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DIRECT TESTIMONY
OF
JAMES T. POLLARD

I. INTRODUCTION AND QUALIFICATIONS

Please state your name and business address.
My name is James T. Pollard. My business address is Florida Power

Corporation, 3201 34th Street South, St. Petersburg, Florida 33733,

By whom are you employed, and in what capacity?

I am employed by Florida Power Corporation ("FPC") as Director of
Information Services. 1 am also Vice President of two wholly owned
subsidiaries of FPC, Power Energy Services Corporation ("PESCORP*) and
Power Interstate Energy Services Corporation ("PIESCORP”).

Please describe your educational background.
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I received a B.S. degree in Business Finance from the University of Utah in
1972. 1 am currently enrolled in the Executive MBA Program at the
University of South Florida.

Please describe your employment history and experience.

From October, 1968, to May, 1973, I was employed as Programmer Analyst
by Mountain Fuel Supply Company, a natural gas company located in Salt
Lake City, Utah From May, 1973, to October, 1976, I served the State of
Wyoming as State Administrator, Data Services. In October, 1976, I returned

to Mountain Fuel Supply Company as Director of Data Processing.

In July, 1979, I took a leave of absence from Mountain Fuel Gas Supply
Company to join Pollard Transportation, Inc, an emergy services
transportation company, of which I was co-owner with my father. When that
company was sold in August, 1980, I returned to Mountain Fuel Supply
Company as General Manger of Retail Operation. In this position I
supervised 500 employees and had responsibility for sales, advertising,
customer services, conservaiion programs, public relation, legislative relations
and customer accounting. I was a member of the senior management team
of the company and reported directly to the Chief Executive Officer. I

participated in strategic planning, budgeting and performance analysis.

Docket No, 920807-GP
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In November, 1984, I joined the Southern California Gas Company in Los
Angeles, California, as Vice President of Information Systems. Southern
California Gas Company is the largest natural gas distribution utility in the
United States, with over 4.5 million customers and annual revenues in excess

of $3 billion.

In November, 1987, I moved from Southern California Gas Company to its
parent Company, Pacific Enterprises, where 1 served as Vice President of
Information Systems. Pacific Enterprises is a diversified company with annual

revenues of approximately $6 billion, and over 40,000 employees.

In August, 1988, I rerurned to Southern California Gas Company as Senior
Vice President with responsibility for customer services, division operations,
public affairs and national affairs. I reported to the Chief Executive Officer
and supervised four Vice Presidents who reported to me. I participated as a
member of the senior management team in all aspects of management and
direction of the business and operations of Southern California Gas Company
including strategic planning, budgeting, financial and operational performance
analysis, and personnel development.

1 left Southern California Gas Company to join FPC in September, 1990. As

Director of Information Services 1 report to the Senior Vice President and

Docket No. 920807-GP
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Chief Financial Officer and supervise a department of 270 employees and 90

full time contractors and have an annual budget to $52 million.

During 1991 and 1992, I was a member FPC's Natural Gas Task Force, which
was charged with implementing FPC's natural gas strategy, as described in the
prepared direct testimony of Mr, Stephen Watsey As member of the task
force, I participated in the evaluation of the various alternatives available to
FPC for natural gas transportation services, and in the recommendation of the
task force to thie management of FPC to contract for transportation service

on the SunShine and SITCO Pipelines.

What are your responsibilities as Vice President of PESCORP and
PIESCORP?

FPC formed PESCORP and PIESCORP in February, 1993, to hold an equity
position in the SunShine Pipeline and the SunShine Interstate ("SITCO")
Pipeline, respectively. As Vice President, I participate in the management of
their investments in these two natural gas pipelines, and serve as a member
of the management committees of SunShine Pipeline Partners and SunShine

Interstate Pipeline Partners, the general partnerships that own these two pipelines.

Have you ever testified before this or any other governmental agency?

Docket No. 920807-GP
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Q.

I have not previously testified before this agency. However, I have testified
before the Public Service Commissions of Utah, Colorado, Wyoming and
California. I have also testified before the legislatures of Utah, Wyoming and
California, the United States House of Representatives, and the United States
Senate, Finally, I have testified before the United States Departments of

Labor, Justice, and the Interstate Commerce Commission.

On whose behalf are you testifying in this proceeding?

I am testifying on behalf of FPC, which will be a shipper on the SunShine

Pipeline and the SITCO Pipeline.

1. SUMMARY AND PURPOSE

What is the purpose of your testimony?

I will describe how and why FPC determined to contract for firm
transportation service for its gas supplies over the SunShine Pipeline, and why
FPC supports SunShine Pipeline's application for a Certificate of Need in this
proceeding.

Please summarize your testimony.

Docket No. 920807-GP
James T. Pollard 5
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As Mr. Watsey explains in his testimony, in 1991 FPC determined (i) to fuel
its future generation capacity with natural gas, and (ii) that the existence of
pipeline-to-pipeline competition would provide FPC the best opportunity to
obtain gas transportation at the lowest reasonable cost, and on the best terms
and conditions. FPC then proceeded to engage in negotiations with potential
providers of transportation service in the competitive atmosphere created by
FPC's willingness to commit its gas transportation requirements as the anchor
load for a second pipeline 1o serve Florida. FPC was able to negotiate an
agreement for its gas transportation requirements on the SunShine Pipeline
that provided a total bundle of rates, terms and conditions of service superior

to the offerings of alternative transporters.

These activities have culminated in a gas transportation arrangement that
provides superior present and long-term benefits for FPC's ratepayers.
Further, the competitive atmosphere created by the potential existence of a
second Florida pipeline has resulted in benefits to otber shippers on the
SunShine pipeline and shippers on the proposed Phase I expansion of the
Florida Gas Transmission Company ("FGT") system and their customers. The
pipelinie-to-pipeline competition that will result from the existence of two
major natural gas pipelines serving Florida markets will provide long-term

benefits to FPC's ratepayers and all Florida gas consumers.

Docket No. 920807-GP
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How Is the remainder of your testimony organized?

My testimony contains three additional sections. Section I describes FPC's
precedent agreements for transportation service on the SunShine Pipeline and
theSH'COPipeline,andwhyFPCchoselheSunShinoPipelimmer
alternative gas transportation arrangements. Section IV describes the benefits
to FPC and its ratcpayers, and the benefits to other Florida gas shippers and
their customers that have resulted from the competitive atmosphere created

by the entry cf the SunShine Pipeline into the marketplace. Section '

contains a brief summary and conclusion.

III. FPC'S PRECEDENT AGREEMENTS FOR TRANSPORTATION

SERVICE ON THE SUNSHINE PIPELINE

L

What are FPC's requirements for gas transportation service?

The Florida Public Service Commission ("FPSC") has issued a Certificate of
Need (Order 25805, February 21, 1992) for two 235-MW natural gas-fired
generating units that FPC will construct in Polk County to meet the growing
needs of its customers (Docket No. 910759-EI). These units will each require
firm transportation service for 45,000 MMBtus of gas per day, beginning in
August, 1998 and August, 1999, respectively. The anticipated gas usage for
FPC's Anclote units, when they are converted to burn gas, is an annual

average of 128,000 MMBtus per day.

Docket No. 920807-GP
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Has FPC entered into a contract for its gas transportation service
requirements?

Yes. In February, 1993, FPC executed a precedent agreement with ANR for
transportation service on the SunShine Pipeline. A copy of this agreement is
attached to my testimony as Exhibit __ {(JTP-1). In order to secure
transportation service upstream of SunShine, to access a wide variety of
sources of supply, FPC entered into a related precedent agreement with ANR
for service on its proposed SunShine Interstate Pipeline ("SITCO"). A copy
of this precedent agreement is attached to my testimony as Exhibit ___(JTP-
2). Subsequently, these two precedent agreements were superseded by
precedent agreements with ANR dated April 8, 1993, for similar
transportation service on the SunShine Pipeline and the SITCO Pipeline;
copies of these precedent agreements are attached to my testimony as

Exhibits __ and ___ (JTP-3 and JTP-4), respectively.

What are the principal features of FPC's precedent agreement with the
SunShine Pipeline for transportation service?

FPC has obtained the right to firm transportation service for the quantities of
gas it will need for its Anclote Plant and its Polk County units, when such
service will be needed. The transportation service for Anclote includes a
component of flexible firm capacity for the Anclote load. The rate for FPC's

firm service is "capped" at a level that helps protect the economics of using

Docket No. 920807-GP
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gas as a generation fuel for the full twenty-five (25) years of the initial term
of the service agreement. The conditions precedent to FPC's obligations, and
those to the obligations of the SunShine Pipeline, provide FPC reasonable
assurance that, should the project prove infeasible, FPC can obtain alternate
transportation service by the time it will be required. FPCs firm capacity
rights can be used to access multiple delivery points, and can be assigned to
other shippers when not required by FPC. FPC also has the right to cause the

expansion of the SunShine Pipeline to meet FPC's future gas supply needs.

What role did the availability of these terms of transportation service play in
FPC's choice to commit to the SunShine Pipeline?

A very significant role. FPC was able to obtain rights with respect to its
transportation capacity that provide substantial assurance that FPC's gas
supply needs will be met for twenty-five (25) years, and longer should FPC
choose. At the same time, FPC has sufficient flexibility with respect to how
it can make use of its transportation capacity to assure the economy and
efficiency of that capacity. When the benefits afforded by these terms of
service were added to the extremely competitive rate for the service offered
by the SunShine Pipeline, the choice as among competing transporters was
clear. No other gas transporter offered a total package of transportation

service, flexibility, rates and other features that were as good as the terms of

Docket No. 920807-GP
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the precedent agreements FPC signed with the SunShine and SITCO

Z Pipelines.
3
4 Q. How did FPC determine to contract for its gas transportation service with
5 ANR and the SunShine and SITCO Pipelines?
6 A The natural gas task force reviewed and anc'yzed the proposals for
7 transportation service submitted by FGT, ANR and United. This analysis
8 revealed that the combination of rates and terms and conditions of service
9 offered by ANR on the SunShine and SITCO Pipelines was better for FPC
10 and its ratepayers that the offerings of eitaer FGT or United. The
11 SunShine/SITCO offering was competitive with the other two offerings on the
12 basis of rates alone. The additional flexibility of levels of service (and related
13 obligations to pay reservation charges) and opportunitics for expanded
14 capacity rights in the future, as well as the long-term benefits of pipeline-to-
15 pipeline competition that could only be achieved if FPC provided the‘ anchor
16 load for a second pipeline, made the ANR offering superior.
17
18 Q.  Was there any other factor that affected FPC's choice of the SunShine and
19 SITCO Pipelines to provide its gas transportation requirements?
20 A. Yes, there were two additional significant factors. The first is the fact that
21 SunShine will be an intrastate pipeline, exempt from regulation by the Federa!
Docket No. 920807-GP
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Energy Regulatory Commission ("FERC") under Section 1(c) of the Natural
Gas Act, the so-called "Hinshaw Exemption.”

Why was this a significant factor?

FPC strongly believes that FPSC regulation will take account of the interests
of Florida gas consumers, such as FPC (and its customers), which would not
always be the case if FPC's gas transporter was completely subject to FERC
regulation. Tne FERC must take into account the interests of a2 much wider
range of gas consumers all over the United States. In the past this has often
precluded careful consideration of the needs and interests of a single state or

region,

You mentioned two additional factors; what was the second factor?

FPC was able to obtain a “most favored nation” provision in its precedent
agreements with ANR, which was not offered by FGT. As the anchor load
for the new SunShine and SITCO Pipelines, FPC knew it would have to
commit to a transportation arrangement before any other shipper. This
provision enables FPC to obtain for its ratcpayers the benefits of any better

terms other shippers are able to negotiate with ANR.

This provision has already operated to the benefit of FPC's ratepayers. The

precedent agreements between ANR and Peoples Gas Company (“Peoples”)

Docket No. 920807-GP
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for transportation service on the SunShine and SITCO Pipelines contained
provisions for seasonal flexibility for some of the capacity. This provision suits
Peoples' demand profile and provides the opportunity to use capacity during
the summer months that was not used in the winter months, but for which
reservation charges were paid, thus avoiding paying reservation charges for
unused capacity. Under the most favored nation clause, ANR was required
to and did make similar arrangements available to FPC, allowing FPC to

better tailor its Anclote capacity rights to the usage profile of that facility.

Did FPC's Natural Gas Task Force take any oiher steps in the process that
led to the determination to recommend that FPC contract for service on the
SunShine and SITCO Pipelines?

Yes, we did. We engaged a pipeline engineering consultant, John J. Hibbs &
Associates, to provide a technical evaluation of the design and cost estimates
of ANR, United, and FGT. The resulting analysis confirmed the design
proposal and cost estimates of the SunShine Pipeline, although Hibbs
concluded that the cost estimate was conservative, i.e. that the estimate was
quite possibly overstated. Hibbs also confirmed the design and cost estimates
for the FGT Phase ITI project, but concluded that the capital cost of that
project had probably been underestimated, so that actual construction cost

would probably be higher.

Docket No. 920807-GP
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Q.

PRESENT AND LONG TERM BENEFITS OF COMPETITION

Did pipeline-to-pipeline competition have any impact on the terms and
conditions that FPC obtained with respect to its transportation service on the
SunShine Pipeline?

Yes, it clearly did. The terms of service, including rates, initially offered FPC
by the SunShine Pipeline were very good. These terms improved significantly
in the face of offers of transportation service to FPC by United SunCoast
Pipeline, and by Florida Gas Transmission Company ("FGT") for its Phase I
expansion. In the case of offers of service by FGT, they improved
progressively during 1992 from the terms FGT initially offered for Phase III
transportation service. I believe that shippers on FGT's Phase III obtained
better terms than they would have had FGT not faced competition from the
SunShine Pipeline. I also believe that, as in the case of FPC, other shippers
on the SunShine Pipeline have obtained or will obtain better terms for their
transportation service than would have been the case without competition

from FGT.

Were these benefits realized only by FPC?
Obviously this is not the case. FGT has significantly improved the rates and
terms and conditions of services it offered to shippers on its proposed Phase

11 project between the time those shippers initially executed precedent

Docket No. 920807-GP
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and/or service agreements and the time FGT entered into a settlement with
shippers who had committed t0 Phase IIT (August, 1992), as evidenced by the
record in FERC Docket No. GP92-182-000. It is clear that the existence of
the competitive atmosphere created by both the SunCoast and SunShine
Pipeline projects was responsible, in substantial part, for the benefits realized
by the Phase III shippers, even after their initial commitment to the Phase III
project. Those shippers were able 10 leverage whatever opportunities they
had to cancel their Phase Il commitments into better rates and terms of
service becausc there were competitive alternative projects to which they

could have turned.

Have all of the benefits of pipeline to pipeline competition already been
realized by Florida shippers and their customers?

No, there will be long-term benefits as well, The market for natural gas in
Florida is expected to continue to grow. FPC and other shippers will need
additional transportation service, which will cause the negotiation of new
transportation contracts, and probably result in the renegotiation oi their
existing agreements. The existence of two competing pipelines, which by then
will undoubtedly be interconnected at several locations, will permit shippers
to have competing proposals to service these requirements. Florida will no

longer be the only mejor gas market essentially served by only one major

Docket No. 920807-GP
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pipeline, and the benefits of competition will flow to the people of Florida for

many years 1o come.

SUMMARY AND CONCLUSION

Please summarize your testimony.

By 1999, FPC will need 218,000 MMBrus per day of gas transportation
capacity to meet its fuel requirements for its Anclote Plant and its two Polk
County generating units. FPC has used this transportation load to provide the
foundation for the construction of a second, co.1petitive pipeline to serve its
requirements as well as other present and future Florida natural gas demands.
In the competitive atmosphere created by the existence of the
SunShine/SITCO Pipelines as a realistic alternative to further expansion of
the FGT pipeline system, FPC was able to enter into contracts for
transportation service at the lowest reasonable cost and with superior

conditions of service. This package of transportation services was available

only from the SunShine Pipeline.

Just as importantly, FPC was able to introduce long-term competitive forces
into the gas pipeline business that will continue to provide benefits to its
ratepayers and other gas consumers in Florida. Other shippers and potential

shippers on the SunShine Pipeline have obtained and will obtain rates and

Docket No. 920807-GP
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terms of service that are better than those they could have obtained in the
absence of pipeline-to-pipeline competition. We recommend that the FPSC
promptly issue a Certificate of Need for the SunShine Pipeline.

©

Does this conclude your testimony?

A Yes, it does.

Docket No. 920507-GP
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PRECEDENT AGREEMENT

This Precedent Agreement ("Agreement"), made this-{gafhay of
febrvary 1993, by and between FLORIDA POWER CORPORATION, a
Florida corporation ("Shipper"), and ANR SOUTHERN PIPELINE COMPANY,
a Delaware corporation ("ANR_Southern") (hereinafter Shipper and
ANR Southern are sometimes referred to individually as "Partv" or

collectively as the "Partjes").
WITNESSETH:

WHEREAS, ANR Southern intends to design, construct, own and
operate a natural gas pipeline and appurtenant facilities :(the

"Florida Facilities") for the transportation of natural gas within
the State of Florida, which Florida Facilities shall extend from

the terminus of a proposed interstate natural gas pipeline and
appurtenant facilities in Florida (the "ANR Southern Interstate

Facilitjes") also to be constructed and owned by ANR Southern to

various locations within the State of Florida;

WHEREAS, ANR Southern plans to provide natural gas
transportation service through the Florida Facilities wholly within
the State of Florida, sﬁbjoct to the provisions of Florida law
governing natural gas pipelines and the rules and regulations of
any agencies of the government of the State of Florida

(collectively, the "Florida Statutes”) as a "Hinshaw" pipeline
exempt from the regulatory jurisdiction of the Federal Energy

Regulatory Commission or successor agency (FERC") pursuant to
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the quantity of gas Contemplated by Section S.a. (i)

of this Agreement on a firm daily basis;

b. Transportation of an additional MDQ of 45,000
MMBtus ("Shij ’ i ")
to Shipper’s first power generation unit to be
constructed at its Polk County site, commencing on
the later of August 1, 1998 or the date the Florida
Facilities and any required facilities upstream of
the Florida Facilities are capable of such

transportation on a firm basis; and

Ce Transportation of an additional MDQ of 45,000
MMBtus ("Shimwmnn_aqumm_mu ")
to Shipper’s second power generation unit to be
constructed at its Polk County site, commencing on
the later of August 1, 1999 or the date the Florida
Facilities and any required facilities upstream of
the Florida Facilities are capable of providing

such transportation on a firm basis.

All of the increments of FT Service set out in subsections a.,
b. and c. of this Section 1 shall be provided: (i) pursuant to the
terms and provisions of this Agreement and (ii) pursuant to a
service agreement substantially in the form attached hereto as
Exhibit A (the "Service Agreement”). There shall be added to the
MDQ for each increment of Shipper’s FT Service additional capacity
sufficient to transport additional quantities of gas required by

ANR Southern as fuel and for lost and unaccounted for gas related
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Section 1(c) (the "Hinshaw Exemption") of the Natural Gas Act

("NGA"] :

WHEREAS, Shipper desires to receive firm transportation
service ("ET Service") on and across the Florida Facilities, which
firm transportation service shall be rendered in accordance with
the terms and conditions of the Service Agreement (defined below),
and the gas tariff for the Florida Facilities (the "Florida Gas
Tariff") on file with the Florida Public Service Commission or
Successor agency ("FPSC™") in substantially the same form and

substance as the Pro Forma Tariff attached hereio as Exhibit A.

NOW THEREFORE, in consideration of the mutual covenants and

agreements contained herein, Shipper and ANR Southern agree as

follows:

1. Firm Service oObligation. Subject to the terms and

conditions of this Agreement and to such terms and conditions as
may be or become applicable to ANR Southern’s transportation
service pursuant to the Florida Statutes, ANR Southern hereby

agrees to provide to Shipper FT Service through the Florida
Facilities as follows: °

a. Transportation of a maximum daily quantity ("MDQ")
of 120,000 MMBtus ("Shipper‘s Anclote Gas Supply"),
to Shipper’s Anclote Plant located in Pasco County,
Florida, commencing on the date the Florida
Facilities and any required facilities upstream of

the Florida Facilities are capable of transporting
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to each such increment of FT Service. Shipper’s FT Service shall
be from the point of receipt of Shipper’s Anclote Gas Supply, First
Polk County Gas Supply and Second Polk County Gas Supply into the

Florida Facilities to the points of delivery, which point of

receipt and points of delivery are specified in Exhibit B attached
hereto, provided, that Shipper shal: have the right, in its sole
discretion, to nominate all or any portion of the aggregate of the
MDQs set out in subsections a., b. and c. of this Section 1 for
delivery at any point cr points of delivery specified in Exhibit B
pursuant to the nomination procedures applicable to the FT Service
in ANR Southern’s Florida gas tariff; and provided further, that
any nominated quantity above Shipper’s firm MDQ (plus gas used for
fuel and lost and unaccounted for gas) applicable to the nominated
delivery point shall not have priority of service over any firm
service for other shippers at such delivery point but will have
priority over interruptible transportation service at that delivery
point. ANR Southern shall deliver Shipper’s First Polk County Gas
Supply and Second Polk County Gas Supply to the applicable delivery
point at a pressure of not less than 400 psi. ANR Southern shall,
upon request by Shipper, deliver to Shipper’s delivery points a
minimum of eighty-five percent (85%) of Shipper’s MDQ during any
fourteen (14) consecutive hour period during any twenty-four (24)
hour period; provided, ‘howovor, that such fourteen (14) hour
periods on consecutive days will be separated by not less than ten
(10) hours. ANR Southern’s obligation to provide such fourteen
(14) hour service is subject to receipt of sufficient gas supplies
for Shipper’s account, and to force majeure or other capacity
curtailments in accord with ANR Southern’s Florida gas tariff.
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2. Rates. For purposes of this Agreement, the following

terms shall have the meanings set forth below:

"Contract Year" shall mean each twelve (12) month period
beginning on the date described in Section 1.a. or any

anniversary date thereof.

"Currently Effective Rate Per MMBtu" shall mean for each

of the ANR Southern Interstate Facilities and the Florida
Facilities, the rate applicable to FT Service for

Shipper, from time to time.

"GNP Price Deflator" shall mean the GNP implicit price

deflator computed and published by the United States
Department of Commerce, Bureau of Economic Analysis in
the "Survey of Current Business" or suéh successor index
as the United States Department of Commerce or successor
agency or department shall develop as a replacement

index.

"Rate" or "Rates" (whether the initial letter is
capitalized or not) shall mean the unit rates directly
attributable ts any transportation service provided by
ANR Southern to Shipper under this Agreement, and shall
not include fuel, lost and unaccounted for gas, the
Regulatory Assessment Fee ("RAF") paid to the State of
Florida or other generally applicable surcharges required

to be charged and collected.
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Subject to the terms and conditions of this Agreement and the

Service Agreement, and to such terms and conditions as may be or

become applicable to ANR Southern‘’s rates Pursuant to the Florida

Statutes, ANR Southern shall provide the FT Service, and Shipper

shall pay for the FT Service as follows:

Subject to Section 2.b. and Section 2.c., Shipper
shall pay an initial rate for the FT Service
expressed herein as a unit rate of not more than
52.5 ¢ per MMBtu, which shall be initially adjusted
to reflect actual final costs of constructing the
Florida Facilities and which may be subsequently
adjusted from time to time pursuant to the Service
Agreement or the applicable ratemaking procldufes

set forth in the Florida Statutes.

Shipper shall not be required to pay any amount
attributable to the rates set forth in 2.a. for the
FT Service in excess of the maximum applicable rate
provided for in ANR Southern’s rate schedule
applicable to the FT Service included in ANR
Southern’s Florida gas tariff, as that rate may be

on file from time to time with the FPSC.

Shipper shall not be required to pay an amount for
both FT Service on the Florida Facilities and firm
transportation service through the ANR Southern
Interstate Facilities for transportation of

Shipper’s gas supplies to the delivery points on



FPSC Docket No. 920807-GP
Exhibit No. ,  WTP-1D

the Florida Facilities in excess of the amounts set
out in or calculated according to the following
Provisions of this Section 2.c. (the "Aggregate
Rate Cap"). The Aggregate Rate Cap for the first
Contract Year, expressed herein as a unit rate,
shall be not more than 71.8 ¢ per MMBtu. For each

subsequent Contract Year the Aggregate Rate Cap

shall be recalculated by:

(i) multiplying the Aggregate Rate Cap for the
prior Contract Year by forty-five

percent (45%);

(ii) subtracting the product of Section 2.c. (1)

from the Aggregate Rate Cap for the prior

Contract Year:;

(iii) multiplying the product of Section 2.c. (i)
by the lesser of (x) a fraction the
numerator of which is the GNP Price
Deflator for the calendar quarter
ipmediately preceding such Contract Year
ar;d the denominator of which is the GNP
Price Deflator for the corresponding
calendar quarter of the immediately

preceding Contract Year, or (y) 1.04; and
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(iv) adding the product derived pursuant tg
Section 2.c. (iii) and the remainder

derived pursuant to Section 2.C.(11) .

Notwithstanding the foregoing calculations, ANR
Southern agrees that during the first twenty (20)
years of the Initial Term, the Aggregate Rate Cap
shall never exceed 84.0 ¢ per MMBtu. If at any time
during the term of the Service Agreement the sum of
the Currently Effective Rates Per MMBtu for
transportation on the Florida Facilities and the
rates currently applicable to Shipper’s FT Service
through the ANR Southern Interstate Facilities
(hereinafter the "Aggregate Rate") exceeds the
Aggregate Rate Cap (the difference between the
Aggregate Rate and the Aggregate Rate Cap being
hereinafter referred to as the "Excess Rate"), then
the Aggregate Rate shall be reduced by an amount

equal to the Excess Rate.

In addition to the rate provided for under Section
2.a. above, Shipper will compensate ANR Southern
for the th paid to the State of Florida and any
other charges applicable to Shipper under the then
effective rate schedule applicable to the IT
Service, plus the actual amounts of natural gas
used for fuel and lost and unaccounted for gas:
provided, however, that in no event shall Shipper

be required to provide compensation for fuel and
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lost and unaccounted for gas applicable to the ANR
Southern Interstate Facilities and the Florida
Facilities, in the aggregate, in an amount in
excess of one and one-half percent (1.5%) of
Shipper’s MDQs at the delivery points specified in
Exhibit B. However, in the event the Florida
Facilities or the ANR Southern Interstate
Facilities are expanded in the future such that it
results in greater fuel usage than the combined
1.5% rcap but combined lower rates, then the 1.5%
fuel cap will be permitted an upward adjustment to
actual usage so long as the overall impact is to
keep the combined cost (rate plus fuel) less than
or equal to the combined cost prior to sysieu

expansion.

Subject to the limitations in this Section 2., the
Service Agreement shall provide that ANR Southern
shall have the unilateral right to file for changes
in its maximum rates or any other provisions in its
Florida gas tariff including, but not limited to,
provisions relating to compensation for fuel and
lost and .unaccountnd for gas applicable to the
service hereunder, and that such changes shall be
effective and applicable, subject to refund as
determined by the FPSC, as the case may be, after
the required notice or at the end of any suspension
period ordered by FPSC and such maximum rates plus

any provision for fuel and lost and unaccounted for
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gas shall be effective under the Service Agreement.
Notwithstanding the foregoing, Shipper shall have
the right to intervene and protest any such rate
filing by ANR Southern with respect to changes in
ANR Southern’s maximum rates, terms and conditions

of service or any other provision in its currently

effective gas tariff.

3. Terms of Service. Subject to the terms and conditions of
this Agreement and to such terms and conditions as may be or become
applicable to ANR Southern’s transportation service pursuant to the
Florida statutes, ANR Southern agrees to provide the FT Service on
the terms and conditions substantially similar to those set forth

in the Service Agreement and the Pro Forma tariff attached hereto

as Exhibit A.

4. Execution of Service Adreement. Concurrently with the

fulfillment or waiver of all of the Conditions Precedent set forth
below in Section 5, ANR Southern and Shipper shall execute and
deliver the Service Agreement, to be effective as of the dates
described in Sections 1 and 9. Shipper shall become liable for
payment of reservation charges with respect to each increment of
service under the Sorvfc- Agreement on the dates described in
Section 1 above, except that with respect to the increments of
service described in Sections 1lb. and 1l.c. above, in the event
Shipper is unable to obtain the regulatory or environmental
authorizations necessary to proceed with the construction of either
or both of Shipper’s proposed first and second power generation
units at Shipper’s Polk County site by the earlier of October 1,

10
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1995 or fifteen (15) days pPrior to the scheduled vote of ANR
Southern’s Board of Directors on either (i) construction of the
Florida Facilities or (ii) acceptance of the term sheet with
respect to financing construction of the Florida Facilities,
Shipper shall not be liable for the payment of reservation charges
for FT Service for either or both of such increments of service, as
the case may be, and ANR Southern and Shipper shall have the

respective obligations set forth in Section 6.c. hereof.

5. Conditions Precedent.

a. The obligation of ANR Southern to provide FT
Service to Shipper in accordance with the terms of
this Agreement and the Service Agreement is subject
to the fulfillment, or waiver by ANR Southern, of

each of the following conditions:

(1) On or before May 1 , 1993, ANR Southern
shall have received executed precedent
agreements in which shippers agree, on the
initial in-service date of the Florida
Facilities, to pay for firm transportation
service through the Florida Facilities
under service agreements having a maximum
daily quantity, in the aggregate, equal to

at least 219,00 MMBtus;

(ii) On or before February 1, 1995, ANR Southern
shall have been issued and shall have

11
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accepted all regulatory authorizations and
approvals required under the Florida
Statutes and all other nNecessary regulatory
authorizations and approvals from federal,
state, local and/or municipal agencies to
construct, own and operate the Florida
Facilities and offer the transportation
service consistent with the terms of this
Agreement, and all such authorizations and
approvals shall have become final and

subject to no furthe. appeal; and

On or before October 1, 1995, the ANR
Southern Board of Directors shall have
voted to construct the Florida Facilities
in accordance with ;pplicable voting
procedures, and ANR Southern shall have
accepted a term sheet with respect to, and
obtained a commitment for, the financing of
the construction of the Florida Facilities
in such amount and on such terms and
conditions as are acceptable to ANR

Southern.

The obligation of Shipper to accept and pay for the

FT Service in accordance with the terms of this

Agreement and the Service Agreement is subject to

the fulfillment, or waiver by Shipper, of the

following conditions:

12
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On or before May 1, 1993, ANR Southern
shall have received executed precedent
agreements in which shippers agree, on the
initial in service date of the Florida
Facilities, to pay for firm transportation
service through the Florida Facilities
under service agreements having an
aggregate maximum daily quantity of at
least 219,000 MMBtus ; and

On or before May 1, 1993 ANR Southern shall
have filed an application for authority to
construct and operate the Florida
Facilities in accordance with the Florida
Statutes; and

On or before February 1, 1995, ANR Southern
shall have been issued and shall have
accepted all regulatory authorizations and
approvals required under the Florida
Statues to construct, own and operate the
Florida Facilities and offer the
transportation service consistent with the
t,rms of this Agreement, except those
authorizations and approvals normally
obtained after the FPSC authorizations and
approvals have been issued and accepted,

and all such authorizations and approvals

shall have become final and subject to no

further appeal.

13
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If any of the Conditions Precedent in Section 5.5.. as

may be extended by Section 5.d., have not been fulfilled
or waived by Shipper (the "Outstanding Conditions")
thirty (30) days before the date upon which ANR
Southern’s Board of Directors is scheduled to vote on
either (i) construction of the Florida Facilities, or
(ii) acceptance of the term sheet with respect to
financing construction of the Florida Facilities, ANR
Southern’s Board of Directors shall provide Shipper
written notice at such time stating the date that ANR
Southern’s Board of Directors vote is scheduled to be
taken. At least fifteen (15) days prior to the scheduled
vote of ANR Southern’s Board of Directors, Shipper shall
be required to exercise, in writing, its right fo
terminate this Agreement or waive its right to terminate
this Agreement with respect to any OQutstanding
Conditions. 1In the event that Shipper chooses not to
waive its Outstanding Conditions and elects to terminate
this Agreement, this Agreement shall terminate five (5)
business days after ANR Southern receives the notice,
unless the Outstanding Conditions have been satisfied or
have been waived by Shipper in writing during such five
(5) day ptriod:

With respect to the dates in the Conditions Precedent set
forth in Section 5.a.(ii) and Section 5.b.(iii), the
Parties contemplate that ANR Southern shall have been
issued and accepted all of the regulatory and

environmental authorizations and approvals required from

14
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the FPSC to construct, own and Operate the Florida
Facilities and offer the transportation service

consistent with the terms of this Agreement (the

"Requlatory Authorizations"), and the Parties further

contemplate that the Regulatory Authorizations shall have
become final and no longer subject to appeal as of the
dates set forth in Section S5.a.(ii) and section 5.b.
(iii). ANR Southern agrees to provide Shipper a true
copy of each and every Requlatory Authorization received
by it with full particulars as to the date of its
issuance and any material pProcedural dates with respect
thereto, as promptly as practicable after its receipt by
ANR Southern, but in no event later than three (3)
business days thereafter. The Parties acknowledge and
agree that the Regulatory Authorizations, as issued by
the applicable regulatory authorities, may not be
acceptable to ANR Southern and Shipper, or either ANR
Southern or Shipper, or may be judicially challenged by
third parties by rehearing petition before the FPSC, or
by court appeal ("Third-Party Challenge”). ANR Southern
further agrees to provide Shipper with notice of all such
Third Party | Challenges, if any, including such
particulars as the date of filing and any material
procedural dates with respect thereto as promptly as
practicable after receipt of such notice by ANR Southern,
but in no event less than three (3) business days

thereafter.

15
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If the Regulatory Authorizations contain material terms
or conditions unacceptable tc the Parties, or are subject
to unacceptable risks associated with a Third Party
Challenge that may have a material adverse effect on
either Party, each Party shall advise the other Party of
any objections to such material terms and conditions of
the Regulatory Authorizations, or such unacceptable risks
associated with any Third-party Challenge that may have
a material adverse effect on either Party (collectively,
the "Objections®), in writing, as soon as practicable but
in no event later than fifteen (15) days after receipt by
ANR Southern of the Regulatory Authorizations or notice
of any Third-Party Challenge, as the case may be;
provided that in all events Shipper shall have at least
three (3) business days from the date it receives a copy
of such Regulatory Authorizations or notice of
Third-Party Challenges to advise ANR Southern of any
Objections thereto. Each Party shall waive its rights
under Section 5.a.(ii) and Section 5.b.(iii), as
applicable, save and except for any reserved Objections;
provided, howaver, no waiver shall be required until all
Regulatory Authorizations have been issued by FPSC or the
time for Third-Party Challenge has expired.

If ANR Southern has not accepted the Regulatory
Authorizations, or ANR Southern has accepted the
Regulatory Authorizations and there are reserved
Objections, prior to the dates set forth in Section

S.a.(ii) and Section 5.b.(iii), the dates specified in

16
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Section S5.a.(ii) and 5.b.(iii) shall be extended for a

period of thirty (30) days, or such longer pericd as the

Parties may agree in writing (the "Requlatory Extension

Period"), to resolve any reserved Objecticn to the
satisfaction of the Party raising such Objection, or
until such time as the Party raising such Objection
waives its reserved Objection. After the Regulatory
Extension Period, if a reserved Objection has not been
fulfilled or waived by the Party raising such Objection,
such Party may elect to terminate this Agreement by
giving written notice to the other Party. 1In the event
that a Party chooses not to waive its reserved Objections
and elects to terminate this Agreement, this Agreement
shall terminate five (5) business days after such oth?r
Party receives the notice, unless the reserved Objection
has been fulfilled or has been waived by the Party
raising the Objection in writing during such five (5) day
period. In no event shall the extension of time provided
in Section 5.d. result in the dates specified in Section
5.a.(ii) and section 5.b.(iii) being later than April 15,
1995, and the extension of time provided in Section 5.d.
is subject, in all respects, to the rights of ANR
Southern to require that Shipper make an election as

provided for in Section 5.c.
Covenan*s of the Parties.

a. Upon the execution of this Agreement by the

Parties, ANR Southern agrees that:

17
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ANR Southern shall exert commercially
reasonable efforts to obtain financing for
the construction and operation of the

Florida Facilities;

With respect to the Florida Facilities, ANR
Southern shall make applications for all
necessary authorizations and approvals to
construct and operate the Florida
Facilities, including, without limitation,
all authorizations and approvals required
under the Florida Statutes and shall
prosecute such applications with all

reasonable diligence;

ANR Southern shall exert commercially
reasonable efforts to obtain all necessary
authorizations and approvals required under
the Florida Statutes for a Florida gas
tariff consistent in all material respects
with Exhibit A, that authorizes ANR
Southern to provide to Shipper the FT
s;rvico at the rates set out in Section 2
above, or such other mutually acceptable
rates, and providing for the assignment of
firm capacity held by Shipper on the
Florida Facilities to third parties as set
forth in Exhibit A;

18
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In the event that ANR Southern enters into
a precedent agreement or service agreement
to provide comparable service to similarly
situated shippers for ultimate consumption
of natural gas within the State of Florida
through the Florida Facilities prior to the
initial in service date of the Florida
Facilities, on terms more favorable (in the
reasonable judgment of ANR Southern to be
exercised in good faith) than the initial
rates and material terms and conditions of
service applicable to Shipper provided for
in this Agreement and the Service Agreement
(the "Third Party Service"), ANR Southern
shall promptly so notify Shipper, including
in such notice an abstract of the initial
rates and material terms and conditions of
service applicable to Shipper related to
the Third Party Service; provided, however,
this provision shall in no way require ANR
Southern to breach any confidentiality
p;ovision in any other precedent agreement.
Shipper shall have the right, exercisable
by notice to ANR Southern within thirty
(30) days of receipt of ANR Southern’s
notice of such terms, to require that this
Agreement and the Service Agreement be
amended to include the initial rate and all

material terms and conditions of service

19
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applicable to Shipper in the respective
contract related to the Third Party
Service. Such amendment shall continue to
be effective for a term coextensive with
such Third Party Service. Except as
specifically amended pursuant to this
Section, the terms and conditions of this
Precedent Agreement and the Service
Agreement shall remain in effect, and in
the event that the term of such amendment
expires prior to the term of the FT Service
pursuant to this Precedent Agreement and
the Service Agreement, after the expiration
of such amendment, all of the terms and
provisions of this Precedent Agreement and
the Service Agreement shall be effective
for the remaining term of the FT Service.
Shipper shall not be entitled to select
less than the initial rate and all of the
material terms and conditions of service
applicable to Shipper contained in the
abstract. The rights of Shipper under this
S‘Etion 6.a.(iv) shall become effective, if
and only to the extent that, such other
precedent agreement or service agreement
provides for comparable service to
similarly situated shippers. In the event
that the Third Party Service does not

commence, for whatever reason, the rate,

20
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terms and conditions of this Precedent
Agreement and the Service Agreement

originally agreed to by the Parties shall

apply to the FT Service; and

(v) ANR Southern shall provide two (2) years
prior written notice to Shipper as to the
expected in-service date of that portion of
the Florida Facilities that will transport
Shipper’s Anclote Gas Supply and will
provide Shipper quarterly written progress
reports, after the date of such notice,
concerning the status of construction of

such portion of the Florida Facilities.

Upon the execution of this Agreement by the Parties,
Shipper agrees that Shipper shall affirmatively support
all governmental and regulatory authorizations and
approvals sought by ANR Southern under the Florida
Statutes for the construction and operation of the
Florida Facilities required to transport Shipper’s
Anclote Gas Supply, First Polk County Gas Supply and
Second Polk COuﬁty Gas Supply, and shall take all actions
consistent with Shipper’s interests to assist ANR
Southern in securing such governmental and regulatory

authorizations.

Upon the execution of this Agreement by the Parties, ANR

Southern and Shipper agree that under the circumstances
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described in the second sentence of Section 4. hereof,

the following provisions shall apply:

(1)

In the event shipper is unable to obtain
the regulatory or environmental
authorizations necessary to proceed with
the construction of Chipper’s first and
second power generation units at its Polk
County site, Shipper shall offer to ANR
Southern the right to contract for FT
Service at the rate then applicable under
Section 2 hereof for the natural gas supply
for all of the gas fired electric power
generation units to be constructed -by
Shipper in Shipper’s service area, up to an
aggregate MDQ of 90,060 MMBtus. In the
event Shipper obtains the necessary
regulatory and environmental authorizations
for one but not both of such first and
second power generation units, Shipper
shall offer to ANR Southern the right to
contract for FT Service at the rate then
aﬁplicahln under Section 2 hereof for an
aggregate MDQ of up to 45,000 MMBtus. As
applicable, the MDQs of 90,000 MMBtus or
45,000 MMBtus described in the immediately
preceding sentences of this Section 6.c.

shall hereinafter be referred to as the

"Replacement Gas Supply". Each offer by

22
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Shipper shall be made in writing and shall
describe in reasonable detail the location
of the proposed electric power generation
unit or units, the MDQ of FT Service
required and any other information

pertinent to the nature and extent of such

service.

Within thirty (30) days after receipt by
ANR Southern of any offer by Shipper to
contract for FT Se-vice for all or a
portion of the Replacement Gas Supply, ANR
Southern shall determine, in the exercise
of its good faith judgement, whether
providing Shipper FT Service for the MDQ of
Replacement Gas Supply over the term
offered by Shipper and pursuant to the
terms and provisions of this Agreement or
upon some other terms and conditions will
provide economic benefits to ANR Southern,
which are reasonably sufficient to ANR
S§uthern in the exercise of its good faith

judgment, and shall so notify Shipper.

If ANR Southern determines that contracting
with Shipper to provide FT Service for the
offered Replacement Gas Supply on the terms
and provisions of this Agreement or some

other terms and conditions will provide
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economic benefits to ANR Southern, which
are reasonably sufficient to ANR Southern
in its sole discretion, ANR Southern shall
notify Shipper in writing as to the
specific terms and conditions under which
it is willing to provide the FT Service
required by Shipper and the Parties shall
negotiate in good faith with respect to a
service agreement for the FT Service, but
neither Party shall be required to enter
into a contract for such FT Service except
upon mutually agreeable terns and

conditions.

(iv) Shipper shall be obligated to continue to
offer to contract with ANR Southern to
provide FT Service pursuant to Section
6.c.(i)-(iii) above until the Parties have
entered into service agreements covering
MDQs of gas at least equal to the
applicable Replacement Gas Supply, after
which the obligations of the Parties under
tﬁil Section 6.c. shall be deemed fully
satisfied.

7. Expansion of the Florida Facilities. ANR Southern and

Shipper agree as follows with respect to the future expansion of
the Florida Pacilities:
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In the event that Shipper shall require. firm
transportation service in addition to the FT
Service provided for in Section 1. above (the
"Additjonal FT Service") for an additional supply
Oor supplies of natural gas to fuel Shipper’s future
gas requirements, Shipper shall, with respect to
MDQs of Additional FT Service up to an aggregate
MDQ of 300,000 MMBtus (inclusive of the MDQs of FT
Service provided for under Sections 1. and 6.c.
hereof) and Shipper may, wi*h respect to any MDQs
of Additional FT Service in excess of an aggregate
MDQ of 300,000 MMBtus, tender a written offer to
ANR Southern to contract for such Additional "FT
Service (including the amount of Additional FT
Service required and supporting information in
reasonable detail). If ANR Souiﬁern accepts such
offer, ANR Southern shall provide such Additional
FT Service pursuant to its then effective tariff,
rate schedule or Service Agreement, as applicable.
ANR Southern shall notify Shipper as to whether or
not it accepts such offer to provide the Additional
FT Service described in Shipper’s offer within
thirty (30) days after receipt of such offer.

If ANR Southern determines that the Florida
Facilities do not have the capacity to provide the
Additional FT Service for which Shipper has offered
to contract with ANR Southern, as promptly as

practicable, ANR Southern shall determine the cost
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of expanding the Florida Facilities in order to
Provide capacity (the "Additional Facilities") for
the Additional FT Service and the rates applicable
to Service over the Additional Facilities and
provide such information to Shipper together with
ANR Southern’s decision as to whether or not ANR
Southern will construct and operate the Additional

Facilities and provide the Additional FT Service.

If ANR Southern is willing to construct and operate
the Additional Facilities and provide to Shipper
the Additional FT Service, Shipper shall have sixty
(60) days from the date of its receipt of
notification of such fact by ANR Southern to
commence negotiations for a formal agreement with

respect to such Additional FT Service.

If ANR Southern is not willing to construct and
operate the Additional Facilities and provide the
Additional FT Service to Shipper, or if the Parties
are unable to agree upon the terms and provisions
of a service agreement with respect to such
Additionai FT Service, Shipper may elect, within
sixty (60) days of receipt of notification of ANR
Southern’s unwillingness to construct the
Additional Facilities or of the Shipper’s notice tc
ANR Southern of the termination of negotiations for
a service agreement, (i) to pay the cost of

constructing the Additional Facilities (which shall
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be owned by Shipper but operated and maintained by
ANR Southern or its nominee pursuant to a mutually
acceptable operation and maintenance agreement) or
(i1) agree to pay the otherwise applicable rate
Plus the incremental rate designed to recover all
Ccosts associated with the Additional Facilities.
If Shipper exercises such election so that
Additional Facilities are constructed, ANR Southern
shall negotiate with Shipper in good faith for
formal agreements with respect to FT Service over
such Additional Facilities and the incremental rate
for such FT Service, or the operation and
maintenance of such Additional Facilities and the
incremental rate and for such FT Service, as the
case may be; provided, however, in the event the
Parties are unable to agree upon the terms of
service applicable to the construction of the
Additional Facilities by ANR Southern, Shipper
shall have the right to proceed under the
provisions of the clause (i) of the first sentence

of this Section 7.d.

ANR Southern and Shipper agree to cooperate with
and assist one another for the purpose of obtaining
any governmental and regulatory authorizations and
approvals for the construction, operation and
maintenance of the Additional Facilities and the
use thereof for the purpose of providing Shipper
with the Additional FT Service.
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8. Lb sportation Service. Concurrent with
the execution of a service Agreement for the FT Service, ANR
Southern and Shipper shall execute and deliver an interruptible
transportation service agreement for up to 210,000 MMBtu per day in
a form mutually agreed upon by the Parties. The interruptible
transportation service agreement between ANR Southern and Shipper
shall provide that at any time interruptible trausportation service
is available on the Florida Facilities, Shipper shall be entitled
to, and ANR Southern shall offer, a proportionate share of the
interruptible transportation capacity available as expressed by a
fraction, the numerator of which is Shipper’s MDQ as provided in
its Service Agreement and the denominator of which is the aggregate
firm MDQs for all FT Service over the Florida Facilities. Shipper
shall advise ANR Southern whether or not it intends to receive all
or any portion of such interruptible transportation service
offered. If, and only if, ANR Southern fails to offer such
interruptible capacity to Shipper as provided in this Section 8,
and such interruptible capacity is used to provide interruptible
transportation service to similarly situated shippers through the
Florida Facilities for ultimate consumption of gas within the State
of Florida, and Shipper does not have actual or constructive
knowledge of the availability of interruptible transportation
capacity, then ANR SOuthn;n'a transportation charge to Shipper for
firm service rendered pursuant to this Agreement during the period
such interruptible transportation capacity was not made available
to Shipper shall be equal to the lowest weighted average
transportation ratu inclhding rates for interruptible service paid
by such similarly situated shipper multiplied by Shipper’s MDQ as

provided in this Agreement.
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In the event that ANR Southern enters into a precedent
agreement or service agreement to provide Comparable interruptible
transportation service to similarly situated shippers for ultimate
consumption of natural gas within the State of Florida, at rates
more favorable than the rates offered to Shipper by ANR Southern
pursuant to the preceding paragraph, such ratcs shall be offered to
Shipper with respect to the volumes and term of service set forth
in such precedent agreement or service agreement, as applicable,
with such similarly situated shipper. Shipper shall not be
entitled to such rate unless Shipper transports the natural gas for

its ultimate consumption within the State of Florida.

9. Effective Date, Initial Term and Termination. This

Agreement shall become effective when executed by both ANR Southern
and Shipper, and shall remain in effect for an initial term of
twenty five (25) years from the date that FT Service for Shipper’s
Anclote Gas Supply commences (the "Initial Term®), and from year to
year thereafter unless either Party gives notice of termination to
the other Party at least one (1) year prior to the expiration of
the Initial Term or any anniversary date thereof, subject however

to the earlier termination as hereinafter provided.

a. In the event that any of the conditions set forth
in Section S5.b. of this Agreement have not been
fulfilled or waived by the required date as may be
uodified by Section 5.c., then Shipper may
terminate this Agreement by giving written notice
to ANR Southern not later than five (5) business

days after the nonoccurrence of such condition by
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the required date, and this Agreement shall
terminate upon the expiration of sixty (60) days
from the receipt of such notice, unless within such
period such condition has been fulfilled or has

been waived by Shipper in writing.

b. In the event that the conditions set forth in
Sections 5.a.(i) or sSection 5.a.(iii) of this
Agreement have not been fulfilled or waived by the
required date, then ANR Southern may terminate this
Agreement by giving written notice to Shipper not
later than five (5) business days after the
non-occurrence of any such condition by .the
required date, and this Agreement shall t-rnindtc
upon the expiration of sixty (60) days from the
receipt of such notice, unless within such period
such condition has been fulfilled or has been
waived by ANR Southern in writing.

C. In the event that the conditions set forth in
Section S5.a. (ii) or Section 5.b. (iii) of this
Agreement have not been fulfilled or waived by the
required date, as may be modified by Section S.c.
or Section 5.d., as applicable, then ANR Southern
or Shipper, as the case may be, may terminate this

Agreement pursuant to Section 5.d.

10. Assignment. This Agreement shall be binding upon ANR

Southern, Shipper and their successors and assigns; provided,
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however, neither Party shall assign this Agreement or any rights or
obligations hereunder without first obtaining the written consent
of the other Party (which consent shall not be unreasonzbly
withheld or delayed) and any regulatory authorizations reasonably
deemed necessary by ANR Southern, unless such assignment is to an
Affiliate of such Party desiring to make assignment; provided,
however, any assignment by Shipper to an Affiliate of Shipper shall
not relieve Shipper of any obligations, 1liabilities and
responsibilities under this Agreement. Nothing contained herein
shall prevent either Party from pledging, mortgaging or assigning
its rights as security for its indebtedness and either Party may
assign to the pledgee or mortgagee (or to a trustee for a holder of
such indebtedness) any monies due or to become due under any
Service Agreements. For purposes of this Agreement, the term
"Affiliate" shall mean when used with respect to an entity, any
other entity (i) which directly or indirectly (through one or more
intermediaries) controls, or is controlled by, or is under common
control with, such first mentioned person or entity or (ii) which
beneficially owns, holds or controls fifty percent (50%) or more of
the interest of such first mentioned entity. The term "control"®
means the possession, either directly or indirectly, of the power
to direct or cause the direction of the management policies of an
entity, whether through éwnorahip of stock, as general partner, by

contract or credit arrangement or otherwise.

11. Modification or Wajver. No modification or waiver of the
terms and provisions of this Agreement shall be made except by the

execution by the Parties of a written amendment to this Agreement.

31




FPSC Docket No. 920807-GP
Exhibit No. . WTP-D

-

12. Notices. All notices, requests, demands, instructions

and other communications required or Permitted to be given
hereunder shall be in writing and shall be delivered personally or

mailed by certified mail, postage prepaid and return receipt
requested or by telex or telecopier, as follows:

If to ANR Southern:

ANR Southern Pipeline Company

Coastal Tower

Nine Greenway Plaza

Houston, Texas 77046

Attention: Mr. E. J. Burgin

Telephone No. (713) 877-3388
Facsimile No. (713) 877-3714

If to Shipper:
Florida Power Corporation
P.O. Box 14042

St. Petersburg, Florida 33733

Attention: Mr. Stephen Watsey, C.P.M.
Telephone No. (813) 866-4382
Facsimile No. (813) 866-4941

or to such other place within the United States of America as
either Party may designate as to itself by written notice to the
other. All notices given by personal delivery or mail shall be
effective on the date of actual receipt at the appropriate address.
Notice given by telex or telecopier shall be effective upon actual
receipt if received during recipient’s normal business hours or at
the beginning of the n;ﬁt business day after receipt if received

after the recipient’s normal business hours.

13. Limitation of Liability. Shipper agrees that any

liability relating to and any and all claims against ANR Southern
shall be limited to the assets of ANR Southern, and Shipper waives

its rights to proceed against any of ANR Southern’s Affiliates.
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Execution of this Agreement does not bind any Affiliate of ANR
Southern or require any Affiliate to undertake any obligation in
connection with this Agreement. Shipper and ANR Southern agree that
neither party shall be liable to the other for incidental,

consequential or indirect damages under this Agreement, whether

arising in contract, tort or otherwise.

14. No Third Party Rights or Obligations. This Agreement

shall not create any rights in third parties, and no provision
hereof shall be construed as creating any obligations for the
benefit of, or rights in favor of, any person or entity other than

ANR Southern and Shipper.

15, Survival. All of the terms and provisions of this
Agreement shall survive the execution by the Parties of a Service
Agreement, except those terms and provisions hereof that are
inconsistent with the terms and provisions of such Service

Agreement.

16. Governing Law. THE CONSTRUCTION, INTERPRETATION, AND
ENFORCEMENT OF THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE
STATE OF FLORIDA, EXCLUDING ANY CONFLICT OF LAW RULE WHICH WOULD
REFER ANY MATTER TO THE LAWS OF A JURISDICTION OTHER THAN THE STATE
OF FLORIDA.

17. Coun*erpart Execution. This Agreement may be executed by
the Parties in any number of counterparts, each of which shall be

deemed an original instrument, but all of which shall constitute

but one and the same agreement.
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18. Partial Invaljditv. Except as otherwise expressly stated

herein, in the event any provision contained in this Agreement

shall for any reason be held invalid, illegal or unenforceable by
a court or regulatory agency of competent jurisdiction by reason of
a statutory change or enactment, such invalidity, illegality or

unenforceability shall not affect the remaininqg provisions of this

Agreement.

19. confidentiality. Except as provided hereinbelow, neither
ANR Southern nor Shipper, nor their respective Affiliates,

directors, officers, and employees, advisors and representatives
shall disclose to any third party the terms and conditions of this
Agreement, including the information and agreements set forth on
the Exhibits, without the other Party’s written consent to such
disclosure. This provision shall not apply to such disclosures
that, in the opinion of ANR Southern’s or Shipper’s counsel, as the
case may be, are required by state or federal laws, rules or
regulations (in which case, the Party making such disclosure shall
advise the other Party prior to disclosure and, if requested by the
other Party, shall use every effort to maintain the confidentiality
of this Agreement, including, without limitation, seeking a
protective order). The disclosure of any information pertaining to
this Agreement within ~ANR Southern’s or Shipper’s internal
organization (including Affiliates) and within the organization of
any third party to which disclosure is authorized by ANR Southern
or Shipper shall he limited to such personnel whose duties require
their review or counsel with respect to this Agreement and the
Party making such disclosure shall instruct such personnel to
maintain the confidentiality of this Agreement.
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20. Regulatory status. The Parties hereby acknowledge that

this Agreement contemplates, in all respects, that the Florida

Facilities will be constructed, operated and regulated as an
intrastate pipeline exempt from the regulatory jurisdiction of FERC
pursuant to the Hinshaw Exemption. In the event that ANR Southern
should, for any reason, lose, become ineligible or otherwise fail
to qualify for the Hinshaw Exemption, then ANK Southern and Shipper
nevertheless agree to (i) remain bound by the terms and conditions
of this Agreement, and (ii) negotiate in good faith any revisions
to this Agreement made necessary by ANR Southern’s change in

regulatory status.

IN WITNESS WHEREOF, the Parties have caused this Agreement to
be duly executed in multiple originals by their duly authorized

officers as of the date first written above.

/450

FLORIDA POWER CORPORATION

By:
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Copies Available Upon Request

Exhibit "A"

PRO FORMA
GAS TARIFF
ORIGINAL VOLIME NO. 1
OF
SUNSHINE PIPELINE COMPANY
FILED WITH
FLORIDA PUBLIC SERVICE COMMISSION

CMMINICATIONS CONCERNING TARIFF
SHOULD EBE ADDRESSED TO:

PRESIDENT,
Sunshine Pipeline Company*
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PRECEDENT AGREEMENT

This precedent Agreement (" greement"), made this fngday of
A foa7y 1993, by and between FLORIDA POWER CORPORATION, a
Florida corporation ("Shipper") and ANR SOUTHERN PIPELINE COMPANY,
a Delaware corporation (ANR Southern") (hereinafter shipper and ANR

Southern are sometimes referred to individually as a "Partv" or

collectively as the "Parties").

WITNESSET H:

WHEREAS, ANR Southern intends to design, construct, own and
operate a natural gas pipeline (the "ANR Southern Interstate
Facilities") that extends from a point in the vicinity of Mobile
Bay to an interconnection in the state of Florida with the proposed
intrastate facilities which ANR Southern intends to construct, own

and operate within the state of Florida;

WHEREAS, ANR Southern plans to design, construct, own, and
operate a natural gas pipeline and appurtenant facilities (the "
Florida Facjilities”) for the transportation of natural gas within
the state of Florida, which Florida Facilities shall extend from
the interconnection witﬁ\tho ANR Southern Interstate Facilities in

Florida to various locations within the state of Florida; and

WHEREAS, Shipper desires to receive firm transportation
service (the "FT Service”) on and across the ANR Southern

Interstate Facilities pursuant to the terms of the Service

Agreement (defined below) and a Federal Energy Regulatory

Commission or successor agency ("FERC") Gas Tariff to be filed with
7 |
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FERC in substantially the same form and substance as the Pro Forma

Tariff attached hereto as Exhibit A.

NOW THEREFORE, in consideration of the mutual covenants and

agreements contained herein, shipper and ANR Southern agree as

follows:

1. FEirm Service obligatijon. Subject to the terms and

conditions of this Agreement, and terms and conditions which may be
imposed by the FERC, ANR Southern hereby agrees to provide to
Shipper FT service through the ANR Southern Interstate Facilities

as follows:

a. Transportation of a maximum daily quantity ('Hﬁq')
of 120,000 MMBtus ("shipper‘’s Anclote Gas Supply")
for delivery to the Florida Facilities for ultimate
delivery to Shipper’s Anclote Plant located in
Pasco County, Florida, commencing on the date the
ANR Southern Interstate Facilities and any required
upstream and downstream facilities are capable of
providing such transportation on a firm daily
basis;

b. Transportation of an additional MDQ of 45,000
MMBtus ("Shippers’s First Polk County Gas Supply”)
for delivery to the Florida Pacilities for ultimate
delivery to shipper’s first power generation unit
to be constructed at its Polk County site,
commencing on the {ate: of August 1, 1998 or the

2
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date the ANR Southern Interstate Facilities and any
Upstream and downstream facilities are capable of

Providing such transportation on a firm basis; and

C. Transportation of an additional MDQ of 45,000
MMBtus ("sninpszia_ﬁgsgnn_zglk_snnnxx_GAl_snnnlz')
for delivery to the Florida Facilities for ultimate
delivery to Shipper’s second pover generation unit
to Le constructed at its Polk County site,
commencing on the later of August 1, 1999 or the
date the ANR Southern Interstate Facilities and any
required upstream and downstream facilities are
capable of providing such transportation on a firm

basis.

All of the increments of FT Service set out in subsections a.,
b. and c. of this Section 1 shall be provided: (i) pursuant to the
terms and provisions of this Agreement and (ii) pursuant co a
service agreement substantially in the form of the service
agreement contained in Exhibit "A" (the "Service Agreement”). All
of the FT Service shall be from the points of receipt on the ANR
Southern Interstate Facilities to the interconnection with the
Florida Facilities, whiéh Points of receipt and point of delivery
are specified in Exhibit "B" attached hereto. Upon the request of
Shipper pursuant to the nomination procedures applicable to FT
Service in the then effective FERC Gas Tariff of ANR Southern, ANR
Southern shall deliver to the Florida Facilities a minimum of
eighty-five percent (85%) of shippers’s MDQ during any fourteen

(14) consecutive hour period during any twenty-four (24) hour
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period; provided, however, that such fourteen (14) hour periods on
consecutive days will be separated by not less than ten (10) hours.
ANR Southern’s obligation to provide such fourteen (14) hour
service is subject to receipt of sufficient gas supplies for
Shipper’s account, and to force majeure or other capacity

curtailments in accord with ANR Southern’s FERC Gas Tariff.

2. Rates. For purposes of this Agreement, the following

terms shall have the meanings set forth below:

"Contract Year® shall mean each twelve (12) month period
beginning on the date described in Section l.a. or any

anniversary date thereof.

"Currently Effective Rate Per MMBtu" shall mean for each

of ANR Southern Interstate Paciliti‘i and the Florida
Facilities, the rate applicable to FT service for
Shipper, from time to time.

"GNP Price Deflator” shall mean the GNP implicit price
deflator computed and published by the United states

Department of Commerce, Bureau of Economic Analysis in
the "Survey of Current Business"”, or such successor index
as the United States Department of Commerce Or SUCCesSsor

agency or department shall develop as a replacement
index.

"Rate"” or Rates” (whether the initial letter is
capitalized or not) shall mean the unit rates directly

4
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attributable to any transportation service provided by

ANR Southern to Shipper under this Agreement, and shal]l

not include fuel, lost and unaccounted for gas, Annual

Charge Adjustment ("ACA"), Gas Research Institute ("GRI")

or other generally applicable surcharges required to be

charged and collected.

Subject to the terms and conditions of this Agreemant and the

Service Agreement, and to such terms and conditions which may be

imposed by the FERC, ANR Southern shall provide the FT Service, and

Shipper shall pay for the FT Service, as follows:

a.

Subject to Section 2.b. and Section 2.c., Shipper
shall pay an initial rate for the FT Service
expressed herein as a unit rate of not more than
14.8 ¢ per MMBtu, which shall be initially adjusted
to reflect actual final costs of constructing the
ANR Southern Interstate Facilities and which may be
subsequently adjusted from time to time pursuant to
FERC ratemaking procedures.

Shipp.rxshall not be required to pay any amount
attributable to the rates for the FT Service in
excess of the maximum applicable effective rate
provided for in ANR Southern’s rate schedule
applicable to the FT Service included in ANR
Southern’s FERC Gas Tariff, as that rate may be on
file from time to time.
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Shipper shall not be required to pay an amount for
both FT Service on the ANR Southern Interstate
Facilities and firm transportation service through
the Florida Facilities (sometimes hereinafter
individually or collectively referred to as the
"pipeline" or "pipelines") for transportation of
Shipper’s gas supplies to the delivery points on
the Florida Facilities in excess of the amounts set
out ‘n or calculated according to the following
provisions of this Section 2.c. (the "Aggregate
Rate Cap"). The Aggregate rate Cap for the first
Contract Year, expressed herein as a unit rate,
shall be not more than 71.8 ¢ per MMBtu. For each
subsequent Contract Year the Aggregate Rate Cap
shall be defined as and shall be recalculated by:

(i) multiplying the Aggregate Rate Cap for the
prior Contract Year by forty-five percent
(45%);

(1i) subtracting the product of Section 2.c.(1)
from the Aggregate Rate Cap for the prior
cant;:nct Year;

(iii) wultiplying the product of section 2.c.(i) by
the lesser of (x) a fraction the numerator of
which is the GNP Price Deflator for the
calendar quarter immediately preceding such
Contract Year and the denominator of which is
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the GNP Price Deflator for the corresponding
calendar quarter of the immediately preceding

Contract Year, or (y) 1.04; and

(iv) adding the product derived pursuant to Section
2.c.(iii) and the remainder derived pursuant

to section 2.c.(ii).

Notwilhstanding the foregoing calculations, ANR
Southern agrees that during the first twenty (20)
years of the Initial Term, che Aggregate Rate Cap
shall never exceed 84.0 ¢ per MMBtu. If at any time
during the term of the Service Agreement the sum of
the Currently Effective Rates per MMBtu applicabl; to
the ANR Southern Interstate Facilities and the rates
currently applicable to Shippcr‘s.PT Service through
the Florida Facilities (hereinafter the "Aggregate
Rate") exceeds the Aggregate Rate Cap (the diffarence
between the Aggregate Rate and the Aggregate Rate Cap
being hereinafter referred to as the "Excess Rata"),
then the Aggregate Rate shall be reduced by an amount
equal to the Excess Rate.

In addition to the rate provided for under Section
2.a. above, Shipper will compensate ANR Southern for
any other charges applicable to Shipper under the then
effective rate schedule applicable to the FT Service
Plus the actual amounts of natural gas used for fuel

and lost and unaccounted for gas: provided, however,
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that i1n no event shall Shipper be required to provide

compensation for fuel and lost and Unaccounted for gas
applicable to the ANR Southern Interstate Facilities
and the Florida Facilities, in the aggregate, in an
amount in excess of one and one-half percent (1.5%) of
Shipper’s MDQs at the delivery points specified in
Exhibit B. However, in the event the Florida
Facilities or the ANR Southern Interstate Facilities
are expanded in the future such that it results in
greater fuel usage than the combined 1.5% cap but
combined lower rates, then the¢ 1.5% fuel cap will be
permitted an upward adjustment to actual usage so long
as the overall impact is to keep the combined cost
(rate plus fuel) less than or equal to the combined

cost prior to system expansion.

Subject to the limitations in this Section 2., ANR
Southern shall have the unilateral right to file for
changes in its maximum rates or any other provisions
in its FERC Gas Tariff and the Service Agreement
including, but not limited to, provisions relating to
compensation for fuel and lost and unaccounted for gas
applicabl.xto the service hereunder, and that such
changes shall be effective and applicable, subject to
refund as determined by the FERC, after the required
notice or at the end of any suspension period ordered
by the FERC, and such maximum rates plus any provision
for fuel and lost and unaccounted for gas shall be

effective under the Service Agreement.
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Notwithstandinq the foregoing, shipper shall have the
right to intervene and protest any such rate filing by
ANR Southern with respect to changes in ANR Southern’s
maximum rates, terms and conditions of service or any

other provision in its currently effective gas tariff.

3. Terms of Service. Subject to the terms and conditions of

this Agreement, ANR Southern agrees to provide the FT Service on
substantially the same terms and conditions as those set forth in
the Service Agreement and the Pro Forma FERC Gas Tariff attached

hereto as Exhibit A.

4. Execution of Service Agreement. Concurrently with the

fulfillment or waiver of all of the Conditions Precedent set forth
below in Section 5, ANR Southern and Shipper shall execute and
deliver the Service Agreement, to be effective as of the dates
described in Section 1 above. Shipper shall become liable for
payment of reservation charges with respect to each increment of
service under the Service Agreement on the dates described in
Section 1. above, except that with respect to the increments of
service described in Sections 1b. and l.c. above, in the event
Shipper is unable to ‘Obtain the regulatory or environmental
authorizations nncollaty‘to»proc-ld with the construction of either
or both of Shipper’s proposed first and second power generation
units at Shipper’s Polk County site by the earlier of August 31,
1994 or fifteen (15) days prior to the scheduled vote of ANR
Southern’s Board of Directors on either (i) construction of the ANR
Southern Interstate Pacilities or (1i) acceptance of the term sheet

with respect to financing construction of the ANR Southern
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Interstate Facilities, Shipper shall not be liable for the payment

of reservation charges for FT Service for either or both of such

increments of service, as the case may be, and ANR Southern and

shipper shall have the respective obligations set forth in Section

6.c. hereof.

5. Conditions Precedent.

a. The obligation of ANR Southern to provide FT Service

to Shipper in accordance with the terms of this

Agreement and the Service Agreement is subject to the

fulfillment, or waiver by ANR Southern, of each of the

following conditions:

(1)

(11)

On or before May 1, 1993, ANR Southern shall
have received executed precedent agreements in
which shippers agree, on the initial
in-service date of the ANR Southern Interstate
Facilities, to pay for firm transportation
service through the ANR Southern Interstate
Facilities under service agreements having a
maximum daily quantity, in the aggregate,
oqu‘l to at least 324,500 MMBtus;

On or before October 1, 1995, all of the
Conditions Precedent in section 5 of the
Precedent Agreement by and between Shipper and
ANR Southern for transportation on the Florida

10
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Facilities shall have been fulfilled or waived
by the appropriate party;

On or before March 1, 1995, ANR Southern shall
have been issued and shall have accepted all
regulatory authorizations and approvals
required by the FERC and all other necessary
authorizations and approvals from federal,
state, local, and/er municipal agencies, to
construct, own and operate the ANR Southern
Interstate Facilities and provide Shipper FT
service consistent wi-h the terms of this
Agreement, except those authorizations and
approvals normally obtained after the FERC
authorizations and approvals have been issued
and accepted, and all such authorizations and
approvals shall have become final and subject

to no further appeal; and

On or before October 1, 1995, the Board of
Directors of ANR Southern shall have voted to
construct the ANR Southern Interstate
Facilities and perform the services
conf-nplatcd by this Agreement, and ANR
Southern shall have accepted a term sheet with
respect to, and have obtained a commitment for
the financing of, the construction of the ANR
Southern Interstate Facilities in such amount
and on such terms and conditions as are

acceptable to ANR Southern.

11
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b. The obligation of Shipper to accept and pay for the FT
Service in accordance with the terms of this Agreement
and the Service Agreement is subject to the
fulfillment, or waiver by shipper, of the following
conditions:

(1) Each of the Conditions Precedent in Section 5
of the Precedent Agreement by and between
shipper and ANR Southern for transportation on
the Florida Facilities shall have been
fulfilled or waived by the appropriate party
by the respective da:es set out in said

Section 5; and

(ii) On or before May 1, 1993, ANR Southern shall
have filed with the FERC an application for
authority to construct and operate the ANR
Southern Interstate Facilities and to provide
Shipper FT Service under the terms of this

Agreement and the Service Agreement;

(iii) On or before March 1, 1995, ANR Southern shall
have been issued and shall have accepted all
r-gﬁlatory authorizations and approvals
required by the FERC to construct, own and
operate the ANR Southern Interstate Facilities
and offer the transportation servica
consistent with the terms of this Agreement,

and all such authorizations and approvals

12
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shall have become fina)l and subject to no
further appeal.

(iv) On or before May 1, 1993, ANR Southern shall
have received executed Precedent agreements in
which shippers agree, on the initial
in-service date of the ANR Southern Interstate
Facilities, to pay for firm transportation
service through the ANR Southern Interstate
Facilities under service agreements having a
maximum daily quantity, in the aggregate,

equal to at least 324,500 MMBtus;

If any of the Conditions Precedent set out or
incorporated by reference in Section 5.b., as may be
extended by Section 5.d., have not been fulfilled or
waived by Shipper (the "Qutstanding cConditions")
thirty (30) days before the date upon which ANR
Southern’s Board of Directors is scheduled to approve
(1) construction of the ANR Southern Interstate
Facilities, or (ii) acceptance of the term sheet with
respect to financing construction of the ANR Southern
Intarltatn‘ Facilities, ANR Southern’s Board of
Directors shall Provide Shipper written notice at such
time stating the date that ANR Southern’s Board of
Directors vote is scheduled to be taken. At least
fifteen (15) days prior to such vote of ANR Southern’s
Board of Directors, Shipper shall be required to
exercise, in writing, its right to terminate this

Agreement or waive its right to terminate this

13
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Agreement with respect to any Outstanding Conditions.
In the event that Shipper chooses not to waive its
Outstanding Conditions and elects to terminate this
Agreement, this Agreement shall terminate five (5)
business days after ANR Southern receives the notice,
unless the Outstanding Conditions have been satisfied
or have been waived by Shipper in writing during such

five (5) day period.

With respect to the dates in the Conditions Precedent
set forth in Section S.a.(iii) and Section 5.b. (iii),
the Parties contemplate that ANR Southern shall have
been issued and accepted all of the regulatory and
environmental authorizations and approvals required
from the FERC to construct, own and operate the ANR
Southern Interstate Facilities and offer the
transportation service consistent with the terms of
this Agreement (the "Regulatory Authorizations®), and
the Parties further contemplate that the Regulatory
Authorizations shall have become final and no longer
subject to appeal as of the dates set forth in Section
s.a.(iiij.gnd Section 5.b.(iii). ANR Southern agrees
to provid-~shipp¢r a true copy of each and every
Regulatory Authorization received by it with full
particulars as to the date of its issuance and any
material procedural dates with respect thereto as
promptly as practicable after its receipt by ANR
Southern, but in no event later than three (3)
business days thereafter. The Parties acknowledge and

14
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agree that the Regulatory Authorizations may not be

acceptable to ANR Southern and Shipper, or either ANR

Southern or Shipper, or may be judicially challenged
by third parties by rehearing before the FERC or by
court appeal ("Ihird-Party challenge"). ANR Southern
further agrees to provide Shipper with notice of all
such Third Party Challenges, if any, including suzh
particulars as the date of filing and any material
Procedivral dates with respect thereto as promptly as
Practicable after receipt of such notice by ANR
Southern, but in no event less than three (3) business

days thereafter.

If the Regulatory Authorizations contain any terms or
conditions unacceptable to the Parties, or are subject
to unacceptable risks associated with a Third-Party
Challenge that may have a material adverse effect on
either Party, each Party shall advise the other Party
of any objections to the terms and conditions of the
Regulatory Authorizations, or any unacceptable risks
associated with any Third-Party Challenge that may
have a material adverse effect on either Party
(collcctiviiy, the "Objections”), in writing, as soon
as practicable, but in no event later than fifteen
(15) days after receipt by ANR Southern of the
Regulatory Authorizations or notice of any Third-Party
Challenges, as the case may be; provided that in all
events Shipper shall have at least three (3) business

days from the date it receives a copy of such

15
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Regulatory Authorizations or notice of Third
Party-Challenges to advise ANR Southern of any
Objections thereto Shipper and ANR Southern shall
waive their rights under Section 5.a. (iii) and Section
S.b.(ii), save and except any reserved Objections;
provided, however, no waiver shall be required until
all Regulatory Authorizations have been issued by FERC

or the time for Third-Party Challenge has expired.

If ANR Southern has not accepted the Regulatory
Authorizations, or ANR Southern has accepted the
Regulatory Authorizations and there are reserved
Objections, prior to the dates set forth in Section
S.a.(iii) and Section S5.b.(iii), the dates specified
in Section S.a.(iii) and 5.b.(iii) shall be extended
for a period of thirty (30) days, or such longer
period as the Parties may agree in writing (the
"Regqulatory Extension Period"), to resolve any
reserved Objection to the satisfaction of the Party
raising such Objection, or until such time as the
Party raising such Objection waives its reserved
Objection.’ After the Regulatory Extension Period, if
a reserved 6bjoction has not been fulfilled or waived
by the Party raising such Objection, such Party may
elect to terminate this Agreement by giving written
notice to the other Party. In the event that a Party
chooses not to waive its reserved Objections and
elects to terminate this Agreement, this Agreement

shall terminate five (5) business days after such

1lé
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other Party receives the notice, unless the reserved
Objection has been fulfilled or has been waived by the
Party raising the Objection in writing during such
five (5) day period. In no event shall the extension
of time provided in Section 5.4. result in the dates
specified in Section 5.a.(iii) and section 5.b.(ii)
being later than April 15, 1995, and the extension of
time provided in Section 5.d. is subject, in all
respects, to the rights of ANR Southern to require

that sShipper make an election as provided for in

Section S5.c.

6. Covenants of the Partijes.

a. Upon the execution of this Agreement by the Parties,

ANR Southern agrees that:

(1) ANR  Southern shall exert commercially
reasonable efforts to obtain financing for the
construction and operation of the ANR Southern

Interstate Facilities;

(11) Wwith respect to the ANR Southern Interstate
Facilities, ANR Southern shall make
applications for all necessary authorizations
and approvals to construct and operate the ANR
Southern Interstate Facilities, and shall
prosecute such  applications with all

rnnlonablq diligence;

17
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ANR Southern shall exert commercially
reasonable efforts to obtain all necessary
authorizations for the release and assignment
of firm capacity held by Shipper on the ANR
Southern Interstate Facilities to third
parties in accordance with FERC Order No.
636 (the "Capacity Release Program"), subject
to terms and conditions for such Capacity

Release Program as set forth in Exhibit A;

In the event that ANR Southern enters into a
Precedent agreement or service agreement to
pProvide comparable service to similarly
situated shippers for ultimate consunptionlof
natural gas within the State of Plorida
through the ANR Southern Interstate Facilities
pPrior to the initial in-service date of the
ANR Southern Interstate Facilities, on terms
more favorable (in the reasonable judgment of
ANR Southern to be exercised in good faith)
than the initial rates and material terms and
conditions of service applicable to shipper
proﬁidtd for in this Agreement and the Service
Agreement (the "Third Party Service®"), ANR
Southern shall promptly so notify Shipper,
including in such notice an abstract of the
initial rates and material terms and
conditions of service applicable to Shipper
related to the Third Party Service; provided,
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however, this provision shall in no way
require ANR Southern to breach  any
confidentiality provision in any other
precedent agreement. Shipper shall have the
right, exercisable by notice to ANR Southern
within thirty (30) days of receipt of ANR
Southern’s notice of such terms, to require
that this Agreement and the Service Agreement
be amended effective as of the date such Third
Party Service commences to include the initial
rate and all material terms and conditions of
service applicable to Shipper in the
respective contract related to the Third Party
Service. Such amendment shall continue to be
effective for a term coextensive with such
Third Party Service. Except as specifically
amended pursuant to this Section, the terms
and conditions of this Precedent Agreement and
the Service Agreement shall remain in effect,
and in the event that the term of such
amendment expires prior to the term of the FT
Service pursuant to this Precedent Agreement
and ‘ the Service Agreement, after the
expiration of such amendment, all of the terms
and provisions of this Precedent Agreement and
the Service Agreement shall be effective for
the remaining term of the FT Service. Shipper
shall not be entitled to select less than the
initial rate and all of the material terms and
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conditions of service applicable to Shipper
contained in the abstract. The rights of
Shipper under this Section 6.a.(iv) shall
become effective, if and only to the extent
that, such other precedent agreement or
service agreement proviaes for comparable
service to similarly situated shippers. In
the event that the Third Party Service does
not commence, for whatever reason, the rate,
terms and conditions of this Precedent
Agreement and the Service Agreement originally

agreed to by the Parties shall apply to the FT

Service;

(V) ANR Southern shall provide two (2) years’
prior written notice. to Shipper as to the
expected in-service date of that portion of
the Florida Interstate Facilities that will
transport Shipper‘’s Anclote Gas Supply, and
will provide Shipper quarterly written
progress reports, after the date of such
notice, concerning the status of construction
of such portion of the Florida Interstate
Pacilities.

b. Upon the execution of this Agreement by the Parties,
Shipper agrees that Shipper shall affirmatively
support all governmental and regulatory authorizations
and approvals sought by ANR Southern for the
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construction and operation of the ANR Southern
Interstate Facilities required to transport Shipper’s
Anclote Gas Supply, First Polk County Gas Supply and
Second Polk County Gas Supply, and shall take all
actions consistent with Shipper’s interests to assist
ANR Southern in securing such governmental and

regulatory authorizations.

Upon the execution of this Agreement by the Parties,
ANR Southern and Shipper agree that under the
circumstances described in t.e second sentence of

Section 4. hereof, the following provisions shall

apply:

(i) In the event Shipper is unable to obtain the
regulatory or environmental authorizations
necessary to proceed with the construction of
Shipper’s first and second power generation
units at its Polk County site, Shipper shall
offer to ANR Southern the right to contract
for FT Service at the rate then applicable
und,r section 2. hereof for the natural gas
Alupﬁly for all of the gas fired electric power
generation units to be constructed by Shipper
in Shipper’s service area, up to an aggregate
MDQ of 90,000 MMBtus. In the event Shipper
obtains the necessary regulatory and
environmental authorizations for one but not

both of such first and second power generation
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units, Shipper shall offer to ANR Southern the
right to contract for FT Service at the rate
then applicable under Section 2. hereof for an
aggregate MDQ of up 45,000 MMBTus. As
applicable, the MDQs of 90,000 MMBtus or
45,000 MMBtus described in the immediately
preceding sentences of this Section 6.c. shall
hereinafter be referred to as the "Replacement
Gas Supply." Each offer by Shipper shall be
made in writing an¢ shall describe in
reasonable detail the location of the proposed
electric power generation unit or units, the
MDQ of FT Service required and any other
information pertinent to the nature and extent

of such service.

Within thirty (30) days after receipt bv ANR
Southern of any offer by Shipper to contract
for FT Service for all or a portion of the
Replacement Gas Supply, ANR Southern shall
determine, in the exercise of its good faith
judgment, whether providing Shipper FT Service
for the MDQ of Replacement Gas Supply over the
term offered by Shipper and pursuant to the
terms and provisions of this Agreement or upon
some other terms and conditions will provide
economic benefits to ANR Southern, which are

reasonably sufficient to ANR Southern in the
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exercise of its good faith judgment, and shall

SO notify Shipper.

If ANR Southern determines that contracting
with Shipper to provide FT Service for the
offered Replacement Gas Supply on the terms
and provisions of this Agreement or some other
terms and conditions will provide economic
oenefits to ANR Southern, which are reasonably
sufficient to ANR Southern in its sole
discretion, ANR Southern shall notify Shipper
in writing as to the specific terms and
conditions under which it is willing- to
provide the FT Service required by Shipper snd
the Parties shall negotiate in good faith with
respect to a Service Agreement for the FT
Service, but neither Party shall be required
to enter into a contract for such FT Service
except upon mutually agreeable terms and

conditions.

Shipper shall be obligated to continue to
ott;r to contract with ANR Southern to provide
FT Service pursuant to Section 6.c.(i)=-(iii)
above until the Parties have entered into
service agreements covering MDQs of gas at
least equal to the applicable Replacement Gas
Supply, after which the obligations of the
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Parties under this Section 6.c. shall be

deemed fully satisfied.

7. mwmmgmmn ANR

Southern and Shipper agree as follows with respect to the future

expansion of the ANR Southern Interstate Facilities:

a.

In the event that Shipper shall require firm
transpcrtation service in addition to the FT Service
provided for in Section 1. above (the "Additional FT
Service"™) for an additional jupply or supplies of
natural gas to fuel Shipper’s future gas requirements,
Shipper shall, with respect to MDQs of Additional PFT
Service up to an aggregate MDQ of 300,000 MMBtus
(inclusive of the MDQs of FT Service provided for
under Sections 1. and 6.c. hereof)l and Shipper may,
with respect to any MDQs of Additional FT Service in
excess of an aggregate MDQ of 300,000 MMBtus, tender
a written offer to ANR Southern to contract for such
Additional FT Service (including the amount of
Additional FT Service required and supporting
information in reasonable detail). If ANR Southern
accepts -uch offer, ANR Southern shall provide such
Additional FT Service pursuant to its then effective
FERC Gas Tariff. ANR Southern shall notify Shipper as
to whether or not it accepts such offer to provide the
Additional FT Service described in Shipper’s offer
within thirty (30) days after receipt of such offer.
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If ANR Southern determines that the ANR Southern
Interstate Facilities do not have the Capacity to
Provide the Additional FT Service for which Shipper
has offered to contract with ANR Southern, as promptly
as practicable, ANR Southern shall determine the cost
of expanding the ANR Southern Interstate Facilities in
order to provide capacity (the "Expanded Facjilities")
for the Additional FT Service and the rates applicable
to service over the Expanded Facilities, and provide
such information to Shipper together with ANR
Southern’s decision as to whether or not ANR Southern
will construct and operate the Expanded Facilities and

provide the Additional FT Service.

If ANR Southern is willing to construct and operate
the Expanded Facilities and provide to Shipper the
Additional FT Service, Shipper shall have sixty (60)
days from the date of its receipt of notification of
such fact from ANR Southern to commence negotiations
for a formal agreement with respect to such Additional
FT Service.

If ANR SOGthcrn is not willing to construct and
operate the Expanded Facilities and provide the
Additional FT Service to Shipper, or if the Parties
are unable to agree upon the terms and provisions of
a service agreement with respect to such Additional FT
Service, Shipper may elect, within sixty (60) days of
receipt of notiti;ation of ANR Southern’s
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unwillingness to construct the Additional Facilities
or of the Shipper‘s notice to ANR Southern of the
termination of negotiations for a service agreement,
(1) to pay the cost of constructing the Expanded
Facilities (which shall be owned by Shipper but
operated and maintained by ANR Southern or its nominee
pursuant to a mutually acceptable operation and
maintenance agreement) or (ii) agree to pay the
otherwise applicable rate Plus the incremental rate
designed to recover all costs associated with the
Expanded Facilities. If Sripper exercises such
election so that Expanded Facilities are constructed,
ANR Southern shall negotiate with Shipper in good
faith for formal agreements with respect to FT s.rvico
over such Expanded Facilities and the incremental rate
for such FT Service, or the operation and maintenance
of such Expanded Facilities, as the case may be;
provided, however, in the event the Parties are unable
to agree upon the terms of service applicable to the
construction of the Additional Facilities by ANR
Southern, Shipper shall have the right to proceed
under the provisions of the clause (i) of the first

sentence of this Section 7.d.

ANR Southern and Shipper agree to cooperate with and
assist one another for the purpose of obtaining any
goverr.aental and regqulatory authorizations and
approvals for the construction, operation and

maintenance of the Expanded Facilities and the use
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thereof for the purpose of Providing shipper with the

Additional FT Service.

8. Interruptible Transportation Service. Concurrent with the

execution of the Service Agreement for the FT Service, ANR Southern
and Shipper shall execute and deliver an interruptible
transportation service agreement for up to 210,000 MMBtu per day in
a form mutually agreed upon by the Parties. The interruptible
transportation service agreement between ANR Southern and Shipper
shall provide that at any time interruptible transportation service
is available on the ANR Southern Interstate Facilities, Shipper
shall be entitled to, and ANR Southern shall offer, a proportionate
share of the interruptible transportation capacity available as
expressed by a fraction, the numerator of which is Shipper’s MDQ as
provided in the Service Agreement and the denominator of which is
the aggregate firm MDQs for all FT Service ov;r the ANR Southern
Interstate Facilities. sShipper shall advise ANR Southern whether
or not it intends to receive all or any portion of such
interruptible transportation service offered. If, and only if, ANR
Southern fails to offer such interruptible capacity to Shipper as
provided in this Section 8, and such interruptible capacity is used
to provide interruptible transportation service to similarly
situated shippers throuéh the ANR Southern Interstate Facilities
for ultimate consumption of gas within the State of Florida, and
Shipper does not have actual or constructive knowledge of the
availability of interruptible transportation capacity, then ANR
Southern’s transportation charge to Shipper for firm service
rendered pursuant to this Agreement during the period such

interruptible transportation capacity was not made available to
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Shipper shall be equal to the lowest weighted average
transportation rate including rates for interruptible service paid

by such similarly situated shipper multiplied by Shipper’s MDQ as

provided in this Agreement.

In the event that ANR Southern enter- into a precedent
agreement or service agreement to provide comparable interruptible
transportation service to a similarly situated shipper through the
ANR Southern Interstate Facilities, which volumes are transported
through the Florida Facilities for ultimate consumption of natural
gas within the State of Florida, at rates more favorable than rates
offered to Shipper by ANR Southern, such rates shall be offered to
Shipper with respect to the volumes and term of service set forth
in such precedent agreement or service agreement, as applicable,
with such similarly situated shipper. Shipper shall not be
entitled to such rate unless Shipper transports the natural gas for

its ultimate consumption within the State of Florida.

9. Effective Date, Initial Term and Termination. This

Agreement shall become effective when executed by both ANR Southern
and shipper, and shall remain in effect for an initial term of
twenty five (25) years from the date that FT Service for Shipper’s
Anclote Gas Supply commences (the "Initial Term"), and from year to
Year thereafter unless either Party gives notice of termination to
the other Party at least one (1) year prior to the expiration of
the Initial Term or any anniversary date thereof, subject however

to the earlier termination as hereinafter provided.

28




FPSC Docket No. 920807-GP
Exhibit No. . WTP-2)

In the event that any of the conditions incorporated
by reference in Section 5.b.(1) of this Agreement have
not been fulfilled or waived by the required date, as
may be modified by Section 5.c., then Shipper nay
terminate this Agreement by giving written notice to
ANR Southern not later than five (5) business days
after the non-occurrence of such condition by the
required date, and this Agreement shall terminate upon
the expiration of sixty (60) days from the receipt of
such nctice, unless within such period such condition
has been fulfilled or has been waived by Shipper in

writing.

In the event that the conditions set forth in Section
5.a.(i), Section 5.a.(ii) or Section 5.a.(iv) of this
Agreement have not been fulfilled or waived by the
required date, then ANR Southern may terminate this
Agreement by giving written notice to Shipper not
later than five (5) business days after the
non=occurrence of any such condition by the required
date, and this Agreement shall terminate upon the
expiration of sixty (60) days from the receipt of such
notice, unless within such period such condition has
been fulfilled or has been waived by ANR Southern in

writing.

In the event that the conditions set forth in Section
5.a.(iii) or Section 5.b.(ii) of this Agreement have
not been fulfilled or waived by the required date, as
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may be modified by Section S.c. or Section 5.d., as
applicable, then ANR Southern or Shipper, as the case

may be, may terminate this Agreement pursuant to

Section 5.4,

10. Assignment. This Agreement shal® be binding upon ANR
Southern, Shipper and their Successors and assigns; provided,
however, neither Party shall assign this Agreement or any rights or
obligations hereunder without first obtaining the written consent
of the other Party (which consent shall not be unreasonably
withheld or delayed) and any regulatory authorizations reasonably
deemed necessary by ANR Southern. An assignment to an Affiliate of
such Party desiring to make the assignment may be made without
prior written consent subject to the receipt of any necessary
governmental authorizations; provided, however, any assignment by
Shipper to an Affiliate of Shipper shall not relieve Shipper of any
obligations, liabilities and responsibilities under this Agreement.
Nothing contained herein shall pPrevent either Party from pledging,
mortgaging or assigning its rights as security for its indebtedness
and either Party may assign to the pledgee or mortgagee (or to a
trustee for a holder of such indebtedness) any monies due or to
become due under any Service Agreements. For purposes of this
Agreement, the tnrn.&tfiiiato“ shall mean when used with respect to
an entity, any other entity (i) which directly or indirectly
(through one or more intermediaries) controls, or is controlled by,
or is under comnon control with, such first mentioned person or
entity or (ii) which beneficially owns, holds or controls 1 $844%
percent (50%) or more of the interest of such first mentioned

entity. The term "control®™ means the possession, either directly
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or indirectly, of the power to direct or Cause the direction of the
management policies of an entity, whether through ownership of

stock, as general partner, by contract or credit arrangement or

otherwise.

11. uggiii;g;ign_g;Jﬂligg;. No modification or waiver of the

terms and provisions of this Agreement shall be made except by the

execution by the Parties of a written amendment to this Agreement.

12. Notjces. All notices, requests, demands, instructions
and other communications required or parmitted to be given
hereunder shall be in writing and shall be delivered personally or
mailed by certified mail, postage prepaid and return receipt
requested or by telex or telecopier, as follows:

If to ANR Southern:
ANR Southern Pipeline Company
Coastal Tower
Nine Greenway Plaza
Houston, Texas 77046
Attention: Mr. E. J. Burgin

Telephone No. (713) 877-3388
Facsimile No. (713) 877-3714

1f to Shipper:

Florida Power Corporation

P.O. Box 14042

St. Petersburg, Florida 33733

Attention: Mr. Stephen Watsey, C.P.M.

Telephone No. (813) 866-4382

Facsimile No. (813) 866-4941
or to such other place within the United States of America as
either Party may designate as to itself by written notice to the
other. All notices given by personal delivery or mail shall be
effective on the date of actual receipt at the appropriate address.
Notice given by telex or telecopier shall be effective upon actual
receipt if received during recipient’s normal business hours or at
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the beginning of the next business day after receipt if received

after the recipient’s normal business hours.

13 imitatj lability. Shipper agrees that any
liability relating to and any and all claims against ANR Southern
shall be limited to the assets of ANR Southe:n, and Shipper waives
its rights to proceed against any of ANR Southern’s Affiliates.
Execution of this Agreement does not bind any Affiliate of ANR
Southern or require any Affiliate to undertake any obligation in
connection with this Agreement. Shipper and ANR Southern agree that
neither party shall be liable to the other for incidental,
consequential or indirect damages under this Agreement, whether

arising in contract, tort or otherwise.

14. No Third Party Rights or Obligations. This Agreement

shall not create any rights in third parties, and no provision
hereof shall be construed as creating any obligations for the
benefit of, or rights in favor of, any person or entity other than

ANR Southern and Shipper.

15. Survival. All of the terms and provisions of this
Agreement shall lurviv? the execution by the Parties of a Service
Agreement, except those terms and provisions hereof that are
inconsistent with the terms and provisions of such Service

Agreement.

16. Governing Law. THE CONSTRUCTION, INTERPRETATION, AND
ENFORCEMENT OF THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE
STATE OF TEXAS, EXCLUDING ANY CONFLICT OF LAW RULE WHICH WOULD
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REFER ANY MATTER TO THE LAWS OF A JURISDICTION OTHER THAN THE STATE
OF TEXAS.

17. ann;g;ng;;_ﬁxg;ngign. This Agreement may be executed by

the Parties in any number of counterparts, each of which shall be
deemed an original instrument, but all of which shall constitute

but one and the same agreement.

18. Partial Invalidity. Except as otherwise expressly stated

herein, in the event any provision contained in this Agreement
shall for any reason be held invalid, illegal or unenforceable by
a court or regulatory agency of competent jurisdiction by reason of
a statutory change or enactment, such invalidity, illegality or
unenforceability shall not affect the remaining provisions of this

Agreement.

19. confidentiality. Except as provided hereinbelow, neither
ANR Southern nor Shipper, nor their respective Affiliates,

directors, officers, and employees, advisors and representatives
shall disclose to any third party the terms and conditions of this
Agreement, including the information and agreements set forth on
the Exhibits, without the other Party’s written consent to such
disclosure. This provi;ion shall not apply to such disclosures
that, in the opinion of ANR Southern’s or Shipper’s counsel, as the
case may be, are required by state or federal laws, rules or
regulations (in which case, the Party making such disclosure shall
advise the other Party prior to disclosure and, if requested by the
other Party, shall use every effort to maintain the confidentiality
of this Agreement, including, without limitation, seeking a
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protective order). The disclosure of any information pertaining to
this Agreement within ANR Southern’s or Shipper‘s internal
organization (including Affiliates) and within the organization of
any third party to which disclosure is authorized by ANR Southern
or Shipper shall be limited to such personnel whose duties require
their review or counsel with respect to this Agreement and the
Party making such disclosure shall instruct such personnel to

maintain the confidentiality of this Agreement.
IN WITNESS WHEREOF, the Parties have caused this Agreement to

be duly executed in multiple originals by their duly authorized

officers as of the date first written above.

o LT

FLORIDA POWER CORPORATION

By:
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PRECEDENT AGREEMENT

This Precedent Agreement (*Agreement*), made this 8¢ day of April 1993, by and
between FLORIDA POWER CORPORATION, a Florida corporation ("Shipper®), and ANR
SOUTHERN PIPELINE COMPANY, a Delaware corporation ("ANR Southern") (hereinafter
Shipper and ANR Southem are sometimes referred to individually as "Party" or collectively as
the "Parties").

WITNESSETH:

WHEREAS, ANR Southem intends to design, construct, own and operate a natural gas
pipeline and appurtenant facilities (the "Elorida Facilities") for the transportation of natural gas
within the State of Florida, which Florida Facilities shall extend from the terminus of a proposed
interstate natural gas pipeline and appurtenant facilities in Florida (the "ANR Southern Interstate
Eacilities™) also to be constructed and owned by ANR Southern to various locations within the
State of Florida;

WHEREAS, ANR Southernt plans to provide natural gas transportation service through
the Florida Facilities wholly within the State of Florida, subject to the provisions of Florida law
governing natural gas pipelines and the rules and regulations of any agencies of the government
of the State of Florida (collectively, the "Elorida Statutes") as a "Hinshaw" pipeline exempt from
the regulatory jurisdiction of the Federal Energy Regulatory Commission or successor agency
(FERC") pursuant to Section 1(c) (the "Hinshaw Exemption") of the Natural Gas Act ("NGA");
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WHEREAS, Shipper desires to receive firm transportation service ("ET Service") on and

across the Florida Facilities, which firm transportation service shall be rendered in accordance
with the terms and conditions of the Service Agreement (defined below), and the gas tariff for
the Florida Facilities {the "Florida Gas Tariff") on file with the Florida Public Service
Commission or successor agency ("FPSC") in substantially the same form and substance as the
Pro Forma Tariff attached hereto as Exhibit A.

NOW THEREFORE, in consideration of the mutual covenants and agreements contained

herein, Shipper and ANR Southern agree as follows:

8 Eirm Service Obligation. Subject to the terms and conditions of this Agreement
and to such terms and conditions as may be or become applicable to ANR Southern’s
transportation service pursuant to the Florida Statutes, ANR Southern hereby agrees to pro\nde
to Shipper FT Service through the Florida Facilities as follows:

a. FT Service for a maximum daily quantity ("MDQ") of 100,000 MMBtus
on a year-round basis ("Shipper’s Primary Anclote Gas Supply") for
delivery to Shipper’s Anclote Plant located in Pasco County, Florida,
commencing on the later of (i) February 1, 1995, or (ii) the date the
Florida Facilities and any required facilities upstream of the Florida
Facilities are capable of providing such transportation service on a firm
daily basis (the "Primary FT Service");

b. Additional FT Service (the "Flexible FT Service") for an MDQ of 20,000
MMBtus on a year-round basis for delivery to Shipper’s Anclote Plant
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commencing on the date the Florida Facilities and any required facilities

upstream of the Florida Facilities are capable of providing FT Service for

Shipper’s Primary Anclote Gas Supply on a firm daily basis, subject to

flexible nominations by Shipper as follows:

(1

()

Shipper shall have the right to tender to ANR Southern for FT

Service on a daily basis during the months of October, November,

December, January, February, March and April (the "Winter

Season"), a daily quantity of natural gas of between zero MMBtu

and 40,000 MMBtus so long as the aggregate of such daily tenders

during the Winter Season does not exceed the product of 20,000

MMBtus and the number of days in the Winter Season (the Winter

Contract Quantity”); and

if Shipper has, during the Winter Season, tendered to ANR

Southern less than the Winter Contract Quantity, ANR Southern

agrees to accept tenders by Shipper of the balance of the Winter

Contract Quantity for FT Service, subject to the limitations set out

in (i) and (ii) below, and to credit against the rate applicable to

such FT Service the rate paid by Shipper on account of the unused

Winter Contract Quantity:

(i)  during the month of May (in addition to tenders by Shipper
of not less than 120,000 MMBtus per day, not less than
165,000 MMBtus per day commencing with the in-service
date of FT Service for Shipper’s First Polk County Gas
Supply, and not less than 210,000 MMBtus per day

commencing with the in-service date of FT Service for
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Shipper’s Second Polk County Gas Supply) on a pro rata

basis with tenders by other shippers for interruptible
transportation service, and

(i)  during the months of June, July, August and September (in
addition to tenders by Shipper of not less than 120,000
MMBtus per day, not less than 165,000 MMBtus per day
commencing with the in-service date of FT Service for
Shipper’s First Polk County Gas Supply, and not less than
210,000 MMBtus per day commencing with the in-service
date of FT Service for Si ipper's Second Polk County Gas
Supply), to the extent capacity sufficient to accommodate
the transportation of such additional tenders is available on
the Florida Facilities after accommodating all other firm
and interruptible tenders on the ANR Southemn Interstate
Facilities.

Additional FT Service during the months of May, June, July, August and
September (the "Summer Season") for an MDQ of 20,000 MMBtus, for
delivery to Shipper’s Anclote Plant commencing on the date the Florida
Facilities and any required upstream facilities are capable of providing FT
Service for Shipper’s Primary Anclote Gas Supply on a firm daily basis
(the "Summer FT Service").

Transportation of an additional MDQ of 45,000 MMBtus ("Shipper’s First
Polk County Gas Supply") to Shipper’s first power generation unit to be
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constructed at its Polk County site, commencing on the later of August 1,
1998 or the date the Florida Facilities and any required facilities upstream
of the Florida Facilities are capable of providing such FT Service on a

firm basis; and

e. Transportation of an additional MDQ of 45,000 MMBtus ("Shipper’s
Second Polk County Gas Supply *) to Shipper’s second power generation
unit to be constructed at its Polk County site, commencing on the later of
August 1, 1999 or the date the Florida Facilities and any required
facilities upstream of the Florida Facilities are capable of providing such

FT Service on a firm basis.

The MDQs identified in paragraphs a. through e. above are hereinafter referred
to collectively as "Shipper's Gas Supply®. The later of (i) and (ii) in paragraph a., August 1,
1998 in paragraph d. and August 1, 1999 in paragraph e. above are hereinafter referred to as
the "Commencement Date" for the particular FT Service described in each such paragraph.

ThehﬁtizltennofﬁleFTSetvioedacﬁbedinpangmphsa.. b., d. and e. above shall
be twenty-five (25) years from the Commencement Date of FT Service for Shipper’s Primary
Anclote Gas Supply (the “Initial Term"). Shipper shall have the right to extend the term of this
Agreement as to each FT Service described in paragraphs a., b., d. and e. above for one or
more periods of ten (10) years at ANR Southern’s then applicable maximum lawful rate (any
such period being hereinafter referred to as a "Secondary Term") beyond the expiration of the
Initial Term (or any Secondary Term) thereof by providing ANR Southern with written notice

of the exercise of such right not less than two (2) years prior to the expiration of the Initial Term
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thereof (or any Secondary Term for which this Agreement has been previously extended).

Unless Shipper elects to extend the term of this Agreement with respect to a particular FT
Service described in paragraphs a., b., d. or e. above, the Initial Term thereof (and any
Secondary Term thereof for which Shipper has previously elected to extend the term of this
Agreement) shall be automatically extended from year to year after its expiration; provided,
however, either Party may terminate this Agreement with respect to a particular FT Service
described in paragraphs a., b., d. or e. above by providing writtc notice to the other Party at
least one (1) year prior to the expiration of either (i) the Initial Term thereof or (ii) any

Secondary Term thereof, or any anniversary date of either.

The initial term of the Summer FT Service shall be ten (10) years from the
Commencement Date thereof (the *Initial Summer Term®). The Initial Summer Term shall be
automatically extended from year to year thereafter unless ANR Southern terminates this
Agreement with respect (0 the Summer FT Service by providing written notice to Shipper, at
least one (1) year prior to the expiration of the Initial Summer Term or any anniversary thereof,
that there is insufficient capacity in the Florida Facilities or the ANR Southern Interstate
Facilities to permit the continuation of the Summer FT Service. In the event ANR Southen
gives notice of termination of this Agreement with respect to the Summer FT Servics, as
aforesaid, Shipper's Flexible FT Service shall be automatically converted to Primary FT Service
at the same MDQ level, and Shipper shall have the right to convert the Summer FT Service to
meﬂmuﬂumdﬂwmnofnﬂsAmtwimmpeawMomvm
Summer FT Service beyond the expiration of the Initial Summer Term (or any anniversary
dmaoﬂfornpeﬂodwmﬂveuﬂththehﬁﬁﬂhm of the FT Service provided for in
paragraphs a., b., d. and ¢. abwc(mymhpeﬂodbeinghudmﬁumfumdmua'mduy

Term*) at ANR Southern's then applicable maximum lawful rate, subject to the provisions of

6
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Section 2.c., by providing ANR Southern with written notice of the exercise of such right within

ninety (90) days following Shipper’s receipt of ANR Southemn's notice of termination with
respect to the Summer FT Service, in which case the provisions set forth above with respect to
the term extensions and termination of this Agreement with respect to the FT Service described
in paragraphs a., b., d. and e. above shall thereafter be applicable. Unless Shipper exercises

its conversion right with respect to the Summer FT Service, such FT Service shall terminate at

the expiration of the one year notice period.

All of the increments of FT Service set out in subsections a., b., c., d. and e. of this
Section 1 shall be provided: (i) pursuant to the terms and provisions of this Agreement and (ii)
pursuant (o a service agreement substantially in the form attached hereto as Exhibit A (the
"Service Agreement”). There shall be added to the MDQ for each increment of Shipper’s FT
Service additional capacity sufficient to transport additional quantities of gas required by ANR
Southern as fuel and for lost and unaccounted for gas related to each such increment of FT
Service. Shipper’s FT Service shall be from the point of receipt of Shipper's Gas Supply into
the Florida Facilities to the points of delivery, which point of receipt and points of delivery are
specified in Exhibit B attached hereto, provided, that Shipper shall have the right, in its sole
discretion, to nominate all or any portion of the aggregate of the MDQs set out in subsections
a, b, c., d. and e. of this Section 1 for delivery at any point or points of delivery specified in
Exhibit B pursuant to the nominatio procedures applicable to the FT Service in ANR Southern's
Florida Gas Tariff; and provided further, subject to the provisions set forth above with respect
to the Flexible FT Service, that any nominated quantity above Shipper’s firm MDQ (plus gas
used for fuel and lost and unaccounted for gas) applicable to the nominated delivery point shall
not have priority of service over any firm service for other shippers at such delivery point but

will have priority over interruptible transportation service at that delivery point. ANR Southern
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shall deliver Shipper’s First Polk County Gas Supply and Second Polk County Gas Supply to

the applicable delivery point at a pressure of not less than 400 psi. ANR Southern shall, upon
request by Shipper, deliver to Shipper's delivery points a minimum of eighty-five percent (85%)
of Shipper’s MDQ during any fourteen (14) consecutive hour period during any twenty-four (24)
hour period; provided, however, that such fourteen (14) hour periods on consecutive days will
be separated by not less than ten (10) hours. ANR Southern's obligation to provide such
fourteen (14) hour service is subject to receipt of sufficient gas supplies for Shipper’s account,

and to force majeure or other capacity curtailments in accord with ANR Southern’s Florida Gas
Tariff.

2. Rates. For purposes of this Agreement, the following

terms shall have the meanings set forth below:

"Contract Year" shall mean each twelve (12) month period beginning on the date
described in Section 1.a. or any anniversary date thereof.

"Currently Effective Rate Per MMBty" shall mean for each of the ANR Southern
Interstate Facilities and the Florida Facilities, the rate applicable to FT Service
for Shipper, from time to time.

“GNP Price Deflator" shall mean the GNP implicit price deflator computed and
published by the United States Department of Commerce, Bureau of Economic
Analysis in the "Survey of Current Business” or such successor index as the
United States Department of Commerce or successor agency or department shall
develop as a replacement index.
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“"Rate” or "Rates” (whether the initial letter is capitalized or not) shall mean the

unit rates directly attributable to any transportation service provided by ANR
Southern to Shipper under this Agreement, and shall not include fuel, lost and
unaccounted for gas, the Regulatory Assessment Fee ( "RAE") paid to the State
of Florida or other generally applicable surcharges required to be charged and
collected.

Subject to the terms and conditions of this Agreement and the Service Agreement, and
to such terms and conditions as may be or become applicable to ANR Southern’s rates pursuant
to the Florida Statutes, ANR Southern shall provide the FT Lervice, and Shipper shall pay for

the FT Service as follows:

a. Subject to Section 2.b. and Section 2.c., Shipper shall pay an initial rate
for the FT Service expressed herein as a unit rate of not more than 52.5¢
per MMBtu, which shall be initially adjusted to reflect actual final costs
of constructing the Florida Facilities and which may be subsequently
adjusted from time to time pursuant to the Service Agreement or the

applicable ratemaking procedures set forth in the Florida Statutes.

b.  Shipper shall not be required to pay any amount attributable to the rates
set forth in 2.a. for the FT Service in excess of the maximum applicab’e
rate provided for in ANR Southern’s rate schedule applicable to the FT
Service included in ANR Southern’s Florida gas tariff, as that rate may

be on file from time to time with the FPSC.




FPSC Docket No. S20B07-GP
Exhibit No. a WJTP-3)

Shipper shall not be required to pay an amount for both FT Service on the

Florida Facilities and firm transportation service through the ANR

Southern Interstate Facilities for transportation of Shipper’s gas supplies

to the delivery points on the Florida Facilities in excess of the amounts set

out in or calculated according to the following provisions of this Section

2.c. (the "Aggregate Rate Cap"). The Aggregate Rate Cap for the first

Contract Year, expressed herein as a unit rate, shall be not more than

71.8 ¢ per MMBtu. For cach subsequent Contract Year the Aggregate

Rate Can shall be recalculated by:

@

(ii)

(ii)

@)

multiplying the Aggregate Rate Cap for the prior Contract

Year by forty-five percent (45%);

subtracting the product of Section 2.c.(i) from the Aggregate

Rate Cap for the prior Contract Year;

multiplying the product of Section 2.c.(i) by the lesser of (x)
a fraction the numerator of which is the GNP Price Deflator
for the calendar quarter immediately preceding such Contract
Year and the denominator of which is the GNP Price Deflator
for the corresponding calendar quarter of the immediately

preceding Contract Year, or (y) 1.04; and

adding the product derived pursuant to Section 2.¢. (iii) and

the remainder derived pursuant to Section 2.c. (ii).

10
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Notwithstanding the foregoing calculations, ANR Southern agrees that

during the first twenty (20) years of the Initial Term, the Aggregate Rate
Cap shall never exceed 84.0 ¢ per MMBtu. If at any time during the term
of the Service Agreement the sum of the Currently Effective Rates Per
MMBtu for transportation on the Florida Facilities and the rates currently
applicable to Shipper’s FT Service through the ANR Southern Interstate
Facilities (hereinafter the "Aggregate Rate") exceeds the Aggregate Rate
Cap (the difference between the Aggregate Rate and the Aggregate Rate
Cap being hereinafter referred to as the "Excess Rate®), then the
Aggregate Rate shall be reduced by an amount equal to the Excess Rate.

In addition to the rate provided for under Section 2.a. above, Shipper will
compensate ANR Southern for the RAF paid to the State of Florida-and
any other charges applicable to Shipper under the then effective rate
schedule applicable to the FT Service, plus the actual amounts of natural
gas used for fuel and lost and unaccounted for gas: provided, however,
that in no event shall Shipper be required to provide compensation for fuel
and lost and unaccounted for gas applicable to the ANR Southern
Interstate Facilities and the Florida Facilities, in the aggregate, in an
amount in excess of one and one-half percent (1.5%) of Shipper’s MDQs
at the delivery points specified in Exhibit B. However, in the event the
Florida Facilities or the ANR Southern Interstate Facilities are expanded
in the future such that it results in greater fuel usage than the combined
1.5% cap but combined lower rates, then the 1.5% fuel cap will be

permitted an upward adjustment to actual usage so long as the overall

11
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impact is to keep the combined cost (rate plus fuel) less than or equal to

the combined cost prior to system expansion.

e. Subject to the limitations in this Section 2., the Service Agreement shall
provide that ANR Southern shall have the unilateral right to file for
changes in its maximum rates or any other provisions in its Florida gas
tariff including, but not limited to, provisions relating to compensation for
fuel and lost and unaccounted for gas applicable to the service hereunder,
and that uch changes shall be effective and applicable, subject to refund
as determined by the FPSC, as the case m.y be, after the required notice
or at the end of any suspension period ordered by FPSC and such
maximum rates plus any provision for fuel and lost and unaccounted for
gas shall be effective under the Service Agreement. Notwithstanding the
foregoing, Shipper shall have the right to intervene and protest any such
rate filing by ANR Southern with respect to changes in ANR Southern’s
maximum rates, terms and conditions of service or any other provision in

its currently effective gas tariff.

3. Terms of Service. Subject to the terms and conditions of this Agreement and to
such terms and conditions as may be or become applicable to ANR Southern’s transportation
service pursuant to the Florida Statutes, ANR Southern agrees to provide the FT Service on the
terms and conditions substantially similar to those set forth in the Service Agreement and the
Florida Gas Tariff attached hereto as Exhibit A.

12
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4. Execution of Service Agreement. Concurrently with the fulfillment or waiver of all

of the Conditions Precedent set forth below in Section 5, ANR Southern and Shipper shall

execute and deliver the Service Agreement, to be effective as of the Commencement Date.
Shipper shall become liable for payment of reservation charges with respect to each increment
of service under the Service Agreement on the dates described in Section 1 above, except that
with respect to the increments of service described in Sections l.d. and l.e. above, in the event
Shipper is unable to obtain the regulatory or environmental authorizations necessary to proceed
with the construction of either or both of Shipper’s proposed first and second power generation
units at Shipper’s Polk Cou.ity site by the earlier of October 1, 1995 or fifteen (15) days prior
to the scheduled vote of ANR Southern’s Board of Directors on either (i) construction of the
Florida Facilities or (i) acceptance of the term sheet with respect to financing construction of
the Florida Facilities, Shipper shall not be liable for the payment of reservation charges for FT
Service for either or both of such increments of service, as the case may be, and ANR Southern

and Shipper shall have the respective obligations set forth in Section 6.c. hereof.

5. Conditions Precedent.

a. 'IheobligationofANRSouthemtopmvichTServicetoShipwin
acootdancewiththetumsofthisAgreemmtmdtheServioeAgrwnmt
is subject to the fulfillment, or waiver by ANR Southern, of each of the

following conditions:

) On or before August 1, 1993, ANR Southern shall have
received executed precedent agreements in which shippers
agree, on the initial in-service date of the Florida Facilities,

13
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to pay for firm transportation service through the Florida

Facilities under service agreements having a maximum daily

quantity, in the aggregate, equal to at least 219,00 MMBtus;

On or before March 1, 1995, ANR Southern shall have been
issued and shall have accepted all regulatory authorizations
and approvals required under the Florida Statutes and all other
necessary regulatory authorizations and approvals from
federal, state, local and/or municipal agencies to construct,
own and operate the Florida Facilities and offer the
transportation service consistent with the terms of this
Agreement, and all such authorizations and approvals shall

have become final and subject to no further aj y¢al; and

On or before October 1, 1995, the ANR Southern Board of
Directors shall have voted to construct the Florida Facilities
in accordance with applicable voting procedures, and ANR
Southern shall have accepted a term sheet with respect to, and
obtained a commitment for, the financing of the construction
of the Florida Facilities in such amount and on such terms and

conditions as are acceptable to ANR Southern.

The obligation of Shipper to accept and pay for the FT Service in

accordance with the terms of this Agreement and the Service Agreement

14
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is subject to the fulfillment, or waiver by Shipper, of the following

conditions:

(i)

(ii)

(iii)

On or before August 1, 1993, ANR Southern shall have
received executed precedent agreements in which shippers
agree, on the initial in service date of the Florida Facilities,
to pay for firm transportation service through the Florida
Facilities under service agreements having an aggregate
maximum daily quantity of at least 219,000 MMBtus ; and

On or before July 1, 1993 ANR Southern shall have filed all
necessary applications for authority to construct and operate
the Florida Facilities in accordance with the Florida Statﬁm;
and

On or before March 1, 1995, ANR Southern shall have been
issued and shall have accepted all regulatory authorizations
and approvals required under the Florida Statues to construct,
own and operate the Florida Facilities and offer the
transportation service consistent with the terms of this
Agreement, except those authorizations and approval:
normally obtained after the FPSC authorizations and approvals
have been issued and accepted, and all such authorizations and
approvals shall have become final and subject to no further
appeal.

15
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If any of the Conditions Precedent in Section 5.b., as may be extended by Section

5.d., have niot been fulfilled or waived by Shipper (the "Qutstanding Conditions*)
thirty (30) days before the date upon which ANR Southern’s Board of Directors

is scheduled to vote on either (i) construction of the Florida Facilities, or (ii)
acceptance of the term sheet with respect to financing construction of the Florida
Facilities, ANR Southern’s Board of Directors sli2ll provide Shipper written
notice at such time stating the date that ANR Southern’s Board of Directors vote
is scheduled to be taken. At least fifteen (15) days prior to the scheduled vote of
ANR Southern’s Board of Directors, Shipper shall be required to exercise, in
writing, its right to terminate this Agreement or wvaive its right to terminate this
Agreement with respect to any Outstanding Conditions. In the event that Shipper
chooses not to waive its Outstanding Conditions and elects to terminate this
Agreement, this Agreement shall terminate five (5) business days after ANR
Southern receives the notice, unless the Outstanding Conditions have been
satisfied or have been waived by Shipper in writing during such five (5) day
period.

With respect to the dates in the Conditions Precedent set forth in Section 5.a. (i)
and Section 5.b.(iii), the Parties contemplate that ANR Southern shall have been
issued and accepted-all of the regulatory and environmental authorizations and
approvals required from the FPSC to construct, own and operate the Florida
Facilities and offer the transportation service consistent with the terms of this
Agreeme:t (the "Regulatory Authorizations”), and the Parties further contemplate
that the Regulatory Authorizations shall have become final and no longer subject
to appeal as of the dates set forth in Section 5.a.(ii) and Section 5.b. (iii). ANR

16
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Southern agrees to provide Shipper a true copy of each and every Regulatory

Authorization received by it with full particulars as to the date of its issuance and
any material procedural dates with respect thereto, as promptly as practicable
after its receipt by ANR Southern, but in no event later than three (3) business
days thereafter. The Parties acknowledge and agree that the Regulatory
Authorizations, as issued by the applicable regulatory authorities, may not be
acceptable to ANR Southern and Shipper, or either ANR Southern or Shipper, or
may be judicially challenged by third parties by rehearing petition before the
FPSC, or by court appeal ("Third-Party Challenge"). ANR Southern further
agrees to provide Shipper with notice of all such Third Party Challenges, if any,
including such particulars as the date of filing and any material procedural dates
with respect thereto as promptly as practicable after receipt of such notice by
ANR Southern, but in no event less than three (3) business days thereafter.

If the Regulatory Authorizations contain material terms or conditions unacceptable
to the Parties, or are subject to unacceptable risks associated with a Third Party
Challenge that may have a material adverse effect on either Party, each Party
shall advise the other Party of any objections to such material terms and
conditions of the Regulatory Authorizations, or such unacceptable risks associated
with any Third-party Challenge that may have a material adverse effect on either
Party (collectively, the "Objections"), in writing, as soon as practicable but in no
event later than fifteen (15) days after receipt by ANR Southern of the Regulatory
Authorizations or notice of any Third-Party Challenge, as the case may be;
provided tha. in all events Shipper shall have at least three (3) business days from
the date it receives a copy of such Regulatory Authorizations or notice of

17
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Third-Party Challenges to advise ANR Southern of any Objections thereto. Each

Party shall waive its rights under Section 5.a.(ii) and Section 5.b.(iii), as
applicable, save and except for any reserved Objections; provided, however, no
waiver shall be required until all Regulatory Authorizations have been issued by

FPSC or the time for Third-Party Challenge has expired.

If ANR Southern has not accepted the Regulatory Authorizations, or ANR
Southern has accepted the Regulatory Authorizations and there ars reserved
Objections, prior to the dates set forth in Section 5.a.(ii) and Section 5.b.(iii), the
dates specified in Section 5.a.(ii) and 5.b.(jii) shall be extended for a period of
thirty (30) days, or such longer period as the Parties may agree in writing (the
"Regulatory Extension Period”), to resolve any reserved Objection to the
satisfaction of the Party raising such Objection, or until such time as the Pany
raising such Objection waives its reserved Objection. After the Regulatory
Extension Period, if a reserved Objection has not been fulfilled or waived by the
Party raising such Objection, such Party may elect to terminate this Agreement
by giving written notice to the other Party. In the event that a Party chooses not
to waive its reserved Objections and elects to terminate this Agreement, this
Agreement shall terminate five (5) business days after such other Party receives
the notice, unless the reserved Objection has been fulfilled or has been waived by
the Party raising the Objection in writing during such five (5) day period. In no
event shall the extension of time provided in Section 5.d. result in the dates
specified in Section 5.a.(ii) and Section 5.b. (iii) being later than April 15, 1995,

and the extension of time provided in Section 5.d. is subject, in all respects, to
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the rights of ANR Southemn to require that Shipper make an election as provided

for in Section 5.c.

Covenants of the Parties.

a. Upon the execution of this Agreement by the Parties, ANR Southem

agrees that:

(i) ANR Southern shall exert commercially reasonable efforts to
obtain financing for the construction and operation of the
Florida Facilities;

(ii) With respect to the Florida Facilities, ANR Southern shall
make applications for all necessary authorizations and
approvals to construct and operate the Florida Facilities,
including, without limitation, all authorizations and approvals
required under the Florida Statutes and shall prosecute such

applications with all reasonable diligence;

- (i) ANR Southern shall exert commercially reasonable efforts to
obtain all necessary authorizations and approvals required
under the Florida Statutes for a Florida Gas Tariff consistent
in all material respects with Exhibit A, that authorizes ANR
Southern to provide to Shipper the FT Service at the rates set
out in Section 2 above, or such other mutually acceptable

19
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rates, and providing for the assignment of firm capacity held

by Shipper on the Florida Facilities to third parties as set forth

in Exhibit A;

In the event that ANR Southern enters into a precedent
agreement or service agreement to provide comparable service
to similarly situated shippers for ultimate ccnsumption of
natural gas within the State of Florida through the Florida
Facilities prior to the initial in service date of the Florida
Facilities, on terms more favorable (in the reasonable
judgment of ANR Southern to be exercised in good faith) than
the initial rates and material terms and conditions of service
applicable to Shipper provided for in this Agreement and the
Service Agreement (the "Third Party Service"), ANR
Southern shall promptly so notify Shipper, including in such
notice an abstract of the initial rates and material terms and
conditions of service applicable to Shipper related to the Third
Party Service; provided, however, this provision shall in no
way require ANR Southern to breach any confidentiality
provision in any other precedent agreement. Shipper shall
have the right, exercisable by notice to ANR Southern within
thirty (30) days of receipt of ANR Southern's notice of such
terms, to require that this Agreement and the Service
Agreement be amended to include the initial rate and all

material terms and conditions of service applicable to Shipper

20
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in the respective contract related to the Third Party Service.

Such amendment shall continue to be effective for a term
coextensive with such Third Party Service. Except as
specifically amended pursuant to this Section, the terms and
conditions of this Precedent Agreement and the Service
Agrecmmtsmllremaininef.‘ect,andintheevmtthnme
term of such amendment expires prior to the term of the FT
Service pursuant to this Precedent Agreement and the Service
Agreement, after the expiration of such amendment, all of the
terms and provisions of th's Precedent Agreement and the
Service Agreement shall be effective for the remaining term
of the FT Service. Shipper shall not be entitled to select less
than the initial rate and all of the material terms and
conditions of service applicable to Shipper contained in the
abstract. The rights of Shipper under this Section 6.a.(iv)
shall become effective, if and only to the extent that, such
other precedent agreement or service agreement provides for
comparable service to similarly situated shippers. In the event
that the Third Party Service does not commence, for whatever
l:eason, the rate, terms and conditions of this Precedent
Agreement and the Service Agreement originally agreed to by
the Parties shall apply to the FT Service; and

ANR Southern shall provide two (2) years prior written notice

to Shipper as to the expected in-service date of that portion of
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the Florida Facilities that will transport Shipper’s Anclote Gas
Supply and will provide Shipper quarterly written progress
reports, after the date of such notice, concerning the status o<

construction of such portion of the Florida Facilities.

Upon the execution of this Agreement by the Parties, Shipper agrees that Shipper

shall affirmatively support all governmental and regulatory authorizations and

approvals sought by ANR Southern under the Florida Statutes for the construction

and operation of the Florida Facilities required to transport Shipper’s Anclote Gas

Supply, First Polk County Gas Supply and Second Polk County Gas Supply, and

shall take all actions consistent with Shipper’s interests to assist ANR Southern

in securing such govemnmental and regulatory authorizations.

Upon the execution of this Agreement by the Parties, ANR Southern and Shipper

agree that under the circumstances described in the second sentence of Section 4.

hereof, the following provisions shall apply:

@

In the event Shipper is unable to obtain the regulatory or
environmental authorizations necessary to proceed with the
construction of Shipper’s first and second power generation
units at its Polk County site, Shipper shall offer to ANR
Southern the right to contract for FT Service at the rate then
applicable under Section 2 hereof for the natural gas supply
for all of the gas fired electric power generation units to be

constructed by Shipper in Shipper’s service area, up to an

22



(ii)

FPSC Docket No. 920807-GP
Exhibit No. »  WUTP-3)

aggregate MDQ of 90,000 MMBtus. In the event Shipper

obtains the necessary regulatory and environmental
authorizations for one but not both of such first and second
power generation units, Shipper shall offer to ANR Southern
the right to contract for FT Service at the rate then applicable
under Section 2 hereof for an aggregate MDQ of up to 45,000
MMBtus. As applicable, the MDQs of 90,000 MMBtus or
45,000 MMBtus described in the immediately preceding
sentences of this Section 6.c. shall hereinafter be referred to
as the "Replacement Gas Supply”. Each offer by Shipper shall
be made in writing and shall describe in reasonable detail the
location of the proposed electric power generation unit or
units, the MDQ of FT Service required and any other

information pertinent to the nature and extent of such service.

Within thirty (30) days after receipt by ANR Southem of any
offer by Shipper to contract for FT Service for all or a portion
of the Replacement Gas Supply, ANR Southern shall
determine, in the exercise of its good faith judgement, whether
providing Shipper FT Service for the MDQ of Replacement
Gas Supply over the term offered by Shipper and pursuant to
the terms and provisions of this Agreement or upon some
other terms and conditions will provide economic benefits to

ANR Southern, which are reasonably sufficient to ANR



(i)

(v)
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Southern in the exercise of its good faith judgment, and shall

so notify Shipper.

If ANR Southern determines that contracting with Shipper to
provide FT Service for the offered Replacement Gas Supply
on the terms and provisions of this Agreement or some other
terms and conditions will provide economic benefits to ANR
Southem, which are reasonably sufficient to ANR Southern in
its sole discretion, ANR Southern shall notify Shipper in
writing as to the specific term and conditions under which it
is willing to provide the FT Service required by Shipper and
the Parties shall negotiate in good faith with respect to a
service agreement for the FT Service, but neither Party shall
be required to enter into a contract for such FT' Service except

upon mutually agreeable terms and conditions.

Shipper shall be obligated to continue to offer to contract with
ANR Southern to provide FT Service pursuant to Section
6.c.(i)-(iii) above until the Parties have entered into service
igree:nmtseovu'ingMDQsot'gasatlﬂstequaltothe
applicable Replacement Gas Supply, after which the
obligations of the Parties under this Section 6.c. shall be

deemed fully satisfied.
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7. Expansion of the Florida Facilities. ANR Southern and Shipper agree as follows

with respect to the future expansion of the Flonda Facilities:

a. In the event that Shipper shall require firm transportation service in
addition to the FT Service provided for in Section 1. above (the
"Additional FT Service") for an additional supply or supplies of natural
gas to fuel Shipper’s future gas requirements, Shipper shall, with respect
to MDQs of Additional FT Service up to an aggregate MDQ of 300,000
MMBtus (inclusive of the MDQs of FT Service provided for under
Sections 1. and 6.c. hereof) and Shipper may, with respect to any MDQs
of Additional FT Service in excess of an aggregate MDQ of 300,000
MMBtus, tender a written offer to ANR Southern to contract for such
Additional FT Service (including the amount of Additional FT Service
required and supporting information in reasonable detail). If ANR
Southern accepts such offer, ANR Southern shall provide such Additional
FT Service pursuant to its then effective tariff, rate schedule or Service
Agreement, as applicable. ANR Southern shall notify Shipper as to
whether or not it accepts such offer to provide the Additional FT Service
described in Shipper’s offer within thirty (30) days after receipt of such
offer.

b. If ANR Southern determines that the Florida Facilities do not have the
capacity to provide the Additional FT Service for which Shipper has
offered to contract with ANR Southern, as promptly as practicable, ANR
Southern shall determine the cost of expanding the Florida Facilities in
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order to provide capacity (the " Additional Facilities") tor the Additional

FT Service and the rates applicable to Service over the Additional

Facilities and provide such information to Shipper together with ANR
Southern’s decision as to whether or not ANR Southern will construct and

operate the Additional Facilities and provide the Additional FT Service.

If ANR Southern is willing to construct and operate the Additional
Facilities and provide to Shipper the Additional FT Service, Shipper shall
have sixty (60) days from the date of its receipt of notification of such fact
by ANR Southemn to commence negotiations for a formal agreement with

respect t0 such Additional FT Service.

If ANR Southem is not willing to construct and operate the Additional
Facilities and provide the Additional FT Service to Shipper, or if the
Parties are unable to agree upon the terms and provisions of a service
agreement with respect to such Additional FT Service, Shipper may elect,
within sixty (60) days of receipt of notification of ANR Southern’s
unwillingness to construct the Additional Facilities or of the Shipper's
notice to ANR Southern of the termination of negotiations for a service
agreement, (f) to pay the cost of constructing the Additional Facilities
(which shall be owned by Shipper but operated and maintained by ANR
Southern or its nominee pursuant to a mutually acceptable operation and
maintenance agreement) or (ii) agree to pay the otherwise applicable rate
plus the incremental rate designed to recover all costs associated with the
Additional Facilities. If Shipper exercises such election so that Additional
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Facilities are constructed, ANR Southern shall negotiate with Shipper in

good faith for formal agreements with respect t0 FT Service over such
Additional Facilities and the incremental rate for such FT Service, or the
operation and maintenance of such Additional Facilities and the
incremental rate and for such FT Service, as the case may be; provided,
however, in the event the Parties are unable to agree upon the terms of
service applicable to the construction of the Additional Facilities by ANR
Southern, Shipper shall have the right to proceed under the provisions of
the clause (i) of the first sentence of this Section 7.d.

ANRSouthcrnandShipperagmetocoopemcwimandassi:tmanotha
for the purpose of obtaining any governmental and regulatory
authorizations and approvals for the construction, operation and
maintenance of the Additional Facilities and the use thereof for the

purpose of providing Shipper with the Additional FT Service.

Interruptible Transportation Service. Concurrent with the execution of a

Service Agreement for FT Service pursuant to this Agreement, ANR Southern and Shipper shall

execute and deliver an interruptible transportation service agreement in a form mutually agreed

upon by the Parties, including provisions equivalent to those set out below. The interruptible

transportation service agreement between ANR Southern and Shipper shall provide that at any

time interruptible transportation service is available on the Florida Facilities, Shipper shall be

entitled to, and ANR Southem shall offer, a proportionate share of the interruptible

transportation capacity ivailable as expressed by a fraction, the numerator of which is Shipper’s

WﬁmMDQ'snpmvidediniuSuﬁceAgmcmmtmduwdmonﬂmmrofwhidlis
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afviee over the Flonda Facilities. Shipper shall advise

the aggregate firm MDQs for all V1 ¥

ANR Southern whether or ot (I (I (0 [eceive all or any portion of such interruptible

transportation service offered. I, aivd anly 1, ANR Southern fails to offer such interruptible

capacity to Shipper as provided | Uhix Rewiion B, and such interruptible capacity is used to

provide interruptible transporfativi ! vige (0 similarly situated shippers through the Florida

Facilities for ultimate consumptivh W ##4 Within the State of Florida, and Shipper does not have

actual or constructive knowledge of I\ avatlability of interruptible transportation capacity, then

ANR Southern’s transportation chati® i Mhipper for firm service rendered pursuant to this

Agreement during the period *ich epitile (ransportation capacity was not made available

to Shipper shall be equal to the [WW#H welghied average transportation rate including rates for

interruptible service paid by such NIIAY diluated shipper mu tiplied by Shipper’s MDQ as

provided in this Agreement.

In the event that ANR Suniieii pillers into a precedent agreement or service agreement

to provide comparable interruptibié {aisprtation service to similarly situated shippers for

ultimate consumption of natural gas WY (I Ntate of Florida, at rates more favorable than the

(SIS PuFsant to the preceding paragraph, such rates shall

and term of service set forth in such precedent

rates offered to Shipper by ANR §\

be offered to Shipper with respect i I virliines

agreement or service ag pnt, A% APPIEALIE, with such similarly situated shipper. Shipper

shall not be entitled to such rate whless Nhipper transports the natural gas for its ultimate
consumption within the State of FloHid

9. Termigation. This Apreeient sl become effective when executed by both ANR

Southern and Shipper, anc shall 1A offeot as provided in Section 1, unless and until
terminated as hereinafter provided

L
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In the event that any of the conditions set forth in Section §.b. of this

Agreement have not been fulfilled or waived by the required date as may
be modified by Section 5.c., then Shipper may terminate this Agreement
by giving written notice to ANR Southern not later than five (5) business
days after the nonoccurrence of such condition by the required date, and
this Agreement shall terminate upon the expiration of sixty (60) days from
the receipt of such notice, unless within suci, period such condition has
been fulfilled or has been waived by Shipper in writing.

In the event that the conditions set forth in Sections 5.a.(i) or Section
5.a.(iil) of this Agreement have not been fulfilled or waived by the
required date, then ANR Southern may terminate this Agreement by
giving written notice to Shipper not later than five (5) business days after
the non-occurrence of any such condition by the required date, and this
Agreement shall terminate upon the expiration of sixty (60) days from the
receipt of such notice, unless within such period such condition has been

fulfilled or has been waived by ANR Southern in writing.

In the event that the conditions set forth in Section 5.a. (ii) or Section 5.b.
(iii) of this Agreement have not been fulfilled or waived by the required
date, as may be modified by Section 5.c. or Section 5.d., as applicable,
then ANR Southern or Shipper, as the case may be, may terminate this

Agreement pursuant to Section 5.d.
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10. Assignment. This Agreement shall be binding upon ANR Southern, Shipper and

their successors and assigns; provided, however, neither Party shall assign this Agreement or
any rights or obligations hereunder without first obtaining the written consent of the other Party
(which consent shall not be unreasonably withheld or delayed) and any regulatory authorizations
reasonably deemed necessary by ANR Southern, unless such assignment is to an Affiliate of such
Party desiring to make assignment; provided, however, any assignment by Shipper to an
Affiliate of Shipper shall not relieve Shipper of any obligations, liabilities and responsibilities
under this Agreement. Nothing contained herein shall prevent either Party from pledging,
mortgaging or assigning its rights as security for its indebtedness and either Party may assign
to the pledgee or mortgagee (or to a trustee for a holder of such indebtedness) any monies due
or to become due under any Service Agreements. For purposes of this Agreement, the term
"Affiliate” shall mean when used with respect to an entity, any other entity (i) which directly
or indirectly (through one or more intermediaries) controls, or is controlled by, or is under
common control with, such first mentioned person or entity or (ii) which beneficially owns,
holds or controls fifty percent (50%) or more of the interest of such first mentioned entity. The
term "control” means the possession, either directly or indirectly, of the power to direct or cause
the direction of the management policies of an entity, whether through ownership of stock, as

general partner, by contract or credit arrangement or otherwise.

11.  Modification or Waiver. No modification or waiver of the terms and provisions

of this Agreement shall be made except by the execution by the Parties of a written amendment
to this Agreement.

12. Notices. All notices, requests, demands, instructions and other communications

required or permitted to be given hereunder shall be in writing and shall be delivered personally
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or mailed by certified mail, postage prepaid and return receipt requested or by telex or

telecopier, as follows:
If to ANR Southem:
ANR Southern Pipeline Company
Coastal Tower
Nine Greenway Plaza
Houston, Texas 77046

Attention: Mr. E. J. Burgin
Telephone No. (713) 877-3388

Facsimile No. (713) 877-3714
If to Shipper:
Florida Power Corporation
P.O. Box 14042
St. Petersburg, Florida 33733
Attention: Mr. Stephen Watsey, C.P.M.
Telephone No. (813) 866-4382
Facsimile No. (813) 866-4941
or to such other place within the United States of America as either Party may designate as to
itself by written notice to the other. All notices given by personal delivery or mail shall be
effective on the date of actual receipt at the appropriate address. Notice given by telex or
telecopier shall be effective upon actual receipt if received during recipient’s normal business
hours or at the beginning of the next business day after receipt if received after the recipient’s

normal business hours.

13. Limitation of Liability. Shipper agrees that any liability relating to and any and all
claims against ANR Southern shall be limited to the assets of ANR Southern, and Shipper

waives its rights to proceed against any of ANR Southern’s Affiliates.
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Execution of this Agreement does not bind any Affiliate of ANR Southern or require any

Affiliate to undertake any obligation in connection with this Agreement. Shipper and ANR
Southern agree that neither party shall be liable to the other for incidental, consequential or

indirect damages under this Agreement, whether arising in contract, tort or otherwise.

14. No Third Party Rights or Obligations. This Agreement shall not create any rights

in third parties, and no provision hereof shall be construed as creating any obligations for the

benefit of, or rights in favor of, any person or entity other than ANR Southern and Shipper.

15. Survival. All of the terms and provisions of this Agreement shall survive the
execution by the Parties of a Service Agreement, except those terms and provisions hereof that

are inconsistent with the terms and provisions of such Service Agreement.

16. Goveming Law. THE CONSTRUCTION, INTERPRETATION, AND
ENFORCEMENT OF THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF
THE STATE OF FLORIDA, EXCLUDING ANY CONFLICT OF LAW RULE WHICH

WOULD REFER ANY MATTER TO THE LAWS OF A JURISDICTION OTHER THAN
THE STATE OF FLORIDA.

17. Counterpart Execution. This Agreement may be executed by the Parties in any
number of counterparts, each of which shall be deemed an original instrument, but all of which

shall constitute but one and the same agreement.

18. Parial Invalidity. Except as otherwise expressly stated herein, in the event any
provision contained in this Agreement shall for any reason be held invalid, illegal or
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————=or regulatory agency of competent jurisdiction by reason of a statutory

———a invalidity, illegality or unenforceability shall not affect the remaining

—— —==ment.

—=v. Except as provided hereinbelow, neither ANR Southern nor Shipper,
—Tates, directors, officers, and employees, advisors and representatives
—=="ird party the terms and conditions of this Agreement, including the
—=====mts set forth on tiie Exhibits, without the other Party’s written consent
—= -x nrovision shall not apply to such disclosures tiat, in the opinion of
==—xmer’s counsel, as the case may be, are required by state or federal laws,
—===wnich case, the Party making such disclosure shall advise the other Party
=====_.r requested by the other Party, shall use every effort to maintain the
==———zreement, including, without limitation, seeking a protective order). The
—=—=mamon pertaining to this Agreement within ANR Southern’s or Shipper's
—==—ncuding Affiliates) and within the organization of any third party to
==—monized by ANR Southern or Shipper shall be limited to such personnel
====mr review or counsel with respect to this Agreement and the Party

——=== shall instruct such personnel to maintain the confidentiality of this

—
——

=y Status. The Parties hereby acknowledge that this Agreement
=== —mects, that the Florida Facilities will be constructed, operated and
—===mmvipeline exempt from the regulatory jurisdiction of FERC pursuant to
=== In the event that ANR Southern should, for any reason, lose, become

—mwe7il to qualify for the Hinshaw Exemption, then ANR Southern and
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Shipper nevertheless agree to (i) remain bound by the terms and conditions of this Agreement,

and (ii) negotiate in good faith any revisions to this Agreement made necessary by ANR

Southern’s change in regulatory status.

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed

in multiple originals by their duly authorized officers as of the date first written above.

ANR SOUTHERN PIPELINE COMPANY

sy: A Al 87&0@7

FLORIDA POWER CORPORATION

Wlﬁi_
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PRECEDENT AGREEMENT

This Precedent Agreement ("Agreement"), made this _g_*“day of April 1993, by and
between FLORIDA POWER CORPORATION, a Florida corporation ("Shipper") and ANR
SOUTHERN PIPELINE COMPANY , @ Delaware corporation (ANR Southern”) (hereinafter

shipper and ANR Southern are sometimes referred to individually as a "Party” or collectively
as the "Parties”).

WITNESSETH:

WHEREAS, ANR Southern intends to design, construct, own and operate a natural gas
pipeline (the "ANR Southern Interstate Facilities”) that extends from a point near Pascagoula,
Mississippi to an interconnection in the state of Florida with the proposed intrastate facilities

which ANR Southern intends to construct, own and operate within the state of Florida;

WHEREAS, ANR Southern plans to design, construct, own, and operate a natural gas
pipeline and appurtenant facilities (the " Florida Facilities") for the transportation of natural gas
within the state of Florida, which Florida Facilities shall extend from the interconnection with

the ANR Southern Interstate Facilities in Florida to various locations within the state of Florida;

and

WHEREAS, Sh.pper desires to receive firm transportation service (the "ET Service") on

and across the ANR Southem Interstate Facilities pursuant to the terms of the Service Agreement
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(defined below) and the gas tariff for the ANR Southern Interstate Facilities to be filed with the

Federal Energy Regulatory Commission or successor agency ("FERC") in substantially the same
form and substance as the Pro Forma Tariff (the *ANR Southern Gas Tariff") attached hereto

as Exhibit A.

NOW THEREFORE, in consideration of the mutual covenants and agreements contained

herein, shipper and ANR Southern agree as follows:

1. Eirm Service Obligation. Subject to the terms and conditions of this Agreement,
and terms and conditions which may be imposed by the FERC, ANR Southern hereby agrees

to provide to Shipper FT service through the ANR Southern Interstate Facilities as follows:

a. FT Service for a maximum daily quantity ("MDQ") of 100,000 MMBtus
on a year-round basis ("Shipper’s Primary Anclote Supply"), for delivery
to the Florida Facilities for ultimate delivery to Shipper's Anclote Plant
located in Pasco County, Florida, commencing on the later of (i) February
I, 1995, or (ii) the date the ANR Southern Interstate Facilities and any
required downstream facilities are capable of providing such transportation
service on a firm daily basis (the "Primary FT Service").

b.  Additional FT Service (the "Flexible FT Service") for an MDQ of 20,000
MMBtus on a year-round basis, for delivery to the Florida Facilities for
ultimate delivery to Shipper’s Anclote Plant commencing on the date the
ANR Southem Interstate Facilities and any required downstream facilities

are capable of providing FT Service for Shipper’s Primary Anclote Gas
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Supply on a firm daily basis, subject to flexible nominations by Shipper

as follows:

(D

(2

Shipper shall have the right to tender to ANR Southern for FT
Service on a daily basis during the months of October, November,
December, January, February, March and April (the "Winter
Season”), on a daily quantity oi natural gas of between zero
MMBtu and 40,000 MMBtus per day, so long as the aggregate of
such daily tenders during the Winter Season does not exceed the

product of 20,000 MMBtus and the number of days in the Winter

Season (the "Winter Contract Quantity”); and

if Shipper has, during the Winter Season, tendered to ANR
Southern less than the Winter Contract Quantity, ANR Southern
agrees 10 accept tenders by Shipper for FT Service of the balance
of the Winter Contract Quantity, subject to the limitations set out
in (i) and (ii) below, and to credit against the rate appiicable to
such FT Service the rate paid by Shipper on account of the unused
Winter Contract Quantity:

@  during the month of May (in addition to tenders by Shipper
of not less than 120,000 MMBtus per day, not less than
165,000 MMBtus per day commencing with the in-service
date of FT Service for Shipper’s First Polk County Gas
Supply, and not less than 210,000 MMBtus per day

commencing with the in-service date of FT Service for



FPSC Docket No. 920807-GP
Exhibit No. > WTP-4)

Shipper’s Second Polk County Gas Supply) on a pro rata

basis with tenders by other shippers for interruptible

transportation service; and

(ii) during the months of June, July, August and September (in
addition to tenders by Shipper of not less than 120,000
MMBtus per day, not less than 165,000 MMBtus per day
commencing with the in-service date of FT Service for
Shipper’s First Polk County Gas Supply, and not less than
210,000 MMBtus per day commencing with the in-service
date of FT Service for Shipper’s Second Polk County Gas
Supply) to the extent capacity sufficient to accommodate
the transportation of such additional tenders is available
after accommodating all other firm and interruptible tenders

on the ANR Southern Interstate Facilities.

Additional FT Service during the months of May, June, July, August and
September (the "Summer Season®) for an MDQ of 20,000 MMBtus, for delivery
to the Florida Facilities for ultimate delivery to Shipper’s Anclote Plant
commencing on the date the ANR Southern Interstate Facilities and any required
downstream facilities are capable of providing FT Service for Shipper’s Primary
Anclote Gas Supply on a firm daily basis (the "Summer FT Service").
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d. Transportation of an additional MDQ of 45,000 MMBtus ("Shippers's First Polk

M_SW") for delivery to the Florida Facilities for ultimate delivery

to Shipper’s first power generation unit to be constructed at its Polk County site,

commencing on the later of August 1, 1998 or the date the ANR Southern
Interstate Facilities and any upstream and downstream facilities are capable of

providing such FT Service on a firm basis; and

e. Transportation of an additional MDQ of 45,000 MMBtus ("Shipper’s Second Polk
County Gas Suoply") for delivery to the Florida Facilities for ultimate delivery
to Shipper’s second power generation unit to be constructed at its Polk County
site, commencing on the later of August 1, 1999 or the date the ANR Southern
Interstate Facilities and any required upstream and downstream facilities are

capable of providing such FT Service on a firm basis.

The MDQs identified in paragraphs a. through e. above are hereinafter referred to
collectively as "Shipper’s Gas Supply". The later of (1) and (ii) in paragraph a., August 1, 1998
in paragraph d. and August 1, 1999 in paragraph e. above, are hereinafter referred to as the
"Commencement Date" for the particular FT Service described in each such paragraph.

The initial term of the FT Service described in paragraphs a., b., d. and e. above shall
be twenty-five (25) years from the Commencement Date of FT Service for Shipper’s Anclote
Gas Supply (the "Initial Term"). Shipper shall have the right to extend the term of this
Agreement as to each FT Service described in paragraphs a., b., d. and e. above for one or
more periods of ten (10) ycars at ANR Southern’s then applicable maximum lawful rate (any
wchpuiodbdnghnminaﬂe:mfuredmun'wm') beyond the expiration of the
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[nitial Term (or any Secondary Term) thereof by providing ANR Southern with written notice
of the exercise of such right not less than two (2) years prior to the expiration of the Initial Term
thereof (or any Secondary Term for which this Agreement has been previously extended).
Unless Shipper elects to extend the term of this Agreement with respect to a particular FT
Service described in paragraphs a., b., d. and e. as provided above, the Initial Term thereof (and
any Secondary Term thereof for which Shipper has previously elected to extend the term of this
Agreement) shall be automatically extended from year to year after its expiration; provided,
however, either Party may te.minate this Agreement with respect to a particular FT Service
described in paragraphs a., b. or d. above by providing written notice to the other Party at least
one (1) year prior to the expiration of either (i) the Initial Term thereof or (ii) any Secondary

Term thereof, or any anniversary date of either.

The initial term of the Summer FT Service shall be ten (10) years from the
Commencement Date thereof (the "Initial Summer Term"). The Initial Summer Term shall be
automatically extended from year to year thereafter unless ANR Southern terminates this
Agreement with respect to the Summer FT Service by providing written notice to Shipper, at
least one (1) year prior to the expiration of the Initial Summer Term or any anniversary thereof,
that there is insufficient capacity in the Florida Facilities or the ANR Southern Interstate
Facilities to permit the continuation of the Summer FT Service. In the event ANR Southern
gives notice of termination of this Agreement with respect to the Summer FT Service, as
aforesaid, Shipper’s Flexible FT Service shall be automatically converted to Primary FT Service
at the same MDQ level, and Shipper shall have the right to convert the Summer FT Service to
Primary FT Service and extend the term of this Agreement with respect to such converted
Summer FT Service beyond the expiration of the Initial Summer Term (or any anniversary

thereof) for a period coextensive with the Initial Term of the FT Service provided for in




FPSC Docket No. 920807-GP
Exhibit No. . WTP-4)

paragraphs a., b., d. and e. above (any such period being hereinafter referred to as a “Secondary

Term") at ANR Southern’s then applicable maximum lawful rate, subject to Section 2.c., by
providing ANR Southern with written notice of the exercise of such right within ninety (90) days
following Shipper’s receipt of ANR Southern’s notice of termination with respect to the Summer
FT Service, in which case the provisions set forth above with respect to the term extensions and
termination of this Agreement with respect to the FT Service described in paragraphs a., b.,
d.and e. above shall thereafter be applicable. Unless Shipper exercises its conversion right with
respect to the Summer FT Service, such FT Service shall terminate at the expiration of the one
year notice period.

All of the increments of FT Service set out in subsections a., b., c., d. and e. of this
Section | shall be provided: (i) pursuant to the terms and provisions of this Agreement and (ii)
pursuant to a service agreement substantially in the form of the service agreement contained in
Exhibit "A" (the "Service Agreement”). There shall be added to the MDQ for each increment
of Shipper’s FT Service additional capacity sufficient to transport additional quantities of gas
required by ANR Southern as fuel and lost and unaccounted for gas related to each such
increment of FT Service. Shipper’s FT Service shall be from the points of receipt on the ANR
Southern Interstate Facilities to the points of delivery, which points of receipt and points of
delivery are specified in Exhibit "B" attached hereto. Shipper shall have the right, in its sole
discretion, to nominate all or any portion of the aggregate of the MDQ’s described in paragraphs
a, b., c., d., and e. of this Section 1. for delivery at any point or points of delivery specified
inExhibithumnnlwﬂlenonmnﬁmpmcedumappﬁcabletomcFTSewiccinANR
Southern’s Gas Tariff; provided that, subject to the provisions set forth above with respect to
the Flexible FT Service, any nominated quantity above Shipper’s firm MDQ (plus gas used for
fuel and lost and unaccounted for gas) applicable to the nominated delivery point shall not have

a priority of service over any firm service for other shippers at such delivery point, but will have
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priority over interruptible transportation service at that delivery point. Upon the request of
Shipper pursuant to the nomination procedures applicable to FT Service in the then effective
ANR Southern Gas Tariff, ANR Southern shall deliver to the Florida Facilities a minimum of
eighty-five percent (85%) of shippers’s MDQ during any fourteen (14) consecutive hour period
during any twenty-four (24) hour period; provided, however, that such fourteen (14) hour
periods on consecutive days will be separated by not less than ten (10) hours. ANR Southern’s
obligation to provide such fourteen (14) hour service is subject to receipt of sufficient gas
supplies for Shipper’s account, and to force majeure or other capacity curtailments in accord
with ANR Southern's Gas Tariff.

2. Rates. For purposes of this Agreement, the following

terms shall have the meanings set forth below:

"Contract Year" shall mean each twelve (12) month period beginning on the date

described in Section 1.a. or any anniversary date thereof.

"Currently Effective Rate Per MMBtu*® shall mean for each of ANR Southern
Interstate Facilities and the Florida Facilities, the rate applicable to FT service for

Shipper, from time to time.

"GNP Price Deflator® shall mean the GNP implicit price deflator computed and
published by the United states Department of Commerce, Bureau of Economic
Analysis in the "Survey of Current Business®, or such successor index as the
United States Department of Commerce or successor agency or department shall

develop as a replacement index.
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"Rate” or Rates” (whether the initial letter is capitalized or not) shall mean the
unit rates directly attributeble to any transportation service provided by ANR
Southern to Shipper under this Agreement, and shall not include fuel, lost and
unaccounted for gas, Annual Charge Adjustment ("ACA"), Gas Research Institute

("GRI") or other generally applicable surcharges required to be charged and
collected.

Subject to the terms and conditions of this Agreement and the Service Agreement, and
to such terms and conditions which may be imposed by the FERC, ANR Southern shall provide

the FT Service, and Shipper shall pay for the FT Service, as follows:

a. Subject to Section 2.b. and Section 2.c., Shipper shall pay an un!u.lme
for the FT Service expressed herein as a unit rate of not more than 14.8¢
per MMBtu, which shall be initially adjusted to reflect actual final costs
of constructing the ANR Southern Interstate Facilities and which may be
subsequently adjusted from time to time pursuant to FERC ratemaking
procedures.

b. Shipper shall not be required to pay any amount attributable to the rates
for the FT ébrﬁce in excess of the maximum applicable effective rate
provided for in ANR Southern’s rate schedule applicable to the FT Service
included in ANR Southern’s FERC Gas Tariff, as that rate may be on file

from time to time.
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Shipper shall not be required to pay an amount for both FT Service on the
ANR Southern Interstate Facilities and firm transportation service through
the Florida Facilities (sometimes hereinafter individually or collectively
referred to as the "pipeline” or "pipelines”) for transportation of Shipper’s
gas supplies to the delivery points on the Florida Facilities in excess of the
amounts set out in or calculated according o the following provisions of
this Section 2.c. (the "Aggregate Rate Cap®). The Aggregate Rate Cap
for the first Contract Year, expressed herein as a unit rate, shall be not
more tnan 71.8 ¢ per MMBtu. For each subsequent Contract Year the

Aggregate Rate Cap shall be defined as and shall be recalculated by:

(1) multiplying the Aggregate Rate Cap for the prior Contract Year by

forty-five percent (45%);

(i)  subtracting the product of Section 2.c.(i) from the Aggregate Rate

Cap for the prior Contract Year;

(i)  multiplying the product of section 2.c.(i) by the lesser of (x) a
fraction the numerator of which is the GNP Price Deflator for the
calenélar quarter immediately preceding such Contract Year and the
denominator of which is the GNP Price Deflator for the
corresponding calendar quarter of the immediately preceding
Contract Year, or (y) 1.04; and
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(iv)  adding the product derived pursuant to Section 2.c.(iii) and the

remainder derived pursuant to section 2.c. (ii).

Notwithstanding the foregoing calculations, ANR Southern agrees that during
the first twenty (20) years of the Initial Term, the Aggregate Rate Cap shall
never exceed 84.0 ¢ per MMBtu. If at any time during the term of the
Service Agreement the sum of the Currently Effective Rates per MMBtu
applicable to the ANR Southern Interstate Facilities and the rates currently
applicable to Shipper’s FT Service through the Florida Facilities (hereinafter
the "Aggregate Rate") exceeds the Aggregate Rate Cap (the difference
between the Aggregate Rate and the Aggregate Rate Cap being hereinafter
referred (o0 as the "Excess Rate"), then the Apggregate Rate shall be reduced

by an amount equal to the Excess Rate.

In addition to the rate provided for under Section 2.a. above, Shipper will
compensate ANR Southemn for any other charges applicable to Shipper under
the then effective rate schedule applicable to the FT Service plus the actual
amounts of natural gas used for fuel and lost and unaccounted for gas:
provided, however, that in no event shall Shipper be required to provide
compensazion for fuel and lost and unaccounted for gas applicable to the
ANR Southern Interstate Facilities and the Florida Facilities, in the
aggregate, in an amount in excess of one and one-half percent (1.5%) of
Shipper’s MDQs at the delivery points specified in Exhibit B. However, in
the event the Florida Facilities or the ANR Southern Interstate Facilities are

expanded in the future such that it results in greater fuel usage than the
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combined 1.5% cap but combined lower rates, then the 1.5% fuel cap will
be permitted an upward adjustment to actual usage so long as the overall
impact is to keep the combined cost (rate plus fuel) less than or equal to the

combined cost prior to system expansion.

e. Subject to the limitations in this Section 2., ANR Southern shall have the
unilateral right to file for changes in its maximum rates or any other
provisions in its FERC Gas Tariff and the Service Agreement including, but
not limiter! to, provisions relating to compensation for fuel and lost and
unaccounted for gas applicable to the service hereunder, and such changes
shall be effective and applicable, subject to refund as determined by the
FERC, after the required notice or at the end of any suspension period
ordered by the FERC, and such maximum rates plus any provision for fuel
and lost and unaccounted for gas shall be effective under the Service
Agreement. Notwithstanding the foregoing, shipper shall have the right to
intervene and protest any such rate filing by ANR Southern with respect to
changes in ANR Southern’s maximum rates, terms and conditions of service

or any other provision in its currently effective gas tariff.

3. Terms of Service. 5ubjecttothetcrmsandoondiﬁmsofﬂxiu\grwmt,ANR
Southern agrees to provide the FT Service on substantially the same terms and conditions as

those set forth in the Service Agreement and the ANR Southern Gas Tariff attached hereto as
Exhibit A.

12
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4, Execution of Service Agreement. Concurrently with the fulfillment or waiver of

all of the Conditions Precedent set forth below in Section 5, ANR Southern and Shipper shall

execute and deliver the Service Agreement, to be effective as of the Commencement Date.
Shipper shall become liable for payment of reservation charges with respect to each increment
of service under the Service Agreement on the dates described in Section 1. above, except that
with respect to the increments of service described in Sections 1.d. and l.e. above, in the event
Shipper is unable to obtain the regulatory or environmental authorizations necessary to proceed
with the construction of either or both of Shipper’s proposed first and second power generation
units at Shipper’s Polk Covaty site by the earlier of August 31, 1994 or fifteen (15) days prior
to the scheduled vote of ANR Southern’s Board of Directors on either (i) construction of the
ANR Southern Interstate Facilities or (ii) acceptance of the term sheet with respect to financing
construction of the ANR Southern Interstate Facilities, Shipper shall not be liable for the
payment of reservation charges for FT Service for either or both of such increments of wﬁm,

as the case may be, and ANR Southern and shipper shall have the respective obligations set forth

in Section 6.c. hereof.

5. Conditions Precedent.

a. The obligation of ANR Southermn to provide FT Service to Shipper in
accordance with the terms of this Agreement and the Service Agreement is
subject to the fulfillment, or waiver by ANR Southern, of each of the

following conditions:

() On or before August 1, 1993, ANR Southern shall have received

executed precedent agreements in which shippers agree, on the
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iniial in-service date of the ANR Southern Interstate Facilities, to

pay for firm transportation service through the ANR Southern
Interstate Facilities under service agreements having a maximum

daily quantity, in the aggregate, equal to at least 324,500 MMBtus;

On or before October 1, 1995, all of the Conditions Precedent in
section 5 of the Precedent Agreement by and between Shipper and
ANR Southem for transportation on the Florida Facilities shall

have been fulfilled or waived by the appropriate party;

On or before March 1, 1995, ANR Southern shall have been
iesued and shall have accepted all regulatory authorizations and
approvals required by the FERC and all other necessary
authorizations and approvals from federal, state, local, and/or
municipal agencies, to construct, own and operate the ANR
Southern Interstate Facilities and provide Shipper FT service
consistent with the terms of this Agreement, except those
authorizations and approvals normally obtained after the FERC
authorizations and approvals have been issued and accepted, and
allw}:hautborinﬁomandapprovahsha]lhavcbeoomﬁnaland

subject to no further appeal; and

On or before October 1, 1995, the Board of Directors of ANR
Southern shall have voted to construct the ANR Southemn Interstate

Facilities and perform the services contemplated by this
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Agreement, and ANR Southern shall have accepted a term sheet

with respect to, and have obtained a commitment for the financing
of, the construction of the ANR Southern Interstate Facilities in
such amount and on such terms and conditions as are acceptable

to ANR Southern.

b. The obligation of Shipper to accept and pay for the FT Service in accordance

with the terms of this Agreement and the Service Agreement is subject to the

fulfillmewt, or waiver by shipper, of the following conditions:

1)

(i)

(iii)

Each of the Conditions Precedent in Section 5 of the Precedent
Agreement by and between shipper and ANR Southern for
transportation on the Florida Facilities shall have been fulfilled or
waived by the appropriate party by the respective dates set out in

said Section §; and

On or before July 1, 1993, ANR Southern shall have filed with the
FERC an application for authority to construct and operate the
ANR Southem Interstate Facilities and to provide Shipper FT
Service under the terms of this Agreement and the Service

Agreement;

On or before March 1, 1995, ANR Southemn shall have been
issued and shall have accepted all regulatory authorizations and

approvals required by the FERC to construct, own and operate the

15
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ANR Southern Interstate Facilities and offer the transportation

service consistent with the terms of this Agreement, and all such
authorizations and approvals shall have become final and subject

to no further appeal.

(iv) On or before August 1, 1993, ANR Southern shall have received
executed precedent agreements in which shippers agree, on the
initial in-service date of the ANR Southern Interstate Facilities, to
pay for firm transportation service through the ANR Southern
Interstate Facilities under service agreements having a maximum

daily quantity, in the aggregate, equal to at least 324,500 MMBtus;

If any of the Conditions Precedent set out or incorporated by rcfe.rend: in
Section 5.b., as may be extended by Section 5.d., have not been fulfilled or
waived by Shipper (the "Qutstanding Conditions*) thirty (30) days before the
date upon which ANR Southern’s Board of Directors is scheduled to approve
(i) construction of the ANR Southern Interstate Facilities, or (ii) acceptance
of the term sheet with respect to financing construction of the ANR Southern
Interstate Facilities, ANR Southern’'s Board of Directors shall provide
Shipper written ‘notice at such time stating the date that ANR Southern’s
Board of Directors vote is scheduled to be taken. At least fifteen (15) days
prior to such vote of ANR Southern’s Board of Directors, Shipper shall be
required to exercise, in writing, its right to terminate this Agreement or
waive its right to terminate this Agreement with respect to any Outstanding

Conditions. In the event that Shipper chooses not to waive its Outstanding
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Conditions and elects to terminate this Agreement, this Agreement shall

terminate five (5) business days after ANR Southern receives the notice,
unless the Outstanding Conditions have been satisfied or have been waived

by Shipper in writing during such five (5) day period.

With respect to the dates in the Conditions Precedent set forth in Section
5.a.(iii) and Section 5.b.(iii), the Parties contemplate that ANR Southern
shall have been issued and accepted all of the regulatory and environmental
authorizations and approvals required from the FERC to construct, own and
operate the ANR Southern Interstate Facilities and offer the transportation
service consistent with the terms of this Agreement (the "Regulatory
Authorizations"), and the Parties further contemplate that the Regulatory
Authorizations shall have become final and no longer subject to appeal as of
the dates set forth in Section 5.a.(iii) and Section 5.b.(iii). ANR Southern
agrees to provide shipper a true copy of each and every Regulatory
Authorization received by it with full particulars as to the date of its issuance
andanymazerialprowduraldatuwithmpectthemmaspmmpﬂyas
practicable after its receipt by ANR Southern, but in no event later than three
(3) business days thereafter. The Parties acknowledge and agree that the
Regulatory Authorizations may not be acceptable to ANR Souther and
Shipper, or either ANR Southern or Shipper, or may be judicially challenged
by third parties by rehearing before the FERC or by court appeal
("Third-Party Challenge®). ANR Southern further agrees to provide Shipper
with notice of all such Third Party Challenges, if any, including sich
particulars as the date of filing and any material procedural dates with respect
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thereto as promptly as practicable after receipt of such notice by ANR

Southern, but in no event less than three (3) business days thereafter.

If the Regulatory Authorizations contain any terms or conditions unacceptable
to the Parties, or are subject to unacceptable risks associated with a
Third-Party Challenge that may have a material adverse effect on either
Party, each Party shall advise the other Party of any objections to the terms
and conditions of the Regulatory Authorizations, or any unacceptable risks
associater with any Third-Party Challenge that may have a material adverse
effect on either Party (collectively, the "Objections*®), in writing, as soon as
practicable, but in no event later than fifteen (15) days after receipt by ANR
Southern of the Regulatory Authorizations or notice of any Third-Party
Challenges, as the case may be; provided that in all events Shipper shall have
at least three (3) business days from the date it receives a copy of such
Regulatory Authorizations or notice of Third Party-Challenges to advise ANR
Southern of any Objections thereto Shipper and ANR Southern shall waive
their rights under Section 5.a.(iii) and Section 5.b.(ii), save and except any
reserved Objections; provided, however, no waiver shall be required until all
Regulatory Authorizations have been issued by FERC or the time for
Third-Party Challenge has expired.

If ANR Southern has not accepted the Regulatory Authorizations, or ANR
Southern has accepted the Regulatory Authorizations and there are reserved
Objeclons, prior to the dates set forth in Section 5.a.(iii) and Section
5.b.(iii), the dates specified in Section 5.a.(iii) and 5.b.(iii) shall be extended
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for a period of thirty (30) days, or such longer period as the Parties may

agree in writing (the "Regulatory Extension Period"), to resolve any reserved

Objection to the satisfaction of the Party raising such Objection, or until such

time as the Party raising such Objection waives its reserved Objection. After
the Regulatory Extension Period, if a reserved Objection has not been
fulfilled or waived by the Party raising such Objection, such Party may elect
to terminate this Agreement by giving written notice to the other Party. In
the event that a Party chooses not to waive its reserved Obiections and elects
to terminate this Agreement, this Agreement shall terminate five (5) business
days after such other Party receives the notice, unless the reserved Objection
has been fulfilled or has been waived by the Party raising the Objection in
writing during such five (5) day period. In no event shall the extension of
time provided in Section S.d. result in the dates specified in Section 5.a.(iii)
and Section 5.b. (ii) being later than April 15, 1995, and the extension of time
provided in Section 5.d. is subject, in all respects, to the rights of ANR
Southern to require that Shipper make an election as provided for in Section
Sic.

Covenants of the Parties.

a. Upon the execution of this Agreement by the Parties, ANR Southem agrees
that:
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ANR Southern shall exert commercially reasonable efforts to
obtain financing for the construction and operation of the ANR

Southern Interstate Facilities;

With respect to the ANR Southern Interstate Facilities, ANR
Southern shall make applications for all necessary authorizations
and approvals to construct and operate the ANR Southern
Interstate Facilities, and shall prosecute such applications with all

reasonable diligence;

ANR Southern shall exert commercially reasonable efforts to
obtain all necessary authorizations for the release and assignment
of firm capacity held by Shipper on the ANR Southem Inteﬁme
Facilities to third parties in accordance with FERC Order No.
636 (the "Capacity Release Program®), subject to terms and
conditions for such Capacity Release Program as set forth in
Exhibit A;

In the event that ANR Southern enters into a precedent agreement
or service agreement to provide comparable service to similarly
situated shippers for ultimate consumption of natural gas within the
State of Florida through the ANR Southern Interstate Facilities
prior to the initial in-service date of the ANR Southern Interstate
Facilities, on terms more favorable (in the reasonable judgment of
ANR Southern to be exercised in good faith) than the initial rates
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and matenial terms and conditions of service applicable to smipper

provided for in this Agreement and the Service Agreement (the
"Third Party Service”), ANR Southern shall promptly so notify
Shipper, including in such notice an abstract of the initial rates and
material terms and conditions of service applicable to Shipper
related to the Third Party Service; provided, however, this
provision shall in no way require ANR Southern to breach any
confidentiality provision in any other precedent agreement. Shipper
shall have the right, exercisable by notice to ANR Southern within
thirty (30) days of receipt of ANR Southern's notice of such terms,
o require that this Agreement and the Service Agreement be
amended effective as of the date such Third Party Service
commences to include the initial rate and all material terms and
conditions of service applicable to Shipper in the respective
contract related to the Third Party Service. Such amendment shall
continue to be effective for a term coextensive with such Third
Party Service. Except as specifically amended pursuant to this
Section, the terms and conditions of this Precedent Agreement and
the Service Agreement shall remain in effect, and in the event that
the tetm of such amendment expires prior to the term of the FT
Service pursuant to this Precedent Agreement and the Service
Agreement, after the expiration of such amendment, all of the
terms and provisions of this Precedent Agreement and the Service
Agreement shall be effective for the remaining term of the FT
Service. Shipper shall not be entitled to select less than the initial
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rate and all of the material terms and conditions of service

applicable to Shipper contained in the abstract. The rights of
Shipper under this Section 6.a.(iv) shall become effective, if and
only to the extent that, such other precedent agreement or service
agreement provides for comparable service to similarly situated
shippers. In the event that the Third Party Service does not
commence, for whatever reason, the rate, terms and conditions of
this Precedent Agreement and the Service Agreement originally

agreed to by the Parties shall apply to the FT Service;

(v) ANR Southern shall provide two (2) years’ prior written notice to
Shipper as to the expected in-service date of that portion of the
Florida Interstate Facilities that will transport Shipper’s Anclote
Gas Supply, and will provide Shipper quarterly written progress
reports, after the date of such notice, concerning the status of

construction of such portion of the Florida Interstate Facilities.

b. Upon the execution of this Agreement by the Parties, Shipper agrees that
Shipper shall affirmatively support all governmental and regulatory
authorizations aid approvals sought by ANR Southern for the construction
and operation of the ANR Southern Interstate Facilities required to transport
Shipper’s Anclote Gas Supply, First Polk County Gas Supply and Second
Polk County Gas Supply, and shall take all actions consistent with Shipper’s

interests to assist ANR Southern in securing such governmental and

regulatory authorizations.
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Upon the execution of this Agreement by the Parties, ANR Southern and

Shipper agree that under the circumstances described in the second sentence

of Section 4. hereof, the following provisions shall apply:

(i) In the event Shipper is unable to obtain the regulatory or
environmental authorizations necessary to proceed with the
construction of Shipper’s first ana second power generation units
at its Polk County site, Shipper shall offer to ANR Southern the
right to contract for FT Service at the rate then applicable under
section 2. hereof for the natural gas supply for all of the gas fired
electric power generation units to be constructed by Shipper in
Shipper’s service area, up to an aggregate MDQ of 90,000
MMBtus. In the event Shipper obtains the necessary regulatory
and environmental authorizations for one but not both of such first
and second power generation units, Shipper shall offer to ANR
Southern the right to contract for FT Service at the rate then
applicable under Section 2. hereof for an aggregate MDQ of up
45,000 MMBtus. As applicable, the MDQs of 90,000 MMBtus or
45,000 MMBtus described in the immediately preceding sentences
of this Section 6.c. shall hereinafter be referred to as the
"Replacement Gas Supply.* Each offer by Shipper shall be made
in writing and shall describe in reasonable detail the location of the
proposed electric power generation unit or units, the MDQ of FT
Service required and any other information pertinent to the nature
and extent of such service.
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Within thirty (30) days after receipt by ANR Southern of any offer

by Shipper to contract for FT Service for all or a portion of the
Replacement Gas Supply, ANR Southern shall determine, in the
exercise of its good faith judgment, whether providing Shipper FT
Service for the MDQ of Replacement Gas Supply over the term
offered by Shipper and pursuant to the terms and provisions of this
Agreement or upon some other terms and conditions will provide
economic benefits to ANR Southern, which are reasonably
sufficient to ANR Southern in the exercise of its good faith

judgment, and shall so notify Shipper.

If ANR Southern determines that contracting with Shipper to
provide FT Service for the offered Replacement Gas Supply on the
terms and provisions of this Agreement or some other terms and
conditions will provide economic benefits to ANR Southern, whicn
are reasonably sufficient to ANR Southern in its sole discretion,
ANR Soutbemn shall notify Shipper in writing as to the specific
terms and conditions under which it is willing to provide the FT
Service required by Shipper and the Parties shall negotiate in good
faith with respect to a Service Agreement for the FT Service, but
neither Party shall be required to enter into a contract for such FT

Service except upon mutually agreeable terms and conditions.

Shipper shall be obligated to continue to offer to contract with
ANR Southern to provide FT Service pursuant to Section
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6.c.(i)-(iii) above until the Parties have entered into service

agreements covering MDQs of gas at least equal to the applicable
Replacement Gas Supply, after which the obligations of the Parties

under this Section 6.c. shall be deemed fully satisfied.

7. Expansion of the ANR Southern Interstate Facilities. ANR Southern and Shipper

agreeasfoﬂowswithmpecuothefutumexpansionofuwANRSouﬂm Interstate Facilities:

a.

InthceventﬂutShippershaﬂrequimﬁmﬂanspomﬁonmiuinaddiﬁon
to the Fi Service provided for in Section 1. above (the *Additional FT
Service") for an additional supply or supplies of natural gas to fuel Shipper's
fummgasmquimmmu,Shippushau,withmtothsofAddiﬁoml
FrServiceupmmwmeofsw.O(ans(hmluﬁnofme
MDQs of FT Service provided for under Sections 1. and 6.c. hereof), and
Shipper may, with respect to any MDQs of Additional FT Service in excess
of an aggregate MDQ of 300,000 MMBtus, tender a written offer to ANR
Southern to contract fur such Additional FT Service (including the amount
of Additional FT Service required and supporting information in reasonable
detail). If ANR Southern accepts such offer, ANR Southern shall provide
such Additional FT Service pursuant to its then effective FERC Gas Tariff,
ANR Southern shall notify Shipper as to whether or not it accepts such offer
to provide the Additional FT Service described in Shipper’s offer within
thirty (30) days after receipt of such offer.
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[f ANR Southern determines that the ANR Southern [nterstate Facilities do

not have the capacity to provide the Additional FT Service for which Shipper
has offered to contract with ANR Southern, as promptly as practicable, ANR
Southern shall determine the cost of expanding the ANR Southern Interstate
Facilities in order to provide capacity (the "Expanded Facilities*) for the
Additional FT Service and the rates applicable to service over the Expanded
Facilities, and provide such information to Shipper together with ANR
Southern’s decision as to whether or not ANR Southern will construct and

operate the Expanded Facilities and provide the Additional FT Service.

If ANR Southern is willing to construct and operate the Expanded Facilities
and provide to Shipper the Additional FT Service, Shipper shall have sixty
(60) days from the date of its receipt of notification of such fact from ANR
Southern to commence negotiations for a formal agreement with respect to

such Additional FT Service.

If ANR Southern is not willing to construct and operate the Expanded
Facilities and provide the Additional FT Service to Shipper, or if the Parties
are unable to agree upon the terms and provisions of a service agreement
with respect to such Additional FT Service, Shipper may elect, within sixty
(60) days of receipt of notification of ANR Southern’s unwillingness to
construct the Additional Facilities or of the Shipper’s notice to ANR Southern
of the termination of negotiations for a service agreement, (i) to pay the cost
of constructing the Expanded Facilities (which shall be owned by Shipper but

operated and maintained by ANR Southemn or its nominee pursuant to a
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mutually acceptable operation and maintenance agreement) or (ii) agree to
pay the otherwise applicable rate plus the incremental rate designed to
recover all costs associated with the Expanded Facilities. If Shipper
exercises such election so that Expanded Facilities are constructed, ANR
Southern shall negotiate with Shipper in good faith for formal agreements
with respect to FT Service over such Expanded Facilities and the incremental
rate for such FT Service, or the operation and maintenance of such Expanded
Facilities, as the case may be; provided, however, in the event the Parties are
unable to agree upon the terms of service applicable to the construction of the
Additional Facilities by ANR Southern, Shipper shall have the right to
proceed under the provisions of the clause (i) of the first sentence of this
Section 7.d.

ANR Southern and Shipper agree to cooperate with and assist one another for
the purpose of obtaining any governmental and regulatory authorizations and
approvals for the construction, operation and maintenance of the Expanded
Facilities and the use thereof for the purpose of providing Shipper with the
Additional FT Service.

8. Interruptible Transportation Service. Concurrent with the execution of the Service

Ammmnm,mmmmsmmﬂuuummmmﬁmm

interruptible transportation service agreement for up to 210,000 MMBtus per day in a form

mutually agreed upon by the Parties including provisions equivalent to those set out below. The

interruptible transportauon service agreement between ANR Southern and Shipper shall provide

that at any time interruptible transportation service is available on the ANR Southem Interstate
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Facilities, Shipper shall be entitled to, and ANR Southern shall offer, a proportionate share of

the interruptible transportation capacity available as expressed by a fraction, the numerator of
which is Shipper’s MDQ as provided in the Service Agreement and the denominator of which
is the aggregate firm MDQs for all FT Service over the ANR Southern Interstate Facilities.
Shipper shall advise ANR Southern whether or not it intends to receive all or any portion of
such interruptible transportation service offered. If, and only if, ANR Southern fails to offer
such interruptible capacity to Shipper as provided in this Sectiva 8, and such interruptible
capacity is used to provide interruptible transportation service to similarly situated shippers
through the ANR Southern Interstate Facilities for ultimate consumption of gas within the State
of Florida, and Shipper does not have actual or constructive knowledge of the availability of
interruptible transportation capacity, then ANR Southern’s transportation charge to Shipper for
firm service rendered pursuant to this Agreement during the period such interruptible
transportation capacity was not made available to Shipper shall be equal to the lowest weighted
average transportation rate including rates for interruptible service paid by such similarly situated

shipper multiplied by Shipper's MDQ as provided in this Agreement.

In the event that ANR Southern enters into a precedent agreement or service agreement
to provide comparable interruptible transportation service to a similarly situated shipper through
the ANR Southern Interstate Facilities, which volumes are transported through the Florida
Facilities for ultimate consumptiori of natural gas within the State of Florida, at rates more
favorable than rates offered to Shipper by ANR Southern, such rates shall be offered to Shipper
with respect to the volumes and term of service set forth in such precedent agreement or service
agreement, as applicable, with such similarly situated shipper. Shipper shall not be entitled to
such rate unless Shipper transports the natural gas for its ultimate consumption within the State
of Florida.
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9. Termination. This Agreement shall become effective when executed by both ANR

Southern and Shipper, and shall remain in effect as provided in Section 1 unless and until

terminated hereinafter provided.

In the event that any of the conditions incorporated by reference in Section
3.b. of this Agreement have not been fuifilled or waived by the required
date, as may be modified by Section 5.c., then Shipper may terminate this
Agreement by giving written notice to ANR Southern not later than five 3
business days after the non-occurrence of such condition by the required date,
and this Agreement shall terminate upon the expiration of sixty (60) days
from the receipt of such notice, unless within such period such condition has

been fulfilled or has been waived by Shipper in writing.

In the event that the conditions set forth in Section 5.a.(i), Section 5.a.(ii) or
Section 5.a.(iv) of this Agreement have not been fulfilled or waived by the
required date, then ANR Southern may terminate this Agreement by giving
wriltmnodcctoShippernotlatcrthanﬁvc(S)busim days after the
non-occurrence of any such condition by the required date, and this
Agreemtshalltmninatcupontheexphaﬁonofsixty (60) days from the
receipt of such motice, unless within such period such condition has been
fulfilled or has been waived by ANR Southern in writing.

In the event that the conditions set forth in Section 5.a.(iii) or Section 5.b. (ii)
of this Agreement have not been fulfilled or waived by the required date, as
may be modified by Section 5.c. or Section 5.d., as applicable, then ANR
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Southern or Shipper, as the case may be, may terminate this Agreement

pursuant to Section 5.d.

10. Assignment. This Agreement shall be binding upon ANR Southern, Shipper and
their successors and assigns; provided, however, neither Party shall assign this Agreement or
any rights or obligations hereunder without first obtaining the writ*en consent of the other Party
(which consent shall not be unreasonably withheld or delayed) and any regulatory authorizations
reasonably deemed necessary by ANR Southern. An assignment to an Affiliate of such Party
desiring to make the assignm.nt may be made without prior written consent subject to the receipt
of any necessary governmental authorizations: provided, how.ver, any assignment by Shipper
to an Affiliate of Shipper shall not relieve Shipper of any obligations, liabilities and
responsibilities under this Agreement. Nothing contained herein shall prevent either Party from
pledging, mortgaging or assigning its rights as security for its indebtedness and either Party may
assign to the pledgee or mortgagee (or to a trustee for a holder of such indebtedness) any monies
due or to become due under any Service Agreements. For purposes of this Agreement, the term
Affiliate" shall mean when used with respect to an entity, any other entity (i) which directly or
indirectly (through one or more intermediaries) controls, or is controlled by, or is under
common control with, such first mentioned person or entity or (ii) which beneficially owns,
holds or controls fifty percent (50%) or more of the interest of such first mentioned entity. The
term "control® means the possusioh, either directly or indirectly, of the power to direct or cause
the direction of the management policies of an entity, whether through ownership of stock, as

general partner, by contract or credit arrangement or otherwise.
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11.  Modification or Waiver. No modification or waiver of the terms and provisions

of this Agreement shall be made except by the execution by the Parties of a written amendment

to this Agreement.

12.  Notices. All notices, requests, demands, instructions and other communications
mquhedorpuminedwbegivmhemundaﬂnnbemwﬁﬁngmdshaﬂbedcﬁvmpumﬂy
ormaﬂedbycerﬁﬁedmail,pomgeprqnidmdruummdptmquwwdwbytﬂexor
telecopier, as follows:

If 1o ANR Southem;:
ANR Southern Pipeline Company
Coastal Tower
Nine Greenway Plaza
Houston, Texas 77046
Attention: Mr. E. J. Burgin

Telephone No. (713) 877-3388
Facsimile No. (713) 877-3714

If to Shipper:

Florida Power Corporation

P.O. Box 14042

St. Petersburg, Florida 33733

Attention: ~ Mr. Stephen Watsey, C.P.M.

Telephone No. (813) 866-4382

Facsimile No. (813) 866-4941
or to such other place within the United States of America as either Party may designate as to
itsclfbywrittmnoticctomeothg-. All notices given by personal delivery or mail shall be
effecﬁvconthedamofacmalmceiptattlwappmpdmaddms. Notice given by telex or
telecopier shall be effective upon actual receipt if received during recipient’s normal business
hours or at the beginning of the next business day after receipt if received after the recipient’s

normal business hours.
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13. Limitation of Liability. Shipper agrees that any liability relating to and any and

all claims against ANR Southern shall be limited to the assets of ANR Southern, and Shipper
waives its rights to proceed against any of ANR Southern’s Affiliates. Execution of this
Agreement does not bind any Affiliate of ANR Southern or require any Affiliate to undertake
any obligation in connection with this Agreement. Shipper and ANR Southern agree that neither

party shall be liable to the other for incidental, consequential or indirect damages under this

Agreement, whether arising in contract, tort or otherwise.

14. No Third Party Rights or Obligations. This Agreement shall not create any rights
in third parties, and no provision hereof shall be construed as creating any obligations for the

benefit of, or rights in favor of, any person or entity other than ANR Southern and Shipper.

15.  Survival. All of the terms and provisions of this Agreement shall survive the
execution by the Parties of a Service Agreement, except those terms and provisions hereof that

are inconsistent with the terms and provisions of such Service Agreement.

16. Goveming Law. THE CONSTRUCTION, INTERPRETATION, AND
ENFORCEMENT OF THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF
THE STATE OF TEXAS, EXCLUDING ANY CONFLICT OF LAW RULE WHICH WOULD

REFER ANY MATTER TO THE ~lZ.AWS OF A JURISDICTION OTHER THAN THE STATE
OF TEXAS.

17.  Counterpart Execution. This Agreement may be executed by the Parties in any
number of counterparts, eack: of which shall be deemed an original instrument, but all of which

shall constitute but one and the same agreement.
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18.  Partial Invalidity. Except as otherwise expressly stated herein, in the event any

provision contained in this Agreement shall for any reason be held invalid, illegal or
unenforceable by a court or regulatory agency of competent jurisdiction by reason of a statutory

change or enactment, such invalidity, illegality or unenforceability shall not affect the remaining

provisions of this Agreement.

19.  Confidentiality. Except as provided hereinbelow, neither ANR Southern nor
Shipper, nor their respective Affiliates, directors, officers, and employees, advisors and
representatives shall disclose to any third party the terms and conditions of this Agreement,
including the information and agreements set forth on the Exhibits, without the other Party’s
written consent to such disclosure. This provision shall not apply to such disclosures that, in
the opinion of ANR Southern’s or Shipper’s counsel, as the case may be, are teqm'.redpym
or federal laws, rules or regulations (in which case, the Party making such disclosure shall
advise the other Party prior to disclosure and, if requested by the other Party, shall use every
effort to maintain the confidentiality of this Agreement, including, without limitation, seeking
a protective order). The disclosure of any information pertaining to this Agreement within ANR
Southern’s or Shipper’s internal organization (including Affiliates) and within the organization
ofa.nyttﬁrdpartytowhichdisclosumisamhoﬁmdby ANR Southern or Shipper shall be limited
to such personnel whose duties require their review or counsel with respect to this Agreement
and the Party making such disclosure shall instruct such personnel to maintain the confidentiality
of this Agreement.
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed
in multiple originals by their duly authorized officers as of the date first written above.
/

ANR SOUTHERN PIPELINE COMPANY
By: /Q Ma— 5740{@7

FLORIDA POWER CORPORATION

By: -






