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LRS UTILITYRESOWCE SOLUTIONS 

www.urslp.com 

October 15,2002 
Nicor Gas 
C/o Customer Select 
P.O. Box 190 
Aurora, Illinois 60507-0190 
Fax: 630-983-3810 

Dear Sirs, 

Please find attached the executed Customer Select Agreement. Also provided is the 
required financial information required in order to evaluate the credit requirements. At 
this time I don’t anticipate selling any more than 500 mmbtu’s initially. In the event a 
parental guaranty would need to be revised because of volume increases we 
accommodate the request. 

If you have any questions please contact me at the number listed below. 

675 Bering Drive - Suite 700 Hourton.Texar 77057 - (713) 977-4710 * f a x  (713) 977-7850 
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All suppliers must complete and r e m  the Participating Supplier Information Sheet 
(Exhibit C). This sheet provides information on the primary and alternate supplier 
contacts for the Cusromr Select program. Contacts are requested for general program 
administration, information services and supply operations. 

Suppliers are required to provide Nicor Gas with an irrevocable letter of credit, cash 
deposit or parental 
therms for those customers served multiplied by the rate as stated in Riderl6. Nicor Gas 
will notify the supplier of their deposit amount on or about October 1 of each year. 
Suppliers wishing to satisfy this requirement by means of a parental guaranty must have 
their request and support information (see FAQ section) to Nicor Gas by September 1 of 
each year. Nicor Gas will notify the supplier of their parental guuanty approval on or 
about October 1 of each year. Suppliers must use the parental guaranty form (Exhibit D) 
provided by Nicor Gas. Any modifications to the form will not be accepted. Nicor Gas 
must receive the supplier's cash deposit. letter of credit or parental guaranty by or on 
November 1 of each year. 

in an amount equal to the estimated maximum daily use, in 

Affidavit of Firm C- 
Participating suppliers are obligated to complete an Affidavit (Exhibit E) stating the 
supplier has acquired the minimum of the pool's maximum daily usage of firm capacity 
and firm supply contracts which have primary delivery points at Nicor Gas' City Gate as 
required by Rider 16. This affidavit is due November 1 of each year. 

Agreements 
- 

To participate in Nicor Gas' customer Se&ae Program, suppliers will be required to 
complete various agreements and fom.  These agreements and forms arc summarized 
below. Actual agreements and forms are attached. 

ment: 
All suppliers will be required to execute a Supplier Aggregation Agreement (Exhibit A) 
with Nicor Gas. This agreement. along with the approved tariff sheets, describes the 
terms and conditions required for participation in Customer Select. Suppliers may enter 
the Customer Select program at any time. 

SuDDlier S e P  
. .  

All suppliers must complete and return the Selection of Market Segment Participation 
form (Exhibit B). On this form, suppliers indicate the market seheni(s) in wdich they 
choose to participate and information about their firms for the various Nicor Gas 
communication vehicles - printed and Web site. 

Customer SeledoPmgram 
Supplier Wonation Manual 
Tab 10, Page 1 10101 



Exhibit A 
Page 1 Of 5 

Northern IUinois Gas Company 
DIBIA Nicor Gas Company 

Small Customer Transportation l%ogram 
Supplier Aggregation Agreement 

This Agreement, dated , is between Northe Illinois Gas Co y &/a Ni 

('Supplier") b t h  in its individual capacity and as agent fohts customer(s) ("Customer(s)"). Company 
or Nicor Gas and Supplier shall be coUectively referred to as "parties" or sinpiarty as 'party". 

Witnesseth That, the parties hento agree as foUows: 

Gas Company ('Company" or 'Nicor Gas"), and iz$Xk6 2LW-d 2?2& A?, 

1.) Scope of Agreemenk Service under this Agreement shall be in c o m p l i i  with the 
Company's Rider 16, Supplier Aggregation Service. and Rider 15. Customer Select. Riders 
IS and 16 detail the Customer Select' Program. ('Program"). Supplier has reviewed Riders 
IS and 16 and agrees that the terms, provisions and requiremats of Rider 15 and Rider 16 
arc incorporated into this Agreement. In the event of inconsistency between this Agreement 
and the applicable Riders, the Riders will prevail. In the event the conditions of service or 
charges are changed under aumority of the uliois Commerce Commission, such changes 
(including, without i i t i n g  the generality of the foregoing. changes to Riders 15 and 16) 
shall apply to this Agreement. 

Gas Supply: The Supplier agrees to deliver natural gas each day in accordance with daily 
delivery requirements established by Nicor Gas. The Supplier understands that it will incur 
daily non-performance charges to k imposed by the Company, if applicable. 'Ibese charges 
are detailed in Rider 16. 

The Company agrees to deliver Supplier-owned gas from the approved intemnneaions 
between the Company and interstate pipeline@) to the Customer's service address. Suppliir 
warranu that it will have valid legal title to or will have the right to deliver all Supplier- 
owned gas to the Company, free and clear of all liens, encumbrances, and claim. Supplier 
shall have the responsibility for and assume all liability with respect to Supplierowed gas 
prior to its delivery to the Company hereunder. Supplier agrees to indemnify the Company 
and save it W e s s  from all suits, actions, deb& accounts, damages, cosw, losses, liabilities 
(i luding reasonable attorney's fees) and expenses arising from or out of claims of title, 
personal injury or property damage from any or all entities or persons to said Supplier-owned 
gas or other charges thereon which attach to the Supplir-owned gas to be delivered to the 
company. 

Firm Capacity and Gas Supply Requirements: The Supplier warrants that it bas acquired 
or will acquire firm supply capacity and a volume of firm transportation capacity with a 
primary delivery point at Nicor Gas' city-gate for the time period specified in Rider 16 and 
equal to the percentage requiremats (as set forth in Rider 16) of the initial aggregate 
Maximum Daily Contract Quantity ('MDCQ") of the Customers to k served by the Supplier 
and participating in the Program under this Agreement which capacity shall be utilized or 
dedicated to meet Supplier's obligations under this Agreement. The Company shall notify 
each Supplier of any future change in the percentage Of Ulaxhun daily use of required h 
supply and firm capacity to k held by the Supplier. ' b e  Supplier shall annually provide 

2.) 

3.) 

cuslomer S e f d  P w n m  
Suppner Information Manual 
Tab 10. Page 2 10101 



copies to Nicor Gas of finn city-gate supply supponcd by firm interstate pipeline 
transportation or fum supply contracts or firm intentate pipcline mmportation to the 
Company’s city-gate. If released capacity is rekd  upon, documCntation must dnnonseate ’ 

that the rdcawd capacity is non-rrcalloble. In addition, each supplier must warrant that 
neither it nor its finn supplier, if applicable, has any tinn obligations that arc in co& with 
the capacity to be used to serve Rider 15 Customers. 

4.) Supplier chprgts: ?he Supplier agrees to pay for al l  gas services rendered to it under Rider 
16. Failure of Supplier to receive payment from its Customen will not CXEUK Supplier’s 
obligation to Nicor Gas. ’Ihc Supplier’s group bill summary shall be mailed by the Company 
to the Supplier. 

5.) customer Aggregation: The Supplier agrees to be responsible for compiling the Customer 
group(@, as defiued in Rider 16. Subject to the limitatio~ in Rider 16, Supplier may submit 
listings of Customer group(s) in any quantity. Nicor Gas will verify the listing with its 
Customer database and then provide notification to each Customer of its enrollment in the 
Program and the Supplier serving the Customer. The Supplier will be notifid of any 
exceptions. Transfer of Customer data between the Supplier and Nicor Gas and Nicor Gas 
and the Supplier shaIl be accomplished via the Customer Select Supplier Internet Website. 

If any transmitted data is received in an uninteUiible or garbled form. the receiving party 
shall promptly notify the originating party, within one business day, (if identifiable from the 
received transmitted data) in a reasonable manner. The originating party shall be obligated to 
retransmit the data upon notice from tbe receiving p a q .  Notwithstanding the above. Nicor 
Gas will not be liable for the wnsequmcc of an uninteUigible or garbled traasrmssl . ‘on. Nicor 
Gas will not recognize the receipt of any transmtss ’ ion data for purposes of enrollment in the 
Program until such data is in intelligible form. 

The Supplier represents and warrants to the Company that the Supplier has been duly 
authorized to deliver gas on behalf of each Customer for each service location identified to 
the Company, and that each Customer has executed a valii agency agreement evidencing 
Supplier’s authorization and bindiig the Customer to indemnify Nicor Gas for Supplier’s 
obligations hereunder. and Supplier M e r  covenants that the Supplier will indemnify and 
save Company hannleu from and against any and all suits. (iluding reasonable attorney 
fees), causes of action, clatns, demands or lost revenues arisiig from or out of any breach of 
this Agreement or representation or warranty made by the Supplier berein. Ibe Supplier 
agrees to provide Company with evidence of authority to deliver gas on behalf of cacb 
Customer upon request by Company. and Company may terminate this Agreement if such 
evidence is inadequate, in the Company’s sole discretion. 

6.) Supplkr Deposit: The Supplier agrees to provide an irrevocable letter of credit, carh 
deposit or parental guaranty to the Company, in form and sllbsrance satisfactory to Company, 
in an amount equal to the MDCQ of Customers to be served by Supplier multiplied by 
deposit factor set forth in Rider 16. ’The Company rctsc~ycs the right to select the appropriate 
deposit vehicle. The amount of the deposit will k reevaluated at least d y  by the 
Company. 

Exbibii A 
Page 2 of 5 
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7.) cluffomv Solicitation: ?he supplier agms to make a good faith effort to establish a 
CUStornCr agrremcnt, undcr the t e r n  of Rider 16 and thii Agreewnt, with any Customzr 
that contacts che Supplier regarding participation into the Program. 

h p p k  Standards otCondu& The Supplier agrees to adhere to the Standards of Conduct 
as descni  in Rider t6. 

9.)  D W  Nomination Requirement: The Supplier agrees to deliver m Nicor Gas on a daily 
basis a volume of gas equal to the daily rrqukmcnta of the supplier’s Customers, which 
shall be determined by Nmr Gas pursuant to Rider 16. Supplier recognizes h t  Nmr Gas 
will employ estimated use factors to determine the volum required, that the volume required 
will change daily and that Nmr Gas will provide the Supplier with notice of tht required 
volume by 8:30 a.m. Central Time the day prior to the sbxt of the gas day flow unless such 
day falls on a noncritical day which is a Company recognized holiday. 

The Supplier recognizes that failure to deliver the volume required by Nimr Gas will result 
in an imposition of non-performance charge, as defined io Rider 16. 

- 
8.) 

IO.) customers Drops: 
Cusromer Inilirrrad- The Supplier agrees to be responsible for compiling a list of Customcrs 
who notify the Supplier that the Customer elects to terminate their participation or pending 
participation in the Program. Suppliers shall forward these ‘Customer Drop’ listings of 
Customers to Nicor Gas on a daily basis. Upon receiving these listings. the Customer’s 
account will bc canceled if the account is not yet activated or noted with a pending 
cancellation date and the Customer W remain a Customer of the Supplier until a mctcr 
reading is posted to the Customer’s account. 

The Supplier represents and warrants to the Company that the Supplier has ken authorted 
by the Customer to terminate the Customer’s participation in the Program for each service 
location identified to the Campany, and that each Customer has a valid agreement evidencing 
Supplier’s authorization and binding the Customer to indemnify Nicor Gas for Supplier’s 
obligation hereunder, and Supplier fimher covenants that the Supplier will indemnify and 
save Company hafinleu from and against any and all suits, (including nascnable attorney 
fees), causes of action, claims. demands. or lost revenues arising from or out of any breach 
of this Amendment or representation or warranty made by thc Supplier herein. 

Supplicr I n W d  Cmdir: Pursuant to Rider 15 of the Program, the Supplier warrants tbat 
Customers who arc designated as being ‘Dropped for Credit” on the electronic drop file have 
been notified by the Supplier that they are bchg returned to Nicor Gas sales service for being 
forty-five (45) days or greater in payment arrears to Supplier for services rendered by 
Supplier. 

The Supplier acknowledges that the Customer shall remain a Customer of the Supplier until a 
meter reading is posted to the Customer’s account after notification is received and 
processed. The Supplier further acknowledges that its actions arc in compliance with the 
United States Bankruptcy Code and assisted the W p t c y  Trustee to the best of its ability 
in relation to receiving notice of a Customer of Supplier who has filed a Bankruptcy Petition 

-3- 
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Bbibit A 
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in any United States District Court during the urn of the Customer and Supplier's 
contractual relationship. 

Supplir I W d  Conboei Eqinsiom: The Supplier agrees to be responsible for compiling 
a list of 1 .) Customen whose contracts have not k e n  rentwed with the supplier and 2.) 
Customers who the Supplier no longer wishes to provide service to. supplier rcpn?scnts and 
warrants to the Company that the l i i g  comply with the Ridcr IS rcquhmcnts of 
'Termination of Se~ice".  Suppliers shall forward these Listings of Customers to Nicor Gas 
on P daily WU by electronic maw. Upon rrceivii these listings, the Customer's ~ c c o u ~ t  
will be noted with a pending cancellation date and the Customer shall remain a Customcr of 
the Supplier until a meter reading is posted to the Customer's account. 

Nicor Gas reserves the right, exercisable at its sole discretion, to request supporting 
documentation for any Customer termination or cancellation available under this SCctiOn 16. 

11 .) Customer Billing: Suppliers intending to provide a Customer with a consolidated bill which 
is comprised of the the Company's dishibution charges and the Supplir's ccnumodity charges 
must enter into a separate agmment to provide such scrvice to the Custoner. 

12.) Other Servino: Nicor Gas may offer services in conjunction with the Program. Nicor Gas 
will offer to all Suppliers these services on a uniform and non-discriminamry basis. Separate 
agmments detailing these services shall be made available by the Company upon the 
Supplier's request. 

13.) Agreement Term: This Contract shall remain in effect unlw terminated by either the 
Company or the Supplier by written notice received by the non-terminating parry not less 
than 90 days before termination from the Program. The termination notice time period may 
be different than 90 days if instructed by the Illinois Commerce Commission. The termination 
of service shall not release Supplier from MY perfoormaoce obligation or to makc payment of 
any amounts due or to become due in accordance with the terms of this Agreement. 

14.) Failnre to Comply: Notwithstanding the Agmment Terms set forth in Section 13 of this 
Agreement, if the Supplier fails to comply with Program operations or conditions hereunder, 
Company may, at its sole discretion. in addition to all other r e d e s  available at law or in 
equity, tenninatc this Agmmcnt and, to the extent necesslry, liquidate the Supplier Deposit 
as compensation for any mra the Cornpany incurs in connection therewith. 

15.) hignment: This Agreement shall k binding upon and inure to the benefit of the 
successors, assigns, and personal repreantadves of the respective parties hereto, and the 
representations, warranties. wnditions. and obligations of this Agrement shall run for the 
full term of this Agreement. No assignment of this Agreement. in whole or in part, will be 
made without the prior written consent of the non-assigning party. 

16.) Choice of Law: The interpretation and performance of this Agmment shall be governed by 
the laws of me State of Illinois. excludmg MY conflicl of law rule which would apply the law 
of another jurisdiction. 

Customer SelecP Pmgram 
SuppUer Informalion Manual 
lab 10, Page 5 10101 
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Accepted by Blusc Ria) 

Acfepccd By (Signature) 

ORicial capcity 

-5- 



Exhibit B 
page 1 of2 

Nicor Gas Customer Select@ 
Supplier Selection of Market Segment Participation 

2002 
My organization has exmted a Supplier Aggregation Agreement with Nmr Gas to participate 
in the Curtomer Se&u program. As a participating Supplier, my organization chooses to 
solicit cllstomers m the following market segments. 

Please check all that apply: , 

Tcl/ Residential 

On the Supplier list that will be distributed to customers, does your firm wish to qualii your 
participation to a major geographic area for solicitation purposes? This is intended for those 
Suppliers who wish to inform customers that the Supplier is tooking to sign up customers in 
only a specific geographic area; i.e. XYZ Supplier (Joliet area). This wiU allow the Supplier 
to get their name out into the public, with qualification. and in the process possibly avoid 
dissatisfied customers by elimiuating phone calls from customers in other locations. This by 

ould preclude Suppliers from signing up customers in other locations. 

No. My firm does not want to limit its participation geographically. 

0 yes. MY firm wants to limit its participation to the following geographic area. 
Individual towns will not be listed, geographic areas will be listed; e.g. 
Joliet area, BloomingtordNormal area, Rockford area, Chicago Metropolitan 
area, etc. 

Please Describe: 

Information as you want it to appear in Nicor Gas’ 20132 customer brochure: 

Supplier Name: u7Y&4 A 5 P W d  -5dA.64 L .P 
Phone Number: 7&- 977- +no 
DaysEIours of Operation: SA&/&- P - s / m .  
Web Site Address: ddd’ &.&UP pL-7 

Customer S e k P  Propram 
Suppller lnfonnatbn Manual 
Tab 10, Page 7 1 010 1 



Information as you want it to appear on Niwr Gas' Web site: 

&%it B 
Page 2 of 2 

Business Description: (Please use a sepaxate sheet of paper. Maximum of 500 
characm with spaces. Examples of current Supplier 
descriptions can be found on Nicor Gas Web site: -, 

Web Site Address: (Nicor Gas will provide a link to your Web Site) 

ddd. UaSL#4P% 

(If you would like your company logo on the Web site, please 
e-mail it in a JPEG file to Mary Lou Grzenia at ._ . 

Nicor Gas will have f d  approval of i n f o d o n  displayed. 

To have your supplier name and phone number commu&a!ed to eligible customers in Nicor 
Gas' communications vehicles, plerrre return this form to Nicor Gas by January 21,2002. 

Niwr Gas 
d o  Customer Select Program 7%' 

P.O. Box 190 
Aurora, Illinois 60507-0190 

Fa: (630) 983-3810 

_c 

Name of person filing out this form wit: 25 k- 4 M / & / / b @ Z  
to contact for clarification: 

Signature: 

CurtwnerSeled. wram 
Suppser Infamation Manual 
Tab I O .  Page 8 10101 



Group Bill Mailing Information: 

Page 1 of 4 

Nicer Gas Customer Select@ 

Fddpating SuppUer Informotion Sheet 

Exhiiit C 
Page 1 Of 4 

Cwtomer Sled. prcgrarn 
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L Exhiiit C 
Page 2 Of 4 

Nicer Gas Customer Select@ 

Padcipating SuppUer Information Sheet 

General Program Contacts 
(Personnel to contact at your organization for general admiaistntive assistance, 

policy decisions, main recipients of program information, etc) 

2* Alternative Contacl: Name: /A& 
Phone Number: 7/3- *v- 4 7r2 

F u  Number: p3- 9fl a 755i 
Pager Number: 832- 7& - //& 

E-Mall Addreu: .d&& a/p A@ A%&/, P- 

Cusbomer &le*. Pmgtarn 
Suppller Information Manual .. . 
~ ~ I Tab 10. Page 10 10/01 



Nicor Gas Customer Select* 
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Exhbit c 
Page 3 of 4 

Participating Supplier Infomadon Sheet 

Information Services Contacts 
(Personnel to contact at your orgmlution for Information services support; Le., 
general IT support questions, correction of compt electronic fflea, electronic Lue 

changes, et&) 

Customer %led. P q n m  
Supplier Informa&m Manual 
Tab I O .  P q e  11 10101 



Nicor Gas Customer Select@ 
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Exhibit C 
Page 4 Of 4 

Participating SuppIier Informlrtron Shed 

Supply Operations Contacts 
(Personnel to contact at your organization for supply operations support; Le., 
nominations, critical day, operational flow orders, firm transportation, etc.) 



NORTHERN I U N O l s  GAS COMPANY 
D/B/A NlCOR GAS COMPANY 

CUSOMER SELECT PROGRAM 
SUPPLIER DEPOSE GUARANTY AGREEMENT 

E7iu%it D 

This Supplier Deposit Guaranty Agreement (‘Guaranty”) is made and entered into on 
*- . For value received. the Corporation (YGuarantor”). 

, unconditionally whose principal place of business is at 
guaranties payment to Northern Illinois Gas Comanv. d/b/a Nmr Gas Comoanv ('Nicer Gas”) - _ .  
whose p h i p a l  place of business is at 1844 Ferry Road, Naperville, Illinois iios‘a3-9600 (‘Obl&”) 
of that cemh Supplier Deposit in the amount of $ 

executed by Guarantor’s =stain Supplier Aggregation Agreement dated 
wholly owned subsidiary 

due Obligee pursuant to that 
1- 

(‘Obligor”) whose principal place of business is at 

Guarantor waives notice of acceptance of this Guaranty and waives diligence on the pan of 
Obligee in collection of the indebtedness. Obligee shall have thc privilege of granting such renewals 
and extensions as Obligee may deem proper. Guarantor further expressly waives notice of 
nonpayment, protest, and notice of protest with respect to the indebtedness covered by this Guaranty. 

However, this Guaranty shall be comrmed to supercede, amend and mcdii any and all previous 
guaranties pertaining to Customer Select Program presently in effect between Niwr Gas and Obligor. 
Obligee may surrender or release all or ponion of such other security without affecting this Guaranty. 
It shall not be necessary for Obligee to enforce payment by Guarantor of the indebtedness, to first 
institute suit. or to pursue or exhaust nmedies against Obligor. or against any other security that 
Obligor may have. 

This Guaranty is in addition to my other security that Obligee now or hereafter may have. 

Guarantor acknowledges that this Guaranty is irrevocable and is in effect and binding on 
Guarantor without reference to whether it is signed by any other entities or persons. Guarantor agrees 
that this Guaranty shall continue in full force and effect notwithstanding dissolution of Guarantor, the 
release by agreement, operation of law or the extension of time to any other guarantor(s) as to 
obligations then existing. 

Liability of Guarantor under this Guaranty shall not be affected or impaired by the existence, 
from time to time. of an indebvdness or liability of Obligor to Obligee in excess of the amount of this 
Guaranty. Guarantor represents and warrants that it is duly authorized by all necessary action to 
execute this Guaranty. 

The interpretation and performance of this Supplier Deposit Guaranty Agreement shall be 
governed by the laws of the State of IUiois, excluding any conflict of law rule which would apply the 
law of another jurisdiction. 

BY: 

NAME: (Print) 

TITLE: 

DATE: 
A’ITEST 

Customer SelecC Program 
Suppler Information Manual 
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Exhibit E 

NORTHERN ILLINOIS GAS COMPANY 
D/B/A NICOR GAS COMPANY 

CUSlQMER SELECT PROGIUM 
FIRM CAPAClTY AND GAS SUPPLY RFQUXREMENTS 

AETIDAVlT 

STATE OF ILLINOIS 1 
1 9s. 

COUNTY OF DU PAGE } 

d k& ,w M d  hereby states fhat he is the A?//,& & d &&A& 
(Official Title) for the p//A ,&&, ~ s;. /~d4'" Corporation) who is a participating Supplier in 

/ 

Northern Wis Gas Company's, d/b/a Nicor Gas Company ("Nicor Gas") Custoomer Select program, 

and is duly authorized to execute this Affidavit on its behalf; that, the &d/&z-e 4'5/&. .d 

(Corporation) has acquired a minimum of MMBtus per day of firm transportation 

capacity and firm supply contfacts which will have a primary dellvery point at Nicor Gas' City Gate. 

effective November 1.2002 through March 31.2003; for the customers to be served by the 

So o 

L . /  
~ / / 'PWw/rx 5t~Ld4, corporation 

BY: 

NAME: (Print) 

TlTLE: 3% OF @PS.M-IDds 

DATE: IO i l  0- 
I \  

JE KW, , before the O n t h e l d a y o f  f?LiLljW ,2002,in I j u d > n N  , 
ir, 

undersigned, a Notary Public in and for the aforesaid place. appeared 'A) K t r  r l )  MAW(& 
known to be the pcrson described in the foregoing affidavit. who signed the said affidavit in my 
presence and who then and then was duly sworn by me and 
therein made are true. 

, to me 

My commission expires: 

Customer sed. Program 
Supplier Informatbn Manual 
Tab 10, Page 14 10/01 



T e x a  Energy Partners, Ltd. 
Consolidated Financial Statements for the Years 
Ended December31, 2001 and 2000 End 
Independent Auditors' Report 



Oeloitte 
&Touche 

INDEPENDENT AUDITORS' REPORT 

To the Pumcrs of 
L'exex Energy Partners. Ltd: 

We hnvc audited die accompmying consolidnred bnlnrice sheets of Texex Energy Panilerr, Ltd. (tho 
"Company") as uf December3 I. 2001 and 2000. and tlie Elated colisolidnkd .ctatements o f  inconic, 
panncrs' equity, and cash flows for the years then ended. Tl~cse financial statements are thc rcrponsibilily 
of the Company's management.. Our rcspansibility is to cxprcss nn opinion (in thesc financial statemenis 
based on our audits. 

Wc conducrcd our audifr il l  nccnrdniice with nuditing standords genernlly ncceptcd in the United Stntcs of 
Awricn. fliosc stacidavds require lliat we plali mid perfwin tlie audits to obtnili reasorlnble assuraiice 
abour whether the financial SLPteincnrs are frcc of iiiatcrial misstarcrnciir. An audit includcs cxamining. on 
a test basis, evidence supponiny the ainounts and disclosures in the financial mtcments. An nudit also 
includcs asscs.ing the accounting principles used and sig~iificant estiinarcs lnadc by ntmagcmcn~ as wcll 
as evaluating the over~l l  financial statenient presentation. We helieve tliat our nodits provide a reasoiinhlc 
basis for our opinion. 

In our opinion, such consolidaccd financial stPtcmcirts present fairly. i n  al l  material respects. Ihe financial 
position of 'I'cxex Energy l'artners, Ltd. as of December31. 2001 and 2000, and thc rcsults of its 
operations and its cash flows for the y a m  r l m  eodrtl in confonniiy with accounting principles generally 
accepted ii) the Uiiited States of America. 

April 29,2002 



TEXEX ENERGY PARTNERS, LTD. 

CONSOLIDATED BALANCE SHEETS, 
DECEMBER 31,2001 AND 2000 

ASSETS 

CIIRJENT ASSETS: 
Cash and cash equivalents 
Accounts receivable 
Inventories 
Assns from Price Risk Manngement Activities 
Other assets 

Total cuncnt avvcLc 

INVESTMEN 1's IN UNCONSOLIDATED MFILMl'E$ 

PROPEKI'Y AND EQUIPMEN1 

TOTAL 

LlABlLlTlES AND PARTNERS' EQUITY 

CUKRENT LIABILITIES: 
Accounts pyahle 
1.iabiIitios from Price Risk Menigcmcrtt Activities 
Loan Peynble 
Accrued liabilities 

Total currant liabilities 

PAR'INEKS' EQUITY 

TOTAL 

See notes to consnlidatcd financial statetnents. 

2001 

S 2.710.425 
5.066.306 

703,609 
8.400.349 
3.719.955 

20.600.644 

5S6,903 

33,233 

E2 I.190.7110 - 
li 6,352.SSI 

1,228,524 
2,00U,00U 

475,686 

13.U56.761 

R.l34,0l9 

$ 2  1.190.780 
_=___ 

2000 

6 5,683,427 
15,025,465 

R,r)29 

20.71 7.81 I 

544,119 

46,136 

S 2 1.3U8.136 - 
t I7.2R7.212 

2,907,027 

18,193,259 

3.1 17.877 

- S21.308.136 



TEXEX ENERGY PARTNERS, LTD. 

CONSOLIDATED STATEMENTS OF INCOME - - 
FOR THE YEARS ENDEO DECEMBER 31,2001 AND 200D 

Sh1.F.S 

COS1 OF SA1,ES: 
Gas purchases 
'Tramportation 
Rrokcr fees 

Total cost o f  sales 

Gross profit 

SELLING, GENERAL. AND ADMRU'ISIXATIVE EXPENSES ,. 

Operating profit 

OTHER INCOME: 
Equity income from unconsolidated affiliate 
Interest income 
Other 

Total other infome " . 

NET INCOME. 

2001 2000 

S \64.293,950 S 136.01 1,951 

158,067,s I2 132,629,502 
930.503 1,652,889 
147,000 307,000 

159,145,015 134,SR9,391 

5.148.935 1.422.560 

I .262.728 915,028 

3.886,207 507,532 

104.4 In 345,248 
94,167 154,S98 
97,858 I I o,(inn 

296.435 6 10,826 

S 4,182,642 J 1.1 IR.3517 

SCC mtcs to consolidated financial statements 
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TEXEX ENERGY PARTNERS, LTD. 

CONSOLIDATED STATEMENTS OF PARTNERS‘ E O U l N  - . - - -. . . 
FOR THE YEARS ENDED DECEMBER m.2001 AND 2000 

OALANCE, DECEMDER 31,1999 

Capital contributions 

Dirtriburions to Partners 

Net incnme 

BALANCE, DECEMBER 31.2000 

Capital contributions 

Disvibutionr IO Pannen 

Net incume 

BALANCE. DECEMBER 31,2001 

See itores to consolidated financial statements. 

General 
Partners 

$11,219 

11.1114 

22,403 

- 
10,133 

41,826 

S 74,362 

- 
- 

Limited 
Partners 

0 2,358,0116 

900.000 

(1,273.786) 

1.107.174 

3.09 1,474 

1,005,166 

(177.797) 

4,140.81 6 

P S 8.059.659 

Total 

S 2,369,305 

YlJU,UUU 

(1,271.786) 

I , I  16.358 

3,113.877 

t ,o 15,299 

(1 73.7517) 

4.182.642 

S 8,134,021 - 



TEXE: ENERi Y PARTNERS, LTD. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31.2001 AND ZOO0 

2001 2000 

C,ASlI FLOWS FROM OPEMI'ING ACL'IVL1'IES: 
NEL inwnic 
Equity income from investment i n  unconsolidated dlilinic 
Depreciation and monizatiun 
Miustmcnts to reconcile net income fn net cash flows provided 

by (used iii) opcrutiiig nctivities ~ changes in operaling asseu 
slid liabilities: 
Decrease in accounts receivzbla 
Increase in inventories 
Increase in assets from price risk manage\nrnt ivAviiics 
lncrcase in other assets 
Decrease in accounts payable 
Increase in liabilities from price risk mauagement activitics 
Dcctcase in accrued lisbilitics 

Net cash (uscd in) providd by opcrating activiticq 

CASH FLOWS FROM WESTING ACTIVITIES: 
Cnnfrihut.ioo In investments in uncnnsolidated nffjliatcs 
Distributions from investment in unconsolidared nffili;ttrs 

Ncl ca3h pn~vided by'invcsting activities 

C A S I I  FLOWS FROM FINANCING ACTIVITIES: 
Shorr-term borrowings 
Partncrr' contributions 
Distributioiis to pnrtners 

Net cash provided by (,used) in financing activities 

INCREASE (DECREASE) 1N CASH AND CASH EQ1IrVAl.ENTS 

CASH A N D  CASfl EQUIVALENTS, BEGlNNlNti OF PERIOD 

CASH AND CASH EQUIVALENTS, I N D  OF PERIOD 

See note,. to consolidated financial S M ~ C I ~ C ~ I S .  

s 4~82.642 s 1,118,358 
(104.410) (345,548) 
12,903 18,219 

Y,959,1SV (8 ,759,038)  
(694,680) (5,5141 

(8,400.349) 
(3,719,955) 
(8,934,681) 9,324,420 

(2,43 1,341) 2,494,509 

(5,902,188) 3,843,466 

4 . 2 2 a . m  

(125,288) (73.872) 
216.972 R17.026 

91,684 743,154 

2,000,000 
LO1 5.299 900.000 
(177,797) 0,273,786) 

2,X37,SUI  (373,786) 

(3,973.002) 4,214,831 

5,683,427 1,468,593 

6 2,710.425 S 5.683.427 

.. 



TEXEX E IERGY P, RTNERS, LTD. 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31,2001 AND 2000 

1. ORGANIZATION 

Texcx Energy Partners, Lld. (the "Company") is R rull-service marketing organization that purchases. 
transports, and sells natural gas primarily in the Gulf Coast, Midwest. East Coasr and New England 
markets. The C.ompnny wns formed pursuant to the May IS ,  1998 "Texas Revised limited PYtnenliip 
Act" and began operations nn Augugt 1. 19P9 ("date or inception"). 'Ihe Compally received capital 
coiitributioiis froiii its padtiers iif caJt. propcriy and cquipmml. and limited pannership interrctr. 

On November 1. 2UU1, the Company was assigned a 99% partnership intcrcst in Utilities Resource 
Solutions. Ltd. CURS"). Tnc result or operations of URS are included in the Company's financial 
statements from the dale of assignment. Had the results of ClKS been included in the Company's 
consolidated financis1 stnkmcnfs from the dntc of inccption of  URS, thc Company's rcvenues md net 
income would have beer1 illcreased hy $7,452,075 a i d  $25,555 rerpcctivrly. UKS provides natural gas 
to end-use mail  customers prcdoininatcly in thc Midwcst and East Coast markets. URS was formed 
pursuant to fhe May IS, 1998 "Texas Revised Limited Pirtnership Act" and began operations on 
January 17. 2001. The Company purchases natural gas nn hehalf of ClRS from utility companies and 
URS sells to retail customers. 

'The partners share operatiiig profits and losses i l l  direct propurtiurt io heir rr3peclive ownership 
interests. 

SUMMARY OF SlCNlFlCANT ACCOUNTlNG POLICIES 

C a h  and Cash Equivolmri. For purposes of the staiement of cash flows, h e  Company considers all 
highly liquid investments purchased with mi wigiual ruahrity u f  Ihrct: months or less to be cash 
equivalents. 

Invesrwnrs In Uncvnrulidafed Afl / ides - n e  Conlpany invests as a limited partlier in various 
partnerships. There inventmcnt.s arc recorded 81 cost and suhseyuently carried at either the original 
recorded value or net realizable vdue. if lower. 'lbe equity method i s  wed to account for Ihr: 
Company's invcstnient in Eirgroup Resources. L.P. because the Cainpariy has Ihe ability to exercise 
significant influence uver the iiivestee's operating and financial policies. All athcr investments am 
accounted for under the cost mcthod bccause the Company doer nnt have the ability to exercise 
significant influence over the iiivestee's operating and financial policies. 

Pmperty und Equfprnmt - Property and equipment consists of &n automobilc rccordcd at cost nnd will 
be depreciated using rhe sunigh!-lii\e meihod hued  iiii ail vbtimatcd u r e h l  life of five years. 

Rcucnuc Recognifion - Revenue i s  recognized by the Company using the following criterin: 
(a) persuasive evidence of an exchange arraiigcnrcnt exists, (b) delivery has occurred or services have 
been rendered, (c) the buyer's price i s  fixcd or dcterminable. and (d) collectibility is reasonably assured. 
Utilizing these criteria, rcvcnuo is recugnized when products nre shipped or scrviccs arc rcndcrcd. 'fie 
Coiiipany's products and wvicoa are generally sold based up011 signed contracts chat have fixed or 
dctenninahlc prices and contain no right of  retuni or significant post.dclivery obligations. When tile 

I. 
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C O n t m t s  settle (i& services dfsignnlcd in the cnntnct have been perfornied), J dctcrminaiion of thc 
neccwily of an allowance is Ins& nnd rccordcd accordingly. 

lncums Tarvr -The Company is clessified as a p3lt)taship for federal income tax purposes. Thbdorc, 
incomc t ~ x c s  arc not Icvicd at the Company level but. rzthcr. on ihc individual owners ("Pnrtners") of h e  
Company. Accordingly, the accnmpanying tinancia! siatcmenb do not include n provision for income 
IiXFS. 

Purchase unJ Sale Cumniitmenfs - The Company enters into various fimi p u r c b s  and salc 
commitmenu for natural gas. Management docs nut anlicipatc that rhc execution of such mnsactions 
will rvsuli in any significant losses based on current mnrkct cmditinnr. 

Acruunting for Energy Conrractc - l h c  Company follows ihc provisions of Eincrging Lrsucr T v 3 k  

Force Issue Y8-IO. "Accounting for Energy Trading and Risk Munngcmcnt Activities." The partnership 
utilizes rnhrk !O market accounting' for its commodity contracts and derivative financial in.rtrumcnls. 
Under such' method. these eun!mctE nnd financial instmntents nre recorded id Lir v a l e  based on 
estimates made at the discrete points in tirnu hwcd on relevant market information. Chmscs in ihc 
market valuc or thcse crmlracts ore recognized in salcs during ihc pnod of change. The resulting 
uiircalizcd gains and losses are recorded as assets and lidbiliLic5 rrom price risk inanngenicnt activitics in 
the balance sheet. During die year ended December 31, 2001, Ihc Cunipany rccognvcd trading gains of 
53,678,995. At December 31, 2001, trading a s w s  and liabilities recognnizcd on thc balance sheet were 
SX.400,349 and S4,22H,S24. respectively. 

Rrcluss$iiufiunr - Ccrtaiii reclassificafioiis havc bccn made to prior year's financial slatcrncnb to 
cunfurm to thc c u r m i  ycu prcscniatinn. 

Use oj'E.rhates and Arsutnpfiurts - Use of esrmnres and assumptions by managenlent that affect the 
reported amounts of asscts nnd liabilities m(1 ditclosurc o f  contingent assets and hbilitics at the date of 
the financia1 stntements and the reponed ainounts of revenues and expenses during Ihc rcporring period 
arc rcquircd lor the preparation of financial statcmcnts in conformity with accounting princip1c:s 
generally acCtptCd in thc United Slates of America. Actual rcdu could differ from these eatiinatcs. 

Fair Yduc oJ Fhunrial Itisfrummlv - 'The Podncrship's financial instmrnents at Decumbcr 31, 2000, 
consisted of cash md cash cquivalcntr, accnilnis receivable, XCUIJ~~IS payahle. snd accrued liabilities. 
The carrying nrnounts of the pormership's finmcial inrrmmcnts approximate their Fair vilucs hccausc of 
the short-tmm mituritics of such inbtrunienls. 

3. (:REDIT AlllUNGEMENTS 

'fhr Cumpany and IJRS have a conibimxf Icrter-uf<rcdil facility with a bank. '[his facility is used for 
the purchzac oTnnlurd g3s by sectiring payments tu supplicrr. The facility is secured by cash, accounts 
rcccivablc. and ohc r  a i x i s  of tlic Coiiipmy. T h c  aniount of lcttcrs orcrcdit issued and outstanding for 
product purchases at Dcccntbcr 31, 2001 and 20n0 were S15.40Y.764 and 114,0P6.000. rtspectively. 

h'o liability is rccordcd for such outstanding Ictic?n of credlt unless they are drawn upon by the 
customers of the Company. As of kccrnhcr 3 I ,  2001. the Company had S2.000.000 drawn on the line 
of crcdit, p;ry;lblc in Januiry 2002, with an interest rate of S.75%. T h e  Company repaid this borrowing 
during January 2002. 



4. 

S. 

AS ofncccrnbcr 3 1.2001. the Company believes it was in compli;mce with all debt covenants under the 
credit facility. 

RISK MANAGEMENT 

Commodity Rlrk Uanugemenr - The Company engages In the trading of iiatural gas and evpcrlenccs 
open positions at 8ny given date. The Company manages open positions w i h  strict policies which limit 
irs exposure to market risk. 111 addition. there is continuous day-to-day involvement by senior 
mniiagmeitt in these Activities. The nvernge life of the C,ompany’s gns risk portfolio W R ~  spproximntely 
5 months ar Dccernbcr 3 I ,  200 I. 

Muher und Credlt Rlrk - Thc Company is subjccr to rhc risks inhcrcn1 in drc industry in which it 
operates. primarily. fluctuating prices of natural pas. These prices arc subject to fluctuations in response 
to changes i n  supply. market uncertainty. and a variety of additionnl factors chat are beyond the coilfro1 
of  the Company. The credit rink exporurc from counterparty nonperformance on natural gac forward 
conuncts is genernlly the mount of unrealized p i n s  under the conmacts. 

RECENT ACCOUNTING DEVELOPMENTS 

Effective January 1. 2001. the Company adoplcd Skilement of Financial Accounting Standards 
(“SFAS) No. 133. “Accnuntiiig for Derivative Instruments aiid ifedging Activities,” as amended and 
interpreted. SFAS No, 133 eslablishcs accounting and reporting standards for derivative instruments, 
including ccrtain dcrivativc instrurncntv cmbcddcd in othcr cantracts and Tor hedging activities. All 
derivatives. whether designated in hedging relationships or not. will bc tcquircd to bc rccotdcd on thc 
balance sheet at fair value. Adoplion of SFAS No. 113, as amended, has not had, nor is i t  expected to 
have a matcrial impact on ihe Company’s rcsults ofopcrations. finallcia1 position. or cash flows. 

In July 2001, tlie FASB issued W A S  No. 14 I, “Business Combinations” and SFAS No. 142. “Goodwill 
and Other lntangibk Asscts.“ STAS No. 141 requires huainess comhinacions initiated alter June 30, 
2001 to be accounted fir using chr purchase rncthad of accounting and broadcns thc critcria for 
recording inlangible assets separate from goodwill. ‘Ihe adoption of SFAS No. 141 did not have an 
impact on the Company‘s historical results of operations or financial position. SFAS No. 142 provides 
Tor a nnnamortirarion approach, whcrehy goodwill and certain intangibles with indefinite lives will not 
he arnunizad inlo results of uperalion*. but instcad will be rcvicwcd periodically for irnpairmeiit arid 
written down and churgcd to rcsults of operations only in the periods in which the recorded value of 
goodwill and certain intangibles with indefinitr lives is more than its fair value. At December 3 1,2001. 
there was no goodwill w other iiitangibles recorded on the Company’s hooks; flierefore, the adoption of 
SFAS No. 142 on January 31 ,  2002 i s  1101 expected to have any impact on the Company’s results uf  
operations or financial position. 

L.11.. 
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UTILITY RESOURCE SOLUTIONS, LP. 
675 Bering Drive, Suite 700 

Houston, Texas 77057 
Phone (713) 977-471OlFax (713) 977-5601 

Texas Limited Partnership 
D&B # 01-340661 1 
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CrediVAccounting Karen Pfeffer 
Contracts Paul Jornayvaz 
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.' Phone: (713) 767-5687 
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