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FUll COif41SSION 

MCKGBOUHD 

Prior to Flor ida Gas Transmission Company (FGT) becoming an open access 
transporter, Peoples Gas System, Inc. (PGS) entered 1 nto Capacity Agreements with 
several of its large-volume Interruptible customers for finn transportation 
capacity on HiT's system. The agreements provided several of PGS' large volume 
Interruptible customers with a means of obtaining cocpetltlvely priced gas by 
transporting customer owned gas over the FGT system. 

FGT became an open-access pipeline on August 1, 1990. Service agreements 
made at that time required conversions from sales service to transportation 
service to be •phased In" over a five-year period. Because phase-In requirements 
restricted PGS' s customers' a.:.cess to t ransportation, the capac lty agreements 
permitted PGS to use Its firm sales capacity entitlement on FGT on- behalf-of the 
customers In an amount generally equal to the difference between the 
transportation capacity committed to the customer and the customer's full gas 
requirements. They let the customer get all the gas It needed during the 
transition, or phase in period. 

Under the existin~ Capacity Ag~eemeQts, PGS' contract demand customers buy 
gas directly from third parties and PGS taltes title as agent to the gas for 
purposes of transportation only. This meets a provision In fGT's FERC t~r!ff 
requi r ing that the "shipper• (PGS) have title to gas transported by FGT. The 
agreements are typically for terms of three to five years. They require each 
customer to reimburse PGS for all charges associated with both firm 
transportation (FTS-1) and firm sales service (G) which PGS commHs to use on-
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behalf-of the customer. The reimbursements are required whether or not the full 
amount of such capacity is actually used. 

Ongoing proceedings before the FERC 111ay limit the abtl i ty of PGS and other 
local distribution companies (LDCs) to make their contracted-for capacity on 
interstate pipelines available to customers behind the LDCs' city gates (such as 
PGS contract de111and custollll!rs). What this means is that PGS would no longer be 
permitted to transpart custotDer owned gas over the FGT pipeline system on-behalf­
of Its large-volume interruptible customers or any customer. 

PGS' petition in this docket proposes an arrangement whereby certain of its 
largest custo111ers would arrange for PGS to buy gas from certain producers at a 
price agreed to between the customer and the seller. PGS would then hold title 
to the gas and would have the gas transported to its city gate. At the city 
gate, PGS would resell the gas to the customer at the same price paid to the 
seller, plus costs associated with transportation. The customer would the·n pa,y 
PGS for transportation on the PGS system for final delivery. In essence, It Is 
the same transaction as today, except PGS holds full title to the gas whil e It 
is on the FGT system. FERC calls this type of transaction a buy/sel l agreement 
and considers them a type of capacity brokertng. In the Mega-NOPR docket, which 
has resulted in Order Ho. 636, the FERC Is doing away with most capacity 
brokerlng. 

1n an attempt to maintain flexibility for its large-volume Interruptible 
customers, PGS filed the petition at issue here. The petition requests the 
Commfsslon to approve a new tariff for PGS's large-volume Interruptible 
custo111ers. PGS's five largest customers would currently be affected by this 
proposed tariff. Specifically, PGS has asked the Commission to approve PGS's new 
Rate Schedule, to approve the form of its new City Gate Agreement, and to approve 
modi fications to its purchased gas adjustment (PGA) clause. PGS asks that the 
Commission approve these items ustng the •proposed agency action" (PAA) process, 
instead of ~ ·ollowlng Section 366.06(4), Florida Statutes (the "ftle-and-sus.pend" 
law). 

DISCUSSION OF ISSUES 

ISSUE 1: Should the company's proposed City Gate Service Rate Schedule CG and 
City Gate Sales Agreement be approved? 

RECOMHEHDATIOH; Yes. 

STAFF AffALYS!S; This rate schedule and agreement should be seen as a bridging 
measure. When the restructuring of the interstate pipeline Industry Is complete, 
there may be other, better mechanisms to assure the continuation of large gas 
transportation contracts. This matter should be revisited then. The effect of 
approval of PGS' petition is that very little changes. The effect of disapproval 
is that potentially very great changes could occur to the detriment of many. 
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Approval will permit PGS' largest customers to continue to transport gas 
during t he restructuring of the natural gas Industry by the FERC . They will 
benefit and all PGS' other customers win benefit by the continuation of rev,enues 
for gas transported. No customers are harmed . Transactions being made since 
August 1990 will continue with minor revisions. 

Disapproval, on the other hand, could cause the directly affected custome;·s 
to be unable to get transportation capacity on FGT. They stand to lose major 
invested capi tal that was, in soee cases, invested on t he basis of long-term 
direct-purchase gas contracts and pricing associated with those contracts. PGS' 
other customers could be faced wfth !higher rates to make up for the lost 
revenues, after reductions for adjustments for plant no longer used and useful . 
This Is more thoroughly descri bed In PGS' petiti on . 

The FERC , in Docket No. RH91-ll·OOO, the so-called "Mega-NOPR", may limit 
or eliminate the use by LDC's of their contracted-for capacity on interstate 
pipelines for transporting gas on-behalf-of customers. Because of that 
posstb111ty, PGS proposes to enter into a City Gate Gas Sales Agreement 
(Attachment 1) pursuant to the proposed Rate Schedule CG (Attachment 2) with five 
of its customers that each use over 50 mil lion therms of gas per year. The 
agreements provide for purchue , transportation and resale of gas by PGS as 
described In the case background. The proposed CG rate schedule and sales 
agreement should eliminate any questions that may arise with respect to whether 
PGS's use of its firm transportation capacity on FGT in the manner contemp lated 
by the Capacity Agreement s will be permi tted in the future, or at least, during 
the transition period of pipeline industry restructuring . 

PGS' petition was filed April 1, 1g92. On April 8, the FERC issued Order 
No. 636, its final order in the Hega-NOPR docket. "Final Order• may be 
optimistic : the order remains subject to requests for rehearing and to court 
review. Is of t he date of this Reconrnendation, however, the April 8 order 
embodies the FERC's position on future regulation of the Interstate natural gas 
industry. The FERC Issued two companion orders with Order 636, In Algonquin Gas 
Transmission Company, Docket CP90· 134.002, et a1 (59 FERC 61,032) and In El Paso 
Natural Gas Company, Docket Nos CPSS-433.001, et a1 (59 FERC 61,031). The 
Algonquin order deals with capacity broker lng; the El Paso order deals with what 
the FERC cal l s buy/sell agreements. 

The nature of the transaction proposed here by PGS fits FERC's description 
of a buy/sell agreement. Order 636 describes a buy/sell agreement : "Under t hose 
~rr~ngement$ ~n LOC w111 purthise 9&$ lrn the production area from an end user or 
a merchant designated by an end user. Th~ LDC will sh1p the gas on It s own firm 
capacity and sell the gas to the end user at the retail delivery point. • (Order 
636, p 71) 

After defining buy/sell arrangements , Order 636 states , • .. . such 
agreements should not be necessary because, under the capacity releasing 
requ trement, f1~ capacity holders will be abl e to release unwanted firm capaci ty 
to persons seeking firm capacity.• (Order 636, p.71) However, the FERC will 
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grandfather buy/sell deals extsttng today or i n exi stence prior to completion of 
the pipeline restructuring process. They can continue if the firm capacity 
holder does not give up its capacity in the restructuring proceeding. Conrntssion 
approval of this rate schedule and city gate sales agreement will allow PGS and 
its largest customers to have buy/sell agreements in place before the 
restructuring of FGT ts complete. The schedule for FGT's compliance filing with 
the FERC i s Novelllber 1992. If no such agreements are in place, the large 
transporters could end up losing all capacity rights during the restructuring 
process. 

Four separate provisions of Order 636 discuss ways for an LDC to transport 
gas for a customer or to transfer its capacity to a customer so the customer can 
continue to transport. The four provisions deal with agency arrangements (p. 
54), buy/sell agreements (p. 72), capacity release mechanisms (p. 77) and the 
right of firm s hippers (p. 107). They are Internally inconsistent. The 
discussion of agency arnngements and the rights of firm shippers appear to 
permH PGS t o transport gas on FGT for customers, using PGS capacity. The 
discussion of buy/sell arrangements and capacity release appear to require PGS 
to release i ts capacity to its affected customers. However, the order is clear 
that existing buy/sell agreements wtll be permitted to continue. (Relevant pages 
of FERC Order No. 636 are attached as Attachment 3.) 

When the dust ha.s settled after the industry restructuring, the Commi ssion 
shoulid review this matter to determine whether there is a better way to ensure 
conttnuing transportation to all customers behind an LOC's city gate. 

ISSUE 2; Should the Commission approve Peoples Gas System's proposed 
modification to its purchased gas adjustment (PGA) clause? 

RECOHMENPATJ~ Yes. 

STAFF AHALnJs; The purchased gas adjustment (PGA) clause acts as a pass-tnrough 
mechanism for costs associated wtth the purchase of gas. PGS has proposed a 
mod ification to its PGA clause (Attachment 4) which would enable the Utility to 
r ecover its cost for the gas purchased from the customers' suppliers directly 
from the customers, rather than under the current PGA clause . Thus, the fGA 
clause would not apply to gas purchased from the Utility pursuant to the City 
Gate Sales Agreement. likewise, the cost of gas purchased by PGS for resale 
und.:r the Ctt.y Gate Sales Agreement would be excluded tn calculating PGS's 
weigh!te<l averagt> co~t of gas (WACOG). Stiff bel teves thilt til is propose<! 
modification to the existing PGA clause would ensure that the unaffected 
customers would not be obligated for any costs associated with city gate sales 
transactions. 

ISSUE 3: Should the Co~lssion makes its decision in this docket on the basis 
of the "proposed agency action• process? 

RECOMHEHDA!IOH: Yes. 
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STAFF NCALYSIS: In Its petition, PGS requested that the Comlss.fon voice Its 
decision on this matter on the basts of the "proposed agency action• process. 
The Utility stated that "[t]hfs petition I s n2t submitted pursuant to Section 
366.06( 4), fl orfda Statutes (the "file-and-suspend" 1 aw) . • PGS a 1 so requested 
that the Rate Schedule CG, the City Gate Agreement, and the modification to the 
PGA clause become effective •on one d~'s notice after publication. • 

Substantially Interested persons will have an opportunity to protest the 
C01111fssfon's decision In this •atter If It is decided pursuan.t to the PAA 
process. If there Is a protest, the Rate Schedule CG, the City Gate Agreement, 
and thE: IIIOdfftcation to the PGA clause would become null and void. Thus, a 
protest would keep the tariff fr0111 coming Into effect. Whereas, 1f the Company 
had decided to file I ts petition pursuant to Section 366.06(4), Florida Statutes, 
the proposed tariff would remain In effect If there was a protest. 

If there Is no protest of the PAA, Staff believes that the Company should 
be given thirty days to file Its Rate Schedule CG. The thirty d~s should begin 
to run at the expi r ation of the protest period. The d~ after the Company files 
its Rate Schedule CG, the tariff will become effective. 

ISsuE 4: Should thi s Docket be closed. 

RECOHMENPAIIQH: Yes. 

STAFF ANALYSIS; If no substantially affected party files an object ion or protest 
to t he Conalsslon's action within the protest period, this doclket should be 
closed. 
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PEOPLES GAS SYSTEM , INC. 
Second Revised Sheet No. 7. 801 

Cancela First Revised .Sheet No. 7.801 

Availability :: 

CITY GATE SERVICE 
Rate Schedule CG 

Throughout the service areas of the Company. 

Applicability: 
Gas delivered to any commercial or industrial Customer using more 
than 50,000,000 therms per year which has entered into both a City 
Gate Gas Sales Agreement and a Gas Transportation Agreement with 
the Company. 

Monthly Rate: 
Energy Charge: As provided in the City Gate Gas Sales Agreement 

between Customer and Company. 

Company's Purchased Gas Adjustment Clause set forth 
on Sheet No. 7.102 shall not apply to purchases of 
gas made by Customer under this schedule. 

Minimum Bill: As provided in the City Gate Gas Sales Agreement 
between Customer and Company. 

Special Conditions : 

1. A City Gate Gas Sales Agreeme,t accepted by the Company, in 
substantially the form set forth on Sheets Nos . 8. through 
B.___ is a condition precedent f or service under this 
schedule. 

2. Each prospective customer must submit a written appl ication , 
in a form acceptable to the Company, prior to the init i ation 
of service under this schedule. After the Company's receipt 
o f a prope rly completed application, if the Company determines 
J t is able to provide the service requested, the applicant a nd 
the Company will enter i n to a City Gate Gas Sales Agreement 
and a gas transportation agreement. 

3 . The rates set forth in this schedule shall be subject to the 
operation of the Co~pany ' s Tax and Fee Adjustment Clause set 
forth on Sheet No. 7.103 . 

Issued By: J. A. Brabson, Jr., President 
tssued On: 
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P~OPLES GAS SYSTEM, INC. Original Sheet No. 8.113 

CITY GATE GAS SALES AGREEMENT 

This City Gate Gas Sales Agreement (this "Agreement") is made 
and entered i nto as of ____ , 19 __ , by and between Peoples Gas 
System, Inc . , a Florida corporation ( "PG.S"), and 
.,......~-:-:-:-:-:-' a ("Customer"). PGS and Customer 
are sometimes referred to herein as "the parties" . 

WHEREAS, Customer has entered into a Gas Purchase Agreement 
with , a 
(''Supplier") (the "Supplier Agreement"), pursuant to which Customer will 
have the right to purchase up to HMBtu of gas per day from 
Supplier and have such gas delivered to certain points on the pipeline 
system of florida Gas Transmission Company ("FGT"); 

WHEREAS, PGS has entered into an agreement 'With FGT (said 
agreement and any amendatory or superseding agreements being hereinafter 
referred to collectively as the "FGT Agreement") grant.ling PGS certain 
rights to firm gas transportation service on the FGT pipeline system for 
a period of up to twenty (20) years by conversion over a period of five 
(5) years commencing on August 1, 1990, of certain existing rights of 
PGS to purchase gas from FGT, the FGT Agreement is a condition precedent 
to PGS's obl.ligations hereunder in the manner set forth herein; 

WHEREAS, PGS desires to obtain , and Customer desires to grant 
to PGS, certain rights (i) to purchase gas available to Customer under 
the Supplier Agreement and (11) to resell such gas to customer at the 
Receipt Point (as defined in the PCS Transportation Agreement (as 
hereinafter defined)) of PGS; and 

WHEREAS, PGS and Customer have entered into & Gas 
Transportation Agreement (the "PGS Transportation Agreement") pursuant 
to which PGS has agreed to transport such gas across PGS's distribution 
system fro~ the Receipt Po int to Customer's facility located at 

, Florida (the ''Facility''); 

NOW, THEREFOR£, in consideration of Lhe 
mutual covenants and agreements included herein, 
agree as follows: 

prem.lises and of the 
the parties hereby 

1. Grant of and Conditions to the Gas Purchase Right . 

1.1 Grant of Gas Purchase Right. Subject to the provisions 
o f this Agreement, Customer hereby grants, conveys, assigns and 
transfers to PGS the right (the "Gas Purchase Right") at any time and 
from time to tim~ during each year to a cquire from Supplier for resale 
to Customer all, or any portion of, the gas available to Customer under 
the Supplier Agreement. For purposes of this Agreement, the term 
'Supplier Agreement" shall mean the Supplier Agreement as the same may 

Issued By: John A. Brabson, Jr., President 
Issued On: 
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PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.114 

CITY GATE GAS SALES AGREEMENT (continued) 

be modified, amended, supplemented or substituted hereafter by one or 
more agreements entered into by Customer in form and sub~tance 
substantially similar to the corresponding original of the Supplier 
Agreement with such changes as do not, individually or i n the aggregate, 
have an adverse effect on PGS. 

1.2 Certain Conditions to Gas Purchase Ri ght. During the 
term of this Agr ee.ment, PGS agrees to exercise the Gas Purchase Right 
solely at the direction of Customer. PGS shall have no obligation to 
follow any direction from Customer with respect to the exercise of the 
Gas Purchase Right unless, and only to the extent that (a) the Supplier 
Agreement is substantially i n the form thereof executed by and between 
Customer and Supplier with only such changes as shall not 1'\dversely 
affect PGS u nder this Agreement or its agreements with Suppl .er, (b) 
such direction is communicated to PGS not less than two (2) hou! s before 
PGS must notify Supplier pursuant to Section 2 of this AgrE.ement to 
exercise such rights, (c) the direction is for a purchase of gas only 
during the term of the Supplier Agreement and (d) the FGT Agreement is 
in effect and firm transportation service for the amount of gas that PGS 
is directed to purchase is available thereunder to PGS. PGS agrees to 
use dil igent efforts to cooperate with customer in maintaining the firm 
transportation service under the FGT Agreement. Customer agrees to 
reimburse PGS for any costs incurred by PGS at Customer's request, other 
than in the ordinary course of PGS ' s business, in connection with such 
maintenance o f the FGT Agreement, including without limitation any 
out-of-pocket expenses and the value of management time in such efforts 
as reasonably determined in accordance with PGS's customary practices. 

2. Exercise of Gas Purchase Right. 

2.1 Notice of Exercise. PGS shall exercise its Gas Purchase 
Right by giving notice (a "PGS Notice") to supplier, with confiroation 
to Customer, of the Nomination (as such term is defined, or used in the 
Supplier Agr·eement ) in compliance with the provisions of the Supplier 
Agreement. In no event shall PGS be entitled to give any notice to 
Supplier, nor shall Suppl ier be obligated to comply with any notice from 
PGS under the Supplier Agreement except for a PGS Notice pursuant to the 
Supplier Agreement; provided, however, that nothing herei~ shall limit 
notice by PGS to Supplier in the event of an eme1.gency. Nothing in this 
Agreement sh4ll be construed t o entitle PGS (i) to exercise any rights 
of Customer under the Supplier Agreement except the Gas Purchase Right 
on the terms set forth herein or (ii) to exercise any rights Customer 
may have to enforce, amend or terminate the Supplier Agreement. The 
parties agree that supplier shall be entitled to rely conclusively on 
any PGS Notice received from PGS unless and until such notice is 
rescinded by notice from both PGS and Customer. 

2.2 Purchaa• of G&l . Upon the exercise of its Gas Purchase 
Right, PGS shall purchase directly from Supplier the gas to be delivered 
under such right at the "Delivery Point" defined in the Supplier 

Issued By: John A. Brabson, Jr . , President 
Issued On: 
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CITY GATE GAS SALES AGREEMENT (continued) 

Agreement (the ''Supplier Delivery Point" ), and shall pay Supplier 
directly for gas so delivered as follows: 

(a) co-odi ty Charge a. PGS shall pay Supplier (on the 
same terms and conditions set forth in the Supplier Agreement) the 
purchase price (excluding any charges imposed as a result of any failure 
to take or purchase any minimum quanti ty of gas) for all gas so 
purchased and shall reimburse Suppliers for all taxes corresponding to 
such sales pursuant to the Supplier Agreement; provided, however, that 
PGS shall be obligated to pay Supplier such amounts only to the extent 
Customer has paid PGS with respect to the resale of such gas in 
accordance with Section 3 of this Agreement. 

(b) Non-co-odity Charges. PGS shall not be liable to 
Supplier for any other charges under the Supplier Agreement, including 
w~thout limltation any charges imposed as a result of any failure to 
take or purchase any minimum quantity of gas, all of which shall remain 
the sole obligation of Customer. 

2. 3 Suppliers Billing and Payment. Amounts due by PGS 
pursuant to the t erms hereof shall be billed by Supplier to PGS, wi th a 
copy to Customer, and shall be payable in accordance with the terms of 
the Supplier Agreement. All amounts due and payments made hereunder by 
PGS shall be paid directly by PGS or, at Customer • s sole option upon 
r ea sonable prior notice to PGS, by Customer to Supplier, ond in either 
c ase shall be credited by Supplier against amounts otherwise due and 
payable by Customer under the Supplier Agreement. No exercise by PGS of 
t he Gas Purchase Right nor any other action of PGS hereunder shall cause 
it t o be liable to Supplier for any obligation of Customer under the 
Supplier Agreement and PGS's sole obligation shall be to pay Supplier 
fo r gas del i vered for the account of PGS pursuant to its exercise of the 
Ga s Pur c hase Right in accordance with the terms of this Agreement when 
a nd t o the extent Customer has paid for the Resold Gas. 

2.4 No Modification of the Supplier Agreement. Nothing in 
this Agree nent shall relieve Customer of its obligations, nor modify any 
of Suppl1•1r' s rights, under the Supplier Agreement, including any 
amendments thereto entered into by Customer and Supplier, regardless of 
whether such changes ore not agreed t o by PGS because they hove an 
adverse ef!ect on PGS. Customer shall continue to be the primary 
obligor under the Supplier Agreement and shall remain obligated to pay 
Cor all amounts due thereunder. 

3. Resale of Gas Purchased by PGS. 

3.1 Resale. Upon delivery from Supplier at the Supplier 
Delivery Point of gas purchased by PGS under the Gas Purchase Right (the 
" Purchased Gas" ), PGS shall cause the Purchased Gas to be transported to 
the Receipt Poi nt (as defined in the PGS Transportation Agreement) 
purs uant to PGS's rights under the FGT Agreement and shall resell the 

Issued By: John A. Brabson, Jr . , President 
Issued On: 

-9-

Effective: 
ATIACIIMENT 2 
Page 3 of 12 



PEOPLES GAS SYSTEM, INC . Or iginal Sheet No. 8.117 

CITY GATE G.AS SALES AGREEMENT (continued) 

4. Transportation of the Resold Gas . Upon Customer's purchase of the 
Resold Gas from PGS, PGS shall transport the such gas from the Receipt 
Point to the Facility in accordance with the PGS Transportation 
Agreement, a copy of which is attached hereto and incorporated herein by 
reference . 

5. No Resale of Resold Gas . Cust~er agrees not to resell the Resold 
Gas or the rights under this Agreement to the Resold Gas except by 
assignment in accordance with the terms hereof. 

6. Regulatory Jurisdiction Over Transactions. 

6.1 FPSC Jurisdiction. PGS is a public utility subject to 
regulation by the FPSC. This Agreement (or the form thereof) shall be 
filed with the FPSC and shall, subject to any disapproval or limitations 
imposed by the FPSC, become effective on the date on which the FPSC's 
order epproving this Agreement (or the form thereof) becomes effective 
and final and no longer subject to appeal. Compliance by PGS with any 
order of the FPSC or any other federal, state or local governmental 
authority acting under claim of jurisdiction issued before or after the 
effective date of this Agreement shall not be deemed to be a breach 
hereof. 

6.2 FERC. In the event that (1) the Federal Energy Regulato­
ry Commission ("FERC") or any other regulatory authority of the United 
States asserts jurisdiction over the transactions provided for herPin or 
(ii) such jur isdiction results from any amendment to the Natural Gas Act 
or the Natural Gas Policy Act or any enactment or amendment of any other 
statute or regulation of any jurisdiction in the United StateG, and in 
order that PGS may purchase the quantities of gas provided herein on the 
terms and conditions herein specified, each part'l shall use commercially 
reaso·nable efforts and shall cooperate with the other to pursue all 
necessary t pprovals and authorizations, if any, of FERC or any other 
regulatory authority of the United States or to a.mend the terms and 
conditions of this Agreement as may reasonably be required to avoid such 
jurisdiction; provided that in either case no party shall be required to 
take any action which shall have any adverse effect on such party's 
rights and benefits under this Agreement. Notwithstanding the 
foregoing, but without limiting PGS's right to terminate this Agreement 
pursuant to subsection 7.2 below, nothing herein shall impose on 
Customer any obligation to take any action hereunder which will cause 
PGS, in the opinion of counsel reasonably satisfactory to PGS, to be a 
"natural gas company". 

6.3 Consequences of Jurisdiction. In the event of (i) the 
issuance of any order ot the FPSC which modifies the provisions of this 
Agreement (ii) assertion of jurisdiction contemplated by subsection 6.2 
or (iii) receipt by either party ot any approval or authorization 
1escribed in subsection 6.2 above, the party receiving such order, 

Isau•d By: John A. Brabson, Jr. , President 
Issue-cl On: 
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CITY GATE GAS SALES AGREEMENT (continued) 

assertion, approval or authorization shall promptly translllit to the 
other party a copy or notice thereof as appropriate , and either party 
shall, within thirty (30) days after delivery of such notice, give 
notice to the other party whether the terms and conditions of such 
order, assertion, approval, authorization or decision may have an 
adverse effect on such party or ita rights and obligations under this 
Agreement, and as a result, are unsatisfactory to such party, setting 
forth the reasons therefor. 

7. Term ar.d Early Ter.ination. 

7 . .1 Term. The term of this Agreement shall commence on the 
datt: hereinabove Urst written and shall remain in full force and 
effect, unless earlier terminated under the terms of this Agreement, 
until the termination of the FGT Agreement or the PGS Transportation 
Agreement, whichever is earlier. 

7.2 Early Teraination. In the event of notice by either PGS 
or Customer to the other party of dissatisfaction with any order, 
assertion, approval, authorization or decision pursuant to subsection 
6.3, each party shall have the option to terminate this Agreement by 
giving thirty (30) days notice o f termination t o the other. No such 
termination shall occur, if, within such thirty (30) day period, the 
party receiving such notic e of termination agrees to amend this 
Agreement as reasonably r equired to eliminate the adverse effect on the 
par ty seeking such termination or to provide indemnity to such party 
against such adverse effec t in form and with adequate security therefor 
satisfactory to such party. Neither party shall expressly request 
administrative or judicial modification of any term of this Agreement 
without the other party's consent. In the event that the Facility has 
been destroyed or suffered substantial damage and for a period of at 
least eighteen (18) consecutive months (i) neither customer nor its 
successors o: assigns has directed PGS to purchase gas hereunder and 
(li) neither Customer nor Jta successors or assigns has promptly sought 
and is diligently pursuing the rebuilding of the Facility, either party 
shall have the option t o terminate this Agreement immediately upon 
notice to the other party . 

8. Limitation of Liability and Force Majeure. Neither PGS nor Customer 
shall be liable to the other for any failure of performance under this 
Agreement if such failure results from strikes, lockouts , transportation 
delays, governmental restrictions or regulations, acta of God or the 
public enemy, action or inaction of suppliers or other third parties or 
any causes whatsoever which PGS nor customer, as the case may be, is 
unable to pr•vent by tho exercise of reasonable diligence. customer, 
however, shall not be relieved of any obligation to pay tor gas pursuant 
to this Agreement. Neither PGS nor Customer shall be liable to the 
other or to any party claiming through the othe: tor special, indirect 
o · consequential damages relating to any matter covered by this 

Issued By: John A. Brabson, Jr., President 
Issued On: 
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CITY GATE GAS SALES AGREEMENT (continued) 

Agreement. 

9. Default. If either party shall fail to perform or shall otherwise 
be in default of any of i ts material obligations under this Agreement 
other than an obligation to uke a payment required hereunder, the 
non-defaulting party may , subject to the defaulting party 's right to 
cure such default as provided herein, terminate this Agreement by giving 
the defaulting party written notice stating specifically the nature of 
the default and the notice of termination. Any party in default of any 
of its obligations other than a payment obligation shall hav·e ninety 
(90) days after such notice is given in which to remedy or remove the 
default. Any party in default of a payment obligation hereunder 
(excluding for this purpose any payment with respect to t he Supplier 
Portion the non-payment of which does not give rise to any liability 
against PGS) shall have f orty-five (45) days after such notice is given 
in which to remedy such default, including without limitation the 
payment of any late charges incurred with respect thereto. If within 
the applicable cure period the default is remedied or removed and the 
notifying party is made whole and fully indemnified for any and all 
consequences of such de fault to the extent required under this 
Agreement, then the notice of termination shall be withdrawn, and this 
Agreement shall continue i n full force and effect. If within the appli ­
cable cure period the defaul t is not remedied or removed, and the 
notifying par ty is not made whole and i ndemnified for any and alJ 
consequences of such default to the extent required under this 
Agreement, the notifying party shall have the right to terminate t his 
Agreement immediately, effective upon giving notice theteof to the 
defaulting party, and to e xercise any other remedy it may have at law or 
in equity . No waiver by either party of any default of the other party 
under this Agreement shall operate as a waiver of any future default, 
whether o f like or different character or nature. 

10. Warranties of Title . PGS warrants that it will, upon delivery of 
gas to Custoner at the Rec eipt Point, have title commensurate with the 
title convey~d to PGS by Supplier at the Supplier Delivery Point to all 
gas so delivered to customer, free and clear of any liens, encumbrances 
and c laims arising from PGS's ownership thereof. PGS will indemnify 
Customer and save it harmless from all suits, actions, debts, accounts 
damages , costs, losses and expenses (collectively "Claims") arising out 
of the adverse claims to said gas and/or to royalties, licenses, or 
simil4r charges thereon which are applicable to such gas and/or the 
deliv~ry of such gas to PGS for transportation hereunder, in each case 
only if such Cla~s are made by any persons claiming by or through PGS. 
Title to the gas from the time it is received at the Supplier Delivery 
Point until it is delivered to thP Receipt Point shall remain with PGS 
and shall not pass to Cu1tomer until it is delivered at t he Receipt 
Point. 

Issued By: John A. Brabson, Jr., President 
Issued On: 
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CITY GATE GAS SALES AGREEMENT (continued) 

11. Notices. All notices required or permitted to be 9iven here under 
shall be in writing and shall be deemed given to a party et its address 
set forth below, or to such other address aa any party may designate 
from time to time by notice to the other party given i n accordance 
herewith, (i) upon delivery in parson, (i i ) on the third business day 
after mailing by registered or certified mail, postage prepaid, (Hi) 011 
the next business day after timely delivery to an overnight common 
carrier service, service fee payable by the sending party, tor next- day 
delivery or (iv) on the date ot facsimile transmission by telephone line 
provided such transmission is followed by delivery of a copy of such 
notice within twenty- four hours pursuant to clauses (i) or (iii): 

Administrative Mattera: 

Peoples Gas System, Inc. 
111 East Madison Street, 17th Floor 
P. o. Box 2562 
Ta.mpa, Florida 33601-2562 
Attention: Vice President - Marketing 
Telephone: (813) 272-0092 
Facsimile: (813) 272-0062 

Payment: 

Customer: 

Peoples Gas System, Inc. 
111 East Madison Street, 17th Floor 
P. o. Box 2562 
Tampa, Florida 33601-2562 
Attention: Vice President - Accounting 
Telephone: (813) 272-0087 
Facsimile: (813) 272-0062 

Administrative Hatters: 

Attention : 
Telephone : 
Facsimile: 

Issued By: John A. Brabson, Jr . , President 
Issued On: 
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.. 
CITY GATE GAS SALES AGREEMENT (cont i nued) 

Ir.voicea: 

Attention : 
Telephone: 
Facsi mile: 

Supplier : 

Invoi ces: 

Attention : 
Telephone: 
Facsimile : 

Payments: 

Attention! 
Telephone: 
Facsimile: 

or such other address as such part y may hereafter specify for the 
purposes by notice to the other parties hereto. 

12. Miscella•!!!!.!!! · 

12 .1 No Waiver. No failure or delay by either party in exer­
cising any right, power or privilege hereunder shall operate as a waiver 
thereof nor shall any single or partial exercise thereof preclude any 
other or further exercise thereof or the exercise of any ot her ri ght , 
power or privilege. 

12.2 Amendments. Any provision of this Agreement may be 
amended or waived i f, but only if, s uch amendment or waiver is in 
writing and is signed by both of t he parties hereto. In the even~ of 
the termination or expiration of, or reduction in the quantities o f gas 
deliverable under, the Supplier Agreement, upon customer's request and 
subject to necessary r eg"latory approvals, PGS agrees to enter into a 
substitute or luppl •mental gal t ale agreement, as the ca se may be, with 
Customer, on substantially t he same t erms provided herein, to provide 

Issued By: John A. Brabson, Jr., President 
Issued On: 
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CITY GAT£ GAS SALES AGREEMENT (continued) 

for PGS ' s exercise of Customer's gas purchase rights under any gae 
purchase co.ntract Customer may enter into in subetitution or 
supplementation of the Supplier Agreement, provided, however, without 
l i ml ting the foregoing, PGS does not hereby agree to enter into any such 
new or supplemental agreem.ent which would increase the quantity of gas 
to be purchased hereunder, whieh has delivery points that are different 
from the Supplier Delivery Point under t .he Supplier Agreement (u.nless 
the addition, deletion or change in such delivery points shall not have 
an adverse effect on PGS), whet.her under the FGT Agreement or otherwi se, 
or which has a term that extends beyond the stated term of the FGT 
Agreement then in effect. 

12 . J Entire Agreement. This Agreement. together with the I'GS 
Transpor t ation Agreement, constitutes the entire agreement between the 
part ies with respect to the delivery of gas to the Facility by PGS, and 
such agreements supersede all prior ag.reements and underiBtandings among 
the parties. 

12.4 Successors and Aaaigns. The provisions of th i s 
Agreement shal l be binding upon and inure to the benefit of the parties 
here to and the Jr respective successors and assigns, except that Cu s t omer 
may not ass i gn or otherwise transfer any of its rights under this Agree­
ment exc ept by an assignment of this Agreement (i) as security in con­
nec tion with the construction or permanent financing of the Facil i ty 
( ii) to an ent ity owned or controlled by Customer or its owners tha t i s 
formed to own and operate the Facility, or (Hi) with PGS's prior 
wri tte n c onsent, which shall not be unreasonably withheld, to any 
successor to substantially all of customer's interest in the Facility. 

12.5 Defined Terms. Any term used herein shall have the aame 
meani ng as defined in the PGS Transportation Agreement un l ess expressly 
defi ned ot herwi se in this Agreement. 

12 . 6 Governing Law. This Agreement shall be cons t rued in 
accordance w! t h the laws of the State of Florida . 

12 . 7 Applicable Law. This Agreement and each pa rty' s 
pe =for mance thereunder shall be subject to all applicable laws , rules , 
or de rs and regulations of any federal, state, or local gover nmental 
authori t y hav ing jurisdiction over the parties, their facilities , or t he 
t r ansactions contemplated. 

12.8 Counterparts. This Agreement may be executed in one or 
mor e counterparts, each of which shall be deemed an origi nal, but al l of 
which t ogether shall constitute one and the sa.me instrument. 

Issued By: John A. Brabson, Jr., President 
Issued On: 

-16-

Effective: 
ATT ACTJMENT 2 
Page lo o f 12 



PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.123 

CITY GATE GAS SALES AGREEMENT (cont inued) 

IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be duly executed by their authorized officers as of the 
date first written above. 

PEOPLES GAS SYSTEM, INC. 

By: 
Title: 

By: 
Title: 

Issued By: John A. Brabson, Jr., President 
Issued On: 
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CITY GAT£ GAS SALES AGREEME.NT (continued) 

The undersigned acknowledges receipt of the f oregoing 
Agreement and agrees to be bound by the provisions o t Section 2 hereof. 

For the purposes of this Agreement notices may be given to the 
undersigned i n accordanc e with Section 11 and otherwise in accordance 
with the terms hereof. This Agreement has been executed on beha lf of 
tho undersigned by a duly authorized officer and is a valid and binding 
obligation of the undersigned. 

By: 
Title: 

Issued By: John A. Brabson, Jr., President 
Issued On : 
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• •• 1• to t he 4ovnat r••• plpallna ' t f ir• t hlp .. ra. Thl t rule at•• 

a ppl h t t e contrac t a ton-•• ca paohy U'1U tJ\t •OV1\atnaa ,I,.Uftt 

"old t on t h e upetrtaa p lpa tlna . In t ddltlon, ~· dOVftatr••• 

plpoe lll'l.- vlll M ra.qvlra.d t o ''' ' '" h • vpttr u . .a t t n 

tttfttpor~tl~ c t pacltr (vftt the r Ptrt Jlt e r l~l•l4ua tlr 

c t r·t t t tcat .. ) and 1~• vp•~r••• tln COfttttct ato~••• c.peclty to 

lte tlrw tttftlportat lon cvt~o.aart t o t~• •~t ent nec aa .. ry te 

prevldt e t pt cl ty to t~o•• t hlppt r t t~e t dtt lrt vpa trtta c apt elty. 

AS l ••ctlon J tt . l 42 r•• •• l9ftat ftt t v tll D• ptraa fta nt. Whl l • thSI 

r a a tt l•"•• "t t~o~td occur l nl~l t lly ln t ft t rttt ructvrl~ 

procttdl~t . 111/ aactlon 214 . 241 wilt COfttl~w• lft tCftc t 

a ttar t~t rtatructu~lnq pr octtdJnqt t o p tnlt t urtht r 

r•• •e lqntanta of a valStb\ t upe tr•• • c ep• rt ty ht \d by dovnt tr••• 

plpa tl"tt ltl/ to cuatottrt oC dovnatr••• pt pal l ntt . 

1101 I • Ct lon J t4 . J42 Ct pa cl l y r••••••~•nt • vat be t tt actue tt4 In 
thl r ea truc turl~ proca1dl~ t Detore dovnatrtaa plpe llne• 
ret•••• t ht lr capacity unde r ntw S• ctlon J I4 . J4 ) dl acu lttd 
below. 

llJ/ :r tht dovnl tre•• plpe t \nt r • l ••••• tht c t pactty uftde t ntv 
IICtlon 2' 4 . )4) , t ht CtPIClty ~Ould be ltt lqna bl e , hOVI Wif• 
e nr prlor r•l •••• voutd r eaa lft lft force . 
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~-•t ~oa . aMil •Jl•OOO ·~ ~t l·l •·o•s . ,, .. 
Accor4t~1y. t~• ~o .. t aa ton I a ad41~ a ~•v l actloft 2t t Jt) 

to ~ all ope ft ac~••• plpalln•• t o provtda a ca pt elty 
r !lttflnt ••ch• nl t• t~r~•~ ~~e~ ~~~r• c an v•l~nta rl t r 
r ea lloca t e a ll or pert or tha lr tl ra trtn • porta tton c t pacl t y 
r ltht a to a ny p.r aon ~·o vanta to o-ta ln that c apacity by 
contractlnq vlth t~• plpe ttna . t~lppara · r ea lloca t e t h a lr 
tt r. tra~porta tlon ca pacity ( v~atha r Part l i t c apaci ty or 
lndlvldua lly c a r t ltlc a t ad c a pacltyJ only unde r l • ctlon J l t .l4 l . 

~•• c apaclty rat ••• •~ ••chant •~ vov ld a ttov tlrw c apaci ty 
~ holdare t o ~nana ntly or taaporer lly rchua • • •• or t U ot ' } ~ t Aa t r e apacl ty Lhr_,.l\ tl'l• pl pe ltn• t o " r aua lt....S t• .. r aof!la 

~ ~ Cl•a lrlftCJ e a .. cl t y . Tl\t c-p•c lty ralau lftt • . a c-ha nh -• vovld a fford 
~ ~ ~y•re and u ll• r • et tl n c a pacttr v ttb Ofl.t phc • t o ehop to 
~ 
~ 

•~•vt • t~et tt~ c a , acl ty I a vaed •• • tf lctent lr •• ,.,, , ., • • 
Ca pacity rel ••• l~q ~ lll opera t e •• f ollova. 1'ht tl ,.. • c apacity holder ¥1 11 lntor. ~~t plpe llnt th at tt Yl ftt l t o ril••• • 

I c a pacity on • P•~• nent or tae porary bea l a . the • p• c6 tl c quantity 
lo be r • l ••••d . the pe r iod ot tl aa . a nd a ny other condition• of 
th •~~·• •••• · r oc ••••pt a . the r e l aae lnq cv•t~oe r •ltht •t•t• 
tha t l t v tll r • l •••• • ap.clfl • J aeovnt of c a ptcl t y only t o lonq 
•• ~he t ••~•r• turt r ••• tna abOve • • p•elfl ad d aqr•• · ~at l a . 
the tl n •~t,,. r ••r r • l •••• r t r. c apac i ty on a n lnte rrv,tl ~l • 
bat t a . tn a ddition. th• r a l ••• ln~ cua to•• r c an brlnq t o tha 
plJ:-• lln• tor " It t,.. • pra • a rr• tMt• d d u l tor r ·a h u lnt c a , t clty. 
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Docke t ~·• · ~•t-11•000 a nd AKJ 1•) e·o•t . ,. . . 
It no be t t e r offe r I a r a c e l•od. 11J/ the • lp.l l n• 8WA1 
cont rte t v lth the replac••• nt ahlp,e r rou ftd by the releae l~ 

cva toaor . U a b4 t ttr otter h tort.hcoo ll\9. t Pie p l po ltne autt. 
t Iva tPit r ep h c•••nt a hlppar to~o~nd by \f\t ro,hu lnq c:"tto•er ,. , 
op.pottunU.y to aa tcfl the b•tt• r ot te r. U Ute raphc eeant 
t hlppe r ••tc:h•• the bttt er otte r. th e plpe SI ~• • u •t contr•c t vl t h 
~e rt ,lac•••n t •~lpper touftd bt tPI• re l eaa l~ C\lt to .. r. If th• 
r e l aaa lnq cve t••·• r • • d e1 l9na tad r epl ac e e en t a hlp,a r dott not 
aa teh t~• h• tt e r of tt r. the ~ l pe llnt .ua t co~tra ct v l th t he 
p•r• on vho ~d• lh• btt~•r o t t e r . 

Tftt plpt l lna .vat 1-..dla t e Sy ~Ott t~• c apeelty r • l eat tnq 
lntoraat loft on l t. e l •ctr onlc bulle tin bOard for a r •••on•b l t 
pe riod of t l oe d" ''" ' Vhlch appllce nt t t or ca~acl ty c a n ••r•• t o 
th• re l eta l n• CQt toe er •a t a rat e nd con4Ltlone . llJ / Aa 
d l acuaetd he lov, th e plpt llne ••r ttkt othe r actlon to •• rt• t ' "Y 
r e1••••4 c apectty. 

Tht pl,rtt l11'1e v d l be rtq"l u d to nte ll 1tn a t c apacity und e r 
Part ) 14 to the •PP.IIcan~ atetlnq the rt l eat ln~ C\ll to•er • t 
epac lt lca tlont . Th• rtpla ceatnt t hlppa t ' "' t• ot co"''' • ea tl a t y 
a ll ot th• pl pe ttn• •• t a rlff prowl t lona • • • • rnlft4 a ftlpper 
e llql~llltr be fore It c an contract vlth th• pipe line r or l~e 

llJJ Tht (o&a l ll lon v lll not d a tl nt vha t conet ituttt a bette r otte r boc aute of the vid e varie ty ot pot• ntl a l r • 1t• • l ft4 e c ana r l oa . The pa rtite •"•t cone lde r In t'• r ea t r uctuTln' proceed l ft' l the h11.11 or v'hlt c onttltut•• • bt tte r o tter . 
1lJ/ r o r ••••pl a . the plpelt ne t hould • 1trt • ~ l ppert In a dva"ce ot t~ • COftdlttont und e r ~hlch the r a ! ••• tnq t~ l ppe t aay rec a ll rel eased capa~lty • 

.. 
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Docke t ~oa . ~ ' 1•11•000 and ~ll•) • •)l~ . " 
c apac!tr. Uftl att lht plpa lt~• otharvl •• t trtat f t UCh •• vh t r t 

l~trt l l 1 ptrllft t ft t r tt llt<• \Son of •~nva t capt cltyJ. tha 

ral aaat~ cvatoaa r wlll r aaa tn J l t al t on i ta contrac t bY\ wtll 

r•~• ••• • ~•tt • taln.t ltt -111 fer~· c ap,t clty raao ld. Tftt 

ptpeU,.• tuatt ahavtd be 11'\41 t r a r a M to tha a-uba tltut l<l'\n Mcav aa 

Itt tot• l contr act da-.ftd will raaa tn unchaft9ad. lll/ 

O.C. ~· rtpl t ca .. nt ahtpper antara tnt• • co~trt~t vtth ~· 

pt~allna. tht rapltct•tnt ahJppar baco••• t t hlppar 11-• any 

otM.r ahtpper a nd h a ub)act t o the PISMl "'' •a opare Uof'ltl 

pr·ovhtOf'la •• a ta t td Itt Ita urltt. lf'l •ddltton. tha r aphcaaant 

ahl~r •• • ahtpper c a n a l ao rtlaatt It a c a paclty t~r~'h tha 

\J•IpeUn.' a c.a JQClty r a haa l""9 pr .. r aa . T"f\a ptpelhsa • a t.t rltf 

~ .ve~ " ' " ' pro¥hlena c.t.at charlt .. • • ll.,eat e \.1\t r ltht.t a M 

~obllt•tlo"• or • uea eeco~• rr r • l •a• lft9 t hlppt r a end tho•• or tbt 

1 ~prlury roluol n9 ohlp,.r. 
., . '::" 
'f j Th• WOPA vovl4 ht ¥e allovtCI tt.t plp• ltnt to ttU lta ov n 

• ~ ~ncc .. ttt• • capac ~ \y 9rtor to r ••• lllft9 th t \ of • r t l tta ln• 

~ c~ato•• r. Th• ftt• rule r•~tr•• lht ptpelln. te po et tt • 

a• t ll t bl e ea,.clty .~ t a ra t e nd coftdltlo~ on tt l a l ectrontc 

a.ll e tlft board . Petentl a l purchtttr a ot ~tptclty v lll ~'" ~ 

tbh to choott tro.. a.aonq the plpa l lftt '"cs th• rahaura the 

aarvlca tha t ~•t avlta their n•tda . 

~· co .. taa lon vl ll paralt the plpt llnet and t halr 

evt to••r • . t n4 other lfttt r ttl t d pa r t Jclpant t , t o d tt t~lnt lht 

• • talh •t • plpelln• ' • caP"clt,. r • 1••• 1"'9 proc;·ra-• ll'l th• 

¥ WI Soo !D..tc.o Oft lftto rruptl•h trofto po rtotl oft upoclty. 
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tndlvldv t l r •• tructurl nt procetdl~t . ror ••••Pl•, tht HOP~ 

propo1t4 a ae van d ar open ••••on tor • ppllc • nt t to ••r•• to t~t 

rah t t ln• cun o· .. r• t t ent . Hov .. ver, the co._.l u lon It not 

••~attftt • p.r tlcul ar tl •• p.rled ror aft ·~•n •••••n to awo l4 

11'\t\Utltt"' na l'd-•d fl •• lttU tty. t'l\a partlci~J,tf\tt In tl\e 

reatruct vrl~q procaadtnqa •ar detart l.,t ~nc\ 11 • r •••onabl e 

,.r lod t nd ••Y· tor ••••pl•• decide Lhat d l fte r ef\t ,.r lo4a ' ' ' 

needed tor dltfare nt type• ot r e l eaaed capaci t y. 1n eddltlo~. 

the parttct~antl t hould d tltralne the plp.llfte ' a co~penta tto" tor 

t he ~• p•clty r t l tat l"9 pro,r•• · Thl t rccoapentt vovld. of 

cour•• · cont l t t or a rtlton• -1• ad etnl etrt tlvt ret te cover t ~• 

pipeline• • ovt-ot•poc\et e~n.• • '" connectleft ~~t~ ett abll ahl~ 

eMS opera tlnq ttl e cAp.cclty r eh a .. n'9 proqraa :" ll.l/ • 

l'lor·aover, •• 1 fur-char 1~"-ftttve to a thctutt t c apatlty 

ra l ea••• · the co .. t te lon v ltl per-It tnt plpeatne to bl 

coapeneat ed ~hen i t actlvt l t •arkett r e leattd capecl t y. 1111 

T"• par t icipant• 1ft the rat t r vc-tvrl"'t proc•tdln•• au t dc t era iM 

tl\t a,proprl a t a aaovnt or t Al p lpeltna • t r ac•tp.nat C~. • 

t l\t tl"'9 ot prcc•edt ) Ybt n lt t a••• l ffl 1'6th• • «loft to a.ulet 

the r dtatt!IS c.apaclty. beyond pct t1"'9 the lntof"1lt tlo" on Utt 

~ll ttln bOard. end tlndt • r epl acaaent ahlpper . T~• rele aa tnq 

t l\lpper vttl rtct l~• a ne t crad l t aqa Jn• t Itt r ••arvat lcn Cat tor 

llJ/ 1aA tnqvlry I nto All t t td Antlcoapat1tl¥e Pra ctl~•• • • l •ttd 

to Mtrtettnq Arttll e t at of lntt r t t at t Plpe ltnee , Order • •· 

ttl·A, sc ,. S) l t l (Oec . ~~ . l ttt). rc.c &t• t • . & .. 9 • · 

t••~la tlona Prett~l •• l , 30,1 6 1 a t p . )l. t O) fl t l t ). 

1111 t.Q.. lnl t l a l Co&atnt a ot " lchS'&n C~toll4a tad C•• CO*~ny. 
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the proceed • of tth-• r uelt ' """' U•• 'lpeUftt "t r t co.ape t\lt . 'l"ht 

part lclpoM• • lloolld dllonl~tt • hH ecUto\1 u rlt coope ~tutlon, 

EVIl' t.h0111fb U~• p l patlllltt era ttq\llrt d to ,., t l l\t r t httl"9 

&hlpp4r• • otte r to r • ••••• c • • •clty. thl • r eco• p• n•• vlll •••• 

th• plpellfttl • rtnencl • l ·~·ntl•• t o ,, ~ ~ t fflel t ftt c ep eclty 

r ee ltoce tlefte -.yo~ •••••r ,.•ll~ c epecltr • • • ll • bllttr a nd to 

be:aetlt r • h u lf'llll , ,.,,,., , •h U\t « •dh t• '"• Jr '-'1111. Of 

cou.r a• , tl"' t ~tiJ~t llrtt vlll not be coap-t fta U .t d tt h dote not Un~ 

the rtp\ac• • • ftt •ft lppe r. t uch •• Vhtrt the r t l ttl lftt t hlppt r h t d 

• pr•-•rr·~••d d•• l •• d l e~u•••d t bO•• · or vhere aoeeofte • ecept a 

~. po-n• d ofhr vlthout tf\e plpe lln.• tlndl"' tftet n.e~~t t ftlpper. tt 
Y\ 
~ h only ' ''''''l•U fer tl'le ,s,.ellrte t• r ect l•• co• Jit ftu lleft " "'' " 

~ ~lt ••••• ' " eatr• t Cfert '' ••r•• t ' " ' rt l t • ••• • • • ••ltf , fer 

• ..,~ turp lt, vheft h coabln•• tvo or aore peckt t u of ra l uud 

~ ctptci~y i nto on•. aor t t \\fiCti•t PIC-tV• · Th• edelnl etr etl•• 
I 

~}. 
·~ 

h• wovld apply rcqudht t ot Vhetl\er • rephce••-nt • hipper telt•• 

the r e lea sed ca~•clty • tnct It Ia dtt iQntd to rtcove r th e 

pl~e llnc • a 0\lt•o,f•poc·u t ••P•"••• tn t d•1rll u .c rtnq th e ca pac ity 

u leu lft9 proqra• •• • 

Th• plpelln• t nd t~• partlelpa nt a evc t d••l•• ln the 

r~ttrvcturl~ proceed l~~ •• thOdt tor detll~ vlth tfte 

c1rcvaat•~• vf\cr e • or • tftt ft Oft• eppllcant aeet a the r e l taa lnq 

el\lppc~• e prlc• end other epecl tlca tlofta or whe r e a ft eppllcent 

-.\ • • • counte r otte r . 

~ •• In dltte reftC• -.t-.c~ ceptcl ty ~ro,erl~ •• It ~ 

• •t e t e e nd tf\• r ev c ep•clty r • l • •• ln• proqr•• t e tbe t. vftd• r 
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Doc-• t ~c • . ~t\ • 11 •000 t nd aKi l•l 4•06S .. I J ... 

c a pacity •ro-art~. the ~ro~erlnq cvt t oeer could ente r Into and 

•~•cvta lte OVft d tt l a vlthovt ln•et•l~ ~· pl,.l1"• · ~~• r 

r-t,.clty reltee t,.., a ll oUt r e &llll M pll't o.n the 'lpel1M"t 

e l ectronic ~lletln -.• r4 ·~ co~t re ctlftt l • dent dir ectly ~lth 

t h e plptlln• . "Ofte tht l ••• · ' " ' re l ettl~ t fttp,.r ••r eeer~ tor 

an t Of\t: to U'l e It a C'e , actty Mtb btfer·• a rwl e ftc r !"b.c c ap.eetty 

h put o.n the e l ectrentc Mlla t_lft Mtr4. Jtove•w . •• a t.att:-1. • 

c.-pt clty r e l ut lftit dea l c.an.not M cont u ..... te.d untt I aCte r lt. h 

pos t e d. 

Th• ea t~ obj ection ~r e ... a nte r e 1111 1• th~t plpelln•• 

vlt t t.ev-. f'I.O lf\centl • • c.• effect tf'le r e heelft9 of c e pa clt"y. 

"owe ver. t.he r wh reqvlna t.fta pipe line c.o es t ablhft a.nd opereh 

• . , , ,, , ,, r t ltttl ftt ,, .. ,... ~ht J ipt lift• •~•' t r a na t e r 

re l ••••d rl~• capaai'Y to vtllln• b~yer t of t~a t e t pt clty. 

lec t u tt the pro•r•• ~111 • • optrt t t d In ecco~d enc• vlth tbe 

plpcllne ' t epen·• cc••• lra nt port tt lon terlft. the pipeline ••Y 

not ref~•• to provide the r eqv• • ttd serv lc• If the th lpp~r •~et• 

the plpcllne •a eppll caalt t eriCt condltlona. 1ft addltlon. •• 

t tated • bo•e. tne c~ ..... ton • • • ptralttlnq pl~tln.- to ••r~• t 

r e t uud capt clty tn4 to bt co-•penut• d IC U• • Y ta\e artlr•-• tl"'• 

action to • ,erte t the rc t aeatd ce pacttr ·~ tlnd e r epltceatnt 

ahlpper. be yo"td po·t t.INf "" lnfonat\on on U•• ttulh!lt'l bo.-rd . 

W / t.Jt.. O.pa rtHf'lt of Eller~. "'otic S.r•lce co.aaht iOI'I of t."l• 

Jtttc or ••"' ter\, Pvbllc Utllltl e• co~- ••• ••~ or ~· S:t ; e 
or Ce lltornl • . Vnl t e4 Ol a tr l~tlon Coapanlc a . a nd Nortb• tn 
l~l•n• Pvbltc Je rvtce Coapanr 

y' 

.. 
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Hence , tbe Ca.~ f at lon conclu~•• \he t plpt li~•• v l11 not act to 

t~lolt ca pacity r • l ••• lnq . 

Of cour•• · ~ p tp• lln• ava t conrtnua to aa ll all Ita 

avella bl a tJ ra or lnta rrwptlbl e ca pt clty. The plpa lln• a uat do 

tM a by pYtt.1n9 t.-h l t an • t i\.CS cotM5lt1on a on l-ha e l ectronic 

bvlht1n bot rd. tt I • \IP to cuatoaar a to daeld a 1t U•• Y want t.ha 

plpelln• 1 a vn.co .. ltt ad tlrw c•p•ct ty. t ha r • l ••••d c •p•clty or 

Jnu..rrvpUbla c a pechy • .W/ ln a ~dlt.lon, a ny cha nva In the 

1• - • 1 ot ~~ plpellna a lntarruptlbl a voluaaa dua to ~ha 

rahu tnt pro;r•• vlll b<t e cco-UnUd tor In tha p l pa llna• a 1\ax·t 

r a t a c••• ¥han pro,aetln' l~tcrruptlbl • volv••• · 

Tb• Coaal •• ~OA' • adoption or cap acity r • l •a• lnt tor all 

~ pl p.ltne• crwn-rulJal" a ll G·rd• ~• l ~auad •~b•-•~•nt to orou ,.o. f )• 

~ t• the e xtent ~h•y prohl~l\14 ca~aclty ••• l9naant. 11Q/ 

~ Tbe r eqv! atlo~• r equtre the pipallne to a lloca t e r • l ••••4 

I 
N 

"' I 

v 

capaci t y to the ~·r•on ott • r ~~q the hlqhaa t r a t a not ove r th• 

' ••• 1•~ t a rlCC rate the plpe lln• can cherqa to the r ahae lnq 

ablpper. T'hh • • •n• that t h e pe n on• • • •k ln9 to o.buin t.h• 

r • l eaa.d capacity can ott e r up to the p1pa11ne • a r t led •••lau. 

r a t • tor ~a • • rvlca rece ive~ by lh• r • l e aaJ~ ahlpp4r. r or 

• • • a.pl• . 1t • r e l •• aatr.q • hippe r vente to r • h ••• fl n c·ap.clty 

fra- the Cvl! oC ~•leo to " • v rork Ci t y, the • ••l•ua r a te vould 

llll ror • • • •p l t , • evato••r a lqht vent ann~al 1nt a~pt1bl• 
capacl~y r • t .h a r tha n Clr. eepaclty on a 11• 1ta 6 ba a t a . 

WI t.A.. [ l ' aao Mat~ral Ca• Co., ) S f&RC , , 1, 44 0 a t p. 
61 ,0,5•6' (1S I 6) , t t b'9 Qf Dl r d, ) I ftJC , 61,001 (1f l l. 
TUII t&l l l fr\ T·ra l'lt• l n lon Corl'. )1 TtAC ! U ,UD I t p . 
U,U4 flt U ) . 
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be the ptp• tln• •• aa :a l aua r at• tor a u vtea tr·o• the Cwlf ot 

"•• teo to - · v Yor\ . That I a t h e ~•l.u• r•t~ a van 1 r • 
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1n additiOn. the Co .. l t t fon \1 l lt ~inq, t O t h e IWt t nt 

neceeaary. l n the " '" r • 9Ulat lone . a l1 • had bhnJlat c.ertJttca t t 

ot publl~ conv•nt a nce a nd naeaaa tty under MGA St~t lon 1 to 1 11 

t hlppet a ho141nq fl n ea.pt elty rltt\ta on plpa llnaa t.o a 11ow tho·•• 
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contrect vlth. a nd bi ll , the repl • ~•••nt •hippe r. 
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Tbt p l P4 llnea ~•t l~lvde In t~• lr t artrtt tll• 4 •• ~a rt ot 

\ ,he lr ~••trvatvrl~ flllft' ' • aftd aa lnt a ln In t~a lr t a rter af t er 

tapl eaenta t lon o f the ir r aa truct vrlnq propoaal , all ope rttl~ 

ca~ltlone ••rw• n• ~o the provl t lon ot • • no·not lce• tlr­

tunt port.a tlon •• rvlce . Jn a 44ltlon to knovl"" t~o•• opernlo~t 

condition• , lt l • t aport t nt t or t lr. t hlppt r t to bt • • • r • or the 
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bas t a . lJJ / Thl t tl t~ l-lllty t~clvdaa t~• r l q ht t o but p 

lnterruptt•t • t htp•• r • Oft rtaaoat~l• ftOtlca . lJl/ 

Jietloa ! 11 . !1 11~1 ot tho eo&al tt loa•a ··~~lat lo•• · al ae 

proaulqt t a 4 by Ordt r ~o . t l6. qtvat plp.ll~•• the author ttr to 

pe r • lt fl ew lbl a dt ll~•ry polftt t tor d• ll•• rl •• ot •• • ~olu•• • 

rr-o• '"• lr • r • t • • • · W I teov."''• tht Covhalon 

t u.bt lqvt ntl r conc-lvdaf tl\u. tn ao·et c.••••· tl•• ll•l • dtlhary 
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PEOPLES GAS SYSTEM, INC. 
Sixth Revised Sheet No. 7.102 

Cancela Fifth Revised Sheet No. 7.102 

GENERAL APPLICABILITY PROVISIONS (Continued) 

B. PURCHASED GAS ADJUSTMENT CLAUSE. 

Except for gas purchases by Customer at t he initial point of 
Company' s receipt of such gas on company ' s distribution system 
pursuant to Rate Schedule CG, the ~ e nergy charge of the 
Monthly Rate for gas suppl ied in any billing period shall be 
adjusted by the Company'c expected weighted average cost of 
gas (WACOG). A standby sales customer shall not pay demand 
charges embedded in the WACOG unless its usage exc·eeds its 
contracted-for demand. The WACOG may not exceed the 
Commission-approved purchased gas cost recovery factor based 
on estimated gas purchases (excluding purchases made by 
Cus tomers at the initial point of Company's receipt of such 
gas on Company ' s distribution s ystem pursuant to Rate Schedule 
CG) for the six-month periods of April through September and 
October through March, in accordance with the methodology 
adopted by the Commission on May 2, 1991, in Order No. 244 63, 
Docket No. 910003 -GU, o.r as such methodology may be amended 
from time to time by further order of the commission. The 
WACOG determined as set forth above shall be multiplied by 
1 .00376 for regulatory fees, rounded to the neares t $ . 00001 
per therm, and applied to the total number of therms 
(excluding purc hases made by Customer at the initial point of 
Company 's receipt of such gas on Company's distribution s ystem 
pursuant to Rate Schedule CG) consumed by the customer during 
the billing period. 

The purchased gas cost recovery factor approved by the 
Commission for bills r e ndered f or meter readings taken from 
~pri l 1, 1992 through September 30, 1992 is 24.639 cents per 
\.herm. 

The purchased gas cost r ·ecovery factor shall serve as a cap or 
maximum recovery factor. If re-pro j ected expenses for the 
remaining period exceed projected recoveries by at leas t 10\ 
for the s ix month period, a mid-course correction may formally 
be requested by the Company. For changes in market conditions 
and costs , the Company, upon one day's notice t o the 
Commi ssion; may increase or decrease the WACOG as long as any 
increase does not exceed the authorized cap. The current 
month WACOG may be ad:IJusted for prior months' differences 
between projected and actual costs of gas purchased, but may 
not exceed tbe approved cap for the period. 

Issued By: .7 . A. Brabson, Jr., President 
Issued On: 

-29-

Effective: 
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