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FIVE FLAGS PIPE LINE COMPANY

March 20, 1997

Flownda Publi: Service Uonmession
Division of Records and Reporting
Attn.: Blanca Bayo, Dircetor

10 East Gaimnes Street
Tallahassee, F1. 323990850

Re:  Filing of Initial Regulated Rates by Five Flags Pipe Line Company
Daockel Nao. QoL CI/Y Y s

Ladics and Gentlemen:

Enclosed for Filing please find an original ind fificen copics of Five Flags Pipe L
Company’s Petition Tor Approval of Rates as well as a disk contaiming a Word 6.0 version of the
ahove mentioned document. You will also find a copy of this letter enclosed. Please date-stanp this
copy to indicate that the original was filed and retum a copy o me

1 you have any questions reganding this matier, please feel free to contact me. Thank you for
your assistance in processing this hiling.

Sincercly.

b
vavid K. Martin
Aoy
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

.

in He: Filing of Initisl ) Dacket Na.:
Repulniced Rates by Fhve ] Fided:
Flaps Pipe Line Contpasy )

PETITION OF FIVE FLAGS PIPE LINE COMPANY
EOR APFROVAL OF RATES

Pursuant to Chapter 168 of the State of Florida Statutes, Five Flags Pipe Line
Company (“Five Flags™) hereby roquests approval of its existing fim amd wtermuplible
sysiem transportation rates for transportation services provided pursuant to Chapler 368

of the Florsda Statules.

Communications regarding this petition should be dirccted to:

Katic Rice David K. Martin, Esy.
Five Flags Pipe Line Company Five Flags Pipe Line Company
P.O. Box 1478 P.O. Box 1478
Houston TX 77251-1478 Houston TX 77251-1478
(713) 2294722 (713) 229-5340
fax: (713) 229-6012 fux: (713) 229-5544

L

The legal name of Five Flags is Five Flags Pipe Line Company.  Firve Flags s a
comporation organized under the laws of the State of Floruda with its prncipal place of
business located at 600 Travis St., Houston, TX. 77251-1478. Five Flags is a wholly-
owncd subsidiary of Koch Industrics, Inc.  Five Flags® pipeline was originally
constouctad m 1972 with an expansion in 1974, The pipeline operates solely within the
State of Florida and is o natural gos transmission company within the meaning of Chapter

36X, 105 of the Florwda Statules.
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[ 8
Five Flags provides transportation scrvice fo custonirs in Santa Rosa and
Fscambia Countics, Florida, pursuamt 1o ten cxisting tansportation contracts,  With
respert to seven of these contracts, Five Flags provides trnsporiation service pursuant 1o
Scction 311 of the Nawral Gas Policy Act of 1978 and 18 C.F.R. §284 of the Faderal
Energy Regulatory Commission’s (“FERC") regulations.  With respect 1o the remainder

of Five Flags® transpostation contracts, the rates for service were individually negotiated

118

On September 20, 1993 Five Flags filed a Petition for Approval of rates ("1'03
Filing”) with the Florida Public Service Commission ("Commission™) requesting
approval of its existing firm and interruptible system transportation rates. ‘This filing
reyuested approval from the Commission of rates which were previously approved by the
FERC. The Commission issucd an Order Approving Initial Regulated Rates on
November 18, 1993 ("November 18 Order”™). On January 5, 1994, Five Flags filed with
the FERC a petition which requested that it he allowed 10 employ rates on file with the
Commission for NGPA Scction 311 wansportation on behall of imterstate apeline
companics and/or local distribution companics scrved by interstale pipeline companies.
On May 31, 1994 FERC approved this petition ' ("May 31 Ovder”) amd granted the
adjustment which permits Five Flags 1o usce rates that are not greater than those approved
by the Commission for its section 311 () transportation service.  As a comndition of the

May 31 Order, Five Flags must file to obtain a new cost-hased determination from the

' Five Flags Pipeline Company, 67 FERC'S 62,195 (1994)




Commission al beast once every three years and file with the FERC a copy of any

applicable Commission order no later than 30 days after issuance of said onder.

v,

Five Flags is moking this filing in compliance with the May 31 Order. Five Flags
requiests that the Commission issue its order finding that Five Flags® existing rates for
service are just and reasonable, Specifically, with respect 1o Section 311 services, Five
Flags requesis that the Commission approve the  following  maximum fimn

itcrruptible transportation rates:

Firm Reservation Charge: $2.2068 per MMBu
Firm Commaodity Charge: $0.0326 per MM B
Interruplible Rate: $0.1071 per MMBLy

These rates were approved by the FERC by Letter Osder dited October 24, 1991,
Docket No. PR91-3-000, and were derived by setitlement agreement. A copy of the
FERC Letier Order is sttached as Appomdix A.

With respect to Five Flags™ contracts which are not subjeel to FERC Scetion 311
jurisdiction, Five Flags requests that the Commission approve the existing negotiated
rates reflected in those contracts. In this regard, Five Flags filed as pan of the 1993 filing
in Docket No. 930721-GP joim affidavits which affirmed that nether the company nor
the customers had an unfair advantage during the negotiations, and that competition did
exist in the markets in which Five Flaps operates as required by Chapier 305 105 of the

Flonida Statutes.




Since the 1993 filing, there has been no change o the contracis between Five
Flags and its ten customers. The aflidavits provided with the 1993 filing for Five Flags'
ten customers still adeguately represent that neither the company nor the customers had
an unfair advantage during the negotiations aml that competition did exist in the markets
which Five Flags operates.

In support of its request for approval of its existing rates, the contracts proy kel
with the 1993 filing arc still in cffect and have nol been amended.”  Five Flags is also
filing as Appendix B hereto its curremt Operational Procedures. These procedures have
been previously filed with the Commission pursuant 1o Chapter 25-12 of the Floruda
Statutes, Safety of Gas Transportation by Pipelines and were mcluded in the September

1993 filing.

" Citrus Encrgy ootified Frve Flags that they elevied to alkow their contract ts tesmanate ellecine Apnil 1,
17




V.

Five Flags respectfully requests that the Commission promptly issuc s
determination finding Five Flags' existing rtes just and reasonable, without suspension
or refund objection.  1f the Commission deems necessary, Five Flags requests waiver of
the O-day notice provision of Chapter 368,106 of the Flonda Statutes.  Five Flags
submits that good cause for such waiver exists o avoid any intermuption of Five Flags'

ongoing busincss,

RESPECTFULLY SUBMITTED thus 2(inh day of March, 1997,

David K. Martin, Esq.

Five Flags Pipe Line Company
PO, Box 1478

Houston TX 77251-1478
(713) 2205340

r}’-u-ml W ‘.““ e } s
David K. Martin

Attomey for Five Flags Pipe Line Company




CERTIFICATE OF SERVICE

DOCKET NO.

| HEREBY CERTIEY that a true aund comredt copy of the forcpomg has been
served by ULS, Mail on this 20th day of March, 1997, to the followmg partics of recond:

Blanca Bayo T. R. O'Sullivan

Dircctor, Division of Records & Reporting President

Florida Public Service Commission Five Flags Pipe Line Company
101 East Gaines Street P. 0. Box 1478

Tallahassce, FL. 32399-0863 Houston, TX 772511478
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Pavid K. Martin
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APPENDIX A




FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTOW. D. C. 39428

In Reply Refer to:
OPPR - Certificated Rates and
Tr rtation Branch

Five Flags Pipes Line Company
Docket No. PR91=3-000

Five Flags Pipe Line Company
P. O. Box 1062
Pace, Florida 232571 OCT 24 1991

Attention: MNathan Smith, President
Reference: Stipulation and Agresment

Ladies and Gentlemen:

The Stipulation and Agreement filed with the Commiszion on
September 23, 1991, in the referenced docket, represents a
reasonable resolution of the issues and is approved.

The major slements of the settlement are as follows:

(1) The maximum fair and equitable rates for
Section 311 transportation services performed
on Five Flags' system are as follows:

Firm Reservation Charge: $2.2668 per MMBtu
Firm Commodity Charge : $0.0326 psr MNNBtu
Interruptible Rate t $0.1071 per MMBtu

The rates agreed to in this settlement are based
upon a current total cost of gross plant of
$2,879,210 and volumes of 9,451,500 MMBtu.

(2) Five Flags agrees tc refund, with appropriate
interest, amounts previously collectad for Section
J11(a)(2) transportation above such settlement
rate for all gas actually transported and
delivered in the subject Trucl-dinqn. This
refunding will occur within 30 days of the
Commission order, and Five Flags will file a
refund report within sixty days.

(3) ©On or bafore Novembaer 14, 1993, Five Flags
shall file an application for rate approval
pursuant to Section 284.123(b) (2) to justify
the current system-wvide rates or to establish
new system-wide rates.
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(4) Five Flags' Operaticnal Statement and any
subssguent revision are incorporated hersin by
reference. Ifr, during the term of the settlement,
Five Flags mikes any change to section VI of such
Statement that would give intrastate firm or
interruptible transportation sarvice preferencs
over section 311 firm transportation, it must file
such change in a petition for ratas approval
pursuant to section 284.123(b)(2).

(5) The Stipulation and Agresment represents a
negotiated settlement of the issues in this
proceeding and neither Pive Plags, the
Commission its Staff nor any other party
shall be deemed to have accepted, agreed, or
consanted to any principle or issue in this
processding.

This letter order does not relieve Five Flags from its
obligation to file the required reports under Sections 284.126
and 284.148 of the Commission's regulations,

This letter order is without prejudice to any findings or
orders which may have been or which may hereafter be made by this
Commission, and is without prajudice to any claim or contention
which may be made by the Commission, its Staff or any other party
or person affected by this letter, in any proceeding now pending
or hersafter instituted by or against Five Flags or any other
person or party. The Commission's approval of this settlement
does not constitute approval of, or pracedent regarding any
Principle or issue in this proceeding,

By direction of the Commission.

o DGl

Secretary
€C: All Parties

Ernest C. Baynard IIX
Executive Offices, Suite &00
1828 L Street, N.W.
Washington, DC 20036 >

Adelia S. Borrasca
Holland & Hart

Suite 310

1001 Pennsylvania Avenue, N.W.
Washington, DC 20004
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FIVE FLAGS PIPE LINE CONPANY
PIPELINE OPERATIONAL PROCEDURES

GENERAL
These procedures describe how Five Flags Pipe Line Company

(hereinafter "Owner® ), a Florida intrastats pipeline, will
engage in tranaportation arrangssents conducted under Chapter
368 of ths Florida gtatuss for any aligible Shipper. Ownar
shall be satisfied of Shipper's financial seolvency, based on
reasonable standards of credit wvorthiness consistently
applied. It shall be tha policy of Ownar to render
transportation service only en a fira and/or interruptible
basis, under terms and conditiocns generally acceptable to
Ownar as sat forth herein, executed after considsration of its
existing commitssnts, pipeline design capacity, available
Pipeline capacity, points of receipt and points of delivery,
and other factors deemed material by Owner. Owner reserves
tha right to vary from such gensral terss provided that any
such variations are not materially detrimental to any other
shipper similarly situated.

DEFINITIONS

A. The term "day" shall mean a period of twenty-four (24)
consscutive hours beginning and ending at seven o'clock
ante meridiem (7100 a.m.) Local Time at the delivery
point.

B. The tarm "ponth” shall mean a period beginning at seven
o'clock ante meridies (7:00 a.m.) Local Tise on the first
day of a calendar month and ending at seven o'clock ante
meridiem (7:00 a.n.) Local Time on the first day of the
next succesding calendar month.

C. The tarm "“gas™ shall mean hydrocarbons (including,
without limitation, methane and ethans) in a gaseous

Paga 1
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r.

stats or natural gas.

The tarm "cubic foot of gas® shall mean ths volums of gas
which would ocoupy one cubic foot (1CF) of space when
such gas is at a tesperature of sixty (60) degrass
Fahrenhait and ,a pressure of fourteen and sixty-five
hundredths pounds per square inch absolute (14.65 paia)
with correction for deviation from Boyle's lav.

The ters "NCF® ghall mean one thousand (1,000) cubic feeat
and "BCF* ghall mean one billion cubic fest.

Tha tera "“MMBTU" shall mean one million (1,000,000)
British Thersal Units.

The teras "BIU" shall mean British Thermal Unit. The BITU
contant per cubic foot shall be determined for a cubic
foot of gas at a tesperaturs of sixty (60) degrees
Fahrenheit when saturated with water vapor and at an
absclute pressurs egquivalent to thirty inches (30%) of
Barcury at thirty-two (32) degrees Fahrenheit with air at
the same teaperature and pressure as the gas, vhen the
products of combustion are coocled to the initial
tenperature of gas and air and vhen the vatsr forsed by
coabustion is condensed to liguid state. The BTU content
so deternined shall be adjusted to a pressurs base of
14.65 pais and a temperature of sixty (60) degress
PFahrenheit on a dry (wvater-free) basis before epplying
sane to the measured volume to deterains the calorific
content of gas delivered.

The tera “receipt point® shall mean the point eof
interconnection to be established betwveen Owner and any
othar third party capable of or having gas delivered into

Page 2
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FIVE FLAGS PIPE LINE CONPANY
PIPELINE OPERATIONAL PROCEDURES

Owner pipeline system within ths State of Florida.

I. The term ‘“delivery point® shall mesan ths existing
delivery point between the facilities of User and Owner
at User's plant.

GOVERNNENTAL REGULATION

Ths transportatiom arrangesent will bs subject to all valid

existing and future lawvs, orders, rules, regulations eor

proclasations of authorities having jurisdiction or control
over the parties thereto or the subject matter thareof

including, but not limited to, the provisions of Chapter 368

of the Florida Statues.

REQUESTS FOR TRANSPORTATION

All requests for transportation sarvice shall be in writing
and duly signed and authorized by Bhipper or its agent. Owner
will accapt as a bona fide reguest only those regueasts vhich,
in Owner's sole judgment, are sufficiently sepecific with
respect to points of receipt and delivery, volume, term,
pattern of usage, and only if the BShipper can demonstrate to
Owner's satisfaction that it has & supply and/or a market and
that it is ready, willing and able to comaence the
transportation transaction within the contract perioed.

RECEIPT AND DELIVERY OF TRANSPORTATION GAS

Transportation service will be provided for the receipt for
Shipper's account at ths point of receipt of certain
designated gquantities of natural gas not less than one
thousand (1,000) Ncf per day and the redslivery to Shipper or
its designee at the peoint of delivery of gquantities eguivalent
on a heating value basis to the aggregate Mcfs received for
the account of Shipper at the Owner's Receipt Point reduced by

Page 3
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the Btus, if any, which are required for cospressor fuel in
the rendition of service.

VI.  AVAILABILITY OF TRANSPORTATION SERVICE

c.

Firm transportation service shall be sade available to
firm Shippers .requesting such eervics on a first-
cobe/first ssrved basis. Interruptible transportation
shall ba msads available to interruptible sShippers
requasting such service on a first-come/first served
basis to the extent capacity remains after all reguests
for firm transportation service have been satisfied.
Mding delivery point(s) or increasing ths total maximum
daily quantity of existing transportation arrangsments
shall be considered new requests for purposes of
deteraining priority of service.

Owner shall not allocate capacity to interruptible
service if such allocation would prevent another Shipper
from utilising its capacity under a firm service
arrangessnt or adversely affect Owner's operating
requiremsnts, or if the available excess capacity in
Owner's sxisting comupression or pipeline facilities is
required for owner's own use from tise to time.

In the event it becomas nacessary for Ownar to interrupt
interruptible services, Owner shall interrupt such
sarvice ratably among all interruptible Shippers.

In the event it becomss necessary for Owner to allocate
capacity or curtail service only in a r- ‘ticular segment

of Ovner's systea, any necessary a!’ .2n or reduction
shall be impleassnted in accorda- -=n this Section only
in that segment of Cwner's - e

Prc:
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FIVE FLAGS PIPE LINE COMNPANY
PIPELINE OPERATIONAL PROCEDURES

VII. TERNS
Transportation will be provided for a ters of yesars, which is
listed in each contract, from the dats of initial deliveries,
and thereafter may remain in force and effect unless
tarninated by either party upon not less than one hundred
eighty (180) days prior writtsn notics of such termination
given to the other party.
VIII. DETERMINATION AND BALANCING OF DELIVERIES

Dispatchers of Owner and Shipper or its designee will mutually
agres upon the guantities to be schaduled for transportation
each day. It shall bea the intention of Owner that daily
deliveries to Shipper or its designee at the Owners Delivery
Point will be equal on a heating value basis to daily receipts
by Owner for shipper's account at the Owners Receipt Point
less compressor fusl, if any. However, dus to variations in
cperating conditions, daily and monthly deliveries by Owner
may be grsater or less than the corrssponding recaipts of gas
by Owner. Any such excess or deficiency will be adjusted or
corrected in gas as soon as operating conditions reasonably
pearait. Should Shipper's deliveries to Owner at Owners
Receipt Point exceed the maxisus daily volume astablished in
the Transportation Agresment, plus a five percent (5%)
variation for such Owners Receipt Point, Owner shall have the
right to charge the maximum fee or penalty established or
allowed by the Commission or any other governmsntal authority
having durisdiction, which is applicable to such excess
deliveries, including but net limited to any storage, over run
or peak day fees. In the event any such sxcess delivery would
jeopardize the safety of Owner's operations and/or its ability

Page S
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IX.

L ®
FIVE FLAGS PIPE LINE CONPANY
PIPELTNE OPERATIONAL PROCEDURES

to aest its contractual comaitasnts to others, to the extant
peraitted by law, Owner shall have the right to vent, without
being held liable to Shipper, or any other person, all or such
part of said sxcess delivery as Owner, in its sole discretion,
desas necsasary. :

DELIVERY PRESSURE, ASSUMED ATHOSPHERIC PRESSURE

All gas to be transported hereunder shall be delivered at the
Owner's Recsipt Point at a pressure sufficient to enter
Owner's pipsline facilities at such point, but in no event in
excess of Owner's Baximus allowvable operating pressure at such
point and at an assumed atmospheric pressurs of 14.65 psia.
Gas redeslivered to Shipper or its designes at the Ownar's
Delivery Point shall be at pressures a8 may be available from
time to time in Owner's pipeline facilities at such point, and
at an assunsd atsospheric pressure of 14.65 psia. Owner shall
not bs required to change its oparating conditions or install
facilities, including compression, to enable the receipt or
delivery of Bhipper's gas.

MEASUREMENT

Ths amount or gquantity of gas deliversd under the
transportation arrangesent at the applicable rascaipt and
delivery point will be detarsined by the party responsible for
Bsasureasnt at sach such peint at a temperature of sixty (60)
degrees Fahrenheit, at a pressurs of 14.65 psia and on the
basis of AGA Gas Measuremsnt Comaittes Report Ne. 3, including
any amendsents or revisions tharecf. Tha Btu contant of the
gas so deliverad will bs detersined on a gross, saturated
basis, and then corrected to actual gas conditions as
delivered, utilizing mutually agresable mathods.

Fage ¢
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X11.

MEASUREMENT EQUIPMENT
Unless otharvise agreed to by the parties, Owner will install,

oparate and saintain or causs to be installed, oparated, and
saintained such ssasuring and related facilities as are
necessary for the .seasurssent in MMBtu's and Ncf's of gas
delivered at the Owner's Receipt Point and at the Owner's
Delivery Point: provided, however, Shipper shall reimburse
Owner for any and sll costs incurred by Owner in connectien
with the installation of such facilities.

QUALITY

Gas delivered to Owner at the receipt peint shall conferm to
the following specifications:

C.

Shall contain not more than one (1) grain of hydrogen

sulfide per cne hundred (100) cubic feet of gas as

deterasined by ths Tutweiler test or some other

quantitative test, mutually agresable toc the parties

herete, after ths presence of hydrogen sulfide has been

indicated by qgualitative test.

Shall not contain more than twenty (20) grains of total

sulphur per one hundred (100) cubic feet of gas at

fourtesn and saven-tenths pounds per square inch absolute

(14.7 psis) and a temperaturs of sixty (60) degrees

Fahrenhait.

Shall contain not msore than:

1. ‘Three percent (38) by volume of carbon dioxide:

4. One parcent (1%) by volume of oxygen.

3. Shall have a temperature of not more than one
hundred twenty-five (125) degrees Fahrenhesit

4. BShall be commercially free fros dust, gums, gum-

Page 7
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FIVE FLAGS PIPE LINE COMPANY
PIPELINE OPERATIONAL PROCEDURES

foraing constitusnts, or other solid or 1liquid
matter.

S. Shall contain no more than seven pounds (7 lbs.) of
water per ons million (1,000,000) cubic fest. " The
water vapor contsnt shall be dsterained by Owner by
use of dev point apparatus approved by the Bursau
of Nines or cther sutually agresable method.

KITI. RATES AND CHARGES
The transportation fee will not exceed the maximus fair and
equitable rate as deterained in accordance with the
Commission's regulations, or an adjustment therefrom, or as
established by any other governmental authority having
jurisdiction. To the extent that it is legally permissible,
Owner shall in addition have the right to charge Shipper:

A,

C.

For the costs of any facilities installed by Owner to
receive or deliver natural gas for the account of
Shipper;

For any and all fees required in connection with
Shipper's Transportation Agreement that Owner {is
obligated to pay to ths Commission or any other
governaental suthority having jurisdiction:

For any natural gas gathering, occupatien, production,
Severance or sales tax, first use tax, gross recaipt tax,
or taxss similar in nature or eguivalent in effect that
ars nov or hereafter imposed or assessed against Owner by
any lavful authority as a result of the transportation of
natural gas pursuant Chapter 368 of the Florida Statues
or the production or gathering of such natural gas;

For any charges which Owner incurs from other parties in

Page &
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Fendering aepviee foF Anipper {f sush eharges are related
§0 the SFAROPOFNALIGR serviee vendered te Shipper under
thie Operaring Precedures) amd

Por BRIppar!e PES Fata Share of She eeet of cempressor
fusl uned by GWROF OR any day, eweluding sny quantities
for whioh fiel FeinburesRent has heen received pursuant
0 ARy othaF pravinisn of this precedurs,

NIV, DELAENG AND PAYIINY

On oF Dafere the tventieth (10) day eof each menth
foLioving She GeRRsREeRent of service hereunder, Owner
shall vender 40 Bhipper an inveles setting forth the
anount owed hereunder for Svanspertation services
sendored dUPing Whe preceding menth. Unless there is &
dispute; In 400d faikR, vith vespest te the amounts due
(LR Whdeh ovens Ahipper shall pay all undisputed amounts
as provided hekein), #hipper shall pay to Owner the
aneunt 808 FOFNA BR Baid inveise vishin fitteen (18) days
fFen the date of ARipper's reseipt of the statement.

ER She GVONE AR oFFeF in dissevered in the amount billed
R ARy SVANORORE Fondered by Gwner, such error shall be
gorrestad VISRIR ShiFty (30) daye of the ternination
thorest) previded, hevever, Shas it such erver ls
dissevered by Inipper, Shipper shall have made olain
shorefore VIERIR Swenty=four (14) mentha frem the date of
discevery of OUGh OFFOF and previded, further, that An
RO GVERt Shal) ARy Bueh errere be subjest to cerrection
L0 sueh oFFeF (0 Net dincevered oF a elaim therefor made
By not Laser ShAR Gventy=four (4) penthe fellovwing the
aeRER AN WhAON Bueh inveiee was sens te Shipper.
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XV,

c.

FIVE FLAGS PIPE LINE COMPANY
PIPELINE OPERATIONAL PROCEDURES

If Shipper fails to pay the asount of any bill for
s8zvices perforsed as herein provided wvhan such amounts
are dus (including amounts which are disputed by Shipper
but which are found in favor of Owner), or if Owner is
detarnined to, have overcharged shipper for services
performed hereunder, interest therson shall accrue at the
pri=e rate of interest as posted, from time, to time, by
SouthTrust Bank of Alabama, N.A., Birminghas, Alabasa,
such intarest to apply from the due date until the date
of payment. If such failure to pay contimues for thirty
(30) days after such payment is due, Owner, in addition
to any other resedy it may have hersundsr, may, without
damage and without tarminating this Agreemsnt, suspend
further receipts and deliveries of gas hereunder until
such amcunt is paid; provided, however, that if Shipper,
in good faith, shall dispute the amcunt of any such bills
or parts thereof and shall have paid Ownar such amcunts
as it concedes to be correct, Shipper shall not be
entitled to suspend further receipts and deliveries of
gas. MNotwvithstanding ths foregoing, in ths event that a
good faith dispute shall not have been resolved by mutual
agreament within six (6) months of billing, Shipper
nevertheless shall be obligatad to make payment to Owner
of such disputed amount, such payment to be witheut
prejudice to the ultimate resolution of the disputs.

POSSESSION OF GAS, TITLE AND RISK OF LOSS

As between Owner and Shipper, Owner will be deemed to be in

contrel and possession of the gas after its delivery to Owner
&t the Owner's Receipt Point and prior to its delivery to

Page 10
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FIVE FLAGS PIPE LINE COMPANY
PIPELINE OPERATIONAL PROCEDURES

Shipper or its dessignas at the Owner's Delivery Point. The
party in control and possession of the gas will be responsible
for and shall indemnify the other party with respect to any
iosses, injuries, claims, liabilities or damages arising froa
the claised or actual gross negligence of the party while that
party is in control or possession of the gas. Notwithstanding
the foregoing, Shipper shall at all times have title to all
gas transported under the transportation arrangesent. Title
to all facilities installed by Owner shall be in Owner's name.

XVI. INDEMNIFICATION
Each party will agres that with respect to the gas delivered
or redelivered by it under the transportation arrangessnt, it
vill indsanify and save the other party harmless frea and
against any and all suits, actions, causes of actions, claims
and demands arising from or out of any adverse cla.ms by third
parties claiming ownership or an interest in the gas so
delivered or redeliversd.
XVII. FORCE MAJEURE

In the svent that the Shipper or ths Owner is rendered unable
to meet its obligations under the transportation arrangement
due to force majsurs, the obligations of the party affected by
such force majeure, other than the obligation to make payment
of amounts dus under the transportation arrangesent, shall be
suspended during the continuance of any inability so caused,
provided, however, that the party claising force majeure shall
take all reascnable measures to overcoss the sffect of such
event of force mejeurs. The term "force majeure” shall mean
acts and events not within the control of the party claiming
suspansion.
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XVIII. APPLICABLE LM

XIX.

The coatract covering the transportation arrangement shall be
governad by the lavs of the Stats of Florida.

SUCCESSORS AND ASSIGNS
The coentract covering the transportation arrangesent shall be
binding upon and inure to the bensfit of the successors,
assigns and legal representatives of the parties; provided,
however, neither party thereto shall assign the contract, or
any of its rights and cbligations thersunder without first
securing the prior written consent of the other party: and,
provided turther, either party shall have the right to pledge
or mortgage its respective rights under the contract for
security of its indebtedness without the prior writtan consent
of the other party.
COMDITIONS PRECEDENT
In the event that on or before one hundred eighty (180) days
subseguent to the date of the contract covering the
transportation arrangement, deliveries of gas for
transportation thersundsr have not commenced, then in such
event and thereafter, until such deliveries ars tendered and
accepted, either party may cancel the obligation to coamence
sarvice under the transportaticn arrangesent uniess and until:
A. all facilities, of vhatever nature, as are required to
pormit the receipt, measurement, transportation and
delivery of natural gas thersunder have been installed
and are in operating condition, and
B. Shipper has arranged for the delivery and receipt by any
necessary third party transportation of voluses to be
transported and deliversd theresunder by Owner.
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XXL

FIVE FLAGS PIPE LINE COMPANY
PIPELINE OPERATIONAL PROCEDURES

NOTICES

Any notice, request, demand, statement, bill or payment provaded for umder the
transportation arrangement or any notice which a party may desire fo give to the
ather, shall be in writing and shall be consadered as duly delivered when mailed to
the other party al the following address:

If to Shipper: For Billing and Statements:
(SEE FEACH CONTRACT FOR INFORMATION)
For Operational Maticrs:
(SEE EACH CONTRACT FOR INFORMATION)
IT 0 Owner: For all Matiers:

Five Flags Pipe Line Company
PO Box 1478

Houston, TX 77251-1478
Aun: David K. Martin, I:sq.

or @l such other address as cither pany may designate in wnting,  Rounne
communications shall be considered as duly delivered as of the postmark date
when mailed by ondinary mail. Operating commumications by telephone or other
mutually agrecable micans shall be considered as duly delivered  without
subscquent writien confinnation, unless wnllen confirmation is requestad by

cither party.
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