult 298 
with each other in order to reconcile the two conflicting amounts.  If the parties have not been able to resolve their dispute on or 299 
before the TBDsecond Business Day following the date that the demand is made by the Pledging Party, then the Secured 300 
Party’s Exposure shall be recalculated by each party requesting quotations from one (1) Reference Market-Maker within 301 
TBDtwo (2) Business Days (taking the arithmetic average of those quotations obtained to obtain the average ExposureCurrent 302 
Mark-to-Market Value; provided, that, if only one (1) quotation can be obtained, then that quotation shall be used) for the 303 
purpose of recalculating the ExposureCurrent Mark-to-Market Value of each Ttransaction in respect of which the parties 304 
disagree as to the ExposureCurrent Mark-to-Market Value thereof.  , and tT31he Secured Party shall inform the Pledging Party of 305 
the results of such recalculation in reasonable detail.  Credit SupportEligible Collateral shall thereupon be provided, returned, or 306 
reduced, if necessary, on the TBDnext Business Day in accordance with the results of such recalculation. 307 
 308 
 309 
Paragraph 7.    Letters of Credit.  Posted Collateral provided in the form of a Letter of Credit shall be subject to the following 310 
provisions.  [TO BE REDRAFTED TO INCLUDE REQUIREMENTS AND DEFAULTS (from definition above)] 311 
 312 
(a) Unless otherwise agreed in writing by the Partiesparties32, each Letter of Credit shall be provided in accordance with 313 
Paragraph Section IV, and each Letter of Credit shall be maintained for the benefit of the Secured Party.  The Pledging Party 314 
shall (i) renew or cause the renewal of each outstanding Letter of Credit on a timely basis as provided in the relevant Letter of 315 
Credit, (ii) if the bank that issued an outstanding Letter of Credit has indicated its intent not to renew such Letter of Credit, 316 
provide either a substitute Letter of Credit or other Eligible Collateral, in each case at least twenty (20) Business Days prior to 317 
the expiration of the outstanding Letter of Credit, and (iii) if a bank issuing a Letter of Credit shall fail to honor the Secured 318 
                                                 
27 Peoples 
28 Consumers 
29 Peoples 
30 EnCana 
31 EnCana 
32 EnCana 



 7

Party’s properly documented request to draw on an outstanding Letter of Credit, provide for the benefit of the Secured Party 319 
either a substitute Letter of Credit that is issued [from a]33 by a34 bank acceptable to the Secured Party or other Eligible 320 
Collateral, in each case within TBDtwo (2)three (3)35 Business Days after such refusal, provided that, as a result of the Pledging 321 
Party’s failure to perform in accordance with (i), (ii), or (iii) above, the Pledging Party’s Collateral Requirement would be greater 322 
than zero. 323 
 324 
(b) As one method of providing Posted Collateral, the Pledging Party may increase the amount of an outstanding Letter of 325 
Credit or establish one or more additional Letters of Credit. 326 
 327 
(c) Upon or at any time after the occurrence of an Event of Default with respect to the Pledging Party, the Secured Party 328 
may draw on up to the entire, undrawn portion of ??any outstanding Letter of Credit upon submission to the bank issuing 329 
such Letter of Credit in accordance with the specific requirements of the Letter of Credit.  Cash proceeds received from drawing 330 
upon the Letter of Credit shall be deemed Posted Collateral as security for the Pledging Party’s obligations to the Secured Party 331 
and the Secured Party shall have the rights and remedies set forth in ParagraphSection IX(a) with respect to such cashCash36 332 
proceeds.  Notwithstanding the Secured Party’s receipt of Cash under the Letter of Credit, the Pledging Party shall remain liable 333 
(i) for any failure to Transfer sufficient Posted Collateral or (ii) for any amounts owing to the Secured Party and remaining unpaid 334 
after the application of the amounts so drawn by the Secured Party. 335 
 336 
(d) A Pledging Party may substitute a Letter of Credit for one or more other outstanding Letter(s) of Credit issued for the 337 
benefit of the Secured Party, provided that the Value of such substitute Letter of Credit shall be at least equal to the Value of the 338 
Letter(s) of Credit being replaced (determined in good faith and in a commercially reasonable manner by the Secured Party) , 339 
and provided further that no Letter of Credit shall be canceled unless and until the Letter of Credit to be substituted therefor shall 340 
have been validly executed, issued and delivered for the benefit of the Secured Party in accordance with applicable law. 341 
 342 
(e) Upon the occurrence of a Letter of Credit Default, the Pledging Party agrees to deliver to the Secured Party either a 343 
substitute Letter of Credit or other Eligible Collateral, in each case on or before the TBDsecond Business Day after the 344 
occurrence thereof (or the TBDfifth (5th) Business Day after the occurrence thereof if only clause (i) under the definition of Letter 345 
of Credit Default applies). 346 
 347 
(f) In all cases, the costs and expenses (including but not limited to the reasonable costs, expenses, and attorneys’ fees 348 
incurred by the Secured Party) of establishing, renewing, substituting, canceling, and increasing the amount of (as the case may 349 
be) a Letter of Credit shall be borne by the Pledging Party. 350 
 351 
Paragraph 8.    Care and Use of Cash.  Posted Collateral provided in the form of Cash shall be subject to the following 352 
provisions. 353 
 354 
(a) Eligibility to Hold Cash. 355 
 356 

(ii) The Secured Party will be entitled to hold Cash provided that the following conditions are satisfied: (1) it is not 357 
a Defaulting Party, (2) its Credit Support Provider meets the Eligibility to Hold Cash requirements set forth in the 358 
elections on Page 1 has a Credit Rating from S&P and/or Moody’s and the lowest Credit Rating for its Credit Support 359 
Provider is __________ or higher by S&P and/or ___________ or higher by Moody’s; and (3) Cash shall be held only 360 
in any jurisdiction within the United States.    A party shall appoint a Qualified Institution (a “Custodian”) in the event 361 
such party is not eligible or becomes ineligible to hold Cash in accordance with this ParagraphSection VII(a)(i). 37  362 

 363 
(iiii) Upon Notice by the Secured Party to the Pledging Party of the appointment of a Custodian, the Pledging 364 
Party’s obligations to make any Transfer will be discharged by making the Transfer to that Custodian.  The holding of 365 
Cash by a Custodian will be deemed to be the holding of Cash by the Secured Party for which the Custodian is acting. 366 
The Secured Party will be liable for the acts or omissions of its Custodian to the same extent that the Secured Party 367 
would be liable hereunder for its own acts or omissions.  368 

 369 
(b) Use of Cash.  Notwithstanding the provisions of applicable law, iIf the Secured Party is not a Defaulting Party and 370 
no Early Termination Date has occurred or been designated as a result of an Event of Default with respect to the Secured Party, 371 
then the Secured Party shall have the right to sell, pledge, rehypothecate, assign, invest, use, commingle or otherwise dispose 372 
of, or otherwise use in its business any Cash it holds, free from any claim or right of any nature whatsoever of the Pledging 373 
Party, including any equity or right of redemption by the Pledging Party.   374 
 375 
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(c) Interest Payments on Cash.  So long as no Event of Default or Potential Event of Default, if applicable, with respect to 376 
the Pledging Party has occurred and is continuing, and no Early Termination Date (for which any unsatisfied payment 377 
obligations of the Pledging Party exist) has occurred or been designated as the result of an Event of Default with respect to the 378 
Pledging Party and to the extent that an obligation to deliver Posted Collateral would not be created or increased by the 379 
Transfer, the Secured Party will upon written request Transfer to the Pledging Party, in lieu of any interest or other amounts paid 380 
or deemed to have been paid with respect to the Cash (all of which may be retained by the Secured Party), the Interest Amount 381 
(as defined below)38 on the TBDthird Business Day of each calendar month.  On or after the occurrence of an Event of Default 382 
with respect to the Pledging Party or an Early Termination Date as a result of an Event of Default with respect to the Pledging 383 
Party, the Secured Party shall retain any such Interest Amount as additional Eligible Collateral hereunder until the obligations of 384 
the Pledging Party under the Contract have been satisfied. 385 
 386 
 387 
(d) Care of Cash.  Without limiting the Secured Party’s rights under ParagraphSection VII(b), the Secured Party will 388 
exercise reasonable care to assure the safe custody of all Cash held by it as Posted Collateral to the extent required by 389 
applicable law, and in any event the Secured Party will be deemed to have exercised reasonable care if it exercises at least the 390 
same degree of care as it would exercise with respect to its own property.  Except as specified in the preceding sentence, the 391 
Secured Party will have no duty with respect to Cash, including, without limitation, any duty to enforce or preserve any rights 392 
pertaining thereto. 393 
 394 
Paragraph 9.     Credit Support Default 395 
 396 

(a)  “Credit Support Default" shall exists with respect to a party (the "Defaulting Party") if: 397 
 398 

(i)  a party fails (or fails to cause its Custodian, as applicable) to make, when due, any transfer of Eligible 399 
Collateral or the Interest Amount, as applicable, required to be made by it, and such failure continues for one Business 400 
Day after Notice of that failure is provided to that party;  401 

 402 
(ii)  a party fails to comply with or perform any material agreement or obligation [definition needed for this 403 

phrase]39 provided for in this Credit Support Addendum, and such failure continues for TBD Business Day after Notice 404 
of that failure is provided to that party; or 405 

 406 
(iii)  a Letter of Credit Default shall apply with respect to such Defaulting Party.  407 
 408 
 409 
Add guarantor language for EEI Section 5. H including 1, 4 and 5. 410 
 411 
(b)   Credit Support Default shall constitute and have the effect of an Event of Default set forth in Section 10.2 412 

(vi) of the Base Contract. 413 
 414 
 415 
 416 
Paragraph 109.    Representations and Warranties.40  Each party continuously represents and warrants to the other party 417 
that: (a) it has the power and authority under the law of the jurisdiction of its organization or incorporation and under its 418 
organizational and constituent documents to grant to the Secured Party a valid, enforceable, first-priority security interest in, and 419 
lien on, all Posted Collateral (other than Letters of Credit or guaranties) that it provides as the Pledging Party, and has taken all 420 
necessary actions to authorize the granting and perfection of that security interest and lien; (b) as of each date on which it, as 421 
the Pledging Party, delivers Posted Collateral to the Secured Party or to any agent of the Secured Party for the benefit of the 422 
Secured Party (or, in the case of after-acquired Posted Collateral, at the time the Secured Party or its agent acquires rights 423 
therein), it will have title to, and will be the sole owner of such Posted Collateral, free and clear of any security interest, lien, 424 
pledge, charge, encumbrance, or other interests or restrictions other than the security interest granted to the Secured Party 425 
hereby; (c) the Secured Party will have a valid and perfected first-priority security interest in, and lien on, all Posted Collateral 426 
(other than Letters of Credit or guaranties) upon receipt thereof; and (d) the performance by it of its obligations under this Credit 427 
Support AgreementAddendum41 will not result in the creation of any security interest, lien or other encumbrance on any Posted 428 
Collateral other than the security interest and lien granted pursuant to this Credit Support AgreementAddendum42; and (e) on 429 
each occasion that it, as the Pledging Party, causes the issuance, renewal, substitution, or increase (as the case may be) of a 430 
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Letter of Credit, such Letter of Credit will be the legal, valid, and binding obligation of the issuer thereof, enforceable in 431 
accordance with its terms.43 432 
 433 
Paragraph 1110.    Certain Rights and Remedies. 434 
 435 
(a) Secured Party’s Rights and Remedies.  If at any time (i) an Event of Default with respect to the Pledging Party has 436 
occurred and is continuing or (ii) an Early Termination Date has occurred or been designated as a result of an Event of Default 437 
with respect to the Pledging Party, then the Secured Party may do any one or more of the following: (x) exercise any of the 438 
rights and remedies of a secured party with respect to the Posted Collateral, including any such rights and remedies under law 439 
then in effect; (y) exercise its rights of setoff against any and all property of the Pledging Party in the possession of the Secured 440 
Party or its agent; and (z) draw on any outstanding Letter of Credit issued for its benefit under its terms and this Credit Support 441 
Addendum.  The Secured Party shall either (y) apply the proceeds of the Posted Collateral realized upon the exercise of any 442 
such rights or remedies to reduce the Pledging Party's obligations under the Contract or this Credit Support Addendum (the 443 
Pledging Party remaining liable for any amounts owing to the Secured Party after such application), subject to the Secured 444 
Party’s obligation to return any surplus proceeds remaining after such obligations are satisfied in full or (z) hold such proceeds 445 
as collateral security for the Pledging Party's obligations under the Base Contract or this Credit Support Addendum, subject to 446 
the Secured Party’s obligation to return the proceeds after such obligations are satisfied in full.44 447 
 448 
(b) Pledging Party's Rights and Remedies.  If at any time an Early Termination Date has occurred or been designated as 449 
the result of an Event of Default with respect to the Secured Party, then:  (i)  the Secured Party will be obligated immediately to 450 
Transfer all Posted Collateral (other than Letters of Credit) and the Interest Amount, if any, to the Pledging Party; and (ii)  the 451 
Pledging Party may do any one or more of the following: (x) exercise any of the rights and remedies of a pledgor with respect to 452 
the Posted Collateral (other than Letters of Credit), including any such rights and remedies under law then in effect; (y) to the 453 
extent that the Posted Collateral (other than Letters of Credit) or the Interest Amount is not Transferred to the Pledging Party as 454 
required in (i) above, setoff amounts payable to the Secured Party against the Posted Collateral (other than Letters of Credit) 455 
held by the Secured Party or to the extent its rights to setoff are not exercised, withhold payment of any remaining amounts 456 
payable by the Pledging Party, up to the value of any remaining Posted Collateral (other than Letters of Credit) held by the 457 
Secured Party, until the Posted Collateral (other than Letters of Credit) is Transferred to the Pledging Party; and (z) exercise 458 
rights and remedies available to the Pledging Party under the terms of any Letter of Credit.45 459 
 460 
Paragraph 1211.    General. 461 
 462 
(a) Security Interest.  To secure its obligations under the Contract and all outstanding transactions, each party hereby 463 
grants to the other party a present and continuing first-priority security interest in, and lien on (and right of setoff against), all 464 
Posted Collateral (other than Letters of Credit or guaranties) whether now or hereafter held by, on behalf of, or for the benefit of, 465 
such other party, and each party agrees to take such action as the other party reasonably requires in order to perfect or maintain 466 
the other party’s first-priority continuing security interest in, and lien on (and right of setoff against), such Posted Collateral. 467 
 468 
(b) Substitutions. 469 

 470 
(i)  Upon Notice to the Secured Party specifying the items of Posted Collateral to be exchanged, the Pledging 471 
Party may, on any Business Day, Transfer to the Secured Party Substitute Posted Collateral (the "Substitute Posted 472 
Collateral"); and 473 

 474 
(ii) Provided that no Event of Default or Potential Event of Default, if applicable, has occurred and is continuing 475 
with respect to the Pledging Party and that no Early Termination Date has occurred or been designated as the result of 476 
an Event of Default with respect to the Pledging Party, the Secured Party will Transfer to the Pledging Party the items 477 
of Posted Collateral specified by the Pledging Party in its Notice not later than the Business Day following the date on 478 
which the Secured Party receives the Substitute Posted Collateral; provided that the Secured Party will only be 479 
obligated to Transfer Posted Collateral with a Value as of the date of Transfer of that Posted Collateral equal to the 480 
Value as of that date of the Substitute Posted Collateral. 481 

 482 
(c) Expenses. 483 

 484 
(ii) Except as expressly set forth in this Contract, e46ach party will pay its own costs and expenses in connection 485 
with performing its obligations under this Credit Support Addendum and neither party will be liable for any costs or 486 
expenses incurred by the other party in connection herewith. 487 

 488 
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 (ii) The Pledging Party will promptly pay when due all taxes, assessments or charges of any nature that are 489 
imposed with respect to Posted Collateral held by the Secured Party upon becoming aware of the same, regardless of 490 
whether any portion of that Posted Collateral is subsequently disposed of under Section IX(b), except for those taxes, 491 
assessments and charges that result from the exercise of the Secured Party’s rights under Section IX(b). 492 

 493 
(iiiiii) All reasonable costs and expenses incurred by or on behalf of the Secured Party or the Pledging Party in 494 
connection with the liquidation and/or application of any Posted Collateral under ParagraphSection IX will be payable, 495 
on demand and pursuant to the Base Contract, by the Defaulting Party or, if there is no Defaulting Party, equally by the 496 
Partiesparties47. 497 

 498 
(d) This Credit Support Addendum48 has been and is made solely for the benefit of the Partiesparties49 and their permitted 499 
successors and assigns, and no other entity shall acquire or have any right under or by virtue of this Credit Support 500 
Addendum50. 501 

(e) The Pledging Party shall pay on request and indemnify the Secured Party against any taxes (including without 502 
limitation, any applicable transfer taxes and stamp, registration, or other documentary taxes), assessments, or charges that may 503 
become payable by reason of the security interest, general first lien, and right of offset granted under this Credit Support51 504 
Addendum or the execution, delivery, performance, or enforcement of the Credit Support Addendum, as well as any penalties 505 
with respect thereto (including, without limitation, costs and reasonable attorney fees and disbursements  for enforcement of 506 
counsel52).   507 

(f) No failure or delay by either party hereto in exercising any right, power, privilege, or remedy hereunder shall operate as 508 
a waiver thereof.  509 

(g) The headings in this Credit Support Addendum are for convenience of reference only, and shall not affect the meaning 510 
or construction of any provision thereof.  511 

 512 
 513 
COMPANY COUNTERPARTY 
  
BY: _______________________________ BY:  ______________________________________ 
NAME:  _______________________________ NAME:  ___________________________________ 
TITLE:   _______________________________ TITLE:  ___________________________________ 
 514 

                                                 
47 EnCana 
48 AGA-LDCs 
49 EnCana 
50 AGA-LDCs 
51 Peoples and EnCana 
52 EnCana 


