FLORIDA PUBLIC SERVICE COMMISSION

FLETCHER BUILDING
101 EAST GAINES STREET
TALLAHASSEE, FLORIDA 32399-0850

MEMORANDUM
May 7, 1992
T0: DIRECTOR, DIVISION OF RECORDS AND REPORTING
o SIS B BT o, oy
RE: DOCKET NO. 920295-GU PETITION OF PEOPLES GAS SYSTEM, INC. FOR

APPROVAL OF RATE SCHEDULE CG, CITY GATE GAS SALES AGREEMENT AND
MODIFICATIONS TO ITS PURCHASED GAS ADJUSTMENT (PGA) CLAUSE

AGENDA: MAY 19, 1992 - PROPOSED AGENDY ACTION - CONTROVERSIAL AGENDA
PARTIES MAY PARTICIPATE

PANEL: FULL COMMISSION

Prior to Florida Gas Transmission Company (FGT) becoming an open access
transporter, Peoples Gas System, Inc. (PGS) entered into Capacity Agreements with
several of its large-volume interruptible customers for firm transportation
capacity on FGT's system. The agreements provided several of PGS’ large volume
interruptible customers with a means of obtaining competitively 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’ access to transportation, the capacity agreements
permitted PGS to use its firm sales capacity entitlement on FGT on-behalf-of the
customers 1in 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 existing Capacity Ag-eements, PGS’ contract demand customers buy
gas directly from third parties and PGS takes title as agent to the gas for
purposes of transportation only. This meets a provision in FGT’s FERC tariff
requiring 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 commits 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 may 1imit the ability 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 demand customers). What this means is that PGS would no longer be
permitted to transport customer 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 customers would arrange for PGS to buy gas from certain producers at a
price agreed to between the customer and the seller. PGS would then held 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 then pay
PGS for transportalion on the PGS system for final delivery. In essence, it is
the same transaction as today, except PGS holds full title to the gas while it
is on the FGT system. FERC calls this type of transaction a buy/sell agreement
and considers them a type of capacity brokering. In the Mega-NOPR docket, which
haskrﬂsulted in Order No. 636, the FERC is doing away with mosi capacity
brokering.

In an attempt to maintain flexibility for its large-volume interruptible
customers, PGS filed the petition at issue here. The petition requests the
Commission to approve a new tariff for PGS’'s large-volume interruptible
customers. 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
modifications to its purchased gas adjustment (PGA) clause. PGS asks that the
Commission approve these items using the "proposed agency action" (PAA) process,
;ns}ead of Yollowing Section 366.06(4), Florida Statutes (the "file-and-suspend”

aw).

DISCUSSION OF ISSUES

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

RECOMMENDATION: Yes.

STAFF ANALYSIS: 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 1ittle 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 the restructuring of the natural gas industry by the FERC. They will
benefit and all PGS’ other customers will benefit by the continuation of revenues
for gas transported. MNo customers are harmed. Transactions being made since
August 1990 will continue with minor revisions.

Disapproval, on the other hand, could cause the directly affected customeis
to be unable to get transportation capacity on FGT. They stand to lose major
invested capital that was, in some cases, invested on the basis of long-term
direct-purchase gas contracts and pricino associated with those contracts. PGS’
other customers could be faced with higher rates to make up for the lost
revenues, after reductions for adjustments for plant no longer used and useful.
This is more thoroughly described in PGS’ petition.

The FERC, in Docket No. RM91-11-000, 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
possibility, 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 million therms of gas per year. The
agreements provide for purchase, transportation and resale of gas by PGS as
described in the case background. The proposed C6 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 contemplated
by the Capacity Agreements will be permitted in the future, or at least, during
the transition perfod of pipeline industry restructuring.

PGS’ petition was filed April 1, 1992. On April 8, the FERC issued Order
No. 636, its final order in the Mega-NOPR docket. "Final Order" may be
optimistic: the order remains subject to requests for rehearing and to court
review. /5 of the date of this Recommendation, 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 al] (59 FERC 61,032) and in E1 Paso
Natural Gas Company, Docket Nos CP8B-433.001, et al (59 FERC 61,031). The
Algonquin order deals with capacity brokering; the E1 Paso order deals with what
the FERC calls 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 those
arrangements an LDC will purchase gas in the production area from an end user or
a merchant desl?nated by an end user. The LDC will ship the gas on its own firm
cgpacit;l?nd sell the gas to the end user at the retail delivery point." (Order
636, p

After defining buy/sell arrangements, Order 636 states, "... such
agreements should not be necessary because, under the capacity releasing
requirement, firm capacity holders will be able to release unwanted firm capacity
to persons seeking firm capacity.” (Order 636, p.71) However, the FERC will
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grandfather buy/sell deals existing today or in existence 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. Commission
approval of this rate schedule and city gate sales agreement will allow PGS and
its largest customers to have buy/sell agreements 1in place before the
restructuring of FGT is complete. The schedule for FGT's compliance filing with
the FERC is November 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 shippers (p. 107). They are internally inconsistent. The
discussion of agency arrangements and the rights of firm shippers appear to
permit PGS te transport gas on FGT for customers, using PGS capacity. The
discussion of buy/sell arrangements and capacity release appear to require PGS
to release its capacity to its affected customers. However, the order is clear
that existing buy/sell agreements will be permitted to continue. (Relevant pages
of FERC Order No. 636 are attached as Attachment 3.)

When the dust has settled after the industry restructuring, the Commission
should review this matter to determine whether there is a better way to ensure
continuing transportation to all customers behind an LDC’s city gate.

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

R ATION: Yes.

STAFF ANALY:IS: The purchased gas adjustment (PGA) clause acts as a pass-through
mechanism for costs associated with the purchase of gas. PGS has proposed a
modification to 1ts PGA clause (Attachment 4) which would enable the Utility to
recover 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
under the Cily Gate Sales Agreement would be excluded in calculating PGS’s
weighted average cost of gas (WACOG). Staff believes that this proposed
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 Commission makes its decision in this docket on the basis
of the "proposed agency action® process?

RECOMMENDATION: Yes.
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: In its petition, PGS requested that the Commission voice its
decision on this matter on the basis of the "proposed agency actfon" process.
The Utility stated that "[t]his petition is pot submitted pursuant to Section
366.06(4), Florida Statutes (the "file-and-suspend" law)."™ PGS also requested
that the Rate Schedule CG, the City Gate Agreement, and the modification to the
PGA clause become effective "on one day’s notice after publication."”

Substantially Interested persons will have an oﬂrortunity to protest the
Commission’s decision in this matter if it {is decided pursuant to the PAA
process. If there is a protest, the Rate Schedule CG, the City Gate Agreement,
and the modification to the PGA clause would become null and void. Thus, a
protest would keep the tariff from coming into effect. Whereas, if the Company
had decided to file its 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 days should begin
to run at the expiration of the protest period. The day after the Company files
its Rate Schedule CG, the tariff will become effective.

ISSUE 4: Should this Docket be closed.

RECOMMENDATION: Yes.

If no substantially affected party files an objection or protest
to the Commission’s action within the protest period, this docket should be
closed.




Second Revised Sheet No. 7.801
PEOPLES GAS SYSTEM, INC. Cancels First Revised Sheet No. 7.801

CITY GATE SERVICE
Rate Schedule CG

Availability:
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 Agreement accepted by the Company, in
substantially the form set forth on Sheets Nos. 8. through
8. 1is a condition precedent for service under this
schedule.

2. Each prospective customer must submit a written application,

in a form acceptable to the Company, prior to the initiation
of service under this schedule. After the Company's receipt
of a properly completed application, if the Company determines
it is able to provide the service requested, the applicant and
the Company will enter into a Clty 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 Company's Tax and Fee Adjustment Clause set
forth on Sheet No. 7.103.

Issued By: J. A. Brabson, Jr., President Effective:
Issued On:

ATTACHMENT 1
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PEOPLES 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 into as of « 19__, by and between Peoples Gas
System, Inc., & Florida corporation ("PGS"), and

; @ ("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"), Eurauant to which Customer will
have the right to purchase up to MMBtu 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") granting 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 obligations 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 avallable to Customer under
the Supplier Agreement and (ii) to resell such gas to Customer at the
Receipt Point (as defined in the PGS 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 PG5 has agreed to transport such gas across PGS's distribution
system from the Receipt Point to Customer's facility located at
___+ Florida (the "Facility");

NOW, THEREFORE, in consideration of the premises and of the
mutual covenants and agreements included herein, the parties hereby
agree as follows:

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

1.1 Grant of Gas Purchase Right. Subject to the provisions
of this Agreement, Customer hereby grants, conveys, assigns and
transfers to PGS the right (the "Gas Purchase Right") at any time and
from time to time during each year to acquire 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 Effective:
Issued On: ATTACHMENT 2
=1= Page 1 of 12
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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 substance
substantially similar to the corresponding original of the Supplier
Agreement with such changes as do not, 1nd1v1duully or in the aggregate,
have an adverse effect on PGS.

1.2 Certain Conditions to Gas Purchase Right. During the
term of this Agreement, 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 in the form thereof executed by and between
Customer and Supplier with only such changes as shall not adversely
affect PGS under 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 Agreement 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 avallable thereunder to PG5. PGS agrees to
use diligent 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 of 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 confirmation
to Customer, of the Nomination (as such term is defined or used in the
Supplier Agreement) in compliance with the provisions of the Supplier
Agreement. In no event shall PGS be entitled to give any notice to
Supplier, nor shall Supplier be cbligated 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 herein shall limit
notice by PGS to Supplier in the event of an emergency. Nothing in this
Agreement shall be construed to 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 PG3 and Customer.

2.2 Purchase of Gas. 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 Effective:
Issued On: ATTACHMENT 2
-g- Page 2 of 12
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CITY GATE GAS SALES AGREEMENT (continued)

Agreement (the ™"Supplier Delivery Pblnt"}, and shall pay Supplier
directly for gas so delivered as follows:

(a) Commodity Charges. 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 gquantity 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-Commodity Charges. PGS shall not be liable to
Supplier for any other charges under the Supplier Agreement, including
without limitation 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 terms hereof shall be billed by Supplier to PGS, with 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
reasonable prior notice to PGS, by Customer to Supplier, and in either
case shall be credited by Supplier against amounts otherwise due and
payable by Customer under the Supplier Agreement. No exercise by PGS of
the Gas Purchase Right nor any other action of PGS hereunder shall cause
it to be liable to Supplier for any obligation of Customer under the
Supplier Agreement and PGS's sole cobligation shall be to pay Supplier
for gas delivered for the account of PGS pursuant to its exercise of the
Gas Purchase Right in accordance with the terms of this Agreement when
and to the extent Customer has paid for the Resold Gas.

2.4 No Modification of the Supplier Agreement. Nothing in
this Agreenent shall relieve Customer of its obligations, nor modify any
of Suppli:r's rights, under the Supplier Agreement, including any
amendments thereto entered into by Customer and Supplier, regardless of
whether such changes are not agreed to by PGS because they have an
adverse effect on PGS. Customer shall continue to be the primary
obligor under the Supplier Agreement and shall remain obligated to pay
for 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 Point (as defined in the PGS Transportation Agreement)
pursuant to PGS's rights under the FGT Agreement and shall resell the

Issued By: John A. Brabson, Jr., President Effective:
Issued On: ATTACHMENT 2
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CITY GATE GAS 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. Customer agrees not to resell the Resold
Gas or the rights under this Agreement tc the Resold Gas except by
assignment in accordance with the terms hereof.

6. Regqulatory 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 approving 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 (L) the Federal Energy Regulato-
ry Commission ("FERC") or any other regulatory authority of the United
States asserts jurisdiction over the transactions provided for herein or
(ii) such jurisdiction 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 States, and in
order that PGS may purchase the guantities of gas provided herein on the
terms and conditions herein specified, each party shall use commercially
reasonable efforts and shall cooperate with the other to pursue all
necessary &pprovals and authorizations, 1f any, of FERC or any other
regulatory authority of the United States or to amend the terms and
conditions of this Agreement as may reasconably 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 Consegquences of Jurisdiction. 1In the event of (i) the
issuance of any order of the FPSC which modifies the provisions of this

Agreement (ii) assertion of jurisdiction contemplated by subsection 6.2
or (iii) receipt by either party of any approval or authorization
described in subsection 6.2 above, the party receiving such order,

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

Issued On: ATTACHMENT 2
-11- Page 5 of 12




PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.118

W

CITY GATE GAS SALES AGREEMENT (continued)

assertion, approval or authorization shall promptly transmit 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 its rights and obligations under this
Agreement, and as a result, are unsatisfactory to such party, setting
forth the reasons therefor.

7. Term and Early Termination.

7.1 Term. The term of this Agreement shall commence on the
date hereinabove first 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 Termination. 1In the event of notice by either PGS
or Customer to the other party of dissatisfaction with any order,
assertion, approval, authorization or decision pursuant toc subsection
6.3, each party shall have the option to terminate this Agreement by
giving thirty (30) days notice of termination to the other. No such
termination shall occur, if, within such thirty (30) day period, the
party receiving such notice of termination agrees to amend this
Agreement as reasonably required to eliminate the adverse effect on the
party seeking such termination or to provide indemnity to such party
against such adverse effect 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 o7 assigns has directed PGS to purchase gas hereunder and
(i1) neither Customer nor its successors or assigns has promptly sought
and is diligently pursuing the rebuilding of the Facility, either party
shall have the option to terminate thies Agreement immediately wupon
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, acts 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 prevent by the exercise of reasonable diligence. Customer,
however, shall not be relieved of any obligation to pay for gas pursuant
to this Agreement. Neither PGS nor Customer shall be liable to the
other or to any party claiming through the other for special, indirect
0" consequential damages relating to any matter covered by this

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

Issued On ATTACHMENT 2
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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 its material obligations under this Agreement
other than an obligation to make 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 have ninety
(S50) 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 the Supplier
Portion the non-payment of which does not give rise to any liability
against PGS) shall have forty-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 default to the extent required under this
Agreement, then the notice of termination shall be withdrawn, and this
Agreement shall continue in full force and effect. If within the appli-
cable cure period the defauit is not remedied or removed, and the
notifying party is not made whole and indemnified for any and all
consequences of such default to the extent required under this
Agreement, the notifying party shall have the right to terminate this
Agreement Immediately, effective upon giving notice thereof to the
defaulting party, and to exercise 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 of like or different character or nature.

10. Warranties of Title. PGS warrants that it will, upon delivery of
gas to Custorer at the Receipt Point, have title commensurate with the
title conveyed to PGS by Supplier at the Supplier Delivery Point to all
gas so delivered to Customer, free and clear of any liens, encumbrances
and claims 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
similar charges thereon which are applicable to such gas and/or the
delivery of such gas to PGS for transportation hereunder, in each case
only if such Claims are made by any persons claiming by or thrcugh PGS.
Title to the gas from the time it is received at the Supplier Delivery
Point until it is delivered to the Receipt Point shall remain with PGS

and shall not pass to Customer until it i{s delivered at the Receipt
Point,

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

Issued On: ATTACHMENT 2
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CITY GATE GAS SALES AGREEMENT (continued)

11. Notices. All notices required or permitted to be given hereunder
shall be in writing and shall be deemed given to a party at its address
set forth below, or to such other address as any party may designate
from time to time by notice to the other party given in accordance
herewith, (i) upon delivery in person, (ii) on the third business day
after mailing by registered or certified mai), postage prepaid, (iii) on
the next business day after timely delivery to an overnight common
carrier service, service fee payable by the sending party, for next-day
delivery or (iv) on the date of 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 (1) or (iii):

PGS:
Administrative Matters:

Peoples Gas System, Inc.

111 East Madison Street, 17th Floor

P. 0. Box 2562

Tampa, Florida 33601-2562

Attention: Vice President - Marketing
Telephone: (813) 272-0092

Facsimile: (813) 272-0062

Payment:

Peoples Gas System, Inc.

111 East Madison Street, 17th Floor

P. 0. Box 2562

Tampa, Florida 33601-2562

Attention: Vice President - Accounting
Telephone: (B813) 272-0087

Facsimile: (B13) 272-0062

Customer:

Administrative Matters:

Attention:
Telephone:
Facsimile:

Issued By: John A. Brabson, Jr., President Effective:
Issued On: ATTACHMENT 2
=l&= Page 8 of 12




PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.121

CITY GATE GAS SALES AGREEMENT (continued)

Invoices:
Attention:
Telephone:
Facsimile:

Supplier:

Invoices:
Attention:
Telephone:
Facsimile:

Payments:
Attention:
Telephone:
Facsimile:

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

12. Miscellaneous.

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 other right,
power or privilege.

12.2 Amendments. Any provision of this Agreement may be
amended or waived if, but only if, such amendment or waiver is in
writing and is signed by both of the parties hereto. In the event of
the termination or expiration of, or reduction in the quantities of gas
deliverable under, the Supplier Agreement, upon Customer's request and
subject to necessary regulatory approvals, PGS agrees to enter into a
substitute or supplemental gas sale agreement, as the case may be, with
Customer, on substantially the same terms provided herein, to provide

Issued By

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

ATTACHMENT 2
-15- Page 9 of 12



PEOPLES GAS SYSTEM, INC. Original Sheet No. B8.122

CITY GATE GAS SALES AGREEMENT (continued)

for PGS's exercise of Customer's gas purchase rights under any gas
purchase contract Customer may enter into in substitution or
supplementation of the Supplier Agreement, provided, however, without
limiting the foregoing, PGS does not hereby agree to enter into any such
new or supplemental agreement which would increase the guantity of gas
to be purchased hereunder, which has delivery points that are different
from the Supplier Delivery Point under the Supplier Agreement (unless
the addition, deletion or change in such delivery points shall not have
an adverse effect on PGS), whether under the FGT Agreement or otherwise,
or which has a term that extends beyond the stated term of the FGT
Agreement then in effect.

12.3 Entire Agreement. This Agreement. together with the PGS
Transportation Agreement, constitutes the entire agreement between the
parties with respect to the delivery of gas to the Facility by PGS, and
such agreements supersede all prior agreements and understandings among
the parties.

12.4 Successors and Assigns. The provisions of this
Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns, except that Customer
may not assign or otherwise transfer any of its rights under this Agree-
ment except by an assignment of this Agreement (i) as security in con-
nection with the construction or permanent financing of the Facility
{ii) to an entity owned or controlled by Customer or its owners that is
formed to own and operate the Facility, or (iii) with PGS's prior
written consent, 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 same
meaning as defined in the PGS Transportation Agreement unless expressly
defined otherwise in this Agreement.

12.6 Governing Law. This Agreement shall be construed in
accordance with the laws of the State of Florida.

12.7 Applicable Law. This Agreement and each party's
performance thereunder shall be subject to all applicable laws, rules,
orders and regulations of any federal, state, or local governmental
authority having jurisdiction over the parties, their facilities, or the
transactions contemplated.

12.8 Counterparts. This Agreement may be executed in one or
more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument.

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

Issued On: ATTACHMENT 2
-16- age o




PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.123

s g W N,

CITY GATE GAS SALES AGREEMENT (continued)
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 Effective:
Issued On: ATTACHMENT 2

~17= Page 11 of 12



PEOPLES GAS SYSTEM, INC. Original Sheet No. 8.124

CITY GATE GAS SALES AGREEMENT (continued)

The undersigned acknowledges receipt of the foregoing
Agreement and agrees to be bound by the provisions of Section 2 hereof.

For the purposes of this Agreement notices may be given to the
undersigned in accordance with Section 11 and otherwise in accordance
with the terms hereof. This Agreement has been executed on behalf of
the 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 Effective:
Issued On: g o A‘L‘;:C*““ﬂf 2
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that recelved undar ths bundled, clty-gate, Cflrw sales service.
Therafors, the Comalsslon is reguiring sll pipelines that make
ssles for resale on the sffective date of this rule to offer In
thalr tariffs & "no-notice® firs transpertation ssrvice. This
sarvice must be avallable as of the affective date of the tarler
shasts to ba flled to comply wvith this rule. Thiw sarvice,
discusesd In more detall Lofra, wust bs avallable to all fire
shippers. The mechanlcs of how thls “no-notlea”™ flre
transportation ssrvice will be provided on & partlcular pipelins
sust be considersd and devalepsd In ths rastructurlng precesdings
sstabliohed by this rule (ses Lofra).

Thnis nev *no-notice® transportatlon sarvics will Ba previded
in sdaltion to, rather then In lleu ef, tha plpalines’ currsnt
opan-sccass, firm transportation service whare ahippers must
recalve instantanecus but not "no-notice® service. The former
sreadltional® flrm transportation service will atlll ba subject
to reasonabla noalnating, echedullng and other operatlonal !

conditions, such as imbalance tolerances and panaltles, Hovever,

the gquallty of thle service should be snhanced under the steps

taken hersa. These oparstlional conditlons, of courss, must be
davised and isplesented on & nandisceiasinatory bamis. In
sssanning the plpeline’s cosplisnce flling, the Comalssion will
seak to ansurs that the pipeline ls not sttespting, through the
*no=notice® transportation service, to slwply replece ons form of

bundled service with anotrer anti-compstitive sarvice.
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peckec Nos. RH9l=11-000 and RMET-34-083 = 34 =°
tn sdditlon, the plpeline, or ancther gam merchant, could
offer a *packaged® sales and transportatlon ssrvice where the
saparataly sold sales and transportation services ars packasged by
a contract pursuant to vhich ths gas purchaser allove the
plpeline, or anothar gas sarchant, to act aa the gan purchaser's
agent in making all arrangesents necessary te delivar the gas to
the clty gats. 1831/ MWevevar, the rates fer each
transportation service sust Be ssparataly stated in the
plpaline*s taritt.

sines sales and transportation serviceas sust be offered on
an unbundled basis, thars wvould be no rate on flle with tha
pipeline's tarlff for an "sgency” sarvice. Tha "packaging® of
separate services, offered under ssparsts rats schedules, would
ba affected only by contracts betvesn the gas purchaser and ice
sgent. Wnether or not the plpeline as & gas seller can collect &
tes for acting am the gas purchaser's agent In arranglng for
plpeline services is a matter for negotiatlien batvean the
plpallne and gas purchasar on !ntlrlnq into thelr sales contrackt.
This Is bacause the pipeline will be actlng as sgent in Lte
capaclty ss & gas seller rathar than as a gas transporter. ARy
agency fee wvould have to be recovered as part of the price for
selling gas and not ae part of the transportatien rate. Of

courae, the plpellne sust act ln & non-dlscrisinatery sanner In

oftering agency services.

103/ See. .9.. Transcontinental Cas Plpe Line Corp., %3 FERC
g 61,446 [1991), order on reh'g, %7 FERC 4 61,243 (1991).
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to sneurs that after the effective date ef thie rule all capacity
resllocations are undertaten on the esms basis on sll pipelines,
t™ie will prevent any pipsline or flre shipper from achlsving an
undus sdvantage, or Incurring an undus dlssdvantage, cospared Lo
firs shippers on other pipslines, from the working w. wne
particular pipeline's capaclity bBrohering pregran. Mance, the
comslanlen im taking thias sction, In the above-noted order, to
sod|fy the terme of exlsting cspacity brokering snd other
capacity sssigneant programs under NCA Sectlen 5, am vall as
undar tha Comalssior's ressrved rvight in those orders to modify a
program, to snaure, a8 hers, that they continue to be reguired by
ths publie convenlence and necessity. 118/

Tha Eﬁ.ﬂlllibh;l traatment of "buy/esll™ srrangemants being
considered in Ll Faso Matural Cas Co.., £% al., Docket Ko, CPER-
433-002, gt al.. le releted to the capscity brokering lsaus,

Under thoss arrangesants, an LOC will purchase gas in the

-0z-

]
production area fros an and user or & sarchant deslgnated by an

and usar. Tha LDC wlll ship the gas on ita ovn flre capacity and
~;1 snll the gas to the and caer st the retall delivary point. The

Commlanlon will not address buy/eell lssves here but will do so

a in the [l Fasg docket. As explained in tha® order, under thls

rule, buy/eal]l arrangasents should not be neceasary becauss,

BN
%
t“;;&umn the capacity raleasing regquiressnt, flrm capaclity helders

will bs able to relesss unvantad flrm capacity te persons sesking

| 118/ E.9.. Texss Eastarn Tranaslsslen Coerp., 480 FERT 7 1,240 at
p. 81,076 (1%0¥).
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firm capacity., Movever, axisting buy/eell deales can continue IT

the (irm capacity holder does not giva up lts capacily In Lhe

_restructuring proceeding as discussed belew. 113/ Slsilarly,

sals sxecuted betveen the date of this order and the

pachanien goss Into #ffec

date the

cen continue IFf the firm a.g;clt! halder doas not !1v1 up lte

capacity In the restructuring procesding as discussed balov.
mechanien goas Into effect,

thereafter pll sllocations of Interstate pipeline capscity must

be dons under the capacity relessing sechanisa. When the

plpalina’s capacity relessing sechanries goer into affect, It sust
post on its electréhic bulletin bosrd for s Yessonable peridd the
price, teras and conditions, and names of the parties to all

buy/esll desls existing on that dats. All firm capaclity holders
who have sxscuted buy/sell deals prier te that gate sust provide

such Inforsation to the plpeline for posting on the electronic

11%/ In the NOPR, the Comalssion requested comsent on "wvhether
tersination of capacity brokering will have & negative
impact on Independent pover producers or qualifying
facilitiss vho may be recelving gas service for electric
generating purposes through, sc-called, "buy/sell’
arrangements.” 1f =0, the Comsjssion asked vhether it
should "provide some fore of grandfathering of exlsting
transacticns as part of the transitienal phase conLtesplated
undar ths Fimsl Rule?" IV FERC Stets, & Rege. 4§ 32,480 at
p. 32,%4% (1991). The Comslssion belleves that the steps
taken In the final ruls should avold having & negative
ispact on IPPS er Qra using ges. To the extent this Is not
the case, interested psrsons should inform tha Comsisslen on

rehaaring of this rule.
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bullatin Board. Thia posting la te make thess arrangesanta
publlec and not to allew other perscona to make a battar offar.

1. Cpetrean Pipalina Capacity

As dlecusesd above, the Comaleslon ls requiring plpelines to
unbundle the sales and transporcation cosponanta of thelir
bundled, clty-gate, flra sales services te ressdy the plpellnas’
undua advantige as marchants of gas ovar other ssrchants. As
statad, ons reasen for the plpalines’ advantage la that, as
bundled merchants, thay had sccess to more gas suppliers because
ef capacity held on upatrean pipalines that connact with thoas
gan suppllieras,

The unburdling of sales and transportation will secur In
sany lnstances pear the preduction arsa. MHevever, in soma
instances, unbundiing of & downatrean plpeline’s saleas and
tranapertatlen services will eccur wharas 1t Intearconnacts with an
upatreas plpaline which provides tha dovnatrass plpallina with
#ccems to the production arsas. The dovnstrean plpellne will be
able to use (ts transportatlon capacity on thr upstrea= plpeline
ta n;qulr: gas e makas aales at the Interconnectlen pelnat te its
(the dowvnatresn plpaline's) salea customecs. The dovnaireans
plpaline wvould have an undus compatitive sdvantage over othar gss
gerchants becaves of the dowvnatress plpeline’s access to the
capacity on the upstress plpelina. Thie situation would Innibit
the geal of & cospeatltive natlonal market because tha dovnatreas

gas purchasers would not have sccess to the productlon aress and

01 3o ¢ a8y
{ jusunaelly
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J88 merchanta reached through the capacity hald an ths upstraas
plpeline by the dewvnatrean plpellne,

Mew sectien 284,243, therefors, provides that an open accesas
upstrean plpallne sust permit a dovnstreas plpeline to sssle~ its
fira transportation capaclty (vhather Part 284 er individually
cartificated) on the upstreas plpeline on a non=dlscrimlinatory
basis to ths dowvnstrasas plpaline‘'s flrs shippars. Thils rule alse
sppliss te contract storage capaclty that ths devnstreas plpallnae
holds on the upstress plpaline. In addition, tha dovnstraas
plpaline will bBa reguicred to assign lts upstreas firm
transportation capacity (vhather Part 384 or Individuslly
certificated] end its upstresm flrm contract storage capacity te
lts firs transpertatlon customsrs to thes extant necassary to
provide capaclty to thoss shippars that daslire upstreas capacity.
All sectlon 2184.242 reamslgneents will be permanent. While this
raassigneent should eceur Initially in the restructuring
procesdings, 130/ sectlon 284,242 will continue im effect
after thas restructuring precesdings-to paralt furthar
reanslgnasnts of avallable upatrean caparltrlﬁcld ﬁ; dowvnatrass

pipelines ]111/ to custosmers of downstresass plpellnes.

110/ Saction 284.242 capacliy resssignaent sust be effectuated In
the restructurlng proceedings before downstreas plpelines
;:}lil- thelr capacity under nev Section 284.34) discussed

L

111/ if the dowvnatreas plpeline relesses the capacity under new
section 2R4.24], the capsclty would ba assignable, howvever,
any prior relesse would resain In forcs.
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Accordingly, the Coaslssleon (s 8ddlng & nev Sectlon H T TS
te requlre oll open sccess plpelines to provide & capaclty
relesning sechanles through vhich shippers ean voluntarily
Tesllocete all or part of thelr firm trensportation capacity
rights to any parscn wha wanta te obtaln that capacity by
contracting with the pipetine. Shippare . fwallocate thalr
firs tranapertation capaclty (whether Pact I8¢ capacity or
Individually certificates capacity) only under Bectlen a3,
This capscity relessing sechaniss vould allev flre capacity
holders ra parsanantly or temporarily release some or all of
thalr capscity through tha plpaline to be reasalgned te perscna
Gealring capscity. The cepacity relessing sachanies weuld afford
EBuyars and sellers of firs cepacity with one place te thop te
snsure that flre capacity ls used as sfflciently an possible.
Capacity releanlng will operate ms follove. The firm
capacity holder will 1nro;; the plpeline that [t vants ko ralodse
capacity on & permssnent or tesporary basls, the specific qun;tltr
to be relessed, tha perled of tims, and any othar conditions of
tha_ralesss. For qrample, ths releaning customer might state
that It will relesns & spacifled amount of capacity enly so long
ar the temperature resains tbove & specifled degres. That is,
the firs shipper way relesss firm capacity on an interruptible

basle. 1In addition, the Telssning custoser can bring tes the

plpaline for poating a pPra-arranged dasl for releasing capacity.

<
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If ne better offer ls recelved, 1217 the plpeline must

contract with the replacesent shipper found by tha reloasing

customer.
—_—

If a batter offer ls forthcoslng, the pilpeline must
glve the replacesent shipper lound by the relessing custeasar an
eppartunlty te mateh the bettar offer. If the replacesant
shipper satches the bettar offar, the plpsline sust contract with
the replacesent shipper found by the releaslng customar. If thae
Felaislng customers deslgnated raplacesant shippar doas mer
®match the better offer, the plpeline sust contract vith the
pesrson who made the batter offar.

The plpeline sust lesediately post the capacity realeanling
Information on its slectronle bulletin board for a resscnable
perileod of ties durlng which applicants for capacity can agrese te
tﬂc relessing customer's terms and eonditions, 1247 As
discussed below, the plpeline ®ay take other sctlon to market any
relessed capacity,

The plpeline will be requlred to resell that capacity under
Part 184 to the appllcant Beetlng the relesasing Customer's
specifications. The replacessnt snipper Iulf. of course, matiafy
all of the plpellne’s taclff pravisisns governing shipper

eligibllity bafore it cam contract with the pipeline for tha

421/ The Commisslen will not define vhat constltutes a better
effer becauss of the vide varlety of potential relasning
scenarles. The parties suat coneldar In the restructuring
proceedings the lssus of what constltutes & batter offer.

114t Tor example, the plpeline should alere shippers In sdvance
of the conditlions under whien the releasing shipper may
recall relessnd capacity,
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capacity. Unless the plpeline ptherviss sgress (such as whare
thars is & parmanant resllocstion of annual capaclity), the

ralsasing custossr will resaln lisble on lts contract but will

its totsl contract demend will ressln unchanged. 133/

plpeline, the replacessnt shipper bacosas & shipper like any

othar shippsr and |s subject to the pipeline's cperational

previsions as wtated in its Tarlff.
shippar a8 & shipper can aleo releans its eapacity through the
\jplpal:n-'t eapacity raleasing pregram. The plpelina’s tarlfe

sust have provisions that clesrly delinesatas the rights and

0 5

Qpriurf ralaasing ahipper.
'3 The NOPR would have slleved the plpsline to sell its own

3 gncomaltted capacity pricor to resalling that of & releasning
& ccatomsr, Tha nav rule requires the pipeline to post its
availsble capscity and terss and conditiona on Its slsctronic
pullatin board. Potentisl purchasers of capacity will then ba
able to chooss from amcng the pipsline snd the relessers the
service that bast sultas thelr needs.

The Comajssion will per=it the pipelines and their

cuttossrs, and ether interssted particlpants, to determine the

detalle of & plpaline’s capacity ralessing progras In the

\Jff:;;} Ses ‘nfrg on interruptible tramsportation capacity.
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raceive & credit againat its BIll for tha capacity rescld. Tha
pipeline iteslf should be indifferent to tha substitutian bacsusse

once the replacesant shipper snters into & eontract with the

in sddition, the replacemant

“:raallqacinn- of such secondary ralessing shippers and thoss ef the

tf{&,¢?¢ Cc:fﬁf
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individusl restructuring procesdings. TFor exasple, the WOFR
proposed a seven day open season for spplicants to sgree to the

relesning customer‘s terms. However, the Comajanlen i not

sandating a particular tiss pericd for am ppan sesson to aveld
inhibiting nesded [lewibility. The participants In the
restructuring procesdings may detersine what (s » ressonatle
paried and may, for sxampls, dasclde that diffarant pericds ars
nesded for diffsrent types of relessed capacity. In additlen,
the participants should determine the pipelina‘s corpensation for
the capacity relessing program. This recospense would, of
course, censist of & reassnable pdministrative fee to cover the
pipeline’s cut-of-pocket sxpanses in connection with establishing
and operating the capacity relessing prﬁqul:.jgjf =
Morsover, as & further Incentive to sffectuste capacity
relesses, the Comaission will permit the pipsline to ba
compenssted when it sctively markeats relesnsd capacity. 121/
The perticipants In tha restructuring proceedings sust deterainas
the sppropriate amount of the plpaline's recospanss (g.g.. ®
sharing of procesds) when it Takes sffirsative action to market
the relessed capecity, beyond posting the information on tha
pullstin board, and finds & replacement shipper. Tha releaning

shipper will receive & nat credit agalnst Its ressrvation fee for

126/ &g Inquiry Into Allaged Antlcempetitive Practices Related
to Marketing Affilistes of Interstate ripalines, Order Mo.
i97=A, S4 FR 52701 (Dec. 11, 158%). FCR: Sctata. & Regs.
|Regulations Preaasbles] § 30,868 alt p. 35,807 (1909).

137/ L.g.. Initlsl Comments of Michigan consclidated Cam Company.
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the procesds of the resale slnus the plpeline’s recospenss. Tha
particlpants should determine vhat sctlons merlt cospensation,
Even though the plpelines sre required to post the relessing
shipper's offer te relesss capsclty, this recospenss will glve
the plpellnes & flnanciel Incentlve to pr. _%: slfflclent capacity
resliccations bayond aieply posting capsclty avallabllity and to
banefit ralessing shippers via the credlt te thelr Bllle. of
couras, tha plpelline will met Be compensated If It doss not find
the replacesant ahipper, wuch as vhere the relessing shipper had

s pre=arrenged deal sn dlecussed above, or whare somscns accepts

3:- posted offer vithout the plpeline flndlng that mev shipper. It

g le enly apprepriaste for the plpaline te recelve compansatlon wvhan

it makes an extra affort te markat the relessed capaclity, for

Y
fC\\
Q}‘""pu, whan [t coabines twe er more packages of relessed

capeclty Ints ene, more attractive packege. The sdminlstrative
fes wvould apply regardiess of vhather a replacesent shipper takes
the released capaclty since [t ln designed to recover the
pipeline's out-of-pocket expanses in sdslnlstering ths capacity
relsanling program.

Tne plpaline and the particlpants must davise In the
reatructurlng procesding methods for dealing vith the
clrcusstance vhers mors than one applleant mests tha relesssing
ahipper's price snd other specifications or where an applicant
make® & Counter offer.

The maln difference batwesn capeclty brokering as It now

exinte and the new capacity relesslng progras ls that, under

0L 10 9 adey
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capacity brokaring, the brokering custoser could enter into and
axecuts Its ovn deals vithout Invelving the plpeline. Under
cepacity releasing, all offers muat be put on the plpeline‘s
slectronic bulletin board and contracting Is done directly with
the pipeline. Monetheless, the relessing shipper may sssrch for
sosecna te take lts capacity both bafors and after the capscity
is put on the slectronic bulletin board. Hovever, as stated, a
capacity relsasing deal cannot be consummated until after it is
posted.

The saln cbjection by commsnters 120/ ls that pipelines
will hava ne incentive te effect the relessing of capacity.
Hovaver, the rule regquires the plpeline to establleh and cperate
a capaglty ralasslng program. Tha plpellne must transfer
released firs capacity to willing Buysrs of that capacity.
Becauss the program will be operated ln sccordance with the
plpaline's epen-access transportation tarlff, the pipeline may
not refuse to provide the requisted service |f the shipper scetls
the pipelina‘s spplicable tarlff conditions. In addition. as
stated above, the commisslon lloptr;ittinq pipellnes to market
releassd capacity and to be cospensated I thay take affirsative
actlon to market ths relesssd capacity and find & replecesent

shippar, bayond posting the Information on the bullezlin board.

128/ L.9.. Departesnt of Enerqgy, Publlic Service Comalssion of the
State of Mev Tork, Public Utilitlies Com~isslon of the State
af Callternia, United Distribution Coapanies, and Worthern
Indlana Public Service Company.
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Rence, the Coma~laslon concludes that plpallnes will not act te
innieit capaclity relessing.

of course, the plpeline suet contincve to sell all ite
available firm er interruptible capacity. The pipsilne sust de
this by putting the terss and conditions en Lhe slectronic
bullstin board. It ls up to customars to declde If theay want tha
pipalirs's uncomsitted firm capacity, ths rslesssd capscity or
intsrruptible capacity. 123/ In eddition, sny changs In tha
leval of the pipelina’s Interruptible voluses dus to ths
ralassing progras will be sccounted for inm the pipaline's pext
rate cass vhen prejecting lrterruptible woluses.

The Commission‘s sdeption of capacity relessing for all
eipelines cverrular all erders lesusd subsequent te Order Mo, 436
te the saxtent thay prehiblited capacity assignaent, 130/

The regulations regquire the plpeline to allocate releamssd
capacity to the person offer ng the highest rate not over the
maxlwmum tarlff rate tha plpaline cen charge to tha rolilllnﬁ
shipper. This manns that the perscns seeking te obtaln ths
relsased capacity can effar up te tha pipeline’s filed saxlisum
rats for the ssrvice recelved by ths releasing shipper., For
sxanple, If & relessing shipper wants to raleass firm capaclity

from the Culf of Maxico to New York City, ths maximus rats wvould

123/ For example, & custoser sight want snnual Interruptible
capacity rather than firs capacity on a limited bansis.

f Eu@a, El Pame Matural Cas Co., 25 FERC 9 41,440 at p.
61,065-88 (19m8), L , 18 FIRC 4 61,000 (1927) and
Teaxas Eastern Transmlesion Corp. 37 FERC 9 61,240 at p.

G1, 884 (19m8),

jo ¢ adey
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be the plpeline‘s saxisus rate for service from the Culfl of

Mexico to New York, That s the samisus raste even Iif &
replacenent shipper only wants the releasing shipper's capacity

to meve gas for a ahorter haul (g.g., from the Culf of Mexice te

Atlanta, Ceorgia).

In addition, the Commiesion Is jssulng, to the extent
necanmary, In the nev regulations, & limited blanket certificate
of publlec conven!ence and necessity under MGA lcﬂ'lan 7T to all
shippers holding filre capacity rights on plipellnes to allow thosa
shippers to relesss thelr capacity pursuant te the new capacity
relesning program. The purpose of this certificate e limited to
allowing thoss shippers to relesss capacity to the pipeline as
dascribed sbova.. This certificate does net Buthorize shippéta Lo
brokas or asslgn or relssse capsclty se under prior certificates.
Rather. nev Sectlon 284.24) parmits the Comnission to ensure that
all releanes are on s nopdiscrisinatery basle pursusnt to nev

Section 204.34). this will maka it clear that thes

Horeover,
Comalumion has sufflcient jurisdiction te take appropriate
enforcesent actlon 1f capacity {s not released on a
nondiscrininatory basis. As stated above, the plpelline must
contract with, and bill, the replacessnt shipper.

Last, as stated above, the Comsjssion Is ssending exlating
capacity brokaring and other cepacity assigneent programs to
confora to the capacity sllecatlon requlations sdopted by this
rule. Capacity bBrokering or other assignsant arrangements in

affect on tha sffectiva date of & pipalina’'s capacity relessing
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progras under nev Section 284.24) of the Comslenicn's requlatlions
can continus, provided the broker or sssignor does not glve up
ite capacity Ln the restructurlng precesding as discuseed infra.
in sdditlon, on the effective date of the plpelina‘’s capacity
ralessing prograam, the pipeline must contract with t... .older of
the Brokared or sesigned capacity as It wvould vith & replecement
shipper st tha sama price snd tarss and conditlona of thas

eantract betwvesn the broker or sssigner and tha holdear of the

?€3¢4£€¢15 e

brokarsd or assigned cepacity. The plpeline must lesadlately

(3¢?p=a¢.LJ¢,

post on its slectronic bulletin board for a ressonable perled the
price, terss and conditiena of, and nases of ths partiss te, all
such arrangesents. Thls posting le to make thoss arrangesents
public and not fer allewing othar parsons to make & batter offer.
D. *“Fo=Notlee™ Tramsportaties Service
S As discusesd abova, tha Comslsslon is edding Sectlon 284.8
é: {a) (4] te its regulations to require plpelines to provide a “no-
' potles® firm transpertatlon servics If they are providing a "no-
potlce® bundled, cl}r-qntq. flre sales service on the sffective
dn:: of this rulc.. The Cosslassion swxpects 1;1 ;lpnllnnl and all
interssted partlcipants to craft in the restructuring procesdings
the opersting conditions nesdsd to ensurs that the plpellines can
provide & *no-notice® transportation sarvice pursuant to vhich
tirm shippers can recelve dallvery of qas on demand up to thalr
flrs antltlessnte on s cally basle without lnzurring dally
balancing and schedullng penaltienm, Thies *no-notice® ssrvice

will snable plpeline customers to contlinue to recelve unnosinated

01 jo g adey
f Jusmyorialy
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voluses to meet unexpected requiressnts caveed, for exasmple, by
unexpected changes In tesperaturs. Thus, plpaline custesars vwill
be able to recalve varylng volusee of gas ©o mest their
fluctuating nesds during & tventy=-four hour perlod, So, for
axample, constant rate of flow requiressnts vould nat spply te
prohiblt delivery on dessnd throughout the day up to & custesar's
dally firms entltliesent under thls wmervica. The plpalline,
hovaver, could chargs ressonable labBalance penaltles, for
axample, monthly imbalance penaltlies.

The plpetines must inslude in their tariffs flled as part of
thalr restructucing fllings, and malntaln in thelr tarlff afcer
isplesentation of thelr restructuring proposal, all ocperating
conditions germans to tha provislen of & "no-notlice® flra
transportatlen servica. 1In addition %o knowing thoss eperetional
conditlons, Lt ls isportant for flcrm shippers to be avare of the
componant costs attriputable to the *ne-notice® transportation
service., ©Only than will plpelina customsrs be able to maks &n
intormed cholce lbqul. ter -:-tpli._-naznnr to alect *no=notice”
transportation or the plpalina‘s cther cpen-sccess, [(lFe
transportatieon sarvice, The plpeline’s custosers need to know
the differences betwesn various services and the coste ssscclasted
with those dlfferences. MHence, the plpelines msust, In the
restructuring procesdlnge, Indlcate how they derlived thelr “no-
notica® and other flrm transportatlon rates. This requires the
plpallines to prepare workpaperas decaillng. a=ong other things,

the dlacrete slesants of the "no-notice™ transportation sarvice
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At whataver place unbundling eccurs, 144/ snd vhathar or
not & plpeline satabllshes poollng arean, tha Coamlaslon ballaves
that pipelines should conslder entering Inte “operational
balancing sgressents™ with other geas merchants to allov thea to
balance, In ths aggreagate, for all of thalr gas purchasers
shipplng on tha plpaline., Ths Cosaleslen alee vants the
pipslines and thelr custossrs and Interested partles to conslder
in tke rsstructuring procesdings tha need for approprlate
equipsant to accuratsly monitor and measure injectiens Inte the
system on & tisely basls, [t may not bs cost-sffective on soms
pipelline aystens te Install tha necesssry squlpsent. In thoss
casss, the plpelines should conslider alloving other gas merchanta
to provide the plpelins with pra-detarmined allocatlen plans for
the marchant's gas. Ths plpallne should repert on thie matter In
ite restructuring flling.

r,f*“" S. Flexible Xesslpt and Dellvery Poists
Ssction 184.221(9) of the Coamleslon's regulatlons gives

-LZ

plpellnes the sutheority to psrmit flexible receipt points for
recelpts of gas voluses Inte thalr systess. 141/ In

isplementing that section, the Comalsslon has required that flre

At aff

:f: snd in uslng all svalleble recelpt peinte on an interruptible

Ry

o

K

148/ The polint of unbundling eheuld be located as far upalreasm &8

}
'&:-nlpgqr- sust have flexinllity in changlng firm rscelpt polnts
H
A
( possible.

142/ 18 CP® 204.22109).
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basla. 140/ Thls flexibllilty Includen the right to busp
interruptible shippers on reasonable notlce. 14%/

section 204.211(h) of the Comalaslon’s regulations, alme
promulgated by Order Mo, 436, glvanm plpelines the suthority te
permlt flexlble dellvery polnts for dellveries of gas volumes
froa thelr systess. 130/ However, the Coanmlssion
subasguently concluded that, In most cemes, flexible delivery
polnts vars inconsletent vith the Comalsslen's requiresent of
identificatlon of ths raclpient of tha gas In sach
transaction. 131/ The Comalssion's concern wvaw that flexible
delivary polnts could lead shippsrs to broker capacity and
tharaby abuse the flret cosa, flrst served prinelple for
allocating salnline capaclty. Hovavar, In Coluabla Cas
Tranamisslon Corp,. tha Cozalsslion permitted Columbia to
institute flexible delivery points bacause Colusblae‘s flra ssles
customers hsd conjunctive bliling rights wvhnere the customsr could

accapt dallvery at sultiple dalivery polnte. 131/ Rascently,
in Transvestern Ploaline Co.., ths Comaleslon approved s propossl

148/ Worthvast Plpellne Corp., 44 FERC 9§ 61,108 at p. &1,420
(190%).

143/ Willlams Natural Cas Co,, §¢ FERC 9§ &1,201 at p. £2,0§%
[1991).

150/ 18 CFR 284.221(h).

151/ El Paso Natural Gam Co., 35 FERC 9§ €1.440 at p. &7.044
[198e), pah's denled, 10 FCRC 4 41,000 (1987).

\\{/// 152/ %2 TFERC 9§ €1,041 at p. E1,19) ([1999).
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sstabllahing flexible recalpt and dallvery pelnts eon
Transwestarn’s system. 133/

The Comsisslon concludes that It should sodify Its current
policies with respect to flexible recelpt and dellivery point
policlen to provide for more flesiBllity. Flrst, tis Coaslesion
will require pipellnes to give flrw shippers flexible dellvery
polnts in thelr distribution areas In the same manner as it glves
tirs shippars f(lexibie recelpt polnte In the preduction arsam.
Firm shippars will hava tha right te change {lrm dalivery polnts
and to use other delivery polnts on an interruptible basls

without lesing thalr prierity for firs wervice. 184/ The

deternined in_ the restructuring procesdings and sst out In the
pipelina’s tarlff an rtg;lf.i by ;IH Bactlon aii.ltlb:ltllvl of

the Commiesion's ragulstions. Second, the Commisslon will sxpand

firs shippers® rights te recelpt and delivary polints to Includa

the right to recelve gan from any parson at any place on tha

pyaten and the right te deliver gas to any pecson at any place on
the system on a firm basle with the flexibllity to changs firm

raceipt and dellvary polnts and to uss all dellvery points on an

{ntarruptible besis. ©Of course, receipt and dellvery po.nts sust

ba within tha firs transportation capacity to vhich the shipper

im entitled, and for which it pays, So, for exasple, sn LOC in &

153/ 50 FERC 9 €1,29% (1993).

1%4/ Tnis refers to existing capacity at the distrlibution ares
dalivary polints.
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dowvnatrean region of the country could srrange to delliver gas to
8n LDC or an Industrial in an upstresm reqgion, 138/ but
converssly an LDC in an upstreas region could net srrange fer
delivery in a dovnstream reglion.

Tha Commission belleves that these policies sare necessary to
prosote maximum efficient usage of the plpeline systems, Tor
example, flexilble recelpt and dellvery poinis are necessary Lo
the centinued development of market centers where pipelines
interconnect. In sddition, both flexlble rights to recelpt and
dalivery polnts and distribution area dellvery polnt flexibility
ars necassary to schleve s brosd end meaningful flirm capecity
relessing program. The Comaission believes that the nev (irn
cepacity ralassing program can cparats In @ nendiserininatory
pannar alongaide the plpalins’'s allecatlen of lts ovn avallable
capacity on tha slectronie bulletin board as discussed asbove.
Tha nev capacity ralsasing program and flexible delivery point
policy mean that a shipper will not lose its flrm capacity by
changing firs delivery points in order to pesrait snother antity
to ship gas through the relessing shippers' firs capscity. Akny
Comnlsslon orders that Indicate that a shipper vould loss |ts
rignt to firm mainline capacity by changlng firm dellvery polnts

srs overruled. 13§/

155/ The jesue of industrisl customers potentially by-passing an
LOC {s discussed balow In the transltion cost section.

156/ E.g.. El Paso Matural Gas Co., 3% FERC 1 41,440 at p. 42,084
{1986), reh'g denled, 28 FERC § €1,008 [1%87) and Texas
Castern Trensaission Corp. 37 FERC Y &1,360 at p. 61,404
[198E).
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GENERAL APPLICABILITY PROVISIONS (Continued)

PURCHASED GAS ADJUSTMENT CLAUSE.

Except for gas purchases by Customer at the initial point of

Company's receipt of such gas on Company's distribution system

pursuant to Rate Schedule CG, the The energy charge of the
Monthly Rate for gas supplied in any billing period shall be

adjusted by the Company's expected weighted average cost of
gas (WACOG). A standby sales customer shall not pay demand
charges embedded in the WACOG unless its usage exceeds 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
Customers at the initial point of Company's receipt of such
gas on Company's distribution system 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. 24463,
Docket No. 910003-GU, or 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 requlatory fees, rounded to the nearest $.00001
per therm, and applied to the total number of therms
(excluding purchases made by Customer at the initial point of
Company's receipt of such gas on Company's distribution system
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 rendered for meter readings taken from
pPpril 1, 1992 through September 30, 1992 is 24.639 cents per
therm.

The purchased gas cost recovery factor shall serve as a cap or
maximum recovery factor. If re-projected expenses for the
remaining period exceed projected recoveries by at least 10%
for the six 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 notlce to the
Commission, may increase or decrease the WACOG as long as any
increase does not exceed the authorized cap. The current
month WACOG may be adjusted for prior months' differences
between projected and actual costs of gas purchased, but may
not exceed the approved cap for the period.
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