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-@ PUGET SOUND ENERGY

The Energy To Do Great Things

MEMORANDUM

June 20, 2014

TO: Roger Garratt
CC: Mike Stranik; Michael Mullally
FROM: Bob Williams

SUBJECT:  Buckley Valuation Methodology

Executive Summary:

Puget Sound Energy, Inc. (“PSE”) is currently in the process of purchasing the City of
Buckley’s natural gas distribution system (“System”) for $5.4 million. PSE participated in
and won a competitive bidding process; City of Buckley residents subsequently voted to
authorize the sale of their System to PSE in the November 2013 election.

Approval Process:

On February 27, 2014 the WUTC Commission gave preliminary approval to amend the
Certificate of Public Convenience and Necessity to allow PSE to operate a gas plant for
hire within the City of Buckley. The Certificate will be approved once PSE has provided
written notice that the Purchase Sale agreement and all contracts necessary for PSE to
provide natural gas service within the city have been executed. Prudency would not be
determined until the next general rate case.

Valuation Methodologies:

Discounted Cash Flow

The primary method PSE used to determine the value of the System is the payback on
the discounted cash flow. The discounted cash flow methodology indicated that the
value of the purchase price ranges from $5.2 to $6.8 million — net of transaction costs,
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REDACTED VERSION

based on a 20 to 30-year payback, respectively. The final purchase price of $5.4 million
reflects the lower end of the range using a 21-year payback period. The analysis used
6.70 % discount rate based on the Company’s approved after-tax cost of capital from
the 2011 General Rate Case. This is consistent with the method regulators would utilize
in determining the prudence of the acquisition.

Book Value

A traditional means of valuing assets by a utility is to examine the book value of those
assets, since that would be the basis for the recovery of those assets in a regulated
environment. The City of Buckley used cash accounting and did not have a balance
sheet to use as another data point in determining the value of the System.

EBITDA Multiplier

An alternative approach to determine the value of the Buckley system is the EBITDA
multiplier (“Enterprise Value/ Earnings before Interest, Taxes, Depreciation and
Amortization”). The EBITDA on a high level represents the cash flow taking out the
effects of leverage and tax policies. This provides a simplistic approach to valuing
companies in the same industry. Based on a study by the Royal Bank of Canada Capital
Markets (“RBC”)

_). The earning multiplier for the City of Buckley

transaction is 9.0x, falling in the lower range of the RBC study.

Assumptions:

Revenue

The assumed usage for the City of Buckley customers was based on the City’s regulatory
filings. PSE categorized the City into three main customer groupings: residential,
commercial, and industrial (i.e. DSHS facility) and applied the appropriate PSE rate
schedule as of May 2013 when the study was performed. The assumed revenue growth
is 2.2% based on the long term revenue growth rate from the 2013 financial plan.

Operating Expenses

The analysis assumed one-time operations and maintenance expenditure of $130,000
and capital expenditure of $120,000 to integrate the System into PSE’s system. The
ongoing expense to maintain the system is projected to be $100,000 annually escalated
at 2.5% annually. PSE assumed a $10,000 annual expense for required capital
improvements that was escalated at 2.5% per year. Based on PSE’s evaluation of the
System there does not appear to be a need for major upgrades. The analysis also
includes indirect expenses that are recovered in rates through tariffed schedules for gas
costs, low income, revenue taxes merger rate credits and conservation.
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Depreciation
The analysis assumes that PSE will capitalize the purchased assets as distribution plant

and will follow the deprecation rules for that type of plant. The tax deprecation rate for
the acquisition is MACRS 20-years which impacts the cash flow statement. The book
average depreciation rate for distribution plant is 2.78%.

Conclusion:

PSE’s analysis indicates that the purchase price of $5.4 million for the System is fair and
reasonable. The Buckley customer revenue stream is more than sufficient to recover
the costs over time. Long term, the embedded cost to serve Buckley customers is less
than PSE’s system average, therefore PSE customers will benefit with slightly lower
rates.

If the transaction is deemed prudent, the investment will be recovered in rates. After
the bid was submitted to the City of Buckley, the WUTC approved a decoupling
mechanism which was not included in the original purchase price analysis. As a result of
the decoupling mechanism, PSE will receive additional revenue since the average usage
from the Buckley system is less than the PSE system average. Revenue and costs
associated with the System will be factored into Commission Basis Reports at the rate of
return that resulted from the decoupling mechanism. The usage rates of Buckley
customers will be factored into future revenue per customer assuming decoupling
continues after the initial period.

PSE’s gas rate base, as reported in the 2013 Commission Basis Report, is $1,652 million.
The impact of the PSE purchase is minimal since the transaction cost as a percentage of
gas rate base is 0.3%.

Appendix 1 — Summary of Model Fair Value Calculation

Appendix 2 — Purchase and Sale Agreement

Appendix 3 - Comparables
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Buckley Valuation

Appendix A
Purchase Price 21 Year Payback
Total Purchase Price S 5,905,111 REDACTED VERSION
Legal S (300,000)
Contigency S (100,000)
Sales Tax S (105,111)
Net Purchase Price Buckley S 5,400,000
Discounted Cash Flow Sensitivity
Sales Tax @ Net Purchase

Sales Price Legal Costs Contingencies 1.78% Price
Payback 20 Years $ $ $ $ $
Payback 25 Years $ $ $ $ $
Payback 30 Years $ $ $ $ $
Payback 40 Years $ $ $ $ $

Assumptions

1. DSHS on Schedule 85

2. Long term growth in revenue at 2.2%

4. Assumes one-time O&M expense of $130,000 and capital $110,000.
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Summary of Results
Purcahse of Buckley Natural Gas

Appendix A

Buckley Summarized Financial Statements 0 1 2 3 4 5

2013 | 2014 2015 2016 2017 2018
Revenue $ |'s 1,960,622 | $ 2,003,755 | § 2,047,838 | $ 2,092,890 | $ 2,138,934
Operating Expenses S S 460,599 | $ 355,191 | § 362,622 | $ 370,226 | $ 378,007
Conservation Amort | 20,733 21,189 21,656 22,132 22,619
Gas Costs 1,023,236 1,045,747 1,068,753 1,092,266 1,116,296
Book Depreciation 165,882 167,882 168,189 168,511 168,849
Taxes 37,683 83,288 90,430 97,545 104,644
Operating Expenses 3 $ 1,708,133 [ $ 1,673,297 | § 1,711,649 | $ 1,750,679 | § 1,790,414
Operating Income - 252,489 330,458 336,189 342,211 348,520
Interest - (182,506) (175,780) (168,248) (161,056) (154,181)
Net Income S 3 69,983 | § 154,678 | § 167,941 | $ 181,155 | § 194,338
Ratebase - 5,944,823 5,725,742 5,480,396 5,246,119 5,022,194
ROR Target 7.8% 4.25% 5.77% 6.13% 6.52% 6.94%
ROE Target 9.8% 2.45%| 563%| 638% 7.19%| 8.06%
EBITDA
Operating Income S [s 252,489 | § 330,458 | $ 336,189 | $ 342,211 § 348,520
Addback Depreciation 165,882 167,882 168,189 168,511 168,849
Addback Conservation 20,733 21,189 21,656 22,132 22,619
Addback Taxes 37,683 83,288 90,430 97,545 104,644
EBITDA $ 3 476,787 | § 602,817 | § 616,463 | § 630,399 | $ 644,632
Cash flow
Operating Income 3 S 252,489 | $ 330,458 | § 336,189 | $ 342,211 | § 348,520
Addback Depreciation 165,882 167,882 168,189 168,511 168,849
Deferred Taxes 21,195 93,972 82,732 72,325 62,541
Less: Tax Benefit of Interest S $ (63,877)| S (61,523)| S (58,887)| S (56,370)| S (53,963)
Cash Flow from Operations s s 375,688 | S 530,789 | S 528,222 | S 526,677 | S 525,947
Capital Expenditures 3 (5,905,111) $ (133,250)[ § {10,769)] $ (11,314)] $ (11,887)] $ (12,489)
Net Cash Flow $ (5,905,111) | § 242,438 | § 520,020 | $ 516,908 | $ 514,790 | $ 513,458
PV Discount Factor 1.000 1.033 1.102 1.176 1.255 1.339
PV Net Cash Flow (5,905,111) 234,708 471,846 439,589 410,315 383,571
Cumulative PV Net Cash flow $ (5,905,111) | $ (5,670,403)| $ (5,198,557)| $ (4,758,968)| $ (4,348,653) $ (3,965,082)
Sum of PV of Cash Flow 1,540,760

2017 GRC MM-09(2) App1 Financial Results(C).xls

12/22/2016
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Summary of Results
Purcahse of Buckley Natural Gas

Appendix A

6 7 8 9 10 11 12 13 14

2019 2020 2021 2022 2023 2024 2025 2026 2027
$ 2,185,990 | § 2,234,082 | § 2,283,232 | § 2,333,463 | § 2,384,799 | $ 2,437,265 | § 2,490,885 | $ 2,545,684 | § 2,601,689
$ 385,969 | $ 394,118 | § 402,456 | § 410,990 | § 419,723 | § 428,659 | § 437,805 | § 447,165 | § 456,744
23,117 23,625 24,145 24,676 25,219 25,774 26,341 26,920 27,513
1,140,854 1,165,953 1,191,604 1,217,819 1,244,611 1,271,993 1,299,976 1,328,576 1,357,805
169,205 169,579 169,971 170,384 170,817 171,272 171,751 172,253 172,781
111,735 118,830 125,930 133,083 140,337 147,695 155,158 162,727 170,406
$ 1,830,880 [ $ 1,872,104 | $ 1,914,107 | $ 1,956,952 | $ 2,000,707 | $ 2,045,393 | § 2,091,031 2137642 | $ 2,185,248
355,110 361,978 369,125 376,511 384,092 391,872 399,854 408,042 416,441
(147,603) (141,295) (135,255) (129,357) (123,465) (117,581) (111,704) (105,834) (99,973)
S 207,508 | $ 220,684 | $ 233,871 | § 247,154 | § 260,627 | § 274,291 | § 288,150 | § 302,208 | $ 316,468
4,807,905 4,602,429 4,405,684 4,213,574 4,021,677 3,830,004 3,638,566 3,447,376 3,256,447
7.39% 7.86% 8.38% 8.94% 9.55% 10.23% 10.99% 11.84% 12.79%
8.99%| 9.99% 11.06% 12.22% 13.50%| 14.92% 16.50%)| 18.26% 20.25%
$ 355,110 | $ 361,978 | § 369,125 | $ 376,511 | § 384,092 | $ 391,872 | § 399,854 | § 408,082 | § 416,441
169,205 169,579 169,971 170,384 170,817 171,272 171,751 172,253 172,781
23,117 23,625 24,145 24,676 25,219 25,774 26,341 26,920 27,513
111,735 118,830 125,930 133,083 140,337 147,695 155,158 162,727 170,406
s 659,167 | § 674,012 | S 689,172 | § 704,654 | S 720,466 | & 736,613 | 5 753,103 | § 769,943 | 5 787,141
$ 355,110 | $ 361,978 | § 369,125 | § 376,511 | § 384,092 | $ 391,872 | § 399,854 | § 408,042 | § 416,441
169,205 169,579 169,971 170,384 170,817 171,272 171,751 172,253 172,781
53,593 45,481 36,726 36,839 36,957 37,081 37,212 37,349 37,493
3 (51,661)| $ (49,453)| $ (47,339)] § (45,275)| $ (43,213)| $ (41,153)| $ (39,096)| $ (37,042)| $ (34,991)
S 526,247 | 5 527,584 | 528,484 | 5 538,459 | § 548,654 | 5 559,072 | 569,720 | 5 580,603 | 5 591,725
$ (13,121)] $ (13,785)] § (14,483)] 5 (15,216)] 5 (15,987)| 5 (16,796) 5 (17,646)| S (18,539)| $ (19,478)
5 513,126 | $ 513,799 | $ 514,001 | § 523,243 | § 532,667 | § 542,276 | § 552,074 | § 562,063 | § 572,247
1.428 1.524 1.626 1.735 1.851 1.975 2.107 2.248 2.399
359,268 337,164 316,130 301,619 287,782 274,588 262,007 250,008 238,564
s (3,605,814)| § (3,268,650)| $ (2,952,521) § (2,650,902)| § (2,363,120)| 5 (2,088,532 § (1,826,525) § (1,576,517)| 5 (1,337,953)

2017 GRC MM-09(2) App1 Financial Results(C).xls

12/22/2016
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Summary of Results
Purcahse of Buckley Natural Gas
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Appendix A

15 16 17 18 19 20 21 22 23

2028 2029 2030 2031 2032 2033 2034 2035 2036
$ 2,658,926 | § 2,717,423 | § 2,777,206 | § 2,838,305 | $ 2,900,747 | $ 2,964,564 | § 3,029,784 | $ 3,006,439 | § 3,164,561
$ 466,547 | S 476,580 | § 486,848 | $ 497,356 | $ 508,112 | $ 519,119 | $ 530,385 | $ 541,916 | $ 553,717
28,118 28,736 29,369 30,015 30,675 31,350 32,040 32,745 33,465
1,387,676 1,418,205 1,449,406 1,481,293 1,513,881 1,547,186 1,581,225 1,616,011 1,651,564
173,336 173,919 174,531 175,175 175,851 176,561 177,307 178,091 178,914
178,195 186,097 194,114 202,248 210,500 218,873 227,109 234,962 242,692
$ 2,233,873 [ § 2,283,538 | § 2,334,268 | $ 2,386,086 | $ 2,439,018 | $ 2,493,089 | $ 2,548,065 S 2,603,724 | $ 2,660,352
425,054 433,885 442,938 452,218 461,729 471,474 481,719 492,716 504,209
(94,120) (88,275) (82,440) (76,615) (70,800) (64,995) (59,945) (56,358) (53,495)
s 330,934 | $ 345,609 | § 360,498 | $ 375,603 | S 390,929 | § 406,479 | $ 421,774 | § 436,357 | $ 450,714
3,065,790 2,875,421 2,685,353 2,495,602 2,306,185 2,117,116 1,952,615 1,835,777 1,742,511
13.86% 15.09% 16.49% 18.12% 20.02% 22.27% 24.67% 26.84% 28.94%
22.49%| 25.04% 27.97% 31.36% 35.32% 40.00% 45.00%| 49.52% 53.89%
$ 425,054 | § 433,885 | $ 442,938 | $ 452,218 | § 461,729 | § 471,474 | § 481,719 | § 492,716 | $ 504,209
173,336 173,919 174,531 175,175 175,851 176,561 177,307 178,091 178,914
28,118 28,736 29,369 30,015 30,675 31,350 32,040 32,745 33,465
178,195 186,097 194,114 202,248 210,500 218,873 227,109 234,962 242,692
3 804,703 | $ 822,638 | § 840,953 | S 859,656 | S 878,755 | & 898,258 | § 918,175 | $ 938,512 | § 959,280
$ 425,054 | $ 433,885 | § 442,938 | § 452,218 | $ 461,729 | § 471,474 | § 481,719 | § 492,716 | § 504,209
173,336 173,919 174,531 175,175 175,851 176,561 177,307 178,091 178,914
37,644 37,803 37,970 38,146 38,330 38,524 (9,670) (55,615) (55,563)
3 (32,942)| $ (30,896)| $ (28,854)| $ (26,815)| $ (24,780)| $ (22,748)| $ (20,981)| $ (19,725)| $ (18,723)
s 603,002 | $ 614,711 S 626,586 | $ 638,724 | 5 651,130 | S 663,811 | S 628,375 | § 595,466 | 5 608,837
s (20,464)] S (21,500)] § (22,589)] § (23,732)| 5 (24,933)] 5 (26,196) 5 (27,522)| 5 (28,915) $ (30,379)
5 582,628 | $ 593,211 | § 603,997 | $ 614,991 | $ 626,196 | § 637,615 | $ 600,853 | $ 566,550 | & 578,457
2.559 2.731 2.914 3.109 3317 3.539 3.776 4.029 4.298
227,650 217,239 207,309 197,836 188,799 180,178 159,135 140,633 134,578
s (1,110,303)] § (893,064)] § (685,755) § (487,919)] $ (299,120)[ $ (118,942)] § 40,193 | $ 180,826 | § 315,404

2017 GRC MM-09(2) App1 Financial Results(C).xls 12/22/2016
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Appendix A

24 25 26 27 28 29 30 31 32

2037 2038 2039 2040 2041 2042 2043 2044 2045
$ 3,234,181 | § 3,305,333 | § 3,378,051 | § 3,452,368 | $ 3,528,320 | $ 3,605,943 | § 3,685,274 | $ 3,766,350 | § 3,849,210
$ 565,796 | S 578,160 | 590,814 | $ 603,766 | $ 617,024 | $ 630,594 | $ 644,485 | § 658,703 | § 673,257
34,201 34,954 35,723 36,508 37,312 38,132 38,971 39,829 40,705
1,687,898 1,725,032 1,762,983 1,801,768 1,841,407 1,881,918 1,923,320 1,965,633 2,008,877
179,779 180,688 181,643 182,647 183,701 184,809 185,972 187,195 188,479
250,550 258,536 266,654 274,904 283,290 291,813 300,474 309,277 318,223
$ 2,718,225 | § 2,777,370 | § 2,837,816 | $ 2,899,594 | § 2,962,734 | $ 3,027,266 | S 3093223 [§ 3,160,637 | S 3,229,542
515,957 527,964 540,235 552,774 565,586 578,677 592,051 605,713 619,668
(50,650) (47,825) (45,020) (42,237) (39,476) (36,739) (34,027) (31,341) (28,682)
s 465,307 | $ 480,139 | $ 495,214 | $ 510,537 | $ 526,110 | § 541,938 | $ 558,024 | § 574,372 | § 590,986
1,649,849 1,557,820 1,466,458 1,375,795 1,285,867 1,196,712 1,108,369 1,020,878 934,282
31.27% 34% 37% 40% 44% 48% 53% 59% 66%
58.76%| 64.21% 70.35% 77.31% 85.24% 94.34% 104.89%| 117.21% 131.78%
$ 515,957 | § 527,964 | $ 540,235 | § 552,774 | $ 565,586 | S 578,677 | 592,051 | § 605,713 | § 619,668
179,779 180,688 181,643 182,647 183,701 184,809 185,972 187,195 188,479
34,201 34,954 35,723 36,508 37,312 38,132 38,971 39,829 40,705
250,550 258,536 266,654 274,904 283,290 291,813 300,474 309,277 318,223
s 980,487 | § 1,002,142 | 5 1,024,254 | § 1,046,834 | S 1,069,889 | § 1,093,431 | § 1,117,469 | & 1,142,014 | 5 1,167,075
$ 515,957 | $ 527,964 | § 540,235 | § 552,774 | $ 565,586 | S 578,677 | 5 592,051 | § 605,713 | § 619,668
179,779 180,688 181,643 182,647 183,701 184,809 185,972 187,195 188,479
(55,509) (55,452) (55,392) (55,329) (55,262) (55,193) (55,120) (55,043) (54,962)
3 (17,728)| $ (16,739)| $ (15,757) $ (14,783)| $ (13,817)] $ (12,859)| $ (11,909)| $ (10,969)| $ (10,039)
s 622,500 | $ 636,462 | S 650,729 | $ 665,309 | 5 680,208 | S 695,434 | $ 710,994 | § 726,896 | § 743,146
s (31,017)] $ (33,533)] § (35,230)| § (37,014) 5 (38,888)] 5 (40,856)] 5 (42,925) 5 (45,098)| $ (47,381)
5 590,583 | $ 602,929 | § 615,499 | $ 628,295 | $ 641,321 | § 654,578 | $ 668,069 | $ 681,798 | § 695,765
4.586 4.893 5.221 5.570 5.943 6.341 6.766 7.219 7.702
128,777 123,219 117,894 112,793 107,906 103,225 98,741 94,447 90,333
s 444,181 | $ 567,400 | § 685,294 | $ 798,087 | $ 905,993 | § 1,009,218 | $ 1,107,959 | $ 1,202,406 | $ 1,292,739

2017 GRC MM-09(2) App1 Financial Results(C).xls 12/22/2016
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33 34 35

2046 2047 2048
S 3,933,892 | $ 4,020,438 | $ 4,108,887
S 688,156 | $ 703,406 | $ 719,018
41,600 42,516 43,451
2,053,073 2,098,240 2,144,401
189,829 191,246 192,736
327,314 336,551 345,938
$  3299971[$  3371,90[S 3445544
633,921 648,478 663,343
(26,053) (23,454) (20,886)
$ 607,868 | § 625,024 | § 642,457
848,628 763,963 680,336
75% 85% 98%
149.23% 170.44% 196.73%
$ 633,921 | $ 648,478 | $ 663,343
189,829 191,246 192,736
41,600 | 42,516 43,451
327,314 336,551 345,938
s 1,192,664 | 5 1,218,791 | S5 1,245,468
S 623,921 | $ 648,478 | $ 663,343
189,829 191,246 192,736
(54,877) (54,788) (54,694)
S (9,119)| S (8,209)| § (7,310)
S 759,754 | $ 776,727 | § 794,074
S (49,780)| $ (52,300)] $ (54,947)
$ 709,975 | § 724,428 | § 739,127
8.218 8.768 9.355
86,394 82,620 79,007
$ 1,379,133 | § 1,461,753 | § 1,540,760

2017 GRC MM-09(2) App1 Financial Results(C).xls

Summary of Results
Purcahse of Buckley Natural Gas
Appendix A

12/22/2016
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Capital Structure
Settlement 2008 General Rate Case, August 2008

Debt

Short Term D
Preferred
Common
Total

Long Term Di
Short Term D
Preferred
Common

Total

PreTax Return
Wieghted Cost of Interest

48.00%
4.00%

48.00%
100%

Structure

48%
4%
0%

48%

100%

Cost
6.16%
2.68%

9.80%

Cost
4.00%
1.74%
0.00%
9.80%

WACC
2.96%
0.11%
0.00%
4.70%
7.77%

After-Tax
1.92%
0.07%
0.00%
4.70%
6.70%

10.30%
3.07%

Exhibit No.  (MM-9C)
Page 10 of 80



ASSET PURCHASE AGREEMENT

BETWEEN

CITY OF BUCKLEY

AND

PUGET SOUND ENERGY, INC.

Dated May 16, 2014

ASSET PURCHASE AGREEMENT

07772-0009/LEGAL27837701.13
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ASSET PURCHASE AGREEMENT

This Asset Purchase Agreement ("Agreement"), dated this 16th day of May, 2014
("Effective Date"), is between the City of Buckley ("Seller"). a municipal corporation of the
State of Washington, and Puget Sound Energy, Inc. ("Purchaser"), a Washington corporation.
Seller and Purchaser are sometimes referred to collectively as the "Parties" and individually as a

"Part! I_ "
RECITALS

WHEREAS, Seller owns and operates natural gas distribution facilities located in the
Service Territory (as defined below);

WHEREAS. Seller has, pursuant to Chapter 35.94 RCW, determined it advisable to sell
its natural gas distribution facilities;

WHEREAS, Seller has, pursuant to Resolution No. 13-01 dated January 8, 2013.
solicited bids from one or more bidders interested in purchasing Seller's natural gas distribution
facilities;

WHEREAS. in response to Seller's solicitation of bids, Purchaser submitted a bid to
purchase Seller's natural gas distribution facilities;

WHEREAS, by Resolution No. 13-05 dated July 9, 2013, Seller considered all bids and
not less than two-thirds of Seller's legislative authority declared it advisable to accept Purchaser's
bid;

WHEREAS, by Ordinance No. 08-13, Seller accepted Purchaser's bid and authorized
and directed the Mayor to execute all necessary deeds, bills of sale, or other instruments
reasonably necessary to effectuate the sale of Seller's natural gas distribution facilities to
Purchaser;

WHEREAS, on November 5, 2013, a majority of the voters within the City of Buckley
approved Ordinance No. 08-13; and

WHEREAS, in furtherance of Ordinance No. 08-13, Seller desires to sell to Purchaser,
and Purchaser desires to purchase from Seller, Seller's natural gas distribution facilities located
in the Service Territory, subject to the terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the respective covenants and agreements
contained in this Agreement (as defined below), Seller and Purchaser agree as follows:
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AGREEMENT

1. Definition of Terms.

1.1  Asused in this Agreement, the following terms shall have the following
meanings when used with initial capitalization:

"Affiliate" means, with respect to any Person, another Person that is controlled by,
controls, or is under common control with, such Person. For purposes of this definition, "control”
with respect to any Person shall mean the ability to effectively control, directly or indirectly, the
operations and business decisions of such Person whether by voting of securities or partnership
interests or any other method.

"Agreement" shall have the meaning given it in the preamble to this Agreement. The
term "Agreement” includes all Schedules and Exhibits referenced in this Agreement, and refers
to this Agreement as the same may be modified, amended or supplemented from time to time in
accordance with Section 25.2.

"Applicable Law" means any applicable and binding statute, law, rule, regulation, code,
ordinance, judgment, decree, writ, legal requirement or order, and the written interpretations
thereof, of any national, federal, state or local Governmental Authority having jurisdiction over
the Parties or the performance of this Agreement. "Applicable Law" includes Environmental
Laws.

"Assigned Contracts" means the contracts listed in Schedule 1.4.

"Assigned Customer Accounts" means the Customer Accounts listed in Schedule 1.5.

"Assigned Easements" means any and all easements or other interests in real property
listed in Schedule 1.3 (inclusive of any updates to be provided in accordance with Section 13.1).

"Bill of Sale" means the Bill of Sale to be entered into by the Parties substantially in the
form attached to this Agreement as Exhibit A.

"Claims and Warranties" means any and all (a) warranties relating to the Purchased
Assets and (b) rights, claims or causes of action of Seller against a third party related to the
Purchased Assets or the operation thereof, but not including such rights, claims or causes of
action to the extent that the same relate to Seller's Retained Liabilities. To the extent such rights,
claims or causes of action relate to both Purchaser's Assumed Liabilities and Seller's Retained
Liabilities, Purchaser and Seller shall share such rights, claims or causes of action in the same
proportion as their respective interests bear to the total interest relating to such causes of action.

"Closing" shall have the meaning given it in Section 17.1.
"Closing Date" means the date established for Closing in Section 17.1.

"Conditions Precedent" means those conditions set forth in Sections 15 and 16.
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"Confidential Information" shall have the meaning given it in Section 23.1.

"Customer" means a Person that receives natural gas distribution service from Seller
within the Service Territory prior to the Closing Date.

"Customer Accounts" means accounts maintained by Seller with its Customers for
purposes of billing and payment of amounts due Seller for natural gas distribution service
provided to such Customers within the Service Territory prior to the Closing Date.

"Customer Records" means, with respect to a Customer within the Service Territory as of
the Customer Records Delivery Date, the following information:

(a) Customer's name;

(b) Customer's service address;

(c) Customer's billing address;

(d) Customer's payment history (for the preceding twelve (12) month period);
(¢) Customer's meter numbers; and

(f) Such other readily available Customer-specific information as Seller is
able to provide.

"Customer Records Delivery Date" means fifteen (15) days prior to the Closing Date.

"Deposit" means a deposit, in the amount of Two Hundred Seventy Thousand Dollars
($270,000.00), made by Purchaser to Seller on June 13, 2013 in response to Seller's solicitation
of bids to purchase the Purchased Assets. The Deposit shall be held by Seller in an interest-
bearing account and shall be applied, together with any and all accrued interest, (a) as a credit
against the Purchase Price at Closing, or (b) as otherwise provided by Section 21.2.

"Dispute" shall have the meaning given it in Section 24.1.
"Dispute Notice" shall have the meaning given it in Section 24.3.
"Effective Date" shall have the meaning given it in the preamble to this Agreement.

"Encumbrances" means any mortgages, pledges, liens, claims, charges, security interests,
conditional and installment sale agreements, preferential purchase rights, activity and use
limitations, easements, covenants, encumbrances, obligations, limitations, title defects, deed
restrictions and any other restrictions of any kind, including restrictions on use, transfer, receipt
of income or exercise of any other attribute of ownership of the applicable Purchased Assets.

"Environmental Condition" means all environmental conditions, qualities, characteristics,
circumstances or other matters pertaining to, relating to or otherwise affecting the existing
environmental condition of the Purchased Assets or surrounding areas, including any
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environmental pollution, contamination, degradation, damage or injury related to, arising from or
in connection with (a) the presence, use, handling, storage, treatment, recycling, generation,
transportation, release, spilling, leaking, pumping, pouring, emptying, discharging, injecting,
escaping, leaching, disposing (including the abandonment or discarding of barrels, containers
and other receptacles containing any Hazardous Substances), dumping or threatened release of
Hazardous Substances in connection with the ownership. possession, construction, improvement.
use or operation of the Purchased Assets; (b) the offsite transport of Hazardous Substances or the
treatment, storage or disposal of Hazardous Substances to another site in connection with the
ownership, possession, construction, improvement, use or operation of the Purchased Assets; and
(c) the release of Hazardous Substances from the Purchased Assets into the atmosphere, soil or
any watercourse or body of water not included in the Purchased Assets.

"Environmental Documents" means all environmental assessments, audits, reports and
studies conducted in the last five (5) years in Seller's possession or control relating to the
Environmental Condition of the Purchased Assets.

"Environmental Laws" means any federal, state or local law, rule, order, regulation,
ordinance or restriction relating to (a) the control of any pollutant or protection of the air, water
or land; (b) solid, gaseous or liquid waste generation, handling, treatment, storage. disposal or
transportation; (c) exposure to hazardous, toxic or other harmful materials or substances; and
(d) the protection and enhancement of the environment. The term "Environmental Laws" shall
include, without limitation, the Comprehensive Environmental Response, Compensation, and
Liability Act, as amended by the Superfund Amendments and Reauthorization Act of 1986, 42
U.S.C. Section 9601 et seq.; the Resource Conservation and Recovery Act, 42 U.S.C. Section
6901 et seq.; the Clean Water Act, 33 U.S.C. Section 1251 ef seq.; the Safe Drinking Water Act,
42 U.S.C. Section 300f et seq.; the Clean Air Act, 42 U.S.C. Section 7401 ef seq.; the Hazardous
Materials Transportation Act, 49 U.S.C. Section 5101 ef seq.; the Toxic Substances Control Act,
15 U.S.C. Section 2601 ef seq.; the Emergency Planning and Community Right-To-Know Act,
42 U.S.C. Sections 11001 ef seq.; the Washington State Environmental Policy Act, Ch. 43.21C
RCW (SEPA); the Growth Management Act, Ch. 36.70A RCW; the Shoreline Management Act,
Ch. 90.58 RCW; the State Water Code, Ch. 90.03 RCW, the Model Toxics Control Act.

Ch. 70.105D RCW; the Hazardous Waste Management Act, Ch. 70.105 RCW; the Solid Waste
Management Act, Ch. 70.95 RCW; the Washington Clean Air Act, Ch. 70.94 RCW; the
Washington Aquifer Protection Areas Act, Ch. 36.36 RCW; the Washington Water Pollution
Control Act, Ch. 90.48 RCW; and such other similar federal, state or local laws implementing or
substantially equivalent to the foregoing requirements, each as amended from time to time, or
any successor laws thereto, together with the rules and regulations promulgated thereunder.

"Excluded Natural Gas Assets" means the items listed in Schedule 1.6.

"Force Majeure" means any event or circumstance (or combination thereof) and the
continuing effects of any such event or circumstance (whether or not such event or circumstance
was foreseeable or foreseen by the Parties) that delays or prevents performance by a Party of any
of its obligations under this Agreement, but only to the extent that and for so long as (a) the event
or circumstance is beyond the reasonable control of the affected Party; (b) despite the exercise of
reasonable diligence, the event or circumstance cannot be prevented, avoided or stopped by the
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affected Party; and (c) the affected Party has taken all commercially reasonable measures to
avoid the effect of the event or circumstance on the affected Party's ability to perform its
obligations hereunder and to mitigate the consequences of the event. Force Majeure shall
include the following, to the extent also satisfying the criteria specified above: (i) acts of nature,
including volcanic eruption, landslide, earthquake, flood, lightning, tornado or other storm or
environmental conditions, perils of the sea, wildfire or any other natural disaster; (ii) acts of
public enemies, armed conflicts, acts of foreign enemies, acts of terrorism (whether domestic or
foreign, state-sponsored or otherwise), war (whether declared or undeclared), blockade,
insurrection, riot, civil disturbance, revolution or sabotage; (iii) any form of compulsory
government acquisition or condemnation, or change in Applicable Law; (iv) accidents or other
casualty, explosions, fire, epidemics, quarantines or criminal acts that affect the performance of
the Parties' obligations under this Agreement; (v) labor disturbances, stoppages, strikes, lock-
outs or other industrial actions affecting the Parties; (vi) inability, after the use of commercially
reasonable efforts, to obtain any consent or approval from any governmental authority that
affects the performance of the Parties' obligations under this Agreement; (vii) inability, after the
use of commercially reasonable efforts, to obtain any consent or approval from any Person
required by a Party in connection with this Agreement; and (viii) third-party litigation contesting
all or any portion of the right, title and interest of a Party in any property or other item to be
provided to the other Party in connection with this Agreement.

"Franchise" means a non-exclusive franchise to set, erect, lay, construct, extend, support,
attach, connect, maintain, repair, replace, enlarge, operate and use natural gas distribution
facilities over, under, along and through the roads, streets, avenues, alleys, highways, grounds
and public places of the City of Buckley, granted by Seller pursuant to RCW 35A.47.040 and
accepted by Purchaser pursuant to Section 16.1.

"Governmental Authority" means any (a) federal, national, state, tribal, county,
municipal or local government or any political subdivision thereof; (b) any court or
administrative tribunal; or (¢) any other governmental, quasi-governmental, judicial, public or
statutory instrumentality, authority, body, agency, bureau or entity of competent jurisdiction.

"Hazardous Substances" means (a) any gasoline or petroleum (including crude oil or
natural gas or any fraction thereof) or petroleum products, polychlorinated biphenyls, radioactive
materials or friable asbestos-containing materials or (b) any gas, solid, liquid, chemical, material
or substance defined as, or containing elements, characteristics or qualities that are included in
the definition of, "hazardous substances," "hazardous wastes," "hazardous materials," "toxic
substances," "toxic pollutants” or similar terms under any Environmental Laws.

"Indebtedness" means, with respect to any Person, (a) all indebtedness of such Person,
whether contingent or not contingent or whether secured or unsecured, for borrowed money;
(b) all obligations and liabilities of such Person for the deferred purchase price of property or
services; (¢) all indebtedness and obligations of such Person evidenced by notes, bonds,
debentures, finance leases or other similar instruments and liabilities, whether contingent or not
contingent, for reimbursement in respect of any letter of credit, banker's acceptance or similar
credit transaction; (d) all obligations and liabilities in respect of any lease of (or other
arrangements conveying the right to use) real or personal property, or a combination thereof,
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which liabilities are required to be classified and accounted for under GAAP as capital leases;
(e) all obligations and liabilities with respect to hedging, swaps or similar arrangements; and
(f) all guarantees, pledges and grants of a security interest by such Person in respect of or
securing obligations with respect to the indebtedness of others referred to in clauses (a) through
(e) above.

"Material Adverse Effect” means any effect, event, development or change which,
individually or in combination with other material effects, events, developments or changes, is or
is reasonably likely to become materially adverse to the condition of the Purchased Assets or the
operation thereof for purposes of providing natural gas distribution service within the Service
Territory. For the avoidance of doubt, it shall be a Material Adverse Effect if, after the Effective
Date, there occurs any effect, event, development or change which, individually or in
combination with other material effects, events, developments or changes, results in a cost of
more than One Hundred Thousand Dollars ($100,000.00).

"Natural Gas Assets" means any and all assets, facilities, properties and other items used
by and useful to Seller for purposes of distributing natural gas to Customers located in the
Service Territory, which such assets, facilities, properties and other items are listed in
Schedule 1.1, as such schedule may be amended from time to time prior to the Closing Date in
accordance with the terms of this Agreement. If prior to Closing a Party believes that
Schedule 1.1 includes any asset, facility or property that should not be included in the Natural
Gas Assets or omits any asset, facility or property (other than an Excluded Natural Gas Asset)
that should be included in the Natural Gas Assets, such Party may request, by notice to the other
Party, an amendment to Schedule 1.1. The standard for determining the inclusion or exclusion of
any asset, facility or property in the Natural Gas Assets and Schedule 1.1 shall be whether such
asset, facility or property constitutes an asset, facility or property that is primarily used by and
useful to Seller for purposes of distributing natural gas to Customers located in the Service
Territory. A compelling factor in determining whether an asset should be considered a Natural
Gas Asset should be whether the asset was purchased by Seller prior to the Closing Date with
natural gas utility funds. Upon receipt of such a request from the other Party, the Parties shall
confer in good faith regarding whether to amend Schedule 1.1 to reflect all or any portion of such
request. If the Parties reach agreement to include or delete any asset, facility or property from
Schedule 1.1 and the Natural Gas Assets, Schedule 1.1 shall be amended accordingly. If the
Parties are unable to agree, the matter shall be submitted to Dispute resolution under Section 24
and, if applicable, Schedule 1.1 shall be amended to reflect the outcome of such Dispute
resolution.

"Natural Gas System Separation Plan" means the Natural Gas System Separation Plan
that is to be mutually agreed upon by the Parties prior to Closing and that shall be consistent with
the terms and conditions set forth on Exhibit G.

"Necessary Purchaser Approvals" means receipt by Purchaser of (a) the WUTC Orders;
and (b) Purchaser's Energy Management Committee's approval of the consummation of the
transactions contemplated by this Agreement.

"Notice of Credit" shall have the meaning given it in Section 4.2.

ASSET PURCHASE AGREEMENT Page 6

07772-0009/LEGAL27837701.13

Exhibit No.  (MM-9C)
Page 19 of 80



"Notifyving Party" shall have the meaning given it in Section 24.3.

"Qutside Date" means June 30, 2014,

"Party" and "Parties" shall have the meanings given them in the preamble to this
Agreement.

"Permit" means any action, approval, consent, waiver, exemption, variance, franchise,
order, judgment, decree, permit, authorization, right, registration, filing, submission,
certification, plan or license of, with or from a Governmental Authority in connection with the
Purchased Assets, or the distribution of natural gas to Persons located in the Service Territory,
and (b) any required notice to, or any declaration or registration of, with, or by, any
Governmental Authority in connection with the Purchased Assets or the distribution of natural
gas to Persons located in the Service Territory.

"Permitted Encumbrances" means those Encumbrances listed in Schedule 1.7.

"Person" means an individual, partnership, cooperative, joint venture, corporation,
limited liability company, trust, association or unincorporated organization, or any Governmental
Authority.

"Personal Property" means any and all stores, consumables, tools, equipment, furniture
and other items of personal property listed in Schedule 1.2.

"Post-Closing Environmental Conditions" shall have the meaning given it in Section 7.3.

"Pre-Closing Environmental Conditions" shall have the meaning given it in Section 7.2.

"Prudent Utility Practice" means any of the practices, methods and acts engaged in or
approved by a significant portion of the natural gas utility industry in the United States of
America during the relevant time period, or any of the practices, methods or acts which, in the
exercise of reasonable judgment in light of the facts known at the time the decision was made.
could have been expected to accomplish the desired result at a reasonable cost consistent with
good business practices, reliability, safety and expedition. "Prudent Utility Practice" is not
intended to be limited to the optimum practice, method or act to the exclusion of all others, but
rather to be any practice, method or act generally regarded as acceptable in the natural gas utility
industry in the United States of America.

"Purchase Price" shall have the meaning given it in Section 4.1.

"Purchased Assets" means, collectively, each and all of the Natural Gas Assets, the
Personal Property, the Assigned Easements, the Assigned Contracts, the Assigned Customer
Accounts and the Assigned Permits.

"Purchaser” shall have the meaning given it in the preamble to this Agreement.
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"Purchaser Indemnitees" means Purchaser and Purchaser's Affiliates. directors, officers,
employees and representatives, and the respective successors and assigns of each and all of the
foregoing.

"Purchaser's Assumed Liabilities" shall have the meaning given it in Section 5.

"Purchaser's Customers" means any Person, partnership, firm. corporation, municipality,
cooperative, organization or Governmental Authority who or which is receiving retail natural gas
distribution service from Purchaser.

"Purchaser's Knowledge" means the actual knowledge of any of the following
individuals: Anna Mikelsen Mills, Environmental Markets Manager. Puget Sound Energy, Inc.;
Larry E. Anderson, Supervising Engineer, Puget Sound Energy. Inc.; or Samuel S. Osborne:
Assistant General Counsel and Assistant Secretary. Puget Sound Energy, Inc.

"Recipient Party" shall have the meaning given it in Section 24.3.

"Review Materials" shall have the meaning given it in Section 3.1.

"Seller" shall have the meaning given it in the preamble to this Agreement.

"Seller Indemnitees” means Seller and Seller's elected officials, officers, employees and
representatives, and the respective successors and assigns of each and all of the foregoing.

"Seller's Knowledge" means the actual knowledge of any of the following individuals:
Pat Johnson, Mayor, City of Buckley: Dave Schmidt, City Administrator, City of Buckley; John
Dansby, Public Works Supervisor, City of Buckley; or Brian Burbank, Natural Gas Lead, City of
Buckley.

"Seller's Retained Liabilities" shall have the meaning given it in Section 6.1.

"Service Territory" means that portion of the City of Buckley wherein, as of the Closing
Date, Seller provides natural gas distribution service to Customers.

"Tax" or "Taxes" means any federal, state, local or foreign income, gross receipts,
license, payroll, employment, excise, severance, stamp, occupation, premium, windfall profits,
environmental, customs duties, capital stock, franchise, profits, withholding, social security,
unemployment, disability, real property, real estate excise, personal property, sales, use, transfer,
registration, value-added, alternative or add-on minimum, estimated or other tax of any kind
whatsoever, including any interest, penalty or addition thereto, whether disputed or not.

"Transition Period" means the period beginning on the Effective Date and ending on the
earlier of the Closing Date or the date this Agreement is terminated in accordance with
Section 21.
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"Transportation Agreement” means an agreement with the City of Enumclaw providing
for the transportation and delivery of natural gas to the Service Territory on terms and conditions
that are satisfactory to Purchaser, in Purchaser's sole discretion.

"WUTC" means the Washington Utilities and Transportation Commission or any other or
successor Governmental Authority with jurisdiction over Purchaser or over the terms and
conditions pursuant to which Purchaser provides natural gas distribution service to Purchaser's
Customers.

"WUTC Orders" means one or more orders from the WUTC on terms and conditions that
are satisfactory to Purchaser (a) granting Purchaser a Certificate of Public Convenience and
Necessity for the Service Territory; (b) authorizing the purchase and acquisition of the Purchased
Assets in accordance with this Agreement; and (c) addressing any and all other matters relating
to the consummation of the transactions contemplated by this Agreement and the provision of
natural gas distribution service by Purchaser to Purchaser's Customers within the Service
Territory as may be subject to review, approval or jurisdiction of the WUTC.

1.2 This Agreement includes the Schedules and Exhibits, and any reference in
this Agreement to a "Schedule" or an "Exhibit" by number or letter designation or title shall
mean one of the Schedules or Exhibits identified in the table of contents. A reference to any
article, section, subsection, paragraph, subparagraph or other provision shall be, unless otherwise
specified, to an article, section, subsection, paragraph, subparagraph or other provision of this
Agreement. Any reference in this Agreement to another agreement or document shall be
construed as a reference to that other agreement or document as the same may have been, or may
from time to time be, varied, amended, supplemented, substituted, novated, assigned or
otherwise transferred.

1.3  Terms defined in a given number, tense or form shall have the
corresponding meaning when used in this Agreement with initial capitals in another number,
tense or form. References containing terms such as "hereof," "herein," "hereto,"” "hereinafter"
and other terms of like import are not limited in applicability to the specific provision within
which such references are set forth but instead refer to this Agreement taken as a whole.
"Includes" or "including" shall not be deemed limited by the specific enumeration of items, but
shall be deemed without limitation. The term "or" is not exclusive. The headings contained
herein are not part of this Agreement and are included solely for the convenience of the Parties.
Accounting terms used but not defined herein have the meanings given to them under generally
accepted accounting principles in the United States consistently applied throughout the specified
period and in the immediately prior comparable period.

1.4  If there is an express conflict between the provisions contained within the
body of this Agreement and the provisions of any Schedule or Exhibit hereto, then the body of
this Agreement shall take precedence, except with respect to technical specifications and
requirements, with respect to which the conflicting Schedule or Exhibit shall take precedence.
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&, Purchase and Sale of Assets.

2.1 Subject to the terms and conditions of this Agreement, at Closing Seller
shall sell, convey, assign, transfer and deliver to Purchaser, and Purchaser shall purchase, assume
and acquire from Seller, all of Seller's right. title and interest in and to the Purchased Assets, free
and clear of all Indebtedness and free and clear of any and all Encumbrances other than the
Permitted Encumbrances.

22 At Closing, Seller shall execute and deliver to Purchaser:

(a) An original Bill of Sale in respect of the sale by Seller of all of its right.
title and interest in the Natural Gas Assets and the Personal Property;

(b) An original Assignment of Easements, in substantially the form of
Exhibit B hereto (the "Assignment of Easements"), in respect of the sale by Seller of all of its
right, title and interest in the Assigned Easements;

(c) An original Assignment of Contracts, in substantially the form of
Exhibit C hereto (the "Assignment of Contracts"), in respect of the sale by Seller of all of its
right, title and interest in the Assigned Contracts;

(d) An original Assignment of Customer Accounts, in substantially the form
of Exhibit D hereto (the "Assignment of Customer Accounts"), in respect of the sale by Seller of
all of its right, title and interest in the Assigned Customer Accounts;

(e) An original Assignment of Permits, in substantially the form of Exhibit E
hereto (the "Assignment of Permits"), in respect of the sale by Seller of all of its right, title and
interest in the Permits;

) An original Assignment of Claims and Warranties, in substantially the
form of Exhibit F hereto (the "Assignment of Claims and Warranties"), in respect of the sale by
Seller of all of its right, title and interest in the Claims and Warranties; and

(2) An original Franchise, granted and executed by Seller in accordance with
RCW 35A.47.040 and offered to Purchaser for acceptance on terms and conditions that are
satisfactory to Purchaser.

2.3 At Closing, Purchaser shall execute and deliver to Seller:

(a) Original counterparts of the Bill of Sale, the Assignment of Easements, the
Assignment of Contracts, the Assignment of Customer Accounts, the Assignment of Permits and
the Assignment of Claims and Warranties; and

(b) An original acceptance of Franchise, on terms and conditions that are
satisfactory to Seller.
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3. Due Diligence.

3.1 Within fifteen (15) days of the Effective Date, Seller shall make available to
Purchaser for inspection all documents, maps, facility inventories, Environmental Documents,
maintenance records, logs and other documents in its possession that reasonably relate to the
Purchased Assets and the physical condition of the Purchased Assets (collectively, the "Review
Materials"). The Review Materials shall be made available to Purchaser for inspection on
business days during Seller's normal business hours and at such locations where Seller normally
retains such information (as the case may be) in Seller's offices in the City of Buckley,
Washington. The Parties shall cooperate as to the scheduling of such inspections. Purchaser
shall have the right, at its expense, to make copies of the Review Materials and, to the extent the
Review Materials are not otherwise included in the Purchased Assets, request that Seller deliver
the Review Materials (or portions thereof) to Purchaser at Closing.

3.2 Purchaser may conduct, and Seller shall reasonably cooperate with
Purchaser and facilitate, such other due diligence inspections and reviews during the Transition
Period as Purchaser may elect to undertake, including site visits, inspections, sampling,
surveying, environmental audits and environmental assessments, and any other commercially
reasonable activities undertaken by or at the direction of Purchaser in order to assess the
Purchased Assets. Seller hereby grants Purchaser a right of entry to all natural gas distribution
properties and areas under Seller's care, custody and control for the purpose of allowing
Purchaser (or its representatives) to undertake such inspections and reviews, which such right of
entry shall be exercisable by Purchaser (or its representatives) at reasonable times and in a
reasonable manner, upon prior notice to Seller and subject to such reasonable rules and
restrictions as Seller may specify from time to time. In their access to, inspection of and review
of the Purchased Assets and the Review Materials, Purchaser and its representatives shall be
subject to, and Purchaser shall ensure that its representatives observe, any applicable Seller rules
regarding safety and security of the Purchased Assets.

4. Purchase Price.

4.1  The purchase price for the Purchased Assets shall be Five Million Four
Hundred Thousand Dollars ($5,400,000.00) ("Purchase Price"). An amount equal to the
Purchase Price, less the Deposit, shall be paid by Purchaser to Seller at Closing in U.S. Dollars
by wire transfer of immediately available funds. Not less than ten (10) days prior to the Closing
Date, Seller will designate the account or accounts of Seller to which the Purchase Price will be
wire transferred.

4.2  Purchaser may be entitled at Closing to a credit against the Purchase Price
in an amount up to, but not in excess of, Eighty Thousand Dollars ($80,000.00) to account for
minor deficiencies in the Purchased Assets revealed by due diligence inspections and reviews
undertaken by Purchaser in accordance with Section 3.2. The amount of such credit or credits (if
any) to be so applied at Closing shall be determined by Purchaser. If Purchaser shall determine
that a credit is due to Purchaser to account for any minor deficiencies in the Purchased Assets,
Purchase shall give notice to Seller of its determination of a credit ("Notice of Credit"). Seller
may obiject to a Notice of Credit by giving Purchaser notice of such objection within five (5)
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business days of the date of Seller's receipt of a Notice of Credit. In such event, the Parties shall
promptly meet and confer to resolve any differences as to a Notice of Credit, and if such
differences are not so resolved within ten (10) business days of the date of Seller's objection to a
Notice of Credit, then either Party may declare the matter to be a Dispute to be resolved prior to
Closing in accordance with Section 24.

5. Purchaser's Assumed Liabilities.

5.1  On the Closing Date, Purchaser shall assume and be fully responsible and
liable for the following obligations and liabilities to the extent such obligations and liabilities
relate to events, facts, circumstances or conditions first existing after the Closing Date
("Purchaser's Assumed Liabilities"):

(a) All obligations and liabilities arising from Purchaser's ownership,
possession, use and operation of the Purchased Assets, the Assigned Contracts, the Assigned
Customer Accounts, the Assigned Easements and the Permits;

(b)  All obligations and liabilities for Taxes (except as otherwise specifically
provided by this Agreement);

(¢) All obligations and liabilities arising from any Post-Closing
Environmental Conditions caused by Purchaser after the Closing Date; and

(d) All obligations of Purchaser arising under this Agreement that are to be
performed by Purchaser after the Closing Date.

5.2  For avoidance of doubt, Purchaser's Assumed Liabilities are strictly
limited to the obligations and liabilities identified in Section 5.1 and do not include any of
Seller's Retained Liabilities or any other obligations and liabilities of Seller arising under
Applicable Law.

6. Seller's Retained Liabilities.

6.1 Seller shall retain and be fully responsible and liable for all obligations
and liabilities of Seller that accrue from, relate to or arise out of events, facts, circumstances or
conditions existing at or prior to Closing in connection with its ownership, possession, use and
operation of a natural gas distribution system within the Service Territory ("Seller's Retained
Liabilities"), including:

(a) All obligations and liabilities arising from Seller's ownership, possession
and use of the Purchased Assets, the Excluded Natural Gas Assets, the Assigned Contracts, the
Customer Accounts, the Customer Records, the Assigned Easements and the Permits;

(b) All obligations and labilities for Taxes (except as otherwise specifically
provided by this Agreement);
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©) All obligations and liabilities arising from any Pre-Closing Environmental
Conditions caused by Seller prior to or at the Closing Date; and

(d)  All obligations of Seller arising under this Agreement that are to be
performed by Seller after the Closing Date. .

6.2 For avoidance of doubt, Seller's Retained Liabilities are strictly limited to
the obligations and liabilities identified in Section 6.1 and do not include any of Purchaser’s
Assumed Liabilities or any other obligations and liabilities of Purchaser arising under Applicable
Law.

& Risk of Loss; Environmental Conditions.

7.1  Seller shall bear the risk of loss with regard to the Purchased Assets prior
to Closing. The risk of loss for the Purchased Assets shall pass to Purchaser at Closing.

7.2 Seller shall be liable for and shall indemnify Purchaser from any harm,
damage, liability, claim, lien, suit, action, order, cost, expense, investigation, removal,
remediation or cleanup attributable to any Environmental Conditions caused by Seller prior to or
at the Closing Date ("Pre-Closing Environmental Conditions").

7.3 Purchaser shall be liable for and indemnify Seller from any harm, damage.
liability, claim, lien, suit, action, order, cost, expense, investigation, removal, remediation or
cleanup attributable to any Environmental Conditions caused by Purchaser after the Closing Date
("Post-Closing Environmental Conditions").

7.4 With respect to any investigation, removal, remediation or cleanup of any
Environmental Condition by a Party, the other Party shall grant such Party, upon reasonable
request and upon such reasonable terms and conditions as the Parties may agree, a right of entry
upon the applicable property, together with the right to take reasonable steps to investigate,
remove, remediate and clean up such Environmental Condition consistent with Environmental

Laws.
8. Taxes, Utilities and Third-Party Revenue.

The Parties share, in equal portions, the expense of any sales, transfer, purchase, excise,
use or similar Tax that may be payable by reason of the sale of all or a portion of the Purchased
Assets. Real property and personal property Taxes, water and other utilities, rent and other
income and expense items related to the Purchased Assets shall be prorated as of Closing.
General installments of local improvement district assessments falling due after the Closing Date
shall be paid by Purchaser. General installments of local improvement district assessments that
are due prior to the Closing Date shall be paid by Seller. Upon the request of either Party.
adjustments shall be made between the Parties after Closing for the actual amount of any
prorations made on the basis of estimates as of Closing. Seller shall be responsible for and pay
all such Taxes and expense items attributable to any period prior to or on the Closing Date, and
Purchaser shall be responsible for and pay for all such Taxes and expense items attributable to
any period after the Closing Date. Neither Party shall be liable for any penalty or interest owing
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as a result of an untimely property Tax or expense payment by the other Party. The Parties shall
cooperate to minimize each Party's and their respective Affiliates’ Taxes resulting from or arising
with respect to the transactions contemplated under this Agreement.

9, Customer Records and Customer Accounts.

9.1  Seller shall compile, transfer and deliver the Customer Records to
Purchaser on or before the Customer Records Delivery Date. If the Customer Records Delivery
Date shall be more than thirty (30) days prior to the Closing Date, Seller shall, within thirty (30)
days from and after the Closing Date, provide Purchaser with an update of the Customer Records
so as to be current as of the Closing Date. The Customer Records shall be reasonably complete,
accurate and sufficient, as determined by reference to Prudent Utility Practices and in
consideration of the purpose or purposes for which such Customer Records are intended.

9.2  Except for the Assigned Customer Accounts, all Customer Accounts shall
be closed by Seller on or before the Closing Date. :

9.3 At Closing, Seller shall provide Purchaser with true and complete copies
of all books and records kept by Seller, in accordance with generally accepted accounting
principles applied on a consistent basis, evidencing the original cost of the Purchased Assets,
less depreciation and amortization as shown on Seller's books and records. If Seller is unable to
provide true and complete copies of all such books and records, then in lieu thereof, Seller shall
provide Purchaser, at Closing, an affidavit stating that Seller was unable to locate. by diligent
inquiry, any such books and records that are not so provided to Purchaser.

10.  Natural Gas System Separation Plan.

Each Party shall exercise commercially reasonable efforts to fully and satisfactorily
perform its respective obligations arising under the Natural Gas System Separation Plan. In
carrying out such responsibilities, the Parties shall cooperate in good faith so as to facilitate the
efficient transition of natural gas distribution service for the Service Territory from Seller to
Purchaser.

11. Representations and Warranties of Seller.

11.1  Seller represents and warrants that as of the Effective Date and the Closing
Date:

(a) Seller has good, valid and marketable title to the Purchased Assets, free
and clear of all Encumbrances and Indebtedness, other than the Permitted Encumbrances.

(b) Seller is a duly organized and validly existing municipal corporation in
good standing under the laws of the State of Washington. Seller has all requisite corporate
power and authority to own, lease, operate and sell the Purchased Assets in accordance with the
terms and conditions of this Agreement and Applicable Law.
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(c) Seller has the requisite power and authority to execute this Agreement and
to perform fully its obligations under this Agreement. Seller has taken all necessary action to
authorize, effect and approve the transactions set forth herein. This Agreement has been duly
executed and delivered by Seller to Purchaser at or before Closing and constitutes the legal, valid
and binding obligation of Seller, enforceable against Seller in accordance with this Agreement's
terms, except as enforceability may be limited by applicable bankruptcy, insolvency,
reorganization, fraudulent conveyance or transfer, moratorium or similar laws affecting the
enforcement of creditors' rights generally or by general principles of equity relating to
enforceability (regardless of whether considered in a proceeding at law or in equity).

(d)  The execution, delivery and performance of this Agreement by Seller will
not, to Seller's Knowledge, result in a violation or breach of, or constitute (with or without due
notice or lapse of time or both) a default (or give rise to any right of amendment, termination,
cancellation or acceleration) under, any of the terms, conditions or provisions of any note, bond,
mortgage, indenture, lease, license, contract, agreement or other instrument or obligation to
which Seller is a party or by which it is bound.

(e) Seller is not, and has not received written or, to Seller's Knowledge, oral
notice that it is, infringing on any intellectual property right of any other Person in connection
with the Purchased Assets or Seller's use and operation thereof in connection with providing
natural gas distribution service within the Service Territory. To Seller's Knowledge, any
intellectual property right included among the Purchased Assets is not being infringed by any
other Person.

H No consent, authorization, approval or declaration of,, registration or filing
with, or notice to any Person is required to be obtained or made by Seller, to Seller's Knowledge,
in connection with Seller's execution, delivery and performance of this Agreement or the
consummation of the transactions contemplated by this Agreement.

(g) Other than as set forth in the Permitted Encumbrances, Seller has not, to
Seller's Knowledge, received any written notice of any litigation, claim, action, suit, proceeding
or governmental investigation pending, and there is no pending or, to Seller's Knowledge,
threatened litigation, claim, action, suit, proceeding or governmental investigation related to the
Purchased Assets or Seller's use and operation thereof in connection with providing natural gas
distribution service within the Service Territory.

(h) Other than as set forth in the Permitted Encumbrances, there are no liens
for Taxes on the Purchased Assets, to Seller's Knowledge, other than for Taxes not yet due and
payable as of the Closing Date. To Seller's Knowledge, there are no pending or threatened
proceedings with respect to Taxes relating to Seller or the Purchased Assets. To Seller's
Knowledge, there are no matters under discussion between Seller and any Governmental
Authority with respect to Taxes relating to Seller or the Purchased Assets, and no extensions of
any applicable statute of limitations have been either requested or granted with respect to Taxes
relating to Seller or the Purchased Assets.
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(1) Except as otherwise disclosed by Seller on Schedule 1.8, with regard to
the Purchased Assets or Seller's use and operation thereof in connection with providing natural
gas distribution service within the Service Territory, Seller has, to Seller's Knowledge, complied
in all material respects with, and is in compliance in all material respects with, all Applicable
Law. Except as otherwise disclosed by Seller on Schedule 1.8, to Seller's Knowledge, Seller has
not received any notice or other communication (whether oral or written) from any
Governmental Authority or any other Person regarding any actual, alleged, possible or potential
violation of, or failure to comply with, any Applicable Law relating to the Purchased Assets or
Seller's use and operation thereof in connection with providing natural gas distribution service
within the Service Territory.

)] The Customer Records and the Review Materials are, to Seller's
Knowledge, substantially complete and correct in all material respects.

(k)  Other than as set forth in the Review Materials, to Seller's Knowledge,
there are no Environmental Conditions relating to the Purchased Assets or Seller's use and
operation thereof in connection with providing natural gas distribution service within the Service
Territory that, in each case that could reasonably be expected to have a Material Adverse Effect,
have not been disclosed in writing by Seller to Purchaser prior to the Closing Date.

)] During the Transition Period, Seller, to Seller's Knowledge, made
available to Purchaser all material information in its possession as of the Effective Date that
reasonably relates to Seller's title to the Purchased Assets and the physical condition of the
Purchased Assets. As of the Effective Date, to Seller's Knowledge, no additional material
information has come into Seller's possession that would contradict or cause the information
made available by Seller to Purchaser during the Transition Period to be materially inaccurate.
Other than as set forth in the Review Materials, to Seller's Knowledge, there are no other
material adverse facts or conditions relating to the Purchased Assets or any other portion thereof
that, in each case that could reasonably be expected to have a Material Adverse Effect, have not
been disclosed in writing by Seller to Purchaser prior to the Closing Date.

11.2  Seller's liability to Purchaser for breach of any one or more of the
warranties and representations made by Seller pursuant to Section 11.1 shall be limited to an
amount, in the aggregate, that does not exceed the amount of the Purchase Price.

11.3  During the Transition Period, Seller shall promptly give Purchaser notice
of (a) any event, condition or fact within Seller's Knowledge that would cause any of its
representations and warranties in this Agreement to be untrue in any material respect or (b) any
other event or condition of any kind within Seller's Knowledge pertaining to and materially and
adversely affecting the Purchased Assets or Seller's use and operation thereof in connection with
providing natural gas distribution service within the Service Territory. The representations and
warranties set forth in this Section 11 shall survive for a period of two (2) years after the Closing
Date.

11.4  Except for representations and warranties as expressly set forth in this
Agreement and all other documents executed between Seller and Purchaser in furtherance of the
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sale of the Purchased Assets. Seller makes no other representation or warranty, express or
implied, at law or in equity, in respect of the Purchased Assets or any other items sold to
Purchaser by operation of this Agreement, including with respect to merchantability or fitness for
any particular purpose, and any such other representations or warranties are hereby expressly
disclaimed. Purchaser hereby acknowledges and agrees that, except for the representations and
warranties specifically set forth in this Agreement and all other documents executed between
Seller and Purchaser in furtherance of the sale of the Purchased Assets, Purchaser is purchasing
the Purchased Assets on an "as-is, where-is" basis. Purchaser has satisfied itself on all aspects,
without limitation, of the Purchased Assets and is not relying on any representation of Seller in
connection therewith except for the representations and warranties set forth in this Agreement
and other documents executed between Seller and Purchaser in furtherance of the Purchased
Assets.

J2. Representations and Warranties of Purchaser.

12.1  Purchaser represents and warrants that as of the Effective Date and the
Closing Date:

(a) Purchaser is a duly organized and validly existing corporation in good
standing under the laws of the State of Washington. Purchaser has all requisite corporate power
and authority to purchase the Purchased Assets in accordance with the terms and conditions of
this Agreement and Applicable Law.

(b) Purchaser has the requisite power and authority to execute this Agreement
and to perform fully its obligations under this Agreement. Purchaser has taken all necessary
action to authorize, effect and approve the transactions set forth herein. This Agreement has
been duly executed and delivered by Purchaser to Seller at or before Closing and constitutes the
legal, valid and binding obligation of Purchaser, enforceable against Purchaser in accordance
with this Agreement's terms, except as enforceability may be limited by applicable bankruptcy,
insolvency, reorganization, fraudulent conveyance or transfer, moratorium or similar laws
affecting the enforcement of creditors' rights generally or by general principles of equity relating
to enforceability (regardless of whether considered in a proceeding at law or in equity).

© The execution, delivery and performance of this Agreement by Purchaser
will not, to Purchaser's Knowledge, result in a violation or breach of, or constitute (with or
without due notice or lapse of time or both) a default (or give rise to any right of amendment,
termination, cancellation or acceleration) under, any of the terms, conditions or provisions of any
note, bond, mortgage, indenture, lease, license, contract, agreement or other instrument or
obligation to which Purchaser is a party or by which it is bound.

(d) Other than the Necessary Purchaser Approvals, no consent, authorization,
approval or declaration of, registration or filing with, or notice to, any Person is required to be
obtained or made by Purchaser, to Purchaser's Knowledge, in connection with Purchaser's
execution, delivery and performance of this Agreement or the consummation of the transactions
contemplated by this Agreement.
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(e) Other than as set forth in the Permitted Encumbrances, Purchaser has not,
to Purchaser's Knowledge. received any written notice of any litigation, claim, action, suit,
proceeding or governmental investigation pending, and there is no pending or, to Purchaser's
Knowledge, threatened litigation, claim, action, suit, proceeding or governmental investigation
related to the consummation by Purchaser of the transactions contemplated by this Agreement.

12.2  Purchaser's liability to Seller for breach of any one or more of the
warranties and representations made by Purchaser pursuant to Section 12.1 shall be limited to an
amount, in the aggregate, that does not exceed the amount of the Purchase Price.

12.3  During the Transition Period, Purchaser shall promptly give Seller notice
of any event, condition or fact within Purchaser's Knowledge that would cause any of its
representations and warranties in this Agreement to be untrue in any material respect or any
other event or condition of any kind within Purchaser's Knowledge pertaining to and materially
and adversely affecting the consummation by Purchaser of the transactions contemplated by this
Agreement. The representations and warranties set forth in this Section 12 shall survive for a
period of two (2) years after the Closing Date.

13 Covenants of Seller.
13.1  Seller covenants and agrees as follows:

(a) During the Transition Period, Seller shall maintain the Purchased Assets in
a condition that is substantially the same as the condition the Purchased Assets are in as of the
Effective Date, normal wear and tear excepted.

(b) Seller shall not, during the Transition Period, engage in any material
transactions relating to the Purchased Assets or the Service Territory that (i) limit or impair
Seller's ability to sell the Purchased Assets to Purchaser in accordance with this Agreement or
(i1) would materially and adversely affect Purchaser's post-Closing use of the Purchased Assets
for purposes of providing natural gas service in the Service Territory.

(c) Seller shall not, during the Transition Period, encourage, initiate or solicit
any proposals to sell to any third party, nor shall Seller engage in negotiations concerning the
sale of or sell the Purchased Assets to any Person other than Purchaser.

(d) During the Transition Period, Seller shall maintain insurance with such
coverage and in such amounts as are consistent with Prudent Utility Practices. Seller shall
maintain the following minimum coverage requirements:

(i) Workers' compensation insurance in such forms and amounts as
are required by Applicable Law;

(ii))  Commercial general liability insurance, including premises and
operations, products and completed operations, blanket contractual liability, stop-
gap for monopolistic workers' compensation states, property damage, independent
contractors, personal and advertising injury, broad form property damage, cross-
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liability, hostile fire, underground and explosion and collapse coverages, with a
combined single limit of Two Million Dollars ($2,000,000.00) per occurrence,
including primary and excess liability policies;

(iii)  Automobile liability insurance covering use of all owned,
nonowned and hired vehicles with minimum combined single limits of liability
for bodily injury and property damage of Two Million Dollars ($2,000.000.00)
per occurrence; and

(iv)  Commercial umbrella liability insurance with limits of not less
than One Million Dollars ($1.000,000.00).

The insurance policies required under this Section 13.1(d) (with the exception of those for
workers' compensation) shall be endorsed to name Purchaser as an additional insured. The
insurance must be primary coverage without right of contribution from any other insurance. To
the extent permitted by Applicable Law, Seller agrees to waive rights of subrogation against
Purchaser for purposes of all the insurance coverages listed in this Section 13.1(d). All insurers
must have at least a Best's rating of A minus (A-) or better or, if unrated, demonstrate reasonably
equivalent financial capability. Upon request, Seller shall deliver to Purchaser certificates of
insurance (in a form reasonably satisfactory to Purchaser) evidencing that policies of insurance
providing such provisions, coverages and limits as set forth above are in full force and effect.

(e) If the assignment of any one or more of the Assigned Contracts, the
Assigned Customer Accounts, the Assigned Easements, the Permits, or the Claims and
Warranties shall require the consent, approval, authorization, agreement or permission of any
Person, then assignor shall exercise commercially reasonable efforts to obtain such consents,
approvals, authorizations, agreements or permissions from such Person on or before the Closing
Date.

® Schedule 1.3 (as of the Effective Date) is a preliminary list of the
easements or other interests in real property to be assigned by Seller to Purchaser at Closing
pursuant to the Assignment of Easements. Not less that fifteen (15) days prior to the Closing
Date, Seller shall provide Purchaser with an update to Schedule 1.3, identifying all easements
and other interests in real property to be assigned by Seller to Purchaser at Closing pursuant to
the Assignment of Easements. Purchaser's review and approval of such updated Schedule 1.3 is
a condition precedent to Purchaser's obligation to consummate the transactions contemplated
under this Agreement, as more specifically provided in Section 16.1.

(g Subject to the terms of this Agreement, Seller shall do such commercially
reasonable acts and things as may reasonably be required to carry out Seller's obligations
hereunder and to consummate Seller's transactions contemplated under this Agreement. Without
limiting the generality of the foregoing, Seller shall cooperate with Purchaser, if and as Purchaser
may reasonably request, in Purchaser's filing for and obtaining approval from the WUTC of the
WUTC Orders.
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14. Covenants of Purchaser.
14.1 Purchaser covenants and agrees as follows:

(a) In conducting due diligence investigations in accordance with Section 3,
Purchaser and its agents and representatives shall not (i) interfere with the operation, use and
maintenance of the Purchased Assets by Seller for purposes of providing natural gas service to
its Customers in the Service Territory; (ii) damage any part of the Purchased Assets or any
property owned by Seller; (iii) injure or otherwise cause bodily harm to Seller or any of its
employees, contractors or agents; or (iv) permit any lien, claim, encumbrance or right of any
other party to attach to the Purchased Assets by reason of the exercise of such due diligence
investigations.

(b) Purchaser shall use commercially reasonable efforts to prepare and
execute all filings that are required to secure the WUTC Order on or before the Closing Date.

() Purchaser shall not, during the Transition Period, engage in any material
transactions that (i) limit or impair Purchaser's ability to consummate its transactions
contemplated under this Agreement or (ii) would materially and adversely affect Seller's pre-
Closing use of the Purchased Assets for purposes of providing natural gas service in the Service
Territory.

(d) Subject to the terms of this Agreement, Purchaser shall do such
commercially reasonable acts and things as may reasonably be required to carry out Purchaser's
obligations hereunder and to consummate Purchaser's transactions contemplated under this
Agreement.

15 Conditions Precedent to Seller's Obligation te Close.

15.1  Seller's obligation to consummate the transactions contemplated under this
Agreement at Closing is subject to the fulfillment, prior to or at Closing, of each of the following
conditions, unless waived by Seller in writing in its sole discretion:

(a) All representations and warranties made in this Agreement by Purchaser
shall be true and correct in all material respects as of the Closing Date as fully as though such
representations and warranties had been made on and as of the Closing Date, except for
representations and warranties specifically referring to another date, which shall be true and
correct in all material respects as of such date. As of the Closing Date, Purchaser shall have
complied in all material respects with all covenants made by it in this Agreement that by their
terms are to be performed prior to Closing.

(b)  Atthe Closing Date, there shall not be in effect any order, decree or
injunction of a court of competent jurisdiction restraining, enjoining or prohibiting the
consummation of the transactions contemplated under this Agreement. Additionally, no
Governmental Authority shall have taken any action, and no statute, rule or regulation shall have
been enacted, that would prevent the consummation of such transactions.
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(©) Purchaser shall have delivered funds to Seller in an amount equivalent to
the sum of (i) the Purchase Price, less the Deposit and less any credit due Purchaser in
accordance with Section 4.2, plus (ii) any other amounts as then may be due and owing to Seller
by Purchaser at Closing pursuant to the terms and conditions of this Agreement.

(d) Purchaser shall have executed and delivered to Seller all other documents,
instruments, affidavits, certificates and other items reasonably required of Purchaser by this
Agreement in order to close the transactions contemplated by this Agreement.

16.  Conditions Precedent to Purchaser's Obligation to Close.

16.1  Purchaser's obligation to consummate the transactions contemplated under
this Agreement at Closing is subject to the fulfillment, prior to or at Closing, of each of the
following conditions, unless waived by Purchaser in writing in its sole discretion:

(a) All representations and warranties made in this Agreement by Seller shall
be true and correct in all material respects as of the Closing Date as fully as though such
representations and warranties had been made on and as of the Closing Date, except for
representations and warranties specifically referring to another date. which shall be true and
correct in all material respects as of such date. As of the Closing Date, Seller shall have
complied in all material respects with all covenants made by it in this Agreement that by their
terms are to be performed prior to Closing.

(b) All Necessary Purchaser Approvals shall have been obtained and be in
effect on the Closing Date.

(c) A Transportation Agreement shall have been obtained by Purchaser on
terms and conditions that are satisfactory to Purchaser.

(d) At the Closing Date, there shall not be in effect any order, decree or
injunction of a court of competent jurisdiction restraining, enjoining or prohibiting the
consummation of the transactions contemplated under this Agreement. Additionally, no
Governmental Authority shall have taken any action, and no statute, rule or regulation shall have
been enacted, that would prevent the consummation of such transactions.

(e) Seller shall have executed and delivered to Purchaser originals of each and
all of the following, in accordance with the requirements of Section 2.2: the Bill of Sale, the
Assignment of Easements, the Assignment of Contracts, the Assignment of Customer Accounts,
the Assignment of Permits, and the Assignment of Claims and Warranties.

H A Franchise shall have been granted by Seller to Purchaser on terms and
conditions that are satisfactory to Purchaser.

(2) Easements for the Natural Gas Assets, at such locations as may be
determined by the Parties, shall have been granted to Purchaser on terms and conditions that are
satisfactory to Purchaser.
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(h) Purchaser shall have approved the update to Schedule 1.3 to be provided
to Purchaser by Seller in accordance with section 13.1(f), listing all easements and other interests
in real property to be assigned by Seller to Purchaser at Closing pursuant to the Assignment of
Easements.

() Seller shall have executed and delivered to Purchaser all other documents,
instruments, affidavits, certificates and other items reasonably required of Seller by this
Agreement in order to close the transactions contemplated by this Agreement.

)] There shall not have occurred a Material Adverse Effect upon the
Purchased Assets or any change that could materially impair the ability of the Parties to
consummate the transactions contemplated under this Agreement.

17.  Clesing.

17.1  Subject to satisfaction or waiver of the Conditions Precedent, the closing
of the transactions contemplated under this Agreement (the "Closing") shall occur as soon as
reasonably possible on a date to be determined by the Parties, upon the request of either Party
(the "Closing Date"), but in no event later than the Outside Date. Closing shall be held at such
place as the Parties may mutually agree.

17.2  From time to time after Closing, each Party, upon the request of the other
Party, shall, without further consideration, execute, deliver and acknowledge all such further
instruments of transfer and conveyance and do and perform all such other acts and things as
either Party may reasonably request to accomplish the transfer of the Purchased Assets from
Seller to Purchaser and to effectively carry out the intent of this Agreement.

17.3 At Closing, Seller's obligations to provide natural gas distribution service
to its Customers in the Service Territory shall cease, and Purchaser shall assume full and
complete responsibility for providing natural gas distribution service to Purchaser's Customers.

18.  Indemnification by Seller.

18.1  Seller agrees to defend, indemnify and hold harmless each and all of the
Purchaser Indemnitees from and against any and all claims, liens, demands, actions, costs, losses,
expenses, harm, damages and liability (including, but not limited to, attorneys' fees) of any kind
or character now or hereafter asserted or arising directly or indirectly from, on account of, or in
connection with:

(a) Any breach or default in the performance by Seller of any covenant or
agreement of Seller contained in this Agreement;

(b)  Any negligent, grossly negligent or willful acts or omissions of Seller (and
Seller's agents, servants, employees, consultants, contractors, subcontractors (of any tier) or
representatives) in connection with the exercise of any of Seller's rights arising under this
Agreement;
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(c) Any breach of warranty or representation made by Seller in this
Agreement;

(d)  Any one or more of the Pre-Closing Environmental Conditions; or
(e) Any one or more of Seller's Retained Liabilities.

18.2 The Purchaser Indemnitees shall promptly notify Seller in writing of any
matter arising under the foregoing indemnification provision. Seller may contest and defend in
good faith any claim of third parties covered by this Section 18, provided such contest is made
without cost or prejudice to the Purchaser Indemnitees and provided that, within thirty (30) days
of Seller's receipt of notice of such claim, Seller notifies the Purchaser Indemnitees of its desire
to defend and contest such claim. The Purchaser Indemnitees shall reasonably cooperate with
Seller in its investigation of and response to any third-party claim.

18.3 As between the Parties and solely for the purpose of the indemnities
contained in this Section 18, Seller expressly waives any immunity, defense or protection that
may be granted to it under the Washington State Industrial Insurance Act, Title 51 RCW, or any
other industrial insurance, workers' compensation or similar laws of the State of Washington to
the fullest extent permitted by Applicable Law. This Section 18 shall not be interpreted or
construed as a waiver of Seller's right to assert such immunity, defense or protection directly
against any of its own employees or such employee's estate or other representatives. This
Section 18 has been mutually negotiated by the Parties.

19.  Indemnification by Purchaser.

19.1 Purchaser agrees to defend, indemnify and hold harmless each and all of
the Seller Indemnitees from and against any and all claims, liens, demands, actions, costs, losses,
expenses, harm, damages and liability (including, but not limited to, attorneys' fees) of any kind
or character now or hereafter asserted or arising directly or indirectly from, on account of, or in
connection with:

(a) Any breach or default in the performance by Purchaser of any covenant or
agreement of Purchaser contained in this Agreement;

(b) Any negligent, grossly negligent or willful acts or omissions of Purchaser
(and Purchaser's agents, servants, employees, consultants, contractors, subcontractors (of any
tier) or representatives) in connection with the exercise of any of Purchaser's rights arising under
this Agreement;

(c) Any breach of warranty or representation made by Purchaser in this

Agreement;
(d) Any one or more of the Post-Closing Environmental Conditions; or
(e) Any one or more of Purchaser's Assumed Liabilities.
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19.2 The Seller Indemnitees shall promptly notify Purchaser in writing of any
matter arising under the foregoing indemnification provision. Purchaser may contest and defend
in good faith any claim of third parties covered by this Section 19, provided such contest is made
without cost or prejudice to the Seller Indemnitees and provided that, within thirty (30) days of
Purchaser's receipt of notice of such claim, Purchaser notifies the Seller Indemnitees of its desire
to defend and contest such claim. The Seller Indemnitees shall reasonably cooperate with
Purchaser in its investigation of and response to any third-party claim.

19.3  As between the Parties and solely for the purpose of the indemnities
contained in this Section 19, Purchaser expressly waives any immunity, defense or protection
that may be granted to it under the Washington State Industrial Insurance Act, Title 51 RCW, or
any other industrial insurance, workers' compensation or similar laws of the State of Washington
to the fullest extent permitted by Applicable Law. This Section 19 shall not be interpreted or
construed as a waiver of Purchaser's right to assert such immunity, defense or protection directly
against any of its own employees, or such employee's estate or other representatives. This
Section 19 has been mutually negotiated by the Parties.

20.  Consequential Losses.

20.1 EXCEPT WITH RESPECT TO THIRD-PARTY CLAIMS AS TO WHICH THE
PARTIES HAVE ASSUMED INDEMNIFICATION OBLIGATIONS ARISING UNDER
SECTIONS 18 AND 19, AND NOTWITHSTANDING ANYTHING ELSE IN THIS
AGREEMENT TO THE CONTRARY, NEITHER PARTY SHALL BE LIABLE AS A
RESULT OF ANY ACTION OR INACTION UNDER THIS AGREEMENT OR OTHERWISE,
INCLUDING, WITHOUT LIMITATION, NEGLIGENCE OR OTHER FAULT, STRICT
LIABILITY WITHOUT REGARD TO FAULT, BREACH OF CONTRACT OR WARRANTY,
FOR ANY LOSS OF PROFITS OR LOSS OF REVENUE OR ANY CONSEQUENTIAL,
SPECIAL, INCIDENTAL, EXEMPLARY, PUNITIVE OR INDIRECT LOSSES OR SIMILAR
DAMAGES OF ANY NATURE WHATSOEVER, WHETHER ARISING UNDER THE LAW
OF CONTRACTS, TORTS (INCLUDING, WITHOUT LIMITATION, NEGLIGENCE OF
EVERY KIND AND STRICT LIABILITY, WITHOUT FAULT) OR PROPERTY, OR AT
COMMON LAW OR IN EQUITY, IRRESPECTIVE OF WHETHER SUCH LOSSES OR
SIMILAR DAMAGES ARE REASONABLY FORESEEABLE AND IRRESPECTIVE OF
WHETHER SUCH PARTY HAS BEEN ADVISED OF THE POSSIBILITY OR EXISTENCE
OF SUCH DAMAGES. THIS SECTION 20 HAS BEEN MUTUALLY NEGOTIATED BY
THE PARTIES AND SHALL SURVIVE THE EXPIRATION OR TERMINATION OF THIS

AGREEMENT. O S

Purchaser’s Initials

21.  Termination.
21.1 This Agreement shall terminate if at any time prior to Closing:

(a) The Parties agree in writing to terminate this Agreement.
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(b) Purchaser delivers a written notice of termination to Seller to the effect
that Seller has defaulted in a material respect under one or more of its covenants and agreements
contained herein (which shall be specified in detail in such notice), and such condition or
conditions have not been satisfied or such default or defaults have not been remedied (or waived
by Purchaser) within fifteen (15) days after the date such notice is delivered by Purchaser to
Seller, or if such breach is not capable of being cured within such fifteen (15) day period (as
determined by Purchaser in its sole discretion), Seller (i) fails to commence to cure such breach
within such fifteen (15) day period or (ii) fails to thereafter diligently proceed to cure such
breach in a manner reasonably satisfactory to Purchaser.

() Purchaser delivers a written notice of termination to Seller, on or before
the expiration of the Transition Period, stating that Purchaser has reasonably determined that
based upon its due diligence inquiries, the transactions contemplated under this Agreement
present an unanticipated and previously unknown material risk to Purchaser that shall be
described by Purchaser in such notice.

(d) Seller delivers a written notice of termination to Purchaser to the effect
that Purchaser has defaulted in a material respect under one or more of its covenants and
agreements contained herein (which shall be specified in detail in such notice), and such
condition or conditions have not been satisfied or such default or defaults have not been
remedied (or waived by Seller) within fifteen (15) days after the date such notice is delivered by
Seller to Purchaser, or if such breach is not capable of being cured within such fifteen (15) day
period (as determined by Seller in its sole discretion), Purchaser (i) fails to commence to cure
such breach within such fifteen (15) day period or (ii) fails to thereafter diligently proceed to
cure such breach in a manner reasonably satisfactory to Seller.

(e) This Agreement shall automatically terminate if Closing has not occurred on
or before the Outside Date.

21.2 Inthe event of the termination of this Agreement as provided in this
Section 21, written notice thereof shall be given to the nonterminating Party and shall specify the
provision of this Agreement pursuant to which such termination is made, and this Agreement
shall forthwith become null and void, except that (a) Sections 18, 19, 20, 23 and 24 shall each
survive termination of this Agreement at any time; and (b) nothing shall relieve either Party from
liability for fraud or any breach of this Agreement. Except as to forfeiture of the Deposit,
termination of this Agreement in accordance with this Section 21 shall be the sole and exclusive
remedy of a Party in the event of an unexcused failure by the other Party to close the transactions
contemplated under this Agreement in accordance with the terms and conditions hereof, and such
other Party shall have no other liability with regard to such unexcused failure. In the event of the
termination of this Agreement as provided in this Section 21.1(b), Seller shall refund the Deposit
to Purchaser, together with any and all accrued interest thereon, within fifteen (15) days of the
date of termination. Seller shall also refund the Deposit to Purchaser, together with any and all
accrued interest thereon, within fifteen (15) days of the date of termination, if Closing does not
occur on or before the Outside Date due to (i) an event or circumstance of Force Majeure,
(ii) failure to acquire a required government approval for the sale of the Purchased Assets for
which Purchaser and Seller have taken reasonable steps to secure; or (iii) invalidation of the
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Agreement for reasons that are not attributable to the actions or inaction of Purchaser. Failure of
Purchaser to execute a Transportation Agreement shall not serve as grounds for a refund of the
Deposit. The Deposit shall be forfeited for any other reason the Agreement is terminated.

22,  Assignment.

Any assignment of this Agreement or rights and obligations hereunder by either Party
shall be void without the written consent of the other Party. No assignment of this Agreement by
either Party shall operate to discharge the assignor of any duty or obligation hereunder without
the written consent of the other Party. Without limiting this Section 22, this Agreement shall be
binding upon the successors and assigns of an assigning Party.

23. Confidential Information.

23.1 All information, documents, data, work product, notes, files, drafts,
samples, models, plans, correspondence, maps, drawings, evaluations, summaries, studies,
assessments, impressions, calculations, reports and other communications (in any written,
electronic or other form) provided by a Party to the other Party pursuant to this Agreement and
marked "Confidential" or otherwise identified as confidential at the time of disclosure
("Confidential Information") shall be treated as confidential and proprietary material of the
disclosing Party and shall be kept confidential by the receiving Party and used solely for
purposes relating to this Agreement to the extent authorized by Applicable Law. "Confidential
Information" shall not include (a) information that is or becomes available to the public through
no breach of this Agreement; (b) information that was previously known by the receiving Party
without any obligation to hold it in confidence; (c) information that the receiving Party receives
from a third party who may disclose that information without breach of Applicable Law or an
agreement with such third party; (d) information that the receiving Party develops independently
without using the Confidential Information; (e) information that the disclosing Party approves for
release in writing; and (f) information that is required to be disclosed by operation of state law,
including the Public Records Act, Chapter 42.56 RCW. A Party shall not remove or obliterate
markings (if any) on the Confidential Information provided by the other Party.

23.2 A Party shall protect and prevent Confidential Information from any use,
disclosure, copying, dissemination or distribution not authorized by this Agreement. Except as
otherwise provided by Applicable Law or as specifically authorized by this Agreement, a Party
shall not disclose, copy, disseminate or distribute any Confidential Information without the prior
written consent of the other Party unless required by Applicable Law. The Parties acknowledge
and agree that this Agreement, and any Confidential Information made available by a Party to
this Agreement, (a) does not constitute an admission by any Party with regard to any matter and
{b) does not constitute a release, waiver, assignment or transfer of any right, title, interest or
privilege with respect to such information (including, but not limited to, any privileges, including
attorney-client and attorney-work-product privileges, which would otherwise attach to any
information either before or after the initiation of litigation). In the event of any improper
disclosure or loss of Confidential Information, the receiving Party will promptly notify the
disclosing Party.
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23.3 Notwithstanding the foregoing, the Parties may provide Confidential
Information (a) to the WUTC or in any regulatory proceedings arising from or related to the
transactions contemplated by this Agreement; (b) on a need-to-know basis to agents, trustees,
employees, representatives, consultants, accountants, financial advisors, experts, legal counsel or
other professional advisors to the Parties; and (c) as required by state law, provided that in the
case of clause (b), such Persons have been informed of the confidential nature of the information
and have agreed to keep such information confidential. In the event that Confidential
Information is the subject of a subpoena from a third party, the receiving Party may disclose such
Confidential Information on the advice of its counsel in compliance with the subpoena, provided
that such receiving Party shall provide notice thereof to the disclosing Party and make reasonable
efforts to afford the disclosing Party an opportunity to obtain a protective order or other relief to
prevent or limit disclosure of the Confidential Information. The obligation to provide
confidential treatment to Confidential Information shall not be affected by the inadvertent
disclosure of Confidential Information by either Party.

23.4 Seller is a municipal corporation of the State of Washington and is subject
to Chapter 42.56 RCW, the Public Records Act, regarding disclosure of public records. In the
event a third party submits a request to Seller pursuant to the Public Records Act requesting
Confidential Information, Seller shall notify Purchaser of such request within five (5) days of
Seller's receipt of such request and of whether such information will be disclosed or, in the
alternative, that a specified amount of time will be necessary to determine whether the
information will be disclosed. Five days after notice of a decision to disclose is submitted to
Purchaser, Seller may disclose any Confidential Information that it in good faith believes may be
required to be disclosed by the Public Records Act. The disclosure of information under these
circumstances shall not be considered a breach of this Agreement. Purchaser may seek a court
order enjoining any disclosure of its Confidential Information as authorized by RCW 42.56.540.

23.5 In the event that (a) the transactions contemplated by this Agreement shall
not close or (b) a Party shall terminate this Agreement pursuant to Section 21, then in such event
and upon the request of the disclosing Party, the receiving Party will return or destroy, at its
option, all Confidential Information of the disclosing Party to the extent consistent with Chapter
40.14 RCW. Seller shall not be considered in breach of this subsection if it refuses to destroy a
confidential public record upon a good faith belief that such destruction would violate Chapter
40.14 RCW. Upon the disclosing Party's request for records required to be destroyed by this
subsection, the receiving Party will have an officer certify that the disclosing Party's Confidential
Information has been destroyed. '

23.6 Each Party acknowledges that any breach of any provision of this
Section 23 by either Party may cause immediate and irreparable injury to the nonbreaching
Party, and in the event of a breach, the injured Party will be entitled to seek injunctive relief and
other legal or equitable remedies. This Section 23 shall survive the expiration or termination of
this Agreement.
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24, Dispute Resolution.

24.1 Any and all other claims, controversies or disputes arising out of or relating
to or in connection with this Agreement (collectively, a "Dispute") arising between the Parties
shall be resolved in accordance with the Dispute resolution procedures as set forth in this
Section 24.

24.2 The Parties shall inform one another promptly following the occurrence or
discovery of any item or event that would reasonably be expected to result in a Dispute required
to be resolved in accordance with this Dispute resolution procedure. The initial mechanism to
resolve Disputes will involve negotiations between the Parties' representatives, so designated by
the Parties by notice given pursuant to Section 25.4.

24.3 If the Parties cannot resolve a Dispute satisfactorily within ten (10) days
after receipt of the initial notice in accordance with Section 24.2, any Party (the "Notifying
Party") may deliver to the other Party (the "Recipient Party") notice of the Dispute with a
detailed description of the underlying circumstances of such Dispute (a "Dispute Notice"). The
Dispute Notice shall include a schedule of the availability of the Notifying Party's senior officers
or officials duly authorized to settle the Dispute during the thirty (30) day period following the
delivery of the Dispute Notice.

24.4 The Recipient Party shall, within three (3) business days following receipt
of the Dispute Notice, provide to the Notifying Party a parallel schedule of availability of the
Recipient Party's senior officers or officials duly authorized to settle the Dispute. Following
delivery of the respective senior officers' or officials' schedules of availability, the senior officers
or officials of the Notifying Party and the Recipient Party shall meet and confer, as often as they
deem reasonably necessary during the remainder of the thirty (30) day period, in good faith
negotiations to resolve the Dispute to the satisfaction of each Party.

24.5 In the event a Dispute is not resolved pursuant to the procedures set forth in
Section 24.4. then either Party may commence and pursue such remedies as may be provided by
this Agreement or Applicable Law.

24.6 Pending resolution of any Dispute, the Parties shall continue performance of
their respective obligations under this Agreement. Each Party shall be responsible for its own
costs incurred in connection with any Dispute resolution proceedings undertaken pursuant to this
Section 24.

25. Miscellaneous.

25.1 If performance of this Agreement or of any obligation hereunder is
prevented or substantially restricted or interfered with by reason of an event or circumstance of
Force Majeure, the affected Party, upon giving notice to the other Party, shall be excused from
such performance to the extent of and for the duration of such prevention, restriction or
interference. The affected Party shall use its reasonable efforts to avoid or remove such causes of
nonperformance and shall continue performance hereunder whenever such causes are removed.
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25.2 This Agreement may be amended only by an instrument in writing
executed by the Parties that expressly refers to this Agreement and states that it is an amendment
hereto.

25.3  Any of the terms or conditions of this Agreement may be waived at any
time and from time to time, in a signed writing, by the Party or Parties entitled to the benefit of
such terms or conditions. Any waiver given by a Party shall be narrowly construed to
specifically waive in time and subject only the express matter contained in such waiver.

25.4 This Agreement shall be governed by, subject to and construed under the
laws of the State of Washington, without regard to principles of conflict of laws that would call
for the application of any laws other than the laws of the State of Washington.

25.5 All notices, requests, demands and other communications given by either
Party shall be in writing and shall be deemed to have been duly given (a) when sent via facsimile
as evidenced by a printed confirmation page of successful transmission; (b) when delivered
personally or delivered by a recognized courier service that provides a receipt of delivery; or
(c) three (3) days after being deposited as certified or registered mail, postage prepaid, into the
United States mail, to the following addresses or numbers:

If to Seller:
Dave Schmidt
City Administrator
PO Box 1960
Buckley, WA 98321

Email: dschmidt@cityofbuckley.com

With a copy to:
Buckley City Clerk
PO Box 1960
Buckley, WA 98321
Email: city@cityofbuckley.com

If to Purchaser:
Harry Shapiro
Director Gas Operations
Puget Sound Energy, Inc.
10885 N.E. Fourth Street
Bellevue, Washington, 98009

Email: Harry.Shapiro@pse.com

With a copy to:
Steve Secrist
Vice President General Counsel
& Chief Ethics Comply Officer
Puget Sound Energy, Inc.
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10885 N.E. Fourth Street
Bellevue, Washington, 98009
Email: Steve.Secrist@pse.com

or to such other address as the Parties may designate in writing.

25.6 Each Party shall bear its own legal, accounting, consulting, regulatory,
Tax and other professional fees and expenses and other transaction costs regardless of whether
the transactions contemplated under this Agreement are consummated.

25.7 This Agreement constitutes the entire agreement between the Parties and
supersedes all other prior agreements and understandings, oral and written, between the Parties
with respect to the subject matter hereof.

25.8 Any provision of this Agreement that is prohibited or rendered
unenforceable by any law shall be ineffective only to the extent of such prohibition or
unenforceability without invalidating the remaining provisions of this Agreement. Upon such
determination that any term or other provision is prohibited or rendered unenforceable, the
Parties shall negotiate in good faith to modify this Agreement so as to effect the original intent of
the Parties as closely as possible in an acceptable manner to the end that transactions
contemplated under this Agreement are fulfilled to the greatest extent possible.

25.9 This Agreement shall create no rights, responsibilities and/or obligations
in, to or from any parties other than Purchaser and Seller.

25.10 Time is of the essence in the performance of all terms and conditions of
this Agreement in which time is an element.

25.11 This Agreement may be executed in several counterparts, each of which
shall be deemed to be an original and all of which together shall constitute one and the same
instrument.

25.12 This Agreement has been negotiated on an arm's-length basis by the
Parties and their respective counsel and shall be interpreted fairly in accordance with its terms
and without any strict construction in favor of or against either Party.
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IN WITNESS WHEREOF, the Parties have signed this Agreement as of the Effective
Date.

SELLER

AL

. N e i, i
Nane:  \ dv:D e i '
Title: _C % Dom. amztadten
City of Buckley

PURCHASER

o DAY

Daniel A. Doyle
Sr. Vice President & Chief Financial Officer
Puget Sound Energy, Inc.
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Schedule 1.1

Natural Gas Assets

1. All 23.9 lineal miles (more or less) of cathodically protected and coated steel gas main,
including 19.97 lineal miles (more or less) of such steel gas main 2 inches or less in
diameter and 3.93 lineal miles (more or less) measuring over 2 inches thru 4 inches in
diameter, located within the City of Buckley as of the Effective Date, which such facility
is further described in the "Annual Report for Calendar Year 2013" submitted by the City
of Buckley to USDOT Pipeline and Hazardous Materials Safety Administration (the
"Annual Report").

2. All 12.83 lineal miles (more or less) of plastic gas main, including 12.69 lineal miles
(more or less) of PE gas main measuring 2 inches or less in diameter and 0.14 of PE gas
main measuring 2 inches thru 4 inches in diameter, located within the City of Buckley as
of the Effective Date, which such facility is further described in the Annual Report.

3. All 1420 (more or less) services located within the City of Buckley as of the Effective
Date, including:

A. All 880 (more or less) services served by steel pipe, including 869 services served
by steel pipe measuring one inch or less in diameter, 10.0 services measuring over
one inch thru two inches in diameter and 1.0 service measuring over two inches thru
four inches in diameter, located within the City of Buckley as of the Effective Date,
which such services are further described in the Annual Report.

B All 540 (more or less) services served by plastic PE pipe measuring one inch or less
in diameter, located within the City of Buckley as of the Effective Date, which such
services are further described in the Annual Report.

4. All 85 (more or less) excess flow valves located within the City of Buckley as of the
' Effective Date, which such services are further described in the Annual Report.
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Schedule 1.2

Personal Property

Item Type Item Description Quantity as of Effective Date
Equipment NDT International Thickness 1 ‘
Gauge
Equipment Fluke Multi-Meter o S
Equipment Heath Tech Odorator 1
Equipment Atkins Thermocouple 1
Thermometer N
Equipment Miller Current Interrupter 1 B |
Equipment Universal Cathodic Protector 1 ]
Rectifier
Equipment Crystal Digital Test Gauge 1
Equipment Mini AC/DC Clamp Meter 1
Equipment Swain Meter 1 |
Equipment Small Pressure Gauges Multiple
Equipment Equipment Calibration Regulators Multiple
Equipment Heath CGI Gas Indicator 1 B
Equipment Cad weld Shots Multiple
Equipment Mini Mac Fusion Machines ) -
Equipment Tinker and Rasor Holiday 1
o Detector _
Equipment Heath Detecto Pak CGI 1
Equipment Acetylene Pipe Cutter 1 |
Equipment Calibration Gases Multiple |
Equipment Spare Recording Charts Multiple
Equipment Chart Recorder Motors Multiple
Equipment 4" Sidewinder Fusion Iron 1
Equipment 4" Butt Fusion Equipment 1
Equipment Ford F-550 Gas Service Truck 1
Equipment Mobil Gas Welding Hose and 1
Valves ,
Equipment Torpedo Levels p
Equipment Ratchets and Sockets Multiple
Equipment Hand Tools Multiple
Equipment Cad Weld Kt 1
Equipment Hand Help Grinder 2
Equipment Wheel Grinder Heads Multiple
Equipment Hydraulic Squeeze Tools 1
' Equipment Portable Cable Air Compressor 1
Equipment Mustang Squeeze Tools 5
Equipment Reciprocating Saw 1
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Item Type Item Description Quantity as of Effective Date
Equipment Extension Cords 3
Equipment Power Drill q 1
Equipment Hand Pipe Threader o 1
Equipment 4" Hand Wheel Cutter 1
Equipment 3001t Tape Measure (Soft) 1 .
Equipment Mueller No Blo Valve Changer 1 __
Equipment Miller Trail Blazer 1
Welder/Generator - -
Equipment 'Kuhlman Manometer 1 )
Equipment Dwyer Manometer ] '
Equipment Mueller D-5 Tapping/Stopping - 1
Equipment Val-Tex Foot pump Grease Gun | 1
Equipment 8" Variable Speed Bench Grinder | 1
Parts Stainless Tube Fittings . Multiple
| Parts Meter Indexes Multiple
Parts Spare Reg Station Regulator Multiple
Springs .
| Parts 6 Inch Spare Meter Turbine 1
Parts Bolt and Flange Kits Multiple
| Parts Safeco Gas Filter 1
Parts Sensus Service Regulators - 62 3
Parts Greenline Wrap Multiple
Parts Tar - Multiple
Parts Mooney Regulator mounting 4
spools
Parts Spare Turbine Meter for Reg 1
Station
Parts Fisher High Pressure Shut off >
Valves
Parts In-Line Main Valves Multiple
Parts Protecto Wrap Primer ' Multiple
Parts Protecto Wrap ! Multiple
Parts 171b Anode 1
Parts 4 Inch PE to Steel Transition ' 2
Parts Meter Index Covers Multiple
Parts Continental Fittings (Various Multiple
Sizes)
Parts | Tracer Wire (14 gauge) 4 |
Parts ' %" Butt End Cap (Fusion) 30
 Parts | %" Butt End Cap (Fusion) 30
Parts ' 1" Butt End Cap (Fusion) 20 |
Parts 2" Purging Caps (PE) 4 ]
Parts 2" Butt End Caps (Fusion) 18 |
Parts 4" Butt End Caps (Fusion) 2 ]
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Item Type Item Description Quantity as of Effective Date
Parts 1" PE Tees In-Line (Fusion) 10
Parts 2" PE Tees In-Line (Fusion) 12
Parts %" PE In-Line Tees (Fusion) 31
Parts 1"x3/4" PE Reducers (Fusion) 40
Parts PE Fusion Practice Tees (Various 76
Sizes)
Parts 2"x1/2" PE Permalock Saddle 3
Parts PE Fusion Service Tees (Various Multiple
Sizes)
Parts %"x1/2" PE Butt Fusion Reducers Multiple
Parts 2" PE 90Deg (Fusion) 24
Parts 1" PE 90Deg (Fusion) 16
Parts %" Dresser EFV (Fusion) 100
Parts %" Dresser EFV (Fusion) 50
Parts 1" Perfection EFV (Stab) 7
Paris %" Perfection EFV (Stab) 15
Parts 1" Permasert Coupler 7
Parts %" Permasert Coupler Fi
Parts " Permasert Coupler 18
Parts 1" PE In-Line Valves (Fusion) 14
Parts 2" PE In-Line Valves (Fusion) 2
Parts %" PE In-Line Valves (Fusion) i
Parts In-Line Gas Filters for Reg Multiple
Stations
Parts Spare Chart Recorders 2
Parts 2" Steel to PE Transition Fittings 3
Parts 1" Steel to PE Transition Fittings 10
Parts Trenton Wax Tape 30
Parts Wax Tape Premier 1
Parts Meter Spud Gaskets (Various Multiple
Sizes)
Parts 1" x Close Black Iron (BI) 25
Nipples
Parts 1"x2" Nipple (BI) 31
Parts 1"x3" Nipple (BI) 37
Parts 1"x2 %" Nipple (BI) 16
Parts 1"x4" Nipple (BI) 29
Parts 1"X5" Nipple (BI) 22
Parts 1"x6" Nipple (BI) 19
Parts %"x1" Muller Auto Perf Tees 13
Parts %" Muller Auto Perf Tees 8
Parts 1" Threaded 90Deg (BI) 17
Parts %" Threaded 90Deg (BI) 33
Parts %"x1" Threaded 90Deg (BI) 45
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Item Type Item Description Quantity as of Effective Date
Parts %" x Close Nipples (BI) 30
Parts %"x 3" Nipples (BI) 41
Parts %"x 4" Nipples (BI) 30
Parts %"x5" Nipples (BI) 35
Parts %"x 6" Nipples (BI) 27
Parts Direct Bury Splice Multiple
Parts 1" Steel Threaded Plugs 22
Parts %" Steel Threaded Plugs 14
Parts %"x2" Nipples (BI) 14
Parts %"x1" Bushings (BI) 13
Parts Direct Bury Lug Wire Splice Kit 100
Parts ¥"x12" Nipples (BI) 7
Parts 1 ¥" Steel Threaded Nipples Multiple
(Various Sizes) - {
Parts 1 %" Steel Threaded Nipples Multiple
(Various Sizes) |
Parts - | 2" Steel Threaded Nipples Multiple
( Various Sizes)
Parts 4"x Closed Steel Threaded Multiple
Nipples -
Parts 1 %" Meter Valve (McDonald) 1
Parts 1" Meter Valve (Mueller) Multiple
Parts 1" Meter Spud (Insulated) Multiple
Parts 1" Meter Spud (Uninsulated) Multiple
Parts Meter Spud Swivel Multiple
Parts 1" Steel Threaded Tee 29
Parts %" Steel Threaded Tee 16
Parts Black Steel Weld on Line Multiple
Stoppers
Parts Stainless Valve Grease Plugs Multiple
Parts Black Steel Bell Reducers Multiple
Parts Steel Threaded Tee Reducers Multiple
Parts Steel 90deg Elbow Reducers Multiple
Parts Steel Unions (Insulated) Multiple
Parts Steel Unions (Uninsulated) Multiple
Parts Butt Weld Steel Fittings %"-4" Multiple
Parts 1 %" Meter Spuds and Swivel Multiple
Parts 1 /4" Meter Spuds and Swivel Multiple
Parts Rockwell 750 Gas Meter , 1
Parts 12" Yellow Stripe PE Pipe 8300 9 Rolls
Parts %" Yellow Stripe PE Pipe 8300 1 Roll
Parts .| 1" Yellow Stripe PE Pipe 8300 1 Roll
Parts 2" Yellow Stripe PE Pipe 8300 1 Roll
Parts %" Anode less Riser 7
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Quantity as of Effective Date

Item Type Item Description

Parts 1" Anode less Riser 13
Parts 1" Anode less Riser 10
Parts 2" Black Steel Pipe (20£t) 1

Parts 21b Sacrificial Anode 5

Meter Sensus 250 Qubix Meter 3
Meter Eqimeter 275 Meter 80
Meter Sensus R415 Meter 7
Meter Rockwell 5000 Meter 1
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Schedule 1.3

Assigned Easements
(Preliminary)

1.) GRANTOR:
ROBERT GODWIN AND GARY L. SCOTT

GRANTEE:
CITY OF BUCKLEY

PIERCE COUNTY RECORDING NUMBER: 8501250182
2) GRANTOR:
LLoYD BOWLER AND VANITTA BOWLER

GRANTEE:
TowN OF BUCKLEY

PIERCE COUNTY RECORDING NUMBER: 2500176

3) ORDINANCE NUMBER 2297202

GRANTEE:
ToOwN OF BUCKLEY

PiERCE COUNTY RECORDING NUMBER: 2297202

4.) GRANTOR:
CLYDE G. RAU AND SONJA A. RAU

GRANTEE:
TOWwN OF BUCKLEY

PiERCE COUNTY RECORDING NUMBER: 2428978

True and complete copies of all recorded easement documents shall be delivered by Seller to
Purchaser no later than fifteen (15) days prior to the Closing Date.
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Schedule 1.4
Assigned Contracts

1. The Natural Gas Contract dated April 11, 1972, as first amended on September
13, 1983, and further amended on December 28, 1994, between the Town of Buckley and the
City of Enumclaw under which the City of Enumclaw transports natural gas owned by the Town
of Buckley on the City of Enumclaw's pipeline system.

2. The Base Contract for Sale and Purchase of Natural Gas dated June 2, 2009, and
the Addendum Asset Management Arrangement dated June 2, 2009, as amended on August 11,
2010 between the City of Buckley and IGI Resources, Inc., under which IGI Resources, Inc.,
supplies natural gas to the City of Buckley and manages the City of Buckley's gas transportation

capacity.

3. The Contract No. 100021, Rate Schedule TF-1 Service Agreement dated July 7,
1993, as restated and amended on July 19, 2007, between the Northwest Pipeline Corporation
and the City of Buckley, Washington, under which Northwest Pipeline Corporation provides
natural gas transportation service to Buckley, shall be released by Buckley to Puget Sound
Energy, Inc. pursuant to a pre-arranged permanent capacity release at the maximum tariff rate as
of the effective date of transfer of the Buckley assets to Puget Sound Energy, Inc.
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Schedule 1.5

Assigned Customer Accounts

None
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Schedule 1.6

Excluded Natural Gas Assets

1. City Hall and all equipment and fixtures within City Hall that are not transferred
to Purchaser by operation of this Agreement.

2. City of Buckley Public Works Office, and all equipment and fixtures within the
Public Works Office that are not transferred to Purchaser by operation of this Agreement.

3. City of Buckley Multipurpose Center, and all equipment and fixtures within the
Multipurpose Center that are not transferred to Purchaser by operation of this Agreement.

4. Natural gas that is consumed by Buckley residents prior to Closing.
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Schedule 1.7

Permitted Encumbrances

None
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Schedule 1.8

Seller's Disclosures

None
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EXHIBIT A

BILL OF SALE

This Bill of Sale, dated as of . 2014, is made and entered into by and
between the City of Buckley, a municipal corporation of the State of Washington ("Seller"), and
Puget Sound Energy. Inc., a Washington corporation ("Purchaser").

For good and valuable consideration, the receipt and adequacy of which are hereby
acknowledged, Seller does hereby sell, convey, transfer, assign and deliver to Purchaser, and
Purchaser hereby accepts, all of Seller's right, title and interest in and to the property described in
the attached Schedules I(A) and I(B) (collectively, the "Property").

This Bill of Sale is being delivered in connection with the Asset Purchase Agreement.
dated as of , 2014, by and between Purchaser and Seller ("Agreement”). This
Bill of Sale is subject to each and all of the terms and conditions of the Agreement.

This Bill of Sale shall be binding upon and inure to the benefit of Purchaser and Seller
and their respective successors and assigns.

IN WITNESS WHEREOF, this Bill of Sale has been duly executed and delivered by the
authorized officer of each Party as of the date first above written.

Seller: Purchaser:

City of Buckley, Puget Sound Energy, Inc., a Washington
a municipal corporation of the State of corporation

Washington

By: By:

Its: Its:
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SCHEDULE I(A)

Natural Gas Assets

[Insert Schedule 1.1 of the APA, updated as of Closing. ]

EXHIBIT A TO ASSET PURCHASE AGREEMENT

07772-0009/LEGAL27837701.13

Exhibit No.  (MM-9C)
Page 60 of 80



SCHEDULE I(B)

Personal Property

[Insert Schedule 1.2 of the APA, updated as of Closing. ]
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EXHIBIT B

ASSIGNMENT OF EASEMENTS

Return Address

Document Title(s) (or transactions contained therein):
1. Assignment of Easements

Reference Number(s) of Documents assigned or released:
(on page ___ of documents(s))

Grantor(s) (Last name first, then first name and initials):
I. The City of Buckley, a municipal corporation of the State of Washington

D Additional names on page ___ of document.

Grantee(s) (Last name first, then first name and initials):
1. Puget Sound Energy, Inc., a Washington corporation

D Additional names on page ___ of document.

Legal description (abbreviated: i.e. lot, block, plat or section, township, range)

( X ) Full legal is on page 3 of document.

Assessor's Property Tax Parcel/Account Number
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ASSIGNMENT OF EASEMENTS

This Assignment of Easements ("Assignment") is made as of this day of
, 2014 ("Assignment Effective Date") by and between the City of Buckley, a
municipal corporation of the State of Washington ("Assignor"), and Puget Sound Energy, Inc., a
Washington corporation ("Assignee"). This Assignment is made with reference to the following
facts.

RECITALS
A. Pursuant to an Asset Purchase Agreement by and between Assignor and Assignee,
dated as of , 2014 ("Asset Purchase Agreement"), Assignor and Assignee have

agreed to undertake certain obligations to facilitate the efficient transfer of natural gas
distribution facilities from Assignor to Assignee.

B. In furtherance of such transaction, Assignor is willing to assign, and Assignee is
willing to accept, the easements more particularly described in the attached Schedule I
("Assigned Easements").

AGREEMENT

IN CONSIDERATION of the mutual covenants hereinafter set forth, and for other good
and valuable consideration, it is agreed as follows:

1. Assignment of Easements. As of the Assignment Effective Date, Assignor hereby
assigns to Assignee all of Assignor's right, title and interest in, to and under the Assigned
Easements. Assignee hereby accepts said assignment.

s Terms of Assignment. This Assignment is subject to each and all of the terms and
conditions of the Asset Purchase Agreement. All capitalized terms used in this Assignment but
not defined herein shall have the meanings given to them in the Asset Purchase Agreement. In
the event of any conflict or inconsistency between the terms of this Assignment and the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall govern and control.

- Binding Effect. This Assignment shall inure to the benefit of and shall be binding
upon the Parties hereto and their respective successors and assigns.

[Signatures on Next Page.]
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IN WITNESS WHEREOF, the Parties hereto have executed this Assignment on the date
first set forth above.

Assignor: Assignee:

City of Buckley, a municipal corporation of Puget Sound Energy, Inc.,

the State of Washington a Washington corporation

By: | By:

Its: Its:
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Schedule I
ASSIGNED EASEMENTS

[Insert legal description of easements listed on Schedule 1.3 of the APA,
updated as of Closing]
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EXHIBIT C
ASSIGNMENT OF CONTRACTS

This Assignment of Contracts ("Assignment”) is made as of this day of
- . 2014 ("Assignment Effective Date") by and between the City of Buckley, a
municipal corporation of the State of Washington ("Assignor"), and Puget Sound Energy. Inc., a
Washington corporation ("Assignee"). This Assignment is made with reference to the following
facts:

RECITALS
A. Pursuant to an Asset Purchase Agreement by and between Assignor and Assignee,
dated as of , 2014 (the "Asset Purchase Agreement”), Assignor and Assignee

have agreed to undertake certain obligations to facilitate the efficient transfer of natural gas
distribution facilities from Assignor to Assignee.

B. In furtherance of such transaction, Assignor is willing to assign, and Assignee is
willing to accept, the contracts more particularly described in the attached Schedule I ("Assigned
Contracts").

AGREEMENT

IN CONSIDERATION of the mutual covenants hereinafter set forth, and for other good
and valuable consideration, it is agreed as follows:

1. Assignment of Assigned Contracts. As of the Assignment Effective Date,
Assignor hereby assigns to Assignee all of Assignor's right, title and interest in, to and under the
Assigned Contracts. Assignee hereby accepts said assignment. By this Assignment, Assignee
assumes no obligations under the Assigned Contracts to the extent such obligations accrue from,
relate to or arise from or out of events, facts, circumstances or conditions existing at or prior to
the Assignment Effective Date. Assignor hereby acknowledges and agrees that all such prior
obligations remain obligations of Assignor and are included among Seller's Retained Liabilities
pursuant to the Asset Purchase Agreement.

2. Terms of Assignment. This Assignment is subject to each and all of the terms and
conditions of the Asset Purchase Agreement. All capitalized terms used in this Assignment but
not defined herein shall leave the meanings given to them in the Asset Purchase Agreement. In
the event of any conflict or inconsistency between the terms of this Assignment and the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall govern and control.

3 Binding Effect. This Assignment shall inure to the benefit of and shall be binding
upon the Parties hereto and their respective successors and assigns.

[Signatures on Next Page.]
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IN WITNESS WHEREOF, the Parties hereto have executed this Assignment on the date
first set forth above.

Assignor: Assignee:

City of Buckley, a municipal corporation of Puget Sound Energy, Inc.,
the State of Washington a Washington corporation
By: By:

Its: Its:

CONSENT AND AGREEMENT TO ASSIGNMENT:

The CITY OF ENUMCLAW, a municipal corporation, hereby confirms its consent and
agreement to the forgoing assignment of the "Natural Gas Contract" more particularly described
in SCHEDULE I of this Assignment.

CITY OF ENUMCLAW

By:
Name:
Its:

IGI RESOURCES, INC., a corporation, hereby confirms its consent and agreement to
the forgoing assignment of the "Base Contract for Sale and Purchase of Natural Gas" more
particularly described in SCHEDULE I of this Assignment.

IGI RESOURCES, INC

By:
Name:
Its:

NORTHWEST PIPELINE CORPORATION, a corporation, hereby confirms its
consent and agreement to the forgoing assignment of the "Contract No. 100021, Rate Schedule
TF-1 Service Agreement" more particularly described in SCHEDULE I of this Assignment.

NORTHWEST PIPELINE CORPORATION
By:

Name:
Its:
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SCHEDULE 1

Assigned Contracts

Ik The "Natural Gas Contract” dated April 11, 1972, as first amended on September 13,
1983, and further amended on December 28, 1994, between the Town of Buckley and the City of
Enumclaw under which the City of Enumclaw transports natural gas owned by the Town of
Buckley on the City of Enumclaw's pipeline system.

2. The "Base Contract for Sale and Purchase of Natural Gas" dated June 2, 2009, and the
Addendum Asset Management Arrangement dated June 2, 2009, as amended on August 11, 2010
between the City of Buckley and IGI Resources, Inc., under which IGI Resources, Inc., supplies
natural gas to the City of Buckley and manages the City of Buckley's gas transportation capacity.

3. The "Contract No. 100021, Rate Schedule TF-1 Service Agreement" dated July 7, 1993,
as restated and amended on July 19, 2007, between the Northwest Pipeline Corporation and the
City of Buckley, Washington, under which Northwest Pipeline Corporation provides natural gas
transportation service to Buckley, shall be released by Buckley to Puget Sound Energy, Inc.
pursuant to a pre-arranged permanent capacity release at the maximum tariff rate as of the
effective date of transfer of the Buckley assets to Puget Sound Energy, Inc.
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EXHIBIT D
ASSIGNMENT OF CUSTOMER ACCOUNTS

This Assignment of Customer Accounts ("Assignment") is made as of this day of
, 2014 ("Assignment Effective Date") by and between the City of Buckley, a
municipal corporation of the State of Washington ("Assignor"), and Puget Sound Energy. Inc., a
Washington corporation ("Assignee"). This Assignment is made with reference to the following
facts.

RECITALS
A. Pursuant to an Asset Purchase Agreement by and between Assignor and Assignee,
dated as of , 2014 ("Asset Purchase Agreement"), Assignor and Assignee have

agreed to undertake certain obligations to facilitate the efficient transfer of natural gas
distribution facilities from Assignor to Assignee.

B. In furtherance of such transaction, Assignor is willing to assign, and Assignee is
willing to accept, the Customer Accounts more particularly described in the attached Schedule I
("Assigned Customer Accounts").

AGREEMENT

IN CONSIDERATION of the mutual covenants hereinafter set forth, and for other good
and valuable consideration, it is agreed as follows:

1. Assignment of Customer Accounts. As of the Assignment Effective Date,
Assignor hereby assigns to Assignee all of Assignor's rights, title and interest in, to and under the
Assigned Customer Accounts. Assignee hereby accepts said assignment.

3 Terms of Assignment. This Assignment is subject to each and all of the terms and
conditions of the Asset Purchase Agreement. All capitalized terms used in this Assignment but
not defined herein shall have the meanings given to them in the Asset Purchase Agreement. In
the event of any conflict or inconsistency between the terms of this Assignment and the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall govern and control.

3. Binding Effect. This Assignment shall inure to the benefit of and shall be binding
upon the Parties hereto and their respective successors and assigns.

[Signatures on Next Page. ]
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IN WITNESS WHEREOF, the Parties hereto have executed this Assignment on the date
first set forth above.

Assignor: Assignee:
City of Buckley, a municipal corporation of Puget Sound Energy, Inc.,
the State of Washington a Washington corporation
y By:
[ts: Its:
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07772-0009/LEGAL27837701.13

Exhibit No.  (MM-9C)
Page 70 of 80



SCHEDULE I

Assigned Customer Accounts

None
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EXHIBIT E
ASSIGNMENT OF PERMITS

This Assignment of Permits ("Assignment") is made as of this day of

, 2014 ("Assignment Effective Date") by and between the City of Buckley, a
municipal corporation of the State of Washington ("Assignor"), and Puget Sound Energy, Inc., a
Washington corporation ("Assignee"). This Assignment is made with reference to the following
facts:

RECITALS
A. Pursuant to an Asset Purchase Agreement by and between Assignor and Assignee,
dated as of , 2014 ("Asset Purchase Agreement"), Assignor and Assignee have

agreed to undertake certain obligations to facilitate the efficient transfer of natural gas
distribution facilities from Assignor to Assignee.

B. In furtherance of such transaction, Assignor is willing to assign, and Assignee is
willing to accept, the Permits in accordance the terms and conditions of this Assignment.

AGREEMENT

IN CONSIDERATION of the mutual covenants hereinafter set forth, and for other good
and valuable consideration, it is agreed as follows:

L Assignment of Permits. As of the Assignment Effective Date, Assignor hereby
assigns to Assignee all of Assignor's rights, title and interest in, to and under the Permits.
Assignee hereby accepts said assignment. For avoidance of doubt, the assigned Permits include,
but are not limited to, the following Permits:

a. [Identify any specific Permits to be assigned to Assignee]
b.
a.
d.

c.

3 Terms of Assignment. This Assignment is subject to each and all of the terms and
conditions of the Asset Purchase Agreement. All capitalized terms used in this Assignment but
not defined herein shall have the meanings given to them in the Asset Purchase Agreement. In
the event of any conflict or inconsistency between the terms of this Assignment and the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall govern and control.
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3. Binding Effect. This Assignment shall inure to the benefit of and shall be binding
upon the Parties hereto and their respective successors and assigns.

IN WITNESS WHEREOF, the Parties hereto have executed this Assignment on the date
first set forth above.

Assignor: Assignee:

City of Buckley, a municipal corporation of Puget Sound Energy, Inc.,

the State of Washington a Washington corporation

By: By:

Its: Its:
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EXHIBIT F
ASSIGNMENT OF CLAIMS AND WARRANTIES

This Assignment of Claims and Warranties ("Assignment") is made as of this day
of , 2014 ("Assignment Effective Date") by and between the City of Buckley,
a municipal corporation of the State of Washington ("Assignor"), and Puget Sound Energy, Inc.,
a Washington corporation ("Assignee").  This Assignment is made with reference to the
following facts:

RECITALS
A. Pursuant to an Asset Purchase Agreement by and between Assignor and Assignee,
dated as of , 2014 ("Asset Purchase Agreement"), Assignor and Assignee have

agreed to undertake certain obligations to facilitate the efficient transfer of natural gas
distribution facilities from Assignor to Assignee.

B. In furtherance of such transaction, Assignor is willing to assign, and Assignee is
willing to accept, the Claims and Warranties in accordance with the terms and conditions of this
Assignment.

AGREEMENT

IN CONSIDERATION of the mutual covenants hereinafter set forth, and for other good
and valuable consideration, it is agreed as follows:

1. Claims. "Claims" means and includes any and all claims, demands, actions, liens,
causes of action and rights of Assignor against any third-party as may now exist or may
subsequently arise with respect to the Purchased Assets. "Excluded Claims" means and includes
any and all claims, demands, actions, liens, causes of action or other rights against third-parties
that relate solely to Seller's Retained Liabilities. If and to the extent that any Claim shall relate to
both Purchaser's Assumed Liabilities and Seller's Retained Liabilities, the term "Claims" shall
include any and all such portions of such Claim that relate to Purchaser's Assumed Liabilities.
For avoidance of doubt, Claims include, but are not limited to, the following Claims:

a. [Identify any specific Claims to be assigned to Assignee]
b.

C.
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-3 Assignment of Claims. As of the Assignment Effective Date, Assignor hereby
assigns to Assignee all of Assignor's right, title and interest in, to and under the Claims.
Assignee hereby accepts said assignment.

3 Warranties. "Warranties" means and includes any and all third-party warranties,
representations and guarantees made or arising with respect to the Purchased Assets, including
but not limited to, any and all such Warranties (whether express or implied) as may relate to the
title, merchantability, fitness for a particular purpose, or any other quality or characteristic of the
Purchased Assets. For avoidance of doubt, Warranties include, but are not limited to, the
following Warranties:

a. [Identify any specific Warranties to be assigned to Assignee]
b.
c.
d.
8.
4. Assignment of Warranties. As of the Assignment Effective Date, Assignor

hereby assigns to Assignee all of Assignor's right, title and interest in, to and under the
Warranties. Assignee hereby accepts said assignment.

5, Terms of Assignment. This Assignment is subject to each and all of the terms and
conditions of the Asset Purchase Agreement. All capitalized terms used in this Assignment but
not defined herein shall have the meanings given to them in the Asset Purchase Agreement. In
the event of any conflict or inconsistency between the terms of this Assignment and the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall govern and control.

6. Binding Effect. This Assignment shall inure to the benefit of and shall be binding
upon the Parties hereto and their respective successors and assigns.

[Signatures on Next Page.]
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IN WITNESS WHEREOF, the Parties hereto have executed this Assignment on the date
first set forth above.

Assignor: Assignee:

City of Buckley, a municipal corporation of Puget Sound Energy, Inc.,

the State of Washington a Washington corporation

By: By:

Its: Its:
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EXHIBIT G
NATURAL GAS SYSTEM SEPARATION PLAN

The Parties shall jointly and corporately develop a Natural Gas System Separation Plan. The
plan shall address such items that are necessary to facilitate the efficient transition of natural gas
distribution service for the Service Territory from Seller to Purchaser, including the following:

" Customer billing. Seller to provide information from Seller's Customer billing system
to convert current Seller gas customers to Purchaser gas customers.

] Mapping transition. Seller to provide source material sufficient to add Seller's gas
system to Purchaser's geographic information system (GIS). Source materials may include a
combination of Seller's mapping system and as-built records.

(! Leak survey. Purchaser to perform a leak survey for Seller's entire gas system. The
survey is to be conducted prior to Closing. Seller to perform any required remedial action.

[ Regulator Station Maintenance: A joint inspection of district regulator stations will
performed by the Parties prior to Closing.

1 Meter reading. Existing meters should be read by Seller taken as close in time to the
Closing Date as may be reasonably practicable. Seller to provide post-Closing meter reading
services, on a cost per meter basis, until existing meters are replaced by Purchaser. Parties to
work cooperatively to develop a method for splitting bills between Seller and Purchaser during
the transition.

" Public awareness programs. Parties to jointly develop and implement public
awareness programs and emergency responders classes.
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Strictly Private and Confidenti

@ PUGET SOUND ENERGY

Gas LDC Transaction Precedents

May 2014

Exhibit No.  (MM-9C)
Page 78 of 80



REDACTED VERSION

Select Gas LDC Precedent Transactions
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(1) In stock for stock transactions, the equity value is determined using the market price of the "reference" company as of the day before the date of announcement
(2) Aggregate value = Equity value + long-term debt + short-term debt + preferred stock + minority interest + capitalized leases - cash - option proceeds

(3) LTM = Last twelve months' financials available prior to the date of announcement

(4) Projected earnings for the current and next fiscal year are based on the most recent estimates available prior to the date of announcement
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Disclaimer

This presentation was prepared exclusively for the benefit of and internal use by the recipient for the purpose of considering the
transaction or transactions contemplated herein. This presentation is confidential and proprietary to RBC Capital Markets, LLC
(“RBCCM”) and may not be disclosed, reproduced, distributed or used for any other purpose by the recipient without RBCCM'’s
express written consent.

By acceptance of these materials, and notwithstanding any other express or implied agreement, arrangement, or understanding
to the contrary, RBCCM, its affiliates and the recipient agree that the recipient (and its employees, representatives, and other
agents) may disclose to any and all persons, without limitation of any kind from the commencement of discussions, the tax
treatment, structure or strategy of the transaction and any fact that may be relevant to understanding such treatment, structure
or strategy, and all materials of any kind (including opinions or other tax analyses) that are provided to the recipient relating to
such tax treatment, structure, or strategy.

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the
recipient or from publicly available sources, the completeness and accuracy of which has not been independently verified, and
cannot be assured by RBCCM. The information and any analyses in these materials reflect prevailing conditions and RBCCM’s
views as of this date, all of which are subject to change.

To the extent projections and financial analyses are set forth herein, they may be based on estimated financial performance
prepared by or in consultation with the recipient and are intended only to suggest reasonable ranges of results. The printed
presentation is incomplete without reference to the oral presentation or other written materials that supplement it.

Employees of RBCCM are expressly prohibited from directly or indirectly: (a) offering any company favorable research coverage
as an inducement for the receipt of investment banking business; or (b) threatening to retaliate with adverse coverage or
comments if such business is not awarded. All recommendations, ratings, price targets and opinions regarding a company are
determined independently by RBCCM’s Research Department.

IRS Circular 230 Disclosure: RBCCM and its affiliates do not provide tax advice and nothing contained herein should be
construed as tax advice. Any discussion of U.S. tax matters contained herein (including any attachments) (i) was not intended or
written to be used, and cannot be used, by you for the purpose of avoiding tax penalties; and (ii) was written in connection with
the promotion or marketing of the matters addressed herein. Accordingly, you should seek advice based upon your particular
circumstances from an independent tax advisor.
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