Bud Rousenberg                                                                                              July 30, 2002

Shangas Marketing

36829 Township Highway 2067                       

Jerursalem, OH 43747

Dear Bud,

Volunteer Energy Services, Inc. (VESI), an Ohio corporation, is a full service natural gas and energy services marketer.  VESI markets natural gas and energy services to commercial and industrial customers throughout Ohio, Kentucky and New York.  We provide unique energy solutions to businesses and industries.

VESI’s Gas Supply Management Program is custom tailored to the end-users needs, with service levels, pricing, and fee structure negotiated to meet each customer’s specific requirements.  In order to meet the goal and objectives as stated, VESI recommends establishing the following natural gas energy services for our customers as outlined below:

Gas Supply and Storage

VESI’s natural gas supply strategy is focused on purchases of firm supplies under spot and long term arrangements directly from Ohio producers, supplemented with economical Gulf Coast production from various production areas and interstate pipelines.  VESI currently owns and transports on Dominion Transmission and Columbia Gas Transmission (TCO) using Firm Transportation Service (FTS) agreements and Storage Service Transportation (SST) agreements.  VESI also has contracts for Firm Storage Service (FSS) on TCO.

Firm Transportation/Capacity Release

VESI will continue to assess the availability of short term and long-term release of firm capacity rights on the interstate pipelines upstream of customer’s facilities for our customers. In addition to monitoring of all relevant EBB’s, VESI has established trading relationships with other marketers, LDC’s and pipelines which have yielded discounted firm transportation via capacity release programs. 

Scheduling

VESI will do all necessary pipeline and LDC scheduling, dispatching and nominating required to deliver natural gas and to ensure that VESI customers have full advantage of any upstream pipeline discounts.  VESI will schedule and monitor daily, all flowing gas on upstream pipelines. VESI shall have full responsibility for arranging transportation to the city gate on a daily basis within the balancing and banking tolerances permitted by the various gas companies.  All expenses, fees, fines, or costs associated with imbalances on both the interstate transmission system and the local gas companies shall be paid by VESI.

Customized Customer Reports

In conjunction with the performance review meetings with customers, various reports will be prepared for customers use.  These reports can include: cost savings as compared to published Index and/or LDC’s rates, consumption history, price projections for budgeting, etc.

Invoicing

VESI will provide a monthly invoice to each customer in a timely fashion, with a usage breakdown by account.  Detailed information will be supplied regarding natural gas supplied and the appropriate cost of those supplies as per the natural gas sales agreement with each customer.  VESI will reconcile volumetric consumption and transportation charges with the applicable utility delivery statements.  VESI will provide savings analysis on a monthly basis to each GTS customer.

Pricing

VESI will present various pricing options for potential VESI customers. Practical consideration (such as base load expectations, peak day usage, availability of spot gas, and transportation alternatives) and commercial factors (alternative fuels, winter price spikes, tariff costs, long term gas market trends, etc.) will impact the pricing selection.

Price options VESI can provide now or in the future for customers are:

1)  Fixed price for an established term

2)  Fixed price with periodic adjustments tied to market tracking mechanism

3)  “Cost Plus” methodology

4)  NYMEX related pricing

5)  Indexed pricing

6)  Combinations of the above

The primary objectives of the VESI is to provide reliable, cost effective natural gas supplies and services, to insure that customers receive direct benefits from all transport discounts including capacity release utilization.  VESI to become a supply partner and to work with customers to achieve savings, supply security, and competitive portfolio pricing that meets the customer’s needs and expectations.  VESI desires to be long-term energy partner with each and every customer.  

Electricity Products and Energy Services

(1)
UtilityAccounts.com  - Energy Accounting

VESI can offer Utility Accounts/Utility Bill Payables Processing – Utility bills (Gas and Electric) are received, processed and paid out of an escrow account funded by customer.  Funds are wire transferred to this account by the client on a monthly basis or bi-weekly basis.  Reporting can be provided manually, electronically or via a protected web site, www.utilityaccounts.com.  Please visit website for DEMO.

All invoices are scanned and available for review via the Internet.  The goals of the utility bill payables and processing program are to verify the integrity of charges, process invoices in a timely fashion, gather information and store that in a convenient fashion.

Typical reports (available on-line for each account) include Cost Allocation, Energy Usage, Budget Variance, and Savings Reports.  The goals of on-line reporting are to provide participating customers with access to their raw utility data, access to many standardized reports and allow for interactive generation of custom reports.

VESI will collect natural gas and electric consumption/usage data to establish an energy database to identify potential gas transportation and electric wheeling prospects.  Data will also be used to target potential customers for Energy Services Products.

(2)
Internet Metering (IMR)

VESI also provides Internet Meter Reading (IMR) Services.  Designed specifically to help you meet the challenges of a new deregulated and competitive environment.  IMR was created for deregulation – an age where information means power and opportunity.  Armed with the right information at the right time, you have the power to compete.

VESI provides remote metering (wireless and internet applications) for tenant sub-metering and re-billing services for landlords, developers and for internal plant cost allocations. This includes meters, meter maintenance, meter reading and customer invoicing.  Please visit website www.iTelemetry.net.

(3)
Distributed Generation (DG) 



Competitive retail electric market has increased the interest in new technologies.  VESI has partnered with Energy Co-Opportunity (made up of over 300 electric coops nationwide) and is recognized as an industry leader in DG.  VESI/Energy Co-Opportunity (EC)) can offer a wide variety of Distributed Generation Products. Please visit ECO’s website, www.e-coop.org.

Turn-key microturbine installation and service contracts are now available in Ohio through this partnership.

Electricity Products and Energy Services Con’t

· Microturbines to Mid-Size Gas Turbines.  Small turbines to generate electricity or provide peak-shaving.  They can run on a variety of fuels, including natural gas, propane and fuel oil.  Sizes range from 25 KW to 100 KW.

· Reciprocating Engines

· Fuel Cells. Run on Hydrogen, which can be extracted from natural gas or propane (not commercially available). Visit website at www.hpower.com

DG opportunities have a wide range of customers and applications.

· CHP Combine Heat & Power (co-generation)
- Backup and Emergency Power

· Digester Gas




- Hybrid Solutions

· Landfill gas

· Peak Shaving

VESI is very interested in purchasing local production into Dominion East Ohio Gas, Columbia Gas of Ohio and Columbia Gas Transmission.  If you have any questions or need additional information please do not hesitate to call me at 614-856-3128 Ext. 224.  My e-mail is rcurnutte@veenergy.com.

Sincerely,

Richard A. Curnutte Sr.

Volunteer Energy Services, Inc.

